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A Brief Guide to… 

Accounting for COVID-19 Support Schemes 

 

The below is a guide for UK Companies on how to account for the various COVID-19 Support Schemes and how they 
will be treated for Corporation Tax purposes. 

 
Coronavirus Job Retention Scheme (CJRS) 
 
Accounting 
This is a government grant (Section 24 of FRS 102). 
 
The grant should be shown as other income (not set 
against payroll costs) and recognised in the same 
period as the related costs. 
 
For March 2020 furlough claims, despite the claims 
portal not being active, where it is reasonable to 
assume that the business had complied with the 
conditions of the grant and it was therefore likely to 
receive the grant, the grant should still be recognised in 
that period and a debtor included. 
 
Please note: this means that despite the portal not 
being open at 31

st
 March 2020, for businesses which 

made a March 2020 furlough claim subsequently, they 
are likely to include grant income in their March 2020 
year end accounts. 
 
Tax 
CJRS grants are an income received designed to meet 
the payroll costs of furloughed staff (which are allowable 
revenue expenditures). The grants should therefore be 
treated as trading receipts in the same period they are 
included in the accounts.  
 
Please note: the grant is designed to meet, at a maximum, 
the payroll costs to the business; therefore the end result 
should be that there is no ‘profit’ from the grant on which 
to pay tax. 

  
Small Business Grant Fund (SBGF), Retail, 
Hospitality and Leisure Grant Fund (RHLGF) and 
Discretionary Fund 
 
Accounting 
This is a government grant (Section 24 of FRS 102). 
 
The grants above do not specify any future 
performance related conditions (performance model) 
and is not paid in relation to specific future costs 
(accrual model). Therefore, the grant should be 
recognised as income in the period it is receivable. 
 
The grant is receivable when there is certainty over the 
eligibility of the grant to the Company. This is likely to 
be when the scheme eligibility criteria were first 
published (at the Budget on 11

th
 March 2020) or where 

there was uncertainty, when confirmation was received 
from the local authority. 
 
Please note: for most Companies this will mean that 
the grant is recognisable at 11

th
 March 2020 with a 

corresponding debtor, meaning it is included in their 
31

st
 March 2020 year end accounts. 

 
Tax 
The above grants are designed to meet revenue 
expenditure (rather than capital). The grants should 
therefore be treated as trading receipts in the same 
period they are included in the accounts (in the same 
way as the CJRS grants) 
 

 
Business Rates Relief 
 
Accounting 
Where Companies are given a business rates payment 
holiday from the local authority, this is a reduction in the 
rates expense and should not be included as income. 
 
Time apportionment may be necessary where a 
Company’s year-end is not coterminous with the rates 
financial year. 
 
Tax 
As this is a relief, rather than a grant, the result will be a 
lower business rates expense in the company accounts. 
Deductible trading expenses may therefore be lower in 
the Tax Computations. 

  
Statutory Sick Pay (SSP) Rebate 
 
Accounting 
This is a government grant (Section 24 of FRS 102). 
 
The grant should be shown as other income (not set 
against payroll costs) and recognised in the same 
period as the related costs. 
 
Tax 
SSP grants are designed to meet revenue expenditure 
(rather than capital), and are therefore treated as 
trading receipts in the same period they are included in 
the accounts in the same way as CJRS, SBGF and 
DGF grants.  
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Coronavirus Business Interruption Loan Scheme 
(CBILS) and Coronavirus Bounce Back Loan 
Scheme (BBLS) 
 
Accounting 
These are financing transactions (Section 11 of FRS 
102). This requires them to be recognised at present 
value of future payments, discounted at a market rate 
of interest (likely the stated rate on a CBILS or BBLS 
loan). 
 
However as the government will make payment to the 
lender to cover the first 12 months of interest, the result 
is a non-market rate of interest overall, for the Company. 
 
Any difference between the amount of cash received 
(DR Bank) and the discounted present value (CR 
Liability) will be recognised as finance income. This 
represents the present value of the interest in the first 12 
months paid by the government. 
 
Subsequent measurement is amortised cost using the 
effective interest method.  
 
Please note: attached is an example of how this might 
look in practice. 
 
Tax 
The CBILS and BBLS are trade-related loans meaning 
any credits are treated as trading receipts and debits as 
deductible trading expenses. 
 
Interest is relieved when it accrues in the accounts, 
rather than when it is actually paid. This means there will 
be a timing difference between when the interest is 
recognised for tax and when the interest is paid. 

  
 
 
 
 
 
 
VAT Deferral and Time To Pay 
 
Accounting 
This is a deferral of tax due, not a deduction in the 
amount due. For VAT Deferral, the liability will simply sit 
on the Balance Sheet for a longer period than usual, 
until it is paid.  
 
For Time To Pay arrangements, interest usually will still 
accrue on the amount due and this should be 
recognised in the accounts in line with the agreement 
with HMRC. Any negotiations on the Time To Pay 
arrangement after the Balance Sheet date are non-
adjusting events under FRS 102, therefore for the year 
end accounts it is the Balance Sheet date position which 
should be recognised. 
 
Please note: for Companies who deferred their VAT 
payments due between 20

th
 March 2020 and 30

th
 June 

2020, these must be repaid by 31
st
 March 2021. 

 
Tax 
There is no corporate tax effect for delay in payment of 
VAT. 
 
