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Today publishing:Today publishing:

Public Sector Finance Statistics, including:g
• PSF Review recommendations

- new ‘excluding public sector banks’ measuresnew excluding public sector banks  measures
- more component detail published 
- inclusion of Maastricht debt/deficit- inclusion of Maastricht debt/deficit
- improved presentation

• ESA 2010 implementation• ESA 2010 implementation
- Network Rail re-classification

i d t t t f R l M il P i Pl t f- revised treatment of Royal Mail Pension Plan transfer, 
3G/4G spectra auctions and Local Government 
Pension SchemePension Scheme

- capitalisation of R&D and military expenditure



OverviewOverview

B k d• Background
• Impact on key published aggregates
• Changes to data

a) European System of Accounts 2010) p y
b) Review of Public Sector Finance Statistics

• Changes to presentationChanges to presentation
• Future developments

Q ti• Questions
• Close



Background



Background : ESA 2010 (overview)Background : ESA 2010 (overview)
• European System of Accounts 2010 is being implemented 

i N ti l A t d P bli S t Fi iin National Accounts and Public Sector Finances in 
September 2014

S b 2014 i i l i d E• September 2014 is implementation date across Europe

• ONS has published numerous articles about the impact of 
ESA 2010 on National Accounts:

http://www.ons.gov.uk/ons/guide-method/method-quality/specific/economy/national-
accounts/methodology-and-articles/2011-present/index.htmlaccounts/methodology and articles/2011 present/index.html

• ONS published articles in Dec 2013, Feb 2014 and Jun 
2014 setting out impact of ESA 2010 on Public Sector2014 setting out impact of ESA 2010 on Public Sector 
Finances

http://www.ons.gov.uk/ons/guide-method/method-quality/specific/economy/public-
sector-statistics/index.html



Background : ESA 2010 (GDP)Background : ESA 2010 (GDP)
• GDP

- will be published on 30 Sept 2014

- average annual GDP current price level (1997 to 2012)average annual GDP current price level (1997 to 2012) 
increase of around £50bn (4.0%)

- increase ranges between £25bn (2.6%) and £100bnincrease ranges between £25bn (2.6%) and £100bn 
(6.2%)

- not all the increase is as a result of ESA 2010not all the increase is as a result of ESA 2010

- biggest single impact is from R&D capitalisation



Background : ESA 2010 (PSF)Background : ESA 2010 (PSF)
• Public Sector Finances

- published today (23 Sept 2014)*

- only ESA 2010 impact on net debt is Network Railonly ESA 2010 impact on net debt is Network Rail

- main ESA 2010 impacts on net borrowing are Network 
Rail, 3G/4G, Royal Mail Pension Plan (RMPP) transferRail, 3G/4G, Royal Mail Pension Plan (RMPP) transfer 
and Local Government Pension Scheme (LGPS)

- capitalisation of R&D and military weapons expenditurecapitalisation of R&D and military weapons expenditure 
are net borrowing neutral

- net debt increases by £33bn (at end of July 2014)- net debt increases by £33bn (at end of July 2014)

- net borrowing increases by £4.0bn (in 2013/14) and by 
£1 1bn (in 2014/15 ytd)£1.1bn (in 2014/15 ytd)

* Full time series for PSF aggregates as ‘% of GDP’ will be published on 30 Sep 2014



Background : PSF Review (overview)Background : PSF Review (overview)
• announced in May 2013
• took forward the recommendations of the UK Statistics 

Authority as part of their Review of the statistical 
treatment of the Asset Purchase Facilitytreatment of the Asset Purchase Facility

• ONS led Review which looked at
a) definition of e meas resa) definition of ex-measures
b) presentation and dissemination of statistics

Ad i G f R i i l d k t k h ld• Advisory Group for Review involved key stakeholders
• discussions held with wider stakeholder community

f l lt ti t k l b t D 2013 d• formal consultation took place between Dec 2013 and 
Jan 2014



Background : PSF Review (conclusions)Background : PSF Review (conclusions)
Presentation
• improve the clarity of presentation of the PSF
• increase the availability of data to help users 

d t d d i f h i PSFunderstand drivers of change in PSF
• increase the transparency of impacts of financial 

inter entions and other one off factors on the PSFinterventions and other one-off factors on the PSF
Ex-measures

l th i ti f PSF hi h• replace the existing ex-measures of PSF which 
exclude “temporary effects of financial interventions” 
with new measures which exclude only the Publicwith new measures which exclude only the Public 
Sector Banks;

• bring consistency to the treatment of shares andbring consistency to the treatment of shares and 
compensation payments in the PSF



Background : PSF Review (impacts)Background : PSF Review (impacts)
• Asset Purchase Facility (APF) and Special Liquidity Scheme 

