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1. INTRODUCTION

The Government of the Republic of Croatia adopted Economic and Fiscal Policy
Guidelines for the period 2010 — 2012 with a viewdefining fiscal policy trends in the
upcoming three-year period.

So far, the Guidelines presented the starting poittie process of planning the State budget,
providing economic and fiscal assumptions as treshfar further budget drawing. For the
first time now, by enforcement of the new Budget,Abe Guidelines have been drawn up
taking into account the Government Programmes &gjyafior the period 2010 — 2012, which
the Government adopted at its session held on p®der 2009.

In the Government Programmes Strategy, the Goverhimas identified in the process of
strategic planning the most important goals andbdished priorities. The Guidelines
establish a stronger connection between the fonggpriorities and the budget, and they
position the strategic planning in the three-yaatdetary framework.

A well-prepared medium-term budgetary frameworkdithe Government priorities and the

State budget in the scope of sustainable levebogemption, it underlines the concessions
made between the competing Government goals, ks lthe State budget with the adopted
policies, strategies, programmes and acts, andptdves the results of the programmes by
increasing the transparency, accountability andiptability of financing.

The new Budget Act implements a three-year budgdtamework. This year, the Croatian
Parliament will for the first time adopt the 2010diget and projections for the following two
years, meaning 2011 and 2012. This is a moment wiwe goals have to be achieved with
the current budget, so the three-year budgetampeweork is important in order to achieve
fiscal discipline and allocate the available fundghe strategic priorities that are primarily
directed at precluding further negative trendsseconomy.

Taking into consideration all the above, Econonmd &iscal Policy Guidelines for the period
2010 — 2011 contain the following:

» strategic economic and fiscal policy goals of tlep&blic of Croatia,

» the main macroeconomic indicators for the RepulifiiCroatia,

» the main fiscal policy indicators for the RepulmicCroatia,

* an estimate of revenues and expenditure, and tecaipd expenses at all levels of the
general government budget,

» the proposal of the amount of the financial plan diyisions of organisational
classification comprising the amount of the finahgdlan for the previous budget
year and the current budget year, and the prombthe amount of the financial plan
for the following budget year and two subsequeatryeand

» the envisaged changes in public debt and the pdbbt management strategy.



2. MEDIUM-TERM ECONOMIC AND FISCAL POLICY GOALS

Economic and Fiscal Policy Guidelines for the pg@2010 — 2012 have been drawn up in the
conditions of an altered macroeconomic environmé&he financial and economic crisis has
affected the world and its ramifications are alsti fn Croatia, primarily in the negative
economic growth rates. Therefore, in these circantsts the key goal of the Government of
the Republic of Croatia is to preserve macroeconastability and create the conditions for
recovery and stable economic growth. The overalhemic policy at the time of financial
restrictions and a decline in economic activityuses on the fiscal policy that will in the
given frameworks have effect on achieving the sehemic goals.

In this sense, the fiscal policy defined in thesad8lines materializes through the budget the
goals and measures arising from the Governmentr&roges Strategy so as to ensure the
long-term stability and recovery, and in order ¢b the foundations for economic growth. In

this context, fiscal policy is directed to fulfitly the twelve general goals defined in the
Government Programmes Strategy.

Macroeconomic and economic stability

Macroeconomic and economic stability will be ack@vthrough the more efficient
management of public finances by further improvinglget processes, fiscal consolidation
and efficient public debt management, strengthethiegsystems of internal financial controls
and internal audit, and the development of macnoeeuc statistics. Collecting fiscal
revenues in a fair and effective manner will aleatdbute to the stability of public finances,
and it will principally be directed to increasinet level of compliance with the tax
regulations and the regulations governing paymérnitioer compulsory public levies, and
improving taxpayer service. In the context of asg@sto the European Union, strengthening
of capacities to use European Union funds will bgeeatial, so the goal in the forthcoming
period is to use the allocated funds to the gréaessible degree. This will be achieved by
establishing and obtaining the operating licence &t institutions envisaged for the
implementation of the IPA and subsequent Europeaiorfunds, quality preparation of
projects in the amount more than the assigned altmts, efficient project implementation
and quality financial management, quality preparatof programming documents for the
utilisation of the future European Union funds, aydtematic and coordinated education on
the use of European Union funds by the bodies dedun the management system, and other
potential beneficiaries of funding.

Optimum environment for the development of a conipre¢ economy

Medium-term economic policy will also be directedeasuring the optimum environment for
developing a competitive Croatian economy. To tharsd, measures will be taken to
strengthen the competitiveness of economic subjechsding the development of the energy
system, stimulating investments and attractingctlimevestments, increasing the number and
changing the structure of exporters, creating mwdating environment for the development
of innovative economy through an efficient systerh mrotection, application and
implementation of intellectual property rights, yicte aid for creating new investment-related
jobs and training, changing the production programmthe favour of technologically more
advanced ships requiring a greater proportion afwkedge, drawing and implementing
investment projects, creating a positive image he& Republic of Croatia on the foreign



markets, stepping up economic diplomacy, harmogisagislation and planning acts, and
international cooperation aimed at strengthening ttompetitiveness of the Croatian
economy, strengthening the national quality infrature, speeding up of transport and, at
the same time, quality protection and supervisibthe economy. It is highly important for
the competitiveness of the Croatian economy to hevaore developed, competitive and
flexible labour market, the functioning of whichllbe enabled through meeting employers’
requirements for labour force, increasing the @@ of job-seekers who have problems
finding a job, and ensuring compliance with labaagulations. Likewise, an important
precondition for sustainable and competitive ecacarowth is a more efficient exploitation
of national resources by introducing biofuels, @aging the share of renewable energy
sources, effective management and preventing lllegploitation of mineral resources, and
supplementing the state commodity reserves in daoae with the Balance Sheet and the
State Commodity Reserves Act.

Strengthening the state of law and the rule of law

Strengthening of the state of law and the rule ak Imeans the strengthening and
development of these constitutional and legal categ that represent the legal basis for the
development of democracy. The contribution to ikiglemonstrated in the reform of the
judiciary that is directed at the development agidforcement of judicial power, education
and training of the staff working in the judiciauthorities, network rationalisation and
increasing the transparency in the work of thegiadliauthorities, and rationalisation of costs
of judicial proceedings. In order to strengthen ghate of law, it is highly important to
prevent corruption and organised crime, which ibdachieved through harmonisation of the
legislation, increasing the transparency in thekwair the state authority bodies, education
and training of the staff working in the bodiestbé state and local government, raising
public awareness about the adverse effects of giony implementing the anti-corruption
campaign and strengthening inter-institutional aapon among the bodies competent for
carrying out the measures for the fight againstruggion and organised crime. Also,
introducing the system of free legal aid, develophwé conciliation, improving the system of
legal sanctions, strengthening the efficiency ofosrement procedure, improving gender
equality and protection against discrimination wik conducive to stronger protection of
human rights and freedoms, which is a further ppaéiste for strengthening the state of law
and the rule of law. Strengthening of legal safietyeconomic transactions and real-estate
business represents another segment in strengghédmenstate of law that is conducive to
entrepreneurship and economic development and Qroittese goals will be achieved by
means of informatization and digitalisation of ttata, improving the efficiency of the
bankruptcy procedure, speeding up of the proceftursubscription in the land registry and
drawing up of the Register of Cultural Goods, adl we other databases in the cultural
heritage protection system. Improving the abiliteesl the quality of public services is an
important factor in achieving strategic economi@lgo To this end measures will be taken
aimed at the professional training of civil and feibervants, improving the performance and
economy in the public administration system, rajsihe quality of administrative services
and strengthening of social sensitivity.

Promoting knowledge, excellence and culture

Promoting knowledge, excellence and culture throsgstainable quality of the education
system and expansion of sports will be achievedutjin the development of efficient
educational system management, drawing up and mglation of the Croatian



Qualification Framework, drawing up and implemeiotatof the National Curriculum,
implementation of the State Pedagogical Standaadeldping and strengthening awareness
about the importance of guidance and educatiome@&sing the engagement in and quality of
sports through the education system. Systematicomement of the legal frameworks and
fiscal regulations within the science and technglegstem, efficient system of protection and
application of intellectual property rights, recagng and developing priority areas,
strengthening of international cooperation, raigidplic awareness and trust in science and
technology, development of stimulating financingsofentific activities in public institutes,
science universities and other science institufi@msl promoting the study of natural and
technical sciences will contribute to the developtm& science as the catalyst for the long-
term economic and social development. The impoeariscience and technology is essential
for the development of the modern state, its pregyend welfare. It is therefore of the utmost
importance to boost the excellence of the sciensifistem through more intensive inclusion
of the scientific system in the European ReseandaAcompetitive projects of the National
Foundation for Science, Higher Education and TeldgyDevelopment, establishment and
development of the technology transfer office, inrgpof integrated scientific programmes,
promoting the establishment of science infrastmecteentres, raising the quality of
researchers in science, reform of PhD studies antbdal candidates, inclusion of students in
research and innovation processes, additional @avéod and promotion of scientific
excellence, establishment and development of centve scientific excellence and
development of the system for strengthening conmgége of human resources. Likewise, the
goal is to create an information society and ensgeess to information to all people.
Subsequently, the activities will continue aimea@itinued development of the information
society by establishing the model of electronicegoment, optimum development of the ICT
infrastructure, and improving the level of competnand information of users of e-
administration, fostering the information sociepyanning the radio diffusion network and
switchover from analogue to digital broadcastinghef television programme. In addition, the
development of cultural and art production will tdsute to the development and
enhancement of the cultural life in the RepublicGrbatia through the implementation of
public needs programmes in culture, promotion afkscand publishing, museum and gallery
activities and visual arts, music, theatre, musid-stage, audiovisual and dance arts, and new
media cultures, strengthening the role of art etimecaand implementation of incentive
programmes for entrepreneurship in culture. Alsdtucal goods management, enhancing the
cooperation and planning of all interest groupsproming the quality of restoration and
conservation works, and control of trading in crdtugoods will contribute to achieving the
optimum model for the safeguarding and preservaifaultural goods.

Uniform regional development

Due to the fact that the socioeconomic differerened development possibilities in different
parts of the country and different social groupes@coming more profound, the Government
of the Republic of Croatia will continue taking nseees in order to ensure uniform regional
development of Croatia. This primarily means pranmgtthe competitiveness of Croatian
regions through identification, selection and maomitg of the implementation of priority
projects, co-financing the preparation of the pbjdocuments, creating the model of a
networked communication system of the county deualent agencies and centres, support to
the projects for building entrepreneurial, businasd industrial zones, cluster development,
promoting the establishment of trades and crafts small and medium-sized enterprises
(SMEs), allocation of aid to employers on islandsanding of traditional products, and
through the development of the new and existing mengial infrastructure. Furthermore,



sustainable development of the less developednegidl be encouraged by the construction
of the housing, municipal and economic infrastreetaid to the units of local and regional
self-government, and tax relief. Development of tila@sport system is the preconditions for
balanced regional development of Croatia, and is #ense work will continue on the
construction and modernisation of the transpontastfucture, development of the transport
services market, setting up the system of contrml #&affic regulation, carrying out of
hydrographical surveys, and preservation of theirenment in traffic. Sustainable
development of water management will be providedhgyconstruction and maintenance of
the water management objects, by investments inwh&r management development
programmes, ensuring water quality, alignment & tiational legislation with thacquis
communautairge and through international cooperation and invesiti$ in the irrigation
system development.

Strengthening social equality

Strengthening of social equality is also one of key goals of the Government of the
Republic of Croatia. Care for the persons who megthie help of others is an important part
of the society’s responsibility. To this end, theasures with a view to providing accessible
care and improving the quality of life of vulneraldocial groups will continue. This will be
achieved by simplifying the access to rights to ltbeeficiaries and enabling the right to aid
and services in the scope which is necessary wrenise minimum standard of living to the
most socially threatened groups. Likewise, it isalvito socially reinforce the families,
children and the young by enhancing the qualityfamhily life and support to particularly
sensitive social groups, taking into consideratiom principles affirming family values, care
for the children, the young and other particulaniynerable social groups that will finally
ensure equality to be achieved in all areas ofctirgemporary society. Protection of dignity
of the Croatian war veterans in the society remames of the priorities of the Government of
the Republic of Croatia, which includes comprehemnstare for demobilised war army
invalids and their family members, Croatian HomdlaNar army invalids, peacetime army
invalids, injured explosive ordnance disposal sglests and their family members, families of
the war veterans who died, who were taken prisooresse still missing. Strengthening of the
social security system for workers and coordinathrgyprotection of the social minimum for
the unemployed will also represent one of the npaiorities of the socioeconomic policy in
the area of social cohesion and justice that veilabhieved by improving the efficiency of the
social transfer system, and by fostering socialodize, consensual dispute settlement,
equality before the law and the judiciary, and lbgt@cting the principle of “innocent until
proven guilty”. Also, the development of a susthieapension insurance system will be
encouraged, the main aim of which is to overconmatalifferences, achieve social justice
and social solidarity necessary for sustaining gbeiety and its development. The goal of
further development of the pension scheme is teeselfinancial and social sustainability of
the system, and to achieve and maintain the balbetvecen the level of pensions generated
only in the generational solidarity system and Il of pensions generated in the two
pension insurance pillars.

Positioning of Croatia as one of the leading Eurogue tourist destinations

One of the main economic policy goals is the positig of Croatia as one of the leading
European tourist destinations. The long-term effi#cpositive impacts in tourism will be

ensured through sustainable exploitation of naturaltural and historical resources, active
participation in their preservation and developmemeating of the environment that is



attractive for investors, and effective promotiddevelopment and improvement of the
tourism product in any destination will be directedthe implementation of the incentives
programme for the development of small and mediim@dsenterprises (SMES) in tourism,
developing the model of implementation of Browrdieland Greenfield projects,
implementation of crediting programmes for ruralurism, implementation of the
programmes for the promotion, protection, renewal aclusion in tourism of the cultural
and natural heritage, promoting specials formsoafism in the continent and on the coast,
stimulating the development of theme tourist roufgeducing original Croatian souvenirs,
stimulating education and training of staff, impray product quality, encouraging the use of
the pre-accession and other international fundsafmgroving funding for the projects in
tourism that were already granted resources froen ftinds, fostering professional and
training programmes of vocational associations atikder non-for-profit organisations,
encouraging the design and realisation of new souproducts and destination management,
promoting the development of tourism infrastructanel the implementation of the project of
interlinking the categorisation information systefar tourism objects at the lower
organisation level. Effective promotion of the tiean product and services will be achieved
by implementing the programme of joint advertisoighe private and public tourism sectors,
international cooperation development, implemeatatof incentive programmes for the
organisation of events and other promotional aotisj implementation of the programme for
ensuring safety of tourists and implementationdafaation programmes.

More competitive sector of agriculture, food indugtand fisheries

Creating a productive and competitiagriculture, food industry and fisheries sectomurezps
consistent implementation of comprehensive measaresnumber of different areas. Thus,
one of the key measures is continued land congmidand agricultural land planning, taking
into consideration that the greatest limiting fastdo increasing the competitiveness of
agricultural production are small-sized lands aigpldced and fragmented land plots. Also,
efforts will be made to improve the market mechansigor selling agriculture, food industry
and fisheries products through the adjustment eflélgislation and planning acts for better
organisation of the agricultural products marketd a&a number of projects and support
programmes. Protection of the health of humangpaisi and plants, and the protection of
consumers’ interests as an additional measuredaslthe improvement of the system of food
safety and quality, strengthening communication iafarmation exchange, and establishing
and stepping up the system of official controlsrdRulevelopment will have an increasingly
important place in the forming of Croatia’s agricuél policy with a view to improving the
quality of life in those rural areas where theseditions are considerably lower than the
average, reducing the discrepancies in economieldement and living conditions relative to
other areas, creating a strong agricultural seatoreasing the competitiveness of the rural
area, environmental protection and protection ¢dingd resources and protection and progress
of the country areas and rural values.

Further strengthening of the international statusféthe Republic of Croatia

In the previous years, Croatia’s international usgtatvas reinforced in all aspects of foreign
policy: in the area of European integration, adoes$o NATO and by becoming a non-
permanent member of the United Nations SecuritynCibuby developing good neighbourly
relations and improving regional cooperation, amel averall positioning in the international
arena. Preparations of the Republic of Croatiaafaression to the European Union will be
conducive to internal transformation of the Craatsmciety and create the conditions for its



further development and prosperity, for the weltigeof all Croatian citizens. This goal will
be achieved by means of intensive coordinationa@mmunication among different sectors,
implementation of the Communication Strategy abOudatia’s accession to the European
Union, and creating the legislative framework fostablishing the connection with
EUROJUST. Further strengthening of Croatia’s iraional position will continue with the
strengthening of the bilateral and multilaterakmntational cooperation through more frequent
bilateral visits, holding of the political bilatéraonsultations and opinion exchange, by
Croatia’s participation in international forumsggping up of the activities aimed at entering
the managing/operating bodies of various multiterganisations and institutions that are in
the interest of the Republic of Croatia, and byryiag out the nuclear safety obligations
assumed under international conventions and bélatgreements. Further reinforcement of
Croatia’s status as a trustworthy partner at irdtonal level and a full-fledged member of
NATO will be achieved by establishing coordinatmirthe flow of information flow, through
bilateral consultations and by participating iremmational missions.

Improving the police and armed forces as the cihizéservices

One of the main tasks of the Government of the Bgpof Croatia is to maintain satisfactory
public order. In this context measures will be tak@med at improving the system of
prevention, detection and fight against crime, agnother things through the reform of the
criminal police, combat against corruption and arged crime, strengthening the capacities
for detection and fight against violent acts, imgiag the protection of the young as victims
and perpetrators of criminal acts, and by stremgtigethe capacities of the police with the
aim of identifying the victims of human traffickingnd tracking down the perpetrators of
crime of trafficking in humans. Moreover, measuval be taken to increase road traffic
safety in order to reduce accidents and ensuradh®eal and regular flow of traffic. Another
very important factor is the strengthening of s#guon the state border through good
organisation, training and technical equipment fué border police. Development of an
integrated national security system will be implatee as the fundamental national security
interest through the implementation of operatiomakvention and rehabilitation measures
with a view to reducing the number of fatalitiesdarasualties, and reducing the damage
caused by fires and accidents. Maintenance of titernational defence and police
cooperation will be contributed to by intensifyinge work of military and diplomatic
missions in the NATO Alliance and European Unionnibers, participation of Croatian
representatives in NATO structures and processéseoNATO defence plans, specific form
of the bilateral defence cooperation with the nkealring states, active participation in the
bodies and forums of the UN and OSCE, and contimagticipation of police officers in
peace missions. Improving of the priority readinefsthe armed forces will be directed to the
planning capacity and executing joint operationsough the relevant training, drills,
exercises, equipment and modernisation.

Health care, maintaining and improving health

Maintaining and improving health of the entire plapon using science-based programmes
for the prevention and fight against diseases aedltlihn promotion represent the main
activities directed towards a healthy populatiomeTgoal is to make health care more
available to the citizens by reorganising and imprg the system of urgent medical aid,
filling vacancies in the public health care netwodevelopment and standardisation of the
health care infrastructure, informatization of thealth care system, and improving health
care for handicapped persons. The system of quiaéigith care will also be ensured by



supervising the legality of work of health careabiishments, companies engaged in the
health care activity and private practice, and expapervision of the activities of health

workers. For the purpose of protection of the publtealth care interests, meaning
maintaining and improving of health, it is vital ppomote healthy lifestyles, develop proper
dietary habits, increase the level of physicalvagtiand draw attention to harmful effects of

various addictions, as well as a quality systemsanitary inspection and measures to
eliminate the negative effects of ionising radiatio

Environmental protection and spatial development

Environmental protection and spatial development aisother strategic goal of the
Government of the Republic of Croatia. Efficienveonmental management will continue in
order to create the preconditions for preventiopesvision and activities directed at reducing
the pollution of air, ground and the sea. Protecaod preservation of the environment will
ensure the stability of the fundamental values poigntials for further development of the
Republic of Croatia, and its recognition in Eurcge a country that is well aware of the
importance of preserving natural resources thah witelligent, sensible and sustainable
exploitation may provide many development pathse Goals is to preserve the existing
biological, landscape and geological diversitytaoes part of the lost species and habitats,
where this is possible and justified, and developnw an appropriate system for their
evaluation and preservation. Activities will be ileqmented aimed at regulating the cadastre,
accurate and reliable information about the situatin the ground, and designated use and
purpose of space with a view to having a spatibdlanced network of municipalities and
large, medium and smaller towns, preserving thendbmce and diversity of natural
resources, preservation of space and largely guafivironment with 10% of area under
protection, and rich architectural heritage thatatuable on the world scale. Increasing the
accuracy and reliability of the data on the sitatbn the ground is the main precondition for
effective economic development, quality and effitiunctioning of the real-estate market,
and implementation of the capital and infrastruetstate projects. Also, the measures will be
implemented aimed at improving the situation infie&l of housing, municipal management
and construction that include the adoption and @mantation of the regulations within the
scope of civil engineering, increasing energy eficy in building construction,
administrative and fiscal measures and promotingsimg construction.
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3. MEDIUM-TERM MACROECONOMIC TRENDS

3.1. Macroeconomic trends in 2008 and 2009

The year 2008 saw the slowdown of economic actidite to the spillover effects of the
global economic crisis. The real growth rate ofsgralomestic product (GDP) was 2.4%,
which is 3.1 percentage points less than the groetrded in 2007, and also the lowest
growth rate since 1999. Economic activity was thestrdynamic in the first quarter, when
real year-on-year GDP growth amounted to 4.3%poWedd by a slowdown in economic
growth which dropped to 3.4% in the second quattel,.6% in the third, and to 0.2% in the
last quarter of 2008. GDP breakdown by the exparalinethod indicate slower real growth
of all GDP components relative to 2007, apart fiowestments in fixed capital recording real
growth of 8.2%. In 2008, the import of goods andviees recorded real growth of 3.6%,
while real growth of export of goods and servicemoanted to 1.7%. Government
consumption recorded real growth of 1.9%, whilesge consumption slowed down to 0.8%,
which is the lowest level since 1999. The main lgataof economic growth in 2008 were
investments in fixed capital, stimulated mainlythg strong construction activity, and their
contribution to GDP growth amounted to 2.3 perogataoints. The contribution of export of
goods and services amounted to 0.8 percentagespammd, with the higher negative
contribution of import of goods and services ofl-gercentage points, the contribution of net
export was negative and amounted to -1.3 percentaggs. Private consumption, which
contributed to GDP growth by 0.6 percentage poihts] the greatest influence on the
deceleration of economic growth in 2008. Changesnwentories (including statistical
discrepancy) and government consumption contribave&DP growth by 0.4 percentage
points each.

