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Defined 
contribution

SHPS valuation: 
preparing for 2019

The 2017 SHPS valuation 
has resulted in an 
increased deficit of 
£1.5bn, up from £1.3bn 
three years ago

Overall deficit 
contributions go up 10% 
from April 2019.  This 
impact will grow over time 
as the previous tiered 
structure has fallen away

At the individual employer 
level deficits are now 
allocated based on share 
of liability. This will lead to 
winners and losers 

Future service rates will 
go up broadly 30% from 
July 2019. 

There have been a number of changes 
made this time around. The key 
changes include:

1. Allocation of deficits

TPT have moved to a share of 
liabilities approach to reduce cross 
subsidies.

This will lead to winners and losers

4. Increased scheme expenses

Scheme expenses will increase from 
a fixed fee per employer of £1,800 
p.a. plus £70 p.a. per DB member to 
£1,900 p.a. per employer plus £75 
p.a. per DB member

5. Reduced closed employer 
loading

The loading has been reduced from 
2.5% of pensionable pay to 1.1% of 
pensionable pay

The decisions organisations need to 
make and how they make them will 
depend on their SHPS obligations and 
their wider business objectives. 

Future Past

Defined contribution

Overleaf we look at how to start addressing these questions

Are your staff accruing benefits in one of the final salary or 
CARE sections?

What is your share of 
deficit payments?

Has the prudence level 
changed?

What is the level of 
investment risk being 
taken?

Have the liabilities been 
optimally managed?

What can you do about 
it?

Will you pass any 
increases on to your 
staff?

Is the benefit valued by 
staff?

Will you change what 
you offer?

How does the 
contribution rate 
compare to staff in other 
schemes?

What are the barriers to 
change?

Are your staff getting 
value for money?

Are your staff offered 
sufficiently flexible 
investment and 
retirement options?

Are you happy with the 
quality of engagement 
with you and your staff?

Is the governance 
structure appropriate?

Is the design inclusive 
for all?

Legacy
past service

Future 
service 
(defined benefit)

Yes No

2. Increased prudence

An increase in prudence margins has 
increased liabilities by around £150m

3. Extended timescales 

New future service rates will come 
into effect from 1 July 2019 to allow 
time for consultation with staff 
affected by proposed employee rate 
increases

New deficit payments will come into 
force from April 2019.
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Future service (defined benefit) - consider:

— A summary of options open to your 
organisation, including order of 
magnitude costs and savings,
and a comparison of options 

inside and outside SHPS. 

— Issues to consider
with managing 
change

SHPS 2017 valuation: first steps

Legacy past service - consider:

Defined contribution - consider:

— A comparison of key features of the SHPS DC section 
against best market practice to assess the value being 
provided to your staff. Areas which will be considered include:

• Contribution benchmarking

• Member charges

• Investment capability

• Communications and engagement
All components will include a report and follow up call to discuss the analysis 
and how to plan a route through to your preferred position.

For more information please contact Steve or Ceri, or Clearer Pensions 
directly by emailing clearer.pensions@kpmg.co.uk or visiting 
https://clearerpensions.com/

Defined contribution 
health check

Legacy 
past
service

Future service 

(defined 

benefit)

• Governance

• Administration and systems

• Future proofing

• Inclusivity assessment

— The 2017 valuation future service 
rate with an explanation of the 
movement since the 2014 valuation.

— A projection of future service 
contributions over the next
30 years with a comparison of how 
this would have looked if the 2014 
approach had been taken.

— Sensitivity of the future service rate 
to changes in financial and 
demographic conditions.

— The 2017 valuation results with an explanation of the movement since the 
2014 valuation.

— A projection of deficit contributions over the next 30 years with 
a comparison of how this would have looked if the deficit had 
followed expectations since 2014.

— An illustration of the risk of future deficit increases and 
how this has changed since 2014.

— A summary of options open to your organisation, 
including order of magnitude costs and savings. This 
includes bulk transfer options, Section 75 payment, 
deferred debt and prepayments

The module will be split into 3 components which mirror the three
areas set out on this page, and can be selected individually or all 
together depending on your objectives. 

Employers who wish to deal with the challenges on the previous page could start with the analysis outlined below

— A summary of recommended factors for consideration and next steps

Employers may be interested in the Clearer Pensions 
SHPS 2017 valuation module. Clearer Pensions is

designed to provide housing associations with access to 
tailored pension information and advice, delivered at scale to

achieve exceptional value for money.

Steve Simkins FIA
Partner, Head of Public Services Pensions 
07739 812691 steve.simkins@kpmg.co.uk

Ceri Ross FIA
Senior Manager, Pensions 
07468 367514 ceri.ross@kpmg.co.uk
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