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Disclaimer

The purpose and scope of the Feasibility Study for an Okanagan Agriculture Innovation
Centre (OAIC) is:

1 To determine whether there is a need for an agriculture innovation centre for the
Okanagan region;
{ To provide information on the structure, programs and services of other
agriculture/agri-tech incubators or accelerator programs; and
1 Once deemed feasible:
- ldentify potential locations and space requirements;
- Provide options for an organizational structure for the OAIC;
- Create a profile for the potential participants for the Centre; and
- ldentify preliminary, high level costs associated with the Centre.

All the material included in this document is based on information gathered from:

1 Interviews with select agriculture/agri-tech accelerator/incubator programs;

1 Focus groups with entrepreneurs that have been successful in the agri-food
industry and stakeholders, including municipal, provincial and federal government
representatives; academic institutions; scientists and researchers; economic
development offices; and industry associations; and

1 The MDB Insights: South Okanagan-Similkameen Economic Development Group
(SOSEDS) Foreign Direct Investment Strategy Final Report (October 7, 2016).

Budget and financial information from the SOSEDS Investment Attraction Strategy
Business Plan and Metallurgical Industrial Development Acceleration and Studies (MIDAS)
helped provide a preliminary budget estimate for the space and start-up activities for this
project.

The budget estimate as of June 2017 for the projected period (Fiscal 2018-2020) is subject

to the organizat i on 6 sndadmmitmiertfyomthedirectorsandi n i nt er e s
partners of this study in addition to favourable economic conditions within the region.

Many other factors may affect the results of this analysis, such as shifting market

demands.

Due care has been taken to compile the information in this feasibility study.
Recommendations for further study or next steps are not a part of the scope of this project.
The consultant who assisted in this project does not assume any liability for any financial
or other loss resulting from this report in consequence of undertaking this activity. The
prospective user of this report is encouraged to carry out additional diligence and gather
any information he/she feels necessary for making an informed decision. Investors and
lenders are encouraged to conduct in-depth analysis of their own to ensure they obtain the
highest returns or meet their lending requirements.
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1 Executive Summary

In recent years, the Summerland Chamber of Commerce and the District of Summerland
have worked together in exploring ways to leverage the community assets in agriculture
and accelerate growth and innovations within the agri-food and agri-tech sectors. They
extended a contract to Engage, Business & People Solutions to conduct a feasibility
study for an Okanagan Agriculture Innovation Centre (OAIC) in Summerland.

What is Agri-tech? Agri-tech is the use of technology in agriculture, horticulture, and
aquaculture with the aim of improving yield, efficiency, processes and profitability.

Background. Stakeholder discussions amongst the Summerland Chamber of Commerce,
District of Summerland and provincial government representatives began in 2013 with
interest in the concept of precision agriculture and the opportunities to develop the high
value added agriculture/agri-tech sector within the Okanagan-Similkameen region. Please
see Figure 1: Timeline of Milestones in the Value-added Agriculture and Agri-tech
Sector.

This feasibility study follows stakeholder discussions/consultation that began in 2013; MDB
Insights Labour Market Partnership (LMP, 2015) and Foreign Direct Investment (FDI,
2016) reports for SOSEDS; and the Investment Attraction Strategy (IAS) Business Plan
(Dec 2016) for the South Okanagan-Similkameen region.

The purpose and scope of the feasibility study for an OAIC is:

1 To determine whether there is a need for an agriculture innovation centre for the
Okanagan region;
1 To provide information on the structure, programs and services of other
agriculture/agri-tech incubators or accelerator programs; and
1 Once deemed feasible:
- ldentify potential locations and space requirements;
- Describe options for an organizational structure for the OAIC;
- Profile potential participants for the Centre; and
- ldentify preliminary, high level costs associated with the Centre.

Best practices. This feasibility study identifies best practices of other accelerators/
incubators including those specific to agriculture and agri-tech. This information was used
to determine the options for structure and programming for the OAIC, potential funding
models, including both private and government, and key metrics for measuring and
evaluating the performance of the Centre.

Objectives and Goals. Stakeholders and entrepreneurs canvassed in this study have
endorsed the concept of an OAIC. Six goals of the Centre were created using the best
practises research informed by stakeholder input and are designed to be sustainable and
generate real and direct benefits to individual communities within the region. The overall
vision of the OAIC is to foster and advance innovation and technologies within the
agriculture industry to achieve a sustainable, resilient and prosperous regional
economy.

Okanagan Agriculture Innovation Centre | Feasibility Study - 6



Industry support. Critical to success is the ability to obtain industry buy in and support
for the Centre through financial contributions. Many respondents emphasized the
importance of industry driving this initiative. In addition, project champions are vital as
ambassadors for the OAIC and for their ability to attract potential participants and investors
using their networks. They ensure everyone involved is on board and behind the ultimate
success of the project.

OAIC Model. The OAIC has the opportunity to leverage the contributions of three
successful and relevant accelerators who can meet the needs of the local community with
their agriculture, agri-food and agri-tech network and expertise:

i Bioenterprise (national presence with their head office in Guelph);
1 Sumas Regional Consortium for High Tech (SRCTec) in the Lower Mainland; and
i1 Accelerate Okanagan (AO) in Kelowna.

See Section 5 for more information about these organizations.

For efficiency and expediting the operations of this Centre, a possible option is for OAIC to
become a satellite office for one of these partners. The structure will need to be
determined and formalized during the business plan stage. For example, one option is be
a satellite office of Bioenterprise BC as they have the most experience in agri-tech and
have a blend of advisory services at a national level along with the national network and
agriculture expertise. Please see Section 5.5 and 6.4 for further details on the each

a c c e | e potential coatgbution for the Centre.

For success of the Centre,t he admi ni st rAdvisarwCemnpttaer nmust maludes
members of the agri-food and agri-tech businesses and key stakeholders within the
Okanagan-Similkameen-Kootenay region (OSK) to ensure regional interest is supported
and represented. The Centre would also require a highly-respected Director dedicated to
and focussed on the success of the Centre.

Partnerships. Similar to the MIDAS model, other partners should include the
Summerland Research and Development Centre (SRDC), UBC-O and Okanagan College
(OC). Moreover, partnerships will need to be formalized with other stakeholders, such as
Kwantlen Polytechnic University (KPU) and funding and business support agencies (e.g.
NRC-IRAP, Investment Agriculture Fund (IAF) Growing Forward, Business Development
Corporation (BDC) and Community Futures Okanagan Similkameen (CFOS).

Location. Over 90% of the interviewees and focus group participants stated that
Summerland is the best option for the location of the Centre. Three potential locations in
Summerland were identified and match the respective space and equipment requirements
specified. Five other locations were considered but did not meet the desired requirements.
Two promising locations include a 6,300 sqft space (3 units each 2,100 sqft) on Bentley
Road and a 6,000 sqft facility on Hwy 97. Both would be able to accommodate a pilot food
processing facility/commissary kitchen, which was identified as an important feature
currently not available within the region. In North America, no other accelerator offers
programs and services for both innovative food processing and agri-tech. Ongoing search
for the ideal site is recommended during the business plan phase.
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Programs and Services. Focus group members and interviewees identified desired
programs and services and the need for a hands-on and practical approaches for agri-food
and agri-tech businesses, such as:

Mentoring from seasoned agribusiness entrepreneurs;

Market intelligence;

Centralized on-line portal that has a database of resources to connect agri-
businesses;

Courses and training in cash flow/business management specific to agriculture;
Sustainable farm programs that offer hands-on/practical farm experience;
Product development, food testing and food safety quality control;
Conferences, events, keynote speakers, demo days, networking opportunities;
Private investment program for start-up agri-businesses.

=A =4 =

=A =4 =4 -4 =9

Opportunities. As identified in the MDB Insights Report and the IAS Plan, the opportunity
to attract agri-food, agri-tech, and agriculture-focused businesses to the region is
significant. The region has a strong agricultural foundation, which helps to bring in
innovative agri-entrepreneurs. During Interviews and focus groups, participants identified
numerous regional challenges and opportunities along the value chain which could set the
foundation for sessions where these challenges are cast out to tech providers who in turn
pitch their ideas to farmers, processors, distributors, and others along the value chain. The
Centre could also consider partnering with other agri-tech accelerators to create an
agriculture private investment fund.

Geographical Scope. In order to bring in new ideas and innovations to the region,
international applicants should be considered. However, to test the efficacy of the model,
participants should be regional and national in the first 1 to 2 years. Expansion across
Canada and internationally will occur through the connections with agri-business experts
within the expansive partner network.

Target Participants. The target participant profile was formalized using the best practices
research, interviews with successful OSK agriculture and tech entrepreneurs, and analysis
of community assets. Target participants include entrepreneurs, specialty/niche crop
farmers and small growth-oriented businesses, all of which are important in agri-tech
cluster growth and complementary to the economic development objectives in the region.

OA1 Cmasus ¢n the Agriculture Value Chain. Given the importance of tree fruits and
viticulture within the Okanagan-Similkameen, and to a lesser extent, the Kootenay region,
respondents identified and prioritized the following four areas on the agriculture value
chain:

Waste management;

Value-added food processing and innovation;
Precision farming technologies; and
Transportation and infrastructure.

PwONPE

Funding Potential. The analysis of primary funding sources for near-term next steps
identified three possible funding options:
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1. Rural Dividend Fund (RDF);
2. Western Economic Diversification (WED); and
3. Southern Interior Development Initiative Trust (SIDIT).

The federal/provincial Growing Forward fund is no longer accepting applications under the
Agri-Innovation or Market Development programs for 2018 onwards but is listed as a
potential funding source should the program be renewed in 2018. There are other
potential funding sources, such as private sector contributions, municipalities and regional
districts.

Project Budget. The total OAIC project budget for the three years is $1.5 million, where
$1.13 million is requested from government funding sources. There are opportunities to
supplement this budget with secondary funding programs (Invest Canada-Community
Initiatives, Real Estate Foundation and GenomeBC).

Next steps. Feedback received from participants in this study was in favour of the
development of an agriculture innovation centre in the Okanagan. It is recommended that
the next steps include a facilitated session to establish the vision, mission and goals for
the Centre, followed up with the development of a business plan. Moreover, further
stakeholder engagement is needed with:

1 Proposed OAIC partners (to explore formal working relationships/collaborations);
and

1 Agri-businesses in the Oliver, Osoyoos, Similkameen and Kootenay region to
expand representation in these geographic areas.

Okanagan Agriculture Innovation Centre | Feasibility Study - 9



2 Introduction

In recent years, the Summerland Chamber of Commerce and the District of Summerland
have worked together to leverage the community assets in agriculture and accelerate
growth and innovations within the agri-food and agri-tech sectors. They extended a
contract to Engage, Business & People Solutions to conduct a feasibility study for an
Okanagan Agriculture Innovation Centre (OAIC) in Summerland.

Stakeholder discussions amongst the Summerland Chamber of Commerce, District of
Summerland and provincial government representatives began in 2013 with interest in the
concept of precision agriculture and the opportunities to develop the value-added
agriculture/agri-tech sector within the Okanagan-Similkameen region. Please see timeline
below for the various milestones:

Figure 1: Timeline of Milestones in the Value-added Agriculture and Agri-tech Sector

Summerland SOSEDS
Chamber hires MDB
hosted 3 Insights to
meetings develop
with industry LMP & FDI
partners Strategy
2013 2014 2015 2016 2017
—
Initial Industry Summerland SOSEDS Feasibility
concept partners Council hires Study for
and identified presented at Engage to an
discussions and the UBCM develop Okanagan
for Ag-tech developed meeting |AS Agriculture
action plan Preliminary Innovation
Business Centre
Plan

In 2014, the Chamber of Commerce hosted three gatherings with industry stakeholders to
determine the opportunities for the biotech and agri-tech sector in Summerland:

1. Several agriculture businesses, the Director of Development Services for the
District of Summerland and SRDC participated in the first gathering. The Regional
Manager of the Ministry of Jobs, Tourism and Skills Training, Economic
Development (JTST) facilitated this session.

