ametimes | think Oel Boy liad it right ...... cash Rodders,

cadh. Inddeed, hovse trading - and a lot of horse setivitien

genorally - are one of the (ew places loft in sodiety wherne cash
UFENEICTHONE 30 STl protty comamon.

Howr, 1 e ath a5 much 55 the next person - as it fleetingly
passes ot of the cash maching, into my purse and {rom there on to
poy for hay, leed, bedding and lessons, o1, Howeyer, unsurpriandgly,
the tax man has a sgnificant distrust of cash transactions,

Kol 3o many yoars 390, irantactions wore undertaken in ¢xh,
eredil cards wore for special oocasions and social media didn's exist
Living off the grid really wasn't all that hard, Those days. we buy
most things on gue credit fdebit cands and any detail of gur lives
that we haven't atrcady freely posted onto Fecebook can ampway
be Found through a lock af eur compuier brovesing histany. And the
tamman kngws it

3o, nead time you seil 1ome Tack oneling, or you adwertiie o herg
far wale = or gven if you buy an cagbrvbve ibbm on-ling, you need (o
auaree That the taxman knows about it If you're a seller, well then
should you declare the income? I you're a buyer, weell then how did
you manage 16 bay a £15% horie if you only declared to the taxman
that you earn C15k a pear?

Wfith this in mind, 've set out below the key income tax ishues
Iikedy 1o be of inbeeest 10 the sgquestiian community:

Are You Selling Privately or as a Business?

This is the first big question. H you're selling a horse or other item

privately then the sale won't be treated a3 business income for you

and a5 such there's no income tax considerations. W you sell 35 3

Busingss, then the income will count townards your taxable profit
5o whent do you driw the line betwden o privale saleand a

Bugineds s, fof L purposes? Thisis & quedtion that (omes up &
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lot and the answed can be found by snalyimng what HVMRC call the

“Badges of Trade®. Batically, the “Badges of Trade™ are a fut of

tharactenitics That can be 134 10 indicate whether or ot someond

i negarded ad trading for Lax purpoies. Thi maons eharsclerstics

o B Tist that poont favearch trading cathéd than a private sctivity

then the mare chande that the Laxman will regard the sty a6 a

tacable trode, These Badges of Trade can be Briefly summarkied s

oo

I Profil Seehmg ffatno ! = Dt you buy the bors with o woew o then
SORRT 03 O peciiT?

2 Mumbgr of Trangactong « Wi this o oneoff or oo your regulady Buy

arndl 5o horses!

Maturg of fhi Azsef = Ave wer talbing abou? o horse Faf you fook

o VYTl s oo cade o ol oo clobBoraiely buy o fonse pow

Rl pour's patdy ond sgund

4 Earstonoe of Smadyr Tradmg Transactions of erests - e jou s

the st (ki your rogualarty pioe rokne fessens a0l have a

TEpintaray fear Baersty AP 1) D& Ferse, I AR b meve bely that

thee raeman Wil Bhind thar 8 Faece you Bounht ang then s was said

&5 it of & T tather i ad 3 Divale sl

Changes fo tha detof — i i M 3 howse that your dodboca el fraaud

u 10207 Dvef your Bl 8 horse, Pt B Good COMPENtOn eiond o if

Mo ar $parians Bl rlnde yonr 't Fedleng fow & peger

The Wy the Sale was Casried Owl - o dil you debberandly sdveriae

B Pt For sader? O s vl roally o ©ounirsionge Phat somdone san il

A s and g your G oy you couldin't rfue

F The Sawct of Funinte - [ yoir delbardtody toak o cebie fo biy &
e whalls y0ur Htafd Sl HIMEC el 0N Wi B €M lpoitE
g O DDy e cHOBRDORTBA 50T Gt 00 S OF @ pealit
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o

inferval of Tire Between Plurchase s Sxf = vas this.a horse thar pou
had for 3 oy e and oudgrow? O o your buy and sof for a guick
fnpund f proff?

Feeteod of Arquistion = Vg thea much kvod iy hooe that your
parents Boirpht fov oo O ol you debboratody 9o ot and Buy a
Horse to soll pn?

emember, by the way, that if you have a boasiness then o

wetll 45 segistering for {and paying) ingomae tax, you'll need to pay
Hatlonal Ingurance. Fortunatedy, the thresholdd abowe which you'd
nend to regiter for VAT s a lot IthQ{ (£85,000 of uenaver) = Il
talk about VAT In rry mest article,

But Did You Make Any Profit Anyway?

Sasme peopie will tell you thre's » particuiar cut-off, ueh a5 being
slle 1o sl twd o three hosies & year and that's nat a butines, but
mase Lhan that and it i The reality is that the tasman doein’t have
with 3 cut-off. However, an hanest anakrit of 1he abawve quedtions
will normally paint you in the ght diretion for whether or nat you
are really trading f in Butinedt for 1ax purpoLes

But af course, knawing whiethes of nat you'ie trading / in
Brasiness Tod Lam pulpodis i only the Tisk gquesstion. Thi nést
queition i whether o not you actually made any money dolng so!

