
COVID-19 Guidance

Get support with

Paying employees' wages 

What is it?

In an unprecedented move in the history of the British State, the Chancellor Rishi Sunak has unveiled support to 
businesses to help prevent job losses.

Under the Coronavirus Job Retention Scheme, the Government announced that employers will be able to claim 
a grant from 1 March to cover 80 per cent of employees’ salaries up to a maximum of £2,500 per month. This 
scheme originally ran until 30 June. It has since been extended until the end of October, with changes effective 
from 1 July. The two variations in the scheme (pre and post June 30) are outlined in detail below.

HMRC has released an online service to enable employers to claim for their employees’ wages using the 
Coronavirus Job Retention Scheme.
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All UK businesses are eligible for the scheme and the scheme is available to all employees.

Employers must have created and started a PAYE scheme on or before 19 March 2020. Employers can 
claim the grant for employees who were on the PAYE payroll on or before 19 March 2020 and were 
notified to HMRC on an RTI submission on or before 19 March 2020. This means an RTI submission 
notifying payment in respect of that employee to HMRC must have been made on or before 19 March 
2020. Employees that were employed as of 28 February 2020 and on payroll (i.e. notified to HMRC on 
an RTI submission on or before 28 February) and were made redundant or stopped working for the 
employer after that and prior to 19 March 2020, can also qualify for the scheme if the employer 
re-employs them and puts them on furlough.

For any employees that were made redundant on or after 28 February 2020, employers can 
re-employ them, put them on furlough and claim for their wages through the scheme. This applies to 
employees that were made redundant after 28 February, even if employers do not re-employ them 
until after 19 March. This applies as long as the employee was on the payroll as at 28 February and had 
been notified to HMRC on an RTI submission on or before 28 February 2020. This means an RTI 
submission notifying payment in respect of that employee to HMRC must have been made on or 
before 28 February 2020.

Employees can be on any type of employment contract, including full-time, part-time, agency, flexible 
or zero-hour contracts. Foreign nationals are eligible to be furloughed.

As office holders, salaried company directors are eligible to be furloughed and receive support 
through this scheme.

Where agency workers are paid through PAYE, they are eligible to be furloughed and receive support 
through this scheme, including where they are employed by umbrella companies.

Who is eligible?
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How does the scheme work until 1 July?

The employer should discuss and agree with affected employees and notify them in writing that they 
have become ‘furloughed workers.

The furloughed workers should not undertake any work for their employer while they are furloughed. 
The minimum period of furlough is three weeks. The employer must have agreed with the employee in 
writing that they will cease all work. This can be via email.

The employees remain on the payroll as normal, deducting tax and National Insurance under the PAYE 
system.

If employers want to top up pay levels, they can, but will not be able to claim for more than 80 per 
cent of £3,125.

The employer could choose to fund the difference between this payment and employee’s salary (i.e. 
20%), but does not have to, however, the employer needs to get agreement from the worker to do 
this (see above).

Employers don’t need to place all of their employees on furlough.

The grants received by employers are treated as taxable income for the employer, as they are used to 
offset the cost of employing staff.

80% of employees’ wages (even for employees on National Minimum Wage) - up to a maximum of 
£2,500 per month. Employers cannot claim for the worker’s previous salary. Grants will be pro-rata 
based on the period of furlough.

In addition to the £2,500, employers can claim for the minimum automatic enrolment employer 
pension contributions on the subsidised wage (3%). Employers cannot claim for the employer pension 
contributions on the 20% top up if they choose to keep the employee’s salary at 100%.

In addition to the £2,500, employers can claim for the employers National Insurance contributions on 
the subsidised wage. Employers cannot claim for the employer National Insurance contributions on the 
20% top up if they choose to keep the employee’s salary at 100%.

For employees whose pay varies, employers can claim the highest of either:

 o the same months earnings from the previous year, or
 o the average monthly earnings for the 2019/20 tax year.

