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Whereas a draft of this instrument was laid before Parliament in accordance with
section 316(2)(a), (c) and (g) of the Pensions Act 2004(a) and approved by resolution
of each House of Parliament;

The Secretary of State for Work and Pensions, in exercise of the powers conferred upon
him by sections 117(1), (3) and (7)(a), 126(1)(b), 174(1), (2), 181(5), (8)(a), 189(11)(a),
209(7) and (8), 315(2), (4) and (5) and 318(1) of the Pensions Act 2004(b) and of all
other powers enabling him in that behalf, having consulted the Board(c), and with the
approval of the Treasury(d), by this instrument, which is made before the end of the
period of six months beginning with the coming into force of the provisions of that
Act by virtue of which it is made(e), hereby makes the following Regulations:

PART 1
PRELIMINARY

Citation, commencement and extent

1.—(1) These Regulations may be cited as the Occupational Pension Schemes
(Levies) Regulations 2005.

(2) These Regulations come into force on 1st April 2005.
(3) These Regulations extend to England and Wales and Scotland.

I nterpretation

2. In these Regulations—
“the 1993 Act” means the Pension Schemes Act 1993(f);
“the 1995 Act” means the Pensions Act 1995(g);
“the 2004 Act” means the Pensions Act 2004;

“active member”, in relation to a scheme, has the meaning given by section 318 of
the 2004 Act (but subject to regulation 10(7));

“the administration levy” means the levy imposed under section 117 of the 2004
Act by regulation 4(1);

“deferred member” has the meaning given by section 124(1) of the 1995 Act (but
subject to regulation 10(7));

“eligible scheme” has the meaning given by section 126 of the 2004 Act (but
subject to regulations 15 to 18);

“financial year” means a period of 12 months ending with 31st March;

“the initial levy” means the levy imposed under section 174 of the 2004 Act by
regulation 9;

“the initial period” means the period provided for by regulation 8;

“life member”, in relation to a scheme, means a person who is an active member
but whose service under the scheme is only pensionable service by virtue of
qualifying him for death benefits;

(a) 2004 c. 35.

(b) Section 318(1) is cited because of the meaning given by that section to “prescribed” and
“regulations”.

(c) See section 117(4) of the Pensions Act 2004.

(d) See section 174(3) of the Pensions Act 2004.

(e) See section 317 of the Pensions Act 2004 which provides that the Secretary of State must
consult such persons as he considers appropriate before making regulations by virtue of the
provisions of that Act (other than Part 8). This duty does not apply where regulations are
made before the end of six months beginning with the coming into force of the provisions
of that Act by virtue of which the regulations are made.

(f) 1993 c. 48.

(g) 1995 c. 26.
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“member”, in relation to a scheme, has the meaning given by section 318 of the 2004
Act (but subject to regulations 5(6) and 11(4));

>ldq
“pension credit member” has the meaning given by section 124(1) of the 1995 Act(a);

“pension credit rights’ has the meaning given by section 124(1) of the 1995 Act;

“pension protection levy” means a levy imposed in accordance with section 175 of
the 2004 Act;

“pensionable service” has the meaning given by section 124(1) of the 1995 Act;
“pensioner member” has the meaning given by section 124(1) of the 1995 Act(b);

“registrable scheme” has the meaning given by section 59(2) of the 2004 Act and
regulations made under that section;

“scheme year”, in relation to a scheme, means—

(@) ayear specified for the purpose of the scheme in any document comprising
the scheme or, if none, a period of 12 months beginning on 1st April or on
such other date as the trustees or managers select; or

such other period (if any) exceeding 6 months but not exceeding 18 months
asis selected by the trustees or managers—

(i) in connection with the commencement or termination of the scheme; or

(ii) in connection with a variation of the date on which the year or period
referred to in paragraph (a) is to begin.

(b)

PART 2

»’ADMINISTRATION LEVY «
3. »’«

»2Liability for theadministration levy«

4.—(1) The trustees or managers of each eligible scheme are liable to pay a levy
(“the administration levy”) to the Secretary of State in respect of the scheme for the
purpose of meeting—

(@) expenditure of the Secretary of State relating to the establishment of the
Board,;

(b) any expenditure of the Secretary of State under section 116 of the 2004 Act.
(2) »24
(3) »2The administration levy is« payable in respect of each financial year.
(4) »2«

(5) »2Theadministration levy inrespect of afinancial year is« payable on thefirst
day of that year, unless paragraph (6) applies.

