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_____________________________________________________________ 
 

Summary 
 

1. At the meeting on 30th November 2011 Members of the Performance and 
Overview Committee were informed of an issue with Injury Pensions 
which has a considerable financial impact on the Authority. This has been 
subsequently discussed by Members at a number of meetings during the 
financial year 2011-12, in particular in the Quarter 4 Performance Report 
to the Performance and Overview Committee on 4th July 2012, the 2011-
12 Draft Final Accounts report to Closure of Accounts Committee on 13th 
June 2012 and the Final Accounts 2011-12 report to the Authority on 19th 
September 2012.  

 
2. This report explains the background to the issue, how the issue was 

identified, the impact, and how the Authority has subsequently dealt with 
it. 

 

Recommended That 
 
 [1]      the report be noted. 
 

Background 
 

3. From 1st April 2006, Cheshire Fire Authority has been responsible for 
preparing a separate Firefighters Pension Fund Account as part of its 
Statutory Accounts.  In effect this is an income and expenditure account 
which stands alone from the main Authority Comprehensive Income and 
Expenditure Statement; and a net assets statement, which shows 
amounts owed to and from the Pension Fund. 
 

4. The rules which govern the Firefighter Pension schemes also determine 
what should and shouldn’t be included in the Pension Fund Account. The 
biggest item of expenditure is the payment of pensions; the biggest item of 
income is employee and employer contributions. 
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5. The net position (the difference between income and expenditure) on the 
Pension Fund Account has always been a deficit, and in 2011-12 this was 
£7.5m.  This deficit is met by way of a grant from DCLG, commonly known 
as a Top Up Grant. 
 

6. Firefighters who retire from the Service as a result of injuries sustained 
whilst undertaking their operational role are entitled to compensatory 
payments in addition to their pensions.  These payments are paid 
alongside their pensions each month. They are widely described as injury 
pensions.  
 

7. These compensatory payments are not considered eligible expenditure 
under the Pension Fund Account rules, and should be paid from the 
Authority’s Comprehensive Income and Expenditure Statement and not 
the Pension Fund Account.  
 

8. Payments of pension happen monthly, and are made on behalf of the 
Authority by our external pension administrator.   The compensatory 
payments, described as injury pensions, are notified to the Authority along 
with all other payments. When the systems were first established in the 
Authority to allocate the costs of pensions to the appropriate place in the 
accounts, the compensatory payments were misaligned to the Pension 
Fund.  This means that the expenditure on the Pension Fund Accounts 
was overstated, and therefore the deficit was overstated.  Because the 
deficit was paid for by Top Up Grant from DCLG, this has lead to an 
overpayment of Grant. 
 

9. Each year our Accounts are subject to scrutiny by External Audit and our 
systems to scrutiny by Internal Audit.  Neither had ever challenged our 
process in this area. There was therefore no reason to suppose that the 
accounts were being prepared incorrectly. 
 

10. Each year the Authority is required to prepare Pension Fund Account 
estimates for DCLG, so that they are able to estimate their liability on Top 
Up Grant.  Whilst preparing estimates for 2012-13 the Finance Team 
reviewed all the processes around the Pension Fund to ensure that the 
estimate was as accurate as possible.  It was during this exercise that it 
emerged that compensatory payments were being misallocated in the 
accounts. 
 

11. The Authority calculated the amount which had been misallocated 
between 2006-07 and 2010-11.  This came in total to £1,210,438.61. 
 

12. The Authority immediately contacted DCLG, explaining what had 
happened and seeking DCLG’s view on whether they would require 
repayment.  DCLG responded that they would, but agreed to repayment 
over three years. By careful budget management the Authority achieved 
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an underspend in 2011-12 which was sufficient to accommodate the 
repayment in full without recourse to reserves.  
 

13. The amount paid in respect of compensatory payments for 2011-12 was 
correctly included in the Authority’s Comprehensive Income and 
Expenditure Statement. All processes around the completion of the 
Pension Fund Account have been reviewed and are operating in 
accordance with the rules.  

Financial Implications 

14. The financial implications are described in the report. 

 

Legal Implications 
 

15. The provisions for maintaining and operating each FRA's Firefighters' 
Pension Fund (FPF) are provided within the legislation of both firefighter 
pension schemes, under Rule LA of the FPS 1992 and Part 13 of the 
NFPS 2006.  

 

Equality & Diversity Implications 

16. There are no Equality and Diversity implications. 

 

Environmental Implications 

17. There are no Environmental implications. 

 
 
CONTACT: JOANNE SMITH, FIRE SERVICE HQ, WINSFORD 
TEL [01606] 868804 
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