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Par. 1
Part1 Introduction

1 Handbook Purpose and References
A Purpose
This handbook provides instructions and uniform methods to:

e apply direct attribution for payment limitation purposes
e determine payment eligibility for each program participant.

The provisions of this handbook apply to various programs administered by State and County
Offices for the 2009 and subsequent crop years, program years, and FY’s.

Related Handbooks

This table lists all handbooks related to payment eligibility and payment limitation.

IF the questions or concern is about... THEN see...
acreage compliance determinations 2-CP.
appeals 1-APP.
audits and investigations 9-A0.
claims and withholdings 58-FI.
common land units 8-CM.
common management and operating procedures 1-CM.
cotton price support payments 7-CN.

crop disaster assistance 5-DAP.

CRP

1-CRP and 2-CRP.

DIPP

3-LD.

direct and counter-cyclical payments

1-DCP and 2-DCP.

directives management 1-AS.

ECP 1-ECP.
*--EFRP 1-EFRP.--*
farm, tract, and crop data 3-CM.
finality rule and equitable relief 7-CP.

grain and oil seeds price support programs

2-LP Grains and Oilseeds.

4-PL Amend. 19
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1 Handbook Purpose and References (Continued)

B Related Handbooks (Continued)

Par. 1

IF the questions or concern is about... THEN see...
honey price support programs 2-LP Honey.
lamb meat adjustment assistance program 10-LD.

livestock assistance programs *--1-LDAP.--*
*--marketing assistance, loan, and LDP programs--* 8-LP.

milk income loss contract programs 11-LD.
noninsured crop disaster assistance 1-NAP.

peanut price support programs 2-LP Peanuts.
person determination for 2008 prior years payment limitation | 1-PL.

quality control 1-COR.

record operations 25-AS.

rice price support programs 2-LP Rice.
special programs and trade adjustment assistance 1-SP and 1-TAP.
State and County organization and administration 16-A0.
subsidiary files 2-PL.

*--SURE Program 1-SURE
web-based subsidiary files 3-PL (Rev. 1).--*

2 Sources of Authority
A Statutory Reference

Authority for administering payment eligibility and payment limitation provisions is
provided by Food Security Act of 1985, Sections 1001, 1001A, 1001B, 1001C, and 1001 D,
as amended.

B Regulatory Reference

Authority for administering payment eligibility and payment limitation provisions is
provided by 7 CFR Part 1400. References from CFR applicable to each paragraph will be
provided and updated through amendments.

3-17-10 4-PL Amend. 5 Page 1-2



Par. 3

3 Legislative History of Payment Eligibility and Payment Limitation Provisions

A

2-2-09

Introduction
Since their establishment in 1970, the payment limitation provisions have been expanded to:
e apply to more programs

e include provisions for payment eligibility based on whether a person or legal entity is
actively engaged in farming, a cash-rent tenant, or a foreign person

e include a limitation on average AGI as a condition of eligibility.

Information on the legislative history of the payment eligibility and payment limitation
provisions is provided in subparagraphs B through N.

Agricultural Act of 1970
The Agricultural Act of 1970:
e established the first payment limitation provisions

e provided that the amount of payments that a person could be entitled to receive under
each of the annual programs for the 1971, 1972, or 1973 crop could not exceed $55,000

e required the Secretary to reduce the amount of set-aside acreage required on farms when
the total amount of payments that would have been earned would be reduced by the
payment limitation

e required the Secretary to issue regulations defining the term “person”

e provided that payment limitation would not apply to lands owned by States, political

subdivision, or agencies thereof so long as such lands were farmed primarily in the direct
furtherance of a public function.

4-PL Amend. 1 Page 1-3



Par. 3
3 Legislative History of Payment Eligibility and Payment Limitation Provisions (Continued)

C 7CFRPart795
7 CFR Part 795 provided:
e the definition of person

e the provisions for determining whether multiple persons or other entities constitute 1 or
separate persons

e the provisions for changes in farming operations
e the provisions for determining whether an agreement is a share lease or a cash lease

e the custom farming rules

provisions for scheme or device

computation of reduction in set-aside acreage because of the limitation.
D Agriculture and Consumer Protection Act of 1973

The Agricultural and Consumer Protection Act of 1973 extended and amended the
Agricultural Act of 1970, as it relates to payment limitation, to provide that the:

e amount of payments that a person was entitled to receive under each of the annual
programs for the 1974 through 1977 crops could not exceed $20,000

e rules for determining whether corporations and their stockholders could be considered

separate were to be based on ownership of more than 50 percent of the stock of the
corporation.
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Par. 3
3 Legislative History of Payment Eligibility and Payment Limitation Provisions (Continued)

E Food and Agriculture Act of 1977
The Food and Agricultural Act of 1977 extended and amended the payment limitation
provisions to require that the amount of payments that a person could be entitled to receive
under the:
e 1978 wheat, feed grains, and upland cotton programs could not exceed $40,000
e 1978 rice programs could not exceed $52,250
e 1979 wheat, feed grains, and upland cotton programs could not exceed $45,000

e 1979 rice program could not exceed $50,000

e 1980 and 1981 wheat, feed grains, upland cotton, and rice programs could not exceed
$50,000.

F Agriculture and Food Act of 1981

The Agricultural and Food Act of 1981 extended and amended the payment limitation
provisions to require that the:

e amount of payments that a person was entitled to receive under the 1982 through 1985
wheat, feed grains, upland cotton, and rice programs could not exceed $50,000

e total amount of disaster payments that a person was entitled to receive for wheat, feed

grains, upland cotton, and rice could not exceed $100,000 for each of the 1982 through
1985 crops.

2-2-09 4-PL Amend. 1 Page 1-5



Par. 3
3 Legislative History of Payment Eligibility and Payment Limitation Provisions (Continued)

G Food Security Act of 1985
The Food Security Act of 1985:

e extended and amended the payment limitation provisions
e required that the term payments not include the following:

e MAL’S
e LDP’s
e NL (“Findley”) payments.
H Omnibus Budget Reconciliation Act of 1987
The Omnibus Budget Reconciliation Act of 1987 amended the Food Security Act of 1985 to:

e define person

e provide that a State, political subdivision, and agencies thereof were to be considered
1 person

o*--provide that spouses could be separate persons if the spouses could show that each--*
spouse brought separate farming operations into the marriage and had maintained
separate farming operations throughout the marriage

include cash-rent tenant provisions that combined the cash-rent tenant with the landowner
in certain situations

require that producers be “actively engaged in farming” to be eligible for specific
payments

limit payment to foreign persons

limit the creation of entities to qualify as separate persons for payments.
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Par. 3
3 Legislative History of Payment Eligibility and Payment Limitation Provisions (Continued)

I Disaster Assistance Act of 1988
The Disaster Assistance Act of 1988 established payment limitation provisions for LFP.
*--J Pub. L. 101-217

Pub. L. 101-217, dated December 11, 1989, amended the cash-rent tenant provisions of--*
the Food Security Act of 1985 for:

e 1989, to provide relief in cases where the cash-rent tenant provisions had been violated
and the landowner did not consent to or knowingly participate in the cash-rent tenants
failure to meet the cash-rent tenant provisions

e 1990, to no longer require that the landowner and cash-rent tenant be combined.

Note: Instead, the cash-rent tenant is determined ineligible for payment if the cash-rent
tenant provisions are not met.
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Par. 3
3 Legislative History of Payment Eligibility and Payment Limitation Provisions (Continued)

K The Food, Agriculture, Conservation, and Trade Act of 1990

The Food, Agricultural, Conservation, and Trade Act of 1990 extended and amended the
provisions of the Omnibus Budget Reconciliation Act of 1987 to provide:

e atotal $75,000 limitation on “Findley” payments, MLG’s, and LDP’s, excluding honey
e a3$200,000 limitation on honey MLG’s and LDP’s

e a3$200,000 limitation on honey loan forfeiture

e separate limitations for wool and mohair payments of:

$200,000 for the 1991 marketing year

$175,000 for the 1992 marketing year

$150,000 for the 1993 marketing year
$125,000 for the 1994 and subsequent marketing years

o*--the Secretary discretionary authority to implement a rule allowing spouses to be--*
considered separate persons if certain requirements were met

e greater scrutiny of irrevocable trusts

e that initial determinations be made by State Offices for farm operations consisting of 6 or
more persons.
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Par. 3

3 Legislative History of Payment Eligibility and Payment Limitation Provisions (Continued)

L The Federal Agriculture Improvement and Reform Act of 1996

The Federal Agriculture Improvement and Reform Act of 1996 amended the provisions of
the Food Security Act of 1985 to:

provide a $40,000 limitation per FY on the total of SL payments made to a person under
1 or more PFC’s

provide a $50,000 limitation on the total of NL payments made to a person under 1 or
more PFC’s (this limitation applied to the 7-year life of PFC)

provide a $75,000 limitation on the amount of LDP’s and MLG’s a person may receive

apply the payment eligibility and payment limitation requirements and restrictions of the
1985 Act to payments made under LDP’s, MLG’s, and PFC’s.

M The Farm Security and Rural Investment Act of 2002

The Farm Security and Rural Investment Act of 2002 amended the provisions of the Food
Security Act of 1985 to provide a:

2-2-09

$40,000 limitation per crop year on the total direct payments made to a person under 1 or
more CCC-509’s on covered commodities other than peanuts

separate $40,000 limitation per crop year on the total direct payments for peanuts made to
a person under 1 or more CCC-509’s

$65,000 limitation per crop year on the total counter-cyclical payments made to a person
under 1 or more CCC-509’s on covered commodities

separate $65,000 limitation per crop year on the total counter-cyclical payments for
peanuts made to a person under 1 or more CCC-509’s
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Par. 3
3 Legislative History of Payment Eligibility and Payment Limitation Provisions (Continued)

M The Farm Security and Rural Investment Act of 2002 (Continued)

e $75,000 limitation per crop year on the amount of LDP’s and MLG’s for loan
commaodities other than peanuts, wool, mohair, and honey

e separate $75,000 limitation per crop year on the amount of LDP’s and MLG’s for
peanuts, wool, mohair, and honey

e $2.5 million average AGI limitation as an eligibility requirement for a person and entity
to receive any benefits listed above and benefits from all conservation programs
administered by USDA.

N The Food, Conservation, and Energy Act of 2008

The Food, Conservation, and Energy Act of 2008 amended the provisions of the Food
Security Act of 1985 and resulted in the following:

e person now means a natural person (individual) and does not include a legal entity

e legal entity now means an entity created under Federal or State law that owns land or an
agricultural commodity, product, or livestock

e if ownership interest in land or commodity is transferred because of the death of a
program participant and the new owner succeeds to the contract of the prior owner, the
new owner, if otherwise eligible, may receive payments the previous owner would have
been entitled to receive under the contract, even if receiving the payments results in total
payments in excess of the applicable limitation

e payments are limited by direct attribution (Exhibit 4) to persons and legal entities

e the permitted entity rule was repealed; payments can be received through any number of
legal entities with no designation required
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Par. 3

3 Legislative History of Payment Eligibility and Payment Limitation Provisions (Continued)

N The Food, Conservation, and Energy Act of 2008 (Continued)

3-17-10

spouses have separate payment limitations
program payments issued to a minor child are attributed to the parents

States, local government, political subdivisions, and agencies thereof, are no longer
eligible for payments, except for direct, counter-cyclical, and ACRE payments earned on
State-owned land that is used to support public schools; under this exception, total
program payments are limited to $500,000 annually

Note: If the State has a population of less than 1.5 million, total program payments are
not limited.

a program participant may be ineligible for all program payments for up to 5 years if
fraud is determined

for commodity programs (including DCP, price support, NAP, and disaster assistance
programs), AGI limitation for eligibility was changed to an average nonfarm AGI of

$500,000 (see|Exhibit 9

Note: If average farm AGI exceeds $750,000, the participant is not eligible for direct
payments.

for conservation programs, an average nonfarm AGI of $1 million or less applies

Note: If the average nonfarm AGI exceeds $1 million, the participant may be eligible if
at least 66.66 percent of the average AGI is derived from farming, ranching, and
forestry operations, as defined; however, the AGI limitation may be waived on a
case-by-case basis if the Secretary determines that environmentally sensitive land
of special significance would be protected.

the definition of income from farming, ranching, or forestry operations was expanded to
include the following:

producing fish and aquaculture for food

packing, processing, shedding, storing, and transporting agricultural commodities
producing livestock products

farm-based production of renewable bio-energy

providing operational inputs to farmers, ranchers, and foresters

the 3-year period for calculating an average AGI is the 3 taxable years preceding the most
immediately preceding complete taxable year for which program benefits are requested
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Par. 3

3 Legislative History of Payment Eligibility and Payment Limitation Provisions (Continued)

N The Food, Conservation, and Energy Act of 2008 (Continued)

12-15-11

a $40,000 limitation per crop year applies to direct payments made, directly or indirectly,
to a person or legal entity under 1 or more CCC-509’s on covered commodities

a separate $40,000 limitation per crop year applies to direct payments for peanuts made,
directly or indirectly, to a person or legal entity under 1 or more CCC-509’s

a $65,000 limitation per crop year applies to counter-cyclical payments made, directly or
indirectly, to a person or legal entity under 1 or more CCC-509’s on covered
commodities

a separate $65,000 limitation per crop year applies to counter-cyclical payments made,
directly or indirectly, to a person or legal entity under 1 or more CCC-509’s on peanuts

no limitations apply to LDP’s or MAL’s on loan commaodities, including honey, mohair,
peanuts, and wool

a $100,000 limitation per crop year applies to the total payments made, directly or
indirectly, to a person or legal entity under NAP.

The Food, Conservation, and Energy Act of 2008, as Amended for 2010 and Subsequent
Crop, Program, and FY’s

The Food, Conservation, and Energy Act of 2008, as amended for 2010 and subsequent crop,
program, and FY’s, provides the following:

changes to “actively engaged in farming” provisions to allow a legal entity, such as a
corporation or limited partnership, to be considered “actively engaged in farming” and
fully eligible for payment, if the total of direct DCP payments received both directly and
indirectly by the stockholders and members does not exceed $40,000; and at least

50 percent of the ownership interest in the legal entity is held by stockholders/members
who are collectively providing a significant contribution of active personal labor and/or
active personal management to the farming operation

an average AGI validation process using IRS tax data

effective for 2010 through 2012 crop, program, and FY’s, June 1 of the current year will
be used as the date for determining:

e minor child for applying minor child rules

e ownership interest in a legal entity for applying direct attribution for payment
limitation purposes.
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Par. 3

3 Legislative History of Payment Eligibility and Payment Limitation Provisions (Continued)

P

*Q

The Consolidated and Further Continuing Appropriations Act of 2012

The Consolidated and Further Continuing Appropriations Act of 2012 amended the
provisions of the Food Security Act of 1985 and the Food, Conservation, and Energy Act of
2008, and provided a $1,000,000 average AGI limitation that:

e represents the total amount of the average AGI (including all income, both farm and
nonfarm) of the person or legal entity

e is based on the same 3-year period as the other average AGI limitations
e applies only to 2012 direct payments under DCP and ACRE

e isin addition to the $500,000 average nonfarm AGlI, the $750,000 average farm AGI, and
the $1,000,000 average nonfarm AGI limitations.

The American Taxpayer Relief Act of 2012
The American Taxpayer Relief Act of 2012 amended the Food, Conservation, and Energy

Act of 2008 (Pub. L. 110-246) and extended all payment eligibility and payment limitation
provisions, including AGI limitations, for the 2013 crop, program, and FY’s.--*

4-10 (Reserved)

1-30-13

4-PL Amend. 15 Page 1-13






Par. 11
Part 2 General Provisions

Section 1 Program Availability
11 Applicable Programs
A General Applicability

[7 CFR 1400.1 (a) and (b)] This table provides the rules in this handbook that apply to
USDA-administered programs. Seg Exhibit 9]

Applicable Rules

Actively Engaged | Cash-Rent Direct Foreign
Program or Payment in Farming Tenant | Attribution | Person

>
@

Conservation Programs

AWEP

CBWP

CCPI

CRP

CSTP

ECP

*--EFRP

EQIP

FRPP

GRP

WHIP

WRP

XXX XX XXX XXX XX
><><><><><><>.<><><><><><><
%

DCP/ACRE Payment X X

Disaster Assistance Programs

ELAP

LFP

LIP

NAP

SURE

XX XXX [X
XX XXX [X

TAP

Price Support Programs

LDP’s

X

Loans

MILC X

XX [X]X

XX

MLG’s

Other

AMA X X

TAAF X X

Note: Foreign persons are ineligible for payment under certain programs. The procedure
for these programs reference the definition of foreign person provided in 4-PL, Part 3.
However, the foreign person rule, as provided in Part 3, only applies to the programs
or payments listed in this table.

1/ Only for certain apportionments that specifically identify AGI as a requirement.
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Par. 11
11 Applicable Programs (Continued)

* * *
12 Specific Rules for MAL’s and MLG’s
A Foreign Person Requirements

[7 CFR 1400.1 (a) (2)] Regular MAL’s are denied if the producer does not meet the foreign
person requirements in Part 3.

B AGI Provisions

LDP’s and MLG’s are subject to the AGI provisions of this handbook.
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Par. 13
13 Specific Rules for CRP

A Applicability of this Handbook

The provisions in this handbook apply to participants with CRP-1’s approved on or after
October 1, 2008.

B Applicability of 1-PL

Persons and entities with CRP-1’s that are not subject to the provisions of this handbook are
subject to the provisions of 1-PL.
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Par. 14
14 Payment Limits and Rules

A Person or Legal Entity Payment Limitations

[7 CFR 1400.1] This table contains the applicable limitations for a person or legal entity for
programs that are subject to the provisions of this handbook.

Limitation (in Dollars)

Program Payment Type 2009 Through 2013

Commodity Programs

Counter-cyclical and ACRE payments on covered 65,000 1/

commodities except peanuts.

Counter-cyclical and ACRE payments on peanuts. 65,000 1/

Direct payments on covered commodities except peanuts. 40,000 2/

Direct payments on peanuts. 40,000 2/
Conservation Programs

CRP annual rental payment and incentive payment. 50,000

CSTP (all contracts for FY 2009-2013) 200,000

ECP (per disaster) 200,000

*--EFRP (per disaster) 500,000--*

EQIP (all contracts for FY 2009-2013) 300,000

GRP 50,000

WHIP 50,000

WRP 50,000

Disaster Assistance Programs

ELAP, LFP, LIP, and SURE 100,000
NAP 100,000
TAP 100,000

Price Support Programs

LDP, MAL, and MLG No limits.
Other Programs
TAAF 10,000 3/

1/ Under ACRE, this amount will be a combined limitation for counter-cyclical and ACRE
payments. If a person or legal entity has a direct or indirect interest in payments earned
on a farm participating in ACRE, this limitation will reflect an increase for the amount
that the direct payments were reduced.

2/ If the person or legal entity has a direct or indirect interest in payments earned on a farm
that is in ACRE, this limitation will reflect a 20 percent reduction in direct payments on
each farm that is participating in ACRE.

3/ TAAF payments and counter-cyclical payments received by a person or legal entity for
the same program or FY are limited to combined total of $65,000 if counter-cyclical
payments are received for covered commodities or peanuts; or a total of $130,000 if
counter-cyclical payments are received for both covered commodities and peanuts.

15-20 (Reserved)
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Par. 21
Section 2 General Administration

21 Annual Notice to Producers
A When to Provide Information

Annually advise all producers of the payment eligibility and payment limitation
requirements in this paragraph. Use a newsletter and all other practical means available.

Note: It may be appropriate to provide the information in subparagraph B more than once
during a calendar year, if there is more than 1 program operating in the county for
which the rules in subparagraph B apply (Exhibit 4).

B Information to Provide
Notify producers, at least annually, of the following:
e payments and benefits under certain programs are subject to some or all of the following:

payment limitation by direct attribution

payment limitation amounts for the applicable programs
actively engaged in farming requirements

cash-rent tenant rule

foreign person rule

average AGI limitations

e no program benefits subject to limitation will be provided until:

e all required forms for the specific situation are provided
e necessary payment eligibility and payment limitation determinations are made
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21

2-2-09

Par. 21

Annual Notice to Producers (Continued)

B

Information to Provide (Continued)

payment eligibility and payment limitation determinations may be initiated by COC or
requested by the producer

after 2009, a farm operating plan is not required to be filed annually, if the farming
operation continues to be conducted as reflected on the farm operating plan and
supporting documents are on file in the County Office

if any changes occur that could affect an actively engaged in farming, cash-rent tenant,
foreign person, or average AGI determination, producers must timely notify the County
Office by filing revised farm operating plans and/or supporting documentation, as
applicable

Note: Failure to timely notify the County Office may adversely affect payment
eligibility.

there are statutory provisions that require entities, earning program benefits that are
subject to limitation, to provide the names, addresses, and TIN’s of the entities” members
to COC

all applicable payment eligibility and payment limitation forms submitted by producers
are subject to spot check through the end-of-year review process

Note: Explain what information the producer must provide to COC.

a determination of not actively engaged in farming results in the producer being
ineligible for any payment or benefit requiring a determination of actively engaged in
farming

noncompliance with AGI provisions, either by exceeding the applicable limitations or by
failure to submit a certification statement, will result in the determination of ineligibility
for all program benefits subject to AGI provisions; program benefits shall be reduced in
an amount that is commensurate with the direct and indirect interest held by an ineligible
person or legal entity in any legal entity, general partnership, or joint operation that
receives benefits subject to the average AGI limitations.
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Par. 22
22 Public Information and Casual Advice

A Providing Information to the Public
Provide applicable pages from this handbook to any producer who requests information on
any program provisions about payment eligibility, payment limitation, and average AGI
compliance determinations.

B Casual Advice Rule

Casual advice shall not be given on:

e possible determinations
e how to set up a farming operation to obtain additional payments.

23-30 (Reserved)
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Par. 31
Section 3 Producer Filing Requirements

31 Filing Requirements

A

If 1 or More Producers Fail to File

[7 CFR 1400.2 (e)] If 1 or more producers on a contract or application for benefits fail to

*--file the applicable CCC-902, CCC-926, CCC-931, or CCC-933 and related forms, the--*

*_B

5-15-13

producers not filing the applicable forms will be ineligible to receive program benefits
subject to eligibility and limitation applicable to that contract or application.

This failure to file will not affect the eligibility of other producers who meet all filing
requirements.

Note: Shares cannot be adjusted to circumvent the ineligibility of the producer who failed
to file the applicable forms and related documentation.

Deadline for Filing CCC-901, CCC-902, CCC-926, CCC-931, or CCC-933, and Related
Forms

CCC-901, CCC-902, CCC-926, CCC-931, or CCC-933, and related forms may be filed at--*
any time.

Encourage producers to file these forms:

e according to the deadlines established for each applicable program for which payments
are requested

e astimely as practicable.
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Par. 31
31 Filing Requirements (Continued)

B Forms and Updates

*--All participants in programs subject to the provisions of this handbook are required to submit
a completed CCC-902, CCC-926, CCC-931, or CCC-933, and CCC-901, as applicable,--*
for payment eligibility and payment limitation purposes.
A valid CCC-902 and, if applicable, CCC-901 filed by the producer are considered to be
continuous certifications used for all payment eligibility and payment limitation
determinations applicable for the program benefits requested.
Producers are not required to annually submit new CCC-902’s or CCC-901’s for payment
eligibility and payment limitation purposes unless a change in the farming operation occurs
that may affect the determination of record.

