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&1l | _CONORF - IFl 818 Iis

Bilateral exchange

CONORF Functioning and Challenges of
Budget Advisory, Oversight and co No RF

Control Office
Federal Senate of Brazil Discussion deck for colleagues from the National Assembly Budget

Office of Korea (NABO)

Prepared from NABO questionnaires to CONORF and IFl, answered from
CONORF’s perspective.

Draft for discussion; not a formal legal opinion.

CONORF within the Federal Senate

A technical advisory office serving the legislative budget process

Advisory
Support senators and committees with technical analysis
of fiscal and budget matters.

Formal mission
CONORF provides advisory services in financial law, o

Budget process
planning, public budgets, oversight and control.

Assist with amendments, reports, budget classifications
Its clients include the Senate Board, the Joint Budget and legislative drafting
Committee, Senate committees and senators in the

exercise of their mandate.

It is part of the Legislative Branch, not the Executive

Branch. Oversight
Help Congress monitor budget execution, fiscal rules and
public finance reports.

CONORF / Federal Sanate of Brazil » Prepared for NABO bilateral meating
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PPA

Multi-year plan '
Medium-term programs and
investment priorities

CONORF / Federal Sanate of Brazil » Prepared for NABO bilateral meating

LDO

Budget guidelines law .
Fiscal targets, priorities and
rules for the annual budget

Brazil’s budget cycle: where CONORF acts

Planning, prioritization, authorization and oversight

LOA

Authorization of revenues
expenditures

monitoring of execution.

Annual budget law ‘

Execution &
oversight
Monitoring

and Budget execution, fiscal
reports and control

CONORF acts throughout the cycle: analysis of proposals, assessment of amendments, support to rapporteurs and

Technical screening
Verify admissibility and compatibility
with fiscal and budget rules.
Check budget classifications, sources,
earmarks and execution constraints.

Suggest technical wording and
alternative formulations.

CONORF / Federal Senate of Brazil « Prepared for NABO bilateral meeting

Technical support to budget amendments

Turning political agreements into legally valid and fiscally consistent text

Legislative negotiation
Support rapporteurs, party leaders,
senators and committees.

Translate political priorities into
executable budget language.

Clarify trade-offs when fiscal space is
limited.

Institutional value
Preserve technical neutrality.

Separate policy choice from legal
and fiscal feasibility.

Increase transparency and
consistency of final budget
reports.

nasoe
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Fiscal rules: constitutional principles and statutory operation

Brazil cambines high-level constitutional anchors with detailed complementary laws

Legal architecture
The Constitution defines the congressional budget process
and central public finance principles.

The Fiscal Responsibility Law sets general rules for
responsible fiscal management. Design lesson
Good rules need a medium-term anchor, clear targets and

The Sustainable Fiscal Regime establishes the current federal ¥ o
credible monitoring.

fiscal framework.
Flexibility should be built into the rule through explicit
escape clauses, objective triggers and a path back to
compliance.

Constitutional approach

Strength: credibility, durability and protection against short-
term pressure.

CONOREF helps Congress evaluate whether proposals and
budget execution are compatible with these constraints.

Risk: excessive rigidity may require frequent legal changes
when economic conditions shift.

CONORF / Federal Sanate of Brazil » Prepared for NABO bilateral meating

Core fiscal challenges for legislative advice

The main pressure points observed in the questionnaires

o Fiscal rigidity o
High mandatory spending narrows room for annual

prioritization.

Quality of adjustment
When adjustment falls mainly on discretionary spending,
investment can be compressed.

o Forecast uncertainty
Macroeconomic shocks require continuous updates to
revenues, expenditures and fiscal targets.

° Emergency response
Crises require temporary flexibility without permanently
weakening the fiscal framewaork.

CONORF / Federal Senate of Brazil « Prepared for NABO bilateral meeting

Data granularity
Good analysis depends on timely, comparable and detailed
fiscal data.

Neutrality
Technical advice must remain nonpartisan in a political
environment.

naso




Internal operations: independence, neutrality and capacity

How a technical office works in a political institution

Independence
Located in the Federal Senate,
outside the Executive Branch.
Professional civil service model and
technical standards.

Advice is institutional, not partisan.

Neutrality
Same technical criteria applied
across political actors.

Methodological transparency and
peer review.

Clear distinction between technical
feasibility and political choice.

Capacity building
Sectoral specialization across
budget themes.

Institutional memory built through
repeated budget cycles.

Retention driven by mission
relevance, autonomy and high-
impact work.

CONORF / Federal Sanate of Brazil » Prepared for NABO bilateral meating

CONOREF and IFl: complementary roles

Different mandates, shared fiscal subject matter

IF1
CONORF Provides independent fiscal analysis and public
Directly supports the legislative budget process. transparency.

Advises senators, committees and rapporteurs. Produces estimates, evaluates fiscal indicators and

Focuses on proposals, amendments, budget execution, assesses relevant fiscal events.

fiscal legislation and oversight. Has legal protections, including access to official

information and non-contingency of resources.

When projections differ, the key is methodological clarity: sources, assumptions and risks should be explicit.

CONORF / Federal Sanate of Brazil » Prepared for NABO bilateral meating
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e —
Possible areas for CONORF-NABO exchange

Topics where both institutions can learn from each other

Fiscal rules
Designing rules that combine spending
control and stabilization capacity.

Mandatory spending
Legislative strategies to manage long-term

Forecast revisions
Processes for updating projections after
macroeconomic shocks.

Budget amendments
Technical review, drafting standards and
conflict resolution.

Data access
Legal and practical tools for obtaining
reliable baseline information.

Talent & neutrality
Recruitment, retention, specialization and
nonpartisan advisory culture.

expenditure rigidity.

CONORF / Federal Sanate of Brazil » Prepared for NABO bilateral meating

Key takeaways

Messages to support the bilateral discussion

CONOREF strengthens fiscal governance by improving the technical quality of legislative budget decisions.
Its central contribution is to make trade-offs visible: fiscal space, legal constraints, execution risks and
medium-term impacts.

Brazil’s main challenges are not only rule design, but also expenditure rigidity, data quality, forecast
uncertainty and crisis response.

CONORF and IFI are complementary: CONORF is embedded in the legislative process; IFl provides
independent public fiscal monitoring.

The CONORF-NABO dialogue can focus on practical methods for technical neutrality, budget amendment
review and fiscal sustainability analysis.

CONORF / Federal Sanate of Brazil » Prepared for NABO bilateral meating
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Set& (Brazil)

Flavio Diogo Luz

General Budget
Advisor

Federal Senate's
Budget Advisory
Office (CONORF)

Giordano Bruno
Antoniazzi Ronconi

Budget Consultant

Chamber of
Deputies

Diogo Antunes de
Siqueira Costa

Budget Advisor

Federal Senate's
Budget Advisory
Office (CONORF)

Ana Claudia Borges

Budget Advisor

Federal Senate's
Budget Advisory
Office (CONORF)

Otavio Gondim da

Budget Advisor

Federal Senate's
Budget Advisory

Costa Office (CONORF)
Federal Senate's
Daniel Curi Budget Advisor Budget Advisory

Office (CONORF)

Haroldo Escher
Guimaraes

Legislative Advisor

Federal Senate

Wagner Primo
Figueiredo Junior

Budget Director

Federal Senate
President's Office

Murilo Hinojosa de

Deputy General

Federal Senate's
Budget Advisory

Sousa Budget Advisor Office (CONORF)
Deputy General Federal Senate's
Aritan Maia puty Budget Advisory

Budget Advisor

Office (CONORF)

Fernando Ramalho
Bittencourt

Budget Advisor

Federal Senate's
Budget Advisory
Office (CONORF)

Graciano Rocha

Director of Budget
and Financial
Oversight
Consultancy

Chamber of
Deputies

Federal Senate's

Rita Santos Budget Advisor Budget Advisory
Office (CONORF)
. Director of Budget Chamber of
Ricardo Volpe Office Deputies
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Head of Senate
Office of Information

ZI3 (Chile) Paola Cabello Analysis and Senate of Chile
Budgetary Advice
=x=1sll0]; Juan Sebastian Technical Director Autonomous Fiscal
(Colombia) Betancur Mora Council (CARF)
DIAER|ID} Parliamentary Budget

(Costa Rica)

Alhua Cole

Analyst

Legislative Assembly

Ol

André Martinez

Fiscal Specialist

Inter—American
Development Bank

(10B) Fritscher (IDB)
. National Assembly
Hyungiin Kim Head of Planning Budget Office
and Budget Division (NABO)
Chstol=
(Korea) National Assembly
Seun Oh Programme Officer Budget Office
(NABO)
HZ (Peru) Gustavo Ganiko Senior Economist Fiscal F()Deortdncn of
Noémia Coulart Non—Executive Public Finance
mee Member Council (CFP)
(Portugal) .
Sofia Terlica Head Parlgfr;ggt?gTABg?get
Deputy Director for
the Social Security
ltziar Alberdi and Central AlReF
- . Government
AHIO!
=H2! (Spain) Accounts
José Miguel Ramos Deputy Director for AlReF

Public Debt
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Juan Sebastian
Betancur Mora

Technical Director
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Noémia Goulart

Member of the
Senior Board

Public Finance
Council, Portugal
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Head of the Budget
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Senate of Chile
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Nery Consultant Brazil
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Senior Policy
Analyst, Public
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Management and
H& 4 IR} Budgeting Division
" Director of Planning National Assgmbly
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- After the pandemic, debt has not corrected; higher interest
rates are posing challenges to stabilize debt

Evolution of public debt in Colombia and Implicit interest rate in Colombia and LA4
A (2000-2025)

Percentage

(2005-2025)

Percent of GDP (%) s Colombia == Chile ——Peru
Average LA4 LA4 Pre-Pandemic Trend ——Mexico Brazil
LA Projected Trend Colombia (COL) 12
———COL Pre-Pandemic Trend ~ ——~ COL Projected Trend
65
coL: 19
- +13.3pp
55 i
LA4: &
{‘ +3.8 pp
45 - 6
35 4
25 2
15 9
—aNmsnon cramTLoroegTARTS
w0 . SC-N®mtTWLEONDO —ta®mxw 2 83ggg8gg8gg88sscssE=s=ssssS S8 AR
g2t eEEeE8ndE38 EBBEEEEREBERREEEEEEATRREEE
SSSSSIAIIIAIIRAIRIIRRIK/RKSLCR]R

Note: The LA4 corresponds to a simple average across different institutional coverage definitions: central government for Ghile and
For Brazil, CEPALSTAT does not provide general government data.

Brazil, general government for Mexico, and the non-financial public sector for Peru.

Source: CARF calculations based on CEPALSTAT data and data from Colombia’s Ministry of Finance and Public Credit.

Persistently elevated primary deficits are impeding debt
consolidation, and debt stabilization requires an unusually
large fiscal effort relative to regional peers

Evolution of primary balance in Colombia and LA4
(2000-2025)
Percent of GDP (%)
——Average LA4 ——Colombia (COL)

Average LA4
2000-2019: 0,9

LS

Colombia

1
[
----------------- 3.5 0.9 1 44
(2025, 1 N
i (2025) i
2 [
Average COL = !
2000-2019:
- 1
e 50 LA4* (2024) 1.4 0.4 ! 1.0
4 .
..
2021-2025:
-6 -5,0 -2
-5.7
-8
Sz ag erm2o-aoTLeroeo s SRR
g8888888888cscs5s52c5z5z88¢8¢8 g
&&&R SRESRKRRIAKKIIVRV|IEKIKKESR
Note: “The LA corresponds to a simple average across different coverage fons: central for Chile and Brazil, general government for Mexico, and the non-financial public sector for Peru.
For Brazil, CEPALSTAT does not provide general government data.
4
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Spending hasn’t corrected as in other countries, while
revenues follow a medium term pre pandemic trend despite

ot Augnama
S awega
%F

significant tax reform efforts
Evolution of primary expenditure in Evolution of tax revenue in Colombia
Colombia and LA4 and LA4
(2005-2025) (2005-2025)
Percent of GDP (%) 20 Percent of GDP (%)
28  ——Average LA4 LA4 Pre-Pandemic Trend Average LA4 LAd4 Pre-Pandemic Trend
LA4 Projected Trend = Colombia (COL) 19 LAd Projected Trend Colombia (COL)
26 —COL Pre-Pandemic Trend ~ === COL Projected Trend ———COL Pre-Pandemic Trend === COL Projected Trend
N 18 178 T Lag
-, *0.5pp
17 Bt -
22 /\ —~— N
16
20 -
15 147 . COL:
18 146 i *01pp
14
16 o
14 12
12 1
wn B~ Or-r N OTWONDDO - ND W "] ~ Q- N ®OMTWVLONODO T o oF wn
ST 2IZ22=228AN8S 8858332223543 8
§EE8E8R5EE3REREE8RHTEE §R3533RRRRIRRRAIEKRRR
Note: *The LA4 corresponds fo a simple average across different institutional coverage definitions: central government for Chile and Brazil, general government for Mexico, and the non-financial public sector for Peru.
For Brazil, CEPALSTAT does not provide general government data.

of Finance and Public Credit.

5

ARF calculations based on CEPALSTAT data and data from Celombia's Min

Legal transfers are the main source of sticky high public
spending and inflexibilities; investment is not booming

Comint Aunsnama
Geaegsa Fucw
%}T

Colombia LA4
Contribution to the gap between observed Contribution to the gap between observed
primary expenditure and trend primary expenditure and trend
Percent of GDP Percent of GDP
mm SGP Pensions . Wages . Goods & Services
Health Personnel expenditure Transfers & Subsidies mm Capital Assets.
== |nvestment = FEPC i mm Capital Transfers Other
30 Other =4 Primary expenditure ) —a Total
02
25 = 02
2,0 0,0 &
15 0.2
10 0.4
05 04
0.6
0.0
0.5 08
1.0 -1.0
1.5 1,2
l-2,0
2022 2023 2024 2025 14
2022 2023 2024
Note: *The LA4 corresponds to a simple average across different insfitutional coverage definitions: central government for Chile and Brazil, general government for Mexico, and the non-financial public sector for Peru.
For Brazil, CEPALSTAT does not provide general government data

ARF calculations based on CEPALSTAT data and data from Colombia's M ry of Finance and Public Credit. G
The fiscal policy stance is inconsistent with macroeconomic TS
fundamentals; the economy is overheating

Output gap in Colombia Annual change in the primary balance GDP Excluding Public
Percentage with revenues and expenditures Value Added, Q1Annual
6.0 adjusted for the cycle Growth Rate (%)
Percentage points of GDP
o 1898 Global [ = eop
b crisis financial s
o7 crisis aes SO Exciding Puble
20
2,76
0,0
2,17
-2,0
-4,0
-8,0
aa
80 ' 8858885083885 882 -0 2SR 2RNNAER
2o e 22 9 5 3 38 SeEESSSRRERRRSSRRRRRRRRRRNSNREE Shesist ol 2028 i
&S 8§88 &8%8REEEEER
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a)

fiscal rule

2024: The fiscal rule compliance, anchored to unjustified one-off
transactions equivalent to 2% of GDP generated significant

Fiscal slippages have taken place after the discretionary
fiscal adjustment path was defined by the government once the

Revisions to the 2025 and 2

The credibility of fiscal institutions and policies has
dampened

the feedback loops of an expansiconary fiscal policy on other
debates. CARF provided an unfavorable no-binding concept. macroeconomic imbalances have pushed up sovereign interest
b) In 2025 the government activated the scape clause despite a rates.
negative concept from CARF. 10-Year local currency Government bond
1. No extraordina justifi i 17 yields (%)*
5 ry events justified the suspension of the
fiscal rule for three years; indeed, the macroeconomic 15 ——Chile ~——Colombia
fundamentals suggest a much more neutral fiscal policy ! Maxeo e
stance.
2. The main source of macroeconomic instability is
precisely the fiscal imbalances.
c)

was suspended.

