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1.  INTRODUCTION 

 

 

The documents referred to below comprise Cheshire Fire Authority’s Statement of 

Accounts for the year 2014-15. This Explanatory Foreword explains the structure of 

the Accounts and also considers the overall financial position of the Authority in the 

context of the economic environment within which the Authority operates.  

 

The production and presentation of the Accounts is determined by the Code of 

Practice on Local Authority Accounting (the code), which is published by the 

Chartered Institute of Public Finance and Accountancy (CIPFA).   

The Authority makes every effort to avoid technical language, but the way in which 

the Accounts are presented means sometimes it has to be included.  A glossary is 

included in the accounts, which explains what the technical terms mean. 

The Accounts are presented as a series of statements; a number of these comprise 

the financial statements themselves, whilst others provide context and other 

information. This is explained below. 

2.  THE STATEMENT OF ACCOUNTS  

 

 

2.1 THE FINANCIAL STATEMENTS 
 

Movement in Reserves Statement (MiRS) 

 

This statement shows the movement in the year on the different reserves held by the 
Authority, split into usable reserves and other reserves (see the section on the 
Balance Sheet below for an explanation of usable and other reserves). 

 
The Comprehensive Income and Expenditure Statement (CI&E) 
 

The Comprehensive Income and Expenditure Statement includes all the financial 
transactions for which the Authority is responsible.  Not all of these transactions 
impact on the Authority’s General Fund and the MiRS shows how the differences are 
appropriated to other reserves.   

 
Balance Sheet  

 
The Balance Sheet sets out the Authority’s overall financial position at the 31 March 
2015, showing its balances and reserves, its long term liabilities, the non current and 
current assets employed in its operations and its short term liabilities. The net assets 
of the Authority (assets less liabilities) are matched by the reserves of the Authority, 
divided into usable reserves and other reserves. Usable reserves may be used by 
the Authority to provide services, subject to the need to maintain a prudent level and 
any statutory limitations on their use (for example capital receipts may generally only 
be used to fund capital expenditure or repay debt). Other reserves include those 
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which hold unrealised gains and losses, those where amounts would only become 
available to provide services if the assets are sold and those which hold timing 
differences and which are shown in the MiRS in “Adjustments between accounting 
basis and funding under regulations”. 

 
Cash Flow Statement  

 

The Authority’s Accounts are prepared on an accruals basis (see Note 1 of 

supporting notes to the Statement [Accounting Policies] for more detail on what this 

means).  The Cash Flow Statement summarises the inflows and outflows of cash 

during the year and reconciles this back to the net position on the CI&E.   

   

The Pension Fund Account 
 

The Pension Fund Account provides information about the income and expenditure 

for the year on the Firefighters’ Pension Fund. The Account consolidates the 1992, 

2006 and the 2006 Modified Firefighters’ Pension Schemes.   

 

 

2.2. SUPPORTING INFORMATION 

 
Note to the Accounts 

 

The Financial Statements are supplemented by the inclusion of a comprehensive set 

of notes which explain the figures shown in the Financial Statements in more detail. 

 

Statement of Responsibilities for the Statement of the Accounts 

 

This note makes clear the respective responsibilities of the Authority and the 

Treasurer to the Authority in the preparation of the Accounts.   

 

Statement of Accounting Policies 
 

This shows how the Authority determines the basis for the recognition, measurement 

and disclosure of transactions and other events in the accounts. It makes clear, for 

each type of transaction, the criteria used to decide whether to include it in the 

accounts and, if included, how to present it.    

 

 
3. FINANCIAL PERFORMANCE IN 2014-15 
 

Where did the Authority get its revenue funding from? 
 

The Authority received over half (£23,655k) of its revenue funding from local 
taxpayers, by way of precepts (amounts of funding) levied on the four constituent 
Borough Councils (Cheshire East, Cheshire West and Chester, Halton and 
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Warrington) who collect Council Tax.  The precept levied in 2014-15 was increased 
by 1.99% from 2013-14 and equated to £69.09 on a Band D property. 
 
The majority of the balance of the revenue funding (£19,402k) was received from 
Central Government and the four constituent Authorities in the form of Settlement 
Funding Assessment. This can be broken down into two elements, Revenue Support 
Grant and Baseline Funding Level.  Revenue Support Grant is determined centrally 
by Government and is based on a formula. Baseline Funding Level is the amount 
which the Government determines should be available to the Fire Authority as its 
share of the Business Rates raised in its four constituent borough councils. However, 
the amount of Business Rates which is available to the Fire Authority from its four 
constituent borough councils is not sufficient to meet this level, so the Government 
also pays the Authority a Top Up Grant to make up the difference. In addition the 
Authority received other grants in relation to funding, and took its share of surpluses 
or deficits on the collection funds of the four constituent authorities.  
 
