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Construction Company GRANIT AD - Skopje

INCOME STATEMENT
2007 2006
Note Den.000 Den.000
Revenues from construction works 4 2,239,916 2,093,443
Other operating income 5 333,368 320,780
Changes in inventories of finished goods and work in
progress 101,853 39,063
Raw materials used 6 (840,533) (830,341)
Employees expenses 7 (529,638) (490,643)
Depreciation (184,556) (147,613)
Other operating expenses 8 (1,089,553) (902,220)
OPERATING PROFIT (LOSS) 30,857 82,469
Financing income 9 231,640 204,341
Income from investments 10 148,412 48,408
Financing expenses 11 (21,565) (35,754)
PROFIT BEFORE TAXATION 389,344 299,464
Income tax expense 14 (41,206) (32,388)
NET PROFIT FOR THE PERIOD 348,138 267,076
Basic earnings per share (In denars) 12 118.69 101.63

Skopje, March 2008

For the Steering Committee

President

Straso Milkovski

Notes comprise an integral part of the 2007 Financial Statements

Auditors report is on pages 1 and 2



Construction Company GRANIT AD - Skopje

BALANCE SHEET
2007 2006
Note Den.000 Den.000
ASSETS
Cash and cash equivalents 15 190,654 527,170
Trade receivables 16 1,208,008 1,077,319
Receivables for advances 17 94,131 106,561
Short-term loans 18 3,343 5,704
Other short term assets 19 28,513 21,835
Inventories 20 848,340 670,720
Total current assets 2,372,989 2,409,309
Investments in subsidiaries and associates 21 77,053 61,507
Investments available-for-sale 22 4,743 92,143
Long-term loans 23 1,393 1,563
Intangible assets 25 5,509 1,165
Property, plant and equipment 24 2,199,406 1,826,006
Total non-current assets 2,288,104 1,982,384
TOTAL ASSETS 4,661,093 4,391,693
LIABILITIES AND EQUITY
Trade payables 26 1,075,368 1,653,556
Payables for advances 27 429,184 303,530
Short-term borrowings 28 217,000 -
Current portion of long-term borrowings 29 and 31 159,031 92,081
Other short-term liabilities 30 141,444 155,094
Total current liabilities 2,022,027 2,204,261
Long-term borrowings 31 262,289 44,224
TOTAL LIABILITIES 2,284,316 2,248,485
Shareholders capital 932,367 932,367
Treasury shares (62,164) (41,660)
Share premium 51,895 528
Legal reserves 963,836 603,836
Revaluation reserves 13,051 13,051
Fair value of investments available-for-sale - 68,410
Retained earnings 477,792 566,676
TOTAL EQUITY 2,376,777 2,143,208
TOTAL LIABILITIES AND EQUITY 4,661,093 4,391,693

Notes comprise an integral part of the 2007 Financial Statements
Auditors report is on pages 1 and 2



Construction Company GRANIT AD - Skopje
CASH FLOW STATEMENT

Cash flows from operating activities
PROFIT (LOSS) BEFORE TAXES
Adjusted for:
Depreciation
Amortization of intangible assets
Provision on bad receivables
Income from investments in subsidiaries
Interest income (expenses), net
Gain from disposal of investments available-for-sale
Gain from disposal of PPE
Profit (loss) before changes in current assets

Trade receivables
Receivables for advances
Other short term assets
Inventories

Trade payables

Payables for advances
Other short -term liabilities

Net cash used in operations

Interest paid
Income tax paid

Net cash flows from operating activities

Cash flows from investing activities
Collected (given) short-term loans
Disposed investments in treasury bills
Received dividends
Proceeds from deposed investments
Received interest
Collected (given) long-term loans
Acquisition of intangible assets
Acquisition of PPE
Proceeds from deposed PPE

Net cash flows from investment activities

2007 2006
Note Den.000 Den.000
389,344 299,464
24 183,829 147,613
25 727 -
8 484 98,620
10 (57,637) (48,284)
9and 11 (209,569) (168,141)
10 (90,775)
5and 8 (28,958) (1,357)
187,445 327,915
(97,286) 223,464
12,430 (35,040)
4,841 34,637
(177,620) (38,114)
(578,188) 221,166
125,654 (329,305)
3,315 (18,559)
(519,409) 386,164
(20,142) (34,271)
(54,379) (35,625)
(593,930) 316,268
18 2,361 55,412
- 70,092
10 8,204 8,122
22 109,765 2,261
9 229,711 202,412
23 170 1,712
25 (5,071) (686)
24 (180,663) (241,582)
24 32,809 3,365
197,286 101,108

(Continued)

Notes comprise an integral part of the 2007 Financial Statements
Auditors report is on pages 1 and 2



Construction Company GRANIT AD - Skopje
CASH FLOW STATEMENT (Continued)

Cash flows from financing activities
Proceeds (repayment) of log-term borrowings
Proceeds (repayment) of short-term borrowings
Acquisition of treasury shares
Disposal of treasury shares
Dividends paid
Rewards paid

Net cash flows from financing activities

Net increase (decease) of cash and cash equivalents
Cash and cash equivalents at the begging of the year
Cash and cash equivalents at the end of the year

2007 2006
Note Den.000 Den.000
31 (95,402) (146,265)
28 217,000 -
(37,416) -
68,279 53,102
(71,858) (34,529)
(20,475) -
60,128 (127,692)
(336,516) 289,684
15 527,170 237,486
15 190,654 527,170

Notes comprise an integral part of the 2007 Financial Statements
Auditors report is on pages 1 and 2



Construction Company GRANIT AD - Skopje
STATEMENT OF CHANGES IN EQUITY

a) Changes in 2006
Balance as at 01.01.2006

Disposed treasury shares
Converted priority to
ordinary shares

Profit for the period

Part of retained earnings to
legal reserves

Dividends

Rewards to management
Part of retained earnings for
acquisition of treasury shares
Adjustment of investments
available-for sale to fair
value

