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FOREWORD

Unfavourable economic movements caused by globaln@ial crisis continued in 2012. Gross domestic
product of the Republic of Croatia recorded, for fburth year in a row, the real decline of 2 petcén
such circumstances, the budgetary policy was dideimiwards the elimination of negative pressuras fine
economy, which, due to a difficult economic sitaati but also due to failing to take necessary refor
activities, were reflected on the budget revenuesexpenses of previous years. The budget polityitsc
was directed, during the year, towards the adjustroé the fiscal policy with real possibilities dhe
economy and towards the creation of the conditfonshe recovery in the subsequent years. It wagldd
that the budgetary policy should operate throughdéwvings on the expense side and by changingathe t
policy on the revenue side. Stronger adjustmeriuafget expenses with the collected revenues ratjaire
shift regarding specific expense policies as welthee aspiration to halt the lack of tax disciplimieich had
been tolerated until then.

During the year, the Government of the Republi€afatia changed the legal framework which proviftied
the implementation of reforms the main goal of whigas the creation of entrepreneurship climate agind
possibilities for loyal market competition. The qoatition was tried to be encouraged by undertakartpin
measures on both the revenue and expense side, Wrugate of contribution for mandatory health
insurance was reduced as well as some non-taxs|eai@ the entrepreneurs were given a possibifity o
decreased tax base for reinvested profit. On therdtand, in cooperation with the Croatian NatidBahk
and commercial banks, economy development programveee adopted, the purpose of which was to try to
help entrepreneurs in settling their liabilitiesveads the creditors, as well as to promote moreifstgnt
investment activities. In addition, the Act on Istirment Promotion and Development of Investment &ém
was adopted, primarily for manufacturing-processiotvities, development-investment activities, ibass
support, high value-added services and touristidies.

In terms of the tax policy, the reform of shiftittge tax burden from labour to consumption and pmtypeas
continued, with an aim to increase the labour cditipe, to preserve potential growth and to create
preconditions for positive changes on the labourketa The activities directed towards the increafstax
discipline and the collection of tax revenues tiglolnew measures of combating the grey economy
continued to be carried out.

One of the main elements of the fiscal policy attiin 2012 was the reduction of government constimnp
Certain measures were carried out on the expeerdiide of the budget which reflected the need dstefr
offsetting of fiscal imbalances and the need foovjating the sustainable level of financing in still
unfavourable financial and economic conditions. Téféciency of public consumption was getting
strengthened by applying a differential approacth@mbudget funds spending. In the area of socidflare,
health and pension systems, certain measures &gateccout, necessary for providing fiscal sustiailits.

In addition, the multi-annual structural challengesre also addressed, as for example the shipbgildi
industry, with an aim to improve sector competitiges and sustainability in the long term.

A detailed analysis of trends in the field of paldinances of the Republic of Croatia in 2012 issgnted in
the follow-up of the document for the purpose afrpoting the dialogue on fiscal policy.
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1. MACROECONOMIC DEVELOPMENTS IN 2012
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1.1 INTERNATIONAL ENVIRONMENT

Slowdown of the global economic growth, which sdrin 2011, continued during 2012. The growth of
global economy amounted to 3.2 peréeént2012, which is 0.8 percentage points lower tia011. The
developed economies recorded the economic growth.2fpercent, while the growth of the developing
countries amounted to 5.1 percent. Among major ldgeel economies, the real growth of gross domestic
product of the USA was speeded up to 2.2 perce0i?, while the real growth of gross domestic pabd

of Japan amounted to 2.0 percent. The growth oktlope of the global trade significantly slowed dow
during 2012 to 2.5 percent.

After two consecutive years of the economic agtigtowth, during 2012 negative movements in the
European economy were recorded again. Real grasesiic product was lowered by 0.4 percent in the
European Union, and 0.6 percent in the Eurozone. ddtrease in domestic consumption, particularly in
gross investments in fixed capital and househodshdimg as well as the change in inventories, domted to

the decrease in gross domestic product, while dimeribution of net foreign demand was positive. iDgr
2012, the slowing down of inflation was recorde@ &t percent in the European Union and 2.5 peiicghie
Eurozone. Considering the most important Croatiading partners, Germany and Austria continued thei
economic growth in 2012, although following slowdynamics, while in Italy and Slovenia negative
movements were recorded. The real growth of grossedtic product of Germany amounted to 0.7 percent
in 2012 and was primarily based on positive coatidn of net export, while the growth of Austrian
economy amounted to 0.9 percent. In 2012, Italpneked real decrease in gross domestic productdof 2.
percent, and Slovenia of 2.5 percent, with thensfrdecrease in domestic consumption, particularly i
household consumption and investments, having iboméd to it the most.

Table 1.1. International environment — macroeconont indicators
2008 2009 2010 2011 2012

Real GDP growth, %

World 2.8 -0.6 5.2 4.0 3.2
European Union 0.4 -4.5 21 16 -0.4
Austria 14 -3.8 18 2.8 0.9
Italy -1.2 -5.5 1.7 0.4 2.4
Germany 11 5.1 4.2 3.0 0.7
Slovenia 3.4 -7.8 1.2 0.6 -2.3
Euro area 0.4 -4.4 2.0 15 -0.6

Inflation rate, %

European Union 3.7 1.0 2.1 3.1 2.6
Euro area 3.3 0.3 1.6 2.7 25
Qil prices growth, % 36.4 -36.3 27.9 31.6 1.0

Source: Eurostat, International Monetary Fund

The index of primary commodity pricesn the global market recorded a decrease of 3c2pein 2012.

! International Monetary Fund, World Economic Oulpépril 2013
2 Source: International Monetary Fund
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The decrease in prices of metals (-16.8 percemt)immprices of agricultural raw materials (-12.7qant)
contributed the most to the decrease in pricesiofgsy commodities, while only the prices of *aperated
towards the increase in prices of primary commeditiOil prices were increased by 1.0 percent in
comparison to 2011, that is, from USD 104.0 perddan 2011 to USD 105.0 per barrel in 2012.

1.2 REAL SECTOR

Following the stagnation in 2011, during 2012 thexlghe in economic activity was again recorded in
domestic economy. Negative movements were alsatezgd at the majority of high-frequency indicators
such as industrial production, retail trade andstwction, while tourism continued to register posi
results. Unfavourable movements on the labour martetinued during 2012. The average inflation was
accelerated during 2012, primarily due to the iasesin energy and food prices.

1.2.1 Gross Domestic Product

Real decrease in gross domestic product amount2d tpercent in 2012. This was a result of the yealt-
on-year decrease in GDP of 1.1 percent in the fjtgtrter, of 2.5 percent in the second quarter].of
percent in the third quarter and of 2.3 percerthinlast quarter of 2012. Nominal gross domestixpct
amounted to HRK 330,232 million in 2012, which regents the stagnation in comparison to 2011, winde
increase in deflator of gross domestic product artenito 2.0 percent. Croatian GDP per capita was, i
2012, at the level of 61 percent of the gross démesoduct of the European Union, which is the saams
the previous year.

Figure 1.1. Real Gross Domestic Product Year-on-Yed&rowth
9.0
7.0
5.0
3.0 -
1.0 +

-1.0 e B - R - - - - S

-3.0 e

5.0 ekl

=7 .0 Al

-9.0

=X

Source: Croatian Bureau of Statistics

3 Average oil price is calculated as an averagerinkp of raw oil of the U.K. Brent, Dubai and Wesix&@s Intermediate type;
source: International Monetary Fund
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1.2.2 Expenditure Side of Gross Domestic Product

In 2012, all components on the expenditure sidgros domestic product, except the export of g@ods
services, recorded a real decrease in comparis@01b. The biggest year-on-year decrease, as wel a
two previous years, came from gross investmentixad capital (-4.6 percent), followed by household
consumption (-3.0 percent), import of goods andvises (-2.1 percent), consumption by non-profit
institutions that serve households (-1.2 percentj government consumption (-0.8 percent), while the
export of goods and services was, in comparisquréwious year, 0.4 percent higher. In 2012, thedref
negative contribution of domestic demand to thengban gross domestic product continued, as welhas
positive contribution of net foreign demand.

The biggest contribution to the decrease in domektimand came from the household consumption (-1.8
percentage points), which is followed by the cdmition of gross fixed capital formation (-0.9 perEme
points), which has been registering continuouslyatige contributions since 2009. The contributiohghe
changes in inventories, government consumption emgsumption by non-profit institutions serving
households, were minor (-0.3, -0.2 and 0.0 pergenfmints, respectively). Positive contribution naft
foreign demand to the change of gross domesticustodmounted to 1.1 percentage point, which had
derived from the positive contribution of the impof goods and services (0.9 percentage pointsyelisas

the export of goods and services (0.2 percentagespo

Figure 1.2. Contributions of Individual Componentsto Gross Domestic Product Growth

12

[Eny
o

percentage points
0 o AN ODN MO @

=
-

2008 2009 2010 2011 2012

o
o

=
N

m Final consumption expenditure 1 Gross fixed capital formation m Changes in inventories u Net exports

Source: Croatian Bureau of Statistics

1.2.3 Production Side of Gross Domestic Product

Total gross value added recorded a real decreag®b6qgbercent in 2012. The biggest contributionhe t
decrease in gross value added in 2012 came fromethection of gross value added in manufacturing,
mining, quarrying and other industries (-4.9 petgeronstruction (-11.4 percent) and retail and Mebale
trade, transportation, storage, accommodation faod service activities (-2.4 percent). On the pthend,
the contribution to the increase in total grossigadded came from the real increase in gross ealded in
the activities of public administration and defenegucation, health care and social care (0.7 pgraad in
professional, scientific, technical, administratared support service activities (1.0 percent).

8
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Figure 1.3. Real Growth of Gross Value Added by Adtities
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Industrial Production

In 2012, the reduction in industrial production5o5 perceritwas recorded, which accelerated the decrease
in industrial production by 4.3 percentage pointsamparison to 2011. The reduction in productro2012
was registered in all five industrial groups. Thggest contribution to the reduction in industpabduction
came from the production of intermediate goods,cWhwvas reduced by 9.3 percent, followed by the
production of capital goods (-7.9 percent) and gyngroduction (-3.9 percent). The production ofathle
consumer goods was reduced by 5.3 percent in 20ik the production of non-durable consumer goods
was reduced by 1.3 percent. Considering the aesyithe manufacturing industry, which has thedatg
share in total industrial production (80.0 percecvntributed the most to the reduction of totaldurction in
2012, recording a decrease of 5.1 percent. Minmyquarrying was reduced by 15.7 percent at a gear-
year level, while the electricity, gas, steam amecanditioning supply recorded a decrease of Z&@nt.
The analysis of production activity by single sewtbf activities shows that the biggest contribmtio the
reduction in total industrial production in 2012veafrom the reduction in the production of machynand
equipment (-30.0 percent), extraction of crude gdetrm and natural gas (-14.7 percent), productibn o
electrical equipment (-14.2 percent) and manufaggwvood and cork, except the furniture; productadn
products made of straw and wickerwork materialg.#Ipercent). The increase in the production ofcbas
pharmaceutical products and pharmaceutical prépasat(+21.0 percent) contributed the most to the
increase in the industrial production in 2012.

Construction

Negative movements in the construction industrytiooed in 2012. The calendar-adjusted construction
works index recorded a reduction of 9.7 perceniclwvis an acceleration of the decrease in compariso
the previous year. The reduction in total numbessiied building permits of 13.2 percent, in coriguar to
2011, was also recorded.

Retail Trade

In 2012, the turnover of the retail trade recordad¢ording to calendar-adjusted indexes, a nominal
reduction of 0.9 percent and a real reduction 8fpgrcent in comparison to 2011. The original ireeshow
that the most significant contribution to the retitue in nominal turnover of the retail trade in 20éame
from the decrease in the turnover of motor vehjctgker retail trade in specialized stores and ftbm
turnover of textile, clothing, footwear and leatlgeods, while the increase in the turnover in noeeglized

* According to working-day adjusted (calendar-adjdyindexes.
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stores with mostly groceries contributed the moghe lessening of the decrease in nominal turnof/ére
retail trade.

Tourism

In 2012, a record number of tourist arrivals an@raight stays was recorded. In total, there wer® 11
million tourist arrivals, which is an increase afd3ercent in comparison with 2011. Total number of
overnight stays was realized at the level of 62illiam, recording an increase of 4.0 percent in panison

to 2011. In 2012, there were 5.3 overnight stayawsarage per tourist arrival, which is the samimdise last
two years. Foreign tourists contributed solelyhig increase in physical indicators in 2012; thastipipated
with 87.6 percent in total number of arrivals andhwd1.7 percent in total number of tourists' oweghnt
stays. More precisely, the foreign tourist arrivaisre increased by 4.5 percent in 2012, and theedben
tourist arrivals were reduced by 4.1 percent, wtiike foreign tourist overnight stays were increasgd.1
percent and those of domestic tourists were redbge@.8 percent. Regarding the structure of foreign
tourists' overnight stays, tourists from Germamgvailed (24.2 percent), followed by tourists frolov@nia
(10.8 percent), Austria (8.9 percent), Italy (7€rgent), and the Czech Republic (7.9 percent).0h22
revenues from tourism amounted to EUR 6.9 billiowl,ain comparison to 2011, were increased by 3.7
percent.

1.2.4 Labour Market

Weak economic activity during 2012 influenced tloatuation of unfavourable movements on the labour
market. The average number of registered unemplpgegple in 2012 amounted to 324,323, which is for

18,990 persons or 6.2 percent more than in 2011202, the average number of employed persons
amounted to 1,395,116 and was reduced by 16,12R1opercent, primarily due to the reduction in the

employment in the manufacturing industry, constarct and trade. The average administrative

unemployment rate was increased from 17.8 perce2@1l to 18.9 percent in 2012.

According to the data of the labour force surveg, working age population amounted to 3,794,2568quex

in 2012, 45.3 percent of which were working or ey seeking work, that is, they may be classifhad
labour force. In comparison to the 2011 surveyltesthe working age population was increased h9ad
persons, while the labour force category was radiuge 6,500 persons. In 2012, the average number of
employed people was 1,445,750, which is the rednaf 46,500 in comparison to 2011, while the agera
number of unemployed people amounted to 271,75@hnils an increase of 39,500. The average survey
unemployment rate amounted to 15.8 percent in 2@t2ch is an increase of 2.4 percentage points in
comparison to 2011.

10
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Figure 1.4. Labour Force Survey and AdministrativeUnemployment Rate
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Source: Croatian Bureau of Statistics

In spite of their nominal increase, in 2012, thentt of real wage reduction continued. The averagssg
wage amounted to HRK 7,875 in 2012, and was ineceéy 1.0 percent in comparison to 2011, while the
average net wage amounted to HRK 5,478, which isnarease of 0.7 percent. The elimination of the
influence of inflation shows that the average gneage was reduced in real terms by 2.3 percentnend
wage by 2.6 percent in 2012. The highest gross svag€012 were registered in financial and insueanc
activities, while the lowest gross wages were teggsl in administrative and support service ao#isit

1.2.5 Prices

The average inflation measured by the consumeegiitdex amounted to 3.4 percent in 2012, whiamis
acceleration of 1.1 percentage point in comparigo8011. The inflation movement in 2012 was, to the
greatest extent, under the influence of changegAf systeni, adjustments of administrative prices of
electricity and gdsand raise in prices of non-processed food produanised by draught and raise in prices
of food raw materials on the global market. Thirg energy and food prices gave the most significant
contribution to the rise in prices during 2012. Kl@recisely, the energy prices (with the share ©8 1
percent in the consumer basket) were increase® Bypkrcent in 2012, contributing to the rise insaomer
prices with 1.8 percentage points. The increaselégtricity prices (16.4 percent) and gas priceb.32
percent) had the most significant influence onitlueease of this price category in 2012. The foddes,
which have the biggest share in the consumer b#28&€et percent), contributed to the increase irsaorer
prices with 1.0 percentage point in 2012, whichnsincrease of 3.9 percent in comparison to 201ktlgn
due to the increase in prices of meat of 5.9 perdénve exclude the energy and food prices from th
consumer prices index, consumer prices in 2012 wereased by only 1.0 percent. Core inflation, alhi
does not include the prices of agricultural prodwtd administered prices, amounted to 1.9 peic@it12.

5 Since March 1, 2012, the general VAT rate has hieereased from 23 percent to 25 percent, whilthatsame time, the lower
VAT rate of 10 percent has been introduced foraderjoods and services (eatable oils and fats,rwiaiesery, sugar and children
food).

8 Electric power and gas prices for households heen increased since May 1, 2012.

11
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Figure 1.5. Growth of Consumer Prices Index
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1.3 INTERNATIONAL SECTOR

The reduction in domestic demand influenced furttwerection of foreign-trade imbalances of the ¢oun
In 2012, the reduction in the current account defic the balance of payments was recorded, priyndue
to positive movements on the services account ameduction of deficit on the goods account. Nébwas
of foreign capital were modest during 2012. Therage kuna/euro exchange rate remained stable diagor
a slight depreciation in comparison to 2011.

1.3.1 Balance of Payments

In 2012, for the fourth consecutive year, the réidaucof disequilibrium on the balance of payments
continued. The current account deficit on the bagaof payments amounted, according to the prelirpina
data, to EUR 26 million in 2012, which represehes teduction by EUR 362 million or 93.4 percent.

Expressed as a percentage of GDP, the current tcdeficit on the balance of payments was 0.1 perog
GDP, which was 0.8 percentage points less tharOii.2The increase in positive balance on the sesvic
account, for EUR 234 million or 3.8 percent in camgon to 2011, had the most significant influeanghe
reduction of the current account deficit on theabak of payments in 2012. After the increase iiciiéh
2011, the goods account recorded favourable movisner2012. More precisely, the deficit on the good
account was reduced by EUR 106 million or 1.7 petrcevhich had derived from the reduction in goods
expenses (-0.4 percent) and increase in goodsuesdl.4 percent). The deficit on the income actwas
reduced during 2012 by EUR 34 million or 2.2 petcé&n the same time, there was a reduction in sisrph
the balance of current transfers by EUR 13 millawnl.1 percent. The coverage of import of goods and
services by export of goods and services amountd®2.0 percent in 2012, and, in comparison to 2211
was increased by 1.8 percentage points.
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Figure 1.6. Balance of Payments Current Account
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Net inflows of foreign capital were modest durir@l2. On the financial account of the balance ohpayts
there was a net inflow of EUR 548 million recorde®012, which represents a reduction of 70.4 perice
comparison to 2011. The reduction is a consequehpet outflows on the account of other investmarfts
EUR 2.4 billion, to which the fact that banks wegducing the foreign debt contributed the most. iNgbw

of EUR 1.7 billion was registered on the portfdliwestments balance, which was the result of theaaisce
of government bonds and bonds of several compantéke net inflow of EUR 1.2 billion was registered
the direct investments balance. Net errors and sioms amounted to EUR -507 million in 2012, while
international reserves were increased by EUR 4komil

1.3.2 Foreign Trade in Goods

Total value of the export of goods was HRK 72.4idsil and that of the import of goods was HRK 121.9
billion in 2012. The export of goods recorded aaréase of 1.6 percent, while the import of goods wa
increased by 0.7 percent in 2012. Foreign-tradiciti@fas lowered by 0.6 percent in 2012, in congamito
2011, amounting to HRK 49.5 billion. The coveradé¢he import of goods by the export of goods wagt59
percent in 2012, which is 0.5 percentage pointednighan in 2011.

The largest contribution to the increase in expor2012 came from the production of coke and refine
petroleum products (12.2 percent), and from crop larestock production, hunting and service adteit
linked with them (35.7 percent), while the redustio the production of other transport equipmenBiyl
percent acted in the opposite direction.

Categories that contributed the most to the ineréaghe import of goods in 2012 were the produrctd
other transport equipment (64.2 percent), prodactbfood products (12.4 percent), extraction afder
petroleum and natural gas (6.2 percent) and etégtrgas, steam and air-conditioning supply (2&8cent).

Considering the structure of the export of goodsdwyntries, the following countries had the largdwtre in
the total Croatian export of goods in 2012: Ital.@ percent), Bosnia and Herzegovina (12.8 pexcent
Germany (10.2 percent), Slovenia (8.6 percent) Austria (6.5 percent). With regard to exports ie th
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abovementioned countries, as compared to 201le thas an increase in the export of goods to Austria
(16.1 percent), Slovenia (5.4 percent), Bosnia dedzegovina (5.8 percent) and Germany (2.6 percent)
while the export to Italy was reduced by 1.4 petc&he export to the European Union states repteden
58.2 percent of the total Croatian export of good2012 and it was decreased by 1.2 percent in aosgn

to 2011, while the import from the European Unidates represented 62.5 percent of the total import,
recording an increase of 1.8 percent in comparis@®11.

1.3.3 Foreign Direct Investments

Total stock of foreign direct investments in Craatit the end of 2012, was at the level of EUR bél@®n.

In 2012, EUR 1.1 billion were invested in Croatidjich is 4.3 percent less than the previous yeat.dd
total investments in 2012, the largest part retene equity investments, which amounted to EUR 870
million. The retained earnings amounted to EUR d®8on, while other investments recorded a netowf

of funds in the amount of EUR 2 million. Regardihg structure of foreign direct investments in Gieoay

the country of origin, the majority of investmenis 2012 came from Austria (EUR 664 million),
Luxembourg (EUR 171 million) and Turkey (EUR 121llion). As observed by activities, in 2012, the
largest amount was invested in real estate ae®/i(EUR 164 million), wholesale trade and trade
intermediation (EUR 125 million), and recreatioralltural and sport activities (EUR 112 million).

1.3.4 External Debt

At the end of 2012, the total external debt amaditbeEUR 44.8 billion. Expressed as a percentagelP,
external debt was at the level of 102.1 percenGBiP, which is a decrease of 1.2 percentage points
compared to 2011. In 2012 the external debt deedehg EUR 1.0 billion or 2.3 percent in comparison
2011. In 2012, the decrease in external debt wawrded in the external debt of credit institutiomsthe
amount of EUR 2.2 billion, and in the external debbther sectors, in the amount of EUR 497 milli@m

the other hand, the increase in external debt gutii2 was recorded in the government’s externiat, die

the amount of EUR 1.4 billion and in the debt ofnanship-related companies through foreign direct
investments in the amount of EUR 298 million. Cdesing the external debt structure, the largestesima
the total external debt of the Republic of Croatinthe end of 2012, was held by domestic sec#89(
percent), followed by banks (20.9 percent), govesnin§18.6 percent) and the debt incurred on thés lodis
foreign direct investments (16.6 percent).

14



REPUBLIC OF CROATIA
MINISTRY OF FINANCE
ANNUAL REPORT FOR 2012

Figure 1.7. Croatian Foreign Debt Structure by Domstic Sectors
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1.3.5 Foreign Exchange Rate

The average annual exchange rate of kuna agairstagounted to 7.52 HRK for 1 EUR in 2012, which
represents a depreciation of 1.1 percent in cormpario the previous year. Depreciation pressurethen
exchange rate of kuna against euro, that appearde ifirst half of the year, were stabilized bg ttentral
bank, the Croatian National Bank - CNB, througtefgn exchange interventions and through the inergas
the reserve requirement rate. In four foreign ergeainterventions carried out in the first halftbé year,
total amount of EUR 724.4 was sold to commercialkisaIn the third quarter of 2012, there were usual
appreciation pressures on the domestic currencliaexye rate encouraged by seasonal reduction in kuna
liquidity, so the CNB intervened on the foreign leange market by repurchasing EUR 58.1 million.hie t
last quarter, there were some slight depreciati@sgures due to seasonal current account deficih@n
balance of payment. The exchange rate of kuna stgaimo at the end of the period was increased &3
kuna for 1 euro by the end of 2011 to 7.55 kunalfeuro by the end of 2012, which represents degiiec

of 0.2 percent.

The average annual exchange rate of kuna againsiolUk8 was 5.85 kuna for 1 US dollar in 2012, and,
comparison to 2011, it recorded a depreciation.bfgercent, while the exchange rate at the enddf 2
amounted to 5.73 kuna for 1 US dollar, which repnés an appreciation of 1.6 percent in compariedhe
end of 2011.
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Figure 1.8. Midpoint Exchange Rate of Kuna againsiEuro and Croatian National Bank Foreign
Exchange Interventions in 2012
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1.4 FINANCIAL SECTOR

Monetary and credit aggregates in 2012 reflectecctntinuation of unfavourable movements in reatse
of the economy. Credit activity significantly slosvelown during 2012, in spite of the high liquidiby
domestic financial system. The money market in 2048 characterized by a low turnover and low irsiere
rates. There was a decline of the total turnovgistered at the capital market, along with almasthanged
values of stock-exchange indexes and the increasaue of bond index.

1.4.1 Monetary Developments

The high liquidity of domestic financial system ¢tioned during 2012, and it was supported with an ai
inducing the spill-over of the surplus of free mtamg assets of banks, to the greatest possiblatexiéo the
revival of credit activity. Depreciation pressumsthe exchange rate of kuna against euro, whichrosd

in the first half of the year were stabilized by t&€NB through foreign exchange interventions and an
increase in the reserve requirement rate from Xdepéto 15 percent in January. However, in Agrére
was a new liquidity relief which was the resulttbe reduction in the reserve requirement rate fid&m
percent to 13.5 percent, the purpose of which wasftuence commercial banks to, in cooperatiorhwit
HBOR, direct these funds, under more favourablalitimms, towards the stimulation of economic reagve

In the third quarter of 2012, there were usual epigtion pressures on the domestic currency exeheatg,
stimulated by seasonal reduction in kuna liquiditythe CNB intervened on the foreign exchange etdrk
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repurchasing euro. Gross international reserveheofCNB amounted to EUR 11.2 billion by the end of
2012, which is an increase of EUR 41 million or petcent in comparison to 2011.

Money supply (M1) amounted to HRK 52.8 billion betend of 2012 and it recorded an increase of HRK
846 million or 1.6 percent, which is 5.9 percentagints lower in comparison to 2011. Total domestic
currency and foreign currency savings and time siégpavith credit institutions amounted to HRK 193.2
billion at the end of 2012, and, in comparison @12, were increased by HRK 6.2 billion or 3.3 patce
which is an acceleration of 2.9 percentage pointsdmparison to 2011. This increase of total deposi
derived from the increase in foreign currency déppdy HRK 8.2 billion or 5.6 percent, while kuna
deposits were decreased by HRK 2.0 billion or £&ent.

As observed by sectors, the increase in total dispass primarily the consequence of the increasthe
deposits of households, while the largest decrigagdeposits was registered in non-financial comganThe
broadest monetary aggregate M4, referring to t@ald assets, recorded an increase of HRK 8.1ohilbr
3.2 percent in 2012, which is an acceleration 6fdercentage points in comparison to the last yHae.
largest contribution to the increase in total ldj@ssets came from the foreign currency deposhs. T
increase in domestic deposits and reduced cretititgeenabled commercial banks to use free askets
settling foreign debts, which resulted in the imgnment of their net foreign position.

Figure 1.9. Monetary aggregate M4

300
275
250
225
200 -
175 4
150 -
125 4
100

HRK billion

RIS SRR S e e

N N
Vv v

m Bonds and money market instruments Foreign currency deposits m Kuna deposits Money (M1)

Source: Croatian National Bank

High liquidity of the banking system during 2012sn@ot used for the intensification of credit adfiviviore
precisely, total loans of credit institutions amtathto HRK 284.2 billion at the end of 2012, which
represents a reduction of 2.4 percent in compats@011. The increase in loans in 2012 was recboudy

in the government sector, while the loans to hooisishand companies, which together participated wit
over 80 percent in total credits, recorded a deere@hus, the largest contribution to the reductiototal
loans of credit institutions in 2012 came from ledaa companies, which were decreased by 11.2 geircen
comparison to 2011. The loans to households watecesl by 1.4 percent in 2012, whereby the largest
contribution came from the decline of loans forsc&B0.1 percent) and housing loans (-0.6 percengns

to the central government were increased by 17rdepéin 2012, but it should be emphasized thahtak
over credit liabilities of the shipyards partly halimpact on the movement of the loans to the mowent.
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Figure 1.10. Year-on-year Growth of Loans to Compaies and Households
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1.4.2 Money Market

Considering the high liquidity of the financial $s throughout the whole year, the interest rateshe
Zagreb Money Market in 2012 remained at low levéigerage interest rate amounted to 1.58 percent in
2012, which is 0.34 percentage points higher in gamson to 2011. The beginning of 2012 was
characterized by volatility of interest rates. Thile biggest average monthly interest rate in 2013.52
percent, was registered in February, followed byeduction until May, when it registered the lotesel

of 0.91 percent. After that, in the period up t@teeber, there was an increase of the average iyonth
interest rate up to the level of 2.21 percent dmh tthe reduction in the remaining three month20df2.
Besides the low interest rates, during 2012, tive fornover on the Zagreb Money Market was also
registered. More precisely, the average monthipauer of kuna amounted to HRK 1.2 billion in 2012,
recording the increase of 9.2 percent in comparie@911.

1.4.3 Capital Market

In 2012, the Zagreb Stock Exchange recorded thectieah in the total turnover (regular and blocldenby
34.9 percent, to the level of HRK 3.9 billion. Tlaegest contribution to this reduction came frongatéese
movements on the stock market since the declimegular turnover of stocks of 44.3 percent wassteged

to the level of HRK 2.9 billion. Stock index of tlz@agreb Stock Exchange, CROBEX, at the end of 2012,
amounted to 1,740 points, the same as at the eR@1df. Stock index CROBEX 10, which includes shares
with the highest market capitalisation and turnpvecorded a slight reduction, of 0.5 percent. Mark
capitalization of shares was reduced by 2.2 perce@012. In 2012, regular bond turnover amounted t
HRK 285.3 million and it recorded an increase of .6Qoercent in comparison to 2011. Bond index CREBI
was increased by 13.7 percent in 2012, from 91diidtp at the end of 2011, to 103.75 points at ek @&f
2012. Market capitalization of bonds registereditiveease of 14.6 percent in 2012.

18



REPUBLIC OF CROATIA
MINISTRY OF FINANCE
ANNUAL REPORT FOR 2012

Figure 1.11. Movement of Zagreb Stock Exchange Inde
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2.1 FISCAL POLICY IN 2012°

Fiscal trends in 2012 were marked with the contiona of multiannual unfavourable economic
developments that affected both the revenue andnmep side of the budget. Since there were the
parliamentary elections held at the end of 2011th@nfirst three months of 2012 there was a temgora
financing in force. After the formation of the n&wovernment, the budget preparation process beghiman
February the plan for 2012, as well as the prapestifor 2013 and 2014, was adopted. However, dihiag
year, the worsening of macroeconomic conditionsilted in the reduction of macroeconomic projections
and in the amendments to the budget plan in Nove2®E2. By these amendments, the Budgetary Central
Government deficit was kept at the level of 3.4cpat of GDP, which was realized by the appropriate
increase in revenues and by redistribution of aertategories of expenses. The public debt rose #8.2
percent in 2011 to 53.7 percent of the GDP in 2012.

During 2012, the implementation of reforms and pthetivities the goal of which was to strengthea th
public finance quality on both the revenue side tiedexpense side of the Budgetary Central Govanhofe
the Republic of Croatia, continued. Regarding #nenue side of the Budgetary Central Government, in
2012 there were some reforms carried out within tdbeation system. Among these reforms, the most
important were the changes in the taxation of incomalue-added tax, and changes in the contribution
system, which will further be explained in the éeltup of this Chapter. In addition, during the ydhere
were some significant measures for combating teasiew carried out, especially in the part of better
collection of tax debts, whether of those fromieaeriods or current debts. Along with the clegnof the
taxpayer register (separation of active from inati the possibility of restructuring and pre-bankcy
settlements and of the write-off of stale debtsnesmther activities of forced collection were sgened,
which reflected through better execution of planbedget revenues and increase in the collecticotaf

tax revenues. With an aim to strengthen finandistigline, the list of tax debtors was publishediqcly
disclosed). In May 2012, the Government adoptedRegulation which forbids the reimbursement of
salaries without paying contributions.

Regarding other significant reforms carried ouR@12, the adoption of the Act of Financial Openagiand
Pre-Bankruptcy Settleménshould be pointed out. Its purpose was to tryirid the way for over-indebted
companies, that is, to enable them to establishidity and solvency, and to facilitate the access f
financing and further continuation of economic atfi along with the protection of the number ofopke
employed in these companies.

During 2012, the priorities in terms of the expesg of the budget, that were oriented towardditval
sustainability, were clearly determined. In thajanel, some significant savings were made on theresg
side in relation to the previous year, which arféected in the rationalization of all categoriesBafdgetary
Central Government expense, except for the interespense. In addition, it should be mentioned that
during the year, all liabilities from earlier ped®were paid or regulated by contracts.

" The Methodology of the International Monetary Fiadthe public finance statistics GFS 20@ogernment Finance Statistjcs
was used.
8 Official Gazette, number 108/2012 and 144/2012
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2.2 BUDGETARY CENTRAL GOVERNMENT REVENUE

In 2012, total revenues of the Budgetary CentraldBament were realized in line with the plannedsone
Along with the measures oriented towards the sthemjng of fiscal discipline that contributed tottbe
collection of the budget revenues, legal changeisartaxation policy also entered into force dutimg year.
Further adjustment of the Croatian legislation wiite EUacquis communautairalso had an influence on
the collection of budget revenues. The measurdghbasovernment of the Republic of Croatia caroet!
on the revenue side of the budget were orientedrsvthe redirection of the tax burden from labtmur
consumption, which created the preconditions fimimg entrepreneurship competitiveness.

According to the final data on the state budgetetien for 2012, total revenue of the Budgetary t€dn
Government amounted to HRK 109.6 billion, whichfas about HRK 500 million less than the planned
amount, that is, the budget was realized at thel lef/99.5 percent of the plan. In relation to hrevious
year, the revenues registered an increase of 2c@me while their share in the value of gross dstine
product was increased from 32.4 percent of GDRI120 33.2 percent of GDP in 2012.

Table 2.1. Revenues of the Budgetary Central Govenment in the 2010-2012 Period

2012 Index Index Index 2012/

(000 HRK) 2010 2011 Plan 2012 2011/2010f 2012/2011] 2012 Plan
1 REVENUE 107,466,351 107,069,670 110,057,903 109,558,928 9p.6 3102 99.5
11 Taxes 62,856,58 61,422,186 64,266,483 64,693/898 91.7 10b.3 0.710
111 Taxes on income, profits, and capital gains 87630 8,595,516 8,951,996 8,966,867 1130 104.3 100.2
1111 Payable by individuals 1,201,546 1,307)486 1238B, 1,269,526 108.8 97.1 98.9
1112 Payable by corporations and other enterprises ,407,684 7,288,030 7,668,146 7,697{342 113.7 10p.6 100.4
113 Taxes on property 443,983 448,480 390,762 397,136 1010 887 101.8
1134 Taxes on financial and capital transactions 9843, 448,48D 390,762 397,136 101.p 88|7 101.8
114 Taxes on goods and senices 50,980,160 50,244,06%2,784,11 53,205,019 98.9 105.9 100.8
1141 General taxes on goods and services 37,812,425 7,84782 40,581,333 40,778,865 100{1 104.7 100.5
11411 Value-added taxes 37,688,521 37,718,154 40,451,706 40,654,023 10p.1 1¢47.8 0051
11412 Sales taxes 123,90 129,672 129,6p7 126,841 104{7 91.8 97.9
1142 Excises 11,972,32 11,215,054 10,976,601 11,206,489 9B.7 99.9 1102
1144 Taxes on specific services 10,48¢ 30,996 32,560 30,444 295.6 98J2 935

Taxes on use of goods, permission to use goods of]
1145 perform activities 661,144 635,373 678,40 675,389 96J1 104.3 99.6
Other taxes on use of goods, permission to usegpod

11452 or perform activities 661,14 635,373 678,4P0 675,389 96[1 104.3 99.6
1146 Other taxes on goods and services 524,078 314,81 515,20« 513,843 98.2] 99.4 99.7
115 Taxes on international trade and transactions 644448 1,766,346 1,791,412 1,754,364 107.4 99.3 98.0
1151 Customs and other import duties 1,644,448 1566,3 1,791,01p 1,754,364 107.4 99.8 98.0
116 Other taxes 2,179,06 367,761 348,397 369,912 169 109.6 106.2
12 Social contributions 38,712,38 38,605,067 37,967,920 37,8451871 99.7 9B.0 7 99.
121 Social security contributions 38,712,342 38,6051 37,967,82p 37,845,871 99.1 98. 99.7
1211 Employee contributions 17,290,p52 17,304,315 317464 17,493,535 100.4 101. 99.8
1212 Employer contributions 20,783,571 20,686,181 287284 19,771,608 99.5] 95.6 99.7
1213 Self-employed or nonemployed contributions BB, 616,57D 608,148 580,427 96.6 9412 95.5
13 Grants 637,087 868,988 1,478,206 968,378 136)4 1114 65.5
131 From foreign governments 13,234 39,13D 5,824 20,0p4 295.6 512 -
132 Frominternational organizations 615102 821,432 471188 947,847 134.5] 114.4 64.4
133 Fromother general government units 4,749 p426 o 50 497 27.7 20.5 99.3
14 Other revenue 5,260,30 6,173,430 6,345,595 6,050,f82 11714 98.0 95.4
141 Property income 1,298,34 1,869,510 2,350,449 1,963/801 144.0 106.0 83.5
142 Sales of goods and services 1,854,422 1,341,724 6,3 1,662,470 74.4 120.9 166.9
143 Fines, penalties, and forfeits 524]795 534,434 s 525,95p 101.8 98.4 98.9
144 Voluntary transfers other than grants 15,940 ,0 17,88 46,341 182.4] 159.4 259.1
145 Miscellaneous and unidentified revenue 1,564,799 2,358,694 2,448,9%3 1,852,314 150)7 785 75.6

Source: Ministry of Finance

Within total revenues of the Budgetary Central Gowgent, tax revenues represent the most significant
item, with the share of 59 percent, and they altevied by the contributions with the share of 3gescent,
while the remaining part refers to the propertyoime, miscellaneous and unidentified revenues, @&n
from sales of goods and services and grants. Irstiiueture of total revenue, there was an increaskee
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share of revenues from taxes, while the share wfribaitions was reduced, and the share of othesmes
categories was retained at the approximately sawg &s in the previous year.

During 2012, there were some changes implementéukitaxation system that had a significant imenct
the collection of the Budgetary Central Governmenenues. Therefore, the amendments were made to th
Income Tax Act, Corporate Income Tax Act, Value-Add'ax Act, Act on Contributions and to the General
Taxation Act. Regulations on the level of excisdiefion tobacco and oil derivatives were also amend
Legal amendments will further be explained in maeails in the follow-up.

Figure 2.1. Structure of the Budgetary Central Govenment Revenues in the 2010-2012 Period
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2.2.1 Tax Revenue

Tax revenues in 2012 represented 59 percent oémmurevenue of the Budgetary Central Governmert, an
they were realized in the amount of HRK 64.7 hillid he year-on-year increase in these revenuesraswu
to 5.3 percent, while, in relation to the plannebant, they were realized with 0.7 percent aboamméd.

In the conditions of the reduced economic activitig increase in tax revenues by 5.3 percent ig ver
significant, and it is primarily the result of tllenendments made to the taxation policy, increashén
taxation discipline, and of the adoption of thealefyjamework which enables the entrepreneurs afteby
the economic crisis to settle their debts in ameeagy and to continue with their business opereti

In that regard, the Act on Measures for the Cdltecof Tax Debt Caused by Economic Crisisis adopted,
and it provides the possibility to extend the diadfor tax debt payment by restructuring therddfis
possibility is provided to the entrepreneurs withuidity problems, whose tax debt is caused by the

9 Official Gazette, number 25/2012 and 78/2012
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economic crisis. In addition, in 2012, the Act dndhcial Operations and Pre-Bankruptcy SettleMevds

adopted with an aim to provide for the creditors thost favourable conditions for settling theirirois and
to provide the conditions for restructuring the teb and for giving them new opportunity to congrtheir

business operations, and in case this is not des$dy excluding such entity from economic opeyas as
soon as possible. In other words, when it is natsjiibe to achieve timely agreement between delatods
creditors, or when there are no conditions for eaan recovery, the solutions are effective becatsg

enable the automatic initiation of the bankruptoygedure.

For the purpose of the improvement of tax debtectibn, the General Taxation Act was amended ak wel
The Amendments to the General Taxation*Aptescribe direct and indirect measures for therawvgment

of tax debt collection. Three important amendmemnés publishing the list of tax debtors — applicatof the

tax secret institute, piercing the corporate vestitute and legal set-off of all debts and claimhghe state
budget. The possibility of concluding administraticontracts or administrative settlements was also
introduced (compliance with the provisions of then@ral Administrative Procedure Act).

The Amendments to the General Taxation Act presdtie annulment of the postponement of the tax debt
collection from the tax-debtor relation, and of thestponement of the tax debt collection from the t
debtor relationship in case of initiating the adistimtive proceedings. They also prescribe the rmtamyg
contents of cash accounts with an aim to equédlieeontents of accounts for all activities, andgtevision
which regulates the obligation for all value-addaxi payers to submit their tax returns by electtoneans.
Other provisions refer to the statute of limitatminthe right to determination of tax liabilitiea@interests,

to the definition of the tax debt collection plarthin the same type of tax, and to selling or wateof tax
debt from tax-debtor relation. In addition, the isgcduties are included in public levies, wherebg t
compliance with the Excise Duties Act was achieved.

In the tax revenues structure, the most significdnatre is the revenue from VAT, which participatéth
62.8 percent in total tax revenues, and is followgdhe revenue from excise duties that represérg 1
percent of total tax revenues and the revenue éanporate income tax with the share of 11.9 perdetiter
tax revenues of the Budgetary Central Governmevet Benaller share in total taxes.

10 Official Gazette, number 108/2012 and 144/2012
11 Official Gazette, number 78/2012
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Figure 2.2. Tax Revenues Structure in 2012
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Personal Income Tax

Revenues collected from the personal income taxdaded between the Budgetary Central Government
and Local and Regional Self-Government Units. At Budgetary Central Government level, the amount of
HRK 1.3 billion was collected through the persanabme tax revenues, which is a reduction by 2r@ere

in relation to 2011. Such realization of persomaoime tax revenues was the result of legal amen@men
implemented in 2010 and 2012. More precisely, tmeradments implemented in the personal income tax
system in 2012 ensure the higher degree of pragitysso that the well-off citizens pay relativetygher

tax, while those with lower income pay lower tar. dddition, this Act complies the provisions on the
pension bonuses, which, according to special régalsbecame an integral part of the pension amnbiary

1, 2012, and, consequently, it is no longer exefmguh taxation. On the other hand, during 2012 (o t
basis of the tax return for 2011), there was aigsyearly effect of the amendments to the Persimcaime
Tax Act implemented in July 2010 when tax relieds faid health services had been annulled togettilr

the exemptions for life insurance premiums, costshbusing needs etc., which resulted in the réoluaf

the tax return payments, and, consequently, ireag®d budget revenues on the basis of personahénco
tax. Revenues refund from personal income tax muanpersonal income tax return in 2012 amounted to
HRK 618.8 million, which is by 15.8 percent lesarihin the previous year.

Most of the income tax was collected by taxatiorinebme from non-self-employment and by taxation of
self-employment activities, with tax also beinglecled on property, property rights and by taxatudn
capital.

Until March 1, 2012, personal income tax was calad as follows:
1. atthe rate of 12 percent of tax base up to thel lefvdouble amount of basic personal allowance;
2. at the rate of 25 percent on the tax base differd@tween double and six times the amount of basic
personal allowance;
3. at the rate of 40 percent on the tax base excedtimgix times the amount of basic personal
allowance.

Basic personal allowance amounted to HRK 1,800.
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Pensioners’ personal allowance amounted to HRK(3,20

After March 1, 2012, personal income tax was caltead as follows:
1. atthe rate of 12 percent of tax base up to thel leithe amount of basic personal allowance;
2. atthe rate of 25 percent on the tax base differdratween the amount of basic personal allowance
and four times the amount of basic personal all@&an
3. at the rate of 40 percent on the tax base excedtimdour times the amount of basic personal
allowance.