The actual amounts for 2014-15 for these elements are shown below:  
 
 

 £000 

Council Tax  (23,655) 

Council Tax (surplus)/deficit - distributed (117) 

Baseline Funding Level  

- Business Rates Baseline (4,391) 

- Business Rates (surplus)/deficit - distributed 104 

- Top Up Grant (4,061) 

Revenue Support Grant (10,725) 

Section 31 Grants re Business Rates (228) 

Provision for non collection of Business Rates and Council 

Taxes 
16 

Total 2014-15 Funding (43,057) 
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What did the Authority spend its money on? 

 

Actual expenditure broken down by type of expenditure is shown below. The bulk of 

the Authority’s revenue is spent on employee costs.  

 

 

Performance against budget 

Financial and non financial performance is reported on a quarterly basis to the 

Authority’s Performance and Overview Committee.  Actual expenditure broken down 

by function is shown below.  

 

             



Appendix 1 to Item 2 
Closure of Accounts Committee 

24 June 2015 
CHESHIRE FIRE AUTHORITY – EXPLANATORY FOREWORD  

 

Page 6 
 

The Authority budgeted to break even, so that expenditure and income were equal.  
However, the Authority has underspent its revenue budget in 2014-15, and the 
budget has been revised twice during the year, after discussion at the Authority’s 
Performance and Overview Committee, to reflect this. The intention is to reserve the 
underspend to help underpin the delivery of Integrated Risk Management Plans 
(IRMPs).  
 
The underspends reported during the year to the Committee and now treated in the 

accounts as reserve movements together amount to around £1.6m. They are due to 

inflationary costs running lower than had been budgeted for, vacant posts in 

Community Fire Protection, lower than budgeted costs in Fleet Services on 

maintenance and fuel, and savings in People and Development and Planning, 

Performance and Communications in anticipation of Value For Money (VFM) review 

savings. 

   

The table below shows overall how the Authority performed against its revised 

revenue budget. More detail of the Authority’s performance against its service area 

revenue budget is provided in Note 2, Amounts Reported for Resource Allocation 

Decisions. 

 

Service Area 

Revised Budget Actual Variance 

£000 £000 £000 

Fire fighting and 

rescue operations 
23,875 23,798 (77) 

Community Fire 

Protection 
1,708 1,661 (47) 

Community Safety 1,997 1,970 (27) 

Support Services 9,350 9,113 (237) 

Other costs 6,125 6,021 (104) 

Funding (43,055) (43,057) (2) 

Total - (494) (494) 

 

The underspend against the revised revenue budget is £494k. The underspend on 

Service Delivery reflects lower than budgeted costs of on call activity. Other 

underspends reflect the trends described above, with underspends on areas where 

VFMs have identified savings which are now reflected in reductions to the 2015-16 

revenue budget.  
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Community Fire Protection and Community Safety have both spent close to their 

revised budget level, and in general this is the case across the Authority. Other costs 

are those costs which are budgeted for centrally (i.e. they are not reported as part of 

operational or support services), and the underspend against the revised budget for 

other costs is as a result of continued downward inflationary pressure and some 

lower than anticipated costs on pensions related issues.   

 

The underspending during the year reflects the trend of recent years, as the 

Authority anticipates savings to be made to support the delivery of IRMP 12 and 

future IRMPs.  It is intended that underspends will mainly be transferred to the IRMP 

reserves which will be used to ensure that funding is available to smooth timing 

differences between actual expenditure and the full realisation of planned savings, 

and to support the capital cost of delivering the Emergency Response Programme 

(ERP), which restructures the Authority’s service delivery by building new fire 

stations and changing shift systems.   

 

Capital Expenditure  
 

The Authority invested £2,264k in non current assets during the year.  Some of this 

expenditure was against schemes included in the capital programme for 2014-15, 

whilst some was carried forward from previous years.  It is the nature of capital 

expenditure that some schemes do span financial years. In particular, the amounts 

approved for spend on the ERP will not be fully spent until 2016-17, in line with the 

Authority’s plan. 2014-15 capital expenditure includes the purchase of the land for 

the new fire stations at Alsager and Lymm. The build of the new fire station at 

Alsager has been substantially completed during 2014-15.  Apart from the spending 

on the ERP, the Authority has invested £126k in vehicles, £107k in equipment 

(mobile working equipment and thermal image cameras), and has nearly completed 

the replacement boiler scheme at the fire service headquarters.   

 

 

4. NON FINANCIAL PERFORMANCE IN 2014-15 
 

 

Members of the Authority receive comprehensive performance reports quarterly, 

including a Corporate Performance scorecard.  The final scorecard for 2014-15 

shows that overall the Authority is performing well against target.  

