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1. AGENCY OVERVIEW

1.1 Minister’s Message

I 'am pleased to submit to Parliament the Canadian Food Inspection Agency’s (CFIA)
Performance Report for 2005-06. This Report illustrates the Agency’s ongoing commitment
to safeguarding Canada’s food supply and the health of the plants and animals upon
which it is based.

Throughout 2005-06, controlling the entry, emergence and spread of animal diseases
and plant pests remained a significant focus of the CFIA.

The response of the Agency and its partners to issues such as avian influenza (Al) and
bovine spongiform encephalopathy (BSE) contributed to national and international
confidence in the CFIA’s regulatory programs, inspection and certification activities.

Strong partnerships are vital to the Agency’s success. As Minister responsible for the Canadian Food Inspection Agency,
I'look forward to working with our federal, provincial and territorial partners, and with industry and consumers,
as we continue to provide an innovative food safety, animal health and plant protection system for all Canadians.

Through its hard work and dedicated employees, the CFIA will continue to excel as a science-based regulator, trusted
and respected by Canadians and the international community.

The Honourable Chuck Strahl
Minister of Agriculture and Agri-Food and
Minister for the Canadian Wheat Board
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1.2 President’s Message

I am pleased to present the Canadian Food Inspection Agency’s (CFIA) Performance Report
covering the period from April 1, 2005 to March 31, 2006. Through its efforts dedicated
to safeguarding food, animals and plants the CFIA enhances the health and well-being
of Canada’s people, environment and economy furthering key Government of Canada
objectives.

In this my first year as President of the CFIA, I was presented with a number of challenging
issues to which the Agency responded well. This document details the CFIA’s response to
these challenges, as well as its ongoing commitment to protecting the safety of Canadians
and maintaining a safe food supply and healthy animal and plant resource base.

Over the course of the year, we saw advances in market access for Canadian beef products

as other countries recognized the effectiveness of Canada’s control measures to combat bovine spongiform encephalopa-
thy (BSE). The Agency also managed other animal and plant diseases and pests, controlling the introduction and spread
of new hazards. In addition we are placing greater focus on compliance targets and continuous improvement initiatives
in all areas.

It has been a year of changes within the CFIA. For example, the Agency instituted a new governance structure to make
its decision-making process more effective and responsive to changing circumstances. The Agency also established a
high-level working group to oversee and provide a more focused approach to the development and implementation
of its avian influenza (Al) strategy, which includes import controls, surveillance, biosecurity, emergency preparedness
and international cooperation.

The Agency can be proud of its accomplishments and I look forward to working with its dedicated, competent and
professional team, along with its partners and stakeholders, to better serve Canadians throughout 2006-07.

Francois Guimont
President
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1.3 Summary Information

The Canadian Food Inspection Agency (CFIA) is dedi-
cated to safeguarding food, animals and plants, which
enhances the health and well-being of Canada’s people,
environment and economy. The CFIA serves Canadians
by providing protection from preventable health risks,
delivering a fair and effective regulatory regime, sustain-
ing the plant and animal resource base and promoting
the security of Canada’s food supply and agricultural
resource base. In support of these activities, the Agency
is committed to effective internal management. As the
largest agency of its kind in Canada, the CFIA’s vision is
to excel as a science-based regulator that is trusted and
respected both by Canadians and by the international
community.

SUMMARY OF PERFORMANCE IN RELATION
TO AGENCY PRIORITIES

The Agency plans and reports performance based on

a Program Activity Architecture (PAA) developed and
implemented in collaboration with the Treasury Board.
This Performance Report outlines key performance results
against four of the Agency’s five Strategic Outcomes,!
its expected results and its established targets.2 Where
targets are discussed in this document, it is indicated
by the following symbol: &

The Agency is committed to further refining and
expanding its targets to represent the entirety of the
Agency’s performance. For 2005-06, a summary of
results achieved against established performance targets
is presented in Table 1.3.3.3 The Agency’s full perfor-
mance story can be found in Section 2 — Analysis

of Program Activities by Strategic Outcome and

Section 3.3 — Financial Performance.

‘ Table 1.3.1 — Financial Resources

Planned Spending
($ millions)

535.2

Source: SATURN.

Total Authorities
($ millions)

Actual Spending
($ millions)

588.1

‘ Table 1.3.2 — Human Resources

Planned Full-Time Equivalents (FTEs)4
6,368

Source: Salary Management System.

Actual FTEs

Difference

- 676

1 The calculation of a full-time equivalent (FTE) differs from the calculation of an employee in that the former considers part-time employment,
term employment, job sharing, and would combine, for instance, two half-time employees into a single FTE.

2 Because of the supportive nature of the fifth Strategic Outcome, targets were set for only the other Strategic Outcomes. Similarly, resources
attributable to “Sound agency management” have been allocated among the Agency’s other Strategic Outcomes on a pro-rata basis.

3 For more detail on the development of targets, please refer to Section 2.1 — How the Agency Plans and Reports.

4 The details of the Agency’s performance in relation to expected results and Strategic Outcomes are presented along with targeted performance
information in Section 2.3 — Analysis of Program Activities by Strategic Outcome.

s
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Table 1.3.3 — Summary of Performance Results and Spending (April 1, 2005-March 31, 2006)

Targeted Performance Result* For more 2005-06
Opportunity for information
improvement (X) Planned Spending Actual Spending

($ millions) ($ millions)
.@ Met (V)

Exceeded (V+)

Strategic Outcome: Protection from preventable health risks related to food safety or the transmission of animal diseases
to humans

Government of Canada Outcome: Healthy Canadians with access to quality health care

Program activity: Food safety v See pages 18-29 298.6 341.5
and public health With 14 of 17 targets
met or exceeded

Strategic Outcome: A fair and effective regulatory regime for food, animals and plants
Government of Canada Outcome: A fair and secure marketplace

Program Activity: Science and v See pages 30-38 111.3 82.4
regulation With 5 of 7 targets
met or exceeded

Strategic Outcome: A sustainable plant and animal resource base
Government of Canada Outcomes: A clean and healthy environment, economic growth

Program Activity: Animal and v See pages 39-51 99.7 139.0
plant resource protection With 7 of 11 targets
met or exceeded

Strategic Outcome: Security from deliberate threats to Canada’s food supply and agricultural resource base
Government of Canada Outcome: A strong and mutually beneficial North American partnership

Program Activity: Public X See pages 52-56 25.6 25.2
security With 0 of 1 target
met or exceeded
(target met as of
June 2006)

Performance targets are based on historical averages of actual performance or on expected results of effective programming (see page 11 for further
discussion on targets). When key targets have not been met, the regulated parties are required to undertake corrective actions and are subject to
re-inspection to confirm that the steps have been undertaken to address deficiencies. Also, the Agency has action plans in place to address programs
that fall below established targets. Industry compliance targets of less than 100% are representative of the Agency’s risk-based inspection approach
which targets areas of high-risk and past non-compliance.

Note: The above summary of performance results against targets coupled with detailed performance results presented in this report, targeted and non-targeted,
are indicative of the Agency’s overall performance. CFIA’s actual contribution to Canadian consumers, regulatory partners, regulated parties and other
international governments goes well beyond measurable indicators that are presented above. Quality assurance and data quality/limitations are discussed
in Section 2.2.1.
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Overall, the Agency has met or exceeded targeted results.
Its compliance and enforcement policies and program
strategies continue to support the core mandate set out
in the various statutes administered and enforced by

the CFIA. However, in a few program areas, a need

for improvement has been identified. In these cases,
adjustments to correct the deficiencies are being made
to policies and program delivery.

THE CFIA’S CONTEXT

Almost 5,700 highly-trained full-time equivalents work
for the CFIA across Canada in a wide range of scientific,
technical, operational and administrative positions. The
Agency'’s staff are professionally involved in risk assess-
ment, risk management, policy development, analytical
testing, research and development and international
discussions and negotiations. They are also involved

in certification, inspecting establishments and products,
sampling, monitoring and verification, surveillance,
warnings, detentions, seizures, recalls, and other related
compliance activities.

Four interrelated factors are critical to the success of
the Agency in safeguarding Canada’s food supply and
the plants and animals on which safe, high-quality
food depends:

Sound science. The CFIA is Canada’s largest science-
based regulatory agency. The Agency regularly relies
on input and advice from its own and other scientific
experts when developing, reviewing and improving
regulations, international standards and policies and
programs for inspecting, testing and responding

to emergencies.

An effective regulatory base. Clear, effective and
enforceable regulations that are fair and applied
consistently are essential tools for contributing to and
achieving public policy objectives. The Agency’s work
to continually improve regulations and efforts at the
international level to promote science-based standards
for world trade in food, animals and plants serve to
protect Canadian consumers and industry as well

as Canada'’s trading partners.

Effective inspection. The Agency is responsible for
administering or enforcing 13 federal statutes and their
associated regulations. Promoting compliance with the
acts and regulations is one of the Agency’s key priorities
and its role is to establish that industry is complying
with them. Ultimately, it is industry that is responsible
for doing what is necessary to meet or to exceed the
standards for food safety, animal health and plant
protection established by this legislation. Thus, the
Agency’s risk-based compliance and enforcement policies
are geared toward achieving the highest level of compli-
ance through strategic interventions (e.g., education,
guidance, enforcement, etc.).

Strong partnerships. The CFIA shares many areas

of jurisdiction and responsibility in fulfilling its man-
date. The ability of the Agency to achieve its Strategic
Outcomes is in large part dependent on the performance
of its partners. Strong partnerships with other federal
departments and with provincial, territorial and munici-
pal authorities, among many others, are therefore central
to the Agency’s success. In particular, the CFIA works
with its partners under the agriculture portfolio. The
Agency has a significant bilateral relationship with
Agriculture and Agri-food Canada (AAFC). One area

of partnership with AAFC is the implementation of

its Agricultural Policy Framework (APF). The CFIA is
implementing initiatives funded under the APF, includ-
ing the development and implementation of regulations
to control the manufacturing of medicated feeds and,
with the provinces and territories, the implementation
of a program that provides government recognition

of industry-developed on-farm food safety programs.

The CFIA’s key federal partners include:

Health Canada

Agriculture and Agri-Food Canada

Public Safety and Emergency Preparedness Canada
Public Health Agency of Canada

Fisheries and Oceans Canada

Natural Resources Canada, including the Canadian
Forest Service

Foreign Affairs and International Trade Canada

Environment Canada, including the Canadian
Wildlife Service

Canadian Grain Commission

Ed
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Many partners share responsibility for supporting

the integrity of Canada’s food supply, animal health
and plant protection systems, for example, by setting
and/or enforcing standards. In addition, in developing
regulations, policies and procedures for inspection,
testing and responding to emergencies, the CFIA
consults regularly with the scientific community. The
Agency also works with a broad range of stakeholders,
including industry and the associations representing
consumers and public health, animal welfare and
environmental interests. Globally, the CFIA works
with international bodies and foreign governments

to improve the transparency and the scientific basis of
regulations in other countries, increasing the likelihood
that they do not arbitrarily discriminate against
Canadian exports of food products.

Further details on the complementary roles played
by each of these partners are given in Section 2.3 —
Performance by Strategic Outcome.

CFIA’S OPERATING ENVIRONMENT

The Agency operates in an environment in which it,
along with its partners, must be proactive in helping

to recognize, manage and mitigate many diverse risks.
At the same time, it must remain capable of reacting
promptly and effectively when collaborating with other
organizations in response to an emergency should one
occur. The CFIA's operating environment and priorities
are closely linked, with the operating environment
influencing its strategies for meeting the Agency’s
priorities.

Science is at the core of the Agency’s work and, as a
science-based regulatory agency, the CFIA relies heavily
on the advice of its own and external scientific experts
when planning and carrying out its inspection and
testing programs, responding to emergencies, and
developing and improving regulations and policies.

While the CFIA plans according to its Strategic Objec-
tives and delivers the majority of its programs according
to this plan, the agriculture and agri-food environment
in which it is mandated to operate is both dynamic and
changeable by nature. New threats routinely emerge in
biological systems and the nature of these issues is
unpredictable. As a result, the Agency is frequently called
upon to mobilize its resources in response to emergent
challenges (e.g., avian influenza (AI), new cases of bovine
spongiform encephalopathy (BSE), major food safety
recalls and the detection of new plant pests in Canada).
The resulting redirection of resources to address the
public health and economic consequences of emergent
issues is a necessary and expected response to protect
Canadians and the plant and animal resource base.
While in a few cases, such a response can detract from
the full delivery of the Agency’s plan, the CFIA is
generally able to balance prompt and appropriate
responses to crises with the effective delivery of its
ongoing responsibilities.

KEY FACTORS AFFECTING THE AGENCY
IN 2005-06

Internal restructuring. In 2005-06, the CFIA instituted a
new governance structure. The purpose in doing so was
to make the decision-making process more effective and
more responsive to changing circumstances that affect
the Agency. The new structure now includes two senior
committees, instead of one, as under the previous
structure. The Executive Policy Committee focuses on
developing and approving policy, while the Executive
Management Committee focuses on improving the
sharing of information among the branches. The
Executive Policy Committee also sets the overall policy
agenda for the Agency. This committee is supported

by six executive sub-committees: Human Resources,
Finance and Administration, Regulations and Agree-
ments, Communications, Planning and Reporting, and
Information Management and Technology. The Agency
has also set up an independent committee on Audit
and Risk Management led by the President, as required
by the new Treasury Board Policy on Internal Audit.

Early experience with the new structure has shown
that it has resulted in a more integrated approach to
decision making.
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The changing marketplace. International markets

are becoming increasingly competitive. Valued at

$42.3 billion, Canada’s exports of CFIA-regulated com-
modities of food, animals, plants and their products
represent a significant contribution to the national
economy. International trading partners for these
exports are demanding that Canada meet new standards
and requirements. At the same time, they are becoming
more vigilant in ensuring that the products which they
import meet existing standards. As well, the expectations
of Canadian consumers that the food supply will
continue to be safe and that the environment will be
maintained are growing. Meanwhile, Canadians are
increasingly seeking accurate information on food labels
and in advertising in order to make informed choices.
Accordingly, the CFIA has a responsibility to help ensure
that Canadian food — whether exported or consumed
at home — meets the demands of the marketplace.

Emerging animal diseases. The Agency has had to
respond quickly and adopt new methods for detecting
the presence of emerging animal diseases such as the
highly-pathogenic H5N1 strain of avian influenza (AI).
Early detection is critical in order to protect both animal
health in Canada and domestic and export markets for
products affected by a given disease that might arise.
In the case of emerging diseases, the CFIA plays a
significant role in communicating with industry and
supporting it in maintaining international markets

for Canadian products.

KEY RISKS AND CHALLENGES

The Agency’s capacity to achieve its Strategic Outcomes
depends greatly on its ability and that of its partners to
recognize, manage and mitigate risks. In order to achieve
its Strategic Outcomes, the Agency must coordinate its
efforts and liaise with several partners as well as enforce
and adhere to many federal acts and regulations.

The CFIA’s planning process identified key risks and
challenges and set out a plan which was presented to
Parliament in its Report on Plans and Priorities (RPP)
2005-06. Section 2 — Analysis of Program Activities by
Strategic Outcome is based on the 2005-06 RPP,S and
discusses the Agency’s performance with respect to
dealing with the key risks outlined in that document.

Managing food safety risks. Food safety risks are
complex and diverse. Accordingly, the Agency has
adopted a multi-faceted approach to managing food
safety risks. Risks to human health from food can be
introduced at any point along the food continuum —
from production to processing and transportation
through to the consumer who prepares it. These risks
may present themselves in many forms, including
foodborne bacteria, undeclared allergens such as nuts,
chemical contaminants and physical hazards (e.g., glass)
in the product. The “non-registered” sector (e.g., cereals,
oils, spices, etc.) presents a unique challenge in this
regard, because it comprises facilities that manufacture/
import/export and distribute food which, while subject
to the consumer protection requirements of the Food and
Drugs Act and provincial and territorial legislation, are
not also subject to the additional federal requirements
as are facilities in the “registered” sector (as listed in
Section 2.3.1 — Protection from preventable health
risks related to food safety or the transmission of animal
diseases to humans). Jurisdiction over this sector is
shared with provincial and territorial governments.

The CFIA’s ability to mitigate challenges associated with
the non-registered sector is therefore influenced by the
performance of a number of key partners, including
Health Canada and provincial, territorial and municipal
authorities.

Controlling the transmission of animal diseases to
humans. New animal diseases that affect humans
(zoonotics) are emerging. The scientific uncertainty
associated with new diseases, such as Al, and how they
are transmitted adds to the complexity of managing
them. Controlling the entry, sudden emergence or
spread of existing or new animal diseases in a timely
and effective manner remains a significant challenge
for the Agency and the partners with which it shares
this responsibility. To mitigate the risk associated with
zoonotic diseases, the CFIA must work in close partner-
ship with these partners, including Canadian public
health agencies and agricultural and environmental
authorities, to detect and control zoonotic diseases.

The Agency also carries out activities on individual farms
here at home and cooperates with international bodies
such as the World Organisation for Animal Health (OIE)
and foreign governments.

5 The relationship of the reporting document to the plan is detailed in Section 4.2 — Notes on Reporting Against the Report on Plans and Priorities.

9]
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Promoting science-based regulation. A continuing
challenge is to ensure that international regulations

are based on sound science. Science-based regulations
are critical to protecting Canadian exporters of food
products, animals, plants and their products from
discriminatory or unnecessary trade barriers. The lack of
information on the capacity of some of Canada’s trading
partners to develop or follow scientific approaches to
control production may pose a risk to Canadian con-
sumers and industry. The CFIA therefore must work with
a number of partners to promote the creation and/or
modification of regulations based on sound science.

Maintaining an effective regulatory framework.
Outdated legislation or insufficient authority could
hinder the Agency’s efforts to fully and effectively carry
out its mandate. Inconsistencies among federal, provin-
cial and territorial legislation also weaken the domestic
legislative framework. To mitigate these risks, the CFIA
works with its partners to promote effective, consistent
regulations.

Protecting Canada’s crops, forests and livestock. Many
potential avenues exist for plant and animal pests and
diseases to enter Canada. The introduction of these pests
and diseases into the country often results in significant
economic, environmental and other consequences.
Accordingly, controlling and eradicating these pests and
diseases creates a challenge for the CFIA. The Agency
must constantly work with its various partners to
identify the emerging risks posed by these pests and
diseases when designing programs to protect animal and
plant resources. Critical to this prevention is the CFIA’s
partnership with the Canada Border Services Agency
(CBSA), which helps enforce CFIA’s import policies

and standards at points of entry into the country.

Public security. Public security issues such as bioterror-
ism mean that the Agency and its partners must have
the capacity to respond quickly and effectively to an
emergency. The challenges are to have well-planned
procedures as well as clearly-defined responsibilities for
CFIA’s partners for protecting food, plants and animals
if and when an emergency occurs.

Governance and management. The Agency is presented
with the challenge of responding to a growing demand
for its services, as well as enhancing the services it
already provides. This includes the ability to rapidly
respond to requests for inspections and certifications
and to react to consumer concerns and needs. Addition-
ally, the CFIA must address the need for enhanced
performance information to support decision making.
The Agency must also manage its resources to carry out
ongoing activities, address emerging concerns and cope
with emergency situations. Finally, the CFIA must be
familiar with technological advancements that affect
environmental and agricultural systems.
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2. ANALYSIS OF PROGRAM ACTIVITIES BY

STRATEGIC OUTCOME

2.1 How the Agency Plans
and Reports

The Canadian Food Inspection Agency’s (CFIA) planning
requirements are set out in the Canadian Food Inspection
Agency Act (CFIA Act) and Treasury Board policies and
guidelines. The CFIA Act requires the Agency to produce
a five-year Corporate Business Plan and an Annual
Report, both of which are tabled in Parliament.6 Treasury
Board policies require federal departments and agencies
to prepare an annual Report on Plans and Priorities

(RPP) and a Performance Report, which are also tabled

in Parliament.

In accordance with the Treasury Board Secretariat (TBS)
requirements on the Management of Resources and
Results Structure (MRRS), the CFIA’s planning framework
is based on the Strategic Outcomes outlined in its
Corporate Business Plan 2003-08. The Agency’s RPP and
the Performance Report reflect this new structure and in
this report, financial information has been fully aligned
with the Strategic Outcomes. The 2005-06 Performance
Report is therefore the first report to follow the complete
MRRS structure.

For each Strategic Outcome in the RPP, there are ongoing
strategies as well as special initiatives that the Agency
planned to undertake to support that outcome. While
the ongoing strategies refer to the core business of the
Agency and represent the largest portion of the Agency’s
activities and expenditures, the special initiatives are
activities that are ad hoc in nature and may take place
over a number of years. The variety of the ongoing
strategies and special initiatives, as listed in the RPP,
and the complexity of the CFIA’s business require that
the Performance Report be structured around program
sub-activities? rather than by ongoing strategy. Thus,
while there is not a one-to-one correlation between

the two documents, the Performance Report presents

performance information under each sub-activity which
best represents the Agency’s performance for 2005-06.
For further information, please see Section 4.2 — Notes
on Reporting Against the Report on Plans and Priorities.

REPORTING PERFORMANCE

In Section 2.3 of this report, performance information
in relation to each Strategic Outcome and associated
expected results is described and measured, where
possible, against targets, using compliance and other
relevant performance indicators. Targets are established
performance measures for both industry’s and the CFIA’s
performance in relation to the Agency’s expected results,
as detailed in the following section. Reporting against
specific targets is an enhanced feature of the 2005-06
Performance Report, and represents a transition from
previous approaches to performance reporting. The
Office of the Auditor General’s (OAG) assessment of the
2004-05 Performance Report concluded that “the most
critical weakness in the CFIA’s report was the absence

of reporting against performance targets.”

-E:’)) Following this assessment, the Agency set up a working

group to begin to establish and formalize performance
targets in all critical program areas. While key targets
have been established, the CFIA is committed to expand-
ing and further refining these targets to better and more
comprehensively represent the core performance of the
Agency. The targets set during 2005-06 are based on
historical averages of actual performance or on expected
results of effective programming (e.g., compliance rate
for industry conformity to regulatory standards, control
of entry and spread of animal and plant diseases).
Industry compliance targets of less than 100% are
representative of the Agency’s risk-based inspection
approach which targets areas of high-risk and past non-
compliance. Broader monitoring on an industry-wide
basis, coupled with specific targeting of problem areas
must be considered when interpreting performance

6 The Annual Report was combined with the Performance Report as of 2004-05 through an Order-in-Council (05-929), at which point the Minister
of Agriculture and Agri-Food confirmed that no information originally available through the Annual Report would be lost when it was eliminated.
7 As presented in the CFIA’s 2005-06 Report on Plans and Priorities. (Note that prior to 2005-06, program sub-activities were referred to as “priorities.”

This change was made to be consistent with the MRRS.)

R
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Promoting compliance

As a regulatory agency, the principal means by which
the CFIA carries out its mandate is by measuring rates
of compliance with Canadian food, animal and plant
regulatory requirements. Compliance rates are an in-
dicator of the extent to which industry has adhered to
federal acts and regulations. The CFIA takes a number
of approaches to assessing compliance, as appropriate:

® Monitoring approach: Establishments or products are
inspected in such a way that the resulting compli-
ance rates are representative of the CFIA-regulated
population. Monitoring programs are designed in
this way to provide an accurate overview of compli-
ance in the marketplace in general.

e Targeted approach: In cases where monitoring
has identified specific compliance problems, the
Agency sometimes undertakes a targeted approach
to inspections and testing, in which the Agency’s
activities are focused on the problem area and
areas of highest risk. Compliance rates of targeted
programs can neither be targeted nor extrapolated
to the population in general and are typically lower
than with the monitoring approach, as Agency staff
seek out non-compliant establishments or products
to better define the problem area and the reasons
for non-compliance as well as promote improved
compliance through enforcement actions.

e [nvestigative approach: The CFIA employs an inves-
tigative approach to assessing compliance towards
the objective of prosecution of non-compliance.
Investigations involve the gathering of evidence
and information, from a variety of sources, relevant
to a suspected violation or offence.

The compliance result of a targeted program is thus
qualitatively different from that of a monitoring
program in terms of its implications on food safety,
animal health or plant protection in general. Where
compliance rates appear in this report, the approach
used to assess compliance is noted.

The choice of compliance tool employed is based
on risk. The CFIA promotes compliance by con-
ducting inspections, audits, product sampling and
verifications, according to scientifically-established

L

risk-based strategies. To facilitate compliance, the
CFIA carries out education and awareness activities
that are intended to clarify and increase regulated
parties’ understanding of statutory requirements
and standards.

The complexity of the agri-food sector and the in-
herent variability of the biological and production
systems underpinning it are such that some degree
of non-compliance is inevitable. A compliance rate
of less than 100% means that some proportion of the
facilities or products that the Agency has inspected
has failed to meet certain requirements or standards
as defined by the regulations. Of note is that some
deficiencies which contribute to the rate of non-
compliance represent “minor” variances and do not
pose a significant risk to human, animal or plant
health. Nevertheless, collectively, minor variances,
such as building construction and production layout,
do reduce the overall compliance rate.

Major variances, i.e., variances with the potential
to directly pose a significant risk to human, animal
or plant health and/or other program objectives are
always met with vigorous enforcement actions to
assure protection of Canadians and the plant and
animal resource base.

The Agency is developing data that allow for an assess-
ment of the extent to which non-compliance reflects
minor or major variances from legislative standards.
Major variances are generally, but not limited to, those
instances of non-compliance that could undermine
economic interests or pose a risk to human, animal

or plant health. Where significant non-compliance is
identified, the CFIA uses a broad range of enforcement
approaches to address these issues on a priority basis.
The CFIA’s response to non-compliance is based on a
risk management model which prioritizes enforcement
actions on areas of high risk and low compliance.

The Agency meets the public expectations by applying
meaningful and appropriate enforcement actions in
response to non-compliance with regulations that
have the most direct or significant impact on the
health and safety of Canadians and on animal and
plant health.
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results. When a program specifically targets areas of
past non-compliance or in response to complaints, the
compliance levels identified cannot be fairly considered
against the industry-wide compliance, and hence, while
clearly indicated in the report are not reported in the

same manner as results of broader monitoring programs.

The Agency strives to promote improved industry
compliance on a year-to-year basis and has an enforce-
ment and compliance strategy to address all instances
of non-compliance. Results achieved against targets,
as well as non-targeted performance information, are
reported in the following section of this report.

It is critical to note that the nature of the CFIA’s
mandated responsibilities is dynamic, given their

basis in biological and production systems that are
ever-changing. The inherent variability of these systems
makes them difficult to predict and it is reasonable

to expect some shift in compliance from year to year.
The specificity of targets and reported results must be
considered in this context.