Chart 1: Real GDP growth of the Republic of Croatia
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Nominal GDP growth was 8.9% in 2008 reaching theinal amount of HRK 342.2 billion
or EUR 47.4 billiod. GDP per capita increased from around EUR 9,70007 to

Y early 2009, the Central Bureau of Statisticeaskd a new methodology for calculating Croatid#@hat is harmonised with the
methodology of the European System of National Aot® (ESA 95). GDP calculation has been improvethbyding the estimate of the
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approximately EUR 10,700 in 2008. Observed in teofngurchasing power parity, Croatia’s
GDP reached 63.0% of EU 27 average GDP per capita.

Chart 2: GDP per capita according to purchasing mowarity per country (in 2008)
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In the first quarter of 2009, GDP recorded the nggdr-on-year decline in the amount of
6.7%. All components on the expenditure side of GB&&ept of government consumption,

recorded a real decrease at year-on-year leveiarfitst quarter. The highest decline was
recorded in the import of goods and services (“&0.and export of goods and services (-
14.2%). Investments in fixed capital were in reahts reduced by 12.4% compared to the
first quarter of 2008, while private consumptionaeled a reduction of 9.9%. Real growth of
government consumption amounted to 3.9% in the finsarter of 2009. The greatest

contribution to GDP decrease in the first quartame from private consumption in the

amount of -6.8 percentage points, followed by cleanm inventories with -4.1 percentage
points, and investments in fixed capital with -iércentage points. The contribution of

government consumption was positive and amountéd@qgercentage points. The export of
goods and services contributed to real GDP reduetith -5.0 percentage points, but due to a
considerably higher positive contribution of gooalsd services import (12.3 percentage
points) the contribution of net exports was posiiity the amount of 7.2 percentage points.

A slowdown in the economic activity during 2008 v&agjgested by indicators from the real
sector such as industrial production, retail trad® tourist overnight stays. The highest year-
on-year growth of industrial outguin 2008 was recorded in the first quarter (3.6.%),
followed by a slowdown to 3.0% in the second quati@ 0.2% in the third quarter, and a

decline of industrial output amounting to 1.7% e tast quarter of 2008. The above trends
resulted in an increase of the 2008 industrial wutgf 1.2%, which is by 3.7 percentage

points lower than in 2007. In 2008, real turnovethie retail trade recorded a decline of 0.5%,
resulting from year-on-year growth in the first§) and second (1.3%) quarters, while in
the last two quarters of 2008 real growth of theawer in retail recorded a reduction in the
amount of 2.2% and 3.2% respectively. Tourism iathics in 2008 also recorded a slowdown
compared to 2007. Year-on-year growth of tourisivals in 2008 amounted to 0.9%, while

the number of tourist overnights increased by 2.0%e year 2008 recorded revenues from
tourism in the amount of EUR 7.5 billion, whichas increase of 10.5% in comparison to

grey economy, the new estimate of imputed hougng and the new estimate and distribution of for@rintermediation services measured
indirectly, which resulted in the increase of noaliGDP.

2 According to the Main Industrial Groupings, thé9/ersion, and the National Classification of Emoit Activities, the 2007 version.
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2007. In contrast to the described trends, the togctgon activity in 2008 was intense, as
indicated by the growth of year-on-year constructimrk index of 11.8%.

Macroeconomic trends in 2009 so far indicate aidedh the economic activity. Industrial
output has recorded year-on-year reduction of 100%e first seven months of this year,
and retail trade has suffered from a real reductibri6.3%, while tourist overnight stays
recorded a decline of 4.5%. Construction work inaes lower by 2.1% in the first five
months of 2009 compared to the same period of 2008.

Chart 3: Industrial production index of the Repuahdif Croatia
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The year 2008 saw positive trends on the labouketafhe number of unemployed persons
registered with the Croatian Employment Service weduced, while the number of

employed persons increased on year-on-year levell imonths of 2008. Thus, the average
number of the unemployed was reduced by 27,70%psrer 10.5%, while the average
number of the employed increased by 37,896 or Z&#/tpared to 2007.

As indicated by the Labour Force Survey, working agpulation was 3,680,250 in 2008. Of
that number 48.5% were people who work or are elgtiwoking for a job, which means that

they can be categorised as a workforce. In commatis the results from 2007, the size of
working age population increased by 23,000 andaatestime the category of workforce

dropped by 250 persons. The total number of thel@mad in 2008 on average amounted to
1,635,750, which is an increase of 21,250 in comparto 2007, while the number of

unemployed persons dropped by 21,750 to the level4®,250. The average survey
unemployment rate in 2008 amounted to 8.4%, whsdbyi 1.2 percentage points lower than
in 2007, and also the lowest recorded unemploymatdé. The average administrative
unemployment rate in 2008 amounted to 13.2%.

Favourable trends on the labour market stoppedeiordary 2009, when the number of

registered unemployed persons started to increagyeaa-on-year level. In the first seven

months of this year, the average number of regidtememployed increased by 14,775 or
6.1% compared to the same period of 2008. The geaadministrative unemployment rate in

the first seven months recorded 14.5%, which isharease of 0.9 percentage points at year-
on-year level. According to the data in the LabBarce Survey, at the moment available only
for the first quarter of 2009, unemployment rateQfh 2009 amounted to 9.4%, which is a
reduction of 0.6 percentage points at year-on-igaal.
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Chart 4: Labour market trends in the Republic ob@lia
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Inflation measured by the consumer price index J@etelerated to 6.1% in 2008, which is
by 3.2 percentage points more than in 2007. Acatddrinflation was the result of significant
inflation carried forward from the end of 2007, andtrong growth in the prices of foods and
petroleum products due to the increase in the proédood raw material and crude oil in the
world markets. Inflationary pressures were contigumtensifying until July 2008, when
inflation reached 8.4%. A drop in prices was reedrdfterwards, so in December 2008 year-
on-year CPI growth amounted to 2.9%. A drop ingsiafter July was caused by decreasing
imported inflation pressures reflected in the dodpagricultural raw material and crude oll
prices in the world market, and a weaker domesroahd, especially private consumption.

Chart 5: Year-on-year growth of consumer price xdethe Republic of Croatia
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Year-on-year growth of the consumer price indexI{@mounted to 2.8% in the first eight
months of 2009, while in August 2009 inflation read 1.5%. The largest contribution to
year-on-year growth of prices in August came frafoacco, the price of which increased by
21.8%, and gas price (growth of 18.5%). On the rotlaad, the greatest impact on mitigating
price growth in August was year-on-year reductinrthie prices of fuel and lubricants for
passenger vehicles amounting to 12.1%.
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By using the so-called leading indicators methogglahe Institute of Economics, Zagreb
(IEZ), and the Ministry of Finance draw up a comxpleROLEI forecasting index. This index
predicts the trends in the economic activity in &i&, where the industrial output index is
used as the reference series. The CROLEI index¢hwim June of this year recorded a
monthly drop of 0.4 index points and year-on-yezelitie of 6.4%, and the value of diffusion
index suggest that at the end of 2009 the econoithyagord a negative year-on-year growth
rate.

Chart 6: CROLEI forecasting index
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3.2. International environment

The data published in the European Commission’sn&tic Forecasts in spring 2009

indicate real GDP growth of 0.9% in the Europeamdrand of 0.8% in the Eurozone during

2008. These figures indicate a significant slowdavempared to 2007, where the largest
impact on the weakening of economic activity cameenf the slowdown in investments and

private consumption. It is expected that in 2008 #&tonomies in the Eurozone and the
European Union will record a real drop in GDP ie #iimount of 4.0%, while the predicted

reduction in the economic activity for 2010 amount§.1%.

Inflation in 2008 reached 3.7% in the European draod 3.3% in the Eurozone, where the
negative impact came from the accelerated growtiefrices of energy products and food
in the first half of the year. During 2009, dueaalecline in the prices of raw materials and
weakening of the economic activity, a significaltwadown in inflation is expected to 0.9%
in the European Union and to 0.4% in the Eurozeviele the predicted inflation for 2010
will reach 1.3% in the European Union and 1.2%him Eurozone.
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Table 1: International environment — macroeconoimdicators

2 201
2007 2008 .009. .O 0
projection projection
Real GDP growth
World 5.1 3.1 -14 1.9
European Union 2.9 0.9 -4.0 -0.1
Italy 1.6 -1.0 -4.4 0.1
Germany 2.5 1.3 -5.4 0.3
Slovenia 6.8 35 -34 0.7
Eurozone 2.7 0.8 -4.0 -0.1
CPI, annual change
European Union 2.4 3.7 0.9 1.3
Eurozone 2.1 3.3 0.4 12
Qil price increase, in % 9.5 35.9 -46.3 20.0

Source: European Commission: Economic Forecasin§@009

Regarding the fact that the Republic of Croatiaiearout around 60% of its trade with the
EU Member States, the forecasts of economic tranttee European Union have a significant
impact on economic trends expectations in Croafiang with the trade, economic trends in
the European Union affect the Croatian economytgiism as almost 80% of foreign
tourists come from the EU Member States. In thatexd, forming projections of economic
trends in Croatia to a large extent depends orsit@tion in Germany, Italy and Slovenia,
since Croatia is in economic terms the most clokeked with these states.

The slowdown of real GDP growth in Germany to 1.8%22008 is mainly the result of
negative contribution of net exports, which wagha previous period the main promoter of
economic growth. Real decline in GDP envisage®f@9 amounts to 5.4%, resulting from
the negative contribution of both domestic anditpralemand, primarily due to a sharp drop
in investments and export of goods and servicesdavide economic growth of 0.3% is
expected in 2010, resulting from the positive cbtion of net exports and gradual recovery
of the world trade, while the contribution of dormiesilemand to GDP growth will remain
negative.

2008 saw a decline in Italian GDP amounting to 1.0%& main contribution to its drop came
from the negative contribution of domestic supptyeaning a decline in investments and
private consumption. Real decline in GDP expecte@009 is 4.4%, again resulting from
domestic demand, especially a sharp decline iraf@iinvestments. At the same time, due to
the sharp downturn in exports, it is expected B9 will see a negative contribution of net
exports. Projections for 2010 predict mild econogriewth of 0.1%, where all categories on
the expenditure side of GDP, except investment,rediord positive growth rates.

Economic growth in Slovenia amounted to 3.5% in&@hich is almost two times less than
in 2007. The main catalyst for economic developmeas domestic demand, particularly
investments, while the contribution of net expamas slightly negative. It is expected that
2009 will see a decline in the economic activity 8%, largely resulting from a sharp
decline in investments. A considerable decline Ww#l recorded both in the exports and
imports of goods and services, so net exports ionion will be mildly positive. The
expected real GDP growth for 2010 is 0.7%, mainlpported by domestic demand,
predominantly public spending.
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Chart 7: Overview of projections and achieved ecoitogrowth
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According to the latest the European Commissiorcenemic Forecasts from September
2009, economic situation in the European Uniorhmasng the signs of recovery, so it seems
there will be no prolonged recession. Consideratalte interventions managed to stabilise the
financial system and provide support to economitvig, while business and consumer
confidence indicators are recovering in almost sdttors and countries. The financial
conditions have improved significantly during summna@d some financial indicators even
returned to the levels before the crisis. Howetles, dynamics of recovery is still uncertain.
The full impact of the economic crisis on the laboarket and public finance is still to be
seen. Growing unemployment may negatively affechsamption, while the unused
capacities and scarce supply of loans could bending factor for investments, so the
possibility of potential significant retroactivefeét should not be disregarded. On the other
hand, the measures that are being implementedder ¢o restore the financial stability and
promote economic activities could prove to be nedfieient than is expected.

3.3. Macroeconomic projections for the period 2010 — 2L

Due to the spillover of the financial crisis to ti@roatian economy, real GDP decline
expected in 2009 is 5.0%. A mild recovery of ecormoactivity resulting in real GDP growth
of 0.5%is expected in 2010. At the end of the pmiipe period, gradual acceleration of
economic growth is expected, but at a slower phage in the period before 2008. Thus, the
real growth of 3.0% is predicted for 2011, andutsher increase to 3.5% in 2012. The result
of the above mentioned economic developments wikh ldlecrease in nominal GDP per capita
from around 10,700 EUR in 2008 to around 10,300 EWJR009, followed by an increase to
around 12,100 EUR in 2012. A decline in economitivag will lead to increased
unemployment and the survey unemployment rate wwidlease to 9.5% in 2009. It is
expected that 2010 will see further growth of unkExyment rate expected to reach 9.7%, and
in the following two years it will drop to finallgeach 8.3% in 2012. After strong inflationary
pressures for the greater part of 2008, in 2009 éixpected that the average annual inflation
rate will fall to 3.0%. Predictions by the end bétprojection period are that the inflation will
remain at the 2009 level.
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Table 2: Projections of key macroeconomic indicatof the Republic of Croatia
2009 2010 2011 2012

2007 2008 L . . .
projection projection projection projection
GDP, in HRK million 314.223 342.159 335.512 347.311 369.090 394.231
GDP per capita, in HRK 70.835 77.158 75.659 78.320 83.231 88.901
GDP per capita, in EUR 9.656 10.682 10.266 10.627 11.293 12.063
GDP, real growth (%) 5,5 2,4 -5,0 0,5 3,0 3,5
Real growth of individual GDP components:
Private consumption 6,2 0,8 -7,0 0,9 3,5 3,6
Public consumption 3,4 1,9 0,9 -2,2 -0,8 -0,1
Investments 6,5 8,2 -10,3 0,0 4,6 5,8
Export of goods and services 4,3 1,7 -12,0 0,6 3,6 4,5
Import of goods and services 6,5 3,6 -16,9 0,5 4.4 53
CPI, % of annual change 29 6,1 3,0 3,0 3,0 3,0
Survey unemployment rate, annual average 9,6 8,4 9,5 9,7 9,4 8,3
Current account balance, as % of GDP -7,6 -9,4 -6,0 -5,5 -5,4 -5,4
External debt, as % of GDP, end of period 76,9 83,2 90,4 90,2 90,1 89,9

Source: Ministry of Finance, Central Bureau of Statistics, Croatian National Bank

A 5.0% percent reduction of GDP in 2009 will be tesult of major reduction in most
components of domestic demand. This drop in then@oéc activity is primarily the
consequence of extremely adverse economic trendhdanworld directly affecting the
domestic economy, which is reflected in reduceceitpr demand for Croatian exports,
aggravation of the circumstances on the world fonelmmarkets, and spreading of pessimistic
views in terms of economic expectations. Accordimghe latest projections of the European
Commission, the most important Croatian trade pastrand tourism markets will record
significant drops in economic activity in 2009.2010, in line with the expected settling of
the situation in the international arena and reppwé the world economy, a slow recovery is
predicted for the Croatian economy and acceleratethomic growth in the next two years.
The factors that will have a marked influence oneterating the growth in the upcoming
period are further implementation of structuraloreis and the process of accession to the
European Union.

The projections for 2009 indicate a real declineprivate consumption in the amount of
7.0%, followed by a moderate recovery of 0.9% iA@0and accelerated growth of 3.6% in
2012. The real decline in private consumption i02Will mainly be influenced by a sharp
drop in consumer optimism that started in the seécbalf of 2008, which is mainly
demonstrated through postponing the purchase dfehigalue durable consumer goods.
Reduced consumption closely correlates to unfalmeraends in the capital market that have
effect on reducing the value of the citizens’ fioiah assets. A drop in private consumption
will also be strongly affected by the considerabkxline of the real amount of granted
consumer credits to households, while certain meganpact may be expected from higher
household credit instalments due to the growthabiva banking interest rates. A negative
impact of the main determinants of private consuomptreal salary volume, will in 2009 be
moderate, with employment having greater negatorgribution relative to real salaries. The
data from the labour market available so far ingica considerably slower adjustment of
wages to the crisis than physical indicators. lexpected that the average gross salary in
2009 will record only a mild real year-on-year dreyhile the real reduction in the average
salary, due to amended regulations, will be mognicant. The contribution to private
consumption resulting from repayment of debt tospamers will also be negative. As regards
the rest of the projection period, it is predictbdt 2010 will see a moderate recovery of
consumer optimism and a positive contribution & Wealth effect (effect of affluence) to an
increase in private consumption, and minor contidsuof real growth of consumer credits to
households. Positive contribution to private congtiom growth from the real net salaries
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may not be expected before 2011, when real growtpbrigate consumption will be more
notable.

Projections indicate that by the end of the mediamm period the growth of real gross
salaries will be lower than the growth of labouoghuctivity which, with the postponed and
slower employment recovery and reduced transfempays, means weaker dynamics of
disposable income of the citizens than it was soTflae contribution of repayments of debt to
pensioners to an increase of private consumptidrbeislightly negative in 2010 as well, but
it will be gradually phased out toward the endh& projection period.

It is estimated that government consumption in 20008see real growth of 0.9%. Afterwards
it is expected that government consumption willordca real decline in all years of the
observed period. In 2010 government consumptiohiwileal terms be reduced by 2.2%, in
2011 by 0.8%, and in 2012 by 0.2%. In the circumsta of lower domestic and foreign
demand in 2009, the expected real drop in invedisngil amount to 10.3%, influenced by a
sharp decline in business optimism and reducedadoifdty of capital, as well as high costs of
financing in the country and abroad. A downturrdemand for real estate and slowdown in
the growth of housing loans will affect a drop mveéstments in the construction activity.
Also, a reduction in aggregate investments in 20@%udes a significant real decline in
investments of the general government. As for tleeiom-term time framework, investment
activity in the private sector should represent iamportant catalyst for economic
development. However, its momentum could be post@aiue to uncertainties related to the
development and duration of this crisis and theeetgr dynamics in terms of availability of
capital and the terms of financing. Towards the ehdhe projection period it is again
expected that the inflow of foreign capital intoo@tia will accelerate, but it will not be
abundant as in the previous years, so the finanairige business sector will depend on the
funds allocation mechanism in the domestic findneigstem. In accordance with the
foregoing, it is predicted that in 2010 real inveshts will stagnate, in 2011 the growth rate is
expected to reach 4.6%, while accelerated growt20t2 is expected to reach 5.8%.
Moreover, in 2009 it is expected that the shargeskrves in GDP will be considerably
reduced and a negative contribution to its realmfnoamounting to 2.3 percentage points.
Towards the end of the projection period, the inogas will gradually start to increase with
the most notable growth in 2011.

Chart 8: Contribution to real GDP growth in the Rdgic of Croatia
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With regard to net export, in 2009 it is expectedhave a significant positive contribution to
GDP growth. As the result of a sharp decline in dstic demand, real reduction in the import
of goods and services is predicted to reach 160@foaccount of the previously mentioned
decline in investments, it is expected that the arhpof capital product will record a
significant drop as considerable part of investmguertains to equipment that is mainly
imported. In addition, the contraction of privatsmsumption will have an impact on a decline
in imports due to the expected change in its strecimeaning relative decline in the share of
durable goods relative to non-durable mass consamgbods. Finally, in accordance with
the weakening of economic activity, it is expectibdt the demand for the import of
intermediary products and energy will also fall.king into consideration the envisaged
contraction of economic activity of the main Craatiexport partners, a significant decrease
in the export of goods is predicted. In terms & #xport of services, physical indicators
published so far in tourism suggest satisfactosylte of the tourist season. A decrease in the
export of goods and services in 2009 is estimated® £%, meaning less than in the case of
imports. In terms of the remaining projection pdri@assuming that circumstances in the
economy will pick up in the country and abroadisitexpected that the contribution of net
exports to economic growth in 2010 will be neuteadd it will again become negative in the
following years finally stabilising at -0,8 percage points. In other words, towards the end
of the projection period, somewhat more notableslgcation of import relative to the export
of goods and services is expected. Due to a sogmifidecrease of the negative balance of
goods and services, 2009 will see a sharp dediirtleel balance-of-payments current account
deficit estimated at 6.0% of GDP that will mainky tovered by reducing foreign assets in the
financial sector and foreign direct investment (FRIntil the end of the projection period, the
balance-of-payments current account deficit asgreage of GDP will fall to 5.4%. Having
regard to somewhat more difficult foreign financiaugd the described economic trends, it is
expected that 2009 will see a significant slowdawnhe growth of foreign debt that will,
expressed as a share in GDP, amount to 90.4% anthef 2009, and decline to 89.9% at the
end of the projection period.

It is estimated that the average year-on-year dgr@iCPI will slow down from 6.1% in 2008
to 3.0% in 2009. Very favourable effect of the bpseiod will have a significant impact on
the slowing down of year-on-year inflation. It igpected that 2009 will see reduction of
imported inflationary pressures, mainly due to yaatyear price reduction of the basic raw
materials in the world market. However, even thotighEuropean Commission’s projections
from spring 2009 expect the barrel of crude oitltop at 46.3% the price of oil and prices of
other raw materials in 2009 so far show signs obvery, so that year-on-year reduction in
the prices of primary raw materials could be lowean expected. The main national factor
that will have effect on slowing down of inflation 2009 is a significant reduction in real
demand. In terms of supply, it is expected thatdtieng growth of unit labour cost from
2008 will additionally accelerate in 2009 as thsuteof a significant drop in average labour
productivity and previously mentioned lower fledityi of nominal gross salaries that have
the opposite effect on inflation. Inflation in 2008l increase also due to the rise in the prices
of tobacco products, gas and services in healtbh&hge rate of kuna to euro, as the nominal
anchor of inflationary expectations, will remaimlge in 2009, thus no inflationary pressures
are expected from this source. In the upcomingethyears of the projection period it is
expected that inflation will stand at the level aound 3.0%. This projection, with the
necessary assumptions about the trends in thesprfce raw materials in the world market
and other global and domestic macroeconomic traadseainly based on the expectation that
the economy will reach its potential growth gradiyahus avoiding inflationary pressures.