 

The number of primary fires in 2014-15 was lower than target in the year, and was 

also an improvement on 2013-14.  The number of deliberate fires was significantly 

under that targeted, and down on 2013-14.   

 

There were five fatalities in fires during 2014-15, three in accidental dwelling fires.  

There were fifty fire related injuries (six more than in 2013-14) although 86% of these 

were slight, and only five were severe. The Authority continues to work hard through 

its prevention and protection activities to minimise personal risk from fire.  
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The Authority reviews its performance against the projects which supports delivery of 

the Authority’s IRMP.  Key successes have been the delivery of a three year 

programme of VFM reviews, saving around £1.3m, with just a few outstanding 

recommendations to complete.  In addition, the Authority have played a leading role 

in introducing legislation requiring landlords to fit smoke alarms in all private rented 

accommodation. The Authority is now continuing to be at the forefront of the 

campaign to raise awareness of the change in legislation and to promote the 

availability of free smoke alarms and carbon monoxide alarms.  The Authority 

continues to work with partners on fitting sprinkler systems in tower blocks across 

the boroughs of Cheshire East, Cheshire West, Halton and Warrington.  

 

The building of the four new fire stations and the safety centre continues, with the fire 

station at Alsager almost complete and the three other sites due to commence in 

summer 2015.  North West Fire Control (NWFC) was successfully introduced and 

has been mobilising Cheshire appliances since May 2014.  

 

The Authority has a robust performance management framework and seeks to 

improve in areas where targets are not achieved and help the organisation focus on 

outcomes which will help it realise its vision of “A Cheshire where there are no 

deaths, injuries or damage from fires or other emergencies.”  

 

 

5. PENSIONS LIABILITY  

 

 
The Authority is a responsible employer and encourages its employees to participate 

in pension schemes.  Firefighters may be members of three schemes.  The first is 

the scheme introduced in 1992.  This closed to new entrants in 2006 and was 

replaced by a new scheme. A third scheme was introduced in April 2014 which is a 

modified version of the 2006 scheme and is available to on call firefighters now 

entitled to participate in a pension scheme from 2000 as a result of the decision to 

backdate part time workers rights. The Authority administers these schemes via a 

specialist external partner.  Support staff may be members of the Local Government 

Pension Scheme (LGPS), which is administered on the Authority’s behalf by 

Cheshire West and Chester Council. 

 

The Firefighters’ Pension Schemes are unfunded, which means that there are no 

underlying assets to fund them and liabilities are funded as they fall due out of the 

annual income to the scheme. The requirements of IAS 19 means that the Authority 

must account in the current year for the liability which it incurs as an employer for 

future pension costs.  This leads to a liability on the Authority’s Balance Sheet for all 

pension costs, for both the Firefighter Pension Schemes and the LGPS, of £529m, 

which is based on a calculation by the Authority’s actuaries of the future costs. This 

is offset in the Balance Sheet by a notional reserve of an equal and opposite 

amount.  At present, all current deficits on the Firefighters’ Pension Schemes are 

funded by Government through payment of a specific grant. 
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In April 2015, a further scheme has been introduced which many firefighters will 

transfer into from their existing scheme, in April 2015 or in the future, and which new 

entrants will join.  The already existing schemes will remain open to accommodate 

those firefighters who have not transferred to the 2015 scheme.  

 

 

6. CHANGES IN ACCOUNTING POLICY 

 

 
There have only been minor changes to Accounting Policies during the year, and the 

impact of these changes on the accounts is minimal. 

 

 

7.  CURRENT BORROWING FACILITIES 

 

 

In accordance with its Treasury Management Strategy, the Authority has recently 

been using cash balances to fund capital expenditure, as the poor investment 

returns available make this the most cost effective use of these balances. At the 

beginning of the year the Authority had outstanding loans with the Public Works 

Loans Board (PWLB) of £2,214k.  The policy on premature repayment continues to 

be reviewed, but there have been no premature or maturity repayments of loans 

during 2014-15. During the year the Authority obtained an interest free loan of £44k 

from Salix, a not for profit company which lends money to public bodies for invest to 

save environmental schemes. This has been used to fund lighting upgrade schemes 

to save energy in fire stations. 

 

 

8. SOURCES OF FUNDS FOR CAPITAL 
 

 

The Authority funded its capital expenditure in 2014-15 by using capital grant and 

capital receipts (see Note 32) and contributions from reserves.  The key issue in 

respect of funding remains the Authority’s ability to contain the potential impact from 

any capital funding decisions within its revenue budget, and this is regularly 

considered as part of the Medium Term Financial Plan (MTFP). 

