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Tax efficient payment of benefits in kind (BIKs) and certain emoluments
A benefit in kind is any non-cash benefit of monetary value that employers provide for an employee.
As the benefits have monetary value, they must be treated as taxable income and are subject to
payroll taxes (income tax, PRSI and USC) usually collected through the PAYE system.
However not every benefit received by the employee is a taxable benefit in kind, and there are some
emoluments, whether in the form of BIKs or an amount of cash, that can be received either free of
tax or in a tax efficient manner.
Below is a summary of some of the main “every day”, tax efficient methods by which employers can
reward employees:
1. Pension contributions
Employers may contribute to a pension scheme for their employees. This is not a taxable benefit in
the hands of the employee, meaning that the employer need not deduct income tax, USC or
PRSI from employer contributions if the scheme is either:



a Revenue approved superannuation scheme, or
a Personal Retirement Savings Account (PRSA).

Another important point to note is that the employer need not operate employers PRSI on such
payments, which represents a saving of up to 10.85% of the value of the contribution for the
employer.
2. Travel passes
Employers may provide a monthly or annual travel pass to their employees. Travel passes can include
bus, train, luas and ferry services. This is not a benefit in kind so the employer need not deduct
income tax, USC or PRSI. Please note however that where the passes cover car parking charges, those
charges will be taxable as a BIK.
3. Salary sacrifice arrangements
The term salary sacrifice is generally understood to mean an arrangement under which an employee
forgoes the right to receive any part of his or her remuneration due under his or her terms or
contract of employment and in return his or her employer provides a benefit of a corresponding
amount to the employee. Irish tax law generally provides that where an employee forgoes salary
payable under an existing contract of employment in exchange for a benefit, the employee remains
taxable on the “gross” income payable. The salary sacrificed will be considered to be an application
of income earned by the employee, not an expense incurred by the employer.
An example of a salary sacrifice arrangement would be where an employer takes a portion of an
employee’s salary otherwise receivable in cash and instead provides the employee with a benefit
equal in value to the amount of salary sacrificed. If the employee earns a salary of €40,000 and the
benefit costs €1,000, the employer provides the employee with the benefit costing €1,000 and
correspondingly reduces the employee’s salary by €1,000. The gross taxable value of the
remuneration received by the employee (€40,000) does not change in this instance.
However, there are three salary sacrifice arrangements, which may benefit from an exemption to
tax. These are:
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travel passes
shares passed to the employee under an approved profit sharing scheme, and
bicycles bought through the Cycle to Work Scheme

An example of one of the above salary sacrifice arrangements would be where an employer takes a
portion of an employee’s salary otherwise receivable in cash and instead provides the employee with
a bus pass equal in value to the amount of salary sacrificed. If the employee earns a salary of €40,000
and the bus pass costs €1,000, the employer provides the employee with the bus pass costing €1,000
and correspondingly reduces the employee’s salary by €1,000. The gross taxable value of the
remuneration received by the employee is reduced in this instance to €39,000.
If such a salary sacrifice arrangement is put in place, details of this change in employment conditions
must be recorded in writing.
4. Long service awards
Employers may make a long service award to employees and this award will not be a taxable benefit
if it meets all of these conditions:





the award is made to mark long service of not less than 20 years
the award is a tangible item (that is, not vouchers, bonds or cash)
the cost is not more than €50 for each year of service
no similar award has been made to the employee within the previous five years.

If these conditions are not met, employees must pay income tax, PRSI and USC on the value of the
award.
5. Staff discounts
Employers may give their employees a discount on goods that the employer provides. This is not
a benefit in kind if:



the amount paid by the employee is equal to or more than the cost to the employee, and
the goods cannot easily be changed into money.

If the employee pays less for the goods than the employer paid for them, this is a benefit in kind.
They must pay income tax, PRSI and USC on the difference in cost.
Employers may also provide their employee with an in-house voucher or discount for their past or
future purchases. This is a benefit in kind and they must pay income tax, PRSI and USC on it.
6. Food and entertainment
Entertainment expenses
Employees may have to pay for entertainment as part of performing the duties of their employment.
Repayment of those entertainment expenses is not a BIK.
Seasonal parties and other inclusive events
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Employers may provide seasonal parties, special occasion meals or other inclusive events, such as
sports days for employees. The cost of these events are not a BIK, provided the expenses are
reasonable and available to all employees.
7. Computers, phones and internet provided to employers
Internet, computers, phones and work related supplies
Employers may provide certain technological devices and systems, and other work related supplies
to your employee, for example:





laptops and hand-held computers
home high-speed internet connection
computers and other equipment provided in your employee's home
work-related supplies (office accommodation, furniture, supplies or services).

These devices and systems will not be treated as benefits in kind if supplied for business use, and
private use is minimal.
Telephone provided by the employer
Employers may provide a dedicated home telephone line or mobile phone to an employee
specifically for business use. If the employer keeps ownership of the telephone line, this is not a
benefit in kind. Any private use by your employee should be minimal.
Use of own telephone for business purposes
Employees may use their own personal telephone line or mobile phone for business purposes. If the
employer repays an employee for these costs, this is not a benefit in kind. The repayment may
include a portion of their line rental and the employer must keep records of calculations of line rental
refunds for inspection by Revenue.
On call outside normal working hours
Employees may use their own personal telephone line or mobile phone while on call outside normal
working hours. Employers may repay their employees up to 50% of the cost of their bill, inclusive of
line rental. If there is no other business use of the phone, this is not a benefit in kind.
8. Small benefits e.g. Christmas vouchers
Employers can give employees a small benefit of up to €500 in value, tax free, each year. This benefit
must not be in cash.
If more than one benefit is given in a year, only the first one qualifies for tax free status. Unused
allowance amounts cannot be carried over to another tax year.
Tax free vouchers or benefits can be used only to purchase goods or services. They cannot be
redeemed for cash.
9. Other items
Under certain circumstances and subject to certain conditions being met, it may be possible to
provide employees with the following benefits without a liability to tax arising for the employee:
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Sports and recreational facilities from the employer’s premises
Certain car parking facilities
The cost of work-related examinations and courses
Professional subscription fees in limited circumstances
Newspapers connected to the business of the employer

As the taxes collected via the PAYE system (income tax, USC and PRSI) comprise a large portion of the
total taxes collected Revenue, significant efforts are undertaken by Revenue to ensure that
employers comply fully with their PAYE-related responsibilities. Tax advice should therefore be
requested at the appropriate time.
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Marie Bradley, Bradley Tax Consulting
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+353 1 400 4123
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