2. Later in 2014, the Regional Manager of JTST facilitated a second session with the
Summerland Chamber of Commerce, District of Summerland, UBC-O and the
Ministry of Agriculture to identify the action items necessary to drive forward the
concept of a precision agriculture hub.
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3. A third meeting was held between private investment funders, such as the
Summerland Credit Union, local government and the Summerland Chamber to
determine potential interest in the development of a private investment fund.

In 2015, at the UBCM Conference, the Summerland Council presented the idea of building
a food biotechnology and precision agriculture hub to the Honourable Norm Letnick,
Minister of Agriculture.

In 2015-2016, MDB Insights investigated the skills gaps and sectors worth pursuing in the
South Okanagan region. Value-added agriculture and agri-tech were deemed priority
sectors to focus on.

In December 2016, Engage, Business & People Solutions developed a preliminary
business plan for an Investment Attraction Strategy (IAS) which validated the opportunities
in these sector.

Report Structure

This feasibility study begins with a description of the methodology used to collect feedback
from community stakeholders. This is followed by:

The benefits of having an agriculture innovation centre;
A definition for agri-tech and several examples;

E

A summary of best practices of a select group of agri-food/agri-tech
accelerators/incubators.

The best practices from these organizations were used to determine the appropriate model
for the OAIC.

The report then provides a summary of the results from the focus group and interviews
conducted for this study, and covers the following topics:

Benefits, goals, objectives and purpose of the OAIC;
OAIC structure and partnerships;

Support of having the Centre;

Whether Summerland is a feasible location;

Space and equipment requirements;

Programs and services that could be offered by the OAIC,;
Where on the agriculture value chain the Centre should focus;
Geographic scope for selecting OAIC participants;
Description of the target participants;

Potential funding sources for the Centre;

Selection criteria for screening applicants;

Suggested performance measures for the Centre; and

=8 =209 _9_9_9_9_°
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3 Methodology

This study involved extensive primary research with agriculture and agri-tech
entrepreneurs and stakeholders, including academia, government and funding agencies,
researchers, and industry associations.

A list of agriculture stakeholders was created using directories from industry associations,
white pages, government and business support agencies, media and word of mouth.

Each person received an invitation to participate in this study via email, in-person meetings
and telephone. Over 3,500 invites were sent out using a variety of methods including the
regi on 0 s sdE@ommdrce and economic development offices, personal referrals,
academic institutions, government agencies, and word of mouth. Follow up calls and
emails were used to increase the response rate. Overall feedback for the study included
82 telephone or in-person interviews and 30 focus group attendees (See Figure 1).

1. In-person and telephone interviews were conducted April - June of 2017 with:

Successful agriculture, agri-food, agri-tech entrepreneurs;

Regional and national accelerator/food innovation program directors/managers,
such as: AO, Bioenterprise BC, Agrivalue Processing Business Incubator Leduc
AB, Saskatchewan Food Innovation Centre, SRCTec, and Bio Food Tech;

Several economic development professionals, and industry associations;
Economic development agencies/offices, such as BC Trade and Invest, NRC-IRAP
and several other industry/trade professionals; and

91 Provincial and federal funding agencies.

T
T
T
T

Interview questions were developed and included the following topics:
(Note, not all these questions were asked with each interviewee)

Problems and opportunities in the industry that haven 6t been ;addr essed
Value/benefit of having a centre focused on commercializing innovative agriculture
products and services;

Feasibility of having Summerland as the location;

Purpose of the Centre;

Potential structure, programs, services and delivery format;

Potential contribution for mentoring and providing expertise in areas needed by
participants;

Focus area along the agriculture value chain;

Geographical scope to attract participants;

Sustainability over the long term;

Market channel to attract potential participants;

Key criteria for selecting participants;

Performance metrics that could be used;

Recommendations for potential advisory committee members, participants and
project champions.

=a =
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2. Two focus group meetings were held: 1) agriculture and agri-tech entrepreneurs on
May 30™ and 2) industry stakeholders on June 15t 2017.

Focus group questions were developed after preliminary interviews were conducted. Key
topics that were explored included:

Entrepreneur Session:

Problems and opportunities in the industry that haven 6t been addr essed;
Value/benefit of having a centre focused on commercializing innovative agriculture

products and services;

Feasibility of having Summerland as the location;

Purpose of the Centre;

Potential programs and services;

Focus area along the agriculture value chain;

Geographical scope to attract participants; and

Recommendations for potential participants and project champion.

=a =9

E

Stakeholder Session:

1 Value/benefit of having an OAIC focused on commercializing innovative agriculture
products and services;

Feasibility of having Summerland as the location;

Purpose of the Centre;

Potential contribution for mentoring and providing expertise in areas needed by
participants;

Performance metrics that should be used;

Sustainability over the long term;

Focus area along the agriculture value chain;

Geographical scope to attract participants; and

Recommendations for potential advisory committee members, participants and
project champion.

= =4 =

= = = = =9

Figure 2: Breakdown of the people who participated in the study
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3. Secondary research was also conducted to provide background information on agri-
tech trends, statistics, key stakeholders and agri-businesses such as:

1 A comprehensive literature review and analyses of agri-food and agri-tech
accelerators/incubators/innovation centres across Canada, the US and the world;

1 Secondary literature review of business and key stakeholder websites, government
publications and industry association publications;

1 Secondary research and interviews with government agents that have had direct
contact with THRIVE AgTech Innovation Centre.

4. Meetings with the District of Summerland and the Summerland Chamber of
Commerce, as well as the SOSEDS Steering Committee were conducted to clarify the
desired outcomes and to gain an understanding of the needs within the community.

5. Engage Business & People Solutions and partner, Thirst Marketing, also attended the
AVal uing Agricul t ur eForamin@rand Bocke andtneiRd.P.2r i ver 0
Research and Innovation Expo at Okanagan College in May 2017.

Valuable discussions and follow-up interviews took place with a food scientist, researchers
and professionals providing their perspective and expertise in the value of local agriculture
economies and sustainable food systems.

4 Benefit of Having an OAIC

A common space for technology, innovation, research, academia, industry and

entrepreneurs is needed to accelerate ideas for commercialization (See Figure 2). An

agriculture innovation centre would allow fort h e épcalolsisnati oné of i deas
interdisciplinary approach (e.g. life sciences, engineering, tech and IT). In order to build

Okanagan Agriculture Innovation Centre | Feasibility Study - 14
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innovative capacity, agriculture, agri-food and agri-tech programming needs to be
integrated with advanced research and all levels of education and training.

Figure 3: OAIC Pillars for Success

Business
Growth;
High Value

Source: Adapted From
Royselaw University:
AgTech The Intersection of
Technology, Venture
Capital and Agriculture?

- - Accelerators play an
— increasing role in
start-up communities

throughout Canada and globally. Early evidence demonstrates the significant potential of
accelerators to improve the outcome for start-ups and a positive effect on the broader
community.r The infrastructure for acceleration includes a start-up incubation with
mentorship, professional services, such as accounting, law and intellectual property,
networking and access to funding and investors.

It is important to bring expertise for those start-up agri-businesses who have great ideas

but often lack the access to good markets and networks in which to scale their businesses.

Some entrepreneursd ondt have i mminent knowl eThgreisof agric
also value in bringing cohorts together around specific challenges and convene in a place

where they can empower innovations to build scalable and relevant solutions to current

challenges.

4.1 What is Agri-Tech?

Agri-tech is the use of technology in agriculture, horticulture, and aquaculture with the aim
of improving yield, efficiency, processes and profitability. It is anything that improves the
agriculture industry. Market demand is there for all kinds of agri-tech and value-added
food-based products. Technologies can be applied throughout the value chain, as shown
below in Figure 3:

Figure 4: The Myriad of Agri-tech Opportunities Throughout the Value Chain

! Source: Harvard Business Review. What Startup Accelerators Really Do. lan Hathaway. MARCH 01,
2016https://hbr.org/2016/03/what-startup-accelerators-really-do
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Source: Adapted from Royse Law Firm - AgTech i The Intersection of Technology, Venture Capital and
Agriculture and discussions with industry stakeholders.?

il

SoilandWater: f ood t r ac e a bnvitonmenta) contrél sebhsind | | gent &

platforms, predictive forecasting models for flooding, drought and volatile weather,
composting O6bugsd

Plants (Crop Science): Vines, seed technology, biotechnology, botanical extracts,
cosmeceuticals and nutricosmetics.

Poultry and Cattle: Traceability, testing instruments, UAV surveillance monitoring,
waste disposal.

Culinary: Organic, functional foods, waste control, composting, advanced food
(and by-products) manufacturing, and shared use facilities.

Distribution: Supply chain platform, packaging, logistics, security, regulatory
requirements for food, beverage and farm inputs.

Software and Data: Big data, machine learning, farm management, metrics/sales,
e-commerce, agricultural management tools and cloud applications.

Devices and Robotics: Precision farming, machinery and equipment, GPS, GIS,
drones, sensors, automation and indoor cultivation system.

Sustainable environmental applications: agriculture waste management,
biomass and clean energy.

According to the report, Bungle in the Ag Tech Jungle 1 Cracking the Code on Precision

Farming and Digital Agriculture, fprecision

1990s, along with innovations in plant breeding and other biotechnology-focused tools

such as genet i3Tomoadyi6fsi cvaatvieo nosf. dGagr i cul tur e

2 Source: Royse Law Firm: The Intersection of Technology, Venture Capital and Agriculture, published on
YouTube July 18, 2013. https://www.youtube.com/watch?v=Vuk2BIqgVOBc

3 Source: https://research.rabobank.com/far/en/sectors/farm-inputs/cracking-the-code-on-precision-farming-
and-digital-ag.html
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agriculture tools ranging fromcloud-b ased software tools to dédsmartd
tools that can communicate with other connected devices wirelessly and digitally.*

However, there has been low adoption of these new innovations by farmers within the
region because the:

Farmersdon 6t wunder st anddROhogsuch ovesintents c s
Technologies are not financially viable;

Farmers do not have the infrastructure to support the technologies; or
Value proposition has not been communicated effectively by the suppliers.®

=A =4 =4 =

Moreover, farmers may not have the technical skills or computer capabilities to run these

tools for their business. There is an opportunity for the OAIC to identify and leverage early
adopter farmers that are known to be O6ahead of
accelerate the pace for others to follow their lead.

4.2 Opportunities Identified in Secondary Research

The Ok a n a gagritbissness sectors are well positioned for growth and investment in
both existing and new markets, within Canada and abroad. Both provincial and federal
governments are committed to working with these sectors to make sure workers have
access to training, and businesses have access to incentives that encourage innovation
and investment.

Agriculture. The Okanagan Valley is significant in agriculture, as shown in Appendix 1.
According to the Okanagan Inter-Regional Monitoring & Evaluation Framework Report,
farm income is up in all 3 Okanagan regional districts (RDs) and profitability has increased
in 2 out of 3 RDs (RDNO & RDCO)®. In 2016, 9.6% (72,133 ha) and 8.23% (27,217 ha) of
the total area of the RDNO and the South Okanagan, respectively, was actively farmed.’

