LAW ON ACCOUNTING

I GENERAL PROVISIONS

Article 1

1) Every entrepreneur incorporated in Republic of Croatia is obliged to conduct accounting records and prepare financial statements according to accounting principles, so that they provide information about his operations and position of his assets. Bookkeeping must be such that provide insight into business events and position of the company in reasonable time. Business events should be recognized when they occur.

2) An entrepreneur, according to this Law, is legal person that conducts business with purpose of earning profit.

3) An entrepreneur is also a physical person that conducts business operation with purpose of earning profit, if some other regulations prescribe his obligation to pay income tax.

4) Provisions of this Law are valid for those organizational parts of entrepreneur that conduct business activities abroad if there is no obligation for them for bookkeeping and financial reporting according to foreign regulations, as well as organizational parts of foreign entrepreneurs conducting business activities in Republic of Croatia.

5) Accounting for institutions, social organizations, groups of citizens and other non-profitable legal entities is prescribed by Government of Republic of Croatia on proposal of Minister of Finance.

II DATA COLLECTING AND PROCESSING AND ACCOUNTING DOCUMENTATION

Article 2

1) Recording data into accounting records is based on fair and faithful accounting documentation.

2) Accounting document is written proof about business change, and it serves as the basis for recording data into accounting records and supervision over business events.

3) Accounting document from paragraph (1) of this article is obligatory for primary entrance of data records through electronic data processing.

Article 3

1) Accounting document is prepared at place and in time when business event occurs, except those documents prepared in accounting department. 

2) Content of accounting document must be such that unquestionable and prudently represents business change and to provide all data necessary for filling the accounts.

3) Accounting document is prepared in one or several copies (original and copy or several prints).

4) Delivery of accounting document prepared in one copy is allowed only if data from that document have been saved and available for use.

5) Original document can be prepared and written by electronic devices, half-automatic devices, typing machine or manually.

6) Good basis for data recording is accounting document received through telecommunication devices under the condition that sender saves and keep the original in proper way.

7) Data received through electronic devices can be used as accounting basis for filling the accounts. Responsible person, who processed data, is responsible for prudence and fairness of such data.

8) Photocopies of original documents can be used as basis for data recording under the condition that they have notice about the place where original document has been saved, the reason for using photocopy and signature of responsible person.

Article 4

1) An entrepreneur is responsible for accounting documentation preparation. Legal representative of an entrepreneur or persons that authorities have been transfer to with their signature ensure prudence and fairness of business change. Electronically prepared documentation may have facsimile or other recognizable mark of the persons who prepared the documentation instead of signature.

Article 5

1) 
Accounting documentation must be controlled before recording.

2) Control is done by persons, authorised for controlling prudence of each type of accounting document.

3) Controlled accounting document must be such that neutral expert person who did not take part in business change can, unquestionable and without any suspicious, make conclusions and find out about the nature of change.

4) Control should fulfil requests from Article 4 and 5 of this Law.

Article 6

1) Accounting documentation is stored in original on automatic processing devices, micrographic processing devices or other suitable way. Accounting documentation is stored for following periods:

· Payroll list or analytical payroll and salary evidences are stored forever, if they ensure relevant data about employees;

· Documents that served as basis for recording data are stored for five years;

· Payment system documents are stored for three years in authorised financial institutions

· Selling blocks and control blocks, aside statements and similar documents are stored for two years.

III ACCOUNTING RECORDS

Article 7

1) Accounting records are based on double-entry principles.

2) Accounting records are: journal, general ledger and subsidiary ledger.

3) Journal is business record where accounting changes are recorded in chronological order. It is organized as simple accounting record or as several records specialized for changes on certain groups of balance or out of balance entries.

4) General ledger is systematic accounting evidence of changes on assets, liabilities, capital, expenses, incomes and business result. General ledger consists of two autonomous parts:

· Balance Sheet entries

· out of Balance Sheet entries.

5) Subsidiary ledgers are organized separately.

6) Subsidiary ledgers on material assets are presented in quantities and amounts.

Article 8

1) Model of accounting records depends on techniques of entering business changes.

2) If the data are processed manually and half-automated, accounting records are in form of free lists or bound.

3) If electronic computer keeps the accounting records, data are recorded on available devices.