Producers have the responsibility to:

o*--ensure that all CCC-902’s, CCC-926’s, CCC-931’s, or CCC-933’s, and related forms--*
on file in the County Office are correct at all times

e timely notify the County Office of any changes in the farming operation that may affect
the determinations of record by filing a new or updated CCC-902 or CCC-901, as
applicable.

Changes that may affect the determinations include, but are not limited to, a change of:

e shares of a contract, which may reflect:

e aland lease from cash-rent to share-rent
e aland lease from share-rent to cash-rent
Note: The producer would be subject to the cash-rent tenant rule.

e amodification of a variable/fixed bushel-rent arrangement

e the size of the producer’s farming operation by the addition or reduction of cropland that
may affect the application of a cropland factor

e the structure of the farming operation, including any change in the member’s shares
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Par. 31

31 Filing Requirements (Continued)

*--B  Forms and Updates (Continued)--*

the contributions of farm inputs of capital, equipment, active personal labor, or active
personal management

the acquisition of farming interests not previously disclosed on CCC-902, including the
farming interests of a spouse or minor child

financial status that may affect the 3-year average for the determination of average AGI
or other change that affects eligibility under the average adjusted income limitation.

C Documenting Changes

Changes to a farming operation may be documented on 1 of the following, depending upon
the nature and extent of the changes:

a photocopy of the previously filed CCC-902
Note: The producer should initial and date each change.
CCC-902 Continuation

Note: CCC-902 Continuation may be used to document changes affecting owned or
leased land in the producer’s farming operation.

a new CCC-902

a new CCC-901, if membership in an embedded entity changes.

If changes are documented using CCC-902 photocopy or CCC-902 Continuation, the
CCC-902 photocopy or CCC-902 Continuation shall also be signed and dated by the
producer.

Note: If a new CCC-902 is submitted:

9-29-10

e applicable determinations must be made and the producer notified according to
Part 7

e flag the producer as “awaiting determination” according to 3-PL (Rev. 1),
subparagraph 26 B until all determinations are finalized.
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Par. 31
31 Filing Requirements (Continued)

*--D Revising CCC-902 using the Business File Application

The following is a diagram illustrating procedures for revising CCC-902 using the Business
File application.

Revising a “Determined” CCC-902 in the Business File

1 g

Land Only: CCC-902 will be copied and Other changes: CCC-902 will be copied
retained in a “determined” status. into an “initiated” status.
3-PL (Rev.1) Par. 368 3-PL (Rev.1) Par. 368
& Print the revised CCC-902 + Print the revised CCC-902
* Write No changes or Land changes anly in Remarks + Obtain the producer’s signature  4-PL Par. 31
* Obtain the producer’s signature  4-PL Par. 31 « Enter the signature date into the Business file
Complete a new CCC-903;
No further action is required by ‘ Affirm the original determination. £ NO... COC will make a new
COC. County Office will then: determination.

*  File revised CCC-902 in 1 YES...
producer’s eligibility file. T— — Q

* No notification letter is —
required. C€OC will sign and date the original CCC-903. ::;Z'e FOC determination is

o Enter the date of the new
CCC-903 into the Business
file.

* Enter the date of affirmation as the
determination date in the Business file.

* Notify producer in writing.

ﬂ 4-PL Par. 241

No further action is required;
COF will file in producer's
Eligibility file.
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Par. 32
32 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-902 and CCC-926,
CCC-931, or CCC-933.

Definition:  Adequate documentation means whatever documentation is required by the
reviewing authority to make proper actively engaged in farming, attribution,
and average AGI compliance determinations.

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:

e accept documents with redacted information that is not relevant to the actively engaged
in farming and average AGI determinations

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

e request income tax returns to verify compliance with all average AGI limitations.
D Lease Information
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 with an interest in the farming
operation.

2-12-14 4-PL Amend. 21 Page 2-34.5
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32 Documentation (Continued)

E Documentation That May Be Used

4-29-09

*--Supporting documents may include legal documentation such as:

articles of incorporation

* X *

financial agreements, including letters of credit
land and equipment leases

land ownership records

operating agreements

partnerships agreements

trusts agreements--*

Par. 32

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

revocable.

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

eligibility and payment limitation rules.

4-PL Amend. 2
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Par. 32
32 Documentation (Continued)

F Scrutiny of Trusts
All trusts that receive payments shall be carefully scrutinized to ensure that the trusts are
legitimate legal entities and have not been created solely for evading payment limitation
provisions.
County Offices shall:
e require trusts to provide a copy of the trust agreement unless the trust is a revocable trust

* X %

e determine whether provisions are included in the trust agreement that would require the
trust to be considered a revocable trust according to|paragraph 166

G Determination Deadline

Additional information may be requested at COC’s option. However, this will not extend the
60-calendar day period for making a determination. If the file, as submitted by the producer,
does not support a favorable finding, COC shall make a determination based on the file as it

*_-exists. See subparagraph 206 B for the start of the 60 calendar day period to make
determinations.--*

H Returning Documentation

Any legal documentation obtained should be returned to the producer as soon as possible.
Keep photocopies for the payment limitation file if needed to support COC’s determination.
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Par. 33
33 FLP Participants

A Information Exchange

*--FLM or appropriate farm loan staff shall be provided access to copies of the following--*
information on any program participant that is also an FLP borrower:

e submitted CCC-901

e new or updated CCC-902 and supporting documentation submitted

e the resultant CCC-903

e written notice of determination for payment eligibility and payment limitation purposes

e written notice of selection for end of year review for payment eligibility and payment
limitation compliance purposes

e written notice of any determination that may adversely affect payment eligibility and
payment limitation.

Note: This includes all farming interests of the FLP borrower, whether as a person, member,
or interest holder in a legal entity or joint operation.

B Discrepancies
If representations made for program payment eligibility/limitation purposes and
representations made for FLP purposes are found to be different, and have the appearance of
adversely affecting payment eligibility or the application of any determination previously
made, the discrepancies shall be resolved:

e by the program participant/FLP borrower to the satisfaction of COC and FLP reviewing
authority

e before any further disbursement of any program benefits subject to the regulations at
7 CFR Part 1400 and provisions of this handbook.
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34 General Form Requirements

A Availability

All forms required to be filed by a producer are available:

e at the local County Office or Service Center
e online at or http://www.sc.egov.usda.gov.

* k% %

B CCC-901 and CCC-902 Requirements

This table provides an overview of CCC-901 and CCC-902 requirements.

Par. 34

Paragraph

IF the participating producer is... THEN require... Reference
a person e CCC-902I 130

e CCC-902I Short Form

e Automated CCC-902. 130.5|
a general partnership or joint venture e (CCC-901 99
a corporation, LLC, LLP, LP, e Automated CCC-902 130.5
association, or any other similar legal e CCC-902E 149 |
entity e CCC-902E Continuation. _
an estate 158
a trust 167

C CCC-902 Continuation

CCC-902 Continuation may be used:

e as a continuation sheet for leased or owned land

e to update a previously filed CCC-902 according to paragraph 31

e with CCC-902E and CCC-902I.

Note: A copy of the Producer Farm Data Report (3-CM, paragraph 250) printed for the
producer, may be used to record the land in the farming operation only with the
addition of information on lease terms, rental rate, and whether the land interest was
the same as previous year. Producer must sign and date the Producer Farm Data
Report after the information is added.

5-15-13 4-PL Amend. 17
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Par. 34
34 General Form Requirements (Continued)

D Forms for Conservation, Price Support, Disaster and Livestock Assistance, TAAF, and
Other Program Payment Eligibility and Payment Limitation Purposes

For persons and legal entities who are participants in conservation, price support, disaster
assistance, and other programs, CCC-901 and CCC-902 will be used to collect information
for the application of the following:

e direct attribution
e minor child rules
e rules for foreign persons.

CCC-901 is required for all legal entities for the application of direct attribution of payments
for payment limitation purposes.

Complete only the applicable parts of CCC-9021, CCC-9021 Short Form, or CCC-902E for
information on minor children and foreign persons who are applicants, or members of
applicants, that request program benefits. Do not make a determination of “actively engaged
in farming”.

Note: If using business file application, it is not necessary to complete manual form.
Designate these forms similarly to the following examples:

e “For CRP purposes only”

e “For ECP purposes only”

o*--“For EFRP purposes only”--*

e “For MAL and LDP purposes only”
e “For TAAF purposes only”.

Note: This requirement only applies to a new program participant who has not previously
submitted these forms to FSA for participation in other programs.

COC will:

e make the required determinations based on this information

e provide written notification to the participant according to Part 7
e update subsidiary files according to 3-PL (Rev. 1), Part 3

e record entities and joint operations according to 2-PL.

35-40 (Reserved)
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Par. 41
Section 4 General Application Rules

41 Custom Services
A Definition of Custom Services
Custom services mean the hiring of a contractor or vendor that is in the business of providing

such specialized services or to perform services for the farming operation in exchange for the
payment of a fee for such services performed.

B Applicability
If a person, joint operation, or legal entity receives custom services in the farming operation:
e make actively engaged in farming determinations according to Part 4

e the ability to meet the cash-rent tenant provisions may be adversely affected on land that
is cash-rented in the farming operation.

Note: The equipment used to perform the custom services cannot be considered a
significant contribution of equipment toward meeting the actively engaged in
farming requirements because the person, joint operation, or legal entity does not
exercise completed control over the equipment.

*--C Exceptions

The Custom Services provision does not apply to farming operations in which all the--*
land is owned.

* * *
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Par. 42
42 Denial of Program Benefits

A Introduction

Detecting schemes, fraudulent representations, and other equally serious actions of persons
and legal entities to circumvent payment eligibility and payment limitation provisions is
essential for producer compliance.

This paragraph provides rules and guidelines for detecting and determining schemes or
devices, fraudulent representations, and other actions to circumvent payment eligibility and
payment limitation provisions. Determining actions to circumvent payment eligibility and
payment limitation provisions by a person or legal entity may result in the person or legal
entity being ineligible for program benefits for 2 to 5 years.

B Consequences of Scheme, Device, or Fraud Determination
When the reviewing authority determines that a person or legal entity:

e adopts a scheme or device designed to evade, or has the affect of evading, the payment
eligibility and payment limitation provisions, the person or legal entity shall be ineligible
for the crop year determined and the succeeding crop year for all program benefits
subject to limitation

e perpetuates or commits fraud, or other equally serious actions, for the benefit of the
person or legal entity, or for the benefit of any other person or legal entity, to circumvent
any payment eligibility and payment limitation provision, the person or legal entity shall
be ineligible for 5 years for all program benefits subject to limitation.
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Par. 42

Denial of Program Benefits (Continued)

C Detecting Schemes, Devices, and Fraudulent Activities

D

State and County Office personnel shall be aware of their responsibilities in detecting and
reviewing suspected schemes or devices or other questionable activities. To assist in
detecting, State and County Offices, as appropriate, shall:

compare automated multi-County producer files with information reported on CCC-902’s
to identify unreported farming interests

use other system-generated reports and queries to identify possible schemes or devices

closely scrutinize joint operations having individual members who are also stockholders,
members, etc., of a member entity

request OIG’s assistance through the State Office, as appropriate.

Schemes or Devices

[7 CFR 1400.5] Acts, such as the following, may be considered a scheme or device:

concealing information that affects the application of the payment limitation provisions
submitting false or erroneous information

creating fictitious entities to conceal interest of a person or legal entity in a farming
operation.

Note: Fraudulent intent is not required for determining scheme or device.
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Par. 42

Denial of Program Benefits (Continued)

E COC or STC Scheme or Device Determinations

This table provides required action after COC or STC determination.

IF COC or State Office
determines...

THEN the...

a scheme or device was
adopted to evade, or that had
the purpose of evading, the
provisions of this handbook

State or County Office, as appropriate, shall:
e obtain DD concurrence of COC’s determination

Note: DD shall initial the determination in COC
minutes.

¢ notify all County Offices in which the scheme or
device participants have an interest of the
determination

e notify the scheme or device participants of the
determination

e obtain a refund of all payments received by the
scheme or device participants for the year in which the
scheme or device was adopted

e not make payments to the scheme or device
participants in the succeeding year.

a scheme or device was not
adopted to evade, or that had
the purpose of evading, the
provisions of this handbook

program participants may be eligible to receive program
benefits if all other applicable requirements are met.
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Par. 42
42 Denial of Program Benefits (Continued)

F Fraud or Equally Serious Activities
[7 CFR 1400.5] Acts, such as the following, may be considered fraud or the equivalent:
e knowingly engaged in, or aiding in, creating a fraudulent document

e failure to disclose information relevant to administering the payment eligibility and
payment limitation provisions

e other actions of the person or legal entity determined by the Deputy Administrator to
circumvent the payment eligibility and payment limitation provisions.
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Par. 42

Denial of Program Benefits (Continued)
G COC or STC Fraud or Equally Serious Activity Determinations

This table provides the required actions after COC or STC determination.

IF COC or

STC

determines... | THEN the...

a program State or County Office, as appropriate, shall:

participant

committed e obtain DD concurrence of the COC’s determination (DD must
fraud, initial the COC minutes)

perpetuated a

fraud, or ¢ notify all County Offices in which the participants affected by this
initiated or determination have an interest

participated in
other equally
serious actions
to circumvent
the payment
limitation
provisions

issue written notification to all participants affected by the
determination and the results of the determination

obtain a refund of all payments received by the participants affected
by this determination for the year or years in which such activities
were determined to have been perpetrated, including the pro rata
share of program payments issued to the participants through
interests held in any other legal entities and joint operations

deny any program payments, both directly and indirectly to the
participants, under any program subject to the payment limitation
provisions for a period of time not to exceed 5 years

deny any program payments, subject to the payment limitation
provisions, to any person or legal entity that is a cash-rent tenant on
land owned or controlled by the participants to which this
determination applies for a period of time not to exceed 5 years.

fraud or other
equally serious
actions were
not committed
to circumvent
the payment
limitation
provisions

program participants may:

not have their payment eligibility adversely affected for a period of
time in excess of 2 years

be eligible for program payments and benefits under programs
subject to limitation only if all other payment eligibility and
payment limitation requirements have been met.
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Par. 43

Joint and Several Liability

A

Rule

Any legal entity, including joint ventures and general partnerships, and any member of a
legal entity determined to have knowingly participated in a scheme or device, or any such
other equally serious actions, to evade, or that has the purpose of evading, the payment
limitation provisions shall be jointly and severally liable for amounts as follows:

e determined payable as the result of such actions
e necessary to recover the payments.

Release

Any person or legal entity that cooperates with the Secretary to enforce the payment
eligibility and payment limitation provisions may be partially or fully released from liability,
as determined by the Executive Vice President, CCC.

Other Applicable Statutes

FSA determined liability is in addition to any liability that may arise under a criminal or
civil statute.

Two or More Rules Apply

A Rule

If 2 or more rules seem to be applicable, apply the rule that is most restrictive.

45-50 (Reserved)
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Par. 51
Section 5 Farming Operations

51 Determining Farming Operations
A Definition of Farming Operation

A farming operation means a business enterprise engaged in producing agricultural products.

B Description of Farming Operation

A person’s, legal entity’s, or joint operation’s farming operation consists of the acreage on all
farms in all counties in which the person, legal entity, or joint operation has an interest in the
agricultural products or proceeds from the agricultural products produced. This includes all
acreage in which the person, entity, or joint operation is a producer, regardless of whether the
acreage is:

e rented on a crop-share basis
e rented on a cash-lease basis
e owned by the producer.

Note: Exclude owned acreage that has been cash-rented to a cash-rent tenant, if the
landowner has no interest in any crop or crop proceeds from the acreage for the
year.

Exception:  The farming operation of a landowner includes only the acreage owned by the
landowner, if both of the following apply:

e land owned by different landowners is combined into 1 farm with other
tracts so the claimed share of the crops or crop proceeds is proportionate
to size and value of the land and CAB’s contributed

e the landowner is not also a tenant on the farm.

C Multiple Farming Operations
A person or legal entity may have more than 1 farming operation if the person or legal entity

has an interest in 1 or more joint operations. Each interest in a joint operation will be an
additional farming operation for the person or legal entity.
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51 Determining Farming Operations (Continued)

D Example 1, Farms Operated

2-2-09

This table shows the farms operated by Sam Brown.

Owner-Henry Black
Rental-Crop share

Farm 1 Farm 2
Owner-Sam Brown Owner-Pete Smith
Rental-None Rental-Crop share

Farm 3 Farm4

Owner-Two Buddies Partnership
Partners: e

Pete Smith
e Henry Black
Rental-Crop share

This table defines the farming operation of each person involved in this example.

IF the determination is for...

THEN the farming operation consists of...

Sam Brown all farms.
Pete Smith Farm 2.
Henry Black Farm 3.
Two Buddies Partnership Farm 4.

Note: This is a second farming operation for Pete Smith

and Henry Black.

Note: None of the persons or legal entities has any other farming interests.
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Par. 51

51 Determining Farming Operations (Continued)

E Example 2, Tracts Operated

This table shows the tracts operated by Sam Brown.

Owner-Henry Black
Rental-Cash lease

Farm 9 Farm 9
Tract 1 Tract 2
Owner-Sam Brown Owner-Pete Smith
Rental-None Rental-Cash lease

Farm 9 Farm 9
Tract 3 Tract4

Owner-Two Buddies Partnership
Partners: e Pete Smith
e Henry Black
Rental-Cash lease

This table defines the farming operation of each person involved in this example.

IF the determination is for...

THEN the farming operation consists of...

Sam Brown all of the land in Farm 9.
Pete Smith none of the land in Farm 9.

Note: Pete Smith has no farming operation.
Henry Black none of the land in Farm 9.

Note: Henry Black has no farming operation.

Two Buddies Partnership

none of the land in Farm 9.

Note: Two Buddies Partnership has no farming
operation.

Note: None of the persons or legal entities has any other farming interests. All ownership
tracts are combined as 1 farm, Farm 9.
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51 Determining Farming Operations (Continued)

F Example 3, Tracts Operated

2-2-09

This table shows the tracts operated by Brown and Black Partnership. Both tracts have
100 acres of corn base acres. Sam Brown receives a pro rata crop share regardless of where

the crop is planted.

Farm 10
Tractl
Owner-Sam Brown
Rental-Crop Share
Operator-Brown and Black
Partnership

Farm 10
Tract 2
Owner-Brown and Black
Partnership
Rental-N/A

This table defines the farming operation of each person involved in this example.

IF the determination is for...

THEN the farming operation consists of...

Sam Brown

the acreage in tract 1 of Farm 10.

Brown and Black Partnership

Farm 10.

Note: None of the persons or legal entities has any other farming interests. Both ownership
tracts are combined as 1 farm, Farm 10.
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51 Determining Farming Operations (Continued)

F Example 4, Tracts and Farms Operated or Subleased

This table shows the tracts and farms operated or subleased by Sam Brown.

Farm 18
Tract 5
Operator-Sam Brown
Owner-Sam Brown

Farm 18
Tract 6
Subleased to Bill Jones for cash
Owner-Pete Smith

Owner-Henry Black

Rental-N/A Rental-Cash lease to Sam Brown
Farm 18 Farm 19
Tract 7
Subleased to Richard Alexander for cash Operator-Sam Brown

Rental-Cash lease to Sam Brown Partners: e Pete Smith

Owner-Two Buddies Partnership

e Henry Black
Rental-Crop share

This table defines the farming operation of each person involved in this example.

IF the determination is for...

THEN the farming operation consists of...

Sam Brown

the acreage in tract 5 of Farm 18 and all of Farm 19.

Bill Jones

the acreage in tract 6 of Farm 18.

Richard Alexander

the acreage in tract 7 of Farm 18.

Two Buddies Partnership

Farm 19.

Note: None of the persons or legal entities has any other farming interests. Pete Smith and
Henry Black have no individual farming operation.
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52 Interest in Farming Operations

A Examples of Interest in a Farming Operation
The following are considered interests in a farming operation:
e general partners of LP’s when LP is a producer in the farming operation
e grantors of revocable trusts when the trust is a producer in the farming operation.
e landlords, including landowners, have an interest in the farming operation containing the
acreage owned or leased, whether or not the landlord has an interest in the production or

proceeds from the production

e landowners have an interest in the farming operation containing the land owned, whether
or not the landowner has an interest in the production or proceeds from the production

e members of a joint operation when the joint operation is a producer in the farming
operation

e producers who share in the production or proceeds of the production from the farming
operation
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52 Interest in Farming Operations (Continued)

B Examples of No Interest in a Farming Operation
The following are not considered interests in a farming operation:
e beneficiaries of trusts when the trust is a producer in the farming operation
e grantors of irrevocable trusts when the trust is a producer in the farming operation
e heirs to estates when the estate is a producer in the farming operation
e limited partners of LLP when LLP is a producer in the farming operation
e members of associations when the association is a producer in the farming operation
e stockholders in a corporation when the corporation is a producer in the farming operation

e trustees and personal representatives of trusts or estates when the trust or estate,
respectively, is a producer in the farming operation.

C Most Restrictive Rule

Applying a more restrictive rule may apply if a person or legal entity has an interest in
another person’s or legal entity’s farming operation.
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53 Total Value of a Farming Operation

A Introduction

The total value of a farming operation must be computed when determining whether:
e the contributions made by the person or legal entity are significant

e contributions are commensurate with the claimed share of profits or losses from the
farming operation.

B Definition

Total value of a farming operation means 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.
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Par. 53
53 Total Value of a Farming Operation (Continued)

C Examplel
The following is the scenario for this example.

Partnership ABC has 3 equal partners, A, B, and C. Partnership ABC farms 2,000 acres of
cropland growing corn and various vegetables. All of the land that Partnership ABC farms
has a rental value equal to $42 per acre.

Partner A contributes land with a total rental value of $24,000 to the partnership. Partner A
cash-rents this land from a landowner with no interest in Partnership ABC’s farming
operation. Partner A’s contributions to Partnership ABC also include equipment with a
rental value of $12,000 and $12,000 of capital. None of Partner A’s contributions are
acquired as the result of a loan.

Partner B contributes land with a total rental value of $12,000 to the partnership. Partner B
cash-rents this land from a landowner with no interest in Partnership ABC’s farming
operation. Partner B’s contributions to Partnership ABC also include equipment with a rental
value of $12,000 and $24,000 of capital. None of Partner B’s contribution are acquired as
the result of a loan.

Partner C contributes land with a total rental value of $12,000 to the partnership. Partner C
owns this land. Partner C’s contributions to Partnership ABC also include equipment with a
rental value of $12,000 and $24,000 of capital. None of Partner C’s contributions are
acquired as the result of a loan.

Partnership ABC rents land from other landowners for a 1/3 share of the crop with a value of
$36,000. Partnership ABC contributes owned equipment with a rental value of $21,000 and
$99,000 of capital to the farming operation.

Each of the partners share equally in the labor and management of this farming operation and
no additional labor or management is hired.
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Par. 53
53 Total Value of a Farming Operation (Continued)

C Example 1 (Continued)

This table shows the contributions made by the partners and Partnership ABC and the total
value of the farming operation.

