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TARGET DAIRY FARM

Target Dairy is a family owned and operated farm
located south of Burlington, NC. The dairy bottles
fresh non-homogenized, old-fashioned cream top
milk.

The dairy is one of the few producer/processor
dairies in the state. The 70 cows on the farm spend
the day roaming green pastures and are individually
cared for by the owner, his family and employees.
The dairy's milk is currently sold at a local co-op
grocery store.




-Unique product offering
-Existing equipment and
production can be reused
-Good established
partnerships

-Growing demand for
locally produced foods
-Randy Lew as a strong
brand image

-New regulations on
yogurt production

-Financial limitations
-Small labor force
-Weak distribution
channels

-Regulation and quality
control issues
-Competition from other
local producers



MARKET ANALYSIS AND KEY
FINDINGS

The local food market is worth $7 billion at retail

The local food movement is growing at an

estimated 13% per year

70% of consumers are willing to pay a premium

for locally-produced food




FINANCIAL ANALYSIS TOOL




Year

Depreciation

vAatA~ nAr viAAr

MACRS Depreciation percentages

Pro Forma Income Statement ($)

Assumptions on

fa(ll(f)Zts 169400] 194810]  224031.5] demand, price, Income

Direct production costs (feed, water) -99946 -114937.9 -132178.59 o
Packages -33333.33 -38333.33 -44083.33 I nveStm € nt Driect Prod State men t :
New Labour -15000 -15000 -15000 -15000 -15000 -15000 Sale S’ COStS’
Total Costs -148279.33 -168271.23 -191261.92( -217701.21| -248106.39| -283072.35
- Depreciation

New Trailer -1429.00 -2449.00 -1749.00 -1249.00 -893.00 -892.00

New Equipment -7145 -12245 -8745 -6245 -4465 -4460

Total Dep -8574 -14694 -10494 -7494 -5358 -5352 New Bottleing Machine 20000

=EBIT 12547 11845 22276 32441 42817 52300 Total Initial Investment
- Tax (15%) -1882.00 -1776.72 -3341.34 -4866.15 -6422.59 -7844.93

Year

Tax rate is

Balance

Pro Forma Balance Sheet -- Asset sid

Sheet: assets

Net Working Capital -120000 -120000.00 -120000.00{  -120000.00{ -120000.00| -120000.00{ -120000.00 and NWC
Net Fixed Assets
New Trailer 10000 10000.00 10000.00 10000  10000.00 10000.00 10000

Project Cash Flow ($ mil)

EBIT 12547 11844.77 Cash flow: 52299.56
+ Depreciation 8574 14694 5352
—Tax -1882 1777 Net cash per 7845
= OCF 19239 24762 49807
—increase in NWC -120000 -18000 year -36204
— Net capital spending

New Trailer -10000

New Eq

Project Cash Flow

Access the spreadsheet to make your
own calculations at:
www.ncgrowingtogether/research.




FINANCIAL CONCLUSIONS

The Net Present Value for this project is an estimated
$83K

Internal rate of return is 12%
Profitability index is 1.29

ASSUMPTIONS

Selling price of $8.47 per gallon

Initial investment of $50k

Annual sales increase of 15% per year

One additional employee working on minimum wage

Starting production of 20,000 gallons of yogurt in the first year




RECOMMENDATIONS

* Investin production for yogurt from non-homogenized milk

«  Expand upon already-installed production process and

equipment

* Invest only in: new trailer, cooling system, second vat and

packaging machine

« Distribute through wholesalers to restaurants and specialized

markets
»  Sellin batches of 5 Ibs tubs
»  Apply for the USDA Value -Added Producer Grants
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SUMMARY

The owner now has:

The information he needs to make an educated
choice on his product diversification strategy

A tool with which he can execute “what if’
scenarios based on several factors

Insight into potential markets and partnerships for
distribution channels

The backing and support of the NCSU food,
bioprocessing and nutrition sciences for his
future endeavors
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