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BACKGROUND AND RATIONALE  
 
The entire beef industry has experienced tremendous pressures and changes over the past 
10 years.  Small to mid-sized family farmers, now must manage increasing price 
volatility and downward price pressure, invest in new production and information 
technologies, and find ways to participate in the value created beyond the farm gate if 
they want to survive.   
 
In addition to the changes at the producer level, the changes beyond the farm gate have 
contributed greatly to the current plight of the entire beef industry.  During the past 20 
years, beef packers have chosen to close a number of older and inefficient plants in an 
effort to reduce costs. In addition, few beef packers have chosen to build very large, 
state-of-the-art beef packing facilities to capitalize on operational efficiencies of scale.   
 
These production and processing dynamics have led to two distinct problems in the beef 
industry.  First, with so many plants closing, and an increase in beef production, the 
industry is now faced with a shortage of slaughter capacity during times of increased 
cattle production, thereby dropping the demand, and subsequently the prices, for spot 
market cattle.  On the other side of the supply chain, small processors, food service 
organizations, and retailers can no longer get the personalized and customized treatment 
they once enjoyed from small packing plants, as these facilities have gone out of business 
or have been purchased by integrators.  Most large beef packers are not in a position to 
provide tailored solutions to smaller downstream partners. 
 
These macro trends were dramatically accelerated in 1998.  A strike by packing house 
workers in Canada sent cattle that would normally be slaughtered in Canada across the 
border to U.S. plants at a time when U.S. production was peaking.  The world economy 
was in a slump, reducing the export demand for U.S. beef, and continued plant closings 
in the U.S. further lowered slaughter capacity.  During the fourth quarter of 1998, the 
numbers of cattle to be slaughtered exceeded the slaughter capacity.  Some packers even 
ran Sunday kills in an effort to harvest all the cattle that were available.  Live cattle prices 
on the spot market plummeted to as low as $8/cwt., a level not seen since the Great 
Depression.  The losses continued well into 1999.  By the time the industry returned to 
profitability, producers had lost an estimated $4.2 billion in equity. 
 
Ironically, at the same time producers were suffering through unprecedented losses, the 
retail price of beef was at record high levels as a result of an increased demand for beef.  
This demand could be attributed, in large part, to the extremely effective advertising 
campaign begun in 1985 and funded by producers through a legislative check off. This ad 
campaign featured the slogan.  Trends influencing spot prices for cattle and retail prices 
for beef contributed to a substantial retail-farm price spread for beef products.  In fact, 
during 1998, beef producers were receiving $25 of the $398 of value generated per cattle.  
 
The huge equity losses during 1998-1999 found many producers of all sizes unable to meet 
loan obligations.  A number of highly leveraged operations were sold to vertically integrated 
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food companies.  These sales further reduced the number of cattle available for sale in the 
spot market.  Lenders increasingly required producers to have market contracts in place to 
reduce price risk. These marketplace dynamics have resulted in a record number of cattle 
being controlled by large packers/food integrators.  In fact, as of April 2001, 83% of cattle 
being produced are under captive supply agreements with only 17% available for the live 
cattle spot market. 
 
Smith’s Beef is focused on the market need to supply consistent, safe, quality products that 
exceed consumer expectations. By employing available technology, Smith’s Beef will 
provide traceability from the farm of origin to the end user and will supply feedback to all 
parties involved.  The information generated in this seamless supply chain will be used to 
make immediate improvements in the production, processing, and marketing of beef 
products.   
 
The driving force behind the Smith’s Beef business strategy is linking independent beef 
producers to end consumers.  This link is critical as it is clear that most producer groups do 
not fully understand the business and marketing competencies necessary to market beef 
products to consumers.   
 
To make this vision a reality, Smith’s Beef needs to develop specific business relationships 
and processes that connect the producer to the end consumer.  Four fundamental business 
functions must occur to bridge the gap between independent beef producers’ desire to capture 
a larger share of the processor/food service/retail dollar and downstream food marketers’ 
interest in partnering with independent beef producers: 
 

• Independent beef producers must become more knowledgeable about the entire beef 
value chain to deliver product to the consumer. 

• Independent beef producers need to have consistent access to a well-run, flexible, and 
profitable kill and cut facility.   

• Independent beef producers (and this custom kill and cut facility) must demonstrate 
proof that specific concepts (whether production based, packing based, tracking 
based, or marketing based) have value to downstream customers. 

• Beef product suppliers must demonstrate the ability to be responsive to unique and 
rapidly changing beef consumption and delivery needs. 

 
Based on these assumptions, Smith’s Beef has formed Smith’s Beef of America, LLC, to 
manage a custom kill and cut facility in Eldridge, Virginia to bridge the gap between 
independent producers and downstream food marketers.   
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BUSINESS PROFILE 
 
Smith’s Beef of America (SBA) is a Virginia Limited Liability Company established to 
custom kill and cut beef on behalf of independent beef producers to meet specific processor, 
food service, and retail needs.  SBA is an entity that is owned and controlled by independent 
producers with members in Virginia, Kentucky and Tennessee . SBA will independently 
manage and operate a custom kill and cut plant in Eldridge, Virginia.  SBA leases the 
Eldridge facility from Should-Know-Better Beef Processors. The lease is a lease to own 
agreement and SBA has the option to purchase the facility with 5-day notice until May of 
2007.   
 
