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1. INTRODUCTION

Economic and Fiscal Policy Guidelines is a docunmepared by the Government of the
Republic of Croatia which defines medium-term figualicy trends. The Guidelines presents
the first step in a comprehensive budget plannnoggss as it delivers realistic economic and
fiscal trends, based on which the budget is thawdrmup.

Under the Budget Act (OG 96/03), the provision afide 18, the Ministry of Finance is in
charge of drafting the Economic and Fiscal Poliaydglines for a three-year period, which
are adopted in a session of the Croatian GovernrRemsuant to the Act, the Economic and
Fiscal Policy Guidelines must contain:

* Premises for socio-economic development for thegbtiggear and the following two
years,

» Basic indicators of Croatia’s fiscal and econonotiqy,

* An estimate of revenue and expenditure, and receaipd expenses at all levels of the
budget of the Republic of Croatia,

* A framework proposal of the scope of financial psatording to beneficiaries of the
budget for the preceding, current and the followlngiget year, and for the ensuing
two years.

The practice of drafting Economic and Fiscal Pol@®yidelines complies with the best
practices of developed countries, and it provettiefit in ensuring rational frameworks for
implementing fiscal policy and direction it is tollbw. The projections of budget categories
in this fiscal-economic framework must conform ®&rtain requirements in order to ensure
the planned direction of fiscal policy. In that ¢ext, fiscal projections are based on several
important determinants:

* Envisaged economic activity that will result in thevel of budgetary central
government expenses as projected,

* The level of expenses as projected must provide f@tional administering of funds,
and as full as possible compliance with all requieats,

* The ratio of the budgetary central government raeeand expenditure must provide
for further fiscal adjustment.

Economic and Fiscal Policy Guidelines for the Rer2®08 — 2010 were drafted based on
these main determinants. It should be noted thatGhidelines are based on the goal of
Croatia’'s accession to the European Union in 2089, medium-term macroeconomic
projections were drawn up accordingly. Howeverhwitthe framework of fiscal projections,
the financial package and the European Union fuardsnot included in these Guidelines as
they are the subject of the negotiating processhvisi under way.



2. MEDIUM-TERM ECONOMIC AND FISCAL POLICY GOALS

Strategic goals of the Croatian Government areecedtl in fostering high economic growth
rates that will be sustainable in the long-termiqeerand further reduction of unemployment
and increase of employment, i.e. growth of the ddiaah of living of the Croatian citizens and
strengthening the competitiveness of the Croatieonemy based on knowledge. In that
context, medium-term economic and fiscal policgireed at achieving the following goals:

» Continuation of accelerated economic growth;

* Reducing unemployment and increasing employment;

* Reducing the budget deficit with a tendency to hedathe budget;
» Decreasing public debt and stabilisation of foreigit.

The key determinant of the entire economic polityhe previous period was a strong fiscal
adjustment whereby the fiscal deficit was reducgdnore than twofold in just three years,

from 6.2% of GDP in 2003 to 3.0% of GDP in 2006dal adjustment will continue in 2007

by decreasing the deficit by additional 0.4 peragatpoints. The importance of the years
2006 and 2007 must be underlined because it wafirgid¢ime that changes in the budget
were adopted whereby the target deficit was reducextder to achieve a more significant

adjustment of public finance with the current maoanomic trends.

Reduction of deficit is a result of fundamental aging and improvement of the public
finance system in Croatia, whereby the fiscal poleas improved to reach the level of
current European practice. The transparency ofipfibance increased in the past years, and
systematic strengthening of budget managementedtaniat will continue in the future in
order to ensure long-term fiscal stability. In thaintext, it is important to note the
systematisation of the State Treasury and opetglufi the single account of the Treasury
through which all expenses of budget beneficiages channelled. Along with the single
account, the setup of budget analyses, daily liguidonitoring, measuring of fiscal effects,
careful planning of budget execution during theryemd the setting up of an Internal
Financial Control Department ensured a rational effidacious spending of the taxpayers’
funds. Also, the entire process of budget planmiag taken to a higher level thus providing a
realistic view of the fiscal categories and dinegtithe funds to important development
programmes and the citizens’ social rights. Thesuess related to the expenditure side are
accompanied by the strengthening of tax administratwhich significantly improved the
control over revenue collecting and enabled pehetranto grey economy.

Improvement of the public finance system in Croasablished a strong basis for a rational
and efficient implementation of the fiscal policymad at reducing the fiscal deficit.
Continuation of structural reforms which are begagried out in different areas of the socio-
economic sphere, along with the measures withinfideal system, will certainly have a
positive impact on fiscal deficit trends in the hemedium-term period. Consequently, the
policy of fiscal adjustment will continue, and by1D it will effect budgetary central
government balance, i.e. general government deéaiounting to 0.5% of GDP. By
implementing this fiscal policy Croatia is follovgrmodern world trends, and positions itself
alongside economically most developed Europeantdesnlt is important to emphasise that
the reduction of deficit will be the result of sttural measures and fiscal adjustment alone,
and not of the increase or introduction of new $atteat would present an additional burden
for the citizens and the economy.



The importance of the fiscal policy which is aimededucing fiscal deficit is reflected in its
positive impacts on public and foreign debt treridergenerational solidarity must constitute
the basis of economic policy in any state. Creatingnvironment where the funds are spent
irrationally and excessively would most certainlwalve borrowing for the purpose of
settling such spending, and it would create a burfde the future generations who would
have to pay off this debt with interest. Hence plodicy of deficit reduction has a positive
impact on the reduction of the share of public dabgross domestic product, which was
recorded in 2006 and is to continue in the comiegod. Likewise, state orientation on
financing the accumulated deficit on the domestickat had a positive influence on the total
foreign debt, because in the last two years thie $tas been the only sector that nominally
reduced the level of its foreign debt. With regardhis policy and trends in macroeconomic
environment, it is planned to reduce the share fatta’s foreign debt in gross domestic
product in the medium-term period.

A significant characteristic of the borrowing pglion the domestic market is the contribution
of the state to further development of the domefstiance market. A greater presence of
treasury securities and issuing new types of seesirprovides an additional stimulus and
deepens domestic capital market. The state infeetivze development of the finance market
by enacting a modern legislative framework. A seé acts were passed that regulate the
area of insurance, investment funds, lease andtaratbns, the system of supervising the
non-banking sector was unified by establishing @neatian Financial Services Supervisory
Agency (HANFA), the areas of financial insurance¢a@unting and takeover of joint stock
companies are currently being regulated, while dheas of insurance of deposits, credit
institutions, payment systems, securitisation andnicial conglomerates are to be regulated
shortly. Completion of the entire legislative franogk will promote further development of
the financial system and the market, new businggmrtunities, and it will also provide
greater protection of the consumers, investors,ahdr market players, and it will likewise
ensure the presuppositions for entering the Europé@on market. Additional stimulus to
the finance market in Croatia was provided by ## year's second phase of privatisation of
the oil company INA, which was conducted throughimitial public offering in which a
number of Croatian citizens took part.

Continued privatisation of the state portfolio rénsaa priority in the context of strengthening
the private sector and reducing state presencehén economy. The entire economic
development of Croatia in the past years and overainomic policy have been based on
promoting greater presence of the private sectdr @ivate initiatives. This policy, along
with other measures, implies the carrying out striecturing and modernisation of inefficient
companies in shipbuilding and railway line of besis, and completion of privatisation in
order to increase the presence of the private sestd to ensure an increase in productivity
and greater competitiveness of Croatian companies.

Along with privatisation and reducing state invotvent in the economy, strengthening of the
private sector will be supported by additional podion of small and medium-sized

enterprises. Taking into consideration that therer@roatian economic policy is based on
establishing the private sector as the main drifarge behind economic growth, in the next
period the state will continue to further stimuldtee development of the entrepreneurial
sector through various incentive programmes, budgetl the Croatian Bank for

Reconstruction and Development (HBOR), and by déstabg of the new free trade zones.
Orientation of companies toward export and theipagsion to the foreign markets will

receive additional incentives.



State policy aimed at establishing the foundatfonsa stronger development of enterprises is
reflected in further improvement of the businesmate which will, amongst other things,
contribute to attracting greater foreign directastments. Thus, after having introduced the
service Hitro.hr with electronic services such dsaéastar, e-PDV, e-Regos and e-Pension,
introduction of IT technology in the entire statédmanistration will continue in order to
reduce, simplify and shorten the duration of proced. The goal is to bring state
administration closer to the citizens and entrepues, to remove administrative barriers, and
to increase the transparency of procedures thatregult in narrowing possible corruption.
Also, within the framework of the entire state adisiration reform, measures will be
implemented in order to establish an efficient,f@ssional and politically unbiased state
administration.

Regarding the investment climate and securing tihe of law, one of the priorities in the
coming period will also be further strengtheningtbé judicial system and fight against
corruption. Reform of the judiciary will in partitar be aimed at modernisation and increase
in the efficiency of courts, improvement of casenagement, and full digitisation of land
registers. Likewise, in accordance with the adofdational Anti-Corruption Programme, all
competent bodies of executive government will wjorftly to fight corruption in the state.

A more favourable investment climate will attracbna foreign investors who will bring new
types of knowledge and technologies. Moreover,ilit @ncourage the Croatian citizens and
entrepreneurs to embark on new business projedt®atnepreneurial undertakings that will
jointly contribute to economic growth. However, th@te will continue, to a degree, with
active contribution to economic growth through lent capital investments in infrastructure,
which is the main premise for economic developméhe goal is to continue interconnection
of all Croatian regions and to ensure water andsgagly for all the areas in the country. A
uniform development of all Croatian regions wilhmain one of the priorities in the coming
period. In addition to the strengthening of thecdisposition of local units by a more just
system of financing, additional investment will beannelled into regional development
programmes related to ports and islands, and #esasf special state concern. Likewise, an
important segment of investment will be the enesggtor so as to increase efficiency and
secure energy stability. Special attention willgaed to environmental protection seeing that
only environmental protection guarantees a longitdevelopment of the state and quality of
life to the Croatian citizens.

Within the context of securing a decent standardfeffor the Croatian citizens, the entire
economic policy will be based on the principle afcial justice and care for the most
endangered groups of citizens. In the coming penmde funds will be secured from the
budget for the young, child-bearing women, famjliear veterans, unemployed, pensioners,
and all people of lower economic standing. Relatmthe measures for increasing maternity
benefits and child allowance, demographic policydradsing the current negative
demographic trends in Croatia will continue. Thérersystem of social benefits will become
more efficient so as to improve the focus on stcrabst endangered persons by establishing
the criteria for a fairer distribution of funds. i@em of the healthcare system will continue in
order to achieve a more rational operation of heale entities, and to improve the quality
and availability of health services. Furthermoréhva view to ensuring a just pension system
while maintaining fiscal sustainability, additiorfahds will be allocated in order to equalize
the pensions of the “new” and “old” pensioners. rkrdhe beginning of this year,
unemployment benefits have already been raised H&K 1,000 to HRK 1,200 per month.
Moreover, in order to reduce unemployment in Ceodlie promotion of the employment
policy will continue along with the already familimeasures included in the National Action
Plan for Employment. Due to a visible discrepaneiween supply and demand on the labour



market, lifelong learning will continue to be proted and the adjustment of the education
system to the demands on the market.

Education is one of the key foundations on whicbafia’s economic development will be
built, whose strategic goal is the development okr@wledge-based society in which
excellence will be one of Croatia’s main compaetadvantages. Hence the allocation of
significant funds for science and education, proomotof research and innovation will
proceed, and efforts will be put in to better catrithe academic community and research
institutes with the private sector. In light of atiag a knowledge-based society, the goal is to
increase the level of education of the Croatiaizemis. That is the reason for introducing
compulsory secondary school education, while tioenotion of further education for children
is also reflected in providing free transport amdef books for the school students. By
promoting science and education, Croatia is follm@mvnodern European Union trends which
guarantee a stronger development of the country.

Membership in the European Union is Croatia’s sgat foreign policy goal that will
contribute to a stronger economic growth and deraknt. Adoption of the acquis
communautaire means adopting the standards whécimaintained in the economically more
developed countries. The example of the new Men8iates that have recorded higher
growth rates after accession to the European Usiamfavour of the realistic expectation of
Croatia’s stronger growth until 2009, which is theget year for its accession to the EU.

In light of everything mentioned so far, from thegluction of fiscal deficit whereby the state
will open more free space for the private sectoonmwtion of education and knowledge,
strengthening of entrepreneurship, creating a fealda investment climate, investments in
infrastructure and development of the finance mntanketil Croatia’s accession to the
European Union, further acceleration of economawgn may be expected. Economic growth
will also follow the trends on the labour markeatthhave recorded positive trends in the past
years. Considering that the promotion of entrepuestep will have an influence on the
opening of new and permanent jobs, while concreéste smeasures will influence the
promotion of employment, further reduction of unéoyment and increase in employment is
expected in the coming period.



3. MEDIUM-TERM MACROECONOMIC TRENDS

3.1. Macroeconomic trends in 2006 and 2007

The real growth of GDP in 2006 amounted to 4.8%jclvhs an acceleration of 0.5

percentage points compared to 2005. In relatiandividual components on the expenditure
side of the GDP, the highest real growth of 10.9962006 was recorded in capital

investments. In comparison to 2005, the real groefthprivate consumption was accelerated
to 3.5%, while public spending recorded real groamhounting of 2.2%. Exports of goods
and services in real terms increased by 6.9%, wihé imports of goods and services
recorded real growth of 7.3%. The largest positioetribution to growth in the amount of 3.4
percentage points came from exports of goods amdices and capital investments

amounting to 3.2 percentage points. The contriludioprivate consumption amounted to 2.1
percentage points, public spending 0.4 percentages) and negative contribution of imports
to the real GDP growth in 2006 amounted to -4.5@®iage points.

Chart 1: Real GDP growth

Source:CBS

Nominal GDP growth in 2006 amounted to 8.3%, contmghe nominal amount of HRK
250.6 billion or EUR 34.2 billich The Central Bureau of Statistics released thel filta for
2004 according to which the preliminary GDP amaunoteased by approximately HRK 2.2
billion, while the real growth was revised from tbaginal 3.8% to 4.3%. GDP per capita
increased from around EUR 7,000 in 2005 to appratty EUR 7,700 in 2006. In relation to
purchasing power parity and including grey econo@npatia reached almost 60% average of
EU 27 GDP per capita. However, when drawing a coispa with the new Member States,
it should be noted that they include grey economiyé calculation of their GDP.

! Excluding unofficial economy that should be, ading to ESA95 methodology, included in gross doinest
product calculation.



Chart 2: Comparison of GDP per capita by countr(es2006)
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High real GDP growth of 7.0% in the first quartdr2007 is primarily the result of high
growth of capital investments which increased by % and private consumption whose real
growth amounted to 7.1%. In real terms, public sig@p increased by 2.8%, while the
exports of goods and services in real terms grew8.0%, and imports of goods and services
grew by 3.7%. In terms of contributions to growpiivate consumption accounted for the
highest contribution of 4.4 percentage points, Gbation of capital investments accounted
for 3.3 percentage points, and public spendingp@réentage points. Negative contribution to
growth of net exports was the result of a negatimetribution of goods and services imports
amounting to -2.4 percentage points, and a posito@ribution of exports of goods and
services in the amount of 1.2 percentage points.

More lively economic activity during 2006 was sugtgel by indicators from the real sector
such as industrial production, retail trade, cardion, and tourist overnight stays. The
highest year-on-year growth of industrial outputnodre than 6% was recorded in the first
and last quarters, which along with stagnatiorhemgecond quarter and growth of 5.9% in Q3
resulted in the annual growth of industry of 4.592006. Real turnover in retail trade had a
similar dynamics but with lower growth rates, sattthe real growth of turnover from retail
trade in 2006 amounted to 2.1%. A positive trenthim construction sector which started in
the second half of 2005, continued. During 200&stiction work index on a year-on-year
basis grew each month, so that on the whole in 200@w by 9.3%. Tourist indicators also
recorded positive achievements in 2006. Year-om-ygawth of tourist arrivals in 2006
amounted to 3.9%, while tourist overnights incréafy 3.1%. Such trends resulted in
revenues from tourism in 2006 in the amount of BBJRbillion, which is an increase of 4.9%
in comparison to 2005.

Macroeconomic indicators from the beginning of 20§howed further strengthening of
economic activity. Industrial output recorded a ryea-year growth of 8.0% in the first
quarter. The growth continued at the beginning 8f9Q industrial production increased by
9.4% in April and 7.7% in May. Construction worldax in Q1 grew by 6.5%, while growth
on a year-on-year basis in April amounted to 2.8%arkedly high achievements were
recorded in retail trade. Year-on-year real turmawveretail trade in Q1 2007 increased by
7.7%, and year-on-year growth in May amounted #6/.Tourism-related indicators show
that another successful tourist season can be &detear-on-year growth in tourist arrivals
in the first five months amounted to 12.6%, whoerist overnight stays in the same period



recorded an increase of 9.0%. Such achievementcaoenpanied by financial indicators and
the balance of payments data show that year-on-y@amue from tourism in Q1 2007
increased by 36.2%.

Chart 3: Industrial production index
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Accelerated economic activity in the previous amdrent year has been accompanied by
positive trends on the labour market. As indicdbgdthe labour force survey during 2006,
there were 3,638,500 people able to work. Of thahlmer 49.1% were people who work or
are actively looking for work, meaning that theynche categorised as workforce. In
comparison to the results of the survey from 2@08&,number of inhabitants who are able to
work increased by 2,500, while at same time thegmaty of workforce decreased by 17,000.
The total number of employed people in 2006 amalitdel, 586,000, which is an increase of
13,000 in comparison to 2005, while the numberr@mployed persons decreased by 30,500
to the level of 198,500, which is the lowest siri@98. These trends also determined the
unemployment rate that was at the level of 11.298066, accounting for a decrease of 1.6
percentage points lower in comparison to 2005 whamounted to 12.7%. Unemployment
rate according to the survey is even lower if 0@ of 2006 is taken into account, when it
amounted to 10.5%. The trend of registered unengplgyersons on a year-on-year basis,
which started in mid-2005, also indicates that thte of unemployment is declining. The
average number of registered unemployed persorZ)@% dropped by approximately 17
thousand or 5.5%, while registered unemploymetet waas reduced from an average 17.9%
in 2005 to 16.6% in 2006.

Favourable trends on the labour market have coadinn 2007. The average number of
unemployed persons in the first five months on arym-year basis was reduced by almost
20 thousand or 6.4%, while the rate of registeneeimployment in the same period dropped
by 1.2 percentage points. The latest data from Juglieate even stronger positive trends.
Year-on-year reduction in registered number of ysleged persons recorded in June 2007
was almost 25 thousand or 9.1%, and the registenethployment rate was reduced from
16.3% in May of preceding year to 15.1% in Maytustyear. Based on these trends, further
reduction of the survey unemployment rate can Ipeebed in the first half of 2007.
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Chart 4: Labour force survey and unemployment rate
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Year-on-year growth of the consumer price indexlj@PDecember 2006 amounted to 2.0%,
thus reaching its lowest level since October 207k average year-on-year growth of the
consumer price index slowed down from 3.3% recorae@005 to 3.2% in 2006. The
development of prices in 2006 was marked by the iristhe price of crude oil on the world
markets in the first half of the year and a slowdaowthe second half of the year, rise in the
prices of non-alcoholic beverages, and the pri¢esater supply and certain utility services.
Compared to 2005, the prices of fuel and lubricémtgpersonal vehicles increased by 4.5%.
The beginning of 2007 was marked by further reducof inflation. Thus in the first five
months the CPI rose by 1.8% on a year-on-year.level

Chart 5: Year-on-year change of consumer price xnde
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By using the so-called leading indicators, theitast of Economics, Zagreb (IEZ) and the
Ministry of Finance draw up a complex CROLEI forsttag index. This index predicts

industrial output trends and overall economic distiln Croatia, where the industrial output
index is used as the reference series. The indexgses eleven best leading predicting
indicators with average prediction time of the refg series of approximately 6 months. In
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April 2007, the value of CROLEI forecasting indexosved growth on a month-by-month

basis. Compared to the preceding month, when tigeda growth of index value in the

previous six months was recorded, its value in pge by 0.17 percentage points, while on
the year-on-year level the recorded growth of titex amounted to 4.6%. The diffuse index,
which is an auxiliary measure whereby the shaneddéx components which show growth is
determined, amounted to 64% in April. Value of th#use index and related value of the
CROLEI index in the preceding three months indichi# moderate growth of economic

activity can be expected until the end of Q1 2007.

Chart 6: CROLEI forecasting index
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3.2. International environment

The data published in the European Commission’sn&wic Forecasts from spring 2007

indicate better-than-expected achievements in tiregean Union and the Eurozone in 2006,
which is construed in terms of strong growth of therld economy and more favourable

domestic conditions. The impact of high oil prigesd slowing down of American economy

were not so prominent. At the level of 2006 as alehthe real GDP growth of the European
Union amounted to 3.0%, and of the Eurozone to 2whéch accounts for a little over one

percentage point when compared to the growth recboird 2005.

Economic growth was to a largest extent promoteddbynestic demand, which is in

particular related to the recovery of investmemsequipment. A positive contribution to

growth also came from the significant growth ofvpte consumption which was encouraged
by the positive trends on the labour market andexgiort. The forecast of the real GDP
growth for 2007 amounts to 2.9% in the Europearob@nd 2.6% in the Eurozone, while in
2008 a minor slowdown is expected to 2.7% and 2i6%he European Union and the

Eurozone respectively.

Oil prices in 2006 were marked by significant fluations, and the highest level was reached
in August when the price of barrel of Brent typksald for USD 80. In the following months
oil prices dropped, but then started rising agaitha beginning of 2007 so that in April the

12



barrel sold at between USD 65 and 70. The Euro@sammission predicts the average price
per barrel of oil in 2007 to be USD 66.2, whiclthe same level as in 2006, while in 2008 a
6% hike is expected amounting to USD 70.3 per barre

Table 1: International environment — macroeconoimdicators

2005 2006 2007p 2008p
Real GDP growth
World 4,8 5,2 4,8 4,8
European Union 1,7 3,0 2,9 2,7
Italy 0,1 1,9 1,9 1,7
Germany 0,9 2,7 2,5 2,4
Slovenia 4,0 5,2 4,3 4,0
Eurozone 14 2,7 2,6 2,7
CPI, annual change
European Union 2,3 2,3 2,2 21
Eurozone 2,2 2,2 19 19
Oil price increase, in % 44,7 20,z 0,C 6,2

Source: European Commission

Having regard to the fact that the Republic of @eoearries out around 70% of trade with the
EU Member States, the forecasts of economic tranttee European Union have a significant
influence on expectations of economic trends ina@ao Along with the trade, economic

trends in the European Union affect the Croatiannemy via tourism as almost 90% of
foreign tourists come from the EU Member Statesthlt context, forming projections of

economic trends in Croatia to a large extent dep@mdthe situation in Italy, Germany and
Slovenia since Croatia is the most closely econaltyiinked with those states.

Real GDP growth recorded in Germany in 2006 amaltde2.7% and is the largest growth
since the decade began. The most important pronebtgrowth was export where double-
digit growth rates were recorded. Part of consuomptias shifted from 2007 into 2006 with
respect to the fact that as of the beginning of7280higher value added tax rate became
applicable, so a reduction in demand was registierd¢iat period. Nonetheless, this effect is
expected to be temporary and that positive trefidp@ending and investment from 2006 will
be maintained. Despite the expected slowdown ofatbied economy, further growth of the
German export is probable and will reflect an iasexd competitiveness of the German
economy. Taking this into consideration, it is expe that in 2007 and 2008 the German
economy will grow by approximately 2.5%.

13



Chart 7: Overview of projections and realised ecoimogrowth
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W 2006 Outturn Autumn forecasts for 2007
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Source: Eurostat, Euroepan Commission * Seasonally adjusted data

Real GDP growth in Italy in 2006 amounted to 1.98presenting the highest growth since
2000. The main promoters of growth were privatescomption and fixed investments, and
net export also provided positive contribution. Toeecasts predict that the real GDP in 2007
could amount to 1.9%, but in 2008 it might slow doavlittle to 1.7%. Private consumption

will remain the main promoter of growth and it igpected that investment will be stepped
up, promoted primarily by public investment.

The recorded real GDP growth in Slovenia in 20060@amed to 5.2% representing the
highest growth since 1999. This growth is the restillarge fixed investments and strong
private consumption, while large import of investmhproducts made a negative contribution
to net export. The forecasts indicate the slowiogim of real GDP growth to 4.3% in 2007
and 4.0% in 2008.

The slowing down of growth of the American econoregains the main risk of projections.
As for the inflation, no significant pressures agpected in 2007. However, further
acceleration of economic growth due to higher emymplent might result in pressures on the
increase of wages and salaries, meaning the grofvihflation. Increase in oil prices still
remains to be a risk, and under certain circumstnt could have a negative impact of
economic growth.

