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Introduction 
 
This guide has been put together as an overview for starting and running an equine business.  It 
is certainly not all inclusive nor does it go into depth on each topic.  It is simply a summary of our 
experiences running businesses in the industry and now working with business owners in the 
industry.  We hope that it gives you the basic tools to shape or reorganize your management 
strategies and some things to think about.  We certainly made many mistakes over the years 
and we hope that some of the wisdom we gained can be passed onto you.  Marietti Accounting 
Services, LLC was started with the goal of helping business owners in the equine and 
agriculture industries make the most out of their businesses.  One of the great things about 
these industries is the passion that the individuals in the industries have for the animals that 
they care for.  Professionals in the horse industry are not in the industry for the money, there are 
certainly other, far less demanding professions that could have been chosen that would 
probably pay better and on a more consistent basis.  They also don’t tend to take you for an 
unexpected and exciting ride on a cold windy day.  But many of us are drawn to the industry 
because of the animals that we get to raise and work with on a daily basis.  It makes the 
industry unique and keeps ahold of those of us who are just a little too stubborn to move on.  
 
Unfortunately passion does not always equate to financial success, especially in the horse 
industry.  One of our favorite quotes is “The best way to become a millionaire in the horse 
industry is to start out a billionaire.”  And while the quote is often said in a fun and joking manner 
the idea behind it holds true for many people that try to make a living in the horse industry, they 
simply cannot make their business turn a profit.  We have found that the horse industry is one in 
which a lot of the professionals need to keep track of their financials closely and it’s also an 
industry where they are less likely to do so.  And we get it, working with the babies or heading to 
a horse show is a lot more fun than keeping your books up-to-date and putting together a 
budget.  That’s why we’re here and part of the reason we’ve created this ebook.  To give you 
tools to make you more efficient doing some of your least favorite activities, and to also provide 
a knowledgeable group of people to help you if you choose to outsource your needs. 
 
We tried to put this book together in a format that flowed from one topic to the next.  We start 
with talking about what services you may want to offer and some things to consider.  Then we 
move onto costs and pricing your services and move into bookkeeping, taxes, and employees. 
There are a few things that relate to more than one topic, we tried to highlight these for you 
throughout the ebook.  We hope that it provides a helpful reference for you. 
 
 

Whitney Marietti 
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Deciding on Services 
 

 
 

One of the first things you need to decide on when opening an equine business is to determine 
what services you are going to offer.  There is no right or wrong answer to services, but one 
thing I will stress is to know your market and your location.  An upscale boarding facility may not 
thrive in a rural location where everyone has land to keep their horses while a trainer that can 
travel to various barns or that allows haul-ins may work well in that environment.  Likewise a self 
care facility in a high cost of living area may not thrive as well as a high end training and 
boarding facility.  You have to know your market.  When looking at the services you are going to 
provide I don’t think you need to limit yourself to one of the categories I am going to describe, 
rather I think you need to select a group of services and design them so they compliment each 
other.  They also need to be selected based on your knowledge base and the time you have 
available to work in your business.  A higher end facility may work many of the “extra” 
components into their pricing and that may be a great fit for them and their clients, whereas 
another facility may chose to charge extra for some things or not offer them at all.  Regardless, 
from a management perspective you need to look at the costs and time associated with those 
parts of your services.  So let’s dive right in and remember, some of these things may not apply 
to you or be something you are interested in offering and that’s fine, but you need to know for 
certain what you are willing to offer and the fees associated with each service before putting 
together pricing. 
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The Basics 
The basics for a horse operation are similar across most services.  Horse businesses have high 
labor costs and that’s because horses need care 7 days a week and if something breaks on the 
weekend often times it needs fixed.  The horses still need watered on Sunday morning and if a 
pipe breaks the solution is not to turn off the water and put it off until Monday.  The point being a 
horse facility takes a lot of time to manage, you need to make sure that either you are available 
or an employee is.  Regardless, one thing I want to stress is you have an obligation as a 
professional in the horse industry to make sure the animals associated with your business are 
cared for.  No matter what services you offer you are still responsible for making sure that 
animals on your property or in your care have their needs met.  I’m going to cover boarding in 
depth first because boarding is combined with almost all other services I’m going to review. 

Boarding 
Most facilities have some boarding aspect, even if it is combined with other services.  In general 
people tend to group boarding into different categories; self-care, partial-care, and full-care. 
They’re fairly common terms across the industry, but I don’t like them.  The reason being is 
because someone’s full-care is another person’s partial-care.  It’s good to know the definitions 
in case someone asks, but really I think the most important thing is to have a clear definition of 
what you do. So I’m going to break down the major components of boarding to give you some 
things to think about. 

Feed 
Who provides the feed and who feeds the feed?  Let me give you some advice, boarders 
providing and feeding their own feed rarely works out.  And this is coming from someone who 
has been at a facility providing my own feed and feeding it.  First off, finding someone who 
consistently supplies enough quality feed is hard.  Quality feed is expensive and many boarders 
do not understand the cost until they’re paying for it.  And neither do many first time 
professionals, this will be one of your biggest expenses!  Having an owner provide their own 
feed normally results in them figuring out just how expensive it is and either compensating by 
buying poor quality or low quantity.  Regardless the results are the same, the horses on your 
property look underfed and your facility will become known for being a low quality facility.  If your 
boarders are responsible for feeding chances are they will not be coming out twice a day to 
feed.  Unless they are working out of there or have an extremely flexible schedule those horses 
are likely to miss meals, this also means any injuries are likely to be caught later than they 
should be because there is not a set of eyes on them twice a day everyday.  
 
The only exceptions to these suggestions that I find that work is if you have a professional 
working out of your facility, or the occasional knowledgeable horse owner that truly understands 
the value of quality care.  There are also instances where a boarder provides feed and the 
facility feeds it with a clause written in the boarding contract that insufficient feed will be 
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supplemented by the facility billed to the owner.  This has the potential to work if the 
management communicates with the owner as soon as they determine an issue with the feed is 
present.  Of course you should talk to your lawyer when they draw up your contract about the 
process of implementing that kind of clause.  
 
If you are a new operation you need to make sure you understand the amount of feed you need 
to budget for.  Remember, not all horses eat the same amount and you may end up feeding one 
horse twice the amount of another.  You either need to budget for the potential to go through 
more feed for older horses and/or put in your contract a limit on the amount of feed per day per 
horse.  With this approach you will likely have clients supplement feed with additional rations 
when they come out unless it is locked up.  For a high end training, boarding, breeding, etc 
operation I think budgeting for hard keepers is your best bet, your board is typically seen as less 
valuable if you are charging for extras that other facilities provide, this doesn’t work for high-end 
facilities.  Another option is to charge extra for an additional feeding during the day, but again for 
higher end facilities I typically advise against this, your clients expect this to be built into your 
pricing structure.  Another thing to think about is when you’re feeding poor quality feed you have 
to feed more of it, it may end up being more expensive to feed poor quality than higher quality 
feed in the long run.  It just feels better when you are paying less per bale of hay or bag of feed 
initially, but when you are buying twice the amount you’re really not saving money. 
 
In terms of supplements, I have rarely seen the cost of supplements covered by a facility unless 
the trainer is sponsored by a certain supplement company or it is part of the feeding program 
and worked into the price.  I think it is completely reasonable to require supplements be grouped 
in easily administered forms.  Measuring 7 supplements per horse per feeding is not time 
efficient.  Another option is to charge to administer supplements, again, if you are marketing 
yourself as a high end boarding facility I advise against this.  Remember, supplements are 
different from medications, administering medication at a boarding facility has liability risks. 