Where performance has fallen short of expectations and
a need for improvement has been identified, the report
outlines implications for future programming. The
results of the program improvements will be reported
in subsequent years’ RPPs and Performance Reports.
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2.2 Assessment of Performance Information

2.2.1 Management Representation Statement

The Canadian Food Inspection Agency’s (CFIA) Performance Report for the year ending March 31, 2006, was prepared
under the direction of the President and the Executive Management Committee of the CFIA and approved by the
Minister of Agriculture and Agri-Food Canada. In accordance with the Canadian Food Inspection Agency Act, the report
also includes an assessment of the fairness and reliability of the performance information conducted by the Auditor
General of Canada.

This Performance Report has been prepared in accordance with the CFIA Act and the Treasury Board of Canada
Secretariat Guide to the Preparation of Part III of the 2005-06 Estimates. The full range of the Agency’s key results,
activities and achievements are addressed. In addition, this report provides an overview of the ongoing risks and
challenges faced by the CFIA, as well as the Agency’s role in supporting key Government of Canada priorities.

As noted in this report, the CFIA faced many challenges such as the continued presence of BSE in Canada and the
worldwide spread of Al, which placed greater demand on the Agency for its services.

In accordance with the CFIA Act, CFIA management is responsible for the fairness and reliability of the information
presented in this Performance Report. To fulfill this responsibility, the CFIA maintains management information systems
and controls that provide reasonable assurance that the information presented meets these requirements. The data
provided in this Performance Report was obtained from CFIA’s manual or automated information management systems.
A quality assurance process was used to validate the accuracy of information contained in this report. The quality
assurance analysis indicated that a high level of assurance can be placed on information from automated systems.

The assurance level is reduced for manual systems. CFIA management is committed to improving the accuracy of
performance information to further support planning, decision making and reporting.

In past reports program performance information was presented by outlining year-over-year trends. This Report intro-
duces performance targets for these key program areas for the first time. Also, this report assesses how the Agency has
performed against these targets, and provides explanations regarding any variances. CFIA management is committed to
improving the overall performance information, and the presentation of this performance information, both against
established targets and year-over-year trends in our upcoming performance reports.

Tom Beaver
Executive Director,
Audit, Evaluation and Risk Oversight
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2.2.2 Auditor General’s Assessment of Performance Information
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Auditar Geseral of Canada
Werilicairice peabraie du Canads

AUDITOR GEMERAL'S ASSESSMENT
of Perdarmance Information in the Canadlan Food Inspection Agency
Porformance Report

To the President of the Canadian Food Inspection Agency and the Minister of Agriculiure and Agri-food

What | Azsessed

As required by the Canaatan Food inspachon Agancy Act | hawe assessed the falmeass and reliability of the
Agency's perdarmance infarmation fior 2005-08 with respact (o the chjaclives astablished in iS5 corporabe
businaza plan,

Marnagement's Responsibiiity
The periormance information raported in the Agancy's performance repor is the responsibility of managament.
My Rezponsibility

My responsibility is 10 assess the faimess and reliability of the parformancs informatson inchudad in the
Agency's performance raport against the obsactives astablishad in its corporale busingess plan.

My assassment covenad only the spacific performance information included in the secBon 2.3 of its
parfarmance repoan tlited “Parformance by Strategic Outcome”™. My assassment did nad inchude tha objectives
561 out in the corporate business plan o information referenced by Web links included in the repor. My
responsibility doas not axiend lo assessing or commanting on the Agency’s actual parformance

The Mature of My Assessment

Ky assessment consisted of a review perormed In accondance with the standands 1o asSufancs endagamens
ostablished by the Canadian Institute of Chartered Accountants, The assessmant consisted primarily of
anquiny, arahytical procederes, and discumsion relatad 1o the parformance information. | conducted this
assessmEnl using the critaria for the assessment ol faimaszs and reliability describad in e Annax

An aesassmant basad on a review providas a modarate leval of assuranca and do68 No! CORSHLULE AR Q.
Conseguantly | do nol exprass an audit opinion on the Agency's perormance information,

Conclusion
Basad on my assessmant, nothing has come to my aftantion that causes me 1o believe hat the Agency's

performance information for 2005-06, with respact to the objectives established in s corporate businass plan,
is nol, in all sghdicant respacts, faif and reliable wsing the crlang deacnibed in tha Annax o this repon.

Sheila Frasar, FCA
Auditor General of Canada

Oitawa, Canada
Seplembar §, 2006
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ANNEX

CRITERIA FOR THE ASSESSMENT OF FAIRNESS AND RELIABILITY
OFFICE OF THE AUDITOR GEMERAL

The following criteria were developed 1o assess the faimess and reliability of the infcrmaticn about the
Apancy's parformanca with raspect to the objactivas in its corporate businass plan. Two key iB5U88
ware addressed; Has the Agency repored on its pardcimance with respect to Hs objectives? Is that
information falr and reliable? Performance information with respact to objectives is fair and reliabie if #
enables Parliament and the public 1o judge how wall the entity or program In question is performing
agamsi the abjecives il 5&l oul 1o accomphish.

ReELEvanT

MEASINGFLUL

ATTRIBUTABLE

BaLANCED

ACCURATE

FAIRNESS

The pardormance informalion repes in contexd, langible, and important
accomplishmants against objectives and costs.

The parformancs inlormaticn falls a clear parfarmanca story, dascrbing
expectaticns and banchmarks against which pariommances is compared.

The performance informaton demonsirates why the program made a diffarance.

& reprasentative yal clear picture of the full range of performence is presented,
which doas not méslsad the readar,

RELIABILITY

The perdormance information adeguataly raflects the facts.

These criteria were developed specifically for the assessment. The Canadian Food Inspaction
Agancy has acknowladgad that they weare suitabla for the assessmant

More inlormation on the critera is avadable cn our Wab site at - hitp:'wew.oag-
bvg.ge.caldominoiativer. nslMiml 20031 0irpd_e.himl.
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2.3 Performance by Strategic Outcome

For each Strategic Outcome, the Agency has identified a program activity, as presented in the RPP. The Agency focuses
on fulfilling sub-activities related to each program activity as a means of achieving its Strategic Outcomes. In turn, each
sub-activity has a number of strategies associated with it which assist the Agency in assessing whether it has achieved
its expected results and fulfilled its Strategic Outcome. A discussion on the CFIA’s performance under each Strategic
Outcome is presented in the following sections.

2.3.1 Strategic Outcome: Protection from preventable health risks related to food safety
or the transmission of animal diseases to humans*

‘ Table 2.3.1.1 — Financial Resources

Planned Spending Authorities Actual Spending Proportion of
($ millions) ($ millions) ($ millions) Actual Agency Spending
298.6 346.0 341.5 58%

Source: SATURN.

‘ Table 2.3.1.2 — Human Resources

Planned Authorities Actual Proportion of
(FTEs) (FTEs) (FTEs) Actual Agency FTEs
3,668 3,668 3,468 61%

Source: Salary Management System.

Financial Resources Human Resources

Program Activity Food Safety and Public Health

Program Managing Food Safety Risks Controlling the transmission of animal diseases
Sub-Activity to humans

Strategies * Inspection activities * Disease surveillance and eradication activities
¢ Enforcement activities * Emergency responses to disease outbreaks
¢ Program design/re-design

* Managing food safety incidents and emergencies

* Food safety awareness

Expected ¢ Industry complies with federal acts and regulations * Animal diseases that are transmissible to humans are
controlled within animal populations

Results ¢ Industry adopts science-based risk management
practices

® Food safety and emergencies are contained
e Public is aware of food safety risks

Strategic
Outcome

Protection from preventable health risks related to food safety or the transmission of animal diseases to humans

* (unaudited) — Data for this strategic outcome generally came from automated information management systems. The Agency used quality assurance
processes to validate the information, therefore a higher level of assurance can be placed on information from automated sources.

|;
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-E})) Results achieved: In 2005-06, the Agency met or exceeded 14 of the 17 performance targets established under this Strategic Out-
come, while an opportunity for improvement was noted in six additional areas, in which the CFIA is currently in a mode of continuous
improvement. These achievements, combined with the CFIA’s non-targeted performance, including its effective response to crises
(which cannot be measured against targets), have contributed to the CFIA meeting its expected results and therefore playing a signifi-
cant role in providing protection from preventable health risks related to food safety or the transmission of animal diseases to humans.

The CFIA, along with many federal, provincial, territorial
and municipal organizations, is working to protect the
health of Canadians. The CFIA's primary contribution is
helping to ensure that food is safe, that consumers have
appropriate information on which to base healthy food
choices and that the risk of contracting animal diseases
(e.g., avian influenza (Al)) is minimized.

To achieve this outcome, the CFIA works in collabo-
ration with a number of partners and stakeholders,
including Health Canada (HC), the Public Health Agency
of Canada (PHAC), Agriculture and Agri-Food Canada
(AAFC), and provincial and territorial governments.

The mandate to achieve this Strategic Outcome is drawn
from the following federal legislation:

e the Food and Drugs Act

e the Fish Inspection Act

e the Meat Inspection Act

e the Health of Animals Act

e the Canada Agricultural Products Act

e the Consumer Packaging and Labelling Act
e the Canadian Food Inspection Agency Act

The Agency’s work under this program activity is
intended to mitigate the risks related to foodborne
illness and the emergence or spread of animal diseases
that could affect humans. The Agency spent approxi-
mately 60% of its budget on achieving this Strategic
Outcome in 2005-06.

2.3.1a Program Sub-Activity: Managing food
safety risks

In managing food safety risks at the federal level, the
CFIA shares jurisdiction with a number of partners,
particularly with Health Canada. Health Canada is
responsible for the development of food safety policies,
standards and regulations, while the CFIA is responsible
for food inspection and compliance activities. Of the
$341.5 million the Agency spent to achieve this Strategic
Outcome, approximately $272 million was devoted to
managing food safety risks.

Strategy: Inspection activities

Expected result: Industry complies with federal acts
and regulations

Inspection is a critical element in ensuring that domestic
and imported food products do not pose a significant
threat to the health of Canadians. The CFIA inspects
federally-registered food establishments as well as food
products to verify that food traded inter-provincially
and internationally or imported into Canada is safe

and wholesome. The Agency identifies and focuses its
inspection activities on high-risk sectors or commodities
as part of its proactive risk-management approach.

ESTABLISHMENT INSPECTIONS

In order to ship certain products to other provinces and
countries, food processing plants must be federally
registered. Generally each establishment is subject to
an initial and an annual registration process to confirm
that critical systems and controls are in place. The CFIA

Table 2.3.1a-1 — Financial Resources — Managing food safety risks

Authorities
($ millions)

Planned Spending
($ millions)

234.8 275.8

Source: SATURN.

Actual Spending
($ millions)

Proportion of Actual
Agency Spending

272.2 46%
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| Table 2.3.1a.2 — Federally-Registered Establishment Compliance

Sector Number of Federally-Registered
Establishments as of
March 31, 2006
Meat 734
Fish and seafood** 920
Processed product 548
Egg
Shell egg 324
Processed egg 17
Dairy 272

The target for industry compliance in the Meat sector was set according to inspection procedures that have since been changed.The compliance rate for
2005-06 was calculated in accordance with the new inspection procedures such that it is not measurable against the target.

** Compliance rate for fish and seafood is post-corrective action.

Hkk

required to be corrected within an appropriate timeframe.

Source: Food Safety Enhancement Program (FSEP) National Tracking Reports, Performance Management Framework (PMF), Resource Management System (RMS) Regional Quarterly Reports.

inspects these plants regularly to ensure that they comply
with federal regulations. The level of inspection depends
on the spectrum of risks managed by the Agency, with
higher-risk products or manufacturing processes receiving
more attention. While most facilities are inspected at
least once each year, some are inspected every day.

The CFIA works toward having industry achieve full
compliance with legislative requirements. However, with
the complexity and inherent variability of the agricul-

No compliance measure is available for establishment inspections for this commodity. Instances of non-compliance identified by CFIA inspections were

Compliance Rate

Target Result
none* 87%

=99 % 99%

=98 % 97%

=99 % 98%

=299 % Not available***
=99 % 86%

confirm that they have taken steps to correct any
problems identified by the inspectors.

The results of CFIA monitoring inspections indicate

a high level of compliance in the registered sector in
2005-06 (see Table 2.3.1a.2). These compliance rates
are sufficient to provide assurance that the risks to food
safety in the registered sector are well managed and
that, as a result, the food it produces is safe.

ture and food processing and distribution sectors, some 'E:’)) As the data show, the target for federally-registered

degree of non-compliance is inevitable. The Agency
therefore focuses its inspection work on systems,
processes and facilities that have the most direct effect
on the safety of the product. The CFIA’s working
assumption is that as industry improves compliance,
food safety risks will diminish.

When CFIA inspectors detect non-compliance, they
require the processing establishment to correct any
deficiencies. Serious deficiencies are corrected on a
priority basis. In some cases, production is stopped
and products are recalled from the marketplace. Non-
compliant facilities are subject to re-inspection to

establishment compliance was met in the fish and
seafood program, the processed product program and
the shell egg programs.8 The high rate of compliance
post-corrective action in the monitoring of domestic fish
and seafood establishments demonstrates the ability of
non-compliant facilities to collaborate with the Agency
to implement acceptable corrective actions, which

result in domestic products that meet health and safety
standards. In addition to the public health benefits, this
high compliance rate also results in economic benefits for
Canadians, in terms of market access for these products.?

8 For all targets presented in this report, results within +/-1% of the target are considered “met.”
9 For more information on exports of Canadians products, please refer to Section 2.3.2d — Certifying exports.

IL
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As of December 2005, the meat slaughter and processing
industry has moved to a new food safety control system
(Hazard Analysis Critical Control Point system or
HACCP), and the Agency has begun to adjust its inspec-
tion activities accordingly. Under the new inspection
system, which is more demanding on operators than
previous inspection systems, industry identifies specific
hazards and measures for their control to ensure the
safety of food. CFIA inspectors evaluate industry compli-
ance to regulatory requirements through audits, inspec-
tions and sampling. As anticipated, there has been a
lower rate of compliance during this transitional phase
as industry adjusts to the more demanding system. This
change is a significant one and the industry’s efforts to
adapt to HACCP must be matched by the CFIA’s work
to promote compliance. A concerted effort is underway
involving CFIA inspection staff and industry manage-
ment to improve the rate of compliance during this
transitional phase. Meanwhile, the safety of domestic
meat products is not compromised, as CFIA inspection
presence continues and where non-compliance is
identified, appropriate enforcement actions to improve
compliance have been initiated. It is expected that all
federally-registered meat establishments will be in
compliance with the new system within the next
reporting period. The CFIA will undertake proceedings
to cancel the license of establishments unable to
demonstrate satisfactory compliance.

Special Initiative: National Food Safety Strategy

The CFIA and Health Canada, in collaboration
with the PHAC, AAFC and in consultation with the
provinces and territories, are exploring a national
strategy for food safety. In 2005-06, the focus

was on public health performance outcomes

and performance targets with respect to chemical
and microbiological hazards and for nutritional
safety of food. Expert panels that include repre-
sentatives from the CFIA, Health Canada and the
PHAC and from Alberta and Ontario have been
established to develop specific performance targets
for this initiative.

The dairy program has also introduced new control
standards and inspection approaches which have
resulted in an overall reduction of compliance for the
2005-06 year. The compliance rate for this program was
therefore lower in this transitional year, as the industry
adjusts to the more comprehensive controls. The target
for this program will be re-defined in the future to reflect
the new inspection approach. As in the case of the meat
program, efforts are underway to improve the compli-
ance rate. However, in both cases, the compliance rate
reflects a change in inspection standards and approaches
as opposed to a deterioration of industry performance.

The ultimate measure of food safety is the occurrence
of foodborne illness in the general population. At this
point, this data is not available. The CFIA is currently
working with Health Canada, the PHAC and other
partners on strategies to collect and analyze statistics
on foodborne illness. Once collected, the data will
provide the Agency, and thus the public, with a better
means of assessing the effectiveness of its programs.

PRODUCT TESTING

In addition to inspecting food processing establishments,
the Agency promotes the safety of food products by test-
ing regulated commodities to confirm that they comply
with applicable laws and regulations. This testing assists
in verifying that domestic and imported food products
do not pose a significant risk to the health of Canadians.

Health Canada establishes regulations under the Food
and Drugs Act and policies related to chemical residues
in foods. These include maximum levels for pesticide
residues, veterinary drug residues and environmental
contaminants in food.

The CFIA’s program for monitoring chemical residues
has monitoring, surveillance and compliance compo-
nents. In the monitoring phase, an unbiased selection
of samples is taken from the normal food supply and

is tested for chemical residues. The Agency uses the
monitoring data to prevent potential health hazards
caused by chronic exposure to contaminants. This is
done by monitoring areas of concern, examining trends
of prevalence and developing effective action plans

to deal with health risks. Health Canada conducts

BED
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re-evaluations for pesticides and other contaminants investigates all violations to promote compliance. The
in the food supply, to verify that standards remain compliance rates that fell short of targets in shell eggs
appropriate or to modify standards where necessary. and honey are examples of this situation. Sampling has
detected extremely low levels of ionophores (additives
Table 2.3.1a.3 illustrates the proportion of domestic used in feeds to prevent parasitic infections) in shell eggs
samples tested in the monitoring phase that comply and chemical residues in honey where maximum residue
with maximum residue levels, as established by limits have not yet been established. The resulting
Heath Canada. compliance rates are therefore not indicative of a signifi-

cant risk to Canadian consumers of these products.

Malachite green is a potential carcinogen that has been
detected in aquacultured fish (i.e., fish cultivated under Special Initiative: Import Control Strategy
controlled conditions). It is used for the chemical con-
trol of fungi, but is not approved for use in Canada.
The CFIA recently developed a method to detect mala-
chite green and its metabolites. In conjunction with

a limit set by Health Canada, the method enables the
Agency to take the regulatory action needed to further
assure the safety of these products.

As a result of varying industry controls and require-
ments in exporting countries, the management

of food safety risks associated with commodities
imported into Canada presents challenges that differ
from those associated with domestically-produced
food. To address these risks, the CFIA, in collabora-
tion with the CBSA, has committed to developing
and implementing an import control strategy to
Every finding of chemical residues in food products is enhance the consistency of import control programs.
evaluated to determine if there is a violation of Canadian
standards and if the violation poses a potential health
risk to consumers. Where maximum levels have not yet
been established by Health Canada for specific chemical
residues in particular foods, any residue found is consid-
ered to be a violation. In many cases, such violations may
not pose an unacceptable health risk, however, the CFIA

In 2005-06, in conjunction with industry, the

CFIA developed a set of “Good Importing Practices”
to provide food importers with clear guidance

on controls to promote the safety and regulatory
compliance of imported food products.

| Table 2.3.1a.3 — Chemical Residue Testing Compliance by Food Program

Compliance
Program Target Result
Meat = 95% 96%
Fish and seafood = 95% 98%
Fresh fruit and vegetables = 95% 99%
Processed products
Processed products = 95% 999%
Honey >95% 94%
Egg
Shell egg >95% 93%
Processed egg = 95% Not available*
Dairy = 95% 99%
* Chemical residue testing is only on shell egg, as these eggs are used in the shell egg market as well as for processing.
Source: National Chemical Residue Monitoring Program (NCRMP) Database, and Laboratory Sample Tracking System (LSTS).
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FOOD SAFETY INVESTIGATIONS PROGRAM

The CFIA draws its mandate for the Food Safety Investiga-
tions Program from the Food and Drugs Act. This program
monitors non-registered products and facilities, i.e., faci-
lities such as food processing establishments that are not
federally-registered, to establish that their production
adheres to the health and safety standards of the Food and
Drugs Act. The Agency monitors commodities (e.g., bottled
water and unpasteurized juice) using a risk-based manage-
ment model, prioritizing compliance activities in areas of
high risk, enforcement actions in areas of low compliance
and gathering intelligence related to contraventions.
Jurisdiction over the non-registered sector is shared
between the federal and provincial governments.

Central to the Food Safety Investigations Program are
scientific committees. These consist of food safety experts
from the CFIA, Health Canada and other government
departments and agencies. These committees evaluate
potential risks to food safety and strategies to assess
those risks are developed on a project-by-project basis.
These assessments take into account complaints from

the public or industry, information relating to recalls or
foodborne illness, and review of the scientific literature.
The committees then identify and prioritize these risks in
terms of their potential implications for food safety and
develop strategies for managing them effectively.

-E::)) The target for this investigation program is to establish

strategies for managing 90% of the high- and medium-
level risks identified by the committees. The Agency fell
slightly short of this target in 2005-06, addressing 88%
of identified projects. Individual projects typically span
several years. Efforts to complete the projects began
during the fiscal year.

In 2005-06, the Agency developed guidance and codes
of practice for non-registered importers and domestic
producers of food products. These efforts were aimed
at providing the non-registered sector with tools for
reducing risk. In future years, the CFIA will conduct
inspections to assess the extent to which the sector has
used the guidance and adopted the codes of practice.

Strategy: Enforcement activities!0

Expected result: Industry complies with federal acts
and regulations

In 2005-06, under the authorities of the Canada
Agricultural Products Act, the Fish Inspection Act, the

Food and Drugs Act, and the Meat Inspection Act, the CFIA
investigated 318 instances of non-compliance. Investiga-
tions from 2005-06 as well as those carried over from
previous reporting periods resulted in 41 convictions
and $95,705 in fines.

The number of enforcement actions carried out is only
a partial indicator for measuring the effectiveness of the
CFIA’s enforcement work. The Agency recognizes that

it is not possible to directly link enforcement to success
in managing food safety risks. The CFIA is currently
implementing quality control systems, such as those
described above for the meat inspection program, for its
inspection systems and is developing additional targets
under this strategy. Results of these measures will be
available in subsequent years’ Performance Reports.

Strategy: Program design/re-design

Expected result: Industry adopts science-based risk
management practices

The “Hazard Analysis Critical Control Point” (HACCP)
approach is a science-based approach to food production
which identifies and assists in the management of food
safety risks in food processing. Over the past number of
years, the CFIA has been working to promote industry
adoption of HACCP-based systems in federally-registered
food establishments.

The fish inspection industry adopted a mandatory
HACCP type approach to process control in 1991. In
addition, the number of federally-registered facilities

with recognized voluntary HACCP systems in place has
increased over the past year. As of March 31, 2006, there
were 52 HACCP-recognized processed product establish-
ments, as well as 18 egg establishments, 67 dairy estab-
lishments and 4 honey establishments. This represents a
minor increase of 1%, of federally-registered facilities with

10 The term “enforcement activity” refers to the actions taken by the Agency through a prosecution or an administrative penalty, where applicable, to
obtain compliance. Those actions include investigations of violations and offences, injunctions, and even prosecutions. For more information please

see www.inspection.gc.ca/english/fssa/labeti/inform/impprae.shtml.
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recognized HACCP systems in place, over the previous
year. The Agency will continue to work to further pro-
mote the implementation of the HACCP approach in the
remaining voluntary sectors to assist with the identifica-
tion of all critical stages that may affect the safety and
quality of food products throughout the process.

The most significant development in this area for
2005-06 is that HACCP became mandatory for all

734 federally-registered meat establishments on
December 31, 200S. In the past year, the Agency has
worked extensively with over 200 meat establishments

The CFIA and its partners aim to ensure that food safety
incidents and emergencies are successfully contained

in a timely and appropriate manner. In particular,

the CFIA works closely with Health Canada to deter-
mine the potential risks to the public. Last year, there
were 4,223 investigations conducted and only 6% of
investigations resulted in a recall.!! In total, in 2005-06,
259 recalls were issued by the CFIA’s emergency response
system. As a result, most investigations determined that
the vast majority of food safety incidents had not put
the public at risk.

for HACCP recognition as of March 31, 2006. In order for -E::)) One of the key measures that the CFIA uses to assess its

a meat establishment to be granted HACCP-recognition,
the establishment must be proven to meet a variety of
conditions outlined by regulation. Further work will be
conducted in 2006-07 to complete this transition to the
HACCP approach by formally recognizing all establish-
ments. It is anticipated that the Agency will grant HACCP-
recognition to all meat establishments by December 2006.

Strategy: Managing food safety incidents
and emergencies

Expected result: Food safety emergencies and
incidents are contained in a timely and effective
manner

Although Canadians have access to an abundance of safe
and high-quality food, problems sometimes occur in the
production, manufacturing and distribution chain that
result in unsafe food in the marketplace. When public
health emergencies occur, the PHAC is the focal point
for federal leadership and accountability, while the CFIA
works in partnership with Health Canada, provincial
public health and food/agriculture inspection agencies
and the food industry to operate an emergency response
system to deal with such events. This response system
can be triggered by a consumer complaint, information
from industry or trading partners, or the results of
inspection and monitoring activities of the CFIA or
provincial food inspection agencies. Potential hazards,
in the form of undeclared allergens, microbiological

or chemical contamination or extraneous material

(such as glass or other inappropriate substances) are
investigated and appropriate emergency actions are
taken to protect consumers.

performance in managing food safety risks is the time
the Agency takes to respond to situations requiring a
Class 1 recall. A Class 1 recall is carried out when there is
a reasonable probability that the use of, or exposure to, a
food product in violation of standards will cause serious
adverse health consequences or death. To determine this,
CFIA’s regulatory partners, in consultation with CFIA
technical experts, will provide the CFIA with a risk
assessment, which the CFIA will use as a basis in devel-
oping a risk management strategy of which one option
could be a Class 1 recall. Once an assessment has been
received that indicates that a Class 1 recall is warranted
and there is a risk to the public, the CFIA will issue

a public warning of the Class 1 recall within 24 hours

of the recall decision, which is CFIA’s standard for the
timeliness. In 2005-06, the Agency met this target 100%
of the time, with 28% of Class 1 recall warnings issued in
less than four hours and a total of 88% of Class 1 recall
warnings issued in less than eight hours.

The time period from an issue identification to public
notification can vary significantly from investigation
to investigation. The time can vary from one day to
many weeks depending on many factors such as the
identification of a specific suspect food and verification
of hazard through inspections, epidemiological investi-
gations, sampling etc.

An example of a very short time interval required for
investigation is when a manufacturer notifies CFIA that
they have manufactured a product with an undeclared
allergen that represents a Class 1 risk. In this instance,
the public is usually notified the same day that the
CFIA is notified by the manufacturer.

11 For further information, see www.inspection.gc.ca/english/corpaffr/recarapp/recaltoce.shtml.
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In other allergen investigations more time could be
required to verify that there is a food safety issue.

An example of an investigation where additional time
is required could be when a consumer complaint of
an anaphylactic reaction has been reported to the CFIA
but the food source is not confirmed. In these cases,
CFIA would need to investigate the consumer, retailer
and manufacturer levels and take samples for testing
as appropriate. These activities may take several days
before a hazard in a product can be identified and

the risk assessed.

After a recall is issued, the CFIA follows up on the
effectiveness of the recall actions. Additional informa-
tion on food recalls (e.g., products recalled) can be found
on the CFIA’s website.12 This information is readily
accessible and updated regularly.

Large-scale food safety emergencies are accidental or
deliberate threats or events that affect the food supply.
These require the Agency to carry out extensive emer-
gency response activities with other departments for
an extended period of time. No large scale emergencies
occurred in 2005-06.

