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COVID-19: Focus on furlough and  
DC pension contributions

YES, at a minimum level. The Coronavirus Job Retention Scheme will cover 80 per cent of furloughed 
employees' salary costs (up to a maximum of £2,500 a month), plus the employer’s minimum automatic pension 
contribution of 3% of qualifying earnings, based on the 80% of salary paid under the scheme. 

1. Are pension contributions included within the Coronavirus Job Retention Scheme? 

YES. Employers are still liable for auto-enrolment contributions, unless the furloughed employee has opted out 
or ceased saving into the pension scheme. As noted above, you can claim the cost of the employer’s minimum 
automatic enrolment pension contributions on the subsidised salary. Any contributions above the statutory 
minimum would be made at the employer’s cost. If an employer pays the remaining 20% of salary, it should also 
pay auto enrolment contributions on that amount. 

2. Do I have to pay pension contributions for furloughed employees?

Any contributions above the statutory minimum would be made at the employer’s cost. HMRC’s guidance does 
not appear to grant a contractual easement for those employers who had agreed to pay employer contributions 
above the statutory 3% minimum employer contribution. 

3. What if I pay contributions of more than 3% normally?

YES, unless the furloughed employee has opted out or ceased saving into the pension scheme. It is currently 
unclear whether there will be an easement for employers who seek to increase an employee’s contribution rate 
or reduce their own to account for the fact the employer will only be able to recover the statutory minimum 
contribution on the subsidised salary. Usually a 60 day consultation requirement would apply in order to be able 
to do this. If you make contributions to an occupational DC scheme, there may also be restrictions in the scheme 
rules that apply to this kind of change. The Pensions Regulator may issue some guidance to deal with this.

4. Will furloughed employees continue to make pension contributions?

NO, even if you may consider it to be in an employee’s interest to consider this option, you risk being in breach of 
your statutory obligations by inducing an employee to opt out. 

5. Can I suggest that employees consider whether to opt-out of pension saving?



Arc Pensions Law: COVID-19: Focus on furlough and DC pension contributions 2

You should consider asking your pension provider (or trustees if you have an occupational DC scheme in place) 
about whether they have reviewed their default investment pathway and whether they have made or are planning 
any changes in the current volatile investment environment. This is something members may be worried about 
and would welcome communication about what is being done to look after their pension pot.

7. Is there anything I should raise with our pension provider?

An employee who currently makes contributions by way of salary sacrifice will have agreed to a reduction in 
their salary to account for the pension contribution being made by the employer on their behalf. HMRC have 
confirmed that the reference salary under the Coronavirus Job Retention Scheme does not include any pension 
contributions made by way of salary sacrifice. This means their salary for the Coronavirus Job Retention Scheme 
will be lower than it would otherwise have been. It seems employees who are participating in salary sacrifice will 
be worse off than those who are not, if the employer doesn’t make any top up payment over the 80% subsidised 
salary. The employer may still have an obligation to pay the contributions that have been sacrificed. 

In terms of making changes to salary sacrifice, HMRC note that COVID-19 amounts to a life event that could 
justify changes to salary sacrifice arrangements (provided the employment contract is updated accordingly).

9.	 What	if	I	have	a	salary	sacrifice	arrangement	for	pensions	in	place?

NO, although the position may change. The Pensions Regulator has not issued any specific guidance in respect of 
late automatic enrolment pension contributions. 

However, the Pensions Regulator has acknowledged publicly that schemes may struggle to meet statutory 
deadlines and is taking a practical and pragmatic approach to funding issues for defined benefit pension schemes. 
If there are difficulties with payroll or other administrative issues which mean contributions are paid over late, 
they may take a similar pragmatic approach to DC arrangements but this is not yet clear. 

8. Can I pay pension contributions late?

6. What else should I be aware of when communicating with employees about 
 their pension at this time?

Employees may well be nervous, particularly those who are approaching retirement, of the impact of COVID-19 
on the value of their DC pensions pot. The Pensions Regulator has stressed that there is an increased danger of 
scam activity in the current climate, so you may want to consider pointing members in the direction of resources 
including ScamSmart and the Money and Pensions Service.
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