Tax implications for compensation under
EADRA

Compensation paid to primary producers (those operating a primary production
business), for livestock that have died or been destroyed as part of an official

emergency animal disease response, is considered assessable primary production
income.

A range of tax measures are available to assist primary producers whose taxable
income is impacted by compensation payments including:

The forced disposal or death of livestock tax provision, which allows a
producer who makes a tax profit after receiving compensation, to either:

o spread the profit earned over a period of five years; or

o deferthe profit and use it to reduce the cost of replacement livestock in
the disposal year or any of the next five income years.

The Farm Management Deposits Scheme, which can be used to set aside pre-
taxincome, which a producer can draw on in future years. Income deposited into
a Farm Management Deposits account is tax deductible in the financial year the
depositis made and becomes taxable income in the financial year in which itis
withdrawn. An individual may hold up to $800,000 in Farm Management
Deposits

Income tax averaging provisions, which allow producers to even out income
tax liability from year to year, by averaging taxable income in the last five income
years.

After professional advice, producers may be able to use one or more combinations of
these tax treatments. See the Australian Taxation Office’s Managing varying income for

detailed information.

Example of actions taken by a producer whose taxable income is impacted by a
compensation payment:

1.

Defer the tax profit from the compensation received using forced livestock
disposal provisions, and

deposit other remaining taxable primary production income into a Farm
Management Deposit account and claim a deduction for the amount deposited,
and

then apply income averaging as normal.


https://aus01.safelinks.protection.outlook.com/?url=https%3A%2F%2Fwww.ato.gov.au%2FBusiness%2FPrimary-producers%2FManaging-varying-income%2FAbnormal-primary-production-income%2F&data=05%7C01%7Ctwright%40animalhealthaustralia.com.au%7Cebecf11f0bae48cb5d0708dad9a114f8%7C5367035c39a54071b9594582bdca31b0%7C0%7C0%7C638061583104771570%7CUnknown%7CTWFpbGZsb3d8eyJWIjoiMC4wLjAwMDAiLCJQIjoiV2luMzIiLCJBTiI6Ik1haWwiLCJXVCI6Mn0%3D%7C3000%7C%7C%7C&sdata=ZZk3bLYCPu6aMikPJ57RyVxXoel5dRZdDtD%2FUhNgJOY%3D&reserved=0
https://aus01.safelinks.protection.outlook.com/?url=https%3A%2F%2Fwww.ato.gov.au%2FBusiness%2FPrimary-producers%2FManaging-varying-income%2FFarm-management-deposits-scheme%2F&data=05%7C01%7Ctwright%40animalhealthaustralia.com.au%7Cebecf11f0bae48cb5d0708dad9a114f8%7C5367035c39a54071b9594582bdca31b0%7C0%7C0%7C638061583104771570%7CUnknown%7CTWFpbGZsb3d8eyJWIjoiMC4wLjAwMDAiLCJQIjoiV2luMzIiLCJBTiI6Ik1haWwiLCJXVCI6Mn0%3D%7C3000%7C%7C%7C&sdata=F56tkofwuQjciobOA8Pvh3n%2FBKTivxFshsUWrVduJUY%3D&reserved=0
https://aus01.safelinks.protection.outlook.com/?url=https%3A%2F%2Fwww.ato.gov.au%2Fbusiness%2Fprimary-producers%2Fin-detail%2Ftax-averaging-for-primary-producers%2F&data=05%7C01%7Ctwright%40animalhealthaustralia.com.au%7Cebecf11f0bae48cb5d0708dad9a114f8%7C5367035c39a54071b9594582bdca31b0%7C0%7C0%7C638061583104771570%7CUnknown%7CTWFpbGZsb3d8eyJWIjoiMC4wLjAwMDAiLCJQIjoiV2luMzIiLCJBTiI6Ik1haWwiLCJXVCI6Mn0%3D%7C3000%7C%7C%7C&sdata=CJ%2FOH8SVAqcJRQqmMeeLhc%2BB%2FYXNBfnTl%2F7Gt5NhiJE%3D&reserved=0
https://aus01.safelinks.protection.outlook.com/?url=https%3A%2F%2Fwww.ato.gov.au%2Fbusiness%2Fprimary-producers%2Fmanaging-varying-income%2F&data=05%7C01%7Ctwright%40animalhealthaustralia.com.au%7Cebecf11f0bae48cb5d0708dad9a114f8%7C5367035c39a54071b9594582bdca31b0%7C0%7C0%7C638061583104771570%7CUnknown%7CTWFpbGZsb3d8eyJWIjoiMC4wLjAwMDAiLCJQIjoiV2luMzIiLCJBTiI6Ik1haWwiLCJXVCI6Mn0%3D%7C3000%7C%7C%7C&sdata=iVPep9t%2BsaD5bzHjoRlim2ZMeTkRotWRvUeCccGOwTs%3D&reserved=0

