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PRIVREDNI SAVETNIK — REVIZIJA AD

A MEMBER OF AGN INTERNATIONAL LTD

To the Stakeholder of
“TELEGROUP” d.0.0. BELGRADE

' INDEPENDENT AUDITOR'S REPORT

Introduction

1, We have audited the accompanying balance sheet of Preduzeée za telekomunikacioni inZenjering
“TELEGROUP” d.0.0. Belgrade, Svetozara Miletica No. 9a (in further text: the Company), as of 31
December 2008, the related statements of income, changes in equity and cash flows that are set out on
pages 3 to 6.

Management’s Responsibility for Financial Statements

2. Management is responsible for the preparation and fair presentation of these financial statements
in accordance with Serbian accounting regulations. This responsibility includes: designing, implementing
and maintaining internal control relevant to the preparation and fair presentation of financial statements
that are free from material misstatement, whether due to fraud or error; selecting and applying

appropriate accounting policies; and making accounting estimates that are reasonable in the
circumstances.

Auditor’s Responsibility

3. Our responsibility is to express an opinion on these financial statements based on our audit. We
conducted our audit in accordance with International Standards on Auditing (ISA) and Codex of Ethics for
Professional Accountants. These regulations require that we plan and perform the audit to obtain
reasonable assurance whether the financial statements are free from material misstatement. An audit
involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial
statements. The procedures selected depend on the auditor’s judgement, including the assessment of the
risks of material misstatement of the financial statements, whether due to fraud or error. In making those
risk assessments, the auditor considers internal control relevant to the entity’s preparation and fair
presentation of the financial statements in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’s internal
control. An audit also includes evaluating estimates made by management, as well as evaluating the overall
presentation of the financial statements.

Opinion
4. In our opinion the financial statements present fairly, in all material respects, the financial position

of "TELEGROUP” d.0.0. Belgrade as of 31 December 2008, the results of its operations and cash flows for
the year then ended, in accordance with the International Financial Reporting Standards.
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5. Without qualifying the opinion stated above, we draw your attention to the global financial crises,
that started in the second half of 2007, and that has, among other, resulted in decreased levels of
investments on capital markets, decreased liquidity of banking system, increased levels of inter-bank
interest rates and large vitality on capital markets. Due to unpredictability of global financial markets it is

not possible to predict the precise results of financial crises nor is it possible to entirely prevent its
effects.

Belgrade, 25 March 2009

General Manager
Privredni savetnik - Revizija

Milos B\
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“TeleGroup” d.0.0. Belgrade
Financial Statements as of 31 December 2008

INCOME STATEMENT
Notes
REVENUE
Sales 5.1;7
Revenue from the use of goods
Other income 5.1;8
OPERATING EXPENSES
Cost of goods sold
Material consumed 9

Amounts are in RSD thousands

2008 2007

1,085,976 904,768
765 538
6,476 7,240

1,093,217 912,546

(414,582)  (378,937)
(71,633)  (76,363)

Gross salaries & other personal costs 10 (178,727) (144,745)
Depreciation and provisions 5.10; 11 (29,298) (24,825)
Other operating expenses 12 (307,939) (246,216)
(1,002,179) (871,086)
OPERATING PROFIT 91,038 41,460
FINANCIAL INCOME 5.2;5.3; 13 95,190 11,337
FINANCIAL EXPENSES 5.2;5.3; 14 (85,985) (12,493)
9,205 (1,156)
OTHER INCOME . 15 8,977 30,497
OTHER EXPENSES 16 (16,109) (8,282)
(7,132) 22,215
PROFIT BEFORE TAX 93,111 62,519
TAX ON PROFIT 6;17
Tax expense for the period (5,109) (3,397)
Deferred tax outcome (2,021)
Deferred tax income 1,870
NET PROFIT
© 85,981 60,992
Notes on pages 7 to 23 represent an integral parts of these financial statements. 3

Auditor's opinion - pages 1-2.