Balance as at 31.12.2006

In (000) den.
Ordinary shares Priority shares Treasury shares Reserves
Number of Number of Number of Share (Ie?f(:r?]nd fo?iiig\slzsry Revaluation  Fair value of Retained Total equity
shares Amount shares Amount shares Amount premium reinvested shares reserve investments earnings
income)
2,832,232 859,765 239,145 72,602 (302,757) (94,234) - 530,941 - 13,051 39,014 430,115 1,851,254
- - - - 166,537 52,574 528 - - - - - 53,102
239,145 72,602 (239,145) (72,602) - - - - - - - - -
- - - - - - - - - - - 267,076 267,076
- - - - - - - 22,895 - - - (22,895) -
- - - - - - - - - - - (47,191) (47,191)
- - - - - - - - - - - (10,429) (10,429)
- - - - - - - - 50,000 - - (50,000) -
- - - - - - - - - - 29,396 - 29,396
3,071,377 932,367 - - (136,220) (41,660) 528 553,836 50,000 13,051 68,410 566,676 2,143,208
(Continued)

Notes comprise an integral part of the 2007 Financial Statements

Auditors report is on pages 1 and 2



Construction Company GRANIT AD - Skopje
STATEMENT OF CHANGES IN EQUITY (Continued)

b) Changes in 2007
Balance as at 01.01.2007

Acquired treasury shares
Disposed treasury shares
Profit for the period

Part of retained earnings to
legal reserves

Dividends

Rewards to management
Part of retained earnings for
acquisition of treasury shares
Transfer to profit and loss for
the period

Balance as at 31.12.2007

In (000) den.
Ordinary shares Priority shares Treasury shares Reserves
Number of Number of Number of Share (Ie?f(:rind fo?iiig\slzsry Revaluation  Fair value of Retained Total equity
shares Amount shares Amount shares Amount premium reinvested shares reserve investments earnings
income)
3,071,377 932,367 - - (136,220) (41,660) 528 553,836 50,000 13,051 68,410 566,676 2,143,208
- - - - (28,414) (37,416) - - - - - - (37,416)
- - - - 39,597 16,912 51,367 - - - - - 68,279
- - - - - - - - - - - 348,138 348,138
- - - - - - - 310,000 - - - (310,000) -
- - - - - - - - - - - (66,205) (66,205)
- - - - - - - - - - - (10,817) (10,817)
- - - - - - - - 50,000 - - (50,000) -
- - - - - - - - - - (68,410) - (68,410)
3,071,377 932,367 - - (125,037) (62,164) 51,895 863,836 100,000 13,051 - 477,792 2,376,777

Notes comprise an integral part of the 2007 Financial Statements

Auditors report is on pages 1 and 2



Construction Company GRANIT AD Skopje
NOTES TO THE FINANCIAL STATEMENTS

1. Basic data

The basic activity of Construction Company "GRANIT" AD Skopje (“ The Company”) is
construction of:

o building objects;

e projecting and realization of objects for building and road construction;

e trade with building and other materials;

e catering and hotel business.

The organizational structure of Granit AD Skopje consists of 10 (ten) economic units in Republic
of Macedonia as well as several working units abroad (Bulgaria; Germany, Albania, Ukraine,
Croatia and Kosovo).

Total number of employees as at 31.December 2007 and 2006 according to economic units, is as
follows:

Economic unit 2007 2006
- | construction site Bitola 191 266
- Il construction site Negotino 213 280
- Il construction site Ohrid 93 124
- IX construction site Skopje 473 599
- XI construction site Delcevo 267 344
- Transport unit 396 381
- Laboratory 41 42
- Kozle (catering unit) 108 177
- Head office 119 121
- Working units abroad 191 165
Total 2,092 2,499

2007 Financial Statements 9



Construction Company GRANIT AD Skopje
NOTES TO THE FINANCIAL STATEMENTS

2. Basis of preparation of the financial statements
(a) Basis of preparation

The financial statements set on pages 3 to 35 are prepared in accordance with the International
Accounting Standards (IAS) which were published in the Official gazette of the Republic of
Macedonia N0.94/2004 and become effective from 1 January 2005, as well as the International
Financial Reporting Standard (IFRS) 1 and Interpretations issued by the IFRS Interpretations
Committee which were published in the Official gazette of the Republic of Macedonia
No0.11/2005 and the IFRS 2,3,4,5,6 and 7 which were published in the Official gazette of the
Republic of Macedonia No.116/2005.

The financial statements were prepared for the period ending 31.December 2007 and 2006. The
figures for the current and the previous period are shown in thousand of Macedonian denars, if
not otherwise stated. Certain adjustments and reclassifications of the balances for the previous
year are made in order to adapt them for presentation in the current year.

The financial statements for the year ending 31.December 2007 and 2006 are prepared for the
Company GD Granit AD Skopje only, and it presents the financial position, results as well as
cash flows and changes in equity for the economic unit in Republic of Macedonia. These
financial statements do not include the financial statements of legal entities which are wholly
owned by the Company, or legal entities where the Company has managing power on the
operating and financial policies of those legal entities, as well as the financial statements of the
previous mentioned working units abroad.

The Company has majority participation in several domestic companies’ equity, whose financial
statements are not included in these 2007 and 2006 financial statements. The Company’s
participation and the corresponding total assets, income and expenses of those companies are as
follows:

In (000) MKD
Company % of Total Total Total
participation assets income expenses
31.12.2007 2007 2007
Hotel Granit Ohrid 100% 27,114 55,156 55,107
Balkan Consulting 100% 99,068 33,267 31,862
Gamatroniks Skopje 100% 166,869 438,906 398,087

Due to the fact that the financial statements of these companies as well as the data for the
working units abroad are not included in these 2007 and 2006 financial statements, they are
considered to be unconsolidated financial statements.

Receivables and payables from the subsidiaries are presented in the Note 33 of the financial
statements.

2007 Financial Statements 10



Construction Company GRANIT AD Skopje
NOTES TO THE FINANCIAL STATEMENTS

2. Basis of preparation of the financial statements (Continued)
(b) Basic accounting methods

The financial statements are prepared based on the principal of historical prices, except for the
property, plant and equipment (PPE) and their depreciation, where adjustments have been made
in the past years based on the principal of revaluation using standard rates of increase of the
prices of the producers of industrial products, published by the State Bureau of Statistics of RM
(Note 3m).

The effect of the revaluation of the PPE and their depreciation is the revaluation reserve in the
equity. Until 2001 the revaluation reserve was evenly distributed to the paid-in capital, reserves
and accumulated profit. Since 2002, the revaluation reserve has not been distributed. It is
recorded separately, if calculated.

