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Amendment Transmittal 
 

A Reasons for Amendment    
 
Paragraph 4 has been amended to include references to FSA handbooks with procedures related 
to payment eligibility and payment limitation. 
 
Subparagraph 16 B has been amended to update the rules applicable to USDA programs 
currently administered by FSA. 
 
Subparagraphs 52 C and D have been amended for clarification of what supporting 
documentation may be requested and used in support of payment eligibility and payment 
limitation determinations. 
 
Subparagraph 55 A has been amended to include that only forms with OMB approval may be 
used for information collection.  
 
Subparagraph 199 C has been amended to include that the exceptions to the entity notification 
requirements do not apply to AGI compliance.   
 
Subparagraphs 200 A and B have been amended for clarification. 
 
Subparagraph 202 A has been amended to include a reference to DCP.  
 
Subparagraph 255 A has been amended to include the regulatory definition of Indian tribe. 
 
Subparagraphs 316 F and 335 G have been amended for consistency with 1-CM. 
 
Subparagraph 363 B has been amended to include that both the grantor and co-grantor will be 
combined with a revocable trust as 1 “person” for payment limitation purposes. 
 
Subparagraph 363 F has been amended for clarification as advised by OGC.  
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Amendment Transmittal (Continued) 
  
A Reasons for Amendment (Continued) 

 
Subparagraph 396 B has been amended to require that all determinations made by CED’s under 
the re-delegation of authority by COC’s be recorded in COC minutes.  
 
Subparagraph 630 A has been amended for clarification of the required AGI certifications and to 
include a specific reference to using POA’s in AGI certifications. 
 
Subparagraph 632 B has been added to provide a guide for using IRA data in AGI 
determinations. 
 
Subparagraph 632 D has been added for the comparison of average AGI and the average AGI 
derived from farming, ranching, or forestry operations.  
 
Subparagraph 632 E has been added to include reference to a worksheet for AGI determinations 
and verifications. 
 
Subparagraph 663 C has been amended for clarification. 
 
Subparagraph 688 A has been amended to provide a revised Worksheet 10, AGI Compliance for 
AGI compliance determinations and verifications. 
 
Exhibit 2 has been amended to include the regulatory definition of Indian tribe.   
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Par. 4 
4  Related References 
 
  A Related FSA Handbooks 
 
   FSA handbooks related to payment eligibility and payment limitations include: 
 

•*--9-AO for audits and investigations 
• 16-AO for State and County organization and administration--* 
• 1-APP for appeals 
•*--1-AS for directives management 
• 25-AS for record operations--* 
• 1-CM for common management and operating procedures 
•*--3-CM for farm, tract, and crop data--* 
• 5-CM for “person” determinations subject to 7 CFR Part 795 
•*--8-CM for common land unit--* 
• 7-CN * * * for cotton price support payments 
•*--1-COR for quality control 
• 2-CP for acreage compliance determinations 
• 7-CP for finality rule and equitable relief--* 
• 1-CRP for CRP 
• 2-CRP for CRP 
•*--4-DAP (Rev. 1) for livestock assistance programs 
• 5-DAP crop disaster assistance for 2001-02 
• 5-DAP (Rev. 1) crop disaster assistance for 2003-04--* 
• 1-DCP for direct and counter-cyclical payments 
•*--2-DCP for direct and counter-cyclical payments 
• 1-ECP for ECP--* 
• 58-FI for claims and withholdings 
•*--3-LD for DIPP 
• 10-LD for lamb meat adjustment assistance program 
• 11-LD for milk income loss contract programs 
• 2-LP Grains and Oilseeds for grain and oil seeds price support programs 
• 2-LP Peanuts for peanut price support programs 
• 2-LP Rice for rice price support programs 
• 2-LP Honey for honey price support programs--* 
• 6-LP for commodity price support loans 
•*--8-LP for marketing assistance price support programs 
• 1-NAP for noninsured crop disaster assistance--* 
• 2-PL for subsidiary files 
•*--3-PL for web-based subsidiary files 
• 1-SP for special programs and TAA  
• 1-TAP for TAA.--* 

 
5-13 (Reserved) 
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Par. 16 
16  Applicable Programs 
 
  A Introduction 
 
   The payment limitation and payment eligibility provisions in this handbook apply to multiple 

programs.  This paragraph includes the current programs that are affected by the payment 
limitation and payment eligibility provisions. 

 
  B General Applicability 
 
   [7 CFR 1400.1 (a) and (b)]  This table provides the rules in this handbook that apply to 

USDA-administered programs. 
*-- 

Applicable Rules 

Program or 
Payment Person 

Actively 
Engaged in 

Farming 
Cash-Rent 

Tenant 
Permitted 

Entity 
Foreign 
Person AGI 

Gross 
Income/ 
Revenue

DCP Payment • •  •  •  •  •  
Price Support 
LDP’s • •  •  •  •  •  
Loans     •    
MLG’s • •  •  •  •  •  
Conservation 
CRP • •  •  •  •  •  
CSP      •  
ECP •     •  
EQIP      •  
GRP      •  
Crop Disaster 
DAP (2001-02) •      • 
DAP (2003-04) •     •  
NAP •      • 
TAP •       
Livestock 
AILFP •       
LAP •    •   • 
Section 32 Disaster Programs 
FIP      •  
HIP      •  
LIP      •  
TIP      •  
Other 
AMA •     •  
TAA •     •  

         --* 
1/ Payments are limited by attributing payments to individuals and entities based on their 

share in the payment recipient. 
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 Par. 52 
52  Documentation 
 
  A Introduction 
 
   This paragraph provides guidelines on documentation needed to support COC determination. 
 
