
 

Premier Update  
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26th March 2020 
 
This update is based on our understanding of the Coronavirus Job Retention Scheme 
as of 26 March 2020. Specific legal advice should be taken before acting on any of 
the topics covered.  

Introduction  

The Job Retention Scheme is available to any employer. Furlough leave is short term temporary 
leave. The scheme will cover the cost of wages backdated to 1st March and cover all UK-wide 
employers with a PAYE scheme. 

Employers should seek agreement from employees to be furloughed. This involves a change to 
the employment status and contracts of employment, so agreeing this with employees is important.  
If the alternatives are redundancy or unpaid leave of absence, it is very likely that employees will 
agree to being furloughed in order to receive the financial protection on offer.  

What’s on offer?  

The Government will pay cash grants ( from 
HMRC) of 80 per cent of an employee’s 
wages up to a cap of £2,500, providing the 
worker is kept employed.  

At present the scheme will be open initially 
for at least 3 months (backdated to 1st March) 
but the Government has indicated it will 
extend it for longer, if necessary. There is no 
limit on the amount of funding available for 
the scheme. 

Government expectation is that the first 
grants will be paid within weeks and HMRC 
are aiming to get this done before the end of 
April. There are no existing systems set up to 
facilitate payments to employers at this time. 

Further guidance  on how employers should 
calculate claims for the grant, and in 
particular, pension contributions will be 
provided before the end of April. 

Can an employer top this up?  

Yes. In order to qualify for the scheme, 
employers must pay their staff at least 80% of 
wages, up to the cap of £2,500 per month. It 
is discretionary if they wish to top up the 
additional 20%.  

Do individuals still have to pay tax on this?  

Yes. Individuals will pay income tax and 
National Insurance on any payments 
received through this scheme. 

Will this cover the cost of employer 
National Insurance contributions and 
employer pension contributions?  

Yes. Employers will be able to apply for a 
grant to cover the Employer National 
Insurance contributions and minimum 
automatic enrolment pension contributions on 
the lower of 80% of regular salary or £2,500 
per month. 

What elements of pay are included in the 
government grant? 

Any additional payments such as fees, 
commission and bonuses cannot be included 
in the calculation of salary for the payment of 
the grant.  

The definition of pensionable salary for your 
pension scheme may include some or all of 
these elements and further guidance has 
been promised to provide further clarity. 

 

 



  

How will this work for those on zero-
hour/flexible contracts/agency workers?  

This scheme aims to support all those 
employed through the PAYE system 
regardless of their employment contract, 
including those on zero-hour contracts.  The 
80% grant is applied to the higher of:  

1. the earnings in the same pay period in 
the previous year; or  
 

2. the average earnings in the whole 
previous 12 months (or fewer if they 
have worked for less time than this). 
 

The cost of providing these benefits is not 
covered by the grant, and you should check 
with your adviser whether there will be any 
change to the level of cover provided.  In 
many cases, the level of cover will be 
maintained and based on the ‘normal’ salary 
level during the disruption but this should be 
confirmed.       

To qualify, does the business need to be 
‘essential’?  

No, all businesses which employ and pay 
workers through the PAYE system are 
eligible.  

Can an employee be furloughed for a short 
period of time, e.g. a week or a couple of 
days, and then re-employed?  

A worker must be furloughed for a minimum 
of 3 weeks for their employer to be eligible to 
claim under this scheme. Employers cannot 
rotate staff weekly between furlough and 
non-furlough. 

Can an employee volunteer or do training 
whilst furloughed?  

An employee who is furloughed cannot work 
for their employer during this period. An 
employee can volunteer or train, provided 
that this does not generate any revenue for 
the business. Firms can require workers to 
undertake training from home, provided it 
meets the above. 

What support is there for an employee 
whose hours are reduced?  

The Government has strengthened the 
welfare system to support those whose hours 

change including an increase to the Universal 
Credit standard allowance and the working 
tax credit basic element . In addition, 
enhancements to contributions to 
employment support allowance (now 
available from day 1) and making advances 
for all new Universal Credit claimants will be 
available online with no requirement to attend 
a job centre. 

Pensions & Automatic-enrolment 

Employer contributions 

Employer pension contributions in relation to 
the grant can be claimed but are restricted to 
the minimum mandatory employer 
contribution of 3% of income above the lower 
limit of qualifying earnings (currently £512 per 
month until 5th April and the £520 from 6th 
April).  Employer contributions in excess of 
this are not covered.   

The guidance provided suggests that auto-
enrolment duties will not be relaxed during 
the current disruption.   

Employee contributions 

Employee contributions (including, we 
assume Salary sacrifice contributions) are not 
covered by the Government grant.  
Employees may temporarily suspend their 
contributions, leaving the scheme and opt 
back in once they are back to normal. 
However, as an employer you cannot invite 
them to do so, as this would fall foul of the 
auto-enrolment inducement rules.  

What if our pension contribution structure 
is not based on Qualifying Earnings? 

If your pension contributions are based on 
another definition of pensionable salary (e.g. 
basic salary) and you wish to restrict your 
contributions to the amount provided under 
the grant, as part of your Furlough 
agreement, you may be able to do so.  
However, employers are recommended to 
take legal advice  reducing contributions to 
the Auto-enrolment minimum during the 
furlough period.  

 

 



  

How are other benefits affected? 

1) Death in Service/Income 
Protection/Critical Illness Benefits 

The cost of providing these benefits is not 
covered by the grant, and you should check 
with your Premier Consultant whether there 
will be any change to the level of cover 
provided.  In many cases, the level of cover 
will be maintained and based on the insured 
salary level, subject to the policy terms and 
conditions in force, during the disruption but 
this should be confirmed. 

Whilst claims and medical underwriting is still 
going ahead, these processes may be 
effected by the current situation.  You should 
therefore check with your Consultant 
regarding turnaround times and any 
differences in approach. 

How are other benefit 

2) Healthcare  

Employer paid healthcare premiums are 
treated as a benefit in kind tax charge for 
employees.  Irrespective of the Furlough 
scheme, as long as the healthcare scheme 
premiums continue to be paid by the 
employer, employees will continue to be 
taxed on their value in the normal way.  

3) Flexible & Voluntary Benefits 

Consideration needs to be given to employee 
funded contributions that are deducted via 
payroll.  These deductions would continue in 
the usual way but lease speak to your 
Consultant for further guidance. 

 

 

 

Full details are available on the government website: 

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

To discuss how this arrangement would impact the benefits you provide to your employees, please 
speak to your usual Premier contact. 

 

 
Sue Pemberton 
Head of Employer Services 
T: 020 3727 9727  
M: 07585 047 335 
sue.pemberton@premiercompanies.co.uk 

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