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Summary

The Report on Compliance with the Fiscal Responsibility and Fiscal Transparency Rules annually
assesses, by 31 August, compliance with the rules arising from the constitutional Fiscal Responsibility
Actlin the preceding year. The assessment also takes into account events occurring in the current year
up to the report’s cut-off date, if they are relevant to assessing compliance with the rules or to the
completeness of the assessment. The report focuses in particular on the development of the long-term
sustainability of public finances, compliance with the debt limit and the public expenditure ceiling, the
rules applicable to local government, and compliance with fiscal transparency requirements.

Long-term sustainability of public finances

The key objective of the fiscal responsibility rules is to ensure the long-term sustainability of public
finances. Safeguarding the long-term sustainability of Slovakia’s public finances, with due regard to the
principles of transparency and efficiency in the use of public funds, is enshrined in the Constitution of
the Slovak Republic?.

In its evaluation®, the Council for Budget Responsibility (CBR, or Slovak abbreviation RRZ) concluded
that the long-term sustainability of public finances was not achieved in 2025. Under a no-policy-
change scenario, the long-term sustainability indicator reached 5.5% of GDP, placing public finances
in the high-risk zone. Despite completing three rounds of consolidation measures, the indicator did
not improve significantly. Its development was adversely affected by a less favourable
macroeconomic environment. A more substantial improvement was also impeded by the
inappropriate composition of the consolidation packages, which weakened the economy’s
competitiveness®, the adoption of new expenditure measures, and the temporary nature of some
consolidation measures.

1 Constitutional Act No. 493/2011 Coll. on Fiscal Responsibility.

2 Constitutional Act No. 422/2020 Coll., effective from 1 January 2021, added Article 55a to the Constitution of the Slovak
Republic No. 460/1992 Coll.

3 CBR, Report on the Long-term Sustainability of Public Finances for 2025, April 2026 (only in Slovak, Key Conclusions
available in English).

4 The consolidation packages for 2024 and 2025 and the factors reducing their permanent contribution are analysed in
greater detail in the CBR Secretariat commentary by Majher, P., Why Deficits Remain High Even After Two Consolidations,
August 2025 (only in Slovak). The composition of the consolidation package for 2026 and its impact on economic growth
and public finances are discussed in the CBR Secretariat commentary by Mucka, Z. and Majher, P., It Is Not Only the Size
of Consolidation That Matters, but Also Its Composition, March 2026 (only in Slovak).
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Chart 1: Development of the long-term sustainability indicator
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Without additional consolidation measures, the CBR estimates® that the deficit will increase from
4.4% of GDP in 2026 to 5.7% of GDP in 2029. Rising interest expenditure, higher defence spending and
new expenditure policies are contributing to the worsening of the balance. From 2028 onwards, the
expiry of temporarily increased taxes and social contributions will also have an effect. Under this
scenario, gross debt would increase by 12.6 percentage points, from 61.4% of GDP at the end of 2025
to 74.0% of GDP in 2029.
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Rising debt not only worsens the long-term sustainability of public finances, but also reduces their
capacity to absorb unexpected shocks®. According to CBR estimates, the safe level of gross debt for
Slovakia does not exceed 50% of GDP and, as a result of population ageing, will decline further towards
40% of GDP in the coming decades. At 61.4% of GDP, debt is therefore already above the safe range.
Slovakia’s fiscal space for absorbing adverse shocks has been exhausted and its public finances are in
the fiscal-stress zone. Whereas Slovakia was able to respond to past crises partly by using the fiscal
space available at the time, its current absence means that even ordinary shocks may, because of the
need to stabilise debt, lead to the adoption of procyclical measures with an adverse impact on
households’ living standards and the economy as a whole. At the same time, Slovakia’s vulnerability to
further shocks is increasing substantially. This will initially be reflected in higher financing costs,
including through a higher risk premium.

Given the persistently poor state of public finances, the government should present further
ambitious measures to improve their sustainability as soon as possible. In spring of 20267, the
government significantly relaxed its own budgetary objectives and currently plans a deficit of 4.2% of

5 CBR, Medium-term Fiscal Forecast, July 2026 (only in Slovak).

6 The long-term sustainability indicator shows the scale of the correction required if developments follow the no-policy-
change scenario. It does not, however, indicate what will happen if developments deviate from that scenario - which is
precisely why fiscal space is needed.