Land Capital | Equipment | Labor | Management | Total
Partner A 24,000 12,000 12,000 Active Active 48,000
Partner B 12,000 24,000 12,000 Active Active 48,000
Partner C 12,000 24,000 12,000 Active Active 48,000
Partnership ABC 99,000 21,000 120,000
Total 84,000 1/| 159,000 57,000 0 0 300,000

1/ Includes the rental value of the land contributed by the share-rent landlord. Crop-share
rent for the land is valued at $36,000.

The total value of the farming operation was determined as follows.

The rental value of all the land involved in this farming operation is $84,000. This rental
value is derived by the following inputs:

e Partner A’s contribution of cash-rented land with a value of $24,000
e Partner B’s contribution of cash-rented land with a value of $12,000
e Partner C’s contribution of owned land with a rental value of $12,000

e share-rented land with a value of $36,000 that is not attributed to any 1 partner or to the
partnership.

Note: If land is owned, a rental value that is normal for the area must be used when

determining its value.
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53 Total Value of a Farming Operation (Continued)

C Example 1 (Continued)

The total amount of capital needed by this farming operation is equal to $159,000. This
figure is arrived at by taking the total expenditures necessary to conduct this farming
operation and subtracting any equipment and land costs that will be expended by the
partnership. The capital is derived by the following inputs:

Partner A’s contribution of $12,000 of capital
Partner B’s contribution of $24,000 of capital
Partner C’s contribution of $24,000 of capital
Partnership ABC’s contribution of $99,000 of capital.

The rental value of all of the equipment used on this farming operation is $57,000. This
rental value is derived by the following inputs:

Partner A’s contribution of owned equipment with a rental value of $12,000
Partner B’s contribution of leased equipment with a rental value of $12,000
Partner C’s contribution of owned equipment with a rental value of $12,000
Partnership ABC’s contribution of owned equipment with a rental value of $21,000.

Note: If equipment is owned, a rental value that is normal for the area must be used when
determining its value.

Each partner is equally providing active personal labor and active personal management;
therefore, no value is affixed to these contributions in determining the total value of the
farming operation.

The total value of this farming operation is equal to $300,000.
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Par. 53

Total Value of a Farming Operation (Continued)

D Example 2

The following is the scenario for this example.

Partnership ABC has 3 equal partners, A, B, and C. Partnership ABC farms 1,500 acres of
cropland growing cotton and soybeans.

Partner A contributes land with a total rental value of $5,000 to the partnership. Partner A
cash-rents this land from a landowner with no interest in Partnership ABC’s farming
operation.

Partner B contributes land with a total rental value of $5,000 to the partnership. Partner B
cash-rents this land from a landowner with no interest is Partnership ABC’s farming
operation.

Partner C contributes land with a total rental value of $5,000 to the partnership. Partner C
owns this land.

Partnership ABC contributes land with a total rental value of $69,000 to the farming
operation. Partnership ABC owns this land. Partnership ABC contributes owned equipment
with a rental value of $57,000 and $159,000 of capital to the farming operation. The capital
is borrowed from a local bank and is not secured by any of the partners individually.

Partnership ABC will hire all of the labor needed to conduct this farming operation. The
labor cost for this operation will be $30,000.

Each of the partners share equally in the management of this operation and no additional
management is hired.
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D Example 2 (Continued)

Total Value of a Farming Operation (Continued)

This table shows the contributions made by the partners and Partnership ABC.

Par. 53

Land | Capital | Equipment | Labor | Management | Total
Partner A 5,000 0 0 Active 5,000
Partner B 5,000 0 0 Active 5,000
Partner C 5,000 0 0 Active 5,000
Partnership ABC | 69,000 | 159,000 57,000 | 30,000 315,000
Total 84,000 | 159,000 57,000 | 30,000 330,000

The total value of the farming operation was determined as follows.

The rental value of all of the land involved in this farming operation is $84,000. This rental
value is derived by the following inputs:

Note:

determining its value.

4-PL Amend. 1

Partner A’s contribution of cash-rented land with a value of $5,000

Partner B’s contribution of cash-rented land with a value of $5,000

Partner C’s contribution of owned land with a rental value of $5,000
Partnership ABC’s contribution of owned land with a rental value of $69,000.

If land is owned, a rental value that is normal for the area must be used when
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Par. 53

Total Value of a Farming Operation (Continued)

D Example 2 (Continued)

The total amount of capital needed by this farming operation is equal to $159,000. This
figure is arrived at by taking the total expenditures necessary to conduct this operation and
subtracting any equipment, land, and labor costs that will be expended by the partnership.
The capital for this operation is being provided by Partnership ABC.

The rental value of all of the equipment used on this farming operation is $57,000.
Partnership ABC is contributing owned equipment with a rental value of $57,000.

Note: If equipment is owned, a rental value that is normal for the area must be used when
determining its value.

All of the labor for this farming operation is hired by Partnership ABC and will cost $30,000.

Each partner will equally provide active personal management; therefore, no value is affixed
to this contribution in determining the total value of the farming operation.

The total value of this farming operation is equal to $330,000.
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54 Changes in Farming Operations

A Background

4-29-09

The Food Security Act of 1985, as amended by the Food, Conservation, and Energy Act
of 2008, requires that the Secretary not approve, for purposes of applying payment
limitations, any change in a farming operation that will increase the number of persons or
legal entities for payment, unless the Secretary determines that the change is bona fide and
substantive.

Rule [7 CFR 1400.104]

COC may not approve any change in a farming operation, including, but not limited to,
establishing a new farming operation containing any person or legal entity that was a member
of the previous year’s farming operation, that will otherwise increase the number of persons
or legal entities to which payment limitation is applied for the current year, unless a
substantive change in the farming operation occurs for the current year.

Note: The comparison for substantive change purposes is between the current year’s
operation and the previous year’s operation.

Substantive Change Requirements

If bona fide, the following are considered substantive changes.

Change Requirement
Family *--Adding a family member to a farming operation, according to the adult
Member family member provision as specified in paragraph 138| allows

recognizing the added family member.--*

* k% %

Land Rental | For a landowner only, a change from cash-rent to share-rent.
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Par. 54

Changes in Farming Operations (Continued)

C Substantive Change Requirements (Continued)

Change

Requirement

Base Acres

An increase through acquiring base acres not previously involved in the
farming operation. The increase in base acres:

e must be at least 20 percent or more of the total base acres involved in
the farming operation

o will be applicable for the increase of only 1 person or legal entity to the
farming operation.

A State Office specialist may approve additional persons or legal entities
based on the magnitude and complexity of the change in the farming
operation represented and if the increase in base acres supports additional
persons or legal entities to the farming operation. See subparagraph D.

Ownership

A change in ownership by sale or gift of equipment or land from a person
or legal entity previously engaged in the farming operation to a person or
legal entity who has not been engaged in this operation is considered
substantive, only if:

e the transferred amount is commensurate with the new person’s or legal
entity’s share of the farming operation

e the sale or gift of land or equipment was based on fair market value of
the land or equipment

e the former owner has no control over the sold or gifted land or
equipment

e the transaction was not financed by the former owner

e preference was not given to the former owner to re-purchase the land or
equipment at a later date.

Equipment

The addition of equipment not previously involved in the farming

operation may be considered substantive, if the rental value of the
additional equipment contributed is commensurate with the new person’s or
legal entity’s share of the rental value of all equipment used in the farming
operation.

Note: Substantive changes must be “arms length” business transactions. Documents must
be provided to support any of the changes in this subparagraph.
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54 Changes in Farming Operations (Continued)

D Increase in Base Acres

If base acres are increased more than 20 percent and the producer requests to add more than
1 additional person or legal entity for payment limitation the:

e producer must:
e submit written request for additional persons or legal entities

e include the reasons why additional persons or legal entities for payment limitation
purposes are to be recognized

e provide any other relevant documentation to support the request
e COC must:
e document the request in the COC minutes
e forward the request with comments or recommendations to the State Office
e include all documentation provided by the producer
e State Office specialist designated to act on these requests must:
e timely review requests and all supporting documentation
e obtain STC comments, if determined necessary, on the request
e approve or disapprove the requests
o record all requests and determinations in the STC minutes

e notify COC/County Office, in writing, of the determination

e instruct COC/County Office to provide written notification of the determination to the
producer, and include appeal rights if considered adverse.
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Par. 54

Changes in Farming Operations (Continued)

E Considerations for Approving or Disapproving an Increase of Additional Persons or

Legal Entities for Payment Limitation Purposes
State Office specialists are to consider at least all of the following:

the amount of the increase in base acres

the crops grown by the farming operation

the diversity of the farming operation

relationship of the existing members to the new members
the programs for which the operation will be a participants
other relevant information specific or unique to the request.

Nonsubstantive Changes

The following are considered nonsubstantive changes:
e adecrease in the amount of land

e the dissolution of a legal entity

e any change not considered substantive for which the rules would require a more
restrictive application of the payment limitation.

Example 1 of Nonsubstantive Change

Situation: Three persons each have separate and unrelated farming operations, which if
continued unchanged, qualify for 3 limits for payment limitation purposes. The 3 persons
propose a farming operation by forming a corporation in which each are equal stockholders
in the entity. The entity would lease, for cash, a portion of the cropland previously operated
by each of the persons. A total of 4 limits would result for payment limitation purposes.

Determination: Forming this legal entity and leasing the land formerly operated by the
persons would not constitute a bona fide and substantive change. Continue to recognize the
3 persons as determined previously for payment limitation purposes. The new legal entity
would not be considered eligible for payment.

Explanation: The same land is farmed by the same equipment and the same persons as the
previous year. The stockholders hold total ownership of the legal entity and each stockholder
produced agricultural products or participated in programs subject to limitation in the
previous year.
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54 Changes in Farming Operations (Continued)

H Example 2 of Nonsubstantive Change

Situation: A corporation operates land that it owns. A general partnership, consisting of the
stockholders of the corporation, leases land owned by unrelated parties that was previously
operated by the corporation. The corporation farm manager and other employees complete
the farming activities for both operations with equipment owned by the corporation. Records
are kept of time spent by the employees and equipment use for each of the farming
operations. The corporation’s bookkeeper prepares separate payrolls for the employees that
reflect the time for each employee on each farming operation. Invoices prepared on behalf of
the corporation are issued to the general partnership for the equipment use and cropping
expenses to represent its share of the operating expenses. Separate limitation was requested
for the corporation and each of the members of the general partnership.

Determination: Changes in bookkeeping for the manner records are kept does not
constitute or demonstrate a substantive change. Continue to recognize only the corporation
for payment limitation purposes.

Explanation: The members of the general partnership, who hold total ownership of the
corporation, are farming the same land with the same equipment previously operated by the
corporation. Only a single farming operation of the corporation exists even though separate
books are kept in an effort to represent a separate farming operation of the general
partnership.

*--]  If Substantive Change Is Not Met
If there is an increase in the number of persons or legal entities subject to limitation in a
farming operation that results in applying the substantive change provisions and a substantive

change is not met:

e continue to recognize the persons or legal entities for payment limitation purposes that
were recognized in the previous year

e consider the new persons or legal entities who did not meet the substantive change
ineligible for payment.

Note: The eligible person’s or legal entities’ shares cannot be adjusted to circumvent the
ineligibility of the new person or legal entity.--*
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*--55 Applying the Substantive Change Rule

A Determining Whether Substantive Change Rule Applies
Substantive change rule applies when both are present:
e increase in the number of limitations for payment

e commonality between the new farming operation in the current year and a farming
operation in the previous year.

B Commonality Between Farming Operations
Elements of commonality include:

interest in legal entities
land

legal entities
persons/individuals.--*
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55 Applying the Substantive Change Rule

C When Substantive Change Rule Applies

This table illustrates when a substantive change is required.

Substantive change rule
only applies for...

if...

a new person beginning to
farm as an individual or as
a member of a joint
operation

the person was part of a legal entity that farmed in the
previous year and the individual will farm some of the same
land the entity farmed in the previous year.

a new joint operation

some, but not all, of the members of the new joint operation
farmed in the previous year.

an existing joint operation

*--1 or more new members of the existing joint operation--*
did not farm in the previous year and there is an overall
increase in the number of limits.

Note: If there is no overall increase within the joint
operation, substantive change is still required if any
of the departing members continue to farm on the
same land farmed by the joint operation in the
previous year.

a new legal entity

1 or more members of the legal entity farmed in the previous
year and the legal entity will farm some of the land farmed
by its members in the previous year.

D When Substantive Change Rule Does Not Apply

This table illustrates when substantive change rule does not apply.

not apply for...

Substantive change rule does

and...

the new person beginning to
farm as an individual

the person was not part of any farming operation in the
previous year.

a new joint operation

none of the members farmed or were associated with any
farming operation in the previous year.

a new legal entity

none of the shareholders farmed or were associated with
any farming operation in the previous year.

an existing legal entity

1 or more shareholders were added.

Note: The legal entity remains restricted to 1 limitation
regardless of the number of shareholders.

* * *

*--Note: The substantive change rule does not apply to spouses.--*

8-1-11
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*.-56 Substantive Change Rule for Persons

A Example 1
Situation: In the previous year, Corporation AB, comprised of Person A and Person B, each
with an equal share, produced program crops and participated in program subject to payment
limitation.
For the current year, Corporation AB and Person A will each operate part of the land that was
in the previous year’s farming operation of Corporation AB. Both Corporation AB and
Person A will be participating on programs subject to payment limitation in the current year.
Determination: Substantive change will be required for the current year because:

e Person A represents an additional payment limitation as compared to the previous year

e Person A has an interest in Corporation AB that produced program crops and participated
in programs subject to payment limitation in the previous year

e Person A will operate land that was part of the farming operation if Corporation AB in
the previous year.

B Example 2
Same as in Example 1, except Person A, as an individual, will operate all of the land that was
farmed by Corporation AB in the previous year. Person A will participate in programs
subject to payment limitation. Corporation AB will no longer be farming and has dissolved.

Determination: Substantive change will not be required for the current year because:

e Person A does not represent an additional payment limitation as compared to the previous
year

e Corporation AB is no longer farming in the current year.--*

* k%
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*1-57 Substantive Change Rule for Joint Operations

A Example 1, Joint Operation Existed in the Previous Year
Situation: In the previous year, General Partnership ABC, comprised of Persons A, B,
and C, each with an equal share, participated in programs subject to payment limitation.
Person D conducted a separate farming operation and participated in programs subject to
payment limitation.
For the current year, Person D became a member and the partnership that is now
Partnership ABCD; all with equal shares. Partnership ABCD will operate all of the land
operated in the previous year by all of the current members. Partnership ABCD will
participate in programs subject to payment limitation in the current year.
Determination: Substantive change is not required for the current year because:

e Person D participated in programs subject to payment limitation in the previous year

e Person D, by joining the existing partnership, does not represent an additional payment
limitation for the current year.

B Example 2, Joint Operation Existed in the Previous Year
Situation: Same as Example 1, except Person D did not farm and was not part of a farming
operation in the previous year. Person D became a member of Partnership ABCD, all with
equal shares. Partnership ABCD will operate part of all the land operated in the previous
year and participated in programs subject to payment limitation in the current year.

Determination: Substantive change is required for the current year because:

e Person D represents an additional payment limitation as compared to the previous year
e Person D neither farmed nor was part of a farming operation in the previous year.--*
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*--57 Substantive Change Rule for Joint Operations (Continued)

C Example 1, New Joint Operation

* * *

4-29-09

Situation:

Situation: In the previous year, Dad participated in programs subject to payment limitation
on his own individual farming operation.

In the current year, Dad and adult Son form a 70/30 general partnership named DS Farms.
Son did not have any farming interest in the previous year. DS Farms will farm all of the
land that Dad farmed individually in the previous year and participate in programs subject to
payment limitation.

Determination: Substantive change is required for the current year because:

e DS Farms is a new farming operation

e DS Farms will operate all of the land farmed by 1 of the members in the previous year

e forming DS Farms represents an increase in the number of limitations from the previous
year.

Example 2, New Joint Operation

Situation: In the previous year, JT Farms Inc., comprised of brothers Jake and Tim with
equal shares, conducted a farming operation and participated in programs subject to payment
limitation.

In the current year, JT Farms Inc. stopped farming. Jake and Tim formed a 50/50 general
partnership named Switch Grass Farms and will lease all the farm equipment need from

JT Farms Inc. Switch Grass Farms will operate all of the land farmed in the previous year by
JT Farms and will participate in programs subject to payment limitation.

Determination: Substantive change is required for the current year because:

e Switch Grass Farms is a new joint operation

e Switch Grass Farms will operate all of the land operated in the previous year by a
farming operation in which both members were associated

e forming Switch Grass Farms represents an increase in the number of payment limitations
from the previous year.

Note: Substantive change is required to recognize an increase in limitations. If
substantive change is not met, only 1 limitation will be recognized.--*
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*1-58 Substantive Change Rule for Legal Entities

A Example 1, New Legal Entity
Situation: In the previous year, Persons A and B participated in programs subject to
payment limitation on their respective, individual farming operations. Person C did not have
any farming interests.
For the current year, Persons A, B, and C formed corporation ABC Inc. ABC Inc. will
operate part of the land operated in the previous year by Person A and will participate in
programs subject to payment limitation.
Determination: Substantive change is required for the current year because:

e ABC Inc. represents an additional payment limitation as compared to the previous year

e Persons A and B, both interest holders in ABC Inc., participated in programs subject to
payment limitation in the previous year

e ABC Inc. will operate part of the land farmed by Person A in the previous year.

B Example 2, New Legal Entity
Situation: In the previous year, Persons A and B participated in a programs subject to
payment limitation on their respective, individual farming operations. Person C did not have
any farming interests.
For the current year, Persons A, B, and C form corporation ABC Inc. ABC Inc. will operate
only the land operated in the previous year by Person Z and will participate in programs
subject to payment limitation. Person Z retired from farming.

Determination: Substantive change is not required for the current year because:

e ABC Inc. did not participate in programs subject to payment limitation in the previous
year

e ABC Inc. will not operate any land that was part of the farming operations of Persons A
or B in the previous year.--*
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*--58 Substantive Change Rule for Legal Entities (Continued)

C Example 3, Existing Legal Entity

Situation: Smith Family Farms Inc., comprised of all family members, participated in
programs subject to payment limitation the previous year.

In the current year, 2 additional family members become stockholders in Smith Family
Farms Inc. The additional stockholders did not have any farming interest in the previous
year. Smith Family Farms Inc. will farm all of the land it operated in the previous year and
will participate in programs subject to payment limitation.

Determination: Substantive change is not required because the addition of 1 or more
stockholders to Smith Family Farms Inc. does not represent an increase in the number of
payment limitations from the previous year.--*

59-60 (Reserved)
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Par. 61
Section 6 Actively Engaged Determinations

Subsection 1 Actively Engaged Considerations
61 General Considerations
A Introduction
For a person or legal entity to be considered actively engaged in farming, the participant
must make a significant contribution of certain farming inputs. This paragraph lists and
defines significant contributions.

B General Provisions

In general, for a person or legal entity to be considered actively engaged in farming, all the
requirements of this table must be met.

Item Requirement
1 | Significant “left-hand” contributions to the farming operation of 1 or a
combination of the following:

e capital
e equipment
e land.

Note: See paragraph 127 for exception.
2 | Significant “right-hand” contributions to the farming operation of 1 or a
combination of the following:

e active personal labor
e active personal management.

Note: See paragraph 62 for exception.

3 | A claimed share of the profits or losses from the farming operation that is
commensurate with contributions to the farming operation.
4 | Contributions that are at risk.

C Definition of Capital

For payment limitation purposes, capital means the funding provided by a person or legal
entity to the farming operation for the operation to conduct farming activities.
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Par. 61

General Considerations (Continued)

D Definition of Land

For payment limitation purposes, land means farmland consisting of cropland, pastureland,
wetland, or rangeland that meets the specific requirements of the applicable program.

Definition of Equipment

For payment limitation purposes, equipment means the machinery and implements used by
the farming operation to conduct activities of the farming operation. This includes:

e machinery and implements for:
e land preparation, planting, cultivating, or harvesting of the crops involved
e establishing and maintaining conservation cover crops or conservation use acreages
e conducting livestock operations

e irrigation equipment that is:

e not of a permanent nature
e commonly used in the area.

Definition of Active Personal Labor

Active personal labor means personally providing physical activities necessary in a farming
operation. These activities include physical activities:

e involved in land preparation, planting, cultivating, harvesting, and marketing of
agricultural commaodities

e required to establish and maintain conserving cover crops or conserving use acreages

e required in livestock operations.
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61 General Considerations (Continued)

G Active Personal Management

Active personal management is personally providing:

e the general supervision and direction of activities and labor involved in the farming
operation

e services, whether performed on-site or off-site, reasonably related and necessary to the
farming operation, including any of the following:

e supervision of activities necessary in the farming operation

business-related actions that include discretionary decision making
e evaluation of the financial condition and needs of the farming operation

e assistance in structuring or preparing financial reports or analyses for the farming
operation

e consultations in or structuring of business-related financing arrangements for the
farming operation

e marketing and promoting agricultural commodities produced by the farming
operation

e acquiring technical information used in the farming operation

e any other management functions necessary to conduct the farming operation and for
which the operation would ordinarily be charged a fee.

H Hybrid Seed Producers
The existence of a hybrid seed contract for a producer shall not be taken into account when

making an actively engaged in farming determination with respect to the producer.
However, all other actively engaged in farming provisions shall apply.
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Par. 62

Landowner Exemption

A Actively Engaged Rule

4-29-09

A landowner shall be considered actively engaged in farming with respect to the owned land
if all of the following requirements are met.

Item Requirement
1 | The landowner contributes owned land to the farming operation for which the
landowner receives rent or income for the use of the land, based on the land’s
production or the operation’s operating results.
2 | The landowner’s share of the profits or losses from the farming operation is
commensurate with the landowner’s contribution to the operation.
3 | The landowner’s contributions are at risk.

Applicability of Rule

This rule applies to landowners who:

* * *

are persons

are persons with a life estate in the land

are legal entities, such as corporations, trust, or estates
have an undivided interest in the land

e are members of a joint operation if the joint operation holds title to the land.

Note: This rule applies to joint operations only if 1 of the following applies:

e the members submit documentation to show the title to the land owned by the
joint operation will revert to the individual members after dissolution of the
joint operation according to each member’s share in the joint operation

Note: This requirement is considered met if the documentation provides that
upon dissolution of the joint operation, the land will be sold and the
proceeds divided according to each member’s share in the joint
operation.

e if there is no documentation otherwise and the Regional Attorney advises that
State law provides that upon dissolution of the joint operation the land will be
sold and the proceeds divided according to each member’s share in the joint
operation.
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Par. 63

Landlord

A Actively Engaged Rule

A landlord who is not a landowner shall be considered to be actively engaged in farming
under the same rules as any other person or legal entity that is not a landowner.

Notes: If the landlord provides leased or rented land to an operation in return for a share of
the crop, the land will be considered a contribution. Other contributions, as
applicable, are required.

Sed paragraph 91 for cash-rent tenant requirements.
Example 1

Situation: Landowner A cash leases land to Person B. Person B subleases the land to
Operator C. Person B contributes land and does not contribute a significant amount of active
personal labor or active personal management to the farming operation.

