


enabling fast and high-quality connection of the key economic
centres across the Czech Republic. Asa transporter, CD Cargo, a.s.,
services 1,085 tariff points authorised to dispatch car shipments.
In addition, the Company reliably ensures requirements for special
and extraordinary transportation, particularly transportation re-
quired by the Army of the Czech Republic or other NATO armies.
The Company is involved in the activities of the NATO Planning
Board for Inland Surface Transport (PBIST) including the draft-
ing of standards for international transportation of NATO armed
forces. The transportation of uranium concentrate and fresh and

spent nuclear fuel is a stand-alone group of transported products.
This type of transportation requires special safety measures and
specifically trained staff involved in this type of transportation as
well as close cooperation with the State Office for Nuclear Safety
and with other bodies. In 2008, the Company managed to fully
satisfy the customers in this respect.

The proactive business policy of staff of overseas subsidiaries of CD
Cargo, a.s., helped in achieving the favourable business results of
the Company.



CD Cargo, a.s!s strategic goal involves maintaining its leading po-
sition on the railway freight transportation market in the Czech
Republic and the Central European region. In addition, CD Car-
go, a.s., aims at becoming an efficient customer-driven company.
The result of the Company’s operations is maximising its profit
through proactive business treatment of existing and new freight
transportation orders and optimising its costs of ensuring the op-
eration of transportation and the whole company.
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m Transportation Segments of ¢p Cargo
in 2008 - tonnes transported

-

Bl local38,8% Export 25,5 %

Import 25,6 % B Transit10,1%

Source: Statistics of CD Cargo, a.s.

Fleet and Fleet Management

In delivering one of its core business activities, which is railway transport
focused on goods transportation, CD Cargo, a.s., cannot do without rail-
way vehicles of the required quality and quantity.

In 2008, CD Cargo ran 750 active locomotives. While electric locomotives
are mostly used for long-distance freight trains, independent-drive loco-
motives areintended for servicing local trains or non-electrified railroads.
The average daily run per locomotive totalled 309 thousand locomotive
km last year. The business need for freight cars was 25 thousand towed
wagons; the largest group comprised wagon series to transport mass
substrates, liquid substances and combined transportation of goods.
One of the key goals of wagon maintenance and repairs in 2008 was up-
grading the technical level of the fleet so as to meet the requirements
of customers and operations. In addition, the fleet was maintained on
an ongoing basis so as to maximally cover the freight transport needs.
The key effort in managing the freight cars fleet was aimed at putting
into operations a larger number of cars laid up in previous years. To do
so, the capacity of both the in-house Railway Vehicles Servicing Centres
and external repair shops was used. The base-level repairs were provided
by CD’s Railway Vehicles Depots; the higher-level repairs were ensured by
external repair shops. The maintenance focused mainly on the “sanding
system”. The individual repair shops checked the locomotive sanding sys-
tem, particularly the prescribed amount of sand poured out to the sand
box, which resulted from investigations and findings associated with the
accident in the Moravany railway station.

In 2008, CD Cargo launched the process of aligning the fleet structure
with the market needs. In addition, the Company took steps to modern-
ise and refurbish the wagons. For more information, see Investments.

Operational Management

In terms of operations, 2008 was demanding on management flexibility.
The operations had to cope with unexpected circumstances, higher fre-
quency of trains on selected railway lines and irregular transportation due
to traffic closures, which were more extensive compared to previous years.
Many traffic closures were simultaneous, hence limiting the capacity of
railway lines. Thus, the routing of trains had to be modified based on the
actual passability of railway lines while adhering to the principle of mini-
mal increases in operational costs and minimal impact on the quality of
resultant services.

The Operational Management Department is responsible for the effec-
tive operational management of CD Cargo, a.s!s train traffic within the
SZDC network. In its management, the Operational Management De-
partment adheres to the Railway Transportation Organisation Guide-
line of CD Cargo, a.s., and the Implementing Regulation for the Railway
Transportation Organisation Guideline of CD Cargo, a.s., with reference
number PTs2-B-2007. From the establishment of CD Cargo, a.s., to
31 July 2008, the scope of planning was identical to the scope of opera-
tional units of CD Cargo, a.s. Each operational unit fell into the scope
of activities of one operational and one locomotive dispatcher. Since
1 August 2008, the Company has optimised the scope of planning and
introduced new positions of managing dispatcher in Ceska Trebova and
operational dispatcher in Bohumin (Dispostelle PKP). Experience from

a similar position in D&Cin is used at this position.

