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ltem 1 — Detail on our assessment of fiscal rules

The net spending rule

€ billion unless stated otherwise

2021 2022 2023 2024 2025 2026 2027
How the net spending rule is assessed
Total spending " 75.9 88.8 Q4.7 1024 1054 1124 1180
plus assumed overrun 1.0
less one-offs for costoHiving supports ¥ 3.1 2.1 2.5
Total spending less one-offs 85.8 Q2.6 99.9 106.4 1124 118.0
less net impact of revenue measures 0.0 0.4 0.3 0.7 0.2 0.4
less new revenue-raising measures 0.2 0.4 0.9 04 0.2 0.2
less estimated impact of fiscal drag ! 0.5 1.0 1.0 1.0 1.1 1.0
plus new revenue-reducing measures 0.9 1.4 1.8 1.8 1.3 1.2
net carryover impact of old measures 1°! 0.2 0.4 0.2 0.3 0.2 0.3
Total net spending 85.7 92.1 99.7 107.1 112.2 1177
Single-year assessment ©
Total net spending Chgnge in % 13.0% 7 A% 7 7% 7 2% 5.4% 4.7%
5% path 5% 5% 5% 5% 5% 5% 5%
Cumulative assessment since 2021
Total net spending 759 85.7 Q2.1 Q9.2 106.4 112.2 117.4
5% path 759 797 83.7 87.9 Q2.3 Q6.9 101.7
Cumulative gap 0.0 6.0 8.4 11.3 14.1 15.3 157
Cumulative gop in % 0.0% 7.6% 10.1% 12.9% 15.3% 15.8% 15.5%
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Summary fiscal rules assessment
% of GDP

2024 2025 2026 2027 2028 2029 2030

Corrective Arm

General govemnment balance 4.5 1.7 1.4 1.1 1.6 1.5 1.4
General govemnment balance Limit -3.0 -3.0 -3.0 -3.0 -3.0 3.0 3.0
v v v v v v v
General government debt 41.4 37.9 36.0 34.8 34.0 33.1 31.7
Debtto-GDP rafio Limit 60.0 60.0 60.0 60.0 60.0 60.0 60.0
v v v v v v v

Preventive Arm & Domestic Budgetfary Rule

MTO for the structural balance 0.5 0.5 0.5 0.5 0.5 0.5 0.5
Structural balance 1.3 0.8 0.7 0.6 1.1 1.2 1.3
v v v v v v v

Sources: CSO; Department of Finance; and Fiscal Council workings.

Notes: All figures are presented on a general government basis. Assessments are based on the latest Department of Finance projections of
revenue, expendifure, potential output, and the output gap. We use the Council’s principlesbased approach for assessing the Domestic
Budgetary Rule and we reflect the Council's own views on what consfitute one-off or temporary items. The medium-term objective (MTO) is

assumed constant at =0.5% of GDP for each year.
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https://www.fiscalcouncil.ie/wp-content/uploads/2019/08/Box-A-Principles-Based-Approach-to-the-Budgetary-Rule.pdf

The new EU fiscal rules may not work well for Ireland. For one, they rely heavily
on GDP. This fails to recognise that GDP is not a good measure of national
income for the Irish economy. ! Ireland's debt ratio, when measured on a GDP
basis is low and projected to stay below 60% of GDP. A second issue is that the
rules do not freat some of Ireland’s corporation fax receipts as exceptional despite
their high concentration and the risk that they could fall suddenly and sharply. If

these high-risk receipts disappeared, Ireland would be running a deficit.

Here, we assess the rules on a GNI* basis and exclude excess corporation tax

receipts.

Summary fiscal rules assessment (alternative assessment)
% of GNI*

2024 2025 2026 2027 2028 2029 2030

Corrective Arm

General government balance* 2.0 1.7 2.0 -1.9 -1.8 -1.9 2.1
General government balance Limit -3.0 3.0 3.0 3.0 3.0 -3.0 -3.0
General government debt 69.1 63.8 61.0 59.5 58.6 57.8 55.9
Debtto-GDP ratio Limit 60.0 60.0 60.0 60.0 60.0 60.0 60.0

Preventive Arm & Domestic Budgetfary Rule

MTO for the structural balance 0.5 0.5 0.5 0.5 0.5 0.5 0.5
Structural balance 2.2 2.7 2.8 2.5 2.3 2.2 2.2

Sources: Department of Finance; and Fiscal Council workings
Notes: All figures are presented on a general government basis. Assessments are based on the latest Department of Finance projections of
C ¢

pts and the output gap, as well as the Council's projections for pofential GNI*. We use

revenue, expenditure, windfall corporation tax
the Council’s principlesbased approach for assessing the Domestic Budgetary Rule and we reflect the Council's own views on what

constitute one-off or temporary items. The medium-erm objective (MTO) is assumed constant at =0.5% of GNI* for each year.