Water 
This deserves it’s own category.  The horses in your care/on your property have to have access 
to clean water.  If you have automatic waterers they need to be cleaned not just for the horse’s 
sake, but also for the longevity of the waterer.  Water buckets should regularly be dumped and 
scrubbed as should water tanks.  Remember that tanks/buckets need access to a spigot/hose. 
In addition the hose and pipes need protected from freezing temperatures.  You may need to do 
some maintenance during the winter to protect your pipes/spigots from freezing.  As a side note, 
it’s not common in all facilities to disinfect waterers when moving a horse into a new 
stall/pasture/etc, but there are certain diseases that horses can be asymptomatic carriers of (ie 
strep equii) and can infect other animals through means such as sharing water buckets. 
Disinfect waterers when moving horses or waterers around. 
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Housing 
 

 
 
Are you providing stalls, pastures, or both?  If you have stalls or are planning on having stalls 
what footing is in them?  Are they concrete, crushed flooring, etc.  Will you/do you provide stalls 
matts?  If you have stalls are your turn outs adequate?  What kind of shavings do you have and 
how deep are you bedding your stalls?  Is the turn out adequate?  For pastures what is your 
shelter situation and will you need to bring the horses in during certain weather conditions? Is 
there adequate access to water?  How and where are horses fed?  This seems like a lot of 
questions, but they’re important.  The horses on your property need to be housed in a way that 
is safe for them and allows you to maintain an efficient workflow for their daily care.  There are a 
lot of options in terms of feeders, waterers, etc.  But everything you choose needs to add to your 
workflow.  A feeder placed in the far corner of the stall means every time you feed you have to 
open the stall door and walk to the back of the stall.  That doesn’t seem like a big deal for a 
small facility, but if you have a couple hundred stalls it’s a waste of time.  Other things like the 
placement of the waterers means it’s easier to keep an eye on things.  You’re less likely to 
notice a waterer in the back of the stall has stopped working or is leaking than one in the front of 
the stall.  If you’re planning your facility walk through your daily workflow in your head.  Is there 
a more efficient way to do things? 

Blanketing 
If you offer blanketing who provides the blankets and do you require certain styles, weights, 
barn colors, etc?  What temperatures do you blanket at?  If you are a boarding facility that 
blankets I highly encourage you to set specific temperature ranges where you swap blankets. 
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You can’t be running around switching blankets on different horses at different schedules.  If 
you blanket at say 70 degrees, 55 degrees, and 35 degrees up through night check your clients 
know what to expect and you can be consistent and efficient.  That being said if you cannot 
keep up with a blanketing schedule don’t offering blanketing as a service. 

Other Services 
Think about the other services that are involved in the care of the horses on your property.  Do 
you offer grooming, exercise, etc?  These are all items that increase the value of the services 
you are providing and they also increase the amount of labor you are paying for or the amount 
of time you are spending on your boarded horses.  These services can add an extra incentive to 
boarders, but they also need to be cost effective for you to offer.  In other words the benefits of 
offering these services need to outweigh your costs.  Some facilities charge a fee to hold for the 
farrier and vet, if this is something that you plan on doing it needs to be outlined in your contract. 

Vet and Farrier Care 
Vet and farrier care tend to be difficult topics for people who are running equine businesses. 
Later in this ebook I talk about the importance of having contracts with your clients.  It needs to 
cover the ability for you to authorize vet work and farrier work on their horse.  It is up to you if 
you will allow your clients to use their own farrier and vet, if so you also need to determine if you 
are willing to meet their farrier and vet to help with any care.  If not that needs to be clear in your 
contract.  If you do choose to allow the client to use their own vet and farrier I recommend 
including a level of minimum care required at your facility.  This should include vaccines and 
other routine health care as well as the minimum frequency of farrier care.  
 
I have worked with some facilities that require each owner to determine the amount they are 
willing to spend on vet care in the event of an emergency, the contact for their veterinarian and 
permission for the barn owner to use their own vet if they cannot reach the preferred vet is all 
laid out in their contract.  I’ve seen releases for clients to authorize surgical care or to decline 
surgical care in the event of an emergency that requires surgical intervention.  I cannot tell you 
how valuable these have been during emergencies when the owner has been unreachable.  A 
copy of any insurance policies and the contact information for the insurance company should be 
kept in a file at the barn.  Certain insurance policies require specific diagnostics and/or a 
necropsy if the horse needs to be put down or dies.  They may also require authorization from 
the insurance company to euthanize in some cases.  This also gets your clients to evaluate their 
realistic financial ability to pay for large vet expenses outside of a stressful and urgent situation. 
Some clients cannot make those decisions during an emergency or will make the decision to 
authorize larger sums than they have the ability to pay that they would not have authorized 
normally.  You should also check with your veterinarian (if that is who your client will be using) to 
make sure they have all required paperwork for new clients before an emergency arises.  Some 
vet clinics require a payment authorization form on file before they will do work on an animal. 
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While we’re on the topic of health care let’s talk about having a quarantine plan in the event of 
an illness on your property.  You need to understand and be able to implement proper 
quarantine procedures if an animal on your property catches something that has the potential to 
be contagious.  You also need to make sure that your clients will follow any quarantine 
procedures to prevent the spread of any communicable disease.  Your vet should be able to 
help you set up this plan along with a vaccination schedule to prevent the spread of preventable 
diseases.  In an ideal world all facilities would have a quarantine facility for inbound horses, but 
that is not realistic for many set ups.  With the travel of clients to other facilities and the 
introduction of vets and farriers into the barn that may inadvertently bring something into your 
facility it is only a matter of time before you have something in your barn that requires 
quarantine.  This typically is not a big deal if you follow an appropriate quarantine protocol.  It is 
also important to remember that clients, regardless of their good intentions, are not the 
appropriate people to create or implement these protocols.  

Training 
Training services are often limited by a few different 
things.  First off what skill level do your trainers 
possess and what are trainers with similar skill levels 
charging?  If your competitors are charging $200 less 
per month than you what makes your services worth 
the additional $200?  Can you charge more there 
needs to be some sort of additional incentive. 
Another thing that limits the amount that a trainer can 
feasibly make is the time factor.  You can only work 
so many horses in a day, so if you want to take on 
additional horses you need additional labor.  Those 
trainers are going to be compensated by skill level 
and their skill level directly affects your program.  And 
again they can only work so many horses per day. 
There is a careful balance that needs to be struck 
between quality of training and incoming revenue. 
For this reason many trainers choose to incorporate 
additional revenue streams into their training 
operations.  These could be things like bringing on a 
breeding manager who manages foaling out and 

breeding in the spring and fitting sale horses in the fall.  Training typically goes hand in hand 
with showing/racing, sales, or both.  
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Breeding 
 
I like to separate breeding services into three 
different categories, breeding mares, standing 
studs, and foal care.  Each of these 
components can really be done without the 
others or they can be combined to provide 
complimenting services.  Breeding mares and 
standing studs is going to depend on the 
breeding method you are using.  Some 
registries require live cover while other 
associations have AI as the standard.  If you 
are offering breeding services involving live 
cover you can’t really separate out the mare 
and stud side like you can with AI services.  It 
takes a lot of knowledge to run an efficient 
breeding operation and the close work of a 
vet.  From coordinating palpating schedules to 
administering certain medications a breeding 
program is not something that an 
unknowledgeable individual can just jump 
into.  In general breeding can be expensive and you need to plan what services you will be 
offering and coordinate with your vet to make sure the appropriate veterinary care procedures 
are in place.  

Mare Care 
I always tell clients to work with their vet to determine the appropriate scheduling of their mare 
program.  Each vet is different in how they like to manage the care of the mare and what sort of 
cycle management tools they use.  The methods used are also going to be determined by 
things like if the mare will carry, if the mare is going to be flushed and the embryo will be placed 
in a recipient mare, etc.  Get a vet you are comfortable with and make a plan before breeding 
season.  Make sure a system is in place for the record keeping of the horses that your vet is 
comfortable with.  

Standing Studs 
Standing studs is something that requires varying levels of vet involvement depending on your 
set up.  That being said a knowledgeable stud manager is mandatory.  The whole process will 
be determined based on what breeding method you are using.  Live cover has different 
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requirements than AI.  A stud who is being collected for frozen semen needs different 
processing than cooled semen, etc.  If semen is being shipped internationally the stud may 
need to undergo specific testing for various diseases.  

