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Well Done Beef Processing Facility Brings Jobs

Back to Imperial Valley

TERESA GARCIA, SENIOR WRITER, NOVOGRADAC & COMPANY LLP

ne World Beef, a California-based premium

beef brand, received 1,200 job applications

six months before operations even began
in November at its new beef processing facility
in Brawley, Calif. That’'s what happens when a
new business opens in a city with 22.7 percent
unemployment, a figure that is more than quadruple
the state’s 5.3 percent and nation’s 4.8 percent
unemployment rates. One World Beef leveraged new
markets tax credit (NMTC) financing to renovate
and reopen the plant as a way to put a struggling

community back to work.

“Not only do the new markets tax credits make
sense economically, but this is a perfect fit from
the standpoint of this deal falling directly into the
crosshairs of the new markets tax credit mandates
for funding those real-estate-oriented deals and job-
creation deals in economically distressed areas,” said
Armand Nicholi, chief financial officer of One World
Ventures, an affiliate of One World Beef. “We literally
checked off every box.”

County leaders agreed that One World Beef is a step
in the right direction to help the region strengthen

its economy. “We have the highest unemployment

rate in California,” said Imperial County Supervisor
Ryan Kelley, who helped garner local support for
the project. “We have a very depressed community
in regards to economic power, but were a self-help

group.”

A Craft Beef Processor

One World Beef president Eric Brandt, a Brawley
native and third-generation cattle rancher, was
familiar with the meat processing facility long before
his company bought the 337,000 square-foot facility.
Brandt worked there briefly after a consortium
of local cattle feeders built the plant in 2001. The
Missouri-based meat processing company, National
Beef, bought the Brawley facility from the ranchers in
2006 and processed about 2,400 head of cattle a day
until a drought-induced decline in cattle supply from
the Midwest caused National Beef to close the facility
in 2014. About 1,300 employees lost their jobs.

In 2015, Brandt decided to purchase the shuttered
facility and retool it into a “craft processor” that
provides specialty beef processing services on a
smaller scale. Improvements to the facility include
extensive energy efficiency upgrades and enhanced

wastewater treatment technology.

continued on page 2
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Economic Impact of One World Beef Facility on Imperial County, Calif.

NEW MARKETS TAX CREDITS

Impact

$196,050,000

Annual Economic

$55,693,000

Annual Payroll
Increase

1,250

Jobs
Created

Sources: Rea & Parker Research, One World Beef, Novogradac & Company LLC
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Nicholi said that OWB Packers, the affiliated entity set
up to acquire and run the facility, will employ a unique
operating model that helps it mitigate the financial
risk that other beef processing plants face. Under the
traditional processing model, cattle feeders sell their
cattle outright to a processer. In turn, the processor
slaughters the cattle, then cuts and packages the meat
for sale under its own brand. OWB Packers, however,
will offer “custom toll processing,” whereby specialty
beef brands can have their cattle processed to their
precise specifications and retain ownership throughout

the value chain.

Rebranding a Job Creator

Reopening the plant brought jobs back to a city where
23.7 percent of the population lives in poverty. When
it began operations in November, OWB Packers had a
staff of about 200 employees, some of whom worked at
the facility when it was owned by National Beef. OWB
Packers plans to increase production slowly over the next
five years, eventually creating about 600 permanent
direct jobs. Up to 520 of the plant’s permanent jobs will
likely be filled by many former National Beef employees,
some of whom may have taken lower-paying agricultural
jobs while the plant was closed. By modernizing and
reopening the plant, OWB Packers creates jobs that
many local workers would be qualified to fill. Of the
permanent jobs created, about 85 percent will be filled

by low-income residents.

Beyond the jobs created directly through the plant,
an economic impact study produced by Rea & Parker
Research estimates that another 635 indirect and

induced jobs will be created throughout the county.

Regional Impact

The new OWB Packers facility is also a game-changer for
the local cattle feeders, who will once again have a local
option for processing. “All of the Imperial Valley cattle
feeders are spending lots of money shipping cattle to the
northern parts of California, to Fresno, to Arizona or
Texas, to get their cattle processed,” said Nicholi. “The
further youre shipping cattle, the more you're eating
into your profitability. To be able to process cattle locally

is a huge competitive advantage.”

