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1.  INTRODUCTION 

This document comprises Cheshire Fire Authority’s Statement of Accounts for the year 
2010-11.  This 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 we operate.  

The production and presentation of the Accounts is determined by the Code of 
Accounting Practice 2011, which is published by the Chartered Institute of Public Finance 
and Accountancy (CIPFA).  This has changed significantly this year as a result of the 
need for Local Authorities to fully embrace the requirements of International Financial 
Reporting Standards (IFRS). This impacts on a number of areas within the Accounts, 
most particularly the presentation of non current assets, the recognition of the potential 
financial impact of leave accrued but not taken in the year and the way in which we now 
treat grant income.  In some cases the adoption of the new standards has led to a need 
to restate the previous year’s accounts (using what is known as a prior period 
adjustment) to ensure that comparisons between the current and previous year remain 
valid.   Where this has happened we have included an explanation as a note to the 
accounts (see note 8).  The impact of IFRS is more fully explained in The Statement of 
Accounting Policies below. 

Although we make every effort to avoid it, the way in which the Accounts are presented 
involves the use of some technical language. In order to facilitate better understanding of 
the Accounts a glossary is included which explains what these 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; 
these are explained below. 

 
 
2.  THE STATEMENT OF ACCOUNTS   

 
2.1 THE FINANCIAL STATEMENTS 

Movement in Reserves Statement (MiRS) 

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.  The MiRS reconciles the balance on the 
Comprehensive Income and Expenditure Statement with the movement in the General 
Fund, showing how differences are appropriated to reserves.  
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The Comprehensive Income and Expenditure Statement 

The Comprehensive Income and Expenditure Statement reports the net cost of all of the 
activities of the Authority for the year and demonstrates how the cost has been funded by 
income from local taxpayers and grants from central governments. 

Balance Sheet  

The Balance Sheet sets out the Authority’s overall financial position at the 31 March 
2011, showing its balances and reserves, its long term liabilities, the non current and 
current assets employed in its operations, together with information on its non current 
assets. 

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 Comprehensive Income and Expenditure 
Statement.     

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 and 
2006 schemes.   
 
2.2. SUPPORTING INFORMATION 
 
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 

The purpose of the Statement of Accounting Policies is to determine the basis for the 
recognition, measurement and disclosure of transactions and other events in the 
accounts, making clear, for each type of transaction, the criteria applied for inclusion and 
presentation.    

The Annual Governance Statement 

This summarises the Authority’s responsibilities in the conduct of its operations, the 
purpose and key elements of the system of internal control and the processes applied in 
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maintaining, reviewing and developing the effectiveness of those control systems.  It also 
addresses compliance with legal objectives, organisational priorities, corporate 
governance arrangements and performance management arrangements, focusing on the 
purpose of the Authority.   

 
3. FINANCIAL PERFORMANCE IN THE YEAR 
 

Where did we get our funding from? 

The Authority receives over half its funding (57%) from local taxpayers, by way of 
precepts levied on the four local authorities (Cheshire East, Cheshire West and Chester, 
Halton and Warrington).  The precept levied in 2010-11 equated to £66.43 on a Band D 
property. 

The balance of the funding we received was from Central Government (43%) from 
National Non Domestic Rates and Government Grants.  Details are shown in the table 
below.  

 £000 % 
Local Taxpayers (Council Tax) 24,794 57 
National Non Domestic Rates  16,260 38 
Government Grants 2,361 5 
Total 43,415 100 

 
 

Performance against budget 

The Authority budgeted to break even, so that expenditure and income were equal.  The 
Authority budget includes two elements; some of the budget, which relates to investment 
income and providing for pay awards and inflation, is managed directly by the Fire 
Authority.  However, the bulk of the budget is spent directly by the Service on behalf of 
the Authority.  We monitor these budgets separately.  

The Authority element of the budget is underspent by £311k.  This is as a result of the 
economic factors described below in sections 12 and 13 to this foreword.  Investment 
income is significantly reduced as a result of the historically low interest rates available in 
the banking sector. However, this has been more than offset by the effects of the period 
of pay restraint which we are experiencing meaning that we have not needed to apply 
inflationary increases to pay budgets.   

The Service outturn underspend is £875k when compared to the revised budget.  There 
are a number of factors contributing to this, and brief explanations are given below.  

The Authority’s Medium Term Financial Plan (‘MTFP’) is predicated on the realisation of 
significant savings and efficiencies. Some of the Service’s departments, noticeably  
Community Fire Protection , Finance & Corporate Planning and Community Safety have 
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anticipated this need in 2010-11 and begun to realise some efficiencies early.  Other 
underspends have occurred in Policy, Planning and Resilience where some posts have 
been held vacant and there has been restraint on equipment spending (however we have 
invested heavily in new equipment this year through use of capital funds), Executive 
Management and Communications where costs have generally been held down, and 
Transport where maintenance and fuel costs have been lower than anticipated.  It should 
also be noted that at the mid-year review, the Authority agreed to ring-fence £326k 
(which includes the Service contingency) for investment in the ICT infrastructure – this 
funding will be used in 2011-12 and 2012-13.  A summary of the outturn position is 
shown below. 

