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Part 512 — Conservation Program Contracting

Subpart A — General Information
512.0 General

A. Overview

This part sets forth NRCS policy for installing conservation treatment under conservation
program contracts (CPCs) administered through the approved financial contracting
system Program Contracts System (ProTracts).

B. Purpose of a CPC

The purpose of a CPC is to help participants install, operate, and maintain a conservation
system (steps eight and nine of the conservation planning process). The CPC specifies
the following:

(i) What conservation practices or activities will be implemented and maintained

(if) Where conservation practices or activities will be implemented

(iii) When conservation practices or activities will be implemented

(iv) Program payment amounts and methods of payment for establishing or
maintaining conservation practices or activities

(v) Opportunities and requirements for modifications

(vi) Opportunities and requirements for payments

(vii) Consequences if participants fail to meet contract requirements

C. Managing Contracts Through ProTracts

(1) This part establishes requirements for all program contracts managed through
ProTracts. For specific conservation program guidance regarding application
processes, program eligibility, ranking, and related program matters, see the
appropriate program part in Title 440, Conservation Programs Manual (CPM).

(2) Field users will route all business tools questions through their respective State-level
support staff, who will then direct questions to national support staff or help desks if
applicable.

D. Acceptable Contracting Software

(1) ProTracts is the only acceptable software for processing applications and developing
and implementing a CPC for the following programs:
(i) Agricultural Management Assistance (AMA)
(ii) Conservation Security Program authorized under the 2002 Farm Bill (CSP 2002)
(iii) Conservation Stewardship Program (CSP 2008 and CSP 2014)
(iv) Environmental Quality Incentives Program (EQIP), including all initiatives
(v) Wildlife Habitat Incentive Program (WHIP)
(vi) Regional Conservation Partnership Program (RCPP)
(vii) Other programs and initiatives which are administered under and subject to the

regulations of these programs

(2) Form NRCS-CPA-1155, “Conservation Plan or Schedule of Operations,” and Form
NRCS-CPA-1156, “Revision of Plan/Schedule of Operations or Modification of a
Contract,” created in the Customer Service Toolkit, will not be utilized for these
programs. Only the versions of these forms completed in ProTracts are acceptable.
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(3) The Agricultural Act of 2014 (2014 Farm Bill) authorizes the Secretary to enter into
alternative funding arrangements under RCPP. CSP and EQIP agreements with
participants funded through an RCPP alternative funding arrangement may not be
required to be processed through ProTracts.

E. CPC Document Management

The Document Management System (DMS) is the required system of storage for all
official CPC documents (refer to section 512.43 for additional information on DMS).

F. Implementation Authority of NRCS

The authority for the use of CPCs to implement conservation systems originates from the
Commodity Credit Corporation (CCC) Charter Act (15 U.S.C. Section 714) and the Soil
Conservation and Domestic Allotment Act of 1935 (16 U.S.C. Sections 590a—f). The
CCC Charter Act was amended in 1996 to incorporate conservation programs and
associated activities as a purpose of CCC. The Chief of NRCS may use any and all
authorities, facilities, or personnel that are determined necessary and appropriate to carry
out such conservation programs with funds available from the CCC. The uniform
administrative requirements, cost principles, and audit requirements for Federal awards in
2 CFR Part 200 apply unless superseded by this part. The Federal Acquisition
Regulation (FAR) does not apply to CPCs.

G. Legal Contracting Responsibilities

(1) CPCs are legally binding agreements that define the terms and conditions of program
participation, including the responsibilities of the participants, NRCS, and technical
service providers (TSPs), as well as the consequences of violating these terms and
conditions. (Note: A TSP is not a party to a CPC. TSP responsibilities are derived
from the TSP regulations at 7 CFR Part 652, the TSP certification agreement for use
of and payment for assistance from a TSP, and the arrangement between the TSP and
the program participants). A CPC requires participants to establish or implement
conservation practices or activities with their own resources or through a contractor.
However, conservation program rules may require that specific assistance be
provided by NRCS to ensure that the participants is able to comply with the CPC’s
terms and conditions.

(2) NRCS must make all standards, specifications, and designs for implementing the
required conservation practices available in a reasonable period of time in order for
participants to comply with requirements to implement practices or activities in
accordance with the contract.

(3) NRCS employees must provide participants a copy of all signed and dated documents
following CPC approval ProTracts. This includes but is not limited to the following:
(i) Form NRCS-CPA-1200, “Conservation Program Application”

(i) Form NRCS-CPA-1202, “Conservation Program Contract”

(iii) Form NRCS-CPA-1202- “Conservation Program Contract Appendix”

(iv) Form NRCS-CPA-1155, “Conservation Plan or Schedule of Operations,”
generated from ProTracts and any revisions on Form NRCS-CPA-1156.

(4) Other recommended references to help participants understand their obligations
include—

(i) Job sheets, plan maps, standards and specifications for conservation practices
included within a contract.

(ii) The applicable program regulation (listed in the program manual in subpart A of
that manual and available from the electronic Code of Federal Regulations at
http://www.ecfr.gov ).
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(iii) National, State, or locally developed fact sheets that explain program
requirements.
(iv) CPC special provisions (see subpart J, section 512.108).

H. Technical Assistance for Contracts

NRCS, based upon available funding, must provide technical assistance within a
reasonable period of time when requested to develop plans and to provide designs,
standards, and specifications needed to install scheduled conservation practices and
activities. Failure to provide the assistance requested in a reasonable period of time can
result in a breach of the terms and conditions of the contract by NRCS. Participants may
use assistance available from other Federal and State agencies and private sources,
including TSPs that are properly registered through TechReg. It remains the
responsibility of the participants to request technical assistance in a timely manner to
allow for scheduling of the assistance and application of the practice within CPC
parameters.

I. Payments

Conservation payments are made to participants upon satisfactory implementation of the
scheduled conservation practices or activities. A conservation practice or activity
generally may not receive financial assistance through more than one USDA program on
the same land (see section 512.22E). For additional information on payments refer to the
applicable program manual.

J. Internal Revenue Service (IRS) Reporting

Payments made to participants under CPCs are reported to the IRS on Form 1099-MISC
by the National Finance Center. Section 126 of the Internal Revenue Code of 1954, as
amended (26 U.S.C. Section 126), provides that certain payments made to persons under
conservation programs may be excluded from the recipient’s gross income for Federal
income tax purposes. Information on the eligible conservation programs is in IRS
Publication 225, Farmer’s Tax Guide, under “Soil and Water Conservation Expenses.”
NRCS employees are not authorized to advise CPC participants on the tax implications of
conservation payments. Section 175 of the Internal Revenue Code of 1954, as amended
(26 U.S.C. Section 175) addresses the topic of soil or water conservation expenditures
made by a taxpayer engaged in the business of farming. NRCS policy related to 26
U.S.C. Section 175 is contained within Title 180, General Manual (GM), Part 403,
“Federal Tax Treatment of Soil and Water Conservation Expenditures.”

K. State Supplements to This Part

All State supplements to this part must be submitted to the Deputy Chief for Programs for
review. State supplements must not conflict with or be less restrictive than national
policy and statutory or regulatory program provisions. The final version of all State
supplements must be submitted to the Deputy Chief for Strategic Planning and
Accountability for posting in the eDirectives System in accordance with Title 120,
National Directives Management Manual, Part 503.

L. Waivers to National Policy

For unusual situations and special conditions, a written request for a waiver to the policy
in this part may be sent to the Deputy Chief for Programs from the State Conservationist.
The request must provide adequate rationale for the policy waiver. All requested actions
must be consistent with applicable statutes and regulations. All policy waivers will
expire at the end of the fiscal year in which they are approved unless otherwise stated in
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the waiver. Further, policy waivers granted by the Deputy Chief for Programs will not be
approved for broad requests. Policy waivers will only be granted to address individual
requests. Approved waivers must not be extended to contracts that were not specifically
identified in the request and approval. A copy of the approved policy waiver or reference
to its location will be maintained in the CPC case file to which it applies.

512.1 Required State Actions

Each State Conservationist (STC) is required to—

(1) Develop a process for evaluating applications in accordance with each program
regulation using those procedures included in each specific part of 440-CPM.

(2) Establish program subaccounts and allocations within ProTracts for each program,
consistent with the programmatic allocation policy in 440-CPM. (See Subpart I,
“Fund Management.”)

(3) Monitor and manage program allocations and accounts consistent with annual
allocation letter and all subsequent directives. (See Subpart I, “Fund Management.”)

(4) Develop payment schedules. (See Subpart D, “Program Payment Schedules.”)

(5) Maintain cost data for the development of payment schedules.

(6) Establish payment rates.

(7) Review and update the list of eligible conservation practices or activities and cost
data. This material must be posted on the State’s Web site and in the electronic Field
Office Technical Guide. Payment schedules must be uploaded in the Customer
Service Toolkit and ProTracts.

(8) Delegate in writing the responsibilities for developing, approving, and administering
contracts; making payments; and assigning appropriate roles in ProTracts. (See
Section 512.3, “NRCS Responsibilities.”) The STC may delegate conservation
program contracting responsibilities consistent with the specific program rule and as
specified in applicable policy.

(9) Provide State guidance on assembling CPC case files and documents loaded in DMS.
(See Section 512.43, “Components and Assembly of Contract File.”)

512.2 Definitions

Refer to 440-CPM, Part 502, “Terms and Abbreviations Common to All Programs,” for the
definition of terms related to CPCs.

512.3 NRCS Responsibilities

A. Contracting Roles

(1) The STC will use Form AD-1143, “Corporate Systems Access Request Form,” to
delegate contracting responsibilities and authorize appropriate individuals to assign
the appropriate roles in ProTracts and Fund Manager, such as to document the
request and approval of each action to add, delete, or modify user roles. There must
be complete separation of duties between the user requesting access, the supervisor
who approves the access, and the role grantor who enrolls the user. The Fund
Manager State vendor coordinator and Fund Manager obligation approver roles may
only be enrolled by the designated national financial role grantor. All AD-1143
forms must be maintained by the approving supervisor and role grantor following the
filing and disposition policy contained in the NRCS records guide, located in 120-
GM, Part 408, Subpart D, “Records Guide,” under file code 250-11.

(440-512-M, 1st Ed., Amend.123, April 2018)
512-A.4


http://directives.sc.egov.usda.gov/RollupViewer.aspx?hid=17102
http://directives.sc.egov.usda.gov/viewDirective.aspx?hid=34982
http://directives.sc.egov.usda.gov/viewDirective.aspx?hid=34982

)

@)

Title 440 — Conservation Programs Manual

All employees must have access to ProTracts and Fund Manager removed by the
State role grantor immediately upon their separation from NRCS. The STC must
review and certify the validity of all user roles quarterly, by the first of every quarter.
USDA-NRCS-0OCIO will ensure that the ProTracs/FundManager Business Tools
specialist reviews the report. The quarterly reports for certification review will result
in either a confirmation that the role is appropriately assigned or immediate actions
that must be taken to make corrections.

The nationally standardized permissions applicable to each role are as follows:
Figure 512-Al: Roles and Permissions
Role Permissions
State Office Roles
National This role is assigned to NHQ staff members who only need read

Program User

only access to ProTracts reports. This role cannot take any
actions in ProTracts.

NHQ Program
Manager

This role is assigned to staff members at the national level with
responsibility for program management and delivery. Permissions
include the ability to allocate funds, create and enter waivers in
Protracts, and mimic other roles at the State and field level.

National Audit

This role is assigned to auditors for the A-123, improper
payment, and FMMI audits. This will provide access specifically
to documents to audit contracts and provide the status of the
documents in DMS.

State Programs

This role is assigned to staff members who assist with program
management and delivery. Permissions include the ability to
create subaccounts and allocate funds, create and manage ranking
tools, upload payment schedules, manage all aspects of
applications, sign contracts, manage contracts without approving
any payments, approve modifications, and cancel and terminate
contracts.

Approving This role is typically assigned to State Conservationists and State

Official or area staff members who sign contracts and approve
modifications, as these are the two key permissions associated
with this role. Other permissions allow viewing and limited
editing access of all application and contract data and the ability
to cancel or terminate contracts.

Contract This role is typically assigned to State- or area-level program,

Support administrative, or financial management personnel. This role can

be established for staff assigned the fund manager second-level
obligation review role and includes the State vendor coordinator.
Permissions grant access to view funds, manage applications,
view payment schedules, and manage contracts. The permissions

(440-512-M, 1st Ed., Amend.123, April 2018)
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Role Permissions
do not allow for the approval of applications, contracts, and
payments.
Field Office Roles
Planner — This role is to be assigned to the on-the-ground conservation
Technical delivery assistance technical staff. The role has limited access to

administrative tasks. Permissions include the ability to accept
and rank applications, upload planning data, modify contracts,
certify practice installation, and complete contract reviews.

Designated A designated conservationist is an NRCS employee whom the
Conservationist | State Conservationist has designated as responsible for program
administration in a specific area. The role can reallocate funds
and take action to manage applications, including selection for
funding. This role certifies conservation plan and contract
documents for technical adequacy. The permissions allow most
manage contracts functions, including all steps to approve
payments and sign contract reviews. This role cannot sign
contracts, approve modifications, or terminate or cancel contracts.

Program This role is assigned administrative support staff to minimize the
Support nontechnical duties on field staff. This role can take all steps to
Assistant manage applications and contracts with all data entry functions.
(Formerly This role does not have approval authority for funding or

Known as obligations and cannot approve modifications, but can review or
Farm Bill approve payments. This role may also be assigned in conjunction
Specialist) with the “designated conservationist” role due to limited staffing

resources.

The State delegations of contracting authority must be within the parameters of
individual program regulations and national policy. Roles may be delegated
differently by program. In order to reduce errors, ProTracts users who generate the
requests for adding vendor records must not use their “edit vendor information” role
to modify existing vendor records. If any items on an existing vendor record need to
be corrected, only the State Fund Manager vendor coordinators are authorized to edit
existing vendor records. ProTracts users must not create a duplicate vendor in an
attempt to correct incorrect data entry.

Only appropriately delegated NRCS officials may sign contracts or approve
modifications. Affiliates cannot be assigned any role that obligates funds. ProTracts
and exclusion rules will prevent granting those roles. Affiliates are non-NRCS
employees who perform services for NRCS, act on the behalf of NRCS, or whose
duties involve interaction with NRCS. Often, an affiliate is a business or
organization, with the affiliation established through a contract or agreement.
Employees or members of that organization then perform the services as an extension
of the organization. The following list is representative of the various types of
affiliates recognized by NRCS:

(i) Contractors

(440-512-M, 1st Ed., Amend.123, April 2018)
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(ii) Conservation district employees

(iii) Resource conservation and development employees

(iv) State and local government employees

(v) Volunteers

(vi) Other Federal agency employees

(vii) Agriculture Conservation Experienced Service (ACES) employees

(6) All NRCS employees are responsible for ensuring that funds delivered through CPCs
are properly managed and disbursed for the intended purpose. Appropriations law
and associated General Accountability Office guidance require that each obligation
and payment be reviewed for compliance with purpose, time, and amount.

(i) Purpose.—NRCS’s contracting and program person requesting the obligation and
payment is responsible for reviewing the agreement (obligation) and payment
request to ensure that the terms are consistent with the purpose or purposes for
which the funds were allocated.

(ii) Time.—The second-level reviewers are responsible for ensuring that the
obligation and payment are using the funds during their period of availability.

(iii) Amount.—The second-level reviewers are responsible for ensuring that there
are sufficient allocated funds to record the obligation and sufficient funds on the
existing obligation to issue the payment.

Note: The ProTracts automated controls help ensure that there are sufficient funds
for the obligation and payment, but Financial Management Modernization Initiative
(FMMI) remains the definitive funds control instrument.

(7) For modifications to existing contracts, the contracting and program person
requesting obligation is responsible for making the determination that the change is
within the scope of the original contract. This information is used by the second-
level reviewers to ensure that the correct funding year is utilized.

B. Separation of Duties for Certification and Approval

(1) In assigning roles, the State Conservationist must ensure a separation of duties for
obligating funds in ProTracts (ProTracts approving official) and the second-level
review of obligations in Fund Manager and payments in FMMI.

(i) Employees who are authorized to obligate funds and approve payment
applications in ProTracts must not perform the second-level obligation review
roles in Fund Manager on contracts in which they have made these approvals. In
addition, an employee who provides second-level obligation review cannot be a
State vendor coordinator; these roles are exclusionary.

(if) The ProTracts approving official (for both obligations and payments) must not
have access to FMMI where direct entry obligations and all payments are
certified and approved.

(2) The Fund Manager second-level obligation review is required for all CPCs. Second-
level obligation review is also required for all CPC modifications that increase
obligations by more than $500.

(3) The second-level obligation reviewer must complete both of the following
requirements:

(i) Complete the Federal appropriation law training course in AgLearn.

(if) Submit Form AD-1143 to the chief financial officer in National Headquarters for
approval.

(4) The Fund Manager second-level obligation approver will review and validate the
following:

(440-512-M, 1st Ed., Amend.123, April 2018)
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(i) That the participant’s signature and the date are on Forms NRCS-CPA-1202,
“Conservation Program Contract,” or NRCS-CPA-1156, “Revision of
Plan/Schedule of Operations or Modification of a Contract”

(if) The signature authority of the participants (see Section 512.21, “Signature
Authority”)

(iii) The period of performance (that is, that the agreement is effective on the date
electronically signed by the NRCS approving official or as otherwise specified in
the CPC appendix and extends through the indicated expiration date)

(iv) The dollar amount displayed in fund manager is the same as the dollar amount
indicated on Form NRCS-CPA-1202, “Conservation Program Contract,” or Form
NRCS-CPA-1156, “Revision of Plan/Schedule of Operations or Modification of
a Contract”

(v) The accounting information on the obligating document (that is, that the program
and subaccount names appear on Forms NRCS-CPA-1202, “Conservation
Program Contract,” or NRCS-CPA-1156, “Revision of Plan/Schedule of
Operations or Modification of a Contract™)

C. Training and Quality Assurance

The STC is responsible for training and quality assurance for all aspects of CPC
administration. Appropriate staff must be assigned the responsibility for monitoring and
oversight of all active CPCs to ensure proper contract administration. Tools available in
ProTracts for tracking and followup of CPC administration include, but are not limited to,
the following:

(i) Contract Reviews
e Contracts on schedule
e Contracts not on schedule
(ii) Contract Maintenance
e Active contracts that expire in current calendar year
e Active contracts that are past the expiration date
(iii) Pending Actions
e Obligations
e Modifications
e Payments, including advance payments
(iv) Rejected Transactions

D. STC Responsibilities
The STC will—

(i) Establish payment schedules that include payment rates for all eligible
conservation practices and activities.

(ii) Based on funding, provide authorized technical assistance, including, but not
limited to—
e Obtaining basic information.

Preparing drawings, designs, and specifications.

Performing practice layout.

Inspecting practice installation.

Certifying practice completion.

(iii) Maintain active contract records in ProTracts.

(iv) Maintain the following records for expired, canceled, or terminated contracts, in
accordance with 120-GM, Part 408:

(440-512-M, 1st Ed., Amend.123, April 2018)
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Contract number

Legal description or location

Financial assistance payments issued

Date of expiration, cancellation, or termination

(v) Pay participants NRCS’s share of the total payment when—

e The practices or activities are checked and certified as meeting NRCS
standards.

e The participants has furnished required certifications and statements of cost
for materials and copies of contractors’ invoices, if required, when practices
are paid on the basis of an actual not-to-exceed average (AA) or an actual
not-to-exceed maximum (AM) amount (see 512.30 for additional
information).

o It has been verified that the participants is eligible to receive USDA benefits.

E. Program Business Tools Support Protocols

1)
()

©)

(4)

Requests to the national software support staff should relate to software

malfunctions, not training issues.

States should designate, at minimum, one point of contact for software support issues

for Fund Manager and ProTracts.

(i) Support to Local Users.—Questions, comments, and requests for training that
originate from field users should be directed to State-designated support staff and
resolved at that level when possible.

(ii) Support to State Users.—Unresolved questions, comments, and requests raised at
the State level, should be directed through the State-designated contact and
transmitted to the appropriate national support desk, national program manager,
software application sponsor, or national business tool contact for resolution.

Requests that are submitted with incomplete information or description of the

software malfunction can delay resolution of the problem. The key information

needed will vary by software application, but should include the—

(i) Document, contract number, contract item number, or customer folder name.

Note: Do not indiscriminately send unprotected, personally identifiable
information in email (see section 512.43B(3) for additional information on
personally identifiable information); send this information only when essential,
and always transmit it in an encrypted attachment.

(i) Specific error message, if one is generated.

(iii) Specific activity in which the problem is encountered.

(iv) Concise details on steps taken to resolve the problem prior to submitting the
support request.

Requests for business tools software assistance should be sent to only one support

desk. Due to the increased integration of automated business tools, the boundaries

between applications have become blurred. Sending duplicate requests (for example,

to Fund Manager and ProTracts support) is unnecessary and may delay response

times. All national support desks have a tracking mechanism for requests and

coordinate internally when cross-project questions arise so as to provide a

comprehensive and timely response to the question. Other required protocols are as

follows:

(i) For requests to national support desks, only use the address “To” line for one
recipient so it is clear who is designated to take action on the request.

(i1) Use the “Cc” line to keep other personnel informed of the correspondence.

(440-512-M, 1st Ed., Amend.123, April 2018)
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Note: Under no circumstances should the public or participants be carbon copied
or blind carbon copied with messages to the national support desks.

(iii) Do not leave the subject line blank. Include the application, contract number,
and a brief description of the concern.

(5) Questions on participant program eligibility should first be routed to the appropriate
State-level program managers. If unresolved at the State level, the State-designated
contact person should transmit the question to the eligibility mailbox at NRCS-
FAPD@wdc.usda.gov with the completed checklist for NRCS customer eligibility,
located in subpart J, section 512.114, of this manual. Only national program
managers may elevate these requests to national support staff for resolution.

(6) Requests for training that encompasses how to use the application and why specific
business rules or internal controls are implemented should be routed to the
appropriate State-level contact. If additional assistance is needed, the State-
designated contact will route the request to the appropriate national program manager
or the programs business tools specialist.

512.4 Farm Service Agency (FSA) Responsibilities

A. Maintaining Customer Records

(1) FSA will maintain USDA customer records relating to the following certifications:
(i) Form AD-1026, “Highly Erodible Land Conservation and Wetland Conservation”
(if) Form CCC-526C, “Payment Eligibility Average Adjusted Gross Income
Certification For Certain Conservation Reserve Program Contracts Approved
Before October 1, 2008,” or Form CCC-941, “Average Adjusted Gross Income
Certification and Consent to Disclosure of Tax Information,” or equivalent
successor forms as applicable for reporting years
(2) ProTracts will access these records by a Web service link to the FSA subsidiary files.
Hardcopies are not necessary in the CPC case file. This information may be viewed
at https://northsea.sc.egov.usda.gov/Subsidiary/Subsidiary.do by using the Customer
Service Center Information Management System identification number. Additional
information about the certification records maintained by FSA is contained in FSA
Handbook 3-PL.

B. Member Information

Participants in most FSA programs will have member information for legal entities and
joint operations filed on Form CCC-902, “Farm Operating Plan.” NRCS may obtain a
copy of this information from FSA or preferably by accessing FSA Business File from
the Subsidiary site. For CPC applicants who are not FSA customers, NRCS will collect
and provide to FSA the member information using Form CCC-901, “Member’s
Information”. Additional information about the use of these forms are contained in FSA
Handbook 4-PL.

C. Use of FSA Forms

(1) Other forms issued by FSA and authorized through this part for prior-year contracts,
as identified below, include the following:

(i) Form CCC-36, “Assignment of Payment — 2010 and Earlier” (see FSA
Handbook 1-CM)

(if) Form FSA-211, “Power of Attorney — 2005 and Earlier” (see FSA Handbook 1-
CM)
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(iii) Form CCC-526 C, “Payment Eligibility Average Adjusted Gross Income
Certification For Certain Conservation Reserve Program Contracts Approved
Before October 1, 2008 for successors to 2002 Farm Bill Contracts

(iv) Form CCC-931 C, “Average Adjusted Gross Income Certification and Consent
to Disclosure of Tax Information for Successors to Conservation Program
Contracts and Agreements Only” for successors to 2008 Farm Bill contracts

Note: 2014 Farm Bill AGI provisions do not apply to CSP and EQIP contracts
obligated in FY 2014. This includes all contract participants and entity members and
successors of these contracts. AGI compliance also does not apply to AMA, AWEP,
or WHIP contracts obligated between October 1, 2013, and February 7, 2014.

(2) Form FSA-211, “Power of Attorney” (revision 12/17/2008), which specifies
applicability to NRCS programs, is authorized for use through this part for current
and future-year contracts. This form must indicate that the appointed attorney-in-fact
may act on behalf of the grantors for NRCS programs, and it must be notarized or
witnessed by an authorized FSA employee. NRCS employees are not authorized to
sign as a witness. See FSA Handbook 1-CM for details.

(3) FSA is not responsible for providing guidance to NRCS employees on the use of
these forms.

D. Handling Appeals

Among a participant’s appeal rights, a participant in a title-XIl program may appeal an
NRCS program decision to the FSA county committee, as described in 440-CPM, Part
510, and in accordance with the NRCS appeals regulation, 7 CFR Part 614. Participants
have other appeal options, including appeal directly to the National Appeals Division.

E. FSA Handbooks
FSA Handbooks are available at

http://www.fsa.usda.gov/FSA/webapp?area=home&subject=lare&topic=hbk

512.5 Historically Underserved Individuals and Groups

A. Historically underserved individuals and groups include those who have not participated
in, or have received limited benefits from, USDA or NRCS programs. The 2008 and 2014
Farm Bills recognize landowners and operators who are socially disadvantaged, have limited
financial resources, or are beginning farmers or beginning ranchers as eligible for special
incentives for program participation. The 2014 Farm Bill recognized veterans as having
preference under some situations. These incentives may include an increased payment rate,
advanced payments, and evaluation under special funding pools, as specified in the individual
program regulations and policies.

(1) In the case of a contract made with multiple participants, the historically underserved
payment rates are applied to the contract only when 100 percent of the participants
receiving a payment share are historically underserved. The historically underserved
payment rates or amounts also apply for contracts if at least 50 percent of the
participant payment shares are designated to socially disadvantaged participants.

(2) Gender alone is not a covered group for the purposes of being considered as
historically underserved in NRCS conservation programs.

B. Socially Disadvantaged Farmer or Rancher
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(1) A socially disadvantaged group is a group whose members have been subject to
racial or ethnic prejudice because of their identity as members of a group without
regard to their individual qualities. These groups consist of the following:

(i) American Indians and Alaskan Natives

(ii) Asians

(iii) Black or African Americans

(iv) Native Hawaiians and other Pacific Islanders
(v) Hispanics

(2) A socially disadvantaged applicant is an individual or entity who is a member of a
socially disadvantaged group. For an entity, at least 50-percent ownership in the
farm business must be held by socially disadvantaged individuals. As used in this
definition, entities reflect a broad interpretation to include partnerships, couples, legal
entities, etc. There is no validation process for participants who self-certify as
belonging to a socially disadvantaged group.

Limited-Resource Farmer or Rancher

(1) To be considered a limited-resource farmer or rancher, an applicant must meet both
of the following criteria:

(i) Direct or indirect gross farm sales of not more than the current indexed value in
each of the previous 2 years

(ii) Have a total household income at or below the national poverty level for a family
of four or less than 50 percent of the county median household income in each of
the previous 2 years

(2) A legal entity or joint operation can be a limited-resource farmer or rancher only if
all of its individual members independently qualify.

(3) A self-determination tool is available to the public and may be completed online at
http://www.lIrftool.sc.egov.usda.gov/ or printed and completed in hardcopy.

(4) Applicants who self-certify eligibility as a limited resource farmer or rancher may be
requested to provide records to justify their claim. It is the responsibility of the
applicant to provide accurate data. False certifications are subject to criminal and
civil fraud statutes.

D. Beginning Farmer or Rancher

(1) A beginning farmer or rancher is an applicant who meets both of the following
criteria:
(i) Has not operated a farm or ranch, or has operated a farm or ranch for not more
than 10 consecutive years

Note: A legal entity or joint operation may be considered beginning farmer or
rancher only if all of the individual members independently qualify.

(ii) Will materially and substantially participate in the operation of the farm or ranch

e Inthe case of a contract with an individual, individually or with the
immediate family, material and substantial participation requires that the
individual provide substantial day-to-day labor and management of the farm
or ranch, consistent with the practices in the county or State where the farm
is located.

e Inthe case of a contract made with a legal entity, all members must
materially and substantially participate in the operation of the farm or ranch.
Material and substantial participation requires that the members provide
some amount of the management, labor, or both necessary for day-to-day
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activities, such that if the members did not provide these inputs, operation of
the farm or ranch would be seriously impaired.

(2) Applicants who self-certify eligibility as a beginner farmer or rancher may be
requested to provide records to justify their claim. It is the responsibility of the
applicant to provide accurate data. False certifications are subject to prosecution and
litigation under criminal and civil fraud statutes.

E. Indian Tribes

“Indian Tribe” means any Indian Tribe, band, nation, or other organized group or
community, including any Alaska native village, or regional or village corporation, as
defined in or established pursuant to the Alaska Native Claims Settlement Act (43 U.S.C.
Section 1601, et seq.) that is federally recognized as eligible for the special programs and
services provided by the United States to Indians because of their status as Indians.

Note: The Bureau of Indian Affairs periodically publishes in the Federal Register a list
of “Indian Entities Recognized and Eligible to Receive Services From the United States
Bureau of Indian Affairs.”

F. Veteran Farmer or Rancher

(1) The term veteran farmer or rancher (VFR) means an applicant who meets all of the
following criteria:
(i) Served inthe U.S. Army, Navy, Marine Corps, Air Force, or Coast Guard,
including the reserve components thereof
(ii) Was discharged or released under conditions other than dishonorable
(iii) Meets the definition of beginning farmer or rancher (BFR)

Note: A legal entity or joint operation may be considered VFR only if all of the
individual members independently qualify as VFR.

(2) Applicants who self-certify eligibility as a veteran farmer or rancher may be
requested to provide records to justify their claim. It is the responsibility of the
applicant to provide accurate data. False certifications are subject to prosecution and
litigation under criminal and civil fraud statutes.