Determination: Person B is not actively engaged in farming. Person B cannot be
considered to be actively engaged in farming because of the landowner provision, since
Person B is a landlord and not a landowner. Landowner A is not actively engaged on this
farming operation since cash-rent is received for using the land. A separate determination
will be made for Operator C.
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63 Landlord (Continued)

C Example 2

Situation: Person D cash leases land from Landowner E. Person D subleases the land to

Producer C on a share-rent basis. Person D contributes the land and active personal

management to the farming operation.

Determination: Because Person D cash-rents the land from Landowner E, Person D:

e isacash-rent tenant

Notes: A cash-rent tenant is eligible to receive program payments on the cash-rented

land, if the cash-rent tenant provides a significant contribution of either of the

following:

e active personal labor and capital, equipment, or land
e active personal management and equipment.

Sed paragraph 91 for cash-rent tenant requirements.

e is not the landowner and cannot be considered actively engaged in farming because of
the landowner provision.

Because Person D has provided a significant contribution of land and management, Person D
can be considered actively engaged in farming. However, Person D is ineligible to receive
program payments on the cash-rented land, because the necessary contributions for a
cash-rent tenant were not made.

A separate determination will be made for Producer C.

Landowner E is not considered actively engaged in farming for this farming operation.
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64 Percent of Cropland Factor

A Introduction
In some cases, producers may only be eligible for payment for a portion of the cropland in
the farming operation. Therefore, FSA shall determine the percentage of the farming
operation that is eligible for payment. This is determined based on the percent of cropland.
B When to Use the Percent of Cropland Factor

Use percent of cropland factor when a producer:

e does not provide a significant contribution of active personal labor or active personal
management to the entire farming operation

e s actively engaged in farming and eligible for payment on a portion of the land in the
farming operation because of the landowner provision

e isa cash-rent tenant and is ineligible for payment for the cash-rented land.

Note: The automated system does not handle cases where the producer is actively engaged
on some, but not all farming operations.

C Applying the Percent of Cropland Factor

*--The cropland factor only applies to programs subject to the actively engaged in farming
requirements and the cash-rent rule.--*
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64 Percent of Cropland Factor (Continued)

*--D Determining the Factor

Determine a “percent of cropland” factor according to this table.

Step Action

1 List the total cropland acres for each farm in the producer’s farming operation and
total the acres.
2 List the cropland acres owned by the producer on each of those farms and total the
acres.

Note: Also include cropland acres that are not cash-rented and for which the
producer meets the requirements to be eligible for payment.

3 Divide the result of step 2 by the result of step 1.

4 Multiply the factor from step 3 times the producer’s payments earned on each

farm.

5 Pay the producer the adjusted payment allowed for each farm as determined by

step 4.

Note: This adjusted payment may also represent the ownership percentage of the
partners, stockholders, or members of a corporation or similar entity, that
met the requirements of actively engaged in farming if total contributions
of active personal labor and/or active personal management to the farming
operation are considered significant.
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64 Percent of Cropland Factor (Continued)

E Examplel

In this example, Sam Brown hires all labor and management necessary to conduct the
farming operation.

Farm 20
Tract 1 - 100 acres
Operator - Sam Brown
Owner - Sam Brown
Rental - N/A
Farm 20
Tract 2 - 100 acres
Operator - Sam Brown
Owner - Pete Smith
Rental - Cash lease

Result: The farming operation for Sam Brown is the entire acreage on Farm 20. There is no
farming operation for Pete Smith because he does not have an interest in any crop or crop
proceeds.

Because Sam Brown does not provide a significant “right hand” contribution to the farming
operation, he may only be considered actively engaged in farming under the landowner
exemption for that portion of the farming operation represented by land he owns.

Sam Brown owns 50 percent of the cropland in his farming operation. Therefore, payments
to Sam Brown would be subject to a 50 percent of cropland factor.
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Par. 64

Percent of Cropland Factor (Continued)

F Example 2

This example is the same as example 1, except the tracts are not combined as 1 farm. In this
example, Sam Brown hires all labor and management necessary to conduct the farming
operation.

Farm 21
100 acres
Operator - Sam Brown
Owner - Sam Brown
Rental - N/A

Farm 22
100 acres
Operator - Sam Brown
Owner - Pete Smith
Rental - Cash lease

Result: The farming operation for Sam Brown is the entire acreage on Farm 21 and
Farm 22. There is no farming operation for Pete Smith because he does not have an interest
in any crop or crop proceeds.

Because Sam Brown does not provide a significant “right hand” contribution to the farming
operation, he may only be considered actively engaged in farming under the landowner
exemption for that portion of the farming operation represented by land he owns.

Sam Brown owns 50 percent of the cropland in his farming operation. Therefore, payments
to Sam Brown would be subject to a 50 percent of cropland factor.
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Par. 64

Percent of Cropland Factor (Continued)

G Example 3

In this example, Sam Brown hires all labor and management necessary to conduct the
farming operation.

Farm 23
100 acres
Operator - Sam Brown
Owners - Sam Brown and Pete Smith (undivided joint interest)
Rental - Cash lease

Result: Because Sam Brown does not provide a significant “right hand” contribution to the
farming operation, he may only be considered actively engaged in farming under the
landowner exemption for that portion of the farming operation represented by land he owns.

Because Sam Brown has an undivided ownership interest in the entire acreage in his farming
operation, the percent of cropland owned is 100 percent. Accordingly, Sam Brown is
actively engaged in farming on 100 percent of his farming operation and is eligible to receive
100 percent of the payment earned.
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64 Percent of Cropland Factor (Continued)

H Example 4

In this example, Sam Brown and Pete Smith each have a 50 percent share in the partnership.
The partnership and the members do not have any other farming interests. Sam Brown
shares in the pro rata share of all crops, regardless of where the crops are planted. The
partnership agreement stipulates that upon dissolution, the land ownership will revert to the
members according to their current shares of the partnership. The partnership hires all labor
and management necessary to conduct the farming operation.

Farm 24

Tract 1 -100 acres

Operator - Brown and Smith, a general partnership
Owner - Sam Brown
Rental - .3333 crop share

Farm 24

Tract 2 - 100 acres

Owner - Brown and Smith, a general partnership
Rental - N/A

Result: The partnership’s farming operation is the entire acreage in Farm 24.
Sam Brown’s farming operation is the acreage in tract 1.

Because the members of the partnership do not provide a significant “right-hand”
contribution to the farming operation, the members of the partnership are only considered to
be actively engaged in farming under the landowner exemption for that portion of their
farming operation represented by owned land. Therefore, a 50 percent of cropland factor of
would apply to payments made to the partnership.

A percent of cropland factor of 1.000 would apply to Sam Brown since he is considered to be
actively engaged in farming on his entire farming operation.
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64 Percent of Cropland Factor (Continued)

2-2-09

Example 5

This example is similar to example 4, except the tracts are not combined as 1 farm. In this
example, Sam Brown and Pete Smith are members of Brown and Smith Partnership. Neither
the partnership nor the members have any other farming interests. The partnership
agreement stipulates that upon dissolution, the land ownership will revert to the members
according to their current shares of the partnership. The partnership hires all labor and
management necessary to conduct the farming operation.

Farm 25
100 acres
Operator - Brown and Smith, a general partnership
Owner - Sam Brown
Rental - .3333 crop share

Farm 26
100 acres
Operator - Brown and Smith, a general partnership
Owner - Brown and Smith, a general partnership
Rental - N/A

Result: The partnership’s farming operation consists of Farm 25 and Farm 26. Sam
Brown’s farming operation consists of the acreage in Farm 25, only. Because neither
member of the partnership provides a significant “right hand” contribution to the farming
operation, the members of the partnership may not be considered actively engaged in
farming on the entire farming operation under the person or joint operation provisions. The
members of the partnership, as landowners of Farm 26, are considered actively engaged in
farming under the landowner exception.

Sam Brown, as individual landowner of Farm 25, is considered actively engaged in farming
under the landowner exception. This is 100 percent of Sam Brown’s individual farming
operation. Sam Brown’s interest in the partnership is a separate farming operation.

The partnership owns 50 percent of the cropland in its farming operation. Therefore, the
members of the partnership are actively engaged in farming on 50 percent of the
partnership’s farming operation and are entitled to receive 50 percent of the partnership’s
earned payment on each farm in the farming operation.
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64 Percent of Cropland Factor (Continued)

J Example 6

In this example, Brown, Smith, Black, and Jones Partnership is made up of the 4 individual
landowners. The partnership and the members of the partnership do not have any other
farming interests. Each farm is of equal size and value. The contributions of each partner
are commensurate and at risk. Each landowner contributes their land to the partnership, so
no rent will be paid. All payments go to the partnership.

The partnership hires all labor and management necessary to conduct the farming operation.

Farm 27
100 acres
Operator - Brown, Smith, Black, and Jones, a general partnership
Owner - Sam Brown
Rental - N/A

Farm 28
100 acres
Operator - Brown, Smith, Black, and Jones, a general partnership
Owner - Pete Smith
Rental - N/A

Farm 29
100 acres
Operator - Brown, Smith, Black, and Jones, a general partnership
Owner - Henry Black
Rental - N/A

Farm 30
100 acres
Operator - Brown, Smith, Black, and Jones, a general partnership
Owner - Bill Jones
Rental - N/A

Result: The farming operation for the partnership consists of all the acreage in Farms 27, 28,
29, and 30. Because the members do not provide “right hand” contributions, the members of
the partnership are not actively engaged in farming under the person or joint operation
provisions. However, each person is actively engaged in farming with respect to the actual
land owned under the landowner exception.

Because the members of the partnership are not actively engaged in farming on the entire
farming operation, only that portion earned with respect to the owned land may be paid. The
percent of cropland owned by each owner is 25 percent. Accordingly, a 25 percent of
cropland factor would be applied to the partnership’s payment on each farm.

65-70 (Reserved)
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Par. 71

Subsection 2 Specific Rules for Contributions

Significant Contribution of Capital, Equipment, and Land

A Introduction

When a significant contribution of capital, equipment, or land is required, use the rule in this
paragraph to determine what is considered significant.

B Rules for Significant Contributions

This table shows the general rules for determining when a significant contribution is
provided to a farming operation by a person or legal entity.

ltem

Rule

Capital

The capital must have a value equal to at least 50 percent of the
person’s or legal entity’s commensurate share of the total capital
necessary to conduct the farming operation, excluding outlays of
capital for land or equipment.

Equipment

The equipment must have a rental value equal to at least

50 percent of the person’s or legal entity’s commensurate share of
the total rental value of the equipment necessary to conduct the
farming operation.

Land

The land must have a rental value equal to at least 50 percent of
the person’s or legal entity’s commensurate share of the total rental
value of the land necessary to conduct the farming operation.

Note: Share-rented land is a contribution of the landlord, not the
share-renter.

Any combination of
capital, equipment,
and land.

The combined contribution of capital, equipment, and land must
have a value equal to 30 percent of the person’s or legal entity’s
commensurate share of the total value of the farming operation.
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72 Specific Rules for Capital

A Introduction

For capital to be a significant contribution to the farming operation, the capital contributed
must meet the requirements of this paragraph.

B General Rule
The capital must be contributed directly to the farming operation from a fund and account
separate and distinct from that of any other person or legal entity with an interest in the
farming operation.

Capital contributions to a farming operation do not include:

¢ the value of labor or management
e outlays for land or equipment.

C Source of Capital
The capital may be a direct out-of-pocket input of either of the following:

e aspecified sum by the person, legal entity, joint operation, members of a joint operation,
or combined State producer

e an amount borrowed by the person or legal entity.

Note: Current year advance program payments, such as advance direct payments, are not
considered a capital contribution for purposes of meeting the requirements of actively
engaged in farming. The applicant is not eligible to receive advance program
payments until after the determination of actively engaged in farming is made by
COC or reviewing authority.
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72 Specific Rules for Capital (Continued)

D Borrowed Capital

Capital used as a significant contribution may be borrowed. The rules in this table apply to
borrowed capital.

IF the farming

operation is

conducted by either

of the following... | THEN borrowed capital must...

e aperson e be contributed directly to the farming operation by the applicable

person or member
e ajoint operation,
*--in which the--* | e not have been acquired as a result of a loan made to, guaranteed

capital is by, co-signed by, or secured by any other person, legal entity, or
contributed by a joint operation:
member of the
joint operation e that has an interest in the farming operation
rather than by
the joint e in whose farming operation this person or joint operation has
operation itself an interest.
ol e be contributed directly to the farming operation by the legal

entity or joint operation
e alegal entity
e not have been acquired as a result of a loan made to, guaranteed

e ajoint operation, by, co-signed by, or secured by any person, legal entity, or joint
*--in which the operation:
capital is
contributed by e that has an interest in the farming operation, except all
the joint members of the joint operation , or all shareholders of the
operation rather legal entity, to which the loan is made
than by a
member--* e in whose farming operation this legal entity or joint operation

has an interest.

Note: See example i subparagraph 139/C.
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Specific Rules for Equipment

A

Introduction

Par. 73

To be credited as a significant contribution to the farming operation, owned or leased
equipment must meet the requirements of this paragraph.

Leased Equipment

The equipment may be leased from any person, legal entity, or joint operation; however, use
the following table to determine if restrictions apply.

IF the equipment is leased from...

THEN the...

another person, legal entity, or joint
operation that has an interest in the
farming operation

a joint operation that has 1 or more
members in common with the producer
to whom the equipment is leased

producer must:

e Dbe able to prove to COC that the
equipment was leased at a fair market
value

e make the payment within the time
determined by COC to be reasonable and
customary for the area, taking into
consideration whether the equipment is
leased by the hour, day, or acre, or on an
annual basis.

a person, legal entity, or joint operation
not otherwise indicated in this table

restrictions provided in this table do not apply.
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Par. 73

Specific Rules for Equipment (Continued)

C Financing Rules for Equipment

The restrictions on financing for equipment in this table apply to both owned and leased
equipment contributed for credit as a significant contribution.

IF the farming operation
is conducted by either of
the following...

THEN the equipment must...

a person

e*--3 joint operation, in

which the equipment--*
is contributed by a
member of the joint
operation rather than by
the joint operation itself

e be contributed directly to the farming operation by the
applicable person or member

e not have been acquired as a result of a loan made to,
guaranteed by, co-signed by, or secured by any other
person, legal entity, or joint operation:

e that has an interest in the farming operation

¢ in whose farming operation this person or joint
operation has an interest.

* X *

a legal entity

e*--3 joint operation, in

which the equipment is
contributed by the joint
operation rather than by
a member--*

e Dbe contributed directly to the farming operation by the
legal entity or joint operation

e not have been acquired as a result of a loan made to,
guaranteed by, co-signed by, or secured by any person,
legal entity, or joint operation:

¢ that has an interest in the farming operation, except
members of the joint operation, or all the
shareholders of the legal entity, to which the loan is
made

e in whose farming operation this legal entity or joint
operation has an interest.

Note: See example in subparagraph 139 C.
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73 Specific Rules for Equipment (Continued)

D Effects of Borrowed Capital on Equipment Contribution

If any capital was borrowed by the person, legal entity, or joint operation from any other
person, legal entity, or joint operation with an interest in the farming operation, the
cash-leased equipment will not be considered as a significant contribution unless the person,
legal entity, or joint operation can prove to COC that sufficient capital was available from
another source to pay the cash lease.

E Occasional Exchange of Equipment
The occasional exchange of equipment, including labor, with a neighbor will not affect the
contribution determination if each person or legal entity has adequate equipment, through

ownership or lease, to conduct their farming operation in a manner normally acceptable for
the area.
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Par. 74

Specific Rules for Land

A

Introduction

To be considered a significant contribution to the farming operation, owned or cash leased
land must meet the requirements of this paragraph.

Leased Land
The land may be leased from any person, legal entity, or joint operation.

If the land is leased from another person, legal entity, or joint operation that has an interest in
any crop or crop proceeds in the farming operation, the producer must:

e De able to prove to COC that the land was leased at a fair market value

e make the payment within the time determined by COC to be reasonable and customary
for the area.

Note: Share-rented land is a contribution of the landlord, not the share-renter.
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74 Specific Rules for Land (Continued)

C Financing Rules for Land

8-1-11

The restrictions in this table apply to both owned and leased land contributed for credit as a

significant contribution.

IF the farming operation
is conducted by either of
the following...

THEN the land must...

e aperson

e*--a joint operation, in
which the land is--
contributed by a
member of the joint
operation rather than
by the joint operation

e be contributed directly to the farming operation by the
applicable person or member

e not have been acquired as a result of a loan (including
land acquired by Contract of Deed, Deed of Trust, Land
Contract, or other similar arrangement) made to,
guaranteed by, co-signed by, or secured by any other
person, legal entity, or joint operation:

e alegal entity

e*--a joint operation, in
which the land is
contributed by the
joint operation rather
than by a member--*

itself
¢ that has an interest in the farming operation
e in whose farming operation this person or joint
operation has an interest.
* * *

e be contributed directly to the farming operation by the
legal entity or joint operation

e not have been acquired as a result of a loan (including
land acquired by Contract of Deed, Deed of Trust, Land
Contract, or other similar arrangement) made to,
guaranteed by, co-signed by, or secured by any person,
legal entity, or joint operation:

e that has an interest in the farming operation, except
members of the joint operation, or all the
shareholders of the legal entity, to which the loan is
made

e in whose farming operation this legal entity or joint
operation has an interest.

Note: See example i subparagraph 139|C.
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74 Specific Rules for Land (Continued)

D Effects of Borrowed Capital on Land Contribution

If any capital was borrowed by a person, legal entity, or joint operation from any other
person, legal entity, or joint operation with an interest in the farming operation, cash leased
land will not be considered a significant contribution unless the person, legal entity, or joint
operation can prove to COC that sufficient capital was available from another source to pay
the cash lease.

E Recording Land Contributions
All land involved in a farming operation is to be recorded in the following:

e (CCC-902 Continuation, Part A

e CCC-902E, Part E

e CCC-902I, PartC

e*--CCC-902I Short Form, Part C.--*
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Significant Contribution of Active Personal Labor or Management

A

Introduction

Par. 75

[7 CFR 1400.3] When a significant contribution of active personal labor or active personal
management is required, use the rules in this paragraph to determine what is considered

significant.

Rules on Significant Contribution

This table shows the general rules for determining when a significant contribution is
provided to a farming operation by a person or legal entity.

Item

Rule

Active personal
labor.

The active personal labor must be an amount that is the smaller of:

e 1,000 hours per either FY or crop year

e 50 percent of the total hours that would be required to conduct a
farming operation comparable in size to this person’s or legal

entity’s commensurate share in the farming operation.

Active personal

The contribution of active personal management must be critical to the

management. profitability of the farming operation, taking into consideration the
person’s or legal entity’s commensurate share in the farming
operation.

Any Combined contributions of active personal labor and active personal

combination of | management must have a critical impact on the profitability of the

labor and farming operation in an amount at least equal to the significant

management. contribution of either consideration when taken alone.

Note: If a member of a joint operation receives a guaranteed payment for any part of a
contribution of labor or management, exclude all of the specific type of contribution
for which payment is received.
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Par. 76

Specific Rules for Active Personal Labor or Management

A

Introduction

It is difficult to measure a significant management contribution. The required hours of labor
will be different in 1 type of farming operation than another. In some cases, it is difficult to
distinguish between labor and management.

Basis for Decisions

Decisions must be based on COC’s best judgment considering the:

e requirements in this Section

¢ intent of significant contribution provisions is to provide program benefits to bona fide
farmers, personally providing meaningful inputs on the farm.

Note: COC'’s are given discretion to make the subjective decisions required.
Requiring Proof
If necessary, COC may require proof of who provides:

e labor equal to 50 percent or more of the person’s or legal entity’s commensurate share of
the labor required

Note: Proof of labor exceeding 1,000 hours is not required.
e management input critical to the overall profitability of the farming operation

e asatisfactory contribution of a combination of labor and management.
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Inputs for Commensurate Contributions

A

Introduction

Par. 77

For a farming input to be considered toward satisfying the requirements of commensurate
contributions, the requirements of this paragraph must be met.

Rules for Commensurate Contributions

After the requirements for significant contributions have been met, apply the rules in this
table when determining commensurate contributions.

Farming Input | General Rule Requirements

e Capital Include if IF the contribution was acquired asa | THEN the

e Equipment |contributed result of a loan to the... loan must...

e Land directly to the | e  farming operation in which the e bear the
farming person or legal entity has an interest prevailing
operation by interest
the personor e person, legal entity, or farming rate
legal entity. operation:

e havea
e Dby the farming operation or any repayment
of its members, beneficiaries, or schedule
related entities normal for
the area.
e that was guaranteed or secured
by the farming operation or any
of its members, beneficiaries, or
related entities

e Labor Include all If a member of a joint operation receives a guaranteed

e Management |contributions |payment for any part of a labor or management
of labor and | contribution, exclude all of the specific type of
management, |contribution for which payment is received.
including
hired labor Note: “Draws” or advances for a member that have an
and hired effect on the member’s share of the partnership
management. or proceeds of the partnership are not considered

a guaranteed payment.
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Par. 78
Determining Commensurate Contributions

A Introduction

Use the guidelines in this paragraph to determine whether contributions are commensurate
with shares.

B General Rule

Total contributions that are “within reason” of being equal to the claimed share of profits and
losses shall be considered commensurate.

Note: COC’s shall not establish a specific tolerance for “within reason.”
C Determining Contributions

Use the steps in this table to determine each person’s or legal entity’s contributions to a
farming operation.

Step Action

1 Determine the total amount of each farming input needed to conduct the farming
operation.
2 Determine the type and amount of farming inputs provided by the person or legal
entity that meet the requirements in|paragraph 77
3 Determine the percentage of each input required to conduct the farming operation
provided by the person or legal entity.
4 | Does the person or legal entity provide the same percentage of all inputs required
to conduct the farming operation?

o If yes, consider the person or legal entity as providing that percentage of the
farming inputs required to conduct the farming operation.

¢ If no, determine the value of the inputs provided by the person or legal entity
relative to the total amount of farming inputs required to conduct the farming
operation.

5 Determine whether the person’s or legal entity’s contributions to the farming

operation are commensurate with the person’s or legal entity’s claimed share of

the farming operation. See subparagraph D.
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78 Determining Commensurate Contributions (Continued)

D Determining Commensurate Shares

Use the steps in this table to determine whether contributions to a farming operation are

commensurate with the claimed share of the profits or losses.
*

Step Review and Determination
1 Review the person’s or legal entity’s claimed share of the profits or losses of the
farming operation.

For a joint operation, review the member’s claimed share of the profits or losses of
the farming operation.

2 | Are the person’s or legal entity’s total contributions to the farming operation
commensurate with the claimed share of the profits or losses of the farming
operation?

For a joint operation, are the member’s total contributions to the farming operation
commensurate with the claimed share of the profits or losses of the farming
operation? If:

e yes, go tostep 5

e N0, go to step 3.

3 | Are the contributions by the person or legal entity that COC considers pertinent to
the farming operation commensurate with the claimed share of the profits or losses
of the farming operation?

For a joint operation, are the contributions of the member that COC considers
pertinent to the farming operation commensurate with the claimed share of the
profits or losses of the farming operation? If:

e yes, go tostep 5
e N0, go to step 4.
4 | Determine the person or legal entity to be not actively engaged in farming.

If a member of a joint operation, then determine the member of the joint operation
to be not actively engaged in farming.