(6) If ascheme is not an eligible scheme on that day but becomes such a scheme
during the financial year, »%he administration levy is<« payable on the day after that
on which that year ends.

(a) The definitions of “pension credit member” and “pension credit rights” were inserted by
paragraph 61 of Schedule 12 to the Welfare Reform and Pensions Act 1999 (c. 30).

(b) A relevant amendment of section 124(1) was made by paragraph 69(2) of Schedule 12 to
the Pensions Act 2004.
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Thereference day

5.—(1) The amount of »the administration levy« payablefor afinancial year (“the
levy year”) in respect of a scheme is calculated by reference to the number of the
scheme’s members on the reference day.

(2 In the case of a scheme established on or before 31st March 2005, for the levy
»2year « beginning on 1st April 2005 »24, thereference day is 31st March 2005.

(3) In the case of a scheme established on or after 1st April 2005, for the levy
»2year« beginning on 1st April 2005 »24, the reference day is the date on which the
scheme becomes a registrable scheme.

(4) For alevy year beginning on or after »21st April 20064 the general rule is that
the reference day for a scheme is the last day of the scheme year which ended before
the beginning of the previous levy year.

(5) But if the scheme was established too late to have such a scheme year, the
reference day is the date on which the scheme becomes a registrable scheme.

(6) Inthisregulation and regulation 6 “member”, in relation to a scheme, does not
include a life member of the scheme, unless he—
(@) isapensioner or pension credit member of the scheme, or
(b) would be a deferred member if he were not an active member.

The amount payable

6.—(1) In the case of the administration levy, the amount payable for a financial
year in respect of a scheme with the number of members on the reference day that is
specified in column 1 of the table for that levy for that year is—

(@) the amount specified for such a schemein column 2 of the table (where M is
the number of the scheme’s members on the reference day); or

(b) if no amount is so specified or an amount which is greater is specified for
such a scheme in column 3 of the table, that amount.

»3(2) Thisisthetablefor the administration levy for the financial year ending with
31st March 2017-

Column 1 Column 2 Column 3
Number of members on Amount of levy calculated Minimum amount of
the reference day by reference to number of levy
members (M)
2to 11 £42
12 t0 99 £4.24 multiplied by M
100 to 999 £3.06 multiplied by M £420
1,000 to 4,999 £2.38 multiplied by M £3,060
5,000 to 9,999 £1.80 multiplied by M £11,900
10,000 or more £1.26 multiplied by M £18,000.4

(3) If, in any case where the reference day is determined in accordance with
regulation 5(2) (31st March 2005), the number of members of the scheme on that day
differs from the number according to the register compiled and maintained under
regulations made under section 6 of the 1993 Act, the number according to that register
is to be taken as the number on that day for the purposes of these Regulations.

(4) For schemes that are eligible schemes for only part of the financial year, see
regulation 7.
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Regs. 7-9
Schemes eligible for only part of the financial year

7.—(1) This regulation applies if a scheme that is not an eligible scheme at the
beginning of afinancial year becomes such a scheme during that year.

(2) Theamount of »'the administration levy« payablein respect of the schemefor that  *words substituted in
year is such proportion of the full amount so payable asthe period beginning with the date  reg. 7(2) by reg. 2 of
on which it becomes such a scheme and ending with the financial year bearsto thewhole ) 02307/994 as from
financial year. A

»2Waiver of the administration levy 2Reg. 7A inserted by
) . . o L . . reg. 4 of S.I. 2007/994
7A.—(1) Thisregulation applies to an eligible scheme if, in respect of afinancial as from 30.3.07.

year—
(@) any amount payable by way of any pensin protection levy in respect of the
scheme is waived under regulations made under section 18(8)(b) of the 2004
Act; and

(b) the scheme is not a scheme which is authorised under section 153 of the
2004 Act(a) to continue as a closed scheme.

(2) In respect of the same financial year, any amount payable by way of the
administration levy in respect of the scheme is also waived. <

PART 3
THE INITIAL LEVY

Theinitial period

8. For the purposes of section 174(1) of the 2004 Act the period for which the
initial levy isimposed begins with 6th April 2005; and accordingly the initial period
begins with that date and ends with 31st March 2006.

