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DEL NORTE MEAT PROCESSING AND RETAIL FACILITY
FEASIBILITY ASSESSME NT

EXECUTIVE SUMMARY

A feasibility study provides an objective thipdrtyanalysis of the viability of the business idea
and focuses on answering the essential questi@hh oul d we pproposed prajectwi t h
i d e &he activities of this study are directed toward answeringthisportant question.

In this Feasibility Study you will find a response to the 7 areas posed for evaluation in the
Request for Proposal issued by the Del Norte ResdDomservation District on April 26, 2010.
We address those topics and provide a thoroughsresdlarched analysis and synthesis that
substantially goes beyond the original Scope of Wasksuch, it includes a comprehensive set
of guidelines and backgrad materials as a reference to help guide the implementation efforts.

1. Determine if a meat slaughtering, processing, packaging and market retail facility is feasible
in Del Norte County, California.

Animal slaughtermeatprocessing and packaging could successful in Del

Norte County. It is anarginallyviable, high riskbusiness opportunithat will
requireextensivecommunity commitment, fundingndadditionaldetailed

planning (i.e., development of a detailed business plan and commitments from
areaproducers, consumendistributorsand investors)Three significant
challenges are faced: county animal inventories, financing and product
distribution.

This is a business system that goes beyond slaughter and processing. Transactions
flow from the fieldto the consumer, and all aspects must be in balance to
succeedThere is also gauntletsome say a maze, of regulatory matters to be
addressed: federal, state and local.

The retail sales component, while interesting and worth further evaluation over
time, has a very low potential for initial success, especially in the first few years
of meat planbperation Likely it would serve as a distraction and a losing
proposition. Yet this could be an add business as experience is gained
operating the slaught and meat products production business components.
There is a lot to learn and absorb here.

Many of the elements of a business planiaciided with this study sesultsbut
substantiallymore needs to be donedsetto the level of detallequired tostep
into the chosen alternative.

Quite literally there are hundreds upon hundreds of variables to consider. This

study provides 4 alternatives for consideratieefollowing matrix). Each has
its own merits, ranging from higher risk to lower risk.
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Financial pro formas were generated for only one set of variables for each
alternative Small changes in inputzan resultn quite a variation in resultén
integrated Excel workbook tool is included to provide opportunity to run
additional variables to nael differing scenarios.

Alternatives 1-3: These are &derally certified approacdty SDA Food Safety
and Inspection ServiéeFSIS)andhave a much higher risk of succeddut with
hard work, collaboration and community support it could be vidlhles setof
alternatives would provide a large array of sales/distribution alternafilissis
an instance whereard is good

Alternatives 4: Custom slaughter and processing is highly feasible and a
relatively low risk, but it is not federally certifieBalesof product are restricted
to producer to consumer.

Alternatives 3 and 4 require a facility to hang and process the meat.

Economic i mpact comes in part from constrd
of the equipment will be sourced outside the couagueral jobs will directly

emerge to work in the processing. Dollars currently leaving the county for

processing will remain in the county.

Estimates irthe followingtable are derived from a variety edurces reporting on

actual processing facilitiegro formas driving these financial results are in the
Appendix.
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Higher RISK Lower
Alternative 1: | Alternative 2: Alternative 3: Alternative 4:
Large Plant*** | Smadl Plant*** MSU,3 4 6 || Custom Slaughter
5,250 sq. ft 2,600 sq. ft. ~300 sq. ft. Cut & Wrap
Pre-chill Cooler size* ' itione
10 Beef 7 Beef 20 beef Requires addition
facility
Holding Cooler Size* ' iti ' itionz
g 20 Beef 13 Beef Requwes_ _addltlon Requwes_ _addltlonc
facility facility
Slaughter days per
300 300 150+ 150+
year
Slaughter capacity 20 beef/day =| 7 beef/day = 10 beef/day = 2 beef/day =
6,000/year 2,100/year 1,500/year 300/year
Additional Facility for
MSU or Custom Included Included $150,000 $150,000
(coolers, freezers, cut (1,500 sq. ft.) (1,500 sq. ft.)
and wrap
Number of Employees 61 10 34 34 2
Trailer (animal
hauling) $60,000 $60,000 N/A N/A
Truck (used for trailer
or MSU) $18,000 $18,000 $18,000 N/A
Pick-up (3/4 ton, used
with hoist and cover N/A N/A N/A $15,000
Processing Facility $525,000 $260,000 MSU @ N/A
Investments 2,100,006* 1,040,008* $170,000*
Total ProceSSing $603.000 $338.000
Facilities Cost 5 178.000 1 118.000 $488,000 $130,000
Land acreage***** 2 acres 2 acres 1 acre 1 acre
Land cost (assumes
$40,000/acre) $80,000 $80,000 $40,000 $40,000
Total Overall $683,000 $418,000
Estimated Investment 2,258,000 1,198,000 $343,000 $170,000
Payback Period (using
assumptions in pro ~2Ysyears ~2/1/4 years 2 Yayeas ~3 years
formas)
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Notes:

* Cooler space for one beef will provide space for 1.5 to 2 hogs, sheep or goats.

** Fixed facility price per sq. ft. =$100-400, depending on materials us&dthout land
acquisition costs. Based on estimated costs used in studikly, lowa State University
and the Mendocino County/Ukiah feasibility study

kk For both designs, the Iefftand side of the plant could be extended to make more room
that could be utilized faanything that would be needed, except slaugBteh designs
include a retail sales space.

ko 2 slaughter days per week in field, 2 processing days, requires return from field to unload
and restock MSU

ek Adequate water supply and septic must be included. Includes space for retail and
equipment parking, turaround for truck/trailer/MSU, space for animal offloading and
holding, etc.

Water Use and Output 150-200 gallons per beef equivalent, average. One beef
equivalent =2 hogs 2sheep ogoats

1 acre = 43,560 sq. ft.

2. Provide marketing recommendatioms & successful venture, includingsearching the
feasibility of grass fed beef produced locally marketed withhaa t ur al beef | abel
options could include joining an existing natiowatjanization with a natural beef label,
joining an existing renal organizationwith a natural beef ladeor creating a new natural
beef label. Specific feasibilityeeds to be determined for the various levels of production
including:

a) Management requirements of beef t stureneet fAn
feed mix, vaccines, antibiotic use and restrictions, age, weight, sex, cattle breeds, timing
for sale, minimum number of cattle, etc.

