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The AAFC - Delhi Research Station was closed on March 31st, 2013. Erie Innovation and
Commercialization has an interest in facilitating the re-purposing of the centre, and has
commissioned the Synthesis Agri-Food Network team to develop sustainable recommendations
for the future of the station.
The Delhi Research Station is a 150-acre site with a modern, well-maintained laboratory and
field facilities in the sand plains of Norfolk County. The lab space is modest (4 principal
researchers) with a large capacity for plant growth in chambers and greenhouses. Extensive field
and field-related facilities for the growing and processing of plant and seed material include: 114
acres of farm plots, an irrigation system, plant grinding and drying facilities, machinery
maintenance and general storage, chemical storage, seed storage and cold rooms.
The purpose of this document is to describe the assets of the station, the future-use options that
were identified and analyzed, the outcomes of the focus group sessions, as well as our
recommendations for repurposing the Delhi Research Station.

31+0"+1'*"$&"*"$6,1,&
This report includes a catalogue of the fixed assets at the facility, as well as SWOT analysis on
the potential sale and re-purposing of the Delhi Research Station. The main strengths of the
facility are the flat, sandy soil fields with irrigation infrastructure and several large main
buildings which could be adapted for diverse purposes. The location of the station in Norfolk
County is both a strength and a weakness: the rich agricultural diversity in the region generates a
strong local interest in successful re-purposing of the facility, but its remoteness from urban
centres may make it difficult to attract and retain highly skilled workers to the station. Other
points to consider include the close proximity of the station to other research stations, including
the Simcoe Research Station and the Vineland Research and Innovation Centre.
There are several opportunities presented by the potential sale of the station. The site is ideally
suited for field crop and laboratory research, and the sandy soil is well-suited to water-related
crop research. There is also a variety of large outbuildings related to crop processing and field
research. Although the multiple outbuildings may be onerous and costly for a single user, this
feature of the property lends flexibility to the site, whereby individual buildings could be adapted
for use by multiple independent users, both agricultural and non-agricultural.

90+05%:;,%&<=+1'*,>&3?<!&@*"$6,1,&"*8&A514"56&3/5%%*1*B&
Through consultations with the steering committee and local stakeholders, ten options for repurposing the facility were assessed, including: Canadian Agricultural Water Research Institute
(CAWRI ), Agri-Food Innovation Centre (AFIC) , Combined-use Agricultural Centre,
Privatization, Superfood development and commercialization centre, Food safety, security and
traceability, Partnership with existing research stations, Agriculture-based education and
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research, Multi-use facility ± mix of agricultural and non-agricultural users, and Biofuels and
biomass research and commercialization.
All ten options were submitted to Strengths, Weaknesses, Opportunities, Threats (SWOT)
analyses, and these results were used to perform a primary screening of the options based on
their strategic fit, financial viability, and potential achievability. From this primary screening
effort, three options were identified as strong candidates for potential future use of the Delhi
facility:
x A Combined-use Agricultural Centre
x A Multi-use Facility
x Privatization
Additionally, three other options were identified as feasible potential users of part, but not all, of
the facility:
x Canadian Agricultural Water Research Institute
x Agri-Food Innovation Centre
x Superfood Development and Commercialization

9'/0,&C5'0=&)'*,0$+"+1'*,&
In February and March 2013, four focus group meetings were held, drawing a wide range of
participants including federal and provincial government specialists, grower groups, community
leaders, university researchers, industry and economic development supporters. Participants were
presented with a description of the Delhi Research Station and the current facilities at the site, as
well as an overview of the ten potential future-use options under consideration and the primary
screening process that narrowed the future uses to three leading options. Feedback and
discussion about the future of the centre was encouraged both during the presentations and
through a written survey. All sessions had lively discussions drawing on the expertise and
experiences of participants.
In summary, the combined-use agricultural centre concept received the most support from focus
group participants, and was also ranked as the most viable option by half of respondents. The
multi-user facility was also ranked highly, as this concept is very similar to the combined-use
agricultural centre but with an expanded focus beyond agriculture. The option to privatize the
station was met with mixed reactions; some participants were strongly supportive while an equal
number were strongly opposed to this option.
Throughout the focus group meetings, only one participant wanted to be added to the list of
prospective tenants of the facility. The focus group participants were also asked to submit the
names of companies and organizations that may be interested in partnering with the facility.
These organizations have been added to the list of prospective tenants/partners that has been
generated by Synthesis Agri-Food Network.
One of the focus group meetings centred on the concept of a Canadian Agricultural Water
Research Institute (CAWRI) in Delhi, and it brought together researchers from universities, the
Southern Ontario Water Consortium, grower and community groups and industry. There was
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strong support for the concept of agricultural water research in Canada, but no prospective
tenants or users of the facility were identified through this focus group meeting.

D0,1*%,,&E'8%$&95"4%F'5G,&
As the most strongly supported future-use option was a combined-use agricultural centre, four
business model frameworks were generated to analyze the financial feasibility of this type of
centre. These four frameworks would also be suitable for the multi-use facility option. The four
main frameworks included:
1 - Delhi Ag Centre (DAC) Ownership of Delhi Research Station (DRS)
2 - Delhi Ag Centre Ownership - Division of Land
3 - Delhi Ag Centre Ownership - DAC Acquires DRS at Minimal Cost
4 - Delhi Ag Centre Management of Facility - Alternative Capital Structure
Ultimately, based upon the estimated monthly operating costs and the expected rental income
that could be generated by the DRS, none of the frameworks presented provide a sustainable
business model for the repurposing of the DRS, as they were not able to generate enough
revenue to cover the basic monthly operating expense / cash flow requirements. The most
feasible options were Framework 3 and Framework 4. In Framework 3, the proposed Delhi Ag
Centre (DAC) acquires the DRS at minimal cost. This framework would entail disposal of the
research station outside of the regular federal real estate disposal process. Despite having a
negligible cost of acquiring the station, this option still resulted in an estimated monthly deficit
of close to $4,000. In Framework 4, the site would be purchased by a grower and used for
commercial agricultural production, while the facilities would be leased to the proposed DAC.
This option also resulted in a monthly deficit of $5,712, but this loss may be offset by the use of
farm profits to subsidize the DAC.

<+H%5&<=+1'*,&
Other options with the potential for re-purposing the centre in a fiscally responsible manner are
discussed in the report, including the formation of a public-private partnership, privatization of
the facility, or the conversion of the facility to permit an agricultural zoning for the property.
Additionally, two potential funding sources for creating a financially feasible option were
proposed, including public funding through the FedDev program or a membership option for the
proposed Delhi Agricultural Centre, but neither of these proposals is expected to result in a
fiscally responsible business plan.

)'*/$0,1'*,&
Through this process of developing a re-purposing plan we have, with the guidance of the
steering committee:
x performed a situational analysis of the Delhi Research Station
x examined ten options for the future of the Delhi Research Station,
x conducted four focus groups with local stakeholders,
x communicated with over 100 companies and organizations about the opportunity, and
x analyzed four different frameworks for building a viable, fiscally responsible plan.
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Despite local interest in a multi-user agricultural centre, the formation of an independent nonprofit Delhi Agricultural Centre (DAC) is not recommended at this time. However, the viability
of a DAC would increase if a public-private partnership was formed with the Municipality, but
this hinges on the ability of the partnership to acquire the facility at low or no cost and would
require a reduction in taxes on the property. We recommend the feasibility of a public-private
partnership be further explored by the Municipality.
If the potential of a public-private partnership with the municipality is not possible, then based
on the analysis presented in this report, privatization appears to be the most feasible and fiscally
responsible plan to re-purpose the Delhi Research Station (DRS) facility. Privatization may
involve purchase of the DRS by a commercial company or by an agricultural producer. The
unique and numerous facilities at the site may be used by the purchaser, leased to other private
users, or modified for other uses. The marketplace and the demand for these unique facilities and
land will determine the value and eventual use of the property.
The privatization of the facility for commercial use is a viable option if the user has a strong
specific requirement for the unique facilities at the station (i.e. a research-based agricultural
company), or if the user has an interest in modifying the facilities for other uses (i.e. light
manufacturing or expanded office space). If the station is purchased by a large multi-site
research company, a potential deficit associated with operating the facilities may be offset by the
net value of the station to that specific company.
Likewise, the privatization of the facility for farm use is also a viable option and may include the
rental of unused buildings or land from the grower to other private users. Through
communication with the steering committee and other outreach activities, we have identified six
companies and organizations with a potential interest in using several parts of the DRS facilities
and land. This level of interest by multiple potential users indicates that this model has a good
likelihood of success.
In either privatization option, research-based agricultural company or farm use, a purchaser
should be able to use the analysis in this report and prospective tenants identified, to maximize
the use of the facility and thereby maximize the benefit of the site to the local economy and
community.
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The AAFC - Delhi Research Station was closed on March 31st, 2013. Erie Innovation and
Commercialization has an interest in facilitating the re-purposing of the centre, and has
commissioned the Synthesis Agri-Food Network team to develop sustainable recommendations
for the future of the station.
O verview of the Asset
The Delhi Research Station is a 150-acre site with a modern, well-maintained laboratory and
field facilities in the sand plains of Norfolk County. The lab space is modest (4 principal
researchers) with a large capacity for plant growth in chambers and greenhouses. Extensive field
and field-related facilities for the growing and processing of plant and seed material include: 114
acres of farm plots, an irrigation system, plant grinding and drying facilities, machinery
maintenance and general storage, chemical storage, seed storage and cold rooms.
This situational analysis section of the report contains: a detailed listing of fixed assets (including
identified strengths and weaknesses), a brief summary of historical and recent use, and an
estimated operating budget for the property.

LJK&M%,/51=+1'*&'(&+H%&@,,%+&
LJI&31+%&N&O'/"+1'*&
The Delhi research station is located at 711 Schafer Side Road, just north of Hwy 3 between
Tillsonburg and Delhi (see aerial image and map, Figure 1A and 1B). The station encompasses
150 acres with 114 acres farmed, 8 buildings and several greenhouses (see site plan, Figure 2).
The station is highly visible from Schafer Side Road and has attractive well-maintained irrigated
landscaping and ample parking. The station is surrounded by private farmland on all sides and is
bordered by Concession Rd 1N on the north side and by a private bush lot on the west edge.
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F igure 1A : M ap of Region

F igure 1B: A erial image of the Delhi Research Station
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F igure 2: Site plan of buildings
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The Delhi site, through its long research history, has amassed a variety of outbuildings designed for various farm and research purposes,
including laboratory, administration, equipment storage and repair, and plant growth facilities. The following table (Table 2.1)
describes each building, its current uses, the year of construction and any identified strengths and weaknesses.
T able 2.1: Building L ist and Description
BLDG
Photo

F unction

Y ear
built

Dimensions

72

Main
1999 1205 m2
Administration
and Research
Labs

61

Maintenance
Service
Building

1980 15m x 23m

Strengths
- reception and
administration offices
- 4 laboratories and
associated equipment
rooms
- infrastructure (water
treatment, telephone,
IT, shipping and
receiving dock
- current capacity is 8
admin staff and 24
research staff
- has two maintenance
areas, with overhead
doors
- three offices
- agronomy and seed
cleaning lab
- grinding lab and seed
storage lab have good
air exhaustion (2009)
- connected to B62
- new roof (2010)

W eaknesses

- in general, the
overhead doors on all
buildings are
maintained, but may
need upgrades

