
  

A Spending Review and Autumn 
Statement 2015 policy measures 

Overview 

A.1 Our Economic and fiscal outlook (EFO) forecasts incorporate the expected impact of the 
policy decisions announced in each Budget and Autumn Statement. In the run-up to each 
statement, the Government provides us with draft estimates of the cost or gain from each 
policy measure it is considering. We discuss these with the relevant experts and then suggest 
amendments if necessary. This is an iterative process where individual measures can go 
through several stages of scrutiny. After this process is complete, the Government chooses 
which measures to implement and which costings to include in its scorecard. We choose 
whether to certify the costings as ‘reasonable and central’, and whether to include them – or 
alternative costings of our own – in our forecast. 

A.2 In this forecast, we have certified all the costings of tax and annually managed expenditure 
(AME) measures that appear in the Government’s main policy decisions scorecard as 
reasonable and central. But we were unable to certify the financial transaction costing for 
the 2020-21 sale of £5.8 billion of RBS shares. This measure was submitted more than 
three days after the mutually agreed deadline for us to be informed of new policies, on the 
day that we finalised our fiscal forecast. We have included the Treasury’s estimate in our 
forecast as an uncertified costing because of its relatively simple nature – on the 
assumptions underpinning our central forecast, the Government would still own a sufficient 
number of RBS shares to raise £5.8 billion in 2020-21. 

A.3 In July, we were unable to certify one element of the welfare savings package – removing 
the first child premium in universal credit for new claims. In that instance too, we included 
the Treasury’s estimate of its fiscal impact in our forecast. We have now been provided with 
the information necessary to assure ourselves that the costing is reasonable and central, so 
have included the same amount in this forecast. 

A.4 Table A.1 reproduces the Treasury’s scorecard, with further details set out in Chapter 4 and 
in the Treasury’s Spending Review and Autumn Statement policy costings document, which 
summarises the methodologies used to produce each costing and provides some 
information on the main areas of uncertainty within each.  

A.5 The costings process worked more efficiently alongside this forecast, with a smaller 
proportion of policy measures being submitted just before our deadlines than had been the 
case in March and July.  
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Policy decisions not on the Treasury scorecard 

A.6 In this EFO we have shown the effect on our forecasts for receipts and AME spending of 
policy decisions that have not been fully included in the Treasury scorecard. These include: 

• the decision to help some local authorities to raise council tax more quickly to meet 
some of the costs associated with adult social care and policing. That decision raises 
receipts and local authority self-financed expenditure (LASFE). It is very nearly neutral 
for borrowing; and 

• the AME spending effect of housing associations’ estimated response to changes in 
grant funding announced in the Spending Review and the new limits imposed on 
social sector rents (explained in Annex B). 

Uncertainty 

A.7 In order to be transparent about the potential risks to our forecasts, we assign each certified 
costing a subjective uncertainty rating, shown in Table A.1. These ratings range from ‘low’ 
to ‘very high’. In order to determine the ratings, we have assessed the uncertainty arising 
from each of three sources: the data underpinning the costing; the complexity of the 
modelling required; and the possible behavioural response to the policy change. We take 
into account the relative importance of each source of uncertainty for each costing. The full 
breakdown that underpins each rating is available on our website. It is important to 
emphasise that, where we see a costing as particularly uncertain, we see risks lying to both 
sides of what we nonetheless judge to be a reasonable and central estimate. 
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Table A.1: Treasury scorecard of policy decisions and OBR assessment of the 
uncertainty of costings 

 

 

 

 

 

 

 

Head £ million
2015-16 2016-17 2017-18 2018-19 2019-20 2020-21 Uncertainty

Business, growth and skills

1 Apprenticeship Levy (funding employer 
apprenticeship scheme)

Tax 0 0 +2,730 +2,845 +2,970 +3,095 Medium

2 Business Rates: small business relief 
extension2 Tax 0 -700 +40 +15 0 0 Medium-low

3 Enterprise Zones Tax 0 * -10 -15 -15 -5 Medium-high
4 Royal Mail share scheme Spend -45 0 0 0 0 0 N/A

5 Stamp Duty Land Tax: higher rates on 
additional properties

Spend +30 +625 +700 +760 +825 +880 High

6 Stamp Duty Land Tax: bringing forw ard 
payments

Spend 0 0 +110 +10 +10 +10 Medium

7 Capital Gains Tax: reduce payment 
w indow  for residential property

Tax 0 0 0 0 +930 +230 Medium

8 Temporary accommodation: impact of 
new  funding mechanism3 Spend 0 0 +225 +235 +245 +260 Medium

9 Renew able Heat Incentive: capping costs 
and improving value for money

Spend 0 +30 +100 +245 +460 +690 Medium-low

10 Landfill Communities Fund: reform Tax 0 +20 +20 +20 +20 +20 Low
11 Flood Re: levy and premiums income Spend -10 +75 +65 +70 +70 +65 Medium

