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The purpose of this brief guide is to provide basic information on the pro-
posed amendments to, i.e. revision of the City of Zagreb budget to be pre-
sented at the City Assembly meeting on 21 December 2017.

On 20 December 2016 the City Assembly adopted the City of Zagreb 2017
Budget with revenues and expenditures totalling HRK g.o5bn and HRK
9.07bn, respectively. In order to make minor adjustments to planned re-
venues, in line with City administrative bodies’ requirements, the Mayor
issued the first Conclusion on the Reallocation of Funds Planned in the
City of Zagreb 2017 Budget on 27 February 2017, followed by a second
Conclusion on the Reallocation of Funds Planned in the City of Zagreb
2017 Budget issued on 19 June 2017. Pursuant to these Conclusions, the to-
tal amount of the budget planned on 20 December 2016 was not changed;
however, expenditure was reallocated among the existing line items, in
accordance with the requests of City bodies. Subsequently, on 26 Octo-
ber 2017, the City Assembly adopted the first 2017 budget revision — the
Decision on Amendments to the City of Zagreb 2017 Budget. Under the
first budget revision, revenues decreased by HRK 7om (0.8%), i.e. to HRK
8.98bn, while expenditures went down by HRK 65m (0.7%), to HRK gbn.
A proposed second 2017 budget revision will be presented before the City
Assembly on 21 December 2017.

The need to adopt a second budget revision less than two months after
adopting the first budget revision arose from the following:
= at the sixth City Assembly, held on 30 November 2017, the Conclusion
on the sale of real estate to Zagreb Holding for the purpose of the se-
cond phase of Podbrezje residential zone construction for HRK 183.6m
was adopted;
= it is estimated that revenues from personal income tax and surtax in
2017 would be lower than planned, resulting in an increase in grants
due to compensatory measures and an increase in equalization grants
for decentralized functions.

Budget revision

The modification of budget
amounts, i.e. their reduction
and/or increase relative to
the planned amounts.


http://www.zagreb.hr/UserDocsImages/arhiva/financije/PRORACUN%202017/Prora%C4%8Dun%20za%202017%20.pdf
http://www.zagreb.hr/UserDocsImages/arhiva/financije/PRORACUN%202017/Prora%C4%8Dun%20za%202017%20.pdf
http://www.zagreb.hr/UserDocsImages/arhiva/financije/PRORACUN%202017/Zaklju%C4%8Dak%20o%20preraspodjeli%20sredstva%2027%202%202017%20.pdf
http://www.zagreb.hr/UserDocsImages/arhiva/financije/PRORACUN%202017/Zaklju%C4%8Dak%20o%20preraspodjeli%20sredstva%2027%202%202017%20.pdf
http://www.zagreb.hr/UserDocsImages/financije/prora%C4%8Dun%202017/Zaklju%C4%8Dak%20o%20preraspodjeli%20sredstava%2019%2006%202017%20.pdf
http://www.zagreb.hr/UserDocsImages/financije/prora%C4%8Dun%202017/Zaklju%C4%8Dak%20o%20preraspodjeli%20sredstava%2019%2006%202017%20.pdf
http://www.zagreb.hr/UserDocsImages/financije/proracun%202017/Izmjena%20i%20dopuna%20proracuna%20GZ%20za%202017.pdf

The proposed second 2017 budget revision, i.e. Decision on Amendments
to the City of Zagreb 2017 Budget is available on the City’s website. For
a better understanding of this document and the city budget process in
general, interested parties are also referred to the Guide to the City of
Zagreb Budget (containing general information on the City's budget and
budget process), the Brief Guide to the City of Zagreb 2017 Enacted Bud-
get and the Brief Guide to a Proposal for the City of Zagreb 2017 First
Budget Revision.

Below is a brief presentation of the key changes in revenues and expendi-
tures proposed by the second budget revision.