026 Primary Deficit Targets

1

=8 =4 ZIggEngggoToNoTnoo oo nNRRRY

24 FEEESEEiiiiiustasonaseags

2 - 21 83284324843284832883284632843284
MTFE 2025 Obase MTFF2025  Actual govermment CARF estimation government bonds, typically with a residual maturty of 10 years. Yields are measured before taxes and before
arget deductions for brokerage fees and commissions and are derived from the relationship between the bond's

S5 on market price. its redemption value at maturity, and coupon payments received until maturity.
Source: CARF calculations based on data from OECD and the Ministry of Finance and Public Credit. 8

The absence of a credible fiscal anchor, fiscal slippages, and

Comisé Audoama
G lafega Fucy
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Overview of Portugal’s fiscal situation — Key Indicators CE)

Public Debt

 Public debt ratio: 89.7% of GDP 7% U e mem e ame s s s e e

< Fall of -44.4 p.p. compared to
2020

+ Net debt (excl deposits)
followed downward trend
(deposits at ~4% of GDP)

« Favorable dynamic effect:
nominal GDP growth and the
primary balance.

% of GDP
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Portugal in the context of the European Union Cﬂ

Fiscal balance (% GDP), 2019-2025 Public debt (% GDP), 2019 - 2025

CFP outputs throughout the fiscal policy cycle CEJ

Strategic and Fiscal Planning Budget Planning Budget Execution

Budget Proposal CFP Hearing Budget
Sentto ) ion
Parliament CFP hearing on Monitoring
budget proposal at
MF sends budget ariiament CFP monitors
proposal to

Parliament

A G714 AEe B9 A Y g
EEREe- A5AQl APAAE ARs S8l s A HlEs Ha
OIH] 44.4%p 753101 20251 3 FAH1E2 GDP UH] 89.7%% 71%
sgiom, o= EUY 90% 7152 dlElshe 9.
- 5 GDP A%, = 1R APTA A E AAAQD FAjve] g Aol
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CFP outputs - Examples

| Monitoring compliance with Fiscal Rules in different reports: Net expenditure Rule [

<

No policy change scenario (March) No policy change scenario (Sept.) Annual Progress Report (April)

2024 2025 2026 2027 2028 2025 2026 2027 2028 2024 2025 2026 2027
6,2 1a

X ! 04
« Annual deviation (% of GDP)
——— Net expenditure growth

2028
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THE INSTRUMENT

Glosas: Chile's earmarking and control device

What is a glosa? What glosas do — five recurrent contents

» Mot defined in Chile's core financial legislation — a. practice Mandate reporting to Congress
cansolidated over decades. periodic mformation on budget execution — the f
Cor nal Court: “the most detailed expression of legislative
intent in the Budget Law" — legally binding and subject to = P mww" l pﬁ e g
nnnnnnnnnnnnn | review. ki T
- Comptroller General: glosas have the force of law while the
Budget Law is in force
e Earmark the destination of funds
=  Attached to appropriations at partida (ministry), chapter or sitories or projects

programme level — in ZDZG, 89% sit at programme level

° Ileg It I'mwf nds are:xecuted
dures and modalities of execution

n, directing spending

- SEAF TE 2024 2736730014 20254 3,34271(22% 1), 2026
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I BOYE of gioeas sit =t prosramme leval (3.051 of 3,437)
I S nold 2,721 glosas — led by Eq (784) ana

18000

16.332

+25 4% more commitments in two years (13,021 - 16,332): the reporting
ad grows faster than the giosas

14.360
13.021

2024 2025 2026
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Topic Selection

The CONOF counsellor chooses a timely
topic aligned with the legislative moment
(e.g., amendment execution rules, Fiscal
Law anniversary, income tax reform vote).

Example 1 - The Methodology Behind "Or¢amento Aberto"

A fermat built around three distinct roles (before and during the recording):

Pre-recording Research

The counsellor grasps key figures, fiscal
data and legal aspects, most of them
provided by the subject expert. Identifies
the most relevant discussion points for a
general audience.

I
Radio Anchor Subject Expert

Voice of the public Deep s;

Provides in-depth technical knowiedge on
the episode topic. Answers questions with
precision. May occasionally go deep into
technical detail (normally triggered by the
third role)

Asks the questions a general listener would
ask. Keeps the conversation grounded. No
technical knowledge assumed (this is the
entry point for the audience).

Alignment with Expert

The counsellor and the subject-matter
expert agree on which topics to explore on
air.

L]
CONOF Counsellor

Infor; mediator

Bridges the other two: raises technically
informed questions to open space for the
expert. Also translates overly complex
answers back into plain language when
needed.

2
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Every chapter follows the same standardised 6-element structure:

Element Description

‘What is the current situation? Empirical data, comparative
indicators and problem framing in plain language, with no
technical jargon. Accessible to any reader.

a. Diagnosis
of the Problem

Real news coverage of the issue: selected press references
showing the topic is in the public eye and why it matters to
citizens.

b. Media
Mentions

Root-cause analysis: identifies structural, legal or institutional
drivers behind the problem, linking the diagnosis ta the need for
reform

€. Main Causes
Found

Clear description of what the reform proposes, stripped of
constitutionalflegal complexity. Focuses on the ‘what' before the
"how'.

d. Proposals

A befare/after comparison ("how it works today” vs. "how it will
work after the reform”) making the practical impact of the
proposal concrete and tangible for any reader,

f. Proposed
Legislative Change

The specific constitutional or statutory article proposed
presented last, after the reader has been fully contextualised

Restricted Use - A usage restreint

Example 2 - Chapter Structure of the Administrative Reform Sheet

Example (fiscal chapters of the Reform)

ent pre:
res and o

I: proposed article
competences and procedures.
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Impacts of These Experiences

Podcasts & Audioas a
Fiscal Transparency Tool

Orcamento Aberto as a “layered
product”: the broadcast reaches a broad
audience with a simple Q&A format;
listeners who want depth can access
CONOF's full technical notes via the
portal.

The announcer as proxy for the public:
embedding a non-expert questioner
forces consultants to use plain language,
a structural constraint that improves
communication quality.

Layered Written Products for
Diverse Audiences

The Administrative Reform Sheet as a
"progressive  disclosure” document:
diagnosis =+ media mentions = causes —»
proposals —» comparative example —»
legal text. Each reader stops at their own
level.

Same document, multiple audiences: a
journalist reads sections (a)-(b); a policy
advisor reads (b)-{d); a legal drafter reads
all six elements. No separate publication
needed.

Reach, Digital Formats
& Institutional Influence

Timeliness amplifies reach: episodes
matched to live legislative events {income
tax reform wvote, Fiscal Law anniversary,
election-year amendment deadlines)
generate higher engagement.

Institutional credibility transfers:
CONOF's non-partisan brand makes both
formats trustworthy. lournalists cite the
studies; MPs quote the results. The same
technical work reaches both audiences
simultaneously.
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ADOPTION IS STILL EARLY-STAGE

Few IFls are at an advanced
stage of use

restricted in our institution)

No use (not using it) I2

Very early stage (No significant
use other than some informal 18
individual use only)

No use (explicitly prohibited or I 1

Experimental (Pilots and ad-hoc

usage by specific teams) 2

Advanced (integrated into
standard workflows with formal 2
oversight)

Only one-third say majority of
staff are using more than 1 hour

per week
Afow No use, 3
specialists or Used by
early maijority
adopters are (>50%) of
using it staff, 16
(1-10% of
staff), 6
A minority of "
staff (11- Widely used
25%), 10 across some
teams
(26-50%
staff)
.9

HOW DOES THIS COMPARE?

INDUSTRY BENCHMARK

According to Gallup's Q4 2025 workplace survey,
frequent Al use (daily or weekly) stands at:

21% in Government & Public Policy
36% in Professional Services
40% in the Finance sector

The IFI trend places them reasonably well. On
aggregate, they are tracking ahead of broader
government norms.

However, many IFls still see less than half of their staff

using Al regularly; behind fast-moving sectors.

Trends in Workplace Al Use, by Industry

(% of employees using Al daily in their role)

(% using Al daily or a few times a week)

(% using Al daily, a few times a week, a few times a month, or a
few times a year)

Government, University
= public policy o
. © .a-0-063
40 s 42 40 &

‘.‘%73 Q2 2025 Q4 2023 Q2 2025 Q4
Professional Finance
807 services 80%
60 o L —
42 - ’ 36
2 ;416

0 0
2023 Q2 2025Q4 2023 Q2 2025 Q4

PROGRESS IS LED BY INDIVIDUALS

Staff are adopting Al faster than formal
institutional strategies are being deployed.

Those that use Al more suggest there is scope
to use even further.

Institutional maturity

Advanced

Experimental

Very early stage

1-10% 11-25% 26-50%

»

The “adoption gap
(staff use Al a lot, but
IFl sees its use as
immature)

>50%
Individual adoption rates
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Al system in use

£ *unayRuEE
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Internal Al system (Al Tool for National Assembly)

- Secure Al model
- Can provide Policy Analysis based on data

- Can use Data Collection(Already Known Data): bills, Minutes of the National Assembly, etc.
- 2026.4.~
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Al system in use

General Al system

- Chat GPT, Gamma, Gemini...

- Usually use for information gathering

- Make summary of our report

- Use to create YouTube videos that introduces the content of our report
- Use for grammar check and overall content check

sy b - a 8
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Al example(1) : internal

Review of Policy Proposals

LR LTS

weig 22

administrative interpretation

an advantage/necessity/pro-choice argument

shortcomings/limits/opposition arguments

IR A B8 e &% g3t
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Al example(2)

Turn Documents into YouTube Videos with
with NotebookLM

Upload Document

request NotebookLM to create videos

~ Upload Your & Ask the Al

& Get Your Video
Bocument Simply prompt: "Tura this into o
Add any source — research Into o YouTube video.”
papers, articles, or notes. NotebookLM generates a script

seript and structured video
content automatically.

Res|

22

Al example(2)

H1AE 2712 X|'golH
Abed Mapep AlAFY

HI1XE SS 720 B A S
HEIHZE =T EIRXASTE?

2] ol HE=
G s oo Hus @ pEe 4umwn QEm e

Restricted Use - A usage restreint

23

Al example(3):Homepage

=2aM BIRNAS wuaLE e Q

(AR -:-C B Y

asczy (@R —) | Keyword / Al search |

S B -

AFSEF A Ehn <

Al answer

OIS E AT FR W B WaLich -
[ omszrcummun | =) | Overview and Policy Status
RO NS T WENTWE T T 2 = ALict

AT UHES BN S UD NSOID]. B R TUTLCIUN A= KIS XIS WS A WO Sul SRl

2 FISE A A B4 SHOID|L 2T AL RSO = FISAER KIT Al HBHCHH7) 20| Yk AL

OIS+ X2 RS e 944 ol o} S npx] Selislol o 2642t 2Ho0] charRILEL

( [ | =) | Payment Method related matters

Use - A usage restreint
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Limitation

Hallucination

- Referring to non-existent legal provisions
- Presenting inaccurate statistics..
m==) Nowadays, most Al systems provide sources. However, this has led to the inconvenience of people having to

manually verify the data from the provided materials.
===} For visualization, one should examine the whole pictures and videos since Al makes unintended graph or picture

Data Security
- Sensitive information like tax records, government confidential information can be entered into external Al systems
- Privacy data also cause problems
In Korea, it is prohibited to enter new data or documents into external Al except ones which are already open to
people
Depends on the past data
- Budget analysis is a routine job, but the context of the budget is changed every year

- Analysis is likely focus on the new items.

) Even if the items are routine, the administration likely change the context of the budget
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The Peruvian Fiscal Framework

The Fiscal Responsibility and Transparency Framework

Objectives

This framework aims to ensure:

v Sustainability of public finances
v Predictability of government expenditure
Fiscal v" Transparency in public financial management

Sustainability .
Multiannual General principle:
Macroeconomic

Framework

Fiscal policy should support the sustainability of
public finances over the business cycle.
Temporary fiscal deficits may be allowed during
economic downturns, while fiscal buffers should
be rebuilt during periods of favorable economic
conditions.

Fiscal Council of Peru www.cf.gob.pe 2

Mandate of the Peruvian Fiscal Council

v The Fiscal Council of Peru is an autonomous public institution that provides technical and
independent analysis of macro-fiscal policy and promotes the transparent and prudent
management of public finances.

v Its mission is to strengthen fiscal transparency and the institutional framework for public
finances.

The Fiscal Council began operations in January 2016.
v" The Fiscal Council issues non-binding opinions on the following matters:
Macroeconomic projections in

the Multiannual
Macroeconomic Framework

Moadification and compliance
with macro-fiscal rules and
subnational fiscal rules.

Evolution of public finances
over the short, medium, and
long term

Methodology for estimating the
structural fiscal balance

Fiscal Council of Peru www.cf.gob.pe 4

Fiscal Rules: The Current Macro-Fiscal Framework

Fiscal Responsibility and Transparency Framework (Legislative Decree N°. 1276) -
2016

Joint compliance with 4 fiscal rules based on observable variables:
« The NFPS total gross debt must not exceed 30% of GDP
= The NFPS annual fiscal deficit must not be greater than 1% of GDP

- General Government non-financial expenditure shall not be higher than the 20-year average
GDP growth plus 1 percentage point.

- General Government current expenditure, excluding spending on maintenance, shall not be
higher than the 20-year average GDP growth minus 1 percentage point.

Fiscal Council of Peru www.cf.gob.pe 8
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Post-Pandemic Fiscal Consolidation Has Been Insufficient to Return to the Fiscal
Rule Path

Compliance with the fiscal deficit rule
10 (% of GDP)

. entage of potential GDP)
6
Transitory Imits
a4 7T
: 28 omp
i | & 20 20 20 P h
2 @z 15 \ |1 & X
| | 18 11 13 |/—."
1 ]
L 04 02 o1 o
1 I s :
I I 1
5 & 25 .
A ) 25 21 a : 1
] ! a1 | 1
4§l ) Y i
(2000 | 2001 2002 2003 2004 2005 2006 2007 '\ 2008 2009 1 2010 2011 2012 2013 L2014 1 2015 2016 2017 2018 2019 ZDZD 1021 2022 ) 2023 2024 ] 2025
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____________________

Fiscal Rules Have Been Modified Frequently: Six Temporary Modifications and One
Suspension Since 2016

Modifications to the fiscal balance rule, 2017-2024
(% of GDP) 2018 ?E‘.‘: m fﬂ

2017 [L aw - 30637

L y Decree N* 032-2019

22 2023
6% 13%

2020 Lsgl ml Decree N* 1467
rary suspension of fiscal rules for

2020 2021 )

2022

2024

(=
(=
2021 [ y Decres - 078
[
[
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Mechanisms for Modifying Fiscal Rules

Formal mechanism established under the Fiscal Mechanisms used in practice outside the fiscal framework
Responsibility and Transparency Framework

ﬂcep(lcn clauses (DL 1276, Art. 7) \

A\ Nawral disaster or major external shock that impacts revenue

~,

cy Decree (DU)

vity, due to exogenous factors, tequires modifying the fiscal

A When e
balance. + The Fiscal Councilisst
been modified.
i T bass broadening measures take sffect, generating additonal revenue of t
least 0.3% of GDP.

