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1 Introduction

1.1 The Budget Responsibility & National Audit Act 2011 (‘the Act’) establishes the Office for
Budget Responsibility (‘the OBR’), giving it a statutory duty “to examine and report on the
sustainability of the public finances” and requiring government departments to provide it with
the information and assistance necessary to carry out that duty.

1.2 Under this primary legislation, at least twice each fiscal year the OBR must prepare economic
and fiscal forecasts and assess the extent to which the Government’s fiscal mandate has been
met. And, at least once a year, it must assess the performance of its past forecasts and
analyse the sustainability of the public finances. Secondary legislation, the Charter for Budget
Responsibility (‘the Charter’), also requires the OBR to publish a biennial report on trends in
welfare spending and an annual report on fiscal sustainability and risks. The OBR’s
publications represent the collective view of the three independent members of the Budget
Responsibility Committee (BRC).

1.3 The OBR has a responsibility to provide the Government with forecasts of detail, quality and
timeliness sufficient to allow effective and efficient decision-making at fiscal events. It must
also ensure that these forecasts are sufficiently transparent and well-explained to allow
effective scrutiny and challenge by Parliament and other stakeholders. This requires a close
working relationship between the OBR and departments and agencies that contribute
information and analysis in the forecast process. The Act sets out some key principles that
should underpin these working relationships. It gives the OBR:

e “complete discretion in the performance of its duty” (Section 5(i));

e arequirement to “perform that duty objectively, transparently and impartially” (Section
S(ii));

e  “aright of access (at any reasonable time) to all Government information which it may
reasonably require for the purpose of the performance of its duty” (Section 9(i)); and

e an entitlement to “require from any person holding or accountable for any Government
information any assistance or explanation which the Office reasonably thinks necessary
for that purpose” (Section 9(ii)).

1.4 Building on that statutory foundation, this memorandum of understanding (‘the
memorandum’, or ‘the MoU’) sets out an agreed framework for cooperation between the
OBR and HM Treasury (‘the Treasury’), the Department for Work and Pensions (‘DWP’) and

! The Act and Charter are available at: http://budgetresponsibility.org.uk/topics/legislation-and-related-material/
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HM Revenue and Customs ("HMRC’). It sets out the role of each and how they will work
together based on three principles:

e accountability and transparency: the roles and responsibilities of each body must be
clear and transparent, and respect the independence of the OBR;

o effective coordination: shared processes must be timetabled and monitored to reflect the
complex interdependencies between the four bodies; and

e information exchange: information must be shared regularly to enable each body to
discharge its responsibilities effectively.

1.5 This memorandum does not constitute a legally binding agreement. The responsibilities of the
OBR set out in this memorandum are subject to the requirements of the Act and the guidance
in the Charter. Departments’ responsibilities with respect to the OBR as set out in this
memorandum are also subject to the requirements of the Act. Each signatory organisation
will designate a team or individual as the contact point for questions about compliance with
this memorandum. The OBR will designate a contact point for questions about compliance
from signatories or other institutions that work with the OBR.

1.6 The responsibilities placed on the OBR by the Act and Charter involve working closely with a
number of departments and other public sector entities that are not signatories to this
memorandum. The Act places responsibilities on all departments in terms of providing
information and assistance to the OBR in fulfilling its remit, so all public sector bodies should
use this memorandum as a guide to working with the OBR on its forecasts and reports.

1.7 The OBR has additional responsibilities in respect of devolved fiscal issues, set out in the
Scotland Act 2012 and Wales Act 2014. Separate memoranda of understanding have been
agreed with relevant institutions in respect of these responsibilities, taking into account any
relevant statutory responsibilities of the institutions involved.??

2 https://obr.uk/topics/scotland-wales-and-northern-ireland/scottish-tax-forecasts/
3 https://obr.uk/topics/scotland-wales-and-northern-ireland/welsh-tax-forecasts/
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Accountability and transparency

Introduction

2.1

2.2

2.3

2.4

The Government is responsible for all policy decisions and any policy costings it publishes.
The OBR is responsible for all forecast judgements (including the implications of policy
decisions included in the forecast) and for the content of its publications and any other
material it makes publicly available. The OBR'’s forecasts and analysis provide the foundation
on which the Government bases its fiscal and economic policy decisions, although the
Government can dissociate itself from the OBR’s forecasts if it wishes.

The OBR will examine and report on the sustainability of the public finances. As set out in the
Act and the Charter, its core responsibilities include:

e  the production of at least two fiscal and economic forecasts each financial year,
including independent scrutiny of Government costings and any resultant impact on the
forecasts. The OBR presents these forecasts in its Economic and fiscal outlook (EFO);

e an assessment of the extent to which the Government'’s fiscal targets have been
achieved, or are likely to be achieved, alongside those forecasts. The OBR sets out these
assessments in its EFOs;

e an assessment of the accuracy of previous fiscal and economic forecasts at least once

each financial year. The OBR presents this assessment in its Forecast evaluation report
(FER);

e an annual sustainability report, which will analyse the sustainability of, and risks to, the
public finances. The report will include long-term fiscal projections and an analysis of
the public sector balance sheet when the OBR judges this to appropriate; and

e  a biennial report on trends in welfare spending — considering trends and drivers of
welfare spending, including sources of past forecast errors and longer-term trends in
welfare spending. The OBR presents this analysis in its Welfare trends report (WTR).