This underspend should be seen in the context of continued excellent performance 
against our plans and targets.  We are committed to ensuring that we deliver the best 
possible service to the communities of our constituent authorities, whilst ensuring that we 
keep a tight rein on our expenditure.  

Service Area Over(Underspend) 
£000 

Firefighting and rescue operations (23) 
Community Fire Protection  (141) 
Community Safety 53 
Support Services (438) 
Authority  budgets (311) 
Ring-fenced ICT reserve (326) 
Total (1,186) 

 

Capital Expenditure  

The Authority invested £3,390k in non current assets during the year.  Some of this 
expenditure was against schemes included in the capital programme for 2010-11, whilst 
some had carried forward from previous years.  It is the nature of capital expenditure that 
some schemes do span financial years. We are well within our target for unplanned 
slippage against our capital expenditure plans. 

The key achievement of the year was the completion of the scheme to extend and 
upgrade the headquarters and training facilities at Winsford.  In addition the Authority 
invested in a new smoke house for training in Macclesfield; undertook refurbishment 
work at a number of stations; purchased three new appliances (this scheme will be 
completed in 2011-12); invested heavily in state of the art personal protective equipment 
and new breathing apparatus for firefighters; and completed the installation of the new 
command and control system at Winsford.   
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4. MATERIAL ASSETS AND LIABILITIES 

The Authority completed the Service HQ extension during the year and acquired new 
Breathing Apparatus equipment and Personal Protection Equipment for Firefighters.  The 
Authority has not incurred any new material liabilities.   

 

5. PENSIONS LIABILITY  

The Authority is a responsible employer and encourages its employees to participate in 
pensions schemes.  Firefighters may be members of two schemes.  The first is the 
scheme introduced in 1992.  This closed to new entrants in 2006 and was replaced by a 
new scheme. The Authority administers these schemes directly.  Support staff may be 
members of the Local Government Pension Scheme, 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 which funds them, but rather that liabilities are funded as they fall due 
out of the annual income to the scheme. The requirements of International Accounting 
Standard 19 (previously Financial Reporting Standard 17) 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 of £316,153k, 
which is based on a calculation by the Authority’s actuaries of these future costs.  At 
present, all deficits on the Firefighters’ Pension Scheme are funded by Government 
through payment of a specific grant to the Authority. 
 
 

6. UNUSUAL ITEMS 

Unusual items would be those which would not normally arise in the course of the 
Authority’s business. The Authority has not incurred any cost or income in relation to any 
unusual items in the year.  

 
 
7. CHANGES IN ACCOUNTING POLICY 

The impact of International Financial Reporting Sta ndards 

The Authority has changed its Accounting Policies, because of the impact of International 
Financial Reporting Standards.  These are universal Standards of accounting practice 
which are being introduced to the Authority for the first time this year.  This has had a 
particular impact in the following areas. 

Fixed Assets and the requirement to componentise. 

The impact of this is that Non Current Assets may not any longer be considered as a 
whole in regard to asset life and depreciation (which is an accounting estimate designed 
to charge into the Comprehensive Income and Expenditure Statement an amount for the 
consumption of the non current assets each year), but must be considered as constituent 
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components, each potentially with a different life and therefore rate of depreciation. 
However, in order to avoid unnecessary complexity, authorities may set an asset value 
below which we will not apply componentisation.   We have reviewed our non current 
assets and consider that they are all below this de minimus level, except for the Service 
Head Quarters.  However work by the Valuer, supported by members of the Facilities 
and Finance Teams has indicated that no element of the Head Quarters building needs a 
separate asset life. 

  Accrued Leave 

This assesses, in financial terms, the impact of employee leave due but not taken by 
each year end, and is required to be disclosed by International Financial Reporting 
Standards.  We recognised the need to do this in the accounts for 2009-10, and did 
include an accrual in those accounts.  What has changed now is that whilst we will still 
have to account for accrued leave, IFRS requires us not to show the impact on the 
General Fund, but rather create a reserve specifically for the purpose of containing these 
costs.   

Capital Grants 

The Authority received £1,037k in capital grants in 2010-11, mostly from Central 
Government (£922k), and some (£115k) from the North West Improvement and 
Efficiency Partnership, the latter specifically to enable the development of community 
boxing gym facilities at Warrington Station. Under previous standards such grants would 
not have been recognised as income in the Comprehensive Income and Expenditure 
Statement when received, but rather held on the balance sheet and treated as income 
only when the depreciation of non current assets was charged to the Comprehensive 
Income and Expenditure Statement; in effect funding the asset as it was used. Under 
IFRS we are required to treat capital grants as income on receipt, and fund the non 
current asset immediately.     

Apart from those changes detailed in this section of the foreword which have resulted 
from the implementation of IFRS, there have been no other significant changes to our 
Accounting Policies. 
 
