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07 July 2026


Dear [Employee name]
Important Update to Your Benefits in Kind and Payroll
I am writing to notify you about an upcoming change to the way your employee benefits are reported and taxed.
As a result of new legislation from HM Revenue & Customs (HMRC), all UK employers are legally required to transition from annual P11D reporting to a live, real-time system called Payrolling Benefits in Kind (BIK). This change will be phased in, with Phase 1 taking effect on 6 April 2027.
What is changing?
Historically, the value of your benefits was reported to HMRC at the end of the tax year via a P11D form, which often resulted in an estimated adjustment to your tax code for the following year.
Under the new HMRC rules, the cash equivalent value of your [insert benefit, e.g. company car, car fuel, van, van fuel, private medical insurance] will instead be processed directly through our payroll software.
How does this affect you and your pay?
· Real-time tax deductions: The value of your benefit will be added to your gross pay figures on your payslip each period, so Income Tax can be calculated and deducted accurately in real time.
· You're not being taxed twice: HMRC will issue you an updated tax code that removes the previous year-end benefit adjustments, so you only pay the exact tax due as you receive the benefit.
· Temporary crossover: During the crossover year, you will finish paying tax on your 2026/27 P11D benefits while starting to pay tax on your 2027/28 benefits at the same time.
· Clearer payslips: Your take-home pay will reflect your actual tax liabilities more consistently, reducing the risk of unexpected underpayments or overpayments at the end of the tax year.
What do you need to do?
You do not need to take any action, the transition will be handled automatically by our payroll/HR team.
However, we recommend logging into your official HMRC Personal Tax Account to monitor your updated tax code once Phase 1 goes live in April 2027, and keeping a close eye on your payslips during the first few months of the transition to make sure everything looks correct.
If you have any questions about how your specific benefits will be handled under the new system, please contact the HR or Payroll department at [Email Address / Phone Number].
Best regards,
[Your Name] 
[Your Title] 
[Company Name]