Foal Care 
Foal care is something that requires the close work of a vet in case you have an emergency. 
Things to keep in mind are what the standard for things such as plasma administration and CBC 
as well as other testing is in your area/industry.  You should have a foal care plan with your vet 
in place so you know what services you need for the foals and what your clients will be 
responsible for.  

Sales 
Sales typically take two forms, the first being in addition to other services, such as a training 
horse being sold and the training taking commission on the sale or the sale of a baby from a 
breeding program.  And then there are also businesses that specialize in fitting horses for sales, 
the marketing, and actual selling of the animal.  Fees from selling services range from 
commissions on sales to a set fitting fee on top of commission, etc.  They take multiple forms 
and really should be based on what you are doing to facilitate the sale as well as standards in 
your industry.  If you are actively taking out ads for the horse your costs need to cover your 
advertising expenses.  The sales processing is different depending on the industry, price of the 
animal, etc.  It can include a simple exchange of money or a vetting process, exporting process, 
etc.  The biggest thing I can recommend in this aspect is to have a solid sales contract 
describing the responsibility of the seller and buyer in terms of guarantees of soundness, the 
responsibility of the buyer to initiate a prepurchase exam, etc. 

One Final Note 
When it comes to selecting the services you are going to offer you need to look at the specific 
disciplines and the location you plan on operating out of.  There is no tried and true business 
model for the horse industry and it is so variable on location.  If you find a service that you really 
are passionate about, such as training, you need to look long at hard at the profitability aspect to 
determine if it is even feasible to support yourself and make a profit with the business.  I’ve 
included a specific section on pricing services to help you determine what is and what is not 
profitable.  Your services may also be limited by the type of insurance you are able to get and 
the associated cost.  All businesses need to have the proper insurance coverage for their 
chosen services.  We are by no means insurance specialists and recommend talking to an 
insurance agent about your needs. 
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Costs and Budgeting 
 

 
 

Pricing services in the horse industry normally goes something like this: “Joe charges $1,100 
per month for training.  I’m going to charge $1,100 per month for training.”  Great, except you’ve 
not considered your costs and after your start up expenses you are down the creek without a 
paddle and in debt.  That open sign has been turned off and you’re working for someone to pay 
off the debt you’ve acquired for that shiny new trailer while Joe, who doesn’t have a lot of 
overhead, is still training away.  So let’s break down how to determine the cost of your services 
and then we will discuss how to price them. 
 
In cost accounting costs are divided into three different categories.  These categories fit best 
with a manufacturing company, but they are helpful when determining the price of your products 
in a service based industry too.  
  
Direct Materials - These costs are materials that are directly going into the production of your 
goods.  This category is typically best understood in terms of manufacturing businesses.  It’s the 
wood that goes into the doors being made, or the metal that goes into producing siding.  For 
service businesses, especially equine businesses it can be a little harder to find things that 
qualify as direct materials.  But we can still find things that fall into this category.  
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Direct Labor - These costs are associated with the direct labor that goes into a product/service 
that can be tied directly to that product/service.  These can be things like the cost to have a stall 
cleaned, what you pay someone to come in and have a horse clipped or pictures taken for an 
ad. 
 
Overhead - This is kind of a catch all for the rest of the expenses, things like the cost of your 
website, the cost of your trailer, your truck, mortgage, etc.  These are costs you can’t tie directly 
to a product/service, but they’re costs you are incurring. 
 
We can also look at direct materials and direct labor as simply direct costs as well.  Anything 
that we can directly associate with a service/product can fall into this category. 
 
When allocating costs think about what you need to know the cost of and how your business 
can be “divided up.”  For example, you may have a boarding operation and a breeding 
operation.  Let’s say you have 30 horses being boarded in a barn and your breeding operation 
has 20 mares who live on pasture.  If you want to get a quick idea of what each area is costing 
you a simple break down such as the following would be helpful: 
 

Expense Boarding Horses Mares 

Grain - Total of $3,600 in 
performance grain and 
$2,400 in grain fed to the 
mare 

$3,600 of grain to “Direct 
Materials” 

$2,400 of grain to “Direct 
Materials” 

Vaccinations for Pregnant 
Mares 

 $700 of vaccinations to 
“Direct Materials” 

Stall Cleaning at $5 per Stall 
($4,500 total) 

$4,500 of stall cleaning fees 
to “Direct Labor” 

 

Dewormer was purchased for 
$7 per tube to deworm all the 
horses 

$210 of dewormer for the 
month to “Direct Materials” 

$140 of dewormer for the 
month to “Direct Materials” 

Miscellaneous Costs to the 
Maintain the Barn were $750 
for the month 

$750 in “Direct Materials”  

Miscellaneous Costs to 
Maintain the Pasture were 
$500 for the month 

 $500 in “Direct Materials” 

Total for Direct Costs $9,060 $3,740 
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Other Items: 
$7,500 in hay was bought over the month, there is no information on what was fed to the 
boarded horses versus the mares  
The mortgage on the property is $3,600 per month 
The payment on the tractor is $500 per month 
Labor for feeding, maintenance, etc for the month was $7,500 
Utilities were $350 for the month 
Random costs of $2,300 for things like website maintenance, insurance, etc. 
 
The above items cannot be attributed to a specific set of services offered because we are not 
sure which service they are associated with, the mare care or the boarded horses in the barn. 
These items are considered overhead.  We can take the overhead and allocate it to the 
difference services a number of ways.  We can choose to allocate it based on the number of 
horses in each service group, based on a specific predetermined ratio, etc.  If we choose to 
allocate it based on the number of horses in each group we get the following: 
 
Total Overhead: $21,750 
Allocated to Boarded Horses in Barn: $21,750 x (30 horses in the barn / 50 horses total) = 
$13,050 
Allocated to Mares in Pasture: $21,750 x (20 horses in the pasture / 50 horses total) = $8,700 
 
Total costs for Boarded Horses in Barn: $13,050 + $9,060 = $22,110 
Total costs for Mares in Pasture: $8,700 + $3,740 = $12,440 
 
That’s obviously a rough estimate and pretty simple group of costs, but it is helpful when looking 
at the cost of services provided.  It can also show you what you may be missing, for example if 
you are making $24,000 on the boarded horses in the barn, but $16,000 on the mares in the 
pasture it is easy to see that the mares in the pasture are more profitable than the boarded 
horses in the barn, but not by much.  These costs also help you when budgeting, which we will 
talk about later.  
 
If we were to modify this exercise a little bit and decide to look at what we want to charge 
clients, or what we need to charge clients in order to be profitable we could divide these costs 
down to a per horse basis and come up with the cost per horse.  By altering things like 
overhead, etc we can also see what the effects of certain financial choices would have on our 
costs.  For example, purchasing a new horse trailer and truck and adding an additional $1,500 
in overhead monthly would still have us profitable, but not by much. 
 
Unfortunately in the horse industry there are a lot of activities that we do that are not necessarily 
profitable.  For example, a horse that you raise from a foal, or even one you buy as an 
investment that you plan on making money on, does not always pan out.  Often times you end 
up with a loss rather than a gain.  So while it is great to break things down all the way to costs 
associated with each individual horse it is also important to look at groups of animals.  If you 
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lose money consistently on four out of five of the horses you are buying as investments, but that 
fifth one makes a profit that more than makes up for the losses of the other four you are still 
making a profit.  Of course you always want to work to eliminate the loss on those other four, 
but realistically you cannot always determine what way a horse is going to go.  It’s one of the 
reasons investing in the equine industry is so risky, there are variables that you just cannot 
control.  

Budgeting 

 
 
Budgeting is a valuable tool and something that we encourage our clients to do on a regular 
basis.  Having a budget and trying to stick to your budget can be stressful and sometimes there 
is an unavoidable deviation.  That’s fine, you will deviate, but having a budget can enable you to 
plan for those deviations a little better.  
 
