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(b) Unless otherwise provided in this 
part, the production of an agricultural 
commodity on land determined by 
NRCS to be prior-converted cropland is 
exempted by law from these regula-
tions for the area which was converted. 
Maintenance or improvement of drain-
age systems on prior-converted crop-
lands are not subject to this rule so 
long as the prior-converted croplands 
are used for the production of food, for-
age, or fiber and as long as such ac-
tions do not alter the hydrology of 
nearby wetlands or do not make pos-
sible the production of an agricultural 
commodity on these other wetlands. 
Other wetlands under this section 
means any natural wetland, farmed 
wetland, farmed-wetland pasture, or 
any converted wetland that is not ex-
empt under § 12.5 of this part. 

(c) Abandonment is the cessation for 
five consecutive years of management 
or maintenance operations related to 
the use of a farmed wetland or a 
farmed-wetland pasture. Unless the cri-
teria for receiving an exemption under 
§ 12.5(b)(1)(iii) are met, such land is 
considered to be abandoned when the 
land meets the wetland criteria of 
§ 12.31. In order for documentation of 
site conditions to be considered ade-
quate under § 12.5(b)(1)(iii), the affected 
person must provide to NRCS available 
information concerning the extent of 
hydrological manipulation, the extent 
of woody vegetation, and the history of 
use. In accordance with § 12.5(b)(1)(iii), 
participation in a USDA approved wet-
land restoration, set-aside, diverted 
acres, or similar programs shall not be 
deemed to constitute abandonment. 

(d) The maintenance of the drainage 
capacity or any alteration or manipu-
lation, including the maintenance of a 
natural waterway operated and main-
tained as a drainage outlet, that af-
fects the circulation and flow of water 
made to a farmed wetland or farmed- 
wetland pasture would not cause a per-
son to be determined to be ineligible 
under this part, provided that the 
maintenance does not exceed the scope 
and effect of the original alteration or 
manipulation, as determined by NRCS, 
and provided that the area is not aban-
doned. Any resultant conversion of 
wetlands is to be at the minimum ex-

tent practicable, as determined by 
NRCS. 

[61 FR 47025, Sept. 6, 1996, as amended at 76 
FR 82077, Dec. 30, 2011] 

PART 13 [RESERVED] 

PART 14—DETERMINING THE PRI-
MARY PURPOSE OF CERTAIN 
PAYMENTS FOR FEDERAL TAX 
PURPOSES 

Sec. 
14.1 Purpose. 
14.2 Applicability. 
14.3 Objective. 
14.4 Policy. 
14.5 Procedure. 
14.6 Criteria for determining the primary 

purpose of payments with respect to po-
tential exclusion from gross income. 

14.7 Non-Federal programs and payments. 

AUTHORITY: Sec. 543, Pub. L. 95–600; as 
amended by sec. 105, Pub. L. 96–222; 26 U.S.C. 
126, 1255 and 5 U.S.C. 301. 

SOURCE: 45 FR 58507, Sept. 4, 1980, unless 
otherwise noted. 

§ 14.1 Purpose. 
(a) Part 14 sets forth criteria to be 

used by the Secretary of Agriculture in 
determining the primary purpose of 
certain payments received by persons 
under applicable programs. Deter-
mining the primary purpose for which 
applicable payments are made is one 
step toward the exclusion of all or part 
of the payments from gross income for 
Federal income tax purposes. 

(b) The criteria set forth in part 14 
apply only to the determinations to be 
made by the Secretary of Agriculture. 

§ 14.2 Applicability. 
(a) Part 14 applies only to payments 

received under the programs listed in 
paragraphs (a)(1) through (10) of this 
section. Payments received under pro-
grams not listed in paragraphs (a)(1) 
through (10) of this section, are not 
considered eligible for exclusion from 
gross income under this part. 

(1) The rural clean water program au-
thorized by section 208(j) of the Federal 
Water Pollution Control Act (33 U.S.C. 
1288(j)). 