4) Recording data into accounting records is organized and done to assure:

· Controlling requests for recorded data

· Accuracy of records and data

· Keeping the data

· Possibility of using data

· Possibility of getting insight into items and balance of general ledger accounts

· Possibility of insight into chronology of recorded business changes.

Article 9

1) Accounts in general ledger are positioned according to before prepared chart of accounts. Details of accounts in chart of accounts every entrepreneur does according to his needs, taking care that he must assure positions in Balance Sheet and Income Statement prescribed in this Law.

Article 10

1) Accounting records are prepared for business year, which is equal to calendar year.

2) Opening accounts is done at each business year according to balance sheet at the end of the previous period. Expenses and income accounts are opened according to documentation about business change.

3) Subsidiary ledgers are opened by carrying over the balances according to balances of same records for previous year, i.e. on the basis of inventory records on asset and liabilities for new entrepreneurs.

Article 11

1) At the end of business year all accounting records must be closed and stored.

2) If the accounting data have been processed with electronic computers, journal and general ledger should be printed according to closing entries and then bound. 

3) Accounting records are stored for period:

· General ledger and journal at least 10 years

· Subsidiary ledgers at least 5 years.

4) Period for storing the records starts with last day of business year. 

IV INVENTORY OF ASSETS AND LIABILITIES

Article 12

1) At the beginning of business operation every entrepreneur must make inventory of his assets and liabilities and set their individual values. Such list must be made at the end of each business year.

2) The entrepreneur can make inventory list during the year, too.

Article 13

1) Besides annual inventory, the entrepreneur must make the inventory of his assets and liabilities in some other cases, such as whenever prices of goods are changed, in case of statutory changes, opening liquidation or bankruptcy procedure.

V BASIC FINANCIAL STATEMENTS

Article 14

1) Basic financial statements are: Balance Sheet, Income Statement (or Profit and Loss Accounts), Statement of Changes in Financial Position and Notes to financial statements.

2) Balance Sheet is systematic review of assets, capital and obligation at certain date.

3) Income Statement shows revenues and expenses and financial result of certain time period.

4) Statement of Changes in Financial Position provides information on changes in financial position during the accounting period.

5) Notes to financial statements provide detailed explanation and supplements of data from Balance Sheet, Income Statement and Statement of Changes in Financial Position.

6) Basic financial statements must provide true, fair, reliable and neutral presentation of assets, liabilities, capital (equity), changes in financial position and profit or loss.

7) Basic financial statements are stored forever and in original. Company’s first Balance Sheet is stored forever and in original.

8) Basic financial statements are prepared for business year.

9) As the exemption of paragraph 8 of this Article, the entrepreneurs with operations with  seasonal characteristics may prepare financial statements for business year that is different from calendar year. Minister of Finance issues decree on that on the entrepreneur’s request.

10) Small entrepreneurs from Article 16 of this Law are not obliged to prepare Statement of Changes in Financial Position.

11) Legally authorised representative of entrepreneur must sign financial statements.

VI ACCOUNTING STANDARDS

Article 15

1) International Accounting Standards, published in National Gazette, are applied in Republic of Croatia.

2) Croatian Committee for Accounting and Accounting Standards is authorised to supervise, adjust and interpret application of International Accounting Standards.

3) Croatian Committee for Accounting and Accounting Standards is expert body and consists of fifteen members, named by the Government of Republic of Croatia, on the proposal of Minister of Finance, for period of three years. After this period, association on the basis of Minister of Finance’s authority, appoints members.

4) Croatian Committee for Accounting and Accounting Standards sets Regulation on work, decision-making and other details, confirmed by the Government of Republic of Croatia.

VII CLASSIFICATION OF ENTREPRENEURS

Article 16

1) Entrepreneurs that are obliged to conduct accounting records and prepare financial statements according to this Law are classified into groups as small, medium large and large entrepreneurs.

2) To be a small entrepreneur, two of three conditions shouldn’t be met:

a. The aggregate Balance Sheet after deduction of loss presented in assets in amount of 2.000.000 DM

b. Revenue in 12 months prior Balance Sheet date in amount of 4.000.000 DM

c. Annual average number of employees  - 50.

3) Medium large entrepreneurs are those entrepreneurs who fulfil two of three criteria from paragraph 2 of this Article, but never fulfil two of three following conditions:

a. The aggregate Balance Sheet after deduction of loss presented in assets in amount of 8.000.000 DM

b. Revenue in 12 months prior Balance Sheet date in amount of 16.000.000 DM

c. Annual average number of employees – 250.

