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Trustees and sponsors are having to rapidly assess the impact of Covid-19 on their pension 

schemes. Things are uncertain and changing day by day, so we must all work together to 

steady the ship as best we can. Arc is committed to supporting its clients through the next 

few weeks and months. Below are some practical considerations for those involved in running 

pension schemes to help them mitigate the risks and support members. 

If you would like to discuss the impact on your specific scheme get in touch with your 

usual Arc contact. The Pensions Regulator has produced guidance, which emphasises the 

importance of monitoring the risks and putting contingency plans in place. 
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Trustees will want to ensure members are paid their benefits on time. Member payments (e.g. on retirement, 
death or transfers) and financial transactions (e.g. DC investment switches) must also continue to be made 
promptly and, in some cases, in accordance with statutory timeframes. Staff absences due to illness or lockdowns 
may mean that service providers struggle to meet agreed service levels. Late payments or transactions could 
risk future claims that members have suffered financial loss because of delay. Administrators may see a material 
increase in member queries across all schemes and in-house teams may be similarly stretched. Service providers 
and professional advisers are likely to be operating alternative working arrangements, some of which may have 
been previously untested to this extent. 

Trustees should consider how they will be able to function effectively if, for example, any of their fellow trustees 
were to be unwell, or time-poor due to competing pressures in their day job or looking after family members. Trustee 
absences could lead to meetings being inquorate or introduce delays in key decision-making processes. It is likely that 
face-to-face meetings will be difficult to organise for some time and new virtual ways of working will be used. 

Trustees should engage with all service providers and 
advisers now to understand the business continuity 
plans that are in place and who should be contacted if 
usual members of staff are not available. They should 
talk about potential key areas of disruption and how they 
will be mitigated. Key areas of focus for administration 
will include payroll (e.g. can it be run remotely or even 
manually with data received directly from the sponsor? 
Do trustees have a contingency plan for a failed pensioner 
payroll? Is there enough cash in the bank to pay several 
months without disinvesting?), member transactions 

such as transfers out and DC investment switches (which 
are very vulnerable to market volatility) and maintaining 
data security. It might help to identify critical services to 
help providers prioritise correctly. Legal advice should be 
sought on any contractual issues that arise, in particular 
if the trustees are considering making a claim for losses 
or if the provider says it may rely on a ‘force majeure 
clause’, which is a common contractual term that allows 
services to be suspended or terminated in limited extreme 
circumstances.

An effective trustee continuity plan should be put in 
place. Technologies should be tested to ensure trustees 
can continue to communicate with each other, advisers 
and providers, whilst maintaining data security. Trustees 
should check the scheme’s trust deed and rules (and 
articles of association for a corporate trustee) to see 
whether trustee meetings can be held remotely, either by 
video or telephone conference, and how to ensure trustee 
decisions remain valid with fewer trustees participating 
in decisions. Delegated authorities and a deputy Chair 
should be considered to ensure key decisions continue 
to be made in a timely fashion. Trustees should continue 

to be able to access key scheme documents and any ‘key 
person’ risks (e.g. unavailability of the scheme secretary 
and/or pensions manager) should be identified and 
managed where possible. Trustee procedures should 
be checked to ensure documents can be executed 
electronically and how signing mandates can be updated 
quickly if needed. Business plans should be reviewed to 
identify priority actions in the next few months, such as 
valuations and accounting deadlines. Many new actions 
will arise as a result of dealing with the current situation. 
Take a look at any liability insurance that is in place to see 
what it would cover. 

1. Continuity of administration and other services 

2.	 Ensure	trustee	board	effectiveness	

Action 

Action 
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Most sectors will now be feeling the impact of the sudden slowdown in global trade and this may affect the 
employer covenant. Employers may find themselves unable to meet the payments due under the schedule of 
contributions/payment schedule and discussions might be needed. Triggers for reporting or additional funding 
under contingent asset arrangements (e.g. guarantees) might have been met. Transfer value bases may no longer 
be appropriate in such volatile markets. Trustees may want to consider reviewing other factors, such as for early/
late retirements and commutation, or indeed any discretionary practices which put a strain on funding. The 
Pensions Regulator will set out its position for March and April actuarial valuation dates in its annual funding 
statement, to be published after Easter. Schemes with valuations in progress at the moment might consider 
making a post-valuation event adjustment on advice of the scheme actuary. 

Many schemes are suffering from the current volatility in the markets. In the light of the changing economic 
environment, the scheme’s investment strategy may no longer be appropriate. This may be true for both DB schemes 
and DC default arrangements. Any exposure within certain sectors, asset classes and jurisdictions needs to be 
understood and your investment advisers are no doubt working hard on this. Investment funds might apply “gating” 
provisions (prohibiting disinvestments). In DC defaults, members near retirement age are likely to be most at risk 
depending on the strategy. Any triggers built into DB investment strategies will need reviewing to check they are still 
appropriate. It’s currently hard to predict outcomes. Liquidity and cashflow could be an issue, as could trading costs 
and pricing for portfolio changes. However there may be market opportunities to be found. 

