
Use this decision flowchart to determine whether you should consider an application for a PSA contract with HMRC

Do you need a PAYE Settlement Agreement (PSA)?
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Does your company 
have a PSA in place 
with HMRC?

Excluded expenses
Can you identify
whether costs
may be excluded
under one of the
various exemptions,
eg staff canteen,
annual events,
trivial benefits, long
service awards, etc?

Staff expenses
Are you able to
readily distinguish
between staff
entertaining, client
entertaining, and
subsistence?

Accurate reporting
Are you confident
that all expensed
items are correctly
coded in your
general ledgers
to allow accurate
reporting for PAYE,
NIC, VAT and  
Corporation tax?

Additional staff/
employee benefits
Do you provide
benefits to
employees of third
parties, or do your
employees receive
gifts from any third
parties?

There are specific 
arrangements for 
reporting these costs. 
You should ensure that 
your obligations have 
been considered.

Find out more about 
PSA’s on our website

You may need to 
consider whether 
any benefits are 
provided that are 
not reported on 
P11D or via payroll.

Incorrect tax
payments
This can lead
to under or
overpayments of
income tax, as
well as VAT and
Corporation Tax.
Processes should be
reviewed to ensure
accurate recording.

Under reporting
benefits
In the absence
of a PSA, you
may be at risk of
under reporting  
benefits to HMRC.

We recommend
you review costs 
to establish if you 
require such an
agreement.

Exemptions/
incorrect
calculations
You may be
including costs
within your PSA
calculations
unnecessarily.
Approach to the
exemptions should
be considered.

Reporting errors
In the absence of
accurate coding of
costs, it is likely that
errors will occur in
your returns. We
have data analytics
tools to help review
the coding.

If you have a PSA in 
place, there may be 
value in reviewing your 
processes to ensure that 
you are reporting the 
correct amount of tax, 
without overpaying. 
We can discuss with 
you how a review may 
benefit your business.
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Does your 
company provide 
any benefits 
or reimbursed 
expenses, 
eg staff 
entertaining, 
staff incentives 
or staff gifts?
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