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BASIC INDICATORS 

EUR 1 (average for 2008) = 7.223

in HRK ‘000 

 2008 2007 2006.

Operating revenues  3.053.56� �.7�5.385 �.67�.806

Sales of products and services �.874.57� �.584.854 �.55�.964

Profit before tax 146.165 139.585 84.773

Corporate Income Tax  �6.595 �3.36� �6.�69

Group profit ��9.570 ��6.��3 68.504

Minority stakes �5.738 3�.3�6 �0.873

Net profit �03.83� 83.897 47.63�

Total assets 3.�97.340 �.843.387 �.535.8�7

Total capital and reserves �,477,074 �.367.687 �.���.779

Current assets �.�8�.88� �.763.845 �.53�.�49

Current liabilities  �.�9�.�94 980.570 930.748

Number of employees as at 3� Dec. 4.�74 4.��7 4.��4

Sales per employee 673 6�3 604

in HRK 

 2008 2007 2006

Share value at ZSE as of 3� Dec. 399,00 �.��0 645

Earning per share 40,37 3�,97 �8,9�

Shares
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INTRODUCTION BY THE CHAIRMAN OF THE BOARD

It is always a pleasure for any employee, and especially 
for managerial structures of a company, to start writing 
a last year’s performance report by saying: “The previ-
ous business year was the best one in our Concern’s 
recent history!” We arrive at such a conclusion on the 
basis of all relevant business indicators: the consoli-
dated sales revenues rose by 12 per cent; net profits 
belonging to the Concern grew by 23.8 per cent; sales 
per employee by 9.7 per cent, whereas EBIT grew by 
6 per cent. In the structure of total sales of equipment 
and plants, a total of 55 per cent worth of deliveries 
were made in Croatia and 45 per cent in many countries 
worldwide, such as Bosnia and Herzegovina, Slovenia, 
Canada, United Arab Emirates, Albania, Costa Rica, to 
mention just a few. This not only made the brand of 
KONČAR stronger in the eyes of the known clients but 
has also won over the new ones.

Important results in terms of product development 
may be seen in the wind power plant prototype with 
1.1 MVA in rated power which was put into operation 
at Pometeno Brdo locality in summer 2008. Moreo-
ver, the delivery of the first suburban prototype train 
was contracted and its development is now in the 
final stage. The development activities commenced 
to cover a series of new products in various fields. I 
would like to specifically highlight the fundamental de-
velopment concerning the renewable energy sources, 
energy storage and distributed electricity sources. 

Hence, we experience a permanent progress in terms 
of production, the development, human resources, 
know-how and markets.

However, dark clouds have curtained the global finance 
and real economy. It is difficult to evaluate how and to 
what extent such circumstances will affect KONČAR in 
2009 and the years to come. The Energy and Transport 

business area - the infrastructure activities represent-
ing KONČAR’s core business with more than 85 per 
cent of total revenue accumulation - is not for the time 
being exposed to the strongest strike of the recession. 
Greater efforts invested in the development of new 
products, markets, cost cutting and the strengthening 
of synergy of Concern constitute the foundation for re-
sponding to the global recession threats.

As a socially responsible company, KONČAR spent the 
year of 2008 to cater for the quality and safety of its 
products, it was providing for environmental protec-
tion, its employees and their families. KONČAR also 
exercised care for the community in which it operates, 
and especially for the young who are still in their proc-
ess of education. Sports activities were also support-
ed and the results were recognised and highly valued 
both domestically and internationally.

The core values presented in the “tradition, knowl-
edge and the responsibility” slogan remain the foun-
dation for a brighter future and further development 
of KONČAR.

Chairman of the Board
Darinko Bago
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SUPERVISORY BOARD REPORT 

This Report covers the period from 1 January 2008 to 31 
December 2008. 

During 2008, the Supervisory Board held a total of four 
sessions, discussing and making decisions on issues fall-
ing within its competence, in keeping with the provisions 
contained in Article 263 of the Companies Act, in the 
Company Charter and the Supervisory Board Procedural 
Rules, as well as with the decisions of the General As-
sembly, providing necessary consents and guidelines to 
the Company’s Management Board.

During the period from 1 January 2008 to 18 June 2008, the 
Supervisory Board acted with the following composition: 

Supervisory Board Chairman:  Ante Babić
Supervisory Board Deputy Chairman:   Željko Tomšić
Supervisory Board members:  Jasminka Belačić
 Georg Eltz Vukovarski
 Kristijan Floričić
 Miroslav Kovačić
 Zdenka Matković
 Đuro Perica
 Ivan Rujnić

Due to the expiration of their terms of office, the General 
Assembly relieved the following members of the Supervi-
sory Board of their memberships and duties as of 18 June 
2008: Ante Babić, Georg Eltz Vukovarski, Zdenka Matković, 
Đuro Perica, Kristijan Floričić and Miroslav Kovačić. The 
newly appointed or reappointed members of the Super-
visory Board are Ante Babić, Kristijan Floričić, Igor Lučić, 
Nenad Matić, Zdenka Matković and Đuro Perica. Based on 
a Decision of the Croatian Privatisation Fund as of 9 July 
2008, Željko Tomšić was relieved of his membership in the 
Supervisory Board and Leo Begović was appointed in his 
stead. The Supervisory Board member appointed by the 
employees is Jasminka Belačić, while Ivan Runjić is the ap-
pointed member from the small shareholders’ association. 

The constituting Supervisory Board session was held on 
11 September 2008 and the Supervisory Board has been 
active since that time with the following composition: 

Supervisory Board Chairman:  Leo Begović
Supervisory Board Deputy Chairman:  Igor Lučić
Supervisory Board members:  Ante Babić
 Jasminka Belačić
 Kristijan Floričić
 Nenad Matić
 Zdenka Matković
 Đuro Perica
 Ivan Rujnić

Management Board reported to the Supervisory Board 
regularly and within the deadlines on all business events 
of any great relevance and on the conditions in the Com-
pany. During the course of its exercise of supervision over 
the operations of KONČAR - Electrical Industry Inc., the 
Supervisory Board during the year of 2008 discussed many 
issues pertinent to the operations of KONČAR - Electrical 
Industry Inc. and the KONČAR Group’s subsidiaries. 

Pursuant to the Companies Act and the Charter of 
KONČAR - Electrical Industry Inc., the Supervisory Board 
made a decision on the establishmen of the basic finan-
cial statements and the utilisation of profits. The Supervi-
sory Board declares that the financial statements are in 
keeping with the status indicated in the accounts of the 
Company and accurately represent the Company’s status 
in terms of assets and operations.

Pursuant to the supervision of the Company’s perform-
ance conducted on the basis of legal powers vested in 
the Supervisory Board, the Supervisory Board determined 
that the Company had operated in accordance with the 
law, the General Assembly’s decisions and enactments 
of the Company.

Zagreb, April 2009
KONČAR - Electrical Industry Inc.
Supervisory Board Chairman
Leo Begović
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The KONČAR Group consists of KONČAR - Electrical 

Industry Inc., the parent company, and 20 subsidiaries 

in which the parent company exercises a predominant 

managerial influence (more than 50 per cent of votes 

at the General Assembly). 

In addition, the parent company exercises minority 

management influence (49 per cent of votes at the 

General Assembly) in an (affiliated) company. The 

organisational structure of the Group is presented in 

Image 1.

1. The Group’s Organisational Structure 

The business activity of the KONČAR Group is broken 

down into business areas, and each of the business 

areas comprises subsidiaries as presented in Image 1 

above. 

Energy and Transport: Designing and developing 

power generation, transmission and distribution plants 

and the manufacture of the accompanying equipment; 

electric vehicles and electric equipment for vehicles 

and electric traction plants; 

Industry: Electromotor drives, medium and low-volt-

age electric equipment and catering equipment; 

Trade: Electric household appliances, serial production 

goods and low-voltage electric devices; 

Special activities: Product research and development, 

infrastructure services. 

The companies have their own production programmes, 

and figure in the products market independently. While 

more complex products (hydropower plants, transformer 

substations, tramcars, wind power plants, etc.) contain 

installed products originating from several Group com-

panies, the product itself belongs to the production pro-

gramme of only one of the Group’s companies in terms 

of sales, development and product responsibility. 

A detailed overview of the companies’ production pro-

grammes may be found at www.koncar.hr.

Image 1: KONČAR Group Organisational Structure (31 December 2008)
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2. Management in the Group

GENERAL ASSEMBLY AND THE SUPERVISORY BOARD 

Pursuant to the provisions contained in the relevant 

Law and the Charter of KONČAR - Electrical Indus-

try Inc. (the parent company), the General Assem-

bly makes decisions on appointing and relieving the 

Supervisory Board, as well as other decisions as 

laid down in the Companies Act and the Company 

Charter. The Supervisory Board is responsible for 

appointing and dismissing the members of Man-

agement Board and for supervising the operation 

of the Company in keeping with the Law and the 

Charter. 

The Supervisory Board consists of nine members, in-

cluding:

Leo Begović Supervisory Board Chairman

Igor Lučić Deputy Chairman

Ante Babić Member

Jasminka Belačić Member 

Kristijan Floričić Member 

Zdenka Matković Member

Nenad Matić Member

Đuro Perica Member

Ivan Rujnić Member

KONČAR ELECTRICAL INDUSTRY INC. 

The Parent Company provides strategic orientation for 

and support to the Group’s companies via the func-

tioning of the respective Supervisory Boards. This is 

exercised in keeping with the Companies Act, the 

KONČAR - Electrical Industry Inc. Charter and the char-

ters of individual companies. 

Furthermore, the Parent Company exercises govern-

ance over a portion of assets which weren’t invested 

into companies but are in direct or indirect function of 

financial support of sales, products and the equipment 

of the subsidiaries as credit-guarantee potential. 

The Board of Management manages the Parent Com-

pany, and the Supervisory Board exercises supervision 

over its work.

MANAGEMENT 

During 2008, the KONČAR - Electrical Industry Inc. company was managed by a Board of Management consisting of: 
Darinko Bago CEO
Marina Kralj Miliša Board member with responsibility for legal, general and HR matters 
Jozo Miloloža Board member with responsibility for finance
Davor Mladina Board member with responsibility for industry and trade business areas 
Božidar Piller Board member with responsibility for energy and transport business area 
Vladimir Plečko Board member with responsibility for corporate development and ICT

The Supervisory Board of the Parent Company ap-

points and relieves the Chief Executive Officer and 

Board members. The terms of office of the CEO and 

board members mandates last for five years, with an 

option of reappointment. Pursuant to the Companies 

Act and the Company Charter (hereinafter the Act and 

the Charter), the Management Board is responsible for 

running the operations. In doing so, it is obliged and 

authorised to take any action and decision it deems 

necessary for the successful management of the Com-

pany. The consent of the Supervisory Board is required 

to make certain decisions stipulated in the Charter. 
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Table 1: Parent Company’s management rights in Group’s companies 

 in HRK in HRK %  % 
Parent company and subsidiaries   Total Parent Company’s   Parent Company’s  Parent Company’s 
 subscribed subscribed management ownership
 capital capital influence share
� � 3 4 5

Power Plant and Electric Traction Engineering Inc. �.68�.600 �.68�.600 �00,00 �00,00

Generators and Motors Inc. �07.9�7.700 �07.9�7.700 �00,00 �00,00

High Voltage Switchgear Inc.  �9.600.800 ��.0��.700 65,09 6�,�8

Medium Voltage Apparatus Inc.   �9.679.700 8.��0.000 69,87 4�,77

Switchgear Inc. 36.966.000 �6.899.000 75,04 45,7�

Distribution and Special Transformers Inc. 38.34�.400 �9.8�7.600 67,80 5�,7�

Instrument Tramsformers Inc.  �8.989.�00 8.�4�.600 7�,35 43,40

Electronics and Informatics Inc. 37.��6.800 �7.857.700 75,03 75,03

Metal Structures Inc. �4.645.600 �8.486.600 75,0� 75,00

Electric Vehicles Inc.  47.0�6.800 35.�88.700 75,04 75,04

Renewable Sources Ltd. 300.000 300.000 �00,00 �00,00

Engineering for Plant Installation & Commissioning Inc. ��.8�7.500 4.55�.800 76,5� 38,49

Small Electrical Machines Inc. 4�.64�.800 4�.64�.800 �00,00 �00,00

Tools Inc. 49.�66.400 49.�66.400 �00,00 �00,00

Catering Equipment Inc. �5.447.800 �5.447.800 �00,00 �00,00

Household Appliances Ltd. ���.�3�.�00 ���.�3�.�00 �00,00 �00,00

Low Voltage Switches and Circuit Breakers Ltd. 78.966.900 78.966.900 �00,00 �00,00

Electrical Engineering Institute Inc. 40.763.5�0 40.763.5�0 �00,00 �00,00

Infrastructure and Services Ltd. 49.89�.600 49.89�.600 �00,00 �00,00

KONES AG �.455.554 �.57�.554 77,50 64,00

Associated companies

Power Transformers Ltd. 7�.764.000 35.654.400 49.00 49.00

MANAGING THE COMPANIES

2. Management in the Group

The companies belonging to the Group are legally independ-

ent. Directors or management boards manage the operation 

of the subsidiaries. Each of the companies has its own su-

pervisory board of three to five members each, including the 

representation of owners and employees (after meeting the 

requirements for selecting employees’ representatives as per 

the Companies Act). The Parent Company is the sole owner 

in ten of the companies, while mixed ownership structures 

are in effect in the remaining ten companies. Employee stock 

ownership plans were put in effect in some of the companies. 

Depending on the ownership structure, the Parent Company 

is represented in the work of the supervisory boards by mem-

bers of the KONČAR Inc. Management Board or representa-

tives designated by the Management Board. 

Table 1 presents an overview of the subsidiaries and af-

filiated companies, including basic information on the Par-

ent Company management rights. In addition to common 

shares, some of the Group’s companies have preferred 

shares with no voting rights subscribed, which explains the 

difference between the Parent Company’s management 

rights and the percentages of ownership stakes in some of 

the companies. 



GROUP

Annual Report 2008

�0

3. The Application of Principles of Corporate Governance 

The corporate governance principles in KONČAR 

are founded upon positive regulations as applied in 

the Republic of Croatia and adopted international 

standards. These principles are publicly disclosed 

at the company’s website (www.koncar.hr) and at 

the official website of the Zagreb Stock-Exchange 

(www.zse.hr). 

The prescribed questionnaire including replies to 

the questions on the provisions of the Code the 

Company applies is available at the official website 

of the Zagreb Stock-Exchange. 

The corporate governance principles adopted are 

founded upon accountable management, defini-

tion of corporate governance procedures based on 

the recognised international standards adopted and 

the supervision of the operations. The underlying 

purpose is to establish high corporate governance 

standards and transparency of operations as the 

groundwork for protecting the shareholders, inves-

tors and other stakeholders, as well as for caring for 

the employees, sustainable development and envi-

ronmental protection. 
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4. Shares

The shares of KONČAR - Electrical Industry Inc. have 

been included in the public joint-stock companies quo-

tation (as of 1 January 2009, with the application of 

the new Capital Market Act, the shares have been 

included in the Regular Market) of the Zagreb Stock-

Exchange since 2003 and are recognisable under their 

KOEI-R-A ticker. Equity of shareholders in the com-

pany amounts to HRK 1,028,847,600 and comprises a 

total of 2,572,119 common shares with a par value of 

HRK 400,00 each. The ownership structures of the 10 

largest shareholders are presented in Table 2.

In keeping with the regulations in force, the Company 

ensures a regular access to information on its work 

and operations as well as information on any facts 

and circumstances that may exert an influence on the 

share price (price sensitive information). 

The Company applies the same conditions to all of its 

shareholders and treats them equally regardless of 

the number of shares they hold, the country of their 

origin and other characteristics. The voting rights ap-

ply to all of the Company’s shareholders, in that the 

number of votes they are entitled to cast at the Gen-

eral Assembly equals the number of shares they have 

in their possession. 

  3� December �008  3� December �007

 No. of Ownership No. of  Ownership
Shareholder shares share % shares share %

HPB d.d. (Kapitalni fond d.d.) 7�4.5�5 �8,�7 7�4.5�5 �8,�7

Croatian Privatisation Fund / Croatian Health Insurance Institute 384.6�8 �4,95 384.6�8 �4,95

Croatian Privatisation Fund �78.9�8 �0,85 �78.9�8 �0,85

RBA d.d. (collective custodian account) �05.038 7,97 ���.79� 8,�3

Floričić Kristijan ��0.7�4 4,3� �35.7�4 5,�8

PBZ d.d. (The Bank of New York as custodian) �04.44� 4,06 �09.403 4,�5

Societe Generale - Splitska banka d.d./ Erste Plavi obvezni 
mirovinski fond (mandatory pension fund) �0�.308 3,94 - -

Societe Generale - Splitska banka d.d. / 
Allianz ZB d.o.o. on behalf of AZ mandatory pension fund 7�.50� �,78 - -

PBZ d.d (collective client custodian account)  45.606 �,77 �3�.�9� 5,�4

Hypo-Alpe-Adria-Bank d.d./Raiffeisen pension company 37.598 �,46 ��.990 0,89

Hrvatska poštanska banka d.d. (Victoria fund) - - 39.90� �,55

Other shareholders 47�.330 �8,36 496.445 �9,3�

KONČAR Inc. (Treasury stock) 35.5�� �,38 35.5�� �,38

Total 2.572.19 100,0 2.572.19 100,0

Table 2: Company’s ownership structure

During 2008, the KONČAR - Electrical Industry share 

price followed a downward trend as evidenced in the 

entire market. The highest price was achieved in the 

beginning of the year (HRK 1,239), and the lowest was 

recorded in early December (HRK 295), to arrive at 

HRK 399 at the end of 2008. Overall, this is a 68 per 

cent drop which corresponds to the overall decline in 

CROBEX for 2008.
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The overall volume generated from trading KONČAR 

shares amounted to HRK 359.6 million, which is the 

same as the 2007 level. In total, 592,152 shares con-

stituted the traded volume.

In addition to the shares of KONČAR - Electrical Industry 

Inc., two subsidiary companies (KONČAR - Distribution 

and Special Transformers and KONČAR - Switchgear) 

were also listed in the quotation of public joint-stock com-

panies of the Zagreb Stock Exchange (Regular market as 

of 1 January 2009). The price of common and preferred 

shares of KONČAR - Distribution and Special Transform-

ers recorded a decline of approximately 70 per cent as 

compared to the year-beginning share price, while the 

shares of KONČAR - Switchgear were not traded at all.

During 2008, the Company did not effect any treasury 

stock buy-in (the own shares status as at 31 December 

2008 totals 35,511 shares, which is a 1.38 stake in the 

Company ownership structure). 

Image 2: KOEI-R-A share price trend during the period 2005-2008
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5. Market Position

The consolidated sales of goods and services revenues 

were generated in an amount of HRK 2,874.6 million, 

an 11 per cent increase. According to the composition, 

a total of HRK 1,586 million (55 per cent) worth of 

revenues were generated in the domestic market, a 

10.2 per cent increase as compared to a year earlier, 

while the exports revenue generation accounted for 

HRK 1,288.6 million (45 per cent of total sales). Sales 

in foreign markets were 12.4 per cent greater than in 

2007.

5.1. SALES OF PRODUCTS AND SERVICES

Image 3: Total Sales and Exports Revenues 

Image 4: 2008 Domestic Clients 

Total sales

Exports

n  Croatian Electricity  
Company

n  Zagreb Electric Tram  
Company

n  Industry and Shipbuilding  
Industry

n Trade

n Construction Industry

n  Public Enterprises  
(INA, etc.)

n Croatian Railways

n  State and Local  
Administrations
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�9%
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��%
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�% 5% �%
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�,000,000

500,000
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In the structure of the domestic market sales (image 

4), sales to the Croatian Electricity Company Hrvatska 

elektroprivreda constitute 30 per cent of the total (ac-

counting for HRK 470.7 million), while Zagreb Electric 

Tram Company was supplied with HRK 457.3 million 

worth of products and services, i.e. 29 per cent of total 

domestic sales. The companies falling under the indus-

try and shipbuilding industry categories were supplied 

with goods and services totalling HRK 255.1 million, 

trading companies were supplied with HRK 200.1 mil-

lion worth of products, the Croatian Railways company 

with HRK 78 million, the construction businesses with 

HRK 65 million, whereas the remainder worth HRK 

59.8 million pertains to Croatian Motorways Company, 

the state and local administrations and public enter-

prises. 



GROUP

Annual Report 2008

�4

A total of HRK 1,288.6 million worth of goods and 

services were sold in international markets. The most 

significant export undertakings were performed in the 

markets of the European Union, totalling HRK 622.8 

million, followed by neighbouring countries (Bosnia 

and Herzegovina, Macedonia, Serbia, Montenegro) 

totalling HRK 336.4 million. The next in line were the 

USA and Australia totalling HRK 85.9 million and Mid-

dle East countries where export sales amounted to 

HRK 65 million (Images 5 and 6). 

The 2008 exports breakdown by countries of export is 

presented in Image 6. 

In the structure of the consolidated sales revenues, 

the companies belonging to the Energy and Transport 

business area (core business) generated sales rev-

enues in the amount of HRK 2,391.1 million, i.e. 83 

per cent of total sales of the Group, the companies 

belonging to the Trade business area generated sales 

revenues amounting to HRK 271.2 million, i.e. 9 per 

cent, the companies belonging to the Industry busi-

ness area made a total of HRK 135 million, i.e. 5 per 

cent, whereas three companies falling under special 

business activities made HRK 77.3 million, i.e. 3 in the 

overall sales structure of the Group (Image 7). Image 7: Sales by Business Areas 

n  Energy and 
Transport

n Trade

n Industry

n  Special 
Activities

83%

9%

5% 3%

Image 5: 2008 Exports by Regions 

Image 6: 2008 Exporting Countries 
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4%
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Bulgaria 3%
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Italy 3%
the Netherlands 3%

Austria �%
Finland �%
Poland �%

Other Countries �5%

5. Market Position
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Image 8: HPP Lečće

Image 9: Distribution control center Elektra Zagreb

Image 10: HPP Zlatoličje, Slovenia

During 2008, numbers of plants and facilities were de-

veloped and contracted in Croatia and abroad. The do-

mestic market saw the continuation of the implemen-

tation of the contract for the manufacture of low-floor 

tramcars for the city of Zagreb, the Velebit HPP gen-

erator overhaul was completed, Zagreb TE-TO delivery 

and equipment installation was completed, Lešće HPP 

delivery was begun, Ludbreg S/S, Nin S/S, Đakovo S/S 

developments and reconstructions were completed, 

a mobile switchgear unit was delivered to the Kutina 

petrochemical company, Petrokemija, equipment and 

systems for shipyards were delivered, coupled with a 

series of smaller facilities and systems in the areas of 

energy, industry and transport.

Export activities were characterised by the completion 

of a series of plants in Bosnia and Herzegovina (the 

Mostarsko Blato HPP construction site was arranged 

and the equipment delivery commenced). In Slovenia, 

the first Zlatoličje HPP and Blanco HPP generating 

units were supplied and put into operation; equipment 

for plants in the United Arab Emirates, Albania, Canada 

and Costa Rica was also delivered. 

Image 11: Uznova S/S, Albania

5. Market Position
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In 2008, a total of HRK 2,516.8 million worth of new 
works were contracted, of which HRK 1,359.2 million 
pertains to the domestic market (54 per cent) and HRK 
1,157.6 million to the exports markets (46 per cent). 
The status of contracted works (active liabilities) at the 
end of 2008 totalled HRK 3,133.5 million, which is a 10 
per cent decline as compared with the year beginning. 