  B Adequate Documentation 
 

COC shall require adequate documentation to support the applicable CCC-502 and CCC-526. 
 
   Definition: Adequate documentation is whatever documentation is required by the 

reviewing authority to make proper “actively engaged in farming”, “person” 
determinations, and the determination of average adjusted gross income 
compliance. 

 
  C Documentation Not Required 
 
   The reviewing authority should avoid requiring documents that are extremely personal if the 

determination can reasonably be made without the documents.  COC may: 
 

•*--accept documents with redacted information that is not relevant to the determinations of 
“actively engaged in farming”, “person”, and average AGI--* 

 
• accept income tax returns to make the determination if voluntarily provided by the 

producer. 
 

• request income tax returns * * * to verify compliance with all payment eligibility 
requirements. 

 
   It is not anticipated that amounts paid for land leases or equipment leases will be needed 

unless the equipment or land is leased from another member having an interest in the farming 
operation. 
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Par. 52 
52  Documentation (Continued) 
 
  D Documentation That May Be Used 
 
   Supporting documents may include legal documentation concerning: 
 

• land ownership 
 

• corporations 
 

 *--Note: Required information for corporations for determination of signature authority 
and corporate shares includes copies of: 

 
• Articles of Incorporation 
• corporate meeting minutes 
• stock certificates.--* 

 
• trusts 

 
    Note: A copy of the trust agreement must be provided by the trust unless the trust is 

revocable. 
 

• partnerships 
 

• operating agreements 
 
• land and equipment leases 

 
• financial agreements, including letters of credit 

 
• any other information, including income tax returns, needed to apply the payment 

eligibility and payment limitation rules. 
 
  E Scrutiny of Trusts 
 
   All trusts that receive payments shall be carefully scrutinized to ensure that the trusts are 

legitimate entities and have not been created solely for evading payment limitation 
provisions. 

 
   County Offices shall: 
 

• require trusts to provide a copy of the trust agreement unless the trust is a revocable trust 
 

• determine whether provisions are included in the trust agreement that would require the 
trust to be considered a revocable trust according to paragraph 362. 
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Par. 55 
55  General Forms’ Requirements 
 
  A Introduction 
 
   This paragraph provides a guide of forms that are required to be filed by a producer. 
 

 *--Note: Only forms with OMB approval shall be used.--* 
 
  B CCC-502 Requirements 
 
   This table provides an overview of CCC-502 requirements. 
 

IF the participating producer is... THEN require... Paragraph Reference 
an individual CCC-502A or 

CCC-502EZ. 
277 and 278 

a general partnership or joint venture CCC-502B. 297 
a corporation, limited partnership, 
limited liability company, association, 
or any other similar entity 

CCC-502C. 316 

an estate or trust CCC-502D. 335 
 

C CCC-502 Continuation and CCC-502U 
 
CCC-502 Continuation may be used: 
 
• as a continuation sheet for leased or owned land 
• to update a previously filed CCC-502 according to paragraph 50 
• with CCC-502A, CCC-502B, CCC-502C, CCC-502D, or CCC-502EZ. 
 
CCC-502U is used to update a previously filed CCC-502 according to paragraph 50. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
1-8-07           1-PL (Rev. 1) Amend. 47 Page 2-63 

(and 2-64) 



. 



Par. 199 
199 Notification Exceptions 
 
  A Introduction 
 
   The notification requirements for entities apply to all entities receiving payment, including 

embedded entities, unless an exception in this paragraph applies. 
 
  B Exceptions 
 
   Notification requirements do not apply if the entity: 
 

• is publicly traded on 1 of the following stock exchanges: 
 

• New York Stock Exchange 
• American Stock Exchange 
• Pacific Stock Exchange 
• National Association of Stock Dealers Automated Quotations (NASDAQ) 

 
• has more than 100 members 

 
• is tax exempt under section 501(C)(3) of the Internal Revenue Code. 

 
    Notes: Approval by IRS shall be indicated by providing COC with a copy of either of the 

following: 
 

• IRS determination letter notifying the organization or entity of approval as a 
tax exempt entity for the year 

 
• copy of the organization’s or entity’s most recently filed IRS-990. 

 
      Documentation not effective for the current year may be accepted if COC is 

satisfied the status for the current year is the same as supported by the 
documentation. 

 
   Note: If the entity meets 1 of the exceptions stated in this subparagraph, it must also meet 

the requirement in subparagraph C. 
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Par. 199 
199 Notification Exceptions (Continued) 
 
  C Requirement if Entity Qualifies for Exception 
 
   If an exception in subparagraph B applies, a responsible representative of the entity must 

certify member ownership interest according to this table. 
 

IF... THEN... 
no member 
holds 5 percent 
interest in the 
entity 

• enter on applicable CCC-502, section 5, the statement, “No member 
holds more than 5 percent ownership interest in this entity.” 

