Agricultural
Research
Institute

of Ontario

Annual Report
2004-2005






Agricultural Research

Institute + Ontario

%
—
4
1]
—
Z
O
O

Ministry Vision and Role of ARIO ..........cccceeeeenee. 4
Letter to the Chair ......ccooeevviiiiiii e, 5
Chair's REPOIt.....cccvviieiiie e 6
Director’s REpPOrt .......oeveviviiiiiiiii e 7

Financial Information

Auditor’'s REpOrt....cceuveviiiieei e 8
Combined Balance Sheet ..........cceeeviiiiiviiiinnnnnn. 9
Combined Statement of

Revenue and EXPENSES ........ccoeevvveeviieeiiineennnnn. 10
Notes to Financial Statements ..........ccccccceeee. 11

Major Issues Considered by ARIO
During 2004-2005 .......cooeiiiiiieeieiie e 13

Annual Report
2004-2005




Ministry

Vision

ad Role of ARIO

Ministry Vision

‘A strong agri-food sector
that is integral to Ontarios
economy and contributes
innovative solutions to
protect the environment,

1o provide safe and
nutritious food, to promote
the bio-economy and to
support the health and
well- being of Ontarians.”

The Ontario Ministry of
Agriculture and Food invests
significantly in research,
education, technology transfer
and analytical and diagnostic
services to achieve the above
vision.

A strategic and coordinated
priority setting system is
integral to funding excellent
research. The Agricultural
Research Institute of Ontario
is an important part of such
a system.

Role of the Agricultural
Research Institute of Ontario

The Agricultural Research Institute
of Ontario (ARIO) fills a unique role
in providing strategic direction for
research activities that contribute

to prosperous, competitive and sus-
tainable agricultural, food and rural
sectors in Ontario. The Institute was
created in 1962 under the Agriculture
Research Institute of Ontario Act and
reports to the Minister of Agriculture,
Food and Rural Affairs. ARIO’s man-
date, as defined by the Act, is to

advocate areas of research for the
betterment of agriculture, veterinary
medicine and consumer studies and
to increase production efficiency and
marketing of agricultural products
by stimulating interest in research.
In addition, ARIO reviews OMAFRA-
funded research programs.

ARIO is comprised of 15 members
(maximum) appointed by the Minister
of Agriculture, Food and Rural Affairs.

2004-2005 ARIO Members

Ginty Jocius, Chair,
Mr. JP Connell, Vice Chair
Don Taylor, Director of Research

Jom Aw

Cole Cacciavillani
Douglas Cleary
Alma Conn

Terry Cowan
Greg Hannam

Yvon Martel (ex-officio)

Rob Cunnington, Comptroller
Rebecca Force, Recording Secretary

Janet Parsons
Tom Sanderson
Tom Van Dusen
Jim Vidoczy
Jeff Wilson

Secretariat to ARIO is provided by the
Research and Innovation Branch.
Acting Director: Phil Malcolmson
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Guelph, Ontario
June 7, 2005

Honourable Leona Dombrowsky

Minister of Agriculture, Food and Rural Affairs
Legislative Buildings

Toronto, Ontario M7A 1A3

Dear Minister Dombrowsky:

| have the honour of submitting the 41st annual report of the Agricultural Research
Institute of Ontario (ARIO) for the period April 1, 2004 to March 31, 2005.

Members of the Agricultural Research Institute of Ontario had a very challenging year
with our focus on the Strategic Options For Agri-Food Research and Development in
Ontario, reviews of OMAFRA-funded research and participation in the Premier’s
Summit and other events.

The Agricultural Research Institute of Ontario was very encouraged by the reception of
the Ontario Ministry of Agriculture, Food and Rural Affairs to our advice. We appreciate
the good work done by the ministry on implementing many of our key recommendations.

We also valued the opportunity to dialogue with farm stakeholders regarding the
recommendations and appreciated their support of our ideas.

Members of the Agricultural Research Institute of Ontario feel privileged to make
recommendations for research funding and to work with research staff of the highest
calibre at the University of Guelph, 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

Institute of Ontario (ARIO) presented sixteen
strategic recommendations for the future
directions of agri-food research in Ontario to
the former Minister Peters. These recommenda-
tions form a framework for long-term change

in research and development, and were based
on the Strategic Options paper completed in
2003-04.

In June 2004, the Agricultural Research

The Agricultural Research Institute of Ontario
(ARIO) Board focused on key, transformational
recommendations which include:

1. Better alignment with the federal research
investment.

2. An annual Agri-Food Innovation Forum for
agri-food researchers, innovators, and
policy experts. The Forum would be the
ideal place to recognize and celebrate
young research talent in Ontario.

