
 

 

CORONAVIRUS JOB RETENTION SCHEME -  

FLEXIBLE FURLOUGH  

 

The restaurant is concerned by cash flow and is 

considering making more frequent claims going forward 

to help improve its cash flow.  

What does the change in scheme mean for the 

restaurant?  

As the restaurant intends to have its employees fully 

furloughed, there isn’t the need to look at usual hours 

and subject to the wider changes in the amount of 

support available, the calculation of the claim will remain 

similar to that undertaken using the current scheme. 

As the new restaurant manager was not included on an 

RTI submission on or before 19 March, there is no claim 

available under the changes to the scheme. 

The admin employee furloughed for the first time on 15 

June will not have a 3 week qualifying period by 30 

June, so no claim can be made for this employee.  

The employee who has been re-furloughed on the 22 

June will have a valid claim, provided they remain on 

furlough for 3 consecutive weeks, irrespective of the fact 

the scheme changes are relaxed from 1 July, the 

employee must meet the three week minimum period 

under the old scheme criteria.  

For claims from 1 July, there will be a cap on the number 

of employees that can be included on a claim, which will 

be capped at the highest number of employees claimed 

for in a single claim prior to 1 July. On this basis, the 

restaurant claimed for:  

20 employees in March and April  

21 in May 

20 in June 

So even though there are 23 employees not working in 

July, the admin employee hasn’t had a 3 week 

consecutive period prior to 1 July, so there are only 22 

employees to claim for. The claim is then further 

restricted to a cap the July claim to a maximum number 

claimed in any one claim prior to July, so the claim will 

be capped at 21 employees (which is the maximum 

claimed for to date, being May’s claim).  

The guidance allows the cap to be increased for those 

returning to the business from parental leave, so as the 

employee has returned from maternity leave in July, the 

Scenario 1  

This scenario is intended to illustrate which employees 

an employer can claim relief for, along with the caps and 

restrictions in place for claiming relief from 1 July. 

This business is a restaurant which has remained closed 

throughout the pandemic and does not expect to be able 

to reopen for some time. As of 19 March 2020, the 

business had 25 employees reported to HMRC on a RTI 

submission.  

A new restaurant manager started with the business on 

the 25 March 2020 and, as they were not included on an 

RTI submission by 19 March, they do not qualify for the 

current furloughing scheme. The employer runs a 

monthly payroll and the claims made to date have been 

done on a monthly basis. 

The claims for April included 20 of the 25 potentially 

eligible employees, with 2 of the employees undertaking 

a deep clean of the business and a further 2 employees 

being required to support the business admin. One 

employee has been on statutory maternity leave since 

November. 

In May’s claim there were 21 employees included on the 

claim. The 20 already furloughed, plus 1 employee who 

had finished undertaking the deep clean of the 

restaurant.  

At the beginning of June, 3 of the employees furloughed 

until now were taken off of furlough to help re-decorate 

the restaurant. 2 of the employees helping with the 

redecoration will be off of furlough for the entire month, 

with one being re-furloughed from 22 June. One of the 

two admin employees were furloughed for the first time 

on the 15 June as there was only the need for one 

employee working on admin.  

In July, the re-decorating is expected to finish and all but 

the one admin employee are going to be furloughed on a 

fulltime basis while the restaurant remains closed, this 

means 23 employees will be undertaking no work in 

July. 

The employee on maternity leave has told the business, 

they will be returning from maternity leave from the 15 

July and the employer expects to furlough them on their 

return.  



 

calculated by taking the employee’s usual hours and 

deducting actual hours worked in the claim period. The 

result is the furlough hours for the claim period. 

Jo’s usual hours calculation 

As Jo works a regular working pattern, the fixed hours 

approach to the calculation of usual hours is likely to be 

most relevant.  

Step 1: Work out how many hours contracted to work in 

the ‘repeating work pattern’ in pay period prior to 

19 March. Jo worked 9 day fortnights in 

February, the repeating work pattern will be a 

fortnight and the hours worked will be:   

8 hours x 9 days = 72 hours  

Step 2: Divide the hours by the days (including non-

working days) in the repeating working pattern, 

so: 

72 hours / 14 days = 5.1428 hours per calendar 

day 

Step 3: Multiply the hours per calendar day by the 

number of calendar days in the claim period. 

The claim period for the business is the month of 

July, so we have 31 calendar days, so: 

 5.1428 hours x 31 calendar days = 159.42 hours 

Step 4:  Round up to nearest whole number to arrive at 

usual hours for the claim period, so: 160 hours.  

Jo’s furlough hours for the claim period are then: 160 

usual hours minus 100 hours actually worked = 60 hours 

Sam’s usual hours calculation 

The varying hour approach is likely to be most relevant 

for Sam. This involves taking the higher of two 

calculations: 

 Average hours for 2019/20, or 

 Same hours in mirroring claim period from prior 

year 

Average Hours 

Step 1:  From the business records, the total hours 

worked by Sam need to be identified and is 

inclusive of paid holiday and non-discretionary 

overtime.  

