
sion from gross income to the extent per-
mitted by section 126.

Rev. Rul. 2003–15

ISSUE

Is the Agricultural Management Assis-
tance (AMA) program substantially simi-
lar to the type of programs described in
§ 126 (a)(1) through (8) of the Internal Rev-
enue Code, so that the AMA program is
within the scope of § 126(a)(9) and, thereby,
cost-share payments received under the
AMA program are eligible for exclusion
from gross income to the extent permit-
ted by § 126?

FACTS

The AMA program, authorized under the
provisions of Title I of the Agricultural Risk
Protection Act of 2000, Pub. L. No. 106–
224, 114 Stat. 358, is a voluntary pro-
gram that provides cost-share assistance to
agricultural producers to address threats to
soil, water, and related natural resources by
incorporating certain conservation prac-
tices into their farming operations. An ag-
ricultural producer who participates in the
AMA program enters into a 5 to 10 year
cost-share agreement with the Department
of Agriculture pursuant to which the agri-
cultural producer agrees to implement eli-
gible conservation practices in return for
cost-share payments in the amount of 75
percent of the cost of the eligible prac-
tice, with a limit of $50,000 per person for
any fiscal year. The total cost-share pay-
ments paid per person over the course of
the contract cannot exceed $150,000.

The Secretary of Agriculture has deter-
mined that cost-share payments under the
AMA program are primarily for the pur-
pose of conservation.

LAW AND ANALYSIS

Under § 126(a), gross income does not
include the excludable portion of payments
received under certain conservation pro-
grams set forth in § 126(a)(1) through (8).
Under § 126(a)(9), a program affecting
“small watersheds” that is administered by
the Secretary of Agriculture also is eli-
gible for § 126 treatment if the Commis-
sioner determines that the program is
substantially similar to the type of pro-

grams described in §§ 126(a)(1) through (8).
See § 16A.126–1(d)(3) of the temporary In-
come Tax Regulations for the definition of
“small watershed.”

Once the Commissioner has determined
that a program is substantially similar to the
types of programs described in § 126(a)(1)
through (8), taxpayers receiving cost-share
payments under that program must deter-
mine what portion of the cost-share pay-
ments is excludable from gross income
under § 126. See § 126(b)(1), and
§ 16A.126–1 relating to the partial exclu-
sion for certain cost-share payments to de-
termine what portion of the cost-share
payments is excludable from gross income
under § 126.

HOLDING

The AMA program is substantially simi-
lar to the type of programs described in
§§ 126(a)(1) through (8) within the mean-
ing of § 126(a)(9). All or a portion of cost-
share payments received under the AMA
program is eligible for exclusion from gross
income to the extent permitted by § 126.
See § 126(b)(1) and § 16A.126–1 to deter-
mine what portion, if any, of the cost-share
payments is excludable from gross income
under § 126.

DRAFTING INFORMATION

The principal author of this revenue rul-
ing is Nicole R. Cimino of the Office of As-
sociate Chief Counsel (Passthroughs and
Special Industries). For further informa-
tion regarding this revenue ruling, con-
tact Ms. Cimino at (202) 622–3120 (not a
toll-free call).

Section 143.—Mortgage Rev-
enue Bonds: Qualified Mort-
gage Bond and Qualified
Veterans’ Mortgage Bond

26 CFR 6a.103A–2: Qualified mortgage bond.

The qualified census tracts for the states and the
District of Columbia are set forth for use in deter-
mining the portion of loans required to be placed in
targeted areas under section 143(h). See Rev. Proc.
2003–15, page 321.

Section 402.—Taxability of
Beneficiary of Employees’
Trust

Pursuant to section 644 of the Economic Growth
and Tax Relief Reconciliation Act of 2001, a rev-
enue procedure provides a method for obtaining a
waiver from the 60-day rollover requirement of sec-
tion 402(c)(3)(A) of the Internal Revenue Code. See
Rev. Proc. 2003–16, page 359.

Section 408.—Individual Re-
tirement Accounts

Pursuant to section 644 of the Economic Growth
and Tax Relief Reconciliation Act of 2001, a rev-
enue procedure provides a method for obtaining a
waiver from the 60-day rollover requirement of sec-
tion 408(d)(3)(A) and (D) of the Internal Revenue
Code. See Rev. Proc. 2003–16, page 359.

Section 451.—General Rule
for Taxable Year of Inclusion

26 CFR 1.451–1: General rule for taxable year of in-

clusion.

