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General Company Expenses

Please follow these guidelines carefully, and obtain a receipt for each expense (in the name of the company). If these guidelines are not followed, individuals may be separately assessed and found liable for tax on any taxable benefits. In general, for an expense to be allowable it must be incurred wholly, necessarily and exclusively in the performance of your duties and be supported by a receipt. The HM Revenue and Customs make it clear that all of the above words are stringent and exacting and each one is obligatory. If you are in any doubt as to whether an expense will be allowable or not, please contact our office. Do not be ‘greedy’. Take advantage of the items allowable within the law but do not overstep the mark – it will only encourage the tax inspector to investigate further.
Please take a few minutes to read through this guide and check that you are complying with any conditions for claims that you may be making.
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Background
You may claim for expenditure that you need to incur to
run your business. The exact type and level of expenses 
can be very complicated and it is important to read this 
guidance and act accordingly. 

Expenses incurred by the company must be “wholly and 
exclusively” for the purpose of the business, however, 
there is an exception to this rule where the 

non-business purpose is merely incidental to the 
business purpose. 

If any expenditure has a dual purpose, then this 
expenditure will generally not be claimable. An example 
is clothing, you need to wear clothing whether you work 

or not, so the dual purpose prevents a claim. 

This expense guide has been compiled with the aim of 
providing you with a quick guide to the typical expenses that you can claim for. If you would like more details on a particular area, please feel free to talk to your contact at Lowson Ward. We are always here to help.

Travel
You can claim the cost of all business travelling including travel between home and your contract site subject to the two rules below. This can be by train/bus/tube/taxi/air etc or by using your own vehicle. A receipt is required for all expenditure (including incidental expenses such as toll-charges, parking etc) including the actual receipts for petrol when claiming mileage. The mileage rates are set out in fig.1. This is irrespective of the ‘cc’ of the vehicle. 

Fig. 1. HM Revenue and Customs ‘Approved Mileage Allowance Payments’ (AMAPs)
	
	Pence per mile
	Pence per mile

	
	First 10,000 business miles
	Over 10,000 business miles

	Cars/vans 
	45
	25

	Motorcycles 
	24
	24

	Bicycles 
	20
	20

	Business passengers 
	5
	5



Travel to the contract site is allowable where the Revenue can be satisfied that this is a temporary and not a regular place of work. Contracts within the same geographical location may be treated as the same workplace. Additional information is in the section entitled ‘Travel Expenses – more detailed information’.

Rule 1 
If you are travelling from home to your contract then this is subject to the ’24 month rule’. This states that travel from home to work is only allowable as a tax deductible expense for as long as you believe your contract will not exceed 24 months. For example, you have a contract of seven months that is renewed again and again. If you have your contract renewed for a third time, i.e. at 21 months, then from the moment this contract is signed you would know that your time on site will exceed 24 months and the travel expenses from home to work cease to become tax deductible. It is from the time that you know that you are going to be on site for more than 24 months that you are unable to claim. 

Gaps in the time spent working at a site do not necessarily re-start the 24-month rule. This is a complex area and advice should be sort from us in advance of a contract needing to be signed.
Rule 2 
You will not be able to claim travel costs if you know, or it is reasonable to assume that this will be the only workplace for the duration, or remainder, of your employment i.e. there has to be a reasonable expectation of further contracts. 

Accommodation, meals and incidentals are only allowable if travel is allowable
Accommodation
Hotels/Guest Houses - Where you need to work away from home because of your contract then you can claim for the cost of the accommodation, supported by receipts. This would normally be your hotel costs. The Invoice must always be in the Company name and supplied with an expense claim form if paid personally. 
Rented Accommodation - Where property is rented, then the cost (including gas, electricity, council tax) can be reclaimed provided that you maintain and continue payment for a main residence elsewhere in the UK, to which you return each weekend. A copy of the rental agreement and receipts for the payment of the rent must accompany the claim. Where you do not return to your main residence at weekends, then you can only claim the business proportion of the rental (usually 5/7) of the cost of rental accommodation each week.
Personal Incidental Expenses
Whilst you are staying away you will be entitled to claim for personal incidental expenditure. This is to cover costs such as laundry, personal telephone calls and newspapers. Expenses in this category should be separately identified as incidental expenses. This is not a round sum allowance. You can claim for expenditure incurred, supported by receipts, up to a maximum cost of £5 per night in the UK and £10 per night if overseas. This can be claimed for each evening that you have to stay away from home. If you claim more than these amounts none of it is tax deductible.
Subsistence
You will be able to claim for the cost of a sandwich, drink etc. purchased on the way to a temporary workplace or at lunchtime. The cost of this should be reasonable and you need to retain receipts. 

However HM Revenue and Customs have a benchmark system where they have set advisory scale rates for particular subsistence expenses. From 6th April 2009 employers are able to pay subsistence payments up to the ‘scale rate’ tax free to its employees where they have obtained an agreement with HM Revenue and Customs to do so. 

The benchmark scale rates are: 

· Breakfast rate (up to £5 on breakfast) - where the worker has to leave home earlier than usual and before 6am (but not for employees who do this regularly) 

· One meal rate (up to £5 on a meal) - where the worker is away from home or usual place of work for at least 5 hours. 

