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Chairmanbés Messaaqge

| would like to welcome you to the 2010 Annual General Meeting of
the Rainy River Future Development Corporation (RRFDC).

The RRFDC has continued to expand its scope of service. Initially
serving strictly business through loans and counseling, the RRFDC
now serves our area municipalities by promoting economic
development projects throughout the District. The Corporation also
continues to expand its partnerships with area First Nations through
such actlvmes as the joint First Nations loans fund, our mutual interests in expanding area
telecommunications services, expanding trade and seeking opportunities in alternative
energy.

The past year saw the construction and opening of the new Rainy River District Regional
Abattoir (RRDRAI). On behalf of the RRFDC Board of Directors, | would like to commend
the RRDRAI Board for all their hard work, and the area producers who have supported
the concept from its inception. | would also like to thank FedNor, the Northern Ontario
Heritage Fund and the Ontario Cattlemen 6 s As s oc i iasuppatn f or t he

The RRFDC continues to support the region through such activities as our annual
Customer Service Challenge event, ongoing business training through both seminars and
our new video conference centre, and support for trade and export development. In
addition, the RRFDC, through our Local Initiatives Fund, has supported over twenty
community development projects from across the District. | am also pleased with our
expanded services to the Town of Fort Frances this past year, and the success of our
Rural Agriculture Initiative.

| am proud to say that the RRFDC continues to work with the majority of the Rainy River
Districtos o daie cwe phave i Alberters .Chapple, Emo, Fort Frances,
LaVallee, Lake of the Woods and Rainy River as partners. We look forward to continuing
our close working relationship with all
partnership with our area First Nations.

| would like to thank our dedicated Board of Directors and Committee members for their
incredible commitment and hard work over the past year. We are excited by the potential
of the Rainy River District!

George Emes
Chair
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Overview of the Rainy River Future Development Corporation

The RRFDC is the only comprehensive regional economic development organization
within the Community Futures Development Corporation® (CFDC) region. While our
current menu of services is itemized below, it is imperative to note the RRFDC prides
itself on partnership development and in maximizing the resources available to a project
or activity. The RRFDC works closely with all District municipal governments, First
Nations, and other organizations involved in f

The RRFDC operates with a nine member Board of Directors responsible to the
membership. There are three main operating Committees; the Business Investment
Committee (BIC), the Regional Economic Development Committee (REDC) and the Local
Initiatives Committee (LI).
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Economic Overview of the Reqgion

As the economic downturn recedes into the past, its affects on the Rainy River District
and the Town of Fort Frances are still being felt. The region has seen a restructuring as a
few businesses have closed, yet these closings have been balanced by the opening of a
few new service businesses.

T he r s gmajornetmployer, AbitibiBowater, is still under bankruptcy protection and
recently the company filed what it called a "framework” for a plan of re-organization.
Under the plan, secured creditors would be paid in full and unsecured creditors would get
stock in the re-organized company. Its current shareholders would not get a recovery
under the plan. A new five-year agreement with the union maintains all current pensions
and accrued pension service. It also includes a new jointly managed pension plan with 10
percent employer contributions for future service.

Given the above, most busineses are looking forward to a more prosperous coming year.
In fact, one business owner in the west end stated that 2009 was his best year ever and
that he was looking forward to 2010. For most businesses though, 2009 was very difficult,
especially for anyone in the tourism business as U.S. business dropped off due to the
financial issues there. This upcoming summer though appears to be a good one by all
indications. The Canadian dollar has been dropping in value, fuel prices have remained
stable and Americans appear to be ready to vacation again.

The past year has seen some very positive activities around the region in terms of
construction. The Rainy River District Regional Abattoir opened its door in January,
closely following the opening of the new Boston Pizza Restaurant in Fort Frances. The
area also saw the construction of the Robert Moore School, Fort Frances Library and
Technology Centre, a second sewage lagoon and sewer upgrades for Rainy River, and
the new Treaty Three Police building. While much of this activity is due to government
stimulus spending, it has left the District better able to deal with future opportunites.