PLANNED REVENUES AND EXPENDITURES

Under the second 2017 budget revision, revenues are proposed to go up by
HRK 114m (1.6%), i.e. to HRK g.ogbn, while expenditures are proposed to
go up by HRK 114m (1.6%), to HRK g.12bn (graph 1).
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Graph 1: City of Zagreb budget revenues and expenditures, 2016-2017 (in HRK bn)*
*Including own and earmarked revenues of budget users and expenditures financed from
those revenues.


http://web.zagreb.hr/sjednice/2017/sjednice_skupstine_2017.nsf/0/C12581370033D600C12581F30035F4FB/$FILE/II.%20Izmjene%20i%20dopune%20prora%C4%8Duna%20za%202017..pdf
http://web.zagreb.hr/sjednice/2017/sjednice_skupstine_2017.nsf/0/C12581370033D600C12581F30035F4FB/$FILE/II.%20Izmjene%20i%20dopune%20prora%C4%8Duna%20za%202017..pdf
http://www.zagreb.hr/UserDocsImages/arhiva/financije/ZG%20ENG%20web%20301114.pdf
http://www.zagreb.hr/UserDocsImages/arhiva/financije/ZG%20ENG%20web%20301114.pdf
http://www.zagreb.hr/UserDocsImages/arhiva/financije/PRORACUN%202017/Izglasani_proracun_2017_ENG_final.pdf
http://www.zagreb.hr/UserDocsImages/arhiva/financije/PRORACUN%202017/Izglasani_proracun_2017_ENG_final.pdf
http://www.zagreb.hr/UserDocsImages/financije/proracun%202017/Guide_budget_revision_2017_ENG_final.pdf
http://www.zagreb.hr/UserDocsImages/financije/proracun%202017/Guide_budget_revision_2017_ENG_final.pdf

The City'’s budget contains the revenues and expenditures of all
325 budget users, i.e. institutions founded and majority-financed
by the City listed in the Register of Budget and Extra-Budgetary
Users. These include, for example, public health care institutions
(health centres, polyclinics, hospitals and institutes), pre-school,
primary and secondary school education institutions, social welfa-
re institutions, the Zagreb Fire Department, the Office for Physical
Planning, Public Institution Maksimir, the Zoological Garden, the
Sports Facilities Management Institution, etc. Including own and
earmarked revenues and receipts in the planning and reporting
process allows for transparent and comprehensive reporting on all
budget and budget users’revenues and receipts.

There are also companies founded by the City for the provision of
public services and the performance of public activities (e.g. Zagreb
Holding). However, as such companies are not majority-financed
from the City budget (that is, they are not budget users), their reve-
nues and expenditures are not stated in the City budget.

REVISED BUDGET REVENUES

Total revenues planned in the revised budget amount to HRK g.ogbn
(graph 2), more than half of which will come from personal income tax
and surtax (HRK 4.81bn). The second largest revenue source will consti-
tute various fees and charges amounting to HRK 1.36bn, mainly utility
contributions and charges (HRK 8g5om), followed by budget users’ reve-
nues from the Croatian Health Insurance Fund (CHIF) for health servi-
ces (approximately HRK 1bn), various grants and donations (HRK 542m)
and revenues from the use of city assets (HRK 475m, for the most part
from public road user charges payable at vehicle registration, as well as
revenues from the rental of office space, terraces, parking places, etc.).

Each employed person in
2017 will pay an average
monthly amount of HRK
997 in personal income tax
and surtax into the budget.


http://www.mfin.hr/hr/registar
http://www.mfin.hr/hr/registar
http://www.zagreb.hr/default.aspx?id=1745
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Graph 2: City of Zagreb budget revenues, second 2017 budget revision*

*Including own and earmarked revenues of budget users.

Major revenue differences between the first
and second proposed budget revision

The second budget revision proposes that revenues be increased by
HRK 114m (1.6%), with the most notable increase to be achieved by
the sale of fixed assets for HRK 163m (210%). On 30 November 2017
the City Assembly adopted the Conclusion on the sale of real estate
to Zagreb Holding for the purpose of the second phase of PodbreZje
residential zone construction for HRK 183.6m, while revenues from
the sale of land are expected to drop by HRK 20.6m.

Revenues from personal income tax and surtax are expected to
drop by HRK 115m (2.3%) due to amendments to the Personal In-
come Tax Act effective as of 1 January 2017, while revenues from
state budget grants are expected to go up by 66m (22%), the bulk
of which (HRK 5gm) comprises grants received by the City to equal
the difference between personal income tax revenues in 2016 and
in 2017 — due to the aforementioned amendments to the Personal
Income Tax Act — and HRK 7m in equalization grants for decentra-
lized functions (again due to the drop in personal income tax reve-
nues in 2017).



