


can affect feed efficiency and that large differences in feed
efficiency can exist among cattle.

This type of agreement may be used for either cattle
being fed to market or cattle just being maintained for a
period of time (e.g., wintering cows). In this type of
agreement the feeder is able to avoid much of the
production and marketing risk. Feed may be priced in
advance of the feeding period or billed according to
prevailing prices when it’s fed.

DAILY CHARGE PER HEAD PER DAY
AGREEMENT

This agreement type is based on a flat charge per day. It
is simple to administer and is predictable for both the
owner and feeder. It also allows billings to be made on a
monthly schedule, which allows better cash flow
planning for both parties.

SET FEE AGREEMENT

In this type of agreement the custom feeder is hired to
provide all services including labour, feed, housing and
other items, for a specified period and at a set price.

WHAT ITEMS SHOULD A FEEDING
AGREEMENT ADDRESS?

Once the type of agreement is decided upon, the
following items should be considered:

PAYMENT

There are many different kinds of payment plans.
Whichever one is chosen, make sure the payment plan is
clear! Some custom feeders may be willing to carry the
monthly charges until the cattle are sold. However, some
feeders may want to protect the investment they have in
feed and other costs, or they have greater need for
monthly cash flow and therefore require regular
payments. As an alternative to full monthly payments,
yardage may be billed and paid monthly or by interim
payments that represent a percentage of the cost ,cost,
with the final full payment due at the end of the feeding
period. See Sections 9.0 and 10.0 of the Cattle Feeding
Agreement.

PERFORMANCE STANDARDS

The expectations for age, weight, sex, body condition,
type and other standards i.e. preconditioned should be
clearly stated. See Section 7.0 of the Cattle Feeding
Agreement.

HEALTH
Details of a health care plan should be predetermined,
including vaccination programs, castration, dehorning,

breeding (if applicable), and treatment. See Sections 7.0
and 8.0 of the Cattle Feeding Agreement.

DEATH LOSS

There will always be some death losses no matter who is
raising the animals. Some agreements assess a percent loss
to the owner and the custom feeder accepts responsibility
for losses above the agreed level. In some agreements in
the event of the death of an animal, the owner absorbs
the loss of the animal and the feeder absorbs his costs.
See Section 11.0 of the Cattle Feeding Agreement.

NUTRITION

The custom feeder should provide predetermined rations
to meet the performance expectations. Ration calculators
are available on the OMAFRA website. The feeding
agreement should specify an agreed on procedure for
non-performing animals. See Section 4.0 of the Cattle
Feeding Agreement.

INSURANCE

Both parties need to determine whose insurance
company will cover losses due to catastrophe i.c. fire,
theft, & lightning. Include a legal description of where
the animals will be kept during the feeding period
(township, lot, concession, and emergency number) for
insurance records. See Section 11.0 of the Cattle Feeding
Agreement.

GOODS AND SERVICES TAX

While the cost of feed supplied at custom feedlots is zero-
rated, other services such as yardage and veterinary
supplies and services are subject to GST. Custom feeders
are expected to calculate GST on at least 10 percent of
the total invoice; this applies whether invoices are based
on feed plus yardage or on a cost per gain basis. Cattle
owners will be able to recover GST as an input tax credit

if they are registered for GST.

SECURITY

Since the value of the gain, yardage or custom feeding
charges is significant a cattle feeder should consider
options to protect their interest in the value that has been
added to the cattle. This is especially true if no monthly
billings or payments have been agreed to. Custom feeders
should discuss with a lawyer what other agreements or
methods of securing their interest are available. Several
options are presented below.

Custom feeders can register their claim under the
Personal Property Security Act (PPSA). Forms are
available at Province of Ontario Land Registry Offices.
Completed forms may be submitted for registry at any of
the Land Registry Offices. In order to create a valid



security interest in personal property, two steps must
occur.

1. Firstly, the cattle owner must execute a document
which creates a contract. The terms of the contract
must outline the type of security provided to the
custom feeder (creditor) and the assets over which
the security has been granted by the cattle owner.

2. Once the written contract has been signed, it is the
responsibility of the custom feeder (creditor) to
register the financing statement in the PPSA registry.

If there is a prior security registration by a creditor on the
cattle, a release of interest in this security would be
required in order that the feeder gain first priority
security over the cattle. It is unlikely however that a
lender would be willing to grant such a release. A cattle
feeder should seek legal advice if a PPSA registration is
being considered. For more information on PPSA
registrations refer to the OMAFRA Factsheet A Guide to
Agricultural Security Agreements, Order No. 03-069.

