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Summary: 
Since the starting process of transition, industrial production in Montenegro has been faced 
with serious problems and its share in GDP is constantly decreasing. Global financial crises 
had in large extent negatively influenced industry. Analysis of financial indicators showed that 
industry had significant losses, problem of undercapitalisation and liquidity problems. If we look 
by industry sectors, than situation is more favourable in the production of electricity, gas and 
water compared to extracting industry and mining. In paper is proposed measures of economic 
policy in order to improve situation in industry. 

 
Key words: 
industry, montenegro, financial indicators, recommendations. 

 
Rezime:  
Industrijska proizvodnja u Crnoj Gori se od početka procesa tranzicije suočava sa ozbiljnim 
teškoćama i njeno učešće u BDP-u konstantno opada. Globalna finansjska kriza je u velikoj 
meri uticala na pogoršanje položaja industrije. Analiza finansijskih indikatora je pokazala da 
industrija posluje sa gubitkom, da je potkapitalizovana i da ima problem sa likvidnošću. 
Posmatrano po sektorima, situacija je značajnoj povoljnija u proizvodnje električne energije, 
gasa i vode, u odnosu na preradjivačku industriju i rudarstvo. Autori u radu daju preporuke za 
unapredjenje stanja u oblasti industrije. 
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Montenegro started accelerated industrialization process after the II World 
War. It was a general trend, which also affected the West European 
countries, because it was considered at that time that the industrialization 
leads to quicker exit from poverty ([21], p. 3). Process of Montenegrin 
economy transformation was quick and from agrarian it transformed into an 
economy in which at the beginning of the process almost half of the GDP 
was created by the industry. The nineties and all the difficulties FRY faced 
downgraded Montenegrin industry.  

However, position of the industry did not change significantly, not even with 
recovery of economic activity in this century, so that in 2010 industry 
participated with around 11% in Montenegrin GDP. Two out of three largest 
industrial companies, Aluminum Plant Podgorica and Iron and Steel Works 
Nikšić have very uncertain fate.  

Therefore the authors have put two objectives to themselves in their work. 
The first objective pertains to the industrial financial position analysis, as 
well as of other indicators of industrial operations. The second objective of 
this work pertains to creating recommendations for enhancing Montenegrin 
industry status. 

The Montenegrin industry can be divided in three sectors: Mining and 
quarrying, processing industry and production of electricity, water and gas. 
In the industrial production structure energy sector covers 49.1%, 
processing industry 40.2%, and mining 10.7% of the total production. The 
industrial production has been in the major part concentrated, because for 
instance, company  ―Elektro privreda Crne Gore‖ (EPCG – Electric Power 
Industry of Montenegro: EPIM) measured per its total revenue participates 
with 98% in the total revenue of the sector for production of electricity, water 
and gas, while on the other hand, Kombinat aluminijuma Podgorica (KAP – 
Aluminum Plant: AP) participates with around 82% in the total processing 
industry revenue. 

Analysis of financial and other industrial operations indicators is based on 
annual balance sheets. The authors used database of annual balance 
sheets from Central Bank of Montenegro as source of data. For the needs 
of work they have created Balance Sheets and Income Statements of the 
Industry, as well as for all three industrial sectors, which have been given in 
Annex to this document. For comparing with the industry, comparative 
indicators have been used for Montenegrin economy, which have been 
taken from the CBM study ―Information on Montenegrin Economy 
Operations‖ (see [3]). 

1. INTRODUCTORY NOTES  
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The Work observes industry as a whole, as well as all three industrial 
sectors separately: mining, processing industry and production of electricity, 
gas and water. In order to have relevant conclusions, the selected 
indicators shall be compared with their counterparts for Montenegrin 
economy. Observed topic of the Work is time period from 2005 to 2010, for 
which annual balance sheets were available.  

This Work consists of three parts. In the first part the industry has been 
analyzed from macroeconomic aspect, that is, its role, share in the GDP of 
Montenegro, as well as movement tendencies. The second part of the Work 
presents empirical analysis of industrial operations‘ indicators in the period 
from 2005 to 2010. The third part of the work pertains to recommendations, 
what should be done in the next period in order to enhance the position of 
Montenegrin industry. 

 

After the II World War, Montenegro was backward agrarian region, with 
traditional economic life organization, 85% of population lived from 
agriculture, and just fifteen percents of the population dealt in crafts, trade 
and other business activities (see [9]). However, following the socialist 
concept of industrialization, big structural changes have occurred in GDP 
earning. In that period accent was on stimulating development of industrial 
energy base fields (energy sector, mining, metal industry) and on 
accelerated traffic development. This therefore resulted in quick growth of 
industrial share in Montenegrin GDP creation. The industry has constantly 
increased its share in earning GDP from 25.6% in 1952 to 38.5 in 1986, in 
order to reach share of 45.3% at the beginning of transition (1989) ([26], p. 
85). 

However, the nineties brought with them economic sanctions, lack of 
investments into industry, retarded restructuring, etc., so that many 
industrial companies became bankrupt. Those marked as strategic ones, 
with the exception of Electric Power Industry, survive just thanks to 
generous state subsidies. Montenegro has had at the beginning of this 
century industrial share of 17.3% in GDP creation. The following graph 
shows the movement trend of industrial share in GDP in this century. 

 

2. CHANGE OF POSITION OF INDUSTRY IN 
MONTENEGRIN ECONOMY   
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Graph no. 1 – Industrial share in Montenegrin GDP in the period 2000 – 

2010. 
Data source: Calculation by authors based on data from the Statistical Yearbook for 

2011. 
 

The graph clearly shows that from 2001 tendency of further decline of 
industrial share in GDP is present, which was 11.2% in 2010. Declining 
share tendency was present in all three industrial sectors: mining and 
quarrying, processing industry and production of electricity, gas and water. 

However, in this century Montenegro has had high GDP growth rates, which 
were not followed by industrial trends. The following graph shows 
comparative growth rates for industry and GDP.  

 

 
Graph no. 2 - Comparative trend in annual growth rates for industry 

and GDP. 
Data source: Calculation by authors based on data from Statistical Yearbook for 

2011. 
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Under the influence of global financial crisis significant decline in EU 
industry also occurred (-1.7% in 2008, that is 13.7% in 2009), but year 2010 
brought recovery and industrial production growth was 6.9% (see [8]). 
Recovery in Montenegro was temporary, just in 2010, and that was 
primarily as a result of extremely beneficial hydro-meteorological conditions, 
which led to record electricity production ([2], p. 12). Already in 2011 two-
digit drop in industrial production ensued. 

In this period big structural changes occurred in Montenegrin GDP creation, 
when economy reoriented itself towards the service sector. Growth of 
service sector share was also a global trend. One can gain impression that 
the most important structural changes have occurred in three-years 
economic boom period, when the average growth rate of Montenegrin GDP 
was 8% ([11], p. 120). In that period quick service sector growth has been 
achieved, and the industry had negative growth rates. 

 

 

Graph no. 3 – Growth rates in the selected sectors of Montenegrin 
economy in the period 2005 – 2008.  

Source: Fabris, N. and Mijatović, M., Critical Overview of Montenegro‘s Growth 
Model, Europe and the Balkans: Economic Integrations, Challenges and Solutions, 

University of Orlean, 2011. 

 

The impression is, that during this period mistake has been made and that 
the production sector has been completely neglected (industry and 
agriculture) at the expense of service sector. Although service sector is 
important and contributes to the growth of welfare, welfare axis is rooted in 
material products. Neglect of the service sector is also one of the causes of 
global financial crisis ([10], p. 234), so that sharp decrease in Montenegrin 
GDP is not surprising during the crisis. 
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The industry is one of the economic branches that suffered the most from 
the crisis ([25], p. 134). Under the influence of the crisis on one side 
occurred decrease in demand on the global level, and on the other, drop in 
prices. The Montenegrin industry still hasn‘t recovered from this shock and 
the level of industrial production in 2011 is significantly lower than pre-crises 
production level.  