Interest on a Time To Pay arrangement is treated as a 
deductible trading expense when the interest is accrued. 
 

  
Cash Flow Forecasting and Budgeting 
 
We have dedicated teams who provide more than just 
accounts support. Regular reporting at a detailed level 
can give business owners the insight they need into their 
Company’s finances to manage difficult times.  
 
Should you need further support, please contact one of 
our specialists listed below. 

 
 
Time to Pay Arrangements 
 
HMRC are aware that this will be a financial difficult time 
for a large number of businesses and they have 
therefore scaled up their ‘time to pay’ offer to help those 
struggling to make their next tax payments due to 
COVID-19, including VAT, employers’ PAYE and 
Corporation Tax. 
 
If you would like to discuss this with HMRC they have 
a dedicated phone line: 0800 024 1222. 

  
 
Find out more 
 
For further information, advice and guidance please 
contact one of our specialists: 
 
Jaimie King  Corporate Services Manager 
Telephone  01284 752 313 
Email   jaimieking@whitingandpartners.co.uk 

Matilda Mawson   Assistant Tax Manager 
Telephone  01284 752 313 
Email   matildamawson@whitingandpartners.co.uk 

 
This is a general illustrative guide only and individual professional advice should be obtained on specific issues. 
Information is believed correct at time of publication in July 2020 but may alter. 
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Bury St Edmunds Office 
Greenwood House, Greenwood Court 
Skyliner Way 
Bury St Edmunds, Suffolk 
IP32 7GY 
Telephone:  (01284) 752313 
E-mail:  bury@whitingandpartners.co.uk 

      Peterborough Office 
Eco Innovation Centre 
Peterscourt,  
City Road 
Peterborough, Cambridgeshire 
PE1 1SA 
Telephone:  (01733) 564082 
E-mail: peterborough@whitingandpartners.co.uk 

 
Ely Office 
George Court 
Bartholomew’s Walk 
Ely, Cambridgeshire 
CB7 4JW 
Telephone:  (01353) 662595 

   E-mail:  ely@whitingandpartners.co.uk 

 
Ramsey Office 
108 High Street 
Ramsey 
Huntingdon, Cambridgeshire 
PE26 1BS 
Telephone:  (01487) 812441 

      E-mail:  ramsey@whitingandpartners.co.uk 

 
King’s Lynn Office 
Norfolk House 
Hamlin Way, Hardwick Narrows 
Kings Lynn, Norfolk 
PE30 4NG 
Telephone:  (01553) 774745 
E-mail:  kingslynn@whitingandpartners.co.uk 

 
St Ives Office 
Raleigh House 
14C Compass Point Business Park 
St Ives, Cambridgeshire 
PE27 5JL 
Telephone:  (01480) 468931 
E-mail:  stives@whitingandpartners.co.uk 

 

March Office 
The Old School House 
Dartford Road 
March, Cambridgeshire 
PE15 8AE 
Telephone:  (01354) 652304 
E-mail:  march@whitingandpartners.co.uk 

 
 

St Neots Office 
First Floor, Phoenix House 
2 Phoenix Park 
Eaton Socon 
St Neots, Cambridgeshire 
PE19 8EP 
Telephone:  (01480) 470755 
E-mail:  stneots@whitingandpartners.co.uk 

 

  Mildenhall Office 
  Willow House 
  46 St Andrews Street 
  Mildenhall, Suffolk 
  IP28 7HB 
  Telephone:  (01638) 712267 

 

Wisbech Office 
12 & 13 The Crescent 
Wisbech, Cambridgeshire 
PE13 1EH 
Telephone:  (01945) 584113 
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 Coronavirus Business Interruption Loan Scheme (CBILS) and  

Coronavirus Bounce Back Loan Scheme (BBLS) in practice 

 

 
Coronavirus Business Interruption Loan Scheme (CBILS) and Coronavirus Bounce Back Loan Scheme 
(BBLS) 
 
Accounting – in summary 
These must be initially recognised at present value of future payments, discounted at a market rate of interest (likely 
the stated rate on a CBILS or BBLS loan). 
 
Subsequent measurement is at amortised cost using the effective interest method. 
 
Any difference between the amount of cash received (DR Bank) and the discounted present value (CR Liability) will be 
recognised as finance income. This represents the present value of the interest in the first 12 months paid by the 
government. 
 
 
Example 
Business receives a loan of £200,000 at 3% interest, with the first 12 months “interest-free” (the government pays the 
interest). The term is 5 years with regular monthly repayments. For simplicity, the below example assumes the loan 
was taken out on day 1 of the business’ financial year. 
 
 
Initial recognition 
At the end of year one, the accounts need to show a creditor of £200,000 as this is when the payments will begin and 
interest will start accruing. Therefore on day one the loan must be recognised at present value as if 3% interest had 
been accrued. This gives £194,174 (£200,000 x (100/103)).  
 
 
DR Cash £200,000, CR Liability £194,174, CR P&L £5,826 
 
 
At the end of year one, the liability needs to increase to agree to the amount owed. 
 
 
DR P&L £5,826, CR Liability £5,826 
 
 
Following this the accounting treatment is as per usual, reducing the liability for the amount paid monthly and 
increasing it for the accrued interest for the period. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
This is a general illustrative guide only and individual professional advice should be obtained on specific issues. 
Information is believed correct at time of publication in July 2020 but may alter. 

 


