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Commercial Cattle Feedlot

DRAFT BUSINESS PLAN

Business Description
Commercial Cattle Feedlot is a member owned 5,000 head custom feedlot located near Anytown, Iowa, that provides professionally managed, specialized cattle feeding and management services to its members. Commercial Cattle Feedlot (CCF) assures access to competitive markets, timely information, and emerging technology for cattle producers in REGIONAL Iowa to improve their competitive position in the important value-added industry of producing high quality beef.  CCF is operated as a service oriented cost center with operating profits being distributed to the producer owners.

CCF is a newly formed value-added business designed to provide services to its member owners.  The first manager and board of directors will be responsible for raising capital, selecting a site, and building the feedlot.  The ability to identify needs of producers in the area and provide services to efficiently fulfill these needs will be the foundation of CCF.  Specialized labor and management, an integrated performance and marketing information system, and the ability to attract competitive bids for both cattle and inputs will keep owner members competitive in the rapidly changing cattle industry.  The 5,000 head capacity will market approximately 10,000 fed cattle per year, consuming 540,000 bushels of corn and 2000 tons of hay a year and employ 5 full time employees with an initial payroll of over $150,000 a year.

Mission Statement:


To be developed by interim board of directors.

Goals:

Add value to locally produced calves and feedstuffs by building and operating a competitive commercial sized feedlot utilizing specialized management services.

Provide information to allow cow owners to monitor and improve the genetic make-up of their herd to produce a higher quality beef product profitability.

 Initiate or facilitate targeted marketing of owner’s cattle to meet narrowly defined processor specifications and there by increasing the net selling price.

CCF provides its members services available in commercial feedlots including specialized cattle feeding and management.  Professional cattle feeding consultants will assist on-site specialized management and staff.  The commercial size of this feedlots will allow it to better attract competitive bids for cattle, hire and retain superior management, and utilize a wider variety of feedstuffs at affordable prices.  CCF will also help producer members collect, store, and analyze production, marketing and financial information on their cattle. Owners equipped with this detail information can make significant strides in adding value to their cattle and feedstuffs in southern Iowa, and they will be ahead of the industry as it moves to value based marketing.

Management

Key personnel:

Central to the success CCF is a competent manager and staff.  The initial manager will be under the supervision of the interim board of directors and will be responsible for start up and operation of CCF.  These start up responsibilities include:


recruiting and establishing membership


securing an appropriate site for the facility


acquiring bids for equipment and construction


acquiring financing and working with lenders


hiring and training additional staff

The manager is responsible for the day-to-day operations of the feedlot including:


supervision and evaluation of staff


procurement of feedstuffs and other necessary materials 


marketing of members’ cattle


communicating with members about their cattle


provide orderly and timely reporting of information to the board


pay bills in a timely manner


assist with the daily operation of the feedlot


be a visible and positive spokesperson for CCF and the Iowa beef industry

Other staff:

Although in a small operation such as CCF it is necessary for individuals to assist one another  for the efficient function of the feedlot, some responsibilities will be assigned to particular staff.

Cattle assistant primary responsibility will be to monitor animal health and performance and to treat cattle when needed. 

Feed assistant primary responsibility will be preparing rations and delivering it to the cattle.  This person will also monitor feed inventories and quality.

Maintenance assistant primary responsibility will be to service and repair equipment and facilities to ensure their proper operation.

Office assistant’s primary responsibility will be to maintain performance and financial records,  communicate with members, and assist the manager is preparing reports to the board and members.
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Board of  Directors

Members will elect a five person board of directors to oversee the operation of CCF. The board is responsible of setting operational policy for CCF, hiring and evaluating the manager, financial management, and serving the best interests of the members.  The board will elect its own officers.  An interim board will be appointed from the Commercial Cattle Feedlot Task Force to develop the business plan, hire the first manager, and help promote and organize informational meetings about CCF.  Once sufficient memberships are sold to buy a site and begin construction, members will elect five directors to replace the interim board members.  

Organizational Form
The Board of Directors with the help of an attorney will make decisions as to the legal structure, (i.e. Sub chapter S corp, Limited Liability Company etc.), but would prefer to organize as a value added coop.

The CCF committee is recommending that a total of 100 shares be made available. .  Equity for approximately 50 percent of  the land, facilities, and equipment will be raised through the sale of shares to members.  The remaining 50 percent and any start - up cost will be financed by term debt.  The initial offering of shares are estimated to sell for $6,250 each.  See Section 4, Marketing Plan for information of selling memberships.  Although the initial equity requirement is expected to be $6,250 per share, depending on the agreement reached with the lender members will be responsible for at least the full amount of their share.

Marketing Plan
The Interim Board of Directors will hire and provide direction for the first CCF manager and is responsible for recruiting members.  The board and manager are responsible for preparing educational and promotional materials about CCF and for organizing a series of informational meetings for interested individuals.  The manager will call upon individuals that have expressed an interest in becoming members.  Individuals interested in becoming members will be required to pay a $250 per share deposit to fund Phase I.  Phase I funds will go toward legal fees to develop articles of incorporation, to put an option on land for the facility, and perform a site feasibility analysis.  If deposits are not collected on all shares by the predetermined ending date for Phase I the project will be halted and any remaining funds will be returned on a per share basis.  Alternatively, depositors can vote to extend the sign up period.