The South Okanagan-Similkameen region in particular leads the production of fruits and
vegetables in the region where the warmer temperatures and drier growing climate are
more conducive to crops than the Northern and Central Okanagan and Kootenay regions.
The largest number of farms in the Thompson-Nicola and North Okanagan region is
focused on cattle and ranching.®

4 Source: https://research.rabobank.com/far/en/sectors/farm-inputs/cracking-the-code-on-precision-farming-
and-digital-ag.html

5 Source: Interviews with key stakeholders and validated by the Cracking the Code on Precision Farming
Report. https://research.rabobank.com/far/en/sectors/farm-inputs/cracking-the-code-on-precision-farming-and-
digital-ag.html

6 Framework Report to the Regional Growth Management Advisory Committee T May 8, 2017 Page 3

7 State of the Basin Report 2016, Okanagan Valley Interregional Monitoring and Evaluation Framework,
Regional Districts of North Okanagan, Central Okanagan, and Okanagan-Similkameen, May 5, 2017, Page 13.
8 Source: OVEDS © 2015 Okanagan Valley Economic Development Society i Okanagan Valley Economic
Profile. Page 42. Also, Cansim Tables 004-0021 from Stats Canada - http://www.statcan.gc.ca/daily-
quotidien/170510/dg170510a-cansim-eng.htm.
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Food Processing. The BC food and beverage processing industry is a major contributor
to the BC economy. About 87% of the 1,108 food and beverage processing
establishments were micro and small operations employing between 1 and 49 people.®
However, BC is one of the only provinces without a food commercialization centre similar
to what is found in Alberta, Saskatchewan, Manitoba, Ontario, Quebec and Prince Edward
Island. About 40% of the budget for most food innovation centres is provincial.

The characteristics of the 120

BC agriculture industry
were echoed in two studies: 100

1. InJune 2014, the 80
British Columbia
0 60
Data Catalogue
identified 332 food 40
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processors by 20
region as follows: I
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2. The 2015 o

Community Futures
Development Corporation of Central Okanagan - Central Okanagan Small Scale
Food Processing Study*!.

This study identified over 175 companies and organizations involved in small-scale food
production in the greater Okanagan region (derived from the IHA Food Licenses List)*2.
This represents about 15% of the total number of food and beverage processing
businesses in BC. Specific to the South Okanagan, there are 70 small-scale food
processors (not including wineries) in the region where 68% generate above $50,000 with
16% generate over $1,000,000 in revenue. In the region, there are also 143 wineries with
revenues that range from $100,000 to over $1,000,000.%3

This study determined that there is a wide range of individuals who operate small-scale
food processing businesses. Many of the new entr
there are older entrants as well. A typical emerging processor would start a home-based

Source: BCFPAG6s I ndustry Ov adyvofithe BC Food dnd BaverageRrocassing mpact St
Industry. https://www.bcfpa.ca/sites/default/files/bcfpa_factsheet_-_nov_7_2016_final.pdf

10 BC food and beverage processing establishment counts by type of processing and region (June 2014).

11 Source: The 2015 Community Futures Development Corporation of Central Okanagan - Central Okanagan
Small Scale Food Processing Study, page 5. http://www.cfdcco.com/images/Final_Project_Report_-
_Central_Okanagan_Small_Scale_Food_Processing.pdf

12 The respondents for the study included businesses ranging from newly started to 10 years in business.
Number of employees also ranged from family only to 10+ employees. Of those who businesses, 38%
indicated sales of $15,000-$30,000 while the rest ranged from $50,000 to $1-$5 million. Interestingly 88% of
the respondents indicated having postsecondary (college or university) education.

13 Source: D & B Hoovers Database retrieved on December 15, 2016.
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business that is product-driven, often built from a hobby. Owners face challenges with
bureaucracy and regulations, finding facilities, and competing for space at markets and
shows. Upon popularity of their products, they realize they need to build or expand their
production facilities.4

With growth, food processors were challenges with finding suitable labour and/or they had
limited capacity for moving forward. They also expressed the need to move to retail sales
but delivery and freight were major costs and have led to more than one business moving
to larger centres for production. Many of the established businesses have cycled from
home-based facilities to rental or co-pack facilities and back to owned facilities to
accommodate jumps in production.*®

Commissary Kitchens. A commissary is a licensed and inspected commercial-grade
kitchen facility that is set up for the centralized preparation and storage of food for
distribution to many different sites. Food artisans, food truck owners, chefs and others use
commercial kitchens or commissaries as a more affordable means to using a professional
kitchen. There are a few commissary kitchens within or near the OSK region:

1 The Farm Kitchen project is a new incubator commissary kitchen located in
Cranbrook (www.farmkitchenconnect.ca);
1T Beckmanés Fine Foods is a cohedleyr ci al

14 Source: The 2015 Community Futures Development Corporation of Central Okanagan - Central Okanagan
Small Scale Food Processing Study, page 8. http://www.cfdcco.com/images/Final_Project_Report_-
_Central_Okanagan_Small_Scale_Food_Processing.pdf

15 Source: The 2015 Community Futures Development Corporation of Central Okanagan - Central Okanagan
Small Scale Food Processing Study, page 8. http://www.cfdcco.com/images/Final_Project_Report_-
_Central_Okanagan_Small_Scale_Food_Processing.pdf
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i1 Valley Kitchen is a commercial kitchen in Winlaw and has some dehydrators; and
i Saj Common Kitchen is a culinary incubator in Kelowna.

A Kootenay-based food technology consultant said that there are agri-food entrepreneurs
in the Kootenays that have not found a commercial kitchen with a kettle and bottling line
within the southern interior and have had to drive to Vancouver to use this equipment. This
reflects a potential opportunity that can be further explored in the business plan phase.

A survey and/or further focus groups can be conducted in the Slocan Valley, Invermere,
Nelson and/or Creston to identify those individuals who would use a flexible bottling line
and identify their specific needs. The agri-food businesses can in turn do the research on
what equipment is ideal for their multi-use and ideally contribute to the purchase of the
specialized equipment so there is real commitment from the businesses.

Wineries. There are 275 licensed grape wineries in British Columbia (341 total licensed
wineries)!®, ranging from small family run vineyards to large luxurious facilities. Several
wineries have garnered international recognition and awards for quality wines and are
widely sought after by locals and tourists for the quality. Vintners in the region continue to
innovate with the introduction of major grape varietals,!’ clones and specialty grapes to
exploit the terroir and expand the traditional grape growing areas.

The BC wine industry is well supported with industry associations, post secondary
programs and custom crush facilities. Okanagan Crush Pad in Summerland is a custom
crush winery that assists smaller wineries throughout BC with any step in the process,
from the vineyard right through to marketing their products. There are also other wineries
providing this O6incubatord service.

Agri-tech. Agri-tech is transforming the agricultural sector in radically new ways, such as
using biochemistry, drones, electronic sensors and big data analytics.

Agri-tech innovators and entrepreneurs from BC are well known internationally, such as
Summerland Varieties Corp, Terramerra and Okanagan Specialty Fruit. They benefit from
strong sector resources in the region, including SRDC, the new BC Wine Information
Centre Sensory Lab, located at the Penticton campus of Okanagan College, and the
Sterile Insect Release (SIR) Program. Federal and BC provincial government support
research and development activities and facilitate the demonstration, commercialization,
and adoption of new technologies as a means to accelerate the pace of innovation.8

4.3 Competitive Advantage for the Region

MDB Insight developed an Industry Targeting Decision Tree model that was used to help
identify the greatest opportunity within the South Okanagan-Similkameen (SOS) in its
MDB Insight: South Okanagan-Similkameen Economic Development Group Foreign Direct
Investment Strategy 2016 Report. The sector convergence diagram below that was

16 source: BC Wine Institute. http://www.winebc.org/press_room/statistics/

17 Source: OVEDS © 2015 Okanagan Valley Economic Development Society i Okanagan Valley Economic
Profile. Page 42.

¥ MDB Insights: South Okanagan i Similkameen Economic Development Group (SOSEDS) Foreign Direct
Investment Strategy 2016.
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extracted from this report shows the importance of agri cul ture. AWhere tw
the region has a competitive advantage at aregionalorn at i on al l evel . 0

A4

Wineries/
Viticulture

\
—~@

The SWOT analysis from the MDB Insights Foreign Direct Investment report outlines key
opportunities for the region and affirms the need for an agriculture innovation centre.
Please see Appendix 3.

/
products

5 Best Practices Incubators & Accelerators

New Concept

The concept of incubators and accelerators primarily focused on agriculture is a new

concept in Canada. The province of BC has two accelerators with an agriculture-
technology focus; SRCTecand Bioent er pr i s e. Both are part of BCQ
and both have programs that solely focus on supporting ag-tech companies.

Bioenterprise is a not-for-profit business accelerator that was started in partnership with
the Government of Ontario in 2003. They have recently opened an office in Vancouver
and will be accessing space at SRCTec. While SRCTec focuses on providing assistance
to innovative start-ups, Bioenterprise focuses on helping existing ag-tech companies
expand internationally. SRCTec and Bioenterprise were the only Canadian accelerators at
the recent Ag-Tech Venture Forum in Toronto.

Okanagan Agriculture Innovation Centre | Feasibility Study - 21



5.1 BC Agri-Tech Incubators & Accelerators

5.1.1 SRCTec 1 Abbotsford, BC
Overview

SRCTec is a non-profit organization that was started from BCIC funding in 2007. As a
tech entrepreneur in Abbotsford, Ray Szabada saw an opportunity to include Agri-tech as
part of their existing accelerator. Since the region has a heavy agriculture focus, Ray
believed technology coul d as s idefinitioh af aga-techfisar mer s .
fAnything that measures, automates or improves agriculture is considered agri-
tech. o

Funding for SRCTec was $850k for a 3-year period. The agri-tech program has only been
in operation for 2 ¥z years and has had approximately 37 program participants. All staff
andAiExecutive i n Rersvideseppartearsd@uidarEe oR é mix-time basis.

The design of SRCTec programs and services follows the initiatives BCIC is offering to BC
entrepreneurs. As a means to generate extra revenue and help the organization become
self-sustaining, SRCTec has implemented corporate consulting services and partnerships.

The organization believes innovation will come from the younger population and they have
since added programming for children in grades 7 & 8. SRCTec also has an informal
partnership with the University of the Fraser Valley.

Interest in Partnership

SRCTec is open to a partnership or satellite program with the OAIC. Because BCIC

funding for the Ag-Venture program is limited to SRCTec, they are authorized to provide

services anywhere in the province. SRCTec also recommends having mentors with a

focus on agriculture expertise. SRCTec clients were looking forEIR6s wi t h speci fic
knowledge in agriculture and not just standard business advice.

Peter Brisco e , one of t heRas g adalispmg dutias te another EiR with
agriculture experience because he realized many of the business principles found in
agriculture are not the same as standard business practices. The standards and
regulations required in the agriculture industry are extensive and an experienced EiR with
agriculture experience will know how to overcome regulatory obstacles.

5.1.2 Bioenterprise BC1 Vancouver BC
Overview

Bioenterprise Corporation is a not-for-profit agri-tech business accelerator offering
commercialization services to help promote the creation, growth and expansion of
businesses engaged in Agri-Technologies. Founded in 2003, they work with new agri-
technology ventures. The goal of Bioenterprise is to transform cutting-edge ideas into
commercial success and connect investors to high-potential opportunities. In 2008,
Bioenterprise established the Agri-Technology Commercialization Centre with support and
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assistance from Ontario Agri-Food Technologies, Soy 20/20, Ontario Ministry of
Agriculture Food and Rural Affairs and Agriculture and Agri-Food Canada. This centre
provides a hub of specialized industry knowledge and market expertise.

While they do not offer specific programs, the services and expertise of Bioenterprise
includes commercializing agri-businesses, business plan assistance, financial and
marketing strategy development, investment preparation, as well as sourcing to a variety
of capital funding.

Bioenterprise is supported through Growing Forward 2, a federal-provincial-territorial
initiative, and the Canada Accelerator and Incubator Program (CAIP) delivered by the
National Research Council of Canada's Industrial Research Assistance Program ( NRC6 s
IRAP).

In 2010, the organization had a national mandate to start working coast to coast. In 2015
the organization received funding from NRC to expand across the country. In Feb of 2016
an office was set to open in Vancouver. Since November 2016, the office has been
officially opened with Jessica Taylor as acting General Manager. In BC, the organization
has developed partnerships with BCIC and SRCTec and is currently accessing office
space in the SRCTec building.

Interest in Partnership

Bioenterprise is very interested in partnering with the OAIC. They would bring in the global
network of experts that can be utilized by all OAIC entrepreneurs. A partnership would
provide them the opportunity to expand their offering outside of the Lower Mainland and
into the heart of the tree fruits and viticulture industry.