The following works were contracted for the domestic 
market: Plat and Đakovo SS developments, develop-
ment/upgrading or reconstructing the Suhopolje SS, 
Orlovnjak SS, Vrata SS, Novalja SS, Lapad SS, provi-
sion of equipment for the City of Rijeka bypass, provi-
sion of equipment for the left tubes of the Mala Kapela 
and Sveti Rok tunnels, IT resource system for Plinacro 
and various systems and equipment for shipyards.

Export activities included the signing of a contract for 
the manufacture and delivery of a prototype low-floor 
electromotor train for the needs of regional passenger 
railroad transport in Bosnia and Herzegovina, the re-
construction of SSs in Albania (Tirana, Fier, Elbasan), 
spare equipment for Iraq’s Haditha HPP, protection 
and local control system for Prishtina SS in Kosovo and 
the delivery of equipment for Jihar gas field in Syria. 

During 2008, a sound level of contracting for 2009 
and the following years was achieved. In 2009 the 
Group can be expected to have to have more compli-
cated contracting of new works as a consequence of 
the adverse impacts of the global financial and eco-
nomic crisis.

5.2. CONTRACTING NEW WORKS

Image 12: Prototype of a low-floor electric multiple unit for Bosnia and Herzegovina

5. Market Position
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   in HRK ‘000

  2008  2007 %

Total non-consolidated revenue 3,720,009  3,246,573 14,60
Total consolidated revenue  3,194,798  2,803,978 13,90
Sales 2,874,571  2,584,854 11,20
Croatia  �,585,953  �,438,647 �0,�0

Exports  �,�88,6�8  �,�46,�07 ��,40

Total expenses  3,048,633  2,664,393 14,40
Material costs  �,040,798  �,80�,0�5 �3,30

Personnel costs  540,779  487,873 �0,80

Provisions for costs and risks  �67,�05  �06,3�3 57,�0

Other operating costs  �45,653  �69,�9� 54,�0

Net profits  103,832  83,897 23,80
Group profit  ��9,570  ��6,��3 ��,50

Group profit before tax  �46,�65  �39,585 4,70

Minority stakes �5,738  3�,3�7 79,60

Total assets  3,293,482  2,850,657 15,50
Fixed assets  1,111,601  1,090,797 1,90
Intangible assets 34,�65  �5,04� ��7,�0

Tangible assets 896,�79  89�,840 0,50

Financial assets ��4,937  ��6,440 7,30

Accounts receivable 56,��9  67,477 83,30

Current assets  2,181,881  1,759,860 24,00
Inventories  6�0,698  537,439 �5,50

Total accounts receivable �,050,80�  799,838 3�,40

Accounts receivables (trade debtors)  948,3�9  7�8,480 30,�0

Other receivables  �0�,48�  7�,358 43,60

Financial assets 40�,370  3�6,�57 �3,00

Advances paid �09,0��  96,4�6 �3,�0

Total liabilities  1,262,262  1,070,599 17,90
Current liabilities  �,�94,���  98�,�0� ��,60

Long-term liabilities  68,040  88,497 76,90

Shareholders’ equity  1,028,848  1,028,848  
Total capital and reserves 1,477,074  1,367,687

6.  Company Business Results and Financial Position 
(Balance Sheet) 

In 2008, the KONČAR Group achieved positive financial results. Table 3 below presents relevant core indicators.

Table 3: Basic Indicators 

Amounts due to trade creditors, suppliers, employees, 

the Government, banks and other contractual parties 

were serviced regularly. Owing to well contracted 

works in the current year and in the past, , the vast 

majority of KONČAR’s companies achieved significant 

business results. 
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Overall consolidated revenues in the amount of HRK 

3,194.8 million were generated, which is a 13.9 per cent 

greater accumulation than in to 2007. The non-consoli-

dated revenues (data including revenues generated be-

tween subsidiaries) amounted to HRK 3,720 million, i.e. 

14.6 per cent more than the last year’s generation. 

Consolidated Group profits after tax total HRK 129.6 

million, an amount 11.5 per cent greater than the 2007 

results. The portion of the minority stakes in the profits 

structure accounts for HRK 25.8 million, and the Group’s 

generated net profits of HRK 103.8 million, i.e. 23.8 per 

cent more than the 2007 profits. 

The status of the overall consolidated resources and 

sources of funding as of 31 December 2008 totalled 

HRK 3.297.3 million. Compared with the same date of 

the last year, this is an increase of HRK 442.7 million or 

15.5 per cent. 

In the structure of resources as compared with the state-

of-play as of 31 December 2007, the amount of fixed as-

sets was increased by HRK 20.8 million, in which intan-

gible assets rose by HRK 19.1 million, tangible assets 

by HRK 4.4 million, financial assets by HRK 8.5 million. 

At the same time, accounts receivable fell by HRK 11.2 

million.

Current assets increased by HRK 422 million, in which 

inventories rose by HRK 83.3 million, total receivables 

by HRK 263.5 million and financial assets by HRK 75.2 

million. In the overall accounts receivable structure, ad-

vances paid increased by an amount of HRK 12.6 million, 

receivables from trade debtors went up by HRK 219.8 

million, while other receivables totalled HRK 31.1 mil-

lion. A more pronounced rise in accounts receivable from 

trade debtors as compared with the same date a year 

earlier was to the greatest extent due to a Croatian Elec-

tricity Company delayed payment. 

In the structure of funding sources, subscribed capital, 

reserves, retained earnings, current year profits, minor-

ity interests and long-term provisions jointly totalled 

HRK 1,931.5 million, HRK 255.9 million greater than the 

figures of 31 December 2007 and constituting 58.6 per 

cent of total sources. Long-term provisions amounted to 

HRK 454.4 million and to the greatest degree pertain to 

contingent liabilities on the grounds of the guarantees is-

sued and provisions for litigation. Long-term and current 

liabilities total HRK 1,262.3 million, which was HRK 191.7 

million up on the figures from the end of the previous 

year. In the structure of current liabilities, amounts due 

to trade creditors total HRK 528.8 million (HRK 98.9 mil-

lion more than in the previous year) and constitute 16 per 

cent of total sources. Total credits (long- and short-term) 

amount to HRK 257.9 million and are HRK 44.3 million 

greater than on 31 December 2007. They constitute a 

total of 7.8 per cent in the structure of total sources. 

Long-term sources of funds (capital, long-term provisions 

and long-term liabilities) were greater than the fixed assets 

and average stock aggregate, which indicates a sound 

ageing structure of the sources of funds. Current assets 

stood at 1.8 times the current liabilities, indicating good 

liquidity in the system. The consolidated balance sheet in-

dicates the financial soundness of the KONČAR Group.

Investments in equipment and tools in 2008 accounted 

for HRK 94.6 million, which is HRK 9.5 greater than total 

depreciation. 

There is a positive import to exports ratio. A total of HRK 

1,288.6 million worth of products and services were 

exported, whereas import of raw and primary materials 

amounted to HRK 869.9 million, resulting in an import by 

exports coverage coefficient of 1.48.

The production programme of the companies belonging 

to KONČAR Group is oriented towards the core business 

activity of energy, transport and household programmes. 

The production capacities are being constantly upgraded 

via the investment in modern production technologies. 

Importantly, individual products specifically designed to 

match clients’ requirements (tailor made) constitute the 

Concern’s strategic determinant. 

6.  Company Business Results and Financial Position 
(Balance Sheet) 
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7. Risk Exposure

The companies belonging to the KONČAR Group are ex-

posed to various market and financial risks. The business 

environment risk is determined by political, economic 

and social risks existing in the markets in which the 

companies operate. Financial risks are associated with 

the foreign exchange, interest, credit and liquidity risks. 

The Group’s companies monitor these risks closely and 

try to mitigate their potential impact on financial stability. 

A smaller number of companies employ financial deriva-

tives as safeguards against financial risk exposure. 

A) MARKET RISK 

The companies belonging to KONČAR Group operate 

in the Croatian and international markets. A reduced 

level of demand for products and services supplied 

by the Concern’s companies and the development 

of competition in terms of an increased supply and 

changes in the selling prices stand as the main market 

risks. Recently and under the influence of the global 

recession, there is also a risk of the closing of certain 

markets, a practice which goes against all WTO rules. 

Furthermore, changes in circumstances under which 

the Concern companies operate as well as the chang-

es in conditions in which our clients operate also exert 

an influence on the competitiveness of the products 

and services of our companies. Management Boards 

of individual companies price their products separately 

for domestic and foreign markets on the basis of mar-

ket prices and calculations. However, market perform-

ance is increasingly difficult to predict.

The Concern companies will face significant market 

risk exposure in upcoming years. 

B) INTEREST RATE RISK 

The interest rate risk is a risk of changed financial in-

struments value due to the changes in market rates 

versus interest rates applied to a given financial in-

strument. The cash flow risk is a risk of possible 

change in the interest cost of a given instrument over 

time. The Group is not substantially exposed to the 

interest rate risk. 

C) CREDIT RISK 

Financial assets which may potentially expose the 

Group to credit risk mainly consist of cash and re-

ceivables from trade debtors. Receivables from trade 

debtors were adjusted by the amount of bad debt 

provisions.

D) FOREIGN EXCHANGE RISK 

The official currency of the Group is the Croatian kuna. 

However, some transactions executed in foreign ex-

change are being converted to Croatian kuna, applying 

the exchange rate in effect at the balance sheet date. 

While the exchange gains and losses are credited or 

debited against profit and loss account, they do not 

influence the cash flow. 
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8. Products and Production Development 

The reliance on products resulting from KONČAR’s own 
development has always been an integral part of the 
Concern’s long-term business policy. In 2008, therefore, 
product development employing our own forces was in-
tensified, whereas such an intense product development 
is planned to continue during the forthcoming period. 

The development taking place in the Electrical Engineering 
Institute and the development departments of individual 
production facilities has to do with an ongoing coopera-
tion with educational and scientific institutions. It is also 
linked with ongoing professional training and improve-
ment of staff in all aspects of the production process. 

THE MOST IMPORTANT DEVELOPMENT PROJECTS 
INITIATED AND CONTINUING IN THE UPCOMING 
PERIOD INCLUDE: 

WIND POWER PLANTS
(joint development undertaking involving: Power Plant 
and Electric Traction Engineering, Electrical Engineering 
Institute, Electronics and Informatics, Generators and 
Motors, Metal Constructions, Small Electric Machines, 
Switchgear). 

In summer 2008, the first domestically manufactured 
wind power generator was installed and put into test-
ing operation at Pometeno brdo locality nearby Split. The 
rated power of the installation is 1 MW and is a result 
of KONČAR’s own development efforts. After the test-
ing operation, the wind power generator will be put into 
permanent operation, whereas additional 15 units will be 
installed at the same site.

SUBURBAN AND INTERCITY TRAIN
(Electrical Vehicles, Electrical Eng. Institute, Electronics 
and Informatics, Generators and Motors, TŽV Gredelj) 
The development of a low-floor electromotor train takes 
place in conjunction with TŽV Gredelj company, and in-
volves the development of all train components. 

THREE-SECTIONED LOW-FLOOR “SHORT” TRAMCAR 
For the needs of the City of Zagreb.

1,435 and 1,520 MM TRACK WIDTH TRAMCAR
This development is intended for clients outside Croatia. 

INDUCTION LOCOMOTIVE 
(Electrical Vehicles, Electrical Engineering Institute, Elec-
tronics and Informatics, Generators and Motors) 
The development was initiated and is expected to com-
plete in this medium-term period. 

“SMALL” HYDROPOWER PLANT 
(Electrical Engineering Institute, Generators and Motors, 
Electronics and Informatics, Switchgear, etc.)
The Electrical Engineering Institute started working on 
the development of a small HPP, whereas Generators 
and Motors are planning to work on the development of 
an adequate generator (a cylindrical rotor synchronous 
generator with up to 5MW in rated power). Turbines for a 
small HPP were never under development in KONČAR to 
date. Also, turbines were never a product of KONČAR’s.

DISTRIBUTED POWER SUPPLY
(Electrical Engineering Institute, Electronics and Infor-
matics, Switchgear, etc.)
By combining the primary energy sources (wind, sun, 
water) and with the application of the electrolysis proc-
ess, the primary energy may be accumulated in the form 
of hydrogen. Later on and according to customers’ de-
mands, such accumulations may be converted to the 
needed electricity and heating energy with the applica-
tion of fuel cells.
The products designed and manufactured in individual 
companies fall under the second category of new prod-
ucts. Each of the Concern’s companies plan for a con-
tinuous innovation of their existing products and for the 
development of new ones to supplement their respec-
tive product ranges.Image 13: Windturbine
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The sound business results achieved in 2008 are pri-
marily founded upon staff experience, know-how and 
innovativeness.
The new market demands and efforts to maintain 
competitiveness imposed a strategic orientation on 
KONČAR - orientation towards the creation of a knowl-
edge company. 
The demanding products intended for some clients 
first of all result from know-how of the employees and 
the company’s own development efforts. The develop-
ment and the manufacture of tramcars and transform-
ers are the best proof of this. 
Nowadays, KONČAR employs 10 PhD/DScs, 60 people 
with MSc/MBA degrees, 731 staff with university de-
gree qualifications and 411 college graduates. 
A total of 15 staff members are undergoing their doc-
toral studies and 61 of them are in the process of ob-
taining their master’s degrees. Each year, scholarships 
are provided for students enrolled at various universi-
ties and educational institutions in accordance with the 
needs of KONČAR Group.
Ongoing professional training is being organised for 
the benefit of the personnel, including IT and language 
courses, professional and other seminars. In addition 
to organising language courses to cover the most used 
languages, there are language courses to cater for the 
needs of KONČAR in specific markets and the works in 
the host countries. 
IT training and professional improvement courses are 
predominantly provided within KONČAR following the 
standard and customised methods and courses. 
In keeping with the needs, there is an upward trend in 
the number of staff taking part in various forms of train-
ing. In parallel, the average training investment rate is 
growing as well. 
In 2008, there were a total of 4,274 staff members. The 
natural outflow of people is being compensated for by 
the new highly professional staff members, who are 
largely KONČAR scholarship receivers.
The cooperation with the faculties, especially with the 
Electrical Engineering and Computing Faculty, as well 
as the programme aimed at developing HR potentials 
jointly create the preconditions for the creation of a 
company of knowledge.

We are fully aware that it takes both individuals and 
teams to confirm the business orientation in the mar-
kets, which requires staff considering the present but 
also those forward-looking ones. which requires staff 
to consider not only present but also prospective mar-
kets.
KONČAR pays special attention to the selection of its 
managers, i.e. to the timely recognition of its manage-
rial potentials and to making investment in the develop-
ment of managers and creating enough space for fur-
ther advancement. 
KONČAR generally uses an internal selection process 
to recruit managers. Guided by this principle, annual 
plans for further training of young and potential man-
agers are being regularly produced at the level of the 
Group. In doing so, the managerial structures in daugh-
ter-companies help carry out internal selection of candi-
dates and develop our own managerial staff.
Our aim is to recognise potentially highly motivated 
workers, to enable them to develop further, while gain-
ing their permanent loyalty and instil in them a sense of 
belonging to the company.
In addition to internally organised training following a 
programme customised to match our needs, starting 
from know-how and skills we wish to develop in our po-
tential cadre, the KONČAREVAC bulletin has been used 
since 2003 to publish an internal annual competition for 
granting an EXECUTIVE MBA programme fellowship 
with Cotrugli Business Academy (the only internation-
ally accredited EMBA programme in Croatia), inviting all 
interested KONČAR employees who meet the require-
ments to submit their applications for the fellowship. 
Three young managers graduated from the programme 
in 2009. 
In cooperation with the Faculty of Economics, in 
2008 we organised training for managers and leading 
KONČAR concern cadre through 13 modules. The pro-
gramme saw the participation of a total of 32. The Man-
agement Development Programme is now under way 
in cooperation with Donau Universitat - KREMS with 
the attendance of 17 staff members.
It is KONČAR’s goal to attain excellence in human po-
tentials management, because it is people that make 
up the greatest asset of any company.

9. The Employees
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10. Quality and the Environment 

An integral part of KONČAR’s business policy has to 

do with achieving client satisfaction with the delivery 

of high quality and reliable products combined with 

concern for the environment on the part of KONČAR 

companies’ production plants and plants with installed 

KONČAR equipment. 

The quality of products and services of KONČAR com-

panies is founded upon a consistent application of a 

quality management system as per the ISO 9001 

standard and the regular annual reviews carried out by 

certified companies. A systematic training in quality as-

surance enables the inclusion of new staff and training 

of cadre in charge of decision making. 

To achieve the policy of sustainable development, 

an environment management system is being imple-

mented following the ISO 14001 standard.

An evidence of compliance with the highest require-

ments and standards may be found in the fact that 

17 of the KONČAR Group companies have their ISO 

14001 certificates.

Table 4: ISO 9001, 14001 Certificates

 ISO 9001 ISO 14001

KONČAR - Tools 

KONČAR - Distribution and Special Transformers

KONČAR - Electric Vehicles

KONČAR - Medium Voltage Apparatus

KONČAR - High Voltage Switchgear

KONČAR - Electronics and Informatics

KONČAR - Infrastructure and Services

KONČAR - Generators and Motors

KONČAR - Electrical Engineering Institute

KONČAR - Power Plant and Electric Traction Engineering

KONČAR - Household Appliances

KONČAR - Small Electrical Machines

KONČAR - Metal Structures

KONČAR - Instrument Transformers

KONČAR - Engineering for Plant Installation & Commissioning 

KONČAR - Low Voltage Devices

KONČAR - Switchgear 

KONČAR - Catering Equipment

KONČAR - Power Transformers 
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11. Corporate Social Responsibility 

For many years now, corporate social responsibility in 

KONČAR has taken an important position in the busi-

ness policy and day-to-day activities. 

KONČAR’s starting point is that a company has not 

only to follow its basic objective of creating new values 

but also to care for other elements of the company’s 

operations. First of all, this relates to care for human 

beings (the foundation of the values of any company), 

the environment and all elements having to do with 

the protection and preservation of natural resources. 

This also goes for the cooperation with the community 

at large in which the company operates. 

During 2008, KONČAR continued to devise, imple-

ment and improve its activities at the companies and 

the concern levels. More details on this subject will 

be presented in the Corporate Social Responsibility 

Report. 

The most significant 2008 activities were linked with 

further improvement of the working conditions for all 

employees (starting from ensuring quality job posi-

tions, professional improvement and training, to regu-

lar preventive medical care and other such matters). 

Given that KONČAR manufactures products, equip-

ment and plants used in environmentally important 

fields (first of all related to the natural water resources 

and those in urban environments) in which every break-

down or incident may cause a great deal of damage, 

the control and quality of input raw materials, com-

ponents, production processes and of final products 

and plants is a priority which is being continuously ad-

vanced and adjusted to meet the highest world stand-

ards. The results may be seen in the negligible percent 

of failures or product complaints, as well as in satisfac-

tion of clients coming from the most demanding mar-

kets. A testimony to that is an increasing number of 

certificates. Hence, in addition to the ISO 9001 certifi-

cates, the KONČAR companies also posses ISO 14001 

and OHSAS 18001 certificates, as well as many other 

specialised certificates and standards.

Image 14: Sponsored social events 

Table 5: OHSAS 18001

  OHSAS 18001

KONČAR - Distribution and Special Transformers

KONČAR - Institute for Electrical Engineering 

KONČAR - Instrument Transformers

KONČAR - Power Transformers 

Image 15: Workshop “Internal Communications”
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Development activities and projects from the field 

of the application of new technologies are only one 

example of KONČAR’s accountability. The project of 

wind power generation follows this manner of think-

ing, and a demanding wind power generator operation 

started during 2008. 

There is a rich and diverse cooperation with special-

ised and broader communities. Interactivity increases 

the linkages in specific actions being taken. KONČAR 

remains interested in partaking in activities dealing 

with educational processes, scientific processes, as 

well as in sports and all other activities contributing to 

the improvement of the life and the leisure activities of 

children and young people. 

KONČAR - Electrical Engineering Institute was award-

ed with “Index CSR”, a prize for the first time awarded 

by the Croatian Chamber of Commerce to the best 

performing companies in the field of socially respon-

sible operations. 

In 2008, KONČAR produced its first Corporate Social 

Responsibility Report (for the year of 2007) follow-

ing the Global Reporting Initiative (GRI G3) guidelines 

and the Global Compact principles. With this report, 

KONČAR positioned itself amongst a small group of 

Croatian companies producing such reports (while it is 

the only report consolidating both GC and GRI). 

The KONČAR Corporate Social Responsibility Report 

was published at the official websites of Global Re-

porting Initiative and Global Compact. Thus, KONČAR 

belongs to the group of socially responsible companies 

as per the globally defined criteria. 

KONČAR is a part of the Global Compact network (UN 

Global Treaty), the largest world initiative in the field of 

socially responsible corporate operations. 

More information on corporate social responsibility 

may be found in the 2008 Annual Corporate Social Re-

sponsibility Report. 

11. Corporate Social Responsibility 

Image 16: “Index CSR” “Index CSR”
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THE FOLLOWING WILL CONTINUE TO CONSTITUTE THE STRATEGIC ORIENTATION 

OF THE CONCERN FOR THE PERIOD 2009-2013:

• core business: energy and transport 

• products and services: resulting from own development 

• products and services: individual - tailor made and small series 

• plants: turn-key

• knowledge company and centres of excellence 

• ESOP

• market niches

12. Future Development Strategy

A medium-term KONČAR Group plan for the period 

2009-2013 was produced and adopted in late 2008. 

One of the important objectives in producing the Plan 

was to have each of the Group’s companies review 

their positions in the domestic and international mar-

kets and define their visions in the new operating con-

ditions. The exercise of evaluating the market position 

and further development options in all of the compa-

nies and programmes involved the consideration and 

analysis of strengths, weaknesses, opportunities and 

threats as compared with the competitors and the en-

vironment. 

In the forthcoming period, the KONČAR Group plans 

to run stable financial operations and achieve positive 

financial results on an ongoing basis, coupled with in-

creasing levels of contracting, increasing the share of 

exports in the sales revenue structure, the develop-

ment of new products and services, rejuvenation of 

cadre and an ongoing professional training of staff. 
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KONČAR - ELEKTROINDUSTRIJA GROUP 

Annual consolidated financial statements and the Independent 
Auditor’s Report for the year ended 31 December 2008
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The Company’s Board is responsible for ensuring that the consolidated financial statements for year ended 

31 December 2008 are prepared in accordance with the Accounting Law (National gazette No 109/07) and the 

International Financial Reporting Standards (National gazette No 140/06, 30/08, 130/08, 137/08) issued by the 

Committee for Financial Reporting Standards, to give a true and fair view of the financial position, the results of 

operations, the changes in equity and the cash flows of the Company for that period.

After making enquiries, the Board has a reasonable expectation that the Group has adequate resources to con-

tinue in operational existence for the foreseeable future. Accordingly, the Board has adopted the going concern 

basis in preparing the consolidated financial statements of the Group.

In preparing those consolidated financial statements, the responsibilities of the Board include ensuring that:

• suitable accounting policies are selected and then applied consistently;

• judgments and estimates are reasonable and prudent;

•  applicable financial reporting standards are followed, subject to any material departures disclosed and explained 

in the consolidated financial statements; and

•  the consolidated financial statements are prepared on the going concern basis unless such assumption is not 

appropriate. 

The Board is responsible for keeping proper accounting records, which disclose with reasonable accuracy at any 

time the financial position and the results of operations of the Group and their compliance with the Account-

ing Law (National gazette No 109/07) and the International Financial Reporting Standards (National gazette No 

140/06, 30/08, 130/08, 137/08) issued by the Committee for Financial Reporting Standards. The Board is also 

responsible for safeguarding the assets of the Group and hence for taking reasonable steps for the prevention 

and detection of fraud and other irregularities.