2007 Financial Statements 11



Construction Company GRANIT AD Skopje
NOTES TO THE FINANCIAL STATEMENTS

3. Basic accounting policies and estimates
(a) Recognition of revenues (construction contracts)

Revenues are stated in the amount of the issued interim statements or invoices to the investors,
confirmed by the supervisory body, which are based on the work performed during the period,
less value added tax and discounts.

During 2007, in the process of Company’s adjustment of the system of financial reporting to the
requests of IAS 11 — Construction contracts, special testing system was established for the
presented revenue from each construction contract that is in ongoing process at the date of the
balance sheet, according to the stage of completion and by which evidence of following planned
and actual cost is established:

o Costs that relate directly to the specific contract;

e Cost that are attributable to contract activity in general and can be allocated to the
contract and

e Such other costs as are specifically chargeable to the customer under the terms of the
contact.

During the course of testing, no material differences were find out between the presented
revenues from construction recognized according to the work performed during 2007 and the
related revenues based on the stage of completion at the balance sheet date.

(b) Expenses

Expenses are recognized when there is a probability for future outflows, connected with decrease
of certain asset or increase of liability and when it can be measured reliably. Expenses are
recognized on the basis of matching concept meaning connection between the realized expenses
and earning of revenues.

(c) Financing income

Financing income, which are calculated during the year, are shown as revenues, independent
from their collection. They are consisted of income from available-for-sale investments, interest
revenues and gains on exchange.

Dividends income is recognized when the right to receive payment is established.

Interest revenues are recognized on a time proportion basis, taking into account the effective
yield on the asset.

2007 Financial Statements 12



Construction Company GRANIT AD Skopje
NOTES TO THE FINANCIAL STATEMENTS

3. Basic accounting policies and estimates (Continued)

(d) Financing expenses

Financing expenses, which are calculated during the year, are shown as expenses, independent
from their payment. They are consisting of interest expenses, losses on exchange and other
eXpenses.

Interest expenses are recognized on a time proportion basis.

(e) Income tax

Taxes from income are calculated according to the regulations of the Republic of Macedonia. The
income tax is calculated on the basis of income before taxation, adjusted for certain revenues and

expenses, according to law. The general tax rate is 12% (2006: 15%).

The amount of the taxes is charged up to the amount of net income calculated in tax balance
(Note 14).

(f) Gains/ losses from translation of foreign currencies

All assets and liabilities in foreign currencies are converted into Macedonian Denars at the
exchange rates ruling at the balance sheet date.

Gains and losses arising on the translation of receivables and liabilities in foreign currencies
during the year have been credited or charged to financing revenues or expenses.

The official exchange rates ruling at 31. December 2007 and 2006 are the following:

2007 2006
1EUR= 61.2016 den. 61.1741 den.
1USD = 41.6564 den. 46.4496 den.

(9) Cash and cash equivalents

Cash and cash equivalents are carried out in the balance sheet at cost. For the purposes of these
financial statements, cash and cash equivalents comprise of denar and foreign currencies cash on
hand, denar and foreign currencies cash with local commercial banks in Republic of Macedonia,
short-term bank deposits with maturity of 30 days.

2007 Financial Statements 13



Construction Company GRANIT AD Skopje
NOTES TO THE FINANCIAL STATEMENTS

3. Basic accounting policies and estimates (Continued)
(h) Trade receivables

Trade receivables include all amounts owing for the sales of goods and services, recorded at
invoiced value according to the issued interim payment statements, confirmed by the investor
supervisory as well as issued invoices for construction services, decreased for provision for bad
and doubtful receivables.

Receivables for retained deposits represent retains from investors as guarantees for good
performance from the Company, which are released after the project completion and considerable
confirmation.

Full provision was made at 31st December 2007 and recorded as other expenses, for all
receivables which are considered to be uncollectible and which have been brought to court.

(i) Loans

Loans are carried out in the balance sheet at cost. Loans are short-term with one year period of
maturity or long-term with over one year period of maturity. Current portion of long-term loans
is transferred to short-term receivables for loans. Received interest from loans is presented as
financing income.

(i) Inventories

Inventories of material, spare parts and small inventory are stated at cost, calculated under the
average price method. Trading goods are stated at net sales price.

Work in progress and finished goods are stated at cost price, which is consisted of all direct costs
made for its creation (direct material, direct wages, direct depreciation and other overheads).

(k) Investments in subsidiaries and associates

Investments in subsidiaries and associates are presented in these financial statements at cost,
subsequently increased or decreased for the amount of the realized profit or loss from the
previous year of the subsidiary or the associate. Subsidiaries are defined as a companies
controlled by another enterprise, which means control of the voting power (over 50%) of those
companies. Associates are defined as companies, other than a subsidiary or joint venture, over
which the investor has significant influence. Parent’s participation in the subsidiaries and
associates financial results is recorded in the income statement.

2007 Financial Statements 14



Construction Company GRANIT AD Skopje
NOTES TO THE FINANCIAL STATEMENTS

3. Basic accounting policies and estimates (Continued)
(1) Investments

The Company is classifying its investments in available-for-sale investments and investments
held to maturity. Investments intended to be held for an indefinite period of time, which may be
sold in response to needs for liquidity or changes in interest rates, are classified as available-for-
sale investments. Investments held to maturity are consisted of investments in short-term treasury
bills (government or bank bills) which are issued by the National Bank or the Government and
which the Company is intended to hold them to maturity for interest earned.

Initially, investments are valued at cost, including transaction costs.

Subsequently, investments available-for-sale are stated at their fair value that is their last market
value at the date of the balance sheet for all securities which have active market, except for those
that don’t have active market and are stated at cost less for any impairment loss (entities in
bankruptcy).

Subsequently, investments held to maturity are recognized at amortized cost applying effective
interest rate method.

Unrealized gains and losses arising from changes in the fair value of available-for-sale
investments are recorded in shareholder’s equity as fair value and other reserves, until the
investment is sold at which time the unrealized gain or loss previous reported in the equity is
included in net profit or loss.

(m) Property, plant and equipment (PPE)
(1) Basic presentation

Initially, property, plant and equipment are carried out at cost. Cost includes invoiced value and
all other costs to bring the PPE to their present condition and location.