10

62

Seed Storage
1981 15m x 50m
and Implement
Storage

66

Chemical
Storage

1984 95m2

67

Crop
Processing

1994 251 m2

- seed storage room;
wood shop; flammable
goods storage room;
large implement
storage space
- flammable goods
URRPLV³LQWULQVLFDOO\
VDIH´
- connected to B61
- new roof (2010)
- building is
³LQWULQVLFDOO\VDIH´
- storage of acids and
bases, solvents, and
radioactive materials
- has a fumehood,
potable water

- remote from
laboratory building

- four walk-in cold
storage rooms
- crop processing
equipment
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68

Pesticide
Storage

1992 67 m2

- pesticide storage
- pesticide rinsate spray
pad runs into aboveground tank

69

Implement
Storage

1992 483 m2

- equipment storage
- 24 ft storage loft in
west end of building
- fertilizer storage area
under the loft

70

Header House

1994 155 m2

31

Greenhouse

1972 174 m2

- for preparation of
greenhouse plants
- connects to B72 and
greenhouses 31, 26, 71
- has boiler room for
greenhouse controls
- new pumps on boiler
(used as a backup)
- steel frame with glass
covering
- four individually
climate controlled areas
- suitable for growing
plants year-round
- Argus system controls
temperature, light,
automatic watering

- pesticide rinsate
filtration system will
not be sold with the
farm

- a mediumtechnology
greenhouse, not as
productive as newer
high-tech facilities
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26

Greenhouse

1959 232 m2

- muck beds with steel
frame and glass walls
- A frame design
- used for starting
plants earlier in the
spring and can extend
the fall season also

- not climate
controlled
- not suitable for
year-round
production

71

Greenhouse

1994 181 m2

- a mediumtechnology
greenhouse, not as
productive as newer
high-tech facilities

39

Greenhouse

1979 372 m2

- steel frame with glass
covering
-climate controlled
(Argus system)
- suitable for growing
plants year-round
- Argus system controls
temperature, light,
automatic watering
- steel frame and glass
- used for starting
plants earlier in the
spring and can extend
the fall season also

32
33

Greenhouses
(Polyethylene)

1972 228 m2
1972 109 m2

- plastic with steel
frame
- used for starting
plants earlier or to
extend the fall season
- can vary the plastic
coverage to acclimatize
plants or provide shade

- not climate
controlled
- not suitable for
year-round
production

- not climate
controlled
- not suitable for
year-round
production
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73

Drying Shed

2000 naa

- has four
compartmentalized
drying chambers
- can dry multiple
samples at one time
- plant preparation area
in the covered shed

- not yet determined
if dryers will remain
with the facility

74

Equipment
Storage
Cover-all

1999 334 m2

- located in bush on
east side of farm

- not covered by
security system

75

Irrigation
Pond
Pumphouse

2004 26 m2

- located on east side of
farm
- houses irrigation
pumps

63
64
65

Tobacco
Drying Kilns

1972
1978
1981
1985

11 m2
41 m2
62 m2
16 m2

- were in use by
CTRF, but not used
or maintained since
2009
- outdated technology

14

farm

a

Weather Hut
(Environment
Canada)

1999 naa

- exact weather data
available through
Environment Canada

na = not applicable/ not available
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LJP&74"B%,&'(&D01$81*B&QL&
Water treatment

RO water (for lab use)

Growth Chambers

Central lab bench

Side lab bench

Equipment Room
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LJR&9"54$"*8&"*8&7551B"+1'*&36,+%4&
The farm consists of 114 acres of flat sandy soil field plots. The field and related facilities are
one of the most unique and strongest assets of the Delhi site. The farm is currently divided into
approximately 130 plots, and an on-site Environment Canada weather station provides specific
temperature and rainfall data for the farm.
There is an extensive irrigation system that runs under Schafer Road to irrigate both sides of the
farm. Nearly all plots on the farm can be irrigated and the orchards have a newer drip irrigation
system. Two wells feed the east irrigation pond and have a fill capacity of 200 gallons per
PLQXWH$QHOHFWULFKSSXPS LQVWDOOHG¶V KDVDQRXWSXWRIJDOORQVSHUPLQXWH$
portable diesel pump (installed 1994) has an output of 600 gallons per minute. In 2004, a 10 h.p.
pump and filter were installed to trickle-feed 2.5 acres of orchard at one time. The current water
permit for the east irrigation pond allows a maximum irrigation of 396 000 US gallons per day,
and backfilling of the pond by 144 000 US gallons per day. The amount of preventative
maintenance on the system varies from year to year.
One potential weakness of the farm site is in determining past use and how that may impact
future land use. One long term experiment involved adding radioisotopes to a section of soil for a
number of years. We have determined that carbon-14 was the only isotope used at the site and
the amount retained in the soil is negligible and should not affect future use. Other plots have
been used for GMO trials (confined trial, plants with novel traits) and these sites will continue to
be monitored for a few more years. Specifically, a 30m x 42m area will be maintained
(periodically tilled and seeded with winter rye) and monitored for volunteer canola plants for a
period of 4 years.
In order to determine any environmental impacts of historical research use, an environmental site
assessment of the farm was conducted in 2003/2004, and the results concluded that there were no
groundwater impacts of organochlorine pesticide or volatile organic compound use and no
further investigations are required with respect to research conducted prior to 2004.

LJS&)5'=&A5'/%,,1*B&9"/1$1+1%,&&
The crop processing facilities including seed grinding and seed processing, were designed for
researchers to grind, process or prepare the material from research plots. The dust collection
equipment in these areas was also designed for this small-scale batch use. The AAFC farm
operations manager, Albert Asztalos, has indicated that the system would not be suitable for
continuous processes or commercial seed production.
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The Delhi station was founded in 1933 as a substation of the Harrow Research Centre, and it was
involved exclusively in tobacco research. It became an independent tobacco research station in
the 1960s and added new crops to its mandate in the early 1980s. The station has been at the
centre of advances in the Ontario tobacco industry and as such, has enjoyed an important and
unique relationship with tobacco growers.
With the decline of federal tobacco research, the station has been used for research into
alternative crops, such as peanut, ginseng, asparagus, and sweet potatoes. The station has also
provided space to other users, including Ontario Ministry of Agriculture, Food and Rural Affairs
(OMAFRA), the AAFC - Pesticide Minor Use Program, as well as CTRF (Canadian Tobacco
Research Foundation) and AERC (Agriculture Environmental Renewal Canada Inc. - sorghum,
millet). The CTRF and AERC stopped using the station when the buildings they rented (Building
60 and Building 30) were torn down within the past five years because of age and asbestos
concerns. With the closure of the Delhi station, we understand that the AAFC Pesticide Minor
Use program trial work will likely move to AAFC Vineland Research Station (a satellite of
AAFC, London).
The most recent AAFC users of the Delhi station completed our survey examining recent use of
the farm land and other facilities. Results of the survey indicated that the strengths of the Delhi
facility for crop research are:
x land base on light-textured soils,
x climate unique to SW Ontario,
x access to irrigation,
x ample greenhouse facility
The survey results also highlight the strength of Delhi as a remote site, suitable for isolation
work such as testing GMO canola and testing pathogen inoculation of apple trees.
We understand that the recent AAFC users have moved their critical plant material to alternate
locations. Our impression is that the AAFC scientists may still need seed grinding and plant
material drying facilities, and there may be some potential for service contracts if these facilities
are still available for use at Delhi.
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The following is a SWOT Analysis Delhi Research Station:
ST R E N G T HS
F ields
x 114 acres of relatively flat fields are ideal for research related crop production; sandy soil
is suitable to production of a wide range of crops including fruit, vegetables and special
crops.
Buildings
Several buildings on the site that can be adapted for various uses, including:
x /DUJH³PDLQ´EXLOGLQJZLWKIRXUIXOO\HTXLSSHG laboratories, office space and four
greenhouses.
x Large warehouse/storage building 62 with an attached workshop building 61.
x Several other buildings that can be adapted to various uses (storage, offices, work areas).
I r rigation system
x The site includes a well-established system including: ponds, wells, piping, pumps and an
underground piping system that can irrigate the entire farm.
x The sandy soils make this location ideal for water based research in sand/drought
conditions.
Norfolk County agricultural diversity
x The Norfolk County area has a very diverse agricultural sector and produces a wide
variety of crops such as: fruits, vegetables, field crops (grains and oilseeds) and specialty
crops (ginseng) etc.
Property divided by the road
x The site includes property on two sides of the road (split west and east) which may
provide the opportunity to have different uses/owners/tenants for each side of the road or
to keep the property intact as a complete unit.
Local community engaged
x There appears to be local support and interest in the facility. This local initiative will be
crucial for the sustainability of a multi-user or semi-private facility.

W E A K N ESSES
Location in relation to science community
x Delhi is not an ideal location in relation to science community ± it is not close to existing
universities or other science based organizations which may be a weakness in attracting
WDOHQWWRWKHDUHDRULQFUHDWLQJDVFLHQFHEXVLQHVV³LQFXEDWRU´
Simcoe Research Station nearby
x The Simcoe research station is within 15 km of the Delhi site and already provides crop
and laboratory research services in the area including horticulture crops.
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V ineland Research and Innovation C entre (V R I C) relatively close
x While not as close in proximity as the Simcoe station, VRIC is relatively close to Delhi it is an innovation centre and provides research services to the fruit, vegetable and
horticulture sector including grapes, soft fruit and novel fruits and vegetables.
Past field usage
x One area of the field on the west side of the road needs to be monitored for several years
because of past GMO testing. There may be other past field uses (chemical applications,
pathogen testing) that may impact sensitive future-use options. No issues have been
confirmed at this time, and potentially sensitive uses may be evaluated on a case-by-case
basis at a later time.
Several buildings
x The site includes several buildings, which may be an advantage for the site in having
multiple tenants/uses but it may also prohibit ease of access if one tenant/owner is
interested in the site (higher cost and less efficient to operate several builds instead of
fewer, larger buildings).
Site idle as of M arch 2013
x The research activity on the property has stopped and the facilities are closed. There was
a minimal staff of 2-4 people employed at the site through the fall and winter of 2012,and
the site was fully closed as of March 31st 2013.
x The longer the site sits idle, the less attractive it will be for new business and the higher
the potential for buildings and equipment to be in disrepair (for example greenhouses,
labs, crop dryers, equipment).
A nchor tenant
x $VLWHRIWKLVVL]HZLOOQHHGDQ³DQFKRU´WHQDQWDFRPSDQ\RURUJDQL]DWLRQWKDWFDQPDNH
a significant (30+% use of buildings/land) and long term commitment (10 year) to the
property in order to sufficiently reduce the financial risk to the organization taking
ownership of a repurposed facility.
L ab and field facilities
x There is a disparity between the size of farm and the size of lab space ± if the facility is
used solely for research, the farm capacity outstrips the laboratory capacity. The site is
well suited to field research or multiple users with additional offsite facilities.
Utilities
x There are a few issues with utilities that may impact future uses (water, hydro). Some
services may need to be upgraded or modified under private ownership.

O PP O R T U N I T I ES
F ield crop and lab research facility
x The site offers an ideal setting for groups seeking a location to do in-field crop research
trials as well as laboratory research/testing analysis at the same location.
W ater related crop research
x Sandy soil is conducive to testing water related crop research such as drought tolerance in
crops, water movement in soil, nutrient/particle movement in soil, irrigation system
testing.
x
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M ulti-tenant usage / flexibility
x This site has a combination of buildings including: laboratories, greenhouses,
outbuildings, warehousing sand workshops ideally suited to multi-tenant use in separate
buildings if desired.
x The site is very flexible and could combine complimentary agricultural and nonagricultural interests for example agricultural research/production, training centre,
warehousing, and light commercial or industrial use.