Anytime you want to look at what you are charging your clients and if you are profitable or are 
going to be profitable you need to make a complete list of expenses and revenues.  These 
expenses and revenues will then flow into your budget.  There are items that you know you will 
have every month at a set amount (such as mortgage) and then there are items that are 
somewhat variable, but consistent every month (such as grooming supplies and board 
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revenue).  Finally there are expenses and revenues that are fairly unpredictable (such as vet 
bills and earnings at horse shows).  
 

● For expenses and revenues that you know are going to be there every month for a set 
amount you can just add them to your budget.  These items are a given. 

● For expenses and revenues that you know will be there every month, but are variable 
look for something consistent about them.  For example your grooming supplies may be 
more expensive in the summer months than the winter months due to a lack of baths in 
the winter months.  Or you may have an increase in things like costs of blankets or 
electrolytes in certain months.  Your stalls may be consistently full in the winter, but 
about three quarters full in the warmer months.  If there is a consistent pattern use that 
consistent pattern to forecast for your budget.  If there is no pattern take an average and 
use that, recalculate your average on a regular basis to make sure you are still on track. 

● For expenses that are random and unplanned you need to set aside certain funds.  They 
should still be in your budget under amounts that go into a specific savings account or 
investment fund that is easily convertible into cash for emergencies.  This amount can be 
calculated a number of different ways.  First determine what the components of these 
amounts are.  You may have a number of components that make up this category. 
These can include unexpected vet bills, repairs to your property such as a broken pipe, 
etc.  For things like unexpected vet bills where ultimately you have some say over the 
amount you spend decide how much you are willing to spend in that category and set it 
aside.  If you know you are willing to spend $12,000 in emergency vet bills per year than 
one option is to make sure you have an account with $12,000 in it for emergency vet 
bills.  Another option would be to contribute $1,000 a month to vet bills, any extra stays 
in an account and accumulates.  You should regularly review the account to make sure 
you don’t need to adjust the amount being contributed to the account.  You should also 
have an emergency fund for things like repairs that will have to occur regardless of your 
financial position in order for your company to continue operating.  This can be a savings 
account that is generating income through investment that can easily be transferred to a 
checking account for paying emergency bills.  The amount you set aside here should be 
something that is based off of your insurance coverage, the age of your property, 
expected repairs, the history of repairs, etc.  It’s not a random number that can be pulled 
out of thin air and past history is your best indicator of this amount.  

● For revenues that are random and unplanned (such as earnings at a horse show) you 
can include them in your budget tentatively if they tend to be somewhat predictable. 
However, I encourage you to prepare a budget without them as well.  We lean towards 
the side of exclude revenue you are unsure about and include expenses the best you 
can so you can plan for them. 

 
So let’s look at a simple sample budget for a small training operation for the month of May.  I’ll 
explain line by line how these numbers came about in the comment section of the budget. 
When preparing a budget a comment section is not necessary.  This budget is very basic and is 
just used to give you a general idea.  
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Item Amount Comment 

Training Revenue from 
Training Horses 

$15,000 15 horses in training at $1,000 a month each  

Hauling Revenue from 
Training Horses 

$2,000 This figure was determined based on the anticipated 
show schedule for May 

Revenue from Show Day 
Fees and Hotel Expenses 

$3,040 This figure was determined based on day fees and 
hotel expenses and the anticipated show schedule 

Revenue from Show 
Earnings 

$500 This figure was determined based on the anticipated 
show schedule for May and earning history for this 
show.  It is important to note that items like these in the 
budget are extremely variable.  Multiple variations of 
the budget can be made with and without these kinds 
of items or they can be excluded entirely.  We prepare 
budgets without these items and if they tend to be 
fairly consistent we may make an alternate budget, but 
we never rely on having these funds to pay expenses 

Total Revenue $20,540 This is just the total revenue based on the above 
items, we would also prepare one without the $500 in 
earnings we are unsure about 

Board Expense $8,250 Based on 15 horses being boarded at $550 a month 
each 

Miscellaneous Expenses 
for Grooming Supplies, 
Boots, Clipper Blades, etc 

$1,650 This amount is based on prior months and the 
fluctuation expected during show season in May 

Gas and Hauling Fees $550 Based on mileage and show schedule 

Hotel Fees $1,200 Based on show schedule and anticipated hotel rates 

Salary for Assistant and 
Housing for Assistant 

$2,500 Based on assistant salary and housing costs 

Monthly Payment on 
Business Truck 

$750 Based on monthly payments for truck 

Monthly Payment on 
Trailer 

$650 Based on monthly payments on trailer 

Total Expenses $15,550 This is just the total expenses based on the above 
items 

Anticipated Income $4,990 Revenue less expenses, this includes the show 
earnings revenue we are unsure about, we would 
prepare a budget with and without this amount 
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Determining Pricing 
Once you have an idea of the cost of the services you are offering and how to budget you need 
to determine what you should be charging for your services.  A horse operation is not like a 
typical business where you multiply your costs by a set amount and then compare to the 
market.  Your pricing is all dependant on what other services are available around you, how you 
compare, and what people are willing to pay you.  One saying that has always stuck with me is 
“A horse is worth what someone is willing to pay for it.”  A horse is not worth more because 
you’ve pumped more vet bills into it and you can’t necessarily charge more for a boarding 
service because you offer turn out and bigger stalls, if the market is not there it does not matter. 
So when a client comes to me and asks if their business model is going to work we list out all 
potential expenses, make a budget, and then look at the revenue figures.  If the revenue 
needed to support the business and provide the necessary income for the owner can be 
obtained at the market value for their area than we look at moving forward.  If it cannot be 
something has to change.  If there is not a market for the service something has to change.  
This may involve adjusting the services, adding different revenue streams, relocating, etc.  The 
best thing you can do when opening or operating a business is to know your market. 
 
So while I would love to give you that magical formula for pricing especially in the equine 
industry you need to look at your local market.  That secret formula just does not exist.  

 

Supporting Documents (and Contracts) 
Now that we’ve talked about pricing and budgeting and all of the services that you may include 
in your business let’s talk very briefly about supporting documents before jumping into 
bookkeeping and taxes.  Supporting documents are items that support an expense, a revenue 
amount, etc.  These can be receipts, bills, payments, etc.  These are required for bookkeeping, 
but more importantly things like contracts can help when someone does not want to pay you or 
you end up in a lawsuit.  
 
I tend to be blunt, and this is going to be one of those times.  Professionals, and non 
professionals in the horse industry are putting large amounts of money into an industry that has 
a large number of uncontrollable variables.  Horses that you will sell will come up lame, 
someone will get hurt on your property, someone will try not to pay you for services rendered. 
Protect yourself legally and have a lawyer draw up contracts for every service and business 
transaction you will be entering into.  If you are selling horses have a contract, if you are buying 
horses have a contract…  You get the idea.  Document and have proof of agreements.  Do not 
pay cash for items without getting a receipt.  Do not accept cash from an individual without 
issuing a receipt.  And please do not try to take cash under the table in order to avoid taxes for 
things like a horse, board, etc.  There’s something called tax planning to limit your tax liability. 
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The lost revenue when someone tries to screw you over is probably more than you would have 
ended up paying in taxes on the services with good tax planning anyways.  If I had a dollar for 
every person in the horse industry I have seen lose money because they didn’t want to go 
through the process of a contract I’d have a pretty nice set of broodmares by now.  If you get 
one thing out of this book it should be get a lawyer to prepare your contracts and have 
supporting documentation for everything. 

