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Agenda

1. Introduction

2. Background to Benefits In Kind

3. How Payrolling Benefits In Kind changes reporting

4. Exclusions from Payrolling Benefits in Kind

5. Implications of payrolling Benefits In Kind for 
employees and employers

6. Day to day processing

7. Challenges

8. Conclusion and questions



Background 
to Benefits 
and Kind

• P11Ds introduced in the early 1960s

• Non-cash perks/benefits provided to staff

• Examples include

• Company cars / vans

• Private medical insurance

• Gym memberships

• Interest-free loans

• Subscriptions (exemption may apply)

• P11D (and P11D(b)) submitted to HMRC

• Class 1A NIC paid by 19 July (22 July if paying 
electronically)

• Adjustment to the employee’s Coding Notice in a later year



Payrolling 
Benefits In 
Kind

• The UK government introduced the voluntary Payrolling of 
Benefits In Kind (PBIK) in April 2016.

• Register to PBIK before the start of the new tax year

• P11D(b) still required to be submitted 

• Payment of Class 1A NIC by 19 July (22 July if paying 
electronically)

• Employers provide employees with summary of benefits 
payrolled

• From 6 April 2026, all employers must PBIK (some 
exceptions)

• Final year of P11D will be year ended 5 April 2026

• Submission 6 July 2026



Implications 
of PBIK 

• No more P11Ds (except for certain benefits)

• Class 1A NIC collected monthly (i.e. no P11D(b))

• No more P46(Car) forms

• P11Ds were a look back over the previous 12 months

• P11Ds an annual exercise

• PBIK are a look back/forward over the current month

• PBIK is a monthly/weekly/4 weekly exercise



Implications 
of PBIK 

• Transition in year one of PBIK 

• For current employees who already receive benefits, the 
calculation of PBIK done prior to first payroll run post 6 
April 2026.

• Pro-rate depending on pay period

• For new employees or employees receiving PBIK for the 
first time, calculation done before payment of salary.

• Important to have system in place to capture all benefits.

• HMRC will expect high levels of accuracy from day one.



• Employees taxed in real time on the value of their BIK

• Adjustments to Coding Notices reduced

• Monthly reporting on BIK

• Recalculate PBIK any time there is a change

• Adjustments can be picked up in the following month

• An end of year process will be introduced to amend the 
taxable values of BiKs that cannot be determined during 
the tax year. 

• HMRC will provide further details on what corrections will 
be in and out of scope and how they should be reflected in 
due course.

Implications 
of PBIK 



• First year of operating PBIK could lead to double dip of tax 
being deducted

• No confirmation on how PBIK will link with the “50% tax 
limit”

• Previously where 50% limit applied employers could 
remove employee for PBIK or;

• c/f to later month

• Suspect HMRC will just issue demand notices for unpaid 
tax

Implications 
of PBIK 



10 January 25

Title Annual Monthly (pre PBIK) Monthly (PBIK)

Salary £30,000 £2,500 £2,500

PBIK £1,200 £Nil £100

Adjustment for earlier year 
benefits £1,200 £100 £100

Total Subject to PAYE £32,400 £2,600 £2,700

Example

Employee had company benefit in 2025 but not in 2024. Benefit had a value of £1,200
Tax payable £252

© 2025 Henderson Loggie



Exclusions from 
Payrolling 
Benefits In Kind

• Almost all benefits must be payrolled with 2 
exceptions

• Accommodation benefit
• Low interest loans

• Linked to HMRC’s Official Rate of Interest

• Timetable to mandatory payrolling of these 
benefits being published “in due course”



Challenges

• Administration burden

• Complex benefit valuation

• Employee resistance

• System upgrades



Transitioning to 
the New System

• Where we are now:
• Current system of benefit reporting.

• Goal:
• Smooth transition to the new system.

• Key focus:
• Address administrative burden, data 

accuracy, and deadlines



Administrative 
Burden

• Monthly benefit calculations tied to payroll 
deadlines.

• Key complexities:
• Changes in company cars
• Employees making good.
• Adding new starters and benefits.
• Capturing new benefits and PMI 

changes.
• Managing stalled benefits.

• Action:
• Develop robust data capture systems.



Integration 
of Services

• Shift from separate payroll and P11D 
tasks to a blended monthly service.

• Key needs:
• Accurate annual benefit-to-monthly 

conversions.
• Integration of payroll and Class 1A 

NIC calculations.
• Questions to ask:

• Who handles payroll and P11D now?
• Are they the same team or outsourced 

or separated?



Preparing for 
deadlines

• New reality: 12 monthly deadlines 
instead of one annual.

• Timeline:
• April 2026 is mandatory.
• Starting April 2025 is recommended.

• Preparation tips:
• Register with HMRC early.
• Align payroll and benefits reporting.
• Trial data capture systems before the 

deadline.



Payroll 
Software 
Considerations

• Ensure payroll software capability:
• Additional FPS fields and benefit 

statements.
• HMRC calculator links for benefit 

calculations.
• Caution:

• Inaccurate calculations by untrained 
staff.

• Leave benefit calculation to the  tax 
experts.

• Tailor your approach based on complexity 
and team expertise.



Employee 
Communication

• Why it matters:
• Significant change impacting employees.

• Key actions:
• Explain implications, e.g., double tax hit 

in Year 1.
• Provide payslip examples.
• Facilitate Q&A sessions, training videos, 

or drop-in clinics.
• Goal: Transparency and clarity.



Summary

Key takeaways
• Mandatory PBIKS from April 2026.
• Get ahead: Start in 2025 or prepare early.
• Register with HMRC ahead of deadlines.
• Develop real-time benefit data capture 

systems.
• Integrate payroll and benefits functions.
• Prioritise employee communication.
• Monitor updates) via HMRC or 

Henderson Loggie’s  website.



Final 
thoughts

Start planning now to avoid last-minute 
challenges.

• Collaboration, staff training preparation, 
and communication are key.

• We are here to support you through the 
transition - get in touch!



Any Questions?

01382 200 055
Avril.craig@hlca.co.uk

0131 226 0200
Richard.mcphee@hlca.co.uk
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