T H R E A TS
L ack of anchor tenant
x ,IDGHTXDWHILQDQFLDOVXSSRUWDQGFRPPLWPHQWIURPDQ³DQFKRUWHQDQW´LVQRWVHFXUHGLW
may be difficult to find enough suitable tenants to cover the operating costs for the
facility.
Under-utilization or incor rect utilization
x If several tenants come together as a group to lease the facility, it must fully and properly
utilize the facility, farmland as well as buildings, to cover the operating costs and provide
value to the tenants in order to be viable in the long term.
Surplus agricultural research capacity in O ntario
x Ontario is currently viewed by many to have excess agricultural research capacity and
organizations are actively looking to consolidate research activities to reduce the costs
associated with supporting the current number of research stations. If traditional
supporters of agricultural research in Ontario agree with the AAFC decision, it may be
difficult to attract a critical mass of support for repurposing the Delhi Research Station.
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The following is our current estimate of the potential range of the operating costs for the Delhi
Research station. The "Annual Operating" costs are estimated based on the historical 5 year
average of costs incurred by AAFC during years when the station was in operation (2006/07 2010/11), as well as tax and insurance estimates from local sources. Our assumption for staffing
is that one full time administrative co-ordinator and one full time maintenance manager will be
required to manage the site overall. It may be possible to handle the site maintenance using a
general contractor rather than an employee, but we expect there to be similar costs in either case.
The second, lower, estimate is a bare bones estimate of the costs of keeping the "Lights on" and
the buildings heated and maintained. These numbers should be considered order of magnitude
estimates of the revenue needed from tenants to be economically sustainable.
Estimated Operating Budget - Delhi Research Station
Operating

Annual
Operatinga

Lights One

Telecommunication & Internet Services

$

3,240

$

250

Repair and Maintenance - Buildings b

$

32,700

$

35,000

Repair and Maintenance - Equipment c

$

22,800

Public Utilities Services (hydro)

$

169,000

$

100,000

Materials and Supplies

$

35,953

Micellaneous costs and rentals

$

5,470

Professional and Special Services d

$

42,250

$

40,000

Insurance

$

45,000

$

22,000

Taxes g

$

98,000

$

98,000

One fulltime administrative co-ordinator (office)

$

39,600

$

40,000

One fulltime maintenance manager (buildings & site)

$

60,500

$

61,000

Seasonal maintenance (summer maintenance)

$

12,500

$

12,500

Estimated Annual Operating Costs

$

567,013

$

408,750

Estimated Monthly Operating Costs

$

47,251

$

34,100

f

Staffing to operate the site and facility

a

costs are based on average of 5 years where possilbe (2006/07-2010/11) while the facilities were in use

b

based on historical but may include some costs of small capital projects

c

based on historical but may include repairs on farm equipment
including security services, based on 5 year average of current costs
e
costs are based on 2011/12 and include only basic operating and building upkeep. .
Can be considered a proxy for a "lights on" budget
f
Insurance estimates were provided by Dan Hill (McKiee & Farrar, Simcoe) and are based on the estimated size, condition
and value of the buildings.
For the "annual operating" scenario, the estimate reflects the recent use of the facility as a research centre with a mix of farm
and lab equipment, and also includes a special liability for professionals on staff. The estimate does not include coverage of
crops, chemicals and produce.
d

For the "lights on" scenario, the estimate is based on the assumption that the buildings will be occupied, but will not be in use
as a research facility. The estimate does not include any equipment or special liabilities for research.
g

Tax information was provided by Sue Boughner (Manager Revenue & Taxation, Norfolk County). Tax estimate is based on
the 2012 PILT (payment in lieu of taxes) billed to Public Works (PWGSC). The PILT is calculated much like the regular tax
billing process using the MPAC assessment for 2012 of $2 919 000 and the tax class is Commercial Full PIL.
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The Delhi Research Station officially closed on March 31st, 2013 and the Agriculture and AgriFood Canada Real Property Branch will maintain the facility at minimum levels either through a
local government facility manager or, most likely, by contracting a local private firm until the
property is disposed of.
The property disposal process for the Delhi site is underway and Real Property Branch is
currently doing due diligence. This government process involves investigating the land title,
doing a risk assessment with regards to First Nations property rights, and other legal obligations
such as environmental and heritage site assessment. Once the due diligence process has been
completed, the property disposal process continues in one of two streams: strategic or routine.
We contacted Michel Falardeau, Director of Real Property and Building Operations for AAFC,
who indicated that this property will likely fall under the routine stream, as its property value
would not affect local markets. The routine process would be:
1. Assessment of federal department interest
2. Assessment of provincial and municipal interest
a. When a property is offered to a province or municipality, this is for use of the
property for the common good of all citizens (i.e. noncommercial uses including
roads and utilities). If a province or municipality is interested in the property, then a
3rd party appraisal of the land value takes place. When asked specifically about an
Innovation Centre or other similar use, M. Falardeau indicated that this type of use
ZRXOGQRWPHHWWKHµFRPPRQJRRG¶UHTXLUHPHQWDQGWKDWWKHODQGZRXOGQot be
transferred at less than market value for an innovation-type centre, according to the
routine disposal process.
b. According to the Treasury Board Guide to the Management of Federal Real Property,
³All routine surplus real property is first offered simultaneously to other federal
departments, agent Crown corporations, and provincial and municipal governments.
These organizations are permitted to acquire, at market value, such real property for
public purposes, in the above-noted order of priority.´
c. µPublic Purpose¶LVGHILQHGLQWKHTreasury Board Directive on the Sale or Transfer of
Surplus Real Property: ³For federal departments and agent Crown corporations,
"public purpose" means program need; for provinces and municipalities, "public
purpose" generally refers to roads, utilities and parks, but could include other public
purposes if they were non-FRPPHUFLDODQGIRUWKHFRPPRQJRRGRIDOOFLWL]HQV´
3. Once all of these organizations have been offered the property, Public Works and
Government Services Canada (PWGSC) will hire a broker to sell the property.
The timeline for this disposal process varies greatly depending on the finding of the
JRYHUQPHQW¶VGXHGLOLJHQFHSURFHVV,IWKHUHDUHQRLVVXHVLGHQWLILHGGXULQJWKHGXHGLOLJHQFH
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process, then the property may be circulated to the province and municipality in the late spring
or summer 2013 and following that it may be in a disposal situation by the early fall 2013.
There is no official way to stay updated on the status of progress of the disposal process, other
than staying in close contact with the province and the municipality. If the property is circulated
to either of these groups, it means that the federal government is fairly certain that there are no
due diligence concerns and that the property is progressing through the routine stream. Beverly
Wood, Clerk Manager of Council Services is the contact for Norfolk County. If the property
becomes available for sale to the public, it will be listed on the government of Canada real estate
website at http://id-reo.tpsgc-pwgsc.gc.ca/public/ffchrdspl.do?page=acclhm&lang=eng.

QJK&<2%521%F&'(&+H%&<=+1'*,&@*"$6,1,&
Several options for the re-purposing of the Delhi facility were described in the Erie Innovation
and Commercialization RFP. Additional options have been generated through communication
with local stakeholders. The purpose of this document is to analyze these options and determine
a short-list of viable options for future use of the Delhi research facility.
The first part of the analysis (Section 8.0) are Strengths, Weaknesses, Opportunities, Threats
(SWOT) analyses that describe the opportunities presented by each potential use and the internal
and external factors that may impact the success of each option.
The preliminary future-use options are:
A. Canadian Agricultural Water Research Institute (CAWRI )
B. Agri-Food Innovation Centre (AFIC)
C. Combined-use Agricultural Centre
D. Privatization:
x commercial agricultural production
x sale to a major agricultural business
x pharmaceutical
E. Superfood development and commercialization centre
F. Food safety, security and traceability
G. Partnership with existing research stations
H. Agriculture-based education and research
I. Multi-use facility ± mix of agricultural and non-agricultural users
J. Biofuels and biomass research and commercialization
Section 9.0 documents the primary screening of the options. This screening is characterized by
³GHDO-EUHDNHUV´± criteria which are essential to the success of the facility. If an option cannot
fulfill these essential screening criteria, then it will not move on for further analysis. The result of
this screening determines the short-list of future use options.
Section 10.0 summarizes the results of the focus group meetings held in February 2013.
Section 11.0 presents the details for various business models.
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O ption A : C anadian Agricultural W ater Research Institute (C A W R I)
O pportunity

x
x

x
x

population growth, climate change and increased demand for water present potential
challenges to water security
there currently isn't a Research Institute dedicated to agricultural water research in Eastern
Canada and therefore there is an opportunity to repurpose Delhi as CAWRI- there are two
potential foci: agricultural water issues specifically, or a broader focus encompassing all
aspects of agricultural adaptation to climate change
areas of research may include: drought resistant crops, profiling water movement in the soil,
profiling fertilizer/pesticide movement, soil fertility, increased irrigation efficiency and
drought management, rehabilitation of produce wash-water and greenhouse water
this could be a public / private partnership

Strengths

x
x
x

the soil on the Delhi station is naturally
droughty and therefore lends itself to water
studies
irrigation system already in place
water use is predicted to be a significant
challenge to growers in the future (AAFC

W eaknesses

x

x

Foresight Recommendations, 2011)

x
x

x
x

agriculture and water innovation centre
among recommendations in Ivey Water
Innovation Forum Report (2011)
the facility sits in the drainage basin of 2
creeks that feed Delhi water supply - may
be a possibility to include source water
protection research
possible fit with &DQDGD¶VFruit & Veg
Tech X Change event
Sustainable Development Technology
Canada (SDTC) is looking to fund
research companies to improve
temperature and drought resistance

x

x
x

x

Delhi is ideally situated to conduct research
for agriculture on the sand plain but less
than ideal for research broadly applicable to
Eastern Canada
broadening the scope to larger agricultural
and environmental mandates may cause a
lack of focus
requires the co-operation and co-ordination
of several academic institutions and
potentially three levels of government
yielding a potentially complex and
unwieldy governance structure
none of the potential institutions is
geographically close to the facility which
may lead to disengagement
Delhi's distance from major academic
institutions and major urban areas may
result in difficulty attracting specialized
scientific personnel
none of the identified water research groups
are willing/able to acquire the Delhi facility
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T hreats

x
x

x

this concept is highly dependent on political priorities, government funding, complex
structure
Ontario has less than 100,000 ha of irrigated land and the trend is flat in SW Ontario. Alberta
has over 500,000 ha of irrigated land is increasing annually. (Source: Statistics Canada, Census of
Agriculture) However industry estimates gathered during this project indicate the actual
irrigation in Ontario is higher than the Statistics Canada Census or 2010 water survey
indicate.
it may be difficult to convince the required academic stakeholders that Delhi is the preferred
location for the centre over other research stations already attached to one of the Universities
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O ption B: Agri-Food Innovation Centre (A F I C)
O pportunity

x
x
x
x

iQQRYDWLRQFHQWUHWRRSHUDWHDVDIDFLOLW\IRU60(¶VDQGORFDOentrepreneurs to develop their
businesses
services may include: research and development, assistance with business concept, marketing,
financing, intellectual property management
an agri-food innovation centre could provide opportunity for networking among individuals,
businesses and organizations with similar interests or complimentary expertise
this could be a private/public partnership