3.3. Macroeconomic environment until 2010

The main characteristic of macroeconomic projestiantil 2010 is the acceleration of real
GDP growth to 7.0% in 2010. It is expected that @BP growth in 2007 will accelerate to

6.0%, then to 6.1% in 2008, to 6.5% in 2009 and&ori® 2010. Expressed in EUR per capita,
it is expected that GDP will increase from aroundiRE7,700 in 2006 to approximately EUR

11,000 in 2010. The projected inflation for theienprojection period is stable below 3%,
while the projected accelerated economic activitylead to the reduction of unemployment,

so that survey unemployment rate in 2010 will di@p.9%.
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Table 2: Projections of key macroeconomic indicatof the Republic of Croatia

2005 2006 2007p 2008p 2009p 2010p

Gross domestic product, HRK million 231.348 250.591 273.705 298.566 327.262 360.213
GDP per capita, HRK 52.117 56.452 61.659 67.260 73.724 81.147
GDP per capita, EUR 7.043 7.709 8.412 9.185 10.068 11.081
Gross domestic product, real growth 4,3 4,8 6,0 6,1 6,5 7,0
Real growth of individual GDP components:

Personal consumption 3,4 3,5 5,8 5,6 5,3 5,3

Government consumption 0,8 2,2 3,7 1,8 11 1,2

Investments 4,9 10,9 8,1 7,9 7,6 7,3

Exports of goods and services 4,6 6,9 7,9 8,2 9,0 10,0

Imports of goods and services 3,5 7,3 7,0 6,7 6,3 6,3
Consumer price index, % annual change 3,3 3,2 2,3 2,2 2,2 2,2
Labor force survey unemployment rate, annual aeerag 12,7 11,1 9,7 8,6 7,4 6,9
Current account balance, % of GDP -6,4 -7.8 -8,1 -7,9 7,4 -7,0
External debt, % of GDP, end of period 81,7 84,7 86,1 85,8 84,6 83,5

The projection of economic growth acceleration @02 and 2008 is based on the positive
achievements during the year thus far, and alsthempositive prospect of economic growth
of the neighbouring states. As the result of sdvasaumptions, a stronger acceleration of
economic growth is expected in 2009 and 2010. Tlannmassumption is related to the
expectation that the Republic of Croatia will beeomn member of the European Union in
2009. In accordance with the experiences of the Mewber States which became members
in the wave of enlargement in 2004, it is to beested that membership in the EU will
provide a positive stimulus to economic growth. Téteer assumption is related to the
maintaining of positive trends in the EU countribst will provide support to economic
activity in Croatia. Further structural reformsdbgh further improvement of the business
climate will also have a positive impact on theesgthening of the private sector that will
also be assisted by the reduction of the fiscatde¢hus opening additional free space for the
private sector.

Chart 8: Economic growth of the new Member Stasgdsrie and after accession to the EU

v
* average of 10 new
MW Period 1999 - 2003 (before EU accession) member states from

Source: Eurostat Period 2004 - 2006 (after EU accession) 2004
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The projections of individual components on theengiture side of GDP indicate the highest
growth of capital investments and export of goodd aervices that will result from an
ongoing improvement in the investment climate andréased competitiveness of the
Croatian economy. Accordingly, in 2007 it is exmettthat the real growth of capital
investments will amount to 8.1%, followed by a graldslowing down to 7.3% in 2010. At
the same time, the real growth of export of goaal$ services will record an increase from
7.9% in 2007 to 10.0% in 2010. It is expected thatreal growth of private consumption in
2007 will accelerate as the result of the growtlemiployment and salaries, and also due to
the continued repayment of debt to pensioners.| 2.0 the slowing down of the real
growth of private consumption to approximately 5.8%expected. Real growth of public
consumption will amount to 3.7% in 2007, but witie trend of slowing down in the coming
years to approximately 1% in 2010. A slight slowdoms expected as regards the imports of
goods and services whose real growth will slow ddrem 7.0% in 2007 to 6.3% in 2010.
These trends of export and import of goods andiceswvill result in a positive contribution
to the growth of net export after 2008.

Chart 9: Contributions to GDP growth

14 4

1998 1999 2000 2001 2002 2003 2004 2005 2006 2007p 2008p 2R0%Pp

W Net exports
Inventories
M Investments
Source:CBS, MFIN Personal and government consumption

Projections for inflation measured by the consuprare index (CPI) in 2007 are estimated at
2.3% in 2007, and 2.2% in the period 2008 — 201@is Tnflation trend is based on the

projections for oil prices by the European Comnaissndicating zero increase in the prices
of crude oil in 2007 and an increase of 6.2% in &0Qonsidering that the European

Commission’s Spring Projections do not include @ctipns for 2009 and 2010, it is assumed
that in those years oil prices will be maintainetha 2008 level.

The projected employment rate and related reduatibminemployment is following the
acceleration of economic activity. It is thus exgeécthat in 2007 the survey unemployment
rate will decrease below 10%, and further decréa$e9% in 2010. The projected economic
growth will not be fully reflected in the increasé employment, which will in turn result in
productivity increase in each year included in pin@jection period. The projections assume
that throughout the projection horizon, the growtrsalaries will be slower than the growth
of productivity, so that the unit labour cost wik further reduced.
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Chart 10: Survey unemployment
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After the current account deficit of 7.8% of GDPsaachieved in 2006, it is expected that in
2007 it will rise slightly to 8.1%, while in the gong years the share of current account
deficit in GDP is expected to decrease. Tendencyhefcurrent account will mostly be
determined by the above trends on the goods amitssraccount. The projection horizon
envisages an increase in revenues from tourism ghatld be bolstered by economic
recovery in the European Union, from which the émtghnumber of tourists come to Croatia.
As far as the income account is concerned, it shbalnoted that slight increase in deficit is
expected on the income account, which will be iest with payments of interests on
external public government debt and private seetternal debt, but also with the increase of
income as a result of foreign direct investmentseinvested income. The current transfer
account should not experience any major changegosiaive balance is expected in the
coming period as well. The largest share of theeturaccount deficit will be covered by
foreign direct investments, and after a mild inseeaf external debt share in GDP in 2007, its
decline is expected in the coming period.

Chart 11: Current account deficit and foreign ditéavestment (FDI)
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3.4. Risks of realisation of projections

Owing to strong links of the Croatian economy wtitle countries of the European Union as
the major markets that Croatia is trading with &odn which the largest number of tourists
come to Croatia, any deceleration in growth in ¢hesuntries will also have an impact on the
Croatian economy.

The continued oil price hike on the world markelisng with inflationary pressures might
also have a negative impact on expected GDP grmatéis. Namely, any further growth in oil
prices might adversely affect the country's majadé partners who might reduce their import
and thus exercise a negative influence on the @roaixport, and consequently on projected
growth rates.

Success of fiscal consolidation and the manner lichv deficit is financed will have a
significant impact on economic trends. Should pé&thdeficits be substantially exceeded or
should the revenue from privatisation fail to redtshtarget, this might exert pressure on an
increase in both public and external debt.

The assumption that the Republic Croatia will beeanmember of the European Union during
2009 was taken into account when drafting the nmescmoomic projections resulting in higher

growth rates in 2009 and 2010 as such experienees rgcorded in the new Member States
that joined the EU in 2004. Correspondingly, theuasption of accession to the European
Union carries with it a certain risk.
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4. MEDIUM-TERM FISCAL POLICY

4.1. Fiscal policy in 2006

The process of implementing a successful fiscalcpotontinued in 2006. Consolidated
general government deficit was realised at thel leivthe planned 3% of GDP, in accordance
with a modified accounting principle for calculagirdefici. By achieving consolidated
general government deficit in 2006, a significastdl adjustment was realised of as many as
1 percentage point in just one year, i.e. the defias reduced by more than HRK 1.8 billion
compared to 2005. If the fiscal consolidation pesces considered since the beginning of its
implementation in 2004, or by comparing generalegoment deficit in 2006 to 2003, it can
be noticed that the general government deficitdeen reduced by as many as 3.2 percentage
points. The reduction of deficit level in this petiwas carried out primarily owing to a better
control of the expenditure side of the general gowent, planning process and budget
preparation, and securing the conditions for betbdection of state revenues.

Table 3: Consolidated general government deficitlie period 2003 — 2006

000 HRK 20083. 2004. 2005. 2006.

Budgetary central government deficit -7.323.312 -8.924 -5.760.344 -4.157.834
% of GDP -3,7 -2,8 -2,5 -1,7
Extrabudgetary users deficit -4.531.698 -3.613.027 858571 -2.688.802
% of GDP -2,3 -1,7 -1,2 -1,1
Local government deficit -383.808 -783.151 -682.572 1-643
% of GDP -0,2 -0,4 -0,3 -0,2
Consolidated general government deficit -12.238.818 10.325.501 -9.301.486 -7.457.679
% of GDP -6,2 -4,8 -4,0 -3,0

If we take a look at the structure of the defiditconsolidated general government in 2006
compared to the preceding year, it should be ntitatideficit decreased at all levels of the
general government. Thus the budget deficit wasaed from 2.5% of GDP in 2005 to 1.7%

of GDP in 2006, deficit of extra-budgetary userswaduced from 1.2% of GDP in 2005 to
1.1 % of GDP in 2006, and the local and regionHtgm/ernment deficit was reduced from

0.3% of GDP in 2005 to 0.2% of GDP in 2006.

Social benefits directed at pensions, healthcaeeyographic and family policy measures,

unemployment benefits, social welfare, and careCiaratian war veterans and members of
their families were important features of the 20fi&lget, complying with all guaranteed

rights and in accordance with social sensitivitywaods those groups of the Croatian society
that are in urgent need various social benefits.

2 The calculation of deficit according to a modifiadcounting principle was agreed upon under a Stgnd
Arrangement with the IMF. As of 2008, deficit cdltion will be adjusted to the European Union metiiogy
ESA 95.
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The 2006 budget was also characterized by largestments in investment projects.
Allocations from the budgetary central governmeno icapital expenditure were higher by
51.7% than in 2005, and from the budget of thellaoa regional self-government units by
18.4%. On the other hand, investments of extraybtadty users recorded a gradual decrease
when compared to preceding years. Thus at the tdvgéneral government the total amount
of investments reached the level of 6.1% of GDP.

Positive effects of the reduction of general gowsent deficit are manifold. Among the most

significant is the impact on public debt by redgciimancing requirements of the general

government, which in turn positively affected theahcial system at the state level and

finally the economy in general. Moreover, if we éakto account the reduced requirements
for government financing along with its orientatiom the home finance market for the

purpose of financing the deficit, positive effeate also produced as regards the total foreign
debt.

The total public debt at the end of 2006 reachedi¢kel of HRK 116.2 billion or 46.4% of
GDP, which is by 2.7 percentage points less thanmdtof December 2005. Out of the total
public debt of the Republic of Croatia for 2006¢ ttotal debt of general government
accounted for 87.9% of the total public debt or HR&.1 billion, while the issued treasury
securities amounted to HRK 14.1 billion or 12.1%efefore, the reduction in the share of
public debt in GDP compared to the preceding yearimarily the result of the reduction of
the total share of general government debt, whidheaend of 2006 amounted to 40.7% of
GDP, which was almost 3 percentage points lower thahe previous year.

By dividing the total debt of the general governmtenthe foreign and domestic component,

it can be noticed that the share of domestic degeoneral government in the total debt on 31
December 2006 amounted to 59.3%, accounting forlgpdrcentage points increase when
compared to the situation in the previous yearth& same time, foreign debt of general

government recorded 40.7% in the overall debt okega government, which is a decrease of
4.1 percentage points. From the above resultiict=arly be seen that the state’s orientation
is directed toward satisfying financing requirenseah the domestic finance market, as has
previously been mentioned.

In 2006 the tax system was marked by a high degfrebility and there were no changes to
or increase in the tax burden. Strong growth ofdherall state revenue in 2006 indicates to
the significance of the measures directed at a stoict control of collecting revenues.

These positive trends represent a strong basisuimressful fulfilment of the fiscal goals set
for the medium-term period until 2010.

4.2. Croatia and international environment

Analysis of fiscal policy of the Republic of Craain the context of its environment, meaning
comparison to the EU Member States, is essentiarder to gain a detailed insight in
Croatia’s status.

Presented below is a comparison of key fiscal béggmof Croatia with each of the new EU
Member States, and with the average of the old Euhber States. It should be noted that the
data are expressed according to the European ESAedbodology. Also, when comparing
Croatia to other states, it should be kept in ntivad Croatia has yet to include grey economy
into GDP calculation, while all the EU Member Statave already done so. Including grey
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economy into GDP implies an increase in the GDRIllend the reduction of the shares of
fiscal categories in GDP accordingly.

Due to a successful implementation of the fiscdlcgoaimed at strong fiscal adjustment,
Croatia reduced its net lending/borrowing as acditefneasure from -3.8% of GDP in 2005 to
-2.2% of GDP in 2006. Compared to other countiie2006 Croatia was still among those
states with higher deficit than the EU 27 average.

Taking into account the trend of deficit reductiand Croatia's commitment to implement
further fiscal adjustments and necessary structmedsures, in the coming period Croatia
will continue with achieving lower levels of defiagh order to position itself among the low
deficit countries.

Chart 12: Net lending/borrowing of Croatia and EUeMber States in 2005 and 2006

% BDP
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Izvor: Eurostat, MFIN

W 2005 2006

Legend for Chart 12:

1. Hungary, 2. Poland, 3. Slovakia, 4. Czech Rdpubl Malta, 6. Croatia, 7. Romania, 8. EU 25E8. 27, 10.
EU 15, 11. Cyprus, 12. Slovenia, 13. Lithuania, latvia, 15. Bulgaria, 16. Estonia.

Source: Eurostat, Ministry of Finance

With regard to the revenue side of the budget naticeable that in 2006 Croatia collected
tax income and social contributions at the levedb4% of GDP. In comparison to the new
EU Member States Croatia, along with Slovenia anddary, has the highest GDP share of
income from tax income and social contributions.

With regard to the expenditure side of consolidagederal government in GDP, it is evident
that Croatia, with the share of expenditure in GidRounting to 47.0% in 2006, does not
depart from the EU 27 average. It should be ndtatl €roatia is experiencing the trend of
reduction of the share of consolidated general gowent expenditure in GDP, which is
promoted by fiscal policy implementation, implyiaggradual fulfilment of the Republic of

Croatia’s fiscal policy goal.
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Chart 13: Expenditure of consolidated general goveent of Croatia and EU Member States
in 2005 and 2006
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Legend for Chart 13:

1. Hungary, 2. EU 15, 3. EU 25, 4. Croatia, 5. E{J @ Slovenia, 7. Malta, 8. Cyprus, 9. Poland, @Bech
Republic, 11. Slovakia, 12. Latvia, 13. Bulgarid, Lithuania, 15. Estonia, 16. Romania

Source: Eurostat, Ministry of Finance

An important feature of Croatia’s public spendingcomparison to the EU Member States is
a high share of public investments into numeroystabprojects, particularly for the purpose

of developing transport infrastructure to link tregions within Croatia, as well as to link

them with the neighbouring countries. In 2005 Gepatlocated 6.6% of GDP for investment
projects, while in 2006 it allocated 6.1% of GDPimgvto the fact that the most important
project of building the motorway Zagreb-Split wasnmpleted, so that requirements for
investments somewhat decreased. In 2006, the leivgdublic investments in the most

developed EU Member States, the EU 15, was arouttd,Avhile the average of all EU 27

was 2.5% of GDP.
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Chart 14: Public investments in Croatia and EU Me&mBtates in 200 and 2006
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lzvor: Eurostat, MFIN m 2005 2006

Legend for Chart 14:

1. Croatia, 2. Czech Republic, 3. Malta, 4. Hungaryl ithuania, 6. Poland, 7. Bulgaria, 8. Slove®iaEstonia,
10. Latvia, 11. Cyprus, 12. Romania, 13. EU 25,H4.27, 15. Slovakia

Source: Eurostat, Ministry of Finance

4.3. Medium-term revenue trends

4.3.1. Determinants of budgetary central government revenfor the period 2008 — 2010

Total revenue

Based on the macroeconomic assumptions of furtbenamic activity growth, the total
budgetary central government revenues for the @e2@08 — 2010 have been projected.
Projection for the total budgetary central governtmeevenues for 2008 amount to HRK
113.5 billion, which represents an increase of 4@&%mpared to the planned revenues for
2007. In comparison to 2007, it is planned thatrdhwenues will increase by HRK 5.0 billion
in nominal terms, based on the growth of econonaitvidy. The planned year-on-year
increase in the revenues for 2008 is somewhat b#h@weal economic growth, the main
reason being the high one-off revenues that areaag in 2007.

The total revenues for 2009 and 2010 have beennethron the basis of the same
determinants, i.e. continued intensity of econognawth. It is expected that in 2009 the total
revenues will amount to HRK 122.5 billion, whichpresents an increase of 7.9% compared
to the preceding year, i.e. HRK 9.0 billion. Totavenues for 2010 were projected in the
amount of HRK 132.4 billion representing a growtl8d.%, or HRK 9.9 billion in respect of
the preceding year.
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Revenue from taxes

Revenues from taxes in the medium-term period 202810 were planned primarily on the
basis of the projections of macroeconomic varighdesl taking into account the trends of
individual revenues in the previous years. Basedhisy the envisaged revenue for 2008
amounts to HRK 69.0 billion, which represents ary@aayear growth of 7.5%.

Revenues from taxes in 2009 are planned to the anmwHRK 74.1 billion, representing a
year-on-year growth of 7.4%, whereas in 2010 taemaes are expected to amount to HRK

79.7 billion, representing an increase of 7.6%dmparison to the preceding year.

Table 4: Trends in budgetary central governmenenexe2006-2010

000 HRK

2006

Plan 2007

2007/2006

2008p

2008/2007

2009p

2009/2008

2010p 2010/2009

1

11
111
1111
1112
113
114
1141
11411
11412
1142

Revenue
Taxes
Taxes on income, profits, and capital gains
Payable by individuals
Payable by corporations and other enterprig
Taxes on property
Taxes on goods and services
General taxes on goods and services
Value-added tax
Sales taxes
Excises

95.235.557
58.469.091
8.515.615
3.459.649
€S 5.055.966
482.331
47.546.222
35.091.381
34.931.750
159.631
11.564.709

108.501.515
64.148.604
10.078.339

1.650.551
8.427.788
533.685
51.584.380
38.387.622
38.212.839
174.784
12.208.771

1139
109,7
118,4
47,7
166,7
110,6
108,5
109,4
109,4
109,5
105,6

113.536.302
68.956.762
10.985.521

1.780.367
9.205.154
582.161
55.461.350
41.451.881
41.263.767
188.114
12.931.742

104,6
107,5
109,0
107,9
109,2
109,1
107,5
108,0
108,0
107,6
105,9

122.684.0 107,9
74.088.171 07,41
11.968.549 8,910

1.927.279 108,3

10.041.269 1109,

638.114 109,6
59.521.984 07,31
44.617.24107,61
44.414.78007,61

202.461 107,6
13.723.43306,11

132.378.215
79.732.344
13.100.515

094253

11.006.361

108,1
107,6
109,5

108,7
109,6

702.36310,11
63.949.037 107,4
48.025.450 107,6
47.807.548 107,6

217.90207,61
14.623.334 106,6

890.133
1.588.456
336.466

987.987
1.615.059
337.141

111,0
101,7
100,2

1.077.727
1.611.311
316.418

109,1
99,8
93,9

1.181.310 109,6
1.607.572 99,8
351.952 111,2

orse 110,1
6031841 99,8
376.589 7,010

1146
115
116

Other taxes on goods and services
Taxes on international trade and transactions
Other taxes

12 Social contributions 33.877.148 37.115.946 109,6 40.035.129 107,9 43.338.742 08,31 47.091.239 108,7
13 Grants 195.984 863.561 440,6 698.118 80,8 972.469 139,3 1.137.3517,0
14 Other revenue 2.693.335 6.373.403 236,6 3.846.292 60,3 4.104.687 106,7 A178276 107,6
Income tax

For 2007, the amount of revenue from income taxldeen planned in the amount of HRK
1.7 billion, representing a year-on-year decreds&203%. This decrease is the result of
amendments to the Act on the Financing of Self-Guwent and Administration Units
whereby income tax has been completely assignéketanits of the local and regional self-
government. This part revenue from the income talich is collected through a single
account of the State Treasury, is via current gramt the expenditure side of the budget
transferred to the units of the local and regi@®di-government as additional balancing funds
for decentralised functions.

Further growth of revenue from income tax is expédéh the next medium-term period 2008
— 2010, in accordance with the growth of gross waged salaries and growth in
employment, assuming that there will be no newvadiaces. The estimate of nominal gross
salary growth for 2008 amounts to 6.6% and employnie2%. Accordingly, the planned
revenue from income tax amounts to HRK 1.9 billievhhich represents a year-on-year
growth of 7.9%. Furthermore, revenue from incomefta 2009 is planned in the amount of
HRK 1.9 billion (growth of 8.3% per annum), and eaue from income tax in 2010 is
expected to amount to HRK 2.1 billion (8.7% moreamparison to 2009).

Profit tax

Revenue from profit tax for the medium-term per&@d8 — 2010 was planned on the basis of
the growth of overall economic activity in that jek. Profit tax is paid based on operations
of companies in the preceding year. In accordanttethat, it is predicted that revenues from
the profit tax on a year-on-year level in 2008 vgtow by 9.2%, or in other words, it is
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planned to collect revenues in the amount of HRKllion. In 2009 revenues from profit
tax are planned to amount to HRK 10.0 billion (yearyear growth of 9.1%), and HRK 11.0
billion in 2010 (an increase of 9.6%).

It should be noted that by enacting the amendmentbe Act on the Financing of Self-
Government and Administration Units profit tax s entirety became budgetary revenue.
However, the state transfers to the areas of dpsteie concern all the profit realised in that
area. Revenues from profits from the areas of apstate concern are collected in a single
account of the State Treasury and are transfematieosame day to these units in the form of
current grants.

Taxes on property

Revenues from property taxes for the medium-ternro@e2008 — 2010 have been projected
in accordance with the expected trends on theastake market, and developments in the
overall economic activity. Considering that thecpd of and trade in real-estate are
continually growing, and further growth of econormaivity is expected, it is envisaged that
in 2008 revenues from property taxes will amount®K 582.2 million, which accounts for
the growth of 9.1% compared to the planned amoant2D07. Possible revenues from
property taxes in 2009 may be expected to amoutiR& 638.1 million (an increase of
9.6%), and for 2010 the projected amount is HRK.ZQgillion (10.1% more than in the
preceding year).

Value-added tax

Projections of revenues from value-added tax (VAF)2008 amount to HRK 41.5 billion, or
a year-on-year growth of 8.0%. The projection obvgh of revenue from VAT was
calculated based on the expected growth in spentikiong into account the results of trends
in revenues from VAT in the previous years, and dlse changes in the tax policy, i.e.
decrease of these revenues due to the reductidADion newspapers.

Based on the same principle, projections of thegenues were drawn up for 2009 and 2010.
The expected revenue from VAT in 2009 amounts t&KHR.6 billion (year-on-year growth
of 7.6%), and in 2010 HRK 48.0 billion is expectadthe same basis (an increase of 7.6%).

Excise duties

The planned revenues from excise duties in 2007uaimim HRK 12.2 billion, which is by
5.6% more than the amount generated in 2006.

Projections of revenues from excise duties forpgbaod 2008 — 2010 were based on GDP
growth in that period and trends in revenues fraxgise duties in the previous years.
Accordingly, projections of revenues from excisetiell for 2008 amount to HRK 12.9
billion, which represents an increase of 5.9% imparison to the preceding year. In 2009 it
is predicted to generate HRK 13.7 billion, or 6.186re than in 2008, while the projected
revenues from excise duties for 2010 amount to HR¥6 billion, or with a year-on-year
growth of 6.6%.

In terms of the amount, the most important exciseed are those on oil, excise duties on
tobacco products, and excise duties on cars. Regefroam excise duties on petroleum
products are planned in accordance with the reaP Gfowth, taking into account the

expected reduction in grey economy and also patecdirrections to excise duties, depending
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on oil prices. Thus for 2008 the planned year-ocarygowth of excise duties on oil is 5.9%,
for 2009 6.1%, and for 2010 6.7%. The revenue fextise duties on tobacco for the period
2008 — 2010 has been planned with an annual inereas.6%. This projection is based on
the growth of the economy and expectations relaigtie consumption of tobacco products.
The planned growth of revenue from excise dutiexans in the period 2008 — 2010 is in
accordance with the real growth of the economy.

Table 5: Trend in revenue from excise duties inpireod 2006 — 2010

000 HRK 2006 Plan 2007  2007/2006 2008p 2008/2007 2009p 2009/2008 2010p 2010/200p
Excises 11.564.709  12.208.771 105,6 12.931.742 105,9 13.723.43306,11 14.623.334 106,6
-on cars 1.270.422 1.453.306 114,4 1.541.958 106,1 1.642.185 106,5 1.757.138 107,0
-on petroleum products 6.316.440 6.512.945 103,1 6.897.208 105,9 7.317.938 106,1 7.808.240 106,7
-on alcohol 230.178 230.978 100,3 245.067 106,1 260.997 106,5 279.26607,01
-on beer 716.167 755.407 105,5 801.486 106,1 853.583 106,5 913.33407,01
-on nonalcoholic beveraggs 140.404 145.274 103,5 154.136 106,1 164.154 106,5 175.64507,01
-on tobacco products 2.710.348 2.921.855 107,8 3.086.158 105,6 3.259.700 105,6 3.443.000 105,6
-on coffee 156.666 163.147 104,1 177.966 109,1 195.071 109,6 214.71210,11

-on luxury goods 24,084 25.859 107,4 27.762 107,4 29.805 107,4 31.998 10744

Taxes on international trade

Revenue from taxes on international trade has atadror has been slightly decreasing over
the last few years, with the exception of 2007 waestight increase in the revenue from taxes
on international trade has been projected. Duéaoptocess of EU integration and foreign
trade liberalisation and for the purpose of makprgjections of these revenues, it was
assumed that the revenue from taxes on internaticate will stagnate or decline slightly. In
accordance with that, the revenue from taxes arnational trade for the period 2008 — 2010
is projected to amount to HRK 1.6 billion per annum

Social contributions

In the past years revenues from contributions haemonstrated a significant level of
correlation with the growth of nominal gross saariand growth of employment.
Accordingly, the projections of revenue from cootitions for the period 2008 — 2010 are
based on these two factors.

The expected revenue from contributions in 2008 anmhount to HRK 40.0 billion, which
represents an increase of 7.9% in comparison t&.208e projected revenue for 2009
amounts to HRK 43.3 billion (growth of 8.3%), an®K 47.1 billion for 2010 representing a
year-on-year growth of 8.7%.

