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Mendocino County Meat Plant Study – Staying Local 
Executive Summary 
 
 
This proposed project is for a small-scale multi-species USDA-inspected meat plant that will 
primarily serve ranchers in Mendocino and Lake Counties. It will handle cattle, hogs, sheep, 
goats and bison. It is different from most niche meat plants because most of the ranchers 
interested in using the facility already have established markets, primarily in the North and East 
Bay. They will primarily be shifting their slaughter and/or processing from one or more existing 
facilities to the proposed meat plant. 
 
Recent studies indicate that the increased consumer interest in grass-fed, naturally raised, locally 
produced meats is based on perceptions and evidence about ‘healthier’ fats, reduced 
environmental impacts and increased animal welfare associated with meats not produced in 
confinement systems on grain-based diets. The lack of nearby slaughter and processing facilities 
requires ranchers in Mendocino and Lake counties to spend significant time and fuel to provide 
locally produced meat to North and East Bay Area restaurants, farmers’ markets, grocers and 
butcher shops. 
 
The survey of 19 ranchers conducted for this study indicated that there is significant interest in 
utilizing a combined slaughter and processing facility located in Mendocino County; only five of 
these ranchers were interested in utilizing a processing-only plant. The ranchers reported direct-
marketing 1,658 head of livestock during 2012; thus, they would not need to increase their 
production significantly to fully utilize the proposed plant. The services they most highly desired 
were: meat grinding (89%), labeling of packaged cuts (63%), and extended carcass hang time 
(58%). 
 
Several collaborative business structures, including LLCs, S- and B-corporations, and 
cooperatives, to organize and finance the business were examined. Equity capital, as well as 
borrowed capital, will be needed to finance the plant. Equity from ranchers will probably be 
needed, and potentially from local community members as well.  Eleven (58%) of the local 
ranchers interviewed for this project expressed interest in potentially being an investor in the 
business.  
 
Nontraditional financing sources were reviewed, including Slow Money and direct public 
offerings of stock. Recently, several members of Slow Money invested in a Northern California 
farmer-owned business structured as a S-corporation.  
 
Three plant options were analyzed. Option A provides only cut-and-wrap services using a 
modular processing unit and a trailer office located in an industrial park; the total plant cost is 
$430,500. Option B includes the same processing facility and trailer office described for Option 
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A, plus a modular slaughter unit and adjacent holding pens located at the leased site on an 
unspecified ranch; the total plant cost is $821,100. Option C is a built-in-place 2,400 square foot 
slaughter and processing facility located on a plot that is purchased or has a long-term lease; the 
total plant cost is $1,425,516. All have capacity to handle 1,500 equivalent animal units. Key 
financial measures are reported below in Table A.  
 
Table A  Summary of Key Financial Measures by Plant Option 
  OPTION A OPTION B OPTION C 
Plant capital investment $430,500 $821,000 $1,425,516 
    
Debt financing $258,300 (60%) $492,600 (60%) $1,140,413 (80%) 
Equity invested $642,200  $708,400  $735,103  
     Plant & equipment $172,200 $328,400 $285,103 
     Cash reserves $470,000 $380,000 $450,000 
Gross revenue in year 5 $414,273 $920,786 $920,786 
Breakeven point year 6 year 3 year 3 
Payback period 8 years 6 years 6 years 
Internal rate of return (IRR) 3.9% 11.1% 6.6% 

 
All three options are financially viable. Option B has the highest IRR (11.1%). Option C’s IRR is 
6.6%; it is impacted considerably by the purchase of 3.7 acres for $483,516. However, the 
management of a business located at one site rather than two is also a consideration.  
 
The Small Business Administration’s Section 504 program could potentially provide guaranteed 
financing for 80% of the option involving land acquisition (Option C).  Options A and B involve 
leased sites and modular facilities; they will need conventional financing which is likely to 
provide only 60% of the project cost.  
 
A high level of utilization is critical to the MCMP’s financial viability. Low interest in using the 
processing-only plant (Option A) led to a slow growth scenario; the plant did not breakeven until 
year 6. A slower-growth version of Option C (with full plant utilization reached in year 7 instead 
of year 5) reduced the IRR to 1.8% from 6.6%. Utilization of the meat plant by larger ranchers in 
Mendocino and Lake Counties is essential to its success.  They are more reliable and more 
efficient in using the meat plant. 
 
Therefore, experienced management and quality service is needed to attract and retain two or 
three key ranchers as clients. The challenge will be for the meat plant to convince local ranchers 
that it provides reliable, high quality service. Ranchers are likely to be reluctant to shift to the 
meat plant for fear of alienating their current processor and “losing their place in line,” 
particularly since meat plants in Northern California currently have little unused capacity. 
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Due to California’s stringent water quality requirements, careful planning of the meat plant’s 
wastewater system is critical. Pretreatment of the plant’s wastewater is necessary before 
discharging into the municipal sewer system; otherwise, the poor quality of the wastewater will 
cause both the sewer hook-up cost and monthly sewer fees to be very high.  
 
With any project involving long-term projections, there is always uncertainty related to demand 
for the services. Since most of the ranchers targeted to use the plant already have developed 
markets for their meats, the challenge will be for the plant to quickly convince them that it can 
provide reliable, high quality service. As mentioned earlier, ranchers may be reluctant to shift to 
the new plant for fear of alienating their current processor.  
 
Other major areas of uncertainty related to the proposed project include site development costs, 
utility hook-up fees, permits and wastewater pre-treatment costs, obtaining a site with 
appropriate zoning and municipal services at a reasonable price, and the amount and cost of 
electricity. Consultations with an experienced plant design engineer and a wastewater engineer 
should reduce some of these uncertainties considerably. 
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1. Introduction 
 
Innovative ranchers in the North Bay Area have difficulty with locally marketing their grass-fed, 
organic or sustainably-produced red meats due to a lack of USDA-inspected harvest and 
processing facilities. While there are both slaughter and processing facilities in Sonoma County, 
some only handle one species, others only provide slaughter services and some offer only cut-
and–wrap services. The lack of nearby slaughter and processing facilities requires ranchers who 
have attempted to increase their ranch’s own bio- and economic diversity and on-ranch income 
through multi-species grazing, production and marketing to spend significant time and fuel to 
provide a local source of meat to North and East Bay Area restaurants, farmers’ markets, grocers 
and butcher shops. Even when ranchers use these outlets their marketing is often hampered by 
significant scheduling problems since existing facilities are operating at near full capacity. In 
particular, those who want to market organic meats must rely on the certified organic processing 
facilities in Eureka or Orland (hogs only). Mendocino and Lake County ranchers have even 
greater hardship due to increased travel. 
 
In response to these issues, this study investigates the development of a multi-species meat plant 
that will provide individual ranchers with slaughter and cut-and-wrap for beef, pork, lamb and 
chevon (young goat) and, possibly, bison. The plant is intended to serve primarily ranchers in 
Mendocino and Lake Counties.  It is expected that the ranchers using this facility will be 
targeting retail and foodservice market outlets primarily in the North and East Bay areas.   
The proposed plant will serve only as a livestock service provider, handling conventionally, 
grass-fed and organically-raised livestock.  The plant will not have a retail store, nor will it 
market any meats. 
 
This draft report is a feasibility study.  To provide flexibility in the analysis, three different 
configurations of the USDA-inspected meat plant were developed after significant consideration.  
All three configurations have annual capacity to handle 1,500 equivalent livestock units (1 cattle 
= 2 hogs = 3 sheep/goats = 1 equivalent livestock unit), based on a single eight-hour shift:  

• Option A is a plant that only provides cut-and-wrap services. It is located at a leased 
site in Ukiah. It has a modular processing facility with cooling units, as well as a 
separate office trailer that includes a restroom. 

• Option B includes the processing facility and office trailer described for Option A, 
plus a modular slaughter unit and adjacent holding pens that will be located at the 
leased site on an unspecified ranch within 10 miles of the cut-and-wrap facility. 

• Option C is a combined slaughter and processing facility located on a plot that has 
been purchased or has a lease of at least 20 years. 

Pro forma financial statements—for net income and cash flow--were developed for each option. 
Returns on investment are compared for the three options, along with a slower growth version of 
Option C.  
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2. Analysis of Demand for USDA-Inspected Slaughter and Processing Services 
 
This section begins with a review of general trends in specialty/local meat demand, then 
addressees the more specific demand for locally/regionally produced meat in Northern 
California.  There is also a review of two recent studies regarding demand for regional meat 
processing.  Recent data on livestock production in Mendocino and Lake Counties are briefly 
discussed, followed by a review of existing USDA-inspected livestock slaughter and processing 
facilities. The section concludes with an analysis of the results of the Mendocino/Lake County 
rancher survey of interest in the proposed facility that was conducted for this project. 
 

a. General Trends in Specialty/Local Meat Demand 
 
Since the end of World War II, significant concentration has occurred in the U.S. food industry, 
including the production, manufacturing and retailing sectors.  As grocery and foodservice 
chains became larger and gained significant market power, the meat processing sector also 
experienced considerable consolidation. Between 1980 and 2010, the four-firm concentration 
ratios rose from 36% to 85% for steer and heifer packers, from 34% to 65% for pork packers, 
and from 56% to 65% for sheep and lamb packers. This concentration was accompanied by the 
closure of many regional meat processing facilities across the nation (USDA-GIPSA, 2012). 
  
Mathews and Johnson (2013) recently examined the specific production technologies behind 
alternative beef production systems (natural, organic and grass-fed) and products. They reported 
that, during the past ten years, 55% of cattle were slaughtered in plants that process 1 million or 
more head per year, and just over 1% was slaughtered in plants that process fewer than 10,000 
head per year. Currently, alternatively raised beef accounts for about 3% of the U.S. beef market 
and has grown about 20% per year in recent years.  
 
Gwin, Durham, Miller and Colanna (2012) noted that the “increased consumer interest in grass-
fed, naturally raised, locally produced meats is based on perceptions and evidence about 
‘healthier’ fats, reduced environmental impacts and increased animal welfare associated with 
meats not raised in confinement systems on grain-based diets” (p.92).  They also determined 
that, when consumers had knowledge of the health benefits of grass-fed beef, they are willing to 
pay the higher product prices.  Mathews and Johnson (2013) also found that consumers are 
willing to pay a premium for the omega-3 health benefits associated with grass-fed beef.  They 
noted that numerous studies published between 2007 and 2012 indicated that consumers were 
willing to pay a premium of $0.76 per pound for beef produced without hormones. 
 
A USDA study found that consumers who buy locally-produced foods are motivated by 
freshness, healthfulness, flavor, quality and support for local farmers (Martinez et al., 2010). 
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Similarly, consumer research commissioned by the National Pork Board 
(http://www.porkretail.org/filelibrary/Retail/NichePorkSurveySummary.pdf) indicates that these 
factors also supported the growing popularity for niche food products (natural, organic or 
locally-grown), as well as being important reasons for purchasing niche pork products.  More 
than half (53%) of niche pork purchasers reported buying these products at a conventional 
grocery store. An additional one-third purchase niche pork at specialty food stores, 23% at a 
farmers market or food cooperative, and 20% buy them directly from a local farmer.  Consumers 
most often cited lack of availability in the places where they shop as the reason for not 
purchasing niche pork more often (49%), followed by inability to find the product locally and 
price (both 37%). 
  
Nationwide, sales of beef in the mainstream grocery market are stronger in the natural/beef 
category than the overall beef category as shown in Table 2-1.  The natural/organic beef market 
is still very limited but growing in market share; natural/organic beef products’ share of total US 
retail beef sales on a pound basis rose from 1.8% during the 2nd quarter of 2010 to 2.7% during 
the 1st quarter of 2013; on a dollar basis, they rose from 2.8% to 4.1% during the same period. 
The organic industry reported that the meat, fish and poultry category is its fastest growing 
sector, posting 13% growth in sales between 2010 and 2011 sales; however, it remains the 
smallest of the eight organic food categories (Organic Trade Association, 2012). 
 

 Table 2-1 U.S. Retail Beef Sales, Difference between 1st Quarter 2012 and 2013 
 All Beef Natural/Organic Beef 

Dollar sales +1.2% +1.4% 
Pound sales -2.4% +.4% 

Source: Beef Checkoff-Retail Marketing 
 

Similarly, the American Lamb Board (2013) reported that there is increased consumer focus on 
local, healthy and sustainable foods, and that the rapidly growing ethnic populations are heavy 
consumers of lamb. It also noted that more lamb producers are selling direct to chefs, ethnic 
communities and farmers’ markets. The American Lamb Board also found that fine dining chefs 
are working more directly with farmers and producers to ensure they source the high quality and 
sustainably produced ingredients.  

b. Demand for Locally/Regionally Produced Meat in Northern California 
 
At a more local level, Gwin and Hardesty (2008) assessed market prospects for specialty red 
meats – such as certified organic, grass-fed, naturally-raised, local, Kosher, and Halal – in the 
San Francisco/Sacramento region. The most popular red meats were beef, pork, and lamb, in that 
order. The most popular niche categories were naturally-raised, grass-fed, and local; however, 
they found significant confusion among respondents and their customers over definitions of 
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some niche attributes, including naturally-raised and local (most broadly California but often 
more narrowly defined, e.g. 100-mile radius). 
 
Another indication of the growing popularity of sustainably produced meats is the establishment 
of new butcher shops in the Bay Area during the past five years.  The relative newcomers include 
Avedano’s Holly Park Market, 4505 Meats, Marina Meats, and Olivier’s Butchery in San 
Francisco, The Local Butcher Shop (Berkeley), Rockridge Market Hall Butcher Shop (Oakland), 
Biagio Artisan Meats in San Leandro and Belcampo Meat Company (Larkspur). Sonoma Meat 
Company is planning to open its butcher shop in Santa Rosa by the end of 2013. Victorian 
Farmstead Meats has committed to have a meat counter within Community Market when it is 
expected to open at The Barlow in Sebastopol in late 2013. 
 
Some of the ranchers in Mendocino and Lake Counties who direct market their meat sell 
primarily to high-end restaurants and specialty meat shops in San Francisco, and Alameda and 
Marin Counties. There are over 2.3 million residents in these three counties, which are also 
considered to be tourist destinations. 
 
Meanwhile, the combined population in Mendocino and Lake Counties totaled 153,000 in 2010.  
While both counties are experiencing considerable growth in their wine industries, they do not 
attract the same level of winery tourism as Napa and Sonoma Counties.  Several restaurants in 
Mendocino and Lake Counties were identified as serving locally-produced meats. In Lake 
County, they include Blue Wing Saloon in Upper Lake and Cowpoke Café in Middletown 
(owned by a local cattle rancher). In Mendocino County, they include Mendocino Bistro, Café 
Beaujolais, Ukiah Brewing Company, Patrona’s, Redwood Valley Café and Bluebird Café, 
which are all casual dining operations. 
 
Meat produced in Mendocino and Lake Counties is sold by the following local retailers: Ukiah 
Natural Foods Co-op and Westside Renaissance Market in Ukiah, Mariposa Market in Willits, 
Geiger’s Long Valley Market in Laytonville, Harvest Market in Mendocino and Fort Bragg, 
Roundman’s in Fort Bragg and Keith’s Family Food Center in Covelo.  Additionally, there are 
six custom-exempt operators in the two counties (including the owner of Geiger’s) to serve 
ranchers and residents who purchase livestock to have it slaughtered and processed. 

c. Demand for Local Meat Processing 
 
The availability of small-scale USDA-inspected meat plants that provide services to individual 
ranchers is limited in numerous regions across the country. In their analysis of growth in demand 
of natural, grass-fed and organic meats, Mathews and Johnson (2013) determined that the 
ranchers have to rely extensively on small regional facilities since they are unable to meet the 
volumes and uniform size required by large meat processors.  They concluded that structural 
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innovations for slaughter and processing are needed to enable the growth of alternative livestock 
producers. 
 
While ranchers and others assert that limited availability of appropriately-scaled processing 
facilities is restricting the supply of locally produced meats, existing small processors often state 
that they lack the steady volumes needed to be profitable. Gwin, Thiboumery and Stillman 
(2013) analyzed the causes of these challenging circumstances. They concluded that merely 
adding new facilities will not guarantee success; strong coordination and communication 
between ranchers and processors are critical to the success and expansion of locally produced 
meats. Such collaborations can involve varying structures, including both public and private 
sector partners who provide support and technical assistance to meat processors and their 
rancher-customers.  Processors can enhance their viability by having a few large rancher-
customers who provide significant stability. Another potential tool that processors can use is 
adopting active scheduling systems and variable pricing to assure steady throughput during the 
entire year.  Ranchers will have a stronger commitment to the processor if they have a financial 
investment in the plant. Gwin et al. (2013) concluded that, in many cases, greater efficiency is 
likely if existing facilities are enhanced and expanded, rather than building new facilities. 
Nevertheless, there are areas, particularly in a large state like California, where ranchers need to 
drive more than two hours one-way to a slaughter facility, and then must travel a significant 
distance to have the carcasses processed. 

d. Livestock Production in Mendocino and Lake Counties 
 
Two sources of data were used in the following analysis of the potential livestock supply for the 
proposed facility: 1. USDA-NASS data for Mendocino and Lake Counties (USDA-NASS, 
California Field Office, 2012); and 2. A survey of ranchers in Mendocino and Lake Counties 
conducted for this analysis in 2013 regarding their potential utilization of the proposed facility. 
 