 

Bookkeeping 
 

 
 
Bookkeeping is the process of recording the financial transactions of a company.  Some of our 
clients choose to do some or all of their bookkeeping themselves.  First off let’s cover exactly 
how bookkeeping and accounting are related.  Bookkeeping is part of accounting, but 
accounting has many other facets.  Typically bookkeeping involves entering information into the 
accounting system, but often bookkeepers are unable to really utilize the information to a large 
extent.  That’s where other accounting services come into play.  There are a large number of 
bookkeeping and accounting programs, we personally find Quickbooks Online to be the most 
user friendly especially because it is cloud based and can be accessed anywhere.  Some basic 
terminology you should know: 
 
Assets - something of current or future value, these are things like tractors, land, buildings, 
horses, supplies, cash, feed, etc.  
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Accounts Receivables - a specific type of asset, the amount that your clients owe you 
 
Liabilities - something that the business owes someone else, this can be a mortgage, a 
payment to someone for feed or supplies, a bank loan, credit card debt, etc 
 
Accounts Payable - a specific type of liability, what you owe your vendors (such as a feed 
store, the vet, etc) 
 
Owner’s Equity - represents the value of the owner’s share of the business.  In theory (but not 
necessarily in practice), if the business were liquidated and all assets were sold for book value 
and all liabilities were paid in full, the remaining amount would be what the owner of the 
company would receive 
 
Revenue - amounts of income generated by the business 
 
Expenses - the cost of doing the business that has generated the revenue 
 
The accounting equation is an equation that is always true and provides the basis for 
understanding journal entries.  The accounting equation is as follows: 
 
Assets = Liabilities + Owner’s Equity 
 
Revenue and expenses can be added to the equation to get: 
Assets = Liabilities + Owner’s Equity + Revenue - Expenses 

Chart of Accounts 
Your accounting program understands the accounting equation and will create appropriate 
journal entries based on information you put into the program, but when you set the program up 
you need to make sure the accounts are classified appropriately or the accounting software will 
be unable to treat the accounts properly and your books will be incorrect.  The process of 
setting up your accounts is typically referred to as setting up your “chart of accounts” and many 
programs will navigate to your “chart of accounts” where you can see a comprehensive list of 
your accounts.  Setting up your chart of accounts can be a bit complicated and goes beyond the 
scope of this ebook.  However, one thing to note is each bank account and credit card should 
have it’s own account or sub-sub account.  A bank account is considered an asset and a credit 
card is considered a liability (this is a common misunderstanding we see for clients who have 
tried to set up their own chart of accounts).  
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Journal Entries 
Journal entries are the basis for working with your financial books.  Even if you are not manually 
entering a journal entry into your accounting program the program itself is generating the 
entries.  When you enter an invoice, payment, etc the program is making journal entries “behind 
the scenes” so to speak.  Occasionally when doing the bookkeeping you are required to make a 
manual journal entry directly into the books.  Because you may need to make a journal entry I 
am going to quickly cover the basics of journal entries. 
 
Each type of account has a normal debit or normal credit balance.  What that means is that the 
account is either increased with a debit or increased with a credit.  The idea of a bank account 
being “credited” to increase the balance and “debited” to decrease the balance does not hold 
true in accounting.  Throw that idea out!  Instead accounts with a normal debit balance are 
debited to increase the balance and credited to decrease it.  Accounts with a normal credit 
balance are increased with credits and decreased with debits.  
 
Accounts with a normal debit balance: 

● Assets 
● Expenses 
● Owner’s Drawings (we did not touch on this type of account, but it decreases owner’s 

equity accounts based on the amount that the owner withdrawals from the business) 
 
Accounts with a normal credit balance: 

● Liabilities 
● Revenue 
● Owner’s Equity 

 
Each journal entry must have an equal financial amount of debits and credits, the entry can 
have more than one account debited and/or credited, but the total monetary amount debited 
must equal the total monetary amount credited.  An example of this would be: 
 
To record the purchase of feed $200 of feed for cash (note, feed is an asset, it is something of 
current or future value, cash is an asset, both have a normal debit balance) 
 
Debit: Feed for $200 
Credit: Cash for $200  
 
Feed was increased by $200 and cash was decreased by $200.  
 
An example of an entry with more than two accounts would be a loan payment on a mortgage 
for a total of $3,600.  $3,230 going to principal and $370 going to interest.  In this case 
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mortgage payable and interest payable are both liabilities that have been recorded, cash is an 
asset. 
Debit: Mortgage Payable for $3,230 
Debit: Interest Payable for $370 
Credit: Cash for $3,600 
 
Mortgage payable and interest payable was decreased as was cash in this case. 
 
Most accounting programs complete standard journal entries for you.  For example Quickbooks 
will complete the appropriate journal entry when you enter an invoice, record a payment, etc. 
There are a few occasions where you may have to manually enter a journal entry such as the 
depreciation of an asset.  

Reconciling Your Accounts 

 
 
If you connect your bank account to your accounting program you can import your transactions 
and then classify them into the appropriate accounts.  This along with entering bills, invoices, 
payments, other journal transactions, etc gets the information into the accounting software. 
Once it is in there you “reconcile” your accounts to make sure the information is accurate. 
Reconciling an account means you are comparing it to data from another source.  For example, 
when reconciling bank accounts you look at your bank statement from the bank and compare 
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balances as of a specific date.  There are times that the balances do not always match and 
there are a few reasons which include: 

● The transaction was something you entered into your accounting program that has not 
cleared the bank yet, such as a check to a vendor that they haven’t cashed.  You know 
the check is outstanding, but the bank does not show it factoring into their balance.  In 
this case you leave it in your accounting program and wait for it to clear, if it is 
outstanding for a prolonged period depending on what the transaction is you either write 
it off, go through certain legal channels (such as a paycheck that has not been cashed), 
reissue a check, etc. 

● A transaction that has cleared the bank that hasn’t been added to your accounting 
program.  In this case, as long as it is a legitimate transaction, you add it to the 
accounting program.  If it is not legitimate you contact your bank. 

● Things may be double recorded, this is easy to do with transfers in Quickbooks, if 
something is double recorded you edit the transactions so it is only recorded once. 

● The amounts differ between the bank and accounting program, reference your source 
documents (receipt, check copy, etc).  The bank could have made an error or you could 
have. 

 
Once you reconcile your accounts you know that your balances are correct, but there is no 
guarantee that the books are correct in terms of how those transactions were categorized. 
Bank accounts and credit cards are not the only things that can be reconciled.  If you have 
documentation from another source showing what should be in an account you can reconcile 
the accounts.  As long as the other source is reliable the balances should match or there should 
be an explanation for why they do not.  There may not be a reconciliation function in your 
accounting program to perform documented reconciliation on these accounts, but you can and 
should compare the balances with items such as Paypal reports, summaries/annual reports 
provided by vendors such as vets, feed stores, etc.  

Financial Statements 
After your accounts are reconciled you can prepare financial statements.  Financial statements 
are a broad category of statements and reports and a lot of clients do not realize just how many 
types of financial reports there are.  If you have a very specific need you may want certain 
reports, but in general here are the ones you should be regularly preparing and a little bit of 
information about how to read each: 
 
Income Statement also known as the Profit and Loss Statement.  This statement is 
concerned with your revenue and expense accounts.  It takes these accounts and breaks it 
down for you like the following: 
 

Revenue 
Less: Cost of Goods Sold 
Equals Gross Profit 
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Less: Other Expenses 
Equals Net Income 

 
Cost of goods sold is a type of expense that looks at the direct costs of providing a service or 
selling goods (remember the difference between direct costs and overhead from an earlier 
section in this ebook).  Net income is what is left after your expenses are subtracted from your 
revenue.  In order for gross profit to be calculated correctly your expense accounts needs to be 
properly categorized as cost of goods sold accounts (COGS accounts) and non-COGS 
accounts.  Gross profit can be an interesting number because if you have a large gross profit 
and a very small net income your overhead costs are the ones that are draining your profit.  On 
the other hand if your gross profit number is small and there isn’t much change between your 
gross profit and net income levels the direct costs are the ones that are draining your profit.  I 
recommend running an income statement/profit and loss report monthly and comparing to prior 
periods to see how things are changing. 
 
Balance Sheet.  This statement concerns itself with your assets, liabilities, and owner’s equity. 
It is essentially lined up just like your accounting equation, it will be broken down like the 
following: 
 

Assets 
List each asset and the balance 
Total Assets 
Liabilities and Owner’s Equity 
List each liability and the balance 
Total Liabilities 
List each owner’s equity account and the balance 
Total Owner’s Equity 
Total Liabilities plus Owner’s Equity (which should equal your total assets from above) 

 
This report does not give you a lot of information if these accounts don’t change much.  You will 
probably see your bank accounts (assets) changing, but with regular business these accounts 
are not drastically changing.  I do think it is important to run this report monthly and compare to 
prior periods to check for any change.  It can alert you of potential issues such as your current 
liabilities (due within a year) are greater than your current assets (liquid assets that will be used 
to pay your current liabilities). 
 