Grants

After adopting the pre-accession strategy, presstor funds (PHARE, ISPA, SAPARD and
IPA) were put at the disposal of the Republic ob&lia. Revenues from grants are to the
largest extent based on the expected funds foprbjects proposed under the pre-accession
programmes of the European Union. In line with,thisnned revenues from grants for 2008
amount to HRK 698.1 million, of which HRK 670 mdh is foreseen for the projects within
the pre-accession programmes. Similarly, the Eltgrior other years have by far the largest
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share in the total grants, and it is expected tha@009 they will amount to HRK 792.5
million, and in 2010 the grants are expected amtukRRK 1.1 billion.

It should be noted that the Guidelines do not ideluhe funds from the structural and
cohesion funds which will be at Croatia’s disposdier accession to the EU as this
negotiation process is under way.

Property income

The revenues from property income consist of incérom interest, dividends, withdrawals
from income of quasi-corporations and rent. Thggutmns of revenues from dividends for
the period 2008 — 2010 are based on average revé&mume dividends in the preceding years,
after the income from the withdrawals of extraoadindividends has been excluded from the
total amount and adjusted for economic growth axpketations from operations of public
companies. Based on the above, the income frondetids in 2008 is projected to amount to
HRK 20 million, to HRK 21.9 million in 2009, and H&R24.1 million in 2010. The amount of
withdrawals from income of quasi-corporations i gheriod 2008 — 2010 is projected to
amount to HRK 50 million per annum.

The revenue from rent in the period 2008 — 201firagected on the basis of economic trends
thus far and has been adjusted for the expectewbato trends. Projections for the revenues
from rent amount to HRK 586.4 million for 2008, HR342.7 million for 2009, and the HRK
707.4 million for 2010.

Other revenues

The projections of revenues from administrativesfeee based on the expected economic
activity. Thus for 2008 the projections for thesganues amount to HRK 5.1 billion, for 2009
HRK 1.6 billion, and for 2010 to HRK 1.7 billion.

Revenues from sales on the market which are getebgtthe budget beneficiaries have been
projected in accordance with economic growth.

Based on the trends of revenues from fees, pesaliid fines in the past period, it is expected
that in the medium-term period these revenuesimiliease per annum in accordance with the
real growth of the economy.

A very large growth was noted in 2007 on the positof miscellaneous revenue primarily
due to the social security funds — Croatian Insgitior Health Insurance (HZZO), Croatian
Pension Insurance Fund (HZMO) and Croatian Emplaoyr&ervice (HZZ) — having become
included in the State Treasury system, so all sepaccounts of budget beneficiaries were
thereupon closed and their revenues were includdtid State Treasury. According to the
projections for the period 2008 — 2010, this grofipevenues recorded a year-on-year growth
in accordance with economic growth, corrected lieréxpected volume of transactions which
result in these revenues. Consequently, projecfmnsevenues on this basis amount to HRK
972.9 million in 2008, HRK 1 billion in 2009, andRK 1.1 billion in 2010.
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Table 6: Trends in other revenue of the budgetamtral government in the period 2006 —
2010

000 HRK 2006  Plan 2007 2007/2004 2008p 2008/2007 2009p  9PO08  2010p  2010/2009
Other revenue 2.693.335 6.373.403 236,6 3.846.292 60,3 4.104.687 106,7 417276 107,6
Property income 832.400 3.440.079 413,3 783.308 22,8 853.788 109,0 934.71909,5
Interest 108.232  116.374 107,5 126.945 109,1 139.146 109,6 153.15610,11
Dividends 17.835  976.938  5.477,6 20.000 2,0 21.922 109,6 24.130 110[1
Withdrawls from income of quasi-corporations 288.113180.552 62,7 50.000 27,7 50.000 100,0 50.000 100,
Rent 418.220 2.166.215 518,0 586.364 27,1 642.721 109,6 707.43410,1
Sales of goods and services 1.209.296 1.527.298 126,3 1.638.404 107,3 1.748.542 106,71.874.877 107,2
Administrative fees 821.741 1.420.002 172,8 1.521.362 107,1 1.620.251 106,5 733668 107,0
Incidental sales by nonmarket establishments 387.555 107.296 27,7 117.042 109,1 128.291 109,6 141.20810,1
Fines, penalties and forfeits 391.616  421.307 107,6 447.007 106,1 476.062 106,5 509.38707,01
Voluntary transfers other than grants 6.737 4.316 64,1 4.708 109,1 5.160 109,6 5.680 110,
Miscellaneous and unidentified revenu 253.286  980.404 387,1 972.865 99,2 1.021.135 105,0 1.082.6 107,0

4.3.2. Determinants of revenue of extra-budgetary users tloe period 2008 — 2010

Total revenues of extra-budgetary users for thao@eR008 — 2010 are projected in
accordance with the aforementioned macroeconorjegtions.

The revenues of extra-budgetary users will gragiudgicrease from 3.8% of GDP in 2007 to
2.5% of GDP in 2010. The most significant revenagextra-budgetary users projected to
reach the level of approximately 1.1% of GDP in ¢hserved period are road charges, which
are collected by the Croatian Motorways and thea@ao Roads in the form of charges
included in the price of fuel. The Croatian Motogsagenerate significant income from
motorways, mostly from motorway tolls. Furthermorextra-budgetary users generate
significant income from grants from the budgetaepntcal government, which will in 2007
reach the level of approximately 2.0% of GDP, whiteil 2010 they should gradually decline
to reach the level of 1.2% of GDP. The Croatian &atand the Fund for Environmental
Protection and Energy Efficiency generate signifia@venue from administrative fees.

Table 7: Key items of revenue from extra-budgetsers

% of GDP 2006 Plan 2007* 2008p 2009p 2010p
Total revenue 3,8 3,8 2,9 2,7 2,5
road fee as a part of petrol price 1.2 11 11 1,0 1,0
grants from other general government units 0,6 0,9 0,3 0,3 0,3
administrative fees for waters 0,6 0,7 0,5 0,5 0,5
administrative fees for environmental protection 0,3 0,4 0,3 0,3 0,3
revenue from the use of motorways 0,5 0,4 0,4 0,4 0,4
supplementary health insurance 0,2 0,0 0,0 0,0 0,0
other 0,5 0,4 0,2 0,2 0,2

* As of 1 January 2007, social security funds hbgen fully included in the state budget
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4.3.3. Determinants of revenue of local and regional sgibvernment units for the period
2007 — 2009

Projections for revenues of the local and regiasf-government units were also based on
the above-mentioned macroeconomic indicators. Btiojes of the total revenues of the local
and regional self-government units for the medienmt period 2008 — 2010 indicate the
share of GDP for 2008 to be approximately 5.3% @280 of GDP in 2009 and 2010. More

than half of the revenues of the local and regi@adf-government units are collected from
income tax. The projections of the growth of revendrom income tax are in accordance
with the growth of gross salaries and employmemi ds share is at the level of

approximately 3.0% of GDP.

Among others, the most significant revenue is ctdlé from administrative fees and in the
observed period it will reach the level of approately 0.8% of GDP, and revenues from
grants which are the level of approximately 0.GofP.

It should be noted once more that pursuant to tenaments to the Act on the Financing of
Self-Government and Administration Units revenuenfrthe profit tax became budgetary
central government revenue, while the revenue frmome tax was assigned to the local and
regional self-government units. The part of theome tax which is collected through the
single account of the State Treasury, through atirgeants on the expenditure side of the
budget, is transferred to the local units as aolfiti balancing funds for decentralised
functions. Also, part of revenue from the income tallected in the areas of special state
concern, through the item of current grants on éxpenditure side of the budget, is
transferred to the areas it was collected from.

Table 8: Key items of revenue of local and regia®i-government units

% of GDP 2006 Plan 2007 2008p 2009p 2010p
Total revenue 5,4 54 5,3 5.2 5.2
taxes on income 2,1 3,0 3,0 2,9 2,9
taxes on profits 0,8 0,0 0,0 0,0 0,0
taxes on property 0,2 0,2 0,2 0,2 0,2
taxes on goods and services 0,1 0,1 0,1 0,1 0,1
grants from other general government units 0,7 0,7 7 0, 0,7 0,7
concessions 0,3 0,3 0,3 0,3 0,3
administrative fees 0,9 0,8 0,8 0,8 0,8
other 0,3 0,3 0,3 0,3 0,3

Note: includes 53 largest units (32 towns, 20 cmsand the City of Zagreb)
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4.4. Medium-term expenditure trends

4.4.1. Determinants of budgetary central government expguace for the period 2008 —
2010

A process of successful fiscal consolidation hanbmplemented since 2004. The success of
consolidation process has been secured by estalligtontrol over the process of state
revenue collection on the one hand, and estabgstamtrol mechanisms on the expenditure
side along with rationalising public spending. Tigh enforcement of a rational and stable
policy in expenditure execution, close monitoringdanalysis of all expense transactions,
and rational channelling of expenditure transadtitmough a single State Treasury account,
exceptional results have been achieved as haveeeot recorded in Croatia’s recent history.
With fiscal deficit of 3.0% of GDP in 2006 and thest ever recorded decline in the level of
public debt expressed as the share in GDP, Crbasapositioned itself alongside the most
developed European economies. With continuatighisfeconomic and fiscal policy, there is
no doubt in Croatia’s’ further progress and engyrall requisite criteria for successful
membership of the European Union.

To facilitate these endeavours, changes were adlapthe 2007 budget whereby, as in 2006,
the target level of deficit of general governmeratiswurther reduced in comparison to the
original plan, a practice that was thus far notoeimtered in the Croatian fiscal policy. What
should be noted is the fact that parallel with grecess of reducing general government
deficit and adjustment of expenditure structure foe purpose of as fair as possible
distribution of public funds and directing thosmds towards development projects, socially
most endangered groups, and protection of natawdiral, sporting, religious, ethnic, and
other values. The necessity to continue with thatpe processes which were initiated in the
preceding years is obvious in the context of welfiar all Croatian citizens, and also in the
context of the forthcoming accession to the Eurag@éammunity. Rational policy of control
of executing expenditure has an important placéh@se processes, and the Economic and
Fiscal Policy Guidelines show determination to aehithese endeavours.

In accordance with the above, it is essential &tige the following polices and reforms:
* Ensuring a uniform development for all regions no&ia,

« Directing the funds to science and education, dtlutaf citizens of all age groups
and promoting development of the society of knogéed

* Promoting employment and development of enterprise;

« Completing the transition process that will begeféd thorough the restructuring of
the shipbuilding sector, and restructuring and madation of railways and
completion of the privatisation process;

« Continuation of judiciary reform;

« Continuation of the reform of the healthcare systerarder to provide quality health
care for all citizens along with highly rationaleygtions;
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» Ensuring a fair pension system while securingaigytterm sustainable fiscal position,
and improving the social status of pensioners;

« Continuation of the policy of ensuring a high leeérights for all socially endangered
groups of society;

« Continuation of investments into road and railwafrastructure, and water and gas
supply;

» Strengthening of energy efficiency and energy tgpi

e Completion of the reconstruction process and retfinefugees;

* Maintaining stability of the tax system;

« Completion of the process of alignment of Croatigislation with the acquis
communautaire.

Total expenditure

The total expenditure of the budgetary central gowent for 2008 is projected to amount to
HRK 117.1 billion, which represents a nominal irmse of HRK 4.3 billion or 3.8%
compared to the plan for 2003, and a year-on-yearease of 6.2%. An increase in the
expenditure of the budgetary central governmenf@f8 is lower than for other years until
2010 due to the base effect of 2007, which on #perditure side includes an increase in
expenditure for the purpose of solving the problgharrears in the healthcare system that
have been carried forward from the beginning o$ tthecade. Also, expenditure for 2007
includes significant amounts allocated for enforeami.e. solving the problems of unpaid
compensation of employees from 2000 and 2001, warolse due to non-compliance with
collective agreements executed in that period. thhid reason for the increase in expenditure
in 2008 arises from the high level of material engiture in 2007, which will record a very
high year-on-year growth due to the EU pre-accespiogrammes which are in the larger
part intended for material expenditure.

Projections for the budgetary central governmepeexiture for 2009 amount to HRK 124.6
billion, which represents a nominal increase of HRK billion or 6.4% in comparison to the
preceding year. Projections for the increase ofbilndgetary central government expenditure
in 2010 again amount to 6.4% as in the previous,ysa that in nominal terms the
expenditure will increase by HRK 7.9 billion thusaching the level of HRK 132.5 billion.
Consequently, the total expenditure will recordoastant decline of its share in GDP, and
will thus reduce from 39.2% of GDP in 2008 to 36.822010.

Table 9: Trends in the budgetary central governnexpienditure for the period 2006 — 2010

2006 plan 2007 2008p 2009p 2010p
000 HRK % of GDP| 000 HRK % of GDP__ 2007/2006] 000 HRK % ofsDP__ 2008/2007 000 HRK % of GDP__ 2009/2008 000 HRK % of GDP_2010/2009|
EXPENSE, GFS 1986 (A+B+C) 98.938.791 395 112.798.433 1,24 114,0 117.067.238 39,2 103,8] 124.577.130 38,1 1064 .493B67 36,8 106,4
2 EXPENSE, GFS 2001 (A) 95.949.951 38,3 108.447.435 39,6 113,0 113.117.279 37,9 104,3 120.178.593 36,7 106}2 125699 35,5 106,5
21 Compensation of employees 24.313.867 9, 27.477.9520,0 113,0 28.994.808 9,7 105,5| 31.314.393 9,6 108j0 35849 9,4 108,0
22 Use of goods and servicers 6.069.116 2, 7.702.325 8 2 126,9 8.619.766 2,9 111,9 9.376.692 29 108,8 10.299.933 2,9 109,8
24 Interest 4.713.615 19 4.586.817 17 97,3 4.965.524 1,7 08,31 5.268.271 16 106,1 5.490.700 15 104,
25  Subsidies 5.670.789 2,3 6.017.759 22 106, 5.714.081 9 1, 95,0 5.976.000 18 104,6 6.099.718 17 102,11
26 Grants 6.652.994 2,7 8.513.643 31 128,0 6.947.337 2,3 81, B281. 23 106,7 7.938.114 2,2 107,1
27  Social benefits 43.444.589 173 48.538.710 17,7 1117 1.686.799 173 106,5 54.219.903 16,6 104, 57.320.785 159 1057
28  Other expense 5.084.980 2,0 5.610.231 2,0 110J3 68889 2,1 110,3 6.611.455 2,0 106,8| 7.026.818 2,0 1063
31,1 Acquisition of nonfinancial assets (B) 1.90248 0,8 3.436.026 13 180,0 2.958.934 1,0 86,1 3.148.332 1,0 6,410 3.165.037 0,9 100,5
Borrowing minus repayments (C) 1.080.358 0,4} 914972 3 0 84,7 991.024 0,3 108,3 1.250.205 0,4 126, 1.333.217 0,4 06,61
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Social benefits

Social benefits have the most significant sharthénstructure of the total expenditure of the
budgetary central government. Their share in thal &xpenditure of the budgetary central
government for the period 2006 — 2010 is at thelley¥ 44%. Social benefits trends in the
period concerned are determined by assumptionst @heutrends in the most important
elements such as pension expenses, healthcaresespehild allowances, maternity benefits,
war veteran benefits and others.

Pensions

In the medium-term period, development of pensiafis be determined by the fairness
criterion, which also includes fiscal sustainapildf the pension system. In other words,
development of pensions may be characterised by faetors: (1) applying pension
adjustment in accordance with the expected grotmysand CPI growth; (2) securing
additional funds for the purpose of equalisationthed status of the so called old and new
pensioners, but without encroaching upon the detemts of the pension reform — additional
expenses to be allocated for this purpose will arthéo approximately 0.3% of GDP in the
period until 2010.

In accordance with the assumptions which deternfiaedevelopment of pension expenses in
the medium-term period, these expenses will anaa-ge-year basis an increase of 9.6%, or
almost HRK 3 billion in 2008. In 2009 the growthlMde lower and it will amount to 5.9%
due to the impact of the base effect in 2008, wiieenominal increase in comparison to the
preceding year will amount to HRK 2.0 billion. I'®20 pension expenses will increase by
7.4% in comparison to the preceding year, mearhayg will record a nominal increase of 2.6
billion Kuna. Thus the total expenditure on pensjoimcluding pensions for war veterans,
will amount to HRK 33.5 billion or 11.2% of GDP 008, HRK 35.4 billion or 10.8% of
GDP in 2009, and HRK 38.0 billion or 10.6% of GDP2010. In the medium-term period,
pensions for war veterans will stand at the le¥dlBK 4.9 billion in 2008, HRK 4.8 billion

in 2009, and HRK 5.3 billion in 2010. War veterapshsions include the so called translation
of the war veteran’s pensions for 2006, which is2008 planned in the amount of HRK 150
million.

Healthcare

One of the priorities in the context of allocatioh public funds is the organisation of the
healthcare system so that it provides quality aradlability of health services to all Croatian
citizens. Healthcare system is one of the systamigngoing a reform and endeavours in that
direction shall continue in the medium-term peri&thcumbrance of the healthcare system
with the past arrears holds and important positiothe framework of the plan for the 2007
budgetary central government, where through closdyais and channelling of additional
funds efforts are made to solve the issue of oudstg liabilities, and to secure the basis for a
successful future operation of the healthcare systghout generating new debts.

In that context, healthcare expenditure comprissgmificant share of the total expenditure
on social benefits in the medium-term period, amctessful implementation of reforms will
result in a more rational operation of the healtbsystem, and reduction of the share of these
expenses in GDP. Projections of expenditure ontlesle in 2008 amount to HRK 20.1
billion, and due to the base effect in 2007, whiatiudes the recovery of arrears which have
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been cumulating since the beginning of this decestmrds a nominal increase of only HRK
64 million, or 0.3%. Such trends in expenditurehealthcare will in 2008 reach the level of
6.7% of GDP. Nominal growth of expenditure on headre in 2009 will amount to HRK 1.2
billion or 5.8%, and in 2010 expenditure on heatlecwill increase by 3.7% or HRK 800
million. The structure of the total expendituretwalth mainly consists of expenses for social
benefits under the Croatian Institute for HealtBurance that will in 2008 amount to HRK
17.9 billion, in 2009 HRK 19 billion, and HRK 19billion in 2010. The remainder pertains
to social welfare under the Ministry of Health amd the medium-term period id will
constantly grow from 2008 to 2010 from HRK 2.2ibii to HRK more than HRK 2.3 billion
respectively.

Other social benefits

Apart from expenditure on pensions and expenditurenealthcare, expenditure on social
benefits contains a series of expenses from the @fresocial welfare. The trends in some
categories of social welfare make a significanttgbation to medium-term projections of
expenditure on social benefits, of which the expsnfor demographic policy need to be
underlined. Thus child allowance, after an increagthin the 2007 budgetary central
government, will increase by approximately HRK 20illion in 2008 to the amount of HRK
2.0 billion. In 2009 and 2010 expenditure on clalldwance will increase by additional HRK
50 million respectively, and will amount to HRK 3.0illion in 2009, and HRK 2.1 billion in
2010.

At the same time, maternity benefits will grow byrRK 132 million in 2008 to reach the
amount of more than HRK 1.7 billion, and they vgibw by an additional HRK 140 million
in 2009, and HRK 97 million in 2010. This expend&wn maternity benefits pertains to the
benefits for regular maternity leave and equipnfenthe newborn baby. In 2008 HRK 750
million will be allocated for the purpose of regulaternity leave, while the remainder
pertains to additional maternity leave and equipnfi@nthe newborn baby.

Other significant social welfare expenses whicledeine the overall trends of expenditure
on social benefits in the medium-term period ineledpenditure on the standing rights of the
Croatian war veterans, support grants, the rightpasents of children with more severe
disabilities and others.

According to these trends for the most significzategories of expenditure on social benefits,
they will achieve annual growth of 6.6% or HRK Biion in 2008, 4.9% or HRK 2.5 billion

in 2009, and 5.7% or HRK 3.1 billion in 2010. THease of expenditure on social benefits
expressed in GDP will amount to approximately 17 @ DP in 2008 to 15.9% of GDP in
2010.

Unemployment benefits

Unemployment benefits in the tables and this tegtpesented according to the GFS 2001
methodology, where presented items include not onlyppensation of employees which is
expressed in compliance with the laid down accogninethodology in the Republic of
Croatia, but also includes part of material exptmdi and compensation of employees in
healthcare institutions. Compensation of employisethe second largest item of the total
expenditure from the budgetary central governmentwhich average trends in the period
2008 — 2010 are at the level of 25% of total exjgenel Compensation of employees, which
includes wages and salaries, will amount the HRKbébn in 2008, HRK 31.3 billion in
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2009, and HRK 33.8 hillion in 2010. The projectionsre drafted based on an increase by
6% in the basic rate for each year concerned, madtaking into account the valid collective
agreements in certain state/public services.

If we take a look at the nominal increase in conspéions of employees in the years
concerned, in 2008 this expenditure will achieveghowth of HRK 1.5 billion, in 2009 HRK
2.3 billion, and in 2010 HRK 2.5 billion. The reastor a somewhat slower nominal growth
in 2008 is the previously mentioned base effeanfrg007, meaning covering the liabilities
under collective agreements which have been indludeghe 2007 budget. Until the end of
2010 compensations of employees will have a redshace in GDP at the level of 9.4%.

Material expenditure

Material expenditure, which includes remuneratibicammpensation of employees, expenses
for material and energy, expenses for servicesaheér operating expenses not mentioned
elsewhere, is projected on the basis of three rdaterminants of its development in the
medium-term period: (1) projections of the levEhmaterial expenditure without the impact
of using the pre-accession programmes, and in danoe with the expected overall
economic activity, (2) material expenditure projaeas include the effects of using the above-
mentioned pre-accession EU funds which have afgignt impact on precisely this item of
the total budgetary central government expendited (3) the impact of strategic
development of the Ministry of Defence in the cogwears has also been included.

In accordance with these determinants and assunsptioaterial expenditure, or expenditure
on using goods and services under the GFS methgylohall achieve the growth of HRK
917 million or 11.9% in 2008, HRK 757 million or83% in 2009, and 923 million or 9.8% in
2010. In absolute terms, projections of materiglemditure amount to HRK 8.6 billion in
2008, HRK 9.4 billion in 2009, and HRK 10.3 billiam 2010.

Interest

Expenditure on interest is projected on the basfatare payment obligations falling due and
will stand at the level of 1.7% of GDP in 2008,th® projected 1.5% of GDP in 2010. If
compared to the nominal growth, expenditure orr@stewill increase by HRK 380 million or
8.3% in 2008, HRK 300 million or 6.1% in 2009, amgproximately 200 million or 4.2% in
2010. Thereby the expenditure on interest will hethe level of approximately HRK 5 billion
in 2008, HRK 5.3 billion in 2009, and HRK 5.5 hilh in 2010.

Subsidies

Expenditure on subsidies in the medium-term pewdbbe determined by the development
in the amounts of the most significant categoriésubsides. Primarily the subsidies in
agriculture will record a mild increase in the periconcerned from HRK 2.7 billion in 2008

up to HRK 2.9 billion in 2010. The largest sharesabsidies for agriculture and the largest
share of their growth in the medium-term periodl vk related to the promotion of

agricultural production in accordance with the pmgpion of the agricultural sector to

increase the competitiveness prior to entry onhiigaly developed European Union market
of agricultural products.
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Other subsidies which need to be underlined arsetlior the Croatian Railways that will in
the medium-term record a mild but constant dedimeoth relative and absolute terms. In
2008 HRK 1.4 billion will be spent on the subsidies railway, and in 2010 they will drop

slightly and reach a little over HRK 1.3 billioneRructuring of operation of the Croatian
Railways will significantly contribute to the lowiag of subsidies.

Other subsidies that need to be pointed out arsidies for shipbuilding that will in the
medium-term amount to the average level of HRK #&illion, with a tendency to decline
towards the end of the period. Subsidies for wagarsport in the medium-term period, which
include promotion of the passenger and freightsparnt in the inland waterway and sea
transport, will stand at the level of HRK 365 nali.

Pursuant to the projections for the main categasfesxpenditure on the budgetary central
government subsidies, the share of these expens&®P will drop from 1.9% of GDP in
2008 to the level of 1.7% of GDP in 2010. Therefdser billion will be allocated for
subsidises in 2008, HRK 6 billion in 2009, and HRK billion in 2010.

Grants

Developments in expenditure on grants from the btatg central government are to a largest
extent determined by the trends in current andtaapiansfers within general government.
While capital grants are, for the most part, deteeh by developments in capital transfers
from the budgetary central government to the CamaRoads and the Croatian Motorways
through the transfer of road charges included énpthice of fuel, current transfers are mostly
determined by developments in current transfems ftbe budgetary central government for
decentralised functions, and grants to the areapeagfial state concern.

Accordingly, total grants in 2008 will reach theééof HRK 6.9 billion. Total grants in 2009
will record a year-on-year growth of HRK 464 or %.,7and in 2010 a year-on-year growth
will reach HRK 526 million or 7.1%. The total exmubkture on grants from the budgetary
central government in 2008 will amount to HRK 6i8idn, HRK 7.4 billion in 2009, and
HRK7.9 billion in 2010, while the share in GDP wiléecline from 2.3% in 2008 to 2.2% in
2010.

Other expenditure

Other expenditure in the medium-term period widngt in accordance with the projections
for other current and capital expenses. Other aapxpenditure in the period concerned will
grow faster than other current expenditure, thenmaason for such a trend being the process
of stepping up modernisation and construction ef thilway infrastructure, investment in
water supply, strengthening of weakly developedioreg in Croatia, and investment in
reconstruction and protection of cultural goods.that context, other expenditure will reach
the level of 6.2 billion in 2008, accounting fornaminal increase of HRK 580 million or
10.3% in comparison to the preceding year. Othpeediture in 2009 will reach the level of
HRK 6.6 billion, thus achieving a year-on-year gtowf HRK 422 million or 6.8% and in
2010 the level of approximately HRK 7.0 billion,cacinting for an increase of HRK 415
million or 6.3% in comparison to the preceding yelBegarding other budgetary central
government expenses in terms of the share in GDB, avident that in the medium-term
period they will stand at the average level of 2@R@DP.
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Expenditure for the acquisition of nonfinancial agss

In the medium-term period expense for the acqoisiaf nonfinancial assets will stand at an
approximately average level of share in GDP of 1.08aintaining this expenditure at the
same level in terms of the share in GDP in the omaelerm period facilitates an ongoing
state investments in the medium-term period. Incte of expenditure on the acquisition of
nonfinancial assets in absolute terms, it will amoiwo HRK 3.0 billion in 2008, HRK 3.1
billion in 2009, and HRK 3.2 billion in 2010.

