
Payment In Kinds 
 

A payment in kind (PIK) will increase an employee’s taxable gross wages without affecting the 
gross earnings.  A payment in kind can be set up as a deduction or as a pay code, depending 
on how it will be used. 
 
Setting Up a Payment In Kind as a Deduction: 
1. From the Payroll screen, select the Maintenance menu and then Deductions.  Set up the 

new deduction selecting Payment In Kind as the Deduction Type and completing the other 
fields as normal.  See Diagram A. 

2. Set up the new deduction for the payment in kind in the Employee File for the applicable 
employee(s).  From the Payroll screen, select the Maintenance menu and then 
Employees.  Enter the ID of the employee for which to add the new deduction in the 
Employee ID field or click the Find button to select the correct employee; then click the 
Deductions tab.  Click the New Record button and complete the appropriate fields of 
information.  See Diagram B. 
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Select Payment In Kind as the Deduction 
Type to increase an employee’s gross taxable 
wages, but not affect the gross earnings. 

Click the Save button after entering all 
the information for the new deduction. 

The deduction sequence 
for a payment in kind 
should be in the 200s. 

For the new deduction, select the 
applicable taxes for which to increase 
the gross taxable wages.  In this 
example, the gross taxable wages for 
all taxes will be increased. 

The Payee Check Information section 
is disabled for payment in kinds. 

Diagram A 

Select the pay codes that 
will allow this deduction. 



 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

  

 
 
 
 
3. When the payroll is processed, the new deduction for the payment in kind will be 

automatically calculated and the taxable gross wages for the applicable taxes will be 
increased by the amount specified in the Employee File.  See Diagram C. 

Diagram B 

B 

Diagram C 

The PIK did not increase 
the gross earnings. 

The PIK increased the taxable gross wages for FIT and SIT by 
$250.00 (5,833.33 (Gross Earnings) - 17.50 (CANCER 125) - 300.00 (NWEST TSA) 
- 366.92 (RETIREMENT) + 250.00 (RENT (PIK)) = 5,398.91). 

The PIK increased the taxable gross wages for Social Security and Medicare 
by $250.00 (5,833.33 (Gross Earnings) - 17.50 (CANCER 125) + 250.00 (RENT (PIK)) = 6,065.83). 

The PIK increased the taxable gross wages for 
FUTA, SUTA, and Workers Comp by $250.00 
(5,833.33 (Gross Earnings) + 250.00 (RENT (PIK)) = 6,083.33). 

After entering the information for the 
new deduction, click the Save button. 

Specify the correct Rate Type and then enter the 
amount, percentage, or rate in the appropriate field.  
In this example, the payment in kind is set up with a 
rate table (in the Deduction File) and so Fixed Table 
is selected as the Rate Type and Rate 1 is entered 
as the Rate Description for Every Pay Period. 

When setting up a payment in kind deduction in 
the Employee File, only the Employer section will 
be completed (the Employee section is disabled). 

Enter the ID of the payment in kind in the Deduction 
ID field, or click the down-arrow button to select it. 



Setting Up a Payment In Kind as a Pay Code: 
1. From the Payroll screen, select the Maintenance menu and then Pay Codes.  Set up the 

new pay code selecting Payment In Kind as the Pay Code Type and completing the other 
fields as normal.  See Diagram D. 

 

2. When needed, to have the payment in kind included in the payroll calculation for an 
employee, make an entry in a Pay Period Entries batch using the pay code for the payment 
in kind.  See Diagram E. 

Note:  The pay code for the payment in kind does not have to be setup in the Employee 
File prior to making the entry in the Pay Period Entries batch.  

3. When processing the payroll, select to include the applicable Pay Period Entries batch so 
that the specified taxes will be increased by the amount designated in the entry.  See 
Diagram F. 
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Diagram D 

Select the Pay Code Type of Payment In Kind to increase 
the taxable gross wages, but not affect the gross earnings. 

For the new pay code, select the 
applicable taxes for which to increase 
the gross taxable wages.  In this 
example, the gross taxable wages for 
only FIT, SIT, Medicare, and Social 
Security will be increased. 

Click the Save button after entering all 
the information for the new pay code. 

If desired, enter a default rate for the payment in 
kind in this field if the same rate will apply for all 
employees.  For example, if a payment in kind is 
being setup for a meal reimbursement for lunch 
which did not require an overnight stay and all 
employees are reimbursed the same rate for 
lunch, enter that amount in the Default Rate field. Leave the Default Expense Accounts field 

blank as it does not apply to payment in kinds. 
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Diagram E 

Click the Save button to save the entry. 

Enter the ID of the payment in 
kind in the Pay Code ID field. 

If the payment in kind does not have a Default Rate specified in the 
Pay Code File, leave the Units field blank and enter the amount for 
the payment in kind in the Dollars field.  In this example, an entry was 
made for the payment in kind for Kathy Jackson to increase the gross 
taxable wages by $425 for the applicable taxes (those taxes that are 
cross referenced). 
 

Otherwise, if the payment in kind does have a Default Rate entered 
in the Pay Code File, enter the number of units to include for the 
payment in kind in the Units field and the system will automatically 
calculate the dollars and display the total in the Dollars field. 

Diagram F 

The PIK did not increase 
the gross earnings. 

The PIK increased the taxable gross wages for Social Security and Medicare by 
$425.00 (4,316.66 (Gross Earnings) - 10.50 (CANCER 125) - 150 (HSA) + 425.00 (PIK) = 4,581.16). 

The PIK increased the taxable gross wages for FIT and SIT 
by $425.00 (4,316.66 (Gross Earnings) - 10.50 (CANCER 125) - 50.00 (EQ-LIFE) 
- 271.52 (RETIREMENT) - 150 (HSA) + 425.000 (PIK) = 4,259.64). 