Signed on behalf of the Board: 

Responsibility for the Consolidated Financial Statements

Darinko Bago, President of the Management Board

KONČAR - Elektroindustrija d.d., Zagreb
Fallerovo šetalište 22
10 000 Zagreb

30 March, 2009
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Independent Auditor’s Report
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Consolidated Income Statement
For the year ended 31 December 2008

The accompanying notes from 1 to 51 set out below form an inseparable part of these consolidated financial statements.

  2008 2007
 Note in HRK in HRK
Revenue 3 �,874,57�,440 �,584,853,747
Other operating income 4 �78,990,9�8 �30,53�,556
Operating income  3,053,562,358 2,715,385,303
Increase in inventories of work in progress and finished goods 5 36,977,06� 8,676,��0

Cost or raw material and supplies 6 (�,59�,596,584) (�,347,700,80�)
Costs of goods sold 7 (�47,9�0,09�) (�58,598,050)
Other external charges 8 (385,303,�88) (373,3�8,030)
Material costs  (�,��5,809,863) (�,879,6�6,88�)
   
Net wages and salaries   (�65,598,6�0) (�39,3�3,073)
Taxes and contributions from wages and salaries   (��0,�77,049) (�87,48�,836)
Staff costs 9 (475,875,659) (4�6,805,909)
Depreciation and amortization expense �0 (7�,06�,�73) (68,738,859)
Other costs ��  (��5,854,�84) (��8,733,3�9)

Value adjustment of long-term property  (�4,007,5�7) -
Value adjustment of short-term property  (�3,50�,�73) (��,099,�06)
Value adjustment  �� (37,509,800) (��,099,�06)
Provisions for risks and charges �3 (�67,�05,7�0) (�06,3��,953)
Other operating expenses �4 (�6,�57,687) (�7,050,734)
Operating expenses  (2,982,498,015) (2,630,691,551)

Interest, foreign exchange differences, dividends and similar income
from relations with related companies  �68,078 7�,4�7
Interest, foreign exchange differences, dividends and similar income 
from relations with non-related companies and other entities  59,�4�,795 45,035,004
Part of income from associated companies and participating interests  8�,9�5,�09 40,799,436
Unrealized profits (income)  - �,686,750
Financial income �5 141,236,082 88,592,607

Interest, foreign exchange differences and other expenses from   
relations with related companies  (�46,�63) (�63,379)
Interest, foreign exchange differences and other expenses from 
relations with non-related companies and other entities  (60,553,�47) (33,537,73�)
Unrealized losses (expenses) of financial property  (5,335,587) -
Financial expenses �6 (66,135,097) (33,701,110)
TOTAL INCOME  3,194,798,440 2,803,977,910
TOTAL EXPENSES  (3,048,633,112) (2,664,392,661)
PROFIT BEFORE TAXATION  146,165,328 139,585,249
Income tax expense �7 (�6,595,306) (�3,36�,980)
PROFIT FOR THE PERIOD  129,570,022 116,223,269
Profit subscribed to the parent capital holders  103,832,296 83,896,758
Profit subscribed to minority interest  25,737,726 32,326,511
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Consolidated Balance Sheet
As of 31 December 2008

  At 31 December At 31 December
   2008  2007

 Note in HRK in HRK
ASSETS
Development costs  6,�66,970 5,754,�6�
Concessions, patents, licences, trade and service marks, software and other rights  �,847,7�8 �,936,��0
Goodwill  7,083,650 5,848,040
Intangible property in the course of preparation  �7,�99,006 37�,9�7
Other intangible property  668,�30 �30,5�7
Intangible property �9 34,165,484 15,040,855
Land  �54,469,�39 �53,9�3,6�3
Buildings  40�,0�9,059 399,773,8�3
Plant and equipment  �4�,533,873 �34,9��,558
Tools, fittings and transport vehicles  73,060,806 69,933,704
Advance payments for tangible property  3,098,065 6,835,468
Tangible property under construction  �6,4�9,378 �8,�48,960
Other tangible property  7�7,�6� 935,456
Investments into real estate  93,95�,533 �07,376,549
Tangible property �0 896,279,214 891,840,131
Portions (shares) with related companies  ��7,8�9,054 89,4�4,379
Participating interests (portions)  69�,3�6 69�,3�6
Investments into securities  4,679,954 �4,008,303
Advances, loans, deposits, etc.  �,635,�08 988,004
Other financial property  ���,59� 7�,744
Financial property �� 124,937,124 105,183,746
Amounts due on the basis of sale on credit  46,847,8�� 58,497,�87
Other receivables  9,37�,065 8,979,583
Receivables �� 56,218,886 67,476,870
LONG TERM PROPERTY  1,111,600,708 1,079,541,602

Raw material and supplies  308,�6�,703 �59,034,�96
Work in progress  ��6,50�,790 ��0,977,336
Unfinished and semi-finished products  6�,469,306 7�,0�0,964
Finished goods  �04,855,044 65,3�7,�84
Merchandise  �8,854,�35 �0,33�,7�3
Prepayments for stocks  8�,97�,4�9 7�,80�,037
Other property intended for sale  754,036 756,�85
Inventories �3 703,670,443 610,239,815
Amounts due from related companies �4 63,3�4,76� 37,053,868
Trade receivables �5 9�4,7��,637 707,397,043
Amounts due from employees and company’s members �6 �,�96,05� �,���,�99
Receivables from the state and other institutions �7 45,978,040 40,958,74�
Other receivables �8 4�,7�3,670 37,000,564
Receivables  1,076,914,159 823,621,515
Advances, loans, deposits, etc.  �8,90�,593 �0,43�,93�
Financial property �9 28,901,593 20,431,932
Cash with banks and in hand 30 372,394,492 305,566,756
SHORT TERM PROPERTY  2,181,880,687 1,759,860,018

Prepaid costs of the future period and accrued income 3� 3,858,376 3,985,073
TOTAL ASSETS  3,297,339,771 2,843,386,693
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The accompanying notes from 1 to 51 set out below form an inseparable part of these consolidated financial 
statements.

Consolidated Balance Sheet
As of 31 December 2008 - continued

  At 31 December At 31 December
  2008 2007

 Note in HRK in HRK
EQUITY AND LIABILITIES 
Registered (subscribed) capital 3�,44 1,028,847,600 1,028,847,600
Capital reserves  (1,387,727) (1,387,727)
Legal reserves  8,887,�9� 6,847,936
Reserves for own shares  ��,�55,853 ��,�55,853
Own shares and portions  (��,�55,853) (��,�55,853)
Statutory reserves  63,340,737 3�,045,�06
Other reserves  34,396,7�0 �6,405,634
Reserves from net income  106,624,638 64,298,676
Retained profit  57,179,891 14,505,482
Profit of the year  103,832,296 83,896,758
Minority interest  181,977,057 177,526,051
CAPITAL AND RESERVES 3�,44 1,477,073,755 1,367,686,840
   
Provisions for retirement costs, severance pays and similar liabilities  �4,383,��� ��,983,7�7
Other provisions  440,0�0,009 �83,633,�4�
Provisions 33 454,393,221 296,616,958
Liabilities for loans, deposits, etc.  �,890,000 700,000
Amounts due to banks and other financial institutions  6�,676,864 84,474,�88
Other long-term liabilities  �,47�,598 3,3��,3�0
Long term liabilities 34 68,039,462 88,496,608
Liabilities to related companies 35 34,�59,�5� �,07�,�75
Liabilities for loans, deposits, etc. 36 340,000 �70,000
Amounts due to banks and other financial institutions 37 �9�,050,473 ��8,�76,674
Advance payments received 38 353,869,��5 337,�56,85�
Trade payables 39 5�8,�86,495 4�8,994,755
Amounts due to employees 40 33,�73,�94 �9,�79,��3
Liabilities for taxes, contributions and similar appropriations 4� 40,539,080 45,485,685
Liabilities on the basis of participation in the result  460,949 397,465
Other short-term liabilities 4� 9,3�4,943 8,638,3�0
Short term liabilities  1,192,193,510 980,570,139
Deferred payment of costs and income of the future period 43 105,639,823 110,016,148
TOTAL EQUITY AND LIABILITIES  3,297,339,771 2,843,386,693

CAPITAL AND RESERVES
Subscribed to parent capital holders  1,295,096,698 1,190,160,789
Subscribed to minority interests   181,977,057 177,526,051
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Consolidated Statement Of Changes In Equity
For the year ended 31 December 2008

The accompanying notes from 1 to 51 set out below form an inseparable part of these consolidated financial 
statements.

   2008 2007
 Note in HRK in HRK
Subscribed capital  �,�3�,550,600 �,�3�,806,744
Capital reserves  (�,387,7�7) (�,387,7�7)
Reserves from net income  �59,7��,938 �07,954,3�9
Retained profit  56,6�7,9�� ��,090,�35
Profit of the current year  ��9,570,0�� ��6,��3,�69
Total capital and reserves 3�,44 1,477,073,755 1,367,686,840
Foreign exchange differences on the basis of net investments into company abroad  435,079 ��9,000
Correction of materially important errors of the previous period  �,�78,343 -
Other changes in capital  �07,773,493 �55,787,836
Total increase in capital  109,386,915 155,906,836
   
Increase in the amount of capital subscribed to the parent capital holders  �04,935,909 �09,754,359
Increase in the amount of capital subscribed to minority interest  4,45�,006 46,�5�,477
Total increase in capital  109,386,915 155,906,836
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Consolidated Cash Flows Statement
For the year ended 31 December 2008

The accompanying notes from 1 to 51 set out below form an inseparable part of these consolidated financial 
statements.

   2008 2007
  Note in HRK in HRK
I BUSINESS ACTIVITIES   
 Cash received from customers  4,365,8�6,546 �,97�,�4�,43�
 Cash received from royalties, fees, commissions, etc.   �6,503 -
 Cash received from insurance companies  �8,558,756  9,600,36�
 Cash received on the basis of a refund of taxes  �70,�66,556 ���,3�9,�70
 Interest received  ��,6�0,�44 �0,0�3,756
 Other cash receipts  ��4,00�,305  6�,366,937
 Total cash receipts from business activities  4,701,170,910  3,165,441,756
 Cash paid to suppliers  (3,64�,734,604) (�,338,�95,50�)
 Cash paid to employees  (556,�45,�97) (50�,368,89�)
 Cash paid to insurance companies  (9,578,433)  (�0,75�,603)
 Interest paid  (��,88�,877)  (�4,754,000)
 Taxes paid   (�03,467,900)  (�9,�60,000)
 Other money expenses  (�64,445,90�) (�57,007,760)
 Total money expenses from business activities   (4,598,254,913) (3,041,438,756)
 NET INCREASE IN CASH FLOW FROM BUSINESS ACTIVITIES  102,915,997 124,003,000
II INVESTING ACTIVITIES   
 Cash receipts from sale of long-term intangible and tangible property  ��,483,�3� 7,678,�58
 Cash receipts from sale of equity and debt financial instruments  5,87�,665 �3,07�,74�
 Dividends received  83,�55,7�4 5�7,000
 Total money receipts from investing activities  101,511,510 21,278,000
 Cash paid for the acquisition of long-term intangible and tangible property   (96,�75,746) (65,9�8,3�5)
 Cash paid for the acquisition of equity and debt financial instruments  (44,�04,304) (5,664,575)
 Other money expenses from investing activities  (�,060,484) (3,5�6,�00)
 Total money expenses from investing activities  (141,540,534) (75,109,000)
 NET DECREASE IN CASH FLOW FROM INVESTING ACTIVITIES  (40,029,024) (53,831,000)
III FINANCIAL ACTIVITIES   
 Cash receipts from the issue of equity and debt financial instruments  6�,08�,866 -
 Cash receipts from the loan principal, debentures, advances and other loans  �75,859,�59 �99,43�,000
 Other receipts from financial activities  ��4,853,678 -
 Total money receipts from financial activities  452,794,803 199,432,000
 Cash expenses for the repayment of loan principal and bonds  (��5,8�6,7�3) (�0�,�00,000)
 Cash expenses for the payment of dividends  (76,369,�68) (�6,939,000)
 Other cash expenses from financial activities  (�56,658,059) (30,89�,000)
 Total money expenses from financial activities  (448,854,040) (249,930,000)
 NET INCREASE /(DECREASE) IN CASH FLOW FROM FINANCIAL ACTIVITIES  3,940,763 (50,498,000)
 TOTAL INCREASE IN CASH FLOW  66,827,736 19,674,000
 CASH AND CASH EQUIVALENTS AT THE BEGINNING OF THE PERIOD 30 305,566,756 285,892,756
 INCREASE IN CASH AND CASH EQUIVALENTS  66,827,736 19,674,000
 CASH AND CASH EQUIVALENTS AT THE END OF THE PERIOD 30 372,394,492 305,566,756
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1. GENERAL

1.1. Activity

The main activities of the Group KONČAR - Elektroindustrija, Zagreb (‘’Group’’) include production of electric 
machines and appliances, production of means of transportation, machinery and metal-working industry. 

The main activities of the Group are divided into three basic areas:

• Industry: electromotive plants, medium and low voltage electric equipment and catering equipment;

•  Energetics and Transport: designing and building of production plants, transmission and distribution of electricity and 
appertained equipment, thyristoric locomotives, trams and electric equipment for stable electric towing devices and

• Trade: electric household appliances, serial products and low voltage electric appliances.

Within the Group, there are 17 subsidiary companies from the basic activity and 2 subsidiary companies of special 
activities, i.e. for the research and development of products and infrastructure services. Also there are 2 subsidi-
ary companies registered abroad (1 active and 1 dormant), acting as representative offices or distributors of the 
Group’s products and suppliers of raw material.

The Group has 1 associated company.

The Parent company of the Group is KONČAR - Elektroindustrija dioničko društvo, Zagreb, Fallerovo šetalište 22 
(‘’the Company’’). The Company’s main activity is managing the companies owned by it.

1.2. Number of staff

The number of staff employed by the Group at 31 December 2008 was 4,274 employees (2007 was 4,217 employees).

1.3. Supervisory and Management Board of the Company

The members of the Supervisory Board of the  
Company:
Leo Begović President of the Supervisory Board
Ivan Lučić  Vice-president of the Supervisory  

Board
Ante Babić Member of the Supervisory Board
Kristijan Floričić Member of the Supervisory Board
Ivan Rujnić Member of the Supervisory Board
Zdenka Matković Member of the Supervisory Board
Đuro Perica Member of the Supervisory Board
Nenad Matić Member of the Supervisory Board
Jasminka Belačić Member of the Supervisory Board

Notes to the Consolidated Financial Statements
For the year ended 31 December 2008

The members of the Management Board:
Darinko Bago  President of the Management 

Board
Marina Kralj Miliša  Member of the Board, in charge of 

Legal activities, general administra-
tive services and human resources

Jozo Miloloža  Member of the Board, in charge of 
Finances

Davor Mladina  Member of the Board, in charge of 
Industry and Trade

Božidar Piller  Member of the Board, in charge of 
Energetic and transport

Vladimir Plečko  Member of the Board, in charge of 
Corporate Development and ICT
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The amount of compensation to members of the Management and the Supervisory Board of the Company is stated in 
Notes 9 and 11 to the financial statements.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Set out below are the principal accounting policies.

2.1. Basis of presentation 

Consolidated financial statements of the Group for 2008 are prepared in accordance with the Accounting Law (Na-

tional gazette No 109/07) and the International Financial Reporting Standards (‘’IFRS’’) (National gazette No 140/06, 

30/08, 130/08, 137/08) issued by the Committee for Financial Reporting Standards and in accordance with the 

Regulations on the structure and content of the annual financial statements (National gazette No 38/08, 12/09).

Consolidated financial statements of the Group have been prepared by the application of basic accounting pre-

sumption of the business event inception upon which the effects of operations are recognized when arisen and 

are shown in the financial statements for the period to which they relate and with the basic accounting assumption 

that going concern concept is applied. 

2.2. Basis of consolidation

The consolidated financial statements incorporate the financial statements of the Company and enterprises controlled 

by the Company (its subsidiaries). Control is achieved where the Company has the power to govern the financial and 

operating policies of an investee enterprise so as to obtain benefits from its activities. 

The results of related companies acquired or disposed of during the year are included in the income statement from 

the effective date of acquisition or up to the effective date of disposal, as appropriate. 

All significant intercompany transactions and balances between Group’s enterprises are eliminated on consolidation.

2.3. Investment in associates

An associate is an enterprise in which the Company owns 20% to 50% of voting rights and over which it is in a 

position to exercise significant influence, but not control, through participation in the financial and operating policy 

decisions of the associate. The results, assets and liabilities of associates are incorporated in these consolidated 

financial statements using the equity method of accounting. Investments in associates are carried in the balance 

sheet at cost as adjusted by post-acquisition changes in the Group’s share of the net assets of the associate, less 

any impairment in the value of individual investments.

2.4. Reporting currency 

The consolidated financial statements of the Group are prepared in Croatian kuna as a measuring and reporting cur-

rency of the Company.

Notes to the Consolidated Financial Statements
For the year ended 31 December 2008
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2.5. Revenue recognition 

Sales of goods and services are recognized when goods are delivered and services are rendered, and the title has 

passed. Interest income is accrued on a time basis, by reference to the principal outstanding and at the applicable 

effective interest rate. 

Dividend income, or income from the share in the profit, is recognized when the right to receive payment has 

been recognized.

2.6. Borrowing costs

Borrowing costs are charged to the statement of income in the period in which they are incurred.

2.7. Construction contracts

Where the outcome of a construction contract can be estimated reliably, revenue and costs are recognized by 

reference to the stage of completion of the contract activity at the balance sheet date, as measured by the propor-

tion that contract costs incurred for work performed to date bear to the estimated total contract costs. Variations 

in contract work, claims and incentive payments are included to the extent that they have been agreed with the 

customer. 

Where the outcome of a construction contract cannot be estimated reliably, contract revenue is recognized to the 

extent of contract costs incurred that is probable to be recoverable. Contract costs are recognized as expenses 

in the period in which they are incurred. 

When it is probable that total contract costs will exceed total contract revenue, the expected loss is recognized 

as an expense immediately.

2.8. Leasing

Rentals payable under operating leases are charged to income on a straight-line basis over the term of the rel-

evant lease.

2.9. Foreign currency transactions

Transactions in currencies other than Croatian kuna are initially recorded at the rates of exchange prevailing on 

the dates of the transactions. Monetary assets, receivables and liabilities denominated in such currencies are 

retranslated at the rates prevailing on the balance sheet date. Gains and losses arising on translation are included 

in the income statement for the current year.

 At 31 December 2008 the official rate of Croatia kuna was 7.32 HRK for 1 EUR (At 31 December 2007 was 7.33 

HRK) and 5.16 HRK for 1 USD (At 31 December 2007 was 4.99 HRK).

Notes to the Consolidated Financial Statements
For the year ended 31 December 2008
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On consolidation, the assets and liabilities of the Group’s foreign operations are translated at exchange rates pre-

vailing on the balance sheet date. Income and expense items are translated at the average exchange rates for the 

period. Exchange differences arising, if any, are classified as equity. Such translation differences are recognized 

as income or as expenses in the period in which the operation is disposed of. 

2.10. Income tax

The tax currently payable is based on the result for the year, adjusted by non-taxable and tax non-deductible items 

(70% of entertainment expenses; 30% of costs for the use of personal cars, etc.). Income tax is calculated using 

tax rates that have been enacted by the balance sheet date. 

2.11. Long term intangible and tangible assets

Long-term intangible and tangible assets are carried at historical acquisition cost which comprises purchase price, 

import duties and non-refundable sales taxes, after deduction of commercial discounts and rebates, as well as all 

other costs directly attributable to bringing the asset to its working condition for its intended use.

Long-term intangible and tangible assets are recognized if it is likely that future benefits attributable to the prop-

erty will inflow to the Group, and if the cost of acquisition of an asset can be reliably measured, and if a single 

purchase value of property exceeds HRK 2,000.

After first recognition, the property is carried at historical acquisition cost less accumulated depreciation and any 

accumulated impairment losses.

Maintenance and repairs, replacements and improvements of minor importance are expensed as incurred. 

Where it is obvious that expenses incurred resulted in increase of expected future economic benefits to be 

derived from the use of an item of long-term intangible or tangible property in excess of the originally assessed 

standard performance of the asset, they are added to the carrying amount of the asset. Gains or losses on the 

retirement or disposal of long-term intangible and tangible asset are included in the statement of income in the 

period in which they occur. 

Investment into real estate (land, buildings) which are the property of the Group or in a financial lease are held 

to enable the Group to realize rental income and as a short-term potential for rendering of co-guarantees and 

solidarity warranties for related companies, as well as because of the increase of a market value of property with 

an intention of the future sale.

Depreciation commences on putting an asset in use, i.e. when it is at the location and in a condition necessary 

for utilization. Depreciation count of property ceases when the property is classified as property held for sale. 

Depreciation is charged so as to write off the cost or valuation of each asset, other than land and long- term 

intangible and tangible property under construction, over their estimated useful lives, using the straight-line 

method, on the following basis:

Notes to the Consolidated Financial Statements
For the year ended 31 December 2008
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 Depreciation rate (from - to %)

Development costs �5%

Concessions, patents, licences, software, etc. �5%

Other intangible property �5%

Buildings �,�% - 7,7%

Plant and equipment 6,8% - 50%

Tools, fittings and transport vehicles �5%

Other tangible property �0%

2.12. Financial property

Financial property represents the cash, the investments in cash, objects and the cession of rights with an intention 
of securing of income and is classified at the balance sheet date, as follows:

• financial property intended for trade which change in fair value is recognized into the profit and loss account;

• investments held to the maturity date;

• advances, loans and receivables;

• financial property available for sale which change in fair value is recognized into capital as a revaluation reserve.

2.13. Inventories

Inventories are stated at the lower of cost and net realizable value. Cost of inventories comprises all purchase 
costs, cost of conversion and other costs that have been incurred in bringing the inventories to their present loca-
tion and condition. Cost is calculated using the weighted average method.

Net realizable value represents the estimated selling price during a normal course of operations less all estimated 
costs of completion and necessary costs to be incurred in selling.

If the value of inventories is higher than the estimated net selling price, an allowance is created and charged to 
income statement for the current year.

Small inventories, packing and car tyres are written off by 100% at the moment when they are put into use.

2.14. Other property intended for sale

Property intended for sale represents long-term intangible and tangible property which is expected, due to ceas-
ing of utilization or suspension of operations, to be sold within a one year period from the date of classification.

Property intended for sale is stated at the lower of a net book value and fair value less selling costs.

2.15. Receivables

Receivables are initially measured at fair value. At each balance sheet date, receivables, which collection is

Notes to the Consolidated Financial Statements
For the year ended 31 December 2008
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expected in a period longer than a year, are stated at depreciated cost by the application of effective interest rate 
method less impairment value. Short-term receivables are stated at initially recognized nominal amount less cor-
responding amount of value provision for estimated uncollectible amounts and the value decreases. 

The value of receivables is decreased and the impairment losses arise only and exclusively if an objective evi-
dence exists in respect of a value decrease resulted from a certain or more events arisen after the initial recogni-
tion of property, when such event has the impact to the estimated future cash flows from receivables which can 
be reliably determined. At each balance sheet date, it is estimated whether an objective evidence in respect of 
a value decrease of a single receivable exists. If an objective evidence exists in respect of a value decrease of 
receivables, the amount of loss is measured as a difference between a net book value and the estimated future 
cash flows. Net book value of receivables will be decreased directly or by using a separate account of value provi-
sion. The amount of a loss is recognized by charging the profit and loss account for the current year.