The existing industrial structure is unfavorable from several aspects, 
especially the following ones ([23], p. 30): 

 Outdated and exceeded technology and equipment, resulting in 
lower efficiency and negative environmental influence, 

 Industrial capacities‘ structure dominated by big economic subjects, 
while participation of small and medium sized companies is far 
below the global average, 

 Capital structure dominated by fixed assets with chronic shortage of 
working assets and   

 Dominance of energy-intensive consumers. 

Industrial competitiveness degree is extremely low, and accumulation is 
also missing for investment into modernization and development projects. 

The key problems in the industrial production have been concentrated in the 
processing industry. Two of the biggest companies in this field, Aluminum 
Plant Podgorica (Kombinat aluminijuma Podgorica - APP) and (Ţeljezara 
Nikšić) Iron and Steel Works Nikšić are in an unenviable situation. The Iron 
and Steel Works is bankrupt and it is unsure whether it shall find a new 
strategic partner. APP has at first been privatized, and then the state 
resumed a part of shares and it currently survives just thanks to generous 
governmental subsidies, for which it is uncertain whether they could 
continue in the future. Both companies are example of bad, that is, 
unsuccessful privatizations.  

On the other hand EPIM which has acquired reputable strategic partner is 
so far operating satisfactorily, although it needs new investments for 
equipment modernization. Electricity production in Montenegro is 1.7 TWh 
in hydro-electric power plants, 1.2 TWh in thermal power plant and 20 GWh 
in mini-hydro power plants. On the other hand, consumption ranges around  
4.6 TWh, and just three direct consumers (APP, Iron and Steel Works and 
Railways of Montenegro)  account for 42.6% of the total consumption ([6], 
p. 166). These data show that Montenegro is a significant electricity 
importer. On the other hand, there is a significant unused hydro potential, 
estimated at 7 TWh in natural water flows, while in case of integrated water 
exploitation that potential amounts to 11 TWh ([18], p. 30). Simultaneously, 
there are also significant unused potentials for electricity production in 
thermal power plants, bearing in mind that exploitation reserves of coal in 
Pljevlje and Maoĉ basins are estimated at around 170 million tons ([18], p. 
31). The quoted reserves can result in the total production of 270 TWh ([6], 
p. 169). The key energy sector problems pertain to ([6], p. 179): 
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 Insufficient capacities, especially in interconnections with 
neighbors, old equipment and the need for serious modernization 
and upgrading; 

 High costs, inadequate organization, significant losses, relatively 
low productivity and poor management. 

 

Observed as a whole, industry in the period from 2005 to 2010 has 
operated with loss. The following table shows industrial profitability as well 
as the key profitability indicators. 

 

Table no. 1 – Montenegrin industry profitability in the period 2005 – 
2010 (%) 

 2005 2006 2007 2008 2009 2010 

Net profit rate of 
Montenegrin economy 

-3.2 2.0 2.47 0.15 -1.79 0.48 

Industrial net profit rate 
-

26.28 
-3.32 -5.63 -8.44 

-
15.61 

-1.14 

Rate of  return on capital 
and reserves 

-
16.65 

-2.59 -4.52 -7.67 
-

10.61 
-0.83 

Rate of  return on total 
assets 

-9.34 -1.42 -2.53 -3.72 -5.07 -0.38 

Total revenues and 
expenditures ratio 

-1.87 -2.32 -2.29 -2.19 -1.48 -1.79 

Data source: Calculation by authors based on annual balance sheets. 

 

The table shows that the net profit rate was negative throughout the whole 
period, although with significant variations in its range. In the observed 
period the accumulated industrial loss was 594 million euros. On the other 
hand, on the level of Montenegro economy accumulated loss resulted of 91 
million euros during the observed period. That means that Montenegrin 
economy has without the industry earned profit of 503 million euros in the 
observed period, confirming the hypothesis on lagging behind in industrial 
development. In order to more deeply probe the causes of negative 
operations result,  next table shows profit rate per industrial sectors. 

The table shows that the biggest contribution to the loss was by processing 
industry and mining, which have had positive profitability in just one year in 
the observed period. During 2007 and 2008 loss in the energy sector was 
less than average (more beneficial profit rate), and in 2009 and 2010 profit 
was made. Reason for improvements in the energy sector should be 

3. EMPIRICAL ANALYSIS OF MONTENEGRIN 
INDUSTRIAL OPERATIONS  
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searched in restructuring, that is, recapitalization and entry of minority 
strategic partner into Electric Power Industry, with dominant share in energy 
sector. 

 

Table no. 2 – Montenegrin industry profitability per sectors in the 
period 2005 – 2010 (%) 

 2005 2006 2007 2008 2009 2010 

Industrial net profit rate -26.28 -3.32 -5.63 -8.44 -15.61 -1.14 

Processing industry -31.54 0.72 -7.04 -9.54 -20.78 -3.32 

Mining and quarrying -11.69 -22.47 1.06 -8.64 -53.33 -9.77 

Production of 
electricity, gas and 
water 

-15.78 -10.91 -2.71 -5.40 0.94 4.96 

Data source: Calculation by authors based on annual balance sheets. 

 

However despite the suffered loss industrial assets did not decrease, but 
have grown in the observed period (table no. 3). 

 

Table no. 3 – Trends in movement of industrial and economic assets 
in Montenegro in the period 2005 – 2010 (in 000 of euros) 

 2005 2006 2007 2008 2009 2010 

Mining 158326 163857 177816 342905 225436 238730 

Production of 
electricity, gas 
and water 

1242596 1199273 1236581 1535668 1552193 1631634 

Processing 
industry 

858103 958819 1217651 1260067 1269710 1280802 

Total industry 2259024 2321949 2632048 3138641 3047340 3151167 

Assets of 
Montenegrin 
economy 

5579300 7267059 10928556 13548695 13671041 14795214 

Share of industrial 
assets in the total 
assets (%) 

4048 31.95 24.08 23.16 22.3 21.3 

Data source: Calculation by authors based on annual balance sheets. 

 

However, industrial share in the total economic assets has constantly 
decreased from 40.48% which was in 2005 to just 21.3% in 2010. Basic 
reasons for relative decrease in the industrial share were: 

 High growth of real estate prices during the observed period, which 
has significantly contributed to the growth of assets in other sectors, 
which within their fixed assets own land and buildings and 
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 Growth of service sector profitability, especially in the sector of 
trade, tourism and financial services, which has significantly 
increased its assets. 

 

First degree liquidity measure (liquidity ratio or rigorous liquidity ratio) can 
be achieved by making a ratio between cash and cash equivalents and 
short term liabilities. This current liquidity indicator shows capability to 
(degree of) settle short-term liabilities.  

 

Table no. 4 – First degree liquidity measure movement trend for 
Montenegrin industry  

 2005 2006 2007 2008 2009 2010 

First degree liquidity measure for 
Montenegro 

0.09 0.14 0.17 0.13 0.09 0.10 

Industrial first degree liquidity 
measure 

0.04 0.05 0.08 0.07 0.07 0.15 

First degree liquidity measure for 
mining 

0.01 0.02 0.06 0.02 0.01 0.01 

Processing industry first degree  
liquidity measure 

0.04 0.05 0.07 0.07 0.06 0.08 

Energy sector first degree  liquidity 
measure 

0.02 0.07 0.15 0.12 0.19 0.66 

Data source: Calculation by authors based on annual balance sheets. 

 

One can draw conclusion from the table that in the observed period level of 
industrial liquidity was worse in relation to Montenegrin economy average, 
with the exception of year 2010. Looking at the industrial sectors, the 
situation is only better when we look at the energy sector, which has 
influenced significant value improvement of this indicator in 2010 on 
industrial level. Low values of this indicator show the fact that the 
Montenegrin industry faces low liquidity level, disabling adequate cash flow, 
which can lead to endangering not just investment activities, but also the 
current operations. Of course, it is logical to expect that this industrial sector 
indicator should be significantly lower than on the level of economy, having 
in mind that the liquidity level varies per sectors, according to the level of 
their respective turnover. So, the general assumption is that this indicator in 
tourism or trade sector must be on significantly higher level in relation to the 
industry. Also, one should have in mind that there are also different cash 
requirements, depending on the level of production cycling. Namely, it is a 
general assumption that sectors with high production cycling level have to 
keep higher stock levels in order to secure the necessary liquidity level in 
the periods of decreased business activity, so that the electricity production 
sector should have higher values of this indicator, which is also present in 
Montenegro. 
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In order to gain more complete industrial liquidity picture, we shall calculate 
liquidity indicators of II and III degree.  Second degree liquidity indicator 
((current assets – stocks)/short term liabilities) shows whether the company 
covers or not its short term liabilities with liquid assets and collectable 
receivables. As underlined by Matz ([17], p. 53) desired value of this ratio is 
between 1 and 1.2.  