Basic personal allowance amounted to HRK 2,200.
Pensioners’ personal allowance amounted to HRK(3,40

In 2012, some additional tax changes were introdiuice the personal income tax system. Thus, the
Amendments to the Personal Income Tax'Abitroduced the taxation of dividends and shareprafit
above HRK 12,000 per year, as a source of incoora frapital the advance of which is taxed at the cét

12 percent. There is also a condition prescribedyaunt to which natural persons on the basis ofities of
agriculture and forestry are income taxpayersnfpag other things, they have realized, on thatsbasithe

tax period, total annual receipt higher than 3x@etr of the amount prescribed for mandatory inolush

the VAT system. In addition, it is also prescribdét a taxpayer that performs independent actiofty
craftsmanship/trade and activity of agriculture &m@stry, and is not a VAT payer, and that onlibsis of
that activity in the tax period does not realizeeeeipt higher than 65 percent of the amount pitesdrfor
mandatory inclusion in the VAT system, may deteentine income and income tax as the flat rate amount
By the end of 2012, the Personal Income Tax“Asias amended one more time. These amendments
provided a legal framework for the introductionaofinique form for collecting data on paid receiptsrued

tax and contributions, and it will also be usedriporting on the receipts on which the personabnme tax

is not to be paid as well as on the receipts whinh not considered as an income. Furthermore, it is
prescribed that the receipts paid from Europearotfiinds and programmes, via accredited bodieken t
Republic of Croatia, and for the purpose of edocatind professional training, should be considered
receipts on which the income tax is not to be p&alling three properties of the same type or tphreperty
rights of the same type in the period of five yaaraot considered as an income from independéivitsic
any more, but as a property and property rightsrive; and it is prescribed that within the procedafre
verifying the source of property, the source of émtire property held by a natural person acquagawmf
January 1, 2005, should be verified.

Corporate Income Tax

Revenues from the corporate income tax in 2012 weaézed in line with the planned ones, and in the
amount of HRK 7.7 billion, which represents a yearyear increase on the basis of this tax by 5r6epe.
The increase in these revenues is the result ohtlreased profit of companies, in the first platdanks,
during 2011. During 2012, some tax changes wem iatplemented in the corporate income tax system.
Thus, the amendments to the Corporate Income Tainftoduce the possibility of reducing the corgera
income tax base for the income realized in thatpgesiod under the condition that it is registerasdaa
increase in equity capital. However, this provisk@as an impact on budget revenues as of 2013, Hiece
reinvested profit may be deducted in annual cotpoirecome tax calculation for 2012. In additionegh
amendments to the Corporate Income Tax Act presthe provision on disputing the right of reducaxl t
base if it is subsequently determined that theem®e in equity capital has been executed with mntai

12 Official Gazette, number 22/2012
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evade tax payment (for example, the reduction intggapital due to payment to stockholders and bems

of a company). The obligation of paying tax upoa tleduction when paying dividends and shares fifit pro
to foreign legal persons, is introduced, at the dt12 percent. According to this Act, as of tlay of the
accession of the Republic of Croatia in the Eurapé&mion, the Council Directives 1990/435/EEC,
2003/123/EC and 2006/98/EC, which determine inexifip way the payment of tax upon the deduction on
dividends and shares in profit among related comegaare to be applied obligatorily.

In line with the amendments to the Corporate Incdiae Act, the Ordinance on Corporate Income’fhas
also been amended and the procedure of using li@k fer reinvested profit has been prescribed. The
Ordinance also prescribes the procedure of exajufiiom taxation by tax upon the deduction when payi
dividends and shares in profit to related persdad members according to Directives that are tajygied
obligatorily as of the day of entry into the EU.rthermore, the way of selecting methods when deteng
tax-recognized prices and other contracts amoragectlpersons (residents and non-residents) arderesi

in case of possibilities of transferring profit,described in more details. At the end of 2012,@indinance

on Corporate Income T&kwas again amended when the amendments were camiedlue to the
application of the Act on Investment Promotion &mgroving the Investment Climate on the basis oicivh
corporate income tax payers may pay corporate iectam by reduced tax rates. The Ordinance also
prescribes declaring tax relief for executed investts at special ordinal numbers in corporate irctan
return, and therefore, the corporate income taxfigralso amended in a way that the set form &@medl.

Property Tax

In 2012, revenues from property tax, that is, esthte transfer tax revenue, was collected in ih@uat of
HRK 397.7 million, which is 11.3 percent less tharprevious year, and it reflects the transfer loa teal
estate market that significantly slowed down. i ba seen that in times of economic crisis fewkalitants
decide to buy a real estate so there is a largabauof unsold flats on the market.

Value-Added Tax

Revenues from value-added tax are the most significudget revenue and it represents 62.8 pertéoiiab

tax revenues, and 37.1 percent of total budgetreas During 2012, the revenues from VAT were redli

in the amount of HRK 40.7 billion, which is by H8rcent more than in relation to the previous et 0.5
percent more than in relation to the planned amodlim value-added tax revenues depend on the @drson
consumption trend which in 2012 declined in relatio the previous year, so the increase in the VAT
revenues was primarily the result of the increasthé general rate of VAT and of the improved aitn.

In 2012, the VAT revenues were under the influeoickegal amendments. Thus, since March 1, 2012, new
general rate of value-added tax of 25 percent bag hpplied. However, the purpose of certain amentbn
within the system was to facilitate the influendelsanges on low-income citizen categories, sad¢deced
rate on some products and services was introduideas, the reduced VAT rate of 10 percent has been
applied to edible oils and fats of vegetable anidhahorigin, children food and processed food based
cereals for infants and small children, water d&lyy except for water put on the market in botdesther
packaging, and on white sugar from sugar cane agdrseet. Along with these amendments, there is a
complete restriction of the pre-tax deduction foe supply and lease of vessels intended for emterént,
planes, personal cars and other means of pers@mapbrtation, including the supply of all goodsl an
services related to these goods, prescribed wittienVAT system. In addition, the limits to the pee-

14 Official Gazette, number 61/2012
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deduction for the supply of goods and servicesHermrepresentation purpose are also prescribetgAlath
the positive fiscal effect, these provisions siffiyplhe procedure of determining the tax obligatéord they
reduce tax evasion. Due to the implementation eé¢hmeasures, the revenue from VAT increasedai® sh
in GDP from 11.4 percent in 2011 to 12.3 percer&lh2.

The largest revenues from value-added tax werectell during summer months, and in April and Oatobe
The influence of tourist season and increased eopsan during summer months contributed to such
monthly dynamics, as well as the revenues of tltagepayers that settle their VAT liability quarterl
Within the structure of the revenues from valueeatithx, the value-added tax paid on import is tlostm
significant one.

Figure 2.3. Quarterly Value-Added Tax Revenue Trend in the 2010-2012 Period
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Excises

In 2012, total excises were realized in the amofitRK 11.2 billion, which is approximately at thevel of
2011. In relation to the planned amount, thesemess were realized by 2.1 percent higher, primatilg to
an increased realization of revenues from excisetatobacco products. During 2012, only excisedax
tobacco products and alcohol and alcoholic driggstered an increase. Other excise revenueseaagisa
year-on-year decrease, including the most imporgrgnue, the revenue from excise tax on energscesu
and electricity.
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Table 2.2. Excise Duties Revenues Trends

Index
(HRK 000) 2010 2011 2;:”2 2012 2o|1n1d/2X010 zollngfzxou 201Pz|;2r]012
Excises 11,972,32 11,215,084 10,976,401 11,206}489 93.7 9p.9 1102
aExn‘;'S;E‘:f‘t’ n passenger cars, other motor vehietessels 589,98 663,585 552,611 532,226 112f5 802 96.3
Excise taxon petroleum products 6,932|709 5,978,413 ,699%4 5,678,546 86.2 95.( 99.6
Excise taxon alcohol 207,44 172,083 172,8p9 190,874 830 11Q9.9 110.4
Excise taxon beer 655,264 653,991 642,014 631,038 9918 965 98.3
Excise taxon nonalcoholic beverages 121,615 12B,347 22,512 119,379 101.4 96.9 97.4
Excise taxon tobacco and tobacco products 3,292,9933,473,37' 3,645,246 3,915,174 1056 1127 107.4
Excise taxon coffee 149,681 126,434 117,2p4 116,045 845 918 99.0
Excise taxon luxury products 22,639 23,87p 24,427 23,168 105.p 9710 94.8

Source: Ministry of Finance

Excise tax on energy sources and electricity, With share of 50.7 percent, are the most significathe
structure of total excises, and they are followgdekcise tax on tobacco products with the shard4o®
percent.

Figure 2.4. Excise Duties Revenues Structure in 201
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In 2012, the revenues from excise tax on energgcesuand electricity were collected in the amodriRK
5.7 billion, which, at a year-on-year level, regmets the decrease by 5 percent. The reason ofysackon-
year trend, along with the reduced consumptionetfgbeum derivatives due to high prices, is théugrice
of the base effect from the beginning of 2011. Manecisely, at the beginning of March 2011, dusttong
pressures on the prices of petroleum derivatives|dvel of excise tax on motor petrol and diegeld was
changed by the Regulation of the Government ofRbpublic of Croatia, in a way that all excise tazes
reduced by 15 lipas per litre of fuel. This Regiolatwas in force throughout the whole 2012, whichanms
that in the first three months of 2012, lower eadigxes were paid than in the first three montha0dfl, so
the budget revenues on this basis were lower. lioak at the trend of the delivered quantities etrpleum
derivatives during 2012, it is visible that the somption of all types of fuels was reduced. Thbag, t
delivered quantities of unleaded motor petrol Ifgll6.7 percent at a year-on-year level, while thkvdred
guantities of diesel fuel were reduced by 2 peregt of blue diesel by 8.8 percent. The share dfexax
on energy sources and electricity in total exasein 2012 registers annual decline of 2.6 pergenpmints.
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Table 2.3. Delivered Quantities of Petroleum Produs in 2011 and 2012

BMB DIESEL BLUE DIESEL

. Index Index Index

litres 2011 2012 2012/2014 2011 2012 2012/2011 2011 2012 2012/2011
January 55,720,098 51,896,096 93.1 106,373,045 99,811,988 93.9 7,847,372 4,912,8p8 62.6
February 63,995,695 60,325,178 94.3 124,313,177 12695, 96.7 10,045,394 12,189,911 121.3
March 70,115,853 58,951,390 8([1.1 126,058,186 118,773,894 94.7 16,986,7 11,497,440 67.7
April 68,858,91 68,939,263 100.1 131,084,868 133,131,67 101.4 12,392,213 10,842,137 87.5
May 77,713,58p 71,786,9Y8 9.4 141,410{514 133,42D,065 3l 94 13,212,02 12,965,3B7 98.1
June 90,679,669 88,681,467 97.8 162,604,788 167,305,757 0291  13,842,7 16,619,270 120.1
July 98,479,008 93,173,606 on.6 170,555{172 173,863,558 01.91 13,259,2 13,029,337 98.3
August 73,369,304 65,115,993 88.8 145,874,936 135,1219,25  92.71 13,285,791 14,668,436 110.4
September 67,898,3p9 65,100,127 D5.9 136,41[1,691 136064 99. 23,222,561 20,752,833 89.4
October 62,512,719 57,997,122 92.8 122,421,135 122535,0 99.4 15,167,928 14,056,140 9.7
November 65,018,325 57,601,375 8.6 115,354,547 107424, 93. 17,356,381 14,878,415 85.7
December 853,783,9p4 796,462,062 p3.3  1,581,118,547 9,1IW274 98,0 167,727,897 152,929)624 91.2
TOTAL 1,648,145,593 1,536,031,697 93.2 3,063,595,606 98,893,629 978 324,346,4p3 299,342,808 92.3

Source: Ministry of Finance - Customs administratio

The revenue from excise tax on tobacco produdtseisecond important in the structure of exciseatack it
represents 34.9 percent of total excise tax in 2biEelation to the earlier year, this share wasdased by
4 percentage points. During 2012, the revenue fexgise tax on tobacco products was realized in the
amount of HRK 3.9 billion and it registers a year@ar increase of 12.7 percent. Such a high iseréa
first of all the result of the stocks accumulatgdniianufacturers due to an increase in excise taolmcco
products. More precisely, at the end of Novembdr22éhe amount of the rate of proportional excesedn
cigarettes was changed in a way that it was inetefrem 33 percent to 36 percent of the retailegras well
as the amount of minimal excise tax from HRK 375 &K 486 for 1000 pieces of cigarettes. Increasten
excise tax on cigarettes is carried out in ordegredually meet the minimum conditions and amouwfts
excise tax on cigarettes, prescribed by EU direstiyn order to avoid paying excise tax under rexelk, in
November, tobacco manufacturers created stockggafeattes for several months in advance and, thus,
December, they paid, through excise tax, a fardrigihnount than regular payment, and thereforeanwiay
they increased the total annual revenues for 2012.

Tobacco products retail trade in 2012 was increagegl3 percent in nominal amount in relation td 2OAt
the same time, the export of tobacco products ysaa-on-year level was stagnant, while the impaas w
increased by 23.9 percent.

In addition, lower realization in relation to thEpned amounts was also registered regarding $pgexes
on passenger cars, other motor vehicles, vessélgiearafts which also registered the highest ywayear
reduction by 19.8 percent. More precisely, after shght recovery of car demand in 2011, in 20Xk#dhs
again the decline in car sales, and consequentigritevels of paid excise tax.

In 2012, the revenues from excise tax on beer weabzed in the amount of HRK 631 million and they
register a year-on-year reduction by 3.5 percamth& realization is at the same time lower bypkitent
than the plan. The revenues from other excise tarytcts (excise tax on coffee, alcohol and alcaholi
beverages, non-alcoholic beverages and luxury ptsjluwere collected in the amount of HRK 449.5
million, which represents 2.8 percent more thammtal and 0.8 percent more than in the previous. year
Within these revenues, the revenues from excisemagoffee were realized in the amount of HRK 116
million and in relation to 2011 they register tleeluction by 8.2 percent. Excise tax on alcoholandholic
beverages were realized in the amount of HRK 1&fllBon and they register a year-on-year increage b
10.9 percent. In 2012, by excise tax on non-aldohoéverages, the amount of HRK 119.4 million of
Budgetary Central Government revenues was colleatdtch represents 3.2 percent less than in the
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previous year. Excise tax on luxury products weraized by 3 percent less than in 2011, that ighén
amount of HRK 23.2 million.

Revenue from Customs Duties

In 2012, the revenues from taxes on internatiorsdet and transactions (customs) were realized an th
amount of HRK 1.8 billion, which is by 0.7 percéess than in 2011, but by 2 percent higher thaeletion
to the plan.

Other Tax Revenue

The category of taxes on special services inclueesnues from taxes on gains from games of chamte a
other taxes from games of chance that, in 2012puatad to HRK 30.4 million.

Taxes on the use of goods or on the permissiors¢oinclude fees for organizing games of chance that
amounted to HRK 675.4 million, that is, 6.3 perceoire than in 2011.

In addition, this category includes revenues fralrentaxes on goods and services, which mostly tefthe
tax on automobile liability insurance premiums daxl on full-coverage car insurance (Kasko) premiums
which are realized in the amount of HRK 513.8 miilithat is, by 0.2 percent less than in 2011.

In 2012, the Ordinance on the amendments to then@rde on space and technical conditions for omyaai
games of chance in casinos, on automatic machitepayment spots of betting facilittsThis Ordinance
annuls the provision on the distance between theniges of future automatic machines clubs and @ssin
and educational institutions and religious fa@lhti as well as the obligation of installing thedexa of smart
electronic identification cards in supermarket/selfvice terminals placed in catering facilitiest kit
prescribes a more appropriate provision for praagrthe receipt of payments for betting from minorsa
way that it introduces the obligation of the owméra catering facility to apply legal provisions time
forbiddance of receiving payments for betting fronmors.

Other tax revenues, according to GFS 2001 methggplnclude state administration and court fees and
other revenues from taxes paid by natural perdarZ012, this revenue category was realized iratheunt

of HRK 369.9 million, which represents a year-omdy@crease by 0.6 percent. The amount of HRK 361.8
million refers to the revenues collected from stdeninistration and court fees and these reveregister a
year-on-year increase of 8.5 percent.

2.2.2 Social Security Contributions

Revenues from social security contributions aresiheond most significant category of Budgetary @ént
Government revenues, and they participate with Bdréent in total operating revenues. In relatm2@11,
the share of revenues from social security corntiobs was reduced by 1.5 percentage points, andahse
of this was the reduction of the rate of contribatfor health insurance. During 2012, the reverfuas
social security contributions were realized in #mount of HRK 37.8 billion, which represents a year
year reduction by 2 percent. In relation to thenpkd amount, this revenue was realized at the E=Hv@9.7
percent of the plan. The year-on-year reductioregénues from contributions is in line with thendle on

16 Official Gazette, number 15/2012
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the labour market in 2012, and with the Amendmeatthe Contributions Act. As of May 1, 2012, the
Amendments to the Contributions Act entered intado prescribing the rate of contributions for meatody
health insurance, paid by employers on gross salfatlyeir employees, reduced by two percentagetpoin
from 15 to 13 percent. The purpose of this amendmweas to insure tax relief of gross labour price &m
create prerequisites for new investments and irtbrease in competitiveness of domestic economy.

The Amendments to the Contributions Keilso introduce the obligation of settling the mlaion the basis
of a contractual relationship with the Croatian kefsurance Institute with the debt for contribut, and
the Government of the Republic of Croatia was giggossibility to prescribe, by a regulation, thayvof
carrying out the contributions payment. Furthermdhe Contributions Act is aligned with the Act on
Pension Insurance and the Act on Pension Bonuseselhas with the Maritime Code according to which
seamen in international and domestic navigation,tfie time spent on board, have the right to pensio
insurance seniority with increased duration (bexafiseniority). Along with the reduction of theteaof
contributions for health insurance, the Regulabarthe way of implementing the payment of contiitrus
according to salary, receipts accompanying thengallaat is monthly basis for the accrual of cdmitions

on the basis of the employment, also entered iotoef This Regulation disables the payment of galar
without paying contributions, and, at the same tirbealso contributes to the strengthening of fisca
discipline and to better collection of revenuedlmnbasis of social security contributions.

Revenue from social contributions consists of eygdocontributions, employer contributions and self-
employed and unemployed contributions. The largdsire in total contributions refers to employer
contributions that, in 2012, amounts to 52.2 perc&hese contributions were collected in the amafnt
HRK 19.8 billion, whereby the largest part refaygte contributions for health insurance and timeaiaing
part to employment contributions. Due to the reuncin the rate of contributions for health insuwenthese
contributions register a year-on-year decreasedopdrcent. The following are, according to the dmi@gnce

in the structure of contributions, the employer tdbations which represent 46.2 percent of totatiao
security contributions in 2012, and they almost plately refer to the contributions for pension irzsce.
Revenues from employee contributions were realizgde amount of HRK 17.5 billion and they register
year-on-year increase of 1.1 percent. Such anasere a result of an improved collection of cdmitions,
that is, of the application of the aforementioneglgilation. The smallest share in total social sgcur
contributions refers to the self-employed or unawetl contributions, and this category of contribog
represents 1.5 percent of total revenues from ibwtions. These contributions are realized in tme@ant of
HRK 580.7 million, and they include, in an equdioacontributions for health and pension insurante
persons performing an activity independently.

7 Official Gazette, number 22/2012
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Figure 2.5. Social Security Contributions Trends ir2011 and 2012, by months
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2.2.3 Grants

In 2012, revenues from grants amounted to HRK 9@&&l4on, whereby a year-on-year increase of 11.4
percent was realized. These revenues consist nfsgfiaom foreign governments, grants from inteiorzi
organizations and grants within general governnigime. most significant category of grants are grénots
international organizations and EU institutions amatlies, representing 97.9 percent of total cadlbct
revenues from grants and amounting to HRK 947.8anil The largest part of these funds refers toube

of means from European Union pre-accession funtts the purpose of financing certain projects. 1420
the revenues from grants from foreign governmemi®umted to HRK 20 million and represented 2.1
percent of total revenues from grants. The smaliastgory of revenues from grants are grants within
general government, and this revenue amountedlydHiRK 497 thousand in 2012.

2.2.4 Property Income

Property income consists of interest revenuesddid revenues and revenues from rents. In 201&, tot
property income was collected in the amount of HRHKillion, which represents an increase at a y@ar-o
year level by 5 percent.

In 2012, dividend revenues amounted to HRK 6811Bamiand are less by 26.3 percent than in 2011hAt
item of dividend revenues, mostly dividend revenaed profits of state-owned companies were realized
Thus, at this item, the largest paid revenue wastie from the profit of the Croatian National Bamkhe
amount of HRK 480.1 million. The following one, acding to the size, was the revenues from the Gnoat
Compulsory Oil Stocks Agency (HANDA) in the amowfitHRK 166 million. Regarding the revenues from
HANDA, it is about the payment of earmarked funasrf fuels which, by the new calculation as of Japua
2013, were included in excise tax, due to the @adjest of the amount of excise tax on petroleumvadines
and to reaching the minimal excise taxes prescrilyethe European Union directive. The smaller jodrt
dividend revenues was realized via the revenues fymofits of public companies (FINA, AKDHrvatska
lutrija and the like).
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Interest revenues were realized in the amount dKI3BR.2 million, and they refer to the interests ¢oven
loans, interests by securities, interests on tegposdits and demand deposits, and interests onrarfidaese
revenues are smaller by 48.5 percent at a yeaeanigvel.

In 2012, revenues from rents were realized in theumt of HRK 1.2 billion, and they consist of cossien
revenues, revenues from property lease and redtpter revenues from non-financial assets. Coraress
revenues have the most significant share in thenas from rents, and in 2012 they were realizethén
amount of HRK 909.4 million, which represents ary@ayear increase of 67.9 percent. The reasonaf s
a large year-on-year increase is the payment otessions for 4G network in the amount of HRK 300
million. Other concession revenues were collectethfthe fees for concessions for frequencies, @wioes
on waters and water public good, concessions ousyagaonthly concession fees for gambling houses, fe
for concession on maritime good, fees for concessiopublic roads, fees for concession for custaraas,
and other concession fees.

Regarding the revenues from property lease andg ttentargest part refers to the revenues froncatyural

land lease, and at that item, the revenues frolrestate lease, fees for easement on agricultamnal in the
ownership of the Republic of Croatia, fees for gsagricultural land in the ownership of the Repailaf
Croatia and fees for easement in the woods ownetebfRepublic of Croatia were also realized. Tigdat
items of other revenues from rents are monumentignand fees for using oil harbours and oil pipe8.
Hereby, it is necessary to mention that in 2018, rdvenues from monument annuity were reduced. More
precisely, payment of indirect monument annuity éertain activities (whole trade of food, beverages
pharmaceutical products etc.) has been annulledrder to facilitate the burden of non-tax levies fo
entrepreneurs.

2.2.5 Revenue from Sales of Goods and Services

Revenues from sales of goods and services corfsisvenues from administrative fees and revenua®s fr
incidental sale on the market. In 2012, these negemmounted to HRK 1.7 billion, which represepéar-
on-year increase of 20.3 percent, whereby the t@gfrom incidental sale on the market amountddR&
671.6 million in 2012, while the revenues from adisirative fees amounted to HRK 990.8 million. Bi2,
the revenues from administrative fees were less4y percent than those realized during 2011. €asan
for the reduction of this category of revenues wes annulment of fees for providing services of iteob
electronic and telecommunication networks as of dul2012. Along with the mentioned fees for prawg
services of mobile and telecommunication netwattks,revenues from administrative fees represergison
of the revenues collected on the basis of varialdip notary fees, fees from the sale of state ptduaties,
state issued guarantee fees, fees for issued éongdecurities, fees for issued border-crossingipgr fees
and compensations paid by persons in transit, triduproperty rights fees, and various other fees.

2.2.6 Revenue from Fines, Penalties and Forfeits, Voluntg Transfers and Miscellaneous and
Unidentified Revenue

In 2012, revenues from fines, penalties and fafeitre realized in the amount of HRK 526 millionievh
represents a year-on-year reduction of 1.6 perdéwxatlargest share in total penalties consistsaffic fines,
and they are followed by customs fines and tax liesa Other penalties include criminal penalties,
penalties for violation of foreign exchange regolas, penalties for economy offences, various
administrative measures, penalties for fire pravacbffences, etc.
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In 2012, voluntary transfers other than subsidresunted to HRK 46.3 million, and at a year-on-yeael
they were increased by 59.4 percent.

In 2012, miscellaneous and unidentified revenue® wellected in the amount of HRK 1.9 billion, whic
represents a year-on-year reduction by 21.5 perdért most significant revenues in this categogy the
revenues from supplementary health insurance. 12 2the revenues from supplementary health inseranc
were realized in the amount of HRK 910.3 milliorhieh is for 23.4 less than in 2011. These reveBwes
also the cause of the reduction of the whole grafumiscellaneous and unidentified revenues. Alorittp w
the revenues from supplementary health insuransseffaneous and unidentified revenues also coosist
revenues from fire-insurance premiums, revenuedagsereimbursement of expenses from previous years,
revenue from exchange gains, revenue from insurbased damages, and other unspecified revenues.

2.3 BUDGETARY CENTRAL GOVERNMENT EXPENSE

By observing according to the GFS 2001 Methodoldiyg,Budgetary Central Government expense in 2012
was realized in the amount of HRK 118.7 billion,ig¥his for 0.2 percent less in relation to the pleah
amount at an annual level. In comparison to 2044 Budgetary Central Government expense was le&s by
percent, that is, by HRK 1.2 billion. Savings weealized in all categories of expenses, in thd tt@ount

of HRK 2.4 billion. Only the expenses for interestsre increasing, in the amount of HRK 1.2 billion.

Table 2.4. Budgetary Central Government Expense ithe 2010-2012 Period

2012 Index Index IS

(000 HRK) 2010 2011 Plan 2012 2011/2010 2012/2011 201§I/a2r]012
2 EXPENSE 120,323,332| 119,939,511 119,024,629 118,729,992 99.7 99.0 99.8
21 [Compensation of employees 31,096,464 31,737,350 31,910,094 31,383,210 102.1 98.9 98.3
211 | Wages and salaries 26,391,104 26,932,391 27,375,184 26,910,038 102.1 99.9 98.3
212 Social contributions 4,705,360 4,804,959 4,534,909 4,473,172 102.1 93.1 98.6
22 |Use of goods and services 7,655,745 7,943,604 7,826,612 7,406,320 103.8 93.2 94.6
24 [Interest 6,236,482 7,097,592 7,880,807 8,335,656 113.8 117.4 105.8
241 To nonresidents 1,723,831 2,491,668 3,067,129 3,123,476 144.5 125.4 101.8
242 To residents other than general government 4,512,651 4,605,924 4,813,679 5,212,180 102.1 113.2 108.3
25 [Subsidies 6,582,192 6,555,277 5,861,303 5,762,321 99.6 87.9 98.3
251 To public corporations 3,186,622 3,063,739 2,211,949 2,216,271 96.1 72.3 100.2
252 To private enterprises 3,395,569 3,491,538 3,649,354 3,546,050 102.8 101.6 97.2
26 [Grants 5,778,575 5,083,665 4,970,372 4,843,769 88.0 95.3 97.5
261 To foreign governments 58,594 39,806 28,992 25,615 67.9 64.4 88.4
2611 Current 49,412 34,346 21,135 21,078 69.5 61.4 99.7
2612 Capital 9,181 5,459 7,857 4,537 59.5 83.1 57.7
262 To international organizations 175,808 212,234 250,459 247,448 120.7 116.6 98.8
2621 Current 175,808 212,234 250,459 247,448 120.7 116.6 98.8
2622 Capital 0 0 0 0 - - -
263 To other general government units 5,544,174 4,831,625 4,690,921 4,570,706 87.1 94.6 97.4
2631 Current 2,663,291 2,468,917 2,376,571 2,440,511 92.7 98.8 102.7
2632 Capital 2,880,883 2,362,708 2,314,351 2,130,195 82.0 90.2 92.0
27 |Social benefits 56,906,555 56,482,968 55,588,936 56,169,850 99.3 99.4 101.0
271 Social security benefits 43,008,291 42,752,824 42,159,208 42,797,897 99.4 100.1 101.5
272 Social assistance benefits 13,728,987 13,602,326 13,337,132 13,240,668 99.1 97.3 99.3
273 Employer social benefits 169,277 127,817 92,596 131,285 75.5 102.7 141.8
28 [Other expense 6,067,319 5,039,054 4,986,505 4,828,865 83.1 95.8 96.8
281 Property expense other than interest 88 12 21 66 13.9 - -
282 Miscellaneous other expense 6,067,231 5,039,042 4,986,484 4,828,799 83.1 95.8 96.8
2821 Current 2,280,627 2,018,297 2,205,087 2,068,407 88.5 102.5 93.8
2822 Capital 3,786,604 3,020,745 2,781,397 2,760,392 79.8 91.4 99.2

Source: Ministry of Finance
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During the year, all liabilities from earlier pedi® were paid or regulated by contracts. Thereftme,
example, the dynamics of debt repayment towardsQhtholic Church and FINA was agreed upon,
liabilities towards farmers and shipping companiesre settled and liabilities towards shipyards were
established according to the restructuring plans.

Within the structure of realized expense for theesbed period, 47.3 percent refers to social bendthey
are followed by compensation of employees, withghare of 26.4 percent, interests with 7 percesd, af
goods and services with 6.2 percent, subsidies &vhpercent, grants with 4.1 percent, and othpeese
with 4.1 percent.

Figure 2.6. Structure of the Budgetary Central Govenment Expense in 2012
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Source: Ministry of Finance

2.3.1 Compensations of Employees

Expenses for the compensation of employees thaidd® the salaries of civil servants and employees,
include the salaries and accompanying employenstritmtions on salaries of workers employed in tieal
institutions owned by the Republic of Croatia, thain local and regional self-government units] avere
realized in the amount of HRK 31.4 billion in 20Mhich represents 1.7 percent less than the planned
amount. In relation to 2011, these expenses weae g 1.1 percent or HRK 354.1 million. Within thei
structure of total expenses for compensation ofleyegs, 85.7 represent the expenses for salarigés an
wages, and the remaining 14.3 percent for sociatribmtions. The reduction of this category of expes is,

to the greatest extent, the result of the reductiorspecial bonuses and in employing servants for a
determined period of time, of limiting over-time #aand of savings on special working conditionssiBes
that, this year the Christmas bonus was not paiditid and public servants, which was regulated by
contracts concluded between the Government andhsindd civil and public servants. Furthermore, the
changes included a modified way of calculating fileesransport, non-paying the vacation bonus ih32@&s
well as some bonuses on salaries, reduction inet of daily allowances and field bonuses, angl th
reduction in jubilee awards.
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2.3.2 Use of Goods and Services

Expense for the use of goods and services wazedain the amount of HRK 7.4 billion, which is for4
percent less than the amount planned for 2012. $¢aa-on-year level, they register a reduction & 4
percent or HRK 537.3 million. Allocations for cartacategories did not change significantly in nelatto
the previous year, except for the expenses folicgthat are smaller, at the first place due $aaificant
reduction in paying for intellectual and persoraiges.

2.3.3 Interest

Interest expense in 2012 was HRK 8.3 billion, orkHR2 billion more at a year-on-year level, that5s3
percent more than planned for the observed yeas.ifitrease is the result of the increase in fimancosts

due to paid interests on the assumed debt of stipyand due to the interests on bonds issued at the
American market, which are to be paid on the semiial basis.

In respect of interests on issued bonds, the tit&lRK 5.8 billion was secured, that is 69 percehthe
total amount of interest expense. The remaining neéers to interests on the received domesticfaregn
credits and loans, and on issued treasury bills.

2.3.4 Subsidies

Expense for subsidies amounted to HRK 5.8 billishich was 1.7 percent less than the planned anfount
2012 and HRK 793 million less at a year-on-yeaelev

Within these expenses, the subsidies to privatgpaares represent 61.5 percent, while 38.5 percent o
public corporations. The largest part of total exgeefor subsidies refers to agricultural subsithes were
executed in the amount of HRK 2.8 billion whichtHRK 882.3 million less in relation to the previoyesar.
Subsidies to the Croatian Railways were executedaramount of HRK 1.2 billion which is by HRK 284.
million less at annual level. Savings were alsasteged regarding the subsidies given to HBOR & th
amount of HRK 137.4 million and in tourism in the@unt of HRK 29.1 million. Subsidies to shipbuilgin
industry were paid in the amount of HRK 407.5 roillj and subsidies to road, air and water traffithm
amount of HRK 797.6 million.
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Figure 2.7. Subsidy Expense Structure in 2012
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2.3.5 Grants

In 2012, the expense for grants amounted to HRK#liBn, which was 2.5 percent less than planradtie
observed year, and HRK 239.9 million less at a-ypeayear level.

Out of total grants, 94.4 percent refers to gramtgeneral government units. Regarding that amdag

percent are current grants to other general govemhranits that mostly refer to additional fundingy f
equalization of decentralized functions, grantktal and regional self-government units on thesakthe

criteria established by the State Budget Executicnof the Republic of Croatia for 2012, grantsateas of
special state concern and hilly-mountainous arad,others. The remaining 46.6 percent are capitailts
where the largest part refers to road chargeblfeatske cestéCroatian Roads).

Furthermore, during the year, current and capitahty were given for regional programmes (develayime
of assisted areas, housing care in the areas ofaf@ate concern, cross-border cooperation progn,
programme of integral development of local commyn@tc.) and current grants for financing scieatifi
activities, lease of town sports halls, lifelong@riging programmes, public inter-city transport $tudents,
etc.

Other grants refer to grants to international oizgtions and foreign governments.

2.3.6 Social Benefits

Social benefits expense amounted to HRK 56.2 hillwehich was 1 percent higher than the amount gdnn
for 2012 and by HRK 313.1 million higher at a yearyear level. Within their structure, 76.2 percesfers
to the social security benefits, 23.6 percent twadassistance benefits, and the remaining 0.2epérto
employer social benefits.
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In 2012, pensions and pension receipts and compens#an the healthcare system represented 85 mteofe
total social benefits. The pension expense amouttteddRK 35.1 billion and the compensations in the
healthcare system amounted to HRK 12.1 billion. immrthe year, the amount of HRK 2 billion was
allocated for social welfare for particular popidat groups. Furthermore, maternity leave allowances
amounted to HRK 2.1 billion, child allowance expersmounted to HRK 1.7 billion, and unemployment
benefits to HRK 1.5 billion.

Figure 2.8. Social Benefits Structure in 2012
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2.3.7 Other Expense

Other expense is divided between the property esgoether than interest, and miscellaneous othesresep
that include other current and capital expensambunted to HRK 4.8 billion which was 3.2 percesgs|
than the amount planned for other expense and HR¥X22illion less in relation to the previous year.

Other expense mostly consist of transfers to CaoatMotorways (HAC), expense for housing
accommodation, investments in modernisation of naRailways (HZ), student living standard and
student accommodation, investment in culture, Be largest item in this category of expense apgtala
miscellaneous other expenses in the amount of HRKbRlion, of which HRK 1.4 billion refers to the
transfer to HAC for the part of the correspondiag n the fuel price, and HRK 387.6 million wasalited
for capital grants to HZ.

2.3.8 Budgetary Central Government Expenditure by Functian

In line with the GFS 2001 methodology, accordingvtuch the overview of the functional classificatiof
expenditure is presented in this chapter, the BtadgeCentral Government expenditure includes total
current expense increased by the expense for thasiton of nonfinancial assets.
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The overview of the realization of the BudgetarynCal Government expenditure according to functiona
classification provides an insight into the exemutdf the expenditure with regard to the main fiorct that
are met by the execution thereof, that is, it shfisal policy priorities within a certain time ped. The
insight into the functional classification of expimre also provides a proper international congmariand
the analysis of public expenditure.

In 2012, the total Budgetary Central Governmenteexiiture, according to the functional classificatio
amounted to HRK 119.8 billion, which represent®arypon-year decrease of 1.3 percent or HRK 1.®ill

The largest allocations, in terms of function, wirese for social protection and health, with thimltshare

of 56 percent of total expenditure in 2012. Therslat social protection expenditure in total expame
was increased by 0.3 percentage points in relabof2011, while the share of health expenditure was
increased by 0.2 percentage points. Regardinghdéue ©f these categories of expenditure in GD&aritbe
noticed that there was a year-on-year decreaselgiddcentage points for social protection whike share

of allocations for health remained at the samelleve

The following larger allocations were to generablpuservices and economic affairs. The expendifare
general public services, which mainly result froransactions related to public debt and executive an
legislative affairs, increased their share in t@spenditure by 0.7 percentage points, and in GpP.B
percentage points. Expenditure for economic affdiesreased their share in total expenditure by 0.6
percentage points and in GDP by 0.3 percentagesdim this group of expenditure, the most sigaific
ones are expenditure for transport (especially @adl railway transport), agriculture, forestryhisy and
hunting, and general economic, commercial and labffairs.

Expenditure for education register an increase hafres in total expenditure by 0.1 percentage points,
whereby the share in GDP remains unchanged. Exjpeador recreation, culture and religion retairith
share in GDP, as well as in total expenditure.

Expenditure for public order and safety, which itiadally refer to police force and judiciary, aride
expenditure for services of housing and communityemity, primarily in the category of housing
development, register a reduction of shares in wtpenditure by 0.2 percentage points. Expenditare
defence and environment protection reduced theiresim expenditure by 0.1 percent, primarily on ltasis

of the reduction of expenditure for waste water agwment and waste management and for other
environment protection tasks and services. All éhegpenditure categories register at the same ttime
reduction of shares in GDP by 0.1 percentage point.
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Table 2.5. Budgetary Central Government Expenditureby Function in the 2010-2012 Period

Index Index

(000 HRK) 2010 2011 2012 2011/2010( 2012/2011
7 |Total expenditure 121,874,004 121,425,4B9 119,837,p73 99.6) 98.7
701 | General public services 13,507,060 14,059,500 1 104.1 105.0
702 | Defense 4,678,530 5,008,713 4,792,880 197.1 95.7
703 | Public order and safety 7,535,152 7,827,335 7,829,5 103.4 96.2
704 | Economic affairs 14,180,173 12,954,014 12,013,410 491 92.7
705 | Environment protection 450,058 641,p62 461,872 | 42.4 72.0
706 | Housing and community amenity affairs 1,677,274 398,984 1,107,441 834 79.2
707 | Health 20,152,144 19,762,452 19,697,243 8.1 99.7
708 | Recreation, culture and religion 1,741)378 1,688,5 1,591,74 9514 95.8
709 | Education 10,277,096 10,48???‘45 10,520,709 102.0 100.4
710 | Social protection 47,675,139 47,628)215 47,355,775 99 9 99.4

Source: Ministry of Finance

2.4 TRANSACTIONS
GOVERNMENT

IN  NONFINANCIAL ASSETS OF THE BUDGETAR Y CENTRAL

Transactions in nonfinancial assets include alleage associated with acquisition, that is, with the
procurement of nonfinancial assets, as well ascakipts associated with disposal of nonfinancakts. In
this regard, the amounts of net transactions irfinancial assets are also the net result of thegaisitions,
procurements and disposals, that is, the totalisitign was reduced by total disposal of nonfinahassets.

In 2012, total net acquisition of nonfinancial assemounted to HRK 830 million, which representsear-
on-year decrease of 27.2 percent. Total net adipmsdf nonfinancial assets was a result of theussitipn
of nonfinancial assets in the amount of HRK 1.lidnland of disposal in the amount of HRK 278 roitii

The acquisition of nonfinancial assets mostly meférto the acquisition of fixed assets, in whicle th
acquisition of buildings and structures dominatetth ithe amount of HRK 514.5 million, and of machine
and equipment in the amount of HRK 441 million. e other hand, the disposal mostly referred to the
disposal of buildings and structures within theetbassets in the amount of HRK 248.9 million.

Net acquisition of inventories amounted to HRK 2fnBlion, which is a result of the acquisition ihet
amount of HRK 33.5 million and of disposal in thmaunt of HRK 4.2 million.

Total net acquisition of valuables amounted to HRE million and it completely referred to the aiuon
of valuables, and there were no disposals.

The acquisition of nonproduced assets in the amoiuARK 42.6 million mostly referred to the acqtisn

of licences and other rights, while disposals | #imount of HRK 17.9 million mostly referred to theles
of land.
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Table 2.6. Transactions in Nonfinancial Assets ohe Budgetary Central Government in the 2010-2012
Period

Indeks Indeks
(HRK 000) 2010 2011 2012 2011/2010| 2012/2011
31 NET ACQUISITION OF NONFINANCIAL ASSETS 1,232,366 1,138,97( 829,626 92|14 72.8
311 Fixed assets 1,200,39 1,118,710 772,1p1 9B.2 69.0
311,1 Acquisitions: fixed assets 1,466,817 1,420,148 1,028,4p3 9p.8 72.4
311,2 Disposals: fixed assets 266,419 301,43B 256,251 113.1 85.0
3111 Buildings and structures 608,824 484,310 265,5p6 79.6 54.8
3111,1 Acquisitions: buildings and structures 879,73 783,289 514,411 89.8 65.7
3111,2 Disposals: buildings and structures 263,915 8,929 248,87p 113|3 83.3
3112 Machinery and equipment 529,521 594,015 433,5p0 11p.2 73.0
3112,1 Acquisitions: machinery and equipment 532,022 596,534 440,927 1121 73.9
3112,2 Disposals: machinery and equipment 2,502 P 519 7,374 100.Y 292.8
3113 Other fixed assets 62,054 40,32b 73,005 6.0 181.0
3113,1 Acquisitions: other fixed assets 62]058 40,325 73,009 65.0 181.0
3113,2 Disposals: other fixed assets 2 0 a : -
312 Inventories 10,955 2,478 29,280 226 -
312.1 Acquisitions: inventories 16,91( 3,237 33,475 191 -
312.2 Disposals: inventories 5,954 763. 4,194/9 128 -
313 Valuables 6,134 3,741 3,494 61|10 934
313,1 Acquisitions: valuables 6,136 3,741 3,49¢% 61{0 93.4
313,2 Disposals: valuables 0 0 0 : -
314 Nonproduced assets 14,871 14,046 24,7490 94.4 175.8
314,1 Acquisitions: nonproduced assets 60,8p9 58,452 2,810 96.4 72.4
314,2 Disposals: nonproduced assets 45,933 44 ,B06 19|19 97.5 40.0
3141 Land -45,53¢ -42,728 -17,166 93.8 40.2
3141,1 Acquisitions: land 396 1,988 i - 374
3141,2 Disposals: land 45,933 44,716 17,910 97.4 40.1
3142 Subsoil assets 0 -9g q 1 -
3142,2 Disposals: subsoil assets 0 90 q 1 -
3144 Intangible nonproduced assets 60,413 5p,864 611,86 94.1 73.6
3144,1 Acquisitions: intangible nonproduced assets 60,413. 56,863|9 41,86%.9 9.1 73.6

Source: Ministry of Finance

2.5 TRANSACTIONS IN FINANCIAL ASSETS AND LIABILITIES OF THE
BUDGETARY CENTRAL GOVERNMENT

Total net acquisition of financial assets of thedBetary Central Government is a result of the difiee
between domestic and foreign acquisitions and desgoof financial assets and changes in currendy an
deposits.

In 2012, net acquisition of domestic financial éss$e the amount of HRK -461.5 million is a respfitHRK
-1.2 billion change in currency and deposits, teeatquisition of loans in the amount of HRK 92 dliom
and the net acquisition of shares and other equitge amount of HRK 648.2 million. Negative amooht
currency and deposits represents a decrease iantbent of funds in the state account in the obskerve
period. Net acquisition of domestic loans was tsult of the expenses for loans in the amount oKHR
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857.1 million and the receipts on the basis of $oanthe amount of 764.7 million. The acquisitidrniaans
mostly referred to loans to companies in the putsictor, that is, to the payments for protestedagueaes in
the amount of HRK 534.3 million. They are followbg loans to other levels of government (HRK 212
million), loans to non-profit organizations, citie and households (HRK 84.4 million) and loans to
companies and small businesses outside publicrs@di®K 17.3 million). Disposals of domestic loans
mostly referred to loan principal repayments byae corporations in the amount of HRK 697.1 millio
and to loan principal repayments by non-profit oiigations, citizens and households in the amouhtRK
65.2 million.

Net acquisition of domestic shares and other ednithe amount of HRK 648.2 million was a resulttioé
acquisitions of shares and other equity in the arhoél HRK 650.4 million and of the disposals of &
and other equity in the amount of 2.2 million. Amition of domestic shares and other equity mostly
referred to the shares and equity in the prinadbakedit institutions and other financial instituts in public
sector, in the amount of HRK 650 million.

Foreign net acquisition of financial assets amaditdeHRK 6.5 million, and was the result of the aisgion
of shares and equity, while the acquisitions asgatals of foreign loans amounted to HRK 1.8 millio

Table 2.7. Transactions in Financial Assets of thBudgetary Central Government in the 2010-2012

Period

(HRK 000) 2010 2011 2012

32 NET ACQUISITION OF FINANCIAL ASSETS 2,022,682 -618448 -461,514
321 Domestic 2,022,294 -623,783 -468,017
3212 Currency and deposits 569,507 -2,198,810 -1,208,562
3214 Loans 657,099 1,024,431 92,382
3214,1 Acquisition 1,366,444 1,841,105 857,099
3214,2 Disposal 709,35] 816,684 764,717
3215 Shares and other equity 795,694 550,660 648,163
32151 Acquisition 803,044 550,660 650,353
3215,2 Disposal 7,345 q 2,190
322 Foreign 388 5,341 6,503
3224 Loans 388 qg 0
3224,1 Acquisition 2,365 1,798 1,826
3224,2 Disposal 1,971 1,798 1,826
3225 Shares and other equity 0 5,341 6,503
32251 Acquisition 0 5,341 6,503
3225,2 Disposal 0 0 0

Source: Ministry of Finance

In 2012, total net incurrence of liabilities of tiBadgetary Central Government amounted to HRK 9.5
billion, and it was the result of net incurrencedofmestic liabilities in the amount of HRK 1.4 lith and of
net incurrence of foreign liabilities in the amowftHRK 8.1 billion.

