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Limited company
expenses guidelines

This guide is designed to make
it easier for contractors and
small business owners to
understand the rules around
expenses.
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Limited company expenses guidelines
Legitimate business expenses are the only expenses
a company can claim. HMRC will only allow expenses
that are wholly, exclusively, and necessarily incurred in
the performance of your duties, and will disallow any
expenses that don’t meet or fulfil each of the criteria.
It’s essential that you obtain and retain receipts for all
the expenses you incur, in the event HMRC asks you to
justify them.

The purpose of this guide is to provide you with help
and advice, and only lists the most common types of
business expenses you can claim. The list is not fully
comprehensive, and should be used for guidance only.
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Business expenses
different types of expenses that can be claimed
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Business expenses
Travel and subsistence expenses
Working out allowable travel and subsistence expenses
is difficult, but generally you can claim expenses
incurred for all legitimate business journeys, including
travel to a temporary workplace. This means you
can claim the costs of travel from your home to your
client’s site providing the site remains temporary. Ths

A temporary workplace is a place where contractors
go to work for a limited time or temporary purpose.
If you attend a workplace for a period of continuous
work that lasts, or is likely to last, more than 24 months,
it is no longer temporary. As soon as you know that you
will be at a workplace for more than 24 months, travel

is different to employees in permanent roles, as travel
to their places of work would be regarded by HMRC
as ‘ordinary commuting’ and not an allowable expense.

and subsistence cannot be claimed.
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Travel expenses
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Travel expenses
Travel

Cycling

• Aeroplane, train, bus, ferry, and taxi fares.
• Parking, congestion charges, and tolls.
• Mileage using your own vehicle.

If you own a bicycle, you can claim mileage of 20p per
mile. Your company can also purchase the bicycle,
including safety equipment, and lend it to you tax free.
You won’t need to pay anything for using the company’s
bike, as both the bike and equipment will sit as an asset
in the company’s accounts. The upper limit to the cost

Business mileage
If you use your own vehicle for business travel, you can
claim the rates set out below. Keep in mind that total
business mileage relates to each individual tax year,
and includes mileage claimed during the tax year for
any other employment.

Vehicle

Rate per mile
(on first 10,000
miles in tax year)

Rate per mile
(on each mile over
10,000 miles)

Car / van

45p

25p

Motorbike

24p

24p

Bicycle

20p

20p

of your bicycle and safety equipment is £1,000.

Company car
Company cars with CO2 emissions over 76g/km and
fuel paid for by the company will mean additional
income tax, National Insurance and VAT scale charges.
With the changes to tax and National Insurance on
company cars coming in the next two years, we suggest
talking to one of our accountants before buying a
company vehicle.
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Subsistence expenses
HMRC has introduced an advisory system of
benchmark rates, as detailed below:

Breakfast rate - for irregular starters only

Two meal rate - ten hour rate

A rate of up to £5 may be paid when you leave your
home earlier than usual, before 6am, and purchase
breakfast en route. However, if you regularly leave
home before 6am to start an early shift, for example,
the breakfast benchmark scale rate is not valid.

A rate of up to £10 may be paid when you have been
away from your home/normal place of work for a
period of at least ten hours, and have purchased a

One meal rate - five hour rate
A rate of up to £5 may be paid when you have been away
from your home/normal place of work for a period of at
least five hours, and purchased a meal.

i

meal or meals.

Late evening meal rate - for irregular late
finishers only
A rate of up to £15 may be paid if you have to work later
than usual, finish work after 8pm having worked your
normal shift, and have to buy a meal that you would
usually have at home.

If you are paid an allowance under the five or ten hour rule, the late meal allowance could
still apply if you finish work after 8pm and buy a meal that you would usually have at home.
However, if you regularly finish late because you usually work the afternoon or evening
shift, for example, you won’t be entitled to use the late evening meal rate.

Business
entertainment expenses
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Business entertainment expenses
Business entertainment expenses are disallowed in the
company’s accounts as a deduction for Corporation
Tax. If necessary, HMRC will open an inquiry into the
director’s travel and entertainment expenses when
looking into the company accounts, as these are the
most commonly abused.

