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INDEPENDENT AUDITOR'S  REPORT 
  1.       W e  h ave  au d i t e d  t h e  ac c o m p an y i n g  b al an c e  sh e e t  o f  Pr e d u z e ć e  z a t e l e k o m u n ik ac io n i in ž e n j e r in g  “TELEGROU P”  d .o .o . Be l g r ad e , Sve t o z ar a Mil e t i c a N o . 9a ( in  f u r t h e r  t e x t : t h e  Co m p an y ), as o f  31 De c e m b e r  2006, t h e  r e l at e d  st at e m e n t s o f  in c o m e , c h an g e s in  e q u it y  an d  c ash  f l o w s t h at  ar e  se t  o u t  o n  p ag e s 2 t o  5.   Th e  m an ag e m e n t  o f  t h e  Co m p an y  “TELEGROU P”  d .o .o . Be l g r ad e  is r e sp o n sib l e  f o r  t h e  in f o r m at io n  c o n t ain e d  in  t h e  f i n an c ial  st at e m e n t s. Ou r  r e sp o n sib i l it y  is t o  e x p r e ss an  o p in io n  o n  t h e se  f in an c ial  st at e m e n t s b ase d  o n  o u r  au d i t .   2. W e  c o n d u c t e d  o u r  au d i t  in  ac c o r d an c e  w i t h  t h e  In t e r n at io n al  St an d ar d s o n  Au d it in g . Th o se  st an d ar d s r e q u ir e  t h at  w e  p l an  an d  p e r f o r m  t h e  au d i t  t o  o b t ain  r e aso n ab l e  assu r an c e  ab o u t  w h e t h e r  t h e  f in an c ial  st at e m e n t s ar e  f r e e  o f  m at e r ial  m isst at e m e n t . An  au d it  in c l u d e s e x am in i n g , o n  a t e st  b asis, e vid e n c e  su p p o r t i n g  t h e  am o u n t s an d  d isc l o su r e s in  t h e  f in an c ial  st at e m e n t s. An  au d it  al so  in c l u d e s asse ssin g  t h e  ac c o u n t i n g  p r in c i p l e s u se d  an d  sig n if i c an t  e st im at e s m ad e  b y  m an ag e m e n t , as w e l l  as e val u at in g  t h e  o ve r al l  f in an c ial  st at e m e n t  p r e se n t at io n . W e  b e l ie ve  t h at  o u r  au d it  p r o vid e s a r e aso n ab l e  b asis f o r  o u r  o p i n i o n .  3. In  o u r  o p i n i o n  t h e  f in an c ial  st at e m e n t s p r e se n t  f air l y , in  al l  m at e r ial  r e sp e c t s, t h e  f in an c ial  p o sit io n  o f  “TELEGROU P”  d .o .o . Be l g r ad e  as o f  31 De c e m b e r  2005, t h e  r e su l t s o f  it s o p e r at io n s an d  c ash  f l o w s f o r  t h e  y e ar  t h e n  e n d e d , in  ac c o r d an c e  w it h  ac c o u n t in g  r e g u l at io n s o f  t h e  Re p u b l ic  o f  Se r b ia.   Be l g r ad e , 26 Mar c h  2007             
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I N C O M E S T AT EM EN T  

 
 
  N o t e s   20 06  2 005  
REV EN U E      

Sal e s  5.1;  7  812,855     767,631 
Re ve n u e  f r o m  t h e  u se  o f  g o o d s   580         1,930 
Ot h e r  in c o m e  5.1;  8  6,411         5,636 

   819,846 775,197 
     
OPERATIN G EX PEN SES     

Co st  o f  g o o d s so l d        ( 299,652)    ( 358,084)  
Mat e r ial  c o n su m e d  9  ( 63,448)    ( 33,772)  Gr o ss sal ar ie s, f r in g e  b e n e f i t s &  o t h e r  p e r so n al  c o st s 10  ( 101,688)     ( 70,972)  
De p r e c iat io n   5.10;  17  ( 19,627)     ( 12,524)  
Ot h e r  o p e r at in g  e x p e n se s 11  ( 220,814)    ( 202,202)  

   ( 705,229) ( 677,554) 
OPERATIN G PROFIT   114,617 97,643 

     
FIN AN CIAL IN COME  5.2;  5.3;  12  11,930 18,196 
FIN AN CIAL EX PEN SES  5.2;  5.3;  13  ( 19,093) ( 3,507) 
   ( 7,163) 14,689 
     
OTH ER IN COME    14  7,591 690 
OTH ER EX PEN SES  15  ( 6,933) ( 2,110) 
   658 ( 1,420) 
     
PROFIT BEFORE TAX    108,112 110,912 
TAX  ON  PROFIT    - 
   Tax  e x p e n se  f o r  t h e  p e r i o d  6;  16  ( 4,287) - 
   De f e r r e d  t ax  in c o m e  6;  16  9,167 - 
N ET PROFIT   112,992 110,912 
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BAL AN C E S H EET  

 
 N o t e s  2 006  2 00 5  
     
ASSTETS     
N o n -c u r r e n t  A s s e t s      

In t an g ib l e  asse t s 5.8;  17  15,477      14,672 
Pr o p e r t y , p l an t  an d  e q u ip m e n t  5.8;  17  159,396 138,802 
In ve st m e n t  p r o p e r t y  5.9;  17  14,030 14,030 
Lo n g -t e r m  f in an c ial  asse t s  5.12;  18  13,286        9,442 
Ot h e r -l o n g  t e r m  r e c e ivab l e s   - 1 

To t al    202,189 176,947 
C u r r e n t  A s s e t s      

In ve n t o r i e s 5.11;  19  43,441       38,051 
Re c e ivab l e s  5.7;  20  288,755    166,163  
Sh o r t -t e r m  in ve st m e n t s 21  21,554      50,048  
Cash  an d  c ash  e q u ival e n t s 22  19,161        4,574  
V AT an d  p r e p ay m e n t s &  d e f e r r e d  e x p e n d it u r e s 23  4,711        8,866  
To t al    377,622 267,702 

D e f e r r e d  t a x  a s s e t s  6;  16  9,167 - 
TOTAL ASSETS   588,978 444,649 
     
LIABILITIES     
E q u i t y      

Sh ar e  c ap it al  24  66,143 66,144 
Re se r ve s 25  12,701      13,708 
Re t ain e d  e ar n i n g s   310,702    197,710 

  To t al  c ap it al    389,546 277,562 
L o n g -t e r m  l o a n s  26  57,275 - 
C u r r e n t  L i a b i l i t i e s      

Sh o r t -t e r m  f i n an c ial  l iab il i t ie s 27  10,000 - 
Liab il i t ie s f r o m  o p e r at io n s 28  119,336    157,803 
Ot h e r  l iab il it ie s, ac c r u al s an d  d e f e r r e d  in c o m e  30  2,684          830  
V AT an d  o t h e r  t ax e s 29  9,629       8,454 
Liab il i t ie s f o r  t ax  o n  p r o f it s 6;  16  508 - 

To t al    142,157 167,087 
TOTAL EQ U ITY  AN D LIABILITIES   588,978 444,649 
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CAS H  FL O W  STATEMENT 
 
  2006  2 0 05  

C a s h  f l o w s  f r o m  o p e r a t i n g  a c t i v i t i e s    Sal e s an d  r e c e ive d  p r e p ay m e n t s 788,931 935,851 Ot h e r  in f l o w s f r o m  o p e r at in g  ac t ivit ie s 7,030 24 Pay m e n t s t o  su p p l i e r s an d  ad van c e  p ay m e n t s m ad e  ( 658,793) ( 789,978) W ag e s an d  sal ar ie s p aid  ( 99,939) ( 56,734) In t e r e st  p aid  ( 2,478) - Tax  o n  p r o f it  ( 3,779) - Ot h e r  t ax e s an d  c o n t r ib u t i o n s ( 79,245) ( 47,290) 
N e t  c ash  in f l o w s/ ( o u t f l o w s) f r o m  o p e r at in g  ac t ivit ie s ( 48,273) 41,873    