Net incurrence of domestic liabilities is the résaflincurrence and repayments through securitieerahan
shares and of loans on the domestic financial mafkeal incurrence on the domestic market amouited
HRK 11.2 billion, while domestic repayments amodnie HRK 9.8 billion. Regarding the incurrence ba t
domestic financial market, HRK 9.9 billion referrem the incurrence through securities other thaaresh
Domestic repayments on the basis of securitiesr dttss shares amounted to HRK 3.9 billion. Domestic
repayments on the basis of loans amounted to HBKi8ion.
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Net incurrence of foreign liabilities included tbfareign incurrence in the amount of HRK 9.4 laitli and
total foreign repayment in the amount of HRK 1.Bidn. In 2012, foreign incurrence was mostly reat
through securities other than shares in total amofitHRK 8.6 billion. Incurrence through loans dret
foreign financial market amounted to HRK 876.6 ioill Foreign repayments included the repayments of
foreign loans in the amount of HRK 1.3 billion.

Considering total (domestic and foreign) incurrertbat is, total (domestic and foreign) repaymearitthe
Budgetary Central Government in 2012, it shouldnbted that net incurrence of liabilities of Budggta
Central Government was a result of the differeretgvben the incurrence in the amount of HRK 20.lohil
and repayments in the amount of HRK 11.1 billion.

Table 2.8. Transactions in Liabilities of the Budgtary Central Government in the 2010-2012 Period

(HRK 000) 2010 2011 2012

33 NET INCURRENCE OF LIABILITIES 16,112,029 13,390,38 9,539,175
33.1 Total repayments 17,999,19¢ 11,320,894 11,059,657
33.2 Total incurrence 34,111,221 24,711,287 20,598,833
331 Domestic 11,835,071 4,793,136 1,413,994
331.1 Repayment 12,815,011 3,124,139 9,759,469
331.2 Incurrence 24,650,082 7,917,245 11,173,464
3313 Securities other than shares 12,222,784 3,023,835 6,035,183
3313,1 Repayment 3,289,266 2,689,441 3,902,510
3313,2 Incurrence 15,512,059 5,713,216 9,937,693
3314 Loans -387,713 1,769,372 -4,621,189
3314,1 Repayment 9,525,74% 434,698 5,856,959
3314,2 Incurrence 9,138,03% 2,203,999 1,235,770
332 Foreign 4,276,954 8,597,237 8,125,181
332.1 Repayment 5,184,184 8,196,795 1,300,188
332.2 Incurrence 9,461,143 16,793,942 9,425,369
3323 Securities other than shares 3,517,533 7,746,583 ,548,885
3323,1 Repayment 3,655,005 5,541,105 0
3323,2 Incurrence 7,172,538 13,327,688 8,548,785
3324 Loans 759,424 810,6. -423,604
3324,1 Repayment 1,529,18 2,655,6%0 1,300,188
3324,2 Incurrence 2,288,60? 3,466,295 876,584

Source: Ministry of Finance

2.6 DEFICIT/SURPLUS MEASURES AND FINANCING OF THE BUDGE TARY
CENTRAL GOVERNMENT

Net operating balance, defined as a difference dxmtvihe revenue and the expense of the BudgetatyaCe
Government, amounted to HRK -9.2 billion in 2012.

As a budget deficit/surplus measure, the primasgraiing balance is also observed as an indicatonrmént
fiscal policy because it excludes interest experism® the previous calculation of deficit/surpluend
thereby the impact of previous deficits and theuaugdated public debt. In 2012, primary operatintabee
amounted to -835.4 million.
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acquisition of non-financial assets. In 2012, metding/borrowing was recorded at the level of HRR -
billion or 3 percent of GDP. Total financing of thamount is a result of the previously describetl ne
incurrence of liabilities in the amount of HRK Silion and of net acquisition of financial assetsthe
amount of HRK -461.5 million. In other words, thepayments were below incurrence on the liabilithe sdf
the Budgetary Central Government, while on therfaia assets side, disposals were below the expdase
acquisition of financial assets.

Table 2.9. Budgetary Central Government Deficit/Suplus and Financing in the 2010-2012 Period

(HRK 000) 2010 2011 2012

TRANSACTIONS AFFECTING NET WORTH

1 [Revenue 107,466,351 107,069,670 109,558,928

2 |BExpense 120,323,33p 119,939,511 118,729,992

24 [Interest 6,236,482 7,097,592 8,335,656
Net - gross operating balance (1-2) -12,856,981 -12,869,841 -9,171,064
Primary operating balance (1-2+24) -6,620,49¢4 -5,772,249 -835,407
TRANSACTIONS IN NONFINANCIAL ASSETS

31 |Net acquisition of nonfinancial assets 1,232,36 1,138,970 829,626
Net lending - borrowing (1-2-31) -14,089,347 -14,008,811 -10,000,689
Financing (33-32) 14,089,347 14,008,811 10,000,689
TRANSACTIONS IN FINANCIAL ASSETS AND LIABILITIES

32 |Net acquisition of financial assets 2,022,682 -618,448 -461,514

33 |Net incurrence of liabilities 16,112,029 13,390,3p3 9,539,175

Source: Ministry of Finance
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3.1 EXTRABUDGETARY USERS

During 2012, within the scope of the general gorent budget, there were five Extrabudgetary Users
covered: Croatian Waterdgd(vatske vode- HV), Environmental Protection and Energy Effioig Fund
(Fond za zastitu okoliSa i energetskdinkovitost- FZOEU), Croatian Road$ifvatskeceste- HC), State
Agency for Deposit Insurance and Bank Rehabilitatfprzavna agencija za osiguranje Stednih uloga i
sanaciju banaka DAB) and Government Asset Management Agerfsgeficija za upravljanje drzavnom
imovinom- AUDIO).

3.2 REVENUE OF EXTRABUDGETARY USERS

In 2012, total revenues of Extrabudgetary Userewealized in the amount of HRK 5 billion. By obsgag
the structure thereof, the largest part or 37.Zqu@r refers to HV, 29.1 percent to HC, 21.1 perdent
FZOEU, 11.5 percent to DAB and 1.1 percent to AUDIO

Within the structure of total revenues of Extrabetdgy Users, the largest contribution comes from th
revenues of sales of goods and services whictD12,2vere realized in the amount of HRK 2.5 billidine
largest part of these revenues refers to the regfram administrative fees at HV (HRK 1.4 billicemd at
FZOEU (HRK 1 billion).

Total revenues from grants were realized in thewarhof HRK 1.7 billion, whereby the grants from eth
general government units represent 99.9 perceritoQhat amount, the largest part refers to capitants
from the Budgetary Central Government within HC,ilesithe rest refers to capital grants from the
Budgetary Central Government to HV and FZOEU.

The collected property income amounted to HRK 6%0ilion, of which DAB contributed the most (84.1
percent), followed by AUDIO (8.3 percent) and HV.7{4oercent). The largest property income revenue
refers to the withdrawal of income of quasi-corpiorss that are part of DAB.

Besides that, Extrabudgetary Users realized HRK2L81illion in miscellaneous and unidentified rewues,
the most of which was realized by HV (56.2 perceat)d HRK 43.9 million of revenues from voluntary
transfer, except for state aid.

3.3 EXPENSE OF EXTRABUDGETARY USERS

In 2012, total expense of Extrabudgetary Users exaguted in the amount of HRK 3.9 billion. Withhmet
structure thereof, HV had the largest share (3&rfsgnt), followed by HC (32.9 percent), FZOEU (24.7
percent), AUDIO (2.5 percent) and DAB (2.3 percent)
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Within the structure of total expense of Extrabudge Users, the most significant are the expensehi®

use of goods and services, which, in the obseregidgy were executed in the amount of HRK 2.4 dmilli
The largest part of these expense refers to HV (BRK9 million), FZOEU (HRK 797.9 million) and HC
(HRK 655.1 million), while the rest refers to AUDI@nd DAB. The largest part of the expenses are the
expenses for services, that is, services of reguidrinvestment maintenance at HV and HC, as seitlzer
unmentioned operating expenses in FZOEU.

With regard to the amount of realised expenseatieve-mentioned are followed by other expensesithat
2012 amounted to HRK 717.6 million. The largest pdirthese expenses refers to HV (53.8 perceng) th
HC (33.2 percent) and DAB (10.6 percent).

At the level of Extrabudgetary Users, the compeasatof employees amounted to HRK 280.4 million, of
which HRK 244 million refer to salaries and wagesd HRK 36.4 million to social contributions.

Grants to other general government units amourtddRK 141.6 million, and these refer to FZOEU and
HV.

During 2012, Extrabudgetary Users also spent HR&EK3willion on interest expenses, of which the dsig
part refers to HC, in the amount of HRK 295.8 ruitli

Expense for subsidies amounted to HRK 983 thousawfde/hich the largest part refers to subsidies to
companies outside public sector. Expense for sigissidas realised by FZOEU within the environmental
protection programme and project.

3.4 TRANSACTIONS IN NONFINANCIAL ASSETS OF EXTRABUDGETA RY USERS

In 2012, net acquisition of nonfinancial asset&gfrabudgetary Users amounted to HRK 2.3 billiohisT
amount was the result of the total acquisition affinancial assets in the amount of HRK 2.3 billaord of

revenues from the disposal of nonfinancial asseteé amount of HRK 30.8 million. Considering typds

of nonfinancial assets, 94.5 percent refers todfiassets, and the remaining 5.5 percent to traosadn

nonproduced assets. Transactions in fixed asséte ilargest part consist of the acquisition ofdings and
structures of HV (HRK 1.3 billion) and HC (HRK 8@9nmillion).

Nonproduced assets refer to the land acquisitiothénamount of HRK 135.8 million, which was mostly
realized by HC. The land disposal in the amouilRK 11.4 million was entirely realized by AUDIO.
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3.5 TRANSACTIONS IN  FINANCIAL ASSETS AND LIABILITIES OF
EXTRABUDGETARY USERS

Within the structure of net acquisition of finaricassets of Extrabudgetary Users in 2012, curremy
deposits recorded positive amounts (HRK 534.7 omi)li of which the largest part refers to DAB and.HC
Net acquisition of loans was also recorded in th&tive amount of HRK 33.3 million. This is the wvétsof
total acquisitions in the amount of HRK 110.6 mitliand of total disposals, that is, of the repaysen
given loans in the amount of HRK 77.4 million. Nequisition of shares and equity amounted to HRK88
million, primarily as a result of disposals of semand equity in the capital.

In the same period, net incurrence of liabilitiéEatrabudgetary Users amounted to HRK 1.7 billidhis
amount is the result of total incurrence of lig@k on both domestic and foreign markets in thewarhof
HRK 3.3 billion and of domestic and foreign repaytsein the amount of HRK 1.7 billion. At the same
time, domestic liabilities of Extrabudgetary Usarsounted to HRK 1.7 billion, and the foreign ones t
HRK -69.2 million. All incurrences and all repayntenin the observed period referred to the categbry
loans, and in terms of amount, the most signifideamsactions in liabilities of Extrabudgetary Userere
the ones realised in HC during 2012.

Table 3.1. Transactions in Financial Assets and Lhalities of the Extrabudgetary Users in 2012

Fund for
Environmental State Agency for Government Asset
(000 HRK) Croatian Waters . Croatian Roads Ltd. |Deposit Insurance an TOTAL
Protection and Energ e Management Agency]
- Bank Rehabilitation
Efficiency
32 |Net acquisition of financial assets -161,607 76,973 113,329 486,496 -35,818 479,212
321 | Domestic -161,6071 76,87B 113,328 486,496 -35,878 479,212
Currency and deposits -153,263 92P18 113,328 49,296 ,8639 534,710
Loans 0] -15,34! 48,641 33,276
Acquisitions 0 49,941 60,694 110,639
Disposals 0] 65,29 12,073 77,363
Shares and other equity -8,344 0 0 -5[800 -74,630 -88,774
Acquisitions 0 0 [0 q q 0
Disposals 8,344 q 5,80p 74,630 88,774
322 | Foreign 0 0 0 q [o 0
33 [Netincurrence of liabilities 753,69 D 918,998 0 -141,1] 1,658,582
331 | Domestic 767,823 946,007 0 13,909 1,727,739
Loans 767,82 946,047 0 13,909 1,727,739
Repayments 79,124 902,710 0 562,204 1,544,189
Incurrences 846,944 1,848,717 0 576,403 3,271,928
Securities other than shares 0 0 0 0 0 0
Repayments 0 0 q q q 0
Incurrences 0 0 [0 q q 0
332 | Foreign -14,124 qa -27,00p D -28,020 -69,157
Loans -14,124 -27,000 o -28,0P0 -69,157
Repayments 14,12 90,640 o 28,0P0 132,788
Incurrences 0 0] 63,63 D 63,631

Source: Ministry of Finance

3.6 DEFICIT/SURPLUS MEASURES AND FINANCING OF EXTRABUDG ETARY
USERS

Net operating balance of Extrabudgetary Users i 2mounted to HRK 1.1 billion. At the same tinfes t
primary operating balance amounted to HRK 1.5duilli

49



REPUBLIC OF CROATIA
MINISTRY OF FINANCE
ANNUAL REPORT FOR 2012

Net lending/borrowing amounted to HRK -1.2 billiawhich represents 0.4 percent of GDP. Total finagci
is the difference between net incurrence of ligibdiin the amount of HRK 1.7 billion and net aifion of
financial assets in the amount of HRK 479.2 million

Table 3.2. Measures of Deficit/Surplus and Financip of the Extrabudgetary Users in 2012

Fund for State Agency for
Environmental Croatian Roads | Deposit Insurance] COEIE A
(000 HRK) Croatian Waters e —— Ltd. e Ma/rlagement TOTAL
Energy Efficiency Rehabilitation gency
TRANSACTIONS AFFECTING NET WORTH
1 Revenue 1,860,06 1,056,742 1,454,458 576101 54,687 5,004,055
2  bpense 1,455,99 959,748 1,276,972 89,1160 97|832 3,879,986
24 Interest 46,034 4,51 295,772 g 31,82 378,323
Net/Gross operating balance (1-2) 404,073 97,014 177,486 486,641 -41,145 1,124,069
Primary operating balance (1-2+24) 450,109 101,531t 473,2%8 486,158 -9,263 1,502,392
TRANSACTIONS IN NONFINANCIAL ASSETS
31 Netacquisition of nonfinancial assets 1,319,375 0,144 983,156 145 -19,38 2,303,439
Net lending/borrowing (1-2-31) -915,304 76,878 -805,670 486,496 -21,167 -1,179,370
Financing (33-32) 915,303 -76,87B 805,670 -486,496 21,167 1,179,370
TRANSACTIONS IN FINANCIAL ASSETS AND LIABILITIES
32 Net acquisition of financial assets -161,6071 76,873 113,3p8 486,496 -350878 479,212
33 Netincurrence of liabilities 753,69 918,998 0 -14,111 1,658,582

Source: Ministry of Finance
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4. FINANCING OF LOCAL AND REGIONAL SELF-
GOVERNMENT UNITS IN 2012
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4.1 LEGAL FRAMEWORK

The Act on the Areas of Counties, Cities and Mypdtities in the Republic of Croatfaestablishes the
regional organizational structure of the RepublicCooatia and determines the territories of all riims,

cities and municipalities in the Republic of Craatheir titles and centres, way of determining elnanging

borders of municipalities and cities, the procedameceding the change in regional organization athdr

issues important for regional organization of lcaadl regional self-government units.

The territory of the Republic of Croatia consist$®6 local and regional self-government unitswbich 20
units are regional self-government units (countiéSp are local self-government units (126 towns 429
municipalities) and the City of Zagreb which haspacial status, that is, special rights and dufdsoth a
city and a county.

A local and regional self-government unit (hereieafeferred to as: local unit) is a municipalitjty or
county the bodies of which carry out functions,@re tasks and adopt programmes prescribed byaadts
decisions issued on the basis of law, for whichftimels are provided in their budgets.

As a part of their self-government authority, mupadities and cities carry out tasks of local sfgaince
which directly address citizens’ needs, and whighret assigned to state bodies by the Constitatidaw,
especially tasks referring to: improving settlenseand lodgement, physical and urban planning,tytili
services, child care, social welfare, primary Healre, upbringing and primary education, cultpte;sical
education and sport, consumer protection and rlagmgironment protection and improvement, fire-
prevention and civil protection, transport on theiritory, and other tasks in line with relevaotsa

Big cities are local self-government units that ateo economic, financial, cultural, health, trafind
scientific centres of the development of a wideaahaving more than 35,000 inhabitants. As a gatter
self-government authority, big cities, as well @&es which are county centres, carry out the santities
of local significance as other cities and munidtped do, along with some additional activitiesereing to:
maintenance of public roads, issuance of constm@ind location permits and other documents comagrn
construction, implementation of physical plannimguiments and other activities in line with relevacis.

As a part of their self-government authority, céemtcarry out the activities of regional significan
especially activities referring to: education, hieatare system, physical and urban-developmentpign
economic development, transport and transport sirinature, maintenance of public roads, plannind an
development of a network of educational, healtbjsgd@nd cultural institutions, issuance of condtian and
location permits, other documents concerning canston and implementation of physical planning
documents for the county area outside the bigaritya, and other activities in line with relevartsac

Financing of local units is regulated by the Cdnitin'®, Act on Local and Regional Self-Governniént
Budget Act, Act on Financing of Local and Regional Self-Gareent Unité?, Act on Areas of Special

18 Official Gazette, number 86/2006, 125/2006, 1672685/2010 and 145/2010

19 Official Gazette, number 56/1990, 135/1997, 8/199®nsolidated version, 113/2000, 124/2000 — dateted version, 28/2001,
41/2001 — consolidated version, 55/2001 — corracfi®/2010, 85/2010 — consolidated version

20 Official Gazette, number 33/2001, 60/2001, 12980M9/2007, 125/2008, 36/2009, 150/2011 and

2! Official Gazette, number 87/2008 and 136/2012 ¢pxdor Articles 4 - 11, 18, 19, 20, 26 and 35 #atered into force on January
1, 2013)
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State Concef, Act on Hilly and Mountainous AredsAct on the City of Zagré, Act on Island®, 2012
State Budget Execution Aét special acts prescribing the decentralizatiorthef services of elementary-
school and secondary-school education, healthgaters, social welfare and fire-fighting, and by aain
regulations of the Government of the Republic obafia by which minimum financial standards for
financing of decentralized services have been atgdl The Republic of Croatia is a signatory of the
European Charter of Local Self-Government of theur@@d of Europe, which has been ratified and
confirmed by the Act on the Confirmation of the &mean Charter of Local Self-Governnfé&nEuropean
Charter of Local Self-Government guarantees aipaljtadministrative and financial independencéooél
self-government units.

The Budget A¢f that entered into force on January 1, 2009, régsihree main areas:

1. area of budget planning, preparation and adoptiorofie year and of the projections for the next two
years as well as the budget execution at bothtéte and local units levels;

2. area of managing budget funds, state assets aaduoits assets, and public debt, as well as bangw
and providing guarantees;

3. area of budget relations in the public sector, el &8 of the relations between the budget and dtadg
users, and the entities outside the budget syshathis outside public sector.

The Act on the Amendments to the Budget®*Adefines more precisely the development progranptes
as a document prepared for a three-year periodaiciimg goals and priorities of the developmentaufal
units linked with the programme and organizatiatiaksification of the budget. These Amendmentdi¢o t
Act prescribe the obligation of publishing semi-aahand annual reports on the budget execution &m w
pages of local and regional self-government units.

4.2 FINANCING OF LOCAL AND REGIONAL SELF-GOVERNMENT UNI TS

The budget of a local and regional self-governmanittis an act which estimates revenues and recaiud
which determines expenditures and expenses of & loat for one year, in line with the law and the
decision issued pursuant to the law, and it is satbjpy its representative body (county assemblyy Ci
Assembly of the City of Zagreb, and municipalitydasity council).

In the follow-up, there is an overview of budgettorn for 53 local units (City of Zagreb, twentyuwties,
all cities which are county centres and the follogvicities: Velika Gorica, Samobor, Vrbovec, Zapresi
Crikvenica, Opatija, Vinkovci, Pula, Labin, Pér&ovinj and Umag).

22 Official Gazette, number 117/1993, 69/1997, 33(207B/2000, 127/2000, 59/2001, 107/2001, 117/2a60/2002, 147/2003,
132/2006, 26/2007 — Decision of the Constitutionali€of the Republic of Croatia, 73/2008, 25/2012

2 Official Gazette, number 86/2008 and 57/2011

24 Official Gazette, number 12/2002, 32/2002, 117R@2/2005, 90/2005 and 80/2008

% Official Gazette, number 62/2001, 125/2008 an@®369

%6 Official Gazette, number 34/1999, 32/2002 and G3&2

27 Official Gazette, number 24/2012 and 132/2012

28 Official Gazette — International Agreement, numb&f1997 and 4/2008

2% Official Gazette, number 87/2008

30 Official Gazette, number 136/2012 (except Articles11, 18, 19, 20, 26 and 35 which entered iotod as of January 1, 2013)
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4.2.1 Budget Revenues of Local and Regional Self-GovernmieUnits

Municipalities, cities and counties use their budg¥enues for financing their self-government\atés.
The Act on Financing of Local and Regional Self-&mment Units defines types of revenues, distriputi
thereof and rates, that is, the limits within whibley are prescribed. Besides the aforementiorgdaton,
local and regional self-government units also htwveadhere to other special acts and regulations tha
regulate various public spending areas for whiah dinits independently, but within legally prescdbe
framework, collect and determine the revenues lgigpregulations and capital revenues.

According to the data on the budget execution Btogal units, total revenues in 2012 were realirethe
amount of HRK 15.0 billion, which represents anréase of 1.8 percent in relation to the realization

previous year.

Table 4.1. Budget Revenue in the 2010-2012 Periaat 63 Local Units

Index Index

(000 HRK) 2010 2011 2012 2011/2010| 2012/2011
1 REVENUE 15,041,812 14,763,048 15,035,185 98.1 101.8
11 Taxes 8,872,44 8,805,846 9,423,867 9p.2 107.0
111 Taxes on income, profits, and capital gains 3525218 7,965,284 8,606,614 99.3 108.1
1111 Payable by individuals 8,021,829 7,965,284 8,606,644 99.3 108.1
113 Taxes on property 439,983 437,597 404,9p7 99.4 92.5
114 Taxes on goods and services 394,714 39,941 402,483 98.9 102.4
1141 | General taxes on goods and services 40,883 b1,404 55,374 103.p 107.7
11412 | Sales taxes 49,889 51,404 55,3718 103.0 107.7
1144 | Taxes on specific services 15/153 13,167 1p,840 .9 86 97.5
1145 ;2’;?50” use ofgoods, permission to use 328,303 323,113 328,973 9B.4 1018
11451 | Motor vehicles taxes 256,786 249,917 250,99 9.3 100.4
11452 | Other 71,516 73,13p 78,014 102.3 106.7
1146 | Othertaxes on goods and services b,376 5,256 15,29 97.9 100.7
116 Other taxes 11,919 10,07p 9,804 84.6 97.3
13 Grants 2,147,944 2,122,230 1,798,068 9B.8 84.7
131 From foreign governments 3,774 549 1 1415 2.0
132 Frominternational organizations 2,867 8(814 23,687 - 268.7
133 From other general government units 2,141,806 2261 1,774,341 9816 84.0
14 Other revenue 4,021,424 3,835,003 3,813,270 9p.4 99.4
141 Property income 945,05( 886,337 921,2p7 98.8 103.9
142 Sales of goods and services 2,741,197 2,644,869 09,774 97.Y 935
1422 | Administrative fees 2,497,53 2,422,160 2,280,181 g7.0 94.1
1423 Incidental sales by nonmarket establishments ,6649 242,57 202,247 91.2 83.4
143 Fines, penalties, and forfeits 13734 54327 71,122 - 130.9
144 Voluntary transfers other than grants 32,054 75 55,68( 105.8 164.9
145 Miscellaneous and unidentified revenue 283,389 71 255,396 62)0 145.4

Source: Ministry of Finance

The most abundant revenues of local units aredagnues. In 2012, they were realized in the amotint
HRK 9.4 billion, which represents 62.7 percent aft revenues. In relation to 2011, tax revenueeewe
increased by 7.0 percent.

Revenues from grants were realized in the amoultRIK 1.8 billion, that is by 15.3 percent less than
2011. Their share in total revenues was 12.0 percen

In 2012, there was also a reduction in other regsmuhich represent the second group of the mosiczint
revenues of local units (25.4 percent of total nesss). In relation to the previous year, they wiereased
by 0.6 percent, that is, they amounted to HRK dI®b.
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Figure 4.1. Structure of Total Revenue of 53 Locdlnits in 2012

25.4%

u Taxes
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12.0% m Other revenue

Source: Ministry of Finance

4.2.1.1 Taxes

The Act on Financing Local Units defines the sosiroé funds by categories and types of revenues, and
types of joint taxes and the distribution thereobag the state, counties, municipalities and cities

Within the structure of tax revenues, the larghars came from the revenues from personal incormartd
the revenues from surtax to personal income taxd pércent, followed by the tax on property ancetagn
goods and services with equal shares in totaldegrnues of 4.3 percent. Other taxes representefckmt of
tax revenues of local units.

Figure 4.2. Structure of Tax Revenues for 53 Locdlnits in 2012

4.3% 43% 0.1%
3%

= Payable by individuals

Taxes on property

m Taxes on goods and services

m Other taxes

91.3%

Source: Ministry of Finance

In 2012, the revenues from personal income taxessanaxes were increased in relation to the ptevio
year by 8.1 percent, and they amounted to HRK 8li®&rb This increase is partly a consequence & th
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amendments to the Act on the Amendments to theAdtinancing of Local and Regional Self-Government
Units™, which entered into force on March 1, 2012.

This Act amends the distribution of revenues framspnal income tax. The share of a municipalits th,
of a city in the distribution of the revenues fr@g@rsonal income tax is increased from 55 perces6td
percent, and the share of a county is increased 1.5 percent to 16 percent along with the simeloas
reduction in the share of the position for equaiiafund for decentralized functions from 17.5 quart to
15.5 percent. The reduction of the share of eqaiddiz fund also influenced the reduction in theerayes
from grants to local and regional self-governmemtsu In case of the City of Zagreb that has fuorddi of
both a city and a county, the share of the Citthim distribution of the revenues from personal imedax
was increased from 70.5 percent to 72.5 percengalith the simultaneous reduction in appropriatifor
equalization fund for decentralized functions frd5 percent to 15.5 percent.

The Amendments to the Act on Financing of Local tiiifom 2001 and 2003, and the amendments to
special acts created a legal framework for the mieakzation of functions of elementary-school and
secondary-school education, social welfare, heafthcand fire-fighting system (public fire-fighting
brigades) to local and regional self-governmentsuni

A part of the functions/expenses for education|thesystem and social welfare was transferred ttafgest
units — 20 counties, 34 cities and the City of Z&grand the regular activity of fire-fighting brags is
financed by 130 municipalities/cities. Regarding transferred functions, the units dispose of tiditnal
share in personal income tax for each of them.aldditional shares in personal income tax are usedwver
the minimum financial standards determined by dbjeccriteria regulated by annual decisions of the
Government of the Republic of Croatia for respectveas. Furthermore, in line with the mentionet the
units which do not collect sufficient funds to cotke minimum financial standards, despite the tamitil
shares in personal income tax, have the right ¢éotlhis equalization fund from the funds for decdizted
functions from the State Budget.

In December 2011, the Government adopted individealsions for the first quarter of 2012 on craeaind
benchmarks for determining balance rights for feiag the minimum financial standard of the publezds

of secondary schools and students dormitories, exéamy-school education, and the minimum financial
standards applicable to material and financial egpe of the social welfare centres and for assistam
covering housing costs to users who use wood fatitg as well as for decentralized functions eslatio
healthcare services and decentralized funding dands for senior citizens and the disabled, anddgular
activity of public fire-fighting brigadé& At the beginning of May 2012, the Government addpthese
decisions for the period of the whole 28*.2nd in September and October 2012, it adoptedrtfendments
to thereot’. Pursuant to the Regulation on the Method for @ating the Amount of Equalization Grants for
Decentralized Functions of Local and Regional &afrernment Units for 2012 (Official Gazette, number
52/12), total funding for decentralized functionasaetermined in the amount of HRK 2.41 billiong émey
were distributed by units and purposes.

81 Official Gazette, number 25/2012
$20fficial Gazette, number 149/2011
33 Official Gazette, number 52/2012
34 Official Gazette, number 105/2012, 111/2012 ardf2012
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Table 4.2. Number of Local Units Financing the Deggralized Functions in 2012

. Secondary Primary Public fire Total number
AEIMEED || SEAE MR education education brigades of units
Counties 20 - 20
. 32
Cities - - - > = 66
Municipalities - - - - 66 66
TOTAL 20 20 20 54 130 152

Source: Ministry of Finance

Table 4.3. Financing of Decentralized Functions i2012

Counties and the L L
(000 HRK) City of Zagreb Cities Munipalities TOTAL

Health care 482,434 482,435
Social welfare 361,087 361,082
Secondary education 451,810 451,810
Primary education 709,524 242,412 951,937
Public fire brigades 57,544 241,482 31,597 330,625
TOTAL 2,062,394 483,894 31,597 2,577,889

Source: Ministry of Finance

The total amount of HRK 2.6 billion was distributéat financing of the decentralized functions in120
The largest part of that amount may be attribuéedounties and the City of Zagreb with the totaH&K
2.1 billion of expenditures.

According to the criterion of functions, the largasount was spent for the function of elementahoesl
education in the amount of HRK 952 million. Regagdihe expenditures, the elementary-school educatio
is followed by the healthcare system, secondargacbducation, social welfare, while the smallesbant

of HRK 331 million was appropriated for the functiof fire-fighting.

4.2.1.2. Grants

Grants are current and capital transfers to th@éisdof local units from foreign governments, intgronal
organizations and other general government undtal amount of grants includes a part of persamadrne
tax obtained as an equalization grant from theeSBaidget for decentralized functions. In the fisgadr of
2012, total grants paid in the budgets of locatsuaimounted to HRK 1.8 billion, which represents th
reduction by 15.3 percent in relation to the prasigear.

Table 4.4. Grants Revenue Achieved in 2010-2012 Rt for 53 Local Units

Index Index

(000 HRK) 2010 2011 2012 2011/2010] 2012/2011
13 Grants 2,147,944 2,122,230 1,798,058 9B.8 84.7
131 From foreign governments 3,77p 549 11 145 2.0
1311 Current 3,660 481 1L 131 2.3
1312 Capital 1146 64 ( 58.Y 0.0
132 From international organizations 2,367 8,814 23,687 268.7
1321 Current 1,487 6,016 14,446 - 240.1
1322 Capital 880 2,79 9,241 - -
133 From other general government units 2,141,806 2,2B6 1,774,36[L 98/6 84.0
1331 Current 1,972,00 1,669,772 1,462,460 q4.7 87.6
1332 Capital 169,80$ 443,095 311,5p0 26[L.0 70.3

Source: Ministry of Finance

57



REPUBLIC OF CROATIA
MINISTRY OF FINANCE
ANNUAL REPORT FOR 2012

The grants from other general government units alslide the grants realized by local and regicdi-
government units from the State Budget. Thus, desnimunicipalities and cities of the first and #ezond
category of areas of special state concern, whiebt e criteria for the calculation and allocatidrgrants,
receive grants from the State Budget. The detetiomaallocation and use of these grants is estadd by
the Act on the State Budget Execution for respecyiwars. In the Act on the Execution of the Staiddgt
of the Republic of Croatia for 2012, the aforememéid was regulated by Article 35.

In 2012, these grants were realized in the amofiitRK 83.7 million, which represents a decline of 0
percent in relation to the previous year. The gramere received by 14 counties, 11 cities and 38
municipalities of the first and the second categufrnareas of special state concern. The amountgaoits
paid to counties range from HRK 419 thousand to HR& million, depending on the fulfilment of the
criteria for the calculation of grants; for citit® amounts range from HRK 60 thousand to HRK 2lkom,

and for the municipalities between HRK 37 thousand HRK 3.7 million.

Table 4.5. Grants to Regional and Local Units in th Areas of Special State Concern from the State
Budget in 2012

Index Index
(000 HRK) 2010 2011 2012 2011/2010| 2012/2011
Grants to Local Units 89,049 84,289 83,735 94.7 99.3
Grants to Counties 47,934 44,148 45,097 92.1 102.1
Grants to Cities 7,700 9,880 11,545 124.3 117.2
Grants to Municipalities 33,414 30,26[L 27,063 90.6 89.4

Source: Ministry of Finance

In line with the Act on the Execution of the St&edget, the counties have to distribute at leagpéisent
of the amount of the received grant to municipaditand cities in the territory thereof which ar¢ dicect
beneficiaries of these grants.

Counties may use the grants only for the capitaf@mme investments, except for the procurement of
passenger cars, while municipalities and cities @migp use the grants for financing material andgne
expenses.

Local self-government units in the areas of spestale concern and hilly-mountainous areas alseivec
grants in the amount of corporate income tax, fi@oh the State Budget, that are realized in the afe
special state concern and in the hilly-mountaireresis. The payment of these grants in 2012 wasetkiin
Article 36 of the Act on the Execution of the St&tedget of the Republic of Croatia for 2012. All®2®cal
units that are situated in the areas of specité stancern and in hilly-mountainous areas recethiedyrant
in the amount of the corporate income tax realiaedhe territory thereof in total amount of HRK 286
million, which, in comparison to the previous-yeanount of HRK 222.9 million of refund on the basfs
corporate income tax, represents a significantes®e. Out of the total amount of HRK 187.4 millimin
refund of corporate income tax to municipalitiesl @ities in the area of special state concern it22the
municipalities and cities from the |l category bétarea of special state concern had the largast &htax
refunds, and they received HRK 109.5 million. In.20the amount of HRK 79.5 million was refunded to
municipalities and cities in the hilly-mountaincareas on the same basis.
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Table 4.6. Grants for Regional and Local Units fromthe State Budget in the Amount of Corporate
Income Tax from their Territory in 2010-2012 Period

Total out of which 2010 2011 2012
(000 HRK) numper Cities Mu‘n.lmp Cities Mu‘n.mp Total | Cities Mu.n.mp Total Cities Mu.n.mp Total
of Units alities alities alities alities
Areas of special State concern 185 30 155 86,122 57,874143,99¢ 81,23C 74,350155,58( 103,97C 83,381187,350
Group | 50 8 42 24,643 12,0G7 36,650 28,36¢ 16,241 44,609 29,425 18,435 47,860
Group Il 61 21 44 61,012 23,012 84,024 52,247 27,622 79,864 74,218 35,244109,463
Group Il 74 1 73 467 22,855 23,327 616 30,487 31,103 326 29,701 30,028
Hilly and mountainous areas 45 12 33 50,778 37,029 87,8071 36,026 31,295 67,327 45,052 34,494 79,546
Total 230 42 184 136,900 94,90231,803 117,256 105,646222,90 149,021 117,875266,896

Source: Ministry of Finance

Pursuant to the provisions of Article 34 of the Actthe Execution of the State Budget of the Repudil
Croatia for 2012, personal income tax return wad, imsed on annual return application, to taxpafrem
the areas of special state concern (first, secodtlaird category) and hilly-mountainous areasmfrihe
revenue which belongs to the State Budget, in ¢ked amount of HRK 451.2 million. Since the perdona
income tax return is paid directly to taxpayersizens, the local units on behalf of which the Rajuof
Croatia returns the overpaid amount of tax, doregister these funds as the received grant. Onlg 10
percent of total refunds of income tax in the arefaspecial state concern in 2012 was returneeausbdf
counties, while the remaining 89.9 percent wasrnei instead of local self-government units, tisathe
amount of 405 million.

Table 4.7. Personal Income Tax Return Based on annAual Application which the State Returns on
Behalf of Regional and Local Units in 2010 - 2012dpiod

Index Index
(000 HRK) 2010 2011 2012 2011/2010( 2012/2011
Personal Income Tax Return 593,436 501,898 451,194 84.6 89.9
on behalf of regional units 61,854 51,840 46]206 83.8 .1 .89
on behalf of local units 531,582 450,058 404/988 84.7 .0 90

Source: Ministry of Finance

4.2.1.2 Other Revenue

In 2012, other revenues, as the second most impgagaenues of local units, were realized in th@amh of
HRK 3.8 billion, which represents the reduction®g percent in relation to 2011. Other revenue® il
and regional self-government units may be clagkifie five main categories: property income, revenue
from sales of goods and services, fines, penamesforfeits, voluntary transfers other than sulkesidand
miscellaneous and unidentified revenues.
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Figure 4.3. Structure of Other Revenues of 53 Locdlnits in 2012

15% 67%
1.9%

Property income

m Sales of goods and services

m Fines, penalties, and forfeits

Voluntary transfers other than

grants

m Miscellaneous and unidentified
revenue

Source: Ministry of Finance

In 2012, the revenues from sales of goods andcerViad a share of 65.8 percent in other reveiuése
amount of HRK 2.5 billion, which represents theugltbn by 6.5 percent in relation to the previoasiy
Revenues from sales of goods and services areuesdmnom the sales of fee stamps, residence charges
utility-service fees, utility-service payments asttier fees.

The second group of revenues according to itsafizee share in other revenues are property inceitie
24.2 percent which consists of the revenues fromailes and immovables, concessions, fees for thefus
space in power plants, mineral ore fees, feedhwuse of public areas etc. In 2012, they werézezhin the
amount of HRK 921.3 million, which represents atréase by 3.5 percent in relation to 2011.

Miscellaneous and unidentified revenues amountedHRK 255.4 million, and therefore, they were
increased at a year-on-year level by 45.4 perdenes, penalties and forfeits amounted to HRK 71.1
million, which represents an increase by 30.9 pdraerelation to 2011, and voluntary transferseottihan
subsidies amounted to HRK 55.7 million, which resgrgs an increase by 64.9 percent in relation ¢o th
previous year.

Revenues from fees and charges determined by $pegidations are earmarked revenues that may & us
only for activities for which they have been intnggd. The introduction of these revenues and thmuata
thereof are established by local units themselvdgmthe legal framework.

4.2.2 Budget Expense of Local and Regional Self-Governmelnits

Budget expenses of counties, cities and municipsldre conditioned not only by laws and own deosi
adopted pursuant to law that set up the obligattbegeof, but also by the realization of budgeteraies.
Expenses of local units refer to the performancaadivities that are under the competence of |lecel
regional self-government.
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Expense financing is planned on the basis of splesi and decisions made by the units, and theuxan
is ensured by decisions on budget execution, algtiythe obligation of budgetary users to use tedé
rationally and efficiently for earmarked purposas the basis of the planned revenues in the budget.

In 2012, total executed expenses amounted to HRE& HiBion and in relation to 2011 they were ined
by 4.8 percent. The largest part of the expendessro the use of goods and services (HRK 5.®hjl due
to financing of current expenses as part of deaks#d functions and material expenses from withim
scope of activity of local units. Expenses for tise of goods and services include expenses negdéssiie
regular functioning of all users. The funds werergpon materials, energy, public lighting, cleaniofg
public areas, utilities and other services for fagoneeds, and expenses for regular maintenanigeildings
and equipment. Expenses for the use of goods amde® were increased by 4.6 percent in relatio?Obl.

Table 4.8. Budget Expense in the 2010-2012 Periaat 63 Local Units

Index Index

(000 HRK) A e g 2011/2010f 2012/2011
2 EXPENSE 13,066,27[ 12,661,547 13,269,948 96.9 104.8
21 Compensation of employees 3,622,102 3,604,127 3427, 99.5 103.1
211 Wages and salaries 3,133,718 3,210,747 6| 98. 103.9
212 Social contributions 488,383 506|675 105.5 4 98
22 Use of goods and senvices 49958371 5354, 100.1 104.6
24 Interest 102,517 134,863 123.1 106.9
25 Subsidies 1,253,408 1,037,691 83.3 994
251 To public corporations 1,066,185 891,619 8| 82. 101.0
252 To private enterprises 187,223 146,072 86.1 06 9
26 Grants 299,224 313,289 971.3 107.6
263 To other general government units 299,226 07,764 97.0 106.1
2631 | Current 167,22 160,917 91L.9 104.7
2632 | Capital 131,997 146,8|18 10B.3 107.6
27 Sacial benefits 647,916 710,944 1qo0.7 108.9
272 Social assistance benefits 616|744 689,990 0111 110.6
273 Employer social benefits 31,172 20,954 93.0 272
28 Other expense 2,145,538 2,127,383 D0.7 109.4
282 Miscellaneous other expense 2,145,538 27,2841 90.¥ 109.4
2821 | Current 1,483,437 1,423,499 92.5 103.7
2822 | Capital 662,101 704,084 86.6 1229

Source: Ministry of Finance

Compensations of employees (salaries and contitsitiwvere executed in the amount of HRK 3.7 billion
that is, in relation to the previous year, theyeveicreased by 3.1 percent. Besides the salariesployees
in local units bodies, compensations of employéss iaclude the salaries of their budgetary usérsatres,

museums, libraries, kindergartens, etc.).

The interests amounted to HRK 134.9 million, whielpresents 6.9 percent more at a year-on-year. level
They were mostly designated for the settlementeditliabilities of local units from previous peds.
Subsidies are current transfers of funds that eengonce or on a regular basis, and, accordimutposes,
they may be allocated for interests, employee itigiprogrammes, etc. They were executed in totalusnn

of HRK 1 billion, that is, they declined by insificant 0.6 percent in relation to 2011. They werastly
intended for public corporations, while the smalpairt thereof was intended for those outside thdipu
sector — mostly farmers, craftsmen and indeperndaaérs, and small and medium entrepreneurs.

Expenses for social benefits were executed in @tabunt of HRK 710.9 million and were significantly
increased at a year-on-year level, that is, byp8r@ent in relation to previous year.
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Grants are non-compulsory current and/or capitatsfiers that are allocated to budgetary users der c
financing of their current and capital expense2012, these expense amounted to HRK 313.3 million,
which is 7.6 percent more than in relation to 2024dpital grants represented 46.8 percent of tttadaions

for grants.

Other expenses (donations) include current andtatapkpenses which, in 2012, were executed in the
amount of HRK 2.1 billion. In other words, they weincreased by 9.4 percent at a year-on-year level.
Looking at the structure of other expense, 66.@gdrof that amount refers to current other expseresed

the rest to capital other expenses. Donations avstlynintended for non-profit organisations for non
economic investments, reparations following natdisdsters, and for the procurement of equipmenat far
companies and non-profit institutions owned by larats for the acquisition of nonfinancial assets.

Within the structure of total expense, the expeiosethe use of goods and services accounted fot 39.
percent, compensations of employees accounteddf@efent, other expense for 16 percent, subsidies

7.8 percent, social benefits for 5.4 percent, gréat 2.4 percent and interests for 1 percent.

Figure 4.4. Structure of Total Expenses of 53 Locdlnits in 2012
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Source: Ministry of Finance

4.3 TRANSACTIONS IN NONFINANCIAL ASSETS OF LOCAL AND RE GIONAL
SELF-GOVERNMENT UNITS

In 2012, net transactions in nonfinancial asseteuarted to HRK 1.4 billion, which means that theyreve
reduced by 13.8 percent. Nonfinancial assets iecfiad assets, valuables and nonproduced assetsl F
assets include buildings and structures, machiaedyequipment and other fixed assets.

