
Corporation:
Resources to help our next generation of farmers

A corporation is a separate legal entity incorporated 
under state law that keeps the business distinctly 
separate from the owners. Stockholders are generally 
not liable for any debts of a corporation. Creating a 
corporation is more complicated and more costly than 
creating a partnership. You must draft and file articles 
of incorporation and register in accordance with state 
laws, draft corporate by-laws, hold a board of directors 
meeting and issue stock.

Corporate management is also more complicated than 
managing partnerships. Farm corporations may decide 
to create a very large or a limited board of directors, 
but generally shareholders owning over 50 percent of 
the company stock retain managerial power. Minority 
shareholders generally have little, if any, managerial 
input.

Transferring corporate stock by sale or gift is relatively 
easy. On-farm successors can also earn shares of the 
corporation as compensation. If sales of stock involve 
capital gains there will be income tax consequences. 
Also, gifts of stock must fall below $12,000 per person to 
remain within the gift tax exclusion. Corporate stock may 
also be transferred easily by will. Corporate by-laws can 
be written to deny transfer of stock to persons outside the 
family.

C Corporation
The distinctive difference between a Sub Chapter C 
Corporation and a Sub Chapter S Corporation is the way 
gains and losses are reported and taxed. A C Corporation 
is a separate taxpayer. Owners must file one tax return 
on behalf of the corporation in addition to their individual 
returns. Profits are only distributed to the shareholders 
as dividends or salaries. Profits distributed as dividends 
are taxed as income on the corporate level and again 
as income to the shareholders in the form of stock 
dividend. Terminating a C Corporation also has major 
tax disadvantages. Gains from liquidation will also be 
taxable both on the corporate and share holder levels. If 
land is included in the corporation, the tax liability may 
be disastrous. Stock can be held as common or preferred 
and distribution between the two classes is flexible.

S Corporation
Gains and losses in S Corporations flow through to the 
individual shareholders. The corporation does not file 
its own return because profits and losses are reported 
on shareholder returns. S Corporations are limited to 
one class of stock and not over thirty-five shareholders. 
Terminating an S Corporation can also be difficult; 
however, only the shareholders will be taxed.

This institution is an equal opportunity provider. For the full non-discrimination statement or accommodation inquiries, go to www.extension.iastate.edu/diversity/ext. BFC 0014 September 2016

Photo by: Darcy Maulsby Okea/Thinkstock

www.extension.iastate.edu/diversity/ext



Accessibility Report


		Filename: 

		BFC14_Accessible.pdf




		Report created by: 

		Ron Nelson, Document Accessibility Specialist, ronelson@iastate.edu

		Organization: 

		Iowa State University, Extension and Outreach




 [Personal and organization information from the Preferences > Identity dialog.]


Summary


The checker found no problems in this document.


		Needs manual check: 0

		Passed manually: 2

		Failed manually: 0

		Skipped: 0

		Passed: 30

		Failed: 0




Detailed Report


		Document



		Rule Name		Status		Description

		Accessibility permission flag		Passed		Accessibility permission flag must be set

		Image-only PDF		Passed		Document is not image-only PDF

		Tagged PDF		Passed		Document is tagged PDF

		Logical Reading Order		Passed manually		Document structure provides a logical reading order

		Primary language		Passed		Text language is specified

		Title		Passed		Document title is showing in title bar

		Bookmarks		Passed		Bookmarks are present in large documents

		Color contrast		Passed manually		Document has appropriate color contrast

		Page Content



		Rule Name		Status		Description

		Tagged content		Passed		All page content is tagged

		Tagged annotations		Passed		All annotations are tagged

		Tab order		Passed		Tab order is consistent with structure order

		Character encoding		Passed		Reliable character encoding is provided

		Tagged multimedia		Passed		All multimedia objects are tagged

		Screen flicker		Passed		Page will not cause screen flicker

		Scripts		Passed		No inaccessible scripts

		Timed responses		Passed		Page does not require timed responses

		Navigation links		Passed		Navigation links are not repetitive

		Forms



		Rule Name		Status		Description

		Tagged form fields		Passed		All form fields are tagged

		Field descriptions		Passed		All form fields have description

		Alternate Text



		Rule Name		Status		Description

		Figures alternate text		Passed		Figures require alternate text

		Nested alternate text		Passed		Alternate text that will never be read

		Associated with content		Passed		Alternate text must be associated with some content

		Hides annotation		Passed		Alternate text should not hide annotation

		Other elements alternate text		Passed		Other elements that require alternate text

		Tables



		Rule Name		Status		Description

		Rows		Passed		TR must be a child of Table, THead, TBody, or TFoot

		TH and TD		Passed		TH and TD must be children of TR

		Headers		Passed		Tables should have headers

		Regularity		Passed		Tables must contain the same number of columns in each row and rows in each column

		Summary		Passed		Tables must have a summary

		Lists



		Rule Name		Status		Description

		List items		Passed		LI must be a child of L

		Lbl and LBody		Passed		Lbl and LBody must be children of LI

		Headings



		Rule Name		Status		Description

		Appropriate nesting		Passed		Appropriate nesting






Back to Top
