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TAXATION

DUALITY OF PURPOSE:
HORSES

The recent McQueen v R & C Commrs
[2007] Sp C 601 case has resulted in a
helpful and favourable resuli for those

involved in commercial sponsoring of

competitors  of  sporis  activities  [In
McQueen, it was shown that the markeiing
advantage was not vague and unceriain bui
was clear and successiul  Thece  was
evidence  to  demonstraie  a  direct
correlation between sponsoiship and the
gaining of new clieuts.

The commissioner’s view was thai the
expenditure had been incurred for the
purpose of promoting the business and
geiting names and liveries into the public
awareness. Although the taxpayer gained
sorme personal satisfaction from competing
in rallies, his preferred leisure activity was
sailing rather than rallying and the privaie
satistaction of success on the rally circuit
was an incidenial benefit of expendituie,
rather than iis purpose.

li has been argued that it is the purpose
that matters, not the effect. In many cases
although there has been a benefii {or the
business, the taxpayer could not
demonstrate that the main purpose was
anything other ithan for private benefit.

Moving away irom the sponsorship
scenario,  where  equine activity  is
subsidised by an associated business, the
other areas where HMRC are currently
taking a very keen interest is thai of horse
businesses which do not produce a profit.
This is especially the case where ihe
proprietor has other income. The relevani
legislation is now contained in ITA 2007,
s. 64 onwards There are two tests to be
proven:
E  the business must be carried on with a
view to profit, and
B must also be conducied on a
cominercial basis.
(Julie Builer writing on TaxationWeb 3
November 2007)
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