Strateqic Planning

The strategic planning process has been an ongoing one in the Rainy River District since
1993. The bulk of the 2008-2011 Strategic Plan for Fort Frances and the Rainy River
District is the result of many planning sessions, which have taken place over the past few
years. The RRFDC currently has a Northern Ontario Development Program (NODP)
project with FedNor to undertake economic development projects in the region. This
project will end on August 31, 2011. Recent changes in the current project, due to the
request by Fort Frances Council for enhanced services in the area of economic
development, have given the RRFDC the impetus to undertake another strategic planning
process in order to develop another three-year (2011-2013) development plan to submit
to FedNor. This planning process will entail working with all area municipalities and First
Nations in order to better serve their needs. The planning process will be spearheaded by
the Regional Economic Development Committee (REDC). It is the hope of the Board of
Directors that this process can be completed by early 2011, with the comprehensive
project submitted to FedNor for approval prior to the end date of the current project. This
will ensure a seamless transition and allow for the continuation of current activities.



Business Investment Report

The busi ness i nvest ment function of t he RRF
businesses in need of commercial financing that are unable to secure funds from
traditional lenders.

The Business Investment Committee (BIC) continued its move towards a more focused
approach to its lending. The Committee used its targeted investment strategy to assist it
In prioritizing its loans. This strategy focused on diversifying the economic base, including
value added and manufacturing businesses.

While looking to focus more lending on value added business, the Committee and Board
sought to strengthen existing businesses. The RRFDC continued to place an emphasis
on client services in the form of ongoing technical advice and counseling. In addition to
business training courses, we offered several initiatives to help our clients on their journey
to entrepreneurship. These included the Self-Employment Benefit Program (through our
partnership with LOWBIC in Kenora), the Business Planning Initiative, Youth Loans, and
access to high-speed internet for business plan development and research.

In 2004 the RRFDC joined six other Community Future Development Corporations in
Northwestern Ontario to create an investment pool (NWOIP). This pool allowed us to

offer businesses loans exceeding the normal lending cap of $150,000 up to as much as

$500,000 for new and existing businesses. To date the NWOIP has invested in 19

businesses in Northwestern Ontario totaling $7,780, 0 00 wi t h RRFd@ainys port
$1,260,000. RRFDC has had three loans financed through this program and is actively

seeking out other potential NWOIP loan clients.

In May 2009, FedNor announced that they were temporarily raising the lending limits from
$150,000 to $250,000 per business until March 31, 2011. RRFDC also received
additional funding to help market the new lending limits as well as enhancing the loan
program in general. To date RRFDC has approved one loan at the $250,000 level and is
seeking more entrepreneurs that wish to start or expand their businesses in the Rainy
River District.

Another initiative of the investment fund was the storefront loan. This loan fund stemmed
from the 2004 Business Enhancement project, which focused on customer service,
regional marketing and storefront loans. These loans, of up to $10,000, were available to
businesses throughout the District that have a visible storefront in a business section of
their community. To date we have approved four loans under this program and are
seeking more throughout the district. They provide a lower interest loan, with flexible
repayment terms, to enhance the outward appearance of the business with the expected
outcome of increased revenue and stability.



Investment Fund Overview

The following is an overview of the investment funds disbursed throughout the district for
the period April 1, 2009 to March 31, 2010.

# of Applications Provided 56
# of Applications Received 22
# of Applications Approved 16
# Withdrawn by Client 6

# of Closed Deals 12

Loan Status for Fiscal Year

Loan Guarantee 1 $ 50,000
NWOIP 3 $ 476,667
Term Loans 8 $ 678,225
Total 12 $1,204,892
Jobs Created or Maintained 48
Businesses Started 5
Businesses Expanded 2
Businesses Maintained 5

Of the total 12 business investments made over the last one year period, they can be
categorized as follows:

Loans to Fort Frances business 3 25%
Loans to west end business 7 58%
Loans to region (NWOIP) 2 17%

Investment Fund Summary

Total # Loans in Portfolio 82
Total Current Value of Loans $3,966,089

Business Counseling

Business counseling remained a priority of the RRFDC, with 428 general inquiries from
the public seeking guidance on a variety of issues from the basics of starting and
registering a new business, to analyzing market research and financial statements. The
following overview shows the inquiries for the period April 1, 2009 to March 31, 2010.