C a s h  f l o w s  f r o m  i n v e s t i n g  a c t i v i t i e s    Sal e  o f  sh ar e s an d  st ak e s ( n e t  in f l o w s) 149 - Sal e  o f  e q u i p m e n t  - 1,030 N e t  in f l o w s f r o m  o t h e r  f i n an c ial  in ve st m e n t s ( n e t  in f l o w s) 29,396 63,249 In t e r e st  r e c e ive d  2,518 3,586 Divid e n d s r e c e ive d  - 270 Pu r c h ase  o f  sh ar e s ( n e t ) - ( 5,100) Pu r c h ase  o f  p r o p e r t y , p l an t  an d  e q u ip m e n t  ( 38,798) ( 46,601) Ot h e r  f in an c ial  in ve st m e n t s ( n e t  o u t f l o w s) - ( 51,000) 
N e t  c ash  f l o w s f r o m  in ve st in g  ac t ivit ie s ( 6,735) ( 34,566)    

C a s h  f l o w s  f r o m  f i n a n c i n g  a c t i v i t i e s    Ot h e r  l o n g -t e r m  an d  sh o r t -t e r m  l iab il it ie s 69,603 56,002 Lo n g -t e r m  an d  sh o r t -t e r m  l o an s ( n e t  o u t f l o w s) - ( 68,000) 
N e t  c ash  f l o w s f r o m  f in an c i n g  ac t ivit ie s 69,603 ( 11,998)    

N e t  i n c r e a s e / ( d e c r e a s e )  i n  c a s h  a n d  c a s h  e q u i v a l e n t s  14,595 ( 4,691) 
Cash  an d  c ash  e q u ival e n t s at  b e g in n i n g  o f  t h e  y e ar  4,574 9,229 
Ex c h an g e  g ain s/ ( l o sse s) o n  c ash  an d  c ash  e q u ival e n t s ( 8) 36 
C a s h  a n d  c a s h  e q u i v a l e n t s  e n d  o f  t h e  y e a r  19,161 4,574    
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STATEMENT OF MO VEMENT IN E Q U ITY  
 

    

 Sh ar e s  Ot h e r  c ap it al  
St at u t o r y  r e se r ve s Ot h e r  r e se r ve s 

Re val u at io n  r e se r ve s ( N o t e  22) 
Re t ain e d  e ar n in g s To t al  

Bal an c e  1.1.2005 66,143  1 2,155  2,971 - 91,337 162,607 
In c r e ase  - - - - 4,043 - 4,043 
Al l o c at io n  - - 4,539 - - ( 4,539) - 
Cu r r e n t  y e ar  p r o f i t  - - - - - 110,912 110,912 
Bal an c e  31.12.2005 66,143 1 6,694 2,971 4,043 197,710 277,562 
        