=" Process for applying the exception clauses Legislative Decree (DL)

o The MEF prepares an updated macro-fiscal report.
ch submits a draft law 1o the Congress of the Republic

The Fiscal Council's opinion may be issued ex-ante if requested by the MEF;
otherwise, it is typically issued ex-post, after the fiscal rules have already been
modified.

st explicitly provide for a gradual returr
rules” framawork In practice, fiscal rules have frequently been modified through alternative
legal instruments, resulting in the Fiscal Council’s opinion being issued

Under the formal mechanism, the Fiscal Council must issue a non-
ex-post rather than ex-ante.

binding ex-ante opinion on proposed modifications to fiscal rules.
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AIReF has a two-fold role in the assessment of the fiscal framework

Publication of several specific opinions on different aspects related to fiscal rules and
frameworks

Assessment of the compliance to the rules and highlighting inconsistencies in AIReF's Reports
and Studies

Opinion on o et
Background Transparency in Opinion on the Opinion Opinion on the fiscal
AlReF Genaral Budgetary EU fiscal governance e mework
Procedure reform
Government
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Spain fiscal rules: a multiplicity of rules coexist
with different concepts and designs

There are a variety of fiscal rules in the current Spanish legislation, and compliance with one of them does not ensure
compliance with the rest

How is it measured? |

Fiscal rules GG subject fo applicafion

Regulatfion

GG asa whole, and all
LOEPSF Stability farget s Deficitlevel
LOEPSF Debtfarget GG a3 0 whols, and al Debtlevel
subsectors
Natfional
legisiation LOEPSF National SSF excluded. All other subsectors| |Netexpenditure
expendifure rule |included growth rate
RDL2/2023 Pension A part of SSF (pensions) and CG Net expenditure in
expenditure rule |(passive classes) GDP points
Regulation
European Netrevenue Net expenditure
legislafion (EU) diture path Giozawhole rowth rate
4 2024/1263 a g

N e P B, ,

- ARTAS B 75 A4S s FAE EAl GDP tH] 100% oPdelA
oF 70% o= Hold 4= glov o]F $Jal= A7) AP elE GDP
oH] 0.6~1.7% TR 71 APgzgdo] Baslo] dAARl s} Al

AlIReF has compiled the compliance to the national fiscal rules of all different
administration, with varying degrees of compliance per subsector

COMPLIANCE WITH FISCAL RULES BY THE CENTRAL GOVERNMENT 2013-2024

Reglas fiscales

+ The Central Government has met 41%
of the fiscal targets

Objetivo de Estabilidad Presupuestaria (OEP) RN ERE

Regla de Gasto (RG) v x x v v x x -

Objetivo de deuda (OD) viv]v]|vw|v]= ]| d - + It has met the expenditure rule only one
Dismncia al OEP " informes cumplimiento 04%]-0.1%| 0.3% | -0.3%|-0.7% | -0.6% | -1.0%| i - year, while it has met the debt objective
Dismancia en RG @ informes cumplimiento 9.8%| 0.4% | 5% |-15%]| s 7% 7% | 1% five years

Disancia al OD * informes cumplimiento 04% | 1.5% | 4.2% [ 0.7% [ 1.1% ]| -03%|-0.4%

COMPLIANCE WITH FISCAL RULES BY THE SSF SUBSECTOR 2013-2024

Fiscal rules

Budgerary Stbiiey Targec (85T) v | w|w|w |w | &l -] « The SSF are not included in the
Expenditure Rule (ER) ‘ | ] | ‘ | = expenditure rule

Debe target (DT) a v v ]|w] v ]|w]|x :

Distance to BST " compliance reports o.zx‘.a;%|-o‘9%.]u.z%|o.|%‘-a43%|-\‘sx = + The SSF has met both its targets only
Distance in ER compliance reports two out of seven years

Distanice to DT ® compliance réports. -0‘5%\ 0,2% | 1.9% ] 0.4% | 0.9%\ 0.0% I-n‘ 1%

Source: AIReF based on MINHAC data
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AIReF has compiled the compliance to the national fiscal rules of all different
administration, with varying degrees of compliance per subsector

COMPLIANCE WITH FISCAL RULESBY THE AR SUBSECTOR 2013- 2024

Fiscal rules + The aggregate AR subsector failed to
Budgetary Stabiity Target {BST) Bl | || e e ] |- | comply with at least one of the three
Expenditure Rule (ER) v v x|wv|x]x]|x : s [ x| fiscal rules in every fiscal year

Debitomel (1] LSS B 28R DB | -1+ While there is a wide variety, most AR

) ) .

DF'“”DefDB:IJ “””‘2"":“””‘ i | have complied simultaneously with all
SUTKALE seipimermiel 25K three fiscal rules only two or three times
Distance 1o DT COMPIGNGE reports 03% | 0.1% | 0.2% | 02% | 0.1% | 0.1% | 0.2%

during the period considered

Fiscal rules 2013 2014 2015 2016 22017 2018 2019 [2020 (2021 2022 2023 2024
Budgetary Swability Target (BS] v v L v v [ v -
E,:nd:m,{u:,gm" =0 v | ¥ | = v | 4 | % | = * Overall, the LG subsector met all fiscal
Debt target (OT)* v v v v v v v (- | targets, except for the expenditure rule,
Placce o 67 complace epors os% | oex [ osw | os% | oex [ osw [ o : [~ ] which was breached in 2015 and 2019
Distance in £8 (2) compliance reorts A7% | 3% | ow | 30w | 0w | 03% | 33%
Distance to DT (3) compliance reports 0% 03% 19% 0% 04% 0% 07% -

Source: AIReF based on MINHAC data

This poor performance in meeting fiscal targets implies that if the rules had been
met each year, public debt would have stood at around 69% of GDP in 2024

PUBLIC DEBT. ACTUAL DATA VS COMPLIANCE SCENARIO (% GDP)

GENERAL GOVERNMENT PRIMARY BALANCE ACTUAL DATA VS
130

e Historical trend SIMULATION (% GDP)
120 ——Simulation 40
1o 20
166 £01.6] o
30 20
w 10
70 6.0
a0
= MM T W W KN @ S — N m o= 10.0
s s s a2 =sasas888§ 8 1012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024
s —Artual = Simulation
oure
Source: AIReF < =
DIFFERENGES BETWEEN THE SIMULATION AND THE HISTORICAL DEBT PATH, ANDITs  *  Substantial improvements in primary balances, mainly
DISTRIBUTION BY SUBSECTORS (% GDP) for the AR and the CG
10
e + Complying would have meant additional adjustments
" - - - i
B . . I I I n of between 0.6 and 1.7 percentage points of GDP per
s w2 o I year between 2013 and 2015, years of strong fiscal
“ s consolidation amid an economic crisis
0 441 2% " -
: 266 200 20 j," * Questions regarding the feasibility of these
© s = a = = = 8 =z 8 @ & adjustments

n =7} AAA AR e
- S8 =7} AVARAPE EU AVgAAIRE Swgt dede RSk Fehal /1o,
o WIAAE W AV viiE VR viesiaL B2t
- APAARE L (Consistency), 83d(Coherence), E3(Effectiveness), 218
7Fs/d(Applicability) = 2010k 8fH, =71 AVg2lE BU ARgAIAR] B¢
el SY AR AR I 7 Sfgke ] & 2ozt Qivhar Akt
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Why bother with fiscal rules at all ?

Fiscal rules are meant to generate fiscal outcomes

N

Protect some overall financial position for a
given government along a pre-set, multi-

year time horizon (usually net debt balance)

Every other position or variable is a stepping stone to that

Consultoria de Orcamentos, SENADO -.I
Fiscalizacdo e Controle FEDERAL
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Protect some overall financial position for a
given government along a pre-set, multi-year
time horizon (usually net debt balance)

On doing so, they ....

..... must coercively set the
value of some economic
aggregates, limiting the
discretion of political agents

..... structure public debate
and set policy agendas

Highlighting the issues
Otherwise, they they include and “hiding”
the variables that are

become mere
theoretical exercises absent from them

Itoria de Orgamentos, SENADO -l
alizagio e Controle  [NHARIT YNNI P |

Hebzo] 3 AHEAZ 123} A E(Primary Expenditures) T30

950 A X]%(Fmancml Expendltures)J+ A =
YRRl 3L T Fo AYRS F25| o) 27

AR EEEE IR Asdes e 5 slov

o) AAFAANS FEgH o7 Frish= d A7)

..... must coercively set the value of .
- e ..-.. structure public debate and set
some economic aggregates, limiting
agendas

the discretion of political agents

For both reasons, effective rules can and should
include in their design all relevant variables that lead

to their ultimate goals,..

“controllable” or not

All of them affect forecasts and results
All of them have someone to be held accountable

naBo



“All relevant variables.... lead to the final result”

: LOAN TRANSACTIONS
Yes
|
|
Partially 1 F/X TRANSACTIONS
Under 1
e No - DEBT SERVICE
control ?
|
Yes = “PRIMARY” EXPENDITURE
%
Yes % TAX EXPENDITURE

“PRIMARY” REVENUE

SENADO
FEDERAL -I

nsultoria de Orcamentos,

IN BRAZIL....

FISCAL RULES ARE LOAN TRANSACTIONS

SPECIFIED AND

CONNECTED ONLY TO
“PRIMARY” REVENUES F/X TRANSACTIONS

AND EXPENDITURES

’ DEBT SERVICE
“PRIMARY” EXPENDITURE
TAX EXPENDITURE

“PRIMARY” REVENUE

SENADO
role FEDERAL m

n AR A8 el Ba AR JF

- 33 AT VheT ofgell MRt A4E 3= Zl(Looking under the
lamp post)"oll HHrahH, #ej7t -§olsh R APYIERS thdow s
3T T893 APgagle] A =eje} AbdolM wiAkd ¢ Qs

- AT Aeld AR SeAl S AR B 3 AADE
o

64 & IR2YST ZUEDAM - Eetd nasoe

o =



&1l | _OECD ®l9| Xi=

11-12 June 2026
Brasilia, Brazil

-2nd OECD Meeting of LAC
Parliamentary Budget
Officials

Juan Sebastian Betancur
Technical Director

OECD

. The fiscal situation in Colombia is

unprecedentedly challenging

. CARF s role has evolved with time

Agenda
. Lessons learned
2
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After the pandemic, debt has not corrected; higher interest ( ;“"R“r”:‘“
rates are posing challenges to stabilize debt

Evolution of public debt in Colombia and Implicit interest rate in Colombia and LA4
LA4 (2000-2025)
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Note: The LA4 corresponds to a simple average across different i coverage i central for Chile and Brazil, general government for Mexico, and the non-financial public sector for Peru.
For Brazil, CEPALSTAT does not provide general government data.

Persistently elevated primary deficits are impeding debt e
consolidation, and debt stabilization requires an unusually (ARI*

large fiscal effort relative to regional peers
Evolution of primary balance in Colombia and LA4
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For Brazil, CEPALSTAT does not provide general government data.
Source: CARF calculations based on CEPALSTAT data and data from Colombia's Ministry of Finance and Public Credit. 4
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Spending hasn’t corrected as in other countries, while @“R«”l}“
revenues follow a medium term pre pandemic trend despite

significant tax reform efforts
Evolution of primary expenditure in Evolution of tax revenue in Colombia
Colombia and LA4 and LA4
(2005-2025) (2005-2025)
Percent of GDP (%) 20 Percent of GDP (%)
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d on CEPALSTAT data and data from Colombi. Yy © E d Public Credit. 5

Legal transfers are the main source of sticky high public ( ;"R“F”’““
spending and inflexibilities; investment is not booming

Colombia LA4
Contribution to the gap between observed Contribution to the gap between observed
primary expenditure and trend primary expenditure and trend
Percent of GDP Percent of GDP
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Note: *“The LA4 corresponds to a simple average across different institutional coverage definitions: central government for Chile and Brazil, general government for Mexico, and the non-financial public sector for Peru
For Brazil, CEPALSTAT does not provide general government data.

Source: CARF calculations based on CEPALSTAT data and data from Colombia's Ministry of Finance and Public Credit [
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The fiscal policy stance is inconsistent with macroeconomic
fundamentals; the economy is overheating

Comité Autinoma
dela RegiaFiscal

Output gap in Colombia Annual change in the primary balance GDP Excluding Public
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The credibility of fiscal instituti
dampened
a) 2024: The fiscal rule compliance, anchored to unjustified one-off

transactions equivalent to 2% of GDP generated significant
debates. CARF provided an unfavorable no-binding concept.

b) In 2025 the government activated the scape clause despite a
negative concept from CARF.

1. No extraordinary events justified the suspension of the
fiscal rule for three years; indeed, the macroeconomic
fundamentals suggest a much more neutral fiscal policy
stance.

2. The main source of macroeconomic instability is
precisely the fiscal imbalances.

c) Fiscal slippages have taken place after the discretionary

fiscal adjustment path was defined by the government once the
fiscal rule was suspended.
Revisions to the 2025 and 2026 Primary Deficit Targets

% of GDP

a5 37
24 21
. . -
MTFF 2025 Observed MTFF 2025 Actual government CARF estimation

Target
2026

Source: CARF calculations based on data from OECD and the Ministry of Finance and Public Credit.

ons and policies has

Comite Autonoma
dela Reraical

d) The absence of a credible fiscal anchor, fiscal slippages, and
the feedback loops of an expansionary fiscal policy on other
macroeconomic imbalances have pushed up sovereign interest
rates.

10-Year local currency Government bond
17 yields (%)*
15 ——Chile ——Colombia
® Mexico ~———Brazil

“Source: OECD Long-Term Interest Rates database. Long-term interest rates correspond to yields on long-term
government bonds, typically with a residual maturity of 10 years. Yields are measured before taxes and before
deductions for brokerage fees and commissions and are derived from the relationship between the bond's
market price, its redemption value at maturity, and coupon payments received until maturity.
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CARF estimates that stabilizing debt near 60% of GDP 5
(above the fiscal rule’s anchor) requires a 4-5% of GDP fiscal

Lx

o

adjustment, depending on the r-g.
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2021

2022 - 2023

2024

CARF’s analysis has evolved from fiscal rule surveillance to
more granular assessment of fiscal sustainability risks

Comité Autinoma
( ; dela RegiaFiscal

2025 - 2026

D ——

CARF CREATION (by law)

m CARF has a dual
mandate:

i) Fiscal rule
compliance
surveillance

Promote fiscal
sustainability

OVERSIGHT OF THE FISCAL
RULE (1)

m  Brief pronouncements on the
fiscal plan and the consistency

of fiscal planning instruments ™

(MTFF, budget, MTEF, etc)

s Potential GDP estimation, ]

which MinFin has to use for
MTFF elaboration.

= Analysis of the pension reform. n
= Elaboration of a Fiscal Monitor
on revenues and budget u
execution.

EXPANSION OF SCOPE
(2)=(1)+

Short-term and medium-term
forecasting of fiscal aggregates.

Technical concepts on one-off
transactions.

Development of methodologies
to reconcile budgetary and
fiscal data.

Estimation of expenditure
inflexibilities.

Analysis of the subnational
transfers constitutional reform.

FOCUS ON DEBT
SUSTAINABILITY (1) +(2) +

= Debt sustainability analysis (fan charts
sensibility scenarios, contingent policy
paths).

= Development and use of macro-fiscal
consistency tools with IMF technical
assistance.

m  Technical concepts on the fiscal rule
suspension, and fiscal policy slippages.

[ ] Assessments on debt management
operations.

m  Analyzes on legislative reform and
policy proposals (health system, labor,
minimum wage increase, etc)

11

Since 2024, CARF's role has increasingly focused on promoting

fiscal sustainability

debtsustalnablllty

: fiscal sustainability
F[u.uuu..

compliance]e w

(o8 Savenies prAmary Dalance

fiscal rule
Financial Plan FEPC““"”“

scenario
structu
medium term s

adjustment

Comite Autonoma
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Methodological note: The size of each word reflects its relative frequency in CARF reports and documents. For the analysis, 64 documents published from 2024 to the present were used.
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CARF’s mediatic scope has broaden significantly since 2025 A"R"“]'Z‘"

Evolution of CARF searches in Google Trends*

Eseape 2026
Clause Financial Plan
— Healthcare
COP 46Bn missing to Ref
meet the fiscal rule Analysis
(Statement 15)

Average 2025-2026: 60
69

Unfavorable prior opinion from the CARF
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The CARF's milestones have gained visibility in the media, with headlines such as:

Escape clause Healthcare Sector Reform 2026 Minimum wage 2026 Financial Plan

. ; CARF warns of increased fiscal pressure CARF estimate: the increase would “The Govemment's financial plan lacks
to CONFIS. "Postponing fiscal adjustment on the system from the healthcare reform add up to COP 8 trilfion to the deficit credible, missing COP 32 trillion to reach the
z:};;:‘ie risk premia and reduce and a wider deficit over the next decade Tn subsequant yeears

target.”

Note: Google Trends measures the relative popularity of a search term rather than the number of searches. The index is based on the term's share of total Google searches and ranges from 0 to 100, where 100 indicates the highest
level of relative search interest observed during the selected period.

13
1. The fiscal situation in Colombia is
unprecedentedly challenging
: 2. CARF s role has evolved with time
Agenda
3. Lessons learned
14

naBo

DO2QEF ADEIA - H2E & 71



Lessons learned (1/2)

A. The participation of the Minister of Finance adds significant value to the IFI’s role and strengthens its
influence within the fiscal policy framework.

B. Information access is the most important asset of an IFI. Information flows between the Ministry of
Finance and IFls should be formalized through a protocaol jointly signed by both parts.

C. Administrative and financial autonomy are instrumental. CARF has technical authonomy, but
administrative and funding relies on discretionary decisions of the MinFin.