512.6 Public Access to Data

A. Access to CPC Data

(1) Information about CPC applicants is generally not released to the public because
individual privacy rights must be protected. The Freedom of Information Act
(FOIA), the Privacy Act of 1974, section 1244 of the Food Security Act of 1985, and
section 1619 of the Food, Conservation, and Energy Act of 2008 (FCEA) identify
information that the Government may or must withhold from disclosure. Refer to
120-GM, Part 408, Subpart C, “Freedom of Information Act and Privacy Act,” for
NRCS policy regarding FOIA and the Privacy Act. The following information about
CPC applicants may not be released:

(i) Names

(if) Addresses

(iii) Telephone numbers

(iv) Social Security or tax identification numbers
(v) Amount of Federal funds requested

(vi) Bank account information
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(2) FCEA does not impede the sharing of information between and among USDA
agencies. However, information may only be shared with Federal agencies outside
USDA or others for specific purposes under a cooperative agreement or program, but
not for general regulatory or enforcement purposes.

B. CPC Applicant Information

Aggregate or statistical information about CPC applications may be described in news
releases, Web sites, and other tools used to inform the public.

C. CPC Participants’ Information

When a CPC applicant becomes a participant (the applicant and NRCS approving official
having signed the CPC), additional information may be available for release through a
properly submitted FOIA request:

(i) Names

(if) Limited address (State, city, county™*)

(iii) CPC obligation amount

Note: Additional restrictions about the release of address information apply to some

corporate and nonprofit business types. Consult 120-GM, Part 408, or the State
NRCS FOIA officer for more guidance.

D. CPC Contract Information

To ensure consistent and well-documented responses to requests for official NRCS
program data, all requests for data that will be shared outside of NRCS should be directed

to the Resource Economics and Analysis Division (READ) Strategic Information Team at
REAPDataTeam@wdc.usda.gov.
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Part 512 — Conservation Program Contracting

Subpart B — Conservation Plan Schedule of Operation

512.10 General

A. Basis for a Conservation Program Contract (CPC)

(1) The basis for a CPC is an up-to-date conservation plan documented in the Customer
Service Toolkit (CST). The conservation plan describes the conservation practices or
activities to be implemented, timing of implementation, location, natural resource
concerns to be addressed, conservation benefits to be achieved, and operation and
maintenance required for the life of the practice or activity.

(2) All CPCs will be initiated in ProTracts with an upload from CST unless an individual
program manual instructs otherwise.

(3) Form NRCS-CPA-1155, “Conservation Plan or Schedule of Operations,” and Form
NRCS-CPA-1156, “Revision of Plan/Schedule of Operations or Modification of a
Contract,” populated in CST, will not be utilized for conservation program contracts
administered through ProTracts. Only the versions of these forms completed in
ProTracts are acceptable.

B. Conservation Planning References

(1) Title 180, National Planning Procedures Handbook, Part 600

(2) Title 180, General Manual

(3) Title 190, General Manual, Part 410

(4) Field Office Technical Guide (FOTG)

(5) Title 180, National Food Security Act Manual, Parts 510 to 520

(6) Title 440, Conservation Programs Manual, Part 500, “Locally Led Conservation”

(7) Title 190, National Cultural Resources Procedures Handbook, Part 601

(8) Title 190, National Environmental Compliance Handbook, Part 610

(9) Title 440, Conservation Programs Manual, Part 504, “Technical Service Provider
Assistance”

C. Communication of Participant Responsibilities

The State Conservationist will identify and clearly communicate to participants their
responsibilities for complying with all applicable program or regulatory requirements.
NRCS’s development or acceptance of a conservation plan will not constitute compliance
with program or regulatory requirements administered or enforced by another agency.

D. Permits and Regulatory Compliance

The participants are responsible for obtaining all necessary Federal, State, and local
permits to perform the planned practices and activities and for furnishing required land
rights and water rights. NRCS may provide technical assistance to the participants in
accordance with specific NRCS conservation program policy to facilitate regulatory
compliance by other agencies. The participants will certify that they accept the
responsibility for acquiring all required permits, land, and water rights by signing the
CPC appendix.

E. Compliance with the CPC Appendix

The participants must comply with all provisions of the CPC appendix.

(440-512-M, 1st Ed., Amend. 123, April 2018)
512-B.1


http://directives.sc.egov.usda.gov/viewDirective.aspx?hid=33232
http://directives.sc.egov.usda.gov/RollupViewer.aspx?hid=16970
http://directives.sc.egov.usda.gov/RollupViewer.aspx?hid=17016
http://www.nrcs.usda.gov/technical/efotg/
http://directives.sc.egov.usda.gov/viewerFS.aspx?hid=21562
http://directives.sc.egov.usda.gov/viewerFS.aspx?hid=20049
http://directives.sc.egov.usda.gov/viewerFS.aspx?hid=18973
http://directives.sc.egov.usda.gov/viewerFS.aspx?hid=21278
http://directives.sc.egov.usda.gov/ViewRollUp.aspx?hid=17104&sf=1
http://directives.sc.egov.usda.gov/ViewRollUp.aspx?hid=17104&sf=1

Title 440 — Conservation Programs Manual

F. Program Requirements

(1) The application must meet all requirements for the specific NRCS conservation
program before it may be approved and accepted for obligation.

(2) The participants must comply with all Federal laws and regulations regardless of any
nonconforming State or Tribal law.

(i) NRCS will not provide technical assistance or financial assistance on any field
that is producing marijuana or other controlled substances in violation of Federal
law, even if the cultivation of such controlled substances are lawful under State
or Tribal law. This applies even if the producer requesting assistance is not
responsible for the production of the controlled substance. Additionally, NRCS
will not provide financial assistance to any producer who is producing marijuana
or engaged in controlled substance activities on any part of their agricultural
operation in violation of Federal law. This applies even if the requested
assistance does not relate to the field or other part of the agricultural operation
that is under the unlawful production of controlled substances.

(ii) Current conservation program participants who produce marijuana or engage in
controlled substance activities on any part of their agricultural operation are in
violation of the terms of their conservation program contract, and such violations
must be handled in accordance with conservation program contract guidance at
440-CPM, Part 512, Subpart H, “Violations.”

512.11 Applicable Conservation Treatment

A. Compatibility with a Planned Resource Management System

The conservation treatment included in a conservation plan must be compatible with the
planned resource management systems and address the identified resource concerns.

B. Technical Requirements for Conservation Treatment

Conservation treatment includes any practice or activity that meets program criteria and
meets the minimum quality criteria established in the FOTG or other criteria as specified
by program rule or policy. Practices must be listed in the National Handbook of
Conservation Practices and in the Conservation Practice Standards (CPS) database with
an approved standard in the applicable FOTG. All eligible practices are listed on the
applicable cost lists for program years through fiscal year FY 2007 and payment
schedules for program years beginning with FY 2008, as described in Subpart D,
“Program Payment Schedules,” of this part. CSP enhancements and practices are listed
on the applicable year’s conservation activity list.

C. Planning Conservation Practices

Conservation practices and activities must be planned, applied, and maintained in
accordance with the approved practice standards, specifications, or enhancement activity
sheet and supplements on file in the FOTG or, in the case of an approved waiver, meet
the requirements approved by the authorized NRCS official.

D. Practice Lifespan

(1) Conservation practice lifespans are established by the NRCS Science and
Technology deputy area (see 450-GM, Part 401, Subpart B, Section 401.15) and
maintained in the CPS Web application database. Practice lifespan is the minimum
time the implemented practice is expected to be fully functional for its intended
purposes. The established practice lifespans are based on following an operation and
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maintenance plan developed for the practice. In conservation program contracts,
lifespan is the period of time during which the conservation practice or activity is to
be maintained and used for the intended purpose.

(2) Operation and maintenance (O&M) meeting the minimum requirements in the
Conservation Practice Standards must be included for each practice with O&M
requirements. This may be incorporated as part of the practice narrative or through a
separate O&M plan, as necessary.

(3) With the exception of a practice failing due to no fault of the participants (see Section
512.53, “Reapplication of Failed Conservation Treatment”’), NRCS CPC financial
assistance may not be used to reapply a conservation practice that is still within its
lifespan.

(4) Participants agree to operate and maintain all conservation practices established
through a CPC for the established lifespan. The lifespan of a practice may extend
beyond the length of the conservation program contract period.

512.12 Conservation Treatment Already on the Land

Conservation practices established before entering into a contract will be used to the extent
practical in combination with planned conservation treatment. Requirements for continued
O&M of the existing practices necessary to meet the objectives of the conservation program
contract and the planned resource management system will be included as part of the
conservation plan.
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Part 512 — Conservation Program Contracting
Subpart C — Application for Assistance

512.20 General

A. Application Forms

Form NRCS-CPA-1200, “Conservation Program Application,” is available in NRCS
field offices, on the NRCS or USDA service center agencies’ eForms Web sites, and at
offices of partnering organizations.

B. How to Apply

(1) Applicants must submit a signed and dated Form NRCS-CPA-1200, “Conservation
Program Application,” to the local NRCS office. Applications may be hand
delivered, mailed, faxed, scanned and submitted by email, or submitted through the
Client Gateway in accordance with the instructions found at the “USDA Service
Center Agencies Online Services” Web page.

(2) Applicants should be provided a copy of the following documents at the time of
application:

(i) CPC appendix
(ii) Fact sheets or other materials such as the special provisions (section 512.108
exhibits of this manual) that explain program requirements.

C. Certifications, Determinations, and Required Records

(1) Before NRCS can proceed with an application, the applicant must be established in
the Farm Service Agency (FSA) Business Partner database (previously Service
Center Information System (SCIMS)) and have the following certifications
completed:

(i) Form AD-1026, “Highly Erodible Land Conservation and Wetland Conservation
Certification.”

(if) Form CCC-941, “Average Adjusted Gross Income Certification and Consent to
Disclosure of Tax Information,” or equivalent successor forms as applicable for
reporting years.

(iii) Form CCC-901, “Member’s Information,” or Form CCC-902, “Farm Operating
Plan” (for legal entity and joint operations only), or equivalent successor forms
as applicable for reporting years.

(iv) Signature authority for an individual requesting benefits for a legal entity or
joint operation (see Section 512.21, “Signature Authority”).

(2) For applicants missing required certifications and registrations listed in section
512.20C(1), NRCS will advise the applicant of additional filing requirements using
the program eligibility certification request letter found in Section 512.91 “Exhibits.”

(3) In accordance with FSA Handbook 1-CM, FSA will work with customers to gather
additional information if needed to complete the Business Partner record. This
information provides FSA the means to establish the specific business type for the
joint operation or legal entity.

(i) Joint operations exist where each member or partner shares direct liability or
responsibility for the partnership. For joint operations, the eligibility information
of each individual is transferred to the joint operation identification. Specific
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programs may require additional information about the joint operation,
depending upon program requirements.

(if) Establishment of the appropriate business type for an applicant is the
responsibility of FSA and the applicant. NRCS must not advise applicants on
how to establish their business partner record.

(4) Legal entities differ from joint operations. Refer to the specific program tab on the

“Program Eligibility Matrices for Individuals, Entities and Joint Operations™) in

Section 512.112, “Exhibits,” for details.

Note: Participants must complete and file all documents necessary for FSA to process
and determine farm and tract eligibility. If customers have previously provided business
information on Form CCC-902, “Farm Operating Plan,” to establish farm records or
eligibility for participation in other USDA programs administered by FSA, it is not
necessary to collect duplicate information with Form CCC-901, “Members Information,”
or to request applicant to refile forms because of NRCS program participation.

D. Review of Applications

The designated conservationist must review applications for completeness and
consistency with customer and farm information maintained in the FSA Business Partner
database, and confirm applicant data in ProTracts. Applications will be serviced on the
basis of the signup and evaluation cutoff dates, priority when used, applicable program
Application Evaluation and Ranking Tool (AERT) criteria, availability of program funds,
and other requirements, as specified for the program.

512.21 Signature Authority

A. Authorization for Joint Operations and Legal Entities

Each joint operation or legal entity must authorize someone to act on its behalf to sign the
application, contract, payment request, or other administrative documents. Upon request,
FSA has agreed to provide NRCS a copy of all documents supporting existing legal entity
or joint operations currently on file at the service center.

B. Signatory Verification for Joint Operations and Legal Entities

NRCS will accept any of the following to verify an authorized signatory for a joint
operation, legal entity, or unit of government:

(i) A copy of the corporate charter, bylaws, court orders of appointment, trust
agreement, last will and testament that designates an executor of a trust or estate
and which has been approved by the applicable court, articles of partnership, or
other legal documents clearly designating who has signature authority for the
joint operation or legal entity. Where specific signatory authority is not provided
in the documents, all members must sign the contract documents or a power of
attorney (POA) designating an individual to act as the attorney-in-fact or agent
for the joint operation or legal entity.

(ii) Appropriate delegation from a State or local government official having legal
authority to obligate a unit of government. This may be in letter form on official
letterhead. If the authority is being delegated to a subordinate, the delegation
letter must also include the original signature of the designee accepting the
delegation.

(iii) Self-certification for members of businesses and legal entities operating with an
employer identification number (EIN), as indicated on Form CCC-902, “Farm
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Operating Plan, for an Entity 2009 and Subsequent Program Years,” or Form
CCC-901, “Member’s Information 2009 and Subsequent Years,” or equivalent
successor forms as applicable for reporting years. Only members selected on
these forms will be considered authorized to sign for the business or legal entity.
If they request that an individual other than an authorized member be granted
authority to act as an attorney-in-fact on their behalf, they may grant this
authority by executing a Form FSA-211, “Power of Attorney.”

(iv) A business enterprise that is representing itself as a joint operation but does not
have an EIN may be a CPC applicant but may not receive payments as a joint
operation. These business enterprises are sometimes referred to as “informal
joint ventures” and the members are paid directly under their individual tax
identification numbers (SS). These types of business enterprises may or may not
qualify for higher payments or contract limits that are available to joint
operations with an EIN. Therefore, all members of this type of business
enterprise must be signatories to the contract for their individual interest. An
agent for the business enterprise may be designated on Form FSA-211, “Power
of Attorney,” if signed by all members. However, this delegation of authority to
sign on behalf of the business enterprise is only for the enterprise’s interest and
does not extend POA authority to the individual members. A member may grant
this authority by executing a separate Form FSA-211, “Power of Attorney” with
the agent.

Note: Form CCC-901 or CCC-902, or equivalent successor forms as applicable for
reporting years, only document signature authority for legal entities. All self-
certifications of signature authority for legal entities are subject to verification by
supporting documents. By definition, joint operations and “informal joint ventures”
are not legal entities and no such records exist.

Note: Form CCC-501, “Member’s Information,” and Form CCC-502, “Farm
Operating Plan for Payment Eligibility Review,” provide a list of entity members but
do not establish signature authority for the business in and of themselves.

C. Power of Attorney (POA)

(1) NRCS will accept the following POA documents executed for programs and years:

(i) For EQIP contracts obligated before October 1, 2005, a POA filed with FSA
using Form FSA-211, “Power of Attorney,” that provides signature authority for
all administrative actions.

(ii) For all NRCS program contracts obligated in 2009 and earlier, a notarized POA
on Form NRCS-CPA-009, “Power of Attorney,” that provides signature authority
for an individual to represent another individual, a legal entity, or joint operation
for all administrative actions associated with a program application or contract
(see Section 512.90, “Summary of Forms Used”).

(iii) For all NRCS program contracts obligated in 2009 and later, a Form FSA-211,
“Power of Attorney,” witnessed by an FSA employee or notary public, that
specifically provides signature authority for NRCS programs.

Note: Under 7 CFR Part 718, spouses may sign on behalf of one another without a
POA for the purposes of specific FSA programs. This authority is specific to FSA
programs and does not extend to NRCS programs. Participants wishing to authorize
their spouse to sign CPC documents must execute the appropriate POA.

(2) An executor or other estate representative can sign for an estate with no further
authorizations when appropriate supporting documentation has been provided.
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NRCS may accept other forms of POAs provided OGC concurs that they are legally

sufficient to document signature authority and encompasses the ability of the

attorney-in-fact to conduct program activities on behalf of the participant.

D. Local FSA County Office Requirements

The local FSA office may require additional identification or signature authorities from
an NRCS program applicant before processing applicable forms required to determine
eligibility.

512.22 Eligibility

A. Who May be Eligible

)

()

©)

(4)

(%)

(6)

Control of Land Requirements.—A contract may be entered into with one or more
participants having control of a land unit for the contract period. The word “control”
means possession of the land by ownership, written lease, or other legal agreement
(refer to Section 512.55D, “Annual Administrative Review of Certification,” for
additional information). The participants will self-certify control of the land unit and
relationship (owner, operator, or both), and, if leased or through other agreement, the
specific dates such control is granted, on Form NRCS-CPA-1200, “Conservation
Program Application,” at the time of application. If the applicant is a tenant, the
applicant must obtain written evidence or assurance of control from the landowners
prior to contract obligation. Self-certifications will be reviewed and verified in the
year of fund obligation, as directed in Section 512.55, “Contract Reviews.”
Landowner signature with zero payment shares on the contract document does not
demonstrate control of land.

Implementation of Structural or Vegetative Practices by Tenants.—In addition to
self-certification of control, tenants must obtain and provide to NRCS prior to
obligation, written concurrence from the landowners to apply a structural or
vegetative practice. In lieu of written concurrence, the landowners may be signatory
to the contract with O percent payment share to indicate their concurrence. Zero
percent payment share signatories are not subject to eligibility requirements and will
not receive program payments.

Participation by Minors.—A minor is eligible as a CPC participants only if legally
responsible and independently participating in the operation of the farm or ranch as
an eligible individual. A parent or legal guardian must also be signatory to the CPC.
Other stipulations may apply see 7 CFR Section 1400.101 for additional information
Foreign Participants.—A foreign person who is providing land, capital, and a
substantial amount of personal labor in the production of crops may be eligible if all
other program eligibility requirements are met and a tax identification number from
the IRS is obtained. (See 7 U.S.C. Section 1308-3.)

NRCS Employee Participation.—NRCS employees may become CPC participants
and receive payments. However, ethics guidance contained in Title 110, General
Manual (GM), Part 405, Subpart F, “Employee Participation in NRCS Programs”
must be followed. NRCS employees who are members of a legal entity that is
applying for conservation program funding are prohibited from acting as an agent for
that entity (See 110-GM, Part 405, Subpart F)

Conservation District Employee Participation.—Conservation district employees are
subject to the ethics requirements specified in the approved cooperative working
agreement between NRCS and the conservation district.

B. Applicant’s Status
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The applicant will self-certify whether he or she is a veteran farmer or rancher, limited-
resource producer, beginning farmer or rancher, or socially disadvantaged farmer or
rancher, as appropriate for the program. Definitions are available on the “NRCS-CPA-
1200 Conservation program Application” or at the NRCS Web site at
http://www.nrcs.usda.gov/wps/portal/nrcs/main/national/people/outreach/slbfr/
Applicants who self-certify as a limited-resource farmer or rancher may utilize the self-
determination tool at http://Irftool.sc.egov.usda.gov/to determine if they meet the limited-
resource farmer criteria. Due to the personal information required, NRCS employees
may not complete the determination tool for applicants.

(i) All members of a legal entity or joint operation must meet the requirements for

(i)

the application to qualify for veteran, limited-resource, or beginning farmer or
rancher status.

For entity applicants self-certifying as socially disadvantaged, at least 50 percent
ownership in the entity must be held by socially disadvantaged individuals.

C. Other Eligibility

Each conservation program has specific requirements that are contained in the
respective program regulation or program part of Title 440, Conservation Program
Manual (CPM). Web links for program eligibility requirements are in Section
512.106, “Summary of General Program Eligibility.” Land and applicant eligibility
requirements that are specific to individual programs, or otherwise required to be
verified manually, are certified on the ProTracts “participant(s) information” screen
as “other eligibility.”

D. Basic Eligibility Requirements

Basic eligibility requirements include the following:

(i) Conservation Compliance.—A person who the USDA Farm Service Agency

(i)

determines is ineligible for USDA program benefits under the highly erodible

land conservation (HELC) and wetland conservation (WC) provisions of the

Food Security Act of 1985 may not participate in applicable programs or receive

any payments for the crop year that the person is found ineligible, and, for

HELC, all subsequent years that the person remains ineligible. For violations of

the WC provisions, a person will not be eligible to participate or receive benefits

for the crop year of the conversion and all subsequent crop years. ProTracts will
verify this determination before contract obligation, changes by a modification,
and before each payment.

Adjusted Gross Income (AGI) Compliance.—A person or legal entity is not

eligible to receive program payments if the average AGI exceeds certain amounts

specified in the authorizing statute or regulation. The Chief may waive this
requirement for participants if authorized by statute or regulation of the covered
program.

e Any payment issued to a legal entity, general partnership, or joint operation
that has members who do not meet the AGI requirement will be reduced by
an amount that is commensurate with their direct or indirect ownership
interest (member share). Previously ineligible applicants may reapply in
subsequent years.

o An AGI eligibility determination is required before the application is
promoted to “eligible” status and verified at contract obligation.

o The AGI determination is based on the year for which the conservation
program contract is approved and the determination will apply for the entire
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term of the subject contract unless there is a change in contract participants
or legal entity membership. For successors to an approved contract, the AGI
determination is based on the date of succession, not on the original approval
date of the contract, according to the AGI requirements established in the
Farm Bill under which the contract is authorized.

(iii) Eligibility requirements, including “other eligibility,” must be verified in
ProTracts prior to application promotion from “pending” to “eligible” status.
ProTracts will use the FSA Business Partner database to test the eligibility
records for HELC, WC, and AGI compliance. Payment limitations will be
verified by ProTracts through the NRCS business tools and Fund Manager
database. “Other eligibility” requirements, operator of record, etc., must be
verified according to the applicable program policy. (Refer to Section 512.112,
“Program Eligibility Matrices for Individuals, Entities, and Joint Operations,” for
program and statutory-specific requirements.)

(iv) Program applicants must comply with the provisions for protecting the interests
of tenants and sharecroppers, including the provisions for sharing payments on a
fair and equitable basis. Consent must be obtained, in writing, from each
identified tenant or sharecropper before excluding them from a contract to ensure
that all parties having a share in the agricultural operation receive equitable
treatment. This determination is applicable before contract obligation and to all
owner or operator changes during the term of the contract.

Note: For other program specific eligibility requirements see the respective program
regulation or program part of 440-CPM.

Figure 512-C1

Program

Relationship

Environmental Quality
Incentives Program (EQIP)
(440-CPM, Part 515, Subpart
F, Section 515.52)

EQIP does not pay for the same practice on the same land
that has received payment or other benefits for the same
practice on that land under any other USDA program.

EQIP may not be used on land enrolled in WRP or WRE.
EQIP may be used on land enrolled in ALE, GRP, or
FRRP if the resource concern addressed by the EQIP
practice is not addressed by the provisions of the easement
program.

Agricultural Management
Assistance (AMA) (440-CPM
Part 521, Subpart E, Section
521.32)

Land under other conservation programs that provide
payments is eligible only if AMA is being used to—

e Implement a different individual conservation
practice.

e Treat a different resource concern.

e Provide a higher or improved level of treatment
for a similar resource concern than obtained with
the other conservation program.

Conservation Security
Program (CSP 2002) (440-
CPM, Part 518, Subpart E,

Land currently enrolled in any of the following programs
is ineligible:
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Section 518.42, and Subpart I,

Section 518.80)

e Conservation Reserve Program (CRP)
e Wetland Reserve Program (WRP)
e Grassland Reserve Program (GRP)

Land enrolled in any other USDA program is not eligible
to receive payments under CSP 2002 for the same
practices or activities on the same land at the same time.

Conservation Stewardship
Program (CSP 2008, 2014)

(440-CPM, Part 508, Subpart
F, Section 508.52 and 440-
CPM, Part 507, Subpart F,
Section 507.52)

Land currently enrolled in any of the following programs
is ineligible:

e Conservation Reserve Program (CRP), unless the
CRP contract will expire at the end of the fiscal
year in which the land is to be enrolled in the
program and CRP payments for land enrolled in
CSP cease prior to the date on which the first CSP
payment is made to the applicant.

e Conservation Security Program (CSP 2002)

e Wetland Reserve Easements through Agricultural
Conservation Enhancement Program (ACEP) or
in Wetland Reserve Program (WRP). Note: Land
enrolled in ACEP Agricultural Land Easement
(ALE), Farm and Ranch Lands Protection
Program (FRPP) easement, and in an existing
Grassland Reserve Program (GRP) easement is
eligible for program consideration.

A CSP payment to a participant will not be provided for
new conservation activities applied with financial
assistance through other USDA conservation programs.

E. Treatment of Indian Tribes, Alaskan Native Corporations, and Trusts Involving the

Bureau of Indian Affairs (BIA)

A unique situation occurs in contracting with Indian Tribes and related corporations and
trusts. The following provides eligibility requirements and ProTracts processes.

(i) ProTracts does not maintain a payment limitation record for program participants
categorized as “Indians Represented by the Bureau of Indian Affairs,” as Indian
Tribes are exempt. State Conservationists (STCs) must maintain a process to
document compliance with payment limitations. Fund Manager reports may be
accessed by approved financial management staff for tracking the applicable
payment records. Payments exceeding the payment limitation may be made to
the Tribal participants if a BIA official certifies in writing that no one individual
will receive more than the payment limitation. The BIA must provide, annually,
a listing of individuals and of payments made, by tax identification number or
other unique identification number, during the previous year for calculation of
overall payment limitations. The BIA must also produce, at the request of
NRCS, proof of payments made to the person or legal entity that incurred costs
or sacrificed income related to conservation practice implementation.
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(ii) Enforcement of HELC, WC, and other eligibility requirements for Indian Tribes
represented by BIA and Alaska Native corporations began for new contracts in
fiscal year 2007. Indian Tribes and Alaska Native corporations are exempt from
AGlI eligibility determinations.

Note: ProTracts warnings will continue when eligibility cannot be determined on
prior-year contracts. See Section 512.112, “Program Eligibility Matrices for
Individuals, Entities, and Joint Operations,” for additional guidance.

512.23 Submitting Applications

A. Submitting Applications

(1) All applications must be submitted to NRCS using Form NRCS-CPA-1200,
“Conservation Program Application.” See Section 512.20, “Application for
Assistance.”

(2) If a program request is received by any means other than on Form NRCS-CPA-1200,
such as by telephone, email, or letter, an NRCS representative will manually prepare
Form NRCS-CPA-1200, “Conservation Program Application,” by entering or noting,
as applicable, all of the following:

(i) Name of applicant

(ii) Date request was received

(iii) How request was received (attach a copy of the original submission by the
applicant if applicable)

(3) When applications are received by means other than hardcopy, the program applicant
remains responsible for verifying that NRCS has received, accepted, and properly
recorded the application for consideration.

(4) NRCS will record on the application the date it was received, enter the information
into ProTracts, provide a copy to the applicant, and guidance regarding additional
information required to complete an application package.

(5) The minimum size for an application is a field.

B. Request for Signatures

For unsigned applications and application requests received by telephone, email without
scanned and signed copy of application, or letter, NRCS will ask the applicant to visit the
office, utilize the Conservation Client Gateway, or otherwise make arrangements to
complete and sign application Form NRCS-CPA-1200. Refer to Section 512.46B,
“Signing and Approving Contract Documents,” for faxed or scanned signature
acceptance requirements.

C. Starting Practices or Activities Included in the CPC

(1) Practices started or completed before CPC approval are not eligible for payments, in
accordance with the applicable program regulation and the CPC appendix. Starting a
practice or engaging the services of a technical service provider (TSP) before the
contract is approved by NRCS renders an applicant ineligible for payment.

(2) A waiver for starting financially assisted practices or activities may be granted by the
STC. Requests for a waiver to begin a practice or activity before CPC approval must
be made in writing by the applicant. Waivers may be considered in special cases and
for meritorious reasons for applications that meet all eligibility requirements
described in Section 512.24, “Processing Applications,” provided all of the following
additional conditions are met:

(440-512-M, 1st Ed., Amend.123, April 2018)
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(i) The practice or activity was not started prior to the waiver being approved

(if) The applicant has an up-to-date conservation plan and completed environmental
evaluation worksheet (Form NRCS-CPA-52). If the practice or activity requires
a comprehensive nutrient management plan (CNMP) or forest management plan
prior to beginning implementation of the requested practice or activity, that plan
must be submitted to and approved by NRCS prior to waiver approval.

(iii) The applicant has been provided a site specific NRCS approved design, job
sheet, or activity sheet for the requested structural or vegetative practice or
activity.

(iv) Special cases or meritorious reasons are documented, such as—

e Alleviation of imminent and significant environmental problems.
e Prevention of endangerment to life or property.
e Unusual or extreme weather constraints.

(3) For an applicant to remain eligible, the waiver must be granted by the STC after the
application for the program has been received by NRCS but before starting the
practice or activity; otherwise, the applicant is ineligible to receive financial
assistance for the conservation practice or activity if the CPC is signed. This waiver
will expire on a date determined by the STC, but no later than 12 months after the
approval date. NRCS will inform applicants who have been granted a waiver that
this waiver does not guarantee contract approval and that they may be ineligible to
receive payments if either the applicant, practice or activity does not meet all NRCS
requirements. See Section 512.95, “Exhibits,” for a waiver to begin a conservation
practice letter template and section 512.122 for a “Disapproval of Early Start
Request” letter template.

Note: Waivers granted early in a fiscal year may expire before the end of the fiscal
year and before a contract is obligated. Practices commenced after a waiver has
expired and before a contract is obligated are not eligible for CPC payment.

(4) Denial of Waiver Requests

(i) Waivers are not allowed for—

e Services provided by a TSP (including but not limited to development of
conservation activity plans).

o Management practices, except for those needed to mitigate emergency
situations or included as activities in a conservation stewardship plan.

e Conservation activities in EQIP as defined in Sections 512.34B,
“Conservation Activities,” and 515.81A, “Conservation practices and
Planning Activities.”

(ii) Denial of waiver requests must be documented and retained in the case record for
the applicant. Refer also to template letter in 440-CPM, Part 512, Subpart J,
“Exhibits.”

(iii) Requests to begin a practice before contract obligation are not justified for
reasons related to normal agricultural operations, convenience, management,
workload, or other reasons not related to the listed meritorious reasons.

512.24 Processing Applications

A. All applications must be entered into ProTracts. Upon receipt of an application for
program assistance it must be checked for completeness and accuracy per the following:

The date it was received must be documented on the application by date stamp or other
means.

(440-512-M, 1st Ed., Amend.123, April 2018)
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B. Once the application is complete, actions must be taken immediately to—

(1) Enter all required application data into ProTracts prior to the end of the application
period cutoff date (application status is “pending” in ProTracts). The date the
complete application was received by NRCS is the date entered in ProTracts as the
signup date.