“TeleGroup” d.o.0. Belgrade
Financial Statements as of 31 December 2008

Amounts are in RSD thousands

BALANCE SHEET
Notes 2008 2007
ASSTETS .
Non-current Assets
Intangible assets - 5.8; 18 7,715 11,412
Property, plant and equipment 5.8; 18 184,087 183,727
Investment property 5.9; 18 13,643 13,837
Long-term financial assets 5.12; 19 27,782 12,997
Total 233,227 221,973
Current Assets
Inventories 5.11; 20 82,000 83,312
Permanent assets held for sale 21 15,522 -
Receivables 5.7; 22 653,597 459,513
Receivables for overpaid income tax 17 - 1,593
Short-term investments 23 557 2,505
Cash and cash equivalents 24 47,295 24,883
VAT and prepayments & deferred
expenditures 3,704 9,320
Deferred tax assets 17; 25 9,015 11,037
Total 811,690 592,163
TOTAL ASSETS 1,044,917 814,136
OFF BALANCE SHEET ASSETS 32 310,317 162,700
LIABILITIES "'
Equity
Share capital 26 66,143 66,143
Reserves - 27 9,665 13,028
Unrealized gains on securities 27 737 -
Unrealized losses on securities - ¥719 1,210 -
Retained earnings 456,498 370,516
Total capital 531,833 449,687
Long-term provisions 5.13 2,155 1,599
Long-term loans 28 90,192 108,745
Current Liabilities
Short-term financial liabilities 29 175,870 51,804
Liabilities from operations 30 224,466 179,522
Other liabilities, accruals and deferred
income 31 11,428 8,719
VAT and other taxes 7,261 14,060
Liabilities for income tax 6; 17 1,712 -
Total 420,737 254,105
TOTAL EQUITY AND LIABILITIES 1,044,917 814,136
OFF BALANCE SHEET LIABILITIES 32 310,317 162,700
Notes on pages 7 to 23 represent an integral parts of these financial statements. 4

Auditor's opinion - pages 1-2.
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“TeleGroup” d.0.0. Belgrade
Financial Statements as of 31 December 2008

CASH FLOW STATEMENT

Cash flows from operating activities

Sales and received prepayments

Interest received from operating activities
Other inflows from operating activities

Payments to suppliers and advance payments made
Wages and salaries paid

Interest paid

Tax on profit

Other taxes and contributions

Net cash inflows/(outflows) from operating activities

Cash flows from investing activities
Sale of shares and stakes (net inflows)
Net inflows from other financial investments (net inflows)
Interest received
Purchase of shares (net)
Other financial investments (net outflows)

Net cash flows from investing activities

Cash flows from financing activities
Other long-term and short-term liabilities
Other long-term and short-term loans and liabilities (net outflow)

Net cash flows from financing activities

Net /ncrease/(decre;as;e ) in cash and cash equivalents
Cash and cash equivalents at beginning of the year
Exchange gains on cash and cash equivalents
Exchange losses on cash and cash equivalents

Cash and cash equivalents end of the year

Amounts are in RSD thousands

2008 2007
1,202,358 997,617
523 -
6,311 -
(1,000,486)  (869,725)
(169,848)  (139,071)
(20,524) (7,486)
(3,397) (4,990)
(62,676)  (65,043)
(47,739)  (88,698)
- 28,791

- 847
(16,510)  (11,632)
(6,154)  (16,964)
(22,664) 1,042
146,205 93,531
(53,533) -
92,672 93,531
22,269 5,875
24,883 19,161
225 28

(82) (181)
47,295 24,883

Notes on pages 7 to 23 represent an integral parts of these financial statements.

Auditor's opinion - pages 1-2.