4) Large entrepreneurs are those entrepreneurs who fulfil at least two of three criteria from paragraph 3 of this Article.

5) Banks, financial organizations, insurance and reinsurance companies are considered as large entrepreneurs according to this Law.

6) Average number of employees is calculated as one quarter of sum of employees in period from 31st March to 30th June, and from 30th September to 30th December, including employees working abroad.

VIII CONTENT OF FINANCIAL STATEMENTS

Article 17

1) Entrepreneurs, except banks, financial organizations, insurance and reinsurance companies, prepare Balance Sheet with following item at least:

ASSETS

A. RECEIVABLES FOR SHAREHOLDERS EQUITY, NON-PAID (or Called up share capital, not paid)

B. LONG TERM ASSETS 

I 
INTANGIBLE ASSETS

1. formation costs 

2. expenditures for research and development

3. patents, licences, concessions, trademarks and other similar rights

4. goodwill

5. advances onintangible assets.

     II TANGIBLE ASSETS

1. land and forests

2. buildings

3. equipment and machinery

4. tools, office equipment, furniture, transportation means

5. advances on tangible assets

6. tangible assets - construction in progress

7. residential buildings and apartments

8. other tangible assets

III FINANCIAL ASSETS

1. shares in subsidiaries

2. loans to subsidiaries

3. participating interests

4. investments in other securities

5. given loans, deposits

6. compulsory long-term investments

7. treasury shares

8. other long-term investments

 IV RECEIVABLES

1. receivables from subsidiaries

2. receivables from sales on credit

3. other long-term receivables

C. CURRENT ASSETS (SHOR-TERM ASSETS)

I
INVENTORIES

1. raw materials and consumables

2. unfinished goods and half-finished goods

3. trade goods

4. finished products

5. advances

                 II 
RECEIVABLES

1. receivables from subsidiaries 

2. receivables from buyers

3. receivables for prepaid amounts on income

4. receivables from employees

5. receivables from government and other institutions

6. other receivables

III FINANCIAL ASSETS

1. shares in connected companies

2. loans to connected companies

3. securities

4. given loans, deposits

5. treasury shares

6. other short-term investments

IV CASH AT BANKS AND IN HAND  

D
PREPAYMENTS AND ACCRUED INCOME

E 
LOSS ABOVE THE VALUE OF EQUITY (CAPITAL)

F
TOTAL ASSETS

G 
OFF BALANCE SHEET ITEMS

LIABILITIES

A. CAPITAL AND RESERVES

I  CALLED UP CAPITAL

II  SHARE PREMIUM 

III REVALUATION RESERVES

IV RESERVES

1. compulsory reserves

2. reserves for treasury shares

3. statutory reserves

4. other reserves

V  RETAINED PROFIT OR LOSS BROUGHT FORWARD

VI PROFIT OR LOSS FOR THE CURRENT YEAR

B LONG-TERM PROVISIONS FOR RISKS AND CHARGES

1. provisions for retirements and similar expenditures

2. provisions for taxes and contributions

3. other provisions

C  LONG-TERM LIABILITIES

1. liabilities for subsidiaries

2. loans

3. bank loans

4. liabilities for advances

5. accounts payable (liabilities to suppliers)

6. securities payable

7. other long-term liabilities, including tax and social insurance

D  SHORT-TERM LIABILITIES (CURRENT LIABILITIES)

1) liabilities for subsidiaries

2) loans

3) banks loans

4) liabilities for advances, deposits

5) accounts payables

6) liabilities for cheques and bills of exchange

7) liabilities for salaries

8) liabilities for taxes, contributions and other

9) liabilities for shares in result

10) other short-term liabilities

E ACCRUALS AND DEFERRED INCOME

F TOTAL LIABILITES

G  OFF BALANCE SHEET ITEMS

2) Balance Sheet positions from paragraph 1 of this Article are obligatory for large and medium large entrepreneurs.

3) Small entrepreneurs prepare abbreviated Balance Sheet in such way that fulfil those positions marked with letters and roman numbers.

