
 
 

August 19, 2020  

 

 

John F. Stika 

President,  

 

Bruce Cobb 

Executive Vice President, Production,  

 

John Grimes 

Chairman, Board of Directors,  

 

Certified Angus Beef LLC 

206 Riffel Rd. 

Wooster, OH 44691 

 

Dear Mr. Stika, Mr. Cobb, and Mr. Grimes;  

 

In response to your letter addressed to “Fellow Beef Industry Stakeholders” and regarding Questions 

from The Brand About The 50-14 Legislation, the United States Cattlemen’s Association (USCA) 

offers the following for consideration regarding the legislation in question (S.3693 and H.R. 7501):  

 

1. How will negotiated grids be handled under the proposed requirements: considered part of 

the negotiated spot market given prices can be negotiated weekly without a written or 

implied contract with a packer or excluded from the spot market due to their grid 

structure? 

 

The Livestock Mandatory Reporting Program (LMR) provides definitions for ten types of 

livestock transactions.1  

 

Negotiated purchases are those that are a cash or “spot” market purchase by a packer of livestock 

from a producer under which the base price for the livestock is determined by seller-buyer 

interaction and agreement on a delivery day. Cattle are delivered to the packer within 30 days of 

the agreement. 

 

Negotiated grid purchases are defined as the negotiation of a base price, from which premiums are 

added and discounts are subtracted, determined by seller-buyer interaction and agreement on a 

delivery day. Cattle are usually delivered to the packer not more than 14 days after the date the 

livestock are committed to the packer.  

 

Other purchase types for cattle include forward contracts, formula marketing arrangements, and 

packer-owned stock.  

 

 
1 Congressional Research Service, Livestock Mandatory Reporting Act: Overview for Reauthorization in the 116th 
Congress, (June 19, 2019)  https://fas.org/sgp/crs/misc/R45777.pdf  

https://www.cabcattle.com/50-14-letter/
https://www.congress.gov/bill/116th-congress/senate-bill/3693/cosponsors?searchResultViewType=expanded
https://www.congress.gov/bill/116th-congress/house-bill/7501
https://fas.org/sgp/crs/misc/R45777.pdf


 
 

Given these definitions, the bill as proposed would not include negotiated grid purchases as “spot” 

market purchases. However, the enhanced true price discovery that results from the negotiated 

cash price will help drive the negotiated grid price. 

 

 

2. Why are dairy and dairy crossbred cattle, cattle over 30 months of age and foreign-born 

cattle excluded from the proposed 50% spot market purchase requirement and how do these 

excluded populations factor into the 50% spot market purchase calculation for a plant? 

 

Dairy and dairy crossbred cattle, cattle over 30 months, and foreign-born cattle do not represent 

the high-quality cattle that our members, and producers under the Certified Angus Beef label, 

raise. Further, these cattle types are not eligible for delivery against the CME Live Cattle Futures 

Contract, which is why they are sorted into different reporting categories within LMR.  

 

The downward pressure placed on the market due to these cattle are excluded from spot market 

purchase calculations, which fails to provide U.S. cattle producers with a transparent and accurate 

picture of current marketplace conditions.  

 

Apart from the 50-14 effort, but still a consideration under the LMR program, is the non-native 

cattle reporting loophole. Feeder Cattle are sold based on origin, breed, quality, and value. 

Divisions for Feeder Cattle price reporting include Canadian, Mexican, Brahma Cross, and Split 

Load among others. However, Live Cattle LMR reports are based only on gender and dairy 

influence in breeding and include no distinction for non-native cattle. This allows non-native Live 

Cattle to be delivered straight to the packer, while the pricing of imported cattle is reported 

independently from the USDA MPR system. 

 

The Chicago Mercantile Exchange (CME) contract policy now requires that producers who 

deliver live cattle to a CME delivery point sign an affidavit certifying that the cattle were born and 

raised exclusively in the US. Under these new contract changes, CME live cattle price reporting is 

now based solely on the prices for US born and raised live cattle. CME reports serve as a guide 

and benchmark for producers in determining their sale decisions, access to current and accurate 

pricing is essential. 

 

Packers now require that cattle feeders sign affidavits indicating that Feeder Cattle originating 

from Canada and Mexico were on feed for over 100 days. This requirement serves as an industry-

led tracking system for non-native live cattle, ensuring health requirements are adhered to, and 

those with Mexican origin, and often sold at a discount price, are accurately reported. 

 

Currently, MPR divisions only report imported live cattle as “steer” or “heifer”, leaving out 

crucial origin information. This severely impacts the transparency and true price discovery within 

the livestock market and represents an additional loophole outside of the 50-14 effort that needs to 

be addressed.   

 



 
 

Year-to-date, the U.S. has already imported 745,000 head of cattle from Mexico, up 4% from 

2019, and 370,000 head of cattle from Canada, down 10.6% from 2019.2 

 

The non-native loophole allows these cattle to enter into domestic production, potentially under 

the Certified Angus Beef brand.  

 

 

3. What will the impact be on value-added programs such as age-and-source verified, GAP-

certified, NHTC, etc., and associated feeder calf prices, if a feeder’s ability to secure a fed-

cattle market is not assured prior to placing the cattle on feed? 

 

One of the main reasons the 50-14 bill was introduced is to eliminate anti-competitive packer-

feedlot relationships where packers favor large feedlot operations who agree to sell only to that 

packer. The system rewards quantity over quality and gives the packer pricing leverage when 

large quantities of cattle are committed on formula-based contracts. We currently have a system 

where large feedlots with lower quality cattle receive a higher price than smaller feeders receive 

for their high-quality cattle filling the sale barns and yards in the upper Midwest. Family feeders 

should be rewarded for quality, not numbers instead of size.   

 

As an example of how quality can be degraded, consider the hog market.  After the pork industry 

vertically integrated, the incentive for producers became focused on throughput, and no producer 

incentive remains to develop genetics and animals that yield a higher quality, more flavorful 

product. The 50-14 mandate is great for producers wanting to raise quality cattle, like the Certified 

Angus Beef brand is known for, and provide an exceptional consumer eating experience. 

 

Thank you for the opportunity to provide clarification on this pending legislation, and USCA’s 

Marketing and Competition Committees would certainly welcome further discussion on the above 

points.  

 

Sincerely,  

 

 
Dr. Brooke Miller, M.D.  

President,  

U.S. Cattlemen’s Association  

 

 
2 Beef2Live, Cattle Imports, (August 12, 2020) https://beef2live.com/story-cattle-imports-249-
107553#:~:text=The%20United%20States%20has%20imported%20745K%20head%20of%20cattle%20from,%2C%2
0down%2010.6%25%20from%202019.  

https://beef2live.com/story-cattle-imports-249-107553#:~:text=The%20United%20States%20has%20imported%20745K%20head%20of%20cattle%20from,%2C%20down%2010.6%25%20from%202019
https://beef2live.com/story-cattle-imports-249-107553#:~:text=The%20United%20States%20has%20imported%20745K%20head%20of%20cattle%20from,%2C%20down%2010.6%25%20from%202019
https://beef2live.com/story-cattle-imports-249-107553#:~:text=The%20United%20States%20has%20imported%20745K%20head%20of%20cattle%20from,%2C%20down%2010.6%25%20from%202019