 

Table no. 5 – Second degree liquidity measure movement trend in 
Montenegrin industry  

 2005 2006 2007 2008 2009 2010 

Second degree liquidity 
measure in Montenegro 

0.73 0.74 0.78 0.72 0.72 0.74 

Industrial second degree 
liquidity measure 

0.59 0.60 0.77 0.63 0.64 0.75 

Second degree liquidity 
measure in mining 

1.02 1.18 2.27 0.83 0.34 0.36 

Processing industry second 
degree liquidity measure 

0.42 0.45 0.60 0.49 0.39 0.48 

Energy sector second 
degree liquidity measure 

1.31 1.24 1.35 1.10 2.21 2.57 

Data source: Calculation by authors based on annual balance sheets. 
 

As can be seen from the table, the Montenegrin economy or industry are 
not capable to settle short term liabilities, from liquid assets nor from short 
term debt. The only exception in the total observed period is energy sector 
with second degree liquidity measure exceeding the critical value. 

Third degree liquidity measure or better known as general liquidity ratio can 
be achieved by making a ratio between current assets and short term 
liabilities. Critical value for this indicator is 1 and if this indicator exceeds 1 it 
shows that current assets can cover short term liabilities. Indicator value 
below 1 shows that a part of short term liabilities shall be covered by non-
current assets, which is considered to be an unfavorable indicator. 
However, it is recommended that  this ratio should be at least 1.2, and it is 
desirable if it exceeds 2 ([17], p. 54) Also, this indicator must be carefully 
analyzed on aggregate industrial level, having in mind that it also contains 
stocks, the marketability of which varies. So, for instance, if more than half 
of the current assets‘ value pertains to stocks, which are hardly marketable, 
this indicator can be misleading.  

As we can see from the table the Montenegrin economy has had value 
bigger than 1 in the observed period, showing that current assets were 
covering short term liabilities. Observed per industrial sectors this 
conclusion is valid for energy sector, which throughout the observed period 
has had higher than average value of this indicator for Montenegrin 
economy. The processing industry has had value of this ratio below one 
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throughout the observed period, while in mining this indicator exceeded 
critical value during the first three years of the observed period, when 
obviously under the influence of global financial crisis started worsening of 
the sectoral status. 

 
Table no. 6 – Third degree liquidity measure movement trend in 

Montenegrin industry 

 2005 2006 2007 2008 2009 2010 

Third degree liquidity measure in  
Montenegro 

1.03 1.06 1.09 1.05 1.04 1.07 

Industrial third degree liquidity 
measure 

0.88 0.87 1.10 0.94 0.83 0.98 

Third degree liquidity measure in 
mining 

1.57 1.56 2.47 1.38 0.46 0.47 

Processing industry third degree 
liquidity measure 

0.69 0.72 0.94 0.77 0.59 0.72 

Energy sector third degree liquidity 
measure 

1.50 1.45 1.65 1.31 2.41 2.83 

Data source: Calculation by authors based on annual balance sheets. 

 

Turnover ratio for total assets shows relationship between total revenues 
and total mobilization of resources, that is, how much of total revenue has 
been earned per each euro of mobilized resources. There is no general 
recommendation in the literature on what should be the desired value of this 
ratio, so the desired value should be searched for by comparison with the 
industrial branch value  and of the closest competitor ([24], p. 21). 
Theoretically speaking, bigger value of this indicator marks better 
performance. Movement trend for this indicator for Montenegrin economy 
and industry has been presented in the following table. 

 

Table no. 7 - Movement trend for total assets’ turnover ratio in 
Montenegrin industry 

 2005 2006 2007 2008 2009 2010 

Total assets‘ turnover ratio in 
Montenegro 

0.59 0.63 0.57 0.56 0.44 0.44 

Total industrial assets‘ turnover 
ratio 

0.36 0.43 0.45 0.44 0.32 0.34 

Total assets‘ turnover ratio in 
mining 

0.64 0.74 0.68 0.73 0.43 0.46 

Processing industry total assets‘ 
turnover ratio 

0.64 0.74 0.68 0.73 0.43 0.46 

Energy sector total assets‘ 
turnover ratio 

0.15 0.18 0.25 0.22 0.23 0.22 

Data source: Calculation by authors based on annual balance sheets. 
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Observed ratio values, both for the whole economy and for the industry can 
be evaluated as dissatisfying, because they indicate low earning potential in 
relation to the total mobilized resources. Under the influence of global 
financial crisis, worsening of this indicator is visible during 2009 and 2010, 
except for the energy sector, where the ratio was constant during the last 
four observed years. Lower value of this ratio for the industry in relation to 
average for Montenegrin economy is expected, having in mind that the 
value of this ratio is lower in capital-intensive business activities, with high 
level of non-current assets. Significant drop of this indicator during the last 
two years is worrying, because it shows, among else, also decreased 
industrial competitiveness. 

Net current assets show coverage of current assets with long term sources 
(fixed capital and long term liabilities). There is no universal value in the 
literature for this indicator, which would be considered desirable, but it is 
stressed that it depends on business activity, procurement policy, 
production and sales, company growth and development, etc. ([15], p. 474). 
Usually serious cost-effectiveness analysis is suggested, if its value is 
decreasing. Some authors recommend that this amount should be minimal, 
but up to the limit which does not endanger profitability and operations ([22], 
p. 91). However there is a consent in the literature that the desired value of 
this indicator should be positive, in order to finance operations and to cover 
short term liabilities ([20], p. 9). 

 

Table no. 8 - Net current assets of Montenegrin industry (in millions of 
euros) 

 
200

5 
200

6 
200

7 
200

8 
200

9 
201

0 

Net current assets of Montenegro 153 117 278 210 176 325 

Industrial net current assets -57 -72 53 -47 -132 -13 

Net current assets in mining 23 19 37 39 -50 -59 

Net current assets of processing 
industry 

-113 -121 -29 -123 -233 -129 

Net current assets in the energy sector 33 30 44 38 151 175 

Data source: Calculation by authors based on annual balance sheets. 

 

During the whole observed period value of this indicator for Montenegrin 
economy was positive. Speaking about industry this indicator was positive 
just in 2007, but its value fluctuation was quite varied in the observed 
sectors. Speaking about energy sector this indicator was constantly 
positive, while in the processing industry it was continuously negative. In the 
mining sector it was positive until 2008, when under the influence of 
aggravated working conditions due to crisis, decrease in this indicator‘s 
value occurred. 
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Having in mind that the previous analysis showed dissatisfying liquidity and 
earning capability of the industry, an interesting and related issue is degree 
of industrial indebtedness. As an indicator of industrial indebtedness we can 
use debt-service ratio, which is relationship of capital and total liabilities 
(capital and reserves/ (short term + long term liabilities). As pointed out by 
encyclopedia Investopedia, this ratio is used for evaluation of company 
profile risk (see [14]). Value less than 1 suggests that the company liabilities 
exceed its capital value. This indicator‘s value for Montenegrin industry and 
economy has been presented in the following table. 

 

Table no. 9 – Indebtedness trend for Montenegrin industry  

 2005 2006 2007 2008 2009 2010 

Capital to total liabilities of 
Montenegro 

1.38 1.13 0.96 0.79 0.90 0.92 

Capital to total industrial liabilities 1.28 1.21 1.27 0.94 0.92 0.87 

Capital to total liabilities in mining 0.53 0.27 0.74 0.23 0.01 0.04 

Capital to total liabilities of the 
processing industry 

0.32 0.37 0.38 0.25 0.26 0.23 

Capital to total liabilities of the 
energy sector 

4.27 4.47 5.96 3.68 3.28 3.11 

Data source: Calculation by authors based on annual balance sheets. 