(2) Confirm that other eligibility requirements (for example, applicant has an interest in
the agricultural operation) have been met by the applicant and document in the
“Participant(s) Information” screen of ProTracts.

(3) Confirm applicant information (for example, correct name and spelling, tax
identification and type, and complete address).

C. Several additional steps will occur.

(1) ProTracts will use the FSA Business Partner database and tax identification numbers
to confirm HELC, WC, and AGI compliance through a Web service link to FSA
eligibility files. ProTracts flags for the applicant will be automatically set to match
FSA records.

(2) Applicants without current eligibility determinations processed by FSA will be asked
to file the appropriate forms. Section 512.91,”Exhibits,” provides the
“Program Eligibility Certification Request” letter template for advising applicants to
file certification requests for the current year.

(3) The Web service link to FSA records will provide participants information, including
members for legal entities and joint operations used to attribute payments and apply
potential AGI commensurate payment reductions and a payment limitation.

(4) Applications must remain in “pending” status until all participants and land eligibility
requirements have been met and the applicant has indicated the subaccounts in which
they wish to compete. NRCS is under no obligation to evaluate or rank an application
until all program eligibility requirements are met. Refer to section 512.91 for
applicant notification of program eligibility certification requirements and to Section
512.25F, “Managing Applications,” for additional information

(5) If ineligibility of the land or applicant is confirmed, applicant will be notified of this
determination and must be provided appeal rights according to 440-CPM, Part 510.
See section 512.93 for a letter template on ineligibility determination for CPC. The
application status in ProTracts will be changed to “ineligible.”

512.25 Evaluating Applications

A. Program-specific application evaluation guidance can be referenced in the applicable
program part found under 440-CPM.

B. Use of AERT

(1) All eligible applications received within the designated ranking period (see Section
512.24, “Processing Applications™) that meet applicable screening tool requirements
and applications deferred from a previous fiscal year or ranking period (Section
512.27, “Servicing Unfunded Applications™) will be evaluated in the applicant
selected subaccount. These applications will be evaluated using AERT with current
fiscal year criteria developed for each program and subaccount, as described in the
applicable part of the CPM. The AERT is the only authorized method for
documenting application ranking. Side records or questions documented outside
AERT are not acceptable. This does not prohibit use of a screening tool that is
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maintained outside of ProTracts and used to prioritize applications for ranking as
described in section 512.25C. The AERT is accessed through ProTracts and directly
integrated with conservation practice physical effects (CPPE) and practice average
annual cost (PAAC) in SmarTech. The conservation practice standard (CPS)
application is also coupled with these applications.

(2) National, State, and local questions are required in all ranking tools, and messages in
AERT will indicate at “release” if not in place. See specific program manuals for
additional information.

(3) Each application case file must contain sufficient documentation to substantiate the
screening and ranking determinations.

C. Responsibilities

(1) The STC or designee, with advice from the State Technical Committee and local
working groups, will develop a ranking process to prioritize the applications for
funding that addresses priority natural resource concerns and any other criteria
required by the applicable program regulation.

(2) The designated conservationist will take the following actions for all eligible
applications:

(i) Collect the information necessary to evaluate the applications

(i) Compile and prioritize the applications using the State-approved screening
process, if applicable

(iii) Conduct reviews of completed evaluations for consistency, accuracy

D. Evaluating Applications

See specific program manual for additional information.

E. Application Funding

(1) The State Conservationist or designated conservationist, as delegated, will
periodically select the highest-ranked applications (based on applicant eligibility and
the NRCS ranking process) for funding. Applications within a subaccount must not
be skipped to allow funding of a lower-ranked application.

(2) If two or more applications have the same ranking score, a tie breaker or tracking
code may be generated in ProTracts to assist in selection of applications. Once
generated, tie breakers may not be changed or used to fund one application before
another if their ranking scores are not identical.

Note: See specific program manual for additional information.
F. Managing Applications

All applications received and determined eligible at the close of the announced
program evaluation period must be included in the AERT and on the ranking lists. If
a screening tool is used, those applications receiving high enough priority to be
ranked will be included in the AERT. At the end of each ranking period, the
program-specific ranking list from AERT for each subaccount will be archived in
hardcopy and retained in the appropriate file, in accordance with 120-GM, Part 408,
“Records.”
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512.26 Status of Applications

ProTracts users will manage applications according to the delegations outlined in Section
512.3, “NRCS Responsibilities.” The application status categories available in ProTracts are
described in figure 512-C2.

Figure 512-C2

Status Definition, Impacts, and Related Information

Draft An application status automatically is set when a user opens
the “add new application” module. This is a temporary status.

Pending An application status automatically is set after the location of
the land being offered has been specified and the applicant
information has been entered and saved in ProTracts. This
status will result in the generation of the letter shown in
Section 512.91, “Exhibits,” if eligibility determinations are
not complete according to Sections 512.22, “Eligibility.”
Ranking of applications and upload from the CST is not
permitted for this status.

Eligible Application status is manually set by user and refers to
program eligibility, including “other eligibility” as referenced
in the ProTracts “participant(s) information” screen. This
does not exclusively refer to participants eligibility, which is
transmitted from the FSA’s Web-based subsidiary file. An
application may be manually set to “eligible” when it has an
applicant, county, and application number; is pending in
ProTracts; meets all program eligibility criteria; and HELC,
WC, and AGI requirements have been met. NRCS is under
no obligation to evaluate and rank applications until they
have achieved this status. All eligible applications received
by the close of the evaluation period will be ranked for
funding. Upload from CST is permitted for this status.

Preapproved An application has been tentatively selected for funding
based on a ranking score, but the applicant has not confirmed
his or her contract interest. This required status is set
manually and triggers the letters shown in Sections 512.94,
“Exhibits.” Upload from CST is permitted for this status. If
not already established, banking information will be
established for generating the vendor record after promoting
to this level.

Approved A status chosen after an application has been selected for
funding and applicants’ interest has been confirmed. CSP
also requires a satisfactory field verification prior to
promoting an application to approved status (refer to 440-
CPM, Part 508, Subpart H, Section 508.74B(2) or 440-CPM,
Part 507, Subpart H, Section 507.78C for additional
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information). This status is set by ProTracts users with
permission to select an application for funding. This action
causes the contract cost to be reserved in the ProTracts ledger
(fund commitment) but the commitment is not transacted to
the Financial Management Modernization Initiative (FMMI).
This action will record a commitment on the ProTracts ledger
and reduce the balance available for application approval.
Upload from CST is not permitted for this status. An active
vendor code and ranking score is required to set this status
for programs that require ranking with the AERT.

Ineligible An application is not eligible for the program based on one or
more of the eligibility criteria such as ineligible entity,
ineligible participant, ineligible land, or lack of resource
concerns. This flag is set manually by the user and triggers
the letter shown in Section 512.93, “Exhibits.” Upload from
CST is not permitted for this status.

Cancelled This reflects an applicant’s request to cancel an application.

It is set manually by users with permission to cancel
applications. If an applicant is selected for funding and elects
not to participate in the program at that time, the application
status will be set to “Cancelled.” The applicant should
request in writing to cancel their application if they are no
longer interested or are unable to participate at that time.

Deferred An eligible application was not chosen for funding but
remains as an active application for the next funding period.
Deferred applications can be promoted to the next fiscal year.
This action permanently resets the contract year, contract
number, and removes the fund code, payment schedule, and
AERT data. Contract items are removed from the
application. This status is set by users with permission to
defer applications and triggers the letter shown in Section,
512.92, “Exhibits.”

512.27 Servicing Unfunded Applications

At the end of each program funding period, generally the end of the fiscal year, eligible but
unfunded applications may be deferred to the next funding period and be changed to
“deferred” status in ProTracts. A deferral letter (see Section 512.92, “Exhibits™) will notify
the applicant of the options to continue with the application as is, modify the application, or
to cancel the application. Cancelled applications should be so designated in ProTracts. All
deferred applications will be promoted by the designated conservationist in the next fiscal
year.

Note: An application for any deceased person will be canceled by the designated
conservationist. Successors wishing to continue the application must sign a new
application.
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Part 512 — Conservation Program Contracting
Subpart D — Program Payment Schedules
512.30 Methods of Making Conservation Program Payments

A. Payment Methods

(1) Payments for conservation program contracts (CPCs) obligated through ProTracts after September

30, 2007, will be based on the following:

(i) Payment rate (PR) documented in approved payment schedules will be used for most payments
using financial assistance (FA) funds. PR is based upon estimated incurred costs and income
foregone associated with practice implementation.

(if) Actual cost, not to exceed a specified maximum (AM), will be used for technical service
provider (TSP) payments (Code 900 series practices for services of conservation planning,
design, construction layout, and construction checkout for a program funded practice) using
technical assistance (TA) funds.

(iii) Payment schedules are used to document payment rates administered through ProTracts for the
following programs:

e Environmental Quality Incentives Program (EQIP)
e Agricultural Management Assistance (AMA) Program
e Conservation Stewardship Program (CSP) FY 2017 and later
(iv) Payment schedules also support programs and initiatives that use the authority of these programs
to deliver financial assistance such as the Regional Conservation Partnership Program (RCPP).

Note: Program payments that use a calculation based upon a percentage multiplied by the actual
cost of practice installation or “cost-share,” are no longer used for establishing contract payments
after October 1, 2007. ProTracts no longer uses actual costs or percent “cost-share” to calculate
program payments; therefore, concern regarding overpayment or underpayment is no longer
relevant.

(2) During FY 2007, average cost (AC), actual not to exceed a maximum (AM), and flat rate (FR)
methods were authorized for financial assistance obligations. Contracts obligated in FY 2006 and
earlier used methodology associated with AM, FR, and similar payment methods.

B. Definitions and Guidance

Definitions, methods of payment and detailed guidance for development of payment schedules are
found in the following directives:

(i) Title 440, Conservation Programs Manual (CPM), Part 502, “Terms and Abbreviations
Common to All Programs”
(ii) Title 300, Payment Schedule Handbook (PSH), Part 600, “Payment Schedules”

512.31 Payment Schedules

A. Scope of Payment Schedule Use

Effective October 1, 2007, payment schedules are used to document all authorized costs and payment
rates used to support applicable authorized programs administered through ProTracts. All contracts
prior to this date are supported by cost lists using other payment methodology. Payment schedules must
document estimated incurred costs for implementation of conservation practices meeting NRCS
technical standards, cost effectiveness to achieve the desired environmental benefit, and adhere to
program requirements. Payment schedules are required to provide a description (scenario) and cost data
within the context of a program’s authority to justify a payment rate for each conservation practice,

(440-512-M, 1st Ed., Amend. 111, Jan 2017)
512-D.1


http://directives.sc.egov.usda.gov/25381.wba
http://directives.sc.egov.usda.gov/25381.wba

Title 440 — Conservation Programs Manual

enhancement or activity supported by a program. The documentation of typical practice costs in
payment schedules and the process to develop program payment rates are an inherently governmental
activity. The methodology the agency uses to develop payment rates and the documentation of
estimated costs in published payment schedules may be shared with State Technical Committees, the
public, and other partners.

B. Requirements for Developing Payment Schedules

1)

(2)

3)

(4)

()

National Process.—The agency has established a national process for development, review, and
approval of all payment schedules used to support payment rates in program contracts administered
through ProTracts. All payment schedules must be recorded and documented in the Payment
Schedule Application (PSA), the agency-approved Web-based business tool specifically designed to
manage the national process.

Program Neutral. —Payment schedules, using “program neutral” costs, will be developed for each
approved conservation practice, enhancement or activity each fiscal year. To manage final cost list
payment rates, State Conservationists must establish program payment percentages in each payment
schedule as allowed per 440-CPM, Part 512, Subpart D, Section 512.33, “Maximum Program
Payment Percentages,” and subject to the following:

Unless specified through national guidance, State Conservationists (STCs) must establish
appropriate program payment percentages for each cost category based upon input from State
Technical Committees, partners, or other stakeholders. Additional guidance is provided in Title
300, Payment Schedule Handbook, Part 600, Subpart B, Sections 600.10 and 600.13, and section
512.33 of this manual.

Technical Standards.—All program practices implemented with financial and technical assistance
must meet the minimum technical design criteria of the conservation practice standard, activity, or
planning criteria published in the Field Office Technical Guide (FOTG), except CSP. Refer to Title
300, Payment Schedule Handbook (PSH), Part 600.13. Costs documented in a payment schedule
must be appropriate to meet the definition and purpose of the FOTG criteria and achieve a positive
environmental effect as documented in the Conservation Practice Physical Effects (CPPE) database.
One Payment Schedule per Practice.—Payment schedules may only address the costs associated
with a single stand-alone practice and as defined in the practice standard or planning requirements.
Stand-alone practices may not be bundled or included in another practice payment schedule (e.g.,
Pump Practice (533) may not be included in the payment for Irrigation Pipeline (430)). Additional
guidance is provided in 300-PSH, Parts 600, Subpart B, Sections 600.13 and 600.25, and 440-CPM,
Part 507.

Cost Categories.—Cost categories appropriate for each program are described in 440-CPM, Part
512, Subpart D, Section 512.33, “Maximum Program Payment Percentages.” Not all cost
categories are appropriate for all practices. Refer to 300-PSH, Part 600, Subpart F, Section 600.51,
“Practice Definition, Purpose, Lifespan, Cost Categories,” and other annually issued technical
references for additional guidance for appropriate use of cost categories. Only those cost categories
that are authorized for program payment and typically needed for an approved practice scenario will
be documented in payment schedules.

(6) Scenario Requirements.—The payment schedule scenario provides a general description of typical

practice application for a commonly occurring resource setting:
(i) The scenario is used to—
o Establish a basis for determination of the commonly used components and activities
associated with a practice.
e Broadly approximate the typical application of a practice to address a resource concern in a
region or State.
o Document the estimated incurred costs, foregone income, and the most applicable typical
payment rate.
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o Assist the field planner with selecting the most appropriate scenario for the resource setting
regardless of the final payment rate.

(if) The scenario is not used to—

o Dictate the technical requirements or design of a practice.
o Represent application of a practice for a geographic area less than that of a State.
o Develop a description of every situation that may exist where the practice is applied.

(iii) Practice scenarios are initially established by national technical leads for each practice,
enhancement or activity to address common application of a practice for typical resource
settings.

(iv) The national process provides opportunity for States and regional teams to modify or add
additional scenarios needed to address typical practices that may not be addressed in nationally
established scenarios.

Note: For FY 2017, States are not allowed to modify or add enhancements for CSP
consideration.

(v) The maximum number of scenarios that may be developed for a specific practice payment
schedule must be established by the national technical lead.

(vi) Additional guidance and minimum requirements for documentation of payment schedule
scenarios is found in 300-PSH, Part 600, “Payment Schedules.”

(7) Incomplete Practice Scenarios Are Not Allowed.—Program payment scenarios that describe
incomplete practices, partial payments, components, or activities that do not meet the purpose,
definition, and minimum requirements of the practice standard are not allowed. See section
512.67B(1) for additional guidance.

(8) Estimated Incurred Cost and Income Foregone.—Practice payment rates are based on the estimated
incurred costs and income foregone associated with practice implementation. This eliminates the
need for collection of receipts or invoices for payment purposes and streamlines the delivery of
program benefits.

(i) Estimated incurred costs are based upon the typical costs of components and activities for
practice implementation as documented in payment schedule cost categories. Only those
components and input costs needed to meet the minimum requirements of the practice standard
to address the identified natural resource concern based upon typical site conditions may be
documented in a payment schedule.

Note: See CSP policy for additional guidance on enhancements, components and input costs.

(ii) Estimated costs associated with income foregone may be allowed for certain agency-approved
conservation practices if practice implementation typically results in significant net income loss
due to a change in land use or land taken out of production. Calculated cost representing
income foregone is not to be confused with previous authority associated with “incentive
payments,” which are not allowed. The amount of income foregone allowed in payment
schedules is limited to the estimated “annual” net loss during the year of practice
implementation, not the estimated loss over the life of practice.

e The calculation for inclusion of foregone income in payment rates is subject to approval by
the Deputy Chief for Programs and uses the same rigorous process for other estimated
incurred costs. Additional guidance and details when this cost is appropriate can be found
in 300-PSH, Part 600, Subpart C, Section 600.23, “Cost Category Guidance.”

e Only certain practices, approved by the Chief, are eligible to include costs associated with
income foregone.

(iii) Quantities associated with incurred costs and income foregone must not be arbitrarily adjusted
in order to obtain a desired payment rate. See Section 512.31C(3), “Cost Data Requirements.”
After development of the payment schedule, including estimated costs, quantities and payment
rate, the State Conservationist may adjust the program payment percentage to calculate a final
acceptable payment rate per Section 512.33, “Payment Schedules.”
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(9) Considerations to Address Least Cost.—Cost effectiveness is defined in regulation and 440-CPM,
Part 502, “Terms and Abbreviations Common to All Programs,” as the least costly option for
achieving a given set of conservation objectives to address an identified natural resource concern.
Consideration to achieve least cost must be used during the following activities and methodology
used to support development of appropriate payment rates which meet requirements of cost
effectiveness:

(i) Payment Schedule Components.—The selection of components or inputs will be based on what
is typically needed to meet the minimum requirements of the practice standard, address the
resource concern, and also represent the least-costly alternative.

Note: For CSP only, components and design requirements must meet the difference between the
minimum requirement of the standard and the enhancement criteria.

(if) Payment Schedule Payment Percentages.—The selection of an appropriate payment percentage
should also consider the minimum or least-costly percentage needed to encourage participation
in the program. Program payment percentages are recorded in payment schedules to establish
the percentage of typical expenses for each cost category that may be included in the final
payment rate.

Note: Payment percentages under the CSP program are nationally determined.

(10) Practice Lifespan.—The payment schedule should include components that allow the practice to
be operated for the specified lifespan and to meet the intended conservation purpose of the standard,
activity, or planning criteria. This does not require that each funded component by itself meet the
lifespan, but rather that the combined total of all required components together serve to allow the
practice to meet the intended lifespan if operated and maintained according to the required operation
and maintenance (O&M) plan. Specific components originally included in the payment schedule
which alone cannot meet the lifespan requirement may need to be replaced or repaired according to
the O&M plan. Program participants are responsible for expenses associated with O&M.

(11) Business Tools.—To provide timely final approval to program payment rates for program
opportunities in any fiscal year, all conservation practices and activities, payment schedules, and the
following business tools must also be updated and ready to use prior to program announcement
(Refer to 300-PSH, Part 600, Subpart E, Section 600.40):

(i) Conservation Practice Standards (CPS) database
(ii) Conservation Practice Physical Effects (CPPE) database
(iii) Practice Average Annual Costs (PAAC) database

(12) Quality Review.—All payment schedules will be reviewed for quality assurance purposes before
released for use. Additional quality assurance may be performed on existing scenarios to ensure
technical and programmatic policy adherence.

C. Cost Data Requirements

(1) The cost data documented in payment schedules is critical for developing appropriate payment rates
to support NRCS programs and is managed by the national Cost Team. Cost data documented in
payment schedules must meet the guidance provided in 300-PSH, Part 600, and the following
criteria:

(i) Necessary to ensure the purpose, definition and technical requirements of the conservation
practice standards, activity, and enhancement criteria to be met.

(ii) Support the implementation of a conservation practice, enhancement or activity based on the
typical scenarios that address resource concerns in common resource settings.

(iii) Consolidated data which reflects national, regional, or State geographic areas.

(iv) Based on credible sources that offer estimates of incurred costs.

(v) Are appropriately based on program authority and purposes. .

(vi) Represent the least-cost component as determined in 300-PSH, Part 600, Subpart B, Sections
600.11 and 600.13.
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(2) Payment schedule components will be reviewed annually and updated by the national Cost Team if
there is a significant increase or decrease in estimated costs. Costs may also change based upon
revisions to practice standards, activity, and enhancement criteria which may impact the appropriate
components or undertakings required by the practice each fiscal year. Refer to 300-PSH, Part 600,
Subpart C, Section 600.20, “Developing Cost Data.”

(3) Costs documented in payment schedules must not be based upon a predetermined or desired
payment rate, goal, or target amount, including historical perceptions of the amount of payment
needed to provide incentive to participate in programs.

(4) Geographic Area Requirements
(i) Payment schedules must be based upon typical resource settings representing a national,

regional, or geographic area. Refer to 300-PSH, Part 600, Subpart C, Section 600.21.

(ii) To the extent possible, cost data must be consolidated to represent expense associated with
practice implemented in common resource settings, economic considerations, and similar
technology needs as defined in the scenario.

(5) Accepted Data Sources
(i) Sources of component data must be credible, reliable, consistent, and efficient. Refer to 300-

PSH, Part 600, Subpart C, Section 600.22.

(ii) Data sources should provide long-term historical accuracy and demonstrate statistical accuracy
that, if needed, can be duplicated or verified.

(iii) Data source must represent typical national or regional costs, but, if needed, may be indexed to
costs represented at a scale of a State geographic area.

(iv) State and local data may be useful in situations where quality national data sources are not
available.

(v) After approval of payment schedules and rates, sources of data should, to the extent possible, be
freely available without restriction for reasons of proprietary ownership, trademark, or patent
laws. Some data may need to be protected to conform to protection of sensitive personal
identifiable information (PIl) or other confidential information. Refer to 300-PSH, Part 600,
Subpart C, Section 600.22, “Protection of PIl or Proprietary Data.”

512.32 Payment Schedule Transparency and Posting

A. Payment Schedule Application (PSA) Tool

(1) Inaccordance with this subpart, payment schedule workbooks are developed and maintained using
the PSA. The PSA facilitates the development, approval, and management of payment schedule
scenarios among regions and States for consistency, national oversight, and to meet agency
responsibilities to implement program statutory requirements.

(2) The PSA is an internal agency Web-based tool accessible by authorized users based on zRoles
permissions. The PSA fully integrates the process approved by the agency to generate approved
payment rate cost lists used to support Customer Service Toolkit (CST), contracting software
(ProTracts), and other agency business tools. PSA provides oversight to assure adherence to policy,
protection of proprietary cost data, tracking of annualized costs, and reports for posting to the FOTG
for transparency and public inspection.

B. Final payment schedule rates and cost lists must be approved by the STC, posted to the State Web site
and FOTG, and electronically transmitted from PSA into ProTracts before proceeding with CPC
development. Once payment schedules (i.e., Scenario Detail Reports in PSA), payment rates, and available
practices have been publicly announced for each program (posted to FOTG and the State programs’ Web
sites and electronically transmitted from PSA into ProTracts), the list of eligible practices, cost lists, and
associated payment rates offered may not be modified. If needed, additional cost lists may be created in
PSA and electronically transmitted into ProTracts when new programs and initiatives are announced and
offered if existing payment schedules do not support the new opportunity. Refer to 300-PSH, Part 600,
Subpart A, Section 600.3; Subpart B, Section 600.15; and Subpart D, Section 600.32.
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(1) Prior to public posting of PSA-generated payment schedules, all private, personal, or confidential
identifying information must be redacted or removed. Posting PSA cost data and payment
schedules meets the requirement for transparency by making available to the public the process and
data justification used by the agency to develop approved payment rates for program benefits.

(2) States must use the ProTracts rule checker to verify that all payment schedule formatting and
payment methods are accurate based on any unique program requirements.

(3) Payment schedule cost lists must be publicly announced and posted on the State Web page no less
than 30 days prior to the beginning of any scheduled program ranking period.

C. The payment schedule used to support the CST and ProTracts is a listing of all eligible conservation
practices, enhancements, and activities for defined geographical areas and must be identical for each
program and practices supported for program payment. The final approved cost list uploaded into CST and
ProTracts consists of payment rates derived from payment schedules defined in agency policy and the
Payment Schedule Handbook.

Note: Payment rates or cost lists that are not documented in an approved PSA payment schedule may
not be used for program payments in ProTracts.

D. For payment schedules developed to address program assistance through formal agreements per Section
512.33B(2), “Determining Program Payment Percentages,” additional consideration must be provided for
coordination with partners for publication and announcement of payment rates. Such coordination is
necessary when partners are providing financial assistance in addition to NRCS program payments to ensure
practice payment rates are an appropriate amount, such that the combined total financial assistance to the
participants from NRCS and the partner must not exceed the amount needed to encourage voluntary
adoption of the practice.

512.33 Maximum Program Payment Percentages

A. Maximum Payment Percentages and Authorized Cost Categories

The maximum payment percentages are payment limitations authorized by the Chief or his designee
within authority provided through applicable program statutes or regulations. Figure 512-D1 provides
the maximum payment percentages allowed for each program and cost category as approved by the
Chief or his designee.

Figure 512-D1

Cost Category and Program Matrix for Payment Schedules:
Maximum Program Payment Percentages by Program and Cost Category

Programs => EQIP and AMA CSP 3/
L. Suites of
Cost Cla}tegory Pg\)rigz'l[eaxr o Srzztgrgg?\l:a)(lj Enhancements Enhancements Practices
g (Bundles)
Materials 75% 90% 100% 115% 10%
E‘ﬂrﬁ‘s'fa'nzggor 75% 90% 100% 115% 10%
Labor 4/ 75% 90% 100% 115% 10%
Mobilization 75% 90% 100% 115% 10%
Acquisition of
Technical 75% 90% 100% 115% 10%
Knowledge 2/
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Foregone

100% 100% 100% 115% 10%
Income

The “historically underserved” category includes limited-resource, beginning, socially disadvantaged, veteran, and
Tribal producers. Program payment percentages for historically underserved participants must be at least 25
percent above the otherwise applicable program payment percentage, not to exceed a 90-percent rate.

Note: The maximum payment limitations are established by statute, not to be confused with cost-share
percentages based upon actual cost.

Conservation activities, as defined in EQIP policy, are subject to maximum payment percentage rates (i.e., 75
percent and 90 percent HU). For CSP only, there is no increased payment percentage for HU participants.

1/ Cost categories currently approved to document costs in Payment Schedules. Costs associated with “Operation
and Maintenance,” “Risk,” and “Administrative/Permit Costs” are not permitted to be used in payment schedules.

2/ This category supports incurred costs specifically identified in the practice standard needed to successfully
implement the conservation practice, enhancement or activity, but not for travel-related expenses.

3/ The maximum payment percentage rates as defined in CSP policy for enhancements, suites of enhancements
(bundles) and practices are 100 percent, 115 percent, and 10 percent, respectively. Note: Practices equal 10
percent or a factor determined by the Chief.

4/ Conservation activity plans authorized through EQIP are limited to this labor category only.

B. Determining Program Payment Percentages

(1) Each specific program statute and regulation provides authorization that extends to the Chief or
designee to establish agency policy for issuing appropriate program payments. The percentages for
each practice and payment schedule cost category that have been approved by the Chief are shown
in Figure 512-D1, “Cost Category and Program Matrix for Payment Schedules.” For certain
nationally established program opportunities that need to be offered consistently throughout the
nation, payment percentages may be established through guidance for specific practices or
initiatives. For all other situations, the Chief delegates authority to the STC, with input from State
Technical Committees, to set the payment percentage for each program within each State and
payment schedule according to policy in section 512.31B(2). Absent any national guidance, STCs
are encouraged to assign consistent program payment percentages for each practice used within the
State regardless of program opportunity.

(2) When the agency enters into a formal agreement with partners who provide financial support to help
implement program initiatives, the Chief or State Conservationists must adjust NRCS program
payment percentages to provide practice payment rates to an amount such that the total financial
assistance to participants from NRCS and the partner does not exceed the amount needed to
encourage voluntary adoption of the practice.
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Part 512 — Conservation Program Contracting

Subpart E — Contracting

512.40 Participant Responsibilities

NRCS requires a conservation program participant to—

)
)
©)
(4)

(5)

(6)

(7)

(8)

(9)

Implement conservation practices and activities according to the schedule and
technical specifications in a conservation program contract (CPC).

Submit to NRCS an application for payment on Form NRCS-CPA-1245, “Practice
Approval and Payment Application.”

Notify NRCS if the participants will receive payment from another source in addition
to the program payment requested.

Allow free access, in accordance with the provisions of the CPC appendix terms, to
the land under contract for NRCS and its agents to provide technical assistance and to
inspect the work at any reasonable time during the contract period of performance.
Upon violation of a program requirement, forfeit all rights to further payments under
the contract, refund to NRCS all contract payments received, and pay liquidated
damages upon termination of the contract according to the applicable CPC appendix.
Upon loss of the participants rights and interest in the land unit during the contract
period, forfeit all rights to further payments under CPC. It is the participant’s
responsibility to provide written notice to NRCS within the timeframe specified in
the CPC appendix of either the voluntary or involuntary loss of control of land
covered by a contract.

Upon cancellation or termination of the contract, refund to NRCS all payments made
under the contract, unless the cancellation or termination is due to situations cited in
Section 512.57A, “Cancelling and Terminating Contracts.”

Maintain the conservation treatment installed on the land unit, as provided in the
contract, for the lifespan of each conservation practice, as identified on Form NRCS-
CPA-1155, “Conservation Plan or Schedule of Operations,” or Form NRCS-CPA-
1156, “Revision of Plan/Schedule of Operations or Modification of a Contract.”
Apply or commence a financially assisted practice or activity within 12 months of
contract obligation, unless the participants requests a waiver in writing and it is
approved in accordance with section 512.45C.

(10) Complete contract items as scheduled. Financial assistance contract items may be

accomplished and request for payment made at any time prior to the year scheduled.

(Exception: Conservation Security Program and Conservation Stewardship Program

out-year contract items do not have funds obligated to them and, therefore, cannot be

paid ahead of schedule.)

(i) Annual payment limitations outlined in section 512.45A(2) may not be waived
for items completed ahead of schedule.

(if) When contract items cannot be completed in the year scheduled, but will be
completed no later than 1 year after the originally planned year, a contract
modification in ProTracts is not required to reflect the delay of implementation of
the practice. However, when this provision is used, it will be noted on a formal
contract review using Form NRCS-CPA-13 because the practice application is
not on schedule. Refer to Section 512.55, “Contract Reviews,” for the
requirements.
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(iii) Contract items may not be repeatedly delayed or rescheduled to avoid a
potential contract violation determination. As provided in the contract terms and
conditions, all required treatment must be implemented prior to contract
expiration, and for contracts obligated prior to February 8, 2014, at least 12
months before the end of the contract period (excluding Conservation Security
Program and Conservation Stewardship Program annual payments).

(11) Share responsibility for ensuring that Form NRCS-CPA-1155, “Conservation Plan

or Schedule of Operations,” is accurate and complete. NRCS has no authority to
compensate participants for practices or activities that are not in the contract at the
time of obligation.