VISION STATEMENT 
 
Smith’s Beef of America’s vision is to be a leading custom packing plant producing high-
value, consistent, and safe beef products that meet or exceed the rapidly changing needs of 
consumers, while providing opportunities for independent beef producers to profitably 
harvest and process superior beef.  
 
MISSION STATEMENT 
 
The mission of Smith’s Beef of America is to provide customized slaughter and cutting 
services and assist in the integration of the beef supply chain from producer to consumer. 
 
BUSINESS GOALS 
 
Smith’s Beef of America has established the following key business goals: 
 

1. Manage a profitable kill and cut floor, enabling SBA to purchase the Eldridge facility 
from Should-Know-Better Processors within one year and providing Smith’s Beef the 
opportunity to expand its shareholder/supplier base. 

2. Develop effective business processes, which allow this plant to be used at full 
capacity for producer groups and/or meat processor/customer groups in a profitable 
manner for all partners; specifically manage the introduction and exit of user groups 
through the facility. 

3. Develop new beef products of value to downstream customers. 
4. Provide producers with opportunities to capture value from all parts of the cattle 

(meat, viscera, offal, etc.) and from all types of beef raised. 
5. Integrate necessary supply chain management principals and tools into the operational 

management of the plant to meet the increasingly demanding needs of meat 
processor, food service, and retail customers. 

6. Provide a positive work environment, which supports the principles of Smith’s Beef 
and enables SBA to attract and retain superior employees as an equal opportunity 
employer. 
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7. Develop and implement in–plant standard operating procedures, HACCP protocols, 
and safety standards required to ensure worker and product safety. 

8. Implement procedures that enable Smith’s Beef of America to be a positive steward 
regarding environmental issues. 

 
 
SBA’S PROPRIETARY POSITION 
 
Market Demand.  There is no doubt that the American public is becoming more discerning 
about the origins of the food supply.  Locally grown and natural have become catch phrases.  
SBA is ideally placed to fill the ever growing demand for locally grown and naturally 
produced beef. 
 
Customer Service.  Customer service is also critical in today’s market.  Market research by 
SBA shows that retailers are not satisfied with their current suppliers product, service or 
attitude.  SBA will offer top quality products  combined with excellent service and a “will 
do” attitude. 
 
Consumer Preferences.  Consumers like to know where their food comes from.  Who better 
then, than the local producer, members of the local community, to promote local produce.  
SBA is owned by the farmer in the community and processes and offers locally grown 
product. 
 
Freshness of product.  Our produce is grown and processed locally.  This means that not 
only is our meat fresher, but we also have the added advantage of cheaper freight allowing us 
to offer a better product at very competitive prices. 
 
Security.  Our product is locally grown and processed.  This not only secures a consistent 
supply of beef, but also ensures that our communities can be assured that it is safe and 
wholesome 
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BUSINESS MODEL 
 
LEGAL ORGANIZATION 
 
Smith’s Beef of America is organized and incorporated in Virginia as a  Limited Liability 
Corporation.  All members shall be given preferential treatment in the option to acquire 
usage rights for the Eldridge facility. 
 
Smith’s Beef of America shall manage its own operational and fiscal responsibilities subject 
to governance by the Smith’s Beef Board of Directors as set out in the operation agreement. 
 
 
 
PRODUCTS AND SERVICES PROVIDED 
 
Smith’s Beef of America will manage a custom kill and cut facility providing the following 
core products and services to beef producers and customers of beef: 

 
1. SBA will design, deliver, and perfect customized value-added beef products in 

response to consumer demand. 
2. SBA will continually research and develop new products for test markets and 

consumer feedback. 
3. SBA will work with cattle producers, producer groups, and wholesale/retail 

customers to design, implement, and manage a production/processing system that 
meets the specific needs of target markets.   

4. SBA will provide clients/customers/consumers the individual attention they deserve 
from a business relationship, product specification, and product delivery standpoint. 

5. SBA will supply needed information into a broader information tracking system, to 
help ensure specific production, handling, slaughter, and packing protocols are 
followed or exceed customer specifications. 

 
 
 
BUSINESS OWNERSHIP 
 
All shareholders of Smith’s Beef shall first rights to use the plant or deliver cattle with defined 
specifications to the plant.  Smith’s Beef is comprised of 210 shareholder-members, all of 
which are independent producers or independent producer groups.  Smith’s Beef estimates that 
the total number of producers represented by both individual and group shareholders is over 
350.  
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PLANT CAPACITY 
 
This facility in its present state has the capability to process up to 60 cattle per day, 5 days 
per week, 250 days per year.  In addition, this plant can be designed to manage specific 
processing contracts in increments less than full plant capacity, but certainly based on sound 
operational business practices.  This flexibility will allow the plant to manage more than one 
particular business relationship at any given time. 
 
TARGET MARKETS 
 
Smith’s Beef of America will hire a marketing manager specifically charged with locating 
output markets for beef processed in this facility.  As a part of the marketing plan, the 
manager will strive to seek out and identify unserved and/or underserved markets both 
domestically and internationally to meet or exceed consumer needs.  Through superior 
product and customer service, Smith’s Beef will establish a quality image that will allow it to 
broaden its reach into existing and new markets for beef and its bi-products. 
 
Smith’s Beef marketing plan will focus its efforts on the following types of customers: 
 

• Other domestic meat processors who have been unable to locate custom kill and cut 
packers who can meet their specific needs and delivery. 