Beneficiaries of trusts for the receipt of gaming
revenues under the Indian Gaming Regulatory Act for
the benefit of minors or legal incompetents that con-
form to the procedures of this revenue procedure will
not be required to include amounts in gross income
when transferred to, or earned by, the trust under the
economic benefit doctrine. Rather, beneficiaries will
include amounts in income when actually or con-
structively received. See Rev. Proc. 2003–14, page 319.

Section 472.—Last-in, First-out
Inventories

26 CFR 1.472–1: Last-in, first-out inventories.

LIFO; price indexes; department
stores. The November 2002 Bureau of La-
bor Statistics price indexes are accepted for
use by department stores employing the re-
tail inventory and last-in, first-out inven-
tory methods for valuing inventories for tax
years ended on, or with reference to, No-
vember 30, 2002.

Rev. Rul. 2003–9

The following Department Store Inven-
tory Price Indexes for November 2002 were
issued by the Bureau of Labor Statistics.
The indexes are accepted by the Internal
Revenue Service, under § 1.472–1(k) of the
Income Tax Regulations and Rev. Proc. 86–
46, 1986–2 C.B. 739, for appropriate ap-
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plication to inventories of department stores
employing the retail inventory and last-
in, first-out inventory methods for tax years
ended on, or with reference to, Novem-
ber 30, 2002.

The Department Store Inventory Price
Indexes are prepared on a national basis and
include (a) 23 major groups of depart-
ments, (b) three special combinations of the
major groups — soft goods, durable goods,

and miscellaneous goods, and (c) a store to-
tal, which covers all departments, includ-
ing some not listed separately, except for
the following: candy, food, liquor, tobacco,
and contract departments.

BUREAU OF LABOR STATISTICS, DEPARTMENT STORE
INVENTORY PRICE INDEXES BY DEPARTMENT GROUPS

(January 1941 = 100, unless otherwise noted)

Groups Nov. 2001 Nov. 2002

Percent Change
from Nov. 2001 to

Nov. 20021

1. Piece Goods .............................................................................. 492.1 473.3 -3.8
2. Domestics and Draperies .......................................................... 597.2 571.3 -4.3
3. Women’s and Children’s Shoes ............................................... 659.0 652.4 -1.0
4. Men’s Shoes.............................................................................. 877.2 899.2 2.5
5. Infants’ Wear............................................................................. 641.4 622.7 -2.9
6. Women’s Underwear................................................................. 574.5 551.8 -4.0
7. Women’s Hosiery...................................................................... 355.0 345.3 -2.7
8. Women’s and Girls’ Accessories.............................................. 562.2 559.1 -0.6
9. Women’s Outerwear and Girls’ Wear ...................................... 385.3 373.5 -3.1
10. Men’s Clothing ......................................................................... 582.7 572.1 -1.8
11. Men’s Furnishings .................................................................... 625.4 603.6 -3.5
12. Boys’ Clothing and Furnishings............................................... 490.1 461.3 -5.9
13. Jewelry ...................................................................................... 907.3 871.7 -3.9
14. Notions ...................................................................................... 806.5 793.1 -1.7
15. Toilet Articles and Drugs.......................................................... 979.8 972.5 -0.7
16. Furniture and Bedding .............................................................. 629.5 622.2 -1.2
17. Floor Coverings ........................................................................ 627.3 600.6 -4.3
18. Housewares ............................................................................... 762.5 738.6 -3.1
19. Major Appliances ...................................................................... 226.5 221.6 -2.2
20. Radio and Television ................................................................ 52.3 47.5 -9.2
21. Recreation and Education2 ....................................................... 88.4 84.6 -4.3
22. Home Improvements2 ............................................................... 124.2 125.2 0.8
23. Auto Accessories2 ..................................................................... 110.4 111.7 1.2

Groups 1 – 15: Soft Goods................................................................... 592.1 575.9 -2.7
Groups 16 – 20: Durable Goods .......................................................... 418.8 404.5 -3.4
Groups 21 – 23: Misc. Goods2............................................................. 97.6 95.4 -2.3

Store Total3................................................................................ 528.0 513.0 -2.8
1Absence of a minus sign before the percentage change in this column signifies a price increase.
2Indexes on a January 1986=100 base.
3The store total index covers all departments, including some not listed separately, except for the following: candy, food, liquor, tobacco, and contract depart-

ments.

DRAFTING INFORMATION

The principal author of this revenue rul-
ing is Michael Burkom of the Office of As-
sociate Chief Counsel (Income Tax and

Accounting). For further information re-
garding this revenue ruling, contact
Mr. Burkom at (202) 622–7718 (not a toll-
free call).
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