Strategy: Food safety awareness

Expected result: Public is aware of food safety risks

The Agency is involved in a number of public awareness
initiatives to promote food safety. For example, the
CFIA operates an on-line subscription service that sends
updates to over 15,000 subscribers on a variety of key
food allergy concerns. Food recalls and allergy alerts

on the CFIA website were visited 1.2 million times

by Canadian consumers and other interested parties

in 2005-06.

Additionally, the CFIA produces a series of information
brochures on nine priority food allergens, including
peanuts, tree nuts, sesame seeds, milk, eggs, seafood,

soy, wheat and sulphites. Over 220,000 were distributed
through Service Canada sites and industry organizations
in 2005-06 and an additional 69,000 were requested
through 1-800-O-Canada.

Food safety information is also made available at CFIA
and Government of Canada exhibits at fairs, conferences
and other public exhibitions. In 2005-06, food safety
information brochures, posters, colouring books, and
fact sheets were distributed directly into the hands of
Canadians at over 40 public events across the country.

Finally, the CFIA is an active member of the Canadian
Partnership for Consumer Food Safety Education (CPCEFSE),
whose mandate is to work with government, health, food
production and processing, the grocery industry, and food
marketing agencies to raise awareness among Canadians
of the importance of safe food handling practices.
Through such initiatives as its website, media relations,
the educators’ program, the CPCFSE promotes four key
messages: Cook, Chill, Clean and Separate, under the
umbrella of the FightBAC!™ campaign. Working in
partnership with the CPCFSE facilitates a wider and more
targeted distribution of food safety messages to key food
industry markets and to individual Canadians.

Overall, Canadians appear well-informed on food safety
issues and have expressed high levels of confidence

in the food safety system, as delivered by the CFIA and
its many partners. Public opinion research conducted in
November 2005 found that 78% of those polled believed
that the Canadian food safety system was among the best
in the world.13 This was an increase of eight percentage
points over a similar survey conducted in February 2005
(70%),14 but a decrease of 4% over results of public
opinion research conducted in June 2005 (82%).15

The variation in public confidence in Canada'’s food
safety system may be attributable, in part, to the focus
of each survey — while the June 2005 survey was
conducted in the context of Canada’s response to BSE,
the November 2005 research focused on the issue of Al

12 For further information, see www.inspection.gc.ca/english/corpaffr/educ/alerte.shtml.

13 Decima Survey, November 2005; 1,116 interviews, the results are valid within a margin of error of +/- 3.1 percentage points (19 times out of 20).
14 EKOS Survey, February 2005; 1,505 interviews, the results are valid within a margin of error of +/- 2.5 percentage points.

15 Redfern Survey, June 2005; 1,507 interviews, the results are considered accurate to within 2.3% (19 times out of 20).
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2.3.1b Program Sub-Activity: Controlling the
transmission of animal diseases to humans

Recent crises have brought to the forefront the relation-
ship between animal and human health. The CFIA, in
cooperation with its partners, carries out several pro-
grams and activities to help ensure that zoonotic diseases
— i.e., animal diseases that are transmissible to humans,
either through contact or via the food chain — are
controlled in animal populations. The programs focus
on early detection, rapid response and strong domestic
and international coordination.

The key strategies relating to this sub-activity include
disease surveillance, testing activities and control
measures to mitigate the risk to animal — and indirectly
to human — health. Of the $341.5 million the Agency
spent to achieve this Strategic Outcome, approximately
$69 million was devoted to control the transmission of
animal diseases to humans.

Strategy: Disease surveillance and eradication
activities
Expected result: Animal diseases that are

transmissible to humans are controlled within
animal populations

To protect the health of Canadians, it is critical that the
CFIA carry out timely and effective surveillance, detec-
tion, testing and control activities for zoonotic diseases.
When the presence of a reportable disease!¢ is confirmed
in Canada, the Agency minimizes the spread of infection
by implementing disease-specific biosecurity measures,
including quarantines and movement controls.

When eradication activities are necessary, the CFIA
ensures humane destruction and appropriate disposal

of affected animals, thereby minimizing the risk that

other susceptible livestock are exposed to potential
sources of infection. The status of three zoonotic diseases
of particular importance is discussed below.

RABIES

Through its rabies monitoring program, the CFIA tested
5,384 animals suspected of having rabies that had come
into contact with humans. Of these, 115 tested positive
for rabies, which indicated a small increase in positive
results with human contact over the previous year. Each
positive case with human exposure is reported immedi-
ately to the public health authorities, who then imple-
ment treatment. Rabies diagnostic information is used to
enhance surveillance and provides valuable information
for the protection of public health.

AVIAN INFLUENZA (AI)

Wild birds are natural carriers of the avian influenza (AI)
viruses. Most of these viruses circulate in wild bird
populations and have little or no effect on their health.
However, certain strains, although harmless to wild
birds, can mutate into highly-pathogenic forms (i.e.,
forms that can cause illness to humans) when intro-
duced to commercial poultry.

The Asian H5N1 virus is among the highly-pathogenic
Al viruses that can cause serious and often fatal illness in
commercial poultry. This strain has been found in Asia,
Africa and Europe and has been linked to illness and
death in humans who have been in close contact with
infected birds.

Since 2004, Canada has faced two outbreaks of Al in
domestic poultry flocks. Although the highly-pathogenic
Asian H5N1 virus has not yet been detected here, Canada
must work to keep it out of this country and to keep it
from spreading if it does appear. Accordingly, the CFIA

Table 2.3.1b.1 - Financial Resources — Controlling the transmission of animal diseases to humans

Authorities
($ millions)

Planned Spending
($ millions)

63.8 70.2

Source: Salary Management System.

Actual Spending
($ millions)

Proportion of Actual
Agency Spending

69.3 12%

16 Reportable diseases are diseases for which the Health of Animals Act and Regulations require the immediate reporting of the suspicion or presence to
the CFIA. These diseases are usually of significant importance to human or animal health or to the Canadian economy.
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has continuously worked to develop strategies for
responding quickly and decisively when it confirms that
Al — regardless of the strain — is present in domestic
poultry flocks.

In February 2006, the CFIA established a high-level
working group led by a senior veterinarian reporting
directly to the President to guide and oversee the
development and implementation of the Agency’s
Al strategy.

The strategy focused on five areas, as described below.

Import controls. In April 2006, the CFIA announced
stronger controls over imports of live birds from coun-
tries eligible to export birds to Canada. These controls
are consistent with the standards of the OIE and were
developed by the CFIA in consultation with provincial
governments, the Canadian poultry industry and
Canada’s principal trading partners, the US and the
European Union. The enhanced controls will further
reduce the possibility that Al will be imported into
Canada.

Surveillance activities. In partnership with provincial
and university laboratories, the Agency established

a National Avian Influenza Laboratory Network.

The network is designed to provide rapid turnaround
for Al testing, which is critical to detecting the presence
of Al in Canada’s domestic flocks as quickly as possible.

The Agency also contributed to Canada’s 2006 Wild
Bird Survey, which is a joint initiative of the Canadian
Cooperative Wildlife Health Centre, the Government of
Canada (particularly Environment Canada) and provin-
cial and territorial governments. The survey’s purpose

is to better understand the presence and characteristics
of Al viruses in wild birds.

Biosecurity. The CFIA has continued to work with

the poultry industry to promote the adoption of best
practices in biosecurity on the farm. Biosecurity is
recognized as a key preventative measure in reducing
the introduction and spread of an infectious agent into
animal production. These practices relate to protecting
poultry through good hygiene practices and limiting
exposure to external contamination.

Emergency preparedness. The Agency worked with
provincial governments to update the joint Foreign
Animal Disease Emergency Support agreements (FADES)
with respect to Al The plans focus on rapidly detecting
newly-infected flocks, stopping the disease from spread-
ing by destroying birds or controlling their movement,
maintaining surveillance over other flocks at risk of
coming into contact with infected birds and preventing
re-infection by strictly containing infective material
(e.g., carcasses, manure and feed).

International cooperation. The CFIA strongly supports
the global coordinating role of the Food and Agriculture
Organization (FAO) of the United Nations, the World
Health Organization (WHO) and the OIE with respect
to Al In October 2005, Canada hosted an international
meeting of health ministers. A key outcome of this
meeting was that the ministers recognized that control-
ling the disease at its source is the most effective way

of preventing an Al pandemic.

As a result, the Agency began work on several initiatives
relating to animal health. For example, the CFIA worked
with the OIE on developing new guidelines for raising,
handling and transporting animals that are susceptible
to influenza. The Agency was also active internationally
in promoting the adoption of science-based standards
for international trade.

BOVINE SPONGIFORM ENCEPHALOPATHY
(BSE)

Controlling this disease is critical — for animal and
public health, for domestic and international confidence
in the integrity of Canada’s food safety programs and for
the economy. BSE became a reportable disease in 1990
and an active surveillance program for the disease was
implemented in 1992. The provinces, industry, the
universities and private-sector veterinarians have collabo-
rated with the CFIA in surveillance and testing work.

In 2005-06, the Agency carried out a number of activi-
ties under the Enhanced BSE Programs umbrella. Their
common purpose was to strengthen the Government
of Canada’s scientific and policy response to BSE, to
progress detection and the evaluation of the effective-
ness of measures in place and to provide the foundation
for the maintenance of consumer and international
confidence in Canadian animals and animal products.
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In 2005-06, the CFIA devoted much effort to develop-
ing appropriate indicators to track performance, and
to building the systems needed both to collect perfor-
mance information and to report on the results of

its BSE programs.

The Agency’s Enhanced BSE Programs are grouped into
four program areas, as described below.

Surveillance and testing. The CFIA focuses its targeted
testing on cattle with the highest risk of being infected
with BSE and on testing specific tissues from these
animals for the disease. This approach provides an
accurate estimate of the prevalence of BSE in Canadian
cattle and serves to monitor the effectiveness of miti-
gating measures over time. Consistent with the collective
international experience, this approach also increases the
likelihood of detecting any future cases of the disease.

-E::)) In January 2004, the CFIA announced that it would

enhance its BSE surveillance testing to at least

8,000 cattle during the first year and to 30,000 per year
in subsequent years to calculate the prevalence of BSE
in Canadian adult cattle. The level and design of this
enhanced program continues to be in full accordance
with the guidelines recommended by the OIE and
reflects the demographics and distribution of the cattle
population in Canada and those animals defined as
being of highest risk. In 2005, the minimum target

of 30,000 samples was surpassed in early June. From
January 1, 2005 to December 31, 2005, 57,768 samples
were evaluated by a network which includes provincial
and university laboratories. This illustrates the CFIA’s
success in scaling up its surveillance testing program as
well as the high degree of support for the national BSE
surveillance program — from government at all levels,
and from producers, private veterinarians and industry
stakeholders — and the impact of the parallel awareness
and reimbursement programs.

-E:’)) Results of sampling demonstrate that only one case of

BSE was confirmed in 2005-06. This case was identified
in the context of samples submitted to the BSE surveil-
lance program. In this instance, the CFIA conducted a
comprehensive animal and feed investigation, in
accordance with international guidelines, resulting in
the identification and removal of animals determined to
be of equivalent risk. Based on these results, the annual

incidence rate of BSE was determined to be 0.0145 cases
per million animals over two years of age. Based on the
former international standard for country categorization
by the OIE, this level is consistent with a status of
“minimal risk,” a country classification Canada shares
with many trading partners (e.g., the United States of
America and Japan).

Special Initiative: Continued implementation of
Enhanced BSE Programs

In December 2005, Canada adopted a revised BSE
import policy for cattle and bison and their products.
The CFIA is currently developing administrative
procedures and regulatory amendments necessary
for full implementation of this policy. The new BSE
import policy emphasizes both animal and public
health protection by reflecting current scientific
understanding and international standards for BSE.

The Enhanced Tracking and Tracing Program. Tracking
the movement of all cattle in Canada is an essential step
in the control and eradication of animal disease and

in preventing the transmission of animal diseases to
humans. Compulsory tagging of cattle enables the
Agency to trace any given animal and to identify

other animals with which it has come in contact.

-E::)) In 2005-06, the CFIA continued to carry out inspections

at sites such as feedlots, slaughterhouses and auctions to
confirm compliance with the tagging regulations. The
key performance indicator for this activity is the rate of
compliance with tagging requirements. Compliance has
generally remained high. The estimated compliance rate
for individual animals at all site types!” was 99% for
2005-06, exceeding the target of 97%.

In November 2004, the CFIA introduced new regulations
covering the re-tagging of animals. Early in 2005, the
Canadian Cattle Identification Agency introduced new
technology to improve tracking. The CFIA also encour-
aged enhancements to the industry program to capture
birth date information and animal movement. Taken
together, these measures will result in better identifica-
tion, which will make it easier to trace the origin or

path of contacts of any diseased animal.

17 Site types include farms, ranches, auctions, feedlots, federal and provincial slaughterhouses and dead stock.
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Removing “Specified Risk Material” from the food chain.

Specified Risk Material (SRM) is material from particular
tissues (e.g., the brain, spinal cord and small intestine)
that can harbour the BSE agent. SRM is removed from all
animals when they are slaughtered for human consump-
tion. The removal of SRM from the human food supply
is recognized internationally as the most effective food
safety measure protecting human health from exposure
to the agent of BSE. The CFIA conducts monitoring
inspections of all federally-registered establishments to
confirm that SRM has been removed from cattle slaugh-
tered for human consumption. When non-compliance
with these practices is identified, CFIA inspection staff
assess the degree of non-compliance and immediate
corrective action is requested when there is a potential
risk to human health. Failure of the establishment to
provide an adequate response can lead to the suspension
and/or cancellation of the facility’s license to operate. No
carcass potentially contaminated with SRM is approved
for human consumption until the SRM contamination
has been completely eliminated. Through the integrated
implementation of federal and provincial/territorial meat
inspection systems, an equivalent level of protection
with respect to cattle slaughtered in facilities that are not
federally-registered is also achieved.

-E::)) The indicator for the CFIA’s inspections is the compli-

ance rate in federally-registered plants for removing
SRM. A total of 10,031 ratings were completed for three
key tasks related to SRM-removal, of which 97% were
compliant, thus meeting the established target. While
the target includes minor and major deviations, of the
10,031 ratings completed, 99% did not have major
deviations and none of the deviations were critical in
nature, therefore no licenses were suspended or revoked.
In the cases where major deviations occurred, corrective
action plans were implemented immediately. It is
important to note that in cases where deviations are
critical in nature, this would refer to a systemic problem
and would likely result in the suspension of operations
in a plant. Where deviations are noted as major, correc-
tive actions would be implemented, and if then verified
to be effective, the issue would be closed. Minor devia-
tions observed can include procedural or documentation
problems that may neither affect the final product nor
the actual removal of SRM from the food chain.

Re-opening international markets. An important
objective of the Enhanced BSE Programs is to demon-
strate the overall integrity of inspection controls as the
foundation for trading partners to provide market access
to Canadian animals and animal products. Regarding the
foreign markets for cattle, meat, bovine semen, bovine
embryos, and animal products, 66 trading partners have
opened their markets to one or more of these market
sectors since May 2003. This includes regaining full or
partial access to 13 international markets for meat and
nine for live cattle.

Strategy: Emergency responses to disease outbreaks

Expected result: Animal diseases that are
transmissible to humans are controlled within
animal populations

The Agency carried out a lessons learned study in 2005-
06 to analyze and document the results of its response to
two recent outbreaks of Al that occurred in Québec and
British Columbia. This study also included a follow-up
on the implementation of the lessons learned from an
earlier outbreak that occurred in Abbottsford, British
Columbia in early 2004. A similar study reviewed the
Agency’s progress on implementing the 12 recommen-
dations that flowed from the BSE incident in 2003.

As of March 31, 2006, the Agency had made significant
progress in implementing the Al- and BSE-related
recommendations. For further information on this
progress, please refer to the relevant discussions under
Strategy: Disease surveillance and eradication activities.
Due to the fact that many of the recommendations will
continue to be implemented throughout the next fiscal
year, a more detailed discussion on results achieved will
be outlined in the 2006-07 Performance Report.

In summary, in less than one year, the Agency had devel-
oped a structure for responding to emergencies to align
it more closely with the federal and provincial emer-
gency response systems. These initiatives were tested
and proved successful at the field and area level during
the two recent Al emergencies. Approval of the structure
at the national level was pending as of March 31, 2006.
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2.3.2 Strategic Outcome: A fair and effective regulatory regime for food, animals and plants*

‘ Table 2.3.2.1 — Financial Resources

Planned Spending Authorities Actual Spending Proportion of
($ millions) ($ millions) ($ millions) Actual Agency Spending
111.3 128.8 82.4 14%

Source: SATURN.

‘ Table 2.3.1.2 — Human Resources

Planned Authorities Actual Proportion of
(FTEs) (FTEs) (FTEs) Actual Agency FTEs
1,323 1,319 832 15%

Source: Salary Management System.

Financial Resources Human Resources

Program Activity

Science and Regulation

Promoting science-based Maintaining an effective Protecting consumers Certifying exports
regulation regulatory framework and the marketplace
from unfair practices

Program
Sub-Activity

e Set and enforce
standards for food
labelling

Strategies

e Developing science-
based international
NEREICN

¢ Develop and update
legislation and
regulations

e Conduct export
certification activities
for food, animals,
plants and their
products

* Developing national
science-based
NERCEN

e Target high-risk
products

¢ Enforcement activities

e Verify compliance with
the Seeds Act

e Grant plant breeders’

rights
v

A 4 v v

Expected Results * Agency contributes e Transparent, rules- * Deceptive and unfair ¢ Other governments’
to the development based and science- market practices are import requirements
and implementation based domestic deterred are met
of international regulatory framework
rules, standards is maintained

and agreements
through international
negotiations

Agency applies sound
and current science
to the development
of national standards,
methods and
procedures

Strategic . . . .
A fair and effective regulatory regime for food, animals and plants

* (unaudited) — Data for this strategic outcome generally came from manual information management systems. While a quality assurance process is
used to validate this information, at present a lower level of assurance can be placed on information from manual sources.
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of a fair and effective regulatory regime.

-E::)) Results achieved: In 2005-06, the Agency met five of the seven performance targets established under this Strategic Outcome,
while continuously improving in the area where needed improvements were identified. This achievement, combined with the CFIA’s
non-targeted performance, such as collaborating with its various partners to develop effective standards, methods and procedures and
enforcing fair labelling practices, has assisted the CFIA in meeting its expected results. Therefore, the Agency has supported the delivery

A fair and effective regulatory regime for food safety,
animal health and plant protection is critical to consumer
confidence and to Canada’s economy. It contributes to

a competitive marketplace and protects consumers from
unfair practices. It also helps to facilitate the access of
Canadian products to foreign markets, thereby maintain-
ing or expanding growth in international trade. As the
primary federal regulator of food, animals, plants and
related products, the CFIA is committed to promoting

a regulatory regime that is fair and effective.

The activities related to achieving this Strategic
Outcome support all legislation for which the CFIA has
responsibility. They contribute to strong international
science-based regulations and are designed to mitigate
the risks associated with failing to maintain and update
the domestic legislative framework. By international
convention, certification of quality, safety and other
related standards by a national-level competent public
authority (e.g., CFIA) is mandatory prior to export for
many commodities (for fish, meat, live animals, plant
products, etc.). The Agency works collaboratively with
Health Canada, the Department of Foreign Affairs and
International Trade Canada, among others, to achieve
this strategic outcome. The CFIA is currently developing
a new strategic outcome that will better assist in reflect-
ing the CFIA’s achievements through the implementa-
tion of the program sub-activities protecting consumers
and the marketplace from unfair practices and certifying
exports. This advancement will ensure better alignment,
which will enhance internal and external monitoring
and reporting for the CFIA.

The Agency spent approximately 14% of its budget on
achieving this Strategic Outcome in 2005-06.

2.3.2a Program Sub-Activity: Promoting
science-based regulation

The strategies related to this sub-activity include
developing international rules and standards as well

as developing science-based standards, operational
methods and procedures. These strategies are critical

to expanding Canada’s access to global markets by
influencing standard-setting organizations responsible
for developing international standards related to food
safety and consumer protection, animal health and
plant protection. In addition, these strategies are directly
linked to the government’s priorities of public health,
economic growth, environmental protection and
public security. Of the $82.4 million the Agency

spent to achieve this Strategic Outcome, approximately
$13 million was devoted to promoting science-based
regulation.

Strategy: Developing science-based international
standards

Expected result: The Agency contributes to the
development and implementation of international
rules, standards and agreements through
international negotiations

Canadians benefit from safe food, healthy plants and
animals and a protected environment, achieved through
science-based rules applied in a predictable, transparent
and non-discriminatory manner. Remaining at the
forefront of scientific developments and advancing
sound, science-based decisions and policies at the

global level requires the CFIA to work with a number

of international partners, both bilaterally (in partnership
with Foreign Affairs and International Trade Canada)
and multilaterally. In 2005-06, the CFIA made progress
on a number of bilateral issues and made significant
contributions to the development of international rules
and standards through multilateral negotiations with

a number of scientific and regulatory organizations,
some of which are highlighted here.
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Table 2.3.2a.1 — Financial Resources — Promoting science-based regulation

Authorities
($ millions)

Planned Spending
($ millions)

47.6 20.6

Source: SATURN.

World Organisation for Animal Health (OIE). The OIE
is an organization whose main objectives are to ensure
transparency in the global status of animal disease

and zoonotics and, through a number of activities, to
safeguard world trade by publishing health standards for
international trade in animals and animal products. As a
member country, Canada has access to early notification
of animal disease outbreaks that may affect trade as well
as access to OIE standard-setting processes, in which
Canada is a key player. Canadian experts, as members

of OIE ad hoc groups, have helped set standards in areas
such as epidemiology.

International Plant Protection Convention (IPPC).
The IPPC is an international treaty to secure action to
prevent the introduction and spread of pests of plants
and plant products and to promote appropriate measures
for their control. Canada holds a vice-chair position
and has participated in seven expert working groups.
Through its involvement with the IPPC, Canada has
contributed to the development of international stan-
dards, such as guidelines for the determination and
recognition of the equivalence of measures relating
to the health of plants and plant material.

North American Plant Protection Organization
(NAPPO). NAPPO provides a continental approach
to plant protection by affording a means of sharing
information and furthering common goals in plant
health activities. Canada holds an executive position
and has participated in 17 technical panels and

five technical advisory groups. Canada leads the
development of an international standard on plants
for planting leading to quality control systems for
import and domestic production of plants and
plant parts.

IL

Actual Spending
(3 millions)

Proportion of
Actual Agency Spending

13.2 2%

Organisation for Economic Cooperation and Develop-
ment (OECD) Seed Scheme. The OECD schemes for the
varietal certification of seed being traded internationally
promote the use of agricultural seed of consistently
high quality. Certified seeds are produced and officially
controlled according to common harmonised procedures
in participating countries. Canada has been the chair

of the OECD seed schemes for the past two years and
contributes to the development of international stan-
dards and programs, such as standards for oilseed rape,
more commonly known as canola.

Codex Alimentarius Commission. Codex is an interna-
tional standard-setting organization whose mandate is to
develop food standards to protect the health of consum-
ers and to facilitate fair practices in international food
trade. Codex standards, codes of practice and guidelines
serve as the World Trade Organization (WTO) reference
point for food safety. Along with Health Canada, the
CFIA co-leads the interdepartmental process and the
Canadian delegations for Codex committees. Canada
also serves as the Chair of the Codex Committee on
Food Labelling. Through its participation in Codex,

the Agency influences the development of international
guidelines and standards to reflect Canadian objectives
for safe food and fair market practices. CFIA’s involve-
ment in Codex helps ensure that standards adopted
internationally are based on sound science and result

in a fair and effective international regulatory framework
for food.
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Strategy: Developing national science-based
standards

Expected result: The Agency applies sound and
current science to the development of national
standards, operational methods and procedures

In 2005-06, the CFIA developed, implemented and
improved a number of different science-based opera-
tional methods, primarily in the areas of food safety
and nutrition. These methods included an expanded
suite of tests for allergens and an expanded scope of
residue testing (e.g., for veterinary drugs). The informa-
tion generated by these tests is used to set guidelines
for, and to defend the rejection of, domestic and
imported products.

For example, CFIA microbiology laboratories conducted
a number of studies, obtained necessary validation

data and subsequently began implementing automated
screening tests for the detection of foodborne pathogens.
The objective is to reduce the reporting time for the
detection of pathogens in food in order to enhance

the Agency’s ability to protect the health of Canadians,
especially with respect to disease outbreaks and potential
threats to public security.

When developing standards, operational methods and
procedures, the CFIA leads and participates in various
collaborative sessions aimed at knowledge-sharing.

By strengthening partnerships with academia, national
and international organizations and governments
through enhanced communication and collaboration,
the Agency can better meet its mandate of science-based
regulations.

In certain circumstances, impediments prevent the most
effective collaboration between parties. By identifying
and eliminating these barriers, collaborations will be
allowed to take place more efficiently. This will permit
the gradual movement from knowledge-sharing to
knowledge-exploitation. Creating this favourable
environment will help give Canada the competitive
edge it needs to build a world-class, integrated national
science system and to continuously improve quality

of life for its citizens.

2.3.2b Program Sub-Activity: Maintaining an
effective regulatory framework

The key strategies related to this sub-activity include
the development of regulations. Of the $82.4 million
the Agency spent to achieve this Strategic Outcome,
$19 million was devoted to promoting science-based
regulation.

Strategy: Develop and update legislation and
regulations

Expected result: Transparent, rules-based and
science-based domestic regulatory framework is
maintained

LEGISLATIVE INITIATIVES

There were no legislative initiatives passed this
fiscal year.

REGULATORY INITIATIVES

More than 60 proposed regulatory packages, spanning

all programs, were under development in 2005-06.
Examples include the development of regulations for
organic products and amendments to the hatchery,

egg and honey regulations. Major regulatory initiatives
undertaken by the CFIA are listed in Table 8 of

Section 3.3.1 Reporting on Parliamentary Appropriations.

The CFIA also made progress toward developing a
regulatory strategy. A comprehensive review of the
Agency’s strengths and weaknesses was conducted in
relation to the development of a regulatory policy.

This review included holding focus group sessions

with participation from all Agency branches as well as
interviews with key stakeholders. In response to the
findings, the CFIA is undertaking a series of initiatives
designed to respond specifically to the study’s recom-
mendations, including a focused effort to strengthen
policy capacity and to adopt a more proactive approach
to regulation development. More specifically, the CFIA
will implement a new issue identification and streamlin-
ing process which will include a thorough assessment of
instrument options and early and ongoing consultation
with stakeholders and partners.
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Table 2.3.2b.1 — Financial Resources — Maintaining an effective regulatory framework

Planned Spending Authorities
($ millions) ($ millions)
6.3 29.6

Source: SATURN.