“TeleGroup” d.o0.o0. Belgrade
5 Financial Statements as of 31 December 2008
h Amounts are in RSD thousands

STATEMENT OF MOVEMENT IN EQUITY

Unrealized Unrealized

- Shares  Reserves Revaluation losses on  gains on Reta!ned Total
reserves - - earnings
: securities  securities
Balance 1.1.2008 66,143 9,665 3,363 - 370,516 449,687
gy
Decrease (transfers) (3,363) 3,363
= Cover of securities
) impairment losses
3 (Note 27) (2,626) (2,626)
Deferred securities
impairment losses
- (Note 19) (1,210) (1,210)
= Current year profit 85,982 85,982
E Balance 31.12.2008 66,143 9,665 - (1,210) 737 456,498 531,833
4
x|
| -
Notes on pages 7 to 23 represent an integral parts of these financial statements. 6

Auditor's opinion - pages 1-2.




“TeleGroup” d.o.0. Belgrade
Notes to the Financial Statements for the Year Ended 31 December 2008

Amounts are in RSD thousands

1. THE COMPANY OVERVIEW

Preduzeée za telekomunikacioni inZenjering “TeleGroup” d.0.o Belgrade, Svetozara Miletica 9a street (in
further text: the Company), was established on 16 January 2001 as a limited liability company by the
founder TeleGroup Limited, Reliance House, Borehamwood, Great Britain, owner 100%.

»TELEGROUP« d.0.0. Belgrade is registered in the Register of Private Companies of the Federal Ministry
for Foreign Economic Affairs under registration number 2881/VIII. The Company is registered in the
Register of Legal Entities, held by the Agency for Commercial Registers, under No. 10477/2005.

The primary activity of “TeleGroup” d.o.0 Belgrade is installation and delivery of telecommunication
systems and equipment. The Company is also registered for rendering a variety of telecommunication
services, consulting, engineering and complete support to the users of delivered and installed systems
and equipment. “TeleGroup” d.0.0 Belgrade is the certified partner, among others, with Ericsson

Enterprise AB, Jrone GmbH, 3M AG, Alvarion Ltd., Cysco Systems, RAD Data Communications, Juniper
Networks, Nortel Networks, Motorola, Harris.

The Company has an operating unit in Novi Sad.

In 2008, the Company had 167 employees, and in 2007, it had 160 employees.

Tax ID number of the Company is 101733237.

2. BASIS OF PRESENTATION OF FINANCIAL STATEMENTS, GOING CONCERN BASIS AND
REPORTING CURRENCY

2.1.  BASIS OF PRESENTATION OF FINANCIAL STATEMENTS

The Company has prepared these financial statements in accordance with the Law on Accounting and
Auditing, which requires full scope of IFRS to be applied, and the regulations issued by the Ministry of
Finance.

The financial statements have been prepared under the historical cost convention, as modified by the
revaluation of available-for-sale financial assets.

2.2, GOING CONCERN CONCEPT

The financial statements are prepared in accordance with the going concern concept, which assumes that
the Company will continue its operations for the foreseeable future.

2.3.  FUNCTIONAL AND PRESENTATION CURRENCY
Items included in the financial statements of the Company are measured and presented in Serbian
Dinars ("RSD") that is the functional currency of the Republic of Serbia. Financial statements are

presented in RSD rounded to the nearest thousand.

Foreign exchange rates as of 31 December are:

2008 2007
1 EUR = 88.601 79.2362
1 USD = 62.9000 53.7267
1 GBP = 90.8635 107.3080




“TeleGroup” d.o0.0. Belgrade
Notes to the Financial Statements for the Year Ended 31 December 2008

Amounts are in RSD thousands

3. CRITICAL ACCOUNTING ESTIMATES AND JUDGEMENTS

The preparation of financial statements in conformity with IFRS requires the use of certain critical
accounting estimates. It also requires management to exercise its judgement in the process of applying
the Company'’s accounting policies. Estimates and judgements are continually evaluated and are based on

historical experience and other factors, including expectations of future events that are believed to be
reasonable under the circumstances.