USDA-NASS issues annual estimates of cattle inventories by county (USDA-NASS, 2012). 
Compared to other agricultural counties, Mendocino and Lake Counties have relatively low beef 
cattle inventories. In 2011, USDA-NASS estimated Mendocino County’s beef cattle inventory 
was 8,800, placing it as #21 in the state. Lake County ranked considerably lower with 2,000 
head.  However, unlike California’s top five livestock counties (Stanislaus, Modoc, Kern, 
Merced and Tulare). Mendocino and Lake Counties are located within a one-and-a-half hour 
drive of the Bay Area, known for being a culinary trend setter and the broad ethnic diversity of 
its 4.5 million residents. The Napa Valley, known for its culinary offerings as well as its wines, 
is also within a one-and-a-half hour drive. This promising outlook of demand for meats produced 
in Mendocino and Lake Counties is offset by the fact that Sonoma County had 11,300 beef cattle 
in inventory to meet this culinary demand, and is closer to both the Bay Area and the Napa 
Valley. Nevertheless, several ranchers in Mendocino and Lake Counties have developed loyal 
clientele at specialty meat shops and restaurants in the North and East Bay Areas. 
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Overall livestock inventory and sales data from the 2007 Census of Agriculture are displayed in 
Table 2-2 by species for Mendocino and Lake Counties. USDA-NASS does not report data on 
bison.  Combined sales of the four species in Mendocino and Lake Counties totaled 15,178 head. 
Cattle comprise approximately two-thirds of the livestock inventory and sales; sheep are the 
second most popular species.  Mendocino County had higher inventories and sales than Lake 
County of all species, except that Lake County’s inventory of swine exceeded Mendocino 
County’s. However, a ranch was recently acquired in Yorkville for the purpose of raising a 
heritage breed of hogs. The ranch plans on a 450 sow unit specifically to raise pork for the niche 
meat market. Pork production is limited in California. The breeds mentioned most frequently for 
pork that is direct marketed in Northern California are Berkshire, Hampshire, Tamworthy, 
Glouchester Old Spot, and Duroc mixes, raised on open pasture.  
 
 
 
 

Table 2-2 Lake & Mendocino Counties Livestock Inventories and Sales, 2007 
 CATTLE 
 Lake Mendocino Total 
Farms w/inventory 118 305 423 
Inventory (head) 3,270 19,229 22,499 
Farms w/sales 81 202 283 
Sales (head) 1,271 8,881 10,152 
 SWINE 
 Lake Mendocino Total 
Farms w/inventory 18 28 46 
Inventory (head) 694 343 1,037 
Farms w/sales 18 24 42 
Sales (head) 177 747 924 
 SHEEP 
 Lake Mendocino Total 
Farms w/inventory 51 120 171 
Inventory (head) 1,239 7,177 8,416 
Farms w/sales 38 71 109 
Sales (head) 453 3,174 3,627 
 GOATS 
 Lake Mendocino Total 
Farms w/inventory 55 69 124 
Inventory (head) 1,081 566 1,647 
Farms w/sales 20 23 43 
Sales (head) 280 195 475 
 ALL LIVESTOCK 
 Lake Mendocino Total 
Inventory (head) 6,284 27,315 33,599 
Sales (head) 2,181 12,997 15,178 
Source: USDA, NASS. 2007 Census of Agriculture  
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Between 2002 and 2007, the inventory of cattle in Lake County declined by 64%, while the 
decrease in Mendocino County was only 4% (USDA-NASS, 2010). In 2007, 79% of the ranches 
in Mendocino County held fewer than 50 cattle in inventory. The ranches in Lake County tended 
to be even smaller, with 88% holding less than 50 cattle in inventory. Ten of the ranches in 
Mendocino County and only one in Lake County had 500 or more head of cattle in 2007. 

e. Existing USDA-Inspected Livestock Slaughter and Processing Facilities 
 
A limited number of USDA-inspected livestock slaughter and processing facilities is available to 
ranchers in Mendocino and Lake Counties. Five facilities provide both slaughter and processing:  

• Belcampo Meats opened in September, 2012; it is a 4.5-hour drive from Ukiah. It is 
certified organic and handles the four major species, as well as numerous poultry species. 
However, it only processes for other ranchers only one day a week (the last Monday of 
the month) and has a limit of 10 head per rancher. 

• Redwood Meats in Eureka is almost a 3-hour drive from Ukiah. It handles the four major 
species and is certified organic. 

• Johansen’s in Orland is a 2.5-hour drive; it handles the four major species. 
• Olson Meats in Orland is also a 2.5-hour drive. It is certified organic, but handles only 

hogs. 
• Superior is the closest with a 2 ¼ hour drive. It handles only sheep, but it expected to 

begin handling cattle in 2014. 
 

There are three slaughter-only facilities:  
• Panizzera’s in Occidental is about a 1.5 hour drive, but it handles only sheep. 
• Rancho Feeding in Petaluma is also about a 1.5 hour drive, and it currently handles cattle 

and hogs and it can do organic harvest upon request. 
• Nature’s Bounty in Vacaville is about a 2 hour 15 minute drive; it handles cattle, sheep 

and goats. 
 

Additionally, there currently are four cut-and-wrap facilities, which all handle the four major 
species. Sonoma Direct, which was located in Petaluma and handled all four species, closed in 
2012; however, the facility has been purchased and the new owners are planning to upgrade and 
reopen it.  

• Golden Gate Meats is only an hour away from Ukiah.  
• Marin Sun Farms has a processing facility in San Francisco, which is approximately a 

two-hour drive and plan to offer custom services to others in the fall of 2013; 
• Schmitz Diversified in San Leandro is a two-hour drive;  

• Manas Ranch Custom Meats in Esparto is a two-hour drive. 
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f. Rancher Survey of Potential Utilization of Proposed Facility 
 
Ranchers in Mendocino and Lake Counties were surveyed during 2013 by telephone to examine 
their potential use of the Mendocino County Meat Plant (MCMP). The emphasis was on cattle 
producers, because many of those involved in raising sheep tend to be interested primarily in 
youth programs. In fact, 51 of the 63 Lake County ranches raising sheep (81%) had herds with 
less than 25 head. In Mendocino County, 74 of the 120 sheep producers (62%) had herds with 
less than 25 head (USDA-NASS, 2010). 
  
Nineteen ranchers were interviewed for the survey; they include all of the individuals with larger 
herds (over 25 head) in the two counties known to be interested in USDA-inspected slaughter 
and processing services. Additionally, five other ranchers indicated that they were too small or 
not interested in utilizing a USDA-inspected facility. 
 
During 2012, the eleven beef ranchers marketed a total of 585 cattle to consumers, retailers and 
restaurants (Table 2-3); their sales ranged from 2 to 200 head. Similarly, the five pork producers 
marketed 312 hogs, with sales ranging from 10 to 200 head. The ten sheep ranchers marketed 
664 head, with sales ranging from 2 to 400 head. The six goat producers sold 97 goats; their sales 
ranged from 10 to 40 head.  In total, the nineteen ranchers reported marketing 1,658 head of 
livestock. Sixty-three percent reported that their direct marketing sales had been increasing 
during the past three years. 
 
Sixty-three percent of the ranchers wanted the meat cut and wrapped, 21% wanted half carcasses 
to be cut elsewhere and 16% reported that they had some customers who want cut and wrapped 
meat, while others prefer half or quarter carcasses to cut themselves.  Among those wanting their 
meat packaged, three-fourths desired to have all packages to be frozen, while one-fourth 
preferred a mix of frozen and fresh. 
 
The ranchers who were interviewed used primarily Rancho Feeding in Petaluma (5 ranchers) and 
Redwood Meats in Eureka (7 ranchers) for USDA-inspected slaughter and five used custom 
services; the processors used were primarily Redwood Meats (6 ranchers), custom exempt (6 
ranchers), and Golden Gate Meats (3 ranchers). 
 
When asked what percentage of their slaughter occurs between the May through October peak 
period, eight ranchers indicated between 80 and 100%; six stated that they slaughter year-round 
and four others did not slaughter at all during the peak period. Thus, there is potential for having 
the facility processing relatively steady volumes year-round, particularly if financial incentives 
are offered. Several smaller ranchers commented about the need for increased slaughter and 
processing capacity during the fairs; however, the timing of this demand is so concentrated that 
this consideration should not drive the construction of a new meat plant. 
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Ranchers were asked if they would use the MCMP if it offered only cut-and-wrap services. Only 
four indicated that they would use the facility and one responded “maybe”; their direct marketing 
sales in 2012 totaled 492 head and represented 30 percent of the total livestock direct marketed 
by all ranchers who were interviewed). The two largest ranchers interviewed (each with more 
than 400 head) were not interested at all in using the MCMP if it only had cut-and-wrap services. 
  
The services most highly desired by the ranchers were: meat grinding (89%); labeling of 
packaged cuts (63%), and extended carcass hang time (58%). Thirty-seven percent required that 
their products be delivered to their customers in the Bay Area and another 37% wanted smoked 
products.  Other ranchers reported that they already had preferred suppliers for smoked products 
who they planned to continue using. Kosher or Halal slaughter and organic slaughter and 
processing had very limited demand (16% and 11%, respectively). 
 

Table 2-3  Responses to Rancher Survey 
 Beef Hogs Sheep Goats 
Producers 11 5 10 6 
2012 Direct Marketing (head) 585 312 664 97 
   Minimum sold by a rancher 2 10 2 10 
   Maximum sold by a rancher 200 200 400 40 
 
Sales increasing during past 3 years 63% 
Want wrapped cuts 67% 
Want carcasses   32% 
 
Packages 
  All Frozen 53% 
  Mix of frozen and unfrozen 16% 
  Not Applicable (Carcasses) 32% 
 
Interest in Following Services  (% of 19 respondents) 
  Meat grinding 89% 
  Extended Carcass Hang Time 58% 
  Labeling Packaged Cuts 63% 
  Product Delivery to Bay Area 37% 
  Smoked Product 37% 
  Kosher or Halal Slaughter 16% 
  Organic Slaughter & Processing 11% 

 
Potentially interested in investing in meat plant 58% 

 
The total potential slaughter and processing demand of 1,658 head annually among 19 ranchers 
is relatively small. These ranchers reported that they expected some growth in their demand; 
10% overall (approximately 170 head) is likely.  There will be additional demand during the fairs 
season, which could require adding a second shift. However, such “excess” demand could 
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require payment of costly overtime rates for a USDA inspector and plant workers.  As noted by 
Gwin et al. (2013), seasonal demand for services “creates an unstable ‘boom and bust’ cycle that 
is difficult to maintain; fixed costs are paid all year, skilled workers need year-round paychecks” 
(p.43). 
 
There is one other existing ranching enterprise that could potentially add significant utilization of 
the proposed facility: the University of California’s Hopland Research and Extension Center 
which currently sends approximately 300 wethers annually, which are ready to be finished, to a 
livestock auction. The Center does have the capacity to grass-finish these lambs by mid-June. 
However, significant discussion within the University of California would be needed in order to 
sell these lambs to any one local rancher who would buy all of them as either finished or ready to 
be finished. Thus, these animals were not included in the potential livestock pool to be processed 
at the proposed facility. 
 
Superior is the closest to being an acceptable driving distance for sheep ranchers in southern 
Mendocino and Lake Counties who want their lambs both slaughtered and processed at one 
facility. Currently, Superior is only handling sheep, but it is expected to begin handling cattle as 
well sometime in 2014. Some ranchers commented that scheduling at Johansen’s must be done at 
least four months in advance. Four of the 19 ranchers interviewed are currently driving the three 
hours to Redwood Meats in Eureka to get their slaughter and processing at the same facility, and 
then arranging for Redwood Meats to transport the processed meats to their freezer facility. 
 
Otherwise, ranchers need to haul their livestock to a slaughter facility, of which Rancho Feeding 
is the closest for cattle and hogs and Panizzera for lambs, and then pick up the carcasses and 
transport them to Golden Gate Meats.  Some ranchers commented that Golden Gate Meats’ 
availability and quality of service have diminished significantly during the past two years. Thus, 
it is understandable why ranchers in Mendocino and Lake Counties would be strongly interested 
in having a multi-species USDA-inspected slaughter and processing facility open in the Ukiah 
area. 
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3. Alternative Organizational Models 
 
MCMP will be a new business; thus, it has the choice of several business structures when 
determining its ownership and governance structure.  Since this project has been framed as a 
collaborative organization, we assume that it will have multiple owners.  There are four well-
known structures described briefly below, as well as a new structure that recently was approved 
in California—a B-corporation. 

 

a. Partnerships 
 
Partnerships are one of the oldest legal forms of closely-held joint ventures. They involve two or 
more owners. Since at least one of the owners is fully liable for the debts of the venture, its 
liability is not limited; at least one owner’s assets are subject to liquidation if the partnership 
suffers an adverse ruling. Thus, the partnership structure is very problematic in a litigious 
environment. 
 
The owners, called partners, may pull out at any time, usually without generating any taxable 
capital gains.  A partnership’s income is taxed at the partner level only. 
 

b. Limited Liability Companies 
 
Limited liability companies (LLCs) are a much newer structure.  The owners are called 
"members", and all members enjoy limited liability. These members may also pull out at any 
time without triggering capital gains tax penalties.  Income is distributed to members in 
proportion to their ownership; income is taxed only at the member level.  LLCs resemble 
partnerships, but, most importantly, they share the corporate characteristic of limited liability. 
They can have an unlimited number of partners. Members have one vote per share owned. 
 
Limited partnerships, as well a B-corporations, S-corporations and LLCs must all pay the annual 
minimum franchise tax of $800 in California. However, the LLC is also subject to an additional 
“fee” on its gross revenues. There is no fee for LLCs with annual gross revenues of less than 
$250,000, but the annual fee rises to $900 for LLCs with annual gross revenues of at least 
$250,000 but less than $500,000, and to $2,500 for LLCs with annual gross revenues of at least 
$500,000 but less than $1,000,000. 
 
If all of the members of an LLC are nonprofit, then the LLC will be treated as a nonprofit for tax 
purposes. If at least one of the members of an LLC is not a nonprofit, then the LLC will not be 
treated as a nonprofit. 
 

Mendocino Meat Plant Feasibility Study August, 2013  11 | P a g e  
 



c. S-corporations 
 
S-corporations originated sometime before the LLCs, but they also offer a blend of partnership 
and corporate characteristics. Like a partnership, income may only be taxed at the owner 
(shareholder) level--as long as certain ownership criteria are met. However, if it distributes 
profits to outside investors, it may have to pay capital gains taxes. The shareholders have limited 
liability. An S-corporation can have up to 100 members. However, individuals who are not U.S. 
citizens cannot be members of an S-corporation. Like LLCs, members in an S-corporation can 
have varying investment levels. 
 

d. B-corporations 
 
The new “benefit corporation” became a recognized business structure in California, effective 
January 1, 2012.  It is usually referred to as a B-corp. To qualify as a B-corp, a firm must have an 
explicit social or environmental mission, and a legally binding fiduciary responsibility to take 
into account the interests of workers, the community and the environment as well as its 
shareholders. It must also publish independently verified reports on its social and environmental 
impact alongside its financial results. Food-related B-corps include Cabot Cooperative Creamery 
(Vermont), New Seasons Markets (Oregon grocer) and Swanton Berry Farms (California, 100%-
unionized organic farm). 

Some B-corps have explained the motivation for creating B-corporations is that for-profit firms 
often face pressure to abandon their social and/or environmental goals in favor of increasing their 
profits. By explicitly labeling themselves as B-corps, they believe that they will be able to attract 
like-minded investors to raise capital when they need to grow (The Economist, 2012). 

e. Cooperatives 

A cooperative is a jointly-owned business that: (a) distributes control equally (either as one 
member, one vote or proportionate to use); (b) provides equitably distributed benefits on the 
basis of use (rather than on the basis of investment); and (c) has equitably distributed 
capitalization responsibilities, also on the basis of use.  Cooperatives usually have employees 
who operate the cooperative on a daily basis. In the long-term, cooperatives strive to have each 
member’s capital investment in the cooperative to be proportionate to his/her utilization of the 
cooperative. 

Cooperatives resemble partnerships and LLCs in that their income may be taxed only at the 
individual (or member) level-- if profits are distributed properly as "patronage refunds". Also, 
cooperatives share the corporate characteristic of limited liability and involve similar capital 
gains tax disadvantages. 
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Traditionally, farmers formed cooperatives to pool their resources to build processing facilities in 
rural communities.  Cooperatives often provide economies of scale, enabling farmers to compete 
against larger operations. Cooperatives can also serve to provide missing markets or services, 
such as when a corporate customer decides to close its processing facility, leaving the local 
farmers with nowhere to market their production. Additionally, cooperatives can reduce their 
members’ coordination costs (which economists refer to as transaction costs). For example, 
MCMP could potentially provide both slaughter and processing services at one location; 
therefore, its members would no longer have to schedule appointments to have their livestock 
slaughtered and or processed, and then make arrangements to have the carcasses shipped to 
processed (or pick up the carcasses and deliver them to the processor). 

Country Natural Beef (CNB) is probably the best-known meat-related cooperative in the U.S.  
However, it does not own any processing facilities; like another well-known cooperative, 
Organic Valley, it is “brickless.” Thus, it has had to raise relatively little equity capital from its 
members. Rather, it is a “consumer-centric” marketing cooperative that contracts with feedlots to 
finish the members’ cattle using a specified protocol, with processors to slaughter the livestock 
according to CNB’s humane criteria and process the carcasses into edible parts. A distributor 
receives the boxed beef, grinds select parts into ground beef, and distributes all of the meat to 
CNB’s grocery, restaurant and industrial customers.1 
 
With respect to MCMP, the cooperative’s members could be the ranchers that utilize the plant’s 
services. Another alternative is that the plant’s employees could be the cooperative’s members, 
rather than the ranchers.  Alvarado Street Bakery in Petaluma is one of the largest worker-owned 
and managed cooperatives in the United States; it markets its baked goods through the country. 
However, MCMP would be difficult to structure as a worker-owned cooperative because it will 
require relatively high capital contributions from its small labor force (less than 10 workers). 
Therefore, the cooperative is most likely to have ranchers as its members; as discussed earlier, 
there are at least 19 ranchers in Mendocino and Lake Counties who are interested in utilizing the 
plant and 11 of them indicated they were potentially interested in being an investor in the 
business. However, it should be noted that none of the ranchers expressed interest in owning 
MCMP as a member of a cooperative. 

