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The Farm Economy

So How Would You Rate the Farm 
Economy in 2022?

https://www.ers.usda.gov/topics/farm-economy/farm-sector-income-finances/farm-sector-income-forecast/
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Energy Information Administration
Short-Term Energy Outlook – Oct 22

Source: macrotrends

EIA Oct 2022 2021 2022 2023 '22-'23 '21-'23
WTI Crude ($/brl) 68.21 95.74 88.58 -10.5% 29.9%

Brent Crude ($/brl) 70.89 102.09 94.58 -10.6% 33.4%

Gasoline ($/gal) 3.02 4.03 3.57 -15.2% 18.2%

Diesel ($/gal) 3.29 4.97 4.29 -20.7% 30.4%

Nat. Gas ($/mcf) 12.21 15.14 15.60 3.8% 27.8%



Corn Price ($/Bushel) 

Source: macrotrends



Cost of Nitrogen Per Pound
Source: DTN



What does the road ahead 
look like?  

Bumpy or smooth driving?



 Input Costs:

 Seed Cost: +5%
 Diesel Price $4.50 / gallon

 Fertilizer Prices:
 NH3 $1,400/T
 28% $570/T
 MAP $1,000/T
 Potash $875/T

 Machinery & Equipment / Repairs: +20%

Ohio Crop Enterprise Budgets 2023



Corn Soybeans Wheat
Receipts bu/A|Price 184@$6.00 57@$13.10 74@$8.40
Crop Revenue $1,102.20 $740.15 $621.60
ARC/PLC + Ad Hoc $0.00 $0.00 $0.00

Variable Costs $709.53 $370.28 $322.58

Returns
Return to Variable Costs $392.67 $369.87 $299.02
Return to Land $182.68 $224.41 $187.49

Crop Enterprise Budgets 2023

Access budgets at farmoffice.osu.edu



https://ag.purdue.edu/commercialag/home/resource/2022/09/2023-crop-cost-and-return-guide/



Income Planning for Higher 
Income Years



Deferring Income to Next Tax Year
 Several tax provisions available to defer income in a 

high-income year.
• Deferral due to weather related sale or for some crop 

insurance payments.
• Hold commodity and sell next year.
• Installment sale.

 What risk could there be?
• Income could be higher next year.
• Tax rates could be higher.
• Constructive receipt [Treas. Reg. § 1.451-1]. 



Income - Can it be Deferred until Next Year?
Income Item Claimed or Deferred
Farm Bill Program Payments 
(ARC/PLC) 

Claimed in year received

NRCS Cost-Share Payments Claimed in year received

Prevented Planting Indemnity 
Payments

Can be deferred if history of > 50% crop 
sales deferred

Revenue Insurance Payments Portion due to low prices must be claimed 
Portion from low yields can be deferred (?)



Example
Jennifer Wilson is a grain producer who harvested her grain 
in November 2022. If Jennifer sells the grain in January 2023 
(a deferral of less than 2 months), she will defer payment of 
tax on the sale by a full year.  

PROVIDED SHE HAS STORAGE



Installment Sales
 Disposition of property in which at least one payment is 

to be received in a tax year after the year of the 
disposition. 

 Defers income recognition until payments are received. 
 Warning- seller acts as a lender and incurs the risk that 

the buyer will default. 
 Does not defer the recognition of I.R.C.§ 1245 gain .All 

recapture income must be recognized in the first year of 
the sale, regardless of the amount of the first payment.



Example
David Maize is a corn producer in Indiana. 
David sold $50,000 of grain to a local dairy 
farm on December 30, 2022. When he 
delivered the corn to the farm, the neighbor 
offered to give him a check. David declined 
the check and told the buyer to put it in the 
mail the following week. David has 
constructive receipt of the $50,000 and 
must include the payment in his 2022 
income. 



Prepaid Farm Supplies
 Is a typical year end tax saving 

strategy.
 Farm-related taxpayer can deduct 

prepaid farm supplies, subject to some 
limitations [I.R.C. § 464]. 

 May be limited to 50% of other 
deductible farm expenses.

 Must be payment not deposit.
 Are your suppliers willing to commit on 

their side for these purchases in 2023?