 

One can see from the observed table that the indebtedness level of 
Montenegro economy exceeds the capital and reserves during the 
observed period, with the exception of year 2006 and based on that it can 
be evaluated as a very risky business activity. Speaking about industry, this 
indicator‘s value is good in energy sector, while it is unsatisfactory in the 
processing industry, especially in mining, showing high indebtedness of 
those two sectors. Having in mind very shallow Montenegrin capital market, 
the companies have focused on financing from external sources, which has 
primarily lead to growth of short term indebtedness, endangering 
operational activity by exerting additional pressure in the form of obligation 
to settle financial liabilities in the  period of economic activity „weakening―.  

As an indirect solvency indicator one can use the indicator representing the 
relationship between capital (reserves included) and non-current assets. 
Solvency indicators are important, because they show company financial 
safety, that is, they reflect long term investment risks for the company ([15], 
p. 725). However, differently from banking, where the value of solvency 
ratio (capital adequacy ratio) is strictly prescribed and subject to the strictest 
control ([16], p. 47) for non-financial sectors there is no strict control and 
solvency management has been left to companies. This indicator‘s value of 
1 suggests that non-current assets have been completely covered by the 
capital, and this is usually considered as a minimum desired value. 
Otherwise a part of non-current assets shall be covered from lower quality 
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assets (most often of shorter maturity as well). The following table shows 
movement trend for this indicator for Montenegrin economy and industry. 

 

Table no. 10 - Movement trend of ratio between capital and non-
current assets in the industry 

 2005 2006 2007 2008 2009 2010 

Capital to non-current assets 
in Montenegro 

0.80 0.76 0.70 0.63 0.68 0.69 

Capital to non-current assets 
in the industry 

0.69 0.68 0.72 0.63 0.60 0.59 

Capital to non-current assets 
in mining 

0.59 0.32 0.66 0.32 0.02 0.05 

Capital to non-current assets 
in the processing industry 

0.34 0.40 0.42 0.30 0.28 0.25 

Capital to non-current assets 
in the energy sector 

0.88 0.89 0.94 0.88 0.92 0.91 

Data source: Calculation by authors based on annual balance sheets. 

 

This indicator‘s value can be evaluated as unsatisfying both for the 
Montenegrin economy and for the industry, bearing in mind that it is 
continuously below 1. Observing the industry per sectors the situation is 
much more beneficial in the energy field, while in mining in the last two 
years it is extremely unfavorable with present critical level of under-
capitalization. Also, when speaking about processing industry the situation 
is very bad. 

 

Having in mind that the previous analysis showed that the situation pretty 
differs in certain industrial branches, recommendations for status 
improvement shall be given separately per industrial production sectors. 

Energy sector – In the next period electricity shall be one of strategic 
resources. Energy sector development is a precondition of sustainable 
economic growth, with big influence on the political stability, safety and 
national sovereignty ([6], p. 162). Balance indicators‘ analysis showed that 
the energy sector has been profitable in the last two years. Since 2006 
constant growth of assets is present, and the liquidity is significantly above 
the average of both industry and the whole Montenegrin economy, and has 
significantly improved in the last two years. Simultaneously, the energy 
sector is not highly indebted, but on the contrary has significant deposits. 
Somewhat lower turnover ratio is not something that should be worrying, 
having in mind that the energy sector represents capital intensive business 

4. RECOMMENDATIONS FOR STATUS IMPROVEMENT  
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activity. The energy sector has high amount of working assets, for instance, 
in 2010 more than half of the net working assets of the total Montenegrin 
economy. The movement trend in the relationship of capital to non-current 
assets seeks improvement, but this is also significantly above the average 
for the Montenegrin economy. These indicators suggest that energy sector 
does not have unhealthy balance structure, and that improvements are not 
necessary in the financing domain. 

Montenegro is a big importer of electricity, and it also has significant unused 
energy potentials. Therefore, the key direction of status improvement 
should pertain to new capacities‘ building, because development needs of 
the economy and population needs for energy are growing, and  production 
is insufficient, so increase in production and improvement of energy balance 
are the key strategic development goals. Especially if one takes into 
consideration that the energy sector is strong economic growth engine and 
that it has multiplication effects on the other business activities, like metal 
industry, civil engineering industry, ecology, tourism. 

Primary direction should pertain to building new capacities in renewable 
energy sources domain. Especially, hydro-potentials should be utilized, 
having in mind big differences in elevation, torrential regime of waters and 
narrow and deep canyons, suitable for construction of dams. Reactivated 
construction of 4 hydro power plants in Moraĉa, power of 238 megawatts 
should become priority. This is an economically profitable project, but it 
requires significant financial funds. The state should enter as a partner in 
this project‘s implementation with some of renowned global producers. 
Significant coal deposits represent potential for construction of new block of 
TPP Pljevlja. 
There is a certain potential also in using alternative energy sources (there is 
good potential for exploiting wind energy alongside the Adriatic sea, as well 
as in certain inland locations; with 2000 – 2500 hours of sunshine annually 
Montenegrin coastline has good potential for exploiting solar energy) which 
should be used, but the scope of production that could be effected is 
significantly lower than in hydro-potential. Also, it should be considered 
linking issuing of construction permits to partial solar energy utilization (at 
least in the coastal area) and to construction of energy efficient facilities. 

However, new capacity building must be preceded by electricity grid 
revitalization, because due to transport system obsolescence high share of 
losses during the transport occur, reaching up to 30%. The grid is especially 
worn out and verging technical capacities in the north, and in certain rural 
central parts.  

The whole energy chain, starting from production, through transport and 
distribution, to end consumption is characterized by low energy efficiency 
degree. Two sectors, which are the biggest energy consumers, industry 
(especially two companies of non-ferrous and ferrous metallurgy) and 
household sector, are characterized by huge irrationalities in energy 
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spending. Energy efficiency improvement is also an important issue for 
decreasing import dependency. 

Processing industry – The processing industry has operated with loss 
throughout the observed period, except in 2006. On the other hand 
processing industry assets has grown in the observed period, but per rates 
significantly lower than the average for Montenegrin economy. Also, 
balance indicators show that the processing industry has liquidity problem. 
All three observed liquidity indicators were worse compared both to the 
industrial average and to the economic average. Net current assets are 
negative, the balance indicators pointing out to the processing industry‘s 
high level of indebtedness, as well as to the low coverage of non-current 
assets by the capital. Having in mind that by far the biggest share in the 
processing industry is occupied by metal industry, in continuation the accent 
shall be placed on recommendations for this sector. 

Evident problems failed to be resolved by privatizations, and the global 
economic crisis has just worsened the situation. „The burning― issue of the 
processing industry is securing current assets, as well as resolving the 
issue of over-indebtedness. Having in mind that government guarantees 
have been activated for the two biggest companies (APP and Iron and Steel 
Works), securing new financial funds is improbable. Iron and Steel Works is 
currently in bankruptcy and is searching for a new strategic partner, while 
the Government has passed a decision to terminate the previous APP 
Sales Contract. Having in mind that both companies have problem of 
outdated equipment, surplus of workers, bad debts, rising losses and bad 
management, IMF‘s evaluation seems completely realistic that talking about 
„metal industry― the existing production level is unsustainable in the long run 
([13], p. 8). 