12 Company Car Tax: retain the diesel 
supplement until 2021

Tax 0 +280 +275 +275 +265 +265 Medium

13 Insurance Premium Tax: reform to motor 
insurance claims rules

Tax 0 0 -35 -45 -55 -55 Medium-high

Avoidance, evasion and tax planning
14 Stamp Duty Reserve Tax: options abuse Tax 0 +35 +40 +40 +40 +45 High

15 Venture capital schemes: restrictions on 
use

Tax +15 +95 +95 +95 +90 +95 Medium-high

16 Capital allow ances and leasing: reducing 
avoidance

Tax +5 +25 +40 +30 +20 +20 High

17 Corporation Tax: disposals of intangible 
f ixed assets to related parties

Tax +15 +45 +70 +35 +30 +25 High

18 Company distributions: preventing 
avoidance

Tax 0 * +35 +20 +15 +10 High

19 General Anti-Abuse Rule: penalties Tax * +10 +20 +25 +5 +5 High

Energy, environment and transport

Property and housing
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Table A.1 continued: Treasury scorecard of policy decisions and OBR assessment of 
the uncertainty of costings 

 
 

 

Modernising the tax and benefit system

20 Making Tax Digital: reducing errors 
through record keeping

Tax 0 0 * +10 +300 +610 High

21 Corporation Tax: special rate on 
restitution payments

Tax +270 +55 +55 +75 +100 +115 Medium-high

22 Fraud, error and debt: DWP and HMRC 
changes

Tax 0 +85 +135 +105 +135 +145 Medium

23 Tax credits: maintain taper and income 
threshold

Spend 0 -3,385 -2,875 -1,735 -910 -465 Medium-low

24 Universal Credit: updated delivery 
schedule

Spend 0 +60 +250 +225 +70 -215 Medium-high

25 Universal Credit: uprate Minimum Income 
Floor w ith National Living Wage

Spend 0 * +10 +55 +120 +180 Medium

26 Housing Benefit: limit social sector rates 
to the equivalent private sector rate

Spend 0 0 0 +120 +170 +225 Medium-high

27 Housing Benefit and Pension Credit: limit 
temporary absence

Spend 0 +25 +20 +15 +10 +10 High

28 Childcare: revised eligibility criteria Spend 0 +10 +70 +90 +110 +125 Medium-high

29 Pensions automatic enrolment: align w ith 
start of tax year

Tax 0 0 +390 +450 -10 -10 Medium-high

30 Pension Credit Savings Credit: freeze Spend 0 +135 +130 +125 +125 +120 Medium

31 Social care reforms: updated 
implementation date

Spend 0 +105 +110 +100 +75 -75 Low

TOTAL POLICY DECISIONS +280 -1,965 +2,815 +4,295 +6,220 +6,420
Of which: welfare cap policy decisions -5 -2,970 -1,920 -670 +140 +290
Total tax policy decisions +335 +585 +4,545 +4,620 +5,520 +5,335
Of which: Apprenticeship Levy 0 0 +2,730 +2,845 +2,970 +3,095

MEMO: SPENDING REVIEW: TOTAL 
REAL-TERM SAVINGS IN RDEL 4 0 +300 +4,100 +8,100 +11,900

* Negligible
1  Costings reflect the OBR’s latest economic and fiscal determinants.

3 This reflects the reduction in Annually Managed Expenditure from this measure. Funding for managing temporary 
accommodation will be included within DCLG Communities DEL. See Chapter 3 of HM Treasury's document for further detail.

2  Costing includes the impact on local government grants which have been incorporated in departmental settlements.

4 RDEL savings calculated compared to a counterfactual in which RDEL excluding depreciation grows in line with whole 
economy inflation from its 2015-16 level (excluding the OBR's Allowance for Shortfall).