5 Determine the person or legal entity to be actively engaged in farming if all other
provisions have been satisfied.

If a member of a joint operation, then determine the member to be actively
engaged in farming if all other provisions have been satisfied.
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Par. 78

Determining Commensurate Contributions (Continued)

E DD Responsibility

DD is responsible for:

e verifying that no “tolerance” for commensurate contributions is established in any county
e maintaining reasonable uniformity between counties
e ensuring that the integrity of the program is maintained.

Determining Contributions at Risk

A Introduction

In addition to other requirements for a person or legal entity to be considered actively
engaged in farming, the contributions made by the person or legal entity must be at risk.

B General Rule

For a producer’s contribution to be considered at risk, there must be a possibility that the
producer could suffer loss.

C Specific Rules for At Risk

Apply the rules in this table when determining whether contributions are at risk.

IF producerisa... | THEN the...

person person’s contributions to the farming operation must be at risk.

joint operation members’ contributions to the farming operation must be at risk.

legal entity legal entity’s contributions to the farming operation must be at risk.
(Reserved)
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Par. 91
Section 7 Cash-Rent Tenant

91 Cash-Rent Tenant Rule
A Definition of Cash-Rent Tenant

Cash-rent tenant means a producer who rents land from another producer or landowner under
either of the following conditions:

o for a fixed cash amount
e guaranteed crop share as the amount of the commodity to be paid in rent.

B Other Situations of Applicability
Cash-rent tenant provisions also apply to:

e tenants who rent land for zero dollars or farm the land in exchange for compensation
other than cash, such as:

e controlling weeds on land not owned
e barter arrangements

e producers who have use of the land and there is not a lease agreement in place, such as:

e individual operating land owned by his or her revocable trust
e 1 spouse operating land owned by the other spouse.

*--Note: In spousal operations, or if the grantor of a revocable trust is operating the land--*
held by the trust, cash-rent tenant provisions will be considered to be met if both
benefit from the land.

For these situations:

e record the arrangement in farm records as land leased for cash

e COC must determine whether the cash-rent tenant provisions have been met by the
producer.
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Par. 91
91 Cash-Rent Tenant Rule (Continued)

*--C Payment Eligibility Requirements
[7 CFR 1400.301(a)] In addition to meeting the requirements to be considered actively
engaged in farming, a cash-rent tenant will be eligible to receive payments on cash-rented
land if the cash-rent tenant makes either of the following:

e asignificant contribution of active personal labor to the farming operation

e asignificant contribution of equipment and a significant contribution of active personal
management to the farming operation.

Note: The spousal provision ip subparagraph 116 A for determining actively engaged in
farming can also be used by spouses in meeting these requirements.

D Partial Eligibility

If a producer meets all requirements to be considered actively engaged in farming, but fails to
meet the cash-rent tenant provisions in subparagraph C, the producer will be:

e eligible to receive payments on land in the farming operation that is not cash-rented

e subject to a reduction in payments with the application of a cropland factor according to
-*
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Par. 91

Cash-Rent Tenant Rule (Continued)

E Specific Rules for Equipment

Use the rules in this table if a significant contribution of equipment is necessary to meet the
requirements of the cash-rent tenant rule.

IF the cash-rent tenant...

THEN...

provides the harvesting
equipment

the rental value of harvesting equipment is included when
determining whether a significant contribution of equipment
IS met.

meets both of the
following requirements:

e custom harvesting is
used in the cash-rent
tenant’s farming
operation

e the custom harvester
has no interest in the
farming operation

the rental value of harvesting equipment is not included
when determining whether a significant contribution of
equipment is met.

Note: The rental value of harvesting equipment would still
be considered in making actively engaged in farming
determinations.

Example: Person A, a cash-rent tenant, owns or leases all
equipment for the farming operation except
equipment needed for harvesting. Harvesting is
custom hired. The custom harvester has no
interest in the farming operation.

The rental value of harvesting equipment shall
not be included in determining the total rental
value of equipment needed to conduct the
farming operation for cash-rent tenant rule
purposes.

leases the equipment from
the landlord

the lease and payment must meet the requirements of
|subparagraph 73 B.

leases the equipment from
the landlord, or the same
person or legal entity that
is providing hired labor to
the farming operation

both of the following conditions must be met:

e contracts for leasing the equipment and the hired labor
must be 2 separate contracts that reflect the fair market
value of the leased equipment and the hired labor

e cash-rent tenant must exercise complete control over
using a significant amount of the equipment during the
current crop year.

Note: Complete control means exclusive access and use
by the tenant.
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Par. 92
92 Cash-Rent Tenant Example

A Example 1

Situation: Person A cash leases land from Landowner B. Person A subleases the land to
Producer C on a share-rent basis. Person A contributes the land and active personal
management to the farming operation.

Determination: Because Person A cash-rents the land from Landowner B, Person A is:
e acash-rent tenant

e not the landowner and cannot be considered actively engaged in farming because of the
landowner provision.

Because Person A has provided a significant contribution of land and management, Person A
can be considered actively engaged in farming. However, Person A is ineligible to receive
program payments on the cash-rented land, because the necessary contributions for a
cash-rent tenant were not made.

A separate determination will be made for Producer C.

Explanation: Landowner B is not considered to be actively engaged in farming for this
farming operation, but may be considered actively engaged in farming for another farming
operation.

B Example 2

Situation: A joint operation consists of Persons A, B, C, and D; all with equal shares. All
land is cash-rented by the joint operation. Members A and B provide all of the equipment,
Members C and D provide all the capital, all necessary labor is hired by the joint operation,
and active personal management is provided equally by the members.

Determination: Only Members A and B meet the cash-rent tenant rule requirements
because they provide management and equipment. Therefore, payment to the joint operation
is limited to the amount represented by the shares held by Members A and B.

Explanation: Since all labor is hired by the joint operation, significant contributions of both
equipment and active personal management are required. Members C and D do not provide
any contributions of equipment and; therefore, do not meet the requirements of the cash-rent
tenant rule required for payment eligibility.
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Par. 92

Cash-Rent Tenant Example (Continued)

C Example 3

Situation: Same as subparagraph B, except the joint operation provides all capital,
equipment, and hired labor. Active personal management is equally provided by the
members.

Determination: All members meet the cash-rent tenant rule requirement.

Explanation: Since all labor is hired by the joint operation, significant contributions of both
equipment and active personal management of the members are required. A significant
equipment contribution was provided by the joint operation and active personal management
was provided by the members.

Example 4

Situation: Same as subparagraph C, except the joint operation has all of the land custom
farmed by unrelated persons and legal entities.

Determination: All members are ineligible for payment on the land cash-rented by the joint
operation.

Explanation: Significant active personal labor contributions by the members, or a

significant equipment and active personal management contribution, were not provided to
the operation as required for payment eligibility.
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Par. 92

Cash-Rent Tenant Example (Continued)

E Example5

Situation: A local Future Farmers of America chapter requests program payments on land
that is cash-rented from an unrelated party. The chapter members are providing active
personal labor and active personal management to the farming operation.

Determination: The National Future Farmers of America is a Federally chartered
corporation with its purpose to create, foster, and assist subsidiary chapters composed of
students enrolled in vocational agriculture in public schools. The corporation may not issue
stock, or declare or pay any dividend.

All the partners, stockholders, or members with an ownership interest are providing active
personal labor, active personal management, or a combination of active personal labor and
active personal management (7 CFR 1400.204).

Even though the chapter members may be providing active personal labor and/or active
personal management, they do not have the required ownership interest in the corporation.
Consequently, Future Farmers of America chapters cannot be considered to have met the
cash-rent tenant rule requirements on the rented land.

93-95 (Reserved)
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Par. 96
Section 8 Notification of Interests

Entity Responsibilities

A

Introduction

The Food Security Act of 1985, as amended by the Food, Conservation, and Energy Act
of 2008, requires the entity to provide the information in subparagraph B. These

requirements [Exhibit 4) ensure that USDA can adequately control payment limitation by
direct attribution.

Responsibility for Providing Information

The legal entity receiving payment is responsible for obtaining the name, address, and TIN of
each member, person, and legal entity, including persons and legal entities in each lower
level of embedded legal entities.
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97 Notification Exceptions
A Introduction

All legal entities receiving

Par. 97

payment, including embedded legal entities must submit the

documentation required i

subparagraph 99 A, unless an exception in subparagraph B

applies.

B Exception

Notification requirements do not apply if the legal entity is tax exempt under Internal
*--Revenue Code, Section 501(c).--*

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

following:

e |RS determination letter notifying the organization or legal entity of approval as a
tax exempt entity for the year

e copy of the organization’s or legal 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.

8-18-10
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Par. 98
98 Required Information

*--A Rule [7 CFR 1400.107]--*

Each legal entity that submits a contract for a program or an application for payment must
provide COC the name, address, and TIN of each person and embedded legal entity that

holds or acquires any interest, directly or indirectly, in the entity earning payment. This
information will be recorded on CCC-901 or CCC-902E. See{ éaraﬁraéh 99

B Information Deadline

Provide the information to COC when CCC-902E is filed.

If the required information is not filed in the County Office according to paragraph 31, the
entity will be ineligible to receive program payments.
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99 Completing CCC-901’s

A Who Must Complete CCC-901’s

*--Each legal entity that submits a contract for a program or an application for payment must--*
provide the member’s information required on CCC-901.

Exception:  CCC-901 is not required if all the first level members are persons.

Note: New CCC-901’s are not required to be filed in subsequent years unless there are
changes in the operation.

B Filling Responsibility

The legal entity that is earning payment is responsible for obtaining and providing the
required information to COC.

C Deadline for Submitting CCC-901’s

The legal entity earning payment shall provide the completed CCC-901 to COC when
CCC-902E is filed.

D Filing and Distribution

File the original CCC-901 in the legal entity’s payment limitation folder and give a copy to
the payment entity.
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99 Completing CCC-901’s (Continued)

*--E Completing CCC-901’s for 2009 and Subsequent Years

4-29-09

Complete the CCC-901 according to this table.

ltem

Instruction

land 2

Enter name of the county and State where the farming operation is located. If
in more than 1 county, enter the name of the county that has been designated as
the administrative county.

Enter current program year, or the year for which this information is applicable.

Part A

Enter name of the legal entity earning the payment.

Enter the names of the members making up the legal entity listed in part A; this
could be a person or a legal entity.

Enter TIN’s of the members.

Enter address of each member of the legal entity.

Enter percent share of the legal entity that each member owns.

AW

Check:

e “Yes”, if member has signature authority for this entity
e “No”, if member does not have signature authority for this entity.

Part B

If any member listed in Part A, item 1 is a legal entity; that is, part of another
partnership, corporation, etc., enter name of the embedded legal entity. If more
than 1 member is a legal entity, use a separate, supplemental sheet to provide
the requested information for each embedded legal entity.

Enter names of the members making up the legal entity listed in Part B. (This
could be a person or a legal entity.)

Enter TIN’s of the members.

Enter address of each member of the entity.

Enter percent share of the legal entity that each member owns.

BN

CHECK (v):

e “Yes”, if member has signature authority for this entity
“No”, if member does not have signature authority for this entity.
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99 Completing CCC-901’s (Continued)

*--E  Completing CCC-901’s for 2009 and Subsequent Years (Continued)

4-29-09

ltem

Instruction

Part C

If any member listed in Part B, item 1 is a legal entity; that is, part of another
partnership, corporation, etc., enter name of the embedded legal entity. If more
than 1 member is a legal entity, use a separate, supplemental sheet to provide
the requested information for each embedded legal entity.

-

Enter names of the members making up the legal entity listed in Part C; this
could be a person or legal entity.

Enter TIN’s of the members.

Enter address of each member.

Enter percent share of the legal entity that each member owns.

OB (W

Check:

e “Yes”, if member has signature authority for this entity
e “No”, if member does not have signature authority for this entity.

Part D

If any member listed in Part C, item 1 is a legal entity; that is, part of another
partnership, corporation, etc., enter name of the embedded legal entity. If more
than 1 member is a legal entity, use a separate, supplemental sheet to provide
the requested information for each embedded legal entity.

[

Enter names of the members making up the legal entity listed in Part D. (This
could be a person or legal entity.)

Enter TIN’s of the members.

Enter address of each member.

Enter percent share of the legal entity that each member owns.

gl jwinN

Check:

e “Yes”, if member has signature authority for this entity
“No”, if member does not have signature authority for this entity.
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*--E  Completing CCC-901’s for 2009 and Subsequent Years (Continued)

4-29-09

Par. 99

ltem

Instruction

Part E

If none of the members listed Parts A through D is a minor, check “N/A” (not

applicable), then go to Part F.

1
through
5

If any member listed in Parts A through D is a minor, provide the following

information about that member:

minor’s name

minor’s date of birth

name of the minor’s parent or guardian
address of the parent or guardian

TIN of the parent or guardian.

Note: If complete TIN is already on file, only the last 4 digits are required.

IF any minor listed in PartE...

THEN
CHECK (V)...

(a)

is a producer on a farm and the parent or guardian has no
interest

“YeS7’ .

a producer on a farm and the parent or guardian has an
interest in the farming operation

“NO”.

(b)

maintains a separate household from the parent or guardian
and personally carries out all farming activities with respect
to the minor’s own farming operation, including maintaining
separate accounting

“YES".

does not maintain a separate household from the parent or
guardian and does not personally carry out all farming
activities with respect to the minor’s own farming operation,
including maintaining separate accounting

“NO".

(©)

who is represented by a court-appointed guardian or
conservator, lives in a household other than the parents’
households, and has a vested ownership in the farm

“Yes”.

who is represented by a court-appointed guardian or
conservator, does not live in a separate household other than
the parents’ households, and does not have a vested
ownership in the farm

“NO”.

(d)

If “Yes” is checked for all items (a) through (c), write the name of the minor in

the space provided.
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Par. 99
99 Completing CCC-901’s (Continued)

*--E  Completing CCC-901’s for 2009 and Subsequent Years (Continued)

Item Instruction
Part F
1 An individual member, or an authorized representative of the entity in Part A,
shall sign the certification.
2 If an authorized representative for the entity in Part A signs this document, use

this field to show the individual’s representative capacity. (For example,
“agent” or “attorney-in-fact.”)
3 Enter date CCC-901 was signed.
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Par. 99

99 Completing CCC-901’s (Continued)

F Example CCC-901

4-29-09

The following is an example of a completed CCC-901.

This form is available electronically.

CCC-901 U.S. DEPARTMENT OF AGRICULTURE 1. County
(04-01-09) Commedity Credit Corporation Erath
, 2. State
MEMBER’S INFORMATION T

2009 and Subsequent Years

3. Program Year

2009

NOTE: The primary authority for requesting and safeguarding the information described on this form is the Food, Conservation and Energy Act of 2008
(Pub. L 110-246). Additionally, the authority for requesting this information is for 7 CFR Part 1400. The information is necessary for CCC fo assist
in determining eligibility for program benefits. Furnishing the requested information is voluntary. Failure to furnish the requested information will
result in a determination of ineligibifity for program benefits and other financial assistance administered by USDA. The information collected as a
result of this form may be released to USDA employees, USDA contractors, or authorized USDA cooperators who are bound to safeguard the
information under Section 1619 of the Food, Conservation and Energy Actor 1974, the E-Government Act of 2002, and related authorities.

This information collection is exempted from the Paperwork Reduction Act, as it is reguired for the administration of the Food, Conservation, and
Energy Act of 2006 (Pub. L. 110-2486, Title I, Subfitle F — Administration). The provisions of criminal and civif fraud, privacy, and other statutes may
be applicable to the information provided. RETURN THIS COMPLETED FORM TO YOUR COUNTY FSA OFFICE.

PART A - For each individual or entity who is a member of this entity, list the member's name, social security/femployer identification number, address
and percentage share of ownership. If a member has both types of identification numbers, list both.

Name of Legal Entity Ludlow Ltd.

1. 2. 3. 4. 5.
Member's Name SSN or Tax ID Address Percent Does this member have
Number Share signature authority for
(Last 4 digits if the legal entity?
already on file) (Yes or No)
Curtis Ludlow 85 Ludlow Lane
%)
3875 Glen Rose, TX 74444 48 DJves [lno
Christi Ludlow 12716 Main Apt. 47 o
3877 Dallas. TX 71111 46 % [Ddves [no
Charles Ludliow 2342 Burke Rd N
1532 Glen Rose. TX 74444 o ¥ [Dves [lwo
Ludlow Enterprise Co. 2342 Burke Rd o
4433 Glen Rose. TX 74444 1 v Dlves Bno
w [dvyes [wno

PART B - Embedded Entities: For any member listed in Part A, who is an entity, list such embecded entity's name and list the requested, information for
each member of such entity. If a member has both types of identification numbers, list both. If more than one member, listed in Part A is an
entity, provide the requested information for each entity on supplemental sheets.

Name of Embedded

Legal Entity Ludlow Enterprise Co.
. 2. 3. 4 .
Member's Name SSN or Tax ID Address Percent Does this member have
Number Share signature authority for
(Last 4 digits if the legal entity?
already on file) (Yes or No)
Curtis Ludlow 85 Ludlow Ln
%
3875 . TX 74444 20 Xves [Jwno
Christi Ludlow 12716 Main Apt. 47 "
3877 Dallas. TX 71411 20 Kves [Jwno
Charles Ludlow 2343 Burke Rd
%
1532 . IX 74444 50 Kves [Jno
CH Ludlow LLC 2343 Burke Rd
%
434 Glen Rose, TX 74444 10 Clves Ko
% Oves Owo

The U.S. Department of Agriculture (USDA) prohibits discrimination in all its program and activities on the basis of race, color, national origin, age, disability,
and where applicable, sex, marital status, familial status, parental status, religion, sexual orientation, genetic information, political beliefs, reprisal, or because
alf or part of an individual's income is derived from any public assistance program. (Not alf prohibited bases apply fo all programs.,) Persons with disabilities
who require alternative means for communication of program information ( Braille, large print, audiotape, efc.) should contact USDA’s TARGET Center at (202)
720-2600 (voice and TDD). To file a complaint of Discrimination, write fo USDA, Director, Office of Civil Rights, 1400 Independence Avenue, SW., Washington,
DC 20250-9410, or call (800) 795-3272 (voice) or (202) 720-6382 (TDD). USDA is an equal opportunity provider and employer.

4-PL Amend. 2 Page 2-189



Par. 99
99 Completing CCC-901’s (Continued)

F Example CCC-901 (Continued)
*

CCC-901 (04-01-09) Name of Entity (as identified in Part ). Ludlow Ltd. Page 2 of 2
PART C - Embedded Entities: For any member listed in Part B, who is an entity, list such embedded entity's name and list the requested, information

for each member of such entity. |fa member has both types of identification numbers, list both. If more than one member, listed in Part Bis

an entity, provide the requested information for each entity on supplemental sheets.

Name of Embedded CH Ludlow LLC
1. 2. 3. 4. 5.
Member's Name SSNor Tax ID Address Percent Does this member have
Number. Share signature authority for
(Last 4 digits if the legal entity?
already on file) (Yes or No)
Charles Ludlow 1532 2343 Burke Rd 100 % Iz YES D NO

Glen Rose, TX 74444

% | Oves [Ono
% | [ves [wno
% | [dves [wno
% | [ves [wno

PART D - Embedded Entities: For any member listed in Part C, whois an entity, list such embedded entity's name and list the information for each
member of such entity. If a member has both types of identification numbers, list both. If mere than one member, listed in Part C is an entity,
provide the requested information for each entity on supplemental sheets.

Name of Embedded Legal Entity

1. 2. 3. 4. 5.
Member's Name SSNorTax ID Address Percent Does this member have
Number. Share signature authority for
(Last 4 digits if the legal entity?
already on file) (Yes or No)

% [Jves [Jwno
w  ves [Jwno
w ves [Jwno
w  ves [no

Part E. Minor Members or Shareholders — For any Member or Shareholder who is a minor, provide the following: & N/A

1. 2. 3. 4, 5.
Minor's Name Date of Birth Parent’s or Guardian’s Parent’s or Guardian’s Address Parent or Guardian’s SSN or
Name Tax |D Number

(Last 4 digits if already on file)

6. Separate Status of Minors
(a) Is any minor a producer on a farm in which the parent or guardian has no interest? D YES D NO

(b) Does any minor maintain a separate household from the parent or guardian and personally carry out farming I:‘ YES I:‘ NO
Activities with respect to the minor's farming operation, including maintaining separate accounting?

(c) Does any minor who is represented by a court-appointed guardian or conservator responsible for the minor D YES D NO
1) live in a household cther than the parents’ household(s), and 2) have a vested ownership in the farm?

(d) If any minor with an interest in this farming operation can answer “YES” to ltems 6(a)-6(c), list that minor's name:

PART F- CERTIFICATION - By Signing:

- I certify that I have signature authority for the entity identified in Part A and all information entered on this document is true and correct

- [ understand that furnishing incorrect information will result in forfeiture of pavments and benefits.

- I will timely provide written notification to the Farm Service Agency committees for the county and State listed on this form of any changes
in the information provided.

1. Representative’s Signature (By) 2. Title/Relationship of Individual Signing in the Representative 3. Date (MM-DD-YYYY)

Chartes Lluiloe Prcscdiontt Loudlow Lo 2072009
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Par. 100
100  Nondisclosure Results

A COC Responsibilities

If the legal entity fails to provide COC with the name, TIN, and address of each applicable
person and legal entity, COC shall:

e deny any payment earned by the legal entity
o notify the legal entity of the denied payment and reason for denial
e not be responsible for notifying the members

e permit the legal entity to cancel the applicable contract or application according to
applicable program procedures.

101-105 (Reserved)
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2-2-09

Par. 106
Part 3 Foreign Person Provisions

Foreign Person Rule Applicability

A

Introduction

Before making any actively engaged in farming or other eligibility determinations, it must
be established whether persons or legal entities, projected to share in applicable program
benefits, are foreign persons.

Program Applicability

Apply the provisions in this part to any type of payment, loan, and benefit made for 1989 and

subsequent crop years for the programs listed in[paragraph 11}

Note: Unless otherwise specified, all other provisions of this handbook are applicable in
determining payment eligibility for foreign persons.

Person Applicability

The provisions in this part are applicable to foreign persons as defined in[paragraphs 107|
and 108.

Note: The provisions in this part are not applicable to a citizen of the U.S., lawful alien, or
legal entity that is not subject to this part that is:

e in lawful possession, through a lease or otherwise, of a farm owned by a person or
legal entity who is subject to this part

e successor-in-interest to a program contract or agreement for a farm owned by a
person or legal entity who is subject to this part.

COC Determination

COC shall make the initial determination of foreign or nonforeign status for persons, legal
entities, or other similar entities based on documentation provided.
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Par. 107
107  Foreign Person Identification

A Definition

Foreign person means someone who is not a:

e citizen of the U.S.
e lawful alien possessing a valid Permanent Resident or Resident Alien Card (1-551).

B Proof of Citizenship

If COC questions the citizenship of a person, acceptable proof of citizenship must be
provided. Proof of citizenship includes the following:

birth certificate

nationalization and citizenship papers

certificate of citizenship

verification through the nearest Immigration and Naturalization Service office.
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2-2-09

Foreign Person Identification (Continued)

C Forms of Identification

Par. 107

The following are the front and back views of the Permanent Resident and Resident Alien
Cards (I-551) currently in use.

Special attention must be taken to ensure that proper identification of lawful aliens is

made.
Note visual inspection of 1-551 on CCC-902.

