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Our Vision

To be the leading provider of herd
management solutions and knowledge to
support the development of a prosperous
and sustainable Canadian dairy industry.

Lactanet Canada
660 Speedvale Ave W, Suite 101

555, boul. des Anciens-Combattants

Guelph, ON

Sainte-Anne-de-Bellevue, QC

Canada N1K 1E5

Canada H9X 3R4

Tel: (519) 824-2320 | 1-800-549-4373

Tél : (514) 459-3030 | 1-800-266-5248

lactanet.ca
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A MESSAGE FROM OUR CHAIR

“PLANNING TODAY PROVIDES A FOUNDATION FOR
FUTURE GENERATIONS AND PROVIDES SECURITY
FOR THE CANADIAN DAIRY INDUSTRY.”
As we continue to identify and align our strengths
within the Lactanet partnership, 2019 was a year of
industry cooperation, communication, consolidation,
and coordination. Getting to know one another and
collaborating with three organizations that have
outstanding global reputations, continues to be at
the forefront of our work.

Integrating our operations allows us to grow our
strengths and leverage our expertise. Collecting
data from milk recording, lab diagnostics and
genetics, leads the way. Benchmarks and metrics
are essential to monitoring your animals, milking
systems, facilities, nutritional programs and herd
health. Vets and nutritionists tell us that they
rely deeply on the data. Since we know that no
two farms are alike and there are some regional
differences, we are here to customize the services
that best give you what you need.

Positioning our industry for the future isn’t easy.
It requires commitment, planning and patience.
Changing our ways to be more efficient offers
challenges, similar to what you have experienced
on the farm, and it’s important to stay true to the
course to fully realize the benefits. As producers
increasingly integrate technology and have come
accustom to analyzing their herd data, we need to
ensure it is intuitive, easy to understand and can
accommodate how we communicate.

In closing, I want to take this opportunity to formally
recognize the work of our new incoming Lactanet
Board of nine Directors, along with our outgoing
CanWest DHI Board. Thank you very much for
your time, commitment and leadership. I would
like to specifically recognize and acknowledge
Bob Matzek (BC), Wim van de Brake (AB), Harold
Kress (ON), Arlene Dorland (ON), John Mooney
(ON), Cox Wensink (ON) and John Wynands (ON)
for their contribution as members of the CanWest
DHI Board. Their input and guidance were a critical
part of this process and the success of this industry
milestone.

Like any business, we are maturing with time.
Learning and growing are essential to our future
well-being. The planning today provides a
foundation for future generations and provides
security for the Canadian dairy industry. You are
a part of this plan. Your support and participation
of our products and services is an important and
essential piece of the puzzle.

As a new and unified Board, we will continue to
act in the best interest of dairy producers across
Canada and strive to prepare our industry for
the future.

Prior to the launch of Lactanet, our three partner
Boards worked together to create an initial roadmap.
Our Strategic Plan is comprised of five key sections
with 92 different initiatives. We have more to offer
collectively. Expanding our reach with tried-andtrue services, state-of-the-art farm management
products, progressive technical tools, and science,
can provide smart management practice for all dairy
producers in the future.

Sincerely,
Barbara Paquet
Chair, Lactanet Canada
Producer from Saint-Côme-Linière, QC
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A MESSAGE FROM OUR CEO

“THIS YEAR, NEW INNOVATIVE PROJECTS
BEGAN AND EXCITING INITIATIVES UNDER
DEVELOPMENT WERE LAUNCHED.”
We are also in the process of launching eDHI ―
another innovative service that compliments
on-farm technologies. As the prevalence of
automated milking systems and the use of integrated
sensors continues to grow, this new application is
designed to meet the changing needs of our industry.
With eDHI, we can now offer the opportunity to
participate in industry programs, actively benchmark
your herd with others, receive genetic indexes and
produce publishable milk records ― all without the
need for staff to visit the farm. Early feedback from
new customers has been positive.

As CanWest DHI, CDN and Valacta came together
to form Lactanet, 2019 will be a year to remember.
We have only just begun to demonstrate the
opportunities of our partnership to support the
Canadian dairy industry in new and unique ways.
With our combined resources, expertise and a
unified strategy, there is much more that we can
accomplish together.
This year, new innovative projects began and
exciting initiatives under development were
launched. We are working together to deliver
the strategic objectives that were thoughtfully
developed by our new Board. Although we are only
six months in, the Lactanet partnership has proven
to be a natural step for our industry. There are a few
key highlights that I would like to share.