2.16. Cash with banks and in hand 

Cash consists of balances with banks and cash in hand, demand deposits and securities payable at call or with 
maturities of up to three months. 

2.17. Impairment

At each balance sheet date, the Company reviews the carrying amounts of its assets to determine whether there 
is any indication that those assets have suffered an impairment loss. If any such indication exists, the recover-
able amount of the asset is estimated in order to determine the extent of the impairment loss. If the recoverable 
amount of an asset is estimated to be less than its carrying amount, the carrying amount of the asset is reduced 
to its recoverable amount.

2.18. Financial instruments 

Financial instruments are classified as assets, liabilities or equity instruments in accordance with applicable con-
tracts. Interest, dividends, gains and losses on financial instruments classified as financial assets or liabilities are 
recognized as income or expense when they arise.

Financial assets and financial liabilities are recognized on the Group’s balance sheet when the Company or sub-
sidiary company of the Group becomes a party to the contractual provisions of the instrument.

Receivables are stated at their nominal value as reduced by appropriate allowances for estimated irrecoverable 
amounts.

Liabilities are stated at their nominal amounts.

Investments are recognized on a trade-date basis of accounting and initially are measured at cost, which includes 
transaction costs. Investments are classified as held for trading which change in fair value is recognized in the 
profit and loss account or as investments available for sale which change in fair value is recognized in capital as 
revaluation reserve.

Notes to the Consolidated Financial Statements
For the year ended 31 December 2008
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Interest-bearing bank borrowings are recorded at the proceeds received.

Acquired treasury shares are recorded at cost. Upon further sale, they are recorded at selling price. Gains and 

losses upon the sale of treasury shares are recorded as capital gain and loss, respectively. 

The Management Board of the Group believes that the fair values of all assets and liabilities stated in the balance 

sheet are not materially different from their carrying amounts.

2.19. Provisions

A provision is recognized only when the Group has a present obligation as a result of a past event and if it is prob-

able that an outflow of resources embodying economic benefits will be required to settle the obligation, and if 

a reliable estimate can be made of the amount of the obligation. Provisions are reviewed at each balance sheet 

date and adjusted to reflect the current best estimate. 

Provisions are determined for given guarantees, costs of legal proceedings pending, costs of legal proceedings, 

restructuring costs, costs of severance pays and costs of jubilee awards to employees and retirement costs.

Provision of costs of jubilee awards to employees and retirement costs (regular jubilee awards and severance 

pays) is determined as a net book value of the future pay-offs using a discount rate equal to the interest rate on 

government bonds.

2.20. Contingent liabilities and assets

Contingent liabilities are not recognized in the consolidated financial statements of the Group, but disclosed in 

notes to the consolidated financial statements.

A contingent asset is not recognized in the consolidated financial statements of the Group, but disclosed in the 

moment when an inflow of economic benefits is probable.

2.21. Subsequent events 

After the balance sheet date events that provide additional information about the Group’s position at the balance 

sheet date (adjusting events) are reflected in the consolidated financial statements. Post-year-end events that are 

not adjusting events are disclosed in the notes to the consolidated financial statements when material.

Notes to the Consolidated Financial Statements
For the year ended 31 December 2008
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2.22. Consolidation At 31 December 2008 At 31 December 2007 

  Portion of Portion of  Portion of Portion of  
  ownership voting power ownership voting power
  interests (%) held (%) interests (%) held (%)

Subsidiary companies:
Subsidiaries registered in Croatia included into consolidation
Končar-Kućanski aparati d.o.o., Zagreb  �00,00 �00,00 �00,00 �00,00

Končar-Mali električni strojevi d.d., Zagreb  �00,00 �00,00 �00,00 �00,00

Končar-Inženjering za energetiku i transport d.d., Zagreb  �00,00 �00,00 �00,00 �00,00

Končar-Energetika i usluge d.o.o., Zagreb  �00,00 �00,00 �00,00 �00,00

Končar-Institut za elektrotehniku d.d., Zagreb  �00,00 �00,00 �00,00 �00,00

Končar-Niskonaponske sklopke i prekidači d.o.o., Zagreb  �00,00 �00,00 �00,00 �00,00

Končar-Generatori i motori d.d., Zagreb  �00,00 �00,00 �00,00 �00,00

Končar-Alati d.d., Zagreb  �00,00 �00,00 �00,00 �00,00

Končar-Ugostiteljska oprema d.d., Zagreb  �00,00 �00,00 �00,00 �00,00

Končar-Obnovljivi izvori d.o.o., Zagreb  �00,00 �00,00 - -

Končar-Električna vozila d.d., Zagreb  75,04 75,04 75,04 75,04

Končar-Metalne konstrukcije d.d., Zagreb  75,0� 75,0� 75,0� 75,0�

Končar-Elektronika i informatika d.d., Zagreb  75,03 75,03 75,03 75,03

Končar-Sklopna postrojenja d.d., Sesvetski Kraljevec  45,7� 66,85 45,7� 66,85

Končar-Električni aparati srednjeg napona d.d., Zagreb  4�,77 69,87 4�,77 69,87

Končar-Mjerni transformatori d.d., Zagreb  43,40 7�,35 4�,58 7�,35

Končar-Distributivni i specijalni transformatori d.d., Zagreb 5�,7� 67,79 5�,7� 67,79

Končar-Električni visokonaponski aparati d.d., Zagreb  6�,�8 65,09 6�,�8 65,09

Končar-Montažni inženjering d.d., Zagreb  38,49 76,5� 38,49 76,5�

Subsidiary registered abroad included into consolidation    

Kones AG, Zurich, Switzerland  64,00 77,50 64,00 77,50

Subsidiaries not included into consolidation     
Končar-Intertrade Sdn Bhd, Kuala Lumpur, Malaysia  58,4� 58,4� 58,4� 58,4�

Konell d.o.o., Sofija, Bulgaria *  85,00 85,00 85,00 85,00

Končar-Inženjering d.d., Zagreb *  �00,00 �00,00 �00,00 �00,00

Obnovljivi izvori d.o.o., Beograd *  �00,00 �00,00  

Končar-MORAVIA, spol.s.r.o. Brno, Czech Republic  - - �00,00 �00,00

Associated companies:
Associated companies consolidated by equity method   

Končar-Energetski transformatori d.o.o.  49,00 49,00  

Associated companies not included into consolidation  
Elkakon d.o.o., Zagreb *  50,00 50,00

Companies are not consolidated because of the fact that they are dormant, in the process of liquidation or because 
of the immateriality of their own Group’s level.
*indirectly owned by the Company

Notes to the Consolidated Financial Statements
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3. REVENUE
   2008 2007
  in HRK in HRK
Revenue from sale of products in Croatia  �,5�3,69�,699 �,36�,�87,706
Revenue from sale of products abroad  �,�88,6�8,�37 �,�48,��7,658
Revenue from sale to associated companies  7�,�60,604 74,448,383
Total  2,874,571,440 2,584,853,747

4. OTHER OPERATING INCOME
   2008 2007
  in HRK in HRK
Income from sale of long-term property  �,847,45� �,545,�33
Income from reversal of provisions  40,364,573 7�,45�,433
Income from write-offs of liabilities  �,3�9,038 �,04�,��7
Income from rebates, discounts and similar  �,�67,547 4,390,�46
Income from subventions, etc.  5,�4�,363 5,7��,590
Income from previous years  3,�7�,807 �,765,4�8
Rental income  ��,576,�99 �0,803,�9�
Income from collection of receivables previously written-off  7,848,�08 8,736,083
Income from indemnifications  �8,5�3,�35 8,896,749
Surpluses  �,668,3�5 �,699,�74
Income from sale of material  4,30�,058 �,976,698
Income from legal proceedings  6�,�45,4�0 -
Other income  7,604,804 50�,7�4
Total  178,990,918 130,531,556

5. INCREASE IN INVENTORIES OF WORK IN PROGRESS AND FINISHED GOODS

The increase in value of inventories of work in progress and finished goods compared to the prior reporting period 
in the amount of HRK 36,977,061 (2007 in the amount of HRK 8,676,220) is included in the value of inventories.

6. COST OF RAW MATERIAL AND SUPPLIES 

  2008 2007
  in HRK in HRK
Cost of raw material and supplies  �,53�,090,8�� �,�95,60�,4�3
Spare parts  739,73� 690,65�
Small inventory  ��,685,�83 9,089,8�6
Energy  48,080,757 4�,3�8,9�0
Total  1,592,596,584 1,347,700,801

Notes to the Consolidated Financial Statements
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7. COSTS OF GOODS SOLD

Costs of goods sold in the amount of HRK 147,910,091 (2007 in the amount of HRK 158,598,050) relate to the 
purchase value of goods sold.

8. OTHER EXTERNAL CHARGES
  2008 2007
  in HRK in HRK
Telephone cost, postal services and transport  37,995,703 3�,63�,565
External services of manufacturing and sale of goods and services  �68,934,�43 �80,453,�9�
Maintenance (services)  34,444,3�3 3�,�68,7�9
Rental costs and lease  �9,084,4�7 �7,�56,776
Advertising, promotion and trade fairs  6,446,957 4,4�4,�75
Sponsorships and donations  3,474,545 4,�80,�43
Intellectual and personal services  �9,730,635 �5,�57,464
Municipal costs  �7,569,�5� �4,536,��7
Entertainment expenses  �8,05�,568 �8,�8�,646
Education and training  3,74�,483 3,377,�5�
Research and development  4,766,�69 3,647,�65
Other external costs  3�,06�,784 �7,��3,606
Total  385,303,188 373,328,030

9. STAFF COSTS

Net wages and salaries in the amount of HRK 265,598,610 (2007 in the amount of HRK 239,323,073) include 
wages and salaries of the Company’s management and the Companies’ managements of the Group which com-
prise of the Managements’ wages and salaries in the amount of HRK 15,091,936 (2007 in the amount of HRK 
14,878,300) and reserved right of the Management for the salary based on the results of operations in the amount 
of HRK 5,131,865 (2007 in the amount of HRK 4,360,343) and are a component of stated staff costs.

10. DEPRECIATION AND AMORTIZATION EXPENSE
  2008 2007
  in HRK in HRK
Depreciation of intangible property  4,8��,8�9 4,�79,754
Depreciation of tangible property  66,�49,354 64,559,�05
Total  71,062,173 68,738,859

Notes to the Consolidated Financial Statements
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11. OTHER COSTS
  2008 2007
  in HRK in HRK
Daily allowances and travelling costs  35,8�7,000 3�,434,�53
Compensation of costs to employees, grants and subventions  �8,696,63� �8,466,803
Compensations to members of the Supervisory Board (gross amount)  5,085,609 4,684,483
Insurance premiums  ��,407,786 ��,95�,989
Banking services and payment traffic costs  �5,834,5�6 �6,707,��6
Contributions, memberships and similar appropriations  7,��4,063 5,9�3,�07
Taxes not depending on income and charges  7,730,839 5,�65,04�
Other costs  �4,057,740 �3,409,536
Total  125,854,184 118,733,329

12. VALUE ADJUSTMENT
  2008 2007
  in HRK in HRK
Value adjustment of long-term tangible property  �4,007,5�7 -
   
Value adjustment of short-term receivables  �6,�59,559 9,�56,657
Value adjustment of inventories   7,�35,938 ��,84�,449
Value adjustment of short-term financial property  6,776 -
  �3,50�,�73 ��,099,�06
Total  37,509,800 22,099,106

13. PROVISIONS FOR RISKS AND CHARGES
  2008 2007
  in HRK in HRK

Provisions for risks in a guarantee period  77,83�,650 67,986,367

Provisions for risks upon legal proceedings  64,503,�54 6�3,695

Provisions for the renewal of natural resources   3,8�7,��� 5,446,000

Provisions for penalties due to delay into fulfillment of contract  �,398,�90 -

Provisions for stimulative severance pays  �,0�9,387 -

Provisions for regular severance pays and jubilee awards  5,��3,450 5,�98,879

Other provisions  ��,3��,658 �7,058,0��

Total  167,105,710 106,312,953

Notes to the Consolidated Financial Statements
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14. OTHER OPERATING EXPENSES
  2008 2007
  in HRK in HRK

Net book value of long-term property sold  �,039,53� 8�3,�93

Write-off of inventories  �,435,370 358,69�

Write-off of receivables  40�,583 563,93�

Rebates, discounts, bonuses, restitutions, etc.  �,55�,30� �,838,887

Deficit  �,955,0�8 �,078,9��

Penalties, amends, etc.  4,66�,368 7,638,983

Costs of prior periods  �,644,70� �,059,0��

Other operating expenses  �,565,8�3 �,699,��4

Total  16,257,687 17,050,734

15. FINANCE INCOME
  2008 2007

  in HRK in HRK

Interest, foreign exchange gains, dividends and similar income
in connections with related companies   

Dividend income and share in the profit  70,030 7�,4�7

Other financial income  98,048 -

  �68,078 7�,4�7

Interest, foreign exchange gains, dividends and similar income
in connections with non-related companies and other entities  

Interest income  �3,860,709 �3,990,�3�

Foreign exchange gains  3�,63�,�07 �7,304,954

Dividend income and share in the profit  8��,845 9,986

Other financial income  �,8�7,034 �3,7�9,933

  59,�4�,795 45,035,004

Part of income of associated companies and participating interests   

Dividend income and share in the profit  8�,9�5,�09 40,799,436

  8�,9�5,�09 40,799,436

Unrealized gains (income)  - �,686,750

Total  141,236,082 88,592,607

Notes to the Consolidated Financial Statements
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16. FINANCE COST
  2008 2007
  in HRK in HRK

Interest, foreign exchange losses and other costs in connections with 
related companies (in connections with associated companies)  

Interest expense  �48,��6 �63,379

Other financial expense  98,047 -

  �46,�63 �63,379

Interest, foreign exchange losses and other costs
in connections with non-related companies and other entities   

Interest expense  �7,840,3�� �5,054,35�

Foreign exchange losses  4�,64�,0�8 �8,036,637

Other financial expense  �,07�,9�8 446,743

  60,553,�47 33,537,73�

Unrealized losses (expenses) of financial property  5,335,587 -

Total  66,135,097 33,701,110

17. INCOME TAX

17.1. The reconciliation of accounting profit to taxable profit was made as follows:

   2008
   in HRK

Consolidated profit of the Group before taxation   �46,�65,3�8

Equity method and consolidation effects   (37,�94,886)

Subsidiaries operating with loss and thus not subject to taxation   46,�03,338

Increase in profit   77,460,856

Decrease in profit   (�44,4�3,603)

Companies with negative tax base   �4,567,67�

Utilized tax losses carried forward   (8,�55,508)

Taxable profit   �04,333,�96

Effective tax rate of �0%   �0,866,638

Investment incentives   (4,�7�,33�)

Income tax   16,595,306

The applicable income tax rate for 2008 and 2007 was 20%.

Notes to the Consolidated Financial Statements
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17.2. The Group can carry forward tax losses of subsidiaries recording a loss in the year 2008 that are thus not 
subject to taxation, as well as of subsidiaries operating with profit in 2008, but are not the subject to taxation 
because of tax losses brought forward from previous period. Tax losses to carry forward into future period for the 
purpose of reducing taxable profits are available in the period of the following five (5) years. As at 31 December 
2008, total net tax losses to carry forward amount to HRK 117,857,732.

The availability of net tax losses to carry forward expires as follows:

As at 3� December �009   HRK �5,944,606

As at 3� December �0�0   HRK 4,�07,37�

As at 3� December �0��   HRK �8,543,546

As at 3� December �0��   HRK ��,936,477

As at 3� December �0�3   HRK 66,3�5,73�

The benefits of tax losses carried forward have not been recognized in these financial statements because of 
uncertainty as to whether the conditions to utilize them will exist in the future periods.

18. GAINS PER SHARE
  2008 2007
  in HRK in HRK

Net income   �03,83�,�96 83,896,758

Weighted average number of shares  �,57�,��9 �,544,586

Gains per share  40,37 32,97

Notes to the Consolidated Financial Statements
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19.  LONG TERM INTANGIBLE ASSETS

   Concessions,  Goodwill    
  patents,  (difference at      
   licences,  acquisition cost    
 Development software and   in subsidiary   Assets in
in HRK costs other rights companies) Other progress Total

Cost      
At 31 December 2007 52,595,033 13,231,057 5,848,040 736,927 371,917 72,782,974
Transfers from /to - �,398 - - 346,497 348,895

Additions 3,�49,65� �,�5�,847 �,�35,6�0 653,�05 �7,�93,364 �3,483,677

Transfer - 8�0,046 - - (7��,77�) �07,�74

Disposals or retirements - (930,08�) - - - (930,08�)

At 31 December 2008 55,744,684 14,275,266 7,083,650 1,390,132 17,299,006 95,792,738
Accumulated depreciation      
At 31 December 2007  46,840,872 10,294,847 - 606,400 - 57,742,119
Transfers from /to - �,398 - - - �,398

Depreciation charge for �008  �,636,84� �,060,375 - ��5,60� - 4,8��,8�9

Disposals or retirements - (930,08�) - - - (930,08�)

At 31 December 2008 49,477,714 11,427,538 - 722,002 - 61,627,254
Net book value      
At 31 December 2008  6,266,970 2,847,728 7,083,650 668,130 17,299,006 34,165,484
At 31 December 2007  5,754,161 2,936,210 5,848,040 130,527 371,917 15,040,855

Notes to the Consolidated Financial Statements
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20. LONG TERM TANGIBLE ASSETS

    Tools, 
    fittings
    and  Assets
   Plant and  transport  under 
in HRK Land Buildings equipment vehicles Other construction Prepayments Total

Cost        
At 31 December 2007  153,913,623 849,795,361 619,960,458 297,669,068 1,006,280 21,529,214 6,835,468 1,950,709,472
Consolidation entry - - - (�3,379) - - - (�3,379)

Additions - 5,86�,365 5,5�4,769 4,3��,�45 - 76,33�,563 �6,7�3,46� �08,745,304

Transfer 555,6�6 �8,508,588 �9,637,995 �7,747,�97 �9,390 (67,6�9,55�) (�7,74�,933) (�8,90�,598)

Disposals        

or retirements - - (�9,580,98�) (5,�74,840) (�58,090) (53,�40) (�,7�8,93�) (�7,786,�8�)

At 31 December 2008 154,469,239 874,166,314 635,532,241 314,530,291 767,481 30,178,986 3,098,065 2,012,742,617
Accumulated 
depreciation        
At 31 December 2007 - 450,021,548 485,037,900 227,735,364 70,824 3,380,254 - 1,166,245,890
Value adjustment - - - �,084 - 369,354 - 37�,438

Depreciation 

charge for �008 - ��,��5,707 �5,458,598 �8,650,037 �5,0�� - - 66,�49,354

Accelerated depreciation - - �,��0,835 - - - - �,��0,835

Disposals or retirements - - (�8,708,965) (4,9�8,000) (35,6�6) - - (�3,66�,58�)

At 31 December 2008 - 472,147,255 492,998,368 241,469,485 50,220 3,749,608 - 1,210,414,936
Net book value
At 31 December 2008 154,469,239 402,019,059 142,533,873 73,060,806 717,261 26,429,378 3,098,065 802,327,681
At 31 December 2007 153,913,623 399,773,813 134,922,558 69,933,704 935,456 18,148,960 6,835,468 784,463,582

Long-term tangible property (real estate / equipment, etc.) with a net book value in the amount of HRK 376,219,706 
is pledged by the owner as a collateral for the loan repayment of the business banks.

20.1. Investment into real estate in the amount of HRK 93,951,533 (31 December 2007 in the amount of HRK 
107,376,549) relates to immovables intended for future sale. On the basis of the estimate of the court expert a 
value provision was made in the amount of HRK 13,634,805 by charging the profit and loss account.
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21. LONG TERM FINANCIAL PROPERTY
  At 31 December At 31 December
  2008 2007
  in HRK in HRK

Portion (shares) with related companies   
Subsidiary companies   

- Končar-Intertrade Sdn,Bhd, Kuala Lumpur, Malaysia  �70,90� �55,460

- Končar Moravia, spol.s.r.o-., Brno, Czech Republic  - �49,083

  �70,90� 504,543

Other subsidiary companies (grand-daughter)   

- Končar-Inženjering d.d., Zagreb  ��7,787 ��7,787

- Konel d.o.o., Bulgaria  6�,�80 6�,�80

Obnovljivi izvori d.o.o., Beograd, Serbia  3,637 -

  �93,704 �90,067

Associated companies:   

- Končar-Energetski transformatori d.o.o., Zagreb  ��5,4��,856 86,798,�76

   

Other associated companies (grand-daughter)   

- Elkakon d.o.o., Zagreb  �,73�,458 �,73�,458

- Končar-Liftovi d.o.o., Skopje, Republic of Macedonia  99,�35 99,�35

  �,83�,593 �,83�,593

Total  ��7,8�9,054 89,4�4,379

Participating interests (portions)   
- Ferokotao d.o., Donji Kraljevec  �6�,0�6 �6�,0�6

- Novi Feromont d.o.o., Donji Kraljevec  4�9,300 4�9,300

Total  69�,3�6 69�,3�6

Investments into securities   
- Bonds of the Republic of Croatia  �,800,663 6,500,4�0

- Investments into shares  �,879,�9� 7,507,883

Total  4,679,954 �4,008,303

Advances, loans, deposits etc.  1,635,208 988,004
Other  111,592 71,744
Total  124,937,124 105,183,746

Notes to the Consolidated Financial Statements
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22. LONG TERM RECEIVABLES
  At 31 December At 31 December
  2008 2007

  in HRK in HRK

Receivables on the basis of sale on credit   
- Receivables for the flats sold  �9,085,896 ��,�67,�50

- Receivables for the shares sold  3�,600,665 35,486,474

- Receivables upon banks’ guarantees  �,877,�70 4,7�3,�76

- Other given loans  �66,�76 �78,607

Less: Current portion (see Note �8)  (6,88�,�86) (4,�48,��0)

Total  46,847,8�� 58,497,�87

   

Other receivables   
- Receivables on the basis of sale abroad  6,�00,909 6,�99,�49

- Loans given to employees  3,796,�90 3,360,956

Less: Current portion (see Note �8)  (6�6,�34) (680,6��)

   3,�70,�56 �,680,334

Total  9,37�,065 8,979,583

Total  56,218,886 67,476,870

22.1. Under the Law on the sale of flats with tenancy rights, flats owned were sold at an annual interest rate of 
1%, with an average repayment period of 28 years and with a currency clause linked to EUR, pursuant to which 
the receivables are increased or decreased if the exchange rate for EUR changes by more than 5.1% in relation 
to the original exchange rate at the date of execution of the underlying contract on sale of flats. Outstanding in-
stallments in DEM were converted into EUR under the fixed rate of 1.95583 DEM for 1 EUR. Collateral for these 
receivables is mortgage on the flat sold.

22.2. Receivables for the shares sold relate to long-term receivables on the basis of sale of shares of related 
companies Končar-Elektronika i informatika d.d., Končar-Električna vozila d.d. and Končar-Metalne konstrukcije 
d.d. under the program of employees’ shareholding with an installment repayment during a 10 year period.

22.3. Receivables under bank guarantees relate to receivables from OTP banka d.d., Dubrovnik on the basis of a 
guarantee issued by the bank in favour of the Company and relates to securing of receivables from Globus Hold-
ing d.o.o., Zagreb.