As provided for in the Act, in order to meet the minimum responsibilities set for it by
Parliament (paragraph 2.2), the OBR will need to draw on forecasting and analytical
resources across Government. The Treasury, DWP and HMRC will allocate appropriate
analytical resources, agreed by the relevant liaison group or process (paragraphs 3.8, 3.10,
3.11, 3.13, 3.14 and 3.16) as reasonable and necessary.

In addition to paragraph 1.2, the OBR may also undertake any other analysis in accordance
with the Act. To the extent that this involves drawing on the resources of departments or
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2.5

2.6

agencies, the OBR will ensure that sufficient time is available to discuss the availability of
those resources and the timing of any publication. If other analysis results in a publication
additional to those set out in the Charter, the OBR will give the Treasury at least a week's
notice of intent to publish prior to publication. (This does not include supplementary releases
of forecast information which are published on a weekly basis).

This memorandum will be reviewed within six months of any future revisions to the Charter
that change the OBR's responsibilities. In advance of any such changes, the Treasury will
discuss with relevant signatories potential resource implications of any new OBR
responsibilities that are planned. Changes to the remit of the OBR or scope of the OBR'’s
publications that require changes to the Act, Charter or MoU should be discussed with
signatories and resourced commensurately. In addition, signatories of this memorandum
may request a review of its contents and implementation at any time.

In the event of new OBR report commissions or substantive new analytical themes, the OBR,
the Treasury and departments will hold a working group meeting to consider timing, resource
impacts and prioritisation against other commissions and responsibilities.

Fiscal events and statements, and Economic and fiscal
outlooks

2.7

2.8

2.9

The OBR will run a forecast process which typically consists of multiple ‘pre-measures’
forecast rounds. Each round will start with the production of an economic forecast, which will
provide the economic determinants that will be sent to forecast departments in order to
produce individual forecasts of tax and spending lines. These will be commissioned at the
earliest opportunity following public notification of a forecast publication date. The OBR will
scrutinise and collate these returns into a fiscal forecast, which will be sent to the Chancellor
(along with a note describing the forecast round) at each round. The fiscal forecast will be
incorporated into the next round of the economic forecast. The OBR will endeavour to
provide certainty on the bigger forecast judgements in earlier rounds, if possible, and
indicate those planned for future rounds in the forecast note.

If the timing of the forecast is known far enough in advance, the OBR may request an earlier
‘round 0’ forecast, where it would be useful to understand analytical or modelling changes
before the first formal round.

The responsibilities of the Treasury, DWP and HMRC in assisting the OBR to fulfil its
responsibilities in respect of forecasting, scrutinising the Government’s policy costings and
assessing the Government’s performance against its fiscal targets are as follows:

e  the Treasury is responsible for fiscal policy. It will provide outturns for all public
spending and forecasts for elements of it, including spending subject to departmental
expenditure limits. It will also produce forecasts for financial transactions, including
some government lending schemes and financial asset sales. Alongside the forecast
returns (i.e. the numbers) provided to the OBR, the Treasury will, when requested by the
OBR, provide a ‘forecast note’ that describes the forecast and sets out the main sources
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of change since the previous published forecast and the previous round of the current
forecast. It will make relevant staff available to attend ‘forecast challenge meetings’ —
including, when requested by the OBR, in respect of forecasts provided by other
departments — at which the BRC can scrutinise the evidence, assumptions and
judgements underpinning each forecast. The Treasury will also give the OBR access to
its in-year forecasting and monitoring of the public finances. It will provide the OBR with
analysis of the direct impact of Government policies, individually in ‘costing notes’ and
as a whole in draft ‘scorecards’, on the public finances for independent scrutiny in a
timely manner (and the OBR will state whether it agrees or disagrees with the
Government’s costings or whether it has been given insufficient time or information to
reach a judgement). The Treasury will also provide the OBR with analysis of the wider,
macroeconomic ‘indirect’ effects of individual policies, where the OBR judge them to be
relevant, and the full scorecard, including access to relevant information and analytical
support from departments. The Treasury will aim to provide notes on indirect effects of
individual policies at the same time as costings notes. These inputs will inform the OBR'’s
judgements on any resultant impact on its economic forecast;

DWP is responsible for analysis of most welfare forecasts and policy changes. It will
provide forecasts of benefit payments using its expertise on individual benefit regimes
and its access to confidential benefit claimant data (which is not extended to the OBR
(paragraph 4.1)). It will base these on economic determinants provided by the OBR and
the judgements and assumptions of the BRC. Alongside the forecast returns provided to
the OBR, DWP will prepare a forecast note that describes the forecast and sets out the
main sources of change since the previous published forecast and the previous round of
the current forecast. It will make relevant staff available to attend forecast challenge
meetings at which the BRC can scrutinise the evidence, assumptions and judgements
underpinning each forecast. DWP will monitor spending against these forecasts, and
will work jointly with the Treasury to quantify the direct impact of relevant policies on the
public finances. DWP will allocate appropriate analytical resources to the maintenance
and development of its forecast models to ensure they remain fit for purpose; and