 
• have the entity representative initial the statement and sign 

CCC-502C or CCC-502D 
 
• CCC-501A and CCC-501B are not required. 

a member 
holds more 
than 5 percent 
interest in the 
entity 

• the entity must provide membership information for those members 
with more than 5 percent interest 

 
• the entity is not required to provide the membership information for 

the balance of its members 
 

Note: On the applicable CCC-502, enter the statement, “Except as 
listed above, no other member holds more than 5 percent 
ownership interest in this entity.” 

 
• the representative of the entity must initial the statement and sign 

CCC-502C or CCC-502D 
 
• members and embedded entities, if applicable, shall be entered on 

CCC-501A. 
 
Note: Designation as a “permitted entity” is not required by members 

with less than 10 percent interest unless COC determines the 
interest a substantial beneficial interest. 

 
 *--Note: The exceptions in this paragraph do not apply to AGI compliance (see 

subparagraph 630 A.--* 
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Par. 200 
200 Required Information 
 
  A Rule 

 
Each entity that submits a contract for a program or an application for payment that is subject 

 *--to permitted entity designations or payment limitation control by attribution must provide--* 
COC the name, ID number, and address of each individual and embedded entity that holds or 
acquires any interest, directly or indirectly, in the entity earning payment.  This information 
will be recorded on CCC-501A.  See paragraph 201. 
 

   Notes: Joint operations are not entities. 
 
     See paragraph 199 for notification exceptions. 
 
  B Information Deadline 

 
[7 CFR 1400.502]  Provide the information to COC at the time CCC-502C or CCC-502D is 
filed. 
 
If the required information is not filed in the County Office according to paragraph 50, the 
entity will be ineligible to receive program payments. 
 
Note: If an entity participates only in programs not subject to permitted entity designations, 

 *--CCC-501B is not required.  However, embedded membership information, if--* 
applicable, is required on CCC-502’s to resolve “person” determinations. 
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Par. 201 
*--201 Completing CCC-501A, Member’s Information--* 
 
  A Who Must Complete CCC-501A 
 
   Each corporation, limited partnership, estate, trust, or similar entity that submits a contract 

for payment that is subject to the limitation must provide the member’s information required 
on CCC-501A. 

 
   Exception: CCC-501A is not required if all of the first level members are individuals. 
 
   Note: New CCC-501A’s are not required to be filed in subsequent years if CCC-502 is 

updated according to paragraph 53. 
 
  B Filling Responsibility 
 
   The entity that is earning payment is responsible for obtaining and providing the required 

information to COC. 
 
  C Deadline for Submitting CCC-501A 
 
   The entity earning payment shall provide the completed CCC-501A to COC at the time 

CCC-502C or CCC-502D is filed. 
 
  D Filing and Distribution 
 
   File the original in the entity’s payment limitation folder and give the second copy to the 

payment entity. 
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Par. 202 
202 Results of Nondisclosure 
 
  A COC Responsibilities 
 

[7 CFR 1400.301 (e)]  If the entity fails to provide COC with the name, ID number, and 
address of each applicable individual and entity, COC shall: 

 
• deny any payment earned by the entity 

 
• notify the entity of the denied payment and reason for the denial 

 
• not be responsible for notifying the members 

 
•*--permit the producer to cancel the applicable contract according to 1-DCP or 1-CRP.--* 

 
203-213 (Reserved) 
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Par. 254 
254 Minor Child (Continued) 
 
  D Exception Restrictions 
 
   Either of the following must be met for the minor to remain as a separate person: 
 

• the minor meets all of the following: 
 

• has established and maintains a separate household from the parent or 
court-appointed person 

 
• personally carries out the farming activities in his or her operation 

 
• maintains a separate accounting for his or her farming operation 

 
• the minor meets all of the following: 

 
• does not live in the same household as his or her parents 
• is represented by a court-appointed person responsible for the minor 
• has ownership of the farm vested in him or her. 
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Par. 255 
255 Native Americans 
 
  A Definitions 
 

 *--Indian tribe means any Indian tribe, band, nation, pueblo, or other organized group or 
community, including any Alaska Native village or regional corporation as defined in or  
established under the Alaska Native Claims Settlement Act, which is recognized as eligible 
for the special programs and services provided by the U.S. because of their status as Indian. 

 
Tribal venture is a joint operation conducted by members of a Native American or Indian 
tribe.--* 

 
B Rule 

 
   This table provides rules applicable to Native Americans. 
 

IF the farming 
operation is 
conducted by... THEN... 
the tribal venture 
on land it owns 

• payments exceeding 1 limitation may be made to the tribal venture if a 
BIA official or tribal council certifies that no 1 “person,” directly or 
indirectly, will receive more than the limitation (this should be 
completed on item 18, “Remarks,” or attached to CCC-502B 

 
 Note: [7 CFR 1400.105 and 1400.106] “Person” includes spouse and 

minor children unless determined separate “persons.” 
 