Article 18

1) Income Statement for entrepreneurs from Article 17 consists of following items minimally:

Income Statement

1. Sales revenue

2. revenue from using own products, good and services

3. other operational revenues

4. changes in inventories for production and goods

5. operating charges

i. cost of raw materials

ii. costs of goods sold

iii. other external expenses (costs of services)

6. Expenses for employees

i. Salaries and wages

ii. Taxes, social and pension funds expenses

7. depreciation and revalorisation of long-term assets

8. revalorisation of short-term assets

9. provisions for charges and risks

10. other operational expenses

11. a) income from participating interests from subsidiaries

b) income from participating interests from non-related companies

12. a) income from other investments and loans from assets from subsidiaries

b) income from other investments and loans from assets from other companies

13. a) income from other investments and similar income from subsidiaries

b) income from other investments and similar income from other companies

14. a) interests, foreign currency exchange gains/losses, and similar costs from transactions with subsidiaries

b) interests, foreign currency exchange gains/losses and similar costs from transactions with non-related companies

15. profit or loss from operations, before taxation

16. income tax or loss from operations

17. profit or loss from operations, after taxation

18. extraordinary income

19. extraordinary expenses

20. profit or loss from extraordinary activities

21. other taxes not reported in above transactions

22. profit or loss for financial year.

2) Income Statement from paragraph 1 of this Article are obligatory for large and medium large entrepreneurs.

3) Small entrepreneurs prepare abbreviated Income Statement with following items:

i. revenues from operations (regular activities)

ii. expenses for operations

iii. revenues from other activities

iv. expenses for other activities

v. extraordinary revenues

vi. extraordinary expenses

vii. income tax or loss

viii. profit or loss for financial year.

Article 19

1) Banks and financial organizations prepare Balance Sheet with minimally following items:

ASSETS

1. money in cash and on accounts

2. T-bills and similar securities for refinancing at central bank

a) T-bills and similar securities

b) Other approved securities for refinancing at central bank

3. loans and advances to credit institutions:

a) on demand

b) other loans and advances

4. loans and advances to clients

5. securities

a) issued by public entities

b) issued by borrowers

c) issued own securities

6. shares and other securities with variable income

7. investments:

a) in credit institutions

b) other investments

8. shares in subsidiaries

a) shares in credit institutions

b) shares in other related companies

9. intangible assets

a) costs of formation

b) goodwill

c) other intangible investments

10. tangible assets

a) land and buildings

b) equipment and machinery

c) furniture, transportations and similar

d) residential buildings and apartments

e) other tangible assets

11. called up share capital, not paid

12. other assets

13. prepayments and accrued income

14. total assets

15. off balance sheet items

LIABILITIES

1. payables to credit institutions

a) on demand

b) with confirmed due dates 

2. payables to clients

a) savings deposits

b) other liabilities

3. certified payables

a) notes, bonds and similar

b) other securities

4. other payables

5. accruals and deferred income

6. provisions (reserves) for risks and charges

a) provisions for retirements and similar costs

b) provisions for taxes and contributions

c) other provisions

7. second line liabilities

8. shareholders equity

a) paid capital

b) called up capital

9. share premiums (capital gains)

10. reserves

11. revaluation reserves

12. profit brought forward or loss

13. profit or loss for the year

14. total liabilities

15. off balance sheet items

a) unexpected liabilities (contingencies)

- accepts and approvals

- guaranties and collateral

b) liabilities

- from transactional sale

- repurchase agreements.

Article 20

1) Income Statement for banks and financial organizations consists of following items:

1. interest income and similar revenues

2. income expenses and similar expenses

3. revenue from securities

a) revenue from shares and other securities with variable income

b) revenue from participating interests

c) revenue from shares in subsidiaries

4. fee income

5. fee expenses

6. net profit or loss from financial operations

7. other revenues

8. general administrative expenses

a) expenses for employees

· salaries and wages

· taxes, social insurance and similar

b) other administrative expenses

9. depreciation

10. other expenses

11. revaluation of loans and advances and provisions for contingencies and other obligations

12. repeatable revaluation of loans and advances and provisions for contingencies and other obligations

13. revaluation for transferable securities as long term financial assets, participating interests and shares in related companies

14. repeatable revaluation for transferable securities as long term financial assets, participating interests and shares in related companies