HMRC is responsible for analysis of the exchequer impacts of tax and certain welfare
forecasts and policy changes. It will provide forecasts of tax revenues and some
spending, including tax credits, child benefit and tax-free childcare, using its expertise
on individual tax regimes and access to confidential customer data (which is not
extended to the OBR (paragraph 4.1)). It will base these on economic determinants
provided by the OBR, and the judgements and assumptions of the BRC. Alongside the
forecast returns provided to the OBR, HMRC will prepare forecast notes that describe
the forecasts and set out the main sources of change since the previous published
forecasts and the previous round of the current forecast. It will make relevant staff
available to attend challenge meetings at which the BRC can scrutinise the evidence,
assumptions and judgements underpinning each forecast. HMRC will monitor receipts
against these forecasts, and work with the Treasury to quantify the direct impact of
relevant policies on the public finances. HMRC will allocate appropriate analytical
resources to the maintenance and development of its forecast models to ensure they
remain fit for purpose.



2.10

The Forecast Liaison Group (FLG), described in paragraph 3.8, will meet periodically to
consider the high-level working relations necessary for each body to deliver the
responsibilities set out in paragraph 1.3. This should include the planning and allocation of
information and analytical resources, coordination of the OBR'’s fiscal and economic
forecasts, and the resolution of areas of dispute that cannot be resolved at working or senior
official level. Ultimately, if neither bilateral nor FLG resolution procedures succeed, dispute
resolution will be the responsibility of the Chair of the OBR and Permanent Secretaries. Any
such escalation should be undertaken with reference to the requirements of the Act and the
Charter.

Sustainability report, balance sheet analysis, fiscal risks
and long-term fiscal projections

2.11

The responsibilities of the Treasury, DWP and HMRC in assisting the OBR to fulfil its
responsibilities in respect of balance sheet analysis and long-term fiscal projections are as
follows:

e the Treasury is responsible for fiscal policy. Where a policy has been set over the long
term, the Treasury will explain its policy decisions to the OBR. It will also advise the OBR
if the Government plans to respond to the OBR’s long-term projections by announcing
policy changes that would affect those projections. In that case, it will provide analysis
of the direct impact of Government policies on the public finances to the OBR for
independent scrutiny. The Treasury is also responsible for publication of the Whole of
Government Accounts (WGA). It will make its WGA experts available to attend meetings
with the BRC and OBR staff and will provide information as requested to explain the
data, assumptions and judgements that underpin the latest WGA publications and
changes from the previous publication. The Treasury also has ultimate responsibility for
managing fiscal risks. It will provide the OBR with an assessment of fiscal risks and set
out any commercial or other sensitivities that might affect the use of that information in
OBR reports. The Treasury will make any relevant models available to the OBR and will
make relevant staff available to explain them. It will also make relevant staff available
to provide information requested by the BRC on specific fiscal risks for which they are
best placed to do so;

o DWP will provide long-term projections of state pensions and other benefit payments

using its expertise on individual benefit regimes and its access to benefit claimant data
(which is not extended to the OBR (paragraph 4.1)). It will base these on economic
determinants provided by the OBR and the judgements and assumptions of the BRC.
Alongside the projection returns (i.e. the numbers) provided to the OBR, DWP will
provide a written explanation of the projections and make relevant staff available to
attend challenge meetings at which the BRC can scrutinise the evidence and
methodology underpinning each projection; and

o HMRC will make relevant staff available to work with OBR staff to prepare long-term

projections or analysis on issues selected by the BRC and provide information requested



by the BRC in respect of specific risks — in particular, but not exclusively, in relation to
benefit spending and the tax system.

Assessment of the accuracy of previous forecasts

2.12  The responsibilities of the Treasury, DWP and HMRC in assisting the OBR to fulfil its
responsibilities in respect of analysis of previous forecasts are as follows:

e  the Treasury is responsible for the cross-government public spending database. It will
make its officials available to work with OBR staff to prepare the outturn public
spending data in the format against which the accuracy of previous forecasts will be
analysed. It will also carry out analysis of the forecasts for which it has production
responsibility (as set out in paragraph 2.11); and

o DWP and HMRC will provide analysis of the forecasts for which each has production

responsibility and recostings of policy measures if necessary (as set out in paragraph
2.11).

Analysis of trends in welfare spending

2.13  The responsibilities of DWP, HMRC and the Treasury in assisting the OBR to fulfil its
responsibilities in respect of analysis of trends in welfare spending are as follows:

o DWP will make relevant staff available to work with OBR staff to produce analysis of

issues selected by the BRC that pertain to trends in welfare spending that is administered
by DWP;

e HMRC will make relevant staff available to work with OBR staff to produce analysis of
issues selected by the BRC that pertain to trends in welfare spending that is administered
by HMRC; and

e  the Treasury will make relevant staff available to work with OBR staff where relevant.
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Effective coordination

Fiscal events and statements, and Economic and fiscal
outlooks

3.1

3.2

3.3

3.4

Consistent with the Charter, the date for publication of the OBR’s forecasts will be set by the
Chancellor. In the absence of exceptional circumstances, the Chancellor will give the OBR at
least 10 weeks’ public notice of the chosen date.