The projected slowdown in economic activity in 208%ollowed by reduced employment
and rising unemployment, so the projected survegmpioyment rate for 2009 is 9.5%.
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Seeing that in the medium-term period, the expectsmbvery of employment will be
postponed and slower, all physical indicators mldbour market will continue to deteriorate
in 2010, but not as intensively as this year, wilileir more substantial recovery will not
occur until 2012. Predictions for 2010 envisagehieir growth of survey unemployment rate
to reach 9.7%. In the following two years of thejpction period, the unemployment rate will
record a decline, first to 9.4% in 2011, then ©28.in 2012. A considerably faster GDP drop
than employment decrease will result in a conshlileraeduction in average labour
productivity in 2009, but in the following yearsopiuctivity will pick up again and its most
significant growth is expected in 2011. It shoulsoabe mentioned that the increase in unit
labour cost, after reaching extremely high value2009, should significantly slow down in
the next two years, although it could again re@rdoderate increase in 2012.

Chart 9: Projections of trends on the labour markethe Republic of Croatia
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3.4. Risks of realisation of projections

Realisation of the described macroeconomic praastiis facing considerable risks, both
external and internal. First and foremost, it igyveifficult to predict the duration and

intensity of recovery of the world economy. Takimgo consideration that antirecession
incentives were discontinued and their effectshim ipcoming period will subside, form of
the world economy recovery path is uncertain. Besidhe impact strength of all these
postponed effects of the crisis on numerous sectbtise economy is dubious, primarily on
the financial system and the labour market.

Croatia is no exception to the uncertain outconfeth® economic crisis. Even though the
banking sector has so far borne the consequencie afrisis well and continues to show a
satisfactory level of stability, the full impact tife crisis on the quality of assets and the level
of bank capitalisation will be felt with a slighteldy, in late 2009 and early 2010, and the
intensity of the retroactive effect on the real remmic sector cannot be estimated with
certainty. Also, in the case of bigger or longesrdptions in the labour market than those
expected, there is a risk of disrupting the pr@dctrends in private consumption, and
consequently of economic growth too. The expectadraction of the balance of payments
deficit will contribute to improving Croatia’s restance to external shocks, but in the
medium-term the Croatian economy will continue ® dusceptible to the changes in the
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perception of risks by international investors tbatild render the financing of the balance of
payments deficit more difficult.

As for the inflation projection risk, the greateste is a quicker than expected increase in the
prices of raw materials in the world market. Moregvthe projected inflation could be
disrupted by different dynamics of the aggregateated or growth of salaries than expected.
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4. MEDIUM-TERM FISCAL POLICY

4.1. Fiscal policy in 2008 and 2009

Macroeconomic conditions changed considerably énsiicond half of 2008 compared to the
beginning of the year. The most important macroenaa indicators suggested a reduction in
economic activity resulting in modest revenue. Duéhe savings realised on the expenditure
side of the budget these trends did not have atimegempact on the planned budgetary
deficit. Thus, in accordance with the trend in flrevious years, the general government
deficit in 2008 was further reduced to the leved&% of GDP.

Positive effects of the reduction of the overalhgal government deficit have made an
impact on the level of public debt by reducing ttemand for financing. In late 2008, the
total public debt reached the level of HRK 99.3idnl or 29.1% of GDP, where the share of
internal debt amounted to 69.6%, and external detiirded the share of 30.4% in the total
public debt.

As regards the tax system, the adoption of theoRatddentification Number Act should be
underlined, which entered into force on 1 Janu&§92 The implementation and application
of the Personal Identification Number (OIB) willgmnote higher efficiency of the state
institutions and cut back on administrative buragrcitizens, linking and automatic data
exchange among all official records, faster andeeaxercise of citizens’ rights, and it will

ensure the preconditions for a fair system of daaaurity contributions. Moreover, OIB is

the most efficient measure for systematic combaireg corruption.

The amendment to the Income Tax Act entered intoefan July 2008 whereby the non-

taxable base personal deduction was increased Hai 1,600 to 1,800. At the same time,

the Act on the Financing of Units of Local and Regil Self-Government was also amended
as the amended Income Tax Act reduced the overatime collected from taxes. It was

therefore necessary to enforce additional distidioubf the income tax to the local units in

order to enable them to execute their functionge drmer distribution of income tax has

been changed so that the share of income tax ¥ansg@and municipalities increased by 3
percentage points and for counties by 0.5 percerpgamts.

In late 2007, the Government of the Republic of dlieo adopted the State Treasury
Development and Modernisation Strategy for the quer2007 — 2011. The goal of the
Strategy is to improve and enhance the public ieananagement system at several levels:

1. At the state level, the aim is to provide the olldiscal discipline that is the basis for
macroeconomic stability. This task, among othanghj requires the preparation of the
multiyear budget framework to achieve sustaingbdit the existing programmes and
public debt policy.

2. At the level of sectors (the level of ministriegfforts are made to provide for an
effective allocation of funds among the sectorsamngg the allocation of resources
that is in line with the strategic priorities oktlstate. The “top to bottom” approach to
budget planning and the development of multiyealget framework are the basis for
institutional solutions and the tools for the sg#mening of strategic allocation of
resources.

3. At the programming/managing level efforts are mabarmonise budget allocations
and implementation efficiency which calls for balarnbetween flexibility in budget
execution and budget constraints. Implementatiomswmes for this aim should be
directed to the strengthening of fiscal control,pimving the allocation of funds
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between sectors, and ensuring greater flexibility éfficient management and
development of the performance accountability syste

The Strategy defines the measures for achievingetigeals, with special focus being placed
on the implementation of the multiyear budget framek, strategic planning process,
redefining of programmes, programme monitoring aedaluation procedures, and
performance indicators.

These reform steps in public finances managemesd abquired amendments to the
legislative framework. The new Budget Act was pdssethe middle of 2008 and entered
into force on 1 January 2009. The Act introduced:

» Strategic planning and the obligation to draw up three-year strategy of the
Government programmes so that the strategic pasraénd Government policy goals
could have a direct impact on the allocation ofd®iithin the budget;

e Multiyear budget framework, as the Croatian Pardamwill now apart from the
budget for one fiscal year pass projections forfthlewing two years;

» Higher flexibility of execution of the budget besauthe state budget will be passed in
less detail, thus rendering the budget easierricegu

* The possibility to transfer the activities and patg that are financed under the EU
pre-accession assistance programmes, and camjat{sin the case where they have
not been executed by the end of the current yeanet following budget year;

* Including approval which the units of local andiog@l self-government issue to the
institutions and legal persons in their ownershighdther newly established or
operating at a loss) in the scope of possible o of the local unit, and the
obligation to obtain approval of the minister ohdnce before issuing guarantees
security to the institutions and legal persons alhg the local units, thus ensuring
prior control over the issue of guarantees.

In the context of the use of European Union furitdshould be noted that in 2008 intensive
efforts were made to strengthen administrative ciéipa. The benchmarks set by the
European Commission were fulfilled resulting in tlifing of suspension on signing the
contract under the PHARE 2006 programme. Out ofuhds allocated under PHARE 2006,
84.8% or EUR 44.8 million were contracted and Wwélimplemented through 119 contracts.

The above positive trends were a strong basisdoing the spillover effects of the global
financial crisis on the Croatian economy in theosekchalf of 2008.

In 2009, the Government took a number of measurasdaat combating the effect of the
crisis and maintaining the stability and solvendytlte public finances. To this end, the
antirecession measures package was adopted in dfeb2009. The revised budget was
adopted in April 2009 as part of the antirecessmasures, whereby, in line with the new
macroeconomic conditions, the overall state budgetnue was reduced by HRK 8 billion
compared to the original budget plan. Moreover, dlierall state budget expenditure was
reduced by HRK 5.4 billion in the revision andditin the budget framework which had an
impact on the solvency of the overall system. tiidti be noted that within the framework of
this budget revision the base salary in state amdigservices was reduced to the level from
December 2008, while the base salary for stateiaf§i was reduced by 10%.

With a view to creating additional space to the/gte sector for the financing on the domestic
financial market, in May 2009 the state succesgfidsued a Eurobond worth EUR 750
million, at the price of 99.675% of the face valugh the fixed annual interest rate of 6.5%.
The bond falls due on 5 January 2015.
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With regard to further aggravation of macroeconogoaditions, in July 2009 two budget
revisions were adopted to ensure stability andamadility of the budget. In the revision
adopted in the middle of July the projected statdget revenue was lower compared to the
previous plan by HRK 6.8 billion. HRK 2.2 billionese redistributed within the budget so
that additional savings amounting to HRK 780 miiliwere achieved on the expenditure side.
It has to be noted that, as part of this budgetsi@v, the salaries of state officials were
reduced by further 5% by reducing the salary basepared to the base from April 2009.
What is more, the pensions paid under the Act enRlghts and Duties of Members of the
Croatian Parliament were reduced by 10%. In additithe measures granting free
transportation for high school students and fregbteoks for all pupils were revoked, except
for the pupils coming from low-income families.

Together with the budget revision adopted at thé @nJuly 2009, a number of acts were
adopted having direct impacts on the revenue apdraditure sides of the budget. The Act on
Amendments to Value-Added Tax Act was adopted asirg) the general VAT rate from
22% to 23%. The Act on Special Tax on SalariessPes and Other Income was introduced
and it will be implemented until 31 December 20K aaspecial tax imposed on salaries,
pensions and other income exceeding HRK 3,000 (¢hHiRK 6,000 (4%). Adoption of the
Act on Amendments to the Act on Excise Duty on Pager Cars, Other Motor Vehicles,
Vessels and Aircraft implemented equal criteriatfor taxation of vessels and aircraft with
passenger cars and motorcycles, and it reinforeeation according to the economic power.
The Act on the Fee for Mobile Electronic Communimas Network Services implemented
the charge for providing mobile electronic commatimns network services in the amount of
6% of the base or the income earned from the sss\pecovided. Moreover, the Employment
Protection Act provides the possibility to emplay/éo realise subsides aimed at preserving
jobs in the circumstances of the economic and @izmrisis and its impact on employment,
while the Act on Amendments to the Act on Employimbtediation and Unemployment
Rights tied unemployment benefit with the amounthef minimum wage in order to preserve
fiscally sustainable existential and socially acabfe standard. The Act on Contributions in
Culture reduced the contribution base for freelamtists whose contributions are paid from
the state budget. Following the adoption of thess and projections of their fiscal effects,
this budget revision increased the overall statégbtirevenue by HRK 1.4 billion compared
to the previous plan, while expenditure was redumethe net amount of HRK 260.5 million.

In 2008 and 2009 the foregoing measures contribiatéke stability of public finances in the
circumstances of economic crisis and created #méirgg point for further implementation of
the fiscal policy in the upcoming three-year penmith a view to ensuring solvency of the
system and creating the preconditions for econeedovery.

4.2. The Republic of Croatia and international environment

In order to get an overview of the fiscal statughef Republic of Croatia, an analysis of the
Croatian fiscal policy in the context of its enviraent, meaning EU Member States, has to be
carried out. Accordingly, a comparison of key fiscategories of the Republic of Croatia
with each of the new EU Member States, includirggdkierage of the old EU Member States
and all 27 EU members, is presented below. It shbel noted that all data are expressed
according to the European ESA 95 methodology onstiagistics of public finances for
comparison purposes.

With its budget deficit in 2008, Croatia ranked anmgdhe states with a lower level of the
general government deficit than the EU 27 average.
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Chart 10: Total deficit/surplus of the budget of fRepublic of Croatia and EU countries in
2007 and 2008
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The analysis of the revenue side of the consolilgieneral government budget in 2008
shows that in Croatia the share of revenue in G&@unts for 39.4%. In comparison to the
new European Union Member States, Croatia rankih sigainst the share of revenues in
GDP.

Chart 11: Expenditure of consolidated general goweent of the Republic of Croatia and EU
Member States in 2007 and 2008
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On the other hand, with respect to the share oémresgs in GDP in the amount of 40.8%, in
2008 Croatia ranked slightly below the EU 27 averakhe highest level of public spending
was recorded by Hungary, Malta and Cyprus, whigelthwest share in GDP expenditure was
recorded by Slovakia, Latvia and Bulgaria.
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Chart 12: Expenditure of consolidated general goweent of the Republic of Croatia and EU
Member States in 2007 and 2008
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The conclusion to be drawn from the given comparieb the key fiscal variables in the
Republic of Croatia to those in the EU Member Stagehat Croatia is following fiscal trends
in the region. However, in the circumstances ofneoaic crisis and financial restrictions,
fiscal policy is facing new challenges, and thermmgoal is to achieve the stability of public
finances in unstable macroeconomic conditions.

4.3. Revenue trends for the period 2010 — 2012

4.3.1. Determinants of the budgetary central governmenveaue for the period 2010 —
2012

Total revenues

In accordance with the current trends and macragoanprojections for the period 2010 —
2012, the projections for the overall budgetarytigdrgovernment revenue amount to HRK
113.1 billion for 2010. This is HRK 1.8 billion at.7% more compared to the revenue
planned for 2009.

The total revenue expected for 2011 amounts to HRE.5 billion, which is year-on-year
growth of 2.2%, while the total revenue projectidos 2012 amount to HRK 121.2 billion,
accounting for year-on-year growth of 5.0%.

The foregoing growth of revenue in the projecticeripd results from the assumption of
economic recovery and legislative measures adaptédly 2009 that have a direct impact on
the revenue side of the budget.

The total budget revenue includes revenue fronséte of nonfinancial assets.
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Table 3: Trends in the state budget revenue foptre@d2008 — 2012

2009 09/08 2010 10/09 2011 11/10 2012 12/11
(000 HRK) 2008 plan Index projection Index projection Index projection Index
Total revenue (6+7) 116,076,074 111,210,059| 95.8 113,052,042| 101.7 115,514,719| 102.2 121,242,089| 105.0
6 Revenue 115,772,655 110,871,511 95.8 112,803,142| 101.7 115,255,019| 102.2 120,971,189| 105.0
Tax revenues 66,344,968 60,346,779 91.0 62,611,070| 103.8 62,890,349| 100.4 65,738,222| 104.5
Income tax 1,687,502 1,555,815 92.2 1,579,163 101.5 1,654,094 104.7 1,751,734 105.9
Profit tax 10,564,703 9,550,173| 90.4 8,657,487| 90.7 8,788,114 101.5 9,047,846 103.0
Property tax 635,930 596,426 93.8 619,204| 103.8 660,051 106.6 706,904 107.1
Tax on goods and services 51,555,968 46,104,732 89.4 47,848,971| 103.8 50,090,311| 104.7 52,618,045( 105.0
Value-Added Tax 41,308,036 36,818,812| 89.1 38,482,873] 104.5 40,463,731| 105.1 42,709,124| 105.5
Sales tax 166,531 142,219| 85.4 145,628 102.4 149,119 102.4 152,693 102.4
Excise duties 8,948,922 7,978,069 89.2 8,030,324 100.7 8,187,484 102.0 8,374,683 102.3
Taxes and fees from games of chance and entertainment 588,612 634,218 107.7 638,439| 100.7 701,875 109.9 751,696 107.1
Other taxes on goods and services 543,868 531,413| 97.7 551,708| 103.8 588,102 106.6 629,848 107.1
Taxes on international trade and transactions 1,900,865 1,784,632 93.9 1,786,246] 100.1 1,697,779 95.0 1,613,694 95.0
Other revenues from taxes 0 755,000 2,120,000| 280.8 0 0
Contributions 40,703,484 40,771,078 100.2 41,387,040 101.5 43,351,319 104.7 45,904,497| 105.9
Grants 542,580 1,043,058 192.2 1,090,929 104.6 1,049,987 96.2 1,086,736 103.5
Property income 4,672,074 5,099,504 109.1 3,778,673| 74.1 3,890,129 102.9 4,025,460| 103.5
Income from financial assets 880,491 1,604,262| 182.2 237,843| 14.8 249,575| 104.9 263,032| 105.4
Income from nonfinancial assets 3,791,583 3,495,243| 92.2 3,540,829 101.3 3,640,554 102.8 3,762,428| 103.3
Revenues from administrative fees and under
special regulations 2,939,615 3,032,829| 103.2 3,354,626 110.6 3,477,260 103.7 3,599,834 103.5
Other revenues 569,934 578,262 101.5 580,803| 100.4 595,974| 102.6 616,439| 103.4
7 Revenue from sale of nonfinancial assets 303,419 338,549 111.6 248,900 735 259,700 104.3 270,900 104.3
Revenue from sale of nonproduced assets 41,683 50,945 122.2 20,000f 39.3 21,400 107.0 22,000| 102.8
Revenue from sale of produced assets 254,352 284,910 112.0 228,900 80.3 238,300 104.1 248,900 104.4
Revenue from sale of produced short-term assets 7,385 2,694] 36.5 0 0 0

Source: Ministry of Finance

Revenues from taxes

Revenues from taxes comprise the major part ofmexeThe projections for the 2010 — 2012
budgetary central government revenues were priyndoihsed on the projections of
macroeconomic variables and expected economicgrdéalling into account the impacts of
certain acts and VAT, special tax on salaries amasjons, and excise duty on cars, other
motor vehicles, vessels and aircraft. Accordingiy projections of revenues from taxes for
2010 amount to HRK 62.6 billion with year-on-yeaogth of 3.8%.

The projections of revenues for 2011 and 2012 asedb on the same assumptions. Thus,
revenues from taxes amount to HRK 62.9 billion@12 and to HRK 65.7 billion in 2012.

Income tax

The projections for income tax revenue for 2010 amt® to HRK 1.6 billion, which is an
increase of 1.5% compared to 2009. This revenydaisned in line with the expectations
regarding the gross salary and employment trends.

In 2011 it is expected to increase at the rate @4 and in 2012 at the rate of 5.9%.

Profit tax

Revenue from the profit tax for the period 20103412 was planned on the basis of the
growth of the overall economic activity. The prdjens for 2010 amount to HRK 8.7 billion
recording a year-on-year drop of 9.3%. As profk ta paid on the basis of operations of
companies in the preceding year, the projectionseeénue from this source for 2010 are
based on the expected economic activities anddrenthe operation of companies in 2009.

Since it is expected that 2010 will see a mild weryg of economic activity, the planned
revenue from profit tax in 2011 amounts to HRK Bilion (year-on-year growth of 1.5%),
and HRK 9.0 billion in 2012 (growth amounting t®%).
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Taxes on property

Revenue from property taxes for the period 20100322have been planned based on the
expected trends in the overall economic activiékirtg into account the expected trends on
the real estate market. Based on this, it is pldrthat in 2010 they will increase by 3.8%
reaching HRK 619.2 million. In 2011 this revenueeigpected to amount to HRK 660.1
million (growth of 6.6%), while the projections f@012 predict the amount of HRK 706.9
million (7.1% more compared to the previous year).

Value-added tax

Projections of revenue from value-added tax (VA®) 2010 are based on the expected
growth of nominal private consumption, taking imicount the expected impacts of increase
of the general VAT rate from 22% to 23%. Thus, 01@ the planned revenue from VAT
amounts to HRK 38.5 billion, which represents ary@ayear growth of 4.5%.

Revenue from VAT in 2011 is expected to reach HRK54illion (year-on-year growth of
5.1%), and in 2012 HRK 42.7 billion (an increasé &i%).

Excise duties

The revenue from excise duties for the period 202012 is planned in accordance with the
expected growth of the economy, taking into consitien the impacts of amendments to the
Act on Excise Duty on Passenger Cars, Other Motehidles, Vessels and Aircraft.
Accordingly, projections of revenue from exciseidsitfor 2010 amount to HRK 8.0 billion,
which represents an increase of 0.7% comparecetprétvious year.

In 2011 it is predicted that revenue from excisgeduwill generate HRK 8.2 billion, or 2.0%
more than in 2010, while the projected revenue fextise duties for 2012 amounts to HRK
8.4 billion, or 2.3% more than in 2011.

Table 4: Trends in revenue from excise dutiesenpigriod2008 — 2012

2009 09/08 2010 10/09 2011 11/10 2012 12/11
(000 HRK) 2008 plan index projection index projection index projection index
Excise duties 8,948,922 7,978,069 89.2 8,030,324| 100.7 8,187,484 102.0 8,374,683 102.3
Special tax on passenger cars, other motor vehicle,
vessels and aircraft 1,452,827 964,181| 66.4 969,457| 100.5 998,942 103.0 1,034,155| 103.5
Special tax on petroleum derivatives 3,138,936 3,112,378| 99.2 3,079,409| 98.9 3,096,079 100.5 3,127,814 101.0
Special tax on alcohol 218,786 157,568| 72.0 158,430] 100.5 163,248| 103.0 169,003| 103.5
Special tax on beer 717,401 687,789 95.9 691,553| 100.5 712,585| 103.0 737,704| 103.5
Special tax on non-alcoholic beverages 139,160 131,365| 94.4 132,084| 100.5 136,101| 103.0 140,899| 103.5
Special tax on tobacco products 3,084,293 2,737,342 88.8 2,803,301| 102.4 2,870,850| 102.4 2,940,026| 102.4
Special tax on coffee 166,979 155,686| 93.2 161,631| 103.8 172,294| 106.6 184,524 107.1
Special tax on luxury products 30,540 31,761 104.0 34,458| 108.5 37,385/ 108.5 40,559| 108.5

Source: Ministry of Finance

Taxes on international trade

Revenue from taxes on international trade for 28léxpected to reach the level achieved in
2009, while in 2011 and 2012 it is expected to hethe level HRK 1.7 billion and HRK 1.6
billion respectively.
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Other taxes

It is expected that HRK 2.1 billion will be collect on the basis of imposing special tax on
salaries, pensions and other income during 2010.

Contributions

The projections of revenue from contributions foe period 2010 — 2012 are based on the
expected trends in gross salaries and number oénif@oyed. The expected revenue from
contributions in 2010 amounts to HRK 41.4 billievhich is an increase of 1.5% compared to
2009. The projections for 2011 amount to HRK 43lkon (growth of 4.7%), and for 2012 to
HRK 45.9 billion (growth of 5.9%).