The beef industry accounts for $500 million of the
Imperial Valley’s agricultural export business annually,
so a local facility that helps streamline meat processing
is a critical asset to the entire region, said Kelley. “When
National Beef was announcing that they were going to
close, there were three feed lots that were in expansion
mode to build more pens,” said Kelley. “Now we’re
seeing that happening again with feed lots coming back
and wanting to expand ... the state of California benefits

immensely by being able to anchor the beef industry.”

continued on page 3
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Financing

Financing a renovated facility of this scale required
public and private cooperation. In part, OWB Packers
used a $5 million loan from the Bank of Southern
California, a $2.5 million loan from the County of
Imperial and a $2.5 million grant from the Imperial

Irrigation District.

Unemployment and Poverty Rates
in Brawley, Calif.
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Sources: Rea & Parker Research, One World Beef, Novogradac & Company LLP

Clearinghouse CDFI provided a $5 million loan to fill
a financing gap that traditional lenders are generally
unwilling to undertake. “The Imperial Valley is a
severely distressed area, with high unemployment and
limited investment, so it is a location where our mission-
based lending can make a significant impact,” said

Douglas Bystry, president and chief executive officer of

Clearinghouse CDFI. “This project will create hundreds
of needed jobs in the region, and establish a high quality
meat processing facility within a reasonable distance

for local ranchers.”

Additionally, the NMTC program acted as a critical gap
filler for the development. “The value [of the NMTC]
comes from bringing low-cost capital to a project in
need, to restart operations and bring much needed
employment to the area,” said Tim Karp, vice president
of Chase Community Development Tax Credit Group,
which provided $4.9 million in NMTC equity. “Low-cost,

flexible capital was integral to the project financing.”

About $8 million of NMTC allocation was provided by
Border Communities Capital Company, an affiliated
entity of Chelsea Investment Corporation. Jerry Hannon,
chief financial officer of Chelsea Investment Corporation,
said that the transaction fits squarely with its mission to
serve border communities. “Border communities have

high unemployment and high poverty,” said Hannon.

“This addresses both of those needs.” Hannon called the

transaction a model project for the NMTC program.

“As you can tell from the varied financing sources, this

project was extremely difficult to finance conventionally
and the gap funding need was substantial. The NMTC
program provided critical funding that allowed the
project to go forward,” said Paul Hoffman, managing
director of CityScape Capital Group, whose affiliate
CCG Community Partners LLC provided $6.8 million
of NMTC allocation authority to the transaction. “The
project is an immediate job creator and significant
catalyst for economic stability and long-term growth for
both Brawley and the greater Imperial Valley with its
biggest beneficiaries being the residents within the low-

» @,

income community.”$*
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continued from page 3
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One World Beef

FINANCING

+ $8 million new markets tax credit (NMTC) allocation from Border Communities Capital Company LLC
+ $6.8 million NMTC allocation from CCG Community Partners LLC

+ $5 million loan from Clearinghouse Community Development Financial Institution

+ $5 million from Bank of Southern California

+ $4.9 million NMTC equity investment from Chase

+ $2.5 million loan from County of Imperial

+ $2.5 million from Imperial Irrigation District
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This article first appeared in the December 2016 issue of the Novogradac Journal of Tax Credits.

© Novogradac & Company LLP 2016 - All Rights Reserved

Notice pursuant to IRS regulations: Any ULS. federal tax advice contained in this article is not intended to be used, and cannot
be used, by any taxpayer for the purpose of avoiding penalties under the Internal Revenue Code, nor is any such advice intended
to be used to support the promotion or marketing of a transaction. Any advice expressed in this article is limited to the federal
tax issues addressed in it. Additional issues October exist outside the limited scope of any advice provided — any such advice does
not consider or provide a conclusion with respect to any additional issues. Taxpayers contemplating undertaking a transaction

should seek advice based on their particular circumstances.

This editorial material is for informational purposes only and should not be construed otherwise. Advice and interpretation regarding
property compliance or any other material covered in this article can only be obtained from your tax advisor. For further information

VISit WWW.Nnovoco.com.