Once notice has been received of the publication date, the OBR will consult and agree with
the Treasury, DWP and HMRC the scope, timetable and process for delivery of the forecast.
Given the iterative nature of the forecast process — with the economy forecast feeding into
fiscal forecasts, which in turn feed into the economy forecast — this will involve a number of
rounds. The OBR will send each round of the pre-policy-measures fiscal forecast to the
Chancellor with an accompanying note. It will aim where possible to take potentially
quantitatively significant judgements as early as possible in the process to limit movement
between rounds. But all participants will recognise that the flow of new information —
including data releases and new evidence from forecast contributors — will require the OBR to
refine judgements until the final pre-policy-measures round of the forecast. After this point,
the forecast will not be updated to take account of new data, unless in exceptional
circumstances. The BRC will endeavour to avoid altering significant forecast judgements at
this point, unless these exceptional circumstances require it — to ensure the Chancellor has a
stable base on which to base policy decisions. The OBR will work collaboratively with the
Treasury in such circumstances to ensure a common understanding of the impact on policy
and the forecast.

HMT will make policy decisions from the central pre-measures forecast provided by the
OBR. If errors in the forecast are found after the Treasury has submitted its policy package,
the OBR will inform the Treasury as soon as possible of the error and propose a plan to
address it. The OBR will be transparent in explaining the size and nature of the error
publicly. If the error is discovered after HMT has submitted its final policy package, the OBR
will also make an assessment of the government’s performance against its fiscal rules based
on the forecast on which policy was decided, providing, if relevant, an illustration of the
impact of the error on these outcomes.

The OBR will highlight in its notes to the Chancellor the areas where it expects to reflect new
information or refine judgements in subsequent pre-measures forecast rounds. The OBR will
also ensure as far as possible that it gives reasonable advance notice of any changes to the
timetable and process for delivery of the forecast.



3.5

3.6

3.7

3.8

Agreeing the forecast timetable requires all parties to balance the competing objectives of:

. providing the Government with a stable pre-measures forecast against which to make
policy decisions and plan public spending; and

e  incorporating the most up-to-date data possible about the economic and fiscal
position.

The forecast timetable should afford maximum time for decision-making, subject to
minimising the risk that the OBR needs to report to Parliament the fiscal implications of any
new information after the pre-policy-measures forecast closes. In practice a minimum of five
working days should be allowed between the Treasury receiving the final pre-policy-
measures fiscal forecast and the deadline for providing the OBR information on major policy
measures, with the gap between the final pre-policy-measures economy forecast and
publication of the forecast not exceeding 21 working days. To support the Chancellor’s
decision-making, the OBR will produce an interim post-measures forecast round which will
quantify the wider economy and fiscal impacts of the Chancellor’s policy measures.

Signatories should be consulted if planning for forecast rounds commences ahead of the
announcement of a publication date, but these discussions should be restricted to co-
ordination teams. The timetable will be agreed by signatories at a meeting of the Forecast
Licison Group, and published by the OBR within a week of its agreement. Once the date of
the forecast (and associated fiscal event, when necessary) has been publicly announced, the
OBR will commence the forecast process.

The delivery of the fiscal and economic forecasts and policy costings will be supported by
dedicated governance arrangements, including:

e  the Forecast Liaison Group (FLG), which will meet in the run-up to the fiscal and
economic forecasts to plan and oversee their coordination and to discuss any
resourcing or other issues that have been raised. It will be chaired by the OBR, with
representatives from the Treasury, DWP and HMRC. Representatives from other
departments will be invited to attend when appropriate. The OBR will set out its
forward work-plan beyond the next forecast at each FLG;

e  the Welfare Policy Costings Group (WPCG), which will operate at working level and
will regularly meet in the run-up to fiscal events to address issues specific to welfare
spending policy costings. The WPCG will be attended by the OBR, the Treasury, DWP
and HMRC; and

e  an indirect effects process, which will be coordinated jointly by the Treasury and the
OBR in the run-up to fiscal events, to consider the potential effects of policy priorities
and decisions on the economic and fiscal forecast, beyond those reflected in the direct
costings. This will include meetings at which departments present to the BRC their
analysis of the potential wider economic effects of policies under consideration.
Meetings will be iterative and where possible will begin early on in the lead up to a
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fiscal event. Consistent with the Charter, final judgements about the indirect effects of
policies on the economy and fiscal forecast are the sole responsibility of the OBR. The
OBR will prepare and maintain guidance for the Treasury and departments on when
the BRC is likely to judge that a measure should be considered through the indirect
effects process and the requirements of that process, including a template with
guidance for indirect effects notes.

Analysis of fiscal sustainability and risks

3.9

3.10

As underpinned by the Charter, the OBR retains complete discretion over the timing of its
analysis of the sustainability of, and risks to, the public finances and publication of its long-
term fiscal projections. Given the requirement for the Government to respond, the OBR will
consult the Chancellor about the timing of its Fiscal risks and sustainability report (FRS).

