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Introduction
The primary legislation governing all fundamental relations in the construction industry in the 

Slovak Republic is the Commercial Code (Act no. 513/1991 Coll. as amended). This code, which is 
intended chiefly for business entities, dates back to as early as 1991, when the Federal Assembly 
of the Czech and Slovak Federative Republic was still in existence. Since 1993 in particular, when 
an independent Slovakia and an independent Czech Republic came into being, what were at that 
time the new Commercial Code and rules governing legal relations in the construction industry 
(especially those contained in Sections 536 to 565 of the Commercial Code involving provisions on 
the Contract for Work) were expected to be short-lived from the social and legal perspectives. Th 
ere was a tendency to view them more as temporary solutions amidst the creation of a full-fledged 
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market environment. Society was moving from a socialist and authoritative form of governing to 
a modern, market-based economy that ushered in a number of new and previously unknown busi-
ness opportunities. The legislature of what was a fledgling state at that time had no experience 
with regulations that provided full support to private ownership, all forms of doing business and 
a pragmatic attitude of foreign investors. This is perhaps why, albeit somewhat surprisingly, all 
typical elements of a business environment were quick to take root in the Slovak Republic, and the 
Commercial Code and the Contract for Work continue to be (and are likely to remain well into the 
future) stable parts of the legal system and, you could even say, leading elements of the Slovak body 
of laws. While the Contract for Work has undergone only slight changes over the past two decades, 
its perception and interpretation have come a long way. These developments came on the heels of 
an exponential increase in the number of construction projects and related investment activities 
that over the past 25 years have changed several Slovak cities and towns beyond recognition. Espe-
cially western Slovakia and the capital, Bratislava, in particular have seen an outright construction 
boom, as over the course of time large multi-purpose complexes began to be built side-by-side both 
by Slovak and foreign construction companies which were intent on taking control of the newly-
created market. Slovak construction companies have also begun to set their sights on projects 
abroad over the last decade, and several of them (e.g. construction company Doprastav, a.s.) have 
been successful investment-wise in public procurements in surrounding countries on a number of 
occasions. This process has produced several cases that have attracted media coverage and involved 
a failure to abide by or the bypassing of laws, which mainly led to non-transparent flows of funds 
and, naturally, overpricing of construction projects. The text below will seek to provide a concise 
explanation of the rules under commercial law that govern the creation of budgets in construction 
projects in Slovakia while highlighting selected examples when the actions of Slovak or foreign 
construction companies were rightly considered to be controversial from the legal and financial 
points of view, as has frequently been proved by Slovak courts or other statutory authorities. An 
analysis into this state of affairs also yields possibilities for a realistic estimate of where construc-
tion law in Slovakia and its surroundings is headed.

1. Contract for Work in the Commercial Code of the Slovak Republic
The Contract for Work has, from the point of view of application, an extraordinarily large-scale 

use in the Slovak legislation – the basic provision of this contract enables it to be employed for 
all activities that concern the creation of construction projects and construction activities. In the 
early 1990s, when Slovak entrepreneurs lacked sufficient knowledge of the use of the FIDIC rules, 
the Contract for Work along with the Contract of Sale were clearly the most frequently used type 
of contract in the Slovak business environment1. To a great extent, this continues to be the case 
today, as Slovak entrepreneurs feel justifiably much more secure with the rules set forth by the 
national body of laws. In other words, they continue to prefer entering into contracts using the 
Contract for Work as stipulated in the Slovak Commercial Code than to make use of supranational 
rules (such as the aforementioned FIDIC). Against this backdrop, it needs to be made clear that 
the Contract for Work is also included in the other fundamental private-law code of the Slovak 
Republic – the Civil Code. Having said that, those provisions are only intended for non-business 
entities that usually conclude this type of contract with the aim of renovating or constructing 
buildings for other than business purposes (e.g. houses, new apartment buildings, repairs of exist-
ing structures, etc.). The Contract for Work under the Commercial Code is, by virtue of the Slovak 
legislation, designed for business entities including the state; for instance, government contracts 
for construction projects are at all times required to abide by provisions of the Commercial Code. 
In order to ensure appropriate transparency, all contracts signed between the state and its con-
tractors (including when they concern construction projects) are required to be published in the 
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so-called central contracts register2. This register significantly boosts transparency of the use of 
public funds and is another natural step in the economic and legal development of the Slovak Re-
public as a formerly socialist country.