5.2 BC Incubators & Accelerators

The BC Acceleration Network drives economic development and job creation by
supporting entrepreneurs and tech companies in their growth. The network shares
expertise through the EiR model. There are 14 accelerators in the province with AO
offering services in the Okanagan Region and the Kootenay Association of Science and
Technology (KAST) in the Kootenay region. Except for SRCTec and Bioenterprise, the
accelerators across BC do not currently have ER60s f ocused on Agriculture.
best practices research, we have included an analysis of AO and MIDAS, a metallurgy
incubator based in the Kootenay region.

The accelerators in the BCIC Network use the following program model to assist traditional
tech companies with growth, These programs are suitable for agri-tech, agri-food or
agriculture businesses with the agriculture experience and expertise but are lacking the
skills and knowledge on the business side.
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Product Market Market Market Exit or
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Startup - Basics BC & celibration Reviix

Source: Accelerate Okanagan - https://www.accelerateokanagan.com/programs/

These programs are suitable for those participants that have the agriculture experience
and expertise but need further support and mentoring on the business side.

5.2.1 Accelerate Okanagan (AO)i Kelowna, BC
Overview

AO has been in operation since December 2010. It was formed through the amalgamation
of the Okanagan Research and Innovation Centre (ORIC) based in Penticton and the
Okanagan Science and Technology Council (OSTEC) based in Kelowna. AO is supported
through funding from BCIC, NRC and the province of BC in addition to client and
membership fees, and corporate partnerships. The mission of AO is to help increase the
number of technology companies that start and grow in the Okanagan. The organization
offers services from Salmon Arm to Osoyo00s.

AO has recently moved into the Okanagan Innovation Centre, which is a central hub for
the Okanagan tech community to help drive connections and thrive. This new building will
house other organizations with one full floor dedicated to AO including offices for
entrepreneurs to rent.

Interest in Partnership
AO is interested in partnering with OAIC to open up a satellite office. Alex Reid is already
responsible for the South Okanagan-Similkameen region and can provide services to any

entrepreneurs in the region. They are interested in expanding their current programs to
the agri-tech industry and have more representation in the South Okanagan.

5.2.2 MIDAS (Metallurgical Industrial Development Acceleration and
Studies) 1 Trail, BC

Overview

MIDAS is owned by KAST. It focuses on applied research, commercialization and digital

fabrication training for the metallurgical sector. MIDAS offers manufacturing technology
(including 3D Printing) to West Kootenay companies, entrepreneurs and students. MIDAS
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is a partnership between KAST and Fenix Advanced Materials, a tech business that
specializes in ultra-high purity metals. The goal of the partnership is to create opportunities
for the commercialization of technology.

The initial cost to establish MIDAS was $2 million dollars, funded by the Government of
Canada, WED, Columbia Basin Trust, Community Futures of Greater Trail and BCIC.
Training and programming partnership were formed with the Lower Columbia Initiatives
Corporation (LCIC), Selkirk College, UBCO Engineering/Business faculties, and MITACS.

There were several best practices used to design the framework for MIDAS:

1. Capitalize on existing resources 8 an industrial facility with local instructional
expertise in digital fabrication (Selkirk College), a strong regional business
coaching program (KAST) and a university-based internship program pairing
industry with graduate-level R&D (UBCO).

Public and private leadership & to bring the various stakeholders together.

Attract private investment to use the facility.

Local college provides a workforce that can leverage changing technologies.
Public-private partnerships are created 8 to enrich research capacity, develop new
ideas, and bring products to market.

abkwn

5.3 Food Innovation Development Centres

Food Innovation and Development Centres are found in many parts of Canada except for
the province of BC. These centres are focused on providing a variety of services to
entrepreneurs and companies who sell value-added food products. We have included an
analysis of selected food innovation centres in Canada.

5.3.1 Agrivalue Processing Business Incubator (APBI) 1 Leduc, AB
Overview

The Agrivalue Processing Business Incubator (APBI) is a multi-tenant facility providing the
infrastructure and services to support the establishment and growth of new agri-business
ventures in Alberta. The APBI is a federally registered establishment enabling resident
companies to market their products nationally and internationally.

As a government-run organization with their own scientists, food developers, retail
specialists, and business support professionals, the APBI operates on a fee for service
model with subsidized rates for some services. Clients are encouraged to apply to the
Growing Forward program for financial support. The APBI will only refer to outside
scient i sts if they dondét have someone with
academic institutions and private organizations on shared initiatives or projects.
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5.3.2 BIO FOOD TECH i Charlottetown, PEI
Overview

BIO FOOD TECH provides professional technical services to the food and bioprocessing
industries from concept to pilot to market through three integrated business divisions:

1. Practical food science and technology expertise for food and bioprocessing
sectors.

2. Fermentation, extraction, isolation and purification services at lab and pilot plant
scale.

3. Comprehensive, accredited lab analysis, ini plant support and troubleshooting.

Established in 1987, BIO FOOD TECH is a contract research, processing and analytical
services company. The team is made up of food and bioprocessing scientists,
microbiologists, technologists, engineers and support staff.

BIO FOOD TECH has had clients work with Bioenterprise but the majority of their clients
do not sell globally. Very few of their clients produce on a large scale. While there is a lot
of processing assistance in Guelph Ontario, the local community appreciates their local
expertise.

5.3.3 Saskatchewan Food Industry Development Centre (Food Centre) i
Saskatoon, SK

Overview

The Food Centre is a non-profit organization with very little funding from the
Saskatchewan Ministry of Agriculture (15% of budget). The organization was started by
industry rather than academia or government. In 1998 after the Federal Government
terminated the CROW rate program, $10m was put into the establishment of a food centre.
Of that $10m, $2m established the facility, while $8m went into an endowment fund to
cover future annual operating costs.

The Food Gedattiste lielp with the development of new products for
corporations and entrepreneurs. They offer a full continuum of agriculture services
however tend to sway more on the value-added side with the development of agri-food
products. They do not offer any formal programs and work one-on-one with clients. The
Food Centre works in collaboration with the University of Saskatchewan and POS
Bioscience, a private agri-food research lab.

The Food Centre provides basic research services for food companies looking to develop
products. Their clients are entrepreneurs and corporations mainly from Saskatchewan but
some do come from outside the province. Their main role is to assist with
commercialization and value chain analysis. They do not offer any support with the
business side of the venture. However, they will often conduct grocery store tours with
entrepreneurs to identify where they see their product sitting on the shelf.
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Some of the challenges with the organization is funding for capital items and finding staff

with expertise. They alsofi nd t hat the small er companies donot
organization to do all the research required. Fees are determinedbased on cl i ent ds
and budget available.

5.4 International Ag-Tech and Food Accelerators & Incubators

5.4.1 THRIVE - Los Gatos, CA
Overview

Started by John Harnett of SVG Partners, a technology investment and advisory firm,
THRIVE is focused on advancing technologies in the food and agriculture industries.
Through its annual Open Innovation and Seed Accelerator programs and its venture and
advisory services, THRIVE has been helping innovative technology companies disrupt,
scale and lead in the global AgTech market since 2014.

THRIVE connects the expertise of tech companies to on-the-ground knowledge of
agricultural companies, the financial backing of investors, and the innovation of
entrepreneurs. THRIVE is heavily focused on securing significant investment for innovative
ag-tech products and typically invests between $25K-$250K on each entrepreneur.

The organization is privately funded through corporate partnerships. Founder John

Harnett convinced companies |ike Driscolldds and
responsible and re-invest in local agri-businesses. SVG Partners specializes in helping US

firms enter the European market. As a native of Ireland, John has the network to assist US

companies with exporting to Europe.

Other international agri-food incubators and accelerators reviewed for the study include:

5.4.2 FOOD-XT1 New York, NY

Food X is a business accelerator that is focused on launching food-related businesses with
a multi-stage evergreen fund SOS ventures. It partners with early-stage food, beverage
and health food companies to help them successfully take their products and services to
market. The program provides up to $50,000 in funding in return for 8 percent equity, as
well as regular sessions with food and tech luminaries.

5.4.3 The Innovation Institute for Food and Health i Davis CA

Mars Inc. announced a $40 million, 10-year commitment to develop the World Food
Center at the University of California Davis. Since 2013, the objective of the World Food
Center has been to help shape strategy and policy. They serve as a focal point for
deepening and broadening the university's collaborations with industry partners. They also
connect research to society and the marketplace.
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5.4.4 Dig Eat All - San Sebastian, Spain

This five-week acceleration program focuses on accelerating start-ups that are innovating
the food, agriculture and health value chains. The intensive program offers mentorship,
workspace, up to 0250,000 in funding and stratec

5.4.5 Sprout Agri-Tec Accelerator i New Zealand & Australia

Sprout is the premium accelerator for advancing agri-tech start-ups. Every year Sprout
identifies eight start-ups and provides:

Cash investment of $25,000 in exchange for equity;

Expert training and mentorship in all areas of business growth;

Access to a national and international investor group; and

Opportunity to raise between $100,000 - $1M capital at the Sprout company
showcase.

=A =4 =4 =9

Throughout the program, start-ups and entrepreneurs receive funding and world-class
mentorship and training from leaders in technology, research and business growth.

5.5 Conclusions from Best Practices:

1. Credible champions. Passionate champions are required to spearhead the program
and develop key relationships. The champions of the other accelerators are often their
CEOs and/or directors. OAIC should set aside room in the budget to compensate the
Centreds champions (e.g. equity in companies/ b
potential participants and investors within their large network and ensure everyone
involved is on board and behind the ultimate success of the project.

2. Collaborative Partnerships. The best practices research showed that collaborative
partnerships are needed to run an effective accelerator/incubator. OAIC should
formalize a partnership, through a MOU, with the following organizations:

i1 Bioenterprise BC for later stage agri-businesses that have moved beyond proof of
concept and need help with further due diligence, market strategy for export
readiness, development, funding application guidance and investment readiness.

1 SRCTec for specific agri-tech mentoring, expertise and programs for the start-up
incubation phase;

1 AO for the startup technology-focused mentoring, expertise and programs.

A collaborative effort will extend the network, pool expertise, bolster funding, provide
co-marketing, assist with participant recruitment and help build a private investment
fund specific to agriculture. At least a 5-year outreach commitment would need to be
provided since most accelerators said it took more than 5 years to see any kind of
meaningful results. Annual applications to funding sources will be necessary even
after the end of this project period.
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Collaboration should also include partnerships with other food innovation and agri-tech
accelerators and incubators, industry associations and government agencies to ensure
sustainable funding for the Centre and programming that does not duplicate services
by other jurisdictions.

3. Organizational Structure. To streamline both cost and time to initiate a centre, a
possible option is for OAIC to become a satellite office for one of these primary
partners: Bioenterprise BC, SRCTec and AO. Funding agencies require that an
organization have at least 1 to 2 years of financial statements.

Some of the accelerators researched were based on a social enterprise model. BC in
particular has launched an innovative new hybrid corporate model, the community
contribution company (C3 or CCC), in response to growing demand for socially
focused investment options. These social enterprises are driven primarily by social
objectives rather than the need to maximize profits for shareholders.'® Profits
generated are principally reinvested back into the organization or community. They
have a different tax structure than not-for-profit organizations and are usually easier to
set up. The structure for the Centre will need to be determined and formalized with
partnership agreements during the business plan stage.

It is imperative that the Advisory Committee/Board has fair representation of key
stakeholders in the OSK region to ensure regional interest is supported and
represented. Committee representation should include senior staff from government,
elected officials, academia and research, agri-businesses and economic development
service providers.

