
UNITED STATES DEPARTMENT OF AGRICULTURE 

Farm Service Agency 

Washington, DC 20250 

 

For:  State and County Offices 

 

Expansion of Average Farm AGI to Include Wages and Dividends 

Approved by:  Deputy Administrator, Farm Programs 

 
 

 

1  Overview 

 

A Background 

 

Average AGI means the average of the adjusted gross income as defined under 26 U.S.C. 62 

or comparable measure of the person or legal entity over the 3 taxable years preceding the 

most immediately preceding complete taxable year. 

 

5-PL, paragraph 312 describes average farm AGI and identifies sources of income that may 

be considered income from farming, ranching, or forestry activities.  Previously, income 

from wages or dividends received from a legal entity were not considered income from 

farming, ranching, or forestry activities. 

 

Some corporate businesses use wages or dividends to distribute profits to the members, 

partners, or stockholders holding an ownership interest in the legal entity. 

 

B Purpose 

 

This notice provides the following: 

 

• updated definition of “average farm AGI” to include wages and dividends from a legal 

entity when the wage or dividend is derived from a legal entity engaged in farming, 

ranching, and forestry activity 

 

• effective program year for using the updated definition of “average farm AGI” 

 

• an authorized representative of the legal entity, from which the wage or dividend is 

received, must certify that the legal entity materially participates in a farming, ranching, 

or forestry activity 

 

• a revised CCC-942 (Exhibit 1). 

 

 

Disposal Date 

 

January 1, 2021 

Distribution 

 

State Offices; State Offices relay to County Offices 
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2 Definition of Average Farm AGI 

 

A Defining Wages and Dividends as Farm Income 

 

Wages or dividends may be considered income from farming, ranching, or forestry only if 

received from any of the following legal entities. 

 

• An Interest Charge International Sales Corporation (IC-DISC) materially participating in 

a farming, ranching, or forestry activity.  The dividend must be derived from sources 

identified to be from farming, ranching, or forestry. 

 

Note: IC-DISC is a domestic corporation that has elected to be an IC-DISC according to 

IRS code.  The corporation must be organized under the laws of a State and must 

meet specific IRS requirements to qualify as an IC-DISC.  The IC-DISC dividend 

is derived from the sale of exported products.  Special provisions in the tax code 

reclassifies the income from ordinary income to dividends to obtain a preferential 

capital gains tax rate on the income.  This provision in the tax code was enacted to 

make U.S. exporters competitive with other countries that had much lower 

corporate tax rates. 

 

• A “closely held” legal entity materially participating in a farming, ranching, or forestry 

activity. 

 

Note: A “closely held” legal entity is described as owned, directly or indirectly, by 5 or 

fewer individual persons holding more than 50 percent ownership interest in the 

legal entity structure. 

 

Example: ABC Corporation is comprised of 100 stockholders.  Five or fewer 

stockholders must own more than 50 percent of ABC Corporation 

(directly or indirectly) to be considered a “closely held” legal entity. 

 

• A legal entity comprised entirely of family members as described in 5-PL, paragraph 213, 

when the legal entity is materially participating in a farming, ranching, or forestry 

activity. 

 

Materially participating means more than 50 percent of the legal entity’s gross receipts for 

each tax year in the 3-year period used to compute the average farm AGI are derived from 

farming, ranching, or forestry sources described in 5-PL, paragraph 312. 

 

B Applicability 

 

The updated definition of “average farm AGI” that includes wages and dividends is 

applicable for program year 2020 and subsequent years. 
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2 Definition of Average Farm AGI (Continued) 

 

C Farm AGI Certification Responsibilities 

 

The producer and Certified Public Accountant or attorney are responsible for computing and 

accurately certifying the applicant’s average farm AGI and whether the farm AGI is at least 

75 percent of the total AGI. 

 

The producer must provide the legal entity’s name and TIN from which the wage or 

dividend is received.  An authorized representative of the legal entity must provide a signed 

statement attesting that the legal entity materially participated in a farming, ranching, or 

forestry activity in each of the 3 years used to compute the average farm AGI. 

 

Example: “I, [First Name Last Name], am an authorized representative of [Name of Legal 

Entity] and certify that more than 50% of the corporate’s annual gross receipts are 

derived from farming, ranching, or forestry activities for each year in the 3-year 

base period used to calculate the farm AGI.   [signature, date]” 

 

Note: The certification must be attached to CCC-942. 

 

D Recording Certifications of Average Farm AGI for Coronavirus Food Assistance 

Program (CFAP) 

 

Certifications on CCC-942 for CFAP must be recorded in subsidiary year 2020 according to 

3-PL (Rev. 2), paragraph 43. 

 

3  Action 

 

A State Office Action 

 

State Offices will: 

 

• immediately notify County Offices of the contents in this notice 

 

• contact Paul Hanson, Program Manager with any questions about this notice to either of 

the following: 

 

• e-mail to paul.hanson@usda.gov 

• telephone at 202-720-4189. 

 

B County Office Action 

 

County Offices will: 

 

• review the provisions as provided in this notice 

• contact the State Office with any question about this notice. 

 

 
8-12-20      Page 3 

mailto:paul.hanson@usda.gov


       Notice PL-290 Exhibit 1 

 

Example of CCC-942, Certification of Income From Farming, Ranching and Forestry 

Operations 
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