The USDA definition of natural beef describes n@aducts that have been

minimally processed and contains no aigtds, artificial flavors, colorsr

preservatives. This definition does not mention production techniques for natural
meat, whichcan be confusing or even misleading to consumers. Unofficially,

natural meat has been defined by ranchers and marketerestsdk raised

without the use of antibiotics, growtlormones, and implan{si . e . -, Anever
evero)

The USDA label for grasted meat says the following: grass, green, or range

pasture or forage shall be 80% or more of the primary energy source throughout

theani mal 6s | ife cycle. This means that on &
animals ugo 20% from other sources, or wait till the finishing stage and feed

animals entirelyn other sources, as long as no more than 20% of the @&imal

feed during its ente lifetime comes from these alternate sources. In 2006, the

USDA-AMS solicitedcomments on a revised standard which defines grass

(forage) fed as: Grass (annaald perennial), forbs (legumes, brassicas), browse,
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forage, or stockpiled forages, and pbatvest crop residue without separated
grain shall be at least 99% of theergy source for the lifetime of the ruminant
specie, with the exception of milonsumer prior to weaning.

Organic meat is subject to an even more restricted regimen, including) use
certified organic cleaning materials at the processing location. This is even more
of niche market than natural or grass fed meat products.

Animal age is not as often referred to as is weigbéf 12001400 Ibs. Age is a
determining factor for offalidposal. Cattle over 30 months must have brains and
spinal cords disposed of separately, most often in a landfill.

Steers are the most common beef meat animal. Little mention is made of breed
although there are champions for eacdd everyreed

Y earround availability of animals is desiréighly. This provides for a steady

stream of animals to be processed, keeps employees engaged and provides for a
much higher reliability for obtaining an FSiigspector Irregular production

schedules can be quitegblematic for scheduling an FSIS inspeaod retaining
employees

Small scale facilities generally require on order of 1,000 to 1,600 beef (or beef
equivalents) per year to achieve sustainabifigderal beef inventories for Del
Norte County indicatapproximately 1,000 cattle are targeted for beef production
in a year.

b) Transport requirements

The surveyesultsindicated a low interest in the meat processing entity providing
transportation.

Response | Percent
Yes 35.7
No 64.3

Many of the producensave some form of transport available to them. At the Fortuna

Auction yard there were examples of folks bringing their animals to the yard in their own
equi pment , by using someone el sefome or in p
producers ship theanimals long distances for processing.

As such, alternatives 1 and 2 do not include a transport function as part of the business

modeling. Alternative 3 (MSU) does on the premises slaughter and then transports the
carcasses to another location for finedgaration.
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For the Custom operation (alternative 4),
location and then transporting the carcasses by the custom slaughterer to another location
for hanging and then preparation.

c) Processing requirements

The4 alternatives position differing levels of product capacity, ranging from 20 beef (or
beef equivalents) per day to 2 per every other day.

d) Marketing requirements

A number of marketing issues, challenges and opportunitied tdbe addressed
Resourcesare available to help out.

Consumer Educati@n Additional and continued consumer education will be
vitally important in securing a premium for products in this growing niche
market. Clarification of ternds natural versus graged versus organi and a

bette understanding of the unique and exceptional healthy benefitsrefraum
grassfed beef product are the two areas in which consumers most need further
edification.

Consolidation of Producers and Processbiigajor chaind Wal-Mart and

Safeway forinstaré®d ar e of f er i ng rmpmduets aforgsidethe al 0 me a't
more traditional avenude Natural Food Stores. Continued refinement of animal

and meat quality could hefustain prices so the Del Nogeduct can continue

to differentiate itself fromlesscongsnt and f |l avor f ul Anatural o

Inherent Product Attributes Raise Concerns with Some Bayeldat ur al 0
meats have distinct characteristics that may be an issue for meat market managers
andbuyer® more so than for consumers. Again education will bg ireportant

to dispel theseoncerns.

Product Packaging Sal es of M@Anatural 0o meats can suff
or environmentally insensitiyeackaging. Given that premiums will be charged

for this product, attractive package thatkeshe productdok fresh and safe will

be very important. Further, packaging should be kepttahanum and be made

from environmentally fit materials to align with the other inherent values

motivating the consumer to buy this product.

Branding® Branding is all about peeption.Brandingis all about creating

singular distinction, strategic awareness and differentiation in the mind of the
target market not just awareness. When you have been successful, you will start
building equity for your brandA brand is nearly wohless unless it enjoys some
equity in the marketplace. Without brand equity, you simply have a commodity
product.
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Some potentially viable approaches include:

Del NorteCountyBrandCertificationLabelingPrograms
Niche Marketing/Branding

Develop a Brancertification/Labeling Program
Natural and GrasBed Beef Branding Programs

Promotior® An effective promotion strategy will reach target customers
through several types aiedia. These may include the following:

Print Media: Residential mailers and braoks

Electronic Media: Websites and Internet advertising
Published Media: Newspapers, magazines, and coupons
Broadcast Media: Television and radio

e) Administrative requirements

Federally inspected meat production presents near daunting regulatory regtsreme

Even a custom slaughter, cut and wrap operation requires great attention to detail in
recordkeeping. Keeping track of all of these regulatory requirements, permits, inspections
and related matters requires great attention to detail and will takee@pctido so.

Failure here is not an option and can result in loss of certifications, and consequentially
the business.

Additionally, there are the myriad other details that have to be managed: scheduling,
training, sales (probably more to distributors poitentially tomorelocal entities).

The financial pro formas build in time to attend to these details. In the first year of
operation this is partly why only a hdlfne operation is positioned. There iseed to
learn as you go so as to remain compyliaith regulatory matters and to operate the
business.

f) Capital investment requirements
(Seeprevious alternatives matrix)

. Locate available sites, complete preliminary design and develop cost estimates for the
construction of a processing and retail ifag. This task will include a discussion of

alternative facility designs, such as mobile slaughtering vs. fixed site, as well as a thorough
explanation of all health and safety requirements.