Aluminum Plant is a set of interrelated production units, linked into one 
company. However, by closing Alumina Plant, the need for operations of 
Bauxite mine ceased (speaking about APP), then by suspension of works in 
the Processing Plant, Aluminum Cables  Plant and of Forge Shop, APP has 
been brought down to just primary aluminum production with electrolysis  
and foundry works, as the only two remaining functional plants ([4], p. 18-
19). However, having in mind high production costs, low aluminum prices 
on the global market, production of the most basic products, redundant 
labor, outdated equipment, over-indebtedness and accumulation of debts, it 
is an open dilemma whether APP has a long term perspective. In order for 
APP to survive, it is necessary to secure new strategic partner, electricity at 
subsidized price (or to enable the owner construction of new thermal power 
plant block in Pljevlja), resolve surplus of workers, procure new equipment 
and assume debts (estimated at around 350 million euros). Having all this in 
mind, it is clear that if the new reputable strategic partner is not found, APP 
should be gradually closed. APP does not represent a macroeconomic 
issue, because Economic Faculty study (see [7]) has clearly presented that 
APP has small impact on GDP creation, as well as on balance of payments. 
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Basically APP is a social issue due to surplus workers, an ecological one 
due to the need for environmental remedy, as well as a fiscal one due to 
high amount of issued guarantees.  

Due to record losses made in the last two years and impossibility of owners 
to pay debts, by mid-April 2011 Iron and Steel Works went bankrupt. A part 
of the Iron and Steel Works equipment has been modernized, using credit 
for which the Government guarantee has been issued, but significant 
equipment investment is still needed. Iron and Steel Works‘s chance is in 
equipment modernization, which would enable production of high class alloy 
steel. In this moment the future of Iron and Steel Works shall depend on 
interest of the potential strategic partner to buy this company. The first 
auction tender failed, the dilemma remains whether in the next, which shall 
be at a lower price, there shall be interested parties. 

Food processing industry consists of small producers, which relatively 
successfully survive in the market. For future development of this industrial 
branch it is important to secure beneficial credits for expanding scope of 
business activity, as well as state assistance in acquiring international 
quality standards that would enable bigger exports. As a framework for food 
processing industry development it would be important to revitalize 
agriculture, because otherwise the industry shall depend on imported raw 
materials. 

Mining - With the exception of 2007 throughout the whole observed period 
mining operated with a loss. Most of the balance indicators show that the 
mining sector has suffered much from global financial crisis, and it didn‘t 
recuperate to this day. This is the most obvious in movement trend for 
assets, which grew conclusive with the year 2008, in order to start 
drastically decreasing, so that in 2010 it was 30% less than in 2008. Mining 
is illiquid and all liquidity indicators are significantly below the average for 
Montenegrin economy and below the industrial average. The situation is 
additionally aggravated by the fact that net current assets are negative, as 
well as the fact that mining is over-indebted, that is, seriously 
undercapitalized. Namely, the capital covers just 5% of non-current assets. 

These indicators suggest that priority direction of activities must pertain to 
resolving financial situation. The mining sector needs debts‘ restructuring, 
that is, approving credits at more favorable conditions. This won‘t be a 
simple task, having in mind that the banking system is not interested for 
over-indebted companies, under mortgage, with chronic loss. Solution can 
be searched in international loans. However, these loans can carry potential 
risk, having in mind that they would request government guarantees, which 
could additionally burden growing public debt. Therefore the key direction 
should be in search for strategic partners, who would bring in new capital. 

Montenegro has significant ore potential especially in bauxite ore and 
significant coal deposits. However, the companies from these business 
activities need equipment modernization, decrease of redundant labor, as 
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well as improvements in management, which in this moment can be 
resolved just by a „serious― strategic partner.  

 

During the last decade Montenegrin industry faced serious difficulties and 
constant decrease of share in GDP creation. One gains impression that in 
the previous period industry has been neglected and that Montenegro has 
unjustifiably turned itself just towards the service sector. 

During the work empirical analysis has been implemented of industry 
operations based on data received by processing annual balance sheets. 
Balance Sheets and Income Statements have been compiled for all three 
industrial sectors, as well as for the whole industry. Based on acquired 
balances, certain balance indicators have been calculated, which have 
been used as status indicators. 

The analysis showed that the industry, as a whole, throughout the whole 
observed period has operated with loss. Also, despite the constant growth 
of assets, share of industrial assets in Montenegrin economy assets has 
halved in the observed period. Capitalization and liquidity levels are 
unsatisfying, except in the energy sector. 

Characteristics of the processing industry and of mining are operations with 
loss, insolvency, high indebtedness and lack of current assets. The situation 
is somewhat more beneficial in the energy sector, which in the last two 
years operates with profit, has constant growth of assets, is not indebted 
and has significant current assets. 

The work also gives recommendations for status improvement. The key 
action directions, speaking about energy sector pertain to building new 
capacities, revitalization of the transfer grid and increasing energy 
efficiency.  

Speaking about processing industry the work suggests that if it would not be 
possible to find strategic partners, gradual closing of the metal industry 
should ensue, because otherwise the existing two key companies have 
meager chances for market survival, because the state doesn‘t have funds 
for covering their losses, i.e. subsidizing their operations. The accent should 
be put on food processing industry, as well as on alcoholic and non-
alcoholic beverages industry. 

In case of mining, restructuring of debts is suggested, as well as active 
search for strategic partners. Montenegro has significant bauxite and coal 
resources, and this potential should be exploited. 

 

5. CONCLUDING OBSERVATIONS  
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Annex 
Balance Sheet of the Mining Industry (in euros) 
 2005 2006 2007 2008 2009 2010 

ASSETS       

I NON-CURRENT ASSETS 93,998,061 109,620,249  115,050,540  200,237,734  183,473,926  187,117,501  

1. Unpaid subscribed capital 1,340 0  30  1,428,858  17,094  2,991,907  

2. Intangible property  211,958 21,877,986  20,863,273  20,511,561  20,884,605  22,134,727  

3. Property, plants and equipment  83,591,246 81,810,745  93,191,996  175,526,922  130,628,514  134,118,731  

4. Non-current assets intended for 
sale 0 0  0  0  30,988,837  27,171,557  

5. Long term debts  5,688,485 5,712,200  306,236  1,887,352  312,596  248,751  

6. Long term financial investments  4,332,103 12,856  561,984  474,404  117,762  11,833  

7. Deferred taxes  172,929 206,462  127,021  408,637  524,518  439,995  

II CURRENT ASSETS 64,327,879 54,237,098  62,765,521  142,667,968  41,962,948  51,612,956  

8. Stocks 22,772,895 13,231,737  5,122,969  56,648,030  11,046,741  11,724,176  

9. Accounts receivables 37,935,191 37,638,870  42,354,938  67,080,423  20,538,327  35,055,041  

10.Short-term financial investments 2,708,585 1,888,442  1,916,889  4,232,409  2,872,543  1,318,365  

11. Cash and cash equivalents  557,530 665,214  1,528,673  1,702,379  774,649  1,129,044  

12. Charges prepaid 172,102 248,584  11,383,219  8,348,143  5,766,098  1,780,558  

13. Calculated outstanding revenue  172,830 206,719  435,026  4,164,612  373,479  307,343  

14. Other current assets 8,746 357,532  23,807  491,972  591,111  298,429  

III TOTAL ASSETS 158,325,940 163,857,347  177,816,061  342,905,702  225,436,874  238,730,457  

LIABILITIES       

IV CAPITAL AND RESERVES 55,040,513 34,591,834  75,832,807  63,911,543  3,327,250  -9,855,677  

15. Subscribed capital 79,778,052 77,996,856  62,831,457  88,942,649  86,367,510  90,040,668  

16. Issue premium  0 221,900  0  0  0  0  

17. Revaluation reserve  15,807,061 16,020,161  20,839,310  51,712,849  45,783,427  44,362,045  

18. Other reserves 545,518 567,938  62,762  522,453  560,893  579,938  

19. Accumulated profit/ loss -41,090,118 -61,528,691  -7,902,561  -77,266,408  -129,384,580  -144,838,328  

20. Minority interest 0 1,313,670  1,839  0  0  0  

V LONG TERM LIABILITIES 62,420,634 94,581,967  76,597,892  175,299,465  130,133,531  137,608,296  

21. Long term liabilities 32,687,190 37,579,035  51,905,629  125,672,396  76,363,281  84,771,008  

22. Deferred taxes 97,612 10,531  6,053  103,442  1,163,478  948,863  

23. Long term reserves 19,882,661 22,962,053  589  21,112,173  24,507,974  29,716,056  

24. Other long term liabilities 9,747,149 26,284,952  24,669,893  28,290,726  28,098,798  22,172,369  

25. Deferred revenues 6,022 7,745,396  15,728  120,728  0  0  

VI SHORT TERM LIABILITIES 40,864,793 34,683,546  25,385,362  103,694,694  91,976,093  110,977,838  

26. Short term liabilities from 
operations  25,480,444 20,178,873  9,079,106  45,745,768  45,240,768  52,662,518  

27. Short term financial liabilities 6,814,567 3,784,789  3,749,257  21,452,536  11,164,217  15,714,076  

28.Current  part of long-term credits  0 62,735  1,544,721  2,177,154  9,994,841  12,467,746  

