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Assets Benefits
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Discount rate

Mortality rates 
and future 

improvements

Pension 
increases

Proportion 
married and 

age differences

Deferred/CARE 
revaluation

Cash 
commutationAssumptions
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Enter original or revised results into Association’s accounts

Make changes to the assumptions and re-run the disclosures if necessary

Accept provisional assumptions/results   OR Carry out a simple review          

Reviews can take 
around 5 working 
days but could be 
quicker if needed

Disclosures can 
be re-run in real 
time for SHPS
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31 March 2021
(£000s)

31 March 2020
(£000s)

Fair value of plan assets 10,281 9,488

Present value of defined benefit obligation 14,010 12,562

Surplus (deficit) in plan (3,729) (3,074)

Defined benefit asset (liability) to be recognised (3,729) (3,074)
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These can 
be altered

These 
cannot be 

altered

Based on (generic) 
assumptions set by the 

pension scheme actuary



Proposed 
assumptions

Alternative 
assumptions
(Quantum)

Approximate impact 
on Association’s 
Present value of 
defined benefit 

obligation 

Discount rate 2.35% p.a. 2.60% p.a. c5% reduction

Inflation (RPI) 3.25% p.a. 3.20% p.a.

c1% reductionInflation (CPI) 2.25% p.a. 2.20% p.a.

Salary growth 3.25% p.a. 3.20% p.a.
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Duration of Association’s pension 
liabilities is 22 years. Therefore scope 

to increase discount rate by 0.25%

Increasing discount rate reduces the 
value placed on the Association’s 

pension promises to members

Based on our expectations of long 
term inflation there is scope to 

reduce this by 0.05%

As pension benefits increase in line with 
inflation a reduction to inflation reduces 

the value placed on the Association’s 
pension promises to members
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Proposed assumptions
Alternative assumptions

(Quantum)

Approximate impact on 
Association’s Present 

value of defined 
benefit obligation 

Cash commutation 
allowance

75% of maximum allowance 75% of maximum allowance No impact

Pre-retirement 
mortality

Nil Nil No impact

Post-retirement 
mortality

103% of S3PxA tables relevant to 
year of birth, CMI 2019 

projections, subject to long term 
trend rate of 1.5% p.a.

103% of S3PxA tables relevant to 
year of birth, CMI 2019 projections, 
subject to long term trend rate of 

1.00% p.a.

c2% reduction

Overall impact - - c9% reduction 

Using less prudent 
longevity improvements

Alternative mortality assumes members do not live as long as 
previously expected and this reduces the value placed on the 

Association’s pension promises to members



31 March 2021 -
revised
(£000s)

31 March 2021 -
initial

(£000s)

Fair value of plan assets 10,281 10,281

Present value of defined benefit obligation 12,938 14,010

Surplus (deficit) in plan (2,657) (3,729)

Defined benefit asset (liability) to be recognised (2,657) (3,729)
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Changes reduce the 
Association’s 

liabilities by £1.072m

c9% 
reduction
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30 September 
2020 SHPS 
valuation

What could it 
mean for 

Associations?

What could it 
mean for 

employees?
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Date Assets (£m) Liabilities (£m) Deficit (£m) Funding level

30 Sept 2017 4,553 6,075 (1,522) 75%

30 Sept 2018 4,577 5,985 (1,408) 76%

30 Sept 2019 5,541 7,166 (1,625) 77%

30 June 2020 5,289 6,851 (1,561) 77%
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Source: TPT

Based on assumptions set 
by TPT’s actuaries

Investment markets and financial conditions did not significantly change between 30 June 
2020 and 30 September 2020 therefore update as at 30 June 2020 provides a good broad 
indication of final outcome.
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Over the period, 
investments have 

performed better than 
expected. This will have 
helped to improve the 

funding position.

Over the period, gilt yields 
have increased by more than 

implied inflation has increased. 
This will reduce the value 

placed on the benefits 
promised to members.

Significant rise in gilt 
yields – market optimism 

regarding COVID-19?

But inflation has also 
increased over the 

period!
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Will SHPS DB become unaffordable for Associations and/or their employees?

Cover all of increase or share with employees?

How will Associations address the future increase in accrual costs?

Cost of future accrual will increase too

Even with post valuation experience deficit contributions likely to increase

SHPS deficit of £1.5bn not reduced as per current recovery plan
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Benefit
60th final 

salary
80th final 

salary
60th CARE 80th CARE 120th CARE

Existing rate 27.2% 20.5% 22.1% 16.7% 11.3%

Overall contribution rate 
assuming a 20% increase

32.6% 24.6% 26.5% 20.0% 13.6%

Start 
considering 
your options 
sooner rather 

than later





• Position has certainly deteriorated since 
2019

• However, we are in unusual times

• Cost cap valuations

• Will need to be addressed by LGPS at 
some point

• Additional liability for employers but 
how much?

• Deferred employer status 

• Exit payment paid over time

• Still discretionary
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