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President’s Report
Huron Bay has just finished celebrating its 70th anniversary since it
started as the Teeswater District Co-op in 1951. There have been many
changes over the years to get to where we are now; including additional
locations, larger and more high-tech equipment, and improved seed
genetics just to name a few. Change is the one constant in agriculture,
and Huron Bay is always evolving to keep up.
It has been another year full of extra challenges due to COVID-19. With
supply chain shortages to staff shortages, it has created additional work
for all staff. We are so fortunate to have such a devoted team; because
of their hard work, Huron Bay has had another successful financial year.
We completed $2.2 million in capital improvements and returned $950
thousand to members in the form of member loan interest and
repayment of patronage loans. Pre-tax income saw a $540 thousand
improvement over the prior year.
I would like to thank Kelly, and all the employees of Huron Bay, for their
dedication and hard work in these trying times. Without you, we would
not be where we are today. The continued success of Huron Bay belongs
to you! I would like to thank the members and customers for
their loyalty. Your support helps us to keep a strong presence in
all the communities that we serve. Finally, I would like to thank
my fellow directors of the board; your commitment to the success of
Huron Bay is much appreciated.
Here's to another 70 years of growth and success!

Andrew Black
President
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General Manager’s Report
Huron Bay Co-op had a strong year in 2021, despite the
continued distractions caused by COVID-19. Support
from
our
local communities continues, and we have
been gratified by the increased business with our stores
leading the way with over 10% growth. Our staff are to
be congratulated as well for their continued hard work
and dedication to the care of our customers.
We continue to see improvements in our financials.
Receivables are down $1.25 million from last year and $2.3
million from 2019. We repaid $1.12 million in long-term
debt. Although the operating line is up, $640 thousand, we
had an additional $1.5 million in fertilizer and chemical
inventory as we began to position for spring 2022. Other
highlights for me, were repayment of outstanding
patronage loans to our members, and the bolstering of our
general reserve.
Improvements like the Wiarton storefront, new doors,
lighting, and signage continue to enhance the look of our
facilities. Six new spreaders, the Dundalk Vector/Amazone,
the new Rogator in Walkerton, as well as additions to our
truck fleet have improved our service capabilities.
We continue to work with North Wellington Co-op, sharing
resources in personnel, trucks, and equipment. Both cooperatives have enjoyed the benefits of this relationship,
increasing profitability along the way. These co-ops have
the potential to do great things together!
Thank you for your business and your support of Huron Bay
Co-op!
Co-operatively yours,

Kelly Boyle
General Manager
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In preparing the financial statements, management is responsible for assessing Huron Bay Co
operative Inc.'s ability to continue as a going concern, disclosing, as applicable, matters related
to going concern and using the going concern basis of accounting unless management either
intends to liquidate the Co-operative or to cease operations, or has no realistic alternative but
to do so.
Those charged with governance are responsible for overseeing Huron Bay Co-operative Inc.'s
financial reporting process.
Auditor's Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a
whole are free from material misstatement, whether due to fraud or error, and to issue an
auditor's report that includes our opinion. Reasonable assurance is a high level of assurance,
but is not a guarantee that an audit conducted in accordance with Canadian generally accepted
auditing standards will always detect a material misstatement when it exists. Misstatements
can arise from fraud or error and are considered material if, individually or in the aggregate,
they could reasonably be expected to influence the economic decisions of users taken on the
basis of these financial statements.
As part of an audit in accordance with Canadian generally accepted auditing standards, we
exercise professional judgment and maintain professional skepticism throughout the audit. We
also:
Identify and assess the risks of material misstatement of the financial statements,
whether due to fraud or error, design and perform audit procedures responsive to those
risks, and obtain audit evidence that is sufficient and appropriate to provide a basis for
our opinion. The risk of not detecting a material misstatement resulting from fraud is
higher than for one resulting from error, as fraud may involve collusion, forgery,
intentional omissions, misrepresentations, or the override of internal control.
Obtain an understanding of internal control relevant to the audit in order to design
audit procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the Co-operative's internal control.
Evaluate the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by management.
Conclude on the appropriateness of management's use of the going concern basis of
accounting and, based on the audit evidence obtained, whether a material uncertainty
exists related to events or conditions that may cast significant doubt on the Cooperative's ability to continue as a going concern. If we conclude that a material
uncertainty exists, we are required to draw attention in our auditor's report to the
related disclosures in the financial statements or, if such disclosures are inadequate, to
modify our opinion. Our conclusions are based on the audit evidence obtained up to the
date of our auditor's report. However, future events or conditions may cause the Cooperative to cease to continue as a going concern.
Evaluate the overall presentation, structure and content of the financial statements,
including the disclosures, and whether the financial statements represent the
underlying transactions and events in a manner that achieves fair presentation.
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We communicate with those charged with governance regarding, among other matters, the
planned scope and timing of the audit and significant audit findings, including any significant
deficiencies in internal control that we identify during our audit.