• [7 CFR 1400.207]  individual members are considered “actively 

engaged” because of land ownership 
 
• earnings are attributable to each individual Native American, and each 

individual may select 2 “permitted entities” if applicable 
 
• use CCC-502B. 

the tribal venture 
on land that is 
rented or 
otherwise acquired 

determinations must be made as for any other joint operation on CCC-502B. 

individual Native 
Americans or 
groups of Native 
Americans 
represented by 
BIA on allotted 
land 

• a BIA official must certify that no 1 “person,” directly or indirectly, will 
receive more than the limitation (this should be completed on item 18, 
“Remarks,” or attached to CCC-502B) 

 
• individual members are considered “actively engaged” because of land 

ownership 
 
• earnings are attributable to each individual Native American, and each 

individual may select 2 “permitted entities” if applicable. 
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Par. 316 
*--316 Completing CCC-502C, Farm Operating Plan for Payment Eligibility Review for 

Corporations, Limited Partnerships or Other Similar Entities (Continued) 
 
  F Example of CCC-502C (Continued) 
 

 
            --* 
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Par. 316 
316 Completing CCC-502C, Farm Operating Plan for Payment Eligibility Review for 

Corporations, Limited Partnerships or Other Similar Entities (Continued) 
 
  F Example of CCC-502C (Continued) 

*-- 

 
            --* 
317 (Withdrawn--Amend. 4) 
 
318-330 (Reserved) 
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Par. 335 
335 Completing CCC-502D, Farm Operating Plan for Payment Eligibility Review for an Estate 

or Trust (Continued) 
 
  G Example of CCC-502D (Continued) 

*-- 

 
            --* 
336-360 (Reserved) 
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Par. 363 
363 “Person” Determinations - Trusts 
 
  A General Rule 
 

[7 CFR 1400.103]  For payment limitation purposes, a trust is eligible to be considered a 
separate “person” from any other individual or entity, if the trust: 

 
• has a separate and distinct interest in the land or crop involved 

 
• exercises separate responsibility for this interest 

 
• maintains funds or accounts separate from that of any other individual or entity for this 

interest. 
 

 *--B Revocable Trust Combined With Grantor and Co-Grantors 
 
   Revocable trusts are combined with the grantor and co-grantors of the trust. 
 
   Note: See subparagraph D to determine whether the beneficiary should also be combined 

with the grantor or co-grantors and the revocable trust.--* 
 
  C Trusts With Minor Beneficiaries 
 
   For trusts with 1 or more minor children as beneficiaries and the minor does not qualify as a 

separate “person” according to paragraph 254, the minor child’s interest is considered to be 
the parent’s or court-appointed person’s interest. 

 
   Note: If the minor child is the sole beneficiary or if all the minor children are under the 

same parent or court-appointed person’s care, the trust, the minor, and the parent or 
court-appointed person are combined as 1 “person.” 
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Par. 363 
363 “Person” Determinations - Trusts (Continued) 
 
  D Guidelines for Determining “Person” 
 
   Use this table to determine whether a trust is a separate “person” from the beneficiary or 

beneficiaries. 
 

IF the trust has... THEN the trust is... 
only 1 beneficiary combined as 1 “person” with the 

beneficiary. 
• 2 or more beneficiaries that are not 

combined as 1 “person” 
 
• farming interests separate and distinct 

from all individuals or entities including 
the beneficiaries 

a separate “person” from the 
beneficiaries. 
 
Note: See subparagraph C if all 

beneficiaries are minors. 

1 or more beneficiaries and these 
beneficiaries have more than 50 percent 
interest in this trust and 1 or more other trusts 
 
Note: Include interests of beneficiaries 

combined as 1 “person.” 

combined with all other trusts that have 
these common beneficiaries holding more 
than 50 percent interest. 
 
Note: Combine only similar trusts, that 

is, irrevocable trust with another 
irrevocable trust. 

 
  E Programs Not Requiring Determination of “Actively Engaged” 
 
   If a program requires a determination of “persons” but not a determination of “actively 

engaged in farming,” the following is also required to be eligible for payments or benefits: 
 

• the claimed share of the profits or losses of the farming operation must be commensurate 
with the contributions to the farming operation 

 
• contributions at risk. 

 
 *--F IRA’s 

 
An IRA may be considered an eligible program participant as a trust only if the Regional 
Attorney determines the account: 
 
• has full function of a trust 
• is owner of the land on which program benefits are requested. 

 
Note: Consultation and approval of the Regional Attorney is required before any 

determinations of eligibility.--* 
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Par. 396 
396 Redelegating Authority 
 
  A Introduction 
 
   COC may redelegate their authority to CED to make “actively engaged in farming” and 

“person” determinations in certain circumstances. 
 
  B Circumstances for Redelegation 
 
   COC’s authority to make “actively engaged in farming” and “person” determinations may be 

redelegated to CED when the cases delegated are of a routine nature. 
 

 *--Note: Record all COC determinations in COC minutes including those determinations made 
by CED for COC.--* 

 
  C Spot-Checking Redelegated Determinations 
 
   Periodically, COC’s and DD’s shall review a sufficient number of redelegated cases to 

ensure that proper determinations are being made. 
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Par. 397 
397 Meritorious Relief 
 
  A Misaction or Misinformation 
 
   *--See 7-CP for cases involving misaction or misinformation.--* 
 
398 Incorrect Determinations 
 
  A Corrective Action 
 
   Use this table if a determination is found to be in error by any reviewing authority. 
 

IF a determination is found to 
be in error... THEN... 
within 60 calendar days of the 
date the producer filed 
CCC-502 

• the producer shall be immediately notified of the 
corrected determination and advised of the right to 
appeal according to 1-APP 

 
• the corrected determination shall be applicable for 

the current year, unless COC determines and DD 
concurs that both of the following apply: 

 
• the error was not so great that the producer 

should have noticed it 
 

• the producer, relying on the erroneous written 
determination and acting in good faith: 

 
• materially changed plans because of the 

erroneous determination 
 

• was not notified in time to comply with the 
correct determination without suffering a 
loss. 
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Par. 630 
630 Certification of Average AGI 
 
  A Certification 
 
   To comply with the AGI requirement for the applicable crop year, an individual or entity 

shall provide one of these items: 
 

• a statement by a certified public accountant or an attorney that the average AGI does not 
exceed the limitation 

 
• CCC-526 
 
• the appropriate document or form when AGI certification is part of the application for a 

specific program.  (See Exhibit 6.) 
 