Request to photocopy 1-551 if there is any question of its validity.

The Permanent Resident Card (1-551):

began being issued in November 2004

displays the seal of the Department of Homeland Security
contains a detailed hologram on the front of the card

is personalized with an etching displaying the following:

bearer’s photo

name

signature

date of birth

alien registration number
card expiration date

card number.

PERMANENT RESIDENT CARD
VOID V. - ;

{atE

| C1USA0000000204SRCO000000020<<
2001010FBO01022CHN<L<<<<cccc<?
VOID<<SVOID<<LLLLLLLLLLLCLCLCCLK

I

Y.
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Par. 107
107  Foreign Person Identification (Continued)

C Forms of Identification (Continued)

The Resident Alien Card (1-551) is:

no longer issued

valid indefinitely or until the expiration date

commonly referred to as a “green card”

is the replacement for the Alien Registration Recipient Card (I1-151).

Recipients of the Resident Alien Card (1-551) are lawful permanent residents.
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Par. 108

Foreign Entity Identification

A Definition

Foreign entity means a corporation, trust, estate, or other similar organization, that has more
than 10 percent of its beneficial interest held by persons who are not:

e citizens of the U.S.
e lawful aliens possessing valid Permanent Resident or Resident Alien Cards (1-551).

Determining Beneficial Interest

In determining whether beneficial interest is held, the beneficial ownership shall be based on
the higher amount of interest on either of the following dates:

e date applicable program contract or agreement is executed
e Dbeginning harvest date for the commodity as determined by STC.

Note: All interest in an entity, including interest in an embedded entity, shall be taken into
account.
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Par. 108
108  Foreign Entity Identification (Continued)

C Entity Ownership Share

Use this table to determine a person’s or legal entity’s ownership interest in a foreign entity.

THEN the ownership percentage held by a

IF ownership is of... | person or legal entity shall be based on...
1 class of stock or their outstanding share of ownership compared to the total
other similar unit outstanding unit of ownership.

more than 1 class of the fair market value of all outstanding stock.
stock or other similar
unit Note: To determine the fair market value, follow paragraph 146|

Note: The value of different classes of stock or other unit of ownership can be determined
by COC, STC, or DAFP, but shall be determined by the earliest level before referring
to the next higher level of authority.

D Less Than 10 Percent Interest

DAFP may determine that an ownership interest of 10 percent or less shall be considered
beneficial interest.

E Entity’s Responsibility

The entity shall inform COC of any increase in ownership by a member that occurs after the
beneficial interest has been determined.

Note: If there has been an increase in foreign ownership after a payment, loan, or benefit
has been made, the entity must refund the payment, loan, or benefit.
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Par. 109
109  Foreign Person Payment Eligibility,

A Introduction
This paragraph provides the requirements to determine a foreign person eligible to receive
payments, loans, or benefits subject to the foreign person rule for the programs listed in

B Contribution Requirements

*--In addition to any other applicable requirements, the following significant contributions--*
must be provided by a person or legal entity considered to be a foreign person.

What Significant Contribution
Foreign Person | Who Must Make the Contribution Must Be Provided

Person Person. *--All of the following:--*

e active personal labor

e capital
e land.
Entity Each foreign person who is a Active personal labor.

stockholder or other type of member.

Note: The eligibility determination will apply to all program benefits associated with
payments, loans, and benefits subject to the foreign person rule, with respect to any
commaodity produced, or land set aside from production, for that crop year.

C Active Personal Labor Exception for CRP

Labor that is custom hired may be excluded when determining both the amount of labor

necessary to conduct the farming operation and whether the foreign person has provided a

significant contribution of active personal labor, if both of the following apply:

e the foreign person receives only CRP payments

e COC determines, and State Office concurs, that such labor is always custom hired in the
county.

Note: Exceptions shall be producer specific and documented on CCC-903 or attachment.
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Par. 110
110  Requesting Benefits for Nonforeign Shares

A Introduction

Entities that have been determined ineligible for payment, loan, or benefit because of the
foreign person rule may receive the amount of payment that represents the percentage
interest of the entity that is owned by U.S. citizens or lawful aliens.

Note: This provision is also applicable to foreign stockholders, etc. of an entity if some, but
not all, of the foreign persons provide a significant contribution of active personal
labor.

B Requesting Payment
To receive the eligible portion of payment, loan, or benefit, the entity must:

e provide a written request for payment to COC that includes the percentage of foreign
ownership (subparagraph C)

e receive an approval determination letter from COC (subparagraph D).
*--Note: CCC-902E and CCC-901 are considered acceptable written requests for the eligible

portion of payments, loans, or benefits representative of the percentage of interest that
is owned by U.S. citizens or lawful aliens.--*
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Par. 110
110  Requesting Benefits for Nonforeign Shares (Continued)

C Example Letter From Entity

This is an example letter from a foreign entity, with foreign persons holding more than
10 percent, requesting percentage of eligible payments.

To: County Committee

From: Corporation/ Entity

According to program provisions dealing with foreign persons having more than
10 percent beneficial ownership of an entity, the following request for payment of

program benefits is made.

Listed below are the foreign persons holding a beneficial interest that totals more than
10 percent ownership of the entity:

Name Percent of Ownership

Total:

The information provided above indicates that percent of the entity’s ownership is
held by U.S. citizens and/or lawful aliens. We formally request payment of this
percentage of benefits that the entity is eligible to receive.

Signature Date

Title
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Par. 110
110  Requesting Benefits for Nonforeign Shares (Continued)

D Example COC Approval Letter

This is an example letter notifying a foreign entity, with more than 10 percent foreign
ownership, of COC approval of request for payment.

Dear Producer:

The County FSA Committee has reviewed your request for payment of
eligible benefits. It is our finding that percent of the beneficial ownership is held
by foreign persons and ineligible for payment.

Based on this determination, percent of payments earned by your entity will be
eligible to be paid.

[Give appeal rights according to 1-APP.]

This determination has been based on the facts as submitted. Any unrevealed
circumstances could require the application of a more restrictive rule.

Sincerely,

County Executive Director

2-2-09 4-PL Amend. 1 Page 3-10



Par. 111
111  Foreign Person Rule Notification Letter Examples

A Introduction
This paragraph provides example notification letters to foreign persons.
B Letters to Eligible Foreign Persons

Insert the following statement in notification letters to foreign persons determined eligible for
payments and other benefits:

“Based on the information you (your representative) provided, the County
FSA Committee has determined you to be a foreign person eligible to receive certain
program benefits.”

Note: Insert the statement following the actively engaged in farming and person
determinations.
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Par. 111
111  Foreign Person Rule Notification Letter Examples (Continued)

C Example Letter to Ineligible Foreign Persons

This is an example notification letter to foreign persons determined ineligible for payments
and other benefits.

Dear Producer:

Based on the information you (your representative) provided, the County
FSA Committee has determined you are a foreign person ineligible to receive certain
program benefits. These benefits include payments and loans.

[Give appeal rights according to 1-APP.]

This determination has been based on the facts as submitted. Any unrevealed
circumstances could require the application of a more restrictive rule.

Sincerely,

County Executive Director

D Letter to Ineligible Foreign Entities
Insert the following statement in notification letters to ineligible foreign entities:
“Foreign entities that have been determined ineligible to receive certain benefits may
request payment of the percentage of entity ownership held by U.S. citizens and/or lawful

aliens. The request must be in writing and include the percentage of foreign ownership.”

112-115 (Reserved)
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Par. 116
Part 4 Eligibility Determinations for Farming Operations

Section 1  General Determinations
116  Spouses
A Actively Engaged in Farming Rule for Spouses

Use this table for actively engaged in farming determinations involving spouses.

IF the spouses are both... |THEN...

farming together: if 1 spouse is determined actively engaged in farming, the
other is credited with significant contributions of active

e inajoint operation personal labor and active personal management to the same

e asan entity farming operation. The requirements of significant

contribution of capital land, or equipment, commensurate
share and risk remain applicable.

Note: This also includes the spouse’s estate.

involved in separate each spouse must independently meet all applicable
farming operations requirements to be considered actively engaged in farming.

B Determinations for Spouses Example 1

*--Situation: Spouse A and Spouse B have a joint farming operation comprised of 500 acres of
rented land. In addition, Spouse B has 100 percent interest in Corporation X that is
participating in CRP and earning annual payments.

e Spouse A and Spouse B jointly own all the equipment and provide all the capital for their
farming operation.

e Spouse A contributes at least 50 percent of the active personal labor and a significant
contribution of active personal management for the joint farming operation. Spouse B
does not provide active personal labor or active personal management.

e Spouse A’s and Spouse B’s share of the profits or losses from the farming operation are
commensurate with their contributions and the contributions are at risk.

Determination: Spouse A is considered to be actively engaged in farming because he or she
is making both a left hand and right hand contribution. Spouse B is also making a left hand
contribution, but is not making a right hand contribution. However, by using the actively
engaged rule for spouses, Spouse B is credited with contributing labor and management;
therefore, Spouse B is considered to be actively engaged. Spouse A and Spouse B are each
eligible to receive their respective share of the total program payments and benefits received
by the joint operation and subject to limitation. Any contributions necessary for payment
eligibility credited to Spouse B are only applicable to the joint operation and do not apply--*
to the Corporation X farming operation.
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Par. 116
116  Spouses (Continued)

C Determinations for Spouses Example 2

*--Situation: Spouse M and Spouse N have a joint farming operation comprised of 700 acres of
owned and cash-rented land. Spouse N is an heir to the estate of his or her father who died in
the previous year. Spouse N is a full-time employee at the local FSA office.

e Spouse M and Spouse N jointly own all of the equipment and provide all of the capital
necessary for the farming operation.

e Spouse M contributes the majority of the active personal labor and the active personal
management for the farming operation.

e Spouse N contributes active personal labor and active personal management, whenever
able, to the farming operation, but the amount is not commensurate with his or her share.

e The estate owns land, of which Spouse N is an heir, and meets the requirements to be
considered actively engaged in farming under the landowner provision.

e Spouse M and Spouse N’s shares of the profits or losses from the farming operation are
commensurate with their contributions to the farming operation and the contributions are
at risk.

Determination: Spouse M, Spouse N, and the estate are all considered actively engaged in
farming. Through the special provision for spouses, Spouse N is credited as making
significant contributions of active personal labor and/or active personal management to the
farming operation since Spouse M is considered to have met the requirement of actively
engaged in farming. Both Spouse M and Spouse N made significant contributions of capital
and equipment, and consequently, both met the requirements of the cash-rent tenant rule as
well. In addition to his or her share of the program payments received through this joint
farming operation, Spouse N will also be attributed payments earned by his or her father’s
estate according to his or her share held as an heir.--*
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Par. 117
117  Minor Children

A Definition of Minor Child

[7 CFR 1400.101] Minor child means a person that is not 18 years of age on or before
April 1 of the current year.

*--Effective beginning with the 2010 crop, program, and FY’s, June 1 of the applicable--*
year shall be the date used for the determination of minor child.

Notes: Court action conferring majority on such person does not change this person’s status
as a minor child.

Person A’s payments will continue to be attributed to his/her parent for the applicable
crop year, program year, or FY even though the age of majority is reached during the
year.
B Payments to a Minor Child
Payments issued to a minor child:

e are attributed to the parent or court-appointed person who is responsible for the child

e that is a beneficiary of a trust or heir of an estate, are attributed to the parent or
court-appointed person who is responsible for the child.

Exception:  If both parents are receiving program payments, the minor child payments will
be attributed to the parent receiving the larger amount in program payments.

If a revocable trust, program payments will be attributed only to the grantor of
the revocable trust.
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Par. 117
117 Minor Children (Continued)

C Exception to Rule

Payments to a minor child will not be attributed to a parent or court-appointed person for
payment limitation purposes if both of the following requirements are met:

e the minor child is a producer on a farm

e neither the minor child’s parents nor court-appointed person has any interest in the minor
child’s farm or production from that farm.

D Exception Restrictions

Either of the following must be met for the minor child to remain under the exception in
subparagraph C:

e the minor child meets all of the following:

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

e personally carries out the farming activities in his or her operation
e maintains a separate accounting for his or her farming operation

e the minor child meets all of the following:
e does not live in the same household as his or her parents

e isrepresented by a court-appointed person responsible for the minor child
e has ownership of the farm vested in him or her.
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Par. 118
118 Indian Tribes

A Definition

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 Indians.

B Rule

*--Indian tribes are not included under the person or legal entity definitions for applying the
payment eligibility and payment limitation provisions. Therefore, no limitations or
restrictions are imposed on Federally-recognized Indian tribes for receiving program
payments or benefits.

Note: This exemption only applies to Indian tribes.--*
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*--C Applying the Rule

Indian Tribes (Continued)

This table provides rules applicable to Indian Tribes and Native Americans.

Par. 118

IF the farming
operation is
conducted by...

THEN...

the tribe on land
the tribe owns,
rents, or otherwise
acquires

e payments are not subject to limitation

e AGI limitations do not apply

e earnings and payments will not be attributed to each individual

member of the tribe.

Note: CCC-902E is required to collect land information for the

farming operation.

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

e aBIA official must certify that no 1 member, directly or
indirectly, will receive more than the limitation in CCC-902E,

item 18, “Remarks” or statement attached to CCC-902E

e individual members are considered actively engaged in farming

because of land ownership

e a BIA official must provide a statement to certify that all

members are in compliance with AGI limitations.

individual Native

e actively engaged in farming requirements, cash-rent tenant

American rules, and AGI limitations apply

e payments are subject to limitation

e earnings and payments will be attributed to the individual.
a legal entity e actively engaged in farming requirements, cash-rent tenant

comprised of
members that are
Native Americans

rules, and AGI limitations apply

e payments to the legal entity are subject to limitation

e earnings and payments will be attributed to each partner,

stockholder, or member with an ownership interest.

Note: Not applicable to Alaska Native village or regional

corporation established under the Alaska Native Claims

Settlement Act.
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Par. 119

119  States, Political Subdivisions, and Agencies

A Rule [7 CFR 1400.102]

C

3-17-10

States, including agencies, divisions, or political subdivisions thereof, are ineligible for
program payments, except as provided in subparagraph B.

Exceptions to Rule

Exception 1: DCP and ACRE payments issued with respect to land owned by the State and
used to support public schools are authorized, but limited to $500,000
annually.

Note: The term public school includes State universities.

Exception 2: DCP and ACRE payments made to States under Exception 1 are not limited if
*--State has a population of less than 1.5 million using the most recent U.S.
Census Bureau data.

Note: For 2009, States that met the criteria were Alaska, Delaware, Hawaii, Idaho,--*
Maine, Montana, North Dakota, New Hampshire, Rhode Island, South Dakota,
Vermont, and Wyoming.

*--For 2010 and future years, or until further notice, the States that meet the criteria are
Alaska, Delaware, Hawaii, Maine, Montana, North Dakota, New Hampshire,
Rhode Island, South Dakota, Vermont, and Wyoming.--*
Written Verification
If the requirements in subparagraph B are met and the payments are not issued directly to a

public school, written verification must be obtained from the State Board of Education, or
other authorized official, that payments are used solely for the support of public schools.
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Par. 119
119  States, Political Subdivisions, and Agencies (Continued)

D Action by Noncontrol County

Noncontrol County Offices shall follow this table for payments authorized according to
subparagraph B, Exception 1, to a State producer.

Step Action

1 | Notify State producers before the end of applicable signup that:

e State producers may agree to a method of disbursing program payments

e adrawing will be conducted to select the payment order in which participating
eligible State producers will receive program payments, if no alternative
payment method is agreed upon by the State producers

e State producers shall contact the control County Office by the end of signup to
give the alternative payment method agreed upon by all affected parties, if

applicable

o the method used for selection will apply for CCC-509’s.

2 | Send the following to the control County Office for all eligible participating State
producers and participating legal entities in which the State producer has an interest:

e CCC-509’s
e CCC-902E’s
o*--CCC-926’s or CCC-931’s.--*

3 |Notify affected producers of the results of the drawing conducted by the control
County Office no later than 1 week after the drawing is held.

Note: Notify the control County Office of any cancellations.
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Par. 119

States, Political Subdivisions, and Agencies (Continued)

E Letter to Combined State Producers

Send this letter to State producers subject to subparagraph B, Exception 1, no later than
30 calendar days before the end of signup.

Producer’s Name Date
Street
City, State ZIP Code

Dear Producer:

A State, including all political subdivisions and agencies thereof, is only eligible for
payments under DCP or ACRE if the payments are used solely for the support of public
schools. Total payments cannot exceed $500,000 annually. To be eligible for payment,
each legal entity must be determined actively engaged in farming and in compliance with
highly erodible land conservation and wetland conservation provisions.

If you intend to participate in DCP and/or ACRE, you must enroll by [end of signup date].
No later than [end of signup date], all State producers should develop a method for
disbursing program payments subject to limitation and inform the control County Office
[give office name and address]. If no method is given, the control County Office will
conduct a drawing, open to the public, on [second Friday after signup] at 10:00 a.m., for
selecting the order in which participating State producers will receive payments subject to
limitation. These payments are earned on State-owned land and used solely for the support
of public schools.

If a drawing is conducted, you will be notified of the results.

Sincerely,

County Executive Director
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Par. 119

States, Political Subdivisions, and Agencies (Continued)

F State Drawing, Control County

Control County Offices shall use this table if it is necessary to conduct a drawing for State
producers. The drawing shall be open to the public and conducted at 10 a.m. on the second
Friday after the end of signup or such other date is announced.

Step

Action

1

Determine the number of State producers by counting each eligible contract or
application subject to the same limitation and assign a number to each.

Note: Include only timely filed contracts or applications in which the State
producer has an interest.

Select by drawing the numbers assigned in step 1 until a payment order has been
established for all State producers. For CCC-509’s, use the calculated direct
payment amount to determine when the limitation has been reached for direct
payments.

Note: For both the direct and counter-cyclical payments, allocate the amounts to
producers in the same order as determined by the drawing and issue payment
when appropriate.

Notify the noncontrol County Offices of the results of the drawing.

Note: Include a list of payment and designation order as determined in step 2 that
indicates each producer’s earnings subject to the applicable limitation.

Update the list in step 3 if any producers cancel their contract or application.

e Subsequent final payments subject to the applicable limitations shall be made in
the order listed.

e Total payments for direct, counter-cyclical, and ACRE payments shall not
exceed $500,000 for program payment limitation amount.
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*1-120 Completing CCC-902E’s for Public Schools

A Completing CCC-902E’s

4-29-09

Complete CCC-902E according to this table.

Item Instruction

1 -2 | Enter name of the control county and State for this farming operation. The
control county most often is the administrative county for the entity’s or joint
operation’s farming operation.

3 Enter crop year for which this certification applies.

Part A
1 Enter name of the general partnership, joint venture, Indian Tribe, corporation,
LP, LLC, trust, estate, charitable/tax-exempt organization, public school,
city/county/State-owned entity, or other similar entity.
2 Enter TIN of the entity or joint operation in Item 1.
Note: If complete TIN is already on file, only last 4 digits are required.
3 Enter month and year the entity or joint operation was formed. This is not
applicable to public schools, city/county/State-owned entities, or Indian Tribes.
Part B
1 CHECK (v') box that defines the type of entity or joint operation in Part A. If
“Other” is checked (v), specify or describe.

2 Note: Supporting documentation, such as articles of incorporation, trust papers
for an irrevocable trust, partnership agreement, and evidence of heirship,
are required for each type of operation represented, except for public
schools, States, State entities, and counties.
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*--120 Completing CCC-902E’s for Public Schools (Continued)

A Completing CCC-902E’s (Continued)

ltem

Instruction

Part C

If additional space is needed for any information in Part C, complete and attach
for CCC-902E Continuation.

Enter the following for each member of the entity or joint operation.

Member’s name.

1
A
B

Last 4 digits of member’s TIN.

Note: If complete TIN is already on file, only last 4 digits are required.

Percent share of or interest in the operation.

Member’s position in and salary or bonus from the operation.

Member’s family relationship to the first member listed in 1A.

IF entity is... | THEN show...

an estate member’s relationship to the deceased individual.

a trust beneficiary’s relationship to the grantor.

CHECK (v) either of the following, as applicable:

e “Yes”, if the member has signature authority for entity in Part A
e “No”, if the member does not have signature authority for entity in Part A.

Note: For joint operations, joint ventures, and general partnerships, each
member must initial the response in Column F.

land?2

If individual completing CCC-902E has signature authority for entity in Part A,
and all information in Part C is true and correct, enter initials in item G1 and the
date in item G2.

Aand B

If entity in Part A is an estate or trust, or if any member in Part C is an estate or
trust, enter the name of estate or trust in item 2A and enter the name of the
executors, administrators, or grantors in item 2B. If there is more than

1 executor, administrator, or grantor, provide the additional information in the
space provided or attach additional sheets.

4-29-09
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*--120 Completing CCC-902E’s for Public Schools (Continued)

A Completing CCC-902E’s (Continued)

4-29-09

ltem

Instruction

3

If any member in item 1A is an entity or joint operation:

e complete CCC-901 and attach a copy

e CHECK (v) box, if CCC-901 has been completed and attached
e complete CCC-902E for each embedded entity or joint operation

e CHECK (v) box if, CCC-902E’s are attached for members who are entities
and joint operations.

If any of the member in Part C has interest in other farming operations conducted
under a name other than the name listed in Part A, provide the following
information.

Member’s name.

Name of farming interests.

O|m|>

TIN of the other farming operation.

Note: If complete TIN is already on file FSA, only last 4 digits are required.

County/State where the interest is located.
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*--120 Completing CCC-902E’s for Public Schools (Continued)

A Completing CCC-902E’s (Continued)

4-29-09

ltem

Instruction

Entity’s
Name

Enter name of the entity or joint operation in Part A at the top of the page.

5

IF... THEN...

none of the members listed | CHECK (v') “N/A” (not applicable), and go to
in Part C, item 1, is a minor | item 6.

any member listed in Part C, | provide the following information about that
item 1, is a minor member.

Minor’s name.

Minor’s date of birth.

Name of the minor’s parent or guardian.

Address of the parent or guardian.

m|O|lo|m|>

Parent or guardian’s TIN.

Note: If complete TIN is already on file FSA, only last 4 digits are required.

CHECK (v') the following, as applicable.

THEN
CHECK
IF any minor in item 5A... (v)...

is a producer on a farm and the parent or guardian has no interest “Yes”.

is a producer on a farm and the parent or guardian has an interest in “No”.
the farming operation

maintains a separate household from the parent or guardian and “Yes”.
personally carries out all farming activities with respect to the minor’s
own farming operation, including maintaining separate accounting

does not maintain a separate household from the parent or guardian “No”.
and does not personally carry out all farming activities with respect to
the minor’s own farming operation, including maintaining separate
accounting

who is represented by a court-appointed guardian or conservator, lives | “Yes”.
in a household other than the parents’ households, and have a vested
ownership in the farm

who is represented by a court-appointed guardian or conservator, does | “No”.
not live in a separate household other than the parents’ household, and
does not have a vested ownership in the farm

If “Yes” is checked for all items F1 through F3, for the minor that has an interest
in the farming operation of the entity or joint operation in Part A, enter the name
of the minor in the space provided.
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*--120 Completing CCC-902E’s for Public Schools (Continued)

A Completing CCC-902E’s (Continued)

Item

Instruction

6A

CHECK (v') either of the following, as applicable:

e “Yes”, if all individual members and shareholders in embedded entities
and joint operations listed in Part C are U.S. citizens; go to Part D

e “No”, if any individual members and shareholders in embedded entities
and joint operations listed in Part C is not a U.S. citizen; go to 6B.