Table 10: Distribution of total expenditure of thedgetary central government in 2008

Share in total Difference 2008 -

000 HRK Plan 2007 2008 projection . 2007
Compensation of employees 19.961.088 21.020.298 17,9 059210
Material expense 8.068.548 9.016.361 7,7 947.813
Interest 4.586.817 4.965.524 4,2 378.708
Pensions (total) 30.517.240 33.458.075 28,5 2.940.835
of which: pensions for war veterans 4.106.810 4.852.0 4,1 745.190
benefits for citizens and households in health 2881 20.102.906 17,1 64.065
of which: social welfare 1.981.285 2.195.350 1,9 218.06
of which: HZZO social benefits 18.057.556 17.907.556 15,3 -150.000
Subsidies 6.017.759 5.714.081 4,9 -303.678
of which: Croatian Railway 1.700.900 1.409.600 1,2 1-290
of which: agriculture 2.647.829 2.675.178 2,3 27.349
Child allowance 1.807.906 2.000.000 17 192.094
Maternity benefits 1.600.000 1.732.113 15 132.113
Unemployment 802.847 880.000 0,7 77.153
Expense for acquisition of nonfinancial assets 3036 2.958.934 2,5 -477.092
Other 16.252.496 15.504.035 13,2 -748.461
TOTAL 113.089.56 117.352.32 100,( 4.262.76!

Note: Includes all sources of funding from the gratfi accounts 3,4,51 and 53 of economic classifinat

Projections for the budgetary central governmengeaxiture within the framework of the
Economic and Fiscal Guidelines for the period 2608010 do not take into account the
estimates of the Republic of Croatia’s liabilites regards the European Union budget, since
they are the subject-matter of pre-accession retgmis.

4.4.2. Expenditure of budgetary central governmeby divisions

Table 11 shows an estimate of the cap of the fiahptan for the period 2008 — 2010 broken
down by budgetary central government divisions.sTéstimate includes expenditure and
expenses that are, in accordance with the econdassification, categorised into the classes
as follows:

. 3 — operating expenditure

. 4 — expenditure on the acquisition of nonfinanagdets

. groups of the account 51 — expenditure on loanstgdsand

. groups of the account 53 — expenditure on shaeter equity
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The above groups of expenditure and expenses @aacked from the source of finance:
general revenue and income, from the source: danioins (only for the Ministry of Health
and Social Welfare and for the Ministry of the Egory, Labour and Entrepreneurship) and
from the source: special purpose income from bamgsy

Sources of finance: general revenue and incomeamprised of revenues from taxes (for the
most part), revenues from financial assets, revenfrem administrative fees, state
administration revenues, revenues from fines, iredram financial assets and borrowings
and other.

For revenues which are classified as the sourdmanfce: general revenue and income with
no determined purpose, which beneficiaries genémagirsuing their business activities.

Expenditure planned in the budget of a budget heiaef from the source of finance: general
revenue and income are settled up to the amoutheofplanned expenses irrespective of
revenues collected.

Table 11 does not include an estimate of expereddnd expenses to be financed from other
sources, such as: own revenues; special purposaues, grants; donations and revenues
from the sale of nonfinancial assets and insurataies. The spending rule for these sources
of finance depends on the nature of the sourcmante itself.

For the purpose of developing a fiscally and stcsilistainable budget in the coming period
with evident further fiscal adjustment on the exgiame side, the Ministry of Finance

proposes that the ministries, central governmefitesf and agencies should follow the
proposal of the Ministry of Finance in the fieldtbe established limits by budgetary central
government divisions for all sources of financet tféect the level of deficit, which is also a
significant precondition for a good preparatiortted budget for the period 2008 — 2010.

37



Table 11: Total expenditure limits by divisionstod budgetary central government for these
sources of financing: general revenue and incoroafributions and special purpose income
from borrowing for the period 2008 — 2010

2008 / 2009 / 2010/
000 HRK Plan 2007 2008 projection 2007 2009 projection 2008 2010 projection 2009
indeks indeks indeks
TOTAL 107.444.087 112.081.631 104,3 119.259.474 1064 126.832.462 106,4
010 CROATIAN PARLIAMENT 310.44 192.546 62,0 322.624 1674 183.549 56,9
015 PRESIDENT OF THE REPUBLIC OF CROATIA 53.281 54.056 1014 56.329 1049 59.150 105,
017 CONSTITUTIONAL COURT OF THE REPUBLIC OF CROATIA 30.234 35.236 116,94 30.837 879 31.978 103,71
AGENCY FOR THE PROTECTION OF MARKET
018 COMPETITION 10.971 11.386 103,7 11.967 105, 12.551 1049
020 GOVERNMENT OF THE REPUBLIC OF CROATIA 191.187 196.384 102, 201.383 1024 209.238 1039
021 CENTRAL STATE OFFICE FOR PUBLIC ADMINISTRATION 513.91 537.531 104,94 566.637 1054 594.017 1049
022 CENTRAL STATE OFFICE FOR E-CROATIA 46.379 47.470 1024 50.581 106,4 52.890 104,49
023 CENTRAL STATE OFFICE FOR DEVELOPMENT STRATEG 13.75 13.199 95,9 13.817 104,71 14.332 103,71
CENTRAL STATE OFFICE FOR STATE PROPERTY
024 MANAGEMENT 33.62( 45719 136,G 36.758 80,4 39.668 107,9
025 MINISTRY OF FINANCE 11.086.03 11.991.548 108, 12.766.384 106, 13.477.376 105,49
027 RC - SECURITY AND INTELLIGENCE AGENCY 294.74 291.249 98,9 308.011 1054 316.557 1024
030 MINISTRY OF DEFENCE 4.487.72 5.374.180 1194 6.054.347 1121 7.204.260 1194
040 MINISTRY OF THE INTERIOR 4.349.44 4.121.410 94,9 4.375.793  106,4 4.615.629 1055
MINISTRY OF THE FAMILY, VETERANS' AFFAIRS AND
046 INTERGENERATIONAL SOLIDARITY 7.988.33i 9.080.489 113,71 9.570.152 1054 10.060.722 105,
MINISTRY OF FOREIGN AFFAIRS AND EUROPEAN
048 INTEGRATION 686.43 696.388 1014 726.920 1044 763.881  105,]
MINISTRY OF THE ECONOMY, LABOUR AND
050 ENTREPRENEURSHIP 29.281.264 31.622.554 108,q 33.710.666  106.,4 35.887.056 106,
055 MINISTRY OF CULTURE 1.006.74 949.087 94,3 998.526 105, 1.035.025 103,71
MINISTRY OF AGRICULTURE, FORESTRY AND WATER
060 MANAGEMENT 3.319.77 3.361.505 101, 3.400.833  101,4 3.508.491 1039
MINISTRY OF THE SEA, TOURISM, TRANSPORT AND
065 DEVELOPMENT 7.439.17. 6.336.986 85,7 6.507.603 102,71 6.799.694 104,
MINISTRY OF ENVIRONMENTAL PROTECTION,
075 PHYSICAL PLANNING AND CONSTRUCTION 732.12 676.335 924 747.387 1104 777519 1044
080 MINISTRY OF SCIENCE, EDUCATION AND SPORTS 10.547.08 11.210.298 106, 12.148.175 1084 13.233.714 1089
100 MINISTRY OF HEALTH AND SOCIAL WELFARE 21.145.864 21.169.325 100,14 22.420.871 1059 23.495.110 104,94
106 CROATIAN ACADEMY OF SCIENCE AND ARTS 64.624 65.101 100, 68.450 105,] 72.544 106,
110 MINISTRY OF JUSTICE 2.352.07 2.467.549 1049 2.562.363 103,94 2.719.917 106,31
115 DEVELOPMENT AND EMPLOYMENT FUND 352.58 351.469 99,7 338.985 96,4 337.558 99,4
116 REGIONAL DEVELOPMENT FUND 192.317 220.011 1144 230.479 1044 235.564 102,
120 OMBUDSMAN'S OFFICE 5.807 6.076 104,49 6.410 1059 6.707 104,49
121 OMBUDSMAN FOR CHILEDREN 4.179 4.473 107, 4.607 103, 4.878 105,9
122 OMBUDSMAN FOR GENDER EQUALITY 2.6123 2.704 1034 2.829 1049 2.965 104.9
140 METEOROLOGICAL AND HYDROLOGICAL SERVICE 54.814 56.967 1039 59.741 1049 62.525 104,71
150 STATE OFFICE FOR METROLOGY 30.329 30.295 99,9 31.774 1049 32.944 103,71
151 CROATIAN STANDARDS INSTITUTE 11.409 11.678 1024 12.215 104,49 12.685 103,9
152 CROATIAN ACCREDITATION AGENCY 6.143 6.251 101,49 6.533 104 .9 6.749 103,
156 STATE INTELLECTUAL PROPERTY OFFICE 20.787 21.371 1024 22.449 105, 23.525 104,94
160 CENTRAL BUREAU OF STATISTICS 72.837 74.277 102, 77.138 1039 81.307 1054
175 CROATIAN HYDROGRAPHIC INSTITUTE 11.594 12.022 103, 12.486 1039 13.259 106,7
180 STATE GEODETIC DIRECTORATE 237.457 240.104 101,73 249.319 1034 260.681 104,94
185 STATE ADULT OFFICE 52.56] 54,723 104,% 57.668 1054 60.455 104,94
STATE COMMISSION FOR THE SUPERVISION OF PUBLI]Q
196 PROCUREMENT PROCEDURES 5.474 5.612 1024 5.870 104,49 6.220 106,
220 CROATIAN MINE ACTION CENTRE 217.52 245136 112,71 282.688 115 308.096 109,
225 STATE INSPECTOR'S OFFICE 142.954 150.333 105,4 158.426 1054 167.264 105,
COMMISSION ON RELATIONS WITH RELIGIOUS
230 COMMUNITIES 652 667 102, 695 104, 733 1059
CROATIAN INFORMATION AND DOCUMENTATION
235 REFERRAL AGENCY 5.651 5.740 1014 6.015 104, 6.379 106,1
240 OFFICE OF THE NATIONAL SECURITY COUNCIL 12.924 13.335 103,71 14.023 105,9 14.499 1034
250 PERSONAL DATA PROTECTION AGENCY 6.945 7.170 1034 7.471 104,3 7.774 1041
255 CROATIAN INSTITUTE FOR RADIATION PROTECTION 4.059 4.048 99,7 4.202 1039 4.377 104,
260 STATE INSTITUTE FOR NUCLEAR SAFETY 7.237 7.141 98,7 7.420 1039 7.708 103,9
OMBUDSMAN FOR PEOPLE WITH DISABILITIES 0 2.50( 2.617 104, 2.74¢ 1049
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Table 12: Limits on expenditure on employees bigidivs of budgetary central government
for these sources of financing: general revenue ammbme, contributions and special
purpose income from borrowing for the period 2003010

2008 / 2009 / 2010/
000 HRK Plan 2007 2008 projection 2007 | 2009 projection 2008 | 2010 projection 2009
indeks indeks indeks
TOTAL 19.944.91 21.003.957 105, 22.571.892 107 24.521.038 108,49
010 CROATIAN PARLIAMENT 97.367 108.151 1111 113.559  105( 121.372 1069
015 PRESIDENT OF THE REPUBLIC OF CROATIA 27.099 27912 103( 29.590 106, 31.809 107.9
017 CONSTITUTIONAL COURT OF THE REPUBLIC OF CROATIA 20.611 21543 1044 22.989 106, 1 24.194 105,4
AGENCY FOR THE PROTECTION OF MARKET
018 COMPETITION 7.655 8.144 1064 8.639 106, 9.150 105.9
020 GOVERNMENT OF THE REPUBLIC OF CROATIA 64.06( 69.392 1084 71.978  103,% 77.195 107,4
021 CENTRAL STATE OFFICE FOR PUBLIC ADMINISTRATION 386.34 409.523 1064 434.094 1064 458.305 105,49
022 CENTRAL STATE OFFICE FOR E-CROATIA 3.469 3.690 1064 3.911 106, 4.146 106,q
023 CENTRAL STATE OFFICE FOR DEVELOPMENT STRATEG 6.129 6.496  106,]] 6.947 107 4 7.254 1044
CENTRAL STATE OFFICE FOR STATE PROPERTY
024 MANAGEMENT 5.822 6.184 106, 6.519 1054 6.900 1059
025 MINISTRY OF FINANCE 897.07: 968.839 108, 1.049.125 108,3 1.128.785 107,94
027 RC - SECURITY AND INTELLIGENCE AGENCY 189.881 201.274 1064 216.350 1074 228.039 1054
030 MINISTRY OF DEFENCE 2.544.56: 2.616.325 1029 2.694.815 103 2.964.296 110,
040 MINISTRY OF THE INTERIOR 3.229.02 3.019.969 93,9 3.221.167 106,74 3.420.000 106,4
MINISTRY OF THE FAMILY, VETERANS' AFFAIRS AND
046 INTERGENERATIONAL SOLIDARITY 31.00] 32.861 1064 34.833  106,g 36.575 105,4
MINISTRY OF FOREIGN AFFAIRS AND EUROPEAN
048 INTEGRATION 361.55] 383.244 106 406.239 106,4 431.496 106,
MINISTRY OF THE ECONOMY, LABOUR AND
050 ENTREPRENEURSHIP 517.464 548.750 106, 581.491 106, 613.278 1054
055 MINISTRY OF CULTURE 225.89: 239.452 106, 253.819 106, 267.725 1054
MINISTRY OF AGRICULTURE, FORESTRY AND WATER
060 MANAGEMENT 132.947 140.924 106,4 149.571  106,]] 157.563 105,
MINISTRY OF THE SEA, TOURISM, TRANSPORT AND
065 DEVELOPMENT 114.52 118.538 1034 125.057 105 134.437 1079
MINISTRY OF ENVIRONMENTAL PROTECTION,
075 PHYSICAL PLANNING AND CONSTRUCTION 88.097 93.176 105,94 98.190 1054 103.404 1054
080 MINISTRY OF SCIENCE, EDUCATION AND SPORTS 7.980.15: 8.778.367 110, 9.650.422  109.9 10.665.036 110,
100 MINISTRY OF HEALTH AND SOCIAL WELFARE 880.42 920.048 1044 975.251 1064 1.043.450 107,
106 CROATIAN ACADEMY OF SCIENCE AND ARTS 44.024 46.005 104 48.536 1059 52.176 1079
110 MINISTRY OF JUSTICE 1.641.64 1.760.145 107, 1.866.554  106,4 1.999.615 107,]
115 DEVELOPMENT AND EMPLOYMENT FUND 2.567 2722 106,] 2.904 106, 3.122 1079
116 REGIONAL DEVELOPMENT FUND 1.957 2.040 1044 2.152 1059 2.313 107.9
120 OMBUDSMAN'S OFFICE 4.881 5.174 106( 5.484 106, 5.760 105,4
121 OMBUDSMAN FOR CHILEDREN 2.89¢ 3.110 1074 3.250 1049 3.500 107,1
122 OMBUDSMAN FOR GENDER EQUALITY 1.717 1815 1064 1.924 106, 2.039 106,
140 METEOROLOGICAL AND HYDROLOGICAL SERVICE 38.534 40.848 1064 43.297 106, 45.669 1059
150 STATE OFFICE FOR METROLOGY 15.021 15.947 106, 16.879 1059 17.802 105,
151 CROATIAN STANDARDS INSTITUTE 6.419 6.804 106, 7.212 106, 7.574 105,
152 CROATIAN ACCREDITATION AGENCY 3.034 3.218 106 3.412 106, 3.564 1044
156 STATE INTELLECTUAL PROPERTY OFFICE 13.719 14.540 1064 15.420 106, 16.350 106,q
160 CENTRAL BUREAU OF STATISTICS 42.119 44587 1059 46.584 1049 50.133 107,49
175 CROATIAN HYDROGRAPHIC INSTITUTE 8.493 8.975 105,71 9.363 104, 10.066 1079
180 STATE GEODETIC DIRECTORATE 100.16: 105.676 1059 111.433 1054 119.716 1074
185 STATE ADULT OFFICE 42.179 45.000 106,74 47.700 106, 50.262 1054
STATE COMMISSION FOR THE SUPERVISION OF PUBLI(Q
196 PROCUREMENT PROCEDURES 3.759 3.927 1044 4.143 1059 4.454 107.9
220 CROATIAN MINE ACTION CENTRE 28.484 30.100 105,74 31.907 106, 33.763 105.9
225 STATE INSPECTOR'S OFFICE 111.19: 117.090 1059 124.420 106, 132.526 106,
COMMISSION ON RELATIONS WITH RELIGIOUS
230 COMMUNITIES 381 400 105 422 1059 453 107.9
CROATIAN INFORMATION AND DOCUMENTATION
235 REFERRAL AGENCY 4.054 4197 1039 4.428 105, 4.760 1079
240 OFFICE OF THE NATIONAL SECURITY COUNCIL 9.019 9.565 106,] 10.134  105.9 10.587 104 .9
250 PERSONAL DATA PROTECTION AGENCY 3.753 4.000 1064 4.217 1054 4.448 1059
255 CROATIAN INSTITUTE FOR RADIATION PROTECTION 1.439 1503 1044 1.586 1059 1.704 1079
260 STATE INSTITUTE FOR NUCLEAR SAFETY 2.313 2.417 1044 2.550 1059 2.741 107.9
OMBUDSMAN FOR PEOPLE WITH DISABILITIES 0| 1.35( 1.42¢ 1059 1.531 107,
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Table 13: Limits of material expenditure by divissoof the budgetary central governméat
these sources of financing: general revenue andnmg contributions and special purpose
income from borrowing for the period 2008 — 2010

2008 / 2009 / 2010/
000 HRK Plan 2007 2008 projection 2007 | 2009 projection 2008 | 2010 projection 2009
indeks indeks indeks
TOTAL 7.328.59 8.276.371 1129 9.068.123 1094 10.033.843  110.4
010 CROATIAN PARLIAMENT 100.754 49.750 494 112.368 2259 50.357 44.9
015 PRESIDENT OF THE REPUBLIC OF CROATIA 22.797 22.797 100 23.253 102, 23.834 1029
017 CONSTITUTIONAL COURT OF THE REPUBLIC OF CROATIA 5.733 5.847 102( 5.997 1029 6.022 1004
AGENCY FOR THE PROTECTION OF MARKET
018 COMPETITION 2.734 2.734 100( 2.789 1024 2.858 1029
020 GOVERNMENT OF THE REPUBLIC OF CROATIA 72.634 72.639 100 74.092 1024 75.944 1029
021 CENTRAL STATE OFFICE FOR PUBLIC ADMINISTRATION 121.101 123.318 1014 126.529 1024 129.617 1024
022 CENTRAL STATE OFFICE FOR E-CROATIA 41.969 42969 1024 45.808 106.,4 47.878 1049
023 CENTRAL STATE OFFICE FOR DEVELOPMENT STRATEG 6.239 6.236 100 6.361 1024 6.520 1029
CENTRAL STATE OFFICE FOR STATE PROPERTY
024 MANAGEMENT 19.644 19.645 100 20.038  102,G 20.539 1029
025 MINISTRY OF FINANCE 942.881 972.887 103, 992.344 102 1.017.153 1024
027 RC - SECURITY AND INTELLIGENCE AGENCY 61.064 61.066 100,q 62.287 1024 63.845 1029
030 MINISTRY OF DEFENCE 1.872.61 2.688.664 1434 3.295.196 1224 4.165.410 1264
040 MINISTRY OF THE INTERIOR 745.17! 774977 1044 798.275 1034 825.450 1034
MINISTRY OF THE FAMILY, VETERANS' AFFAIRS AND
046 INTERGENERATIONAL SOLIDARITY 65.914 67.915 103 68.233 100§ 70.914 103.9
MINISTRY OF FOREIGN AFFAIRS AND EUROPEAN
048 INTEGRATION 232.484 250.000 1074 255.320 1021 263.800 103,
MINISTRY OF THE ECONOMY, LABOUR AND
050 ENTREPRENEURSHIP 366.86 374.197 102( 381.680 102 383.552 1004
055 MINISTRY OF CULTURE 73.241 73.246 100( 74.711 1024 76.579 1029
MINISTRY OF AGRICULTURE, FORESTRY AND WATER
060 MANAGEMENT 177.93: 177.933 1004 181.491 102 186.029 1024
MINISTRY OF THE SEA, TOURISM, TRANSPORT AND
065 DEVELOPMENT 156.69: 156.693 100,q 159.827 102 163.823 1029
MINISTRY OF ENVIRONMENTAL PROTECTION,
075 PHYSICAL PLANNING AND CONSTRUCTION 95.459 95.458 100,4 97.367 1024 99.801 102,9
080 MINISTRY OF SCIENCE, EDUCATION AND SPORTS 790.88! 812.889 1024 820.707 101 846.875 1033
100 MINISTRY OF HEALTH AND SOCIAL WELFARE 404.17 404.178 100( 412.262 102 422568 1024
106 CROATIAN ACADEMY OF SCIENCE AND ARTS 8.787 8.787 100( 8.963 1024 9.187 1029
110 MINISTRY OF JUSTICE 525.25] 565.762 107,71 556.477 98,4 560.139 100,79
115 DEVELOPMENT AND EMPLOYMENT FUND 2.834 2.836 100( 2.893 1024 2.965 1029
116 REGIONAL DEVELOPMENT FUND 2.074 2.076 100( 2.118 1024 2.170 1029
120 OMBUDSMAN'S OFFICE 764 768 100 784 1024 803 1029
121 OMBUDSMAN FOR CHILEDREN 1.061] 1.130 1069 1.150 101, 1.170 101,71
122 OMBUDSMAN FOR GENDER EQUALITY 790 795  100.4 806 1014 826 1029
140 METEOROLOGICAL AND HYDROLOGICAL SERVICE 15.829 15.829 100 16.145 102G 16.549 1029
150 STATE OFFICE FOR METROLOGY 8.339 8.339 1004 8.506 1024 8.718 102,9
151 CROATIAN STANDARDS INSTITUTE 4.111 4111 1004 4193 102, 4298 102
152 CROATIAN ACCREDITATION AGENCY 2.33( 2377 1024 2.424  102( 2485 1024
156 STATE INTELLECTUAL PROPERTY OFFICE 5.429 5.428 100( 5.537 1024 5.675 1029
160 CENTRAL BUREAU OF STATISTICS 22.47] 22471 1004 22.921 1024 23.494 1029
175 CROATIAN HYDROGRAPHIC INSTITUTE 2.703 2,702 100( 2.756 1024 2.825 1029
180 STATE GEODETIC DIRECTORATE 116.88 116.889 100,4 119.227 102 122.208 1024
185 STATE ADULT OFFICE 8.57Q 8.570 100 8.741 1024 8.960 102,9
STATE COMMISSION FOR THE SUPERVISION OF PUBLI(Q
196 PROCUREMENT PROCEDURES 1.499 1.495 1004 1.525 1024 1.563 1029
220 CROATIAN MINE ACTION CENTRE 179.52: 206.798 115 242.031 117( 265.450 109,71
225 STATE INSPECTOR'S OFFICE 27.98 29.986 107,71 30.546 101.9 31.259 102,
COMMISSION ON RELATIONS WITH RELIGIOUS
230 COMMUNITIES 247 247 1004 252 1024 258 1029
CROATIAN INFORMATION AND DOCUMENTATION
235 REFERRAL AGENCY 1.197 1.192 100 1.216 1024 1.246 1029
240 OFFICE OF THE NATIONAL SECURITY COUNCIL 2.619 2.719 1034 2.771 1019 2.788 100.9
250 PERSONAL DATA PROTECTION AGENCY 2.66( 2.713 102( 2.767 1024 2.836 1029
255 CROATIAN INSTITUTE FOR RADIATION PROTECTION 2.077 2.077 100( 2.119 1024 2.172 1029
260 STATE INSTITUTE FOR NUCLEAR SAFETY 3.537 3.537 100( 3.608 1024 3.698 1029
OMBUDSMAN FOR PEOPLE WITH DISABILITIES 0 70C 714 102, 732 102,
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Table 14: Limits of financial expenditure by diwiss of the budgetary central governmamt
the following sources of financing: general reveram& income, contributions and special
purpose income from borrowing for the period 2003010