2.  Legislation Governing the Budgeted Price in Construction and Investment Projects 
in Slovakia – Theoretical and Practical Points of View

The legislation of each country should ideally be gradually made more precise and thereby 
improved, particularly when it comes to setting prices and inspections into the drawing of state 
funds. To this end, I will now deal with an interpretation of regulations governing price setting in 
the Contract for Work that, in the Slovak business environment, have given rise to many issues in 
practical application and provoked much public outrage, especially after the global economic crisis 
when public finances are under substantially tighter scrutiny than before.

The core provisions governing price setting in construction and investment projects are to be 
found in Sections 546 and 547 of the Commercial Code. Pursuant to these provisions, the price 
within each construction and investment project may be determined as a fixed price or through 
a price calculated on the basis of a budget calculated in advance. It is only natural for the price of 
property development or major construction projects to be determined using a detailed budget 
calculated in advance that, when involving major property projects, comprises an appendix that 
consists of several hundreds of pages attached to each counterpart of the contract concerned. On 
these grounds, the Slovak Commercial Code allows for a so-called non-binding budget to be agreed 
between the contract giver and the contract acceptor, or contractor, that is designed to enable a fu-
ture adjustment to the price for the work in case a need arises during the performance of the work 
to carry out activities that the contractor could not possibly have envisaged even when exercising 
their professional due diligence. It is in the area of professional due diligence where practical appli-
cation in the Slovak construction industry is accompanied by a number of question marks. There 
is a justified clash of opinions in specialized legal literature as to what may be subsumed under the 
obligation of the contractor (i.e. construction company) to act with professional due diligence, as 
the contractor (construction company) is considered by law to be a professional entity, that is a 
person with a full understanding of the prevailing situation in law and construction and thus has 
the obligation to account for all complications during construction work that may occur during the 
performance of the work.

Before I address selected practical experience of Slovak construction companies in national and 
foreign works contracts, please let me bring your attention to boundaries that must not be ex-
ceeded in adjusting the budget. Slovakia’s legislation governing the Contract for Work allows for 
the price for the work determined in the budget to be increased by 10 percent of the agreed sum 
at most, providing that the construction company has exercised all professional due diligence and 
– as mentioned above – could not, as a consequence, have reasonably assumed that the result-
ing cost of completing the structure would turn out to be higher. Such an arrangement is com-
monplace in the Slovak construction sector when the subject matter of the Contract for Work 
is a renovation of older structures such as churches, historical municipal offices, manor houses 
and so forth. Construction companies and contract givers (as per the examples above, the latter 
being usually the state), as well as courts and case law have agreed over the past few years that 
the complete and final cost cannot be determined objectively until a thorough inspection of the 
structures has been carried out. This usually presupposes the performance of some construction 
work (tearing down some walls, removing plaster from walls or several layers of paint, an in-depth 
review of the underlying soil and thus the building’s stability, uncovering the flexible parts of the 
roof undersides in order to enable the quality of the rafters to be inspected, etc.) that, naturally, is 
not carried out until after the respective Contract for Work is signed. If such ‘uncovered’ activities 
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and the related cost turn out to exceed the 10 percent of the agreed budget, then the parties to the 
contract have two options to consider – either the contract giver withdraws from the contract or 
accept an increase in the price set by the contractor. The first contingency requires that at least the 
work that the contractor has performed before the contract giver pulled out the contract be paid 
in full. In other words, the work will either remain unfinished or the contract giver will seek to find 
another, preferably cheaper, construction company. If the contract giver makes use of the second 
possibility, that is if they accept an increase in the budget by more than 10 percent of the initially 
agreed sum, then they cannot claim a reduction in the price later. In practice, contract givers of-
ten assent to an increase in the budget by 15 to 30 percent on the grounds that the construction 
company in question is well acquainted with project materials, the construction site in general 
and the terms and conditions of the contract. After considering all these variables, contract giv-
ers often prefer to ‘overpay’ instead of running the same risk with another company that would 
enter a project ‘in progress’. The increases in a budget towards the completion of a structure often 
trigger extreme situations, as recently evidenced by the construction of a new building housing 
the Slovak National Theatre in Bratislava, which started as early as the 1980s. It was envisaged 
that this would cost 874 million Czechoslovak crowns (in a ballpark figure at the present-day ex-
change rate and disregarding the inflation rate – this equates to some 3 million EUR) while the 
preliminary final cost based on generally available estimates in 2007 was approximately 5 billion 
Slovak crowns (which is equivalent to some 160 million EUR, excluding inflation in the calcula-
tion). Naturally, such a substantial change to the original cost was partly caused by the extremely 
long period of construction, as the new building of the Slovak National Theatre in Bratislava was 
not opened until 2007, or after 21 years of construction3, as well as the impact of inflation and 
fundamental social and political changes embodied in the revolution in 1989 and the subsequent 
split of the Czech and Slovak Federative Republic and the emergence of an independent Slovakia 
on January 1, 1993. It is not for nothing that this structure has, with some irony, been dubbed ‘the 
oldest newly-constructed building’ in the Slovak Republic.