7 Ministry of Finance of the Slovak Republic, Annual Progress Report of the Slovak Republic 2026, April 2026.
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GDP in 2027, followed by only a marginal reduction to 4.1% of GDP in 20288. It has thus postponed
reducing the deficit below 3% of GDP and stabilising debt, as required both by the government
manifesto and the European fiscal rules, until after the current electoral term.

Even meeting these substantially relaxed objectives will, according to the CBR, require measures
amounting to €1.2 billion (0.9% of GDP) in the 2027 election year and a further €1.0 billion (0.5% of
GDP) in 2028. If the government were to meet its 2027 objective through measures that permanently
improve the general government balance, the long-term sustainability indicator could move to a level
between the medium- and high-risk zones®.

Postponing consolidation without a clear strategy increases both costs and uncertainty. Persistently
high deficits will increase debt and interest expenditure, while the absence of a credible medium-term
plan of permanent measures reduces the predictability of fiscal policy and creates risks and uncertainty
that weaken the incentives of firms and households to invest. The longer consolidation is postponed,
the deeper will public finances move into the fiscal-stress zone and the less room the country will have
to protect the economy and households during the next crisis. Adverse shocks are not exceptional: the
pandemic, the energy and inflation crises, and the geopolitical tensions of the past decade confirm
that they should be regarded as the norm. In an extreme case, the absence of a timely and systematic
response could even lead to a loss of Slovakia’s fiscal sovereignty - a situation in which fiscal policy is
effectively constrained by financial-market or external-financing conditions.

Formal compliance with insufficiently stringent European rules does not guarantee sound public
finances. If the entire scope for net expenditure growth under the binding European trajectory were
used, the deficit could reach as much as 5.4% of GDP and gross debt 73.3% of GDP in 2028. At the same
time, the European expenditure rule could remain formally complied with until 2028 even if
consolidation did not continue. The CBR has therefore long warned of the inappropriate calibration of
the European rule for Slovakia and to the need for a substantially more ambitious domestic
consolidation plan.

Fiscal responsibility rules

Safeguarding long-term sustainability is a constitutional value that all public authorities are required
to protect. A fiscal position that is unsustainable in the long term may in future jeopardise the state’s
ability to ensure the proper protection of fundamental rights, especially those whose protection
depends on public finances™.

To safeguard this constitutional value, the constitutional act lays down fiscal responsibility rules.
Expenditure ceilings should be the main operational and countercyclical instrument of budget
management. The general government debt limit, the so-called debt brake, is an ultimate corrective
mechanism intended to prevent debt from remaining at excessive levels over the long term. However,

8 During the current electoral term, the government has already relaxed its budgetary objective twice. The deficit originally
targeted for 2027 was 3.0% of GDP; the government first relaxed it to 3.5% of GDP in 2025 and subsequently to 4.2% of
GDP in 2026.

9 CBR, Medium-term Fiscal Outlook for 2026 to 2028 (Assessment of the 2026 Annual Progress Report), May 2026 (only in
Slovak, Key Conclusions available in English).

10 Judgment of the Constitutional Court of the Slovak Republic, Case No. PL. US 13/2022, paragraphs 158 and 159.
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several CBR recommendations to strengthen these rules have remained unimplemented for a
prolonged period.

According to the intention of the authors of the constitutional act, measures associated with exceeding
the sanction brackets were to reduce debt to a safe level. However, practice to this date shows that
successive governments have repeatedly circumvented the obligations arising from the debt-brake
sanction brackets, complied with them only formally, or failed to comply with them altogether'?.
Such conduct weakens the corrective function of the debt brake and disregards the purpose of the
constitutional act, namely to achieve the long-term sustainability of the Slovak Republic’s public
finances. The government’s current fiscal strategy likewise fails to create the conditions either for
stabilising debt or for fulfilling the fundamental purpose of the constitutional act.

