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TO CHANCELLOR OF THE EXCHEQUER

CORONAVIRUS JOB RETENTION SCHEME (CJRS): PAYMENTS IN ADVANCE OR
ARREARS - FOR DECISION

Summary

You asked for further advice on whether HMRC could administer a system which made
payments to employers before wages were paid. This would be on the basis of either
estimates made by the employer, or actual payroll data if the employer can run their payroll
early enough.
Initial analysis confirms a subset of firms face cashflow risks due to payment in arrears,
though getting a sense of the scale of the problem is difficult.
It is possible for HMRC to pay grants in advance, but is expected to increase the cost of the
Coronavirus Job Retention Scheme (CJRS) and will increase the fraud and error risk.
In particular, you should note that the current online system being delivered will have no way
to "true up" claims for advance payment and recover overpayments, resulting in more risk
that scheme is then seen as something that can be exploited, leading to inflated claims and
a significantly more expensive scheme. This may well be criticised by the NAO and in the
media.
Would yyou like HMRC to make advanced payments of CJRS qgrants ahead of actual
expenditure by the employer? This would be without an online or inflight ability to
reconcile estimated amounts to actuals. We would therefore seek to develop a manual
process to operate after the end of the scheme.

Context

1. On Friday you announced the Coronavirus Job Retention Scheme (CJRS) to reimburse
employers the wages of employees who are not working but furloughed and kept on
payroll.

2. You have asked for further advice on whether HMRC could administer a system which
made payments to employers before wages were paid on the basis of estimates provided
by employers. This is intended to support those businesses that would not be able to
operate without the grant before they paid wages.

3. The CJRS is not a measure that is designed to address business cashflow. There are
other measures in the government response package that are designed to do that. We
have not been able, in the time available to assess how many businesses would fail
without advance payment of furlough wages from the government. However, based on
some quick analysis, we can say:
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