General Inquiries 428
In-depth Counseling 32
Loan Enquiries 56
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Community and Economic Development Report
Strateqgic Directions for 2008 1 2011

The RRFDC created a broad economic development strategy for the Rainy River District
for the period to 2011. In this plan, the RRFDC continued to implement the fundamental
principles of economic development as practiced in Canada: develop and forward a
comprehensive business retention and expansion (BR&E) strategy to bolster and support
the existing local business community of the Rainy River District; foster and encourage
inward investment; and expand upon local export opportunities.

Project areas specifically addressed are as follows:
(** combined for reporting purposes)

X

Agriculture and Immigration**

Promote new opportunities and expand viability of Rainy River District
agricultural producers. Market and promote the Rainy River District as a
location for agricultural and business immigration.

Alternative Energy
The RRFDC will research the potential for alternative energy within the Rainy
River District.

Business Retention and Expansion (BR&E)
Assist the Fort Frances Chamber of Commerce in its response to the needs of
business as determined through the recent BR&E project.

First Nations
The RRFDC proposes to improve the economic development ties between area
First Nations and municipalities.

Housing
Evaluate the potential for expansion of community housing, reviewing such
opportunities as condominiums, apartments and increased housing lots.

Investment Attraction
The RRFDC will continue to work with participating communities to enhance
and/or develop community investment readiness.

Telecommunications
The RRFDC will continue the strategy to work towards expanded broadband
service in Fort Frances and the District.

Tourism
The RRFDC will work with Rainy River District communities and organizations
to better focus our tourism marketing.

Trade/Export/Value Added and Transportation/Logistics**

The RRFDC will continue to assist any district business seeking to expand
through exports to develop materials that will support our attraction efforts, and
develop a strategy to position Fort Frances as a distribution gateway to the U.S.

Rural Municipal Project Development
To assist the seven participating rural municipalities to forward actions as
determined in their respective planning processes.

11



Aqgriculture and Immigration

The rural agriculture communities have deep historical
roots in the Rainy River District that reach back to the
foundation of its economy. The past one hundred years
have seen degrees of both success and change in the
industry, in particular to the dairy and cattle industries, as
well as the cash cropping industries. At one time, there
were over 30 dairy farms operating and the District
exported over 200,000 tons of winter wheat. The local
produce farmers thrived with the sales of their produce to
the large and small local retail grocery stores. Local hospitals and senior homes
purchased vast amounts of produce, beef, and lamb, as well as pork products from local
farmers.

Through the evolution of market demand and changes brought on by economics, gas and
oil price increases, and the big box stores that purchase only enormous quantities of
produce and food products at cheaper prices from countries around the world, many
farming operations have ceased to exist. Due in part to the ever changing legislation
surrounding food safety, as well as a milk quota system, the District currently has nine
dairy farms, there no longer are great quantities of crops exported, and vegetable
producers and other types of farms have downsized or shut down all together. One
industry that remains relatively stable is the cattle industry. Over time it has even
experienced a small increase in operations. Due to the changes in farming, the varieties
of crops grown support the potential for high quality beef products.

It is clear that sustainable and profitable small farming operations are at serious risk.
There are many prevailing reasons but the central issue seems to be that they cannot

compete in todayodés gl obal economy. Ther e

small farming operations to succeed. At a minimum, they must begin to show increased
revenues within their own communities, regions and provinces as well as in the retail local
food market. The foundation of where, how and who will produce our food, both safely
and in a continuum, should be topmost in our plans for economic
prosperity.