Operations Safety

Pursuant to Section 49 of Railroad Act No. 266/1994, Coll., CD Car-
go, a.s., was involved in a total of 406 extraordinary events in 2008,
of which 259 extraordinary events included the liability of CD Car-
go, a.s., and 149 extraordinary events included the liability of other
railroad operators or railroad transportation operators. A total of 46
persons died during railroad accidents as a result of being in a pro-
hibited railroad area and collisions at railway crossings, of which four
were employees of CD Cargo. A total of 36 and 89 locomotives and
railway cars derailed, respectively.

The findings of investigations of extraordinary events in 2008 re-
vealed that:

No collision at railroad crossing and no collision with an individual
were the fault of CD Cargo, a.s.; and

No extraordinary event was caused by a system error by CD Cargo, a.s.



Freight Transportation of CD Cargo in 2008

Performance of border crossing stations and exchange of goods with neighbouring countries
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m TANGIBLE FIXED ASSETS AS OF 31 DECEMBER (selected items)

Indicator Measurement Unit 2008 2007 Index 08/07
Railway Vehicles

Electrical direct current locomotives pc 288 288 1.00
Electrical alternativ current locomotives pc 132 137 0.96
Electric dual system locomotives pc 59 59 1.00
Diesel locomotives pc 482*%/ 499 0.97
Freight cars pc 31 719%*%/ 32 809% 0.97
Passenger coaches and luggage wagons ****/ pc 241 0

Railway substructure and superstructure

Total construnction length of rails km 50 49 1.02
Number of switching units pc 232 226 1.03

*/including 243 freight cars under leaseback and 79 freight cars under long-term
**/including 8 diesel locomotives under long-term

***/including 923 cars under leasing

**** /includes cars for service needs, and military and special tranportation purposes

Share of Commodities (in tonnes) in CD Cargo Freight Transport in 2008

g
4

Bl on22,47% Building materials 8,96 %

I Browncoal 19,10 % HEl Combined transportation 8,57 %
Bituminous coal and coke 13,93 % Hl Chemical products 8,15 %

I Empty cars of trasporters 9,84 % B Timber and paper 5,35 %

Automotive 1,59 %
B TFoodand agricultural products 1,51 %
Others 0,53 %



750

locomotives and 25 thousand goods wagons
are used by CD Cargo every day.
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Information on Assets

Real Estate of €D Cargo, a.s.

On the basis of a“"Contract for the Contribution of a Part of Busi-
ness”and a“Statement of the Contributing Party on the Contribu-
tion of Real Estate to the Company’s Share Capital”, the specified
immovable assets which were subject to certified appraisal were
contributed to the share capital of CD Cargo, a.s., with an obliga-
tion to subsequently record the ownership title in the Real Estate
Register.

This step was preceded by a detailed processing of all required
documents. The asset departments cooperated in the preparation
of lists of buildings and plots which were the subject matter of the
contribution. In numerous cases, geometrical plans for the sepa-
ration of newly arisen plots, geometrical plans for the definition of
the scope of easements and a geodetic layout of current engineer-
ing networks had to be processed. Historically, no asset division
of such extent had been implemented before CD Cargo, a.s., was
formed.

A total of 177 buildings and 209 plots of land were subject to con-
tribution proceedings which were held by the relevant cadastral
offices in the Czech Republic. Certain contribution proceedings
were not completed during the first phase; however, after the sub-
mission of other additional documents, the entire contribution
process was successfully finalised during 2008. Therefore, in addi-
tion to the usual basic production devices, such as rail vehicles, CD
Cargo, a.s., alsoowns immovable assets. Without such assets, the
Company'’s business activities would be restricted, therefore such
assets can be considered strategically significant.

Lease of Rail Vehicles

Other business activities of our company include the lease of rail
vehicles, ie freight cars and locomotives. In 2008, more than 180
contracts for either a short-term or a long-term lease of a vehicle
were concluded.

Almost 4,500 railway freight cars were subject to lease; these
were used in railway freight transport as well as a storage room
onindustrial tracks. Based on long-term contracts, CD Cargo, a.s.,
also leases locomotives for exclusive use abroad. For the purposes
of the lease of locomotives, more than 90 locomotives were se-
lected which were redundant and could not be further used for the
Company'’s purposes.