This study does not select a particular site but presetes@to aid in the selection

(seefiGe ner al Pl ant Design Consi deforati ons for
detailed check list)A number of critical decisions need to occur to further guide the

site selection (e.g., which of the alternatives is to beymd?). A specific location

based on all of the criteria would be included in a detailed business plan. Each of the
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alternatives has its own set of requirements. What we can do at this time is bracket
land costs and provide other guiding advice.

Searchng the Multiple Listing Service (MLS) for Del Norte County for properties up
to $1,000,000 zoned agricultural or commercial/industrial revealed surprisingly few
offerings. At least an acre is recommended with 2 acres preferred to give more than
adequate sre for trucks and parking. Perhaps there is someone out there already
holding suitable land willing to consider development on their holdings.

With all that needs to be done to determine which of the alternatives to pursue, it
could be at least a yearfbee an appropriate site can be identified. None of the MLS
entries looked to be suitable to house dooated retail site.

Evaluate organizational possibilities for the facility, including, but not limited to, traditional
cooperative, new generation querative, cooperative legal considerations, C Corporation, S
Corporation, and a limited liability company.

A new generation cooperative appears to have the best chance of success.

Cooperatives are a good way to spread risk and to raise capital frommato@pe

ownersThe ANew Generation Cooperativeo (NGC) i
traditional cooperatives, btlhte NGC focuses on marketing niche strategies rather

than the traditional cooperative roles, sastproduction and storageroducers

would coninue to ownraiseand transporanimals.

Slaughter and processing could be a separate traditional coopedatiater
additional consideration it could also be owwedthed under the NGC concept

Evaluate and explain Business Plan Financials, inicigdut not limited to, staftip costs,
operating costs, revenue projections, first year financial statemenfj\angear financial
forecast. Determine how many jobs will be supported by a processing and retail facility
enterprise.

Please refer to therevious alternatives matrix as well as the discussion in the body
and pro formas in the appendices. One quickly comes to an understanding of the
overall complexity and risk levels associated with any one of the offered alternatives.
Even a small change any one of the financial inputs or regulatory steps can result in
variances in the outcomes.

Provide project alternatives, including but not limited to, sale of prepared meats,
incorporating other local agricultural products, incorporating the weeklynfar r niaket, and
including products from Oregon.

Pl ausi bl e Markets for ANatural 06 Meat s
locabALocal 6 is a term that varies in de
the defining radius. Thi s sounds mor e
include areasuch as the Humboldt County, San Francisco Bay area Sacramento,

fini
nr eg
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Yreka, Rogue Valley, Roseburg and perhaps even up to Eugene, OR. The Del
Norte economic profile suggests strongly that the product distribution must go
well beyond the county to be successful.

Del Norte County provides too small a market to allow for much expansion of local
Anat ur adlesAlso beaause income levels in theuoty are below the state

average, a premium Anatural 06 meat product wi
willing or able to pay the additional price. With producers already selling into much
of what market doesexiéti . e. , direct sales from producer

market) there is little room for growth within the Del Norte County market.

Regionad NorthernCalifornia including the greater Bay Area is proving to be the

mostpromising market territoryand by the USDAl e f i ni t i oThedensandii| oc al 0.
the consumer values and the ability to supp@reanium product produced in this

area. Access to the marketalso an advantage. Afidications are that this territory

should be the focus for Del Norte fAnatural o

Nationald Access to this broader market may only be viable via Internet and mail
ordersales.Target marketing campaigns will enafileding Internet buyers to be

willing to pay apremium for a quality organic meat product and the added
convenience of shopping online.

Internationab The opportunity exists for potential sales to Asia, but would likely
requirea d d i t i eargd In gfbdtheyprbduct enhancements to distinguish the
product within doreign market and to warrant pricing that would cover the additional
costs of marketing anghipping overseas.

SalesOppottunities and Qtlets

A number of sales opportunities and outletsvaéaele. In the early statip years one
of the least viable is a local retail outleiving nothing to do with the quality of the
product but rather do to the economic realities of the codimy recommendation
here is for adding this business comporaEnbperating experience is gained.

Other potential sales outlets include:

e Direct Sales to Consumers

e Farmersé6 Markets
e Community Supported Agriculture
e Farm to School

e Food ceoperatives

¢ Retalil: Grocery Stores and Natural Food Stores
e Supermarkets

e Restaurants

¢ Institutional Food Service

e Prisons

[ J

Internet and MailOrder Sales
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e Specialty Stores
e Retail Sales Outlet
e Virtual #&led  Websités M

7. Research and recommend sources for project implementation funding.

Since most meat processors are too small to atteattire capitalprivate financing
andbanksmay be thdest optiongrants and grant/loan packages also may be an
option). No pot of gold is waitingThe likelihood is high that wprobably have to
work with a local bank to financanynew plantA bestcase scenario would be to
have local interests fund the investment.

Given the projectapital and staitip coss, it is highly likely that multiple sources of capital
will be needed to fund thetility and marketing activitiesSome potential sources are

Private Funding Sources
Banks

Venture Capital
Rancher Investment
Preferred Stock
Loansand Grants

Recommendations

As you read through the contents of this study, you will quickly see the complexity of the
challengsto be addressed. t ndtsmpossibléut will require detailed attention to myriad

details to achieve succedg®hatis faceal is the building of dusinessystem that reaches from

field to plate with all of the steps that must be successfully integrated along the way. Failure in
any one ofhe steps will result in disappointment.

The custom slaughter with cut and wrap (alternative 4) would be the quickest to get up and
running, would meet an immediate need and provide a basis for expansion into a full FSIS
certified operationThis alternatt e 6 s payback and profitability
modeling done in this study by pursuing less expensive options (e.g., reducing the size of the
facility or use of freezer boxes purchased at an appliance store.).

Here is an outline of proposed p$efor moving ahead'ime from decision to go forward to
being ready to start building varies by the alternative chosen, but a year should be enough time to
get all this done.
|. Establish project ownership.
Form a small team of interested parties with éradip from a partnership of the

Resource Conservation District and the Agency Economic Development
Association.This project has economic development potential for Del Norte.
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Set up governance procedures for the prq@cject management, deciston
making, change management, designate responsibilities, etc.)

Il. Select the alternative to be pursued.

The team will review all the materigisepared to daténcluding using the
financial modeling tool, to make a decision as to which of the alternatiles w
make the best business seridee Consultant is more than willing to help develop
and nurture this approach.