To this end, the Rainy River Future Development Corporation
(RRFDC) has promoted local food over the course of this
project. Local food dinners and events were staged to increase
the awareness of local food. For example, Rainy River District &
beef was showcased at a | ocals
2008. The RRFDC purchased the first prize steer from the P&
Rainy River District Agricultural Fall Fair and served it at the |

community dinner. It was a great awareness builder. These
local food dinners also showcased the finest in area vegetables,
fruits and products. The goal was to serve at least 85% local
foods and that goal was met.

12
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In addition to increasing awareness, the RRFDC
assisted area producers in selling their produce. The
RRFDC was instrumental in the development of the
Clover Valley Farmers Market food box program and
Market Store. The food box program is a marketing
effort by the Farmers Market to create and sell boxes
of food. For a predetermined price, say $20, a client
can purchase a food box, which will contain various
vegetables, canned, and dry goods, which will exceed
: as PN the purchase price significantly. This can be done
due to the direct producer / cllent contact with no middleman. In the two years, this
program has run the number of producers involved has grown from six to 10, with the
volume of sales going from $20,000 to $30,000. The food box program, if continued, will
greatly assist area producers. Sales by area producers were also enhanced by the
development of a Christmas market store, as the prior long-term tenant vacated the
premises for new facilities. This store, while still in its infancy, promises to be an excellent
avenue for increasing product sales at a time of year when people are spending money.

Ot her efforts to support | ocal food resulted
for | ocal beef . Branding is essential to enhart
perfectly with the opening of the new Rainy River Regional Abattoir in January 2010. The

RRFDC has worked with the Cattlemands Associ at
protocols and a logo for the brand. In addition, the entire concept had to be promoted to

the producers. To date, there has been much interest and we hope to move forward with

feeding protocol once the consumer study has been evaluated.

The final component of our Local Foods initiative was the development of markets. The
biggest obstacles facing the Rainy River District in selling agricultural products are its
location and small population. The District is embraced by the U.S. border to the south
and the Manitoba border to the west. Both of these borders work to impede the flow of
goods in one way or another. This creates difficulties for area producers. To overcome
them the RRFDC decided to seek ways of selling
Rainy River District products, and eventually
Northwestern Ontario products, at the Royal Winter
Fair in Toronto in order to create markets for our
products in Southern Ontario. We believe that once
sales have been stimulated, methods of overcoming
the transportation issues can be achieved through “E
truckload shipments and cooperative planning. In S & y
2008, the RRFDC showcased Rainy River District .ﬂ'fgig Horcatore” &
products only. This experience allowed the RRFDC § '
to bring the products of 18 Northwestern Ontario ' - .
businesses to the Fair in the fall of 2009. Some products sold themselves and others had
to be worked on, but the results were positive as over $5,600 worth of goods was sold

13



over the 10-day period. Not bad for a first effort and these sales figures can only grow
over time.

The final component of the project was our desire to
investigate the use of agricultural products in the creation |
of bio-fuels. This component consisted primarily of setting |
up a grass trial to investigate the growth and development
costs of seeding and growing switch grass and reed
canary grass. The project was to run over 3 years
documenting the costs of seeding, growing and harvesting |
the grasses. The project partners, the RRFDC,
AbitibiBowater Inc. (ABI), Emo Research Station, Ontario [
Ministry of Agriculture Food and Rural Affairs (OMAFRA)
and 7 producers monitored the result. All grasses harvested would be sold to ABI for use
in their recently constructed Biomass Generating Plant as a drying agent. As of fall 2009,
350 tons of grass has been harvested with an estimated value of approximately $20,000
dollars. The grass is to be purchased by ABI in the summer of 2010 once it has dried. IF
the drying agent works as expected this project will bring significant financial benefits to
the agricultural community as the plants begins to purchase grass bails.

