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Introduction 
 

Livestock Auction Markets are regulated by the Packers and Stockyards Act 
(PSA), 1921, and the regulations, as amended and supplemented.   
 
Auction markets play an integral role in the purchase and sale of livestock in the 
United States.  Livestock auction markets are officially defined as “market 
agencies selling, in commerce, livestock on a commission basis” or “furnishing 
stockyard services.”   
 
A stockyard owner is “engaged in the business of conducting or operating a 
stockyard.”   
 
For the purposes of this Basic Procedures Manual, livestock auction markets will 
be simply referred to as “auction markets” or “markets.”  In the U.S. livestock 
industry, they are also commonly known as “sale barns, sales barns, the sale, 
and the barn.” 
 
This manual is not intended to be technical in nature.  Rather, it is to provide 
simple guidelines to help livestock auction markets comply with the PSA. 
 

 
 
 
 
 
 
 
 
  
 
 
 
This Basic Procedures manual is intended as a tool to help auction markets 
understand the requirements for compliance with the P&S Act and regulations.  It 
is not a substitute for professional advice.  Readers should consult their attorney, 
accountant, or other advisers for individual guidance. 

 

 



 

 

PACKERS & STOCKYARD PROGRAM 
Contact Information 

www.gipsa.usda.gov 
 

PACKERS AND STOCKYARDS PROGRAM – HEADQUARTERS 
GIPSA Administrator 
Stop 3601, Room 2055-South Building 
1400 Independence Avenue, SW 
Washington, DC 20250-3601 
(202) 720-0219 
 
 

REGIONAL OFFICES 
 

Eastern Regional Office 
Elkin Parker, Director 
Pam Lake, Admin Officer 
75 Spring Street, Suite 230 
Atlanta, GA 30303 
Telephone 404-562-5840 
FAX 404-562-5848 
 

Western Regional Office 
John Barthel, Director 
Tim Johnson, Admin Officer 
One Gateway Centre 
3950 North Lewiston, Suite 200 
Aurora, CO 80011 
Telephone 303-375-4240 
FAX 3 03-371-4609

Midwestern Regional Office 
Jay Johnson, Director 
Terry Taylor, Admin Officer 
Room 317 
Federal Building 
210 Walnut Street 
Des Moines, IA 50309 
Telephone 515-323-2579 
FAX 515-323-2590 
 

GIPSA HOTLINE 
Any person can report to GIPSA violations or suspected violations and abuses in the 
grain, livestock, meat, and poultry industries. 
 

1-800-998-3447 (toll-free) 
 
Livestock, Meat, & Poultry 
USDA, GIPSA, P&SP 
STOP 3601 
1400 Independence Ave., SW 
Washington, D.C. 20250-3601 
FAX 202-205-9237 
Email:  PSPComplaints@usda.gov 

 
 

http://www.gipsa.usda.gov/�
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(Select:  Forms > P&SP Forms) 
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Section 1 – Posting a Market 
 

A stockyard is “….any place, establishment, or facility commonly known as 
stockyards, conducted, operated, or managed for profit or non-profit as a public 
market…consisting of pens, or other enclosures, and their appurtenances, in 
which live cattle, sheep, swine, horses, mules, or goats are received, held, or 
kept for sale or shipment in commerce.”  All auction “facilities” that meet the 
definition of a “stockyard” must be posted. 
 
 SUBMIT: “Information to be Supplied in Connection With 

Posting a Stockyard.”  (Form P&SP-1200; instructions Form 
P&SP-1200-i.)   

 
The “physical” facility is posted, with a “posting sign” affixed to the facility in 
“plain view of the public.”  The facility remains posted until such time as it can 
no longer be used as a stockyard.  P&SP issues a notice in the Federal Register 
of its intent to “depost” the facility.  (Example:  A stockyard would be deposted 
when the entire structure is leveled to build a strip mall.) 
 
Today, very few new facilities are posted.  When a market is sold, new owners 
take over at an existing facility, where only the name and ownership changes.   
 
 SUBMIT:  “Change of Name of Posted Stockyard,” must be filed 

with the appropriate regional office.  (Form P&SP-1300; 
instructions Form P&SP-1300-i.) 

 
 
 
 
 
 
 
 
 

 



 

 
Section 2 – Records Preparation & Retention 

 
 
 Auction markets must maintain books and records that disclose the full 

nature of each transaction. 
 

 All invoices and account of sale should show the name and address of the 
buyer and seller or some designation (i.e. buyer numbers, seller numbers) 
that can be traced to a master list. 

 
 All order buyers should be shown on the purchases invoices in case there 

is a bond claim against the order buyer. 
 
 Records should be maintained for a period of two full years plus the 

current operating year. 
 