At the outset limit operations to slaughter and cut& wrap. Add other products
over time (i.e., sausage, jerky, etc.). Defer the retail stdes gutlet until the
fundamentals of the meat processing operation areestblished.

Produce a refinegroject timeline.
Notify appropriate authorities of intent to proceed (federal, state and local).
lll. Identify specific funding sources

Acquire asstance tareate a comprehensive business jpterethat includes
commitments from producers, distributors and other suppliers/veridued.
number of identified meat animals in the county available in apsadmeans
that there is sufficiergaupplyto build a business, but just barely. There is some
potential to draw animals from north Humboldt and southern Curry couflies.
alternative selected needs to be reviewed carefully with an eye to meat animal
populations.

Acquire assistance to create dpuastion plans for the desired alternative. The
plans in this document are a good place to Stmt.federal and state authorities
to review planwvery early on

Acquire assistance to prepare the &P and SSOP.he plan must be prepared by a
graduate oin FSIS recognized program.

IV. Solidify a marketing strategy

Draw upon the numerousstributionopportunities for getting the product dat
consumers

Focus on developing a solid distribution netw@kles will drive everything.
Without sales and the @ans to distribute prodydchemeat processingperation
will fail.

Consider addition of a retail sales outlet after a period of operating the processing
plant and getting distribution channels in place.
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V. Develop a relationship with federal, state archl@uthorities.
Absolutely critical for success is an-gning good relationship with regulators.
VI. Acquire themeatprocessing facility
Build from scratch and/or buy the necessary equipment.
Gain approval from all levels of inspections.
VII. Operatetie meat processing plant

Carefully monitor every detail to ensure rapid growth in learning how to operate
the meat slaughter and processing business.

In summary, Del Norte can do thigluch diligent, hard work is ahead.
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DEL NORTE MEAT PROCESSING AND RETAIL FACILITY
FEASIBILITY ASSESSME NT

FEASIBILITY STUDY PURPOSE ANDINTRODUCTION TO THE CHALLENGE

Request for Proposal Scope of Work

In this Feasibility Studyou will find a respons® the 7 areas posed for evaluation in the

Request for Proposal issulkd the Del Norte Resource Conservation District on April 26, 2010.
We address those topics and provide a thoroughsresdarched analysis and synthesis that
substantially goes beyond the original Scope of Wasksuch, it includes a comprehensive set

of guidelines and background materials as a reference to help guide the implementation efforts

The topic isquitecomplex. The Consultant recognizes the scarcity of funds for this exploring the
matter at hand, especially when other feasibility studi¢isi®imagnitude have ranged well into

the mid$200K range. Schis feasibility studydeliberatelybuilds off of the work of others,

which we attempt to fully attributédaroughout this document, as this process has been repeated
many times in the USAt alsoincludes original discovergnd workparticular to Del Norte

Theinitial 7 area®f investigationinclude:

1. Determine if a meat slaughtering, processing, packaging and market retail facility is feasible
in Del Norte County, California.

2. Provide markéng recommendations for a successful venture, includiagarching the

feasibility of grass fed beef produced locally marketed withraa t ur al beef | abel

options could include joining an existing natiowmafjanization with a natural beef label,
joining an existing regional organizatiomth a natural beef lader creating a new natural
beef label. Specific feasibilityeeds to be determined for the various levels of production
including:

a) Management requirement s tahdartiseirelfiding pasturee e t
feed mix, vaccines, antibiotic use and restrictions, age, weight, sex, cattle breeds, timing
for sale, minimum number of cattle, etc.

b) Transport requirements

c) Processing requirements

d) Marketing requirements

e) Administrative requiren@s

f) Capital investment requirements

3. Locate available sites, complete preliminary design and develop cost estimates for the
construction of a processing and retail facility. This task will include a discussion of
alternative facility designs, such as metslaughtering vs. fixed site, as well as a thorough
explanation of all health and safety requirements.
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4. Evaluate organizational possibilities for the facility, including, but not limited to, traditional
cooperative, new generation cooperative, coopeedtgal considerations, C Corporation, S
Corporation, and a limited liability company.

5. Evaluate and explain Business Plan Financials, including but not limited to,ustatsts,
operating costs, revenue projections, first year financial statemenfivangear financial
forecast. Determine how many jobs will be supported by a processing and retail facility
enterprise.

6. Provide project alternatives, including but not limited to, sale of prepared meats,
incorporating other local agricultural product:jic or por at i ng tnladketawwe k|1 y f
including products from Oregon.

7. Research and recommend sources for project implementation funding.

Feasibility Study Purpose

Feasibility studies can be useful for many situations, but they are typoaltiicted for new
businesses, major expansions and entry into new enterpresesbility studies can either be
conducted before or while writing a business plabusiness plan answers the questioi o w
will we devel op tAlfeasibilitystugdy@rewdds ab abjedtive ehiguat? o
analysis of the viability of the business idea and focuses on answering the essential question,
AShoul d we pprroocpecesde dwi pt Tine actkitests of thid stuay?ace directed

toward answering thiall-important question.

As such, the purpose of this study is to evaluate the feasibility of establishing an entity to

slaughter, process and market locally grown meat products in Del Norte county. This study
examines five areas of feasibiltyeconomics, m&ets, technical matters, financial viability and
management. Additionally, a goal of this study is to gage the interest level of produdets in

Norte County in forming a business entity to slaughter, process and market their livestock. This
scope of wak addresses ALL meat processing opportunities (i.e., cattle, lamb, goat, chicken,
turkey, rabbit, emu, etc.) but with an emphas
assess other meat potentials).

Locally raised meat products are shippatiaf Del Norte County for slaughter and processing.

This meat may or may not come back to the area for resale. There is a growing trend to grow and
sell county products locally. This trend could provide area producers the opportunity to sell their
producs to regional markets, restaurants and other area resellers, while creating jobs, adding
value to their product and reducing distribution costs. It also is an opportunity to supply the meat
needs of the locavorenovement.