• Domestic regional retail chains that either desire a specific cut of beef, or who wish to 
co-brand a premium product through the SBA plant. 

• Domestic food service companies who wish to provide a high quality, superior, and 
consistent beef product in their restaurants. 

• International markets demanding specialty cuts and custom solutions. 
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FINANCIAL PLAN 
 
FINANCIAL PROJECTIONS 
 
Smith’s Beef of America has calculated monthly profit and loss demonstrating the viability 
of this plant from a financial perspective.  These profit and loss projections are based the 
following assumptions and are included as Appendix A and Appendix B. 
 
Assumptions: 
 

• The plant will begin operations at 25-30 head per day within the first two weeks of 
operation. 

• The plant will operate at approximately 35 head within 45 to 60 days. 
• The plant will operate at approximately 40 head within 90 days. 
• The plant will operate at full capacity  within 180 days. 
• Monthly payments on the Eldridge facility assume $400,000 principal at 7% interest, 

amortized over 10 years. 
• Core expenses detailed have been determined based on running the plant at capacity 

(60 head/day). 
• This model assumes SBA will be paid $30/head for slaughter and $228 for processing 

and cut and packed to specifications. 
 
PROFIT DISTRIBUTION 
 
The initial profits from this plant will be distributed as follows: 
 

1. Debt service 
2. Establishment of a six-month cash reserve 
3. Purchase plant 
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COMPETITIVE LANDSCAPE 
 
KEY COMPETITORS 
 
Smith’s Beef of America has identified the following organizations that will compete with 
SBA in the custom kill and packing business: 
 
Tennessee Custom Packing Company(TCPC)  
 

Profile:   
Located in Smalltown, TN, this facility focuses on kill operations only.  At 
this point, carcasses are moved to other processing facilities located near 
Knoxville. TCPC’s kill fee is $40 per head.  Processing costs at the Knoxville 
facility are $237. TCPC has a daily kill capacity of 250 daily. The most recent 
information available indicates that TCPC is killing around 200 daily, with 
about 30% to 40% of this being boned. The remainder is sold in carcass form. 
TCPC exports a small amount of boned and packaged meat.  

 
Organizational Strengths: 

• One of the few plants in the region that caters to custom packing 
regardless of the volume. 

 
Organizational Weaknesses:  

• Poor management practices, and thus inconsistent/lower quality of 
cut/packaged product in their boning operation. 

• Lacks ability to continually preserve live cattle identity in the receiving 
pen area.  

• Lacks ability to continually preserve carcasses in the cooler area, prior to 
movement to the Knoxville boning location, or elsewhere. 

• Poor handling during carcass transportation to their boning location.  
• Additional costs incurred in having a two-site location.  

 
Kentucky Packing Company (KPC) 

 
 Profile:  

Located in Largetown, KY, KPC’s custom packing fees are comparable, if not 
higher, than Tennessee Custom Packing.  Their main business is in their 
kill/cut/sale of sow and boar meat.  The bulk of their daily boned meat goes 
into commodity combo boxes (1,000 to 2,000lb boxes).  KPC also sells a 
limited number of carcasses. KPC recently started working with a U.S. 
company to sell them viscera/offal for export. KPC also does a little beef 
meat/carcass export.  KPC has lost and gained some of its business to 
Tennessee Custom Packing.  
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 Organizational Strengths:  
• KPC has some very capable operational employees in the plant.  

  
 Organizational Weaknesses:  

• Old, outdated, multi-storied plant that has a great deal of health-related 
issues. 

• When handling custom business, KPC has had problems with clean up, 
prior to packing.  In some cases this added table scraps to natural or 
specialty products.  

 
  

KEY COMPETITIVE ADVANTAGES 
 
In light of competitors’ strengths and weaknesses and the business model designed, Smith’s 
Beef of America has identified the follow key competitive advantages: 
 

• Smith’s Beef of America can provide independent producers greater opportunities 
and access to markets for high-value beef, both domestically and abroad. 

• Smith’s Beef of America, through its efficient plant purchase and management 
approach, can provide high value solutions to the beef supply/value chain on a 
competitive basis. 

• Smith’s Beef of America, by its size, scope, and mission, can provide customers of 
beef products more customized, flexible, and personalized treatment in delivering 
specific high-value beef products. 

• Smith’s Beef of America, through its vision and focus, can work to develop new beef 
products of value to the entire beef supply/value chain. 

• Smith’s Beef of America will design business functions consistent with information, 
product, delivery, and business relationship needs for emerging beef value/supply 
chains. 
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MANAGEMENT TEAM 
Smith’s Beef of America’s management team shall manage the day to day  operational and 
fiscal responsibilities subject to governance by the Smith’s Beef Board of Directors.. 
 
The board of directors offers a wide range of business experiences.  The President, James 
Green, has extensive experience in the custom slaughter and meat processing business.  He 
spent twenty years in the business before returning to the family farm where he operates a 
cow calf unit.  Lynne Downs, Treasurer, has outstanding financial skills.  Before taking early 
retirement, he was principal partner in the local office of Downs Financial Consultants.  The 
board also includes members with diverse agricultural experience including wine, small grain 
and beef production. 
 
Management staff: 
 
General Manager.  Will be hired on a full time basis at a salary, including benefits, of 
$78,000 per year with 3% increases in FY’s 2007-2009.   The General Manager will be 
responsible for the day to day management of the facility. 
 
