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Background

On February 27, 2006, the Province of British Columbia enacted legislation to establish the
Southern Interior Development Initiative Trust (SIDIT). On February 28, 2006, SIDIT was
launched with a one-time $50-million grant to be managed by an independent Board of
Directors.

Board of Directors

The Board, which is comprised of eight local government officials and five members-at-
large appointed by the Provincial government, is responsible for making strategic
investments in support of a variety of regional economic priorities, as well as for other
opportunities that they deem will contribute to the economic diversification of the Southern
Interior. In setting up the Trust, it was the expectation of the Provincial government that the
Board would use the funds to develop partnerships and leverage investments with the private
sector and other government partners including First Nations.

Regional Advisory Committees

In addition to the Board of Directors, there are two Regional Advisory Committees (RACs)
consisting of local government officials and MLAs. The regions represented by the RACs
are as follows:

=  Thompson-Okanagan Committee: electoral districts in region from Hope to Kamloops,
to Salmon Arm and the Okanagan Valley.

= Columbia-Kootenay Committee: electoral districts from Columbia-Revelstoke, East
Kootenay, to the West Kootenay-Boundary area.

The role of the RACs is to:

= appoint members as Directors to the Trust Board;

= provide advice to the Board on projects suitable for Trust funding;
» establish the terms of office for its members; and

= provide opportunity for communities and regional district areas under 500 population
to be represented on the RAC.

Service Area

SIDIT covers the southern Interior of British Columbia, an area generally described as
bounded by the US border to the South, the Alberta border to the East, Hope to the West and
Blue River to the North. A map of SIDIT’s service area is attached as Appendix A.
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Strategic Planning Process

The SIDIT Board of Directors and members from the two Regional Advisory Committees
met in January 2007 to develop an initial three-year strategic plan designed to guide the
Southern Interior Development Initiative Trust in its first year of operations. The following
Strategic Plan represents an amended version of that original Strategic Plan as SIDIT
commences its fifth year of operations. Pursuant to the Act, the Board must approve the
revised Strategic Plan before the first day of each fiscal year.
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|. Strategic Framework

Vision

The SIDIT Board of Directors and RAC members share a vision of the future for the
Southern Interior.

That vision is:

o afuture where economic opportunities are enabled, providing long-lasting
measurable benefits to communities

o afuture where regional investment creates significant positive impacts across the
region while smaller communities are given opportunities to remain or become
economically sustainable

o a future where there is a strong and diversified economy in the Southern Interior
that supports the development of viable, healthy, vital and sustainable
communities throughout

Mission

The mission of the Southern Interior Development Initiative Trust is to support
regionally strategic investments in economic development projects that will have
long-lasting and measurable regional benefits for the Southern Interior.
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I1. Values and Guiding Principles

The SIDIT Directors and RAC members developed a set of values that will underpin

all of the activities undertaken by the Southern Interior Development Initiative Trust. These
values form the basis of the guiding principles that will govern the management and
operations of the Southern Interior Development Initiative Trust and that will be applied in
the review of all projects proposals.

0

Cultural sensitivity

SIDIT will be sensitive to the cultural uniqueness and diversity of the population of the
Southern Interior.

Accountability and Transparency

SIDIT will be accountable to the public for all of its activities and, as such,
its processes, decisions and reporting will be open and transparent.

Respect
SIDIT will treat everyone with respect and dignity.

Environmental sensitivity

SIDIT will support only those projects that comply with all applicable environmental
legislation.

Commitment

SIDIT is committed to supporting those projects that will add value to the communities
and regions of the Southern Interior.

Integrity
In all that it undertakes, SIDIT will be honest and sincere.

Responsiveness

SIDIT will be responsive to the needs and aspirations of the people and communities in
the Southern Interior.
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I11. Environmental Scan

An environmental scan identified a number of resources that exist within the Southern
Interior as well as a number of opportunities that can be pursued to strengthen and diversify
the economy within the service area.