! fLocal food(alsoregional foodor food patriotisn) or thelocal food movemeris a "collaborative effdrto build

more locally based, settliant food economiesone in which sustainable food production, processing, distribution,

and consumption is integrated to enhance the economic, environmental and social health of a particular place" and is
consideredo be a part of the broader sustainability movement. It is part of the concept of local purchasing and local
economies, a preference to buy locally produced goods and services. Those who prefer to eat locally
grown/produced food sometimes call themseleeavoresor localvores Bttp://en.wikipedia.org/wiki/Local food
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The study includes an evaluatioheconomic and market opportunities; what types of jobs will

be created, how many will be needed and the indirect jobs resulting from reselling locally grown
meatsCritical to the success of a small scale meat processing facility in Del Norte County is
an understanding of the supply, demand, distribution channelsgaildogistics of
marketinglivestock and poultry. Ultimately, this should lead to a more direct marketdhain

fewer intermediarigs from farmer to consumer in Del Norte County and, henceenocal
dollarscirculating in local communities.

Methodology

Use of Existing materials

We are fortunate in that 1) this has been done before and 2) there are very recent, credible, in
depth studies (including studies done in northern California). Abenmf studies and high

gual ity resources already exist, a number of
studies and white papers. These existing-petpared and researched resources can serve as a
starting point for this feasibility styd. As such, we madimenetveery ef for

wheel 0 wh er eResearchmesadirees soeshaosvie in the footnotes can be found at
http://www.jirwinconsultingcom/delnortesmallscalemeatprocessing.tims a long list!

Demand for Slaughter and Processing Sen&asey
We conducted Bemand for Slaughter and Processing Sengasey(nonrandom) in
October and November, 2010. Six different ways to respeare provided, including:

1) A Word document to print scan and/or send by email or regular mail

2) A Word form to fill in, save and email or print and send by regular mail

3) A PDF to print, fill out, scan and/or send by email or regular mail

4) A fillable PDF formto type in entries, save, print, scan and/or send in by
email or regular mail

5) An online Survey Monkey survey form

6) Paper surveys sent to over 80 addresses obtained from the Del Norte Resource
Conservation District, referrals and the Livestock Subsidy Ratb

The producer survey assessed the following:

Location
Livestock production
Time in the livestock industry
Potential and interest to raise livestock for slaughter and processing
Harvest capacity(all species)
o0 How many animals do you harvest per year?
0 How many animals do you harvest in eaem@nth period?
o How many animals could you harvest in the future with better access to a reliable
USDA- inspected facility?
Current slaughter location(s)
Miles traveled (one way)
Estimated cost per animal for slaugh(@l species)
If a new slaughter facility were to be established, what qualities would it need for you to
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choose to bring your animals there

Current meat processing location

Miles traveled (one way)

Estimated cost per animal fprocessindall species)

If a new processing facility were to be established, what qualities would it need for you

bring your animals there?

Where do you currently sell your finished meat?

What characteristics do you use to market your product?

Interest in selling whole animabr cut/wrapped

If the slaughter/processing facility were to manage the transportation of live animals from

farmto facility, would you find this helpful?

Interest in investing in a slaughter facility

e If a cooperative or other form of business entitjoohl producers was established to
slaughter/process and/or market livestock products, what functions would you want this
entity to do for your farm/ranch?

e Othercomments?
Contact information

SurveyPublicity

A well-advertised public meeting was heldatanounce the survey and to address any questions
that may have come up. Two tweolumn notices were published twice in October, 2010 in The
Del Norte Triplicate and the Curry Coastal Pilot.

We also had an above the fold front page article publishe@ ifirtplicate. In each of these, full
consultant contact information was provided.

Faceto-face meetings

A well-publicized meeting open to the public and for the purposes of kicking off the survey was

held in October, 2010 at the Del Norte Resources Comsat i on Di stri ct dés head
River. Attendance consisted mainly of DN RCD BOD and a few other interested parties.

Small scale meat processing seminar

Attended a dayong small scale meat processing seminar in Carson City, NV in September,
2010. It was sponsored by the University of Nevada and USDA. The focus was on mobile
slaughter units (MSU) and USDA Food Safety and Inspection Services (FSIS) regulations.
Restaurateurs and other purchasers of meat were presenters as well.

Field investigatio

A number of drives through the counties of Del Norte and Curry, from Klamath to Langlois,
were used to visually inspect herds. These inspections confirmed, as best as possible, the
inventory of meat animals in the two counties.

Far mer 6 s Ma,Dkl&arte, Jasaphin€ and Jagkson counties were also visited over the
course of the summer until fall, when the ceased operations.

2 Triplicate and Curry Coastal Pilot
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How to Usethe Study and Supporting Materials
For many the Executive Summary will be sufficient. For those who wish 1y diglinto the
matter, wedve supplied a wealth of informatio

Theentirestudy and all supporting resourdeppendices, white papers, etrg included on a
CD in the back othe printeddocument. You will also fid thekey research materiatsaterials
posted online abttp://www.jirwinconsulting.com/delnortesmallscalemeatprocessing.htm

Introduction to the Challenge

Across the ountry we see a dramatic decline in the numbenméll slaughter ancheat
processing facilitied This trend includes Del Norte County where there it)8dDepartmenbf
Agriculture USDA) certified slaughterhouse and processing facility.

Across the contry, demand is increasing for meat from cattle, sheep and other animals raised on
the pastures of local and regional farms and ranéhdssatisfying this burgeoning demand is no
easy task. Decades of agribusiness and ecortoenids tilted toward centiriaing animal

agriculture in industrial factory settings have holloweed the infrastructure needed to produce

and market meat close to population centers. The oy, demise of local small slaughter and
processing operations is now preventing farnaaranchers from fully satisfying rising

consumer demand for meat from sustainably rdisedtock.

250
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Figure 18 U.S. Slaughter Facilitie$ Figure 28 Red Meat Slaughterhouses by Employegs

Thisdeclire is part of a general trend in U.S. agricultiv&h slaughter and processing
operationsmore are either going out blisiness or reverting to being custom exempt
operations that are essentially restricted to proceasingals from the small niche fasnand
not putting theaneat into commercial markets. The result is that these high quality meat

3 According to a 2009 report by the consumer rights advocacy group Food & Water Watch, the afistdie and
federally inspected facilities nationwide shrank 20% from 2002 through Re@&ons for the decline vary.
Consolidation is a major factor. As of 2005, nearly 85% of U.S. beef was being processed by the four top
companied Cargill, Tyson, Swit and National Beef Packin§Slaughterhouse options shrink for small farroers
USA Today,http://www.usatoday.com/money/industries/food/2@B27-slaughtehouses27_ST_N.htnMay
2010

* USDA, Livestock Slaughter

®U.S. Census Bureau
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products are not available in most local grocoyes or restaurants. Likewise, the large, out
of-state industrial slaughterhousesexpanding. Federal policappears to have exacerbated
this expansion at the expense of local, small scale federally inspected processing.