1 There is another beef marketing organization that operates similarly to CNB, Grasslands Livestock Association 
(GLA). Based in Texas, GLA provides a consistent supply of grassfed beef to all Whole Foods Markets in its 
Southwest region. Contrary to its name, GLA is an LLC comprised of a husband-and-wife team. They have 
developed a well-managed system of getting beef cattle processed and delivered to the Whole Foods stores without 
investing in any facilities or trucks (Farm Credit Council). They collect a management fee from the 15–20 producer 
members.  The alliance producers make annual commitments 6–12 months in advance of harvest to ensure the 
Whole Foods Market demand is met.  They meet quarterly to discuss scheduling, quality, promotion, and technical 
assistance needs.  
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f. New Generation Cooperatives 
 
A new form of cooperatives—new generation cooperatives (NGCs)—emerged during the 1990s. 
Most NGCs were formed in the Midwest and processed niche products, such as bison, specialty 
wheat varieties, tilapia (fish) and edible beans. They are different from traditional cooperatives in 
two important ways: 1) members must have delivery shares to use the NGC; and (2) membership 
in the NGC is “closed”, such that the cooperative is restricted to accepting a predetermined 
amount of specific product, rather than being the traditional commodity clearinghouse (Fulton, 
2001).  Both of these characteristics stem from NGCs’ processing focus. The total amount of 
delivery shares sold to all members equals the product volume at which the plant operates at the 
most efficient processing level. The NGC sells shares to allocate the deliveries among members, 
and to raise capital.  The members have an obligation to deliver product equal to their shares, and 
the NGC has the obligation to accept and process the member’s delivery (subject to the delivery 
meeting the cooperative’s quality requirements.) 
 
Unlike a traditional cooperative, the NGC member’s shares are usually transferable and they can 
appreciate or depreciate in value (depending on the NGC’s financial performance). If the NGC is 
successful and wishes to expand its processing capacity, it can sell more delivery shares to 
current or new members to obtain more products to process and generate the equity capital 
needed to finance its facility expansion. 
 
A new NGC would determine the price of a delivery share by taking the total amount of equity 
capital it wished to raise from members for start-up; often, this was 30 to 50% of the total capital 
required to build or purchase the processing plant. Some NGCs are affiliated with LLCs; the 
LLC is created to issue and sell preferred shares, and to operate the plant, if the NGC cannot 
raise sufficient equity capital as a cooperative. The LLC can raise the remaining capital by 
selling shares to individual and corporate investors; the Northeast Missouri Grain Processors was 
such an LLC. A cooperative owned 84% of the LLC that operated the ethanol plant. 
 

g. Three Livestock Cooperatives 
 
The livestock cooperatives are described below to provide more information about the different 
ways a cooperative structure can be utilized to operate a meat processing business. 
 
Mountain States Lamb is a cooperative of over 120 family ranchers in 10 western states, 
including California. In 1999, lamb producers from Wyoming decided to form a new generation 
cooperative to process and market (unlike MCMP) various meat products.  They determined that 
they did not have the capital themselves to launch the business. They succeeded in having state 
legislation passed which enabled cooperatives in Wyoming to be organized an unincorporated 
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association similar to limited liability companies.  The community development benefits that 
could be generated by having a broader investor base were the bill’s significant selling point.    
 
Mountain States Lamb and Wool Cooperative was formed by Mountain States Lamb under this 
new “Wyoming Processing Cooperative Statute” in 2001.  Its owners are divided into two 
classes:  “Patron members” have rights and obligations of delivery of product to the cooperative; 
and “Non-patron members” who have no product delivery obligations and are primarily 
investors.  Patron members may participate also as investors. Voting rights are differentiated 
between patron and non-patron members. Patron members are allowed to vote using a one 
member, one vote basis, subject to certain exceptions. Non-patron members have voting rights 
proportional to their investment, or as otherwise provided in the bylaws.  Mountain States Lamb 
and Wool Cooperative’s patron members own A-shares and the non-patron members own B-
shares which pay a fixed dividend.  In 2004, approximately 75% of the cooperative’s equity 
capital was held by producers, some of whom own both A- and B-shares (Hardesty, 2004). Since 
then, Mountain States developed a joint venture with a New York-based meat processor/ 
distributor, and later bought out this partner to become the sole owner. 
 
As demonstrated by the Mountain States Lamb & Wool Cooperative, farmers or ranchers who 
are organizing a collaborative may find it much easier to raise capital when structured as an 
LLC, rather than a cooperative, because the LLC can have non-farmer members.  With this 
greater diversity, the LLC can have access to investors representing a broader range of 
investment capacities. 
 
The Island Grown Farmers’ Cooperative began its formation in 1996 when a group of ranchers 
who could not transport their livestock to the mainland for processing approached the Lopez 
Island Community Land Trust to sponsor the development of a mobile slaughter unit (MSU).  
The Land Trust contacted Bruce Dunlop, an engineer, to design and build the MSU.  It was paid 
for with several USDA grants and donations from the ranchers and other individuals in the 
community. It became the first USDA-inspected mobile slaughter facility for red meat in the 
U.S. The MSU is owned by the Lopez Island Community Land Trust and leased to the 
cooperative (Niche Meats Processing Assistance Network). Further processing is done at a 
permanent processing plant on the Washington state mainland which the cooperative owns. 
Thus, the cooperative operates as a public/private partnership, and Bruce Dunlop now serves as 
its president. 
 
The MSU moves to different members’ ranches on Lopez Island. It slaughters about eight head 
of beef a day, or 30 sheep or 16 hogs), which takes two butchers eight hours, and an additional 
two hours of drive time. The MSU operates three to four days a week year-round. Its limited 
staffing also needs to do cleaning and maintenance of the truck and trailer, and the carcasses 
have to be taken to the mainland for processing. The members handle their marketing 
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individually. At the 2012 Western SARE Infrastructure Conference, Bruce Dunlop reported that 
both the MSU and the processing facility operate at full capacity, which is 1200 equivalent 
livestock units. This high level of utilization is critical for maintaining the cooperative’s 
profitability. 
 
The following description of Puget Sound Meat Producers Cooperative (PSMPC) is a summary 
of the information about it on the NMPAM website 
(http://www.extension.org/pages/28436/puget-sound-meat-producers-cooperative) and the 
PSMPC website (http://www.pugetsoundmeat.com/). Like Island Grown Farmers’ Cooperative, 
PSMPC also is an example of a public/private partnership. It began operating in 2009; it was 
established to ensure that USDA-inspected services remain available to Pierce County Producers 
and other ranchers. Its members include local ranchers, farmers, butchers, restaurant owners and 
others. It handles cattle, sheep, hogs and goats. It currently travels between two sites in Pierce 
County, and is used by members and nonmembers. The slaughter unit can handle 8 to 10 animal 
units per day (1 cow, 2 pigs, 3 sheep/goats all represent 1 animal unit). It operates for up to eight 
hours a day under inspection (including a 30 minute pre-inspection), with extra time for set-up, 
clean-up, and transportation. 
   
Start-up costs totaled approximately $500,000 for the 45-foot mobile unit in the trailer 
($250,000--purchased from TriVan), training necessary for employees, operating capital 
(including the lease cost of the truck) and $12,000 for small equipment and tools. The capital for 
the MSU was provided by the Pierce Conservation District in Pierce County, Washington; the 
District obtained a loan to cover part of the capital costs and operating costs for the first year. 
 
Originally, PSMPC had five paid employees, which was not sustainable given the low initial 
utilization rate.  This nearly led to bankruptcy, and required restructuring the operation. 
Currently, PSMPC has no employees. The MSU is now operated on a contract basis by a local 
livestock producer and founding PSMPC member who also has his own custom-exempt/retail-
exempt butcher shop.  Carcasses requiring USDA inspected cut-and-wrap are taken to two 
inspected plants in the region. Other custom-exempt/retail-exempt butchers also use the MSU to 
have inspected carcasses they can cut up and sell from their own retail counter.  The contract 
butcher works with one assistant (more when needed), who handles the paperwork. PSMPC 
board members handle the scheduling and bookkeeping on a volunteer basis.  As its profitability 
increases, PSMPC plans to restore paid staff positions, beginning with a bookkeeper. 
 
During 2011, the co-op had net income of approximately $11,000 (after paying the butcher and 
covering operational and maintenance expenses) with 90 processing days. During 2012, it 
harvested over 1,000 animals. Utilization of the mobile slaughter is increasing; it has risen from 
516 carcasses during the first full year of operation in 2010, to 850 in 2011 and 1,000 in 2012. 
Only 20% of the membership used the MSU regularly during 2011. 
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The Pierce Conservation District owns the MSU, for which the co-op pays a $1 annual lease 
payment. The contract butcher is paid a $300 daily rate (for set-up and transport) plus a fee per 
animal unit; the butcher pays his assistants and purchases all consumable supplies used with the 
MSU.  The member slaughter charge for cattle under 1,000 pounds of hot carcass weight is $110 
and $50 for sheep under 100 pounds of hot carcass weight; members pay $140 per hour for 
processing. Rates are approximately 25% higher for nonmembers. Prices paid by producers to 
PSMPC include a margin to cover fixed costs, including maintenance, repairs, and equipment 
replacement; insurance; lab fees; legal fees/permits; and site improvements. Utilization of the 
MSU appears to continue to be an issue; the online schedule shows only 9 days of monthly use 
scheduled during April through July, 2013. The April, 2013 minutes of the Pierce Conservation 
District indicate that PSMPC will engage in increased outreach to members and will expand the 
MSU’s geographic operating area. 
 
It should be noted that wastewater discharge regulations in Washington where both Island 
Grown Farmers’ Cooperative and PSMPC operate are much more liberal than those in 
California.  

4. Alternative Sources of Financing 
 
There are three categories of alternative financing sources for the MCMP reviewed in this 
section: equity capital; debt capital; and grants. While community groups often expect to obtain 
grant funding as the primary source of funding for relatively small-scale regional facilities, we 
consider this to be unrealistic. The project has already received two grants prepared by the 
Mendocino County Economic Development Financing Corporation from the U.S. Department of 
Commerce Economic Development Administration for the facility design, planning and 
feasibility analysis for the MCMP (both the previous large-scale and the current small-scale plant 
versions) for $231,678. There is one potential grant funding source that is discussed at the end of 
this section. However, for the MCMP to actually be built (in modular form or from the ground 
up), both equity capital and debt capital will be required. 
 

a. Financing Possibilities—equity capital 
 
Equity capital is necessary for virtually any start-up business. Given the recent economic 
difficulties, lenders do not provide 100% debt financing for a business like MCMP. As 
previously noted, 11 (58%) of the local ranchers interviewed for this project expressed interest in 
potentially being an investor in the business. It is possible that these ranchers could form a 
processing cooperative, in which case they would provide some or all of the equity capital.  It 
would also be possible to organize the cooperative using the LLC structure, similar to Mountain 
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States Lamb and Wool, with outside investors (individuals who are not ranchers) as well as the 
rancher investors. 
 
It should be noted that forming a new cooperative requires dedicated leadership by at least two or 
three ranchers, such as that demonstrated by Doc and Connie Hatfield when they organized 
Oregon Country Beef (which has since been renamed County Natural Beef).  It is one author’s 
opinion2 that none of the ranchers interviewed is interested in undertaking such extensive 
organizational efforts. 
 
Another possibility is to form an S-corporation, which could include both local ranchers as well 
as non-rancher investors. There are recent examples of such cases, which involve investors who 
support investments that generate social and/or environmental returns, as well as financial 
returns; such investors are called “impact investors”. They are often involved in organizations 
such as Investors’ Circle, Slow Money and LION, which are briefly described below. Rangan, 
Appleby and Moon (2012) prepared a Harvard Business School Note reviewing the impact 
investing industry.  Impact investing has been so popular that investment funds are being created 
to package finance projects that create social and/or environmental benefits while also generating 
financial returns, as do the B-corporations described in Section 3. 
 
Venture capital is an unlikely source of equity capital for MCMP. Venture capital funds are 
almost exclusively focused on early-stage, high-risk, and high-potential opportunities that use a 
novel technology or business model in high technology industries, such as biotechnology and 
information technology/software. Their time horizons are usually short (three years or less) or 
mid-term (4 to 7 years).  The MCMP is not a good fit for venture capitalists because it is 
intended to provide processing services to local ranchers, which clearly is not a high-tech 
proposition. 
   
Crowd-funding organizations, such as Kickstarter, have become popular means for an 
organization or a person to directly raise small sums from many people. They are oriented at 
supporters of consumer products or creative efforts, such as music or films; MCMP does not fit 
this category. MCMP also does not fit into the philanthropic project category supported by on-
line organizations such as Global Giving, Kiva, Wokai and the US-based Zidisha. MCMP is 
most likely to attract investors with a longer-term time horizon (at least 7 to 10 years), especially 
impact investors who are interested in supporting grassfed livestock finishing, local foods and/or 

2 Shermain Hardesty has worked at an agricultural processing and marketing cooperative. She also served as 
Director of the University of California’s Center for Cooperatives from 2002 through 2003, until the University 
closed the Center during a budget crisis. She has worked with various farmer/rancher groups interested in organizing 
themselves into a cooperative. She believes that, in addition to the facilitation and technical support provided by the 
University, it is essential to have strong organizational and financial commitment from a core group of producers to 
create a new cooperative.  
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the North Bay economy. Three organizations that promote impact investing by individuals are 
described below briefly. 
 

i. Slow Money 
Slow Money (www.slowmoney.org) differs from other social investment programs through its 
focus on investing in farming and food ventures aspiring to serve local or regional markets. Its 
principles include learning “… to invest as if food, farms and fertility mattered. We must connect 
investors to the places where they live, creating vital relationships and new sources of capital for 
small food enterprises.” (http://slowmoney.org/principles).  Through a variety of events, Slow 
Money has been instrumental in raising more than $25 million in 210 small food enterprises 
around the United States over the past two years. 
 
Currently, 17 local Slow Money chapters and six investment clubs have been formed, including a 
chapter in Northern California.  A working group for the North Bay has been established, and 
had a meeting in March, 2013 that highlighted new or prospective meat processing projects; 
actual investors were present. Meat Committee Member Kathryn Quanbeck gave a presentation 
entitled, State of the Local Meat Industry in the North Bay - Challenges, Policies, and 
Opportunities, which included discussion about MCMP. There were also presentations about 
plans to develop two USDA cut-and-wrap facilities in Sonoma County; these facilities (Sonoma 
County Meat Company and Victorian Farmstead Meat’s meat market) were described briefly in 
Section 2. These facilities included butcher shops selling meats to consumers. 
 
Slow Money Northern California organized an Entrepreneur Showcase in 2011 that included a 
presentation from David Evans with Marin Sun Farms. He was seeking funding to acquire 
Rancho Feeding, the slaughter house in Petaluma. (Since this event, Rancho Feeding’s owners 
have been more actively promoting their services and added hog slaughter services and organic 
slaughter.) Soul Food Farm in Vacaville, known for its pastured eggs and chicken, obtained a 
three-year loan of $40,000 with a 6% interest rate (DeBare, 2011). At this event, Capay Valley 
Farm Shop was introduced to future investors; several ended up joining the producer 
shareholders of the S-corporation to become “patient equity capital” investors in its consumer 
products venture. Three of these outside investors now serve on Capay Valley Farm Shop’s 
board of directors. Capay Valley Farm Shop’s president/co-founder noted that having 35 
investors has increased the administrative effort required to run the business. 

ii. Investors’ Circle 
Investors’ Circle operates at a more advanced level than Slow Money. Slow Money’s founder 
and chairman, Woody Tasch, served as chair of Investors’ Circle for over ten years.  The 
investors who participate in Investors’ Circle include investment funds and companies. 
Investors’ Circle requires firms seeking funding to undergo an assessment of their expected 
social and environmental impactions; it is not food-focused. However, its members did invest 
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$800,000 in Niman Ranch in 2000 and $1.4 million in Earth’s Best Baby Food in 1994, as well 
as New Day Farms and other food-oriented companies that market to consumers.  

iii. LION 
LION (Local Investment Opportunity Network) is based in East Jefferson County, Washington; 
its members are motivated by a desire to promote economic development in their community. It 
is not an investment group; rather, it is an informal network of individuals who meet to hear 
business plans (https://l2020.org/LION).  Investment decisions are made by the individual 
investors.  LION has facilitated investment in a local creamery and a farm, as well as some non-
food related ventures.  The drawback to this approach is the limited liquidity of the investment.  
 
One of LION’s members markets LION investing kits online; they contain templates of the legal 
agreements and forms that LION uses.  It appears that there is only currently one other LION 
group; it is in Madison, Wisconsin.   
 
LION and similar organizations steer clear of Security and Exchange Commission’s (SEC) 
registration requirement by offering opportunities considered to qualify for a “private offering 
exemption”; “…potential investors need to have a preexisting relationship and familiarity with 
the offeror of the securities” (Cortese, p 101). Similarly, non-rancher residents in Mendocino and 
Lake Counties who are interested in supporting locally produced meats and local economic 
development could support MCMP by becoming LION-like investors in the S-corporation or an 
LLC. 

iv. Direct Public Offering of Stock 
MCMP also has the option of doing a direct public offering of stock (DPO) to obtain long-term 
capital.  There is not loan repayment required, nor are there interest payments; investors have 
expectations in sharing in the firm’s returns, which could be primarily social or environmental in 
nature, rather than financial. However, most public stock offerings are subject to the process of 
registration with the SEC and ongoing reporting requirements, both of which can be quite costly 
for small businesses. The SEC’s Regulation D contains three different exemptions for small 
offerings of under $1 million or $5 million. However, two of them limit the number of non-
accredited investors3 to 35 (Cortese, 2011), which could be problematic for MCMP because its 
stock offering could be attractive primarily to smaller investors. States also have their own 
securities laws and regulations that need to be considered. 
 
The intrastate offering exemption (known as SEC Rule 147) provides an exemption from SEC 
review for security offerings conducted in the state in which the firm is incorporated and does the 
bulk of its business (Cortese, 2011). The coordinated limited offering exemption under 
California law (SEC Rule 1001) provides an exemption from SEC registration requirements for 

3 A non-accredited investor is an investor with net worth of less than $1 million and an annual income of less 
than $200,000 ($300,000 with a spouse) in each of the past two years (Cortese, 2011).  
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securities offerings and sales of up to $5 million, that satisfy the conditions of §25102(n) of the 
California Corporations Code (http://www.sec.gov/info/smallbus/qasbsec.htm#1001). This 
California law exempts offerings made by California companies to "qualified purchasers" whose 
characteristics are similar to, but not the same as, accredited investors under Regulation D. The 
California provisions allow limited general solicitation before sales. This exemption reduces the 
cost of issuing stock considerably.  However, such securities have very low liquidity; they are 
“restricted securities,” meaning they can only be resold by registration or an applicable 
exemption from SEC registration (http://www.sec.gov/info/smallbus/qasbsec.htm). 
 