4. Differentiation. To ensure optimal use of government funding, the Centre must
distinguish themselves from other agri-food and agri-tech accelerators within BC, and
potentially outside of BC, and not duplicate what is already provided within the industry
and/or region. At this stage, there are no pilot food processing facilities within the
region or BC. In addition, the OSK region offers very different agriculture products
than that in the Lower Mainland (e.g. tree fruit and viticulture vs. field crops and dairy).
Therefore, the OAIC has the opportunity to meet the local needs for food development,
processing, testing and sensory analysis that no other BC accelerator offers. There is
also an opportunity to share resources and participant referrals on the agri-tech side
with SRCTec as entrepreneurs may benefit from field-testing their products with
different crops (e.g. berries and greenhouses vs. tree fruits and vineyards). The
business plan phase will need to further developtheCent r e6s val ue proposit

5. Staffing. One OAIC Director with sales and marketing skills is required for the Centre,
andreportstot h e 6 p a #teehmatcéleratog such as Bioenterprise BC or SRCTec.
By year 2 and 3, there will be a requirement to add part-time support and advisory
staff.

6. Education and communication. Educating the value and importance of agriculture in
a community or region is an important element of success. This Centre needs to have
allocated resources to do exactly that and leverage the co-marketing opportunities with
partners.

19 source: http://www.fin.gov.bc.ca/prs/ccc/.
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7. Attracting start-up entrepreneurs. The OSK regionds agriculture

characterized by numerous small agricultural businesses and very few medium to
large players. OAIC should focus on attracting entrepreneurs and small businesses
that are growth-oriented so that there is a willingness to pay for services provided by
the Centre. A participant selection process will be required to ensure the most
promising businesses are accepted into the Centre.

8. Investment Attraction Strategy. The OAIC should be closely tied in with the IAS for
the region, where there are opportunities for co-marketing. The Centre can be used as
an anchor to attract new entrepreneurs to the region.

6 Results from Focus Groups and Interviews

Following the best practices analysis, information collected from the focus groups and
interviews were reviewed for consistencies and patterns. This section highlights the
results of the amalgamated feedback, starting with some of the issues currently being
faced by the industry and the respective opportunities.

6.1 Problems and Opportunities

Entrepreneurs and stakeholders have expressed the problems and opportunities that

arendét being addressed in the OSK region.

shown to provide structure to the feedback.
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PRIMARY INPUTS

Breeding and Growing Data Collection & Harvesting Quallty Control

Propagation Field Monitoring
Ag Value PRODUCTION & PROCESSING

Chain

e

Qil Processing Food Processing  Beverage Processing  Produce/Poultry/ Food Packaging
Dairy Processing

TRANSPORTATION & INFRASTRUCTURE

Business/IT Marketing Cold Storage Shipping Distribution Retail

Source: Thirst Marketing, 2017

A OhHiege el 6 summary of the probl ems Futhdr opportuni
elaborations of these examples have been provided in Appendix 4.

Primary Inputs:

1. Problem: Growers have difficulty accessing plant material of a premium variety. There
are also significant virus issues that have to be addressed within the region, as well as
internationally.

1 Opportunity: Molecular virus testing for orchard fruits. Development of new
varieties that are virus free. Establish new agreements with large fruit breeders to
access new premium varieties.

2. Problem: Existing orchards have older irrigation infrastructure that does not optimize
water usage. Farmers do not see the value in upgrading.

A

1 Opportunity: Inteligent 6 i rr i gat i cermadvangesihwirgless derffls@d U s
and maintains soil profile.

1 Opportunity: ldentifying ways to ensure great innovations get uptake by smaller
farms, help them become digitalized and apply these great efficiencies.

3. Problem: Difficulty in assessing, diagnosing and monitoring pests, weeds, soil and
plant health issues, particularly in varying microclimates.
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1 Opportunity: Data analytics, drones (with multispectral imaging capabilities), open
data sourcing, biosensors and predictive software are being used for monitoring
weather, micro-climate conditions, soil moisture, water quality and pathogens.
Emerging technologies are electronic/ultrasonic sensors for targeted spraying and
weed control.

4. Problem: Food safety requirements mandated by CFIA and grocery chains have been
getting O6overly stringento. I n addition, farm
regulatory compliance procedures.

1 Opportunity: Streamline the regulatory paperwork and standardize data collection
and storage across the industryods value chai

Production and Processing

1. Problem: No accessible pilot food processing facility within BC to use culled fruit for
secondary manufacturing or to develop and test food and beverage products and
respective packaging.

1 Opportunity: Build an OAIC pilot food processing facility and/or technology driven
commissary kitchen. Commissary Connect (www.commissaryconnect.ca) is an
innovative commissary kitchen concept that creates an environment for new and
emerging products. They help design the space to suit the uniqueness of the
region with the right technologies and are interested in potential franchising.

BC Ministry of Agriculture would like to build a standard of commissary kitchens
that supports all sizes of processors and has the technological and data support
similar to the Commissary Connect model. Please see Appendix 4 (Food
Processing Opportunities) for more details.

2. Problem: Organic farmers and food processors are concerned with a lack of
sanitizing options and have looked into alternatives to chemical sanitizers for
preventing food borne illnesses.

1 Opportunity: Ultra-violet C (UVC) light is being studied at Washington State
University and has shown to be effective against foodborne pathogens on the
surface of certain fruits, particularly apples, pears and other smooth skinned fruit.
Further research identified that UVC has germicidal properties that can be effective
against e-coli and other bacteria, mold and viruses.?°

Transportation and Infrastructure

1. Problem: There is currently no place to get start-up farm support with farm machinery,
equipment and technologies in the region. The Ministry of Agriculture Technology
Extension is no longer available due to resource constraints. There are also a number
of small scale food processors seeking business support for farmers and processors
and are Atired of hoping that the goovernment w

20 source: https://phys.org/news/2015-07-uv-foodborne-pathogens-fruits.html#jCp
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1 Opportunity: Reinstate the technology extension program through the OAIC with
a delivery model that suits the changing demographics and primary occupation
demands of the farmer.

Problem: Seasoned farmers managing older, less desirable orchards do not take the
time or have the business skills to understand the cash flow/business side of their farm
operations.

1 Opportunity: Farm business management software tools, education and
mentorship.

Problem: Entrepreneurs often have difficulty accessing capital or it takes much longer
to acquire than anticipated.

1 Opportunity: OAIC can provide networking opportunities, pitch sessions to
investors and access to finance as one of their services.

Problem: The OSK region is made up of many small acreage parcels, which makes it
difficult for a producer to warrant the investment required to adopt new technologies in
agriculture.

1 Opportunity: BC processors/growers can adapt a cooperative model for acquiring
agriculture technologies where they collaborate and pool resources so that
economies of scale can be captured.

Problem: Higher density orchard systems and technologies require significant upfront
coststhat manyofthenew younger f ar m¥ourg facnarsviant todelst or d
land but the older generation farmers do not want to reinvest in their orchards. Also,

the older farmers are not aware of young farmers wanting farmland to lease.

1 Opportunity: OAIC can provide education on programs and funding available to
help young farmers adopt technologies. Portal and networking events for the
sector can connect the younger and older generation farmers.

Problem: Farmers consolidations are a trend throughout the region. The spatial
requirements of managing these consolidated acres require technology.

1 Opportunity: New software, IT and hardware capabilities help manage and track
farm assets with multiple sites, machinery maintenance requirements and work
teams for multiple sites.

Problem: The starch test used to test fruit maturity is not always accurate.

1 Opportunity: There are new non-destructive methods for testing fruit maturity,
such as measurement of ethylene gas being released by apples and the dry matter
weight testing to predict fruit storability.

Problem: Monitoring and tracking the quality of sweet cherries and other fruit post-

harvest. There are large volumes of spoiled fruit that occur at the retail grocery store
as shrinkage or fruit being stored or transported in unfavourable environments.
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1 Opportunity: Innovative pathogen devices, JIT ordering systems, integration of
machinery and processes with traceability programs, food packaging and supply
chain logistics will help with food wastage throughout the value chain. There is
also potential for a storage facility for frozen and/or dried fruit. Postharvest
treatments, such as ozone, can be used to slow down fruit maturity and reduce
microorganisms present in food. Other methods include various physical (heat,
irradiation and edible coatings), chemical (antimicrobials, antioxidants and anti-
browning) and gaseous treatments.

9. Problem: Agri-businesses within the supply chain are not documented and not easily
known. There was an expressed need to share weather information, farm
management issues and solutions and industry events. Also, farmers are growing
products that are not necessarily needed by the market.

1 Opportunity: A centralized on-line portal that has a database of resources that
connect key industry players (e.g. agriculture products and distributors; agriculture
by-products and processors). OAIC can also host the space for a forum.

10.Problem: Local fruit suppliers cand6t predict their
to the large grocery chains.

1 Opportunity: A better-integrated business systems to enhance the fruit harvest
forecasting models for better predictability through the use of big data.

Waste Management

1. Problem: Crop spoilage can range from 10 to 45%. This causes not only huge
economic losses, but also a potential health hazard because of pathogenic bacteria,
viruses, and parasites.

1 Opportunity:

- Innovative pathogen detection monitoring tools and devices, such as microchip
technology for detecting the presence of spores and viruses to improve food
traceability and fruit quality;

- Innovative food drying technologies; shelf stability methods; and a mobile food
processing service with CFIA and HACCP certification; and

- Byproducts recovery from the solid waste streams to be used for secondary
processing such as the nutraceutical and cosmetic industry.

2. Problem: Large volume of food waste from restaurants goes to landfill. Recycling
plastic and transportation of food waste are other issues.
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1

Opportunity:

A California waste-to-fertilizer company, WISErg, provides grocery stores,
restaurants and other food vendors with ways to recycle expired produce and
leftover prepared foods and transform it into a liquid fertilizer.

A Chicago based company, Zero Percent, developed an app that allows
restaurants and retailers to list their leftover food and then sends texts to food
pantries, soup kitchens, etc. to let them know what is available. Its software
provides analysis and reporting features to help their customers waste less.??

Labour Market and Education

1. Problem: Lack of affordable housing and high land costs.

1

Opportunity: Some farmers have provided on-site housing for workers. There are
also plans for three affordable housing developments in Summerland.

2. Problem: Lack of agriculture-specific skilled labour (e.qg. field technicians, farm
managers, horticulturalists) and no place in the region to find or gain hands-
on/practical farm experience.

1

|l

Opportunity: Optical scanners and sizers in the cherry industry; weeding tools
with sensors in viticulture; and robotics in packaging have all been utilized by agri-
businesses as a way to automatize processes. Self-propelled harvesting platforms
have also been used in Italy and South America and have the potential to be
owned and shared by growers in the region within a co-op model.

Opportunity: Farm school internships/ practicums that can be delivered at the
OAIC.

Opportunity: Farm labour recruitment agency for migrant and seasonal labour.

3. Problem: Many people do not understand the value of the agriculture industry and its
economic impact to our communities. The current promotion of agriculture careers is
also sub-par.

|l

Opportunity: An awareness campaign to promote the value of agriculture to the
region can be created so that the public understands its importance both for land
needs and economic impact. This campaign would include careers in the industry
such as agriculture programs for primary and secondary schools to help promote
agriculture at an early age and get kids excited about farming.

21 source: AgFunder News. Lauren Manning. Food Waste Startups Grab More Attention as WISErg Raises
$12.3m. April 14, 2016. https://agfundernews.com/food-waste-to-fertilizer-startup-wiserg-raises-12-
3m5687.html

22 Food Tech Connect. Nina Meijers. 10 Startups Reducing Food Waste One Byte At A Time. 09 oct 2015.
https://foodtechconnect.com/2015/10/09/10-startups-reducing-food-waste-one-byte-at-a-time/
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6.2 Benefit of an Agriculture Innovation Centre

The concept of having a Centre focused on commercializing innovative agriculture
products and services for the OSK region received overwhelming support from both
entrepreneurs and stakeholders.

Figure 5: Number of people supporting an OAIC
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Respondents felt that space gives credibility to an organization and is an important

element for consistency and growing the Centre. Some of the stakeholders stated that the
region needs a place to:

1 Share ideas, solve key challenges (e.g. use of technology in response to
agriculture and food waste and climate change);
i1 Learn from other regions and bring in new technologies to refine and update the
current agricul ture i ndndsdefrytindustriegare t he r egi o
behind the rest of the world due to small farm size); and
1 Be the one-stop for agriculture, offering the following services:
- Jobs, careers and mentorship opportunities (i.e. work with semi-retired
farmers to support the transition of land to the younger generation);
- Expertise, knowledge, workshops, courses and training;
- Business management;
- Investment funds for start-ups; and
- Housing options for workers.