Chartered Professional Accountants, Licensed Public Accountants
Hanover, Ontario
December 10, 2021
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The accompanying notes are an integral part of these financial statements.
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Huron Bay Co-operative Inc.
Statement of Retained Earnings
For the year ended September 30
Retained earnings, beginning of the year
Membership fees received
Net income for the year
Retained earnings, end of the year

The accompanying notes are an integral part of these financial statements.
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2021

2020

$ 2,523,594 $ 2,378,140
855

585

566,823

144,869

$ 3,091,272 $ 2,523,594

Huron Bay Co-operative Inc.

Statement of Operations
For the year ended September 30
Sales
Less UPI Inc. share of joint venture sales

2021

2020

$47,650,866
5,235,151

$ 45,335,874
5,055,792
100.0 % 40,280,082

42,415,715

100.0 %

Cost of sales

34,255,241

80.8

33,043,212

82.0

Gross margin

8,160,474

19.2

7,236,870

18.0

Other operating income

1,624,925

3.8

1,357,365

3.4

Gross income

9,785,399

23.0

8,594,235

21.4

Operating expenses (Note 13)
Salaries, wages and benefits
Facility and equipment
Administrative

4,691,351
3,549,481
706,995

11.1
8.4
1.7

11.2
8.3
1.6

8,947,827

21.2

4,514,456
3,343,291
653,311
8,511,058

Net operating income

837,572

1.8

83,177

0.3

Other income (Note 14)

847,826

2.0

2.8

1,685,398

3.8

1,117,893
1,201,070

Interest expense

913,961

2.2

1,030,421

2.6

Income before income taxes

771,437

1.6

170,649

0.5

204,614
$ 566,823

0.5

25,780
144,869

0.1

Income taxes
Future
Net income for the year

1.1% $

The accompanying notes are an integral part of these financial statements.
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21.1

3.1

0.4 %

Huron Bay Co-operative Inc.
Statement of Cash Flows
For the year ended September 30

2021

2020

Cash provided by (used in)
Operating activities
Net income for the year
Items not involving cash
Non-cash portion of patronage income
Amortization of property, plant and equipment
Future income taxes
Interest reinvested in member loans
Gain on disposal of property, plant and equipment
Net change in non-cash working capital balances (Note 15)

$

566,823 $

144,869

(354,860)
1,144,028
204,614
225,876
(74,329)

(210,627)
1,049,060
25,780
261,945
(12,274)

1,712,152
(750,731)

1,258,753
2,500,109

961,421

3,758,862

213,774
(2,169,058)

218,442
(2,105,234)

(1,955,284)

(1,886,792)

640,962
910,308
(19,607)
762,504
(1,123,748)
1,229,397
(947,375)
(407,560)
855

(2,102,218)

1,045,736

(1,866,471)

Net increase in cash during the year

51,873

5,599

Cash position, beginning of the year

21,595

15,996

Investing activities
Proceeds on disposal of property, plant, and equipment
Acquisition of property, plant and equipment

Financing activities
Net increase (decrease) in bank operational borrowings
Additions to capital lease obligations
Repayment of capital lease obligations
Additions to long-term debt
Repayment of long-term debt
Proceeds on issue of member loans
Repayment of member loans
Repayment of patronage loans
Membership fees received

Cash position, end of the year
The accompanying notes are an integral part of these financial statements.
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$

73,468 $

1,094,145
(945,118)
827,239
(739,914)
(1,190)
585

21,595

Huron Bay Co-operative Inc.
Notes to Financial Statements
September 30, 2021
1.