After more than a decade of the constitutional act being in force, sufficient evidence is available on
how the individual rules operate and are applied in practice. The current level of debt, combined with
a worsened economic outlook, also highlights the need for corrective mechanisms to operate in a
timely and gradual manner and to avoid the need for sudden, large-scale fiscal-policy interventions.
These circumstances do not, however, in any way justify the approach taken to date by governments
and parliament towards compliance with the constitutional principles and fiscal responsibility rules.
Their inconsistent application has itself been one of the main causes of the deterioration in public
finances. The essential prerequisite for effectively safeguarding long-term sustainability is therefore,
above all, a change in the approach of governments and parliament to the fiscal responsibility rules.
Weakening the effect of the rules in force is not the solution.

In the current situation, the CBR encourages the amendment of the constitutional act. The amendment
should build on the act’s original objectives and intentions and supplement the existing framework
with elements enabling more effective management of public finances with a smaller potential adverse
impact on the economy. A key element should be to re-link the national public expenditure ceiling to
the long-term sustainability indicator, as under the original national framework in force until 31 July
2024. Such a reform requires broad political consensus. However, neither clarifying the act nor
tightening sanctions will suffice without a clear and verifiable mechanism ensuring that the relevant
obligations are fulfilled properly and on time.

General government debt limit

The debt-to-GDP ratio remained in the highest, fifth sanction bracket!? of the debt-brake mechanism
in 2024 and 2025. Based on data published by Eurostat in October 2025, debt stood at 59.7% of GDP
at the end of 2024, while according to preliminary data®® released in April 2026 it reached 61.4% of
GDP at the end of 2025.

As the 24-month exemption from the application of the stricter sanctions under the constitutional act
expired on 22 November 2025, until and including 22 November 2025, the debt level recorded for

11 Current cases are presented in the section entitled General government debt limit.

12 The upper debt limit was 53% of GDP in 2024 and 52% of GDP in 2025.

13 The debt-to-GDP ratio for 2025 will be definitively confirmed in the autumn notification in October 2026.

14 The obligation to apply sanctions associated with exceeding the third, fourth and fifth debt-brake sanction brackets does
not apply for 24 months after the government manifesto is approved and the government receives a vote of confidence.
As the National Council of the Slovak Republic approved the manifesto of the new government of the Slovak Republic for
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2024 was subject to the sanctions triggered by exceeding the first and second sanction brackets
under the constitutional Fiscal Responsibility Act, while from 23 November 2025 it was subject to
the sanctions triggered by exceeding all five sanction brackets under the constitutional Fiscal

Responsibility Act'® (Table 1).

Table 1: Compliance with the debt-brake sanctions in 2025 (relating to debt at the end of 2024)

Provision contained in the constitutional act

The government shall submit to the National Council a
proposal for measures designed to reduce the debt.

Compliance

Not complied

Notes

During 2025 the government did not submit a
proposal for measures to reduce the debt.

Salaries of cabinet members shall be reduced to the
level of the previous fiscal year if they were lower in
the previous fiscal year.

Formally
complied

In 2025, the salaries of cabinet members
remained at the level effective on 1 May 2022,
corresponding to their 2021 level. However, in
February 2024 the government approved a
multiple increase in lump-sum allowances which
are formally not part of salaries, thereby
circumventing the purpose of this sanction.

The Ministry of Finance shall block 3% of the state-
budget expenditure specified by law.

Sanction not
applicable

The expenditure was blocked in May 2023. Debt
has since continuously remained above the third
sanction bracket. Unless the debt falls below the
threshold of the third debt-brake sanction bracket
and subsequently exceeds it again, the Ministry of
Finance is not required to block 3% of state-
budget expenditure again.

No funds may be disbursed from the reserve fund of
the prime minister or the reserve fund of the
government.

Complied

According to information from the Ministry of
Finance and the Government Office, no funds
were disbursed from either the government
reserve or the prime minister’s reserve after 22
November 2025.

The government shall not submit to the National
Council a 2026-2028 general government budget
proposal containing a year-on-year nominal increase in
consolidated expenditure compared with the
approved 2025 budget.