Grants

The projections of revenue from grants are maimlyelal on the expected resources from pre-
accession funds for the projects proposed under ptleeaccession programmes of the
European Union, which have been made accessiliteet®epublic of Croatia following the
adoption of the pre-accession strategy. It shoelahdited that the Guidelines do not include
the resources from the structural and cohesionsfuvidch will be at Croatia’s disposal after
accession to the EU as this negotiation processmder way and the total amount of these
funds is not known.

Property income

The revenue from property income consists of reednmum financial and nonfinancial assets.
The revenue from financial assets comprises thenmiecfrom interest, dividends, and profit

generated by the companies and banks in state siwpeand other revenue from financial

assets. All categories of revenue from financiaets except for interest have a one-off
character. Revenue from financial assets for 2@1planned in the amount of HRK 237.8
million, for 2011 in the amount of HRK 249.6 milfipand for 2012 in the amount of HRK

263.0 million.

The most important item in the revenue from nonfoial assets is the revenue from road
charges. The projections of this revenue are pldnneaccordance with the growth of the
economy, taking into account the trends in the iptess years. Thus, in 2010 and 2011 the
revenue from road charges is expected to reach BiRKillion, and in 2012 HRK 2.8 billion.
Along with road charges, the group of revenues froonfinancial assets consists of
concession revenue, lease and rental of assetspthadrevenues from nonfinancial assets.
The projections are based on the trends of theategeconomic activity in the forthcoming
period. Thus, in 2010 the predicted revenue fromfinancial assets amounts to HRK 3.5
billion, in 2011 to HRK 3.6 billion, and in 2012 ERK 3.8 billion.

Revenue from administrative fees and revenues atédd under special regulations

Projections of revenue from administrative fees aegtenue collected under special
regulations for 2010 amount to HRK 3.4 billion, 2011 to HRK 3.5 billion, and for 2012
they amount to HRK 3.6 billion. These categoriesr@ienue are based on the expected
economic activity, taking into account the impaaft$he Act on the Fee for Mobile Electronic
Communications Network Services.
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Other revenues

Other budgetary central government revenues coosistvenue from proprietary activity,
revenue from fines, and revenue from donationsjeBtions of own revenues of budgetary
users and donation revenues are in accordance tiwithexpectations of budget users
concerning the collecting of these revenues. Ptiojg of revenue from fines are based on
the trends in the previous periods.

In accordance with the above, other revenues fa0 Zimount to HRK 580.8 million, for
2011 to HRK 596.0 million, and for 2012 to HRK 64.@énillion

Revenue from the sale of nonfinancial assets

Revenue from the sale of nonfinancial assets cobmsisevenues from the sale of land,
buildings, plants and equipment, transportationiclel and revenues from the sale of
reserves. In accordance with the expectations degarthe sale of these objects, the
projections for 2010 amount to HRK 248.9 milliooy £011 to HRK 259.7 million, and for

2012 to HRK 270.9 million.

4.3.2. Determinants of revenue of extra-budgetary users tloe period 2010 — 2012

Projections of revenues of extra-budgetary usearshio period 2010 — 2012 are based on the
projections of trends in macroeconomic indicatonsl dhe expectations of certain users
regarding the trends in the revenues they colldat. overall revenue of extra-budgetary users
in the projected period is relatively stable atakerage level of 1.6%.

The most significant revenue of extra-budgetaryraise grants within general government
projected at the level of 0.6% of GDP. The mostangnt item paid from the position of
grants is road charges included in the price of el collected by the Croatian Roads. The
following important revenue of extra-budgetary gsex revenue from water management
with the share of 0.5% of GDP, and environmentatgmtion charges with the share of 0.3%
of GDP.

Table 5: Key items of revenue of extra-budgetagyrsis

2010 2011 2012
% of GDP 2008 2009 plan  projection projection projection
Total revenue 1.9 1.6 1.6 1.6 15
grants within general government 0.6 0.5 0.6 0.6 0.6
other grants 0.0 0.0 0.0 0.0 0.0
revenue from water management 0.5 0.5 0.5 0.5 0.4
environmental protection fee 0.4 0.3 0.3 0.3 0.3
revenue from the sale of nonfinancial assets 0.1 0.0 0.0 0.0 0.0
other 0.3 0.2 0.2 0.2 0.2

Source: Ministry of finance

4.3.3. Determinants of revenue of local and regional sgibvernment units for the period
2010 - 2012

Projections of revenue of the local and regionHtgavernment units were based on the same
assumptions as the budgetary central governmeenuey i.e. based on the projections of
macroeconomic indicators. By the end of 2012 thewsthe average share of 4.7% of GDP.
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The most important revenue of local units is caédddrom the income tax. The projections of
its growth are in accordance with the growth ofsgrsalaries and employment. In the
projected period they will account for the averabare of 2.6% of GDP

The second most significant revenue of local uisitsollected from the sale of goods and
services at the level of 0.8% of GDP. Significagvenue is also collected from grants
amounting to 0.5% of GDP, while revenue from assétgecord approximately 0.3 of GDP.

Table 6: Key items of revenue of local and regia®i-government units

2010 2011 2012
% of GDP 2008 2009 plan  projection projection projection
Total revenue 5.2 4.8 4.8 4.7 4.7
income tax 2.7 2.7 2.6 2.6 2.6
property tax 0.2 0.2 0.1 0.1 0.1
grants within general government 0.6 0.6 0.5 0.5 0.5
property income 0.3 0.3 0.3 0.3 0.3
revenue from the sale goods and services 1.0 0.8 0.8 0.8 0.8
revenue from the sale of nonfinancial assets 0.3 0.1 0.2 0.2 0.2
other 0.1 0.1 0.1 0.1 0.1

Note: includes 53 largest units (32 towns, 20 cmsndnd the City of Zagreb

Source: Ministry of Finance

4.4. Medium-term expenditure trends for the period 2010- 2012

4.4.1. Determinants of budgetary central government expéuace for the period 2010 —
2012

As of 2004, a significant feature of fiscal poliap Croatia has been successful
implementation of fiscal consolidation. This diieat of the fiscal policy, together with the

implementation of structural reforms in public fit@s and development of the budgetary
process set the foundations for the stability obligufinances. Every year the deficit was

lower, and in 2005 the state achieved a primarplsar This means that it covered public
spending solely from the collected revenue, whderdwing was related to repayment of past
debts.

After the world crisis occurred, which also hadiampact on Croatia, the need for further

adjustment arose in order to ensure the sustaityabil public finances. To this end, three

budget revisions were adopted in 2009, togethdn adlditional measures aimed at reducing
and control of both the expenditure and revenuessid the budget.

In the follow-up to the measures undertaken in 200th a view to further sustainability of
the system of public finances, and with the proomtf economic recovery, trends in the
budget expenditure will be based on the goals angrammes contained in the Strategy of
the Government Programmes for the period 2010 -2.20orrespondingly, budget
expenditure in the upcoming three-year period aned at ensuring:

* macroeconomic and economic stability;

* optimum environment for the development of a coitipeteconomy;
» strengthening of the state of law and the ruleaof, |

e promotion of knowledge, excellence, and culture;

» strengthening of social justice;

e positioning of the Republic of Croatia as one oé tleading European tourist
destinations;
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* more competitive agricultural, foodstuffs and fisae sector;

» further strengthening of the international statiithe Republic of Croatia;
« improvement of the police and armed forces aseri8zservices;

* health care, protection and improvement of health;

* environmental protection and spatial development.

Total expenditure

The total budgetary central government expenditare2010 is projected in the amount of
HRK 120.4 billion comprising, out of which expenamounts to HRK 118.5 billion and
expense for the acquisition of nonfinancial assatsounts to HRK 1.9 billion. When
compared to 2009, the total expenditure is rediigeHRK 151.7 million, whereby its share
in GDP has been reduced from 35.9% in 2009 to 34n72010.

The envisaged annual growth of the budgetary degtraernment expenditure in 2011 is
2.2% and 2.4% in 2012. At the same time, of itgeshia GDP will drop by 1.3 percentage
points, meaning from 33.3% in 2011 to 32.0% in 2012

Table 7: Trends in state budget expenditure forpireod 2008 — 2012

2009 2010 2011 2012
(000 HRK) 2008 plan projection projection projection
% of % of % ot % ot % ot
000 HRK GDP 000 HRK GDP 000 HRK GDP 000 HRK GDP 000 HRK GDP

TOTAL EXPENDITURE (3+4) 118,583,975 34.7 120,537,131 35.9 120,385,427 34.7 123,080,181 333 126,049,368 32.0

3 Expense 115,292,426 337 118,041,084 35.2 118,519,720 34.1 121,119,467 32.8 124,106,577 315
31 Compensation of employees 21,594,259 6.3 22,164,759 6.6 22,382,770 6.4 22,857,612 6.2 23,678,277 6.0
32 Material expense 8,528,949 25 8,516,429 25 8,244,339 24 8,450,961 2.3 8,585,982 2.2
34 Financial expense 5,347,997 1.6 5,251,802 1.6 6,260,323 1.8 6,491,325 1.8 6,698,622 17
35 Subsidies 6,859,512 20 6,985,483 21 6,159,701 1.8 6,368,714 1.7 6,454,673 16
36 Grants 5,716,534 17 5,332,940 16 5,033,148 1.4 5,276,840 1.4 5,317,160 13
37 Compensations to citizens and households
based on insurance and other compensations 60,135,609 176 63,786,513 19.0 64,531,863 18.6 65,600,586 17.8 67,132,448 17.0
38 Other expense 7,109,566 21 6,003,157 18 5,907,576 1.7 6,073,429 16 6,239,416 16

4 Expense for the acquisition of nonfinancial

assets 3,291,549 1.0 2,496,048 0.7 1,865,707 0.5 1,960,714 0.5 1,942,791 0.5

Source: Ministry of Finance

Compensations to citizens and households basedsariance and other compensations

In the structure of the total budgetary centralegament expenditure for the period 2010 —
2012, compensations to citizens and households cdnelr compensations represent the
biggest item accounting for on average 53.4%. Trhainly pertain to pension expenses and
healthcare expenses. In addition, they are defimgdhe trends in expenses for child
allowances, maternity benefits, unemployment bé&nefid permanent rights of war veterans.
Overall, compensations to citizens and householtisedluce their share in GDP from 18.6%
in 2010 to 17.0% in 2012.

Pensions

The projections for pension expenditures in 201@wmh to HRK 34.7 billion, representing
an increase of HRK 600 million or 1.8%. Changesh@ number of pensioners were taken
into account, as well as the funds required to thaypension bonus to equalise the status of
the so called “old” and “new” pensioners. It is gicted that there will be no indexation of
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pensions in 2010, which means they will not be steéjd to the growth of gross salaries and
consumer prices, which is stipulated by the ActSpecial Tax on Salaries, Pensions and
Other Income. In the next two years pensions witwg at the rate of 2.6% and 3.8%
respectively.

Healthcare

Healthcare expenditure in 2010 is predicted to athée HRK 24.3 billion, which is HRK
79.8 or 0.3% less than planned for 2009. This weslbble further implementation of the
reform of the healthcare system, and provide tleessary funds to help the most vulnerable
groups of society. In 2011 healthcare expendituiteamount to HRK 24.4 billion, and in
2012 HRK 24.7 billion.

Compensation of employees

Compensation of employees, which includes salates other compensation of employees
and other contributions on salaries, will amountHBK 22.4 billion in 2010, HRK 22.9
billion in 2011, and HRK 23.7 billion in 2012. Theojections for 2010 predict their annual
growth of 1%, which implies wage bill increase ob%, as well as salary growth in the
education and science sector which will amount.g%®on the basis of the Agreement on
Salary Bonuses in Education and Science. The piojecof growth of compensations of
employees in 2011 amount to 2.1%, and 3.6% in 20h2se trends will have an impact on
the reduction of their share in GDP from 6.4% u@616.0% u 2012.

Material expense

Material expense includes the reimbursement ofsctasemployees, expense on regular and
investment maintenance services, office equipnmagrgy, military equipment, services etc.
Further savings in these expenses are plannedfdr & the amount of HRK 272.1 million,
so that the nominal material expense will total HRR billion. In 2011 these expenses will
amount to HRK 8.5 billion, and in 2012 HRK 8.6 lal. In this way their share in GDP will
be reduced by 0.2 percentage points, meaning frdéd th 2010 to 2.2% in 2012.

Financial expense

Financial expense consists of interest on issuegrigies, interest on received loans and other
financial expense. Thus, projections of financigapenditure are based on future payment
obligations falling due. Consequently, they will@mt to HRK 6.3 billion in 2010, HRK 6.5
billion in 2011, and HRK 6.7 billion in 2012. By éhend of 2012, financial expense will
reduce its share in GDP to the level of 1.7%

Subsidies

In 2010 subsidises will amount to HRK 6.2 billiamhich is HRK 825.8 million less than in

2009. The largest portion of subsides are earmdidealgriculture and Croatian Railways. In
2011 and 2012 expenses for subsidies will startieatevel of HRK 6.4 billion, whereby in

the medium-term period their share in GDP will beuced from 1.8% in 2010 to 1.6% of
GDP in 2012.
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Grants abroad and within general government

Expense for grants allocated abroad and within gém@vernment in 2010 is planned in the
amount of HRK 5.0 billion, which is HRK 299.8 mdk less compared to the previous year.
Within their structure, 99.1% relate to grants witlgeneral government allocated to local
units and other levels of state authorities, whhe remaining 0.9% pertains to grants
allocated to foreign governments and internatiarghnisations. In the next two years the
total grants will stand at the level of HRK 5.3libih. This trend will have an impact on
reducing their share in GDP to the level of 1.39201.2.

Other expense

Other expense, including current and capital donati fines, penalties and forfeits,

extraordinary expenses and capital grants, willamhto HRK 5.9 billion in 2010 , increasing

to HRK 6.1 billion in 2011, and HRK 6.2 billion @012. At the same time, its share in GDP
will range from the level of 1.7% in 2010 to thedéof 1.6% in 2012. The major part of this
expense will be directed to other current and ehpivestments in culture, regional

development, transportation infrastructure, sciearamtourism.

Expense for the acquisition of nonfinancial assets

Expense for the acquisition of nonfinancial assetthe medium-term period will stand on
average at the level of HRK 1.9 billion, or 0.5%@DP. It will mainly be determined by the
activities related to capital investments in sceerand education, healthcare, judiciary,
environmental protection etc.
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Table 8: Distribution of total expenditure of thate budget in 2009 and 2010

2009 2010 Share In total Ditference
(000 HRK) plan projection expenditure 2010 - 2009
TOTAL EXPENDITURE (3+4) 120,537,131 120,385,427 100.0 -151,704
Expense (3) 118,041,084 118,519,720 98.5 478,636
Compensation of employees 22,164,759 22,382,770 18.6 218,011
Material expense 8,516,429 8,244,339 6.8 -272,090
Financial expense 5,251,802 6,260,323 5.2 1,008,521
Subsidies 6,985,483 6,159,701 5.1 -825,783
of which:
subsidies for agriculture 3,558,832 3,126,501 2.6 -432,331
subsidies for Croatian Railways (HZ) 1,631,900 1,463,002 1.2 -168,898
Grants 5,332,940 5,033,148 4.2 -299,792
of which:
grants to units of local and regional self-government
(JLP(R)S) from the position of the Ministry of Finance 2,010,009 2,096,000 1.7 85,991
charge in the price of fuel collected by the Croatian
Roads 1,343,247 1,350,597 1.1 7,350
Compensations to citizens and households 63,786,513 64,531,863 53.6 745,350
of which:
pensions 34,098,458 34,698,458 28.8 600,000
healthcare 23,321,807 23,219,994 19.3 -101,813
of which:
HZZO (Croatian Institute for Pension Insurance) 21,021,145 20,970,958 17.4 -50,187
social welfare 2,300,662 2,249,036 1.9 -51,626
maternity benefits 2,018,000 2,140,000 1.8 122,000
unemployment benefits 1,081,381 1,181,381 1.0 100,000
child allowance 1,805,000 1,850,000 1.5 45,000
care for war veterans 908,668 931,600 0.8 22,932
Other expense 6,003,157 5,907,576 4.9 -95,581
of which:
HZ, modernisation 877,824 907,653 0.8 29,829
charge in the price of fuel collected by the Croatian
Motorways 1,343,247 1,350,597 11 7,350
Expense for the acquisition of nonfinancial assets (4) 2,496,048 1,865,707 1.5 -630,340

Note: Includes all sources of funding from the grafi accounts 3 and 4 of economic classification

Source: Ministry of Finance

4.4.2. Expenditure of the budgetary central government dhyisions

Table 9 shows an estimate of the ceiling of tharfmal plan for the period 2010 — 2012
broken down by the budgetary central governmensidins. This estimate includes:

. 3 - expense, and
. 4 - expense for the acquisition of nonfinanciak#ss

The above groups of expense are financed from tmsees of finance: general revenue and
receipts, contributions (only for the Ministry ofeklth and Social Welfare and for the

Ministry of the Economy, Labour and Entrepreneypyhand from special purpose income

from borrowings.

Sources of finance undégeneral revenue and receiptstomprise the following elements:
revenues from taxes (for the most part), revenuesm ffinancial assets, revenues from
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administrative fees, state administration revent®msnues from fines, income from financial
assets and borrowings and other.

The purpose of use of revenues which are classifieter the source of financing “general
revenue and receipts” is determined within the letiitgelf.

Expenditure planned in the financial plan of a ketdgser from the source of financing under
“general revenue and receipts” is settled up to dmeount of the planned expenses
irrespective of the revenue collected.

Table 9 does not include an estimate of expenseegpéense for the acquisition of financial
assets to be financed from other sources, suchvas:revenues, special purpose revenues,
grants and donations. The spending rule for theseces of finance depends on the nature of
the source of finance.

For the purpose of developing fiscally and sociallgtainable budgets in the upcoming three-
year period that will reflect further fiscal adjostnt on the expenditure side, in the process of
drawing up their proposals for financial plans thiaistries, central state offices and agencies
must comply with the specified limitation per dieis of the state budget for the sources of
finance that affect the amount of the general gowent budget deficit.
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Table 9: Total expenditure limits by divisions bé tbudgetary central government for the
following sources of financing: general revenue amdeipts, contributions and special
purpose income from borrowing for the period 2012042

2010 1009 2011 1110 2012 12M1
(000 HRK) 2009 plan projection index projection index projection index
TOTAL 113,923,375 113,763,591 99.9 116,303,071 102.2 119,045,122 1024
10 CROATIAN PARLIAMENT 151,952 256,951 169.1 340,537 132.5 163,162 479
15 PRESIDENT OF THE REPUBLIC OF CROATIA 49,150 46,838 95.3 44,166 94.3 45,062 102.0
17 CONSTITUTIONAL COURT OF THE REPUBLIC OF CROATIA 42,114 57,613 136.8 50,126 87.0 34,399 68.6
18 AGENCY FOR THE PROTECTION OF MARKET COMPETITION 13,650 13,270 97.2 13,365 100.7 13,680 102.4
20 GOVERNMENT OF THE REPUBLIC OF CROATIA 181,158 173,276 95.6 174,827 100.9 176,431 100.9
21 CENTRAL STATE OFFICE FOR ADMINISTRATION 249,359 0 0 0
2 CENTRAL STATE OFFICE FOR E-CROATIA 24,411 21,895 89.7 22,042 100.7 22,770 103.3
CENTRAL STATE OFFICE FOR DEVELOPMENT STRATEGY AND
2 COORDINATION OF EU FUNDS 12,066 13,764 114.4 13,892 100.9 12,531 90.2
CENTRAL STATE OFFICE FOR STATE PROPERTY
24 MANAGEMENT 27,761 41,435 149.3 33,797 816 36,335 1075
25 MINISTRY OF FINANCE 10,478,651 11,641,370 114 11,964,900 102.8 12,290,682 102.7
27 RC - SECURITY AND INTELLIGENCE AGENCY 335,968 335,100 99.7 370,000 110.4 383,000 103.5
30 MINISTRY OF DEFENCE 5,007,732 4,749,600 94.8 4,730,500 99.6 4,869,000 102.9
40 MINISTRY OF THE INTERIOR 4,361,958 4,295,942 985 4,317,950 100.5 4,364,600 101.1
MINISTRY OF THE FAMILY, VETERANS' AFFAIRS AND
4% INTERGENERATIONAL SOLIDARITY 3,944,710 4,073,940 103.3 4,078,920 100.1 4,073,882 99.9
MINISTRY OF FOREIGN AFFAIRS AND EUROPEAN
48 INTEGRATION 578,463 599,150 103.6 597,430 99.7 610,862 102.2
MINISTRY OF THE ECONOMY, LABOUR AND
50 ENTREPRENEURSHIP 37,229,342 37,735,750 1014 38,649,420 102.4 39,044,100 103.3
55 MINISTRY OF CULTURE 872,003 848,020 972 863,330 101.8 881,187 102.1
MINISTRY OF AGRICULTURE, FISHERIES AND RURAL
60 DEVELOPMENT 4,192,656 3,665,380 87.4 3,734,085 101.9 3,629,236 972
MINISTRY OF REGIONAL DEVELOPMENT, FORESTRY AND
62 WATER MANAGEMENT 1,430,392 1,286,115 89.9 1,342,262 104.4 1,377,053 102.6
65 MINISTRY OF THE SEA, TRANSPORT AND INFRASTRUCTURE 3,822,881 3,455,881 90.4 3,717,665 107.6 4,056,122 109.1
MINISTRY OF ENVIRONMENTAL PROTECTION, PHYSICAL
75 PLANNING AND CONSTRUCTION 366,329 337,735 922 380,364 112.6 415,102 109.1
80 MINISTRY OF SCIENCE, EDUCATION AND SPORTS 11,566,735 11,222,191 97.0 11,603,231 1034 12,004,651 1035
%0 MINISTRY OF TOURISM 235,175 226,242 96.2 234,442 103.6 240,693 102.7
95 MINISTRY OF ADMINISTRATION 201,830 456,040 226.0 465,235 102.0 478,344 102.8
100 MINISTRY OF HEALTH AND SOCIAL WELFARE 24,737,728 24,447,999 98.8 24,626,361 100.7 24,845,205 100.9
106 CROATIAN ACADEMY OF SCIENCE AND ARTS 62,384 60,292 96.6 61,467 101.9 63,170 102.8
110 MINISTRY OF JUSTICE 2,536,588 2,520,172 99.4 2,657,001 105.4 2,755,399 103.7
115 DEVELOPMENT AND EMPLOYMENT FUND 47,386 48,106 101.5 47,223 98.2 46,842 99.2
116 REGIONAL DEVELOPMENT FUND 97,052 96,060 99.0 97,757 101.8 105,066 107.5
120 OMBUDSMAN'S OFFICE 7,203 7,180 99.7 7,330 102.1 7,566 103.2
121 OMBUDSMAN FOR CHILDREN 5,714 5710 99.9 5,883 103.0 5,997 101.9
122 OMBUDSMAN FOR GENDER EQUALITY 2,854 2,755 96.5 2,812 102.0 2,898 103.1
123 OMBUDSMAN FOR PEOPLE WITH DISABILITIES 2,925 3,026 1035 3,064 101.2 3,113 1016
140 METEOROLOGICAL AND HYDROLOGICAL SERVICE 92,983 92,698 99.7 94,013 101.4 95,186 101.2
150 STATE OFFICE FOR METROLOGY 25,615 24,852 97.0 25,277 101.7 26,016 102.9
151 CROATIAN STANDARDS INSTITUTE 12,298 12,361 100.5 12,579 101.8 12,921 102.7
152 CROATIAN ACCREDITATION AGENCY 6,672 6,445 96.6 6,607 102.5 6,915 104.7
156 STATE INTELLECTUAL PROPERTY OFFICE 20,073 19,449 96.9 19,677 101.2 20,146 1024
160 CENTRAL BUREAU OF STATISTICS 76,782 82,203 107.1 82,926 100.9 84,420 1018
175 CROATIAN HYDROGRAPHIC INSTITUTE 11,222 11,051 98.5 11,233 101.6 11,555 102.9
180 STATE GEODETIC DIRECTORATE 241,731 234,215 96.9 238,437 101.8 245,595 103.0
185 STATE AUDIT OFFICE 54,568 53,896 98.8 54,678 101.5 56,334 103.0
STATE COMMISSION FOR THE SUPERVISION OF PUBLIC
196 PROCUREMENT PROCEDURES 6,321 6,606 1045 6,741 102.0 7,019 104.1
220 CROATIAN MINE ACTION CENTRE 270,740 250,275 924 268,754 107.4 282,691 105.2
225 STATE INSPECTOR'S OFFICE 152,502 151,155 99.1 156,011 103.2 160,988 103.2
230 COMMISSION ON RELATIONS WITH RELIGIOUS COMMUNITIES 676 651 96.2 661 101.7 683 103.2
CROATIAN INFORMATION AND DOCUMENTATION REFERRAL
235 AGENCY 5,999 5,527 92.1 5,700 103.1 5,904 103.6
240 OFFICE OF THE NATIONAL SECURITY COUNCIL 17,803 19,007 106.8 19,454 1024 20,153 103.6
OPERATIONAL AND TECHNICAL CENTRE FOR THE
241 SUPERVISION OF TELECOMMUNICATIONS 17,330 15,470 89.3 16,170 104.5 17,024 105.3
242 INSTITUTE FOR INFORMATION SYSTEMS SECURITY 11,177 11,130 99.6 11,332 101.8 11,719 1034
250 PERSONAL DATA PROTECTION AGENCY 6,964 6,909 99.2 6,938 100.4 7,242 104.4
255 CROATIAN INSTITUTE FOR RADIATION PROTECTION 7,036 6,558 932 6,104 93.1 5,884 96.4
260 STATE INSTITUTE FOR NUCLEAR SAFETY 8,604 8,337 96.9 8,395 100.7 8,586 102.3