As an example of integrating genetics and herd
management, Compass was recently launched as a
free web-based genetics management tool. As a joint
development project involving CDN and Holstein
Canada, Compass is both impressive and intuitive,
and I strongly encourage you to give it a try to
explore your herds potential.

From coast to coast, our Lactanet field team
collected over five million milk samples from our
7,200 customers. Milk sample analysis continues to
be the cornerstone of benchmarking and provides
quality information for enhanced herd management
and profitability. It is a core service that we offer that
can have a direct impact on the productive life of
your herd.

As Lactanet, we will strive to add value by integrating
our best practices and by drawing on the expertise
of each of our founding partners. To streamline
our operations, we are also working on additional
internal business efficiencies that will take place over
our initial few years.

As time becomes more precious on the farm,
the use of convenient products and services
continues to remain strong and grow. The number
of milk samples tested for pregnancy confirmation
(GestaLab) increased another 4% over last year.
More than 40% of the five million milk samples
tested across the country were analyzed for
the detection of clinical and subclinical ketosis
(KetoLab). This has proven to be a reliable, simple
and cost effective option for monitoring transition
cows. New and upcoming herd management tools
related to milk analysis include: Udder Health
Monitor Report, Selective Dry Cow Therapy and
Bulk Tank Fatty Acid Profiles.

In closing, our successful transition to Lactanet
would not be possible without the dedication and
perseverance of our staff ― they have continued to
learn and adapt. And finally, I would to acknowledge
the guidance of the CanWest DHI Board that led our
organization through the successful establishment
of Lactanet, and the leadership demonstrated by the
new Lactanet Board of Directors, as we head into the
next decade.
Sincerely,
Neil Petreny
CEO, Lactanet Canada

5

2019 BOARD OF DIRECTORS

LACTANET CANADA BOARD
(Back, L to R): Gert Schrijver (AB), Pierre Lampron (QC), Ed Friesen (MB), Korb Whale (ON), Harm Kelly (ON)
(Front, L to R): Yvon Boucher (QC), Tom Pasco (ON), Barbara Paquet, Chair (QC), Matthew Flaman, Vice-Chair (SK), Gilles Côté (QC)

CANWEST DHI BOARD

(Top, L to R): Ed Friesen, Chair (MB), Matthew Flaman, Vice-Chair (SK), Arlene Dorland (ON), Harm Kelly (ON), Harold Kress (ON)
(Bottom, L to R): John Mooney (ON), Cox Wensink (ON), Korb Whale (ON), Wim van de Brake (AB), Bob Matzek (BC)
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CORPORATE OBJECTIVES FOR 2020

REACH

Lactanet herd management solutions include milk recording, our soon
to be introduced eDHI, lab services, software products and advisory
and genetic services. We plan to broaden and customize our traditional
offering to best fit our customer’s dairy management needs and
business models.

ACHIEVE

Milk recording is one of our most valuable herd management services for
a more profitable operation. It includes routine milk analysis and record
processing services that can impact the productive life of dairy herds.
We will be releasing five new Milk Recording products, services and
options to support, retain and attract new customers.

GROW

Herd management software has become a key tool for progressive
dairy farmers. Lactanet offers state-of-the-art software and plans to
penetrate this market further, with a focus on larger herds and those
with multiple robots.

IMPLEMENT

Animal traceability is vital for biosecurity, good management practices
and food security. Building on nearly two decades of experience in
Quebec, DairyTrace will provide the foundation for a national dairy cattle
traceability program in Canada.

INTRODUCE

Innovation is one of our values and key to our future success. The
introduction of a Bulk Tank Fatty Acid Profile (FAP) is a new management
tool from the Centre of Expertise. This exciting new analysis service
will identify nutritional imbalances of the herd that ultimately affect a
producers bottom line.

AT LEAST 79% OF
CANADIAN DAIRY FARMERS
WITH LACTANET HERD
MANAGEMENT SERVICES

A MILK RECORDING
MARKET SHARE OF 70.5%

HERD MANAGEMENT
SOFTWARE MARKET
SHARE TO 48% OF MILK
RECORDED COWS

A NATIONAL DAIRY CATTLE
TRACEABILITY PROGRAM

A BULK TANK FATTY ACID
PROFILE ANALYSIS SERVICE
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LACTANET STATISTICS

(AS OF SEPTEMBER 30, 2019)