Welfare

Pensions and pensioners
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A.8 Table A.2 shows the detailed criteria and applies them to a sample policy measure from this 
Spending Review and Autumn Statement: ‘Pensions automatic enrolment: align with start of 
tax year’. It is expected to raise around £400 million in both 2017-18 and 2018-19. We 
have judged that the most important source of uncertainty in the costing is modelling, 
followed by data and behaviour. The modelling is based on an assumption of a steady-state 
opt-out rate of around 28 per cent of employees enrolled automatically on a workplace 
pension, with a gradual build-up from the current 10 per cent as contribution rates rise over 
the next few years. These opt-out rates were already in our baseline forecast. DWP has 
estimated that there will be a lower opt-out rate due to the lower contributions, but this is 
assessed against an unverifiable counterfactual leading us to consider it to be a ‘high’ 
source of uncertainty. The data used come from an internal DWP survey of employers, a 
long-standing survey on hours and earnings from the ONS, and a cross-departmental 
register of businesses providing workplace pensions. While not as certain as administrative 
data, the costing does use high quality external data. We consider this to be a ‘medium’ 
source of uncertainty. The behavioural response is a considerable factor in the costing, but it 
is informed by outturn data and we considered sensitivity analysis that provided further 
reassurance. We judge this to be a ‘medium’ source of uncertainty. Taking all these 
judgments into account, we gave the costing an overall uncertainty rating of ‘medium-high’. 
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Table A.2: Example of assigning uncertainty rating criteria: ‘Pensions automatic 
enrolment: align with start of tax year’ 

 
 
A.9 Using the approach set out in Table A.2, we have judged eight measures in the Treasury’s 

scorecard to have ‘high’ uncertainty around the central costing. One financial transaction 
was judged to have ‘very high’ uncertainty. These scorecard measures represent 26 per cent 
of those in the Autumn Statement by number and 14 per cent by absolute value (in other 
words ignoring whether they are expected to raise or cost money for the Exchequer). In net 
terms, they are expected to raise the Exchequer £5.3 billion in total over the forecast period. 
The measures are:  

• Further Education: expansion of tuition fee loans: This measure receives a ‘very high’ 
uncertainty rating. It expands advanced learning loans to cover level 3 and 4 courses 
for young learners (aged 19 to 23) and level 5 and 6 courses for all learners. This 
costing rests entirely on an estimate of behavioural change, as there is no pre-
behavioural impact of making these loans available. This is the source of uncertainty in 
the costing. Given the lack of data on the demand for public funding for these courses 

Rating Modelling Data Behaviour
Significant modelling 

challenges
Very little data

Multiple stages and/or high 
sensitivity on a range of 
unverifiable assumptions

Poor quality

Significant modelling 
challenges

Little data

Multiple stages and/or high 
sensitivity on a range of 
unverifiable assumptions

Much of it poor quality

Some modelling challenges Basic data

May be from external sources

Assumptions cannot be readily 
checked

Some modelling challenges Incomplete data

High quality external sources

Verifiable assumptions

Straightforward modelling

Few sensitive assumptions 
required

Low

Straightforward modelling of 
new parameters for existing 

policy with few or no sensitive 
assumptions

High quality data
Well established, stable and 

predictable behaviour

Importance High Medium Low

Overall Medium-high

Very high
No information on potential 

behaviour

Considerable behavioural 
changes or dependent on 
factors outside the system

Difficulty in generating an up-
to-date baseline and sensitivity 

to particular underlying 
assumptions

Difficulty in generating an up-
to-date baseline

High
Behaviour is volatile or very 
dependent on factors outside 

the tax/benefit system

Medium-high
Significant policy for which 
behaviour is hard to predict

Medium

Medium-low High quality data Behaviour fairly predictable
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– there is currently no public funding available for standalone level 5 and 6 
qualifications – and difficulties in estimating the additionality in take-up due to the 
measure, the estimated cost of this measure is highly dependent on judgement-based 
assumptions; 

• Stamp Duty Land Tax: higher rates on additional property: This measure receives a 
‘high’ uncertainty rating. From April 2016 stamp duty land tax (SDLT) rates on 
additional residential properties – primarily buy-to-let and second homes – will be 3 
per cent higher. There are two main sources of uncertainty in the costing: the tax base 
and the behavioural response. Uncertainty regarding the tax base arises from the fact 
that at present there is no requirement to declare whether a transaction is being made 
as a second dwelling. As such, the number of transactions that will be liable for these 
higher rates in future years has had to be estimated using other sources and a number 
of assumptions. While there are relatively high quality data for buy-to-let purchases, 
data on second homes is much poorer, with estimation being based on council tax 
and census information. There are a number of possible behavioural effects and each 
adds uncertainty. For example, the measure requires purchasers to declare that the 
dwelling they are acquiring will not be their primary residence – i.e. effectively to opt in 
to the higher SDLT charge. There are also uncertainties about the extent to which the 
higher rates will reduce the number of property transactions and whether they could 
have a material effect on house prices; 