The following regulations developed by the CFIA
were promulgated during 2005-06:

o  Weed Seeds Order, 2005
e Plum Pox Virus Compensation Regulations, 2004

e Certain Ruminants and Their Products Importation
Prohibition Regulations

Regulations amending the:

Introduced Forest Pest Compensation Regulations
Plum Pox Virus Compensation Regulations
Health of Animals Regulations (Cattle ID)

Agriculture and Agri-Food Administrative Monetary
Penalties

Health of Animals Regulations
Meat Inspection Regulations, 1990

Compensation for Certain Birds Destroyed in British
Columbia (AI) Regulations

|34—

Actual Spending Proportion of
(3 millions) Actual Agency Spending
19.0 3%

In addition, the Agency has also made progress toward
modernizing and strengthening its own internal pro-
cesses for developing policy and legislation specific to its
mandated activities in food safety and plant and animal
health. Ultimately, these improvements will result in
fairer, more efficient and responsive regulatory activities.

Special Initiative: Government of Canada’s Smart
Regulation Strategy

As one of Canada’s largest regulatory agencies, the
CFIA has a significant role to play in the federal
government’s Smart Regulation Strategy. The objec-
tive of this government-wide initiative is to develop
a new approach to regulation that will better serve
the needs of all Canadians — including the general
public and all parties subject to regulation.

For 2005-06, the CFIA continued to provide input
on the government’s efforts to develop this new
regulatory approach. More specifically, the Agency
took the lead role in three pilot projects which feed
into the wider Smart Regulation Strategy. These
projects involved working with partners in industry
and departments at the provincial and federal levels
and focused on fair and ethical trading with respect
to fruits and vegetables and on regulation relating
to seeds, fertilizers and supplements.
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2.3.2c Program Sub-Activity: Protecting
consumers and the marketplace
from unfair practices

Under this sub-activity, the CFIA carries out various
strategies that are intended to deter deceptive and

unfair market practices. These activities include enforcing
standards relating to labelling composition, net quantity
and advertising and how information is presented on the
labels of food products. They also extend to promoting
compliance with the Seeds Act, granting plant breeders’
rights and administering licensing and resolving disputes
between buyers and sellers of fresh fruits and vegetables.
Of the $82.4 million the Agency spent to achieve this
Strategic Outcome, approximately $18 million was
devoted to protecting consumers and the marketplace
from unfair practices.

Strategy: Set and enforce standards for food labelling

Expected result: Deceptive and unfair market
practices are deterred

The Fair Labelling Practices Program protects Canadians
from unfair market practices (such as improper weight,
improperly-listed ingredients, inaccurate or misleading
label information and misleading advertising).

Industry is responsible for complying with applicable
regulations. The role of the CFIA is to assess industry
compliance in the marketplace and, where necessary,
take action to enforce the regulations. The Agency’s
compliance and enforcement actions are based on a risk
management model which prioritizes activities in areas
of high risk and low compliance.

In 2005-06, the CFIA’s targeted inspections of deceptive
and unfair market practices identified 9,561 violations.
These occurred in areas such as net quantity, composi-
tion, adulteration, label information, nutrition labelling,
bilingual labelling and misleading claims. Enforcement

actions, such as product seizure or prosecution, were
undertaken, as appropriate to support the outcome
of a fair and effective market.

Strategy: Target high-risk products

Expected result: Deceptive and unfair market
practices are deterred

In addition to its routine compliance and enforcement
efforts, the CFIA carried out a number of risk-based
targeted projects designed to bring about improvements
in specific areas of low compliance. Because targeted
sampling by definition seeks out problem areas, the
resulting compliance rates are not indicative of market-
place compliance in general, but they do indicate that
there is a segment of the industry not fully complying
with the regulations.

One ongoing project focuses on compliance with
compositional standards in ground meat. Levels of
compliance resulting from targeted sampling (e.g.,
inspection of high risk retailers who have a past history
of non-compliance) indicated that of 177 samples, 35
(approximately 20%) of ground meat products tested
contained meat from other animals or contained more
fat than is permitted by standards. Such non-compliant
products do not necessarily pose a food safety risk but
do result in economic losses to consumers and in unfair
competition for industry. To promote improved and
continued industry compliance with the regulations,
the CFIA will continue to require retailers to establish
processing and labelling protocols and will target non-
compliant products through enforcement actions for
repeat offenders.

Another project focused on olive oil. CFIA testing
detected an increase in the adulteration of olive oil
over the previous fiscal years. The rate of compliance in
2005-06 was only 81%, compared with 93% and above
since 2002-03. While these compliance rates are not

Table 2.3.2c.1 — Financial Resources — Protecting consumers and the marketplace from unfair practices

Authorities
($ millions)

Planned Spending
($ millions)

12.7 28.4

Source: SATURN.

Actual Spending
($ millions)

Proportion of
Actual Agency Spending

18.1 3%
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indicative of marketplace compliance in general, they
do indicate that a significant volume of olive oil had
been adulterated with cheaper oils, such as sunflower
oil or canola oil. In 2006-07, the CFIA will analyze olive
oil and foods packed in or said to contain olive oil as an
ingredient and will respond with enforcement actions,
including the prosecution of companies found to be in
violation of regulatory standards.

Strategy: Enforcement activities!s

Expected result: Deceptive and unfair market
practices are deterred

In 2005-06, under the criminal law authorities of the
Consumer Packaging and Labelling Act and of the Food and
Drugs Act, the CFIA investigated 14 instances of major
non-compliance. These investigations, as well as those
carried over from previous reporting periods, resulted

in two convictions and violators were fined a total

of $30,000.

In October 2005, two retailers were fined $15,000
each for replacing labels on meat product packages
with new labels that had more recent packaging dates.
The offences, which occurred in December 2002 and
July 2003 both constituted a violation of the Food
and Drugs Act.

Strategy: Verify compliance with the Seeds Act

Expected result: Deceptive and unfair market
practices are deterred

Under the Seeds Act, the CFIA regulates imported and
domestic seed, certifies seed exports and registers seed
varieties and seed establishments. As well, the CFIA
operates two seed laboratories that provide scientific
advice and test for a number of things, including seed
germination, varietal and mechanical purity and
seedborne diseases. The Agency also works with the
Canadian Seed Institute (CSI) and the Canadian Seed
Growers’ Association (CSGA) to maintain systems

for managing seed quality in Canada. These systems
focus on ensuring that weeds or other plants have not
contaminated the seed, and that what ultimately grows
corresponds with what is in the bag or bulk shipment
and on the label.

In 2005-06, the CSI carried out 205 assessments of seed
establishments, from a total population of 1,241 estab-
lishments, to confirm that they were meeting the
Institute’s quality standards. Results indicate that 72%
of establishments had no major or critical deficiencies.
Where major or critical deficiencies were identified,
97% of the deficiencies were corrected within the time
allotted to do so. In the one critical case reported by the
CSI, where there was a violation of the Seeds Regulations,
CFIA inspectors took immediate action by conducting
detailed inspections of the facilities involved.

CFIA inspectors also conducted marketplace surveillance
for both pedigreed and non-pedigreed seed and

targeted establishments with poor compliance records
(as identified by CSI) as well as those that have been

the subject of complaints from seed buyers.

During the fiscal year, CFIA laboratories conducted
10,699 tests on 10,346 seed samples — testing primarily
for mechanical and varietal purity, germination ability
and disease. This analytical service is central to the
Agency’s seed inspection and enforcement program,
and supports seed exports by issuing international
seed-lot certificates. Sample and test numbers for
2005-06 are similar in total to 2004-05.

-E::)) For 2004-05, testing results from CFIA’s marketplace

monitoring indicated that 92% of pedigreed seed, 86%
of non-pedigreed seed and 99% of imported seed met
standards for quality. 19 Although no target was set for
compliance of imported seed, domestic non-pedigreed
seed met the target of 85% while domestic pedigreed
seed fell short of the target of 95%. The 2004-05 compli-
ance rates for both pedigreed and non-pedigreed seed
decreased from 2003-04, but still fell within expected
ranges based on a ten-year average.

18 The term “enforcement activity” refers to the actions taken by the Agency through a prosecution or an administrative penalty, where applicable,
to obtain compliance. Those actions include investigations of violations and offences, injunctions, and even prosecutions.
19 Due to the nature of the seed industry, the Agency reports on results for the previous seed year (July 1, 2004-June 30, 2005).
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-@ The CSGA certifies all agricultural pedigreed seed crops

except seed potatoes.20 CFIA staff inspect seed crops for
the CSGA. Based on inspection reports, 99% of pedigreed
seed crops met CSGA purity product and process stan-
dards, thus meeting the CFIA target of 99%.

COMPLIANCE INTERVENTIONS

In addition to carrying out CSI audit and verification
activities, CFIA staff took 318 actions in response to
marketplace incidents of non-compliance or complaints.
Actions included issuing 165 education/warning letters,
26 detentions (“stop sale” orders) and 45 refusals of
entry into Canada. The Agency'’s staff also conducted

70 complaint inspections and 12 investigations with

no referrals for prosecution this year in response to
instances of non-compliance. Further review of follow-
up responses to non-compliance issues for seed products
in 2005-06 indicated that 98% of such responses were
addressed appropriately.

Strategy: Grant plant breeders’ rights

Expected result: Deceptive and unfair market
practices are deterred

The intent of plant breeders’ rights legislation is to
stimulate plant breeding in Canada through the protec-
tion of intellectual property rights, to provide Canadian
producers better access to foreign varieties of seed and
to facilitate the protection of Canadian varieties in
other countries.

Table 2.3.2d.1 — Financial Resources — Certifying exports

The CFIA grants exclusive rights to Canadian breeders
for their new varieties. Pursuant to Section 78 of

the Plant Breeders’ Rights Act, the CFIA reports on the
administration of the Act. In 2005, the CFIA received
688 applications for plant breeders’ rights. The Agency
granted rights to 288 plant varieties?! and renewed
1,253 varieties previously approved for grant of rights.
The Agency received $1,018,900 in revenue for its
registration services.

2.3.2d Program Sub-Activity: Certifying exports

Of the $82.4 million the Agency spent to achieve this
Strategic Outcome, approximately $32 million was
devoted to certifying exports. The key strategies relating
to this sub-activity include maintaining good relations
with foreign governments, associations and domestic
industries (as discussed elsewhere in the report) as well as
certifying that certain Canadian exports of food and food
products, along with plants and animals and their related
products, meet the requirements of importing countries.

Strategy: Conduct export certification activities for
food, animals, plants and their products

Expected result: Other governments’ import
requirements are met

The CFIA inspects and certifies regulated commodities
destined for international markets and has used the
proportion of certified products accepted into foreign
countries as a success marker, as the Agency’s sign off
should confirm the adequacy and quality of the product
exported. The certification process plays an important

Authorities
($ millions)

Planned Spending
($ millions)

44.7 50.2

Source: SATURN.

20 For further information, see the CSGA website at www.seedgrowers.ca.

Actual Spending
($ millions)

Proportion of
Actual Agency Spending

32.1 6%

21 Since the application process can span more than one fiscal year, those applications filed but not approved before March 31, 2006 were not all

rejected — they may have been withdrawn or are still awaiting approval.
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| Table 2.3.2d.2 — Certifying Exports

Value of Exports Certified Accepted into Foreign Countries
Traded (2005)
Target Result

Meat $4.76 billion 1,714,446,888 kg = 99% > 99%*
Fish and seafood $3.76 billion 32,800 certificates** =99% > 99%*
Egg (processed) $0.05 billion 626 shipments = 99% > 99%*
Dairy $0.20 billion 2,789 certificates = 99% Not available
Plants and plant products*** $11.94 billion 65,977 certificates none 99%

Less than 1% of these commodities was rejected by importing countries.

Certification is not required for all fish and seafood exports. The amount certified and the amount accepted into foreign countries reflects only exports for

which certification was required.
Excluding trade facilitated by the Seeds Act.

Hokk

Source: World Trade Atlas, Export Certification System, Resource Management System, Regional Quarterly Reports.

role in Canada’s international trade, for CFIA-regulated
exports of food, plants, animals, and associated prod-
ucts, which were valued at $42.3 billion in 2005.

-@ As Table 2.3.2d.2 demonstrates, the CFIA has met its

established target for the meat program and the pro-
cessed egg program. When Canadian products are
rejected by importing countries, it can be due to reasons
other than health and safety violations. For example
60% of meat rejected was caused by a labelling error,

7% because of contamination, 10% because of “miscel-
laneous” reasons (e.g., damaged packaging) and the
remaining rejections were due to reasons including
processing defects and incorrect shipping markings.

IL

Certification of exports in the fresh fruit and vegetable
and processed products programs is not mandatory.

Any certification conducted by the Agency is done as a
service to the industry and is rendered on a cost-recovery
basis. Rejections for these commodities are not currently
tracked, as foreign governments are not required to
notify the Canadian government when products are
rejected at their borders.

While rejection rates are only available for some CFIA-
regulated commodities at this time, the CFIA is making
progress on collecting performance information for this
activity and will continue to report on the data as it
becomes available.
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2.3.3 Strategic Outcome: A sustainable plant and animal resource base*

‘ Table 2.3.3.1 — Financial Resources

Planned Spending

($ millions)
99.7

Source: SATURN.

Authorities
($ millions)

116.1

Actual Spending
($ millions)

139.0

Proportion of
Actual Agency Spending

24%

‘ Table 2.3.3.2 — Human Resources

Planned
(FTEs)

1,180

Source: Salary Management System.

Program Activity

Program
Sub-Activity

Strategies

Expected Results

Authorities
(FTEs)

1,165

Financial Resources

Protecting Canada's crops
and forests

* Inspection activities for plant
imports

 Surveys, movement control and
eradication activities

* Emergency response to new
pests and diseases

e Inspection activities for fertilizers
¢ Enforcement activities

* Entry and domestic spread of
regulated plant diseases and
pests are controlled

* Industry complies with federals
acts and regulations

Actual
(FTEs)

1,224

Animal and Plant Resource Protection

Protecting Canada’s livestock

* Inspection activities for
imported animals and animal
products

* Movement control and
eradication activities

* Inspection activities for feed

* Enforcement activities

* Entry and domestic spread of
regulated animal diseases are
controlled

¢ Industry complies with federals
acts and regulations

Proportion of
Actual Agency FTEs

21%

Human Resources

Assessing agricultural products

o Assess the efficacy and safety of
new agricultural products

* Regulate plants with novel
traits, novel supplements, novel
livestock feeds and veterinary
biologics

e Agricultural products meet
requirements of federal acts
and regulations

Strategic Outcome A sustainable plant and animal resource base

-@ Results achieved: In 2005-06, the CFIA met 7 of the 11 performance targets established under this Strategic Outcome. In the areas
for which an opportunity for improvement was identified, the Agency focused its efforts on continuous improvement. When reflecting
upon the Agency’s non-targeted performance, such as quickly and effectively responding to the detection of new plant pests in Canada,
it is apparent that the Agency has made significant gains in fulfilling the expected results under this Strategic Outcome. The Agency will
continue to work closely with the partners with which it shares these responsibilities and take corrective action where necessary, as the
Agency continues to promote a sustainable plant and animal resource base over the coming years.

(unaudited) — Data for this strategic outcome generally came from manual information management systems. While a quality assurance process is
used to validate this information, at present a lower level of assurance can be placed on information from manual sources.
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Canada’s social and economic well-being is closely linked
to the health of its environment, including plants and
animals. The CFIA contributes to protecting the natural
environment by promoting a sustainable plant and
animal resource base. This aspect of environmental
protection entails protecting Canada’s crops and forests
and its livestock from regulated pests?2 and diseases. It
also includes preventing the introduction of substances
into animal and plant production systems — via animal
feeds, seeds, fertilizers and supplements, etc. — that
could adversely affect human health or the environment.

The mandate for achieving this Strategic Outcome flows
from the following legislation:

e the Plant Protection Act
e the Fertilizers Act
e the Health of Animals Act

e the Feeds Act
e the Seeds Act

To fulfill this Strategic Outcome, the CFIA works cooper-
atively with Agriculture and Agri-Food Canada (AAFC),
Natural Resources Canada (NRCan) including the
Canadian Forest Service (CFS), Environment Canada
(EC) including the Canadian Wildlife Service (CWS),
the Canada Border Services Agency (CBSA), as well as
with other provincial, territorial and municipal partners
and stakeholders.

2.3.3a Program Sub-Activity: Protecting Canada’s
crops and forests

Protecting Canada’s crops and forests contributes to the
environment and the economy. The Agency works with
the federal and provincial government agencies noted
above, industry and other stakeholders to protect these
resources from a list of pests and diseases (e.g., Sudden
Oak Death, Emerald Ash Borer, etc.), the management of
which is the responsibility of the CFIA.

The Canadian Forest Service estimates that approxi-
mately 300 species of tree-feeding insects have entered
North American forests over the last one hundred years
as part of commercial shipments and/or individual
travelers’ effects. Most of these pests and diseases do
not pose a threat to Canada’s natural environment.

The Agency has developed an elaborate detection and
control strategy to identify, assess and control or eradi-
cate those pests and diseases which are deemed harmful
to Canada’s crops and forests.

Central to this strategy is the Agency’s role in keeping
plant diseases and pests from entering Canada. The
CFIA’s prevention efforts are supported by the CBSA,
which enforces the CFIA’s import policies and standards
at Canada’s borders and other points of entry. Within
Canada, the CFIA works to control or eradicate pests.
Keeping Canadian plants and plant products disease-
and pest-free is also critical to ensuring the safety and
quality of Canadian plant resources and to protecting
our export markets. (For more details, see the section
on Export Certification in 2.3.2d.)

Table 2.3.3a.1 — Financial Resources — Protecting Canada’s crops and forests

Authorities
($ millions)

Planned Spending
($ millions)

35.6 48.1

Source: SATURN.

Actual Spending
($ millions)

Proportion of
Actual Agency Spending

57.6 10%

22 A regulated pest is one which Canada has designated as being particularly injurious from a socio-economic perspective and is not present in Canada
or not widely distributed. The CFIA has official programs to control those regulated pests that are present in the country. Canada is working with its

many partners to control the spread of these pests.
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Economic value of trade in plants and plant
products to Canada (2005)

Total imports: $9.365 billion

Total exports: $21.855 billion

Source: World Trade Atlas, Statistics Canada

The stated purpose of the Plant Protection Act is to
prevent pests and diseases injurious to plants from
being imported into Canada, from spreading within

the country and from being exported out of it. The Act
also provides for controlling and eradicating pests and
diseases and for certifying the pest- and disease-free status
of plants and plant material. To encourage reporting of
plant pests, regulations under the Plant Protection Act
allow for compensation to producers for the destruction
of plants and plant products due to a specified regulated
pest or disease. For example, the Agency had paid

$1.8 million in compensation to Ontario producers
who reported the presence of Emerald Ash Borer in their
ash trees. In 2005-06, under these regulations, the CFIA
paid out $4.4 million in compensation.

Strategy: Inspection activities for plant imports

Expected result: Entry and domestic spread of
regulated plant diseases and pests are controlled

The CFIA undertakes a series of activities to mitigate the
risk of imported plant pests and diseases. Importers who
wish to bring plants and plant products into Canada
must first obtain an import permit from the CFIA for
items regulated under the Plant Protection Act. Regulated
commodities are examined by government inspectors to
confirm that they comply with federal acts and regula-
tions before they enter the country. This CFIA program is
delivered by the CBSA, with the help of Agency staff,
when the latter’s expertise is required. In 2005-06,
inspection of regulated plant products imported into
Canada totalled 18,581. These inspections resulted in
1,745 interventions, i.e., treatment orders, detentions,
disposals or refusals of entry for reasons including
improper documentation and the presence of a
regulated plant pest or disease.

Special Initiative: Enhanced risk mitigation in
country of origin

In 2005-06, as a means to increase the effectiveness
of its import program, the CFIA increased its focus
on on-site verifications of certification systems in
the imported plant material’s country of origin. The
purpose of such verifications is to help ensure that
certification systems put in place by foreign coun-
tries are appropriate and stringent enough to gener-
ate a product that meets Canadian standards and is
free from plant pests and diseases.

Two examples of on-site systems verifications which
took place in 2005-06 are verifications of the export
certification systems for Chinese Ya pears and
French grapevines. The CFIA’s verification of the

Ya pear certification system identified deficiencies
in the implementation of the program, which were
addressed by the Chinese government. A follow-up
verification confirmed that requested changes were
sufficiently implemented, resulting in the resump-
tion of trade in this commodity.

A similar review of the French export certification
system was conducted to allow the importation
of grapevines. The existing system was improved
and import conditions were increased before this
product was permitted entry into Canada.

-E})) The Agency’s goal is the prevention of the entry of new

regulated pests and plant diseases into Canada. Although
difficult to achieve, given the nature of plant pests and
diseases and the globalized trade of plant and plant
products, the current target in relation to the goal is the
absence of evidence that any regulated plant pests and
diseases have been detected in this country in the last
fiscal year. In 2005-06, the Agency detected three new
regulated pests, and one whose status was not yet fully
assessed, which had been introduced into Canada,
therefore not fully meeting the established target.

Following the detection of these new regulated pests,
the CFIA responded immediately to determine the
extent of the introduction and put control measures
in place to prevent the spread of these pests.
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Strategy: Surveys, movement control and
eradication activities

Expected result: Entry and domestic spread of
regulated plant diseases and pests are controlled

Depending on the pest or disease, when the Agency
confirms that the pest or disease has been detected in
the country, it responds quickly by investigating the risk
posed to Canada’s plant resource base and by developing
strategies for control and eradication, as appropriate.
The following summarizes the CFIA’s responses to the
four new pests detected in 2005-06.

Various regions of Canada are surveyed routinely to
detect foreign pests and diseases that may have entered
this country, and to define the boundaries of any
infestations. Some pest surveys are conducted in coop-
eration with other agencies. However, CFIA operational
staff is responsible for the survey program, and the
Agency acts as a central repository for all data on
regulated pests and diseases, regardless of which
agencies are involved in carrying out the survey.

Pest surveys allow Canada to validate its claims of pest-
and disease-free status for certain areas, to detect any
new pests, and to establish quarantine restricted zones
to limit their spread. These surveys are also central to
control and eradication programs.

-E})) In 2005-06, the CFIA surveyed sites across Canada

for the presence of specific insects, fungi, viruses and
parasites. The Agency'’s target is to complete 100% of
the surveys planned for the fiscal year. 52 surveys were
planned for 2005-06, yet the Agency actually conducted
a total of 60 pest surveys. All originally planned surveys
were conducted (with one having inconclusive results).
Overall, the Agency'’s efforts focused on Plum Pox Virus
(PPV) and Potato Wart (PW). Surveys for Emerald Ash
Borer (EAB), the Brown Spruce Longhorn Beetle (BSLB)
and the Asian Long-horned Beetle (ALHB) were limited
to quarantine zones or regulated areas.

IL

Chrysodeixis

The Chrysodeixis moth was discovered in two
tomato greenhouses in British Columbia in
December 2005. The Agency placed both green-
houses under regulatory control and steps were
taken to eradicate the insect.

Apple Clearwing Moth

This insect is considered a serious economic pest

in Europe and could become one in this country.
The two orchards where this pest was confirmed in
October 2005 were placed under regulatory con-
trol to prevent the pest from spreading. A national
survey began in the spring of 2006 to determine the
extent to which the Apple Clearwing Moth exists in
Canada. Survey results will be available shortly and
will be reported in 2006-07.

Pyralid Moth

In April 2005, the CFIA confirmed the presence

of this moth in two Ontario greenhouses and in
another in May 200S. This pest was eradicated,

as a result of CFIA control and eradication activi-
ties, while allowing the greenhouses to continue to
operate. Traceback surveys of other “at risk” facilities
showed no further infestation.

European Wood Wasp

This pest appeared in six locations in Southern
Ontario in 2005-06 — its first reported presence in
Canada. As of March 31, 2006, neither the United
States Department of Agriculture (USDA) nor the
CFIA had any regulations in place for controlling
the European Wood Wasp. More work to assess the
risk posed by this pest began in 2005, the results of
which will be reported in 2006-07.

The target for these programs is to keep pests and
diseases from spreading beyond quarantine zones or
restricted areas, with no increase in the size of these
areas due to human activity. The CFIA cannot control
the natural spread of pests and diseases — e.g., spread
caused by wind or the movement of wildlife. However,
the Agency can limit spread resulting from human
activity, including the movement of material such as
logs, firewood or nursery stock from an infected area
to a non-infected area.



Performance Report

-E})) The CFIA has had success in controlling the spread and
eradicating three of the five plant pests and diseases that
were the focus of the Agency in 2005-06, thus meeting
the established target in those three cases. Efforts in
relation to the remaining two pests have not yet resulted

Details on the Agency’s efforts to control and eradicate
these pests and diseases are outlined below.

e Surveys indicate that Potato Wart (PW) did not spread
outside its quarantined area of central Prince Edward

in a decrease in the regulated areas for those pests.

Special Initiative: Development of Invasive Alien
Species Action Plans

Working with Environment Canada (EC), the CFIA
is committed to the development and implementa-
tion of Invasive Alien Species (IAS) Action Plans, to
enhance Canada’s capacity to prevent the entry of
injurious plant pests into the country from abroad.
In 2005-06, the Agency continued its progress
toward the implementation of these action plans,
in particular, the Action Plan for Invasive Alien
Terrestrial Plants and Plant Pests.

In partnership with the Ontario Ministry of Agricul-
ture, Food and Rural Affairs, the CFIA co-chaired a
federal/provincial/territorial working group on IAS
and led the development and implementation of
this action plan, which closely reflects the concerns
and priorities of the CFIA with respect to protecting
Canada’s crops and forests. The implementation of
this action plan requires the combined efforts of a
number of CFIA’s federal, provincial and municipal
partners, including AAFC, which is involved in

the development of IAS management strategies

and NRCan's CFS provides scientific expertise to
minimize the impact of IAS on the biodiversity

and sustainability of Canada’s forests.

Implementation commenced in 2005-06 with the
establishment of a new IAS section within CFIA
which is responsible for the Agency’s component of
the Action Plan for Invasive Alien Terrestrial Plants
and Plant Pests. In addition, strategic investments
were made to enhance the Agency'’s scientific capac-
ity in inspection, identification, surveillance and
pest risk analysis.

Island in 2005-06.

In 2005-06, efforts to control the spread of Asian
Long-horned Beetle (ALHB) have been successful.
Although continued pest-mitigation activities are
required in the Toronto area where it had established
itself, the program to eradicate ALHB shows promise.

The Emerald Ash Borer (EAB) is a devastating pest that
infects ash trees. Unfortunately, EAB has established
itself in Chatham-Kent, Essex, Lambton and Elgin
counties in Southwestern Ontario. Although the CFIA
focused on carrying out expanded surveys to track the
presence of the pest and establish quarantine zones to
control it, the Agency did not achieve the target of no
increase in the size of the regulated areas with respect
to this pest.

In April 2004, the Agency began a seven-year program
(developed with the provinces and industry) to
eradicate Plum Pox Virus (PPV). The program involves
sampling, testing and removing trees where necessary
and has succeeded in suppressing the disease in the
Niagara region of Ontario, and nearly eradicating it

in other parts of the province and in Nova Scotia. For
2005-06, the CFIA met its target, as there was no
increase in the size of the areas regulated for this pest.