If the legal hurdles can be met, MCMP still needs to successfully market a DPO. As a relatively 
low-tech business, MCMP will not be able to offer high rates of return to its investors.  As noted 
above, the liquidity of such securities is very low. Therefore, MCMP stock is likely to be only 
attractive to impact investors, in particular to those who support values such as grassfed livestock 
finishing and locally produced foods. During the mid-1990s, Mendocino Brewing Company 
successfully completed two DPOs, raising over $3.6 million. The stock trades on the Pacific 
Stock Exchange (Drew Field, ---).   
 
The fact that MCMP will be providing services to local ranchers, rather than marketing products 
to consumers, puts it at a disadvantage with impact investors. To have a successful stock 
offering, MCMP may need to engage its ranchers’ customers as collaborators, particularly the 
restaurants and butcher shops. 
 

b. Financing Possibilities-Debt Capital 
 
Since MCMP will be a new business, it is highly unlikely that it will obtain a loan from 
traditional lenders without any assistance. Local financial institutions should be considered a 
potential source of debt financing for a community-oriented business such as MCMP.  Three 
types of lending arrangements involving local financial institutions are reviewed below. The 
Mendo Lake Credit Union does not provide business loans. 

i. Community Development Financing Institutions 
Community Development Financing Institutions (CDFIs) are a possible source of debt financing 
for the MCMP.  A CDFI is a financial institution that provides credit and financial services to 
underserved markets and populations; community development is its primary mission. It serves a 
target market, provides development services, is accountable to its community, and is a non-
governmental entity.  CDFIs include community development banks, community development 
credit unions, community development venture capital funds, and community development 
corporations.  
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The U.S. Department of the Treasury provides funds to CDFIs through a variety of programs. 
One of them is the New Markets Capital Tax Credit Program; it attracts capital from individual 
and corporate investors by providing a federal income tax credits for making qualified equity 
investments (U.S. Treasury, www.cdfifund.gov). 
 
The CDFI Fund’s recently released report, Food Systems Overview, included meat processing 
facilities in the “Mid-Tier Food Chain” section (Richman, 2011). Richman noted that there is a 
variety of innovative business structures in this sector, including hybrid for-profit/non-profit 
entities, and food processing/distribution cooperatives; their innovative business structures may 
be limiting their access to capital. The role of CDFIs in this sector includes offering appropriate 
financial products that are structured in size, duration and repayment terms to fit the needs of 
Mid-Tier Food Chain enterprises, such as working capital and equipment financing. 
 
The Arcata Economic Development Corporation (AEDC) is a CDFI; its service area includes 
Del Norte, Humboldt, Mendocino, Lake, Siskiyou and Trinity counties. Established in 1978, it is 
a 501c3 non-profit organization that makes capital available to individuals and businesses that do 
not have access to funds from traditional sources. AEDC’s Small Business Lending Center offers 
long-term loans for real estate and equipment, as well as short-term loans for working capital and 
lines of credit. 

ii. Small Business Administration 504 Program 
One of the major business loan programs utilized by the CDFIs is Small Business 
Administration’s 504 Program (SBA 504 Program). The purpose of the SBA Section 504 Fixed 
Asset Loan Program is to provide long-term financing for small businesses for fixed assets. The 
funds must be used to purchase fixed assets for projects that will help create new employment 
opportunities or retain existing jobs (Small Business Administration). Specifically, the funds can 
be used for land and building acquisition, construction, machinery and equipment purchase and 
installation, and related costs and fees. The 504 Program does not provide working capital. The 
loan proceeds are guaranteed 100% by the SBA. Key eligibility requirements for a 504 Program 
loan include: operating as a for-profit business; relevant management expertise; not having funds 
available from other sources; and having the ability to repay the loan on time from the business’ 
projected operating cash flow. 
 
According to Kelli Sterling, AEDC’s loan officer, the 504 Program supports loans up to the 
$5,000,000 maximum limit for a small business. Since MCMP will be a new business, the SBA 
can only directly finance 30% of eligible 504 costs; an SBA-affiliated lender (such as Savings 
Bank of Mendocino or Redwood Credit Union) provides 50% of the financing and MCMP must 
provide equity capital for 20% of the building acquisition/construction and machinery and 
equipment costs. Currently, the interest for the 504 Program is 5.23%. The loan term for building 
acquisition/construction is twenty years and ten years for machinery and equipment. 
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iii. USDA Rural Development Business and Industry Guaranteed Loan 
Assuming that it is not eliminated in the new Farm Bill, USDA-Rural Development’s Business 
and Industry (B&I) Guaranteed Loan program offers loans with an 80% guarantee (USDA-Rural 
Development—B&I). B&I loans usually have a $10 million loan maximum which will not be 
problematic for the MCMP. The B&I program is not intended that the guarantee authority will be 
used for marginal or substandard loans or for relief of lenders having such loans. 
 
Eligible borrowers include cooperatives, corporations, partnerships, or other legal entities 
organized and operated on a profit or nonprofit basis. Authorized uses of the loan funds include 
purchasing machinery and equipment, leasehold improvements, and supplies. It offers 15 year 
loans for machinery and equipment, and seven year terms for working capital. 

iv. Slow Money Loans 
While investors involved with Slow Money were previously discussed as a source for equity 
capital, sometimes they opt to provide low-interest loans instead. For example, No Small 
Potatoes Investment Club is affiliated with the Slow Money chapter in Maine. The loan criteria 
on its website (http://www.slowmoneymaine.org/investinglocally/investment-clubs/nsp/) indicate 
it favors businesses that support the state’s food economy by making small loans to farms, 
fishermen and food-related businesses that expand markets by processing or distribution and 
enhance sustainable land use practices and food safety. The fact that most of the ranchers 
interested in utilizing MCMP intend to finish their livestock on grass should be viewed as a 
sustainable land use practice by potential Slow Money investors. No Small Potatoes’ website 
also includes links to various documents for starting a new Slow Money Investment Club, 
including sample loan application form and sample promissory note. 

v. Direct Public Offerings of Debt and Private Debt Offerings 
Public offerings can be made with debt securities, as well as the equity securities that were 
previously discussed. Similarly, organizations such as LION offer private debt offerings, as well 
the private equity offerings. The same SEC rules governing equity securities also apply to debt 
securities. 

c. Financing Possibility-USDA Value-Added Producer Grants 
USDA-Rural Development also has a grant program that MCMP could eligible to apply for--
Value-Added Producer Grants (USDA-Rural Development, VAPG), assuming that it is not 
eliminated in the new Farm Bill.  The VAPG program’s objective is to help farmers and ranchers 
enter into value-added activities related to the processing and/or marketing of bio-based value-
added products.  Priority for a competitive grant is given to small- and medium-sized farms or 
ranches structured as a family farm or farmer/rancher cooperative, or are participating in a mid-
tier value chain (which MCMP would likely to be doing). MCMP should be able to meet one of 
the following applicant eligibility categories: independent producer, agricultural producer group, 
farmer or rancher cooperative, or majority-controlled producer-based business venture.   
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The maximum amount of grant funding is $100,000 for planning grants and $300,000 for 
working capital grants (which is the likelier option for MCMP). Eligible working capital 
expenses include processing costs, marketing and advertising expenses, and some inventory and 
salary expenses. VAPG funds cannot be used to acquire machinery, equipment or structures. 
Cost sharing is required in the form of cash or eligible in-kind matching funds equal to at least 
the amount of grant funds requested. No other grant programs were identified as appropriate for 
the MCMP. 

 

d. Review of Financing Options 
 
A variety of financing options were reviewed in this section. The most critical requirement for 
MCMP will be to raise equity to cover 30% of its expected building (modular or fixed) and 
machinery/equipment costs, as well as approximately six months of working capital. Without 
equity, MCMP will not be able to obtain a loan to finance approximately 70% of its expected 
building and machinery/equipment costs. MCMP will also need to raise cash reserves to cover its 
negative cash flows while it is increasing its plant utilization rate. The most likely source of such 
capital is the community—the ranchers in Mendocino and Lake Counties who are planning to 
use the facility, local citizens who want to support the local economy, and the larger community 
of food-related businesses and individuals in the North and East Bay Area who are committed to 
supporting sustainable agricultural practices and regional food systems. 
 
Clearly, a nontraditional effort, such as a DPO, would require consultation with an attorney who 
specializes in securities. Cutting Edge Capital (Jenny Kassan is the CEO) has additional 
information about offering a DPO and other alternative sources of capital on its website 
(http://www.cuttingedgecapital.com/). 

 

 
  

Mendocino Meat Plant Feasibility Study August, 2013  24 | P a g e  
 

http://www.cuttingedgecapital.com/


5. Plant Requirements, Options, and Siting 
 

a. USDA Requirements 
 
The MCMP must be inspected by a USDA Food Safety Inspection Service (FSIS) inspector in 
order to be able to sell the carcasses and processed meats wholesale. The eXtension website, 
Niche Meats Processing Assistance Network (NMPAN), has considerable information to assist 
small-scale meats processors. As noted in the regulations section of its website 
(http://www.extension.org/pages/17170/meat-processing-rules-regulations), there are seven steps 
that need to be followed to become an inspected meat processing plant—commonly referred to 
as “obtaining a grant of inspection”.  The seven steps include having the following approved 
components: water source; sewer system; labels and/or brands; hazardous analysis and critical 
control point (HACCP) plan; and sanitation standard operating procedures (SSOPs).   

The MCMP needs to be built and operated such that it meets regulatory performance standards, 
which relate primarily to the following areas (as listed by NMPAN, 
http://www.extension.org/pages/17979/step-3:-facilities-must-meet-regulatory-performance-
standards):   

• Pest management 
• Tested potable water  
• Adequate drainage that prevents backflow and keeps sewage lines distinct from 

wastewater  
• Adequate lighting and ventilation  
• Adequate rest rooms, hand-washing stations, and garbage cans.  
• Walls, floors and ceilings must be “impervious to moisture” and easily cleaned and 

sanitized  
• And the catch-all: Building conditions must “not result in product adulteration or the 

creation of insanitary conditions.”  

Unfortunately, USDA-FSIS does not specify any metrics to ensure adequacy; instead, when the 
MCMP is first inspected, it will either pass or fail.  Therefore, many organizations hire a 
consultant (often a retired USDA-FSIS inspector) when developing their plant construction 
plans.  

Once the MCMP has obtained its grant of inspection, a full-time inspector will be assigned to the 
plant to work (at USDA’s expense) Monday through Friday, from 8AM to 5PM.  The plant must 
provide the inspector with a locking office (at least 100 square feet) with a locker and desk, 
along with laundry service the inspector’s lab coats.  Any overtime must be paid by MCMP.  
Readers are referred to the NMPAN website for an excellent, detailed description of the 
processes for obtaining the USDA-FSIS requirements grant for inspection 
(http://www.extension.org/pages/19712/how-to-apply-for-meat-and-poultry-inspection). 

Mendocino Meat Plant Feasibility Study August, 2013  25 | P a g e  
 

http://www.extension.org/pages/17170/meat-processing-rules-regulations
http://www.extension.org/pages/17979/step-3:-facilities-must-meet-regulatory-performance-standards)
http://www.extension.org/pages/17979/step-3:-facilities-must-meet-regulatory-performance-standards)
http://www.extension.org/pages/19712/how-to-apply-for-meat-and-poultry-inspection


b. State Requirements for Wastewater 
There are numerous state regulations that the MCMP will need to comply with. The State Water 
Quality Control Board’s wastewater requirements appear to be the most challenging for small-
scale meat processing facilities. The North Coast Regional Water Quality Control Board 
(NCRWQCB) regulates the discharge of waste to surface waters as well as to storm drains, 
ground surfaces, and to groundwaters in the North Coast region 
(http://www.waterboards.ca.gov/northcoast/). It is responsible for enforcement of the National 
Pollutant Discharge Elimination System (NPDES), which includes regulating the discharge of 
waste to ground surfaces or groundwater under the Non-Chapter 15 Permitting, Surveillance, and 
Enforcement Program. Industrial operations which discharge wastes directly into municipal, or 
other publicly owned wastewater collection systems, are not required to obtain a NPDES permit 
from the NCRWQCB.  
 
Livestock slaughter and processing generates wastewater from washing carcasses, washing after 
evisceration, processing offal, and cleaning and sanitizing equipment and building surfaces.4 It 
can be divided into five general types: (1) manure-laden from pens and holding areas; (2) 
manure-free, high-grease from slaughter and processing operations; (3) manure-free, low-grease 
from the slaughterhouse; (4) manure-free, low-grease from packaging areas; and (5) clear water 
from cooling systems, steam condenser water, and onsite stormwater runoff.  The slaughter 
function generates the greatest wastewater. 
 
Wastewater is characterized by high loading of solids, floatable matter, manure and other organic 
substances.  Fats and proteins are present in both particulate and dissolved forms. Analyses 
indicate high concentrations of biological oxygen demand (BOD), chemical oxygen demand 
(COD), suspended solids, nitrogen, phosphorous, coliforms, and enteric pathogens. The 
concentrations are highly variable depending on processes and effectiveness of solids separation. 
 
Such municipal systems, including the Ukiah Valley Sanitation District (UVSD), charge 
industrial clients according to the volume of wastewater they generate and the quality of the 
wastewater.  UVSD factors in the amount (milligrams per liter) of total suspended solids (TSS), 
biochemical oxygen demand (BOD) and wastewater (gallons per day) into its sewer hook-up 
charges.  Water usage varies widely among meat plants. The Pacific Institute (2003) reported the 
following use rates per head by species: cattle-300 gallons; hogs—60 gallons; and sheep—40 
gallons. These rates were used to estimate the MCMP’s projected daily water use of 1200 
gallons. 
 
Based on this estimated daily water use of 1,200 gallons and the values of 150 for BOD and 58 
for TSS reported on NMPAM by a new small plant in Washington, the UVSD’s hook-up charge 

4 Most of this discussion on wastewater is adapted from a report by Kennedy/Jenks Consultants. 2010. “Energy Use 
in Wastewater Treatment in the Food and Beverage Industry.” 
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would be $51,950.  A BOD level of 2,500 was also reported for another operation by NMPAN; 
this level would raise UVSD’s hook-up charge to $275,000, assuming the other values remain 
unchanged. Clearly, UVSD’s hook-up charge (as well as its sewer rates) provides significant 
financial incentive to pre-treat MCMP’s wastewater before discharging it into the sewer system.  
 
Wastewater treatment requires a series of primary and secondary steps. Primary treatment for 
grease removal is typically accomplished using a baffled tank of dissolved air floatation (DAF). 
Chemicals are often added to improve treatment efficiency. Alternatively, some plants rely on a 
series of screening and sedimentation steps. 
 
Secondary treatment to reduce BOD is accomplished biologically using systems that may include 
lagoons, activated sludge, oxidation ditches, sequencing batch reactors, or anaerobic digesters. 
Covered, low-rate anaerobic lagoons are often used in series with aerobic lagoons to maximize 
BOD removal. However, NMPAN noted recently that “we have not yet found an anaerobic 
digester system that is cost-effective for a small processing facility.  The systems are expensive 
and meat processing waste isn’t a very good substrate for anaerobic digesters” 
(http://www.extension.org/pages/68216/wastewater-treatment-for-meat-processors). Aerobic 
treatment options include activated sludge systems, biological filters, waste stabilization ponds 
and aerated lagoons. While these systems are proven to be effective for meat processing 
wastewater, most require aerators which are energy intensive and costly to operate. 
 
The State Water Quality Control Board’s Central Region provides a waiver from wastewater 
discharge requirements for small food processors, except meat processors, that annually land-
apply either less than 100,000 gallons of process wastewater, or the residual solids generated 
from processing that results in annual generation of less than 100,000 gallons of wastewater 
(Order No. R5-2009-0097--http://www.waterboards.ca.gov/centralvalley/board_decisions/ 
adopted_orders/waivers/r5-2009-0097.pdf). Clearly, the State Water Quality Control Board 
considers livestock processors (as well as confined animal feeding operations) to have highly 
contaminated wastewater.  Based on the SWQCB’s 2011-12 fee schedule for waste discharge 
requirements, the MCMP could pay an annual fee ranging from $45,830 to $72,565 if it 
discharged its wastewater on land. 
 
It will benefit the MCMP greatly to design the plant to minimize both its water usage, and the 
amount of blood, solids and grease it disposes in its wastewater. Preliminary discussions with a 
wastewater engineer and a supplier of wastewater treatment systems (Chuck Ross with 
Environmental Treatment Systems based in Acworth, Georgia) indicated that a system would 
cost approximately $77,000 in parts and $45,000 in installation costs.  The equipment costs 
would include the necessary tanks, pumps, pipes, control panel, and design and start-up services. 
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Wastewater treatment is clearly a complex issue, and an engineering consultant experienced with 
California’s wastewater standards should be retained soon to ensure that water usage is 
minimized and to design a cost-effective pre-treatment system to maximize the quality of the 
discharged wastewater. It will also require the plant manager to develop and enforce water use 
policies to ensure that employees, particularly the cleaning staff, are very conscientious when 
using water. 
 

c. Plant Options 
 
The financial feasibility of the MCMP was assessed for three different plant options.  These 
options were developed after extensive discussion with local ranchers, community leaders, and 
individuals outside of the area who are engaged with meat processing, as well as an extensive 
review of applied research publications and case studies related to small-scale meat processing. 
The organizers of NMPAN have a vast array of resource materials on the website, and provided 
invaluable support for this project.  
 