Strengths

x
x
x
x
x
x
x
x

there is local interest in an innovation centre
(see Erie Innovation AFIC report)
facility lends itself well to diverse uses
(labs, field, large equipment)
shared resources can lower costs for SMEs
agriculture is a primary industry in the
region and the centre would be relevant to
local industry
sand plains offer a diversity of agriculture
potential
provides opportunity for co-location for
private companies and NGOs
the region has a history of attempting to
diversify and innovate
a non-unionized environment would be
more cost-effective for start-up users

W eaknesses

x
x
x
x

x
x

the location is rural and may not be close
to other services tenants would need
would likely attract local, very regional
business ideas
needs an anchor tenant to be financially
viable
local/regional companies/organizations
would likely have trouble providing
enough income to keep the facility
operational
there is no immediately obvious owner for
the facility with sufficient capital to
purchase it
there isn't a strong reason that Delhi would
be the leading location for innovators to
establish a business

T hreats

x
x

the ³gravitational pull´ of the critical mass of agriculture-related companies and organizations
in Guelph is very strong; Delhi is geographically close to Guelph
there are other incubators and innovation centres in Ontario that are positioned close to
academic and industry hubs that may be more attractive to users
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O ption C : Combined-use Agricultural Centre
O pportunity

x
x
x
x

a multi-user facility with an anchor tenant and other smaller tenants
users would be engaged in agricultural research at various stages along the value chain
this concept could include one or several of the other options, such as innovation centre,
water research centre or super-foods concept that are not sustainable as a standalone option
this could be a private/public partnership

Strengths

x
x
x
x
x
x

facility is ideal for multiple users with
diverse needs
provides an opportunity to collaborate and
connect people
there are a number of regionally-based
organizations that could be potential tenants
there are strong local grower groups for
tobacco, ginseng, asparagus and berries
scale of facility and diversity of uses widens
the base of potential tenants
could integrate all aspects of value chain at
one site (breeding, cultivation, product
extraction, lab analysis)

W eaknesses

x
x
x
x
x

not clear whether there is an owner for the
facility with sufficient capital to purchase
it
strategy relies on an anchor tenant that can
make a large and long-term commitment
anchor-tenant is not immediately obvious
scale of facility and diversity of uses will
be challenging to find the right mix of
tenants to provide sufficient rental income
there is not a critical mass of strong grower
groups in the region

T hreats

x

there is a widely held view that Ontario has too much agriculture research station capacity and
most related institutions are trying to rationalize their research programs somewhat
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O ption D: Privatization
O pportunity

x
x
x
x

may be sold for commercial agricultural use
may be sold to a large company for use as a research centre (field crop research, bio-control
research, nano-pesticide testing)
may be sold for other commercials use such as pharmaceuticals (medical marijuana
production, for example)
may be suited to foreign investment opportunity to partner on a crop or other agricultural
product

Strengths

x
x
x
x

remote site suitable for many types of
controlled research
soil and climate amenable to a variety of
crops and application testing
purchase price would likely be significantly
less than the cost of building a comparable
facility
Canadian government has just announced
that it will be allowing private enterprise to
produce medical marijuana, there is a time
window where new businesses will be
established that may match the timelines of
the Delhi disbursal

W eaknesses

x
x
x
x
x

facility may not be attractive to a single
user because of the number of buildings
greenhouses likely not adequate for high
level research or valuable crops
unique climate and soil may make results
difficult to transfer to other areas of
Ontario
the facility is over-built relative to
comparable private sector facilities
as a research facility, the capacity of the
lab facility is not consistent with the large
capacity of the field facilities

T hreats

x
x
x

many large companies already have established research facilities in SW Ontario
government disbursal process will likely be slow, which may deter some prospective buyers
past field uses (i.e. monitoring confined trials) may limit future uses or delay the sale of the
property while due diligence is conducted
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O ption E : Superfood development and commercialization centre
O pportunity

x

a multi-user facility focused on functional food including crop research, new variety
development and food science related companies and organizations

Strengths

x
x

x

long history of attempting to commercialize
new crops in the region
unique climate and geography provides a
wider base of potential crops for
commercialization than other parts of
Ontario/Canada
most of the required facilities are already
present on site

W eaknesses

x
x
x

x

limited local food processing infrastructure
close to other research stations with an
alternative crop mandate (Simcoe and
Vineland)
existing food product development and
food science related facilities at Guelph
Food Technology Centre and University of
Guelph
no anchor tenant immediately obvious

T hreats

x
x

multiple other facilities exist
a new crop agenda has been worked on for many years in the Delhi/Simcoe area. There may
be skepticism to overcome as to whether a superfood / new crop related centre can be
successful.
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O ption F : Food safety, security and traceability
O pportunity

x

focus the facility on research related to food safety, security and traceability

Strengths

x

food safety, security and traceability are
all research topics attracting investment

W eaknesses

x
x
x

the topics have been around long enough that
the Canadian experts and their research
programs are established
it is not clear that a critical mass of
researchers and funding could be attracted
the Delhi facility does not currently possess
facilities or equipment that would be unique
to this type of research

T hreats

x

research work in this area is currently being done, and it is centered at several Universities. It
is unclear whether a critical mass of researchers or funding could be found.
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O ption G : Partnership with existing research stations
O pportunity

x

partner with Vineland (VRIC) or Simcoe research stations

Strengths

x
x
x

x

would be able to leverage existing
governance and administration structures
cost to run an incremental location would
be less than creating a completely standalone facility
the facility has already shown value as an
ideal location for controlled experiments
which may not be appropriate for the
Niagara region
FDQEXLOGRQWKHVLWH¶VH[WHQVLYHKLVWRU\LQ
the minor use pesticides program; offers a
unique micro-environment amenable to
crops not suited to Simcoe or Vineland

W eaknesses

x
x

Simcoe is so close that it will be difficult to
convince stakeholders that both need to
exist
Delhi's facilities provide little incremental
capability

T hreats

x

consolidation and decommissioning of research stations is happening across Canada, and
institutions are still being challenged to secure enough funding to maintain this reduced
complement of research stations. In this environment, the re-emergence of Delhi as a publicpublic research station would not likely be successful.
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O ption H : Agriculture-based training and research
O pportunity

x
x

the facility could be used as a hands-on training facility for agricultural-based education
programs (farm equipment repair, agricultural science laboratory training, HWF«
large equipment companies may be willing to sponsor programs as they are in need of skilled
workers

Strengths

x
x
x
x
x
x

W eaknesses

Ontario colleges are moving into applied
x
research and development, there are grant
programs available for this area
x
would provide opportunities for local
training
x
school boards are developing a wide range of
high skills majors that reflect the regional
industries
Delhi is in an agriculturally-focused region
the research station could be a cost effective
alternative to developing new training
facilities
there is a satellite campus of Fanshawe
College in Simcoe that hosts industrial
equipment courses

the facility is not close to the main campus
of existing academic institutions
it may be difficult to attract students to the
region
the Delhi facility is significantly larger
than what would be needed to run a
college or high school program

T hreats

x

overlap in programs with University of Guelph campus in Ridgetown may result in difficulty
obtaining funding
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O ption I: M ulti-use facility ± mix of agricultural and non-agricultural users
O pportunity

x

broaden the mandate of the facility to include tenants without a direct connection to
agriculture:
! light manufacturing
! equipment repair and storage

*Similar to Option C : Combined±use Agricultural Centre (but tenants may not all be ag/food
related)

Strengths

x
x

wider variety of options/companies from
which to draw
provides facilities for locally important
industries/users

W eaknesses

x
x
x

remote location for equipment storage
may not maximize full value of existing
facilities
owner with sufficient capital to purchase is
not immediately obvious

T hreats

x

tenants may not be stable if they do not rely on specific attributes of the facility (i.e. a shop is
a shop)
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O ption J: Biofuels and biomass research and commercialization
O pportunity

x

develop the station as a centre for biomass and biofuels research and commercialization

Strengths

x

close to Nanticoke generating facility for
ease of working with OPG on biomass as a
source of fuel

W eaknesses

x
x

biomass and biofuels research programs are
already established at other locations
Delhi is not close to other centres of
biofuels and biomass research

T hreats

x
x

there are already several projects across Ontario looking at biomass and biofuels, it may be
difficult to convince stakeholders that another site is required or to provide funding
the biomass industry is small in Ontario and it may be too soon for large research initiatives
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7KHSULPDU\VFUHHQLQJFULWHULDDUH³GHDO-EUHDNHUV´± criteria which must be fulfilled in order for
an option to progress to the evaluation step. Any option with RQHRUPRUHµ1R¶UHVSRQVHV will be
discounted from further analysis; some options that are discounted as stand-alone options may
become viable in combination with other options.
The three ³deal-breakers´ are: strategic fit; financial viability; achievability
x Strategic F it ± Does the option align with the region? We have demonstrated, in the
situational analysis, that the geographic location of the facility is a potential weakness for
future use. Because of this, the future use must align strongly with the region in order to
maintain long-term stability.
x F inancial V iability ± With a minimum operating budget of $30 000 per month*, there must
be stable long-term sources of funding in order for the facility to operate (* based on
situational analysis)
x Potentially A chievable ± Considering the timelines to implementation and the level of
complexity, is the option reasonably achievable?
The following table outlines the outcome of primary screening based on these three criteria.
Following the table is a discussion of each option which outlines reasons for each specific
criteria assessment.
T able 1: Primary Screening of F uture-Use O ptions
O ption

Use

Strategic F it

F inancial V iability

A chievable

A

Standalone CAWRI

Yes

No1

Yes

B

Standalone AFIC

Yes

No1

Yes

C

Combined-use Agricultural
Centre

Yes

Maybe

Yes

D

Privatization

Yes

Yes2

Yes

E

Standalone Superfoods

Yes

No1

Yes

F

Food safety, Traceability

No

No

No

G

Partnership Research Station

Yes

No

No

H

Ag Education

Yes

No

No

I

Multi-use facility

Yes

Maybe

Yes

J

Biofuels/ biomass

Yes

No

No

As standalone entities, neither CAWRI, AFIC nor Superfoods would have the resources to cover the costs of operating the
Delhi Research Station on their own, but these options may be financially viable as part of a multi-user facility (under Option C or I).
2
This assumes that the Delhi station will be put up for sale and sold to a private buyer. The final purchase price will reflect the buyer's
willingness to pay and their perception of the financial viability of the intended use.
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Justification for Primary Screening Results
This section presents the results of the primary screening for each option listed in Table 1. The
overall score (Pass/Fail) is presented, along with the specific reasons for each assessment.
O ption A : C A W R I ± F ail (as a separate, stand-alone option)*
Strategic Fit
CAWRI's focus on water use in agriculture is strategically
well matched with the agricultural activities of the region
and the existing irrigation infrastructure on the station
means water research can be conducted without substantial
additional investment. However, if a broad mandate is
required to attract adequate funding or a critical mass of
researchers, Delhi may not be the best strategic location for
a water research institute.
Financial Viability
The preliminary assessment of the CAWRI option suggests
that CAWRI as a stand-alone single purpose for the station
would not attract enough funding to be financially viable,
especially considering the capital required to purchase the
station from the federal government.
Achievable
The facility could largely be used as is. There is a
successful roadmap for creating a public/private
agricultural research and innovation centre in Ontario. The
timelines for disbursal of the station should allow the
institute to be established before assuming control. The
potential roadblock to achievability remains the source of
the capital that would be needed to purchase the station.