6B

For each member or shareholder who is an alien lawfully admitted into the
U.S., list that member’s name and indicate whether this person possesses a
valid 1-551.

CHECK (v) “No” for any non-U.S. citizen who does not possess I1-551.

FSA Only

FSA shall CHECK (v') “Yes” or “No”, indicating that 1-551 was presented,
and initial CCC-902E.

Part D

If additional space is needed for this Part, complete and attach CCC-902E
Continuation.

1
A through E

Enter percentages of capital (money), land, equipment, hired labor, and hired
management that is provided by the joint operation or entity in Part A (not
by the members or shareholders directly).

If all labor and management is provided by the members and no labor or
management is hired, enter “0%”.

2
A through H

If any member provides capital, land, or equipment to the farming operation
in Part A, enter the member’s name and the percentage contributed.

Use Items 2D and 2F to indicate if a member contributes owned land or
equipment to the entity or joint operation’s farming operation.

If any member provides hired labor, labor they do themselves, hired
management or management they do themselves, enter the member’s name
and percentage of each contribution in Items 2G and 2H.

CHECK (v') applicable box, if a member provides 1000 or more hours of
active personal labor to the farming operation in Part A.

4-29-09
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*--120 Completing CCC-902E’s for Public Schools (Continued)

A Completing CCC-902E’s (Continued)

4-29-09

Item Instruction
Entity’s | Enter name of the entity or joint operation in Part A at the top of the page.
Name
Part E | If additional space is needed for this Part, complete and attach CCC-902E
Continuation.
1 Enter the following information for all land that is operated by the farming
operation in Part A.
A Farm number, State, and county where located.
B Name of the entity, joint operation or member who contributes the land.
C CHECK (v') applicable box to show whether land is owned, leased to someone,
or leased from someone.
D Name of the individual, entity, or joint operation to whom or from whom the
land is leased.
E Acres owned or rented on the farm.
F Per acre amount of cash-rent or percentage of the crop shared with the landlord.
Note: If land is cash leased from an:
e unrelated individual or entity, enter “cash”
¢ individual or entity that has an interest in the crop or crop proceeds,
include the rental rate in $ per acre.
G CHECK (v') box if the farming operation in Part A had this same land interest in

the prior crop year.

*
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A Completing CCC-902E’s (Continued)

4-29-09

Par. 120

Item Instruction
Part F

1 CHECK (v') all sources of capital for the farming operation in Part A that apply.
If “Other” is checked (v), specify.

2 THEN
IF farming operation in Part A... CHECK (v)...
acquired any contributions of capital, equipment, or land “Yes” and go to
through loans or credit arrangement item 3.

did not acquire any contributions of capital, equipment, or “No” and go to
land through loans or credit arrangement Part G.

3 used loans or credit to finance this farming operation, or to “Yes” and
acquire/purchase land or equipment, and such financing was | complete
acquired from, guaranteed by, co-signed by, or secured by an | items 3A
individual, joint operation, or entity with an interest in the through 3E.
farming operation

4 used loans or credit to finance this farming operation, or to “No” and go to
acquire/purchase land or equipment, and such financing was | Part G.

not acquired from, guaranteed by, co-signed by, or secured by
any other individual, joint operation, or entity

4-PL Amend. 2
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*--120 Completing CCC-902E’s for Public Schools (Continued)

A Completing CCC-902E’s (Continued)

4-29-09

Item Instruction
Part G | All percentages are based on annual rental values.
1 Enter percent of all equipment used in this farming operation that is owned by
the entity or joint operation in Part A.
If no equipment used in this farming operation is owned by the entity or joint
operation in Part A, enter “0%”.
2A | Enter information for all equipment used in the farming operation that is leased
through | by the joint operation or entity in Part A. For each type of equipment leased,
2C enter the following:
A percent of total equipment used in the farming operation
B name of the party or entity from whom equipment is leased
C type of equipment leased.
If leased equipment is not used in this farming operation, enter “0%” and go to
Part H.
2D If joint operation or entity in Part A leased equipment, indicate whether the
equipment was leased from an individual or entity that has an interest in the
farming operation of the joint operation or entity in Part A.
IF the equipment was... THEN CHECK (¥)...
leased from an individual or entity that has an “Yes” and go to item 3.
interest in the farming operation of the joint
operation or entity in Part A
not leased from an individual or entity that hasan | *“No” and go to Part H.
interest in the farming operation of the joint
operation or entity in Part A
3 If joint operation or entity in Part A leased equipment from an individual or

entity that has an interest in the farming operation of the joint operation or entity
in Part A, copies of lease agreements may be required for compliance purposes.
Go to Part H.
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*--120 Completing CCC-902E’s for Public Schools (Continued)

A Completing CCC-902E’s (Continued)

4-29-09

Item Instruction
Entity’s | Enter name of the entity or joint operation in Part A at the top of the page.
Name
Part H
1 Using custom services by the farming operation in Part A does not apply:
e to services for chemical and fertilizer application
e to harvesting crops
o if all the land in the farming operation is owned.
IF custom farming services will... | THEN CHECK (¥)...
not be used in this operation “No” and complete all items in Part H.
be used in the farming operation “Yes” and complete items 1A
through 1D.
1A | Type of custom service, including but not limited to, tillage, planting,
cultivating, chemical application, insect/pest scouting, etc.
1B Farm numbers the service will be applied.
1C | Total number of acres for which custom services will be used.
1D Name of the custom farming service provider. Go to Part I.
Part |
1 Enter percent or number of hours of active personal labor donated to the farming
operation in Part A by family members or neighbors for which payment is not
issued and is not owed.
THEN
IF... CHECK (¥)...
2A [ none of the hired labor for the farming operation in Part A “No”.
originated from the source of leased equipment in Part G
any of the hired labor for the farming operation in Part A “Yes”.
originated from the source of leased equipment in Part G
Note: Acceptable documentation of equipment lease and
hired labor agreements may be required for
compliance purposes.
2B none of the hired labor for the farming operation in Part A was | “No” and go to

included in the custom services shown in Part H Part J.
any of the hired labor for the farming operation in Part A was |“Yes” and go to
included in the custom services shown in Part H Part J.

Note: Acceptable documentation of equipment lease and
hired labor agreements may be required for
compliance purposes.
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120  Completing CCC-902E’s for Public Schools (Continued)

A Completing CCC-902E’s (Continued)

3-17-10

ltem

Instruction

Part J

1

For each member or shareholder of the farming operation in Part A that is
contributing active personal management, list the person’s name and identify the
type of management duties provided to the farming operation in Part A.

The duties/activities must be performed on a regular basis, must be identifiable
and documentable, and must be separate and distinct from the management
activities performed by any other members or shareholders.

Note: These specific requirements are not applicable to heirs of estates or to the
beneficiaries of trusts.

Enter name of any person, other than a member or shareholder, that will be
providing hired management and briefly describe the types of management duties
hired for the farming operation in Part A, including management by an
administrator or trustee who receives compensation for this service or activity.

Enter name of any person, other than a member or shareholder, that will be
providing other management and briefly describe the types of management duties
provided for the farming operation in Part A, including management by an
administrator or trustee who does not receive compensation for this activity..

If entity is an estate or trust, list management provided by the executor,
administrator, or trustees. Go to Part K.

Part K

Enter any additional and relevant information about this farming operation and/or
the members and shareholders that could not be entered in any other part.

Include references to any and the number of CCC-902E Continuation pages
completed and attached. Go to Part L.

Part L

*--An individual member, or an authorized representative of the legal entity
identified in Part A, must sign the certification. If a joint operation, each member
of the joint operation indentified in Part A must sign the certification.--*

If the individual members sign the document, this field should be left blank.

*--If an authorized representative for the legal entity in Part A signs--*
CCC-902E, use this field to show the individual’s representative capacity. (For
example, “agent” or “attorney-in-fact.”)

Enter date CCC-902E was signed.
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Par. 120
*--120 Completing CCC-902E’s for Public Schools (Continued)

B Example CCC-902E

Following is an example of CCC-902E completed for a public school.

This form is available electronically. (See Page 5 for Privacy Act Statement)
CCC-902E U.S. DEPARTMENT OF AGRICULTURE 1. County 3. Program Year
(03-26-09) Commodity Credit Corporation Brazos

FARM OPERATING PLAN FOR AN ENTITY ST 2009
2009 and Subsequent Program Years - ale
For “actively engaged in farming” and other payment eligibility/imitation determinations.

This form is to be completed for an entity, including a joint operation, that is seeking benefits from the Farm Service Agency (FSA) under one or more programs
that are subject to the regqulations at 7 CFR Part 1400. This form collects farming and other information about the entity that receives program benefits directly
using the tax identification number listed in Part A. This forim also coflects information about the members of such entity. An individual who receives program
benefits directly as an individual must complete a CCC-902] with respect to that individual’s operation. Payment eligibility is based upon the contribution of certain
inputs o a farming operation such as land, capital, equipment, labor, and management by the entity listed in Part A. The information on this form will be used by
FSA fo determine payment eligibility and limitation of payments by direct attribution.

PART A - ENTITY INFORMATION

1. Farming Entity's Name and Address (inc/ude Zip Code) 2. Tax |dentification Number (if the faxpayer
T identification number is already on file with FSA,
Wixon Valley USD#427 o o
. only the lasi igits are require:
427 Wixon Rd 2400

Wixon Valley, TX 78888 3. Date of Formation (MM-DD-YYYY)

01-10-1973

PART B - TYPE OF OPERATION (Sefect oniy one)
1. Select appropriate type of operation that defines the entity identified in Part A:

D General Partnership D Limited Partnership D Estate |:| City, County or State-owned Entity
[ Joint venture [ Limited Liability Company [ charitable/Tax-exempt [ inclen Tribe

D Sole Proprietorship/DBA D Revocable/Living Trust Qrganization

I:‘ Corporation |:| Irrevocable Trust E Public School D Other:

2. Supporting documentation (such as articles of incorporation, trust papers, partnership agreement, evidence of heirship, and operational authorities of all
shareholders, members and owners) is required, except for public schools, States, State entities, cities, and counties, to verify the legal status of the
eptity and the a i i e jsfactj

il No (o) k=]
PART C - MEMBER INFORMA'

1. Members - List all members/shareholders of the entity identified in Part A of this form:

A B. C. E. .
D. ; ;
Name Tax ID Number % Share - Family Member Does this member have
(Last 4 digits if POS(;;I:H E};‘;[)S‘,Z)lary Relationship signature authority for the
already on file) PP (if applicable) legal entity? (Yes or No)
Public School
YES NO
No members $ O O
3 Oves o
3 Oves o
5 Oves Owo
5 Oves wno
5 Oves o
G. I certify that I have signature authority for the entity identified in Part A and that all information in 1. Initials 2. Date
Part C is trite and correct, pm 2O 00
2. Ifthe entity in Part Ais an Estate or Trust, or if any member/shareholder is listed above is an Estate or Trust, list the Executor, Administrator, or Grantor:
A. Name of Estate or Trust B. Name of Executor/Administrator/Grantor

3. Embedded Entities — If any member/shareholder of the entity identified in Part A is an entity, a CCC-901, Member's Information, must also be completed and
submitted concurrent with this CCC-902E. Additionally, a CCC-902E must be completed and submitted for each embedded entity.

[ check if ccc901 is attached. [ check if ccc-902E is attached for an embedded entity.
4. Other farming interests: Complete this item for any member/shareholder identified in Part C that has an interest in other farming operations.
D.
A B. y - County(ies) and State(s)
Member's name Name of Farming interest(s) Tax |D Number of farming interest where farming interest(s)

(Last 4 digits if aiready on file) are located

The U.S. Department of Agricuiture (USDA] prohibits discrimination in alf it program and activities on the basis of race, color, national origin, age, disabifity, and where applicable, sex, marital sfatus, farmilial status,
parental status, refigion, sexuaf orientafion, genelic information, pofitical beliefs, reprisal, or because aif or part of an individual's ircome fs derfved from any public assistance program. (Mot alf prokibited bases apply fo
all programs.) Persons with disabilities who require affernative means for commmunication of program information (Braiffe, farge print, audiotape, efc) shouid contact USDA's TARGET Center af (202) 720-2600 (voice
and TOD). To file a complaint of discrimination, write to USDA, Directar, Office of Civil Righis, 1400 Independence Avenue, SW., Washingfon, DC 20250-0470, or cail (800) 795-3272 (voice) or (202) 720-63682 (TDD).
USDA is an equal opportunily provider and employer.
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*--120 Completing CCC-902E’s for Public Schools (Continued)

4-29-09

B Example CCC-902E (Continued)

120

CCC-902E(03-26-09) Name of Entity (as identified in Part A): Wixon Valley USD#427 Page 2 of 6
5. Minor Members or Shareholders — For any Member or Shareholder who is a minor, provide the following: & N/A
A B. . E.
Minor's Name Date of Parent’s or Guardian’s Name Parent’s or Guardian’s Address Parent or Guardian’s SSN
Birth or Tax ID Number

(Last 4 digits if afready on file)

F. Separate Status of Minors:
(1) Is any minor a producer on a farm in which the parent or guardian has no interest? D YES D NO

(2) Does any minor maintain a separate household from the parent or guardian and personally carry out farming D YES D NO
Activities with respect to the minor's farming operation, including maintaining separate accounting?

(3) Does any minor whois represented by a court-appointed guardian of conservator responsible for the minor |:] YES I:l MO
a) live in a household other than the parents’ household(s), and b) have a vested ownership in the farm?

(4) If any minor with an interest in this farming operation can answer “YES" to ltems F{1) through F{3), list that minar's name:

EA. Citizenship Status - Is each Member and Shareholder of the entity or joint operation identified in Part A, and any embedded entity identified in Part C a
U.s. Citizen?

D YES, all members/shareholders are US Citizens - Go to Part D D MO, one or more members/shareholders is not a US Citizen - Complete ltem 6B

GB. For each member or shareholder (direct or embedded) whois not a US Citizen, provide the following:

{2) This individual has a FOR FSA USE O

(1) Name of Individual valid Form 1-551

Form I-551 Presented to FSA CCCl

Oves [Ono Oves [Owo

Oves [Owo [Ives [wno

Oves Owo Oves wo

Oves Owo Oves Ono
PART MARY OF CONTRIBUTIONS TO THE FARMING OPERATION

1. For the farming operation of the entity identified in Part A, what percentages of the overall inputs will be contributed directly by the Entity? Enter
the following information for contributions to be made by the entity identified in Part A. These percentages should reflect the capital provided directly by the legal
enfity; land and equipment owned andfor cash leased by the legal ertity and used in the farming operation; labor hired by the legal entity; and management hired by the legal
enfity. (Provide detailed information about these contributions in ftems A through E.)

A, Capital B. Land C. Equipment D. Hired Labor E. Hired Management

% 100 % % % 100 %

2. For the farming operation of the entity identified in Part A, what percentages of the following farm inputs will be contributed by the Members
listed in PART C? Enter the following information for the contributions to be made by the members. These percentages should reflect any capital originating from
members’ funds rather than from the entity; land and equipment owned or obtained by the member(s) and contributed fo this farming operation without compensation fo the

ber(s); labor and g nt hired by the members for the entity; and labor and management performed personally by the member(s) for the benefit of the farming
operation identified in Part A. (Provide information about these contributions in ltems B through H).

A B. C. D. E. F. G. Labor (%) H. Management (%)
Member's Capital Land % of Equipment % of Theck
Name (Current % Owned % Owned Hired Active {1000 Hired Active
Year) % Land Equipment Personal Hours Personal

OoooiQo

For additional space, use and attach CCC-902E Continuation
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*--120 Completing CCC-902E’s for Public Schools (Continued)

B Example CCC-902E (Continued)

CCC-902E (03-26-09) Name of Entity (as identified in Part A): Wixon Valley USD#427 Page 3 of 6

PART E - LAND
1. Land: Enter the following information for ALL land in the farming operation of the entity identified in Part A. If land is cash leased from an individual or
entity that has an interest in the crop or crop proceeds, include the rental rate in $/acre in Column F; otherwise enter “cash.”
(For additional space, complete CCC-902 Continuation and attach to this form)
A B. C. D. E. F. G.
Farm No. and Land Leased or Check as applicable Name of Person or Entity Acres Rental Rate $ Check here if
Location Contributed By Whom Land is Leased to Owned per Acre/ % same land
(County and State) e Toaes | a@ndior From (includes names of or or Crop Share interest was
Owned o From landowners and landlords) Leased held last year
Farm No
200 Wixon Valle
200 USDH#427 y X X [0 | ceorge Jones 15.0 25% X
Brazos{TX
Farm No
Location D D D D
Farm No
Location: D D D D
Farm No
— o, o|o O
Farm No
oo o oo O

PART F - CAPITAL SOURCES and USES

1. Indicate the source(s) of all farming capital for the entity identified in Part A? (Check ALL that apply.)

m Non-borrowed capital D Private loans/credit D FSA program payments from this crop year

D Other:
2. Will contributions of capital, farming equipment or land be acquired as a result of a loan or credit arrangement?
[Jvesgotoitems B No gotoPat G

I:‘ Commercial loans/credit

3. Will such loan or credit be acquired from, guaranteed by, co-signed by, or secured by an individual, joint operation or entity that has an interest in the
farming operation identified in Part A (Such interest may be as a fandowner or other tenant)?

[ ves. complete items 3(a) through 3(E)  [X] No. Goto Part G.

A B [o] D E
Type of Contribution Name of Loan or Credit Source Guarantor's Name Credit Source or Guarantor's Percent of
Affiliation or Interest in the Total Capital

Farming Operation

%4

PART G - EQUIPMENT (Al percentages are based on annual rental values.)

1. Owned Equipment: Enter the percent of ALL equipment owned by the farming operation of the entity identified in Part A that will be used on the farms
identified in Part C by the entity: 0 %

Enter the following information for ALL leased equipment to be used in the farming operation of the entity identified in Part A. If
leased equipment is not used in this farm operation, enter 0%.

A B C D

2. Leased Equipment:

4-29-09

Percent of Totél Equipment
Used in the Farming Operation

Name of Indi\./iduaI/Entity
Equipment is Leased From

Type of Equiphent Leased

Does the Indivic-!uaI/Entity the
equipment is leased from have an
interest in this farming operation?

Oves Owo

Oves Owo

Oves Owo

3. Lease Agreements: If ltem 2D is “YES,” copies of lease agreement and documentation may be required for compliance purposes. GO TO Part H.
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Par. 120
*--120 Completing CCC-902E’s for Public Schools (Continued)

B Example CCC-902E (Continued)

CCC-902E (03-26-09) Name of Entity (as identified in Part A): Wixon Valley USD#427 Page 4 of 6

PART H - CUSTOM SERVICES

1. Will custom services be utilized by the entity identified in Part A on the farms listed in Part E?
NO. GO TO PARTI |:| YES. Complete Items 1A through 1D.
A B. C. D.
Type of Services Farm Number(s) Number of Acres Name of Provider

PART | - LABOR NOT PROVIDED BY MEMBERS/SHAREHOLDERS IDENTIFIED IN PART C

For the farms listed in Part E, enter the information for contributions of labor to the farming operation that will not be provided by the members or shareholders
listed in Part C:

Type Amount

1. Otherlabor: Enter the percentage or the number of hours to be donated by family members or others 0 %
for which no payment will be issued or owed.

2. Hired labor:
A. Will any of the hired labor for the farming operation identified in Part A originate from the same source as the leased equipment in Part G?
D NO D YES If“YES®, acceptable documentation to prove such relationship may be required for compliance purposes.
B. Will any of the hired labor for the farming operation identified in Part A be included in the custom services shown in Part H?

|:| NO D YES If “YES®, acceptable documentation to prove such relationship may be required for compliance purposes.

PART J - MANAGEMENT

Enter all managerial duties and/or activities required for the farming operation indentified in Part A which will be provided personally by member(s) or
shareholder(s) of the entity or joint operation; or by hired management.

1. Active personal management:
List the specific managerial duties/activities that will be performed personally by each member or shareholder.

The duties/activities must be performed on a regular basis; be identifiable and documentable; and be separate and distinct from the management
activities performed by any other member(s) or shareholder(s).

(This requirement is not applicable to the heirs of Estate or the beneficiaries of Trusts)

Al B.
Member/Shareholder Duties/Activities

For additional space, use and attach CCC-902E Continuation

2. Hired management:
Describe any hired management duties/activities that will be provided by someone other than a member or shareholder (Include management by an
administrator or trustee who receives compensation for this service or activity):

School Superintendent, Danlel wicks, manages the land owned by the school district and rented to George jowes. Daniel wicks has
full responsibility; and authority for all declsions for cropping; marketing of the district's shave of the crops; condueting all business
at FSA; and paying all expensts associated with this property.

3. Other management:

Describe any non-compensated management that will be provided by someone other than a member or shareholder (include management by an
administrator or trustee who does not receive compensation for this activity):

4-29-09 4-PL Amend. 2 Page 4-25



Par. 120
*--120 Completing CCC-902E’s for Public Schools (Continued)

B Example CCC-902E (Continued)

CCC-902 E (03-26-09) Name of Entity (as identified in Part A): Wixon Valley USD#427 Page 5 of 6
PART K - REMARKS

Check all of the following that apply:
D CCC-902 Continuation attached for additional information for Part E - Land

I:l CCC-902E Continuation attached for additional information for the following Parts:

D Part C — Member information

I:l Part D — Summary of Contributions
[ Part F - capitar

D Part G — Equipment

D Part H — Custom Services

PART L - CERTIFICATION - (FOR JOINT VENTURES AND GENERAL PARTNERSHIP, A SIGNATURE IS REQUIRED FOR EACH MEMBEI

I certify that alf the information entered on this document and any supporting documentation is true and correct. understand that furnishing incorrect
information will result in forfeiture of payments and may resuit in the assessment of a penalty. Iwill timely provide written notification to the Farm
Service Agency committees for the county and State listed on this form of any changes in this farming operation. By signing this form I acknowledge that:

all supporting documentation has been submirted as required

1 have reviewed and understand alf definitions and requirements on Page 6 of this form.

all information will be considered in effect continuously unless changes or revisions are submitted.

it is my responsibility to timely notify FSA in writing of any changes that may affect these representations, including, but not limited to: the composition
of the entity identified in Part A; the farming, ranching or forestry operation of the entity identified in Part A; financial status of the entity identified in
PartA.

evidence such as tax records, certified public accountant’s certification, or other documentation may be required fo validate these representations and I
will take all necessary actions to provide such materials to the applicable State or county committee if requested by FSA..

it is my responsibility to timely notify FS4 in writing of any successors who acquive an interest in this farming operation as the result of the death of a
member or shareholder.

