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What is the Coronavirus Job Retention 
Scheme?
Under the Coronavirus Job Retention Scheme 
(CJRS), all UK employers with a PAYE scheme 
will be able to access support to continue paying 
part of their employees’ salary for those that 
would otherwise have been laid off during this 
crisis.

This applies to employees who have been asked 
to stop working, but who are being kept on the 
payroll, otherwise described as ‘furloughed 
workers’. HMRC will reimburse 80% of their 
wages, up to £2,500 per month. This is to 
safeguard workers from being made redundant. 

The CJRS will cover the cost of wages or 
employees that have been furloughed since 1st 
March. The scheme has now been extended to 
31 October 2020 with changes to the scheme to 
come into effect from 1 August 2020. 

All UK-wide employers with a PAYE scheme will 
be eligible: this includes the public sector, Local 
Authorities and Charities. 

Visit our website for the latest updates:
www.carpenterbox.com/coronavirus

Who can be furloughed?
• Workers who were in employment on or before 

19 March. Any employees that were made 
redundant from 1 March can be reinstated 
to the payroll and instead be reclassified as 
furloughed workers. Employees taken on after 
20 March cannot be furloughed under the 
scheme. 

• Company directors (see the guidance in later 
section)

• Salaried members of LLPs: this only applies to 
members which are classified as employees 
for tax purposes

• An employee who is shielding in line with 
public health guidance if they are unable to 
work from home and you would otherwise 
make them redundant. Employees receiving 
Statutory Sick Pay (SSP) cannot be furloughed. 
They can be furloughed once SSP ends.

• Employees that are unable to work due to 
caring responsibilities (e.g. looking after kids) 

http://www.carpenterbox.com/coronavirus
https://www.carpenterbox.com/coronavirus/


Changes from 1 August
From 1 August 2020 furloughed employees will 
be able to return to work part time. 

Employees will continue to receive 80% of their 
salary for the scheme duration but the employer 
may not be able to reclaim that in full from HMRC 
from 1 August. The employer will be required 
to fund a portion of the 80% salary payment to 
their staff. Full details on how the cost of salary 
payments will be shared is expected soon.

Additional points
• The minimum furlough period is 3 consecutive 

weeks. An employee can be furloughed 
multiple times, but each occasion must be for 
a minimum of 3 consecutive weeks.

• Employees cannot undertake any work for you 
whilst furloughed, though they can study. 

• Employment rights are unaffected whilst 
furloughed.

• It is likely that the CJRS will not interrupt an 
employees’ continuity of service. Likewise, 
annual leave will continue to accrue whilst 
staff remain employed.

• The grant is taxable in the hands of the 
employer, but the wage costs remain tax 
deductible, so should be neutral. 

• Should the business decide, at a later point, 
that redundancies are still necessary, they 
should take legal advice at that stage on the 
associated risks.

• Employees can take on another job whilst 
furloughed, subject to the terms of their 
existing employment contract.

• The grant is a reimbursement by HMRC of 
salary costs paid to furloughed workers, so 
employers may face cash flow issues in paying 
these workers.

Do let us know if you need financial support 
for this as there are a number of options that 
may be open to you, including the Government’s 
Coronavirus Business Interruption Loan.

Employers will need to:
1. Designate affected employees as ‘furloughed 

workers,’

2. Notify those employees of this change 
in writing and keep this as evidence for 
a period of 5 years – changing the status 
of employees remains subject to existing 
employment law and, depending on the 
employment contract, may be subject to 
negotiation. Note if you have more than 
20 employees whose contracts need to be 
changed a more formal consultation process 
will need to be done and we recommend legal 
advice at this point.

3. Please note it is the employer’s choice 
to furlough and not the employee. If the 
employee requests to be furloughed, the 
employer can refuse to agree e.g. if there is 
still work for them to do.

4. Employers then need to submit information 
to HMRC about those employees who have 
been designated as ‘furloughed’ and their 
earnings via a new online portal which is 
being set up.The amounts declared on payroll 
must be the amount actually paid to the 
employee, not their usual salary. If therefore 
an employees pay is being reduced to 80%, 
that is the amount that should be declared.

5. A claim can be made to HMRC at the same 
time the payroll is run, or shortly before. 
HMRC will then reimburse 80% of gross 
salary for each ‘furloughed worker’ up to a 
cap of £2,500 per month per worker, PLUS 
Employer’s National Insurance and minimum 
auto-enrolment contributions. Exactly when 
these funds will be available is currently 
unknown but is expected to be later in April. 
We will advise you when the Portal is live.

6. Furloughed employees could be paid 80% of 
their pay or higher if the employer chooses 
(bearing in mind the CJRS will reimburse a 
maximum of 80% of £2500 per employee).

Furloughed workers
If your business has been severely affected 
by the by the COVID-19 pandemic and you 
were about to make employees redundant, 
the CJRS offers the alternative of ‘furlough’. 
The ‘furloughed workers’ will be on ‘furlough 
leave’. During this time, they will continue 
to be employed by the employer, but they 
will not be required to work for a temporary 
period of time.