D. When the Government's fiscal policy deviates from IFI’'s recommendations, the Ministry of Finance
should be required to provide a formal public response. Both IFl's opinions and the Government’s
response should be systematically considered in the legislative process, including the approval of the
annual budget, as well as by oversight institutions such as the Comptroller General’'s Office and the
Inspector General’s Office.

15

Lessons learned (2/2) .

E. Well-defined correction mechanisms, for events not contemplated by the escape clause, could
strengthen the fiscal frameworks.

F. IFI's could have a broader scope on defining technical parameters of the fiscal rules.
* In the case of Colombia, CARF estimates potential GDP, and tax revenues elasticities.
* The fiscal rule relies on a parameter related to the debt-stabilization primary balance, which at
present is fixed by law. CARF could estimate it periodically, depending on r-g dynamics, among
other considerations.

G. Climate-related risks are increasingly affecting debt sustainability and macroeconomic stability.
Systematically identifying these risks, assessing mitigation policies, and quantifying their fiscal
implications would strengthen fiscal planning and risk management.

L/ 16
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P
CARF technical products have expanded in quantity and quality d
Number of products generated by CARF
mReport to Congress m Press releases Pronouncements
. mTechnical concepts Fiscal monitoring report #Total
1 06 Outputs published ]
2022 - Jun 2026 ey s
[
2,9% month
Press releases 2,6x month 25
I 3-M1 2022 - 2025 I—[ .
31
*

Higher quality of monthly fiscal =

monitoring 12

2022-2023 16

» Focus on collections (~850 words) P -
- Focus on revenues/expenditures/interest on

debt) (~2,400 words). 4 o
2025-2026 A

- Comprehensive report: 6 sections (including 5

financing and cash) + executive summary +

methodological glossary. (~7,500 words). 2022 2025 2024 2025
18
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Conselho das
c& Financas
Publicas

Public Finances in
Portugal:
Developments, Analysis
and Lessons Learned

Session 1: Restoring public finances and budget
oversight

Noémia Goulart
June 11 2026

Overview of Portugal’s fiscal situation - Key Indicators Cﬂ
Budget balance: Structural balance:
« 0.7% of GDP (3rd consecutive year in surplus) * 0.6% of potencial GDP

» Above 2024 (0.6%) and budget target (0.3%)
» Primary balance remains strong: +2.6% of GDP

2015 2016 2017 2018 2019 2020 2021 2022 2023 2004 2025 STRUCTURAL BALANCE {% of Potencial GDP) ANNUAL CHANGE (p.p. of Potencial GDP)
2021 2022 2023 2004 2005 2020/21 2021/22 2022/23 2023/24 2024{25
36 36 ‘
34 ! '
29 . . L] 27 27 -
.
W W 17 s **
. 2 07 . = 06 07 09 08
§ i 96 X
udl | B 05 u5
J =3 - el
J . 02 02 0.2 .
08
1= _— I e .
-24
3,2 -3.2
oy 0,7 07

14

= Budget balance (headline) 7 Adjusted budget balance  ® Adjusted Primary balance
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Overview of Portugal’s fiscal situation - Key Indicators Cﬂ

Public Debt

+ Public debt ratio: 89.7% of GDP

« Fall of -44.4 p.p. compared to
2020

+ Net debt (excl deposits)
followed downward trend
(deposits at ~4% of GDP)

+ Favorable dynamic effect:
nominal GDP growth and the
primary balance.

2015 2016 07 208 2019 2020 2021

2022 2023 2024 2025

=O=Public Debt Public Debt net of Deposits

% of GDP

Portugal in the context of the European Union

P

Fiscal balance (% GDP), 2019-2025 Public debt (% GDP), 2019 - 2025

180 =
180 o
140
120 =
100 i
80
o |- M- SR
40 Wl -
. IR
10 0 l Ll
Y D eEcU R ROURERR BEN 2T G > EE RPN R 2R 2D 8 YR AL RED X O
8% 2 Bt 28al 22 ESRRE ¥z E3EREcEEZ2ES822g22gE2E DA
c R f§3C¥ELE SRR NE 5§ 8B 329 R XSRS 225585 % 83
gt 3 g%sggggzmag%‘Eoﬂ—E 2= s R e 3P EScpRgeSeRsisgleaoERS
Ug=06538EdE & 50 & G te "5 "a38588E500 5 EE£zS5C5E8
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CFP outputs throughout the fiscal policy cycle C@

Budget Execution

Strategic and Fiscal Planning Budget Planning
I i 1T 1
Macroaconomic Medium Term Macroeconomic
Scenario Fiscal Plan Scenario
Endorsement Assessment CFP Hearing Budget Endorsement Budget Proposal Budget
Preparation Assessment Execution
CFP endorses CFP assesses CFP hearing on CFP endorses
macroeconomic medium term fiscal MF plans at MF prepares macoeconomic CFP assesses GG executes
scenario plans Parliament budget scenario budget proposal budget

*o®
=3 2, 78\ = 25
O >

Macro Fiscal Medium Term Medium Term Macro Fiscal Budget Proposal CFP Hearing Budget

Outlook Fiscal Plans Fiscal Plan Outlook Update Sentto Execution

Discussion Parliament CFP hearing on Monitoring
CFP provides MF develops CFP updates budget proposal at
autlook without mediuim term flacal Polliament madro fiscal MF sends budget Parliament i
policy change plans discusses medium outlook proposal to budget execution
Parliament

term fiscal plans

CFP outputs - Examples CED

| Monitoring compliance with Fiscal Rules in different reports: Net expenditure Rule I

No policy change scenario (Sept.) Annual Progress Report (April)

No policy change scenario (March)

2026 2027 2028

2025 2026 2027 2028 2024 2025

19

2024 2025 2026 2027 2028
62

30 0.5 =
— 12
06 X o
0.0 0.6 01 e PEO sep.25 m Annual Deviation (% GOP)
me Annual deviation (% of GDP) PEO apr. 25 —?Aol t;xp(vrsditu@ quV;th
——MTSFP (Commitment]

Net expenditure growth ——MTFSP Commitment
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CFP approaches to assessing fiscal consolidation CE)

Key Analytical Principles

Objective: Evaluate credibility, size, and composition of fiscal consolidation measures,
distinguishing between:
» Policy measures vs cyclical developments
+ Composition of consolidation: expenditure or revenue-based; current vs capital spending
+ Credibility and permanence: One-offs/temporary measures vs structural changes
+ Short-term vs medium / long term effects

Quantification Methodologies

Bottom-up approach: Sum of estimated impacts of individual measures based on
«  Government estimates (validated)
» Independent recalculations where needed and possible

Continuous tracking (ex-ante and ex-post)
« Compare: Planned vs executed measures
« Decomposition of deviations: policy slippages, macroeconomic surprises, statistical effects

CFP approaches to assessing fiscal consolidation CE)

Examples:

Fiscal Policy stance
Decomposing the headline balance into the cyclically-adjusted balance and the structural primary
balance to assess the discretionary orientation of fiscal policy

Example: In 2024, the headline balance stood at 0.7% of GDP — but excluding one-offs, the
deterioration was 1.0 p.p. of GDP (twice the total variation). 2/3 of the surplus reduction was driven by
discretionary action (PIT cuts, public sector wage increases, pension uprating) and only 1/3 by cyclical
factors. (in ‘Budget Outturn in 2024 Report”

New EU framework

Shift from the structural balance to net expenditure as the anchor for assessing fiscal stance
under the reformed EU governance framework (Regulation EU 2024/1263)

The CFP has aligned with the European Commission by adopting nationally-financed net primary
expenditure, adjusted for discretionary revenue measures, as the key indicator.

Example: In 2024, net expenditure growth (12%) exceeded the EU benchmark (11.8%), signalling a
deviation from Portugal's Medium-Term Fiscal-Structural Plan (MTFSP 2025-2028).
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CFP approaches to assessing fiscal consolidation CE)

Expenditure composition and quality of consolidation
Distinguishing between change in current primary expenditure and below-target capital
expenditure — critical for assessing the long-run quality of consolidation.

Example: By end-2024, cumulative RRP (investment program) execution stood at only 24.6% of total plan
value. The CFP warns that low public investment execution combined with growing permanent current
expenditure deteriorates the long-term sustainability profile — even with a positive headline balance. After
2027, the end of the RRP implies a real contraction in public investment of approximately -20%.

Credibility and structural nature of measures
Assessing the cyclical vs. structural nature of revenue and expenditure growth; adjusting for one-off measures.

Example: Portugal's headline surplus relies on the Social Security surplus (2% of GDP in 2024) — a
concentration risk explicitly flagged by the CFP.

Central Government accounts show a continuing deterioration while the Social Security "buffer”, is subject
to growing demographic pressure. Need to monitor measures that preserve or erode the Social Security
surplus.

Overall reflections and lessons learned CED

=» Role of independent scrutiny: independant assessment helps validate assumptions,
improve transparency, and identify risks to budget execution

=» Transparent no policy change scenarios:
« Establish a credible baseline that highlights underlying trends
+ |solates the impact of consolidation measures from economic dynamics

« Reduces risk of strategic bias

=% Value of ex-post analysis: Systematic evaluation of deviations between planned and
actual outcomes is essential to improve forecasting methodologies

= Transparency: diclosing of measures, methodologies, and risks is key to credibility and
accountability
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o P s Paola Ca!laello

Oficina de Informacidn, Andlists
¥ Asesoria Presupuestaria
Senado de Chile

Oficina de Infarmacitin, Andlisis y Asesaria Presupuestaria — Senada

CONTEXT OPS
A rigid budget, a constrained legislature

So how does Congress exert influence?

About 52% of the 2025 budget is already

92% committed by law or other fixed <pending
obligations (DIPRES 2025)

Protocol agreements (since 1997)

Non-binding commitments signed by the Executive with the Joint Budget Committes
at the close of each budget negotiation

Billion Chilean pesos [CLP 10%) appropriated by

94 8 the 2026 Budget Law (Ley N* 21.796] — plus
- US512.4 million in foreign currency

Glosas — budget annotations

Binding clauses attached to specific appropriations: earmarks, execution rules,
spending ceilings and reporting duties

Congress may only reduce propesed spending —
and may not touch what permanent law

Reduce onlv establiches (Constitution, art. 67); spending

inltiative rests with the President

in the Budget Law
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THE INSTRUMENT

OPS

Glosas: Chile's earmarking and control device

What is a glosa? What glosas do — five recurrent contents

*  Not defined in Chile's core financial legislation — a practice
consolidated over decades.

Mandate reporting to Congress
periodic information on budget execution — the focus of this presentation

. Constitutional Court: "the most detailed expression of legislative
intent in the Budget Law" — legally binding and subject to

constitutional review. o institigional spenilicg

maximum autharisations for operating expenditure
=  Comptroller General: glosas have the force of law while the

Budget Law is in force.

Earmark the destination of funds
- Attached to appropriations at partida (ministry), chapter or diract resources to specific purposes, territories or projects

programme level — in 2026, 89% sit at programme level.

Regulate how funds are executed
conditions, procedures and modalities of execution

Order intra-executive information
data exchange between government agencies

One glosa often combines several contents — conditioning execution, directing spending
and extracting fiscal information where Congress cannot amend

MAPPING THE GROWTH

oPS
Glosas have stabilised at a new, higher level

4000 -
2.437 +22.1% 2024 - 2025: the jump
3.342

3000

+2.8% 2025 - 2026: consolidation — structural, not cyclical
2000

89% of glosas sit at programme level (3,051 of 3.437)
1000

inistries hoid 2,721 giosas — led by Education (784) and
o ) 10 ministries d
2024 2025 2026 hahoed
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WHAT IS INSIDE

Reporting to Congress: the largest and fastest-growing content

Reporting to Congress |, 1 1,314 reporting abiigations to Congress in 2026 — the
= largest content, +424 since 2024 (923)
!
S

!

Famark cestinaton | - 38% of al glosas naw carry 2 reporting duty to Congress
I - (010 2020

Bciion vies | -~

- -

Intra-executive infe 102 1.3 contents per glosa on average — 4,317 classified
. a7 contentsin 3,437 plosas

m2026 w2025 w3024

The expansion of reporting ohligotions reflects an institutiono! demand for fiscol information — in @ Congress with fimited independent anolyticol copocity of its own

DRIVERS

Parliamentary influence beyond amendment powers

Constitutional asymmetry Negotiation currency
fing Initlative is to the dent; Congress may anly 2 Approval ls exchanged for conditions: glesas and protocol agreements
reduce. Glosas are the main lever it can actually write into the law. formalise commitments abtained during the budget debate.

Oversight by information Contested boundaries
3 Unable to move ailocations — and lacking robust costing capacity of its 4 m;ﬁ::::\: I:h::‘f:hlnisbik:lrs::i:;:e Hr;-::'::ﬂiﬂﬂll:;;“:nnunce:
own — Cangress multiplies reporting requirements as ex post cantral. i ng g o eg budg

When Congress cannol substantially omend, reatlocate or independently cost spending propasals, information requirements become one of the few available oversight instruments
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THE OPS APPROACH

The monitoring task keeps growing

18000
13.021
12000
BOO00 -
o
2024

14.360

2025

16.332

2026

OPS

+25.4% more commitments in two years (13,021 - 16,332): the reporting
workload grows faster than the glosas

How the system works

= Each obligation in a glosa or the articulado is decomposed by its legal
periodicity into dated commitments — a quartesly obligation = 4
deliveries a year.

* A commitment counts as fulfilled only when the document enters
through the formal channels defined by the Senate.

- Ops publiches monthly monitoring reports for the Joint Budget
Committee (CEMP) — art. 19, Law N* 18.918.

Periodicities st by the law itself: single date - manthly - bimanthly - quarterly - semi-annual - annual — default of 30 September when na date is set {art. 14)

RESULTS

Compliance is improving — but unevenly

79,7%

80

ha
=

2023

83,3%

2024

83.4%

2025"

OPS

+3.6 pp in2024 — despite 770 i £ non-deli
2,485162,170

d fell fram

Strong heterogeneity across ministries

100%: Presidency - Public Works - SEGEGDB - SEGPRES
Lagging: Health 52.4% - Enargy 52.0% - Treasury 48.2%
Healt

reparting load grew +14.1% in 2024 — volume strains compliance.

31.5% - 83.3% within-year build-up (March to close, 2024} heavy
regularisation in the second half

nasoe
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CHALLENGES

What still does not work well

VOLUME

FORMAT
and reuse.

SIEALIEY too late to matter.

ENFORCEMENT

3,400+ glosas and rising detall strain normative clarity and administrative efficiency

OPS

The central structural limit: Congress depends heavily on Executive-generated data and costing assumptions (DIPRES) — it cannot independently
werify the fiscal implications of what it approves.

"Digital” is undefined: the law mandates electronic submission but sets no standard — many deliveries arrive as scanned PDFs, hard 10 track, search

Delivery is not usefulness: 324 submissions in 2024 arrived with observations, and heavy second-half regularisation means information often comes

Dispersed, not absent: the CEMP, senators and deputies (complaints before the Comptroller General), the Chamber's oversight powers and citizens
(transparency law]) can act — but no routine link ties detected non-compliance to consequences.

NEXT STEPS

Looking ahead

Standardise the instrument

Drafting guidance, commaon formats and monltoring
protocals for information glosas.

Broaden the institutional base

Strengthening institutional capacities across Congress
could help transform compliance monitoring into a
more effective accountability mechanism.

From counting glosas to making them count.

Paoia Cabello - pcabello@senado.c

OPS

Deepen the evidence

Extend the characterisation series; |ntegrate
compliance tracking with execution analysis; earhy-
regularisation agenda with reporting agencies.

Gracias
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Simplifying the Complexities of
Fiscal Debates

Using podcasts and briefing sheets to communicate public finance to a general audience

Giordano Bruno Antoniazzi Ronconi
dget and Financial Oversight Office)

t Counselor - CONOF (B
e of Representatives

Who We Are — CONOF

Budget & Financial
Oversight Office

CONOF - House of Representatives

In-house technical advisory unit
of the Brazilian House of
Representatives.

75 years providing non-partisan
budget analysis to the Joint
Budget Committee (CMO),
parliamentary commissions,
and individual MPs.