Sanction not
applicable

The government shall not submit to the National
Council a 2026-2028 general government budget

Sanction not

The government submitted the 2026-2028
general government budget proposal to the
National Council on 10 October 2025 and the
National Council approved it on 21 October 2025.
The budget was submitted and approved before
the 24-month exemption from the sanction
expired on 22 November 2025. The sanction

- & applicable  relating to the 2026 budget therefore did not
proposal containing a budget deficit. apply.
Most
Local governments shall approve their 2026 budgets municipalities Budgets with no year-on-year increase in
. . . and all self- . L
with expenditure not exceeding the amount budgeted overnin expenditure were approved by 529 municipalities
for 2025. & . g and no self-governing region.
regions did
not comply Balanced or surplus budgets were approved by
Most 1,130 municipalities and no self-governing region.
. Both sanctions were complied with by 278 of the
municipalities 2,926 municipalities and none of the eight self-
Local governments shall also approve only balanced or  and all self- ;Jvernin re ’l?ons &
surplus* budgets for 2026. governing & gree ’
regions did
not comply

2023-2027 and passed a vote of confidence in the government on 21 November 2023, the 24-month exemption took

effect on the following day.

15 Debt-brake sanctions apply cumulatively, beginning with the sanctions triggered by exceeding the second bracket and
extending to those triggered by the highest sanction bracket.
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vote of confidence.
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On 23 November 2025, the government became
obliged to ask the National Council for a vote of
confidence without delay. It did so only on 17 June
2026, the day on which the judgment of the
Constitutional Court of the Slovak Republic was
issued. The government acted almost seven
months after the obligation arose and thus failed
to meet the requirement to act without undue
delay.

* A balanced or surplus budget applies only to the current and capital budgets and excludes financial operations.

Source: RRZ

The debt level in 2025 is associated with the sanctions triggered by exceeding all five sanction
brackets under the constitutional Fiscal Responsibility Act (Table 2). The debt level will be confirmed
in October 2026, while compliance with some sanctions can only be assessed after the end of 2026.

Table 2: Compliance with the debt-brake sanctions in 2026 (relating to debt at the end of 2025)

Provision contained in the constitutional act

The government shall submit to the National Council a
proposal for measures designed to reduce the debt.

Compliance

Not complied

Notes

No proposal for measures to reduce the debt has
yet been submitted to the National Council in
2026 either. The government should have acted
without undue delay after the debt level was
published in April 2026.

Salaries of cabinet members shall be reduced to the
level of the previous fiscal year if they were lower in the
previous fiscal year.

Formally
complied to
date

In 2026, the salaries of cabinet members
remained at the level effective on 1 May 2022,
corresponding to their 2021 level. However, in
February 2024 the government approved a
multiple increase in lump-sum allowances which
are formally not part of salaries, thereby
circumventing the purpose of this sanction.

The Ministry of Finance shall block 3% of the state-

Sanction not

The expenditure was blocked in May 2023 and
debt has since continuously remained above the
third sanction bracket. Unless general
government gross debt falls below the threshold

budget expenditure specified by law. applicable  of the third debt-brake sanction bracket and
subsequently exceeds it again, the Ministry of
Finance is not required to block 3% of state-
budget expenditure again.
Neither a government reserve nor a prime
No funds may be disbursed from the reserve fund of the Complied to minister’s reserve was budgeted in the 2026
prime minister or the reserve fund of the government. date general government budget. Compliance can
only be assessed after the end of 2026.
The government shall not submit to the National Council
a 2027-2029 general government budget proposal Not vet
. . ; . ot ye
Contalnlng a year-on-year nominal InCrease n assessyable The 2027-2029 genera' government budget
consolidated expenditure compared with the approved proposal has not yet been submitted to the
2026 budget. National Council.
The government shall not submit to the National Council Not vet
a 2027-2029 general government budget proposal otye
. - assessable
containing a budget deficit.
Local governments shall approve their 2027 budgets
ith diture not exceeding th t budgeted _\otvet
Wwith expenditure not exceeding the amount budgeted . ple  Local government budgets for 2027 have not yet
for 2026. been approved.
Local governments shall also approve only balanced or Not yet
surplus* budgets for 2027. assessable
The government shall ask the National Council for a vote ) On _17 June 20%6' the government askgd the
. Complied  National Council for a vote of confidence.
of confidence. . o ,
According to the Constitutional Court’s
www.rrz.skfen 8
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interpretation, this obligation may arise no more
than once in a calendar year.

