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ATO ISSUE DRAFT OF NEW HORSE INDUSTRY RULING — TR 2007/D9

After extensive industry consultation, the ATO finally released a new draft
ruling addressing major thoroughbred industry taxation issues on 22 August
2007.

It has been 14 years since the ATO last issued a specific tax ruling relating to
the thoroughbred industry (TR 93/26) and this current ruling seeks to clarify
many aspects of this ruling as well as addressing many horse income tax
issues that have arisen subsequent. The major catalyst for this ruling is the
current ATO audit of the industry that commenced in late October 2003 and
which continues to escalate.

Major issues addressed

The major areas addressed by this draft ruling are:

o What is a business of “racing” horses?;

o What is a business of “breeding” horses?;

o When “racing” activities can form part of a “breeding” activity;

a The proper treatment of racing and breeding stock for tax purposes, i.e. is
it trading stock, plant or a CGT asset?;

a The deductibility of service fees; and
a When racehorses can be subject to depreciation.

Amongst the areas the ruling did not comment on were foal share
arrangements, “one-off’ profit transactions involving horses and leasing
arrangements relating to the breeding of horses and syndications generally.

ATO submissions for comment due by 10 October 2007

It must be emphasised that this is only a draft ruling and the ATO are inviting

submissions to be lodged by 10 October 2007 for parties wishing to make

relevant comments. Carrazzo Consulting CPAs, as a leading provider of tax

services to the industry, will not only forward its own submission relating to

specific tax issues, but has also been invited to participate in the general

industry submission of Thoroughbred Breeders Australia (TBA). Carrazzo Consulting Pty td
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