REVISED BUDGET EXPENDITURES BY TYPE

Total expenditures proposed in the revised budget stand at HRK g.12bn or
HRK 114m more than what is planned in the first budget revision (graph 3).
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Graph 3: City of Zagrebbudget expenditures by type (economic classification), second 2017
budget revision*

*Including expenditures financed from own and earmarked revenues of budget users.

The bulk of material expenditures (HRK 3.24bn) relates to current and
investment maintenance of utility infrastructure facilities (e.g. public
spaces, public lighting, roads, cemeteries and the crematorium), City ad-
ministration and City budget users’ facilities, as well as to office materials,
energy use and services (e.g. telephone, postal, transportation and infor-
mation services) necessary for the smooth running of the City’'s admini-
strative bodies and City budget users.

Expenditures for employees (HRK 2.61bn) include salaries, social securi-
ty contributions and other expenditure related to employees, with HRK
1.67bn being earmarked for 11,900 employees in administrative bodies and
those budget users which are not paying them out of own revenues (such
as kindergartens and museums) and HRK g45m for the 6,500 employees
in budget users which are paying them from their own revenues (e.g. hos-
pitals, polyclinics and health centres). These also include expenditures for
persons involved in EU-funded projects.



About HRK 1.04bn is planned for the acquisition of fixed assets, i.e. ro-
ads, utility infrastructure, commercial and other buildings, as well as
equipment in schools, health care and social welfare institutions, etc. The
lion’s share (HRK 518m) will be spent through the City Office for Physi-
cal Planning, Construction of the City, Utility Services and Transport, in
compliance with the Agenda for Capital Investment in Social Activity Fa-
cilities in 2017 and Agenda for Transportation and Municipal Economy in
2017 which remain unchanged with respect to the first budget revision.

Other business expenditures (HRK 750m) mainly include current dona-
tions and capital grants. Current donations (HRK 497m) are intended for
the co-financing of sports (HRK 21gm), religious and private kindergar-
tensand schools (HRK gbm), culture (e.g. libraries, museums and theatres,
as well as music, visual arts and film) and non-profit organizations (asso-
ciations, social and development programmes, etc.). The bulk of capital
grantsisgiven for the financing of the wastewater treatment project (HRK
112m), the City's public transport company’s (ZET) motor fleet renewal and
reconstruction (HRK 62m), the Zagreb Waste Management Centre (HRK
4m), the co-financing of public sector companies’ projects (HRK 3m) and
transportation services for persons with disabilities (HRK 2m).

Subsidies (HRK 686m) are earmarked for the promotion of the producti-
on and services of companies, sole proprietorships, farmers and SMEs.
The bulk of the subsidies are allocated for public transport, i.e. ZET (HRK
534m), for the rental of the Arena sports hall (HRK 56.5m), for the promo-
tion of sole proprietorships and SMEs (HRK 36m) and the employment of
persons with disabilities (HRK 2gm).

In line with the increase in revenues, total expenditures proposed
in the second budget revision increase by HRK 114m (1.6%). The
sharpest increase (HRK 75.7m or 3%) is proposed in material ex-
penditures, particularly expenditures for current maintenance
services by Zagreb Holding subsidiaries (Zagreb Roads, Zrinjevac
and Cistoca).

Subsidies will increase by HRK 34.5m (5.3%) due to the proposed
HRK 4om increase in subsidies for the co-financing of ZET's busi-
ness expenditures, while subsidies earmarked for Arena sports hall
rental fees will drop by HRK 5.5m.