The second part of the project studies the potential for the manufacturing of bio-pellets.
The RRFDC assisted local producers through the Rainy River Soil and Crop Association
to undertake a pre-feasibility study to determine if there is the potential to use local grass
for pellets. The study reviewed potential markets, discussed plant and equipment costs
and developed a model from which to evaluate different variables. The RRFDC is now in
the process of seeking additional partners, preferably with a supply of wood fibre to
compliment the grass. We hope to continue with a complete feasibility study and business
plan once all partners have signed on. Should a bio-pellet plant become a reality it will
have an even greater significance to the agricultural community, as the potential would
then exist for the pelletizing and sale of up to 75,000 tons of grass annually.

The activities outlined above, and many others not discussed here, are more fully
described within the body of this final report, but even this summary highlights the
potenti al of agriculture to enhance the Distr
benefits seen from this project can be expanded upon in the next project and continue to
bring about a dynamic agricultural sector.

Anot her component of the project was | mmigrat
Immigration study, it was determined that, the best prospects for immigration to the

District were business immigrants, primarily those who farm. To meet this challenge, the

RRFDC developed a list of farm properties for sale, developed marketing materials and

promoted the District as a place to immigrate to. We attended such trade shows as the

Royal Winter Fair, the International Plowing Match, and the Ontario Outdoor Farm Show,

among others.

14



To support these efforts the RRFDC developed an agricultural website to showcase area
producers and agricultural groups. (www.rainyrivervalley.ca)
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The RRFDC also worked with the Thunder Bay Cultural Centre to develop the community
pages for the Northwestern Ontario Immigration Portal.
www.immigrationnorthwesternontario.ca.

Deutsch Filipino R (EE) BAE Espaiiol Italiano Pycckuit Francais Ayl Portugués =

ContactUs | TextOnly | [ A PN

HOME | LIVING | WORKING | LEARNING | DOING BUSINESS | COMMUNITIES

lama
Foreign Student
Family Migrant
Skilled Worker
Retiree

Business Owner
Relocating

Why Relocate to NWO

Returning Home to NWO

Aboriginal Communities

Welcome | Choose Northwestern Ontario
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Alternative Enerqgy

Grass Trial Project

The RRFDC is now entering the third year of the three-year trial to collect data on two
types of grasses that could be grown, harvested and mixed in with wood waste to fuel the
new AbitibiBowater biomass boiler in Fort Frances.

Partnering with AbitibiBowater, the Emo Agricultural Research Station, Rainy River
District Soil and Crop Improvement Association and OMAFRA, RRFDC strives to
determine whether reed canary and switch grass can be economically grown by
agricultural producers in the district to provide sustainable yields over the period of the
trial project.

The first year of the trial began with a challenge. The heavy amount of rainfall
experienced in the District during the spring and summer of 2008 made it difficult for the
participating producers to get on their fields to plant the seed. Given these circumstances,
the producers were told by the committee to get the seed in when they could. Therefore,
a unique opportunity was had to view how the seed grows when sewn at different
intervals during the growing season. We were able to see how different methods of
planting helped or hindered the young seed. Given the lack of crop heat units that the
District experienced in 2008, the growth the trial plots have seen was encouraging.

In Year 2, fertilizer was applied to the test plots. Once again, a lack of crop heat units has
made a significant difference to the switch grass plots and as we know this variety of
grass does not do well in competition with other grasses. The reed canary plots are
producing much better as it is a much more aggressive species.

partnering in the AbitibiBowater trial were interested in the potential for
an agriculture pellet or briquette that could be used for biomass
burning, commercial pellet stoves and the pet food industry. The
coordinator challenged them to bring more producers to the table. The
results of those meetings had fourteen agriculture landowners
interested in furthering their opportunities for success. The group chose a steering
committee who would work with the RRFDC in developing this project.

Through assistance from the RRFDC Local Initiative funds, a consulting firm was hired to
compile a Phase | study in the potential of agriculture and wood pellet business. This
feasibility study evaluates the viability of a grass-based pelletizing operation in the Rainy
River area. The information used in this study comes from publicly available sources
(Internet), discussions with industry experts, and from input from BECAPP members.