Regulatory requirements were factored into the development of the different plant options. The 
three MCMP options discussed below are: A—modular processing-only facility; B—modular 
slaughter and processing facilities located at different sites; and C—a fixed-in-place meat 
plant providing both livestock slaughter and processing services.  The upfront costs are 
summarized in Table 5-1 and discussed in the next section. 
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Table 5-1  Upfront Project Costs 
 OPTION A OPTION B OPTION C 
Wastewater Treatment   $25,000    $137,000   $147,000 
   Engineering consultant $10,000  $15,000  $25,000  
   Pretreatment equipment $15,000    $122,000   $122,000   
   
Site development   $34,500   $60,500   $288,000 
  Lot grading $5,000  $10,000  $50,000  
  Access road (1,000 ft X 12    
ft, 6" base, 4" asphalt) $0  $0  $100,000  
  Paved area (parking, 
walkways) $15,000  $15,000  $58,000  
  Concrete pads for modular 
livestock units $10,000  $20,000  $0  

  Livestock pens $0  $5,000  $5,000  
  Storage shed $1,500  $2,500  $0  
  Access to utilities       
      Electrical connection $1,000  $2,000  $25,000  
      Sewer connection $1,000  $1,000  $30,000  
      Water connection $1,000   $5,000    $20,000   
  
City/county permits and fees   $19,000   $51,000   $43,000 
  Zoning/Use Permits $10,000  $20,000  $20,000  
  Ukiah Valley Sanitation 
District hook-up fee $9,000  $31,000  $23,000   
   
TOTAL UPFRONT COSTS  $78,500   $248,500   $478,000 
         
 KEY CHARACTERISTICS 
 office trailer  office trailer  metal building 

 
processing 

module  slaughter module  3 acre minimum 

 
1 refrigeration 

container processing module  1,000 X 12 ft access 
 5,000 sq ft asphalt  2 reefer containers    road   
 paving, 4"  5,000 sq ft asphalt  12,000 sq ft asphalt 

 
industrial park in 

city  paving, 4"   paving, 4" 

    
industrial park in 

city  Utility hook-ups 
    ranch site in county    ~500 ft away 

       
industrial park in 

city 
       2 reefer containers 
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a. Option A: Modular Processing-Only Facility 
Option A was intended to be a low-cost means of entering the meat processing industry and 
testing ranchers’ use of the facility. It is based on the processing facility owned and operated by 
the Taos County Economic Development Corporation, known as the “Mobile Mantanza.5”  
EDFC’s Kathryn Quanbeck obtained quotes for both a “small” and “large” modular unit. The 
“large” unit (Figure 5A) was determined to be the more appropriate. This $245,000 unit (the 
quote is Attachment 5A) has 519 square feet of enclosed and cooled space held at 35oF for 
processing, along with 220 square feet of cold storage, also with a 35oF holding temperature. The 
quoted price for the Polar King Cut & Wrap module includes the unit’s delivery from Ft. Wayne, 
Indiana to Ukiah. 
 
The MCMP Option A will be located at an unspecified site (presumably an industrial park) 
where there is access to municipal sewer and water, and electricity services. The unit will hold 
pre-cooled carcasses delivered to the MCMP.  Boxed meat can also be stored in this unit, as well 

as half- and quarter-carcasses ready to be delivered to wholesale customers. There is a 
condensing unit inside each space; this is important for keeping the walls as dry as possible to 
protect food safety.  A 40-foot refrigerated container will be used to provide extended hang time 
for carcasses delivered by ranchers. 

5 http://www.tcedc.org/mantanzaProgram.html 

Figure 5A Polar King Cut & Wrap Modular – Large Unit 
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The following modular units, equipment and machinery, and upfront costs are included in Option 
A: 

PolarKing Cut & Wrap module $245,000  
Wastewater pre-treatment equipment $15,000 
High cube refrigeration container (8’ X 40’ X  9.5’, used) $20,000 
Modular office (12 X 48, used) $30,000 
Ford F-150 pick-up truck (used) $15,000 
Refrigerated box truck for deliveries (used) $30,000 
1 forklift  (used) $10,000 
Miscellaneous office furniture & equipment $2,000 
Storage shed $1,500 
Site prep, permits, utility hook-ups, engineering consultant $62,000 
     TOTAL COST FOR OPTION A $430,500 

 
The $15,000 cost estimate for the wastewater pre-treatment equipment is based on the fact that 
most of the water used in meat plants is related to slaughter, rather than processing activities. It is 
assumed that daily water use during meat processing activities will be 200 gallons per work day). 
The refrigeration container would be used to provide extended hang time for delivered beef 
carcasses. The 12 X 48 foot modular office (Figure 5B) is large enough to include an office for 
the USDA inspector and another one for the plant manager, along with a restroom with a shower, 
and space for the office assistant, and a small employee break area. The refrigerated box truck is 
necessary for making deliveries to the ranchers’ customers in the North and East Bays. 
 
The $62,000 cost estimate for site preparation, building permits, electricity, sewer and water 
hook-ups and engineering consulting is only a guess. These upfront costs are detailed for all 
three options in Table 5.1. The only calculated estimate we have is $9,000 for hook-up with the 
city of Ukiah’s sewer system; the actual fee is determined by the level of contamination in the 
wastewater and volume of water discharged into the City of Ukiah’s sewer system. 
 
This plant costs $430,500, without any ‘extras’. It does not include any freezer storage space, 
which could be provided with used cargo containers costing approximately $15,000 each. Knives 
and various small cutting room tools are assumed to be covered in the MCMP’s operating budget 
for Year 1. 
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Figure 5B Williams Scotsman Mobile Office Floor Plan 

 

b. Option B: Modular Slaughter and Processing Facilities Located at Different 
Sites 

 
Option B is an enhanced version of Option A. It includes the modular processing unit along with 
a modular slaughter facility located at a ranch. The quote for the 360 square foot slaughter unit 
was obtained through Bruce Dunlop (Attachment 5B), who designed the first mobile slaughter 
unit in the Western U.S.  Option B includes: 

PolarKing Cut & Wrap module $245,000 
Modular slaughter unit $195,000 
Wastewater pretreatment equipment $82,000 
Modular office (12’ X 48’, used) $30,000 
2 refrigerated cargo containers, used $40,000 
Site prep, permits, utility hook-ups, engineering consultant $124,000 
Refrigerated box truck for deliveries (used) $30,000 
Box truck with rails, used $35,000 
Pick-up truck $15,000 
2 Forklifts, used $20,000 
Miscellaneous office furniture & equipment, used $2,000 
2 storage sheds $3,000 
   TOTAL COST FOR OPTION B $821,000 
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Both modular units will be placed on concrete pads. As noted in NMPAN’s case study of the 
Central Coast mobile processing unit, each slaughter site spent approximately “…$5,000 for 
infrastructure, including a covered concrete slab, an ante-mortem inspection pen with shade for 
waiting animals, a suspect pen, a slip-proof alley way that leads to a welded metal stun box 
where the animal is held still during slaughter, and a door off that box for the animal to fall out 
afterward, onto the slab.”  Because there are separate sites involved in Option B for slaughter and 
processing, some duplication is needed (forklift, storage shed, lot grading, building permits, 
water hook-ups. The box truck will be outfitted with a pre-chilling unit. It will be used to cool 
and transport the carcasses from the modular slaughter unit—located on a ranch in a somewhat 
obscured area--to the modular processing unit (illustrated in Figure 5C). 
 

 
Figure 5C Two Site Modular Meat Processing Illustration of Flow From Slaughter Unit to Cut & Wrap Unit (courtesy of 
Kathryn Quanbeck) 

 
We do not expect the Regional Water Quality Control Board to allow wastewater at the slaughter 
site to be spread over the slaughter site. Instead, one of the box trucks will haul the tanks of 
wastewater from the slaughter site to the processing facility, where it will be pre-treated before 
being dumped into the sewer system. There are two refrigerated cargo containers in Option B; 
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one is used for aging carcasses, and the other to store frozen cuts.  The frozen meats can be 
picked up or delivered. The total cost for this combined facility is $821,000. 
 

c. Option C: Fixed-in-place Meat Plant Where Both Livestock Slaughter and 
Processing Activities Occur 

 
Option C is a 40 X 60 steel building that houses both the slaughter and processing activities. 
Unlike Options A and B, Option C includes purchased land. For purposes of this analysis, land 
costs totaling $483,516 based on the cost of the small parcel in the Hop Kiln Business Park off 
Ford Road (3.7 acres, priced at $3 per square foot/$130,680 per acre).6 The land is zoned 
“general industrial” (I-2) and has electric and water utility hook-ups; however, this site is not 
currently included in the Ukiah Valley Sanitation District. Alternatively, the MCMP could be 
located on property owned by the City or another public entity, with a long-term lease (20 years 
or longer) to ensure that the site improvement costs will be recouped. There have been such 
public/private partnerships involving meat processing facilities in other states, as discussed 
previously on pages 15 through 17 of this report regarding the Island Grown and Puget Sound 
cooperatives. Additionally, the Central Coast Ag Co-op received earmarked Congressional 
funding to build a mobile slaughter unit and the state of New Mexico funded the bulk of the Taos 
County mobile slaughter unit, which is now operated along with a stationary processing unit by 
the Taos County Economic Development Corporation (NMPAN website). 
 

3.7 acre parcel in an industrial park, zoned I-2 $483,516 
Steel building w/insulated doors and roof & wall insulation—
delivered to Ukiah 

$150,000 

Freezer, Chill Cooler, Aging Cooler, Slaughter & Cutting area 
cooling system 

$75,000 

2 refrigerated cargo containers, used $40,000 
Interior holding pens $15,000 
2 Ford F-150 trucks (used) $30,000 
Rail system (used) $31,000 
Refrigerated Box truck for deliveries (used) $30,000 
1 forklift (used) $10,000 
Misc. office furniture & equipment (used) $3,000 
Slaughter fixtures & equipment (used) $30,000 
Processing fixtures & equipment (used) $50,000 
Wastewater pre-treatment equipment $122,000 
Site prep, permits, utility hook-ups, engineering consultant $356,000 
   TOTAL COST FOR OPTION C $1,425,516 

 

6 Suitable acreage may be considerably less expensive in Lake County. 
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The design and cost of the facility are based primarily on the Iowa State University publication, 
Guide to Designing a Small Meat Plant (Thiboumery, 2009). The base price of the delivered 
building shell with 4 insulated doors and 6” of insulation in the roof and walls is $23,335 from 
Empire Steel Building (Attachment 5C); the remaining cost of $126,665 is for erecting the 
structure, pouring the concrete flooring, and improvements to the building, including electric 
wiring and fixtures, carpeting and linoleum, interior walls, a restroom, and small kitchen area. 
 
There is $356,000 budgeted for site preparation, permits, hook-ups and engineering consulting 
for this building, as well as $122,000 to purchase and install the wastewater pre-treatment 
equipment. The total cost budgeted for the building is $1,425,516. 
 
 

d. Site selection criteria 
 
Several important criteria to be used when selecting a site for the MCMP are discussed below. 

• Access to municipal sewer utilities.  
Mechanical pretreatment of the plant’s wastewater followed by discharge into a 
municipal sewer system will alleviate the need to have a series of wastewater treatment 
tanks or ponds and related management effort. Although fees to hook-up to the municipal 
sewer system can be quite high, their cost will be considerably less than the costs accrued 
over time to operate an onsite wastewater management system. Limited monitoring of the 
pretreatment equipment will be required. 
 

• Access to municipal electric and water utilities. 
If these utilities are not close by, considerable cost can be incurred to extend lines to the 
site (such as for Option C).  Potable water is required for washing down the carcasses and 
to clean the machinery, equipment, tools and work surfaces. Option B is expected to 
require transport of potable water from the processing plant to the ranch slaughter site. 
 

• Proximity to a major transportation route. 
If located in Ukiah, MCMP will be within two miles of Highway 101.  The majority of 
the participating ranchers will be within a 1-hour drive of the MCMP, and will travel on 
Highway 101 to get to the plant. Those in the Covelo area will need to drive 1.5 hours to 
get to the plant. Lake County ranchers will have to travel on Highway 20 and Highway 
101 to access the plant. The specific site must be easily accessible to trucks bringing in 
livestock and loading out finished products. Highway 101 is also the primary route for 
traveling to the participating ranchers’ customers in North and East Bay areas. 
Nevertheless, it is advisable to have fencing and/or trees or bushes to screen the plant and 
livestock pens from direct public view. 
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• Community acceptance of project site. 
When the considerably larger meat plan in Ukiah was proposed in 2007, there was vocal 
opposition expressed, primarily by animal rights activists.  There appears to be strong 
acceptance within the agricultural community of MCMP. Both the Ukiah City Council 
and the Mendocino County Board of Supervisors have expressed considerable interest in 
the current plant. 
 

• Labor force availability.  
There are six custom-exempt facilities operating in Mendocino and Lakes Counties, 
which could be a likely source of labor. Finding experienced meat processing 
management will be critical to the success of the MCMP. 
 

• Land site suitability.  
This criterion relates to appropriate zoning. Also, the facility should have minimal impact 
on the local community—visually and environmentally. The City of  Ukiah permits 
“industrial, manufacturing, or storage uses which may be objectionable by reason of 
production of smoke, dust, noise, radioactivity, vibration, bright light or other causes” on 
sites with Manufacturing (M) zoning, subject to first securing a use permit.  
In the County of Mendocino, the MCMP would fit into the “Packing and processing-
general” activity category.  This activity requires a minor use permit on sites zoned 
General Industrial District (I-2) and a Zone (A-G major use permit in the Rural-
Community District (R-C).  It is a permitted use in the Agricultural zone, but such sites 
must be at least 40 acres, which is considerably larger than the three acres needed for this 
plant. 
 

• Ranch site requirements. 
Ideally, this site for the modular slaughter unit has potable water and paved roadway to 
the site that is in good repair. The site should also have holding pen(s) that meet the 
Certified Humane criteria (see Attachment 5D, Ranch Site Facility Requirements 
developed for members of the Central Coast cooperative). The site should have a 
concrete pad with proper drainage to prevent surrounding areas from becoming soggy. 
 

It is expected that all three options would be sited close to central Ukiah.  Option A, the solo 
modular processing facility, is intended to be located in an industrial park with existing access to 
municipal sewer and water facilities. The modular processing facility portion of Option B would 
presumably be at the same site; the slaughter unit would be at a ranch site in Mendocino County. 
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6. Financial Analysis 
 
This section includes the financial analysis of the three MCMP options, along with a slower 
growth version of Option C. The assumptions and capital investment requirements are first 
described for each option, followed by an analysis of the results for the scenarios for each option. 
The analysis includes 10 years of projections.  It is based on a spreadsheet adapted from one 
developed by Holcomb, Flynn and Kenkel (2012) at Oklahoma State University. 

a. Assumptions 
 
For Options B and C (base), it is assumed that the facility reaches its full production capacity in 
year 5, but its product flow continues to shift toward the winter months through year 7, when it 
reaches a steady state of work flow (Table 6-1). For Option A, the base case assumes that the 
facility reaches its full production capacity in year 8. This slower growth is modeled as the base 
case for Option A because only five of the 19 ranchers surveyed indicated that they would 
consider utilizing the processing-only plant; they represent one-third of the total slaughtered 
livestock reported by the ranchers for 2012. Thus, reaching the plant’s capacity would be 
considerably slower for Option A than for Options B or C. For sensitivity analysis, a slower 
growth model for Option C was also developed; it reaches full capacity in year 7. 
 

Table 6-1   Plant Utilization Rates by Year and Option 

  
Year 

1 
Year 

2 
Year 

3 
Year 

4 
Year 

5 
Year 

6 
Year 

7 
Year 

8 
Year 

9 
Year 

10 
Option A 25% 30% 35% 45% 55% 70% 85% 100% 100% 100% 
Option B 30% 50% 70% 85% 100% 100% 100% 100% 100% 100% 
Option C-base 30% 50% 70% 85% 100% 100% 100% 100% 100% 100% 
Option C-slower 25% 40% 55% 70% 80% 90% 100% 100% 100% 100% 

 
For each option, it is assumed that, when operating at full capacity, the MCMP will be operating 
50 weeks a year (reflecting ten days of closure for holidays) and process 30 animal equivalents 
weekly. Annual volumes, weight, slaughter fee, basic processing fee, total revenue, and 
packaging materials cost per head are displayed in Table 6-2.  The slaughter and processing fees 
are similar to those charged currently by other USDA-inspected facilities in Northern California. 
Due to the design limitations of the spreadsheet, lambs and goats are combined and listed as 
lambs; this should not be problematic since the local ranchers surveyed recently reported 
slaughtering less than 100 goats during 2012. The dollar values reported in Table 6-2 are not 
adjusted for inflation; however, dollar values reported later in the cash flow projections for 
project years 1 through 5 and the projected returns over the 10-year planning period reflect an 
annual inflation rate of one percent. 
 
The loan term is assumed to be 10 years, reflecting the fact that the facilities utilized in Option A 
and Option B are modular, rather than site-built. The following interest rates were assumed: 
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 Option A & B 7 percent for building and equipment 
 Option C  6 percent for land, building and equipment 
 All Options  5 percent for Cash Reserve 
 
The long-term loan rate in Option C is a blended rate; the loan is split; 50 percent of the 
financing is from a local bank at 7 percent and 30 percent is from the SBA at 5.5 percent.  The 
MCMP’s owners must provide 20% as equity financing; they will also need to provide six 
months of working capital for the start-up business.  It is assumed that Options A and B do not 
qualify for Section 504 financing; instead, 60% of the buildings and equipment-related costs will 
be financed through a commercial loan. All of the options also include Cash Reserve financing; 
this is interest-only financing provided by social impact investors to cover the MCMP’s negative 
cash flows.   
 
Option A, in which the MCMP is only providing processing services, has four employees: a full-
time plant manager/butcher; packaging/cutting person (starts as 0.5 Full Time Equivalent--FTE 
and eventually becomes full-time; driver/cleaner (starts as 0.5 FTE and becomes full-time); and 
an administrative assistant who starts as 0.5 FTE and becomes full-time. Benefits for employees 
employed at least 0.5 FTE are estimated at 35% of their wages; they include the payroll tax, 
retirement contribution and medical insurance.  
 
In Option B, the MCMP provides slaughter and processing services at separate locations. It has 
six employees: a full-time plant manager/butcher; a butcher who starts at 0.5 FTE and increases 
to full-time; a full-time packaging/cutting person; a full-time driver/cleaner who becomes a full-
time driver when a .75 FTE cleaner is hired in year 3; and a half-time administrative assistant 
who becomes full-time by year 3. 
  
In Option C, the MCMP provides slaughter and processing services at one facility. It has five 
employees: a full-time plant manager/butcher; a butcher who starts at 0.5 FTE and increases to 
full-time; a full-time packaging/cutting person; a driver/cleaner who starts as .75 FTE and 
becomes full-time; and an administrative assistant who starts as .5 FTE and becomes full-time. 
  