http://web.zagreb.hr/Sjednice/2017/sjednice_skupstine_2017.nsf/0/C12581370033D600C12581B6002A62CD/$FILE/16%20Prijedlog%20izmjena%20Programa%20radova%20kapitalnih%20ulaganja%20u%20objekte%20za%20dru%C5%A1tvene%20djelatnosti%20u.pdf
http://web.zagreb.hr/Sjednice/2017/sjednice_skupstine_2017.nsf/0/C12581370033D600C12581B6002A62CD/$FILE/16%20Prijedlog%20izmjena%20Programa%20radova%20kapitalnih%20ulaganja%20u%20objekte%20za%20dru%C5%A1tvene%20djelatnosti%20u.pdf
http://web.zagreb.hr/Sjednice/2017/sjednice_skupstine_2017.nsf/0/C12581370033D600C12581B60029E0EB/$FILE/14%20Prijedlog%20izmjena%20i%20dopuna%20Programa%20radova%20na%20podru%C4%8Dju%20prometa%20i%20komunalnog%20gospodarstva%20u.pdf
http://web.zagreb.hr/Sjednice/2017/sjednice_skupstine_2017.nsf/0/C12581370033D600C12581B60029E0EB/$FILE/14%20Prijedlog%20izmjena%20i%20dopuna%20Programa%20radova%20na%20podru%C4%8Dju%20prometa%20i%20komunalnog%20gospodarstva%20u.pdf

The proposal includes an increase in other business expenditures
by HRK 13m (1.8%), the bulk of which relates to the co-financing
of sports (HRK 11m), the Croatian War Veteran Comprehensive Care
Institution (HRK 1m) and international, inter-county and inter-city
cooperation (HRK o.gm).

Expenditures for the acquisition of fixed assets — mainly buildings
— are going down by HRK 20.3m (2.5%).

PLANNED EXPENDITURES BY PURPOSE

Average monthly spending per citizen, as planned by the second budget
revision, is HRK g78, or HRK 12 more than as planned by the first bud-
get revision (graph 4). The bulk of this amount will be spent on educati-
on (HRK 211), followed by housing and community improvement services
(HRK 178), health care (HRK 165), recreation, culture and religion (HRK
116) and economic operations (HRK 115). The sharpest increase in avera-
ge monthly spending per citizen will be seen in spending on housing and
community improvement (HRK 6) and economic operations (HRK 4).
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Graph 4: Average monthly spending per purpose, per citizen (functional classification),
2017 (in HRK)*

*Including expenditures funded from own and earmarked revenues of budget users.



Expenditures for education comprise preschool education (staff
costs in city kindergartens and city kindergarten fee subsidies),
as well as primary and secondary education (including part of em-
ployee salaries, e.g. for extended stay at school, material expenditu-
res and the acquisition of fixed assets).

Housing and community improvement services relate, for the
most part, to city property and public space maintenance (e.g. pu-
blic lighting).

Expenditures for healthcare relate to health protection, the deve-
lopment and implementation of health protection programmes and
strategies, health promotion, addiction prevention and control, su-
pport for health programmes and projects carried out by associati-
ons and other forms of organised health-oriented activities, as well
as coordination and control of City-owned healthcare institutions.

Expenditures for recreation, culture and religion include the fi-
nancing of cultural institutions, supporting various cultural pro-
grammes and activities, co-financing of sports activities, subsidies
for the Arena sports hall rental fees, etc.

Economic activities generally include public city transport, road
construction and maintenance, agriculture and tourism.

PLANNED EXPENDITURES BY BUDGET USER

The three most important City offices — for Education, Culture and
Sports, for Health and for Physical Planning, Construction of the City, Uti-
lity Services and Transport — will jointly spend approximately 60% of the
City budget, i.e. a monthly average of HRK 581 per citizen.



Office for Education, Culture and Sports

Office for Health

Office for Physical Planning, Construction
of the City, Utility Services and Transport

Office for Local Self-administration

Office for Economy, Labour and Entrepreneurship

Office for Social Protection
and People with Disabilities

Office for Property Relations and the City's Assets
Office for Financing
Mayor's Office

Office for Emergency Management

The remaining 12 budget users, overall
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Graph5: Average monthlybudget user spending per citizen (organisational classification),
2017 (in HRK)*
*Including expenditures funded from own and earmarked revenues of budget users.

FINANCING ACCOUNT AND DEBT

In contrast to the terms revenues and expenditures, used in the revenue
and expenditure account in relation to business operations and the sale
and acquisition of fixed assets, the terms receipts and outlays are used
in the financing account, when referring to financial assets and the gran-
ting, taking out and repayment of loans. Receipts are monetary inflows,
e.g. repaid principals of granted loans, proceeds from the sale of shares
and bonds, and funds from borrowing, whereas outlays are monetary
outflows of the same kind. The difference between receipts and outlays
represents net financing, which is the amount that should equal the sur-
plus/deficit from the revenue and expenditure account.



