
CONSULTATION ON A NEW EMPLOYMENT (MAXIMUM 
AMOUNT OF COMPENSATORY AWARD) ORDER 

Consultation - How to respond 
If you would like to submit a view please state your name and contact details. If you 
are responding on behalf of an organisation please give the name of the organisation 
and the position you hold in that organisation.   
 
We will not attribute any views to a named organisation or individual unless you have 
clearly indicated that we may do so.  
 
Submissions should be sent, by email or post, by 25th August 2006, to:   
 
Mr Jonathan Clague, Employment Law Policy Officer, tel. 01624 682371,  
e mail Jonathan.Clague@gov.im
 
Employment Legislation & Policy Unit 
Department of Trade & Industry 
Hamilton House 
Peel Road 
Douglas 
Isle of Man 
IM1 5EP 
 

1 The compensation regime in unfair dismissal cases  

When the Employment Act 2006 comes into force, in cases where the Employment 
Tribunal does not make an order for reinstatement or re-engagement, it is to make an 
award of compensation, calculated as follows: 
 
• a basic award of one week's pay (subject to a maximum of £420) for each 

completed year of continuous employment up to the effective date of termination, 
subject to reduction if that date was after the employee's 64th birthday; and  

• a compensatory award based on the employee's loss, including any expenses 
reasonably incurred in consequence of the dismissal and any other benefits 
including pensions that might reasonably have been expected but for the 
dismissal; the award must not exceed a fixed maximum, currently £30,000,  
except in health and safety and whistleblowing cases. (In addition, where the 
Tribunal has made an order for reinstatement or re-engagement but the order is 
not fully complied with the limit may also be disapplied); and  

• a compensation for injury to feelings award, if the Tribunal thinks it just and 
equitable, up to a fixed maximum of £5,000. 
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2 The Department’s Undertaking to Review the limit  

During the passage of the Employment Bill through the Legislative Branches an 
amendment was put forward at the clauses stage in the House of Keys which would 
have removed the limit of the compensatory award altogether. Whilst the amendment 
was opposed by the Department and was defeated, the Department did, however, take 
note of some Members concerns that the existing limit should be reviewed. 
Consequently an undertaking was given to review the ceiling of the Compensatory 
Award in 2006. The Department has powers under Section 144 of the Employment 
Act 2006 to prescribe ‘such other amount [in place of the £30,000 limit]……  bv 
order’.  
 
It is to be noted that there is no prescribed statutory basis for calculating the limit of 
the compensatory award.   
 

3 Relevant factors in reviewing the limit 

• The Compensatory Award was set at £30,000 by the Employment (Maximum 
Amount of Compensatory Award) Order 2001. This replaced a previous Order, 
made in 1992, which had set the level at £13,000. 

• The present limit of the Compensatory Award in the UK is much higher (£58,400) 
than the present IOM limit.  

• Whereas the Compensatory Award is lower than in the UK the maximum amount 
of a week’s pay, used for calculating the basic award is much higher in the Isle of 
Man. In addition, compensation for injury to feelings is not available in unfair 
dismissal cases in the UK.  

• The highest amount awarded by an IOM Employment Tribunal is in the region of 
£11,000. Therefore increasing the limit would be unlikely to have much practical 
effect although it could indirectly affect the level of some conciliated settlements.   

• If the compensatory award is set at a very high level, particularly relative to 
competing jurisdictions, the perceptions of both actual and prospective employers 
could be adversely affected. But if the award is set at too low a level then 
employees and prospective employees may take the view that IOM employment 
law affords them only limited protection and consider the relative lack of 
protection to be a factor militating against their working or coming to work on the 
Island.  

4 Consultation  

The Department would be interested to receive the views of interested parties as to 
what the level of the compensatory award should be and why. It is anticipated that, 
depending on the final result of the consultative process and the views of the 
Department, a new Employment (Maximum Amount of Compensatory Award) Order 
will be submitted to Tynwald in due course.  
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