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Ministry Vision and Role of ARIO

Ministry Vision
A strong agri-food sector that is integral to Ontario’s economy and
contributes innovative solutions to protect the environment, to provide safe

and nutritious food, to promote the bio-economy and to support the health
and well-being of Ontarians.

The ministry core businesses to fulfill this vision were:

e agriculture and rural economic development/research and technology transfer;
* investment and market development;

* risk management.

In November, 2003, the new Ontario government put forward the following five government-wide priorities:
Better student achievement

Healthier Ontarians in a healthier Ontario

Better workers for better jobs in an innovative economy

Safe and vital communities that offer Ontarians a higher quality of life

More active citizens contributing to a stronger democracy

MR =

Role of the Agricultural Research Institute of Ontario (ARIO)

The Agricultural Research Institute of Ontario is a corporate advisory body reporting to the Minister of

Agriculture and Food. It was created under the ARIO Act (1962) with the following specific duties:

* to inquire into programs of research with respect to agriculture, food, veterinary medicine and
rural studies;

* to select and recommend areas of research for the betterment of agriculture, food, veterinary medi-
cine and rural studies, and;

* to stimulate interest in research as a means of developing a high degree of efficiency in the produc-
tion and marketing of agricultural products.

2003 - 2004 ARIO Members

Ginty Jocius, Chair,

Bruce Christie, Vice Chair

Don Taylor, Director of Research
Andrew Pulcins, Comptroller
Leah Jones, Recording Secretary

Jom Aw Janet Parsons
Cole Cacciavillani Tom Sanderson
Douglas Cleary Tom Van Dusen
Alma Conn Jim Vidoczy
Terry Cowan Jeff Wilson

Yvon Martel (ex-officio)

Secretariat to ARIO is provided by the Innovation and Risk Management Branch.
Director: Dr. Maurice Bitran
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Letter from the Chair

Guelph, Ontario
June 30, 2004

Hon. Steve Peters

Minister of Agriculture and Food
Legislative Buildings

Toronto, Ontario M7A 1A3

Dear Minister,

I have the honour of submitting the 40th report of the Agricultural Research
Institute of Ontario for the period April 1, 2003 to March 31, 2004.

Members of ARIO are privileged to make recommendations for research
funding and to work with research staff of the highest calibre at the University
of Guelph and other Universities, Agriculture and Agri-Food Canada and
industry.

This report summarizes the activity of the ARIO over the past fiscal year. We
welcome the opportunity to share the information with you.

Sincerely,

Ginty Jocius, PAg.
Chair
Agricultural Research Institute of Ontario
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Chair’s Report

The most significant activity of the Agricultural Research Institute of Ontario (ARIO) in 2003/2004 was the
development of a Strategic Options Paper that would advise the Minister of Agriculture and Food on the
best method of conducting research on agriculture, food and related life sciences in Ontario. This Strategic
Options Paper focused on the following five areas:

Priority setting and coordination,

Research funding capacity and alignment of components,

Innovation and commercialization,

Communications and the science/public interface and

Current and future human resource needs.

AN

Argyle Rowland Communications was chosen to assist the ARIO with the development of the Strategic Options
Paper. They identified future trends, benchmarked leading jurisdictions and provided an analysis of the
Ontario situation.

Argyle Rowland and ARIO members gathered some of the information by consulting with selected thinkers
in agri-food R&D and industry umbrella organizations such as the Ontario Agricultural Research Coalition
(OARC) and Ontario Agricultural Services Coordinating Committee (OASCC ). Our findings were used to
develop research and development strategy recommendations that we will present to Minister Peters in the
spring of 2004.

ARIO also had the privilege of reviewing the past accomplishments of the Food Research Program which is
funded by the Ontario Ministry of Agriculture and Food (OMAF) at the University of Guelph. Over the

past 4 years, the Program supported 44 projects, 36 of which will be completed by April 2004. Food
Program researchers were able to leverage $29.98 million (2000-2004) in outside funding, with 23% of
these funds provided by industry and non-government sources. The program’s accomplishments include
the development of: a new method for measuring the microbial quality of milk, and poultry and beef
carcasses (improving food safety); a new bio-agent for the control of blue and grey mould in apples, and
phosphopeptides from egg yolk that helps increase calcium absorption in humans.