Expense for the acquisition of fixed assets amaltdeHRK 1.6 billion, that is, they were reduced 15,6
percent in relation to 2011. The largest part eSthreferred to schools and healthcare instituticulgural
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facilities, preschool institutions, entrepreneurizbnes, business buildings, road reconstruction and
construction, sport and recreational centres, fur@j equipment and other. Revenues from the didpais
fixed nonfinancial assets amounted to HRK 160.lionil

Nonproduced nonfinancial assets comprise landassets, other naturally occurring assets and oijietis
(concessions, licenses, patents, etc.). The layggstof the disposal of nonproduced nonfinancsdets
realized in 2012 refers to land disposal in the @amo@f HRK 126.2 million. The majority of the acgition
of nonproduced nonfinancial assets is also indahd.|

Table 4.9. Transactions in Nonfinancial Assets irhie 2010-2012 Period for the 53 Local Units

Index Index
(000 HRK) 2010 2011 2012 2011/2010] 2012/2011
NET ACQUISITION OF NONFINANCIAL ASSETS 2,168,528 1,671,392 1,440,58B 7711 86.2
Fixed assets 2,223,776 1,642,846 1,427,363 7B.9 86.9
Acquisitions: fixed assets 2,366,044 1,880,738 1,587,482 79.5 84.4
Disposals: fixed assets 142,268 237,89 160,129 167.2 67.3
Buildings and structures 1,844,836 1,330]805 1,140,733  72.1 85.7
Acquisition: buildings and structures 1,986,047 1,565,770 1,299,706 18.8 83.0
Disposal: buildings and structures 141,214 234,966 158,973 16p.4 67.7
Machinery and equipment 304,061 2471130 233,789 81.3 6 94.
Acquisition: machinery and equipment 305,061 248,822 234,914 81.6 94.4
Disposal: machinery and equipment 1,004 1,692 1,124 164.2 66.5
Other fixed assets 74,874 64,9111 52,831 86¢.7 81.4
Acquisition: other fixed assets 74,93( 66,146 52,862 88.3 79.9
Disposal: other fixed assets 51 1,234 3p - 2.6
Valuables 69 144 93 210.4 63.9
Acquisition: valuables 69 148 93 2104 63.9
Disposal: valuables 0 0 0 E -
Nonproduced assets -55,319 28,400 13,142 - 46.3
Acquisition: nonproduced assets 254,894 243,344 146,075 9%.5 60.0
Disposal: nonproduced assets 310,214 214,945 132,983 69.3 61.8
Land -122,69¢6 -46,877 -27,6%3 382 59.0
Acquisition: land 183,672 165,566 98,555 90.1 59.5
Disposal: land 306,361 212,443 126,2p8 69.3 59.4
Other naturally occurring assets 14 16 346 115.9 -
Acquisition: other naturally occurring assets 14 14 344 1159 -
Disposal: other naturally occurring assets 0 o 0 - -
Intangible nonproduced assets 67)364 73,260 40,449 71111, 53.7
Acquisition: intangible nonproduced assets 71,211 77,76R 47,115 109.2 60.7
Disposal: intangible nonproduced assets 3,847 2,50p 6,745 6JO 268.8
Source: Ministry of Finance
4.4 TRANSACTIONS IN FINANCIAL ASSETS AND LIABILITIES OF LOCAL AND

REGIONAL SELF-GOVERNMENT UNITS

In 2012, net acquisition of financial asset amodriteHRK 247.2 million, while net liabilities wereduced

by HRK 77.5 million.

Net amount of transactions in financial asset result of expenses and receipts on the basis afdial
asset and of changes in the status of currencg@pakit. Transactions in financial asset incluos bf all:
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* increase in the status of currency and depositRiK H86.1 million;

» acquisition of domestic loans, in the amount of HBK7 million, and acquisitions of shares and
equity chasing shares in the capital of compami¢sa amount of HRK 60.2 million;

» disposals of loans, in the amount of HRK 33.2 williand disposals of shares and equity in
companies in the amount of HRK 5.9 million.

Transactions in liabilities include incurrences amgayments of received loans on the basis of dssue
securities. In 2012 incurrences were carried omektically, in total amount of HRK 389.8 millionnc
mostly by taking loans from domestic commercialksa(HRK 389.2 million). Repayments mostly referred
to domestic loans (HRK 408.4 million), and in sraalpart to domestic issued securities and foresgmg.
Total repayments in 2012 amounted to HRK 467.2ionill

Table 4.10. Transactions in Financial Assets and &bilities in the 2010-2012 Period for 53 Local Unst

(000 HRK) 2010 2011 2012

NET ACQUISITION OF FINANCIAL ASSETS -226,342 440,757 27,184
Domestic -226,347 440,75 247,184
Currency and deposits -172,224 459,173 186,135

Securities other than shares 0 0 279
Loans 75,064 -5,66p 6,531
Acquisitions 52,96( 50,506 39,732
Disposals 128,024 56,171 33,201
Shares and other equity 20,949 -12,751 54,240
Acquisitions 32,964 18,791L 60,171
Disposals 12,02( 31,54p 5,932

Other accounts receivable 0 0 0

Foreign 0 0 0
NET INCURRENCE OF LIABILITIES -33,349 10,608 -77,465
Domestic -20,901 17,118 -71,266
Securities other than shares -23,991 -80,89 -52,080
Repayments 26,384 164,9 52,656
Incurrences 2,395 84,02 576
Loans 3,090 98,0 -19,186
Repayments 338,10 394,015 408,389
Incurrences 341,199 492,019 389,204
Foreign -12,4494 -6,50 -6,199
Loans -12,444 -6,50] -6,199
Repayments 12,444 6,50 6,199

Incurrences 0 0

Source: Ministry of Finance

Local units were given a possibility of incurrerfoe the financing of investments (capital projects)line
with the provisions of the Budget Act, act on thet& Budget execution for single years and secgndar
legislation. Counties, cities and municipalitiesymiacur a debt by taking credits and loans anddsying
securities at the banks on the territory of the ubdip of Croatia, and at international financiastitutions

for capital projects that are financed from theidgets and which were confirmed by the represemstati
body with the prior consent of the Government.

The Budget Act prescribes the limit of liabilitiemynual annuity and the base for determining tlreasof
borrowing. Annual annuity of loans, guarantees atiér arrears can amount up to 20 percent of exhliz
revenues of a unit in the year preceding the yeawhich the liabilities were incurred. This limif @0
percent of debt (liability per credits, guarantaad consents, and arrears from previous periodgjtiso be
applied on projects co-financed or financed fromBuropean Union funds, that is, for pre-finanaifiguch
projects. In addition, municipalities, cities anduaties can issue guarantees for borrowing to digub
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institution or to a company founded and majorityred by it. These guarantees are included in the
aforementioned annual borrowing limit of the regjwecunit.

The units are allowed to re-finance former loabiliaes due to more favourable loan conditionsarily

to the reduction of interest rates on the capitark®t. A loan that was taken with the approval the
Government and the rest of the debt based on ismedities, for the issuance of which the Govemtrhas
given its consent, may also be re-financed underctindition that the re-financing does not increthse
existing liabilities of the respective local unit.

The State Budget Execution Act (Article 16) presesi the measures of limitation by means of whieh th
Government can annually give its consent on bomgwo local units. In line with the Act, municipidis,
cities and counties may apply for borrowing, ane @overnment could give its consent on borrowing in
total value up to 2.5 percent of total realizederaves from business operations of all local usttted in the
financial report for 2011. 2.5 percent of totallia=d revenues in 2011 amounted to HRK 506.3 nmllio
which means that, in 2012, local units could hamedwed up to that amount.

The State Budget Execution Act also prescribesraga¢ion from the application of this limitation.dve
precisely, the provision on the limits of the ambup to which the Government may give its consant o
borrowing, is not applied to the units in the aredspecial state concern, to the units that borfomw
projects co-financed from the European Union pieeasion programmes, nor to the units that borraw fo
energy efficiency projects (ESCO projects).

Local units used these legal provisions in accardawith the regulations, primarily to finance the
construction of municipal infrastructure, roadsbipeilighting, business zones, libraries, schoa+sghalls,
energy efficiency projects and other activities.

4.5 DEFICIT/SURPLUS MEASURES AND FINANCING OF LOCAL AND REGIONAL
SELF-GOVERNMENT UNITS

As a result of local unit revenues and expensesi$ienet operating balance in 2012 amounted to HRBK
billion. At the same time, the primary operatinddoge reached the level of HRK 1.9 billion.

If the net operating balance is reduced by theevaluhe net acquisition of nonfinancial assets,résult is
the category of net lending/borrowing, which, inl2pamounted to HRK 324.6 million. Financing ofsthi
measure is a result of the difference between #teacquisition of financial assets in the amounH&K
247.2 million and the net incurrence of liabilitiesthe amount of HRK 77.5 million.
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Table 4.11. Deficit/Surplus Measures and Financing the 2010-2012 Period for 53 Local Units

(000 HRK) 2010 2011 2012
TRANSACTIONS AFFECTING NET WORTH
1 Revenue 15,041,811 14,763,088 15,035,185
2 Bgpense 13,066,27f 12,661,547 13,269,948
24  Interest 102,511 126,141 134,863
Net/Gross operating balance (1 - 2) 1,975,531 2,101,541 1,765,237
Primary operating balance (1 - 2 +24) 2,078,051 2,227,742 1,900,099
TRANSACTIONS IN NONFINANCIAL ASSETS
31 Net acquisition of nonfinancial assets 2,164,528 6711397 1,440,588
Net lending/borrowing (1 - 2 - 31) -192,993 430,14P 324,649
Financing (33 - 32) 192,994 -430,14P -324,649
TRANSACTIONS IN FINANCIAL ASSETS AND LIABILITIES
32 Net acquisition of financial assets -226[342 440,75 247,184
33 Net incurrence of liabilities -33,344 10,60 -77,465

Source: Ministry of Finance
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5. TOTAL DEFICIT/SURPLUS OF THE CONSOLIDATED
GENERAL GOVERNMENT IN 2012
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5.1 TOTAL DEFICIT/SURPLUS OF THE CONSOLIDATED GENERAL
GOVERNMENT

The calculation of total deficit of the General ®@avment starts with the category of net lendingineing
which represents the difference between revenygernse and net acquisitions of nonfinancial as3éts.
starting point for the calculation of deficit is thentirely a pure cash principle because it inctude
calculation principle of the review of the transawes of the Croatian Motorways (Hrvatske autocestéhe
2008-2011 period. According to this, the trendgemenue and expense and acquisition of nonfinancial
assets of the Consolidated General Governmenti2 2&sulted in net lending/borrowing in the amooint
HRK -11.2 billion, that is, 3.4 percent of GDP, whiis by 0.1 percentage point less than in relatiothe
planned amount.

The majority of the deficit, 3 percent of GDP, weecorded at the level of the Budgetary Central
Government, while the budget of Extrabudgetary 8lsecorded the deficit of 0.5 percent of GDP, andal
and Regional Self-Government Units recorded thplgarof 0.1 percent of GDP.

Table 5.1. Total Deficit/Surplus of the Consolidaté General Government in the 2008-2012 Period

CONSOLIDATED GENERAL GOVERNMENT

(HRK 000) 2008 2009 2010 2011 2012 Plan 2012
1 Revenue 134,735,54p 128,089,920 123,715p44 123,034,566 126,138,159
2 BExpense 130,381,14p 132,447,149 133,658 424 132,888,884 132,449,869
31 Net acquisition nonfinancial assets 7,353,65: 6,134,006 4,796,378 5,023|525 B3,
Net lending/borrowing (1-2-31) -2,999,25 -10,491,235 -14,739,959 -14,877843 -11,225,212
Total deficit/surplus of Consolidated General Govenment -2,999,25 -10,491,235 -14,739,459 -14,877|843 -11,225,212
GDP, % -0.9 -3.7 -4. -4.p -3.4

Source: Ministry of Finance

The following tables show a review of deficit/swrplof all levels of the Consolidated General Gowernt
in the 2008 to 2012 period.

Table 5.2. Total Deficit/Surplus of the Consolidaté General Government according to Government
Level in the 2008-2012 Period

BUDGETARY CENTRAL GOVERNMENT

(HRK 000) 2008 2009 2010 2011 2012 Plan 2012
1 Revenue 115,772,65p 110,257,947 107,466,851 107,069,670 108648 109,558,928
2 BExpense 115,292,426 117,923,992 120,323,832 119,939,511 113595 118,729,992
31 Net acquisition nonfinancial assets 2,988,12 1,963,401 1,232,366 1,138{970 1,424,090 89,62
Net lending/borrowing (1-2-31) -2,507,90 -9,629,446 -14,089,347 -14,008,811 -9,899,97 -10,000,689
Total deficit/surplus of Budgetary Central Government -2,507,901 -9,629,446 -14,089,347 -14,008,811 -9,821 -10,000,689
GDP, % -0.7] -2. -4. -4.p 3 -3.0
EXTRABUDGETARY USERS
(HRK 000) 2008 2009 2010 2011 2012 Plan 2012
1 Revenue 6,324,344 5,659,418 5,060,498 5,114{098 5,251,009 5789,
2 Bxpense 5578,67 4,454,571 4,122,433 4,200]116 4,129,236 3ER5,
31 Net acquisition nonfinancial assets 1,249,57 1,414,481 1,395,484 2,213|163 1,937,003 28813,
Net lending/borrowing (1-2-31) -503,91( -209,63¢ -457,219 -1,299,381 -815,230 -1,540,17
GDP, % -0.1} -0.] -0. -0 -0 -0.5
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LOCAL GOVERNMENT

(HRK 000) 2008 2009 2010 2011 2012 Plan 2012

1 Revenue 16,825,641 16,062,945 15,041,812 14,763,088 14,640,684 5,035,185

2 BExpense 13,697,135 13,958,9Y5 13,066,P77 12,661,547 13,171,205 3,269,948

31 Net acquisition nonfinancial assets 3,115,95 2,756,124 2,168,928 1,6711392 2,323,569 53810,
Net lending/borrowing (1-2-31) 12,554 -652,15p -192,993 430,149 -864,090 324,649
Total deficit/surplus of Local Government 12,554 -652,15p -192,993 430,149 -864,090 324,649
GDP, % 0.0 -0.4 -0. 0. -08 0.1

Source: Ministry of Finance
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6. PUBLIC DEBT OF THE REPUBLIC OF CROATIAAND
INTERNATIONAL FINANCIAL RELATIONS IN 2012
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6.1 PUBLIC DEBT OF THE REPUBLIC OF CROATIA

The State Budget Attprescribes the main objective of borrowing andt aetnagement, aimed at securing
the financial needs of the state budget by achigtlie lowest medium-term and long-term financingtco
while taking a reasonable degree of risk.

The State Budget Act defines the state debt addabeof the central budget, and the public delthaglebt
of the general budget. The central budget incliete® budget and financial plans of extra-budgetiasrs
of the state budget. The general budget is defasetie central budget together with the budgeksoal and
regional self-government units and extra-budgetiaers of local and regional self-government units.

Table 6.1 shows the trends of the public debt efRepublic of Croatia in the period from 2007 ugoiL2.

At the end of 2012, total public debt amounted ®KHL77 billion, which is 53.7 percent of nominal 8D
for 2012. Total domestic and foreign guaranteeseidsy the Republic of Croatia amounted to HRK 38.7
billion, while the debt of the Croatian Bank ford®astruction and Development (HBOR) amounted to HRK
16.3 billion for the same period.

35 Official Gazette, number 87/2008 and 136/2012
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PUBLIC DEBT
at the end of the period, in mililion HRK 2007 2008 2009 2010 2011 2012
1. Domestic Public Debt 60,145|]9 65,7594 75,799.7 2RB®.1 103,289p 114,490.5
1.1 Domestic Debt of the Republic of Croatia 314 61,006.[L 70,447.0 82,95p.1 95,7p0.7 105,395.1
Treasury Bills 11,4204.6 14,26D.3 17,5%8.3 a63 18,990.44 18,032.6
Money Market Instruments - 10.7 19.3 20.5 P0.6 00
Bonds 34,634.4 35,531)3 36,586.8 48,842.5 56,101.2 63,651.7
Credits fromthe CNB 1.0 22 .9 0.3 0.8 0.0
Bank Loans 5,867.4 11,2015 16,279.8 17,182.3 20,517.7 23,710.7
1.2 Domestic Debt of Exrabudgetary Users 6,357.8 3,035.( 3,79414 4,604.7 5,79L.5 7,339.9
Money Market Instruments - - - - - -
Bonds - - - - - -
Bank Loans 6,357.4 3,035 3,794.4 4,604.7 57915 7,339.9
1.3 Local Government's Domestic Debt 1,8p4.1 13714 1,558. 1,692)3 1,774.0 1,755.5
Money Market Instruments 3.8 12.0 6.8 16 6.4 00
Bonds 365.5 414.0 4064 387.0 260.9 211.1
Bank Loans 1,461.9 1,2883 1,1441 1,308.6 1,509.6 1,544.4
2. Foreign Public Debt 444254 34,8748 41,93B.3 4ARB77, 52,682 62,818.0
2.1 Foreign Debt of the Republic of Croatia 3@ 32,6194 39,8125 46,445.4 50,3¢5.2 60,352.5
Money Market Instruments 32P.0 180.3 1,244.3 ,458€ 1,189.p 884.3
Bonds 24,844.4 22,991)6 28,884.2 31,644.5 36,962.4  45,909.2
Loans 8,927.3 9,447 4 9,684.1 11,30R.3 12,213.6 13,559.0
2.2 Foreign Debt of Extrabudgetary Users 10,000.7 1,826.] 1,7153 1,984.2 2,00p.2 2,293.6
Money Market Instruments - - - - - -
Bonds - - - - - -
Loans 10,000.7 1,826{1 1,713.3 1,988.2 2,092.2 2,293.6
2.3. Local Government's Foreign Debt 383.0 4334  05.9 325.1 2254 171.9
Money Market Instruments - - - - - -
Bonds 106.§ 168.7Y 168J2 164.7 135.9 134.8
Loans 226.1 264.Y 2372 154.4 89.5 371
Total Public Debt (1+2) 104,571p 100,634.2 117,733.038,007.8 155,971|19 177,308.5
PUBLIC DEBT (% GDP) 32.9% 29.3% 35.8% 42.6%T 47.2% 53.7%
PUBLIC DEBT
at the end of the period, in mililion HRK AL AU AU ALY A AL 2
1. Guarantees Issued by the Republic of Croafia 7284  33,892.p 38,621.7 44,8644 46,570.4 38,776.6
1.1. Domestic 7,919.4 12,4913 15,652.1 17,416.2 19,880.2 15,334.5
1.2. Foreign 9,552.7 21,401)6 22,969.6 27,348.2 26,6P0.2 23,4421
2. Total Debt of HBOR 9,563 2 10,778.3 12,347.1 14.322. 13,299.% 16,286.2

Source: Croatian National Bank, Ministry of Finance

6.1.1 Credit Rating of the Republic of Croatia

The Republic of Croatia received credit ratingghvée leading specialised credit rating agenciesody’s
Investors Service, Standard & Poor’'s (S&P) andh-Ratings. Apart from these, the Republic of Crpati
also received the rating from the Japanese R&licratng agency, specialised in rating those thatie

securities in Japan.

S&P, Moody’s and Fitch Ratings granted their initiatings to the Republic of Croatia in January 7,99
while the Japanese rating agency R&l granted iisgdo the Republic of Croatia in 1998.

Each year, these agencies verify the granted arghigs granted, which, in 2012 resulted in lowgrof the
credit rating of the Republic of Croatia by Stamd& Poor's rating agency, while other rating agesci
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confirmed the investment credit rating given to Republic of Croatia. Table 6.2 provides an ovewad
the credit ratings of the Republic of Croatia & ¢éimd of 2012.

Table 6.2. Overview of Credit Ratings of the Repulit of Croatia at the End of 2012

Long Term Rating Long Term Rating Short Term Rating
Foreign Currency Domestic Currency Foreign Currency
Mood's Investors Service Baa3d/stabdaitiook™ Baa3 P-1
Standard & Poors BB+/ stableutlook" BB+ B
Fitch Ratings BBB-/negativeoutlook" BBB
R&I BBB/negative butlook"

Source: Ministry of Finance

Table 6.3. Comparison of Credit Ratings at the Enaf 2012

Moody's Standard and Poor's
Country (Long-term Rating in Foreign | (Long-term Rating in Foreign
Currency) Currency)

Bulgaria Baa2 BBB

Czech Republic Al AA-

Croatia Baa3 BB+

Hungary Bal BB

Poland A2 A-

Romania Baa3 BB+

Slovakia A2 A

Source: Ministry of Finance

6.1.2 Domestic Debt of the State Budget in 2012

6.1.2.1 Domestic Debt Categories

During 2012, the domestic debt of the Republic ofafia was increased from HRK 90.3 billion, asdatih
been at the end of 2011, to HRK 103.3 billion, tasas at the end of 2012. The increase in domestit

during 2012 was realized by issuing bonds on theedic capital market, by an increased net ingoripaf

treasury bills and by assuming liabilities of skdpys per credits secured by state guarantees.
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Table 6.4. The Central Domestic Debt of the Repuldiof Croatia in thousand HRK

2011 2012
Debt tem Original Amount Ampunt Amoupt Ampunt Maturity G
currency owedin |owedin HRK| owedin |owedin HRK| (Year)
original original
currency currency
Big Bonds Series | HRK 0 0 a d 2011 5.000%
Big Bonds Series I EUR 0 0 g g 2011 7.200%
Big Bonds Series IIl EUR 5,584 42,08p h 2012 7.200%
Bonds — Series 03 D-12 EUR 500,00( 3,765,210 0 2012 6.875%
Bonds — Series 05 D-14 EUR 650,00( 4,894,713 650,000  4,904p56 2014 5.500%
Bonds — Series 07 D-19 EUR 500,00( 3,765,210 500,000 3,772B12 2019 5.375%
Bonds — Series 09 D-15 EUR 350,00( 2,635,647 350,000  2,640p68 2015 4.250%
Bonds — Series 10 D-15 HRK 5,500,001 5,500,000  5,500,J00  5,500/000 2014 5.250%
Bonds — Series 11 D-13 HRK 4,000,00 4,000,000  4,000,J00  4,000/000 2013 4.500%
Bonds — Series 12 D-17 HRK 5,500,001 5,500,000  5,500,J00  5,500/000 2017 4.750%
Bonds — Series 13 D-20 HRK 5,000,001 5,000,000  5,000,J00  5,000/000 202 6.750%
Bonds — Series 14 D-20 EUR 1,000,00 7,530,420  1,000,J00 7545|624  202( 6.500%
Bonds — Series 15 D-17 HRK 4,000,00 4,000,000  4,000,q00  4,000/000 2017 6.250%
Bonds — Series 16 D-16 HRK 1,500,00 1,500,0:to 3,500,000  3,500/000 2014 5.750%
Bonds — Series 17 D-22 EUR 600,00( 4518282 100000  7,545)24 2022 6.500%
Bank Rehabilitation - Series II EUR 2,056 15,48p 2012 5.000%
Bank Rehabilitation - Series Il EUR 5,794 43,634 2012 7.200%
Bank Rehabilitation - Series IV EUR 2,819 21,198 2012 5.000%
Syndicated Foreign Currency Loan | EUR 500,00( 3,765,210 500,000 3,772,812 2014 4.335%
Syndicated Foreign Currency Loan I EUR 760,00( 5,723,119 380,000 2,867,337 2014 4.335%
Syndicated Foreign Currency Loan Il EUR 750,00( 5,647,815 750,000 5,659,p18 2014 4.596%
Syndicated Foreign Currency Loan M EUR 260,004 1,957,909 208,000 1,569,490 2016 5.500%
Other medium and long term debt HRK 7,248,10 7,248,103
Midium and long term debt 69,825,96 75,026,644
Treasury Bills HRK 15,285,000 15285000 15625009 15625000
Treasury Bills VK EUR 694,361 5,228,837 592,784 4,472,925
Treasury Bills FX EUR 763,92( 5,764,293
Other short term debt HRK 2,365,281 2,365,281
Short term deht 20,513,837 28,227,489
Total debt 90,339,80 103,254,103

Source: Ministry of Finance

In July 2012, the Republic of Croatia issued domesarket bonds in the amount of EUR 400,000,00000
HRK equivalent.

The bonds were issued per price of 100.73 of theimal amount and they were consolidated with the
previous-year issuance of EUR 600,000,000.00, utitermark RHMF-O-227E, and they represent an
integral issuance with the maturity on July 22, 20Mterest coupon rate is unchangeable and iuatado
6.5 percent annually.

In addition, in July 2012, the Republic of Croatiaued bonds in the amount of HRK 2,000,000,000r66e.
bonds were issued per price of 98.844 of the ndnaimeunt and they were consolidated with the issean
in the amount of HRK 1,500,000,000.00 under theknRIHMF-O-167A and they represent an integral
issuance with the maturity on July 22, 2016. Indeimupon rate is unchangeable and it amounts7® 5.
percent annually.
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Table 6.5. Amortisation of Domestic Debt

(HRK million) 2013 2014 2016 2017 2018 2019 202 2021 220
Amortisation 12,502.294 11,520. 16 5,817/84 BBRI 134.08 3,814.42 12,582/58 3696 7,582.58
Bonds — Series 05 D-14 0Joo D.00 0.00 0.00 000 .00 O 0.0 0.0p 0.00
Bonds — Series 07 D-19 0Joo .00 D.00 0.00 0.00 31472 0.0 0.0p 0.00
Bonds - Series 09 D-15 0400 D.97 0.00 0.00 000 .00 O 0.0 0.0p 0.00
Bonds - Series 10 D-15 (HRK) 0J00 D.00 0.00 0j0.0  0.00 0.0 0. 0.9qo 0.00
Bonds - Series 11 D-13 (HRK) 4,000000 D.00 0.00 0]0.0  0.00 0.0{ 0. 0.9qo 0.00
Bonds - Series 12 D-17 (HRK) 0Jo0 .00 D00 5800.0 0.0d 0.0 0. 0.9o 0.00
Bonds - Series 13 D-20 (HRK) 0J00 .00 D.00 .00 0/0.0 0.04 5,000. 0.qo 0.00
Bonds - Series 14 D-20 0400 .00 D.00 .00 0.00 0.005455 0.0 0.00
Bonds - Series 15 D-17 (HRK) 0J00 .00 D.O0  4,000.0 0.0d 0.0 0. 0.9qo 0.00
Bonds - Series 16 D-16 0400 .00 3,500.00 0.00 0.00 0.0 0.0p 0.00
Bonds - Series 17 D-22 0400 .00 .00 0.00 0.00 0.00 .00 0 0.0 7,545.62
Syndicated Foreign Currency 1,88¢.41 0.00 0[0.0 0.0d 0.0 0. 0.qo 0.p0 0.00
Syndicated Foreign Currency 2,861.34 0.00 0.00 0/0.0 0.0 0.0 0. 0.00 0.00
Syndicated Foreign Currency 2,829.61 0.00 0[0.0 0.0 0.0 0. 0.4qo 0.p0 0.00
Syndicated Foreign Currency 393.37 2.37 3P2.3 0.04 0.0 0. 0.4qo 0.p0 0.00
Other 526.5p 82  1,92%.47 1,396.29 1B4.03 36.9 36.96
Payment of Interest 3,955.8p 54 2,434.31,996.44 1,604.22 1,54540 925)46 508.47
Bonds — Series 05 D-14 269(76 D.00 0.00 0.00 0.00 . 0.04 0.00
Bonds — Series 07 D-19 202{79 2.79 202.79 902.7 202.7 202. 0.90 0.00
Bonds - Series 09 D-15 112|24 p.24 0.00 0.00 0/ 0.0 O 0.0¢ 0.00
Bonds - Series 10 D-15 (HRK) 288|75 8.75 000 .000 0.0 0. 0.0 0.00
Bonds - Series 11 D-13 (HRK) 180(00 .00 D.00 0.00 .0Q0 0.0 0.0p 0.00
Bonds - Series 12 D-17 (HRK) 261)25 1.25 B3p1.2 130.63 0.0 0.qo 0.00 0.00
Bonds - Series 13 D-20 (HRK) 337|50 7.50 7.5 337.5 337. 337.50 168|75 0.00
Bonds - Series 14 D-20 490(47 0.47 490.47 90.4 490.4 490. 245.23 0.00
Bonds - Series 15 D-17 (HRK) 250]00 0.00 0.0 250.0 0.0 0.qo 0.00 0.00
Bonds - Series 16 D-16 201|25 201.25 201L.25 201.25 0.00 .00 O 0.0 0.0p 0.00
Bonds - Series 17 D-22 490(47 490.47 490.47 490.47 90.4 490.4 490. 490.47 490.47
Syndicated Foreign Currency 133.97 45.78 0.00 0.00 0.00 0.0 0.0 0.0p 0.00
Syndicated Foreign Currency 6282 .00 D.00 0.00 0.00 00 0. 0.0 0.00 0.00
Syndicated Foreign Currency 261.93 13f.00 0.00 0.00 000 0.0 0.0 0.0p 0.00
Syndicated Foreign Currency 87152 6%.64 43.76 1.94 0,00 0.0 0.0 0.0p 0.00
Other 325.15 327.94 253.07 17865 94.60 .00 4.18 21.01 18.00
Total 16,458.13 14,865.640 12941[0 8,252.15 12,85p.7373825 5,360.0p 13,508.04 547{56  8,091.05

Exchange rate: Mid exchange rate of the CNB adlef Becember 2012
Source: Ministry of Finance

In May 2012, EUR 500 million of bonds, issued ir02pmatured and were redeemed.
All bonds of the Republic of Croatia were listedtle first quotation of Zagreb Stock Exchange, what

the end of 2012, total of eleven emissions of bafdtie Republic of Croatia were listed (the lithese,
with terms and conditions, is presented in tab$d. 6.
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by thRepublic of Croatia or with Croatian State

DAB Bonds for Insured Savings |
DAB-O-03CA

DAB Bonds for Insued Savings |l
DAB-O-05CA

Issuer: State Agency for Deposit Insurance and Beskier: State Agency for Deposit Insurance and Bank

Rehabilitation
EUR 105,000,000
3years

8% coupon
Lead managers: Privredna banka Zagreb and Zagkel
banka Zagreb

Listing: Zagreb Stock Exchange
Date of Issue: 19 December 2000
Date of Maturity: 19 December 2003
The bond was fully repaid at maturity.

HZZO Bonds
HZZO-0-047A

Issuer: Croatian Institute for Health Insurance
EUR 222,000,000

4 years

8.5% coupon

Lead manager: Zagretia banka Zagreb

Listing: Zagreb Stock Exchange
Date of Issue: 19 July 2000

Date of Maturity: 19 July 2004

The bond was fully repaid at maturity.
Bonds — Series 02 D-08
RHMF-O-08CA

Issuer: Republic of Croatia

EUR 200,000,000

7 years

6.875% coupon

Lead managers: Privredna banka Zagreb and Zagkel
banka Zagreb

Listing: Zagreb Stock Exchange

Date of Issue: 14 December 2001

Date of Maturity: 14 December 2008

The bond was fully repaid at maturity.

Bonds — Series 04 D-08

RHMF-O-085A

Issuer: Republic of Croatia

HRK 1,000,000,000

5years

6.125% coupon

Lead managers: Rij&a banka Rijeka i Splitska banka Split

Listing: Zagreb Stock Exchange
Date of Issue: 28 May 2003
Date of Maturity: 28 May 2008

Rehabilitation
EUR 225,000,000
S5years
8.375% coupon
Haead managers: Privredna banka Zagreb and Zagkeba
banka Zagreb
Listing: Zagreb StBxthange
Date of Issue: t@mber 2000
Date of Maturit9:December 2005
The bond wasfully repaid at maturity.

Bonds — Series 01 D-04
RHMF-O-049A

&rsRepublic of Croatia
EUR 200,000,000
3years
6.5% coupon
Lead managers: Priviedna banka ZagrebZagdb&ka
banka Zagreb
Listing: Zagreb StBrthange
Date of Issue: 20 Saipée 2001
Date of Maturity: 3@ptember 2004
The bond wasfully repaid at maturity.
Bonds — Series 03 D-12
RHMF-O-125A
Issuer: Republic of Gieoa
EUR 500,000,000
10 years
6.875% coupon
Haead managers: Privredna banka Zagreb, Zagiebhanka
Zagreb and Raiffeisen bank Zagreb
Listing: Zagreb StBxthange
Date of Issue: 28 2202
Date of Maturg$:May 2012
The bond wasfully repaid at maturity.
Bonds — Series 05 D-14
RHMF-O-142A
Issuer: Republic of @Gieva
EUR 650,000,000
10years
5.5% coupon
Lead manadergredna banka Zagreb, Zagreka banka
Zagreb and Raiffeisen bank Zagreb
Listing: Zagreb StBxthange
Date of Issue: 10 Felyra@d4
Date of Maturity: 18ruary 2014

The bond was fully repaid at maturity.
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Bonds — Series 06 D-07 Bonds — Series 07 D-19

RHMF-O-077A RHMF-O-19BA

Issuer: Republic of Croatia Issuer: Republic of Gieoa

EUR 400,000,000 EUR 500,000,000

3years 15years

3.875% coupon 5.375% coupon

Lead managers: Privredna banka Zagreb, ZaglebbhankalLead managers: Erste&Steiermarkische Bank, Privredna

Zagreb and Raiffeisen bank Zagreb banka Zagreb, Zagreblea banka Zagreb and Raiffeisenbank
Zagreb

Listing: Zagreb Stock Exchange Listing: Zagreb StBxthange

Date of Issue: 7 July 2004 Date of Issue: 29 Noverpbed

Date of Maturity: 7 July 2007 Date of Maturity: R@vember 2019

The bond was fully repaid at maturity.

Bonds — Series 08 D-10 Bonds — Series 09 D-15

RHMF-O-103A RHMF-O-157A

Issuer: Republic of Croatia Issuer: Republic of Gieoa

HRK 3,000,000,000 EUR 350,000,000

Syears 10 years

6.750% coupon 4.25% coupon

Lead managers: Priviedna banka Zagreb, ZagiebhankalLead manager: Erste&Steiermarkische Bank
Zagreb and Raiffeisen bank Zagreb

Listing: Zagreb Stock Exchange Listing: Zagreb StBxthange
Date of Issue: 8 March 2005 Date of Issue: 14 2086
Date of Maturity: 8 March 2010 Date of Maturity: ddly 2015
The bond was fully repaid at maturity.

Bonds — Series 10 D-15 Bonds — Series 11 D-13
RHMF-O-15CA RHMF-O-137A

Issuer: Republic of Croatia Issuer: Republic of Gieoa
HRK 5,500,000,000 HRK 4,000,000,000

10 years 7 years

5.25% coupon 4.50% coupon

Lead managers: Erste&Steiermarkische Bank, HVB Spliisdad managers: Erste&Steiermarkische Bank, HVB Splitska
banka, Privredna banka Zagreb, Raiffeisenbank Austrigteartka, Privredna banka Zagreb, Raiffeisenbank Austria and

Zagrebaka banka Zagreb Zagrebaka banka Zagreb
Listing: Zagreb Stock Exchange Listing: Zagreb StBxthange
Date of Issue: 15 December 2005 Date of Issue: l§1 2006
Date of Maturity: 15 December 2015 Date of Maturit$:July 2013
Bonds — Series 12 D-17 Bonds — Series 13 D-20
RHMF-O-172A RHMF-O-203A

Issuer: Republic of Croatia Issuer: Republic of Gieoa
HRK 5,500,000,000 HRK 5,000,000,000

10 years 10 years

4.75% coupon 6.75% coupon

Lead managers: Erste&Steiermarkische Bank, SG Spligkal managers: Erste&Steiermarkische Bank, Privredna
banka, Privredna banka Zagreb, Raiffeisenbank Austrigleartka Zagreb, Raiffeisenbank Austria and Zagt&hdanka

Zagreb&ka banka Zagreb Zagreb

Listing: Zagreb Stock Exchange Listing: Zagreb StBxthange
Date of Issue: 8 February 2007 Date of Issue: M&010
Date of Maturity: 8 February 2017 Date of MaturbyMarch 2020

77



REPUBLIC OF CROATIA
MINISTRY OF FINANCE
ANNUAL REPORT FOR 2012

Bonds — Series14 D-20 Bonds — Series 15 D-17
RHMF-O-203E RHMF-O-17BA

Issuer: Republic of Croatia Issuer: Republic of @Gieva
EUR 1,000,000,000 HRK 4,000,000,000

10 years 7 years

6.5% coupon 6.25% coupon

Lead managers: Erste&Steiermarkische Bank, Privrgdread managers: Erste&Steiermarkische Bank, Privredna
banka Zagreb, Raiffeisenbank Austria and Zagékhdankabanka Zagreb, Raiffeisenbank Austria and Zagékbdanka

Zagreb Zagreb

Listing: Zagreb Stock Exchange Listing: Zagreb StBxthange
Date of Issue: 5 March 2010 Date of Issue: 25 Nden2010
Date of Maturity: 5 March 2020 Date of Maturity: RBvember 2017
Bonds — Series 16 D-16 Bonds — Series 17 D-22
RHMF-O-167A RHMF-O-227E

Issuer: Republic of Croatia Issuer: Republic of Giepa

HRK 3,500,000,000 EUR 1,000,000,000

S5years 11 years

5,75% coupon 6,5% coupon

Lead managers: Erste&Steiermérkische Bank, Privréidreal managers: Erste&Steiermarkische Bank, Privredna
banka Zagreb, Raiffeisenbank Austria and Zagt&bgbanka Zagreb, Raiffeisenbank Austria and Zagtékha

banka Zagreb banka Zagreb

Listing: Zagreb Stock Exchange Listing: Zagreb StBethange
Date of Issue: 22 July 2011 Date of Issue: 22 Rig1
Date of Maturity: 22 July 2016 Date of Maturity: 22ly 2022

Source: Ministry of Finance

6.1.2.2 Treasury Bills

The Ministry of Finance carries out the treasurjsbauctions in line with the Rules and conditidios
treasury bills auctions, by using the Bloomberg@nic bond auction system (BAS).

During 2012, there were 31 treasury bills auctibekl, with the total of 144 issuances of which 8&ev
HRK issuances, 56 issuances of treasury bills espain EUR and payable in HRK, and 2 issuances of
Euro FX treasury bills. Regarding the HRK issuanmeseasury bills, 27 were 91-days issuances, 8w
182-days issuances, 28 were 364-days issuancemandas 728-days issuance. Regarding the treaslsry b
expressed in EUR and payable in HRK, 28 were 9Ek-ikpances and 28 were 364-days issuances. In 2012
there was one 364-days issuance of Euro FX tredslisyand one 546-days issuance of Euro FX trgasur
bills.

In 2012, total of HRK 23.1 billion of treasury &JIEUR 1.3 billion (payable in HRK) of treasurylbiand
EUR 730.4 million of Euro FX treasury bills weresiged at treasury bills auctions. At the same tidieK

22.8 billion and EUR 1.4 billion of treasury billgere redeemed, which was an increase from HRK 20.5
billion, as it had amounted to at the end of 20@HRK 25.9 billion at the end of 2012.
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Figure 6.1. Results of Treasury Bills Auctions
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Source: Ministry of Finance

At the end of 2012, out of the total amount of hitsed treasury bills of the Ministry of Financeetlargest
share was held by HRK treasury bills with the miguierm of 364 days with 36.4 percent, and Euro FX
treasury bills with the maturity term of 546 daygha21.3 percent. Out of total amount of inscrileshsury
bills, HRK treasury bills with the maturity term @B2 days, represent 16.4 percent and treasusywith
the maturity term of 364 days, expressed in eyscesent 12.9 percent.

Figure 6.2. Maturity Structure of Treasury Bills as of 31st December 2012

91 days
1.0%
182 days
16.4% m 364 days
12.9%
728 days
91 days EUR denominated
4.4%
364 days EUR denominated
4.6%

364 days FX
36.4%

m 546 days FX

Source: Ministry of Finance

During 2012, there was a reduction in interestsrde treasury bills in relation to 2011. Interestes for
treasury bills with the maturity term of 31 daysreveeduced from 4.55 percent, as they had amouatet
the end of 2011, to 1.25 percent, as they amountatithe end of 2012. Interest rates for treabuly with
the maturity term of 182 days were reduced frompe&ent to 2.10 percent, while those with the mitgtu
term of 364 days were reduced from 5.5 percent.60 Percent. Interest rates for treasury bills vath
currency clause and with the maturity term of 9¢sdaere reduced from 4.5 percent, as they had am®dun
to at the end of 2011, to 1 percent, as they anedlutat at the end of 2012, while interest ratesrmaisury
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bills with a currency clause and with the matutgym of 364 days were reduced from 4.98 perceit1o
percent.

Figure 6.3. Interest Rates of Treasury Bills
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During 2012, the share of the banking sector indtnecture of buyers of treasury bills was increlase
relation to 2011. The share of the banking sectdpial inscribed bills at the end of 2012 amourtted1
percent, while at the end of 2011 it had amounte@Bt6 percent.

Figure 6.4. Structure of Treasury Bills by Investos as of 31st December 2012

29.0%

m Banks

Non-banking
Investors

71.0%

Source: Ministry of Finance

6.1.3 Foreign Debt of the Republic of Croatia

6.1.3.1 International Bonds of the Republic of Croatia

At the end of 2012, the total of seven emissionSralatian Government bonds were listed on foreapital
markets.
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Table 6.7. Overview of the International Bonds Issed by the Republic of Croatia

London Club Series A:

US$ 857,796,000

3 years grace period, 11 years repayment
US$ 6 Month LIBOR+81.25 bp

Listing: Luxembourg

Date of Issue: 31 July 1996

Date of Maturity: 31 July 2010

The Bond was fully repaid at maturity.

Euro-dollar bonds:

US$ 300 million

5years, bullet

7% coupon

(80 bps over 5-year Treasuries)

Lead managers: Merrill Lynch and UBS
Listing: Luxembourg

Date of Issue: 6 February 1997

Date of Maturity: 27 February 2002
The Bond was fully repaid at maturity.

Matador Bonds:

ESP 15 billion

3years, bullet

6.5 % coupon

(225 bps over Relevant Spanish Bonds)
Lead managers: Santander Investment
Listing: Madrid

Date of Issue: 4 March 1998

Date of Maturity: 26 March 2001

The Bond was fully repaid at maturity.

Samurai bond/ [

JPY 25 billion

5years, bullet

4% coupon

(310 bps over 5-year Yen LIBOR)
Lead manager: Daiwa Securities SB
Listing: Tokyo

Date of Issue: 14 December 1999
Date of Maturity: 14 December 2004
The Bond was fully repaid at maturity.

Samurai bond/ II:

JPY 40 billion

7 years, bullet

3% coupon

(135 bps over 7-year Yen LIBOR)
Lead manager: Daiwa Securities SB
Listing: Tokyo

Date of Issue: 11 July 2000

Date of Maturity: 11 July 2007

The Bond was fully repaid at maturity.

London Club Series B:
US$ 604,426,000
10 yeppayneent

US$ 6 Month LIBOR+81.35 b
Listing: Luxembourg
Date of Issue: 31 July 1996

Date of Maturity: dly 2006
The Bond wasfully repaid at maturity.

Euro-DEM bonds:
DEM 300 million
7 years, bullet
6.125% coupon
(95 bps over ReteBand)
Lead manadenesdit Suisse and Deutsche Morgan Grenfell
Listing: Frankfurt
Date of Issue: 1 798y
Date of Maturitg:July 2004
The Bond wasfully repaid at maturity.

Euro-EUR bonds / [:
EUR 300 million
7 godina, bullet
7.375 % coupon
(375 bps Byears German Bund)
Lead managedit Suisse and Dresdner Kleinwort Benson
Listing: Luxembourg
Date of Issue: 23 Falrii@o9
Date of Maturity: Warch 2006
The Bond wasfully repaid at maturity.

Euro-EUR bonds / II:
EUR 500 million
5years, bullet
7 % coupon
(210 bps over 5-y@aman Bund)
Lead managerdberKleinwort Benson
Listing: Luxembourg
Date of Issue: 282000
Date of Maturgg:March 2005
The Bond wasfully repaid at maturity.

Samurai bond/ lII:
JPY 25 billion
5years, bullet
2.5% coupon
(152 bps over 5-y¥=ar LIBOR)
Lead manager:d@D@ecurities SB
Listing: Tokyo
Date of Issue: 6 February 2001
Date of Maturity: B8bruary 2006
The Bond wasfully repaid at maturity.
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Euro-EUR bonds / lll:

EUR 750 milion

10 years, bullet

6.75 % coupon

(215 bps over 10-year German Bund)

Lead managers: JP Morgan and Deutsche Bank
Listing: Luxembourg

Date of Issue: 6 March 2001

Date of Maturity: 14 March 2011

The Bond was fully repaid at maturity.

Samurai bond/ IV:

JPY 25 billion

6 years, bullet

2.15% coupon

(144 bps over 6-year Yen LIBOR)

Lead managers: Daiwa Securities SMBC and Nomura
Securities

Date of Issue: 26 June 2002

Date of Maturity: 26 June 2008

The Bond was fully repaid at maturity.

Samurai bond/ V:

JPY 25 billion

6 years, bullet

1.23% coupon

(99bps over 6-year Yen LIBOR)

Lead managers: Daiwa Securities SMBC and Nomucai$ies
Date of Issue: 26 June 2003

Date of Maturity: 26 June 2009

The Bond was fully repaid at maturity.

Euro-EUR bonds / VII:

EUR 750 milion

6 years, bullet

6.5 % coupon

(369.2 bps over 10-year German Bund)

Lead managers: BNP Paribas, Deutche Bank and \diticre
Listing: Luxembourg

Date of Issue: 5 June 2009

Date of Maturity: 5 January 2015

Euro-USD bonds / II:

USD 1,25 billion (cross currency swap - 1,4165 USL1 euro)
10 years, bullet

6.625% coupon

(381.3 bp over 10-years US Treasury)

Lead managers: Barclays Capital, Citigroup and airgsin

Listing: Luxembourg
Date of Issue: 14 July 2010
Date of Maturity: 14 July 2020
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Euro-EUR bonds / IV:
EUR 500 milion
7 years, bullet
6.25 % coupon
(158 bps overar-german Bund)
Leadgmem®eutsche Bank and CSFB

Listing: Luxembourg

Date of Issue: 28 Jan2@02

Date of Maturity: BEébruary 2009
The Bond wasfully repaid at maturity.