Cross-Functional Activities

Marketing Communication

Marketing and Communication Activities and Social Responsibil-
ity. The marketing and communication activities of CD Cargo, a.s.,
are predominantly based on our need to support the sale of our
own products and services, create a new corporate identity and
increase brand awareness.

During 2008, the main marketing and communication campaign
of CD Cargo, a.s., called "Whatever — Wherever” took place which
focused on the promotion of the new company and its services to
the professional and general public. The entire campaign was pre-
pared in a new visual style which matched the rebranding concept
of CD Cargo, a.s., The media used during the campaign included
billboards, printed media (magazines and newspapers), interac-
tive media (LCD displays, radios) and promotion leaflets.

Web Presentation

Another successful project and a significant means of communica-
tion of CD Cargo, a.s., included the creation of a website for busi-
ness partners and customers, www.cdcargo.cz. The web pages
were created in a new style according to the Company’s Design
manual and represented another phase of the overall rebranding
of the Company. Due to growing customer interest in information,
the web pages required a complete redesign, regular updates and
the creation of the English version. Similarly, intranet pages were
developed for the Company's employees. These are also updated
on aregular basis and serve as an important communication tool.
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Print and Media Communication with Customers

CD Cargo, a.s., became a successor in the production and dis-
tribution of the exclusive quarterly CARGO Motion, which is pub-
lished in a dual Czech-English version and provides information
about the world of railway freight transport and related services.
It is predominantly intended for senior managers of cooperating
companies and for state administration representatives. Another
magazine published by the Company is the Bulletin Cargo quarter-
ly, which predominantly focuses on the professional public and,
in addition to general information on railway freight transport,
it includes information on legislation and other legal amend-
ments in this area. As a supplement to the Grand Expres monthly,
CD Cargo, a.s., publishes the Specidl Cargo magazine, which is in-
tended for the general public with the aim to present the area of
freight transportin a fun way. In addition to publishing these pe-
riodicals which focus exclusively on the area of freight transport,
CD Cargo, a.s., also participated in the publishing of the Zelezni¢dF
weekly.

Fairs and Conferences

In 2008, CD Cargo, a.s., participated in a number of interna-
tional fairs focused on transport and logistics as an independent
exhibitor. These included the SITL fair in Paris, TRANSRUSSIA in
Moscow, Czech Raildays in Ostrava and MSV in Brno. The most
significant event in 2008 was the international conference about
the Transsib Trans-Siberian expressway which the Company or-
ganised together with CD and which hosted 250 guests from
around the world.

Other major conferences in which €D Cargo, a.s., participated
included the IRFC 2008 (International Rail Freight Conference)
which took place in Prague, EASTLOG, or the Transportation
Day which was organised under the auspices of the Transporta-
tion Association. Another major event was the conference of CD
Cargo, a.s., organised in Spindleriv MIyn in autumn, which was
intended for all business partners of the Company and focused
on business and price policy.

Research and Development

Through its subsidiaries and fellow subsidiaries, the Company
takes partin a number of projects from the field of logistics. The
results of these projects are subsequently applied in practice, eg
in the Lovosice terminal or when expanding the product portfolio
of the Company. An example of a successful realisation of such
a project is the transfer of wood chips in "woodtainers” which is
made in cooperation with the subsidiary CD Logistics, a.s.

CD Cargo, a.s., also participates in a number of international
research projects organised by various EU institutions or by the
International Railway Union. The aim of these projects is usually
to analyse the transfer flows in the monitored locality, or to de-
sign measures in order to increase the share of railway transport.
A typical example is the participation of CD Cargo, a.s., in the
AB Landbridge project and the successive SoNoRa (South North
Axis) project. The principal long-term goal of these projects is the
provision of sustainable transportation and its growth through
the support of multimodality and setting of the conditions for
the viability of the backbone transportation systems which in-
clude both non-road kinds of transportation, ie water and rail-
way transport. As part of the AB Landbridge project, demand in
the areas of attraction within five evaluated transportation cor-
ridors connecting the Baltic and the Adriatic Sea was analysed.
Potential market opportunities for transportation and logistics
services with higher added value were identified. The outputs of
the project offer specific recommendations regarding the invest-
ments in infrastructure and the elimination of bottlenecks. The
project also defined the basic presumptions regarding the pre-
pared legislation for the optimum integration between sea and
domestic freight transport.

