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Ericsson Nikola Tesla Group 
Zagreb, April 27, 2023 

Management Report on the Company and Ericsson Nikola Tesla Group business 
performance with comments on the financial results for Q1 2023 

 
Highlights: 
• Sales revenue: EUR 69.4 million 

• Gross margin: 16.6% 

• Operating profit: EUR 9.5 million 

• Profit before tax: EUR 9.5 million 

• Net profit: EUR 7.8 million 

• Cash flow from operating activities: EUR -7.1 million 
 
Gordana Kovačević, the President of Ericsson Nikola Tesla, commented:  

“In Q1 2023, despite a complex macroeconomic situation, Ericsson Nikola Tesla Group's business results show 
a continuation of stable business performance. Sales revenue recorded a slight decrease compared to Q1 2022 
and amounted to EUR 69.4 million. The delivery of services to Ericsson has been continuously growing and has 
offset lower sales revenue in the domestic and export markets caused by reduced operators’ capital 
investments. 

The domestic market was marked by the continuation of cooperation with the leading operators on the 
modernization of telecom networks, with an emphasis on the build of 5G and fiber network. The results of an 
independent measurement of the quality of services in mobile networks in Croatia that was conducted by 
HAKOM in cooperation with the German company NET CHECK have confirmed high network performance of  
our strategic partners, the operators HT and A1 Hrvatska, whose infrastructure, equipment and services we 
supply.  In the Digital Society segment, among new contracts signed I would like to highlight a contract with the 
City of Split for the project “Introduction of Intelligent Transport Systems in the Functional Traffic Area of the City 
of Split”.  

In export markets, we have continued a quality cooperation with the operators HT Mostar, Crnogorski Telekom 
and Ipko Kosovo on the modernization of their networks. The activities were especially intense on the 
implementation of the contract that was signed at the end of 2022 with the new customer Telekom Kosova, 
related to the modernization of the core and radio network as well as the network maintenance of this Kosovo 
operator. We have also continued cooperation with the operator Ucom in Armenia on network modernization 
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and the introduction of new functionalities. In Belarus, we are finalizing the remaining activities in the operator 
segment according to contracts that were signed before the introduction of sanctions, strictly adhering to the 
decisions on sanctions introduced by the Republic of Croatia and the authorities of the European Union. 

As regards services to Ericsson, our Research and Development (R&D) Center, and other expert centers, have 
been recording quality results and thus significantly contribute to the company's business results. At the regular 
half-year meeting R&D Management Business Review, the representatives of all development units with which 
Ericsson Nikola Tesla’s R&D Center collaborates, evaluated our Center as the best performing partner. The 
efficient delivery of high-quality software and speed deliveries of key features that ensure technology leadership 
for Ericsson were especially highlighted. I would also like to highlight the role that our experts from other expert 
centers have in the modernization of telecom networks for Ericsson’s customers in the European Union, and 
worldwide.  

At Mobile World Congress, the most important event in the mobile communications industry, held end of 
February / beginning of March in Barcelona, the representatives of Ericsson Nikola Tesla held many meetings 
with customers and partners and introduced them to Ericsson’s novelties. New radio portfolio for indoor and 
outdoor coverage, Fixed Wireless Access, as well as digital twins achievable in 6G network attracted special 
attention. The presented solutions offer faster networks build and new communication possibilities for the 
operators, as well as 5G monetization. Among many innovative solutions, a solution that enables better energy-
efficient operation of the mobile network was presented, in the development of which Ericsson Nikola Tesla's 
experts had an important role. 

Compared to Q1 2022, gross margin increased to 16.6%, as a result of business mix and focus on operational 
and cost efficiency, while the operating profit was at a similar level and amounted to EUR 9.5 million. A negative 
cash flow from operating activities was in line with our expectations for Q1, and considering the trends so far, 
cash flow is subject to quarterly volatility and should be observed at the annual level. We have concluded Q1 
with a solid balance sheet, and an equity ratio of 39.7%. At the end of Q1, cash and cash equivalents, including 
the short-term financial assets, amounted to EUR 66.2 million (39.9% of the total assets).  