15. profit or loss from ordinary activities

16. income tax or loss from ordinary activities

17. profit or loss after taxation

18. extraordinary revenues

19. extraordinary expenses

20. profit or loss from extraordinary activities

21. tax on extraordinary profit or loss

22. extraordinary profit or loss after taxation

23. other taxes not reported above

24. profit or loss for current year

Article 21

1) Insurance and reinsurance companies prepare Balance Sheet with following items, minimally:

ASSETS

A. CALLED UP CAPITAL, NOT PAID

B. INTANGIBLE ASSETS

1. costs of formation

2. goodwill

3. other intangible expenditures

C  INVESTMENTS

I 
LAND AND BUILDINGS

II
INVESTMENT IN RELATED COMPANIES AND PARTICIPATING INTERESTS

1. shares in subsidiaries

2. debt securities issued by related companies and loans to subsidiaries

3. participating interests

III        OTHER FINANCIAL INVESTMENTS

1. shares and other securities with variable income

2. debt securities

3. participation in joint ventures

4. secured loans

5. other loans

6. deposits with credit institutions

IV 
DEPOSITS FROM INSURANCE TAKEN OVER AS REINSURANCE

D
INVESTMENST IN THE NAME AND FOR THE ACCOUNT OF OWNER OF 

LIFE INSURANCE POLICY

E
RECEIVABLES

I
RECEIVABLES FROM OWN INSURANCE ACTIVITIES

1. from insured
2. from agents – intermediates for insurance

3. from others

II
RECEIVABLES FROM REINSURANCE ACTIVITIES

III
OTHER DEBTORS – OTHER RECEIVABLES

F
OTHER ASSETS

I
CASH AT BANK AND IN HAND

II
TREASURY SHARES

G
PREPAYMENTS AND ACCRUED INCOME

1. interests and not due lease

2. deferred costs –

a. life insurance

b. non-life insurance (household insurance)

3. other deferred costs

H
TOTAL ASSETS

1. OFF BALANCE SHEET ITEMS

LIABILITIES

A. CAPITAL AND RESERVATION – OWN CAPITAL

I 
CAPITAL

a. Paid capital

b. Called up capital, not paid  

  II PREMIUM FOR ISSUED SHARES 

III REVALUATION RESERVES

IV RESERVATIONS

V PROFIT OR LOSS BROUGHT FORWARD

VI PROFIT OR LOSS FOR PERIOD

B SECOND LINE OBLIGATION (LIABILITIES)

C TECHNICAL RESERVATIONS

1. transferable premiums

a. gross amount

b. portion for insurance transferred into reinsurance

2. mathematical life insurance provisions

a. gross amount

b. portion for insurance transferred into reinsurance

3. reservation for claims

a. gross amount

b. portion of reinsurance

4. reservation for premium recovery dependent and independent on result

a. gross amount

b. portion of reinsurance

5. legally prescribed reservation for uncertainty of damage

6. other insurance-technical reservations

a) gross amount

b) portion of reinsurance

D NON-INSURANCE TECHNICAL RESERVATIONS

1. reservations for pensions and other

2. reservations for taxation

3. other reservations

E HOLD DEPOSITS FROM OPERATIONS TRANSFERRED INTO REINSURANCE

F OTHER OBLIGATIONS

a) to subsidiaries

b) to companies with participating interests

1. loans

2. liabilities to credit institutions

3. liabilities from independently concluded insurance 

4. liabilities from reinsurance

5. other creditors, including tax and social insurance

G ACCRUALS AND DEFERRED INCOME 

H  TOTAL LIABILITIES

I OFF BALANCE SHEET ITEMS

Article 22

1) Income Statement for insurance and reinsurance companies consists of following items minimally:

1. TECHNICAL ACCOUNT – NON LIFE INSURANCE ACTIVITIES

1. Premium

i. gross premium – calculated

ii. minus – amounts given into reinsurance

iii. changes in unearned premium, and if national legislation allows expected losses reservation

iv. earned premium 

2. Other technical income, net without reinsurance

3. Income investments (+) III8 – Technical revenues from interests

4. expenditures for claims

i. claims settled – for insured cases

i. gross amount

ii. reinsurance (-)

iii. net amount

       ii 
changes in reservation for own account

1. without reinsurance

2. /(+) or (-)/

       iii
expenditures for own accounts

5. changes in other insurable- technical reservations, for own account – 

without reinsurance:


               - changes in reservation for possible losses – for current risks

                           - changes in other insurable-technical reservation 

6. expenditures for premium recovery for own account – without reinsurance

i. independently from result

ii. dependently from result

7. operating expenditures – expenditures for operation

i. costs of agent selling – fees

ii. administrative costs

iii. reinsurance fees and shares in profit

iv. changes in deferred costs of agent selling

v. operation costs, net of reinsurance. Expenditures for operation – for own accounts

8. other insurable-technical expenditures for own accounts – without reinsurance.