The University of Guelph (U of G) proposed several changes for the OMAF-supported research programs for

2004/05 and beyond. In particular:

* A new focus on value-chains and outcomes-based programs that encourage innovation in meeting the
needs and priorities of Ontario as a whole and the province’s agri-food sector in particular.

* Astronger emphasis on building multi-disciplinary teams and engaging researchers from other depart-
ments and other institutions to combine their strengths to address the priority/priorities in a2 more
comprehensive and holistic manner and to enhance leverage of OMAF/U of G Agreement funds.

ARIO provided strategic direction for the future Food Program. Starting in 2004, the new program will support
seven food and health research initiatives over the next four years that are large and multidisciplinary,
involving researchers from across Canada, the USA and Britain.

The Environment related areas of the Resources Management and Environment program, along with the new
Food Program, formed the basis of a pilot program to introduce the former mentioned proposed changes to
OMAF/U of Guelph research. ARIO reviewed the pilot material and recommended to the Minister that the U of
G be encouraged to proceed with the proposed program changes.

ARIO looks forward to continuing to provide strategic advice to the Minister on Ontario’s agri-food research
and innovation agenda.

Ginty Jocius, PAg.
Chair
Agricultural Research Institute of Ontario
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Director’s Report

Ontario’s significant investment in agri-food research, education, technology transfer, analytical and
diagnostic services has resulted in a globally competitive sector that produces safe food products in
an innovative, environmentally responsible manner, and that is integral to Ontario’s economy. The
Ontario agri-food sector is highly diverse, producing a wide range of crop and livestock commodities
and food and other products.

The agri-food industry currently faces a wide range of issues that will need to be addressed by
research for the sector to remain competitive, viable, and a major economic contributor to the
Ontario economy in the future. These issues include nutrient management, source water protection,
BSE, deadstock disposal, climate change, and consumer demand for healthy, safe and inexpensive
food. In addition to the current issues, research will be needed so that the sector can take advantage
of the future opportunities in areas such as bioproducts and nutraceuticals.

Just as the future success of the agri-food sector depends on state-of-the-art research, the success of
research depends on having the appropriate supporting infrastructure available.

OMAF currently invests $41.5 million annually into research and education programs through the
agreement with the University of Guelph. An additional $9.8 million is invested in supporting the
R&D infrastructure.

As indicated by the Agricultural Research Institute of Ontario (ARIO) Chair in his report, ARIO has
championed the development of a Strategic Options Paper for Ontario’s Agri-food R&D system. This
Paper puts forward recommendations to help position Ontario as a jurisdiction that has an agri-food
research system that is forward looking, has world-class scientists and infrastructure, and is poised
to take advantage of new opportunities in areas such as bioproducts and health. As indicated by

the Minister of Agriculture and Food, the Honourable Steve Peters in the ARIO press release (Dec

3, 2003), “Research and technology transfer are the backbone of competitiveness for the agri-food
sector. Our goal is to make sure Ontario’s research investment helps Ontario stay at the leading
edge of innovation”.

[ extend my thanks to the ARIO members for their hard work and dedication to furthering innovative
agricultural and agri-food research in Ontario.

Don Taylor
Director of Research
Agricultural Research Institute of Ontario
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Financial Information
e

ROBINSON LOTT & BROHMAN LLP

Chartered Accountants and Business Advisors

To the Director of Agricultural
Research Institute of Ontario

We have audited the combined statement of financial position of the Research
Trust Funds of the Agricultural Research Institute of Ontario (‘ARIO”) as at March
31, 2004 and the combined statement of revenue and expenses for the year then
ended. These financial statements are the responsibility of ARIO’s management.
Our responsibility is to express an opinion on these financial statements based
on our audit.

