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What expenses can I include in my limited
company accounts?

A new approach to accountancy for you

A handy guide of the expenses you can and can't claim on your tax return.
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How can Freedom in Numbers help?
 

As a director of a limited company, you will have a number of legal responsibilities to shoulder, and it can
become quite overwhelming. 

 
At Freedom in Numbers, we're here to support your business, and take away the stress of the administrative

side of business, giving you your freedom back. 
 

We offer a comprehensive service from setup, right through the getting your accounts in ship shape and
submitted on time.

 

How to use this guide
 

This guide will help you save tax!
 

As there is so much to think about when running a limited company can be overwhelming.
 

As well as keeping on top of chasing payments, sorting receipts and invoices, it can be difficult to know
which expenses you can claim tax relief for.

 
Many business owners don’t claim tax relief for allowable expenses because they don’t know that they can.

 
So we’ve written this guide to help you identify what you can claim for your limited company as tax-

deductible expenses.
 

It is designed to give you an overview of expenses that are allowable, but if you're unsure please do get in
touch for more information. 

Allowable Expenses for
Limited Companies
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Disclaimer
We have written this guide to give you the information you need understand what expenses you can claim for

your limited company.
 

The rules are subject to change so please check with us to make sure you have the latest information and
guidelines.
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Allowable Expenses for
Limited Companies

Accountancy & Professional Costs

Advertising & Marketing

Bank Charges, Interest & Finance
Charges

Charitable Donations

Clothing & Personal Care

Entertaining & Gifts

Equipment & Computers

General Office Costs

Insurance & Medical

IT & Website

Pensions & Salaries

Premises Costs

Telephone & Broadband Costs

Training & CPD Costs

Travel & Subsistence

Working from Home

 

What expenses will be covered in this guide?
In this guide, we've covered all the basic expenses we'd expect to see in a standard limited company.

 
As every business is different, there may be other expenses that you'll incur that don't form part of this

guide, so its always worth checking with us to see if those expenses are allowable. 



0114 400 0053 info@freedominnumbers.co.uk www.freedominnumbers.co.uk

Allowable Expenses for
Limited Companies

Accountancy & Professional Costs
 

Accountancy
Accountancy fees for your limited company are allowable for tax. This means that they can be deducted

from profits before corporation tax is calculated. 
 

As accountancy fees can cover a whole host of different services, those accountancy fees that relate to a
directors self assessment (and may be bundled up with your monthly fee) cannot be deducted, as this

expense isn't 'wholly and exclusively' for the limited company, and relates to personal income and
expenditure. 

 
Professional, Legal and Consultancy 

Most professional, legal and consultancy fees that relate to services your limited company has engaged with
are allowable for tax. These can include solicitors, accountants (for services other than accountancy related),

business consultants and surveyors. 
 

In some instances there may be some fees that cannot be deducted as they relate to expenses not
associated with your limited company, so please seek our advice first. 

Advertising & Marketing Costs
 

You can claim tax relief on the cost of advertising and marketing activities. This could include
a local trade magazine advertisement, pay per click advertising, social media advertising, or even a

subscription to a local networking group.
 

Some costs may fall into other categories however, so it is important you understand what is classed as
client or supplier entertaining rather than an advertising activity.

 
We'll cover entertaining and gifts in a later part of this guide. 

 
Please seek our advice and we’ll check that you’re on the right track.
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Allowable Expenses for
Limited Companies

Bank Charges, Interest & Finance Charges
 

Bank charges related to a company bank account are allowable for tax. 
 

This includes interest and overdraft charges including arranging the overdraft, as well as charges associated
with collecting payment from your customers including Stripe fees, GoCardless fees and PayPal fees. 

 
If your company has a loan or credit card, any set up and completion charges associated with these finance

agreements will also be allowable for tax. 
 

Interest on finance and lease agreements will be calculated annually, and then your accountant will need to
make an adjustment in your accounts for this to make sure the right amount is included in your accounts for

the right financial year. 
 

If you have any finance agreements, bank accounts or loans in your personal name, these shouldn't be
included in your company accounts. 

Charitable Donations
 

You can claim tax relief on cash donations to charity. 
 