22.4. The receivables for foreign sale represent amounts receivable from sale in Bosnia and Herzegovina through 
the firm TAKRAF, Germany, which was taken over by KfW Bank, Berlin.
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23. INVENTORIES
  At 31 December At 31 December
  2008 2007

  in HRK in HRK

Inventories   
Raw material and supplies  333,397,966 �79,400,44�

Spare parts  �09,509 �03,5�7

Small inventory and packing  �,538,097 �,365,038

Work in progress  �36,84�,4�5 ��9,�05,985

Unfinished products and semi-finished products  6�,469,306 7�,0�0,964

Finished products  �04,855,044 65,3�7,�84

Merchandise  �8,854,�35 �0,33�,7�3

Less: Value provision of raw material and supplies, 

spare parts and small inventory and packing  (�7,78�,869) (��,834,70�)

Less: Value provision of production in progress,

finished goods and merchandise  (�0,339,635) (8,��8,649)

Total  6�9,943,978 536,68�,493

Prepayments for stocks   
Advances made in Croatia  54,�06,736 38,693,3��

Less: Value provision  (�78,575) (�90,��7)

  53,9�8,�6� 38,503,094

Advances made abroad  �9,044,�68 34,�97,943

Total  8�,97�,4�9 7�,80�,037

Other property intended for sale  754,036 756,285
Total  703,670,443 610,239,815

23.1. Inventories without a turnover in 2008 in the amount of HRK 24,039,171 were the object of reexamination, 
with a goal of making their possible provision by charging the Profit and loss account. As a result of estimates 
upon their usefulness, a value provision of inventories was made and stated the expense for a value adjustment 
of inventories in the amount of HRK 7,235,938.

23.2. Other property in the amount of HRK 754,036 (At 31 December 2007 in the amount of HRK 756,285) relates 
to real estate which, according to the Management decision of the company Končar-Sklopna postrojenja d.d., is 
intended for sale.

24. AMOUNTS DUE FROM RELATED COMPANIES
  At 31 December At 31 December
  2008 2007

  in HRK in HRK

Associated companies  63,3�4,76� 37,053,868

Total  63,314,761 37,053,868
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25. CURRENT TRADE RECEIVABLES
  At 31 December At 31 December
  2008 2007

  in HRK in HRK

Domestic trade receivables  590,�58,678 4�9,606,408

Less: Value provision  (5,70�,879) (5,89�,760)

  584,555,799 4�3,7�4,648

Foreign trade receivables  363,�0�,685 30�,070,680

Less: Value provision  (�3,046,847) (�8,388,�85)

  340,�55,838 �83,68�,395

Total  924,711,637 707,397,043

25.1. Trade receivables doubtful for collection amounting to HRK 20,453,109 were the object of reexamination, 
with a goal of making their possible provision by charging the Profit and loss account. As a result, a value provision 
of trade receivables was made on the basis of estimates upon their collection in the amount of HRK 16,259,559.

26.  AMOUNTS DUE FROM EMPLOYEES  
AND COMPANY’S MEMBERS

  At 31 December At 31 December
  2008 2007

  in HRK in HRK

Amounts due from employees and company’s members   �,5�3,5�� �,���,�99

Less: Value provision  (3�7,47�) -

Total  1,196,051 1,211,299

27.  RECEIVABLES FROM THE STATE  
AND OTHER INSTITUTIONS 
        At 31 December At 31 December

  2008 2007

  in HRK in HRK

Receivables for a value added tax  35,93�,30� 37,���,�57

Receivables from the Croatian Health Insurance Institute  �,363,795 �,�60,�30

Receivables for the return of prepayments of the income tax  8,044,633 �,3�4,69�

Other  637,3�� �,�6�,663

Total  45,978,040 40,958,741

Notes to the Consolidated Financial Statements
For the year ended 31 December 2008



GROUP

Annual Report 2008

54

28. CURRENT OTHER RECEIVABLES
  At 31 December At 31 December
  2008 2007
  in HRK in HRK
Receivables for the flats sold  5,379,464 4,543,773
Receivables for shares and portions sold  �,�83,694 �,575,000
Receivables on the basis of sale on credit (see Note ��)  6,88�,�86 4,�48,��0
Receivables for the prepayments made for services  �6,039,3�� �3,6�4,849
Receivables on loans and advances given to employees  �3,045 3�,750
Other receivables (see Note ��)  6�6,�34 680,6��
Other  �,579,7�5 �,396,450
Total  41,713,670 37,000,564

29. CURRENT FINANCIAL PROPERTY
  At 31 December At 31 December
  2008 2007
  in HRK in HRK
Given loans, deposits, etc.  �8,870,90� �0,37�,43�
Other  30,69� 60,500
Total  28,901,593 20,431,932

30. CASH WITH BANKS AND IN HAND
  At 31 December At 31 December
  2008 2007
  in HRK in HRK
Current account balance  �04,304,90� 78,�08,���
Foreign currency account balance  �4,�77,86� 38,436,6�7
Cash in hand - HRK  �,�53,4�� �33,854
Securities  �,694,�38 6,7�6,635
Deposits up to 3 monhts  �39,943,6�3 �75,�76,7�8
Letters of credit  - 83�,57�
Other   �05,559 6,409,008
Less: Value provision  (�84,99�) (556,858)
Total  372,394,492 305,566,756

31. PREPAID COSTS OF THE FUTURE PERIOD AND ACCRUED INCOME

The amount of HRK 3,858,376 (At 31 December 2007 in the amount of HRK 3,985,073) relates to prepaid costs of the 
future period in the amount of HRK 3,176,165 (At 31 December 2007 in the amount of HRK 3,300,335) and accrued 
income of the future period in the amount of HRK 682,211 (At 31 December 2007 in the amount of HRK 684,738).
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32. REGISTERED CAPITAL

Registered capital is ascertained in nominal value in the amount of HRK 1,028,847,600 (At 31 December 2007 in 
the same amount) and consists of 2,572,119 shares, with a nominal value of HRK 400 per share.

The ownership structure of the Company is, as follows:

 At 31 December 2008 At 31 December 2007

  Number  Ownership  Number Ownership
Shareholder  of shares share % of shares share %

HPB d.d. (Kapitalni fond d.d.)  7�4,5�5 �8,�7 7�4,5�5 �8,�7

Croatian Privatization Fund / HZMO 
(Croatian Pension Insurance Institute)  384,6�8 �4,95 384,6�8 �4,95

Croatian Privatization Fund  �78,9�8 �0,85 �78,9�8 �0,85

RBA d.d. (collective provider’s account)  �05,038 7,97 ���,79� 8,�3

Floričić Kristijan  ��0,7�4 4,3� �35,7�4 5,�8

PBZ d.d. (The Bank of New York as provider)  �04,44� 4,06 �09,403 4,�5

Societe Generale - Splitska banka d.d. / Erste Plavi 
obvezni mirovinski fond (-obligatory pension fund)  �0�,308 3,94 - -

Societe Generale - Splitska banka d.d. / Allianz ZB d.o.o. 
for the AZ obvezni mirovinski fond (-obligatory pension fund) 7�,50� �,78 - -

PBZ d.d. (collective provider’s account of clients)  45,606 �,77 �3�,�9� 5,�4

Hypo-Alpe-Adria-Bank d.d. / Raiffeisen mirovinsko društvo  37,598 �,46 ��,990 0,89

Hrvatska poštanska banka d.d. (Victoria fond)  - - 39,90� �,55

Other shareholders  47�,330 �8,36 496,445 �9,3�

Končar d.d. (own shares)  35,5�� �,38 35,5�� �,38
Total  2,572,119 100,00 2,572,119 100,00

33. PROVISIONS FOR RISKS AND CHARGES     
    Provisions of costs 
   Provisions of costs  Provisions of  for jubilee
  for the issued  costs for legal  awards and
  guarantees proceedings severance pays Other Total

  in HRK in HRK in HRK in HRK in HRK

At 31 December 2007  203,439,791 67,154,220 12,983,717 13,039,230 296,616,958
Correction of the opening entry  - - (400) (567,�36) (567,636)

Additional provisions  77,�3�,650 64,503,�54 5,�73,450 6,�83,�90 �53,�9�,544

Reversal of provisions  (�9,�46,�50) (�,305,�30) (3,873,555) - (34,3�5,035)

Transfer from short-term provisions  �3,477,390 - - �6,000,000 39,477,390

At 31 December 2008  264,902,581 130,352,144 14,383,212 44,755,284 454,393,221

/i/ Provisions for potential liabilities upon issued guarantees for the return of advance payments in the amount of HRK 
106,436,035 (At 31 December 2007 in the amount of HRK 102,935,343) relate to the kuna countervalue of advance 
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payments in the amount of USD 20,645,127 paid to the companies of the former company Rade Končar, went into bank-
ruptcy. Advance payments were received in respect of projects agreed with Iraqi governmental institutions before 1990. 
Due to situation in Iraqi, these projects have an inactive status. The Company makes efforts to continue work on these 
projects. For the received advance payments were issued guarantees in various currencies, which kuna countervalue at 31 
December 2008 amounts to HRK 60,456,198 (At 31 December 2007 in the amount of HRK 58,568,585).

Other provisions for given guarantees relate to guarantees of other companies into the Group in the amount of HRK 
158,466,546 (At 31 December 2007 in the amount of HRK 100,504,448).

/ii/ Long-term provisions for legal proceedings in the amount of HRK 130,352,144 (2007 in the amount of HRK 67,154,220) 
relate to legal proceedings pending taken against the companies of the Group and potential costs upon legal proceedings.

/iii/ Provisions for the costs of jubilee awards and severance pays in the amount of HRK 14,383,212 (At 31 December 2007 
in the amount of 12,983,717) relate to regular receipts of employees (regular severance pays and jubilee awards).

/iv/ Other long-term provisions in the amount of HRK 44,755,284 (At 31 December 2007 in the amount of HRK 13,039,230 
plus HRK 26,000,000 of short-term provisions) relate to:

• potential costs which may arise due to restructuring and privatization of the companies out of basic activity in the total 
amount of HRK 10,000,000;

• staff costs which may arise by realization of the acquired rights of optional purchase of own shares of the Company in 
the amount of HRK 26,000,000. On the basis of the contract on rights, liabilities and salary, the president and members 
of the Company’s management have acquired in previous accounting period (since 1 January 1999 up to conclusively 31 
December 2007) the optional rights for the purchase of 87,982 shares of the Company. The acquired rights may be realized 
till 18 January 2014;

• provisions which relate to contracted future staff costs in relation to the payment of life insurance premium of the presi-
dent and members of the Company’s management in the amount of HRK 3,885,000, according to the contracts on rights, 
liabilities and salary, applicable for the period since 18 January 2009 till 18 January 2014;

• provisions which relate to products’ examination costs in the amount of HRK 2,471,994; and to 

• provisions for penalty costs in the amount of HRK 2,398,290.

34. LONG TERM BORROWINGS
  At 31 December At 31 December
  2008 2007
  in HRK in HRK
Borrowings, deposits, etc.  3,230,000 870,000
Less: Current portion (see Note 36)  (340,000) (�70,000)
Total  �,890,000 700,000
Liabilities to banks  108,414,434 107,141,803
Less: Current portion (see Note 37)  (45,737,570) (��,667,5�5)
Total  6�,676,864 84,474,�88
Other long-term liabilities  4,092,363 4,504,033
Less: Current portion (see Note 4�)  (�,6�9,765) (�,�8�,7�3)
Total  �,47�,598 3,3��,3�0
Total  68,039,462 88,496,608
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34.1. The movements in borrowings, deposits, etc. during the year may be summarized as follows:

   in HRK

At 3� December �007   870,000

New borrowings   �,530,000

Amounts repaid   (�70,000)

   3,�30,000

Less: Current portion   (340,000)

At 31 December 2008   2,890,000

The repayment schedule of long-term borrowings, deposits, etc. is as follows:

   in HRK

Due in one to two years   5�0,000

Due in two to three years   680,000

Due in three to four years   680,000

Due in four to five years   �,0�0,000

Total   2,890,000

34.2. The movements in liabilities to banks during the year may be summarized as follows: 

   in HRK

At 3� December �007   �07,�4�,803

New borrowings   �5,7�5,�09

Amounts repaid   (�4,635,599)

Foreign exchange differences    �93,0��

   �08,4�4,434

Less: Current portion   (45,737,570)

At 31 December 2008   62,676,864

The repayment schedule of long-term liabilities to banks, is as follows:

   in HRK

Due in one to two years   �8,656,576

Due in two to three years   9,393,5��

Due in three to four years   �5,�73,766

Due in four to five years   3,9��,0�4

Due in over five years   5,44�,987

Total   62,676,864
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35. CURRENT LIABILITIES TO RELATED COMPANIES
  At 31 December At 31 December
  2008 2007
  in HRK in HRK

Associated companies   
Advance payments received  33,50�,003 �,�89,�83

Other liabilities  657,�48 88�,99�
Total  34,159,251 2,071,275

36. SHORT TERM BORROWINGS, DEPOSITS, ETC.
  At 31 December At 31 December
  2008 2007
  in HRK in HRK

Borrowings, deposits, etc. (see Note 34)  340,000 �70,000
Total  340,000 170,000

37.  SHORT TERM LIABILITIES TO BANKS AND  
OTHER FINANCIAL INSTITUTIONS

  At 31 December At 31 December
  2008 2007
  in HRK in HRK

Liabilities to banks and other financial institutions  �46,3��,903 �05,609,�59

Add: Current portion (see Note 34)  45,737,570 ��,667,5�5
Total  192,050,473 128,276,674

37.1. Movements in liabilities to banks and other financial institutions during the year can be summarized as follows:

   in HRK

At 3� December �007   �05,609,�59

New borrowings    �56,�88,734

Amounts repaid   (��5,469,7�7)

Foreign exchange differences   (�5,�73)

   �46,3��,903

Add: Current portion   45,737,570
At 31 December 2008   192,050,473
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38. ADVANCE PAYMENTS RECEIVED
  At 31 December At 31 December
  2008 2007
  in HRK in HRK

Domestic customers  �35,78�,0�8 ��3,00�,385

Foreign customers  ��8,087,�07 ��4,�54,467
Total  353,869,125 337,256,852

39. TRADE PAYABLES
  At 31 December At 31 December
  2008 2007
  in HRK in HRK

Domestic suppliers  337,�37,53� �80,�55,�5�

Foreign suppliers  �85,839,968 �35,04�,5�5

Uninvoiced goods  5,�08,995 �3,796,988
Total  528,186,495 428,994,755

40. CURRENT LIABILITIES TO EMPLOYEES
  At 31 December At 31 December
  2008 2007
  in HRK in HRK

Liabilities for net wages and salaries  �5,7��,��4 ��,440,794

Liabilities for severance pays  64,038 �58,800

Liabilities for the rights on salary to Managements 
of the companies based on results of operations  6,90�,4�4 6,�79,56�

Other liabilities  586,508 499,957

Total  33,273,194 29,279,113

41.  CURRENT LIABILITIES FOR TAXES, CONTRIBUTIONS  
AND SIMILAR APPROPRIATIONS

  At 31 December At 31 December
  2008 2007
  in HRK in HRK

Liabilities for a value added tax  7,767,03� 9,059,85�

Liabilities for contributions from wages and salaries and on wages
and salaries, taxes and surtaxes from wages and salaries  �7,7��,009 �5,800,668

Liabilities for the income tax  4,�76,474 9,8��,975

Other liabilities   874,566 80�,�9�

Total  40,539,080 45,485,685
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42. OTHER CURRENT LIABILITIES
  At 31 December At 31 December
  2008 2007
  in HRK in HRK

Liabilities for interest  4,468,847 3,5�9,435

Other liabilities  3,��6,33� 3,9�7,�7�

  7,695,�78 7,456,607

Add: Current portion (see Note 34)  �,6�9,765 �,�8�,7�3

Total  9,314,943 8,638,320

43.  DEFERRED PAYMENT OF COSTS AND  
INCOME OF THE FUTURE PERIOD

  At 31 December At 31 December
  2008 2007
  in HRK in HRK

Deferred payment of costs  ��,5��,735 3,55�,973

Income of the future period  87,630,580 6�,373,�75

Short-term provisions  5,486,508 45,090,000

Total  105,639,823 110,016,148

43.1. Short-term provisions in the amount of HRK 3,817,121 relate to provisions for development projects, and in 
the amount of HRK 1,669,387 relate to other provisions.
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44.  STATEMENT OF CHANGES  
IN CAPITAL

  Correction of     
 At 31 DecemberAt 31 December the opening Distribution Liabilities for Transfer
 2007 entry of profit dividends from/to

 in HRK  in HRK in HRK in HRK

Registered (subscribed) capital 1,028,847,600 - - - -

Capital reserves (1,387,727) - - - -

Legal reserves 6,847,936 ��7,��0 �,9�5,754 - -

Reserves for own shares 11,255,853 - - - -

Own shares and portions (11,255,853) - - - -

Statutory reserves 31,045,106 6�0,460 �8,�63,384 - �3,4�3,04�

Other reserves 26,405,634 598,505 �0,886,477 - (�3,9�3,959)

Retained profit 14,505,482 (�,0�4,977) - �8,033,088 �6,656,�98

Profit of the year 83,896,758 �,869,836 (4�,065,6�5) (�8,033,088) (�6,667,89�)

Minority interest 177,526,051 (�,70�) - (�0,6��,590) -

Total 1,367,686,840 �,�78,343 - (�0,6��,590) (5��,5�0)

continued:  Change in Foreign Profit for 
   ownership  exchange  the current  At 31 December
  structure differences year 2008

    in HRK in HRK

Registered (subscribed) capital  - - - 1,028,847,600
Capital reserves  - - - (1,387,727)
Legal reserves  - 6,�8� - 8,887,191
Reserves for own shares  - - - 11,255,853
Own shares and portions  - - - (11,255,853)
Statutory reserves  - 8,745 - 63,340,737
Other reserves  - 4�0,053 - 34,396,710
Retained profit  - - - 57,179,891
Profit of the year  - - �03,83�,�96 103,832,296
Minority interest  (66�,4�9) - �5,737,7�6 181,977,057
Total  (66�,4�9) 435,079 ��9,570,0�� 1,477,073,755
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45. CASH FLOWS STATEMENT

Cash flows statement during 2008 was prepared on the basis of direct method.

46. FINANCIAL INSTRUMENTS AND RISK MANAGEMENT 

a) Market risk 

The Group operates in the Croatian and international markets. The management of the Company and related 
companies determines the prices of its products separately for domestic and foreign markets by reference to the 
market prices.

b) Interest rate risk

Interest rate risk is the risk that the value of a financial instrument will fluctuate due to changes in market rates 
relative to the interest rate applicable to the financial instrument. Interest rate cash flow risk is the risk that the in-
terest cost of an instrument will fluctuate over time. The Group is not substantially exposed to interest rate risk.

c) Credit risk

Financial assets that potentially expose the Group to credit risk consist mainly of cash, loans and trade receiva-
bles. Trade receivables have been adjusted for the allowance for bad and doubtful accounts.

d) Currency risk

The official currency of the Group is Croatian kuna. However, certain transactions denominated in foreign currencies 
are translated to Croatian kuna by applying the exchange rates in effect at the balance sheet date. Gains and losses 
resulting from translation are credited or charged to the income statement but do not affect the cash flows.

47. LEGAL PROCEEDINGS AND POTENTIAL LIABILITIES

- Several legal proceedings are pending against the Company and subsidiary companies. For potential liabilities 
upon legal proceedings was established the provision of costs in the amount of HRK 130,352,144 (2007 in the 
amount of HRK 67,154,220).

- Total guarantees issued by the Group are established in the amount of HRK 468,417,000 (2007 in the amount 
of HRK 561,740,000) out of which the amount of HRK 357,932,000 relates to performance guarantees (2007 in 
the amount of HRK 470,643,000). The Group has made a provision for guaranties and securites in the amount of 
HRK 264,902,581 (2007 in the amount of HRK 203,439,791).
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48. SEGMENT REPORTING

2008   Energy and   Special  Končar-Elektro-   
in HRK  Industry transport Trade activities industrija, d.d. Elimination The Group

Sale revenue  �35,738,4�� �,334,�56,8�0 �7�,�98,470 60,738,0�� 48�,930 - �,80�,3�4,65�

Income from  
related companies  8,48�,��0 408,68�,9�0 �9,9�7,333 �06,36�,96� 5�,378,779 (5��,0�0,749) 73,8�0,345

Other operating income  �,�40,765 58,�9�,8�6 �5,395,703 �9,5�4,970 7�,993,097 - �77,437,36�

Total operating income  �46,460,�96 �,80�,�3�,556 306,5��,506 �96,6�4,943 ��4,854,806 (5��,0�0,749) 3,053,56�,358

Total operating expenses  �49,�74,560 �,7�0,9��,�06 308,085,4�3 �90,590,039 �8�,349,830 (558,7�4,043) �,98�,498,0�5

Profit/(loss) from   
operating activities  (�,8�4,�64) 90,�09,350 (�,563,9�7) 6,0�4,904 (57,495,0�4) 36,703,�94 7�,064,343

Difference between   
financial income/(expenses)  835,0�8 (��,433,965) (�,�74,85�) �,368,638 87,0�4,553 59�,59� 75,�00,985

Profit/(loss) before tax  (�,979,�46) 77,775,385 (3,838,768) 7,393,54� �9,5�9,5�9 37,�94,886 �46,�65,3�8

Income tax  �,6�5,638 �4,747,747 - ���,9�� - - �6,595,306

Profit after tax  (3,604,884) 63,0�7,638 (3,838,768) 7,�7�,6�� �9,5�9,5�9 37,�94,886 ��9,570,0��

Minority interest         �5,737,7�6

Profit of the 
Parent Company        �03,83�,�96

       

Long-term assets  43,3�4,334 387,740,5�3 �55,479,034 55,597,9�� �,085,468,764 (6�6,009,859) �,���,600,708

Current assets  89,975,0�0 �,880,6�0,83� �90,07�,�98 �33,386,679 3�0,908,554 (4�9,��3,��0) �,�85,739,06�

Total assets  �33,�99,354 �,�68,35�,354 345,550,�3� �88,984,59� �,406,377,3�8 (�,045,��3,079) 3,�97,339,770

Total liabilities  35,995,402 1,586,522,270 129,285,841 42,308,368 18,853,493 (447,092,579) 1,365,872,795
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48. SEGMENT REPORTING - CONTINUED

2007   Energy and   Special  Končar-Elektro-   
in HRK  Industry transport Trade activities industrija, d.d. Elimination The Group

Sale revenue  �3�,566,�40 �,045,�8�,��5 �7�,��0,68� 6�,735,369 60�,048 - �,5�0,405,364

Income from  

related companies  8,055,�53 337,37�,�84 ��,746,�06 93,�33,93� 50,���,963 (4�7,�80,065) 74,450,473

Other operating income  4,007,96� 6�,959,77� �8,���,630 �5,87�,�33 30,�5�,7�4 (�0,673,744) �30,5�9,466

Total operating income  �43,6�9,354, �,445,6�3,08� 30�,�78,5�8 �80,84�,434 80,976,7�5 (437,853,809) �,7�5,385,303

Total operating expenses  �47,559,747 �,346,�0�,400 30�,054,035 �75,705,773 ��6,�39,3�6 (466,069,7�0) �,630,69�,55�

Profit/(loss) from   
operating activities  (3,930,393) 99,4�0,68� �,��4,483 5,�35,66� (45,�6�,59�) �8,��5,9�� 84,693,75�

Difference between   

financial income/(expenses)  �,65�,454 (9,965,984) ���,�03 �,689,046 63,0�5,955 (�,6��,�77) 54,89�,497

Profit/(loss) before tax  (�,�78,939) 89,444,697 �,�36,686 6,8�4,707 �7,763,364 �6,594,734 �39,585,�498

Income tax  98�,937 ��,338,555 �9�,33� �85,538 463,6�8 - �3,36�,980

Profit after tax  (3,�60,876) 68,�06,�4� 944,3564 6,539,�69 �7,�99,746 �6,594,734 ��6,��3,�69

Minority interest         3�,3�6,5��

Profit of the 
Parent Company        83,896,758

       

Long-term assets  47,033,459 360,945,�40 �47,�69,843 53,�08,��6 �,��4,�98,683 (643,��3,748) �,079,54�,603

Current assets  8�,�55,955 �,5�6,��0,6�9 �94,475,559 ��8,084,96� �94,3��,06� (35�,404,075) �,763,845,09�

Total assets  ��9,�89,4�4 �,877,055,769 34�,745,40� �8�,�93,�88 �,308,6�0,744 (994,5�7,8�3) �,843,386,694

Total liabilities  38,319,735 1,285,785,467 120,079,348 41,380,054 46,580,116 (353,061,768) 1,179,082,952

Geographic analysis of sales:

  2008 % 2007 %

  in 000 HRK  in 000 HRK 

Croatia  1,585,953 55,2 1,438,647 55,7
    

EU member countries  6��,8�3 ��,7 55�,359 ��,4

B&H, Republic of Macedonia, Serbia and Montenegro  336,444 ��,7 3�4,393 ��,�

Other European countries  58,534 �,0 45,53� �,8

Middle East  65,�65 �,3 55,998 �,�

Asia  6,�6� 0,� 7,5�0 0,3

America and Australia  85,90� 3,0 56,94� �,�

Other countries  ��3,490 3,9 ��3,475 4,4

Total exports  1,288,618 44,8 1,146,207 44,3
Total  2,874,571 100,0 2,584,854 100,0

Notes to the Consolidated Financial Statements
For the year ended 31 December 2008
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49. AFTER THE BALANCE SHEET DATE EVENTS

After the balance sheet date, there were no events which could inflow materially to the annual financial state-
ments of the Group for 2008 and which consequently should have been notified.