We conducted our audit in accordance with Canadian generally accepted auditing
standards. Those standards require that we plan and perform an audit to obtain
reasonable assurance whether the financial statements are free of material mis-
statement. An audit includes examining, on a test basis, evidence supporting the
amounts and disclosures in the financial statements. An audit also includes assess-
ing the accounting principles used and significant estimates made by management,
as well as evaluating the overall financial statement presentation.

In our opinion, these financial statements present fairly, in all material respects,
the financial position of the Research Trust Funds of the Agricultural Research
Institute of Ontario as at March 31, 2004 and the results of their operations for
the year then ended in accordance with Canadian generally accepted accounting
principles.

e )

.(‘ ' .:r' A
Lfr""‘-"‘— /?‘Lflfﬁ_wf "I‘}‘—Le"—l’-:.\_@_,-__) fi“-r\f

Guelph, Ontario
June 8, 2004 Chartered Accountants
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Financial Information

Notes to the
Financial
Statements

For the year ending
March 31, 2004

1. NATURE OF BUSINESS

The Agricultural Research Institute of Ontario (ARIO) is a non-profit corporate body reporting directly to
the Minister of Agriculture and Food. It was created by the ARIO Act (1962) with specific responsibilities
over the co-ordination and direction of agricultural research programs in Ontario. These programs relate
to a broad range of commodities and disciplines, covering all aspects of the agri-food system. In addition,
ARIO manages the Vegetation Management Alternatives Program research fund on behalf of the Ministry of
Natural Resources, and all funding is provided by the Ministry of Natural Resources.

Funding for programs supported by the ARIO is available from two sources. The Ontario Government,
through the Ministry of Agriculture and Food, is the primary source of funding. The Ontario Government
also provides funding for the competitive research programs. The secondary source of funding is the
private sector. Under the ARIO Act, the Institute may accept grants and donations for research. These
funds usually come from commercial sources (such as agri-business, marketing boards, and producer
associations) and can be either designated for specific projects or non-designated. In addition, with the
approval of the Minister of Agriculture and Food, the ARIO is able to hold patents and earn royalties on
research developments.

All receipts are held in trust by the Director of Research and are allocated in accordance with the terms
of the funds.

The research funds are managed by the secretariat to ARIO as follows:

- Agricultural Research Institute of Ontario (ARIO)

- Enhanced Food Quality and Safety (EFQS)

- Alternative Renewable Fuels (formerly Ethanol Research)

- Vegetation Management Alternatives Program (VMAP)

- Niagara Tender Fruit Lands Program

- New Directions in Agri-Food and Rural Research Program (formerly named Special Research Program)
- Food Safety

- Healthy Futures

2. SIGNIFICANT ACCOUNTING POLICIES

(a) INVESTMENTS
All investments are carried at the lower of cost plus accrued interest or fair market value and
are recorded on the trade date basis.

(b) UNCLAIMED EXPENDITURES
Unclaimed expenditures are defined as the total approved budget for competitive research
projects less expenses incurred to date.

(c) INCOME TAXES
ARIO is not subject to income taxes.

(d) RESTRICTIONS ON THE EXPENDITURE OF FUNDS
The purpose, funding, terms and conditions, and duration of each research trust fund are
stipulated in the relevant Order-in-Council or Ministry correspondence.

(e) FINANCIAL INSTRUMENTS
Carrying amounts of the organization’s financial instruments including cash, accounts receiv
able, prepaid expenses, accounts payable, unclaimed expenditures and holdbacks approximate
fair value due to their short maturities.
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Financial Information

Notes to the (f) USE OF ESTIMATES

Financial The preparation of financial statements in conformity with Canadian generally accepted
accounting principles requires management to make estimates and assumptions that affect the

Statements reported amounts of assets and liabilities, the disclosure of contingent assets and liabilities at
the date of the financial statements and the reported amounts of revenues and expenses during

c the year. Actual results could differ from those estimates.
For the year ending

March 31, 2004 (g) DEFERRAL METHOD
Agricultural Research Institute of Ontario follows the deferral method of accounting for contri

butions. Restricted contributions are recognized as revenue of the appropriate fund in the year
in which the related expenses are incurred. Unrestricted contributions are recognized as
revenue of the appropriate fund when received or receivable if the amount to be received can
be reasonably estimated and collection is reasonably assured.