In 2005-06, the Agency proposed and implemented
a Brown Spruce Longhorn Beetle (BSLB) management
plan for the Halifax area where the pest had estab-
lished itself, calling for a transition from eradication
to quarantine control management. Survey results
indicate difficulties in achieving eradication within
the regulated area and the Agency continues to
promote the development of additional management
tools and detection methods jointly with the Canadian
Forest Service (CFS) and Natural Resources Canada
(NRCan) for the longer-term management of BSLB.

More detailed reports of each survey, including maps
of survey locations and findings, are posted on the
CFIA’s Plant Pest Surveillance Web page.23

23 For further information, see www.inspection.gc.ca/english/sci/surv/surve.shtml.
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Strategy: Emergency response to new pests and
diseases

Expected result: Entry and domestic spread of
regulated plant diseases and pests are controlled

In March 2004, the USDA notified the CFIA about the
possible introduction of Phytophthora ranorum, into
Canada. Phytophthora ranorum is the pathogen that
causes Sudden Oak Death (SOD) which affects at least
58 types of plants. In response, the CFIA carried out
an emergency survey, in conjunction with provincial
and municipal authorities, to locate suspect imported
material into British Columbia and took steps to eradi-

Strategy: Inspection activities for fertilizers

Expected result: Industry complies with federal acts
and regulations

The Agency verifies that fertilizer and supplement
products either sold in Canada or imported into this
country meet the standards set for them in the Fertilizers
Act and Regulations. These products are also sampled to
test their efficacy and to confirm that product guarantees
are met and that contamination does not exceed set
maximumes.

Bulk-Blend Fertilizer Monitoring

cate the disease at each of the sites where it was detected. -E:’)) The Agency monitors 1,188 bulk-blend fertilizer facilities

More infested sites were identified in 2005-06, and
efforts have focused on eradicating the disease at these

sites and on monitoring for further signs of the disease.

Traditional detection of SOD involved visual
inspection of plant leaves, increasing the risk that
infected plant material could enter into Canada if
it was dormant (i.e., without leaves) at the time of
inspection. In 2005-06, CFIA laboratories validated
a faster, more efficient pre-screening process which
allows for better detection of SOD at production
facilities and retail locations, thus facilitating trade
while protecting Canada’s crops and forests from
this injurious disease.

In June 2004, Chrysanthemum White Rust (CWR)

was found in a single greenhouse in British Columbia.
An action plan was implemented and the disease was
eradicated. In 2005-06, CWR again appeared at two
sites in British Columbia and one in Ontario. The CFIA
activated CWR Eradication Protocol, and subsequently
found no further infestations.

IL

across Canada from which it tests samples of fertilizer
products to confirm label guarantees that levels of
nitrogen, phosphorus and/or potassium fall within
regulatory tolerances for efficacy. The target for this
monitoring program is 95% compliance. In 2005-06,
CFIA inspections found that 82% of samples were

in compliance.

Compliance rates have remained stagnant over the

past five years. In the past, the CFIA has tried various
approaches to improving compliance, such as issuing
warning letters and conducting follow-up inspections

of the blending facilities to improve compliance. The
most recent efforts focused on blending facilities with a
history of non-compliant products in an effort to increase
these facilities’ awareness of the compliance problem and
take further regulatory action if required. The Agency
also consults with the industry on the issue of non-
compliance and possible solutions to the problem.

The CFIA and the fertilizer industry are also working

to increase compliance through the implementation

of a permanent consultative body where issues of this
nature can be discussed and steps taken to correct them.
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Pathogen, Heavy Metal and Pesticide Contamination
Testing

-@ The Agency also tested fertilizer and supplement prod-

ucts for pathogen, heavy metal and pesticide contamina-
tion. These monitoring programs help to ensure the
safety of fertilizer and supplement products for plants,
animals, humans and the environment. The target for
these testing programs is a cumulative compliance rate
of 95%. In 2005-06, CFIA inspections found that 96% of
samples were in compliance, thus meeting the target.

Fertilizer-Pesticide Guarantee Monitoring

Pesticide guarantees in fertilizer-pesticide products are
also monitored by the CFIA for their compliance with
the tolerances set forth in the Fertilizers Regulations.

In 2005-06, the Agency found that only 61% of the
samples tested through monitoring and targeted testing
were in compliance. The majority of non-compliant
samples contained less than the amount of active
pesticide ingredient indicated on the label and, as such,
are considered non-compliant from an efficacy pers-
pective. The CFIA has engaged the Pest Management
Regulatory Agency and the fertilizer pesticide industry
to help re-design the program with a view to rectifying
any underlying problems contributing to the low rate
of compliance prior to the 2007 season.

Strategy: Enforcement activities24

Expected result: Industry complies with federal acts
and regulations

In 2005-06, under the criminal law authorities of
the Plant Protection Act and the Fertilizers Act, the
CFIA investigated 110 instances of non-compliance.
Investigations from 2005-06 as well as those carried
over from previous reporting periods resulted in no
convictions and $2,500 in fines.

2.3.3b Program Sub-Activity: Protecting
Canada’s livestock

The CFIA helps to protect Canada’s animal health status
through two programs: Animal Health (under the
authority of the Health of Animals Act) and Livestock
Feeds (under the authority of the Feeds Act).

Strategy: Inspection activities for imported animals
and animal products

Expected result: Entry and domestic spread of
animal diseases are controlled

Under the Health of Animals Act, anyone having the care
or control of an animal must report the presence or suspi-
cion of a reportable disease to the CFIA. The Reportable
Diseases Regulations?S list these diseases. Under the Act,
the Agency monitors, tests, inspects and orders quaran-
tines so that regulated animal diseases can be prevented,
controlled or eradicated. To encourage early reporting

of suspected diseased animals, the CFIA administers a
compensation program.

The compensation program is designed to encourage
owners to report disease in their herds and flocks at the
earliest signs, thereby preventing or reducing the spread
of disease and assisting owners in rebuilding their herds.
The control of animal disease is a shared responsibility of
the owner, the industry, and the federal government. In
addition to the human and animal health benefits of
reporting disease in farm animals, public confidence in
Canada’s safe food supply is enhanced. Early reporting
and control of any disease outbreak also helps Canada
maintain its excellent international animal health status
which bolsters Canadian exports of animals and animal
products. For example, the Agency had compensated

Table 2.3.3b.1 — Financial Resources — Protecting Canada’s livestock

Authorities
($ millions)

Planned Spending
($ millions)

529 59.4

Source: SATURN.

Actual Spending
(3 millions)

Proportion of
Actual Agency Spending

71.1 12%

24 The term “enforcement activity” refers to the actions taken by the Agency through a prosecution or an administrative penalty, where applicable,
to obtain compliance. Those actions include investigations of violations and offences, injunctions, and even prosecutions.
25 For further information, see laws.justice.gc.ca/en/H-3.3/SOR-91-2/132116.html.
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$2.7 million to owners whose herds were infected with
bovine tuberculosis. In 2005-06, the CFIA paid livestock Strategy: Surveys, movement control and
owners $5.1 million in compensation. eradication activities

Expected result: Entry and domestic spread of

The CFIA reports annually to the World Organisa- negguilies atmiting GitysRees ane gomaolllesl

tion for Animal Health (OIE) on the status of animal

diseases in Canada. The Agency belongs also belongs Despite the best efforts of the CFIA, foreign animal
to the Canadian Animal Health Network (CAHNet), diseases occasionally do enter into Canada. In such
which links partners involved in monitoring animal cases, the Agency focuses on regulated diseases in
diseases within Canada. While the CFIA can provide livestock through control programs designed to prevent
information on all OIE diseases that are reportable or mitigate the effects of disease outbreaks. The target
in Canada, it relies on the provinces and other for these control programs is to have no increase in the
CAHNet partners for information on the remaining proportion of domestic animals with regulated animal
OIE notifiable diseases. diseases found in Canadian herds or flocks.

Import Controls and Risk Evaluations Special Initiative: Development of the National

To control the entry of regulated diseases, the CFIA, Aquatic Animal Health Program

along with its partners, including the CBSA and the
Canadian Wildlife Service (CWS), regulates the entry of
all imported animals and animal products. The Agency
also carries out scientific risk evaluations, which guide
its import policies. The CFIA evaluates the risks relating
to both the commodity being imported and the disease
status of the country from which the product originates.
These evaluations provide objective information to

The National Aquatic Animal Health Program
(NAAHP) is a comprehensive science-based regula-
tory program to protect aquatic animal resources
from infectious diseases that could significantly
impact aquatic animal health, as well as access to
domestic and international markets. Modelled after
the CFIA’s well-established program for terrestrial
animal health, the NAAHP involves surveillance and
disease control activities, diagnostic testing, research
and animal welfare. The program is co-delivered

by the CFIA and the Department of Fisheries and

support regulatory decisions as well as any decisions
to impose import controls against other countries.

Economic value of trade in animals and animal Oceans Canada (DFO), with the CFIA providing
products to Canada (2005) the program authority under the Health of Animals
Total imports: $774 million Act and delivering the operational activities asso-
ciated with the aquacultured sector, while DFO con-
Total exports: $2.45 billion ducts surveillance and monitoring of wild aquatic

animal stocks and delivers and oversees diagnostic
research and science responsibilities associated with
the NAAHP.

Source: World Trade Atlas, Statistics Canada.

-@ The Agency’s target is to keep any new regulated animal
diseases from entering the country. To do so, the CFIA
works in partnership with the CBSA, which is responsi-
ble for carrying out inspections and enforcing CFIA’s
import policies and standards at points of entry into
Canada. Although it is not possible to say with scientific
certainty that the CFIA's and its partners’ controls
(such as surveillance and eradication activities) and risk
evaluations prevented any new disease from entering
Canada, there is no evidence at this time that any new
foreign animal disease entered Canada during the last
fiscal year.

IL

Funding for the program was received in November
200S. A new Aquatic Animal Health Division was
established within the CFIA and program gover-
nance was established with the creation of a steering
committee which involves both the CFIA and DFO,
as well as provincial governments, aboriginal com-
munities, aquaculture and commercial fishing indus-
tries and representatives of the Canadian Veterinary
Medical Association.
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Three examples of CFIA’s ongoing animal disease control
programs are those for Chronic Wasting Disease (CWD),
bovine tuberculosis (TB) and Scrapie. Each of these
diseases has a long incubation period (between one year
and a lifetime for the host animal), which necessitates
constant vigilance and active surveillance programs to
control these diseases and to protect herds.

(The CFIA’s programs for controlling animal diseases that
can be transmitted to humans — e.g., rabies, Al and BSE
— are discussed in Section 2.3.1b.)

Transmissible spongiform encephalopathies (TSEs)
comprise a group of fatal diseases which includes
BSE, Scrapie and CWD. The detection method
currently recognized as the most sensitive is both
time- and labour-intensive. In 2005-06, CFIA sci-
entists investigated the use of an in vitro procedure
to detect small amounts of abnormal prion protein
in the tissues and body fluids of infected animals.
The study established the in vitro procedure is a vast
improvement over the previous method, both in
timeliness and in resource requirements. The new
method can also be used for further research

to bridge knowledge gaps related to TSEs.

Chronic Wasting Disease (CWD)

-E::)) Chronic Wasting Disease (CWD) is a transmissible

spongiform encephalopathy (TSE) that affects deer and
elk. First discovered in Canada in farmed elk, CWD has
since been controlled in farmed elk and deer. Only one
out of 46,937 animals has tested positive for the disease
in the last three years as a result of targeted testing, with
none testing positive in 2005-06. Thus, the target for
this program was met. These data indicate that the
eradication program has controlled the spread of the
disease in farmed animals. However, sampling and
testing programs indicate that CWD is still present in
wild deer and elk. Given CWD's long incubation period,
surveillance and testing of farmed animals will continue
to determine whether or not the disease has spread from
wild to farmed animals.

Bovine Tuberculosis (TB)

-E:’)) Bovine tuberculosis (TB) is a bacterial disease that can

be latent in animals for several years, then re-emerge to
cause disease. For that reason, years of careful surveil-
lance by veterinary inspectors in slaughterhouses is
required before a country can declare itself free of this

disease. This year, there was a slight increase in the
proportion of bovine TB-infected animals in Canada,
as eight cases of the disease were confirmed through
monitoring at routine slaughter inspection in Southern
Ontario. Surveillance determined that there were two
farms exposed to bovine TB-infected animals and both
were depopulated. However, most of Canada is consid-
ered free of bovine TB by international standards and
the occasional finding is expected in the last stages of
the eradication process. It is important to note that none
of the infected carcasses entered the food chain and
there was no risk to human health.

Scrapie

-E::)) Scrapie is a TSE (see box opposite) that affects sheep

and goats. The CFIA’s control program requires that all
animals exposed to the disease must be destroyed and
prevented from entering the food chain. In 2005, the
CFIA identified and destroyed 1,217 animals from four
different flocks due to scrapie, up from 441 animals
destroyed from a single flock in 2004. While more
scrapie-infected animals than expected were identified,
the increase in the number of incidences of the disease
from 2004 was expected, as the CFIA recently undertook
active surveillance for the disease, which will continue.

Strategy: Inspection activities for (livestock) feed

Expected result: Industry complies with federal acts
and regulations

Key program associated with the priority of protecting
Canada’s livestock is related to monitoring the feed
industry’s compliance with federal acts and regulations.

Under the authority of the federal Feeds Act and the
Health of Animals Act and their respective regulations,
the CFIA administers a national livestock feed program
to confirm that livestock feeds — either manufactured
and sold in Canada or imported into this country —
are safe, effective and labelled appropriately. Effective
feeds contribute to producing and maintaining healthy
livestock.

The CFIA carries out inspections of feed mills, rendering
facilities and on farm feed mixers to assess the extent to
which feed products are in compliance with federal
regulations. Feed product tests are conducted through
various inspection programs, including the traditional
feed inspection system (which analyzes feed products for
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Table 2.3.3b.2 — Compliance on a facility-by-facility basis

Target
Feed Mills
Percentage of mills that are compliant = 95%
(without major deviations)*
Feed Renderer
Percentage of feed renderers that are =93%

compliant (without major deviations)

*Major deviations include situations where there is a lack of required procedures, a use of inappropriate procedures, a lack of records, or inaccurate product
labelling which may give rise to the potential exposure of ruminants to prohibited animal proteins.

Source: Multi-Commodity Activities Program.

chemical contamination, drug residue, heavy metals and
salmonella), testing of guidelines controlling the con-
sumption and production of medicated feed, and inspec-
tion related to controlling the feeding of mammalian
proteins to ruminant animals (i.e., the 1997 Feed Ban).

Traditional Inspections

In 2005-06, traditional inspections found that 93%

of the feed products tested complied with applicable
regulations. Instances of non-compliance were addressed
with follow-up activities.

Medicated Feeds

Inspections of medicated feeds found that 80% of
products tested complied with the guidelines. This is
consistent with the historical average of 79% compli-
ance. Compliance with the medicated feed guidelines is
generally lower than with traditional inspections because
the nature of medicated feeds requires that they be
tested against newly introduced voluntary guidelines
(not regulatory requirements). Non-compliance for
medicated feeds can represent either a major or a minor
issue. Non-compliance with the medicated feed guide-
lines does not automatically constitute an immediate
or direct risk to animal or human health and safety.
However, all instances of non-compliance are addressed
through follow-up activities, and major variances from
the standards are dealt with on a priority basis.

Feed Ban Inspections

In 1997, as part of a series of preventative measures
to mitigate the spread of BSE in the Canadian herd,
regulations were introduced for the rendering, feed

Compliance Rate

96%

93%

production and distribution sectors. Referred to as the
“Feed Ban,” — these regulations prohibit feeding most
mammalian proteins to ruminant animals, such as
cattle, sheep and goats. The ban requires rendering
facilities,26 feed manufacturers, feed retailers and live-
stock producers to follow and document production and
feeding procedures to prevent the inclusion of prohib-
ited materials (mammalian proteins) in feed and feed
ingredients intended for ruminant animals, such as
cattle sheep and goats.

Ensuring that feed for these animals is free from prohib-
ited mammalian proteins is a critical step in reducing
the risk that new cases of BSE will occur. The CFIA
conducts inspections at commercial and on-farm feed
manufacturers, rendering facilities and retail outlets to
verify compliance with the Health of Animals Regulations,
with respect to the Feed Ban. When instances of non-
compliance are identified, CFIA inspectors set out
timeframes for corrective actions, based on health and
safety considerations, after which they return to verify
that the issue has been appropriately addressed.

In 20035, the CFIA received additional funding to increase
inspection and enforcement activities associated with the
ban and to work toward implementing enhancements to
the existing feed ban proposed by the CFIA in

December 2004. Throughout 2005-06, additional
inspection staff have been recruited, trained and
deployed to augment feed ban-related programs. In
2005-06, the CFIA increased the number of feed inspec-
tion staff from approximately 70 to 185, an increase of

26 Renderers recycle dead animals, fat and meat waste into protein supplements to be fed to pets and livestock, as well as into other products,

such as cosmetics and gelatine.

IL
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115 FTEs. Across the country, 85 feed mills were sub-
jected to two inspections during the fiscal year as a result
of availability of additional inspection resources. Addi-
tionally, the CFIA is in the process of developing a
documented training and assessment program for
inspection and licensing activities related to facility
inspections for operational staff.

Industry compliance with these regulations in relation to
the targets set by the CFIA is presented in Table 2.3.3b.2
above. Compliance rates for inspections performed at
commercial feed mills and rendering establishments are
reported because these facilities represent a higher risk

in terms of potential contamination of non-prohibited
material or ruminant feed with contaminated material.

-@ The 2005-06 feed ban compliance data shows high
levels of compliance. Targets were met for both the
feed mill and rendering industries. The additional
resources, training and efforts invested during the past
year, coupled with experience gained from BSE case
investigations, will enhance CFIA’s oversight of feed
manufacturing facilities in Canada, which will assist in
reducing the risk related to transmission through the
animal feed chain.

Strategy: Enforcement activities2”

Expected result: Industry complies with federal acts
and regulations

In 2005-06, under the criminal law authorities of the
Health of Animals Act and the Feeds Act, the CFIA investi-
gated 875 instances of non-compliance. Investigations
from 2005-06 as well as those carried over from previous
reporting periods resulted in one conviction and $90,000
in fines.

2.3.3c Program Sub-Activity: Assessing
agricultural products

This sub-activity focuses on assessing and approving new
agricultural products to determine whether or not they
meet standards set by federal acts and regulations.

Strategy: Assess the efficacy and safety of new
agricultural products

Expected result: Agricultural products meet the
requirements of federal acts and regulations

The CFIA assesses and approves new feeds, fertilizers and
supplements. The CFIA also monitors the release of
proposed new products for research purposes.

Feeds

The Feeds Act and Regulations require pre-market
approval of all new ingredients in livestock feeds and
registration of specialty mixed feeds. In the case of both
fertilizers and feeds, products are approved only if the
review has determined that they pose minimal risk of
adversely affecting the environment, animals, plants or
humans. In 2005-06, the CFIA received and completed
reviews of 466 submissions requesting approval for new
products. Of these, 430 (92%) met legislative require-
ments and were approved. It should be noted that this is
not a reflection of the Agency’s performance, but that of
the applicants. No data are available on the effectiveness
and results relating to post-licensing activities.

Fertilizer-Supplements

-@ The CFIA samples biotechnology-derived fertilizer-

supplement products from both retail and manufactur-
ing outlets to help ensure that the products have the
appropriate amount of viable cells in accordance with
the guarantee. The Agency’s target for compliance is

Table 2.3.3c.1 — Financial Resources — Assessing agricultural products

Authorities
($ millions)

Planned Spending
($ millions)

Actual Spending
($ millions)

Proportion of
Actual Agency Spending

11.2 8.6 10.3 2%

Source: SATURN.

27 The term “enforcement activity” refers to the actions taken by the Agency through a prosecution or an administrative penalty, where applicable,
to obtain compliance. Those actions include investigations of violations and offences, injunctions, and even prosecutions.
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95%. In 2005-06, the compliance rate for fertilizer-
supplement products of biotechnology was 92%. The
CFIA is engaged in a pilot project which has resulted in
the creation of a permanent consultative body known as
the Canadian Fertilizer Products Forum (CFPF). With the
creation of the CFPF, the Agency will be better able to
work with industry to promote improved compliance.

Strategy: Regulate plants with novel traits, novel
supplements, novel livestock feeds and veterinary
biologics

Expected result: Agricultural products meet the
requirements of federal acts and regulations

Products created using biotechnology include feeds,
fertilizer-supplements and products designed to diag-
nose, prevent or treat animal diseases (veterinary
biologics) as well as plants and seeds with “novel” traits.
Novel traits are traits that result from various plant-
breeding techniques such as genetic engineering, the
production of mutations or conventional cross-breeding.
With respect to products of biotechnology, the CFIA is
engaged in inspection, testing and monitoring, verifica-
tion, compliance and enforcement activities.

Approval of Plants With Novel Traits (PNTs) and
Inspection of Confined Field Trials

-E::)) The CFIA is responsible for regulating plants with novel

traits (PNTs) that are imported or released into the natural
environment. The confined field trial programs allows
PNT developers to conduct research on their products and
to determine how they behave in the environment, while
allowing the CFIA to establish that the material is being
adequately controlled and confined. The CFIA sets specific
terms and conditions for conducting these trials. The 90%
target compliance rate for monitoring confined field trials
was exceeded in 2005-06, with 94% of trials complying
with CFIA requirements. Compliance problems identified
by the Agency were all addressed and did not pose any
environmental or safety concerns.

IL

In addition to assessing and inspecting confined field
trials of PNTs, the CFIA assessed and approved PNTs
before they could be released into the environment and
subsequently be commercialized and grown in Canada.
In 2005-06, the CFIA approved five new PNTs for
unconfined environmental release, bringing the total
as of March 31, 2006 to 49.

Licensing Veterinary Biologics

The CFIA is responsible for licensing and regulating
veterinary biologics in Canada. These include animal
health products such as vaccines, antibody products
and diagnostic tests. This licensing program is central
to Canada’s national animal health program, which
strives to protect the health of Canadian citizens, their
domestic pets and animals used for food.

To meet Canadian licensing requirements, veterinary
biologics must be shown to be pure, potent, safe and
effective when used in accordance to the manufacturer’s
label recommendations.

No data are available on the effectiveness and results
relating to post-licensing activities such as inspections
of manufacturing plants.

“Veterinary biologics” are products designed to
diagnose, prevent or treat animal diseases in a
variety of animals, including farm animals, house-
hold pets, poultry, and fish, both domestic and
wild. Most biologics leave no chemical residues

in animals, unlike some pharmaceutical products.
Furthermore, most disease organisms do not develop
a resistance to the immune response produced by
a veterinary biologic. In recent years, the animal
health products industry has increasingly been
relying on veterinary biologics to prevent and
diagnose disease.
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Canadian Regulatory System for Biotechnology

Since 2003-04, the CFIA has received $11.1 million
annually to implement the Canadian Regulatory System
for Biotechnology (CRSB), as part of a broader government
initiative. The CRSB aims to develop an efficient, credible
and well-respected regulatory system that safeguards the
health of all Canadians and the environment and that
permits safe and effective products. The CFIA has imple-
mented a comprehensive regulatory program for products
of biotechnology, including PNTs, novel feeds and feed
ingredients and veterinary biologics. This enhanced
regulatory capacity has improved the consistency between
the government’s regulatory requirements and those of
domestic and recognized international standards. Further-
more, a strengthened research capacity has allowed the
CFIA to undertake new scientific studies in relevant areas
such as molecular biology and crop biology.

An improved approach to transparency and a more
comprehensive and consultative framework has provided
Canadians with the ability to provide input into the
regulatory process for food and agricultural products of
biotechnology and to learn about the many roles of the
CFIA in this evolving field.28 Additionally, an extensive
interdepartmental survey and evaluation of the CRSB
program was initiated in 2005-06 to assess the CRSB
fund’s performance and to collect information to support
evidence-based decision-making. Final results will be
reported in 2006-07.

For additional information on CRSB, please refer to the
TBS Canadian Biotechnology Strategy website.29

28 For further information, see www.inspection.gc.ca/english/sci/biotech/offbure.shtml.
29 For further information, see www.tbs-sct.gc.ca/rma/eppi-ibdrp/hrdb-rhbd/cbs-scb/2005-06_e.asp.
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2.3.4 Strategic Outcome: Security from deliberate threats to Canada’s food supply and

agricultural resource base*

‘ Table 2.3.4.1 — Financial Resources

Authorities
($ millions)

Planned Spending
($ millions)

25.6 31.3

Source: SATURN.

Actual Spending
($ millions)

Proportion of
Actual Agency Spending

25.2 4%30

‘ Table 2.3.4.2 — Human Resources

Planned Authorities
(FTEs) (FTEs)
197 197

Source: Salary Management System.

Financial Resources

Program Activity

v

Program Preparing for emergencies

Sub-Activity

Strategies

e Establish effective emergency inter-governmental link
and design, coordinate, conduct and participate in

emergency exercises

Expected
Results

® The Agency is in a state of readiness for an effective
rapid response to emergencies

Strategic
Outcome

Public Security

Actual Proportion of
(FTEs) Actual Agency FTEs
168 3%

Human Resources

v

Enhancing capacity to respond to emergencies

* Enhance laboratory capacity for addressing deliberate
threats to the food supply and animal and plant
resource base

¢ Enhance surveillance and detection capacity

* The Agency’s capacity to respond to emergencies is
enhanced

Security deliberate threats to Canada'’s food supply and agricultural resource base

-@ Results achieved: In 2005-06, the Agency fell short of its performance target established under this Strategic Outcome, the implemen-
tation of the National Emergency Response System (NERS), because its resources were shifted to manage unexpected emergencies that
occurred throughout the year. However, the CFIA was committed to achieving the NERS target by implementing outstanding aspects
of the system in 2006—07. This target was met as of June 2006. Additionally, the CFIA has implemented several initiatives to prepare
for and respond to deliberate threats to Canada’s food supply and agricultural resource base, such as enhancing surveillance and early
detection activities. The Agency is also currently developing additional targets to measure its performance, which will assist in reflecting
a more complete and accurate performance story under this Strategic Outcome in future years.

(unaudited) — Data for this strategic outcome generally came from manual information management systems. While a quality assurance process
is used to validate this information, at present a lower level of assurance can be placed on information from manual sources.
30 The sum of the sub-activities’ proportion of actual Agency spending does not match the proportion of actual Agency spending for the Strategic

Outcome because of rounding to the nearest percentage point.
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The Government of Canada is committed to protecting
Canadians from deliberate threats to their safety.
Chemical and biological threats to humans can occur
through the deliberate contamination of the environ-
ment or of food and water. Threats to Canada’s animal
and plant resource base may occur through the deliber-
ate introduction of significant plant pests or foreign
animal diseases. Under the Emergency Preparedness Act,
the CFIA is mandated to prepare for, and respond to,
emergencies involving food safety, animal health, plant
health and any other situation related to the Agency’s
programs. The CFIA’s emergency preparedness program
focuses on strategies that help the Agency and its
partners reach a state of readiness to promote an effec-
tive and rapid response to food safety, animal or plant
health emergencies, including deliberate threats.

