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Disclaimer: Each farmer’s specific legal, tax and estate planning considerations are unique. Each farmer should 
contact their personal legal, tax and financial advisors to determine the appropriate steps to accomplish the farmer’s 
objectives.  This summary is intended to identify some of the issues that the farmer will want to consider, but is not 
necessarily a complete list of important issues and is not intended to constitute legal or tax planning advice.

Checklist for Producers Considering 
Restructuring of C Corporations in Response  

to the Tax Cuts and Jobs Act of 2017

We understand that many farm producers today are considering changing the ownership structures of their operations to 
take better advantage of changes in the recently-enacted Tax Cuts and Jobs Act of 2017, as amended by the Consolidated 
Appropriations Act of 2018 that was signed by President Trump on March 23, 2018.  In particular, farms organized as C 
corporations are considering the need to reorganize their farm businesses to take advantage of new tax deductions available 
under Section 199A for so-called “pass-throughs,” such as partnerships, LLCs and S corporations.
We do not provide tax or financial advice to farm producers because individual circumstances vary so widely among 
operations.  On any such decision, we urge farm producers to consult their qualified professional advisors: accountants, tax 
advisors, bankers, insurance agents, lawyers, and others familiar with their individual businesses.  To assist, however, we 
provide this checklist of factors to consider in planning and implementing any restructuring along these lines.

• Tax Accounting:  The new tax law allows certain tax deductions under new Section 199A for businesses set up as sole 
proprietorships or “pass-throughs,” generally partnerships, LLCs taxed as partnerships, and S corporations; but not C 
corporations or LLCs taxes as corporations.  Ask a qualified tax advisor how this affects you and whether the potential gain 
from changing your structure is large enough to justify the costs and other trade-offs of making that change.  This will vary 
farm to farm.   
 
Your tax liability can be affected by many factors.  For instance: 

 - Your choice of business structure may affect what operating costs, including state and local taxes, you are allowed to 
deduct.  

 - Dissolving a corporation could trigger immediate one-time tax consequences, such as taxes on as-yet unrealized gains 
in asset values that would be realized by the transaction.  

 - If you choose to keep the corporation in place while creating a separate partnership to carry on some portion or all 
of your farm business (either connected to the old corporation or not), how you separate the two and allocate assets 
between them can likewise have tax implications.

 - Changing the form of entity could require filing “short” tax year returns or otherwise trigger additional tax compliance 
obligations and accounting.

 - Your obligations with respect to FICA / self-employment taxes could vary based on your structure. 
• Business Accounting: If you choose to create a new entity to carry on some portion or all of  your farm operation, you will 

need to determine which assets of your old C corporation will be needed by the new entity to conduct the farming operation, 
how to transfer or convey those assets to the new entity, and how to capitalize the new entity to support the farming 
operation.   You will need to work with your accountant and legal advisor to sort those issues out appropriately. 

• Legal and Financial Implications:  Setting up a new business often presents an opportunity either to refinance the 
operation or update the ownership structure, which may involve new owners, or revising the ownership interest percentage 
among existing owners.  Work with a lawyer to assure that contracts are properly formed and that the rights of all parties are 
clearly understood.  If you bring new owners to the business, be sure to consider the impact this may have on your Federal 
crop insurance (see separate discussion below), and how new ownership may affect your relationship with the cooperatives 
that you do business with.

• Liability Implications:  Many farm producers chose to create corporate structures in the first place because they provide 
limits on personal liability for the obligations of the corporation.  Partnerships and sole proprietorships may not offer the 
same protections.  Consider the extent this may affect you and how the risk might be mitigated. 



NATIONAL COUNCIL OF FARMER COOPERATIVES
50 F Street NW, Suite 900  Washington, DC 20001 | (202) 626-8700
www.ncfc.org | facebook: www.facebook.com/FarmerCoop | twitter: @FarmerCoop

• Estate Planning:  In some cases, you may have established your corporation to facilitate estate planning objectives.  Any 
change in that corporate structure could have an impact on your personal estate plan.  You should consult your personal 
advisors concerning the implications of any changes on your estate plan.

• Contractual Relationships:  Certain contracts (e.g., licenses; service contracts; guaranties, warranties, etc.) may not allow 
a change in ownership or transfer of a party without notice to or consent from the other parties to the contract.  You should 
review all material contracts to ensure that you don’t inadvertently cause a default under your various contracts.

