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A few definitions before we start
1

o Rural grocery stores — independently owned and operated,
located within areas with population <20,000

o Food hub — entity that “actively manages the aggregation,
distribution, and/or marketing of source-identified food
products from local and regional producers to strengthen
their ability to satisfy wholesale, retail, and institutional
demand” -USDA
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The problems we seek to address

For Rural Growers For Rural Grocery Stores

e Small to mid-size growers in rural e Many are going out of business due
communities face challenges to:

getting their products to market

e Food hubs, designed to improve
market access, are often unviable
in rural communities

e |large distances between
growers and buyers resulting
in prohibitive distribution
costs

e challenges securing
necessary volume of supply
and demand
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e shrinking rural populations
e competition from discount stores
e meeting distributor minimums

e |lack of financing for store
improvement

 high operating costs

e decreased community support

e Impact of store closures is loss of jobs,
local spending, healthy food access,
community center



Our solution hypothesis
=

1) create a new revenue stream for the grocery store,
contributing to its financial sustainability

©) provide a new sales and distribution channel for local

growers and food producers, without incurring the high
K upfront investment costs of a standalone food hub

/By embedding food hubs into rural grocery stores, we could: \

/
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Project approach and status
S

Regional Store-Based Public Toolkit

Food Hub & Widget
Modeling Development

Store

Store Agricultural

Capacity

Recruitment !
Analysis

Landscape
Analysis
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Store-based food hub model

« Maximum cases using existing dry
and cold storage capacity

 Adjust throughput by growing season

* Project steady state revenue and cash
flow

Services

* Buy/sell

* Inbound/outbound distribution
w/existing vehicle

» Wash/pack using existing facility
* Receiving and storage does not
disrupt store operation

» Product mix aligned with cold, dry
storage capacity - produce, eggs,
finished goods

* Turnaround <24 hours

» Season: 8 weeks peak + 6 weeks tails
+ off season

Next Steps

 Confirm supplier/buyer volume and
pricing levels to match input/output
requirements

» Develop more robust pro forma P&L
to aid in decision-making
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S

Case studies: 4 stores, 3 states

Capacity:
_ Dry: 150 ft?
3 %ﬁ’ =8 w0

Sales: 8,000 cases
Revenue: $188,000
Profit: $12,000

.........

Store 1 — 9,000 ft2 Store 2 — 6,500 ft2

Capacity:
Dry: 150 ft?
Cold: 150 ft?

(] Sales: 5,000 cases

Revenue: $113,000
Profit: $4,000

Store 3 — 54,000 ft2 Store 4 — 7,400 ft2

Capacity:

Dry: 1,000 ft?
" Cold: 1,200 ft?
e Sales: 45 000 cases
Revenue: $1,100,000
Profit: $120,000
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Capacity:

Dry: 300 ft?
Cold: 200 ft?
Sales: 9,000 cases
Revenue: $180,000

Profit: $11,000
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Widget demo
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Food Hub Feasibility Tool for Rural Grocery Stores

Bem Version 1.0
By New Vertao Acvisos

W
@ VENTURE
ADVISORS LLC

This tool 15 Sesigred 10 prowide & prelimingry 355e55mant of o 10a5i0iHy. Of 3 4000 ALD OPeRTRg Cut of 2 Ml gocany S50, Usevs will D 23Ked 8 ovice Dasic dat on e
9000’5 G158 SH0FR00 CApICiY, CIAMIDUEON CRPANITEs AnC ATACIDAGS $30S CRannais. Tha ool Wil Combine T 00 GOA3 Inpuls Wth RQona! SRicaitral POoGCHon 63t
rel Z55LTOT0nS HOm New Vertse Acyisom pAious Sl grocary 310000560 1000 N analys(s G moceling 10 Hovice 116 LSer WITT 3 10ugh 65 Emase Of Na posenlial
FVDugnout. 53i0s 30 DOSE COBIDLE0N OF 3 1000 D COMMENG Out O TRIr Stoe

e

Location

In whioh ciste ic your clore loceted? ©

== -
Storage Capacity

DOry Horage Coid Horage
Winatic the fotal cquare footage of your exicting slorage tpace? 200 20
Plosse enter 0 If you do not have dry or cold storage. © i
‘Winat peroent of your clorage cpace it dedicaded fo clook versus aickes? © o = P T -
Pieace schimate the excecc capaoity in your dry and 00id clorage. What ic the maximum percent of corage cpace w0 - - -

that could be made avaliabis %or 000 hub ute af anry Doint in dhe week?
Ploase enter 0 If you have 0o excess £apacity in your dry or cold siorage @

How many levelt o Bert of racking 90 you have In your clorage tpace? = =
Plosse note that the Boor Jovel should be considered the frstlovel. @

How many o2cec oan you ciaok on fop of each ofher on 3 cingle rack? @ 2 2

How many day par week 90 you reseive major ¢iore deiiveries? ©

How many day¢ on average doec it fake your cia® o move delivered invenfory from Dack of houte ciorage fo front 2 =
of house retall cpace? ©