Bal an c e  1.1.2006 66,143 1 6,694 2,971 4,043 197,710 277,562 
De c r e ase  - ( 1) - - ( 1,007) - ( 1,008) 
Cu r r e n t  y e ar  p r o f i t  - - - - - 112,992 112,992 
Bal an c e  31.12.2006 66,143 - 6,694 2,971 3,036 310,702 389,546 
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 1. TH E COMPAN Y  OV ERV IEW   Pr e d u z e ć e  z a t e l e k o m u n i k ac io n i in ž e n j e r in g  “Te l e Gr o u p ”  d .o .o  Be l g r ad e , Sve t o z ar a Mil e t i c a 9a ( in  f u r t h e r  t e x t : t h e  Co m p an y ), w as e st ab l ish e d  o n  16 J an u ar y  2001 as a l im i t e d  l iab il i t y  c o m p an y  b y  t h e  f o u n d e r  Te l e Gr o u p  Lim it e d , Re l ian c e  H o u se , Bo r e h am w o o d , Gr e at  Br it ain , o w n e r  100% .   » TELEGROU P«  d .o .o . Be l g r ad e  is r e g ist e r e d  in  t h e  Re g ist e r  o f  Pr ivat e  Co m p an ie s o f  t h e  Fe d e r al  Min ist r y  f o r  Fo r e i g n  Ec o n o m ic  Af f air s u n d e r  r e g ist r at io n  n u m b e r  2881/ V III. Th e  Co m p an y  is r e g ist e r e d  in  t h e  Re g ist e r  o f  Le g al  En t it i e s, h e l d  b y  t h e  Ag e n c y  f o r  Co m m e r c ial  Re g ist e r s, u n d e r  N o . 10477/ 2005.  Th e  p r im ar y  ac t ivit y  o f  “Te l e Gr o u p ”  d .o .o  Be l g r ad e  is in st al l at io n  an d  d e l ive r y  o f  t e l e c o m m u n ic at io n  sy st e m s an d  e q u i p m e n t . Th e  Co m p an y  is al so  r e g ist e r e d  f o r  r e n d e r i n g  a var ie t y  o f  t e l e c o m m u n ic at io n  se r vic e s, c o n su l t i n g , e n g in e e r i n g  an d  c o m p l e t e  su p p o r t  t o  t h e  u se r s o f  d e l ive r e d  an d  in st al l e d  sy st e m s an d  e q u ip m e n t . “Te l e Gr o u p ”  d .o .o  Be l g r ad e  is t h e  c e r t i f ie d  p ar t n e r , am o n g  o t h e r s, w it h  Er ic sso n  En t e r p r ise  AB, J r o n e  Gm b H , 3M AG, Al var io n  Lt d ., Cy sc o  Sy st e m s, RAD Dat a Co m m u n ic at io n s, J u n ip e r  N e t w o r k s, N o r t e l  N e t w o r k s, Mo t o r o l a, H ar r is.  Th e  Co m p an y  h as an  o p e r at in g  u n i t  in  N o vi Sad . Th e  c o m p an y  h as a r e l at e d  p ar t y  Te l e Gr o u p  d .o .o . Ban j a Lu k a, w h o se  o w n e r  is t h e  r e l at e d  p ar t y  - p h y sic al  p e r so n , M. Gl ig o r ij e vic .  In  2006, t h e  Co m p an y  ave r ag e l y  h ad  118 e m p l o y e e s, an d  in  2005, it  h ad  87 e m p l o y e e s.  Tax  ID n u m b e r  o f  t h e  Co m p an y  is 101733237.   2. BASIS OF PRESEN TATION  OF FIN AN CIAL STATEMEN TS, GOIN G CON CERN  BASIS AN D REPORTIN G CU RREN CY   2.1.  BA SI S O F  P R E SE N T A T I O N  O F  F I N A N C I A L  ST A T E M E N T S  Th e  Co m p an y  h as p r e p ar e d  t h e se  f i n an c ial  st at e m e n t s in  ac c o r d an c e  w it h  t h e  Law  o n  Ac c o u n t i n g  an d  Au d i t in g , w h i c h  r e q u i r e s f u l l  sc o p e  o f  IFRS t o  b e  ap p l ie d , an d  t h e  r e g u l at io n s issu e d  b y  t h e  Min ist r y  o f  Fin an c e .  Th e  f i n an c ial  st at e m e n t s h ave  b e e n  p r e p ar e d  u n d e r  t h e  h ist o r i c al  c o st  c o n ve n t i o n , as m o d if i e d  b y  t h e  r e val u at io n  o f  avail ab l e -f o r -sal e  f i n an c ial  asse t s.  2.2. G O I N G  C O N C E R N  CO N C E P T   Th e  f in an c ial  st at e m e n t s ar e  p r e p ar e d  in  ac c o r d an c e  w i t h  t h e  g o i n g  c o n c e r n  c o n c e p t , w h i c h  assu m e s t h at  t h e  Co m p an y  w i l l  c o n t in u e  it s o p e r at io n s f o r  t h e  f o r e se e ab l e  f u t u r e .  2.3.  F U N C T I O N A L  A N D  P R E SE N T A T I O N  C U R R E N C Y    It e m s in c l u d e d  in  t h e  f i n an c ial  st at e m e n t s o f  t h e  Co m p an y  ar e  m e asu r e d  an d  p r e se n t e d  in  Se r b ian  Din ar s ( “RSD” ) t h at  is t h e  f u n c t i o n al  c u r r e n c y  o f  t h e  Re p u b l ic  o f  Se r b ia. Fin an c ial  st at e m e n t s ar e  p r e se n t e d  in  RSD r o u n d e d  t o  t h e  n e ar e st  t h o u san d .   Fo r e i g n  e x c h an g e  r at e s as o f  31 De c e m b e r  ar e :     2006 2005 
1 EU R    = 79,0000 RSD 85,5000 RSD 
1 U SD   = 59,9757 RSD 72,2189 RSD 
1 CH F    = 49,1569 RSD 54,9380 RSD 
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 3. CRITICAL ACCOU N TIN G ESTIMATES AN D J U DGEMEN TS   Th e  p r e p ar at io n  o f  f i n an c ial  st at e m e n t s in  c o n f o r m it y  w it h  IFRS r e q u ir e s t h e  u se  o f  c e r t ain  c r it i c al  ac c o u n t in g  e st im at e s. It  al so  r e q u i r e s m an ag e m e n t  t o  e x e r c ise  it s j u d g e m e n t  in  t h e  p r o c e ss o f  ap p l y i n g  t h e  Co m p an y ’ s ac c o u n t in g  p o l i c ie s. Est im at e s an d  j u d g e m e n t s ar e  c o n t in u al l y  e val u at e d  an d  ar e  b ase d  o n  h ist o r i c al  e x p e r ie n c e  an d  o t h e r  f ac t o r s, in c l u d in g  e x p e c t at io n s o f  f u t u r e  e ve n t s t h at  ar e  b e l ie ve d  t o  b e  r e aso n ab l e  u n d e r  t h e  c i r c u m st an c e s.  4. FIN AN CIAL RISK  MAN AGEMEN T  4.1.  Fin an c ial  r isk  f ac t o r s  Th e  Co m p an y ’ s ac t ivit ie s e x p o se  it  t o  a var ie t y  o f  f i n an c ial  r isk s. Th e  Co m p an y ’ s o ve r al l  r isk  m an ag e m e n t  p r o g r am m e  f o c u se s o n  t h e  u n p r e d ic t ab il i t y  o f  f in an c ial  m ar k e t s an d  se e k s t o  m i n i m ise  p o t e n t ial  ad ve r se  e f f e c t s o n  t h e  Co m p an y ’ s f in an c ial  p e r f o r m an c e .  Risk  m an ag e m e n t  is c ar r ie d  o u t  b y  t h e  f i n an c ial  d e p ar t m e n t . Th e  f in an c ial  d e p ar t m e n t  id e n t if i e s, e val u at e s an d  h e d g e s f in an c ial  r isk s in  c l o se  c o -o p e r at io n  w it h  t h e  Co m p an y ’ s o p e r at in g  u n i t s.  ( a) M a r k e t  r i s k   ( i) F o r e i g n  e x c h a n g e  r i s k  
 Fo r e ig n  e x c h an g e  r isk  ar ise s f r o m  f u t u r e  c o m m e r c ial  t r an sac t io n s an d  r e c o g n ise d  asse t s an d  l iab il it i e s. Th e  Co m p an y  is e x p o se d  t o  f o r e ig n  e x c h an g e  r isk  ar isin g  f r o m  var io u s c u r r e n c y  e x p o su r e s, p r im ar il y  w i t h  r e sp e c t  t o  EU R.  Man ag e m e n t  h as se t  u p  a p o l i c y  t o  m an ag e  it s f o r e i g n  e x c h an g e  r isk  ag ain st  it s f u n c t io n al  c u r r e n c y .   ( ii) C a s h  f l o w  a n d  f a i r  v a l u e  i n t e r e s t  r a t e  r i s k   As t h e  Co m p an y  h as n o  sig n i f ic an t  in t e r e st -b e ar in g  asse t s, t h e  Co m p an y ’ s in c o m e  an d  o p e r at in g  c ash  f l o w s ar e  su b st an t ial l y  in d e p e n d e n t  o f  c h an g e s in  m ar k e t  in t e r e st  r at e s.  Th e  Co m p an y ’ s in t e r e st  r at e  r isk  ar ise s f r o m  l o n g -t e r m  b o r r o w in g s. Du r in g  2006 an d  2005, t h e  Co m p an y ’ s b o r r o w in g s at  var iab l e  r at e  w e r e  d e n o m in at e d  in  t h e  f o r e ig n  c u r r e n c y .   ( b ) C r e d i t  r i s k  