Source: Ministry of Finance
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Table 10: Limits on compensation of employees lwsidns of the budgetary central
government for the following sources of financingeneral revenue and receipts,
contributions and special purpose income from baing for the period 2010 — 2012

2070 10709 2077 TIM0 2012 1211
(000 HRK) 2009 plan projection index projection index projection index
TOTAL 22,073,730 22,284,557 101.0 22,757,276 102.1 23,574,049 1036
10 CROATIAN PARLIAMENT 106,466 103,388 97.1 105,432 102.0 115,080 1092
15 PRESIDENT OF THE REPUBLIC OF CROATIA 28,824 30,448 105.6 21,555 905 28,050 101.8
17 CONSTITUTIONAL COURT OF THE REPUBLIC OF CROATIA 24,130 23,210 96.2 23,673 102.0 24,496 1035
18 AGENCY FOR THE PROTECTION OF MARKET COMPETITION 9,251 9,005 973 9,190 102.1 9,515 1035
20 GOVERNMENT OF THE REPUBLIC OF CROATIA 61,404 59,701 97.2 60,849 101.9 62,951 1035
21 CENTRAL STATE OFFICE FOR ADMINISTRATION 193,338 0 0 0
2 CENTRAL STATE OFFICE FOR E-CROATIA 3,011 2,721 903 2,811 103.3 2,992 106.4
CENTRAL STATE OFFICE FOR DEVELOPMENT STRATEGY AND
23 COORDINATION OF EU FUNDS 6,280 6,072 9.7 6,195 102.0 6,377 102.9
CENTRAL STATE OFFICE FOR STATE PROPERTY
24 MANAGEMENT 5,899 6,090 103.2 6,207 101.9 6,425 1035
2 MINISTRY OF FINANCE 985,349 996,000 101.1 1,018,000 1022 1,057,950 1039
27 RC - SECURITY AND INTELLIGENCE AGENCY 230,886 228,000 988 232,380 101.9 239,842 103.2
30 MINISTRY OF DEFENCE 2,993,237 2,854,300 954 2,854,000 100.0 2,917,000 102.2
40 MINISTRY OF THE INTERIOR 3,120,895 3,148,442 1009 3,210,000 102.0 3,332,500 103.8
MINISTRY OF THE FAMILY, VETERANS' AFFAIRS AND
4% INTERGENERATIONAL SOLIDARITY 40,870 39,940 97.7 40,720 102.0 42,132 1035
MINISTRY OF FOREIGN AFFAIRS AND EUROPEAN
48 INTEGRATION 338,077 346,200 1024 353,000 102.0 365,112 1034
MINISTRY OF THE ECONOMY, LABOUR AND
50 ENTREPRENEURSHIP 563,346 554,700 985 565,500 101.9 584,800 1034
55 MINISTRY OF CULTURE 277,403 276,100 995 281,508 102.0 291,262 1035
MINISTRY OF AGRICULTURE, FISHERIES AND RURAL
60 DEVELOPMENT 155,055 171,000 103 174,300 101.9 180,300 1034
MINISTRY OF REGIONAL DEVELOPMENT, FORESTRY AND
62 WATER MANAGEMENT 67,330 68,330 1015 69,660 101.9 72,050 1034
65 MINISTRY OF THE SEA, TRANSPORT AND INFRASTRUCTURE 92,588 91,580 989 93,400 102.0 96,600 1034
MINISTRY OF ENVIRONMENTAL PROTECTION, PHYSICAL
75 PLANNING AND CONSTRUCTION 100,495 101,030 1005 103,018 102.0 106,567 103.4
80 MINISTRY OF SCIENCE, EDUCATION AND SPORTS 9,136,209 9,424,530 103.2 9,702,000 102.9 10,082,800 103.9
90 MINISTRY OF TOURISM 10,668 11,560 1084 11,820 102.2 12,320 104.2
9% MINISTRY OF ADMINISTRATION 143,726 346,320 241.0 352,930 101.9 364,700 103.3
100 MINISTRY OF HEALTH AND SOCIAL WELFARE 1,036,694 1,041,792 1005 1,061,860 101.9 1,007,681 1034
106 CROATIAN ACADEMY OF SCIENCE AND ARTS 46,613 47,838 102.6 48,733 101.9 50,306 1032
10 MINISTRY OF JUSTICE 1,799,438 1,791,712 99.6 1,827,134 102.0 1,891,149 1035
115 DEVELOPMENT AND EMPLOYMENT FUND 2,412 2,573 106.7 2,623 102.0 2,714 1035
116 REGIONAL DEVELOPMENT FUND 1,579 2,083 1319 2,124 102.0 2,197 103.4
120 OMBUDSMAN'S OFFICE 6,215 6,244 1005 6,368 102.0 6,595 1036
121 OMBUDSMAN FOR CHILDREN 3,578 3,495 97.7 3,565 102.0 3,689 1035
122 OMBUDSMAN FOR GENDER EQUALITY 1,810 1,718 949 1,171 103.1 1,843 104.0
123 OMBUDSMAN FOR PEOPLE WITH DISABILITIES 1,991 2,047 102.8 2,087 102.0 2,160 1035
140 METEOROLOGICAL AND HYDROLOGICAL SERVICE 43,268 46,163 106.7 47,060 101.9 48,662 1034
150 STATE OFFICE FOR METROLOGY 11,945 12,582 105.3 12,826 101.9 13,263 1034
151 CROATIAN STANDARDS INSTITUTE 7,108 7,064 994 7,203 102.0 7,451 1034
152 CROATIAN ACCREDITATION AGENCY 3,286 3,504 106.6 3,575 102.0 3,698 103.4
156 STATE INTELLECTUAL PROPERTY OFFICE 13,776 13,684 993 13,955 102.0 14,435 1034
160 CENTRAL BUREAU OF STATISTICS 42,367 44,688 105.5 45,570 102.0 47,133 103.4
175 CROATIAN HYDROGRAPHIC INSTITUTE 9,205 9,091 98.8 9,273 102.0 9,595 103.5
180 STATE GEODETIC DIRECTORATE 111,925 114,163 102.0 116,362 101.9 120,288 1034
185 STATE AUDIT OFFICE 44,987 43,926 97.6 44,868 102.1 46,405 103.4
STATE COMMISSION FOR THE SUPERVISION OF PUBLIC
196 PROCUREMENT PROCEDURES 5,042 5,115 1015 5,219 102.0 5,399 1035
220 CROATIAN MINE ACTION CENTRE 30,058 29,944 996 30,523 101.9 31,584 103.5
225 STATE INSPECTOR'S OFFICE 115,448 114,755 994 17,916 102.8 121,962 1034
230 COMMISSION ON RELATIONS WITH RELIGIOUS COMMUNITIES 438 428 979 436 1019 451 1034
CROATIAN INFORMATION AND DOCUMENTATION REFERRAL
235  AGENCY 4,233 4,143 979 4,246 1025 4415 104.0
240 OFFICE OF THE NATIONAL SECURITY COUNCIL 13,269 14,193 107.0 14,437 101.7 14,944 1035
OPERATIONAL AND TECHNICAL CENTRE FOR THE
241 SUPERVISION OF TELECOMMUNICATIONS 7,785 7,930 1019 8,087 102.0 8,369 1035
242 INSTITUTE FOR INFORMATION SYSTEMS SECURITY 5,458 6,334 116.1 6,459 102.0 6,680 103.4
250 PERSONAL DATA PROTECTION AGENCY 4,131 3,977 9.3 4,049 101.8 4,191 1035
255 CROATIAN INSTITUTE FOR RADIATION PROTECTION 2,052 1,958 95.4 1,996 102.0 2,075 103.9
260 STATE INSTITUTE FOR NUCLEAR SAFETY 2,792 2,744 983 2,798 102.0 2,894 103.4

Source: Ministry of Finance
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Table 11: Limits of material expense by divisiohthe budgetary central government for the
following sources of financing: general revenue amdeipts, contributions and special
purpose income from borrowing for the period 2012042

2070 10709 2077 TIM0 2012 1211
(000 HRK) 2009 plan projection index projection index projection index
TOTAL 7,645,699 7,436,834 97.3 7,595,699 102.1 7,702,436 1014
10 CROATIAN PARLIAMENT 41,691 61,700 148.0 102,200 165.6 44,000 431
15 PRESIDENT OF THE REPUBLIC OF CROATIA 17,745 14,780 833 14,990 1014 15,300 1024
17 CONSTITUTIONAL COURT OF THE REPUBLIC OF CROATIA 7,219 7,600 105.3 7,800 102.6 8,100 1038
18 AGENCY FOR THE PROTECTION OF MARKET COMPETITION 4,092 4,000 978 3,901 975 3,960 1015
20 GOVERNMENT OF THE REPUBLIC OF CROATIA 54,144 50,200 927 51,500 102.6 51,300 996
21 CENTRAL STATE OFFICE FOR ADMINISTRATION 54,274 0 0 0
2 CENTRAL STATE OFFICE FOR E-CROATIA 20,820 18,630 895 18,700 1004 19,250 1029
CENTRAL STATE OFFICE FOR DEVELOPMENT STRATEGY AND
23 COORDINATION OF EU FUNDS 5,261 7,500 1425 7,550 100.7 6,100 8038
CENTRAL STATE OFFICE FOR STATE PROPERTY
24 MANAGEMENT 19,902 19,900 100.0 19,700 99.0 20,000 1015
2 MINISTRY OF FINANCE 840,791 820,000 975 822,900 100.4 830,000 1009
27 RC - SECURITY AND INTELLIGENCE AGENCY 71,188 81,830 149 110,100 1345 121,069 1100
30 MINISTRY OF DEFENCE 1,787,535 1,800,000 100.7 1,820,000 1014 1,900,000 1044
40 MINISTRY OF THE INTERIOR 922,656 922,000 999 922,000 100.0 937,000 1016
MINISTRY OF THE FAMILY, VETERANS' AFFAIRS AND
4% INTERGENERATIONAL SOLIDARITY 59,177 57,000 9.3 57,600 101.1 57,800 1003
MINISTRY OF FOREIGN AFFAIRS AND EUROPEAN
48 INTEGRATION 210,195 227,300 108.1 218,300 96.0 219,400 1005
MINISTRY OF THE ECONOMY, LABOUR AND
50 ENTREPRENEURSHIP 307,680 304,800 99.1 305,000 100.1 305,500 100.2
55 MINISTRY OF CULTURE 109,375 108,300 99.0 109,400 101.0 110,000 1005
MINISTRY OF AGRICULTURE, FISHERIES AND RURAL
60 DEVELOPMENT 315,620 286,000 906 289,000 101.0 292,000 101.0
MINISTRY OF REGIONAL DEVELOPMENT, FORESTRY AND
62 WATER MANAGEMENT 94,246 85,345 906 86,200 101.0 88,300 1024
65 MINISTRY OF THE SEA, TRANSPORT AND INFRASTRUCTURE 99,947 85,900 859 86,800 101.0 88,950 1025
MINISTRY OF ENVIRONMENTAL PROTECTION, PHYSICAL
75 PLANNING AND CONSTRUCTION 83,904 79,505 94.8 81,236 1022 83,215 1024
80 MINISTRY OF SCIENCE, EDUCATION AND SPORTS 810,964 775,600 95.6 791,501 1021 796,351 100.6
90 MINISTRY OF TOURISM 10,891 10,560 97.0 10,700 101.3 10,950 102.3
9% MINISTRY OF ADMINISTRATION 55,891 105,530 188.8 108,260 102.6 109,300 101.0
100 MINISTRY OF HEALTH AND SOCIAL WELFARE 462,530 353,530 764 364,600 103.1 371,450 101.9
106 CROATIAN ACADEMY OF SCIENCE AND ARTS 10,430 8,500 815 8,530 1004 8,580 1006
10 MINISTRY OF JUSTICE 643,336 643,000 999 660,000 102.6 670,000 1015
115 DEVELOPMENT AND EMPLOYMENT FUND 2,384 3,160 109.6 3,215 101.7 3,216 100.0
116 REGIONAL DEVELOPMENT FUND 2,080 1,580 759 1,630 103.2 1,660 1018
120 OMBUDSMAN'S OFFICE 897 890 993 912 1024 919 100.7
121 OMBUDSMAN FOR CHILDREN 2,040 2,060 101.0 2,160 104.9 2,195 1016
122 OMBUDSMAN FOR GENDER EQUALITY 942 936 993 944 100.9 953 100.9
123 OMBUDSMAN FOR PEOPLE WITH DISABILITIES 723 758 104.8 785 1036 781 99.4
140 METEOROLOGICAL AND HYDROLOGICAL SERVICE 43,009 41,100 95.4 41,500 101.0 41,850 1008
150 STATE OFFICE FOR METROLOGY 10,560 10,101 957 10,220 101.2 10,340 101.2
151 CROATIAN STANDARDS INSTITUTE 4,015 4,360 108.6 4,390 100.7 4,421 100.7
152 CROATIAN ACCREDITATION AGENCY 3,031 2,780 917 2,390 104.0 3,060 1059
156 STATE INTELLECTUAL PROPERTY OFFICE 5,523 4930 893 4,986 101.1 4,990 100.1
160 CENTRAL BUREAU OF STATISTICS 29,850 34,850 116.8 30,520 876 30,650 1004
175 CROATIAN HYDROGRAPHIC INSTITUTE 1,567 1,560 99.6 1,580 101.3 1,610 101.9
180 STATE GEODETIC DIRECTORATE 111,509 104,850 940 107,320 1024 109,450 102.0
185 STATE AUDIT OFFICE 8,713 8,630 99.0 8,723 101.1 8,798 1009
STATE COMMISSION FOR THE SUPERVISION OF PUBLIC
196 PROCUREMENT PROCEDURES 1,219 1,420 116.5 1,480 104.2 1,560 1054
220 CROATIAN MINE ACTION CENTRE 237,830 217,800 916 235,600 108.2 248,400 1054
225 STATE INSPECTOR'S OFFICE 34,646 34,100 984 35,600 1044 36,281 101.9
230 COMMISSION ON RELATIONS WITH RELIGIOUS COMMUNITIES 227 215 946 220 102.2 223 101.2
CROATIAN INFORMATION AND DOCUMENTATION REFERRAL
235  AGENCY 1,400 1,230 87.9 1,270 1032 1,303 1025
240 OFFICE OF THE NATIONAL SECURITY COUNCIL 3,310 3,420 1033 3,560 104.1 3,700 1039
OPERATIONAL AND TECHNICAL CENTRE FOR THE
241 SUPERVISION OF TELECOMMUNICATIONS 5,896 5,101 865 5,231 102.5 5,371 102.7
242 INSTITUTE FOR INFORMATION SYSTEMS SECURITY 3,331 3,300 99.1 3,500 106.1 3,589 1025
250 PERSONAL DATA PROTECTION AGENCY 1,940 2,234 115.2 2,290 102.5 2,350 1026
255 CROATIAN INSTITUTE FOR RADIATION PROTECTION 2,232 2,138 95.8 2,245 105.0 2,303 1026
260 STATE INSTITUTE FOR NUCLEAR SAFETY 4730 4,320 913 4,460 1032 4,589 1029

Source: Ministry of Finance

40



Table 12: Limits of financial expense by divisiofshe budgetary central government for the
following sources of financing: general revenue amdeipts, contributions and special
purpose income from borrowing for the period 2012042