There are also other types of donations that the company may be able to claim for such as staff time,
equipment and sponsorship.

 
You’ll need to check with your nominated charity that they are able to accept the donation.

 
The rules are complex and the guidelines differ for different types of donation, so please seek our

advice.
 



Allowable Expenses for
Limited Companies

Clothing & Personal Care
 

Unfortunately, you can’t claim for everyday clothing that could be worn outside work (even if it isn’t), and
likewise any expenses for personal care, including hairdressing and beauty treatments cannot be deducted,

as they are not 'wholly and exclusively' for the benefit of the business.
 

(There are some exclusions for personal care in regards to treatment for work induced injuries, such as
chiropractor and physiotherapy treatment if the injury has prevented you being able to work.)

 
If you or your employees need protective clothing or uniform that can only be worn at

work, including branded items, your limited company can pay for these and the cost will be tax-deductible.
 

The cost of laundering the above clothing can also be claimed as a business expense.
 

Entertaining & Gifts
 

Entertainment
You can’t claim tax relief on client entertainment. In fact, the company can only claim tax relief on

entertainment for employees that are on the company payroll in some instances.
 

To avoid being classed as a taxable benefit for employees, the event (commonly the annual Christmas party) must
meet the following criteria to be considered a ‘qualifying event’ by the HMRC:

The event has to be open to every employee.
It must be an annual event.

It cannot exceed £150 per attending guest.
 

Gifts 
A gift to an employee may be considered a taxable benefit, depending on the nature of the gift. Some gifts can be
classed as a 'trivial benefit', for example a leaving gift, and the employee will not pay any additional tax or national

insurance on the gift.
 

You can claim tax relief on a branded gift given to someone outside the company, as long as it meets the criteria:
The gift isn’t vouchers, tobacco, drink or food.

The cost of the gift is no more than £50.
The gift is clearly marked with the company’s logo.
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Allowable Expenses for
Limited Companies

Equipment & Computers
 

You can claim tax relief on the cost of computer equipment, tools, equipment and plant & machinery
provided it is for business use only (and no more than ‘insignificant’ private use.  By insignificant we mean

you use it full time for work, and only occasionally for personal use).
 

When you start up, if you want to bring your own office equipment or computer into your business,
you can claim tax relief on its market value at the time you brought it into the business (to effectively sell it

to the company).
 

Look at second-hand selling groups or eBay to get an idea of the item’s current value and then
estimate the cost for the company’s accounts.

 
If you buy second-hand equipment you can claim tax relief as a capital asset (as it’s new into the

company).

General Office Costs
 

Printing, Postage & Stationery
Printing costs (including printer ink and paper supplies), postage costs, and stationery costs are all allowable

for tax.
 

Cleaning & Refreshments
Office cleaning is allowable for tax if you have external offices. If you have an office at home, and the cleaner

cleans your entire house, then only a proportion of the cleaning bill is allowable (the home office
proportion). 

 
It can be difficult to work out the proportion of cleaning costs associated with your home office, so it is often

estimated as part of the working from home allowance. 
 

If you buy milk, tea, coffee, juice etc for your employees at the office, these are all allowable for tax. Water
coolers and snacks are also allowable for tax.
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Allowable Expenses for
Limited Companies

Insurance & Medical Costs
 

Insurance
Insurance is essential for all businesses. 

 
There are various forms of insurance that are all allowable for tax:

 
Contents insurance - protecting your office contents

Professional indemnity insurance - protecting your business from negligence claims
Employer’s liability insurance - compulsory insurance for employers to protect from employee claims for

injury etc.
Public liability insurance - protecting your business from claims of injury from members of the public.

 
Medical Costs

Your company may be able to make a contribution towards private medical insurance for directors
and employees. 

 
If the insurance provides more than one standard free check a year, it will be

classed as a benefit in kind and the company will have to pay National Insurance.
 

Employers care required to reimburse employees for eye tests if they regularly use computer screens as
part of their role. (This is a legal requirement).

IT & Website Costs
 

IT costs, such as software and small equipment purchases (such as replacing a computer cable or mouse)
are allowable for tax provided they are for the sole use of the business and its employees.