50. PREPARATION AND THE APPROVAL OF THE FINANCIAL STATEMENTS

The financial statements, set out on previous pages, were prepared by the Management Board of the Company, 
and authorized for issue on 30 March, 2009.

51. AUDIT OF THE FINANCIAL STATEMENTS

Audit of the financial statements of the Group for 2008 was made by auditing company AUDIT d.o.o., Zagreb, 
Baštijanova 52A and RECONSULT d.o.o., Zagreb, Trg hrvatskih velikana 4/1 for the stipulated fee amounting to 
HRK 100,000 increased for a value added tax.

For Končar-Elektroindustrija d.d., Zagreb:

Darinko Bago, President of the Management Board

Notes to the Consolidated Financial Statements
For the year ended 31 December 2008
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The Company’s Board is responsible for ensuring that the financial statements for year ended 31 December 2008 

are prepared in accordance with the Accounting Law (National gazette No 109/07) and the International Financial 

Reporting Standards (National gazette No 140/06, 30/08, 130/08, 137/08) issued by the Committee for Financial 

Reporting Standards, to give a true and fair view of the financial position, the results of operations, the changes 

in equity and the cash flows of the Company for that period.

After making enquiries, the Board has a reasonable expectation that the Company has adequate resources to con-

tinue in operational existence for the foreseeable future. Accordingly, the Board has adopted the going concern 

basis in preparing the financial statements of the Company.

In preparing those financial statements, the responsibilities of the Board include ensuring that:

• suitable accounting policies are selected and then applied consistently;

• judgments and estimates are reasonable and prudent;

•  applicable financial reporting standards are followed, subject to any material departures disclosed and explained 

in the financial statements; and

• the financial statements are prepared on the going concern basis unless such assumption is not appropriate. 

The Board is responsible for keeping proper accounting records, which disclose with reasonable accuracy at any 

time the financial position and the results of operations of the Company and their compliance with the Accounting 

Law (National gazette No 109/07) and the International Financial Reporting Standards (National gazette No 140/06, 

30/08, 130/08, 137/08) issued by the Committee for Financial Reporting Standards. The Board is also responsible 

for safeguarding the assets of the Company and hence for taking reasonable steps for the prevention and detec-

tion of fraud and other irregularities.

Darinko Bago, President of the Management Board

KONČAR - Elektroindustrija d.d., Zagreb
Fallerovo šetalište 22
10 000 Zagreb

2 March, 2009

Signed on behalf of the Board: 

Responsibility for the Financial Statements
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Income Statement
For the year ended 31 December 2008

  2008 2007

 Note in HRK in HRK
Revenue 3 5�,86�,709 50,806,57�
Other operating income 4 7�,993,097 30,�70,�54
Operating income  124,854,806 80,976,725
   
Cost or raw material and supplies 5 (4,544,6�9) (4,5��,540)
Other external charges 6 (30,�34,007) (3�,8�5,958)
Material costs  (34,678,6�6) (36,337,498)
   
Net wages and salaries  (9,64�,�39) (8,34�,063)
Taxes and contributions from wages and salaries  (8,995,8�5) (7,0�3,37�)
Contributions on wages and salaries  (�,347,395) (�,�40,6�3)
Staff costs 7 (�0,985,459) (�7,595,057)
Depreciation and amortization expense 8 (6,795,756) (5,750,3�9)
Other costs 9 (6,493,454) (6,547,803)
Value adjustment of long-term property  (34,8��,085) (33,3�0,000)
Value adjustment of short-term property  (�,�08) (838)
Value adjustment  �0 (34,8�3,�93) (33,3�0,838)
Provisions for risks and charges �� (77,7�3,�35) (�6,000,000)
Other operating expenses �� (850,�07) (697,79�)
Operating expenses  (182,349,830) (126,239,316)
   
Interest, foreign exchange differences, dividends and similar income
from relations with related companies  3�,�58,880 �8,839,67�
Interest, foreign exchange differences, dividends and similar income
from relations with non-related companies and other entities  ��,095,0�� �7,6�5,084
Part of income from associated companies and participating interests  53,�59,950 �6,5�9,606
Unrealized profits (income)  - �,686,750
Financial income �3 95,513,851 65,671,111
    
Interest, foreign exchange differences and other expenses from
relations with non-related companies and other entities  (3,�63,7��) (�,645,�56)
Unrealized losses (expenses) of financial property  (5,335,587) -
Financial expenses �4 (8,499,298) (2,645,156)
TOTAL INCOME  220,368,657 146,647,836
TOTAL EXPENSES  (190,849,128) (128,884,472)
PROFIT BEFORE TAXATION  29,519,529 17,763,364
Income tax expense �5 - (463,6�8)
PROFIT FOR THE PERIOD 36 29,519,529 17,299,746

The accompanying notes from 1 to 51 set out below form an inseparable part of these financial statements.
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Balance Sheet
As of 31 December 2008

  At 31 December At 31 December
   2008  2007

 Note in HRK in HRK
ASSETS   

Concessions, patents, licences, trade and service marks, software and other rights  4�,785 69,64�
Other intangible property  57�,556 -
Intangible property �7 613,341 69,642
  
Land  6�,584,�0� 6�,584,�0�
Buildings  ��9,0��,458 ���,39�,��0
Plant and equipment  7,596,045 6,��3,80�
Tools, fittings and transport vehicles  965,485 6�5,869
Advance payments for tangible property  88�,�74 35�,�89
Tangible property under construction  4,8�9,0�8 �,6�8,�90
Other tangible property  50,776 50,776
Investments into real estate  93,95�,533 �07,376,549
Tangible property �8 289,880,690 300,122,885
   
Portions (shares) with related companies  737,364,798 735,547,69�
Investments into securities  4,380,8�6 �3,40�,�70
Financial property �9 741,745,624 748,948,862
   
Amounts due from related companies  �80,378 360,756
Amounts due on the basis of sale on credit  46,847,8�� 58,497,�87
Other receivables  6,�00,909 6,�99,�49
Receivables �0 53,��9,�08 65,157,292
LONG TERM PROPERTY  1,085,468,763 1,114,298,681
   
Prepayments for stocks  9,��6 46,�9�
Inventories �� 9,216 46,191
   
Amounts due from related companies �� 9�,��5,357 56,660,648
Trade receivables �3 893,�38 �,535,47�
Amounts due from employees and company’s members  38,�8� 5�,889
Receivables from the state and other institutions �4 �70,444 -
Other receivables �5 �3,489,�38 �0,586,463
Receivables  106,906,458 69,835,472
   
Advances and loans to related companies  35,��8,905 37,8�9,767
Other financial property  64�,674 33�,909
Financial property �6 35,861,579 38,161,676
Cash with banks and in hand �7 177,219,773 86,258,723
SHORT TERM PROPERTY  319,997,026 194,302,062
Prepaid costs of the future period and accrued income �8 911,527 20,000
TOTAL ASSETS  1,406,377,316 1,308,620,743
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The accompanying notes from 1 to 51 set out below form an inseparable part of these financial statements.

Balance Sheet
As of 31 December 2008 - continued

  At 31 December At 31 December
   2008  2007

 Note in HRK in HRK
EQUITY AND LIABILITIES   

Registered capital �9 1,028,847,600 1,028,847,600
Capital loss  (1,387,727) (1,387,727)
   
Legal reserves 30 6,653,555 5,788,567
Own shares and portions 3� (��,�55,854) (��,�55,854)
Statutory reserves 3� 30,50�,808 ��,�84,4�9
Other reserves 33 34,807,947 �6,�70,5�3
Reserves from net income  60,707,456 42,987,655
Retained profit  1,730,410 1,730,410
Profit of the year 34 29,519,529 17,299,746
CAPITAL AND RESERVES  1,119,417,268 1,089,477,684
   
Provisions for retirement costs, severance pays and similar liabilities  ��7,600 ��7,600
Other provisions  �67,878,956 �7�,335,343
Provisions 35 268,106,556 172,562,943
   
Liabilities for loans, deposits, etc.  �,�90,000 700,000
Amounts due to banks and other financial institutions  �,765,4�3 6,�53,698
Long-term liabilities 36 2,955,413 6,853,698
   
Liabilities to related companies 37 3,�95,5�4 48�,37�
Liabilities for loans, deposits, etc. 38 340,000 �70,000
Amounts due to banks and other financial institutions 39 4,506,876 4,�3�,6�6
Trade payables 40 �,�33,9�0 �,90�,488
Amounts due to employees 4� �,760,936 �,�98,763
Liabilities for taxes, contributions and similar appropriations 4� 4,038,74� �,754,�44
Liabilities on the basis of participation in the result 43 ��7,730 ��8,�96
Other short-term liabilities 44 694,36� �,04�,83�
Short-term liabilities  15,898,079 11,808,410
Deferred payment of costs and income of the future period  - 27,918,008
TOTAL EQUITY AND LIABILITIES  1,406,377,316 1,308,620,743
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Statement of Changes in Equity
For the year ended 31 December 2008

  At 31 December At 31 December
   2008  2007

 Note in HRK in HRK

Subscribed capital �9 �,0�8,847,600 �,0�8,847,600

Capital loss  (�,387,7�7) (�,387,7�7)

Reserves from net income 30, 3�, 3�, 33 60,707,456 4�,987,655

Retained profit  34 �,730,4�0 �,730,4�0

Profit of the current year 35 �9,5�9,5�9 �7,�99,746

Total capital and reserves  1,119,417,268 1,089,477,684
Foreign exchange differences on the basis 

of net investments into operations abroad  4�0,054 ��9,000

Other changes in capital  �9,5�9,530 �7,695,754

Total increase in capital  29,939,584 17,814,754

The accompanying notes from 1 to 51 set out below form an inseparable part of these financial statements.
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Cash Flows Statement
For the year ended 31 December 2008

  At 31 December At 31 December
   2008  2007

 Note in HRK in HRK

I BUSINESS ACTIVITIES   
 Cash received from customers  65,473,593 74,08�,609

 Cash received from insurance companies  4�,590 86,606

 Interest received  8,830,705 �0,�75,307

 Other cash receipts  64,0�3,597 �,547,0�5

 Total cash receipts from business activities  138,370,485 85,990,537
 Cash paid to suppliers  (44,6�9,�69) (43,667,665)

 Cash paid to employees  (�9,599,034) (�7,4�0,463)

 Cash paid to insurance companies  (54�,�05) (56�,3�0)

 Interest paid  (503,�54) (830,�3�)

 Taxes paid  (5,876,074) (4,��6,758)

 Other money expenses  (8,555,940) (9,400,695)

 Total money expenses from business activities  (79,694,676) (76,008,033)

 NET INCREASE IN CASH FLOW FROM BUSINESS ACTIVITIES  58,675,809 9,982,504
II INVESTING ACTIVITIES   
 Cash receipts from sale of long-term intangible and tangible property  6,70�,746 6,830,�39

 Cash receipts from sale of equity and debt financial instruments  5,87�,665 ��,867,94�

 Dividends received  54,468,344 �4,5��,887

 Total money receipts from investing activities  67,04�,755 44,��0,068

 Cash paid for the acquisition of long-term intangible and tangible property  (��,844,589) (�8,397,8�0)

 Cash paid for the acquisition of equity and debt financial instruments  (��,856,750) (35,6�3,768)

 Total money expenses from investing activities  (35,701,339) (54,011,588)
 NET INCREASE/(DECREASE) IN CASH FLOW FROM INVESTING ACTIVITIES  31,341,416 (9,791,520)
III FINANCIAL ACTIVITIES   

 Cash receipts from the loan principal, debentures, advances and other loans  54,��9,�54 34,99�,95�

 Total money receipts from financial activities  54,229,154 34,991,952
 Cash expenses for the repayment of loan principal and bonds  (4,�49,569) (4,06�,690)

 Cash expenses for the payment of dividends  (466) (3,070)

 Other cash expenses from financial activities  (49,035,�94) (�4,6�7,606)

 Total money expenses from financial activities  (53,285,329) (18,693,366)
 NET INCREASE IN CASH FLOW FROM FINANCIAL ACTIVITIES  943,825 16,298,586
 TOTAL INCREASE IN CASH FLOW  90,961,050 16,489,570
 CASH AND CASH EQUIVALENTS AT THE BEGINNING OF THE PERIOD �7 86,258,723 69,769,153
 INCREASE IN CASH AND CASH EQUIVALENTS  90,961,050 16,489,570
 CASH AND CASH EQUIVALENTS AT THE END OF THE PERIOD �7 177,219,773 86,258,723

The accompanying notes from 1 to 51 set out below form an inseparable part of these financial statements.
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1. GENERAL

1.1. Activity

KONČAR-ELEKTROINDUSTRIJA dioničko društvo, Zagreb, Fallerovo šetalište 22 (‘’ the Company ‘’) is a Parent 
company of the Group Končar-Elektroindustrija. 

As a Parent company the Company also prepares consolidated financial statements, which are presented and 
audited separately.

These statutory financial statements of the Company represent the financial statements of the Company as a 
separate entity. The Company’s main activity is managing the subsidiaries and associated companies owned.

1.2. Number of staff

The number of staff employed by the Company at 31 December 2008 was 51 employees (At 31 December 2007 
was 52 employees).

The structure of the staff by qualification level is presented below:  At 31 December At 31 December
   2008  2007

Master of science  6 4
University degree  �7 30
Two-year post secondary diploma  8 5
Secondary school certificate  9 ��
Unskilled worker  � �
Total  51 52

1.3. Supervisory and Management Board of the Company

The members of the Supervisory Board of the  
Company:
Leo Begović President of the Supervisory Board
Ivan Lučić  Vice-president of the Supervisory  

Board
Ante Babić Member of the Supervisory Board
Kristijan Floričić Member of the Supervisory Board
Ivan Rujnić Member of the Supervisory Board
Zdenka Matković Member of the Supervisory Board
Đuro Perica Member of the Supervisory Board
Nenad Matić Member of the Supervisory Board
Jasminka Belačić Member of the Supervisory Board

The members of the Management Board:
Darinko Bago  President of the Management 

Board
Marina Kralj Miliša  Member of the Board, in charge of 

Legal activities, general administra-
tive services and human resources

Jozo Miloloža  Member of the Board, in charge of 
Finances

Davor Mladina  Member of the Board, in charge of 
Industry and Trade

Božidar Piller  Member of the Board, in charge of 
Energetic and transport

Vladimir Plečko  Member of the Board, in charge of 
Corporate Development and ICT

Notes to the Financial Statements
For the year ended 31 December 2008
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The amount of compensation to members of the Management and the Supervisory Board of the Company is 
stated in Notes 7 and 9 to the financial statements. 

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

Set out below are the principal accounting policies.

2.1. Basis of presentation 

Financial statements of the Company for 2008 are prepared in accordance with the Accounting Law (National 
gazette 109/07) and the International Financial Reporting Standards (‘’IFRS’’) (National gazette No 140/06, 30/08, 
130/08, 137/08) issued by the Committee for Financial Reporting Standards and in accordance with the Regula-
tions on the structure and content of the annual financial statements (National gazette No 38/08, 12/09).

Financial statements have been prepared by the application of basic accounting presumption of the business 
event inception upon which the effects of operations are recognized when arisen and are shown in the financial 
statements for the period to which they relate and with the basic accounting assumption that going concern 
concept is applied. 

2.2. Reporting currency 

The financial statements of the Company are prepared in Croatian kuna as a measuring and reporting currency 
of the Company.

2.3. Revenue recognition 

Sales of goods and services are recognized when goods are delivered and services are rendered, and the title has 
passed. Interest income is accrued on a time basis, by reference to the principal outstanding and at the applicable 
effective interest rate. 

Dividend income, or income from the share in the profit, is recognized when the right to receive payment has 
been recognized.

2.4. Borrowing costs

Borrowing costs are charged to the statement of income in the period in which they are incurred.

2.5. Foreign currency transactions

Transactions in currencies other than Croatian kuna are initially recorded at the rates of exchange prevailing on 
the dates of the transactions. Monetary assets, receivables and liabilities denominated in such currencies are 
retranslated at the rates prevailing on the balance sheet date. Gains and losses arising on translation are included 
in the income statement for the current year.

Notes to the Financial Statements
For the year ended 31 December 2008
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At 31 December 2008 the official rate of Croatia kuna was 7.32 HRK for 1 EUR (At 31 December 2007 was 7.33 
HRK) and 5.16 HRK for 1 USD (At 31 December 2007 was 4.99 HRK).

2.6. Income tax

The tax currently payable is based on the result for the year, adjusted by non-taxable and tax non-deductible items 
(70% of entertainment expenses; 30% of costs for the use of personal cars, etc.). Income tax is calculated using 
tax rates that have been enacted by the balance sheet date.

2.7. Long-term intangible and tangible assets

Long-term intangible and tangible assets are carried at historical acquisition cost which comprises purchase price, 
import duties and non-refundable sales taxes, after deduction of commercial discounts and rebates, as well as all other 
costs directly attributable to bringing the asset to its working condition for its intended use.

Long-term intangible and tangible assets are recognized if it is likely that future benefits attributable to the property 
will inflow to the Company, and if the cost of acquisition of an asset can be reliably measured, and if a single purchase 
value of property exceeds HRK 2,000.

After first recognition, the property is carried at historical acquisition cost less accumulated depreciation and any ac-
cumulated impairment losses.

Maintenance and repairs, replacements and improvements of minor importance are expensed as incurred. Where it is 
obvious that expenses incurred resulted in increase of expected future economic benefits to be derived from the use 
of an item of long-term intangible or tangible property in excess of the originally assessed standard performance of the 
asset, they are added to the carrying amount of the asset. Gains or losses on the retirement or disposal of long-term 
intangible and tangible asset are included in the statement of income in the period in which they occur. 

Investment into real estate (land, buildings) which are the property of the Company are held to enable the Company 
to realize rental income and as a short term potential for a co-debtors guarantee and solidarity security approvals to 
associated companies, as well as the increase of a market value of property with an intention of the future sale.

Depreciation commences on putting an asset in use, i.e. when it is at the location and in a condition necessary for uti-
lization. Depreciation count of property ceases when the property is classified as property held for sale. Depreciation 
is charged so as to write off the cost or valuation of each asset, other than land and long-term intangible and tangible 
property under construction, over their estimated useful lives, using the straight-line method, on the following basis:

 Depreciation rate (from - to %)
Concessions, patents, licences, software, etc. �5%
Other intangible property �5%
Buildings �,�% - 7,7%
Plant and equipment 7,5%-50%
Tools, fittings and transport vehicles �5%
Other tangible property �0%
Investments into real estate -

Notes to the Financial Statements
For the year ended 31 December 2008
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2.8. Financial property

Financial property represents the cash, the investments in cash, objects and the cession of rights with an intention 
of securing of income and is classified at the balance sheet date, as follows:

- financial property intended for trade which change in fair value is recognized into the profit and loss account;
- investments held to the maturity date;
- advances, loans and receivables;
- financial property available for sale which change in fair value is recognized into capital as a revaluation reserve.

2.9. Portions (shares) with related companies

Subsidiary companies are the companies where the Company has a control over bringing and implementing of 
financial and business policies.

Associated companies are the companies where the Company has significant influence, but not a control over 
bringing and implementing of financial and business policies.

Investments into subsidiary and associated companies are stated at cost method.

2.10. Inventories

Inventories are stated at the lower of cost and net realizable value. Cost of inventories comprises all purchase 
costs, cost of conversion and other costs that have been incurred in bringing the inventories to their present loca-
tion and condition. Cost is calculated using the weighted average method.

Net realizable value represents the estimated selling price during a normal course of operations less all estimated 
costs of completion and necessary costs to be incurred in selling.

If the value of inventories is higher than the estimated net selling price, an allowance is created and charged to 
income statement for the current year.

Small inventories, packing and car tyres are written off by 100% at the moment when they are put into use.

2.11. Other property intended for sale

Property intended for sale represents long-term intangible and tangible property which is expected, due to ceas-
ing of utilization or suspension of operations, to be sold within a one year period from the date of classification.
Property intended for sale is stated at the lower of a net book value and fair value less selling costs.

2.12. Receivables

Receivables are initially measured at fair value. At each balance sheet date, receivables, which collection is ex-
pected in a period longer than a year, are stated at depreciated cost by the application of effective interest rate 
method less impairment value. Short-term receivables are stated at initially recognized nominal amount less cor-
responding amount of value provision for estimated uncollectible amounts and the value decreases. 

Notes to the Financial Statements
For the year ended 31 December 2008
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The value of receivables is decreased and the impairment losses arise only and exclusively if an objective evi-

dence exists in respect of a value decrease resulted from a certain or more events arisen after the initial recogni-

tion of property, when such event has the impact to the estimated future cash flows from receivables which can 

be reliably determined. At each balance sheet date, it is estimated whether an objective evidence in respect of 

a value decrease of a single receivable exists. If an objective evidence exists in respect of a value decrease of 

receivables, the amount of loss is measured as a difference between a net book value and the estimated future 

cash flows. Net book value of receivables will be decreased directly or by using a separate account of value provi-

sion. The amount of a loss is recognized by charging the profit and loss account for the current year.

2.13. Cash with banks and in hand

Cash consists of balances with banks and cash in hand, demand deposits and securities payable at call or with 

maturities of up to three months. 

2.14. Impairment

At each balance sheet date, the Company reviews the carrying amounts of its assets to determine whether there 

is any indication that those assets have suffered an impairment loss. If any such indication exists, the recover-

able amount of the asset is estimated in order to determine the extent of the impairment loss. If the recoverable 

amount of an asset is estimated to be less than its carrying amount, the carrying amount of the asset is reduced 

to its recoverable amount.