Lets face it, unteds you are Carl Hetter or Michacl Whitaker and
sblo 1o train and 6!l hories at 3 handiome prico, it othenwite
poetty tncky 10 make teriaut mondy aut of hored. | you're deing
it the haad vy, Wying 1o bary, bring on snd <61l hariés 10 finance
your riding caner, while yos you may sell some horses for a decent
price, howr much has that hosse cost wou in the mesntime in terms
of keop, entry fees and vots fees, ote? Or if you breed, then while
Sgain you may sell jome faali at a good price, what about the
coit of keeping the broodmare, the wets fees to get her in foal,
arry extra vt fees should the foaling be difficuly, e1c? And if you
thaught that Fvery yards alveays do very wiell fafier all, livery b
exporaive, Bn't itY), think again - by the time the yaed itsedl s paid
Tor, marging are preity tight,

Lo, if you do a proper job-of adding up all of the costs, then i truth
b ol there may nod be mgch left on which B0 pay tax anivey,

Indeed, often 1t will be in the taxmans Inlerests 1o argue that
& horse "businen” [In't a busingis a1 all, it i3 a hobby, 30 that the
taxman ¢an say that the losses from the busingss are not deductible
galnst profits from other [ronshorse related) activities,

Pt example, you've done well with a City job and you decide
that you want 10 1ake & chance wh"t you $ill con and use your City
mgney (o buy o livery £ competition yerd and ven your gwmn horsey
bisiness, go out and get compeiing yourself, so that you can get a
chanco at Badminton while you $181 can. But you kngw hosw much
these things cost so yeu kept a hand in doing some City Consuttancy
work in addition o having the Fvery [ compoiithon yasd, Lesses from
the livery f competitien yard could then be olfset agalnst profits
from the City Consultancy work, 10 at least there™s less tax to pay on
the City Consuttancy work. The taoman, though, may not like that
idea and could try to argue that the running of the yard i a hobby
rathir than & business and so the ses cannot he vied 1o offtot the
City Comultansy income. A good accountant will, though, have a
gocd arguiment with the tasman about this on your behall, becnne
if the busimeds i progerly men then just becouse there are losses
docin’t necerarily mean the LaEman gots to say thot it o hoblyl

»

Exemption For Income Under £1,000
Technically cpeaking, if wou provide a service and get paid for i1,
modt likely that's income for you. So, if you woek an & Saturday
marning At 2 bacal yard or yoar do 2 fow Teaching hours, yoarll end
ug swith imcome. Likewise, i you have o day job clewhers but do a
bit off buying ard selling on the vide {e.g. of tack, hore equipment,
et} then sgain you could end up with income 1o dechare,

Hawewer, in recognition of the fact that basically o lot of
peopiiare in the situation of doing a “little bit on the side” a
new exemyrtion wat brought in wherely for trading income under
£1,000 you can legitimately nat declare this on your 1ax return, The
£1,000 limin i for the geoss incoms (e, wilhaat Laking expenies
inte account) 3o not much goad if you'te selling houses, but just for
getting paid for dodng o fow bits hero and there it's useful.

The £1,000 trading ingome allowance it of course in addition 15
the = peersonal Alowande” of [durrentiy) £11,500 under which you
don't need 1o pay a0y tax of national insurance.

What The Future
Holds?
At Swery yeor paises, it
wieira the L rubes get
teugher, the penaltics
tor nan-complisnde go
wp and the information
availabie Lo the taaman
About yaur activities
Qots bigger and bigger.
indeed, there are pland
afoat for tanpayen
te have their own
porsonal portal wath
HMRL that will be
pre-poputated with
your dota, that HMRC
coliect from banks,
wowr emplogers, olc
Coupbe that with hank
notes being upgraded
w2 ihat eld bank notcs
cease i be legal
tender and that wad
of cash you had in the
draw, undeclired to
thi tax man, stars (o
becoemee bess eany 1o wse, HMRC do have in plage various disclosure
sthemes For you 1o fess up to your undedared carnings but there
are of course complications 1o going through these and wwitable
advice will be needed

11 all sourds o (91 to deal with, but & good aecountant will be
able to help you do things propedy while a%o making sune the rules
are wsed to your best advantage 1o keep tasable prafits down, use
any botars and ue the relovant cxemptions as far as posstble.
W you have feund this artice of interest and would like to find sut
more abowt Wk planning, then centadt Janot Piere at Chaner Tax,

CHARTER TAX

Chartered Accountants helping you,
your business and your family

We specialise in farms, fomilies, trusts and estates
and have a dedicated team who can help you
manage yourfinancial needs. Our directors, Janet
Pierce and Mark Howard have direct experience
with equestian and larming matters, and we also
offer an extensive range of services including:-

- Bookkeeping - Succession planning

= Accounts preparalion - inhertonce

tax advice
- Tax refurns and YAT advice - Eslale plonning
- Poyrod - Aulo-erroimant

Please contoct jonel.plerce@chorter-lox.com
or merk howard@charter-tax.com

www.charter-tax.com
Telephone 01580 313108
Suite 1 Bedgobury Buniness Park, Goudhunt, Kenl TNIT 2GX
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