   An individual or entity with multi-county farming interests is required to submit only 

1 average AGI certification; and it may be submitted in any County Office in which an 
interest is held.  However, the control County Office shall make any required AGI 
compliance determinations.  This data shall be shared in the same manner as other payment 
eligibility and payment limitation determinations.  If AGI compliance determination is 
adverse, the producer notification shall be issued from the committee of the control County 
Office with associated appeal rights.  See 1-APP. 

 
 *--Certifications are required for all individuals, entities, embedded entities to the 5th level 

(including all interest holders in an entity), general partnerships, or joint ventures to 
determine compliance.  If an ownership interest is not held by an individual in the 5th 
level of ownership in an entity, no payment or benefit shall be made with respect to 
such interest. 

 
   Notes: Use CCC-501A’s and CCC-502’s as guides to determine the certifications required. 
 

Substantial beneficial interest rules do not apply. 
 

POA may be used to complete certification statements, if POA specifies authority for 
such action.--* 

 
Lack of required certification will result in payment ineligibility. 

 
The certification must be submitted according to the deadlines established by the applicable 
programs and before issuing any benefit subject to these provisions. 
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Par. 630 
*--630 Certification of Average AGI (Continued) 
 
  B Example of CCC-526 
 

 
--* 

 
 
 
 
10-14-03         1-PL (Rev. 1) Amend. 41 Page 6.5-8 



Par. 632 
632 Determination of AGI and Average AGI 
 
  A Determining AGI 
 
   Determine AGI according to the following table. 
 

IF certification is by... THEN AGI is the... 
an individual filing a 
separate tax return 

amount reported as AGI on the final Federal tax return for the 
individual for the applicable year. 

an individual filing a 
joint tax return 

full amount reported as AGI on the final Federal tax return for 
the applicable year. 
 
Exception: A certification is provided by a certified public 

accountant or an attorney that specifies what the 
amounts would have been if separate tax returns 
would have been filed for the applicable year. 

a LLC, LLP, LP, or 
similar type of 
organization 

income from trade or business activities plus the amount of 
guaranteed payments to the members as reported on the final 
Federal tax returns for the applicable year. 

an estate or trust adjusted total income plus charitable deductions as reported on 
the final Federal tax return for the applicable year. 

a corporation, including 
subchapter S corporation  

total taxable income plus the amount of charitable contributions 
as reported on the final Federal tax return for the applicable year.

a tax-exempt or 
non-profit organization 

unrelated business taxable income as reported to IRS less any 
income that CCC determines to be from noncommercial sources.

 
   Note: See Exhibit 10 for examples of IRS tax return forms. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
1-8-07             1-PL (Rev. 1) Amend. 47 Page 6.5-13



Par. 632 
632 Determination of AGI and Average AGI (Continued) 
 

 *--B Using IRS Data for AGI Determination 
 

The following table provides guidance on AGI determination using data reported to IRS. 
 

IF determining AGI 
for… 

THEN see 
IRS Form… AND use the amount entered on…  

individuals 1040 • line 37 (AGI) for 2005 
• line 36 (AGI) for 2004 
• line 34 (AGI) for 2003 
• line 35 (AGI) for 2002 
• line 33 (AGI) for 2001 
• line 33 (AGI) for 2000. 

LLC’s, LLP’s, LP’s, or 
other similar type 
organization  

1065 line 22 (total income from trade or business)  
plus  
line 10 (guaranteed payments to partners)  
 
(For the years 2000 through 2005.) 

estates or trusts 1041 line 17 (AGI)  
plus  
line 13 (charitable deductions)  
 
(For the years 2000 through 2005.) 

corporations 1120 line 30 (total taxable income) 
plus  
line 19 (charitable contributions)  
 
(For the years 2000 through 2005.) 

tax-exempt or charitable 
organizations 

990-T line 34 (unrelated business taxable income)  
minus  
income that CCC determined to be from 
non-commercial activity. 
 
(For the years 2000 through 2005.) 

 
Note: Variations of the referenced tax forms or comparable forms may apply in which the 

line items for the appropriate income amounts will be different.--* 
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Par. 632 
632 Determination of AGI and Average AGI (Continued) 
 

C Determining Average AGI (Continued) 
 
   Determine the average AGI according to the following table. 

 
IF determination is for an: THEN average AGI is the average: 
• individual 
 
• entity in business in 

existence for all of the 
applicable 3-year period 

of AGI, including losses for the 3 tax years immediately 
preceding the applicable crop, program, or FY. 
 
Note: This includes entities not required to file a Federal 

tax return, or an entity that did not have taxable 
income in 1 or more years of the applicable 3-year 
period. 

entity not in business for all of 
the applicable 3-year period 

AGI, including losses for only those years in the base 
period that the new entity was in business. 

 
 *--D Average AGI Exceeds $2.5 Limitation 

  
When the average AGI is greater than $2.5 million, a comparison must be made to determine 
if less than 75 percent of the average AGI was derived from farming, ranching, or forestry 
operations.  
 