Yes

No

Yes

*Although the CAWRI, as a stand-alone option, does not pass the preliminary screening, it may become viable
under Option C (i.e. as part of a multi-use facility).

O ption B : A F I C ± F ail (as a separate, stand-alone option)*
Strategic Fit
An agriculture-focused innovation centre is a good strategic
fit with the primary industries in the Delhi area, and it
would provide value to local stakeholders. However, from a
broader, provincial perspective, the geographic location is
not strategically situated, and this may impact funding
opportunities.
Financial Viability
The AFIC concept would likely have trouble covering the
overhead of the station purely as an innovation centre. The
station is a much larger facility than what would be needed.
An anchor tenant with a commercial revenue generating
business is likely needed for financial viability.
Achievable
There are no obvious barriers to the creation of an AFIC.
However, if this concept was starting from scratch, the
Delhi station is not an ideal facility for this as a sole
purpose, given the number of separate buildings.

Yes

No

Yes

*Like CAWRI, although an AFIC, as a stand-alone option, does not pass the preliminary screening, it may be viable
under Option C (i.e. as part of a multi-use facility).
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O ption C : Combined-Use Agricultural C entre - Pass
Strategic Fit
A combined-use agriculture industry research and innovation
facility with a major anchor tenant matches well with both the
assets of the research station and the nature of the region.
Financial Viability
There are two dimensions that create the possibility of this
option being viable. The first is the concept of an "anchor
tenant" that provides a committed, stable source of revenue.
The second is the multi-use nature of this option. CAWRI and
AFIC potentially fit under this multi-use umbrella alongside
other tenants. With this broader base, no single concept would
have to carry the full overhead of the facility.
Achievable
While this option will be more complex than creating a single
use for the station, it is achievable.
O ption D: Privatization - Pass
Strategic Fit
The purchaser of the facility will continue some form of
agriculture-related activity. At a minimum, the land has value
for agriculture, with ginseng growers probably willing to pay
the highest premium currently. However, to achieve the best
outcome for the economy of the region, it will be necessary to
actively seek buyers who would bring a larger base of
economic activity and jobs to the facility.
Financial Viability
The buyer will assess the value of the property and the
purchase price will reflect the intended use.
Achievable
This is the simplest option to achieve.
O ption E : Superfoods - F ail (as a separate, stand-alone option)*
Strategic Fit
The creation of a superfood industry in the area fits well with
the agricultural heritage of the region and the facilities
available at the research station.
Financial Viability
Individuals and governments have been trying to identify a
crop to replace tobacco for a long time, and there may not be
substantial public funding available for this concept. There is
not an obvious existing industry able to invest the capital in
the current timeframe, and it is unlikely that the overhead of
the facility could be sustained until a new crop is
commercialized. Plus, both Simcoe and Vineland have an
existing mandate for new crop identification and development
that would take precedence in the competition for limited
funds.
Achievable
There isn't a critical mass of stakeholders with sufficient funds
to achieve this option.

Yes
Maybe

Yes

Yes

Yes
Yes

Yes
No

No

*Although the Superfoods option, as a stand-alone, does not pass the preliminary screening, it may become viable
under Option C (i.e. as part of a multi-use facility).
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O ption F : Food Safety and T raceability - F ail
Strategic Fit
Food safety and traceability have been the focus of research
and technology development for over a decade. The
research infrastructure is established and mature. There will
likely not be broad support for an additional food safety and
traceability centre in Ontario.
Financial Viability
There is no obvious source of funds for a new traceability
centre.
Achievable
It would be challenging to assemble a critical mass of
individuals/organizations available to make this option a
reality, as many organizations have established programs
already.
O ption G : Partnership - F ail
Strategic Fit
An agriculture-focused innovation centre is a good strategic
fit with the primary industries in the Delhi area. However,
it should be noted that Delhi may not be a strategic fit for
this type of facility from a broader, provincial point-ofview.
Financial Viability
Partnering with an existing research facility would spread
some of the overhead costs where resources could be
shared. However, most research facilities are currently
underutilized and have difficulty attracting enough funding
to operate their existing stations. Adding an additional
location to these stations would be a financial burden.
Achievable
There is not an obvious feasible partner. The University of
Guelph operates almost all the research stations in the
province (except the federal facilities), and it is actively
trying to reduce the number of locations.

O ption H : E ducation - F ail
Strategic Fit
The facilities would fit well with an agricultural education
facility. The local boards of education are adding
agriculture-related courses and agriculture programs are
starting at non-traditional colleges.
Financial Viability
The education market isn't large enough to generate the
revenues needed to cover the overhead.
Achievable
The primary barrier is the lack of financial resources.

No

No
No

Yes

No

No

Yes

No
No
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O ption I : M ulti-use F acility - Pass
Strategic Fit
A combined-use facility with a major anchor tenant would
be well suited to both the assets of the research station and
the nature of the region. This option could attract users
from a broad range of locally important industries, making
it both strategic for the region and financially feasible.
Financial Viability
There needs to be an "anchor tenant" that provides a
committed, stable source of revenue.
Achievable
While this option will be more complex than creating a
single use for the station, it is achievable.

O ption J: Biofuels and Biomass - F ail
Strategic Fit
Biofuels and Biomass have been the focus of research and
technology development for over a decade. There have
been several biofuels related companies established in the
Delhi area. Plus, the proximity to the Nanticoke Generating
Station provides a potential large scale customer if the
industry were to expand.
Financial Viability
There is no obvious source of funds for a new biofuels
centre.
Achievable
There is not a critical mass of individuals/organizations
available to make this option a reality.

Yes

Maybe
Yes

Yes

No
No
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In February and March 2013, four focus group meetings were held in Tillsonburg (Feb. 11th),
Alymer (Feb. 15th), Woodstock (Feb. 26th) and Simcoe (March 8th). The focus groups drew a
wide range of participants including federal and provincial government specialists, grower
groups, community leaders, university researchers, industry and economic development
supporters. Participants were presented with a description of the Delhi Research Station and the
current facilities at the site, as well as an overview of the ten potential future-use options under
consideration and the primary screening process that narrowed the future uses to three leading
options. Feedback and discussion about the future of the centre was encouraged both during the
presentations and through a written survey. All sessions had lively discussions drawing on the
expertise and experiences of participants.
Twenty participants submitted written surveys at the conclusion of the meetings and the
responses are summarized below. In the first survey question, respondents were asked to rank
their support for each of the three leading options, and the results are summarized in Figure 10.1.
Privatization of the facility polarized the respondents and was the option that was both the most
strongly supported and the most strongly discouraged by respondents. Three people ranked
privatization with the highest score of 10 (strongly support). Overall, almost half of the
respondents to this question (8 people) ranked privatization favourably (a score above 5) while
just over half of the respondents (9 people) ranked privatization unfavourably (scores of 5 or
less). This was the only option that had a several negative responses with the lowest score of 1
out of 10.
The combined-use agriculture centre (Combined Ag) and multi-use facility (Multi-Use) options
both received broad agreement with moderate favourable scores and few scores less than 6. The
combined agricultural facility received sixteen answers ranked higher than 6 and three scores of
5 or less, while the multi-use option received seventeen answers ranked higher than 6 and only
two scores of 5 or less. Three participants also included individual support for other options,
including water research, plasticulture research and partnership with other research institutes, as
shown in panel 4 of Figure 10.1.
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F igure 10.1: Focus group results for survey question 1 which asked respondents to rank their
agreement and support for each of the leading three options. Respondents were also given the
RSSRUWXQLW\WRGHVFULEHDQGUDQNRWKHURSWLRQVWKHVHUHVSRQVHVDUHVKRZQLQWKHµ2WKHU¶SDQHO
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The second question on the survey asked participants to rank the viability of the options (see
Figure 10.2). The combined-use agricultural centre was ranked the most viable option by 50% of
respondents, while privatization and a multi-use facility were ranked as the most viable option by
27% and 23% of respondents, respectively. Again, the privatization option was the most
polarizing potential use, with 6 respondents ranking it the most viable and 5 respondents ranking
it as the least viable option. Respondents also individually ranked other use options, but these
other uses were generally not defined by respondents and were not ranked the most viable option
by any respondent.
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F igure 10.2: Focus group survey results of question 2 which asked respondents to rank the
viability of the three leading options.
Summary
Overall, the attendance at the focus group meetings was relatively low. Over 600 individuals
received email invitations from Erie Innovation and Commercialization group. Those who
attended showed more support for a combined-use agricultural centre than the other concepts.
Only one commercial business expressed interest in being a tenant at the facility through the
focus group process. There was also interest in water research as a component of that centre, but
funding for water research is uncertain. The response to privatization was split, with equal
numbers of strongly positive and strongly negative responses. The survey also asked participants
if they would like follow-up information about the re-purposing of the facility (Question 3) and
if they wanted to be added to the list of prospective tenants/partners (Question 4). Although
thirteen respondents wanted follow-up information, only one respondent wanted to be added to
the list of prospective tenants. The remaining questions on the survey provided space for
detailed comments on the options presented and for general comments.
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A summary of the survey comments and focus group discussion points is listed below:
x
x
x
x
x
x
x

What makes Delhi unique? Sandy soil, early season, special crops that Simcoe cannot
grow, unlimited room to expand facilities
There is a need for an integrated facility that explores the whole value chain from plant
breeding to crop production, processing, ingredient extraction and analysis
Municipal support is important
Government support is likely necessary if an agriculture focus is to be maintained
Strong grower groups and good alignment with grower needs is crucial for sustainability
7KHFHQWUHQHHGVDFRPPHUFLDODSSOLFDWLRQZKDW¶VLQLWIRUORFDOVWDNHKROGHUV"
Infrastructure is a liability for research institutes. Capital project (building) costs are not
reflected in operating budgets, but can be a major expense

The meeting in Woodstock on February 26th was focused on the concept of a Canadian
Agricultural Water Research Institute (CAWRI), and it brought together researchers from
universities, the Southern Ontario Water Consortium, grower and community groups and
industry. All participants agreed that water issues are going to be critical for the agricultural
industry in the future and that water research is important. There was much discussion about the
concept of CAWRI at the Delhi site. The following are some points that were discussed by the
group during the meeting and also comments from the feedback survey:
x :DWHUUHVHDUFKVKRXOGEHDEURDGLQWHJUDWHGSHUVSHFWLYH LQSXWVĺSURGXFWLRQ ĺ
processing ĺ environmental impact)
x Water network would need to work with other water industries
x Need a strong pull from an existing research/user group to be financially sustainable
x Delhi may be a site to demonstrate farm waste-water treatment technology
x Fertigation may be an area that requires research into application rates
x A CAWRI located at the Delhi site must be linked to other research groups with different
soil types and proximal water uses
x To be most useful to growers, water research should be tailored to local conditions and
local needs
x Agricultural water should be treated as a commodity, groups could seek water research
funding as a commodity group
x High porosity soil research may be already happening in Alberta and B.C.; look at linking
with these groups/governments
x The gap that Delhi fills, in terms of water research, is its value in experimental design: it
is easy to induce and relive drought conditions. Is there a strong need for this capability?
x With multiple groups engaged in water research, Ontario could become a leader in water
innovation
The feedback provided by the focus group participants will be used to further evaluate the future
use options for the Delhi Research Station. The participants were also asked to submit the names
of companies and organizations that may be interested on partnering with the facility. These
organizations have been added to the list of prospective tenants/partners that has been generated
by Synthesis Agri-Food Network. Additional comments from survey respondents are included in
Appendix A.
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In order to develop a fiscally responsible plan for the Delhi Research Station, several options and
business models will be considered and compared. Given the geographic location of the former
Delhi Research Station (DRS) and the size and number of buildings, it is doubtful that any one of
the potential options for the site would be viable on a standalone basis. As a result, of the top
three options for future use of the DRS, two options involve multiple organizations
simultaneously using different parts of the DRS facilities and land. The focus group meetings
about the DRS held during February and March 2013 also indicated some positive support for
repurposing the station as a combined agricultural facility. These multi-user scenarios are
conceptually complex and will require thoughtful planning.
This section of the report presents and discusses potential frameworks for the business model of
a new not-for-SURILWHQWLW\³'HOKL$J&HQWUH´ '$& WKDWZRXOGOHDGWKHHVWDEOLVKPHQWDQGFRordination of the facility and its users. Please note that the inclusion of any organization in the
business model frameworks is only for illustrative purposes. No organization has made a
commitment to participating in the creation of the Delhi Ag Centre at this point in time (formal,
implied, or otherwise). Also, the third leading future use identified in the options analysis, the
privatization of the facility, is a straightforward option, and is discussed in section 11.6.
Four main frameworks / structures for ownership of the facility are analyzed below:
1 - Delhi Ag Centre Ownership of DRS
2 - Delhi Ag Centre Ownership - Division of Land
3 - Delhi Ag Centre Ownership - DAC Acquires DRS at Minimal Cost
4 - Delhi Ag Centre Management of Facility - Alternative Capital Structure