HERD NUMBERS
2019

2018

2017

2016

Atlantic

315

332

343

349

Quebec

3,452

3,733

3,994

4,187

Ontario

2,471

2,609

2,708

2,797

156

160

167

172

82

84

92

92

Alberta

330

362

381

392

British Columbia

257

268

286

302

7,063

7,548

7,971

8,291

2019

2018

2017

2016

Atlantic

31,560

34,545

34,585

33,259

Quebec

257,251

275,359

283,048

282,283

Ontario

221,426

237,328

241,027

233,843

Manitoba

28,227

30,347

29,380

26,713

Saskatchewan

16,425

16,047

14,717

15,565

Alberta

53,609

58,430

58,844

56,860

British Columbia

49,813

50,901

52,090

51,218

658,311

702,957

713,691

699,741

2019

2018

2017

2016

Atlantic

100

104

101

95

Quebec

75

74

71

67

Ontario

90

91

89

84

Manitoba

181

190

176

155

Saskatchewan

200

191

160

169

Alberta

163

161

154

145

British Columbia

194

190

182

170

Lactanet Canada

93

93

90

84

			

Manitoba
Saskatchewan

Lactanet Canada

COW NUMBERS
			

Lactanet Canada

AVERAGE HERD SIZE
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LACTANET STATISTICS

(AS OF SEPTEMBER 30, 2019)

MILKING SYSTEMS
ROBOT

2019

2018

Atlantic

11.4%

9.4%

Quebec

9.7%

8.6%

Ontario

11.8%

10.2%

Manitoba

34.6%

30.0%

Saskatchewan

23.2%

23.8%

Alberta

15.8%

16.3%

British Columbia

20.6%

17.5%

Lactanet Canada

11.9%

10.5%

PARLOUR

2019

2018

Atlantic

44.1%

45.9%

Quebec

8.0%

7.2%

Ontario

28.7%

28.7%

Manitoba

41.7%

48.8%

Saskatchewan

67.1%

71.0%

Alberta

78.5%

78.0%

British Columbia

76.3%

78.7%

Lactanet Canada

24.1%

23.7%

TIE-STALL

2019

2018

Atlantic

45.1%

45.6%

Quebec

83.9%

84.8%

Ontario

58.2%

60.4%

Manitoba

22.4%

28.8%

Saskatchewan

8.5%

12.0%

Alberta

6.1%

6.9%

British Columbia

3.1%

3.0%

64.4%

66.2%

Lactanet Canada
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THANK YOU TO OUR INDUSTRY PARTNERS
Agri-Traçibilité Quebec (ATQ)
Alberta Milk
Agriculture and Agri-Food Canada (AAFC)
Atlantic Veterinarian College
Ayrshire Canada
BC Dairy Association
BC Milk Marketing Board
Dairy Farmers of Canada
Dairy Farmers of Manitoba
Dairy Farmers of Ontario
Canadian Brown Swiss & Braunvieh Association
Canadian Cattle Identification Agency (CCIA)
Canadian Guernsey Association
Canadian Livestock Genetics Association (CLGA)
Canadian Milking Shorthorn Society
Canadian Food Inspection Agency (CFIA)
Québec Artificial Insemination Centre (CIAQ)
EastGen
Holstein Canada
Jersey Canada
OMAFRA
Ontario Milk Transporters Association (OMTA)
Ontario Veterinary College
SaskMilk
Semex Alliance
University of Alberta
University of British Columbia
University of Calgary
University of Guelph
University of Manitoba
McGill University
Laval University
University of Saskatchewan
WestGen
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Financial Statements of

ONTARIO DAIRY HERD
IMPROVEMENT CORPORATION
And Independent Auditors’ Report thereon
Year ended September 30, 2019
KPMG LLP
115 King Street South 2nd floor
Waterloo ON N2J 5A3 Canada
Tel 519-747-8800 Fax 519-747-8830

INDEPENDENT AUDITORS’ REPORT
To the Board of Directors of Ontario Dairy Herd Improvement Corporation

Opinion
We have audited the financial statements of Ontario Dairy Herd Improvement Corporation (the Entity), which
comprise:
•

the statement of financial position as at September 30, 2019

•

the statement of operations and changes in net assets for the year then ended

•

the statement of cash flows for the year then ended

•

and notes to the financial statements, including a summary of significant accounting policies

(Hereinafter referred to as the ‘’financial statements’’).
In our opinion, the accompanying financial statements present fairly, in all material respects, the financial position
of the Entity as at September 30, 2019, and its results of operations and its cash flows for the year then ended in
accordance with Canadian accounting standards for not-for-profit organizations.