16



The Study is divided into the following sections:
e Bio Energy Crops
e Status of Grass as a Bio Fuel
e Area of Interest
e Establishment and Harvesting Costs
e Transportation
e The Pelletizing Process
e Comparison of Fuels
e Current Market Conditions
e Future Options
e Funding Sources
e Summary
e BECAPP Model

e List of References

A Phase Il study is planned for 2010.

Recently the committee met to begin establishing partnerships with producers who will
grow the product and the producers who will be interested in the investment aspect of the
project.

RRFDC continues to believe that if large tracts of land can be devoted to growing reed
canary or switch grass they could produce new opportunities for agricultural production.
These crops would generate much needed alternative revenue in the local farming
community without displacing current crop production.

17



Business Development

The RRFDC remained committed to the partnership with the Fort Frances Chamber of
Commerce and the Business Retention and Expansion Program (BR&E). Our most
recent Business Retention and Expansion survey was completed in the fall of 2008 with
approximately 100 businesses being surveyed. The BR&E partners developed action
plans in the following areas: Proactive Business Recruitment, Energy Conservation,
Telecommunications, Workforce Skill Development and Labour Availability, Support for
the Business Community, Transportation, Tourism and Agriculture, Town Enhancement,
Communication and Promote Shopping Locally.

Customer Service Challenge

The RRFDC continued its goal of improved customer
service by supporting various motivational speakers
and hosting our annual Customer Service Champions
Awar ds. The RRFDCO0s Cust
Program has been a significant success for the
Corporation since its inception in 2004. The program
has seen over 300 businesses participating and 60
Customer Service Champions being named. The
RRFDC promotes the winners in local media and also
features the winners again during Small Business Week in October of each year. The
challenge structure was enhanced this year to include website and telephone evaluations,

omer

as well as a review of the businessd green f
r

and revamp the process in order to keep

The 2010 Customer Service Champions as recently announced were
(in alphabetical order):

Boston Pizza

Cloverleaf Family Foods

Fort Frances General Supply

Kreger Sales & Service

Northern Lights Credit Union ~ Rainy River
Northwoods Gallery & Gifts

Service Ontario ~ Fort Frances

Super 8 Motel

The UPS Store

Warehouse One The Jean Store

18
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Business Workshops

The training provided to area businesses was determined by our
BR&E project. Basi c Ostart a business
held throughout the district, as well as specific courses on buying a
business, dynamic sales, customer services, strategic planning,
cash flow, marketing, etc. Training was offered both onsite, and
through the RRFDC video conference system. At this time, our
videoconference training is primarily offered through the Canada
Manitoba Business Service Centre though we continue to seek
additional presenters from Ontario.

Multiple PST/GST/HST seminars have been offered through Revenue Canada, as well as
payroll and tax seminars. Evaluations of all seminars are requested from participants
along with suggestions for future training sessions. Customer Service and e-commerce
seminars are being planned for 2010.

First Nations Partnerships

The RRFDC has been working with Pwi-Di-Goo-Zing Ne-Yaa-Zhing Non-Profit Advisory
Services to develop an effective partnership strategy. Over the past year, we have
worked on several initiatives.

The RRFDC has been able to develop and sign a Memorandum of Understanding with
Pwi-Di-Goo-Zing Ne-Yaa-Zhing Non-Profit Advisory Services (Rainy Lake Tribal Area
Business and Financial Services Corporation) in order to create a joint First
Nations/RRFDC loans fund and review committee.

The RRFDC has also signed another Memorandum of Understanding with Pwi-Di-Goo-
Zing Ne-Yaa-Zhing Non-Profit Advisory Services and several other partners to undertake
a feasibility study and business plan for a grass/wood pellet plant.

We continue discussions pertaining to a joint strategy to increase local business access
to major projects in Minnesota and Alberta.

The RRFDC is hopeful that these efforts will open the door and the proposed economic
development conference between area First Nations and municipalities may yet be
possible.
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