3. ARIO RESEARCH FUND
Revenues and expenses related to this fund consist of:

Designated Seed  Technology  Unpledged Total Total

Funds Royalty Royalty Equity 2004 2003

Grant revenue $ 341,488 $ 0 $ 0 $ 0 $ 341488 $ 24,000
Revenue & royalties 3,290 474,142 182,050 0 659,482 510,676
Investment income 1,838 26,843 19,455 9,546 57,682 50,374
346,616 500,985 201,505 9,546 1,058,652 585,050

Expenses 393,245 311,063 72,554 707 777,569 494,352
Net (deficit) surplus for the year (46,629) 189,922 128,951 8,839 281,083 90,698
Fund balance, beginning of year 22,748 320,744 237,894 150,698 732,084 665,727
Transfer to unclaimed expenditures 58,366 0 0 0 58,366 (425,153)
Transfer from other funds 0 0 0 0 0 400,812
Fund balance, end of year $ 34485  $ 510,666 $ 366,845 $ 159,537 $ 1,071,533 $ 732,084

4. LIABILITY FOR DISSOLUTION OF PROGRAM

The Niagara Tender Fruit Lands program was cancelled in July, 1995 after grant income of $3,759,000
had been received and costs of $1,400 had been incurred under agreements, which had been entered
into. All claims filed against ARIO for breach of contract due to the cancellation of the program

have been settled. Residual funds were returned to the Ontario government through the Ministry of
Agriculture and Food during the year.

5. STATEMENT OF CASH FLOWS

A statement of cash flows has not been presented, as it would provide no additional meaningful
information.

6. COMPARATIVE FIGURES

Prior year's figures have been reclassified to conform with the current year presentation.
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ARIO Budget

2003-2004 Research Funding

Ont. Gov't Funding ARIO Trust Fund Expense

OMAF

Innovation & Risk Management branch

and Univ. of Guelph Partnership 34,784,603*

Research funded through

seed & tech royalty dollars $276,910

Sub total $34,784,603 $276,910

COMPETITIVE RESEARCH

Enhanced Food Quality & Safety 8,113
Food Safety 1,000,000 1,835,133
Hog Baseline Study 330,250 119,081
Chicken Industry Study 400,000 267,085
New Directions 1,350,000 1,384,161
Sub total $3,080,250 $3,613,573
TOTAL $37,864,853 $3,890,483

Innovation and Risk Management Branch also provides secretariat and administrative suppport for ARIO.
* Includes administration and support services of approximately 3%.

OMAF Investment and Leveraged Funds in Agriculture, Food & Rural
Research and Innovation During 2003-2004

Food Safety 1.0 0.5
New Directions 1.4 2.7*
OMAF-University of Guelph Agreement 34.8 69.8**
TOTAL RESEARCH INVESTMENT 37.2

TOTAL LEVERAGED FUNDS 73.0

* One project had over 1 million in outside funding.
**  Estimated amount as the actual figure was not available at the time this report was written.
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ARIO Schedule of Research Reviews During

2003-2004*

W e Schedule of Research
under the OMAF- Reviews:
University of Guelph
Agreement.

ARIO Meeting:

1. Resource Management and Environment Program
Past Accomplishments (1999-2003)
Future Program 2003-2007 Update. .............oovvriiiiiiiiiiiiiieene, April 2003

2. Food Program
Strategic Review Update. ............ooviiiiiii e, November 2003

3. Ontario Agricultural Services Co-ordinating
Committee (OASCC) presentation of annual
reports by committee chairs.
Food Program strategic review and pilot
Environment pilot ........... . . February 2004

For more information, please contact Phil Malcolmson of
Innovation and Risk Management Branch,
Ontario Ministry of Agriculture and Food,

1 Stone Road West, Guelph, Ontario N1G 4Y2.
Email: phil.malcolmson@omaf.gov.on.ca

or phone: 519-826-4167
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