• Stamp Duty Reserve Tax: options abuse: This measure receives a ‘high’ uncertainty 
rating. It is an anti-avoidance measure to restrict the use of ‘deep in the money’ 
options, a financial instrument used to reduce artificially the taxable consideration of 
transactions in shares. There is considerable uncertainty over how much of the current 
use of such options is legitimate and how much is largely for avoidance purposes, 
which creates uncertainty over the tax base. The use of these options at the moment 
suggests that this population is actively changing behaviour in response to the tax 
system. Any measure targeting such a population is inherently uncertain; 

• Making Tax Digital: reducing errors through record keeping: This package receives a 
‘high’ uncertainty rating. It is an HMRC initiative to interact digitally with small 
businesses across income tax, corporation tax and VAT, working with the private sector 
to introduce software that will design out record-keeping errors in taxpayers’ returns. 
There are uncertainties in the behavioural response and operational delivery. In terms 
of behaviour, the uncertainty relates to the extent to which the software will prevent 
errors by taxpayers; in terms of deliverability, the uncertainty relates to whether HMRC 
can deliver this challenging project in time for the benefits to be realised as scored. 
Reflecting lessons learnt from previous costings (as described later in this annex), we 
paid particular attention to the degree of contingency built into the delivery plan before 
certifying the costing as central; 

• Company distributions: preventing avoidance: This package is intended to tackle the 
use of voluntary liquidation as a tax planning tool, and receives a ‘high’ uncertainty 
rating. This package introduces two new sets of rules that mean that voluntary 
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liquidation of companies that are then re-opened by the same controlling shareholders 
will result in an income tax liability rather than a capital gains tax liability, increasing 
the effective tax rate paid. The tax base has a high degree of uncertainty in this 
package, as the estimate relies on intelligence obtained by HMRC on whether the rule 
would have applied in previous cases. As a result, there is a very wide range of 
plausible estimates. The final costing is also reduced to account for the tax planning 
behaviour of the population using these tools, as they are already actively changing 
their behaviour in response to the tax system; 

• Capital allowances and leasing: reducing avoidance: This measure receives a ‘high’ 
uncertainty rating. It intends to tackle schemes that resulted in either artificially low 
disposal values for capital allowances purposes or tax-deductible sale-and-lease-back 
arrangements. The tax base estimate is derived from a relatively low number of cases, 
which creates uncertainty: it is very sensitive to small changes in the number of future 
cases. There is also uncertainty over the behavioural effect, as with all measures 
targeting taxpayers who are already actively responding to the tax system by changing 
their behaviour; 

• Corporation Tax: disposals of intangible fixed assets to related parties: This measure 
receives a ‘high’ uncertainty rating. It amends the related party rules in effect in the 
corporation tax regime for transfers of intangible assets to make clear that 
partnerships will be treated as part of a group. The uncertainty in this measure comes 
from the tax base and the behavioural response. The tax base is estimated from a 
small number of existing cases with little evidence on which to base the number of new 
cases that will arise from year to year. In terms of behavioural response, the main 
uncertainty relates once again to the measure targeting taxpayers that are already 
responding to the tax system by changing their behaviour; 

• General Anti-Abuse Rule: penalties: This measure receives a ‘high’ uncertainty rating. 
It introduces a penalty for tax cases caught by the GAAR, set at 60 per cent of the tax 
affected. The uncertainty comes from a number of sources in this costing: the tax base 
is the number of cases expected to be caught by the GAAR, of which there are as yet 
none. It is also formed from activity hidden within avoidance schemes. The 
behavioural effect is based on GAAR penalties acting as a deterrent on top of the 
existing deterrence from the GAAR, which itself is uncertain. As we have seen with the 
original GAAR measure, it can take a long time for any receipts benefit to materialise – 
yet another source of uncertainty; 

• Housing Benefit and Pension Credit: limit temporary absence: This package receives a 
‘high’ uncertainty rating. It reduces the maximum temporary absence from the UK of 
housing benefit and pension credit claimants to four weeks before they lose their 
entitlement. There are two main sources of uncertainty in this costing. First, the number 
of people on these benefits currently travelling abroad for periods between four weeks 
(the new limit) and thirteen weeks (the current limit), which affects the pre-behavioural 
estimate. Second, the extent to which the lower limit will change behaviour, the 
estimate for which relies on judgement in the absence of available evidence. 
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A.10 We have judged 21 scorecard measures to have between ‘medium-low’ and ‘medium-high’ 
uncertainty around the central costing, with a further two having ‘low’ uncertainty. That 
means that 68 per cent of the Autumn Statement scorecard measures have been placed in 
the medium range (85 per cent by absolute value) and 6 per cent have been rated as low 
(just 1 per cent by absolute value). 