&
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Under this framework, a new not-for-profit entity (DAC) purchases the DRS from the federal
government at fair market value. DAC would own the land, the buildings and all infrastructures,
and the DAC would rent space to other entities. In this framework, the DAC would bear the
responsibility of managing and maintaining the land and buildings, and would finance the
running of the station through revenue generated from rental income.
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The DRS property extends on both sides of Schafer Side Road. The property on the west side of
the road houses all of the main buildings and the bulk of the research plots. The property on the
east side of the road, approximately 50 acres in total, has some orchard plots and other research
plots, one irrigation pond and the irrigation pump-house, as well as a large bush lot and covered
storage area. So, a second framework for the structure of DAC would be either to purchase the
entire property and then sell the parcel on the east side of the road, or to only purchase the west
side.
Under this framework, DAC purchases the DRS from the federal government at fair market
value. DAC would own the land, the buildings and all infrastructure on the west side of the road,
and the DAC would rent space to other entities. This option reduces the initial capital cost of
acquiring the station, but also reduces the rental income that can be generated by the land.
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Under this framework, DAC acquires the DRS from the federal government at minimal cost.
Although the federal government property disposal process requires that the property be sold at
fair market value, there is some precedent for the transfer of federal property to organizations at
minimal cost. If possible, this type of property transfer to a non-profit group, such as the
proposed DAC, would facilitate the repurposing of the DRS for use by a broad number of groups
that impact the local economy.
This framework is otherwise identical in operations to Framework One: DAC would own the
land, the buildings and all infrastructures, and the DAC would rent space to other entities. In this
framework, the DAC would bear the responsibility of managing and maintaining the land and
buildings, and would finance the running of the station through revenue generated from rental
income.
O3<56!BN!
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An additional scenario is that a private entity may be interested in purchasing the DRS for
farmland and leasing back a portion of the facility to the DAC. This would significantly reduce
start-up capital costs and the debt load borne by the DAC.
For this model framework, we will consider the sale of
the property specifically for ginseng or other crop
production. Ginseng is a perennial crop that is harvested
after three or four years of growth. Corn is another crop
option suitable for this land.
In this scenario, the DAC may be able to establish itself
by leasing the surplus buildings from the ginseng
producer (the purchaser). The situation would be
attractive to the purchaser, who would have a single
tenant (DAC) that would deal with all the intricacies of
building the business model and attracting tenants to the
facility. As ginseng is not replanted back-to-back on the
same soil because of disease pressure, the purchaser may
want to re-sell the land after the final ginseng harvest.
Ideally, at the end of this start-up period, the DAC would
be well-established and potentially able to carry the
additional capital costs of the facility or seek another
purchaser for the DRS with lease-back agreements.
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The breakdown of anticipated operating costs for each of the four frameworks presented in
section 2 is described in Table 11.1. The detailed footnotes describing each of the costs and how
they were calculated can be found following the table. Based on these four frameworks, the
option with the lowest cash flow requirement ($35,130/month) is Framework 4, in which the
DRS is purchased by a private entity and the buildings are leased to DAC. Framework 3, in
which the DRS is acquired by the DAC at a negligible cost also has a similar cash flow
requirement ($37,430/month). It is important to note that while Framework 4 would generate the
lowest monthly cash flow requirement, the land would not be available for use by the tenants of
the DAC and this may restrict the uses of the facility. For Frameworks 1 and 2, the purchase of
the DRS (or part of the DRS) by DAC and the associated debt from that initial capital cost puts
the monthly cash flow requirement over $50,000 for both options.
T able 11.1: O perating Costs for Business Model F ramewor ks
Operating Expense

Framework 1
Amount

Framework 2
Amount

Framework 3
Amount

Framework 4
Amount

Telecommunication & Internet Services a
Repair and Maintenance - Buildings a,b
Public Utilities Services (hydro)a
Professional and Special Services a,c
Insuranced
Taxes e

$
$
$
$
$
$

1,000
35,000
100,000
40,000
22,000
98,000

$
$
$
$
$
$

1,000
35,000
100,000
40,000
22,000
78,400

$
$
$
$
$
$

1,000
35,000
100,000
40,000
22,000
98,000

$
$
$
$
$
$

One FT administrative co-ordinator
One FT maintenance manager
Seasonal maintenance

$
$
$

40,000
61,000
12,500

$
$
$

40,000
61,000
12,500

$
$
$

40,000
61,000
12,500

Estimated Annual Operating Costs

$

409,500

$

389,900

$

409,500

$

242,100

Estimated Monthly Operating Costs

$

34,100

$

32,500

$

34,100

$

20,200

Estimated Monthly Debt Repayment or
Lease Costsg

$

20,000

$

16,000

$

11,600

Estimated Monthly Capital Projecth

$

3,330

$

3,330

$

3,330

$

3,330

Total Monthly Cashflow Requirements

$

57,430.00

$

51,830.00

$

37,430.00

$

35,130.00

1,000
35,000
100,000
40,000
22,000
44,100

Staffing to operate the site and facility f

!
!

na

nai
nai
nai

!
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Notes to T able 11.1
-!

costs are based on DPLQLPDO³OLJKWV-RQ´RSHUDWLQJEXGJHW7KHDFWXDOFRVWRISXEOLFXWLOLWLHVVHUYLFHVDQG
insurance are expected to vary based upon the specific uses of the facilities.
b
based on historical but may include some costs of small capital projects
c
including security services, based on 5 year average of current costs
d
insurance estimates were provided by Dan Hill (McKiee & Farrar, Simcoe) and are based on the
estimated size, condition, and value of the buildings
e
tax information was provided by Sue Boughner (Manager Revenue & Taxation, Norfolk County). Tax
estimate is based on the 2012 PILT (payment in lieu of taxes) billed to Public Works (PWGSC). The
PILT is calculated much like the regular tax billing process using the MPAC assessment for 2012 of
$2,919,000 and the tax class is Commercial Full PIL. Taxes for each framework were calculated as
follows:
F ramewor k 1: full 2012 tax rate
F ramewor k 2: this value is 80% of the full tax on the property. This value was estimated by
subtracting the land value (at $11 000/acre x 50 acres=$550 000) from the assessed MPAC value
($2.9 million).
F ramewor k 3: full 2012 tax rate
F ramewor k 4: this value is 45% of the full tax on the property. This value was estimated by
subtracting the land value (at $11 000/acre x 150 acres) from the assessed MPAC value ($2.9
million).
f
the staffing estimates are based on the results of situational analysis
g
estimated monthly debt repayment:
F ramewor k 1: repayment assuming $3.00 million purchase price mortgaged at 5% over 20 years.
F ramewor k 2: repayment assuming $2.45 million purchase price mortgaged at 5% over 20 years.
This purchase price was estimated by subtracting the sale of the east farm (50 acres x $11
000/acre). Although ginseng land has been selling for $13 000/acre, this land value is estimated at
$11 000 because some of this farm is a bush lot and some plots have been previously used for
ginseng.
F ramewor k 3QRWDSSOLFDEOHLIWKHVWDWLRQLVµJLIWHG¶WR'$&
F ramewor k 4: This value represents the lease rate due to the purchaser from DAC for use and
maintenance of the buildings and facilities. A modest lease rate ($11 600/month) has been used
as an estimate. This figure represents the monthly mortgage payment the purchaser would incur
for the portion of the initial capital cost of the buildings, plus the maintenance of the facilities.
For the monthly mortgage payments, this rate assumes an initial capital cost of $1,000,000
mortgaged at 5% over 20 years, resulting in monthly payments of $6 600. The maintenance costs
have been estimated at $60,000 based on the requirement for full time maintenance personnel
given the size and complexity of the facility and the historical maintenance requirements of the
station. Under this framework the DAC would assume responsibility for all insurance and taxes
of the rented facilities.
h
Based on discussions held during the focus groups, it was recommended that the cost of capital projects
be included in the operating budget, as these hidden costs can undermine the financial sustainability of
organizations owning fixed assets. This rate for the DRS has been estimated at 10% of the total lease rate
for the buildings.
i
In Framework 4, it is assumed that the maintenance and administrative staffing needs may be filled by
WKHSXUFKDVHU¶VH[LVWLQJfarm staff and may not be an additional operating cost to the DAC. Maintenance
costs have been reduced and included in the lease of the facility as indicated in footnote g.

&

&
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Rental income was estimated for both the buildings and arable land in order to determine the
amount of revenue that may feasibly be generated from the facility (see Table 11.2). Based on
the estimated area of the major buildings and estimated rental rates, the monthly rental income
from buildings and land assuming 85% occupancy would be in the range of $33,000 per month.
Additional income may be generated through rental of other assets that may be retained by the
DAC, such as crop drying and crop processing equipment, outdoor storage and parking, etc. An
initial look at income potential suggests that creating a financially viable operation will be
challenging even if the purchase price is nominal. Readers should also note that a large portion
($10,000) of the rental income is derived from the major out buildings - the most generic of the
assets. The potential impact of this is vulnerability based on the local market for rental buildings.
Currently there is a surplus of similar warehouse/storage facilities available for rent and for sale
in the Delhi area. Also in this rental revenue estimate, an overall occupancy rate of 85% has been
estimated for the buildings. These estimates of occupancy rates and rental income may be an
optimistic outlook, as a 2011 survey of rural innovation centres in Canada found an average
occupancy rate of 66% and average rental rates of $5.50/square foot.1 These survey results
suggest that despite the subsidized and reduced rental rates available at rural innovation centres,
there is generally not a large enough tenant base to fill the space available.
)
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Facility
Square Footage
a
Offices
9300
Laboratory b
3670
c
Outbuildings
32000
d
Greenhouses
3820
Greenhouses e
10130
up to 114 acres f
Land

Rate g
$
$
$

Framework 1
14.00 $
10,850
25.00 $
7,646
7.00 $
10,672

$
15.00
$
2.00
$400/acreh

Monthly Income
Framework 2 Framework 3
$
10,850 $
10,850
$
7,646 $
7,646
$
10,672 $
10,672