Liability for theinitial levy

9.—(1) Thetrustees or managers of each eligible scheme areliableto pay theinitial
levy to the Board in respect of the scheme for the initial period.

(2) Theinitial levy is payable on 6th April 2005.
(3) Paragraph (2) is subject to paragraphs (4) to (7).

(4) If the amount of the initial levy in respect of a scheme is not notified under
section 181(3)(c) of the 2004 Act to the person liable to pay it before the day on which
it would (apart from this paragraph) be payable, the levy is payable within the period
of 28 days beginning with the date on which the notification is given or, if earlier, on
31st March 2006.

(5) If, on an application to the Board by trustees or managers who are liable to pay
the initial levy to the Board in respect of a scheme, the Board considers that it is
appropriate to do so in view of any exceptional circumstances that apply in relation to
the scheme, it may agree to accept payment of the initial levy by instalments and, if it
does so—

(a) thefirst instalment is payable as mentioned in paragraph (2) or, as the case
may be, paragraph (4); and

(b) any subsequent instalment is payable at such later time or times during the
initial period as are notified under section 181(3)(c) of the 2004 Act to the
person liable to pay the levy.

(a) Section 153 of the Pensions Act 2004 is modified in it application to partially guaranteed
schemes by S.I. 2005/277 and in its application to multi-employer schemes by S.I. 2005/441
(relevant amending instruments are S.I. 2005/993 and 2113).
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(6) If the Board requires the Regulator to discharge its functions under section
181(3)(c) on the Board's behalf, the reference to the Board in paragraph (5) is to be
taken as a reference to the Regulator.

7) -

(@) on 6th April 2005 a scheme is not an eligible scheme; but
(b) it becomes such a scheme during the initial period,

then, subject to paragraphs (4) and (5), the initial levy in respect of the scheme is
payable on 31st March 2006.

Theamount of theinitial levy

10.—(1) The amount of theinitial levy payable in respect of a schemeis calculated
by reference to the number of persons appearing to the Board or, if the Board requires
the Regulator to discharge its functions under section 181(3)(b) on the Board’s behalf,
to the Regulator, to fall within paragraphs (3), (4) and (5) on the reference day.

(2) In paragraph (1) “the reference day” means—

(@) inthe case of a scheme that was established on or before 31st March 2005,
that day; and

(b) otherwise, the date on which the scheme becomes a registrable scheme.
(3) For each active member of the scheme, £15 is payable.

(4) For—
(@) each pensioner member of the scheme;

(b) each pension credit member who by reason of rights under the scheme
attributable (directly or indirectly) to apension credit isentitled to the present
payment of pension; and

(c) each other person who isentitled to the present payment of pension by reason
of rights under the scheme in respect of a deceased member,

£15 is payable.

(5) For—
() each deferred member of the scheme; and

(b) each pension credit member who is not entitled to present payment of a
pension as a result of his pension credit rights,

£5 is payable.

(6) If a person falls within more than one paragraph in this regulation or within
more than one sub-paragraph in a paragraph, a separate amount is payable under this
regulation in respect of that person as a result of his falling within each of those
paragraphs or, as the case may be, sub-paragraphs.

(7) For the purposes of this regulation, a person is not regarded as an active member
of ascheme if he is alife member of the scheme; and such a person is not excluded
from being a deferred member by reason only of being an active member.

Supplementary provisionsrelating to the calculation of theinitial levy

11.—(1) If, in the case of a scheme that was established on or before 31st March
2005, the Board is unable on or before 6th April 2005 to determine the number of
persons falling within paragraphs (3) to (5) of regulation 10 on the reference day (as
defined in regulation 10(2)(a)), it is to be assumed for the purposes of regulation 10
that on that day—

(a) all the members of the scheme were active members; and

(b) there were no persons falling within paragraph (4)(c) of that regulation.
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(2) If the Board requires the Regulator to discharge its functions under section
181(3)(b) onthe Board’s behalf, the reference in paragraph (1) to the Board includes a
reference to the Regulator.