2008 / 2009 / 2010/
000 HRK Plan 2007 2008 projection 2007 | 2009 projection 2008 | 2010 projection 2009
indeks indeks indeks
TOTAL 5.062.19 5.531.918 109,3 5.785.383 1044 6.064.125 104,
010 CROATIAN PARLIAMENT 267 133 50,0 137 1029 140 102,
015 PRESIDENT OF THE REPUBLIC OF CROATIA 1.041 1.041 1004 1.041 1004 1.041 100,q
017 CONSTITUTIONAL COURT OF THE REPUBLIC OF CROATIA 13 7 50,0 7 1004 7 100,q
AGENCY FOR THE PROTECTION OF MARKET
018 COMPETITION 8 8 1004 8 1004 8 100,q
020 GOVERNMENT OF THE REPUBLIC OF CROATIA 549 450 82,0 380 844 440 1159
021 CENTRAL STATE OFFICE FOR PUBLIC ADMINISTRATION 559 559 100 559 1004 559 100,q
022 CENTRAL STATE OFFICE FOR E-CROATIA 10] 10 1004 10 1004 10 100,q
023 CENTRAL STATE OFFICE FOR DEVELOPMENT STRATEG 18 9 50,0 9 1004 9 100,q
CENTRAL STATE OFFICE FOR STATE PROPERTY
024 MANAGEMENT 45 23 50,0 23 1004 23 100,
025 MINISTRY OF FINANCE 4.656.03 5.132.643 110, 5.389.275 105( 5.650.954 1049
027 RC - SECURITY AND INTELLIGENCE AGENCY 279 270 100 270 1004 270 100,q
030 MINISTRY OF DEFENCE 56.311 55.420 98,4 50.320 90,8 60.321 119.9
040 MINISTRY OF THE INTERIOR 8.719 8.715 100 8.715 1004 8.715 100,
MINISTRY OF THE FAMILY, VETERANS' AFFAIRS AND
046 INTERGENERATIONAL SOLIDARITY 1.671 1.671 1004 1.671 1004 1.671 100,q
MINISTRY OF FOREIGN AFFAIRS AND EUROPEAN
048 INTEGRATION 1.844 1.840 100 1.840 1004 1.840 100,
MINISTRY OF THE ECONOMY, LABOUR AND
050 ENTREPRENEURSHIP 170.44 170.440 1004 170.440 100 170.440 100,
055 MINISTRY OF CULTURE 360 360 100 360 1004 360 100,
MINISTRY OF AGRICULTURE, FORESTRY AND WATER
060 MANAGEMENT 5.792 2.896 50,0 2.896 1004 2.896 100,q
MINISTRY OF THE SEA, TOURISM, TRANSPORT AND
065 DEVELOPMENT 1.744 870 50,0 870 1004 870 100,
MINISTRY OF ENVIRONMENTAL PROTECTION,
075 PHYSICAL PLANNING AND CONSTRUCTION 599 599 1004 599 1004 599 100,q
080 MINISTRY OF SCIENCE, EDUCATION AND SPORTS 49.97 49.976 100 49.976 1004 49.976 100,
100 MINISTRY OF HEALTH AND SOCIAL WELFARE 75.174 75.174 100 75.174  100,g 75.174 100,
106 CROATIAN ACADEMY OF SCIENCE AND ARTS 53] 27 50,0 27 1004 27 100,q
110 MINISTRY OF JUSTICE 23.314 21.660 92,9 23.660 109,3 30.660 129,49
115 DEVELOPMENT AND EMPLOYMENT FUND 5.934 5936 100( 5.936 1004 5.936 100,
116 REGIONAL DEVELOPMENT FUND 662 662 1004 662 1004 662 100,q
120 OMBUDSMAN'S OFFICE 5 3 50,0 3 1004 3 100,q
121 OMBUDSMAN FOR CHILEDREN 5 3 50,0 3 1004 3 100,
122 OMBUDSMAN FOR GENDER EQUALITY 2 1 50,0 1 1004 1 100,
140 METEOROLOGICAL AND HYDROLOGICAL SERVICE 292 146 50,0 146 1004 146 100,q
150 STATE OFFICE FOR METROLOGY 64 64 1004 64 1004 64 100,q
151 CROATIAN STANDARDS INSTITUTE 38| 38 1004 38 1004 38 100,
152 CROATIAN ACCREDITATION AGENCY 37| 19 50,0 19 1004 19 100,
156 STATE INTELLECTUAL PROPERTY OFFICE 18 9 50,0 9 1004 9 100,q
160 CENTRAL BUREAU OF STATISTICS 60 60 1004 60 1004 60 100,
175 CROATIAN HYDROGRAPHIC INSTITUTE 0| 0 0 0
180 STATE GEODETIC DIRECTORATE 70| 35 50,0 35 1004 35 100,q
185 STATE ADULT OFFICE 7 4 50,0 4 1004 4 100,q
STATE COMMISSION FOR THE SUPERVISION OF PUBLI(Q
196 PROCUREMENT PROCEDURES 5 3 50,0 3 1004 3 100,q
220 CROATIAN MINE ACTION CENTRE 65] 33 50,0 33 1004 33 100,q
225 STATE INSPECTOR'S OFFICE 83] 83 1004 83 1004 83 100,
COMMISSION ON RELATIONS WITH RELIGIOUS
230 COMMUNITIES 2 1 50,0 1 1004 1 100,q
CROATIAN INFORMATION AND DOCUMENTATION
235 REFERRAL AGENCY 6 3 50,0 3 1004 3 100,
240 OFFICE OF THE NATIONAL SECURITY COUNCIL 5 5 1004 5 1004 5 100,q
250 PERSONAL DATA PROTECTION AGENCY 2 1 50,0 1 1004 1 100,q
255 CROATIAN INSTITUTE FOR RADIATION PROTECTION 2 2 1004 2 1004 2 100,q
260 STATE INSTITUTE FOR NUCLEAR SAFETY 20 10 50,0 10 1004 10 100,4
OMBUDSMAN FOR PEOPLE WITH DISABILITIES 0 0 0 0
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Table 10: Limits of expenditure on subsidies bystwns of the budgetary central government
for the sources of financing: general revenue ammbme, contributions and special purpose

income from borrowing for 2008 — 2010

2008 / 2009 / 2010/
000 HRK Plan 2007 2008 projection 2007 | 2009 projection 2008 | 2010 projection 2009
indeks indeks indeks

TOTAL 5.935.229 5.540.997 93,4 5.582.622 100,8 5.705.154 102,2

010 CROATIAN PARLIAMENT 0 0 0 0

015 PRESIDENT OF THE REPUBLIC OF CROATIA 0 0 0 0

017 CONSTITUTIONAL COURT OF THE REPUBLIC OF CROATI, 0 0 0 0
AGENCY FOR THE PROTECTION OF MARKET

018 COMPETITION 0 0 0 0

020 GOVERNMENT OF THE REPUBLIC OF CROATIA 0 0 0 0

021 CENTRAL STATE OFFICE FOR PUBLIC ADMINISTRATION 0 0 0 0

022 CENTRAL STATE OFFICE FOR E-CROATIA 0 0 0 0

023 CENTRAL STATE OFFICE FOR DEVELOPMENT STRATEG 0 0 0 0
CENTRAL STATE OFFICE FOR STATE PROPERTY

024 MANAGEMENT 0 0 0 0

025 MINISTRY OF FINANCE 340.664 180.000 52,8 190.000 105,6 210.000 110,5

027 RC - SECURITY AND INTELLIGENCE AGENCY 0 0 0 0

030 MINISTRY OF DEFENCE 0 0 0 0

040 MINISTRY OF THE INTERIOR 0 0 0 0
MINISTRY OF THE FAMILY, VETERANS' AFFAIRS AND

046 INTERGENERATIONAL SOLIDARITY 9.000 8.100 90,0 8.424 104,0 8.929 106,0
MINISTRY OF FOREIGN AFFAIRS AND EUROPEAN

048 INTEGRATION 0 0 0 0
MINISTRY OF THE ECONOMY, LABOUR AND

050 ENTREPRENEURSHIP 664.761 668.000 100,5 622.217 93,1 635.000 102,1

055 MINISTRY OF CULTURE 13.200 13.200 100,0 12.355 93,6 12.097 97,9
MINISTRY OF AGRICULTURE, FORESTRY AND WATER

060 MANAGEMENT 2.504.999 2.565.348 102,4 2.600.788 101,4 2.655.360 102,1
MINISTRY OF THE SEA, TOURISM, TRANSPORT AND

065 DEVELOPMENT 2.353.048 2.061.748 87,6 2.102.453 102,0 2.134.600 101,5
MINISTRY OF ENVIRONMENTAL PROTECTION,

075 PHYSICAL PLANNING AND CONSTRUCTION 0 0 0 0

080 MINISTRY OF SCIENCE, EDUCATION AND SPORTS 45.756 41.181 90,0 42.828 104,0 45.398 106,0

100 MINISTRY OF HEALTH AND SOCIAL WELFARE 3.000 2.700 90,0 2.808 104,0 2.976 106,0

106 CROATIAN ACADEMY OF SCIENCE AND ARTS 0 0 0 0

110 MINISTRY OF JUSTICE 0 0 0 0

115 DEVELOPMENT AND EMPLOYMENT FUND 800 720 90,0 749 104,0 794 106,0

116 REGIONAL DEVELOPMENT FUND 0 0 0 0

120 OMBUDSMAN'S OFFICE 0 0 0 0

121 OMBUDSMAN FOR CHILEDREN 0 0 0 0

122 OMBUDSMAN FOR GENDER EQUALITY 0 0 0 0

140 METEOROLOGICAL AND HYDROLOGICAL SERVICE 0 0 0 0

150 STATE OFFICE FOR METROLOGY 0 0 0 0

151 CROATIAN STANDARDS INSTITUTE 0 0 0 0

152 CROATIAN ACCREDITATION AGENCY 0 0 0 0

156 STATE INTELLECTUAL PROPERTY OFFICE 0 0 0 0

160 CENTRAL BUREAU OF STATISTICS 0 0 0 0

175 CROATIAN HYDROGRAPHIC INSTITUTE 0 0 0 0

180 STATE GEODETIC DIRECTORATE 0 0 0 0

185 STATE ADULT OFFICE 0 0 0 0
STATE COMMISSION FOR THE SUPERVISION OF PUBLI(Q

196 PROCUREMENT PROCEDURES 0 0 0 0

220 CROATIAN MINE ACTION CENTRE 0 0 0 0

225 STATE INSPECTOR'S OFFICE 0 0 0 0
COMMISSION ON RELATIONS WITH RELIGIOUS

230 COMMUNITIES 0 0 0 0
CROATIAN INFORMATION AND DOCUMENTATION

235 REFERRAL AGENCY 0 0 0 0

240 OFFICE OF THE NATIONAL SECURITY COUNCIL 0 0 0 0

250 PERSONAL DATA PROTECTION AGENCY 0 0 0 0

255 CROATIAN INSTITUTE FOR RADIATION PROTECTION 0 0 0 0

260 STATE INSTITUTE FOR NUCLEAR SAFETY 0 0 0 0
OMBUDSMAN FOR PEOPLE WITH DISABILITIES 0 0 0 0
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Table 16: Limits of expenditure on benefits forzeits and households by divisions of the
budgetary central government for the following sma# of financing: general revenue and
income, contributions and special purpose incoroefborrowing for the period 2008 — 2010

2008 / 2009 / 2010/
000 HRK Plan 2007 2008 projection 2007 | 2009 projection 2008 | 2010 projection 2009
indeks indeks indeks

TOTAL 54.496.044 57.964.566 1064 61.676.596 1064 65.236.341 105,

010 CROATIAN PARLIAMENT 129 130 108,3 125 96,7 126 100,94

015 PRESIDENT OF THE REPUBLIC OF CROATIA 20 300 1.500, 310 1039 320 103,

017 CONSTITUTIONAL COURT OF THE REPUBLIC OF CROATIA 0| 0 0 0
AGENCY FOR THE PROTECTION OF MARKET

018 COMPETITION 0| 0 0 0

020 GOVERNMENT OF THE REPUBLIC OF CROATIA 6.221 6.350 102,] 6.420 1011 6.500 101,4

021 CENTRAL STATE OFFICE FOR PUBLIC ADMINISTRATION 0| 0 0 0

022 CENTRAL STATE OFFICE FOR E-CROATIA 5 3 60,0 2 76,7 2 87,0

023 CENTRAL STATE OFFICE FOR DEVELOPMENT STRATEG 20 0 0,0 0 0
CENTRAL STATE OFFICE FOR STATE PROPERTY

024 MANAGEMENT 0| 0 0 0

025 MINISTRY OF FINANCE 0| 0 0 0

027 RC - SECURITY AND INTELLIGENCE AGENCY 674 1.100 1624 1.200 109, 1.200 100,q

030 MINISTRY OF DEFENCE 9.681 9.681 100 9.681 1004 9.681 100,q

040 MINISTRY OF THE INTERIOR 4.377 4377 100( 4.377 1004 4.377 100,
MINISTRY OF THE FAMILY, VETERANS' AFFAIRS AND

046 INTERGENERATIONAL SOLIDARITY 7.684.87 8.779.034 114,3 9.254.961 1054 9.735.999 105,
MINISTRY OF FOREIGN AFFAIRS AND EUROPEAN

048 INTEGRATION 10.844 10.844 100( 10.844  100,g 10.844 100,
MINISTRY OF THE ECONOMY, LABOUR AND

050 ENTREPRENEURSHIP 27.312.98 29.625.764 1084 31.710.329 1074 33.815.069 106,

055 MINISTRY OF CULTURE 49.371 49.377 1004 49.377 1004 49.377 100,
MINISTRY OF AGRICULTURE, FORESTRY AND WATER

060 MANAGEMENT 71 71 1004 71 1004 71 100,q
MINISTRY OF THE SEA, TOURISM, TRANSPORT AND

065 DEVELOPMENT 103.49: 90.743 87,7 85.280 94,0 70.257 82,4
MINISTRY OF ENVIRONMENTAL PROTECTION,

075 PHYSICAL PLANNING AND CONSTRUCTION 0| 0 0 0

080 MINISTRY OF SCIENCE, EDUCATION AND SPORTS 96.544 106.544 1104 106.900 100, 108.800 101,94

100 MINISTRY OF HEALTH AND SOCIAL WELFARE 19.194.46 19.258.530 100,3 20.415.000 106,9 21.402.000 1049

106 CROATIAN ACADEMY OF SCIENCE AND ARTS 0| 0 0 0

110 MINISTRY OF JUSTICE 4.112 4112 1004 4.112 1004 4.112 100,

115 DEVELOPMENT AND EMPLOYMENT FUND 16.789 16.783 100 16.783  100,g 16.783 100,

116 REGIONAL DEVELOPMENT FUND 0| 0 0 0

120 OMBUDSMAN'S OFFICE 0| 0 0 0

121 OMBUDSMAN FOR CHILEDREN 0| 0 0 0

122 OMBUDSMAN FOR GENDER EQUALITY 0| 0 0 0

140 METEOROLOGICAL AND HYDROLOGICAL SERVICE 0| 0 0 0

150 STATE OFFICE FOR METROLOGY 0| 0 0 0

151 CROATIAN STANDARDS INSTITUTE 0| 0 0 0

152 CROATIAN ACCREDITATION AGENCY 0| 0 0 0

156 STATE INTELLECTUAL PROPERTY OFFICE 0| 0 0 0

160 CENTRAL BUREAU OF STATISTICS 680 680 1004 680 1004 680 100,

175 CROATIAN HYDROGRAPHIC INSTITUTE 0| 0 0 0

180 STATE GEODETIC DIRECTORATE 0| 0 0 0

185 STATE ADULT OFFICE 479 0 0,0 0 0
STATE COMMISSION FOR THE SUPERVISION OF PUBLI(Q

196 PROCUREMENT PROCEDURES 0| 0 0 0

220 CROATIAN MINE ACTION CENTRE 103 103 100,49 103 1004 103 100,q

225 STATE INSPECTOR'S OFFICE 0| 0 0 0
COMMISSION ON RELATIONS WITH RELIGIOUS

230 COMMUNITIES 0| 0 0 0
CROATIAN INFORMATION AND DOCUMENTATION

235 REFERRAL AGENCY 40 40 1004 40 1004 40 100,

240 OFFICE OF THE NATIONAL SECURITY COUNCIL 70| 0 0,0 0 0

250 PERSONAL DATA PROTECTION AGENCY 0| 0 0 0

255 CROATIAN INSTITUTE FOR RADIATION PROTECTION 0| 0 0 0

260 STATE INSTITUTE FOR NUCLEAR SAFETY 0| 0 0 0
OMBUDSMAN FOR PEOPLE WITH DISABILITIES 0 0 0 0
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Table 17: Limits of other expenditure by divisiafishe budgetary central government for the
sources of finance: general revenue and incometriboions and special purpose income
from borrowing for the period 2008 — 2010

2008 / 2009 / 2010/
000 HRK Plan 2007 2008 projection 2007 | 2009 projection 2008 | 2010 projection 2009
indeks indeks indeks
TOTAL 14.677.114 13.763.822 93,9 14.574.858 1059 15.271.961 104,
010 CROATIAN PARLIAMENT 111.94 34.381 30,7 96.435 2809 11.554 12,4
015 PRESIDENT OF THE REPUBLIC OF CROATIA 2.33( 2.006 86,1 2.135 1064 2.146 100.9
017 CONSTITUTIONAL COURT OF THE REPUBLIC OF CROATIA 3.879 7.840 2021 1.845 23,9 1.755 95,1
AGENCY FOR THE PROTECTION OF MARKET
018 COMPETITION 580 499 86,1 531 1064 534 100.9
020 GOVERNMENT OF THE REPUBLIC OF CROATIA 47.714 47.552 99,7 48.513 1024 49.159 101,
021 CENTRAL STATE OFFICE FOR PUBLIC ADMINISTRATION 5.905 4.131 70,0 5.455 132,] 5.535 1019
022 CENTRAL STATE OFFICE FOR E-CROATIA 927 798 86,1 849 1064 854 100,9
023 CENTRAL STATE OFFICE FOR DEVELOPMENT STRATEG 1.367 458 33,9 500 109,9 550 1104
CENTRAL STATE OFFICE FOR STATE PROPERTY
024 MANAGEMENT 8.1094 19.867 245( 10.179 51,7 12.206 1199
025 MINISTRY OF FINANCE 4.249.36 4.737.179 1119 5.145.639 108,94 5.470.485 106,3
027 RC - SECURITY AND INTELLIGENCE AGENCY 42.851 27.539 64,3 27.903 1013 23.203 83,7
030 MINISTRY OF DEFENCE 4.549 4.091 90,0 4.336 106, 4.553 105,q
040 MINISTRY OF THE INTERIOR 362.15 313.373 86,9 343.259 1099 357.087 104,
MINISTRY OF THE FAMILY, VETERANS' AFFAIRS AND
046 INTERGENERATIONAL SOLIDARITY 195.864 190.908 97 .4 202.030 1054 206.634 102
MINISTRY OF FOREIGN AFFAIRS AND EUROPEAN
048 INTEGRATION 79.714 50.460 63,3 52.677 1044 55.901 106,]
MINISTRY OF THE ECONOMY, LABOUR AND
050 ENTREPRENEURSHIP 248.75! 235.403 94,9 244509 1039 269.717 1109
055 MINISTRY OF CULTURE 644.664 573.452 89,0 607.904 106, 628.888 1039
MINISTRY OF AGRICULTURE, FORESTRY AND WATER
060 MANAGEMENT 498.02 474.334 95,2 466.016 98,7 506.572 108,71
MINISTRY OF THE SEA, TOURISM, TRANSPORT AND
065 DEVELOPMENT 4.709.66. 3.908.394 83,9 4.034.116 1039 4.295.708 106
MINISTRY OF ENVIRONMENTAL PROTECTION,
075 PHYSICAL PLANNING AND CONSTRUCTION 547.97 487.102 88,9 551.231 1134 573.715  104,]
080 MINISTRY OF SCIENCE, EDUCATION AND SPORTS 1.583.76: 1.421.340 89,7 1.477.342 1039 1.517.629 102,71
100 MINISTRY OF HEALTH AND SOCIAL WELFARE 588.611 508.694 86,4 540.376  106,4 548.941 1014
106 CROATIAN ACADEMY OF SCIENCE AND ARTS 11.759 10.281 874 10.925 106,3 11.154 1021
110 MINISTRY OF JUSTICE 157.73 115.870 73,9 111.560 96,3 125.391 1124
115 DEVELOPMENT AND EMPLOYMENT FUND 323.661 322.471 99,4 309.720 96,0 307.958 99,4
116 REGIONAL DEVELOPMENT FUND 187.627 215233 114,71 225548  104,9 230.418 1023
120 OMBUDSMAN'S OFFICE 153 132 86,1 140 1064 141 100.9
121 OMBUDSMAN FOR CHILEDREN 223 230 103,71 204 88,9 205 100,
122 OMBUDSMAN FOR GENDER EQUALITY 1094 93 86,1 99 1064 99 1009
140 METEOROLOGICAL AND HYDROLOGICAL SERVICE 160 144 90,0 153 106, 161 105,4
150 STATE OFFICE FOR METROLOGY 6.905 5.945 86,1 6.326 1064 6.359 100,9
151 CROATIAN STANDARDS INSTITUTE 842 725 86, 772 1064 776 100,49
152 CROATIAN ACCREDITATION AGENCY 740 637 86,1 678 1064 682 100,
156 STATE INTELLECTUAL PROPERTY OFFICE 1.619 1.394 86,1 1.483 1064 1.491 100.9
160 CENTRAL BUREAU OF STATISTICS 7.513 6.479 86,7 6.893 1064 6.941 100,71
175 CROATIAN HYDROGRAPHIC INSTITUTE 400 344 86,1 366 1064 368 100,
180 STATE GEODETIC DIRECTORATE 20.33( 17.504 86,1 18.624 1064 18.723 100.9
185 STATE ADULT OFFICE 1.339 1.149 86,1 1.223 1064 1.229 100,9
STATE COMMISSION FOR THE SUPERVISION OF PUBLI(Q
196 PROCUREMENT PROCEDURES 2194 187 86,1 199 1064 200 100.9
220 CROATIAN MINE ACTION CENTRE 9.334 8.102 86,9 8.614 1069 8.747 101,94
225 STATE INSPECTOR'S OFFICE 3.687 3.175 86,1 3.378 1064 3.396 100,
COMMISSION ON RELATIONS WITH RELIGIOUS
230 COMMUNITIES 22] 19 86,1 20 1064 20 100.9
CROATIAN INFORMATION AND DOCUMENTATION
235 REFERRAL AGENCY 3594 308 86,1 328 1064 330 100,
240 OFFICE OF THE NATIONAL SECURITY COUNCIL 1.214 1.047 86,1 1.114 1064 1.120 100.9
250 PERSONAL DATA PROTECTION AGENCY 530 456 86,1 486 1064 488 100.9
255 CROATIAN INSTITUTE FOR RADIATION PROTECTION 541 466 86,1 496 1064 498 100,
260 STATE INSTITUTE FOR NUCLEAR SAFETY 1.367 1177 86,1 1.252 1064 1.259 100.9
OMBUDSMAN FOR PEOPLE WITH DISABILITIES 0 45C 47¢ 106,4 481 100,

44



4.4.3 Determinants of expenditure on extra-budgetary usédor the period 2008 — 2010

Total expenditure of extra-budgetary users in tleeliom-term period will shift from the level
of 3.6% of GDP in 2008, down to 2.8% of GDP in 20IDecline in the share of expenditure
on extra-budgetary users, expressed as the sh&BBfin the medium-term period, will be
determined by the dynamics of investment in thestroction of roads and motorways, for
whose construction and maintenance 1.4% of GDP wvellallocated in 2008, and 1.0% in
2010. Out of other expenditure, investment in watesply and environment will on average
jointly account for 0.6% of GDP, or on average $8.8f the total expenditure on extra-
budgetary users. Expenditure on interest of extidgbtary users in the period concerned will
stand at the level of 0.3% of GDP, while 0.2% of5ill be allocated for compensation of
employees. The share of material expenditure wallow investment trends and will
subsequently decline from 1.0% of GDP in 2008 ®lével of 0.7% of GDP in 2010.

Table 11: Key items of expenditure of extra-budyetigers

% of GDP 2006 Plan 2007* 2008p 2009p 2010p
Total expense 4,8 4,8 3,6 3,2 2,8
compensation of employees 0,5 0,2 0,2 0,2 0,2
material expense 1,2 1,2 1,0 0,9 0,7
interest 0,3 0,3 0,3 0,3 0,3
investments in roads and motorways 2,1 2,3 1,4 11 1,0
investments in water 0,3 0,4 0,5 0,5 0,4
investments in environmental protection 0,0 0,1 0,1 10, 0,1
other 0,4 0,3 0,2 0,1 0,1

* As of 1 January 2007, social security funds hiagen fully included in the state budget

4.4.4. Determinants of expenditure of the local and reg@self-government units for the
period 2008 — 2010

Total expenditure of the local and regional selgymment units will on average amount to
5.5% of GDP in the medium-term period, while mateexpenditure in the medium-term
period will stand at the level of 1.6% of GDP. Refing the level of the carrying out of
projects and investment, expenditure on investnoéribe local units in the medium-term
period will be at an average level of 1.7% of GBiong other expenditure, 1.0% of GDP
will cover compensation of employees, while expamdi on subsidies and social benefits
will jointly account for approximately 0.6% of GDP.
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Table 12: Key items of expenditure of the local eeglonal self-government units

% of GDP 2006 Plan 2007 2008p 2009p 2010p

Total expense 5,6 5,7 5,7 55 5,4

compensation of employees 1,1 1,1 1,1 1,0 1,0

material expense 1,6 1,6 1,6 1,6 1,6

subsidies 0,4 0,3 0,3 0,3 0,3

social benefits 0,3 0,3 0,3 0,3 0,2

expense on investment 1,7 1,8 1,8 1,7 1,7

other 0,6 0,6 0,6 0,6 0,6
Note: includes 53 largest units (32 towns, 20 cmsnnd the City of Zagreb)

4.5. Consolidated general government in the period 2008 2010

The main feature of fiscal policy in the past salgears has been fiscal adjustment which is
carried out by improving the processes of collecstate revenues, and through the rational
and prudent expenditure management. This policyltexs in the reduction of deficit level
from 6.2% of GDP in 2003 to just 3.0% of GDP in 800he budget for 2007 secures the
conditions for an even stronger fiscal adjustmbkat will additionally decrease state deficit in
to 2007 to the level of 2.6% of GDP.