* A balanced or surplus budget applies only to the current and capital budgets and excludes financial operations. Source: RRZ

Although general government gross debt has remained continuously in the highest debt-brake
sanction bracket since 2020, application of the sanctions in recent years has often remained merely
formal'® and has had only a minimal effect on reducing debt. In some cases, the government failed
to comply with its statutory obligations or acted in a manner that circumvented the purpose of the
constitutional act:

e In 2025, and so far in 2026, the government did not submit a proposal for measures to reduce
the debt to the National Council of the Slovak Republic. The government should have
submitted the proposal without undue delay!’ after the debt level was published in April. As it
failed to do so, the unlawful situation persists.

e The government did not ask the National Council of the Slovak Republic for a vote of
confidence without delay. The exemption from the strictest sanctions ended on 22 November
2025, and the government should therefore have asked for a vote of confidence immediately
after that date. It did so only on 17 June 2026, almost seven months later and on the day the
judgment of the Constitutional Court of the Slovak Republic was adopted’®. The National
Council passed the confidence vote on 18 June 2026.

e The government submitted the 2026-2028 general government budget proposal and the
National Council approved it before the 24-month exemption expired. It thereby avoided the
application of the obligation to submit a balanced or surplus budget proposal with no year-on-
year increase in expenditure, which would have applied after the exemption expired®.

e The Ministry of Finance recommended a similar approach to local governments*® when
approving their budgets for 2026. In the CBR’s view, however, approval of those budgets
before the exemption expired did not mean that the sanctions ceased to apply to them after
22 November 2025. The CBR pointed out that local government budgets which failed to meet

16

17

18
19

20

www.rrz.sk/en

Formal compliance with the constitutional act without fulfilling its purpose may be deemed a violation thereof. The
Constitutional Court of the Slovak Republic emphasised the practical implementation of the law over formalism, for
example in relation to the CBR’s tasks in paragraph 161 of the reasoning of the judgment in Case No. PL. US 13/2022. The
Constitutional Court also recalled that the Constitution is not a document containing normatively irrelevant
proclamations whose meaning is determined only by subsequent legislative activity, but rather a genuine set of directly
applicable norms, principles and values with their own specific normative effect.

The CBR’s opinion is based on the judgment of the Constitutional Court of the Slovak Republic of 17 June 2026, Case
No. PL. US 6/2026 (paragraph 44).

Judgment of the Constitutional Court of the Slovak Republic of 17 June 2026, Case No. PL. US 6/2026.

Moreover, given the importance of the document, the process for approving the 2026-2028 budget was
disproportionately short. Four working days elapsed between the first publication of the budget proposal and its
scheduled consideration by the lead committee of the National Council, an unprecedentedly short period in the history
of state-budget approval. For the first time, the CBR was not informed in advance or invited to present its view of the
budget. Such a short period limited the scope for informing the public and members of parliament, curtailed discussion
in the National Council’s Committee on Finance and Budget, and reduced the quality of public, expert and parliamentary
scrutiny.

According to the Ministry of Finance’s position, the sanctions did not apply to 2026 budgets if local governments approved
them before 22 November 2025. According to the Ministry of Finance, the obligation to approve a budget with no increase
in expenditure and with a balanced or surplus balance would apply only to budgets for 2027 if the sanctions remained in
force.
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the requirements of the constitutional act came into conflict with its provisions once the
exemption expired. Local governments should therefore have brought their budgets into line
with the requirements of the constitutional act from 23 November 202522, This is because the
constitutional act establishes a stricter regime for local government budgets than for the
budget proposal submitted by the government to the National Council.

e The CBR regards the announced use of the 36-month exemption from the strictest sanctions
as a further risk of circumvention of the rules. In May 2026, the prime minister stated that
the government would not prepare a deficit-free general government budget proposal for
2027 because, in his view, the conditions for this exemption had been met. Based on the
information published to date, however, the CBR considers that the conditions for applying
the 36-month exemption have not been met.

