
A GUIDE TO ALLOWABLE EXPENSES 
FOR UMBRELLA WORKERS 
The rules relating to expenses for contractors operating through umbrella companies have seen 
many changes over recent years and consequently there is a lot of confusion. 

This guide describes the types of expenses that can be claimed, the process of verification and tax 
treatment. It is based on guidance from Professional Passport and HMRC. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

EXPENSES FROM GENERAL EARNINGS  
(NON-REIMBURSABLE) 

Where a worker has incurred an expense in 
the course of their work. 

Currently, Mileage (use of a Private Vehicle) 
is the only expense that can be offset against 
tax.  The expense claim value is calculated 
according to the Rate Per Mile scale. 

AGENCY REIMBURSABLE EXPENSES  

Where a worker has incurred an expense in 
the course of their work and the agency or 
end client has agreed to reimburse the 
worker. This will most commonly be travel, 
occasionally accommodation and subsistence, 
subject to the tests below. Reimbursement 
must be for exact receipted amounts. Per 
Diem payments (allowances) are taxed as 
general earnings.  

UMBRELLA  VERIFICATION 

In all cases, the Umbrella is responsible for validating the expense claim based on the following 
criteria: 

 

 

 
 
 
 

Note that HMRC requires that the Umbrella has correctly verified the expenses,  the Agency is 
unable to do this on their behalf. The worker must be able to provide the umbrella with the receipts 
and evidence required. This is separate to any verification that the Agency may undertake. If HMRC 
successfully challenge the expense claim, the liability is with the Umbrella. 

 

TEMPORARY WORKPLACE 
The claim meets the criteria for a Temporary workplace. 
 
EVIDENCE FOR VERIFICATION 
Sufficient evidence is received from the Worker to verify the expense i.e. receipts and  an 
explanation that meets HMRC criteria. 
 

VERIFICATION PROCESS 
The Worker must provide the following information in the Expenses section of the 
Compass portal (receipt images uploaded): 

a) The location of Permanent workplace (for the purposes of the assignment). 
b) The location of the Temporary workplace (must be different to that above). 
c) Why the travel was required. 
d) For Mileage claims: distance travelled and vehicle type. Fuel purchase receipts are 

required for distances over 100 miles. 
e) For Other Travel claims: images of supporting receipts. 
f) Confirmation that the expense was wholly, necessarily and exclusively for business. 

 



 

 

 

 

 

 

 

 

 

WORKPLACES: PERMANENT, TEMPORARY AND MULTI-SITE  

Permanent: the location identified in the Assignment Schedule will usually be the permanent 
workplace for the purposes of expense claims. Claims can be made for travel to and work at the 
Permanent workplace will be paid after tax and NI deductions. 

Temporary: a worker may be asked to travel to a series of locations for work. A requirement to 
attend one different site each day would not make them a multi-site worker, its simply a series of 
Permanent workplaces. 

Multi-site: If this requirement sends them to different sites on the same day this will generally make 
them a Multi-Site worker and the expenses eligible for reimbursement for offset against tax.   

 

ACCOMODATION AWAY FROM HOME 

If a worker accepts an assignment for a number of days far enough away from home that a daily 
commute is not possible, they may stay in a hotel or B&B. Unfortunately this does not qualify for 
reimbursement and the work place is considered Permanent if they have the same daily journey 
from hotel to site. 

The exception would be if a worker who has a Permanent workplace on an assignment is they asked 
to temporarily attend a site at another location and the distance involved requires them to stay 
overnight. Under these circumstances the expense claim would be reimbursable (or could be 
claimed in their self assessment). 

 

PAYMENT OF REIMBURSABLE EXPENSES TO THE UMBRELLA 

Reimbursable expenses must be paid in addition to the Assignment Rate agreed with the worker and 
that should clear from payment advice received from the Agency. 

 

SUPERVISION, DIRECTION AND CONTROL 

The rules described above are applicable to Umbrella workers, who are generally considered to be 
under SDC. 

 

AGENCY REIMBURSABLE EXPENSES THAT 
CANNOT BE VERIFIED  

The umbrella will treat these as 
additional income and process them for 
payment to the worker after tax and 
National Insurance deductions.  

CLAIMS FROM GENERAL EARNINGS THAT 
CANNOT BE VERIFIED 

 Expenses incurred by the worker during 
the assignment that fall outside the 
categories above may be claimed 
through the end of year Self Assessment, 
subject to HMRC verification. These 
include train fares and subsistence. 



 

 

EXAMPLE 1 

Jane Smith lives in Birmingham and is placed on a week long assignment at a hospital in London. She 
cannot commute every day so she books a hotel for the week and takes the train to London. Each 
day she takes a cab from the hotel to the hospital.  

Claimable expenses: unfortunately the hospital is treated as her permanent workplace and the daily 
cab journeys as regular commute. Her expenses will therefore be reimbursed after tax and NI 
deductions. If the agency is not proposing to reimburse Jane, she could apply have these expenses 
reduce her tax liability in an end of year self-assessment with HMRC.  

 

EXAMPLE 2 

John Brown had been placed on an assignment to provide IT systems installation in London. The end 
hirer asks him to travel to their office in Paris to carry out an installation there. John takes a plane 
trip and rail journey to reach the office and on the return journey. He also has to buy an evening 
meal.  

Claimable expenses: all of these expenses may be reimbursed by the end hire of agency as the Paris 
office is a Temporary workplace. 

 

EXAMPLE 3 

Sam is an air conditioning installer who is supervised on site. His agency places him on assignment 
and he drives his own van to travel to the London construction site on his Assignment Schedule. The 
works at the same site for four days. On the last day he is asked to travel from the London site to a 
site in reading, to check an installation there. 

Claimable expenses: Sam cannot claim mileage expense out of general earnings  for the drive to the 
London site, although he could claim these in his self-assessment. But for the trip to Reading he can 
either be reimbursed by the agency or claim for the mileage expenses to offset his tax and National 
Insurance in that week’s wages payment as it’s a Temporary workplace. 


