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Executive Summary

1.

This assessment measures the impact of policy proposals to implement
changes to the member contributions rates structure in the Scottish
Firefighters' Pension Scheme.

The assessment finds that the policy changes will not disproportionally
benefit or harm the protected groups of scheme members and will
maintain the overriding principle of ensuring that the scheme remains
a sustainable and valuable part of the reward package for firefighters in
Scotland.

The Public Sector Equality Duty

3.

The Public Sector Equality Duty (PSED) was created by the Equality Act
2010 and is supported by the specific duties contained in the Equality
Act 2010 (Specific Duties) (Scotland) Regulations 2012, as amended.

The PSED requires the Scottish Government to assess the impact of
applying a proposed new or revised policy or practice. Scottish Ministers
must have ‘due regard’ to the need to eliminate discrimination,
advance equality of opportunity and foster good relations between
people with different protected characteristics when carrying out their
activities.

There are nine protected characteristics identified in the Equality Act
2010: (1) sex, (2) age, (3) disability, (4) race, (5) religion or belief, (6) gender
reassignment, (7) pregnancy and maternity, (8) sexual orientation, (9)
marital or civil partnership status.
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Background

o.

10.

The Firefighters' Pension Scheme (Scotland) continues to be an integral
part of the remuneration package, and offers significant value in
retirement to people who have chosen to dedicate part, or all, of their
careers to serve as firefighters in Scotland. As a defined benefit pension
scheme it offers the security of a guaranteed income in every year of
retirement for all its members.

The Public Service Pensions Act 2013 introduced the legal framework
for reformed public service pensions. A key aspect of the reforms was
the introduction of regular actuarial valuations of the public service
pension schemes in order to effectively measure the costs of the
benefits being provided. Valuations of public service pension schemes,
including the Scottish Firefighters' Pension Scheme, must be
undertaken every four years. Each valuation is conducted according to
HM Treasury directions and is carried out by the Government Actuary's
Department (GAD) on behalf of the Scottish Ministers, based on
scheme data held as at 31 March of the relevant year.

The latest scheme valuation was based on scheme data at 31 March
2020 (the 2020 valuation). It assessed the anticipated costs of benefits
accruing over the implementation period from 1 April 2024 to 31 March
2027, and set the employer contribution rate accordingly. As a
consequence the contribution rate payable by the Scottish Fire and
Rescue Service (SFRS) increased by 5.6% on 1 April 2024. The 2020
Valuation was finalised and published on 26 January 2024.

The overall cost of benefits in the implementation period, plus any past
service costs, is met by a combination of the employer and employee
contribution rates. The employer rate is calculated based on a number
of factors, and ultimately set on the basis of the assumed yield of
contributions from scheme members. This target yield is set out in the
reformed scheme design framework of 2014/15 and is set at 13.2% of
pensionable pay.

In setting the initial rates for the 2015 scheme the Scottish Ministers
took into account contributions from the active membership and
benefit accrual across the legacy final salary 1992 and 2006 schemes.
The legacy schemes closed to active membership on 31 March 2022,
and so the existing member contribution rates for the 2015 scheme,
structured on a career average revalued earnings (CARE) basis, have
been reviewed to assess if they can deliver the required yield. The 2020
scheme valuation identified that the expected yield, as currently
structured, would not be met at 12.97%, a shortfall of 0.23%.
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Current Member Contribution Rate Structure

11.

12.

With the introduction of the Scottish Firefighters’ Pension Scheme in
2015, member contribution rates were structured in four bands, based
on a firefighters’ whole time equivalent pay. Annual changes were
initially hardcoded into the scheme regulations, with increases to the
bands of 1% each year from 2015/16, designed to provide for the yield to
achieve at least some limited tracking to increases in firefighters'
pensionable pay.

This annually predetermined increases to the structure ceased at the
end of the 2015 - 2019 implementation period, and have remained the
same since 1 April 2018.

Proposed Changes to the member contribution rate from 1July 2025

13.

In undertaking the 2020 valuation, the Government Actuary's
Department (GAD), acting as scheme actuary, confirmed that the
existing member rates would not deliver the 13.2% target yield over the
implementation period 1 April 2024 to 31 March 2027. The anticipated
yield is calculated to be 12.97%.

14. The SPPA has worked closely with Scottish Firefighters' Scheme

15.

16.