A.11 Chart A.1 plots these uncertainty ratings relative to the amount each policy measure is 
expected to raise or cost. One feature of the distribution of measures by uncertainty is that 
the spending measures are typically assigned lower uncertainty ratings, while the tax raising 
measures are typically assigned higher uncertainty ratings than the tax cuts. This is 
particularly true for the measures that aim to raise money from companies and from high 
income and wealth individuals that are already actively planning their affairs to reduce their 
tax liabilities. 

Chart A.1: OBR assessment of the uncertainty of scorecard costings 

 
 

Longer-term uncertainties 

A.12 For most policy costings, the five-year scorecard period is sufficient to give a representative 
view of the long-term cost or yield of a policy change. Typically, that effect is either zero – 
because the policy has only a short-term impact that has passed by the end of the scorecard 
period – or it would be reasonable to expect it to rise broadly in line with nominal growth in 
the economy. In this Spending Review and Autumn Statement, the final year effect of most 
scorecard measures are representative of the longer-term scorecard yield. 

A.13 There are two measures bringing forward payment of tax liabilities, in capital gains tax 
(CGT) and stamp duty land tax (SDLT). These are measures that change only the timing of 
tax payments and not the overall level of tax liability or the underlying economic activity 
being taxed: 
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• Capital Gains Tax: reduce payment window for residential property: This measure 
changes the payment method for CGT due on residential property disposals. Currently 
CGT on property disposals is paid through self-assessment, which is paid more than a 
year in arrears. From April 2019 onwards, taxpayers will instead have to pay within 30 
days of a transaction taking place. This measure therefore boosts CGT receipts in 
2019-20 and 2020-21. This is a one-off boost to receipts that is neither repeated nor 
reversed in future years. If CGT receipts were recorded in the public finances data in 
accruals terms – aligned with the timing of the economic activity that gave rise to the 
tax liability – rather than cash terms – when the tax is paid – our baseline forecast 
would change and the yield from this measure would be effectively zero; and 

• Stamp Duty Land Tax: bringing forward payments: This measure reduces the window 
during which SDLT liabilities can be paid without penalty from 30 days to 14 days, 
alongside a consultation on other changes to the SDLT payment and filing process. 
This will come into force in 2017-18. This is a timing effect that will provide a one-off 
boost to receipts in 2017-18 but does not change the total level of liabilities. As with 
the CGT measure, if SDLT receipts were recorded in the public finances data in 
accruals rather than cash terms, our baseline forecast would change and the yield 
from this measure would be effectively zero. 

A.14 The package of new student loans measures announced in this Autumn Statement will also 
have effects over the long term. These are discussed in the Chapter 4 section on loans and 
other financial transactions. 

Small measures 

A.15 The BRC has agreed a set of conditions that, if met, allow OBR staff to put an individual 
policy measure through a streamlined scrutiny process. These conditions are: 

• The expected cost or yield does not exceed £40 million in any year; 

• There is a good degree of certainty over the tax base; 

• It is analytically straightforward; 

• There is a limited, well-defined behavioural response; and 

• It is not a contentious measure. 

A.16 A good example of a small measure announced in this Spending Review and Autumn 
Statement is the reform of the landfill communities fund, which is a simple reduction in 
value of the fund, with the direct consequence of reducing the value of tax credits that 
landfill operators can claim for contributions made to environmental bodies. This costing 
fulfilled all five criteria of the small measures process. Its yield is around £20 million a year, 
and the data are of high quality for the whole of the tax base, as it comes from the 
scheme’s regulator. The modelling is a straightforward mechanical reduction in value and 
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allowable deductions. The behavioural adjustment is very small and based on historical 
take-up rates. It is not considered to be a contentious measure. 

A.17 By definition, any costings that meet all these conditions will have a maximum uncertainty 
rating of ‘medium’. 

Evaluation of HMRC anti-avoidance measures 

A.18 The Treasury Select Committee’s report on the Autumn Statement 2013 recommended that 
“the OBR should do all it can to report on whether yields [from anti-avoidance measures] 
were attained as originally costed.” We did so first in Box 4.2 of our December 2014 EFO. 
We have repeated the exercise this year looking at more recently introduced measures and 
those measures for which there is new information. In total, 39 announced measures from 
the past five years have been evaluated. 

A.19 The revenue impact of anti-avoidance measures tends to be particularly uncertain as they 
often target a specific subset of taxpayers who are already actively changing their behaviour 
in response to the tax system. Typically these measures are assigned one of our higher 
uncertainty rankings as both data quality and behavioural response tend to be uncertain. 
That is clear again in the uncertainty ratings assigned in this Autumn Statement. 