3. A new, forward looking research priority
setting process.

4. Transfer the ownership of provincial agricul-
tural research stations to ARIO.

Agriculture and Agri-Food Canada (AAFC) and
the Ontario Ministry of Agriculture, Food and
Rural Affairs (OMAFRA) staff have discussed
ways to coordinate research priorities and will
continue to work together for the benefit of
Ontario and Canada during ensuing years.

In January 2005, an Ad Hoc Panel was formed
to give ARIO strategic, long-term (5 to 10 year)
global perspectives on agri-food research priori-
ties in Ontario. The Panel, which was chaired
by John Core, consisted of representatives from
industry, academia, Agriculture and Agri-Food
Canada (AAFC) and other jurisdictions. Input
from the Panel will be considered when ARIO
provides advice on the future direction of the
proposed Sustainable Production Systems
Research Program at the University of Guelph.
ARIO is thankful to the Panel for their hard work.

The inaugural Agri-Food Forum is entitled, “Food
— A Healthy Value Proposition”, and will be held
in Toronto on June 19-21, 2005. The Forum
will present valuable information about the agri-
food sector and its impact on human health to
public- and private-sector scientists, researchers,
agricultural producers, business innovators and
executives. The forum is a joint effort of Agri-
culture and Agri-Food Canada, MaRS Landing,
Ontario Agri-Food Technologies and OMAFRA.

The Forum will host the first, Agri-Food Innova-
tion Awards Program which will recognize and
celebrate young research talent in Ontario. Both
the Awards Program and the Forum will be fund-
ed through the Agricultural Policy Framework,

an agreement among the federal, provincial and
territorial governments.

Another key recommendation is that the fourteen
provincial research stations and three agricultural
colleges be transferred from the government to
ARIO. Research infrastructure is critical to the
future success of Ontario’s agri-food research and
innovation effort. The transfer of the stations and
colleges to ARIO has received broad stakeholder
support, as was mentioned to the Premier at the
Premier’s Summit in December 2004.

In addition to the above activities, ARIO provided
strategic advice for the University of Guelph’s
new, proposed Bio-products Research Program.
Successful projects are expected to begin in May
2005.

ARIO looks forward to another interesting year
of providing strategic advice to the Minister
on Ontario’s agri-food research and innovation
agenda.

Ginty Jocious, PAg.
Chair, ARIO
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the agri-food sector to remain viable and
competitive and to take advantage of future
opportunities in areas such as bio-products

and nutraceuticels. OMAFRA currently invests
about $40 million on research for the benefit
of the agri-food sector.

Innovative research is needed in order for

State of the art research requires a focused,
strategic direction in order to be effective.

The Agricultural Research Institute of Ontario
(ARIO) presented their 16 recommendations
for the future of agri-food research in Ontario
to Minister Peters in June, 2004. Ministry
staff then developed options for implementing
ARIO’s key transformational recommendations.

ARIO’s recommendation that Ontario host
an annual, international forum on agri-food
innovation was advanced during the year by
OMAFRA, Agri-Food Canada (AAFC), MaRS
Landing, and Ontario Agri-Food Technologies
(OAFT). The Forum addresses the provincial
government’s priority of Healthier Ontar-
ians and has the support of the Honourable
George Smitherman, Minister of Health and
Long Term Care. The purpose of the Forum is
to build awareness regarding innovation and
business practices along the whole agri-food
value chain. It will illustrate the significant
contribution that research and development
makes to both human health and to the cre-
ation of economic opportunities for the
agri-food industry.

The first Agri-Food Innovation Awards Program
will be celebrated at the Forum. The purpose
of these awards is to recognize and celebrate
ag-based life science successes by research-
ers, businesses and youth who develop or pro-
mote new value-added, innovative products.
Hopefully, the awards will also create further

Director’s

Report

interest in the areas of life sciences and build
on the public’s awareness of accomplishments
that had occurred in this field.

Ministry staff developed an implementation
plan for the transfer of the fourteen research
stations and three agricultural colleges from
the government to ARIO. Such a transfer
would allow for the implementation of a busi-
ness model which would align the research
infrastructure with strategic priorities, support
excellence in research, and encourage third
party investment while retaining provincial
government ownership and oversight.