Institutional Functions

PPA - LDO - LOA - Financial Oversight

Technical processing of the
Multi-Year Plan, Budget
Guidelines Law and Annual
Budget Law; fiscal adequacy
assessments of bills and
provisional measures;
parliamentary amendments
analysis; financial control and
oversight; drafting of substitute
texts jointly with the Senate.

OECD LAC PBO
Brasilia 2026

Research & Public Output

Studies - Technical Notes - Policy
Papers

CONOF regularly publishes fiscal
analyses cited in major outlets.

Recent examples: fiscal
projections 2025-2034; primary
result estimates; analysis of the
PLOA 2026; study on
parliamentary amendment
fragmentation;  analysis  of
presidential vetoes; income tax
reform impact.

naBo
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The Communication Challenge

Public finance legislation is inherently complex

Concepts like fiscal rules, parliamentary amendments and constitutional reforms are difficult
to grasp

Yet they affect every citizen's daily life

()1 Technical Jargon (02 Complexity of Norms

Budget law uses dense legal and economic Budgetary rules span constitutional provisions, complementary
language inaccessible to the public. laws, and detailed decrees

()3 Low Civic Engagement (04 Institutional Gap

Citizens have limited awareness of how the ical advisory bodies excel at analysis but
budget affects public services they use daily. istorically lacked public communication channels.

Example 1 - "Or¢camento Aberto" (Open Budget)

A Special Broadcast Series — Radio Camara / Economia Direta Podcast

Format & Concept Selected Episodes (May 2025 — March 2026)
o

s A budget specialist debates a specific area May 2025 Gapsin budget legisiation

of Brazilian public finance with a fellow May 2025 Trajectories of public expenditure

counsellor May 2025 Social security (Previdéncia)
¢ Followed by live questions from the radio JUR 2025 Health budget

announcer Jun 2025 Fiscal rules in Brazil
s Broadcast on Rddio Camara and published

- Jul 2025 Income transfer policies
as a podcast episode
. . Aug 2025 Minha Casa Minha Vida budget

e FEach episode focuses on one topic:

. . Aug 2025 Fiscal res ibility Iz 25th iver:
parliamentary amendments, fiscal rules, A al responsiviiny law (25t anaiversaryl
health budget etc Sep 2025 Legislative budget process 2025

Mar 2026 Budget amendment execution phases
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Example 1 - The Methodology Behind "Or¢amento Aberto"

A format built around three distinct roles (before and during the recording):

Topic Selection

The CONOF counselior chooses a timely
topic aligned with the legislative moment
(e.g., amendment execution rules, Fiscal
Law anniversary, income tax reform vote).

Radio Anchor

Voice of the public

Asks the questions a general listener would
ask. Keeps the conversation grounded. No
technical knowledge assumed (this is the
entry point for the audience).

Pre-recording Research

The counsellor grasps key figures, fiscal
data and legal aspects, most of them
provided by the subject expert. ldentifies
the most relevant discussion points for a
general audience.

Provides in-depth technical knowledge on
the episode topic. Answers questions with
precision. May occasionally go deep into
technical detail (normally triggered by the
third role).

Alignment with Expert

The counsellor and the subject-matter
expert agree on which topics to explore on
air.

CONOF Counsellor

Informed mediator

Bridges the other two: raises technically
informed guestions to open space for the
expert. Also translates overly complex
answers back into plain language when
needed.

Strategy, Governance

& Management

Council

naBo
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Example 2 - Some Fiscal Provisions Proposals

HB

Spending Review

Mandatory multi-year spending reviews
("spending review") for all federal
expenditure programmes, with
independent technical oversight.

#11

Fiscal Management Council

Creation of a permanent Fiscal
Management Council (Conselho de Gestdo
Fiscal) to monitor compliance with fiscal
rules across all three branches.

#9

Cost Accounting Systems

Obligation to implement cost centres and
integrated cost management systems
across federal entities (enabling value-for-
money analysis).

Spending Caps — Autonomous
Bodies

Constitutional ceiling on primary
expenditure of autonomous powers and
bodies (Judiciary, Legislature, MPU, TCU)
as a share of total federal spending.

#10
Fiscal Transparency on
Personnel

Standardised public reporting of all
personnel  expenditure  components,
including  benefits and  allowances
currently scattered across payroll items.

Parliamentary Allowance
Standardisation
National standardisation of parliamentary
office allowances (verbas de gabinete)
across all 27 federal units, eliminating
disparities and controlling sub-national

fiscal impacts.

. Area Il — Quality of Public Spending e — Organisa

Example 2 - Chapter Structure of the Administrative Reform Sheet

Every chapter follows the same standardised 6-element structure:

Element Description Example (fiscal chapters of the Reform)

‘What is the current situation? Empirical data, comparative
indicators and problem framing in plain language, with no
technical jargon. Accessible to any reader,

nding Reu

a. Diagnosis
of the Problem

Real news coverage of the issue: selected press references
showing the topic is in the public eye and why it matters to
citizens.

b. Media
Mentions

Root-cause analysis: identifies structural, legal or institutional
drivers behind the problem, linking the diagnosis to the need for
reform.

c. Main Causes
Found

Clear description of what the reform proposes, stripped of
constitutional/legal complexity. Focuses on the ‘what’ before the
*how'

d. Proposals

A before/after comparison ("how it works today" vs. "how it will
work after the reform®) making the practical impact of the
proposal concrete and tangible for any reader,

f. Proposed
Legislative Change

The specific constitutional or statutory article proposed
presented last, after the reader has been fully contextualised.

Restricted Use - A usage restraint
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Impacts of These Experiences

Podcasts & Audio as a Layered Written Products for Reach, Digital Formats
Fiscal Transparency Tool Diverse Audiences & Institutional Influence
Orgamento Aberto as a "layered The Administrative Reform Sheet as a

Timeliness amplifies reach: episodes

product”: the broadcast reaches a broad "progressive  disclosure” document: H
matched to live legislative events [income
audience with a simple Q&A format; diagnosis = media mentions = causes = 5 1
: tax reform vote, Fiscal Law anniversary,
listeners who want depth can access proposals - comparative example = § ®
y election-year amendment deadlines)
CONOF's full technical notes wvia the legal text. Each reader stops at their own B
generate higher engagement.
portal. level.
: X : Institutional credibilit transfers:
The announcer as proxy for the public: Same document, multiple audiences: a ! ¥
. . It X CONOF's non-partisan brand makes both
embedding a non-expert questioner journalist reads sections (3)=(b); a policy : .
s ; formats trustworthy. Journalists cite the
forces consultants to use plain language, advisor reads (b)={d); a legal drafter reads
. R R studies; MPs quote the results. The same
a structural constraint that improves all six elements. No separate publication g :
o : technical work reaches both audiences
communication quality needed

simultaneously.

Thank you!

Open Budget Podcast Administrative Reform Document
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ARTIFICIAL

INTELLIGENCE

Scherie Nicol
Senior Policy Analyst
OECD

KEY FINDINGS

2026 OECD Survey on Artificial Intelligence in
Independent Fiscal Institutions
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Few IFls are at an advanced
stage of use

restricted in our institution)

No use (not using it) I2

Very early stage (No significant
use other than some informal
individual use only)

No use (explicitly prohibited or | 1

Experimental (Pilots and ad-hoc
usage by specific teams)

Advanced (integrated into
standard workflows with formal 2
oversight)

ADOPTION IS STILL EARLY-STAGE

Only one-third say majority of
staff are using more than 1 hour

per week
R fow No use, 3
specialists or Used by
early majority
adopters are (>50%) of
using it staff, 16
(1-10% of
staff), 6
18
21
A minority of
;?;r;fo(r; {_0 Widely used
25%), 10 across some
! teams
(26-50%
staff)
.9

HOW DOES THIS COMPARE?

Trends in Workplace Al Use, by Industry

PENLMTEEE] (% of employees using Al daily in their role)

IN DU STRY BEN C H MARK LI (% using Al daily or a few times a week)

According to Gallup's Q4 2025 workplace survey,
frequent Al use (daily or weekly) stands at:

21% in Government & Public Policy
36% in Professional Services

L EITEETEY (% using Al daily, a few times a week, a few times a month, or a
few times a year)

Government, University
2% public policy o
50 60 _a-8-063
40 ase42 40 °

40% in the Finance seCtor 2%23 Q2 2025 Q4 2%23 Q2 2025 Q4
Professional Finance

The IFI trend places them reasonably well. On 805 services 80%

aggregate, they are tracking ahead of broader . 062 go 64

government norms.

e 36
However, many IFls still see less than half of their staff b ____%"’

using Al regularly; behind fast-moving sectors. 2023 2 202504 2023Q2 2025 04
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PROGRESS IS LED BY INDIVIDUALS

Staff are adopting Al faster than formal
institutional strategies are being deployed.

”»

The “adoption gap
(staff use Al a lot, but
IFl sees its use as
Institutional maturity immature)

Those that use Al more suggest there is scope
to use even further.

Advanced

Experimental

Very early stage e

1-10% 11-25% 26-50% >50%
Individual adoption rates

FOCUS ON ADMIN DRUDGERY,
RATHER THAN ANALYTICAL WORK

Translation
Summarising documents
Literature review
Coding support

Writing support

Admin tasks

Social media

Press releases
Analysing legislation
Data cleaning
Images/charts

Media monitoring
Economic analysis
Speeches/presentations
Report production

Budget scrutiny Editorial & admin
Budget analysis
Videos/multimedia Communications
Anomaly detection
Macro forecasts Analytical

Fiscal forecasts
Policy costings
0 1 2 3 4
Mean frequency score (0=Never, 4=Very Often)
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Estimated Time Saved per Week (Hours)

SCOPE TO EXTEND AND DEEPEN USE

IFIs are saving time with Al, but there is a wide gap between current
results and full potential.

Even the most advanced IFls have substantial room to grow their
efficiency gains across modelling, analysis, and routine tasks.

Theoretical maximum

(based on the literature)

o Empirical frontier

] ®
~ ° & [Flresponses
® ® 0
® @ L)
oh - =

40 60% 80%

Extent of Al Usage (% of Staff)

GREATER USAGE HAS PAYOFFS

If we split respondents into “High Adoption” and “Low
Adoption”, we can see the differences on reported
benefits.

The biggest gaps are for consistency of
communications and staff productivity.

Low adoption +10
o

Communication consistency @)
Staff productivity ® e 0
Faster turnaround o @)
New analytical areas (@) )

: 08
Cost savings @) @)
Technical quality ® — O

0 1 2 3 4

naBo
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BUT THERE ARE OBSTACLES

Data privacy, hallucinations, “black box” nature, and
lack of technical skills are big barriers

Data privacy & security
Hallucination concerns
Black box / explainability
Lack of technical skills
Some more pl’OS&iC
concerns too like
budget and
procurement

Budget constraints
Reputational risk
Procurement rules

Legal / copyright uncertainty

Data quality / structure
General skepticism
Staff flexibility constraints

1 2 3 4 5

o

Note: Mean severity score on 1 (not a barrier) to 5 (major barrier) scale. n=44. Q8.

MAINLY USE FREE/BUNDLED TOOLS

Enterprise-grade solutions with data protection
are only used by 2-in-5 respondents.

This points to a gap between institutional need
and the reality of how IFIs are adopting Al.

Self-built models
Externally commissioned

Commercial fine-tuned

2
2
3
Enterprise licences _ 17
Individual paid licences _ 20
Number of institutions reporting

they've adopted each type of Al
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GOVERNING AND DISCLOSING Al USE

Less than a third of IFls have formal policies on Al use

Most seem happy to treat Al as a standard drafting
tool — outputs systematically verified by staff, with _—
institution bearing full responsibility @ Alueys disclose

Disclosure of

Al use @ Sometimes
Al Governance
Frameworks
No disclosure
No verified by staff &
@ Formal policy in place @) Developing one ly ‘ ’

5 KEY TAKEAWAYS

Use can spread and deepen

IFls have significant scope to expand both the breadth of staff using
Al and the depth of efficiency gains realised

Adoption is primarily bottom-up

Current Al use is driven by individuals and early adopters rather than
top-down institutional strategies

Early benefits are clear and measurable

IFls with higher adoption rates see tangible dividends in
communication consistency, productivity, and turnaround times
Core analytical tasks remain largely untouched
Al excels at admin and translation tasks, but is not yet
revolutionising economic modelling or budget scrutiny
Institutions must foster safe growth

IFls need to foster Al growth while protecting security — establishing
safe sandboxes and ensuring outputs are always verified
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HIGHLIGHTS

Supercharging
Communications

Using Al to translate complex
ideas into accessible content

Fiscal Council, Peru

Al proofreads press releases and assists with translations.

Autonomous Fiscal Council, Chile

Al tools used to help draft scripts and structure short
explanatory materials, e.g., videos or visual summaries.
presenting key findings from reports in more accessible
formats.

CARF, Colombia

Al used to aggregate daily media monitoring, quantify visible
metrics and generate comparative month-by-month insights.

HIGHLIGHTS

Automating
analytical
work

Using Al to process complex
data and test assumptions

CARF, Colombia

Using Al to review and analyse the national budget, looking
at whether budget items or provisions are replicated across
budget programmes. Also using Al to translate programming
languages across econometric packages, e.g., Stata to R. And
using Al to explore dynamic interactions between variables
and assess how macroeconomic theory aligns with observed
data.

Congressional Budget Office, Argentina

Using Al to carry out comparative analysis of a very extensive
change in a complex body of labour legislation.

Fiscal Council, Peru

Al supports coding for models that underpin economic
analysis and forecasting.

naso




HIGHLIGHTS

Advanced
Intelligence AIReF, Spain
Gatheri ng Built numerical databases from complex PDFs with

information on extreme weather events. Used this to
quantify associated damage costs.

IFls using Al to develop deeper
insights
CEFP, Mexico

Al used to identify provisions with financial implications, and
to provide an initial structuring for cost matrices.

Thank you

Scherie Nicol
Senior Policy Analyst
OECD

Read the
paper

v ..J
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Al in Budget
and Fiscal Analysis

June 12, 2026

% National Assembly Budget Office

Table of Contents

I. Overview of NABO
II. NABO’s Roles & Responsibility
II. Alusein NABO
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Overview of NABO

Overview of NAEO 4

Vision

e

The best fiscal institution serving

the National Assembly and the public

- Insightful fiscal analysis and objective fiscal program review
- Accurate and prompt bill cost estimation and tax analysis

- Credible economic prediction and analysis

Non-

Experlise partisanship

Objectivity

Restricted Use - A usage restreint
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Overview of NABO

Organization

Budget Analysis
Department

Planning & Management
Department

Estimates & Tax Analysis
Department

Program Evaluation
Counsel

Budget Analysis
Coordination Division

Estimates & Tax

General Affairs Division Coordination Division

Policy Coordination

Industrial Budget
Division

Analysis Division
Social Budget Analysis
Division

Economic Cost
Estimates Division

Social Cost Estimates
Division

Planning & Budget
Division

Administrative Budget
Analysis Division

Administrative Cost
Estimates Division

Economic Industrial Program

Evaluation Division Tax Policy Analysis 1

Social Administrative Program

Evaluation Division Tax Policy Analysis 2

Public Institution
Evaluation Division

Restricte:

e - A usage restreint

Economic Analysis

Department

Tax Analysis
Counsel
Econermic Analysis

Coordination Division

Macro-Economic Analysis
Division

Industry & Energy Analysis
Division

Population & Strategy
Analysis Division

Overview of NABO

Employees and Budget

o NABO has 131 employees. They are selected through
an open competitive recruitment process.

Employees are obliged to remain politically neutral and are prohibited from j
oining political parties by law.

o NABO’s budget for FY 2026 is approximately

$15.1million.
Labor Costs: $10.0million (66.2%)

Basic Expenses: $2 2million (14.6%)
Project Costs: $2.9million (19.2%)

Restricted Use - A usage restreint

131

employees

$15.1million

(FY 2026 budget)
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NABO’s Roles &
Responsibility

NABO's Roles & Responsibility

1. Analysis of Budget Bills & Account Settlements

@ NABO undertakes thorough analysis of budget bills and account settlements
submitted by the government, and if necessary, it develops counter-proposals.

o NABO issues analysis reports in time with the deliberation on budget bills and account
settlements by the National Assembly. These reports are submitted to members of
the National Assembly to be utilized as critical basic data for legislative decisions.

