
Putting personal expenses through the 
company 
You son, who’s at university, wants you to pay for his driving lessons. It will cost around 
£1,000 to get him through his test. Would putting it through your company be a cheaper and 
more tax-efficient option than paying for it personally? 

Personal expenses 

As a director of your own company you can put whatever expenses you like through the company as 
long as they are properly recorded and the right amount of tax and NI is paid on them. If they are 
personal expenses there’s no tax or NI saving. The only advantage is that the money comes out of 
the company bank account rather than yours. You could almost as easily pay yourself a bonus or 
extra salary to cover the expense. 

What’s the cost? 

In order to cover your son’s driving tuition fees, your company would need to pay you significantly 
more to leave you with enough to meet the cost. 

Example. Assuming that you’re a 40% taxpayer and need £1,000 to cover the driving school bill, your 
company will need to pay you an extra £1,724. After tax and 2% NI this will leave the required 
amount. However, your company will also have to pay Class 1 NI at 13.8% on the extra pay, i.e. 
£238. On the plus side it will get a corporation tax deduction on the total cost of £1,962 (£1,724 + 
£238). 

Dividend option 

A more tax and NI-efficient option would be to take an extra dividend from your company. Assuming 
the same facts as the example above, a dividend of £1,481 would be needed to produce a net of tax 
£1,000. Your company doesn’t receive a tax deduction for the dividend, but overall it’s a slightly more 
tax-efficient arrangement. However, there’s a third option to consider. 

A company bill 

Instead, you could arrange the lessons through your company and get the driving school to bill it 
direct. This will count as a benefit in kind, which means you won’t have to pay any NI, but this only 
saves you £20 (£1,000 x 2%), plus you’ll need to find the money to pay your personal tax bill of £400 
(£1,000 x 40%). Your company also has to pay Class 1A NI at 13.8% on the £1,000. 

Tip. A more tax and NI-efficient method of paying your son’s personal bill is to put him to work for 
your business during the breaks he gets from university. This is even more tax efficient than taking a 
dividend because he will almost certainly only be taxed on his earnings at a maximum of basic rate, or 
not at all if his total taxable income for the year is less than the tax-free allowance (£11,000 for 
2016/17). 



Trap. For the arrangement to work your son must actually work for the company and be paid at a rate 
that is commercial. This depends on the nature of the work he is doing, but for a menial job such as 
filing, cleaning the directors’ cars, £7 per hour would be fine. 
Example. If your son has little or no other income in 2016/17 and you pay him £7 per hour for 15 
hours per week, after ten weeks, over the course of the year, he will have worked off the cost of the 
driving lessons paid for by your company, plus he will have £50 in his pocket (£7 x 15 x 10 = £1,050). 
Your company receives a tax deduction for his wages, which don’t need to be inflated to cover tax 
and NI because they fall below the tax-free allowance and NI threshold. So making your son work is 
easily the most tax and NI-efficient option. 
 