Marketing Manager.  Will be hired on a full time basis at a salary, including benefits of 
$60,000 per year with 3% increases in FY’s 2007-2009 
 
Production Labor.  Four line workers will be employed at a rate of $10 per hour.  Four 
process workers will be employed at a rate of $16 per hour. 
 
Secretarial Labor.  A full time secretary will be hhired to assist with operations. 
 
Full employment costs are included in the financial statements – see Appendix A.  
 
The mission of Smith’s Beef is to provide leadership in capitalizing on beef merchandising 
opportunities by innovating a knowledge-driven, consumer-responsive, seamless supply 
system that captures increased value for our producer/owners. 
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BENEFITS TO STAKEHOLDERS 
 
Smith’s Beef of America provides the following benefits to key stakeholders: 
 
SMITH’S BEEF 

• SBA provides a specific custom kill and cut plant for producers, producer groups, and 
beef clients/customers/consumers. 

• SBA provides a critical supply chain link in connecting independent producers and 
beef clients. 

• SBA enables producers the opportunity to develop new beef products for the beef 
supply chain, based on consumer intelligence. 

• SBA assists in establishing multiple beef supply/value chains through its marketing 
expertise. 

 
INDEPENDENT BEEF PRODUCERS 

• SBA provides independent beef producers a step to merchandizing beef. 
• SBA will assist in establishing credibility that independent beef producers can bring 

high value beef products to beef customers. 
 
BEEF MARKETS AND CONSUMERS 

• SBA provides beef product customers a customized, personal, and flexible alternative 
to existing beef packers. 

• SBA will provide high value, superior, consistent beef products, based on consumer 
beef attribute requirements. 

• SBA will supply critical functions and information necessary to meet beef product 
customer demands. 

 
COMMUNITY OF ELDRIDGE 

• SBA will manage a custom kill and cut facility employing 10+ people (at capacity) 
from the Eldridge community. 

• SBA will provide the community of Eldridge an employer of high integrity, 
delivering high-quality products of value to end consumers. 

• SBA will utilize an existing facility that otherwise may remain unused. 
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IMPLEMENTATION PLANS 
 
Smith’s Beef of America has outlined the following broad based implementation plans to 
bring this concept into reality. 
 

1. Smith’s Beef of America will lease the Eldridge Plant from Should-Know-Better 
Processors. 

2. Smith’s Beef of America will selectively hire 10 employees (i.e. associates) to carry 
out the mission and vision of the organization.  It is anticipated that this staff would 
kill in the afternoons and cut in the mornings. This size of staff could effectively 
kill/cut 60 head per day.  Incremental improvements in efficiency as well as moderate 
increases in shifts and hours worked, and the addition of 3 more associates can 
increase plant productivity to 80 head per day.      

3. To ensure efficiency, Smith’s Beef will implement  producer commitment contracts 
with all its members to ensure a constant supply of animals to process.  This will not 
only ensure the facility will run efficiently, but will offer the customer a constant 
supply of quality meat product.. 

4. Smith’s Beef is already identifying potential value-added markets for its members 
product.  Contracts in excess of $700,000 have already been secured to supply Tynco 
Supermarket Chain, Brent Wholesale Produce and Mom & Pop, Inc. with custom cut 
and packaged meat.  (see Appendix B for more detail) 

5. Smith’s Beef of America will work to integrate an information system needed to 
effectively manage the beef supply/value chains created.  This system will enable 
tracking and traceability of all products flowing through the Eldridge facility. 
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CONTINGENCY PLANS  
 
It is the intent of Smith’s Beef of America to be a custom kill and cut facility assisting in 
linking its members to specific beef customers.  However, if the strategic intent and 
implementation plans described do not deliver on the goals outlined, Smith’s Beef of 
America has framed the following contingency plans for the utilization of the Eldridge 
facility: 
 

1. If Smith’s Beef of America is unable to secure enough custom kill and cut business 
from its members to operate the plant profitably, it will offer similar services to non-
members to source the necessary cattle with the beef attributes to satisfy a market. 

2. If Smith’s Beef of America remains unable to provide meat and/or custom kill and cut 
services in the domestic market, SBA will pursue contracts with overseas beef 
marketers. (Note:  Smith’s Beef already has contacts  and relationships in the 
overseas markets.  However, these markets generally incur higher costs due to very 
specialized cutting requeirements and higher risk)  

3. If Smith’s Beef of America remains unable to find a profitable marketing 
arrangement with any of the previously mentioned parties, SBA will sell the plant 
assets and the 10 acres of land to another interested investor.  Since the facility only 
consumes approximately 2 of the 10 acres purchased, SBA could potentially sell the 
remaining 8 acres for another use. 
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Page 1 
Statement of Income and Expenses
For the Period Ending 06/30/2002_________________________________________________________________________________________________________________________________

 

_________________________________________________________________________________________________________________________________

TotalJul 2001 Aug 2001 Sep 2001 Oct 2001 Nov 2001 Dec 2001 Jan 2002 Feb 2002 Mar 2002 Apr 2002 May 2002 Jun 2002
 