3. Slovak Construction Companies in Current Business Conditions
A fresh example of a Slovak construction company that, under the influence of optimistic pros-

pects of the 1990s, painted ‘business rainbows brimming with bright colours’ is the aforemen-
tioned joint stock company Doprastav. Positive experience abroad prompted the company, which 
for long retained the leading position on the Slovak construction market, to vie for highly ex-
pensive contracts in Poland that concerned, among others, the Rzeszów – Jaroslaw A4 highway 
section. Following the unfavourable developments in the construction of this highway stretch, 
widely-respected Europe-wide media pointed out that Poland’s Directorate for Highway Construc-
tion consistently drew up poor-quality project materials that failed to consider, by way of example, 
existing engineering networks or the density of construction subsoil. Consequently, Doprastav 
had to tackle a number of difficulties that required many additional construction activities and 
supplies of material beyond the framework of the original agreement. Doprastav later claimed the 
performance of the work and material used through the so-called ‘claim management’, as the con-
tractual relations between Poland’s Directorate for Highway Construction and the Slovak company 
Doprastav was based on the FIDIC rules. As the need to carry out extra construction work and to 
supply additional construction material resulted in protractions of the periods of construction of 
the individual A4 stretches, the Polish contractual partner applied contractual penalties to each 
invoice made out by Doprastav for delays in selected construction work. Doprastav was mired in a 
vicious circle, as problems arising in connection with the construction subsoil triggered increases 
in cost, while Doprastav was faced with a penalty in each of its requests for payment sent to the 
Polish partner for the failure to abide by the previously agreed construction work timetable. Do-
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prastav then found itself in serious financial woes that had no precedence in the company’s earlier 
history. When reporting on Polish construction projects, Slovak media even wrote about the ‘Pol-
ish Downfall of Doprastav’4. The course of events in Poland sent Doprastav into restructuring, and 
this Slovak construction company faced a real possibility of demise after close to two decades with 
a rich history of construction success both in Slovakia and elsewhere. During the restructuring 
proceedings, Doprastav’s creditors lodged claims worth approximately 450 million EUR, of which 
some 190 million EUR was accepted by the restructuring trustee. As per Doprastav, penalties and 
fines from construction projects in Poland accounted for the overwhelming majority of rejected 
claims. As far as the accepted claims are concerned, bank guarantees made up nearly 150 million 
EUR of the total, while liabilities from the course of trade towards Slovak partners accounted for 
only some 23 million EUR5. In connection with the facts under review, I must say that the same 
kinds of problems in construction in Poland that arose on the back of communication with Po-
land’s Directorate for Highway Construction were often the subject of news items by the weekly 
magazine The Economist and the Bloomberg and Reuters news agencies.

4. Conducting Major Construction Projects in Slovakia
A construction project that garnered similar media coverage in Slovakia to the ‘Doprastav case’ 