 Records must be dated correctly. 

 
 The market must designate market support purchases. 

 
 If records are inadequate (they do not disclose all transactions), P&SP 

can file a complaint and prescribe the manner and form in which records 
must be kept. 

 
 
 
 
 
 
 
 



 

 
Section 3 – Registration & Bonding Requirements            

 
 

Registration Requirements 
 

Before it can conduct business, an auction market must register with P&SP. 
 
 SUBMIT:  “Application for Registration.”  (Form P&SP-1000; 

instructions Form P&SP-1000-i.) 
 

Some states license auction markets or charge operating fees.  A state license is 
not a substitute for registering with P&SP.  The individual state should be 
contacted for details. 
 

Bonding Requirements 
 

Markets operating under the jurisdiction of the PSA must file a “Condition 
Clause 1” surety bond or a bond equivalent.  If the market fails to pay livestock 
sellers, claims can be filed against the bond (or equivalent). 
 

The amount of bond required is based on the firm’s annual volume and the 
number of sale days.  The minimum amount of bond (or equivalent) allowed is 
$10,000.  Some states require larger minimums. 
 
 

 SUBMIT:  “Bond Required of Livestock Market Agencies, 
Dealers, and Packers.”  (Form P&SP-2000; instructions Form 
P&SP-2000-i.) 

 

—OR— 
 

P&SP allows entities to fulfill the bonding requirement with two alternatives. 
 
The market can utilize a Trust Fund Agreement (TFA), which is secured by 
funds deposited into an FDIC-insured bank account—usually in a certificate of 
deposit.   
 
 SUBMIT:  “Trust Fund Agreement in Lieu of Bond.”  (Form 

P&SP-2200; instructions Form P&SP-2200-i.) 
 



 

 
 
—OR— 
 

The other acceptable option is a Trust Agreement (TA), secured by an 
“Irrevocable, Transferable, Standby Letter of Credit” (LOC).  
 

 SUBMIT:  “Trust Agreement for Use With One or More Standby 
Letters of Credit.”  (Form P&SP-2300; instructions Form 
P&SP-2300-i.) 

 

—PLUS— 
 

 SUBMIT:  “Irrevocable, Transferable, Standby Letter of Credit.”  
(Form P&SP-2600; instructions Form P&SP-2600-i.) 

 

A standby Letter of Credit is, simply, funds held in an FDIC-insured bank, 
which can only be used to pay claims if the market fails to pay for livestock.   
 
 
If the market’s Condition Clause 1 bond needs minor changes, a bond rider can 
be used.  
 

 SUBMIT:  “Rider for General Use With Bond.  (Form P&SP-
2100; instructions Form P&SP-2100-i.) 

 
Minor changes in TFA’s or TA’s can also be handled using a rider. 
 

 SUBMIT:  “Rider for General Use with a Trust Fund Agreement or 
Trust Agreement.  (Form P&SP-2400; instructions Form P&SP-
2400-i.) 

 
There are specific forms to terminate a TA or TFA. 
 

 SUBMIT:  “Termination of Trust Agreement or Trust Fund 
Agreement.”    (Form P&SP-2500; instructions Form P&SP-
2500-i.) 

 
 
 



 

Section 4 – Weighing Livestock 
 
 

Much of the livestock sold through auction markets is sold “based on weight.”  
Livestock scales must be installed, maintained, and operated to ensure accurate 
weights.  Scales must be tested twice annually (at approximately 6-month 
intervals) by a state agency and/or private scale company, on P&SP’s scale test 
form.  The semi-annual scale tests must be submitted to P&SP. 
 

 SUBMIT:  “Livestock Scale Test Report.”  (Form P&SP-4200; 
instructions Form P&SP-4200-i.) 

 

The weighmaster must follow the procedures on the P&SP-15 handout, which 
should be posted near the livestock scale.  Each weighmaster should sign a 
Weigher’s Acknowledgement, which verifies an understanding of P&SP’s 
weighing requirements.  Weighmasters should take their time to ensure that a 
stable weight is available before registering the “pay weight.” 
 

 SUBMIT:  “Weigher’s Acknowledgement and Agreement for 
Weighing Livestock.”  (Form P&SP-4000; instructions Form 
P&SP-4000-i.) 

 

The weight tickets at every market should include: 
 

 The name and location of the “weighing agency” (market). 
 The date of weighing. 
 The name of the buyer and seller/consignor, or a designation 

which can readily identify them. 
 The number of head weighed. 
 The kind of livestock weighed. 
 The actual weight of each draft. 
 The name, initial, or number of the weighmaster (or if required 

by state law, the signature of the weigher). 
 