For employees that have been employed for less than 12 months, employers can claim for 80% of their 
average monthly earnings since they started work. If the employee only started in February 2020, 
employers should calculate their earnings so far on a pro-rata basis, then claim for 80%.

Employers can claim for regular payments that they are obliged to pay their employees, including 
wages, past overtime and compulsory commission payments. This does not include discretionary 
payments (e.g. tips and non-compulsory commission).

How does the scheme work from 1 July?

On 29 May the Chancellor announced further detail about the scheme will change to support 
businesses sending staff back to work. Detailed guidance was released on 12 June. 

The scheme will close to new entrants from 30 June. From this point onwards, employers will only be 
able to furlough employees that they have previously furloughed for a full three-week period prior to 
30 June. This means that the final date by which an employer can furlough an employee for the first 
time was the 10 June, in order for the current three-week furlough period to be completed by 30 June. 
Employers have until 31st July to make any claims in respect of the period to 30 June.

From 1 July, employers have the flexibility to bring furloughed employees back part time, for any 
amount of time and any work pattern. The Government is calling this “Flexible Furlough”. Employers 
can decide the hours their employees will work on their return, so that they can decide on the best 
approach for them. Note that employers will be responsible for paying the employees’ wages while 
they are in work. The JRS grant can only be claimed for the period in which employees are furloughed.
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There is no minimum furlough period. Employees can be furloughed from as little as one hour, and 
they can enter into a flexible furlough agreement more than once. 

To be eligible to claim, employers must have confirmed to their employees in writing that they have 
been furloughed. If employees are being flexibly furloughed, the employee will need a new written 
agreement confirming the new furlough arrangement. Note that the employee is not required to 
provide a written response. The written record must be kept for five years and the agreement must be 
consistent with employment laws. Employers must also keep records of the number of hours each 
employee has worked and the number of hours each employee is furloughed. 

The proportion of employee wages covered by the scheme is changing. Below is a summary of how 
the scheme will change from July through to October.

July 2020
The Government will continue to pay 80% of gross pay, employer National Insurance and 
employer pension contributions for furloughed workers as outlined in the “How does the scheme 
work until 30 June” section above.

August 2020
The Government will pay 80% of gross pay up to a cap of £2,500 per month. Employers will be 
required to pay the employer National Insurance and employer pension contributions.

September 2020
The Government will pay 70% of gross pay up to a cap of £2,187.50 per month. Employers will be 
required to pay the other 10% of gross pay to top up furloughed workers’ pay to 80% of their 
normal wage (subject to the overall cap of £2,500 per month). Employers will continue to be 
responsible for paying employer National Insurance and employer pension contributions.

October 2019
The Government will pay 60% of gross pay up to a cap of £1,875 per month. Employers will be 
required to pay the other 20% of gross pay to top up furloughed workers pay to 80% of their 
normal wage (subject to the overall cap of £2,500 per month). Employers will continue to be 
responsible for paying employer National Insurance and employer pension contributions.

These rules can be summarised in the following table:



For claims made after 1 July, the maximum number of employees that can be included in a claim is 
capped at the maximum number of employees included in a claim made prior to 30 June. As an 
example, if an employer claimed for:

o 20 employees in March, 
o 25 employees in April, 
o 25 employees in May and 
o 20 employees in June, 

the maximum number of employees they could claim for in a single claim from 1 July onwards is 25.

After 1 July, employers cannot make claims that cross calendar months. This is required as the 
proportion of wages covered by the scheme changes each month.

From 1 July, each claim period should cover at least seven days. The only exception to this is the first 
few and last few days of a month. More detail around the length of the claim period can be found 
here.

Claims for flexible furlough will need to include the number of hours furloughed and the number of 
“usual hours”. The usual hours calculation depends on whether the employee is on fixed or variable 
hours. More detail around how the usual hours  are calculated can be found here. 

We understand that there will be a new time limit for making claims whereby submission must take 
place before the end of the month following the claim period. 