* Figures are in $
* () values in bracket are negative

Income:_______
 Sales
 Beef Processing 2,808,960144,320 144,320 144,320 204,160 204,160 204,160 235,840 235,840 235,840 352,000 352,000 352,000_________    _________     _________     _________     _________     _________      _________      _________    _________     _________     _________     _________     _________
 Total Sales 2,808,960144,320 144,320 144,320 204,160 204,160 204,160 235,840 235,840 235,840 352,000 352,000 352,000
 
 Cost of Goods Sold
 Beef Processing 580,74329,837 29,837 29,837 42,209 42,209 42,209 48,760 48,760 48,760 72,775 72,775 72,775_________    _________     _________     _________     _________     _________      _________      _________    _________     _________     _________     _________     _________
 Total Cost of Goods Sold 580,74329,837 29,837 29,837 42,209 42,209 42,209 48,760 48,760 48,760 72,775 72,775 72,775
 
 Gross Profit 2,228,217114,483 114,483 114,483 161,951 161,951 161,951 187,080 187,080 187,080 279,225 279,225 279,225
 

_________    _________     _________     _________     _________     _________      _________      _________    _________     _________     _________     _________     _________
 Total Income 2,228,217114,483 114,483 114,483 161,951 161,951 161,951 187,080 187,080 187,080 279,225 279,225 279,225
 
 Expenses:________
 Salaries and Wages 402,32033,527 33,527 33,527 33,527 33,527 33,527 33,527 33,527 33,527 33,527 33,527 33,523
 Employee Benefits 60,3485,029 5,029 5,029 5,029 5,029 5,029 5,029 5,029 5,029 5,029 5,029 5,029
 Payroll Taxes 32,1862,682 2,682 2,682 2,682 2,682 2,682 2,682 2,682 2,682 2,682 2,682 2,684
 Property Taxes 14,8501,238 1,238 1,238 1,238 1,238 1,238 1,238 1,238 1,238 1,238 1,238 1,232
 Utilities 111,7009,308 9,308 9,308 9,308 9,308 9,308 9,308 9,308 9,308 9,308 9,308 9,312
 Supply 31,2502,604 2,604 2,604 2,604 2,604 2,604 2,604 2,604 2,604 2,604 2,604 2,606
 Repairs and Maintenance 12,0001,000 1,000 1,000 1,000 1,000 1,000 1,000 1,000 1,000 1,000 1,000 1,000
 Accounting Cost 3,000250 250 250 250 250 250 250 250 250 250 250 250
 Legal Cost 2,500208 208 208 208 208 208 208 208 208 208 208 212
 Insurance 33,2502,771 2,771 2,771 2,771 2,771 2,771 2,771 2,771 2,771 2,771 2,771 2,769
 Other Expenses 53,5004,458 4,458 4,458 4,458 4,458 4,458 4,458 4,458 4,458 4,458 4,458 4,462
 Depreciation 43,3333,611 3,611 3,611 3,611 3,611 3,611 3,611 3,611 3,611 3,611 3,611 3,612
 Interest Expense - Loans
 
 Facility Loan 27,0932,333 2,320 2,306 2,293 2,279 2,265 2,251 2,237 2,223 2,209 2,195 2,182_________    _________     _________     _________     _________     _________      _________      _________    _________     _________     _________     _________     _________
 Total Expenses 827,33069,019 69,006 68,992 68,979 68,965 68,951 68,937 68,923 68,909 68,895 68,881 68,873
 
 Net Income Before Taxes 1,400,88745,464 45,477 45,491 92,972 92,986 93,000 118,143 118,157 118,171 210,330 210,344 210,352
 
     Income Taxes 574,36447,864 47,864 47,864 47,864 47,864 47,864 47,864 47,864 47,864 47,864 47,864 47,860_________    _________     _________     _________     _________     _________      _________      _________    _________     _________     _________     _________     _________
 
 _________    _________     _________     _________     _________     _________      _________      _________    _________     _________     _________     _________     __________________    _________     _________     _________     _________     _________      _________      _________    _________     _________     _________     _________     _________Net Income 826,523(2,400) (2,387) (2,373) 45,108 45,122 45,136 70,279 70,293 70,307 162,466 162,480 162,492

contd.. in Page2



_________________________________________________________________________________________________________________________________

_________________________________________________________________________________________________________________________________
* Figures are in $
* () values in bracket are negative

Page 2 

TotalQuarter1 Quarter2 Quarter3 Quarter4
(Jul 2002 - Sep 2002) (Oct 2002 - Dec 2002) (Jan 2003 - Mar 2003) (Apr 2003 - Jun 2003)

Income:_______
 Sales
 Beef Processing 1,077,120 1,077,120 1,077,120 1,077,120 4,308,480_________ _________ _________ _________ _________
 Total Sales 1,077,120 1,077,120 1,077,120 1,077,120 4,308,480
 
 Cost of Goods Sold
 Beef Processing 225,372 225,372 225,372 225,366 901,482_________ _________ _________ _________ _________
 Total Cost of Goods Sold 225,372 225,372 225,372 225,366 901,482
 
 Gross Profit 851,748 851,748 851,748 851,754 3,406,998_________ _________ _________ _________ _________
 Total Income 851,748 851,748 851,748 851,754 3,406,998
 