Other critical weighing requirements (listed on the P&SP-15) are: 
 

 The weighmaster must re-balance the scale every 15 drafts or 15 minutes—
WHICHEVER COMES FIRST. 

 The weighmaster must re-balance the scale between heavy and light 
loads. 

 The weighmaster must be qualified to operate the scale. 



 

 

Section 5 – Custodial Checking Account 
 
 

One of the critical duties of an auction market is to maintain the integrity of its 
custodial checking account. 

 
 Each livestock auction market is required to establish and maintain a 

separate bank account, known as the “custodial account.”   
 

 The custodial account must be maintained in an FDIC-insured bank. 
 

 The custodial account checks, bank statements, and deposit records must 
be designated as “Custodial Account for Shippers’ Proceeds.” 

 

 The custodial account is a trust account.  The market has a fiduciary 
responsibility to maintain the account.  The money in the account does 
not belong to the market—it belongs to livestock sellers. 
 

 All proceeds from the sale of consigned livestock must be deposited into 
the custodial account. 

 

 All payments to livestock sellers must be paid out of the custodial 
account. 
 

 Auction markets can only withdraw funds from the custodial account for: 
 

o Net proceeds due to consignors. 
o Lawful charges against the consignment of livestock (i.e. veterinary 

charges and brand inspection fees). 
o Amount due to the market as compensation for its services (selling 

commissions). 
 

 Non-livestock items should not be paid from the custodial account (i.e. 
tack). 
 

 The bank cannot withdraw funds from the custodial account.  
Agreements can be made with the bank to automatically deposit funds 
into the account as needed, but the auction market must control payment 
back to the bank. 
 

 The market should reconcile the custodial account at least once a month.   



 

 
 The market should maintain adequate reconciliation records, including: 

 

o An outstanding check list. 
o Receivable records. 
o Voided custodial checks. 

 
A common violation enforced by P&SP is the misuse of custodial account funds.  
When a buyer fails to timely pay for livestock purchases, there is an immediate 
impact on the seller’s financial condition. 
 
A market must deposit funds into the custodial account as follows: 
 

 Close of the next business day following the sale: 
 

o Purchases made by the market itself. 
o Purchases made by any owner, officer, or employee. 
o Purchases made by any “credit” buyer. 

 

 If these classes of buyers do not pay for livestock 
by “close of the next business day following the 
sale,” the market itself must cover the purchases.  
An amount equal to the uncollected proceeds 
must be deposited into the custodial account.  
These funds may come from the market’s 
operating account or from personal accounts.   

 

 By the seventh day following the sale: 
 

o Any remaining uncollected receivables, regardless of the 
buyer. This process is often referred to as “reimbursing the 
custodial account.” 

 

 The market must deposit these funds—whether it has actually 
collected the proceeds or not. 
 

 (Reconciling the custodial account regularly—using the system that P&SP 
uses—will help a market stay abreast of its custodial account.  A model 
custodial reconciliation system is found in the APPENDIX.) 

 

 



 

 

Section 6 – Prompt Payment for Livestock 
 

 As previously noted, there are specific requirements regarding the due 
dates for livestock payments. 

 
o The market’s owner(s), officer(s), and/or employee(s) must 

pay for their livestock purchases by close of the next business 
day following the sale. 

o If the market purchases livestock, it must pay by close of the 
next business day. 

o All other buys must pay by the seventh day after the sale. 
 

 If the proceeds are not received, the market must deposit an amount into 
the account that will cover the purchases. 
 

 The table below will help determine when payment is due from different 
classes of livestock buyers. 

 
 
 
 
 
 
 
 
 
 
 
 



 

 
Section 7 – Unfair, Discriminatory, or Deceptive 

Practices 
 

 Stockyard owners and market agencies are prohibited from engaging in or 
using any unfair, unjustly discriminatory, or captive practice or device. 
 

 Among the most common violations found and enforced by P&SP are: 
 

o Failure to promptly pay for livestock. 
o Misuse of custodial accounts. 
o Inaccurate or unacceptable weighing. 

 
 
 

 
 
 
 
 
 
 
 
 
 
 
 
 



 

 
Section 8 – Annual and Special Reports 

 
  Auction markets are required to submit, on a yearly basis, an annual 

report. 
 
 SUBMIT:  “Annual Report of Market Agency – SOC.”  (Form 

P&SP-3003; instructions P&SP-3003-i.) 
 
 Auction markets are requested to file special reports, periodically, 

through the year. 
 
 SUBMIT: “Status of Custodial Bank Account for Shippers 

Proceeds – Special Report.”  (Form P&SP-7001; instructions 
P&SP-7001-i. 

 
 
 
 
 
 
 
 

APPENDIX 
 

 Forms on the following pages are provided in the same order as they are 
described in the manual. 
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