Individuals - see IRS Form 1040; compare the 3-year average of line 18 (farm income or 
loss) with the average AGI, as determined for the same time period. 
 
LLC’s, LLP’s, or LP’s and other similar organizations - see IRS Form 1065; compare the 
3-year average of line 5 (farm income or loss) with average AGI, as determined for the same 
time period. 
 
Estates and Trusts - see IRS Form 1041; compare the 3-year average of line 6 (farm income 
or loss) with the average AGI, as determined for the same time period. 
 
Corporations - see IRS Form 1120; compare the 3-year average of line 10 (other income per 
Schedule F) with the average AGI, as determined as for the same time period. 
 
Tax-Exempt or Charitable Organizations - see IRS Form 990-T; compare the 3-year 
average of line 8 (interest, annuities, royalties, and rents per Schedule F) with the average 
AGI, as determined for the same time period. 
 
Note: Exceptions may be applicable to the 3-year base period. 

 
E AGI Compliance Worksheet 

 
For AGI compliance determinations, use Worksheet 10 in paragraph 688.--* 
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Par. 632 
632 Determination of AGI and Average AGI (Continued) 
 
  F Rule for “New” Entity 
 
   A new entity shall not be considered “new” to the extent that it takes over an existing 

operation and has any elements of common ownership or interests with the preceding entity, 
or individuals and entities, with an interest in the “old” entity.  

 
   The income of the “old” entity will be averaged with the income of the “new” entity for 

the base period if any of the elements of commonality are present. 
 
   Example for 2003: Twin Farms Corporation (TFC) is comprised of John Smith 

(50 percent) and John Smith (50 percent). 
 

The average AGI from the years 2000, 2001, and 2002 for TFC was 
$3 million and less than 75 percent was derived from farming, 
ranching, or forestry operations. 

 
TFC was determined ineligible for 2003 program benefits as a result of 
exceeding the average AGI limitation.  TFC had $3 million in AGI for 
2003. 

 
   Example for 2004: Smith LLC is comprised of John Smith (5 percent), Joe Smith 

(5 percent), and TFC (90 percent). 
 

Smith LLC takes over the farming operation previously represented as 
that of the TFC. 

 
The average AGI for Smith LLC for 2004 payment eligibility purposes 
will be $3 million, the average of AGI of Smith LLC and TFC for the 
years 2001, 2002, and 2003.  Smith LLC is ineligible for 2004 
program benefits subject to the average AGI limitation. 
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Par. 633 
633 Selecting Cases for Review 
 
  A Selecting Cases  
 
   Reviews for compliance with AGI requirement may: 
 

• be initiated by COC or STC representative 
• be selected on a nation-wide basis by DAFP. 

 
  B Verifying Compliance 
 
   Information necessary to verify compliance includes but is not limited to the following: 
 

• Federal and State income tax returns 
• financial statements 
• balance sheets 
• reports prepared for other government agencies 
• information prepared for a private lender 
• other credible information of income for the qualification period. 

 
   Note: Federal and State income tax information may be requested by the reviewing 

authority if that is the only means to establish compliance with AGI provisions. 
 
   The reviewing authority shall make every effort to safeguard the confidentiality of the 

information provided. 
 
   Note: Information provided by program participants to verify compliance with the 

provisions of this part shall not be subject to any requests submitted under FOIA. 
 
  C Notification of Selection 
 
   Program participants selected for review shall be notified in writing of: 
 

• the nature and reason for the review 
• suggested sources and types of information most helpful  
• the established deadline to submit the information 
• consequences of failing to timely provide the requested information. 
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Par. 633 
633 Selection of Cases for Review (Continued) 
 
  D Failure to Provide Information 
 
   Failure to timely provide correct and accurate information to establish compliance with AGI 

requirement will result in any of the following: 
 

• ineligibility for all program payments subject to this requirement for the applicable year 
• required refund of all such program benefits affected 
• possible civil suit or criminal prosecution. 

 
   If requested information is not timely provided: 
 

• notify the program participant of the ineligibility for payments from the affected 
programs 

 
• include appeal rights according to 1-APP. 
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Par. 634 
634 Commensurate Reduction 
 
  A Commensurate Reduction of Payments 
 

[7 CFR 1400.603]  Any payment and benefit earned by an entity or joint operation shall be 
reduced by an amount that is commensurate with the direct and indirect interest of any 
member or shareholder who either: 

 
• is determined to have an average AGI in excess of the limitation 
• fails to timely submit a certification statement. 

 
   Ownership interest in an entity shall be reviewed to the fifth level, if applicable, to determine 

applicable commensurate share reductions. 
 
   Note: If at the fifth level the ownership interest is not held by an individual, then that share 

represented by such interest is not be eligible for payment or benefits. 
 
   The reduction in payment and benefits applies to: 
 

• the crop, program, or FY 
• all program payments and benefits to which AGI applies. 
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Par. 635 
635 Average AGI and NRCS Program 
 
  A Data-sharing with NRCS 
 
   NRCS: 
 

• administers some programs for which payments and benefits subject to the average AGI 
limitation are issued 

 
• has the responsibility of program coordination and delivery. 

 
   FSA has the responsibility for the data collection and determination of AGI compliance for 

those program participants. 
 