A formal agriculture innovation ecosystem would help increase investments into the area.
Respondents also believe that the Centre is needed to connect the grower with the needs/

requirements of the market and establish what st
region.
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6.3 Objectives and Goals

The overall vision of the OAIC is to foster and advance innovation and technologies
within the agriculture industry to achieve a sustainable, resilient and prosperous regional
economy. Respondents of the study identified the following 6 goals of the Centre:

1. Have one powerful portal/network for agriculture communities throughout the OSK
region so that activities are coordinated, efficient for entrepreneurs, synergistic and
focused;

Bring higher value jobs to the region;

Attract and match potential participants with agri-food and agri-tech mentors and

key investors;

4. Prioritize opportunities on the agriculture value chain for increasing the success
rate of commercialization;

5. Share resources (e.g. marketing, equipment, training programs), garner support
and leverage the strengths amongst partners and local businesses to be efficient
and cost effective; and

6. Enhance and build on the critical mass of current agriculture products and services
and support industries.

w N

The purpose of the Centre was defined in many ways:
Encourage Innovation and Entrepreneurship:

9 Build local prosperity by creating an ecosystem that encourages and accelerates
innovation, entrepreneurship and ideas to raise the profile of the agriculture
industry for the region and be globally competitive;

i1 Bring academic, researchers and scientists, large producers, smaller agriculture
entrepreneurs, tech companies, funders/investors and government together to share
ideas for new business development and innovations;

i Bring mentoring opportunities, diversity and inspire adoption of technology to small
agri-businesses;

1 Be the bridge for the technology transfer between primary research and practical
agriculture implementation; and

i Provide an open source for data sharing amongst the agriculture industry.

Education and Awareness:

1 Promote awareness of the importance of agriculture within our region;

1 Educate and train for jobs in the future (not only in tech but also within the context
of agriculture) and in sustainable farming practices;

9 Provide business training geared for start-ups in agriculture; and

i Foster integration of young talent into the program and succession planning with

retiring farmers.
Equipment Sharing:
1 Have access to and share equipment needed by food and beverage processors

(commissary kitchen) and agri-tech businesses (workshop space, powerful
computer and large monitor).
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6.4 OAIC Structure & Partnerships

The key to meaningful incubators/accelerators is the partnerships created within the
communities. Engagement agreements are required with key stakeholders. The types of
partnerships are described next.

6.4.1 Primary Partnerships

As mentioned earlier, there is an opportunity to leverage the strengths of the three

successful accelerators, Bioenterprise, SRCTec and AO. Collectively, all three are

valuable collaborators whose contribution together will be able to meet many of the needs

of the agri-food and agri-tech start-up businesses. However, one option is to have one of

these organizations assume the role of the lead organization for OAIC with the other two

accelerators being strong primary partners to deliver many ofther e mai ni ng O6pi eces b
required for a holistic service offering.

Bioenterprise BC. Bioenterprise BC was presented as one such option for being that
lead organization for several reasons:

Are the most established agriculture/agri-tech accelerator in Canada;
Have a strong agriculture network across Canada and internationally;
Are agriculture focused but have a tech component;

Have an existing MOU with SRCTec;

Receive both federal and provincial funding;

Their one-on-one delivery model suits the local farmers;

Have access to agriculture funding and agriculture investors;
Annually attend the National Agri-Investment Forum in Toronto;
They need BC partners in the agriculture community; and

Have shown significant interest in working with OAIC.

=8 =8 =099 _-9=19

However, Bioenterprise is new to the BC market, they do not have local connections and
they are still learning about the BC agriculture industry. The corporate advisory committee
currently has minimum representation in BC, with UBC Vancouver being one of the only
representatives. Stakeholders also expressed their concerns that Bioenterprise would not
be committed to the local business community and stakeholder needs.

Bioenterprise BC does not offer space, as they are not an incubator but rather partner with
others to provide this incubator space when required. Once entrepreneurs have gone
through the early stage programs of AO and SRCTec, the idea is to refer back to
Bioenterprise BC for support and connectivity for the next stage in business growth.

OAIC can tap into the Bioenterprise advisor network and access their discounted third
party service provider structure (e.g. legal, accounting, IP, engineering, etc.). There are
plans to have a Vancouver based agri-investment forum targeted to the food and food
systems industry in the fall of 2017.

AO. AO is another option for being a lead organization for the following reasons:

1 They are a well established local technology accelerator;
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AO6s network is extensive on the tech side

OAIC participants would benefit from being involved in their many networking

events where tech and agriculture participants can share ideas;

1 Programming is relevant to those agri-businesses that have the agricultural
expertise but have limited tech skills;

1 Being in close proximity, OAIC participants can easily access their programs and
business start-up expertise;

1 Willingness to create a delivery model that can be provided at the Centre and
structured to suit tgaprnobadcspawdoOssaagasenbi
can offer); and

1 Access to private investment funding through pitch sessions.

=A =

However, several interviewees said that access to agriculture expertise was critical in
meeting their needs with this Centre. AO currently doesn't have that and would need to
build capacity to learn and lead on the agriculture side. A partnership with SRCTec and
Bioenterprise would allow access to a network for the ag-tech expertise.

SRCTec. SRCTec is a third option for being a partnering organization:

SRCTecds networ k i dgeclgsd@wi ng on the agr.i

Tech startups that do not have the agriculture expertise and agri-businesses would

benefit from their validated programs that are custom to agriculture and agri-tech;

1 They provide events specific to agri-tech that are well attended;

i Participants can accessthei r agri culture Ei R6s virtually;

1 They are focused on entrepreneurs at the early stage of development, mostly in
agri-tech rather than food processing; and

1 SRCTec attends the Agri-Investment Forum in Toronto annually, and has a

network of private investors who have already invested in agri-tech companies.

(At the 2016 Agritech Innovation Challenge, two of the four $20,000 financial award

winners were SRCTec clients.)

1
1

However, SRCTec has only been in operation since 2014 and staff only work part time.
This may limit capacity to deliver agri-tech services and expertise to OAIC and would need
to be confirmed.

Recommendation: The project manager for this business plan phase should explore the
potential for partnerships amongst the three organizations and their respective
roles/contributions to the Centre. A preliminary planning session with the ag-tech
accelerators and the Ministry of Agriculture would help solidify the potential structure and
how best to move forward. It is best that this session takes place in the early stages of the
business plan development.

6.4.2 Education & Research Partnerships

SRDC. Wit h an agreement in place, SRDCO&s research
and consulting services in their current research fields on a per project basis. They have

two researchers to help businesses with product development (e.g. ingredient use,

functional products, food safety, unique attributes, sensory evaluation, health properties),

and several scientists in virus detection, genomics testing, soil health, farm management,
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etc. They provided support to BC Tree Fruits with their first cider, Broken Ladder. SRDC

can also draw from their network of scientists from across Canada for food development

expertise. Please see Appendix 5 for a list of the areas SRDC has the capacity to

support . Coll aborative opport ueseafciaees out si de of
available but are dependent upon meeting specific requirements.

Private industrydés access t o limite@theSrRme@Gt. Theyod pr o cC ¢
current hours of operation do not meet .the food

UBC-O. At a stakeholder consultation meeting, faculty Deans and the Deputy Vice-
Chancellor expressed their interest in supporting agriculture innovation in five ways:

1. Development of an agriculture industry professional training program as part of or
in compliment to the Entrepreneurship@UBC (e@UBC), a venture accelerator that
offers entrepreneurial workshops, programs for market validation and business
model development, mentorship, and startup space to help UBC entrepreneurs.
There may be opportunities to deliver some components of this program through
the OAIC).

2. Collaboration on agriculture projects that fit with their research areas and are
relevant to industry (e.g. research on produ
fruit by-products). Faculty can participate in mentoring by video and telephone
conferencing.

3. Potential collaborative projects utilizing the state-of-the-art Wine Sensory Centre at
the OC Penticton Campus and UBC-O6s research team. There cou
opportunities for product development and testing beyond the current wine
industry.

4. Provide accessto UBCO6s | ab space and equi pment as p
resources for the OAIC.

5. Integration of K-12 education outreach programs - potential to integrate current
agriculture topics (e.g. remote sensing, robotics, waste management).

Okanagan College. OChas a MOU with the University of the
Centre for Excellence in agriculture. There is an opportunity to discuss educational

programming offered by UFV that OC could host/deliver. The offering would of course

need to be self-funding, and/or have alternate sources of funding to cover the cost of

delivery. One potential area that has been specified by farmers and professional

agrologists include the need for agriculture technology extension and agri-business

courses/workshops.

OAIC and OC have the opportunity to collaborate and provide a delivery model that best

suits the industryds needs (e.g. frosnnhalf day s
class workshops, to exploration of longer-term credentials). In addition, there is an

opportunity to refer OC alumni and graduating students with promising agri-business ideas

to OAIC.
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Semi-retired Local Farmers. There is a need for succession planning to transfer the
wealth of knowledge from the semi-retired farmers to new, inexperienced farmers. The
strategy of OAIC would be to assemble a list of interested semi-retired farmers willing to
become subject matter experts and mentors. For example Frank Fenwick, an apple
orchardist in Summerland has expressed interest of becoming a mentor for young farmers.

Sylvia Chong, Foundtree Product Design. Sylvia is a food scientist and consultant in
food safety and product development, research and innovation. Her primary clientele
are small-scale food processers. The Farm Food Drink Business Advisory Team
(FFDBAT) and Found Tree are qualified to deliver agri-food business planning courses.
The current participant cost of $100/day [1], is subsidized by the Ministry of Agriculture.

Sylvia educates her clients on the PFFSTP to improve their capacity to address current

food safety and traceability issues (i.e. hazard analysis critical control point (HACCP) food

safety practices). Her workshop topics typically include: agrifood business planning, value

added product development, quality management, developing an HACCP plan,

prerequisite programs, sanitation training, food safety orientation, allergen management,

food safety and food spoilage, market access, financial planning quality assurance,
economics and logistics. Sy | vi abés expertise as a cOhnsutiait sci ent i ¢
would provide a huge benefit to the OAIC.

Community Futures. The General Manager of CFOS has expressed interest in becoming
an anchor tenant in the OAIC facility. The idea of co-habiting with OAIC could provide
users of the facility access to their training and loan services. They offer business loans to
their clients who normally would have difficulty accessing capital through traditional lending
institutions. A bi-lateral referral service would benefit participants of the program
throughout the various stages of commercialization.

NRC-IRAP. NRC-IRAP has an extensive network that can be accessed by OAIC

participants. They can access NRC6s network of scientist
technology advisors; and other NRC departments. IRAP typically covers travel costs

related to expert advisory meetings and can refer suitable participants to the Centre.

Participants can apply for IRAP funding once commercialized.

6.4.3 Industry and Funding Partnerships

Farmers. Farmers that are early adopters can provide field space for demonstrations,
testing, and trials for new innovations and technologies. Identifying those early adopters is
key.

Communities of the Okanagan Nations Alliance (ONA). There is the potential to

partner with the communities of the ONA and the First Nations Agriculture Association

(FNAA) to assist Aboriginal agri-businesses build capacity and develop their agriculture,

agri-food, or traditional agricultural based businesses. The FNAA provides support

Aithrough the provision of culturally appropriate
financial prod@&cts and serviceso.

23 Source: FNAA Website: http://fnbc.info/org/first-nations-agriculture-association.
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Industry Associations. BCFPA has indicated interest in co-marketing for events and
referring participants to the Centre using email campaigns to their membership.

SD 67. There are opportunities to develop agriculture programming at the primary and
secondary level as specified in the best practices research and focus group feedback.

