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With the changes to Payrolling Benefits in Kind
(BIK) being delayed to 2027, it may be tempting
to not worry about it for another year.

However, time has a habit of slipping away from us before we
know it, and you cannot afford to be caught out by the changes.

There is currently an opportunity to get ahead of the payrolling
BIK changes by voluntarily moving to the new system before
it becomes mandatory.

We have compiled this helpful guide to talk you through what

has changed with payrolling BIK and how to stay compliant with
the new system.
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What has changed with the reporting process?

If you have come to dread the filing of the P11D forms, then 2027 will be a joyous year for you.

The P11D forms were used to track the benefits ascribed to individuals
within the business so that HM Revenue and Customs could ensure
that they remained compliant with regulations.

In particular, this was the primary way in which National Insurance
Contributions (NICs) were determined as a result of the assigning
of benefits.

The P11D forms needed to be submitted
by 6 July and detail the benefits ascribed
throughout the previous tax year.

In contrast to this, the new system of payrolling BIK requires a more
ongoing process of tracking BIK.

BIK will need to be documented alongside salary payments and

thus will be part of the monthly calculations of tax and NICs. This is
designed to keep BIK within sight for an employer and ensure that
they do not lose track of which employees acquire which benefits.

HMRC is actively working to improve compliance across the board,

and clamping down on accidental misfiling remains a major and
ongoing part of that initiative.
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A consolidated summary of all payrolled benefits must be issued
to employees by 1 June following the tax year.

This will be helpful for employers and employees who can use
this summary to get an accurate overview of the way that BIK
is handled within the business and evaluate the ongoing
effectiveness of any benefits scheme.

It may be necessary to invest in software
solutions to keep on top of the changes
to payrolling BIK.

Seek professional advice before adopting a software
solution to ensure that it will be compatible with
HMRC's system and can remain compliant

with future changes.

More details about the preferred
types of software are set to be
revealed later in the year.



Key dates for the changes

The changes to payrolling BIK will take place from 6 April 2027.

Originally, it was stated that the changes would occur in 2026, but an extra
year has been granted to give businesses time to adapt to the changes.

That is why it is imperative that you make the most of the time given.

It is unlikely that a further delay will be implemented, and full
compliance will be expected from 2027.

Further guidance and details are expected
to be solidified by the end of the year,
and any software specifications will
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Do | need to do anything if | have already
opted in to payrolling Benefits in Kind?

If you have been proactive in opting into the voluntary payrolling of BIK,
then it is important that you register again with HMRC's digital service.

This needs to be done before 5 April 2027 and serves to remind businesses of the new
and expanding obligations they have. As voluntary payrolling of BIK has been an option
since 2016, it is imperative that you check the latest guidance surrounding payrolling
BIK to familiarise yourself with the latest requirements.

Seeking professional guidance can help
you to stay compliant by identifying any
misunderstandings or any policies and
procedures that risk being non-compliant
in the future.
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What data do | need to gather when
payrolling Benefits in Kind?

With the new changes to payrolling BIK, it is
important to implement software that can create
Full Payment Submission (FPS) to be sent to HMRC.

This involves detailing the types of benefits that employees
receive, as well as the financial value of the benefits.

This is particularly pressing when the monetary value may not
be immediately apparent such as in the case of compensated
mileage or when documenting the value of company vehicles.

By ascribing a monetary value to the benefit, it becomes
easier to calculate the tax value of each benefit and
ensure that all taxes and NICs are adjusted accordingly.
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What changes can be made to

communicating with employees?

Rather than waiting for an annual round-up of
benefits, though one will still be necessary, it will
soon be important to communicate details about
BIK every month.

As well as the necessary reporting for HMRC, it will be best practice
to include any information about BIK on an employee’s payslip.

This will be in addition to the year-end summary that should
be issued on 1 June detailing all payrolled BIK values.

This will ensure transparency with employees who
can understand that their benefits have been
appropriately recorded and that any tax or

NICs have been correctly determined.
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How does this impact cash flow?

Strategic planning may be necessary to avoid
employers suffering a hit to their cash flow.

The previous system of handling benefits resulted in a single,
one-off payment after the completion of the P11D form.

The new system will see monthly payments in the form of tax
and NICs, and it is necessary to prepare for this.

While the total amount paid across the year should not change
significantly, the shift from an annual payment to a monthly
one could be disruptive.

However, there is enough time to make the necessary financial
preparations that will enable the business to handle the additional
monthly expenses.

It could be seen as a positive for cash flow as the payments
should be more manageable if they are more regular.
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What does the future hold for
payrolling Benefits in Kind?

As with many compliance changes being enforced by HMRC,
the changes to payrolling BIK will eventually result in penalties
for non-compliance.

The exact nature of these penalties is yet to be revealed, but it is worth making
the effort early to ensure compliance before the changes come into force.

Seeking professional guidance is the best way to stay compliant with all the
changes to HMRC guidelines.

Take advantage of the current voluntary nature of payroll for BIK
and sign up ahead of it being mandatory.

This will allow you to figure out the best practices for staying

compliant while HMRC are not overrun with businesses making
the change at the eleventh hour.

Stay ahead of the changes to payroll for BIK.
Speak to our team today!
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Freedman Frankl & Taylor

chartered accountants & business advisors

Reedham House
31 King Street West
Manchester

M3 2PJ

Q 0161 834 2574
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For information of users: This material is published for the information of clients. It provides only an overview of the regulations in force at the time of publication (September 2025), and no
action should be taken without consulting the detailed legislation or seeking professional advice. Therefore no responsibility for loss occasioned by any person acting or refraining from action
as aresult of the material can be accepted by the authors or the firm.