9. subtotal (first technical result)

10. changes in reservation and reserves for uncertainty of damage

i. changes in compulsory or statutory prescribed provisions

ii. changes in other provisions and reserves

11. subtotal (second technical result) (III 1)

II INSURABLE-TECHNICAL ACCOUNT – LIFE INSURANCE

1. premium:

i. gross premium – calculated

ii. minus – amounts given into reinsurance

iii. changes in premium

iv. earned premium

2.
 income from investments

   
 income from participating interests

income from investments in land and buildings, increase in value and profit from sale (capital gain realisation)

3.unearned gains from investments

4. other insurable-technical revenues

5. subtotal: total insurable-technical revenues

6. Expenditures for claims

1. expenditures for insurance – claims (gross amount, reinsurance, net amount)

2. changes in provisioning for claims for own accounts

3. expenditures for claims for own accounts

7. changes in insurable-technical provisions for own accounts, if not shown at 1.c or 6.b

1. mathematical life insurance reservation for own account

2. other insurable-technical reservation for own account

8. expenditures for premium recovery for own account

1. dependently on result

2. independently on result

9. operation expenditures

1. costs of agents – fee

2. administrative costs

3. reinsurance provisions and shares in profit

4. changes in deferred costs of agents

5. business expenditures, net reinsurance or expenditures for operations – for own accounts

10. expenditures for capital investments

1. costs, including interests, for land and buildings

2. other costs for investment management, including interests

3. adjustments

4. losses when selling – capital investment realisation

11. unrealised losses on investments

12. other insurable-technical expenditures

13. income from investment transferred to non-technical account (III.5) (-)

14. subtotal: technical result (III.-2)

III 
NON-TECHNICAL ACCOUNT – TOTAL CALCULATION

1. Technical calculation result – non-life insurance (I.11)

2. Technical calculation result – life insurance 8II.14)

3. income from investments:

a. income from participating interests, in related companies

b. income from other investment, in related companies

i. income from land and buildings

ii. income from other investments

iii. income from increased value

iv. sales income 

4. unrealised gains from investment

5. distributed interests – from investment, from II.13 (+)

6. expenditures for investments

a. costs, including interests, for land and buildings

b. other costs for management, including interests

c. adjustment

d. losses from sales

7. unrealised losses on investments

8. distributed income from investment (I.3), revenues from interests

9. other income

10. other expenditures, including adjustments

11. tax on result from ordinary activities

12. result from operating activities, after taxation

13. extraordinary income

14. extraordinary expenditures

15. financial result from extraordinary income and expenditure

16. tax on financial result from extraordinary income and expenditure

17. other taxes not presented in above positions

18. result for financial year.

Article 23

1) An Entrepreneur with statutory changes (connection, take-over, acquisition) prepares financial statements at date preceding the date of statutory change.

2) Financial reports are prepared when opening bankruptcy and liquidation procedure.

Article 24

1) Entrepreneurs, legal entities that are parents of subsidiaries prepare consolidated financial reports of a group as those of a single enterprise.

2) Consolidation is done because of presentation financial information about assets, liabilities, equity, expenses, income and financial results for all participants are as that of a single entity. 

3) A subsidiary is legal entity that is controlled by other legal person – parent company.

4) A parent is an enterprise that has one or more subsidiaries.

5) A group is a parent and all its subsidiaries.

Article 25

1) Principles for consolidation financial statements are:

· Economic integrity

· Continuity in consolidation methods

· Unique time of consolidation

· Unique measurement.

IX MEASUREMENT PRINCIPLES

Article 26

1) Basic accounting prerequisites for preparing financial reports are:

a. Going concern

b. Consistency

c. Accrual basis of accounting

2) When preparing financial reports basic principles of measurement (Balance Sheet items and Income Statement items) should be applied:

a. prudence

b. substance over form

c. materiality

d. single items measurement

e. time connection of balance sheet items.