2010 10/09 2011 11110 2012 12111
(000 HRK) 2009 plan projection index projection index projection index
TOTAL 5,244,509 6,253,036 119.2 6,484,033 103.7 6,691,329 103.2
10 CROATIAN PARLIAMENT 66 33 50.3 50 151.5 40 80.0
15 PRESIDENT OF THE REPUBLIC OF CROATIA 921 850 92.3 800 94.1 820 102.5
17 CONSTITUTIONAL COURT OF THE REPUBLIC OF CROATIA 5 3 60.0 3 103.3 3 103.2
18 AGENCY FOR THE PROTECTION OF MARKET COMPETITION 5 5 90.0 5 101.1 5 105.5
20 GOVERNMENT OF THE REPUBLIC OF CROATIA 215 175 815 178 101.7 180 1011
21 CENTRAL STATE OFFICE FOR ADMINISTRATION 90 0 0 0
22 CENTRAL STATE OFFICE FOR E-CROATIA 14 9 64.3 10 1111 10 102.0
CENTRAL STATE OFFICE FOR DEVELOPMENT STRATEGY AND
2 COORDINATION OF EU FUNDS 4 2 50.0 2 100.0 2 105.0
CENTRAL STATE OFFICE FOR STATE PROPERTY
24 MANAGEMENT 1,420 2,800 197.2 2,850 101.8 2,860 100.4
25 MINISTRY OF FINANCE 4,894,805 5,915,000 120.8 6,140,000 103.8 6,350,000 1034
27 RC - SECURITY AND INTELLIGENCE AGENCY 285 290 101.8 300 103.4 310 103.3
30 MINISTRY OF DEFENCE 48,519 48,000 98.9 45,000 938 40,000 88.9
40 MINISTRY OF THE INTERIOR 14,160 14,000 98.9 14,500 103.6 14,200 97.9
MINISTRY OF THE FAMILY, VETERANS' AFFAIRS AND
46 INTERGENERATIONAL SOLIDARITY 1,250 1,200 96.0 1,200 100.0 1,250 104.2
MINISTRY OF FOREIGN AFFAIRS AND EUROPEAN
48 INTEGRATION 4,845 4,200 86.7 4,230 100.7 4,500 106.4
MINISTRY OF THE ECONOMY, LABOUR AND
50 ENTREPRENEURSHIP 94,121 140,000 148.7 142,000 101.4 141,400 99.6
55 MINISTRY OF CULTURE 401 420 104.8 422 100.5 425 100.7
MINISTRY OF AGRICULTURE, FISHERIES AND RURAL
60 DEVELOPMENT 2,527 2,300 91.0 2,400 104.3 2,450 102.1
MINISTRY OF REGIONAL DEVELOPMENT, FORESTRY AND
62 WATER MANAGEMENT 154 100 64.9 102 102.0 103 101.0
65 MINISTRY OF THE SEA, TRANSPORT AND INFRASTRUCTURE 423 250 59.1 255 102.0 260 102.0
MINISTRY OF ENVIRONMENTAL PROTECTION, PHYSICAL
75 PLANNING AND CONSTRUCTION 442 400 90.5 410 102.5 420 102.4
80 MINISTRY OF SCIENCE, EDUCATION AND SPORTS 84,267 90,000 106.8 95,000 105.6 97,000 102.1
90 MINISTRY OF TOURISM 20 21 105.0 22 104.8 23 102.3
95 MINISTRY OF ADMINISTRATION 166 260 156.6 265 101.9 270 1019
100 MINISTRY OF HEALTH AND SOCIAL WELFARE 79,285 17,300 218 18,600 107.5 19,400 104.3
106 CROATIAN ACADEMY OF SCIENCE AND ARTS 27 4 14.8 4 101.3 4 101.2
110 MINISTRY OF JUSTICE 8,512 8,300 975 8,245 99.3 8,180 99.2
115 DEVELOPMENT AND EMPLOYMENT FUND 6,554 6,250 954 6,300 100.8 6,320 100.3
116 REGIONAL DEVELOPMENT FUND 350 355 101.4 357 100.6 360 100.9
120 OMBUDSMAN'S OFFICE 3 3 103.3 3 103.2 3 1028
121 OMBUDSMAN FOR CHILDREN 4 4 100.6 4 100.6 4 102.5
122 OMBUDSMAN FOR GENDER EQUALITY 1 1 50.0 1 110.0 1 105.5
123 OMBUDSMAN FOR PEOPLE WITH DISABILITIES 2 1 50.0 1 105.0 1 102.9
140 METEOROLOGICAL AND HYDROLOGICAL SERVICE 346 255 738 258 101.2 262 101.6
150 STATE OFFICE FOR METROLOGY 17 10 55.9 10 103.2 10 103.1
151 CROATIAN STANDARDS INSTITUTE 22 21 95.5 22 104.8 23 103.6
152 CROATIAN ACCREDITATION AGENCY 22 21 96.8 21 101.0 2 100.2
156 STATE INTELLECTUAL PROPERTY OFFICE 16 15 93.8 16 103.3 16 103.2
160 CENTRAL BUREAU OF STATISTICS 60 35 58.3 36 102.9 37 102.2
175 CROATIAN HYDROGRAPHIC INSTITUTE 0 0 0 0
180 STATE GEODETIC DIRECTORATE 35 42 120.0 44 104.3 46 104.1
185 STATE AUDIT OFFICE 0 0 0 0
STATE COMMISSION FOR THE SUPERVISION OF PUBLIC
196 PROCUREMENT PROCEDURES 2 3 1275 3 100.0 3 107.7
220 CROATIAN MINE ACTION CENTRE 20 10 50.0 1" 105.0 1 102.9
225 STATE INSPECTOR'S OFFICE 64 60 9338 64 106.7 65 101.6
230 COMMISSION ON RELATIONS WITH RELIGIOUS COMMUNITIES 1 0 X 0 X 0 X
CROATIAN INFORMATION AND DOCUMENTATION REFERRAL
235 AGENCY 3 4 107.7 4 108.6 4 106.3
240 OFFICE OF THE NATIONAL SECURITY COUNCIL 13 5 385 5 104.0 5 101.0
OPERATIONAL AND TECHNICAL CENTRE FOR THE
241 SUPERVISION OF TELECOMMUNICATIONS 6 4 67.0 4 1015 4 106.9
242 INSTITUTE FOR INFORMATION SYSTEMS SECURITY 8 8 100.0 8 101.3 8 101.1
250 PERSONAL DATA PROTECTION AGENCY 4 1 286 1 102.5 1 102.4
255 CROATIAN INSTITUTE FOR RADIATION PROTECTION 2 2 105.0 2 101.4 2 104.7
260 STATE INSTITUTE FOR NUCLEAR SAFETY 10 7 70.0 7 101.3 7 100.6

Source: Ministry of Finance
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Table 13: Limits of expense for subsidies by dimsiof the budgetary central government for
the following sources of financing: general reveraunal receipts, contributions and special
purpose income from borrowing for the period 2012042

2010 0709 2017 T 2012 T2
(000 HRK) 2009 plan projection index projection index projection index
TOTAL 6,842,683 5,995,200 87.6 6,239,250 104.1 6,319,080 101.3
10 CROATIAN PARLIAMENT
15 PRESIDENT OF THE REPUBLIC OF CROATIA
17 CONSTITUTIONAL COURT OF THE REPUBLIC OF CROATIA
18 AGENCY FOR THE PROTECTION OF MARKET COMPETITION
20 GOVERNMENT OF THE REPUBLIC OF CROATIA
21 CENTRAL STATE OFFICE FOR ADMINISTRATION
22 CENTRAL STATE OFFICE FOR E-CROATIA
CENTRAL STATE OFFICE FOR DEVELOPMENT STRATEGY AND
2 COORDINATION OF EU FUNDS
CENTRAL STATE OFFICE FOR STATE PROPERTY
2 MANAGEMENT
25 MINISTRY OF FINANCE 325,654 325,000 99.8 330,000 1015 335,000 101.5
27 RC - SECURITY AND INTELLIGENCE AGENCY 2,000 0 X 1,950 X 1,980 1015

30 MINISTRY OF DEFENCE
40 MINISTRY OF THE INTERIOR

MINISTRY OF THE FAMILY, VETERANS' AFFAIRS AND
46 INTERGENERATIONAL SOLIDARITY 8,000 5,000 62.5 7,500 150.0 8,000 106.7

MINISTRY OF FOREIGN AFFAIRS AND EUROPEAN
8 INTEGRATION

MINISTRY OF THE ECONOMY, LABOUR AND

50 ENTREPRENEURSHIP 739,840 572,000 773 550,000 96.2 520,000 945

55 MINISTRY OF CULTURE 11,380 10,000 87.9 11,500 1150 11,500 100.0
MINISTRY OF AGRICULTURE, FISHERIES AND RURAL

60 DEVELOPMENT 3,428,832 2,980,000 86.9 3,050,000 1023 2,930,000 96.1
MINISTRY OF REGIONAL DEVELOPMENT, FORESTRY AND

62 WATER MANAGEMENT 1,000 0 X 0 X 0 X

65 MINISTRY OF THE SEA, TRANSPORT AND INFRASTRUCTURE 2,237,898 2,022,000 90.4 2,200,300 108.8 2,420,000 110.0

MINISTRY OF ENVIRONMENTAL PROTECTION, PHYSICAL
75 PLANNING AND CONSTRUCTION

80 MINISTRY OF SCIENCE, EDUCATION AND SPORTS 55,172 45,200 81.9 48,000 106.2 49,600 1033
%0 MINISTRY OF TOURISM 32,401 36,000 114 40,000 114 43,000 1075
9% MINISTRY OF ADMINISTRATION
100 MINISTRY OF HEALTH AND SOCIAL WELFARE
106 CROATIAN ACADEMY OF SCIENCE AND ARTS
110 MINISTRY OF JUSTICE
115 DEVELOPMENT AND EMPLOYMENT FUND 506 0 X 0 X 0 X
116 REGIONAL DEVELOPMENT FUND
120  OMBUDSMAN'S OFFICE
121 OMBUDSMAN FOR CHILDREN
122 OMBUDSMAN FOR GENDER EQUALITY
123 OMBUDSMAN FOR PEOPLE WITH DISABILITIES
140 METEOROLOGICAL AND HYDROLOGICAL SERVICE
150 STATE OFFICE FOR METROLOGY
151 CROATIAN STANDARDS INSTITUTE
152 CROATIAN ACCREDITATION AGENCY
156 STATE INTELLECTUAL PROPERTY OFFICE
160 CENTRAL BUREAU OF STATISTICS
175 CROATIAN HYDROGRAPHIC INSTITUTE
180  STATE GEODETIC DIRECTORATE
185 STATE AUDIT OFFICE
STATE COMMISSION FOR THE SUPERVISION OF PUBLIC
196 PROCUREMENT PROCEDURES
220 CROATIAN MINE ACTION CENTRE
25 STATE INSPECTOR'S OFFICE

230 COMMISSION ON RELATIONS WITH RELIGIOUS COMMUNITIES
CROATIAN INFORMATION AND DOCUMENTATION REFERRAL

235 AGENCY

240 OFFICE OF THE NATIONAL SECURITY COUNCIL
OPERATIONAL AND TECHNICAL CENTRE FOR THE

241 SUPERVISION OF TELECOMMUNICATIONS

242 INSTITUTE FOR INFORMATION SYSTEMS SECURITY

250 PERSONAL DATA PROTECTION AGENCY

255 CROATIAN INSTITUTE FOR RADIATION PROTECTION

260 STATE INSTITUTE FOR NUCLEAR SAFETY

Source: Ministry of Finance
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Table 14: Limits of expense for compensationstinetis and households by divisions of the
budgetary central government for the following szas of financing: general revenue and
receipts, contributions and special purpose incdnoen borrowing for the period 2010 —
2012

2010 10/09 2011 1110 2012 1211
(000 HRK) 2009 plan projection index projection index projection index
TOTAL 62,040,698 62,814,808 101.2 63,804,321 101.6 65,244,416 102.3
10 CROATIAN PARLIAMENT 40 30 75.0 35 116.7 42 1200
15 PRESIDENT OF THE REPUBLIC OF CROATIA 20 10 50.0 1 110.0 12 109.1
17 CONSTITUTIONAL COURT OF THE REPUBLIC OF CROATIA
18 AGENCY FOR THE PROTECTION OF MARKET COMPETITION
20 GOVERNMENT OF THE REPUBLIC OF CROATIA 8,594 8,400 97.7 8,400 100.0 8,400 100.0
21 CENTRAL STATE OFFICE FOR ADMINISTRATION
22 CENTRAL STATE OFFICE FOR E-CROATIA 35 0 X 0 X 0 X
CENTRAL STATE OFFICE FOR DEVELOPMENT STRATEGY AND
23 COORDINATION OF EU FUNDS 80 0 X 0 X 0 X
CENTRAL STATE OFFICE FOR STATE PROPERTY
24 MANAGEMENT
25 MINISTRY OF FINANCE 150,000 143,000 95.3 150,000 104.9 150,000 100.0
27 RC - SECURITY AND INTELLIGENCE AGENCY 909 900 99.0 920 102.2 950 103.3
30 MINISTRY OF DEFENCE 10,249 10,300 100.5 10,500 101.9 10,800 102.9
40 MINISTRY OF THE INTERIOR 18,265 10,000 54.7 14,000 140.0 14,000 100.0
MINISTRY OF THE FAMILY, VETERANS' AFFAIRS AND
46 INTERGENERATIONAL SOLIDARITY 3,731,294 3,882,100 104.0 3,893,000 100.3 3,890,000 99.9
MINISTRY OF FOREIGN AFFAIRS AND EUROPEAN
48 INTEGRATION 8,547 9,100 106.5 9,200 101.1 9,400 102.2
MINISTRY OF THE ECONOMY, LABOUR AND
50 ENTREPRENEURSHIP 35,310,776 36,010,800 102.0 36,900,000 102.5 38,200,000 103.5
55 MINISTRY OF CULTURE 48,999 39,000 796 40,000 102.6 41,500 103.8
MINISTRY OF AGRICULTURE, FISHERIES AND RURAL
60 DEVELOPMENT 110 80 726 85 106.3 86 101.2
MINISTRY OF REGIONAL DEVELOPMENT, FORESTRY AND
62 WATER MANAGEMENT 21,840 16,840 771 12,300 730 10,500 854
65 MINISTRY OF THE SEA, TRANSPORT AND INFRASTRUCTURE 6,350 5,250 827 5,600 106.7 5,800 103.6
MINISTRY OF ENVIRONMENTAL PROTECTION, PHYSICAL
75 PLANNING AND CONSTRUCTION
80 MINISTRY OF SCIENCE, EDUCATION AND SPORTS 85,107 92,000 108.1 95,000 103.3 97,000 1021
90 MINISTRY OF TOURISM 1,969 0 X 0 X 0 X
95 MINISTRY OF ADMINISTRATION
100 MINISTRY OF HEALTH AND SOCIAL WELFARE 22,596,877 22,545,877 99.8 22,625,000 100.4 22,766,000 100.6
106 CROATIAN ACADEMY OF SCIENCE AND ARTS
110 MINISTRY OF JUSTICE 4,644 4,670 100.6 4,860 104.1 5,047 103.8
15 DEVELOPMENT AND EMPLOYMENT FUND 34,962 36,000 103.0 35,000 972 34,500 98.6
116 REGIONAL DEVELOPMENT FUND
120 OMBUDSMAN'S OFFICE
121 OMBUDSMAN FOR CHILDREN
122 OMBUDSMAN FOR GENDER EQUALITY 17 16 94.1 18 109.4 18 101.7
123 OMBUDSMAN FOR PEOPLE WITH DISABILITIES
140 METEOROLOGICAL AND HYDROLOGICAL SERVICE 61 0 X 0 X 0 X

150 STATE OFFICE FOR METROLOGY
151 CROATIAN STANDARDS INSTITUTE

152 CROATIAN ACCREDITATION AGENCY

156 STATE INTELLECTUAL PROPERTY OFFICE

160 CENTRAL BUREAU OF STATISTICS 474 0 X 0 X 0 X
175 CROATIAN HYDROGRAPHIC INSTITUTE

180 STATE GEODETIC DIRECTORATE

185 STATE AUDIT OFFICE 338 400 118.3 356 890 321 904

STATE COMMISSION FOR THE SUPERVISION OF PUBLIC
196 PROCUREMENT PROCEDURES

220 CROATIAN MINE ACTION CENTRE 63 0 X 0 X 0 X
225 STATE INSPECTOR'S OFFICE

230 COMMISSION ON RELATIONS WITH RELIGIOUS COMMUNITIES

CROATIAN INFORMATION AND DOCUMENTATION REFERRAL
235 AGENCY 30 0 X 0 X 0 X
240 OFFICE OF THE NATIONAL SECURITY COUNCIL 27 19 704 21 1105 24 113.8

OPERATIONAL AND TECHNICAL CENTRE FOR THE
241 SUPERVISION OF TELECOMMUNICATIONS

242 INSTITUTE FOR INFORMATION SYSTEMS SECURITY 20 16 80.0 15 938 17 1133
250 PERSONAL DATA PROTECTION AGENCY

255 CROATIAN INSTITUTE FOR RADIATION PROTECTION

260 STATE INSTITUTE FOR NUCLEAR SAFETY

Source: Ministry of Finance
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Table 15: Limits of other expense by divisionshef budgetary central government for the
following sources of finance: general revenue agckipts, contributions and special purpose
income from borrowing for the period 2010 — 2012

2010 10/09 2011 11110 2012 12111
(000 HRK) 2009 plan projection index projection index projection index
TOTAL 10,076,056 8,979,156 89.1 9,422,493 104.9 9,513,812 101.0
10 CROATIAN PARLIAMENT 3,690 91,800 24878 132,820 144.7 4,000 3.0
15 PRESIDENT OF THE REPUBLIC OF CROATIA 1,640 750 457 810 108.0 880 108.6
17 CONSTITUTIONAL COURT OF THE REPUBLIC OF CROATIA 10,759 26,800 249.1 18,650 69.6 1,800 9.7
18 AGENCY FOR THE PROTECTION OF MARKET COMPETITION 302 260 86.0 270 103.8 200 741
20 GOVERNMENT OF THE REPUBLIC OF CROATIA 56,802 54,800 96.5 53,900 98.4 53,600 99.4
21 CENTRAL STATE OFFICE FOR ADMINISTRATION 1,657 0 X 0 X 0 X
22 CENTRAL STATE OFFICE FOR E-CROATIA 530 535 100.9 521 97.4 518 994
CENTRAL STATE OFFICE FOR DEVELOPMENT STRATEGY AND
23 COORDINATION OF EU FUNDS 440 190 432 145 76.3 52 359
CENTRAL STATE OFFICE FOR STATE PROPERTY
24 MANAGEMENT 540 12,645 23417 5,040 39.9 7,050 139.9
25 MINISTRY OF FINANCE 3,282,052 3,442,370 104.9 3,504,000 101.8 3,567,732 101.8
27 RC - SECURITY AND INTELLIGENCE AGENCY 30,700 24,080 78.4 24,350 101.1 18,850 74
30 MINISTRY OF DEFENCE 168,193 37,000 220 1,000 27 1,200 120.0
40 MINISTRY OF THE INTERIOR 285,982 201,500 70.5 157,450 78.1 66,900 425
MINISTRY OF THE FAMILY, VETERANS' AFFAIRS AND
46 INTERGENERATIONAL SOLIDARITY 104,120 88,700 85.2 78,900 89.0 74,700 947
MINISTRY OF FOREIGN AFFAIRS AND EUROPEAN
48 INTEGRATION 16,801 12,350 735 12,700 102.8 12,450 98.0
MINISTRY OF THE ECONOMY, LABOUR AND
50 ENTREPRENEURSHIP 213,579 153,450 718 186,920 121.8 192,400 102.9
55 MINISTRY OF CULTURE 424,446 414,200 97.6 420,500 101.5 426,500 1014
MINISTRY OF AGRICULTURE, FISHERIES AND RURAL
60 DEVELOPMENT 290,511 226,000 778 218,300 96.6 224,400 102.8
MINISTRY OF REGIONAL DEVELOPMENT, FORESTRY AND
62 WATER MANAGEMENT 1,245,822 1,115,500 89.5 1,174,000 105.2 1,206,100 102.7
65 MINISTRY OF THE SEA, TRANSPORT AND INFRASTRUCTURE 1,385,674 1,250,901 90.3 1,331,310 106.4 1,444,512 108.5
MINISTRY OF ENVIRONMENTAL PROTECTION, PHYSICAL
75 PLANNING AND CONSTRUCTION 181,487 156,800 86.4 195,700 124.8 224,900 114.9
80 MINISTRY OF SCIENCE, EDUCATION AND SPORTS 1,394,926 794,860 57.0 871,731 109.7 881,900 101.2
90 MINISTRY OF TOURISM 179,225 168,101 9338 171,900 102.3 174,400 101.5
95 MINISTRY OF ADMINISTRATION 2,048 3,930 1919 3,780 96.2 4,074 107.8
100 MINISTRY OF HEALTH AND SOCIAL WELFARE 562,342 489,500 87.0 556,301 1136 590,674 106.2
106 CROATIAN ACADEMY OF SCIENCE AND ARTS 5314 3,950 743 4,200 106.3 4,280 101.9
110 MINISTRY OF JUSTICE 80,659 72,490 89.9 156,762 2163 181,023 1155
115 DEVELOPMENT AND EMPLOYMENT FUND 68 123 180.4 85 69.1 92 108.2
116 REGIONAL DEVELOPMENT FUND 93,042 92,042 98.9 93,646 101.7 100,850 107.7
120 OMBUDSMAN'S OFFICE 88 43 48.9 46 107.0 49 106.5
121 OMBUDSMAN FOR CHILDREN 92 151 163.7 154 102.0 109 708
122 OMBUDSMAN FOR GENDER EQUALITY 84 85 101.2 78 91.8 84 107.7
123 OMBUDSMAN FOR PEOPLE WITH DISABILITIES 208 220 105.8 190 86.4 172 90.5
140 METEOROLOGICAL AND HYDROLOGICAL SERVICE 6,210 5,180 834 5,195 100.3 4411 849
150 STATE OFFICE FOR METROLOGY 3,094 2,160 69.8 2,221 102.8 2,403 108.2
151 CROATIAN STANDARDS INSTITUTE 1,153 915 794 963 105.2 1,026 106.5
152 CROATIAN ACCREDITATION AGENCY 333 141 42.2 121 86.3 135 1"M1.7
156 STATE INTELLECTUAL PROPERTY OFFICE 759 820 108.1 720 87.9 705 97.8
160 CENTRAL BUREAU OF STATISTICS 4,030 2,630 65.3 6,800 258.6 6,600 971
175 CROATIAN HYDROGRAPHIC INSTITUTE 450 400 88.9 380 95.0 350 921
180 STATE GEODETIC DIRECTORATE 18,262 15,160 83.0 14,710 97.0 15,811 107.5
185 STATE AUDIT OFFICE 530 940 1774 731 7.7 810 110.9
STATE COMMISSION FOR THE SUPERVISION OF PUBLIC
19 PROCUREMENT PROCEDURES 58 68 117.3 40 58.2 57 1446
220 CROATIAN MINE ACTION CENTRE 2,768 2,521 91.1 2,621 104.0 2,696 102.9
225 STATE INSPECTOR'S OFFICE 2,344 2,240 95.6 2,430 108.5 2,680 110.3
230 COMMISSION ON RELATIONS WITH RELIGIOUS COMMUNITIES 10 7 70.0 5 7.4 9 180.0
CROATIAN INFORMATION AND DOCUMENTATION REFERRAL
235 AGENCY 333 150 45.0 180 120.0 183 101.7
240 OFFICE OF THE NATIONAL SECURITY COUNCIL 1,185 1,370 1156 1,430 104.4 1,480 103.5
OPERATIONAL AND TECHNICAL CENTRE FOR THE
241 SUPERVISION OF TELECOMMUNICATIONS 3,643 2,435 66.8 2,848 117.0 3,280 115.2
242 INSTITUTE FOR INFORMATION SYSTEMS SECURITY 2,361 1,472 62.3 1,350 91.7 1,425 105.6
250 PERSONAL DATA PROTECTION AGENCY 889 696 783 598 85.9 700 117.0
255 CROATIAN INSTITUTE FOR RADIATION PROTECTION 2,750 2,460 89.5 1,860 75.6 1,505 80.9
260 STATE INSTITUTE FOR NUCLEAR SAFETY 1,07 1,265 118.1 1,130 89.3 1,096 97.0

Source: Ministry of Finance
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Determinants of expenditure of extra-budgetary usdor the period 2010 — 2012

Total expenditure of extra-budgetary users willdgialy reduce its share in GDP from 1.7%
in 2010 to 1.6% in 2012. The most significant catggin the total expenditure of extra-
budgetary users is material expense that will amhéoir0.7% of GDP in the forthcoming
period. Expense on the acquisition of nonfinanesdets will record the average share in
GDP of 0.4%. Compensation of employees and finhmsipense will stand at the level of
0.1% of GDP. Likewise, capital grants and otheremge will on average amount to 0.2% of
GDP during the entire observed period.