(3) Inthe case of ascheme that was established on or after 1st April 2005, itisto be
assumed for the purposes of regulation 10 that on the reference day—
(@) all the members of the scheme were active members; and
(b) there were no persons falling within paragraph (4)(c) of that regulation.
(4) 1f by virtue of paragraph (7) of that regulation a person is not regarded as either
an active or deferred member of the scheme for the purposes of that regulation, heis

not regarded as a member of it for the purposes of paragraph (1)(a) or (3)(a) of this
regulation.

(5 Nothing in paragraph (1) or (3) prevents a determination of the amount of theinitial
levy payablein respect of a scheme that is made on the basis of the assumption mentioned
in that paragraph from being reviewed by virtue of Chapter 6 of Part 2 of the Act of 2004
(reviews, appeals and maladministration) on the ground that the assumption is in fact
incorrect.

Schemeseligible for only part of the levy period

12.—(1) Thisregulation applies where a scheme is an eligible scheme for only part
of the period in respect of which the initial levy is payable.

(2) Section 181(5) of the 2004 Act (by virtue of which only a proportionate part of
the levy is payable by such schemes) does not apply if the scheme ceases to be an
eligible scheme during the period in question (and so the full amount of the initial
levy is payable).

PART 4
GENERAL

Meaning of “thelevies’ in Part 4

13.—(1) In this Part “the levies’ means the administration levy, »'the pension
protection levy, < »24.

(2) But that is subject to regulation 14(3) »or, as the case may be, 15(7)«.

Attribution of paymentsin respect of levies

14.—(1) Thisregulation applies where—
(@) apayment is madein respect of alevy; and
(b) itisnot apparent to which of two or more of the levies the payment relates.
(2) The amount paid is to be apportioned between those two or more leviesin the
same proportions as the amounts outstanding in respect of each of them at the date the

payment is made bear to the total amount outstanding in respect of both or, asthe case
may be, all of them at that date.

(3) In this regulation “the levies” includes »!«4 any fraud compensation levy
imposed by regulations under section 189 of the 2004 Act.
Multi-employer schemes

15.—(1) If aschemein relation to which thereis more than one employer is divided
into two or more sections and the provisions of the scheme are such that they meet
conditions A and B, the provisions of these Regulations (apart from this regulation)
apply asif each section of the scheme were a separate scheme.
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(2) Condition A is that contributions payable to the scheme by an employer, or by a
member in employment under that employer, are allocated to the section that applies to
that employer or, if more than one section applies to the employer, to the section which is
appropriate in respect of the employment in question.

(3) Condition B is that a specified part or proportion of the assets of the scheme is
attributable to each section and cannot be used for the purposes of any other section.

(4) For the purposes of paragraph (1), any provisions of the scheme by virtue of which
contributions or transfers of assets may be made to make provision for death benefits are
disregarded.

(5) But if paragraph (1) applies and, by virtue of any provisions of the scheme,
contributions or transfers of assets to make provision for death benefits are made to a
section (“the death benefits section”) the assets of which may only be applied for the
provision of death benefits, the death benefits section is also to be treated as a separate
scheme.

(6) For the purpose of this regulation, any provisions of the scheme by virtue of which
assets attributable to one section may on the winding up of the scheme or a section be used
for the purposes of another section are disregarded.

»1(7) This regulation does not apply to any pension protection levy. <

Partially guaranteed schemes

16.—(1) This regulation applies if arelevant public authority has—

(@) given a guarantee in relation to any part of a scheme, any benefits payable
under the scheme or any member of the scheme; or

(b) made any other arrangements for the purposes of securing that the assets of
the scheme are sufficient to meet any part of its liabilities.

(2) The provisions of these Regulations (apart from this regulation) apply asif the
scheme did not include any part of the scheme—
(@) in relation to which the guarantee has been given;

(b) which relates to benefits payable under the scheme in relation to which the
guarantee has been given; or

(c) whichrelatesto benefits payable under the schemein relation to theliabilities
for which those other arrangements have been made.

(3) Inthisregulation “relevant public authority” has the meaning given in section
307(4) of the 2004 Act.

Hybrid schemes

17. The provisions of these Regulations (apart from this regulation) apply in the
case of any scheme that is a hybrid scheme (as defined in section 307(4) of the 2004
Act) asif the scheme did not include any part of the scheme relating to money purchase
benefits.