Table 20: Consolidated general government budget @001

2006 2007p 2008p 2009p 2010p
000 HRK  %0f GDP | 000HRK  %of GDP  2007/2006] 000HRK  %oGDP  2008/2007| 000HRK  %of GDP  2009/2004 000 HRK % of GDP 2010/2009|
1 REVENUES 112.237.278 44,8 126.510.665 46,2 1127 131.954.211 44,2 04,31 142.142.572 43,4 107, 153.260.332 42,5 10y.8
11 Taxes 66.768.246 26,6 73.268.591 26,8 1097 78.804.438 26,4 61(7, 84.695.152 25,9 107,94 91.162.410 253 1016
111 Taxes on income and profits and capital gains 9715291 6,4 18.288.658 6,7 114, 19.851.356 6,6 10B,5 2182 6,6 1084 23.372.330 6,5 108f7
1111 Payable by individuals 8.812.855 35 9.860.870 36 1119 10.646.201 3.6 108, 11.470.133 35 101.7 12.365.969 34 107,8
1112 Payable by corporations and other enterprise$ 1597436 29 8.427.788 31 117, 9.205.154 31 109,2 1691, 31 109,1 11.006.361 31 109,
113 Taxes on property 961.823 0,4 1.057.405 0,4 109, 1.153.451 0,4 109,1 1.284.3 04 109,6 1.391.611 0.4 110,
114 Taxes on goods and services 47.894.481 19,1 51854 19,0 108,5 55.855.338 18,7 1076 59.942.273 18,3 1(7,3%4.399.164 17,9 1074
1141 General taxes on goods and services 35.143.439 0 [L4 38.443.986 14,0 1094 41.512.745 13,9 1040 44.682.752 3,7 1 107,6 48.095.966 13,4 107,
11411 Value-added tax 34.931.750 13J9 38.212.839 140 9,41Q 41.263.767 13,8 108, 44.414.780 13,6 101.6 47.807.548 13,3 107,6
1142 Excises 11.564.709 4,6 12.208.771 4,5 1056 12.931.742 43 1059 .7233133 4,2 106,1 14.623.334 41 106(6
115  Taxes on international trade and transactions 1.588.456 0,6 1.615.059 0,6 101, 1.611.311 0,5 99,8 B@a7. 0,5 99,8 1.603.841 04 99,
116 Other taxes 351.194 0,1 352.753 0,1 100, 332.982 01 94.4 369.593 01 1,01 395.464 01 107,0]
12 Social contributions 33.877.148 13p 37.115.946 13,6 109,6 40.035.129 134 107, 43.338.742 13,2 108,3 47.891.2 131 108,7
13 Grants 200.133 0,1 904.676 03 452, 704.848 0,2 719 979.846 03 9,01 1.145.476 03 116,
14 Other revenue 11.391.752 45 15.221.452 56 133, 12.409.795 4.2 815 128834 4.0 1058 13.861.207 38 1056
2 EXPENSE 108.126.530 43,1 118.488.148 43,3 1096 126.182.097 42,3 06,51 133.849.057 40,9 106, 141.954.208 39,4 10p,1
21 Compensation of employees 28.210.976 113 31.073.822 11,4 1101 32.837.015 11,0 105, 35.366.337 10,8 10f7,7  56&%36 10,6 107,9
22 Use of goods and servicers 13.713.342 .5 1458786 53 106,4 16.417.618 55 112, 17.474.321 53 10p,4 186087 51 105,1
24 Interest 5.495.496 22 5.599.388 2,0 101, 5.932.669 2,0 10p,0 61287 19 106,0 6.548.196 18 104,
25 Subsidies 6.561.952 26 6.963.059 25 106, 6.775.041 2,3 9f.3 78a90. 2,2 104,7 7.261.469 2,0 102,
26 Grants 1.429.054 06 2.111.672 08 147 1.892.871 0,6 8.6 5038. 0,6 107,7 2.236.876 0,6 109,
27 Social benefits 44.828.003 17,9 49.246.570 18,0 1099 52.553.395 17,6 7146, 55.147.265 16,9 104,9 58.308.944 16,2 1047
28 Other expense 7.887.708 31 8.905.771 33 112 9.773.487 3.3 10p,7 088 32 106,9 11.084.459 31 10641
31,1 Acquisition of nonfinancial assets 10.363.757 .1 13.625.574 50 131,5| 11.280.709 38 828 11.301.728 35 2100 11.642.328 32 103,
Borrowing minus repayments 1.204.670 ols 1.493.706 05 1240 1.232.695 04 82, 1.461.873 04 1146 1.560.561 0.4 06,81
DEFICIT -7.457.679 -3,0 -7.096.763 -2,6 95| -6.741.289 -2,3 9%.0 4.470.086 -14 66,3 -1.896.765 -05 a4

The process of fiscal adjustment will continue he tmedium-term period by further
decreasing general government deficit throughoaitpériod, which is without any doubt an
important factor for securing economic and fisdabsity by means of various direct and
indirect effects. Consolidated general governmesificd in 2008 will decrease by 0.3
percentage points in comparison to the precediag ged its projections are at the level of
2.3% of GDP. Further positive trends at both theome and expenditure side of the
consolidated general government budget will ensunther reduction in the level of general
government deficit by 0.9% percentage points, 1&% of GDP in 2009. In 2010
consolidated general government deficit will redbk level of 0.5% of GDP, meaning a
further 0.9 percentage points decrease. The tet@nue of consolidated general government
will demonstrate decline of its share expressetienpercentage of GDP from 44.2% in 2008
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down to 42.5% in 2010. At the same time, expressdte percentage of GDP, the level of
the total expenditure will record an even strongdgerease from 45.6% in 2008 to 43.1% in

2010.

In terms of state authority levels, it can be redithat the decline of the consolidated general
government deficit will be influenced by the redantin the level of budgetary central
government deficit and the deficit of extra-budggtasers. Budgetary central government
deficit will stand at the level of 1.2% of GDP i0@3 until the level of the total revenue and
expenditure stabilizes in 2010. Under the influeméethese trends on the revenue and
expenditure sides, extra-budgetary users will redhe level of their deficit from 0.8% of
GDP in 2008 to 0.2% of GDP in 2010. Deficit of fbeal and regional self-government units
in the entire medium-term period will stand at lénel of 0.3% of GDP.

Table 131: Revenue, expense and deficit of coradetidgeneral government in the period

2006 — 2010

000 HRK

2006 Plan 2007

2008p 2009p 2010p

Budgetary central government

Revenue 95.235.557 108.501.515 113.536.302 122.504.068 132348.
% of GDP 38,0 39,6 38,0 37,4 36,7
Expense (GFS 1986) 99.393.391 111.998]433 117.067.228.5717.130 132.493.8%7
% of GDP 39,7 40,9 39,2 38,1 36,8
Deficit/surplus (GFS 1986) -4.157.834  -3.496.p18 -B.936 -2.073.062 -115.6%2
% of GDP -1,7 -1,3 -1,2 -0,6 0,0
Extrabudgetary funds and agencies
Revenue 9.414.767  10.416.722 8.517.624 8.845.214 9.07Q.350
% of GDP 3,8 3,8 2,9 2,7 2,5
Expense (GFS 1986) 12.103.569 13.230|393 10.791.454 318610 9.913.644
% of GDP 4,8 4,8 3,6 3,2 2,8
Deficit/surplus (GFS 1986) -2.688.802 -2.813.p70 -3.830 -1.473.396 -843.294
% of GDP -1,1 -1,0 -0,8 -0,5 -0,2
Local government
Revenue 13.560.211 14.777.7%4  15.932.481 17.180.489 18.56§.469
% of GDP 54 54 5,3 5,2 5,2
Expense (GFS 1986) 14.171.314 15.564|140 16.869.004 104817 19.502.248
% of GDP 5,7 5,7 5,7 5,5 54
Deficit/surplus (GFS 1986) -611.044 -786.174 -936.524 923-628 -937.820
% of GDP -0,2 -0,3 -0,3 -0,3 -0,3
Consolidated general government
Revenue 112.237.278 126.510.665 131.954.211 142.142.572 153240
% of GDP 44,8 46,2 44,2 43,4 42,5
Expense (GFS 1986) 119.694.957 133.607}428 138.695.306.612.659 155.157.0p7
% of GDP 47,8 48,8 46,5 44,8 43,1
Deficit/surplus (GFS 1986) -7.457.679  -7.096./63 -6.289 -4.470.086 -1.896.7p5
% of GDP -3,0 -2,6 -2,3 -1,4 -0,5

Consolidated general government deficits are caledl in accordance with the modified
accounting principle, that is including the postiand negative changes in outstanding
liabilities according to certain periods.
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5. GUIDELINES OF PUBLIC DEBT MANAGEMENT STRATEGY

5.1. Public debt in the period until 2010

The chapter on public debt in the period until 2@&8cribes the institutional framework and
major features of borrowing policy and public det#nagement of the Republic of Croatia in
the period in question. The end of the chapterdsripublic debt sensitivity tests which
demonstrate the changes in some key macroeconamidiscal indicators as one of the
models of quantifying risks of public debt managame

The Budget Act lays down the institutional framelwasf borrowing and public debt
management so as to secure meeting financial esgamts of the state with the lowest
possible costs and a prudent level of risk. Theisttmts on the volume of debt and
government guarantees are passed by the Croatihaniant, while the Government acts on
proposals by the Ministry of Finance and makes gi@es on sources of financing and
modalities of borrowing (types of loans and collatenstruments). The Ministry of Finance
is responsible for the operational management blipdebt.

Public debt management strategy in the period W00 builds upon the public debt
management policy from the preceding years, ansetfdfollows the fiscal policy planned
for the next three-year period. The main charagtierof public debt trends in the medium-
term period will be further reduction thereof measuby the share in GDP. The process of
fiscal consolidation which started in 2004 had fpesia effect on public debt development.
Thus in 2006, the public debt for the first timeclileed in comparison to the preceding year,
and from the level of 49.1% of GDP in 2005 it waduced to 46.4% of GDP, or by as many
as 2.7 percentage points in 2006.

Continuation of fiscal adjustment in the medium¥tgperiod will lead to further decline of

public debt in the share of GDP, while settlindpiiies from the previous periods in terms of
their maturity. Strong orientation on domestic segrof finance will continue for the purpose
of financing fiscal deficit in the medium-term. Cplamentary goals that will be achieved by
means of such public debt management policy nedsetanderlined, in particular further

development of the domestic finance market, in&ems transparency and security of
borrowing operations of the Ministry of Finance antproving the function of public debt

management, in particular management of risks.
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Table 22: Financing the deficit of consolidated gert government

000 HRK 2006 2007 plan 2008p 2009p 2010p
FINANCING 6.975.556 7.896.763 6.741.289 4.470.086 1.896}765
Domestic 5.363.674 5.278.646 6.727.548 6.972.376 3.954.393
Borrowing 10.082.869 10.610.565 10.957.793 10.375.330 10.174.138
Loans 3.763.050 1.474.031 3.218.997 2.705.376 2.494.423
Bonds 6.120.026 8.636.534 7.238.796 7.169.953 7.174.714
Treasury bills (net) 199.793 500.000 500.000 500.000 .CEp
Repayments 4.719.194 5.331.918 4.230.245 3.402.954 6.215}745
Loans 1.002.730 1.766.125 1.267.630 3.112.600 2.914.745
Bonds 3.716.465 3.565.794 2.962.615 290.354 3.303.000
Foreign -3.482.648 61.658 -1.827.140 -3.842.348 -2.955782
Borrowing 2.724.409 4.733.579 2.327.560 4.025.563 3.251}752
Loans 2.724.409 4.733.579 2.327.560 1.225.563 1.253.752
Bonds 0 0 0 2.800.000 2.000.090
Repayments 6.207.057 4.671.921 4.154.700 7.867.911 6.207}534
Loans 2.726.277 2.821.921 2.829.700 2.842.911 2.507.534
Bonds 3.480.781 1.850.000 1.325.000 5.025.000 3.704.000
Revenue from selling nonfinancial assets 1.282.768 218.007 984.216 1.027.586 1.073.700
Privatisation 2.819.921 1.833.500 1.361.500 643.500 1241500
Currency and deposit: -991.84: 495.04¢ 504.83¢ 331.02¢ 304.044

The financing plan shows that the financing will fine larger part be oriented towards
domestic sources. Taking into account how stal@de<ilna is and the medium-term prospect
of joining the European Union, part of borrowingaihgh treasury securities until 2010 will
be realised in Euros on the international market.

Borrowing will be directed at instruments with ander payment term, primarily at bonds
with a 5 or 10-year payment term. Efforts will bade to adjust due date of new borrowings
in order to level off the dynamics of maturity amtiformly allocate the refinancing burden.

In the 2007 — 2010 period 4 issues of domestic andhe total amount of HRK 4 billion
and EUR 600 million fall due (EUR 400 million falue in July 2007, HRK 1 billion in May
2008, EUR 200 million in December 2008, and HRKilBdm fall due in March 2010).

In the same period, 5 issues of international bandke total amount of 90 billion JPY fall

due (40 billion JPY fall due in July 2007, 25 i JPY in June 2008, and 25 billion JPY fall
due in June 2009), and one billion Euro (EUR 500igni fall due in February 2009 and EUR
500 million fall due in February 2010).
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Table 23: Overview of the bonds of the Republi€mfatia falling due in the period 2007 —
2010

Amount

Bond Date of issue Currency - Interest rate Maturity
(million)

DOMESTIC BONDS
Series 06 D-07 07.07.2004. EUR 400 3,88% 07.07.2007.
Series 04 D-08 28.05.2003. HRK 1.000 6,13% 28.05.2008.
Series 02 D-08 14.12.2001. EUR 200 6,88% 14.12.2008.
Series 08 D-10 08.03.2005. HRK 3.000 6,75% 08.03.2010.
INTERNATIONAL BONDS
Samurai 11 2007. 11.07.2000. JPY 40.000 3,00% 11.07.2007
Samurai IV 2008. 26.06.2002. JPY 25.000 2,15% 26.06.2008
Euro - EUR IV 2009. 11.02.2002. EUR 500 6,25% 11.02.2009
Samurai V 2009. 26.06.2003. JPY 25.000 1,23% 26.06.2009.
Euro - EUR V 201( 24.02.200¢ EUR 50C 4,63% 24.02.201(C

Slower growth of consolidated general governmefitiién absolute terms and reduction of
its share in GDP is expected due to the develomnanthe budget deficit and repayments.
Apart from the general government trends, publiat aell be determined by the development
in issued government guarantees. Thus consolidgedral government debt will reduce its
share in GDP from 37.3% in 2008 to 31.9% of GDRGAO0. In the same period, public debt
will be reduced from 42.8% of GDP to 37.1% of GDP.

Table 24: Projection of development and structufegeneral government debt and public
debt

% of GDP 200¢€ 2007 200¢ 200¢ 201(
Deficit -3,0 -2,6 -2,3 -1,4 -0,5
General government debt 40,7 39,1 37,3 34,9 31,9
Foreign 16,6 15,2 13,3 11,0 9,2
Domestic 24,2 23,9 24,0 23,9 22,7
Public debt 46,4 447 42,8 40,3 37,1
Foreign 19,8 18,4 16,5 14,1 12,2
Domestic 26,6 26,2 26,3 26,2 25,0

5.2. Testing public debt sensitivity

Public debt sensitivity testing is directly relatéd macroeconomic conditions and the
conditions and results, i.e. assumptions for thplementation of fiscal policy. That is the
reason why it is highly important to continuoushlriy out public debt sensitivity tests on
different factors in order to realistically analyask implications of potential changes in the
assumptions which determine the projections forliputbebt trends in the medium-term
period. Moreover, these tests reveal the highektfactors whose changed conditions or
assumptions generate the most significant changgsublic debt, and which need to be
identified in order to ensure the conditions fagithevasion or alleviation of their effects. The
test is carried out by setting a baseline scerarithe basis of medium-term macroeconomic
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projections. Afterwards, a series of alternativenseios is carried out, where assumed
variables are kept at a certain (historic) levekobjected to various shocks. The shocks are
usually linked to historic values of the observediables and their variability, but they can
also be arbitrary.

Of all public debt sensitivity tests that were cadrout, depreciation of domestic currency,
primarily to the Euro, had the greatest influennepablic debt development, i.e. growth. The
reason for this is a large share of debt denominateforeign currency (around 80%), of
which 60% accounts for debt in Euros. DepreciatbKuna in the amount of 30% increases
the amount of public debt to over 59% of GDP. Daethis great sensitivity of debt to
domestic currency trends, reduction of the sham@hinated in foreign currency is a priority
of public debt management strategy. The debt adsoodistrates higher sensitivity to changes
in conditional obligations (guarantees), which gcades that there is a need to contain their
growth and eliminate the need to issue such guaeant.e. restructuring certain sectors of the
economy. Likewise, public debt demonstrates a Rkighhfavourable medium-term
development in respect of changes to primary dedicice it is the main generator of debt,
even more so as the impact of the initial shocksglgs slowly and extends until the end of
the period concerned.

Another type of impact is shown in the tests whitiee assumptions are maintained at the
existing or historic (average) quantities. In tbése, debt development trend changes and the
share of public debt in GDP is characterized byedasing values. This fact indicates to the
importance of continuing the process of fiscal atipent in the medium-term period that will
result in the reduction of fiscal deficit, meanilegs need for borrowings, then implementing
the key structural reforms, and ensuring the caobtfor good collection of state revenues.

Chart 15: Development of public debt share in G@Eading to various scenarios (%)
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Table 14: Results of public debt sensitivity tegtin

2006 2007 2008 2009 2010
|. Baseline medium-term projection
Public debt 46,4 44,7 42,8 40,3 37,1
Of which: debt denominated in foreign currency 37,1 35,7 34,2 32,2 29,7
Change of public debt -2,7 -1,7 -1,8 -2,5 -3,2
Identified debt-creating flows -2,5 -19 -2,0 -2,6 -3,2
Primary deificit 0,6 0,8 0,3 -0,5 -1,2
Revenue and grants 44,8 46,2 44,2 43,4 42,5
Primary (noninterest) expenditure 45,4 47,0 44,5 43,0 41,3
Automatic debt dynamics -1,5 -1,6 -15 -1,7 -1,7
Contribution from interest rate and growth differéntia -1,3 -1,6 -1,5 -1,7 -1,7
of which: contribution from real intereate 0,8 1,0 1,0 0,9 0,9
of which: contribution from real GDP growth rate -2,2 -2,5 -2,5 -2,5 -2,6
Contribution from exchange rate depreciation -0,2 0,0 0,0 0,0 0,0
Other debt-creating deficit flows -1,6 -1,1 -0,8 -0,5 -0,3
Privatisation revenue (negative) -1,6 -1,1 -0,8 -0,5 -0,3
Recognized implicit or contingent liabilities 0,0 0,0 0,0 0,0 0,0
Other (eg. bank recapitalization) 0,0 0,0 0,0 0,0 0,0
Residual, including change in assets -0,2 0,2 0,1 0,1 0,1
Key macroeconomic and fiscal assumptions
Nominal GDP (in HRK million) 250.590,0 273.705,1 298.566,1 327.262,0 360.212,9
Real GDP growth rate (%) 4,8 6,0 6,1 6,5 7,0
Average nominal interest rate on public debt (%) 54 55 53 53 55
Average real interest rate (nominal rate minus chan@béf deflator, in %) 2,0 2,4 2,5 2,4 2,6
Nominal appreciation (rise in the value of domestic currenpyessed in Euro, in %) 0,4 0,0 0,0 0,0 0,0
Inflation rate (GDP deflator, u %) 3,4 3,0 2,8 2,9 2,9
Growth of real primary consumption (deflated by the GDP deflatcx) 3,2 9,9 0,4 2,8 2,9
IIl. Analysis of sensitivity of public debt share inGDP
1. Real GDP growth rate, real interest rate and primaiyitlef the period 2008 — 2010 at the level of historicarage 46,4 46,6 47,2 48,0 48,9
2. Real interest rate in 2008 and 2009 at the level of histariesage increased by two standard deviations 46,4 44,4 42,5 40,0 36,9
3. Real GDP growth rate in 2008 and 2009 at the level of histaneahge reduced by two standard deviations 46,4 44,7 43,9 42,6 39,2
4. Primary deficit in 2008 and 2009 at the level of historicalayereduced by two standard deviations 46,4 44,7 47,7 50,7 47,1
5. Combination of scenarios 2 and 4 with a shock amounting to one rstafedéation in 2008 and 2009 46,4 447 47,0 49,6 46,0
6. One-off depreciation of 30% in 2008 46,4 44,7 59,7 56,5 52,6
7. Increase of other flows causing debt increase (guarametés) amount of 10% of GDP in 2008 46,4 44,7 52,8 49,9 46,3
8. Share of GDP in 2008 and 2009 at the level of historical avezdgeed by two standard deviations 46,4 44,7 43,8 41,5 38,3
Historical Standard
Historical values of key variables (last 6 years) average deviation
Primary deficit 2,4 14
Real GDP growth rate (in %) 4,7 0,7
Nominal interest rate (in %) /6 5,6 0,2
Real interest rate (in %) 2,0 0,2
Inflation rate (GDP deflator, in %() 3,6 0,3
Share of public revenue in GDP 45,5 1,1
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ANNEX

Annex1: Budgetary central government, GFS 2001

2006 Plan 2007 2008p 2009p 2010p
O00HRK % GDP| O000HRK % GDP| O00HRK % GDP| 000HRK % GDP| 000HRK % GDP

1 REVENUES 95.235.557 38,0 108.501.515 39 113.536.302 38,0 121684 37,4 132.378.215 36,1
11 Taxes 58.469.091 233 64.148.605 23, 68.956.762 231 74.088.1722,6 79.732.344 22,11
111 Taxes on income and profits and capital gains B5.615 3,4 10.078.339 3,7 10.985.521 3|7 11.968.549 B7 .100315 3,6
1111 Payable by individuals 3.459.649 1.4 1.650.551 0, 1.780.367 olé 1.927.279 ,6 942163 0,6
1112 Payable by corporations and other enterprises .055366 2,0 8.427.788 3,1 9.205.154 31 10.041.269 1 0061361 3,1
113 Taxes on property 482.331 0,2 533.685 0,2] 582.161 op 638.114 q. 702.363 0,2
114 Taxes on goods and services 47.546.223 19,0 51.584.380 18, 55.461.350 18,6 59.521.9818,2 63.949.037 17,8
1141 General taxes on goods and services 35.091.381 ,0 4 38.387.622 14,0 41.451.881 13,p 44.617.241 13,6 4818@5. 13,3
11411 Value-added tax 34.931.750 13,9 38.212.839 14, 41.263.767 13.8 44.404.7813,6 47.807.548 13,3
11412 Sales taxes 159.631 0,1 174.784 0,1 188.114 o 202.461 g1 217.902 0,1
1142 Excises 11.564.709 4,6 12.208.771 4, 12.931.742 43 13.723.433 2 |4, 14.623.334 4,1
115 Taxes on international trade and transactions 1.588.456 0,6 1.615.059 0, 1.611.311 0|5 1.607.572 ,5 031881 0,4
116 Other taxes 336.466 0,1 337.141 0,1 316.418 oL 351.952 g1 376.589 0,1
12 Social contributions 33.877.148 13,5 37.115.946 13, 40.035.129 134 43.338.7413,2 47.091.239 13,11
13 Grants 195.984 0,1 863.561 0,3] 698.118 op 972.469 g3 1.137.356 3 |0,
14 Other revenue 2.693.335 11 6.373.403 2,3 3.846.292 113 4.104.687 L3 17236 1,2
141 Property income 832.400 0,3 3.440.079 1,3 783.308 03 853.788 3 934.719 3 |0,
142 Sales of goods and services 1.209.296 0,5 1.527.298 0, 1.638.404 0|5 1.748.542 .5 741887 0,5
143 Fines, penalties and forfeits 391.616 0,2 421.307 0,2] 447.007 oL 476.062 g1 509.387 0,1
144 Voluntary transfers other than grants 6.737 ,0 316 0,0 4.708 0,0 5.160 0,9 5.680 0,
145 Miscellaneous and unidentified revenue 253.286 1 0, 980.404 04 972.865 0.3 1.021.135 oB 1.092.614 ,3
2 EXPENSE 95.949.951 38,3 108.447.435 39p 113.117.279  3},9 126938 36,7 127.995.613 354
21 Compensation of employees 24.313.867 9,7 27.477.952 10, 28.994.808 97 31.314.393 6 |9 33.819.544 9,4
211 Wages and salaries 20.663.890 8,2 23.113.401 8, 24.324.739 g1 26.270.719 0 [8, 28.372.376 79
212 Social contributions 3.649.977 15 4.364.550 1, 4.670.069 116 5.043.674 L.5 475188 15
22 Use of goods and servicers 6.069.116 2,4 7.702.325 2,4 8.619.766 219 9.376.692 P.9 299M33 2,9
24 Interest 4.713.615 1,9 4.586.817 1,7 4.965.524 147 5.268.271 L.6 905780 15
241 To nonresidents 1.863.999 0,7 1.686.209 0.4 1.620.721 0|5 1.536.436 .5 581101 0,3
242 To residents other than general government 5889. 1,1 2.900.608 1,1 3.344.803 1L 3.731.835 11 4.232.5991,2
25 Subsidies 5.670.789 2,3 6.017.759 2,3 5.714.081 119 5.976.000 L.8 996708 17
251 To public corporations 2.692.785 11 2.827.516 14 2.531.533 0|8 2.557.121 .8 91534 0,7
252 To private enterprises 2.978.004 1,2 3.190.243 1,4 3.182.548 1j1 3.418.879 L.0 083185 1,0
26 Grants 6.652.994 2,7 8.513.643 3,3 6.947.337 2|3 7.411.878 P.3 387194 2,2
261 To foreign governments 64.795 0,0 93.950 0,0 69.301 0, 77.822 oo 86.624 ,0
262 To international organizations 89.619 0,0 73.440 0,0 74.391 0, 76.850 ofo 79.354 ,0
263 To other general government units 6.498.581 6 34@253 3,0 6.803.646 2,3 7.257.206 2p 7.772.136 2
27 Social benefits 43.444.589 17,3 48.538.710 17, 51.686.799 11,3 54.239.9016,6 57.320.785 15,9]
271 Social security benefits 30.535.396 12,2 34.499.553 12, 36.718.598 14,3 38.598.1211,8 40.721.014 11,3
272 Social assistance benefits 12.786.632 51 13.919.090 5, 14.840.188 50 15.567.487 8 |4, 16.457.805 4,6
273 Employer social benefits 122.561 0,0 120.067 0,0 128.013 0, 134.287 gd.0 141.966 0,0
28 Other expense 5.084.980 2,0 5.610.231 24 6.188.963 21 6.611.455 p.0 267808 2,0
282 Miscellaneous other expense 5.077.381 2,0 5.610.231 2, 6.188.963 2l1 6.611.455 P,0 267808 2,0
2821 Current 2.304.214 0,9 2.618.498 14 2.647.121 [Uic] 2.747.652 .8 592893 0,8
2822 Capital 2.773.167 1,1 2.991.733 1,1 3.541.842 1j2 3.863.803 L2 66485 1,1
31 NET ACQUISITION OF NONFINANCIAL ASSETS 1.555.792 0,6 2.954.080 1, 2.691.518 09 2.902.546 D9 23287 0,8
31,1 Acquisition of nonfinancial assets (total) 1.908.482 0,8 3.436.026 1, 2.958.934 10 3.148.332 IL,0 653387 0,9
31,2 Disposal of nonfinancial assets (total) 352.690 0,1 481.947 0,2 267.416 oL 245.786 1 241.900 0,1
311 Fixed assets 1.595.121 0,6 2.999.099 1,1 2.594.207 (Vi) 2.781.303 .8 9471 0,8
3111 Buildings and structures 831.377 0,3 1.385.069 0.9 1.377.171 0J5 1.421.917 4 315 0,4
3112 Machinery and equipment 656.733 0,3 1.395.879 0.4 1.036.139 03 1.181.280 4 5089 0,3
3113 Other fixed asets 107.011 0,0 218.151 0,1 180.896 o 178.106 q1 180.000 0,0
312 Inventories -80.226 0,0 -168.139 -0,1] -17.932 0, 769 oo 0 [0 {0)
313 Valuables 7.826 0,0 7.704 0,0 6.748 0, 7.146 0,p 7.000 (¢ Ko)
314 Nonproduced assets 33.072 0,0 115.416 0,0 108.495 0, 113.329 q0 121.366 p.0
3141 Land -21.650 0,0 -16.310 0,0 -15.600 0, -18.300 oo -18.300 ,0
3144 Intangible nonproduced assets 54.744 0,0 131.726 0,0 124.095 0, 131.629 q.0 139.666 p.0
32 NET ACQUISITION OF FINANCIAL ASSETS -3.047.174  -1,2 -595.028  -0,4 -18.976 00 740.205 ,2 1333 04
321 Domestic -3.063.855 -1,2 -608.456 -0,2 -31.481 0, 739.090 4.2 12332 0,4
3212 Currency and deposits -1.449.670 -0,6 0 0,0 0 0,0 0 04 0 0,
3214 Loans 832.321 0,3 675.244 0,2] 819.519 0, 1.030.090 3 1.113.2170,3
3215 Shares and other equity -2.446.505 -1,0 -1.283.700 -0.9 -851.000 -0f3 -291.000 1 -9, 219.000 0,1
322 Foreign 16.681 0,0 13.428 0,0 12.505 0, 1.115 ojo 1.000 ,0
3225 Shares and other equity 16.681 0,0 13.428 0,0 12.505 0, 1.115 0o 1.000 ,0
33 LIABILITIES -776.988  -0,3 2.304.972 09§ 2.253.520 0f8 1.317.276 4 6.243 0,0
331 Domestic 3.166.260 1,3 4.245.541 14 3.932.544 113 4.835.260 L.5 562000 0,6
3313 Securities other than shares 5.648.934 2,3 5.430.740 24 4.636.181 116 7.224.646 p.2 12420 12
3314 Loans -2.482.674 -1,0 -1.185.199 -0,4 -703.637 -0f2 -2.389.386 0,7 - -2.056.000 -0,6
332 Foreign -3.943.248 -1,6 -1.940.569 -0,7% -1.679.024 -0l6 -3.514.98 -1,1 -2.282.248 -0,6
3323 Securities other than shares -3.480.781 -1,4 -1.850.000 -0,7% -1.325.000 -0j4 -2.22%.00 -0,7 -1.700.000 -0,5
3324 Loans -462.468 -0,2 -90.569 0,0] -354.024 -0, -1.292.984 -q,.4 2583 -0,2