was the reconstruction of the Ondrej Nepela ice-hockey arena in Bratislava in anticipation of the 
IIHF Ice-hockey World Championship in 2011. Initially and for a long period of time, the Slovak 
Government was hesitant as to whether it should approve the building of a brand new arena on 
the outskirts of Bratislava as Slovakia’s capital or decide for reconstructing an old arena in the city 
centre. After an extensive discussion within all parliamentary political parties as well as among 
experts, the Government moved to endorse the latter option, or to reconstruct the existing ice-
hockey arena instead of starting a new one from scratch. One of the chief lines of reasoning lay 
in a substantially lower cost of the reconstruction, which – at the initial, demolition stage and 
early construction stage – was estimated to reach around 40 million EUR. This was according to 
a statement by the Slovak Education Ministry dated April 14th, 2010, based on which the then 
Education Minister and the then mayor of Bratislava inked an agreement on a subsidy from the 
state budget. Under this agreement, the Education Ministry was to earmark approximately 26.5 
million EUR as per the documentation submitted as evidence for the justified character of the re-
quested funding towards the reconstruction of the ice-hockey arena6. After several modifications, 
the total projected cost was presumed to reach a surprisingly high figure – 75 million EUR. Shortly 
after the IIHF Ice-hockey World Championship, however, 135 members of the Slovak Parliament 
(that is, including support from Opposition parties) voted for a probe into the funding of the re-
construction of the Ondrej Nepela Ice-hockey Arena in Bratislava by having the inspection carried 
out by Slovakia’s Supreme Audit Office. This was primarily due to the fact that, once the ice-hockey 
tournament was over, it transpired that the arena’s reconstruction ultimately cost over 96 million 
EUR. The difference in the cost between initial projections and the actual final figure was a lesson 
for the Slovak Government and potential foreign investors who, understandably, tread carefully 
vis-a-vis a possible construction failure and potential negative reaction that an increase in the 
cost may elicit and that may then circulate in unrestrained fashion especially among the online 
editions of major European periodicals. The Slovak Government exhibits a similarly wavering at-
titude when mulling over multiple versions of proposals for the construction of a national football 
stadium, which reflects badly not only on Slovak sports, but also on Slovakia as a European Union 
member country.
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5. Conclusion
Slovak construction companies as contractors, of the one part, and the Slovak Government as 

a contract giver of the other part, are learning the hard way in construction projects even close to 
a quarter of a century after independent Slovakia came into being. Construction and investment 
projects within the country for a long time made use of the Contract for Work as regulated by the 
Commercial Code, but, for obvious reasons, foreign investors lacked sufficient knowledge about 
this and preferred the FIDIC arrangements instead. On the other hand, Slovak businesses (the 
previously mentioned Doprastav) lacked sufficient experience with the application of the FIDIC 
rules and, as a result, some construction companies, found themselves in a ‘pre-bankruptcy stage’. 
Slovak construction law, property developers and investment and construction activities have 
reached a stage at which, based on their empirical experience (at times painful), they are all but set 
gradually to gain a firmer foothold when it comes to the pitfalls of international contractual rela-
tions in particular, which pose what appears to be a suitable alternative comprising the use of the 
FIDIC rules and an arbitration clause of an independent and qualified arbitration court that would 
preclude a tendentious perception of facts by general courts in the country of the contract giver.

Footnotes:
1.  A provision of Section 536 of the Slovak Commercial Code, second paragraph, reads as follows: Work shall be understood 

to mean the execution of a certain item unless it falls within the scope of a contract of sale, the assembly of a certain item, 
maintenance thereof, the performance of a repair or modification of a certain item based on an agreement or a tangible 
result of another activity. Work shall always be understood to mean the execution, assembly, maintenance, repair or modi-
fication of a structure or part thereof.

2.  The Central Contracts Register containing contracts concluded with the state is subject to public scrutiny in Slovakia, in-
volving free access to the contents of the website https://www.crz.gov.sk.

3.   To learn more about the price of the construction of the Slovak National Theatre’s new building in Bratislava, see, for example: 
http://www.sme.sk/c/3200441/novostavba-snd-nie-je-dokoncena-meskaju-aj-skusky.html or http://www.bratislavskeno-
viny.sk/najnovsie-spravy-z-bratislavy/kultura-skolstvo/novostavbu-snd-napokon-otvoria-14.-aprila-2007.html?page_
id=3988

4.  The widely respected Slovak weekly Trend used the expression „Polish Downfall of Doprastav” in one of its issues in April 
2014 (http://www.etrend.sk/trend-archiv/rok-2014/cislo-13/polska-skaza-doprastavu.html). Against this backdrop, it is 
worth citing a statement by analyst of Polish consultancy PMR for construction Katarzyna Bednarz that was published in 
the Slovak media on April 7, 2014: „It’s well known that the relations between Polish suppliers and this investor are very tense, 
and it’s difficult to say who is to blame. Project documentation often isn’t of high quality, which requires modifications during the 
performance of work. Such modifications result in additional costs and time requirements, which isn’t always accepted by the in-
vestor. The analyst’s statement is available, for example, at: http://www.vyvlastnenie.sk/clanok/a/polska-skaza-doprastavu).

5. http://ekonomika.sme.sk/c/7502796/veritelia-schvalili-doprastavu-plan-ozdravenia.html
6. https://www.minedu.sk/zmluva-o-poskytnuti-dotacie-na-rekonstrukciu-zimneho-stadionu-ondreja-nepelu-v-bratislave-
podpisana/
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