
BUSINESS EXPENDITURE FACTSHEET

When running your own business you need to
concentrate on your clients and the service you
are providing. You don’t want to be worrying
about your accounts and what expenses you can
and can not make a claim for, this factsheet gives
you a short summary to make the process easier.

Things you can claim for as an expense;

1. Administrative costs – stationery, phone
bills, paper

2. Travel costs

3. Protective clothing and uniforms

4. Staffing costs

5. Stock and raw materials

6. Finance costs - bank charges

7. Legal and professional fees – accountancy,
cost of drawing up chair agreements

8. Advertising and marketing

9. Repairs to small tools and to your
property.

IS IT ALLOWABLE?

If your expenditure has been incurred wholly,
exclusively and necessarily in the process of

running your business,
then the expenditure
should be allowable.

You can NOT claim for
entertaining clients – a
common
misconception
amongst business
owners.  The expense

may go through your accounts, but it’s added
back when you calculate your taxable profit.

Expenditure can often be ‘dual purpose’ which
means that it is both business and personal. For
example, mortgage interest claimed when
calculating your ‘use of home as office’ you can
claim a proportion of the interest, but it mainly

relates to personal use. Part should be claimed
and part disallowed.  This can be a complex
process and should be discussed with your
accountant. HMRC have some strong views on the
apportionment of such expenditure.

When recording your expenditure, it is really
important to make a note of whether any
personal use was incurred, and how much.

CAPITAL ALLOWANCES

For people new to business the term ‘capital
allowances’ can be confusing. You may be more
familiar with ‘depreciation,’ both are charged on
business assets.

A business asset is equipment, machinery and
business vehicles.

While you can claim depreciation in your
accounts, when it comes to making the tax
adjustments, the depreciation expense is added
back. Why? Because you can choose the rate at
which you depreciate an asset.  This means it’s
not fair across all businesses.  Capital allowances
are set rates at which you can claim deductions
for the wear and tear of fixed assets.

These rates tend to change annually, so always
check with your accountant before you claim. For
2016/17 the Annual Investment Allowance for
new assets allows you to claim 100% of the cost
in the first year, up to £200,000 of expenditure.
Long life assets are 8% and other assets 18%.
Cars also qualify for Capital Allowances, but only
if you are not claiming the mileage allowance.

TRAVEL EXPENSES

Travel costs incurred wholly, exclusively and
necessarily on company business can be
reimbursed. However, travel from home to work
is not allowed. For example, if you’re a mobile
stylist you can claim for travel between your
clients homes.  If you have a permanent chair,
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you can not claim the travel from home to the
salon.

If you use your own car for business mileage you
can claim 45p per mile (to a maximum of 10,000
miles) and then 25p per mile after that.
Motorcycle rates are 24p per mile and Cycles are
20p per mile.

You may also claim for parking and congestion
charging, but not for any parking tickets or fines
you may incur.

WORKING FROM HOME

If you take your ‘admin’ home from the salon at
the end of the week then you are entitled to claim

some expenditure for
the use of your home
as an office.

There are complex
rules relating to this,
and you will need to
discuss with your
accountant.  Points
taken in to

consideration are; number of hours spent
working, area of the home used for work, relative
expenditure.

This is a targeted area by HMRC, so it’s important
not to over-claim and to keep accurate records of
the hours spent working at home.

EXPENSES WHEN VAT
REGISTERED

If you are registered for VAT then you must keep
a record of the VAT you have paid on each
purchase.

You can only reclaim VAT on expenses for
purchases which have been made solely for the
business.

KEEPING RECORDS

We recommend keeping accurate records of your
receipts and invoices for six years from the end
of the tax year to which they relate. This means
that should HMRC make a check in to an earlier
year, you will still have to proof to support the
figures you have submitted.  The burden of proof
is on your shoulders, so be prepared.

You should always consult an accountant f you
are unsure about a claim, H M Revenue &
Customs look carefully at the accounts and tax
returns submitted to them and will raise a query
if they think something isn’t quite right

ACCOUNTSHUB

Accountshub specialise in the hair and beauty
industry, providing tax and accountancy

services to you and your business.

Prices for self employed accounts and tax
return start from just £27 per month.

If you’d like to learn more please contact us!

 01483 237449

 info@accountshub.co.uk

 @accounts_hub