Once a suitable site that receives a positive environmental audit is identified an additional $3,000 per share will be required to formally purchase the land.  Individuals purchasing shares will elect five directors (two three year terms and three two year terms)  and the new board will proceed with the purchase of the land and review of facility design and bids.  The final installment of $3,000 per share is due within 30 days of the start of construction on the CCF facility.

The interim board will be responsible for recruiting and signing members and keeping the membership informed.  They are also responsible for identifying potential sites and securing bids for facilities and equipment, and will oversee construction once the project begins.

Critical Risks and Problems

CCF faces potential risks and problem from three primary areas.  The first is poor direction and management from the hired manager and the elected board of directors.  A feedlot of this size is a complex business and as a cost center in a service business it must operate differently that a typical farming operation.  Careful selection of an experienced manager and proper education of the elected board are essential to the success of CCF.  The manager and the board will also have to draw upon outside expertise to stay current on industry trends, technological advances, and emerging information.  Failure to adequately invest in continuing education will be costly in the long run.  Meddling by board or non board members in day to day operations of the feedlot is also a risk as well as a deterrent to retaining a good manager.

Input and output prices can pose a major threat to the success of CCF.  While adding value to $2.30/bu corn and $65/cwt calves appeals to most producers, it is less appealing to many when corn and calves are considerably higher.   Maintaining loyalty to the jointly owned cost center can be difficult if owners perceive that it is costing them real dollars.  Providing excellent service to owners and informing of marketing opportunities to improve their value added potential in seemingly unfriendly markets will be necessary.

A third potential problem involves public perception to the environmental and social risk of commercial sized agriculture.  The manager and board of directors must communicate effectively with community leaders and the general public what the plans for the facilities are and what the potential impact (environmental and economic) of the facility is.  Environmental standards adopted should exceed those required by law and common sense.

Services:

Services provided by the CCF will be developed by the CCF board of directors and the manager with input from employees and owners.  A basic description of the specialized management services offered to CCF members would include :


Technical management provided by a professional feedlot manager


Marketing consultations--A marketing service may be offered at 

              additional cost


Pen closeout information on animal performance, feed 

              usage, and production costs


Access to professional feedlot consultation


Cost effective ration formulation


Monitored animal health program


Integrated information system analysis


Additional cost options:



Carcass information



Risk management



Individual animal weights



Sublease service

These services provide specialized management alternatives to members of CCF.  The service options support access to the latest management systems, marketing alternatives, and technology advances.  The competitive position  of the members are improved through the use of the latest available technology, by focusing the management scheme, capturing economy-of-size advantages, and monitoring performance and cost of production factors. 

Production Plan:

CCF will be designed to efficiently manage a one-time capacity of 5000 head of growing/finishing cattle.  To accommodate moderate sized groups, the feeding facility will be developed to have pens that will handle approximately both 80 head and 120 head sized pens.  Projections for CCF are based on establishing the feedlot on a minimum of 80 acres of land.  As a manure management plan is developed, additional land through easements or ownership will be necessary to utilize manure generated from the feedlot system.

The basic design of the CCF facility would include the following:


 Fenceline bunks, and  feeding drive           


Cattle area in the building is  hard surfaced  and outside area is

             partially hard surfaced 


Dirt mounds will be incorporated into pen design to facilitate    

             drainage and manure management  


A covered working area will be developed for individual  animal     

             treatment


An approved waste management system will be developed 

             /incorporated 


Alleys for sorting and movement to loading and working areas will   

             be developed


Sick pens will be included in the design


Emergency water storage of at least one day's usage (>80,000 

             gallons) will be incorporated in the feedlot design

The CCF facility will located in the southwest/south central Iowa area.  Site selection criteria will include the following considerations:


A road system which can support truck traffic


A location which can be developed economically and also 

             meet/exceed  approved environmental regulations and guidelines                    


An adequate water supply with alternative support


Soil types which have low leaching properties

Environmental policy for the CCF will be developed  by the CCF Board of Directors , and monitored by the Feedlot Manager and employees.  General procedures include:


CCF policy is to meet or exceed all Federal, State, and local  

             regulations/guidelines


A manure management plan will be developed to optimize use of 

             manure nutrients


A “Good Neighbor” policy will be encouraged


Management plans will be emphasized which reduce odor, rodents, 

             flies, dust, and other potential nuisances 


Only approved products will be used for maintenance and pest 

             control 


Quality control and inventory procedures will be developed

Financial:

Financial analysis will be based on a previously developed feedlot spreadsheet model.  CCF is treated as a cost center and will collect a pen rental fee and feed and operating cost bill from owner members on a regular basis.  The initial offering of shares is expected to generate approximately 50 percent of the initial cost of land, facilities and equipment.  The remaining 50 percent of the construction loan and a line of operating credit to finance inventory and payroll will be borrowed.
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