Note: the interplay between the various tax measures can be complicated, and farmers’
individual circumstances can vary significantly. Primary producers are encouraged to
seek professional advice to inform financial decisions.

Further tax information for primary producers:

¢ Taxaveraging

e Farm management deposits scheme

e Abnormal primary production income



https://aus01.safelinks.protection.outlook.com/?url=https%3A%2F%2Fwww.ato.gov.au%2Fbusiness%2Fprimary-producers%2Fmanaging-varying-income%2Ftax-averaging&data=05%7C01%7Ctwright%40animalhealthaustralia.com.au%7Cebecf11f0bae48cb5d0708dad9a114f8%7C5367035c39a54071b9594582bdca31b0%7C0%7C0%7C638061583104771570%7CUnknown%7CTWFpbGZsb3d8eyJWIjoiMC4wLjAwMDAiLCJQIjoiV2luMzIiLCJBTiI6Ik1haWwiLCJXVCI6Mn0%3D%7C3000%7C%7C%7C&sdata=uxng5Z3NFaXxt4F7ezHFiqYmAXvbwpqQ5wJHeBn3yhk%3D&reserved=0
https://aus01.safelinks.protection.outlook.com/?url=https%3A%2F%2Fwww.ato.gov.au%2Fbusiness%2Fprimary-producers%2Fmanaging-varying-income%2Ffarm-management-deposits-scheme&data=05%7C01%7Ctwright%40animalhealthaustralia.com.au%7Cebecf11f0bae48cb5d0708dad9a114f8%7C5367035c39a54071b9594582bdca31b0%7C0%7C0%7C638061583104771570%7CUnknown%7CTWFpbGZsb3d8eyJWIjoiMC4wLjAwMDAiLCJQIjoiV2luMzIiLCJBTiI6Ik1haWwiLCJXVCI6Mn0%3D%7C3000%7C%7C%7C&sdata=dxZ7rLgOxWIykwsuQsskk0FjafKTTLinSV4m3Y17K6s%3D&reserved=0
https://aus01.safelinks.protection.outlook.com/?url=https%3A%2F%2Fwww.ato.gov.au%2Fbusiness%2Fprimary-producers%2Fmanaging-varying-income%2Fabnormal-primary-production-income&data=05%7C01%7Ctwright%40animalhealthaustralia.com.au%7Cebecf11f0bae48cb5d0708dad9a114f8%7C5367035c39a54071b9594582bdca31b0%7C0%7C0%7C638061583104771570%7CUnknown%7CTWFpbGZsb3d8eyJWIjoiMC4wLjAwMDAiLCJQIjoiV2luMzIiLCJBTiI6Ik1haWwiLCJXVCI6Mn0%3D%7C3000%7C%7C%7C&sdata=JB3HjJ0fJLQUR%2BPC2lltWz5S5BX2jX%2BPVq%2F0nR1nqKg%3D&reserved=0