(12) Comply with all requirements, as identified in the CPC appendix.

512.41 Joint Agreements

Joint agreements are formalized group contracts in which—

1)

()

©)

Two or more eligible applicants on two or more operations, intending to substantially

pool resources, efforts, finances, or other contributions to mutually address the same

resource concerns, may organize as a group. Joint participation is permitted when it
will result in greater environmental benefit than individual participation or in a cost
savings.

Individual applications filed under a joint agreement are ranked as one application

just as if a single application for the joint agreement were submitted and signed by all

parties

(i) Example 1.—Ten dairy farms want to construct an anaerobic digester. It might
be considered equitable to calculate a flat rate (dollar amount per ton per year)
and assess the cost against each participant based on the volume of manure to be
supplied to the digester by each farm.

(if) Example 2.—A water-runoff control measure involves 1,000 units of a practice
on farm one and 200 units on farm two. On farm one, 20 acres are benefited, and
on farm two, 80 acres are benefited. It might be equitable to base the division of
cost on each participant benefited acreage.

Participants may enroll in joint agreements according to guidelines established for

each program and described in the applicable part of Title 440, Conservation

Programs Manual (CPM). All joint agreements must also—

(i) Identify responsibilities of each party or member of the agreement. Parties may
provide formal documentation of the joint agreement outside the CPC’s
parameters. However, NRCS will enforce the joint agreement and administrative
actions based on the participants signing the CPC and the shares established to
each participant. A signatory indicator check box on Form NRCS-CPA-1202,
“Conservation Program Contract,” must be marked, designating who may sign
for modifications and contractual changes in payment shares. Any CPC
participant may sign the application for payment as long as the payment shares
remain as contracted.

(ii) Include specific provisions for installing, operating, maintaining, and replacing
conservation improvements that benefit multiple participants.

(iii) Be legally sufficient to bind all agreement participants to comply with its
requirements.
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512.42 Establishing CPCs in ProTracts

A. Preapproval of Applications.—For an application that ranks high enough to be selected for
a contract, as described in Section 512.25, “Evaluating Applications,” the designated
conservationist or others with the delegated authority and appropriate ProTracts permissions
will—

(1) Promote the application in ProTracts to “preapproved” status.

(2) Notify the applicants of preapproval. This notice specifies a response date for the
applicants to provide additional information NRCS may need to complete a contract.
(See section 512.94 or applicable CPM part for letter templates on preapproval for a
CPC.) Each individual or business expecting to receive a payment should also be
given Standard Form (SF) 1199A, “Direct Deposit Sign-Up Form,” for establishing
an electronic banking record.

(3) Finalize and verify the contents of Form NRCS-CPA-1155, “Conservation Plan or
Schedule of Operations.”

(4) Verify the participants have provided to NRCS written authorization from the
landowners to implement structural or vegetative practices. Landowners may sign the
contract as having zero share of contract payments or responsibility to implement the
contract, but indicating consent for installation of practices.

(5) Establish the following information for each contract participants and assignee
receiving a payment:

(i) Vendor code information

Note: An active vendor code information is required in ProTracts before an
application can be changed to “approved” status.

(ii) Electronic banking information on SF-1199A, “Direct Deposit Sign-Up Form”

(6) Preapproval of an application does not guarantee a contract will be approved and
obligated.

B. Approval of Applications

(1) Preapproved applications that have all required items included and for which
adequate funds are available in the applicable subaccount may be approved by the
designated conservationist.

(2) Applications must be approved for funding based on the ranked order.

(3) Complete Form NRCS-CPA-1155, “Conservation Plan or Schedule of Operations,”
with the affixed technical adequacy signature; Form NRCS-CPA-1202,
“Conservation Program Contract”; and the CPC appendix and obtain signatures from
each participant receiving a payment share for the contract. A participant may sign
with a zero share and acknowledge acceptable signature for payments (for example, a
spouse’s signature) or may sign as a landowner to indicate concurrence to implement
structural or vegetative practices.

(i) For legal entities, signature authorities are established at the time Form CCC-901,
“Members Information,” or Form CCC-902, “Farm Operating Plan,” is filed (as
specified in Section 512.21, “Signature Authority”).

(if) For individual participants, business type 1, signature authority was established
at time of establishing Farm Records with FSA or through submission of Form
CCC-9021, “Farm Operating Plan for an Individual.”

(iii) Where two or more participants are listed on a contract (for example, a joint
operation), the distribution of contract shares must be commensurate with the
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shares that each has in the agricultural operation and identify one individual to
serve as the contract decision maker on the Form NRCS-CPA-1202,
“Conservation Program Contract,” signature page. Participants must not adjust
payment shares to avoid payment limitations or other program requirements. The
decisionmaker becomes the point of contact for correspondence relating to the
contract.

(iv) Participants must acknowledge the signature requirements for modifications on
the Form NRCS-CPA-1202, “Conservation Program Contract,” signature page.
Where the signature block is checked “yes,” subsequent Forms NRCS-CPA-
1156, “Revision of Plan/Schedule of Operations or Modification of a Contract,”
will be generated with the signature block for the indicated participants or
participants. Signatures are required on Form NRCS-CPA-1156, “Revision of
Plan/Schedule of Operations or Modification of a Contract,” for all participants
checking “yes” on Form NRCS-CPA-1202, “Conservation Program Contract” or
Form NRCS-CPA-152, “Conservation Program Contract Transfer Agreement.”

(v) Participants must acknowledge the acceptable signature requirements for
payments on the Form NRCS-CPA-1202, “Conservation Program Contract,”
signature page. Where the signature block is checked “yes,” any of the
participants may sign Form NRCS-CPA-1245, “Practice Approval and Payment
Application,” representing all other participants. Form NRCS-CPA-1245,
“Practice Approval and Payment Application,” requires a signature from one
participant represented on Form NRCS-CPA-1202, “Conservation Program
Contract” or Form NRCS-CPA-152, “Conservation Program Contract Transfer
Agreement.”

(4) Enter the date the participants signed these documents in Protracts in “Participant(s)

Information.”

C. The obligation review is completed by the “Fund Manager Obligation Approval” role.

(1) The State-designated second-level obligation reviewer validates the items shown in
Section 512.3B(4), “NRCS Responsibilities.”

(2) Second-level obligation reviewer approves or rejects the obligation using the Fund
Manager process, “Accept/Reject Obligations.” If the obligation is rejected, field
staff must return the application to “Pending” status by means of “undo status,”
correct the problems that led to the rejection, and repeat the applicable steps
described above prior to reinstating an approved application.

D. Obligation

The NRCS approving official affixes their electronic signature on NRCS-CPA-1155 and
NRCS-CPA-1202 and obligates funds in the Financial Management Modernization
Initiative (FMMI) with the “sign contract” function in ProTracts.

512.43 Components and Assembly of Contract File

A. Contract Document Management

(1) Documents used to support conservation program contracts are required to be stored
in the electronic Document Management System (DMS), which is accessible to
employees with acceptable zRoles permissions in ProTracts. Use of DMS is required
for the following:
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(i) Management of documents that support contracts from fiscal year 2015 and
forward.
(if) Contracts prior to fiscal year 2015 must utilize a sequential migration strategy for
contract support documents utilizing these guidelines:
e Upload documents during routine contract management activities such as
making payments or modifications.
e Upload the key documents that support the contract remaining lifecycle that
document signature authority and support payment reviews.

Note: For additional information on DMS refer to paragraph B, below; also, a copy
of the DMS current guide can be found on the ProTracts home page.

Program contract filing and disposition policy is contained in Title 120, General
Manual (GM), Part 408, Subpart D, “Records Guide.” Refer to the records guide for
detailed disposition information concerning the period of time in which CPC records
are to be maintained for the following:

(i) Completed, expired, cancelled, or terminated program contracts after final
payment. (See 120-GM, Part 408, Subpart D, Section 408.62, guidance under
“File Code 120-11-11-13, Contracts™)

(ii) Original, signed copies of all cancelled, deferred, disapproved, or ineligible
applications.

(iii) Records relating to policy, procedure, and implementation of the conservation
program, such as ranking criteria, cost lists, payment schedules, and general
operating instructions for a given year. (See 120-GM, Part 408, Subpart D,
Section 408.62, guidance under “File Code 300, Land Treatment Programs”)

State Conservationists may supplement this section to clarify filing requirements

within each State (see section 512.0J). Guidance for assembling and using a six-part

folder is in Section 512.107, “Checklist for Six-Part Folder.”

B. Filing Contract Documents

)
)

©)

All critical contracting documents are required to be uploaded to DMS. See figure

512-E1 for examples.

Items that are optional in DMS must be easily accessible for upload to DMS should

NRCS or the participants request to have it available for their use in the Conservation

Client Gateway.

Privacy protection actions must be enforced for all personally identifiable

information (PII). The following forms must be on file when applicable, but they

contain sensitive information and may only be maintained in a hardcopy CPC case
file, uploaded into DMS, or both. Documents containing Pl must not be left
unattended in open spaces and must be kept under reasonable custodial control.

When not included in the CPC case file, a cross-reference notation must be included

as to their location.

(i) Standard Form (SF) 1199A, “Direct Deposit Sign-Up Form,” or Form NRCS-
FNM-060, “Electronic Funds Transfer Hardship Waiver Request,” with original
signatures of participants receiving a payment

(i) Form CCC-901, “Members Information,” or Form CCC-902, “Farm Operating
Plan,” for businesses, along with any required documents supporting signature
authority of the business representative

(iii) Form CCC-902I, “Farm Operating Plan for an Individual,” if used by individual
participants and provided to NRCS

(iv) Payment assignments (Form NRCS-CPA-1236, “Assignment of Payment,” with
original signatures)
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Figure 512 -E1

DMS Upload Documents

Document Required | Internal Additional Info
View
Only

Form NRCS-CPA-1200, | Yes No Including any attachments, such as

“Conservation Program verifications of a participant’s interest in an

Application” agricultural operation, and determination of
land eligibility

Joint agreement Yes No see section 512.41

Form NRCS-CPA-1202, | Yes No Must include NRCS contract approver’s

“Conservation Program electronic and participants’ original signatures

Contract” and dates
Note: For prior-year contracts in which the
obligation date and electronic signature of the
NRCS approving official were not saved at the
time of obligation, the designated
conservationist will verify using the ProTracts
“obligation history” function and manually
annotate this information in the CPC case file.

CPC appendix Yes No Must include original participant signatures
and dates corresponding with the signature
dates on Form NRCS-CPA-1202,
“Conservation Program Contract”

NRCS-CPA-1155, Yes No Must include participant signatures and date

“Conservation Plan or

Schedule of Operations”

Plan map Yes No Must clearly identify the land to which the
contract applies and location of planned
practices

NRCS-CPA-1156, Yes No

“Revision of

Plan/Schedule of

Operation or

Modification of a

Contract”

Standard Form (SF) Yes No

1199A

Documents establishing | Yes No Example: corporate charters, articles of

signature authority organization, or trust agreements for signatures
obtained prior to execution of Form CCC-901,
“Member’s Information,” or Form CCC-902,
“Farm Operating Plan,” indicating authorized
signatory

Form FSA-211, “Power | Yes No Must indicate authority for use with all NRCS

of Attorney”

programs

Note: A notarized Form NRCS-CPA-09
“Power of Attorney,” for signatures obtained
prior to issuance of Form FSA-211, “Power of
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Attorney,” (revision 12-17-08) and related
documents supporting signature authority

Environmental
evaluations and
assessments

Yes

No

Must include required signatures and approvals
(including cultural resource and at-risk species
considerations)

Form NRCS-CPA-13,
“Contract Review”

Yes

No

Form NRCS-CPA-1245,
“Practice Approval and
Payment Application”

Yes

No

Must include original participant signatures
and date.

Must also include checkout notes and other
support data to document technical

certification of practice completion and support
proper practice payment

Form NRCS-CPA-153,
“Agreement Covering
Non-Compliance with
Provisions of Contract”

Yes

No

Cross-references to
other programs that may
be contributing to the
implementation of the
CPC

Yes

No

Approved waivers

Yes

No

Special payment
documentation

Yes

Optional

Audits appeals, and
mediation records

Yes

Optional

Spot checking
documents

Yes

Optional

Any other documents
incorporated into the
CPC by reference in the
CPC appendix

Yes

No

Additional maps

No

No

Example: Location map or soils map

Job sheets

No

No

As referenced from the conservation plan

Worksheets

No

No

As referenced from the conservation plan

Conservation assistance
notes

No

No

Should be concise, factual statements that
document information relating to significant
activities and situations, such as—
¢ Planning and application materials
delivered (participants copy of contract,
job sheets, and engineering data)
e Documentation of site visits
e Annual contract reviews
e Potential noncompliance with contract
provisions and actions taken
e Scheduling arrangements
e Correspondence and agreements reached
with the participants that are not
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documented in other parts of the contract
and may be useful in followup

Conservation practice No No
designs, drawings, and
specifications

Documentation supplied | No No
by technical service

providers

Operation and No No
maintenance agreements

General correspondence | No No

Note: If additional information is needed on mandatory documents uploaded into
DMS, a State may supplement this part of the manual.

512.44 Special Provisions for Conservation Program Contracts

A. The CPC appendix provides additional terms and conditions to the contract, including a
summary of the following special provisions:

(1) Certification regarding lobbying if the CPC obligation exceeds $100,000 (2 CFR Part
418)

(2) Certification regarding maintenance of a drug-free workplace (2 CFR Parts 182 and
421)

(3) Certification regarding debarment, suspension, and other responsibility matters (2
CFR Parts 180 and 417)

(4) Certification and assurances regarding compliance with provisions applicable to
financial assistance (2 CFR Part 200 has replaced 7 CFR Parts 3015, 3016, and 3019)

(5) Certification and assurances regarding compliance with provisions applicable to
requirements for Federal Funding Accountability and Transparency Act
implementation (2 CFR Parts 25 and 170)

B. Section 512.108, “Conservation Program Contract — Other Special Provisions,” provides a
detailed explanation of the certifications relating to lobbying; drug-free workplace;
debarment, suspension, and other responsibility matters; as well as other required
certifications and assurances.

Note: This document will be provided to CPC participants seeking additional details
about these certifications.

C. Section 512.109, “Conservation Program Contract — Special Provisions for Equal
Opportunity,” which provides an explanation of certifications relating to nonsegregated
facilities.

Note: This document will also be provided to CPC participants requesting more detail.
512.45 Contract Period and Payment Limitations

A. The contract expiration date will be established in ProTracts and displayed on applicable
Form NRCS-CPA-1202, “Conservation Program Contract”; Form NRCS-CPA-1155,
“Conservation Plan or Schedule of Operations”; and Form NRCS-CPA-1156, “Revision of
Plan/Schedule of Operations or Modification of a Contract.” See specific program manuals
for contract periods and payment limitations.
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B. Program-Specific Contracts

Use separate contracts if more than one NRCS program is providing financial assistance
(refer to section 512.60G(3) for additional information on potentially duplicative
payments).

C. Program Practice Requirements

(1) Failure to start a practice or activity according to the applicable program policy will
constitute noncompliance with the provisions of the contract. Follow procedures in
Part 512, Subpart H, “Violations.”

(i) The STC may waive this requirement, with extenuating circumstances and on a
case-by-case basis, if requested in writing by the participants prior to the end of
the twelve month requirement.

(if) The participants must agree to the revised practice application schedule on Form
NRCS-CPA-153, “Agreement Covering Non-Compliance with Provisions of
Contract,” which must include notification of consequences of failure to
implement as rescheduled. This waiver will expire on a date determined by the
STC, but no later than 1 year after the date of waiver approval.

(iii) If a practice has not been completed in accordance with the specific terms of the
waiver, prior to the waiver expiration, the contract will be terminated in
accordance with 440-CPM, Part 512, Subpart F, Section 512.57, “Cancellation
and Termination of Contracts.”

(2) Contract items may be accomplished at any time prior to the year scheduled.
Payments for items completed ahead of schedule are subject to annual funding or
program payment limits if they exist. See section 512.45A(2).

D. Contract Completion and Expiration

(1) Contracts are set to “completed” when all practices and conservation activities have
been installed and certified in ProTracts. For 2008 and Prior Farm Bill contracts, the
contract must have fulfilled the required minimum period of performance of 1 year
after the completion of the last practice. CSP contracts do not specify a minimum
period after completion of the last activity and have established expiration dates.

(2) Contracts expire at midnight on the expiration date stated in the contract. An expired
contract may or may not have had all practices completed. With proper contract
administration, contracts will not expire with open obligations. (Exception:
Conservation Stewardship Program contracts may expire prior to the final annual
payment.)

(i) The agreement is severed upon contract expiration, and further payments are not
authorized. All remaining undisbursed obligations must be deobligated.
Deobligation is accomplished by changing the contract status to “Complete” by
using the “Expired Contract” minor modification function within ProTracts.

(i) Participants with incomplete items must be notified of the contract’s expiration
and advised not to start any remaining contract items with the expectation of
financial assistance. However, if practice application was performed and
certified in ProTracts prior to CPC expiration, payment may still be authorized.
(See 440-CPM, Part 512, Subpart G, Section 512.69, “Special Payments.”)

(iii) Contracts may be modified to extend the expiration date within the statutory
contract length provisions only if approved by the NRCS approving official prior
to the contract’s expiration. Utilize the “contract maintenance” function within
ProTracts to identify active contracts that have expired or that will expire in
selected years. Written notice to the participants of contract expiration is not
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required for contracts that were completed as scheduled. See 440-CPM, Part
512, Subpart F, Section 512.55, “Contract Reviews,” for contracts expiring with
open contract items.

(iv) Contracts that had a modification initiated to extend the contract expiration date
must be approved before the contract expires.

Note: 2008 and Prior Year Farm Bill Contracts

When necessary to accommodate the regulatory requirement for the contract period
to have a minimum duration of 1 year after completion of the last practice, ProTracts
will prompt the user to process a “schedule completed” modification to set the
contract status to “completed.” The new expiration date will then be saved on the
applicable Form NRCS-CPA-1156, “Revision of Plan/Schedule of Operations or
Modification of a Contract,” for the participants notification and the signatory’s
concurrence to the new period of performance. This action can be completed during
the final practice payment, but not in the final year of a 10-year contract.

Note: 2014 Farm Bill Contract Completion and Expiration

Contracts will be set to “complete” when the final payment is approved.

Minimum contract expiration date must be equal to or greater than the date of the last
practice scheduled in the contract as indicated by the planned date recorded in
Toolkit

512.46 Signing and Approving Contract Documents

A. Participants Receiving Payments

All

individual participants receiving a share of the contract payment must sign the

contract (Form NRCS-CPA-1202, “Conservation Program Contract,” and Form NRCS-
CPA-1155, “Conservation Plan or Schedule of Operations™). For business participants
(entities or joint operations), only the signature of the authorized business representative
is required on these documents.

B. Faxed and Scanned Signature Acceptance

1)

()
©)

(4)

Signatures sent by fax or other electronic transmissions from participants are
acceptable for processing Form NRCS-CPA-1200, “Conservation Program
Application,” and Form NRCS-CPA-1245, “Practice Approval and Payment
Application.”

Documents may be accepted with original signature or electronically signed and
submitted to NRCS by eAuthenticated clients via the Conservation Client Gateway.
Faxed or scanned signatures, other than those obtained through Client Gateway, are
not acceptable on obligating documents (for example, contracts and contract
modifications, agreements covering noncompliance, and agreements transferring land
or payments in a CPC.)

Applicants and participants are responsible for successful transmission and
confirmation of receipt of information provided to NRCS through electronic
transmission. The date noted by the transmittal method on the program form or
document will be used to determine whether program deadlines and filing dates have
been met.

C. NRCS Required Signatures
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The designated conservationist will sign Form NRCS-CPA-1155, “Conservation Plan or
Schedule of Operations,” or Form NRCS-CPA-1156, “Revision of Plan/Schedule of
Operation or Modification of a Contract,” certifying the technical adequacy of the
conservation treatment in accordance with NRCS conservation planning policy. (See
440-CPM, Part 512, Subpart B, “Conservation Plan Schedule of Operation.”)

D. NRCS Approving Official

The NRCS approving official will use the “sign and obligate” function to approve and
affix an electronic signature to Form NRCS-CPA-1202, “Conservation Program
Contract,” in ProTracts, obligating funds for the contract only after the participants have
signed and dated the form. A copy of Form NRCS-CPA-1202 with the electronic
signature of the approving official must be saved in the document management system.
The participants signature will not be on the duplicate copy.

512.47 Numbering and Distributing Contracts

A. Contract Number Assignment

ProTracts electronically assigns a unique contract number when the contract application
is recorded.

B. Contract Distribution
Contract documents must be distributed as follows:

(i) Official documents are maintained by the field office where the contract is
administered

(ii) Copies to the participant designated as decisionmaker for the contract

(iii) Copies to other participants who are signatory to the contract, as needed

C. Supplementing this paragraph

State Conservationists may supplement this section to identify additional contract
distribution requirements by program. See Section 512.0K, “State Supplements to This
Part.”

512.48 Servicing Multistate Contracts

A. Multistate Contracts

CPCs are normally developed and administered within the State where the land is
located. Exceptions to this policy must be approved by each State Conservationist having
responsibility for the geographic field office (GFO) and servicing field office (SFO).
Such exceptions may be approved based on geographic barriers that have an impact on
groups of producers or based on an individual participant’s request. See Section 512.109,
“Examples of Servicing Multistate Applications and Contracts.”

B. Responsibilities

(1) When servicing of multistate contracts has been approved, the following
responsibilities apply to the respective field offices:
(i) The SFO will—
e Receive program applications.
o Confirm or establish the applicant records in the Service Center Information
Management System.
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Establish applications in ProTracts.
Determine applicant and land eligibility.
Collect data to rank or prioritize applications.
Provide technical assistance for contract development and implementation.
(ii) The GFO will—
o Establish eligible practices and activities, payment schedules, and technical
requirements.
¢ Rank and make funding selections among applicants.
Manage allocations and contract obligations for participants.
e Submit payment applications for second-level certification.

C. Changing ProTracts Permissions

The role grantor in each State will grant permissions based on completed Form AD-1143,
“Corporate Systems Access Request,” so that employees in the SFO and the GFO have
access to program applications and contracts at both locations.

D. Approving Contract Obligations and Payments

All authorizations to approve applications, contracts, and payment requests in ProTracts
and perform second-level review and approval of payment applications in FMMI will be

based on delegations established by the State Conservationist on where the land is
located.
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Part 512 — Conservation Program Contracting

Subpart F — Contract Administration

512.50 Modifications

A. Contract Changes

(1) If situations arise during the contract period that require changes to the conservation
plan or contract requirements, a copy of all modifications will be included with the
contract file. See Section 512.43, “Components and Assembly of Contract File,” for
policy regarding management of contract documents. The following categories
describe allowable and prohibited changes in the conservation program contract
(CPC).

(i) “Contract modifications” are specific changes to a contract that require the

(i)

signatures of the NRCS approving official and the participant. Contract
modifications are documented on either Form NRCS-CPA-1156, “Revision of
Plan/Schedule of Operations or Modification of a Contract,” or Form NRCS-
CPA-152, “Conservation Program Contract Transfer Agreement.” These forms
must be signed by the participants prior to approval by the NRCS approving
official, who must sign electronically.

Note: For information on land transfers see section 512.54.

“Minor contract changes” are defined as changes made to an Agricultural
Management Assistance (AMA), Environmental Quality Incentives Program
(EQIP), or Wildlife Habitat Incentive Program (WHIP) contract that do not
increase or decrease the current obligation by $500 or more, do not require
approval by an NRCS approving official, and do not require the participant’s
signature. Minor contract changes are captured in ProTracts. These include all
edits or updates made to a contract that do not require numbering, approval, or
participant-signed documentation. Changes of this nature will be recorded in the
history module in ProTracts, noted in the conservation assistance notes, and
reflected on the Form NRCS-CPA-1245, “Practice Approval and Payment
Application,” for changes at payment. Multiple minor changes must not be used
to avoid the review and approval process for modifications requiring NRCS
approval official signature. See section 512.50F, “Prohibited Changes in a
CPC.”

(iii) “Prohibited Changes” are changes that are not allowed in conservation program

contracts unless a specific exemption is granted.

B. Modification Process

(1) Due to the unique nature of the Conservation Security Program (CSP 2002) and
Conservation Stewardship Program (CSP 2008 and 2014) contract administration,
440-CPM, Part 518, and 440-CPM, Part 508, Subpart K, will contain the primary
guidance on CSP contract modifications.

(2) Modifications will be submitted for approval to an NRCS approving official.
Approved modifications must be documented on Form NRCS-CPA-1156, “Revision
of Plan/Schedule of Operations or Modification of a Contract,” or Form NRCS-CPA-
152, “Conservation Program Contract Transfer Agreement,” depending on the type
of changes made. The modification will be signed by NRCS verifying technical
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adequacy. Verification of technical adequacy does not indicate the modification has

been approved by NRCS or that the participants may proceed with implementation.

When participant signatures are required, contract participants must sign and date the

appropriate form after technical adequacy certification and prior to NRCS’s

electronic approval and obligation. Modify contracts through ProTracts as follows:

(i) Generate through ProTracts Form NRCS-CPA-1156, “Revision of Plan/Schedule
of Operations or Modification of a Contract,” or Form NRCS-CPA-152,
“Conservation Program Contract Transfer Agreement,” as applicable, for
documenting a modification.

(if) The basis for modifying the contract must be stated clearly when submitting a
modification for approval in ProTracts. This information will be on Form
NRCS-CPA-1156, “Revision of Plan/Schedule of Operations or Modification of
a Contract,” or Form NRCS-CPA-152, “Conservation Program Contract Transfer
Agreement,” as appropriate, and is archived in the contract history.

(iii) Select the primary modification reason from the ProTracts-enabled list of
approved modification reasons. If the reason for the modification is not listed,
verify the proposed change is within scope of the contract and not prohibited.

(iv) Contract items will not be rescheduled to avoid loss of payments due to violation
of highly erodible land conservation (HELC) and wetland conservation (WC)
compliance provisions. The contract must be completed, as scheduled, without
payment.

(v) Modifications to reschedule contract items because of delays in providing
designs or technical assistance must be avoided. Participants have the option to
obtain technical assistance from a technical service provider (TSP) if NRCS
cannot provide the assistance needed by participants to implement the contract as
scheduled.

(vi) Modifications that result in an obligation increase must be within the scope of
the original contract and are generally categorized as a cost overrun. Contract
modifications are generally within the scope if they are used to carry out the
original intent of the contract on the original land, and the modifications will treat
the original resource concern according to the ranking criteria on which contract
approval was based.

(vii) Modifications that increase obligations by $500 or more require a second-level
review in Fund Manager. The State-designated second-level reviewer verifies
and approves or rejects the obligation using the Fund Manager processing report,
“Accept/Reject Obligations.”

(viii) Given the flexible nature of “no-year” funds, ProTracts will be automated to
use the appropriate funds for modifications of CPCs with an upward adjustment
(refer to Section 512.81, “ProTracts Fund Structure,” for additional information
on authorized fund types).

(ix) Modifications involving a change in scope are prohibited for all programs.
Contract modifications are generally out of scope if they add land, add new or
additional practices, or if they change or add resource concerns.

e Under limited circumstances, adding land to a contract may be within scope
if needed to accomplish the objectives of the original contract, for example to
provide access to a stable outlet for an underground outlet (not simply to
extend the outlet).

e Under limited circumstances, adding practices may be within scope if a new
practice is being substituted for another practice because the original
practices cannot be implemented or does not adequately treat the resource
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concern according to the original contract purpose. The new practice must
be comparable in purpose to the original practice.
(x) The participants and NRCS may modify the contract by mutual agreement at the
request of the participant, if the modification is consistent with the purposes of
the program.

C. Contract Changes in Which Signatures Are Not Required

(1) Minor contract changes may be made in ProTracts that do not require planners to
obtain a participant’s signature. These changes must be numbered, dated, and labeled
with the planner’s name in ProTracts and documented in the case file. See Section
512.43, “Components and Assembly of Contract File,” for policy regarding
management of contract documents. Contract changes, edits, or updates that do not
require participants signatures include—

(i) Scheduling changes within the original length of the contract. When contract
items cannot be completed in the year scheduled, but will be completed no later
than 1 year after the originally planned year, a sighed contract modification in
ProTracts will not be required to document the 1-year delay. However, when this
provision is used, it must be noted on a formal contract review using Form
NRCS-CPA-13, “Contract Reviews,” because the contract is not on schedule.
Refer to Section 512.55, “Contract Reviews,” for contract review requirements.
Contract items may not be repeatedly delayed or rescheduled to avoid a potential
contract violation determination.

(ii) Increasing, at the time of payment, the planned amount for conservation practices
or components as long as the increase is less than $500 per contract item.

o Select the primary reason for the increased payment from the standard list
provided in ProTracts and provide additional contract-specific justification.

o This justification is on Form NRCS-CPA-1245, “Practice Approval and
Payment Application,” and archived in the contract history.

(iii) Editing crop types or acres.

(iv) Editing livestock type.

(v) Adding a vendor code to an existing participant.

(vi) Editing treated acres.

(vii) Entering the practice waiver date.

(viii) Entering the contract commencement date.

(ix) Unlocking the Toolkit folder for non-contract-related changes.

(x) Entering the date of the CPA-153 into ProTracts for tracking purposes.

D. Modifications That Require Signatures

(1) Modifications recorded in ProTracts that require the signatures of participants on
Form NRCS-CPA-1156, “Revision of Plan/Schedule of Operations or Modification
of a Contract,” or Form NRCS-CPA-152, “Conservation Program Contract Transfer
Agreement,” prior to the final NRCS approving official’s electronic signature include
the following:

(i) Adding land to an existing contract is generally considered a change-in-scope
action and is generally not permitted. This action will only be allowed when the
addition of the land is necessary to accomplish the objectives of the original
contract. (If, for example, a waterway was planned in the original contract, but
final engineering design requires the waterway to be extended across a field that
was not included in the original contract. The practice could not be installed to
meet the original planned purpose without the additional land; therefore, adding
land is permissible and within the contract scope). Document this on Form
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NRCS-CPA-1156, “Revision of Plan/Schedule of Operations or Modification of
a Contract.”

(if) Losing control of some of the land under contract will require a modification to
delete contract acreage. This may lead to another participants assuming the
contract responsibilities for this land or to the original participants being
expected to repay NRCS for financial assistance received and also pay liquidated
damages. See Section 512.54, “Transfer Land,” for additional information.