Significant Accounting Policies
Nature of Business Huron Bay Co-operative Inc. (the "co-operative") is incorporated

without share capital under the CoLOperative Corporations Act in
the Province of Ontario and is engaged in marketing of grain, retail
sales of agricultural products, petroleum and related services.

A significant amount of merchandise for resale is purchased from
GROWMARK, Inc., UPI Energy FS and Peavey Industries LP in
accordance with supply agreements. GROWMARK, Inc. is an
agricultural co-operative corporation and a wholesale supplier of
agricultural products in Ontario and the midwestern United States.
UPI Energy FS, a division of GROWMARK, Inc., supplies petroleum
products. Peavey Industries LP is a wholesale supplier of hardware
products.
Basis of Accounting These financial statements have been prepared in accordance with

Canadian accounting standards for private enterprises (ASPE).

Interests in Joint
Arrangements

The co-operative has elected to account for its interests in
jointly controlled enterprises by performing an analysis of each
such interest and determining whether it represents a right to the
net assets, or rights to the individual assets and obligations for the
individual liabilities, relating to the joint arrangement. It has
determined their ownership with UPI Energy FS results in the rights
to the individual assets and obligations for the individual liabilities,
therefore they have recorded their 50%share of the respective
assets, liabilities, and operations, based on their ownership
interest. The significant investments and their percentage
ownership is as follows:
Petroleum joint arrangement with UPI Energy FS - 50% owned

Use of Estimates

The preparation of financial statements in accordance with
Canadian accounting standards for private enterprises requires
management to make estimates that affect the reported amounts
of assets and liabilities at the date of the financial statements, and
the reported amounts of revenues and expenses during the
reporting period. Actual results could differ from management's
best estimates as additional information becomes available in the
future. The use of estimates is primarily related to the allowance
for doubtful accounts, amortization of property plant and
equipment, accounts payable, and future income taxes.
14

Huron Bay Co-operative Inc.
Notes to Financial Statements
September 30, 2021
1.

Significant Accounting Policies (continued)
Financial Instruments Financial Instruments are recorded at fair value at initial

recognition. In subsequent periods, equities traded in an active
market and derivatives are reported at fair value, with any change
in fair value reported in income. All other financial instruments
are reported at cost or amortized cost less impairment.
Transaction costs on the acquisition, sale or issue of financial
instruments are expensed for those items measured at fair value
and charged to the financial instrument for those measured at
amortized cost.
Financial assets are tested for impairment when indicators of
impairment exist. When a significant change in the expected
timing or amount of the future cash flows of the financial asset is
identified, the carrying amount of the financial asset is reduced
and the amount of the write-down is recognized in net income. A
previously recognized impairment loss may be reversed to the
extent of the improvement, provided it is not greater than the
amount that would have been reported at the date of the reversal
had the impairment not been recognized previously, and the
amount of the reversal is recognized in net income.

Revenue Recognition Revenue is recognized when earned; as services are rendered or as

products are delivered to customers. Retail sales are recorded at
the time of transaction, bulk sales are recorded upon delivery,
service income is recorded as work is completed, and interest
income is recorded when charged. The amount of the revenue must
be fixed or determinable, collectability must be reasonably
assured, and the title and risks of ownership passed to the buyer.
Growmark Patronage is recognized in the period to which it relates.

Foreign Currencies Transactions and balances involving foreign currencies are recorded

using the temporal method. At the transaction date, each asset,
liability, revenue and expense is translated into Canadian dollars
using the exchange rate in effect at that date. At the year end
date, monetary assets and liabilities are translated into Canadian
dollars using the exchange rate in effect at the year end date. The
resulting foreign exchange gains and losses are included in income
in the current period.

Inventory

Inventory is valued at the lower of cost and net realizable value.
Cost is determined on the first-in, first-out basis.