Sewer services are assumed to be provided by the Ukiah Valley Sanitation District. Water and 
electricity services are assumed to be provided by the City of Ukiah. The electricity charges in 
the expense projections reflect the fact that rates are 33% higher during the “summer” months 
(May through October) than the “winter” months (November through April) whenever a 
customer’s usage exceeds 144,000 kilowatt hours during a twelve-month period. Annual 
electricity usage and costs (in parentheses) reach the following at maximum capacity of each 
option: A—180,000 KWH ($27,106); B—380,000 KWH ($55,900); and C—345,000 KWH 
($50,900). 
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Salary and benefits are the MCMP’s highest cost category, followed by loan payments for 
Option C.  For Options A and B, the next highest cost categories are insurance, electricity and 
transportation (in declining order). The workers compensation insurance rate for butchers and 
meat cutters is $19.92 per $100 of salary. The annual premium for general liability insurance 
($1,000,000 per occurrence/$2,000,000 aggregate limit) for a slaughter and livestock facility is 
approximately $44,000. 
 
The MCMP pays no income taxes as a business; instead, its net earnings are treated as taxable 
income for its owners, proportionate to each owner’s share of the business. The IRS allows this 
flow-through tax treatment for businesses structured as agricultural cooperatives, LLCs, B-
corporations and S-corporations. 
 

Table 6-2 Operating/Production Assumptions 
Operating Assumptions 
Target Plant Capacity (weekly)                   30 
Weeks per Year of Operation                      50 
Total Target Annual Capacity                  1500 (equivalent animal units)  
     
Species #1 Cattle  Species #2 Hogs 
Percent of Annual Slaughter 
Capacity 64%  

Percent of Annual Slaughter 
Capacity 17% 

Annual Volume (no. of head) 960   Annual Volume (no. of head) 510  
Hanging (hot carcass) Weight per 
Head 700   

Hanging (hot carcass) Weight per 
Head 210  

Base Slaughter Fee per Head $105.00  Base Slaughter Fee per Head $60.00 
Boning/Cutting/Pkg. Charge per 
Pound $0.85  

Boning/Cutting/Pkg. Charge per 
Pound $0.70 

Total Revenue per Head $700.00  Total Revenue per Head $207.00 
Packaging Materials per Head $25.00  Packaging Materials per Head $7.50 
        
Species #3 Lambs  Species #4 Bison 
Percent of Annual Slaughter 
Capacity 15%  

Percent of Annual Slaughter 
Capacity 4% 

Annual Volume (no. of head) 675   Annual Volume (no. of head) 60  
Hanging (hot carcass) Weight per 
Head 50   

Hanging (hot carcass) Weight per 
Head 800  

Base Slaughter Fee per Head $35.00  Base Slaughter Fee per Head $100.00 
Boning/Cutting/Pkg. Charge per 
Pound $0.95  

Boning/Cutting/Pkg. Charge per 
Pound $0.95 

Total Revenue per Head $82.50  Total Revenue per Head $860.00 
Packaging Materials per Head $6.50  Packaging Materials per Head $30.00 
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b. Financial performance 
 
The MCMP’s financial performance is summarized in Table 6-3. Option A’s gross revenues rise 
from $180,958 in the first year (at 25% plant utilization) to $624,713 in year 10 (with a 1% 
annual inflation rate at the maximum. Gross revenues for Options B and C rise from $265,457 in 
the first year (at 30% plant utilization to $967,756 in year 10. 
  
As intended, Option A requires the least investment capital ($172,000 for the equity share for the 
building and equipment and $470,000 for cash reserves). Due to the significant land cost, Option 
C requires the most investment overall and also the most capital ($285,103 for the equity share 
for the land, building and equipment and $450,000 for cash reserves for the core scenario). 
Option B requires the $328,400 for the equity share for the building and equipment and $380,000 
for cash reserves. 
 
All three options are financially viable. Option B has the highest internal rate of return over the 
ten year time horizon included in this analysis (11.1%).  Option C has the second highest internal 
rate of return (6.6%). The payback period rate is six years for both Options B and C, and eight 
years for Option A.   
 
Limited sensitivity analysis was done by slowing down the growth rate in capacity usage in 
Option C, such that it reached full plant utilization in Year 7 (rather than Year 5).  This extended 
the payback period to beyond the ten year scope of this analysis, and reduced the internal rate of 
return significantly from 6.6 percent to 1.8 percent. 
 
With long term projections, there is always uncertainty related to demand.  However, the major 
difference between MCMP and various other processing facilities being considered in California 
is that most of the ranchers who expressed interest in utilizing the MCMP’s services already 
have developed markets for their meats; they will primarily be shifting their slaughter and/or 
processing from one or more existing facilities to the MCMP. Thus, if the MCMP can provide 
reliable, high quality service, it is quite likely that these ranchers will shift relatively quickly to 
the MCMP as their slaughter and/or processing service provider. The challenge will be for the 
MCMP to quickly convince local ranchers that it provides reliable, high quality service. 
Ranchers could be reluctant to shift to the MCMP for fear of alienating their current processor 
and “losing their place in line”, particularly since most facilities in Northern California currently 
do not have much unused capacity. 
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Table 6-3  Summary of Financial Performance by Plant Option 
  OPTION A OPTION B OPTION C 
Plant capital investment $430,500 $821,000 $1,425,516 
    

Debt financing 
$258,300 

(60%) 
$492,600 

(60%) 
$1,140,413 

(80%) 
Equity invested $642,200  $708,400  $735,103  
     Plant & equipment $172,200 $328,400 $285,103 
     Cash reserves $470,000 $380,000 $450,000 

 
  
 OPTION A OPTION B OPTION C 
Gross revenue in year 5 $414,273 $920,786 $920,786 
Breakeven point year 6 year 3 year 3 
Payback period 8 years 6 years 6 years 
Internal rate of return 3.9% 11.1% 6.6% 
Net present value (10% discount 
rate) -$382,243 $82,739 -$354,984 
Net present value (5% discount rate) -86,473 $547,045 $199,772 
Cash reserves payoff Year 8 Year 5 Year 5 

 

c. Concluding Thoughts 
 
The differences in financial results across the options for the MCMP are clearly visible in 
Figures 6A, 6B and 6C. Although Option B has somewhat higher operating costs than Option C, 
the fact that there are large loan payments for the land purchase in Option C generates a higher 
internal rate of return for Option B. Additionally, the amount of capital needed to be raised from 
investors (including cash reserves) is slightly more ($27,000) for Option C than for Option B.  
However, the ease of managing a business located at one site rather than split on two sites is also 
a consideration. 
 
There are numerous unknowns currently—particularly wastewater pretreatment costs--that could 
significantly change the results of this financial analysis. Having an engineering consultant 
review some potential sites and provide information regarding wastewater pre-treatment 
equipment and the hook-up fees for related utilities would be a logical next step for moving 
ahead with the MCMP project. 
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Figure 6A Option A Operations Summary 

 
 

Figure 6B Option B Operations Summary 
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OPTION C   w/wasterwater pretreatment 8/2/2013

OPERATING/PRODUCTION ASSUMPTIONS-NOT INFLATION ADJUSTED

Operating Assumptions (volume 

projections in Market Projections)

Target Plant Slaughter Capacity (weekly) 30

Weeks per Year of Operation 50

Total Target Annual Slaughter Capacity 1500

   year 1 year 2 year 3 year 4 year 5 year 6 year 7 year 8 year 9 year 10
Species #1 Cattle Species #2 Hogs General Operations Expenses

Percent of Annual Slaughter Capacity 64% Percent of Annual Slaughter Capacity 17% Electricity/month $2,685 $3,117 $3,549 $3,906 $4,243 $4,243 $4,243 $4,243 $4,243 $4,243

Annual Volume (no. of head) 960 Annual Volume (no. of head) 510 Rent/month $1 $1 $1 $1 $1 $1 $1 $1 $1 $1

Hanging (hot carcass) Weight per Head 700 Hanging (hot carcass) Weight per Head 210 Water/month $229 $238 $248 $258 $267 $267 $267 $267 $267 $267

Base Slaughter Fee per Head $105.00 Base Slaughter Fee per Head $60.00 Sewer/month $377 $441 $506 $603 $700 $700 $700 $700 $700 $700

Boning/Cutting/Pkg. Charge per Pound $0.85 Boning/Cutting/Pkg. Charge per Pound $0.70 Phone and Internet/month $150 $150 $150 $150 $150 $150 $150 $150 $150 $150

Pounds of Further Processed per Head 0 Pounds of Further Processed per Head 86 Inedible Expense (renderer pick-ups) $600 $600 $600 $600 $600 $600 $600 $600 $600 $600

Further Processing Cost per Pound $0.00 Further Processing Cost per Pound $0.00 Microbial Testing/month $150 $150 $150 $150 $150 $150 $150 $150 $150 $150

Total Revenue per Head $700.00 Total Revenue per Head $207.00 Solid Waste Management/month $67 $67 $67 $67 $67 $67 $67 $67 $67 $67

Packaging Materials per Head $25.00 Packaging Materials per Head $12.50 Transportation - Fuel, repairs, tolls $1,322 $1,322 $1,982 $1,982 $1,982 $1,982 $1,982 $1,982 $1,982 $1,982

Total Monthly Operating Expenses $5,581 $6,087 $7,253 $7,717 $8,160 $8,160 $8,160 $8,160 $8,160 $8,160

Species #3 Lambs Species #4 Bison Utilization (% of capacity) 30% 50% 70% 85% 100% 100% 100% 100% 100% 100%

Percent of Annual Slaughter Capacity 15% Percent of Annual Slaughter Capacity 4%

Annual Volume (no. of head) 675 Annual Volume (no. of head) 60

Hanging (hot carcass) Weight per Head 50 Hanging (hot carcass) Weight per Head 800 Tax Information Rates

Base Slaughter Fee per Head $35.00 Base Slaughter Fee per Head $100.00 Property Tax as % of Prop and Plant 1.13%

Boning/Cutting/Pkg. Charge per Pound $0.95 Boning/Cutting/Pkg. Charge per Pound $0.95 Income Tax Rate NA

Pounds of Further Processed per Head 0 Pounds of Further Processed per Head 0

Further Processing Cost per Pound $0.00 Further Processing Cost per Pound $0.00 Initial Cash Reserve

Total Revenue per Head $82.50 Total Revenue per Head $860.00 Amount $450,000

Packaging Materials per Head $6.50 Packaging Materials per Head $30.00 Short Term Interest Rate 5.00%

Other Sales/Revenue Ret Sales Other

Annual Volume (lbs, head, other units) 0 Selling Price Inflation Rate 1.00%

Revenue per Unit $0.00 Expense Inflation Rate 1.00%

Year-to-Year Capacity Increase 0% Maintenance as % of Plant & Equip 3.00%

Cost of Goods Sold $0.00 Discount rate for NPV calculation 10.00%

`

$/Month
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OPTION C

MARKET PROJECTION-INFLATION ADJUSTED

Skip to:

Operating/Production Assumptions

Operations Summary (Profit/Loss, Cash Flow)

Return on Investment 7/9/2013

Gross Sales Projection

Capcity Utilization 30% 50% 70% 85% 100% 100% 100% 100% 100% 100%

Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7 Year 8 Year 9 Year 10

Cattle

Total Volume 288 480 672 816 960 960 960 960 960 960

Revenue/Unit $700 $707 $714 $721 $728 $736 $743 $750 $758 $766

Gross Sales $201,600 $339,360 $479,855 $588,508 $699,286 $706,279 $713,342 $720,475 $727,680 $734,957

Hogs

Total Volume 153 255 357 434 510 510 510 510 510 510

Revenue/Unit $207 $209 $211 $213 $215 $218 $220 $222 $224 $226

Gross Sales $31,671 $53,313 $75,384 $92,454 $109,857 $110,955 $112,065 $113,185 $114,317 $115,460

Lambs

Total Volume 203 338 473 574 675 675 675 675 675 675

Revenue/Unit $83 $83 $84 $85 $86 $87 $88 $88 $89 $90

Gross Sales $16,706 $28,122 $39,765 $48,769 $57,949 $58,528 $59,113 $59,705 $60,302 $60,905

Bison

Total Volume 18 30 42 51 60 60 60 60 60 60

Revenue/Unit $860 $869 $877 $886 $895 $904 $913 $922 $931 $941

Gross Sales $15,480 $26,058 $36,846 $45,189 $53,695 $54,232 $54,774 $55,322 $55,875 $56,434

Total Volume 662 1,103 1,544 1,874 2,205 2,205 2,205 2,205 2,205 2,205

Revenue/Unit

Gross Sales

TOTAL GROSS SALES $265,457 $446,853 $631,850 $774,919 $920,786 $929,994 $939,294 $948,687 $958,174 $967,756

Production Expense

Cattle

COGS/Unit $25.00 $25.25 $25.50 $25.76 $26.02 $26.28 $26.54 $26.80 $27.07 $27.34

COGS $7,200.00 $12,120.00 $17,137.68 $21,018.14 $24,974.50 $25,224.24 $25,476.48 $25,731.25 $25,988.56 $26,248.45

Hogs

COGS/Unit $12.50 $12.63 $12.75 $12.88 $13.01 $13.14 $13.27 $13.40 $13.54 $13.67

COGS $1,912.50 $3,219.38 $4,552.20 $5,582.94 $6,633.85 $6,700.19 $6,767.19 $6,834.86 $6,903.21 $6,972.24

Lambs

COGS/Unit $6.50 $6.57 $6.63 $6.70 $6.76 $6.83 $6.90 $6.97 $7.04 $7.11

COGS $1,316.25 $2,215.69 $3,132.98 $3,842.38 $4,565.65 $4,611.31 $4,657.42 $4,703.99 $4,751.03 $4,798.54

Bison

COGS/Unit $30.00 $30.30 $30.60 $30.91 $31.22 $31.53 $31.85 $32.16 $32.49 $32.81

COGS $540.00 $909.00 $1,285.33 $1,576.36 $1,873.09 $1,891.82 $1,910.74 $1,929.84 $1,949.14 $1,968.63

COGS/Unit $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00

COGS $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00 $0.00

TOTAL COGS $10,969 $18,464 $26,108 $32,020 $38,047 $38,428 $38,812 $39,200 $39,592 $39,988
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OPTION C 8/4/2013

PERSONNEL EXPENSES-NOT INFLATION ADJUSTED

Go to other input areas: Or skip to financial results:

Operating/Production Assumptions Operations Summary (Profit/Loss, Cash Flow)

Plant, Property, & Equipment (PP&E) Return on Investment

Expense Projection

This sheet allows you to input salaries and overtime assumptions for various positions.

Benefit calculations are based on the percentage you entered on the "Input" sheet.

Payroll Information

% of Payroll Tax to Salaries 8.00%

% of Retirement Tax to Salaries 6.00%

% of Employee INS Tax to Salaries21.00%

Benefits as % of Salaries 35.00%

Wage Inflation 1.00%

Occupation Beg Salary No. of PersonsYEAR 1 YEAR 2 YEAR 3 YEAR 4 YEAR 5 YEAR 6 YEAR 7 YEAR 8 YEAR 9 YEAR 10

Plant Manager/Butcher $60,000 1 $60,000 $60,000 $65,000 $65,000 $70,000 $70,000 $70,000 $70,000 $70,000 $70,000

Butcher $35,000 1 $17,500 $17,500 $27,000 $35,000 $38,000 $38,000 $38,000 $38,000 $38,000 $38,000

Packaging/Cutting $24,960 1 $24,960 $24,960 $26,000 $26,000 $28,000 $28,000 $28,000 $28,000 $28,000 $28,000

Driver/Cleaner $24,120 1 $18,090 $18,090 $25,000 $25,000 $26,500 $26,500 $26,500 $26,500 $26,500 $26,500

Cleaner $22,000 0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0

Admin $30,000 1 $15,000 $22,500 $24,000 $30,000 $32,000 $32,000 $32,000 $32,000 $32,000 $32,000

Total Salary Costs $196,080 $135,550 $143,050 $167,000 $181,000 $194,500 $194,500 $194,500 $194,500 $194,500 $194,500

Plant Manager/Butcher benefits 1 $21,000 $21,000 $22,750 $22,750 $24,500 $24,500 $24,500 $24,500 $24,500 $24,500

Butcher benefits 1 $6,125 $6,125 $9,450 $12,250 $13,300 $13,300 $13,300 $13,300 $13,300 $13,300

Packaging/Cutting benefits 1 $8,736 $8,736 $9,100 $9,100 $9,800 $9,800 $9,800 $9,800 $9,800 $9,800

Driver benefits 1 $6,332 $6,332 $8,750 $8,750 $9,275 $9,275 $9,275 $9,275 $9,275 $9,275

Cleaner benefits 1 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0

Admin benefits 1 $5,250 $7,875 $8,400 $10,500 $11,200 $11,200 $11,200 $11,200 $11,200 $11,200

Total Benefit Costs $47,443 $50,068 $58,450 $63,350 $68,075 $68,075 $68,075 $68,075 $68,075 $68,075

Salary Cost

Benefits Cost
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OPTION C 8/2/2013

UTILITIES-NOT INFLATION ADJUSTED

Capacity utilization 30% 50% 70% 85% 100% 100% 100% 100% 100% 100%

Year 1 2 3 4 5 6 7 8 9 10

Electricity Schedule # E-7 E-7 E-7 E-7 E-7 E-7 E-7 E-7 E-7 E-7

     kwh 207000 241500 276000 310500 345000 345000 345000 345000 345000 345000

       summer 132250 154291 176333 177202 172500 172500 172500 172500 172500 172500

       winter 74727 87182 99636 133298 172500 172500 172500 172500 172500 172500

     annual charges $32,225 $37,408 $42,591 $46,875 $50,917 $50,917 $50,917 $50,917 $50,917 $50,917

       summer $22,606 $26,258 $29,909 $30,053 $29,274 $29,274 $29,274 $29,274 $29,274 $29,274

       winter $9,619 $11,150 $12,682 $16,822 $21,643 $21,643 $21,643 $21,643 $21,643 $21,643

ave monthly $2,685 $3,117 $3,549 $3,906 $4,243 $4,243 $4,243 $4,243 $4,243 $4,243

Total Annual elec $ $32,225 $37,408 $42,591 $46,875 $50,917 $50,917 $50,917 $50,917 $50,917 $50,917

Sewer-monthly 377 441 506 603 700 700 700 700 700 700

Sewer-annual 4521 5297 6073 7237 8401 8401 8401 8401 8401 8401

Water Consumption 2 inch meter

charges-Annual 2744 2860 2976 3091 3207 3207 3207 3207 3207 3207
    summer 1372 1430 1488 1546 1603 1603 1603 1603 1603 1603

    winter 1372 1430 1488 1546 1603 1603 1603 1603 1603 1603

ave monthly 229 238 248 258 267 267 267 267 267 267
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OPTION C