Accounts Receivables Aging Summary.  This report lists out your accounts receivable clients 
and the balances that are current and overdue along with how far overdue they are.  The more 
overdue the account the less likely you are to collect on it.  I recommend running this monthly so 
you can stay on top of any outstanding invoices for your clients. 
 
Accounts Payable Aging Summary.  This report is similar to the A/R aging summary above, 
but it does the same thing for the amounts that you owe your vendors.  This helps you stay on 
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track of your bills and make sure you are not overdue on any payments.  I recommend running 
this monthly. 

Cash Versus Accrual Basis 
The cash versus accrual basis of accounting determines when you recognize revenue and 
expenses.  With the cash basis of accounting revenue is recognized when cash is received for a 
product/service and expenses are recognized when they are paid.  So on the financial 
statements of a cash basis company you will not see accounts receivables and accounts 
payables from customers/vendors because the revenue and expenses have not been recorded. 
You can still enter the information into the accounting program so that you can bill clients, but 
your financial statements will not reflect those accounts when run on a cash basis. 
 
With the accrual basis revenue is recognized when a product is sold or a service is performed 
regardless of when cash changes hands.  Expenses are recognized when they are incurred, not 
when they are paid.  For the accrual basis the accounts receivables and accounts payable 
balances show up on your statements.  
 
There is often an option to change the accounting method a statement is run in.  Even if a 
company uses the cash basis their accounting program may allow them to run accrual basis 
financials.  That is perfectly acceptable for internal use.  For tax purposes though the company 
needs to remain consistent with one basis, I talk about cash versus accrual for taxes later in the 
tax section. 

A Final Note 
In order for your books to be helpful they need to be accurate and up-to-date.  The process of 
entering all bills and invoices into the program can seem like a large task, but the information 
that this generates is beyond useful.  Bookkeeping is essential to making sure you business is 
profitable. 
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Taxes 

 
 
 
Let’s talk taxes now that we’ve covered bookkeeping.  The interesting thing to me about taxes is 
that equine businesses actually have a small advantage over other businesses in terms of 
proving they are a business with the IRS.  The IRS actually recognizes that equine businesses 
have fewer profitable years than other types of businesses (which is why keeping track of your 
finances is so important).  The IRS looks at a profitable activity as either a hobby or a business. 
A hobby is only allowed to deduct very few expenses while a business can deduct a large 
number.  In other words, you want your equine business to be considered a business by the IRS 
for tax purposes.  
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Establishing Your Business as a Business 
The IRS uses a profitability guideline to determine if a company is a business.  Essentially a 
business must be profitable 3 out of every 5 years to be considered a business, the IRS makes 
an exception for certain equine businesses in this case and the profitability guideline is 2 out of 
every 7 years.  Meeting the profitability guideline does not mean you are free and clear though. 
If the profitability guideline is met the IRS can still decide the business is not a business, but 
they have to prove why it is not a business.  If the profitability guideline is not met you can still 
argue that the business is a business, but the burden of proof falls on you.  So essentially the 
profitability guideline just shifts the burden of proof around.  Beyond the profitability guideline 
there are 9 characteristics of a business that are looked at as whole to determine if the business 
is an actual business.  These in general look to see if the main motive of the business is to 
generate a profit or if a hobby just happens to generate some income.  These characteristics 
are as follows: 

● A business is conducted in a business-like manner.  This means it has it’s own bank 
accounts, it’s own set of financial books, and the industry standards for businesses are 
being followed.  For example, a breeding facility has separate books for their babies and 
mares, the expenses are not paid out of the owner’s personal checking account.  The 
babies are registered immediately and standard vetting and sale procedures are 
followed.  

● The time and effort you put into the business indicates that you intend to make a profit 
from it.  If you are training a horse and you occasionally ride it you probably have a 
hobby, on the other hand if the time spent training the horse is comparable to 
professionals looking to make a profit from the business you probably have a business. 

● The expertise of the taxpayer.  If you have never cared for a horse before and decide to 
open up a boarding stable you are probably going to do a number of things.  You may go 
to a few educational courses on nutrition and stable management and you will probably 
hire a knowledgeable person to help you run the facility.  So even if you don’t have the 
expertise in the industry you work to gain that expertise and/or seek out the help of 
someone who does. 

● Your assets will appreciate due to your activities.  This is something that is involved in 
making a profit.  Something has to be gaining value.  If you are losing money, but your 
broodmares are becoming more valuable or your babies are becoming more valuable 
because of your increase in reputation than you are probably operating with a profit 
mentality. 

● Prior success of the taxpayer in a similar venture.  If you are someone who has an 
existing track record for being successful in the horse industry as a business owner it is 
more likely that your business is actually a business and not a hobby.  However if you 
have shown horses your whole life as a hobby and are trying to turn it into a business it 
may be harder to prove that you are really running a business if you have not had prior 
success. 

● History of income/losses.  So the general profitability rule is three out of every five years 
(or two out of seven for equine businesses), but that doesn’t necessarily hold true.  If the 
business just started it is more acceptable for them to be less profitable or incur losses, 
after all many businesses lose money when they start.  In addition a few small profitable 
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years compared to quite a few large losses shows that overall the business is not 
profitable and profit may not be the driving motive behind the business. 

● Amount of occasional profits ties into the last point.  If the company’s irregularly timed 
profits far outweigh the losses that they have the company may just have an odd income 
pattern, but overall the company is profitable. 

● The financial status of the taxpayer is one that is very important.  If the taxpayer does not 
need the business to be profitable and it is not their only source of income than the 
company is more likely to be a hobby.  In addition if the business is providing a loss 
which offsets a gain from another activity the IRS is more likely to say the business does 
not have a true profit motive. 

● The enjoyment aspect of the business.  So this one is pretty much not met by most 
equine businesses.  If a taxpayer does not like the business it is not likely to be a hobby. 
On the other hand if the taxpayer likes the business there is more chances of there 
being a motive other than profit. 

 
These characteristics are looked at as a whole.  Not meeting one or two does not necessarily 
mean the activity is not a business.  The whole picture is looked at, which also makes the 
evaluation of an activity subjective. 

Types of Entities 
There are two broad categories of entities for tax purposes, a flow through entity and a c 
corporation.  A flow through entity’s income “flows through” onto the owner(s) personal tax 
return.  The income or loss is packaged up with the other income for the owner and the owner in 
the end pays taxes on the income.  On the other hand a c corporation pays taxes as a separate 
entity from it’s owners.  Because a flow through entity directly affects the owner’s tax return 
personal deductions, etc can be used to offset the income to reduce the owner’s tax liability.  A 
c corporation does not have this advantage.  In addition the c corporation has what is known as 
“double-taxation.”  Essentially income from the c corporation is taxed through the corporate tax 
return, then income issued as dividends are taxed on a personal level on the owner’s tax returns 
(this income can be offset to a degree by other items).  There are other advantages to a c 
corporation though that can make up for this disadvantage.  Many of our clients are not c 
corporations, but are either sole proprietorships, partnerships, or LLCs.  A lawyer is your best 
resource for determining what entity type is the most advantageous for you, but below is a brief 
list of the most common types of entities and some of their characteristics. 
 
Flow Through Entities 

● Sole Proprietorship - Has one owner and is one of the easiest entities to form, but it 
provides little to no protection to the owner in terms of liability. 

● Partnership - Essentially a sole proprietorship, but with more than one owner.  It also 
provides limited to no liability protection for it’s owners.  

● Limited Liability Company - This provides greater protection from liability than the other 
companies and can have a single owner or multiple owners.  