The strategies associated with this Strategic Outcome are
all related to activities carried out under the Government
of Canada’s Public Security and Anti-Terrorism (PSAT)
initiative. PSAT is the framework through which the
CFIA and other federal departments and agencies receive
special funding for activities related to national security.
PSAT activities are part of Canada’s National Security
Policy, which was developed in 2003 in response to the
new security environment triggered by the events of
September 11, 2001.

To achieve this Strategic Outcome, the CFIA works

in collaboration with a number of partners, including
Public Safety and Emergency Preparedness Canada
(PSEPC), the Public Health Agency of Canada (PHAC)
and provincial and territorial governments as well as
municipalities and law enforcement authorities.

The Agency spent approximately 4% of its budget on
achieving this Strategic Outcome in 2005-06.

2.3.4a Program Sub-Activity: Preparing for
emergencies

This section provides information on what the Agency
has done to prepare for emergencies and to refine its
responses to them. However, the true level of prepared-
ness can only be known when an emergency occurs. In
the interim, the CFIA continues to prepare emergency
response plans and participate in or lead emergency
response exercises. These exercises give the Agency the
opportunity to test, assess and refine its approaches,

as necessary.

Of the $25.2 million the Agency spent to achieve this
Strategic Outcome, approximately $4 million was
devoted to preparing for emergencies.3!

Strategy: Establish effective emergency inter-
governmental links and design, coordinate, conduct
and participate in emergency exercises

Expected result: The Agency is in a state of readiness
for an effective, rapid response to emergencies

Responding to an emergency is a complicated process
involving many partners. Launching an effective,
integrated response to agricultural and food safety
emergencies requires that all players involved under-
stand their respective roles and responsibilities, and that
information for making decisions flows quickly among
them. Numerous federal departments, provinces,
territories, municipal authorities as well as the United
States government and others, play key roles in respond-
ing to an emergency. Therefore, effective intergovern-
mental links must be established.

In 2005-06, the CFIA participated in the Trilateral
Cooperation’s new Emergency Preparedness and
Response Working Group, whose purpose is to enhance

Table 2.3.4a.1 — Financial Resources — Preparing for emergencies

Authorities
($ millions)

Planned Spending
($ millions)

1.6 5.5

Source: SATURN.

Actual Spending
($ millions)

Proportion of
Actual Agency Spending

4.4 1%

31 These funds are dedicated to preparing for emergencies and do not reflect the spending for actual emergency response controlling avian influenza,

BSE, etc.
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the ability to respond to emergencies, including those

for food which may affect more than one participating
country (Canada, the United States and Mexico). The
group’s workplan supported the objectives of the Security
and Prosperity Partnership of North America. The Agency
also participated in a number of exercises designed to test
responses to both deliberate threats and animal disease
outbreaks. Three such exercises are highlighted below.

“Food Alert 2006” — This exercise was a Public
Security and Anti-Terrorism (PSAT) exercise for

the CFIA in coordination with federal partners for
food safety emergency management. The exercise
provided the opportunity to test and improve the
Agency’s food safety emergency communications
capacity and to ensure that the Public Affairs
Emergency Communications Action Plan was
coordinated with the Agency’s new emergency
response plan. The After Action Report, which will
record major observations and lessons learned from
this exercise, is currently under development.

“Hot Nosh” — The Canadian Supply Chain Food
Safety Coalition (CSCFSC) Emergency Preparedness
Workshop consisted of an intensive one-day session
of presentations and an exercise that required various
elements of the food supply chain to respond to

a serious terrorist incident. The overall objectives

of the exercise were to raise awareness of the need
for joint responses to emergencies, to familiarize
participants with plans and arrangements, to provide
an understanding of roles and responsibilities and

to address government/media/public interaction.
The analysis of the exercise has been captured in a
final report.

“KT” — This Trilateral Cooperation tabletop

exercise was designed to test communications and
information sharing among Emergency Preparedness
and Response Working Group members in the event
of a food and drug emergency. Both the CFIA and
Health Canada participated on behalf of Canada.
The Working Group will use the exercise feedback

to enhance its trilateral Emergency Alert procedure
and to identify other initiatives it might undertake.

IL

=.)) The Agency’s target for preparing for emergencies is

to have implemented all CFIA-related aspects of Public
Safety and Emergency Preparedness Canada’s National
Emergency Response System (NERS). This was not
completed in 2005-06. While a CFIA Emergency
Response Plan was drafted, its implementation was
delayed due to the redirection of resources necessary
to respond to the BSE and Al emergencies in a timely
and effective manner. However, the CFIA implemented
outstanding aspects of the CFIA Emergency Response
Plan, including the training and exercising associated
with it, in June 2006.

Special Initiative: Foreign Animal Disease
Emergency Support (FADES) agreements with
the provinces and territories

The control and eradication of a foreign animal
disease outbreak requires the joint efforts of CFIA,
AAFC, PSEPC, PHAC and HC, as well as provincial
emergency management and health ministries,
municipal governments, law enforcement authori-
ties, industry associations, and professional and
non-governmental organizations. FADES Plans out-
line the emergency coordination arrangements and
roles of federal and provincial organizations in the
event of a foreign animal disease outbreak. These
plans are intended to ensure that all relevant federal
and provincial bodies and private organizations
understand their respective roles in controlling
and eradicating foreign animal disease when an
outbreak occurs.

The CFIA has developed and delivered the finalized
template for FADES Plans, which are being used to
negotiate specific agreements with the provinces and
territories. Recognizing the varied legislative authori-
ties present across Canada, individual FADES plans
are developed for each province and territory. As of
March 31, 2006, the province of Ontario had signed
its FADES agreement. In 2005-06, British Columbia,
Québec, New Brunswick, Prince Edward Island,

and Newfoundland and Labrador all signed letters

of intent, indicating their commitment to FADES
agreements once finalized.
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2.3.4b Program Sub-Activity: Enhancing capacity
to respond to emergencies

In addition to preparing for emergencies through joint
exercises, the Agency plays a significant role in emer-
gency response to deliberate threats. The CFIA's front-line
investigation and scientific expertise and its considerable,
widely-dispersed laboratory system have enhanced its
capacity for testing for potential contaminants.

Of the $25.2 million the Agency spent to achieve this
Strategic Outcome, approximately $21 million was
devoted to enhancing the CFIA’s capacity to respond
to emergencies.32

Strategy: Enhance laboratory capacity for addressing
deliberate threats to the food supply and animal and
plant resource base

Expected result: The Agency’s capacity to respond to
emergencies is enhanced

In 2005-06, the CFIA continued to expand the capacity
of its laboratories to deal with deliberate threats to the
food supply and to plant and animal resources. Improve-
ments include the enhancement of biosecurity measures
and procedures, greater laboratory capacity and the
enhancement of laboratory infrastructure.

Under PSAT, the CFIA developed guidelines and stan-
dards for the containment of plant and animal patho-
gens. In addition, new and faster test methodologies for
microbial food contaminants were developed. The CFIA
has also worked with federal, provincial and interna-
tional partners to enhance its animal health diagnostic
network. Laboratory emergency response capacity was
enhanced during 2005-06 through funding equipment
and infrastructure upgrades at CFIA laboratories across
the country.

Special Initiative: Implement Chemical,
Biological, Radiological and Nuclear Research
and Technology Initiative projects

The Chemical, Biological, Radiological and Nuclear
(CBRN) Research and Technology Initiative (CRTI)
is a national initiative administered by the Depart-
ment of National Defence (DND). Its key mandate
is to strengthen Canada’s preparedness for, preven-
tion of, and response to a CBRN terrorist attack. An
important activity was to create clusters of federal
and other government laboratories that can help
in responding to a potential terrorist attack.

In 2005-06, Agency officials continued to work

on the CRTI laboratory clusters. The clusters focus
on the joint needs of federal scientific laboratories
and on the operational community with respect to
addressing potential CBRN terrorist attacks. Through
the clusters, representatives from federal depart-
ments and laboratories share their ideas, knowledge,
experience and resources, and discuss challenges
and solutions.

Under CRTI, the Agency also developed rapid,
highly sensitive diagnostic tests for use during emer-
gency responses to outbreaks of high-threat animal
viruses, including AlI, which could be introduced
into this country and transmitted to livestock,
wildlife and, in some cases, to humans. The project,
which began in 2003, was completed in March 2006
and builds capacity in Canada for early detection of
these diseases.

Through its involvement in CRTI-related activities,
the CFIA has strengthened its linkages with emer-
gency response partners and enhanced its readiness
to respond to terrorist attacks.

Table 2.3.4b.1 — Financial Resources — Enhancing capacity to respond to emergencies

Authorities
($ millions)

Planned Spending
($ millions)

24.0 25.8

Source: SATURN.

Actual Spending
($ millions)

Proportion of
Actual Agency Spending

20.8 4%

32 These funds are dedicated to enhancing capacity to respond to emergencies and do not reflect the spending for actual emergency response

controlling avian influenza, BSE, etc.
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Strategy: Enhance surveillance and detection
capacity

Expected result: The Agency’s capacity to respond to
emergencies is enhanced

The PSAT funding for surveillance and early detection
activities supplements the Agency’s regular funding for
monitoring food, animal and plant commodities. For
example, in 2005-06, the CFIA enhanced its capacity
to conduct establishment inspections and expanded
the national livestock identification system.

IL

The Agency has also upgraded its Emergency Operations
Centres in Ottawa, the Atlantic, Québec, Ontario and
Western areas with enhanced technical equipment and
informatics systems to substantially improve its ability
to coordinate national response to emergencies that
affect the Agency’s mandate. To ensure business continu-
ity in the event that the primary National Emergency
Operations Centre becomes incapacitated, or if the

CFIA is required to deal with multiple national-level
emergencies at once, a secondary National Emergency
Operations Centre was constructed at the CFIA’s Ottawa
Laboratory at Fallowfield.
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3. SUPPLEMENTARY INFORMATION

3.1 Organizational Information®

The CFIA is mandated to safeguard Canada’s food supply
and the plants and animals on which safe and high-
quality food depends. To carry out this mandate, the
Agency has almost 5,700 dedicated full-time equivalents
working across Canada to regulate food safety, animal
health and plant protection.

The CFIA is headed by a President, who is the Chief
Executive Officer of the Agency. He supervises and
directs Agency work and staff. The President reports
to the Minister of Agriculture and Agri-Food Canada
(AAFC). An Executive Vice-President supports the
President in his role.

There are two Vice-Presidents (VPs) who are responsible
for the delivery of the Agency’s programs. The VP
Science Branch supports the CFIA’s business objectives
through laboratory science, risk assessment, technology
development and research. The VP Operations is respon-
sible for administering and enforcing the Agency’s
various acts and regulations. A third VP, the VP Pro-
grams, manages program policy and design and supports
the operational delivery of the Agency’s programs.

Two other VPs, three Executive Directors, a Branch
Head and a Chief Veterinary Officer provide policy and
corporate support for the delivery of the Agency’s
mandate. They cover functions such as policy develop-
ment and program design, human resources, corporate
services, emergency preparedness, legal services, parlia-
mentary and regulatory coordination, international
affairs, corporate planning, reporting and accountability,
and public affairs.

* (unaudited)

33 For further information, please see www.tbs-sct.gc.ca/maf-crg/index_e.asp.

3.2 Sound Agency Management*

The Agency’s fifth Strategic Outcome is sound agency
management. Any results related to this Strategic
Outcome support the overall achievement of the
Agency’s mandate. Effective, cost-efficient and risk-
based internal management is key in contributing to
the achievement of all the Agency’s goals. Therefore,
because of the supportive nature of this Strategic
Outcome, a discussion of related activities is presented
separately from the performance information in
Section 2.3 — Performance by Strategic Outcome.

For that same reason, financial and human resources
attributable to sound agency management have been
allocated among the Agency’s other Strategic Outcomes
on a pro-rata basis.

The CFIA is committed to enhancing the effectiveness
and efficiency of federal inspection and related services
for food safety, animal health and plant protection.
For the CFIA, this means a management focus on
effective program delivery, responsible management
and well-managed administration.

These priorities are in line with the Government of
Canada’s Management Accountability Framework
(MAF) initiative, as required by TBS. MAF encourages
management excellence and enhances oversight of
management practices throughout the federal govern-
ment. The framework itself consists of ten intercon-
nected elements critical to management excellence.
Using over 40 indicators, TBS assesses each department
and agency on the implementation of MAF on an
annual basis.33

The TB assessment of the CFIA concluded that the
Agency had generally improved since the previous
assessment. The CFIA was commended for improving
in the areas of risk, capital assets, material management,
real property, evaluation, TB submissions and planning.

Opportunities for improvement were noted in employ-
ment equity, horizontal initiatives and official languages,
performance reporting and information management
and information technology.
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Given the Agency’s status as a separate employer, TBS
does not evaluate the CFIA on some of the indicators in
MAF. However, the CFIA commissioned an independent
assessment of the MAF indicators, including those not
covered by TBS’ review. This assessment determined
that the CFIA had implemented most or all of the MAF
requirements for just over half of the indicators and was
continuously improving in those areas. The Agency’s
focus was drawn to areas for which there was a particular
need for improvement: information and decision
making, policy framework, performance review, project
management and service delivery and user fees.

The CFIA views the ongoing implementation of MAF as
a means to improve management processes so that the
Agency’s core mandate can be delivered in the most
effective and efficient manner possible. The Agency

is committed to meeting the expectations of MAF and
has thus re-aligned its plans and priorities under this
Strategic Outcome accordingly.

Key areas where the CFIA has worked towards sound
agency management are discussed below.

PERFORMANCE INFORMATION

Special initiative: Continued implementation of
the Performance Management Framework

The Performance Management Framework (PMF) is a
data entry, data extracting/warehousing and report-
ing tool that provides information to senior man-
agement on the Key Performance Indicators (KPI)

of the Agency’s core activities and programs.

The existing performance information is currently
being captured and reported on a quarterly basis.

In 2005-06, the CFIA continued to implement its
PMEF by refining its KPIs and expanding the core
activities and programs encompassed by the PMF
database tool. In addition, the performance metrics
of the PMF database tool were realigned with the
MRRS-workplanning tool and overall performance
targets were identified and adopted for many of the
Agency’s regulatory and administrative activities. The
CFIA will continue to develop and define the PMF
tool in 2006-07 and will endeavour to continuously
align data collection and business performance mea-
surement activities, to enhance reporting, decision-
making and overall sound agency management.

IL

Central to the government’s commitment to moderniz-
ing management practices is the promotion of a corpo-
rate and systematic approach to managing risk and its
importance in the decision-making process. To assist

in this, the Agency has identified a need for enhanced
performance management information, which links
planning to reporting on results and which is critical
to overall sound agency management. In recent years,
the CFIA has devoted much effort to strengthening its
ability to measure its performance.

A SUSTAINABLE WORKFORCE

The CFIA recognizes that its success relies on the quality
and ability of its employees and the sustainability of its
workforce. To that end, the Agency strives toward an
enabling work environment, i.e., one in which employ-
ees have the resources (whether tangible or otherwise)
to do their jobs effectively. More specifically, such an
environment is one that, among other things, offers
adequate and timely training, promotes diversity and
ensures that processes and practices are in place to
resolve workplace issues.

The Agency has made progress toward achieving a
representative workforce, i.e., one that reflects the
makeup of Canada’s workforce as a whole, as demon-
strated by Table 3.2.1. The Agency’s representation in
three of the groups (women, aboriginal peoples and
persons with disabilities) has remained stable over the
last year and closely mirrors the Canadian workforce

as a whole. In addition, much progress has been made in
the representation of visible minorities, which increased
by three percentage points over last year and by six
percentage points over 2003-04. This is a result of the
implementation of the Agency’s Employment Equity
Plan, the purpose of which was to narrow the gaps in
representation.

A sustainable workforce allows the Agency to maintain
the flexibility needed to respond to crises and changes
in its priorities. Creating such a workforce requires
balancing hiring new employees with normal attrition
resulting from retirements, resignations and so on. The
Agency works continuously to quickly identify human
resource needs in terms of the number of employees
required and their competencies.
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Table 3.2.1 — Employment Equity Representation as a Percentage of CFIA Workforce

Identifiable Group Percentage of CFIA Workforce as Percentage of Labour Market
of March 31, 2006 Availability

Women 49.3% 47.3%

Aboriginal peoples 2.3% 2.6%

Persons with disabilities 4.8% 5.3%

Visible minorities 9.8% 12.6%

Source: Peoplesoft and Statistics Canada.

As of March 31, 2006, the Agency had experienced a
workforce growth rate of approximately 5% over the
previous year. For its part, the CFIA’s scientific, profes-
sional and technical community grew by almost 4%.

STEWARDSHIP

Enhanced corporate stewardship and a commitment
to sound financial planning and prudent controls are
also essential components of sound agency manage-
ment. Faced with limited resources and mounting
demands for public engagement and accountability,

modern managers must continually seek out innovative

ways of delivering results for Canadians.

Special initiative: Complete the Long-Term
Capital Plan

During 2005-06, the Agency completed its Long-
Term Capital Plan (LTCP), which was approved

by Treasury Board. This five-year plan applies to

all types of capital assets, including buildings and
equipment. The LTCP now serves as a foundation
for the assessment and prioritization of investments
across the Agency. A Strategic Investment Board
now makes decisions on funding capital items. The
Board uses the LTCP as its principal reference tool
to ensure that the Agency can make the best use of
its capital funds, not only when setting priorities
for acquiring assets, but also when managing them
throughout their life cycle.

In recent years, the Agency began to establish integrated

asset management planning, including the consolidation
of movable and fixed assets categories (e.g., real property,
fleet, IM/IT and scientific equipment) and the definition

of their specific linkages to corporate priorities. This

has been accomplished through the development of

a Long-Term Capital Plan, as discussed below.

Strengthened IM/IT capacity is essential to the achieve-
ment of the Agency’s Strategic Outcomes in that modern
systems and office tools provide more functionality and
support for new software and hardware accessories,
which leads to better communication with stakeholders
at all levels of governments and throughout industry.

Special initiative: Implement an action plan to
develop information and processing capabilities
to manage emergency situations

Strengthened IM/IT capacity is a priority in the
usual business of the CFIA, but becomes especially
important in emergency situations, when the rapid,
effective processing of information is critical to the
management of the emergency. The CFIA has thus
begun the implementation of an action plan to
develop information and processing capabilities

to manage such situations.

A number of areas for improvement were identified
as a result of the “post-mortem” on the 2004 and
2005 Al incidents in British Columbia. In 2005-06,
the Agency deployed an improved Critical Emer-
gency Response System. It also instituted revised cor-
porate support logistics for emergency procurement,
information technology, front-line support, funding
controls and access to emergency accommodation.
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3.3 Financial Performance

3.3.1 Reporting on Parliamentary Appropriations*

Table 1 — Comparison of Planned to Actual Spending (including FTEs) ($ millions)

2005-06

2003-04 2004-05 Main Planned Total

Actual’ Actual’ Estimates Spending? Authorities® Total Actuals
Food Safety and Public Health 228.7 262.2 261.1 298.6 346.0 341.5
Science and Regulation 98.8 155.9 112.9 111.3 128.8 82.4
Animal and Plant Resource 119.6 105.5 89.2 99.7 116.1 139.0
Protection
Public Security 21.0 36.8 25.8 25.6 31.3 25.2
Total* 468.1 560.4 489.0° 535.2 622.25¢ 588.1¢
Less: Non-respendable revenue 0.4 0.0 0.0 0.5 0.0 0.5
Plus: Cost of services received 433 44.8 N/A 47.0 N/A 63.4
without charge’
Total Agency Spending 511.0 605.2 489.0 581.7 622.3 651.0
Full-Time Equivalents 5,516 5,518 5,971 6,368 6,349 5,692

1 The 2003-04 and 2004-05 Actual data has been restated to reflect the CFIA’s current Program Activity Architecture (PAA) structure.

2 The “Planned Spending” column reflects the figures displayed in the 2005-06 Report on Plans and Priorities (RPP) for the Planned Spending 2005-06 year.

For the 2005-06 reporting cycle, the “Total Authorities” column refers to total spending authorities received during the fiscal year (i.e., through Main

Estimates), as well as funding received from 2005-06 Governor General Special Warrants.

4 All figures are net of Respendable Revenues for the respective fiscal years ($59.6M in 2003-04; $55.0M in 2004-05; 50.0M for Main Estimates
and Planned Spending and $58.4M for Total Authorities and Total Actuals in 2005-06).

> Explanation of variance: The major items accounting for the increase of $133.2M between the 2005-06 Main Estimates ($489.0M) and the 2005-06 Total
Authorities ($622.2M) are:

* Statutory Compensation ($8.0M)

® 2004-05 carry forward ($18.3M)

® Treasury Board submission approved and Treasury Board Secretariat (TBS) Adjustments ($48.4M for collective bargaining; $14.0M for Paylist Shortfalls;
$34.9M for bovine spongiform encephalopathy (BSE); $5.2M for avian influenza (Al); $1.3M for National Aquatic Animal Health Program (NAAHP);
$2.8M for Invasive Alien Species (IAS) and a reduction of $4.0M for Expenditure Review Committee Reductions).

Increase in Employee Benefit Plans ($4.3M)

6 The variance ($34.1M) between Total Authorities ($622.2M) and Actuals ($588.1M) is attributable to lapsing funds in:

Operating Expenditures and Contributions ($32.9M)
* Capital Expenditures ($1.2M)

7 Cost of services received without charge include accommodations provided by Public Works and Government Services Canada (PWGSC) at border crossings,
airports and other government departments, the employer’s share of employees’ insurance premiums and expenditures paid by TBS (excluding revolving
funds), Workers’ Compensation coverage provided by Human Resources and Skills Development Canada, audit services provided by the Office of the Auditor
General of Canada (OAG) and legal services provided by the Department of Justice Canada (see Table 4).

*

(unaudited)
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Table 2 — Resources by Program Activities ($ millions)

2005-06
Budgetary
Contributions
and other Total: Gross Less: Total: Net
Program Transfer Budgetary Respendable Budgetary
Activity Operating Capital Payments Expenditures Revenue Expenditures

Food Safety and Public Health

Main Estimates 287.8 1.0 0.1 288.9 27.8 261.1
Planned Spending 325.3 1.0 0.1 326.4 27.8 298.6
Total Authorities’ 378.9 1.6 0.0 380.5 34.5 346.0
Actual Spending 368.4 7.6 0.0 376.0 34.5 341.5

Science and Regulation

Main Estimates 118.2 7.0 0.0 125.2 12.3 112.9
Planned Spending 116.6 7.0 0.0 123.6 12.3 111.3
Total Authorities' 135.8 8.7 0.0 144.5 15.7 128.8
Actual Spending 95.1 3.0 0.0 98.1 15.7 82.4

Animal and Plant Resource Protection

Main Estimates 95.8 1.5 1.6 98.9 9.7 89.2
Planned Spending 105.9 1.9 1.6 109.4 9.7 99.7
Total Authorities’ 112.7 2.1 9.5 124.3 8.2 116.1
Actual Spending 134.3 3.4 9.5 147.2 8.2 139.0

Public Security

Main Estimates 21.0 5.0 0.0 26.0 0.2 25.8
Planned Spending 20.8 5.0 0.0 25.8 0.2 25.6
Total Authorities’ 25.1 6.2 0.0 31.3 0.0 31.3
Actual Spending 21.8 3.4 0.0 25.2 0.0 25.2
Main Estimates 522.8 14.5 1.7 539.0 50.0 489.0
Planned Spending 568.6 14.9 1.7 585.2 50.0 535.2
Total Authorities’ 652.5 18.6 9.5 680.6 58.4 622.2
Actual Spending 619.6 17.4 9.5 646.5 58.4 588.1

1 For the 2005-06 reporting cycle, the “Total Authorities” rows refer to total spending authorities received during the fiscal year (i.e., through
Main Estimates), as well as funding received from 2005-06 Governor General Special Warrants.

Total

261.1
298.6
346.0

341.5

112.9
111.3
128.8

82.4

89.2
99.7
116.1

139.0

25.8
25.6
31.3

25.2

489.0
535.2
622.2

588.1
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Table 3 — Voted and Statutory Items ($ millions)

2005-06
Vote or
Statutory Main Planned Total
Item Truncated Vote or Statutory Wording Estimates Spending Authorities’ Total Actuals
30 Operating expenditures 406.6 452.4 523.0 490.1
35 Capital expenditures 14.5 14.9 18.6 17.4
(S) Compensation payments under the Health of 1.5 1.5 9.5 9.5
Animals Act and the Plant Protection Act
(S) Contributions to employee benefit plans 66.4 66.4 70.7 70.7
(S) Collection agency fees 0.0 0.0 0.4 0.4
Total? 489.0 535.2 622.2 588.1

1 For the 2005-06 reporting cycle, the “Total Authorities” column refers to total spending authorities received during the fiscal year
(i.e., through Main Estimates), as well as funding received from 2005-06 Governor General Special Warrants.

2 All figures are net of Respendable Revenues ($50.0M for Main Estimates and Planned Spending and $58.4M for Total Authorities and Total
Actuals).

Table 4 — Services Received Without Charge ($ millions)

2005-06

Accommodations provided by PWGSC at border crossings, airports and other government departments 22.6
Contributions covering employers’ share of employees’ insurance premiums and expenditures paid by TBS 31.1
(excluding revolving funds). Employer’s contribution to employees’ insured benefits plans and associated

expenditures paid by TBS

Workers” Compensation coverage provided by Human Resources and Skills Development Canada’ 0.0
Audit Services provided by the Office of the Auditor General of Canada 0.2
Salary and associated expenditures of legal services provided by the Department of Justice Canada 9.5
Total 2005-06 services received without charge 63.4

1 Amount is less than $50,000, therefore it is not shown on this table.
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Table 5 — Sources of Respendable and Non-respendable Revenue ($ millions)

Respendable Revenue
Food Safety and Public Health
Science and Regulation

Animal and Plant Resource
Protection

Public Security

Total Respendable Revenue
Non-Respendable Revenue
Food Safety and Public Health
Science and Regulation

Animal and Plant Resource
Protection

Public Security

Total Non-respendable
Revenue

Actual
2003-04'

30.8
13.4

15.3

0.1

59.6

0.4
0.0

0.0

0.0

0.4

2005-06
Actual Main Planned Total
2004-05' Estimates Revenue Authorities Actual
26.3 27.8 27.8 34,5 34.5
16.3 12.3 12.3 15.7 15.7
8.9 9.7 9.7 8.2 8.2
3.5 0.2 0.2 0.0 0.0
55.0 50.0 50.0 58.4 58.4
0.0 0.0 0.5 0.0 0.5
0.0 0.0 0.0 0.0 0.0
0.0 0.0 0.0 0.0 0.0
0.0 0.0 0.0 0.0 0.0
0.0 0.0 0.5 0.0 0.5

T The 2003-04 and 2004-05 actual data has been restated to reflect the CFIA’s current PAA structure.