Framework 4
$
10,850
$
7,646
$
10,672

$
$
$

4,775
667
4,750

$
$
$

4,775
667
2,667

$
$
$

4,775
667
4,750

$
$
$

4,775
667
-

Estimated Monthly Rental Income $

39,359

$

37,276

$

39,359

$

34,609

Monthly Rental Income at 85% occupancy $

33,455

$

31,684

$

33,455

$

29,418

!
-!

the rental rate of $14.00 is a blended rate including office space and common areas (hallways,
entranceway, etc) and is based on discussions with local commercial real estate agents
b
assumes all lab space, equipment and work rooms are generating the laboratory rental rate
c
The square footage includes rental of all of the five major farm outbuildings, plus the chemical and
pesticide storage facilities and the drying chamber shed. The irrigation pumphouse and coverall storage
located in the east farm bush lot have not been included in this calculation.
d
climate-controlled greenhouses
e
other polyethylene and glass greenhouses
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f

F ramewor k 1 and 3: 114 acres would be generating rental income. F ramewor k 2: only the west farm
(approximately 80 acres) would be generating rental income. F ramewor k 4: no land rental income in this
framework because owner is leasing the facility to the DAC and farming the land as a separate enterprise.
Further analysis of a farm use option is explored in section 11.6 of this report.
g
Rental rates (dollars per square foot per year) are estimated based on other rural office and
commercial/industrial space rental figures. Rate estimates were provided by Mike Martin (Erie Shores
Realty Inc., Simcoe) and Dave Brown (Brown Realty, Simcoe). Actual rates depend on geographic
location, building age and condition, and local demand for specific buildings and facilities. These rates
include common fees (taxes, maintenance, hydro, etc).
h
Land rental rates depend on crop use: corn/soy $200/acre; tobacco $350/acre; ginseng $600/acre. For
these calculations, an average of $400/acre is estimated, as a small number of plots at DRS have been
used for ginseng research. Rental rates provided by Paul Cober (Brown Realty, Simcoe) and confirmed
with a local accounting firm.

&
&
&
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Based upon the estimated monthly operating costs and the expected rental income that could be
generated by the DRS, none of the frameworks presented provide a sustainable business model
for creating a DAC. As shown in Table 11.3, none of the four frameworks is able to generate
enough revenue to cover the basic monthly operating expense / cash flow requirements as a
standalone operation.
T able 11. 3: Balance sheet for F ramewor ks 1- 4
Framework 1 Framework 2 Framework 3 Framework 4
Monthly Operating Costs

$57,430

$51,830

$37,430

$35,130

Monthly Income

$33,455

$31,684

$33,455

$29,418

-$23,975

-$20,146

-$3,975

-$5,712 !

Balance

x
x
x

x

Framework 1 in which the DAC purchases the DRS at fair market value results in a net
monthly loss of $23,975.
Framework 2 which includes severing the east portion of the farm improves the bottom
line somewhat but still results in a monthly deficit of $20,146.
Framework 3, in which the DRS is acquired at negligible cost to the DAC, results in a
monthly deficit of $3,975 based on the estimated rental income. This number is subject to
change with local real estate market conditions, and may result in a larger or smaller
deficit.
Framework 4, under which the DRS leases the facilities from a private purchaser, also
results in a monthly deficit of $5,712 however in this scenario, the land is no longer
accessible to DAC tenants which will reduce the list of prospective tenants who may be
interested in the facility.

The mechanism by which the DAC could acquire the DRS at negligible cost is not certain at this
time. There have been cases where federal property has been acquired by organizations at
nominal cost, but this occurs outside of the routine federal real property disposal process. The
property may be transferred to the municipality or a non-profit organization such as DAC as a
result of a political decision to transfer the property at less than fair market value.
Based on this analysis, creating a DAC entity on its own is not recommended. Alternative
options, such as a private-public partnership, privatisation or farm use should be considered and
will be reviewed in section 11.6 of this report.
!!

&
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Public-Private Partnership
Based on focus group feedback from local stakeholders, the leading re-use option for the DRS is
a combined-use agricultural centre. This option would involve a non-profit group that oversees
the station with multiple users renting the facilities for agricultural research or agriculture-related
commercial purposes. Given the diversity and scale of the facilities at the research station, this
re-purposing would permit users across the value chain to take advantage of the facilities. The
benefits of this concept go beyond the specific benefits to individual companies or organizations.
This concept provides the opportunity for groups all along the value chain to connect and
collaborate, as well as the opportunity to attract and/or retain highly skilled workers to the Delhi
region.
This option ± the formation of an independent Delhi Agricultural Centre (DAC) - is not
sustainable as a standalone operation under the four business model frameworks presented in this
report. One way to improve the sustainability of such a re-use would be to form a public-private
partnership with the Municipality or a similar economic development corporation in the area. A
partnership may reduce the operating costs in several ways. For example, under the current
operating budget estimates for Framework One, taxes make up 25% of the cash flow
requirement. If the Municipality was involved in formation of a partnership, the project steering
committee indicated that there may be a substantial reduction in taxes associated with the facility
or no tax at all. Additionally, the administration staffing of the centre may be absorbed by the
Municipality or others in some way, this would also reduce the operating costs by a further 10%.
These two changes would reduce the operating cost of the station from $409,500 annually to
$271,500 annually, not including debt repayment and capital project estimates.
Potential Savings in Operating Costs
Operating costs of the station (see Table 11.1 for details)
Operating costs with public-private partnership with the municipality

$409,500
$271,500

While this change would reduce the operating costs substantially, the debt repayment for
purchasing the property at market value would still prohibit the sustainability of a public-private
partnership. Theoretically a public-private partnership of this nature could be with the
Municipality, SCOR Economic Development Corporation or local Community Futures
Development Corporations. If the DRS property and facilities were obtained by the publicprivate partnership at negligible cost and the tax expenses were reduced, a public-private
partnership to create a multi-user facility may be a viable option.
We recommend that the concept of a public-private
partnership as mentioned above be explored by
municipal government, noting the strong public
interest and the potential benefits of a public-private
partnership for the local agricultural community and
possibly involving prospective tenants identified as
part of this project.

We recommend that the
concept of a public-private
partnership as mentioned
above be explored by
municipal government.
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Privatization
Privatization of the DRS is also a viable option for the re-purposing of the site. The facilities at
the DRS can accommodate a diverse array of activities for other commercial purposes such as
light manufacturing or adapted for other uses. This versatility may make the site an attractive
location for an established local business to expand or diversify their current operations.
Additionally, the site may be well-suited for a larger company looking to establish a presence in
southwestern Ontario.
If the DRS site was purchased as part of a larger multi-site business, the unique facilities and
opportunity offered by the station may offset any deficit associated with the cost of operating the
station. For example, the sandy soil and early season at the DRS may be valued by a specific
company such that the operating costs are justified as part of the overall corporate structure of
the company. In this case, a private company will determine the net worth of the facility to the
FRPSDQ\DVDZKROHDQGWKHFRPSDQ\¶VZLOOLQJQHVVWRSXUFKDVHWKHVWDWLRQwould be based on
this net value to the organization.
For a commercial business using the site as a production facility, the profitability of the company
may justify the value and benefit of the facility to the company. In addition to private use, the
purchasing business may also be able to gain additional income through the rental of any unused
facilities and/or through farm income from commercial crops. Several businesses, trade
associations and industry members have been made aware of this facility during this project and
may be prospective purchasers if the site was offered for sale.
F arm Use
Based on discussion with the Steering Committee, Synthesis was asked to construct an
alternative scenario that demonstrates a private purchaser would be able to run a profitable farm
business on the property, in order to demonstrate a financially viable option for the facility. Two
potential scenarios are addressed here: (a) use of the farm for ginseng and/or corn production and
rental of the buildings to the DAC entity and (b) rezoning the entire property for agricultural use.
To create a sustainable farm business on the property, the total cost of ownership has to be
reduced, either through reduction of the purchase price or the operating costs. If we consider the
purchase price first, the current assessed value of the property is just under $3 million. Farmland
suitable for ginseng production is currently valued at $15,000 per workable acre (Winter 2013).
As the property has 114 workable acres, the base price of the property is $1.7 million. The
property also has irrigation infrastructure installed and several additional buildings, so the
purchase price would currently be estimated at over $2 million. The actual purchase price will
depend on the market, and whether the purchaser has an income-producing use for the buildings.
The following scenarios are speculative in nature and make a number of assumptions about
allocations of cost and value to different parts of the property, in the absence of data to justify
these assumptions.
(a) G inseng and/or corn production
Under the business model of Framework 4 (see Section 11.2), a grower would purchase the DRS
and proceed to rent the facilities to the proposed DAC, and the grower would use the land for
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agricultural production. Two common crops suitable for this location include ginseng and corn.
In Framework 4, the income generated by the DAC through the rental of the buildings
($29,418/month) was not sufficient to cover the operating expenses incurred by the site
($35,130), resulting in a monthly deficit of $5,712/month.
It has been suggested by the steering committee that the farm profits may be used as a source of
income to offset the monthly deficit incurred by the DAC through an agreement with the land
owner (grower). For this scenario, we have examined both ginseng and corn production
profitability for the DRS site in Table 11.4. Crop yield, price and production expenses used in
this calculation are based on publically available crop budgets and averages which may not
reflect the profitability of a particular farm operation.
T able 11.4. Estimated net returns on proposed Delhi Research Station agricultural
production
Crop

Ginseng

Corn

Expected Yield

2900 lb/acre

a

4.19 tonne/acre

g

Expected Price

$22.5/lb

b

$256/tonne

h

Gross Income (/acre/year)

$16,312

Operating Costs/acre/year

$14,200

Debt Repayment Cost/acre

$1,181

Tax (agricultural zoning)/acre
Net Return/acre/year
Net Return/acre/month
Net Return/100 acres/month