The OBR will coordinate with the Treasury in setting the timetable for analysing its Whole of
Government Accounts publications and with DWP, HMRC and other departments in setting
the timetable for preparing long-term fiscal projections. Challenge meetings will be held at
which the BRC will scrutinise the evidence, assumptions and judgements underpinning the
long-term projections provided by departments. If resourcing or other disputes should arise
that cannot be resolved at staff/official level, issues can be escalated following the
procedure set out in paragraph 2.10.

The OBR will engage with departments on the content, timing and possible analysis
required for the FRS at the earliest opportunity. This will allow departments to assess
resource requirements at an early stage in the planning process. The OBR should take
account of the level of resourcing required from other departments when planning the
scope of the report. If resourcing or other disputes should arise that cannot be resolved at

staff/official level, issues can be escalated following the procedure set out in paragraph
2.10.

Assessment of the accuracy of previous forecasts

3.12

3.13

3.14

As underpinned by the Charter, the OBR retains complete discretion over the timing of its
assessment of the accuracy of previous forecasts. It may choose to consult the Chancellor
about the timing of its Forecast evaluation report (FER), but is not obliged to do so.

The OBR will coordinate the process by which forecasting departments submit analysis of
the accuracy of selected forecasts that inform each FER. This analysis will inform systematic
development of fiscal forecasting models, based on an assessment against a set of criteria
that will be set by the OBR. If resourcing or other disputes should arise that cannot be
resolved at staff/official level, issues can be escalated following the procedure set out in
paragraph 2.10.

The OBR will engage with departments on the content, timing and possible analysis
required for the FER at the earliest opportunity. This will allow departments to assess
resource requirements at an early stage in the planning process. The OBR should take
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account of the level of resourcing required from other departments when planning the
scope of the report. If resourcing or other disputes should arise that cannot be resolved at
staff/official level, issues can be escalated following the procedure set out in paragraph

2.10.

Analysis of trends in welfare spending

3.15

3.16

As underpinned by the Charter, the OBR retains complete discretion over the timing of its
analysis of trends in welfare spending. It may choose to consult the Chancellor about the
timing of its Welfare trends report (WTR), but is not obliged to do so.

The OBR will engage with departments on the content, timing and possible analysis
required for the WTR at the earliest opportunity. This will allow departments to assess
resource requirements at an early stage in the planning process. The OBR should take
account of the level of resourcing required from other departments when planning the
scope of the report. If resourcing or other disputes should arise that cannot be resolved at
staff/official level, issues can be escalated following the procedure set out in paragraph

2.10.

Further analysis and reporting

3.17

3.18

3.19

The Government may submit requests for the OBR to examine and report on areas of
interest relevant to the sustainability of the public finances, consistent (as the Act requires)
with current government policy. The OBR retains complete discretion in determining its work
programme and the timing of analysis, subject to its statutory responsibilities and available
analytical resources. Requests and resulting reports will be published by the OBR.

In exceptional circumstances in which a financing remit for the current financial year is
issued outside of a fiscal event, HMT will consult the OBR on the assumptions and methods
it uses in updating the remit for that year.

The OBR has a statutory right of access to information and assistance from departments
(see paragraph 4.1). As such, it may request additional analytical resources from the
Treasury, DWP and HMRC for analysis, as set out in paragraph 1.4. This will be subject to
joint commissioning procedures that will be operated at staff/official level, with any disputes
that cannot be resolved at that level escalated in line with the procedure set out in
paragraph 2.10. The joint commissioning procedures will be:

e  requests for analytical resources should take account of the scale and priorities of
other demands, including Ministerial commissions, and departmental budget
constraints. Workloads will be prioritised using clear and transparent processes; and

e  the OBR will provide a timetable for its analysis to the Treasury, DWP and HMRC as
relevant, and will promptly notify contributors of any changes to this timetable.
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4 Regular information exchange

Rights of access to information

4.1 The Act gives the OBR the right to full and timely access to all Government information
relevant to the reports that the Charter requires it to produce and to any analysis it chooses
to pursue under its overarching duty to examine and report on the sustainability of the
public finances. The Treasury, DWP and HMRC will provide any information requested and
(as required by the Act) assistance to understand it. This does not include confidential
taxpayer and benefit claimant information. Where the OBR requests new analysis from DWP
and HMRC for these purposes, it will include the Treasury in such requests.'

4.2 Consistent with the provisions of the Act, the OBR will have full access to the Treasury’s
macroeconomic models and, subject to data confidentiality, any other Government
forecasting and analytical models that the OBR reasonably considers necessary to fulfilling
its statutory duties. Where a model is shared, a memorandum of understanding will be
agreed between the relevant signatories.? The OBR will also have the freedom to develop its
own versions of these models, within the limits governing access to confidential information,
including confidential taxpayer and benefit claimant information. The Treasury, DWP and
HMRC will provide necessary assistance to allow the OBR to run these models on the basis
of BRC assumptions and then to scrutinise and, where it chooses, use the outputs from these
models. Resource implications of such access and assistance will be considered in
accordance with paragraph 3.19. Any disputes that cannot be resolved at official/staff level
can be escalated in line with the procedure set out in paragraph 2.10.