Lastly, ministry staff facilitated the formation
of an Ad Hoc Panel to advise ARIO about stra-
tegic, long term research priorities. They con-
sulted with Agriculture and Agri-Food Canada
and other jurisdictions such as Alberta, and
the United States of America regarding their
research priorities. The Panel will use the
information gathered to advise ARIO concern-
ing the new Sustainable Production Systems
Research Program at the University of Guelph.
In addition to the Panel’s advice, ARIO will use
criteria which were developed through joint
meetings with the Ontario Agricultural Services
Coordinating Committee to evaluate the
OMAFRA funded University of Guelph research
programs.

| sincerely thank ARIO for all their hard work
and dedication to furthering innovative agri-
cultural and agri-food research and other initia-
tives during the past year and look forward to
future endeavours with them.

Don Taylor, Director of Research
Agricultural Research Institute of Ontario
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Financial

Information

Auditor’s Report

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, 2005 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 misstatement. An audit includes examining, on a test
basis, evidence supporting the amounts and disclosures in the financial
statements. An audit also includes assessing 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, 2005 and the results of
their operations for the year then ended in accordance with Canadian
generally accepted accounting principles.

Guelph, Ontario ﬁpé‘“’“—" bk v oot LLFP

June 20, 2005 Chartered Accountants
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Financial

Information

Notes to the Financial Statements
for the year ended March 31, 2005

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 responsibili-
ties 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 addi-
tion, ARIO manages the Vegetation Manage-
ment 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 ei-
ther 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 royal-
ties 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.

Agricultural Research Institute of Ontario - Annual Report 2004-2005

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

* Agricultural Research Institute of Ontario
(ARIO)

* Alternative Renewable Fuels

* Vegetation Management Alternatives
Program (VMAP)

* New Directions Research Program

* Food Safety Research Program

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 condi-
tions, 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 receivable, prepaid expenses,
accounts payable, unclaimed expenditures
and holdbacks approximate fair value due
to their short maturities.



Financial

Information

2. SIGNIFICANT ACCOUNTING POLICIES

(f) USE OF ESTIMATES
The preparation of financial statements in
conformity with Canadian generally accept-
ed accounting principles requires manage-
ment to make estimates and assumptions
that affect the 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
the year. Actual results could differ from
those estimates.

3. ARIO RESEARCH FUND

(g) DEFERRAL METHOD
Agricultural Research Institute of Ontario
follows the deferral method of accounting
for contributions. Restricted contributions
are recognized as revenue of the appro-
priate 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.

Revenues and expenses related to this fund consist of:

Designated Seed Technology | Unpledged | Total 2005 | Total 2004
Funds Royalty Royalty Equity
Grant income $12,389 $0 $0 $12,389 | $341,488
Revenue and royalties 3,272 592,253 155,733 0 751,258 659,482
Investment Income 14,109 30,457 24,340 8,434 77,340 57,682
29,770 622,710 180,073 8,434 840,987 | 1,058,652
Expenses 261,490 493,685 12,317 562 768,054 771,569
Net (deficit) surplus for the year (231,720) | 129,025 167,756 7,872 72,933 281,083
Fund balance, beginning of year 49,913 503,256 361,471 156,893 | 1,071,533 | 732,084
Transfer from unclaimed expenditures 323,625 0 0 323,625 58,366
Transfer to food safety (127,889) 0 0 (127,889) 0
Fund balance, end of year 13,929 632,281 529,227 164,765 | 1,340,202 | 1,071,533

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 2003-2004 fiscal 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 to the current year presentation.
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Major Issues Considered

by ARIO During 2004-2005

April 2004

* Argyle Rowland's presentation of their draft R&D Strategic Options Paper

* University of Guelph'’s report on the Food and Environment Pilot Research
Programs

* University of Guelph's proposal for a Bio-Products Research Program &
deferment of the Animal Program

June 2004

* OMAFRA's presentation of proposed priorities for the new Bio-Products
Program Research Program at the University of Guelph

* Ontario’s Bio-Products Strategy Presentation by Gord Surgeoner of Ontario
Agri-Food Technologies

* Presentation of Commercialization Initiatives at Brock University by Amy
LeMay

* Putting Canada First presentation by Dr. Jim Brandle, Agriculture and Agri-Food
Canada

September 2004

» Update on the United States Department of Agriculture Think Tank by OMAFRA
* Presentation of OMAFRA's implementation plan for ARIO’s Recommendations

* Feedback from Ontario Agricultural Research Coalition (OARC) on the Argyle For more information,
Rowland Report and ARIO’s Recommendations please contact:
Phil Malcolmson
Februa ry 2005 Research and Innovation Branch,
Ontario Ministry of Agriculture
* Presentations by committee chairs of annual reports of the Ontario Agricultural and Food and Rural Affairs,
Services Co-ordinating Committee (OASCC) 1 Stone Road West,
Guelph Ontario N1G 4Y2

phil.malcolmson@omaf.gov.on.ca
or phone: 519-826-4167
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