(2) The rural abandoned mine pro-
gram authorized by section 406 of the 
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Surface Mining Control and Reclama-
tion Act of 1977 (30 U.S.C. 1236). 

(3) The water bank program author-
ized by the Water Bank Act (16 U.S.C. 
1301 et seq.). 

(4) The emergency conservation 
measures program authorized by title 
IV of the Agricultural Credit Act of 
1978 (16 U.S.C. 2201 et seq.). 

(5) The agricultural conservation pro-
gram authorized by the Soil Conserva-
tion and Domestic Allotment Act (16 
U.S.C. 590a). 

(6) The Great Plains conservation 
program authorized by section 16 of the 
Soil Conservation and Domestic Allot-
ment Act (16 U.S.C. 590p(b)). 

(7) The resource conservation and de-
velopment program authorized by the 
Bankhead-Jones Farm Tenant Act and 
by the Soil Conservation and Domestic 
Allotment Act (7 U.S.C. 1010; 16 U.S.C. 
590a et seq.). 

(8) The forestry incentives program 
authorized by section 4 of the Coopera-
tive Forestry Assistance Act of 1978 (16 
U.S.C. 2103). 

(9) Any small watershed program ad-
ministered by the Secretary of Agri-
culture that is determined by the Sec-
retary of the Treasury or his delegate 
to be substantially similar to the type 
of programs described in paragraphs 
(a)(1) through (8) of this section. 

(10) Any program of a State, a posses-
sion of the United States, a political 
subdivision of a State or a possession 
of the United States, the District of 
Columbia, or a combination of any of 
the foregoing under which payments 
are made primarily for the purpose of 
conserving soil and water resources, 
protecting or restoring the environ-
ment, improving forests, or providing a 
habitat for wildlife. 

(b) The criteria set forth in § 14.5 for 
determining the primary purpose of 
payments with respect to their eligi-
bility for exclusion from gross income 
shall also be used to determine the ap-
plicability of this part to payments re-
ceived under non-Federal programs as 
provided in § 14.2(a)(10). 

§ 14.3 Objective. 
The objective of the determinations 

made under part 14 is to provide max-
imum conservation, environmental, 
forestry improvement, and wildlife 

benefits to the general public from the 
operation of applicable programs. 

§ 14.4 Policy. 

Federal tax, conservation, natural re-
source, and environmental policies 
should complement rather than con-
flict with one another. Therefore, the 
Federal income tax liability on appli-
cable payments should be reduced or 
eliminated to the extent that the pay-
ments yield conservation, environ-
mental, forestry improvement, or wild-
life benefits to the general public be-
yond the benefits that accrue to those 
who receive the payments. 

§ 14.5 Procedure. 

(a) The portion of an applicable pay-
ment that may be excluded from gross 
income under part 14 shall be that por-
tion or all, as appropriate, that— 

(1) Is determined to be made pri-
marily for the purpose of conserving 
soil and water resources, protecting or 
restoring the environment, improving 
forests, or providing wildlife habitat; 
and 

(2) Is determined by the Secretary of 
the Treasury as not increasing sub-
stantially the annual income derived 
from the property associated with the 
payment. 

(b) Primary purpose means the prin-
cipal, fundamental, predominant, or 
independent objective for which a pay-
ment is made. The following shall be 
considered in determining the primary 
purpose of a payment: 

(1) Single-purpose payments shall be 
considered as having that purpose as 
their primary purpose. 

(2) Multiple-purpose payments. If a 
payment is made for several purposes, 
it may be considered as having soil and 
water conservation, environmental 
protection or restoration, forestry im-
provement, or providing wildlife habi-
tat as its primary purpose to the ex-
tent of the portion of the payment that 
is made for one or more of such pur-
poses. 

(3) Where a purpose of a payment, or 
portion thereof, is in doubt, the fol-
lowing sources should be considered— 

(i) Authorizing legislation, legisla-
tive history, administrative regulation, 
administrative history, interpretive 
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