The consolidation of U.S. agriculture, which has accelerated in recent decades, is a chain in

which food passes through a number of stepthemath from farmers to consumers;luding

livestock slaughter and meat processing. The trend toward centralized, inchestieafiood

production and processing is characterized to a great degree by firms working in clusters to
control the food systefnr om fit he gene to the supermar ket st
horizontal and vertical integration, as well as global expansion. Both types of integration have

played key roles in reducing the number of small slaughter operations.

Because verydw companies now buy livestock, many farmers and ranchers are forced to sell at
whatever low prices the agribusiness giants offeday, control of the beef market has extended

far beyond 40 percent. By 2005, Tyson, Cargill, Swift & Co. and National Bseing were

slaughtering 83.5 percent of cattl€he control of the market by four firms allows them te ex
ercise a nAndisproportionate influence on not |
quality and location of producticdf

The unpreedented level of markebnsolidation effectively eliminates free market competition

from the way that independent farmers and ranchers sell their animals. One mechanism used by
meatpackers to depress pripasd to ranchers is to buy cattle far in advaoicthe time they are

ready for slaughter. Livestogkices are reduced when packers own the livestock they slaughter

and do not need to use auctions or other open
s u p pad livestsck owned outright by packersamntrolled through contracts with farmers and
rancherd has meant lower pricessealler share of the retail dollar and shrinking livestock

markets for farmers and ranchers.

Meat from federallyinspected meat plants can be smtdoss state lines. In doast,

products from statenspeced plants have been restricted to being sold only witeistateA
rebirth of small slaughterhouses would breathe new life into small communities everywhere,
give farmers and ranchers more options for processing trstaisably raised livestock and
satisfy growing consumer demand for healthy meat products.

For just about any aspeaitfood and farming in the United Statepadtern has emerged: a
movement toward very small, specialty farms that grow for a relatsredll niche market and
with a simultaneaos potential increase for the economy of an.area

We already hear that a large number of northern California meat products travel out of state

to be processed. As s uc h Deniinglddovithtthese gronmi g h ¢
in other areas of the countiyo attempt to segregate and label Del Norte product is in effect.

What comes back to Del Norte consumers is from anywhere in the adunhbgs been said

*AConcentrati omar &flendriphsdn,dMuand Wi. Hefférnamyww.nfu.org/issues/economic
policy/, April 2007
‘lbidAiConcentrati Mar&fetAgricul tur al
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that a single pound of commercially available hargbumay contain the meat from as
many as 1,200 animal®mni v or e 6,9olad). | e mma

Evidence appears to support a hypothesis that Del Norte County jobs also are shipped out of
state along with the highuality animals.

The combination of a meat slaughng, processing, packaging and market réailities may be
feasible in Del Norte Countiobile slaughter facilities take thisodel one step further and

bring a kill floor in the form of a trailer to the farm for handling the slaugiresite. The

success of a few of these projects nationally has resulted iHestaténitiatives across the

country to explore the feasibility of such facilities, determine the level of producer interest, and
provide ameans for licensing their operation.

Del NorteCounty is at a point where an understanding of how introducing a federally certified
slaughterhouse (fixed or portable) could breathe new life into local economies, give farmers
and ranckrs more options for processing their sustainably raised livesholc&adisfy

growing consumer demand for locally grown healthy meat products.

This study seeks to understand the myriad factors of establishing a solvent and sustainable
federally certified slaughterhouse (fixed or portable) in Del Norte County and theatgis
regionallyd direct and indire@ of supply, demand, distribution channels and legal logisfics
marketing livestock and poultnplso considered is a nefiederally certified custom slaughter
and processing approach.

This is a very complex topic i many facets to comprehend before making an investment
decision. As such, the reader will find this study cewelot of territory, placing in one
document a full range of resources to assist in deemiaking.

Despite the odds stacked agathsim,some small slaughterhouses and processors are finding
ways to survive.

STAKEHOLDERS

Definition
Persongroup or organization that hadirector indirectstakein an organization because it can
affector be affected by therganization'sictions objectives andpolicies®

Key stakeholders in Busines®rganizationncludecreditors customersdirectors employees
governmen{and itsagencie} owners(shareholdens suppliers unions and thecommunity
from which the businesdrawsits resourcesAlthough stakeholding is usually selfegitimizing
(those whgudgethemselves to be stakeholders dedactoso), all stakeblders are not equal
and different stakeholders aatitledto differentconsiderations

8 http://www.businessdictionary.com/definition/stakeholder.html
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Del Norte County and Regional Stakeholders
For purposes of this feasibility study we include the following as stakeholders:

e Producersd Ranchers, farmers;H¥ and anyone growing animals for meat.
Distributors 8 Wholesalers, brokers and anyone involved with the lagistnd
distribution of meat products.

e Consumer® Retail purchasers of meat products (direct from the producer or over a
counter), farmer s mar ket s

¢ Interested Partiesd Healthy food advocates, food and nutrition advocates and anyone
that has an interest, ditear indirect, in the productigmprocessing, distribution,
preparation and consumptionragat.