Kwantlen Polytechnic University (KPU). Since early 2017 there have been several

discussions with local food advocates, representatives of Interior Health, and Dr. Kent

Mullin i x , Director of KPUG6s I nstitute for Sustainat
focus around the potential for two agriculture initiatives:

1. A Thompson-Okanagan Bioregion Food System Design and Plan that will assist
decision makers on future (2050) food system policies.?*

2. A Farm School that addresses the aging and decreasing number of farmers by
offering applied training to sustainable agriculture students.

The 9-month Farm School course includes both classroom and field training, including
business planning and sustainable farming methods. The Institute, in partnership with two
local governments, currently has two Farm Schools in BC (City of Richmond and
Tsawassen First Nations).

There is potential for an MOU to be established for a sustainable farm school program in
Summerland, with the Centre renting space for the program delivery (classroom portion)

and/or offering entrepreneurial skills and product-to-market workshops in partnership with
the Institute.

Funders. RDF, IAF Growing Forward, WED, SIDIT and the Sector Labour Market
Partnership are funders that can provide grants for the Centre. There are several other
non-repayable funding programs such as the IAF, Sustainable Development Technology
Canada and MITACS, to name a few, that could be available for the participants of the
Centre.

Note that the Agriculture and Agri-Food Canada (AAFC)O6s BC regional
Industry Services Branch can assist OAIC participantsé pat hf i ndé f or progr ams
within their organization. The federal commercialization stream is based on repayable

contributions (60/40% split) and is not grant based like the provincial level (which are

generally 50/50% split).

A main goal of the Centre would be to secure industry sponsorship as the industry
contribution required for government funding. Sponsorship can come from financial
institutions, law firms and/or other professional services organizations. It can also include
agriculture-related companies, such as suppliers, that fit the values of the Centre.

24 The Study applies four future (2050) food system scenarios to a baseline scenario generated from the
Census for Agriculture data and field data specific to the subject bioregion (the four regional districts in the
Thompson-Okanagan area), including water data from the Okanagan Basin Water Board. Measurements are
done for fifteen indicators (e.g. economic impact, food self-reliance, and GHG emissions). The completed
study will provide solid empirical data that can provide direction for policy decisions. This study will be
considered an agriculture asset and will positively impact several of the fifteen indicators. The study applies
four future (2050) food system scenarios to a baseline scenario generated from Census for Agriculture and
specific bioregion field data within the Thompson-Okanagan area.
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6.5 Location

6.5.1 Is Summerland a feasible location?

Yes. Over 90% of the respondents said that Summerland is a good location because it is
already a well-recognized agriculture area. It would be easy to promote the location
because of its renowned agricultural assets, such as SRDC. There is the potential to build
on these existing assets and create an area cluster that could have economic spinoffs and
help build a national agricultural prominence, much like Guelph has done.

Respondents felt that Summerland is central within the major growing areas, only being
one-hour driving distance from Kelowna, Oliver/Osoyoos and Similkameen. They also
said a Centre could easily leverage the connection to SRDC. In addition, the outlying
areas, like the Kootenay and Thompson regions, could easily access Summerland.
Industry organizations, such as the BC Wine Grape Council and Sustainable Wine
Growing BC, already use space at the SRDC for meetings. It would be ideal if SRDC had
space for this Centre given the positive effects of bringing together entrepreneurs and
innovative researchers and academics.

No. Seven out of 91 respondents did not believe that Summerland was a suitable location.
Some of these respondents felt that young people, students and participants wo u | ben 6 t
able to afford to live or find available housing in Summerland or Penticton. To address

this, some farmers have built affording housing on their own premise for workers. Others

felt that the older demographic in Summerland would not entice young entrepreneurs to

the Centre.

Another point made was that the graduating participants of the OAIC need a space to test
their products and scale-up production once their products were validated. There was a
concern that Summerland could not logistically offer that after having two prior businesses
leave the community (e.g. Mazza Innovations) because space to grow was not available.
Conversely, Okanagan Specialty Fruits has grown significantly over the last few years and
has remained in Summerland.

One person said that Summerland is not a central location for people having to fly into the
region (e.g. investors or keynote speakers would have to fly into Kelowna and drive to
Summerland). Others said that another location would be more suitable, and suggested
that the 6i ncQCbPerticdon Gampys eoaledbe a tiable option.

6.5.2 Space Requirements

As noted earlier, a physical space is required that encourages innovative thinking,
communication and exchange of ideas with other entrepreneurs. Industry representatives
said it is difficult to gain traction if there is no place for entrepreneurs to meet. The
environment needs to be positive and supportive to encourage entrepreneurs to execute
their business ideas to commercialization.

Space. As a minimum, the Centre needs to have:
1 4 to 6 desks for participants;
9 1 office for the OAIC Director;
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A meeting room to accommodate up to 20 people;

An 800 to 1000 sgft workshop/demonstration/lab space; and

A pilot value-added food processing facility/commissary kitchen for prototype
development, testing and small batch production.

= =4 =4

Agri-food related respondents said that the facility needs to be CFIA certified, and ideally
HACCP certified. They felt that having the pilot food processing facility/commissary kitchen
as part of the Centre was essential to develop the value-added agriculture industry.
Moreover, the development of value-added products helps to sustain the entire food
system.

There are three space options being considered:?

1. Lease a minimum of 1,500 to 2,000 sqft space to accommodate OAIC participants,
staff, partners, students and visitors. However, a few participants from the focus group
felt that the Centre would need to be a critical mass facility, where 1500 sgqftwo u |l d n 6t
be large enough to provide all the services requested;

2. Lease a space that is approximately 6,000 sqft that includes a 4,000 sqft pilot food
processing/commissary kitchen;

3. Lease a space that is approximately 8,000 sqft that includes a 4,000 sqft pilot food
processing/commissary kitchen and can accommodate an anchor tenant, such as
CFOS.

Three locations have been identified in Summerland to date:

Nixdorf Industrial Beggds Pr o Downtown
Park 14014 Hwy 97 Summerland i
18006 Bentley Rd. 10114 Main Street
Zoning: Agri-Industrial Light industrial Commercial
business
Monthly Lease:  $5,000 $6,000 Not provided at time

of this study
(Note, OAIC would
have to lease 3 units
which individually
are leased at a rate

of $1,750/unit plus

3% GST)
Size (Square 6,300 6,000 5,200
feet): (Note, the first phase

of development has (1,000 sqft of the

bays that are 30 x total include a

70 feet, or 2100 sqgft. mezzanine)
The plan shows

optional dividing

walls between units.

The second phase

25 All funding programs that were considered for this project would not consider the cost of purchasing a
facility/land as an eligible cost. Therefore, only properties available for lease were considered.
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of development has
a total building
space of 240 x 70
feet, or 16,800 sqft)

Utilities No No No
Included:
Utilities Cost: Unknown Unknown Unknown
Property tax/ $7,200 Estimated to be Not known
year: $7,000
Number of 1 1 N/A
Tenants:
Desired Term of 1 year minimum; 3 years minimum 3to 5years
Contract: preference for a

3 to 5 year lease
Leasehold Negotiable. They No (unless 5to 10 N/A
Improvements have a contractor year commitment)
included: that could assist with

this
Sub-leasing Prefers not to have Yes N/A
available for sub-leasing
tenant: arrangement
Ceiling height 18 at the hip; 18 N/A
(feet): 21 in centre of

building
Number of 1 in each unit 2 upstairs N/A
offices currently 3 downstairs
available

Other space:

Option to have
workshop/meeting
room designed into
the space.

Potential for a 24/7
commissary kitchen
built into the space.

3,500 sqft open area
that is empty; 1 - 8 x
10 room at front of
building; 3 other
smaller rooms that
can be converted to
offices just off of the

Entire building is
vacant. Would need
offices created in
floor plan as well as
complete
commissary kitchen
power, plumbing,

large open area drainage
requirements
Number of 1 in each unit 2 downstairs 1
bathrooms:
Parking: Plenty Plenty Limited
3 spaces in the back
Equipment None Fruit dryer thatisat  None
available: least 5 years old;
compressor and
boiler on site
Other features Fire sprinklers Good highway Central downtown
Catch basins visibility near shops

R30 insulation

Easy access
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Infrared heat Next to Gr
Easy access Fruit Stand
Potential for Potential for
expansion expansion
Power: Up to 200 amp, 3 600 volt, 3 phase Single Phase

phase power in each
unit

Ability to combine
three units for
additional power

power, single phase
power, and a 400
amp service. Also
has 110 and 220 volt

Water and Gas:  Yes Yes Yes
Extra 10 w Onsepticwithlarge
going in drain fields
Currently Construction is Yes, but they in Yes
vacant: expected to start in negotiation with their

November 2017 and
ready for move in by
summer/fall 2018

current tenant for
remediation on
leased property

Condition of Excellent Moderate. Space needs major
building: renovations. Floors
Brand new building Building needs a are damaged due to
with option to design complete facelift and flooding in the winter
space to be purpose significant 2016. Potential
built renovations concern with
foundation
Overall Good. Good. Low to moderate.
Suitability:

Room for expansion.
Further removed
from downtown
Summerland and
SRDC

Need to investigate
if there are any
concerns with
industrial fumes from
neighbouring
businesses.

Anchor tenant could
take over an
adjacent unit.

Plenty of room for
expansion.
Leasehold
improvements may
be expensive.
Would need a
contractor/consultant
to estimate cost of
renovations at
business plan
phase.

Anchor tenant space
may not be possible.

Location is not
conducive to light
industrial uses. The
level of kitchen
facility would likely
not conform to
existing uses
permitted in the
zoning district. May
need an amendment
to the bylaw.

Truck and loading
access is limited.
Offsite storage may
need to be
considered.

Major leasehold
improvements would
be required.
Expansion would
need bylaw variance
to accommodate
space upstairs.
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As a note, vacant offices at the Summerland Chamber of Commerce were initially
considered but are not a viable option due to space constraints. Glenfir School was
considered but the owner is only interested in selling the property.

SRDC was also considered as a possible location but users of a commissary kitchen

would require 24/7 access to the facility and would not align withthe facili t y 6s hour s of
operation and security terms. Moreover, space availability and interest has not been

confirmed.

Further investigation for each of the three options above is required in the business plan
phase for this project. Also, other suitable locations may come up prior to application for
funding.

In discussion with Jim McKillip from Remax in Summerland, commercial kitchens are not
desirable to a number of landlords. The cost to install the equipment limits the use for
future lease and landlords do not see a return on investment for such leasehold
improvements. The typical term for lease of a commercial kitchen is 5 years.

Equipment. Focus group members and interviewees described the equipment they
thought would be needed by start-up entrepreneurs and are listed as follows:

Food processing

Wash and prep space with 3 compartment sink and stainless steel counter tops;*
Gas cook tops and convection and conventional oven;*
Industrial dishwasher;*

Stock pots and pans, bowls and industrial mixers;*

Dry storage and cold storage room;

Standard freezer;

Compartmentalized freezer for testing foods (mobile option);
Flash frozen, cold press and cold pasteurization technologies;
Vacuum microwave drying technology (mobile option);
Form-filled seal packaging line;

Pasteurizing tunnels,

Destoner machine;

Extraction equipment;

Steam kettle;

Canning equipment;

Bottling line that can handle multiple products.

=8 =0 =000 _9_9_9_9_9_9_9_9_9_°9_-°

* Minimum requirement

Agri-tech
i1 LED horticulture technology for real light density and intensity for the greenhouse
industry;
i1 Large centrifuges and high quality microscopes;
1 Imaging tools and respective computer related software where images can be

downloaded into various computer programs;®

26 Purchasing computer and software for the agri-tech industry may be difficult due to concerns for privacy,
security and licensing.
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1 Powerful computer with smart monitors for GIS/GPS, photo mosaic, 3D modeling
and other applications.

In order to operate a virtual mentorship service, the OAIC needs to have
videoconferencing software and technology.

Key elements for specialized equipment will depend on the specific needs of the
processors in the service area. During the business plan phase, further investigation into
specific equipment can occur.?’