"It includes the profits of foreign multinationals which are not available for use by lrish residents. Huge

worldwide exports by foreign multinationals are accounted for in Irish exports underpinning GDP. The
gap between GNI* and GDP has grown to over €200 billion. This means that Ireland's debt ratio
relafive to national income is understated when scaled against GDP. For more on the EU rules, see the
Council's 2024 Briefing Note.
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https://www.fiscalcouncil.ie/wp-content/uploads/2019/08/Box-A-Principles-Based-Approach-to-the-Budgetary-Rule.pdf
https://www.fiscalcouncil.ie/wp-content/uploads/2024/10/Briefing-on-New-EU-Fiscal-Rules-Fiscal-Council-at-Select-Committee-on-Budgetary-Oversight-23-Oct-2024.pdf

Net expenditure path (Fiscal Council assessment)

€ billion
2023 2024 2025 2026 2027 2028 2029 2030
Total Expenditure ! 115.9 125.3 131.3 139.0 1457  153.3 160.8 167.8
Plus assumed overruns 2 1.0
Less Inferest 3.4 3.1 3.5 3.3 3.8 4.2 4.8 54
Less EU cofinanced current spending 0.5 0.6 0.6 0.7 0.7 0.4 0.3 0.3
Less Cyclical unemployment expenditure 0.4 0.1 0.0 0.1 0.1 0.1 0.1 0.1
Less Expenditure funded by transfers from the EU 2.1 1.9 2.0 1.8 1.7 1.5 1.4 1.4
less One-off expenditure items ©°! 2.1 2.5
Adjusted expenditure 108.2 117.4 126.2 133.2 1397 1473 154.2 160.6
less Discretionary revenue measures ! 0.4 0.3 0.7 0.2 0.4 0.6 0.5 0.0
Nationally financed net primary expenditure 1077 1172 1270 1330 1393 1466 1537 160.6
Single-year assessment
8.3% 8.1% 5.4% 4.6% 5.0% 4.4% 4.1%

Nationally financed net primary expenditure growth

Sources: CSO; Department of Finance; and Fiscal Council workings.

! Total expenditure refers to general government expenditure. The 2023 figure reflects the outturn reported by the CSO. This was published

on 21 October 2024, after Ireland’s medium-term fiscal and structural plan was submitted to the European Commission. The figures for

2024-2030 reflect forecasts by the Department of Finance.

2The overrun in 2025 assumes spending in 2025 is €1 billion higher due to current spending overruns in 2024 carrying forward and being

repeated, rather than falling out as Budget 2025 assumes.

3 One-offs here are based on the Council's assessment of costofiving items that are temporary. Costs related to Ukrainian supports and

supports for infernational protection applicants are included in total spending as they persist in the Government's projections.

4 Revenue-raising measures (such as tax increases| can be used fo offset bigger spending increases, whereas revenue-reducing measures

[such as tax cuts] would lower the scope for spending increases. Estimates of revenue-reducing and revenueraising measures are those

judged by the Fiscal Council.

Nationally financed net primary expenditure¢

> The growth rates for “nationally financed net primary expenditure” are equal fo PRI p—— 1
Net expenditure path (Department of Finance assessment)
€ billion
2023 2024 2025 2026 2027 2028 2029 2030
Total Expenditure 1154 1253 131.3 139.0 1457 153.3 160.8 167.8
Less Inferest 3.4 3.1 3.5 3.3 3.8 4.2 4.8 54
Less EU cofinanced current spending 0.5 0.6 0.6 0.7 0.7 0.4 0.3 0.3
Less Cyclical unemployment expenditure 0.1 0.0 0.0 0.1 0.2 0.2 0.2 0.2
Less Expenditure funded by transfers from the EU 2.1 1.9 2.0 1.8 1.7 1.5 1.4 1.4
Less One-off expenditure items
Adjusted expenditure 1094 1198 125.2 133.3 139.8 1474 1544  160.9
less Discrefionary revenue measures ! 0.0 0.3 0.7
Nationally financed net primary expenditure 109.4  120.1 1259 1333 1398 1474 1544 160.9
Single-year assessment
Nationally financed net primary expenditure growth 9.8% 5.1% 6.5% 4.9% 5.4% 4.7% 4.2%

Source: The Government's national medium-term fiscal and structural plan

' The Department of Finance report only those discretionary revenue measures above 0.1 per cent of GDP in 2023, 2024 and 2025.

2 The growth rates for “nationally financed net primary expenditure” are equal fo

50f9Q

Nationally financed net primary expenditure

Adjusted expenditures—q
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ltem 2 — Our “Stand-Still” estimates

Stand-Still costs are estimates of how much public spending will have to rise by in
future to maintain existing supports and services, while allowing for demographic
changes and price pressures. They assume social welfare and public sector pay

rise in line with general wages. Ultimately, this is a policy choice, and the

approach assumes no efficiency gains in how public services are provided.

