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What is it?

If you cannot maintain your current workforce because your operations 

have been severely affected by coronavirus (SOVID-19), you can 

furlough employees and apply for a grant that covers 80% of their usual 

monthly wage costs, up to £2,500 per month, plus the associated 

Employer National Insurance contributions and minimum automatic 

enrolment employers pension contribution on that wage.

• Temporary, initially for 3 months

• Can backdate to 1st March (but only from date affected)  

• The grant does not have to be the same as the payroll



Which Employers can claim?

The scheme is open to all UK employers subject to:

• Must have had a PAYE scheme in place on or before 28th

February 2020

• Must have a UK bank account

• Must be enrolled for PAYE online

It is not expected that many public sector organisations will apply as 

most will continue to receive central funding for staff. This is also the 

case for non-public employers who receive public funding for staff.



Which employees are included?

• Employees on payroll on or before the 28th February 2020

• Employees who you made redundant or stopped working for you 

after 28th February can be re-employed and furloughed

• Employees hired after 28th February cannot be furloughed

• An employee cannot work for you whilst furloughed but can attend 

training (for which you must pay at least the NMW) 

• If you reduce employees hours/pay you cannot claim furlough 

unless they stop working for you

• Salaried Directors can be furloughed (but can only perform duties 

of an officer of the company)



A brief legal mention

• Employers should discuss any furlough arrangement with their 

staff and make any changes to the employment contract by 

agreement.

• Employment, Equality and Discrimination laws will apply in the 

usual way.

• To be eligible for the grant employers must confirm in writing to 

their employee that they have been furloughed. 

• You must keep these records for five years



How much you can claim?

80% of an employees wage up to a maximum of £2,500

• The scheme is a grant to help cover the costs of payroll. It does 

not follow that payroll has to be the same as the grant claimed. 

• You must pro-rata the grant where employees are furloughed for 

part of a pay period

• Minimum claim period is 3 weeks

• Full and part time salaried staff – claim for 80% or employees 

salary as at 28th February

• Employees who pay varies – using a 12 month average claim the 

highest of:

➢ same months earnings from the previous year

➢ Average monthly earnings for the 2019-2020 tax year 



How much you can claim? Cont….

Latest update from Government confirms that you can include any 

regular payments you are obliged to pay your employees when working 

out the claim. This includes wages, past overtime, fees and compulsory 

commission payments. But not discretionary bonuses (including tips) 

and commission payments.

In addition to the furlough pay you can claim for:

• Employer National insurance on the furlough pay claimed

• Employers pension contributions (based upon 3% of qualifying 

earnings for pension purposes)

You cannot claim for Employer NI on top up payments or Employers 

pension contributions above the 3% of QE figure.



Salary Sacrifice

Benefits provided through salary sacrifice, including pensions, that 

reduce taxable pay should not be included in the reference salary.

Therefore is someone's salary before any sacrifice is £30,000 but £2,500 

is sacrificed, then £27,500 becomes the reference pay and therefore 

furlough pay rate is:

£1,833.33 is 80% of the monthly reference pay (£27,500 / 12 x 80%)

The salary sacrifice has not been included in the reference pay so no 

sacrifice deduction is required in payroll for the employee.



Example 1

Jo Bloggs is salaried on £40K p/a, his claim is therefore:

40,000 / 12 = £3,333.33 x 80% = £2,666.67 breaks cap so £2,500

ER NIC is £2,500 - £732 (ET) = £1,768 x 13.8% = £243.98

ER Pension is £2,500 - £520 (LEL) = £1,980 x 3% = £59.40

Total claim £2,803.38



Example 2

Joanna Bloggs has variable pay and her average for the 2019/20 tax 

year was £30,000. She usually salary sacrificed £2,500 towards the 

pension so her reference pay is £27,500

Her claim is therefore:

27,500 / 12 = £2,291.67 x 80% = £1,833.33

No sacrifice in payroll as accounted for in reference pay

ER NIC is £1,833.33 - £732 (ET) £1,101.33 x 13.8% = £151.98

ER Pension is £1,833.33 - £520 (LEL) = £1,313.33 x 3% = £39.40

Total claim £2,024.71



How to claim

When ready HMRC will launch a dedicated web portal for employers to 

make claims. It is unknown at this time if agents will be allowed to 

process claims on behalf of clients.

You will need:

• Your PAYE reference

• The number of employees being furloughed

• The claim period

• Amount claimed

• Your bank account details

• Contact name

• Contact number



After you have claimed 

You should make your claim either shortly before or during running the 

payroll.

Claims can be backdated until the 1st March but only where employees 

ceased working for you and were furloughed, or you had terminated 

them but have subsequently re-hired then so you can furlough them.

HMRC will check your claim, and if you are eligible, pay it to you by 

BACS to a UK bank account.

You must keep your records for 5 years as HMRC reserve the right to 

audit claims.



Thank you for attending, any Questions?

All details represent the views and interpretation of the scheme by Nick Butler and do not constitute professional advice by James 

Cowper Kreston.