 
If your business has a website, you may be able to claim tax-relief on the cost of building and maintaining

your website. The website must, of course, promote the business giving it a clear on-line presence.
 

Domain and hosting costs can also be claimed on the same basis.
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Allowable Expenses for
Limited Companies

Pensions & Salaries
 

Director
As director, you are classed as an employee of your limited company. The salary paid to you is considered

an allowable expense, including any associated national insurance donations.  
 

You can choose how much salary the company pays you, and we will recommend the most tax-efficient
option for your business and review it on an annual basis.

 
Employee

You can claim the salary of your employees as an allowable expense. We strongly recommend you
seek our advice before taking on new employees as you will have a number of responsibilities and

obligations to fulfil.
 

Pensions
The company can claim 100% tax relief on contributions made to its own pension scheme for

directors and employees.
 

It is recommended that you speak to a financial provider before embarking on contributing to a pension
through your company. We can provide you with the details of our recommended financial adviser.

Property Costs
 

If you rent an external office space (away from your home office) or other business premises such as a
warehouse, the company can cover the full costs of the rent, business rates (if applicable),

utilities and telephone/broadband connections. 
 

This applies equally to ad-hoc room rent, rented desk space or a full
business lease.

 
Costs associated with keeping this space in working use may also be allowed, including repairs and fit out

costs. 
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Allowable Expenses for
Limited Companies

Telephone & Broadband
Most small business owners will have one mobile phone for both business and personal use.

The purchase of the handset and cost of the line rental and calls can only be paid for and treated
as tax-deductible in full if:

the handset and associated contracted is in the company name
the company pays the cost directly and isn't reimbursing the director or employee

the phone is primarily used for business use, within minimal personal usage

Important: If the mobile contract is in your name, and you pay for it personally,
strict rules by HMRC state that you can only claim the cost of business calls based on an itemised

bill, and no proportion of line rental.

The same rules apply for personal landlines at your home office.  If you have a separate phone line for the
business, either at home or at business premises, it’s advisable to put it in your limited company’s name and for
the company to pay the bill direct. The company can then claim tax relief on the full-cost of the line rental and

business calls.

Much like mobile phones, the cost of home broadband can be claimed provided that the contract
is in the name of the company and paid direct from the company bank account. Personal use must

be minimal.

Training and CPD (Continued Professional
Development)

 
Tax relief can be claimed on training and development, as long as the training is relevant to your

business, with the key aim being to update or upgrade your knowledge and skills.
 

Professional subscriptions
The company can pay for subscriptions direct to professional bodies (as long as they’re on the

HMRC’s approved list), without incurring extra tax or National Insurance costs.
The company can also pay fees direct to professional bodies not on the HMRC’s list, but this will be

classed as a taxable benefit.
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Allowable Expenses for
Limited Companies

Travel & Subsistence
 

The company can pay for the cost of air or rail travel that you’ve paid for, without HMRC
considering this a taxable benefit if the travel is between business appointments (from one client to

another), or you were travelling to a temporary workplace.
 

The company can pay for the cost of hotel accommodation without it being considered a taxable
benefit if you required accommodation because you were away for business purposes i.e. you were

attending a business appointment or you were working at a temporary workplace.
 

Tolls and car parking costs are also allowable for tax.
 

Speeding and parking fines
You can’t claim tax relief on these costs, even if you’re travelling on business.

 
Subsistence

The company can pay the cost of food whilst you are working away for business. 
 

There is no limit to the amount you can claim but it should be modest and reasonable. As an
example; a sandwich and snack for lunch would be reasonable, a dinner at a posh restaurant would not.

Working from home
 

If you’re working from home, your company can repay you for some costs associated with running
the business. There are two options:

 
Basic Allowance

You can claim up to £4 per week (or £18 per month) without having to itemise or justify the costs
to HMRC. This basic allowance is designed to acknowledge you writing up business notes, invoices

and general ad-hoc administrative tasks at home.
 

Apportioned Cost
It may be more beneficial to calculate the actual cost of working from home. We have a calculator that will
help you work out the cost - but you must be able to prove the costs so keep hold of all documentation for

the claim. 
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