Euro-EUR bonds / V:
EUR 500 milion
7 years, bullet
4.625 % coupon

(95 bps over 7-ymaibor)

d besnagers: Deutsche Bank and Citigroup

Listing: Luxembourg
Date of Issue: 24 February 2003

Date of Maturity :R#bruary 2010
The Bond wasfully repaid at maturity.
Euro-EUR bonds / VI:
EUR 500 milion
10 years, bullet
5% coupon

(100 bps overl0-yeaitior)
Lead managers: JP Morgan and UBS InvedtBemk
Listing: Luxembourg

Date of Issue: 15il2004
Date of Maturity: 15 April 2014

Euro-USD bonds / I:
USD 1,5 billion
10 years, bullet
6.75% coupon
(350 bps oxgears US Treasury)

Lead managers: Barclays Capital, Citigroup aRdMorgan
Listing: Luxembourg
Date of Issue: 5 November 2009

Date of MaturityNl&vember 2019

Euro-USD bonds / IlI:
USD 1,5 billion (cross currency swaf8875 USD za 1 euro)
10 years, bullet
6,375% coupon
(340 bp overeHds US Treasury)
Lead managers: Barclays Bank Plc, Deutsche Bank AGIBnd
Morgan Securities Ltd
Listing: Luxembourg
Date of Issue: 24 March 2011
Date of Maturity: R¥arch 2021
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Euro-EUR bonds / VIII: Euro-USD bonds / IV:

EUR 750 milion USD 1,5 billion (cross currency swap - 1,3110 UaL 2uro)
7 years, bullet 5years, bullet

5,875 % coupon 6,25% coupon

Lead manager: Deutsche Bank A.G. London Branch, HSBC Raald manager: Citigroup Global Markets Limited, DeutschelB
Plc., Zagreb&a banka Zagreb, Erste Group Bank A.G.p&G London andiJP Morgan Securities Ltd
Raiffeisen Bank Internacional A.G.

Listing: Luxembourg Listing: Luxembourg
Date of Issue: 8 July 2011 Date of Issue: 27 April 2012
Date of Maturity: 9 July 2018 Date of Maturity: 2pril 2017

Source: Ministry of Finance

In April 2012, the Republic of Croatia issued Ewnbs in the amount of USD 1.5 billion, with the ovéty
term of 5 years and the unchangeable annual intextesof 6.25.

As protection from inter-currency exchange ratengea, incoming payments and all outgoing paymehts o
interests and principal of these bonds are condent® EUR according to the fixed exchange rat&8D
1.3110 for EUR 1.

The successful placement of the bonds of the RapwalblCroatia on the international financial market
indicates that international financial market esties the management of Croatian economy and mgnetar
policy in globally complex conditions as positive.

Out of the total of seven international bonds ef Republic of Croatia, the repayment projectiowbich is
shown in table 6.8, three are denominated in EWd, faur in USD. The total nominal value of all seve

emissions of Croatian bonds on international markéthe end of 2012 amounted to EUR 6.4 billion.

Table 6.8. Projection of Repayments of InternationeBonds issued by the Republic of Croatia

Amountin 2013 2014 2015 2016 2017 2018 2019 2020 2021
(EUR*) (EURY) (EUR) (EUR*) (EURY) (EURY) (EURY) (EURY) (EU_RY) (EURY)
EUR 500.000.000 Principal 500,000,000 0500,000,00
5.0 %, Maturity: 2014 Interes| 25,000,000 25,000,000
EUR 750.000.000 Principal 750,000,000 0 0750,000,00¢
6.5 %, Maturity: 2015 Interes| 48,750,000 48,750,000 , 73800
USD 1.500.000.000 Principl 1,138,433481 0 0 0 10138,433,48[L
6.25% Maturity: 2017 Interes| 71,152,093 71,152,093 ,152,09 71,152,093 35,576,046
EUR 750.000.000 Principal 750,000,000 0 0 0 0 0750,000,00
5.875%, Maturity: 2018 Interest 44,062,500 44,064,500  4,082,50 44,062,500 44,062,$00 44,062,500
USD 1.500.000.000 Principal 1,138,433 481 0 0 0 0 0 10138,433,48[L
6.75 %, Maturity: 2019 Interest 76,844,260 76,844,260 76,844,26 76,844,260 76,844,260 76,844,260 76,844,260
USD 1.250.000.000 Principal 948,694,568 0 0 0 0 0 0 48,694,56
6.625 %, Maturity: 2020 Interegt 62,851,015 62,853,01 62,851,01p 62,851,015 62,851,p15 62,853,015 62,891,015 62,851,01p
USD 1.500.000.000 Principl 1,138,433481 0 0 0 0 0 0 0 10138,433,481
6.375% Maturity: 2021 Intereq 72,575,134 72,579134 2575,13 72,575,184 72,575,134 72,579,134 72,575,134 57523 36,287,567
Principal Repayment (EUR*) 0l 500,000,000 750,000,000 0  1,138,433481 750,00p,000 38,23B,48 948,694,568  1,138,433,481
Inerest Payment (EUR*) 401,235,00p 401,235,0p2 376,235002 327,485,002 29938 256,332,910 212,270,410 135,426{150 36,287,567
Total Servicing Costs (EUR*) 401,235,00p 901,235,0p2  1,126,235)002 327,485,002 34303 1,006,332910  1,350,703891  1,084,12p,717 4,727,049
Total Principal Outstnding (at year end) (EUR*) 395,01 5,863,995012 5113995012  5113,995,012 758@1 531  3,225,561,531  2,087,128[049  1,138,433,481 0

* Exchange rate: Mid exchange rate of the CNB a31st December 2012
Source: Ministry of Finance
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6.2 INTERNATIONAL FINANCIAL RELATIONS IN 2012

6.2.1 Relations with International Financial Institutions

6.2.1.1 International Bank for Reconstruction and Developmat (IBRD *)

The role of IBRD and its financial support to thegRblic of Croatia are defined within the IBRD Cayn
Partnership Strategy for the Republic of Croatia tfee period FY 2009 to FY 2012, adopted by the
Government of the Republic of Croatia at its sessield on July 31, 2008, and by the World Bank Bazr
Executive Directors at its session held on SepterB0e2008. The extension of the Partnership Sjyaby
June 30, 2013 was accepted by the Government ¢tdpablic of Croatia at its session held on Jul(d,2.
The aim of the Partnership Strategy is to supgmtRepublic of Croatia in the as fastest as passibd as
successful as possible completion of the EU acmeg®iocess, to accelerate the convergence ofdtsria
level with that of current EU member states insadily, socially and environmentally sustainableywand

to provide for better standard of living for Creaticitizens. There are four priority areas in wtiod World
Bank will provide its support: a) maintenance ofcne@conomic stability; b) strengthening of the ptév
sector led-growth and acceleration of convergerite tive EU; ¢) increase in quality and efficiendysocial
welfare system, and d) improvement of sustaingbdit long-term development. The Strategy foresees a
four-year loan programme for financing of projeicishe Republic of Croatia in the amount of USDp11t4
billion as a base case loan scenario (projecthenttansport, energy, education, environment ptiotec
adaptation to climate changes, healthcare, judigiand the funds for analytical support. This baase
scenario programme might be supplemented by DeredapPolicy Loans (DPL), especially as a support to
reforms in the public sector and for improving tbempetitiveness of the economy. By opening this
possibility, the Strategy foresees the extensiothefbase case scenario programme to a high cesarsc
loan programme of USD 1.4 to 1.8 billion.

New Loans Contracted with IBRD in 2012 and Loans irfPreparation during 2012
During 2012, one loan agreement and one advaneemgnt were concluded with IBRD:

a) loan number 81930-HR (EUR 50 million) to the CraatBank for Reconstruction and Development
(HBOR), with state guarantee, for Additional Fingugcfor the Export Finance Intermediation Loan
Project (provision of support to the maintenance growth of export by gaining medium-term and
long-term working capital and by financing the igtreents of exporters and enterprises with foreign
currency revenues);

b) advance no. PPA P4640-HR (USD 1.5 thousand) dyrdctlthe Republic of Croatia, for the
preparation of the proposed Second Science anchokugdy Project (preparation of national strategy
of science and technology, and establishment afareh infrastructure, support to research and
development financing programmes); user of fundsidity of Science, Education and Sport.

In 2012, the preparation of the Second EconomiofRay Development Policy Loan continued (amount of
the potential loan is EUR 150 million).

% |nternational Bank for Reconstruction and DevelopnfiBRD) is a special development institution withire World Bank group.
The Republic of Croatia has been a full member of IBiRize February 25, 1993, and it owns 0.14 perckshares in its capital
and it has 0.16 percent of voting power. In the IBB&ard of Executive Directors, the Republic of Croatigether with twelve
other states, is represented by the executivetdiréom the Netherlands.
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Overview of Loans, Disbursed Funds and Outstandin®ebt to IBRD

In the period from 1994 to 2012, IBRD granted, fioancing of projects and programmes in the Repuliii
Croatia, the amount of EUR 1.9 billifrand USD 648.6 million, through a total of 52 |alegm loans (table
6.9), of which 35 were direct loans and 17 soverajgarantee loaffs In line with the decisions of the
IBRD Management and with current practice, towatds borrowers that timely settle their liabilitieg
contracted loans, savings of EUR 1.7 million andDU3%8.1 thousand were achieved for direct loans and
sovereign guarantee loans. During 2012, the accintedest were paid semi-annually at the following
floating rates, depending on the type of loan:ca)Gurrency Pooled Loans CPL — from 1.64 percent to
1.90 percent; b) for Variable Spread Loan¥S: 1) contracted in EUR or converted into EURem 1.20
percent to 2.25 percent; 2) contracted in USD mfb87 percent to 1.30 percent, and c) for Fixect&p
Loans— FS, contracted in or converted into EUR — fro@61percent to 2.92 percent. Front-end Fees were
calculated and paid at a rate of 0.25 percent@idhn amount, and Commitment Charges at a rabe26f
percent.

37 This amount in EUR is a sum of the amount of laaniginally contracted in EUR and the amount of loariginally contracted in
DEM and then converted in EUR.
%8 | oan no. 30690-HR, granted in the amount of USDnflifion, was taken over on the basis of the ActRutification of the
Guarantee Agreement between the Republic of CroatialBRD and the Loan Assumption Agreement betweenRbpublic of
Croatia and IBRD, concluded on February 25, 1998i¢ial Gazette-International Agreements, numbAr984). In January 2001,
the amount of approximately USD 1.98 million thatimot been disbursed was called off, and thewaclosed for disbursement.
The loan was paid off in 2004.
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Table 6.9. Overview of Grants Contracted with the BRD, Grants given by the Kingdom of the

Netherlands and Federal Republic of Germany, and ERD Grants on 31st December 2012
DIRECT LOANS

o The Act published . . . .
Signing in Official Effe.ctlve / Currency| Loan Amount Disbursed Undisbursed Outstandirg Prlnc.lpal eI, | [PlEle e
Date Gazette No.: Closing Date First and Last 2012

Emergency Rconstruction Project - loan no. 37600HR CPL

19.08.1994 000 15.12.1998
27.06.1994| 7/1994 | 3112199 | USE | 128,000.0{) 128,000. I)O OPO O|OO 15 06.201 | 0.00
Health Project -loanno. 38430 -HRCPL (1)
17.08.1995 000 15.06.2000
08.03.1995| 7/1995 | 31.12.199 | USEC | 38,925.5+ 38,925. *O O.FO OIOO 15.12.901 | 0.00
Highway Sector Project - loan no. 38690 - HR CPL (2)
26.07.199: 000 15.12.1999
27.04.1995| 8/1995 | 30.06.200 | USEC | 79,878.4+ 79,878. *9 O.FO OIOO 15.06.201 | 0.00
Capital Market Development Project - loan no. 3990 - HR VSL
1/1996 22.07.1996 000 15.10.2001
23'04'1996| and 9/199 | 30.06.199 | EUR 7’260'3+ 7,260. :{5 0'+O 322|11 15.04.201 | 0.00
Farmer Support Senvices Project - loan no. 39880HR CPL  (3)
1/1996 22.07.1996 000 01.09.2001
23.04.1996| and 9/199 | 31.12.200 | USE | 14,258.745 14,258. 15 O.FO 557|14 01.03.201 | 0.00
Technical Assistance Project - loan no. 39890 - HRSL
1/1996 22.07.1996 000 15.10.2001
23'04'1996| and 8/199 | 30.04.200 | USC 5’000'O+ 5000. (io 0'+O 17O|OO 15.04.201 | 0.00
Emergency Reconstruction Transport and Mine Clearing Project - loan no. 41040 - HR VSL
04.03.1997 000 15.07.2002
04.12.1996| 3/1997 | 31.12.2001 | EUR 74,797.1Jr 74,797. J[7 O.FO OIOO 15.01.201 | 0.00
Coastal Forest Reconstruction Project - loan no. 4190 - HRCPL  (5)
31.07.199 000 15.06.2002
31.01.1997| 8/1997 | 30.06.200 | USE 38,589.31r 38,589. *l O.FO 3,142|.51 15.12.901 | 0.00
Enterprise and Financial Sector Adjustments Loan {oan no. 41590 - HR VSL EFSAL
05.11.1997 000 15.12.2002
04.06.1997| 17/1997 | 21.12.200 | EUR 81,806.7+ 81,806.J[0 O.PO O|OO 15 06.201 | 0.00
Reconstruction Project for Eastern Slavonia, Bararg and Western Srijem - loan no. 43510 - HR VSL (6)
06.01.1999 000 15.01.2004
08.09.1998| 15/1998 | 21.12.200¢ | EUR | 36,600.5+ 36,600.*0 O.FO 3,624.26 15.07.2013 | 0.00
Railway Modernization and Restructuring Project - loan no. 44330 -HRVSL (7)
09.06.1999 000 15.09.2004
20.01.1999| 4/1999 | 30.06.200 | EUR 85,398.545 85,398.*5 O.FO 12,804.85 15.03.201 | 0.00
Technical Assistance Project for Institutional and_egislative Changes for Private Sector Developmenrtoan no. 44600 -HRVSL (8)
03.08.1999 000 15.10.2004
05.05.1999| 8/1999 | 30.06.200 | USE 7,253.44! 7,253.413 0.+O 1,085|75 15.04.201 | 0.00
Health System Project - loan no. 45130 - HR VSL(9)
28.03.2000 000 15.06.2005
07.10.1999| 14/1999 | 30.12.200 | USE | 26,155.1+ 26,155.16 O.FO 5,184.46 15.12.901 | 0.00
Trade and Transport Facilitation in Southeast Euro Project - loan no. 45820 - HRVSL (10)
02.05.2001 000 15.05.2006
27.10.2000| 5/2001 | 31.03.200 | EUR 13,813.2# 13,813.;}1 O.PO 4,144|.81 15 11.201 | 0.00
Court and Bankruptcy Administration Project - loan no. 46130 - HRVSL (11)
14/2001 29.01.2002 000 15.12.2006
03.07.2001| and 5/200 | 31.01.200 | USEC 4,636.2* 4,636.2{7 0.+O 1,600|27 15.06.201 | 0.00
Structural Adiustment Loan - loan no. 46410 - HR\BL SAL
2/2002 08.02.2002 000 15.04.2007
05.12.2001| and 5/200 | 31.10.200 | USE 202,000.0{) 202,000. I)O O*)O 80,80(#.00 15.10.201 | 0.00
Pension System Investment Project - loan no. 4672BIR VSL  (12)
2/2003 20.02.2003 000 15.11.2007
l7'09'2002| and 6/200 | 31.12.200 | UscC 21’221'1+ 2,221 J[4 O'PO 8’865|‘64 15.05.201 | 0.00
Real Property Registration and Cadastre Project -dan no. 46740 - HRVSL (13)
2/2003 20.02.2003 000 15.05.2008
18.09.2002| and 6/200 | 30.06.201 | EUR 25,973.2+ 25,973.*9 O.FO 12,984 92 15.11.901 | 0.00
Coastal Cities Pollution Control Project - loan no.72260 - HR FSL  (14)
11/2004 17.12.2004 000 15.10.2009
02.07.2004| and 2/200 | 20.11.900 | EUR 39,047.2+ 39,047.*4 O.FO 25,564.32 15.04.201 | 0.00
Social and Economic Recowery Project - loan no. 830 - HR FSL _ (15)
9/2005 30.09.2005 000 15.05.2010
02'05'2005| and 1/1/20C | 31.12.201 | EUR 34’894'9+ 34’894'+0 O'FO 24’474 2l 1511001 | 0.00
Social Welfare Development Project - loan no. 7307 HR FSL (16)
30.01.2006 000 15.11.2010
06.07.2005| 11/2005 | 31082011 | EUR | 30,887.845 30,887.4»5 O.FO 23,154.54 15 05 202 | 0.00

86



REPUBLIC OF CROATIA
MINISTRY OF FINANCE
ANNUAL REPORT FOR 2012

o The Act published . . . .
Signing in Official Eﬁe.CWEI Currency| Loan Amount Disbursed Undisbursed Outstanding Prlnc.lpal I | [PlSle e
Date X Closing Date First and Last 2012
Gazette No.:
Science and Technology Project - loan no. 73208IR FSL (17)
12/2005 11.05.2006 000 15.11.2010
16.09.2005| and 5/200 | 31.05.2011 | EUR | 29,750. 4Jr 29,750. 4{7 O.FO 22,824.96 15 05,200 | 0.00
Programmatic Adjustment Loan (PAL) - loan no. 7330 - HR FSL PAL
12/2005 19.12.2005 000
20.09.2005| and 3/200 | 30.06.200 | EUR | 150,000. O{) 150,000. I)O OPO 150,oo+.oo 15.09.2015 | 0.00
Education Sector Development Project - loan no. B20 -HRFSL  (18)
12/2005 15.03.2006 000 15.11.2010
17.10.2005| and 1/200 | 30.09.201 | EUR | 66,282. 445 66,282. 4*5 O.FO 51,145{.08 15 05 20( | 0.00
Agricultural Acquis Cohesion Project -loan no. B600 -HRFSL (19)
10/2006 21.11.2006 000 15.04.2011
O8.05.2006| and 1/200 | 31.07 201 | EUR 25,500. 0+ 25,204. *2 295l48 21,11(*.06 15 10.200 | 2,698.91
Second Programmatic Adjustment Loan - loan no. 748 - HRFSLPAL2 (20)
712007 28.04.2008 000 15.10.2012
11.06.2007| and 3/2008 | 31.10.200 | EUR | 100,000. O{) 100,000. I)O OPO 95,004.00 15.04.202 | 0.00
Inland Waters Project - loan no. 74530 - HR FSL
29.01.2008 000 15.04.2012
12.06.2007| 8/2007 | 31199012 | EUR 100,000.0{) 85,399. #7 14,600|33 79,52|1.78 15 10,200 | 30,718.79
Revenue Administration Modernization Project - loanno. 74710 - HR FSL (21)
21.12.2007 000 01.11.2012
03.07.2007| 8/2007 | 30.06.201 | EUR 25,000.0+ 7,197.&12 17,802|08 6,8349.03 01.05.202 | 0.00
Development of Emergency Medical Senvices and Invesent Planning Project - loan no. 75980 - HR IFL B
15.01.2009 000 15.10.2013
21.10.2008| 12/2008 | 30.06.201 | EUR | 18,100.0+ 9,934.41 8,165|19 9,934*.81 15.04.203 | 3,368.60
Coastal Cities Pollution Control Project 2 - loan w. 76400 - HR IFL FS
04.06.2009 000 15.04.2014
06.02.2009| 4/2009 | 30.09.201 | EUR 60,000.0+ 18,279.1*»0 41,720|20 18,27{9.80 15 10,200 | 7,448.09
Fiscal, Social and Financial Sector Development Hol Loan - loan no. 78460 - HR IFL FS DPL
17.02.2010 000
13.01.2010| 1/2010 | 30.04.201 | EUR 200,000.0{) 200,000. I)O OPO 200,00+.OO 15.05.2025 | 0.00
Justice Sector Support Project - loan no. 78880 RHIFLFS  (22)
13.04. 2010| 4/2010 | 12.07.2010 | 000 | 26,000 04) 6,279. 42 19 720|38 6 27+ 62 15.10.2027 | 32132
- 30.06.201 EUR o ' ' 1 - T
European Union Natura 2000 Integration Project - lan no. 80210 - HRIFLFS  (23)
19.05.2011 000 15.05.2016
22.02.2011| 7/2011 | 30.04.201 | EUR 20,800.0+ 5,305. 515 15,494|05 5,30+.95 15.11.203 | 3,809.40
Economic Recovery Development Policy Loan - loan n80630 - HR IFL FS ERDPL
10.05 2011| 8/2011 | 14.06.2011 | 000 150,000 O{) 150,000. I)O OPO 150 00+ 00 15.04.2026 | 0.00
e 31.12.201 EUR R i i '
Integrated Land Administration System Project - loan no. 80860 - HR IFLFS  (24)
15.11.2011 000 15.11.2015
17.08.2011| 13/2011 | 3110201 | EUR | 16,500.0+ 2,424.!12 14,075|08 2,42+92 15.05.203 | 1,461.64
Advance for Preparation of Proposed Second Scienaad Technology Project - advance no. P4640 - HR FS
Law is not 30.4.2012 000 lan: repayment froi |
30'04'2012| necessary | 17.04.201 | UsC | 1'552'0+ 1'18640 365'|70 1,18€| 3B‘the proceeds of tk 118630
Sgg | 56747005  567,104.35 36570  102591.07 1,186.30
TOTAL DIRECT LOANS 100.00% 99.94% 0.06%
283 1,418,412.68 1,286,539.89 131,872(79 925,74P.03 5%718.
100.00% 90.70% 9.30%
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SOVEREIGN GUARANTEE LOANS

A The Act published : . ; )
Signing in Official Eﬁgctlve / Currency| Loan Amount Disbursed Undisbursed Outstanding Prlnc.lpal Repayment, | Disbursedin
Date X Closing Date First and Last 2012
Gazette No.:
Istria Water Supply and Sewerage Project - loan no30690 - HR CPL  (25)
01.02.1990
31.05.1990 000 15.10.1994
.29 A X . .

(szgggr:tlzg: 711994 30.06.2000 USD 26,016.2 26,016.29 0.po 0{oo 15.04.2004 0.00

Investment Recowery Project (4 loans) - loans nel2460 - HR VSL (Varazdinska banka - Zagreb&ka banka d.d), 42470 - HR VSL (Dalmatinska banka d. - OTP banka),
42480 - HR VSL (Slawonska banka d.d. - Hypo Alpe-Ath Bank d.d.) and 42490 - HR VSL (Alpe Jadran banla d.d. - bankrupt) (26)

17.03.1998 000 15.03.2003
04.12.1997| 3/1998 | 31.12.200 | EUR | 21,589.5+ 21,589.*0 O.FO 0|00 15.00.201 | 0.00
Municipal Enviromental Infrastructure Project - loa n no. 43520 - HR VSL (Croatian Bank for Reconstrutton and Development)
28.06.1999 000 15.11.2003
25.09.1998| 2/1999 | 21.12.200 | EUR 33,233.9Jr 33,233.+7 O.PO 1,661|.70 15 05,201 | 0.00
Rijeka Gateway Project - loan no. 47140 - HR VSLGroatian Motorways)  (27)
16/2003 10.10.2003 000 15.12.2008
12.07.2003| and 18/200 | 2112901 | EUR 8,061.24) 8,06149 0.+O 4,353|32 15.06.201 | 0.00
Rijeka Gateway Project - loan no. 47150 - HR VSLHort of Rijeka Authority)  (28)
16/2003 10.10.2003 000 15.12.2008
12.07.2003| and 18/200 | 31.08.201 | USE 55,100.0+ 55,100.+O O.FO 30,305{.00 15.06.201 | 0.00
Rijeka Gateway Project - loan no. 47160 - HR VSLGroatian Roads)
16/2003 10.10.2003 000 15.12.2008
12.07.2003| and 18/200 | 30.09.200 | EUR 76,200.0+ 76,200.+0 O.PO 41,91(1.00 15 06.201 | 0.00
Energy Hficiency Project - loan no. 71980 - HR AS(HEP d.d.) - prepaid
08.04.2004 000 15.04.2009
10.11.2003| 3/2004 | 30.06.2010 | EUR | 4,400.0+ 4,400.40 O.J)O 0Jo0 15.10.201 0.00
District Heating Project - loan no. 48280 - HR VSI(HEP - Toplinarstvo d.0.0.) - prepaid
09.03.2007 000 15.03.2012
11.09.2006| 1/2007 | 30.06.201 | EUR 24,000.0+ 24,000.(r0 0.po 0{oo 15.00.202 0.00
Trade and Transport Integration Project - loan no. 74100 - HR FSL (Port of Pl&e Authority)  (29)
3/2007 20.03.2007 000 01.04.2012
20.11.2006| and 1/2008 30.06.2014 | EUR 58,800.0+ 39,409.+5 19,390{95 35,81].86 01.10.9021 3,640.69
Additional Loan for the Rijeka Getaway Project - lcan no. 47151 - HR VSL (Port of Rijeka Authority) (30)
9/2007 21.11.2007 15.10.2011
11.06.2007| and 1/2008 | 30.00.201 |OOO EURI 20,300.(10 19,045|29 1,254.71 15,147.70 15.04.202 16,436.06
Rijeka Gateway Il Project - loan no. 76380 - HR IFLVS (Port of Rijeka Authority)
6/2009 14.07.2009 000 15.03.2019
17.04.2009| and 8/200 | 15 12 201 | EUR 84,000.0+ 2,218.49 81,781|11 2,2121;.89 1500203 | 2,003.30
Export Finance Intermediation Loan Project - loan ro. 77740 - HR IFL FS (Croatian Bank for Reconstruton and Development)
25.11.2009 000 15.10.2016
02.09.2009| 11/2009 | 31.08.201 | EUR 100,000.0{) 94,8781’6 5,121|24 94,87{3.76 15.10.203 | 9,869.37
Additional Financing for Trade and Transport Integr ation Project - loan no. 80770 - HR IFL VS (Port oPlote Authority)
08.12.2011 000 15.11.2023
14.09.2011| 15/2011 | 30.06.201 EUR 50,000.0+ 5,553.5*8 44,446|42 5,5549.58 15.05.203 | 5,428.58
Additional Financing for the Export Finance Intermediation Loan Project - loan no. 81930 - HR IFL FS(Croatian Bank for Reconstruction and Development)
. . effect.: 27.1.13 000 15.10.2019
29.10.2012| in preparat|on| closing: 31.8.1 EUR | 50,000.0+ O.(*) 50,000.FO OIOO 15.10.204 | 0.00
Sgg 81,116.2 81,116.49 0.90 30,305|00 0.00
TOTAL SOVEREIGN GUARANTEE LOANS 100.00% 100.00% 0.00Y
ggg 530,584.7 328,590.33 201,99443 201,53%.81 37,378.00
100.00% 61.93% 38.079
000 4
648,586.34 648,220.64 365.70 132,903.07 1,186.30
TOTAL Lt 100.00% 99.94% 0.06%
DIRECT + SOVEREIGN GUARANTEELOANS 505 — =2 s
EUE 1,948,997.44  1,615,130.22 333,867.22 1,127,284.84 80609
100.00% 82.87% 17.139

Notes:

Loans no. 39990, 41040, 41590, 43510, 42460, 4242480, 42490 and 43520 are contracted in DEMam80 November 2001

they were converted into Eur.

1 - aloan of USD 40 million contracted ; cancellg&D 1,1 million

2 - aloan of USD 80 million contracted; cancelle&D 121,5 thousand
3 - aloan of USD 17 million contracted; cancelle®&D 2,7 million

4 - cancelled: EUR 2,4 million

5 - aloan of USD 42 million contracted; cancelle&D 3,4 million

6 - cancelled: EUR 1,2 million

7 - a loan of EUR 85,4 million contracted; cancelledR 1,5 thousand
8 - a loan of USD 7,3 million contracted; cancellé&D 46,6 thousand
9 - a loan of USD 29 million contracted; cancelle&D 2,8 million

10 - a loan of EUR 14,8 million contracted; canakllEUR 986,8 thousand
11 - aloan of EUR 5 million contracted; cancellEttR 363,7 thousand
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12 - Pension System Investment Project was pregeoedpre-loan in the amount of USD 1.8 milliont yaly USD 657.2 thousand
was disbursed. That amount is included within tiebutsed funds of the loan no. 46720 - HR. A ladriUSD 27.3 million
contracted; cancelled: USD 6.1 million

13 - aloan of EUR 26 million contracted; cancelletR 26,7 thousand

14 - a loan of EUR 40 million contracted; cancelletdR 820,9 thousand; return of funds: 131,9 thousand

15 - aloan of EUR 35 million contracted; cancellEtR 105,1 thousand

16 - a loan of EUR 31 million contracted; cancelletdiR 112,2 thousand

17 - aloan of EUR 31 million contracted; cancellEtR 1,2 million

18 - a loan of EUR 67,8 million contracted; canatllEUR 1,5 million

19 - AgriculturalAcquisCohesion Project was prepared from the pre-loghénamount of USD 1.9 million, however, only USD
788.74 thousand was disbursed. That amount isdadlwithin the funds withdrawn from the loan no6@8-HR

20 - a loan of EUR 150 million contracted; cancellEdR 50 million

21 - aloan of EUR 50 million contracted; cancellettR 25 million

22 - Justice Sector Support Project was prepared fhe pre-loan in the amount of USD 653 thousaogyever, only USD 432
thousand was disbursed. That amount is includduimihe funds withdrawn from the loan no. 78880-HR

23 - European Union Natura 2000 Integration Projext prepared from the pre-loan in the amount dd 880 thousand, however,
only USD 491,1 thousand was disbursed. That amisuntluded within the funds withdrawn from the ho@o. 80210-HR

24 - Integrated Land Administration System Projeas prepared from the pre-loan in the amount of USDmillion, however, only
USD 1.2 million was disbursed. That amount is ideld within the funds withdrawn from the loan no880-HR

25 - loan undertaken od 25.2.1993, contractedaerathount of USD 28 million; cancelled: USD 1,9 ruiil

26 - For the implementation of the Project, fowarle were contracted (users are the banks citéa itable)

27 - aloan of EUR 15,7 million contracted; canatllEUR 7,6 million

28 - Rijeka Getaway Project was prepared from pae-fa the amount of USD 1.5 million, however, oblgD 684,3 thousand was
disbursed. That amount is included within the disbd funds of the Loan no. 47150 - HR

29 - Trade and Transport Integration Project wapared from pre-loan in the amount of USD 1.8 onilJihowever, only USD
534,3 thousand was disbursed. That amount is iedlwdthin the disbursed funds of the Loan no. 741B®R

30 - a loan of EUR 35,3 million contracted; caresllEUR 15 million

Source: Ministry of Finance
Participation of the Republic of Croatia in the Gereral Capital Increase of IBRD

Pursuant to the Decision of the Government of tapuRlic of Croatia of March 17, 2011 (Official GHee
number 34/2011), the Republic of Croatia parti@dain the general capital increase of IBRD in 20h1.
that context, in 2012 the payment of annual instalhof the capital for the benefit of IBRD was also
executed.

6.2.1.2 European Bank for Reconstruction and Development (BRD*)

The value of the granted loans/investments of tRBIE in the Republic of Croatia from 1994 until teed

of 2012 amounted to EUR 2.7 billion for 152 progetite total value of which reached EUR 7.4 billidhe
Bank also financed, with a total of EUR 22.3 mitljo174 projects of technical assistance, and with
approximately EUR 6.4 million, it financed over 50fbjects of assistance to small and medium ensegr
Investments in the private sector represent ardishgpercent of the overall EBRD investments in the
Republic of Croatia, while public sector projeapresent about 23 percent of the overall EBRD imvests

in the Republic of Croatia. In the structure ofding per sectors, the dominant ones are infrastredt30
percent), entrepreneurship (26 percent), finanostitutions (24 percent) and energy (20 percdnt)ine
with the EBRD Strategy for Croatia for the periogtvbeen 2010 and 2013, the priority sectors for EBRD

%% The Republic of Croatia has been a full-right memifehe European Bank for Reconstruction and Devatay (EBRD) since
April 15, 1993, and it owns 0.37 percent of itsrelsaand it has 0.37 percent voting power. In the EBR@Ard of Directors, the
Republic of Croatia, together with four other statesepresented by the Director from Hungary.
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investment in the Croatian economy are: 1. entreqneship, 2. infrastructure, environment, and eneagd
3. financial services.

EBRD Investments in the Republic of Croatia in 2012

During 2012, EBRD approved the total of EUR 201.4iom for financing of nine new projects in the
Republic of Croatia, of which the total of EUR 1464million was approved for six projects in the jaitie
sector, and EUR 36.8 million for financing threejpcts in the public sector:

a) Port of Split Infrastructure Rehabilitation Projéitian no. 42542 with state guarantee, in the amoun
of EUR 18.8 million, to the Port of Split Authorifgr modernization of the Port of Split and for the
extension and reconfiguration of the passenger weisar

b) Sibenik Wastewater Investment Programme (loan énatimount of EUR 10 million, directly to the
companyVodovod i odvodnja Sibenik d.o.without state guarantee);

c) North-Western Regional Waste Water Project (loathemamount of EUR 8 million, directly to the
companyMedimurske vode d.o.pwithout state guarantee).

Overview of Loans, Disbursement of Funds and Stataf Debt towards EBRD

In the period between 1994 and 2012, EBRD grantedah of 22 loans for financing of public projedts

the Republic of Croatia (in the total amount of US&2 million and EUR 633.5 million), 3 of whichear
direct loans and 19 sovereign guarantee loanse(&hD.). Interest for loans contracted or condeiteEUR
were paid in semi-annual rates ranging from 1.Iteyd to 7.44 percent, and interests for loansiédain
USD were paid in semi-annual rates ranging froml Ipércent to 1.74 percent. Front-end fees were
calculated and charged at a contract rate of lepemf the loan amount, and commitment charges were
calculated and charged at a rate of 0.5 percentadiygn

Table 6.10. Overview of EBRD Loans Concluded in théPeriod 1994 to 2012 with a Review of
Outstanding Debt and Funds Disbursement Overview,saof 31 December 2012 and Disbursed Funds

During 2012
DIRECT LOANS
The Act . . ) . ’ .
- SR i _ I__oan amount | Disbursedin _Undlsbursed Qutstandng Pr|r_10|pa| Dlsburse_zdln 2012,
Signing date Official Gazette Closing date | Currency] in 000 USD/| 000 USD/ | in 000 USD/|in 000 USDf maturity date: in
No.- 000 EUR 000 EUR 000 EUR 000 EUR firstandlast | 000 USD/000 EUR

Air Navigation System Project - Loan No. 231 (1

21.09.1994 | 13/1994 | 31.12.2001| USEi 19,735.5*2 19,735|52 0 0.0| 0.00 | 5}22%26 0.00
Croatian Highway Reconstruction Project (HC) - LoanNo. 286  (2)
17.01.1995 | 6/1995 | 28.02.1999 | EUI1 36,195.218 36,195|88 0.0+ 0.00 | 18%;228 0.00
Croatia Wholesale Markets Project - Loan No. 627 (3)
24.05.2002
08.12.1997 7/1998 25.03.2002 EU 3,203.5 3,203.56 0.0 .00 0 24.11.201 0.00
uUsD 19,735.52 19,735.52 0.00 0.00 0.00
TOTAL DIRECTLOANS EUR 39,399.44 39,399.44 0.00 0.00 0.00
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SOVEREIGN GUARANTEE LOANS
Ei]:h):(zitin Loan amount | Disbursed in] Undisbursed| Outstanding Principal Disbursedin 2012,
Signing date O? ial Gazett Closing date | Currency] in 000 USD/| 000 USD/ | in 000 USD/|in 000 USD/| maturity date: in
'C'T\lo azette 000EUR | O0OEUR | 000EUR | 000EUR | firstandlast | 000 USD/000 EUR
Croatia Hectricity Network Reconstruction Project (HEP) - Loan No. 283
02.02.1995 | 6/1995 | 30.06.2000 EUF{ 32,211.49 32,211|39 0.0+ 0.00 | iggziggg 0.00
Croatian Tourism Credit Line (Croatian Bank for Reconstruction and Development) - Loan No. 443
26.06.1996 | 171996 01.05.1998 EUR | 25,564 59| 25,564 5*9 0.00 | 0 00| 2312.1998 0.00
o and 10/19¢ e T T ) ) 23.12.200 )
Municipal Environmental Infrastructure Investment Pr ogramme (Croatian Bank for Reconstruction and Devalpment) - Loan No. 494 (4)
09.12.1996 | 4/1997 31.01.2004 | EUI1 31,575.212 31,575|22 0.0+ 0.00 | iggg;ggl | 0.00
Croatian Railways Locomotive Rehabilitation Project(CR - Infrastructure) - Loan No. 733
08.12.1998 | 4/1999 05.02.2004 | USEI 35,000.(10 35,000|00 0.0+ 2,916.65 | 58?1552?2 0.00
The Small and Medium Entrepreneurship Project (Crodian Bank for Reconstruction and Development) - Loa No. 923 (5)
012001 Principal
20.03.2001 19.09.2004 EUR 4,685.36 4,685.36 0.00 0.00( prepayment as 0.00
and 5/2002
05.08.200
Zagreb-Rijeka Motorway Project (Rijeka - Zagreb Motorway) - Loan No. 975 (6)
22.10.2001 | 8/2002 08.01.2008 | EUI1 60,000.(10 60,000|00 0.0+ 28,000.00 | 11331532?5 | 0.00
EBRD-Refund Guarantee Facility (Ujanik Shipyard-construction of the tanker No. 450) - Loan No. 18149
712002 4 guarantees guarantees
26.02.2002 and 11/2002 issued until usD 11,490.00 11,490.00 0.00 0.00 returned on 0.00
07.12.2004 03.03.2005
Zagreb Area Control Centre Project - Loan No. 25800 (7)
3
05.09.2002 | 14/2002 31.12.2006 | EUFI 24,944.45 24,944|05 0 0.0| 1,558.20 | ;géé;gg | 0.00
Croatia-Motorway Rehabilitation Project (Corridor X: Zabok-Zagreb-Brodski Stupnik) (Croatian Motorways) - Loan No. 27171 (8)
13.12.2002 | 10/2003 01.09.2006 | EUFI 45,25445 45,254|45 0 0.0| 18,833.46 | ;8?1532?6 | 0.00
Croatia Corridor X Motorway Completion Project (Zupa nja-Lipovac) (Croatian Motorways) - Loan No. 31848 (9)
12.11.2003 | 6/2004 09.12.2007 EUF{ 44,983.98 44,983|88 0.0+ 27,042.45 | 52??§227 | 0.00
Port of Dubrovnik Infrastructure Modernization Projec t (Port of Dubrownik Authority) - Loan No. 13451 (10)
7 and 11/2005 al 10.04.2008
01.02.2005 9201 I-I 31.12.2012 EUR | 32,724.08| 32,724.0|3 0.00 | 20,967|23 10.10.901 | 1,451.16
Motorway Rijeka-Zagreb Phase IIB (Kikovica-Susica) Rijeka - Zagreb Motorway) - Loan No. 35790
26.07.2006 | 11/2006 | 01.10.2010 | EUFI 50,000.40 50,000|00 0 0.0| 44,047.62 | i;éé;g;o | 0.00
Rijeka Bypass Project (Croatian Roads) - Loan No.B349  (11)
4/2007 23.09.2010
12.12.2006 | and 1/200 | 31.12.2012 | EUR | 33,347.05| 33,347.0|5 0.00 | 29,728|19 23.09.203 | 0.00
Port of Ploce Bulk Terminal/Trade and Transport Integration Project (Port of Plo¢e Authority) - Loan No. 36127 - prepaid (12)
09.11.2007 | 2/2008 31.07.2012 | EUF{ 338.19| 338.1+ 0.0(1 0.0 ;882;8;2 | 0.00
Plinacro Gas Storage Project (Plinacro d.0.0.) - LoaNo. 40223
13.05.2009 | 6/2009 | 30.04.2010 | EUF{ 70,000.(10 70,000|00 0.0+ 28,000.00 | %E??ig;w | 0.00
Port of Sibenik Infrastrucutre Modernization Project (Port of Sibenik Authority) - Loan No. 39749
8/2010 anc 20.05.2014
15.05.2010 | 10/201( | 15.05.2014 | EUR | 12,000.00| 1,812.451 10,187.+7 1,812|43 20.05.202 | 189.33
Corridor Vc completion Project (Croatian Motorways) - Loan No. 41325
24.11.2010 | 4/2011 | 24.11.2013 | EUI1 60,630.(10 16,103|03 2695 | 16,103.03| 128228;4 | 11,379.00
Modernising Air Navigation System in the Republic éCroatia (Croatia Control) - Loan No. 42754
29.09.2011 | 15/2011 29.03.2015 | EUFI 47,000.40 30,828|88 17182 | 30,828.88| ;88228;5 | 28,795.06
Financing of Port of Split infrastructure rehabilita tion Project (Port of Split Authority) - Loan No. 42542
17.12.2012 | in preparation| 29.03.2015| EUFil 18,800.{)0 0.0(1 8,800.00 | 0.00 | 10.03.2017 | 0.00
10.03.202
UsD 46,490.00 46,490.00 0.00 2,916.6b 0.00
TOTAL SOVEREIGN CUARANTEE LOANS EUR 594,058.26| 504,372.6 89,685.66 246,921.49 41,814.55
TOTAL UsD 66,225.52 66,225.52 0.00 2,916.6b 0.00
DIRECT + SOVERHGN GUARANTEE LOANS EUR 633,457.70| 543,772.04 89,685.6p 246,921.49 41,814.55

Notes:
1 - loan contracted in the amount of USD 22 millioancelled: USD 2.3 million

2 - loan contracted in the amount of DEM 70.9 miili cancelled: DEM 107 thousand. Loan converteal HWR
3 - loan contracted in the amount of DEM 33.5 miili cancelled: total DEM 27.2 million and EUR 1ihbusand.

Loan converted into EUR

4 - loan contracted in the amount of DEM 105 millicancelled: total DEM 24.6 million and EUR 9.6llman. Loan

converted into EUR
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5 - loan contracted in the amount of EUR 12 miljioancelled: EUR 7.3 million

6 - loan contracted in the amount of EUR 90 millieBRD has reduced loan for the amount of EUR 3liani
7 - loan contracted in the amount of EUR 25 millioancelled: EUR 55.9 thousand

8 - loan contracted in the amount of EUR 46.5 oniljicancelled: EUR 1.2 million

9 - loan contracted in the amount of EUR 45 millioancelled: EUR 16.1 thousand

10 - loan contracted in the amount of EUR 34.5iamitlcancelled: EUR 1.8 million

11 - loan contracted in the amount of EUR 40 miljioancelled: EUR 6.7 million

12 - loan contracted in the amount of EUR 11.2iamllcancelled: EUR 10.9 million

Source: Ministry of Finance
6.2.1.3 Council of Europe Development Bank (CEB’)

In 2012, the CEB approved EUR 50 million for finamgof projects in the Republic of Croatia. Thigers

to the loan to the Croatian Bank for Reconstructind Developmefit (no. FP 1775 (2012)), designated for
financing of investment projects of micro, smaldamedium-sized enterprises and sub-projects atyutil
infrastructure for improving the living standarastown and rural areas, carried out by local argiorel
state authorities and/or other public sector estithroughout Croatia. Although approved in thedbeicf
the year, even 50 percent of the loan was withdiavamly six months. The funds of the loan werecpthto
end users via intermediary banks.

In the middle of 2012, the loan approved at the @h@d011 for the “Municipal Water Financing Fagilit
Project (loan no. FP 1751 (2011), in the amourEWR 75 million) was also contracted, which enalitesl
preparation of projects of investments in watemdugystems, collection and treatment of wastewaiet
drainage of rainwater in municipalities locatedaih Croatian counties with the exception of theyQf
Zagreb. The beneficiary of funds of this loan is tompany the Croatian Watekdr¢atske vodeCroatian
national public water utility company).

The cooperation of the Republic of Croatia with tG&B was also taking place in the area of the
implementation of earlier granted loans/projectsHealth, culture and prison system sectors anpbqso
with the purpose of modernization of rural areasbiiding utility and social infrastructure on Ctiaen
islands. In 2012, the Croatian Bank for Reconsiimacand Development finished the implementatiohef
programme of financing productive investment prtgeof micro, small and medium-sized enterprises
throughout Croatia (loan contract, no. FP 1690 920and at the end of 2012, it started the prejmaraif

the second phase of the above-mentioned creditdimmicro, small and medium-sized entrepreneurahiph
local and regional state authorities and/or otredated public sector entities throughout Croalibe
potential loan of CEB for the co-financing of tlsi®dit line amounts to EUR 90 million.