Basis for Opinion
We conducted our audit in accordance with Canadian generally accepted auditing standards. Our responsibilities
under those standards are further described in the ‘’Auditors’ Responsibilities for the Audit of the Financial
Statements’’ section of our auditors’ report.
We are independent of the Entity in accordance with the ethical requirements that are relevant to our audit of the
financial statements in Canada and we have fulfilled our other ethical responsibilities in accordance with these
requirements.
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our opinion

Responsibilities of Management and Those Charged with Governance
for the Financial Statements
Management is responsible for the preparation and fair presentation of the financial statements in accordance
with Canadian accounting standards for not-for-profit organizations, and for such internal control as management
determines is necessary to enable the preparation of financial statements that are free from material misstatement,
whether due to fraud or error.
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In preparing the financial statements, management is responsible for assessing the Entity’s ability to continue as
a going concern, disclosing, as applicable, matters related to going concern and using the going concern basis
of accounting unless management either intends to liquidate the Entity or to cease operations, or has no realistic
alternative but to do so.
Those charged with governance are responsible for overseeing the Entity’s financial reporting process.

Auditors’ Responsibilities for the Audit of the Financial Statements
Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from
material misstatement, whether due to fraud or error, and to issue an auditors’ report that includes our opinion.
Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in accordance
with Canadian generally accepted auditing standards will always detect a material misstatement when it exists.
Misstatements can arise from fraud or error and are considered material if, individually or in the aggregate, they
could reasonably be expected to influence the economic decisions of users taken on the basis of the financial
statements.
As part of an audit in accordance with Canadian generally accepted auditing standards, we exercise professional
judgment and maintain professional skepticism throughout the audit.
We also:
•

Identify and assess the risks of material misstatement of the financial statements, whether due to fraud
or error, design and perform audit procedures responsive to those risks, and obtain audit evidence that is
sufficient and appropriate to provide a basis for our opinion.
The risk of not detecting a material misstatement resulting from fraud is higher than for one resulting from
error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the override of
internal control.

•

Obtain an understanding of internal control relevant to the audit in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of
the Entity’s internal control.

•

Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates
and related disclosures made by management.

•

Conclude on the appropriateness of management’s use of the going concern basis of accounting and,
based on the audit evidence obtained, whether a material uncertainty exists related to events or conditions
that may cast significant doubt on the Entity’s ability to continue as a going concern. If we conclude that a
material uncertainty exists, we are required to draw attention in our auditors’ report to the related disclosures
in the financial statements or, if such disclosures are inadequate, to modify our opinion. Our conclusions
are based on the audit evidence obtained up to the date of our auditors’ report. However, future events or
conditions may cause the Entity to cease to continue as a going concern.

•

Evaluate the overall presentation, structure and content of the financial statements, including the disclosures,
and whether the financial statements represent the underlying transactions and events in a manner that
achieves fair presentation.

•

Communicate with those charged with governance regarding, among other matters, the planned scope and
timing of the audit and significant audit findings, including any significant deficiencies in internal control that
we identify during our audit.

Chartered Professional Accountants, Licensed Public
Accountants
Chartered
Professional Accountants, Licensed Public Accountants
Waterloo, Canada
Waterloo,
Canada
December
9, 2019
December 9, 2019
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ONTARIO DAIRY HERD IMPROVEMENT
CORPORATION
Statement of Financial Position

September 30, 2019, with comparative information for 2018
2019

2018

Assets
Current assets:
Cash and cash equivalents (note 2)
Short-term investments (note 3)
Accounts receivable (note 4)
Prepaid expenses and deposits
Current portion of long-term receivable (note 5)

$

Long-term receivable (note 5)
Capital assets (note 6)
Accrued pension asset (note 7)

235,536
2,224,036
1,792,169
362,588
17,921
4,632,250

$

223,000
2,176,254
1,910,177
225,138
16,219
4,550,788

41,342

59,923

5,945,155

6,035,982

716,900

1,316,500

$

11,335,647

$

11,963,193

$

4,291,967
1,770,876

$

4,078,420
1,931,662

Liabilities and Net Assets
Current liabilities:
Accounts payable and accrued liabilities (note 8)
Unearned revenue
Debt - principal repayments required within one
year (note 9)
Debt - loans and mortgages (note 9)
Net assets (note 11):
Invested in capital assets
Accrued pension asset
Unrestricted
Subsequent event (note 9)
$
See accompanying notes to financial statements.
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340,081
6,402,924
544,201
6,947,125

295,175
6,305,257
598,364
6,903,621

5,060,873
716,900
(1,389,251)
4,388,522

5,142,443
1,316,500
(1,399,371)
5,059,572

11,335,647

$

11,963,193

ONTARIO DAIRY HERD IMPROVEMENT
CORPORATION
Statement of Operations and Changes in Net Assets