 For Sam this equates to 1,720 for 2019/20 

Step 2:  Divide the hours by the number of calendar days 

in the 2019/20 tax year up to the day prior to 

furloughing Sam i.e. 366 days, so:  

cap increases to 22 employees for the July and 

subsequent claims. 

While it is possible for them to make more frequent 

claims, the minimum claim period from 1 July will be for 

7 days and all claims must be for the one calendar 

month. So if the restaurant wanted to make a claim for 

the period for 27 July to 9 August, this would be possible 

as it is at least 7 days long, the claim would need to be 

split between 27 July - 31 July and 1 August - 9 August.  

Scenario 2  

This scenario is intended to explain the concept of usual 

hours and how this feeds into the calculation of the grant 

available to employers. 

This business is a furniture manufacturer, which has 

furloughed all of its employees since 6 April, and will be 

re-opening its factory from 1 July. They are expecting to 

have employees to come back to work, albeit on 

reduced hours while demand picks up. The business has 

three distinct types of employee: 

1. Office based employees – who are paid a fixed 

monthly salary, contracted to work 8 hours a day 

across a 9 day fortnight (Week 1: Monday to 

Friday, Week 2: Monday to Thursday) 

2. Warehouse employees – who are hourly paid, 

with no fixed regular hours 

3. Factory line employees – who are paid a fixed 

sum for each piece of furniture made.  

While the employees are working reduced hours, the 

employer intends to use the flexible furlough scheme 

and will be making a claim in July under the scheme for 

the entire month. 

The employees are all paid on a calendar month basis. 

The claim will include a claim for: 

 Office based HR manager Jo – actual hours 

worked in July of 100 hours 

 Warehouse foreman Sam – actual hours worked 

in July of 150 hours  

 Furniture assembler Tom – piece rate of £4 per 

piece, and number of pieces made in July were 

360 pieces 

How do we calculate what the manufacturer can claim 

as furloughed hours for each type of employee? 

Furlough hours calculation 

The number of furlough hours that can be claimed is 

 



 

received per piece of £4 to work out the number 

of pieces produced in the year, so:  

 £22,000 / £4 = 5,500 pieces  

Step 2:  Divide the number of pieces by the average rate 

of work per hour, so:  

 5,500 / 3 pieces per hour = 1,833.33 hours work 

for the year 

Step 3:  Divide the number of hours by the number of 

calendar days in the 2019/20 tax year up to the 

day prior to furloughing Tom i.e. 366 days, so: 

 1,833.33 / 366 = 5.0090 hours per day 

Step 4: Multiply the hours per calendar day by the 

number of calendar days in the claim period. 

The claim period for the business is the month of 

July, so we have 31 calendar days, so: 

 5.0090 hours x 31 calendar days = 155.279 

hours 

Step 5: Round up to nearest whole number to arrive at 

usual hours on an average hour basis for the 

claim period, so:  

 156 hours. 

Hours from same calendar period in 2019/20 

From the business records, the total amount paid to Tom 

in July 2019 is £2,000, which is divided by £4 to arrive at 

the number of pieces produced in July 2019, being 500 

pieces. This is then divided by Tom’s average per hour 

to arrive at his estimated hours for July 2019, being 

166.66 which is round to 167. 

Tom’s usual hours is the higher of the two figures, so for 

Tom in July’s claim the usual hours figure is 167 hours. 

Tom’s furlough hours for the claim period are then: 167 

usual hours minus actually hours worked of (360 pieces / 

3 per hour) 120 = 47 furlough hours.  

Scenario 3 

This scenario is intended to illustrate how much 

employers can claim once usual hours have been 

calculated and pick up on some of the more detailed 

points that will impact an employer’s claim.  

The employer is a homeless charity with two distinct 

groups of employees, frontline support workers helping 

the homeless, who are paid on an hourly basis and paid 

each fortnight commencing every other Monday with the 

payroll period commencing 29 June being the first to be 

impacted by the scheme changes.  

 1,720 / 366 = 4.6994 

Step 3: Multiply the hours per calendar day by the 

number of calendar days in the claim period. 

The claim period for the business is the month of 

July, so we have 31 calendar days, so: 

 4.6994 hours x 31 calendar days = 145.6814 

hours 

Step 4:  Round up to nearest whole number to arrive at 

usual hours on an average hour basis for the 

claim period, so:  

 146 hours. 

Hours from same calendar period in 2019/20 

From the business records, the total hours worked by 

Sam need to be identified and is inclusive of paid holiday 

and non-discretionary overtime. For Sam, this equates to 

130 for July 2019. 