 

 

9. CONTINGENCIES AND MATERIAL WRITE OFFS 

 
 

The Authority has a Risk Management Framework which identifies significant risks 

and where those risks are clearly financial in nature they are designated as such and 

are considered regularly at the Authority’s Risk Management Board, which is chaired 

by the Chief Fire Officer and Chief Executive.   
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The Authority had identified contingent liabilities in respect of potential future 

insurance claims and potential pension costs for on call firefighters in its 2013-14 

accounts. There are still considered valid at March 2015.  

 

With regard to insurance the risk is as a result of the insolvency of MMI, the historic 

insurer to the Authority when it was still part of the County Council.  The “run off” 

fund, set up to fund current claims relating to past insurable events is exhausted, 

leaving a risk of the costs of such claims bearing directly on the Authority.  

 

With regard to pension costs, the risk relates to on call firefighters being allowed to 

retrospectively join the Firefighters Pension Scheme. DCLG has determined that the 

costs of the employer contributions will be met through future scheme valuations, 

which will calculate levels of employer and employee contribution.  This will impact 

on the Authority’s IAS 19 position in relation to its outstanding liabilities in future 

years, and may impact on its CI&E. 

 

A recent court ruling means that the Authority has a risk in relation to a requirement 

to meet back dated revised lump sum and pension costs of firefighters who retired 

between 2001 and 2006. The potential cost involved is not clear at this stage, 

although it is likely to be substantial. Discussions as to exactly how these costs are 

to be met are ongoing nationally, but are at an early stage.  

 

The Authority has not incurred any significant write offs during the year, and does not 

anticipate any such write offs in the future. 

 

 

10. MATERIAL EVENTS AFTER THE BALANCE SHEET DATE 

 

There have been no material events after the Balance Sheet date.  

 

 

11. IMPACT OF THE CURRENT ECONOMIC CLIMATE 
 

The austerity agenda continues to impact on the Authority’s financial position.  The 

Authority’s MTFP is in part premised on assumptions about future cuts to 

government funding, and is regularly reviewed to ensure these and other 

assumptions used remain reasonable.  The latest version of the MTFP shows 

savings required of around £8m over a four year period to produce balanced 

budgets. 

Savings generated in 2014-15 have been largely as a result of the ERP, the transfer 

of control functions to NWFC and the results of a comprehensive VFM programme.  

It is recognised that further savings are required and this is addressed in the 

following section.  

The Authority has in place an IRMP reserve, which will be used in the next two years 

to help fund the delivery of the capital and one off revenue elements of the ERP, and 
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then to fund future potential one off costs necessary to help deliver the savings 

required.  

The property element of the Authority’s asset base is revalued as a minimum every 5 

years in line with the requirements of the accounting code, with the last occasion 

being in March 2014. The Authority recognises the volatility of the property market 

and regularly reviews property values with its valuer.  The Authority has determined 

after discussions with its valuer that there has been no material change in asset 

values during 2014-15.  

The Authority has benefited from lower than anticipated inflation in 2014-15, but the 

continuing low level of interest rates means that the income it receives from investing 

its cash balances remains lower than it was able to achieve some years ago.  

 

 

12. FUTURE PLANS  

 

As indicated above, the MTFP is dominated by the need to continue to make 

substantial savings to absorb the impact of cuts to Government funding, and has 

been for some years.  The Authority’s initial principal response to this challenge was 

to commission the ERP, and as a result of this the Authority agreed to build four new 

fire stations, and agreed that one of the stations should share a site with a new 

safety centre. One of these stations is substantially built, with the remaining three 

and the safety centre being programmed to be built over the next two years. As the 

Authority works through it, this programme will continue to generate savings to the 

revenue budget from changes to the way in which the service is delivered. 

The Authority is now embarking on a fresh review of Service Delivery, a fresh round 

of VFM reviews, and is also reviewing the suitability, efficiency and effectiveness of 

all its major ICT systems.  These reviews will form the cornerstone of meeting the 

need for savings going forward.  

In addition, the Authority is actively investigating collaboration opportunities to help to 

cut costs but also to benefit from greater resilience in support services.  In particular, 

the Authority has identified the possibility of working more closely with its blue light 

partners in Cheshire, especially the Cheshire Constabulary.  

It is seen as unlikely that general capital grant will be available in future years.  The 

latest MTFP recognises the need to fund at least some capital from revenue and 

reserves, which will enable the Authority to continue with relatively low levels of debt.  

The Authority will establish a charity in 2015-16, which will initially be used for 

prevention activity, in particular the safety centre.  The Authority will continue to 

review the potential creation of other entities which may be required to deliver 

activities in the future.  
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The Authority is planning to participate in a new insurance arrangement in 

collaboration with eight other fire authorities starting in 2015-16. It is intended that 

this will lead to cost reduction and a more informed approach to risk management.  