Subsequently, PPE were revalue in the past years at each year-end using uniformed revaluation
coefficient based on the manufacturer's price increase index published by the State Bureau of
Statistics of RM and which was applied to historical cost or later revaluations and to the
accumulated depreciation. This kind of revaluation of PPE is no more recorded.

The effect of revaluation is the revaluation reserve, shown in the balance sheet as part of the
equity. Until 2001 the revaluation reserve was appropriately distributed to the shareholders
capital, legal reserves and accumulated profit, while beginning 2002 the revaluation reserve is
recorded separately in the equity if it is calculated.

2007 Financial Statements 15



Construction Company GRANIT AD Skopje
NOTES TO THE FINANCIAL STATEMENTS

3. Basic accounting policies and estimates (Continued)

(m) Property, plant and equipment (PPE)- Continued

According to paragraph 44(b) from the published IAS 8 — Net profit or loss for the period, basic
errors and changes in accounting policies (Official gazette of the Republic of Macedonia
N0.94/2004) revalue values of PPE from the previous years are dealt as revaluation in accordance
with IAS 16, rather than as change in accounting policy.

Maintenance and repairs are charged to income as incurred. Costs relating to reconstruction and
improvements that change the capacity or the purpose of the PPE are added to the value of the
assets.

Profits on disposals of PPE are credited directly to other operating revenues. Losses on disposal
of PPE are charged to other operating expenses.

(2) Depreciation

Depreciation is charged on a straight-line basis at prescribed rates to allocate the revalue cost of
the property, plant and equipment over their estimated useful lives. PPE are depreciated on a
single asset basis, until the asset is fully depreciated.

No depreciation is provided on land and construction in progress.

The basic depreciation annual rates applied in 2007 compare to 2006 are as follows:

2007 2006
Property 2.5-10 % 2.5-10 %
Plant and equipment 10 % 10 %
Vehicles 10-25 % 10-25 %
Computer equipment 25 % 25%
Furniture 20 % 20 %

(n) Trade payables
Trade payables are stated at their nominal value (cost).

Trade payables are written off by crediting other revenues, after the expiration of the legal
maturity period or by off-court agreement between parties.

(o) Borrowings
Borrowings represent short-term and long-term interest bearing borrowings stated at their
nominal value. The amounts of the interest agreed are shown as financing expenses in the income

statement and as short-term financial liabilities in the balance sheet.

Foreign interest bearing borrowings are stated at the exchange rate at 31% December, and losses
or gains of exchange are stated as financial revenues or expenses.

2007 Financial Statements 16



Construction Company GRANIT AD Skopje
NOTES TO THE FINANCIAL STATEMENTS

3. Basic accounting policies and estimates (Continued)
() Equity
(1) Shareholders capital

The Company’s shareholders capital is recognized in the amount of the nominal (par) value of
the authorized and issued shares.

The shareholders capital can be used for covering losses if the reserves are not good enough.

The shareholders capital is comprised of 3,071,377 ordinary shares in total amount of 15,356,885
EUR. The par value of one share is 5 EUR or 310 denars. As at 31.December 2007 and 2006, the
Company has issued only ordinary shares.

The priority shares which were previously issued and owned by the Pension Fund of the Republic
of Macedonia and were convertible priority shares (conversation in relation 1 for 1 share) are
disposed by the Fund during 2006 and are converted in to ordinary shares.

The share structure of the total number of authorized, issued and outstanding shares for 2007 and
2006 is as follows:

Number of shares as at
31. December

2007 2006
Total number of authorized shares 3,071,377 3,071,377
Total number of issued shares 3,071,377 3,071,377
Total number of treasury shares 125,037 136,220
Total number of outstanding shares 2,946,340 2,935,157

(2) Treasury shares

Shares issued and at the same time owned by the Company are considered to be treasury shares
and are recognized at cost and presented as equity decrease.

Treasury shares are gained through the process of acquisition on the secondary securities market
(stock exchange) for current stock prices with previously made decisions for their acquisition by
the Company’s management. The acquired treasury shares are recognized at cost including all
transaction costs (fees).

Treasury shares are disposed through the process of re-issuing (public or private offer) as well as
by non-trading transfers (compensations, mortgages etc) according to the provisions of the Law
on securities. The difference between the cost and the disposal price is recognized as share
premium and it is presented in the equity.

2007 Financial Statements 17



Construction Company GRANIT AD Skopje
NOTES TO THE FINANCIAL STATEMENTS

3. Basic accounting policies and estimates (Continued)
(p) Equity (Continued)
(3) Legal reserves

Under the local statutory legislation, the Company is required to set aside 15% of its year net
profit in the reserves until the level of this reserve reaches 20% of the court registered capital.
Until reaching the minimum required level reserve could be used only for loss recovery.

When the minimum level is reached legal reserves can also be used for distribution of dividends,
based on a decision of the Shareholders' Assembly.

(4) Revaluation reserves

Revaluation reserves are founded from revaluation of the property, plant and equipment as set
forth in note 3(m). According to the Macedonian legislation the revaluation reserve is recorded in
the Company’s equity. These reserves are not subject to distribution.

(5) Rewards as a profit sharing

According to the local legislation, the Company has right to distribute part of its profit for
rewards to the management and employees as a profit sharing. This profit sharing is made
according to the decisions of the Shareholders Assembly and it is recognized and recorded as
distribution of the net profit not as an expense according to IAS 19 — employees benefits due to
the fact that conditions required by the IAS for recognition as an expense are not fulfilled,
meaning: the Company has no formal plans for profit sharing, the amounts are determined each
year and are different from year to year and it is not possible to make reliable estimate of the
amount of the profit sharing.

(w) Leases

Leases where the Company has substantially all the risks and rewards from ownership of an asset
are classified as finance lease. The lessee is recognising the finance lease as an asset in the
balance sheet at the lower of the fair value or present value of the minimum lease payments.
During the period the Company has transactions that are finance lease (Notes 31 and 36).

Leases were a significant portion of the risk and rewards of ownership are retained by the lessor
are classified as operating leases. Payments made under operating leases are charged to the
income statement on a straight-line basis over the period of lease. The lessor presents the assets
for rent or investment property in the balance sheet. The Company is leasing on an operating
lease part of its property and equipment to its subsidiaries in Republic of Macedonia out of which
revenues are earned (Note 5).