DEFICIT -4.157.834 -1,7 -3.496.918 -1,3 -3.530.936 -1{2 -2.073.06 -0,6 -115.652 0,0
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Annex 2: Croatian Motorways (accounting principl&gS 2001

2006 Plan 2007 2008p 2009p 2010p
000 HRK % of GDP| 000 HRK % of GDP| 000 HRK % of GDP| 000 HRK % of GDP | 000 HRK % of GDP

1 REVENUES 2.678.204 11 4.304.065 1,6 2.883.018 1,0 2.999.029 op 323105 0,9
11 Taxes 0 0,0 0 0,0 0 0,0 0 0,0 0 0,0
12 Social contributions 0 0,0 0 0,0 0 0,0 0 0,0 0 0,0
13 Grants 1.465.998 0,6 3.025.107 11 1.578.018 0,5 1.649.029 0, 221705 0,5
133 Grants from other general government units 63.998 0,6 3.025.107 11 1.578.018 0,5 1.649.029 [oR: v32. 0,5
14 Other revenue 1.212.206 05 1.278.958 05 1.305.000 0,4 1.350.000 0, 101080 0,4
141 Property income 80.648 0,0 87.711 0,0 107.670 0,0 112.352 0,0 93.626 0,
142 Sales of goods and services 9 0,0 5.720 0,0 7.022 0,0 7.327 0,0 6.106 0,0
144 Voluntary transfers other than grants 0 0,0 251 0,0 308 0,0 322 0,0 268 0,0
145 Miscellaneous and unidentified revenue 1.131.5490,5 1.185.276 04 1.190.000 0.4 1.230.000 0,4 1.310.000 (o 13
2 EXPENSE 1.547.911 0,6 1.793.580 0,7 1.700.000 0,6 1.773.479 0p 421585 0,5
21 Compensation of employees 323.970 0,1 363.418 0,1 376.121 0,1 377.514 0,1 385.986 oL
211 Wages and salaries 279.712 0,1 314.257 0,1 326.947 0,1 327.258 0,1 333.772 oL
212 Social contributions 44.258 0,0 49.161 0,0 49.174 0,0 50.256 0,0 52.214 0,
22 Use of goods and servicers 233.006 0,1 266.109 0,1 259.986 0,1 271.224 0,1 281.789 oL
24 Interest 614.183 0,2 811.028 0,3 766.950 0,3 814.965 0,2 852.945 op
241 To nonresidents 438.951 0,2 577.051 0,2 423.327 0,1 441.624 0,1 458.828 oL
242 To residents other than general government 125.23 0,1 233.976 0,1 343.624 0,1 373.340 0,1 394.118 0,1
25 Subsidies 0 0,0 0 0,0 0 0,0 0 0,0 0 0,0
26 Grants 306.985 0,1 282.555 0,1 272.419 0,1 284.193 0,1 295.264 oL
261 To foreign governments 0 0,0 0 0,0 0 0,0 0 0,0 0 0,0
262 To international organizations 0 0,0 0 0,0 0 0,0 0 0,0 0 0,0
263 To other general government units 306.985 0,1 5B 0,1 272.419 0,1 284.193 0,1 295.264 0,1
27 Social benefits 0 0,0 0 0,0 0 0,0 0 0,0 0 0,0
28 Other expense 69.767 0,0 70.471 0,0 24.524 0,0 25.584 0,0 26.580 0,
282 Miscellaneous other expense 69.767 0,0 70.471 0,0 24,524 0,0 25.584 0,0 26.580 0,
2821 Current 6.863 0,0 3.026 0,0 2.965 0,0 3.093 0,0 3.214 0,0
2822 Capital 62.904 0,0 67.445 0,0 21.558 0,0 22.490 0,0 23.366 0,
31 NET ACQUISITION OF NONFINANCIAL ASSETS 2.958.593 12 4.547.325 1,7 2.564.842 0,9 1.870.515 0p 901120 0,4
31,1 Acquisition of nonfinancial assets (total) 3.27845 1,3 4.547.325 1,7 2.564.842 0,9 1.870.515 0, 1.200.140,4
31,2 Disposal of nonfinancial assets (total) 313.252 ,10 0 0,0 0 0,0 0 0,0 0 0,0
311 Fixed assets 2.709.166 11 4.217.962 15 2.489.242 0,8 1.791.135 0, 061721 0,3
3111 Buildings and structures 2.661.865 11 4.163.238 1,5 2.420.730 0,8 1.719.197 0, 311256 0,3
3112 Machinery and equipment 40.462 0,0 39.898 0,0 47,513 0,0 49.888 0,0 52.383 0,
3113 Other fixed asets 6.839 0,0 14.826 0,0 21.000 0,0 22.050 0,0 23.153 0,
312 Inventories 0 0,0 0 0,0 0 0,0 0 0,0 0 0,0
313 Valuables 0 0,0 0 0,0 0 0,0 0 0,0 0 0,0
314 Nonproduced assets 249.427 0,1 329.363 0,1 75.600 0,0 79.380 0,0 83.349 0,
3141 Land 243.241 0,1 325.937 0,1 68.250 0,0 71.663 0,0 75.246 0,
3144 Intangible nonproduced assets 6.186 0d 3.426 0, .3507 0,0 7.718 0,0 8.103 0,0
32 NET ACQUISITION OF FINANCIAL ASSETS 222.834 0,1 9.80 0,0 9.880 0,0 0 0,0 0 0,0
321 Domestic 222.834 0,1 9.880 0,0 9.880 0,0 0 0,0 0 0,0
3212 Currency and deposits 209.902 0,1 0 0,0 0 0,0 0 0,0 0 0,0
3214 Loans 0 0,0 0 0,0 0 0,0 0 0,0 0 0,0
3215 Shares and other equity 12.932 0,0 9.880 0,0 9.880 0,0 0 0,0 0 0,0
322 Foreign 0 0,0 0 0,0 0 0,0 0 0,0 0 0,0
3225 Shares and other equity 0 0,0 0 0,0 0 0,0 0 0,0 0 0,0
33 LIABILITIES 2.051.134 0,8 2.046.720 0,7 1.391.704 0,5 644.965 op 0 ojo
331 Domestic 1.758.422 0,7 325.256 0,1 1.960.759 0,7 1.266.241 0,4 869.7 0,2
3313 Securities other than shares 0 0,0 0 0,0 0 0,0 0 0,0 0 0,0
3314 Loans 1.758.422 0,7 325.256 0,1 1.960.759 0,7 1.266.241 0,4 869.7 0,2
332 Foreign 292.712 0,1 1.721.464 0,6 -569.055 -0,2 -621.276 -0, am. -0,2
3323 Securities other than shares 0 0,0 0 0,0 0 0,0 0 0,0 0 0,0
3324 Loans 292.712 0,1 1.721.464 0,6 -569.055 -0,2 -621.276 -0, a/m. -02

DEFICIT -2.154.484 -0,9 -2.046.720 -0,7 -1.391.704 -0,5| -644.965 0,2 - 0 0,0
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Annex 3: Croatian Roads (accounting principle), GE®1

2006 Plan 2007 2008p 2009p 2010p
000 HRK % of GDP| 000 HRK % of GDP| 000 HRK % of GDP| 000HRK % of GDP| 000 HRK % of GDP

1 REVENUES 1.832.982 0,7 1.883.282 0,7 1.659.697 0,6 1.734.226 0,p 24985 0,5
11 Taxes 0 0,0 0 0,0 0 0,0 0 0,0 0 0,0
12 Social contributions 0 0,0 0 0,0 0 0,0 0 0,0 0 0,0
13 Grants 1.765.813 0,7 1.805.107 0,7 1.578.018 0,5 1.649.029 04 22105 0,5
133 Grants from other general government units 65813 0,7 1.805.107 0,7 1.578.018 0,5 1.649.029 0,5 17032. 0,5
14 Other revenue 67.169 0,0 78.175 0,0 81.679 0,0 85.197 0,0 102.200 0.4
141 Property income 1.325 0,0 16.200 0,0 14.900 0,0 15.390 0,0 18.461 0,0
142 Sales of goods and services 28.039 0,0 40.000 0,0 42.400 0,0 43.410 0,0 52.073 0,9
145 Miscellaneous and unidentified revenue 37.805 0,0 21.975 0,0 24.379 0,0 26.397 0,0 31.665 0,0
2 EXPENSE 1.218.363 0,5 1.446.960 0,5 1.601.060 0,5 1.553.465 0, 241200 03
21 Compensation of employees 69.676 0,0 81511 0,0 89.500 0,0 99.700 0,0 114.000 [oX¢
211 Wages and salaries 59.836 0,0 70.107 0,0 77.021 0,0 85.834 0,0 98.146 0,9
212 Social contributions 9.840 0,0 11.404 0,0 12.479 0,0 13.866 0,0 15.854 0,0
22 Use of goods and servicers 848.009 0,3 1.038.521 0,4 1.195.210 0,4 1.133.815 0,3 600.2 0,2
24 Interest 45.265 0,0 70.868 0,0 74.600 0,0 78.200 0,0 78.200 0,9
241 To nonresidents 12.943 0,0 16.984 0,0 21.500 0,0 27.300 0,0 27.300 0,9
242 To residents other than general government 32.3220,0 53.884 0,0 53.100 0,0 50.900 0,0 50.900 0,0
25 Subsidies 0 0,0 0 0,0 0 0,0 0 0,0 0 0,0
26 Grants 0 0,0 9.300 0,0 0 0,0 0 0,0 0 0,0
27 Social benefits 0 0,0 0 0,0 0 0,0 0 0,0 0 0,0
28 Other expense 255.413 0,1 246.760 0,1 241.750 0,1 241.750 01 241.750 0,
282 Miscellaneous other expense 255.413 0,1 246.760 0, 41.730 0,1 241.750 0,1 241.750 0,1
2821 Current 15.413 0,0 6.760 0,0 1.750 0,0 1.750 0,0 1.750 0,0
2822 Capital 240.000 0,1 240.000 0,1 240.000 0,1 240.000 0,1 240.000 0,
31 NET ACQUISITION OF NONFINANCIAL ASSETY  1.340.050 0,5 1.278.246 0,5 999.051 0,3 1.149.452 0, 7ess 05
31,1  Acquisition of nonfinancial assets (total) 1.34644 0,5 1.278.506 0,5 999.051 0,3 1.149.452 04 1.698.705,5 0
31,2 Disposal of nonfinancial assets (total) 2.994 0,0 260 0,0 0 0,0 0 0,0 0 0,0
311 Fixed assets 1.222.544 0,5 1.164.842 0,4 894.751 0,3 1.045.152 0,3 10803 0,4
3111 Buildings and structures 1.200.168 0,5 1154912 4 0 884.821 0,3 1.026.922 0,3 1.520.000 0,4
3112 Machinery and equipment 20.946 0,0 5.630 0,0 7.830 0 0 16.130 0,0 20.000 0,0
3113 Other fixed asets 1.430 0,0 4.300 0,0 2.100 0,0 2.100 0,0 3.000 0,0
312 Inventories 0 0,0 0 0,0 0 0,0 0 0,0 0 0,0
313 Valuables 0 0,0 0 0,0 0 0,0 0 0,0 0 0,0
314 Nonproduced assets 117.506 0,0 113.404 0,0 104.300 0,0 104.300 0,0 155.705 0,
3141 Land 115.947 0,0 111.304 0,0 100.000 0,0 100.000 0,0 150.000 0,
3144 Intangible nonproduced assets 1.559 0,0] 2.100 0, .3004 0,0 4.300 0,0 5.705 0,0
32 NET ACQUISITION OF FINANCIAL ASSETS 19.235 0,0 0 0,0 0 0,0 0 0,0 0 0,0
321 Domestic 19.235 0,0 0 0,0 0 0,0 0 0,0 0 0,0
3212 Currency and deposits 19.235 0,0 0 0,0 0 0,0 0 0,0 0 0,0
3214 Loans 0 0,0 0 0,0 0 0,0 0 0,0 0 0,0
3215 Shares and other equity 0 0,0 0 0,0 0 0,0 0 0,0 0 0,0
322 Foreign 0 0,0 0 0,0 0 0,0 0 0,0 0 0,0
3225 Shares and other equity 0 0,0 0 0,0 0 0,0 0 0,0 0 0,0
33 LIABILITIES 744.666 0,3 841.924 0,3 940.414 0,3 968.691 0.3 998.000 oB
331 Domestic 471.685 0,2 526.454 0,2 537.124 0,2 641.701 0,2 828.470 0,
3313 Securities other than shares 0 0,0 0 0,0 0 0,0 0 0,0 0 0,0
3314 Loans 471.685 0,2 526.454 0,2 537.124 0,2 641.701 0,2 828.470 o,
332 Foreign 272.981 0,1 315.470 0,1 403.290 0,1 326.990 01 169.530 0,
3323 Securities other than shares 0 0,0 0 0,0 0 0,0 0 0,0 0 0,0
3324 Loans 272.981 0,1 315.470 0,1 403.290 0,1 326.990 0,1 169.530 0,

DEFICIT -728.425 -0,3 -842.184 -0,3 -940.414 -0,3 -968.691 -0,3] 8880 -0,3
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Annex 4:Extra-budgetary users, GFS 2001

2006 Plan 2007 2008p 2009p 2010p
000 HRK % of GDP] 000 HRK % of GDP| 000 HRK % of GDP] 000HRK % of GDP| 000 HRK % of GDP

1 REVENUES 9.414.767 3.8 10.416.722 3,8 8.517.624 2,9 8.845.214 2 070850 2,5
11 Taxes 0 0,0 0 0,0 0 0,0 0 0,0 0 0,0
115 Taxes on international trade and transaction 0 0,0 0 0,0 0 0,0 0 0,0 0 0,0
12 Social contributions 0 0,0 0 0,0 0 0,0 0 0,0 0 0,0
13 Grants 4.312.718 1,7 5.408.204 2,0 4.055.536 14 4.220.558 1, 67430 12
133 Grants from other general government units 12818 1,7 5.368.704 2,0 4.055.536 1,4 4.220.558 1,3 8367 1,2
14 Other revenue 5.102.049 2,0 5.008.518 1.8 4.462.088 15 4.624.656 14 0244240 13
141 Property income 772127 0,3 510.851 0,2 513.985 0,2 564.427 0,2 550.728 0,
142 Sales of goods and services 2.449.773 1,0 2.795.620 1,0 2.595.422 0,9 2.665.517 04 712689 0,7
143 Fines, penalties and forfeits 316 0,0 0 0,0 0 0,0 0 0,0 0 0,0
144 Voluntary transfers other than grants 1 0,0 30.251 0,0 16.308 0,0 16.322 0,0 16.268 0,0
145 Miscellaneous and unidentified revenue 1.879.832 8 0 1.671.796 06 1.336.373 0.4 1.378.391 04 1.463.815 0,
2 EXPENSE 7.038.342 2,8 6.411.600 23 6.617.082 2,2 6.677.062 2, 07634 1.8
21 Compensation of employees 1.201.858 0,5 631.095 0,2 661.068 0,2 681.944 0,2] 707.112 2 0O,
211 Wages and salaries 1.038.415 0,4 544.957 0,2 572.717 0,2 589.870 0,2 610.787 2 0,
212 Social contributions 163.443 0,1 86.138 0,0 88.351 0,0 92.074 0,0 96.324 04
22 Use of goods and servicers 3.053.156 12 3.227.399 1,2 2.983.056 1,0 2.897.650 09 412688 0,7
24 Interest 710.332 0,3 929.472 0,3 879.050 0,3 926.164 0,3 964.496 0,
241 To nonresidents 466.120 0,2 611.181 0,2 458.685 0,2 480.783 0,1 498.177 0,
242 To residents other than general government 224.21 0,1 318.290 0,1 420.364 0,1 445.381 0,1 466.319 0,4
25 Subsidies 13.803 0,0 45.300 0,0 120.960 0,0 138.648 0,0 148.102 0,
251 To public corporations 0 0,0 3.000 0,0 74.429 0,0 87.984 0,0 94.101 0,0
252 To private enterprises 13.803 0,0 42.300 0,0 46.531 0,0 50.664 0,0 54.002 00
26 Grants 463.091 0,2 473.255 0,2 646.303 0,2 650.901 0,2 661.364 0,
263 To other general government units 463.091 0,2 25E3. 0,2 646.303 0,2 650.901 0,2 661.364 0,2
27 Social benefits 748.262 0,3 2.000 0,0 100.000 0,0 100.000 0,0 100.000 0,
28 Other expense 847.840 0,3 1.103.080 0,4 1.226.645 04 1.281.755 04 7384 04
282 Miscellaneous other expense 847.840 0,3 1.103.080 0,4 1.226.645 0,4 1.281.755 04 7324 0,4
2821 Current 37.049 0,0 48.657 0,0 14.086 0,0 16.264 0,0 18.386 00
2822 Capital 810.791 0,3 1.054.423 0,4 1.212.558 0,4 1.265.490 0,4 1866 0,4
31 NET ACQUISITION OF NONFINANCIAL ASSETS 4.550.883 1.8 6.101.787 2,2 3.853.901 13 3.366.080 1, 343135 0,9
31,1 Acquisition of nonfinancial assets (total) 4.94395 2,0 6.224.847 2,3 3.927.701 1,3 3.439.880 1,3 3.468.77 0,9
31,2 Disposal of nonfinancial assets (total) 390.512 ,20 123.060 0,0 73.800 0,0 73.800 0,0 73.800 0,0
311 Fixed assets 4.149.271 1,7 5.659.007 2,1 3.665.726 12 3.174.120 14 87385 0,9
3111 Buildings and structures 4.025.570 16 5.559.557 2,0 3.572.594 12 3.069.162 09 74299 08
3112 Machinery and equipment 99.765 0,0 73.323 0,0 69.533 0,0 80.308 0,0 86.684 04
3113 Other fixed asets 23.936 0,0 26.126 0,0 23.600 0,0 24.650 0,0 26.653 0,0
312 Inventories 0 0,0 0 0,0 0 0,0 0 0,0 0 0,0
313 Valuables 0 0,0 0 0,0 0 0,0 0 0,0 0 0,0
314 Nonproduced assets 401.612 0,2 442.780 0,2 188.175 0,1 191.960 0,1 247.340 0,
3141 Land 362.595 0,1 425.241 0,2 176.250 0,1 179.663 0,1 233.246 0,
3144 Intangihle nonproduced assets 39.017 0,0 17.539 0 O, 11.925 0,0 12.298 0,0 14.094 0,0
32 NET ACQUISITION OF FINANCIAL ASSETS 493.271 0,2 785494 0,3 420.005 0,1 419.196 0,1 396.890 0,1
321 Domestic 493.271 0,2 785.494 0,3 420.005 0,1 419.196 0,1 396.890 0,
3212 Currency and deposits 500.288 0,2 495.049 0,2 504.834 0,2 331.028 0,1 304.045 0,
3214 Loans 107.880 0,0 184.066 0,1 236.791 0,1 201.668 0,1 197.344 0,
3215 Shares and other equity -114.897 0,0 106.380 0,0 -321.620 -0,1 -113.500 0,0 -1®.50 0,0
322 Foreign 0 0,0 0 0,0 0 0,0 0 0,0 0 0,0
3225 Shares and other equity 0 0,0 0 0,0 0 0,0 0 0,0 0 0,0
33 LIABILITIES 2.667.729 11 2.882.159 11 2.373.364 0,8] 1.617.124 0,p .0989 0,3
331 Domestic 2.116.532 0,8 784.932 0,3 2.431.480 0,8 1.851.488 0.4 155332 04
3313 Securities other than shares 0 0,0 0 0,0 0 0,0 0 0,0 0 0,0
3314 Loans 2.116.532 08 784.932 0,3 2.431.480 0,8 1.851.488 0.9 15382 04
332 Foreign 551.197 0,2 2.097.227 0.8 -58.116 0,0 -234.364 -0,1 -583.53 -0,2
3323 Securities other than shares 0 0,0 0 0,0 0 0,0 0 0,0 0 0,0
3324 Loans 551.197 0,2 2.097.227 0,8 -58.116 0,0 -234.364 -0, -583.53 -0,2

DEFICIT -2.688.802 -1,1 -2.813.670 -1,0 -2.273.830 -0,8 -1.473.39 -0,5 -843.294 -0,2
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Annex 5: Consolidated central government, GFS 2001

