      
Pension News update (October 2022)
Mini Budget 2022
On 23 September 2022, with a new Prime Minister in place and a backdrop of concerns about the rise in the cost of living, the new Chancellor Kwasi Kwarteng delivered a fiscal statement, also referred to as a ‘mini budget’. The ‘normal’ Budget, will be delivered in Spring 2023. 
There were very few measures in the mini Budget which directly impact pension schemes, but there were some announcements that may indirectly impact members:
For taxpayers in England, Wales and Northern Ireland, the basic rate of income tax payable on earnings over the Personal Allowance (currently £12,570) will drop to 19% from 20% from April 2023. There will also be one-year transitional period for Relief at Source pension schemes to permit them to continue to claim tax relief at 20%. This will not impact the RPS or BTPFSF as these are net pay pension schemes (contributions are deducted from the employee’s gross salary i.e. before tax has been deducted). 
For Scottish taxpayers, the basic rate of income tax will not change and the current tiered approach of rates between 19% and 21%, depending upon income, will remain. 
The National Insurance rate rise for 2022/23 will be reversed from 6 November 2022.
The plan to scrap 45% top rate of tax, which applies to those earning £150,000, was also announced. However, on 3 October 2022 it was announced the government would no longer be pursuing this plan.
The Chancellor, also spoke about reforms to the pension charge cap and unlocking pension fund assets in the UK. 
On 28 September 2022, as a result of a rise in gilt yields following mini budget, the Bank of England announced plans for temporary purchases of long-dated gilts until 14 October 2022 to “restore orderly market conditions”. The large and sudden rise in gilt yields had triggered calls for cash from UK defined benefit (DB) schemes with liability-driven investment (LDI) funds.
Change of ministers at DWP
1. Following the departure of Guy Opperman from his role on 20 September 2022, a new pensions minister is now in place. The new appointment is Alex Burghart, MP for Brentwood and Ongar, who had previously been a parliamentary under-secretary for the Department for Education.
2. Guy Opperman had become the longest serving pensions minister, with over 5 years in the post.
3. Earlier in the month, Chloe Smith was appointed as the Secretary of State for Work and Pensions, replacing Thérèse Coffey.
PPF consultation on 2023/24 levy rules
On 29 September 2022, the Pension Protection Fund (PPF) published a consultation setting out its proposals for the 2023/24 levy rules. 
The headline news is that in the light of the PPF’s current funding position (£11.7 billion in reserves) and a lower expectation for future claims, the PPF propose to set their levy estimate at £200 million for 2023/24. This is a reduction of £190 million compared to the 2022/23 levy estimate, with around 96% of schemes predicted to see a levy reduction. 
The key proposals are as follows:
Adjusting the levy rates for levy bands 2 to 10, and halving the band-to-band increase in levy rate.
Reducing the risk-based levy factor by 23% from 0.48 to 0.37. 
Reducing the scheme-based levy multiplier by 10% from 0.0021% to 0.0019%. 
Retaining the risk-based levy cap at 0.25% of scheme liabilities. 
Ceasing the adjustment introduced for 2022/23 to support schemes whose levies would otherwise increase significantly as a result of employers seeing post-COVID downgrades in insolvency risk scores.
Updating asset stresses to reflect the increased number of asset classes expected to be collected in the 2023 Scheme Returns, with the main change being a reduction in the negative stress which is applied to UK equities, bringing it into line with the other quoted equity classes. 
The percentage reduction of risk-based levies collected is expected to be greater than the percentage reduction of scheme-based levies, with the PPF estimating an average reduction in risk-based levy of over 50%. The PPF have also indicated their anticipation that in future years that the levy estimate is likely to reduce further.
The consultation also looks at the longer term expectation of lower levies and the need to simplify the methodology whilst having the flexibility to increase the levy if required. As a consequence the consultation sets out four key design principles that the PPF believe should inform how they evolve the levy methodology, including:
Increased flexibility in the amount of levy the PPF aim to collect;
Increased flexibility to charge scheme-based levy;
Rebalancing the risk-based levy to emphasise underfunding and a lesser focus on employer insolvency; and
Being open to using different approaches to how the levy is calculated depending on scheme size.
The consultation closes on 10 November 2022 with the final rules for the 2023/24 year expected to be published in December 2022. A response to the consultation is currently being considered.


Protecting pension savers
On 30 September 2022, the House of Commons Work and Pensions Committee (WPC) published its third and final report from its inquiry on protecting pension savers, focusing on adequacy of retirement incomes and auto-enrolment (AE). The report concludes that AE has been successful in increasing pension participation but outlines three main challenges that need to be addressed:
Many are not saving enough for an ‘adequate’ income in retirement;
There are many people not within the scope of AE due to low pay or because they are self-employed; and
The decisions people take at and in retirement often result in them not having a sustainable income that meets their needs throughout later life.
[bookmark: _GoBack]The WPC recommends that the government set up a new office to address this issue. The government’s response to the report is due by 30 November 2022.
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