The active participation of CD Cargo, a.s., in the X Rail project
is also being prepared. The project became the successor of the
Euro SIWAL project the name of which is derived from the English
abbreviation of SIngle WAgon Load. The project was initiated in
order to increase the efficiency of transport of individual freight
cars within European standards. The X Rail project has a clear



objective — to increase the competitive strength of rail transport
as opposed to road transport, predominantly when transporting
individual wagon loads, and also to optimise the formation of
trains and other processes.

Informatics

The informatics reacted flexibly to all changes (organisational,
technological, staff and legislative) arising from the formation
and development of CD Cargo, a.s.

The SAP information system was upgraded from the SAP R/3
4.6Cversion to the SAP ERP 6.0 version which, from the techno-
logical viewpoint, uses SAP NetWeaver 7.0. The development of
the CO module was realised in two stages (Expenses and Sales);
functionalities were implemented to define products and ena-
ble their evaluation in terms of profit/(loss) and to provide sup-
porting documentation for the management of the Company. As
part of the PM module, the function for the transfer of techni-
cal data regarding external maintenance between the joint stock
companies Ceské drahy and CD Cargo was implemented, as well
as the adjustment of the tracking vehicle records and the joining
of PM orders for planned maintenance with other repairs which
were carried out at the same time. The function for the calcula-
tion of the real estate tax was implemented in the RE module. In
the area of material management (hereinafter “MM"), the func-
tion of electronic submitting of orders for material inputs to the
Logistic Centre of Ceské drahy, a.s., was implemented, the infor-
mation records about materials were updated and the function
for the calculation of the inventory turnover time to the level of
individual warehouses was created.

In the area of freight transport, the support system for the mana-
gement of freight vehicles at the premises of the Central Mana-
gement of Carriages in Ceska Trebova was further developed in
2008 and was expanded by the operation of foreign vehicles, in-
cluding the vehicles of CD Cargo, a.s., abroad. The intensive de-
velopment of the EMAN application (Economy, Modelling and
ANalysis of freight transport) continued, which replaced the ob-

solete Train Load Editor application. This application creates ba-
sic assumptions for realising of the idea of introducing of dyna-
mic train formation. In 2008, work on the solution of the VLAS-
TA (stations for the formation of trains) information system pro-
ject started. Based on a unified platform, this project should ab-
sorb all operating systems and applications of CD Cargo, a.s., in
the future. The realisation of the first stage will gradually replace
the obsolete system in the DOS platform MIS. Its further develo-
pment will ensure a consistent centralisation of operational data
in the central system and the division of strictly operational data
from accounting data.

The information system of Traffic Receipts Clearing has gradual-
ly been replaced by new modules which, in their final state by the
end of 2009, will cover all relevant areas of activities of the clea-
rance function in in-country as well as international transport,
including the clearance of vehicles under new conditions for
the management of freight cars in international transport. The
warranty claims and damage replacements project (hereinafter
“RNS")was initiated, which will replace the processing of warran-
ty claims by various independent applications.

In the area of operational management, the application was ex-
panded by the module for calculating of additional costs of the
transportation company due to the trains using a by-pass rou-
te, and by other partial adjustments which simplify and accele-
rate the search for information essential for a fast solution of an
extraordinary situation. A new system for the processing of data
about extraordinary deliveries was developed and will be imple-
mented in 2009.

In the area of system and technical IT security, the organisa-
tion of the lowest technological IT structure was modernised. The
modernisation predominantly included creating of a new virtual
centre for identity management servers, domains and other tasks.
The entireidentity management projectis focused on an additional
increase of information system security and a greater cooperation
with users. The rationalisation in the network infrastructure will
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resultinan overallincrease in network operation efficiency and the
creation of a communication structure for modern applications ne-
cessary for the further development of the Company.

The international activities of CD Cargo, a.s., in the area of infor-
matics can be divided into two parts, the first including the ope-
rations and development of existing interfaces for the exchan-
ge of data between partners and the second one including the
participation in projects of new applications with regard to new
requirements on the market and the European liberalisation le-
gislation. A significant development in both areas was noted in
2008. CD Cargo, a.s., exchanges data regarding trains and vehic-
les (using the UIC application 30) and deliveries (using bilateral
application 40) with all neighbouring transportation companies,
excluding PKP. We developed new versions of reporting for both
applications which reflect changes, predominantly including the
new COTIF agreement. In December 2008, the testing of applica-
tion 30 with PKP started. For the purposes of monitoring our ve-
hicles and deliveries abroad, we are, as a member of RAILDATA,
connected to the European central ISR system. The information
included in ISR has newly been made available to our customers
via our website.