Conclusion
The Bentley property seems to meet most of the requirements for the OAIC. At the time of

writing this report, the lease space options were very limited. Other industrial parks in
Summerland do not have a lot of vacancies, and if they do, they tend to be 1,000-2,000

sgft. The downtown and Beggds proper ffortkes requi r e
requirements of the Centre. Having said that wthintwakindeggds prope
distance to downtown Summerland and has a fruit dryer already in place. The pr oper t yoés

high visibility on Highway 97 will facilitate the promotionof Su mmer | andds i nnovatio

sector. Itis recommended that an ongoing search for other suitable locations be
continued within Summerland during the business plan phase.

OAIC should consult with the District of Summerland Council and the leadership team to

confirm municipal support on bylaws, infrastructure and zoning during the business plan

phase for options above. Please see Appendix6f or Summer | andés Offici al
for the three main industrial sites. In addition, the OAIC project champion/director should

work with the District of Summerland to streamline processes to facilitate and promote

business investment readiness within the community. Vital to success of the Centre is the

a | u mabilitg te scale up to full production. If these conditions are not congruent, then

further investigation of other potential locations within the Okanagan-Similkameen region

would be necessary.

6.6 OAIC Programs

Interviewees and focus group members have identified programs and services that would
be valuable to potential participants. Agri-business mentoring and expertise, connectivity
and networking opportunities were the most important services the Centre could offer.
Other program and services that were suggested by respondents include:

1 Mentoring from seasoned agribusiness entrepreneurs;
1 Market intelligence;
i1 Centralized on-line portal that has a database of resources to connect:
- Agriculture products and distributors;
- Agriculture by-products with processors;
- Workers with agri-businesses;
- Older farmers to lease their land to younger generation; and
- Entrepreneurs with investors;

27 The kitchen design should include sufficient power and installations, such as floor drains and proper
ventilation, to accommodate the Centreds growth.
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1 Courses and training in cash flow/business management specific to the agriculture
industry (e.g. how irrigation management technologies provide for better crops and
yield);

Agriculture awareness program;

Sustainable farm programs that offer hands-on/practical farm experience,
particularly for younger farmers and with a focus on the value-added component;
Product development, food testing and food safety quality control;

Conferences, events, keynote speakers, demo days, networking opportunities;
Pitch sessions for start-up agri-tech companies and investors;

Private investment program for start-up agri-businesses; and

Offer workshops/instructional programs in the areas of technology, law, accounting,
innovation, and operations.

=a =
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6.6.1 Programs and One-on-One Mentorship

While the Bioenterprise model is solely based on a one-on-one mentorship, the
respondents required specific agri-business programming. The programming models from
SRCTec and AO could be adapted to meet the needs of start-up entrepreneurs.

The OAIC program delivery format will vary depending on the entrepreneur and should be
flexible. One popular format is where start-up entrepreneurs meet 1 day a week for 1.5+
hours, for 8 weeks. An EiR runs the program and brings in the essential professional
network, such as lawyers and accountants. AO also has a roadshow delivery model that
spans over 1 day a month with each session being 3.5 hours, for three months. One of the
focus group participants said it would be great if there was a 2 nights/week drop-in option
to access mentors in real time to answer questions.

6.6.2 Stages of Business Development

Stakeholders and entrepreneurs said that support at all stages of business development
was key, but heavier focus should be on start-up and year 4 and 5 businesses when
interest and supports wane. Additionally finding investment for later stage businesses is
often easier. In summary, the focus of the Centre should be on programs and services for
the following business stages:

Brainstorm and Research - Idea stage;

Proof of Concept i Test the market and generate a viable business case;

Build and Test Prototype i Pre-commercialization;

Commercialization i Fine tune manufacturing, distribution, sales and support to
commercialize the product (Stage 1); and

1 Stage 2 Growth i Typically year 4 and 5 businesses.

E N

O A | Gdusation partners would be responsible for creating the programming around
agri-tech, food development, processing, testing and sustainable farming. The Centre
could provide space for these programs.
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6.6.3 EiRs and Subject Matter Experts ( SME 6 s )

Ei RO sS MEndds/e had experience in the agriculture sector and/or are research
scientists who have provided technological and scientific expertise to entrepreneurs in the
development of their products/services. The business plan will need to clarify the
appropriate programming amongst the 3 partners.

EiRs are paid, on average, $100/hour. A number of potential mentors in the South
Okanagan have been suggested by respondents.

6.6.4 OAIC Fees
Membership

The best practices research showed membership fees are charged to any clients and
participants who access programs and services. These membership fees vary from
program to program, however in our primary research it was suggested that a fee of
$75-$150 per year was an acceptable amount.

Program

Potential program fees might include the following and need to be further explored at the
business plan stage.

$/mo Description

Start-up Basics 120 for 8  This program helps entrepreneurs develop their
sessions business plan and go through a customer discovery.
over eight  This program feeds nicely into the other programs

weeks and helps get the business ready for, the
lender/funder requirements.
Venture 200 This is a mentorship program where individuals get
Acceleration mentoring on a weekly basis. Users are product-
Program (VAP) based companies with pre-revenue/early revenue,

proto-type/minimum viable product in progress;
business cofounders are in place and committed to
building a company.

Market Validation 500 3 day course over 3 months where entrepreneurs

Program (MVP) practice their pitches and have 1:1 matching with an
EiR.

Revup Program 1,500 Participants are product based companies, post

revenue of $500,000+, committed to high growth
and have a management team in place.

Desk Space 250

Meeting Room $25/hr

Rental

Agri-Food Business  $105 per  Workshop topics include: agrifood business
Planning day planning, value-added product development, quality

management, developing an HACCP plan, food
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safety orientation, allergen management, food
safety and food spoilage, market access, financial
planning quality assurance, economics and
logistics.

Mentorship

In the beginning of the client-mentor relationship, Bioenterprise offers advising services for
free. If the client is far enough along, they then sign up for a 6-month contract at a cost of
$500 per month. If the client pays the $3,000 up front they get a 20% discount.

While this is a great fee structure for later stage business concepts, the early stage start-
ups with limited financial resources would benefit more from a programming model similar
to AO and SRCTec.

Technical & Food Processing Expertise

Partner scientists and engineers can provide consulting services at a cost of $350-$500
per 7 hour day.

Conference/Events

Fees to attend OAIC conferences and events will vary depending upon sponsorship and
partnership funding.

6.7 Value Chain

A question asked at the focus group is where on the agriculture value chain the Centre
should put its focus. Almost all interviewees and focus group participants said that the
focus should be on those opportunities that provide for higher value, higher margin
products (e.g. cheese, ciders and breweries, seeds, fertilizer, insurance, machinery, food
i ngredients) and wine,ppriem and hodpiglityrindugtiy.o n 6 s

Respondents recommended casting the net wide enc
6 pi gheoolne d 6 . At the same time, the-tgenoréere shoul d
scattered the services and targeted sectors, the more difficult it would be to serve the

community well. It was suggested to first identify the bottlenecks within the region along

the value chain, and then focus on the top 5 successful business models that would best

answer the challenges faced in the agriculture industry.

The priorities were identified as:
1. Waste Management.Cr op spoil age was a 6hot topicbd wit
stakeholders. There are significant opportunities along the entire value chain to

address this concern, including early pathogen detection, innovative drying
technologies, and by-product recovery for secondary manufacturing.
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2. Pilot food processing facility/commissary kitchen. Several food processors,
scientists and technologists, as well as deans/directors of sustainable food systems
faculties and growers, said the region has an abundant capacity on the growing
side, and it may be worthwhile to foster the value added processing sector. Both
SRDC and Sylvia Chong from Foundtree Product Design receive requests from
entrepreneurs wanting assistance with food testing, product development, food
safety and regulatory requirements.

3. Precision farming technologies that focus on growing quality fruit, increasing
yields, monitoring farm input and output for regulatory purposes, and cutting input
costs. This would include field monitoring and data collection tools, such as UAVS,
intelligent irrigation, pathogen detection devices, etc.

4. Transportation and Infrastructure. There are opportunities in technologies that
can be used to monitor and track the quality of fruit post harvest in storage and
transit. This includes JIT inventory systems, integrated business systems, on-line
industry resource/marketing platform, etc. big data is not a technology that tracks
variabl es. | t describa tha cempitation &f karde amaunts of data to
analyze for trends. Technology is used to gather data, which in turn, creates big
data for analysis.

6.8 Geographical Scope for Target Participants

Feedback from entrepreneurs and stakeholders said that the geographic scope will
depend on the business model, partners within the community and funders requirements
for the Centre (e.g. funders might require a homegrown footprint as part of their criteria).

Several interviewees suggested it should be available to anyone in the world, as foreign
investment would help to keep programs sustainable, bring innovation to the area and help
raise the profile of the region. Opportunities for innovation will materialize when the area is
established as a strong agriculture community.

Two people suggested having a two-tier system for membership fees (Canada and,
International) while several others recommended offering programs throughout the interior
region including the Northern Interior region as they get little support for agriculture. Two
others suggested targeting existing companies from Ontario, Washington and other
agriculture community areas who might want to expand into the Okanagan. An important
point that was made was that there is value in becoming a thought leader in agriculture
innovation but the Centre would need to prove itself first. However, thought leaders are
already in the region and the goal of the Centre would be to promote the partnerships with
these experts.

The partners such as SRDC and UBCO have built a reputation in their fields of research,
both locally and internationally. Many of their students, staff and clients have come from
international markets. In addition, Bioenterprise and NRC-IRAP have an extensive national
and international network that can provide participant referrals. For this reason, the Centre
should not rule out international applicants. However it is recognized that the majority of
participants will come from the local area.
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6.9 Target Participants

Using the data from the best practices, existing population demographics and interviews
with entrepreneurs and stakeholders, two target participant profiles have been created.

1. Entrepreneurs

T
T
T

T
T

Aged 30+

Early stage of business commercialization (e.g. idea stage)

BC entrepreneurs (primary) and Canadian entrepreneurs (secondary) wanting to
relocate (particularly where input comes from this region) i Alberta, Saskatchewan
Southern Ontario, Manitoba, Quebec

Could be expatriates working in the USA T California, Seattle, Portland, New York
and wanting to relocate

Have a background in horticulture, nutrition, science, engineering, IT, food
processing, laboratory testing, GIS surveying and mapping, or
pharmaceutical/neutraceutical

Have a post-secondary education

50+ semi-retired professionals looking for a career change or a smaller community
(e.g. Maple Roch)

High net worth individuals wanting to open a winery, brewery, distillery or
innovative agricultural business

Eligible through the Provincial Nominee Program (Entrepreneur Immigration
Stream)

Landed immigrants and expatriates living in larger centres

2. Specialty/niche crop farmers

T
T

= =4 =2

= =4

Aged 25 to 35+

BC entrepreneurs (primary) and Canadian entrepreneurs (secondary) wanting to
relocate (particularly where input comes from this region) i Alberta, Saskatchewan
Southern Ontario, Manitoba, Quebec

Do not have equity or high net worth; relying on family or outside investment
Have a primary job

Have training and/or diploma or degree in horticulture, science or sustainable land
and food systems

Have a history and experience in the region, with some having family roots in
agriculture and are the next generation farmer

Interested in innovative technologies and agriculture as a business

Community oriented

3. Established growth-oriented businesses

= =4 =4 =

In agriculture, technology and food processing sectors or supporting industries
Niche/specialty businesses

BC or Canadian companies that have between 2 and 5 employees

Have product and market diversification and expansion goals; plans to use the
Centre to beta-test their products/services in this region

Please see Appendix 7 for a list of agriculture, agri-food and agri-tech businesses with
respective NAICS codes to establish a database of potential businesses to target.
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6.10 Funding Potential

An investigation was done in finding potential funding for an OAIC. Funding sources that
were found to be the best fit with the objectives of the Centre are outlined below.

6.10.1 Primary funding:
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6.10.2 Secondary funding:
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