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Tax Planning for High Income Years

= Defer income
= Prepay expenses
* Retirement plan contributions

= Accelerated depreciation (section 179 deduction or bonus
depreciation)

* Bunching itemized deductions

= Maximizing permanent tax benefits (e.g., hire children)
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Breakeven Prices for 2022 and 2023 are Substantially Above Long-Run Average

Rotation Corn, Breakeven Price per Bushel
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Breakeven Prices for 2022 and 2023 are Substantially Above Long-Run Average

Rotation Soybeans, Breakeven Price per Bushel

Breakeven Price A Soybean Price

$16.00
$14.00 A
$12.00 A A
$10.00 A A A A m
$8.00
$6.00
$4.00
$2.00

$0.00
07 08 09 10 11 12 13 14 15 16 17 18 19 20 21  22P 23P

? PURDUE Center for Commercial Agriculture

UNIVERSITY



Net Farm Income Prospects for 2023 are Considerably Lower than NFl in 2021 and 2022

Net Farm Income, Corn/Soybean Rotation (S per Acre)
West Central Indiana Case Farm

B Annual ——Average, 2007 to 2021
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Replacement Margin and Working Capital

= The replacement margin measures a farm’s ability to cover
owner withdrawals, principal on term debt, and cash used for
capital replacement (i.e., depreciation).

= Working capital is typically measured using the current ratio
(current assets / current liabilities), and is used to cover cash
shortfalls and to make down payments on asset purchases.

* When the replacement margin is relatively low, it is important to
preserve working capital so that at least owner withdrawals and
principal on term debt can be covered.
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Projected Replacement Margin for 2023 is Negative

Replacement Margin
West Central Indiana Case Farm

B Annual ——Average

$1,000,000
$800,000

$600,000

$400,000
$200,000 I I

-$200,000

-$400,000
07 08 09 10 11 12 13 14 15 16 17 18 19 20 21  22Pp 23P

? PURDUE Center for Commercial Agriculture

UNIVERSITY



Tax Planning for High Income Years
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