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INTRODUCTION

A recent decision of the Special Commissioners, adjudicating on a dispute
between HM Revenue and Customs (“HMRC”) and a businessman with an
interest in motorsport, provides some welcome news for taxpayers who wish
to use their interest in motorsport to promote their business in a tax efficient
way. 

IS MOTORSPORT A HOBBY?

HMRC states that, as a body, it has no fixed adverse view on the use of motorsport as a
means of advertising and promoting a business.  However, any businessman with a personal
interest in motorsport who incurs expenditure on that motorsport for business promotional
purposes can expect to be faced with an Inspector of Taxes contending that the expenditure
is being incurred for the furtherance of the individuals “hobby” rather than for valid business
commercial reasons.  

Very often it is precisely because an individual has an interest in, an enthusiasm for, or an
identifiable name in motorsport that he would be able to use that to good effect to promote
his business interests.  There may of course be some individuals tempted to use the business
bank account to help fund their personal hobby, and such hobby expenditure would not be
deductible, but it all depends on the facts.  This is an all or nothing issue.  Either the purpose
of the expenditure is to promote the business, in which case it is wholly deductible and any
personal benefit is ignored, or it is primarily to fund the individual’s hobby, in which case it is
wholly disallowed and any part-business purpose is ignored.

Unfortunately, individual Inspectors of Taxes far too often simply take the view that because
the individual is personally interested, the expenditure incurred by the business must
automatically be personal expenditure and wholly disallowed, and where an inspector adopts
that stance it is extremely difficult (sometimes impossible) to convince him or her to the
contrary, even though there is a perfectly justifiable business case.  Where taxpayers have a
good business case, but are faced with an intransigent Inspector refusing tax relief, the only
realistic course is to take the matter to the Commissioners.  The Commissioners are
independent of HMRC and will be open to both sides’ arguments with a view to deciding the
matter objectively rather than starting from any biased view point.  

RECENT DECISION IN FAVOUR OF THE TAXPAYER

The recently published Commissioner’s decision, R S McQueen v HMRC, Sp C 601, involved
the proprietor of an unincorporated business operating a minibus and coach transport service
who was an amateur rally driver.  Having achieved some personal success as a rally driver the
individual decided that motor rallying would be a good way of marketing his transport
business and the business therefore sponsored his involvement in rallying.  HMRC contended
that the purpose of the rallying was to advance the individual’s personal rallying career and
that any benefit to the business was incidental to that personal purpose, so all the expenditure
should be disallowed.  
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However, the Commissioner came to the following decision:

““MMyy  ccoonncclluussiioonn  tthheerreeffoorree  iiss  tthhaatt  MMrr  MMccQQuueeeenn  wwaass  uussiinngg  hhiiss  sskkiillll  aanndd
eenntthhuussiiaassmm  ffoorr  mmoottoorr  rraallllyyiinngg  aass  tthhee  bbeesstt  mmeeaannss  aavvaaiillaabbllee  ttoo  hhiimm  ffoorr  pprroommoottiinngg
tthhee  …………bbuussiinneessss..    HHee  eennjjooyyeedd  iitt  aanndd  iitt  hhaass  ggiivveenn  hhiimm  ssaattiissffaaccttiioonn  iinn  jjuusstt  tthhee
ssaammee  wwaayy  aass  rruunnnniinngg  aann  eevviiddeennttllyy  ssuucccceessssffuull  bbuussiinneessss  hhaass  ddoonnee..    NNoonneetthheelleessss
tthhee  sseeccuurriinngg  ooff  tthhee  pprriivvaattee  ssaattiissffaaccttiioonn  ooff  ssuucccceessss  oonn  tthhee  rraallllyy  cciirrccuuiitt  ccaann,,  iinn
mmyy  vviieeww,,  pprrooppeerrllyy  bbee  ddeessccrriibbeedd  aass  aann  iinncciiddeennttaall  eeffffeecctt  ooff  tthhee  ppaayymmeenntt..””

The Commissioner therefore allowed all of the costs.

SUMMARY

In order to win this sort of argument the taxpayer must be prepared to be able to put
forward a good commercial case.  This is something that needs to be considered from
the outset and appropriate steps taken to ensure that a quite clear commercial strategy
is decided upon, pursued and evidenced.  A sensible strategic approach initially should
enable taxpayers who incur expenditure on motorsport genuinely with a view to
promoting their business to feel comfortable they can present a robust case to their
local Inspector.  In the face of an Inspector not open to objective presentation, the
taxpayer should seriously consider taking his case to the Commissioners who will
decide the matter in an independent and objective fashion.  A Commissioner’s decision
in favour of the taxpayer on this particular point is very difficult for HMRC to appeal
against, so there is little risk of becoming embroiled in expensive court cases.

The information contained in this bulletin does not
constitute advice and is intended solely to provide
the reader with an outline of the provisions.  It is
not a substitute for specialist advice in respect of
individual situations.  
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