29. Liabilities for taxes 7,291,376 10,447,801  10,607,120  22,686,657  12,090,695  21,625,368  

30. Liabilities for dividends 0 0  0  0  0  0  

31. Short-term reserves 0 15,138  0  0  22,820  14,220  

32. Calculated liabilities 1,278,406 194,210  405,158  11,632,579  13,462,752  8,493,910  

VII TOTAL LIABILITIES 158,325,940 163,857,347  177,816,061  342,905,702  225,436,874  238,730,457  
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Mining Industry Income Statement (in euros) 

 2005 2006 2007 2008 2009 2010 

1. Revenue 63,278,330 65,712,176 37,506,241 120,610,106 84,297,237 106,498,807 

2. Other business profits 4,315,993 2,301,117 6,563,796 35,180,543 48,023,547 24,608,528 

3. Work performed and capitalized by the 
company for its own  purposes 

117,420 1,074 0 199,155 404 0 

4. Changes in stocks of  finished products 
and work in process 

-1,889,705 256,448 1,362,633 -4,100,574 -4,544,181 -1,156,250 

5. Raw materials used during the  period 
(for trading companies 

-23,123,382 -23,478,575 -12,697,061 -64,202,631 -40,964,538 -47,137,116 
goods purchased and  operating supplies 
during the period) 

6. Costs of  employees -29,079,572 -33,113,095 -15,735,805 -42,010,752 -41,686,344 -35,389,312 

7. Depreciation -7,149,586 -7,670,360 -4,872,503 -11,436,832 -8,472,483 -11,631,187 

8. Decrease  in value of property, plants 
and equipment 

0 -4,500 0 -424,667 -319,828 -8,674 

9. Other operating expenses -16,361,836 -19,216,024 -12,863,005 -39,059,035 -72,354,397 -36,049,026 

I PROFIT/LOSS FROM OPERATING 
ACTIVITIES 

-9,892,338 -15,211,739 -735,704 -5,244,687 -36,020,583 -264,230 

10. Net financial cost 2,621,246 391,510 1,295,961 -4,909,946 -8,237,571 -9,480,973 

11. Share in profit of  associated legal 
entities 

0 0 -443 0 0 0 

12. Profit tax -127,843 56,869 -152,590 -260,354 -578,462 -573,198 

13. Net profit/loss from discontinued 
operations 

-620 -3,477 -11,050 0 -122,350 -88,940 

II NET PROFIT/LOSS FOR THE 
ACCOUNTING 
PERIOD 

-7,399,555 -14,766,837 396,174 -10,414,987 -44,958,966 -10,407,341 
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Processing Industry Balance Sheet (in euros) 

 2005 2006 2007 2008 2009 2010 

ASSETS       

I NON-CURRENT ASSETS 610,141,903  643,809,593  796,470,089  838,231,331  933,188,458  942,782,072  

1. Unpaid subscribed capital 3,505,182  2,300,594  7,663,244  9,141,680  1,710,004  9,962,197  

2. Intangible property 44,595,784  30,250,744  57,268,183  20,843,570  24,558,731  24,804,680  

3. Property, plants and equipment  524,097,407  581,327,391  697,551,016  719,034,653  823,411,239  812,239,524  

4. Non-current assets intended for sale 6,238,073  5,304,289  6,870,440  16,818,196  12,986,568  11,549,717  

5. Long term debts 2,038,999  1,380,326  1,293,051  4,793,030  6,810,273  10,557,031  

6. Long term financial investments 29,616,524  22,770,365  24,174,224  67,031,447  61,342,757  71,447,936  

7. Deferred taxes 49,934  475,884  1,649,931  568,755  2,368,886  2,220,987  

II CURRENT ASSETS 247,960,831  315,009,382  421,181,294  421,835,311  336,521,714  338,020,479  

8. Stocks 97,079,326  117,203,704  151,583,295  152,819,085  112,661,127  115,353,178  

9. Accounts receivables 108,419,423  133,816,354  175,126,311  168,705,028  144,601,079  141,164,870  

10.Short-term financial investments 5,735,106  6,785,130  29,052,509  13,580,641  9,950,988  12,823,903  

11. Cash and cash equivalents  14,975,218  23,841,310  29,981,908  36,631,557  33,647,978  37,913,122  

12. Charges prepaid 11,754,264  20,539,442  11,963,605  29,261,881  27,666,726  22,162,963  

13. Calculated outstanding revenue 8,141,163  9,941,944  20,116,161  16,265,303  4,064,354  3,632,705  

14. Other current assets 1,856,331  2,881,498  3,357,505  4,571,816  3,929,462  4,969,738  

III TOTAL ASSETS 858,102,734  958,818,975  1,217,651,383  1,260,066,642  1,269,710,172  1,280,802,551  

LIABILITIES 0  0  0  0  0  0  

IV CAPITAL AND RESERVES 205,749,006  257,073,470  335,958,875  250,438,462  264,200,530  238,012,316  

15. Subscribed capital 555,246,647  582,482,011  575,579,329  596,645,354  582,586,444  590,987,865  

16. Issue premium 1,298,732  3,469,339  1,180,965  1,701,961  19,828,860  19,675,811  

17. Revaluation reserve 50,591,947  80,653,394  130,022,979  134,351,329  253,097,082  241,208,494  

18. Other reserves 7,285,407  11,548,354  9,151,510  6,343,947  10,328,483  11,470,729  

19. Accumulated profit/ loss -407,513,641  -421,089,603  -380,627,033  -490,172,090  -600,659,839  -625,847,906  

20. Minority interest -1,160,086  9,975  651,125  1,567,961  -980,500  517,323  

V LONG TERM LIABILITIES 291,524,515  265,511,156  431,943,288  464,114,804  435,825,983  575,650,152  

21. Long term liabilities 126,457,813  178,544,692  324,140,308  288,802,319  249,969,142  445,501,096  

22. Deferred taxes 1,720,169  1,213,914  6,139,183  6,988,048  17,384,641  16,069,618  

23. Long term reserves 482,353  78,147,263  83,977,285  81,472,253  77,458,984  80,860,428  

24. Other long term liabilities 161,987,975  3,449,833  3,605,223  85,012,732  6,938,450  9,351,424  

25. Deferred revenues 876,205  4,155,454  14,081,289  1,839,452  84,074,766  23,867,586  

VI SHORT TERM LIABILITIES 360,829,213  436,234,349  449,749,220  545,513,376  569,683,659  467,140,083  

26. Short term liabilities from operations 252,165,349  281,564,922  260,824,494  337,119,615  316,462,444  306,044,547  

27. Short term financial liabilities 36,793,943  68,447,653  97,644,881  86,592,618  55,154,514  48,470,653  

28.Current part of long-term credits  4,830,435  2,996,294  6,875,037  47,135,258  112,946,168  25,519,816  

29. Liabilities for taxes 48,443,760  58,274,293  54,885,292  58,512,828  55,135,228  57,552,633  

30. Liabilities for dividends 134,161  1,552,429  171,681  3,756,299  4,133,602  2,048,287  

31. Short-term reserves 132,518  258,788  405,536  517,767  758,069  880,190  

32. Calculated liabilities 18,329,047  23,139,970  28,942,299  11,878,991  25,093,634  26,623,957  

VII TOTAL LIABILITIES 858,102,734  958,818,975  1,217,651,383  1,260,066,642  1,269,710,172  1,280,802,551  
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Processing Industry Income Statement (in euros) 