 Th e  Co m p an y  h as n o  sig n i f i c an t  c o n c e n t r at io n s o f  c r e d i t  r isk . It  h as p o l ic i e s in  p l ac e  t o  e n su r e  t h at  sal e s ar e  m ad e  t o  c u st o m e r s w it h  an  ap p r o p r iat e  c r e d it  h ist o r y . Th e  Co m p an y  h as p o l ic ie s t h at  l i m it  t h e  am o u n t  o f  c r e d it  e x p o su r e  f o r  e ac h  in d ivid u al  t r an sac t io n .   ( c ) L i q u i d i t y  r i s k  
 Pr u d e n t  l iq u id it y  r isk  m an ag e m e n t  im p l ie s m ain t ain in g  su f f i c ie n t  c ash  an d  t h e  avail ab il i t y  o f  f u n d in g  t h r o u g h  an  ad e q u at e  am o u n t  o f  c o m m it t e d  c r e d i t  f ac il it i e s an d  t h e  ab il i t y  t o  c l o se  o u t  m ar k e t  p o sit io n s.  5. SIGN IFICAN T ACCOU N TIN G POLICIES  Sig n if i c an t  ac c o u n t in g  p o l i c ie s u se d  in  p r e p ar in g  an d  r e p o r t i n g  t h e  f in an c ial  st at e m e n t s f o r  t h e  y e ar  2006 ar e : 
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5.1. R E V E N U E S   Re ve n u e  c o m p r ise s t h e  in vo ic e d  val u e  f o r  so l d  g o o d s an d  se r vic e s n e t  o f  val u e  ad d e d  t ax , r e b at e s an d  d isc o u n t s. Re ve n u e  f r o m  t h e  sal e  o f  g o o d s is r e c o g n i z e d  w h e n  sig n if i c an t  r isk s an d  r e w ar d s o f  o w n e r sh ip  o f  t h e  g o o d s ar e  t r an sf e r r e d  t o  t h e  b u y e r .   Sal e s o f  g o o d s ar e  r e c o g n ise d  w h e n  t h e  Co m p an y  h as d e l ive r e d  p r o d u c t s t o  t h e  b u y e r , t h e  b u y e r  h as f u l l  d isc r e t i o n  o ve r  t h e  c h an n e l  an d  p r i c e  t o  se l l  t h e  p r o d u c t s, an d  t h e r e  is n o  u n f u l f il l e d  o b l ig at io n  t h at  c o u l d  af f e c t  t h e  b u y e r ’ s ac c e p t an c e  o f  t h e  p r o d u c t s.  Re ve n u e  f r o m  se r vic e s r e n d e r e d  is r e c o g n iz e d  in  t h e  in c o m e  st at e m e n t  in  p r o p o r t io n  t o  t h e  st ag e  o f  c o m p l e t io n  o f  t h e  t r an sac t io n  at  t h e  b al an c e  sh e e t  d at e .   Th e  Co m p an y  r e c o g n ise s r e ve n u e  w h e n  t h e  am o u n t  o f  r e ve n u e  c an  b e  r e l iab l y  m e asu r e d  an d s it  is p r o b ab l e  t h at  f u t u r e  e c o n o m ic  b e n e f i t s w il l  f l o w  t o  t h e  e n t it y . Th e  am o u n t  o f  t h e  r e ve n u e  is n o t  c o n sid e r e d  t o  b e  r e l iab l y  m e asu r ab l e  u n t il  al l  c o n t i n g e n c e s r e l at in g  t o  t h e  sal e  h ave  b e e n  r e so l ve d . Th e  Co m p an y  b ase s it s e st im at e s o n  h ist o r i c al  r e su l t s, t ak in g  in t o  c o n sid e r at io n  t h e  t y p e  o f  c u st o m e r , t h e  t y p e  o f  t r an sac t i o n  an d  t h e  sp e c if ic s o f  e ac h  ar r an g e m e n t .  5.2. FO R E I G N  C U R R E N C Y  T R A N SL A T I O N   Fin an c ial  t r an sac t i o n s in  f o r e i g n  c u r r e n c y  ar e  in i t ial l y  r e c o r d e d  at  c u r r e n t  sp o t  r at e . Gain s an d  l o sse s o n  f o r e i g n  e x c h an g e  ar isin g  f r o m  t h e  se t t l e m e n t  o f  f o r e ig n  c u r r e n c y  t r an sac t io n s d u r i n g  t h e  y e ar  ar e  r e p o r t e d  in  t h e  in c o m e  st at e m e n t  as g ain s o r  l o sse s o n  f o r e ig n  e x c h an g e .  At  t h e  b al an c e  sh e e t  d at e , o u t st an d in g  f o r e i g n  c u r r e n c y  b al an c e s ar e  c o n ve r t e d  in t o  Se r b ian  Din ar s u sin g  t h e  o f f ic ial  Ce n t r al  Ban k ’ s e x c h an g e  r at e  as o f  t h e  b al an c e  sh e e t  d at e . Fo r e i g n  e x c h an g e  d i f f e r e n c e s ar isin g  o n  t h e se  t r an sl at io n s ar e  r e c o g n iz e d  in  t h e  in c o m e  st at e m e n t .  5.3. I N T E R E ST  I N C O M E  A N D  E X P E N SE   In t e r e st  in c o m e  an d  e x p e n se  in c l u d e  in c u r r e d  in t e r e st  p ay ab l e  an d  r e c e ivab l e  f r o m  var io u s so u r c e s an d  ac c r u e d  at  t h e  b al an c e  sh e e t  d at e .   In t e r e st  o n  l o an s f o r  ac q u isit io n  o f  p r o p e r t y , p l an t  an d  e q u ip m e n t  ar e  c h ar g e d  t o  t h e  in c o m e  st at e m e n t .  5.4. FI X E D  ASSE T S M A I N T E N A N C E  E X P E N SE  
 Al l  c o st s in c u r r e d  in  r e l at io n  t o  o r d in ar y  m ain t e n an c e  o f  f ix e d  asse t s ar e  e x p e n se d  in  t h e  c u r r e n t  p e r io d .   5.5. BO R R O W I N G  C O ST S  Bo r r o w in g  c o st s in c u r r e d  f o r  t h e  c o n st r u c t io n  o f  an y  q u al if y in g  asse t s ar e  c ap it al ise d  d u r i n g  t h e  p e r io d  o f  t im e  t h at  is r e q u ir e d  t o  c o m p l e t e  an d  p r e p ar e  asse t s t o  it s in t e n d e d  u se . Ot h e r  b o r r o w in g  c o st s ar e  e x p e n se d .  5.6. LO A N S A N D  R E C E I V A B L E S   Lo an s an d  r e c e ivab l e s ar e  n o n -d e r ivat ive  f in an c ial  asse t s w it h  f ix e d  o r  d e t e r m in ab l e  p ay m e n t s t h at  ar e  n o t  q u o t e d  in  an  ac t ive  m ar k e t . Th e y  ar e  in c l u d e d  in  c u r r e n t  asse t s, e x c e p t  f o r  m at u r i t ie s g r e at e r  t h an  12 m o n t h s af t e r  t h e  b al an c e  sh e e t  d at e . Th e se  ar e  c l assif ie d  as n o n -c u r r e n t  asse t s.  5.7. R E C E I V A B L E S  Tr ad e  r e c e ivab l e s ar e  r e c o g n ise d  in i t ial l y  at  f air  val u e  an d  su b se q u e n t l y  m e asu r e d  at  am o r t ise d  c o st  u sin g  t h e  e f f e c t ive  in t e r e st  m e t h o d , l e ss p r o visio n  f o r  im p air m e n t . A p r o visio n  f o r  im p air m e n t  o f  t r ad e  r e c e ivab l e s is e st ab l ish e d  w h e n  t h e r e  is e vid e n c e  t h at  t h e  Co m p an y  w il l  n o t  b e  ab l e  t o  c o l l e c t  al l  am o u n t s d u e  ac c o r d i n g  t o  t h e  o r ig in al  t e r m s o f  r e c e ivab l e s.   