· Two meal rate (up to £10 on a meal or meals) – where the worker is away from home or usual place of work for at least 10 hours. 

· Late evening meal rate (up to £15 on a meal he would have normally had at work) – where the worker finishes after 8pm but not if he does so regularly. 

NB. The maximum daily claim is £25. 

Payments in excess of the benchmark scale rate, without agreeing a tailored scale with HM Revenue and Customs, may be subject to tax and National Insurance Contributions. 

The system is optional for the employer but has been introduced by HM Revenue and Customs as they recognise the alternative, of a sampling exercise before agreeing a rate with HM Revenue and Customs, is burdensome and expensive. 

If you would like to apply to HM Revenue and Customs to use these rates please contact us to discuss this.
Entertaining
The company can reimburse you for genuine, receipted, business, entertaining even though it is 
not tax deductible for Corporation Tax purposes.
Christmas Party/Annual Event
An annual event, commonly a Christmas Party, is an allowable expense for the company and you will not be taxed upon it provided you meet the following conditions: 

· The total cost must not exceed £150 per head – if the cost is just 1p over then the whole cost will be subject to tax and NIC, not just the amount over £150. 

· The event must be open to all staff, although in reality that may just be you! 

· You may invite a partner, but if partners are invited, all staff must be entitled to invite a partner – invited partners will count for the £150 per head allowance. 

Training
Only certain types of training are tax deductible. For training to qualify as tax deductible it has to be undertaken as a requirement of your contract and be necessary in order to continue your work for the company. This is distinct from training undertaken to progress your career or improve your skills, which would not qualify.

Telephone
Where the mobile phone contract is in the company name the whole of the invoice will be allowable. Please note: only one mobile phone is allowable per employee. 

Company calls on a personal mobile phone are only reclaimable where the call is not included in the monthly tariff allowance. An itemised bill marked to identify business calls is required. 

No call costs on a pay as you go mobile will be allowed. 

Where your company is the subscriber of a dedicated business line in your home, the line rental and business call costs will be allowable. An itemised bill marked to identify business calls is required.

On your private home telephone only the cost of business calls may be claimed. An itemised bill showing the cost of each call with the business calls identified separately and totalled is required.

Internet Access
If you require internet access to run your company you can claim for the cost provided that there is no separate billing or record of access connections (if there is, then you can only claim for the business connections), private use is not significant and the contract is in the name of the company and paid
from the company bank account.
Computer expenses, software, books and stationery 
Where these are required for your work, these are allowable. 
Use of home as office

HM Revenue and Customs allow £4 per week without any justification. If you wish to claim more then you will need to keep records to prove the additional cost incurred. This should represent the extra costs incurred because you are working from home. Claims are generally for extra gas, electricity and wear and tear.
Capital expenditure

Where such expenditure is allowable, under the wholly, exclusively and necessarily rules, please ensure receipts are in the company name.
Childcare costs

As an employee your company may be able to pay for childcare costs. 
Providing the correct conditions are met there are two ways in which childcare costs can be paid from the company, via a voucher scheme or a direct agreement with the childcare provider. 
Assuming that you do not receive a large salary, you can benefit to the maximum amount of £243 per month, the amount will depend on the top rate of tax you pay. 
Please contact us for more information.
Pension contributions

Pension Contributions made by your company to a pension scheme will no longer 

automatically be allowable for tax relief, from 6th April 2006, pension contributions can only be claimed if it can be shown that the contributions have been incurred “wholly and exclusively” for business purposes. 
HM Revenue and customs may try to establish whether the pension contribution has been 

paid for a “non trade purpose”, however they have stated that they will not challenge an overall remuneration package and its split between salary and pension contributions. 
It is advisable to consult with a pensions advisor prior to making any 

pension arrangements. Whilst we cannot offer advice regarding pensions we are able to arrange for an independent financial advisor to contact you to discuss your options.
Other expenses

This will depend on the type of expense. Please call us before you incur the expense if you have any doubt as to whether it will be allowable.
Contracts caught by IR35

Where a contract is caught by the IR35 regulations there are limits to what can be claimed prior to the deemed salary calculation. 
IR35 qualifying expenses are as follows: 
· A flat rate of 5% of the gross payment from the contracts. 

· Allowable travelling, accommodation and subsistence expenses 

· Employer contributions to approved pension schemes 

· Professional Indemnity Insurance costs 

· Employer National Insurance contributions 

The above items are deducted from the income from contract(s) and the net amount paid as salary which is subject to tax and National Insurance in the normal way.
Dispensations

Do not be misguided by what other companies say. A dispensation does not mean that the HM Revenue and Customs have agreed that certain expenses can be claimed tax free but merely that the company does not have to report them on form P11D. In the event of an HM Revenue and Customs investigation they will only permit allowable expenses. Advice to the contrary is factually incorrect, misleading and would involve you in a claim from the HM Revenue and Customs for unpaid taxes.
Contact
Lowson Ward Limited 
292, Wake Green Road, 
Birmingham, B13 9QP 
Telephone: 0121 778 6278 
Fax: 0121 778 6978 
Email: philip.ward@lowsonward.com 
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