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This notice has been prepared by Neil Walsh, Prospect Pensions Advisor as a further update on the Q&A doc issued recently 
As with the July meetings, Prospect Pensions Officer, Neil Walsh, will attend the August seminars to help explain the implications of the Hymans Robertson report and answer any technical questions members may have. At the July sessions Neil outlined the potential impact of the scheme described in the consultants’ review in stark terms: members would have to pay more to get inferior benefits if the scheme was imposed on current civil servants. There was a determined mood from members attending the seminars that Prospect should resolutely oppose any imposition of detrimental changes to members’ pensions.

Notwithstanding the clear desire of members to protect their pension provision many contributors at the seminars accepted that it was sensible for the government to plan for dealing with its long-term public sector pension liabilities. There are many measures that the government could take that Prospect would support. However it is absolutely vital that the government actively engages with public sector workers and their unions if there is going to be any chance of arriving at a workable solution that meets the government’s objectives while also enjoying the support of our members. Unfortunately, to date, there has been no indication that the government is seeking to achieve the maximum possible consensus on the issue by engaging with the public sector unions before presenting proposals to Tynwald.  

The Executive Committee is currently finalising its strategy for responding to the apparent threat to members’ pensions. Members’ suggestions and involvement in campaigning on this issue will be key to a successful outcome. In the first instance the most important thing members can do is to highlight the potential effect of the government’s review to colleagues and emphasise the importance of a strong union voice in resisting detrimental changes for members. The more non-members that join the union the better placed we will be to protect everyone.

There were several suggestions for materials the union could provide to help illustrate the effect the proposals could have on members in order to motivate members to get involved in protecting their pension and to motivate non-members to join-up. These suggestions will be taken up and materials will be produced and circulated in due course. Please get in touch with any Prospect / GOA officers, reps or officials if you have any ideas or suggestions for further campaign activities on this issue.

The previous briefing contained answers to some of the most frequently asked questions on this issue raised with us. The following section builds on this with answers to further questions raised in emails and at the July seminars. You can contact Prospect with any questions that have not been answered by our briefings to date though please note that in the absence of any detailed proposals from the government it is not always possible to give definitive answers.

Questions and Answers

1. Is it right that the government can reduce the pension I have already earned?

No, but it is very important to realise that the government is not actually proposing this. While there have been no concrete proposals following the Hymans Robertson report yet it is extremely unlikely that any plans will involve reducing the value of pension earned at the point any new scheme comes in. This is because pensions legislation protects the value of pension already earned. Therefore any proposals are likely to allow for two tranches of pension in retirement: the pension you have already built up which will be maintained in value and a pension built up under the new rules which will be less generous / more expensive than the current arrangements.  Exactly how the value of the existing pension is maintained is a technical issue which may require further discussion.    

2. Will I have to wait to 65 to retire?

No. Retirement is separate from the normal pension age of the scheme. You can still retire at 60 even if the pension age of the scheme is increased to 65. Any service already earned that has a pension age of 60 can be drawn at 60, without a reduction. Service with a normal pension age of 65 (if you have any) will be reduced if you draw it before 65 however. Therefore your ability to afford to retire at 60 may be reduced, especially if most of your service is under any new scheme and you only have a few years in the current scheme. However if you only have a few years’ service after the imposition of a pension age of 65 for existing members there may only be a relatively small impact on the pension payable to you from age 60.  
3. Will inflation protection for my pension be reduced?

As explained in (1) and (2) above the pension you have already earned, including the inflation protection, will be protected under pensions legislation. Therefore the reduction in inflation protection should only affect service from the point any proposals take effect on existing members.

4. Will I get an actuarial increase for my current pension if I take it at age 65? If not will I suffer twice from any proposals?

This is a most perceptive question. If pension age for new service is increased to 65 and members can no longer afford to retire at 60 then their existing service, which they would otherwise have taken at 60, will be worth less unless they are compensated for the fact that it will be in payment for less time than if the proposals were not implemented. The Hyman Robertson report discusses ways that this could be dealt with. However, while extremely important, this is a rather technical question that is unlikely to be answered comprehensively right now. Members can be reassured that Prospect’s priority is to resist a higher pension age for any service for members but if proposals are discussed this issue will be aired by Prospect with the aim of ensuring that members do not lose out twice from these proposals.
5. Can the government impose this on members? Is our pension not protected as part of our terms and conditions?

I’m afraid there is no contractual promise to maintain your pension scheme unchanged indefinitely. Indeed the scheme changes frequently to adapt to changing regulations and other changes to the pensions framework. There is no apparent legal route to oppose the imposition of detrimental pension changes on members. The only effective way to protect your current pension benefits is through the strength of your opinion on the issue and the ability of the unions to represent this opinion. The more members represented by the unions the stronger their voice will be.

6. Is it the case that the government cannot afford to keep the current level of pension benefits?

Implementing a new pension scheme along the lines described in the Hymans Robertson report will clearly not make the difference between the Isle of Man government going bankrupt or not in the future. However addressing long-term public sector pension liabilities is obviously an important issue for the government and indeed it would be worrying if they did not have plans for this. Prospect has no problem with engaging in sensible discussions with the government on this topic: we feel that, as was the case in the UK, it will be possible to arrive at a solution which meets the government’s objectives as well as satisfying our membership. Unfortunately, to date, there have been no signs that the government intends to actively involve members or their representatives in the formulation of proposals for their pension schemes.

7. Will the security of members’ pensions be compromised by pre-funding the pension promise with stock market and other investments? Won’t the government be able to raid this fund?

Currently there are no specific assets backing members’ pensions so the establishment of any fund to do so can only improve the security of members’ benefits. Ultimately the main guarantee of members’ benefits is the government itself and this will continue to be the case whether or not a fund is set-up to meet future pension liabilities. 

8. Isn’t there already a fund for public service pensions?

There is a central reserve but this currently only has assets sufficient to cover about 10% of the public sector pensions liabilities.
9. Why was the Tynwald scheme excluded from the review?

As the Tynwald scheme is the most expensive scheme on the island with an average cost to the taxpayer approximately twice that of the civil service scheme it may seem bizarre for it to be excluded it from this review. Indeed the government has simply said that it was excluded because it was “subject to different legislation” and not “analogous to any UK scheme”. It is not clear why either of those excuses would require the Tynwald scheme to be omitted from this process. Members will simply have to make their own minds up whether those reasons, or the fact that the government could simply not foresee the Tynwald voting to reduce its own benefits, were the real reason for excluding this scheme from the review for themselves. Either way it would seem to be an act of gross hypocrisy to be advocating detrimental changes to pensions for the vast majority of public sector workers while refusing to even submit Tynwald’s own scheme to the review process. 
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