The Council’s “Stand-Still” estimates

€ billion, gross voted expenditure basis

2026 2027 2028 2029 2030

Govemnment's current spending increases 57 4.8 5.1 53 5.6
Qur estimates of “stand-still" costs 4.8 4.5 4.8 4.9 5.0
of which Demographics 1.7 1.5 1.7 1.6 1.7
of which Prices and wages 3.1 3.0 3.2 3.2 3.4

Broken down by key area

Education including the National Training Fund 0.4 0.3 0.4 0.4 0.4
Health and longterm care 1.6 1.6 1.7 1.7 1.7
Stafe pensions 1.2 1.3 1.3 1.4 1.4
Public Sector pensions 0.3 0.3 0.3 0.2 0.3
Other social welfare payments 0.6 0.5 0.5 0.5 0.5
Rest of gross voted spending 0.6 0.6 0.6 0.6 0.7

Due to demographics

Education including the National Training Fund 0.0 0.1 0.0 0.0 0.0
Health and longterm care 0.9 0.9 0.9 1.0 1.0
Stafe pensions 0.5 0.5 0.5 0.6 0.6
Public Sector pensions 0.1 0.1 0.1 0.1 0.1
Other social welfare payments 0.3 0.1 0.1 0.1 0.1

Due fo prices or wages

Education wages 0.4 0.4 0.4 0.4 0.4
Education prices 0.1 0.1 0.1 0.1 0.1
Health wages 0.4 0.3 0.4 0.4 0.4
Health prices 0.4 0.3 0.4 0.3 0.4
State pension 0.7 0.8 0.8 0.8 0.9
Public Sector pension 0.2 0.2 0.2 0.2 0.2
Social Welfare (excl. pensions) 0.3 04 04 04 04
Rest of gross voted spending wages 0.3 0.3 0.3 0.3 0.3
Rest of gross voted spending prices 0.3 0.3 0.3 0.3 0.3

Sources: Budget 2025, and Fiscal Council workings.

Notes: For 2025, the public sector pay deal is incorporated. For 2026, economy-wide wage growth is used as the pay deal
only applies for half the year. These esfimates are only based on gross voted spending and as a result are lower than
esfimates included in the Fiscal Council's “Finance Minister The Game” which was based on general government spending.
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The Council’s general government “Stand-Still”
estimates

€ billion, general govemment basis

2026 2027 2028 2029 2030

Our estimates of general government “stand-still” costs 6.0 5.6 5.9 6.0 6.2

Broken down by key area

Public sector pay and pensions 1.6 1.5 1.6 1.6 1.7
Stafe pension 0.7 0.8 0.8 0.8 0.9
Other social welfare 0.7 0.8 0.8 0.8 0.9
Demographics 1.7 1.5 1.7 1.6 1.7
Other price pressures 1.1 1.1 1.1 1.1 1.2

Sources: Budget 2025, and Fiscal Council workings.
Notes: For 2025, the public sector pay deal is incorporated. For 2026, economy-wide wage growth is used as the pay dedal
only applies for half the year.
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ltem 3 —How the official tax forecasts are made

This section shows how the Government's official tax forecasts are made.

We break down the yearly tax projections so as to better understand how the

forecasts are arrived at.
The annual changes in taxes broken down info:

1) “macro” drivers — the part of the forecast driven by growth in the relevant macro
driver. A macro driver can be something like wage growth in the case of income

fax, given that income tax is sensitive to how this evolves.
2) "one-offs” — non-recurring items that affect receipts.

3) "policy” changes, such as government decisions to cut or increase taxes. For
income fax items, like PAYE and USC, this does not include the yield from higher
wages. Instead it focuses on specific discretionary changes in tax policy, like rate

reductions or a widening of bands.

4] "warehousing” the net impact of warehousing of taxes from 2020 - 2022, with
repayments from 2022-2029.

5) "carryover” effects — policy impacts that are carried over from previous years.
0) "other” effects — other potential elements affecting the forecasts, including
judgment applied by the Department of Finance. It is calculated as the difference

between the Fiscal Council’s infernal forecasting exercise and the Department of

Finance's own forecasts.
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How the official tax forecasts are constructed

€ billion, year to year changes

Corporation fax

15

10

2024

2026

2028

Pay-as-you-earn income tax

4

3

Excise duties

0.8

0.6

0.4

0.2

0.0

0.2

Qof @

2030

2024

2024

2026

2026

2028

2028

2030

2030

0.5 -

Value Added Tax
2 -

1
2024 2026 2028 2030

Universal social charge

0.5 -

0.0

2024 2026 2028 2030

B Macro driver
One-offs
Policy
Warehousing
Carry-over

Other / judgement