 Expenses:________
 Salaries and Wages 103,598 103,598 103,598 103,596 414,390
 Employee Benefits 15,540 15,540 15,540 15,538 62,158
 Payroll Taxes 8,288 8,288 8,288 8,287 33,151
 Property Taxes 3,712 3,712 3,712 3,714 14,850
 Utilities 28,763 28,763 28,763 28,762 115,051
 Supply 8,047 8,047 8,047 8,359 32,500
 Repairs and Maintenance 3,090 3,090 3,090 3,090 12,360
 Accounting Cost 780 780 780 780 3,120
 Legal Cost 650 650 650 650 2,600
 Insurance 8,532 8,532 8,532 8,532 34,128
 Other Expenses 13,465 13,465 13,465 13,465 53,860
 Depreciation 10,833 10,833 10,833 10,833 43,333
 Interest Expense - Loans
 Facility Loan 6,455 6,324 6,189 6,054 25,022_________ _________ _________ _________ _________
 
 Total Expenses 211,753 211,622 211,487 211,660 846,523
 
 Net Income Before Taxes 639,995 640,126 640,261 640,094 2,560,475
 
     Income Taxes 262,398 262,452 262,507 262,439 1,049,795
 _________ _________ _________ _________ _________
 Net Income 377,597 377,674 377,754 377,655 1,510,680_________ _________ _________ _________ __________________ _________ _________ _________ _________

contd.. in Page3
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Total Total Total
(Jul 2003 - Jun 2004) (Jul 2004 - Jun 2005) (Jul 2005 - Jun 2006)

Income:_______
 Sales
 Beef Processing 4,394,650 4,482,543 4,572,193_________ _________ _________
 Total Sales 4,394,650 4,482,543 4,572,193
 
 Cost of Goods Sold
 Beef Processing 930,589 960,652 991,701_________ _________ _________
 Total Cost of Goods Sold 930,589 960,652 991,701
 
 Gross Profit 3,464,061 3,521,891 3,580,492_________ _________ _________
 Total Income 3,464,061 3,521,891 3,580,492
 
 Expenses:________
 Salaries and Wages 426,821 439,626 452,815
 Employee Benefits 64,023 65,944 67,922
 Payroll Taxes 34,146 35,170 36,225
 Property Taxes 14,850 14,850 14,850
 Utilities 118,503 122,058 125,719
 Supply 33,800 35,152 36,558
 Repairs & Maintenance 12,731 13,113 13,506
 Accounting Cost 3,245 3,375 3,510
 Legal Cost 2,704 2,812 2,925
 Insurance 35,029 35,955 36,906
 Other Expenses 54,231 54,613 55,006
 Depreciation 43,333 43,333 43,333
 Interest Expense - Loans
 Facility Loan 22,804 20,422 17,869_________ _________ _________
 
 Total Expenses 822,887 843,090 863,811
 
 Net Income Before Taxes 2,641,174 2,678,801 2,716,681
 
    Income Taxes 1,082,881 1,098,308 1,113,839_________ _________ _________
 
 Net Income 1,558,293 1,580,493 1,602,842_________ _________ __________________ _________ _________

contd.. in Page4
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Statement of Cash Flow

For the Period Ending 6/30/2002_________________________________________________________________________________________________________________________________

_________________________________________________________________________________________________________________________________

 

* Figures are in $
* () values in bracket are negative

 Jul 2001 Aug 2001 Sep 2001 Oct 2001 Nov 2001 Dec 2001 Jan 2002 Feb 2002 Mar 2002 Apr 2002 May 2002 Jun 2002 Total

 
 Operating Activities__________________
 Net Income (2,400 ) (2,387 ) (2,373 ) 45,108 45,122 45,136 70,279 70,293 70,307 162,466 162,480 162,492 826,523
 Add
 Decrease in 
 Inventory - - - - - - 3,093 2,320 1,804 577 472 394 -
 Depreciation 3,611 3,611 3,611 3,611 3,611 3,611 3,611 3,611 3,611 3,611 3,611 3,612 43,333
 Decrease in
 Account Receivable - - - - - - 21,371 16,029 12,467 3,989 3,264 2,720 -
 Increase in
 Account Payable 48,759 - - 6,004 3,602 2,402 - - - - - - 48,395
 Less
 Increase in 
 Inventory 34,131 - - 4,203 2,522 1,681 - - - - - - 33,877
 Increase in 
 Account Receivable 235,840 - - 29,040 17,424 11,616 - - - - - - 234,080
 Decrease in
 Account Payable - - - - - - 4,418 3,314 2,577 825 675 562
 ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________
 Total Cash from
 Operating Activities (220,001 ) 1,224 1,238 21,480 32,389 37,852 93,936 88,939 85,611 169,819 169,152 168,656 650,295
 
 Investing Activities__________________
 Cash paid for the purchase of 
 Property - - - - - - - - - - - - -
 Other Assets - - - - - - - - - - - - -
 Equipments 800,000 - - - - - - - - - - - 800,000
 Investments - - - - - - - - - - - - -
 Certificates of 
 Deposit - - - - - - - - - - - - -
 ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________
 Total Cash from 
 Investing Activities 800,000 - - - - - - - - - - - 800,000
 
 Financing Activities__________________
 Cash Received  from
 Investor
 Contribution 400,000 - - - - - - - - - - - 400,000
 Loan Proceeds 400,000 - - - - - - - - - - - 400,000
 