CURRENT MEAT PROCESSING AND SALES STATUS

National Animal Inventories and Processing Capabilities

January 1 U.S. Beef Cow Inventory
Milion 1930-2010
5(') 2010 Inventory 31,375,900 |
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Figure 30 Beef Cows: Inventory on January 1 by

2008 U.S. Beef Cow Operations & Inventory
Total Operations during 2009 - 753,000

# of Operations (000) % of Inventory
800 i
600 ’
400 ||
200
1-49 Hd 100-499 Hd
50-99 Hd 500+ Hd

Il Number of Operations Il Percent of Inventory

‘‘‘‘‘‘

Figure 56 Beef Cows: Operations and Inventory by  Figure 65 Cattle: Commercial Slaughter Number of
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® http://www.nass.usda.gov/Charts_and_Maps/Cattle/bcow.asp

10 hitp://www.nass.usda.gov/Charts_and_Maps/Cattle/acbc_ops.asp

™ http://www.nass.usda.gov/Charts_and_Maps/Cattle/bcow_ops.asp
12 http://www.nass.usda.gov/Charts_and_Maps/Livestock_Slaughtealdsh asp
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Figure 108 Heifers: Federally Inspectal Average

Dressed Weight by Month and Yeaf®

Milion Paunds
4500

US. Monthly Commercial
Red Meat Production

(]
L]
4000

USDANASS
10-22-2010

—— 08 —+—a010

dan Rb Mar Aor My dume  Juy  Aug Bpt Ot v Dt

Figure 118 Livestock Slaughter: Red Meat Production by Month and Year,200910"

13 http://www.nass.usda.gov/Charts

and_Maps/Livestock_Slaughter/calvwgx5.asp

1 http://www.nass.usda.gov/Charts

and_Maps/Livestock_Slaughter/cadrwgx7.asp

15 http://www.nass.usda.gov/Charts

and_Maps/Livestock_Slaughter/stdrwgx9.asp

18 http://www.nass.usda.gov/Charts

17 http://www.nass.usda.gov/Charts

and_Maps/Livestock Slaughter/hrdrwg10.asp
and_Maps/Livestock Slaughter/rdmtprod.asp
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National Meat Processing_ocations™®

FSIS is making available six mafrgext pages)two for cattle (all adult market classes of cattle

and heavy calves); two for swine (all market classes); and two for young chickens. Map A for
each species shows the déas of small producers for every county in the United States: the
darker the shade of blue, the greater the number of producers in that county. The producers
enumerated are small, with an approximate annual income of $250,000 or less. Overlaid in Map
A are the locations of smallaughter establishments for the species in queStion.

Map B for each species again shows the locations of small slaughter establishments, but shades
only the counties where both (1) the number of small producers is equalreatarghan the
approximate median for that species, per county, and (2) there is no slaughter establishment.
Thus, the crearaolored areas on Map B for each species indicate counties that either have a
number of producers lower than the national medidrave a slaughter establishment for the
species in question. In short, Map B shows counties with relatively large concentrations of small
producers of a species, but no slaughter establishment.

In all of the maps, the following types of slaughter faetitarenot shown:

o facilities that conduct only custom slaughter operations;

o facilities that slaughter only species not subject to mandatory inspection under the
Federal Meat Inspection Act or the Poultry Products Inspection Act (PPIA); and

o facilities that slaughter poultry only under one of the exemptions in the PPIA.

Hogs and Pigs
(Map A) %

Small Slaughter Small Farms

blishments 0-3

=g T {2l
& \‘q
- |
kY Small Slaughter  small Farms
: i 0-3
%‘ @ 4=g W193-A00

&
W © Federal - 556 musq-113 EM401 - 950

A 0 Wm22-43
® O State - 656 014192 EEOS4 - 2,404 .'-s. ‘ ® Federal - 535 a;:?| 44 - 89
. ) o State - 679 MNi2-21 mW90-188

Map 16 U.S. Small gl;;:ghter Establishments: Map 26 U.S. Small Slaughter Establishments: Hogs

and Pigs

18 Slaughter Establishment AvailabilityUpdated Maps,

http://www.fsis.usda.gov/PDF/Slaughter_Estaladdl 080910.pdAugust 9, 2010

“The establishments shown are all either fAsmall o or
ASmal |l 6 sl aughter establishments have between 10 and
fewerthan 10 employees or less than $2.5 million in annual sales. For some establishments without specific size
data, we have assumed they are small or very small. ibid, Slaughter Establishment Avdilbipiigted Maps
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Counties with no small cattle slaughter facility
and 143 or more small cattle farms (Map B)

Cattle
Small Farms Small Slaughter
143-235 Eqablishments =
Small Slaughter  Small Farms B 236 - 356 %o P
7 0-3 o33 B 359-s2s @ Federal- 356 NOTE: Alaska and Hawai aa o shown &
- pES o feder-94 U7 pmyes W sora O Saeoos e
) o State-27  mmi3-21 mmi21-134 B 780-1268 . . = )
Map 38 U.S. Small Slaughter Establishments: Map 43 U.S. Counties with No Small Slaughter
Chickens Facility: Cattle
Counties with no small slaughter facility Counties with no small chicken slaughter facility
and 11 or more small hog and pig farms (Map B) : - and 4 or more small chicken farms (Map B) Pl

’ V ® ud‘ ‘ 4 \ 3 I
; v‘ g ® o ' ‘, bLh
of 3
[\ Lot o (gt : 9,
- r
Hogs and Pigs Chickens
Small Farms Small Farms

Small Slaughter Small Slaughter

— ;: : zz Establishments — '; g ?6 Establishments
I 39-58 @ Federal - 535 and no aughter facilities, . 7 - 30 ®, federal=33> .NO‘IE: Hawaii County, Hawaii and Anchorage
oo O Swe 67 st e 123 ERCEEEE e o T ot s i
. 09 - 188 farms and no small hog slaughter facility. 2134
Map 58 U.S. Counties with No Small Slaughter Map 68 U.S. Counties with No Small Slaughter
Facility: Hogs and Pigs Facility: Chicken

Regional Animal Inventories
Del Norte County Crop Report

Sheep,
Year Cattle | Calves| Lambs
2008| 11,450/ 3,510 290

2009 8,750/ 2,720 310
Figure 128 Del Norte County Crop Report®

There appears to be a notable decline in Cattle and Calves production from 2008 to 2009.
Sheep and Lambs increased in the same period.

20 Del Norte County Crop ReporKenneh R. Smith, Agricultural Commissioner, August 2010
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The following tables showin%animal inventories are sourced frord8i2A National

Agricultural Statistics Serge.

numbers.

Note the discrepancy between the federal and county inventory

A drive through Del Norte County in the fall to visually count cattle suggest the real number of
cattle is somewhere between the reported inventories. Further muddying therywembbers
are responses from producers on a couple of occasions. When asked how many cattle they held,
the number varied each time they were asked.