Investments
15

Investments are carried at cost.

Huron Bay Co-operative Inc.
Notes to Financial Statements
September 30, 2021
1.

Significant Accounting Policies (continued)
Intangible Assets

Property, Plant
and Equipment

Intangible assets are recorded at cost less accumulated
amortization. Amortization is calculated on the straight line basis
over the 10-year estimated useful life of the asset.
Property, plant and equipment are recorded at cost less
accumulated amortization. Amortization is based on the estimated
useful life of the asset and is calculated as follows:
Land improvements
Buildings
Machinery and equipment
Vehicles
Computer system

Impairment of
Long-Lived Assets

· 8% diminishing balance basis
- 4-10% diminishing balance basis
· 15-20% diminishing balance basis
- 20% diminishing balance basis
- 30% diminishing balance basis

In the event that facts and circumstances indicate that the co
operative·s long-lived assets may be impaired, a test of
recoverability would be performed.
Such a test entails comparing the estimated future undiscounted
cash flows associated with the asset to the asset's carrying amount
to determine if a write-down to market value or discounted cash
flow value is required.
For purposes of recognition and measurement of an impairment
loss, a long-lived asset is grouped with other assets and liabilities
to form an asset group at the lowest level for which identifiable
cash flows are largely independent of the cash flows of other assets
and liabilities. The Co-operative completed an evaluation and
determined no impairment allowance was needed.

Income Taxes

The Co-operative applies the future income taxes method of
accounting for income taxes. Under this method, future income tax
assets and liabilities are determined based on the difference
between the carrying amounts of existing assets and liabilities and
their respective tax bases. Any change in the net amount of future
income tax assets and liabilities is included in income. Future
income tax assets and liabilities are determined based on enacted
or substantively enacted tax rates and laws which are expected to
apply to taxable income for the years in which the assets and
liabilities will be recovered. Future income tax assets are
recognized when it is more likely than not that they will be
realized.
16

Huron Bay Co-operative Inc.
Notes to Financial Statements
September 30, 2021

1. Significant Accounting Policies (continued)
Patronage Loans

Employee Future
Benefits

Leases
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The Board of Directors may approve and allocate a share of net
income to members based on the amount of business conducted
with the co-operative. The non-cash portion of the amount is
allocated to each member in the form of a loan without interest or
specific repayment terms. The total amount of these loans is
reported as a component of member loans and debentures on the
balance sheet.
The Co-operative has defined contribution pension plans for senior
management and other employees. The Co-operative's pension
costs are charged to operations as contributions are due.
Contributions are a defined amount based upon a set percentage of
salary.
Leases are classified as capital or operating leases. A lease that
transfers substantially all of the benefits and risks incidental to the
ownership of property is classified as a capital lease. At the
inception of a capital lease, an asset and an obligation are
recorded at an amount equal to the lesser of the present value of
the minimum lease payments and the property's fair value at the
beginning of the lease. Assets recorded under capital leases are
amortized in the same manner as property, plant and equipment.