A method of correcting errors has also been announced. Grants overpaid can be repaid by deducting 
the overpayment from future claims. No further action is needed, but a record of the adjustment must 
be kept for six years. We understand a new process is being developed for repaying grants where no 
further claims will be made. Employers are being advised to contact HMRC directly where an 
underclaim has arisen. 

On 29 May the Chancellor announced further detail about the scheme will change to support 
businesses sending staff back to work. Detailed guidance was released on 12 June. 

The scheme will close to new entrants from 30 June. From this point onwards, employers will only be 
able to furlough employees that they have previously furloughed for a full three-week period prior to 
30 June. This means that the final date by which an employer can furlough an employee for the first 
time was the 10 June, in order for the current three-week furlough period to be completed by 30 June. 
Employers have until 31st July to make any claims in respect of the period to 30 June.

From 1 July, employers have the flexibility to bring furloughed employees back part time, for any 
amount of time and any work pattern. The Government is calling this “Flexible Furlough”. Employers 
can decide the hours their employees will work on their return, so that they can decide on the best 
approach for them. Note that employers will be responsible for paying the employees’ wages while 
they are in work. The JRS grant can only be claimed for the period in which employees are furloughed.

There is no minimum furlough period. Employees can be furloughed from as little as one hour, and 
they can enter into a flexible furlough agreement more than once. 

To be eligible to claim, employers must have confirmed to their employees in writing that they have 
been furloughed. If employees are being flexibly furloughed, the employee will need a new written 
agreement confirming the new furlough arrangement. Note that the employee is not required to 
provide a written response. The written record must be kept for five years and the agreement must be 
consistent with employment laws. Employers must also keep records of the number of hours each 
employee has worked and the number of hours each employee is furloughed. 

The proportion of employee wages covered by the scheme is changing. Below is a summary of how 
the scheme will change from July through to October.

July 2020
The Government will continue to pay 80% of gross pay, employer National Insurance and 
employer pension contributions for furloughed workers as outlined in the “How does the scheme 
work until 30 June” section above.

August 2020
The Government will pay 80% of gross pay up to a cap of £2,500 per month. Employers will be 
required to pay the employer National Insurance and employer pension contributions.

September 2020
The Government will pay 70% of gross pay up to a cap of £2,187.50 per month. Employers will be 
required to pay the other 10% of gross pay to top up furloughed workers’ pay to 80% of their 
normal wage (subject to the overall cap of £2,500 per month). Employers will continue to be 
responsible for paying employer National Insurance and employer pension contributions.

October 2020
The Government will pay 60% of gross pay up to a cap of £1,875 per month. Employers will be 
required to pay the other 20% of gross pay to top up furloughed workers pay to 80% of their 
normal wage (subject to the overall cap of £2,500 per month). Employers will continue to be 
responsible for paying employer National Insurance and employer pension contributions.

These rules can be summarised in the following table:

As with the previous scheme, employers are still able to choose to top up employee wages above the 
scheme grant at their own expense if they wish.

If employers staff costs are publicly funded, they should continue to use those funds to pay 
employees and not furlough them. Employers are able to use the scheme if their employee costs are 
not fully funded by public funding. 
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Government contribute 
to gross pay

Employer contribute to 
gross pay

Government contribute 
E’er NIC & E’er Pension

Employer contribute 
E’er NIC & E’er Pension

Employee receives

July

80% Capped at 
£2,500

No

Yes

No

80% Capped at 
£2,500

August

80% Capped at 
£2,500

No

No

Yes

80% Capped at 
£2,500

September

70% Capped at 
£2,187.50

10% Capped at 
£312.50

No

Yes

80% Capped at 
£2,500

October

60% Capped at 
£1,875

20% Capped at 
£625

No

Yes

80% Capped at 
£2,500



For claims made after 1 July, the maximum number of employees that can be included in a claim is 
capped at the maximum number of employees included in a claim made prior to 30 June. As an 
example, if an employer claimed for:

 o 20 employees in March, 
 o 25 employees in April, 
 o 25 employees in May and 
 o 20 employees in June, 

the maximum number of employees they could claim for in a single claim from 1 July onwards is 25.