4.3 As required by the Charter, the Government will have full and timely access to information
from the OBR, and assistance to understand it, as the Government regards reasonable and
necessary in consultation with the OBR to fulfil its policymaking responsibilities. In particular,
the OBR will provide the Government with timely access to the forecast information
necessary to reach policy decisions ahead of fiscal events:

o in normal circumstances, the forecast timetable will take account of the schedule for
key data releases to ensure that OBR forecast rounds can take on board new
information as efficiently as possible to underpin the Government’s policy decision-
making processes. In these circumstances, the Government will expect to receive the
first round of forecast information that it may require for policy decisions around four
to six weeks ahead of a fiscal event;

! The legal basis for the provision of information from HMRC to OBR will be for the purposes of HMRC's functions.
2 The memorandum of understanding with respect to the macroeconomic model is available on the OBR website alongside this full
memorandum at http://budgetresponsibility.org.uk/topics/legislation-and-related-material /#mou
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4.4

4.5

e  where the OBR receives less than the normal notice of a fiscal event set out in
paragraph 3.1, or where the Government indicates it does not expect to make policy
changes alongside an OBR forecast, this expectation of four to six weeks’ notice will be
reduced; and

e where total changes to tax, resource annually managed expenditure (‘AME’), capital
departmental expenditure limits (‘DEL’) or AME, or resource DEL included in the final
scorecard are, individually or collectively, of sufficient size to change the economy
forecast, subject to a minimum threshold of £1 billion in size in any single year or
between consecutive years, then the OBR will report the resulting inconsistency
between the economy and fiscal forecasts in the EFO. The OBR may refer to breaches
of this threshold in the EFO, and any inconsistencies in the forecast caused by the
infroduction of late measures, but will not reference the specifics of any unannounced
policy measure(s) or policy discussion.

The OBR will inform relevant departments of changes to assumptions about policy delivery
that it will apply to pre-existing policies as early in the forecasting process as is practicable.
The OBR will also provide relevant departments with an explanation of those updated
judgements upon request.

For conclusions and analyses other than the OBR’s forecasts that may require a
Government policy response, the OBR will provide early access to the relevant information
in line with the principles in paragraph 4.3. The timing of pre-publication access for those
reports where these principles apply will be agreed in advance, in consultation with the OBR
on the basis of the OBR’s planned publication programme.

Pre-release access to reports

4.6

The OBR will provide the Treasury, DWP and HMRC as relevant with pre-release access to
some or all of the content of its reports (listed in paragraphs 2.2 and 2.4) under specific
circumstances. This will be for one of three reasons:

e 48-hour pre-release process to the final version of all OBR reports;

e  exceptional pre-release access greater than 48 hours, at the OBR's discretion, for draft
reports relevant to Government publications or announcements; or

e fact-checking, subject to conditions set by the OBR, for elements of draft OBR reports
where it chooses to seek the views of officials on that draft content.

48-hour pre-release access

4.7

The OBR will provide copies of the final versions of its reports to the Treasury 48 hours in
advance of publication, and will make no further changes thereafter. The OBR will provide
copies of the relevant sections of these reports to DWP and HMRC on the same basis,
including providing copies of the full Welfare trends report to DWP. The purpose is to allow
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4.8

4.9

departments to quote and reflect accurately the final published version of relevant reports in
ministerial statements, briefings and associated publications.

Once reports have been provided to the Treasury, DWP or HMRC, it will be for those
departments to determine which Ministers, special advisors and officials need to see them
and to ensure that none of their content is released before the OBR has published them.
Upon request, departments will provide the OBR with a named list of Ministers, special
advisors and officials that received the 48-hour pre-release copy.

Where the Treasury is publishing a report alongside an OBR report, the OBR can expect
reciprocated 48-hour pre-release access to the Treasury report, and specifically the Budget
and Spring Statement publications, as well as any associated publications that the Treasury
or the OBR consider relevant, as far as is practicable, on the same basis as in paragraphs
4.7 and 4.8.

Exceptional pre-release access greater than 48 hours

4.10

4.12

The Treasury may request exceptional pre-release access greater than 48 hours to advanced
drafts of OBR reports. This will be provided at the discretion of the OBR, with the exception
of Budgets and other fiscal statements, where somewhat earlier access to the EFO is
necessary to ensure the accuracy and relevance of the Treasury’s Budget document and the
Chancellor’s accompanying statement to Parliament. In this instance, the OBR will provide
draft EFO material a number of days in advance of it being finalised (typically on the Friday
before a Wednesday statement). Material provided on this basis will be restricted to a named
list of Ministers, special advisors and/or officials. The OBR will publish the list of individuals
that received the material, with the names of junior officials (below Senior Civil Service)
withheld. The Treasury, DWP and HMRC will ensure that none of the content of the draft
reports is released or briefed to the media or other outside persons before the OBR has
published them.

The purpose of exceptional pre-release access on this basis is to allow departments to
prepare ministerial statements, briefing and publications that will reflect and accompany the
publication of an OBR report, where the department and the OBR agree that 48 hours
would provide insufficient time to do so with sufficient guarantee of accuracy — for example
because of the length or complexity of the report and/or the extent to which the department
is likely to wish to refer to it in its own material.

