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Ministry of Housing,
Communities &
Local Government

AME FORECASTING/FUNDING - FUTURE ARRANGEMENTS

There are currently two AME funding arrangements relating to firefighters’ pensions:

1.
2.

AME Pensions top up grant (BAU/McCloud remedy/Matthews remedy); and
AME McCloud remedy compensation.

This paper sets out the current arrangements for collecting the forecasts and sets out

the proposed future changes.

1.

AME Pensions top up grant

The current arrangements for collecting forecasts/actual pensions data for the
AME Pensions Top Up grant is as follows:

e August/September - MHCLG collects 6-year pension forecasts from all
FRAs. This includes forecast pension income and expenditure for each year
within the forecast period. At present, we ask FRAs to exclude any impact of
both Matthews and McCloud remedies on pensions income/expenditure.

e April/May - MHCLG collects audited pension income/expenditure data from
FRAs for the previous financial year, and unaudited pension
income/expenditure data for the financial year that has just ended.

e July-MHCLG pays the annual AME pensions top up grant to each FRA based
on the pension data submitted (as above).

At present, MHCLG asks FRAs to exclude the impact of both Matthews and
McCloud remedies in their pension forecasts. The forecasts provided by FRAs
are referred to as Business as Usual (BAU) forecasts.

Instead, we ask GAD to centrally forecast the impact of both remedies on
pension income/expenditure for each FRA. The BAU forecasts provided by FRAs
are added to the central forecasts for both remedies (provided by GAD) to
determine the annual AME pensions top up grant that is paid to each FRA.

New arrangements from 2026

From August/September 2026, MHCLG intends to change the current
arrangements so that:

- FRAswillinclude the impact of McCloud remedy in their BAU forecasts; and
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- GAD will continue to forecast the impact of Matthews remedy (but not
McCloud remedy) on pensions income/expenditure for 2026/27 and 2027/28.

ACTIONS REQUIRED

i. MHCLG/LGA to inform FRAs of the need to include the impact of McCloud
remedy in their next set of forecasts (to be commissioned in August
2026);

ii. MHCLG to update the AME forecast guidance; and

iii.  GAD to provide informal guidance to help FRAs forecast the impact of
McCloud remedy in their BAU forecasts.

. AME McCloud remedy compensation

Under the current arrangements, GAD provides as central forecast for AME
spend on the McCloud remedy compensation. The main reason for this was that
FRAs did not have any experience on the quantum and number of these
payments.

As the McCloud remedy compensation has been operational for over a year,
MHCLG now takes the view that FRAs are better placed to provide these
forecasts going forward as they have source data that is not available to GAD.

New arrangements from 2026

From August/September 2026, MHCLG intends to change the current
arrangements so that:

- Responsibility for providing forecast spend on McCloud remedy
compensation will pass from GAD to each individual FRA. MHCLG will
commission these forecasts once a year (in August/September).

- The collection of these forecasts will be facilitated by the DELTA online data
collection system BUT will remain as a separate exercise to the collection
of the AME pension forecast process.

- AME compensation payments will also move to two payments per year (every
6 months) rather than quarterly and will remain paid in arrears. Claims will
continue to be made via DELTA.

- This new process will be subject to regular review to ensure it remains
effective.
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ACTIONS REQUIRED

i McCloud remedy compensation will be updated to reflect that the
responsibility for forecasting future spend has been transferred from GAD
to each individual FRA.

ii. GAD to provide informal guidance to help FRAs forecast the future spend
on the McCloud remedy compensation.
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