Table 16: Key items of expenditure of extra-budyetigers

2010 2011 2012
% of GDP 2008 2009 plan  projection projection projection
Total expenditure 2.0 17 1.7 1.7 1.6
compensation of employees 0.1 0.1 0.1 0.1 0.1
material expense 1.0 0.8 0.7 0.7 0.7
financial expense 0.1 0.1 0.1 0.1 0.1
capital grants 0.2 0.1 0.1 0.2 0.2
expense for the acquisition of nonfinancial assets 0.4 0.4 0.4 0.4 0.4
other 0.2 0.2 0.2 0.2 0.2

Source: Ministry of Finance

4.4.3. Determinants of expenditure of local and regionaélsgovernment units for the
period 2010 — 2012

Total expenditure of local and regional self-goveemt units in 2010 and 2011 will remain at
the level of 4.8% of GDP, while in 2012 it will dease by 0.1 percentage points. The key
item of local and regional self-government unitgriaterial expense that will stand at the
average level of 1.5% of GDP. Compensation of egg@e will remain at the level of 1.0%
of GDP, with subsidies and other expense at theageelevel of 0.3% of GDP. Current
donations will stand at the level of 0.4% of GDPhiler expense on the acquisition of
nonfinancial assets will stand at the level of 1.0#4GDP. Compensations to citizens and
households will record the share in GDP of 0.2%l tamancial expense and grants the share
of 0.1% of GDP.

Table 17: Key items of expenditure of local andargl self-government units

2009 2010 2011 2012
% of GDP 2008 plan projection projection projection
Total expenditure 5.2 438 438 438 47
compensation of employees 0.9 1.0 1.0 1.0 1.0
material expense 15 1.6 15 15 14
financial expense 0.1 0.1 0.1 0.1 0.1
subsidies 0.4 0.3 0.3 0.3 0.3
grants 0.1 0.1 0.1 0.1 0.1
compensations to citizens and households 0.2 0.2 0.2 0.2 0.2
current donations 0.4 0.4 0.4 0.4 0.4
expense for the acquisition of nonfinancial assets 1.2 1.0 1.0 1.0 1.0
other 0.4 0.3 0.3 0.3 0.3

Note: includes 53 largest units (32 towns, 20 cmsnand the City of Zagreb)

Source: Ministry of Finance
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4.5. Consolidated general government in the period 20182012

In accordance with the expected recovery of theneey and focus of the overall fiscal
policy to ensuring the long-term stability, it igpected that the general government deficit
will drop from 2.9% of GDP in 2009 to 2.3% of GDR 2010. The budgetary central
government will make the greatest contribution s tas it will reduce its deficit by 0.7
percentage points or 2.8% of GDP in 2009 to 2.1% P in 2010. Such trends are the result
of considerable savings made on the expenditue gidhe budget and also of the yearly
effect of the implementation of legal provision®pted in July 2009 relating to the revenue
side of the budget.

The trend of reducing the general government budgétit will continue in the next two
years. In 2011 the deficit will amount to 2.2% dDB and 1.4% of GDP in 2012. The fiscal
effect of the special tax on salaries, pensions @hdr income has not been envisaged for
2011 as the Act lays down its application until BeEcember 2010. Accordingly, the
budgetary central government deficit will be rediéfem 2.0% of GDP u 2011 to 1.2% of
GDP in 2012. Extra-budgetary users will maintaia tbvel of 0.2% of GDP in the overall
medium-term period, while the local units will redonly a mild deficit.

Table 18: Consolidated general government budgé8202012

2010 2011 2012
(000 HRK) 2008 2009 plan  projection projection projection
TOTAL REVENUE (6+7) 136,242,190 129,209,248 131,391,799 134,669,694 141,289,827
6 Revenue 134,710,393 128,334,774 130,408,250 133,580,884 140,154,154
7 Revenue from the sale of nonfinancial assets 1,531,797 874,475 983,549 1,088,810 1,135,674
TOTAL EXPENDITURE (3+4) 139,241,444 138,948,260 139,442,740 142,938,564 146,848,538
3 Expense 130,355,989 132,003,632 132,738,598 135,868,580 139,700,431
4 Expense for the acquisition of nonfinancial assets 8,885,456 6,944,628 6,704,142 7,069,984 7,148,107
TOTAL DEFICIT/SURPLUS -2,999,254 -9,739,012 -8,050,941 -8,268,870 -5,558,711
% of GDP -0.9 -2.9 -2.3 -2.2 -1.4
FINANCING 2,999,254 9,739,012 8,050,941 8,268,870 5,558,711
8 Income from financial assets and borrowings 14,870,905 23,105,667 30,025,479 21,504,413 17,101,904
5 Expense for financial assets and loan repayment 9,531,656 12,446,326 21,280,386 12,622,174 10,940,621
Change in currency and deposits 2,339,996 920,329 694,152 613,368 602,573

Source: Ministry of Finance
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Table 19: Revenue, expenditure and total deficiplsis of general government in the period
2008 — 2012

2009 2010 2011 2012

(000 HRK) 2008 plan projection projection projection
BUDGETARY CENTRAL GOVERNMENT
Total revenue 116,076,074 111,210,059 113,052,042 115,514,719 121,242,089
% of GDP 33.9 33.1 32.6 31.3 30.8
Total expenditure 118,583,975 120,537,131 120,385,427 123,080,181 126,049,368
% of GDP 34.7 35.9 34.7 33.3 32.0
Total deficit/surplus -2,507,901 -9,327,072 7,333,386 -7,565,462 -4,807,279
% of GDP -0.7 -2.8 2.1 -2.0 -1.2
EXTRA-BUDGETARY USERS
Total revenue 6,505,256 5,336,699 5,476,879 5,881,669 5,843,234
% of GDP 1.9 1.6 1.6 1.6 1.5
Total expenditure 7,009,166 5,748,787 6,049,554 6,452,882 6,459,365
% of GDP 2.0 1.7 1.7 1.7 1.6
Total deficit/surplus -503,910 -412,088 -572,676 -571,214 -616,130
% of GDP -0.1 -0.1 -0.2 -0.2 -0.2
LOCAL GOVERNMENT
Total revenue 17,873,109 16,202,417 16,683,278 17,491,156 18,441,168
% of GDP 5.2 4.8 4.8 4.7 4.7
Total expenditure 17,860,553 16,202,269 16,828,157 17,623,350 18,576,469
% of GDP 5.2 4.8 4.8 4.8 4.7
Total deficit/surplus 12,556 148 -144,879 -132,194 -135,301
% of GDP 0.0 0.0 0.0 0.0 0.0
CONSOLIDATED GENERAL GOVERNMENT
Total revenue 136,242,190 129,209,248 131,391,799 134,669,694 141,289,827
% of GDP 39.8 38.5 37.8 36.5 35.8
Total expenditure 139,241,444 138,948,260 139,442,740 142,938,564 146,848,538
% of GDP 40.7 41.4 40.1 38.7 37.2
Total deficit/surplus -2,999,254 -9,739,012 -8,050,941 -8,268,870 -5,5658,711
% of GDP -0.9 -2.9 -2.3 -2.2 -1.4

Source: Ministry of Finance
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5. PUBLIC DEBT IN MEDIUM-TERM PERIOD

5.1. Public debt in the period 2010 — 2012

This Chapter describes the institutional framewamld the major features of borrowing policy
and public debt management of the Republic of Gaaatthe observed period. In this context
it presents the structure of financing of the olleggneral government deficit, and the
projection of developments and structure of publabt. Public debt sensitivity tests are
described at the end of the chapter, which indichtnges in the public debt level in the
conditions of considerable changes in the assumgptfor some key macroeconomic and
fiscal indicators as one of the models of quantidyithe risks related to public debt
management.

The Budget Act lays down the institutional framekdor borrowing and public debt

management so as to meet the financial requirenwdntise state, by achieving the lowest
possible medium-term and long-term costs of finagaivhile assuming a prudent level of
risk.

The fiscal consolidation process, which commenoe2D04 and successfully continued in the
following years, resulted in positive effects oantils in public debt. In the previous period,
the financing was mostly focused on domestic saurnéestate borrowing through the issue of
bonds is analysed, it is evident that in period®220@009 there had been no issues abroad.

Taking into account the changed conditions on thantial markets, as well as on the
domestic market, and foreign bonds maturity in 200%®art of the financing requirements
was realised by issuing a foreign bond in May 208Rer five years of absence from the
international financial markets, the Republic ob&tia issued a Eurobond in the amount of
EUR 750 million at the price of 99.675% of the naalisum, with the annual fixed interest
rate of 6.5%, falling due in January 2015. With aeh to the mentioned changed
circumstances on the financial markets as well legations in the domestic and global
macroeconomic conditions, a part of the total foilag requirements in 2009 was settled by
using the short-term instruments, primarily syntBdaloans from domestic banks and
treasury bills.

In the upcoming three-year period the financinginegments of the overall budget deficit and
liabilities falling due will be directed to both neestic and foreign financial markets with the
main goal of adjusting liabilities falling due acdong to the amount and date of payment, at
the same time creating additional space for theniimg of other sectors.

Trends in the overall general government deficd amaturity of liabilities in the upcoming
three-year period will result in the increased ficiag requirements compared to the
historical average, reflecting on the share of jputkbt in GDP.
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Table 20: Financing the total general governmerftaitein the period 2008 — 2012

2009 2010 2011 2012
(000 HRK) 2008 plan projection projection projection

FINANCING 2.999.254 9.739.012 8.050.941 8.268.870 5.558.711
domestic 6.949.992 6.620.290 -391.213 3.260.971 1.833.886
loans 5.561.440 5.203.417 114.302 1.827.773 751.294
borrowings 7.083.516 8.395.563 10.580.661 2.866.435 4.531.704
repayments 1.522.076 3.192.146 10.466.360 1.038.661 3.780.410
bonds 1.388.552 1.416.873 -505.515 1.433.198 1.082.592
borrowings 4.294.554 1.701.531 2.806.828 3.950.000 4.950.000
repayments 2.906.002 284.658 3.312.343 2.516.802 3.867.408
foreign -1.166.996 4.623.268 10.493.787 7.015.641 5.729.972
loans -54.323 1.573.268 3.418.787 603.141 -520.028
borrowings 1.981.903 3.830.188 5.183.757 2.185.162 864.085
repayments 2.036.227 2.256.921 1.764.971 1.582.021 1.384.113
bonds -1.112.673 3.050.000 7.075.000 6.412.500 6.250.000
borrowings 0 8.000.000 10.800.000 12.000.000 6.250.000
repayments 1.112.673 4.950.000 3.725.000 5.587.500 0
loan acquisition 1.309.153 1.330.866 1.615.563 1.496.040 1.501.540
loan disposals 627.946 623.884 330.809 351.315 352.315
shares and other equity acquisition 645.527 431.735 396.150 401.150 407.150
shares and other equity disposals 882.987 554.500 323.423 151.501 153.800
change in currency and deposits 2.339.996 920.329 694.152 613.369 602.573

Source: Ministry of Finance

The majority of liabilities falling due in the ped 2010 — 2012 are liabilities maturing on the
basis of syndicated loans from domestic bankslimgaEUR 1.63 billion, and four maturity
dates for bonds of which two are foreign totallBgR 1.25 billion, and two domestic bonds
of which one is denominated in euro in the amouhtc@0 million, and the other is
denominated in kuna amounting to 3.0 billion.

Table 21: Overview of the bonds of the RepubliCraftia in the period 2010 — 2012

Amount (In Date of
Interest rate

Bond Date of issue

million) maturity
DOMESTIC BONDS
Series 08 D-10 08.03.2005. 3.000 HRK 6.75% 08.03.2010.
Series 03 D-12 23.5.2002. 500 EUR 6.88% 23.5.2012.
FOREIGN BONDS
Euro - EUR V 2010. 24.02.2003. 500 EUR 4.63% 24.02.2010.
Euro - EUR 111 2011. 06.03.2001. 750 EUR 6.75% 14.03.2011.

Source: Ministry of Finance

In accordance with the planned financing, in tHeWwing period public debt will increase its
share in GDP from the estimated level of 32.7% DPGn 2009 to more than 34% of GDP in

49



the period 2010 — 2012, with the tendency of decimthe last year of the projection period.
Also, certain changes will occur in the levels @feign and domestic public debt components
expressed as a share of GDP resulting from matofitigbilities in the projection period, and
the planned realization of new borrowing on the dstic as well as on the foreign financial
market.

Table 22: Projection of development and structuféhe public debt in the period 2008 —
2012

% of GDP 2008 2009* 2010* 2011* 2012*
Total deficit/surplus -0.9 -2.9 -2.3 -2.2 -1.4
Public debt 29.1 32.7 34.3 34.9 34.5
Foreign 8.8 104 13.1 14.2 14.7
Domestic 20.2 22.3 21.3 20.7 19.7

Source: Ministry of Finance

5.2. Testing public debt sensitivity trends

Trends in public debt are directly related to macmmomic conditions, i.e. results and
assumptions for the implementation of fiscal palidly is therefore highly important to
continuously carry out public debt sensitivity gegin different factors to get a realistic
overview of all implications of potential change the assumptions that determine the
projections of the trends in public debt in the medterm period and thus represent the
highest risk, and in order to ensure the condititmsvoid those trends or mitigate their
impacts. The test is carried out by setting a l@sedcenario on the basis of medium-term
macroeconomic projections. It is followed by a sgrof alternative scenarios where the
assumed variables are kept at a certain (histprieaél or subjected to various shocks. The
shocks are usually linked to historical valuesh® bbserved variables and their variability,
but they can also be arbitrary.

The carried out public debt sensitivity tests shibwat depreciation of domestic currency,
primarily against euro, has the greatest influemcgoublic debt development, i.e. its growth.
The reason for this is the fact that a large sbadebt is denominated in the foreign currency.
This test shows that the arbitrary shock of depteam of kuna in the amount of 20%

increases the amount of public debt to over 55%I[OP in the projection period.

The debt also demonstrates higher sensitivity tangbs in conditional obligations
(guarantees), which indicates the need to conkaim growth and eliminate the need to issue
such guarantees, i.e. restructure certain sectotkeoeconomy. Furthermore, public debt
demonstrates a highly unfavourable medium-term ldpweent with respect to the arbitrary
assumption of a decline in real GDP in 2010 andl2étlthe level expected for 2009. In this
case, in the medium-term period public debt wiltrease to more than 50% of GDP.
Likewise, public debt shows unfavourable trends@apect to changes of primary deficit
since it is the main generator of debt, even morassthe impact of the initial shock subsides
slowly and extends until the end of the period esned.

On the other hand, the tests related to keeping¢samptions or real GDP growth rate, real
interest rate and primary balance from 2008 onwatdbe historical (average) values, show
an entirely different trend than the tests desdribbove. In this case, the trend in debt
changes and the share of public debt in GDP isrdegl This result differs from the baseline
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scenario which is based on the medium-term macrmen@ projections, taking into account
current macroeconomic trends and projections oidsen the medium-term period which are
considerably altered compared to the historicataye

Chart 13: Development of public debt share in G[2eading to various scenarios (in %)

30,00
2004 2005 2006 2007 2008 2009 2010 2011 2012
Baseline scenario —¢— Scenario 1: Historical average Scenario 2: GDP growth shock
—4— Scenario 3: Primary deficit shock —&— Scenario 4: Domestic currency depreciation Scenario 5: Conditional obligations shock

Source: Ministry of Finance
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ANNEXES

Annex 1: Budgetary central government 2008 — 2012

Execution 2008 2009 plan 2010 projection 2011 projection 2012 projection
000 HRK % of GDP 000 HRK % of GDP 000 HRK % of GDP 000 HRK % of GDP 000 HRK % of GDP
TOTAL REVENUE (6+7) 116,076,074 33.9 111,210,059 33.1 113,052,042 32.6 115,514,719 31.3 121,242,089 30.8
6 Revenue 115,772,655 33.8 110,871,511 33.0 112,803,142 32.5 115,255,019 31.2 120,971,189 30.7
61 Revenues from taxes 66,344,968 19.4 60,346,779 18.0 62,611,070 18.0 62,890,349 17.0 65,738,222 16.7
62 Contributions 40,703,484 11.9 40,771,078 12.2 41,387,040 11.9 43,351,319 11.7 45,904,497 116
63 Grants 542,580 0.2 1,043,058 0.3 1,090,929 0.3 1,049,987 03 1,086,736 03
64 Property income 4,672,074 1.4 5,099,504 15 3,778,673 1.1 3,890,129 1.1 4,025,460 1.0
65 Revenues from sale of goods and services 2,939,615 0.9 3,032,829 0.9 3,354,626 1.0 3,477,260 0.9 3,599,834 0.9
66 Other revenue 569,934 0.2 578,262 0.2 580,803 0.2 595,974 0.2 616,439 0.2
7 Revenue from the sale of nonfinancial assets 303,419 0.1 338,549 0.1 248,900 0.1 259,700 0.1 270,900 0.1
71 Revenues from the sale of non-produced assets 41,683 0.0 50,945 0.0 20,000 0.0 21,400 0.0 22,000 0.0
72 Revenues from the sale of produced assets 254,352 0.1 284,910 0.1 228,900 0.1 238,300 0.1 248,900 0.1
74 Revenues from the sale of produced current assets 7,385 0.0 2,694 0.0 0 0.0 0 0.0 0 0.0
TOTAL EXPENDITURE (3+4) 118,583,975 34.7 120,537,131 35.9 120,385,427 34.7 123,080,181 33.3 126,049,368 32.0
3 Expense 115,292,426 33.7 118,041,084 35.2 118,519,720 34.1 121,119,467 32.8 124,106,577 S5
31 Compensation of employees 21,594,259 6.3 22,164,759 6.6 22,382,770 6.4 22,857,612 6.2 23,678,277 6.0
32 Material expense 8,528,949 25 8,516,429 25 8,244,339 24 8,450,961 23 8,585,982 22
34 Financial expense 5,347,997 1.6 5,251,802 16 6,260,323 1.8 6,491,325 1.8 6,698,622 17
35 Subsidies 6,859,512 2.0 6,985,483 21 6,159,701 18 6,368,714 1.7 6,454,673 16
36 Grants 5,716,534 1.7 5,332,940 1.6 5,033,148 14 5,276,840 14 5,317,160 13
37 Compensations to citizens and households based on
insurance and other compensations 60,135,609 17.6 63,786,513 19.0 64,531,863 18.6 65,600,586 17.8 67,132,448 17.0
38 Other expense 7,109,566 21 6,003,157 1.8 5,907,576 1.7 6,073,429 16 6,239,416 1.6
4 Expense for the acquisition of nonfinancial assets 3,291,549 1.0 2,496,048 0.7 1,865,707 0.5 1,960,714 0.5 1,942,791 0.5
41 Expense for the acquisition of non-produced assets 220,764 0.1 168,658 0.1 105,920 0.0 106,058 0.0 106,324 0.0
42 Expense for the acquisition of produced fixed assets 2,799,389 0.8 2,102,327 0.6 1,546,276 0.4 1,609,220 0.4 1,599,965 0.4
43 Expense for the acquisition of precious metals and other
deposited valuables 10,126 0.0 4,538 0.0 3,855 0.0 14,315 0.0 4,421 0.0
44 Strategic inventories 86,829 0.0 2,000 0.0 27,000 0.0 30,000 0.0 30,000 0.0
45 Expense for additional investments in nonfinancial assets 174,441 0.1 218,525 0.1 182,656 01 201,121 0.1 202,082 0.1
TOTAL DEFICIT(-) / SURPLUS(+) -2,507,901 -0.7 -9,327,072 -2.8 -7,333,386 -2.1 -7,565,462 -2.0 -4,807,279 -1.2
NET FINANCING 2,507,901 0.7 9,327,072 2.8 7,333,386 21 7,565,462 2.0 4,807,279 1.2
CHANGES TO DEPOSIT BALANCE
1,440,588 0.4 0 0.0 0 0.0 0 0.0 0 0.0
8 Income from financial assets and borrowings 12,308,413 3.6 20,471,290 6.1 27,416,816 7.9 19,131,467 5.2 14,783,390 3.7
81 Loan disposals 468,312 0.1 413,484 0.1 145,941 0.0 164,315 0.0 164,315 0.0
82 Securities (other than shares) disposals 3,987,347 1.2 9,551,531 2.8 13,456,828 3.9 15,800,000 4.3 11,050,000 2.8
83 Shares and other equity disposals 686,603 0.2 0 0.0 0 0.0 0 0.0 0 0.0
84 Loan incurrencies 7,166,151 2.1 10,506,274 3.1 13,814,047 4.0 3,167,152 0.9 3,569,075 0.9
5 Expenses for financial assets and loan repayments 8,359,924 2.4 11,144,218 3.3 20,083,430 5.8 11,566,005 3.1 9,976,111 25
51 Loan acquisition 852,673 0.2 938,346 0.3 1,373,043 04 1,276,520 03 1,276,520 0.3
53 Shares and other equity acquisition 564,601 0.2 383,335 0.1 358,150 01 358,150 0.1 358,150 0.1
54 Loan repayments 2,932,547 0.9 4,597,196 1.4 11,331,212 3.3 1,847,850 0.5  4,495351 11
55 Repayments of securities (other than shares) 4,010,103 1.2 5,225,341 1.6 7,021,026 20 8,083,485 22 3,846,090 1.0

Source: Ministry of Finance
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Annex 2: Extra-budgetary users 2008 — 2012