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Th e  am o u n t  o f  t h e  p r o visio n  is t h e  d if f e r e n c e  b e t w e e n  t h e  asse t ’ s c ar r y i n g  am o u n t  an d  t h e  p r e se n t  val u e  o f  e st im at e d  f u t u r e  c ash  f l o w s, d isc o u n t e d  at  t h e  e f f e c t ive  in t e r e st  r at e . Th e  c ar r y i n g  am o u n t  o f  t h e  asse t  is r e d u c e d  t h r o u g h  t h e  u se  o f  an  al l o w an c e  ac c o u n t , an d  t h e  am o u n t  o f  t h e  l o ss is r e c o g n ise d  in  t h e  in c o m e  st at e m e n t  im p air m e n t  e x p e n se s. W h e n  a t r ad e  r e c e ivab l e  is u n c o l l e c t i b l e , it  is w r i t t e n  o f f  ag ain st  t h e  al l o w an c e  ac c o u n t  f o r  t r ad e  r e c e ivab l e s. Su b se q u e n t  r e c o ve r i e s o f  am o u n t  p r e vio u sl y  w r it t e n  o f f  ar e  c r e d it e d  t o  o t h e r  in c o m e  in  t h e  in c o m e  st at e m e n t .  5.8. PR O P E R T Y , P L A N T , EQ U IPMEN T A N D  I N T A N G I B L E  A SSE T S  Pr o p e r t y , p l an t  an d  e q u i p m e n t  ar e  st at e d  at  c o st  l e ss ac c u m u l at e d  d e p r e c iat io n  an d  p r o visio n  f o r  im p air m e n t , w h e r e  r e q u i r e d . Co st  in c l u d e s e x p e n d it u r e  t h at  is d ir e c t l y  at t r i b u t ab l e  t o  t h e  ac q u isit io n  o f  t h e  it e m s.  Su b se q u e n t  c o st s ar e  in c l u d e d  in  t h e  asse t ’ s c ar r y in g  am o u n t  o r  r e c o g n ise d  as a se p ar at e  asse t , as ap p r o p r iat e , o n l y  w h e n  it  is p r o b ab l e  t h at  f u t u r e  e c o n o m ic  b e n e f it s asso c iat e d  w it h  t h e  it e m  w il l  f l o w  t o  t h e  Co m p an y  an d  t h e  c o st  o f  t h e  it e m  c an  b e  m e asu r e d  r e l iab l y . Al l  o t h e r  r e p air s an d  m ain t e n an c e  ar e  c h ar g e d  t o  t h e  in c o m e  st at e m e n t  d u r i n g  t h e  f i n an c ial  p e r io d  in  w h i c h  t h e y  ar e  in c u r r e d .  5.9. IN V E ST M E N T  P R O P E R T Y   In ve st m e n t  p r o p e r t y , c o m p r isin g  an  o f f i c e  b u i l d in g , is h e l d  f o r  l o n g -t e r m  r e n t al  y ie l d s an d  is n o t  o c c u p ie d  b y  t h e  Co m p an y . In ve st m e n t  p r o p e r t y  is st at e d  at  c o st  n e t  o f  ac c u m u l at e d  d e p r e c iat io n .  5.10. D E P R E C I A T I O N    De p r e c iat io n , b ase d  o n  r e c o r d e d  am o u n t s at  t h e  b e g in n i n g  o f  t h e  p e r i o d  an d  c o st  o f  ad d it i o n s d u r i n g  t h e  p e r io d , is c h ar g e d  t o  t h e  in c o m e  st at e m e n t  o n  a st r aig h t  l in e  b asis u sin g  t h e  f o l l o w in g  d e p r e c iat io n  r at e s:              Bu il d in g s               1.30 – 2,50%       Co m p u t e r s an d  e q u ip m e n t  10,00 – 20,00%      In t an g ib l e  asse t s        20,00%      Th e  r e sid u al  val u e  o f  an  asse t  is t h e  e st im at e d  am o u n t  t h at  t h e  Co m p an y  w o u l d  c u r r e n t l y  o b t ain  f r o m  d isp o sal  o f  t h e  asse t  l e ss t h e  e st im at e d  c o st s o f  d isp o sal , if  t h e  asse t  w e r e  al r e ad y  o f  t h e  ag e  an d  in  t h e  c o n d i t io n  e x p e c t e d  at  t h e  e n d  o f  it s u se f u l  l i f e . Th e  r e sid u al  val u e  o f  an  asse t  is n il  if  t h e  Co m p an y  e x p e c t s t o  u se  t h e  asse t  u n t il  t h e  e n d  o f  it s p h y sic al  l i f e . Th e  asse t s’  r e sid u al  val u e s an d  u se f u l  l ive s ar e  r e vie w e d , an d  ad j u st e d  if  ap p r o p r iat e , at  e ac h  b al an c e  sh e e t  d at e .  5.11. I N V E N T O R I E S 
 In ve n t o r i e s ar e  st at e d  at  t h e  l o w e r  o f  c o st  o r  n e t  r e al iz ab l e  val u e . Co st  in c l u d e s t h e  val u e  c h ar g e d  b y  su p p l ie r s, t r an sp o r t  an d  o t h e r  h an d l in g  c o st s. N e t  r e al isab l e  val u e  is t h e  e st im at e d  se l l i n g  p r i c e  in  t h e  o r d in ar y  c o u r se  o f  b u sin e ss, l e ss ap p l i c ab l e  var iab l e  se l l i n g  e x p e n se s.   Th e  c o st  o f  in ve n t o r i e s is d e t e r m i n e d  b y  u sin g  t h e  w e i g h t e d  ave r ag e  m e t h o d   5.12. LO N G -T E R M  F I N A N C I A L  A SSE T S   Lo n g -t e r m  f in an c ial  asse t s r e p r e se n t  avail ab l e  f o r  sal e  in ve st m e n t s. Th e se  in ve st m e n t s ar e  in i t ial l y  r e c o r d e d  at  c o st  an d  ar e  su b se q u e n t l y  c ar r ie d  at  f air  val u e . U n r e al ise d  g ain s an d  l o sse s ar isin g  f r o m  c h an g e s in  t h e  f air  val u e  ar e  r e c o g n ise d  in  e q u it y .  5.13. EM P L O Y E E  B E N E F I T S  Th e  Co m p an y  d o e s n o t  h ave  it s o w n  p e n sio n  f u n d s o r  sh ar e  o p t io n s f o r  e m p l o y e e s, t h u s it  h as n o t  id e n t if ie d  su c h  l iab il it i e s as o f  31 De c e m b e r  2006.  
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Ac c o r d i n g  t o  Se r b ian  l aw s, a d e f i n e d  c o n t r ib u t io n  p l an  is a p e n sio n  p l an  u n d e r  w h i c h  t h e  Co m p an y  p ay s c o n t r ib u t io n s t o  p u b l ic  p e n sio n  in su r an c e  p l an s o n  m an d at o r y  b asis an d  at  r at e s p r e sc r ib e d  b y  l aw . Th e se  c o n t r ib u t io n s w h e n  d u e  ar e  c h ar g e d  t o  in c o m e  st at e m e n t .  On c e  t h e  c o n t r ib u t io n s ar e  p aid , t h e  Co m p an y  h as n o  f u r t h e r  p ay m e n t  o b l i g at io n s. Pr e p aid  c o n t r i b u t io n s ar e  r e c o g n ise d  as an  asse t  t o  t h e  e x t e n t  t h at  a c ash  r e f u n d  o r  a r e d u c t i o n  in  f u t u r e  p ay m e n t s is avail ab l e .   6. TA X E S A N D  C O N T R I B U T I O N S 
 Tax  o n  p r o f it  is c o m p u t e d  an d  p ay ab l e  u n d e r  t h e  Se r b ian  Co r p o r at e  Tax  Law . Th e  t ax  r at e  is 10%  o n  t h e  t ax ab l e  p r o f it  r e p o r t e d  in  t ax  r e t u r n s. Tax ab l e  in c o m e  is c o m p u t e d  o n  t h e  b asis o f  ac c o u n t i n g  p r o f i t  d isc l o se d  in  t h e  an n u al  in c o m e  st at e m e n t  in  ac c o r d an c e  w i t h  t h e  In t e r n at io n al  Fin an c ial  Re p o r t in g  St an d ar d s f u r t h e r  ad j u st e d  f o r  c e r t ain  d isal l o w e d  c o st s.   Th e  Se r b ian  Co r p o r at e  Tax  Law  d o e s n o t  al l o w  t ax  l o sse s o f  c u r r e n t  p e r i o d  t o  b e  u se d  t o  r e c o ve r  t ax e s p aid  w it h in  a sp e c if i c  p r e vio u s p e r i o d . H o w e ve r , c u r r e n t  y e ar  l o sse s m ay  b e  u se d  t o  d e c r e ase  t ax ab l e  p r o f i t s f o r  f u t u r e  p e r io d s, b u t  n o t  l o n g e r  t h an  t e n  y e ar s.   Se r b ian  t ax  l aw s an d  r e l e van t  r e g u l at io n s ar e  su b j e c t  t o  in t e r p r e t at io n s b y  t ax  au t h o r it i e s. In c o m e  t ax  st at e m e n t s ar e  su b m it t e d  b y  c o m p an ie s w it h in  10 d ay s af t e r  t h e  l ast  d at e  f o r  su b m issio n  o f  f in an c ial  st at e m e n t s t o  t h e  o f f i c ial  in st it u t i o n  ( 28 Fe b r u ar y ). Th u s, t h e r e  is a p o ssib il it y  o f  ad d i t io n al  t ax e s an d  su p e r  ad d it i o n s, at  t h e  t i m e  t h e y  ar e  e x am in e d  an d  f i n al iz e d  b y  t h e  t ax  au t h o r i t ie s.  U n t il  2006, “Te l e Gr o u p ”  d .o .o . Be l g r ad e  w as e x e m p t e d  f r o m  p ay m e n t  o f  in c o m e  t ax  f o r  t h e  f i r st  f ive  y e ar s o f  it s o p e r at io n s.  I N COME STAT EME N T   7 .  SALES 
 20 06  2 005  