• Lending Relationships:  If you choose to form a new entity for your farming operation, you will need to work with your 
lenders to modify your lending relationship to make sure that the new entity is the borrower rather than the old corporation. 
This is necessary to assure that all costs and expenses of the farm operation are captured in the new entity.  Similarly, you 
should consider whether such an ownership change will inadvertently trigger a default under the loan documents, interfere 
with loan covenants or otherwise impede the lending relationship.

• Cooperative Contracts / Share Ownership:  If you choose to form a new entity for your farming operation, any contracts 
you have in place in the name of the corporation will need to be assigned to the new entity.  Likewise, any stock held by the 
corporation that supports a delivery right to a cooperative may need to be transferred to the new entity. You should contact 
your specific cooperatives to understand any transferability restrictions and or specific requirements for these transfers.

• Federal Farm Programs:  Changes in ownership or operating structure may impact your farm’s participation in programs 
administered by the Farm Service Agency (FSA).  Specifically, you should consider the application of the Payment Eligibility, 
Payment Limitation and Average Adjusted Gross Income rules to your revised ownership or operating structure.  As 
necessary, you should update your forms CCC-901, CCC-902, CCC-941 and other applicable forms with your county FSA 
office to properly reflect any changes in ownership or operations.

• Federal Crop Insurance:  Changes in ownership structure will likely affect coverage under FCIC crop insurance and must 
be reflected on your crop insurance policy.  If you complete a restructuring plan between now and the next sales closing 
date (March 15, 2019, for most Midwest row crops), you must renew your policy under the new structure, listing all holders 
of SBIs (Substantial Beneficial Interests) of 10 percent or greater on your application.   
 
If you decide to modify your ownership structure now, two FCIC rules will affect your crop insurance coverage in 2018: 

 - If you choose to dissolve your old corporation during the year as part of the restructuring, then your coverage will 
remain with the old corporation until you apply for coverage in 2019, and any indemnity for 2018 will be paid to the 
person beneficially entitled to it (presumably the new partnership), which must also pay the premium and comply with 
FCIC program rules (See FCIC Basic Provisions, section 2(g)(4)).

 - If you choose to keep the old corporation while also creating a new partnership to conduct your farm operation (either 
connected to the old corporation or not), you must transfer your coverage to the new partnership after insurance has 
attached, usually the moment of planting.  This means the old corporation must cover the cost and effort of planting 
the 2018 crop prior to the transfer.  Transfer of coverage is performed by executing a Transfer of Coverage and Right 
to Indemnity form with your crop insurance agent.  If you follow this option, be sure to plan your accounting carefully to 
timely facilitate the transfer of planted crops and the related planting costs to the new partnership for tax purposes. (See 
FCIC Basic Provisions, section 28.)

 - In sum, while USDA’s Risk Management Agency (the “RMA”) is not providing an extended time period to convert a 
farm business in 2018, it’s rules, as outlined above, generally give a farmer until the next sales closing date to do so 
(generally March 15, 2019).  With specific respect to a Transfer of Coverage, in any crop year, the Transfer must occur 
not earlier than the time the crop is planted and not later than the next sales closing date.  Consult your crop insurance 
agent on your specific situation.

In setting up any new entity for your farm, recognize that any change in ownership – bringing in new partners, buying out 
others, or adjusting ownership shares -- can affect your insurance APH (actual production history).  Consult with a crop 
insurance agent at an early point concerning the particulars of your plan to address any such impacts.  Also, as suggested 
above, be sure to coordinate with your local FSA and NRCS offices to make sure the information on file across the agencies 
is consistent.  Many FSA and NCRS programs use FCIC data in whole or in part, and the agencies are required to cross-
check their data bases to detect abuse or inconsistency. 
RMA has issued a guidance paper on the issue. Please click here to view the guidance paper.  

If you have questions or need additional resources concerning the topics discussed in this Checklist, please contact Marlis 
Carson at the National Council of Farmer Cooperatives. Marlis may be reached at 202-879-0825 or mcarson@ncfc.org.

https://www.rma.usda.gov/bulletins/pm/2018/18-017.pdf
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