2007 Financial Statements 18



Construction Company GRANIT AD Skopje
NOTES TO THE FINANCIAL STATEMENTS

3. Basic accounting policies and estimates (Continued)

(g) Contributions for pension insurance of employees and liabilities for termination of
employment

The Company calculates and pays pension insurance contributions of its employees according to
the domestic legislation. The contributions, based on the employee’s salaries are paid in the
domestic National Fund. The Company has no additional liabilities.

Also, the Company is obliged to pay benefit in amount of two months salary to all its employees
who are retiring in the moment of retirement. The Company has made no provision for these
liabilities as the amount is not significant for the financial statements.

2007 Financial Statements 19



Construction Company GRANIT AD - Skopje
NOTES TO THE FINANCIAL STATEMENTS

4.REVENUES FROM CONSTRUCTION WORKS

2007 2006
Den. 000 Den. 000
Revenues from domestic construction works 1,653,256 909,690
Revenues from domestic construction services 380,341 873,729
Revenues from foreign construction services 206,319 310,024
Total revenues from construction works 2,239,916 2,093,443
5.0THER OPERATING INCOME
2007 2006
Den. 000 Den. 000
Income from sale of domestic goods 33,348 95,866
Income from sale of foreign goods - -
Income from rent 39,140 25,203
Income from sale of raw materials, spare parts 142,595 60,123
Income from disposal of fixed assets 32,809 3,365
Income from write-off payables 58,470 48,793
Other 27,006 87,430
Total other operating income 333,368 320,780
6.RAW MATERIALS USED
2007 2006
Den. 000 Den. 000
Raw materials expenses 596,948 491,120
Energy 184,353 263,086
Spare parts expenses 33,439 51,924
Small inventory expenses 25,793 24,211
Total raw materials used 840,533 830,341
7.EMPLOYEES EXPENSES
2007 2006
Den. 000 Den. 000
Gross wages 333,548 378,041
Allowances to employees 190,980 106,210
Business trip expenses 5,110 6,392
Total employees expenses 529,638 490,643
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8.0THER OPERATING EXPENSES

2007 2006
Den. 000 Den. 000
Cost of goods sold 89,219 113,111
Cost of materials and spare parts sold 212,572 2,504
Transport services 162,541 122,160
Subcontractor services 346,303 308,257
Carrying amount of disposed fixed assets 3,851 2,008
Other expenses from activities 66,593 123,828
Provision for bad and doubtful receivables 484 98,620
Provision for obsolesce inventories 18,479 -
Other operating expenses 189,511 131,732
Total other operating expenses 1,089,553 902,220
9.FINANCING INCOME
2007 2006
Den. 000 Den. 000
Income from interests (regular) 8,093 3,824
Income from penal interests 221,618 187,910
Gains on exchange 1,929 12,607
Total financing income 231,640 204,341
10.INCOME FROM INVESTMENTS
2007 2006
Den. 000 Den. 000
Income from investments in related parties 23,750 -
Income from investments in foreign working units 33,887 46,147
Dividend income from other entities - 2,261
Capital gain from disposal of investments 90,775 -
Total income from investments 148,412 48,408
11.FINANCING EXPENSES
2007 2006
Den. 000 Den. 000
Interests expenses 20,142 34,271
Losses on exchange 1,423 1,483
Total financing expenses 21,565 35,754
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12. EARNINGS PER SHARE

The basic earnings per share is determined when the net income available to shareholders less dividend to
priority shares is divided by the weighted average number of issued ordinary shares during the period.

As at 31.December 2007, according to the report from the Central Securities Depository, the Company owns
11,928 ordinary shares (2006: 15,605 ordinary shares) issued by GD Granit AD Skopje. These are not treasury
shares, but shares with limitations, because they belong to unknown owners for which even the Central
Securities Depository does not have any data.

As at December, 31 2007 according to the report from the Central Securities Depository, the Company owns
125,037 own (treasury) shares (2006: 136,220 treasury shares). During 2007 the Company has acquired 28,414
shares (2006: none) and on the other side disposed 39,597 previously purchased treasury shares. Due to the fact
that treasury shares are not considered as outstanding shares, it is necessary to calculate weighted average
number of issued outstanding ordinary shares.

2007 2006
Net profit available to shareholders (Den.000) 348,138 267,076
Dividend for priority shares (Den.000) - -
Adjusted net profit (Den.000) 348,138 267,076
Weighted average number of issued, outstanding shares 2,933,176 2,628,045
Basic earnings per share (In denars) 118.69 101.63

Due to the fact that during 2006 all issued priority and convertible 239,145 shares were converted in to ordinary
shares, diluted earnings per share is not calculated any more as it is same with the basic earnings per share.

13. DIVIDEND PER SHARE

The distribution of the net profit for 2007 will be decided upon on the 2007 Shareholders assembly of GD
Granit AD Skopje scheduled for April 2008. These financial statements do not disclose the distribution of the
2007 net profit, since this will be presented in the 2008 Statement of changes in equity. The announced
dividends for ordinary shares for 2006 are in the amount of 66,205 thousand denars or 22.73 denars per share.
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14.INCOME TAX EXPENSES

2007 2006
Den. 000 Den. 000
Income before taxation 389,344 299,464
Non-deductible expenses 38,909 181,731
Tax exempt revenues and investments in PPE (50,983) (126,583)
Tax base 377,270 354,612
Calculated income tax 45,272 53,192
Other tax relief's (4,066) (20,804)
Income tax 41,206 32,388
Effective tax rate 10.58% 10.82%
15.CASH AND CASH EQUIVALENTS
2007 2006
Den. 000 Den. 000
Denar accounts in domestic banks 32,663 3,814
Cash in hand 113 886
Foreign currency accounts 110,109 168,993
Foreign cash in hand 269 1,513
Bank deposits 47,500 351,964
Total cash and cash equivalents 190,654 527,170

Bank deposits are consisted of 30 days deposits and demand deposits. Interest in amount of 1% to 2% per
annum is accrued on these deposits (2006: from 1% to 8% per annum).