Sal e s t o  r e l at e d  p ar t ie s:   
Sal e  o f  g o o d s 5,316 12,302 
Re n t al  o f  e q u ip m e n t  234 1,834 

 5,550 14,136 
Sal e s o n  d o m e st ic  m ar k e t  - o t h e r  p ar t ie s:   

Sal e  o f  g o o d s   369,255 452,701 
Sal e  o f  se r vic e s  437,875 300,794 
             807,130 753,495 

Sal e s o n  f o r e i g n  m ar k e t  - o t h e r  p ar t i e s:   
Sal e  o f  se r vic e s  175 - 
           175 - 

To t al  812,855     767,631  8. OTH ER IN COME 
20 06  2 0 05  

Re ve n u e  f r o m  r e n t al s ( in c l u d i n g  RSD 6,061 t h o u san d  f r o m  r e n t al  o f  in ve st m e n t  p r o p e r t y  - N o t e  17) 6,381 5,612 
Ot h e r  in c o m e  610 24 

To t al  6,991         5,636  
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 9. COST OF MATERIAL 
2006  
 

2005  

Mat e r ial  f o r  p r o d u c t io n  36,852 17,178 
Of f ic e  m at e r ial  12,301 7,962 
Fu e l  an d  e n e r g y  14,295 8,632 

To t al  63,448    33,772    10. GROSS SALARIES, FRIN GE BEN EFITS &  OTH ER PERSON AL COSTS  2 006  2 0 05  

Gr o ss sal ar ie s  58,074 39,403 
Tax e s an d  c o n t r ib u t io n s c h ar g e d  t o  e m p l o y e r  10,395 7,053 
In d ivid u al  j o b  c o n t r ac t s 145 186 
Par t -t im e  e m p l o y e e s 70 41 
In d ivid u al s u n d e r  o t h e r  c o n t r ac t s 3,454 1,464 
Ot h e r  b e n e f it s 29,550 22,825 

To t al  101,688    70,972  
  11. OTH ER OPERATIN G EX PEN SES 
 

2 006  2 0 05  

Pr o d u c t io n  se r vic e s - r e l at e d  p ar t y   49,821 21,586 
Pr o d u c t io n  se r vic e s - o t h e r  p ar t i e s 97,297 117,261 
Tr an sp o r t at i o n  an d  t e l e p h o n e  c o st s 10,601 8,428 
Main t e n an c e  6,878 9,192 
Re n t al s 4,156 1,712 
Co st s o f  f air s 385 887 
Mar k e t in g  an d  c o m m e r c ial s 2,363 2,698 
Co st s o f  r e se ar c h  264 10 
Ot h e r  p r o d u c t io n  se r vic e s 3,068 2,807 
N o n -p r o d u c t i o n  se r vic e s 13,285 7,320 
Re p r e se n t at io n  e x p e n se s 17,428 15,730 
In su r an c e  2,869 874 
Ban k  c h ar g e s 3,952 4,198 
Me m b e r sh ip s 223 221 
Tax e s 3,699 4,515 
Co n t r i b u t io n s 266 181 
Ot h e r  im m at e r ial  e x p e n se s 4,259 4,582 

To t al  220,814    202,202     
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12. FIN AN CIAL IN COME  2 006  2 00 5  

Fin an c ial  in c o m e  f r o m  r e l at e d  p ar t ie s 2,517 - 
In t e r e st  in c o m e  2,619 3,816 
Gain s o n  f o r e ig n  e x c h an g e  1,894 583 
Gain s f r o m  f o r e i g n  e x c h an g e  h e d g e  4,330 13,527 
Divid e n d s  570 270 
                      T o t a l  11,930 18,196    13. FIN AN CIAL EX PEN SES  200 6   200 5  

Fin an c ial  e x p e n se s f r o m  r e l at e d  p ar t i e s 222 - 
In t e r e st  e x p e n se  2,758 905 
Lo sse s o n  f o r e i g n  e x c h an g e  2,358 1,886 
Lo sse s f r o m  f o r e ig n  e x c h an g e  h e d g e  13,755 716 
           T o t a l  19,093 3,507    14. OTH ER IN COME 

2006   200 5  

Sal e  o f  e q u i p m e n t  1 239 
Sal e  o f  m at e r ial  2,236 - 
Co l l e c t e d  p r e vio u sl y  w r i t t e n -o f f  r e c e ivab l e s 161 131 
Sal e  o f  st ak e s an d  l o n g -t e r m  se c u r i t ie s 4,600 - 
Ot h e r  var io u s in c o m e  593 320 
           T o t a l  7,591       690    15. OTH ER EX PEN SES 
 

200 6   2 005  

Disp o sal  o f  e q u ip m e n t  1,757 455 
Im p air m e n t  o f  r e c e ivab l e s an d  sh o r t -t e r m  f i n an c ial  in ve st m e n t s 4,907 1,640 
Ot h e r  var io u s e x p e n se s 269 15 
           T o t a l  6,933       2,110    16. TAX  ON  PROFITS  Tax ab l e  in c o m e  is c o m p u t e d  o n  t h e  b asis o f  ac c o u n t in g  p r o f i t  r e p o r t e d  in  t h e  an n u al  in c o m e  st at e m e n t  f u r t h e r  ad j u st e d  f o r  c e r t ain  d isal l o w e d  c o st s an d  f o r  d i f f e r e n t  m e t h o d s an d  r at e s o f  d e p r e c iat io n  o f  f i x e d  asse t s p r e sc r ib e d  b y  t ax  l aw s an d  d e p r e c iat io n  t h at  is c o m p u t e d  ac c o r d in g  t o  t h e  ac c o u n t i n g  p o l ic ie s o f  
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t h e  Co m p an y . Th e  t ax  o n  t h e  Co m p an y ’ s p r o f it  b e f o r e  t ax  d if f e r s f r o m  t h e  t h e o r e t i c al  am o u n t  t h at  w o u l d  ar ise  u sin g  t h e  w e i g h e d  ave r ag e  t ax  r at e  ap p l ic ab l e  t o  t h e  Co m p an y ’ s p r o f it s as f o l l o w s: 
 

 2006  
Pr o f i t  in  t h e  in c o m e  st at e m e n t  b e f o r e  t ax  108,112 
    Pl u s: Ac c o u n t in g  d e p r e c iat io n  19,627 
    Min u s: Tax  d e p r e c iat io n  ( 18,308) 
    Pl u s: Ex p e n se s n o t  r e c o g n ise d  b y  t ax  l aw s 566 
    Min u s: Divid e n d s r e c e ive d  f r o m  o t h e r  e n t it i e s ( 570) 
 Tax  b ase  109,427 
Tax  r at e  in  2006 10%  
Tax  l iab il it y  10,943 
  Min u s: t ax  c r e d i t s ( 6,656) 
Tax  e x p e n se  f o r  t h e  p e r i o d  4,287 
Tax  p r e p ay m e n t s d u r i n g  t h e  y e ar  3,779 
Re m ain in g  t ax  l iab il it y  508 
Ef f e c t ive  t ax  r at e  3,97%  
D e f e r r e d  t a x  e f f e c t s :  
D e f e r r e d  t a x  l i a b i l i t i e s :  
   Ac c o u n t in g  n e t  b o o k  val u e  o f  f ix e d  asse t s an d  in t an g ib l e  asse t s  153,843 
Tax  n e t  b o o k  val u e  o f  f i x e d  asse t s 142,176 
To t al  d i f f e r e n c e  11,666 