Huron Bay Co-operative Inc.
Notes to Financial Statements
September 30, 2021

2. Accounts Receivable

Trade accounts
Less allowance for doubtful accounts
Other receivables

2020

2021

$ 6,654,160 $ 7,648,677
(1,651,355) (1,557,224)
6,091,453
894,754

5,002,805
733,982

$ 5,736,787 $ 6,986,207
Credit risk

The co-operative's accounts receivable are exposed to credit risk. Credit risk is the risk
that one party to a financial instrument will cause a financial loss for the other party by
failing to discharge an obligation. The co-operative is exposed to credit risk resulting from
the possibility that a customer or counterparty to a financial instrument defaults on their
financial obligations, if there is a concentration of transactions carried out with the same
counterparty, or from financial obligations that have similar economic characteristics such
that they could be similarly affected by changes in economic conditions. There have been
no changes from the previous year in the co-operative·s exposure to this risk.
A significant portion of the co-operative's trade accounts receivable are to individuals in
the agricultural industry and, as such, the co-operative is exposed to all the risks of that
industry.
Accounts receivable include amounts owing from 9 members (2020 - 13) totalling
$1,784,298 (2020 - $2,221,851), which represents 27% of accounts receivable at September
30, 2021 (2020 - 29%).
The allowance for doubtful accounts of $1,651,355 is based on prior years' bad debt
experience and represents specific accounts, the collection of which management believes
to be a concern. The establishment of the allowance relies on the judgment of
management, on historical precedent, and expectations as to future developments. The
process of determining the allowance for doubtful accounts involves risks that the actual
results will deviate, perhaps materially, from the best estimates made.
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Huron Bay Co-operative Inc.
Notes to Financial Statements
September 30, 2021

3. Inventory
Feed
Fertilizer
Chemical
Seed
General merchandise
Petroleum

2021

$

303,810 $ 320,325
2,148,516
807,682
995,560
879,136
272,786
194,924
3,166,171
3,067,723
135,468
63,693

$ 7,022,311

$ 5,333,483

2021

2020

4. Investments
GROWMARK, Inc.
1 common share
27,325 Class D preferred shares (2020 - 25,711)
Share subscriptions receivable

2020

62
62 $
3,277,050
3,066,423
354,860
210,627

$

$ 3,631,972 $ 3,277,112
The fair value of the GROWMARK, Inc. shares is not practicable to determine in the
absence of published market quotations.
Currency risk
Currency risk is the risk that the fair value or future cash flows of a financial instrument
will fluctuate because of changes in foreign exchange rates. The co-operative is exposed
to currency risk with respect to its investment in the shares of GROWMARK, Inc., a U.S.
company. The shares held in GROWMARK, Inc. are denominated in U.S. currency and have
been translated to Canadian dollars at the historical exchange rate at the times of their
issuance to the co-operative. There have been no changes from the previous year in the cooperative's exposure to this risk.
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Huron Bay Co-operative Inc.
Notes to Financial Statements
September 30, 2021
5. Intangible Assets

Intangible assets represent Huron Bay Co-operative lnc.'s cost to acquire an expanded
petroleum and propane distribution territory.

Cost
Less accumulated amortization

6. Property, Plant and Equipment

2020

$

634,500 $
(494,300)

634,500
(492,140)

$

140,200 $

$ 1,233,365 $
103,264
7,067,499
6,657,241
6,075,041
900,963

52,632
2,108,999
4,456,783
3,442,965
785,558

Accumulated
Cost Amortization
$ 1,165,567 $
103,264
48,229
6,792,589 1,875,593
6,180,324 4,170,892
5,546,248 3,458,389
822,951
752,816

$22,037,373 $10,846,937 $ 20,610,943

Net book value

$11,190,436

142,360

2020

2021
Accumulated
Cost Amortization

Land
Land improvements
Buildings
Machinery and equipment
Vehicles
Computer system

2021

$ 10,305,919
$ 10,305,024

Assets held under capital leases in the amount of $342,252 (2020- $-) with related
accumulated amortization in the amount of $25,669 (2020- $-) are included in machinery
and equipment.
Assets held under capital leases in the amount of $568,056 (2020- $-) with related
accumulated amortization in the amount of $56,806 (2020- $-) are included in vehicles.
20

Huron Bay Co-operative Inc.
Notes to Financial Statements
September 30, 2021
7. Operational Borrowings
Bank operating loan, prime rate plus 0.50%

2021

2020

$ 2,933,573 $ 2,292,611

The co-operative has a demand revolving loan facility for a maximum of $12.6 million
subject to a margin calculation, and bearing interest at the bank's prime rate plus 0.50%.
Collateral for the facility consists of a general security agreement, security pursuant to
section 427 of the Bank Act, registered collateral mortgage in the amount of $2.5 million
on real estate properties subordinated in favour of FCC, an assignment of fire insurance, a
creditor subordination agreement with Masterfeeds LP, and a priority agreement between
the Bank of Montreal, Farm Credit Canada and Growmark Inc. No principal repayments
have been stipulated by the bank for 2022 provided that the terms of the facility are
complied with.
The agreement with respect to the bank operating loan contains certain covenants
requiring (i) debt to tangible net worth ratio not to exceed 2.5; (ii) minimum working
capital excluding member loans of $1,700,000; (iii) capital expenditures not to exceed
$1,800,000; and (iv) interest paid on membership loans to be limited to the normal course
of business.
As at September 30, 2021, the co-operative was not in compliance with the covenant
related to capital expenditures. The creditor, however, has waived its rights with respect
to the non-compliance for the 2022 fiscal year.

