
What is furloughing?

▪ Furloughing is a process by which an employee is kept on a company’s payroll for a period of time during which they
cannot undertake work for the company.

▪ Employees that have been furloughed have the same rights as they did previously, including statutory sick pay rights,
maternity rights, other parental rights, rights against unfair dismissal and to redundancy payments. They will also
accrue holiday during the furlough period.

What is the Coronavirus Retention Scheme?

▪ This is a temporary scheme that has been announced to help businesses during the Covid-19 pandemic to safeguard
against redundancies. It is expected to be up and running by the end of April.

▪ All UK employers with a PAYE scheme in place on or before 28th February 2020 will have access to scheme.

▪ It allows employers to access support to continue paying part of their employees’ salaries where without this support
they would have been made redundant.

▪ The scheme has been backdated to 1st March and is available for 3 months at which point it will be reviewed.

▪ The scheme applies to all UK businesses and all types of contracts including full and part-time.

▪ To be eligible employees must have been on the payroll on 28th February 2020.

▪ HMRC will reimburse 80% of regular wages or £2,500 per month (whichever is lower), plus the associated National
Insurance Contributions (NIC) and minimum automatic pension contributions on the subsidised wage. The employer
can opt to top the salary but will not be reimbursed for the NIC and pension contributions on the top up.

▪ The scheme does not apply to employees who are working reduced hours or for reduced pay or those who are on
unpaid leave which started before 28th February 2020.
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How will the scheme work?

▪ Employees should be notified in writing and agree to being furloughed. Where changes to contracts are required,
these are subject to employment law and legal advice should be sought where necessary.

▪ It is strongly recommended that comprehensive records are kept detailing reasons for furloughing and which
Government advice was in place when the decision to furlough was made.

▪ Employees can be furloughed for a minimum of 3 weeks.

▪ Details of the furloughed worker(s) must be entered on a dedicated HMRC online portal for this scheme. This is
currently not yet live but is expected to be released soon.

▪ For full and part-time employees, the employees’ actual salary before tax, as of 28th February 2020, should be used to
calculate the 80%. Fees, commission and bonuses should not be included.

▪ Where pay varies, it is recommended you refer to the full guidelines as the calculations are dependent on the length of
time of employment.

▪ The scheme pays a grant (not a loan) directly to the employer through an online claiming system. Only one claim can
be made at least every three weeks. The online claiming system is currently being developed.

▪ For Income and Corporation Tax purposes the re-imbursements must be included as income in the business's accounts.

Please note that this guidance was compiled on 27th March 2020 based on the available information. There are still a number of
questions regarding the furloughing process, but as soon as further information is available, we will update the guidance.

https://www.gov.uk/guidance/claim-for-wage-costs-through-the-
coronavirus-job-retention-scheme
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