1. 2. 3.
Signature (By) Title/Relationship of Individual Signing in the Date (MM-DD-YYYY)
Representative Capacity

Danie! Hioks Swperintendintt HSD #7277 2022009

NOTE: The primary authority for requesting and safeguarding the information described on this form is the Food, Conservation, and Energy Act of 2008 (Pub. L 110-246).
Additionally, the authorify for requesting this information is 7 CFR Part 1400 and 7 CFR Part 1410. The information requested is necessary for CCC to assist in
determining eligibiity for program benefits. Furnishing the requested information is voluntary. Failure fo furnish the requested information wilf resuft in a determination of
ineligibility for certain program benefits and ofher financial assistance administered by USDA. The information collected as a result of this form may be refeased fo USDA
employees, USDA contractors, or authorized USDA cooperators who are bound fo safeguard the information under Section 1619 of the Food, Conservation, and Energy
Act, the Privacy Act or 1974, the E-Government Act of 2002, and refated authorities.

This information collection is exempted from the Paperwork Reduction Act, as is required for the administration of the Food, Conservation, and Energy Act of 2008 (Pub.
L.110-246, Titfe I, Subfitle F — Administration). The provisions of criminal and civil fraud, privacy, and other statutes may be applicable to the information provided.
RETURN THIS COMPLETED FORMTO YOUR COUNTY FSA OFFICE.
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Par. 120

*--120 Completing CCC-902E’s for Public Schools (Continued)

B Example CCC-902E (Continued)

4-29-09

CCC-902 E (03-26-09) Page 6 of 6
DEFINITIONS

The following definitions apply to Form CCC-902E.

1. ACTIVELY ENGAGED IN FARMING — means providing both: 1) significant contributions of capital, equipment, or land, or combination thereof to the farming
operation; and 2) significant contributions of active personal labor or active personal management, or a combination thereof, to the farming operation as described.
Further, for a person or legal entity to be considered actively engaged in farming for program payment purposes, the contributions of the person or legal entity must be
at-risk and commensurate with the person's or legal entity's claimed share of the profit and loss of the farming operation. Failure to meet these requirements will result
in the determination of ineligibility for payments under programs specified in 7 CFR Part 1400.

2. INTEREST IN A FARMING OPERATION — a person or legal entity is considered to have an interest in a particular farming operation if the person or legal entity
owns or rents land to or from that farming operation; has an interest in the agricultural commodities produced on the operation; or is a member of a joint operation that
cither owns or rents land to or from the farming operation, or has an interest in the agricultural commodities produced on that operation.

3. JOINT OPERATION - is a general partnership, joint venture, or similar organization.

4, PERSON - is anatural person (an individual) and does not include a legal entity.

5. ACTIVE PERSONAL LABOR - a person is considered to be providing active personal labor with respect to a farming operation if that person is directly and
personally providing physical activities necessary to conduct the farming operation, including land preparation, planting, cultivating, harvesting, and marketing of
agricultural commodities in the farming operation. Other qualifying physical activities include establishing and maintaining conserving covers and those physical
activities necessary for livestock production for the farming operation.

6. ACTIVE PERSONAL MANAGEMENT - a person is considered to be providing active personal management with respect to a farming operation if that person is
directly and personally providing the general supervision and direction of activities and labor involved in the farming operation; or providing services (whether
performed on-site or off-site) reasonably related and necessary to the farming operation.

7. CAPITAL - with respect to a farming operation is the funding provided by a person or legal entity to the farming operation in order for such operation to conduct
farming activities. To be considered a countable contribution for a person or legal entity, the capital must have been derived from a fund or account separate and
distinct from that of any other person or entity involved in such operation. Countable capital does not include the value of any labor or management which is
contributed to the farming operation. A capital contribution may be a direct out-of-pocket input of a specified sum or an amount borrowed by the person or entity.
Capital does not include advance program payments.

8. CONTRIBUTION - with respect to a farming operation is the provision of land, capital or equipment assets, and providing active personal labor, or active personal
management to the farming operation in exchange for, or the expectation of, deriving benefits based solely on the success of the farming operation.

9. CUSTOM SERVICES —with respect to a farming operation is the hiring of a contractor or vendor that is in the business of providing such specialized services to
perform services for the farming operation in exchange for the payment of a fee for such services performed.

10.  ENTITY - is a corporation, joint stock company, limited liability company, association, limited partnership, limited liability partnership, irrevocable trust, revocable
trust, estate, charitable organization, or other similar organization including any such organization participating in the farming operation as a partner in a general
partnership, participant in a joint venture, a grantor of a revocable trust, or as a participant in a similar organization.

11.  EQUIPMENT -with respect to a farming operation is the machinery and implements needed by the farming operation to conduct activities of the farming operation
including machinery and implements involved in land preparation, planting, cultivating, harvesting or marketing of the crops produced by the farming operation.
Equipment also includes machinery and implements needed to establish and maintain conserving covers.

12.  FAMILY MEMBER - a person is considered to be a family member of another person in the farming operation of that person is related to the other as a lineal
ancestor, lineal descendant, sibling, spouse, or otherwise by marriage.

13.  FARMING ENTITY - is the entity, including a combination of entities, conducting a farming operation at one or more locations.

14, FARMING OPERATION - is a business enterprise engaged in the production of agricultural products which is operated by a person or formal or informal entity
which is eligible to receive payments, directly or indirectly.

15.  LAND -with a respect to a contribution te a farming operation is agricultural land censisting of cropland, pastureland, wetland, or rangeland which meets the specific
requirements of the applicable program for which payments or benefits are sought.

16.  SUPPORTING DOCUMENTATION - is any information that supports the relevant representations made such as, but not limited to: articles of incorporation;

corporate meeting minutes; stock certificates; organizational papers; trust agreement; last will or testament or a deceased individual; affidavit of heirship approved by
Office of General Counsel; partnership agreement; property lease agreement; purchase agreement; land deed; lending security agreement; and financial statement.

17.  All other terms utilized in this form shall be defined pursuant to 7 CFR Part 1400.
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Par. 121
121  Clubs, Societies, and Fraternal and Religious Organizations

A Rule [7 CFR 1400.103]

Charitable organizations, including clubs, societies, fraternal, and religious organizations,
shall be considered separate and distinct farming operations from the members of the
organization or any other legal entity.

B Exceptions to Rule

If the land operated by the organization, or the production from the operation, may transfer to
a legal entity that exercises control over the organization, the payments to the organization
shall be attributed to the parent organization.

Note: If parent organization’s TIN is used by the organization, the payments to the
organization shall be attributed to the parent organization.

Important:  The fact that an organization has a separate TIN does not mean that it
qualifies for a separate limitation. If there is any indication that 1 organization
exercises control over another organization and land or proceeds transfer to
the parent organization, the payments shall be attributed to the parent
organization and payments limited accordingly.

Example: If land owned by a church within a diocese would transfer to the diocese upon
closure of the church, payments to the church would be attributed to the diocese.

C Example of Determinations for Charitable Organizations

Situation: A charitable organization forms other charitable organizations that are
represented to be separate organizations. The other organizations have separate TIN’s and
each is recognized by IRS as qualifying as a charitable organization. However, there is
evidence that the parent organization continues to exercise control over the other
organizations, and that the land, or proceeds from the land, may transfer to the parent
organization.

Result:  All payments will be attributed to the parent organization.
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Par. 122

*1-122 Completing CCC-902E’s for Charitable/Tax-Exempt Organizations

A Completing CCC-902E’s

For detailed instructions on completing CCC-902E’s, seq subparagraph 120 A.

B Example CCC-902E

4-29-09

Following is an example of CCC-902E completed for a charitable/tax-exempt organization.

This form is available electronically. (See Page 5 for Privacy Act Statement.)
CCC-902E U.S. DEPARTMENT OF AGRICULTURE 1. County 3. Program Year
(03-26-09) Commodity Credit Corporation Dallas

FARM OPERATING PLAN FOR AN ENTITY > St 2009
2009 and Subsequent Program Years x ate
For “actively engaged in farming” and other payment eligibility/limitation determinations.

This form is to be completed for an entity, inciuding a joint operation, that is seeking benefits from the Farm Service Agency (FSA) under one or more programs

that are subject to the requiations at 7 CFR Part 1400. This form collects farming and other information about the entity that receives program benefits directly

using the tax identification number listed in Part A. This form aiso collects information about the members of such entity. An individual who receives program

benefits directly as an individual must complete a CCC-9021 with respect to that individual's operation. Payment eligibility Is based upon the contribution of certain

inputs to a farming operation such as fand, capital, equipment, labor, and management by the entity listed in Part A. The information on this form will be used by

FSA to determine payment eligibility and limitation of payments by direct attribution.

PART A - ENTITY INFORMATION

1. Farming Entity's Name and Address (Include Zip Code) 2. Tax Identification Number (¥ the taxpayer

Dallas Wildlife Preservation Society identification number is already on file with FSA,

89797 I-20 E only the last 4 digits are :qslggco

Dallas, TX 76555 3. Date of Formation (VM-DD-YYYY)
04-10-1956

PART B - TYPE OF OPERATION (Se/ect only one)

1. Select appropriate type of operation that defines the entity identified in Part A:

D General Partnership D Limited Partnership D Estate D City, County or State-owned Entity
D Joint Venture D Limited Liability Company g Charitable/Tax-exempt D Indian Tribe

D Sole Proprietorship/DBA D Revocable/Living Trust Organization

I:‘ Corporation |:| Irrevocable Trust D Public School D Other:

2. Supporting documentation (such as articles of incorporation, trust papers, partnership agreement, evidence of heirship, and operational authorities of all
shareholders, members and owners) is required, except for public schools, States, State entities, cities, and counties, to verify the legal status of the
eptitv and the a i i e jsfacti

il No 0] 14
PART C - MEMBER INFORMA

1. Members - List all members/shareholders of the entity identified in Part A of this form:

A B. C. D E. F.
Name Tax |D Number % Share . - Family Member Does this member have
(Last 4 digits if PQS(;;I:n al;llsc;bS’:)lary Relationship signature auth ority for the
already on file) PP (if applicable) legal entity? (Yes or No)
501(c)(3) Tax Exempt Entity
No members $ Clves [lwo
5 Oves [Owo
3 Oves [dwo
3 Oves [wno
3 Oves [wo
3 Oves [wo
G. I certify that I have signature authority for the entity identified in Part A and that all information in 1. Initials 2. Date
Part C is true and correct. /?3 "/’”/ 2009
2. Ifthe entity in Part Ais an Estate or Trust, or if any member/shareholder is listed above is an Estate or Trust, list the Executor, Administrator, or Grantor:
A. Name of Estate or Trust B. Name of Executor/Administrator/Grantor

3. Embedded Entities — If any member/shareholder of the entity identified in Part A is an entity, a CCC-901, Member's Information, must also be completed and
submitted concurrent with this CCC-902E. Additionally, a CCC-902E must be completed and submitted for each embedded entity.

[J check it ccc-01 is attached. [ check if ccc-902E is attached for an embedded entity.

4. Other farming interests: Complete this item for any member/shareholder identified in Part C that has an interest in other farming operations.

D.
County(ies) and State(s)
where farming interest(s)

are located

A

Member’§ name Name of Farmi.ng interest(s) Tax ID Number of farming interest

(Last 4 digits if already on file)

The U5, Department of Agricultare {USDA) prohibits discrimination in alf its program and actvilies on the basis of race, colar, national origin, age, diabilly, and where applicable, sex, mariial status, familal statis,
parental status, religion, sexual orientafion, genetic information, political belfefs, reprisal, or because alf or part of an individual's income is derived from any public assistance program. (Noif alf prohibited bases apply to
aif programs.) Persons with disabilities who require afternative means for communication of program information (Braifle, famge print, audiotaps, efc. ) should contact USDA's TARGET Center at (202) 720-2600 (vaice
and TDD) To file @ complaint of discrimination, write to USDA, Director, Office of Civil Rights, 1400 Independence Avenue, SW, Washington, DC 20250-0410, or call (800) 795-3272 (voie) or (202) 720-6382 (TDD)
USDA s an equal opportunily provider and empioyer.

*
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Par.

*--122 Completing CCC-902E’s for Charitable/Tax-Exempt Organizations (Continued)

4-29-09

B Example CCC-902E (Continued)

122

CCC-902E(03-26-09) Name of Entity (as identified in Part A): Dallas Wildlife Preservation Society Page 2 of 6
5. Minor Members or Shareholders — For any Member or Shareholder who is a minor, provide the following: & N/A
A B. . E.
Minor's Name Date of Parent’s or Guardian’s Name Parent’s or Guardian’s Address Parent or Guardian’s SSN
Birth or Tax ID Number

(Last 4 digits if afready on file)

F. Separate Status of Minors:
(1) Is any minor a producer on a farm in which the parent or guardian has no interest? D YES D NO

(2) Does any minor maintain a separate household from the parent or guardian and personally carry out farming D YES D NO
Activities with respect to the minor's farming operation, including maintaining separate accounting?

(3) Does any minor whois represented by a court-appointed guardian of conservator responsible for the minor |:] YES I:l MO
a) live in a household other than the parents’ household(s), and b) have a vested ownership in the farm?

(4) If any minor with an interest in this farming operation can answer “YES" to ltems F{1) through F{3), list that minar's name:

EA. Citizenship Status - Is each Member and Shareholder of the entity or joint operation identified in Part A, and any embedded entity identified in Part C a
U.s. Citizen?

D YES, all members/shareholders are US Citizens - Go to Part D D MO, one or more members/shareholders is not a US Citizen - Complete ltem 6B

GB. For each member or shareholder (direct or embedded) whois not a US Citizen, provide the following:

{2) This individual has a FOR FSA USE O

(1) Name of Individual valid Form 1-551

Form I-551 Presented to FSA CCCl

Oves [Ono Oves [Owo

Oves [Owo [Ives [wno

Oves Owo Oves wo

Oves Owo Oves Ono
PART MARY OF CONTRIBUTIONS TO THE FARMING OPERATION

1. For the farming operation of the entity identified in Part A, what percentages of the overall inputs will be contributed directly by the Entity? Enter
the following information for contributions to be made by the entity identified in Part A. These percentages should reflect the capital provided directly by the legal
enfity; land and equipment owned andfor cash leased by the legal ertity and used in the farming operation; labor hired by the legal entity; and management hired by the legal
enfity. (Provide detailed information about these contributions in ftems A through E.)

A, Capital B. Land C. Equipment D. Hired Labor E. Hired Management

% 100 % % % 100 %

2. For the farming operation of the entity identified in Part A, what percentages of the following farm inputs will be contributed by the Members
listed in PART C? Enter the following information for the contributions to be made by the members. These percentages should reflect any capital originating from
members’ funds rather than from the entity; land and equipment owned or obtained by the member(s) and contributed fo this farming operation without compensation fo the

ber(s); labor and g nt hired by the members for the entity; and labor and management performed personally by the member(s) for the benefit of the farming
operation identified in Part A. (Provide information about these contributions in ltems B through H).

A B. C. D. E. F. G. Labor (%) H. Management (%)
Member's Capital Land % of Equipment % of Theck
Name (Current % Owned % Owned Hired Active {1000 Hired Active
Year) % Land Equipment Personal Hours Personal

OoooiQo

For additional space, use and attach CCC-902E Continuation
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Par. 122

*--122 Completing CCC-902E’s for Charitable/Tax-Exempt Organizations (Continued)

B Example CCC-902E (Continued)

4-29-09

CCC-902E (03-26-09) Name of Entity (as identified in Part A): Dallas Wildlife Preservation Society Page 3 of 6

PART E - LAND

1. Land: Enter the following information for ALL land in the farming operation of the entity identified in Part A. If land is cash leased from an individual or
entity that has an interest in the crop or crop proceeds, include the rental rate in $/acre in Column F; otherwise enter “cash.”
(For additional space, complete CCC-902 Continuation and attach to this form)

A B. C. D. E. F. G.
Farm No. and Land Leased or Check as applicable Name of Person or Entity Acres Rental Rate $ Check here if
Location Contributed By Whom Land is Leased to Owned per Acre/ % same land
(County and State) P ry— and/or From (fncludes names of or or Crop Share interest was
Owned o From landowners and landlords) Leased held last year
:E’émsg" Dallas Wildlife
H89_ preservation X O O 400.0 100% X
Ellis/TX Society
g Dallas Wildlife
— Preservation X | | 318.9 100% X
KnoxiTX Society
Farm No
— Oo|o|d O
Farm No
— o, o|o O
Farm No
— o oo U

PART F - CAPITAL SOURCES and USES

1. Indicate the source(s) of all farming capital for the entity identified in Part A? (Check ALL that apply.)

& Non-borrowed capital D Private loans/credit D FSA program payments from this crop year
I:‘ Commercial loans/credit D Other:

2. Will contributions of capital, farming equipment or land be acquired as a result of a loan or credit arrangement?
[Jvesgotoitems B No gotoPat G

3. Will such loan or credit be acquired from, guaranteed by, co-signed by, or secured by an individual, joint operation or entity that has an interest in the
farming operation identified in Part A (Such interest may be as a fandowner or other tenant)?

[ ves. complete items 3(a) through 3(E)  [X] No. Goto Part G.

A B [o] D E
Type of Contribution Name of Loan or Credit Source Guarantor's Name Credit Source or Guarantor's Percent of
Affiliation or Interest in the Total Capital

Farming Operation

%4

PART G - EQUIPMENT (Al percentages are based on annual rental values.)

1. Owned Equipment: Enter the percent of ALL equipment owned by the farming operation of the entity identified in Part A that will be used on the farms
identified in Part C by the entity: 0 %

2. Leased Equipment: Enter the following information for ALL leased equipment to be used in the farming operation of the entity identified in Part A, If
leased equipment is not used in this farm operation, enter 0%.

A B. C. D.
Percent of Total Equipment Name of Individual/Entity Type of Equipment Leased Does the Individual/Entity the
Used in the Farming Operation Equipment is Leased From equipment is leased from have an

interest in this farming operation?

0 % Oves Owo
% Oves Owo

% Oves Owo

3. Lease Agreements: If ltem 2D is “YES,” copies of lease agreement and documentation may be required for compliance purposes. GO TO Part H.
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Par. 122
*--122 Completing CCC-902E’s for Charitable/Tax-Exempt Organizations (Continued)

B Example CCC-902E (Continued)

CCC-902E (03-26-09) Name of Entity (as identified in Part A): Dallas Wildlife Preservation Society Page 4 of 6

PART H - CUSTOM SERVICES

1. Will custom services be utilized by the entity identified in Part A on the farms listed in Part E?

|:| NO. GO TO PARTI YES. Complete Items 1A through 1D.
A B. C. D.
Type of Services Farm Number(s) Number of Acres Name of Provider
Mowing established cover - CRP 1589 400.0 Elmo Rice
Mowing established cover - CRP 623 318.9 Bill Evant

PART | - LABOR NOT PROVIDED BY MEMBERS/SHAREHOLDERS IDENTIFIED IN PART C

For the farms listed in Part E, enter the information for contributions of labor to the farming operation that will not be provided by the members or shareholders

listed in Part C:
Type Amount
1. Otherlabor: Enter the percentage or the number of hours to be donated by family members or others 0 %
for which no payment will be issued or owed. hrs
2. Hired labor:

A. Will any of the hired labor for the farming operation identified in Part A originate from the same source as the leased equipment in Part G?
D NO D YES If“YES®, acceptable documentation to prove such relationship may be required for compliance purposes.
B. Will any of the hired labor for the farming operation identified in Part A be included in the custom services shown in Part H?

|:| NO D YES If “YES®, acceptable documentation to prove such relationship may be required for compliance purposes.

PART J - MANAGEMENT

Enter all managerial duties and/or activities required for the farming operation indentified in Part A which will be provided personally by member(s) or
shareholder(s) of the entity or joint operation; or by hired management.

1. Active personal management:
List the specific managerial duties/activities that will be performed personally by each member or shareholder.

The duties/activities must be performed on a regular basis; be identifiable and documentable; and be separate and distinct from the management
activities performed by any other member(s) or shareholder(s).

(This requirement is not applicable to the heirs of Estate or the beneficiaries of Trusts)

Al B.
Member/Shareholder Duties/Activities

For additional space, use and attach CCC-902E Continuation
2. Hired management:
Describe any hired management duties/activities that will be provided by someone other than a member or shareholder (Include management by an
administrator or trustee who receives compensation for this service or activity):
Executive Director, Xavier Salas, manages the land owned by the Society) which is participating in the Conservation Reserve Program.
Xavier Salas i authorized by the Society to conduct all business related to these farms and to make all arrangements as weeded for
mowlng, weed control, and other maintenance as deemed necessary.
3. Other management:
Describe any non-compensated management that will be provided by someone other than a member or shareholder (include management by an
administrator or trustee who does not receive compensation for this activity):
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Par. 122
*--122 Completing CCC-902E’s for Charitable/Tax-Exempt Organizations (Continued)

B Example CCC-902E (Continued)

CCC-902 E (03-26-09) Name of Entity (as identified in Part A): Dallas Wildlife Preservation Societ Page 5 of 6
PART K - REMARKS

Check all of the following that apply:
CCC-902 Continuation attached for additional information for Part E - Land

I:l CCC-902E Continuation attached for additional information for the following Parts:

D Part C — Member information

I:l Part D — Summary of Contributions
[ Part F - capitar

D Part G — Equipment

D Part H — Custom Services

PART L - CERTIFICATION - (FOR JOINT VENTURES AND GENERAL PARTNERSHIP, A SIGNATURE IS REQUIRED FOR EACH MEMBEI

I certify that alf the information entered on this document and any supporting documentation is true and correct. understand that furnishing incorrect
information will result in forfeiture of payments and may resuit in the assessment of a penalty. Iwill timely provide written notification to the Farm
Service Agency committees for the county and State listed on this form of any changes in this farming operation. By signing this form I acknowledge that:

all supporting documentation has been submirted as required

1 have reviewed and understand alf definitions and requirements on Page 6 of this form.

all information will be considered in effect continuously unless changes or revisions are submitted.

it is my responsibility to timely notify FSA in writing of any changes that may affect these representations, including, but not limited to: the composition
of the entity identified in Part A; the farming, ranching or forestry operation of the entity identified in Part A; financial status of the entity identified in
PartA.

evidence such as tax records, certified public accountant’s certification, or other documentation may be required fo validate these representations and I
will take all necessary actions to provide such materials to the applicable State or county committee if requested by FSA..

it is my responsibility to timely notify FS4 in writing of any successors who acquive an interest in this farming operation as the result of the death of a
member or shareholder.

1. 2. 3.
Signature (By) Title/Relationship of Individual Signing in the Date (MM-DD-YYYY)
Representative Capacity

Yacier Salas Enecutive Directon ¢lo9/2009

NOTE: The primary authority for requesting and safeguarding the information described on this form is the Food, Conservation, and Energy Act of 2008 (Pub. L 110-246).
Additionally, the authorify for requesting this information is 7 CFR Part 1400 and 7 CFR Part 1410. The information requested is necessary for CCC to assist in
determining eligibiity for program benefits. Furnishing the requested information is voluntary. Failure fo furnish the requested information wilf resuft in a determination of
ineligibility for certain program benefits and ofher financial assistance administered by USDA. The information collected as a result of this form may be refeased fo USDA
employees, USDA contractors, or authorized USDA cooperators who are bound fo safeguard the information under Section 1619 of the Food, Conservation, and Energy
Act, the Privacy Act or 1974, the E-Government Act of 2002, and refated authorities.

This information collection is exempted from the Paperwork Reduction Act, as is required for the administration of the Food, Conservation, and Energy Act of 2008 (Pub.
L.110-246, Titfe I, Subfitle F — Administration). The provisions of criminal and civil fraud, privacy, and other statutes