NOTE: this calculation will be significantly more 

complicated where the claim period and previous year’s 

pay period doesn’t mirror the calendar month, so there 

will be a need to apportion two or more pay period’s 

hours to arrive at an equivalent hours for the claim 

period. 

Sam’s usual hours is the higher of the two figures, so for 

Sam in July the usual hours figure is 146 hours. 

Sam’s furlough hours for the claim period are then: 146 

usual hours minus 150 hours actually worked = -4 hours 

– Sam has worked more than his usual hours, so no 

hours relate to furlough and no claim is available for 

Sam.  

Tom’s usual hours calculation   

There is no requirement to keep records of hours worked 

for someone who is paid on a piece rate basis. Instead, 

the employer should estimate the usual hours using the 

pieces produced and average rate of work calculation 

required for NMW purposes.  

For Tom, the average rate of work per hour is 3 pieces 

of furniture. As the nature of the work is varying, using 

this information the employer then needs to work out the 

usual hours in the same way as a varying employee i.e. 

the higher of average hours for 2019/20 and equivalent 

period in the prior year.  

Average Hours 

Step 1:  From the business records, identify the total 

amount paid to him for 2019/20, which is 

£22,000, and then divide this by the amount 

 



 

fortnightly payrolls need to be apportioned to distinguish 

the amounts that relate to July regardless.   

How much can the charity claim for the two 

employees?  

We need to first work out the furlough hours for each 

employee: 

Jess: 150 usual hours minus actual hours worked of 100 

= 50 furlough hours 

Adam: 160 usual hours minus actual hours worked of 

115 = 45 furlough hours* 

It is important to note here that we are looking at actual 

hours worked and not those which were normal hours for 

the days Tom was working, or the hours expected in the 

flexible furloughing agreement. Therefore any hours of 

TOIL or overtime hours will still count as an hour worked 

– regardless of where the employee can take it back at a 

later date or receives an additional payment for it.  

Work out the employee’s normal wage able to be 

claimed 

This is calculated in a similar manner to the existing 

scheme conditions, with the identified normal wages 

being identified and then restricted to 80% of those 

wages and subject to an overall monthly cap of £2,500.  

For a salaried employee we are still required to look at 

their earnings in the pay period prior to 19 March and for 

an employee on varying pay it is the higher of either: 

 the wages from the corresponding calendar period 

in the tax year 2019 to 2020 

 the average wages for the tax year 2019 to 2020 

For July, Jess’ normal wage is assumed to be £1,200 

and for Adam it is £1,120. 

Minimum furlough pay 

Now we have the furlough hours for the employee, we 

can calculate the minimum furlough pay. In a change to 

the current scheme, this is the minimum you must pay 

the employee for their time spent on furlough rather than 

a maximum you can claim under the grant.  

The minimum furlough pay for Jess is calculated by 

multiplying the normal wage by the furlough hours, and 

then divided by her calculated usual hours, so:  

 (£1,200 x 50 furlough hours) / 150 usual hours = 

 £400 

 £400 is the minimum amount Jess must be paid 

in July for her furlough hours. 

The second group of employees are responsible for the 

charity’s fundraising and auxiliary function and receive a 

salary paid monthly and on a calendar month basis. 

While two separate payrolls are run, the charity only has 

one PAYE scheme in place.  

The charity wants to make a claim for two employees:  

 Frontline worker Jess is paid £10 per hour and her 

‘usual hours’ for July are calculated as 150 hours, 

and her actual hours worked in the claim period 

are 100. Jess would usually work each Friday, 

Saturday and Sunday, but is coming back to work 

Friday’s and Sunday’s in July.  

 Fundraiser Adam remains on the same monthly 

salary as he had prior to 19 March, and is paid 

£1,400 per month. His ‘usual hours’ for July are 

160, but he agreed to work 100 hours in July, 

although catching up on his missed workload 

meant he actually worked 115 hours, with the 15 

extra hours being accrued as time off in lieu.  

When should the claim be made by the charity?  

An important point to remember is that it will not be 

possible to use flexible furloughing, unless a flexible 

furlough agreement is provided to the employees 

outlining the intention to flexible furlough them. As with 

the original scheme, there is also the need to ensure the 

employment contract with the employee allows for 

flexible furloughing.  

The scheme doesn’t allow for more than one claim to be 

made for the same period, and under the changes to the 

scheme, employers are required to keep their claims to 

within the one calendar month. 

Looking at how this impacts the charity, we have three 

fortnightly payrolls being run in the July calendar month 

(fortnights commencing 29 June, 13 July and 27 July), 

as well as the calendar month payroll for the salaried 

employees.  

The charity needs to decide what claim period is going to 

work best for it and irrespective of what it decides, as the 

claim must relate to the one calendar month, July’s claim

(s) will mean the charity will need to make split claims for 

the two fortnightly pay periods overlapping June and 

August.  