(SLS) ithi th “ b d ”(SLS) are now within the “ex-boundary”
• removes need for an “ex-APF” measure

inclusion of APF• inclusion of APF
- increases PSND ex

but reduces PSNB ex (as all flows between government- but, reduces PSNB ex (as all flows between government 
and the APF net out)

• inclusion of SLSinclusion of SLS
- main impact is to increase PSNB ex in 2012/13 as 

dividend payment no longer increases revenuep y g
• no longer treat shares and loans as “temporary”

- increases PSND ex, although when the shares are g
disposed and/or loans re-paid these reduce PSND ex 
accordingly



Background : PSF Review (timeline)Background : PSF Review (timeline)
Feb 2013 UKSA review of APF statistics
May 2013 PSF Review launched
Jun 2013 UKSA concludes APF review
Jun – Dec 2013 PSF Review undertaken
Dec 2013 PSF Review consultation launched
Feb 2014 PSF Review concluded
Feb – Aug 2014 Many PSF Review presentationalg y p

improvements implemented
Jun 2014 Impact table introduced showing firstp g

estimates of impact of Sep changes
Sep 2014 ESA 2010 and PSF Review implementedp p

in Public Sector Finances



Impact on Key PSF Aggregates
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Changes to data : ESA 2010



Main changes under ESA 2010Main changes under ESA 2010

• delineation of the Public Sector : Network Rail
• changes in treatment of Pensions : LGPS
• changes in treatment of Pension transfers : RMPP• changes in treatment of Pension transfers : RMPP
• changes in treatment of licenses for use of natural 

3G / 4Gresources : 3G / 4G
• capitalisation of decommissioning costs

• capitalisation of R&D
• capitalisation of military weapons expenditure• capitalisation of military weapons expenditure
• changes in treatment of tax write-offs : NNDR & CT
• changes in treatment of EU VAT contributions



Network RailNetwork Rail

• was outside the public sector statistics now 
included within central government statistics

• classification announced Dec 2013
http://www.ons.gov.uk/ons/rel/na-classification/national-accounts-sector 
classification/classification-of-network-rail-under-european-system-of-
accounts-2010/index.htmlaccounts 2010/index.html

• classification based on new ESA 2010 rules so 
being implemented nowbeing implemented now

• classification applies from 2004/05 onwards
l ifi ti b d• classification based on:
- ESA 2010 control criteria for not-for-profit bodies includes  

“ i k ”“risk exposure”
- ESA 2010 market test includes debt interest payments



Network Rail (Cont.)Network Rail (Cont.)

• PSNB ex raised by £4.6bn in 2013/14 (less in 
previous years)
- £3.1bn increase in PSCB ex
- £1.6bn increase in PSNI ex

• CGNCR raised by £3.3bn in 2013/14 (less in y (
previous years)

• PSND ex raised by £33bn at end of July 2014PSND ex raised by £33bn at end of July 2014



Local Government Pension Scheme (LGPS)Local Government Pension Scheme (LGPS)

• New guidance on treatment of funded, defined 
benefit pension schemes
• Includes Local Government scheme

• Imputed contributions added to cover the  
entitlements/contributions gapg p

• The imputed contributions increase wage bill 
(compensation of employees)(compensation of employees)

• This is extra current spending which increases 
current budget deficitcurrent budget deficit

• PSNB ex raised by £1.9bn in 2013/14
• No impact on PSND ex or PSNCR ex



Royal Mail Pension Plan transfer (RMPP)Royal Mail Pension Plan transfer (RMPP)

• New rules on pension scheme transfers 
• RMPP assets (around £28bn) no longer count as 

a one-off capital transfer to governmentp g
• now a financial advance  for social contributions
• future payments offset by imputed revenue (around £1.3bn a 

)year)

• RMPP liabilities/assets gap (around £9.5bn) now 
id d it l t f tconsidered a capital transfer payment

• PSNB ex raised by £36.2bn in 2012/13 (or 
£8.2bn compared to PSNB ex (ex RM ex APF))

• No impact on PSND ex or PSNCR exp



3G & 4G Mobile Phone licenses (3G/4G)3G &  4G Mobile Phone licenses (3G/4G)

• New rules on permits to use natural resources 
• Changes the profile of receipts from sales of non-

produced assets (i.e. mobile phone licences) to p ( p )
rent

• Rent is accrued over life of the lease even if paidRent is accrued over life of the lease even if paid 
up front

• 3G licenses issued in 2000 and now recorded as• 3G licenses issued in 2000 and now recorded as 
around £1.0bn per year over 20 years instead of 
£22bn in 2000/01£22bn in 2000/01

• 4G licenses issued in 2013 and now recorded as 
d £0 2b 20 i t d faround £0.2bn per year over 20 years instead of 