The CBR emphasises that, while debt-brake sanctions apply primarily to the government, ultimate
responsibility for compliance with them and for the long-term sustainability of public finances lies
with the National Council of the Slovak Republic. If parliament allows the government not to submit
measures to reduce debt (or to submit them only as a purely formal exercise, as in the past), or if
parliament expresses confidence in the government without the government demonstrating a credible
strategy at least to stabilise debt, parliament thereby assumes responsibility for the constitutionally
required safeguarding of the long-term sustainability of the state’s public finances.

Public expenditure ceilings

The constitutional act requires the introduction of binding public expenditure ceilings. Since 1 August
2024, the national ceiling has been linked to the net expenditure growth path under the European
fiscal rules. According to the CBR, this change weakened the original framework because it does not
take account of the long-term sustainability of public finances over a 50-year horizon and does not
ensure full consistency between the national and European rules.

The insufficiently stringent expenditure ceilings did not create pressure for a year-on-year reduction
in the deficit in line with their objectives; instead, they formally permitted a substantial increase in
the deficit in 2025.

Both ceilings were complied with by a wide margin in 2025. After taking the defence escape clause into
account, cumulative net expenditure growth in 2024 and 2025 reached 3.3%, whereas the European
trajectory allowed growth of up to 10.3%. The national ceiling of €61.1 billion was complied with by a
margin of €1.4 billion. This large margin, however, points to the rules being set too loosely: if the
European ceiling had been used in full, the deficit could have risen to as much as 7.3% of GDP in 2025%,
or to 6.0% of GDP if the national ceiling had been used in full. This also illustrates the inconsistency
between the European and national fiscal frameworks.

The current calibration of the ceilings does not exert sufficient pressure to achieve sustainable public
finances. In the CBR’s view, the European rule could remain formally complied with until 2028 even

21 Alocal government budget is required to comply with the requirements of the constitutional act at all times, whereas in
the case of the state budget the sanction applies only to the budget proposal submitted by the government.

22 The general government deficit reached 4.5% of GDP in 2025 and was therefore 2.8 percentage points of GDP lower than
the rule would have permitted.
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without further consolidation measures. If the permitted expenditure path were used in full, the deficit
would reach as much as 5.4% of GDP and gross debt 73.3% of GDP in 2028. In their current form, the
expenditure ceilings therefore fail to ensure the necessary deficit reduction, debt stabilisation or
achievement of long-term sustainability and allow the necessary consolidation to be postponed to
later years.

Specific provisions for local government

The rules applicable to local government are intended to separate local governments’ responsibility
for their own solvency from that of the state, ensure state funding for their new tasks, and limit
excessive local government indebtedness. For these reasons, three areas are assessed: (1) state
participation in ensuring local government solvency; (2) financial coverage of new tasks and
competences; and (3) compliance with the debt limit.

e Based on the information obtained, it can be concluded that in 2025 the state did not
participate financially in ensuring local government solvency, which is consistent with the
requirement of the constitutional act to ensure budgetary discipline and a clear allocation
of responsibility to local governments for the exercise of their powers. During 2025, the
government did not provide local governments with any new repayable financial assistance
from the state’s financial assets. However, it improved their financial position through
earmarked grants and the partial remission of assistance provided earlier®. The rules for
providing repayable financial assistance from the state’s financial assets should be amended
to prevent the selective favouring of local governments and the use of such assistance to avert
their insolvency.

¢ In the CBR’s view, the Social Services Act, as amended in 2025, assigned new tasks within
the own competences of self-governing regions without full financial coverage from the
state. The obligation to fund non-public providers of facilities for older people and residential
care facilities is being transferred gradually from municipalities to self-governing regions from
1 July 2026 and 1 January 2027. After taking into account the increase in the share of self-
governing regions in personal income-tax revenue from 28.6% to 29.3% from 1 January 2027,
the CBR estimates the unfunded impact on their budgets at approximately €18 million per year
from 2027%* %,

Changes to local government funding should be subject to a proper consultation procedure,
their budgetary impacts should be quantified separately and subsequently monitored. New
tasks within local governments’ own competences must be adequately funded, while the state
must cover the costs of delegated state-administration tasks.