A.20 Due to the difficulty and resource requirements of producing formal counterfactual 
evaluations, we again draw on evidence from HMRC’s monitoring of receipts, operational 
intelligence and re-costing of previous measures for most of the evaluations. 

Total receipts compared to original costing 

A.21 Last December’s evaluation suggested there was no systematic bias across the costings: the 
large shortfall from the UK-Swiss tax agreement meant that the total yield from the 
measures considered was below expectations, but across other measures there were both 
upside and downside surprises. 

A.22 Chart A.2 presents the results from the current evaluation. For each measure we plot the 
difference between the average yield each year from the original costing and the current 
estimate. The chart shows that most measures are within £50 million of the original estimate 
either way, but that there have been five measures where the average yield is lower by more 
than £50 million a year. No measures have significantly outperformed the original costing.  

A.23 Measures that changed the most since the original costing include: 

• Using real-time PAYE information to inform tax credits calculations: This Spending 
Review 2010 measure sought to use HMRC’s real-time PAYE information (RTI) system 
to lower overpayment of tax credits through a reduction in error and fraud. Initially the 
total estimated savings from 2014-15 onwards were in the region of £350 million a 
year, but these have now been lowered to around £200 million. This level is expected 
to continue in future years. The reduction is mainly due to a lower number of cases 
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affected by RTI, partly as a result of reductions in income error and fraud prior to 
2014-15. This offsets the large increase in tax credits payments since 2010; 

• Tax repatriation from Jersey, Guernsey and the Isle of Man: In our previous evaluation 
exercise, we noted that the Budget 2013 measure announcing the disclosure facility 
with the crown dependencies was not expected to yield benefits as quickly as expected 
in the original costing. New information indicates that overall revenue from the 
measure is also expected to be lower than anticipated by an average of around £50 
million a year, a reduction of around 20 per cent from the original estimate. The final 
yield from this measure remains highly uncertain and will depend on whether there is 
a surge in taxpayers registering for the disclosure facility ahead of its closure at the end 
of the year; 

• Onshore employment intermediaries: This Autumn Statement 2013 measure 
strengthened legislation to tackle the use of intermediaries facilitating false self-
employment. It also introduced a new quarterly reporting obligation on intermediary 
businesses engaging with workers outside of PAYE. Yield from this measure is expected 
to have been £0.3 billion lower in both 2014-15 and 2015-16 than the original 
costing. The reporting obligation was delayed until 2015-16 and we expect yield to be 
at or above the original costing from 2016-17 as compliance activity in light of this 
reporting picks up; 

• Accelerated payments: Since Budget 2013, HMRC has been issuing accelerated 
payments notices, which bring in revenue more quickly by demanding payment 
upfront in avoidance cases. A review of the measures shows that they have so far 
brought forward more revenue than originally estimated. However, since these 
measures mostly change the timing of revenue coming into the Exchequer, this means 
that they are now expected to result in lower revenue than anticipated in future years. 
The re-profiling of the yield from this measure has been incorporated into the fiscal 
forecast; 

• General anti-abuse rule (GAAR): Announced at Budget 2013, the estimate of future 
yield from the GAAR remains highly uncertain due to the fact that no referrals have yet 
been made to it, and so its effectiveness in practice remains to be tested. It is now 
expected to raise around 25 per cent more revenue than originally estimated. The 
main reason for this difference is that the GAAR is now expected to have a more 
prolonged deterrent effect on tax avoiders. The GAAR advisory panel’s opinions were 
originally intended to apply to avoidance schemes rather than on a case-by-case 
basis, which was not possible under the original legislation. The Government is now 
introducing legislation to apply the panel’s opinions at scheme level; and 

• HMRC compliance: Since 2010, HMRC has introduced a number of measures 
targeting fraud detection and debt collection. We looked at 14 debt collection 
measures announced and implemented since then, which shows that there have been 
both under- and over-estimates. Two large measures, however, have resulted in 
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significantly lower benefits than originally anticipated: ‘real-time information’ 
(described above) and ‘error and fraud additional capacity’ (discussed below). 

Chart A.2: Differences between original and revised estimates of average revenue 
per year from anti-avoidance measures 

 
 
A.24 The Government has announced further anti-avoidance and compliance measures in recent 

Budgets and Autumn Statements. For many of these policies, the yield is only expected in the 
forecast period and we will evaluate them once they have come into effect. For example, 
much of the yield from the Budget 2013 and Autumn Statement 2013 policies on 
partnership income is only expected from January 2016.  