PLANT, PROPERTY, & EQUIPMENT

Special Purpose Buildings Other Special Purpose Buildings (used)

Description Value Salvage Description Value

$150,000 $0 $115,000

Holding pens (interior) $15,000

Total Buildings $165,000 $0 Total Special Purpose Building $115,000

Equipment and Heavy Rolling Stock Light Trucks and Vehicles

Description Value Description Value

$31,000 $20,000

$30,000 $10,000

$10,000

$3,000

Slaughter fixtures & equipment $30,000

Processing fixtures & equipment $50,000 Total Light Trucks and Vehicles $30,000

Wastewater pre-treatment equipment $122,000

Total Equip and Heavy Rolling Stock $276,000 Permits, hook-ups & roads $356,000

Total Plant, Equipment, permits and roads $942,000

Land  3.7 acres $483,516

Total Plant, Property, Equipment & Improvements $1,425,516

Plant equity & Cash reserve $735,103

Debt Financing  for Plant, Property, & Equipment

Percent Financed 80.00%

Long Term Interest Rate 6.00%

Loan Term 10

Loan Amount $1,140,413 Click to see Loan Amortization

Depreciation

Buildings 39 year Straight Line

Special Purpose Buildings 10 year Straight Line

Equip. & Heavy Rolling Stock 7 Yr MACRS with half year convention

Light Trucks and Vehicles 5 Yr MACRS with half year convention

Annual Total Depreciation

Year 1 2 3 4 5 6 7 8 9 10

Buildings $9,128 $9,128 $9,128 $9,128 $9,128 $9,128 $9,128 $9,128 $9,128 $9,128

Special Purpose Buildings $28,000 $28,000 $28,000 $28,000 $28,000 $28,000 $28,000 $28,000 $28,000 $28,000

Equip. & Heavy Rolling Stock $39,440 $67,592 $48,272 $34,472 $24,647 $24,619 $24,647 $12,310

Light Truck and Vehicles $6,000 $9,600 $5,760 $3,456 $3,456 $1,728

Total Depreciation $82,569 $114,321 $91,161 $75,057 $65,231 $63,475 $61,775 $49,438 $37,128 $37,128

site improvements

Cost $356,000

Life 0

Salvage $0

Period 39

Depreciation per yr. for 39 yrs. $9,128

Special Purpose Buildings

Cost 280,000$                     

Life 10

Year Depreciation Rate

1 28,000$                        10%

2 28,000$                        10%

3 28,000$                        10%

4 28,000$                        10%

5 28,000$                        10%

6 28,000$                        10%

7 28,000$                        10%

8 28,000$                        10%

9 28,000$                        10%

10 28,000$                        10%

Equipment and Heavy Rolling Stock

Year Depreciation Rate

1 39,440.40                    14.29%

2 67,592.40                    24.49%

3 48,272.40                    17.49%

4 34,472.40                    12.49%

5 24,646.80                    8.93%

6 24,619.20                    8.92%

7 24,646.80                    8.93%

8 12,309.60                    4.46%

Light Trucks and Vehicles

Year Depreciation Rate

1 6,000.00                       20.00%

2 9,600.00                       32.00%

3 5,760.00                       19.20%

4 3,456.00                       11.52%

5 3,456.00                       11.52%

6 1,728.00                       5.76%

F150 used

40 X 60 metal building w/electrical

  buillding w/4 insulated doors, 6" roof & wall insulation--$23,335

  interior improvements--$126,665

Rail system

Freezer, Chill Cooler, Aging 

Cooler, 2 40' Reefers, Slaughter & 

Cutting area cooling system

Refrigerated Box truck for deliveries

1 forklift

#4

#5

Misc office furniture & equipment

F150 used

#3
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OPTION C

EXPENSE PROJECTION--INFLATION ADJUSTED

Go to other input areas: Or skip to financial results:

Operating/Production Assumptions Operations Summary (Profit/Loss, Cash Flow)

Personnel Expenses Return on Investment

Plant, Property, & Equipment (PP&E)

This Sheet summaries expenses.  The only input is for "supplies and miscellaneous" expenses.

Labor Year 0 Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7 Year 8 Year 9 Year 10

Salaries $135,550 $144,481 $170,357 $186,484 $202,397 $204,421 $206,466 $208,530 $210,616 $212,722

Benefits $47,443 $50,568 $59,625 $65,270 $70,839 $71,548 $72,263 $72,986 $73,715 $74,453

Total Labor $0 $182,993 $195,049 $229,982 $251,754 $273,237 $275,969 $278,729 $281,516 $284,331 $287,174

Production Expenses $10,969 $18,464 $26,108 $32,020 $38,047 $38,428 $38,812 $39,200 $39,592 $39,988

General Operations Expenses $66,972 $73,777 $88,790 $95,410 $101,902 $102,921 $103,950 $104,990 $106,040 $107,100

Total Variable $0 $260,933 $287,289 $344,880 $379,184 $413,186 $417,317 $421,491 $425,706 $429,963 $434,262

Fixed

Maintenance $4,500 $4,545 $4,590 $4,636 $4,683 $4,730 $4,777 $4,825 $4,873 $4,922

Insurance $34,110 $35,896 $41,071 $44,297 $47,479 $47,884 $48,363 $48,847 $49,335 $49,829

Property Tax $16,123 $16,284 $16,447 $16,611 $16,777 $16,945 $17,114 $17,286 $17,458 $17,633

Depreciation $82,569 $114,321 $91,161 $75,057 $65,231 $63,475 $61,775 $49,438 $37,128 $37,128

Interest on Plant Loan & Cash Reserve $90,925 $85,734 $80,231 $74,398 $68,215 $61,661 $54,714 $47,350 $39,545 $31,271

Total Fixed $0 $228,226 $256,779 $233,500 $214,999 $202,386 $194,695 $186,744 $167,745 $148,339 $140,782

Other

Supplies $6,600 $6,666 $6,733 $6,800 $6,868 $6,937 $7,006 $7,076 $7,147 $7,218

Miscellaneous $10,560 $10,666 $10,772 $10,880 $10,989 $11,099 $11,210 $11,322 $11,435 $11,549

Total Other $17,160 $17,332 $17,505 $17,680 $17,857 $18,035 $18,216 $18,398 $18,582 $18,768

Total Expenses $506,319 $561,400 $595,885 $611,863 $633,428 $630,048 $626,450 $611,848 $596,884 $593,812
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Option C

OPERATIONS SUMMARY: PROFIT/LOSS & CASH FLOW PROJECTIONS

Capacity Utilization 30% 50% 70% 85% 100% 100% 100% 100% 100% 100%

Gross Sales

Year 0 Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7 Year 8 Year 9 Year 10

Cattle $0 $201,600 $339,360 $479,855 $588,508 $699,286 $706,279 $713,342 $720,475 $727,680 $734,957

Hogs $0 $31,671 $53,313 $75,384 $92,454 $109,857 $110,955 $112,065 $113,185 $114,317 $115,460

Lambs $0 $16,706 $28,122 $39,765 $48,769 $57,949 $58,528 $59,113 $59,705 $60,302 $60,905

Bison $0 $15,480 $26,058 $36,846 $45,189 $53,695 $54,232 $54,774 $55,322 $55,875 $56,434

Ret Sales $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0

Total Revenue $0 $265,457 $446,853 $631,850 $774,919 $920,786 $929,994 $939,294 $948,687 $958,174 $967,756

Expenses

Variable $0 $260,933 $287,289 $344,880 $379,184 $413,186 $417,317 $421,491 $425,706 $429,963 $434,262

Fixed $0 $228,226 $256,779 $233,500 $214,999 $202,386 $194,695 $186,744 $167,745 $148,339 $140,782

Other $0 $17,160 $17,332 $17,505 $17,680 $17,857 $18,035 $18,216 $18,398 $18,582 $18,768

Total Expenses $0 $506,319 $561,400 $595,885 $611,863 $633,428 $630,048 $626,450 $611,848 $596,884 $593,812

Before Tax Profit $0 -$240,861 -$114,547 $35,966 $163,056 $287,358 $299,946 $312,844 $336,839 $361,290 $373,944

No Income Tax

After Tax Profit $0 -$240,861 -$114,547 $35,966 $163,056 $287,358 $299,946 $312,844 $336,839 $361,290 $373,944

Estimate of Cash Flows

Year 0 Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7 Year 8 Year 9 Year 10

After Tax Profits $0 -$240,861 -$114,547 $35,966 $163,056 $287,358 $299,946 $312,844 $336,839 $361,290 $373,944

Depreciation $0 $82,569 $114,321 $91,161 $75,057 $65,231 $63,475 $61,775 $49,438 $37,128 $37,128

Principal $0 $86,521 $91,712 $97,215 $103,048 $109,231 $115,784 $122,731 $130,095 $137,901 $146,175

Cash Flow $0 -$244,814 -$91,938 $29,911 $135,065 $243,359 $247,637 $251,888 $256,181 $260,517 $264,897
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OPTION C

RETURN ON INVESTMENT

Discount Rate 10.00%

Year 0 1 2 3 4 5 6 7 8 9 10

Gross Margin $265,457 $446,853 $631,850 $774,919 $920,786 $929,994 $939,294 $948,687 $958,174 $967,756

Discount Factor 1 0.909090909 0.826446281 0.751314801 0.683013455 0.620921323 0.56447393 0.513158118 0.46650738 0.424097618 0.385543289

PV of Income $0 $241,325 $369,300 $474,718 $529,280 $571,736 $524,957 $482,006 $442,569 $406,359 $373,112

Total Expense $0 $506,319 $561,400 $595,885 $611,863 $633,428 $630,048 $626,450 $611,848 $596,884 $593,812

Less Depreciation and Term Interest $150,993 $177,554 $148,891 $126,955 $110,946 $102,637 $93,989 $74,288 $54,173 $45,899

Cash Expenses (w/Cash Reserve in Yr0) $1,875,516 $355,325 $383,846 $446,993 $484,908 $522,482 $527,412 $532,461 $537,560 $542,711 $547,913

Discount Factor 1 0.909090909 0.826446281 0.751314801 0.683013455 0.620921323 0.56447393 0.513158118 0.46650738 0.424097618 0.385543289

PV of Expenses $1,875,516 $323,023 $317,228 $335,833 $331,199 $324,420 $297,710 $273,237 $250,776 $230,162 $211,244.22

Benefits Less Costs ($1,875,516) ($89,868) $63,007 $184,857 $290,011 $398,304 $402,582 $406,833 $411,127 $415,463 $419,843

PV Benefits Less PV Costs ($1,875,516) ($81,698) $52,072 $138,886 $198,081 $247,316 $227,247 $208,770 $191,794 $176,197 $161,867

Total PV of Income $4,415,363

Total PV of Expenses $4,770,348

NPV 10% discount rate ($354,984)

NPV 5% discount rate $199,772

Internal Rate of Return 6.59%

PV Benefit/PV Cost Ratio 0.93

Return on Assets 0.00% -12.84% -6.11% 1.92% 8.69% 15.32% 21.04% 21.95% 23.63% 25.34% 26.23%

(Pre-tax income)/(total PPE investment + cash reserve--$1,875,516)

Average ROA 11.38%

Return on (Beginning) Equity 0.00% -32.77% -15.58% 4.89% 22.18% 39.09% 40.80% 42.56% 45.82% 49.15% 50.87%

(Pre-tax income)/(non-borrowed PPE investment + cash reserve--$735,103)

Average ROE 22.46%

Payback Period (years)

(payback period only displayed if less than 10 years)
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OPTION C

LOAN AMORTIZATION & TOTAL INTEREST PAYMENTS

Go back to input areas: Or go back to P/L calculations:

Operating/Production Assumptions Operations Summary (Profit/Loss, Cash Flow)

Personnel Expenses Return on Investment

Plant, Property, & Equipment (PP&E)

Expense Projection

This sheet calculates loan amortization and interest.  There are no inputs on this sheet.

Total Investment $1,425,516 Upfront capital $735,103

Long Term Interest Rate 6.00%      20% of plant $285,103

Percent Financed 80.00%     Cash reserve $450,000

Loan Amount $1,140,413

Loan Term 10

Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7 Year 8 Year 9 Year 10

Beginning Balance $1,140,413 $1,053,892 $962,180 $864,965 $761,918 $652,687 $536,903 $414,171 $284,076 $146,175

Interest Rate 6.00% 6.00% 6.00% 6.00% 6.00% 6.00% 6.00% 6.00% 6.00% 6.00%

Interest $68,425 $63,234 $57,731 $51,898 $45,715 $39,161 $32,214 $24,850 $17,045 $8,771

Annual Payment $154,946 $154,946 $154,946 $154,946 $154,946 $154,946 $154,946 $154,946 $154,946 $154,946

Principal $86,521 $91,712 $97,215 $103,048 $109,231 $115,784 $122,731 $130,095 $137,901 $146,175

Ending Balance $1,053,892 $962,180 $864,965 $761,918 $652,687 $536,903 $414,171 $284,076 $146,175 $0

Cash reserve $450,000 $450,000 $450,000 $450,000 $450,000

Short Term Interest Rate 5.00% 5.00% 5.00% 5.00% 5.00%

Interest Amount $22,500 $22,500 $22,500 $22,500 $22,500

Total Interest Expense $90,925 $85,734 $80,231 $74,398 $68,215 $61,661 $54,714 $47,350 $39,545 $31,271
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Option C

Monthly Cash Flow - Year 1

Jan Feb March April May June July Aug Sept Oct Nov Dec

Cash on Hand-beginning month $450,000 $423,993 $390,917 $357,842 $331,835 $311,549 $298,332 $285,115 $271,897 $258,680 $245,463 $233,595

Gross Revenue $14,748 $7,374 $7,374 $14,748 $22,121 $29,495 $29,495 $29,495 $29,495 $29,495 $29,495 $22,121 $265,457

Expenses: Variable

Production Expenses (COGS) $609 $305 $305 $609 $914 $1,219 $1,219 $1,219 $1,219 $1,219 $1,219 $914 $10,969

Salaries $11,296 $11,296 $11,296 $11,296 $11,296 $11,296 $11,296 $11,296 $11,296 $11,296 $11,296 $11,296 $135,550

Benefits $3,954 $3,954 $3,954 $3,954 $3,954 $3,954 $3,954 $3,954 $3,954 $3,954 $3,954 $3,954 $47,443

Total Labor $15,249 $15,249 $15,249 $15,249 $15,249 $15,249 $15,249 $15,249 $15,249 $15,249 $15,249 $15,249 $182,993

Electricity/month $1,223 $1,223 $1,223 $1,223 $2,572 $2,572 $2,572 $2,572 $2,572 $2,572 $1,223 $1,223 $22,766

Rent/month $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0

Water/month $229 $229 $229 $229 $229 $229 $229 $229 $229 $229 $229 $229 $2,744

Sewer/month $377 $377 $377 $377 $377 $377 $377 $377 $377 $377 $377 $377 $4,521

Phone and Internet/month $150 $150 $150 $150 $150 $150 $150 $150 $150 $150 $150 $150 $1,800

Inedible Expense (renderer pick-ups) $600 $600 $600 $600 $600 $600 $600 $600 $600 $600 $600 $600 $7,200

Microbial Testing/month $150 $150 $150 $150 $150 $150 $150 $150 $150 $150 $150 $150 $1,800

Solid Waste Management/month $67 $67 $67 $67 $67 $67 $67 $67 $67 $67 $67 $67 $805

Transportation - Fuel, repairs, tolls $1,322 $1,322 $1,322 $1,322 $1,322 $1,322 $1,322 $1,322 $1,322 $1,322 $1,322 $1,322 $15,864

Cash reserve interest $1,875 $1,875 $1,875 $1,875 $1,875 $1,875 $1,875 $1,875 $1,875 $1,875 $1,875 $1,875 $22,500

Total Monthly Operating Expenses $5,992 $5,992 $5,992 $5,992 $7,341 $7,341 $7,341 $7,341 $7,341 $7,341 $5,992 $5,992 $80,001

Total Variable $21,851 $21,546 $21,546 $21,851 $23,504 $23,809 $23,809 $23,809 $23,809 $23,809 $22,461 $22,156 $273,962

Fixed

Maintenance $375 $375 $375 $375 $375 $375 $375 $375 $375 $375 $375 $375 $4,500

Insurance $2,843 $2,843 $2,843 $2,843 $2,843 $2,843 $2,843 $2,843 $2,843 $2,843 $2,843 $2,843 $34,110

Property Tax $1,344 $1,344 $1,344 $1,344 $1,344 $1,344 $1,344 $1,344 $1,344 $1,344 $1,344 $1,344 $16,123

Loan Payment (interest &principal) $12,912 $12,912 $12,912 $12,912 $12,912 $12,912 $12,912 $12,912 $12,912 $12,912 $12,912 $12,912 $154,946

Total Fixed $17,473 $17,473 $17,473 $17,473 $17,473 $17,473 $17,473 $17,473 $17,473 $17,473 $17,473 $17,473 $209,678

Other

Supplies $550 $550 $550 $550 $550 $550 $550 $550 $550 $550 $550 $550 $6,600

Miscellaneous* $880 $880 $880 $880 $880 $880 $880 $880 $880 $880 $880 $880 $10,560

Total Other $1,430 $1,430 $1,430 $1,430 $1,430 $1,430 $1,430 $1,430 $1,430 $1,430 $1,430 $1,430 $17,160

Total Expenses $40,754 $40,450 $40,450 $40,754 $42,408 $42,712 $42,712 $42,712 $42,712 $42,712 $41,364 $41,059 $500,800

Cash Flow -$26,007 -$33,076 -$33,076 -$26,007 -$20,286 -$13,217 -$13,217 -$13,217 -$13,217 -$13,217 -$11,868 -$18,938 -$235,343

Cumulative Cash Flow -$26,007 -$59,083 -$92,158 -$118,165 -$138,451 -$151,668 -$164,885 -$178,103 -$191,320 -$204,537 -$216,405 -$235,343
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Option C

Monthly Cash Flow - Year 2

Jan Feb March April May June July Aug Sept Oct Nov Dec

Cash on Hand--beginning $214,657 $196,159 $165,760 $135,362 $116,864 $108,681 $112,398 $116,115 $119,832 $123,549 $127,266 $132,567