16. TRADE RECEIVABLES

2007 2006
Den. 000 Den. 000
Domestic receivables for construction works 750,337 454,447
Domestic receivables for construction services 257,034 422,877
Domestic receivables for disposed fixed assets 1,126 3,417
Foreign receivables for construction works - -
Receivables from foreign working units (net) 104,998 -
Receivables from customers for retained deposits from
construction works 94,513 196,578
Bad and doubtful domestic receivables 246,599 309,535
Bad and doubtful foreign receivables - -
1,454,607 1,386,854
Less: provision for bad and doubtful receivables (246,599) (309,535)
Total trade receivables 1,208,008 1,077,319
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17.RECEIVABLES FOR ADVANCES

2007 2006
Den. 000 Den. 000
Domestic receivables for advances 85,230 74,435
Foreign receivables for advances 8,901 32,125
Bad and doubtful domestic receivables for advances 84,762 92,163
178,893 198,723
Less: Provision for bad and doubtful domestic receivables for
advances (84,762) (92,162)
Total receivables for advances 94,131 106,561
18.SHORT-TERM LOANS
2007 2006
Short-term loans to: Den. 000 Den. 000
Company HRRM Skopje - 2,065
Other 916 916
Current portion of long-term borrowings (Note 21) 2,427 2,723
Total short-term loans 3,343 5,704
19.0THER SHORT-TERM ASSETS AND PREPAID EXPENSES
2007 2006
Den. 000 Den. 000
VAT receivables - 7,190
Income tax receivables 16,076 4 557
Receivables for retained deposits for court procedures 8,389 -
Receivables from employees 8,443 8,106
Prepaid expenses 2,431 8,808
35,339 28,661
Less: Provision for receivables from employees (6,826) (6,826)
Total other short-term assets and prepaid expenses 28,513 21,835
20.INVENTORIES
2007 2006
Den. 000 Den. 000
Raw materials 349,688 288,265
Spare parts 75,817 81,673
Construction materials inventories 74,544 56,723
Apartments and offices on stock (manufacture) 344,616 242,763
Trade goods 3,675 1,296
Total inventories 848,340 670,720
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21.INVESTMENTS IN SUBSIDIARIES AND ASSOCIATES

Investments in subsidiaries
Hotel Granit Ohrid

Balkan Consulting Skopje
Gamatroniks DOOEL Skopje
DP Granit Ukraine

JV Granit T-ATM DOO

Investments in associates
GPM Srbija Belgrade

Total

22.INVESTMENTS AVAILABLE-FOR-SALE

Investments in listed shares:
Komercijalna Banka AD Skopje

Investments in non-listed shares:

Stopanska Banka AD Skopje
Kjubi Makedonija AD Skopje
Makedonska Banka AD Skopje
ER servis AD Skopje
Silika AD Cajle
Other

Total long-term investments

Basic % of 2007 2006
activity ownership Den. 000 Den. 000
hotel 100% 4,969 11,922
construction projecting 100% 51,505 43,824
concrete iron 100% 20,239 5,421
construction 100% 61 61
construction projecting 55% 84 84
76,858 61,312

construction 34% 195 195
195 195

77,053 61,507

% of 2007 2006
ownership Den. 000 Den. 000

minority - 84,420

minority - 2,980

minority 1,117 1,117

minority 38 38

minority 649 649

minority 2,013 2,013

926 926

4,743 92,143

During 2007. the Company has disposed its shares in Komercijalna Bank and Stopanska Bank and capital gain in
amount of 90,775 thousands denars was realized (Note 10).

23. LONG-TERM LOANS

Long-term loans to citizens
Long-term loans to employees
Provision for long-term loans

Less: current portion of long-term loans

Total long-term loans

2007 2006
Den. 000 Den. 000
2,155 2,475
1,927 2,073
(262) (262)
3,820 4,286
(2,427) (2,723)
1,393 1,563
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24.PROPERTY, PLANT AND EQUIPMENT

Changes in 2007:

Machinery
Description Land and and Means of  Construction
buildings equipment transport. in progress Total
Den.000 Den.000 Den.000 Den.000 Den.000

Cost or valuation
Balance as at January 1 1,282,515 1,667,140 929,041 52,737 3,931,433
Additions 32,196 395,670 129,838 3,376 561,080
Transfers 60,920 (60,920) - - -
Write offs - (42,134) (66,084) - (108,218)
Disposal (4,313) - (969) - (5,282)
Balance as at January 31 1,371,318 1,959,756 991,826 56,113 4,379,013
Accumulated depreciation
Balance as at January 1 229,665 1,105,352 770,410 - 2,105,427
Depreciation for the year 31,785 112,980 39,064 - 183,829
Write offs - (41,847) (65,785) - (107,632)
Disposal (1,331) - (686) - (2,017)
Balance as at January 31 260,119 1,176,485 743,003 - 2,179,607
Carrying amount as at:
31.12.2007 1,111,199 783,271 248,823 56,113 2,199,406
31.12.2006 1,052,850 561,788 158,631 52,737 1,826,006

As at 31.December 2007, portion of the buildings and machinery with carrying amount of 958,164 thousand denars
(2006: 653,194 thousands denars) are pledged as a security for liabilities to banks for loans and guarantees (Note
32h).

As at 31.December 2007, the carrying amount of the property and equipment acquired on finance lease during 2005
and 2007 from the company Wirtgen Germany is in amount of 678,719 thousands denars (2006: 220,948 thousands
denars).

As at 31.December 2007, part of the property and equipment of the Company with carrying amount of 494,719
thousands denars (2006: 555,822 thousands denars) are rented on a operating lease to the Company's subsidiaries,
Hotel Granit DOOEL Ohrid and Gamatroniks DOOEL Skopje. Income from renting is presented in other operating
income (Note 6).

25.INTANGIBLE ASSETS

As at 31.December 2007, intangible assets in amount of 5,509 thousands denars (2006: 1,165 thousands denars) are
consist of computer software used for Companies activities.
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26. TRADE PAYABLES

2007 2006
Den. 000 Den. 000
Domestic trade payables 1,061,411 1,125,257
Foreign trade payables 7,644 10,619
Trade payables for non-invoiced goods, materials and services 6,313 23,478
Trade payables to Granit foreign working units, net - 494,202
Trade payables toward importers - -
Total trade payables 1,075,368 1,653,556
27.PAYABLES FOR ADVANCES
2007 2006
Den. 000 Den. 000
Payables for advances from investors 415,637 300,335
Payables for advances for sale of apartments 13,547 3,195
Other payables for advances and deposits - -
Total payables for advances 429,184 303,530
28.SHORT-TERM BORROWINGS
Short-term borrowings are consisted of:
2007 2006
Den. 000 Den. 000
Borrower:
Komercijalna banka AD Skopje 124,000 -
Komercijalna banka AD Skopje 93,000 -
Total 217,000 -

Short-term borrowings from Komercijalna Bank AD Skopje have been approved during 2007 on the basis
of framework revolving credit agreement (Note 32), with maturity in January and February 2008 and
interest rate of 7% per year. The loans have been secured with pledged property of the Company.
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29.CURRENT PORTION OF LONG-TERM BORROWINGS

Current portion of long-tem borrowings represent the liabilities that are due in period of 12 months from
the date of the balance sheet (Note 31).