Table 6 — Resource Requirements by Branch or Sector ($ millions)

2005-06

Organization
Operations
Planned Spending
Actual Spending
Programs
Planned Spending
Actual Spending
Science

Planned Spending
Actual Spending
Corporate Branches
Planned Spending

Actual Spending

Food Safety and
Public Health

133.1

197.4

40.5

32.8

61.5

58.7

63.5

52.6

Science and
Regulation

49.6

31.5

15.1

9.5

22.9

14.4

23.7

27.0

Animal and

Plant Resource

Protection

45.4

61.5

25.7

20.2

31.9

20.8

19.9

Public Security

10.0

3.5

0.9

53

7.4

54

6.9

Total

239.5

300.4

72.4

68.9

109.9

112.4

113.4

106.4
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| Table 7 — User Fees/External Fees

2005-06
Forecast Actual
Fee Fee-Setting Date Last Revenue Revenue
User Feel Type2  Authority Modified ($000) ($000) Full Cost ($000)3
Managing food safety risks R CFIA Act 1998 31,262 34,518 307,153
Protecting consumers and the R CFIA Act 1998 2,189 3,813 20,458
marketplace from unfair practices
Certifying exports R CFIA Act 1998 10,404 11,827 36,266
Protecting Canada’s crops and R CFIA Act 1998 4,404 4,017 65,004
forests
Protecting Canada’s livestock R CFIA Act 1998 5,474 3,868 80,188
Assessing agricultural products R CFIA Act 1998 1,078 331 11,671
Preparing for emergencies R CFIA Act 1998 189 0 4,948
Access to Information and Privacy O Access to 1992 0 11 482
(ATIP)4 Information Act
Total 55,000 58,385 526,170

1 The CFIA’s individual user fees have not changed. The grouping of these fees have been realigned with the Program Activity Architecture (PAA) in
support of the Management Resources and Results Structure (MRRS) initiative. Note that only sub-activities for which there are associated user fees
are listed. Detailed information on each of CFIA’s individual user fees is available on the CFIA’s website.

2 R = regulating; O = other products and services.

3 The full cost of the user fees’ activities includes all direct and indirect expenditures in addition to its share of the Governance and Management
expenditures. The full cost also includes services provided without charge by other government departments as well as year end accruals.

4 These figures are pulled from the reference levels established in the Annual Reference Level Update (ARLU) and the estimated amounts of services
provided without charge by other government departments as well as year end accruals.
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2005-06 Planning Years
Forecast
Performance Revenue Estimated Full
Performance Standard Result Fiscal Year ($000) Cost ($000)5
Inspection activities are to be provided in accordance with See Section 2006-07 31,262 280,939
corresponding federal regulations 2.3.1a. 2007-08 31262 273 482
2008-09 31,262 269,333
Inspection activities are to be provided in accordance with See Section 2006-07 2,189 15,374
corresponding federal regulations 2.3.2c. 2007-08 2189 15.402
2008-09 2,189 15,513
Inspection activities are to be provided in accordance with See Section 2006-07 10,404 53,988
corresponding federal regulations 2.3.2d. 2007-08 10.404 51 607
2008-09 10,404 51,982
Inspection activities are to be provided in accordance with See Section 2006-07 4,404 47,284
corresponding federal regulations 2.3.3a. 2007-08 4,404 48 655
2008-09 4,404 48,502
Inspection activities are to be provided in accordance with See Section 2006-07 5,474 60,363
corresponding federal regulations 2.3.3b. 2007-08 5474 60.559
2008-09 5,474 59,944
Inspection activities are to be provided in accordance with See Section 2006-07 1,078 12,924
corresponding federal regulations 2.3.3c. 2007-08 1078 12.039
2008-09 1,078 12,384
Inspection activities are to be provided in accordance with See Section 2006-07 189 2,041
corresponding federal regulations 2.3.4a. 2007-08 189 2029
2008-09 189 2,058
Requested information is to be provided in a timely fashion 2006-07 0 511
according to corresponding federal regulations 2007-08 0 511
2008-09 0 511
2006-07 473,424
2007-08 464,284
2008-09 460,227
5 While ATIP is not a program activity as set out in the PAA, the user fees associated with ATIP are listed separately here because the fee-setting
authority is derived from distinct legislation.
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| Table 8 — Major Regulatory Initiatives*

Regulations

Certain Ruminants and their
Products Importation Prohibition
Regulations

At the time of the discovery,

in December 23, 2003, of a
case of a dairy cow infected
with bovine spongiform
encephalopathy (BSE) in the
US, the CFIA implemented
broad prohibitions, under

the authority of the Health of
Animals Act, on US animals and
their products based upon the
belief that the discovery of a
US-based case of BSE presented
public and animal health threats
to Canada.

These prohibitions were
formalized in a regulation,

and have been updated. This
amendment would maintain
the prohibition while introd-
ucing exemptions for animals
and products for which the risk
does not justify an ongoing
prohibition against importation.

Expected Results

By prohibiting the importation
of the animals and other
commodities set out in

the proposed regulations,

the CFIA will continue to
protect Canadian livestock
and consumers against
exposure to BSE.

Performance Measurement
Criteria

Each of the Importation
Prohibition Regulations has
had only a limited period
during which it has been

in force. At the end of their
lifespan, the prohibitions were
evaluated against the latest
scientific information and
international standards available
to determine whether there is
an ongoing need for them.

Results Achieved

This amendment maintains
the prohibition against higher
risk animals and products. At
the same time, prohibitions
against animals and products
which are no longer seen to
pose a significant risk have
been removed, thereby
allowing Canadian importers
access to a broader range of
imported animals and products
from the US.

* The enhancements to Canada’s BSE-related animal feed controls made in the “Regulations Amending Certain Regulations Administered and Enforced
by the Canadian Food Inspection Agency” was passed June 23, 2006 (these amendments have a delayed coming into force date and will not come
into effect until July 12, 2007). Most of the work to complete the amendments to the regulations (Feeds Act, Fertilizers Act, Health of Animals Act, and
Meat Inspection Act) was completed in the 2005-06 fiscal year. This major regulatory initiative will be reported in the 2006-07 Performance Report.
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Table 9 — Details on Project Spending ($ millions)

Food Safety and Public Health

HQ Complex for the Agriculture
Portfolio, ON

Mid Life Retrofit —
Saskatoon, SK2

Mid Life Retrofit — Ottawa Lab
(Fallowfield), ON

Structural Building Reinforcement
— Lethbridge, AB

Level 3 Animal Wing Construction
— Ottawa Lab (Fallowfield), ON

Mid Life Retrofit — St. Hyacinthe
Lab, QC3

Science and Regulation

HQ Complex for the Agriculture
Portfolio, ON

Mid Life Retrofit —
Saskatoon, SK2

Mid Life Retrofit — Ottawa Lab
(Fallowfield), ON

Structural Building Reinforcement
— Lethbridge, AB

Level 3 Animal Wing Construction
— Ottawa Lab (Fallowfield), ON

Mid Life Retrofit — St. Hyacinthe
Lab, QC3

Animal and Plant Resource Protection

HQ Complex for the Agriculture
Portfolio, ON

Mid Life Retrofit —
Saskatoon, SK2

Mid Life Retrofit — Ottawa Lab
(Fallowfield), ON

Structural Building Reinforcement
— Lethbridge, AB

Level 3 Animal Wing Construction
— Ottawa Lab (Fallowfield), ON

Mid Life Retrofit — St. Hyacinthe
Lab, QC3

Current

Estimated

Cost

2.4

6.1

9.2

2.1

53

5.5

2.4

2.4

13.7

2.1

6.3

2.2

2.4

2.4

13.7

5.2

6.3

2.2

Actual Actual
2003-041 2004-05

2005-06
Main Planned Total Actual
Estimates  Spending Authorities

0.0

0.0

0.0

0.0

0.0

0.0

0.0

0.0

0.0

0.0

0.0

0.0

0.0

0.0

0.0

0.0

0.0

0.0

0.5

0.3

0.1

0.2

0.1

0.0

0.5

0.1

0.2

0.2

0.1

0.0

0.5

0.1

0.2

0.6

0.1

0.0

0.0

0.0

0.0

0.0

0.0

0.0

0.0

0.0

0.0

0.0

0.0

0.0

0.0

0.0

0.0

0.0

0.0

0.0

0.3

0.2

0.0

0.2

0.1

0.0

0.3

0.1

0.0

0.2

0.1

0.0

0.3

0.1

0.0

0.6

0.1

0.0
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Table 9 — Details on Project Spending ($ millions) (continued)

2005-06
Current
Estimated Actual Actual Main Planned Total Actual
Cost 2003-041 2004-05 Estimates  Spending Authorities
Public Security
HQ Complex for the Agriculture 2.4 — 0.2 0.0 0.5 0.0 0.3
Portfolio, ON
Mid Life Retrofit — 1.2 — 0.0 0.0 0.1 0.0 0.0
Saskatoon, SK2
Mid Life Retrofit — Ottawa Lab 9.2 — 0.1 0.0 0.1 0.0 0.0
(Fallowfield), ON
Structural Building Reinforcement 1.0 — 0.2 0.0 0.1 0.0 0.1
— Lethbridge, AB
Level 3 Animal Wing Construction 3.2 — 0.0 0.0 0.1 0.0 0.0
— Ottawa Lab (Fallowfield), ON
Mid Life Retrofit — St. Hyacinthe 1.1 — 0.0 0.0 0.0 0.0 0.0
Lab, QC3
T The 2003-04 Actuals are not shown as they were tracked by Business Line and are not available according to the PAA structure.
2 The Laboratory Expansion and Mid Life Retrofit — Saskatoon, SK, listed in the CFIA 2004-05 Departmental Performance Report, has been changed to
the Mid Life Retrofit — Saskatoon, SK.
3 The Level 3 Lab Construction — St. Hyacinthe, QC, listed in the CFIA's 2004-05 Performance Report has been changed to the Mid Life Retrofit,
St. Hyacinthe Lab, QC.

Table 10 — Details on Transfer Payment Programs (TTPs) ($ millions)

Statutory Compensation Payments — Supplementary information on the CFIA’s Transfer Payment Programs can be found
at www.tbs-sct.gc.ca/est-pre/estime.asp.
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| Table 11 — Horizontal Initiatives

According to TBS guidelines, horizontal initiatives are initiatives in which partners* from two or more organizations have established
a formal funding agreement (e.g., Memorandum to Cabinet, Treasury Board submission, federal-provincial agreement) to work
toward the achievement of shared outcomes.** The following outlines the CFIA’s major horizontal initiatives for 2005-06.

Supplementary information on horizontal initiatives can be found on the TBS website at www.tbs-sct.gc.ca/est-pre/estime.asp.

Initiative

Public Security and Anti-
Terrorism (PSAT)

Chemical, Biological,
Radiological and Nuclear (CBRN)
Research and Technology
Initiative (CRTI)

Canadian Regulatory System
for Biotechnology (CRSB)

* Types of partners: Other federal departments or agencies, other national governments, provincial and territorial governments, municipal governments,

Profile

In the 2001 Budget, the government allocated
$7.7 billion in new funds to be spent over the
subsequent five years on the PSAT initiative to
enhance security for Canadians.

The CFIA receives approximately $30 million dollars a
year and contributes the following for the initiative:

e Delivers all federal food inspection, animal health
and plant protection measures; and

* Responds to biological outbreaks of pests and
diseases in plants and animals.

More information on this initiative can be found in
Section 2.3.4b of this report.

The events of September 11, 2001 moved the issues of
counter terrorism and national security to the forefront
of the nation’s concerns. CRTI represents the federal
science community’s response and commitment to
providing scientific solutions to these issues. Through
the creation of laboratory networks across the federal
government that collaborate with industry, academia
and first responder communities, the CFIA will provide
new knowledge, technology and research necessary
for CBRN response and preparedness.

In 2005-06, the CFIA focused on areas such as
developing a curriculum for employee training to
respond to CRBN threats.

More information on this initiative can be found in
Section 2.3.4b of this report.

CRSB aims to develop an efficient, credible and well-
respected system that safeguards the health of all
Canadians and the environment and permits safe and
effective products. The CFIA conducted a horizontal
formative formative evaluation of the CRSB on behalf
of the six participating departments. In 2005-06,

an evaluation of CRSB was completed, the results of
which will be reported in 2006-07, once the report
is approved.

More information on this initiative can be found in
Section 2.3.3c of this report.

non-governmental organizations, private sector organizations, First Nations, and other organizations.

** Shared outcomes are outcomes that partnering departments plan to achieve as a result of their collective programming efforts.

Partners

Lead: Public Safety and Emergency
Preparedness Canada

Provinces and Territories

Canada Border Services Agency

Lead: Department of National Defence
Agriculture and Agri-Food Canada

Canada Border Services Agency

Canadian Security and Intelligence Service
Department of National Defence —
Intelligence

Defence Research and Development Canada
— Ottawa

Defence Research and Development Canada
— Suffield

Environment Canada

Health Canada

Natural Resources Canada

Royal Canadian Mounted Police

Transport Canada

Public Safety and Emergency Preparedness
Canada

Lead (rotating): Health Canada
Environment Canada

Industry Canada

Fisheries and Oceans Canada
Natural Resources Canada

| Table 12 — Travel Policies

The CFIA follows and uses the TBS Travel policies.

e
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AUDITOR'S REPORT

To the President of the Canadian Food Inspection Agency and the Minister of Agriculture and
Agri-Food

[ have audited the statement of financial position of the Canadian Food Inspection Agency as at
March 31, 2006 and the statements of operations, equity of Canada and cash flows for the year

then ended. These financial statements are the responsibility of the Agency’s management. My

responsibility is to express an opinion on these financial statements based on my audit.

I conducted my audit in accordance with Canadian generally accepted anditing standards. Those
standards require that [ plan and perform an audit o obtain reasonable assurance whether the
financial statements are free of material misstatement. An audit includes examining, on a test
basis, evidence supporting the amounts and disclosures in the financial statements. An audit also
includes assessing the accounting principles used and significant estimates made by management,
as well as evaluating the overall financial stalement presentation.

In my opinion, these financial statements present fairly, in all material respects, the financial
position of the Agency as at March 31, 2006 and the results of its operations and itz cash flows for
the year then ended in accordance with Canadian generally accepted accounting principles.

Sheila Fraser, FCA
Auditor General of Canada

Oawa, Canada
August 11, 2006
except as w Note 12
which is as of
August 17, 2006

G
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CANADIAN FOOD INSPECTION AGENCY

Statement of Management Responsibility

Responsibildy for the integrity and objectivity of the accompanying financial siatements for the year
ended March 31, 2006 and all lvformation contained in these statemenis resis with the Agency’s
managemeni. Thesa financial statemeanis have been prepared by managameni in accordance with
Canadian generally accepted accounting principies as required under Seclion 31 of the Canadian

Food lnspection Agency Act.

Management is responsible for the integrity and objecthity of the Informalion i these financial
statemenis, Some of the nformation in the finencial statements is besed on managemeni's besi
eslimales and judgement and gives due consideration to materiality, To fulfd fs accounting and
reporiing responsibilities, management mainiains & sel of accounts thal provides a cenlralized recond
of the Apency's financial fransactons, Financial informaton submitted to the Peblc Accownts of
Canads and included in the Agency's Parmformance Repord is consistent with ihese Ffnancial
statements,

Managemen! maintaing a system of financial management and Intemal conbrol designed to provide
reasonable assurance thal financial information is reliable, that assals are safeguarded and that
ransaciions are in accordance with the Financial Adminisiralion Act, are executed in accordance with
prescribed regulations, within Pediamentary authorities, and are properly recorded i maintain
accountability of Govemment funds. Manageman! also seeks 1o ensure the objectivity and integrity of
data in its financial stalements by careful selection, training and development of qualified staff, by
organizational arrangements that provide appropriate divisions of responsibility, and by
communetalon programs aemed &l ensunng thal regulations, policies, standards and managerial
authorities are undersiood throwghout the Agency,

The Execulive Sub-Commitlee on Audit and Risk Management (SCARM) is the Agency's Intermnal
audd and evalualion commitlee. The SCARM s responsible to review audil reporis and
recommendations, approve the Agencys response and management plan developed o address
recommendations and to monitor prograss.

The financial statements of the Agency have been awdited by the Auwdior General of Canada, the
independent auditor for the Government of Canada.

r
n imant
Prasident

Ottawa, Canada
August 11, 2006

7
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CANADIAN FOOD INSPECTION AGENCY

Statermont of Financial Posftion

&5 at March 31
{in thousands of dollars)
2008 2005
Assets
Financial assais:
Due from the Consolidated Revenue Fund 5 69,352 5 42,358
Accounts recaivable and advances (Mote 4) 8,716 17,118
78,078 BO.477
Mon-financial assels:
Inventory 1,139 1,103
Tangible capital assets (Mole 5} 1'92_,343 180,491
193,988 181,504
% 272068 § 241,071
Liabilities
Accounts payable and accreed liabilities £ Ta.38v L a4
Vacalion pay 25,240 25,082
Daferred revenue 1.TES 1.553
Employes severance banefits (Naole 5) 75,447 67,145
175,863 181,404
Equity of Canada 86,203 50,667
5 272,068 £ 241.0M

Contingent liabilitias (Nofe B)
Contractesl obligations (Mode 9)

Thes atoompanying notas are an infegral part of these financial slatements.

ﬁ/mﬁ—

don R. Whita
resident, Fingnce, Adminkstration and
rmation Technology
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Statement of ODperations
Yaar ended March 31
{in thousands of dollars)
2006 2005
Food : Animal and
Safetyand  Soon Plant Public —_ _
Public ; Resourca Security
Healtn  eauialion  gooiection
Revenues
Inspaction fees 528,184 28,664 714 5 - 41,582 241,838
Registralions, permits, cerificales 2,509 6,574 B&0 - 0,082 8,254
Miscellaneous fees and services 185 3.082 1,028 - 4,305 4,145
Establishment license fees 1,895 167 - . 2,062 1,975
Grading 243 4 - - 247 225
Adminisirative monelary penalties 245 133 =1 | - 430 B4
Gain (loss) on disposal of assets 28 5 10 . 43 (543
Interesi 22 12 4 - 38 62
Total Rewenues 33212 18,671 6,708 - 58,6859 56, 7a0
Operaling expenses
Salaries and employee benefils 306,683 62,8083 69,053 13,8948 aB2 617 4d2 030
Profassional and special services 23,071 5475 14,285 1.251 83,986 58 684
Travel and relocation 15,158 2,883 6,812 Boy 25, BB0D 23,455
Amoriization 13,188 2,650 4,540 661 21,025 21,553
Accommodation 14,318 2,566 4,877 717 22,778 21,813
Utilities, materiais and supplies 10,883 2,118 =878 1.413 18,303 18,438
Furniture and equiprment 8472 1,668 3434 726 15,320 13,448
Communications 5446 1,087 2,080 334 B.adr 7.804
Repairs 5,148 275 1676 848 8,649 6.503
Equipment rentals 943 188 Ta0 T 1,883 3.062
Information 924 310 468 ] 1,746 1.726
Miscellansous &0 208 10 20 1,438 1.150
Total oparating expanses 415,856 83,943 143,037 20,841 663,677 620,677
Transles payments
Compensation paymenis (Nate 7) 0478 8478 72,699
Crtheer - 18 - 18 TE2
Total transfer paymenis 5 6,406 & 0,495 73,421
Total Expenses 415,856 83,043 152,533 20,841 673,173 654,006
Net Cost of Operabions 5382544 565,272 5145 827 520,841 S614,484 5637,336

The accompanying noles are an integral pant of these financial stalements.

s
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CANADIAN FOOD INSPECTION AGENCY

Statement of Equity of Canada
Year ended March 31
(in thousands of dollars)
2006 2005

Equity of Canada, beginning of year 5 50667 5 B7466
Met cost of operalions (514, 484) (637,338)
Met cash provided by Government of Canada 560,662 T
Change in due from the Consolidated Revenue Fund 27,004 {11,317)
Senvices recehed without charge from other

govermment depariments (Mote 10) 63,354 48.ME
Assals funded by other government depariments - 2,081
Equity of Canada, end of year § 06203 S 50567

The accompanying nobes ara an integral part of these financial statemenis,
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CANADIAN FOOD INSPECTION AGENCY

Statement of Cash Flows

Year ended March 31
{In thowsands of dollars)

2008 2005
Dperating activilies:
Net cost of operations 5 Bl4.484 5 B3T3
Man-cash items:
Amortization of tengible capital assats (21,049) {21,553)
Gain (loss) on disposal of assets 43 {543)
Services received without charge (63,354) (48,018)
Variations in Stalement of Financial Position:
Increase [decrease) in actounts receivable and advances (8,403) B.470
Increass in inventary 35 168
Decrease (increasea) in labildies 5,541 {25,27T1)
Cash used by operating aclivites 527,298 550,581
Capital investment activibes:
Acguisition of tangible capital assets 33,688 20,560
Proceads from disposal of assets (3235) {374)
Cash used by capital investment activities 33,364 20, 186
Net cash provided by Government of Canada 5 560662 § 570,717

The accompanying notes &e an integral part of these financial siatements.

BEd
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CANADIAN FOOD INSPECTION AGENCY

Motas (o the Financial Slalemenls

Year anded March 31, 2008

‘L

1.

Autherity and Purposes

The Canadian Food Inspection Agency (the "Agency”] was established, effective April 1, 1887,
under the Canadian Food Inspection Agency Acl, The Act consolidates all federally mandated
food and fish inspection services and federal animal and plant health activities ino & single
agency.

The Agency is 8 departmental corporation named in Schedule Il to the Financial Administration
Acf and reports to Pariamant through the Minister of Agriculture and Agri-Food,

The mandate of the Agency is to enhance the effeciiveness and efficiency of federal inspection
and related services for food, animals and plants. The objectives of the Agency are to contribute
to & safe food supply and accurale product information, 1o contribute o the continuing health of
animals and plants; and 1o facilitate trade in food, animals, plants, and related products.

In dedivering itz mandale, the Agency oparates under the following program activities:

{a) Food Safety and Public Healih: ensures thal food is safe, consumers have appropriate
information on which io base healihy food choices and the transmission of animal disecase ko
human s prevenied,

{b} Science and Regulation: provides a fair and effectve regulaiony regime for food, animals and
plants, and maintains the integrity of the Agency's regulatory policy. ingpection and
cerlification activilies,

{¢) Animal and Plani Resource Protection: prolects Canada’s livestock, crops and foresis from
regulated pests and diseases including invasive species and regulates agricultural products,
including products of biolechnology.

(d) Public Security: contributes to public security and agri-food security,

The Agency i3 responsible for the administration and enforcement of the following acts:
Agricufture and Agri-Food Administrative Monalery Penailies Act, Canads Agricelural Products
Acf, Canadian Food Inspecbon Agency Acl, Feoeds Adcl, Ferlilizers Act, Fizh lnspectian Aol Health
of Animails Act, Meal lnspechion Act, Plant Breedars" Rights Act, Plamn! Proteclion Act, and Seeds
Act,

In addition, the Agency is responsible for enforcement of the Consumer Packaging and Labeling
Act and the Food and Drugs Act as they relate 1o food, The Agency is also responsible for the
administration of the provisions of the Food and Dvugs Acf as they relate to food, except those
provisions thal relate to public health, safety, or nutrition,

The Minister of Health remains responsible for establishing policies and standards relating 1o the
safaty and nutritional guality of food sold in Canada. The Minkiter of Health s also responsible
for &ssessing the effectiveness of the Agency's activities related to food salety.

Operating and capital expendilures are funded by the Government of Canada through Budgetary
lapsing authorities, Compensalion payments under the Health of Animals Acl and the Plant
Prodection Act and employes benefits are authorized by sepacate statulory authosities. Revenues
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CANADIAN FOOD INSPECTION AGENCY

Moles to the Financial Sialements

Year ended March 31, 2006

raceived through the conduct of its operations are deposited lo the Consolidated Revenua Fund
and are available for use by the Agency,

2. Summary of Significant Accounting Policies

The financigl sialements sre prepared In accordance with Canadian generally accepted
socounting principles as required under Section 31 of the Canadian Food inspection Agemcy Act.
Significant accounting policies. are as follows:

(a)} Padiameniary appropriations

()

{c)

(d)

(&)

The Agency is mainly financed by the Government of Canada throwgh parliamentary
appropriations. Appropriations provided 1o the Agency do not parallel financial reporting
according to generally accepted accounting principles since appropriations are primarily
based on cash flow requirements. Consequently, ilems recognized i the statemend of
operations and the siatement of financial position are not necessarily the same as those
provided through appropriations from Padiamenl. Nole 3 provides a high level reconciliation
bebweean the bases of accounting.

Met cash provided by Gowvernment of Canada

The Agency operates within the Consolidated Revenue Fund (CRF), which is administrated
by the Receiver General for Canada. All cash received by the Agency is deposited to the
CRF and gll cash disbursemenis made by the Agency are paid from the CRF. The net cash
provided by Government i the difference betwaen all cash receipls and all cash
disbursemants including transactions between depariments of the federal government.

Duse from the Consodidated Revenue Fund (CRF)

Due from the CRF represents the amount of cash that the Agency & enlitled 1o draw from the
CRF withoul further appropriations o discharge s liabiltes. These amounis have bean
charged (o current of prior years' appropriations but will be paid in the future.

Ravenues

Revenues for fees, permits and cerificales are recognized in the accounts based on the
senvices provided In the year.

Funds received from exiemnal parties for specified purposes ase recorded upon recelpl as

deferrad revenus. Revenue from external parfies for specified purposes is recognized in the

peniod in which the refaled expenses are Incurmed,

Expenses

Expenses are recorded on the accrual basis.

# Grants are recognized in the year in which the conditions for payment are mel. In e
case of grants which do nol form part of an existing program, the expensa is recognized
when the Government announces 5 decision 1o make 8 non-recurring transfer, provided

the enabling legislation of authorizalion for paymenl receives parliamentary approval
prior io the completion of the fnancial statlements.

G
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CANADIAN FOOD INSPECTION AGENCY

Moles bo the Financial Stalemants

Yaar ended March 31, 2006

{f)

(@)

(h}

= Contributions are recognized @i the year in which the recipient has met the aligibility
eriteria or fulflled the terms of 8 conlractual transfer agreemant,

+ Vacation pay and compensatory leave are expansed as the benefils accrue lo employees
under their respective lerms of employmant,

* Sarvices provided without charge by olher governmeni deparimenis for accommodation,
ihe employer’s confribution to the health and dental insurance plans and legal services
are recorded as operating expenses at their estimated cost.