The major driving force of the new IT projects has been the EU li-
beralisation legislation, predominantly including the TSI of Tele-
matika nakladni dopravy (TAF). As part of the preparation of TAF
implementation, we joined the RU Cluster, a group of transpor-
tation companies. We actively participated in the validation of
specifications for the train preparation process. We started co-
operating with CD and SZDC with the aim of coordinating the
method of TAF implementation. We also monitored other ma-
jorinternational IT projects, predominantly including the e-Rail-
Freight for the electronic freight sheet, and activities focused on
the European freight vehicle database.

Investments
The major priorities of the Company in line with the business
plan include the renovation and modernisation of the rail vehic-

le fleet and other investment activities in the area of machinery,
construction and other investments which are essential for secu-
ring the operations of the organisation. For the purposes of fun-
ding its investment projects, the Company uses own as well as
external funds. External funds predominantly include leases and
supplier loans.

e Investments in Freight Vehicles

In 2008, investments which focused on the supplies of moderni-
sed freight vehicles and which were initiated in prior years were
completed. During the year, 360 vehicles of Falls type, 516 ve-
hicles of Eas type, 350 vehicles of Tams type and 175 vehicles of
Roos type were gradually modernised. The supply of new vehic-
les of the Sggrss type for the transport of containers continued.
Furthermore, work on new orders regarding the modernisation
of freight vehicles started, which included deliveries of 50 mod-
ernised Zaes wagons and 5 modernised Talls vehicles realised by
the end of 2008. The deliveries will continue in 2009. As part of
the investment activities which are oriented on freight vehicles,
changes of wheel monoblocs on railway freight vehicles of vari-
ous lines were made.

e Investments in Freight Cars

In the area of locomotives with electric drives, modernisation
of 30 locomotives of type 163 to type 363 started in 2008; the
delivery of these locomotives will be gradually realised in 2010-
2013. Furthermore, 29 modernised electric direct-current six-
axle locomotives of types 181 and 182 were delivered by the end
of 2008. The deliveries of these locomotives are also planned in
2009.

In 2008, an order for the modernisation of 30 locomotives with
diesel engines to type 753.7 was initiated; these vehicles are deliv-
ered gradually on the basis of leases. By the end of 2008, five mod-
ernised locomotives were delivered. The delivery of the remaining
25 locomotives will be realised during 2009 and 2010. These in-
clude modernised locomotives of type 753, with a new inside and
the original exterior design. The vehicles are characterised by low-



er petrol consumption, more environmentally friendly, especially
with regard to the amount of emissions, and the machine room
design is clear and simple. The working conditions of the station
staff have improved. The capacity of the locomotive was increased
as compared to the original technical design, which was evident
from the first days of its operation.

A significant part of the investment activities in the area of the
Company'’s locomotives was the technical improvement of other
locomotives of different types and with different drives (use of
gel batteries, adjustments made during higher level manufacture
repairs, changes of wheels, etc).

Investments in Construction and Machinery and Other In-
vestments

A significant component of the Company'’s investment activities
includes activities in the area of construction and machinery.
The major investments finished in 2008 predominantly include
the construction of sand replenishment equipment for the rail
vehicles repair service in Bfeclav and in Ostrava, and an environ-
mentally friendly renovation of the sewerage for the rail vehicles
repair service in Usti nad Labem - Pfedlice. The Company started
the renovation of the administrative building of the rail vehicle
repair centre in Ostrava and the renovation of Pétidomi buildings
at the rail vehicle repair centre in Usti nad Labem. Major con-
struction investments of CD Cargo, a.s., also included the invest-
ment in the Lovosice industrial track - terminal which is in the
stage of preparation and EIA process approval. Other significant
investments of CD Cargo, a.s., include investments in informa-
tion systems and technologies, the support of building of logis-
tics centres and the renovation of the passenger and utility road
car fleet.

Staff Policy and Social Programme

Sinceits formation, the Company has continued with the realisa-
tion of adopted measures in order to improve the financial situ-
ation and increase work productivity. As part of the measures
which were taken in the area of human resources, the optimisa-

tion of the number of employees continued with the objective of
improving the ageing and professional structure while maintain-
ing an efficient employment rate.