After 1 July, employers cannot make claims that cross calendar months. This is required as the 
proportion of wages covered by the scheme changes each month.

From 1 July, each claim period should cover at least seven days. The only exception to this is the first 
few and last few days of a month. More detail around the length of the claim period can be found 
here.

Claims for flexible furlough will need to include the number of hours furloughed and the number of 
“usual hours”. The usual hours calculation depends on whether the employee is on fixed or variable 
hours. More detail around how the usual hours  are calculated can be found here. 

We understand that there will be a new time limit for making claims whereby submission must take 
place before the end of the month following the claim period. 

A method of correcting errors has also been announced. Grants overpaid can be repaid by deducting 
the overpayment from future claims. No further action is needed, but a record of the adjustment must 
be kept for six years. We understand a new process is being developed for repaying grants where no 
further claims will be made. Employers are being advised to contact HMRC directly where an 
underclaim has arisen. 
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As with the previous scheme, employers are still able to choose to top up employee wages above the 
scheme grant at their own expense if they wish.

If employers staff costs are publicly funded, they should continue to use those funds to pay 
employees and not furlough them. Employers are able to use the scheme if their employee costs are 
not fully funded by public funding. 

The employer (or their authorised agent) submits the following information to HMRC about the 
employees that have been furloughed and their earnings:

Employer PAYE reference
Number of employees being furloughed
The claim period start and end date
The amount claimed for all employees
Name, national insurance number and employee number of each employee being claimed for
The employer bank account details (to receive the payment from HMRC)
Contact name
Contact phone number
Number of hours furloughed and number of usual hours for each employee being claimed for (for 
claims after 1 July)

Submissions are made via an online portal, details of which can be found here.

If the employer is claiming for fewer than 100 furloughed staff, they will need to enter details of each 
employee into the system, including their name, NI number, claim period and claim amount. If the 
employer is claiming for 100 or more furloughed staff, they can upload a spreadsheet with the data 
into the system.

HMRC will make all payments directly to a bank account via BACS.

As an authorised agent, we are able to submit claims to HMRC on behalf of clients.
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How do I apply?
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https://www.gov.uk/guidance/steps-to-take-before-calculating-your-claim-using-the-coronavirus-job-retention-scheme%23deciding-the-length-of-your-claim-period
https://www.gov.uk/guidance/steps-to-take-before-calculating-your-claim-using-the-coronavirus-job-retention-scheme%23fixedhours
https://www.gov.uk/guidance/claim-for-wages-through-the-coronavirus-job-retention-scheme


Speak to an advisor on our dedicated COVID-19 business support helpline at
www.sedulo.co.uk/coronavirus-helpline

Employers need to submit information to HMRC about the employees that have been furloughed and their 
earnings. We can help you gather the information above as well as helping you to prepare the most appropriate 
claim to ensure that your underlying calculations are both fully compliant and maximised.

Please note that employers may need to take legal advice when changing employees’ statuses to furloughed. 
As a Sedulo client, national law firm Freeths LLP will provide you with a template furlough letter to send to 
employees free of charge. If you require additional legal advice on furlough, selecting employees for furlough 
and seeking agreement, this can be provided for a fixed charge capped at £300+VAT for Sedulo clients. To 
receive a copy of the free template letter or to seek further advice, please contact Kevin Poulter at 
Kevin.Poulter@Freeths.co.uk.

Finally, please get in touch if for an initial discussion if you think you may need support with any of the above or 
if you are generally struggling to pay your employees’ wages. This is one of a range of measures which have 
been announced to support businesses and we can help guide you through what is available to suit your 
particular circumstances.

How we can help

Connect with David

on LinkedIn

david.evans@sedulo.co.uk

07471 952016 

For help and advice with paying employee’s wages...

https://www.linkedin.com/in/david-evans-59b4454b/