During the time in which departments have exceptional pre-release access to OBR
documents, the OBR is happy to receive factual comments (in line with paragraph 4.13), but
it does not seek broader comments on the drafting of the document or the way in which
analysis and conclusions have been described, which are matters for the OBR’s BRC. It is
important to emphasise that the OBR will continue working on the report over subsequent
days, so the final report may well differ considerably from that provided on exceptional pre-
release for reasons that have nothing to do with any solicited or unsolicited input from
departments. For this reason, the OBR will also provide 48-hour pre-release of the final
version. However, the OBR will also provide time in the process to respond to factual
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comments, providing an account of consequent changes or an explanation in cases where
they have not been taken on.

Fact-checking process

4.13

Consistent with the Charter, the OBR may share material from its draft reports at an earlier
stage if it requires factual comments on the content or presentation of analysis or forecasts
that have been produced with the assistance of officials from the Treasury, DWP or HMRC. (A
typical instance would be where the OBR wishes to check that it has correctly described or
interpreted an as-yet unannounced government policy decision.) The OBR will determine
which officials are given sight of its draft material for fact-checking. It will be at the OBR’s
discretion to allow departments to share the information more widely if officials believe that
others within the department would be better-placed to provide factual comments on a given
issue. Information shared for fact-checking purposes will also be subject to confidentiality
arrangements.

Review by OBR non-executive members

4.14

The OBR’s non-executive members provide additional assurance over how the OBR
engages with departments during pre-release access periods. They will review any
correspondence that OBR staff feel either breaches the requirements of this memorandum
or could be construed as doing so. That review will take place over the two weeks following
a publication and any concerns the non-executive members have will be raised with the
Treasury’s Permanent Secretary or the Treasury Select Committee, if they deem that to be
appropriate.

Quality of information

4.15

The OBR and the Treasury, DWP and HMRC will as far as possible ensure that shared
information is of the quality necessary for each body to meet its responsibilities:

e  Treasury, DWP and HMRC officials must attend challenge meetings as required by the
BRC to explain their forecasts, long-term projections and other analysis. All final
judgements and assumptions used in OBR forecasts, projections and other analysis will
be decided by the BRC, informed by this challenge process. In the run-up to economic
and fiscal forecasts, OBR staff will explain the BRC’s judgements to departments’
officials in as timely a manner as is possible given other pressures during the forecast
process;

e the OBR will coordinate an equivalent challenge process for its analyses of trends in
welfare spending and fiscal risks, at which its provisional judgements can be discussed
with experts in the relevant departments. The BRC will determine whether and how the
output of those challenge processes is reflected in the OBR’s WTR and FRS;

e  OBR staff and Treasury, DWP and HMRC officials are expected to meet regularly
outside forecasting periods to scrutinise and challenge material policy and forecasting
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assumptions. It will be the responsibility of Treasury, DWP and HMRC officials to alert
the OBR in a timely manner to forecast issues that are identified during their regular
monitoring of incoming data, e.g. if a forecast judgement or policy costing appears to
be off-track;

o consistent with the Act, Treasury, DWP and HMRC officials must not withhold
information requested by the BRC. Where the requested information already exists, it
should be provided without delay. Where it requires further analysis or other assistance
to prepare, the timing of such provision will be subject to discussion of resourcing
issues (paragraph 3.19). The OBR will consider advice from departments’ officials over
the handling or publication of information if commercial or other sensitivities are
deemed relevant;

e the OBR will engage with DWP, HMRC and the Treasury on draft policy costings
outside of the fiscal forecast process. As part of this process, where guidance on
specific costings is sought by departments the OBR will endeavour to reply to requests
within four weeks;

e  the OBR, the Treasury, DWP and HMRC will expect and support staff to provide
information that is objective and of necessary quality, and this will be reflected through
performance management processes. Ultimate responsibility for these matters will
reside with the Chair of the OBR and respective Permanent Secretaries; and

. Departments will submit forecast returns to the OBR first, copying in the relevant
Treasury officials as appropriate. Departments are free to share underlying forecast
information with the Treasury once this first submission has been made. Departments
will share this information in accordance with restricted access lists, where it may
reveal policy information that is not yet public.

Efficiency of information collection

4.16

Signatories will work together to avoid duplication and to ensure efficiency as far as possible
in their respective responsibilities. Where more than one body requires access to the same
information, they may reach agreement as to who should collect it, and how it should be
shared. In making such decisions, consideration should be given to the timing of any
information requirements.

Handling external requests for information

4.17

Consistent with the complete discretion afforded to the OBR by the Act, it will be the
responsibility of the OBR to choose how and when (subject to paragraph 4.18) to respond
to external queries on the data, analysis and judgements published in OBR documentation
or underpinning OBR forecasts or long-term projections. The OBR will consult with other
departments as necessary. Subject to paragraph 4.20, any requests for the release of
supplementary information will be considered by the appropriate signatory, with
consultation with other signatories as relevant. In the event of dispute between signatories
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4.18

4.19

4.20

over the appropriate institution to respond to a request for supplementary information, the
issue can be escalated in line with the procedures set out in paragraph 2.10. The OBR will
notify the Treasury about supplementary releases being prepared as soon as practicable
prior to their publication. To enable Treasury Ministers fo comment on OBR releases shortly
after publication, the OBR will provide the Treasury with limited pre-release access. The
Treasury and Treasury Ministers will therefore be provided with embargoed copies of OBR
releases, for information, 48 hours before publication.