Trustees should speak to their covenant advisers to 
understand the potential impact on the employer’s 
covenant. This review might lead to a decision to reopen 
funding discussions, with employers asking trustees to 
be flexible in relation to deficit repair contributions. The 
scheme actuary will be able to advise what action would 
be appropriate to protect scheme funding. Trustees 
should also engage with the employer directly, to request 
regular updates on their financial position and visibility 
of their contingency plan, as well as checking the terms 
and impact of any contingent assets in place. Access to 
cashflow will also give trustees a “financial buffer” at this 

time, so they could consider increasing any current cash 
reserve. DB schemes may want to put transfer payments 
on hold. For DC schemes, employer contributions should 
continue to be monitored against the payment schedule 
and late payments might need reporting to the Pensions 
Regulator and members. Understanding the reason 
why any contributions are late, and the trustees and 
employer working together, will be even more important 
at this difficult time. Attention should be paid to any 
announcements made by the Pensions Regulator during 
this time.

Trustees should consult their investment advisers to see if 
any changes should be made to the scheme’s investment 
strategy. Trustees will need to consult the employer if they 
decide to amend the statement of investment principles. 
Trustees of DC schemes should continue to monitor the 
performance of its investment options, in particular any 
default arrangements. Investing in the scheme’s lifestyle 
arrangement may no longer be appropriate for some 
members, with some locking-in big losses if lifestyling 

continues. Whilst that is less problematic for those close 
to retirement, it will be concerning for those who are a 
long way off. Trustees should take advice on suspending 
the lifestyle arrangement to allow recovery. Everyone 
involved in the investment chain will need to talk to each 
other, so making sure consultants are talking to managers 
and, where relevant, platform providers will help ensure 
trustees have the right information to make, what might be, 
time pressured decisions. 

Action 

Action 

3. Funding and covenant considerations

4. Impact on investments
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Where a pension scheme insures death benefits, it is possible that an event such as a global pandemic results in 
the insurer being able to avoid payment or limit the amount of the payment. Whether this is the case will depend 
on the terms of the policy. 

Any information regarding a member’s health will be special category data for GDPR purposes. As schemes 
explore different workarounds to make the technology work, there is the potential to create opportunities for 
cyber thieves. 

Check the terms of the policy to see what the insurer is required to pay out should a member die of a cause related to 
Covid-19. Scheme rules should be checked to see who bears the risk of non-payment. This may be the employer.

Trustees should also make sure they are familiar with the scheme’s GDPR policy, to make sure any member health data is 
handled appropriately. Extra vigilance will be required, particularly when schemes are experimenting with new IT solutions. 
The Information Commissioner’s Office has been publishing data protection guidance.

5.	 Checking	death	benefit	insurance	

6. Keeping data safe

This is a worrying time and schemes may see a spike in the volume of member queries, particularly from those 
approaching retirement. Employer contributions and pensionable pay calculations might change for staff who are 
unwell or unable to work for prolonged periods. DC schemes may see members looking to reduce contributions 
(where permitted) if they are suffering financially. Pensionsers may worry that their pension will not get paid on time. 

Members will be looking for reassurance and any queries 
should be handled sensitively. Timely and targeted 
communications may be helpful, particularly to reassure 
those who are close to retirement. In addition, trustees 
could consider issuing a general “FAQ” statement, 
reminding members of guidance services available, such as 
the Money Advice Service. It would be sensible to manage 
expectations around possible service disruptions, such as 

processing transfers or other transactions. DC members 
could benefit from explanations about market shocks, 
particularly if they are near retirement. Legal advisers 
will be able to help schemes understand how prolonged 
absences should be dealt with in terms of member and 
employer contributions, bearing in mind the scheme 
rules, contractual obligations and automatic enrolment 
requirements. 

7. Getting in touch with members 

Action 

Action 

Action 
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There is a lot of pricing uncertainty at what was already a busy time in the bulk annuity market. The market is 
already short of people and this may get worse as the virus spreads, meaning deals could take longer. There 
could be some opportunities out there, but there may also be challenges, such as security in the payment of the 
premium in unprecedented markets, ensuring administrators can do the data cuts properly and taking account 
of deaths which could be elevated. It may take some time before insurers would be likely to change long-term 
longevity assumptions but clearly pricing should improve if they did. With insurer ratings being downgraded, an 
insurer covenant report may now be more important for anyone in or approaching a transaction.

The PPF has adapted its processes for submitting contingent assets to reflect current difficulties sponsors and 
trustees might face at the moment and indicated there may be some flexibility on the 31 March deadline if, for 
example, key individuals are unwell or in self-isolation.    As well as certifying online, documents must also be 
emailed to the PPF by 5pm on 1 April 2020. 

Trustees should speak to their consultants about the potential impact on any ongoing or planned bulk annuity 
transactions.

If you are recertifying a contingent asset you should check the PPF website: 
https://ppf.co.uk/news/our-coronavirus-COVID-19-preparation
and take any necessary advice. 

8. Managing the impact of uncertainty in the bulk annuity market

9.	 Hitting	the	deadline	for	PPF	contingent	asset	certification	

DC bulk transfers (for example, to a master trust) might result in members being re-risked more than anticipated, 
particularly where members are being mapped into different asset classes.   For both DC and DB bulk transfers the 
current market volatility and possible high trading costs will impact transition costs and value considerations.  

Investment and legal advice might be needed to understand whether any bulk transfer should proceed and, if not, the 
impact of any delay for the scheme and members. 

10. Careful handling of scheme mergers 

Action 

Action 

Action 
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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. 

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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