Overview of Loans, Disbursement of Funds and Statef Debt towards the CEB

In the period from 1998 until the end of 2012, Bepublic of Croatia directly contracted 14 framekvor
loans with the CEB for co-financing of projectsdan provided guarantees for 4 CEB framework loans

% The Republic of Croatia became a full member of @dwf Europe Development Bank (CEB) on June 24, 198id it owns

0.391 percent of its shares and has 0.391 of vagimger. The Republic of Croatia is represented by r@peesentative in the
Governing Board of the CEB and one representativis ikdministrative Council.

41 According to the Act on the Croatian Bank for Recargtion and Development (Official Gazette, numb&8/2006), the

Republic of Croatia guarantees for the liabilitiestbé Croatian Bank for Reconstruction and Developmartonditionally,

irrevocably and on first demand, and without isguany special guarantee document.
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the Croatian Bank for Reconstruction and Developgn{gmble 6.11.). All direct framework loans and
sovereign guarantee loans were being disbursetieobdsis of supplemental/disbursement agreements, i
instalments, each of which was considered a seplran. The instalments of direct loans were catedin
EUR and USD, with the repayment period ranging féoto 15 years, with a maximum 5-year grace period.
They are paid off at a fixed interest rate (sermiwst payment of interest), which, in the periodwmn
1998 and the end of 2012 ranged from 2.65 percests6 percent for instalments disbursed in EUR|evh
the instalments disbursed in USD were contractedhat interest rate of 5.71 percent. In 2012, the
disbursement of funds was executed for the beng&fiConstruction of Municipal and Social Infrasttuce
Facilities on Croatian islands” Project (EUR 1.38lion were disbursed at the fixed interest rate2d35
percent) and the Project "Research, Reconstruetimh Revitalization of the Cultural Heritage lbdk —
Vukovar - Vdedol' (EUR 7.6 million were disbursed at the fixed netst rate of 2.66 percent).

The instalments of CEB framework loans to the GamaBank for Reconstruction and Development were
contracted in EUR, with the repayment period ragdimom 8 to 15 years, including the grace perio@ &b

5 years for the repayment of the principal. Sonstalments are paid off at the floating interest tzdsed on
EURIBOR increased by fixed margin ranging from Opfcent to 0.4 percent, while other instalmentseewe
contracted at fixed interest rates ranging fron32xércent to 4.37 percent.

In 2012, the funds of the loans approved for theaGan Bank for Reconstruction and Development were
disbursed for the project of Partial financing obguctive investment projects in micro, small anedinm-
sized enterprises throughout Croatia (EUR 25.32ianilwere disbursed at the fixed interest rate 603
percent) and newly-contracted Partial financingirafestment projects undertaken by micro, small and
medium-sized enterprises (SMEs) and local and nadjistate authorities and/or other related puldictar
entities throughout Croatia (for SMEs, the insettnof EUR 20.9 million was disbursed at the fixed
interest rate of only 2.13 percent, while for otkeed beneficiaries of this loan EUR 4.1 million eexiso
disbursed at the fixed interest rate of 2.62 pdjcen
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Table 6.11. Overview of CEB Loans Concluded in théPeriod 1994 to 2012 with a Review of
Outstanding Debt and Funds Disbursement Overview,saof 31 December 2012 and Disbursed Funds

During 2012
DIRECT LOANS
Signing The Act published Framework' BRITEEr Undisbursed Outstanding in Outstanding in Dlsburse'dm
i in Official Gazette| Loan amount in in 000 HRK in 000 HRK currency currency 2012, in
No.: 000 HRK (000 EUR) (000 USD) 000 HRK
Reconstruction of Health Facilities in Eastern Slasnia - Loan No. F/P 1278 (1998)
13/1998

16.07.1998 and 15/199 172,744.18 172,744.13 0400 480.00 .00 0.00

Rehabilitation of School Facilities in Eastern Slasnia - Loan No. F/P 1279 (1998) (1)
13/1998

16.07.1998 and 15/199 66,380.8+ 66,380.2*0 0.p0 98100 Q.00 0.00
Reconstruction / Repair of 41 School Facilities i€roatia - Loan No. F/P 1352 (1999) (2)

19.01.2001

26.01.200 7/2001 96,935.64 96,935/64 000 1,288.20 0.00 0.00
Reconstruction and Housing Project for the Return 6Displaced Persons and Refugees in the Republic@foatia - Loan No. F/P 1378 (2000)

02.02.2001

07.02.200 7/2001 232,000.¢40 232,000|00 Q.00 2,060.00 0.00 0.00
Cultural Heritage Restoration Project of the Franciscan Monastery "Male braée" in Dubrownik - Loan No. F/P 1379 (2000) (3)

19.06.2001 an?gggé 10,324.79 10,324.19 0.p0 310168 Q.00 0.00
Project for the Renovation and Modernization of the”Andrija Stampar” School of Public Health in Zg ard of the International Centre for Health Service
Management "Andrija Stampar” in Du - Loan No. F/P 1419 (2001

10/2002

29.03.2002, and 121200 21,395.0+ 21,395.+0 0.p0 978155 Q.00 0.00
Investments in Health Facilities throughout Croatia- Loan No. F/P 1351 (1999) (4)

23.10.2001 9/2002 i

30.10.200 and 121200 186,054.9¢+ 186,054.94 0400 13,11%.60 D.00 0.00
Sustainable Return of Displaced Persons and RefugeelLoan No. F/P 1435 (2002) (5)

03.01.2004

30.01.200 6/2004 292,304.13 292,304/13 .00 20,3883.60 0.00 0.00
Construction and Reconstruction of School Facilitis in the Republic of Croatia - Loan No. F/P 1456 @®03)ADD 1  (6)

15.12.2004 5/2005 399,786.3f 399,786.87 0400 42,612.20 D.00 0.00

and 8/200
Construction of Municipal and Social Infrastructure Facilities on Croatian Islands - Loan No. F/P 1498004)
5/2005, 8/200¢

15.12.2004 5/2010 and 8/20: 193,364.3f 173,485.64 19,8784.73 21,60P.20 0.00 10,157.85

Project "Research, Reconstruction and Revitalizatio of Cultural Heritage llok-Vukovar-Vu &edol" - Loan No. F/P 1511 (2005)
8/2005, 9/200¢ R

23.05.2005| 3/2010 and 7/20: 169,716.2f 151,856.87 17,859.90 19,876.00 0.00 57,269.80
Financing of Health Facilities throughout the Repulic of Croatia - Loan No. F/P 1576 (2006) W  (7)

01.06.2007| 912007 327,679.3¢ 219,718.93 107,964.41 30,100.00 0.00 0.00

and 1/200
TOTAL DIRECT LOANS 2,168,685.78 2,022,986.74 145,699.04 152,912.0 0.po 67,427.65
100.009 93.28% 6.7206

DIRECT LOANS SIGNED IN EUR

A The Act published| Framework . : Outstanding in Disbursedin

Signing |. . b . Disbursed Undisbursed 9 :
i in Official Gazette| Loan amount in in 000 EUR i1 000 EUR currency 2012, in
No.: 000 EUR 000 EUR 000 EUR
Extension and rehabilitation of the Zagreb Prison 1.0an No. F/P 1725 (2010) (8)
26.10.2011
8/2012 6,480.00 0.90 6,480J00 g.00 0.00

04.11.201
Municipal Water Financing Facility - Loan No. F/P 1751 (2011) (9)

27.06.2012

7/2012 75,000.J0 O.+O 75,000{00 (.00 0.00

29.06.201

TOTAL DIRECT LOANS
SIENED [N EUS 81,480.0( 0.0p 81,480.00 0.00 0.00
100.009 0.00% 100.00|%
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SOVEREIGN GUARANTEE LOANS

Signing The P.\clt published Framework. Disbursed Undisbursed Outstanding in DISbJI’SE.dIn
date in Official Gazette| Loan amount in in 000 EUR in 000 EUR currency 2012, in
No.: 000 EUR 000 EUR 000 EUR
Small and Medium-sized Enterprises Credit ProgrammeFinancing - Loan No. F/P 1392 (2000) ADD 1 (Croath Bank for

Reconstruction and Developme

n

13., 20. anc 9/2006

27.04.200 and 1/200 8,000.0+ 8,000.d0 0.00 2,500/00 0.00
Financing of Productive Investment Projects in Smaland Medium-sized Enterprises (SMEs) throughout Coatia - Loan No. F/P
1646 (2008) (Croatian Bank for Reconstruction and &velopment) (1C

17.12.2008 - 50,000.00 50,000{00 Q.00 40,625.00 0.00
Partial financing of productive investment projectsin micro, small and medium.sized enterprises (SMBghroughout Croatia -
Loan No. F/P 1690 (2009) (Croatian Bank for Recongtction and Development) (11

08.02.2010 - 50,000.00 50,000{00 Q.00 50,070.00 25,318.73

Partial financing of investment projects undertakenby micro, smal

authorities and/or other related

public sector entiies throughout C

and medium-sized enterprises (SMBsand |
oatia - Loan No. F/P 1775 (2012) (12

ocal andregional

31.07.2012 - 50,000.00 25,000{00 25,000.00 25,000.00 (0]04370)
TOTAL SOVEREIGN J) (L
GUARANTEE LOANS 158,000.0 133,000.0 25,000.90 118,125.0(|) 50,318.73
100.009 84.18% 15.82P6
TOTAL 000 EUR 271,037.0
DIRECT LOANS + SOVEREIGN GUARANTEE
LOANS 000 USD 0.00

Notes:

1 - loan contracted in the amount of HRK 67.4 miili cancelled: in the amount of HRK 987.2 thousand

2 - loan contracted in the amount of HRK 98.7 miiticancelled: in the amount of HRK 1.7 million

3 - loan contracted in the amount of HRK 10.3 miili cancelled: in the amount of HRK 0.7 thousand
4 - loan contracted in the amount of HRK 186.8iomil] cancelled: in the amount of HRK 782.1 thousand
5 - loan contracted in the amount of HRK 292.3iomlj cancelled: in the amount of HRK 46.9 thousand

6 - loan contracted in the amount of HRK 402.5iomlj cancelled: in the amount of HRK 2.7 million

7 - loan closing date has been contracted: 31 Deeef013
8 - loan closing date has been contracted: 30 20hé
9 - loan closing date has been contracted: 30 20h&
10 - loan closing date has been contracted: 30 20bh2
11 - loan closing date has been contracted: 30 20bh2
12 - loan closing date has been contracted: 30meee2014

Source: Mi

nistry of Finance

6.2.1.4 European Investment Bank (EIB?)

The EIB has been financing projects in the Reputfii€roatia with long-term loans since 2001. By émel
of 2012, the EIB approved loans in the total amafrEUR 2.9 billion for financing of 42 projects the
Republic of Croatia. In 2012, the EIB approved &lt@of EUR 300 million for financing of three new
projects in the Republic of Croatia, of which tlmtat of EUR 250 million were approved for two publi

42 Activities of the European Investment Bank ( EIB)ire Republic of Croatia have been regulated by taenéwork Agreement
between the Republic of Croatia and the Europeanstment Bank, since December 13, 2000. On the bédiseoFramework
Agreement, the EIB Board of Governors approved, ebrdrary 6, 2001, the provision of loans for investinprojects in the
Republic of Croatia, which enabled the singing offthet loan contracts. By joining the EU, the Repalf Croatia will become a
member of the EIB.
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sector project. The remaining EUR 50 million wergpmved by EIB for one private sector proféct
bringing the amount of EIB investments in the pravsector since 2001 to EUR 475.2 million.

New Loans Contracted in 2012

During 2012, the following loan agreements werenathwith the EIB for the financing of public sector
projects:

a) loan no. FINo. 81.304 (EUR 150 million) with stajearantee, for the Project of small and medium
entrepreneurship (SME) and medium capitalized prisers IlI/A; beneficiary: Croatian Bank for
Reconstruction and Development (HBOR);

b) loan no. FINo. 81.830 (EUR 100 million) with stajearantee, for the Project of small and medium
entrepreneurship (SME) and medium capitalized priters 111/B; beneficiary: Croatian Bank for
Reconstruction and Development (HBOR).

Overview of Loans, Disbursement of Funds and Stataf Debt towards the EIB

In the period from 2001 until 2012, EIB granted I@8ns for the financing of public projects in trotal
amount of EUR 2.5 billion. Of the aforementionedwé&re direct loans in the total amount of EUR 563.1
million, and 21 were sovereign guarantee loanthertotal amount of EUR 1.9 billion (table 6.12).

Table 6.12. Overview of EIB Loans Concluded in thePeriod 2001 to 2012, with a Review of
Outstanding Debt and Funds Disbursement Overview,saof 31 December 2012 and Disbursed Funds

During 2012
DIRECT LOANS
The Act ’ ) ) . .

Signina Datel published in Official Loan Amount Disbursed Undisbursed Outstanding s BEe Disbursedin 2012,

SR iN0O00OEUR | inOOOEUR | in0OOOEUR | in 000 EUR : in 000 EUR

Gazette No.:

Project "Croatian Railway, Corridor Vc" - loan FINo . 21.051 (CR - Infrastructure) (1)

24. and 31.12.2007

31.05.2001 2/2002 39,000.00 39,000.00 0.00 25,848.37 CLOSED 0.00
Project "Municipal Infrastructure Framework Loan" - loan FINo. 22.165 (ex MRDFWM/ MMATI)  (2)

30.09.2008

30.07.2003 16/2003 49,082.01 49,082.014 0.00 44,047.5. CLOSEL 0.00
Project "Municipal Infrastructure Multi-Sector Fram ework Loan" - loan FINo. 22.881 (MRDEUF)

2422 ; 2(?0 7/2005 150,000.00 106,800.00 43,200.00] 106,300.0+ 2012, 0.00
Co-financing EU IPA ISPA 2007-2011 - loan FINo. 2349 (MoF)

30.09.2010 10/2010 200,000.00 114,400.0+ 85,600.0) anae: 30.09.2015 54,400.00
Island & Costal Infrastructure Facility - loan FINo . 31.146 (MRDEUF)

15.09.2011 16/2011 25,000.00 0.00 25,000.0d 0.00 301%.20 0.00
Project "Municipal Water Financing Facility" - loan FINo. 31.176 (Croatian Waters )

18.10.2011 15/2011 75,000.00 0.00 75,000.0d 0.00 1519.20 0.00
Project "Mainland Infrastructure Facility (Integral Development of Local Community)" - loan FINo. 31.86 (MRDEUF)

18.10.2011 15/2011 25,000.00 0.00 25,000.0d 0.00 301%.20 0.00

TOTféE,LZECT 56308201 | 30928201 | 253800.00| 290,595.90 54,400.00

“3Global loans to commercial banks without state goies for the financing of small and medium emérgurship.
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SOVEREGN GUARANTEE LOANS

The Act
Sianing Date blishe:inCOfﬁcial Loan Amount Disbursed Undisbursed Outstanding Closing Date Disbursedin 2012,
gning R , iN000EUR | in000EUR | in000 EUR in 000 EUR 9 in 000 EUR
Gazette No.:
Project Rehabilitation of National roads (CroatianRoads) - loan FINo. 21.262
30.06.2007
29.10.2001 4/2002 60,000.00 60,000.00| 0.00 53,157.39 CLOSED 0.00
HBOR Global Loan (Croatian Bank for Reconstructionand Development) - loan FINo. 21.316
26.11.2004
26.11.2001 4/2002 10,000.00 10,000.00 0.00 1,176.47 CLOSET 0.00
"Rijeka - Zagreb Motorway Project” (Rijeka - Zagreb Motorway) - loan FINo. 21.609
J 30.12.2007
24.6.2002 10/2002 60,000.00 60,000.00 0.00 44,551.6 CLOSEL 0.00
"Zagreb Air Traffic Control Project" (Croatia Contr _ol) - loan FINo. 21.677
11. and 30.06.2007
12.09.200 14/2002 20,000.00 20,000.00 0.00 9,027.78 CLOSEL 0.00
Project "Rehabilitation of Motorways" (Croatian Mot orways) - loan FINo. 21.850
i 13.12.2006
13.12.2002 10/2003 50,000.00 50,000.00) 0.00 37,181.1 CLOSET 0.00
"Plinacro Gas Pipelines Project" (Plinacro) - loanFINo. 22.374
A 01.12.2007
16.12.2003 3/2004 90,000.00 90,000.00 0.00 79,333.33 CLOSET 0.00
Project "Zupanja - Lipovac Motorway Section” (Croat ian Motorways) - loan FINo. 22.639
22. and 01.04.2007
26.07.200 1/2005 45,000.00 45,000.00 0.00 40,671.43 CLOSEL 0.00
Project "Croatian Roads - Split By-pass” (Croatian Roads) - loan FINo. 23.135 (3)
20.07.2005 2/2006 42,900.00 18,000.00 24,900.0+ 18[00.0 31.12.2013 8,000.00
Project "Rijeka-Zagreb Motorway Completion” (Rijeka - Zagreb Motorway) - loan FINo. 23.419
09.03.2006 8/2006 210,000.00 210,000.0(¢ 0.00 204,509.6p 0&?3?? o 0.00
Project'Croatian Rodas Rehabilitation II' (Croatian Roads) - loan FINo. 23.780
11.12.2010
12.12.2006 5/2007 60,000.00 60,000.00 0.00 60,000.0d CLOSEL 0.00
Project "Plinacro Gas Pipelines II' (Plinacro) - loan FINo. 24.067
31.07.2007 11/2007 190,000.00 190,000.0 0.00 190,000.00  31.07.2012 0.00
Project "Zadar New Port" (Port of Zadar Authority) - loan FINo. 24.093
07.09.2007 10/2007 100,000.00 50,200.00} 49,800.0p 50200 31.12.2012 29,200.00
HBOR Global Loan IIA (Croatian Bank for Reconstruction and Development) - loan FINo. 24.125
16.04.2009
16.10.2007 - 40,000.00 40,000.00 0.00 25,882.35 CLOSET 0.00
HBOR Global Loan IIB (Croatian Bank for Reconstruction and Development) - loan FINo. 24.500
20.12.2009
20.06.2008 - 60,000.00 60,000.00 0.00 56,470.59 CLOSET 0.00
"HBOR Loan for SME's and Mid-Cap" (Croatian Bank fo r Reconstruction and Development) - loan FINo. 24 8L
31.03.2011
24.03.2009 - 250,000.00 250,000.00) 0.00 250,000.0 CLOSEL 0.00
Project "Croatian roads rehabilitation I/B" (Croat ian Roads) - loan FINo. 25.417
28. and
30.12.2009 4/2010 60,000.00 20,000.00 40,000.00 20,000.00 30.12.201 0.00
Project "DINA VCM-PVC Plant Construction" (Croatian Bank for Reconstruction and Development) - loan Mo. 25.533  (4)
15.04.2010 - 0.00 0.00 0.00 0.00 15.04.2012 0.00
"HBOR Loan for SME's and Mid-Cap II' (Croatian Bank for Reconstruction and Development) - loan no. FIN. 25.534
15.04.2010 - 250,000.00 250,000.00) 0.00 250,000.0 51, 128,593.90
Corridor VC (Croatian Motorways) - loan FINo. 31.205
15.09.2011 15/2011 60,000.00 5,023.89 54,976.11 5,023.89 31.12.2014 5,023.89
HBOR Loan for SME's and Mid-Cap II'A (Croatian Ban k for Reconstruction and Development) - loan no. No. 81.304
10.02.2012 - 150,000.00 126,200.00 23,800.04 126,200.0D 0.02.2014 126,200.00
HBOR Loan for SME's and Mid-Cap II/'B (Croatian Ban k for Reconstruction and Development) - loan no. No. 81.830
18.09.2012 - 100,000.00 0.00 100,000.0d 0.00 18.09.2014 00 O.
TOTAL
LOANS WITH THE GUARANTEE 1,907,900.00 1,614,423.89 293,476.11| 1,521,385.68 297,017.79
OF THE REPUBLIC OF CROATIA
GRAND TOTAL J
DIRECT + GUARANTEED 2,470,982.01 1,923,705.9( 547,276.11 1,811,981.48 351,417.79
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Notes:

1 - The contracted amount was EUR 40 million; cdadaEUR 1 million

2 - The contracted amount was EUR 50 million; cHadaEUR 918 thousand
3 - The contracted amount was EUR 60 million; cdadaEUR 17.1 million

4 - The contracted amount was EUR 34 million; cdadaEUR 34 million

Source: Ministry of Finance

EIB loans are disbursed in instalments. All insets, except those disbursed for the implementatidhe
“Rijeka — Zagreb Motorway Project” and the ProjéRijeka — Zagreb Motorway Completion”, were
disbursed at fixed interest rates (semi-annual payrof interests), which ranged from 2.493 perter.26
percent in the period from 2001 until the end 0o120During 2012, 14 instalments were disbursechén t
total amount of EUR 351.4 million. In 2012, fixauterest rates ranged from 2.854 percent to 4.08dept
and no instalments were disbursed at floating ésterates.

Projects in Preparation during 2012

During 2012, the activities for the preparatioraafiew credit line were carried out, in total amooinEUR
500 million, approved by EIB to the HBOR at the efi@012. The funds are intended for financingrofl
and medium entrepreneurship and medium capitativaegpanies. The HBOR will use this amount through
two separate loans with the EIB, which will be canted during 2013.

6.2.1.5 Inter—American Development Bank (IDB*)

Pursuant to the Decision of the Government of tlegpuRlic of Croatia, of January 27, 2011 (Official
Gazette, no. 16/2011), in 2011, the Governmentroffia participated in the general capital incread®B
and in the replenishment of the Fund for Speciar@ipon (FSO) of the Inter-American Development IBan
In that context, in 2012, the payment of annualaiinsents of the capital for the benefit of the IRBd of
contributions for the benefit of the FSO were exedu

6.2.1.6 Overview of Grants

In the period from 1995 until the end of 2012, 6ary agreements were signed for the implementation
projects in the Republic of Croatia, in the areanéfastructure, environmental protection and pevsector
development, and structural adjustments in headtte,csocial protection, agriculture, education, ligpub
finances and judicial system sectors (table 6.13.2012, the grant for the Project of Modernizataf the
State Treasury System in the Republic of Croatis ezmtracted in the amount of EUR 165.1 thousand.

4 |DB is the oldest regional development bank in weeld, founded in 1959 with the purpose of conttibg to the process of
economic and social development in the region ¢ihLAmerica and the Caribbean. The Republic of Crdaimbeen a full member
of the IDB since December 16, 1993. Based on thé ab6tdSD 48.5 million in the IDB capital (USD 2.1 itin of paid-in capital
and USD 46.4 million of callable capital), the Refiuibf Croatia owns 4.018 shares of IDB, that is50p@rcent of voting power. In
the IDB Board of Executive Directors, the RepublicQbatia, together with five other states, is repnesg by the Executive
Director from Japan. Based on the membership in B8 Republic of Croatia has the right to participatprojects financed by the
IDB, and it has co-decision-making rights, grantadtte basis of the shares in IDB capital. The RapuiflCroatia belongs to the
group of countries that are not beneficiaries eflbB loans.
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Table 6.13. Overview of Grants Contracted with thelBRD, Grants given by the Kingdom of the
Netherlands and Federal Republic of Germany, and ERD Grants on 31st December 2012

Year of Contraf:ted Amount of Cfincelled Amount Untliisbursed Amount
No. Granting Grant Reference Grant Name Cumr Grant in the Payment | in the Payment inthe Payment
Currency (000) Cunencies (000)]  Currency (000)
A. Grants Contracted with the IBRD
1. 1995 28851 (closed) Preparation of Procuremenslatign USD 148.0 101.47 0.00
2. 1995 29116 (closed) Private Farmer Support Seriicgisct JPY 56,600.0D 13,888.81 0.00
3. 1995 29117 (closed) Costal Forrest ReconstruatidriPaotection Project JPY 21,200{00 14¢.62 0.00
4. 1995 29314 (closed) Public Sector Adjustment - PSAL JPY 75,600.0D 5,504.82 0.00
5. 1995 29315 (closed) Agriculture Structural Adjushiémject JPY 29,400.0D 24,096.p9 0.00
6. 1995 29316 (closed) Railway Project JPY 58,800.0p 5,457.69 0.00
7. 1996 29486 (closed) Municipal Environmental Infracture Investment Project ush| 500[00 44 0.00
8. 1996 29674 (closed) Zagreb Urban Transport Project UsD 800.0 0.0p 0.00
9. 1997 28360 (closed) Biodiversity Strategy and Acitan USD 102.0 0.0p 0.00
10. 1997 27098 (closed) Private Sector Developmenge&ro USD 398.0 216.25 0.00
11. 1997 25539 (closed) Public Finance Managemejedro USsD 314.0 130.49 0.00
12. 1997 25229 (closed) Enterprise and Financial $écijpisment Project JPY 28,900.0D 21,561.p5 0.00
13. 1998 27099 (closed) Eastern Slavonja Emergencgrig&ruction Project USD 200.p0 3J05 0.00
14. 1998 25139 (closed) Health Project Il UsD 418.2 2.1p 0.00
15. 1998 25597 (closed) Sava River Flood ProtectiojeBr USD 476.1! 0.0p 0.00
16. 1999 20574 (closed) Informaton Development Program USD 80.0 0.0p 0.00
17. 1999 27259 (closed) Environmental Policy Develafiraed Regulatory Capacity Buiding usQ 276.49 .67 00.0
18. 1999 22644 (closed) Kogld rit Wetlands UsD 750.0 0.4¢ 0.00
19. 1999 25799 (closed) Municipal Environmental Irtfiiacture Project USD 216.8 0.0b 0.00
20. 1999 26113 (closed) Bankruptcy Tehnical i gect USsD 253.7 110.26 0.00
21. 1999 23163 (closed) Karst Ecosystem Conservatajad® USD 230.0 0.1f 0.00
22. 1999 26112 (closed) Rijeka Port Project UsD 337.5 0.0 0.00
23. 2000 27386 (closed) Capacity Buiding for Soaial Economic Communications usQ 400,00 51 0.00
24, 2001 26262 (closed) Social Protection Project USD 200.0 0.0p 0.00
25. 2001 26441 (closed) Adriatic Municipal Water Riollu Control Project USD 325.0 0.0p 0.00
26. 2001 29810 (closed) Social Protection Project GBP 352.8! 2.83 0.00
27. 2003 52381 (closed) Zagreb Municipal Nutrient Rédn Project USD 350.0 350.90 0.00
28. 2002 50539 (closed) Karst Ecosystem Conservatajpd® USD 5,070.0 104.48 0.00
29. 2002 50513 (closed) Social and Economic Recoveigt USsD 425.3 27.84 0.00
30. 2003 51107 (closed) Renewable Energy SourcescProje USD 350.0 15.98 0.00
31. 2003 52014 (closed) Institutional Capacity Buidior Monitoring Judicial Efficiency UsSD 350.00 47182 .00
32. 2003 52062 (closed) Strengthening Budget Managemen USD 368.0 9.4p 0.00
33. 2003 51781 (closed) Real Property RegistrationCaghstre Project EUR 5,018.1 0.51 0.00
34. 2003 52141 (closed) Energy Efficiency Project USD 7,000.0 116.46 0.00
35. 2003 52844 (closed) Regional Integrated Eco: jement of the Neretva-TrebiSnjica River Basin DUY 145.00 6.2 0.00
36. 2004 52657 (closed) Real Property RegistratiorGaghstre Project: Maritime Domain Support EUR 1,060. 0.0 0.00
37. 2004 53149 (closed) Preparation of the EducatimtoB Support Project USD| 766/15 394.55 0.00
38. 2005 53150 (closed) Preparation of the Sustaihtdaith System Project USD 425[00 146 0.00
39. 2005 53242 (closed) Co-financing of the Karst kstesn Conservation Project usQ 200.00 18.97 0.00
40. 2005 54973 (closed) Renewable Energy ResourcgPro UsD 5,500.0 1,463.46 0.00
41, 2005 55104 (closed) Real Property RegistratiorCGaghstre Project, Phase Il Support EUR 4,410.00 0.00 .00 0
42, 2005 55789 (closed) Statistical Capacity Building USD 89.75 5.6p 0.00
" 2006 54882 (closed) ;?;Zrzfal Assistance to Support the Implementatithe Coastal Cities Polution Contrpl UsD 2.461.67 0.t 0.00
44, 2006 56237 (closed) Co-financing the Social Welevelopment Project SEK 14,700,00 90.69 0.00
45, 2006 56572 (closed) Preparation of the Inland WaReoject USD 500.0 15.611 0.00
46. 2006 56514 (closed) Public Administration Refotumport SEK 8,550.0 0.00 0.00
27, 2006 56498 ;?;Zrlifal Assistance to Support the Implementatidhe Agricultural Acquis Cohesion UsD 4.750.0 0.00 10131
48. 2007 90642 (closed) Enhancing Corporate FinaRejbrting in Croatia USD 260.0 60.00 0.00
49. 2008 90845 Agricultural Pollution Control Project USD 5,000.0 0.00 7.33
50. 2008 91967 Neretva and TrebiSnjica Managemene&troj USD 2,000.0 0.00 978.88
51. 2009 92704 Coastal Cities Pollution Control Prioec UsD 6,400.0 0.00 5,773.53
52. 2012 12382 Modernization of the Treasury Systar@saatia EUR 165.1 0.0p 165.11
TOTAL (1. - 52.): UsbD 48,836.98 3,216.42 6,861.05
JPY 270,500.00 70,655.p7 0.00
GBP 352.8! 2.88 0.00
EUR 11,553.24 0.51 165.11
SEK 23,250.00 90.d9 0.00
[ TOTAL (1. - 52.) expressed in: EUR 54,139.9p
B. Grants given by the Kingdom of the Netherlands
1. 2004 5105 CF (closed) | Development of Financial ideangnt Information System (FMIS) Strategy Study EUR 0.04 0.0 0.00
2. 2004 5105 CF (closed) | Financial Management Infa tem Rationalization (FMIS) Study EUR 30.00 .00 0.00
3. 2007 5105 CF (closed) | Project of Development oHR# for Ministry of Finance Croatia EUR 44.82 0{00 0.0
NOKO7/MHRI3/ Deve?loprr_\em .of HRM and Adaptation of the Conferdrads and Rearrangement of the
4. 2008 Archive with Library EUR 523.5 0.0p 104.70
5 2008 NOKO7/HR/3/2 (closed K/I . " . .
. inistry of Finance - Business Inteligence System EUR 300.0 0.0p 5.96
TOTAL (1.-5.): EUR 928.3 0.0p 110.66
C. Grants given by the Federal Republic of Germany
Financing Consuttants' services for the refinanoigub-loans extended for the purposg of
1 2005 - extending water supply and wastewater faciltiethdnterritory of the Rebublic of Croatig EUR 802.2 0.00 491.80
_ Financial Contribution for the Promotion of EneEfficiency and Renewable Energies ir]
2. 2009 Croatia EUR 1,500.0 0.00 373.21
Financial Contribution to the Project Loan Fundiagsiity for Water Supply and Waste
3 2010 - Water Projects in the Republic of Croatia, Phase II EUR 1,000.0 0.00 763.15
Grant for financing Consultant Services for thesehiil of the project "Water Supply an
4. 2011 - wastewater disposal in the Republic of Croatia” EUR 980.0 0.0D 980.00
TOTAL (1.-4.): EUR 4,282.2! 0.00 2,608.16
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A Refurbishment of Heating and Hot water Systeth@Home for Chidren and Young

1 2010 People Tuskanac Project EUR 120.0 0.0p 0.00
TOTAL EUR 120.0 0.0p 0.00

[ TOTAL (A. +B.+ C. +D.): UsD 48,836.98 3,216.42 6,865
JPY 270,500.0 70,655.27 0.00
GBP 352.8 2.8B 0.00
EUR 16,883.8% 0.5 2,883.93
SEK 23,250.0 90.69 0.00

| TOTAL (A. + B. + C. + D.) expressed in: EUR 59,470.9

Source: Ministry of Finance
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7. RELATIONSHIPS WITH THE EUROPEAN UNION IN 2012
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7.1 FINANCIAL MANAGEMENT OF FUNDS FROM IPA PRE-ACCESSIO N
PROGRAMME

In 2012, the Ministry of Finance was efficiently naging the IPA pre-accession programme funds in
decentralized implementation system, that is, & distem withex-antecontrols by the Delegation of the
European Union through Component | — Transitionigtaace and Institution Building, Component Il —
Cross-border Cooperation, Component Il — Regi@®lelopment and Component IV — Human Resources
Development, and in the administrative system witlex-antecontrols by the Delegation of the European
Union through Component V — Rural Development (REA.

During 2012, the Ministry of Finance requested fffdm the European Commission in the amount of EUR
116.48 million, of which EUR 80.71 million were eseed. In the same period, the implementing bodies

were paid the amount of EUR 111.22 million.

Table 7.1. Allocated, contracted, requested, recedd and paid funds up to 31 December 2012

ALLOCATED |CONTRACTED | CONTRACTED | REQUESTED | RECEIVED PAID /

PROGRAVME FUNDS FUNDS /| ALLOCATED FUNDS FUNDS PAID FUNDS CONTRACTED
CARDS 2003 29.366.41p 28.537]956 26.687.313 94,9%
CARDS 2004 46.573.63 43.730J289 43.619.008 94,1%
PHARE 2005 73.141.00 64.4571531 62.81(.495 91,5%
PHARE 2006 64.148.50 56.689]700 53.99].645 94,1%
ISPA 59.000.00 50.465/833 41.727.804 87,8%
SAPARD 25.000.00 13.960§234 13.51p.864 75,4%
IPA Component | 2007 44.554.00 41.402}400 39.354.663 90,9%
IPA Component | 2008 41.374.00 37.567]769 37.458.730 70,7%
IPA Component | 2009 42.101.43 29.024)211 29.024.211 59,5%
IPA Component | 2010 38.623.458 16.756{666 16.756.666 ad 85,8%
IPA Component | 2011 33.829.128 9.739.493 9.739.493 7.062.867  100,0%
IPA 2008 Nuclear Safety 952.000 95.400 95.p00 293349 43,3%
IPA 2011 Nuclear Safety 808.75I D 0 0 0
IPA Component Il 2007 2.653.02 2.495.p84 2.457.379 2.099.773 1,298
IPA Component Il 2008 2.706.08 2.594.p32 2.570.101 2.180.971 0,8%8
IPA Component Il 2009 2.760.202 1.304.131 1.304.131 1.356.535 1,196
IPA Component Il 2010 2.200.00 420.400 420{000 144.000 29,8%
IPA Component llla - Transport 96.700.500 37.632.441 30.307.740 31.504410 48,8%
IPA Component lllb - Environmental Protection 96. 34.226.476 34.228476 20.896.150 ,7%36
IPA Component llic - Regional Competitiveness 63 32.645.954 24.100973 27.970.718 ,9%659
IPA Component IV - Human Resources Developmen e8] 36.268.107 33.124.243 34.009.971 8,8%7
IPARD 129.400.00 30.083(640 30.08B.640 2888 26,2%
TOTAL 966.518.61 674.222.8p1 570.098.]566 533.364.7759.096.30 71,1%

Source: Ministry of Finance

In 2012, the Ministry of Finance was subject to audit missions by the European Commission auditors
The purpose of these audits was to verify the campé of the established financial management syste
with accreditation criteria and of the work withetprescribed procedures, as well as the readirfetbe o
institutions to implement a completely decentralizmanagement system withoex-antecontrols by the
Delegation of the European Union.
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7.2 PREPARATORY  ACTIVITIES FOR  OBTAINING CONFERRAL  OF
MANAGEMENT IN THE SYSTEM WITHOUT EX-ANTE CONTROLS B Y
DELEGATION OF THE EUROPEAN UNION

The Republic of Croatia and the European Commisagreed, for every IPA Component, on the course of
the process and on criteria for obtaining confesfahanagement withowx-antecontrol by the Delegation

of the European Union. The criteria included adstiative strengthening of institutions (by addibn
employment and continuous education), a satisfaatgplementation of IPA Programme, timely contragti

in line with the set procurement plans and tendeuchentation prepared in a quality manner.

The criteria were fulfilled in the first half of 2@, and, in June and July, the Ministry of Finaseat a
request to EC for obtaining conferral of managemianthe system withouex-ante controls by the
Delegation of the European Union. During 2012, #ddlitional employees were hired in competent
institutions by employment and redistribution, atitky were trained on the preparation of tender
documentation for EU projects, implementation afiders, contracting and monitoring of EU projects
implementation. The appropriate quality of docuraioh was provided, and it was being submittechto t
Delegation of the European Union for previous apploThe respect of deadlines from procurementgplan
was intensely monitored, and the internal contnodl anternal audit system were continuously being
strengthened. Additional educations on irregulesitivere carried out, and the irregularity reporgggtem
was improved.

7.3 SYSTEM OF MONITORING THE IMPLEMENTATION OF IPA PRE- ACCESSION
PROGRAMME AND FUTURE EUROPEAN UNION FUNDS

During 2012, all competent institutions involved the implementation of IPA Programme used the
Management Information SystgilIS). This system enables an efficient monitoririgll projects financed
through IPA components I-IV, from contracting toypeent, as well as the monitoring of requests fod&i
addressed to the European Commission. The systaniradludes the indicators of performance of certai
projects and, to a great extent, facilitates thengew and control of all important information.

The Ministry of Finance, in cooperation with the riéitry of Regional Development and EU funds,

participated in the project of the establishmenttted Cohesion Policy Fund Management Information
System, financed from the EU funds.

103



REPUBLIC OF CROATIA
MINISTRY OF FINANCE
ANNUAL REPORT FOR 2012

7.4 PREPARATORY ACTIVITIES FOR THE USE OF FUTURE EUROPE AN UNION
FUNDS (STRUCTURAL FUNDS AND THE COHESION FUND)

Preparations for the use of EU funds included tiepgrations of Croatian institutions for obtaincanferral

of management withoutx-antecontrol by the Delegation of the European Uniomnsultations with the
European Commission on the contents of the ope@ltiprogrammes for the second half of 2013,
preparation of projects and strengthening of adstriaive capacities.

In 2012, the Ministry of Finance actively partidipd in the consultations with the European Comioissi
regarding the implementation of structural instramsédollowing the accession of the Republic of Giato

the European Union, and it worked together with Migistry of Regional Development and EU Funds on
the preparation of national rules for the impleraéinh thereof. The Ministry of Finance was respblesfor

the preparation of the rules on the verificationcobts, on the payment process that is integratetid
uniqgue payment system from the state treasury anduthorization of costs, and on irregularities and
recovery of irregularly spent funds.

7.5 ACCESSION NEGOTIATIONS AND PROJECTS FROM EU ASSISTANCE
PROGRAMMES

During 2012, intense activities were being caroetregarding the fulfilment of obligations assunaeding
the negotiation process as well as the activitigsttie continuation of the process of transposhreg EU
acquis communautairénto the national legislation. The fundamental characteristf pre-accession
activities in 2012 refers to the continuation oé tmonitoring process, production of regular mormigpr
reports and reports on the self-assessment ofrdgrgss of the Republic of Croatia. Formal framefor
these activities was set up through the Programmthe Government of the Republic of Croatia for
assuming and implementing the Eldquis communautairan 2012, accompanied with the Revised Action
Plan of the Government of the Republic of Croatidhie second half of 2012, for fulfilling the remiug
obligations from the negotiation on the accessioth@® Republic of Croatia to the European Union.

In the previous period, during the course of theeasion negotiations, the Ministry of Finance pgtited
in seventeen chapters as an implementing and/angi@menting authority, while it was an implemegtin
authority in the following chapters: 9. Financia@rces, 16. Taxation, 29. Customs Union, 32. Fiian
Control and 33. Financial and Budgetary Provisidnsaddition in 2012, the Ministry of Finance conted
with all activities on the fulfilment of the assudhebligations and measures from under its competenc

Within the frameworks of Chapter 9 - Financial $e#g, during 2012, the Act on the Amendments to the
Financial Collateral Aét, the Act on the Settlement Finality in Payment dfidancial Instruments

4 Official Gazette, number 59/2012
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Settlement Systerffs the Act Amending Audit Aéf, Act on OperEndedinvestment Fundsith a Public
Offering™® and Alternative Investment Funds Ravere adopted.

Regarding Chapter 16 - Taxation, during 2012, #wenonisation of legislation continued and the Attloe
Amendments to the Act on Value-Added Tax*AcAct on the Amendments to the Act on Corporateine
Tax!, Act on the Amendments to the Act on Excise Dafjedrdinance amending the Ordinance on the
Implementation of the Law on Excise Duties relatiogyas oil colored blue for use in agricultursh@ries
and aquaculturd Ordinance on the movement of excise goods undgpemsion of excise duty to the
implementation of electronic excise documérRegulation of the amount of excise duty on mgasoline,
gas oil and kerosene to driveand Regulation of the amount of excise duty orarties and fine-cut
smoking tobacc8 were adopted.

Regarding Chapter 29 - Customs Union, in the cardéfurther adjustment of national legislation ridig
2012, Act on Ratification of the Convention on anoon Transit Procedute Act on Ratification of the
Convention on the Simplification of Formalities Tmading Good® and Ordinance on the EORI number
were adopted.

Regarding Chapter 32 — Financial Supervision, du@12, the activities directed towards the ful&hm of

the remaining obligations and towards the stremgtite of administrative capacities continued and the
Action Plan for further development of public imat financial control system in the Republic of &ia
was adopted.

Regarding Chapter 33 — Financial and Budgetary iBians, during 2012, there was a continuation ef th
activities linked with additional strengthening t#chnical and administrative prerequisites for prop
functioning of the system of own resources fromdhg of accessing to the European Union. In thideed,
further efforts were invested in the human resaidmvelopment — education and professional trajmiity

an aim to make the system of administering ownuess more qualitative and efficient.

In October 2012, following the assessment of theofean Commission from the Comprehensive
Monitoring Report, the Government of the RepublicGroatia adopted the Revised Action Plan of the
Government of the Republic of Croatia for the faiént of the remaining obligations from the negixias

on the accession of the Republic of Croatia toEbhmpean Union. This Action Plan identified theopity
measures and set the deadlines for the fulfilmétiteoremaining obligations, which are to be methxy day

of the formal accession to the European Union.

46 Official Gazette,
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9 Official Gazette,
%0 Official Gazette,
51 Official Gazette,
52 Official Gazette,
%3 Official Gazette,
54 Official Gazette,
55 Official Gazette,
56 Official Gazette,
57 Official Gazette,
%8 Official Gazette,
59 Official Gazette,

number 59/2012
number 144/2012
number 16/2013
number 16/2013
number 22/2012
number 22/2012
number 111/2012
number 134/2012
number 138/2012
number 137/2012
number 131/2012

International Agreements, numi@012
International Agreements, numi@012

number 81/2012

105



REPUBLIC OF CROATIA
MINISTRY OF FINANCE
ANNUAL REPORT FOR 2012

According to the Action Plan, as a first priorityeasure under the competence of the Ministry ofiiaa
the necessity of intensifying the activities on fimalization of border inspection posts was paintaut,
followed by the improvement of the fiscal statistio cooperation with the State Bureau of Stasstand
combating the delays in payment in commercial &atisns through the adoption of the Act on Financia
Mediation and Pre-Bankruptcy Settlement.

After the Agreement on the Accession to the Eurnpéaiorf® was signed on December 9, 2011, Croatia
got a status of active observer, which enableg#rgcipation of Croatian representatives in thekaaf the

EU institutions and thus the acquisition of usefyperiences for taking action under the conditiohfull
membership. Therefore, representatives of the Minisf Finance were appointed as members with the
observer status in certain working groups, inclgdihe Economic and Financial Committee, Economic
Policy Committee and Financial Services Committe#h{n the EU Council configuration), and were
regularly participating at the meetings of highdeworking groups and committees.

During 2012, Minister of Finance of the RepublicGrbatia has regularly participated to the meetivfghe
Council of Ministers of the European Union for Eoamc and Financial Affairs (ECOFIN), and the sestor
and other organizational units of the Ministry ahd&nce continuously has been following the European
policies under their competences and participatetie preparatory activities for the participatiaisieads

of the Ministry of Finance at the ECOFIN meetinge Ministry of Finance, as a co-implementing agenc
participated in the preparations for the partidggabf the representatives of the Republic of Geoat the
meetings of the European Council and it regulatya weekly basis, gave inputs from under its cdeme

for the meetings of Permanent RepresentativeseoEth member states, within the formation of COREPER
Il.

There is an overview of the Legislation from theistliction of the Ministry of Finance of the Repigbbf
Croatia that harmonised Croatian legislation with Regulations in 2012.