Year ended September 30, 2019, with comparative information for 2018
2019
Revenue:
Basic
Optional
Other service revenues
Dairy Farmers of Ontario
Toronto Stock Yards

$

Expenses:
Employee related costs
Laboratory
Record processing (CDHI-national processing centre)
Optional service
Automobile and travel
Amortization and operating leases
Director, delegate and annual meeting
Telephone and postage
Computer maintenance and support
Administrative services (legal, bank and audit)
Marketing and communications
Forms and supplies
Facilities costs (office and laboratory) (note 10)

5,392,342
3,219,365
2,745,681
1,782,088
141,765
13,281,241

2018
$

8,533,185
1,336,089
705,560
652,369
556,703
361,671
214,011
163,705
155,812
108,095
104,485
101,629
(112,365)
12,880,949

Excess of revenue over expenses before the undernoted
Pension expense (note 7)
Excess (deficiency) of revenue over expenses
Net assets, beginning of year

8,600,746
1,734,293
714,500
627,894
608,101
333,758
214,472
182,789
164,056
93,256
110,288
128,740
(32,299)
13,480,594

400,292

715,882

(466,142)

(308,692)

(65,850)

407,190

5,059,572

Remeasurement items (note 7)

6,810,782

(605,200)

Net assets, end of year

$

See accompanying notes to financial statements.
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5,669,614
3,522,360
3,050,155
1,814,136
140,211
14,196,476

4,388,522

(2,158,400)
$

5,059,572

ONTARIO DAIRY HERD IMPROVEMENT
CORPORATION
Statement of Cash Flows

Year ended September 30, 2019, with comparative information for 2018
2019

2018

Cash provided by (used in):
Operations:
Excess (deficiency) of revenue over expenses
Items not involving cash:
Amortization
Gain on disposal of capital assets
Defined benefit pension plan expense
Employer contributions to pension plan
Changes in non-cash operating working capital:
Accounts receivable
Prepaid expenses and deposits
Accounts payable and accrued liabilities
Unearned revenue

$

Financing:
Repayment of debt - loans and mortgages
Advances - loans and mortgages
Investing:
Addition of capital assets
Proceeds on disposal of capital assets
Change in short-term investments
Repayment of long-term receivable, net
Increase in cash and cash equivalents
Cash and cash equivalents, beginning of year
Cash and cash equivalents, end of year

$

See accompanying notes to financial statements.
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(65,850)

$

407,190

572,823
(9,765)
440,200
(445,800)

554,836
(11,464)
281,300
(688,600)

118,008
(137,450)
213,547
(160,786)
524,927

(340,752)
(85,424)
518,755
60,099
695,940

(311,285)
302,028
(9,257)

(313,244)
(313,244)

(482,003)
9,772
(47,782)
16,879
(503,134)

(210,270)
8,671
(35,621)
(76,142)
(313,362)

12,536

69,334

223,000

153,666

235,536

$

223,000

ONTARIO DAIRY HERD IMPROVEMENT
CORPORATION
Notes to Financial Statements

Year ended September 30, 2019
Ontario Dairy Herd Improvement Corporation (the "Corporation") is incorporated without share
capital and is exempt from income taxes as a non-profit entity.
The Corporation provides participating Ontario dairy producer members and industry partners with
information concerning milk production that is an essential element in effective herd and industry
management.
On May 19, 2017, CanWest Environmental was incorporated without share capital under the
Canada Not-for-profit Corporations Act and is exempt from income taxes as a non-profit entity. The
Corporation and CanWest Environmental are commonly controlled as they have the same members
of their Boards of Directors. CanWest Environmental provides laboratory analysis for testing water,
milk, other liquids and non-liquids. CanWest Environmental had no operating activity during the year.
On June 3, 2019, the Lactanet partnership was formed comprised of Canadian Dairy Network,
Ontario Dairy Herd Improvement Corporation, Western Canadian Dairy Herd Improvement Services
Association and Valacta. The partnership allows each entity to operate independently and on a selfsustaining basis and brings together the leading dairy herd improvement organizations that are
responsible for milk recording, genetic evaluations, and knowledge transfer in Canada.
1.

