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Keeping calm about Covid: focus on employers

Normally, trustees would not expect to agree to a suspension of contributions due under a DB scheme’s 
Schedule of Contributions without significant financial information and specialist covenant advice. 

The Pensions Regulator (“TPR”) has issued guidance about what it expects trustees and employers to do if the 
employer asks to stop paying contributions to a DB scheme during the Covid -19 crisis. 

Currently, TPR  expects trustees to be able to agree short contribution holidays of up to three months (subject 
to some conditions which are set out below), even where there is not as much information about the longer 
term financial impact of the Covid-19 crisis on the employer business as would normally be needed.

1. Is there any TPR Guidance about DB schemes and Covid-19?

Trustees still need information about the financial impact of Covid-19 on the employer who  should give 
whatever information they can to help the trustees make a decision. This could include whether the business 
has had to shut down, the effect on orders, cash position in the business, furloughing staff, cutting executive 
pay, whether other suppliers and creditors are being paid and so on.  

What is unlikely to be available is any long term certainty about the employer’s business and when it might be in 
a position to restart contributions – that is what trustees would normally expect to see and what TPR is saying 
they can do without, on a short term basis. 

If directors are contemplating a formal insolvency process then, regardless of any suspension of contributions, 
it’s important to engage with the trustees as well as TPR and the PPF, depending on the circumstances.

2. So what information do trustees need?

Some businesses are doing well as a result of Covid-19 and they should not expect a contribution holiday. For 
employers looking to conserve cash in these unprecedented times, contributions to pension schemes are high on 
the list of payments to think about stopping. This can be a complex issue so we have put together some information 
to guide you through this difficult area.

 DB Scheme employers
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Trustees can agree to suspend employer deficit repair contributions -  either by changing the scheme’s Schedule 
of Contributions or by agreeing not to pursue the employer for contributions it simply doesn’t pay.

If there is a new Schedule of Contributions, that means the scheme actuary has to recertify the contributions 
payable, including when the unpaid contributions will be paid and when regular contributions have to start to 
be paid again. If it turns out that regular contributions are due to begin before the Covid-19 crisis is over and the 
employer is still strapped for cash, the employer and trustees will need to go through the process of agreeing a 
change again.

If the trustees decide not to pursue unpaid contributions without amending the Schedule of Contributions, 
they will have to report the late contributions to the Pensions Regulator, who has said that currently it will not 
take any action against trustees or employers for three months. 

If contributions are paid on an annual basis (rather than monthly) or a large payment for some other reason is 
due to the scheme from the employer, trustees might not want to delay the entire payment but might agree to 
receive a lower amount, or have payments spread over a period.

3. What can trustees agree?

YES. TPR expects all stakeholders to be treated equitably. So if contributions to the pension scheme are 
suspended, the trustees will expect payments to other creditors to stop too – they will ask about payments to 
banks or other lenders, payments to landlords and payments to employees. TPR wants trustees to get a legally 
enforceable agreement that there will be no dividends or other payments to shareholders before they agree to 
let the employer suspend contributions – they seem to accept this is unlikely to be in place immediately because 
of the urgency of the situation. But they will certainly expect it if contributions are deferred beyond the initial 
three months.

It might be possible to agree to longer suspension periods, particularly if lenders or other stakeholders are 
agreeing to something similar or to provide other support to the business for a longer period. Employers will 
need to keep talking to trustees about their situation.

In some cases, it may be possible to make payments to other group companies, to preserve the wider group 
liquidity and going-concern status but the trustees are expected to ask for some mitigation.

4. Are there any other conditions that have to be met?

YES. It’s important to check the rules of the DB Scheme – sometimes a failure to pay contributions can trigger 
a winding up of the pension scheme (which in turn will trigger a “section 75 debt” owed from the employers to 
the scheme).

It’s also vital to check the terms of any guarantee or other contingent assets the trustees have from the employer 
group – failure to pay contributions may trigger a payment under a guarantee or from an escrow account, or 
enable the trustees to enforce security.

5. Are there any other implications?
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Please note that this document is not a statement of the law and is intended for general information purposes only.  It  does not constitute 
advice and Arc Pensions Law is not responsible for any result arising from reliance on its content. Specific advice should be taken if you 
think any of the matters referred to affect you – please contact us if we can help. 

Many DB schemes rely on the contributions from the employer to pay pensions and benefits on a regular basis, 
so that they don’t need to disinvest the scheme’s assets. This is something that should be discussed with the 
 trustees to make sure the trustees have a plan in place to ensure the scheme has enough cash on a day to day basis.

6.	 What	about	the	pension	scheme’s	cash	flow?

Employers should check what discretions they can exercise under the scheme rules – are there benefits 
that require employer consent? If so, is that consent being asked for or is it assumed it has been granted?  
Employers could also ask trustees to review their own discretions and how they exercise them at the current 
time, to try to minimise scheme liabilities or cash calls.

7. What else can employers do to minimise the costs of the pension scheme?

A DC arrangement is different in that the contributions go into a “pot” for each member, so if the employer does 
not make payments that has a direct impact on the individual and their potential pension benefits. The Regulator 
has said it does not want to be told about late payment of contributions for 150 days. This suggests there will not 
be any immediate implication of not paying contributions – but there will be consequences if they are not paid 
over once the Covid-19 crisis is over, particularly where the employer has deducted employee contributions from 
members’ pay and failed to pass them on. There could be employee claims as well as enforcement action from the 
Regulator for failure to comply with auto enrolment requirements. 

Finally, what about DC pension arrangements – 
can an employer stop making payments to those as well?

If you no longer wish to receive these communications from us, please do let us know and we will update our records.
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