         Min u s: p e r m an e n t  d i f f e r e n c e s ( 3,335) 
     Te m p o r ar y  d if f e r e n c e s 8,331 
     Tax  r at e  10%  
        De f e r r e d  t ax  l iab il it i e s 833 
  
   D e f e r r e d  t a x  a s s e t s :  
     U n u se d  t ax  c r e d it s 10,000 
     Min u s: d e f e r r e d  t ax  l iab il i t ie s ( 833) 
  De f e r r e d  t ax  asse t s/ in c o m e  ( n e t ) 9,167 
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B A L A N C E  S H E E T   17. IN V ESTMEN T PROPERTY , BU ILDIN GS, EQ U IPMEN T AN D IN TAN GIBLE ASSETS  

 Bu il d i n g s Eq u i p m e n t  
In ve st m e n t  p r o p e r t y  PP& E in  p r o g r e ss To t al  In t an g ib l e  asse t s 

C o s t :        Bal an c e  01.01.2005 74,329 54,817 - 17,190 146,336 736 Ad d it io n s d u r in g  t h e  y e ar  - - - 32,643 32,643 14,501 Tr an sf e r s ( 14,885) 32,101 14,885 ( 32,101) - - Disp o sal s - ( 1,840) - - ( 1,840) - 
Bal an c e  31.12.2005 59,444 85,078 14,885 17,732 177,139 15,237 
A c c u m u l a t e d  d e p r e c i a t i o n :       Bal an c e  01.01.2005 467 12,944 - - 13,411 74 De p r e c iat io n  773 11,043 194 - 12,010 491 Tr an sf e r s ( 467) - 467 - - - Disp o sal s - ( 1,114) - - ( 1,114) - 
Bal an c e  31.12.2005 773 22,873 661 - 24,307 565 
C o s t :        Bal an c e  01.01.2006 59,444 85,078 14,885 17,732 177,139 15,237 Ad d it io n s d u r in g  t h e  y e ar  - - - 38,798 38,798 3,985 Tr an sf e r s - 21,470 - ( 21,470) - - Disp o sal s - ( 2,756) - - ( 2,756) - 
Bal an c e  31.12.2006 59,444 103,792 14,885 35,060 213,181 19,222 
A c c u m u l a t e d  d e p r e c i a t i o n :       Bal an c e  01.01.2006 773 22,873 661 - 24,307 565 De p r e c iat io n  772 15,480 194 - 16,446 3,180 Tr an sf e r s - - - - - - Disp o sal s - ( 998) - - ( 998) - 
Bal an c e  31.12.2006 1.545 37,355 855 - 39,755 3,745 

N e t  b o o k  val u e  31.12.2006 57,899 66,437 14,030 35,060 173,426 15,477 

N e t  b o o k  val u e  31.12.2005 58,671 62,205 14,224 17,732 152,832 14,672 

N e t  b o o k  val u e  31.12. 2004 73,862 41,873 - 17,190 132,925 662 
 In ve st m e n t  p r o p e r t y  c o n sist s o f  an  o f f ic e  b u i l d in g  in  Br ac e  K o vac  St r e e t  N o . 62a in  Be l g r ad e  g ive n  u n d e r  an  o p e r at in g  l e ase . In  2006, r e n t al  in c o m e  am o u n t e d  t o  RSD 6,061 t h o u san d  ( N o t e  8). Th e  b u i l d in g  is st at e d  at  c o st  n e t  o f  ac c u m u l at e d  d e p r e c iat io n . Fair  val u e  o f  t h at  b u il d in g , d e t e r m in e d  b y  an  e x t e r n al  e val u at o r  am o u n t s t o  EU R 604,525.  As c o l l at e r al  f o r  o r d e r l y  f u l f il m e n t  o f  l iab il it i e s t o w ar d  J U BMES Ban k  a.d . Be o g r ad , a m o r t g ag e  is p u t  o n  t h e  b u i l d in g  in  Br ac e  K o vac  62a ( N o t e  26).  Bu il d i n g s in  u se  c o n sist  o f  an  o f f i c e  b u il d in g  in  Sve t o z ar a Mil e t ic a 9a in  Be l g r ad e , o c c u p ie d  b y  t h e  Co m p an y . Th e  b u i l d in g  is st at e d  at  c o st  n e t  o f  ac c u m u l at e d  d e p r e c iat io n . Fair  val u e  o f  t h e  b u i l d in g s, d e t e r m in e d  b y  an  e x t e r n al  e val u at o r  am o u n t s t o  EU R 1,650,525.  
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In t an g i b l e  asse t s c o n sist  o f  c o m p u t e r  so f t w ar e . In  2006 t h e  d e p r e c iat io n  am o u n t s t o  RSD 3,180 t h o u san d .  To t al  d e p r e c iat io n  in  t h e  am o u n t  o f  RSD 19,627 t h o u san d  ( u  2005: CSD 12,524 t h o u san d ) is in c l u d e d  in  o p e r at in g  e x p e n se s in  t h e  in c o m e  st at e m e n t . 
 
18. LON G TERM FIN AN CIAL ASSETS 
 

% 200 6  2 005  

EI EK OS EDS N IŠ  100%  9,381 - 
J U BMES BAN K A A.D. BEOGRAD < 20%    

Bal an c e  1 J an u ar y   670 300 
Fair  val u e  ad j u st m e n t    ( 365) 370 
Bal an c e  31 De c e m b e r   305 670 

TELEFON IJ A A.D. BEOGRAD < 20%  
 

 
Bal an c e  1 J an u ar y   8,772 - 
Sal e  o f  sh ar e s  ( 8,772)  
Ob t ain e d  n e w  sh ar e s t h r o u g h  d ivid e n d   570 5,100 
Fair  val u e  ad j u st m e n t   3,030 3,672 
Bal an c e  31 De c e m b e r   3,600 8,772 
           T o t a l   13,286 9,442 
     Gain s an d  l o sse s ar isin g  f r o m  c h an g e s in  t h e  f air  val u e  ar e  r e c o g n ise d  in  r e val u at io n  r e se r ve s in  e q u i t y  ( N o t e  25).   19. IN V EN TORIES  200 5  2 005  

Mat e r ial  17,828 12,979 
Go o d s 21,982 18,961 

To t al  in ve n t o r i e s 39,810 31,940 
Pr e p ay m e n t s  3,631 6,111 
           T o t a l  43,441 38,051    20. RECEIV ABLES 

200 6  
  

2005  

Tr ad e  r e c e ivab l e s:   
Cu st o m e r s – r e l at e d  p ar t i e s 4,556 2,628 
Do m e st ic  c u st o m e r s 290,422 164,518 
Fo r e ig n  c u st o m e r s - - 
       Le ss: Pr o visio n  ( 6,567) ( 1,821) 
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 288,411 165,325 
Ot h e r  r e c e ivab l e s:   

In t e r e st  r e c e ivab l e  an d  d ivid e n d s 88 126 
Re c e ivab l e s f r o m  e m p l o y e e s 226 535 
Ot h e r  r e c e ivab l e s 30 177 

 344 838 
           T o t a l  288,755 166,163   21. SH ORT-TERM IN V ESTMEN TS  

 
In t e r e st  r at e  2 006  2 00 5  

Re c e ivab l e s r e l at in g  t o  c r e d it  c ar d s u se d  b y  e m p l o y e e s - 334 166 
A g u ar an t e e  d e p o sit  m ad e  at  N ac io n al n a Š t e d io n i c a Ban k  a.d . Be o g r ad  c o n t r ac t e d  w i t h  a f o r e ig n  c u r r e n c y  c l au se  0,8%  m o n t h l y  21,220 49,882 