Avoidance of doubleliability: schemesin Northern Ireland

18.—(1) Thisregulation appliesif, apart from paragraph (2), any of thelevieswould
be payablein respect of aschemein respect of which acorresponding Northern Ireland
levy isimposed.

(2) The schemeis only an eligible scheme for the purposes of the levy in question
if the address of the scheme isin Great Britain.

(3) For thispurpose the address of the scheme isthe place in the United Kingdom at
which the management of the scheme is conducted or, if there is more than one such
place, the principal such place.

(4) For the purposes of paragraph (1), alevy is a corresponding Northern Ireland
levy—
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Reg. 18

(8 inthe case of the administration levy, if it isimposed under any equivalent

provision to regulation 4(1);
(b) »la Reg. 18(4)(b) omitted

. S e . - by reg. 2 of S.I. 2007/
(©) ![2 trhel(J:Ia;stti-:‘ocz‘ St)h:z;néggl levy, if it isimposed under any equivalent provision 994 25 from 1.4.07.

€9 ’ 2Sub-para. (d) added in

(d) inthecaseof the pension protection levy, if it isimposed under any equivalent reg. 18(4) by reg. 2(8)

provision to section 175 of the 2004 Act«< of S.I. 2006/935 as

from 1.4.06.

Signed by authority of the Secretary of State for Work and Pensions.

Malcolm Wicks
Minister of State,

15th March 2005 Department for Work and Pensions
We approve,

John Heppell

Nick Ainger

17th March 2005 Two of the Lords Commissioners of Her Majesty’s Treasury
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EXPLANATORY NOTE

(This note is not part of the Regulations)

These Regulations impose the administration levy, the initial levy and the PPF
Ombudsman levy provided for in sections 117, 174 and 209 respectively of the
Pensions Act 2004.

Regulation 1 provides for citation, commencement and extent.
Regulation 2 provides for interpretation.

Regulations 3 to 7 make provision for the imposition and payment of the administration
levy and the PPF Ombudsman levy. They also make general provision as to how the
amount of those levies is to be determined and the times at which they are to be paid.
Regulation 4 provides that no PPF Ombudsman levy is payable for the financial year
ending with 31st March 2006. Regulation 6 specifies the rate at which the administration
levy is payable for that financial year.

Regulations 8 to 11 make provision for the imposition and payment of the initial levy.
They also make provision as to how the amount of the levy is to be determined and the
time at which it is to be paid.

Regulation 12 providesthat, while generally schemesthat are only eligible schemesfor
part of the levy period are only liable for a proportionate part of the levy, there is no
reduction in the initial levy if the scheme ceases to be eligible during the initial period.

Regulation 13 introduces Part 4 of the Regulations which makes general provision
applying to the administration levy, the PPF Ombudsman levy and the initial levy.

Regulation 14 makes provision for the apportionment of levy payments between the
levieswhereit isnot apparent which levies apayment relatesto, and enables apportionment
to apply also where payments may relate to any pension protection levy or fraud
compensation levy.

Regulation 15 makes provision for the application of the regulations in the case of
multi-employer schemes.

Regulation 16 makes provision for the application of the regulations in the case of
schemes with partial guarantees from public authorities.

Regulation 17 makes provision for the application of the regulations in the case of
hybrid schemes.

Regulation 18 makes provision to avoid duplication of payments where the levies are
payable under corresponding provisions which have effect in Northern Ireland.

Asthese Regulations are made before the expiry of the period of six months beginning
with the coming into force of the provisions of the 2004 Act by virtue of which they are
made, the requirement for the Secretary of State to consult such persons as he considers
appropriate does not apply.

An assessment of theimpact on business, charities or the voluntary sector of the provisions
in these Regulations for the administration levy, theinitial levy and the pension protection
levy was included in the Regulatory Impact Assessment that accompanied the Pensions
Act 2004. A copy of that assessment has been placed in the libraries of both Houses of
Parliament. Copies may be obtained from the Department for Work and Pensions,
Regulatory Impact Unit, level 3, Adelphi, 1-11 John Adam Street, London WC2N 6HT.

It is expected that the provisionsin these regulations for the PPF Ombudsman levy will
have only a negligible cost impact on business, charities or the voluntary sector in future
yearsif alevy israised. Publication of afull Regulatory Impact Assessment isnot necessary
for such legiglation.
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