A custom feeder could, as an alternative, require the
cattle owner to provide a non-revocable letter of credit to
cover the estimated cost of the custom feeding services
that will be provided. The cattle owner should be
responsible for any costs that their lending institution
may charge for this letter of credit.

Lenders will sometimes request or require that the
Owner of the cattle sign a Bailment Agreement. This
document is not registered, but provides specific clauses
as to care, delivery and right, title and interest etc. in the
of inventory placed with the cattle feeder. A typical
bailment agreement may in fact be very similar to the
sample cattle Feeding Agreement attached to this
Factsheet. If an Owner has already signed an agreement
with a Feeder they should make their lender aware of it
and avoid signing two agreements that cover the same
issues in different ways. The bottom line is that Owners
should work with their lenders and keep them informed
as to the agreements they have entered into or are
considering.

Another alternative is that the cattle owner’s lending
institution may provide a letter requesting written
acknowledgement by the lending institution of the cattle
feeder as to the number of cattle placed and their security
interest in it. In addition some cattle owners may require
that the written cattle feeding agreement is signed by the
custom feeder’s lending institution prior to placement of
any cattle.

ENVIRONMENTAL MATTERS

The agreement should clearly specify who is responsible
for manure management, who is responsible for any
contraventions of any applicable law or statute while the
cattle are on the premises or under the control and
management of the custom feeder, and that the manure
management practices will be carried out in accordance
with the guidelines and regulations of the Nutrient
Management Act 2002 (NMA). Details can be found on
the OMAFRA web site under the Nutrient Management
Information on the Agriculture page.

SUMMARY

It is important that cattle owners and cattle feeders
discuss the details of their agreement. They must have a
clear understanding of what they are agreeing to and they
should put it in writing.

This publication is intended as general information and
not as specific advice concerning individual situations.
Although it outlines some of the legal and tax
considerations of cattle feeding arrangements it should
not be considered as either an interpretation or complete
coverage of the various legislation affecting custom
feeding cattle arrangements. The Government of Ontario
assumes no responsibility towards persons using it as
such. All cattle feeding arrangements should be discussed
with your farm management advisor, accountant, or
lawyer before they are signed.

This Factsheet was written by Rob Gamble, Finance and
Business Structures, Program Lead, Innovation and
Competitiveness Division, OMAFRA, Guelph and Barb
Parker, Finance and Business Structures, Program Lead,
(2003-04) Agriculture and Rural Division, OMAFRA, Guelph

Material from the infosheet “Custom Feeding-Make Sure It's
in Writing” by Marlene Werry, former OMAFRA Beef
Specialist, October, 1999, and the infosheet Custom Feeding
Contracts-What'’s Different Since BSE? by Barb Parker,
OMAFRA, Business Finance and Structures Program Lead,
Aug 2003 was used in preparing this factsheet.

The authors would also like to gratefully acknowledge the
Manitoba Ministry of Agriculture, Food and Rural Initiatives
for allowing us to use part of their publication “Custom Cattle
Feeding Agreements” in this publication.



CATTLE FEEDING AGREEMENT

This sample cattle feeding agreement is a guide for cattle owners and feeders to developing an agreement to
fit their individual situation. This form is not intended to take the place of legal advice pertaining to
contractual relationships between the two parties.

To use this form: Complete two identical copies — one for the cattle owner and one for the cattle feeder. Cross out
any provisions not part of the agreement and have both parties initial these. Add any additional provisions desired.

SECTION 1.0 — NAMES OF PARTIES AND DESCRIPTION OF CATTLE FACILITES
1.1. Names and Addresses of the Cattle Owner and Cattle Feeder

This agreement is entered into on , 20

BETWEEN

(Owners Name)

of
(address)
in the Province of Ontario
- AND -
(Cattle Feeder’s Name)
of

(address)
in the Province of Ontario

1.2 Property Description Where Cattle Will Be Fed And Housed

The feeding premises (the “Premises”) are located in the municipality of in the

County, District or Region of , in the Province of Ontario, legally

described as Lot , Concession . Emergency #



SECTION 2.0 — TERM OF LEASE

2.1

2.2

This Agreement comes into effect on 20 and shall continue for a minimum period of days

and a maximum period of days, (the “Term”) under the terms and conditions of this Agreement, unless terminated
pursuant to Section 13.0

Review of Agreement - A written request is required for a general review of the agreement or for consideration of
proposed changes by either party, at least days prior to the end of the agreement as specified in
subsection 2.1.