X ANNUAL REPORT

Article 27

1) Large entrepreneurs from Article 16 of this Law prepare annual report which, besides financial reports, must provide following information:

1. about all relevant business events during the year

2. reliable and predictable review of business operation

3. activities in area of research and development

4. information about acquisition of treasury shares.

2) Legal representative of the entrepreneur presents annual report.

XI AUDIT OF FINANCIAL STATEMENST

Article 28

1. Once a year financial reports of all large entrepreneurs and medium large entrepreneurs, if they are organized as joint stock companies, must be audited. 

2. Small entrepreneurs organized as joint stock companies are obliged for shortened audit every third year. Short audit is review into operations.

3. Other medium large and small entrepreneurs are obliged to audit financial reports according to own regulation or Statute.

XII FINANCIAL STATEMENTS DISCLOSURE

Article 29

1) All large and medium large entrepreneurs organized as joint stock companies are obliged to publicly disclose financial statements.

2) Financial statements are disclosed according to content of Balance Sheet and Income Statement prescribed for small entrepreneurs.

3) Auditor’s opinion is published together with financial statements.

XIII FINANCIAL STATEMENTS AND ANNUAL REPORTS PRESENTATION

Article 30

1) Legal representatives of entrepreneurs are obliged to present financial statements and annual report to their owners in following periods:

a. In period of six months after business year – large entrepreneurs

b. In period of four months after business year – medium and small entrepreneurs

c. In period of nine months after business year – a group that prepares consolidated financial statements.

2) Legal representatives of entrepreneurs are obliged to deliver financial statements to court register immediately after presentation to owners, but not later than nine months after business year.

3) Financial statements are delivered in abbreviated form, as prescribed for small entrepreneurs.

XIV LANGUAGE AND CURRENCY

Article 31

1) Accounting records and financial statements are prepared in Croatian language and presented in Croatian currency.

XV PENAL PROVISIONS (MEASURES)((
Article 32

1) Legal representative of entrepreneur in whose financial statements position of assets, equity and liabilities were presented unfaithfully with intention to mislead and get some personal gain or produce damage to somebody would be punished with 10 million Croatian dinars or prison lasting up to three years.

Article 33

1) Legal representative of entrepreneur in whose financial statements business events were based on unreliable documentation (contrary Article 3) would be punished in amount of 50% of the amounts presented in that unreliable documentation.

Article 34

1) Legal representative of entrepreneur who does not make inventory of assets and liabilities and does not present true amounts in accounting records (Article 12 and 13) would be punished in amount of 20% of value of those assets and liabilities that have not been inventoried and adjusted in records.

Article 35

1) Legal representative of entrepreneur would be punished with amounts from 500.000 to 10 million Croatian dinars if:

a. Does not conduct accounting records (Article 7)

b. Does not store accounting records (Article 11)

c. Does not prepare basic financial statements (Article 14 to 25)

d. Does not follow principles and methodologies of measurement (Article 26)

e. Does not prepare annual report (Article 27).

Article 36

1) Legal representative of entrepreneur who does not disclose (publish) or present financial statement (Article 29 and 30) would be punished with amounts from 500.000 to 10 million Croatian dinars.

XVI TRANSITIONAL PROVISIONS

Article 37

1) Entrepreneurs from Article 1 of this Law may prepare starting (opening) Balance Sheet at 01st of January 1993, according to provisions from Article 10 paragraph 2 and Article 12 of this Law that is obligatory for newly established entrepreneurs.

Article 38

Coming into force this Law, Law on Accounting (National Gazette 53/91 and 33/92) is getting out of force, except for institutions, social organisations, groups of citizens and other non-profitable legal entities, for whom that Law would be in force until legislation from Article 1 paragraph 5 of this Law would be approved.

Article 39

This Law comes in force with day of publishing into National Gazette, and its application starts on 1st of January 1993.

Class: 401-01/92-01/01

Zagreb, 23rd December 1992.

(( According to Article 5 of the Decree on getting out of force the Decree on introduction Croatian dinar as legal currency on territory of Republic of Croatia, and on method and time of calculation amounts in dinar into kuna and lipa (National Gazzette 37/94), amounts of punishments presented in Croatian dinar in all regulations, so as well in Law on Accounting, are considered to be presented in kunas, but figures in Croatian dinars are divided by 1.000
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