Direct debt is the sum

of all budget deficits

from the current and
previous periods financed
by borrowing.
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2016 2017 12017 22017
Outturns Initial Plan Revision Revision

Revenue and expenditure account

Total revenues 8,169.7 9,050.3 8,980.5 9,094.5
Total expenditures 8,168.4 9,068.2 9,003.0 9117.0
Deficit/surplus 13 -17.9 -22.5 -22.5

Financing account

Receipts from financial

) 2213 290.1 290.1 290.1
assets and borrowing
Outlays for financia 2828 2722 2676 2676
assets and loan repayment
Net financing -61.5 17.9 225 225

Table 1: Zagreb City budget revenue and expenditure account and financing account,

2016-2017 (in HRK m)*

*Includingownand earmarkedrevenuesandreceipts of budget users,aswellas expenditures
and outlays financed from these revenues and receipts.

The financing account remains unchanged in relation to the first budget
revision: planned receipts amount to HRK 2go.1m, the bulk of which (HRK
288.6m) are receipts from borrowing, while outlays amounting to HRK
267.6m are planned for financial assets and debt repayment.

As the financing account is to remain unchanged in relation to the first
budget revision, the City's debt projections in absolute terms remain unc-
hanged as well — the planned direct debt in 2017 stands at approximately
HRK 1.55bn. However, due to the planned increase in revenue, the share
of debtin total revenues and receipts will drop from 16.7to0 16.5% in 2017.
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Graph 6: The City's debt (in HRK m, left scale) and the share of debt in budget revenues and

receipts (in %, right scale), 2016-2017*

*Revenues and receipts include own and earmarked revenues and receipts of budget users.

In addition to the direct debt shown in graph 6, the City is potentially
(through issued guarantees) exposed to an indirect debt amounting to
HRK 2.4bn (25.4% of total planned revenues and receipts in 2017). The
bulk of this amount (HRK 2.3bn) relates to a guarantee for a bond issue by
Zagreb Holding to refinance a 2007 debt. These bonds have been issued in
two tranches (HRK 1.8bn in mid-2016 and an additional HRK goom in July

2017), and the guarantee has been approved by the Finance Minister.
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WHAT CAN CITIZENS DO?

The City Assembly, as the representative body of citizens, will delibera-
te on the second 2017 budget revision on 21 December 2017. This revision
comprises total revenues and expenditures amounting to approximately
HRK g.1bn. Under the second budget revision revenues and expenditures
are proposed to go up by HRK 114m (1.6%) compared to the amounts propo-
sed in the first budget revision. The average monthly personal income tax
and surtax amount paid by every employed person into the City budget in
2017 is HRK gg7, while the average monthly amount spent by the City for
each citizen is HRK g78.

With the help of this brief guide and the Brief Guide to the City of Zagreb
2017 Enacted Budget, the Brief Guide to a Proposal for the City of Zagreb
2017 First Budget Revision and the Guide to the City of Zagreb Budget, all
interested parties can examine the City budget — the initial December
2016 plan, the reallocation of funds from June 2017, the first budget revi-
sion from October 2017 and budget amendments proposed in the second
revision. The purpose of these guidesis to help you understand the budget
and City Assembly discussions on 21 December.


http://www.zagreb.hr/UserDocsImages/arhiva/financije/PRORACUN%202017/Izglasani_proracun_2017_ENG_final.pdf
http://www.zagreb.hr/UserDocsImages/arhiva/financije/PRORACUN%202017/Izglasani_proracun_2017_ENG_final.pdf
http://www.zagreb.hr/UserDocsImages/financije/proracun%202017/Guide_budget_revision_2017_ENG_final.pdf
http://www.zagreb.hr/UserDocsImages/financije/proracun%202017/Guide_budget_revision_2017_ENG_final.pdf
http://www.zagreb.hr/UserDocsImages/arhiva/financije/ZG%20ENG%20web%20301114.pdf

USEFUL WEBSITES

City of Zagreb — The official website of the City of Zagreb
City of Zagreb — Finances — City budget
City Office for Finance — Contacts, competence and activities

City offices, institutes and professional services — Detailed data,
contacts, competence
and activities