A.25 In the July 2015 EFO, we discussed the Government’s announcement of a package of 
measures designed to increase the level and quality of compliance activity carried out by 
HMRC. At that time, we sought assurances from the Treasury regarding the funding of these 
measures, and we also scrutinised evidence from HMRC’s performance over the last 
Parliament. We noted that these measures were subject to considerable uncertainty. That 
remains the case, but having completed this evaluation of anti-avoidance measures and 
reviewed the assumptions used in the costings of those measures as part of the forecast 
process, we remain satisfied that the estimates of the yield from the measures published in 
July remain reasonable and central. 

Timing of receipts compared to original costing 

A.26 Last December’s evaluation also noted that “a key lesson from this exercise relates to the 
profile of expected yield. Anti-avoidance measures – like many new government activities – 
can take longer than expected to start delivering results. This includes measures that rely on 
new processes, staff or external contractors.” Chart A.3 covers the 39 measures in the 
current evaluation as well as 19 from last year’s evaluation. Across all measures, the 
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original costings estimated 54 per cent of the total yield would be generated in the first two 
years. On the revised estimates that has fallen to 44 per cent. The yield pushed into later 
years represents an important source of uncertainty in our fiscal forecast. 

Chart A.3: Difference between timing of yield between original costing and current 
estimate 

 
 
A.27 The yield from the majority of measures is reasonably close to the original estimate, but 

there are somewhat more under-performing than over-performing measures. A number of 
these policies remain at a relatively early stage so it is not possible to make a definitive 
statement about their overall effectiveness. As shown in Chart A.3 we are currently expecting 
some of these measures to bring in yield in future years, though this is uncertain. We will 
continue to evaluate the performance of these measures and apply any lessons in our 
scrutiny of future policy costings. 

Assessing the delivery of past measures 

A.28 In order to certify costings as central, we need to estimate when – as well as by how much – 
measures will affect the public finances. A number of the Government’s announced policy 
measures were subject to uncertainty over the timing of delivery; a number were 
subsequently delayed. These included: 

• universal credit has been substantively delayed on at least three separate occasions in 
the past three years. Chart 4.8 in Chapter 4 shows that relative to our first formal 
inclusion of spending on universal credit in our December 2012 forecast, the rollout 
schedule is now around three years later than expected. In 2016-17 we now expect 
330,000 claimants on universal credit rather than the 6.1 million expected in our 
forecast three years ago. This has typically lowered our spending forecasts because it 
postpones the costs associated with those that stand to gain from universal credit and 
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also those that stand to receive transitional protection payments because they would 
lose from universal credit. These delays have knock-on impacts on all the forecasts 
and scorecard measures associated with the legacy benefits that will be replaced by 
universal credit; 

• the reform of disability living allowance (DLA) moving working-age claimants to 
personal independence payments (PIP) was originally due to cut spending by a quarter 
through the reassessment of DLA claimants. DWP’s external contractors have so far 
struggled to meet required volumes and outcomes. This means that the timetable for 
the reassessments has been extended from two to three years (as set out in Chapter 4); 

• the Budget 2013 measure following the recommendations of the Dilnot Commission 
on social care was initially due to be implemented in April 2016, at a cost of around 
£1 billion a year. In July 2015, it was announced that the implementation of these 
reforms would be delayed until April 2020; 

• the introduction of tax free childcare has been delayed by 18 months following a legal 
challenge to the Government’s procurement process. This pushed annual spending of 
around £0.9 billion into future years; 

• error and fraud additional capacity sought to bring in private sector support for HMRC 
tax credits compliance activity. It was part of the Autumn Statement 2013 measure ‘tax 
credits: improving collection and administration’. This measure has been subject to a 
number of issues: the start date was initially pushed back from April to September 
2014; it was then further delayed due to problems with the suppliers’ IT; and when it 
did come into operation in 2014-15, the number of cases worked proved only around 
a quarter of those expected. Overall savings from this measure are now around £700 
million lower than expected over the contract; 

• cross-award recovery from tax credits debt formed part of the Autumn Statement 2012 
measure ‘tax credits: error and fraud’. It aimed to recover recipients’ previous tax 
credits debt from their current awards. The measure has been subject to a number of 
problems: initially limitations in the IT system meant that not all debts originally in 
scope of the policy could be included; then during the early stages of implementation, 
less debt than expected was able to come within scope due to difficulties transferring 
debts within HMRC; and HMRC’s systems were unable to recover cross-award debts as 
rapidly as anticipated. Overall savings from this measure are now around £200 
million lower than expected; 