Significant accounting policies:
These financial statements are prepared in accordance with Chartered Professional
Accountants of Canada (CPA Canada) Handbook Part III - Canadian accounting standards for
not-for-profit organizations. The Corporation’s significant accounting policies are as follows:
(a) Revenue recognition:
The Corporation follows the deferral method of accounting for its revenue.
Basic and optional service fees are billed semi-annually, in January and July of each year,
in advance of the services to be performed. Unearned revenue represents that portion of
the July billings in respect of unperformed services at the financial position date.
Other service revenue is recorded as revenue when services are performed.
The Dairy Farmers of Ontario levy is received and recorded as revenue on a monthly
basis.
(b) Cash and cash equivalents:
Cash and cash equivalents include cash on hand and short-term deposits, which are
highly liquid with original maturities of less than three months from the date of acquisition.
These financial assets are convertible to known amounts of cash and are subject to an
insignificant risk of changes in value.
4
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ONTARIO DAIRY HERD IMPROVEMENT
CORPORATION
Notes to Financial Statements (continued)
Year ended September 30, 2019

1.

Significant accounting policies (continued):
(c) Capital assets:
Capital assets are recorded at cost. Repairs and maintenance costs are charged to
expense. Betterments which extend the estimated life of an asset are capitalized.
Capital assets are amortized on a straight line basis using the following annual rates:
Years
Building
Paving
Laboratory equipment
Furniture and equipment
Milk meters and samplers
Computer software and equipment
Automobiles

40
20
7
5
5
3 or 5
4

The carrying amount of an item of capital assets is tested for recoverability whenever
events or changes in circumstances indicate that the carrying amount may not be
recoverable. An impairment loss is recognized when the asset’s carrying amount is not
recoverable and exceeds its fair value.
(d) Accrued pension asset:
The Corporation has the following accounting policies:
(i) Defined benefit pension plan:
The Corporation has a defined benefit pension plan covering all eligible employees.
The benefits are based on years of service and the employee’s final average earnings.
The Corporation accrues its obligations under the plan as employees render the
services necessary to earn benefits. The defined benefit obligations and the fair value
of the plans’ assets are measured as at the end of the year.
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ONTARIO DAIRY HERD IMPROVEMENT
CORPORATION
Notes to Financial Statements (continued)
Year ended September 30, 2019

1.

Significant accounting policies (continued):
(d) Accrued pension asset (continued):
(i) Defined benefit pension plan (continued):
At year-end the Corporation recognizes, in the statement of financial position, the
defined benefit obligation net of the fair value of plan assets, if any, adjusted for any
valuation allowance. The cost of the plan for the year, except for remeasurements and
other items, is recognized in the statement of operations. Remeasurements and other
items, which comprise the aggregate of: the difference between the actual return on
plan assets and the return calculated using the discount rate used in determining that
defined benefit obligation at the beginning of the year; actuarial gains and losses; the
effect of any valuation allowance in the case of a net defined benefit asset; past service
costs; and gains and losses arising from settlements and curtailments, are recognized
directly in net assets in the statement of financial position and presented as a
separately identified item in the statement of changes in net assets. The amount of
remeasurements and other items is calculated by determining and aggregating each
component of remeasurements and other items.
(ii) Defined contribution pension plan:
The Corporation has a defined contribution pension plan for a small number of
employees. Contributions to the plan are expensed as incurred.
(e) Foreign currency translation:
At the transaction date, each asset, liability, revenue and expense is translated into
Canadian dollars by the use of the exchange rate in effect at that date. At the year end,
monetary assets and liabilities are translated into Canadian dollars by using the exchange
rate in effect at that date. The resulting foreign exchange gains and losses are included in
income in the current period.
(f)

Financial instruments:
Financial instruments are recorded at fair value on initial recognition and are subsequently
recorded at fair value. The Corporation has elected to carry bonds at fair value.
Transaction costs incurred on the acquisition of financial instruments measured
subsequently at fair value are expensed as incurred. All other financial instruments are
adjusted by transaction costs incurred on acquisition and financing costs, which are
amortized using the straight-line method.
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ONTARIO DAIRY HERD IMPROVEMENT
CORPORATION
Notes to Financial Statements (continued)
Year ended September 30, 2019

1.

Significant accounting policies (continued):
(f)

Financial instruments (continued):
Financial assets are assessed for impairment on an annual basis at the end of the fiscal
year, if there are indicators of impairment. If there is an indicator of impairment, the
Corporation determines if there is a significant adverse change in the expected amount or
timing of future cash flows from the financial asset. If there is a significant adverse change
in the expected cash flows, the carrying value of the financial asset is reduced to the
highest of the present value of the expected cash flows, the amount that could be realized
from selling the financial asset or the amount the Corporation expects to realize by
exercising its right to any collateral. If events and circumstances reverse in a future period,
an impairment loss will be reversed to the extent of the improvement, not exceeding the
initial carrying value.