These opportunities include:

To build stronger economic ties between the Thompson-Okanagan and Columbia-
Kootenay regions

To build strategic alliances within the Southern Interior

To leverage the skills, knowledge and experience of existing economic development,
business and community based organizations

To grow SIDIT’s $50 million trust fund
To leverage additional investment with SIDIT’s funds

To pursue international markets opportunities by supporting Southern Interior
businesses engaging in export trade

To tap into and take advantage of the expertise of people who live in the Southern
Interior

To develop greater collaboration between the economic development agencies in the
Southern Interior

To build on the industrial strength of the Southern Interior

To capitalize on opportunities and mitigate the effects of the Mountain Pine Beetle
infestation

To build on the region’s tourism sector
To enhance the transportation service in the region

Capitalize on the innovation and entrepreneurship of Southern Interior communities
and businesses
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IV. Priority Focus Areas

The following were identified as the strategic priorities that will be considered by the SIDIT
Board of Directors in their review of project proposals.

Contribution towards economic sustainability of small communities
Regional impact

Realistic measurement criteria established to assess project outputs
Job creation, job preservation, or enhancement

Economic diversification

Leveraging other funds (It is expected that projects supported by SIDIT will have a
minimum of matching funds invested by either the project proponent or other parties)

Filling funding gaps

Avoiding overlap and duplication

Economic merit

Research and Development leading to commercialization

Strategic initiatives

Ensuring geographic sensitivity in the disbursement of SIDIT funds

Measuring Success

SIDIT will ensure that periodic project monitoring and evaluations are undertaken to assess
and clearly document the achievements that are realized through the disbursement of SIDIT

funds.

Special effort will be applied to establishing effective ways of measuring the leverage factor
for the projects that receive SIDIT funding support.

V. Key Targets

What the SIDIT Funds Will Be Used For

The following areas have been determined as the primary targets for SIDIT funding support:

Agriculture

Economic development
Energy

Forestry

Mining

O O O O o o

Olympic opportunities
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Pine beetle recovery
Small business

O O O

Tourism
o Transportation

With Emphasis on:

Environmentally friendly manufacturing operations

The development of strategic alliances

Research and development initiatives that lead to increased commercial activity
Arts and culture initiatives that demonstrate measurable economic impact
Initiatives that contribute to small community sustainability

Initiatives that have a regional impact

Initiatives that result in sustainable job creation, job preservation, or enhancement
Initiatives that contribute to the diversification of the economy

Public/private sector partnerships (P3s)

What the SIDIT Funds Will Not Be Used For

The following were identified as specific interests that would not be eligible for SIDIT
funding. Note that this list is indicative and not necessarily a complete summary of all
excluded initiatives:

Stand alone feasibility and marketing studies

Health studies

Education facilities and infrastructure

Religious institutions

Activities which do not comply with local, provincial or federal legislation
Major sponsorships of events in which SIDIT is not directly involved

Political donations

Controversial initiatives with moral, social, religious or public safety concerns
Projects that primarily fund social initiatives (community beautification projects,
downtown revitalization projects, signs, trails, pedestrian bridges, etc)
Projects where the primary economic impact is the construction of the project.

Project without a clear proposal and management plan or a clear leadership role;
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= Incomplete applications.

SIDIT funds will generally not be used for infrastructure projects that would normally be
funded by government, for example: roads, water and sewer projects, recreational facilities,
health or education facilities and social housing. Upon request of a RAC, the Board will
consider such projects if, in the opinion of the RAC, the project has significant potential to
stimulate or diversify the regional economy.

V1. SIDIT Fund Disbursement Plan

The Directors of the Southern Interior Development Initiative Trust have committed $30
million over four years commencing in 2007, for investment in strategic economic
development initiatives that focus on regional benefits and those that help diversify local
economies. This level of funding will help communities respond to challenges and
opportunities in the near term while preserving a significant portion of the funds to
ensure that the Trust has resources available to respond to future challenges and
opportunities as they evolve. Through leverage and partnerships the resources of the
Trust will benefit from a multiplier effect allowing participation in a greater number of
projects in which, ideally proponents will have a significant stake.

Based on projected returns from market investments and return of principal and
investment gains on project funding it is anticipated a continuous lending stream will be
created and an endowment will be established.