   Upon request from NRCS, FSA will supply AGI compliance data for the participants 

specified in that request. 
 
   If the participant is on FSA records as a program participant in FSA administered programs, 

FSA will provide the following: 
 

• AGI certification statement submitted by that producer 
 

• a cover letter that states whether this individual or entity was considered in compliance 
with AGI, based on the information provided 

 
• screen print of the eligibility file that shows the ‘value’ set for the corresponding AGI 

compliance determination for the producer.  
 
   This certification will be continuous for subsequent years unless the participant revises such 

certification, or FSA determines otherwise. 
 
   If a statement is not on file: 
 

• FSA will request such certification from the such program participant 
• FSA will make the corresponding AGI compliance determination 
• provide same notice as specified above. 

 
636-649 (Reserved) 
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Par. 663 
663 Failure to Provide Documentation 
 
  A Introduction 
 
   Producers selected for an end-of-year review must provide the reviewing authority with 

requested documents.  This paragraph explains the adverse actions that will be taken if a 
producer does not comply with this requirement. 

 
  B Documentation Not Provided 
 
   A producer’s failure to submit end-of-year review documentation shall result in the following 

actions. 
 

IF the producer... THEN the producer shall be... 
• refuses to provide the requested 

information 
 
• does not provide information 

within 30 calendar days 

• determined not “actively engaged in farming” 
 *--for the year of the review and all later years 
 until eligibility can be re-established--* 
 
• notified of the revised determination, and given 

appeal rights 
 
• required to refund payments earned as a result 

of the previous “actively engaged in farming” 
determination, according to the applicable 
program handbook. 

 
Note: Follow 58-FI for issuing the initial 

notification letter. 
 
Note: This determination does not require COC 

action. 
 
   Note: The reviewing authority may extend the deadline to provide information if merited by 

unusual circumstances. 
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Par. 663 
663 Failure to Provide Documentation (Continued) 
 
  C County Office Action 
 

After a producer is determined not “actively engaged in farming” or ineligible for payment 
because of non-compliance with AGI provisions, County Offices shall update the eligibility 
records through the eligibility or entity file. 
 
* * * 

 
664-670 (Reserved) 
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Par. 688 
688 Worksheet 10, AGI Compliance 
 

A Worksheet 10  
 
Use this worksheet to determine AGI compliance for the producer for the year under review.  
Complete multiple worksheets as needed to include all members of producers that are 
entities and/or joint operations. 

 
Producer ____________________________  Year under review _____________ 
*-- 

Step Action Result 
1 Enter AGI from the 3 previous years from all sources 

(agriculture and non-agriculture): 
 
 Year  Amount 
___________   $_____________ 
___________   $_____________ 
___________   $_____________ 
 

 

2 Total the amounts in step 1. $ 
3 Calculate the average AGI from all sources by dividing the result 

of step 2 by the number of years in step 1. $ 
4 Enter AGI from the 3 previous years from farming, ranching, 

and forestry: 
 
 Year  Amount 
___________   $_____________ 
___________   $_____________ 
___________   $_____________ 
 

 

5 Total the amounts in step 4. $ 
6 Calculate the average AGI from farming, ranching, and forestry 

by dividing the result of step 5 by the number of years in step 4. 
 
$ 

7 Calculate AGI percentage by dividing the result of step 6 by the 
result of step 3 and multiply by 100. 

 
%

IF the result of step 7 is… THEN… 
equal or greater than 75 percent the producer is eligible. 

8 

less than 75 percent go to step 9. 

 

IF the result in step 3 is… THEN the producer is… 
equal to or greater than $2.5 million not eligible. 

9 

less than $2.5 million eligible. 

 

      --* 
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Par. 689 
*--689 Worksheet 11, Additional Space for Notes 
 
  A Worksheet 11 
 
   Use this worksheet for additional space for notes. 
   ___________________________________________________________________________ 
 
   ___________________________________________________________________________ 
 
   ___________________________________________________________________________ 
 
   ___________________________________________________________________________ 
 
   ___________________________________________________________________________ 
 
   ___________________________________________________________________________ 
 
   ___________________________________________________________________________ 
 
   ___________________________________________________________________________ 
 
   ___________________________________________________________________________ 
 
   ___________________________________________________________________________ 
 
   ___________________________________________________________________________ 
 
   ___________________________________________________________________________ 
 
   ___________________________________________________________________________ 
 
   ___________________________________________________________________________ 
 
   Page __of __ 
 
   (Reproduce as needed)--* 
 
690-697 (Reserved) 
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Exhibit 1 
Reports, Forms, Abbreviations, and Redelegations of Authority (Continued) 
 
 Abbreviations Not Listed in 1-CM 
 
  The following abbreviations are not listed in 1-CM. 
 

Approved 
Abbreviation Term Reference 

ACA Agricultural Credit Association 257 
AGI adjusted gross income Text 

AIFLP American Indian Livestock Feed Program 16 
AMA Agriculture Management Assistance 16, 22 
CEM combined producer 608, 625 
CSP Conservation Security Program 16 
DAP Disaster Assistance Program 16 
EQIP Environmental Quality Incentive Program 16, 22 
FCB Farm Credit Bank 257, 313 

FLBA Federal Land Bank Association 257 
FLM Farm Loan Manager 52.5 
GRP Grassland Reserve Program 16 
HIP Hurricane Indemnity Program 16 
IFM integrated farm maintenance 158 
IRA individual retirement account 113, 363 
LAP Livestock Assistance Program 16 
LIP Landowner Incentive Program 16 
LLC  limited liability companies 632 
LLP limited liability partnerships 632 
LP limited partnerships 632 

MLG marketing loan gain 16 
PCA Production Credit Association 257 
POA power of attorney 630 
RCC resource conserving crops 158 
TAA Trade Adjustment Assistance 4, 16, 22, Ex. 6 
TIP Tree Indemnity Program 16 

 
 Redelegations of Authority 
 
  This table lists redelegations of authority in this handbook. 
 