How much an employer can claim 
(subject to the £2,500 cap)
• Salaried employees with no variance in pay: 

80% of salary as at 28 February

• Employees with variable should be calculated 
as the higher of the below:

 » The same month’s earnings in 2019

 » Average monthly earnings from the 2019/20 
tax year

• If employees are required to study whilst 
furloughed, they must be paid at least National 
Minimum Wage for compulsory time spent 
studying, even if this is more than 80% of 
normal earnings. 

• The grant is pro-rated if the employee is only 
employed for part of the pay period. There is no 
indication that there is any pro-rata for part time 
employees, just those employed for part of the 
period.

• In addition to basic pay, amounts the employer 
is obliged to pay are also included. This can 
include overtime, commissions and bonuses.

• Amounts that are discretionary cannot be 
included. This will include discretionary 
bonuses and commissions.

• Employers’ NI and minimum AE contributions 
will be reimbursed in addition to the £2,500 
cap, but only on the gross salary being 
reimbursed under the scheme. Employers that 
choose to ‘top-up’  employees pay will still be 
liable to Employer’s NI and AE contributions on 
that element.

• Non-monetary benefits or amounts sacrificed 
under salary sacrifice schemes cannot be 
included. Anyone that participates in a salary 
sacrifice scheme will therefore be subject to 
the 80% on the lower sacrificed salary. In the 
circumstances employees can consider opting 
out of salary sacrifice arrangements.

• In some cases 80% pay make take an 
employee below National Minimum Wage 
(NMW). NMW doesn’t apply in these 
circumstances as the employee is not working. 
NMW will however need to be paid for time 
spent training.

Key points for employers

• Ensure that you document your thought 
processes and discussions when 
deciding which employees are to be 
designated at ‘furloughed’. Treat it as 
if it is a redundancy situation and think 
about how you would need to evidence 
your decision.

• Your decision on who to furlough must 
be based purely on business reasons. 
You cannot furlough employees due to 
age, gender, disability or any other type 
of characteristic in line with the Equality 
Act 2010.

• Consider if putting employees 
on furlough leave is absolutely 
necessary and reasonable to do in the 
circumstances. Again, make sure you 
record your reasons (in writing).

• Ensure that you notify employees being 
designated as ‘furloughed’ in writing, 
giving your reasons, making clear any 
terms that will apply during this period, 
and offering reassurance that financial 
support via the CJRS will be available.

• The CJRS is a reimbursement scheme 
so the employer will have to make the 
payments to employees first and then 
seek reimbursement from HMRC.

• Be understanding that there may be 
groups of employees that feel hard 
done by e.g. those who are genuinely 
sick with the Coronavirus, those having 
to self-isolate as a family member 
is sick, the over 70s and those in 
vulnerable groups who are only entitled 
to SSP or contractual sick pay (which 
may be less than 80% pay) and they feel 
it is unfair that those ‘furloughed’ are 
getting much more.

The overall message is that the Government will provide assistance to both employers and employees. 
They are urging businesses not to make permanent redundancies.



Now, for tomorrow
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Further information
For further information or advice please get in touch 
with your usual MHA Carpenter Box contact or a 
member of our Business Services team on  
01903 234094.

Please note that this information is based on Government guidance at 12 May 2020.  
For the latest updates visit: www.carpenterbox.com/coronavirus

Company directors
It has been officially confirmed that company 
directors can be furloughed just like other 
employees.

In the event the company (or rather the directors 
of the company acting as a board) decides to 
furlough one or more directors, this will need to 
be recorded in the company’s official records. 
The decision should also be formally recorded in 
writing to the director in question.

Responsibilities

It has also been confirmed that if furloughed, 
a director cannot perform the normal 
responsibilities of their ‘job’ in the company. 
They cannot conduct any revenue generating 
activities or provide any services to the company.

They can however fulfil the statutory obligations 
they owe to the company as required under the 
Companies Act. This is however qualified that 
they may not do any more than would reasonably 
judged necessary for that purpose.

This could prove practically difficult for directors 
of some companies. If furloughed, a director will 
not be able to carry out activities such as:

• Taking customer calls

• Liaising with suppliers

• Planning marketing efforts

In some cases in may be that such 
responsibilities are undertaken by a remaining 
director. In the case of companies with a sole 
director being furloughed, this would effectively 
result in that business being closed for the 
furlough period.

Salary, not dividends

To put the matter beyond doubt, the amount that 
can be claimed under the scheme only applies to 
salary under PAYE. Dividends are not taken into 
account.

So whilst the CJRS can be of benefit directors of 
owned-managed companies, the benefit will be 
somewhat limited.

Many owned-managed companies will pay 
directors a small salary under PAYE, therefore the 
amount that can be claimed may be quite small. 
Many small companies may also find practical 
difficulties in furloughed directors not being able 
to undertake their normal daily responsibilities.

https://www.carpenterbox.com/coronavirus/