 2005 2006 2007 2008 2009 2010 

1. Revenue 551,364,717 711,821,294 829,772,738 919,751,814 544,342,055 592,990,707 

2. Other operating profits 38,947,424 31,936,689 31,807,387 83,990,663 55,721,724 126,537,496 

3. Work performed and capitalized by 
the company for its own purposes 

8,967,354 7,909,646 2,041,067 2,589,426 2,804,719 1,866,599 

4. Changes in stocks of finished 
products and work in process 

1,877,386 4,613,423 9,242,133 807,016 -15,374,220 -1,448,352 

5. Raw materials used during the  
period (for trading companies goods 
purchased and operating supplies 
during the period) 

-390,184,574 -469,709,143 -598,092,323 -693,045,978 -366,839,872 -401,914,837 

6. Costs of  employees -107,549,643 -112,561,985 -141,239,565 -151,564,299 -138,584,378 -128,098,734 

7. Depreciation -41,314,371 -53,767,433 -52,902,502 -43,864,175 -40,637,193 -52,723,566 

8. Decrease  in value of property, plants 
and equipment 

-2,986,445 -5,367,892 -9,588,359 -25,311,597 -31,174,963 -12,486,641 

9. Other operating expenses -125,522,601 -98,122,468 -117,415,875 -139,959,141 -106,086,822 -96,872,680 

I PROFIT/LOSS FROM OPERATING 
ACTIVITIES 

-66,400,753 16,752,131 -46,375,299 -46,606,271 -95,828,950 27,849,992 

10. Net financial cost -27,153,269 -8,256,765 -10,062,285 -23,968,495 -14,912,606 -45,169,310 

11. Share in profit of associated legal 
entities 

-13,435 -18,499 33,562 -1,495,056 -100,415 -144,551 

12. Profit tax -921,975 37,281 -1,870,837 -15,740,920 -2,211,526 -2,211,939 

13. Net profit/loss from discontinued 
operations 

-79,394,218 -3,381,173 -120,186 37,999 -35,354 11,042 

II NET PROFIT/LOSS FOR THE 
ACCOUNTING PERIOD 

-173,883,650 5,132,975 -58,395,045 -87,772,743 -113,088,851 -19,664,766 
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Balance Sheet for Production of Electricity, Gas and Water (in euros) 

  2005 2006 2007 2008 2009 2010 

ASSETS       

I NON-CURRENT ASSETS 1,145,175,767  1,103,465,018  1,123,354,045  1,374,506,989  1,293,737,436  1,360,379,058  

1. Unpaid subscribed capital 0  0  0  143,681  20  28  

2. Intangible property 798,242  1,108,899  5,789,472  12,670,460  10,632,689  11,149,027  

3. Property, plants and 
equipment 1,112,199,150  1,087,376,226  1,097,991,120  1,342,497,734  1,266,776,771  1,312,650,903  

4. Non-current assets intended 
for sales 0  0  3,012,890  0  4,639,348  4,183,070  

5. Long term debts 20,263,561  12,573  110,443  4,060,324  10,091,660  30,644,108  

6. Long term financial 
investments 5,087,168  5,446,863  3,800,001  12,462,196  1,513,190  1,544,774  

7. Deferred taxes 6,827,646  9,520,457  12,650,119  2,672,594  83,758  207,148  

II CURRENT ASSETS 97,419,824  95,807,848  113,227,016  161,161,318  258,455,424  271,254,919  

8. Stocks 12,344,715  13,783,860  20,146,547  26,322,390  21,872,472  25,073,137  

9. Accounts receivables 17,445,207  76,788,789  78,931,074  115,472,801  121,307,463  129,271,294  

10.Short-term financial 
investments 2,107,300  39,686  3,367,772  1,803,809  91,977,023  52,148,017  

11. Cash and cash equivalents 1,595,960  4,629,525  10,543,202  15,164,815  20,644,251  63,435,042  

12. Charges prepaid 63,687,585  123,953  161,766  1,379,308  927,418  220,721  

13. Calculated outstanding 
revenue 121,165  226,112  59,607  921,057  1,553,183  1,001,036  

14. Other current assets 117,892  215,923  17,048  97,138  173,614  105,672  

III TOTAL ASSETS 1,242,595,591  1,199,272,866  1,236,581,061  1,535,668,307  1,552,192,860  1,631,633,977  

LIABILITIES       

IV CAPITAL AND RESERVES 1,006,878,655  980,187,001  1,059,001,100  1,207,874,663  1,189,342,268  1,234,573,691  

15. Subscribed capital 972,105,467  967,511,315  1,066,989,361  1,198,372,745  1,162,714,825  1,176,534,122  

16. Issue premium 1,709,810  0  0  520,000  9,133,641  9,133,641  

17. Revaluation reserve 63,726,540  64,417,231  57,163,015  92,557,283  94,280,287  279,688,180  

18. Other reserves 333,162  508,602  529,378  2,452,482  2,471,964  2,522,200  

19. Accumulated profit/ loss -30,996,324  -52,250,147  -65,680,654  -86,079,467  -78,125,617  -232,158,331  

20. Minority interest 0  0  0  51,620  -1,132,832  -1,146,121  

V LONG TERM LIABILITIES 170,901,311  152,878,012  108,776,280  204,792,679  255,659,009  301,140,891  

21. Long term liabilities 141,173,042  120,177,466  34,163,304  69,326,374  81,615,934  102,375,646  

22. Deferred taxes 28,595,673  31,952,258  34,461,830  21,253,139  18,483,285  30,093,022  

23. Long term reserves 300,000  244,810  1,166,793  7,724,018  19,073,103  23,891,015  

24. Other long term liabilities 184,722  41,803  650,451  1,234,976  2,159,163  1,842,611  

25. Deferred revenues 647,874  461,675  38,333,902  105,254,172  134,327,524  142,938,597  

VI SHORT TERM LIABILITIES 64,815,625  66,207,853  68,803,681  123,000,965  107,191,583  95,919,395  

26. Short term liabilities from 
operations 52,598,883  56,428,462  49,635,082  94,713,966  79,369,547  71,372,083  

27. Short term financial 
liabilities 8,615,416  7,479,689  2,483,486  3,238,042  10,922,381  6,631,627  

28.Current part of  long-term 
credits 568,556  0  221,491  1,806,759  1,583,629  2,881,924  

29. Liabilities for taxes 984,770  894,478  16,186,262  22,021,207  2,085,346  3,889,171  

30. Liabilities for dividends 0  0  0  45,060  2,667,150  4,475,224  

31. Short-term reserves 0  114,087  0  0  1,489,061  1,606,527  

32. Calculated liabilities 2,048,000  1,291,137  277,360  1,175,931  9,074,469  5,062,839  

VII TOTAL LIABILITIES 1,242,595,591  1,199,272,866  1,236,581,061  1,535,668,307  1,552,192,860  1,631,633,977  
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Income Statement for Production of Electricity, Gas and Water (in euros) 

 2005 2006 2007 2008 2009 2010 

1. Revenue 188,445,628 213,710,654 312,624,704 342,463,808 361,698,778 362,963,191 

2. Other operating profits 18,672,842 15,321,352 11,114,778 7,283,402 6,812,775 14,707,199 

3. Work performed and capitalized by 
the  company for its own  purposes 

0 0 1,101,054 456,255 22,252 269,640 

4. Changes in stocks of finished 
products and work in process 

0 0 0 0 2,717,639 1,711,141 

5. Raw materials used during the  
period (for trading companies goods 
purchased and  operating supplies 
during the period) 