80 Official Gazette — International Agreement, numb&012
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Table 7.2. Overview of the Legislation from the Juisdiction of the MFRC that Harmonised Croatian
Legislation with European Union Regulations in 2012

LEGISLATIVE OVERVIEW OF CROATIA'S PROGRAMME FOR TRA NSPOSITION AND IMPLEMENTATION OF ACQUIS
COMMUNAUTAIRE FOR 2012 - JURISDICTION OF MINISTRY O F FINANCE

No. Measure Status
LEGISLATIVE MEASURE
1. |Act on Amendments to the Financial Collateral Act OG 59/12
2. [Acton Amendments to the VAT Act 0G 22/12
3. |Act on Amendments to the Profit Tax Act 0G 22/12
4. |Act on Amendments to the Consumer Credit Act 0G112/12
5. |Act on Ratification of the Convention on a commeansit procedure OGIA 4/12
6. |Act on Ratification of the Convention on the sifipdition of formalities in goods trade OGIA 4/12
7. |Act on Settlement Finality in Payment and Finahlcistruments Settlement Systems 0OG59/12
8. |Act on Amendments to the Act on Excise Duties 0G 11112
9. |Act on Financial Operations and Pre-BankruptctylSeent 0G 108/12
10. [ Concessions Act 0G 143/12
11. | Act Amending the Audit Act 0G 144/12
12. | Act on Amendments to the VAT Act 0G 136/12
13. | Act on Open — Ended Investment Funds with ai®dslering 0OG 16/13
14. | Alternative Investment Funds Act OG 16/13
15. | Act on Amendments to the Act on excise duty ars cother motor vehicles, vessels and aircraft &7
16. |Act on Termination of the Excise Duty on luxury gtso 0G 143/12
SECONDARY LEGISLATION
1. |Decision on amendments of the Decision on puinightate aid rules for employment OG 31/12
2. |Ordinance on the EORI number OG 81/12
3. |The decision on publishing list of state aid sule 0G83/12
Ordinance amending the Ordinance on the Implememtaf the Law on Excise Duties relating to
4. |~ . ! i . 0G 134/12
oil colored blue for use in agriculture, fisheresd aquaculture
Ordinance on the movement of excise goods undgresision of excise duty to the implementatign
5. ) : 0G 138/12
of electronic excise document
6. |Regulation of the amount of excise duty on gasotyas oil and kerosene to drive 0G137/12
7 pecision on amendments of the Decision on publishing stateudes to short-term export creglit 0G 130/12
insurance
Decision on amendments of the Decision on publishing stiderides to promote risk capitgl
8. |. . . . . 0G117/12
investments in small and medium-sized enterprises
9. |Decision on amendments of the Decision on puinigtules on regional aid 0G117/12
10. |Regulation of the amount of excise duty on cigaetind fine-cut tobacco 0G 13112
. . . OG 75/12
11. |Regulation of the amount of excise duty on motet &nd gas oil 0G 83/12
12. | Regulation on Amendments to the Regulation enatinount of excise duty on motor fuel and gas oil 76/&2
13. | Corrigendum to the Regulation on excise dutynoior fuel and gas oil 0G92/12
1. Regulation on Amendments to the Regulation on theuat of excise duty on gasoline, gas oilapd 0G 144/12
kerosene to drive

Source: Ministry of Finance

In 2012, the Ministry of Finance also continuedus® the funds from Component | (Transition Assistan
and Institution Building) of the IPA pre-accessimmogramme by successful application and implemiemtat
of projects with the aim of strengthening the operal and administrative capacities of the Mirnyistin
addition, during 2012, the Ministry of Finance &tdrthe procedure of project programming for the ofs
funds from the Transition Facility, which, pursuaatArticle 30 of the Accession Agreement, was made
available for the Republic of Croatia in the figgar after accessing the EU, and with the purpdse o
strengthening institutional and administrative dies for the implementation of the Eldcquis
communautairén the areas that are not eligible for financirgv EU structural funds.
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In the follow-up, there is a detailed overview lo¢ fprojects of the Ministry of Finance within tlharhework
of the IPA Component | programme during 2012.

Table 7.3. Ministry of Finance EU Funded Projectsn 2012

Project title

Project purpose

Type of contract
and Budget in 000
EUR

Project status in 2012

Ministry of Finance - Headquarters

IPA 2007 TAF Strengthening the
administrative capacity of Ministry of
Finance of the Republic of Croatia
regarding the implementation of the
new concession and public-private
partnership legislation

The implementation of a coherent and transparestesy for
concessions and public-private partnership in thpuRlic of Croatig
which will be based on the new law for concessiand public-

private partnership, a new institutional framewarid EU practice.

Twinning Light
250

Final report approved

IPA 2008 Support to the management|
monitoring and evaluation of the
structural instruments in Croatia -
Component 3 - Enhancement of the
capacity for effective management of Ej

Cohesion policy funds

Increasing the capacity for overall coordinatiorstrfictural funds
and the Cohesion fund implementation in Croatiehtécally correct
and efficient management of EU funding as wellgstematical

monitoring of EU structural instruments.

Twinning
2.000

The project was
transferred to Ministry
of Regional
Development and EU
Funds

IPA 2008 Support to the management|
monitoring and evaluation of the
structural instruments in Croatia -
Component 1 - Establishment of an
integrated management information
system (MIS)

Establishing the Management Information System {NfiSine with
EU cohesion policy requirements and supportinthallactors
involved in management of structural funds and Gidrefund datal
collection and maintenance for the purposes of tadng and
management.

Service contract
948,9

The project was
transferred to Ministry
of Regional
Development and EU
Funds

IPA 2009 FPPRAC Enhancing the
functioning of Croatian AFCOS systen)
with the aim of efficient protection of EU

financial interests

To develop further Croatian AFCOS system and astherefficient
and appropriate protection of EU financial integeistthe Republic o
Croatia by widening of competences and roles o *REOS systent

bodies within the EU Structural Instruments enviremt.

f Twinning Light

Twinning Light
Contract Awarded

IPA 2008 FPP RAC Raising public

awareness on the importance of the
Public Internal Financial Control
systemin the Republic of Croatia

Strengthening the importance of financial managéntmtrol and

internal audit with the aim of standardization aaling awareness

importance of PIFC as an integral part of the muddiministration
reform.

230
I?ramework contra
P 200

Contracting and end
of project activities
implementation

IPA2010 FFRAC
Strengthening of the Financial Police
in the fight against corruption in
regular financial supervisions

Strengthen institutional capacities of the Finalfeadice concerning
the implementation of relevant methods and procesion preventin|
and combating corruption in line with the EU startt$a

Twinning Light
2222

Financial Police has
been abolished and
project funds were
reallocated to a Tax
Administration project
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Project title

Project purpose

Type of contract
and Budget in 000]
EUR

Project status in 2012

Tax Administration

IPA 2008 FPP RAC
Strengthening of the Tax
Administration in the fight against
corruption

Enhancing the transparency of the Tax Administraiiothe
detection and prosecution of corruption offences.

Twinning Light
230

End of project
activities
implementation

IPA 2008 FPP RAC Development of ]
solution for exchange of information
related to the Savings Directive

Designing and development of IT solution for eéfiti exchange of]

information related to the Savings Directive wite taim of
suppressing taxevasion.

Framework contra
200

Contracting and start
of project activities
implementation

IPA 2008 FPP RAC
Strengthening the capacity of Croatian
Tax Administration in the field of
exchange of information related to
Savings Directive

Exchange of information and development of infoimasystems
related to income from savings to combat taxfraud.

Twinning Light
230

Final report approved

IPA 2009 Enhancement of the
administrative capacity of Tax
Administration in the field of audit

Strengthening the Tax Administration in the fielcaadit and fight
against taxfraud in accordance the EU best prctic

Twinning
1.000

Contracting and start
of project activities
implementation

IPA 2010 Enhancement of the CTA
administrative and institutional
capacity in the field of application of
VAT EU common system

Strengthening the administrative and instituticcegacity of the Ta|
Administration for the purpose of successfully iempénting EU
common market VAT regulations.

Twinning
800

Contracting and start
of project activities
implementation

IPA 2010 FF RAC Strengthening the
administrative capacity of Croatian Tax
Administration on mutual cooperation

in the field of taxation

Strengthening the administrative capacity of Tax#dstration by
training the Central Liaison Office Stalff for threglementation of
administrative cooperation and mutual assistansksta

Twinning Light
244.4

Contracting and start
of project activities
implementation

IPA 2010 FFRAC
Supporting the capacity of CTA for
further development of EU information

exchange systems

Further strengthening of the EU information exchasgstem by
improving procedures, establishing a monitoring enathagement
systemand education of Tax Administration emplsyee

Twinning Light
222,2

Tender documentatic
drafting (funds
reallocated fromthe
Financial Police
project)

IPA 2011 FFRAC Strengthening the
Administrative Capacity of Croatian

TaxAdministration capacity building in the field suppressing
money laundering, financial investigations and fighainst tax

Twinning Light

Tender documentatic

Tax Administration Concerning . . 189 drafting
o o evasion after EU accession.
Investigation of Criminal Tax Acts
IPA 2013 Strengthening of the Overall cpnsolldatlon of IT systems into §|ng|e te;s'prov.lcﬁng
. L L, access in one-stop-shop manner, creation of neetifuralities,
Croatian Tax Administration’s A . ) . .
. automation and ease of access to users, whicleadlto increaseq Technical Tender documentatic
Government to Business (G2B) . . . o ) . L .
» - usage of e-services, in order to achieve highaieficy in tax payefassistance 1.550 drafting
capacities through consolidation of IT . f . .
data management, increased tax compliance, impraezbllection
systems e ) .
and more efficient fight against taxfraud.

" . ) . . . Technical

Prijelazni instrument - New Croatian | To develop and implement new CTA Information Sysspplication assistance
Tax Administration Information System| for creation of new functionalities and upgradirf@eervices for Twinning Light e’mc Programming
Applications taxpayers. procurement 3.30
Technical
P,Zijilﬂ?rfizltrlgtsig: Eﬁ:r:a;ncézzt:)i?czasx Further enforcement of EU legislation in the fieltaxation by Twinansirs1 IStLeimr(1:'(e :’:mc Programmin
further strengthening of CTA HRM and IT functions. g9 9 g
Management System procurement
1.000
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Project title

Project purpose

and Budget in 000

Type of contract
Project status in 2012
EUR

Customs Administration

End of project

activities
IPA 2007 Development of the customg Further development of the Customs Laboratory to Twinning and |mp|§m§ntat|on
- . . . L . . Supply (Twinning) and
laboratories in Croatia achieve operational capacity in line with EU reqmients. . .
2.900 implementation of
project activities
(Supply)
PA .2007 Supply of equ!prnent for thg Strengthening of customs control and supervisioihéncustoms Supply Implementation of
Croatian Customs Administration Anti- . . . L
territory of Croatia. 5.600 project activities

smuggling Mohile Units

IPA 2008 FPP RAC
Strengthening anti-corruption
activities of the Customs
Administration

Assistance to the Customs Administration in thelementation of
anti-corruption programs through adjustments ofabeuption

prevention and enforcement of EU standards, ugiegriost effectivp

methods of combating corruption.

Twinning Light

230 Final report approved

IPA 2009 FPP RAC
Harmonisation of the Customs
Administration risk management
system with the EU standards and bes
practice

Assitance to the Customs Administration in settipga full-scale ris
management system that will ensure improved compdiawith laws
and regulations, better human resource allocaitiqprpved revenug
collection and improved collaboration between tradend customs}
through the application of the most effective meth@and solutiond

proven as best EU practice for risk managemenagtams.

End of project
activities
implementation and
final report approval

Twinning Light
250

IPA 2010 Integrated border
management

Further development of operational border managéemet control
effectiveness at the border crossing points thatldvensure the
public security.

Tendering procedure
ended (Twinning) and
procurement notice
published (Supply)

Twinning and

Supply
7.645

IPA 2010 FFRAC Introducing Quality
Assurance in CAP and Excise Goods
Controls of the Croatian Customs

Laboratory

Supporting the compliance of the customs laboratorytrol with the
best EU practice.

Tender documentation
drafting

Twinning Light
250

IPA 2011 Harmonization of the
Croatian Customs Administration with
the Standards, Organization and
Operational Methodology of EU Post-
clearance Control and Audit

To set up an effective system of post-clearancéroband audit an
audit service that allows the Customs Administratio improve
implementation of its tasks (customs clearancecdrol of goods
revenue collection) and to facilitate balancingnafeasingly free
trade with an efficient customs control systenirie With all relevan
EU regulations.

Twinning Light |Tender documentation

IPA2012
Supply of IT equipment for Croatian
Customs Administration

Efficient and effective implementation of custorystems required tp

connect with the EU IT systems aiming to enableetkehange of

information between European Commission and EU Mer8itates

with special focus on implementing and managinghalelements o
safety and security of ICT.

189 drafting
Supply Tender documentation
2.000 drafting

Source: Ministry of Finance

In 2012, total of nine projects from Component | IBA 2007, IPA 2008, IPA 2009 and IPA 2010
programmes were being carried out, with the tatle of EUR 11.4 million.

During 2012, implementation of contracted actigti®r four projects of the Ministry of Finance was

successfully completed, with the total value of ELIR million. These four projects are the followiniges:
* IPA 2007 Customs laboratory Development in the Répwf Croatia —Twinning(total value EUR

500 thousand):

0 The purpose of the project is to align the openaticcapacity in the area of regulations,

management and methodology of the Customs labgratith the EU requirements, through
the activities of introducing the quality managemsgstem, education for employees,

development of laboratory methods, production dfiglines for operations, development of

the plan for cooperation with customs laboratooeEU member states.
* IPA 2008 FPPRAC Promoting the importance of PIFGb(jc internal financial control system) as
an integral part of the reforms in the public secfathe Republic of Croatia:
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0 Along with the purpose of raising awareness onrtigrtance of internal financial controls
in everyday business operations of public servitesfollowing activities were carried out:
analysis of the existing regulations on internalitand financial management and control,
production of the strategy of PIFC promotion, praithn of promotional materials, updating
the website of the Central Harmonization Unit of tHinistry of Finance, organizing the
conference on PIFC.

* IPA 2008 FPPRAC Strengthening of Tax Administratiohe fight against corruption:

o0 Purpose of the project is strengthening the tramespy and efficiency related to the
detection and investigation of corruptive acts ax Rdministration. Implemented activities
are the following: analysis of the existing syst@mgduction of anti-corruption strategy and
action plan, production of guidelines for actingoaghe citizens’ complaints, education of
employees.

* IPA 2009 FPPRAC Harmonisation of the Customs Adstiation risk management system with the
EU standards and best practice:

0 Purpose of the projects is the establishment ofodem risk management system in line
with the requests from Chapter 29 (Customs Unipaits of Chapter 16 (Taxation), and 24
(Justice, Freedom and Security) and Chapter 3&(€ial and Budgetary Provisions) from
accession negotiations. Some of the implementeditsed are: analysis of the existing
system, production of the implementation plan ébmas, production of guidelines for risk
management, trainings for risk management.

During 2012 five projects of the total value of E2RI million were contracted within IPA Component |
with Ministry of Finance as the beneficiary:

* IPA 2008 FPPRAC Promoting the importance of PIF@blic internal financial control system) as
an integral part of the reforms in the public seatbthe Republic of Croatia (contracted activities
for this project were completed during the same)yea

* |PA 2008 FPPRAC Development of IT solutions for lexiege of information related to the Savings
Directive,

* IPA 2009 Enhancement of the administrative capaxifyax Administration in the field of audit,

» IPA 2010 Enhancement of tl@&roatian Tax Administration administrative and itgitonal capacity
in the field of application of VAT EU common system

* |IPA 2010 FFRAC Flexible Facility for Reinforcement of Administragi Capacitie Strengthening
the administrative capacity of the Tax Adminiswaton mutual cooperation in the field of taxation.

For the purpose of further strengthening of operati and administrative capacities, during 2012 the
activities continued regarding programming, tendEcumentation preparation and tender procedure
implementation for project proposals within the IPPogramme Component I, as follows:

* Programming and final preparation of tender docuat@n based on comments made by the
Central Finance and Contracting Agency (CFCA) amdEU Delegation for the following projects
of the total value of EUR 4.4 million:

o IPA 2010 FFRAC Supporting the capacity of the TaximAnistration for further
development of EU information exchange systems,

0 IPA 2010 FFRAC Introducing quality assurance im@won Agricultural Policy (CAP) and
excise goods controls of the Croatian Customs Latboy,

o0 IPA 2011 FFRAC Strengthening the administrative acéty of the Tax Administration
concerning investigation of criminal tax acts,

o IPA 2011 FFRAC Harmonization of the Croatian Customdministration with the
standards, organization and operational methodad@lJ post-clearance control and audit,
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o IPA 2012 Supply of IT equipment for the Customs Awistration — technical specifications
and market analysis,

o IPA 2013 Strengthening of the Tax Administratior@overnment to Business (G2B)
capacities through consolidation of IT systems.

* Preparation and start of tender procedure (pulicatf tender):

o IPA 2010 Supply of equipment for the Integrated d&wr Management (Lot 1 —Customs
control equipment, total value of EUR 1.7 million);

» Completion of tender procedure (the most favouraideler has been selected, but the contract has
not been signed yet):

o IPA 2009 FPPRAC Enhancing the functioning of Cra@atAFCOS system with the aim of
efficient protection of EU financial interests @gonsequence of the postponements related
to the revision of the internal organization of thknistry of Finance as well as to the
amendments to the internal organization of othatidso within the AFCOS system this
project was transferred from IPA | 2008 Programme tb impossibility to conclude the
contract within the deadline foreseen for projemitcacting under this programme),

* IPA 2010 Integrated Border Management - Twinninitife total value of EUR 500 thousand).

Within the process of programming for the Transitieacility, the Ministry of Finance made an analysi
financing needs and priorities with the aim to Hert strengthen the institutional capacities of Trax
Administration, from which two projects were iddigid based on the comments of the European
Commission: New applications of IT system of thex Pedministration and Integrated human resources
management system of the Tax Administration, &l taint value of EUR 4.3 million.

During 2012, the Ministry of Finance, together witither state administration bodies, started the
programming process for the use of structural imsémts of the European Union within the framewdik o
the financial perspective 2014-2020. The MinistfyRinance produced the socio-economic and SWOT
analysis for the area of national strategic plagrégstem, state budget planning and managememnsyst
within the framework of the thematic goal Strengtihg the institutional capacity and efficient publi
administration, the leading institution of whichtiie Ministry of State Administration.

The Republic of Croatia also participates in thedgean Union Programmes the aim of which is to jptem
the cooperation between the Member States in diffeareas of EU policies. Based on the special itettme
General Budget of the European Union, the UniongRimmes were intended only for Member States.
Considering the fact that the Republic of Croa@atipipates in these Programmes as a candidatergoun
and does not contribute to the European Union Rugek it is obliged to pay a participation fee.eTh
Ministry of Finance is competent for Customs 2Gk®1 Fiscalis 201%rogrammes. The Customs 2013
programme includes the coordination of operatiosustoms services in Member States, while the kssca
2013programme is intended for the improvement of tixesggstem on the internal market by stimulating the
cooperation in the field of taxation policy.
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INTERNAL ORGANIZATION OF THE MINISTRY OF FINANCE IN 2012

Internal organization of the Ministry of Financerégulated by the Regulation on the Internal Orzgtion
of the Ministry of Financ®.

The Regulation on the Internal Organization of Miaistry of Finance establishes the new organizatb
the Ministry of Finance due to the harmonisatiothwhe provisions of the Act on the State Admimigtn
Systeni? and of the Regulation on the principles for ing¢mrganization of state administration boffiesd
due to rationalization and better arrangement efprformance of tasks and execution of obligatioms
within the scope of the Ministry.

The Regulation on the Internal Organization of Mmistry of Finance amends the organization of the
central part of the Ministry, and the internal origation of administrative units, founded pursuanspecial
acts, is adjusted accordingly.

In relation to the former organization, the dirgates of the central part of the Ministry of Finansere
reorganized into sectors, that is, to lower-leveyanizational units, and the names and the internal
organization of organizational units were harmathiséth the Regulation on the principles for intdrna
organization of state administration bodies. Siaceording to the Regulation on the principles faeinal
organization of state administration bodies it & possible to establish departments nor is it iptesso
increase the general number of necessary civilas¢svby changing the internal organization, theegan
number of necessary civil servants and other ensgi®yin the Ministry of Finance was reduced by the
Regulation on Internal Organization of the MinistfyFinancé&* from 10,032 to 9,889.

For the performance of tasks from within the scabethe Ministry, the Regulation on the Internal
Organization of the Ministry of Finante(hereinafter referred to as: the Regulation), ®istaes the
following organizational units in the Ministry ofriance:

1. Office of the Minister;

2. General Secretariat;
Directorate for Macroeconomic Analysis, Economynédficial System, European Union and
International Financial Relations;
State Treasury;
Directorate for Financial Management, Internal Awadlid Supervision;
Independent Sector for Second-Instance Adminisgdirocedure;
Independent Service for Combating Irregularitied Braud.

w

No ok

Administrative units within the Ministry, founded Ispecial acts, are:
1. Tax Administration;
2. Customs Administration.

In line with the applied organization and task digsion, the status of the following organizationaiits was
amended, starting from the directorate level:

51 Official Gazette, number 32/2012, 67/2012 and 2Q22
52 Official Gazette, number 150/2011

83 Official Gazette, number 154/2011 and 17/2012

64 Official Gazette, number 32/2012

% Official Gazette, number 32/2012, 67/2012, 124201
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Financial System Directorate, Economy Director&tiegctorate for European Integration and Internetlo
Financial Relations were reorganized in the SdctoFinancial System, Sector for Economy, and Sefctio
European Union and International Financial Relaiwiithin the Directorate for Macroeconomic Analysis
Economy, Financial System, European Union and atéynal Financial Relations.

Bureau for Macroeconomic Analysis and Planning veasganized in the organizational unit of the levkl
the sector within the Directorate for Macroeconosnalysis, Economy, Financial System, European bnio
and International Financial Relations.

Directorate for Harmonization of Internal Audit aRéhancial Control was reorganized in the Sectaor fo
Harmonization of Internal Audit and Financial Cattwithin the Directorate for Financial Management,
Internal Audit and Supervision.

Within the State Treasury, the Directorate for Betdgreparation and Financing of Local and Regi&ei-
Government Units, Directorate for State Budget EXea and Directorate for Public Debt Management
were reorganized in the Sector for Budget Premaratind Financing of Local and Regional Self-
Government Units, Sector for State Budget Executiod Sector for Public Debt Management. For the
performance of the tasks from within the scopeoofrier Sector for Development and Support to théeSta
Treasury System and Sector for Normative-Legal irdfathe new Sector for the Support to the State
Treasury was established. Sector for the TaskdefNational Fund, within the State Treasury, reeadin
established at the level of the sector.

Independent Service for Construction and MainteeasfcBorder Crossings and Independent Service for
Internal Audit were reorganized into the Service@onstruction and Maintenance of Border Crossarys

the Internal Audit Service, respectively, withiretBirectorate for Financial Management, Internatlidand
Supervision.

For the performance of the budget supervisionSewice for Budget Supervision from the State Tugass
reorganized into the Sector for Budget Supervisiod Supervision of Concessions within the Diredtora
for Financial Management, Internal Audit and Sustown, and its scope is extended.

The tasks from within the scope of the Independegartment for Public Relations are transferred the
Communications Service within the General Secratamnd into the Office of the Minister.

Independent Department for Combating Irregulariéied Fraud is reorganized into the Independenti&erv
for Combating Irregularities and Fraud.

Independent Service for Second-Instance Adminiggd&rocedure is reorganized in the IndependenibSec
for Second-Instance Administrative Procedure.

Pursuant to the Act on the Termination of the Mglidf the Financial Police A& the Financial Police
ceased to operate, and the tasks the FinanciaePwdid been carrying out by the day of entry iotod of
this Act as an administrative unit within the Mimjsof Finance, were continued to be performed gy t
Ministry of Finance.

56 Official Gazette, number 25/2012
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Organization of administrative units and other aigational units founded by special acts was harsaoh
with the provisions of the Regulation on the pnies for internal organization of state adminigbrat
bodies, and by internal organizational needs dagiffom special acts pursuant to which they hadcbee
founded.

According to that, in certain organizational unitsyer-level organizational units were organized.

For the performance of the tasks from within thepscof the Directorate for Macroeconomic Analysis,
Economy, Financial System and European Union,dhewing units are established:

- Bureau for Macroeconomic Analysis and Planning

- Sector for Economy

- Sector for Financial System

- Sector for European Union and International FaiarRelations.

In the Directorate for Financial Management, InérAudit and Supervision, the following units are
established:

* Financial Inspectorate

» Anti-Money Laundering Office

» Sector for Harmonization of Internal Audit and Fic&l Control

» Sector for Budget Supervision and Supervision afcggsions

» Service for Construction and Maintenance of Bordierssings

» Service for Internal Supervision.

In the State Treasury, the following units are lesthed:
» Sector for Budget Preparation and Financing of Land Regional Self-Government Units
» Sector for Budget Execution
» Sector for Public Debt Management
» Sector for the Support to the State Treasury
» Sector for the Tasks of the National Fund.

In the General Secretariat, the following unitsestablished:
» Sector for Human Resources and Legal Affairs
» Service for Financial-Planning and Accounting Tasks
» Service for General Affairs
* Communications Service
* Information System Sector.

For the performance of tasks from within the scopthe Tax Administration and Customs Administratio
as administrative units founded by special actsctmtral office and regional offices were estalgiisin the
Tax Administration and customs-houses in the Custdaministration.

Within the framework of the Tax Administration, theéentral Office and 21 regional offices were
established.

In the Central Office the following units are edigtied: Sector for Tax System; Sector for Applieabl
Solutions, Tax Records, Statistics and Registi$es;tor for IT system; Sector for Supervision; Seébo
Seizure Procedure; Sector for Games of Chance awallLTaxes; Sector for Planning, Management
Development and Professional Training of Human Ress; Sector for General, Legal, Accounting Tasks;
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Sector for Financial Management and Control; SefdoiEuropean Affairs and International Exchange of
Information; Sector for Strategy and DevelopmeettSr for Taxpayer Servicing.

Regional offices were classified into three catexgprRegional offices of the first category are 12ag
Regional Office and Office for Large Taxpayers. iRagl offices of the second category are Split Begi
Office; Rijeka Regional Office; Osijek Regional @# and Pazin Regional office. Regional officestw
third category are Krapina Regional Office, SisaégiRnal Office; Karlovac Regional Office; VaraZdin
Regional Office; Koprivnica Regional Office; BjelavRegional Office; GospiRegional Office; Virovitica
Regional Office; Pozega Regional Office; SlavorBkid Regional Office; Zadar Regional Office; Sideni
Regional Office; Vukovar Regional Office; DubrovriRegional Office and'akovec Regional Office.

According to the Regulation on the principles foe tinternal organization of state administratiorlibs,

there are lower-level organizational units estaigigsin the Tax Administration - in the Central offs these
are sectors and services, and in regional offitese are sectors, local offices (124 offices)yises and
departments.

Within the Customs Administration, there are thei@d Office and customs houses being established.

In the Central Office the following units are edisiiied: Sector for Joint Affairs of the Central O —
Director’s Office; Sector for European Affairs aimernational Cooperation; Sector for Internal Sujston
and Control; Sector for Human Resources Managemaygal and Organizational Affairs; Sector for
Finance; Sector for Customs System and Proced8sssor for Excise Duties and Special Taxes; Sdotor
Customs Tariff and Sector for IT System.

There are 7 customs houses established in the Bsigkdministration and these are the following: Zdgr
Customs House; Rijeka Customs House; Osijek Custdmsse, Split Customs House, &oCustoms
House, Zadar Customs House and Varazdin Customse-ou

According to the Regulation on the principles faoteinal organization of state administration bodikere
are lower-level organizational units being estdiglsin the Customs Administration — in the Cen®@#ilce,
these are sectors, services and departments, ahd oustoms houses, these are services and dep&im
and customs stations and customs sections.

In Regulation on the Amendments to the Regulationtlte Internal organization of the Ministry of
Financé&’, for the performance of tasks from within the seopthe Ministry of Finance, the general number
of necessary civil servants and other employeesredisced from 9,889 to the total 9,629, of whicl® 71
employees performing the tasks from within the scopthe Ministry of Finance (Central Office), 380af
employees performing the tasks from within the scopthe Customs Administration and 4,982 employees
performing the tasks from within the scope of tlax ARdministration.

57 Official Gazette, number 124/2012
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— ORGANIGRAM OF THE MINIST RY OF

MINISTER OF FINANCE

DEPUTY MINISTER OF FINANCE

CABINET OF THE MINISTER

DIRECTORATE FOR MACROECONOMIC
ANALYSIS, ECONOMY, FINANCIAL SYSTEM, EU
AND INTERNATIONAL FINANCIAL RELATIONS

GENERAL SECRETARIAT

DIRECTORATE FOR FINANCIAL MANAGEMENT,
INTERNAL AUDIT AND SUPERVISION

STATE TREASURY

INDEPENDENT SECTOR FOR SECOND-
INSTANCE ADMINISTRATIVE PROCEDURE

INDEPENDENT SERVICE FOR COMBATING
IRREGULARITIES AND FRAUD

CUSTOMS ADMINISTRATION

TAX ADMINISTRATION

% Regulation on the Internal Organization of the Miinj of Finance (OG 32/12, 67/12 and 124/12)
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2008 2009 2010 2011 2012

GDP, current prices (HRK million) 343,412 328,672 323,8p7 330,171 330,232
GDP, real growth (%) 21 -6.9 -2. 0.p -2.0
GDP, current prices (EUR million) 47,543 44,781 44,441 44,412 43,929
GDP per capita (EUR) 10,721 10,118 10,060 10,375 10,294
Consumer price index average (%) 6.1 24 1. 2B 34
Industrial producer price index, average, (%) 8.3 -04 4. 6.B 7.0
Number of registered unemployed persons, average 236,741 263,114 302,4p5 305,333 324,323
Registered unemployment rate, average (%) 13.7 14. 174 17{8 189
Labour force survey unemployment rate, average (%) 8.4 9.] 11. 13p 15.8
Average monthly gross wage, HRK 7,544 7,711 7,619 7,796 7,875
Average monthly net wage, HRK 5,174 5,311 5,343 5,441 5,478
Industrial production volume index (working-day aslied indices), growth rate (%) - -L.5 1.2 -5.5
Retail trade turnover (working-day adjusted ind)cesal growth rate (%) -0 -11.3 -2.6 .0 -4.3
Number of tourist nights, growth rate (%) 20 -1.4 2. 7.0 4.0
Construction work index (working-day adjusted irati§, growth rate (%) 11, -6.8 -15.8 B.7 -9.7
Exchange rate HRK/EUR, average 7.22 7.3 7.2p 743 7.52
Exchange rate HRK/USD, average 4.93 5.2 5.5D 5.34 5.85
Foreign trade balance (HRK million) -81,149 -56,47p -45,405 -49,802 -49,519

BExports (HRK million) 69,204 55,27p 64,892 71,234 72,381

Imports (HRK million) 150,354 111,791 110,2p7 121,036 121,899
Current account balance (EUR million) -4,254 -2,288 -462 -347 -26
Current account balance (% of GDP) -8.9 -5.] -1 -0.p -0.1
External debt, end of period (EUR million) 40,59( 45,244 46,502 45,976 44,836
External debt, end of period (% of GDP) 854 101. 104 1033 102.1
International reserves of CNB, end of period (EUlkom) 9,121 10,37p 10,640 11,195 11,236
Interest rate on treasury bills of 91 days matugtyd of period (%) 6.4 40 2130 455 125
ZIBOR (3 m), average (%) 7.20 8.96 2.4B 3.15 3.43

Source: Central Bureau of Statistics, Croatian dyeti Bank, Ministry of Finance
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Appendix 2. Budgetary Central Government Revenue ithe 2008-2012 Period

Index Index

(HRK 000) 2008 2009 2010 2011 2011/2010 2012 2012/2011
1 REVENUE 115.772.65% 110.257.947 107.466.351 107.069.670 9p6 556928 102,3
11 Taxes 69.572.69 63.678.926 62.856.482 61.422]186 91,7 648683. 1053
111 Taxes on income, profits, and capital gains 1%2.204 10.839.269 7.608.630 8.595.516 1130 8.9664.867 ,3104
1111 Payable by individuals 1.687.50% 1.399.411 1.201.946 1.307}486 104,8 1.269525 71 9
1112 Payable by corporations and other enterprises 0.564.70 9.439.8%8 6.407.(84 7.288/030 113,7 7.697.342 05,61
113 Taxes on property 635.93( 532.29f7 443.913 448.489 101)0 397|736 88,7
1134 Taxes on financial and capital transactions 9385 532.297 443.983 448.489 101,0 397|736 88,7
114 Taxes on goods and senices 54.482.17 49.238.217 50.980.460 50.244]065 98,6 53205. 1059
"141 General taxes on goods and services 41.474.566 7.173383: 37.812.4%5 37.847.826 100|1 40.778.865 107,7
11411 Value-added taxes 41.308.03p 37.050.3p4 37.688.520 37.714.154 10p,1 40852 1078
11412 Sales taxes 166.53 123.479 123.9p5 129.672 1047 124.841 97,8
1142 Excises 11.875.126 10.998.910 11.972.826 11.215.054 9B,7 12296. 99,9
144 Taxes on specific services 27.00( 14.96¢ 8 30.995 2956 301444 98,2
" Taxes on use of goods and on permission to usesgooperforn
1145 activities 561.61. 517.870 635.373 961 674.389 106,3
11452 Other 517.870 635.373 961 674.389 106,3
1146 Other taxes on goods and services 532.700 514.817 98)2 513.833 99,8
115 Taxes on international trade and transactions 1.721.164 1.766.856 1074 1.754.364 3 99,
1151 Customs and other import duties 1.721.164 1.766|356 107,4 1.794.364 93 9
"16 Other taxes 1.347.920 367.761 16(9 3691912 100,6
12 Social contributions 39.994.739 38.605)067 99,7 37884p. 98,0
121 Social security contributions 39.994.739 38.605/067 99,7 3788’3%. 98,0
1211 Employee contributions 17.925.299 17.302.315 10p,1 13383 101,1
212 Employer contributions 21.373.9Y9 20.684.181 99,5 18091. 95,6
1213 Self-employed or nonemployed contributions 695.46p 616.970 96,p 5801727 94,2
13 Grants 468.634 616.307 868.988 136/ 968[378 1114
131 From foreign governments 8.583 5.45 39.180 295, 20.024 51,2
1311 Current 6.454 3.99p 3.7p6 29, 6.883 1833
1312 Capital 2.139 1.45¢ 35.35 E 13.341 37,1
132 From international organizations 453.912 604.12p 827.432 1345 947|857 1146
1321 Current 283.67. 446.523 503.585 1315 481.160 95,5
1322 Capital 170.24( 157.599 323.847 139|4 464.698 1441
133 From other general government units 6.139 6.73 2.426 27,1 497 20,5
1331 Current 4.234 4.80f 0 - 0 -
1332 Capital 1.904 1.935 2426 91,4 497 20,5
14 Other revenue 5.027.83 5.967.9715 6.173.430 1174 6.05¢.782 8,0 9
141 Property income 1.612.22 2.367.214 1.869.510 144,0 1.963.801 05,01
1411 Interest 147.91 123.488 115.034 9210 59214 515
1412 Dividends 212.38 106.625 286.579 257[5 681.776 2379
1413 Withdrawals fromincome of quasi-corporations 04.674 1.342.502 637.969 200|0 0 -
1415 Rent 747.85| 794.600 829.928 1117 1.222.812 147,3
142 Sales of goods and senices 1.450.68 1.682.037 1.381.f24 744 1.662.470 0,312
1422 Administrative fees 1.274.88% 981.712 1.152971 94,8 990.828 85,9
1423 Incidental sales by nonmarket establishments .8aq5 700.32b 228.152 34,4 671/643 293,6
143 Fines, penalties, and forfeits 490.60( 515.46[L 534.434 1018 525[955 98,4
144 Voluntary transfers other than grants 9.384 15.86% 29.068 182,4 46.841 159,4
1441 Current 3.951 11.55L 25.337 200, 434494 1717
1442 Capital 5.421 4314 3.780 1134 2.846 76,3
145 Miscellaneous and unidentified revenue 1.464.942 1.387.39 2.358.6P4 150, 1.852214 78,5

Source: Ministry of Finance
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Appendix 3. Budgetary Central Government Expense itthe 2008-2012 Period

Index Index

(HRK 000) 2008 2009 2010 2011 2011/2010 2012 2012/2011
2 EXPENSE 115,292 ,42 117,923,992 120,323,332 119,939511 9p.7 729897 99.0
21 | Compensation of employees 29,948,935 31,289,825 086,464 31,737,390 102.3 31,383,210 98.9
211 Wages and salaries 25,453,43 26,555,399 26,391,104 26,934,391 10p.1 26340 99.9
212 Social contributions 4,495,09£ 4,733,926 4,705,360 4,804{959 102.1 447,172 31 9
2121 Actual social contributions 4,495,099 4,733926 708360 4,804,939 102.94 4,473,172 93.1
22 |Use of goods and services 8,113,694 7,363,814 7,655,745 7,943,604 1038 7,406,320 3.2 9
23 | Consumption of fixed capital 0 0 [0 - q -
24 |Interest 4,683,21 6,236,482 7,097,692 1138 8,33%,656 17.41
241 To nonresidents 1,542,141 1,723,431 2,491/668 144.5 3,123,476 2541
242 To residents other than general government 8141 4,512,6b1 4,605,924 102J1 5,212,180 113.2
243 To other general government units 0 0 0 - 0 -
25 |Subsidies 6,859,511 6,582,192 6,555,p77 99.6 5,764,321 .9 87
251 To public corporations 3,199,114 3,186,622 3,063(739 96.1 2,215,271 3 72
252 To private enterprises 3,660,398 3,395,969 3,491/538 102.8 3,546,050 01.61
26 |Grants 5,783,06 5,778,575 5,083,665 88.0 4,843,769 .3 95
261 To foreign governments 89,44 58,594 39,806 67. 251615 64.4
2611 Current 60,244 49,412 34,346 69.5 21)078 61.4
2612 Capital 29,20( 9,181 5,459 59. 4,537 83.1
262 To international organizations 96,503 808, 212,234 120.7 247,448 116.6
2621 Current 96,50 175,808 212,234 120{7 241,448 116.6
2622 Capital 0 ¢ - -
263 To other general government units 5,591,115 5,544,174 4,831,6p5 87.1 4,570)706 94.6
2631 Current 2,291,49 2,663,291 2,468[917 94.7 2,44p511 .8 98
2632 Capital 3,305,62 2,880,483 2,362{708 84.0 2,130,195 .2 90
27 | Social benefits 52,593,214 56,906,955 56,482/968 99.3 5@56p, 994
271 Social security benefits 37,600,72p 43,008,291 42,753,824 99.4 43987,  100.1
272 Social assistance benefits 14,744,264 3,72898 13,602,326 99.1 13,240,668 97.3
273 Employer social benefits 247,22, 169,2[7 127,817 7555 131,285 102.7
28 | Other expense 7,311,18 6,067,319 5,039,p54 831 4,824,865 .8 95
281 Property expenditures other than interest 16,015 8 1» 139 g6 -
282 Miscellaneous Other Expenditures 7,295,174 6,067,23 5,039,042 83.] 4,828,799 95.8
2821 Current 2,626,644 2,280,627 2,018{297 84.5 2,068,407 2510
2822 Capital 4,668,530 3,786,604 3,020{745 79.8 2,760,392 4 91

Source: Ministry of Finance
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Appendix 4. Transactions in Nonfinancial Assets ahe Budgetary Central Government in the 2008-

2012 Period
Index Index

(HRK 000) 2008 2009 2010 2011 2011/2010 2012 2012/2011
31 NET ACQUISITION OF NONFINANCIAL ASSETS 2,988,129 1963,401 1,232,366 1,138,9[0 92.4 829,626 72.8
311 Fixed assets 2,719,47 1,839,740 1,200,398 1,118,f10 932 774,151 69.0
3111 Acquisitions: fixed assets 2,973,83 2,097,6q1 1,466,807 1,420,148 9¢.8 1,024,403 .4 72
311,2 Disposals: fixed assets 254,354 257,88 266,419 301,438 113)1 256(251 85.0
3111 Buildings and structures 1,109,57 824,243 608,822 484,870 7916 264,596 54.8
3111,1 Acquisitions: buildings and structures 13%, 1,076,21] 872,787 783,389 89.B 514)471 65.7
3111,2 Disposals: buildings and structures 247,947 1,9 263,916 298,919 113.3 248,875 83.3
3112 Machinery and equipment 1,505,694 931,148 529,521 594,015 11212 433,550 73.0
3112,1 Acquisitions: machinery and equipment 1,280 937,05 532,032 596,534 1121 440[927 73.9
3112,2 Disposals: machinery and equipment $,404 ,949 2,502 2,519 100.7 7,376 292.8
3113 Other fixed assets 84,3 62,056 40,9425 65.p 73{005 181.0
3113,1 Acquisitions: other fixed assets 33 62,05 40,326 65.0 73,005 181.0
3113,2 Disposals: other fixed assets 0 2 d - q -
312 Inventories 35,41p 10,995 2,43 22.4 29,280 -
312.1 Acquisitions: inventories 43,144 16,910 3,287 19. 33,475 -
312.2 Disposals: inventories 7,73 5,954 744 12.8 4,195 -
313 Valuables 8,929 6,136 3,741 61.4 3,494 93.4
313,1 Acquisitions: valuables 8,929 6,136 3,741 61.0 3,494 93.4
314 Nonproduced assets 79,34p 14,817 14,046 944 24,700 175.8
3141 Acquisitions: nonproduced assets 11733 60,804 58,85p 96.8 42,610 72.4
314,2 Disposals: nonproduced assets 38,892 33|19 44,80 97.5 17,9140 40.0
3141 Land -38,17p -45,536 -42,728 -17,166 -
3141,1 Acquisitions: land 124 39 1,988 - 744 374
3141,2 Disposals: land 38,30p 45,933 44,716 97.4 17910 40.1
3142 Subsoil assets -93 q -9 - -
3142,2 Disposals: subsoil assets 93 [¢ 9 - -
3143 Other naturally occurring assets 0 [0 q - q -
3144 Intangible nonproduced assets 117,608 41350, 56,864 94.1 41,866 73.6
3144,1 Acquisitions: intangible nonproduced assets 117,608 60,413 56,964 94.1 41[866 73.6
3144,2 Disposals: intangible nonproduced assets 0 0 0 - 0 -

Source: Ministry of Finance
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Appendix 5. Transactions in Financial Assets of thBudgetary Central Government in the 2008-2012

Period

(HRK 000) 2008 2009 2010 2011 2012
32 NET ACQUISITION OF FINANCIAL ASSETS 1,702,947 6,825544 2,022,68p -618,448 -461,514
321 Domestic 1,690,501 6,823,196 2,022,2p4 -623,188 -468,017
3212 Currency and deposits 1,440/588 4,127,800 569,5022,198,87 -1,208,562
3213 Securities other than shares 0 0] Qg (0 0
3214 Loans 384,361 2,316,797 657,003 1,024,121 92,382
3214,1 Acquisitions: Loans 852,673 2,458,939 1,366,444 1,841/105 857,099
3214,2 Disposals: Loans 468,314 142,191 709,3p1 816,684 764,717
3215 Shares and other equity -134{447 378,639 795,699 50,668 648,163
3215,1 Acquisittions: Shares and other equity 552,156 387,011 803,044 550,6p0 650,353
3215,2 Disposals: Shares and other equity 686,603 88,37 7,345 ( 2,190
3216 Insurance technical reserves 0 0] 0 a 0
3217 Financial derivatives 0 0 Qg q 0
3218 Other accounts receivable 0 0 Qg q 0
322 Foreign 12,445 2,348 38B 5,341 6,503
3222 Currency and deposits 0 0 (0 g 0
3223 Securities other than shares 0 0 Qg q 0
3224 Loans 0 1,447 388 D 0
3224,1 Acquisitions: Loans 0 1,447 2,36p 1,793 1,826
3224,2 Disposals: Loans 0 0 1,971 1,798 1,826
3225 Shares and other equity 12j445 901 ,341 6,503
3225,1 Acquisitions: Shares and other equity 13,445 1| 90 0 5,341 6,503
3225,2 Disposals: Shares and other equity 0 0 0 0
3226 Insurance technical reserves 0 0 Q q 0
3227 Financial derivatives 0 0] Qg a 0
3228 Other accounts receivable 0 0] Qg a 0
323 Monetary gold and SDRs 0 0 0] 0 0
Source: Ministry of Finance
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Appendix 6. Transactions in Liabilities of the Budgtary Central Government in the 2008-2012 Period