Equine Management Guide     •     Marietti Accounting Services, LLC 27 



 

 

 

 
Corporations 

● C-Corporation - This type of business has the double-taxation as mentioned above, but it 
is completely separate from the owners of the business meaning there is complete 
liability protection.  It also has stock which makes the exchange of ownership easy and 
funding easier.  Companies like Google, Amazon, etc are C-Corporations.  A C-Corp 
files and pays its own taxes with form 1120 and the associated schedules.  I’m not going 
to go through the forms and schedules in this case because most companies in the 
equine industry are not C-Corps.  The basic concepts for deductions, depreciation, etc 
that I discuss below also apply to C-Corps.  

 
Hybrids 
A S-Corporation is a strange hybrid entity.  It works similar to a corporation in that there are 
stocks and therefore ownership is easier to transfer, but the stock is limited and the owners of 
the stock may have to meet certain requirements.  The income is not subject to double taxation 
because it flows through onto the stockholder’s individual returns.  There are also options to 
have your LLC taxed as a S-Corp which can provide tax benefits for some business owners. 
The S-Corp files form 1120S as an informational return only, the individual shareholders then 
pay the taxes. 
 
An important thing to note for partnerships, they are easy to form, but any company where you 
are going into business with another person needs a written agreement.  It does not matter if the 
person is family, a friend, etc, there should be an agreement drawn up by a lawyer detailing the 
contributions of each owner, the amount they can take out of the business, and the process for 
dissolving the partnership, bringing another partner in, etc.  Regardless of how well you work 
together now, when money is involved feelings get hurt and misunderstandings come to the 
forefront.  Iron everything out in a solid contract before opening your door for business.  This will 
help prevent a fall out later. 
 
For flow-through entities the following forms/schedules are important. 
 
Form 1040 is the individual tax return form, this form is where information from the various 
schedules essentially flow to.  This is where the taxpayer’s personal information is entered, their 
other income flows to, and finally where the amount of tax they owe or should be refunded is 
calculated.  Form 1040 has had a large makeover in the last year with the Tax Cuts and Jobs 
Act (TCJA).  It used to be a full two pages and now looks quite a bit different than it has in 
years.  The goal was to simplify the tax process.  The new form can be found in pdf form at the 
following link: https://www.irs.gov/pub/irs-pdf/f1040.pdf 
  
Schedule A is the schedule where your itemized deductions can be calculated.  A taxpayer 
takes the larger of either their itemized deductions or the standard deduction.  With the TCJA 
the standard deduction was raised significantly.  The standard deduction is now $12,000 for 
single taxpayers or married filing separately, $24,000 for married filing jointly or a qualifying 
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widower, and $18,000 for head of household.  Itemized deductions include items like state and 
local income taxes, real estate taxes, charitable contributions, etc.  The new schedule A can be 
found in pdf form at the following link: https://www.irs.gov/pub/irs-pdf/f1040sa.pdf 
 
Schedule B is the schedule where you list your interest income and income from ordinary 
dividends.  You are also required to list information about foreign accounts and trusts on here. 
If you receive a 1099-INT, 1099-OID, or 1099-DIV the information goes onto this schedule.  An 
important note: if you don’t receive one of the above 1099s, but you know you have income that 
belongs on this form you are still required to list it.  The new schedule B can be found in pdf 
form at the following link: https://www.irs.gov/pub/irs-pdf/f1040sb.pdf  
 
Schedule C is where information for a sole proprietorship goes.  You list information on your 
revenue, expenses, etc on this form.  There is also a schedule F that deals with farm income 
(see below for what is considered a farm), if you rent pasture land only with no services that 
goes on schedule E.  The new schedule C can be found in pdf form at the following link: 
https://www.irs.gov/pub/irs-pdf/f1040sc.pdf 
 
Schedule D addresses capital gains and losses.  Capital losses and gains deal with capital 
assets.  Capital assets for businesses are assets that are not held for inventory and are used in 
the business such as tractors, a drag, spreader, etc.  Personal use capital assets are things like 
a house, real estate, a car, etc.  To understand capital losses and gains you need to understand 
how the basis of a capital asset is calculated.  In general capital assets have a basis that is 
equal to their cost (this can vary based on things like “boot” included in a sale).  In general the 
basis is reduced with things like depreciation and increased with things like capitalized 
improvements, this results in the adjusted basis.  But again these rules are complicated.  The 
difference between the adjusted basis and the value of what is received for the asset causes a 
gain or loss.  There are short term and long term capital gains/losses.  Supporting forms for 
schedule D includes form 1099-B, form 8949, etc.  A full discussion of capital gains and losses 
is beyond the scope of this ebook, but the new schedule D can be found in pdf form at the 
following link and is a good place to start to understand how capital gains and losses work: 
https://www.irs.gov/pub/irs-pdf/f1040sd.pdf 
 
Schedule E is supplemental income and loss from things like rental property, real estate, 
partnerships, S-Corps, etc.  Partnerships and S-Corps are required to file informational returns 
to the IRS which then flow onto Schedule E of the owners.  Schedule E is also going to be the 
schedule where income from rented pastures, farm land, etc go when there are no services 
involved (for example if you rent a pasture for someone to put broodmares on, but you don’t 
feed them, etc).  A lot of information fits onto schedule E and a lot of supporting information 
such as returns from partnerships and S-Corps is used to fill out this schedule.  The new 
Schedule E can be found in pdf form at the following link: 
https://www.irs.gov/pub/irs-pdf/f1040se.pdf 
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Schedule F is where the product and loss from farming goes.  This form is not used for equine 
businesses that do not meet the definition of farming, see below for information about what is 
considered an agricultural farm.  The new schedule F can be found in pdf form at the following 
link: https://www.irs.gov/pub/irs-pdf/f1040sf.pdf 
 
Schedule H involves household employees.  If you have someone that comes into your house 
to, for example, watch your children you need to fill out schedule H and make sure you pay the 
appropriate taxes on that household employee.  The new schedule H can be found in pdf form 
at the following link and is fairly easy to fill out: https://www.irs.gov/pub/irs-pdf/f1040sh.pdf 
 
Schedule J allows certain farmers and fishermen to pay a lower tax based on the income levels 
over the last couple years versus just using the income from one year.  This allows a tax break 
for farmers or fishermen who have a varying level of income.  The new schedule J can be found 
in pdf form at the following link: https://www.irs.gov/pub/irs-pdf/i1040sj.pdf  
 
Schedule SE calculates your self-employment tax.  This needs to be filled out by anyone who is 
deemed as self-employed.  As an employee your employer pays a portion of taxes for you, 
these are in addition to what is withheld from your paycheck.  As a self-employed individual you 
are responsible for paying the portion that is typically paid by an employer.  The new schedule 
SE can be found in pdf form at the following link: https://www.irs.gov/pub/irs-pdf/f1040sse.pdf 
 
How do you know if you are an agricultural business?  What schedules and forms should you 
use?  Publication 225 contains information on what is considered an agricultural business.  If 
you have livestock (including horses) that are held for breeding, draft, or sporting purposes you 
are considered a farming business.  If you manage or operate a farm as an owner or lessee that 
includes livestock you are considered a farm.  (Visit 
https://www.irs.gov/forms-pubs/about-publication-225 for more information). 

Cash Versus Accrual for Tax Purposes 
We talked about using cash versus accrual in the bookkeeping section, but let’s talk about the 
different types of methods that can be used for tax purposes.  The IRS recognizes a few 
different methods, the main ones are going to be the cash basis and the accrual basis.  There 
are some hybrid methods and the crop method which is available to farmers, but I’m not going 
to cover those in this ebook.  
 
The TCJA has changed who is and is not allowed to use the cash method, there are now more 
businesses that qualify to use the cash method.  The IRS limits who uses the cash method 
because it essentially provides a legal way to move revenue and expenses around more easily. 
A business could chose to delay the billing of a client until after the new year so they wouldn’t 
receive the cash until after the year ends or they could pay more expenses before the end of the 
year to reduce their tax liability for that year.  Essentially you would just delay paying the IRS 
taxes on income until the following year.  This is a legal under the cash method, but the cash 
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method does not accurately represent a business’s financial position if they have a lot of sales 
on account or they purchase a lot of items on account.  
 