 Cash paid for
 Loan principal
 payments 2,311 2,324 2,338 2,352 2,365 2,379 2,393 2,407 2,421 2,435 2,449 2,464 28,639

contd.. in Page5
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Jul 2001 Aug 2001 Sep 2001 Oct 2001 Nov 2001 Dec 2001 Jan 2002 Feb 2002 Mar 2002 Apr 2002 May 2002 Jun 2002 Total

 ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________ ________
 Total Cash from 
 Financing Activities 797,689 (2,324 ) (2,338 ) (2,352 ) (2,365 ) (2,379 ) (2,393 ) (2,407 ) (2,421 ) (2,435 ) (2,449 ) (2,464 ) 771,361
 
 Increase(Decrease)in Cash (222,312 ) (1,100 ) (1,100 ) 19,128 30,024 35,472 91,543 86,532 83,190 167,383 166,703 166,192 621,655
 Cash Beginning of Month - (222,312 ) (223,412 ) (224,512 ) (205,384 ) (175,360 ) (139,888 ) (48,345 ) 38,187 121,377 288,760 455,463 -
 Cash End of Month (222,312 )__________________

(223,412 )__________________
(224,512 )__________________

(205,384 )__________________
(175,360 )__________________

(139,888 )__________________
(48,345 )__________________

38,187__________________
121,377__________________

288,760__________________
455,463__________________

621,655__________________
621,655__________________ 
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* Figures are in $
* () values in bracket are negative

TotalQuarter1 Quarter2 Quarter3 Quarter4
(Jul 2002-Sep 2002) (Oct 2002-Dec 2002) (Jan 2003-Mar 2003) (Apr 2003-Jun 2003)

 
 Operating Activities____________________
 Net Income 377,597 377,674 377,754 377,655 1,510,680
 Add
 Depreciation 10,833 10,833 10,833 10,833 43,333
 Decrease in Inventory - - - -
 Decrease In Account Receivable - - - -
 Increase In Account Payable 26,728 - - - 26,728
 Less
 Increase in Inventory 18,710 - - - 18,710
 Increase In Account Receivable 124,960 - - - 124,960
 Decrease In Account Payable - - - -
 ________ ________ ________ ________ ________
 Total Cash from Operating Activities 271,488 388,507 388,587 388,488 1,437,071
 
 Investing Activities____________________
 Cash paid for the purchase of 
 Property - - - - -
 Equipments - - - - -
 Total Cash from Investing Activities - - - - -
 
 Financing Activities____________________
 Cash Received  from
 Loan Proceeds - - - - -
 Cash paid for
 Loan Principal payments 7,478 7,609 7,743 7,880 30,710
 ________ ________ ________ ________ ________
 Total Cash from Financing Activities (7,478 ) (7,609 ) (7,743 ) (7,880 ) (30,710 )
 
 Increase(Decrease)In Cash 264,011 380,898 380,844 380,609 1,406,362
 
 Cash Beginning of Quarter 621,655 885,666 1,266,564 1,647,408 621,655
 
 Cash End of Quarter 885,666________________

1,266,564________________
1,647,408________________

2,028,017________________ ________________
2,028,017
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* Figures are in $
* () values in bracket are negative

Year3 Year4 Year5
(Jul 2003-Jun 2004) (Jul 2004-Jun 2005) (Jul 2005-Jun 2006)

 
 Operating Activities____________________
 Net Income 1,558,293 1,580,493 1,602,842
 Add
 Depreciation 43,333 43,333 43,333
 Decrease in Inventory - - -
 Decrease in Account Receivable - - -
 Increase in Account Payable 2,426 2,505 2,588
 Less
 Increase in Inventory 1,698 1,754 1,811
 Increase in Account Receivable 7,181 7,324 7,471
 Decrease in Account Payable - - -
 ________ ________ ________
 Total Cash from Operating Activities 1,595,173 1,617,253 1,639,481
 
 investing Activities____________________
 Cash Paid for the Purchase of 
 Property - - -
 Equipment - - -
 ________ ________ ________
 Total Cash from Investing Activities - - -
 
 Financing Activities____________________
 Cash Received  from
 Loans - - -
 Cash paid for
 Loan Principal payments 32,930 35,310 37,863
 ________ ________ ________
 Total Cash from Financing Activities (32,930 ) (35,310 ) (37,863 )
 
 Increase(Decrease)In Cash 1,562,243 1,581,943 1,601,618
 
 Cash Beginning of Year 2,028,017 3,590,260 5,172,203
 Cash End of Year 3,590,260__________________

5,172,203__________________
6,773,820__________________ 

 

contd.. in Page8
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Balance Sheet

As of 6/30/2002_________________________________________________________________________________________________________________________________
 

* Figures are in $
* () values in bracket are negative

 

_________________________________________________________________________________________________________________________________

TotalJul 2001 Aug 2001 Sep 2001 Oct 2001 Nov 2001 Dec 2001 Jan 2002 Feb 2002 Mar 2002 Apr 2002 May 2002 Jun 2002

 
 Asset:_______
 Cash (222,312) (223,412) (224,512) (205,384) (175,360) (139,888) (48,345) 38,187 121,377 288,760 455,463 621,655 621,655
 Investments - - - - - - - - - - - - -
 Certificates Of Deposit - - - - - - - - - - - - -
 Accounts Recievable 235,840 235,840 235,840 264,880 282,304 293,920 272,549 256,520 244,053 240,064 236,800 234,080 234,080
 Inventory 34,131 34,131 34,131 38,334 40,856 42,537 39,444 37,124 35,320 34,743 34,270 33,877 33,877