(HRK000) 2008 2009 2010 2011 2012
33 NET INCURRENCE OF LIABILITIES 4,210,848 | 16,454,990 5,112,029 13,390,343 9,539,175
331 Total repayments 6,922,174 9,700,319 17,999,196 11,320,894 11,059,657
33.2 Total incurrence 11,133,022 26,155,309 34,111,425 24,711{257 20,598,833
331 Domestic 5,656,634 9,576,610 11,835,071 4,793,136 1,413,994
331.1 Repayments 3,871,657 2,704,243 12,815,011 3,124,139 9,759,469
331.2 Incurrence 9,528,293 12,280,893 24,650,082 7917pR75 11,173,464
3312 Currency and deposits 0 0 0 0 0
3313 Securities other than shares 1,089,917 4,895,44(2,222,784 3,023,885 6,035,183
3313,1 Repayments: Securities other than shares 2,897,430 273,892 3,289,466 2,689441 3,902,510
3313,2 Incurrences: Securities other than shares 3,987,347 5,129,332 15,512,050 5,713|276 9,937,693
3314 Loans 4,566,719 4,721,110 -387,7113 1,769,302 -4,621,189
3314,1 Repayments: Loans 974,221 2,430,391 9,525,145 434,698 5,856,959
3314,2 Incurrences: Loans 5,540,94 7,151,562 9,138,032 2,203]999 1,235,770
3316 Insurance technical reserves 0 0 0 0 0
3317 Financial derivatives 0 0 0 qg 0
3318 Other accounts payable 0 0 0 0 0
332 Foreign -1,445,784 6,878,390 4,276,958 8,597,p27 8,125,181
332.1 Repayments 3,050,517 6,996,036 5,184,185 8,196,f55 1,300,188
332.2 Incurrence 1,604,729 13,874,416 9,461,143 16,793,982 9,425,369
3322 Currency and deposits 0 0 a q 0
3323 Securities other than shares -1,112,673 7,8)1,07 3,517,538 7,786,583 8,548,785
3323,1 Repayments: Securities other than shares 1,112,67 5,054,565 3,655,005 5,541{105 0
3323,2 Incurrences: Securities other than shares 0 12,855,638 7,172,588 13,327,688 8,548,785
3324 Loans -333,114 -922,693 759,4p5 810,644 -423,604
3324,1 Repayments: Loans 1,937,84% 1,941,471 1,529,180 2,655)650 1,300,188
3324,2 Incurrences: Loans 1,604,729 1,018,778 2,288,606 3,466)295 876,584
3326 Insurance technical reserves 0 0 0 0 0
3327 Financial derivatives 0 0 Q qg 0
3328 Other accounts payable 0 0 0 q 0
Source: Ministry of Finance
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Index Index

(HRK 000) 2008 2009 2010 2011 2011/2010 2012 2012/2011
1 REVENUE 6,253,094 5,504,443 5,385,019 5,054,p64 939 5,004,055 .0 99
11 Taxes 0 0 0 [0 - q -
12 Social contributions 0 0 0 [0 - q -
13 Grants 2,057,881 1,711,046 2,037,969 1,751,y16 86.0 1,693,170 .8 96
131 From foreign governments 19,044 - D -
132 Frominternational organizations 0 397 1772 @,74 154.6 1,55¢ 56.8
133 From other general government units 2,038,843 71689 2,036,197 1,748,976 85. 1,693}613 96.8
1331 Current 34,84 15,364 4,331 1,188 26. 8,102 -
1332 Capital 2,003,99! 1,692,325 2,031,406 1,747)838 84.0 1,685,211 4 96
14 Other revenue 4,195,20 3,793,397 3,347,0 98.7 3,308,885 0.210
2 EXPENSE 5,382,65 4,305,443 4,280,4 98.3 3,879,986 .2 92
21 Compensation of employees 281,788 285,396 275 96.9 280,398 105.1
211 Wages and salaries 242,569 245,800 237,1p 967 244,015 106.4
212 Social contributions 39,214 39,796 37,9 98.4 36378 97.3
22 Use of goods and senvices 3,354,71 2,480,509 2,650,8 913 2,361,121 .6 97
24 Interest 217,619 284,64pD 315,2 11011 378]323 109.0
241 To nonresidents 37,064 57,65P 32,11 156.p 471690 94.5
242 To residents other than general government 150,55 226,981 283,13 104.Y 330}633 1115
25 Subsidies 39,314 89,678 44,97 15. 983 13.7
251 To public corporations 0] 26,77 4,64 - 145 -
252 To private enterprises 39,31 62,908 40,2 17. 38 11.7
26 Grants 273,627 233,93B 178,6 708 141|598 111.9
263 To other general government units 273622 238,938 78,611 70.8 141,998 111.9
2631 Current 4,234 4,800 6,10 - 787 -
2632 Capital 269,384 229,138 172,5) 7313 140,811 111.3
27 Social benefits 704 219 11 - D -
271 Social security benefits 704 214 11 - D -
28 Other expense 1,214,88 930,889 8154 127|3 717,568 69.1
31 NET ACQUISITION OF NONFINANCIAL ASSETS 1,240,070 1637,734 1,446,95 1544 2,303439 103.1
311 |Acquisition of nonfinancial assets 1,421}680 9,465 1,455,1] 155. 2,334J270 103.0
31.2 | Disposalof nonfinancial assets 181610 21,705 59 - 30,831 95.1
32 NET ACQUISITION OF FINANCIAL ASSETS 1,073,617 538,24 873,48 479,212
321 Domestic 1,073,611 538,334 8734 4794212
322 Foreign 0] 0 q ¢
33 NET INCURRENCE OF LIABILITIES 1,443,242 977,042 1,256,913 1,658,582
331 Domestic 1,139,111 553,639 1,136,9 1,721,739
332 Foreign 304,13 423,413 78,9p -69,]157

Source: Ministry of Finance
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Index Index

(HRK 000) 2008 2009 2010 2011 2011/2010 2012 2012/2011
1 REVENUE 2,618,971 2,253,916 1,998,161 1,919,586 96(.1 1,860,067 .9 96
11 Taxes 0 0 0] q - q -
12 Social contributions 0 0 0] q - q -
13 Grants 588,929 342,007 334,3%4 339,390 10156 288|672 85.1
131 Fromforeign governments 19,044 - D -
132 Frominternational organizations 0 397 1772 @, 74 1546 1,55¢ 56.8
133 From other general government units 569,884 338,61 332,58 336,640 101.2 287,115 85.3
1331 Current 34,844 15,361 4,381 700 16.4 3,130 -
1332 Capital 535,036 323,246 328,2p1 335,950 102(4 283,985 845
14 Other revenue 2,030,04 1,911,949 1,663,807 1,580,196 95.0 1571395 4 99
2 EXPENSE 2,339,024 1,748,448 1,779,441 1,459,634 820 1,453,994 8 99
21 Compensation of employees 135,2p2 129,458 125/800 3294 94.1 117,691 99.5
211 Wages and salaries 116,482 111,542 108,9p7 101,470 935 102,460 100.6
212 Social contributions 18,744 17,916 16,893 16,457 97.4 15)231 92.6
22 Use of goods and services 1,331,784 1,060,498 1,109,460 930,804 83|19 875,886 94.1
24 Interest 35,525 29,868 17,848 30,4p8 170.y 46,p35 151.2
241 To nonresidents 4,803 2,798 1,744 1,282 721 13 63.4
242 To residents other than general government 30,722 27,07( 16,01 29,1%6 181.9 45,922 155.1
25 Subsidies 0 0 q - q -
251 To public corporations 0 0 g - q -
252 To private enterprises 0 0 q - ¢ -
26 Grants 120,094 76,101 53,797 28,4417 52.9 30,p57 106.4
263 To other general government units 120,094 76,101 79 28,447 529 30,267 106.4
2631 Current 3,600 4,801 6,140 0 - 740 -
2632 Capital 116,494 71,3 47,697 28,447 59.6 29517 103.8
27 Social benefits 0 0 q - q -
271 Social security benefits 0 g - q -
28 Other expense 716,397 452,56 472,5%6 351,418 744 386|125 109.8
31 NET ACQUISITION OF NONFINANCIAL ASSETS 245,968 27431 378,95 1,185,008 - 1,319,375 111.3
31.1 | Acquisition of nonfinancial assets 246,065 278,59 379,0: 1,185,123 - 1,319,451 111.3
31.2 | Disposal of nonfinancial assets 997 1,284 115 125.0 76 66.1
32 NET ACQUISITION OF FINANCIAL ASSETS 32,151 222,114 72,61 38,016 -161,6Q7
321 Domestic 32,15] 222,116 -72,616 38,416 -161,607
322 Foreign 0 0 q q
33 NET INCURRENCE OF LIABILITIES -1,834 -9,098 87,616 763,072 753,69p
331 Domestic -49,781 -115,831 105,053 777,014 767823
332 Foreign 47,941 106,733 -17,487 -13,942 -14,128

Source: Ministry of Finance
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Appendix 9. Transactions of the Fund for Environmetial Protection and Energy Efficiency in the
2007-2011 Period

Index Index

(HRK 000) 2008 2009 2010 2011 2011/2010 2012 2012/2011
1 REVENUE 1,221,187 1,168,578 1,040,675 1,091,P89 104.9 1,056,742 6.8 9
11 Taxes 0 0 0] [0 - q -
12 Social contributions 0 0 0] a - q -
13 Grants 0 0 0 7,457 335
131 Fromforeign governments 0 o [ qd -
132 Frominternational organizations 0 0 0 0 -
133 Fromother general government units 0 0 0 5774 335
1331 Current 0 o [ 1,631L -
1332 Capital 0 o [o 5,826 26.7
14 Other revenue 1,221,181 1,168,518 1,040,675 1,049,285 82 9
2 EXPENSE 1,109,25 1,159,541 1,004,188 959,728 104.8
21 Compensation of employees 18,60( 21,33 20,240 28432 121.4
211 Wages and salaries 15,944 18,31p 17,327 24854 123.8
212 Social contributions 2,654 3,021 2,913 3,578 107.3
22 Use of goods and services 883,624 874,856 784,6%3 797901 1045
24 Interest 0 32 501 4,517 -
241 To nonresidents 0 o [ 0 -
242 To residents other than general government 0 32 501 4,511 -
25 Subsidies 39,314 89,678 44,943 983 13.7
251 To public corporations 0 26,771 4,64p 145 -
252 To private enterprises 39,314 62,908 40,281 839 11.7
26 Grants 149,644 157,32P 124,876 111341 1136
263 To other general government units 149644 15,329 24,814 111,341 113.6
2631 Current 634 q [t 47| -
2632 Capital 149,00 157,329 124,876 111,294 1135
27 Social benefits 0 0 0 q -
271 Social security benefits 0 o [ 0 -
28 Other expense 18,069 16,30p 28,995 16,554 69.9
31 NET ACQUISITION OF NONFINANCIAL ASSETS 3,926 6,656 1,582 20,141 323
31.1 | Acquisition of nonfinancial assets 3,p26 6/656 08,6 20,365 327
31.2 | Disposal of nonfinancial assets 0 0 2§ 224 -
32 NET ACQUISITION OF FINANCIAL ASSETS 108,003 2,401 34905 76,873
321 Domestic 108,00 2,401 34,905 76,873
322 Foreign 0 0 q
33 NET INCURRENCE OF LIABILITIES 0 0 0 0
331 Domestic 0 o q
332 Foreign 0 0 [

Source: Ministry of Finance
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Appendix 10. Transactions of the Croatian Roads ithe 2008-2012 Period

Index Index

(HRK 000) 2008 2009 2010 2011 2011/2010 2012 2012/2011
1 REVENUE 1,549,92 1,481,919 1,789,839 1,447 462 80.9 1,454,458 0.510
11 Taxes 0 0 0 q - g -
12 Sacial contributions 0 0 0 q - qg -
13 Grants 1,468,95 1,369,019 1,703,605 1,390,p00 81.6) 1,399,0410.710
131 From foreign governments 0 0 a q - q -
132 From international organizations 0 0 0 - 0 -
133 From other general government units 1,468,959 910324 1,703,605 1,390,0p0 81.6 1,399{041  100.7
1331 Current 0 (o a g - 3,641 -
1332 Capital 1,468,959 1,369,079 1,703,805 1,390J000 81.9 1,395,400 0.4 10
14 Other revenue 80,970 112,84p 86,234 57,4p2 66.6 55417 96.4
2 EXPENSE 1,592,621 1,048,446 1,405,891 1,320,918 94.0] 1,274,972 .7 96
21 Compensation of employees 86,547 93,38B 88,614 86,8[L5 979 87,801 101.1
211 Wages and salaries 74,359 80,37p 76,234 74,613 97.9 76/132 102.0
212 Social contributions 12,184 13,01fL 12,440 12,202 98.1 11)669 95.6
22 Use of goods and services 1,107,25] 524,661 739,205 686,439 92.9 655|091 95.4
24 Interest 142,394 221,474 268,1%9 283,968 105.9 295(772 104.2
241 To nonresidents 22,804 47,94p 24,988 44,021 176.2 43]466 98.7
242 To residents other than general government 129,59 173,53 243,171 239,847 98.6 252,306 105.2
25 Subsidies 0 0 0 q - qg -
251 To public corporations 0 0 g - q -
252 To private enterprises 0 o q - q -
26 Grants 3,884 50 - D -
263 To other general government units 3|884 0 0 -
2631 Current 0 g - q -
2632 Capital 3,884 D - D -
27 Social benefits 0 0 q - qg -
271 Social security benefits 0 q - q -
28 Other expense 252,549 309,8%3 263,496 85.1 238[308 90.4
31 NET ACQUISITION OF NONFINANCIAL ASSETS 1,142,207 1,069,6 1,013,3p0 94.7 983,1L56 97.0
31.1 | Acquisition of nonfinancial assets 1,143{098 1,070,8 1,017,562 95.0 985528 96.9
31.2 | Disposal of nonfinancial assets 891 1,1 4,212 - 2,372 56.3
32 NET ACQUISITION OF FINANCIAL ASSETS 217,802 36,93 48,978 113,338
321 Domestic 217,801 356,986 48,973 113328
322 Foreign 0 q q
33 NET INCURRENCE OF LIABILITIES 1,402,707 1,02,68 935,769 918,998
331 Domestic 1,128,764 926,845 895,4122 946{007
332 Foreign 273,94 115,842 40,347 -27,009

Source: Ministry of Finance
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Appendix 11. Transactions of the State Agency for &osit Insurance and Bank Rehabilitation in the

2008-2012 Period

Index Index

(HRK 000) 2008 2009 2010 2011 2011/2010 2012 2012/2011
1 REVENUE 808,344 566,47 529,642 552,419 1044 576/101 104.2
11 Taxes 0 0 0 [0 - a -
12 Social contributions 0 0 0] a - q -
13 Grants 0 0 0] a - q -
131 From foreign governments 0 0 q q - ¢ -
132 Frominternational organizations 0 0 0 0 - 0 -
133 From other general government units 0 0 0 0 L 0 -
1331 Current 0 0 q q - [t -
1332 Capital 0 0 q qd - q -
14 Other revenue 808,347 566,47 529,642 552,419 1044 576/101 104.2
2 EXPENSE 254,704 267,167 16,967 408,867 - 89,460 21.9
21 Compensation of employees 6,964 7,15 7,216 7,4%4 103.3 7,482 100.4
211 Wages and salaries 5,974 6,131 6,144 6,389 103.3 64186 101.5
212 Social contributions 994 1,02! 1,031 1,065 103.3 996 935
22 Use of goods and senices 10,274 5,49 5,307 10,917 205.7 5,687 52.1
24 Interest 8,884 734 27 1 70.2 117 61.3
241 To nonresidents 0 0 [o qd - [¢ -
242 To residents other than general government B,886 36 7 274 191 70.2 117 61.3
25 Subsidies 0 0 0 0 - a -
251 To public corporations 0 0 [o qd - [¢ -
252 To private enterprises 0 0 [o qd - [¢ -
26 Grants 0 0 0 0 - a -
263 To other general government units 0 0 0 0 - 0 -
2631 Current 0 0 q q - [t -
2632 Capital 0 0 q qd - q -
27 Social benefits 704 214 11 - D -
271 Social security benefits 704 21 11p D - D -
28 Other expense 227,874 253,56[L 4,061 390,305 - 76,174 19.5
31 NET ACQUISITION OF NONFINANCIAL ASSETS -10,262 258 2,657 312 11.7 14p 46.5
31.1 | Acquisition of nonfinancial assets 25,070 258 4,65 314 11.7 146 46.5
31.2 | Disposal of nonfinancial assets 35|332 0 0 0 E 0 -
32 NET ACQUISITION OF FINANCIAL ASSETS 563,898 299,044 510,014 143,64D 486,496
321 Domestic 563,89 299,045 510,018 143,640 486[496
322 Foreign 0 0 [0 q [¢
33 NET INCURRENCE OF LIABILITIES 0 0 0 0 0
331 Domestic 0 0 [o qd [¢
332 Foreign 0 0 q q [t

Source: Ministry of Finance
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Appendix 12. Transactions of the Croatian Privatizéion Fund in the 2008-2011 Period*

Index Index

(HRK 000) 2008 2009 2010 2010/2009 2011 2011/2010
il REVENUE 54.661 33.54p 26.7(42 79,6 .8p2 7,1
11 |Taxes 0 0 0 - 0 -
12 Social contributions 0 0 0] - [0 -
13 |Grants 0 0 0 - Q -
131 From foreign governments 0 0 Qg - q -
132 From international organizations 0 0 0 - 0 -
"33 From other general government units 0 0 0 g 0 -
1331 Current 0 0 q - o -
1332 Capital 0 0 0 - -
"4 Other revenue 54.661 33.54p 26.702 79,6 71
2 EXPENSE 87.034 81.84]L 74.004 90,4 218
21 Compensation of employees 34.453 34.26p 33.211 96,9 17,2
211 Wages and salaries 29.814 29.44p 28.514 96,8 17,1
212 Social contributions 4.639 4.828 4.697 97,4 17,4
22 Use of goods and senvices 21.771 15.041L 12.242 81,5 34,2
24 Interest 30.814 32.53p 28.531 87,7 219
41 To nonresidents 9.457 6.924 5.406 78,1 24,1
242 To residents other than general government 21.355 25.611 23.12p 90,3 21,4
25 | Subsidies 0 0 0 - -
51 To public corporations 0 0 Qg - -
252 To private enterprises 0 0 Qg - -
26 |Grants 0 0 0 - -
263 To other general government units 0 0 0 - -
2631 Current 0 0 q - -
2632 Capital 0 0 0 - -
27 Social benefits 0 0 0 - -
271 Social security benefits 0 0 Qg - -
28  |Other expense 0 0 0 - -
31 NET ACQUISITION OF NONFINANCIAL ASSETS -141.769 -14.531 -5.931% - -
31,1 |[Acquisition of nonfinancial assets 2.p21 839 925 0,31 -
31,2 | Disposal of nonfinancial assets 144|390 1%.370 60p.8 44,6 13,5
32 NET ACQUISITION OF FINANCIAL ASSETS 151.763 -26.890 44.2493
321 Domestic 151.763 -26.890 44.243
322 Foreign 0 0 a
33 NET INCURRENCE OF LIABILITIES 42.369 6.880 85.610
331 Domestic 60.124 -26.93¢% 105.0%9
332 Foreign -17.754 33.814 -19.449

*Note: Croatian Privatization Fund (HFP) operatediliB1st of March 2011. Since 1st April 2011, Gowaent Asset
Management Agency (AUDIO) operates, which has ietuHFP and a former Budgetary Central Governmseit 4
Central State Administrative Office for State Pnap&lanagement.

Source: Ministry of Finance
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Appendix 13. Transactions of the Government Asset Bhagement Agency in 2011 and 2012*

Index
(HRK 000) 2011 2012 2012/2011

1 REVENUE 41,2186 56,68y 137.5
11 Taxes 0 0 -
12 Social contributions 0 0 -
13 Grants 80 0 -
131 Fromforeign governments 0 0 -
132 Frominternational organizations 0 0 -
133 From other general government units 80 0 -
1331 Current 0 0 -
1332 Capital 80 0 -
14 Other revenue 41,134 56,681 137.8
2 EXPENSE 84,649 97,83 115.6
21 Compensation of employees 25,047 38,98y 155.7
211 Wages and salaries 21,537% 34,088 158.3
212 Social contributions 3,504 4,904 140.0
22 Use of goods and services 24,374 26,556 109.0
24 Interest 26,133 31,88p 122.0
241 To nonresidents 3,841 3,411 88.7
242 To residents other than general government 22,286 28,471 127.8
25 Subsidies 0 0 -
251 To public corporations 0 0 -
252 To private enterprises 0 0 -
26 Grants 0 0 -
263 To other general government units 0 0 -
2631 Current 0 0 -
2632 Capital 0 0 -
27 Social benefits 0 0 -
271 Social security benefits 0 0 -
28 Other expense 9,100 407 45
31 NET ACQUISITION OF NONFINANCIAL ASSETS -26,544 -19,378 -
31.1 [ Acquisition of nonfinancial assets 611 8,781 -
31.2 [ Disposal of nonfinancial assets 27,155 28,15p 103.7
32 NET ACQUISITION OF FINANCIAL ASSETS 52,016 -35,878
321 Domestic 52,016 -35,87B
322 Foreign 0 0
33 NET INCURRENCE OF LIABILITIES 68,904 -14,111
331 Domestic 88,58( 13,90Pp
332 Foreign -19,676 -28,02D

*Note: Government Asset Management Agency (AUDI@gmtes since 1st April 2011. It has included HRE a
former Budgetary Central Government user - Cei@tate Administrative Office for State Property Mgement.

Source: Ministry of Finance
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Index Index

(HRK 000) 2008 2009 2010 2011 2011/2010 2012 2012/2011
1 REVENUE 120,036,68 114,086,889 110,831,$67 110,406,122 9p.6 8832471 102.2
11 Taxes 69,572,69 63,678,926 62,856,482 61,422]186 97. ¢ 105.3
111 Taxes on income, profits, and capital gains 5P22P 10,839,249 7,608,430 8,595516 113. .3104
1111 Payable by individuals 1,687,502 1,399,411 1,201,446 1,307}486 104 71 9
1112 Payable by corporations and other enterprises 0,564,70: 9,439,848 6,407,084 7,288J030 113. 0561
113 Taxes on property 635,930 532,297 443,983 448,489 101 88.7
114 Taxes on goods and services 54,482,172 49,238,27750,980,46! 50,244,065 98.4 105.9
1141 General taxes on goods and services 41,474,566 7,1738B3: 37,812,425 37,847,826 100 107.7
11411 Value-added taxes 41,308,036 37,050,3b4 37,688,520 37,714,154 10 107.8
11412 Sales taxes 166,531 123,479 123,9p5 129,672 104 97.8
1142 Excises 11,875,126 10,998,910 11,972,326 11,215,054 9B.7 99.9
115 Taxes on international trade and transactions 900,864 1,721,144 1,644,448 1,766 356 107 3 99.
116 Other taxes 301,521 1,347,920 2,179,061 367,61 19 100.6
12 Social contributions 40,703,484 39,994,739 38,712,482 38,605)067 9 98.0
13 Grants 537,459 651,858 655,243 902,492 137 109.0
14 Other revenue 9,223,041 9,761,372 8,607,360 9,475,978 11d. 8.8 9
2 EXPENSE 118,686,014 120,553,914 122,584,020 122,427,705 9 98.8
21 Compensation of employees 30,230,323 31,574921 331,604 32,004,098 102.0| 98.9
211 Wages and salaries 25,696,005 26,801,199 26,628,p70 27,161,762 10p. 100.0
212 Social contributions 4,534,31 4,773,732 4,743,334 4,842|336 103. 319
22 Use of goods and senvices 11,468,405 9,844{323 M3 10,363,799 100.6 94.2
24 Interest 4,900,83 5,509,814 6,551,773 7,444,623 113 17.11
241 To nonresidents 1,579,211 1,449,067 1,755,989 2,542{123 144 24.71
242 To residents other than general government 8221 4,060,748 4,795,784 4,902,500 102] 1131
25 Subsidies 6,898,83 6,799,706 6,627,115 6,562,431 99 .8 87
251 To public corporations 3,199,114 3,161,028 3,191,464 3,063]739 94 3 72
252 To private enterprises 3,699,71 3,638,618 3,435,450 3,498692 101 0141
26 Grants 4,067,621 4,117,944 3,937,445 3,492,846 88 7 94
261 To foreign governments 89,444 78,184 58,594 39,906 67. 64.4
262 To international organizations 96,503 134031 8085, 212,23 120.7 116.6
263 To other general government units 3,881,673 Fed5 3,703,048 3,240,3p7 87.9 93.6
27 Social benefits 52,593,91 56,148,716 56,906,467 56,482]968 99. 99.4
271 Social security benefits 37,601,426 40,605,570 43,008,403 42,754,824 99.4 48TR7, 100.1
272 Social assistance benefits 14,745,264 15,298,436 3,728,987 13,602,326 99.1 13,240,668 97.3
273 Employer social benefits 247,22 284,709 169,27 127,817 756 131,285 102.7
28 Other expense 8,526,07 6,558,450 6,882,784 6,077,439 883 5,544,433 391
281 Property expense other than interest 16,015 7,730 8g| 12 13.9 6p -
282 Miscellaneous other expense 8,514,063 6,550,721 882,69 6,077,447 88.3] 5,546,867 91.3
2821 Current 2,919,089 2,462,124 2,325,490 2,475[222 104.4 2,172,666 7.8 8
2822 Capital 5,590,974 4,088,597 4,557,406 3,602{205 79.0 3,37B,701 .7 93
31 NET ACQUISITION OF NONFINANCIAL ASSETS 4,228,199 3601,139 2,679,321 3,372,5p1 125.9 3,133)065 92.9
311 Fixed assets 3,883,62 3,230,665 2,487,300 3,213{053 129.2 2,940,185 1.8 9
312 Inventories 79,444 35,41p 10,9%5 2,473 22. 29,80 -
313 Valuables 10,124 8,92p 6,136 3,741 61. 3,494 93.4
314 Nonproduced assets 255,001 326,133 175,0B0 153,234 875 151,105 98.6
32 NET ACQUISITION OF FINANCIAL ASSETS 2,776,564 7,363868 2,816,598 -353,868 -165,706
321 Domestic 2,764,119 7,361,520 2,816,405 -359,p08 -174,209
322 Foreign 12,445 2,348 398 5,341 6,903
33 NET INCURRENCE OF LIABILITIES 5,654,090 17,432,037 17,248,361 15,040,216 11,014,353
331 Domestic 6,795,741 10,130,239 12,892,453 6,448,390 2,958,329
332 Foreign -1,141,657 7,301,793 4,355,914 8,591{826 8,056,024

Source: Ministry of Finance
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Appendix 15. Consolidated Central Government by Goernment Level in the 2008-2012 Period

Index Index
(HRK 000) 2008 2009 2010 2011 2011/2010 2012 2012/2011
1 |REVENUE 120.036.688 114.086.889 110.831.$%67 110.406.122 99, 883271 102,2
Budgetary Central Government 115.766.51f 110.251.2]1 107.457.602 107.067244 99, 5568931 102,3
Extrabudgetary Users 4.270.17 3.835.6718 3.373.965 3.338.878 99,0 3.323.040 6 99
Croatian Waters 2.105.011 1.954.2%0 1.690.112 1.594{280 94,3 1580.154 1 99
Fund for Environmental Protection and Energy Efimy 1.221.197 1.168.578 1.040.p75 1.091.289 104, BRM6 96,8
Croatian Roads Ltd. 80.97 112.84p 86.284 57.462 66,6 551417 96,4
State Agency for Deposit Insurance and Bank Reitetitih 808.34; 566.47( 529.64; 552.81¢ 104, 576.10; 104,
Croatian Privatization Fund 54.661 33.54D 26.7¢2 1.892 71 0 -
Government Asset Management Agency - - - 41.13f - 56.681 137,8
2 |EXPENSE 118.686.014# 120.553.914 122.584.020 122.427.705 99} 9300164 98,8
Budgetary Central Government 113.309.501 116.255.187 118.312.278 118.224.125 99, .050D74 99,0
Extrabudgetary Users 5.376.51 4.298.738 4.271.742 4.203.581 98,4 3.879.490 3 92
Croatian Waters 2.335.424 1.742.098 1.771.332 1.458J210 82,3 1.45.498 8 99
Fund for Environmental Protection and Energy Eficiy 1.106.720 1.159.186 1.003.p48 914777 91,1 959.728 04,9 1
Croatian Roads Ltd. 1.592.627 1.048.486 1.405.491 1.320{918 94,0 1.276.972 7 96
State Agency for Deposit Insurance and Bank Reititih 254.70\ 267.16' 16.96° 408.86 - 89.46( 21,¢
Croatian Privatization Fund 87.03 81.841L 74.004 16.161 21,8 0 -
Government Asset Management Agency - - - 84.64 - 97.83p 115,6
31 | NET ACQUISITON OF NONFINANCIAL ASSETS 4.228.199 3.61.139 2.679.3211 3.372.5p1 125,9 3.133065 92,9
Acquisition 4.713.22 3.926.849 3.005.7B6 3.751.p20 1248 3.442.252 1,7 9
Budgetary Central Government 3.291.549 2.267.406 1.550.472 1.485(978 95,8 1.107.982 6 74
Extrabudgetary Users 1.421.680 1.659.443 1.455.114 2.265{942 155,71 2.334.270 0301
Disposals 485.024 325.71p 326.465 379.419 116,2 309|187 815
Budgetary Central Government 303.41 304.045 318.3p6 347.008 109,0 274.356 80,2
Extrabudgetary Users 181.61 21.706 8.1%9 32411 - 30.831 95,1
32 | NET ACQUISITION OF FINANCIAL ASSETS 2.776.564 7.363869 2.816.59B -353.8¢8 -165.7006
321| Domestic 2.764.11 7.361.540 2.816.2p5 -359.208 -172[209
Budgetary Central Government 1.690.502 6.823.196 1.942.9119 -818)011 -651.421
Extrabudgetary Users 1.073.61f 538.334 873.486 458.803 479212
322| Foreign 12.444 2.34 38B 5.341 6.5p3
Budgetary Central Government 12.444 2.348 348 53411 6.903
Extrabudgetary Users - - 0 0 q
33 | NET INCURRENCE OF LIABILITIES 5.654.090( 17.432.034 1.248.36 15.040.216 11.014.353
331| Domestic 6.795.74 10.130.249 12.892.453 6.448.8390 2.954.329
Budgetary Central Government 5.656.63 9.576.610 11.835.071 4.793(136 1.418.994
Extrabudgetary Users 1.139.111 553.649 1.057.482 1.655p54 1.544.335
332| Foreign -1.141.65 7.301.793 4.355.9114 8.591.826 8.056.024
Budgetary Central Government -1.445.78 6.878.330 4.276.958 8.597{227 8.12%.181
Extrabudgetary Users 304.13f 423.413 78.9p6 -5.401 -69.1157

Source: Ministry of Finance
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Appendix 16. Local Government (53 Units, 32 Citie€Counties and the City of Zagreb) in the 2008-

2012 Period
Index Index

(HRK 000) 2008 2009 2010 2011 2011/2010 2012 2012/2011
1 REVENUE 16,825,64 16,062,945 15,041,412 14,763/088 98.1 151835, 101.8
11 Taxes 10,097,17 9,891,937 8,872,440 8,805,856 99.2 9,423,857 07.01
111 Taxes on income, profits, and capital gains 4034 8,961,506 8,021,8P9 7,965,p84 99.3 8,606,644 108.1
1111 Payable by individuals 9,074,234 8,961)506 , 7,965,284 99.3 8,606,844 108.1
1112 Payable by corporations and other enterprises 0 0 q - q -
113 Taxes on property 595,031 512,708 439,983 437,557 99.4 404,927 925
114 Taxes on goods and services 413,202 406,662 3p8,71 392,94 98.6 402,483 102.4
1141 General taxes on goods and services 598,225 762,94 49,88 51,406 103.1 55,378 107.7
11411 Value-added taxes 0] 0l q q - q -
11412 Sales taxes 58,224 52,9417 49,883 51,405  103.1 55378 107.7
1142 Excises 0] 0l q - g -
115 Taxes on international trade and transactions 0 0 0 - q -
116 Other taxes 14,709 11,05 11,913 10,475 84.6 9,804 97.3
12 Social contributions 0 0 q - qg -
13 Grants 2,085,584 2,034,478 2,147,948 2,122,p30 98.8 1,798,058 .7 84
131 From foreign governments 6,079 549 145 11 20
132 Frominternational organizations 1,B42 ,367 8,814 - 23,68 268.7
133 From other general government units 2,078,163 2,141,806 2,112,867 98.6 1,774)361 84.0
14 Other revenue 4,642,88 4,021,4p4 3,835,003 95.4 4 99
2 EXPENSE 13,697,13 13,066,477 12,661[547 96.9 104.8
21 Compensation of employees 3,390,267 3,60 3,604,12f 99.5 103.1
211 Wages and salaries 2,946,424 3,133,118 3,088/997 98.6 3,21p,747 3910
212 Social contributions 443,84 488,3B3 515,130 1055 98.4
22 Use of goods and senices 5,079,950 4 4,998,53p 100.1 104.6
24 Interest 133,674 102,517 126,181 123.1 106.9
241 To nonresidents 3,597 352 583 165.4 30.7
242 To residents other than general government 330,0 102,147 125,997  123.0 107.2
25 Subsidies 1,231,47 1,253,408 1,043,625 83.3 4 99
251 To public corporations 1,004,96! 1,066,185 8824406 82.8 101.0
252 To private enterprises 226,511 187,2p3 161,219 86.1 90.6
26 Grants 362,22( 299,226 291,479 97.3 107.6
261 To foreign governments 0 a 51 - 138.5
262 To international organizations 0] q 604 - -
263 To other general government units 363,220 299,22¢ 290,163 97.0 106.1
2631 Current 145,35 167,2p9 153,746 91.9 104.7
2632 Capital 216,86 131,9p7 136,417 1033 107.6
27 Social benefits 688,164 647,916 652,01 100.7 108.9
271 Social security benefits 0] q q - -
272 Social assistance benefits 6641798 616,744 623,59 1011 110.6
273 Employer social benefits 23,364 31,112 29,Jos 93.0 72.2
28 Other expense 2,812,28 2,145,538 1,945,p05 90.7 2,127,383 9.410
281 Property expense other than interest 0 0 0 0 -
282 Miscellaneous other expense 2,814,280 1,945,205 90.7 2,127,383 109.4
2821 Current 1,726,97 1,372)127 92.9 1,428,299 3.710
2822 Capital 1,085,30 573,078 86.6 704,084 1229
31 NET ACQUISITON OF NONFINANCIAL ASSETS 3,115,950 1,671,3p2 77.1 1,440,p88 86.2
311 Fixed assets 3,231,84( 1,642]846 73.9 1,427,353 .9 86
312 Inventories 0] q - q -
313 Valuables 183 146 2110 b3 63.7
314 Nonproduced assets -116,07 28,400 - 13,142 46.3
32 NET ACQUISITION OF FINANCIAL ASSETS 141,447 440,757 247,184
321 Domestic 141,447 440,157 247|184
322 Foreign 0 q q
&3 NET INCURRENCE OF LIABILITIES 128,891 10,609 -77,465
331 Domestic 153,76 17,113 -71,p66
332 Foreign —24,873 -6,905 -6,199

Source: Ministry of Finance
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Index Index

(HRK 000) 2008 2009 2010 2011 2011/2010 2012 2012/2011
1 REVENUE 134,737,77% 128,087,106 123,709,173 123,024,529 99.4 1326504 102.5
11 Taxes 79,669,87 73,570,833 71,729,421 70,228J042 97.9 74587, 105.5
111 Taxes on income, profits, and capital gains 281439 19,800,714 15,630,459 16,560(799 106.d 17,513,511 106.1
1111 Payable by individuals 10,761,36 10,360,916 3877 9,272,710  100.5 9,876,169 106.5
1112 Payable by corporations and other enterprises 0,564,70: 9,439,8%8 6,407,084 7,288|030  113.7 7,697,342 05.61
113 Taxes on property 1,230,96: 1,045,005 883,966 886,046  100.2 802,663 90.6
114 Taxes on goods and services 54,895,374 49,6%4,9351,379,171 50,637,0p6 98.6 53,607 502 105.9
1141 General taxes on goods and services 41,532,791 7,22638 37,862,308 37,899,231 100.1 40,834,243 107.7
11411 Value-added taxes 41,308,036 37,050,3b4 37,688,520 37,714154  100. 40%%2 107.8
11412 Sales taxes 224,75 176,427 173,788 181,077  104.2 184,220 100.6
1142 Excises 11,875,126 10,998,940 11,972,826 11,214,054 93.1 12396, 99.9
115 Taxes on international trade and transactions 900,864 1,721,144 1,644,448 1,766 356 107.4 1,754,364 3 99.
116 Other taxes 316,231 1,358,991 2,190,974 377,836 17.2 379,715 100.5
12 Social contributions 40,703,484 39,994,739 38,712,482 38,605/067 99.7 37184p, 98.0
121 Social security contributions 40,703,484 39,%9,7 38,712,382 38,605,067 99.7 37,845|871 98.0
13 Grants 498,489 623,608 638,985 880,441 137.8 995|042 113.0
14 Other revenue 13,865,92 13,897,911 12,628,184 13,310{980 105.4 1338 99.0
2 EXPENSE 130,258,59 132,450,162 133,486,090 132,944,571 99.6 41336 99.6
21 Compensation of employees 33,620,589 35,240175 983,704 35,608,245 101.8 35,381,424 99.4
211 Wages and salaries 28,642,429 29,976,4p5 30,250,759  101. 304 100.4
212 Social contributions 4,978,161 5,263,7%0 5357466 1024 5,016,225 3.6 9
22 Use of goods and senices 16,547,455 15,011{623 15,362,330 100.4 14,995,799 97.6
24 Interest 5,034,51 5,625,3( 7,570,804 113.9 8,848,842 16.91
241 To nonresidents 1,582,80 1,450,5 2542|706  144.4 3,171,345 2471
242 To residents other than general government BaB1 4,174,724 5,028,097  102.7 5,677,402 112.9
25 Subsidies 8,130,301 7,606,056 96.5 6,809,995 4 89
251 To public corporations 4,204,07 3,946]146 92.7 3,108,035 .8 78
252 To private enterprises 3,926,229 3,659/911 101.9 3,692,959 0091
26 Grants 2,305,28 1,638,943 79.1 1,832,092 1.811
261 To foreign governments 89,444 40,316 68.8 26322 65.3
262 To international organizations 96,503 212,840 1211 252,25 1185
263 To other general government units 2,119,341 1,385,7B8 75.4 1,553)505 112.1
27 Social benefits 53,282,084 57,135/569 99.3 56798p, 99.6
271 Social security benefits 37,601,426 42,752,824 99.4 42,797,897 100.1
272 Social assistance benefits 15,410,062 14,225,922 99.2 13,930,658 97.9
273 Employer social benefits 270,59 156,822 78.2 152,240 97.1
28 Other expense 11,338,35 8,022,645 88.9 7,673,816 5.7 9
281 Property expense other than interest 16,015 14 139 6p -
282 Miscellaneous other expense 11,323,343 8,022,632 88.9 7,673,150 95.7
2821 Current 4,646,06 3,847|349  101( 359,965 35 9
2822 Capital 6,676,27! 4,175[283 80.0 4,077,785 .7 97
31 NET ACQUISITON OF NONFINANCIAL ASSETS 7,344,149 5,043,8p3 104.0 4573653 90.7
311 Fixed assets 7,115,46! 4,855[899  103.1 4,376,538 0.1 9
312 Inventories 79,444 2,473 22,6 29,80 -
313 Valuables 10,3094 3,888 62.6 3,587 92.3
314 Nonproduced assets 138,932 181,634 151.7 164,247 90.4
32 NET ACQUISITION OF FINANCIAL ASSETS 2,918,011 87,241 58,4p6
321 Domestic 2,905,566 81,880 51}953
322 Foreign 12,445 5,341 6,903
33 NET INCURRENCE OF LIABILITIES 5,782,980 17,449,65 15,051,146 10,913,966
331 Domestic 6,949,51 6,465/835 2,8641,041
332 Foreign -1,166,53. 8,585/321 8,049,825

Source: Ministry of Finance
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Appendix 18. Consolidated General Government by Garnment Level in the 2008-2012 Period

Index Index
(HRK 000) 2008 2009 2010 2011 2011/2010 2012 2012/2011
1 [REVENUES 134,737,77% 128,087,106 123,709,173 123,024,529 99. 132604 102.5
Budgetary Central Government 115,766,517 110,251,2}1 107,457,602 107,067,244 99. 556931 102.3
Extrabudgetary Users 4,223,78 3,804,235 3,351,565 3,307,p63 98.7 3,312,348 0.210
Croatian Waters 2,058,62: 1,922,807 1,668,312 1,584{711 95.0 1,574,858 .4 99
Fund for Environmental Protection and Energy Hfimy 1,221,197 1,168,578 1,040,675 1,069,043 102. 2849 98.2
Croatian Roads Ltd. 80,974 112,840 86,284 57,462 66.6 551417 96.4
State Agency for Deposit Insurance and Bank Reietinh 808,342 566,490 529,642 552,819 104.4 576,101 2104.
Croatian Privatization Fund 54,661 33,54D 26,702 1,892 7.1 - -
Government Asset Management Agency - - - 41,13 - 137.8
Local Government 14,747 47 14,031,641 12,900,J06 12,650{221 98.1 , 10438
2 |EXPENSE 130,258,596 132,450,162 133,486,090 132,944571 99. 99.6
Budgetary Central Government 111,299,734 114,305,037 116,237,015 116,163 322 99. 99.3
Extrabudgetary Users 5,308,111 4,217,593 4,205,199 4,151,616 98.7 ,098 592
Croatian Waters 2,313,71 1,709,514 1,754,434 1,436/668 819 ,851  0.210
Fund for Environmental Protection and Energy Hfimy 1,063,910 1,111,004 954,803 884|255 92.1 ,983 .6 105
Croatian Roads Ltd. 1,588,741 1,047,918 1,405,491 1,320{918 940 ,972 7 96
State Agency for Deposit Insurance and Bank Reitetinin 254,70 267,147 16,967 408,867 - 89}460 219
Croatian Privatization Fund 87,034 81,841 74,004 16,161 218 - -
Government Asset Management Agency - - - 84,64 - 115.6
Local Government 13,650,74 13,927,532 13,043,477 12,629{732 96.4 , 105.0
31 | NET ACQUISITON OF NONFINANCIAL ASSETS 7,344,149 6,57,264 4,847,849 5,043,8p3 104.0 4,573,653 90.7
Acquisition 8,876,641 7,132,346 5,626,796 5,876,148 104.4 517$902 8.1 8
Budgetary Central Government 3,291,54¢ 2,267,406 1,550,472 1,485[978 95.8 1,107,982 .6 74
Extrabudgetary Users 1,421,68 1,659,443 1,455,114 2,265{942 155.7 2,334,270 03.01
Local Government 4,163,41 3,205,537 2,621,409 2,124{228 810 1,73B,651 .6 81
Disposals 1,532,49 775,123 778,947 832,355 106.8 602250 724
Budgetary Central Government 303,41 304,005 318,3p6 347,008 109.0 274,356 80.2
Extrabudgetary Users 181,61 21,706 8,1%9 32,411 - 30,831 95.1
Local Government 1,047,46 449,433 452,482 452,836 100.1 293,063 64.7
32 | NET ACQUISITION OF FINANCIAL ASSETS 2,918,011 6,729333 2,590,50f 87,241 58,4p6
321{ Domestic 2,905,564 6,726,945 2,590,119 81,880 51053
Budgetary Central Government 1,690,50: 6,823,220 1,942,156 -817 680 -674,443
Extrabudgetary Users 1,073,61 538,34 873,486 458,803 479|212
Local Government 141,441 -634,558 -226,1p3 440,157 247|184
322| Foreign 12,444 2,34 38B 5,341 6,5p3
Budgetary Central Government 12,444 2,348 348 5,341 6,503
Extrabudgetary Users 0 0 q qg q
Local Government 0 0 q q q
33 | NET INCURRENCE OF LIABILITIES 5,782,98 17,449,692 17,215,273 15,051[156 10,913,866
331| Domestic 6,949,51 10,169,794 12,871,408 6,465,835 2,864,041
Budgetary Central Government 5,656,636 9,576,610 11,835,471 4,793]136 1,418,994
Extrabudgetary Users 1,139,11 553,649 1,057,382 1,655p54 1,544,335
Local Government 153,764 39,466 -20,6415 17,444 -94,p88
332 Foreign -1,166,53 7,279,948 4,343,466 8,585,821 8,049,825
Budgetary Central Government -1,445,78 6,878,330 4,276,958 8,5971227 8,125,181
Extrabudgetary Users 304,133; 423,;1‘% 78,956 -5,401 -69,[157
Local Government -24,87 -21, -12,448 -6,905 -6,199

Source: Ministry of Finance
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