To avoid the charity having to apportion the payments 

for the salaried employees, the simplest option may be 

to make its claim on a calendar month basis as the 

salaried employees pay period is aligned to this claim 

period and a prerequisite to making the claim, the 

 



 

recommended that the practice has a clear and 

consistent approach to flexible furloughing. For instance, 

part of the practice process could be to not allow the 

flexible furlough hours agreed for each employee to alter 

between calendar months, which will limit the checks on 

expected v actual hours, or banning TOIL and overtime 

for flexible furloughed employees. Reducing the variation 

across the flexibly furloughed employees and in month 

changes will save time and costs of making the claim. 

While the extra costs can be mitigated with a consistent 

approach, it will be more costly to make a claim and the 

practice should be considering what the benefits to the 

business are of the employee returning under a flexible 

furloughing arrangement.  

If the practice has two employees returning on a part-

time basis undertaking the same or similar roles, it may 

be more beneficial to simplify the grant claim by having 

one return to work full time and the other remain fully 

furloughed. This would have the added benefit of 

reducing the number of employees the practice making a 

claim for, which is beneficial if the overall cap on 

claimants is a concern.  

The practice’s decision to flexibly furlough staff is also 

likely to need to consider the long term benefit to the 

practice of having the employee in that role.  

If the employee concerned is midway through a training 

contract and will become a valuable fee-earning 

employee for the practice, flexible furloughing could be a 

way to keep their experience, interest and development 

progressing, so it would make sense to flexibly furlough 

the employee.  

If the employee is one of a number of receptionists, and 

in the post-pandemic business, the practice doesn’t 

envisage as many office based employees or client’s 

attending meetings at the practice office, will that role 

exist long term? If so, would it not be more beneficial to 

keep the employee on full time furlough where they can 

undertake training and possibly train to take a new role 

in an area of long term business need – perhaps in a 

video conferencing support role.  

There may also be scenarios for the practice where the 

employee’s role simply won’t exist in the long term. 

Under these difficult circumstances, the practice may 

then need to give consideration to whether it makes 

sense to continue to furlough or flexibly furlough an 

employee whose role cannot change and is no longer 

needed? Rather than having the employee return on a 

flexible furloughing arrangement at additional cost to the 

The minimum furlough pay for Adam is calculated by 

multiplying the normal wage by the furlough hours, and 

then divided by his calculated usual hours, so:  

 (£1,120 x 45 furlough hours) / 160 usual hours = 

£315 

 £315 is the minimum amount Adam must be paid 

in July for his furlough hours. 

The minimum furlough pay calculation is also equal to 

the amount that can be claimed by the charity for July 

and August for each employee. However in September 

and October the amount claimed is restricted to the 

amount the charity needs to contribute to the wages, 

being a 70:10 (Grant:Charity) split in September and 

60:20 in October.  

Scenario 4 

The intention of this scenario is to give guidance on the 

practical steps employers need to be thinking about 

before deciding to flexibly furlough employees.  

A legal practice has previously furloughed a number of 

its fee earning and support staff. There is sufficient 

workload to start to bring employees back from furlough, 

but is conscious the employees are going to be needed 

on a fulltime basis. They are also beginning to consider 

the nature and way in which they will deliver services 

post-pandemic will mean employees roles need to 

change, or indeed whether their role will exist.   

What are the wider considerations for the legal practice 

to address before deciding to flexibly furlough 

employees? 

The amount of the claim available is changing, it is 

gradually being restricted and will eventually require the 

legal practice to contribute to the cost of furloughing the 

employee. With these changes does it make it cost 

effective for the legal practice to make a claim? Similarly, 

the additional complexities involved in calculating the 

claim will make it more time consuming – regardless of 

whether the employer or an advisor prepares the claim. 

The additional raw information will likely need to be 

gathered by the employer and the employer will need 

systems in place to accurately track what the employee 

is doing for each hour of pay to identify if it relates to 

working or furlough time.  

If the legal practice is having an advisor prepare the 

claim, the advisors costs are likely to increase because 

of the additional complexity in calculating the claim.  

To help keep time and financial costs to a minimum, it is 

 



 

practice, would it make better financial sense to keep the 

employee fully furloughed and recover some of the 

notice period salary costs while the scheme is available?  

The practice could consider giving the employee upfront 

knowledge of the termination, but give them more than 

the minimum required notice period. For instance, if the 

practice has a 30 day notice period, the employer could 

tell the employee that they will be terminated on 31 

October (when the scheme closes), which gives the 

employee significantly more notice of the termination. 

For the employee, having the knowledge they will 

continue to receive 80% of their usual pay for a number 

of months above the contractual requirement, it will give 

them additional financial security as they look for a new 

role.  
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