
 
 
 
 

JOB RETENTION SCHEME 
HOW TO CALCULATE BASIC FURLOUGH PAY AND REFERENCE PAY 

 

 

 
 

How to calculate basic furlough pay 
Basic furlough pay; i.e. the amount on which the Job Retention Scheme grant will be based, will be the 
lower of 80% of reference pay and £2,500 per month (£576.92 per week). 

How to calculate reference pay 
The calculation for reference pay will depend on whether the employee is paid a regular salary (in which 
case use the calculation for fixed pay amounts) or whether the employee’s pay varies (in which case use 
the calculation for variable pay).  If you are unsure which one is correct, select what you think provides 
the most reasonable result. 

Establish elements of pay to include when calculating reference pay 
Include regular payments which you are obliged to make, for example: 

• regular wages you pay to employees 

• non-discretionary overtime 

• non-discretionary fees 

• non-discretionary commission payments 

• piece rate payments 

Establish elements of pay to exclude when calculating reference pay 
Do not include any discretionary payments, where you were under no contractual obligation to pay, for 
example: 

• tips 

• discretionary bonuses 

• discretionary commission payments 

Do not include: 

• non-cash payments 

• the costs of non-monetary benefits like benefits in kind (such as a company car) 

• Amounts that have been subject to salary sacrifice (i.e. amounts that reduce taxable pay) 

Calculation for fixed pay 
Use the employee’s last pay period where an RTI submission has been made, ending before 19 March 
2020.  For example, if employees are paid for each calendar month, the last pay period ending before 19 
March will be February 20201.  

For that pay period, add together the elements of pay to include.  The result is the reference pay. 

If the employee has been paid, but not for a full reference period, you will need to pro-rate the amount 
from their last pay period: 

• Divide by the number of days in their last pay period (including non-working days). 

• Multiply by the number of days that would have been in that pay period if it were a full reference 
period (including non-working days) 

Calculation for variable pay 
Reference pay is the higher of: 

• Addition of the elements of pay to include for the same pay period in the previous year; or 

• Average of the addition of the allowable elements of pay for the 2019/2020 tax year 

 
1 One potential exception to this method is if you had already established reference pay under the rules that existed before the latest guidance.  In this case, you will have calculated furlough pay based on the 

appropriate elements of pay as at 28 February regardless of the last pay period.  Those calculations do not need to be revised for the first claim only. 