Professional subscriptions
Allowable, providing they are relevant to your
employment. This is restricted to certain professional
bodies approved by HMRC.

General office purchases
The actual cost of office stationery, postage, and
computer equipment used wholly, exclusively, and
necessarily in your duties is permitted. Receipts must
be retained.
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Training

Home telephone

All training should be wholly, exclusively, and necessary
to your business and work duties.

You can claim the cost of business calls only. To claim
for line rental, you will need to install a second line that
is in the company name and paid for by the company.

Reference books and journals
Allowable, on the condition they relate to the duties of
your employment.

Eyesight tests
If it is necessary for the initial or continued use of visual
display equipment in your duties, eyesight tests are
allowed. The cost of glasses or contact lenses cannot
be claimed.

Mobile
If the account is in the company name and the company
pays the bill, there is no taxable benefit for a mobile
phone. For a personal account, you can only claim for
business calls.

Internet
If the account is in the company name and private use is
minimal, there is no taxable benefit for internet usage.
A personal account available to the whole family cannot
be claimed.
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Having your office at home
Use of home expenses must be incurred wholly and
exclusively in the performance of the business. In
practice, that means expenses can only be allowed for:
• The additonal unit costs of gas & electricity
consumed while a room is in use for work.
• The metered cost of water used in the performance
of duties (if any).
• The unit costs of business telephone calls (including
‘dial up’ internet access).
Calculating the exact amount of the allowable additonal
costs may be difficult. To make it easier, you can claim
£4 each week (exclusive of business telephone call
costs) without having to justify that figure to HMRC.
If you want to claim for more than £4 per week, you
should keep records and be able to show HMRC how
the figure has been calculated. If you leave your home
to carry out your contracted activities at a client’s site,
it’s unlikely you can make a claim - and in many cases,
it’s sensible to only claim £4 a week.

Rent, relocation and equipment purchases
If you are moving house, and your new home will be
your private, principle residence, you will be able to
claim rent as a business expense. While ‘lodging’ (such
as money paid to a hotel on a business trip) is allowable
for Corporation Tax purposes, HMRC does not agree
‘dwelling’ as solely, exclusively or necessary for your
business as you will need a place to live regardless of
your business activity.
You can claim relocation expenses of up to £8,000
for the cost incurred as a result of your move. This is
not an allowance, and costs can only be claimed with
supporting receipts.
If you are renting a second accomodation because of
your company’s activities and you will regularly return
to your main residence where you pay all the bills, the
rent will then be considered as a business expense. If
you need to buy equipment to carry out your duties at
work, such as computers, printers, and software etc.
you should pay for it personally but obtain an invoice in
the company name.

Expenses items
(not allowed)

K&B Accountancy Group :: Your quick guide to expenses.

Expenses items
Below is a list of items that cannot be claimed as expenses. They include:

Office clothing such as business suits (except safety clothing).

Glasses and contact lenses.

Car servicing and repairs.

Training courses not related to your business, for example a plumber claiming for skiing lessons, or an
unrelated degree course.

Private club subscriptions, for instance golf club membership.

Items mainly for personal use, such as televisions, cameras, Hi Fis, sat navs etc.

Rent, mortgage, and council tax of your main residence.

i

Don’t forget that as long as an expense is wholly, exclusively and necessary
for the business, it can be claimed as a business expense.
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Live life, contract happy.®

FURTHER INFORMATION
Contact us
If you would like more information on the services provided by K&B Accountancy Group,
please don’t hesitate to get in touch with one of our friendly consultants.
K&B Accountancy Group
10th Floor, One Canada Square, Canary Wharf, London, E14 5AA
Tel: 020 7078 0211 | Fax: 020 7719 0211
www.kbaccountancygroup.com | admin@kbaccountancygroup.com
Keep updated with us
If you’re interested in finding out more about K&B Accountancy Group,
come and see what we’re up to on social media:
@KBAccountancy
/KBAccountancyGroup
/k&baccountancygroup
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