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Executive Summary 

Triple C was created by a group of University of Saskatchewan students attending the College of Agriculture.  The following business plan has explored a base case scenario.  Triple C plans to establish a 2000 head, cow-calf contracting service.  The business plan is focussed on this scenario and thoroughly investigates the operations, human resources, marketing and financial sections.  

The cows will be divided and placed on operator farms and supervised by a manager and a board of directors under a predetermined set of guidelines contained in each contract.  The development of Triple C involves 2000 cows and a selected group of producers who form the operating company.  The virtual cow-calf contracting will create new economic opportunity for Yorkton area farmers.  

The 2000 cow project will require 20 producers who will provide pasture and feed to these animals. Therefore, the selected producers must have the capacity to operate a 100 head cow-calf operation. Once the calves are born and weaned they will move through the markets.

The objective is to provide producers with an opportunity to vertically integrate, pool resources, reduce risk, and create efficiency through economies of scale.  The long-term plan is to create a differentiated beef product featuring quality and consistency, which will capture a premium in the market place. 

Triple C will act as a public corporation.  It will consist of shareholders who will provide Triple C with capital.  The shareholders will be composed of any individual who is willing to invest in the company.  

The organizational structure of Triple C will include an elected board of directors, which will contain a manager, veterinarian, producer, accountant and lawyer.  This group will direct the manager regarding operating decisions such as herd selection, herd management and inventory control. 

Triple C will have four employees: the manager, veterinarian assistant, accountant and secretary.  The manager will be responsible for overseeing the smooth operation of the company.  The veterinarian assistant will ensure herd health.  The accountant will be responsible for maintaining financial records.  The secretary will keep the office environment organized and ensure that producers are informed.  The annual salaries are $50,000, $38,000, $30,000, and $21,000, respectively.  The benefit package includes employment insurance, Canada pension plan, workers compensation, and medical/dental/optical

Shareholder equity required for the project is $1,950,000, which will be raised through an initial private offering.  The capital raised will be drawn solely on the monies received from shareholders.  Therefore, Triple C will not obtain any debt financing. 

Operators will be paid on the basis of a per cow per day arrangement.  Once Triple C is established, proven producers may be given a percentage of the calf share, which will be used to reward operators for their performance.  

Triple C will endure an 8-month period before receiving any significant income.  This corresponds to the length of time it takes to raise a calf to market weight. 

This contracting service has been tailored to fit the requirements and conditions that are unique to Triple C.  A priority of the company is to offer investors the highest possible return. In the same way, operators will recover their costs of production including labor from each calf crop.

Triple C will market both a product and a service.  The product includes the cattle while contracting out the cattle is the service.  The products and the service will be marketed under the label of Triple C.  Marketing of the cattle will be through Heartland Livestock (Nilsson Bros. Inc.), as well as through various feedlots.  By guaranteeing a supply to Heartland, the company feels that there may be a close relationship established.  By doing this we hope to get reduced commission rates and increased cattle prices.

The financial model was created on an excel spreadsheet.  The model used allowed us to gain perspective on various scenarios.  The critical factors for Triple C to operate are the contracting costs and calf prices.  The net present value and the internal rate of return determined the feasibility of Triple C.

Conclusion and Recommendations

Over the course of the project, Triple C has run into several items that are viewed as a cause for concern when starting a cow-calf contracting business in Saskatchewan.

Firstly, the contracting cost for our business is 96% of the expenses that the business incurs.  Triple C has decided not to lower the contracting costs because it is not economical for the producer to enter the industry if the contracting costs are too low. 

Secondly, the calf price is a critical variable.  Cattle prices are known for their fluctuations and Triple C would be unable to maintain operations if cattle prices were to fall dramatically.

Thirdly, for Triple C to enter the industry, it was decided they would buy 2000 head of cattle, which is a large amount of inventory to pay for at one time. At this point and time in the industry, cattle prices are quite high, which make it extremely expensive to get into the industry.

Fourthly, Triple C has decided to raise all of its capital by way of selling shares.  Raising capital through shares would be a very difficult task. Investors want a high internal rate of return and since Triple C has a negative internal rate of return, investors are not likely to invest in our company.

Based on the evaluation of the possible scenario, Triple C should not proceed with their cow-calf contracting service.     

Triple C recommendations:

1. The company should start with a lower cattle inventory and build up more slowly.

2. The company should consider building their own facilities to produce the cattle thereby eliminating the contracting costs.  
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