Prepaid Farm Supplies
Limit doesn’t apply to taxpayer who:
Is a farm-related taxpayer and
Has total prepaid farm supplies for the preceding 3 years of less than 
50% of all other expenses or
Exceeds limit due to unusual change in business operations



Example
Sonja Granger, a cash method taxpayer, bought fertilizer ($40,000), 
feed ($10,000), and seed ($5,000) for use in 2023. Her total 2022 
prepaid farm supplies expense was $55,000 ($40,000 + $10,000 + 
$5,000). Sonja’s 2022 other deductible farm expenses were 
$100,000. Under the general rule, Sonja’s 2022 deduction for the 
prepaid farm supplies is limited to $50,000 ($100,000 × 50%). Sonja 
can deduct the excess $5,000 ($55,000 − $50,000) prepaid farm 
supplies expense in a later tax year when the supplies are used. If 
Sonja is a farm-related taxpayer, and her total prepaid farm supplies 
expense for the preceding 3 tax years was less than 50% of her total 
other deductible farm expenses for those 3 tax years, her 2022 
deduction will not be limited. 



Prepaid Farm Supplies
3-part test for prepaid expense deduction

1. Payment, not deposit
• Facts and circumstances
• Specific quantity at fixed price

2. Valid business purpose
• Fixing price and supply

3. No material distortion of income



Deposit Versus Payment
The following factors indicate that a payment is a 
deposit: 
1. There are no specific quantity terms.
2. There is a right to a refund of any unapplied payment

credit at the end of the contract.
3. The seller treats the payment as a deposit.
4. There is a right to substitute other goods or products

for those specified in the contract.



Prepayment of Other Farm Expenses
 Can make pre-payments on other expenses.

• Maybe pre-pay land rental and accounting services?     
(do they want pre-payment?).

 Cannot pre-pay interest (only to year end). Must deduct in 
the year it is due.

 Can not create an asset having a useful life that extends 
past the end of the next tax year. Earlier of
• 12 months after the benefit begins, or
• the end of the following tax year



Example
On November 1, 2022, Fred Franklin signed a contract for 
insurance on his farm equipment. He paid $3,800 for a 1-year 
policy. The policy term starts December 15, 2022. The 12-
month rule applies to the payment because the policy does not 
extend beyond December 15, 2023 (12 months after the first 
date that Fred benefits from the policy) and it does not extend 
beyond December 31, 2023 (the end of the tax year following 
the tax year in which Fred made the payment). Fred can deduct 
the $3,800 payment in 2022. 



 2022 may be the year to increase 
retirement contributions.
 Regular IRA, SEP, SIMPLE, 401K
 OK to pay Self-Employment 

Taxes! 
 SEP-IRA establish by return due 

date.
 SIMPLE set-up no later than 

October 1.
 https://dairy.osu.edu/newsletter/b

uckeye-dairy-news/volume-24-
issue-5/use-2022-profitability-
catalyst-retirement-savings

Consider Retirement Contributions

https://www.irs.gov/retirement-plans/plan-
participant-employee/definitions

https://dairy.osu.edu/newsletter/buckeye-dairy-news/volume-24-issue-5/use-2022-profitability-catalyst-retirement-savings


Example
George Griffin is 40 years old. He operates his farm as a 
single-member LLC. The company generated a $200,000 
Schedule F (Form 1040) profit in 2022. The company had 
no employees and established a SEP in August 2022. The 
company contributed $13,500 to the SEP on January 30, 
2023. The contribution does not exceed the 2022 
contribution limit, which is the lesser of 25% of earned 
income or $61,000. George can deduct the contribution in 
2022. 



Retirement Contribution Limits
Income Item < 50 years 

old
 50 years 

old
Regular IRA $6,000 $7,000

Roth IRA $6,000 $7,000
SIMPLE IRA $14,000 $17,000
401(k) Elective Deferral $20,500 $27,000
Overall 401(K) Contributions (Employee + 
Employer)

$61,000 $67,500

SEP contributions for employee (up to 25% of 
wages)

$61,000 $61,000

SEP contributions for self-employed individual $61,000 $61,000



• Beginner Farmers and Ranchers Loans
• Farm Ownership Loans
• Farm Storage Facility Loans
• Minority and Women Farmers and Ranchers Loans
• Micro  Loans
• Youth Loans
https://www.fsa.usda.gov/programs-and-services/farm-loan-
programs/index

Farm Service Agency

https://www.fsa.usda.gov/programs-and-services/farm-loan-programs/index
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https://www.farmers.gov/sites/def
ault/files/2022-07/farmersgov-
historically-underserved-factsheet-
07-20-2022.pdf

Guide for Underserved 
Farmers & Ranchers
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Contact Information

David L. Marrison
Field Specialist – Farm Management

OSU Extension
740-722-6073

marrison.2@osu.edu
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