Key Furlough
Facts
from HMRC
Job Retention Scheme
(JRS)

C H A R T E R E D A C C O U N TA N T S

What is
Furlough?
Due to the COVID-19 pandemic, Furlough leave has
been introduced by the UK government as a means to
keep employees on the payroll without them being
required to work.
+

This is diﬀerent to being laid oﬀ without pay or
being made redundant.

+

A grant may be available to employers to help fund
the employee wages, where they are furloughed.

+

This is a temporary scheme for 3 months but may
be extended if needed.

Who can claim?
The current detail is limited however the Government
have stated that all UK employers can beneﬁt from the
scheme, even owner-managed businesses who have
created and started a PAYE payroll scheme on or before
28 February 2020.
There is no conditionality related to having suﬃcient
funds which for example have been applied to the
business interruption loans.
Directors of owner-managed businesses can make a
claim from the JRS. Eﬀectively they will be furloughing
themselves with the understanding that they do no
income generating work for their business but can
continue to run the business from a statutory
perspective, for example preparing their accounts and
returns.
The following employers would therefore qualify:
+

Businesses

+

Charities and not-for-proﬁt organisations

+

Parents employing nannies

+

Public sector organisations, although the
government expects that most of them will still have
the majority of employees working in frontline
services.
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Which employees
are eligible?
To claim for an employee that you decide to furlough,
they must have appeared on your payroll as at 28
February 2020, but can be employed with any type of
contract i.e. full/part-time etc. Some will ﬁnd this unfair,
especially where people are transitioning between jobs,
but at the moment this is the guidance.
The scheme also covers employees who were made
redundant after 28 February 2020, as long as they are
rehired by their employer.
Employees on unpaid leave cannot be furloughed,
unless placed on unpaid leave after 28 February.
Employees on sick leave or self-isolating should get
Statutory Sick Pay, but can be furloughed after this,
whilst employees who are shielding in line with public
health guidance can be placed on furlough.
If the employee is on maternity leave and receiving
maternity pay SMP or maternity allowance this will
continue. However, if you top the statutory payment up
this can be claimed back through the furlough scheme
as long as both parties agree; this also applies to other
statutory payments such as Statutory Adoption Pay.
Deemed employees – those subject to the oﬀ-payroll
rules in the public sector, would have to claim based on
the non-taxable salary extracted from their PSC. This is
not entirely clear in the guidance but as they are not
employees of the public sector engager they appear to
fall outside the JRS from the engagers perspective.
Workers engaged under a contract for services, ie sole
traders being paid gross via an invoice, will have to
claim under the self-employed support scheme.
PLEASE NOTE: JRS does not override employment law.
The employer must mutually agree with an employee,
ideally in writing as it's a contact change, that the
employer is designating them as furloughed (there is no
work for them due to COVID-10) and what the
employer is planning to pay them whilst furloughed.

Making a claim
Employee
salaries and
entitlements
The grant will be the lower of £2,500 per month per
employee or 80% of gross regular wages plus
employer NIC on the grant ﬁgure plus 3% employer
pension contributions on the grant ﬁgure using the
qualifying earnings threshold. The apprenticeship levy
can't be reclaimed.
The employer can top this grant up but they are not
obliged to do so.
When calculating claim values for directors of ownermanaged companies you can only consider the salary
that has been subject to PAYE, not any dividends paid
to those directors.
If your employee reduces their hours, then they are
still deemed to be working for you, so the scheme will
not apply.
If your employee has more than one employer they
can be furloughed for each job. Each job is separate
and the cap applies to each employer individually.
A furloughed employee can take part in volunteer
work or training, as long as it does not provide
services to, or generate revenue for, or on behalf of
your organisation.
Employees that have been furloughed have the same
rights as they did previously. That includes Statutory
Sick Pay entitlement, maternity rights, rights against
unfair dismissal and to redundancy payments.
The government has also announced changes to
carrying over annual leave, allowing workers up to 2
years to take unused holiday, for more info click here

The reclaim amount which will be repaid into
employers' bank accounts by Bacs, is likely to be in
arrears and can be up to 80% of an employee's
regular wage plus on-costs. Therefore a maximum
amount that can be claimed is £2,500 salary plus oncosts for employer's National Insurance and the
required minimum pension contributions.
Employers will need to pay 80% of normal, regular
salary without bonuses, commission etc. included or
£2,500 whichever is lower. HMRC recognises more
guidance will be needed on the calculation of the NI
and pension contributions on the subsidised wages
paid, so more on this to come.
There are a couple of calculation methods for those
on variable pay, either the same month's earnings in
the previous year, or average monthly earnings for the
year (pro rata for less than a year).
As a worker will have been furloughed National
Minimum Wage and National Living Wage will not be
relevant unless training is being undertaken whilst
furloughed.
Once the scheme has been closed by the government,
HMRC will continue to process remaining claims before
terminating the scheme.
Payments received by a business under the scheme
are made to oﬀset these deductible revenue costs.
They must therefore be included as income in the
business's calculation of its taxable proﬁts for Income
Tax and Corporation Tax purposes, in accordance with
normal principles.
Businesses can deduct employment costs as normal
when calculating taxable proﬁts for Income Tax and
Corporation Tax purposes.
There are a number of data items that HMRC will
require when making a claim via their portal. It isn't
yet clear what the portal might look like, or the format
required for the data.
We await further clariﬁcation on this.
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Frequently
asked
questions
Which employees does the JRS apply to?
It applies to all employees.

