© AMPC

L AUSTRALIAN MEAT PROCESSOR CORPORATION

Snapshot Rep

Australian Meat Group

2021-1148 Allister Watson, Pasadena Partners Ltd 30/07/2024

Disclaimer The information contained within this publication has been prepared by a third party commissioned by Australian Meat Processor Corporation
Ltd (AMPC). It does not necessarily reflect the opinion or position of AMPC. Care is taken to ensure the accuracy of the information

contained in this publication. However, AMPC cannot accept responsibility for the accuracy or completeness of the information or opinions contained in this
publication, nor does it endorse or adopt the information contained in this report.

No part of this work may be reproduced, copied, published, communicated or adapted in any form or by any means (electronic or otherwise) without the
express written permission of Australian Meat Processor Corporation Ltd. All rights are expressly reserved. Requests for further authorisation should be
directed to the Executive Chairman, AMPC, Suite 2, Level 6, 99 Walker Street North Sydney NSW.



Snhapshot Report

Project Description

This project is to establish more value from the beef hides by shredding them to a level that they can go through the
rendering plant and not cause any blockages and plant breakdowns. This has come about due to the poor prices
received for beef hides in 2020/21 and the need to have a viable alternative when prices are low. The hide itself has
a high protein content and is ideal to add value to the rendering already taking place, however, it must be shredded
in a cost-effective manner first in order to go through the system.

The project should give AMG a system that they can implement when required to shred and render hides when the
returns are greater for doing this rather than selling them to tanners. The shredding equipment needs to be robust
enough to handle up to 1000 hides per day and the grinders in the rendering plant must be capable of taking that
amount of extra volume through it.

The hide itself is a great protein source and will improve the protein levels in the current rendered product, however,
it is bulky and needs to be shredded to a manageable size for the AMG team to handle and the plant to process it
otherwise it will cause blockages and stop the plant.

The recent level of hide return from the tanners have been between $6 - $10 per hide where in the past they have
been as high as $80 per hide. The return from rendering the hide is estimated to be $20 - $25 per hide. With an overall
project cost estimate of $550,000 and processing 4000 hides per week on average the payback for this project will be
just over 3 months. It is not envisaged that the low prices for hides will continue, however, this gives both AMG and
the red meat processing sector a viable alternative when they are low. This return on the hides ultimately reflects on
the livestock price paid to the producers.

Project Content
This project will involve:

. Identifying the requirement to shred and render up to 1000 hides per day.

. Identifying the equipment needed to transfer the hides from the slaughter floor to the rendering plant, the
shredders required to process 1000 hides per day into manageable pieces and the area required to do all
this in.

. Measuring the rendering results without the hides included and then with the hides in, to determine the
value the hides are adding to the rendering results.

. Determining the overall costs and returns of the operation to determine when it is the right time to shred the

hides rather than sell them

Project Outcome

AMG started this project in 2021 when the global hide price had dropped significantly after the Covid pandemic
reduced demand significantly for leather goods and in particular from car manufacturers.

It has always been known that the hide contained protein that could be converted to MBM and fat that could be
rendered to tallow. The values were calculated by AGM as shown in the chart in the appendix and with the hide
returns below that it was determined that shredding the hides and rendering them was a better option.

Shredders had been tried in the industry in the past without much success however the AMG team determined that 2
shredders were needed to break the hide down small enough to render efficiently.

A large Brentwood NZ60 shredder was used first and then a smaller Brentwood NZ15 to break the pieces down
even smaller. An opening was made through the slaughterhouse wall where a conveyor took the hide outside to a
table to be trimmed and then fed to the larger shredder. From here the large pieces were moved by a conveyor belt
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to the smaller shredder and then via a screw conveyor to re-join the main rendering conveyor from the slaughter
floor.

The design was crucial as when the hide price rose above the return from rendering, the hide was trimmed and the
headpiece, sock pieces and belly pieces went to rendering and the hide was put in a bin to go to the tanneries.

The cost of the equipment was in line with the initial project costs. The shredders cost approx. $225,000 initially, the
belt conveyors cost approx.. $40,000, and the screw conveyors approx. $20,000. There was a further $90,000 spent
on site works, electrical works and controls, as well as a significant amount of work done by the AMG engineers.

Early in the start up the large NZ 60 shredder had to be rebuilt as it blew up due to the pressure. An auto reverse
gear was included to ensure the shredder reversed when the pressure built up too much thus protecting the
shredder itself.

As the hide price began to rise the calculated return from just the head pieces, belly strips, and socks was initially
$1.50 per hide then $2.00 which made the payback for the project 1.5 years on rendering these pieces alone.
Recent rendering prices have lifted the return for just these off cuts to as much as $6.00 per hide.

The hide price has never dropped low enough for the full hides to be shredded however this is a good option for the
hide off cuts as mentioned above and any damaged hides from the slaughter floor.

Regular maintenance has been at a cost of approx. $500 per month, however the NZ60 had both the bearings and
motor overhauled in 2022 at a cost of $13,500 and then had a complete rebuild in 2024 at a cost of $73,500. The
NZ15 shredder had a gearbox overhauled in 2022 at a cost of $3,000 and a full rebuild in 2024 at a cost of $13,600.

Benefit for Industry

The benefits for the industry are as follows:

e Creating more value from the same animal.

e Alternative use of hides when the price falls to what would otherwise be unsustainable levels.

e A shredding process is developed and works where it hasn’'t worked in the past.

e More sustainable outcome as the hide pieces are trimmed prior to salting and rendered as opposed to going
to landfill after salting.
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