4, FINANCIAL RISK MANAGEMENT

4.1. Financial risk factors

The Company’s activities expose it to a variety of financial risks. The Company’s overall risk management
programme focuses on the unpredictability of financial markets and seeks to minimise potential adverse

effects on the Company’s financial performance.

Risk management is carried out by the financial department. The financial department identifies,
evaluates and hedges financial risks in close co-operation with the Company’s operating units.

(@)  Market risk
() Foreign exchange risk

Foreign exchange risk arises from future commercial transactions and recognised assets and liabilities. The
Company is exposed to foreign exchange risk arising from various currency exposures, primarily with
respect to EUR.

Management has set up a policy to manage its foreign exchange risk against its functional currency.
(iiy  Cash flow and fair value interest rate risk

As the Company has no significant interest-bearing assets, the Company’s income and operating cash
flows are substantially independent of changes in market interest rates.

The Company'’s interest rate risk arises from long-term borrowings. During 2007 and 2006, the Company’s
borrowings at variable rate were denominated in the foreign currency.

(b) Credit risk
The Company has no significant concentrations of credit risk. It has policies in place to ensure that sales

are made to customers with an appropriate credit history. The Company has policies that limit the amount
of credit exposure for each individual transaction.

(c) Liquidity risk

Prudent liquidity risk management implies maintaining sufficient cash and the availability of funding
through an adequate amount of committed credit facilities and the ability to close out market positions.



“TeleGroup” d.o.o0. Belgrade
Notes to the Financial Statements for the Year Ended 31 December 2008

Amounts are in RSD thousands

5. SIGNIFICANT ACCOUNTING POLICIES

Significant accounting policies used in preparing and reporting the financial statements for the year 2008
are:

5.1. REVENUES

Revenue comprises the invoiced value for sold goods and services net of value added tax, rebates and
discounts. Revenue from the sale of goods is recognized when significant risks and rewards of ownership
of the goods are transferred to the buyer.

Sales of goods are recognised when the Company has delivered products to the buyer, the buyer has full
discretion over the channel and price to sell the products, and there is no unfulfilled obligation that could
affect the buyer’s acceptance of the products.

Revenue from services rendered is recognized in the income statement in proportion to the stage of
completion of the transaction at the balance sheet date.

The Company recognises revenue when the amount of revenue can be reliably measured ands it is
probable that future economic benefits will flow to the entity. The amount of the revenue is not
considered to be reliably measurable until all contingences relating to the sale have been resolved. The
Company bases its estimates on historical results, taking into consideration the type of customer, the
type of transaction and the specifics of each arrangement.

5.2. FOREIGN CURRENCY TRANSLATION

Financial transactions in foreign currency are initially recorded at current spot rate. Gains and losses on
foreign exchange arising from the settlement of foreign currency transactions during the year are
reported in the income statement as gains or losses on foreign exchange. At the balance sheet date,
outstanding foreign currehcy balances are converted into Serbian Dinars using the official Central Bank's
exchange rate as of the balance sheet date. Foreign exchange differences arising on these translations
are recognized in the income statement.

5.3.  INTEREST INCOME AND EXPENSE

Interest income and expense include incurred interest payable and receivable from various sources and
accrued at the balance sheet date.

Interest on loans for acquisition of property, plant and equipment are charged to the income statement.
5.4.  FIXED ASSETS MAINTENANCE EXPENSE

All costs incurred in relation to ordinary maintenance of fixed assets are expensed in the current period.
5.5.  BORROWING COSTS

Borrowing costs incurred for the construction of any qualifying assets are capitalised during the period of
time that is required to complete and prepare assets to its intended use. Other borrowing costs are
expensed.

5.6.  LOANS AND RECEIVABLES

Loans and receivables are non-derivative financial assets with fixed or determinable payments that are

not quoted in an active market. They are included in current assets, except for maturities greater than 12
months after the balance sheet date. These are classified as non-current assets.