How exactly will the employer get the
reimbursement?
HMRC are to set up a new portal - details of this have
not yet been published but it is anticipated to be in
place around 21 April.

Is this time limited? – ie only paid for 6
months?
The scheme is currently anticipated to last for 12
weeks to 19 June 2020.

Do you process through payroll as normal?
Our understanding is that you will process your payroll
as normal and then claim back the grant through the
scheme portal when it is launched.

Do we have to furlough all of our employees or
can it be done on an individual basis?
We understand it can be done on an individual basis,
however, you need to be aware of employment law,
particularly around discrimination.

Does it need to be paid back in the future?
No, it is a grant. The money is not a loan.

Can we claim a grant for part-time employees?
It is applicable to all employees, full and part time.
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Regards the reclaiming 80% of furlough
employees' wages. How will this work? What
counts as 'wages' e.g. what about employer
contributions? What evidence will be required?
The ICAEW (Institute of Chartered Accountants in
England and Wales) comments that they understand
this ﬁgure to be the salary, plus pension and
employers NIC.

Is it OK for employers to back date the 80%
March payment values in April payroll/tax year
2020/21 or does it all have to be completed on
the March payroll tax year 2019/20?
Our understanding is that furloughing applies from the
date that you notify your employees that they are
being furloughed, not the date that you make the
payments. Our suggestion would be to notify your
employees now that you intend to furlough, with the
amount that you intend to pay.

If a worker is furloughed, can they be brought
back into work early? Example: Company X is
operating at 60% capacity due to Covid-19 and
furloughs 40% of staﬀ. A week later company
X then loses 10% of staﬀ due to illness/selfisolation. Can 10% of staﬀ be brought out of
furlough to cover the gap whilst the ill/selfisolating 10% is on SSP?
Yes, we believe you can bring back your employees
early. Our suggestion would be to furlough the
member of staﬀ until the 19th of June and also notify
them that you reserve the right to bring them back in
to the business at any time.

It says that a furloughed employee is not
"working" for their employer, but what if
that employee gets temporary work
elsewhere. Should there be a restriction to
say you can't work for an employer that you
were not already working for?
Our understanding is that they would no longer be
a furloughed employee. They would be an
employee of someone else. We would recommend
clariﬁcation from an employment lawyer on this point.

For owner/Directors who are on the payroll,
will they be treated as employees or selfemployed?
We are concerned that this group of employees may
be unfairly treated, even though for PAYE purposes
they have been treated as an employee. Legally
Directors of a limited company are employees. Where
a Director takes remuneration through salary and tops
this up with dividends, on reading the document
published by the Government it would read that the
80% would only be based on their PAYE income and
not the dividends. Further clariﬁcation on this is still
being worked through by Government.

There are currently waiting times of 1 ½ hours for
HMRC. This is understandable. The application
process needs to be made as easy as possible.
Could Accountants be used more to assist with
this and could we not verify applications for
HMRC. Alternatively could the 80% salary grant
not be made available via the payroll systems that
are already in place?
We are currently awaiting for further clariﬁcation on
agents being able to submit returns for our clients.
HMRC are aiming to have the portal ready for around
21 April 2020.

What happens if the employer wants to keep the
employee working but cannot oﬀer full time work
(e.g. full time employee working 50% of normal
time). Is this scheme an all or nothing
arrangement?
The scheme is not applicable in this situation. You will
need to come to an agreement with the staﬀ member
to accept a lower level of income in return for a lower
amount of work. However, given the scheme provides
for 80%, I am not sure why an employee would sign
up to anything less. The scheme is intended to allow
employers to retain employees they wish to retain
rather than have to pay them oﬀ when there is no
work for them to do as a result of the economic
downturn as a result of the COVID-19 pandemic.

What happens if post COVID crisis the company
then doesn't take the employee back on – is there
any issue/repayment for the employer?
As yet this is not clear - we are awaiting publication of
the details of the scheme. However, you will have to
take on the member of staﬀ at the end of the period
unless it is extended. Should you then need to make
that employee redundant then you would need to
follow the process required by law to lay that member
of staﬀ oﬀ.
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