NABO's Role at the Budgetary Process

May 31 Sep3 Dec2
Submission of
the Mational Report
on the Settlement
of Account

Submission of
a budget bill

of ®

Approval
the budget bill

- Publish an analysis

Consult with Publish an analysis Consult with bl s Analyse
the government on report on settlement the government on . O’_"JEE a semtr’:lar CFY the approved
account settlements of accounts budget bill the budget bi budget bill

Open a seminar on
Tax revision

Restricted Use - A usage restreint
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NABO's Roles & Responsibility 9

2. Analysis & Evaluation of Major National Programs

NABO evaluates national programs that receive large amounts of public funding as
well as major policies and government performance management programs. It also
makes proposals for efficient management of national finances to assist
legislative activities.

3. Analysis of Pubilic Institutions’ Budget,
Final Accounts & Performance

Public institutions implement programs that provide substantial benefit to the
public through governmental grants or by policy coordination with the government.
NABO aims to improve the efficiency and effectiveness of fiscal programs by
analyzing the budgets and settlement of accounts of public institutions and
evaluating their performance.

NABO's Roles & Responsibility 10

4. Bill Cost Estimates

NABO estimates the revenue and spending incurred by tax laws or other appropriation bills for the
first five years after enforcement. These estimates serve as the baseline data in the deliberation of
individual bills to verify their financial feasibility and discuss better policy alternatives.

# NABO conducted cost estimates for about 7,354 bills in 2025.

NABO's Role at the Legislative Process

Legislative Bill Proposed ‘ Examination 4 Approval at
(submission of

by Committees the Plenary Meeting
government tax revision bill) ‘ ‘

Lﬂgiﬂ;‘""ﬂ bill proposed by Revision and Suggestions

@ member of Tax revision bill Budget related bill £ppioes]

e N A Alternative by the Committee

legislatvie bill

N Hearing Prepare
Preparg bill Analysis of NABO's opinion bill cost est‘lma1es Seorekeening
cost estimates revenue effect 10 examine the biil (can be skipped

in case of emergency)
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NABO's Roles & Responsibility

5. Tax System Analysis

11

NABO conducts research and analysis on major issues in the field of taxation and
provides guidance on the direction that medium to long-term tax policies and
system developments should take.

6. Mid- to Long-Term Fiscal Projection

NABO provides mid- to long-term fiscal projection as a basis for monitoring fiscal
operation and soundness. Based on the economic projection as well as the
estimates of tax revenue and cost, NABO offers its mid-term fiscal projection on
overall fiscal indicators for five years and its long-term baseline projection for the
analysis of fiscal fluctuations.

% Baseline projection: Forecast of gross revenue, gross expenditure, fiscal balance and
sovereign debt under the current laws and policies

NABO's Roles & Responsibility

7. Economic Trend Monitoring & Outlook

12

o NABO monitors and predicts economic trends and reviews maijor risk factors, thus
helping the Korean economy achieve stable growth amidst changes in the economic
environment at home and abroad.

o NABO provides its independent macro-economic forecast including growth rate and
tracks economic trends in major areas, such as finance, industry, employment, trade
and the asset market. These data are offered to support legislative activities.

NABO Economic Outlook (Year N)

Economic Outlook Economic Outlook for
for Year N Year N+1 & Medium-Term

o Moreover, NABO reviews mid-to long-term economic growth strategies and studies
proactive measures to address the transformation of the economic structure caused
by the fourth industrial revolution and the aging population.
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NABO's Roles & Responsibility

8. Analysis of Economic Impact

o NABO analyzes the impact of economic policy and fiscal
spending. Its findings are used to evaluate
the effectiveness and performance of the policy.

o To facilitate objective and reliable analysis,
NABO develops and operates diverse economic
models for the quantitative analysis of
economic impact.

13

Committees or
members of the
National Assembly
fill out a request
form.

NABO's Roles & Responsibility

9. Requests for Research & Analysis

14

NABO conducts studies and analyses on fiscal and economic issues requested by
committees or members of the National Assembly.

= NABO responded to 664 requests for research and analysis in 2025.

Research & Analysis Request Response Procedure

Lle

The Palicy
Coordination
Division receives and
categorizes the
submitted form

O
ng7

The Coordination
Division of each
Department
appoints an analyst
in charge.

o

T

The appointed
analyst conducts
research and
analysis.

52

Aresponse is given
to the request.

104 & S2=2A=E
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Al Use in NABO

16

Al system in use

o WA UERE MOMAHE  NEMAY  EERMEA - e

SHASIMIR. JB|AISIHX| M EUNS 0 24 2 BIELICL
[ .

AR AW A S A, R R WA B M BN

Internal Al system (Al Tool for National Assembly)

- Secure Al model

- Can provide Policy Analysis based on data

- Can use Data Collection(Already Known Data): bills, Minutes of the National Assembly, etc.
-  2026.4.~

Restricted Use - A usage restreint
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Al system in use

General Al system

- Chat GPT, Gamma, Gemini...

- Usually use for information gathering

- Make summary of our report

- Use to create YouTube videos that introduces the content of our report
- Use for grammar check and overall content check

= tube el mx a &

2|30) GDPC|E|0]]
WS Qolnt A

AT AN ST

R US NS BN WLHRELC

Restricted Use - A usage restreint
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Al example(1) : internal

Review of Policy Proposals

ICH L me  WHSIN| B

HENH UE

gt ficec-amount fuet r high oil prices

dAngmue o an advantage/necessity/pro-choice argument
ELLELEL] shortcomings/limits/opposition arguments
Overseas case
Statistics

BT case/administrative interpretation

= FUAD W ATHOIE S BRI BACTE IT SHWH L O LRE F RS

e - A usage restreint
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Al example(1): internal
[Advantages/Necessity/Arguments in Favor]

The introduction of a universal fixed-amaunt fuel subsidy to reduce fuel costs for all citizens can alleviate the burden of high oil prices on the public.
The high oil price relief fund (4.8 triltion KRW), which provides 100,000 to 600,000 KRW per person to citizens in the bottom 70% income bracket, can help ease the financial diffic
by low-income groups.

es faced

Expanding the K-Pass refund rate for public transportation can reduce transportation costs and promote the use of public transit, thereby improving energy consumption efficiency.
Allocating a budget for energy welfare (0.2 trillion KRW) can help reduce the energy cost burden for vulnerable groups {low-income households, fishermen, etc.).
International organizations (OECD, IMF, IEA, etc.) ing fossil fuel subsidies, and policies to alleviate the burden of high oil prices align with international standards.

[Disadvantages/Limitations/Arguments Against]

The universal fixed-amount furel subsidy for reducing fuel costs for all citizens may result in significant fiscal burdens during periods of high oil prices

The high ofl price relief fund (4.8 trillion KRW) is distributed differently to citizens in the bottom 70% income bracket, but the criteria and procedures for distributing the relief fund may be
complex, limiting its practical effectiveness.

The allocation of a budget for energy welfare (0.2 trillion KRW) can help reduce the energy cast burden for vulnerable groups, but there may be challenges in accurately identifying
beneficiaries and ensuring efficient implementation.

International organizations (OECD, IMF, IEA, etc.) recommend abolishing fossil fuel subsidies, so the universal fixed-amount fuel subsidy policy may conflict with international standards.
Expanding the K-Pass refund rate for public transportation can reduce transportation costs, but in regions with insufficient public transportation infrastructure, its practical effectiveness
may be limited,

HEUM > YPXH v >

ADINAEE = 44 F & UELCL NUAAHE 255 MRS BE R UNE S5UER K BT ES QAT MELD

Restricted Use - A usage restreint
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Al example(1): internal

Intelligent Search ]

REAIHXHERE AlO{AAEE L E-L - D 0 ASa o

[ | (71 WE/RAAUIUEA (3)  FAAFWEANE (24] INAVMBUR (8] ALBATE (36) [¥S J ¥ aamel

TR > BEEAERE AKZATN B Y - BT BT 8P

oty e Iy mach individuat, housshold nd

Total; statutes/precedents;

National Assembly deliberation activity data;
Mational Assembly deliberation support data;
External policy data; News

B B ARAY

toreduce

e and to reduce sodal damage associated with excessen

MU EEN - HEELEES IR AW SAHE MET, DR0IIKSHE M, WEAHAH, HWH
BHis FAVHOAER
SETlE e Male) 2 s

] O b %50 2 A

@ auwEnrl | & uedeRs | amsww?

n 30150100

A Korea Report VoL3 Annual Research Projects Ii
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Al example(2)

with NotebookLM

Upload Document

~ Upload Your
Document

Add any source — research
papers, articles, or notes.

Turn Documents into YouTube Videos with

request NotebookLM to create videos

= Ask the Al @ Get Your Video

Simply prompt: “Tuen this inta a
into o YouTube video.”
NotebookLM generates a script
script and structured video
content automatically.
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Limitation

Hallucination

- Referring to non-existent legal provisions
= Presenting inaccurate statistics..

=) Nowadays, most Al systems provide sources. However, this has led to the inconvenience of people having to
manually verify the data from the provided materials.

===} For visualization, one should examine the whole pictures and videos since Al makes unintended graph or picture
Data Security

- Sensitive information like tax records, government confidential information can be entered into external Al systems.

- Privacy data also cause problems.

- In Korea, it is prohibited to enter new data or documents into external Al except ones which are already open to
people

Depends on the past data

- Budget analysis is a routine job, but the context of the budget is changed every year

- Analysis is likely focus on the new items.

- Even if the items are routine, the administration likely change the context of the budget
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Fiscal Rule Compliance in Peru: Recent
Experience, Lessons, and Challenges

Gustavo Ganiko
Senior Economist
Fiscal Council of Peru

The views expressed in this presentation are those of the author and do not necessarily reflect the official position of the Fiscal Council of Peru

The Peruvian Fiscal Framework

The Fiscal Responsibility and Transparency Framework

Objectives

This framework aims to ensure:

v" Sustainability of public finances
v" Predictability of government expenditure
v" Transparency in public financial management

Fiscal
Sustainability .
Multiannual General principle:
Macroeconomic

Framework
Fiscal policy should support the sustainability of
public finances over the business cycle.
Temporary fiscal deficits may be allowed during
economic downturns, while fiscal buffers should
be rebuilt during periods of favorable economic
conditions.

Fiscal Council of Peru www.cf.gob.pe 2
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The Fiscal Council of Peru

Institutional Features

The Fiscal Council is an independent institution established by law. ]

Board members: Five independent economists with at least 10 years of demonsirated experience in

e & » macroeconomics and fiscal policy.
o~

' 4 N\
Dismissal: Board members may cease to serve only upon expiration of their term (remaining in office until a
successor is appointed), resignation, or duly substantiated serious misconduct.

'.ld Term of Appointment: Four years, renewable once.

. J

- N
@ Economic Studies Department: Full-time professional staff.

N

J\

Access to Information: Guaranteed by law through access to relevant public-sector information.

- A

Fiscal Council of Peru www.cf.gob.pe

Mandate of the Peruvian Fiscal Council

v" The Fiscal Council of Peru is an autonomous public institution that provides technical and
independent analysis of macro-fiscal policy and promotes the transparent and prudent
management of public finances.

v lts mission is to strengthen fiscal transparency and the institutional framework for public
finances.

v" The Fiscal Council began operations in January 2016.
v The Fiscal Council issues non-binding opinions on the following matters:
Macroeconomic projections in

the Multiannual
Macroeconomic Framework

Modification and compliance
with macro-fiscal rules and
subnational fiscal rules.

Evolution of public finances
over the short, medium, and
long term

Methodology for estimating the
structural fiscal balance

Fiscal Council of Peru www.cf.gob.pe
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The Fiscal Council's Opinion Process

Compliance with macro-fiscal rules and subnational fiscal
rules

Macroeconomic and fiscal projections in the MMM

of Peru
F!nance (MEF) formulation process, is submitted to the Fiscal Council.
By June 30 of sach year ‘Within 15 calendar days §  Within 15 calendar days

B The Fiscal Council issues its formal opinion

¥
( -] By July 31 of sach year
Ministry of . The MEF submits the draft of the MMM
. Y Fiscal Council 7
JTITy Economy and CF The draft of the MMM, including the macro-fiscal projections to be used as an input for the budgel

[ Two reports assessing «J The Fiscal Council The Fiscal Councll assesses macro-fiscal projections and submits its formal opinion to the MEF
compliance with the fiscal publishes a formal Including . y analyses, and regarding the MMM draft
rules during the previous opinion on fiscal rule

i : compliance
YRt pUR e : [ By August 31 of each year

€ The MEF publishes the final MMM together with the Fiscal Council's opinion

The MEF decides whether to incorporate the Fiscal Council's suggestions and publishes the
final version of the MMM together with the Council's eflegial opinion

Q The Fiscal Council
monitors the performance of
public finances and may

warm about potential
i " deviat ﬁ_p facal vl The published MMM establishes the expenditure ceiling used for the
Subnational fiscal eviations from fiscal rules. oy public bud

ot
rules The phiblished MM establishes the eailing or the budget formulation of the following year and
defines the non-financial expenditure limitfor the Non-Financial Public Sector.

|~ Macro-fiscal rules (at
the national level)

The Fiscal Council supports fiscal discipline both ex ante, through the assessment of macro-fiscal
projections, and ex post, through monitoring compliance with fiscal rules.

Fiscal Council of Peru www.cf.gob.pe
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Fiscal Rules in Peru
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Evolution of Fiscal Rules in Peru

1999 ———*  Fiscal Prudence and Transparency Law
Fiscal rules based on observable variables
2003 Fiscal Responsibility and Transparency Law
Inclusion of fiscal rules for subnational governments

2013 —— " Fiscal Responsibility and Transparency Strengthening Law

Structural fiscal rules:

— Non-financial expenditure rule of the National Government, consistent with an ex-ante
structural balance target for the Non-Financial Public Sector (NFPS)

— Current expenditure rule (wages and pensions) linked to potential GDP growth rate

2016 — > Fiscal Responsibility and Transparency Framework

Fiscal rules based on observable variables

—  Debt rule for the NFPS

— Overall balance rule for the NFPS

— Non-financial expenditure rule for the General Government
— Current expenditure rule for the General Government

Source: DEM-STCF.

Fiscal Council of Peru www.cf.gob.pe 7

Fiscal Rules: The Current Macro-Fiscal Framework

Fiscal Responsibility and Transparency Framework (Legislative Decree N°. 1276) -
2016

Joint compliance with 4 fiscal rules based on observable variables:
« The NFPS total gross debt must not exceed 30% of GDP
» The NFPS annual fiscal deficit must not be greater than 1% of GDP

= General Government non-financial expenditure shall not be higher than the 20-year average
GDP growth plus 1 percentage point.

* General Government current expenditure, excluding spending on maintenance, shall not be
higher than the 20-year average GDP growth minus 1 percentage point.

Fiscal Council of Peru www.cf.gob.pe 8
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The Fiscal Rules Framework Recorded Three Consecutive Years of Join Non-

Compliance (2023-2025)

Compliance with Fiscal Rules at the National Level

2021-2025

NFPS overall balance

NFPS gross debt

Non-Financial Expenditure
ofthe GG

Current Expenditure of the
GG excluding maintenance

Joint Compliance

Suspended

Suspended

Suspended

Suspended

Suspended

Peru's fiscal framework defines compliance in terms of joint
compliance across the entire set of fiscal rules.