From January to December 2008, the average registered head-
count recalculated to full time employees decreased by 443 em-
ployees, ie from 11,838 (January 2008) to 11,394 employees (De-
cember 2008). The physical headcount as of 31 December 2008
was 11,368.

In order to reduce the unwanted social impacts of the decrease
in the employment rate which resulted from the transforma-
tion of Ceské drahy, the accompanying social programme which
was adopted by the Czech government was also applied in 2008.
This programme is concerned with the following areas above the
scope of legal regulations:

@ Provision of severance upon termination of employment
related to the transformation in line with government reg-
ulation no. 370/2007 Coll.;

@ Lease relations with regard to flats and residential build-
ings;

® Employee fare and transportation costs;

e Other social benefits; and

e Requalification of employees.

In 2008, the average salary in CD Cargo, a.s., ie the payroll costs
excluding other staff costs, amounted to CZK 25,822. In line with
applicable legislation, the social fund was predominantly used to
improve the working environment at CD Cargo, a.s., in 2008:

e Contributions for cultural and sports activities, and holi-

days;
e Contributions for meals; and
® Social assistance, etc.

Contractual cooperation with selected high schools continued,
which was focused on the preparation of graduates for future
careers at CD Cargo in order to decrease the average age of our
employees. The cooperation was based on the concluded framework

28 —> 29

Annual report €D CARGO 08




agreements on the cooperation of schools with CD. These agree-
ments include theoretical and practical preparation, cooperation
within the research and development programmes, use of the lat-
est scientific and technological findings and their implementation
in operations, participation in the creation of study programmes,
etc. As part of a motivation programme, successful students
of contractual schools newly have the opportunity to receive
a contribution for studies which is conditioned on a contractual
obligation to join CD Cargo, a.s., after the completion of the stud-
ies. A total of 29 students were selected for the 2008/2009 school
year, of which five will be able to start working at CD Cargo, a.s., as
soon as they graduate in 2009.

Inline with applicable legislation and in cooperation with the trade un-
ions, occupational safety and health, the improvement of working and
social conditions of employees by way of preventative care and conva-
lescence stays, and the increase in health protection was provided.

Eight trade unions operate within CD Cargo, a.s., including mul-
tiprofessional unions as well as unions solely representing profes-
sional groups of employees. The Company's collective agreement,
which regulates individual and collective relations between the
employer and the employees, as well as mutual relations between
trade unions and the employer, was concluded with effect from
1 January 2008 until the end of this year.



Code of Ethics

In 2008, the Code of Ethics of CD Cargo, a.s., was issued, which
helps to ensure that the everyday activities of the Company and
the conduct of all its employees are in line with the Company’s
principles, ie with a set of particular rules which are based on the
Company’svalues and define the standard of professional conduct.
This represents a set of ethical principles, norms and requirements
that are binding for the employees. The Code particularises the
Company'’s ethical values, visions and mission.

Quality Management - ISO

Responsibility for quality management in CD Cargo, a.s., with re-
gard to the main field of certification, ie the business activities and
the realisation of services in railway freight transport, rests with
a group which is in charge of ISO management systems.

The tasks realised in this area in 2008 include the transfer of the
ISO 9001 quality certificate for freight transport from the parent
company CD to the newly formed subsidiary, the extension of the
certificate field and subject matter of certification, the update of
process plans, objectives and quality policy. The general document
was prepared, ie the "Quality brochure” and the related “internal
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quality assurance” guideline. Other required related documents
will be developed during 2009. In cooperation with the market-
ing and communication department, the Company addressed
customers in order to find out their requirements related to the
certification and the ownership of other certificates in question.
The regular annual external quality assurance audit was highly
satisfactory; there were only five findings in the category of rec-
ommendations, ie these included less serious findings. The Com-
pany reacted to these findings appropriately and the causes were
eliminated during 2008. Other important stepsincluded the train-
ing of selected employees in charge of performing internal audits
in 2009, the formation of new teams of internal auditors and ap-
pointment of their leaders. The Company also defined a strategy,
concept and vision in the area of introducing individual manage-
ment systems to CD Cargo for the 2009-2017 period. In Novem-
ber 2008, there was a meeting with the representatives of the rail
vehicle management department and the department of mainte-
nance and repair of rail vehicles regarding a gradual unification of
separate quality management systems and a joint advancement
in the realisation of unified internal and external audits from 2010.
The management system group also cooperated with the AEO
work team in obtaining the appropriate certificate (AEO — Author-
ised Economic Operator).