Employee future benefits
(i) Pension benefits:

The Agency's aligible employees parlicipate in the Public Sendice Pension Plan administered
by the Government of Canada. Both the employees and the Agency confribute fo the cost of
the Pian, The Agency’s contributions are expensed during the year in which the senices are
rendered and represent the tolal pension obligation of the Agency. The Agency is not
required under present legisiation 1o make contributions wilth respect to actearial deficiencies

of the Public Service Pension Plan,
{ii} Severance benafils:

Eligibde amployess are antibed (o saverance benefits, as provided for under laber conlracts
and conditions of employmeni. The cost of these benefils is accrued as employess render
the services necassary fo eamn them. The obligation relating to the benefms eamed by
employess |5 calcufated using information derived from the results of the actuarially
cetermingd Gability for employes severance benefits for the Govermment as a whole.

{iii) Crthar future benafil plans:

The federal government sponsors 8 variely of other future benelit plans from which
employees and former emplovees can benedit during or after employment or upon refirement,
The Public Service Health Care Plan and the Pansioners’ Dental Service Plan represent the
two major future benefit plans available to the Agency’s employees.

The Agency does nol pay for these programs as they fall under the federal government's
financial responsibilities, but the Agency records ils share of the annual benefits paid under
ihesa programs as a senice provided without charge by other government departments, No
amount s recorded in the Agency's financial statements with regard to either the acluarial
Eabilty of these programs al year end or the annual increase of such liabiliies.

Accounts recaivables and advances

Accounis receivables and advances are stated al amounis expected to be ultimately realized;
a provision is made for recelvables where recovery is considered uncertain.

Contingent Eabilities

Caontingent liabilities are polential liabdities which may become actual llabdibes when one of
more fulure events ocour or fall to ocowr. To the extent that the fulure avent is likely o occur
of fai to occur, and a reasonable eslimale of the loss can be made, an estimated llabdity is
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CANADIAN FOOD INSPECTION AGENCY

MNates to the Financial Stalemenis

Yaar ended March 31, 2006

(i)

accrued and an axpanss recorded. If the likelihood is not daterminable or an amouni cannot
be reasonably estimated, the contingency i disclosed in the noles to the financial
statements,

Emvironmental Eabdities

Environmental [iabilities reflecl the estimated costs relabed fo the managemen! and
remediation of environmentally contaminated sites. Based on managements best estmates,
& liability & accrued and an expense recorded when the contamination occurs or when the
Apancy becomes aware of the contaminalion and is obligated, or is likely to be obligated to
incyr such costs, I the likelihood of the Agency's obligation to incur these cosis B nol
determinatia, or if an amount cannol be reasonably eslimabed, the costs are disclosed as
contingent liabiikes in the noles to the financial statements.

iy Inventonss
inventories consist of laboratory malerials, supplies and livestock held for fulure program
delivery and not intended for re-gala. They are valuad at cost. If they no longer have service
polential, they are valued al the lower of cost or nel realizable value,
{k} Tangible capiial assets
All tangible capital assels and leasehold improvements having an initial cost of 510,000 or
more ara recorded al their acquisition cost. Amortization of tangible capilal assets is done on
a8 sirasght-line basis over the estimated useful life or 1he assel as folows:
Asset class Amorization Period
Buildings 20-30 years
Machinary and equipmeant 5-20 years
Computer equipment and software 3-10 years
Vehicles T-10 yoars
Leazehold improvements Lesser of the remaining lerm of the lease
of usedul life of the improverment
Assels under construction OnoE i servics, in accordance with asset bype
{1} Measwrament uncertainty

The preparation of these financial stalements in accordance with Canadian generally
eccepied accounling principles reguires management to make estimates and assumplions
that affect the reported amounts of assets, liabilities, revenwes and expenses reporied in the
financial statemenis. Al the tme of preparalion of these statements, managemeni belisves
thee estimales and assumplions o be reasonable. The most significant ibems where
egstimales are used are conlingent liabilities, environmental liabilities, the liability for employee
severance benafits and the usefd life of tengible capital assels. Actual resulls could
significantly differ from those estimated. Management's estimates ane reviewed parcdically
and, as adjustmenis become necessary, they are recorded in the financial siatements in the
year they become known.

B



‘L

Canadian Food Inspection Agency

CANADIAN FOOD INSPECTION AGENCY

Motes o the Financial Statemeantis

Year ended March 31, 2006

3. Parllamentary Appropriations

The Agency receives mast of s funding through annual Padiamentary approprialions. Items
recognized in the staternent of operations and the stalemenl of financial position in one yaar may
be funded through Parliamentary appropriations in prior, current or future years, Accordingly, the
Agency has differan] net resulls of operations for the year on a governmen funding basis than on
an accrual accounting basls, The differences are reconcled in the Tollowing tables.

ia) Reconcliabion of nel cosi of operalions to current year appropriations used:

{in thousands of dollars) 2006 2005

Met cost of oparations 514 484 £637,338

Adjustments for items affecting net cost of operations b
not affecting appropriations:

Add (less):
Services recehved without charge (63,354) (4B8.018)
Amaortization of tangible capital assets (21,048) {21,553)
Ravanue not avallable for spending 462 D40
Mat changes in futwere funding requirements 24,178 (27.550)
Gain (kxss) on disposal of assals 43 (543}
(59,720) (97,124)
Adjusimeants for ilems not affecting net cost of operations
but alfacting appropriations:
Add (less):
Proceeds from disposal of assets (325) (374)
Acguisition of langible capilal assels 33,689 20,560
43,364 20,185
Current year approgriations used 5588,.128 S550 400
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CANADIAN FOOD INSPECTION AGENCY

Motes io the Financial Statements

Year anded March 31, 2006

i) Appropgriations provided and used

{in thousands of dollars) 2006 2005
Vale 30 - Operaling expendilures S522 995 34972
Wole 35 - Capilal expendilures 18,621 28,319
Statutory contributions to employes benafit plans and
compensalion payments 80832 132,537
Less:

Appropriations available for fulure years [57) (23]
Lapsed appropriation — operating (32,875) (26.287)
Lagsed appropriation = capital (1,190} {10.118)
Current year appropriations used 5588,128 2560400

(el Reconciliation of net cash provided by Gowemment to curment year approgriations used:

(in thousands of dollars) 2006 2005
Mat cash provided by Government of Canada 560,662 2370777
Revenue not avaiiable for spending 452 940
Varwabion in accounis receivable and advances 8403 (8.470)
Wariation in accounts payables and accrued Eabilfies (14,227} 21,147
Variation in defarred revenue 238 {120)
Dither adpusiments 32,592 (23,874)

27,004 (11,317}

Current year appropriations used 58E.128 560 400
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CANADIAN FOOD INSPECTION AGENCY

MNaotes 1o the Financial Slalements

Year ended March 31, 2006

4. Accounts Receivable and Advances
Thie following table presents details of accounts receivable and advances;

{in thousands of dollars) 2006 2005
Receivables from ofher govemmen! depariments
and agencias 22744 510,734
Receivables from external parties 5828 6,495
Emplovees advances 193 184
Cash 446 308

8,211 17,73

Lagsg:
Alowance for doubtful accounts on extermal receivables (495) (B612)
Total 58,716 217119

5. Tangible Capital Assels

{in thousands of doflars)
Lol Accumulated amartization
Capitad assed | Opaning | Acqusst- ::um“" Closing Qipening | Amortiz- IErl;I““l:E Clizsang Met book Hﬂﬂ:’fﬁ
clagy Dakans bicans atts bafance lﬂmﬂu u_l:l-:-n nji balance vl viln
Land B3 5 < 5 3,331 5 ?Wj 5 - 5 - F - 33| 33N
Buddings 245110 4320 | 254, 132, B85 =| 141380| | 108548 113,320
Machineng
and
Bguipmant 55,355 12.806] 1657 66604 23T 3248 1,087) 26512 40072 H0.E84
268,753) 4,906 2338 31,323 851 11,268
12383 3,184 2004 13,482 19,822 14,783
o - - 7.574 3,804
3855) 1111 3] 5053 3.250 3,003

S 263 521048 E.ﬂj 217700 | S152 B40] S1B0.451

Amaortization expense for the year ended March 31, 2006 is 521,049 (2005 - 521,553),
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Moles to the Financial Statements

Year ended March 31, 2006

6. Employes Benafils
{a} Pension beanafits:

The Agency's employeas paricipate in the Public Sarvice Pension Plan, which is sponsored and
administrated by the Government of Canada. Pension benefils acerue up to 2 maximum pariod
of 35 years at a rate of 2 parcent per year of pensionable service times the average of the bast
five conseculive years of eamings. The benefils are integrated with Canada/Quebec Pension
Plans banefils and are indexed to nflalon,

Baoth the employess and the Agency contribute o the cost of the Plan. The 2005-2006 expanse
is 552 699,000 (2005 - 544,070,000) which represents approximately 2.6 imes the contributions
by employees.

(b} Severanca banefils

The Agency provides severance banefits to ité employess based on elgibility, years of service

and final salary. These severance benefils are nol pre-funded. Benefits will be paid from fubure
approprigtions. Information aboul the severance benefits, measured as March 31, is as follows:

{in thousands of dollars) 2006 2005
Accrued benafit obligation, baginning of year 567,145 563,798
Expense for the year 14,771 B,388
Benafits paid during the year _(6.469) {5,050}
Accrued benefit obligation. end of year 575,447 67,145

7. Compensation Payments

The Healtth of Anmmals Act and the Plant Protection Act allow for the Mindistar, via the Ageney, o
compensaie owners of animals and plants destroyed pursuani io the Adls. During the year,
compensation payments incumed pursuant to these two Acts totaled 59478000 (2005 -
§72,850,000). Thase paymenis partained 10 the following diseases:

{in thousands of dollars) 2006 2005
Bovine Tuberculosis 52,706 100
Plum Pox Virus 2,139 3,132
Emaerald Ash Borer 1,780 2BE
Avian Influenza 1,573 67,783
Scrapie o852 1897
Cihwir il 1,150

478 a72.658
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Contingent Liabllities
(e} Contaminated sites

Liabilities are acorued io record the estimated costs related fo the management and remegdiation
of contaminated siles where the Agency is obligated or likaly io be obfigaled to incur such costs,
The Agency has identified two siles (none in 20035) where such action is possible and for which a
lEability of 5264,000 has been recordad. The Agency's onpgoing effort to assess contaminated
sites may resull in addilional environmental liabilities relaled to newly ientified sites, or changes
in the assassmenis or intended wse of existing siles. Thessa liabilities will be scorued by the
Agency in the year in which they become known,

() Claims and ltigation

Claims have been made against the Agency in the normal course of operations, including class
pclion suits against the Agency and other defendants related to bovine spongiform
encephalopathy (BSE) for which the amouwnts claimed have not been specified. Legal
proceedings for claims totaling approximately 5340 million (2005 - 5330 milon) were still pending
al March 31, 2006. Some of these potential labilties may become aclual abilities when one or
rong fulure evanls oocur o fad 1o ottur. To the eadent that the future event is likely {o ocour or
fail to occur, and a reasonable estmate of the loss can be made, an estimated liability |s accruad
and an expense recorded In the financial stalements,

Centractual Obligations

The nature of the Agency’s activities can result in some large mulli-year contracts and obligations
wheraby the Agency will be obligated 1o make fulure payments when the sendces/poods are
recaived. Significant contractual obligations that can be reasonably estimated are summasized
&3 follows:

{in thousands of 2007 2008 2009 2010 2011 and Tolal
dollars) ihereafter

Capital projects §1.753 51,182 5 - 5 - $ - $2,935
Operating leases 31 25 19 14 320 409
Other agreements 3,111 815 223 181 170 4,500
Total $4,805 $2,022 $242 §105 $490 §7.844
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10. Related Party Transactions

The Agency is retaled a3 a resull of common ownership to all Government of Canada
departments, agencies, and Crown corporations. The Agency enlers ino lransaclions with these
aniitias in tha normal cowrse of business and on normal trade lerms. In addithon, thae Agancy has
several agreements with Agriculture and Agri-Food Canada relaled to the operation of is finance
and administrative systems and some adminisirative activities with Health Canada related to the
operations and maintenance of the Winnipeg Laboratory.

The fotal value of services received from and provided 1o relafed parties, including services
withoul charge, iofalsd 5129892000 (2005 - $107.245,000). These services have bean
axchangad with the fellowing depariments and agencias:

(ir thowsands of dallars) 2008 2005
Fublic Works and Government Services Canada 081 2,082
Treasury Board of Canada, Secretarial 36,936 36,770
Canada Customs and Revenue Agency 20,430 3,720
Agriculture and Agri-food Canada 8157 G.o41
Fublic Health Agency of Canada &, 738 -
Depariment of Juslice Canada 4 643 3,589
Health Canada 2,856 5,862
MNational Defence 26249 3,048
Cher 7,642 5125
5 129,892 5107 245

Also  during the year, the Agency received wilhoul charge from  ofther  depariments,
accommodation, legal fees and the employer's confribution fo the health and dental insurance
plans, These services withoul charge hawe been recognized in the Agency's Sialement of
Oparations as follows:

{in thowsands of dollars) 2006 2006
Accommodation §22 538 $21 405
Employer's conlribution (o the healith and dantal insurance plans 31,111 25,8148
Legal servicns 9,410 745
Audit services 195 250

253,354 548,018

The Government of Canada has streclured some of fs administrative activilies for efficiency and
cosl-effectiveness purposes so thal one department performs these on behalf of all wilhout
charge. The cost of these services, which include payroll and cheque issuance services provided
by Public Works and Government Services Canada, are nol inciuded In the Agency's Stalement
of Dperabions,

a7
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Recaivabies and payables outstanding at year-end with related parties are a5 follows:

{im thousands of doflars) 2006 2005

Accounis receivable from other governmeni departments and agencies 52,744 210,739
Accounis payable to other government departments and agencies 8,149 7.990

11. Comparative Information

Comparative figures have been reclassified to conlarm o the current year's presentation.

12. Subsequent Event

On Awgust 11, 2006, the Agency confirmed ihe detection of a senous polato pesi, Golden
Nemalode, in a 30-acre field on a farm in Quebec. Golden Memalode and Pale Cyst Nematode
are two species of Polalo Cyst Mematodes conzidered guaranting pesls inlemationally because
théy can dramatically affect the yviedds of polaloss and other host crops, such as tomatoes and
eggplants, Polato Cysi Memalodes are notl hazardows to human health. On August 17, 2006, the
agancy declarad an emergency undear the authority of Treasury Board (o allow the Ageancy fo take
prompt aclion beyond nommal business activities in order to control the pesi,

in such circumstances, the Agency s authorized by law 10 lake strict quarantng measures, Since
the axtent of the infesiation s unknown, the financial impact cannot be estimated at this time,
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4. OTHER ITEMS OF INTEREST*

4.1 Details of Summary of Performance Results and Spending

-E})) Included in Section 1.3 — Summary Information is Table 1.3.3 — Summary of Performance Results and Spending.
According to Treasury Board guidelines, Table 1.3.3 is part of an overall summary of the Agency’s performance in
relation to the targets it set for itself.34 The table presents the performance results for groupings of individual targets,
which have been “rolled-up” for the sake of the summary. The breakdown of the individual targets and associated
performance results is detailed in Table 4.1.1.

* (unaudited)
34 For details on the target-setting process, please refer to Section 2.1 — How the Agency Plans and Reports.

B3



Canadian Food Inspection Agency

| Table 4.1.1 — Details of Summary Performance of Results and Spending

Result
Opportunity for
improvement (X)
Met* (V)

Targeted Performance Actual Target3s Exceeded (V+)

Strategic outcome: Protection from preventable health risks related to food safety or the transmission of animal diseases to humans

Government of Canada outcome: Healthy Canadians with access to quality health care

Program activity: Food safety and public health

Program sub-activity: Managing food safety risks

Expected result: Industry complies with federal acts and regulations
Registered food establishment compliance — Meat 87% None36 —
Registered food establishment compliance — Fish and seafood 99% = 99% v
Registered food establishment compliance — Processed products 97%" = 98% v
Registered food establishment compliance — Shell egg 98%" = 99% v
Registered food establishment compliance — Processed egg N/A = 99% —
Registered food establishment compliance — Dairy 86% = 99% X37
Compliance with chemical residue testing — Meat 96% =95% v
Compliance with chemical residue testing — Fish and seafood 98% =95% v+
Compliance with chemical residue testing — Fresh fruits 99% =95% v+
and vegetables
Compliance with chemical residue testing — Processed products 99% = 95% v+
Compliance with chemical residue testing — Honey 94%" = 95% v
Compliance with chemical residue testing — Shell egg 93% = 95% X38
Compliance with chemical residue testing — Processed egg N/A = 95% —
Compliance with chemical residue testing — Dairy 99% = 95% V+
Investigation of known food safety incidents 88% =90% X39

* A variation of +/- 1% from the target is interpreted as “met.”

35 performance targets are based on historical averages of actual performance or on expected results of effective programming (see page 11 for further
discussion on targets). When key targets have not been met, the regulated parties are required to undertake corrective actions and are subject to
re-inspection to confirm that the steps have been undertaken to address deficiencies. Also, the Agency has action plans in place to address programs
that fall below established targets. Industry compliance targets of less than 100% are representative of the Agency’s risk-based inspection approach
which targets areas of high-risk and past non-compliance.

36 As of December 2005, the meat slaughter and processing industry has moved to a new food safety control system (Hazard Analysis Critical Control
Point system or HACCP), and the Agency has begun to adjust its inspection activities accordingly. During the transition phase lower compliance
rates were expected. The 87% compliance rate is a measure of the transition to the new system. Also, during the transition the traditional inspection
system was maintained. Compliance rates under the traditional system have historically exceeded 95%.

37 New control standards have been recently introduced for these commodities. The compliance rate in this case reflects the adjustment to more
comprehensive controls and a change in inspection standards as opposed to a deterioration of industry performance. An action plan has been
established to address the variance between the target and results achieved.

38 Maximum levels have not been established by Health Canada for specific chemical residues. Therefore any residue found is considered to be
a violation; however, these levels are extremely low and Health Canada considers that they do not pose significant risks to Canadian consumers
of these products.

39 The target for this investigation program is to establish strategies for managing 90% of the high- and medium-level risks identified in the
non-registered sector. An action plan has been established to address the variance between the target and results achieved.

IL
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| Table 4.1.1 — Details of Summary Performance of Results and Spending (continued)

Result
Opportunity for
improvement (X)
Met* (V)

Targeted Performance Actual Target*0 Exceeded (V+)
Expected result: Food safety recalls and incidents are contained in a timely and effective manner

Timeliness of public food recall warnings 100% 100% v
Program sub-activity: Controlling the transmission of animal diseases to humans
Expected result: Animal diseases that are transmissible to humans are controlled within animal populations

® Level of sampling, as compared with OIE standards 57,768 30,000 v

e Compliance with cattle tagging regulations 99% = 97% v+

e Compliance with SRM removal regulations in federally-registered 97% = 97% v

plants

¢ Number of new cases (if any) of BSE outside accepted parameters 0 0 v
Strategic outcome: A fair and effective regulatory regime for food, animals and plants
Government of Canada outcome: A fair and secure marketplace
Program activity: Science and regulation
Program sub-activity: Protecting consumers and the marketplace from unfair practices
Expected result: Deceptive and unfair market practices are deterred

e Compliance with quality standards for non-pedigreed seed 86% = 85% v

e Compliance with quality standards for pedigreed seed 92% = 95% x4

e Compliance with varietal purity standards for seed 99% = 97% v+
Program sub-activity: Certifying exports
Expected result: Other governments’ import requirements are met

* Meat — Requirements of importing countries met =99% =99% v

e Fish and seafood — Requirements of importing countries met = 99% = 99% v

e Egg — Requirements of importing countries met =99% =99% v

* Dairy — Requirements of importing countries met N/A42 = 99% —

* A variation of +/- 1% from the target is interpreted as “met.”

40 performance targets are based on historical averages of actual performance or on expected results of effective programming (see page 11 for further
discussion on targets). When key targets have not been met, the regulated parties are required to undertake corrective actions and are subject to
re-inspection to confirm that the steps have been undertaken to address deficiencies. Also, the Agency has action plans in place to address programs
that fall below established targets. Industry compliance targets of less than 100% are representative of the Agency’s risk-based inspection approach
which targets areas of high-risk and past non-compliance.

41 Although the compliance rate fell short of the performance target, the compliance rate fell within expected thresholds based on a ten-year average.
An action plan has been established to address the variance between the target and results achieved.

42 While this performance information is not currently available, CFIA is making progress on collecting information on this activity and will continue

to report on the data as it becomes available.
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| Table 4.1.1 — Details of Summary Performance of Results and Spending (continued)

Result
Opportunity for
improvement (X)
Met* (V)
Targeted Performance Actual Target*3 Exceeded (V+)
Strategic outcome: A sustainable plant and animal resource base
Government of Canada outcome: A clean and healthy environment
Program activity: Animal and plant resource protection
Program sub-activity: Protecting Canada’s crops and forests
Expected result: Entry and domestic spread of requlated plant diseases and pests are controlled
Number of new regulated plant diseases or pests introduced into
Canada through regulated pathways (if any) 4 None X44
Increase (if any) in size of regulated areas for plant diseases/pests Some increase No increase V45
attributable to human activity
Number of pest surveys that are completed as per workplan 100% 100% v
Expected result: Industry complies with federal acts and regulations
Fertilizers and supplement (non-biotechnology) — compliance with 82% =95% X46
efficacy standards
Fertilizer and supplement — compliance with safety standards (heavy 96% = 95% v
metals, pathogens, and pesticide contamination)
Program sub-activity: Protecting Canada'’s livestock
Expected result: Entry and domestic spread of animal diseases are controlled
e Number of new regulated animal diseases introduced into None None v
Canada through regulated pathways (if any)
e Increase (if any) in proportion of domestic animals infected Some increase No increase X47
with a regulated animal disease in Canadian herds or flocks
Expected result: Industry complies with federal acts and regulations
e Percentage of feed mills that are compliant 96% = 95% v
(without major deviations)
® Percentage of feed renderers that are compliant 93% =93% v
(without major deviations)
* A variation of +/- 1% from the target is interpreted as “met.”

43 Performance targets are based on historical averages of actual performance or on expected results of effective programming (see page 11 for further
discussion on targets). When key targets have not been met, the regulated parties are required to undertake corrective actions and are subject to
re-inspection to confirm that the steps have been undertaken to address deficiencies. Also, the Agency has action plans in place to address programs
that fall below established targets. Industry compliance targets of less than 100% are representative of the Agency’s risk-based inspection approach
which targets areas of high-risk and past non-compliance.

44 Following the detection of these new regulated pests, the CFIA responded immediately to determine the extent of the introduction and establish
control measures to prevent the spread of these pests.

45 The CFIA successfully controlled the spread and eradication of three of the five plant pests and diseases that were the focus of the Agency in
2005-06 (PW, ALHB, PPV). Efforts in relation to the remaining two pests have not yet resulted in a decrease in the regulated areas for those pests.
(BSLB & EAB). Therefore, this target was met.

46 Compliance rates have remained static over the past five years. The CFIA and the fertilizer industry are working to increase compliance through the
implementation of a permanent consultative body where corrective action will be agreed upon and implemented.

47 The Agency is reporting on the tracking of three animal diseases: CWD, TB, and Scrapie. The Agency found no increase in CWD, and increases in TB
and Scrapie. None of the infected animals entered the food chain and there is no risk to other human health. An action plan has been established to
address the variance between the target and results achieved.
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| Table 4.1.1 — Details of Summary Performance of Results and Spending (continued)

Result
Opportunity for
improvement (X)
Met* (V)
Targeted Performance Actual Target*8 Exceeded (V+)
Program sub-activity: Assessing agricultural products
Expected result: Agricultural products meet the requirements of federal acts and regulations
Novel fertilizer and supplement testing — compliance with efficacy and 92% =95% X49
safety standards (biotechnology)
Compliance of confined field trials for plants with novel traits (PNTs) 94% = 90% v+
Strategic outcome: Canada'’s food supply and agricultural resource base are secure from deliberate threats
Government of Canada outcome: Safe and secure communities
Program activity: Public security
Program sub-activity: Preparing for emergencies
Expected result: The Agency is in a state of readiness for an effective, rapid response to emergencies
Implementation of Public Safety and Emergency Preparedness Canada’s Partial Full X350
(PSEPC) National Emergency Response System (NERS)
* A variation of +/- 1% from the target is interpreted as “met.”

48 performance targets are based on historical averages of actual performance or on expected results of effective programming (see page 11 for further
discussion on targets). When key targets have not been met, the regulated parties are required to undertake corrective actions and are subject to
re-inspection to confirm that the steps have been undertaken to address deficiencies. Also, the Agency has action plans in place to address programs
that fall below established targets. Industry compliance targets of less than 100% are representative of the Agency’s risk-based inspection approach
which targets areas of high-risk and past non-compliance.

49 A permanent consultative body has been created, which will facilitate the promotion of improved compliance.

50 This target, to implement all aspects of Public Safety and Emergency Preparedness Canada’s (PSEPC) National Emergency Response System (NERS),

was met in June 2006.
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4.2 Notes on Reporting Against
the Report on Plans and
Priorities

As discussed in Section 2.1 — How the Agency Plans
and Reports, the Agency is required to report on its
performance against the 2005-06 Report on Plans and
Priorities (RPP). The 2005-06 Performance Report has
also been structured to reflect the Agency’s performance
over the reporting year in the most accurate manner
possible. While the Performance Report reflects the
Strategic Outcomes, program activities, program sub-
activities and expected results around which the RPP

is structured, discrepancies between the two documents
may exist, including:

* Ongoing strategies and special initiatives as related
to expected results: The complexity of the Agency’s
business demands that the CFIA engage in a number
of ongoing strategies and special initiatives that
collectively contribute to the achievement of expected
results (as outlined in the RPP). There is therefore not
a linear correlation between any one strategy/
initiative and expected result. However, for the
purposes of reporting, ongoing strategies and special
initiatives have been associated with one main
expected result.

* Reporting on selected strategies and special
initiatives: The RPP sets out a number of strategies
and initiatives to support the achievement of the
Agency’s Strategic Outcomes. Where possible, perfor-
mance information is presented for each ongoing
strategy. However, to more accurately reflect perfor-
mance and to enhance clarity, a number of strategies
are often discussed under a single strategy heading.
For example, under “Managing food safety risks,”
inspection activitiess! and program design/re-design
are listed as two separate strategies in the 2005-06
RPP, however, in the Performance Report, the two
strategies are discussed as one, under the heading
“Inspection Activities.” Results chains appear under
each Strategic Outcome and outline the strategies
discussed in this report.

e Sound agency management: The RPP presents its
plan for sound agency management along with
the Agency’s four other Strategic Outcomes. While
the CFIA places a high priority on effective internal
management as it contributes to the Agency’s ability
to fulfill its mandate, this performance information
is discussed separately in this report.

51 Please note that inspection activities under this program sub-activity are listed as “verification activities” in the RPP. It was changed to prevent

confusion with the audit-related implications of the term “verification.”
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