As a technology leader, we have the potential for further development of the company in new technologies; 
therefore, we continue to implement our strategy to strengthen our leadership in mobile technologies, growth in 
the Digital Society segment and in R&D. With more than 3,500 employees, of which more than 1,800 are software 
designers, and the largest R&D Center in Croatia, we have a great intellectual and innovation potential to make 
an even more active contribution to the achievement of targets on the EU’s “Path to the Digital Decade”. 

Considering the challenges that marked the previous periods, and which continue to impact our operations, in Q1 
we continued to monitor and mitigate risks with special focus. Profitability, quick adjustment to market conditions 
and cost optimization were at the center of our attention. We continued the activities aimed at retaining quality 
experts by investing in the development of their competencies and providing additional benefits. Moreover, we 
continued to implement of our own digital transformation project, as well as strengthening the company’s culture 
with a focus on compliance, ethics and integrity. 

With the aim to achieve long-term development and sustainability of the company as well as growth in strategic 
business segments, we invest and plan significant further investments in the development of strategic 
competencies, development of new solutions, products and services, possible acquisitions, investment in the 
equipment for the development and testing of new technologies and digital transformation of Ericsson Nikola 
Tesla Group, which demands a significant amount of funds to be secured.   
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The Management Board and the Supervisory Board have reached a joint decision to propose to the Company’s 
Annual General Meeting to adopt a decision regarding dividend of EUR 6 per share.” 

 

Financial highlights for the Group: 
• Sales revenue amounted to EUR 69.4 million (Q1 2022: EUR 69.8 million), 0.6% lower year-over-year. 

In total sales revenue, the domestic market accounted for 37.6%, services to Ericsson accounted for 
53.8%, while other export markets accounted for 8.6%. 

• Sales in the Networks segment amounted to EUR 39.3 million (Q1 2022: EUR 40.1 million), Digital 
Services segment amounted to EUR 17.0 million (Q1 2022: EUR 14.8 million), Managed Services 
segment amounted to EUR 13.0 million (Q1 2022: EUR 14.8 million), and the segment Other amounted 
to EUR 0.1 million (Q1 2022: EUR 0.1 million).  

• Gross profit was EUR 11.5 million (Q1 2022: EUR 11.0 million), up by 5.0% year-over-year as a result of 
business mix and operational and cost efficiency. Gross margin increased to 16.6% (Q1 2022: 15.8%). 

• Selling and administrative expenses decreased by 5.0% year-over-year, amounting to EUR 2.8 million 
(Q1 2022: EUR 2.9 million). The share of selling and administrative expenses in sales revenue was 4.0% 
(Q1 2022: 4.2%). 

• Operating profit amounted to EUR 9.5 million, up by 3.3% year-over-year (Q1 2022: EUR 9.2 million), as 
a result of higher gross profit. 

• Profit from financial activities was EUR 2.1 thousand (Q1 2022: EUR 0.2 million). 

• Profit before tax increased by 1.2% year-over-year to EUR 9.5 million (Q1 2022: EUR 9.4 million).  

• Net profit amounted to EUR 7.8 million (Q1 2022: EUR 7.9 million), down by 1.2% year-over-year. 
Return on Sales (ROS) remained unchanged year-over-year, amounting 11.3%. 

• Cash flow from operating activities amounted to EUR -7.1 million (Q1 2022: EUR -7.4 million) and is in 
line with the expectations for Q1. Given the quarterly volatility, and in this quarter additionally affected by 
the payments of the annual bonus to employees for the results achieved in the previous year, cash flow 
should be observed at the annual level.  

• Working Capital Efficiency, expressed in WCD, was 17 days (Q1 2022: 10 days), and excluding services 
to Ericsson WCD was 36 days (Q1 2022: 27 days). WCD is affected by the demanding projects in terms 
of work and capital engagement in the domestic and export markets.  

• Cash and cash equivalents, including the short-term financial assets, as at March 31, 2023 amounted to 
EUR 66.2 million (39.9% of the total assets), while at the end of 2022, they amounted to EUR 74.0 
million (44.4% of the total assets) and is in line with the planned regular activities for the quarter, 
including the payment of the larger part of the annual bonus. 