23 |n 2025, the government provided grants to local governments and partially remitted their repayable financial assistance.
The government had originally provided these funds to municipalities and self-governing regions to compensate for the
shortfall in personal income-tax revenue in 2024 and to help finance the €800 bonuses for employees working within
local governments’ own competences.

24 CBR, Addendum to the Assessment of the General Government Budget for 2026 to 2028, January 2026, Annex 2 (only in
Slovak).

25 The SK8 Association estimated the unfunded impact of this legislative change on the budgets of self-governing regions at
approximately €19 million per year from 2027.
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e Allself-governing regions complied with the debt limit?®, but several municipalities exceeded
it. For 2024, after statutory exemptions had been taken into account and the reported data
verified, fines were imposed on five of the 26 municipalities initially identified. For 2025, 17
municipalities are preliminarily at risk of receiving a fine, while the reported data are still being
verified. A further 22 municipalities were contacted because they had not submitted the
required financial statements. Although the Ministry of Finance has assessed compliance with
the debt rule and imposed fines since 2015, it has not yet published a single evaluation. The
CBR therefore recommends that the Ministry of Finance transparently disclose? all
information relating to the verification of local government debt and the imposition of fines.

Fiscal transparency rules

The fiscal transparency rules defined by the constitutional act were largely, but not fully, complied
with. The tax revenue forecast approved by the Committee for Tax Forecasts was not published by 15
February 2025, as required by the constitutional act?®. The 2026-2028 general government budget
contained all the data required by law except for information on most companies in which the Ministry
of Health of the Slovak Republic holds an ownership interest (Debitum, a.s., health-care facilities and
VSeobecna zdravotna poistoviia). The annual summary report for 2024 contained all the data required
by law.

The CBR also assesses fiscal transparency in terms of the informational value and comprehensibility of
the information contained in the documents under review, the consistent application of the ESA 2010
methodology, and the degree of parliamentary control over budget approval and execution. No
progress has been made in the areas addressed by the CBR’s recommendations in its August 2025
report?®. On the contrary, the availability of information on the actual state of public finances
deteriorated, as, unlike in previous years, the government did not publish the expected development
of general government revenue and expenditure excluding additional measures - the so-called fiscal
outlook. It is therefore unclear what scale of consolidation measures it assumes in the coming years.

According to the CBR, the most significant persisting shortcomings, whose removal would help
improve fiscal transparency and the budgetary process as a whole, include the following:

¢ The general government budget was aligned with the budgetary objectives only for 2026. To
meet the budgetary objectives for 2027 and 2028, it lacked specific measures amounting to
1.6% and 1.8% of GDP, respectively. Nor did the amended public expenditure ceilings, which
are linked to the reformed European fiscal rules and assess compliance only for the following
year, make the preparation of the three-year budget more binding.

e The legislative framework for approving the budget in the National Council of the Slovak
Republic is inadequate in terms of both the subject matter and the content of the documents

26 The debt limit is set at 60% of current revenue in the preceding year.

27 The CBR does not have final data on municipal debt adjusted on the basis of the Ministry of Finance’s verification of the
reported figures.

28 The Ministry of Finance’s website does not state the exact date on which the tax revenue forecast was published (the
commentary on the February forecast, which is regarded as the forecast’s official publication, likewise contains no specific
date), while the Institute for Financial Policy website gives 17 February 2025 as the publication date of the February tax
revenue forecast.