£2.3bn in 2012/13



New non-financial assetsNew non financial assets

• New rules on when spending is capitalised 
• Weapons Systems
• R&D
• Decommissioning costs

• Only decommissioning costs impact on PSNB ex y g p
– impacts small, last impact in 2011/12

• For weapons and R&D current spend adjusted forFor weapons and R&D, current spend adjusted for 
capital consumption becomes capital spend

• Current budget deficit increased by £3 2bn in• Current budget deficit increased by £3.2bn in 
2013/14 and net investment decreased by same 
amountamount



Other impacts of ESA 10Other impacts of ESA 10

• Tax write-offs for national non-domestic rates 
(NNDR) and Council tax (CT) are no longer 
recorded as capital expenditure but within current 
receipts – increases current budget deficit by 
£0.3bn in 2013/14 and reduced net investment by 

tsame amount
• EU VAT contributions are no longer recorded as a 

d ti i VAT i t b t t direduction in VAT receipts but as current spending 
(a transfer from UK to EU) – no impact on current 
budget deficit but increases VAT in 2013/14 bybudget deficit but increases VAT in 2013/14 by 
£2.2bn



Changes to data : PSF Review



Asset Purchase Facility (APF)Asset Purchase Facility (APF)

• APF moves inside ‘ex-boundary’
• PSNB ex decreases as both gilt interest payments 

to APF and cash transfers from APF consolidateto APF and cash transfers from APF consolidate 
out – in 2013/14 only an impact of £0.4bn as flows 
similar in both directions

• PSND ex increases by £45bn at end of July 2014
CGNCR ff t d• CGNCR unaffected

• PSNCR ex decreases by £12.7bn in 2013/14



Special Liquidity Scheme (SLS)Special Liquidity Scheme (SLS)

• SLS moves inside ‘ex-boundary’
• SLS ended in 2012

PSNB ex increases by £2 3bn as dividend paid to• PSNB ex increases by £2.3bn as dividend paid to 
CG in April 2012 consolidates out

• PSNCR ex increases by similar amount
• Smaller impacts during lifetime of SLSp g



RBS and LBG SharesRBS and LBG Shares

• previously the purchase of RBS and LBG shares 
was treated as a temporary effect of financial 
interventions

• PSND ex was therefore not impacted for the full 
value of the share purchases in 2008 and 2009p

• New PSND ex includes the impact of share 
purchases / sales in fullpurchases / sales in full

• PSND ex at end of 2009 increased by £53.8bn
• PSND ex reduced by £6bn as a result of Lloyds 

share sales in 2013/14



Depositor Compensation paymentsDepositor Compensation payments

• previously compensation payments to depositors 
were treated as temporary effects of financial 
interventions

• PSND ex was therefore not impacted for the full value 
of the compensation paymentsp p y

• New PSND ex includes the impact of compensation 
payments in fullpayments in full

• PSND ex at end of 2013/14 increased by £3.5bn
• PSND ex at end of 2009 is increased by nearly £50bn 

as a result of payments to NRAM and B&B in 2008 
d 2009 Th lid t d f 2010 dand 2009. These re consolidated from 2010 onwards 

when NRAM and B&B become CG bodies.



Public Sector Net Debt exPublic Sector Net Debt ex
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Public Sector Net Borrowing exPublic Sector Net Borrowing ex
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Public Sector Net Investment exPublic Sector Net Investment ex
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Changes to presentation



Presentation – improving clarity and 
ttransparency

• set the latest numbers more into the context of longer term 
trendstrends

• integrated ‘Maastricht measures’ into monthly bulletin
• provided new presentational framework• provided new presentational framework
• published more detailed breakdowns of tax receipts and 

government expenditure to allow users to assess thegovernment expenditure to allow users to assess the 
underlying trends more easily

• published a time-series of one-off or irregular transactions or 
stocks so users can see all the impacts clearly over time

• improved the commentary to provide clearer messages about 
l ti i t f ti t d d ll ifirelative impacts of routine tax and spend as well as specific, 

one-off factors
• Surplus on Current Budget now shown as Current Budget• Surplus on Current Budget now shown as Current Budget 

Deficit



Presentational framework - transactionsPresentational framework transactions



Presentational framework - sectorsPresentational framework sectors



More detail : revenueMore detail : revenue



More detail :expenditureMore detail :expenditure



Information on drivers : APFInformation on drivers : APF



Information on drivers : one-off eventsInformation on drivers : one off events



Future Developments



Further DevelopmentsFurther Developments

• Lloyds reprivatisation to be implementedLloyds reprivatisation to be implemented
• reconciliation of NCR and Net Debt

bring f ll transactional table (c rrentl• bring full transactional table (currently 
published with only quarterly data) into main 
monthly bulletinmonthly bulletin

• publish expenditure data by department

What else do you, the users, want?What else do you, the users, want?



Questions?