SIDIT Fiscal 2012 Disbursement Target: Return of Principal, Interest and Investment
Gains on the Loan, Equity and Market Investment Portfolio less operating costs plus any
unallocated funds carried over from previous fiscals.

Grant Funding: Subject to annual review by the Board, net return of investment income
generated by market investments to a maximum of $750,000 per annum and $50,000 per
applicant.

Multi-Year Grant Funding: SIDIT will consider requests for multi-year funding for
initiatives or activities that may take longer than one year to fully develop, or to achieve
or document results that are meaningful, or to build sustainability. Applications of this
nature should not exceed a three-year time frame. Funding will be limited to 3
outstanding multi-year applications per fiscal period.

Multiple Requests for Grant Funding: SIDIT will consider multiple requests for distinct
projects and initiatives from a single applicant organization within one year, or for more
than one project or initiative being funded, by exception only. Exceptions will be made
for organizations that represent a coalition, partnership or collaborative initiative. Such
requests must be compelling, strategic in nature and in line with SIDIT priorities.

SIDIT Strategic Plan
Page 9



Capital Grants: SIDIT does not generally fund capital projects. We may consider small-
scale capital funding requests from smaller organizations located in rural and remote
communities. Such requests will be limited to equipment or improvements that enhance
service delivery or community access for projects that demonstrate measurable economic
impact.

The intent of this policy is to ensure equitable and fair distribution of funds to
communities in the Southern Interior.

Education Funding: $4.9 million multi year commitment(from 2008 to 2010) in support
of trades, technology, academic, innovation and entrepreneurship programs delivered
through the British Columbia Innovation Council and participating post secondary
institutions in the Southern Interior. Allocation of future funding will be determined
annually by the Board and will be based on net profits and surplus generated by market
investments.

Equity funding through the Southern Interior Innovation Fund (SIIF): $2,000,000, with
matching funding from private investors at a minimum 3:2 ratio to SIDIT funding.

Funding by way of loans or equity — all remaining funds. Maximum loan/equity
investment is $1,000,000 per business applicant.

Pursuant to the Act, SIDIT’s Board of Directors will review its strategic plan annually
and make such changes to the plan it deems necessary.

VII. Strategic Goals

The following three-year goals have been established for the Southern Interior Development
Initiative Trust:

Goal #1: To support initiatives that will have regional economic impact within the
Southern Interior

Goal #2: To support economic diversification and sustainability within Southern
Interior communities

Goal #3: To support and create sound, economically viable communities

Goal #4: To encourage investment in the Southern Interior through leveraging and
by acting as a catalyst

Goal #5: To be open, transparent and accountable

Goal #6: To support the creation and/or enhancement of employment in the Southern
Interior

Goal #7: To strive, to the best extent possible, that all regions of the Southern
Interior have fair and equitable access to the SIDIT Funds
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Goals for Fiscal 2012:
e Review and refine Strategic Plan;
e Create communications tools and messages for specific target audiences;

e Continue to develop and facilitate co-funding partnerships to increase
leverage, mitigate risk and build capacity;

® Publicize successful enterprises and projects funded by the Trust and ensure
the Trust’s participation is appropriately recognized;

® Manage the financial risk of Trust investments;

V1. Committee Structure

SIDIT will operate with three committees, as follows:

Finance Committee comprised of three Directors will be responsible for the
development and implementation of SIDIT’s Market Investment Strategy, as well as
for ensuring the fiduciary responsibilities of the Trust are properly carried out.

Management Committee comprised of representatives from both the Thompson-
Okanagan and Columbia-Kootenay regions to oversee the operational management
of the Trust.

Audit Committee will be responsible for identifying appropriate candidates to serve
as the financial auditor for the Trust as well as for overseeing the Trust’s annual
financial audit process.

I X. Market Investment Strategy

The Board is required to establish a three-year investment plan as part of the Strategic Plan.
The following strategy has been developed regarding current SIDIT funds, pending
applications for funding and ultimate disbursement decisions.

SIDIT has developed an Investment Policy that sets out its investment risk tolerance
and portfolio structure.