Fiscal Council of Peru www.cf.gob.pe 9
Post-Pandemic Fiscal Consolidation Has Been Insufficient to Return to the Fiscal
Rule Path

Compliance with the fiscal deficit rule
- (% of GDP)
8 Exceptions
el Fiscal deficit (percentage of GDP)
= oube o Structural fiscal deficit (percentage of potential GDP)
6 @ Observed fiscal deficit rule
o oo« Structural fiscal deficit rule Nonshaiphings
Non-compliance e Transitory limits __————
4 73T 1 4 |
1 28 1
I 1 1 2.2
AL ] 1 22
1 L 1 1
1 1 I 1
0y 1 I 1
I 1 I |
1 1 I 1
2 | ! I
I ! [} 1
1 1 I |
il I 1
Iy)ﬂ_ﬂ 1 2001 2002 2003 2004 2005 2006 2007 '\ 2008 2009 J 2010 2011 2012 2013 Llﬂidl 2015 2016 \ 2017 ) 2018 2019 ‘ZDZD 2021' 2022 |_Zl]_13_ ECIZA I 2025
== \( ik W S ¥ -\ o L
Source: BCRP and MEF. Calculations and preparation: DEM-STCF. e . S ri Lt [
I International |, } I, R .‘I
| financil crisis | i Coastal El Nifio : | coviD-1g |
L e s Carm
Fiscal Council of Peru www.cf.gob.pe 10
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Fiscal Rules Have Been Modified Frequently: Six Temporary Modifications and One
Suspension Since 2016
f
Modifications to the fiscal balance rule, 2017-2024
(% of GDP) 2017 2018 2019 2020 2024
25% 23% 20% 15% 1.0%
4
2017 @ rLawN’SDﬁﬁ‘l
35 @37 (activation of the exception clause in response
35 to the Coastal £l Nifio event)
m7 2018 2019 2020 2021
3.0 30% 35% 2% 21% 1.0%
3 y 2.9 24
r
2 019 @ Emergency Decree N° 032-2019
25 Z g 2021 2022 2023
i 21 ﬂ% 18% 16% 13%
- 2.1
z % 2 18 7 r
7 ///// i . 2020 Leglslative Dacree N* 1457
- // (temporary suspension of fiscal rules for
18 / // s 14 2020-2021)
.
1 2021
Frrr R ————— e - 43 2 Emergency Decree N° 079-2021
e e (fiscal deficit imit of 3.7% of GOP for 2022)
05
2022 Law N® 31541
e ; 1 24% 20% 15% 10%
2017 2018 2019 | 2020 2 1 2022 2023 2024 2025 2026 2027 2028
-
e Legisiative Decree N°® 1621
2024 2025 2026 2027 2028
28% 2% 18% 14% 1.0%
‘Source: BCRP and MEF. Calculations and preparation: DEM-STCF.
Fiscal Council of Peru 11
- e = -
Mechanisms for Modifying Fiscal Rules
Formal mechanism established under the Fiscal Mechanisms used in practice outside the fiscal framework
Responsibility and Transparency Framework
Emergency Decree (DU)
Exception clauses (DL 1276, Art. 7)
A Natural disaster or major external shock that impacts revenue. 4. The Fiscal Council issues an ex-post opinion.
Examples: DU 032-2019, DU 060-2021, DU 079-2021
“Ay  When economic activity, due to exogenous factors, requires modifying the fiscal
balance. The Fiscal Council issues an ex-post opinion after the fiscal rules have
been modified.
ﬁ Tax base broadening measures take effect, generaling additional revenue of at
Ieast 0.3% of GOP.
*" Process for applying the exception clauses Legislative Decree (DL}
o The MEF prepares an updated macro-fiscal report Process
s
o The Execulive Branch submits a draft law 1o the Congress of the Republic a
Examples: DU 032-2018, DU 060-2021, DU 0792021
The Fiscal Council s opinion may be Issued ex-ante If requested by the MEF;
o Congress approves the temparary modification of the fiscal rules. nmojr;w:é. itis typically issued ex-post, after the fiscal rules have already been
modified.
=) e temporary modification must oxplicitly provide for a gradual return to the fiscal -
rules’ framework In practice, fiscal rules have frequently been modified through alternative
Under the formal mechanism, the Fiscal Council must issue a non- legal instruments, resulting in the Fiscal Council's opinion being issued
binding ex-ante opinion on proposed modifications to fiscal rules. ex-post rather than ex-ante.
Fiscal Council of Peru ob.pe 12
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Lessons from Recent Experience for Strengthening the Fiscal Framework

1. Fiscal rules are modified too frequently
+ Between 2016 and 2025, six temporary modifications and one suspension of the fiscal rules were approved.
* The Fiscal Council issued an ex-ante opinion in four of these cases.

2. Exception clauses have rarely been used to modify the rules
+ Most modifications were introduced through specific legislation (Legislative Decrees or Emergency Decrees), rather than
through the exception clauses established in the fiscal framework.

3. Modifications to individual rules can undermine the coherence of the fiscal framework

The framework was designed as a set of four complementary rules based on observable variables, whose joint

compliance was intended to approximate a structural fiscal rule.

« Changes to individual rules should be assessed in light of their implications for overall compliance and the coherence of
the fiscal framework.

4. Fiscal rule parameters require periodic review
The parameters that establish the limits of the fiscal rules should be periodically reviewed to reflect structural changes in
the economy and in public finances.

.

5. Correction mechanisms can be strengthened

There is no explicit adjustment path when the deficit and current expenditure rules are breached.

« In practice, the application of correction mechanisms has not resulted in expenditure adjustments consistent with the
compliance with fiscal rules.

.

Fiscal Council of Peru www.cf.gob.pe 13

Why Is Compliance with Fiscal Rules Becoming More Difficult?

Structural factors

« Low fiscal revenues and reliance on volatile revenue sources, including commodity-related and non-recurring
revenues.

Fiscal governance factors
» Rising spending pressures from legislative initiatives with significant fiscal costs.
« Disconnection between budget planning and the implementation of spending measures adopted by both the

Legislative and Executive branches.
« Incomplete fiscal consolidation despite favorable extraordinary and temporary revenue windfalls.

Conseguences

« Fiscal deficits above levels consistent with fiscal rules.
« Three consecutive years of simultaneous non-compliance with fiscal rules (2023-2025).

Fiscal Council of Peru www.cf.gob.pe 14
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Both Observed and Structural Fiscal Deficits
Consistent with Fiscal Rules

Fiscal deficit

i (% of GDP) .
8.7
80
60 S
| Average |
| 2015-2019: |
T

34
29
25 27
; 23 [ 23 i 2z
i Average ! ia e 17
1.3 2010 -2014: |
A0% |
oz T 03
- -

2.0
—2.‘2_‘

4 - N B T N @ N @ & - = A'nn'mnw
ERERfEEERERBERE EEEEE

Source: BCRP and MEF. Calculations and preparation: DEM-STCF.

Fiscal Council of Peru www.cf.gob.pe

Remain Well Above Levels

Structural fiscal deficit
(% of potential GDP)

EEEBERERERERcEEOEREREY
15

Related Revenue Gains

(% of GDP)
23 ' Non-natural resource revenues 23
m Natural resource-related 218 220 221

22 revenues
21
20
19

183

179 181
18
0.6

17
o 173 175 @ 175
15

2001 2002 2003

2004

2005 2007 2008 2009 2010 2011 2012 2013 2014

2015
Note: Natural resource-related revenues refer to tax revenues from mining and hydracarbons. Mining revenues include corporate income tax (advance payments and final settlement), mining royalies, the Special Mining Tax, the Extraordinary
an

betwann total general govemment revenuies and natural resource-related revenues.
revenues are those events (such as proceeds from the sale of

Public Expenditure Increases Have Exceeded Extraordinary and Commodity-

Natural Resource-Related and Non-Resource Revenues, 2001-2025

2016

Mining Levy, and the profit-sharing transfers to regional govemments. Hydrocarbon revenues include income tax (advance payments and final settiement), oil royalties, and gas royalties. Ne

2017 2018 2019 2020 2021 2022 2023 2024 2025

calculated as.

h as SUNAT

g\\rﬁn year. Exracrdinary revenues include both tax and nen-tax com|
Extraotdinary non-iax revenues Include transfers from state-cwned enterprises and other non-lax revenue sources,
Source: BCRP and SUNAT. Calculations and preparation: DEM-STCF.

inary tax revenues Inciud rovenuss rom income tax, VAT, excisa taxes, and other tax revenues (ines, installment payment artangemens, et}

have a significant impact on revenue collections in a

Fiscal Council of Peru www.cf.gob.pe
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Public Expenditure Remained Above Historical Levels Despite the
Withdrawal of Temporary Measures

General Government non-financial expenditure

(% of GDP)
OTotal Non-Financial Expenditure
ETempotary mansifes 24.2 E Average 2021-2025: |
; ©wding temoorary measures gmmmmmmmmmmeaan - H
mhet Ll | Avorage 20112018 | 1 o e
' 20.1% of GDP } B e ) l l
M e ! S * ! Average 2016-2019: | [
i 2010: |
s ol 214 gy L Meweer B8
Lmm e e ) —
20.4 —
200 4198 e 19.8
192 19.5 19.5 19.6
18.2 18.6 —
171

2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025

1/ For 2001-2019, total non-financial expendilure is reported. Beginning in 2020, expenditure is decomposed into temporary measures (COVID-19, economic recovery measures, Con Punche Perd, and emergency spending
related to El Nifio Costero) and expenditure excluding those measures.
Source: BCRP and SUNAT. Calculations and preparation: DEM-STCF_

Consejo Fiscal del Perii www.cf.gob.pe 17

Congressional Spending Initiatives and Fiscal Sustainability

« Article 79 of the Political Constitution of Peru

“Members of Congress may not initiate legislation that creates or increases public expenditure,
except with respect to Congress's own budget.”

+ Problem: In 2021, the Constitutional Court interpreted that Congress does have the power to initiate spending
measures as long as the measure does not affect the current fiscal year's budget, even if it affects future multiannual
budgets.

+ Between 2021 and 2024, 161 laws increasing public expenditure were enacted at the initiative of the Congress,
almost equivalent to the total number of fiscally costly spending laws approved between 2009 and 2020.

+ Subsequent clarification by the Constitutional Court: Congress must comply with the principle of coordination with
the Executive Branch and demonstrate the availability of resources for the implementation of spending measures.

Nevertheless, 67 spending-related laws were approved in 2025 alone, most of them without objections from the
Executive Branch.

The constitutional prohibition formally remains in place, but its interpretation has become significantly
more permissive, contributing to growing fiscal pressures outside the regular budget process.

Fiscal Council of Peru www.cf.gob.pe 18
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Containing Fiscal Pressures from Existing and Future Legislation is Essential

Laws with Adverse Fiscal Impact by Congressional Term and Approval Process, 2006-2026
(total number of laws)

100
80 Permanent Annual Fi cal‘é;;t_-“i 72
! 1 law: 0,01% of GDP '
60
i 45
f : 1 ks
40
\ 36 30 17
2 |
2 e O 0 18 14 18 A | 16
B = — 10 12 8 [ 3] 12 5 |
5 3 En e [ < | 4
o BN | ! | mem i | B | | || |
2006 2007 2008 2008 2010 2011 2011 2012 2013 2014 2015 2016 | 2016 2017 2018 2019 | 2020 2021 2021 2022 2023 2024 2025 2026
2006-2011 2011-2016 2016-2019 2020-2021 2021-2026
= Laws with adverse fiscal impact passed through the regular legislative process BB Laws with adverse fiscal impact passed despite opposition

1/ Includes DEM's preliminary estimate of the cost of pension increases for military and police personnel (PEN 23.7 billion).
Note: Updated as of 25 April 2026. Source: Congress of the Republic, £/ Peruano and Ministry of Economy and Finance (MEF). Calculations and preparation: DEM-STCF.

Fiscal Council of Peru www.cf.gob.pe 19

Spending Laws Enacted by the Current Congress Have Significant Fiscal
Costs

Highest-Cost Laws Enacted During the 2021-2026 Highest-Cost Laws Enacted During the 2021-2026
Congressional Term (Permanent Annual Fiscal Cost) Congressional Term (Total Fiscal Cost)
(% of GDP) (% of GDP)
i dicop | Total Permanent Annual |
18 (11 laws) ! Fiscal Cost i 11,0% of GDP
o ; 2.6% of GDP ; 70 i
12 alinplemented portion 10.0 :::':K:::ncennha in wages and
10 0.8% of GDP b
(2laws) +  Pension increases for military and
0.8 60 police personne! (4.2% of GDP)
- + Bonuses for teacher's lesson
06 D"(_,h:'wznp preparation activities (3 3% of GDP)
04 40 +  Recognition bonus for ONP
- pensioners (3.3% of GDP)
02 20
00 0.0
To be implemented Partially implemented Implemented To be implemented

i In addition, Congress is currently considering more than 400 legislative initiatives that could generate
! significant fiscal costs. Six of these initiatives alone would imply permanent annual costs of 1.4% of GDP and
! temporary costs of 0.4% of GDP.

Source: Congress of the Republic, £/ Peruano and Ministry of Economy and Finance (MEF). Calculations and preparation: DEM-STCF.

Fiscal Council of Peru www.cf.gob.pe 20
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Policy Priorities to Strengthen the Effectiveness of Fiscal Rules

=

Reinforce the credibility and stability of fiscal rules

« Limit frequent modifications to fiscal rule parameters.
« Prioritize the use of escape clauses already embedded in the fiscal framework.
« Strengthen the effective implementation of correction mechanisms following rule breaches.

2. Adapt fiscal rules to structural changes in public finances

+ Periodically review the calibration of fiscal limits.
« Take into account the increasing volatility of fiscal revenues.
+ Preserve the complementarity of fiscal rules and the principle of joint compliance.

3. Contain fiscal pressures originating outside the Budget process

« Strengthen ex ante assessment of the fiscal impact of legislative initiatives.
« Avoid the approval of permanent spending measures without sustainable funding sources.
« Ensure effective compliance with constitutional provisions limiting congressional spending initiatives.

Recent experience suggests that the effectiveness of fiscal rules depends not only on their design,
but also on strong institutions capable of preserving credibility, ensuring compliance, and
containing permanent fiscal pressures.

Fiscal Council of Peru www.cf.gob.pe
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AlIReF has a two-fold role in the assessment of the fiscal framework

Assessment of the compliance to the rules and highlighting inconsistencies in AIReF's Reports
and Studies

Publication of several specific opinions on different aspects related to fiscal rules and

frameworks
Opinion on Opini h Opini
Background Transparency in pinion on the L. Opinion on the fiscal
AlReF Gonoril Budgetary EU fiscal governance Fmoliork
G Procedure reform
overnment

Spain fiscal rules: a multiplicity of rules coexist
with different concepts and designs

There are a variety of fiscal rules in the current Spanish legislation, and compliance with one of them does not ensure
compliance with the rest

Regulalion Fiscal rules GG subjectto applicafion

How isitmeasured? ‘

GG asa whole, and all
LOEPSF Stability target s Deficitlevel
LOEPSF Debtiarget CC ascwhols, anc.de Debtlevel
subsectors
Natfional
legisiation TOEer Nafional SSF excluded. All other subsectors| |Netexpenditure
expenditure rule |included growth rate
RDL 2/2023 Pension A part of S5F (pensions) and CG Net expenditure in
expenditure rule |(passive classes) GDP points
European Regtiation Netrevenue Net expenditure
legislafion (=) expendiiure path GEarawhole growth rafe
2024/1263
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AlIReF’s assessment of fiscal
rules

2 a Historical compliance
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AIReF has compiled the compliance to the national fiscal rules of all different
administration, with varying degrees of compliance per subsector

COMPLIANCE WITH FISCAL RULES BY THE CENTRAL GOVERNMENT 2013-2024
Reglas fiscales 2013 2014 2015 2016 2017 2018 2019 20201 2021 2022 2023 2024

Objetiva de Esmbilidad Presupuesaria (OFF) | x | » | « | « | » | » | = - * The Central Government has met 41%
Regla de Gasto (RG) vl xx]v]el«]x Bl of the fiscal targets

[Objesivo de deuda (OD) S I I A I N I hemsién d g | - | + It has met the expenditure rule only one
Dismncia al OEP " informes cumplimiento 0.4%|-0.1%| 03% | -0.3% | -0.7% | -0.6%|-1.0% fiscats - year, while it has met the debt objective
Disncia en RG  informes cumplimiento 9.8%| 04% | 5.1% |-1.5%] 5. 7%| 7.7% | 1.1% 42% five years

Distancia al OD * informes cumplimiento 04% | 15% | 42% | 07% | 1,1% [ -0.3% ] 0,45

COMPLIANCE WITH FISCAL RULES BY THE SSF SUBSECTOR 2013-2024

Fiscal rules 2021 2022 2023 2024

Budgetary Stbiliy Target (BST) ® owfw e | @ ] @ « The SSF are not included in the

Expendicure Rule (ER) L expenditure rule

Debt target (DT) x v v v v v X o
Distance to BST " compliance reports 02% -03%]-09%| 03% [oase [-03|-rem| « The SSF has met both its targets only
two out of seven years