SECTION 3.0 — GENERAL TERMS OF THE AGREEMENT

3.1

3.2

3.3

3.4

3.5

3.6

3.7

Amendments and Alterations - Amendments and alterations to this agreement shall be in writing and shall be signed by
both the owner and feeder.

No Partnership Intended - It is particularly understood and agreed that this agreement shall not be deemed to be nor
intended to give rise to a partnership relationship.

Right of Entry - The owner reserves the right for himself, his agents, his employees or his assigns to enter the farm at
any reasonable time to consult with the feeder, make inspections, ship cattle, or do work, none of which is to interfere with
the feeder in carrying out regular farm operations.

Binding on Heirs - The provisions of this agreement shall be binding upon the personal representatives, trustees,
successors and assigns of both owner and feeder in like manner as upon the original parties, except as provided by
mutual written agreement.

Assignment - The Feeder shall not assign or transfer this Agreement or any rights or obligations under this Agreement
without first obtaining written permission from the Owner.

No assignment or transfer of this Agreement shall relieve the Feeder of any obligations under this Agreement, except to
the extent that they are properly performed by the Feeder’'s permitted assigns.

The Feeder and the Owner agree not to obligate the other party. Neither party hereto shall pledge the credit of the other
party hereto for any purpose whatsoever without the consent of the other party. Neither party shall be responsible for
debts or liabilities incurred, or for damages caused by the other party.

SECTION 4.0 — SERVICES TO BE PROVIDED BY THE FEEDER

4.1

4.2

4.3

4.4

The Feeder agrees to feed and maintain the Cattle (the “Services”).

All feed, medication, accommodation and bedding (the “Supplies”), required for the proper care of the Cattle
during the Term shall be provided by the Feeder.

Feeder agrees to provide feed as follows:

Ration Guidelines Min % Max % \
TDN

Protein

Specific Feeds (Specify)

The Feeder agrees to hold the Cattle in its possession, at the property specified in section 1.2 (the
“Premises”), for the sole purpose of performing the Services.



4.5

4.6

All Cattle, as identified on the attached Schedule “A”, shall be segregated by the Feeder from any other
animals of a comparable nature, to enable quick and easy identification of the Cattle governed by this
Agreement.

Unless specified above, feeder will make decisions on feeding and care based on good animal husbandry.

SECTION 5.0 — FEEDER’S OBLIGATIONS

5.1

5.2

The Feeder shall not remove the Cattle from the Premises without the consent, in writing, of the Owner.

The Feeder covenants and agrees that it will not at any time, in any manner, and has no right to, sell or
otherwise dispose of the Cattle or Supplies belonging to the Owner, or mortgage, charge, encumber, pledge,
or grant security upon the Cattle or Supplies belonging to the Owner.

SECTION 6.0 — DELIVERY OF CATTLE

6.1

6.2

6.3

The Owner is under no obligation to deliver, and the Feeder is under no obligation to accept, any Cattle,
except as agreed to between them from time to time, and the Feeder specifically reserves the right to refuse
to accept individual animals due to disease or poor health.

Each shipment of Cattle delivered to the Premises, and accepted by the Feeder pursuant to this Agreement,
shall be acknowledged by the execution and delivery of an “Acknowledgement” in the form of Schedule “B”.

Upon delivery to the Premises, the Cattle must have National ID ear tags with a record of the Owner’s
registry.

SECTION 7.0 — OWNER’S OBLIGATIONS

7.1

7.2

7.3

7.4

7.5

The Owner agrees not to put any cattle on feed without getting specific approval from the feeder in advance
regarding number, health, sex, breed, age and weight.

The Owner shall be responsible for all costs related to the initial processing of the cattle, which shall include
any drugs, vaccinations or booster shots, implants, ear tags, and chute fees.

The Owner shall be responsible for all costs related to branding, dehorning, and castrations of the Cattle.

In the event that the cattle are subject to a quarantine order during the Term of this Agreement, the Owner
shall be responsible for all costs related to the care and feeding of the cattle during the period of quarantine,
including the cost of all medications specifically required under the terms of the quarantine order, if any.

All right, title, and interest in and to all Cattle delivered to the Feeder pursuant to this Agreement shall at all
times remain to the Owner, and the obligation of the Feeder with respect to such cattle shall be to perform the
Services and labour specified in this Agreement, and to ship the cattle on instructions from the Owner from
time to time and Feeder’s sole right is to receive payment for the Services and labour performed.
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