City Assembly — Organisation, competence,
working bodies and regulations

City districts — Basic information, territorial boundaries,
bodies and powers

Local committees — Territorial boundaries, seats and powers
Zagreb Holding — Organisation, services, topical issues and contacts
Official Journal of the City of Zagreb — All City regulations

Ministry of Finance — local budgets — An archive of the budgets of all
municipalities, cities and counties

Budget Act — Budget-related acts and regulations

Institute of Public Finance — Transparency of the budgets of counties,
cities and municipalities
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http://www.zagreb.hr/en
http://www.zagreb.hr/default.aspx?id=7
http://www.zagreb.hr/default.aspx?id=824
http://www.zagreb.hr/default.aspx?id=1994
http://www.skupstina.zagreb.hr/default.aspx?id=792
http://www.zagreb.hr/default.aspx?id=1992
http://www.zagreb.hr/default.aspx?id=19534
http://www.zgh.hr/company-2245/2245
http://www1.zagreb.hr/slglasnik.nsf/
http://www.mfin.hr/hr/lokalni-proracun-arhiva
http://www.mfin.hr/en/budget-act
http://www.ijf.hr/transparency
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PREVIOUSLY PUBLISHED GUIDES

A Guide to the City of Zagreb Budget

A Brief Guide to the City of Zagreb 2014 Budget Execution

A Brief Guide to the City of Zagreb 2015 Budget Proposal

A Brief Guide to the City of Zagreb 2015 Enacted Budget

A Brief Guide to a Proposal for the City of Zagreb 2015 Budget Revision
A Brief Guide to the City of Zagreb 2015 Budget Execution

A Brief Guide to the City of Zagreb 2016 Budget Proposal

A Brief Guide to the City of Zagreb 2016 Enacted Budget

A Brief Guide to a Proposal for the City of Zagreb 2016 Budget Revision
A Brief Guide to the City of Zagreb 2016 Budget Execution

A Brief Guide to the City of Zagreb 2017 Budget Proposal

A Brief Guide to the City of Zagreb 2017 Enacted Budget

A Brief Guide toa Proposal for the City of Zagreb First 2017 Budget Revision

A Brief Guide to the City of Zagreb 2018 Budget Proposal


http://www.zagreb.hr/UserDocsImages/arhiva/financije/ZG ENG web 301114.pdf
http://www.zagreb.hr/UserDocsImages/arhiva/financije/PRORACUN 2014/Guide_Budget_execution_final.pdf
http://www.zagreb.hr/UserDocsImages/arhiva/financije/proracun 2015/ZG prijedlog-proracuna-2015.pdf
http://www.zagreb.hr/UserDocsImages/arhiva/financije/ZG izglasani 020215 ENG.pdf
http://www.zagreb.hr/UserDocsImages/arhiva/financije/PRORACUN 2015/ZG rebalans VODIC ENG 160715 konacno.pdf
http://www.zagreb.hr/UserDocsImages/arhiva/financije/PRORACUN 2015/Kratki_vodic_ Izvrsenje_proracuna_2015_ENG - final.pdf
http://www.zagreb.hr/UserDocsImages/arhiva/financije/PRORACUN 2016/Kratki_vodic_Prijedlog_proracuna_2016_final_engl..pdf
http://www.zagreb.hr/UserDocsImages/arhiva/financije/PRORACUN 2016/Kratki_vodic_ZG izglasani 2016 ENG 220116.pdf
http://www.zagreb.hr/UserDocsImages/financije/prora%C4%8Dun 2016/2016_budget_revision_final-1.pdf
http://www.zagreb.hr/UserDocsImages/financije/prora%C4%8Dun 2016/Guide_budget_execution_2016_eng_final.pdf
http://www.zagreb.hr/UserDocsImages/arhiva/financije/PRORACUN 2017/Prijedlog_proracuna_ZGB_2017_ENG_final.pdf
http://www.zagreb.hr/UserDocsImages/arhiva/financije/PRORACUN 2017/Izglasani_proracun_2017_ENG_final.pdf
http://www.zagreb.hr/UserDocsImages/financije/proracun 2017/Guide_budget_revision_2017_ENG_final.pdf
http://www.zagreb.hr/UserDocsImages/financije/proracun 2018/Prijedlog_proracuna_ZGB_2018_eng_final.pdf