• recovery of any tax credit debt from any tax credit award: this was announced in July 
2015 and is already subject to delay. It was due to be implemented from early 
November 2015, but problems encountered by HMRC’s IT suppliers mean it has been 
delayed by a minimum of four weeks. We were informed of this delay too late to 
incorporate it into this forecast, but the £60 million benefit expected this year is now 
unlikely. We will return to the costing in our next forecast; 
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• outsourcing to debt collection agencies: another measure targeting tax credit debts. 
Collections were expected to begin in 2013-14, but were delayed until 2014-15. As a 
result, the benefits were only £60 million – a third lower than originally expected; 

• in Budget 2015 the Government announced the help-to-buy ISA for first-time buyers of 
residential properties. This was due to be operative from 1 October 2015 but is 
currently subject to a three-month delay due to operational challenges; 

• the July Budget this year announced a one-year delay in the implementation of the 
March 2015 measure on secondary annuities. We discuss the effect of this measure on 
our income tax forecast in Chapter 4; 

• in Autumn Statement 2013, the Government announced its plan to sell part of the 
student loan book, which it expected would raise around £12 billion over five years 
from 2015-16. The Treasury has informed us that its policy commitment on the student 
loan book sale remains unchanged, but that it will not now be able to complete the 
first sale until 2016-17. The effects of this delay are also discussed in Chapter 4; 

• the gambling place of consumption tax reform was announced in Budget 2012. It was 
expected to raise around £250 million a year and to be implemented from December 
2014. Issues with the implementation of the IT system required for delivery of the new 
tax regime, the first accounting period was extended and no yield was received until 
the beginning of 2015-16; and 

• in Budget 2014, the Government announced a £525 million builders’ finance fund to 
provide developers of sites of up to 250 homes access to finance. A number of projects 
were shortlisted by the Homes and Communities Agency in September 2014, but as of 
October 2015, only two projects had received funds; ten schemes have signed 
contracts but have yet to draw down funds. 

Departmental spending 

A.29 We do not scrutinise the costings of policies that reallocate spending within departmental 
expenditure limits (DELs), since the total cost or yield is wholly determined by a Government 
policy decision. Neither do we typically scrutinise the DEL implications of measures that 
affect current receipts or AME spending, as those are also wholly determined by 
Government policy decisions. Instead, we include the overall DEL envelopes for current and 
capital spending in our forecasts, plus judgments on the extent to which we expect those to 
be over- or underspent in aggregate. DEL totals were set in the Spending Review and we 
have assumed underspending relative to those totals across the forecast. 

A.30 In the July Budget, we asked the Treasury to provide assurance that the announced package 
of HMRC and DWP operational measures would receive the necessary funding. For this 
forecast, we checked again that these had been fully funded. 
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A.31 For this Autumn Statement, we have sought assurance from the Treasury on the funding of 
the measure on temporary accommodation. This is part of a reform to the funding of 
temporary accommodation provided by local authorities, in which the management fee will 
no longer be funded from DWP AME (a saving that is shown on the Treasury scorecard) but 
will instead be funded through grants to local authorities (reflected in DCLG DEL). The 
Treasury has provided assurance that this will be fully funded. The increase in DEL from this 
measure is captured in the Spending Review settlement and therefore within our forecast. 
This switch from AME to DEL moved spending from within the Government’s self-imposed 
welfare cap to outside it. 

Indirect effects on the economy 

A.32 This Spending Review and Autumn Statement contains a number of policy changes that we 
have judged to be sufficiently large to justify adjustments to our central economic forecast. 
These include: 

• the Government has eased the pace of fiscal tightening in the short term, increasing 
2016-17 spending on public services, capital investment and welfare. We now expect 
GDP growth to be 0.2 percentage points higher in that year, and then lower in 
subsequent periods as the initial boost to the level of output diminishes; 

• the additional costs to employers following the introduction of an apprenticeship levy 
are expected to initially reduce nominal wages and profit margins, with the majority of 
the incidence assumed to fall on wages by the end of the forecast period. This is 
temporarily offset by the postponement of planned increases in auto-enrolment 
pension contributions, which reduces employer costs slightly in 2017-18 and 2018-19; 

• the higher rates of stamp duty land tax on buy-to-let properties and second homes 
reduces the incentive to purchase them, which we assume will reduce the number of 
property transactions each year; and 

• changes to energy policy are expected to have a small one-off effect on CPI inflation in 
2017-18. Faster rises in council tax are expected to have a more persistent effect on 
RPI inflation, equivalent to just under 0.1 percentage points each year from 2016-17. 
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