Distribution Capabilities

How many ¢lore vehiclet 30 you have sccect 10 that could be uted 1o Dok up %00d hubd produst from Qrowere of 1o deliver $00d hubd produst fo buyers?
Ploase entor 0 if you 0o not have 3c0ess 10 any delivery vehicies. @

z

Vehicle 1 Vehiole 2 Veticle 3
in an average week, approximaisly how many hours wousd thic vehicle be svaliable n = o
for %000 hud produst plok up and deltvery cervice? @
Appraximaisly now many cacet of produce can each of your venioles hoid of any 1 " o
gtven tme? ©
Anticipated Sales Breakd
Winat percentage of produst cales from your prospective cloredased PEERAONG |0 o egon 20 =
%003 hud 90 you anficipaie coming from sach of ihe following calet Hospital's, sSChools, universivies
cnanneis? © Reatawrants In your
AR5 I YO egion 0 -
Food DiskEuton 2 =
Consider your siom alstibutors !
Doy Gocsey Swoves 10 =
Stoes In your chain or neteork
V-Store Sales =
0 -
Retai sales %0 your cusiomers
Otner Direct4o-Consumer Sales 2 2
CSA orother consumer modals
100 %
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Results
I
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Your Results: Preliminary Food Hub Feasibility Assessment for Your Store

Below you will find 3
provided, regional

of the
aata, and
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of a food hub operating out of your rural grocery store. The output below was cakulated using the store data inputs you
derived from New \enturs Advisors’ previous rural grocery store-based food hub analysis and modeling. This should be

viewed as a rough estimate of the potential throughput, sales and profit contribution of a food hub operating out of your store at steady state. If you find the potential profit contribution of
3 hub in your store promising, we recommend that you consider further analysis. Recommended next steps include interviewing or surveying potential food hub supplers and buyers

wiithin your region to better understand interest, desired products, pricing, and distribution needs. Once a supplier and buyer have been i

a pilot or will help |

To access a tookit with additional information and case studiss, please contact the New Venture Advisors team.

Maximum Food Hub Throughput Dry Storage

Cases moved perwesk 100
Cases Movad Annually 1480
Acreage Reguirements 22

Estimated Food Hub Product Pricing
Ayerages price per case paid 10 growers
Averags price par case paid by buyers

Average additional distribution fee received per case

Potential Profit Contribution of Food Hub
Total Revenue
Product sales

Distribution (pick-up from farm & delivery to buyer fees)

Cost of Goods
Product sales

Distribution service

Sales, General & Ad

{SGBA) E
Staffing

Other

Operating Proft {EBITDA)

Adjust Entered Information

Cold Storage
253
5012

7.5

$20.00
$23.90

$1.50

Annual
$160,000.00
$147,000.00

$13,000.00

$143,000.00
$130,000.00

$13,000.00

$13,000.00
$8,000.00

$5.000.00

$4,000.00

Maximum Food Hub Throughput Explanation

This section presents an assessment of how many cases of food hub product your
store could move on 3 weekly and annual basis, and how many acres would be required
1o supply that volume of product. The data you provided on your store’s storage
capacity is the primary driver of these numbers, slong with assumptions on average
acreage requirsd per case of producs.

Estimated Food Hub Product Pricing Explanation

This section begins with an estimate of the average price per case that your prospective
food hub can expect to pay growers for their produce. For simplicity purposes, the
model uses $20 per case which was calkoulatad using best practice pricing assumptions
for the top 10 most fruits and in
nationwide food hub studies conducted by New Venture Advisors. In practice, a specific
product fist that may include dairy, eggs, meat and/or organic produce will drive variation
in the average price per case. The data you provided on anticipated sales breakdown by
channel utificed assumptions on anticipatad gross margin by channel with led to the
blended averags price per case paid by buyers. The averags additional distribution fee
received par case was developed using data from nationwide food hub studies
caonducted by New Venture Advisors, The actual fee your hub may charge growers and
buyers for product pick-up and delivery will likely vary by distance and volume.,

Potential Proft C of Food Hub

The data in the previous two Sections are used to generate this estimated profit and
loss for a food hub ing out of your store, at steady state. This is the
maximum leve! of oparating profit that the hub is expected 1o generate based on storage
and vehicle capacity, and regional agricultural production season duration. These

fi should bs 3s di and should be compared to your store's
overall profit and loss statement to enabls you to svaluate the hub's level of respective
value potential.
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Discussion

7 What impact could you envision this model having on growers
and grocery stores in your community?

What challenges do you anticipate?
What additional feedback or ideas do you have?

How might we engage grocery store owners in testing out the
Rural Grocery Food Hub Self-Assessment widget beta?
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Stay engaged
N

Contact us to receive a link to the
Rural Grocery Food Hub Self-Assessment

widget and toolkit!

Kathy Nyquist
knyquist@newventureadvisors.net
(773) 245-3570
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