2006 Plan 2007 2008p | 2009p 2010p
000 HRK %of GDP] O00HRK % of GDP| 000 HRK % of GDPl O00HRK % of GDP| 000 HRK % of GDP

1 REVENUES 100.336.106 40,0 113.587.978 41p 117.998.389 3p,5 18722 38,8 137.080.655 38,
11 Taxes 58.469.091 233 64.148.605 23, 68.956.762 231 74.088.17 22,6 79.732.344 22,1
111 Taxes on income and profits and capital gains B5.615 3,4 10.078.339 3,1 10.985.521 3|7 11.968.549 B,7 100315 3,6
1111 Payable by individuals 3.459.649 1.4 1.650.551 0.4 1.780.367 ole 1.927.279 .6 942163 0,6
1112 Payable by corporations and other enterprises 055266 2,0 8.427.788 3,1 9.205.154 3 10.041.269 0061361 31
113 Taxes on property 482.331 0,2 533.685 0,2 582.161 o.p 638.114 702.363 0.2
114 Taxes on goods and services 47.546.223 190 513 18,8 55.461.350 18,4 59.521.984 63.949.037 17,8
1141 General taxes on goods and services 35.091.381 ,0 14 38.387.622 14,0 41.451.881 13, 44.617.241 481805. 13,3
11411 Value-added tax 34.931.750 13,9 38.212.839 14, 41.263.767 138 44.404.78 47.807.548 13,3
11412 Sales taxes 159.631 0,1 174.784 0,1 188.114 oL 202.461 217.902 0.1
1142 Excises 11.564.709 4,6 12.208.771 4, 12.931.742 43 13.723.433 14.623.334 4,1
115 Taxes on international trade and transactions 1.588.456 0,6 1.615.059 0.4 1.611.311 ofs 1.607.572 031861 04
116 Other taxes 336.466 0,1 337.141 0,1 316.418 oL 351.952 376.589 0.1
12 Social contributions 33.877.148 13,5 37.115.946 13, 40.035.129 13,4 43.328.74 47.091.239 13,1
13 Grants 194.484 0,1 941.506 0,3 698.118 0,p 972.469 1.137.356 3 o
14 Other revenue 7.795.384 31 11.381.921 4, 8.308.380 2|8 8.729.343 1199716 25
141 Property income 1.604.527 0,6 3.950.929 14 1.297.294 o4 1.418.215 851447 04
142 Sales of goods and services 3.659.069 15 4.322.918 14 4.233.826 1ja 4.414.059 4646066 13
143 Fines, penalties and forfeits 391.932 0,2 421.307 0,2} 447.007 oL 476.062 509.387 0.1
144 Voluntary transfers other than grants 6.738 ,0 564 0,0 21.016 0,0 21.482 21.948 o
145 Miscellaneous and unidentified revenue 2133118 09 2.652.200 10 2.309.238 0, 2.399.526 2.556.429 p.7
2 EXPENSE 98.674.075 39,4 109.528.777 40p 115.678.825 38,7 122835 37,5 129.935.227 36,1
21 Compensation of employees 25.515.725 10,2 28.109.046 10, 29.655.876 99 31.996.337 9,8 34.526.656 9,6
211 Wages and salaries 21.702.305 8,7 23.658.358 8, 24.897.457 g3 26.860.589 2 |8, 28.983.163 8,0
212 Social contributions 3.813.420 1,5 4.450.688 14 4.758.420 1l6 5.135.748 6 4393 15
22 Use of goods and servicers 9.122.272 3,6 10.929.724 4, 11.602.823 319 12.274.343 3,8 12.741.631 35
24 Interest 5.423.947 2,2 5.516.288 2, 5.844.574 2o 6.194.435 .9 556196 18
241 To nonresidents 2.330.119 0,9 2.297.390 0.4 2.079.406 o7 2.017.219 .6 561278 0,5
242 To residents other than general government 3a83. 1,2 3.218.898 1,2] 3.765.168 1, 4.177.216 3 4698918 1,3
25 Subsidies 5.684.592 2,3 6.063.059 24 5.835.041 2o 6.114.649 .9 47621 17
251 To public corporations 2.692.785 11 2.830.516 1, 2.605.962 0] €] 2.645.105 .8 85685 0,7
252 To private enterprises 2.991.807 1,2 3.232.543 1.4 3.229.079 11 3.469.543 1 623186 1,0
26 Grants 2.801.867 11 3.656.639 19 3.538.104 1j2 3.842.221 2 314688 12
261 To foreign governments 64.795 0,0 93.950 0,0 69.301 0, 77.822 ofo 86.624 ,0
262 To international organizations 89.619 0,0 73.440 0,0 74.391 0, 76.850 ofo 79.354 ,0
263 To other general government units 2.647.454 1 48®B249 13 3.394.412 1,9 3.687.549 i 4.065.590 1
27 Social benefits 44.192.851 17,6 48.540.710 17, 51.786.799 113 54.329.90 16,6 57.420.785 15,9
271 Social security benefits 31.276.694 12,5 34.501.553 12, 36.818.598 143 38.698.12 118 40.821.014 11,3
272 Social assistance benefits 12.793.596 51 13.919.090 5, 14.840.188 80 15.567.487 16.457.805 4,6
273 Employer social benefits 122561 0,0 120.067 0,0 128.013 0, 134.287 141.966 0.0
28 Other expense 5.932.820 2,4 6.713.311 24 7.415.608 2[5 7.893.209 4 118630 23
282 Miscellaneous other expense 5.925.221 2,4 6.713.311 24 7.415.608 2|5 7.893.209 4 118630 2,3
2821 Current 2.341.263 0,9 2.667.155 1, 2.661.207 (0] €] 2.763.916 .8 782288 0,8
2822 Capital 3.583.958 1,4 4.046.156 19 4.754.400 1l6 5.129.293 .6 33331 1,5
31 NET ACQUISITION OF NONFINANCIAL ASSETS 6.106.675 2,4 9.055.866 33 6.545.420 2p 6.268.626 19 6.258.112 7 |1,
31,1 Acquisition of nonfinancial assets (total) 6.84877 2,7 9.660.873 3,9 6.886.635 2B 6.588.213 .0 6.523.81 1,8
31,2 Disposal of nonfinancial assets (total) 743.202 ,30 605.007 0,2 341.216 0,1 319.586 oL 315.700 ,1
311 Fixed assets 5.744.392 23 8.658.105 3.4 6.259.933 21 5.955.423 .8 825186 1,6
3111 Buildings and structures 4.856.947 19 6.944.626 24 4.949.765 17 4.491.079 4 494630 12
3112 Machinery and equipment 756.498 0,3 1.469.202 04 1.105.672 o4 1.261.588 4 18226 03
3113 Other fixed asets 130.947 0,1 244277 0,1 204.496 oL 202.756 41 206.653 0.1
312 Inventories -80.226 0,0 -168.139 -0,1 -17.932 0, 769 ojo 0 Qo0
313 Valuables 7.826 0,0 7.704 0,0 6.748 04 7.146 0} 7.000 4.0
314 Nonproduced assets 434.684 0,2 558.196 0,2 296.670 oL 305.289 L1 368.706 0.1
3141 Land 340.945 0,1 408.931 0,1 160.650 oL 161.363 4.0 214.946 0.1
3144 Intangible nonproduced assets 93.761 0,0 149.265 0,1 136.020 0, 143.927 qo 153.761 p.0
32 NET ACQUISITION OF FINANCIAL ASSETS -2.553.903 -10 190.466 0,1 401.029 0, 1.159.401 o 1.730.107 ,5
321 Domestic -2.570.584 -1,0 177.039 0.1 388.524 oft 1.158.286 4 10729 0,5
3212 Currency and deposits -949.382 -0,4 495.049 0,2} 504.834 o.p 331.028 L1 304.045 1
3214 Loans 940.201 0,4 859.310 0,3 1.056.310 op 1.231.758 4 1.810.5 04
3215 Shares and other equity -2.561.402 -1,0 -1.177.320 -04 -1.172.620 -0l4 -404.500 0,1 - 114.500 0,0
322 Foreign 16.681 0,0 13.428 0,0] 12.505 [oX 1.115 ojo 1.000 .0
3225 Shares and other equity 16.681 0,0 13.428 0,0 12.505 0, 1.115 0jo 1.000 ,0
33 LIABILITIES 1.890.741 0,8 5.187.131 1, 4.626.884 15 2.934.400 0,9 7842 0,2
331 Domestic 5.282.792 2,1 5.030.473 1, 6.364.024 21 6.686.748 .0 08%73 1,0
3313 Securities other than shares 5.648.934 2,3 5.430.740 2, 4.636.181 16 7.224.646 2 12420 12
3314 Loans -366.142 -0,1 -400.268 -0, 1.727.843 0p -537.898 -q.2 3.6800 -0,1
332 Foreign -3.392.051 -1,4 156.658 0.1 -1.737.140 -0 -3.752.348 1-1, -2.865.782 -0,8
3323 Securities other than shares -3.480.781 -1,4 -1.850.000 -0,1 -1.325.000 -0l4 -2.225.00 -0,7 -1.700.000 -0,5
3324 Loans 88.729 0,0 2.006.658 0,7] -412.140 -0,L -1.527.348 -0,5 68L7B2 -0,3

DEFICIT -6.846.636 -2,7 -6.310.589 -2,3 -5.804.766 -119 -3.546.45 -1,1 -958.945 -0,3
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Annex 6: Units of local and regional self-governtpn&FS 2001
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2006 Plan 2007 2008p 2009p 2010p

000 HRK 9% of GDP| 000 HRK % of GDP| 000 HRK % of GDP| 000 HRK % of GDP 000 HRK % of GDP
1 REVENUES 13.560.211 54 14.777.754 54 15.932.481 53 17.180.489 52 18.564.469 b.2
11 Taxes 8.299.155 33 9.119.986 33 9.847.677 33 10.606.981 3.4 430067 3.2
111 Taxes on income and profits and capital gains 456.676 3,0 8.210.319 3,0 8.865.834 3,0 9.542.853 29 1®B23 29
1111 Payable by individuals 5.353.205 2,1 8.210.319 3,0 8.865.834 3,0 9.542.853 2, 271815 2,9
1112 Payable by corporations and other enterprises .103270 0,8 0 0,0 0 0,0 0 0,0 0 0,0
113 Taxes on property 479.492 0,2 523.720 0,2 571.290 0,2 626.198 0,2 689.248 0,
114 Taxes on goods and services 348.259 0,1 370.336 0,1 393.988 01 420.289 0,1 450.128 01
1141 General taxes on goods and services 52.059 0, 36%66. 0,0 60.864 0,0 65.512 0,0 70.516 0,0
11412 Sales taxes 52.059 0,0 56.364 0,0 60.864 0,0 65.512 0,0 70.516 0,9
1144 Voluntary transfers other than grants 16.079 0,04 17.044 0,0 18.084 0,0 19.259 0,0 20.607 0,0
1145 Taxes on use of goods, permission to use goods 275384 01 201907 0.1 309713 01 329844 01 352933 0,
1146 Other taxes on goods and services 4,737 0, 25.02 0,0 5.328 0,0 5.674 0,0 6.071 0,0
116 Other taxes 14.728 0,0 15.612 0,0 16.564 0,0 17.641 0,0 18.876 0,9
12 Social contributions 0 0,0 0 0,0 0 0,0 0 0,0 0 0,0
13 Grants 1.664.688 0,7 1.818.236 0,7 1.983.389 0,7 2.174.018 0,1 922031 0,7
14 Other revenue 3.596.368 14 3.839.531 1.4 4.101.415 14 4.399.490 1, 41491 13
141 Property income 794.431 0,3 867.708 0,3 946.523 0,3 1.037.496 0,3] 1.141.9570,3
142 Sales of goods and services 2.224.625 0,9 2.358.102 0,9 2.501.946 0,8 2.664.573 0, 512083 0,8
143 Fines, penalties and forfeits 4.790 0,0 5.078 0,0 5.388 0,0 5.738 0,0 6.139 0,0
144 Voluntary transfers other than grants 54.881 0,0f 9.9483 0,0 65.387 0,0 71.672 0,0 78.888 0,0
145 Miscellaneous and unidentified revenue 517.642 2 0, 548.700 0.2 582.171 0,2 620.012 02 663.413 0.2]
2 EXPENSE 10.629.313 4,2 11.614.438 4,2 12.479.931 4,2 13.380.601 411 14.403.772 1,0
21 Compensation of employees 2.695.250 1,1 2.964.775 1,1 3.181.139 1,1 3.370.000 1, 30360 1,0
211 Wages and salaries 2.335.943 0,9 2.569.537 0,9 2.750.000 0,9 2.920.000 09 50300 0,9
212 Social contributions 359.308 0,1 395.239 0,1 431.139 01 450.000 0,1 480.000 o,
22 Use of goods and servicers 4.108.888 1,6 4.458.143 1,6 4.814.795 1,6 5.199.978 1, 15987 1,6
24 Interest 71.548 0,0 83.100 0,0 88.095 0,0 93.000 0,0 93.000 0,9
241 To nonresidents 6.817 0,0 8.000 0,0 8.000 0,0 8.000 0,0 8.000 0,0
242 To residents other than general government 64.5600,0 75.100 0,0 80.095 0,0 85.000 0,0 85.000 0,0
25 Subsidies 877.361 0,4 900.000 0,3 940.000 03 976.200 0,3 1.013.648 3 0,
251 To public corporations 714.296 0,3 750.000 0,3 780.000 03 811.200 0,2 843.648 0,
252 To private enterprises 163.065 0,1 150.000 0,1 160.000 0,1 165.000 0,1 170.000 0,
26 Grants 286.226 0,1 310.100 0,1 331.427 01 363.112 0,1 390.100 0,
261 To foreign governments 118 0,0 100 0,0 100 0,0 100 0,0 100 0,0
262 To international organizations 102 0,0 0 0,0 0 0,0 0 0,0 0 0,0
263 To other general government units 286.006 0,1 0BI0. 0,1 331.327 0,1 363.012 0,1 390.000 0,1
27 Social benefits 635.152 0,3 705.860 0,3 766.596 0,3 827.362 0,3 888.159 0,
271 Social security benefits 0 0,0 0 0,0 0 0,0 0 0,0 0 0,0
272 Social assistance benefits 617.449 0,2 687.449 0,3 747.449 03 807.449 0,2 867.449 0,
273 Employer social benefits 17.703 0,0 18.411 0,0 19.148 0,0 19.913 0,0 20.710 0,9
28 Other expense 1.954.887 0,8 2.192.460 0,8 2.357.880 08 2.550.949 04 72889 0,8
282 Miscellaneous other expense 1.954.887 0,8 2.192.4600,8 2.357.880 0,8 2.550.949 0,8 2.772.889 0,8
2821 Current 1.294.903 0,5 1.499.476 0,5 1.630.247 0,5 1.786.934 04 661894 0,5
2822 Capital 659.985 0,3 692.984 0,3 727.633 0,2 764.015 0,2 806.035 0,
31 NET ACQUISITION OF NONFINANCIAL ASSETS 2.974.314 12 3.351.701 12 3.751.073 13 4.005.516 1p 4.310.516 2
31,1 Acquisition of nonfinancial assets (total) 3.513.880 1,4 3.964.701 1,4 4.394.073 1,5 4.713.516 1.4 5.068.516 4
31,2 Disposal of nonfinancial assets (total) 539.565 0,2 613.000 0,2 643.000 0,2 708.000 0, 758.000 0
311 Fixed assets 2.963.175 1,2 3.310.401 12 3.703.401 12 3.990.516 14 054636 1,2
3111 Buildings and structures 2.482.141 1,0 2.812.756 1,0 3.201.401 1,1 3.458.516 1,1 58%H16 1,0
3112 Machinery and equipment 377.107 0,2 377.000 0,1 377.000 0,1 397.000 0,1 407.000 0,
3113 Other fixed asets 103.928 0,0 120.646 0,0 125.000 0,0 135.000 0,0 140.000 0,
312 Inventories 0 0,0 0 0,0 0 0,0 0 0,0 0 0,0
313 Valuables 436 0,0 0 0,0 0 0,0 0 0,0 0 0,0
314 Nonproduced assets 10.704 0,0 41.300 0,0 47.673 0,0 15.000 0,0 5.000 0,0
3141 Land -11.472 0,0 10.000 0,0 7.673 0,0 -25.000 0,0 -35.000 0,0
3144 Intangihle nonproduced assets 22.176 0,08 31.300 0 O, 40.000 0,0 40.000 0,0 40.000 0,0
32 NET ACQUISITION OF FINANCIAL ASSETS -53.130 0,0 -35.000 0,0 -25.000 0,0 -10.000 0,0] 10.000 0,
321 Domestic -563.130 0,0 -35.000 0,0 -25.000 0,0 -10.000 0,0 10.000 0,9
3212 Currency and deposits -42.460 0,0 0 0,0 0 0,0 0 0,0 o] 0,0
3214 Loans -57.989 0,0 -60.000 0,0 -50.000 0,0 -40.000 0,0 -30.000 0,9
3215 Shares and other equity 26.944 0,0 15.000 0,0 15.000 0,0 20.000 0,0 30.000 0,9
322 Foreign 0 0,0 0 0,0 0 0,0 0 0,0 0 0,0
3225 Shares and other equm/ 0 0,0 0 0,0 0 0,0 0 0,0 0 0,0
33 LIABILITIES -9.714 0,0 153.386 0,1 273.524 0,1 195.628 0,1 159.820 0,p
331 Domestic 80.882 0,0 248.386 0,1 363.524 01 285.628 0,1 249.820 0,
3313 Securities other than shares 102.886 0,0 140.000 0,1 140.000 0,0 154.953 0,0 162.714 0,
3314 Loans -22.004 0,0 108.386 0,0 223524 0,1 130.674 0,0 87.105 0,
332 Foreign -90.597 0,0 -95.000 0,0 -90.000 0,0 -90.000 0,0 -90.000 0,9
3323 Securities other than shares 0 0,0 0 0,0 0 0,0 0 0,0 0 0,0
3324 Loans -90.597 0,0 -95.000 0,0 -90.000 0,0 -90.000 0,0 -90.000 0,0

DEFICIT -611.044 -0,2 -786.174 -0,3 -936.524 -0,3 -923.628 -0,3 7820 -0,3



Annex 7: Consolidated general government, GFS 2001

2006 Plan 2007 2008p 2009p 2010p
000 HRK % of GDP| 000HRK % of GDP] 000 HRK % of GDP| 000 HRK % of GDP| 000 HRK % of GDP

1 REVENUES 112.237.278 44,8 126.510.665 46p 131.954.211 44,2 142.142.572 43,4 153.260.332 42,5
11 Taxes 66.768.246 26,6 73.268.591 26, 78.804.438 24.4 84.695.15 25,9 91.162.410 25,3
111 Taxes on income and profits and capital gains B2.291 6,4 18.288.658 6,1 19.851.356 6|6 21.511.402 p.6 3.372.330 6,5
1111 Payable by individuals 8.812.855 3p 9.860.870 .6 10.646.201 3,6 11.470.133 3, 12.365.969 34
1112 Payable by corporations and other enterprises 159736 29 8.427.788 3,1 9.205.154 3L 10.041.269 1 0061361 31
113 Taxes on property 961.823 0,4 1.057.405 04 1.153.451 oy 1.264.312 4 5391 0,4
114 Taxes on goods and services 47.894.481 191 S51A% 19,0 55.855.338 18,7 59.942.273 18|3 64.399.164 47,9
1141 General taxes on goods and services 35.143.439 0 [L4 38.443.986 14,0 41.512.745 13, 44.682.752 13,7 48685. 13,4
11411 Value-added tax 34.931.750 139 38.212.839 14,0 2681767 13,8 44.414.780 13, 47.807.548 143
11412 Sales taxes 211.690 0,1 231.147 0,1 248.978 0, 267.972 q1 288.418 0.1
1142 Excises 11.564.709 4,6 12.208.771 4, 12.931.742 43 13.723.433 2 |4, 14.623.334 4,1
115 Taxes on international trade and transactions 1.588.456 0,6 1.615.059 0.4 1.611.311 ols 1.607.572 .5 031881 0,4
116 Other taxes 351.194 0,1 352.753 0,1 332.982 0, 369.593 41 395.464 0.1
12 Social contributions 33.877.148 13,5 37.115.946 13, 40.035.129 13.4 43.338.74 13,2 47.091.239 13,1
13 Grants 200.133 0,1 904.676 0,3 704.848 0, 979.846 43 1.145.476 3 o,
14 Other revenue 11.391.752 4,5 15.221.452 5, 12.409.795 42 13.128.834 0 |4, 13.861.207 3,8
141 Property income 2.398.958 1,0 4.818.637 1, 2.243.817 ols 2.455.711 ,8 272064 0,7
142 Sales of goods and services 5.883.693 .3 6.681.020 2,4 6.735.772 23 7.078.631 2, 7.397.599 21
143 Fines, penalties and forfeits 396.722 02 426.385 2 452.394 0,2 481.800 0,4 515.526 ofL
144 Voluntary transfers other than grants 61.619 ,0 458 0,0 86.403 0,0 93.154 0, 100.836 ojo
145 Miscellaneous and unidentified revenue 2.650.760 11 3.200.901 12 2.891.409 1 3.019.538 a9 3.219.842 .9
2 EXPENSE 107.644.348 43,0 119.288.148 436 126.182.097 4p.3 133.849.057 40,9 141.954.208 39,4
21 Compensation of employees 28.210.976 1B 31.073.82 11,4 32.837.015 11,0] 35.366.337 108 38.156.656 1p.6
211 Wages and salaries 24.038.248 9,6 26.227.895 9, 27.647.457 93 29.780.589 1 |9, 32.133.163 8,9
212 Social contributions 4.172.728 1,7 4.845.927 1.4 5.189.558 147 5.585.748 L7 236103 1,7
22 Use of goods and servicers 13.231.160 58 15.387.867 5,6 16.417.618 55 17.474.321 5, 18.357.608 L1
24 Interest 5.495.496 2,2 5.599.388 2, 5.932.669 2o 6.287.435 L9 486196 1,8
241 To nonresidents 2.336.936 0,9 2.305.390 0, 2.087.406 of7 2.025.219 .6 641278 0,5
242 To residents other than general government 3888. 1,3 3.293.998 1,2] 3.845.263 1, 4.262.216 13 4.783.918 1,3
25 Subsidies 6.561.952 2,6 6.963.059 2, 6.775.041 23 7.090.849 p.2 61789 2,0
251 To public corporations 3.407.081 1.4 3.580.516 3 388962 11 3.456.305 1,9 3.529.323 10
252 To private enterprises 3.154.872 1,3 3.382.543 1.2 3.389.079 11 3.634.543 L1 323146 1,0
26 Grants 1.429.054 0,6 2.111.672 0.9 1.892.871 ole 2.038.693 .6 36826 0,6
261 To foreign governments 64.913 0,0 94.050 0,0 69.401 0, 77.922 ojo 86.724 .0
262 To international organizations 89.720 0J0 73.440 ,0 74.391 0,0 76.850 0,0 79.354 0,
263 To other general government units 1.274.420 .5 9441182 0,7 1.749.080 0,9 1.883.920 0. 2.070.798 ,6
27 Social benefits 44.828.003 17,9 49.246.570 18, 52.553.395 11.6 55.187.26 16,9 58.308.944 16,2
271 Social security benefits 31.276.694 125 34.5@.55 12,6 36.818.598 12,3 38.618.129 18 40.821.014 1,3
272 Social assistance benefits 13.411.045 4 14886. 53 15.587.637 5,2] 16.374.936 5p 17.325.253 .8
273 Employer social benefits 140.264 o,fL 138.478 1 iz 0,0 154.200 0,0 162.676 0,
28 Other expense 7.887.708 31 8.905.771 3.3 9.773.487 33 10.444.158 B.2 .082459 3,1
282 Miscellaneous other expense 7.880.108 ,1 8.905.771 3,3 9.773.487 33 10.444.158 3, 11.084.459 j1
2821 Current 3.636.165 15 4.166.631 19 4.291.454 14 4.550.850 L4 454192 14
2822 Capital 4.243.943 1,7 4.739.140 1, 5.482.033 18 5.893.307 L.8 39627 1,7
31 NET ACQUISITION OF NONFINANCIAL ASS| 9.080.989 3,6 12.407.567 4, 10.296.493 34 10.274.142 3,1 10.568.628 2,9
31,1 Acquisition of nonfinancial assets (total) 10.363.757 4, 13.625.574 5,0 11.280.709 3,8 11.301.728 3.p 11.642.328 2
31,2 Disposal of nonfinancial assets (total) 1.282.768 0p 1.218.007 4 8. 0,3 1.027.586 0,3] 1.073.700 0B
311 Fixed assets 8.707.566 3,5 11.968.506 4,4 9.963.333 313 9.945.939 B.0 181022 2,8
3111 Buildings and structures 7.339.087 2|9 9.757.382 6 8.151.166 2,7 7.949.594 24 8.208.086 213
3112 Machinery and equipment 1.133.604 0|5 1.846.202 7D, 1.482.672 0,5 1.658.588 04 1.633.184 0|5
3113 Other fixed asets 234.875 0,1 364.923 0,1 329.496 0, 337.756 q1 346.653 0.1
312 Inventories -80.226 0,0 -168.139 -0,1f -17.932 0, 769 ojo 0 [0 o)
313 Valuables 8.262 0,0 7.704 0,0 6.748 04 7.146 op 7.000 qo0
314 Nonproduced assets 445.388 0,2 599.496 0,2 344.343 0, 320.289 41 373.706 0.1
3141 Land 329.473 0,1 418.931 0,2 168.323 0, 136.363 4.0 179.946 0.0
3144 Intangible nonproduced assets 115.937 ,0 180.565 0,1 176.020 0,1 183.927 0,1 193.761 op
32 NET ACQUISITION OF FINANCIAL ASSETS -2.607.092 -1,0 155.254 0,1 376.029 ofL 1.149.401 4 1.740.107 0,5
321 Domestic -2.623.773 -1,0 141.827 0,1 363.524 oL 1.148.286 4 ne39 0,5
3212 Currency and deposits -991.842 -0f4 495.049 .2 8384. 0,2 331.028 0,1 304.045 0,
3214 Loans 882.152 0,4 799.098 0,3 1.006.310 oB 1.191.758 4 1.880.5 0,4
3215 Shares and other equity -2.534.458 -10 -1.162.32 -0,4 -1.157.620 -0,4 -384.500 -0, 144.500 ojo
322 Foreign 16.681 0,0 13.428 0,0 12.505 0, 1.115 oo 1.000 ,0
3225 Shares and other equm/ 16.681 0jo 13.428 ,0 12.505 0,0 1.115 0,0 1.000 0,0
33 LIABILITIES 1.880.967 0,8 5.340.305 2, 4.900.407 16 3.130.028 1.0 1.002.610 0,3
331 Domestic 5.363.615 2,1 5.278.647 1.9 6.727.548 23 6.972.376 p.1 583893 11
3313 Securities other than shares 5.751.820 3 5400.7 2,0 4.776.181 1.6 7.379.599 2, 4.374.714 12
3314 Loans -388.205 -0,2 -292.094 -0, 1.951.366 oy -407.223 Q.1 6.302 -0,1
332 Foreign -3.482.648 -1,4 61.658 0,0 -1.827.140 -0p -3.842.348 -2.955.782 -0,8
3323 Securities other than shares -3.480.781 -1.4 01086 -0,7 -1.325.000 -0,4 -2.225.000 -1.700.000 -0,5
3324 Loans -1.867 0,0 1.911.658 0,7] -502.140 -0,] -1.617.348 58.782 -0,3

DEFICIT -7.457.679 -3,0 -7.096.763 -2,4 -6.741.289 -2f3 -4.479.08  -1,4 -1.896.765 -0,5
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