(g) Use of estimates:
The preparation of the financial statements requires management to make estimates and
assumptions that affect the reported amounts of assets and liabilities and disclosure of
contingent assets and liabilities at the date of the financial statements and the reported
amounts of revenue and expenses during the year. Significant items subject to such
estimates and assumptions include the carrying amounts of capital assets; provisions for
impairment of trade accounts receivable; and assets and obligations related to employee
future benefits. Actual results could differ from those estimates.
2.

Cash and cash equivalents:
The Corporation has unused credit facilities of $1,750,000 available, and when drawn, incurs
interest at the bank's prime rate. The line of credit is secured by a general security agreement
covering accounts receivable, investments, inventory, equipment, and an assignment of fire
insurance.
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3.

Short-term investments:
2019
Guaranteed Investment Certificates
Accrued interest

2018

$

2,198,239
25,797

$

2,156,593
19,661

$

2,224,036

$

2,176,254

Guaranteed Investment Certificates have effective interest rates ranging from 2.21% to 2.77%
(2018 - 1.25% to 2.70%) and maturity dates of December 2019 to June 2021 (2018 - December
2018 to June 2021).
4.

Accounts receivable:
2019
Accounts receivable
Allowance for doubtful accounts

5.

2018

$

1,792,169
-

$

1,910,177
-

$

1,792,169

$

1,910,177

Long-term receivable:
2019
Loan bears interest at 6% per annum and is repayable in
blended monthly equal installments of $1,747 and
matures October 31, 2022.
$

Less current portion

59,263
59,263

2018

$

17,921
$

8
20

41,342

76,142
76,142
16,219

$

59,923
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5.

Long-term receivable (continued):
Principal repayments are due as follows:

2020
2021
2022
2023

6.

$

17,921
19,026
20,199
2,117

$

59,263

Capital assets:

Cost
Land
Building
Laboratory equipment
Furniture and equipment
Automobiles
Computer software and
equipment
Milk meters and samplers
Paving

$

$

Accumulated
amortization

1,247,272 $
6,109,905
1,667,531
528,897
361,176

2019
Net book
value

- $
2,481,505
1,092,313
519,282
296,771

1,247,272 $
3,628,400
575,218
9,615
64,405

996,368
993,460
96,118

718,115
861,835
85,751

278,253
131,625
10,367

12,000,727 $

6,055,572 $

5,945,155 $

2018
Net book
value
1,247,272
3,842,934
442,490
9,329
48,838
230,305
199,294
15,520
6,035,982

Amortization is recorded in the statement of operations as follows: Amortization and operating
leases $175,331 (2018 - $325,733), laboratory $177,805 (2018 - $6,318), and facilities costs
$219,687 (2018 - $222,785). Included in computer software and equipment is $182,399 (2018 $120,361) that is not being amortized. Amortization will commence when the capital assets are
available for use.
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7.

Accrued pension asset:
(a) The Corporation has a defined contribution pension plan for a small number of employees.
During the fiscal year the Corporation contributed $79,309 (2018 - $64,291) to the plan.
(b) The information relating to the Corporation's defined benefit pension plan is as follows:
2019

2018

Accrued pension obligation
Fair value of plan assets

$ (23,465,000)
24,181,900

$ (22,458,100)
23,774,600

Accrued pension asset - funded status surplus

$

$

716,900

1,316,500

The amount of remeasurement loss recognized in net assets for the year ended
September 30, 2019 is $605,200 (2018 - $2,158,400).
The Ontario government enacted new pension legislation in 2018. Amongst other
changes, the most prominent feature of the legislation is a revised funding framework that
reduces minimum funding requirements under the solvency/plan termination basis, while
strengthening the going concern funding by requiring a provision for adverse deviations
("PfAD") to be added to the obligation and current service cost. Consistent with prior year,
the PfAD is included in the accrued benefit obligation as at September 30, 2019 and
current service cost for the fiscal year.
The most recent funding recommendation concerning the defined benefit pension plan is
contained in the Actuarial Report for funding purposes as at December 31, 2017, dated
October 2018. The results of the valuation have been extrapolated to September 30, 2019.
Until the next required actuarial valuation for funding purposes has been completed,
effective no later than December 31, 2020, the minimum required contributions from the
Corporation for fiscal year 2020 are determined to be 262.9% of employee contributions.
8.

Accounts payable and accrued liabilities:
Included in accounts payable and accrued liabilities are government remittances payable of
$162,401 (2018 - $173,411), which includes amounts payable for HST and payroll related
taxes.
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9.