Distance in ER compliance reports

Distance to DT @ compliancé reports 05%] 0.2% [ 1.9% [ 045 [ 0% [ 0.0%-0.1%

Source AlReF based on MINHAC data

@

AIReF has compiled the compliance to the national fiscal rules of all different
administration, with varying degrees of compliance per subsector

COMPLIANCE WITH FISCAL RULESBY THE AR SUBSECTOR 2013- 2024

Fiscal rules 2013 2014 2015 2016 2017 2018 2019 ‘2020 2021 2022 2023 2024 = The aggregate AR SUbSSCtor fa'"ed to
Budgetary Staolity Target (BST) R A IR comply with at least one of the three
Expenditure Rule (ER) v v [x[v][x]x[x : fiscal rules in every fiscal year
Debt target (D7) v v X v v v v

* While there is a wide variety, most AR
have complied simultaneously with all
three fiscal rules only two or three times
during the period considered

Distance to 85T " compliance reports

Distance in ER ™ compiance reports

Distance fo DT'’ compliance reporis

Fiscal rules 2015 2016 017 2018
Budgetary Smbility Target (BS v v v v v o v
E,:fm:m Ru:,mrg = v | & | & s | ¥ | ¥ | » = + Overall, the LG subsector met all fiscal
Debr arge: (DTF v v v v v v v -] targets, except for the expenditure rule,
Potance to BT complacce reports o0s% | g% | osx | oex | osx [ osn | o3 [ - | which was breached in 2015 and 2019
Distance in £R (1) compliance reports AT% | -13% | 10w | -30% | -o% | 03% | 33%
IDistance to DT (3) compliance reports % 03% 1.9% 01% 04% 06% 0.7% -

Source: AIReF based on MINHAC data

- the e f g o ’
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This poor performance in meeting fiscal targets implies that if the rules had been
met each year, public debt would have stood at around 69% of GDP in 2024

PUBLIC DEBT. ACTUAL DATA VS COMPLIANCE SCENARIO (% GDP) GENERAL GOVERNMENT PRIMARY BALANGE ACTUAL DATA V8

—Historical trend SIMULATION (% GDP)
120 —— Simulation .
1o 20
o o
90 # » / 20
80 +
70 2
-80
@ ~Nom T o o~ W o o = o =™ o« -10.0
S S R s s s 3 s 8 888 8 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024
—Artual  =—Simulation
Sourc
Source: AlReF = <
DIFFERENCES BETWEEN THE SIMULATION AND THE HISTORICAL DEBT PATH,aND s *  Substantial improvements in primary balances, mainly
DISTRIBUTION BY SUBSECTORS (% GDP) for the AR and the CG
3
- s o - + Complying would have meant additional adjustments
b o - %
el N | - L} | l I I I m of between 0.6 and 1.7 percentage points of GDP per
©
102 nel year between 2013 and 2015, years of strong fiscal
- 78 | | consolidation amid an economic crisis
” 242

e ;;'32-- * Questions regarding the feasibility of these
adjustments

3
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1
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Analysis of incoherences
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The rules approved in the budgetary organic law are not coherent between
themselves

Regulalion Fiscal rules GG subjectto applicafion

How is it measured?

o= e The measurement

as a whole, and al -

LOEPSF Stability farget | 7 Deficitlevel va.nables are nol.
consistent. Complying

|:;::::L VOEPSE Debftarget Sjg;scz':o\rr:hole,und all Debtlevel with one does not
ensure complying with

st Nafional SSF excluded. Al ofher subsectors| [Net diture all
expenditure rule |included growth rate

The current European rule has substantial differences with the current
national fiscal rule in the definition of net expenditure

.
The net expenditure

Regulation Fiscal rules GG subject to application

Nafional S National SSF excluded. All other subsectors| |Netexpenditure growth rate variable
legisiation expenditure rule |included growth rate has substantial
differences in the two
E Resy Mt s Net ditu :
uropean (EU) revenuve GG asa whole et expen: re flscal frameworks
legislation 2024/1263 expenditure path growth rate
REFERENCE RATES SCOPE METHODOLOGY CONTROL
i Does not allow for
National fiscal 2025 2026 2027 2028 A," md!vidual deduction of all
Fais 32 | 35 | 34 | 32 administrations except o sures. nor Yearly compliance
SSF !
one-offs
The whole GG. Allows Moditim torm
European T2 N 202 6 ) T A for compensation Allows more valuation: with a
fiscal rule IR 52 A8 30 between deductions 2

control account
administrations

i e ety i

N
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Complying formally with the pension rule does not ensure the expenditure
growth rate of the SSF in line with the European fiscal rule

AIReF just published the

formal compliance with the
Pension A part of S5F (pensions) and CG Net expenditure in . a
expenditure rule |(passive classes) GDP points pension ru'e: while from 2027

additional efforts are needed

Fiscal rules

Regulation GG subject o applicafion

National

legislation RDL 2/2023

European 'I:l;lg)uluﬂon Netrevenue GG asawhale Net expenditure to comply Wit!-‘ the European
legislation 2024/1263 expenditure path growth rate expendlture rule
REFERENCE VARIABLE SCOPE METHODOLOGY . CONTROL
European Net expenditure Entire GG Centred around debt Medium term fiscal
fiscal rule growth rate evolution plan (every 4 years)
Pansionruie Average 2022-2050 in Specific expenditure Does notIncilde dabt Every three years

GDP points aggregate

@

Opinion on the fiscal
framework
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AIReF considers a full fiscal framework goes further than establishing
numerical rules

There is evidence of the importance of the institutional framework in promoting the sustainability of public finances

and economic growth. This explains the European promotion of comprehensive national fiscal frameworks as a prerequisite
for the stability of the euro itself

T New
Set of provisions, procedures, rules and Def:f-.lijtio ot * [Fl Assessing the consistency, coherence and
institutions that form the basis of " Fiscal ‘'Function effectiveness
budgetary policy i Framework i of the national fiscal framework
\ 1
\ ’
N ’

The national framework and its successive reforms
have evolved in step with the European framework, but
without incorporating the specific features of our
economy and administrative organisation, and have
been largely dominated by a partial approach focused

Lack of realism and credibility,
problems of enforceability and even
inapplicability

In the case of Spain, there
needs to be a development of
the legislation ad-hoc to the

reality of the country Poor integration of the decentralised

on rule compliance reality
@ ; o flacal 15
What are the principles of a fiscal framework
Consistency Coherence Effectiveness Applicability

It must be realistic

The different elements Sustainability to-ansure applicabilléy

of the framework are aligned of public finances:
to achieve .

the common objective: A solid analytical basis
) and transparent target-
+ Internal consistency

setting
g . between rules and
* Clear rules applied without coordination across ¢

Predictability and stability

of the framework: In the Opinion, a simulation is

carried out: if the national
framework had been strictly
complied with, public debt would
have stood at around 69% of
GDP in 2024.

+ Anchored in principles
with practical substance

Promotion of ownership of

arbitrariness

Mechanisms that provide

fiscal discipline guidance

even when targets cannot
be set

subsectors

External consistency with
the European fiscal
framework to enhance
certainty and align
diagnoses

commitments

Supervision and correction
mechanisms: greater
automatism, graduality,
positive incentives, escape
clauses

Was compliance a realistic
expectation? Spain was subject
to an EDP and in some years
fiscally unrealistic cutbacks were
required. Main deviations in
2015 and 2019
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AIReF published in 2025 an Opinion on the reform of the national fiscal
framework: reasons for its publication

Problems in the design and
implementation of the national fiscal
framework

2 Entry into force of the new European

Lack of development of the principles
on which the fiscal framework is based

Multiplicity of rules set using non-
transparent criteria and lacking
consistency with one another

Ineffective budgetary supervision and
control mechanisms: formal compliance
and inapplicability

Union fiscal framework

3 Transposition of the EU Directive

Lack of coherence between the European
and national fiscal frameworks, which

increases institutional uncertainty

and weakens its proper application

First steps in implementing the new
framework have not met expectations:

| » MTP: a commitment rather than a
» medium-term fiscal strategy

by 31 December 2025

It would require changes to the
national fiscal framework such as:

+ a medium-term orientation

* an independent analysis of
government forecasting errors

+ role of IFls

+ incorporation of the impact of
climate change into the

budgetary framework

+ No involvement of other GG entities,

Parliament or AIReF

Lack of subnational ownership

- Strict compliance with minimum

Result: low level of compliance with
rules, undermining the effectiveness and

credibility of the fiscal framework

requirements

Opportunity for a thorough

reform of the current national
fiscal framework

The Opinion puts forward proposals to address
the weaknesses shown by the current fiscal framework

Proposals on the general
principles of the LOEPSF

v Further Development of certain general principles: efficiency, effectiveness, institutional
loyalty and transparency:
Mandatory expenditure and revenue reviews instead of non-availability agreements
*  Participation and shared responsibility of Territorial Administrations (strengthening of the CPFF and the CNAL)

= Obligation to publish relevant data: eligible expenditure, reconciliation between budgetary data and national
accounts, cantingent liabilities

Proposals on the system
of fiscal rules and their
allocation

v Review of the system of national numerical fiscal rules in line with the new EU fiscal
framewaork: the expenditure rule at the centre of supervision

¥ Redefinition and greater transparency of allocation criteria

Proposals on
supervision and control
mechanisms

¥ Strengthen the credibility, effectiveness and implementation of preventive and corrective
measures
= Streamline the system of measures
= Predictability, flexibility and a multiannual approach
* Positive incentives
¥ AlReF: adapt its legal and operational framework to the European framework

Proposals on other aspects
of the national framework

| ~_Remove provisions relating to the transitional period

¥ Ownership: MTPs prepared by the Central Government, Social Security Funds,
Autonomous Regions and large Local Governments

¥ Expand the content of the MTP and the Annual Progress Report
v Extend the regulation of the escape clause
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ANNEX: AIReF’s proposals observatory

Click here to get to AlReF’s proposal observatory

Recommendations

4

Throughout the year, AIReF issues recommendations in its reports addressed to the General G nt. These recomir are governed by
the comply or explain principle. In other words, the General Government must comply with them or, if they do net, they must explain why they deviate

from the dation. The General G has one month to respend.

AlReF publishes in the recommendations observatory all the recommendations made to the General Government and the responses provided by
them. AIReF also publishes a quarterly follow-up note on the recommendations issued and the responses received from the General Government.

- All trimesters — v —Year- v Search

José Abascal, 2-4, 27 planta
28003 Madrid
+34 210 100 59%
info@airef.es
www.airef.es
m Autoridad Independiente de Responsabilidad Fiscal (AIReF)
H @AIRef es
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Deliberately searching under the lamp post ?

Brazil's biased fiscal rules and their lessons for Latin
American economies.

2nd OECD Meeting of Latin American Parliamentary Budget Officials

Fernando Moutinho Ramalho Bittencourt
Consultor de Orcamentos
THIS PAPER REPRESENTS ITS AUTHOR'S VIEWS,

NOT THOSE HELD BY THE FEDERAL SENATE
NOR BY ITS LEGISLATIVE BUDGET OFFICE

Consultoria de Orgamentos, SENADO m
Fiscalizacdo e Controle FEDERAL

‘j A warning regarding a serious design
= flaw in fiscal frameworks, exemplified

by the Brazilian experience, and the

risks that may pose to Latin American
countries

To empower parliaments,
PBO “s must do more than

bookkeeping, and discuss
policies and fundamentals

Consultoria de Orgamentos, SENADO -1
Fiscalizacao e Controle FEDERAL _I
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Why bother with fiscal rules at all ?

Fiscal rules are meant to generate fiscal outcomes

rd

Protect some overall financial position for a
given government along a pre-set, multi-
year time horizon (usually net debt balance)

Every other position or variable is a stepping stone to that

Consultoria de Orgamentos, s
Fiscalizacao e Controle F

Protect some overall financial position for a
given government along a pre-set, multi-year
time horizon (usually net debt balance)

On doing so, they ....

w® &

..... must coercively set the
value of some economic
aggregates, limiting  the
discretion of political agents

..... structure public debate
and set policy agendas

Highlighting the issues
they include and “hiding”
the variables that are
absent from them

Otherwise, they
become mere
theoretical exercises

Consultoria de Orgcamentos,
Fiscalizacao e Controle
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..... must coercively set the value of .
L e SN ... structure public debate and set
some economic aggregates, limiting
agendas

the discretion of political agents

For both reasons, effective rules can and should
include in their design all relevant variables that lead
to their ultimate goals,..

...“controllable” or not

All of them affect forecasts and results
All of them have someone to be held accountable

“All relevant variables.... lead to the final result”
: LOAN TRANSACTIONS
Yes
1
1
Partially 1 F/X TRANSACTIONS
Under 1
govt. No - DEBT SERVICE
control ?
]
Yes : “PRIMARY” EXPENDITURE
Yes TAX EXPENDITURE
Yes “PRIMARY” REVENUE
consuiora de Orcamenios TN |
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IN BRAZIL....

FISCAL RULES ARE LOAN TRANSACTIONS
SPECIFIED AND
CONNECTED ONLY TO
“PRIMARY” REVENUES F/X TRANSACTIONS
AND EXPENDITURES

DEBT SERVICE

‘ “PRIMARY” EXPENDITURE
TAX EXPENDITURE
“PRIMARY" REVENUE
kel cNA00 |l

IN BRAZIL....

That is:

LOAN TRANSACTIONS

all but two policy
levers are mobilized

: 3 i F/X TRANSACTIONS
to fiscal sustainability

DEBT SERVICE
THE OTHERS ARE
NOT JUST WASTED,

BUT HIDDEN FROM PRIMARY"” EXPENDITURE

PUBLIC DEBATE AND
POLITICAL
ACCOUNTABILITY

4
0
i
[
0
i
0
i
[
i
I
I
I
0
i

TAX EXPENDITURE

“PRIMARY” REVENUE
|._.:I3m“;§ row:l gEBeIEAOL -I
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Deliberately searching under the lamp post....

L OOKIN G UNDER THE. LAMPPOST

YEDH,
LOST YOUR | LOST THEM OVER
KreYs ? THERE. BUT TVE
LIGHTS RETTER HERE.

sketchplamations

“onsultoria de Orgamentos SENADO -1
Fiscalizacdo e Controle FEDERAL __I

WORSE...

SPECIAL INTERESTS
GET A FREE PASS TO A
SILENT ENCROACHING
ON THEIR MOST
VALUABLE BUDGETARY
SLOTS AT THE EXPENSE
OF SUSTAINABILITY ...

A

FEDERAL |
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Why should Latin America be concerned ?

Brazil - Central government expenditures - % GDP

2014 2015 2016 2017 2018 2018 2020 2021 2022

2023 2024

Latin America, ex-BR - Central government expenditures - % GDP

All “non-primary” items
are quickly growing,
pressing public policies
(who depart from a low
welfare entitlements

° baseline)

Consultoria de Orgamentos, SENADO -1
Fiscalizagdo e Controle FEDERAL |

So, what’'s the point ?

Without public awareness and political
scrutiny induced by fiscal rules, “non-
primary” categories tend to eat up much
needed fiscal space for public policies

Fiscal balances will continue to rest on “the poors’
budget”, while special interests keep enjoying free
passes to increase their take on the public purse (“the

rich’s budget”) through a much lighter decisionmaking
process

Consultoria de Orgamentos, SENADO -1
Fiscalizagdo e Controle FEDERAL |
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fiscal rules should
ideally  start by
composing the
projected trajectory
to the overall fiscal
goal, including all
relevant factors

which would make
transparent each
one’s expected
contribution to the

that might affect it—=

So, what do you propose ?

/
¢
.

rules design should
deploy mandatory
targets to those
variables under
policymakers’ control,
whose assessment

would disclose the
amount of sacrifices
demanded from each
social and economic
actor related to each

intended result

oo i e N .

Consultoria de Orgamentos, S
Fiscalizagdo e Controle F
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Deliberately searching under the lamp post ?

Brazil's biased fiscal rules and their lessons for Latin
American economies.

2nd OECD Meeting of Latin American Parliamentary Budget Officials

Fernando Moutinho Ramalho Bittencourt

Thank you for your time, and feel free to

share any doubts or comments

Consultoria de Orgamentos, SENADO m
Fiscalizacdo e Controle FEDERAL
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