 Property and Equipment
 Land - - - - - - - - - - - - -
 Building 796,389 792,778 789,167 785,556 781,944 778,333 774,722 771,111 767,500 763,889 760,278 756,667 756,667
 Machinery and Equipment - - - - - - - - - - - - -
 _________    _________     _________     _________     _________     _________      _________      _________    _________     _________     _________     _________     _________
 Total Assets 844,048 839,337 834,626 883,386 929,744 974,902 1,038,370 1,102,942 1,168,250 1,327,456 1,486,811 1,646,279 1,646,279
 
 Liabilities And Net Worth:______________________

 Liabilities:

 Account payable 48,759 48,759 48,759 54,763 58,366 60,767 56,349 53,035 50,457 49,633 48,958 48,395 48,395

 Current Portion of Long-term debt
 Facility Loan 28,805 28,974 29,143 29,313 29,484 29,656 29,829 30,003 30,178 30,354 30,531 30,709 30,710
 Long Term Debt
 Facility Loan 368,883 366,390 363,883 361,361 358,825 356,274 353,708 351,127 348,530 345,919 343,293 340,651 340,651
 _________    _________     _________     _________     _________     _________      _________      _________    _________     _________     _________     _________     _________
 Total Liabilities 446,447 444,123 441,785 445,437 446,675 446,697 439,886 434,165 429,165 425,906 422,782 419,755 419,755

 Net Worth

 Investor Contributions 400,000 400,000 400,000 400,000 400,000 400,000 400,000 400,000 400,000 400,000 400,000 400,000 400,000
 Retained Earnings (2,399) (4,786) (7,159) 37,949 83,069 128,205 198,484 268,777 339,085 501,550 664,029 826,524 826,524
 _________    _________     _________     _________     _________     _________      _________      _________    _________     _________     _________     _________     _________
 Total Net Worth 397,601 395,214 392,841 437,949 483,069 528,205 598,484 668,777 739,085 901,550 1,064,029 1,226,524 1,226,524
 _________    _________     _________     _________     _________     _________      _________      _________    _________     _________     _________     _________     _________
 Total Liabilities And Net Worth 844,048 839,337 834,626 883,386 929,744 974,902 1,038,370 1,102,942 1,168,250 1,327,456 1,486,811 1,646,279 1,646,279
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TotalQuarter1 Quarter2 Quarter3 Quarter4
(Jul 2002 - Sep 2002) (Oct 2002 - Dec 2002) (Jan 2003 - Mar 2003) (Apr 2003 - Jun 2003)

 Asset:_______
 Cash 885,666 1,266,564 1,647,408 2,028,017 2,028,017
 Investments - - - - -
 Certificates Of Deposit - - - - -
 Accounts Recievable 359,040 359,040 359,040 359,040 359,040
 Inventory 52,586 52,586 52,586 52,586 52,586
 
 Property and Equipment
 Land - - - - -
 Building 745,833 735,000 724,167 713,333 713,333
 Machinery and Equipment - - - - -
 
 _________ _________ _________ _________ _________
 Total Assets 2,043,125 2,413,190 2,783,201 3,152,976 3,152,976
 
 Liabilities And Net Worth:

 Liabilities:

 Account payable 75,124 75,124 75,124 75,124 75,124

 Current Portion of Long-term debt
 Facility Loan 31,249 31,800 32,361 32,931 32,931
 Long Term Debt
 Facility Loan 332,633 324,473 316,170 307,721 307,721
 _________ _________ _________ _________ _________

 Total Liabilities 439,006 431,397 423,655 415,776 415,776

 Net Worth

 Investor Contributions 400,000 400,000 400,000 400,000 400,000
 Retained Earnings 1,204,119 1,581,793 1,959,546 2,337,200 2,337,200

 Total Net Worth _________ _________ _________ _________ _________
 1,604,119 1,981,793 2,359,546 2,737,200 2,737,200
 Total Liabilities And Net Worth _________ _________ _________ _________ _________
 2,043,125 2,413,190 2,783,201 3,152,976 3,152,976

 

contd.. in Page10
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Total Total Total
(Jul 2003 - Jun 2004) (Jul 2004 - Jun 2005) (Jul 2005 - Jun 2006)

 Asset:_______
 
 Cash 3,590,260 5,172,203 6,773,820
 Investments - - -
 Certificates Of Deposit - - -
 Accounts Recievable 366,221 373,545 381,016
 Inventory 54,284 56,038 57,849
 Property and Equipment
 Land - - -
 Building 670,000 626,667 583,333
 Machinery and Equipment - - -
 _________ _________ _________
 Total Assets 4,680,765 6,228,453 7,796,018

 Liabilities And Net Worth:

 Liabilities:

 Account payable 77,549 80,054 82,642

 Current Portion of Long-term debt

 Facility Loan 35,309 37,861 40,598
 Long Term Debt
 Facility Loan 272,411 234,548 193,948
 
 _________ _________ _________
 Total Liabilities 385,269 352,463 317,188

 Net Worth
 Investor Contributions 400,000 400,000 400,000
 Retained Earnings 3,895,496 5,475,990 7,078,830_________ _________ _________
 Total Net Worth 4,295,496 5,875,990 7,478,830
 Total Liabilities And Net Worth _________ _________ _________4,680,765 6,228,453 7,796,018
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