c

$1,072

d

$523

e

$1,181

$46

f

$46

$885

-$677

$73

-$56

$7,379

-$5,645

g
e
f

a

Combined yield of root and seed. Based on historical data and OMAF ginseng budgeting tools
http://www.omafra.gov.on.ca/english/busdev/bear2000/Budgets/budgettools.htm
b
Based on average ginseng prices for 2011-2012 (Ontario Ginseng Growers Association)
c
Gross income (/acre/year) spreads the income over a 4-year period, as ginseng seed is typically
harvested in the fourth year
d
Operating costs estimated from "Cost of Production of Ginseng in Ontario" OMAF (2010)
http://www.omafra.gov.on.ca/english/crops/facts/gincop.htm. In summary, the operating costs have been
estimated per acre as follows: pre-seeding and seeding $26,600; annual costs $20,400; harvest and postharvest costs $9,800, all values cover a four year ginseng cycle.
e
Debt repayment cost is calculated based on repayment of $1.7 million purchase price of the farmland
(114 acres x $11,000/acre), mortgaged at 5% over 20 years.
f
Taxes for the farmland calculated using the 2012 agricultural zoning rate for Norfolk County (0.0031122
x $1.7 million/114 acres) http://www.norfolkcounty.ca/government/propertytaxes/
g
Estimate from "Publication 60: 2013 Field Crop Budgets" OMAF (2012)
http://www.omafra.gov.on.ca/english/busdev/facts/pub60.htm
h
2011-2012 average price of corn/tonne. Data from AAFC weekly report (April 19, 2013)
http://www.agr.gc.ca/mad-dam/index_e.php?s1=pubs&s2=pri
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As indicated in Table 11.4, corn would not be a profitable crop at current land prices in Norfolk
County however ginseng could be a profitable crop. Again, these estimates are based on crop
budget yields and average prices and may not reflect the accurate profit calculations for a
specific individual farm operation. There may be farm operations who can achieve higher yields,
higher prices or lower cost of production that the available estimates which would make crop
production viable.
Based on the estimates, the net return on ginseng, at the estimated prices, would offset the deficit
involved in operating the facilities leaving a net return of $1667 per month. At this estimated, or
higher, ginseng price, the financing of DAC through commercial production of ginseng becomes
a viable option, assuming that the grower is willing to dedicate a substantial portion of the crop
profits towards the sustainability of the DAC.
Another consideration is the long term appreciation in the value of the land. Neither the corn
and/or ginseng estimated net returns take into account growth in equity (long term value) of the
property. Many farm operations who are purchasing land at current prices are considering the
long term growth in value when making purchase decisions.
It should be noted that this scenario is highly dependent on market conditions for ginseng and
even a small drop in ginseng prices would turn this scenario into a deficit situation. It should also
be noted that ginseng is only grown once on the same land due to disease pressure, so this
financing model would not be a long-term solution. The DAC would have to develop other
revenue streams in order to be sustainable post-ginseng crop.
(b) Rezoning for agricultural use
If the previous crop production option is determined to be unsustainable in the long term, either
due to lower than expected rental income from the buildings or if the farm operation is unwilling
to dedicate a portion of the crop production income to offset the building operating expenses,
then reducing the operating costs and rezoning the property for agricultural use may be a viable
option for the long term.
On the operational expense side, the utilities and the taxes amount to half of the operating
expenses. A starting point for reducing the expenses would be the removal of the main
office/laboratory building (Building 72), while leaving the attached header house (Building 70)
in place to service the greenhouses. The removal of Building 72 would impact three expense
categories - property taxes, utilities, and insurance. If Building 72 was removed, the remaining
buildings on the property are similar to buildings found on any local farm and therefore,
assuming a farmer purchases the property, the new owner should likely be able to pay the
agricultural rate on the property, which would be substantially lower. The assessed value of the
property would also drop because of the removal of Building 72. Although we were only able to
obtain cost data on utilities for the entire facility, the value used for the utilities cost was taken
from the last fiscal years when the station was already decreasing full operations. As the activity
in the outbuildings was minimal (cold storage, drying kilns and greenhouses were not in regular
use), it is reasonable to assume that a significant portion of the utilities bill was related to heating
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and operations in Building 72. Finally, insuring the site as an additional farm yard (minus
Building 72) should cost substantially less than the current quote.
In addition, operating costs that could be reduced in this scenario is the administrative and
maintenance staff. If the site was being added to an existing farm operation, it is unlikely that the
farm would hire additional staff specifically because of the new property.
While the removal of building 72 is not the optimal or desired outcome, if the crop production
and building rental became unsustainable in the long term, the combined potential savings would
reduce the operational costs of the facility by up to 75%. Under this type of scenario, the facility
would likely be financially viable as a farm operation. The key assumption in this scenario is that
a farmer purchases the site and, by removing Building 72, is able to rezone the entire property to
agricultural use.
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Based on the financial results presented in this report, the concept of a combined-use or multiuser facility is not financially viable on its own. In order to be financially viable, the DAC would
have to receive committed, ongoing support from other public or private entities.
If the DAC has a strong agricultural or innovation focus, there may be opportunities for public
funding to support the repurposing of the DRS in this way. The Federal Economic Development
Agency for Southern Ontario (FedDev Ontario) is a five-year funding program launched in 2009
to support economic development in Ontario. There are many types of targeted funding
available, and the DAC may be eligiEOHIRUIXQGLQJXQGHUWKH3URVSHULW\,QLWLDWLYHSURJUDP³7KH
Prosperity Initiative encourages businesses, not-for-profit organizations and post-secondary
institutions in southern Ontario to undertake projects that will result in a more productive,
GLYHUVLILHGDQGFRPSHWLWLYHHFRQRP\LQWKHUHJLRQ´.2
!

Although the use of the DRS as a combined agricultural facility would align very well with the
goals of the Prosperity Initiative to accelerate adoption of new technology and increase regional
diversification, FedDev funds are not able to be used to support core, ongoing operational costs.
It is unlikely that the DAC would be in a position to take advantage of FedDev funds without
using them to support core costs. In addition, given the short-term nature of FedDev and other
types of government funding, it is unlikely that the DAC would be fiscally sustainable over the
long term if it relies on public funding to cover basic operating costs.
Another option would be for the DAC to charge a membership fee in return for services. Local
grower groups may be interested in funding the DAC in order to have a voice in the direction for
the centre. Although the Norfolk county region has strong grower groups for asparagus, tobacco,
ginseng and berries, it is unlikely that this represents a large enough mass to support the
activities of a diversified DAC.
!
!
!
!
!
!
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Through this process of developing a re-purposing plan we have, with the guidance of the
steering committee:
x performed a situational analysis of the Delhi Research Station
x examined ten options for the future of the Delhi Research Station,
x conducted four focus groups with local stakeholders,
x communicated with over 100 companies and organizations about the opportunity, and
x analyzed four different frameworks for building a viable, fiscally responsible plan.
Based on the outcomes of these activities, our conclusions about the future use of the Delhi
Research Centre are as follows:
Situational Analysis Conclusions:
x The potential sale of the Delhi Research Station may provide a unique opportunity for the
establishment of a centre that meets local industry needs
x The unique features of the station include: 114 acres of sandy soil field plots, labs,
greenhouses, offices, and equipment storage and repair
x The irrigation infrastructure that is installed complements the suitability of the soil for
water-related research
x The location of the station in Norfolk county is both a strength and a weakness: the rich
agricultural diversity in the region generates a strong local interest in successful repurposing of the facility, but its remoteness from urban centres may make it difficult to
attract and retain highly skilled personnel to the station
Focus Group and Outreach Conclusions:
x The 3 leading options for repurposing are (1) a combined-use agricultural facility, (2) a
multi-use commercial facility with a mix of agricultural and non-agricultural users, and
(3) privatization of the facility.
x There is broad community moral support for a combined-use agricultural facility (Delhi
Agricultural Centre, DAC concept)
x While there is interest in co-ordinating agricultural water research in the province, there
is no strongly identified need or funding for a new or dedicated research facility for this
purpose and we have not been able to identify a research group who is interested in
acquiring the facility
x There are several prospective tenants who may be able to make use of the facility and
lease a portion of the facility and/or land for research or other purposes. Six prospective
tenants have been identified so far.
Business Model Framework Conclusions:
x The operating costs of the facility range between $35,000 - $57,000 per month,
depending on purchase price and use of the buildings
x The potential income generated from rental of the facilities at current commercial rates
ranges from $ 29,000-$33,500 per month
x The four business model frameworks analyzed do not support the formation of an
independent stand alone, fiscally responsible Delhi Agricultural Centre (DAC),
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x

x
x

Another option may be the formation of a public-private partnership with a private
company as a strong anchor for the sustainability of the centre. The broad support from
focus group participants for a DAC and the potential benefits to the community of such a
diverse multi-use site may be drivers for municipal or regional involvement in the
repurposing effort of the facility
The privatization of the facility for commercial use is a viable option if the user has a
strong specific requirement for the unique facilities at the station, or if the user has a
strong interest in modifying the facilities for other uses
The privatization of the facility for farm use is a viable option and may involve either: (a)
the rental of unused buildings or land from the grower to other private users, such as the
potential tenants identified through the outreach activities throughout this project or (b)
the repurposing or renovation of the site to permit agricultural production and zoning
which may involve the removal of some buildings

Summary
Despite local interest in a multi-user agricultural centre, the formation of an independent nonprofit Delhi Agricultural Centre (DAC) is not recommended at this time. However, the viability
of a DAC would increase if a public-private partnership was formed with the Municipality, but
this hinges on the ability of the partnership to acquire the facility at low or no cost and would
require a reduction in taxes on the property. We recommend the feasibility of a public-private
partnership be further explored by the Municipality.
If the potential of a public-private partnership with the municipality is not possible, then based
on the analysis presented in this report, privatization appears to be the most feasible and fiscally
responsible plan to re-purpose the Delhi Research Station (DRS) facility. Privatization may
involve purchase of the DRS by a commercial company or by an agricultural producer. The
unique and numerous facilities at the site may be used by the purchaser, leased to other private
users, or modified for other uses. The marketplace and the demand for these unique facilities and
land will determine the value and eventual use of the property.
The privatization of the facility for commercial use is a viable option if the user has a strong
specific requirement for the unique facilities at the station (i.e. a research-based agricultural
company), or if the user has an interest in modifying the facilities for other uses (i.e. light
manufacturing or expanded office space). If the station is purchased by a large multi-site
research company, a potential deficit associated with operating the facilities may be offset by the
net value of the station to that specific company.
Likewise, the privatization of the facility for farm use is also a viable option and may include the
rental of unused buildings or land from the grower to other private users. Through
communication with the steering committee and other outreach activities, we have identified six
companies and organizations with a potential interest in using several parts of the DRS facilities
and land. This level of interest by multiple potential users indicates that this model has a good
likelihood of success.
In either privatization option a purchaser should be able to use the analysis in this report and
prospective tenants identified, to maximize the use of the facility and thereby maximize the
benefit of the site to the local economy and community.
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Survey Q uestions #7

Do you have any additional comments or ideas regarding the O ptions presented?
x
x
x
x

x
x
x
x
x

An interesting challenge - good luck!
I believe that maintaining an agricultural focus will be valuable, assuming that the government is a major
supporter. It is important to stay differentiated.
More description as they are given.
Broadband integrated water perspective
-Inputs _> production efficiency -> food processors (added value)
-smart technologies -> environmental impact, risk, nutrient management
SOWC not a tenant, but hoping to continue dialogue about potential collaboration
VRIC model has brought in organizations with companies that rent facilities (office) for synergies of working
close to related business and research. Need to find a commercial opportunity related to the research for long
term sustainability
"Ag Water Network" need work with many other water industries that are being developed/are developed. Need
a strong pull from user group to justify any initiative that would purchase the site.
Any concern of non-profit competing with private research?
The OFA would strongly support the establishment of a Canadian Ag Water Research Institute as an element of
an Agr. Centre

Survey Q uestion #8

Do you have any additional comments or feedback regarding this Project? Suggestions
on things to consider?
x
x

It could be useful to meet with directors of other centres to map out how it could fit. ie. CARES, BIC, OGGA
Vive Nano - pesticide applications
There are a number of potential links with research expertise at Laurier. If research opportunities are available
then they would be interested in follow up.

x

Agri-food -!QRWRQSURGXFHU¶VVLGHEXW%ORRPKDVDQLQWHUHVWLQJUHSRUWRQZDWHUinnovation in the sector. I'll
send it.
Being my home town I would hate to see it go
Heavy equipment mechanics program mentioned look to equipment companies for sponsorship of a program as
trained mechanics are in short supply. (eg New Holland/Case) John Deere sponsors a program at Conestoga
College (may have the wrong college)
Ag. water institute as a larger all-encompassing consortium may also consider offering opportunities to
demonstrate research animal/farm waste water treatment technology if there is a demand
Take a look at other previous like initiatives for success roles and funding/operational modules
Tissue culture lab - Seed National Research Council (NRC office)
- Fruit/Veg Exchange - Hi Value Hort Exhibition
I think you are on the right track

x
x
x
x
x
x
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