30.0THER SHORT-TERM LIABILITIES AND ACCRUED EXPENSES

2007 2006
Den. 000 Den. 000

Liabilities for net wages for employees 18,621 13,477
Liabilities for taxes and contribution on wages 12,149 10,587
Liabilities for VAT 3,462 -
Liabilities for income tax 4,914 3,260
Liabilities for bonuses to employees 30,316 39,974
Dividend liabilities 31,069 36,722
Liabilities to employees for associated funds 33,433 31,998
Other liabilities for employees 8,670 9,626
Unearned revenues 578 578
Other short-term liabilities (1,768) 8,872
Total other short-term liabilities and accrued expenses 141,444 155,094
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31.LONG-TERM BORROWINGS

Borrower:

Wirtgen Germany - finance lease
Wirtgen Germany - finance lease
Wirtgen Germany - finance lease
Wirtgen Germany - finance lease
Wirtgen Germany - finance lease
Wirtgen Germany - finance lease
Wirtgen Germany - finance lease
Wirtgen Germany - finance lease
Wirtgen Germany - finance lease
Autotehna DOO Skopje
Autotehna DOO Skopje

Automatik AWM

Total liabilities for long-term borrowings

Current portion of long-term borrowings:

Wirtgen Germany (for all leases)
Autotehna DOO Skopje
Automatik AWM

Total current portion

Total net long-term borrowings

Repayment Interest 2007 2006
period rate Den. 000 Den. 000
12 quarter installments from
06/06 to 03/09 6.5% per year 16,703 33,391
12 quarter installments from
12/05t0 09/08 6.5% per year 12,623 33,646
12 quarter installments from
01/06 to 10/09 6.5% per year 11,577 23,144
24 monthly installments from
12/05 to 12/07 10.5% per year - 22,214
12 quarter installments from
01/08 to 10/10 6% per year 114,657 -
12 quarter installments from
11/07 to 08/10 6% per year 63,097 -
12 quarter installments from
11/07 to 08/10 6% per year 51,256 -
12 quarter installments from
01/08 to 10/10 6% per year 14,686 -
12 quarter installments from
04/08 to 01/11 6.5% per year 131,710 -
24 monthly installments from
11/03 to 10/05 4.5% per year - 1,070
8 quarter installments from
11/07 to 08/09 5.9% per year 5,011 -
8 semiannually installments
from 15/01/04 to 15/07/07 5.5% per year - 22,840
421,320 136,305
(155,899) (68,171)
(3,132) (1,070)
- (22,840)
(159,031) (92,081)
262,289 44,224

The borrowings from Wirtgen Germany in amount of 416,309 thousands denars (2006: 112,395 thousands
denars) are used for acquisition of fixed assets (construction equipment) and represent acquisition on the basis

of finance lease.

The repayment of the long-term borrowings which are on balance as at 31.December 2007 is as follows:

In period of one year
From 1 to 5 years
Over 5 years

Total

2007 2006
Den. 000 Den. 000
159,031 92,081
262,289 44,224
421,320 136,305
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32.CONTINGENCES

a) Bank guarantees

The Company has concluded several agreements for bank guarantees with the followings amounts, maturity and

basis for conclusion:

1) Guarantees issued by Komercijalna Bank AD Skopje

Beneficiary of the guarantee EUR Due date Basis
National fund for roads 199,578 - Jan./2010 ring road Skopje
National fund for roads 222,483 - Nov./2008 ring road Skopje
Sokomak Bitola 42,229 - March./2008 tender
Bunardzik-sewerage system 20,708 March./2009 good performance

advance and good
Golema reka 12,258 Aug./08/09 performance
Kolo Veidekke - 992,615 Sep./2009 payment
Pristina - airport - 1,864,942 2009 and 2010 good performance
American Embassy - 517,450 2008 good performance
advance and good
Croatian Fund for roads - 1,391,273 2008 performance
Total for Komercijalna Bank 497,256 4,766,280
Total in (000) denari 788,960
2) Guarantees issued by Nova Ljubljanska Bank AD Slovenia

Beneficiary of the guarantee Den. 000 EUR Due date Basis
Croatia 0 viaduct - 652,336 Oct./2009 good performance
RIKO - 402,044 Noe./2011 good performance
Ukraine fund for roads - 4,488,598 Apr./2009 good performance
Total for Nova Ljubljanska Bank - 5,542,978
Total in (000) denari 339,239

The guarantees issued by Nova Ljubljanska Bank AD Ljubljana in favor of the Company are approved
according to an framework agreement for revolving loan-limit from October 2004. The general agreement
determinates loan approval, opening L/C as well as issuing guarantees. The agreement is valid up to May 8,
2008 and is secured by mortgage on the Companies property (Note 32b).
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32. CONTINGENCES (continued)
a) Bank guarantees

3) Guarantees issued by NLB Tutunska Bank AD Skopje

Beneficiary of the guarantee Den. 000 EUR Due date Basis
Ukraine - 1,500,000 Apr./2008 tender
Autoceste Zagreb - 2,328,493 Jul./2009 good performance
Autoceste Zagreb - 571,424 Dec./2008 good performance
Kukes Morine - 1,440,260 Mar./2008 good performance
Other beneficiaries - 960,092 2008 and 2009 tenders and other
JPSSDP (City stadium) 60,000 - Feb./2008 tender
FZC Kumanovo 28,711 - June./2008 advance
Antera DOO- garage 16,602 - June./2010 good performance
Other beneficiaries 38,726 - 2008,09,10 tenders and other
Total for NLB Tutunska Bank 144,039 6,800,269
Total in (000) denars 560,226

The guarantees issued by NLB Tutunska bank AD Skopje in favor of the Company are approved according to an
framework agreement for revolving loan-limit from August 2004 for the total amount of 9,000,000 Euro. The
general agreement determinates loan approval, opening L/C as well as issuing guarantees. The agreement is
valid up to May 8, 2008 and is secured by mortgage on the Companies property (Note 32b).