8. Accounts Payable
Included in accounts payable and accrued liabilities are government remittances payable of
$166,473 (2020- $71,566).
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Huron Bay Co-operative Inc.
Notes to Financial Statements
September 30, 2021
9. Obligations Under Capital Lease
2021
Obligation under a capital lease, Royal Bank of Canada
Leasing, 2.89%, repayable $11,982 monthly,
due August 2028
Current portion

$ 890,701 $

Long-term portion of obligations

$ 771,609 $

2020

119,092

Interest expense for the year related to capital leases is $4,358 (2020 - $Nil).
Future minimum lease payments under the capital leases for subsequent years are as follows:
2022
2023
2024
2025
2026
Thereafter

$

143,787
143,787
143,787
143,787
143,787
263,605
982,540
(91,839)

Less: imputed interest
$

890,701
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Huron Bay Co-operative Inc.
Notes to Financial Statements
September 30, 2021
10. Long-Term Debt
Loan payable, FCC, prime plus 1.35%, payable $4,057
principal plus interest monthly, due September 2022

2021

$

2020

584,173 $

632,854

Loan payable, FCC, 5.4%, payable $27,208 principal plus
interest monthly, due September 2023

652,990

979,485

Loan payable, FCC, 4.75%, payable $24,734 principal plus
interest monthly, due September 2023

593,617

890,425

Loan payable, FCC, 4.75%, payable $17,578 principal plus
interest monthly, due August 2024

2,619,014

2,829,949

330,098

416,960

Loan payable, Ford Credit, 2.99%, payable $784 monthly
principal and interest, due December 2024, secured by a
vehicle with a net book value of $27,772

29,146

37,539

Loan payable, Ford Credit, 2.99%, payable $785 monthly
principal and interest, due December 2024, secured by a
vehicle with a net book value of $27,772

29,153

37,557

Loan payable, Ford Credit, 2.99%, payable $1,747 monthly
principal and interest, due May 2023, secured by a
vehicle with a net book value of $38,072

34,037

53,657

Loan payable, Ford Credit, 0%, payable $678 monthly
principal, due May 2026, secured by equipment with a
net book value of $32,250

38,630

Loan payable, FCC, prime plus 1.30%, payable $7,176
principal plus interest monthly, due July 2025

Loan payable, Agco, 3.29%, payable $3,131 monthly
principal and interest, due January 2024, secured by
equipment with a net book value of $110,075

84,285

118,476

Loan payable, CNH Capital, 3.40%, payable $4,134
monthly principal and interest, due December 2023,
secured by equipment with a net book value of $176,906

107,318

152,444

Loan payable, FCC, 1.90%, payable $44,912 principal and
interest semi-annually, due December 2025

385,641
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10. Long-Term Debt (continued)
Loan payable, FCC, FCC Variable Mortgage Rate plus
0.30%, payable $5,000 principal plus interest monthly,
due September 2026

Less current portion

$ 300,000 S
5,788,102

6,149,346

1,765,098

1,084,780

$ 4,023,004 $ 5,064,566
All of the FCC loans outstanding at September 30, 2021 are secured by a general security
agreement over all property, plant and equipment (Note 6).
The agreements with respect to the loans payable contain certain covenants requiring (i)
current ratio not to be less than 1.2; (ii) debt to equity ratio not to exceed 2.0; (iii) debt
service coverage ratio not to be less than 1.1 and (iv) the aggregate amount of member
loans not to be less than $5,000,000.
As at September 30, 2021, the co-operative was not in compliance with the covenant
related to debt service coverage ratio. The creditor, however, has waived its rights with
respect to the non-compliance for the 2022 fiscal year.
Principal payments scheduled on long-term debt in each of the five following fiscal years
are as follows:
2022
2023
2024
2025
2026