-134,292,635 -161,549,209 -171,970,523 -191,248,487 -137,117,314 -148,128,564 

6. Costs of  employees -47,395,163 -49,135,982 -63,540,369 -74,577,835 -75,674,460 -79,341,196 

7. Depreciation -40,916,581 -40,107,733 -41,372,627 -43,468,311 -49,999,460 -52,083,440 

8. Decrease in value of property, 
plants and equipment 

0 0 -1,454,218 -149,643 -481 -4,683 

9. Other operating expenses -11,717,499 -9,103,854 -53,600,071 -58,315,389 -103,515,663 -89,036,300 

I PROFIT/LOSS FROM OPERATING 
ACTIVITIES 

-27,203,408 -30,864,772 -7,097,272 -17,556,200 4,944,066 11,056,988 

10. Net financial cost -2,502,979 7,611,325 -1,309,557 -506,233 1,145,180 6,709,796 

11. Share in profit of associated legal 
entities 

0 4,022 0 0 0 0 

12. Profit tax -25,180 -57,171 -59,457 -437,635 -595,666 232,532 

13. Net profit/loss from discontinued 
operations 

0 0 -763 -5,010 -2,083,613 0 

II NET PROFIT/LOSS FOR THE 
ACCOUNTING 
PERIOD 

-29,731,567 -23,306,596 -8,467,049 -18,505,078 3,409,967 17,999,316 
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Industry Balance Sheet (in euros) 
 2005 2006 2007 2008 2009 2010 

ASSETS       

I NON-CURRENT ASSETS 1,849,315,731  1,856,894,860 2,034,874,674 2,412,976,054 2,410,399,820 2,490,278,631 

1. Unpaid subscribed capital 3,506,522  2,300,594 7,663,274 10,714,219 1,727,118 12,954,132 

2. Intangible property 45,605,984  53,237,629 83,920,928 54,025,591 56,076,025 58,088,434 

3. Property, plants and equipment 1,719,887,803  1,750,514,362 1,888,734,132 2,237,059,309 2,220,816,524 2,259,009,158 

4. Non-current assets intended for 
sale 6,238,073 5,304,289 9,883,330 16,818,196 48,614,753 42,904,344 

5. Long term debts 27,991,045  7,105,099 1,709,730 10,740,706 17,214,529 41,449,890 

6. Long term financial investments 39,035,795  28,230,084 28,536,209 79,968,047 62,973,709 73,004,543 

7. Deferred taxes 7,050,509  10,202,803 14,427,071 3,649,986 2,977,162 2,868,130 

II CURRENT ASSETS 409,708,534  465,054,328 597,173,831 725,664,597 636,940,086 660,888,354 

8. Stocks 132,196,936  144,219,301 176,852,811 235,789,505 145,580,340 152,150,491 

9. Accounts receivables 163,799,821  248,244,013 296,412,323 351,258,252 286,446,869 305,491,205 

10.Short-term financial 
investments 10,550,991  8,713,258 34,337,170 19,616,859 104,800,554 66,290,285 

11. Cash and cash equivalents 17,128,708  29,136,049 42,053,783 53,498,751 55,066,878 102,477,208 

12. Charges prepaid 75,613,951  20,911,979 23,508,590 38,989,332 34,360,242 24,164,242 

13. Calculated outstanding 
revenue 8,435,158  10,374,775 20,610,794 21,350,972 5,991,016 4,941,084 

14. Other current assets 1,982,969  3,454,953 3,398,360 5,160,926 4,694,187 5,373,839 

III TOTAL ASSETS 2,259,024,265  2,321,949,188 2,632,048,505 3,138,640,651 3,047,339,906 3,151,166,985 

LIABILITIES       

IV CAPITAL AND RESERVES 1,267,668,174  1,271,852,305 1,470,792,782 1,522,224,668 1,456,870,048 1,462,730,330 

15. Subscribed capital 1,607,130,166  1,627,990,182 1,705,400,147 1,883,960,748 1,831,668,779 1,857,562,655 

16. Issue premium 3,008,542 3,691,239 1,180,965 2,221,961 28,962,501 28,809,452 

17. Revaluation reserve 130,125,548  161,090,786 208,025,304 278,621,461 393,160,796 565,258,719 

18. Other reserves 8,164,087  12,624,894 9,743,650 9,318,882 13,361,340 14,572,867 

19. Accumulated profit/ loss -479,600,083  -534,868,441 -454,210,248 -653,517,965 -808,170,036 
-

1,002,844,565 

20. Minority interest -1160086  1,323,645 652,964 1,619,581 -2,113,332 -628,798 

V LONG TERM LIABILITIES 524,846,460  512,971,135 617,317,460 844,206,948 821,618,523 1,014,399,339 

21. Long term liabilities 300,318,045  336,301,193 410,209,241 483,801,089 407,948,357 632,647,750 

22. Deferred taxes 30,413,454  33,176,703 40,607,066 28,344,629 37,031,404 47,111,503 

23. Long term reserves 20,665,014  101,354,126 85,144,667 110,308,444 121,040,061 134,467,499 

24. Other long term liabilities 171,919,846  29,776,588 28,925,567 114,538,434 37,196,411 33,366,404 

25. Deferred revenues 1,530,101  12,362,525 52,430,919 107,214,352 218,402,290 166,806,183 

VI SHORT TERM LIABILITIES 466,509,631  537,125,748 543,938,263 772,209,035 768,851,335 674,037,316 

26. Short term liabilities from 
operations 330,244,676  358,172,257 319,538,682 477,579,349 441,072,759 430,079,148 

27. Short term financial liabilities 52,223,926  79,712,131 103,877,624 111,283,196 77,241,112 70,816,356 

28.Current part of the long-term 
credits 5,398,991 3,059,029 8,641,249 51,119,171 124,524,638 40,869,486 

29. Liabilities for taxes 56,719,906  69,616,572 81,678,674 103,220,692 69,311,269 83,067,172 

30. Liabilities for dividends 134,161 1,552,429 171,681 3,801,359 6,800,752 6,523,511 

31. Short-term reserves 132,518 388,013 405,536 517,767 2,269,950 2,500,937 

32. Calculated liabilities 21,655,453  24,625,317 29,624,817 24,687,501 47,630,855 40,180,706 

VII TOTAL LIABILITIES 2,259,024,265  2,321,949,188 2,632,048,505 3,138,640,651 3,047,339,906 3,151,166,985 
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Industry Income Statement (in euros) 
POSITION 2005 2006 2007 2008 2009 2010 

1. Revenue 803,088,675 991,244,124 1,179,903,683 1,382,825,728 990,338,070 1,062,452,705 

2. Other operating profits 61,936,259 49,559,158 49,485,961 126,454,608 110,558,046 165,853,223 

3. Work performed and capitalized by the 
company for its own  purposes 

9,084,774 7,910,720 3,142,121 3,244,836 2,827,375 2,136,239 

4. Changes in stocks of finished products 
and work in process 

-12,319 4,869,871 10,604,766 -3,293,558 -17,200,762 -893,461 

5. Raw materials used during the  period 
(for trading companies goods purchased 
and operating supplies during the period) 

-547,600,591 -654,736,927 -782,759,907 -948,497,096 -544,921,724 -597,180,517 

6. Costs of  employees -184,024,378 -194,811,062 -220,515,739 -268,152,886 -255,945,182 -242,829,242 

7. Depreciation -89,380,538 -101,545,526 -99,147,632 -98,769,318 -99,109,136 -116,438,193 

8. Decrease in value of property, plants and 
equipment 

-2,986,445 -5,372,392 -11,042,577 -25,885,907 -31,495,272 -12,499,998 

9. Other operating expenses -153,601,936 -126,442,346 -183,878,951 -237,333,565 -281,956,882 -221,958,006 

I PROFIT/LOSS FROM OPERATING 
ACTIVITIES 

-103,496,499 -29,324,380 -54,208,275 -69,407,158 -126,905,467 38,642,750 

10. Net financial cost -27,035,002 -253,930 -10,075,881 -29,384,674 -22,004,997 -47,940,487 

11. Share in profit of associated legal 
entities 

-13,435 -14,477 33,119 -1,495,056 -100,415 -144,551 

12. Profit tax -1,074,998 36,979 -2,082,884 -16,438,909 -3,385,654 -2,552,605 

13. Net profit/loss from discontinued 
operations 

-79,394,838 -3,384,650 -131,999 32,989 -2,241,317 -77,898 

II NET PROFIT/LOSS FOR THE 
ACCOUNTING 
PERIOD 

-211,014,772 -32,940,458 -66,465,920 -116,692,808 -154,637,850 -12,072,791 

 
 

 

 