Gross Revenue $24,825 $12,413 $12,413 $24,825 $37,238 $49,650 $49,650 $49,650 $49,650 $49,650 $49,650 $37,238 $446,853

Expenses: Variable

Production Expenses (COGS) $1,026 $513 $513 $1,026 $1,539 $2,052 $2,052 $2,052 $2,052 $2,052 $2,052 $1,539 $18,464

Salaries $12,040 $12,040 $12,040 $12,040 $12,040 $12,040 $12,040 $12,040 $12,040 $12,040 $12,040 $12,040 $144,481

Benefits $4,214 $4,214 $4,214 $4,214 $4,214 $4,214 $4,214 $4,214 $4,214 $4,214 $4,214 $4,214 $50,568

Total Labor $16,254 $16,254 $16,254 $16,254 $16,254 $16,254 $16,254 $16,254 $16,254 $16,254 $16,254 $16,254 $195,049

Electricity/month $1,420 $1,420 $1,420 $1,420 $3,004 $3,004 $3,004 $3,004 $3,004 $3,004 $1,420 $1,420 $26,546

Rent/month $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0

Water/month $241 $241 $241 $241 $241 $241 $241 $241 $241 $241 $241 $241 $2,889

Sewer/month $446 $446 $446 $446 $446 $446 $446 $446 $446 $446 $446 $446 $5,350

Phone and Internet/month $152 $152 $152 $152 $152 $152 $152 $152 $152 $152 $152 $152 $1,818

Inedible Expense (renderer pick-ups) $606 $606 $606 $606 $606 $606 $606 $606 $606 $606 $606 $606 $7,272

Microbial Testing/month $152 $152 $152 $152 $152 $152 $152 $152 $152 $152 $152 $152 $1,818

Solid Waste Management/month $68 $68 $68 $68 $68 $68 $68 $68 $68 $68 $68 $68 $813

Transportation - Fuel, repairs, tolls $2,002 $2,002 $2,002 $2,002 $2,002 $2,002 $2,002 $2,002 $2,002 $2,002 $2,002 $2,002 $24,022

Cash reserve interest $1,875 $1,875 $1,875 $1,875 $1,875 $1,875 $1,875 $1,875 $1,875 $1,875 $1,875 $1,875 $22,500

Total Monthly Operating Expenses $6,960 $6,960 $6,960 $6,960 $8,544 $8,544 $8,544 $8,544 $8,544 $8,544 $6,960 $6,960 $93,027

Total Variable $24,240 $23,727 $23,727 $24,240 $26,337 $26,850 $26,850 $26,850 $26,850 $26,850 $25,266 $24,753 $306,540

Fixed

Maintenance $379 $379 $379 $379 $379 $379 $379 $379 $379 $379 $379 $379 $4,545

Insurance $2,991 $2,991 $2,991 $2,991 $2,991 $2,991 $2,991 $2,991 $2,991 $2,991 $2,991 $2,991 $35,896

Property Tax $1,357 $1,357 $1,357 $1,357 $1,357 $1,357 $1,357 $1,357 $1,357 $1,357 $1,357 $1,357 $16,284

Loan Payment (interest &principal) $12,912 $12,912 $12,912 $12,912 $12,912 $12,912 $12,912 $12,912 $12,912 $12,912 $12,912 $12,912 $154,946

Total Fixed $17,639 $17,639 $17,639 $17,639 $17,639 $17,639 $17,639 $17,639 $17,639 $17,639 $17,639 $17,639 $211,670

Other

Supplies $556 $556 $556 $556 $556 $556 $556 $556 $556 $556 $556 $556 $6,666

Miscellaneous* $889 $889 $889 $889 $889 $889 $889 $889 $889 $889 $889 $889 $10,666

Total Other $1,444 $1,444 $1,444 $1,444 $1,444 $1,444 $1,444 $1,444 $1,444 $1,444 $1,444 $1,444 $17,332

Total Expenses $43,324 $42,811 $42,811 $43,324 $45,420 $45,933 $45,933 $45,933 $45,933 $45,933 $44,349 $43,837 $535,542

Cash Flow -$18,499 -$30,398 -$30,398 -$18,499 -$8,183 $3,717 $3,717 $3,717 $3,717 $3,717 $5,301 -$6,599 -$88,689

Cumulative Cash Flow -$253,841 -$284,240 -$314,638 -$333,136 -$341,319 -$337,602 -$333,885 -$330,168 -$326,451 -$322,734 -$317,433 -$324,032
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Option C

Monthly Cash Flow - Year 3

Jan Feb March April May June July Aug Sept Oct Nov Dec

Cash on Hand $125,968 $113,635 $84,487 $55,340 $43,019 $45,700 $65,208 $84,715 $104,222 $123,730 $143,237 $164,568

Gross Revenue $35,103 $17,551 $17,551 $35,103 $52,654 $70,206 $70,206 $70,206 $70,206 $70,206 $70,206 $52,654 $631,850

Expenses: Variable

Production Expenses (COGS) $1,450 $725 $725 $1,450 $2,176 $2,901 $2,901 $2,901 $2,901 $2,901 $2,901 $2,176 $26,108

Salaries $14,196 $14,196 $14,196 $14,196 $14,196 $14,196 $14,196 $14,196 $14,196 $14,196 $14,196 $14,196 $170,357

Benefits $4,969 $4,969 $4,969 $4,969 $4,969 $4,969 $4,969 $4,969 $4,969 $4,969 $4,969 $4,969 $59,625

Total Labor $19,165 $19,165 $19,165 $19,165 $19,165 $19,165 $19,165 $19,165 $19,165 $19,165 $19,165 $19,165 $229,982

Electricity/month $1,621 $1,621 $1,621 $1,621 $3,445 $3,445 $3,445 $3,445 $3,445 $3,445 $1,621 $1,621 $30,398

Rent/month $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0

Water/month $253 $253 $253 $253 $253 $253 $253 $253 $253 $253 $253 $253 $3,035

Sewer/month $516 $516 $516 $516 $516 $516 $516 $516 $516 $516 $516 $516 $6,195

Phone and Internet/month $153 $153 $153 $153 $153 $153 $153 $153 $153 $153 $153 $153 $1,836

Inedible Expense (renderer pick-ups) $612 $600 $600 $600 $600 $600 $600 $600 $600 $600 $600 $600 $7,212

Microbial Testing/month $153 $153 $153 $153 $153 $153 $153 $153 $153 $153 $153 $153 $1,836

Solid Waste Management/month $68 $68 $68 $68 $68 $68 $68 $68 $68 $68 $68 $68 $821

Transportation - Fuel, repairs, tolls $2,022 $2,022 $2,022 $2,022 $2,022 $2,022 $2,022 $2,022 $2,022 $2,022 $2,022 $2,022 $24,262

Cash reserve interest $1,875 $1,875 $1,875 $1,875 $1,875 $1,875 $1,875 $1,875 $1,875 $1,875 $1,875 $1,875 $22,500

Total Monthly Operating Expenses $7,274 $7,262 $7,262 $7,262 $9,086 $9,086 $9,086 $9,086 $9,086 $9,086 $7,262 $7,262 $98,096

Total Variable $27,889 $27,152 $27,152 $27,877 $30,426 $31,152 $31,152 $31,152 $31,152 $31,152 $29,328 $28,603 $354,186

Fixed

Maintenance $383 $383 $383 $383 $383 $383 $383 $383 $383 $383 $383 $383 $4,590

Insurance $3,423 $3,423 $3,423 $3,423 $3,423 $3,423 $3,423 $3,423 $3,423 $3,423 $3,423 $3,423 $41,071

Property Tax $1,371 $1,371 $1,371 $1,371 $1,371 $1,371 $1,371 $1,371 $1,371 $1,371 $1,371 $1,371 $16,447

Loan Payment (interest &principal) $12,912 $12,912 $12,912 $12,912 $12,912 $12,912 $12,912 $12,912 $12,912 $12,912 $12,912 $12,912 $154,946

Total Fixed $18,088 $18,088 $18,088 $18,088 $18,088 $18,088 $18,088 $18,088 $18,088 $18,088 $18,088 $18,088

Other

Supplies $561 $561 $561 $561 $561 $561 $561 $561 $561 $561 $561 $561 $6,733

Miscellaneous* $898 $898 $898 $898 $898 $898 $898 $898 $898 $898 $898 $898 $10,772

Total Other $1,459 $1,459 $1,459 $1,459 $1,459 $1,459 $1,459 $1,459 $1,459 $1,459 $1,459 $1,459

Total Expenses $47,436 $46,699 $46,699 $47,424 $49,973 $50,698 $50,698 $50,698 $50,698 $50,698 $48,874 $48,149 $588,745

Cash Flow -$12,333 -$29,147 -$29,147 -$12,321 $2,681 $19,507 $19,507 $19,507 $19,507 $19,507 $21,331 $4,505 $43,105

Cumulative Cash Flow -$336,365 -$365,513 -$394,660 -$406,981 -$404,300 -$384,792 -$365,285 -$345,778 -$326,270 -$306,763 -$285,432 -$280,927
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Option C

Monthly Cash Flow - Year 4

Jan Feb March April May June July Aug Sept Oct Nov Dec

Cash on Hand $169,073 $174,657 $162,121 $149,585 $155,168 $166,651 $189,006 $211,361 $233,716 $256,071 $278,425 $302,128

Gross Revenue $56,701 $37,801 $37,801 $56,701 $64,262 $75,602 $75,602 $75,602 $75,602 $75,602 $75,602 $68,042 $774,919

Expenses: Variable

Production Expenses (COGS) $2,343 $1,562 $1,562 $2,343 $2,655 $3,124 $3,124 $3,124 $3,124 $3,124 $3,124 $2,811 $32,020

Salaries $15,540 $15,540 $15,540 $15,540 $15,540 $15,540 $15,540 $15,540 $15,540 $15,540 $15,540 $15,540 $186,484

Benefits $5,439 $5,439 $5,439 $5,439 $5,439 $5,439 $5,439 $5,439 $5,439 $5,439 $5,439 $5,439 $65,270

Total Labor $20,980 $20,980 $20,980 $20,980 $20,980 $20,980 $20,980 $20,980 $20,980 $20,980 $20,980 $20,980 $251,754

Electricity/month $2,148 $2,148 $2,148 $2,148 $3,496 $3,496 $3,496 $3,496 $3,496 $3,496 $2,148 $2,148 $33,863

Rent/month $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0

Water/month $265 $265 $265 $265 $265 $265 $265 $265 $265 $265 $265 $265 $3,185

Sewer/month $621 $621 $621 $621 $621 $621 $621 $621 $621 $621 $621 $621 $7,456

Phone and Internet/month $155 $155 $155 $155 $155 $155 $155 $155 $155 $155 $155 $155 $1,855

Inedible Expense (renderer pick-ups) $618 $618 $618 $618 $618 $618 $618 $618 $618 $618 $618 $618 $7,418

Microbial Testing/month $155 $155 $155 $155 $155 $155 $155 $155 $155 $155 $155 $155 $1,855

Solid Waste Management/month $69 $69 $69 $69 $69 $69 $69 $69 $69 $69 $69 $69 $829

Transportation - Fuel, repairs, tolls $2,042 $2,042 $2,042 $2,042 $2,042 $2,042 $2,042 $2,042 $2,042 $2,042 $2,042 $2,042

Cash reserve interest $1,875 $1,875 $1,875 $1,875 $1,875 $1,875 $1,875 $1,875 $1,875 $1,875 $1,875 $1,875 $22,500

Total Monthly Operating Expenses $7,948 $7,948 $7,948 $7,948 $9,296 $9,296 $9,296 $9,296 $9,296 $9,296 $7,948 $7,948 $103,465

Total Variable $31,270 $30,489 $30,489 $31,270 $32,931 $33,400 $33,400 $33,400 $33,400 $33,400 $32,051 $31,739 $387,239

Fixed

Maintenance $386 $386 $386 $386 $386 $386 $386 $386 $386 $386 $386 $386 $4,636

Insurance $3,691 $3,691 $3,691 $3,691 $3,691 $3,691 $3,691 $3,691 $3,691 $3,691 $3,691 $3,691 $44,297

Property Tax $1,384 $1,384 $1,384 $1,384 $1,384 $1,384 $1,384 $1,384 $1,384 $1,384 $1,384 $1,384 $16,611

Loan Payment (interest &principal) $12,912 $12,912 $12,912 $12,912 $12,912 $12,912 $12,912 $12,912 $12,912 $12,912 $12,912 $12,912 $154,946

Total Fixed $18,374 $18,374 $18,374 $18,374 $18,374 $18,374 $18,374 $18,374 $18,374 $18,374 $18,374 $18,374 $220,490

$0

Other $0

Supplies $567 $567 $567 $567 $567 $567 $567 $567 $567 $567 $567 $567 $6,800

Miscellaneous* $907 $907 $907 $907 $907 $907 $907 $907 $907 $907 $907 $907 $10,880

Total Other $1,473 $1,473 $1,473 $1,473 $1,473 $1,473 $1,473 $1,473 $1,473 $1,473 $1,473 $1,473 $17,680

$0

Total Expenses $51,118 $50,337 $50,337 $51,118 $52,778 $53,247 $53,247 $53,247 $53,247 $53,247 $51,899 $51,587 $625,409

Cash Flow $5,583 -$12,536 -$12,536 $5,583 $11,483 $22,355 $22,355 $22,355 $22,355 $22,355 $23,703 $16,455 $149,510

Cumulative Cash Flow -$275,343 -$287,879 -$300,415 -$294,832 -$283,349 -$260,994 -$238,639 -$216,284 -$193,929 -$171,575 -$147,872 -$131,416
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Option C

Monthly Cash Flow - Year 5

Jan Feb March April May June July Aug Sept Oct Nov Dec

Cash on Hand $318,584 $331,558 $323,002 $314,446 $327,420 $348,335 $382,168 $416,000 $449,833 $483,666 $517,499 $552,003

Gross Revenue $67,375 $44,916 $44,916 $67,375 $76,358 $89,833 $89,833 $89,833 $89,833 $89,833 $89,833 $80,850 $920,786

Expenses: Variable

Production Expenses (COGS) $2,784 $1,856 $1,856 $2,784 $3,155 $3,712 $3,712 $3,712 $3,712 $3,712 $3,712 $3,341 $38,047

Salaries $16,866 $16,866 $16,866 $16,866 $16,866 $16,866 $16,866 $16,866 $16,866 $16,866 $16,866 $16,866 $202,397

Benefits $5,903 $5,903 $5,903 $5,903 $5,903 $5,903 $5,903 $5,903 $5,903 $5,903 $5,903 $5,903 $70,839

Total Labor $22,770 $22,770 $22,770 $22,770 $22,770 $22,770 $22,770 $22,770 $22,770 $22,770 $22,770 $22,770 $273,237

Electricity/month $2,770 $2,770 $2,770 $2,770 $3,441 $3,441 $3,441 $3,441 $3,441 $3,441 $2,770 $2,770 $37,267

Rent/month $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0

Water/month $278 $278 $278 $278 $278 $278 $278 $278 $278 $278 $278 $278 $3,337

Sewer/month $728 $728 $728 $728 $728 $728 $728 $728 $728 $728 $728 $728 $8,742

Phone and Internet/month $156 $156 $156 $156 $156 $156 $156 $156 $156 $156 $156 $156 $1,873

Inedible Expense (renderer pick-ups) $624 $624 $624 $624 $624 $624 $624 $624 $624 $624 $624 $624 $7,492

Microbial Testing/month $156 $156 $156 $156 $156 $156 $156 $156 $156 $156 $156 $156 $1,873

Solid Waste Management/month $70 $70 $70 $70 $70 $70 $70 $70 $70 $70 $70 $70 $838

Transportation - Fuel, repairs, tolls $2,062 $2,062 $2,062 $2,062 $2,062 $2,062 $2,062 $2,062 $2,062 $2,062 $2,062 $2,062

Cash reserve interest $1,875 $1,875 $1,875 $1,875 $1,875 $1,875 $1,875 $1,875 $1,875 $1,875 $1,875 $1,875 $22,500

Total Monthly Operating Expenses $8,720 $8,720 $8,720 $8,720 $9,392 $9,392 $9,392 $9,392 $9,392 $9,392 $8,720 $8,720 $108,672

Total Variable $34,274 $33,346 $33,346 $34,274 $35,317 $35,873 $35,873 $35,873 $35,873 $35,873 $35,202 $34,831 $419,956

Fixed

Maintenance $386 $386 $386 $386 $386 $386 $386 $386 $386 $386 $386 $386 $4,636

Insurance $3,957 $3,957 $3,957 $3,957 $3,957 $3,957 $3,957 $3,957 $3,957 $3,957 $3,957 $3,957 $47,479

Property Tax $1,398 $1,398 $1,398 $1,398 $1,398 $1,398 $1,398 $1,398 $1,398 $1,398 $1,398 $1,398 $16,777

Loan Payment (interest &principal) $12,912 $12,912 $12,912 $12,912 $12,912 $12,912 $12,912 $12,912 $12,912 $12,912 $12,912 $12,912 $154,946

Total Fixed $18,653 $18,653 $18,653 $18,653 $18,653 $18,653 $18,653 $18,653 $18,653 $18,653 $18,653 $18,653 $223,839

$0

Other $0

Supplies $567 $567 $567 $567 $567 $567 $567 $567 $567 $567 $567 $567 $6,800

Miscellaneous* $907 $907 $907 $907 $907 $907 $907 $907 $907 $907 $907 $907 $10,880

Total Other $1,473 $1,473 $1,473 $1,473 $1,473 $1,473 $1,473 $1,473 $1,473 $1,473 $1,473 $1,473 $17,680

$0

Total Expenses $54,400 $53,472 $53,472 $54,400 $55,443 $56,000 $56,000 $56,000 $56,000 $56,000 $55,328 $54,957 $661,474

Cash Flow $12,974 -$8,556 -$8,556 $12,974 $20,915 $33,833 $33,833 $33,833 $33,833 $33,833 $34,504 $25,892 $259,312

Cumulative Cash Flow -$118,442 -$126,998 -$135,554 -$122,580 -$101,665 -$67,832 -$34,000 -$167 $33,666 $67,499 $102,003 $127,896
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