(iii) The contract period may be extended or reduced if it is mutually beneficial to
the participants and NRCS. Active contracts may be modified within the
program requirements shown in Section 512.45, “Contract Period and
Limitations.” The contract may not be modified after expiration.

Note: Ensure the participant has control of the land for the extended contract
period.

(iv) Rescheduling a contract item more than 1 year after the originally scheduled
year. (See Section 512.55, “Contract Reviews.”)

(v) Adding or deleting a contract item. To delete a contract item, a valid reason that
is not adverse to the Government’s interest and the conservation objectives must
be documented. The designated conservationist must certify on Form NRCS-
CPA-1156, “Revision of Plan/Schedule of Operations or Modification of a
Contract,” that treatment of the original resource concerns and associated
application ranking score will not be adversely impacted by a deletion. Contract
items may not be deleted simply to avoid a potential contract violation. Contract
items may be deleted if—

e The original conservation practice is not technically feasible to be installed.
If so, a substitute practice may be approved to address the original resource
concern. When a practice of higher cost is requested as a substitute practice
by the participants and the original practice is still feasible and deemed
technically adequate, NRCS will only provide financial assistance up to the
amount of the least-cost option to treat the resource concerns. A practice
payment cap may be established in ProTracts to limit the payment amount, as
described in section 512.60F. The original conservation practice may be
deleted if no substitute practice is feasible provided that it is not a facilitating
or a substantial supporting practice in a system of practices.

e A practice is no longer necessary to address the resource concern originally
identified.

(vi) Increasing contract cost resulting from quantity variations or other cost overruns
when the increased payment amount is $500 or more per conservation practice
(CIN) or activity.

(vii) Destroying a practice established under the contract or any existing practice for
which maintenance is specified in the contract. The participants are responsible
for obtaining approval from the administering agency to destroy a practice when
financial assistance was provided to implement the practice under another
conservation program if the practice has not fulfilled its lifespan or maintenance
requirements. (See Section 512.52, “Destruction of Practices.”)

(viii) Changing or supplementing the contract or CPC appendix. Such changes may
be authorized only through national directive.

(ix) Changing contract information, such as adding a participants or adjusting
participants contract shares. Document this on Form NRCS-CPA-152,
“Conservation Program Contract Transfer Agreement.”
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(x) Reapplying a conservation treatment that failed due to no fault of the participant.
(See Section 512.53, “Reapplication of Failed Conservation Treatment.”)

(xi) Adding an item to the contract that authorizes the participants to utilize a TSP to
perform one or more technical services. These services may be obligated or
added anytime to the contract provided the work has not commenced.

(xii) Changing the method of cost sharing or payment rates, or adding a payment cap
for a practice.

(xiii) Delaying or rescheduling a practice or conservation activity to a later year. A
modification to extend the expiration date may be required, but is only allowed if
such contract extension is within the program limitations (See Section 512.45A,
“Contract Period and Payment Limitations.”).

(xiv) Changing the payment schedule scenario associated with a contract item. Each
payment schedule has a range of potential practice payment scenarios that
represent the typical costs associated with implementation of a conservation
practice under various site and related conditions. The payment rates
incorporated into a contract are based upon a practice payment scenario within
the payment schedule that was determined to best approximate the site conditions
for the contract. The contract may be modified to substitute a different practice
payment scenario provided that all of the following are met:

e Substantive design changes are required prior to practice installation.

¢ NRCS determines that the proposed substitute scenario is within the existing
payment schedule associated with the contract and better approximates the
site conditions as identified by the design changes.

e There is sufficient difference in implementation requirements between the
original payment scenario and the substitute payment scenario to increase or
decrease the estimated practice payment by more than 10 percent.

e Practice requirements are clearly specified in the practice narrative or
substitute payment scenario description and documents how the substitute
scenario differs from the original scenario.

E. Contract Changes Requiring Other Supporting Documentation

(1) Certain changes to the original CPC must be supported by a participant’s signature
on documents and correspondence generated outside ProTracts. The following CPC
modifications require supporting documentation with appropriate signatures of
participants prior to execution by the NRCS approving official:

(i) Canceling all or portions of the land enrolled in a contract.

Note: The participant-requested action and justification must be documented by
written request from the participants or using Form NRCS-CPA-153,
“Agreement Covering Non-Compliance with Provisions of Contract.” (See
Section 512.57, “Cancelling and Terminating Contracts.”)

(ii) Reactivating a cancelled, terminated, or completed contract.

Note: There must be written documentation and justification from the
participant, requesting reinstatement of the contract. Form NRCS-CPA-153,
“Agreement Covering Non-Compliance with Provisions of Contract,” is executed
and signed by the participant, establishing the practices or conservation activities
and time schedule for implementation as a part of the reinstatement. Participants
must be eligible prior to approval of the reinstatement of contract obligations.
Contracts reactivated by modification in ProTracts require a subsequent
modification to add new obligations.
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(iii) Change in participant’s direct deposit, which requires a signed Standard Form
(SF)-1199A, “Direct Deposit Signup.”

(iv) Change in participants or in participant payment shares, which must be
documented on Form NRCS-CPA-152, “Conservation Program Contract
Transfer Agreement.” See Section 512.54, “ Transfer of Land.”

Note: Changes in the members or in member shares of an entity must be

documented by the entity submitting a revised Form CCC-901 or CCC-902E to
FSA. Failure to update the FSA business file will result in a mismatch between
the Web service and Fund Manager, which will prevent obligation and payment.

(v) An entity participant changes its business type but retains the same entity name
and EIN. FSA updates the entity’s records in its Business Partner database to reflect
the change in business type.

F. Prohibited Changes ina CPC

(1) ProTracts will prevent users from changing the following contract data, except where

noted:

(i) Changing the “Application Evaluation and Ranking” worksheet after contract
approval

(ii) Changing or modifying a cancelled, terminated, or expired contract (for
exceptions, see Section 512.50E(ii), “Reactivating a Cancelled, Terminated, or
Completed Contract™)

(iii) Changing contract conservation program

(iv) Changing contract number

(v) Changing the contract State and county (prohibited because changing the State or
county invalidates the fund code and cost list linked to the contract)

(vi) Changing contract fiscal year

(vii) Changing the current contract year, which is calculated automatically in
ProTracts

(viii) Changing resource concerns

(ix) Changing CSP 2002 land use acres, category, and subcategory—information
that preserves the original category under which contract was funded

Note: For CSP 2002 contracts, fund codes are changed when items are obligated
with current fiscal year FA funds.

(x) Changing the cost list or payment schedule linked to a contract to the current
fiscal year’s cost list or payment schedule

Note: Changing the cost list from HU to regular cost list or vice versa may be
allowed if approved by the national program manager. A copy of the national
program manager’s approval must be submitted along with the request for
assistance to ProTracts Support.

(xi) Changing contract item and contract item component number

(xii) Changing or rescheduling contract items to avoid loss of payments due to
violation of HELC/WC provisions, in which case the contract must be completed
as scheduled, without payment

(xiii) Changing or modifying a contract item or a component that is certified or
accepted for payment, which is permitted only if the practice is deleted in
Financial Management Modernization Initiative (FMMI) and rolled back to fund
manager and ProTracts

(xiv) Changing a deleted contract item or component
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(xv) Deleting an item or component after processing a partial or advance payment
G. Documentation of Contract Modifications

(1) Modifications are documented in the ProTracts database and on the appropriate
NRCS-CPA form. The designated conservationist will sign the CPA form,
confirming technical adequacy prior to obtaining the participant’s signature and
entering the participant signed date (the participant signature date will appear in the
participant signature box uploaded to DMS). ProTracts-generated contract forms
must include the electronic signature of the NRCS approving officials and designated
conservationist, and the signature of the participant. Upload signatures pages into
DMS. Itis critical that signatures are obtained in the correct sequence (that is, NRCS
technical certification, participants concurrence, and then NRCS obligation
approval). Therefore, ProTracts will enforce the correct order of signatures
automatically. Obtain signatures from each participant receiving a payment share for
the contract. Form NRCS-CPA-1156, “Revision of Plan/Schedule of Operations or
Modification of a Contract,” with the electronic signature of the NRCS approving
official indicating the date of obligation, must be maintained in the CPC case file for
audit purposes. Participants will not sign this duplicate copy of the form. See Section
512.43, “Components and Assembly of Contract File,” for policy regarding
management of contract documents.

(2) Minor contract changes, edits, and updates are documented in the ProTracts database
and automatically uploaded to DMS. These changes do not require participants’
signatures on a contract form.

H. A summary of typical modifications is presented in figure 512-F1.
Figure 512-F1: Modification Summary

Modification Action Form

Cancel a contract Use Form NRCS-CPA-1156, “Revision of
Plan/Schedule of Operations or Modification of a
Contract.” The designated conservationist (DC) is
required to write “cancelled” and the effective date on
all contract documents in the folder and to initiate the
contract status change by means of a contract
modification. The State Conservationist (STC) or
authorized designee will approve the modification to
change the contract status to “cancelled” in ProTracts.
This requires documentation supporting the
participant’s request or approval on Form NRCS-CPA-
153, “Agreement Covering Non-Compliance with
Provisions of Contract,” or formal correspondence.

Terminate a contract Use Form NRCS-CPA-1156, “Revision of
Plan/Schedule of Operations or Modification of a
Contract.” Termination is completed in ProTracts by
means of an approved contract modification. The DC
is required to write “terminated” and the effective date
on all contract documents in the folder and initiate the
contract status change with a contract modification.
The STC or authorized designee will approve the
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Modification Action

Form

modification to change the contract status to
“terminated” in ProTracts. This is an adverse action,
which requires formal documentation, with appeal
rights provided to the participants (refer to 440-CPM,
Part 510, “Appeals and Mediation,” for additional
information).

Add or change payment
shares or delete a
participant

Use Form NRCS-CPA-152, “Conservation Program
Contract Transfer Agreement.”

Update participant type
information to reflect
changes made directly in
the FSA Business Partner
record

Process Form NRCS-CPA-152, “Conservation
Program Contract Transfer Agreement.” Select
“Payment Shares” as the reason. The transferor and the
transferee on the form will both reflect the new
business. Document on the NRCS-CPA-152 that the
basis for transfer is a participant business type change
made directly in Business Partner. AGI needs to be
filed for the new business type for the year of the
transfer. Use appropriate AGI form for the Farm Bill
that the contract was obligated under.

e Change contract
expiration date

e Change contract land
units/legal description

o Change acres under
contract

e Change CSP eligible
acres

e Add a practice or
contract item

e Change contract item
technical assistance
fund code

e Delete a practice,
activity or contract item

¢ Add or remove land
units to a practice

Use Form NRCS-CPA-1156, “Revision of
Plan/Schedule of Operations or Modification of a
Contract.”

Decrease payment rate

Use Form NRCS-CPA-1156, “Revision of
Plan/Schedule of Operations or Modification of a
Contract” (only when transferred to a participants who
is not eligible for the applicable higher historically
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Modification Action Form

underserved rate). This action requires assistance from
the national program manager.

Increase payment rate Use Form NRCS-CPA-1156, “Revision of
Plan/Schedule of Operations or Modification of a
Contract” (applies to historically underserved
participants). This action requires assistance from the
national program manager.

Increase component unit | Use Form NRCS-CPA-1156, “Revision of

cost in contracts Plan/Schedule of Operations or Modification of a
obligated prior to Contract.” This can only be completed with a helpdesk
September 30, 2007 ticket if approved by National Headquarters (NHQ).

Add funds to a contract Use Form NRCS-CPA-1156, “Revision of

due to direct or indirect Plan/Schedule of Operations or Modification of a
payment limitation Contract,” and select “No Change” as the reason.
adjustments

512.51 Modification Procedures

A. Completing CPC Modifications and Minor Contract Changes

)

)

All contract modifications and minor contract changes are completed through the
ProTracts modification module. After contract changes have been entered, Form
NRCS-CPA-1156, “Revision of Plan/Schedule of Operations or Modification of a
Contract,” is used for signatures when required. (See Section 512.50D,
“Modifications.”) Participants must sign Form NRCS-CPA-1156, “Revision of
Plan/Schedule of Operations or Modification of a Contract,” prior to the approval by
the NRCS approving official. The CPC changes are identified on the modification
form along with an explanation of the basis for the modification or revision. The
basis for modification or revision is selected from the choice list, with additional
contract-specific narrative information added by the planner on the “edit basis”
screen in ProTracts.

Contract modifications requiring assistance from ProTracts Support will route a
request through their respective State-level support staff, who will then direct
guestions to the national support staff or help desks if applicable.

B. Approval of Contract Modifications

)

The participants and NRCS approving official must sign all contract modifications
(excluding minor contract changes, in accordance with Section 512.50C,
“Modifications™). Participants signatures on Form NRCS-CPA-1156, “Revision of
Plan/Schedule of Operations or Modification of a Contract,” or Form NRCS-CPA-
152, “Conservation Program Contract Transfer Agreement,” must match those
designated on Form NRCS-CPA-1202, “Conservation Program Contract.” In the
signatory process—
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(i) The designated conservationist completes a technical adequacy review and
submits for approval which affixes the electronic signature on Form NRCS-CPA-
1156, “Revision of Plan/Schedule of Operations or Modification of a Contract.”

(ii) Participants then sign Form NRCS-CPA-1156, “Revision of Plan/Schedule of
Operations or Modification of a Contract,” when required in accordance with
Section 512.50D, “Modifications.” The participant’s signature date must be
recorded in ProTracts, which alerts the reviewer that the modification is ready for
second level, if additional funds are requested, or is ready for approval of not.

(iif) Modifications that increase obligations by $500 or more must have a second-
level obligation review. In Fund Manager, the State-designated second-level
reviewer approves or rejects the obligation using the fund manager processing
report, “Accept/Reject Obligations.” This person should be different from the
designated conservationist.

(iv) The NRCS approving official finalizes modification by electronic signature on
Form NRCS-CPA-1156, “Revision of Plan/Schedule of Operations or
Modification of a Contract,” by selecting “approve modification.”

(2) The effective date of a contract modification is the date it is electronically signed by
the NRCS approving official. This form, including the participant signature page,
must be uploaded to DMS and maintained in the CPC case file for audit purposes.
Participants will not sign this duplicate copy of the form.

(3) Significant increases in contract obligations must be monitored to ensure compliance
with Federal appropriations law and Section 512.50A, “Modifications.” Contract
modifications that exceed the lesser of 20 percent of the current remaining contract
obligation balance or $10,000 require the approval of the STC or State program
manager, as determined by the STC. The NRCS approving official must notify the
STC or designee of the need for action on these contracts. The contract basis for
modification must include a narrative justification for the increased cost. This is not
currently enforced in ProTracts and must be monitored by appropriate State-level
approval authorities.

C. Beginning Work on New Practices

(1) Modifications must be approved before work may begin on new practices or
activities (including TSP services) that are added to the contact (for reasons
consistent with Section 515.50D, “Modifications that Require Signatures.” Payments
are not authorized for practices started prior to modification approval.

(2) Authorizing work to begin on a new practice before the modification is approved is
an unauthorized commitment. For additional information, see Section 512.59,
“Unauthorized Commitments.”

D. Deleting Practices or Funds

Funds scheduled for financially assisted practices may be deleted from a contract by
modification if a participant elects to carry out the practice under another conservation
program or at the participant’s own expense before installation is started. If any part of
the practices or activities has begun before the contract is modified, all of that practice or
activity must be carried out under the original conservation program. Conservation
practices may not be deleted from the contract to avoid noncompliance with NRCS
requirements or the terms and conditions of the contract.

E. Contract Item Numbers
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New contract items added by modifications will automatically be consecutively
numbered in ProTracts. Contract item numbers will be maintained for the life of the
contract. The originally assigned item number will be used for any item that is modified.

512.52 Destruction of Practices

A. NRCS Approval

CPC participants may destroy an established practice and replace with an equivalent
conservation practice at their own cost. The participants must file a written request and
receive the STC’s approval before altering a practice implemented or maintained with
NRCS’s financial assistance.

B. Required Project Information

Participants requesting practice destruction must supply NRCS with project information
that clearly substantiates that proposed actions will—

(i) Achieve the CPC’s conservation objectives.
(ii) Provide for the most practical operation of the land unit.
(iii) Complete treatment actions without NRCS’s financial assistance.

512.53 Reapplication of Failed Conservation Treatment

A. Documentation Required

(1) Reapplication of financially assisted practices may be approved as allowed by
individual program regulation and subject to the availability of funds.

(2) Reapplication of practices may only be scheduled if the original practice installation
has failed because of circumstances beyond the participant’s control. Failure of a
practice because of circumstances within the control of a participant, such as lack of
required maintenance, constitutes a violation of the terms and conditions of the
contract.

B. Program Payment Fund Sources

The funding source utilized for practice reapplication is determined by the
implementation status of the practice being reapplied.

(i) Prior-Year Funds.—The program payment for reapplication of conservation
practices that were not fully established will use the same fund source (when
available) and payment rate as provided in the original contract.

(ii) Current Fiscal Year Funds.—Reapplication of failed practices that were fully
established prior to their failure must be funded using current fiscal year funds.

C. Modification Approval

(1) Active or completed contracts may be modified to provide for reapplication of a
financially assisted practice that failed, provided all of the following conditions are
met:

(i) Failure was caused by circumstances beyond the participant’s control.

(if) The contract has not expired.

(iii) The payments do not exceed the applicable program payment limitations.
(iv) The participants meet all eligibility requirements.

(2) Reapplication of conservation practices not fully established will have the reapplied
practices added to the CPC through a modification in ProTracts. The new contract
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item will utilize the original fund source. The original contract item number will be
referenced in the “Basis for Modification” section of Form NRCS-CPA-1156,
“Revision of Plan/Schedule of Operations or Modification of a Contract.”

(3) Reapplication of conservation practices that were fully established prior to a failure

are generally caused by a local, State, or nationally recognized disaster and must be

identified as such in the “Basis for Modification” section of Form NRCS-CPA-1156,

“Revision of Plan/Schedule of Operations or Modification of a Contract.”

(i) The modification reason, “established reapplication,” must be selected in
ProTracts to trigger use of current-fiscal-year funds.

(if) These modifications must be approved by the State Conservationist or State
program manager.

D. New Contract Required

)

()

When the failed practice is part of an expired contract, process an application and
rank according to normal procedures. If selected for funding, the new contract
utilizes current-year funds. The program used to fund the new contract does not have
to be the same as the original fund. For example, a failed WHIP funded practice may
be reapplied with financial assistance from EQIP if current EQIP eligibility
requirements are met.
When equitable relief has been approved under 7 CFR Part 635, “Equitable Relief
from Ineligibility,” for the reapplication of a failed practice and payment is approved
for up to 100 percent of the cost, the reapplication must be funded with a new
contract utilizing current-fiscal-year funds. See 440-CPM, Part 509, “Equitable
Relief From Ineligibility for Conservation.”
(i) State Conservationist authority under 7 CFR Part 635 for approving equitable
relief does not extend to the waiver of payment limitations.
(if) The Chief may consider approval of requests for replacement that exceeds
payment limitations or maximum payment rates when practice failure was due to
NRCS misaction or misinformation.

512.54 Transfer of Land

A. Transfer Terminology

1)

()

©)

(4)

Within the time specified in the contract appendix, a participant must provide NRCS
with written notice regarding any change of their interest in the land subject to a
CPC, as a change in interest is considered loss of control. Therefore, loss of control
also includes changes in a participant’s ownership structure or corporate form. See
Section 512.54B below for a participant’s requirement to providing notice.

Lost control of the acreage under the CPC has several impacts on CPC
administration, including the ability to meet statutory requirements regarding
transfers of land, payment limitations, and other requirements that affect program
integrity.

Participants who voluntarily transfer any or all of the land to a different operation by
lease or deed or lose control of the land by way of involuntary transfer (such as
foreclosure) must comply with the notice and transfer provisions of the CPC. See
Section 512.54B, “Notice and Transfer Provisions.”

Participants who change their ownership structure or corporate form must also
comply with the notice and transfer provisions of the CPC if such change also entails
a change in the tax identification number or other unique identifier.
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NRCS uses a participant’s tax identification number or other unique identifier for
purposes of tracking program compliance, and is the primary basis upon which
NRCS determines whether the participant has changed the nature of their interest in
the land and thus have lost partial or complete control of the acreage.

» If the agricultural production activities on the acreage under the CPC are
being conducted by a person, legal entity, or joint operation with a tax
identification number or other unique identifier different from the original
participant, then the original participant must notify NRCS of the change so
that NRCS can determine how the nature of the producer’s interest in the
acreage under contract has changed and how the change must be reflected in
the CPC.

+ If the agricultural production activities on the acreage under the CPC are
being conducted by a person, legal entity, or joint operation with the same
tax identification number or unique identifier of the participant, then there
has not been a change in the nature of the participant’s interest in the acreage
under the CPC and no loss of control. Name changes alone are not
considered a loss of control of acreage. See Section 512.54H, “Change of
Name or Business Type,” for procedures about how to modify a contract to
reflect a participant’s new name or change in ownership structure or
corporate form where there is no change in the tax identification number or
other unique identifier.

Prior to making a determination about whether a participant is in violation of the
CPC because of losing control of the acreage under a CPC, NRCS must notify the
participant about the potential noncompliance and request the participant to submit
any records that relate to potential transfers of the participant’s interest in the acreage
under contract, including FSA farm records or submittal of lease agreements,
incorporation papers, and deeds.

B. Notice and Transfer Provisions

1)

(2)

Participants must notify NRCS if there is a change in the nature of their interest in
acreage subject to a CPC within the time frame specified in the contract appendix.
Failure to provide timely notice of any change in the participant’s interest in the
acreage under the CPC may result in a determination of contract violation and
termination of the entire contract unless extenuating circumstances exist. Extenuating
circumstances may include any of the following:

(i) The participant provided documented notification of the change to the Farm
Service Agency within the time specified in the contract appendix, as determined
by the State Conservationist.

(ii) The participant died and the estate representative (including a court-appointed
personal representative of the estate, the surviving spouse, or heir) was not
authorized (or was not aware of the contract in order) to take action to receive
and administer all business belonging to the estate until after the time specified in
the contract appendix, as determined by the State Conservationist.

(iii) Other hardships experienced by participant that prevented timely notification,
provided the hardship is documented and the justification has been recommended
by the State Conservationist and approved by the Deputy Chief for Programs.

If the participant loses control of all or part of a land unit under contract, an eligible

new producer may assume the responsibilities of the contract with respect to the lost

acreage. The current participant is responsible for contacting the new producer about
assuming the contract obligations. In accordance with the applicable program
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appendix, the current participant must identify in their written notice of loss of

control if a new producer is willing to assume the duties and rights under the

contract, and provide the proposed new producer’s contact information.

If during the time specified in the CPC contract, the current participant fails to

identify a new producer willing to assume contract responsibilities or the new

producer identified is determined by NRCS to not be eligible, then NRCS must
determine the contract is in violation and follow the contract violation procedures at
part 512, subpart H. If a new producer has been identified but NRCS lacks sufficient
information to make an eligibility determination at the end of the specified
timeframe, NRCS will provide written notice to the new producer allowing the new
producer up to 30 days to become an eligible program participant or the contract will
be terminated. See Section 512.91, “Program Eligibility Certification Request

Letter.”

(i) A contract review will be completed to document the status of implemented
practices or activities, remaining resource concerns, and practices or activities to
be implemented. Until NRCS approves the contract transfer, the new producer is
not a program participant and practices or activities completed before contract
transfer approval by NRCS are not eligible for program payment.

(i) NRCS has no authority to make payment to or authorize a new producer to begin
or complete work on a conservation practice or activity prior to approval of the
contract transfer. There may be some limited cases where equitable relief may
apply. Equitable relief is considered on a case-by-case basis.

All terms and conditions of the CPC appendix signed at the time of original

obligation continue to apply for successors in interest to all contracts. The date of

succession to the contract determines the program year to be listed on the applicable

AGI certification form and the corresponding 3-year period for determination of the

average AGI certification.

(i) Form CCC-526C, “Adjusted Gross Income,” applicable to the year that program
benefits are requested by the successor will be used for a participant succeeding
to a 2002 Farm Bill contract.

(if) Form CCC-931C, “Average Adjusted Gross Income (AGI) Certification and
Consent to Disclosure of Tax Information,” will be used for a participant
succeeding to a 2008 Farm Bill contract.

(iii) Form CCC-941, “Average Adjusted Gross Income (AGI) Certification and
Consent to Disclosure of Tax Information,” will be used for a participant
succeeding to a 2014 Farm Bill contract.

Refer to the applicable part of 440-CPM for program-specific guidance on contract

transfer approval. CSP 2002 in particular has unique contract transfer rules. Refer to

440-CPM, Part 518, for the Conservation Security Program and 440-CPM, Part 508,

for the Conservation Stewardship Program for guidance on contract transfer

approval.

When NRCS approves a transfer agreement, the new participant (transferee) must be

provided with a copy of all documents in accordance with Section 512.0 (G), “Legal

Contracting Responsibilities.” Contract documents will be distributed in accordance

with Section 512.47, “Numbering and Distributing Contracts.”

When the current participant (transferor) is deceased or becomes incapacitated, the

contract is considered cancelled unless an estate representative (including a court-

appointed personal representative of the estate, surviving spouse, or heir) acts on his
or her behalf. NRCS should consult with OGC to determine who may act on behalf
of the deceased participant. The designated representative must notify NRCS of the
participant’s death or incapacitation, and, if authorized to act on behalf of the
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deceased or incapacitated participant, once authorized by a court or operation of State
law, must take action to receive and administer all business belonging to the estate,
transfer the contract to an eligible successor participant according to 7 CFR Part
1400, “Payment Limitation and Payment Eligibility,” and the provisions in the
contract appendix. NRCS must approve the transfer. Refer to section 512.60(1),
“Payments When a Participant Has Died”, regarding payment eligibility.

Note: The power of attorney (POA) forms used for program implementation,
identified in Section 512.21, “Signature Authority,” are automatically revoked upon
the participant’s death and are no longer an acceptable form of signature authority for
the deceased or incapacitated participant.

C. Assumption Not Accepted

If the new producer who has assumed control of the acreage will not assume the
obligations of the contract with respect to the transferred acreage, the current participant
is in violation, future payments are forfeited, and the participant must refund any
payments determined by NRCS to be improper. On the date of the final program
determination notification to the current participant, the contract status in ProTracts will
be changed to “terminated” by an approved modification. See 440-CPM, Part 512,
Subpart H, “Violations,” for more guidance as well as the appropriate program
regulation.

D. Entire Contract Assumption

If the current participant has lost control of all of the land under contract, and the new
producer agrees to assume the obligations of the contract—

(i) Verify eligibility of the new producer, and if eligible, add the new producer to the
contract. If the person is not in the Farm Records Management System or lacks
participant eligibility records for the current fiscal year, refer to Section 512.20C,
“General.”

(ii) Prepare a modification to add the new producer as a participant on the contract.
(iii) Adjust contract shares to reflect the correct distribution of remaining payments.
This requires the participant transferring the contract to have a zero payment
share. The original participant cannot be deleted from the contract due to the
financial system’s linkage of obligation vendors and need to document the entire

history of the contract.

(iv) Execute Form NRCS-CPA-152, “Conservation Program Contract Transfer
Agreement,” in ProTracts. Refer to 440-CPM, Part 508, for guidance related to
the required supplement to the NRCS-CPA-152 for CSP partial land transfers.

(v) The existing number will remain with the contract.

(vi) The period of the original contract applies.

(vii) The original budget fiscal year and fund code will be retained on this modified
contract.

(viii) Obtain all signatures. Electronically signed documents submitted through
Client Gateway are acceptable.

E. Removal of Contract Acreage

If the participant loses control of only part of the land under contract and a new producer
is not assuming contract responsibilities for such acreage, then transferred acreage and all
applicable practices or activities must be removed from the transferor’s contract if
approved by the authorized approving official. Note: If the program purposes cannot be
met, such as meeting priority resource concern stewardship thresholds, on the remaining
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acreage, then the entire contract must be terminated. (See Section 512.54, “Transfer of
Land,” paragraphs B and C.)

F. Partial Contract Assumption

If the participant loses control of only part of the land under contract and an eligible new
producer agrees to assume the obligations for the acreage removed from the participant’s
contract—

(i) The description of the acreage transferred and all practices or activities to be
carried out by the new producer must be included in a new application and
contract. Also, include with the transfer agreement all practices previously
installed on the transferred land that must be maintained by the new producer.

(if) The new producer assumes all contract rights and obligations for this land by
signing the ProTracts-generated Form NRCS-CPA-152, “Conservation Program
Contract Transfer Agreement,” which serves as the contractual document. The
new producer must also sign and date the original copy of the CPC appendix.
Signatures from all participants receiving a payment share for the contract are
required. Electronically signed documents submitted through Client Gateway are
acceptable.

(iii) A new contract number will be assigned to the contract for the new producer.

(iv) The contract period of the original contract applies to the extent that it is used to
determine the maximum period of the partially assumed contract. The new
producer may change the scheduled dates for the assumed practices.

(v) The original contract budget fiscal year and fund code will be used to fund the
new contract.

(vi) Practices implemented by the new producer before NRCS approval of the
transfer modification in ProTracts are not eligible for payment.

Note: See Section 512.113, “Guidance for Transferring Contracted Land in
ProTracts.”

G. New Producer with Existing Contract

If the new producer already has an active contract, it may not be modified to add the
transferred acreage. In order to maintain the contract fund’s integrity, the land and
practices remaining in the transferred contract must be maintained separately.

H. Change of Name or Business Type

For situations where the participant name or business type has changed but no other
changes have been made to the tax ID number and members identified, NRCS can
document the basis for this change or complete an NRCS-CPA-152, “Conservation
Program Contract Transfer Agreement,” in ProTracts and have the participants sign as
both transferor and transferee. ProTracts may have automatically added the new entity
business type participant to the contract when the FSA Business Partner database was
updated with the new business type. This is not considered a change that requires new
control of land documentation. The participant and members must submit an updated
AGI certification form for the fiscal and program year the new entity business type is
added to the contract. See AGI filing requirements for contract successors, Section
512.54B, “Assumption of Obligations.”

Figure 512-F2: Transfer of Land Conditions

If the original participant (or And the new producer

. o . Then:
estate representative): (successor in interest) is: €
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Fails to notify NRCS of loss of
control of land according to
timeframe specified in the CPC
appendix

Not identified

Confirm if extenuating
circumstances exists for failure
to notify (section 512.54B(1)).
Follow violation procedures for
failure to notify and/or failure to
identify eligible transferee.