 

8.  CURRENT BORROWING FACILITIES 

In line with our Treasury Management Strategy we have recently been using cash 
balances to fund capital expenditure, as the poor investment returns available to us make 
this the most cost effective solution.  We did not therefore enter into any new loans 
during the year, leaving us with outstanding loans of £6,439k borrowed from the Public 
Works Loans Board.  £600k of this is repayable in September 2011, and we do not 
anticipate a need to replace it.  In addition we have a small outstanding loan facility 
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(£28k) with SALIX, a not for profit company which helps Public Sector organisations fund 
projects using green technology. 

Beyond that described in the section on Capital Expenditure above, we have not 
acquired any major assets in the year, and neither have we disposed of any. 

 

9. SOURCES OF FUNDS FOR CAPITAL 

We still retain healthy cash balances which are the first port of call for funding capital 
expenditure. We also have some headroom when we compare our actual borrowings 
with the boundaries we calculate as part of our Prudential Code. The key remains our 
ability to contain the potential impact from any capital funding decisions within our 
revenue budget, and we have considered this as part of our MTFP. 
 

 
10. SIGNIFICANT PROVISIONS, CONTINGENCIES AND MATER IAL WRITE OFFS  

We have a Risk Management Framework which identifies significant risks and where 
those risks are clearly financial in nature they are designated as such and considered 
regularly at Budget Management Board, which considers financial matters and is chaired 
by the Director of Finance and Corporate Planning.  Through this process, we have 
identified a provision which we are disclosing in our Financial Statements. We have not 
identified any contingent liabilities.  Neither have we incurred any significant write offs 
during the year, and we do not anticipate any such write offs in the future. 

 
 
11. MATERIAL EVENTS AFTER THE BALANCE SHEET EVENT 

There have been no material events after the Balance Sheet date which merit comment 
in the Financial Statements. 

 
 
12. IMPACT OF THE CURRENT ECONOMIC CLIMATE 

The impact of the current economic climate has been considered and taken into account 
in our MTFP.  Within 2010-11 we have been able to absorb some immediate impacts (for 
example the poor return on investments, the impact of some increased costs from 
inflationary pressure etc) by prudent use of resources and recognising efficiencies earlier 
than anticipated.  The vast majority of our income is from local taxpayers or Central 
Government grant, and we recognise future pressures on these sources in our MTFP.   

We have a balance on our general fund of £7,326k at 31 March 2011.  The Director of 
Finance and Corporate Planning is required, as part of the budgetary process, to risk 
assess the adequacy of our reserves. The risk assessment for 2011-12 shows that the 
reserve level is adequate, but the level is constantly under review in the light of any new 
risks which might have a financial impact.   
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In addition to the General Fund level, the members of the Authority have prudently 
earmarked some reserves to meet local Community Fire Safety need, to meet the future 
costs of home safety assessments and other community initiatives and to help the 
Authority deliver IRMP 8. 

The value of our non current assets is largely property related, and we are mindful that a 
downturn in property values might lead to some reduction in value which would impact on 
the worth of our business.  We carried out an impairment review in March 2011, and 
whilst this did show some small impairment in property values for our day crew houses, it 
was not significant enough for us to consider including it in the Financial Statements.   
We did see an impairment (a charge to the Comprehensive Income and Expenditure 
Account as a result of a reduction in value) in respect of our headquarters, but this was 
wholly expected as we have recently carried out a major extension to the headquarters 
and such an impairment is commonly the short term result of such capital investment.  
We will derive considerable benefit from the facilities, particularly from the state of the art 
training facilities, which it is not possible to quantify financially.  

 
 
13. FUTURE PLANS  

The main change to the environment in which we operate has been the change of 
Government in May 2010 and in particular our need to consider the potential impact of 
the budget and new Comprehensive Spending Review on our plans.  We had anticipated 
the need for prudence as the impact of the financial crisis became clear, and developed 
our four year strategy and Integrated Risk Management Plan 8 (IRMP 8) for 2011-12 in 
the light of this.  The plan contains some key developments which we believe will 
improve service delivery and make us more efficient.  The plan also presents our MTFP 
which takes us forward four years and demonstrates that the period will be challenging, 
in particular as we move into years 3 and 4, where there is considerable uncertainty. The 
Authority has set challenging savings targets, but will seek to protect the quality of 
service delivery.  The MTFP takes into account a continuing Capital Programme, 
focussing on the financial implications of our Asset Management Strategy.  We have also 
identified funds to help us develop our ICT capability and resilience. 

The year also saw the Government announce the cessation of the FireControl project, 
but our strategic decision to develop our Command and Control resilience means that we 
are able to meet the challenge that poses.  We are at the heart of discussions about how 
best to the deliver the control function in the future, and are likely to enter into an 
arrangement with Cumbria Fire and Rescue Service which we believe will assist them in 
finding a short-term solution for their Control function. 

We do not anticipate any significant changes to our statutory functions in the immediate 
future, but we await the outcome of the Fire Futures Review with interest. 

 