2.15. Financial instruments 

Financial instruments are classified as assets, liabilities or equity instruments in accordance with applicable con-

tracts. Interest, dividends, gains and losses on financial instruments classified as financial assets or liabilities are 

recognized as income or expense when they arise.

Financial assets and financial liabilities are recognized on the Company’s balance sheet when the Company be-

comes a party to the contractual provisions of the instrument.

Receivables are stated at their nominal value as reduced by appropriate allowances for estimated irrecoverable 

amounts.

Liabilities are stated at their nominal amounts.

Investments are recognized on a trade-date basis of accounting and initially are measured at cost, which includes 

transaction costs. Investments are classified as held for trading which change in fair value is recognized in the 

profit and loss account or as investments available for sale which change in fair value is recognized in capital as 

revaluation reserve.

Notes to the Financial Statements
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Interest-bearing bank borrowings and overdrafts are recorded at the proceeds received and to the extent of ap-

proved overdraft facility. 

The Management Board of the Company believes that the fair values of all assets and liabilities stated in the bal-

ance sheet are not materially different from their carrying amounts.

2.16. Provisions 

A provision is recognized only when the Company has a present obligation as a result of a past event and if it is 

probable that an outflow of resources embodying economic benefits will be required to settle the obligation, and 

if a reliable estimate can be made of the amount of the obligation. Provisions are reviewed at each balance sheet 

date and adjusted to reflect the current best estimate. 

Provisions are determined for the given guarantees, legal proceedings pending, costs of legal proceedings, re-

structuring costs, costs of severance pays and jubilee awards to employees.

Provision of costs of jubilee awards to employees and retirement costs (regular jubilee awards and severance 

pays) is determined as a net book value of the future pay-offs using a discount rate equal to the interest rate on 

government bonds.

2.17. Contingent liabilities and assets

Contingent liabilities are not recognized in the financial statements but disclosed in notes to the financial state-

ments.

A contingent asset is not recognized in the financial statements but disclosed in the moment when an inflow of 

economic benefits is probable.

2.18. Subsequent events 

After the balance sheet date events that provide additional information about the Company’s position at the bal-

ance sheet date (adjusting events) are reflected in the financial statements. Post-year-end events that are not 

adjusting events are disclosed in the notes to the financial statements when material.

Notes to the Financial Statements
For the year ended 31 December 2008
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3. REVENUE

  2008 2007

  in HRK in HRK

Revenue from sale in Croatia  48�,93� 60�,048

Revenue from sale to related companies  �8,378,778 �8,�04,5�3

Revenue from rent - related companies  �4,000,000 ��,000,000

Total  52,861,709 50,806,571

4. OTHER OPERATING INCOME

  2008 2007

  in HRK in HRK

Income from sale of long-term property  77,033 49,006

Income from reversal of provisions  8,�79,5�� �9,543,854

Income from subventions, etc,  34,663 -

Income from previous years  4�,76� 50,079

Rental income - other  ��,094 ��,�74

Income from indemnifications  4�,590 86,606

Income from legal proceedings  6�,�45,4�0 -

Other income  �,360,0�4 4�9,435

Total  71,993,097 30,170,154

5. COST OF RAW MATERIAL AND SUPPLIES 

  2008 2007

  in HRK in HRK

Cost of raw material and supplies  38�,483 359,48�

Small inventory  �85,9�5 56,�87

Energy  3,977,��� 4,�05,77�

Total  4,544,619 4,521,540
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6. OTHER EXTERNAL CHARGES 

  2008 2007

  in HRK in HRK

Telephone cost, postal services and transport  �,�33,704 �,�67,744

Maintenance (services)  4,858,�77 9,698,�79

Rental costs and lease  455,769 3�9,357

Advertising, promotion and trade fairs  �,�93,4�� �,389,707

Sponsorships and donations  �,989,399 �,738,0�7

Intellectual and personal services  6,664,746 6,738,�4�

Municipal costs  9,�84,�30 7,805,3�6

Entertainment expenses  3,354,570 �,849,476

Total  30,134,007 31,815,958

7. STAFF COSTS

Net wages and salaries in the amount of HRK 9,642,239 (2007 in the amount of HRK 8,341,063) include wa-

ges and salaries of the Company’s management in the amount of HRK 2,381,024 (2007 in the amount of HRK 

2,337,765) and reserved right of the Company’s management based on the results of operations in the amount 

of HRK 1,400,000 (2007 in the amount of HRK 856,300) and are a component of stated staff costs.

8. DEPRECIATION AND AMORTIZATION EXPENSE 

  2008 2007

  in HRK in HRK

Depreciation of intangible property  �09,508 3�,533

Depreciation of tangible property  6,686,�48 5,7�8,796

Total  6,795,756 5,750,329
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9. OTHER COSTS
  2008 2007
  in HRK in HRK

Daily allowances and travelling costs  860,�38 759,775

Compensation of costs to employees, grants and subventions  5��,850 439,050

Compensations to members of the Supervisory board  �,��9,905 797,00�

Insurance premiums  54�,�05 56�,3�0

Banking services and payment traffic costs  308,89� �60,9�4

Contributions, memberships and similar appropriations  3�3,30� �78,8�6

Taxes not depending on income and charges  667,6�0 8�4,443

Other costs  �,�60,454 �,7�5,484

Total  6,493,454 6,547,803

10. VALUE ADJUSTMENT OF ASSETS
  2008 2007
  in HRK in HRK

Value adjustment of long-term tangible property  �3,634,805 -

Value adjustment of portions   ��,�87,�80 33,3�0,000

  34,8��,085 33,3�0,000

Value adjustment of short-term receivables  �,�08 838

Total  34,823,193 33,310,838

11. PROVISIONS FOR RISKS AND CHARGES
   2008 2007
  in HRK in HRK

Provisions for given guarantees  ��,59�,7�4 -

Provisions for risks upon legal proceedings  6�,�45,4�� -

Other provisions  3,885,000 �6,000,000

Total  77,723,135 26,000,000

12. OTHER OPERATING EXPENSES
   2008 2007
  in HRK in HRK

Net book value of disposed long-term property  �33,648 3��,483

Write-off of foreign investment  �7�,4�8 -

Costs of previous period  444,�4� 375,308

Total  850,207 697,791
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13. FINANCE INCOME
   2008 2007
  in HRK in HRK

In connections with related companies   
Interest income  3,��7,744 �,938,664

Dividend income and share in the profit  �8,033,088 �5,90�,007

Other financial income  98,048 -

  3�,�58,880 �8,839,67�

In connections with non-related companies   

Interest income  6,959,667 3,640,573

Foreign exchange gains  �,55�,0�3 �,3�3,43�

Dividend income and share in the profit  9,34� 7,986

Other financial income  �,575,000 ��,663,094

  ��,095,0�� �7,6�5,084

In connections with associated companies and participating interests   

Dividend income and share in the profit  53,�59,950 �6,5�9,606

Unrealized gains (income)  - 2,686,750
Total  95,513,851 65,671,111

14. FINANCE COST
   2008 2007
  in HRK in HRK

In connections with non-related companies   
Interest expense  43�,7�5 765,�04

Foreign exchange losses  �,730,986 �,879,95�

  3,�63,7�� �,645,�56

Unrealized losses (expenses)  5,335,587 -
Total  8,499,298 2,645,156

15. INCOME TAX 

15.1. The reconciliation of accounting profit to taxable profit was made as follows:
    2008
   in HRK

Accounting profit (profit before tax)   �9,5�9,5�9

Tax recognized income (income from dividends)   (8�,�0�,380)

Tax non-deductible expenses   3�,��4,968

Tax incentives (state subsidy for education)   (70�,856)

Tax loss   (21,159,739)
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The applicable income tax rate for 2008 and 2007 was 20%.

15.2. Tax losses to be carried forward for the purpose of reducing taxable profit are available for the Company in 

the period of next five (5) years. As at 31 December 2008, total net losses carried forward are determined in the 

amount of HRK 21,159,739 and may be utilized till 31 December, 2013.

16. GAINS PER SHARE

   2008 2007

  in HRK in HRKin HRK

Net income   �9,5�9,5�9 �7,�99,746

Weighted average number of shares  �,57�,��9 �,57�,��9

Gains per share  11,48 6,73

17. LONG TERM INTANGIBLE ASSETS
 Concessions, patents, 
 licences, software 
in HRK and other rights Other Total

Cost   
At 31 December 2007 468,629 - 468,629
Additions - 653,�07 653,�07

At 31 December 2008 468,629 653,207 1,121,836
Accumulated depreciation 398,987 - 398,987
At 31 December 2007  - - -
Depreciation charge for �008 �7,857 8�,65� �09,508

At 31 December 2008 426,844 81,651 508,495
Net book value   
At 31 December 2008  41,785 571,556 613,341
At 31 December 2007  69,642 - 69,642
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18.  LONG TERM TANGIBLE ASSETS

    Tools, 
    fittings and  Assets
   Plant and   transport  under 
in HRK Land Buildings equipment vehicles Other construction Prepayments Total

Cost        
At 31 December 2007 62,584,201 240,206,239 12,867,347 3,270,868 50,776 1,628,190 351,289 320,958,910
Additions - �,58�,486 �,8�5,370 878,87� - 9,696,345 3,0��,388 �8,993,46�

Transfers - - - - - (6,495,5�7) (�,480,503) (8,976,0�0)

Disposals or retirements - - (99�,000) (�74,���) - - - (�,�66,���)

At 31 December 2008 62,584,201 242,787,725 14,700,717 3,875,619 50,776 4,829,018 882,174 329,710,230
Accumulated 
depreciation        
At 31 December 2007  - 118,814,029 6,753,546 2,644,999 - - - 128,212,574
Depreciation charge 

for �008 - 4,95�,�38 �,�94,755 539,�55 - - - 6,686,�48

Disposals or retirements - - (843,6�9) (�74,��0) - - - (�,��7,749)

At 31 December 2008 - 123,766,267 7,104,672 2,910,134 - - - 133,781,073
Net book value        
At 31 December 2008  62,584,201 119,021,458 7,596,045 965,485 50,776 4,829,018 882,174 195,929,157
At 31 December 2007  62,584,201 121,392,210 6,113,801 625,869 50,776 1,628,190 351,289 192,746,336

Long-term tangible property (real estate) with a net book value in the amount of HRK 173,307,100 is pledged by 

the owner as a collateral for the loan repayment of the Zagrebačka banka d.d., Zagreb.

18.1. Investment into real estate in the amount of HRK 93,951,533 (2007 in the amount of HRK 107,376,549) 

relates to immovables intended to future sale. On the basis of the estimate of the court expert a value provision 

was made in the amount of HRK 13,634,805 (see Note 10).
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19. LONG TERM FINANCIAL PROPERTY
  At 31 December At 31 December
  2008 2007
  in HRK in HRK

Subsidiary companies in Croatia
Končar-Energetika i usluge d.o.o., Zagreb  56,69�,3�8 56,69�,3�8

Končar-Institut za elektrotehniku d.d., Zagreb  60,936,��0 60,936,��0

Končar-Elektronika i informatika d.d., Zagreb  38,709,693 38,709,693

Končar-Mali električni strojevi d.d., Zagreb  48,600,5�� 48,600,5��

Končar-Generatori i motori d.d., Zagreb  73,�76,047 6�,�76,047

Končar-Mjerni transformatori d.d., Zagreb  ��,40�,769 �0,846,��9

Končar-Distributivni i specijalni transformatori d.d., Zagreb  4�,990,409 4�,990,409

Končar-Električni aparati srednjeg napona d.d., Zagreb  ��,���,807 ��,���,807

Končar-Električna vozila d.d., Zagreb  36,409,�58 36,409,�58

Končar-Sklopna postrojenja d.d., Sesvetski Kraljevec  �5,648,553 �5,648,553

Končar-Kućanski aparati d.o.o., Zagreb  �3�,3�0,570 �3�,3�0,570

Končar-Električni visokonaponski aparati d.d., Zagreb  �5,�56,�47 �5,�56,�47

Končar-Niskonaponske sklopke i prekidači d.o.o., Zagreb  78,93�,95� 78,93�,95�

Končar-Ugostiteljska oprema d.d., Zagreb  ��,57�,�87 ��,57�,�87

Končar-Alati d.d., Zagreb  3�,�78,�53 ��,�77,953

Končar-Montažni inženjering d.d., Zagreb  5,673,8�� 5,673,8��

Končar-Inženjering za energetiku i transport d.d., Zagreb  ��,30�,��� ��,30�,���

Končar-Obnovljivi izvori d.o.o., Zagreb  300,000 -

Končar-Metalne konstrukcije d.d., Zagreb  �6,703,��3 �6,703,��3

  7�0,��3,74� 697,�56,99�

Value provision of portions  (54,497,�80) (33,3�0,000)

  665,6�6,46� 663,946,99�
Subsidiary companies abroad   
Kones AG, Zurich, Switzerland  3,755,�79 3,373,90�

Končar-Intertrade, Kuala Lumpur, Malaysia (dormant)  �70,90� �55,460

Končar-Moravia, spol.s.r.o. Brno, Czech Republic  - �49,083

  4,0�6,080 3,878,444

Associated companies   

Končar-Energetski transformatori d.o.o., Zagreb  67,7��,�57 67,7��,�57

Total  737,364,798 735,547,69�

Investments into securities   

Bonds of the Republic of Croatia  �,8�5,663 6,500,4�0

Shares of Zagrebačka banka d.d., Zagreb (see Note �4)  838,�33 �.8�9,750

Shares of Croatia osiguranje d.d., Zagreb (see Note �4)  7�7,030 4,07�,000

Total  4,380,8�6 �3,40�,�70
Total  741,745,624 748,948,862
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19.1. Investments in subsidiary companies

 At 31 December 2008  At 31 December 2007
  Ownership Share into voting Ownership Share into voting
  portion (in %) rights (in %) portion (in %) rights (in %)

Subsidiary companies in Croatia     
Končar-Energetika i usluge d.o.o., Zagreb  �00,00 �00,00 �00,00 �00,00

Končar-Institut za elektrotehniku d.d., Zagreb  �00,00 �00,00 �00,00 �00,00

Končar-Elektronika i informatika d.d., Zagreb  75,03 75,03 75,03 75,03

Končar-Mali električni strojevi d.d., Zagreb  �00,00 �00,00 �00,00 �00,00

Končar-Generatori i motori d.d., Zagreb  �00,00 �00,00 �00,00 �00,00

Končar-Mjerni transformatori d.d., Zagreb  43,40 7�,35 4�,58 7�,35

Končar-Distributivni i specijalni transformatori d.d., Zagreb 5�,7� 67,79 5�,7� 67,79

Končar-Električni aparati srednjeg napona d.d., Zagreb  4�,77 69,87 4�,77 69,87

Končar-Električna vozila d.d., Zagreb  75,04 75,04 75,04 75,04

Končar-Sklopna postrojenja d.d., Sesvetski Kraljevec  45,7� 66,85 45,7� 66,85

Končar-Kućanski aparati d.o.o., Zagreb  �00,00 �00,00 �00,00 �00,00

Končar-Električni visokonaponski aparati d.d., Zagreb  6�,�8 65,09 6�,�8 65,09

Končar-Niskonaponske sklopke i prekidači d.o.o., Zagreb  �00,00 �00,00 �00,00 �00,00

Končar-Ugostiteljska oprema d.d., Zagreb  �00,00 �00,00 �00,00 �00,00

Končar-Alati d.d., Zagreb  �00,00 �00,00 �00,00 �00,00

Končar-Montažni inženjering d.d., Zagreb  38,49 76,5� 38,49 76,5�

Končar-Inženjering za energetiku i transport d.d., Zagreb    �00,00 �00,00 �00,00 �00,00

Končar-Obnovljivi izvori d.o.o., Zagreb   �00,00 �00,00 - -

Končar-Metalne konstrukcije d.d., Zagreb   75,0� 75,0� 75,0� 75,0�

     

Subsidiary companies abroad     
Kones AG, Zurich, Switzerland  64,00 77,50 64,00 77,50

Končar-Intertrade, Kuala Lumpur, Malaysia (dormant)  58,4� 58,4� 58,4� 58,4�

Končar-Moravia, spol.s.r.o. Brno, Czech Republic  - - �00,00 �00,00
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20. LONG TERM RECEIVABLES
  At 31 December At 31 December
  2008 2007
  in HRK in HRK

Receivables from related companies   
Subsidiary companies   

Končar-Generatori i motori d.d., Zagreb  �80,378 360,756

Receivables on the basis of sale on credit   

Receivables for the flats sold  �9,085,896 ��,�67,�50

Receivables for the shares sold  3�,600,665 35,486,474

Receivables upon bank’s guarantees   �,877,�70 4,7�3,�76

Other given loans  �66,�76 �78,607

Less: Current portion (see Note �5)  (6,88�,�86) (4,�48,��0)

  46,847,8�� 58,497,�87

Other receivables   

Receivables on the basis of sale abroad  6,�00,909 6,�99,�49

Total  53,229,108 65,157,292

20.1. In accordance with the Law on sale of flats with a tenancy right, flats in the ownership of the Company 
were sold at an interest rate of 1% annually on an average time-limit of 28 years and with a currency clause, ac-
cording to which the receivables are to be increased, or decreased, if a rate of EUR changes for more than 5.1% 
in relation to exchange rate which existed in a time of stipulating of contract on sale of flats. The amounts of 
unpaid installments in DEM were converted into EUR at a fixed rate of 1 EUR = 1.95583 DEM. As an insurance 
for the collection of receivables is a mortgage on flat sold.

20.2. Receivables for the shares and portions sold relate to long-term receivables on the basis of sale of shares of 
related companies Končar-Elektronika i informatika d.d., Končar-Električna vozila d.d. and Končar-Metalne konstruk-
cije d.d. into the program of employees’ shareholding with the installment repayment during a 10 year period.

20.3. Receivables upon guarantees of banks relate to receivables from the OTP banka d.d. Dubrovnik based on 
guarantee which the bank issued in favour of the Company, and relates to the insurance of receivables from the 
Globus Holding d.o.o. Zagreb.

21. INVENTORIES
  At 31 December At 31 December
  2008 2007
  in HRK in HRK

Prepayments made in Croatia  9,��6 46,�9�

Total  9,216 46,191
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22. AMOUNTS DUE FROM RELATED COMPANIES
  At 31 December At 31 December
  2008 2007
  in HRK in HRK

Subsidiary companies in Croatia
Končar-Energetika i usluge d.o.o., Zagreb  9,850,��� 6,756,8�6

Končar-Institut za elektrotehniku d.d., Zagreb  7�0,950 �74,0�7

Končar-Elektronika i informatika d.d., Zagreb  �,48�,573 �08,063

Končar-Mali električni strojevi d.d., Zagreb  47�,4�� 665,046

Končar-Generatori i motori d.d., Zagreb  4,�83,356 �,80�,675

Končar-Mjerni transformatori d.d., Zagreb  �,500,098 �,385,398

Končar-Distributivni i specijalni transformatori d.d., Zagreb  858,06� 699,87�

Končar-Električni aparati srednjeg napona d.d., Zagreb  �75,575 �90,8�5

Končar-Električna vozila d.d., Zagreb  �,460,�84 3,08�,444

Končar-Sklopna postrojenja d.d., Sesvetski Kraljevec  9�4,�55 �,394,�09

Končar-Kućanski aparati d.o.o., Zagreb  �,03�,669 �,��8,846

Končar-Električni visokonaponski aparati d.d., Zagreb  �,0�8,437 �,066,8�4

Končar-Niskonaponske sklopke i prekidači d.o.o., Zagreb  760,3�7 ��3,��6

Končar-Ugostiteljska oprema d.d., Zagreb  �73,�60 735,�94

Končar-Alati d.d., Zagreb  366,�3� 470,356

Končar-Montažni inženjering d.d., Zagreb  7�9,694 39�,384

Končar-Inženjering za energetiku i transport d.d., Zagreb  5,06�,509 4,�44,848

Končar-Metalne konstrukcije d.d., Zagreb  �,086,�88 90�,�3�

  35,844,9�0 �7,600,085

Subsidiary companies abroad   

Kones AG, Zurich, Switzerland  �6,964 �,�85

  35,87�,874 �7,60�,�70

Associated companies  

Končar-Energetski transformatori d.o.o., Zagreb   56,343,483 �9,058,378

Total  92,215,357 56,660,648
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23. CURRENT TRADE RECEIVABLES
  At 31 December At 31 December
  2008 2007
  in HRK in HRK

Domestic trade receivables   
ThyssenKrupp Končar Dizala d.o.o., Zagreb  40,99� �,�3�,439

Elektroagregati Končar d.o.o., Rijeka  �04,3�0 �04,3�0

Arma d.o.o., Zagreb  403,405 403,405

TŽV Gredelj d.o.o., Zagreb  335,765 -

Elmok-elektromotorske komponente d.o.o., Ivanec  9�,945 9�,945

Artica d.o.o., Zagreb  �89,975 �89,975

Končar-Termotehnika d.o.o., Sesvetski Kraljevec  �06,750 70,�50

Others   33�,405 5�0,663

Less: Value provision  (7��,309) (976,4�5)

Total  893,238 2,535,472

24.  CURRENT RECEIVABLES FROM THE STATE  
AND OTHER INSTITUTIONS

  At 31 December At 31 December
  2008 2007
  in HRK in HRK

Receivables for the over-paid income tax  �70,444 -

Total  270,444 -

25. CURRENT OTHER RECEIVABLES
  At 31 December At 31 December
  2008 2007
  in HRK in HRK

Receivables for the flats sold  5,379,464 4,543,773

Receivables for the portions sold  - �,575,000

Receivables upon guarantees of the banks  7,404 ��,035

Receivables for the shares sold   �,�83,694 -

Other receivables  36,390 307,535

Add: Current portion (see Note �0)  6,88�,�86 4,�48,��0

Total  13,489,238 10,586,463
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26. CURRENT FINANCIAL PROPERTY
  At 31 December At 31 December
  2008 2007
  in HRK in HRK

Advances and loans given to related companies   
Subsidiary companies   

Končar-Generatori i motori d.d., Zagreb  6,684,��4 9,855,759

Končar-Električna vozila d.d., Zagreb  �0,538,978 ��,�73,793

Končar-Kućanski aparati d.o.o., Zagreb  5,445,�05 �,865,9�4

Končar-Električni visokonaponski aparati d.d., Zagreb  3,678,783 3,9�8,�50

Končar-Ugostiteljska oprema d.d., Zagreb  - �,490

Končar-Alati d.d., Zagreb  - 3,55�

Končar-Inženjering za energetiku i transport d.d., Zagreb  8,87�,9�5 -

  35,��8,905 37,8�9,767

Other financial property   
Interest receivable on deposits  64�,674 33�,909

Total  35,861,579 38,161,676

27. CASH WITH BANKS AND IN HAND
  At 31 December At 31 December
  2008 2007
  in HRK in HRK

Current account balance  ��,746,4�� �,93�,054

Foreign currency account balance  997,��3 �47,774

Cash in hand - HRK  78,890 58,�09

Cash in hand - foreign currency  8,50� �0,786

Deposits up to 3 months  �64,388,836 84,000,000

Total  177,219,773 86,258,723

28. PREPAID COSTS OF THE FUTURE PERIOD AND ACCRUED INCOME

The amount of HRK 911,527 (At 31 December 2007 the amount of HRK 20,000) relates to prepaid costs of the 
future period.
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29. REGISTERED CAPITAL

Registered capital is ascertained in nominal value in the amount of HRK 1,028,847,600 (At 31 December 2007 in 
the same amount) and consists of 2,572,119 shares, with a nominal value of HRK 400 per share.