Notifies NRCS of loss of
control of land but not within
the timeframe specified in the
CPC appendix

Identified in the late-submitted
notice

Determine if extenuating
circumstances exists for failure
to notify (section 512.54B(1)).
If no, follow violation
procedures for failure to notify.
If yes, follow applicable
transfer provisions (see
guidance below).

Notifies NRCS of loss of
control of land according to the
timeframe specified in the CPC
appendix or if extenuating
circumstances exist

Identified in the notice to
NRCS but the new producer
does not meet all program and
eligibility requirements
according to provisions in the
contract appendix

Follow violation procedures.

Identified in the notice to
NRCS but NRCS has
insufficient information to
determine whether the new
producer meets all program and
eligibility requirements

Provide the new producer 30
days’ notice to become eligible
or the contract will be
terminated according to the
provisions in the contract
appendix.

Identified in the notice to
NRCS, the new producer meets
all program and eligibility
requirements, no practices have
been implemented between loss
of control of land and NRCS
approval of transfer agreement

Approve transfer of contract.
Reschedule any practices that
were scheduled to be completed
during time between loss of
control and NRCS approval of
transfer, if needed. No payment
issues.

Identified in the notice to
NRCS, the new producer meets
all program and eligibility
requirements, but completes a
practice initiated by the original
producer prior to NRCS
approval of transfer agreement

Approve transfer of contract.
Practice is ineligible for
payment.

Exception: The practice is
eligible for payment if the
practice is completed by an
estate (or other authorized
representative) during the
program year in which the
participant died.
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Identified in the notice to
NRCS, the new producer meets
all program and eligibility
requirements, initiates and
completes practice after NRCS
approval of transfer agreement

Approve transfer of contract.
Practice is eligible for payment.

Dies, or becomes incapacitated,
the estate representative is
allowed to act for or handle the
deceased or incapacitated
participant’s estate (either by
court order or under applicable
state law ) consult with OGC

The estate (created by court
order), as identified under 7
CFR Part 1400, or surviving
spouse or heir

Provide the estate representative
60 days to decide if the estate
wishes to assume responsibility
under the contract. If not,
cancel the contract. If so,
transfer the contract to the
estate, surviving spouse, or heir.

The estate (created by court
order), as identified under 7
CFR Part 1400, or surviving
spouse or heir completes a
practice prior to contract
transfer, but within the same
program year that the
participant died

The estate representative may
sign on behalf of the deceased
or incapacitated participant for
the practice completed before
transfer and within same year
as death or incapacitation. The
contract must then be
transferred to an eligible
successor in order to receive
payments for practices
completed in subsequent
program years. Note: the
estate may qualify as an eligible
successor.

For situations that include unique circumstances that are not described in the table above or in policy
at section 512.54B, please contact the national program manager for guidance.

512.55 Contract Reviews

A. Evaluating Contract Implementation

(1) Contract evaluation (followup) is part of the conservation planning process (see

Section 512.96, “Annual Practice Reminder Letter”).

(2) Followup and coordination with all contract holders will be conducted prior to
planned practice implementation as needed throughout the year to help ensure timely
practice implementation. This followup will be documented in the conservation
planning assistance notes.

B. Annual Reviews Required

(1) The designated conservationist must:
(i) Review contract implementation with the CPC participants annually and record
findings in the ProTracts “Contract Review” module and in the CPC case file.
(if) Complete first review within 12 months of obligation in order to document
meeting requirements to start a practice within the first 12 months of the contract,
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as required by the specific program. See section 512.45C, “Contract Period and
Payment Limitations.”

(2) If all practices and conservation activities are applied as scheduled and other contract
provisions are being followed, document in the ProTracts “Contract Review” module
and in the conservation assistance notes.

Note: In order for a contract to be considered as on schedule, the contract must have
no prior-year incomplete items, although it is permissible to have incomplete items
planned to be implemented in the current calendar year. Form NRCS-CPA-13,
“Contract Review,” does not need to be completed for contracts that are in
compliance with the implementation schedule and other contract provisions.

(3) Contracts must be considered as not on schedule if they have any prior-year
incomplete items. However, contracts may also be considered as not on schedule
with incomplete items remaining as planned in the current calendar year. These items
must be considered as not on schedule.

(i) The NRCS representative will—

e List corrective actions on Form NRCS-CPA-13, “Contract Review,” within
the ProTracts “Contract Review” module.

o Electronically sign as the NRCS representative completing the review.

o Keep a copy of the completed NRCS-CPA-13, “Contract Review,” in the
CPC case file and upload it to DMS.

e Provide a copy of the contract review to the participants to communicate the
need to implement the delayed contract items no longer than 12 months after

the originally planned month.

(if) Rescheduling and extending expiration dates must comply with applicable
program rules and control of land provisions.

Note: When the NRCS Representative is a person other than the DC, both the

reviewing representative and the DC will electronically sign Form NRCS-CPA-
13, “Contract Review.” Additionally, items may not be delayed to the last year
of the contract for 2002 and 2008 Farm Bill contracts

(iii) A followup review will be required on Form NRCS-CPA-13, “Contract

Review,”

the following year.

(iv) Contracts that are found to be more than 12 months behind schedule or are not in
compliance with other contract provisions will follow the guidance at 440-CPM,
Part 512, Subpart H, “Violations.”

Figure 512-F3: Schedule of Operations Review

DURING ANNUAL THE CURRENT | THIS ACTION NEEDS TO | POLICY:
REVIEW, IF THE STATUS: OCCUR:

PARTICIPANT:

Is on schedule, and has On schedule Document in NRCS-CPA-13 | See note under

implemented a practice
within the first 12
months, and all practices
are being installed as
scheduled

and conservation assistance
notes.

File NRCS-CPA-13in
contract folder and upload to
DMS. Not required to notify
participant.

512.55B(2)
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Has any prior-year Behind schedule, | No modification required; 512.55B(3)
incomplete items up to 12 | Noncompliant however, 1) list all
months behind schedule corrective actions on Form
NRCS-CPA-13 and in
conservation assistance
notes (copy kept in case file
and upload to DMS) and 2)
provide status of behind
schedule practices during
next annual review on
NRCS-CPA-13
Has not started a practice | Noncompliant, The participant must agree 512.45C
within the first 12 months | Violation to revised practice
application schedule on 512.70
Exception: Has received Form NRCS-CPA-153
an approved waiver from “Agreement Covering Non-
the STC prior to 12 Compliance with Provisions
months after signing of Contract.”
contract
Has incomplete contract | Noncompliant, 1) NRCS-CPA-13 and a 512.55B(4)
items greater than 12 Violation NRCS-CPA-153 with new
months behind schedule agreed-to schedule for 512.50
completion. DC, participant
and STC or designee
signatures required.
2) Provide up to 12 months
to complete practices.
3) A followup review is
required with producer to
ensure terms of NRCS-CPA-
153 have been met.
Has not met terms and In Violation Follow termination 512.70
conditions of the NRCS- procedures.
CPA-153
Has met terms and In Compliance Document status on next 512.55
conditions of the NRCS- annual review.
CPA-153

C. Elements to be Reviewed

(1) Elements that will be annually reviewed with CPC participants include the following:
(i) Success of practices, activities, and systems completed
(if) Operation and maintenance of practices, activities, and systems
(iii) Location and condition of all portable equipment purchased with CPC assistance
(iv) Confirmation that at minimum the benchmark level of treatment or performance
levels agreed to at the time of obligation are maintained (CSP)
(v) Status of practices not completed, including partial and advance payments
(vi) Reasons for lack of progress
(vii) Need for revision of the conservation plan and schedule of operations
(viii) Description of any potential violations of the CPC
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(ix) Discussion of practices scheduled for implementation the next fiscal year, any
changes to practice amounts, location and implementation schedule, and any
need of technical assistance to be scheduled

(x) Confirmation that participants still controls all land under contract

(xi) Review of financial activity, including verification that—

o All satisfactorily completed practices and activities have been certified and
paid
e All remaining open obligations are valid
e Bank account information is still accurate
(2) Refer to the applicable program-specific part in the 440-CPM for additional required
contract reviews.

D. Annual Administrative Review of Certifications

(1) For the purposes of verification, the NRCS State office will randomly select at least 5
percent of all contract participants in the year of obligation (preferably before
payment is made) who have self-certified as each of the following:

(i) Limited-resource farmer or rancher

(ii) Beginning farmer or rancher

(iii) Veteran farmer or rancher

(iv) Having control of the land for the life of the contract

(2) In addition, NRCS will conduct verification of all other participants when it receives
a complaint or otherwise has information that a participant’s certification is incorrect.
These verifications must be completed early enough in the year to reobligate any
funds from contracts that must be terminated due to incorrect participant certification.

(3) Sample letters for use in notifying participants of this review are included in Section
512.99, “Control of Land Administrative Review”; Section 512.100, “Limited
Resource Farmer /Rancher Administrative Review”; Section 512.101, “Beginning
Farmer/Rancher Administrative Review”; and Section 512.119, “Veteran
Farmer/Rancher Administrative Review. In order to verify participants’ self-
certifications, NRCS requires the participants to provide documents that were in
effect at the time of application, as detailed in Figure 512-F4, “Annual
Administrative Reviews.” These documentations should be kept in the case file and
uploaded to DMS.

Note: There is no validation process for participants who self-certify as belonging to
a socially disadvantaged group. NRCS employees must not attempt to verify a
person’s self-certification as a member of a socially disadvantaged group.

(4) Failure to provide the information necessary to verify eligibility will result in
potential contract violation. If the information provided fails to support eligibility,
the STC or designee will take appropriate action. The STC must terminate all
approved contracts with a participant who has falsely certified control of land,
limited-resource producer, beginning farmer or rancher, or veteran farmer or rancher
status (refer to Section 512.57, “Canceling and Terminating Contracts,” for additional
information).

Figure 512-F4: Annual Administrative Reviews

Certification to be Verified Requirement

Limited-Resource Producer |Determine gross farm sales and total household income by
referring to the self-determination tool on the NRCS Web

(440-512-M, 1st Ed., Amend.123, April 2018)
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Certification to be Verified

Requirement

site. Click here to link to the Limited Resource Self-
Determination Tool:

http://www.Irftool.sc.egov.usda.gov/DeterminationTool.asp
x?fyYear=2014

\Verification requires that the participants provide Internal
Revenue Service (IRS) Form 1040, which was filed with
the IRS. Exceptions: A letter from a certified public
accountant or attorney certifying that the participants meet
the eligibility requirements may be used in lieu of IRS
Form 1040. If the individual was exempt from filing IRS
Form 1040, a written, notarized certification by the
participant, declaring the exemption and stating his or her
income for the prior reporting year, is sufficient.

Beginning Farmer or Rancher
(BFR)

If the participants provide one IRS Form 1040 from the last
10 years that shows that the participant did not file schedule
F, the participant is eligible as a beginning farmer or
rancher. Exception: Participants with nonindustrial private
forestland must provide evidence satisfactory to the STC to
verify that the participants has not had definitive
decisionmaking authority over the land for 10 consecutive
years.

Control of Land

The word “control” means possession of the land by
ownership, written lease, or other legal agreement. When
available, FSA records may be used to verify ownership.
When a land unit in the contract has multiple owners, only
one is required to sign. When a contract contains multiple
land units, with different owners, control of land must be
documented for each land unit. Where the specific
program regulation allows, STCs may waive this
requirement for Tribal land and other unique cases in
which a written lease is not customarily used.

'Veteran Farmer or Rancher

If the individual provides one IRS Form 1040 from the last
10 years that shows that the participant did not file schedule
F and provides a DD Form 214 (Report of Separation)
documenting discharge or release under conditions other
than dishonorable, the individual has documented criteria to
be considered eligible as a veteran farmer or rancher. For a
legal entity or joint operation to be considered a VFR entity,
all members must meet the definition of VFR. Exception:
Participants with nonindustrial private forestland must
provide evidence satisfactory to the STC to verify that the
participants has not had definitive decisionmaking authority

over the land for 10 consecutive years and a DD Form 214
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Certification to be Verified Requirement

documenting discharge or release under conditions other
than dishonorable.

E. Other Administrative Spot Checks

(1) Special circumstances, such as waivers, that have been granted for adjusted gross
income or payment limitations require followup to ensure that the basis or
justification for the waiver has been adequately addressed in the implementation of
the contract.

(2) Advance payments require followup to ensure that practices are being implemented
consistent with the contract appendix and schedule of operations.

(3) NRCS will perform all other administrative spot checks according to the State’s
quality assurance plan.

Note: Followup requirements for recurring payments will be conducted according to
the applicable program part in 440-CPM.

F. Misrepresentation, Scheme, or Device

(1) In accordance with the provisions of the applicable CPC appendix and program
regulation, a participant must refund all payments received under the CPC plus any
applicable liquidated damages if they are determined to have engaged in any of the
following:

(i) Adopted any scheme or device that tends to defeat the purpose of the program

(if) Made any fraudulent representation

(iii) Misrepresented any fact affecting a program determination

(iv) Adopted any scheme or device for the purpose of depriving any tenant or
sharecropper of the payments to which such person would otherwise be entitled
under the program

(v) Made changes to the operation for the sole purpose of working around payment
or contract limitations.

(2) NRCS may request an investigation by the Office of the Inspector General (OIG) in
cases where a participant is suspected of misrepresentation, scheme, or device.

(3) If misrepresentation, scheme, or device is determined, NRCS will take actions
authorized in the CPC appendix and the applicable program regulation, which may
include the following:

(i) Denying any further CPC payments

(if) Terminating CPC

(iii) Requesting cost recovery and any applicable liquidated damages, as authorized
in the CPC appendix

Note: NRCS will not disclose information concerning the existence of an ongoing OIG
investigation unless OIG has notified NRCS in writing that such confirmation may be
made or information provided. Any publicity about the allegations being investigated, or
even about the existence of a planned investigation, may interfere with the inquiry or
with necessary legal, administrative, contractual, or personnel actions.

G. “Misrepresentation and Scheme or Device”

(1) If a participant has been determined to have erroneously represented any fact
affecting a determination with respect to the contract or the regulations applicable to
the contract, adopted any scheme or device which tends to defeat the purposes of the
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contract, or made any fraudulent representation with respect to the contract, the
participant is not entitled to payments or any other benefits made under the contract
and the participant must refund all payments received plus interest. In addition, all
conservation program contracts will be terminated. This applies to any other criminal
and civil fraud statutes.

(2) The STC will make a determination and provide a brief that includes findings of facts
and supporting evidence. The Office of Inspector General (OIG), the Office of
General Counsel (OGC), or both may be consulted in making the determination. The
brief will be submitted to the Regional Conservationist and the appropriate Deputy
Chief for concurrence.

(3) The Chief approves or denies the final determination.

(4) If afinal determination is made of misrepresentation, scheme, or device, terminate
the CPC (see Section 512.57, “Canceling and Terminating Contracts”) and initiate
cost recovery (see Section 512.58, “Recovery of Costs and Liquidated Damages”).

Note: SAM.gov is the official notification site of suspension and debarment. Until
the involved agency files the official paperwork, secures the suspension from the
agency, and the action appears in Sam.gov, NRCS does not have a sufficient legal
basis to stop processing applications, contracts, or payment related to contracts other
than the application or contract under which the scheme or device occurred.
SAM.gov lists agreements that are suspended under the “excluded” search. Because

these instances are rare, State program assistants should contact FAPD for guidance
in these matters.

512.56 Practice Documentation, Certification, and Quality Assurance

Conservation treatment installed under contracts will be assessed as specified in Title 450,
General Manual (GM), Part 407, “Documentation, Certification and Spot Checking”; 340-
GM, Part 404, “Compliance — Internal and External”; and State supplements to these parts of
the GM. To ensure practices are completed as certified on Form NRCS-CPS-1245 “Practice
Approval and Payment Application,” job sheets, checkout notes, or other adequate supporting
documentation must be provided by the contractor, technical service provider, NRCS
personnel, or other qualified individuals as per 450-GM, Part 407.

512.57 Cancellation and Termination of Contracts

A. Cancellation Versus Termination

A CPC may be either cancelled by agreement of both parties or terminated for cause by
NRCS. Refer to Figure 512-F5, “Determination of Cancellation or Termination,” in this
section when making the determination. The obligations contained in the CPC are ended
through action that annuls the responsibilities of both parties to the contract. There isa

slight but significant difference in the terminology used when CPC obligations are ended,
as follows:

(i) Cancellation.—A cancellation is an equitable remedy that allows both parties to
the contract to end the contractual relationship (see Section 512.57B, “Cancelling
and Terminating Contracts”). A recovery of financial assistance payments may
or may not be appropriate, depending upon the circumstances. Liquidated
damages will not be assessed for contract cancellations.

(i) Termination.—A contract is subject to termination as a result of a material
breach of the terms and conditions included in the CPC (see Section 512.57C,
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“Cancelling and Terminating Contracts”). Therefore, a contract termination is an
adverse action (that is, termination meets the definition for an adverse decision in
accordance with 7 CFR Section 11.1, “National Appeals Division Rules of
Procedure”) and must be fully documented on Form NRCS-CPA-153,
“Agreement Covering Non-Compliance with Provisions of Contract,” or formal
correspondence as to cause for the termination and the procedure NRCS used to
ensure that the participants has been provided an opportunity to remedy the
violation, as required by the specific program regulation. (See Section 512.55,
“Contract Reviews.”) Terminations for cause will usually result in an assessment
of liquidated damages for recovery of costs associated with the administration of

the breached contract as well as recovery of financial assistance payments (see
Section 512.58, “Recovery of Costs and Liquidated Damages”).

Figure 512-F5: Determination of Cancellation or Termination

Contract Cancellation

Contract Termination

The STC may cancel a contract if
justified by the reasons provided by the
participants and when there is no
successor-in-interest. Justification for
cancellation includes, but is not limited
to—

Natural disasters, preventing
completion of contract provisions.

Documented hardships, including—
e Death.
o Major illness.

e Bankruptcy (consult with
OGCQC).

e Destruction of farm or ranch
property through fire or theft.

In the public interest and beyond the
participant’s control (eminent domain).

Military service.

Environmental or archeological
concerns.

Other economic or personal hardship.

Note: The justifications listed above do
not constitute an all-inclusive list.
There may be other reasons for a
mutual contract cancellation. However,
explanation must be provided to
substantiate the conditions that have
materialized since the contract was

The STC may terminate a contract with
respect to a participant’s interest at any
time if it is determined any of the
following apply:

Participants or land becoming ineligible

Participants losing control of land under
contract

Participants violating the terms of the
contract and failing to correct and
comply within a reasonable time

Participants failing to install, operate, or
maintain one or more practices or
activities required to meet the contract
objectives

Participant’s actions posing a threat to
the health and safety of NRCS
employees (360-GM, Part 420)

Participants being determined to have
committed any of the following acts:

¢ Knowingly misrepresented any
fact affecting a program
determination

e Adopted any scheme or device
that tends to defeat the
program’s purpose

e Made any fraudulent
representation
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obligated. Preexisting conditions will
not satisfy this requirement.

B. Cancelling a Contract

(1) Contract participants may request that a contract be cancelled. Participants must
request cancellation in writing, provide reasons for the cancellation, and, if
applicable, provide information on availability of any transferees. For situations
where a participant has died, cancellation will occur automatically unless the estate
representative notifies NRCS that an eligible successor in interest is willing to
assume contract requirements (see Section 512.54, “Contract Transfers.”). Consult
with OGC to determine who may be an estate representative.

(2) If a contract is cancelled, the participants forfeit all rights to any payments remaining
under the contract and may be required to refund payments received, as described in
the CPC appendix. When a contract is cancelled, the STC or designee will—

(i) Enter “cancelled” and the effective date of cancellation on the contract
documents. The reasons for the contract cancellation must be fully documented.

(if) Update the contract status to “cancelled” by State-level approval of a contract
modification in ProTracts.

(3) If cost recovery is assessed, the STC informs the participant in writing and appeal
rights are provided for the cost recovery but not for the cancellation. When a
cancellation is requested by the participant, approving it is not an adverse action. See
Section 512.104, “Cancellation With Cost Recovery Letter.”

(4) If cost recovery is not assessed, the STC will, in writing, inform the participants of
the approval of the cancellation request, including the forfeiture of all future
payments under the contract. The written notice will state that the cancellation is
appealable because the participant had requested the action and cost recovery is not
being assessed.

C. Termination for Cause

(1) The STC will, in writing, inform the participants of the contract termination,
including the forfeiture of all future payments under the contract and repayment
requirements to complete the termination process (see Section 512.102, “Termination
with Cost Recovery Letter”). Termination is effective as of the date of the
notification letter. Termination is an adverse action, so the participants must be given
appeal rights.

(2) When a contract is terminated, the STC or designee will immediately—

(i) Enter “terminated” and the effective date of termination on the contract
documents. The reasons for the contract termination must be fully documented.
(See Section 512.55, “Contract Reviews.”)

(ii) Update the contract status in Protracts to “Terminated” by State-level approval of
a contract modification in ProTracts.

D. Forfeiture of Further Rights

If the contract is either cancelled or terminated, the participants forfeit all rights to any
payments under the subject contract and may be required to refund all payments.

512.58 Recovery of Costs and Liquidated Damages

A. Applicability of Cost Recovery of Financial Assistance Payments
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(1) Financial assistance will be refunded in accordance with the provisions of the CPC
appendix and the applicable program regulation. NRCS may seek a recovery of all or
part of the financial assistance that has been paid to a participant when a CPC is
either terminated or cancelled. NRCS must, in all cases, consider the following when
determining the applicability of cost recovery:

(i) Whether the previously installed conservation practices can function
independently

(i) Whether the previously installed conservation practices will be affected by the
violation or the absence of other conservation practices that would have been
installed under the contract

(iii) Whether the participants agree to operate and maintain the installed
conservation practices for their lifespan

(2) Consideration of these issues must be addressed in the notification provided by
NRCS to the participants when making an assessment for a recovery of costs.

B. Liquidated Damages

(1) The term “liquidated damages” means a sum of money stipulated in the CPC that the
participants agree to pay NRCS if the participants fail to adequately complete the
terms of the contract and the CPC is terminated.

(2) As allowed by specific program rules and the CPC appendix, NRCS will make
liquidated-damage assessments on all terminated contracts at a rate of 10 percent of
the total financial assistance funds originally obligated on the CPC (TSP technical
assistance obligations are excluded). This includes both disbursed and undisbursed
financial assistance obligations.

(3) The STC may waive liquidated-damage assessments in accordance with the
applicable program regulation. Decisions to waive liquidated damages must be
applied consistently. The STCs will waive the assessment of liquidated damages
only when any of the following extenuating circumstances are documented:

(i) A contract violation resulting from the failure of NRCS to provide the requested
services for the participants to fulfill the contract obligations

(ii) A contract violation resulting from an NRCS administrative or technical error

(iii) The participants demonstrating a good-faith effort to comply with the contract
and circumstances beyond the participant’s control have prevented rectification
of the contract violation

(4) WHIP, as authorized under the 2002 Farm Bill (WHIP 2002), does not include any
regulatory provisions, nor are any terms or conditions included in the CPC appendix
for WHIP 2002 that allow an assessment of liquidated damages. Therefore, NRCS
will not assess liquidated damages for the termination of a WHIP 2002 contract.

C. Participant Notification, Followup, and Other Considerations

(1) NRCS must provide program participants with appropriate notification, followup, or
other considerations when an adverse action is necessary (see 7 CFR Section 614.6,
“NRCS Appeals Procedures™) including providing the participant an opportunity to
identify whether a hardship exists which is preventing them from complying with the
terms of the contract.

(i) When the STC requires a recovery of financial assistance or the assessment of
liquidated damages, NRCS must notify the CPC participant. Refer to the
template letters in Sections 512.102, “Termination with Cost Recovery,” and
512.104, “Cancellation with Cost Recovery,” for communicating cost recovery
actions. The STC will ensure that cost recovery actions are applied consistently
and equitably among contract participants.
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(i) The STC is encouraged to waive cost recovery and liquidated damage
assessments that total $1,000 or less, as being in the public interest.

(iii) Following consultation with the State Technical Committee, the STC may
supplement this paragraph to identify additional considerations for evaluating
CPC participant requests for full or partial waiver of the cost recovery amount.

(iv) When recovery of previous financial assistance payments or liquidated damages
is being considered, the STC may determine if equitable relief would be justified.
Equitable relief can be considered if an NRCS representative has provided
erroneous information or acted erroneously or if a participant has failed to
comply fully with CPC requirements due to a hardship that prevented contract
compliance. A good-faith effort is required in both cases. Refer to 440-CPM
Part 509, “Equitable Relief from Ineligibility for Conservation,” when such
situations occur.

(v) The following are considered to be adverse program decisions for the purpose of
providing appeal and mediation rights:

e Termination of a contract

e The amount of the cost recovery associated with a cancellation or termination
or a liquidated-damage assessment for a termination

o Denial of a waiver or partial waiver of the recovery of costs or liquidated
damage assessment

All notifications in which a cost recovery or a liquidated-damage assessment is being

made must be fully supported by the facts in the specific CPC case file as well as

documented in the participants notification letter. See 440-CPM, Part 510, “Appeals
and Mediation,” for more guidance. The notice to participants must differentiate
between recovery of payments and assessment of liquidated damages. Based on the
initial participants notification letter and bill entered into FMMI, interest will accrue
on the amount not paid after the first 30 days. Interest will continue to accrue until
the payment is received in full.

D. Cost Recovery Procedures

)

)

©)

(4)

The Accounts Receivable Services Branch (ARSB) enters cost recovery amounts into
the Financial Management Modernization Initiative (FMMI) system to initiate the
collection process. If recovery amounts are changed upon conclusion of the appeals
process, with proper documentation ARSB can cancel the original cost recovery
amount and enter the new cost recovery amount in FMMI. State points of contact
(POCs) for ARSB request specific actions be taken by ARSB (enter cost recovery
amount, cancel cost recovery, enter new cost recovery amount) and provide ARSB
with copies of required documentation to support these actions.

Upon State Conservationist determination of the cost recovery amount and sending
an adverse decision notice letter to participant, immediately provide the State POC
for ARSB with a copy of the notification letter.

The POC uploads a request to enter the recovery amount in FMMI and a copy of the
notification letter to the ARSB SharePoint site. A bill with payment instructions is
sent to the participants by NFC.

If the participants appeal the cost recovery amount within the time provided in the
notice letter, the State POC uploads a request to the ARSB SharePoint site to place a
hold on the debt and also uploads supporting correspondence and documentation.
The hold prevents the debt from being sent to the Treasury for collection. Note that if
the debt is accruing interest, it will continue to do so throughout the appeal
procedures.
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Depending on the outcome of the appeals procedure, the POC will upload a request
to the ARSB SharePoint site to do one of the following:

(i) Remove the hold

(ii) Cancel the debt

(iii) Cancel the original debt and enter a new debt amount

Note: It is important that both NRCS and the participant or appellant adhere to the
required timelines for response in the appeals process. Late response by the
participant may mean loss of the right to appeal the cost recovery amount under
program or NRCS appeals regulations. Late response by NRCS may mean loss of
authority to pursue cost recovery.

If the cost recovery amount is unchanged at the conclusion of the appeals procedure,
the POC requests ARSB to release the hold and resume the debt collection process.
The participants will not get a new billing notice; they will be expected to follow
directions in the most current billing notice.

If the cost recovery amount is reduced partially or completely at the conclusion of the

appeals procedure, the POC requests ARSB to cancel the original cost recovery

amount or enter a new recovery amount, as appropriate. A copy of the decision letter
or agreement must document the reduction or cancellation is being done under
authority of applicable program or NRCS appeals or equitable relief regulations, and
is not a waiver of debt that can only be approved under debt collection regulations.

See also Section 512.68, “Claims, Debt Collections, and Offsets.”

(i) If the cost recovery is reduced to no recovery, upon cancellation of recovery
amount by ARSB, the process is complete.

(ii) If the cost recovery is reduced but not eliminated, the POC uploads a request to
enter the new cost recovery amount in FMMI along with supporting
documentation the ARSB SharePoint site. If the participants have rights to appeal
the new amount, they must be provided those rights in a new decision letter. The
participants will get a new bill for that amount from NFC.

Cost recovery cancellation provisions are not applicable to improper payments or to

recovery of financial assistance and liquidated damages assessments for which the

participants have not exercised appeal rights or have exhausted appeal rights. After
appeal rights have been exhausted, final cost recovery and liquidated damages
assessments are adjusted in the FMMI system for collection, which cannot be waived
by the State Conservationist except for limited specific situations. (See Section

512.68, “Claims, Debt Collections, and Offsets.”)

E. Disposition of Recoveries

1)

)

The refund of financial assistance payments is applied to the applicable budget fiscal
year and fund of the original payment. The refund is posted in FMMI. Liquidated
damages are not a recovery of program payments and are deposited in the U.S.
Treasury. Correspondence regarding cost recovery must show each recovery
separately within the body of the letter in order for the collections to be deposited in
the correct account.

Payments received from participants are not back-fed in ProTracts or Fund Manager.
State must have adequate documentation in the case file so these payments made
back to NRCS can be taken into consideration when evaluating payment limitation
issues and other program eligibility requirements.
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512.59 Unauthorized Commitments

A. An unauthorized commitment is an agreement or contract that is not binding solely
because the Government representative who made it lacked the authority to enter into that
agreement or contract on behalf of the Federal Government or failed to follow the proper
obligation or modification process.

Example: A participant is informed by NRCS that they may proceed with installing a
practice or activity and will receive a program payment for a practice or activity not
included in their approved contract.

B. NRCS employees must ensure they do not make inadvertent verbal or written promises or
agreements that purport to bind the Government to program payments that are not authorized.
An employee who makes an unauthorized commitment may ultimately be held personally
liable for any payments or actions related to the commitment.

C. An unauthorized commitment is a violation of program provisions. Program provisions
require contract implementation and modifications conform to statute, regulation, and policy.
Unauthorized commitments associated with conservation program contracts (CPCs) may be
ratified under equitable relief rules and procedures when a participant detrimentally relies on
agency incorrect actions or information (i.e., misaction or misinformation). Equitable relief
provisions are found at 7 USC Section 7996, 7 CFR Part 635, and 440-CPM, Part 509. A
Participant must have acted in good faith and must meet all criteria under 7 CFR Section
635.3 to be eligible for equitable relief consideration. Additionally, equitable relief based on
incorrect actions or information (i.e., misaction or misinformation) requires a corrective
action plan be submitted by the State. See 440-CPM, Part 509, Subpart B, Section 509.12.

Note: The agency has discretionary authority to take disciplinary action against an
employee who makes an unauthorized commitment as part of a corrective action plan.