SIDIT funds are currently split. Investment Management is provided by the
Municipal Finance Authority (MFA) and Phillips Hager and North Investment
Management Ltd

The goal of the SIDIT Board is to generate reasonable returns on its investments
within defined risk levels without setting specific investment or cash flow targets on
an annual basis.
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X. Communications Strategy

The communications goal of the SIDIT Board is to create public awareness of SIDIT’s
purpose, goals, achievements and successes.

The strategy is to deliver customized messages to specific audiences using a variety of
communication tools.

The target audiences are as follows:

Members of the Legislative Assembly

Senior Ministry officials

SIDIT Area Members of Parliament

Municipal Elected Officials and Regional Advisory Committees
Other Economic Development Trusts

Community-based organizations involved in community and/or economic
development activities

Economic Development Agencies
First Nation Bands

Tourism Associations

Industry Associations

Chambers of Commerce

Lending institutions

The general public

Investee Companies and Organizations

The objective is to deliver customized messages to the target audience which will include
some or all of the following:

The purpose, structure and mandate of the Trust and the legislation that
created it;

The Trust’s core investment strategy;

The Trust’s co-funding and other partnerships

Financial results

Report on Investments including achievement of key objectives

Tell the stories behind the companies and organizations that SIDIT has
partnered with, and then use those stories to broaden exposure for the
companies, SIDIT and its strategic partners
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e Future direction

The tactics and tools that will be used by SIDIT to achieve its Communications Strategy will
include:

e A website which serves as the primary vehicle for disseminating information
regarding SIDIT and its activities including successful applicants and a
description of their projects;

e Mass electronic distribution of quarterly newsletters;

e Press Releases and Media events announcing SIDIT’s achievements and
project announcements An Annual Report outlining the achievements of
SIDIT will be produced and published on the website;

e Speaking engagements at conferences and seminars where there is a focused
opportunity for the Trust to reach a large audience and improve the
perception of the Trust;

e Public speaking engagements with local government, Chambers of
Commerce, Economic Development Associations, financial institutions, and
community events in conjunction with project announcements events;

e Executive Director attendance at Local Government Area Association
conventions;

e Strategic Meetings with government leaders, MLA’s senior bureaucrats and
organizations of influence and direct relevance to the Trust

e Advertorials describing successful investee companies and organizations and
the impact SIDIT funding contributed to their success to be published in
Business Magazines, Newspapers, Economic Development Association
publications and Tourism or Industry Association Newsletters.

XI. Project Selection

Project proponents will have access to the application form, guidelines, and other resources
online. Hard copy materials will be supplied on request.

RACs will be invited to review project submissions and make recommendations to the Board
with respect to project eligibility under SIDIT’s guidelines.

The Board will evaluate and make funding decisions at either its regularly scheduled
meetings or through such other means necessary to render decisions in a timely and efficient
manner.

Due Diligence reviews will be done in-house with qualified staff evaluating proposals to
ensure consistency, fairness and transparency.

Disbursements will be subject to satisfaction of all conditions including proof of funding
from alternate sources.
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Principles:

The following principles will guide the Board in making its evaluation and should be
considered by prospective proponents in determining the eligibility of their projects for
SIDIT funding. These principles may also be supplemented by other considerations by the
Board in making its funding decisions

» Consistent with the Act, vision and mission of the Trust.

» Open and transparent processes, decisions and reporting.

* High standards of financial management and accountability.

» Judicious management of public resources.

. Sound strategic and operational planning.

* Leveraged investment with maximum Trust participation rate of 50%.
* Investments made in the context of a long-term strategy.

« Funding to take the form of loans, grants, equity participation or combination
thereof.

. Grants are not available to projects considered to be commercial interests
* Preference for initiatives with regional benefits.

* Bias for investments offering long-term, sustainable benefits.

* Diligent professional evaluation of proposals’ feasibility and risk.

* Real benefits as measured by increased tax base, new job creation, incremental
revenue generation and economic diversification in addition to non financial benefits.

* Evaluation and reporting of success against clear performance measures.
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