The ownership structure of the Company is, as follows: 

 At 31 December 2008  At 31 December 2007

  Number  Ownership  Number Ownership
Shareholder  of shares share % of shares share %

HPB d.d. (Kapitalni fond d.d.)  7�4,5�5 �8,�7 7�4,5�5 �8,�7

Croatian Privatization Fund / HZMO 
(Croatian Pension Insurance Institute)  384,6�8 �4,95 384,6�8 �4,95

Croatian Privatization Fund  �78,9�8 �0,85 �78,9�8 �0,85

RBA d.d. (collective custodian account)  �05,038 7,97 ���,79� 8,�3

Floričić Kristijan  ��0,7�4 4,3� �35,7�4 5,�8

PBZ d.d. (The Bank of New York as custodian)  �04,44� 4,06 �09,403 4,�5

Societe Generale - Splitska banka d.d./ Erste Plavi-obvezni 
mirovinski fond (-obligatory pension fund)  �0�,308 3,94 - -

Societe Generale - Splitska banka d.d. / Allianz ZB d.o.o. 
for the AZ (-obligatory pension fund)  7�,50� �,78 - -

PBZ d.d. (collective custodian account of clients)  45,606 �,77 �3�,�9� 5,�4

Hypo-Alpe-Adria Bank d.d./Raiffeisen mirovinsko društvo  37,598 �,46 ��,990 0,89

Hrvatska poštanska banka d.d. (Victoria fond)  - - 39,90� �,55

Other shareholders  47�,330 �8,36 496,445 �9,3�

Končar d.d. (treasury shares)  35,5�� �,38 35,5�� �,38
Total  2,572,119 100,00 2,572,119 100,00

30. LEGAL RESERVES
    in HRK

At 31 December 2007   5,788,567
Appropriation of net income for �007 (see Note 34)   864,988

At 31 December 2008   6,653,555

31. OWN SHARES AND PORTIONS

Own shares in the amount of HRK 11,255,854 (At 31 December 2007 in the same amount) relate to 35,511 
treasury shares.

Notes to the Financial Statements
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32. STATUTORY RESERVES
    in HRK

At 31 December 2007   22,284,429
Appropriation of net income for �007 (see Note 34)   8,��7,379

At 31 December 2008   30,501,808

33. OTHER RESERVES
    in HRK

At 31 December 2007   26,170,513
Appropriation of net income for �007 (see Note 34)   8,��7,379

Foreign exchange differences of foreign portions   4�0,055

At 31 December 2008   34,807,947

34. NET PROFIT FOR THE YEAR

In 2008 the Company generated net profit in the amount of HRK 29,519,529 (2007 in the amount of HRK 17,299,746).

Profit of the Company for the year 2007 in the amount of HRK 17,299,746 was allocated on the basis of the Management 
and Supervisory Board of the Company and the Assembly of the Company into reserves (see Notes 30, 32 and 33).

35. PROVISIONS FOR RISKS AND CHARGES     
    Provisions of costs 
   Provisions of costs  Provisions of  for jubilee
  for the issued  costs for legal  awards and
  guarantees proceedings severance pays Other Total

  in HRK in HRK in HRK in HRK in HRK

At 31 December 2007  102,935,343 59,400,000 227,600 10,000,000 172,562,943
Additional provisions  ��,59�,7�4 6�,�45,4�� - 3,885,000 77,7�3,�35

Reversal of provisions  (8,09�,0��) (87,500) - - (8,�79,5��)

Transfer from the short-term provision  - - - �6,000,000 �6,000,000

At 31 December 2008  106,436,035 121,557,921 227,600 39,885,000 268,106,556

/i/ Provisions for potential liabilities upon issued guarantees for the return of advance payments in the amount of HRK 
106,436,035 (2007 in the amount of HRK 102,935,343) relate to the kuna countervalue of advance payments in the 
amount of USD 20,645,127 paid to the companies of the former company Rade Končar, went into bankruptcy. Ad-
vance payments were received in respect of projects agreed with Iraqi governmental institutions before 1990. Due 
to situation in Iraqi, these projects have an inactive status. The Company makes efforts to continue work on these 
projects. For the received advance payments were issued guarantees in various currencies, which kuna countervalue 
at 31 December, 2008 amounts to HRK 60,456,198 (At 31 December, 2007 in the amount of HRK 58,568,585).
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/ii/ Long-term provisions for legal proceedings in the amount of HRK 121,557,921 (2007 in the amount of HRK 
59,400,000) relate to legal proceedings pending taken against the Company in Croatia and abroad in the amount of 
HRK 115,945,421 and potential costs upon legal proceedings in the amount of HRK 5,612,500.

/iii/ Other long-term provisions in the amount of HRK 39,885,000 (2007 in the amount of HRK 10,000,000 plus HRK 
26,000,000 of short-term provisions) relate to potential costs which may arise due to restructuring and privatization of 
the companies out of basic activity in the total amount of HRK 10,000,000 and staff costs which may arise by realiza-
tion of the acquired rights of optional purchase of own shares of the Company in the amount of HRK 26,000,000. On 
the basis of the contract on rights, liabilities and salary, the president and members of the Company’s management 
have acquired in previous accounting period (since 1 January, 1999 up to conclusively 31 December, 2007) the optional 
rights for the purchase of 87,982 shares of the Company. The acquired rights may be realized till 18 January, 2014.

Other part of long-term provisions in the amount of HRK 3,885,000 relates to contracted future staff costs on the 
basis of life insurance premium payments of the president and members of the Company’s management, and in ac-
cordance with contracts on rights, liabilities and salary which are applicable to the period since 18 January, 2009 till 
18 January, 2014.

36. LONG TERM LIABILITIES
  At 31 December At 31 December
  2008 2007
  in HRK in HRK

Borrowings   
Fond za zaštitu okoliša i energetsku učinkovitost (Environment protection 
and energetic efficiency fund)  �,530,000 870,000

Less: Current portion (see Note 38)  (340,000) (�70,000)

  �,�90,000 700,000

Liabilities to banks    

Zagrebačka banka d.d., Zagreb  6,�7�,�89 �0,�86,3�4

Less: Current portion (see Note 39)  (4,506,876) (4,�3�,6�6)

  �,765,4�3 6,�53,698

Total  2,955,413 6,853,698

36.1. The movements in borrowings during the year may be summarized as follows:

    in HRK

At 3� December �007   870,000

New borrowings   830,000

Amounts repaid   (�70,000)

   �,530,000

Less: Current portion   (340,000)

At 3� December �008   �,�90,000
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The repayment schedule of long-term borrowings is as follows:

    in HRK

Due in one to two years   340,000

Due in two to three years   340,000

Due in three to four years   340,000

Due in four to five years   �70,000

Total   �,�90,000

36.2. Promjene u obvezama prema bankama tijekom godine su, kako slijedi: 

    in HRK

At 3� December �007   �0,�86,3�4

Amounts repaid   (4,�3�,6�6)

Foreign exchange differences   ��8,59�

   6,�7�,�89

Less: Current portion   (4,506,876)

At 3� December �008   �,765,4�3

The repayment schedule of long-term liabilities to banks is as follows:

    in HRK

Due in one to two years   �,765,4�3

Total   �,765,4�3

37. CURRENT LIABILITIES TO RELATED COMPANIES
  At 31 December At 31 December
  2008 2007
  in HRK in HRK

Subsidiary companies   

Končar-Energetika i usluge d.o.o., Zagreb  �,783,300 -

Končar-Elektronika i informatika d,d., Zagreb  654,9�� 466,4��

Končar-Sklopna postrojenja d.d., Sesvetski Kraljevec  78�,�36 -

Končar-Kućanski aparati d.d., Zagreb  58,730 �0,�09

Končar-Niskonaponske sklopke i prekidači d.d., Zagreb  ��,��9 -

Končar-Inženjering za energetiku i transport d.d., Zagreb  5,�97 4,74�

Total  3,295,514 481,372
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38. SHORT TERM BORROWINGS, DEPOSITS, ETC.
  At 31 December At 31 December
  2008 2007
  in HRK in HRK

Add: Current portion (see Note 36)  340,000 �70,000

Total  340,000 170,000

39.  SHORT TERM LIABILITIES TO BANKS AND  
OTHER FINANCIAL INSTITUTIONS

  At 31 December At 31 December
  2008 2007
  in HRK in HRK

Add: Current portion (see Note 36)  4,506,876 4,�3�,6�6

Total  4,506,876 4,132,616

39.1. Movements in liabilities to banks and other financial institutions during the year can be summarized as 
follows:

    in HRKin HRK

At 3� December �007   4,�3�,6�6

Amounts repaid   (4,079,569)

Foreign exchange differences   (53,047)

Add: Current portion    4,506,876

At 3� December �008   4,506,876
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40. TRADE PAYABLES
  At 31 December At 31 December
  2008 2007
  in HRK in HRK

Domestic suppliers   
Znanje d.d., Zagreb  60,355 -

Cotrugli d.o.o., Zagreb  48,9�7 -

GSKG, Zagreb  95,6�8 �76,390

Komunalac d.o.o., Zagreb  43,984 3�,08�

Prigorac d.o.o., Zagreb  83,��8 83,��8

T-Mobile d.d., Zagreb  38,097 44,588

Ugostiteljstvo Zbiljski d.o.o., Zagreb  ���,�55 �07,875

Vjesnik d.d., Zagreb   43,554 �33,�00

HGK, Zagreb  - 69,768

Wispra d.o.o., Zagreb  - �4,�94

PBZ Card d.d., Zagreb  - �4,930

Interijer Jurić d.o.o., Zagreb  - 7�3,8�6

In formo d.o.o., Zagreb  33,306 -

Advokat Pokorny, Zagreb  �8,987 -

Donau d.o.o., Zagreb  �65,880 -

Others  380,7�9 48�,5�8

Total  1,133,920 1,901,488

41. AMOUNTS DUE TO EMPLOYEES
  At 31 December At 31 December
  2008 2007
  in HRK in HRK

Liabilities for net wages and salaries  360,936 34�,463

Liabilities for the rights on wages and salaries according to the current year result  �,400,000 856,300

Total  1,760,936 1,198,763

42.  CURRENT LIABILITIES FOR TAXES, CONTRIBUTIONS  
AND SIMILARAPPROPRIATIONS

  At 31 December At 31 December
  2008 2007
  in HRK in HRK

Liabilities for a value added tax  �,570,459 �,��0,�60

Liabilities for contributions, taxes and surtaxes  �,365,038 �,54�,4�5

Other liabilities  �03,�44 �0�,569

Total  4,038,741 2,754,144
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43.  CURRENT LIABILITIES ON THE BASIS  
OF CONTRIBUTION IN THE RESULT

  At 31 December At 31 December
  2008 2007
  in HRK in HRK

Liabilities for dividends for the year �004  ��7,730 ��8,�96

Total  127,730 128,196

44. OTHER SHORT TERM LIABILITIES
  At 31 December At 31 December
  2008 2007
  in HRK in HRK

Liabilities toward state for the flats  34�,303 �7�,574

Interest liability  �33,975 �5�,078

Other liabilities   ��9,084 5�9,�79

Total  694,362 1,041,831

45.  STATEMENT OF CHANGES  
IN CAPITAL

   Foreign
 At 31 December Distribution exchange Profit for the  At 31 December
 2007 of profit differences current year  2008

 in HRK in HRK in HRK in HRK in HRK

Registered capital 1,028,847,600 - - - 1,028,847,600
Capital loss (1,387,727) - - - (1,387,727)
Legal reserves 5,788,567 864,988 - - 6,653,555
Own shares (11,255,854) - - - (11,255,854)
Statutory reserves 22,284,429 8,��7,379 - - 30,501,808
Other reserves 26,170,513 8,��7,379 4�0,055 - 34,807,947
Retained profit 1,730,410 - - - 1,730,410
Profit of the year 17,299,746 (�7,�99,746) - �9,5�9,5�9 29,519,529
Total 1,089,477,684 - 4�0,055 �9,5�9,5�9 1,119,417,268
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46. CASH FLOWS STATEMENT

Cash flows statement during 2008 was prepared on the basis of direct method.

47. FINANCIAL INSTRUMENTS AND RISK MANAGEMENT 

a) Market risk 

The Company operates in the Croatian and international markets. The management determines the prices of its 
products separately for domestic and foreign markets by reference to the market prices. 

b) Interest rate risk 

Interest rate risk is the risk that the value of a financial instrument will fluctuate due to changes in market rates rela-
tive to the interest rate applicable to the financial instrument. Interest rate cash flow risk is the risk that the interest 
cost of an instrument will fluctuate over time. The Company is not substantially exposed to interest rate risk.

c) Credit risk

Financial assets that potentially expose the Company to credit risk consist mainly of cash and trade receivables. 
Trade receivables have been adjusted for the allowance for bad and doubtful accounts. The Company’s cash is 
held with Zagrebačka banka d.d., Zagreb. The Company has no significant concentrations of credit risk.

d) Currency risk 

The official currency of the Company is Croatian kuna. However, certain transactions denominated in foreign 
currencies are translated into Croatian kuna by applying the exchange rates in effect at the balance sheet date. 
Gains and losses resulting from translation are credited or charged to the income statement, but do not affect 
the cash flows.
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48. LEGAL PROCEEDINGS AND POTENTIAL LIABILITIES

Legal proceedings are pending against the Company in the country and abroad in the amount of approximately 
HRK 235,414,000.

At 31 December, 2008 for potential liabilities upon legal proceedings was established the provision of costs in the 
amount of HRK 121,557,921 (see Note 35).

Total guarantees issued by the Company are established in the amount of HRK 468,417,000 (2007 in the amount 
of HRK 561,740,000) out of which the amount of HRK 357,932,000 relates to performance guarantees (2007 in 
the amount of HRK 470,643,000). The Company has made a provision for potential liabilities in the amount of HRK 
106,436,035 (2007 in the amount of HRK 102,935,343) (see Note 35).

49. AFTER THE BALANCE SHEET DATE EVENTS

After the balance sheet date, there were no events which could inflow materially to the annual financial 
statements of the Company for 2008 and which consequently should have been notified. 

50. PREPARATION AND THE APPROVAL OF THE FINANCIAL STATEMENTS

The financial statements, set out on previous pages, were prepared by the Management Board of the Company, 
and authorized for issue on 2 March, 2009.
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51. AUDIT OF THE FINANCIAL STATEMENTS

Audit of the financial statements of the Company for 2008 was made by auditing company AUDIT d.o.o., Zagreb, 
Baštijanova 52A and RECONSULT d.o.o., Zagreb, Trg hrvatskih velikana 4/1 for the stipulated fee amounting to 
HRK 120,000 increased for a value added tax.

For Končar - Elektroindustrija d.d., Zagreb:

Darinko Bago, President of the Management Board

Notes to the Financial Statements
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Address Book

MANAGEMENT BOARD

Darinko Bago, Chairman of Management Board

Fallerovo šetalište 22, 10000 Zagreb, Croatia

phone: +385 1 3667 188, +385 1 3667 195, fax: +385 1 3667 196

e-mail: koncar.head@koncar.hr

Marina Kralj Miliša, Member of Management Board in Legal Affairs and HR

Fallerovo šetalište 22, 10000 Zagreb, Croatia

phone: +385 1 3667 169, fax: +385 1 3667 192

e-mail: kralj.dd@koncar.hr

Jozo Miloloža, Member of Management Board in the Financial Affairs

Fallerovo šetalište 22, 10000 Zagreb, Croatia

phone: +385 1 3667 606, fax: +385 1 3666 562

e-mail: koncar.finance@koncar.hr

Davor Mladina, Member of Management Board for Business Area Industry and Trade

Fallerovo šetalište 22, 10000 Zagreb, Croatia

phone: +385 1 3667 198, fax: +385 1 3667 601

e-mail: koncar.ind.trade@koncar.hr

Božidar Piller, Member of Management Board for Business Area Energy and Transport

Fallerovo šetalište 22, 10000 Zagreb, Croatia

phone: +385 1 3667 507, +385 1 3667 418, fax: +385 1 3667 194

e-mail: koncar.energy@koncar.hr

Vladimir Plečko, Member of Management Board for Corporative Development and ICT

Fallerovo šetalište 22, 10000 Zagreb, Croatia

phone: +385 1 3666 415, fax: +385 1 3667 179

e-mail: koncar.plecko@koncar.hr
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BUSSINES AREA ENERGY AND TRANSPORT

KONČAR - Power Plant and Electric Traction 
Engineering Inc.
Fallerovo šetalište 22, 10000 Zagreb, Croatia

phone: +385 1 3667 512, +385 1 3667 513

fax: +385 1 3667 515

e-mail: info@koncar-ket.hr

KONČAR - Generators and Motors Inc.
Fallerovo šetalište 22, 10000 Zagreb, Croatia

phone: +385 1 3655 340, +385 1 3667 499

fax: +385 1 3666 564

e-mail: gim@koncar-gim.hr

KONČAR - High Voltage Switchgear Inc.
Borongajska bb, 10000 Zagreb, Croatia

phone: +385 1 2322 100

fax: +385 1 2311 303

e-mail: diana.janjis@koncar-eva.hr 

KONČAR - Medium Voltage Apparatus Inc.
Borongajska bb, 10000 Zagreb, Croatia

phone: +385 1 2334 867

fax: +385 1 2331 058

e-mail: uprava@koncar-easn.hr

KONČAR - Switchgear Inc.
Strojarska cesta 10, 10361 S. Kraljevec, Croatia

phone: +385 1 2030 500

fax: +385 1 2030 505

e-mail: uprava@koncarsp.hr

KONČAR - Distribution and Special Transformers Inc
Josipa Mokrovića 8, 10090 Zagreb, Croatia

phone: +385 1 3783 777

fax: +385 1 3794 051

e-mail: manage@koncar-dst.hr

KONČAR - Instrument Transformers Inc.
Josipa Mokrovića 10, 10090 Zagreb, Croatia

phone: +385 1 3794 074, +385 1 3795 209

fax: + 385 1 3794 040

e-mail: info@koncar-mjt.hr

KONČAR - Electronics and Informatics Inc.
Fallerovo šetalište 22, 10000 Zagreb, Croatia

phone: +385 1 3655 900

fax: +385 1 3655 550

e-mail: inem@koncar-inem.hr, racunala@koncar-inem.hr

KONČAR - Metal Structures Inc.
Fallerovo šetalište 22, 10000 Zagreb, Croatia

phone: +385 1 3666 560, +385 1 3667 233

fax: +385 1 3667 235

e-mail: kmk@koncar-mk.hr

KONČAR - Electric Vehicles Inc.
Velimira Škorpika 7, 10090 Zagreb, Croatia

phone: +385 1 3496 959, +385 1 3496 933

fax: +385 1 3496 960

e-mail: info@koncar-kev.hr

KONČAR - Engineering for Plant Installation & 
Commissioning Inc.
Borongajska bb, 10000 Zagreb, Croatia

phone: +385 1 2355 111, +385 1 2355 125

fax: +385 1 2333 717

e-mail: kmi@koncar-kmi.hr

KONČAR - Renewable Sources Ltd.
Fallerovo šetalište 22, 10000 Zagreb, Croatia

phone: +385 1 3655 807

fax: +385 1 3667 503

e-mail: koncar@koncar-oi.hr
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KONČAR - Small Electrical Machines Inc.
Fallerovo šetalište 22, 10000 Zagreb, Croatia

phone: +385 1 3667 275, +385 1 3667 273

fax: +385 1 3667 622

e-mail: info@koncar-mes.hr

KONČAR - Tools Inc.
Fallerovo šetalište 22, 10000 Zagreb, Croatia

phone: +385 1 3670 999

fax: +385 1 3667 257

e-mail: alati@koncar-alati.hr

KONČAR - Catering Equipment Inc.
Žitnjak bb, 10000 Zagreb, Croatia

phone: +385 1 2404 884, +385 1 2404 339, +385 1 2409 345

fax: +385 1 2404 141, +385 1 2409 344

e-mail: dir@koncar-ugo.hr, prodaja@koncar-ugo.hr

KONČAR - Household Appliances Ltd.
Žitnjak bb, 10000 Zagreb, Croatia

phone: +385 1 2484 555, +385 1 2404 608

fax: +385 1 2404 102

e-mail: kucanski@koncar-ka.hr

KONČAR - Low Voltage Switches and Circuit 
Breakers Ltd.
Borongajska bb, 10000 Zagreb, Croatia

phone: +385 1 2354 600, +385 1 2334 404, 

fax: +385 1 2303 897

e-mail: i.jeren@koncar-nsp.hr

Location Zlatar:
Zagrebačka 31, 49250 Zlatar, Croatia

phone: +385 49 588 555, +385 49 588 562, 

fax: +385 49 588 561

e-mail: zeljka.barlafa@koncar-nna.hr
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KONČAR - Electrical Engineering Institute Inc.
Fallerovo šetalište 22, 10000 Zagreb, Croatia

phone: +385 1 3667 315

fax: +385 1 3667 309

e-mail: info@koncar-institut.hr

KONČAR - Infrastructure and Services Ltd.
Fallerovo šetalište 22, 10000 Zagreb, Croatia

phone: +385 1 3794 046

fax: +385 1 3794 149

e-mail: koncar-eu@zg.t-com.hr

SPECIAL ACTIVITIES

KONČAR - Power Transformers Ltd.
Josipa Mokrovića 6, 10090 Zagreb, Croatia

phone: +385 1 3795 555, +385 1 3795 504

fax: +385 1 3794 045

e-mail: kpt.hr@siemens.com 

ASSOCIATED COMPANIES

Address Book
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Companies 

KONES AG - Switzerland
CH - 8034 Zurich, Muhlebachstrasse 174, Postfach 1136, 

Switzerland

phone: +41 44 383 5612, +41 44 389 8890,

fax: +41 44 422 6609, +41 44 389 8899

e-mail: konesag@swissonline.ch

Office in Zagreb: Fallerovo šetalište 22, 10000 Zagreb, HR

phone/fax: +385 1 3667 365

e-mail: koncar.kones@koncar.hr

KONES AG - O.S., Czech Republic
Korunni 89, 13000 Praha-3, Czech Republic

phone: +420 222 514 728

phone/fax: +420 222 512 961

e-mail: kones-koncar@volny.cz

Representative offices

KONČAR Electrical Industry Inc. - Representative 
office Moscow, Russian Federation
Katelnicheskaja nab. 1/15 Ap. 170, 109240 Moscow,

Russian Federation

phone: +7 495 915 0224, fax: +7 495 915 4680

e-mail: s.nenadic@koncar.hr

Office in Zagreb: Fallerovo šetalište 22, 10000 Zagreb, HR

phone: +385 1 3667 604

fax: +385 1 3655 755, 3667 602

KONČAR Electrical Industry Inc. - Representative 
office Mostar, Bosnia and Herzegovina
Dr. Ante Starčevića 10, 88000 Mostar - BIH

phone: +387 36 327 721, fax: +387 36 327 724

e-mail: koncar-mostar@tel.net.ba

Office in Zagreb: Fallerovo šetalište 22, 10000 Zagreb, HR

phone: +385 1 3655 984

fax: +385 1 3655 118

KONČAR Electrical Industry Inc. - Representative 
office Belgrade, Serbia
Bulevar Mihajla Pupina 10Ž/424, 11070 Novi Beograd,

Serbia

phone: +381 11 3017 321, +381 11 3017 322

fax: +381 11 2145 485

e-mail: koncar.office@koncar.rs 

Office in Zagreb: Fallerovo šetalište 22, 10000 Zagreb, HR

phone: +385 1 3667 198, 3667 171

fax: +385 1 3667 179
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