Redelegation Reference 
Administering handbook provisions 549 
Making determinations’ decisions 396, 530 
Monitoring determinations 514, 515 

 
 
 
 
1-8-07             1-PL (Rev. 1) Amend. 47 Page 3



. 



Exhibit 2 
Definitions of Terms Used in This Handbook (Continued) 
 
 *--Indian Tribe 

 
Indian tribe means any Indian tribe, band, nation, pueblo, or other organized group or 
community, including any Alaska Native village or regional corporation as defined in or  
established under the Alaska Native Claims Settlement Act, which is recognized as eligible for 
the special programs and services provided by the U.S. because of their status as Indian.--* 

 
 Joint Operation 
 
  A joint operation is a general partnership, joint venture, or other similar business organization in 

which 2 or more individuals or entities pool their resources, such as land, labor, capital, 
management, and equipment to conduct the operation. 

 
 Land 
 
  For payment limitation purposes, land is farmland consisting of cropland, pastureland, wetland, 

or rangeland that meets the specific requirements of the applicable program. 
 
 Limited Partnership 
 
  For payment limitation purposes, a limited partnership consists of: 
 

• at least 1 general partner entrusted with managing and controlling the partnership’s business 
• at least 1 limited partner. 

 
 “Left-Hand” Contribution 
 
  Significant “left-hand” contribution to the farming operation is 1 or a combination of the 

following: 
 

• capital 
• land 
• equipment. 

 
 Minor Child 
 
  A minor child is an individual that is not 18 years of age on or before the status date of the 

current year. 
 
  Note: Court action conferring majority on such person does not change this person’s status as a 

minor child. 
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Exhibit 2 
Definitions of Terms Used in This Handbook (Continued) 
 
 Paper Changes 
 
  Paper changes are changes to the farming operation that are not substantive where the same 

individuals or entities created by those individuals continue to engage in farming the same land 
with the same equipment, usually leased from an individual or entity for which the rules would 
require more restrictive application of the limitation. 

 
 Permitted Entity 
 
  A permitted entity is an entity that is designated by an individual who is to receive a payment, 

loan, or benefit under a program subject to permitted entity rules. 
 
 Person 
 
  A “person” is: 
 

• an individual, or an individual participating as a member of a joint operation or similar 
operation 

 
• a corporation, joint stock company, association, limited stock company, limited partnership, 

irrevocable trust, revocable trust together with the grantor of the trust, estate, or charitable 
organization including any entity participating in the farming operation as a partner in a 
general partnership, a participant in a joint venture, a grantor of a revocable trust, or a 
participant in a similar entity 

 
• a State, political subdivision, or agency thereof. 

 
  *--Note: A cooperative association of producers that market commodities shall not be considered 

the “person,” and payments and benefits thereby limited for the commodities marketed 
for the producers.--* 
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Exhibit 2 
Definitions of Terms Used in This Handbook (Continued) 
 
 Production Credit Association 
 
  Production Credit Association is an entity that provides agricultural lending independent of ACA 

or FCB * * *. 
 
 Public School 
 
  A public school is a primary, elementary, secondary school, college, or university which is 

directly administered under the authority of a governmental body or which receives a 
predominant amount of its financing from public funds. 

 
 “Right-Hand” Contribution 
 
  Significant “right-hand” contribution to the farming operation is 1 or a combination of the 

following: 
 

• active personal labor 
• active personal management. 

 
 Sharecropper 
 
  A sharecropper is an individual who: 
 

• performs work in connection with the production of the crop under the supervision of the 
operator 

 
• receives a share of the crop in return for the provision of such labor. 
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Exhibit 2 
Definitions of Terms Used in This Handbook (Continued) 
 
 Substantial Beneficial Interest 
 
  A substantial beneficial interest is an ownership interest of either of the following: 
 

• 10 percent or more in any entity. 
 

Note: In determining whether this interest equals at least 10 percent, all interests in the 
entity that are owned by an individual or entity, directly or indirectly, shall be taken 
into consideration. 

 
Example: A corporation owns the entity. 

 
• less than 10 percent in an entity if both of the following apply: 

 
• any individual or entity has a direct or indirect interest of less than 10 percent in more 

than 1 entity earning payment 
 

• COC determines that the arrangement was established for the purpose of circumventing 
the “permitted entity” provisions of the program. 

 
Note: This determination applies to all interests of the “person” that are less than 

10 percent. 
 
 Total Value of a Farming Operation 
 
  The total value of a farming operation is the total of the costs, excluding the value of active 

personal labor and active personal management that is contributed by a member of the farming 
operation, needed to carry out the farming operation for the year for which the determination is 
made. 

 
 Tribal Venture 
 

 *--A tribal venture is a joint operation conducted by members of a Native American or Indian 
tribe.--* 
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