D. Processing Approved Ratifications.—Contracts that are ratified via approved equitable
relief determinations will be processed as follows:

(1) In-scope.—Approved ratifications on active contracts to add practices that are within
the original scope of the contract and in which the work has not yet been completed
will have practices added through the modification process in ProTracts (see section
512.51) and utilize funds from the original year of the contract obligation.

(2) Out-of-Scope.—Approved ratifications for a practice that is outside the scope of the
original contract and in which the work has not yet been completed will have
practices funded with a new contract utilizing current-fiscal-year funds.

(3) Approved ratifications on contracts (regardless of the contract status) in which the
work has already been completed are processed through a special payment (see
section 512.69).

E. At the end of each fiscal year, states must submit a complete list of unauthorized
commitments to the Regional Conservationist. The list must include the contract number,
participant name, the unauthorized commitment amount, and a copy of the corrective action
plan.
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Part 512 — Conservation Program Contracting

Subpart G — Conservation Program Payments

512.60 Applying for Conservation Program Payments

A

Direct Deposit Required

The Omnibus Consolidated Rescissions and Appropriations Act of 1996 mandated the
use of electronic funds transfer (EFT). It requires all Government payments, other than
tax refunds, to be made electronically. NRCS requires that all program payments be
made by direct deposit unless the participant requests and is approved a waiver as
described in 31 CFR Section 208.4(a). NRCS payments issued by EFT are reported to
the Office of Management and Budget (OMB) as part of the President’s Management
Agenda (PMA) Governmentwide metrics.

Note: The National Finance Center (NFC) will establish vendor records based on an
approved hardship waiver or for a one-time payment waiver. After payment with the
one-time payment waiver, the vendor file will be deactivated. Participants attempting to
avoid the direct deposit requirements by requesting waivers can expect delays in receipt
of conservation program contract (CPC) payments over and above the time required for
mailing due to the creation of new vendor records.

Immediate Pay Required

The Prompt Payment Act, 31 U.S.C. Sections 3901 to 3907, is not applicable to CPC
contracts. This act only applies to payments made by the Federal Government under
contracts for the acquisition of goods and services. CPC payments are financial
assistance, not procurement contracts. All payments through CPCs are processed as
“immediate pay.” Payments will generally be made within 5 business days after the
payment application has been approved in Financial Management Modernization
Initiative (FMMI).

Form NRCS-CPA-1245, “Practice Approval and Payment Application”

Practices or activities are to be checked for compliance with plans and specifications and
certified as per Title 450, General Manual (GM), Part 407, as soon as practicable after
satisfactory completion. Participants must then apply for NRCS conservation payments
on Form NRCS-CPA-1245, “Practice Approval and Payment Application,” including
payments for participant-acquired technical service provider (TSP) services included in
the CPC.

. Receipts Not Required

When payment rate or flat rate methods are used, no receipts or bills are required to be
submitted to support the payment application. (NRCS may request receipts to assess the
need for adjustments to the current cost data. Receipts collected for this purpose are not
filed in the CPC case file.)

Itemized Receipts Required

The participants must submit acceptable itemized receipts, invoices, or bills to support
payment applications based on “actual cost not to exceed the average cost” (AA) and
“actual cost not to exceed a specified maximum cost” (AM) methods (refer to section
512.30 for additional information). These materials are placed in the CPC case file with
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the applicable Form NRCS-CPA-1245, “Practice Approval and Payment Application.”
Actual cost methods are not applicable to financial assistance obligations made after
September 30, 2006. Actual costs are needed to calculate payments for technical services
provided by a TSP using technical assistance funds.

F. Cost Caps

(1) If authorized per program rules, cost caps are a means of limiting the payment
amount for a practice. Caps are available and applied only at the practice contract
item level in ProTracts by using the “cost share cap,” for achieving one of the
following:

(i) Limiting practice cost to a maximum amount regardless of the participant’s cost
or extent performed.
e State Conservationists must announce practice cost caps as per section
512.32.
e Cost caps for announced practices must be applied consistently to all
similarly situated CPCs.
(ii) Imposing a regulatory payment limitation.
(2) Cost caps may be established during CPC development or by a modification.

G. Use of Other Funds

(1) The participant’s share of the cost of installing practices for Environmental Quality
Incentives Program (EQIP) may come from other non-USDA public and private
sources without a reduction in NRCS funding. If other funds are used on an
Agricultural Management Assistance (AMA), Conservation Security Program (CSP
2002), or Wildlife Habitat Incentive Program (WHIP) contract, the NRCS share may
be reduced so that total Federal funding does not exceed the applicable program cost-
share rate for contracts prior to September 30, 2007, or the payment rate for contracts
after September 30, 2007, as noted in Subpart D, “Program Payment Schedules.”
AMA also requires that total funding from other sources not exceed 100 percent.
Refer to the applicable part of Title 440, Conservation Programs Manual (CPM), for
specific program guidance.

(2) The participant will certify on Form NRCS-CPA-1245, “Practice Approval and
Payment Application,” his or her receipt of other USDA funds for the completion of
the practice and the amount contributed by the USDA agency. Contributions of
materials by other USDA agencies will be assessed at the average cost rate or the
payment rate for the particular practice or component at the time of installation.

(3) A participant is not eligible for payments for conservation practices on eligible land
if the participants receives payments or other benefits for the same practice on the
same land under any other conservation program administered by USDA. NRCS
field personnel must monitor ProTracts and Fund Manager payment activity across
all programs to ensure that there are no duplicate payments across NRCS programs.

H. Processing Payment Applications in ProTracts

(1) All payment applications are initiated in ProTracts. Immediately upon notification of
a completed practice or activity, the designated conservationist or designee will—

(i) Identify the contract associated with the payments.
(i) Complete practice checkout and documentation, as required in 450-GM, Part
407.
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(iii) Complete the practice certifications to show the actual extent performed for each
practice and component on Form NRCS-CPA-1245, “Practice Approval and
Payment Application,” for participant signature.

Upward adjustments in certified quantities resulting in payment increases of
less than $500 per contract item do not require a modification. ProTracts
will automatically access the appropriate account and transmit the CPC
obligation increase request with the payment to FMMI. Not applicable for
CSP.

In accordance with language in the applicable contract appendix in fiscal
years 2007 through 2013 contracts, payments for a practice implemented
according to or ahead of the original schedule may be updated to reflect an
indexed payment rate in effect for the year the practice is completed, subject
to the availability of funds. Not applicable for CSP.

(iv) Complete payment instructions to prepare the payment document for signature
by the participant. Enrolled Fund Manager vendor coordinators are prohibited
from completing this step.

Verify the participant’s name, address, payment shares, signatory authority,
and direct deposit information. If an assignment of payment is to occur, it
must be documented in ProTracts (see Section 512.62, “Payment
Assignments™).

Form NRCS-CPA-1245, “Practice Approval and Payment Application,”
must reflect all participants receiving a share of the payment and incorporate
current active payment assignments, program payment limitations, or AGI-
commensurate reductions for ineligible entity members.

Ensure that the payment application is signed and dated by the contract
participant after completing the required certifications. This will be
internally controlled in ProTracts by requiring the entry of the signature date
prior to payment approval. Signatory authority is established at signing of
the contract (Section 512.21B, “Signature Authority”) or by modification
(Section 512.50B, “Modifications™).

(v) All payments must be reviewed using the payment checklist in Section 512.118,
“ProTracts Financial Management Modernization Initiative (FMMI) Payment
Review Checklist,” or an equivalent State checklist. The validations to occur and
the documents to be reviewed include, but are not limited to—

A copy of the signature page (the page displaying block 4, “Contract
Participants”) of Form NRCS-CPA-1202, “Conservation Program Contract,”
showing participant signatures on a contract (required only when Form
NRCS-CPA-1202, “Conservation Program Contract,” has not already been
provided as described in Section 512.47, “Numbering and Distributing
Contracts”).

A copy of Form NRCS-CPA-1245, “Practice Approval and Payment
Application,” signed and dated by the participants.

A copy of Form NRCS-CPA-1236, “Assignment of Payment,” if the
participant is assigning all or a portion of the payment to one or more parties.
A power of attorney or other legal documents substantiating signature
authority if the payment request is signed by a person who has not signed
Form NRCS-CPA-1202, “Conservation Program Application,” as a CPC
participant.
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e A copy of Standard Form (SF)-1199A, “Direct Deposit Sign-Up” or Form
NRCS-FNM-060, “Electronic Funds Transfer Hardship Waiver Request,” for
each payee.

e The payment is directed to the correct bank account, and the payment address
is correct for mailing of checks and Internal Revenue Service (IRS) Form
1099. It is important to verify with the participants that their information has
not changed to reduce the potential of rejected payments at Treasury for both
participants and assignees.

e A copy of invoices (or other documentation) to support payment calculations,
if payment is for AA or AM cost-share-type payments (refer to Section
512.30 “Methods for Making Conservation Payments,” for additional
information). Payments for technical services provided by a TSP using
technical assistance funds require such invoices.

o Determine that the requested payment amount for each payee is correctly
calculated and that all participants and assignees, where applicable, are
receiving their designated share of the payment.

Note: When personally identifiable information is transmitted, it must be
protected from unauthorized access.

(vi) A rigorous payment review must be complete and accurate prior to approving
payments.

o Only payments that have been accepted by the payment reviewer, whose
name and date will be electronically stored, may proceed to payment
approval.

e All payment applications that have not met the payment review accuracy
criteria must have corrective actions completed before being “Accepted.”

(vii) Approve the payment in ProTracts, which affixes an electronic signature to

Form NRCS-CPA-1245, “Practice Approval and Payment Application.” This

form must be maintained in the CPC case file for audit purposes. Participants

will not sign this duplicate copy of the form. ProTracts transmits the payment
application directly to FMMI daily for payment through the Treasury. Internal
software controls prohibit the user who completed the payment review from
approving the payment he or she reviewed.

I. Payments When a Participant Has Died

(1) If a practice or activity was completed prior to a participant’s death, payment may be
made and be considered proper. NRCS must verify the practice met applicable
practice standards, specifications and site specific designs, and other participant
eligibility requirements before the death of the participant. The practice may be
certified in ProTracts after the death of the participant if NRCS can document the
practice was completed before death of the participant.

(i) The participant’s signature on Form NRCS-CPA-1245, or a signature by someone
with a valid power of attorney (POA) made prior to the participant’s death, may
be accepted.

(if) Signature by a POA made after the participant has died may not be accepted for
any purpose. A POA immediately becomes invalid upon death of the person who
authorized it.

(iii) If the practice was completed before death of the participant, but neither the
participant nor someone with valid POA signed Form NRCS-CPA-1245 before
death of the participant, NRCS may accept the signature of an executor or other
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authorized estate representative on Form NRCS-CPA-1245 after the participant’s
death, if such person is identified by operation of State law, in a will, or court-
approved document (consult with the regional OGC to assist with determining
who is authorized to act on behalf of the deceased participant). This signature
must include notation of the basis on which they are signing, such as “John Jones
by Mary Jones, executor of the estate of John Jones.” These payments issued to
the estate and associated tax identification number are considered proper.

(iv) There is no time limit for making a proper payment. The second-level reviewer
must always be made aware if the participant has died, to verify the payment is
proper. By following normal annual contract review requirements, death of the
participant should be documented no later than 1 year after death.

(2) If the participant died or became incapacitated before the practice was completed,
payment may not be made to that participant or in a contract under that participant’s
name unless an estate representative or surviving spouse or heir completes the
practices within the same program year that the participant died or became
incapacitated. The State office may consult with OGC to determine acceptable
signature for completed practices. Follow procedures in section 512.54 to determine
if the contract may be transferred to a new eligible participant. As per 7 CFR Section
1400.210, the estate representative may be authorized to act on behalf of the deceased
participant for the remainder of the program year and may qualify as an eligible
transferee in the fiscal year following the participant’s death or else transfer the
contract to an eligible transferee within 60 days of the new fiscal year. Follow
procedures in Section 512.54, “Transfer of Land,” to determine if the contract may be
transferred to a new eligible participants. Whether the estate or other transferee
assumes responsibility under the contract, a contract modification (refer to 440-CPM,
Part 512, Subpart F, Sections 512.50, “Modifications,” and 512.51, “Modification
Procedures,” for additional information on modifications) using Form NRCS-CPA-
152, “Conservation Program Contract Transfer Agreement,” must be executed by the
transferee and by NRCS.

(3) When the participant is an entity, and a member of the entity dies before a payment is
made, NRCS follows the determinations made by the USDA Farm Service Agency
(FSA) under 7 CFR Part 1400 if the person was a valid member of the entity for
payment purposes for the fiscal year the payment was made.

512.61 Applying for Recurring Payments
A. Recurring Payments

Recurring payments are for items that a participant is currently implementing and agrees
to continue as scheduled in the contract.

B. Participant Notification

(1) Payment for recurring items will be based upon CPC participants self-certification on
Form NRCS-CPA-1245, “Practice Approval and Payment Application,” and
verification of supporting data by the designated conservationist. To accomplish this,
an annual practice reminder letter (Section 512.96, “Annual Practice Reminder Letter
Template™) will be sent to the participants at the beginning of the calendar year. It
will include—

(i) The CPC participants’s name.
(ii) The contract number.
(iii) A list of practices and activities scheduled for the current calendar year.
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(iv) A request for the participants to contact the servicing office regarding changes in
agriculture operation or personal information, such as loss of control, payment
shares, or banking information.

C. Self-Certification Receipt

Upon receipt of the participant’s self-certification and the information listed in 450-GM,
Part 407, “Documentation, Certification, and Spot Checking,” the NRCS approving
official will verify that the practice or activity meets standards and specifications prior to
approving the payment application in ProTracts.

D. Requirements for Contract Reviews

For contracts with recurring payments that cannot be certified, the contract may be in
violation. See Section 512.55, “Contract Reviews,” for requirements.

512.62 Payment Assignments

A. Assignment Process

Any participant (assignor) receiving CPC benefits may assign his or her payments to
another individual or business (assignee) by filing Form NRCS-CPA-1236, “Assignment
of Payment,” with NRCS (see Section 512.117, “Assignments of Payments to Farm
Service Agency (FSA)”). The CPC participant is responsible for providing the direct-
deposit information for an assignee. Payments made to an assignee are reported to the
IRS as though they were received by the assignor. The assignor will also receive the
deduction from the available payment limitation.

B. Amount and Timing of Assignments

Assignments are authorized in a fixed dollar amount and will remain in effect until either
that dollar threshold has been disbursed to the assignee, all the items to which the
assignment is applicable have been completed, or the CPC participant and the assignee
jointly agreed to revoke the assignment for the contract. Assignments may be established
any time after CPC fund obligation, including when a payment application is filed by a
participant. See Section 512.90, “Summary of Forms Used,” for additional instructions
on completing Form NRCS-CPA-1236, “Assignment of Payment.”

Note: Assignments are dollar specific, not practice specific. Recording assignments
prior to the specific practices being certified may result in payments for other practices
being processed to the assignee. If the participant desires an assignment to be made
associated with the installation of a specific practice (for example, “irrigation system,
sprinkler”) in a contract containing multiple conservation practices, add a payment
assignment in ProTracts prior to processing the practice payment application. If the
assignment authority has ended after a specific practice installation, or the installed
amount is less than the planned amount, the assignment must be revoked prior to another
practice payment or an erroneous payment could be made to the assignee.

C. Handling in ProTracts

ProTracts requires that a separate payment assignment be established on each contract for
which an assignment is requested. The only limit on the number of assignments that may
be authorized for a participant or a contract is the dollar value of the contract. However,
management of assignments generate an administrative workload and cause an inordinate
number of payment assistance requests if applied incorrectly and therefore should be
minimized.
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512.63 Technical Assistance Payments

A. Availability to CPC Participants

A program participant may elect to use a TSP in lieu of NRCS for technical assistance.
NRCS may provide funding for technical assistance provided by a TSP through a CPC.

B. Modification Requirements

)

()

Before beginning any technical assistance through a TSP, the participant must locate
a certified TSP through TechReg, NRCS’s online TSP registry
(http://techreg.usda.gov), who is willing to perform the services needed. If technical
assistance (TA) funds were not obligated when the contract was signed, the
participant must request a modification of his or her CPC, to include funding for the
services. This modification must be signed and dated by the participant and
electronically signed and dated as technically adequate and signed by the NRCS
approving official, and funds obligated, before the participant is authorized to receive
payment for TSP services. A subsequent modification must be approved to obligate
funds prior to starting the TA item.

Technical assistance dollars come from current year funds. Future-year technical
assistance items may be funded from current year TA.

C. Payment Application

When a TSP has completed the work, the participant supplies NRCS the required
supporting documentation, including invoices from the TSP, and initiates a payment
application using Form NRCS-CPA-1245, “Practice Approval and Payment
Application.” One participant signature is required. An assignment of payment using
Form NRCS-CPA-1236 may be used by the participant for technical assistance payments.

D. Payment Processing

The designated conservationist or farm bill specialist processes a TSP-related payment
application in a manner similar to any other practice or component included in the CPC,
with payment being authorized by a second-level reviewing official.

512.64 Disapproval of Payments Applications

A. Payment applications that are incomplete or contain incorrect calculations will be rejected
by the payment reviewer. If this occurs—

(1) The payment reviewer will notify the designated conservationist or farm bill

specialist of the deficiencies.

Note: An adequate payment review (in ProTracts) will minimize incomplete or
inaccurate payment applications reaching FMMI. Payments cannot be rolled back
once they are in FMMI.

(2) The designated conservationist will—

(i) Submit additional documentation requested by the second-level reviewer.

(ii) Remove the “approved” status from the payment application in ProTracts if
changes are needed.

(iii) Correct deficiencies in the payment application in ProTracts.

(iv) Reapprove the payment application in ProTracts.
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B. The designated conservationist will promptly notify the participants if additional
documentation is needed to process a payment application.

512.65 Payments Not Authorized

A. Payment is not authorized for practices or activities for which no contractual obligation is
present in the CPC document. Participants will be notified in writing, and payments will not
be authorized for any of the following:

(1) Any implementation that is less than a complete practice

(2) A practice that depends on the performance of another practice that has not yet been
installed (for example, a water and sediment control basin that requires an
underground outlet and critical area seeding) or that failed to meet NRCS standards
and specifications and for which a financial assistance payment was denied

Note: In the latter case, the participants must be informed in writing of the actions
required to correct the deficiencies (see Section 512.55, “Contract Reviews”). Form
NRCS-CPA-153, “Agreement Covering Non-Compliance with Provisions of
Contract,” may be used for this purpose.

(3) Any work requiring a contract modification that is started by a participant before
funds are obligated by the NRCS approving official, including services of a TSP

(4) Practices started before the contract was approved, unless a waiver was issued in
accordance with Section 512.23, “Submitting Applications”

(5) Use of used materials, except as set forth in Title 210, National Engineering Manual,
Part 512.

(6) Any payment application that would result in duplicate payments

(7) A financial assistance payment that would result in total payments exceeding the
program contract or payment limitations

(8) Practices or activities that are completed or certified after the date of the documented
contract period of performance, or after the expiration date

(9) A practice that does not meet Field Office Technical Guide standards and
specifications, does not meet the practice intent, or would reapply a practice while the
original implemented practice is still within its practice lifespan

B. Exceptions
A practice failing due to no fault of the participant (see Section 512.53, “Reapplication of
Failed Conservation Treatment”).

512.66 Designating Payment Shares

A. Establishing Shares in the CPC

Payment shares among participants are established when the CPC is approved and apply
to all practices and components for a contract. Payment shares should reflect what is
recorded on the CCC-902 or CCC-901.

B. Changing Payment Share Distributions

A contract modification is necessary if the participants requests a different share
distribution. Following approval of CPC modification on Form NRCS-CPA-152,
“Conservation Program Contract Transfer Agreement,” the new payment shares will
apply to all subsequent payment applications.
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Note: Changing payment share distribution to work around payment limitations is
prohibited. For additional information on payment shares refer to section 512.42B(4).

C. Entity Payments

When a legal entity is approved as a CPC participants, all payments will be made to the
entity. For payment limitation purposes, NRCS will attribute payments to both the legal
entity and to eligible entity members according to the ownership share filed with FSA on
Form CCC-901, “Member’s Information,” or Form CCC-902 “Farm Operating Plan for
an Entity.” The legal entity is responsible for distributing payments to its members.

512.67 Incremental, Partial, and Advance Payments

A. Use of Incremental Payments

Under limited circumstances, practices within a single contract item may be modified
into one or more contract items to permit incremental installation of full practice extent.

(i) For example, a practice with a 100-acre extent may be modified to reflect two 50-
acre contract items that can be paid, provided the individual contract items can
function on their own as standalone practices.

(ii) For contracts obligated prior to September 30, 2007, payment applications for a
practice with multiple components may only be processed for one or more
completed components. Policy does not support incremental payment on a
practice component.

(iii) Contracts must be modified to clearly indicate the schedule and quantity to be
implemented.

Note: CSP 2002, 2008, and 2014 payments are for established, recurring
enhancements and activities and the contract may not be modified to allow for an
incremental payment.

B. Use of Partial Payments

(1) Use of the partial payments feature in ProTracts is prohibited. Under no
circumstances are partial practice payments to be used to circumvent annual payment
limitations or to reimburse a participant funds on an incomplete conservation
practice.

Note: Most issues can be resolved following the guidance under section 512.67A.

(2) Exceptions to this policy are limited to contracts entered under the 2002 Farm Bill
and must be requested in writing and will be granted on a case-by-case basis. The
request will explain what extreme hardship is preventing participants from
successfully implementing the conservation practice or activity must be approved by
the Deputy Chief for Programs. Exceptions to policy will not be granted for
hardships that were preexisting when the participants entered into the CPC.

C. Advance Payments (not allowed in CSP)

(1) Historically underserved participants with AWEP, CBWI, or EQIP contracts
obligated under the 2008 Farm Bill may be eligible for advance payments. In
addition, historically underserved participants with EQIP contracts obligated under
the 2014 Farm Bill may be eligible for advance payments.

(i) To be eligible for an advanced payment—
» 100 percent of the payment shares must be assigned to a beginning farmer or
rancher, a limited-resource farmer or rancher, or a veteran farmer or rancher.
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» At least 50 percent of the payment shares must be assigned to a socially
disadvantaged farmer or rancher.

(if) Advance payment requests may not exceed 30 percent for FB2008 contracts or
50 percent for FB2014 contracts of the estimated payment a participant is
scheduled to receive for a contract item. To determine the authorized advance
payment, the designated conservationist must confirm all of the following prior
to approving the advance:

» The scheduled practice for which the advance is needed has an approved
design or job sheet based on site-specific conditions.

» All necessary contract modifications related to the contract items for which
an advance payment will be made must be completed prior to approving the
advance payment. This includes modifications to adjust the practice extent or
change the payment schedule scenario to more closely match the final
practice design.

(iii) Advance payments may only be provided for anticipated “out-of-pocket” costs
associated with purchasing materials, supplies, equipment, and services required
for practice implementation. Advance payment are available for all practices,
including vegetative, structural, management, conservation activities, and
conservation activity plans.

(iv) The timing of advance payments is to be such that the participant will expend
the funds or complete the practices according to the timeframe specified in the
CPC appendix. Failure to expend the funds or complete the practice as specified
will be considered noncompliance with the CPC and is to be documented on
Form NRCS-CPA-153, “Agreement Covering Non-Compliance with Provisions
of Contract.”

(v) Subsequent incremental practice installation or advance payments are not
permitted on the same contract item.

(vi) Certifying the remaining balance of an advance item must be completed within
the specified timeframe. The remaining extent of the practice may not be less
than the amount of the advance payment. Modifications must be completed
prior to an advance being issued to prevent problems in ProTracts.

(2) Reports are available in ProTracts to monitor the status of advance payments.
Participants who have received advance payments and fail to expend the funds or
complete the practice according to the timeframe specified in the CPC appendix will
be found in contract violation.

(i) STCs must notify the participant of contract violation using Form NRCS-CPA-
153, “Agreement Covering Non-Compliance with Provisions of Contract,” and
provide a reasonable amount of time for the participant to return the advanced
funds. If the participant fails to return the funds within the time period
established by the STC, follow procedures in Section 512.57, “Canceling and
Terminating Contracts,” for termination of contract and Section 512.68, “Claims,
Debt Collection, and Offsets,” for collection of funds.

(ii) If the participant returns the funds with the specified timeframe, the funds should
be returned to the contract and the practice status returned to “planned.”
Sufficient evidence documenting that the funds have been returned must be
provided to ProTracts Support to assist with resetting the practice status. Once
the status is reset, the contract is no longer in noncompliance.

D. Recovery of Partial or Advance Payments

Internal controls in ProTracts will prevent cancellation or termination of a CPC that has
an outstanding partial or advance payment. State Conservationists do not have the
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authority to waive any required recovery of a partial or advance payment. Contracts that
are to be cancelled or terminated must have all outstanding partial or advance payments
reconciled. This situation occurs when the contract items were not modified into separate
items when making a partial payment or when an advance payment item was not
completed. Follow procedures in Section 512.68, “Claims, Debt Collections and
Offsets.” Documentation that a receivable has been established in FMMI must be
provided to ProTracts Support in order to reconcile the outstanding contract items.

512.68 Claims, Debt Collections, and Offsets

A. Collection of Debts

B.

C.

Collection of amounts due under NRCS-administered contracts will follow procedures of
the Debt Collection Improvement Act of 1996 (DCIA). Debt settlement policies and
procedures are authorized by 7 CFR Part 1403. Participants will be notified in writing of
the amount owed. NRCS will send the initial notification letter to participants,
identifying the contract number, amount owed, and reason for collecting these funds (see
Section 512.98, “Debt Collection Letter Template,” for a debt collection letter template).
The STC or Chief may waive the collection of overpayments in certain limited
circumstances (see paragraph G below). Federal claims collections standards require
aggressive agency collection activity.

Receivables

When the program notification letter is sent to the participants, immediately provide a
copy to the State financial management staff (FNM) to enter the receivable into the
FMMI accounting system. The full amount of the bill is to be recorded when the initial
program notification letter is sent to the participants.

Debt Collection Using ARSB

(1) The Accounts Receivable Services Branch (ARSB) enters debts to be collected into

FMMI to initiate the collection process.

(2) The State point of contact (POC) for ARSB will notify ARSB of a debt to be
collected and upload a copy of the collection notice to the NARST SharePoint site.

(3) When the receivable is entered into the FMMI system, NFC mails a bill to the
participant, requesting payment for these amounts. The participant must make the
check payable to “U.S. Department of Agriculture—NRCS,” and follow the
instructions on the bill.

(i) If payment is not received within 30 calendar days of the date of the NFC bill,
interest will start to accrue on the total amount requested in the letter for the full
amount of the delinquent debt, including the principal and any other charges due.

(ii) A hold may be placed on the bill during an appeal. If an appeal is filed, the State
POC notifies ARSB to place a hold on the debt. Once the appeal process is
complete, the POC notifies ARSB to either cancel the bill or remove the hold on
debt collection.

(iii) After 30 calendar days, NFC will send up to three demand letters, which provide
payment options as per 7 CFR Part 1403. If there is no response after the three
demand letters, NFC will then transfer the debt to the U.S. Department of the
Treasury to offset the payment against any other payments to the participant.

(iv) Collection of amounts due will follow DCIA procedures and will accrue interest
at the current value of funds rate published in the Federal Register by the U.S.
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Department of the Treasury. The outstanding debt is referred to the Treasury
Offset Program (TOP).

D. Commodity Credit Corporation (CCC) Debt Register

If a participant receiving a CPC payment is on the CCC debt register but the indebtedness
has not yet been submitted to TOP, the only option to offset the payment is by using
Form NRCS-CPA-1236, “Assignment of Payment,” signed by the participant assigning
his or her payment to the USDA agency. The CCC debt register allows payments to be
offset for other USDA agency debt (starting when the initial notification letter is sent).
The NFC disbursing center only honors debts referred to TOP.

E. Offsets to Payments Made by the Treasury Department

If a participant receiving a CPC payment is indebted to another Federal agency (for
example, IRS) or USDA, and the DCIA collection procedures resulted in a debt being
referred to TOP, the compensation due that participant will be reduced by the amount
owed the U.S. Government. This action will be accomplished by the Treasury
Department. Offsets to payments made pursuant to this section do not deprive the
participant of any rights to contest the indebtedness. When offsets are made by the
Treasury Department against a CPC payment, FMMI payment records reflect full
payment to the participant. The FNM staff is not notified of the offset, but can inquire to
the NFC payments branch to determine if an offset was applied to a payment. The CPC
participant will not be notified by NFC or the Treasury Department when payment of an
offset occurs.

F. ProTracts and Collections or Claims
Neither collections nor claims are recorded in ProTracts.
G. Handling of Small Debts

(1) Debts Less than $25
(i) Debts of less than $25 may be compromised, unless otherwise specified by
legislation or program procedures, under any of the following situations:

e The producer is deceased, incompetent, or cannot be located.

e The cost of further collection efforts, including the costs incurred to obtain
the facts establishing liability or the costs to establish or locate the liable
party, will exceed the amount recovered.

e There is no possibility of imminent collection.

(if) A memorandum of justification is not needed, and this rule applies if the debt is
the initial amount or the balance of a reduced debt.
(2) Exceptions
(i) Do not disregard debts of less than $25 under any of the following situations:

e There is evidence that civil fraud or criminal statutes have been violated.

e A person or firm appears to habitually or deliberately submit underpayments
or documents causing overdisbursements.

e Program policy mandates that small balances not be written off.

Program operations would be adversely affected.

e Several small amounts involving the same facts or basis of liability can be

included in a single billing or demand, if collection is imminent.

e It would not be in the best interests of USDA to disregard the debt.
(3) Accept Voluntary Payments
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Regardless of whether a debt has been compromised in accordance with this section
because of the small amount, accept any amounts the producer voluntarily pays
toward satisfying the debt.

(4) Procedures

Write off the receivable in FMMI in accordance with financial management
procedures after a debt has been compromised as allowed by this part.

512.69 Special Payments

A. Definition of Special Payments

Special payments occur whenever a payment is made that does not conform to the NRCS
administrative policies (see Section 512.111, “Indicators of Erroneous Payments,” for a
list of erroneous payment indicators). Due diligence must be exercised to prevent the
need for special payments. Special payments must comply with program statutory and
regulatory requirements for payment limitations.

