
Public Sector Pensions Authority introduce policy to restrict the transfer 

of pension benefits from public sector pension schemes to Personal  

Pension Arrangements 

From 21 January 2015, the Public Sector Pensions Authority (PSPA) has the discretion to 

restrict public sector pension scheme members from transferring benefits out to certain 

other pension arrangements.    

These restrictions are being introduced following a change by Treasury to the primary 

legislation that deals with pension scheme transfer values. The recent change to the 

legislation made via the Pension Schemes Act 1993 (Application) (Amendment) Order 2014 

permits the PSPA, in its capacity of as managers of the public sector pension schemes to use 

its discretion in the payment of a transfer value to certain arrangements.  

With the support of the Council of Ministers and the Treasury, the PSPA will be exercising its 

discretion under the Pension Schemes Act 1993 (Application) (Amendment) Order 2014 by 

introducing a policy that will ensure that the future funding of the Isle of Man public sector 

schemes is not destabilised by members transferring out of public sector schemes. 

Transfer Discretionary Policy 

The aim of the Transfer Discretionary Policy is to put in place a discretion which the Public 

Sector Pensions Authority have adopted for the treatment of all transfers from public sector 

pension schemes with effect from 21 January 2015. 

Background 

The PSPA, Treasury and Council Of Ministers have been aware of an increasing trend for 

pension scheme members who are electing to transfer their pension benefits out of their 

public sector scheme to personal arrangements instead of taking pension benefits. If this is 

allowed to continue, it could de-stabilise the future funding and sustainability of public 

sector pensions on the Isle of Man.  

Predominantly these members are not changing employment, but are instead choosing to 

take their public sector pension entitlement, built up over the years and put the value of that 

pension into what may be regarded as much riskier schemes where the future amount of 

pension is wholly dependent on investment returns and the level of income drawn down, 

with no guarantee of an income for members or their dependants.   

Furthermore, unlike a personal pension arrangement where the individual fund is built up 

entirely by the contributions made to it, public sector schemes are unfunded with the 

majority of the annual expenditure, including pension and transfer values, funded by the 

Island’s tax payer. The contributions made by members represent a small proportion of the 

value of their pension benefits and thus it may be regarded as inequitable for such large 

transfer payments to be made.     

From time to time, the PSPA will be obligated to take positive action to protect the pension 

entitlement built up by all the scheme members to ensure that it can continue to provide the 



amounts of pension, lump sums and dependent benefits now and in the future. By 

restricting transfer out the PSPA will not only be protecting public money, but also ensuring 

members and their families on the Isle of Man will receive a guaranteed income in their 

retirement or upon their death, which is the primary purpose of a public sector pension 

scheme. By providing public sector workers with a public sector pension income, it also 

minimises the risk of these people being reliant on state benefits in retirement or ill health, 

particularly if their transfer to a personal pension investment does not work out as 

anticipated.  

Similar restrictions will be in place from April 2015 for all UK based public sector schemes to 

protect the sustainability of their schemes and to prevent members taking large amounts of 

public funds, over and above which they have accrued by their own contributions, out of 

public sector schemes.   

Restrictions to Transferring Out 

The restriction only applies to members of the public sector schemes managed by the PSPA 

which are listed below:  

Isle of Man Government Unified Scheme 2011 

The Teachers Superannuation Order 2011 

The Police Pension Regulations 1991 

The Police Pension Regulations 2010  

The Judicial Pension Scheme 2004 

The Superannuation (Manual Workers) (No1) Scheme 1973 

 

It is important to note that not all transfers will be under restriction and some transfers out 

will be permitted. Currently, the PSPA will permit transfers out, for members who have 

terminated their public sector employment and have subsequently taken up employment 

elsewhere who wish to continue to accrue a pension in their new employer’s occupational 

scheme. These transfers will be permitted if the new employer’s arrangement: 

1. Is tax approved or is a HMRC registered pension scheme; and 

2. Is a Public Service Pension Scheme, either on the Isle of Man, Great Britain or 

overseas if it is an HMRC recognised overseas pension scheme and has QROPS 

status; or 

3. Is an employer sponsored occupational pension scheme, either on the Isle of Man, 

Great Britain or overseas if it is an HMRC recognised overseas pension scheme and 

has QROPS status. 

Members must be resident in the country to which the pension is transferred to. 

Consideration will be given by the PSPA to transfers to overseas pension arrangements that 

may not be covered by the above descriptions, as long as the member has taken up 

permanent residency in the country in which the scheme is established.    

The PSPA will not permit transfers to arrangements that will potentially put the future 

income expectations of former public scheme members at risk, therefore those transfers 

that are currently under restriction are:  



 Transfers to an Isle of Man or United Kingdom individual or group personal pension 

arrangement (whether supported or not by employer contributions); 

 Transfers to an Isle of Man or United Kingdom Self Invested Personal Pension Plan; 

 Transfers to an Isle of Man or united Kingdom Stakeholder Pension or “buy out” 

pension arrangement; 

 Transfer to a personal pension plan or equivalent overseas individual pension 

arrangement when the individual is not resident in that country. 

Requests for cash equivalent transfer values for Divorce purposes are not affected by these 

restrictions.    

Transfers to and from public sector pension schemes are not affected.    
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