Debt - loans and mortgages:
The Corporation maintains a credit facility agreement with a bank that provides for repayment of
debt as noted below for loans and mortgages. The Corporation has selected a floating interest
rate instead of locking in a rate for a specified term and the lender has the right to call for
repayment at any time. Although Management does not believe that the demand features of the
debt will be exercised in the upcoming year, the loans and mortgages have been classified as
current liabilities due to the terms of the debt agreement.
2019
Subsequent to year end, on October 25, 2019, the
Corporation refinanced the loan from a variable interest
rate loan to a fixed interest rate loan. Under the revised
terms, the equipment loan is non-revolving, payable on
demand, with interest at 3.66%, scheduled monthly
blended payments of principal and interest of $4,144.
Equipment loan non-revolving, payable on demand,
interest at bank prime plus 0.25%, scheduled
monthly principal payments of $5,952
Mortgage non-revolving, payable on demand, interest
at prime plus 0.25%, scheduled monthly blended
payments of $7,604
Mortgage non-revolving, payable on demand, interest
at bank prime plus 0.25%, scheduled monthly
blended payments of $12,855

$

Less current portion:
Debt - principal repayments required within one year
Debt - net of contracted principal repayments
required within one year
$

11
23

280,709

2018

$

-

95,232

166,657

211,735

291,760

296,606

435,122

884,282

893,539

340,081

295,175

544,201

598,364

-

$

-
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9.

Debt - loans and mortgages (continued):
(i)

General security agreement:
Loans and mortgages are secured under a general agreement on land, buildings,
equipment, investments and an assignment of rent.

(ii)

Guarantee:
The Corporation and Western Canadian Dairy Herd Improvement Services (WCDHIS)
have provided corporate guarantees to each other to maximize their business partnership
with the Corporation providing a corporate guarantee to WCDHIS in the amount of
$1,775,000. WCDHIS provides a corporate guarantee to the Corporation in the amount of
$500,000.

(iii) Principal repayments:
Management does not believe that the demand features of the debt will be exercised in the
upcoming year. Assuming no demand is made to pay any of the debt, then regular
principal payments required under the renewed terms are as follows:
2020
2021
2022
2023
2024
Thereafter

$

340,081
303,276
85,111
44,768
46,434
64,612

$

884,282

Interest payments on debt during the year totaled $39,217 (2018 - $41,395) and are
included in facilities costs.
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10. Facilities costs:
Facilities costs include the net costs incurred related to head office and lab space occupied by
the Corporation, as well as, the Corporation's gross rents received and property costs incurred
during the year on its commercial real estate properties. The significant components of facilities
costs are as follows:
2019
Property costs incurred
Gross rental revenues
Amortization

2018

$

513,246
(845,298)
219,687

$

572,085
(827,169)
222,785

$

(112,365)

$

(32,299)

11. Net assets:
The Corporation requires sufficient net assets to:
 Manage fluctuating cashflows resulting from semi-annual billing process
 Meet the liabilities of the Corporation
 Fund infrastructure upgrades, replace capital assets, develop new products, etc.
 Allow the Corporation the ability to pursue new business opportunities that may arise.
The amount invested in capital assets of $5,060,873 (2018 - $5,142,443) represents the net
book value of the capital assets less the related debt. The amount invested in accrued pension
asset of $716,900 (2018 - $1,316,500) is not available to the Corporation for operational
purposes. The amounts invested in capital assets and in the accrued pension asset were
approved by the Board of Directors and are not available for future use. The Board of Directors
has not restricted other net assets including cash, short-term investments, accounts receivable
and prepaid expenses and deposits.
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12. Financial risks:
The Corporation manages its investment portfolio to earn investment income and invests
according to a Statement of Investment Policy approved by The Board. The Corporation is not
involved in any hedging relationships through its operations and does not hold or use any
derivative financial instruments for trading purposes.
The Corporation believes that it is not exposed to significant market risk arising from its financial
instruments.
Credit risk refers to the risk that a counterparty may default on its contractual obligations
resulting in a financial loss. The Corporation deals with creditworthy counterparties to mitigate
the risk of financial loss from defaults.
The Corporation is exposed to interest rate risk on its fixed and floating interest rate financial
instruments. Fixed-interest instruments subject the Corporation to a fair value risk while the
floating-rate instruments subject it to a cash flow risk.
Additionally, the Corporation believes it is not exposed to significant liquidity risk as all
investments are held in instruments that are highly liquid and can be disposed of to settle
commitments. See note 3 for further details on investments held.

13. Comparative information:
The financial statements have been reclassified, where applicable, to conform to the
presentation used in the current year. The changes do not affect prior year’s excess of revenue
over expenses.
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