Once you choose a method you have to stick to it for tax purposes.  Changing methods is 
difficult and requires IRS approval.  You don’t however have to use the same method for every 
business you own or for your personal taxes.  As long as the method is consistent for each 
business and for your personal taxes.  Publication 538 from the IRS deals with accounting 
methods for businesses and publication 225 deals with taxes for farmers and the different 
methods they are allowed to use.  Remember the TCJA has changed this information and the 
IRS is still working on updating it’s resources.  These publications may be incorrect until the 
updated publications have been released.  The TCJA has increased the number of businesses 
eligible to use the cash method.  

Tax and Book Differences 
 

 
 
 
One thing people often don’t realize is that there can be a difference to your net income when 
talking about taxes versus your accounting books.  When doing your bookkeeping you may 
recognize certain expenses differently than you do on your taxes.  For example, on your books 
you may recognize the full amounts of meals and entertainment when taking your customers to 
dinner.  However the IRS only allows you to deduct half of that expense for tax purposes.  If 
your business gets a fine you recognize the expenses on your books, but for tax purposes you 
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cannot deduct expenses that occur because you broke a law or regulation.  Essentially you eat 
the expense come tax time.  However some differences can be beneficial to you in terms of 
taxes.  If you purchase a tractor you may be eligible for accelerated depreciation methods.  On 
your books you may choose to depreciate the tractor with a straight-line depreciation method. 
Essentially you divide the book value of the asset by it’s useful life and record an expense for 
depreciation throughout the asset’s life.  When doing taxes you are required to use a specific 
depreciation method (check out publication 946 which is linked below for a long explanation of 
this).  In addition the asset may qualify for bonus depreciation and for section 179 treatment. 
The TCJA increased the limits on these allowing you to reduce your tax liability by using your 
depreciation in an earlier year.  For more information check out this fact sheet released from the 
IRS: 
https://www.irs.gov/newsroom/new-rules-and-limitations-for-depreciation-and-expensing-under-t
he-tax-cuts-and-jobs-act  
 
Because of the difference between taxes and your accounting books when preparing taxes you 
have to not only have up-to-date books, but also copies of prior tax returns to determine what 
differences exist. 
 
Interesting Tax Fact: Horses are considered depreciable assets by the IRS and can be 
depreciated using the MACRS table.  These tables and an explanation of the depreciation 
methods used by the IRS can be found at this link: https://www.irs.gov/publications/p946   This 
link is a very lengthy read. 

Final Note for Taxes 
A self-employed individual is more likely to be audited by the IRS than an employee.  We 
always recommend keeping a thorough file of supporting documents that are organized.  Letters 
and audits from the IRS can be scary and intimidating at first, but if you are organized, keep 
your documentation, and file accurate returns the process of dealing with the IRS is far easier. 
A lot of clients can be tempted to file inaccurate returns to limit their tax liability, but it often 
comes back to bite them in the ass later.  Take advantage of the tax planning available to you, 
the tax code has a lot of ways that you can legally reduce your tax liability and keep yourself 
safe during an audit. 
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Employees 

 
The most commonly asked question about an employee is if they are a true employee or an 
independent contractor.  The IRS is very strict about this classification because an employer 
has to pay payroll taxes on an employee, but not on an independent contractor.  Let’s talk about 
the characteristics of an independent contractor: 

● They provide their own tools 
● They are often paid on a project basis instead of hourly, this could be getting paid per 

ride for example 
● They determine how to do their job and don’t receive training 
● Expenses related to the job are not typically reimbursed (unless they are billable 

expenses according to an agreement) 
● An independent contractor does not receive benefits 

 
An important thing to note here is that a contract stating someone is an independent contractor 
is not enough to determine their status.  The IRS does not want a company to try to avoid 
paying employment taxes on an employee by calling them an independent contractor when they 
are not.  
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Hiring an Employee 
When hiring an employee there are a few things you need to be aware of.  First off, it is your 
responsibility to make sure they are eligible to work in the U.S.  Form I-9 can help you with that. 
An employee also needs to fill out a W-4 so you can withhold taxes.  
This link is helpful for learning the steps when hiring an employee: 
https://www.irs.gov/businesses/small-businesses-self-employed/hiring-employees 

Hiring an Independent Contractor 
Independent contractors do not require you to pay employment taxes, you will need an 
independent contractor to fill out a W-9 so you have their tax information.  At the end of the year 
you submit a form 1099-MISC for each independent contractor you pay more than $600 to.  You 
may also be required to file this form for certain vendors. 

Taxes Throughout the Year 
With an employee you are required to withhold taxes throughout the year and remit them to the 
appropriate government body.  For information on federal withholdings you can take a look at 
Publication 15 Circular E at the following link: https://www.irs.gov/pub/irs-pdf/p15.pdf This has 
more information than I can cover in this ebook including dates certain forms are due, an 
overview of federal taxes, obtaining an EIN, etc.  There is also Publication 51 Circular A which 
addresses agricultural employees and can be found at the following link: 
https://www.irs.gov/pub/irs-pdf/p51.pdf  
 
In the taxes section I discussed what is considered an agricultural farm by the IRS.  Certain 
equine businesses fall into this category.  Make sure you review the definitions so you can 
determine where your business falls. 
 

State Taxes and Requirements 
In addition to federal withholdings you may be required to withhold and remit state taxes.  Each 
state, county, etc should have resources for business owners to explain who you need to 
register with and how to pay taxes.  These requirements vary by state, county, etc.  Your local 
department of revenue may be a good place to start (see additional IRS resources).  They also 
may have information for starting businesses in your state and what the requirements are. 
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Marietti Accounting Services, LLC 

More Information About Us 
We are located in Central Ohio, but we work remotely with clients across the U.S.  The equine 
and agriculture industries are our specialty, because of the unique tax treatment of these 
businesses and because these industries are our passion.  We are actively involved in these 
industries outside of MAS and have experience managing businesses in the industries as well 
as working at vet clinics catering to mixed animals and equine.  We have been blessed to work 
in multiple areas of these industries and it’s given us some interesting and helpful experience. 

From a Service Standpoint 
We offer bookkeeping, payroll, and tax planning/preparation along with some other less 
frequently utilized services such as equine office support and cost analysis.  Our team believes 
that your financials should be more than just a bunch of numbers on a page you need to 
prepare for tax time.  We firmly believe that your financial statements should be a tool utilized to 
help you run your business.  We work with all of our clients to help them utilize this information 
to meet their short and long term goals.  We’re passionate about the industries we work with 
and love seeing our clients succeed.  We know you love what you do and want to help you 
spend more time doing it and less time in the office. 

Interested in Talking with Us? 
We love to connect with people in our industries.  Whether it’s a question about an accounting 
program or you’re not sure where to find resources on a tax matter.  We’re here to help.  If 
you’re interested in working with us we offer free consultations for potential new clients to make 
sure we’re a good fit for each other.  We can be reached via email at 
Whitney@Mariettiaccountingservices.com or by phone at 614.526.9354.  We’ve also included a 
few links to some helpful websites below. 
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Additional Resources 

IRS Links 
IRS Master List of Forms, Schedules, and Their Instructions 
https://www.irs.gov/forms-instructions 
 
IRS Main Website 
https://www.irs.gov 
 
State Revenue Websites 
https://www.irs.gov/tax-professionals/government-sites  

Marietti Accounting Services, LLC 
Contact Information 
Email: Whitney@Mariettiaccountingservices.com 
Phone: 614.526.9354  
 
Blog 
Https://mariettiaccountingservices.com/blog  
 
Website 
Https://mariettiaccountingservices.com  
 

Quickbooks 
A List of Quickbooks Resources 
https://quickbooks.intuit.com/learn-and-support/  

USDA 
A note on the USDA.  There are great programs that you can find through their website for 
things like funding, ag programs in your area, etc.  These can be helpful even if you don’t have 
other agriculture components to your business outside of the horses.  But if you do partake in 
other ag activities the resources are fantastic! 
https://www.usda.gov  
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