So we dondét really know exactly howMMowenemy
for purposs of this study, we will use the federal numbers in calculagoss t hey see
enougho for this | evel of assessment
Federal Animal Inventories
Del Norte County, California
Yeal| Cattle All |[Beef Cow|Milk Cows
2003 7,000 heal1,500 hea
2004 6,000headl,000 hea
2003 10,000 hea
2004 10,000 hea
2004 11,000 heg1,000 hea(3,000 hea
200¢ 12,000 heg1,000 hea
2007 14,000 heg1,000 hea
200¢ 14,000 heg1,000 hea(3,900 heal
2009 14,000 hea
201( 17,000 heg1,000 hea
Table 16 Del Norte County, California, Cattle and Calves
No Del Norte County data for chickens, goats, hogs & pigs or sheep
know this not to be true based on student sales at the fair.
Humboldt County, California
Year| Cattle All BeefCows | Milk Cows
2001 71,000 heg 21,000 heg 16,800 heag
2002 70,000 heg 22,000 heg 16,700 heg
2003 63,000 heg 22,000 heg 17,000 heg
2004 60,000 heg 22,000 heg 16,000 heg
2005 62,000 heg 20,000 heg 16,100 heg
2006 55,000 heg 20,000 heg 16,200 hed
2007 54,000 heg 20,000 heg 14,200 heag
2008 57,000 heg 17,000 heg 14,400 heag
2009 54,000 hea 14,900 heg
2010 52,000 heg 16,000 heg 15,100 heg
Table 26 Humboldt County, California, Cattle and Calves
No Humimldt County data for chickens, goats, hogs & pigs or sheep.
2 hitp://www.nass.usda.gov/QuickStats/PullData_US_CNTY.jsp
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Siskiyou County, California

Year Cattle All Beef Cows | Milk Cows
2001 67,000 heg 34,000 hea 1,700 hea
2002 63,000 heg 31,000 hea 1,900 hea
2003 65,000 heg 35,000 hea 1,500 hea|
2004 62,000 heal] 34,000 hea 1,500 hea|
2005 64,000 heg 33,000 hea 1,600 hea|
2006 60,000 heg 33,000 hea 1,500 hea|
2007 58,000 heg 34,000 hea 1,400 hea|
2008 56,000 heg 30,000 hea 900 hea
2009 53,000 heg 32,000 hea 700 hea
2010 53,000 heg 30000 hea| 600 hea

Table 36 Siskiyou County, California, Cattle and Calves

No Siskiyou County data for chickens, goats, hogs & pigs or sheep.

Curry County, Oregon

Yeal| Cattle All |Beef Cow: Yeat|All Sheep and Lamb
200( 9,800 hea 200( 16,000 heg
2007 10,000 hes 2001 20,000 hea
2002 10,000 heg| 4,500 hea 2002 21,000 hea
2004 6,000 heal 3,100 hea 2003 17,500 heg
2004 7,300 heal 3,600 hea| 2004 13,000 heg
200% 7,600 hea| 4,600 hea 200" 14,500 heq
200€¢| 7,500 heal 4,700 hea| 2006 12,000 hed|
2007 6,000 heal 4,000 hea 2007 12,000 heg
200§ 8,000 heal 5,000 hea 2008 16,400 heg
2009 7,300 heal 4,900 hea 200¢ 16,000 heg
201( 9,000 heal 5,300 hea| 201( 20,000 hea

Table 48 Curry County, Oregon, Cattle and Calves
No data listed for chickens, goats or hogs & pigs.

Table 58 Curry County, Oregon, Sheep
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Coos County, Oregon

Yeal

Cattle All

Beef Cows

Milk Cows

200(

20,000 hea

12,000 hesa

5,000 hea

2001

19,000heac

10,000 hea

2,800 hea

200z

19,000 hea

10,500 hea

2,900 hea

2003

19,000 hea

8,000 hea

2,600 heal

2004

19,600 hea

10,000 hea

2,400 hea

2008

20,200 hea

9,000 hea

2,900 heal

200¢

20,000 hea

9,000 hea

3,200 hea

2007

18,000 hea

8,500 lead

3,500 hea

200¢

20,000 hea

10,000 hea

2,900 hea

200¢

20,000 hea

9,000 hea

201C

17,700 hea

9,000 he

3,000 hea

Table 66 Coos County, Oregon, Cattle and Calves
No data listed for chickens, goats or for hogs & pigs

Douglas County, Oregon

Yea

Cattle All

Beef Cows

200(

54,300 heza

26,000 heg

2001

54,000 heza

20,000 heg

2002

53,000 hea

18,000 hed

2003

51,500 hea

20,600 hea

2004

49,000 hes

18,000 hed

2004

50,000 heza

20,600 hea

2006

48,000 hes

20,000 hea

2007

41,000 hes

17,400 hea

2008

49,000 hes

21,000 hed

2009

47,000 hea

20,600 hea

201(

50,500 hea

21,000 hed

Table 96 Douglas County, Oregon,

Table 80 Douglas County, Oregon,
Cattle and Calves
No data for chickens or goats.

Yea|All Sheep and Lamb
200( 12,000 hedq
2001 17,000 heg
2002 16,500 heg
2003 13,000 heq
2004 10,000 heq
2005 10,000 heq
2006 10,400 heg
2007 7,000 hea
200§ 9,500 hea
2009 9,700 hea
201( 10,000 heq

Table 76 Coos Gunty, Oregon, Sheep

Yea

Hogs All

2001

1,000 hea

200z

900 hea

2007

1,200 heal

2004

1,200 hea

200%

1,100 hea

200¢

500 hea

Hogs and Pigs

Student Animals Sold and Processed Thraba@010 Faf?

Figure 130 Student Animals Sold/Processed at 2010 Fair

22 Janet Jones, Del Norte County Fairgrounds, November 2010

RevisedMarch 7, 2011

Yeall All Sheep and Lamb
200( 28,500 heg
2001 29,000 heg
200z 30,000 frac
2003 34,500 heg
2004 34,400 hesg
200¢ 34,200 heg
200¢€ 30,000 heg
2007 30,000 heg
200¢ 26,600 heg
200¢ 27,500 hesd
201( 27,000 hesd
Table 100 Douglas County,
Oregon, Sheep
Page40
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