29 An assessment of compliance with the CBR’s recommendations is provided in Annex 3.
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being approved. The National Council approves only the cash-based state budget for the
following year. This historically established model does not capture the key parameters of
public finances as a whole or all changes to them under the European standards defined by
the ESA 2010 methodology.

e Moreover, given the importance of the document, the process for approving the 2026-2028
budget was disproportionately short®. It limited the scope for informing the public and
members of parliament, curtailed the discussion in the National Council’s Committee on
Finance and Budget, to whose hastily convened meeting the CBR was not invited in
advance®!, and reduced the quality of public, expert and parliamentary scrutiny.

e Transparency on the expenditure side of the budget remains low. Following the repeal of the
statutory requirement to prepare the budget on the basis of a no-policy-change scenario®?, the
impact of incorporated measures is not quantified, except for health-care expenditure.
Transparency is also reduced by the fact that certain expenditures originally classified as
budget reserves continue to be budgeted centrally under the General Treasury Administration
chapter, but now as ordinary expenditure items33. In substance, they continue to function as
reserves: when the budget is approved, they are not allocated to specific budget chapters and
their final use is determined only during the year®*. As the quarterly reporting obligation
applies only to reserves defined by law®?, the regular publication of comparable information
on transfers and the use of funds is not guaranteed for these expenditures. This makes ongoing
scrutiny by the National Council and the public more difficult.

¢ Information on state-owned enterprises should be improved. Adding a brief commentary on
the expected financial performance of individual enterprises would allow a better assessment
of the risks arising from the performance of enterprises owned by the state or by MH
Manazment, a.s.
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Four working days elapsed between the first publication of the budget proposal and its scheduled consideration by the
lead committee of the National Council, an unprecedentedly short period in the history of state-budget approval. For
more details, see Box 2 in the CBR’s Addendum to the Assessment of the General Government Budget for 2026 to 2028
(only in Slovak).

The CBR ultimately attended the committee meeting, but was notified only after it had begun. Such an approach cannot
be regarded as good practice.

With effect from 1 August 2024, the second sentence of Section 4(2) of the Act on the General Government Budgetary
Rules was repealed: The general government budget shall be prepared and implemented in accordance with the public
expenditure ceiling on the basis of no-policy-change scenarios. The Ministry of Finance justified the amendment by the
need to ensure compliance with the commitments approved in the medium-term fiscal-structural plan under the new
European rules. In the CBR’s view, however, preparing the budget on the basis of no-policy-change (NPC) scenarios is not
inconsistent with the requirement that the budget be prepared in accordance with the new European rules (the required
expenditure growth rate is achieved precisely through measures going beyond the NPC scenario).

The amendments to Section 10 of Act No. 523/2004 Coll., made by Act No. 118/2024 Coll., took effect on 1 August 2024.
Since then, the act has defined four budget reserves: the government reserve, the prime minister’s reserve, the reserve
for addressing adverse developments in budgetary performance, and the reserve for crisis situations outside wartime
and a state of war and for carrying out flood-protection works. The prime minister’s reserve is budgeted under the
Government Office chapter and the other reserves under the General Treasury Administration chapter. Budget reserves
for 2024 amounted to approximately €2.5 billion. Following the legislative amendment, only €0.3 billion was budgeted
for them in 2025, while their budgeted amount in the current 2026 budget is only €21 million. Because the statutory
definition of reserves has changed, these amounts are not fully comparable in substance.

From the perspective of transparency, expected expenditure should be itemised to the greatest extent possible directly
under the budget chapters in which it is actually to be used.

The amendment to Act No. 523/2004 Coll. on the General Government Budgetary Rules introduced an obligation to
publish information on the use of reserves on a quarterly basis (instead of the previous half-yearly frequency) on the
websites of the Ministry of Finance and the Government Office.
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¢ The informational value of the net-worth indicator would be enhanced by valuing the
components that have not yet been quantified; the Ministry of Finance should assign greater
priority to this task and present concrete results within a reasonable period*°. For a more
detailed assessment of the impact of government measures on net worth, it is also necessary
to create the technical conditions for data collection and, in co-operation with the CBR, define
a methodology linking changes in net worth to the budget balance.

36
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The Ministry of Finance confirmed that it is continuing to work on the methodology for the net worth concept of the
Slovak Republic. It has focused on three unmapped areas that have not yet been reported or quantified: the valuation of
Slovakia’s cultural heritage, ecosystems and ecosystem services in Slovakia, and protected areas (forests, water, fauna ‘ | |
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