Advisory Board (SAB), which comprises representatives of members
and the employer and provides advice to the Scottish Ministers on
changes to the pension scheme, to review the member contribution
structure. First and foremost, the SAB agreed that achieving the target
yield is fundamental to the sustainability of the scheme.

These changes will amend the Firefighters’ Pension Scheme (Scotland)
Regulations 2015 to increase the current employee contribution yield of
12.97% to 13.2%, effective from 1 July 2025. The Scottish Government also
proposed to undertake an exercise each year to amend the bands in
line with pay awards.

The proposed changes to the tiered rates, based on actual pay, are
summarised in Table 1 below. Previously rates were applied using whole
time equivalent pensionable pay:

| Actual Pay Rate
Band 1 £0 to £35,000 11.73%
Band 2 £35,001 to £55,000 13.63%
Band 3 £55,001 to £142,500 14.23%
Band 4 £142 501 + 15.23%
Yield (2025-2027) 13.20%
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Band 1. Full time Trainee — Development Firefighters.
Band 2: Full time Competent Firefighters — Watch Managers.
Band 3: Full time Group and Area Managers.

Key Findings

17. Scottish Ministers consider that the effect of implementing these
changes would mean that some active scheme members (members
currently making contributions to the scheme) would pay a higher
member contribution rate. The active membership of the firefighter
pension arrangements in Scotland is currently around 6,200 (full time
and part time/retained). Approximately 4% of firefighters in Scotland
choose to opt out of the pension scheme.

18. The Scottish Government has worked with GAD to produce this
equalities impact assessment for the age and sex protected
characteristics, to support consideration of the impact of the increase in
the member contribution rate in the 2015 scheme.

Age

19. The analysis shows that the average contribution rate increases with
age, with the exception of the oldest members, for both the current and
proposed structure. This is mainly due to older members, on average,
having reached higher ranks and salaries, placing them in tiers with a
higher contribution rate compared to younger members.

Average member contribution rate by age
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20.Income tax relief on pension contributions means those with higher
salaries will benefit more from pension tax relief than their younger
counterparts. For example, firefighters whose pension contributions are
subject to the intermediate marginal rate of income tax in Scotland of
21% will have a proportionately greater reduction in net pay than those
whose pension contributions are subject to the higher marginal rate of
income tax in Scotland of 42%. The tiering of the contribution structure
will mitigate some of the increased impact of the higher contributions
paid by those earning more. The impact of the contribution rate
changes on 2024-25 net pay was illustrated in Table 1 of the
consultation document. Firefighters Pension Scheme - Consultation on
Employee Contribution Increase.pdf

21. Aflat rate structure, combined with income tax relief, would have the
effect that older members would have paid slightly less as a proportion
of their income after tax. This was discounted by the Scottish
Government on advice of the SAB as they wanted to ensure the
scheme continues to be attractive to lower paid firefighters.

Sex

22.The proposed increase to members contribution rates will apply to all
members regardless of sex. However, the potential impact of the new
proposals on male and female members has been considered.

Average contribution rate by sex
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23.The analysis also showed that the impact of the proposed change is
broadly the same for males and females on average.

24.The age and sex analysis is based on an estimate of pensionable pay
across the membership at 1 April 2025, and the impact of the policy
decision if the new rate was payable on 2025/26. Whilst the impacts
shown may differ on implementation from 1July 2025 depending on
pay progression, it is not expected that this would have a material
impact on the conclusion drawn from the charts shown.

Other protected Characteristics:

25.The Scottish Government does not hold data on the other protected
characteristic groups (race, disability, religion or belief, sexual
orientation, gender reassignment, preghancy and maternity, marriage
and civil partnership) in the firefighter scheme, mainly due to their low
number. However, contribution rates will apply to gross pensionable
pay for all members, irrespective of the equality category.

Recommendations and Conclusion

26.The proposed member contribution tiers were set out in the
consultation document, this included an increase on the contribution
rates equally across scheme membership. These have been designed to
ensure the required yield of 13.2% is met while protecting the
affordability of the scheme for the firefighters in Scotland. This
approach is intended to minimise any change to the existing structure
and therefore minimise the impact on any particular group.

27.The proposal is to continue to uprate contribution tiers in line with
annual pay increases, this will ensure that the contribution yield
continues to be met over time.

28.We therefore conclude that the changes to member contribution rates
structure, using actual pay, proposed in the consultation do not give
rise to indirect discrimination against any of the protected
characteristics.

SPPA
13 May 2025
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