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Travel Expenses Under HMRC Scrutiny: Lessons for
Contractors and Locum Professionals

 

Some of the most common issues identified by HMRC include:

Claiming home-to-work travel as business mileage
Claiming both fuel costs and mileage allowances for the same journeys
Failing to retain supporting documentation
Relying on estimates rather than contemporaneous records
Assuming all agency or contract work automatically qualifies for travel
relief

Businesses and individuals claiming travel expenses should ensure they maintain adequate records to
support any deductions claimed.

Useful evidence may include:

Mileage logs
Receipts and invoices
Diaries and appointment records
Agency contracts and assignment details
Vehicle records where mileage claims are
made

HMRC increasingly uses third-party information and data analytics to verify expense claims. Where
records cannot be produced, claims may be challenged regardless of whether the expenditure was
genuinely incurred.

Common mistakes to avoid

One of the most common areas of confusion is the distinction between a temporary workplace and a
permanent workplace.

In general, travel between home and a permanent workplace is treated as ordinary commuting and is not
tax deductible. By contrast, travel to a temporary workplace may qualify for tax relief, subject to the
relevant conditions being met.

For contractors and locum workers, the position is not always straightforward. Even where an engagement
is described as temporary, HMRC may consider a workplace to be permanent if it is attended regularly
over an extended period.

Record keeping remains essential

Recent HMRC activity highlights the importance of understanding the rules surrounding travel and subsistence
expenses, particularly for contractors, consultants and locum workers operating through agencies or temporary
assignments.

Many taxpayers assume that travel to a client site, hospital or workplace automatically qualifies for tax
relief. However, the tax rules are far more restrictive than many realise, and incorrect claims can result in
additional tax, interest and substantial penalties.

Key takeaway

Understanding the workplace rules



The rules do not require every employee to receive the same meal or the same value of meal.

Senior staff can receive a higher-value meal while other employees receive a simpler lunch or meal
voucher, provided all employees have access to a free or subsidised meal.

Why businesses should consider the exemption

With employers increasingly looking for cost-effective ways to reward and engage staff, workplace meals
can be a valuable benefit.

Providing regular lunches can:

A common misconception is that the exemption only applies to meals provided through a staff canteen. In
fact, the tax exemption can also apply to meals provided directly on the employer's business premises.

This means businesses can provide lunches in an office, meeting room or staff kitchen without creating a
taxable benefit, provided certain conditions are met.

Many business owners assume that free meals provided to employees are automatically taxable unless
they are served in a dedicated workplace canteen. While workplace canteens are one way to provide tax-
free meals, the rules are actually much more generous than many employers realise.

You do not need a canteen

Problems can arise where meals are only offered to certain groups of employees.

For example, if a sales team receives a free lunch each week but other employees at the same location
are excluded, the exemption may not apply. In these circumstances, the cost of the meals could become a
taxable benefit.

To qualify for the exemption, the meals must be provided on a reasonable scale and made available to all
employees at a particular location.

Importantly, not every employee needs to take advantage of the meal. The requirement is that all
employees have the opportunity to receive it.

Employers should also be aware that the exemption does not apply where meals are provided through a
salary sacrifice arrangement or other flexible remuneration scheme.

Travel and subsistence expenses remain a common area of HMRC enquiry. Before claiming deductions, it
is important to establish whether the travel is allowable in principle and to maintain sufficient evidence to
support the claim.

Taking a proactive approach to record keeping and understanding the workplace rules can help avoid
costly disputes and ensure claims withstand HMRC scrutiny.

Beware of selective benefits

Different meals can still qualify

The conditions that must be met

Tax-Free Staff Meals: A Valuable but Often
Overlooked Employee Benefit



Improve employee wellbeing and morale
Encourage team collaboration
Support workplace culture
Deliver value to employees without creating additional tax
liabilities

When structured correctly, the exemption allows businesses to provide a meaningful staff benefit without
generating an income tax or National Insurance charge for employees.

The tax rules allow an employee or director to reimburse the company for the value of a benefit received.
This process is known as making good.

Where the reimbursement is made within the required timeframe, the taxable benefit can be reduced or
eliminated, removing both the personal tax charge and the company’s Class 1A National Insurance
liability. 

For most benefits, the deadline for making good a 2025/26 benefit is 6 July 2026.

Many directors and shareholders assume that once the tax year has ended, there is little that can be done
to reduce the tax cost of benefits received during the year. However, where taxable benefits in kind were
provided during 2025/26, there may still be an opportunity to reduce both the personal tax liability and the
employer's National Insurance cost.

Understanding the tax cost of benefits
Benefits in kind such as private expenses paid by the company, personal use of company assets or other
non-business benefits are generally subject to:

Income tax for the employee or director
Class 1A National Insurance contributions payable by the company

For owner-managed businesses, this can result in a significant overall tax cost.

Many employers miss out on this relief because they assume a dedicated canteen is required. In reality,
free or subsidised meals provided on business premises can qualify for a tax exemption, provided they are
offered on a reasonable scale and made available to all employees at that location.

Before introducing any staff meal arrangement, it is worth checking that the conditions are met to ensure
the exemption remains available.

Key takeaway

The importance of "making good"

Time Running Out to Reduce Tax on 2025/26 Benefits
in Kind



Final thoughts
With the 6 July deadline approaching, directors and shareholders should review any benefits received
during 2025/26 to determine whether making good is worthwhile.

Beware of the deadlines

Timing is critical.

For most benefits:

What if the company cannot pay a dividend?
 

Why this can be particularly attractive for shareholders
For owner-managed companies, making good can often be achieved by declaring a dividend and using
those funds to reimburse the company.

In many cases, a simple reimbursement can eliminate the company’s National Insurance liability and
reduce the overall tax cost. For owner-managed businesses, this can be a valuable year-end planning
opportunity that is often overlooked.

This can produce two advantages:
Elimination of the company’s Class 1A National Insurance liability

Replacement of a potentially higher income tax charge with dividend tax rates

In some cases, this can result in a lower overall tax cost and delay the personal tax payment by up to a
year.

Reimbursement must be made by 6 July following the end of the tax year

For payrolled benefits:

The reimbursement generally needs to be made before the end of the tax year in which the benefit was
received

Missing the deadline can result in the full benefit remaining taxable.

Notall companies have sufficient distributable reserves to declareadividend.

Where this is the case, directors may consider recording the reimbursement through their director’s loan
account. This can provide additional time to settle the amount while still achieving the required tax outcome,
provided the relevant deadlines are met.



Copyright © 2026 Clear House Accountants, All rights reserved.

What Happens If You Don’t Register for VAT

If your business goes over the VAT threshold and you don’t register, the consequences can be expensive.
You may have to pay VAT you didn’t charge your customers, plus interest and penalties from HMRC.

What is an ISA – An Individual Savings Account?

ISAs, or Individual Savings Accounts, have become a go-to choice for many people in the UK looking to
save or invest their money smartly. The tax advantages that come with these accounts make the m quite
popular.

Our e-mail address is:
 clearhouse@chacc.co.uk

Want to change how you receive these emails?
You can unsubscribe from this list.

Enterprise Management Incentives – A Complete Guide to EMI

Enterprise Management Incentives, or EMI Scheme, is a scheme that gives company employees tax-
efficient stock options. EMI programmes can assist businesses and employees by attracting and keeping
key personnel and giving employees a stake in the company’s success.
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