• The Group has a solid balance sheet with the total assets of EUR 165.8 million as at March 31, 2023, 
down by 0.5% compared to the end of 2022, as a result of lower level of cash and customer receivables, 
while the work-in progress (WIP) increased caused by dynamics of contract execution. Equity ratio was 
39.7% (end of 2022: 34.7%).  
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• With related parties, the transactions were as follows: sales of products and services amounted to EUR 
37.3 million (Q1 2022: EUR 34.2 million), while the procurement of products and services amounted to 
EUR 14.6 million (Q1 2022: EUR 7.0 million).  

• As at March 31, 2023, balances outstanding with related parties were as follows: receivables amounted 
to EUR 18.0 million (end of 2022: EUR 17.9 million), and payables amounted to EUR 13.7 million (end of 
2022: EUR 7.0 million). 
 

Business situation in major markets  
In the domestic market sales revenue amounted to EUR 26.1 million (Q1 2022: EUR 28.2 million), down by 
7.3% year-over-year. 

With Hrvatski Telekom, we have continued the cooperation in the area of construction and monitoring of 
telecommunications infrastructure, monitoring of telecommunications network, field maintenance of fixed and 
mobile telecommunications infrastructure, and expansion and modernization of mobile network.  All activities 
are ongoing in line with the agreed targets. Moreover, during Q1 the delivery of radio access active equipment 
was contracted, as well as the accompanying services for the build of the next generation mobile broadband 
access network in areas without the broadband infrastructure and without the sufficient market interest for 
investments. The project is co-financed by the Operational Programme Competitiveness and Cohesion 2014 - 
2020.   

With A1 Hrvatska, the activities related to the expansion of coverage and capacity of radio 5G network, and the 
modernization and expansion of capacities of the radio access network, continued. Moreover, the cooperation 
continued on the realization of contracts related to the build of convergent core network, the modernization of 
microwave transmission systems, as well as the delivery of radio access active equipment for the build of the 
next generation mobile broadband access network in areas without the broadband infrastructure and without 
the sufficient market interest for investments, which is co-financed by the Operational Programme 
Competitiveness and Cohesion 2014 - 2020.   

In the Digital Society segment, a contract was signed with the City of Split for the project “Introduction of 
Intelligent Transport Systems in the Functional Traffic Area of the City of Split” which encompasses the 
activities of the implementation of the traffic management software solution in the control center and informing 
passengers, and the delivery of the communication backbone. A contract was also signed with the Ministry of 
Agriculture for the creation of software solution to carry out the tender for the lease and sale of the state-owned 
agricultural land. Moreover, contracts were signed with the Ministry of Tourism and Sports for the services of 
the development of the central portal eTourism and creation of mobile apps. 

In export markets (excluding services to Ericsson) sales revenue amounted to EUR 6.0 million (Q1 2022: 
EUR 7.5 million), down by 19.7% year-over-year. 

A quality cooperation continued with the operators HT Mostar, Crnogorski Telekom and IPKO on the expansion 
and modernization of their telecommunication networks. We would like to highlight the continuation of activities 
with Crnogorski Telekom on software upgrade and modernization of mobile network which includes an 
increase of capacity, expansion and coverage of the entire country with 5G signal. Crnogorski Telekom has the 
largest 5G and 4G network in Montenegro, and according to the official report from the Agency for Electronic 
Communications and Postal Services (EKIP), also the fastest mobile network. 

Activities with the operator Telekom Kosova have intensified on the implementation of contract that was signed 
at the end of 2022. The contract encompasses the modernization and virtualization of the entire core network, 
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the introduction of the most advanced equipment in radio part of the network and the implementation of Kosovo 
international code 383 in the network. Furthermore, we continue cooperation with the operator Ucom in 
Armenia on network modernization and the introduction of new functionalities. 

In Ericsson market sales revenue amounted to EUR 37.3 million (Q1 2022: EUR 34.2 million), up by 9.1% 
year-over-year. 

At the end of Q1 2023, a regular half-year R&D Management Business Review meeting was held, during which 
a detailed analysis of performance and evaluation was carried out by all Ericsson development units with which 
Ericsson Nikola Tesla’s R&D Center collaborates. Furthermore, focus areas for the upcoming period were also 
presented. The stakeholders’ evaluation once again proved high satisfaction in areas quality, delivery 
performance, efficiency and innovation, which makes Ericsson Nikola Tesla’s Research and Development 
Center currently Ericsson’s best performing partner. Feedback received showed high recognition in terms of 
efficient delivery of high-quality software, speed and quality deliveries of key features that ensure technology 
leadership for Ericsson, continuous improvement in operations, organizational flexibility in developing, keeping, 
and using key competencies. 