B. Types of Special Payments

(1) NRCS has identified the four most common types of special payments encountered in
program contracts. These include the following:
(i) Erroneous Underpayment.—This covers situations in which payment has already

(ii)

been approved, but the participant did not receive all or a portion of the payment.
For example, a software error prevented payment due to a misfeed from
ProTracts to FMMI or the payment was returned due to invalid vendor
information that cannot be addressed at the State level, including split-payment
Treasury rejects or Treasury rejects on expired contracts. A finding of fact
approved by the State Conservationist must document the causes of each
erroneous underpayment and support the corrective action. Erroneous
underpayment does not cover situations—
e Inwhich there is no contractual obligation for payment or is out of the scope
of the CPC.
e That have resulted from misaction, such as an unauthorized commitment.
Judicial or National Appeals Division (NAD) Directive.—A final judicial
decision (in Federal court) or NAD decision may direct the agency to issue a
payment in an amount or for a purpose that is not authorized in a participant’s
CPC. The final appeal decision of NAD or judge’s order instructing NRCS to
issue a payment is required prior to submitting a special payment request.

(iii) Equitable Relief.—This is applicable to program applications or contracts in

which equitable relief has been approved in accordance with 7 CFR Part 635 and
440-CPM, Part 509. All equitable relief payments must be processed with
current fiscal year funds. The equitable relief determinations must be approved
prior to submitting a special payment request.

(iv) Other Circumstances Approved by the Deputy Chief for Programs.—All other

circumstances involving a special payment, such as miscalculation of units or
extent planned or implemented, erroneous payment limitation reductions,
incorrect payments due to software glitches or incorrect obligation, or other
legitimate errors and omissions from NRCS or the participants. All requests
must include a narrative description of the situation with a justification for NRCS
payment.

C. Processing Payments

(440-512-M, 1st Ed., Amend. 123, April 2018)
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To process payment requests for the four situations listed in section 512.69B, the
following steps must occur:

(i) The STC submits to the appropriate program team leader notice that a completed
“Special Payment Request Worksheet” and all required documents supporting
the special payment request have been uploaded into DMS in a single .pdf file.
Refer to section 512.124 to access the “Special Payment Request Worksheet,”
which includes the list of required supporting documentation. The State will be
notified if additional documentation is needed.

The applicable national program manager will—

(i)

Review and verify that the payment request cannot be processed by the State
through ProTracts. Any requests that can be processed in ProTracts will be
returned to the State with instructions.

Verify the adequacy of documentation supporting the payment request, as
outlined in Section 512.60H, “Applying for Conservation Program
Payments.”

Approve or deny erroneous underpayment, judicial or National Appeals
Division (NAD) directive, and equitable relief special payment requests.
Review and make a recommendation for special payment requests that are
“other circumstances approved by the Deputy Chief for Programs” to the
Deputy Chief for Programs. In such circumstances, the Deputy Chief for
Programs will review the national program manager’s recommendation and
decide whether or not to approve the special payment request.

Enter a new “special payment” contract item in the contract and notify the
State that the payment can be completed using conventional payment
processes for the special payment items.

Some situations, such as annual payment limitation in CSP, require that
special payments be processed directly in FMMI. The State must be notified
before directly entering an obligation in FMMI. In these cases, States should
refer to the “APSB Customer Guide” for instructions on processing
payments. The “APSB Customer Guide” can be found on their SharePoint
site at https://ems-
team.usda.gov/sitess/NRCS_CFO/BFM/NAPST/SitePages/Home.aspx
States are responsible to maintain records for all special payments processed
directly in FMMI to ensure the applicable program maximum payment
limitation is not violated.

(440-512-M, 1st Ed., Amend. 123, April 2018)
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Part 512 — Conservation Program Contracting
Subpart H — Violations
512.70 Handling Contract Violations
A. All contract violations will be handled using the guidance contained in the applicable

program regulation 512.55 “Contract Reviews,” and Title 440, Conservation Programs
Manual, Part 510, “Appeals and Mediation.”

B. Each program regulation contains language requiring specific actions to be taken by
NRCS: “If NRCS determines that a participant is in violation of the terms of a contract or
documents incorporated by reference into the contract, NRCS will give the participant a
reasonable period of time, as determined by the STC [State Conservationist], to correct the
violation and comply with the terms of the contract and attachments thereto. If a participant
continues in violation, the STC may terminate the [program] contract.” The following table
provides the regulatory citation for each of the applicable program regulations.

Figure 512-H1

Program Regulatory Citation

Agricultural Management 7 CFR Section 1465.25
Assistance (AMA)

Environmental Quality 7 CFR Section 1466.26
Incentives Program (EQIP)*

Conservation Security Program | 7 CFR Section 1469.25
(CSP 2002)

Conservation Stewardship 7 CFR Section 1470.27
Program (CStP)

Wildlife Habitat Incentive 7 CFR Section 636.13
Program (WHIP)**

* Includes administration of legacy programs AWEP and CBWI, as described in 440-CPM,
515, Subpart L, “Related and Associated Programs”

** |n the case of WHIP, the regulatory language regarding violations is somewhat different
from that cited above; however, the difference is insignificant as to the legal intent and
meaning regarding NRCS’s contractual responsibilities.

512.71 Documenting Contract Violations

A. Contract violations are documented using Form NRCS-CPA-153, “Agreement Covering
Non-Compliance with the Provisions of Conservation Program Contract (CPC),” and
maintained in the CPC file.

(1) If the participant fails to meet the contract provisions, the NRCS representative will
initiate Form NRCS-CPA-153, “Agreement Covering Non-Compliance with

(440-512-M, 1st Ed., Amend. 111, Jan. 2017)
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Provisions of Contract,” within the ProTracts “Contract Review” module, citing the

specific basis for the potential contract violation.

(i) The DC will work with the participants to resolve all issues and document all
actions that are needed to bring the contract back into compliance, including
establishing a reasonable timeframe, not to exceed 1 year, for the participants to
comply with the contract provisions and notifying the participants of the
consequences of failure to remedy the contract violation. This document will be
signed by the NRCS approving official, STC or designee, and the participants
and kept in the case file.

(if) Adverse actions that may be taken by NRCS for the participant continuance of
the potential violation, and of which the participant must be notified, include, but
are not limited to, the following:

o Contract termination

o Forfeiture of all rights to any payments under the contract

o Recovery of all previously paid financial assistance

e Assessment of liquidated damages (as allowed by applicable program
regulation)

(2) Form NRCS-CPA-153, “Agreement Covering Non-Compliance with Provisions of
Contract,” may be initiated at any time during the contract period if the participant is
out of compliance with contract provisions.

(3) If the participant cannot or will not complete the contract obligations as previously
agreed to on Form NRCS-CPA-153, “Agreement Covering Non-Compliance with
Provisions of Contract,” or in formal correspondence, follow the procedure in Section
512.57, “Cancellation and Termination of Contracts.” Since contract termination is
an adverse action, program participants must be offered appeal rights, as described in
440-CPM, Part 510.

B. NRCS will provide participant written notification of the following:

(1) Cause of violation
(2) Regulatory and contractual basis for the violation
(3) Notification that the participant has failed to correct the violation and comply with
the terms of the contract within the previously specified time period
(4) Notification of adverse actions that are being taken by NRCS, including but not
limited to—
(i) Contract termination with forfeiture of all program contract payments
(ii) Recovery of previously paid financial assistance payments
(iii) Assessment of liquidated damages
(iv) Notification that interest will accrue if payment is not received within 30 days of
the National Finance Center billing date
(v) Notification that a response required of the participant
(vi) Appeal rights

Note: Refer to example termination letter in Section 512.102, “Termination With
Cost Recovery Letter Template.”

512.72 Filing of False Payment Applications

Applications for financial assistance payments on practices or components not carried out or
that the participant knowingly does not meet required specifications constitute false
applications for payment. In accordance with 18 U.S.C. Section 1001 and 31 U.S.C. Section
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3729(a)(1) (the False Claims Act), participants filing false or fraudulent applications are
subject to a fine of not more than $10,000, imprisonment for not more than 5 years, or both.

512.73 Referral for Placement on the Nonprocurement Suspension and
Debarment List

Conservation program contract violations so serious as to affect the integrity of the agency
may serve as the basis for a suspension and debarment actions by NRCS. The State
Conservationist will provide documentation to the Chief for a suspension and debarment
determination when warranted. Procedures are located in Title 120, Federal Grants and
Cooperative Agreements Handbook, Part 600.

(440-512-M, 1st Ed., Amend. 111, Jan. 2017)
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Part 512 — Conservation Program Contracting
Subpart | = Fund Management
512.80 General

Financial and Contracting Systems

All NRCS employees are responsible for ensuring that funds delivered through
conservation program contracts (CPCs) are properly managed and disbursed for the
intended purpose. NRCS operates three distinct systems to provide the necessary
mechanisms and processes for ensuring integrity in the CPC application, contracting, and
fiscal accounting processes.

(i) The Financial Management Modernization Initiative (FMMI) is the official
USDA and agency general ledger system for all NRCS obligations and
disbursements.

(if) ProTracts is the application management and contract administration tool for
CPC programs. This system allows field-level users and State-level managers to
create CPC products (applications, contracts, modifications, payments, and other
program documents) for working with NRCS customers to create financial
transaction requests, record the administrative history for each CPC, and provide
managers the necessary tools and reports for tracking performance of CPCs.

(iii) Fund Manager provides summary of the transactions between ProTracts and
FMMI but does not manage those transactions as was formerly done in FFIS.
Fund Manager also provides the necessary processing records for interfacing
with the Farm Service Agency’s eligibility files, adjusted gross income (AGI)
records, payment limitations, and the National Finance Center’s (NFC’s) vendor
records system.

512.81 ProTracts Fund Structure

A. Program Fund Codes

For programs administered in ProTracts, NRCS establishes fund codes within ProTracts
for each program and budget period. Refer to applicable program CPM for specific
guidance regarding the applicable program.

B. Fund Availability

(1) NRCS receives funds authorized by Congress and apportioned by the Office of
Management and Budget (OMB) each fiscal year. These funds are posted in FMMI
for allocation and execution at the program level. National Headquarters will ensure
consistency with funding authorities in ProTracts.

(2) The following types of funds may be authorized:

(i) Annual.—Funds carrying a year-specific identifier can be obligated only for
contracts of the same-year funding.

(if) Multiple (Multi).—Funds must be obligated within the authorized period defined
by Congress.

(iii) No-Year.—Funds remain available until expended for their original purpose.
Each fiscal year, OMB must reapportion the unobligated balance.

(440-512-M, 1st Ed., Amend. 111, Feb.2017)
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512.82 Fund Management Timeline

NRCS fund allocation and management for CPC-related programs requires the assessment,
monitoring, and management of current-fiscal-year programs and all prior-fiscal-year
program funds with open obligations. The following list provides the general allocation
strategy to guide the process of program allocation and management across the systems
essential to CPC programs, but the national process is communicated annually in a national

bulletin.
Figure 512-11
Timeline Planned Fund Status in Fund Status in Impact
Action ProTracts FMMI
Late Prepare for Financial No impact on Final fiscal year
September | year-end close | transactions on FMMI closure.
by suspending | temporary hold
ProTracts
transactions to
FMMI.
October Open FMMI ProTracts is aligned | FMMI States have the
(for NHQ) with national- | with FMMI aIIo_cations are funds availgble
level FMMI allocations for the available to for processing
allocation current fiscal year. States for new obligations and
established for obligations for payments.
current and/or the current fiscal
prior fiscal year and for
year programs upward
when adjustments on
apportionment prior-year
is available. obligations.
October States allocate | State offices No impact on Program funds
current year establish current FMMI are available in
(for States) funds. fiscal year ProTracts for
subaccounts and obligation in
redistribute funds to CPCs.
these subaccounts in
accordance with the
established program
fund allocation
policy.
November | Complete No changes expected | No changes
(for NHQ) | review of the expected
preliminary
year-end
closing data.
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Monthly Complete Alignments Alignments Align feeder and

(for NHQ) | reconciliation | completed as completed as financial
reports necessary necessary system.
between
FMMI and
ProTracts

Quarterly Complete a Alignments are Alignments are | Allowance

(for States) | State-level transmitted as transacted as holders provide
review and necessary. necessary. certification and
certification of adjustments if
valid open needed for valid
obligations unpaid

obligations.

512.83 Fund Allocations

A. The Chief will issue State program allocations consistent with national program priorities
and allocation formulas. Allocations are provided to the NRCS Budget and Financial
Management’s Strategic Budget Division Formulation and Execution Branch for entry into

FMMI.

B. Notification of allocations with supplemental instruction, if needed, will be provided to
the State Conservationist (STC) by letter.

C. State subaccounts will be utilized for all programs. The subaccount types are provided in
a choice list for selection in ProTracts. Not all subaccount types are applicable to all States or
local geographic areas. Refer to the respective program manuals for additional guidance.

(1) States will select the applicable subaccount type and add the appropriate land use or
operation type in the subaccount name. Land use designations will generally include
crop, forest, range, hay, and pasture. Other local land use designations may be
utilized when appropriate.

(i) This will provide for consistent analysis of NRCS subaccounts and provide the

(ii)

ability to track and summarize program delivery on a national level and meet the
farm bill’s mandated grouping of applications by similar crop or livestock type
and by beginning farmers or ranchers and socially disadvantaged farmers or
ranchers.

States must establish separate subaccounts and set aside funding for beginning
farmer and rancher and socially disadvantaged applications. These subaccounts
may not be combined into one “historically underserved” subaccount. However,
these targeted subaccounts are not required to be further broken down by land
uses or operation types.

Note: For EQIP, States may retain a portion of their funds at the State level for
special initiatives and circumstances that may not be practical to manage at a
regional or local level; examples include Animal Feeding Operation/Confined
Animal Feeding Operation, irrigation, beginning farmer and rancher, and the
socially disadvantaged subaccounts.

(2) States are required to develop a formal methodology or allocation formula to
distribute funds to subaccounts according to the guidance provided in the allocation

(440-512-M, 1st Ed., Amend. 111, Feb.2017)
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letter or respective program manual. The process or formula must adequately
document a transparent fact-based foundation that is consistent with the applicable
program purpose. STCs will base distributions on the State and local conservation
priorities with input from the State technical committee and additional requirements
of each applicable program. Each subaccount must be supported by a fund allocation
(see section 512.83C(8)).

E. STCs must not approve applications for funding in excess of the State allocation recorded
in FMMI. Internal controls automated in ProTracts provide protection from overobligation of
fund accounts only when processed through ProTracts. No software process is in place to
back feed payments processed outside of ProTracts to reduce the available program funds
showing in ProTracts. Therefore, until notified otherwise, States must keep a documented
list, by program, of all payments processed outside ProTracts so that they can reconcile why
the available allocation shown in FMMI is less than funds availability in ProTracts. FMMI
internal controls will prevent obligating above the FMMI available allocation. Financial
assistance payments made outside of ProTracts may be attributed to participant payment
limitations, and accurate records of all special payments must be maintained.

512.84 Fund Allocation Changes

A. STCs must monitor program obligations and expenditures. Current operating systems
have the necessary controls to prevent overobligation of program accounts at the program,
State, and contract levels. STCs will monitor and manage State and contract-level funds in
all program accounts to provide the funding necessary to accomplish the program’s
objectives, and as provided in annual allocation notices.

B. Requests for additional current-year program funds are submitted through the Allowance
Change Tool (ACT). In addition, when prior year cost overrun accounts are depleted, STCs
may request additional funds through the ACT.

C. All requests for additional funds or to return unused funds must be submitted through the
ACT using the following process:

(1) STC or designated staff will contact the appropriate national program manager to
determine if funds are available under the applicable program. If prior-year funds are
required and are depleted nationally, financial assistance funds apportioned in the
current fiscal year may be used to fund obligation increases.

(2) If funds are available, the STC or staff will prepare an allowance change request and
submit through ACT. The request will include the following information:

(i) Program
(ii) Fund type
(iii) Amount

(iv) Basis and justification for the request
(v) All appropriate signatures

(3) The request is reviewed by the Regional Conservationist, appropriate national
program manager, division director, Deputy Chief for Programs, and budget director.
If the request is disapproved, the STC will receive a disapproval notification and
basis for determination for any request of funds that is denied.

(4) Approved allowance change requests for prior-year funding to support cost overrun
accounts must be routed to ProTracts Support through the applicable national
program manager for entry into ProTracts.

(440-512-M, 1st Ed., Amend. 111, Feb.2017)
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D. STCs may return current-fiscal-year funds that cannot be obligated using the method
described in guidance from National Headquarters that defines the process for return and
reallocation of funds for that year. Return of financial assistance funds may require return of
associated technical assistance funds.

512.85 Fund Management and Monitoring

All NRCS organizational levels are responsible for managing funds and fund integrity in
FMMI at the contract level. Areas of responsibility and processes are described as follows:

(1) National Headquarters (NHQ) Financial Management

(i) Enters and adjusts State allocations in FMMI and ProTracts receives those
amounts through an interface

(ii) Enters accruals for payment applications with participant’s sighature and
practices certified in ProTracts but payment not yet approved by the end of the
reporting period

(2) NHQ Program Managers

(i) Process allowance change requests to adjust State current or prior-year allocations

(ii) Coordinate allowance changes, or distributions in ProTracts to target special
initiative funding with the Regional Conservationists

(iii) Monitor fund obligations to achieve program goals and critical program delivery
timelines

(3) State, Area, and Field Staff

(i) Performs system required obligation reviews prior to the approval official’s
electronic approval of new obligations per section 512.3B.

(if) Performs system required payment reviews prior to approval per section 512.60H
using information supplied by the field office and performs second-level review
to certify the CPC payments prior to their approval official and electronic
transmission into FMMI.

(iii) Monitors vendor transactions needing immediate attention and initiates
corrective action through field office, program manager, or national support staff,
as appropriate.

(iv) Monitors and requests adjustments to ProTracts cost overrun accounts (program
manager).

(v) Provides information for payment applications with participant’s sighature and
NRCS technical approval, but not yet entered into ProTracts, for quarterly
accruals.

(vi) Provides assistance to program managers as necessary and at least quarterly for
the open-obligation review (FNM).

(vii) Monitors the ProTracts ledger which tracks approved applications and
obligations and payment of distributed funds for contracts. Application
approvals and obligations are presented on the “view funds” screen in ProTracts.

(viii) Monitors and manages Treasury payment rejections to correct vendor records
as necessary to resubmit the payments.

(ix) ProTracts modifications upward adjustments (adding practices or components)
and payments for quantities greater than planned amounts if allowed per the
program rules will access funding from either the appropriate contract year and
fund account per the internal budgetary controls for the unique program
authority. Do not request reallocation of funds for legitimate cost overruns on
prior-year contracts. ProTracts automatically accesses the appropriate State-level
unless available fund balances are exhausted.

(440-512-M, 1st Ed., Amend. 111, Feb.2017)
512-1.5
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	Subpart A
	Subpart B
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	Part 512 – Conservation Program Contracting
	Subpart D – Program Payment Schedules
	512.30  Methods of Making Conservation Program Payments
	A.  Payment Methods
	(1) Payments for conservation program contracts (CPCs) obligated through ProTracts after September 30, 2007, will be based on the following:
	(i)  Payment rate (PR) documented in approved payment schedules will be used for most payments using financial assistance (FA) funds.  PR is based upon estimated incurred costs and income foregone associated with practice implementation.
	(ii)  Actual cost, not to exceed a specified maximum (AM), will be used for technical service provider (TSP) payments (Code 900 series practices for services of conservation planning, design, construction layout, and construction checkout for a progra...
	(iii)  Payment schedules are used to document payment rates administered through ProTracts for the following programs:
	 Environmental Quality Incentives Program (EQIP)
	 Agricultural Management Assistance (AMA) Program
	 Conservation Stewardship Program (CSP) FY 2017 and later

	(iv)  Payment schedules also support programs and initiatives that use the authority of these programs to deliver financial assistance such as the Regional Conservation Partnership Program (RCPP).
	Note:  Program payments that use a calculation based upon a percentage multiplied by the actual cost of practice installation or “cost-share,” are no longer used for establishing contract payments after October 1, 2007.  ProTracts no longer uses actua...


	(2)  During FY 2007, average cost (AC), actual not to exceed a maximum (AM), and flat rate (FR) methods were authorized for financial assistance obligations.  Contracts obligated in FY 2006 and earlier used methodology associated with AM, FR, and simi...
	B.  Definitions and Guidance
	Definitions, methods of payment and detailed guidance for development of payment schedules are found in the following directives:
	(i)  Title 440, Conservation Programs Manual (CPM), Part 502, “Terms and Abbreviations Common to All Programs”
	(ii)  Title 300, Payment Schedule Handbook (PSH), Part 600, “Payment Schedules”

	512.31  Payment Schedules
	A.  Scope of Payment Schedule Use
	Effective October 1, 2007, payment schedules are used to document all authorized costs and payment rates used to support applicable authorized programs administered through ProTracts.  All contracts prior to this date are supported by cost lists using...

	B.  Requirements for Developing Payment Schedules
	(1)  National Process.—The agency has established a national process for development, review, and approval of all payment schedules used to support payment rates in program contracts administered through ProTracts.  All payment schedules must be recor...
	(2)  Program Neutral.—Payment schedules, using “program neutral” costs, will be developed for each approved conservation practice, enhancement or activity each fiscal year.  To manage final cost list payment rates, State Conservationists must establis...
	Unless specified through national guidance, State Conservationists (STCs) must establish appropriate program payment percentages for each cost category based upon input from State Technical Committees, partners, or other stakeholders.  Additional guid...

	(3)  Technical Standards.—All program practices implemented with financial and technical assistance must meet the minimum technical design criteria of the conservation practice standard, activity, or planning criteria published in the Field Office Tec...
	(4)  One Payment Schedule per Practice.—Payment schedules may only address the costs associated with a single stand-alone practice and as defined in the practice standard or planning requirements.  Stand-alone practices may not be bundled or included ...
	(5)  Cost Categories.—Cost categories appropriate for each program are described in 440-CPM, Part 512, Subpart D, Section 512.33, “Maximum Program Payment Percentages.”  Not all cost categories are appropriate for all practices.  Refer to 300-PSH, Par...
	(6)  Scenario Requirements.—The payment schedule scenario provides a general description of typical practice application for a commonly occurring resource setting:
	(i)  The scenario is used to—
	 Establish a basis for determination of the commonly used components and activities associated with a practice.
	 Broadly approximate the typical application of a practice to address a resource concern in a region or State.
	 Document the estimated incurred costs, foregone income, and the most applicable typical payment rate.
	 Assist the field planner with selecting the most appropriate scenario for the resource setting regardless of the final payment rate.

	(ii)  The scenario is not used to—
	 Dictate the technical requirements or design of a practice.
	 Represent application of a practice for a geographic area less than that of a State.
	 Develop a description of every situation that may exist where the practice is applied.

	(iii)  Practice scenarios are initially established by national technical leads for each practice, enhancement or activity to address common application of a practice for typical resource settings.
	(iv)  The national process provides opportunity for States and regional teams to modify or add additional scenarios needed to address typical practices that may not be addressed in nationally established scenarios.
	Note:  For FY 2017, States are not allowed to modify or add enhancements for CSP consideration.

	(v)  The maximum number of scenarios that may be developed for a specific practice payment schedule must be established by the national technical lead.
	(vi)  Additional guidance and minimum requirements for documentation of payment schedule scenarios is found in 300-PSH, Part 600, “Payment Schedules.”

	(7)  Incomplete Practice Scenarios Are Not Allowed.—Program payment scenarios that describe incomplete practices, partial payments, components, or activities that do not meet the purpose, definition, and minimum requirements of the practice standard a...
	(8)  Estimated Incurred Cost and Income Foregone.—Practice payment rates are based on the estimated incurred costs and income foregone associated with practice implementation.  This eliminates the need for collection of receipts or invoices for paymen...
	(i)  Estimated incurred costs are based upon the typical costs of components and activities for practice implementation as documented in payment schedule cost categories.  Only those components and input costs needed to meet the minimum requirements o...
	Note:  See CSP policy for additional guidance on enhancements, components and input costs.

	(ii)  Estimated costs associated with income foregone may be allowed for certain agency-approved conservation practices if practice implementation typically results in significant net income loss due to a change in land use or land taken out of produc...
	 The calculation for inclusion of foregone income in payment rates is subject to approval by the Deputy Chief for Programs and uses the same rigorous process for other estimated incurred costs.  Additional guidance and details when this cost is appro...
	 Only certain practices, approved by the Chief, are eligible to include costs associated with income foregone.

	(iii)  Quantities associated with incurred costs and income foregone must not be arbitrarily adjusted in order to obtain a desired payment rate.  See Section 512.31C(3), “Cost Data Requirements.”  After development of the payment schedule, including e...

	(9)  Considerations to Address Least Cost.—Cost effectiveness is defined in regulation and 440-CPM, Part 502, “Terms and Abbreviations Common to All Programs,” as the least costly option for achieving a given set of conservation objectives to address ...
	(i)  Payment Schedule Components.—The selection of components or inputs will be based on what is typically needed to meet the minimum requirements of the practice standard, address the resource concern, and also represent the least-costly alternative.
	Note: For CSP only, components and design requirements must meet the difference between the minimum requirement of the standard and the enhancement criteria.
	(ii)  Payment Schedule Payment Percentages.—The selection of an appropriate payment percentage should also consider the minimum or least-costly percentage needed to encourage participation in the program.  Program payment percentages are recorded in p...
	Note: Payment percentages under the CSP program are nationally determined.

	(10)  Practice Lifespan.—The payment schedule should include components that allow the practice to be operated for the specified lifespan and to meet the intended conservation purpose of the standard, activity, or planning criteria.  This does not req...
	(11)  Business Tools.—To provide timely final approval to program payment rates for program opportunities in any fiscal year, all conservation practices and activities, payment schedules, and the following business tools must also be updated and ready...
	(i)  Conservation Practice Standards (CPS) database
	(ii)  Conservation Practice Physical Effects (CPPE) database
	(iii)  Practice Average Annual Costs (PAAC) database

	(12)  Quality Review.—All payment schedules will be reviewed for quality assurance purposes before released for use.  Additional quality assurance may be performed on existing scenarios to ensure technical and programmatic policy adherence.
	C.  Cost Data Requirements
	(1)  The cost data documented in payment schedules is critical for developing appropriate payment rates to support NRCS programs and is managed by the national Cost Team.  Cost data documented in payment schedules must meet the guidance provided in 30...
	(i)  Necessary to ensure the purpose, definition and technical requirements of the conservation practice standards, activity, and enhancement criteria to be met.
	(ii)  Support the implementation of a conservation practice, enhancement or activity based on the typical scenarios that address resource concerns in common resource settings.
	(iii)  Consolidated data which reflects national, regional, or State geographic areas.
	(iv)  Based on credible sources that offer estimates of incurred costs.
	(v)  Are appropriately based on program authority and purposes. .
	(vi)  Represent the least-cost component as determined in 300-PSH, Part 600, Subpart B, Sections 600.11 and 600.13.

	(2)  Payment schedule components will be reviewed annually and updated by the national Cost Team if there is a significant increase or decrease in estimated costs.  Costs may also change based upon revisions to practice standards, activity, and enhanc...
	(3)  Costs documented in payment schedules must not be based upon a predetermined or desired payment rate, goal, or target amount, including historical perceptions of the amount of payment needed to provide incentive to participate in programs.
	(4)  Geographic Area Requirements
	(i)  Payment schedules must be based upon typical resource settings representing a national, regional, or geographic area.   Refer to 300-PSH, Part 600, Subpart C, Section 600.21.
	(ii)  To the extent possible, cost data must be consolidated to represent expense associated with practice implemented in common resource settings, economic considerations, and similar technology needs as defined in the scenario.

	(5)  Accepted Data Sources
	(i)  Sources of component data must be credible, reliable, consistent, and efficient. Refer to 300-PSH, Part 600, Subpart C, Section 600.22.
	(ii)  Data sources should provide long-term historical accuracy and demonstrate statistical accuracy that, if needed, can be duplicated or verified.
	(iii)  Data source must represent typical national or regional costs, but, if needed, may be indexed to costs represented at a scale of a State geographic area.
	(iv)  State and local data may be useful in situations where quality national data sources are not available.
	(v)  After approval of payment schedules and rates, sources of data should, to the extent possible, be freely available without restriction for reasons of proprietary ownership, trademark, or patent laws.  Some data may need to be protected to conform...

	512.32  Payment Schedule Transparency and Posting
	A.  Payment Schedule Application (PSA) Tool
	(1)  In accordance with this subpart, payment schedule workbooks are developed and maintained using the PSA.  The PSA facilitates the development, approval, and management of payment schedule scenarios among regions and States for consistency, nationa...
	(2)  The PSA is an internal agency Web-based tool accessible by authorized users based on zRoles permissions.  The PSA fully integrates the process approved by the agency to generate approved payment rate cost lists used to support Customer Service To...
	B.  Final payment schedule rates and cost lists must be approved by the STC, posted to the State Web site and FOTG, and electronically transmitted from PSA into ProTracts before proceeding with CPC development.  Once payment schedules (i.e., Scenario ...
	(1)  Prior to public posting of PSA-generated payment schedules, all private, personal, or confidential identifying information must be redacted or removed.  Posting PSA cost data and payment schedules meets the requirement for transparency by making ...
	(2)  States must use the ProTracts rule checker to verify that all payment schedule formatting and payment methods are accurate based on any unique program requirements.
	(3)  Payment schedule cost lists must be publicly announced and posted on the State Web page no less than 30 days prior to the beginning of any scheduled program ranking period.
	C.  The payment schedule used to support the CST and ProTracts is a listing of all eligible conservation practices, enhancements, and activities for defined geographical areas and must be identical for each program and practices supported for program ...
	Note: Payment rates or cost lists that are not documented in an approved PSA payment schedule may not be used for program payments in ProTracts.
	D.  For payment schedules developed to address program assistance through formal agreements per Section 512.33B(2), “Determining Program Payment Percentages,” additional consideration must be provided for coordination with partners for publication and...
	512.33  Maximum Program Payment Percentages
	A.  Maximum Payment Percentages and Authorized Cost Categories
	The maximum payment percentages are payment limitations authorized by the Chief or his designee within authority provided through applicable program statutes or regulations. Figure 512-D1 provides the maximum payment percentages allowed for each progr...

	B.  Determining Program Payment Percentages
	(1)  Each specific program statute and regulation provides authorization that extends to the Chief or designee to establish agency policy for issuing appropriate program payments. The percentages for each practice and payment schedule cost category th...
	(2)  When the agency enters into a formal agreement with partners who provide financial support to help implement program initiatives, the Chief or State Conservationists must adjust NRCS program payment percentages to provide practice payment rates t...
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