T o t a l  21,554 50,048   22. CASH  AN D CASH  EQ U IV ALEN TS 
     2 006  2 005  
Din ar  b an k  ac c o u n t   18,678 4,273 
Fo r e ig n  c u r r e n c y  b an k  ac c o u n t  401 278 
Cash  in  h an d  82 23 
                     T o t a l  19,161 4,574                  23. V AT AN D PREPAY MEN TS &  DEFERRED EX PEN DITU RES   2 006  2 005  

Pr e p ay m e n t s an d  d e f e r r e d  e x p e n d it u r e s:   
Pr e p aid  e x p e n se s 221 187 
Re c e ivab l e s f o r  r e ve n u e s n o t  y e t  in vo ic e d  - 2,419 
Pr e p aid  V AT 110 52 
Co m p u t e d  V AT o n  ad van c e  p ay m e n t s 4,380 6,208 

           T o t a l  4,711 8,866    24. SH ARE CAPITAL   “Te l e Gr o u p ”  d .o .o . is r e g ist e r e d  as a l im it e d  l iab il it y  c o m p an y . Th e  so l e  f o u n d e r  o f  t h e  Co m p an y  is “TELEGROU P”   Lim it e d   f r o m  Gr e at  Br it ain . Th e  f o u n d e r  is l iab l e  f o r  t h e  c o m m it m e n t s o f  t h e  Co m p an y  u p  t o  t h e  n o m in al  am o u n t  o f  h is in ve st m e n t . In  2001, su b sc r ib e d  an d  p aid  in  c ap it al  am o u n t e d  t o  U SD 5.000,00. In  t h e  f o l l o w i n g  y e ar s, c ap it al  o f  t h e  Co m p an y  w as in c r e ase d  in  c ash  an d  in  k i n d , an d  al l  o f  t h e  in c r e ase s h ave  b e e n  r e g ist e r e d  at  t h e  Co m m e r c ial  Co u r t  in  Be l g r ad e  an d  t h e  Ag e n c y  f o r  Co m m e r c ial  Re g ist e r s.  As o f  31 De c e m b e r  2006, c ap it al  r e g ist e r e d  at  t h e  Ag e n c y  f o r  Co m m e r c ial  Re g ist e r s am o u n t e d  t o :   
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     E U R      In  c ash : 978,423.74  In  k in d : 8,500.00  
 986,923.74  

 
 25. REV ALU ATION  RESERV ES  Re val u at io n  r e se r ve s ar e  f o r m e d  f o r  t h e  e f f e c t s o f  f air  val u e  ad j u st m e n t s o f  avail ab l e  f o r  sal e  f i n an c ial  asse t s ( N o t e  18). Ch an g e s o n  t h is ac c o u n t  ar e :    Sh ar e s in  Te l e f o n i j a ad . Be o g r ad  ( N o t e  18) 

Sh ar e s in  J U BMES a.d . Be o g r ad  ( N o t e  18) 

To t al  

Bal an c e  01.01.2006 3,673 370 4,043 
In c r e ase / ( d e c r e ase ) d u r i n g  t h e  y e ar  ( 642) ( 365) ( 1,007) 
Bal an c e   31.12.2006 3,031 5 3,036   26. LON G - TERM LOAN S  In  J u n e  2006, an  ag r e e m e n t  w as c o n c l u d e d  f o r  a c r e d i t  l in e  w it h  V o l k sb an k  a.d . Be o g r ad . Th e  ag r e e m e n t  is w it h  d u r at io n  o f  7 y e ar s, c r e d i t  l im i t  is EU R 1,500,000.00 in  RSD e q u ival e n t , in t e r e st  r at e  3 m o n t h  EU RIBOR p l u s 4%  p .a.  As o f  31 De c e m b e r  2006, RSD 57,275 t h o u san d  w as d r af t e d , t h at  ac c o r d in g  t o  an  an n e x  o f  t h e  Ag r e e m e n t  sh o u l d  b e  r e p aid  in  5 y e ar s w it h  a o n e  y e ar  g r ac e  p e r io d .  Bil l s o f  e x c h an g e  an d  p r e se n t  an d  f u t u r e  r e c e ivab l e s f r o m  Te l e k o m  Sr b i j a a.d . ar e  u se d  as c o l l at e r al .    27. SH ORT TERM LOAN S  In  2005, t h e  Co m p an y  c o n c l u d e d  w i t h  J U BMES an  ag r e e m e n t  o n  f u r t h e r  c o o p e r at io n  an d  r e vo l vin g  Din ar  l o an s, u p  t o  RSD 40,000 t h o u san d . As c o l l at e r al  o f  f o r  o r d e r l y  f u l f i l m e n t  o f  l iab il it i e s t o w ar d  J U BMES Ban k  a.d . Be o g r ad , a m o r t g ag e  is p u t  o n  t h e  b u il d i n g  in  Br ac e  K o vac  62a ( N o t e  17).   28. TRADE PAY ABLES  

 200 6  2 00 5  
Ad van c e  p ay m e n t s r e c e ive d  f r o m  c u st o m e r s 33,887 75,095 
Tr ad e  p ay ab l e s – r e l at e d  p ar t y  - f o u n d e r  - 5,947 
Tr ad e  p ay ab l e s – o t h e r  r e l at e d  p ar t i e s 44,688 26,452 
Do m e st ic  t r ad e  p ay ab l e s  38,446 46,920 
Fo r e ig n  t r ad e  p ay ab l e s 1,704 1,933 
Ot h e r  p ay ab l e s 611 1,456 

To t al  119,336 157,803    
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29. V AT AN D OTH ER TAX ES  Tax  p ay ab l e s r e l at e  t o  V AT c o m p u t e d  f o r  De c e m b e r  2006. 
 
 
30. OTH ER SH ORT TERM PAY ABLES AN D ACCRU ALS  
 20 06  2 00 5  
In t e r e st  p ay ab l e   477 106 
Pay ab l e s t o  e m p l o y e e s 1,748  
Ot h e r  p ay ab l e s 1 6 

  2,226 112 
Ac c r u al s:   
   Paid  V AT o n  m ad e  ad van c e  p ay m e n t s 458 718 

 458 718 
           T o t a l  2,684 830 

   31. TRAN SACTION S W ITH  RELATED PARTIES  a. Id e n t i t y  o f  r e l at e d  p ar t ie s     Te l e Gr o u p  Lim it e d , Re l ian c e  H o u se , Lo n d o n , V e l ik a Br it an ij a 100%  f o u n d e r  Br an c h  Te l e Gr o u p  in  N o vi Sad   Br an c h  Te l e Gr o u p  in  N i š   Te l e Gr o u p  d .o .o . Ban j a Lu k a Fo u n d e r : Te l e Gr o u p  Lim it e d , G.B. Te l e Gr o u p , Pr iš t i n a Fo u n d e r : Te l e Gr o u p  Lim it e d , G.B.  b . Tr an sac t io n s w it h  r e l at e d  p ar t ie s in  2006: 
  R S D  000 

I n c o m e  s t a t e m e n t :  
Sal e  o f  g o o d s an d  se r vic e s 6,244   Co st s o f  g o o d s so l d  an d  p r o d u c t io n  se r vic e s 132,911   
B a l a n c e  s h e e t :  Re c e ivab l e s f o r  p r e p ay m e n t s  - Te l e Gr o u p  Lim it e d  110 Tr ad e  Re c e ivab l e s f r o m :     Te l e Gr o u p  d .o .o . Ban j a Lu k a 395           Le ss: p r o visio n  ( 395)     Te l e Gr o u p  Pr iš t i n a 4,161           Le ss: p r o visio n  ( 1.603) Liab il it i e s t o w ar d :     Te l e Gr o u p  Ban j a Lu k a 44,688 
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