$ 1,765,098
$ 1,189,421
$ 2,480,612
$ 232,386
$ 120,585
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11. Member Loans

2021

2020

Member loans issued

$11,695,237

$11,187,339

Less loans included in current liabilities
Due on demand
Due within one year

217,260
3,692,437

217,260
4,046,544

3,909,697

4,263,804

$ 7,785,540

$6,923,535

For fixed-term member loans, the weighted average interest rate at September 30, 2021
was 4.9% (2020- 5.3%). The weighted average interest rate for demand member loans is
3.0% (2020- 3.0%).
Principal payments due on member loans in each of the five following fiscal years are as
follows:
Demand
2022
2023
2024
2025
2026

$

$
$
$
$
$

217,260
3,692,437
1,696,047
2,644,669
1,299,225
1,937,785

The co-operative issues its member loans under an offering statement which sets out the
terms, interest rates and maximum loan amounts. The offering statement dated December
23, 2020 was approved by Financial Services Commission of Ontario on March 1, 2021 and
will expire on December 17, 2021.

12. Contributed Surplus
Balance, beginning of the year
Amortization for the year
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2021

2020

$213,382

$215,896

(2,334)

(2,514)

$ 211,048

$213,382
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13. Information Included in the Statement of Operations
The following items are included in operating expenses and interest expense on the
statement of operations:

2020

2021
Amortization of property, plant and equipment
Interest on short-term borrowing
Interest on long-term liabilities
Directors' fees and expenses

$ 1,144,028 $ 1,049,060

14. Other Income
Service charges and interest on receivables
Patronage income
Gain on disposal of property, plant and equipment
Loss on disposal of investments
Other

148,903
881,518
28,187

95,817
818,144
24,821

2020

2021

$

158,894 $
591,635
74,329
(1,492)
24,460

$

847,826 $ 1,117,893

699,140
351,146
12,274
(1,606)
56,939

15. Statement of Cash Flows Information
The net change in non-cash working capital balances consists of:

2020

2021
Accounts receivable
Income taxes recoverable
Inventory
Prepaid expenses
Accounts payable and accrued liabilities

$ 1,249,419 $ 1,062,975
(126,014)
(1,688,828)
201,348
(386,656)

49,984
1,640,619
(585,677)
332,208

$ (750,731) $ 2,500,109
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16. Related Party Transactions
The co-operative conducts a substantial portion of its business activities with related
parties, consisting primarily of members of the co-operative. The co-operative purchases a
significant portion of its goods for resale from GROWMARK, Inc. The co-operative owns
shares in GROWMARK, Inc. as disclosed in Note 4. These transactions are measured at
exchange value (the amount of consideration established and agreed to by the related
parties). UPI Energy FS is division of Growmark Inc. Therefore UPI Energy FS is also a
related party to the co-operative, and is included with GROWMARK, Inc. as follows.
2021
Revenue
Sales of product to:
Members of the co-operative
Directors

2020

$25,668,568 $ 25,798,322
52.1%
55.3%
$ 963,660 $ 1,322,585

Purchases from GROWMARK, Inc.
Purchases from directors
Interest paid to members

28,537,879
31,736
545,768

28,024,459
55,596
601,682

At the end of the year, the amounts due
from (to) related entities are as follows:
GROWMARK, Inc.
Directors

(1,084,004)
109,312

(945,715)
89,469

These balances are payable on demand and have arisen from the purchase and sale of
product and services referred to above.
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17. Joint Venture Operations
The co-operative is party to a joint venture agreement with UPI Energy FS. The joint
venture has a supply agreement with UPI Energy FS to supply bulk petroleum products to
the co-operative's customers.
The financial statements include the co-operative's proportionate interest in its joint
venture as follows:
2021
Sales
Cost of sales
Expenses
Management fees to co-operative
Other
Net income for the year

2020

$ 5,235,151 $ 5,055,792
4,093,576
3,894,984
1,141,575

1,160,808

44,669
652,510

42,773
660,763

$ 444,396 $

457,272

The accounts receivable and inventory related to the bulk petroleum business are pledged
as security under the joint venture agreement.
The co-operative manages the bulk petroleum business at the expense of the joint
venture. The co-operative holds the assets and is responsible for the liabilities of the joint
venture.

