
 

Firefighters’ Pension Scheme 
Pension Ombudsman Determination – FAQs 

 
Will individuals be reimbursed through a higher lump sum payment or through higher monthly 
pension payments? Will they have a choice in this?  
Any additional payment will usually take the form of a lump sum.  For some members, however, a 

maximum commutation amount of 2.25 times annual pension would have applied under the 

Firefighters' Pension Scheme 1992. In such cases, additional payment may be paid as additional 

pension, with backdated arrears of pension to be paid as a lump sum.  

How can I tell if my lump sum was subject to 2.25 times annual pension? 
A maximum commutation amount of 2.25 times annual pension would have applied to members 
who retired under regulation B7 paragraph 5 of the Firefighters’ Pension Scheme Order 19921.  
 
(5) In the case of  an ordinary pension, unless- 
 
(a)when the person retires he is entitled to reckon at least 30 years' pensionable  service, or 
(b)he retires at, or after, normal pension age. 
  
the commuted portion must not be such that the lump sum exceeds two and a quarter times the full 
amount of the pension. 
 
I.e those who 

 retired with an ordinary pension at age 50 or over; and  
 with 25 or more years of pensionable service but less than 30; and  
 before age 55, or before age 60 in the case of Additional Divisional Office and ranks above 

retiring before 21 November 2005.  
 
Pension Credit members 
Pension credit members are subject to a maximum commutation amount of 2.25 times pension 
under Regulation IA2 paragraph 5 of the Firefighters’ Pension Scheme Order 1992 amended by SI 
2001/36912 
 

5) But the lump sum under paragraph (2) may not exceed the annual rate of the pension for the first 

year it is payable (disregarding any reduction under this rule or any other rule of the Scheme), 

multiplied by 2.25. 

How much interest will individuals be paid?  
The payments to affected individuals will include interest, in recognition of the fact that these 
payments have been delayed by as many as 14 years in some cases. The Pensions Ombudsman has 
directed interest to be paid at the base rate prevailing over the period between retirement and the 
date of payment of the additional sum.  
 
  

                                                            
1 http://www.legislation.gov.uk/uksi/1992/129/schedule/2/made  
2 http://www.legislation.gov.uk/uksi/2001/3691/schedule/paragraph/13/made  

 

http://www.legislation.gov.uk/uksi/1992/129/schedule/2/made
http://www.legislation.gov.uk/uksi/2001/3691/schedule/paragraph/13/made


How will this affect my tax?  
The tax treatment of any payment will ensure that the individual is put back in the position that they 

would have been in had they received the correct payments upon retirement. Where no tax would 

have been due before, the government will meet the costs. Where the individual would have paid 

tax, they will need to do so now. This will ensure that no one is put in a worse-off position. 

Members not affected by the "2.25 times pension" limit 
Members not affected by the 2.25 x pension limit will not be liable for tax on the additional 
payment, and will not need to include the lump sum on a self -assessment tax return.  
 
Members affected by the "2.25 times pension" limit who receive additional pension only 
Members affected by the 2.25 x pension limit, who receive additional pension with backdated 
arrears of pension paid as a lump sum, will be taxed on the lump sum that represents past pension 
instalments and the additional pension through PAYE in the tax year in which they are received.  
 
Income tax of 20% will be deducted from the lump sum which represents interest on past pension 
instalments.   
 
Members affected by the "2.25 times pension" limit who receive additional pension and additional 
lump sum 

Members affected by the 2.25 x pension limit, and whose original lump sum was less than 2.25 times 
annual pension, may receive an additional lump sum in respect of the commuted pension and 
additional pension.  If you fall into this category more information will be provided once we have 
done the individual calculations.   
 
The tax position for those who receive both additional lump sum and additional pension, will be 
PAYE for the backdated arrears of pension paid as a lump sum and additional pension , plus 20% 
income tax will be deducted from the lump sum which represents interest on past pension 
instalments.  No tax will be payable on the additional lump sum.   
 
Further information on the tax payable will be given once the individual calculations have been 

done. 