All releases of supplementary information should as far as possible follow the OBR's release
policy, which states that information will be released on fixed dates.

In the absence of exceptional circumstances and advance agreement by all relevant parties,
all supplementary information will be based on the assumptions contained within the OBR's
most recent relevant published analysis.

The OBR, the Treasury, DWP and HMRC will treat shared information in accordance with the
requirements of the Freedom of Information Act 2000. Subject to this, and unless otherwise
specified, signatories will not without prior consultation disclose shared information that is
restricted (by for example the Code of Practice for National Statistics or is subject to legal
privilege), commercially sensitive, or may otherwise harm the formulation and development
of Government policies. For information that is significant for judgements in the forecast,
the OBR will publish the underlying forecast information subject to giving departments 48
hours’ notice and an opportunity to object. As regards the subset of information that falls
under the scope of official statistics (e.g. outturn data), the OBR’s publication will be guided
by the Code of Practice for Statistics and related guidance. The OBR will aim to work with
departments to enable them to publish the statistics on their own platform at the same time
as the OBR report. In practice, this means that publication of the statistics will need to be
agreed around four weeks before release. Signatories reserve the right to place further
conditions on the handling, disposal and retention of shared information.
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Al

A2

A3

A4

Key points to note

This annex provides a brief summary of the roles and responsibilities that departments have
in relation to the OBR in fulfilling its statutory duties. It is subordinate to the full MoU and the
statutory requirements that underpin it.

The OBR has a right to information and assistance from departments — including the
Treasury, DWP and HMRC — where that relates to its work. Access to information is one of
the key provisions of the Budget Responsibility and National Audit Act (‘the Act’), the Charter
for Budget Responsibility (‘the Charter’) and the Memorandum of Understanding (‘the
memorandum’, or ‘the MoU’). The OBR has well-established processes that allow regular
and timely exchange of information, including through forecast returns and challenge
meetings. This allows the OBR to reach its judgements, which reflect the collective view of
the three independent members of the Budget Responsibility Committee (BRC).

In terms of the forecast process, the key points that officials should be aware of include:

e the Act, the Charter and the MoU require the Treasury, DWP and HMRC to provide all
information the OBR needs to produce a central economic and fiscal forecast;

. under the Act, this duty extends to all departments, even where they are not covered by
the MoU explicitly;

e the information needs to be sufficiently detailed (particularly in areas where there are
risks and uncertainties, or whenever there are judgements and assumptions involved in
the forecast) for the BRC to be confident that they are sufficiently well-informed to
make the judgements necessary to produce a central forecast;

e the BRC also need to be fully briefed on the methodology used in each area of the
forecast, so that they can assure themselves that it is appropriate to produce a central
forecast, or can make any changes they think necessary; and

e these principles are embedded in existing processes, but it is worth being aware that
the BRC is asked to account for them publicly at each forecast. (At the beginning of
each Treasury Select Committee (TSC) hearing, the TSC chair typically asks the BRC
whether any information that it needed was withheld, or if any department was not as
forthcoming as the OBR needed it to be, or if any undue pressure was placed on the
BRC to alter their conclusions).

In some areas of government, forecast providers face issues of sensitivity in providing
information, because, for example:
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A5

A6

A7

A8

A9

A.10

e the data relate to areas where Ministers have policy targets that are not on track to be
met;

e the data relate to areas where the department does not want to be seen to be making
a forecast; or

e  the data relate to areas where there is commercially sensitive information, or politically
sensitive negotiations.

If departments judge that their information falls within these criteria for sensitive
information, the OBR requires departments to be open with them — consistent with the
requirements of the Act — both in terms of supplying full information and in explaining the
sensitivities attached to that information. The OBR will use that information to produce what
the BRC judges to be a central forecast. Departments are free to disagree with that forecast
and the OBR will explain where its judgements differ from policy assumptions.

The OBR will also protect sensitive information. For instance, it will not release details of a
policy that has not yet been announced or of how a policy changed during the process of
being formulated. Nor will it release information that would prejudice commercially sensitive
information or politically sensitive negotiations.

The OBR will always prefer to work openly with forecast providers, fully discussing their
forecasts, and if necessary discussing what assumptions might be made that would protect
any sensitivities that genuinely need to be protected. In the absence of such full and open
discussions, the risk of forecast errors will be greater and the OBR may have to explain that
it was not fully informed. Where departments judge that information is sensitive, the OBR
and the department will discuss the best way to include this information, and the OBR will
share proposed commentary.

For reference, the appropriate sections of each of our governance documents are:

e  Budget Responsibility and National Audit Act 2011, Part 1, Section 9, Right to
Information;

o Charter for Budget Responsibility: paragraphs 4.13 to 4.14; and
e  Memorandum of Understanding: paragraphs 4.1, 4.2, 4.15 and 4.17.

These are all available via https://obr.uk/about-the-obr/legislation-and-related-material/

For more information on how these principles apply, please speak to your main forecast
contact or Mark Dembowicz (mark.dembowicz@obr.uk).
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