Experts from the Customer Services and Solutions Center, in addition to projects for the customers of Ericsson 
Nikola Tesla Group, have worked on projects for Ericsson customers on the activities of creating solutions and 
defining network parameters, optimization and integration of solutions and technologies in many EU member 
states and other countries, such as the UK, Switzerland, the USA, Canada, Japan, India, Israel, the UAE, 
Serbia, North Macedonia, etc. 

These are complex projects that, among other activities, include the introduction of 5G technology, operational 
and business support systems, as well as projects of introduction of core solutions in Cloud. We would like to 
highlight the work of our experts on the modernization of radio network of T-Mobile in the Netherlands and T-
Mobile in Germany. Their engagement encompassed the work on key activities related to design, integration, 
optimization and application of program tools for the build and optimization of network.  

The activities have also continued on the development and implementation of software tools for management 
and optimization of mobile networks which are used in network rollout by many operators worldwide. The latest 
success was achieved with RAMT (Rehoming Automation Management Tool) global tool that was fully 
developed by Ericsson Nikola Tesla’s experts, and that for more than ten years has been significantly 
accelerating the configuration and optimization processes when modernizing networks.  

In the Digital Society segment, in addition to many projects for Ericsson Nikola Tesla’s customers, our experts 
have been achieving quality results on projects in IoT platforms and Connected Urban Traffic for the needs of 
Ericsson corporation.  

The teams working on activities in the area of IT& Engineering Services, in addition to providing excellent 
support and achieving excellent results on test environment management projects and IT operations for 
Ericsson corporation, also had a key role in digital transformation processes of Ericsson Nikola Tesla Group 
and provided quality support for work of Ericsson Nikola Tesla Group’s employees, as well as remote support 
to customers. 
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Other information 
At the meeting held on April 13, 2023, Ericsson Nikola Tesla’s Supervisory Board and Management Board 
made a joint proposal to the Company’s Annual General Meeting to adopt a decision regarding the dividend 
payment of EUR 6 per share. 

Ericsson Nikola Tesla’s Annual General Meeting will be held on June 14, 2023. The shareholders who have 
the Company shares registered on their securities account in the Central Depository & Clearing Company on 
June 20, 2023, are entitled to dividend payment. Ex-dividend date is June 19, 2023. 
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Ericsson Nikola Tesla d.d.  
Krapinska 45 
Zagreb 
OIB: 84214771175 

  

 

Pursuant to the Articles 462 to 468 of the Capital Market Law (Official Gazette 65/18) the Managing Director of 
the joint stock company Ericsson Nikola Tesla d.d. Zagreb, Krapinska 45 gives the following:  

 

Statement  

of the Management Board responsibility 

 

The accompanying consolidated and non-consolidated financial statements have been prepared in compliance 
with the International Financial Reporting Standards (IFRS). The financial statements also comply with the 
provisions of the Croatian Financial Accounting Law valid as of the date of these financial statements. 

Unaudited financial statements for the period January 1, 2023 to March 31, 2023 present a true and fair view of 
the financial position of the Company and the Group and of the financial performance and cash flows in 
compliance with applicable accounting standards. 

 

      
     Managing Director: 

                                                                                     Gordana Kovačević, MSc    
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For additional information, please contact: 
 
Antonija Lončar   Orhideja Gjenero 
Director Marketing, Communication and CSR  Investor Relations Manager  
Ericsson Nikola Tesla d.d.   Ericsson Nikola Tesla d.d.  
Krapinska 45    Krapinska 45 
HR-10 002 Zagreb                                                        HR-10 002 Zagreb 
Tel.: +385 1 365 4473    Tel.: +385 1 365 4431 
Mob.: +385 91 365 4473   Mob.: +385 91 365 4431 
E-mail: antonija.loncar@ericsson.com  E-mail: orhideja.gjenero@ericsson.com
    E-mail: odnosi.investitori@ericsson.com 
 
For more information about Ericsson Nikola Tesla’s business, please visit: http://www.ericsson.hr 
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