4) Guarantees issued by Stopanska bank AD Skopje

Beneficiary of the guarantee Den. 000 EUR Due date Basis
Zletovica Dam 16,271 542,586 Apr./2011 good performance
Zletovica Dam 34,867 1,162,684 Apr./2010 advance
Total for Stopanska bank 51,138 1,705,269
Total in (000) denars 155,503

5) Guarantees issued by Alpha bank AD Skopje

Beneficiary of the guarantee Den. 000 EUR Due date Basis
Usje cement factory 20,000 - Feb./2009 payment
Total for Alpha bank 20,000 -

Total in (000) denars 20,000
Total for all banks 712,433 18,814,796
Total 1,863,929 30,455,554
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32. CONTINGENCES (continued)
b) Mortgages

The Company has mortgages on its property as a collateral for the borrowings from the following banks:

Estimated
property (type of amount
Mortgagee mortgage) (EUR) Security for:
NLB Tutunska Banka AD Terminal Delcevo
Skopje (primary) 666,250
Hotel Skopje (sec.) 4,204,162
Machinery (sec) 825,657
Concrete  iron  factory
(primary) 1,757,000 Framework agreement on 2,200,000 EUR
(quarantees issued by NLB Tutunska Banka
Bitola building (primary) 561,828 AD Skopje)
Term. Delcevo (sec) 666,250
NLB Tutunska Banka AD Hotel Ohrid (prim) 4,200,000
Skopje and Nova Ljubljanska
Banka AD Ljubljana Bitola building (secondary) 561,828
Skopje head office (sec) 1,517,445
Hotel Skopje (third) 4,204,162 Frame work agreement on 9,000,000 EUR
Asphalt base Marini (prim) 1,757,000 and Framework agreement on 7,500,000
Vehicles (sec) 2,236,086 EUR with Nova Ljubljanska Bank AD
Construction machinery (sec 836,767 ljubljana
Komercijalna banka AD Hotel Skopje (prim) 4,204,162
Skopje head office (prim) 1,517,445 Framework agreement on 5,721,607 EUR
Stopanska banka AD Skopje Construction machinery 5,600,000

Framework agreement on 10,000,000 EUR

The carrying amount of these fixed assets as at 31.December 2007 and 2006 is presented in Note 23 to the financial
statements.

The estimated value of the pledged property was established by the banks authorities.
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32. CONTINGENCES (continued)

c¢) Court procedures

The Company is being sued in a number of law suits that arise from its regular activities. The total amount of
the law suits field against the Company as at December 31, 2007 is 360,190 thousand denars (2006: 306,462
thousand denars) representing law suits on different basis (suits from suppliers, suits for damage
compensations and other). The Management of the Company does not consider that any material significant
contingent liabilities will arise from these law suits.

On the other hand, the Company is a prosecutor in a significant number of law suits that also arise from its
regular activities. The total amount of the law suits field by the Company as at December 31, 2007 is
1,193,910 thousand denars (2006: 1,357,101 thousand denars) representing mainly law suits for uncollected
receivables for performed services. The contingent assets are not recognized in the financial statements.

33. RELATED PARTY TRANSACTIONS

31. December 2007

Receivables and liabilities from: Receivables Payables

Hotel Granit Ohrid 5,813 5,949
Balkan Consulting Skopje 755 59,365
Gamatroniks DOOEL Skopje 25,864 108,691
Total receivables and liabilities with related parties 32,432 174,005
Net receivables/liabilities - 141,573

31. December 2006

Receivables and liabilities from: Receivables Payables

Hotel Granit Ohrid - 19,371
Balkan Consulting Skopje 6,882 49,657
Gamatroniks DOOEL Skopje - 106,673
Total receivables and liabilities with related parties 6,882 175,701
Net receivables/liabilities - 168,819
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34.RISK MANAGEMENT

The Company is engaged in different kind of business transactions that includes trade receivables, trade
liabilities, borrowings as well as investments available-for-sale. The most important types of risks to which
the Company is exposed and the methods used by management to control them, are as follows:

a) Currency risk

The Company is exposed to currency risk through transactions in foreign currencies from sales or purchases
with other foreign entities. The Company has no special policy or methods for currency risk management as
there are no market instruments in Republic of Macedonia to avoid this kind of risk. According to this, the
Company is exposed to possible foreign currencies rates fluctuations, which is still limited as the Denar is
pegged to EUR and monetary projections envisage stability of the exchange rate of the Denar against EUR.

b) Credit risk

The Company is subject of credit risk in cases when its customers will not be able to fulfill its obligations.
There is no significant concentration of credit risk as the customers are various entities from the country and
from different business sectors, especially are government entities. The Company has no special policy to
manage or decrease this kind of risk.

c) Interest rate risk

The Company is exposed to risk of interest rate fluctuations from the used short and long term interest
bearing borrowings agreed with variable rates. As the Company has used this kind of borrowings, their is
exposure to interest rate risk. However, this risk depends from the market fluctuations and the Company is
unable to manage it.

35. FAIR VALUE OF FINANCIAL INSTRUMENTS

The Company has financial assets and liabilities which include cash and cash equivalents, trade receivables
and receivables for advances, investments available-for-sale, trade payables, payables for advances and
borrowings.

The fair value of the financial assets and liabilities approximates their accounting value as all of the financial
assets and liabilities have maturity in period of maximum up to one year from the balance sheet date, except
for the investments available-for-sale which have long-term character and its fair value represent its last
market price at the balance sheet date.

The fair value of the long-term liabilities is not practical to be established as the difference to the carrying
amount is not material.
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36. FINANCIAL LEASES

The Company has acquired fixed assets (construction equipment) under finance lease (Note 29). The
repayment maturity is in period of 2 to 4 years form the balance sheet date. The future minimum payments for
the finance leases is as follows:

2007 2006
Den. 000 Den. 000

In period of 1 year 155,899 73,988
More than 1, but less than 5 years 260,410 89,648
416,309 163,636

37. POST BALANCE SHEET EVENTS

No material events have occurred after the balance sheet date which require disclosure in these financial
statements.
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