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CHARTERED ACCOUNTANTS

ATO ZOF COMPANY EXPENSES

count as a business expense, it must be incurred wholly and

exclusively for the purpose of your business.

The rules for employee expenses are even more strict as they must

be incurred exclusively for the performance of duties. If you are
interested in any tax-saving opportunities as the owner of a limited
company, read our A-Z of the most common corporate expenses

you can claim for from HM Revenue and Customs (HMRC).
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should be pald Separately or it is liable
to a benefit in kind charge if the
company pays for it.

Air travel

If you recharge this expense to your
client, it is important to note that even
though air fares do not incur VAT, if
your business is registered for VAT,
you must charge VAT,

Annual Investment Allowance

Your limited company can receive tax
relief on expenditure on plant and
machinery.

company, there will be a benefit in kind
charge on the full amount of expense
claimed.

* Personal

If a personal broadband connection
already exists and the employee is
required to work from home, the
expense is not classed as an additional
cost and is not allowable. If the
employee has to work from home and
there is an additional cost, such as
installation or upgrading, that cost and
the monthly fees are allowable.
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sheet as an asset with depreciation
charged and capital allowances
claimed.

Cycles

Deduction for bicycles may be claimed
under the HMRC Cycle to Work
Scheme or through capital allowances
where the limited company buys the
bike. Also, if using a bicycle for travel

then HMRC approved mileage
allowance payments are at 20p per
mile.

diture and  the cost of the gifts does not exceed

£50 per person in any 120-month
period. Input VAT may be claimed.

* Staff

A gift of up to £50 per year may be
made but one that exceeds £50 is
taxable on the employee. There needs
to be a minimum of two employees for
this relief to apply.

Hire purchase

Hire Purchase is an agreement to pay
for an item with an agreed cost over g
period of time. The costs, including
interest, are an allowable expense.




company can be claimed. Other
insurances that may be claimed but
could attract a benefit in kind charge
include Health and Executive Income

Protection and Health.

Interest on loans
Interest charged on business loans or

other finance payments and on
company credit cards or company
overdrafts are allowable expenses.
Interest on late payments of tax is also
allowable but interest on personal
credit cards is not.
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- business use the expense is allowable

but may be classed as a benefit in kind.
Where a person benefits from them
personally or there is an element of
self-interest then they are not
allowable.

Marketing and

advertising costs

Marketing is classed as an allowable
expense.  Examples include = the
development costs for a website that
performs a function for your business,
e.g. customers can buy items from you
directly through the website, which




while vvorkmg abroad is allowable and
no benefit in kind charge applies. For
overseas Costs, you must have
committed in advance to pay, unless
you arrange and pay the provider
directly for your employee’s treatment
or insurance.

Mileage

The approved mileage allowance
payments are 45p for a motor vehicle
for the first 10,000 business miles

reducing to 25p thereafter in a tax
year.

Contrlbutlons

Employee NICs are paid by the staff
member from gross salary. Employer’s
NICs are paid by the employer on top
of the gross salary and are tax
deductible, as are class 1a NICs paid
on benefits in kind. There is an initial
Employers allowance which can be
claimed upon employing a first
member of staff.

Parking

Parking is an allowable expense
meaning employees can be




rates are charged, these are also tax
deductible.

Repairs
Paying for routine maintenance or

repair of an asset is an allowable
expense. It is worth bearing in mind
that if you obtain an asset that needs
repairing to return it to good working
order, it will be regarded as part of the
cost of the asset and not classed as an
allowable expense. However capital

allowances could be claimed to
possibly produce the same result.

limited company, they should claim the

actual receipted cost of the meal
rather than a round sum allowance.
Subsistence payments end when it is
known that a contract's length will go
over 24 months.

Telephone

e Landlines

A landline phone billed to the business
is allowable. When a home landline is
used for business use the call costs
may be claimed.




evidence that i

reward rather than a necessary
business expense. Travel between
home and a permanent workplace is
not an allowable expense. There are
other conditions that can affect the
deductibility of travel, so always worth
checking first.

Trivial benefits

There are several benefits given to an
employee which HMRC classes as
trivial.

. D|rector s wage

The director should be given at least a
minimum salary, but the National
Minimum Wage Regulations do not
apply unless there is a binding contract

of employment.




+ Partnerships

e Limited Companies
e Contractors
« Landlords

e Higher rate taxpayers