.
‘0 Novogradac

Journal of Tax Credits

EDITORIAL BOARD

PUBLISHER

ADVISORY BOARD

Michael J. Novogradac, CPA Bud Clarke BOSTON FINANCIAL INVESTMENT MANAGEMENT
Jana Cohen Barbe DENTONS

EDITORIAL DIRECTOR Tom Dixon BOSTON CAPITAL

Alex Ruiz Rick Edson HOUSING CAPITAL ADVISORS INC.

TECHNICAL EDITORS

Richard Gerwitz
Rochelle Lento

CITI COMMUNITY CAPITAL
DYKEMA GOSSETT PLLC

Michael G. Morrison, CPA Thomas Boccia, CPA John Lisella U.S. BANCORP COMMUNITY DEV. CORP.
James R. Kroger, CPA Daniel J. Smith, CPA Philip Melton BELLWETHER ENTERPRISE
Owen P. Gray, CPA Thomas Morton PILLSBURY WINTHROP SHAW PITTMAN LLP
Mary Tingerthal MINNESOTA HOUSING FINANCE AGENCY
COPY Rob Wasserman U.S. BANCORP COMMUNITY DEV. CORP.
ASSIGNMENT EDITOR
Brad Stanhope PROPERTY COMPLIANCE
Michael Kotin KAY KAY REALTY

SENIOR WRITER
Teresa Garcia

CONTENT MANAGEMENT ASSOCIATE

Elizabeth Orfin

CONTRIBUTING WRITERS
Colette Drexel

STAFF WRITER

Mark 0’Meara

Forrest Milder

James Matuszak

CONTACT

CORRESPONDENCE AND EDITORIAL SUBMISSIONS

Jodie Fish Charlie Rhuda, Monica Sussman NIXON PEABODY LLP
Owen Gray Tom Schneider

Dat Ksor John M. Tess NEW MARKETS TAX CREDITS =
Bill MacRostie Frank Altman COMMUNITY REINVESTMENT FUND e
Merrill Hoopengardner NATIONAL TRUST COMMUNITY INVESTMENT CORP. S
ART Scott Lindquist DENTONS o
. o
CARTOGRAPHER Matthew Philpott U.S. BANGORP COMMUNITY DEV. CORP. o
David R. Grubman Ruth Sparrow FUTURES UNLIMITED LAW PC e
Elaine DiPietro ENTERPRISE COMMUNITY INVESTMENT INC. 8
PRODUCTION S
Alexandra Louie Jesse Barredo HISTORIC TAX CREDITS £
Jason Korb CAPSTONE COMMUNITIES S,
&'
>
()
@D
=
7

ADVERTISING INQUIRIES

Michael Snowdon
Gianna Solari
Kimberly Taylor

HIGHRIDGE COSTA HOUSING PARTNERS
SOLARI ENTERPRISES INC.
HOUSING DEVELOPMENT CENTER

HOUSING AND URBAN DEVELOPMENT

Flynann Janisse
Ray Landry
Denise Muha

RAINBOW HOUSING
DAVIS-PENN MORTGAGE CO.
NATIONAL LEASED HOUSING ASSOCIATION

John Leith-Tetrault
Bill MacRostie
John Tess

NATIONAL TRUST COMM. INVESTMENT CORP.
MACROSTIE HISTORIC ADVISORS LLC
HERITAGE CONSULTING GROUP

Alex Ruiz Carol Hough RENEWABLE ENERGY TAX CREDITS

alex.ruiz@novoco.com carol.hough@novoco.com Bill Bush BORREGO SOLAR

415.356.8088 415.356.8040 Ben Cook SOLARCITY CORPORATION
Jim Howard DUDLEY VENTURES

EDITORIAL MATERIAL IN THIS PUBLICATION IS FOR INFORMATIONAL PURPOSES ONLY AND SHOULD NOT

BE CONSTRUED OTHERWISE Forrest Milder

NIXON PEABODY LLP

ADVICE AND INTERPRETATION REGARDING THE LOW-INCOME HOUSING TAX CREDIT OR ANY OTHER
MATERIAL COVERED IN THIS PUBLICATION CAN ONLY BE OBTAINED FROM YOUR TAX ADVISOR.

© Novogradac & Company LLP
2016 All rights reserved.
ISSN 2152-646X

910¢ J1equiade] <

(@]
°n

Reproduction of this publication in whole or in part in any form without written permission from the publisher is prohibited by law.