18. Pension Plan
Substantially all of the employees of Huron Bay Co-operative Inc. are members of the co
operative's pension plan, which is a defined contribution plan. Contributions to the plan
during the year in the amount of $190,434 (2020 - $177,431) were made by the co
operative on behalf of its employees, and are included in operating expenses on the
statement of operations.

19. Commitments
The co-operative has pledged to donate to two local fundraising campaigns for area
medical projects. The amounts total $65,000 over the next five years.
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20. Other Information
On July 21, 2021 the board of directors of the Co-operative and of North Wellington Co
operative Services Inc. approved entry into negotiations providing for the amalgamation of
the two co-operatives. The purpose of the proposed amalgamation is to create one
stronger and more competitive co-operative in the larger trading area. As a point of
interest to all investors, the proposed amalgamation provides that all investments will
remain as originally invested, posing no impact to the investor. The proposed
amalgamation requires approval by special resolution of both co-operatives and should the
approval not be obtained; the proposed amalgamation will not proceed. In addition,
should approval take place, the board of either co-operative could decide not to proceed
and the proposed amalgamation will not proceed.

21. Uncertainty due to COVID-19
During the year and subsequent to year-end, the impact of COVID-19 in Canada and on the
global economy increased significantly. As the affects of the COVID-19 pandemic continue,
there is potential for impact to the co-operative and its major customers, suppliers and
other third party business associates that could impact the timing and amounts realized on
the co-operative's assets and future profitability. Management continues to monitor the
affect on its financial condition, liquidity, operations, suppliers, industry, and workforce.
At this time, the full potential impact of COVID-19 on the co-operative, if any, is not
known.
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22. Financial Instrument Risks

The co-operative's financial instruments consist of cash, accounts receivable, investments,
operational borrowings, accounts payable, long-term debt, and member loans and
debentures. The co-operative's financial instruments are exposed to certain financial risks,
including credit risk, interest rate risk, currency risk, liquidity risk, market risk, and other
price risk. There have been no changes from the previous year in the co-operative's
exposure to these risks.
Interest rate risk

Interest rate risk is the risk that the fair value or future cash flows of a financial
instrument will fluctuate because of changes in market interest rates. The co-operative is
exposed to this risk through its operational borrowings, long-term debt, and member loans
and debentures. As described in note 7 and note 10, the co-operative holds debt subject to
variable interest rates. Changes in market rates will effect the co-operative's cost of
borrowing.
The co-operative also holds long-term debt subject to fixed rates of interest, which does
not expose the co-operative to interest rate risk until their renewal.
Member loans and debentures are subject to fixed rates of interest set by the board of
directors. The co-operative is not exposed to interest rate risk on these financial liabilities
until their renewal.
Liquidity risk

Liquidity risk is the risk that the co-operative will encounter difficulty in meeting its
obligations associated with financial liabilities. Liquidity risk includes the risk that, as a
result of operational liquidity requirements, the co-operative will not have sufficient funds
to settle a transaction on the due date; will be forced to sell financial assets at a value
that is less than what they are worth; or may be unable to settle or recover a financial
asset. Liquidity risk arises from operational borrowings, accounts payable, long-term debt,
and members loans and debentures. To manage this risk the co-operative maintains certain
financial ratios set out as covenants in the agreements covering the operational borrowings
and long-term debt facilities.
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MISSION STATEMENT
1. Huron Bay Co-operative Inc. is a community-based entity,
committed to supplying quality products and optimal services
by utilizing leading edge technologies.
2. Through a focused Board of Directors and Staff, growth and
economic benefit will be realized by all customers in an
ever-changing marketplace.

HURON BAY CO-OPERATIVE INC.
Built on Tradition
Focused on Your Future
Your Partners for Success
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