Execution 2008 2009 plan 2010 projection 2011 projection 2012 projection
000 HRK % of GDP 000 HRK % of GDP 000 HRK % of GDP 000 HRK % of GDP 000 HRK % of GDP
TOTAL REVENUE (6+7) 6,505,256 1.9 5,336,699 1.6 5,476,879 16 5,881,669 16 5,843,234 15
6 Revenue 6,324,347 1.8 5,260,789 1.6 5,408,070 16 5,813,454 16 5,784,419 15
61 Revenues from taxes 0 0.0 0 0.0 0 0.0 0 0.0 0 0.0
62 Contributions 0 0.0 0 0.0 0 0.0 0 0.0 0 0.0
63 Grants 2,160,253 0.6 1,663,836 0.5 1,934,397 0.6 2,276,465 0.6 2,229,137 0.6
64 Property income 542,219 0.2 654,528 0.2 645,986 0.2 704,305 0.2 690,811 0.2
65 Revenues from sale of goods and services 3,558,690 1.0 2,891,153 0.9 2,803,607 0.8 2,826,292 0.8 2,815,660 0.7
66 Other revenue 63,185 0.0 51,272 0.0 24,079 0.0 6,391 0.0 48,812 0.0
7 Revenue from the sale of nonfinancial assets 180,909 0.1 75,910 0.0 68,809 0.0 68,215 0.0 58,815 0.0
71 Revenues from the sale of non-produced assets 156,213 0.0 48,000 0.0 40,000 0.0 35,000 0.0 30,000 0.0
72 Revenues from the sale of produced assets 24,696 0.0 27,910 0.0 28,809 0.0 33,215 0.0 28,815 0.0
74 Revenues from the sale of produced current assets 0 0.0 0 0.0 0 0.0 0 0.0 0 0.0
TOTAL EXPENDITURE (3+4) 7,009,166 2.0 5,748,787 1.7 6,049,554 1.7 6,452,882 1.7 6,459,365 16
3 Expense 5,578,677 1.6 4,568,380 1.4 4,603,134 1.3 4,902,704 1.3 5,054,430 13
31 Compensation of employees 275,628 0.1 301,461 0.1 308,030 01 323,417 0.1 339,761 0.1
32 Material expense 3,482,763 1.0 2,610,479 0.8 2,599,244 0.7 2,712,720 0.7 2,796,992 0.7
34 Financial expense 262,552 0.1 416,991 0.1 508,255 01 512,622 01 548,946 01
35 Subsidies 39,062 0.0 90,180 0.0 20,000 0.0 8,000 0.0 8,000 0.0
36 Grants 273,622 0.1 200,756 0.1 355,960 0.1 387,300 0.1 398,000 0.1
37 Compensations to citizens and households based on
insurance and other compensations 704 0.0 2,000 0.0 5,000 0.0 5,000 0.0 5,000 0.0
38 Other expense 1,244,348 0.4 946,512 0.3 806,644 0.2 953,644 03 957,730 0.2
4 Expense for the acquisition of nonfinancial assets 1,430,489 0.4 1,180,407 0.4 1,446,420 0.4 1,550,178 0.4 1,404,935 0.4
41 Expense for the acquisition of non-produced assets 298,802 0.1 164,700 0.0 164,900 0.0 142,700 0.0 183,300 0.0
42 Expense for the acquisition of produced fixed assets 1,022,210 0.3 918,506 0.3 1,185,170 03 1,309,128 04 1,114,635 03
43 Expense for the acquisition of precious metals and other
deposited valuables 0 0.0 0 0.0 0 0.0 0 0.0 0 0.0
44 Strategic inventories 0 0.0 0 0.0 0 0.0 0 0.0 0 0.0
45 Expense for additional investments in nonfinancial assets 109,477 0.0 97,201 0.0 96,350 0.0 98,350 0.0 107,000 0.0
TOTAL DEFICIT() / SURPLUS(+) -503,910 -0.1  -412,088 0.1 -572,676 -0.2 571,214 0.2 -616,130 0.2
NET FINANCING 503,910 0.1 412,088 0.1 572,676 0.2 571,214 0.2 616,130 0.2
CHANGES TO DEPOSIT BALANCE
804,955 0.2 934,124 0.3 694,152 0.2 613,369 0.2 602,573 0.2
8 Income from financial assets and borrowings 1,925,347 0.6 2,140,707 0.6 1,966,570 0.6 1,713,539 0.5 1,629,000 0.4
81 Loan disposals 44,749 0.0 140,000 0.0 41,500 0.0 47,000 0.0 50,000 0.0
82 Securities (other than shares) disposals 0 0.0 0 0.0 0 0.0 0 0.0 0 0.0
83 Shares and other equity disposals 173,055 0.1 526,500 0.2 287,923 01 113,001 0.0 115,000 0.0
84 Loan incurrencies 1,707,542 0.5 1,474,207 0.4 1,637,147 05 1,553,538 0.4 1,464,000 0.4
5 Expenses for financial assets and loan repayments 616,482 0.2 794,495 0.2 699,743 0.2 528,957 0.1 410,297 0.1
51 Loan acquisition 334,955 0.1 240,000 0.1 117,000 0.0 88,500 0.0 88,500 0.0
53 Shares and other equity acquisition 17,243 0.0 0 0.0 0 0.0 0 0.0 0 0.0
54 Loan repayments 264,284 0.1 554,495 0.2 582,743 0.2 440,457 01 321,797 0.1
55 Repayments of securities (other than shares) 0 0.0 0 0.0 0 0.0 0 0.0 0 0.0

Source: Ministry of Finance
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Annex 3: Consolidated central government 2008 2201

Execution 2008 2009 plan 2010 projection 2011 projection 2012 projection
000 HRK % of GDP 000 HRK % of GDP 000 HRK % of GDP 000 HRK % of GDP 000 HRK % of GDP
TOTAL REVENUE (6+7) 120,440,121 35.2 114,882,923 34.2 116,594,523 33.6 119,119,922 32.3 124,856,187 317
6 Revenue 119,955,792 35.1 114,468,464 34.1 116,276,814 33.5 118,792,007 32.2 124,526,472 31.6
61 Revenues from taxes 66,344,968 19.4 60,346,779 18.0 62,611,070 18.0 62,890,349 17.0 65,738,222 16.7
62 Contributions 40,703,484 11.9 40,771,078 12.2 41,387,040 11.9 43,351,319 11.7 45,904,497 116
63 Grants 561,624 0.2 1,043,058 0.3 1,090,929 0.3 1,049,987 03 1,086,736 03
64 Property income 5,214,293 1.5 5,754,032 1.7 4,424,659 1.3 4,594,434 12 4,716,271 12
65 Revenues from sale of goods and services 6,498,305 1.9 5,923,982 1.8 6,158,233 1.8 6,303,552 1.7 6,415,494 1.6
66 Other revenue 633,119 0.2 629,534 0.2 604,882 0.2 602,365 0.2 665,251 0.2
7 Revenue from the sale of nonfinancial assets 484,329 0.1 414,459 0.1 317,709 0.1 327,915 0.1 329,715 0.1
71 Revenues from the sale of non-produced assets 197,896 0.1 98,945 0.0 60,000 0.0 56,400 0.0 52,000 0.0
72 Revenues from the sale of produced assets 279,047 0.1 312,820 0.1 257,709 0.1 271,515 0.1 277,715 0.1
74 Revenues from the sale of produced current assets 7,385 0.0 2,694 0.0 0 0.0 0 0.0 0 0.0
TOTAL EXPENDITURE (3+4) 123,451,931 36.1 124,622,082 37.1 124,500,584 35.8 127,256,598 34.5 130,279,596 33.0
3 Expense 118,729,894 34.7 120,945,627 36.0 121,188,456 34.9 123,745,706 33.5 126,931,870 32.2
31 Compensation of employees 21,869,886 6.4 22,466,221 6.7 22,690,800 6.5 23,181,030 6.3 24,018,038 6.1
32 Material expense 12,011,711 3.5 11,126,908 3.3 10,843,583 3.1 11,163,681 3.0 11,382,975 29
34 Financial expense 5,610,549 1.6 5,668,793 1.7 6,768,578 1.9 7,003,947 19 7,247,568 1.8
35 Subsidies 6,898,573 2.0 7,075,663 21 6,179,701 18 6,376,714 1.7 6,462,673 1.6
36 Grants 3,848,947 1.1 3,869,860 1.2 3,454,711 1.0 3,387,674 0.9 3,486,023 0.9
37 Compensations to citizens and households based on
insurance and other compensations 60,136,313 17.6 63,788,513 19.0 64,536,863 18.6 65,605,586 17.8 67,137,448 17.0
38 Other expense 8,353,914 2.4 6,949,669 21 6,714,221 19 7,027,074 19 7,197,146 18
4 Expense for the acquisition of nonfinancial assets 4,722,037 1.4 3,676,455 1.1 3,312,128 1.0 3,510,892 1.0 3,347,726 0.8
41 Expense for the acquisition of non-produced assets 519,565 0.2 333,358 0.1 270,820 01 248,758 0.1 289,624 0.1
42 Expense for the acquisition of produced fixed assets 3,821,599 1.1 3,020,834 0.9 2,731,447 0.8 2,918,348 0.8 2,714,600 0.7
43 Expense for the acquisition of precious metals and other
deposited valuables 10,126 0.0 4,538 0.0 3,855 0.0 14,315 0.0 4,421 0.0
44 Strategic inventories 86,829 0.0 2,000 0.0 27,000 0.0 30,000 0.0 30,000 0.0
45 Expense for additional investments in nonfinancial assets 283,919 0.1 315,726 0.1 279,006 0.1 299,471 0.1 309,082 0.1
TOTAL DEFICIT() / SURPLUS(+) -3,011,810 -0.9  -9,739,160 -2.9  -7,906,061 -2.3 -8,136,676 2.2 -5423,409 1.4
NET FINANCING 3,011,810 0.9 9,739,160 2.9 7,906,061 23 8,136,676 2.2 5,423,409 1.4
CHANGES TO DEPOSIT BALANCE
2,245,544 0.7 934,124 0.3 694,152 0.2 613,368 0.2 602,573 0.2
8 Income from financial assets and borrowings 14,233,759 4.2 22,611,997 6.7 29,383,386 8.5 20,845,006 56 16,412,390 4.2
81 Loan disposals 513,061 0.1 553,484 0.2 187,441 01 211,315 0.1 214,315 0.1
82 Securities (other than shares) disposals 3,987,347 12 9,551,531 2.8 13,456,828 3.9 15,800,000 4.3 11,050,000 2.8
83 Shares and other equity disposals 859,658 0.3 526,500 0.2 287,923 01 113,001 0.0 115,000 0.0
84 Loan incurrencies 8,873,693 2.6 11,980,481 3.6 15,451,194 44 4,720,690 1.3 5,033,075 13
5 Expenses for financial assets and loan repayments 8,976,406 2.6 11,938,713 3.6 20,783,173 6.0 12,094,961 3.3 10,386,408 26
51 Loan acquisition 1,187,628 0.3 1,178,346 0.4 1,490,043 0.4 1,365,020 0.4 1,365,020 03
53 Shares and other equity acquisition 581,844 0.2 383,335 0.1 358,150 01 358,150 01 358,150 0.1
54 Loan repayments 3,196,831 0.9 5,151,691 1.5 11,913,954 3.4 2,288,307 0.6 4,817,148 1.2
55 Repayments of securities (other than shares) 4,010,103 1.2 5,225,341 1.6 7,021,026 2.0 8,083,485 2.2 3,846,090 1.0

Source: Ministry of Finance

54



Annex 4: Units of local and regional self-governin2@08 — 2012

Execution 2008 2009 plan 2010 projection 2011 projection 2012 projection
000 HRK % of GDP 000 HRK % of GDP 000 HRK % of GDP 000 HRK % of GDP 000 HRK % of GDP
TOTAL REVENUE (6+7) 17,873,109 5.2 16,202,417 4.8 16,683,278 4.8 17,491,156 4.7 18,441,168 4.7
6 Revenue 16,825,641 4.9 15,742,401 4.7 16,017,438 4.6 16,730,261 45 17,635,209 45
61 Revenues from taxes 10,079,406 2.9 9,844,228 2.9 10,023,111 29 10,518,917 2.8 11,170,182 2.8
62 Contributions 0 0.0 0 0.0 0 0.0 0 0.0 0 0.0
63 Grants 2,075,587 0.6 1,883,091 0.6 1,893,001 0.5 1,948,384 05 2,014,527 05
64 Property income 1,184,248 0.3 1,148,173 0.3 1,170,456 03 1,210,567 03 1,257,499 03
65 Revenues from sale of goods and services 3,398,076 1.0 2,780,022 0.8 2,842,178 0.8 2,959,505 0.8 3,095,233 0.8
66 Other revenue 88,324 0.0 86,887 0.0 88,691 0.0 92,888 0.0 97,768 0.0
7 Revenue from the sale of nonfinancial assets 1,047,469 0.3 460,016 0.1 665,840 0.2 760,895 0.2 805,959 0.2
71 Revenues from the sale of non-produced assets 449,410 0.1 294,000 0.1 435,000 0.1 505,000 0.1 525,000 0.1
72 Revenues from the sale of produced assets 598,059 0.2 166,016 0.0 230,840 0.1 255,895 0.1 280,959 0.1
74 Revenues from the sale of produced current assets 0 0.0 0 0.0 0 0.0 0 0.0 0 0.0
TOTAL EXPENDITURE (3+4) 17,860,553 5.2 16,202,269 4.8 16,828,157 4.8 17,623,350 4.8 18,576,469 4.7
3 Expense 13,697,135 4.0 12,934,095 3.9 13,436,143 3.9 14,064,259 3.8 14,776,088 3.7
31 Compensation of employees 3,225,415 0.9 3,315,010 1.0 3,461,556 1.0 3,618,970 1.0 3,781,734 1.0
32 Material expense 5,214,410 15 5,226,275 1.6 5,310,277 15 5,400,402 15 5,546,526 1.4
34 Financial expense 193,760 0.1 178,585 0.1 201,128 01 228,690 01 256,312 01
35 Subsidies 1,231,477 0.4 959,954 0.3 1,019,023 0.3 1,085,214 03 1,154,365 03
36 Grants 362,410 0.1 387,779 0.1 325,507 0.1 344,605 01 363,521 0.1
37 Compensations to citizens and households based on
insurance and other compensations 726,476 0.2 667,852 0.2 737,939 0.2 811,891 0.2 883,377 0.2
38 Other expense 2,743,186 0.8 2,198,640 0.7 2,380,713 0.7 2,574,487 0.7 2,790,253 0.7
4 Expense for the acquisition of nonfinancial assets 4,163,418 1.2 3,268,173 1.0 3,392,014 1.0 3,559,091 1.0 3,800,381 1.0
41 Expense for the acquisition of non-produced assets 333,336 0.1 185,000 0.1 214,666 01 239,307 0.1 275,158 0.1
42 Expense for the acquisition of produced fixed assets 3,354,645 1.0 2,679,735 0.8 2,729,344 0.8 2,839,842 0.8 3,006,065 0.8
43 Expense for the acquisition of precious metals and other
deposited valuables 183 0.0 220 0.0 220 0.0 220 0.0 220 0.0
44 Strategic inventories 0 0.0 0 0.0 0 0.0 0 0.0 0 0.0
45 Expense for additional investments in nonfinancial assets 475,253 0.1 403,218 0.1 447,784 0.1 479,722 0.1 518,938 0.1
TOTAL DEFICIT() / SURPLUS(+) 12,556 0.0 148 0.0  -144.879 00  -132,194 00  -135301 0.0
NET FINANCING -12,556 0.0 -148 0.0 144,879 0.0 132,194 0.0 135,301 0.0
CHANGES TO DEPOSIT BALANCE
94,452 0.0 -13,795 0.0 0 0.0 0 0.0 0 0.0
8 Income from financial assets and borrowings 637,146 0.2 493,670 0.1 642,093 0.2 659,407 0.2 689,514 0.2
81 Loan disposals 114,885 0.0 70,400 0.0 143,368 0.0 140,000 0.0 138,000 0.0
82 Securities (other than shares) disposals 307,207 0.1 150,000 0.0 150,000 0.0 150,000 0.0 150,000 0.0
83 Shares and other equity disposals 23,328 0.0 28,000 0.0 35,500 0.0 38,500 0.0 38,800 0.0
84 Loan incurrencies 191,726 0.1 245,270 0.1 313,224 01 330,907 0.1 362,714 0.1
5 Expenses for financial assets and loan repayments 555,250 0.2 507,613 0.2 497,213 0.1 527,213 0.1 554,213 0.1
51 Loan acquisition 121,525 0.0 152,520 0.0 125,520 0.0 131,020 0.0 136,520 0.0
53 Shares and other equity acquisition 63,683 0.0 48,400 0.0 38,000 0.0 43,000 0.0 49,000 0.0
54 Loan repayments 361,471 0.1 297,376 0.1 317,376 01 332,376 01 347,376 0.1
55 Repayments of securities (other than shares) 8,571 0.0 9,317 0.0 16,317 0.0 20,817 0.0 21,317 0.0

Note: includes 53 largest units (32 towns, 20 cmsnand the City of Zagreb)

Source: Ministry of Finance
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Annex 5: Consolidated general government 2008 2201

Execution 2008 2009 plan 2010 projection 2011 projection 2012 projection
000 HRK % of GDP 000 HRK % of GDP 000 HRK % of GDP 000 HRK % of GDP 000 HRK % of GDP
TOTAL REVENUE (6+7) 136,242,190 39.8 129,209,248 38.5 131,391,799 37.8 134,669,694 36.5 141,289,827 35.8
6 Revenue 134,710,393 39.4 128,334,774 38.3 130,408,250 37.5 133,580,884 36.2 140,154,154 35.6
61 Revenues from taxes 76,424,374 22.3 70,191,007 20.9 72,634,182 20.9 73,409,267 19.9 76,908,405 195
62 Contributions 40,703,484 11.9 40,771,078 12.2 41,387,040 11.9 43,351,319 11.7 45,904,497 116
63 Grants 566,170 0.2 1,050,058 0.3 1,097,929 0.3 1,056,987 03 1,093,736 03
64 Property income 6,398,541 19 6,902,205 2.1 5595114 16 5,805,001 16 5,973,770 15
65 Revenues from sale of goods and services 9,896,381 2.9 8,704,004 2.6 9,000,411 2.6 9,263,057 25 9,510,726 2.4
66 Other revenue 721,443 0.2 716,421 0.2 693,573 0.2 695,253 0.2 763,019 0.2
7 Revenue from the sale of nonfinancial assets 1,531,797 0.4 874,475 0.3 983,549 0.3 1,088,810 0.3 1,135,674 0.3
71 Revenues from the sale of non-produced assets 647,306 0.2 392,945 0.1 495,000 0.1 561,400 0.2 577,000 0.1
72 Revenues from the sale of produced assets 877,106 0.3 478,836 0.1 488,549 0.1 527,410 0.1 558,674 0.1
74 Revenues from the sale of produced current assets 7,385 0.0 2,694 0.0 0 0.0 0 0.0 0 0.0
TOTAL EXPENDITURE (3+4) 139,241,444 40.7 138,948,260 41.4 139,442,740 40.1 142,938,564 38.7 146,848,538 37.2
3 Expense 130,355,989 38.1 132,003,632 39.3 132,738,598 38.2 135,868,580 36.8 139,700,431 354
31 Compensation of employees 25,095,301 7.3 25,781,231 7.7 26,152,356 7.5 26,800,000 7.3 27,799,772 7.1
32 Material expense 17,226,121 5.0 16,353,183 4.9 16,153,861 4.7 16,564,083 45 16,929,500 4.3
34 Financial expense 5,804,309 1.7 5,847,379 1.7 6,969,706 20 7,232,638 20 7,503,880 1.9
35 Subsidies 8,130,050 24 8,035617 24 7,198,724 21 7,461,928 20 7,617,038 1.9
36 Grants 2,140,317 0.6 2,381,548 0.7 1,894,216 0.5 1,790,894 05 1,842,017 05
37 Compensations to citizens and households based on
insurance and other compensations 60,862,789 17.8 64,456,365 19.2 65,274,802 18.8 66,417,477 18.0 68,020,825 17.3
38 Other expense 11,097,100 3.2 9,148,308 2.7 9,094,934 26 9,601,561 26 9,987,399 25
4 Expense for the acquisition of nonfinancial assets 8,885,456 2.6 6,944,628 2.1 6,704,142 1.9 7,069,984 1.9 7,148,107 1.8
41 Expense for the acquisition of non-produced assets 852,902 0.2 518,358 0.2 485,486 01 488,065 0.1 564,782 0.1
42 Expense for the acquisition of produced fixed assets 7,176,244 2.1 5,700,569 1.7 5,460,791 16 5,758,190 16 5,720,665 15
43 Expense for the acquisition of precious metals and other
deposited valuables 10,309 0.0 4,758 0.0 4,075 0.0 14,535 0.0 4,641 0.0
44 Strategic inventories 86,829 0.0 2,000 0.0 27,000 0.0 30,000 0.0 30,000 0.0
45 Expense for additional investments in nonfinancial assets 759,172 0.2 718,944 0.2 726,790 0.2 779,193 0.2 828,019 0.2
TOTAL DEFICIT() / SURPLUS(+) -2,999,254 -0.9  -9,739,012 -2.9  -8,050,941 -2.3  -8,268,870 2.2 5558711 1.4
NET FINANCING 2,999,254 0.9 9,739,012 2.9 8,050,941 23 8,268,870 22 5558711 1.4
CHANGES TO DEPOSIT BALANCE
2,339,996 0.7 920,329 0.3 694,152 0.2 613,368 0.2 602,573 0.2
8 Income from financial assets and borrowings 14,870,905 4.3 23,105,667 6.9 30,025,479 8.6 21,504,413 58 17,101,904 43
81 Loan disposals 627,946 0.2 623,884 0.2 330,809 01 351,315 0.1 352,315 0.1
82 Securities (other than shares) disposals 4,294,554 1.3 9,701,531 2.9 13,606,828 3.9 15,950,000 4.3 11,200,000 2.8
83 Shares and other equity disposals 882,987 0.3 554,500 0.2 323,423 01 151,501 0.0 153,800 0.0
84 Loan incurrencies 9,065,419 2.6 12,225,751 3.6 15,764,419 45 5,051,597 14 5,395,789 1.4
5 Expenses for financial assets and loan repayments 9,531,656 2.8 12,446,326 3.7 21,280,386 6.1 12,622,174 3.4 10,940,621 28
51 Loan acquisition 1,309,153 0.4 1,330,866 0.4 1,615,563 0.5 1,496,040 0.4 1,501,540 04
53 Shares and other equity acquisition 645,527 0.2 431,735 0.1 396,150 01 401,150 01 407,150 0.1
54 Loan repayments 3,558,302 1.0 5,449,067 1.6 12,231,330 35 2,620,682 0.7 5,164,523 13
55 Repayments of securities (other than shares) 4,018,674 1.2 5,234,658 1.6 7,037,343 2.0 8,104,302 2.2 3,867,408 1.0

Source: Ministry of Finance
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