A separate chapter includes the activities related to the process
proceedings, ie the setting of the basic process map, process scope
and description, process plans and definition of the relevant proc-
ess metrics. During 2008, a pilot project for the preparation of
process map and plans for the needs of the finance manager with-
in the Headquarters of CD Cargo, a.s., was initiated.

The Company and the Community

International Relations

CD Cargo, a.s., is actively involved in the activities of international
organisations under the conditions set up by the international ac-
tivity contract made by and between CD Cargo, a.s., and CD, a.s.
With our parent company, we promote the principle of a uniform
concept, ie uniform membership of the CD group, coordination
and information sharing.

CD is a guarantor of the membership in the International Union
of Railways (UIC), Community of European Railway and Infra-

structure Companies (CER), Organisation for Railway Coopera-
tion (OSZD), Forum Train Europe (FTE) and the International Rail
Transport Committee (CIT). Membership in organisations linked
directly to cargo transport, such as the International Association
of Tariff Specialists (IVT), Intercontainer/Interfrigo (ICF), European
Palette Pool (EPP) and Interunit, is planned to be transferred to CD
Cargo, a.s.

Within OSZD, €D Cargo, a.s., will participate in negotiations relat-
ed to cargo transportation, such as the common meeting of OSZD
and CIT on the introduction of the new NL CIM/SMGS and the
meeting of the 2" OSZD Commission (transportation law) and the
3 OSZD Commission (cargo transportation). The Kaluga project
usinga common NL CIM/SMGS was successfully discussed. In June
2008, CD Cargo representatives participated in the periodic meet-
ing on the international transport tariff.

Protection of the Environment

Following its establishment, CD Cargo took over the areas of
ecology and the environment from Ceské drahy. The CD group is
one of many companies that does not refuse their responsibil-
ity for protecting the environment. It is active in protecting the
environment and the natural landscape. The environmental con-
cept of CD Cargo is designed to maintain its positive relationship
with the Environmental Department of CD's CFO Office, which
consists of both railway and environmental experts. The coopera-
tion of CD Cargo, a.s., and CD, a.s., is governed by the Mandate
Contract dated 27 May 2008. CD Cargo’s own hierarchy was de-
veloped to focus on the activities of the Railway Vehicle Servicing
Centres (SOKV), which have a direct impact on the environment,
such as emissions produced during fuel tanking, technological
units, various waste and water and air pollution.

SOKV Usti nad Labem successfully implemented the ISO 14001:
2001 system of management and quality assurance, which con-
centrates predominantly on protecting the environment. At the
same time, adopting the system represents a challenge for us to
improve all environmental activities in order to meet and exceed
the legal requirements. Investments in the disposal of obsolete
methods of waste water treatment represent another logical step
intheinitiative, which includes, for example, the renovation of the
drainage system in the premises in Usti nad Labem.
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Corporate Social Responsibility

Being the largest railway transportation company in the Czech
Republic and the fifth largest railway transport providers in Eu-
rope, CD Cargo, a.s., is aware of its corporate social responsibil-
ity. In this respect, the Company participates in a wide range of
educational and charitable projects. One of the most significant
educational projects is known as the “Prevention Train”, which is
realised in cooperation with Ceské drahy. The project focuses on
providing educational lectures and discussions related to the dan-
gers of electricity, walking on railway tracks, and jumping into and
out of trains. These discussions received positive feedback from
pupils as well as teachers. Over 4,000 elementary school and high
school students from Liberec, Ceska Lipa, D&cin, Usti nad Labem,
Olomouc, Prerov, Hradec Kralové, Pardubice and Chrudim took
partin the project.

CD Cargo supported the Czech paralympic team at the Paralympic
Games in Peking and also participated in a project to fight cancer
(Nadace pro vyzkum rakoviny), a project to help people suffering
from skin diseases (DebRA CR), and the“Hope Run"to fight cancer.
We also actively supported the Olpa Cup table tennis tournament
for wheelchair bound players, a children's camp in Cekyng&, and
a doubles tennis tournament entitled “Turnaj Strycka Jedlicky”,
whose proceeds will be used to support the Jedlicka Institute.

In addition, CD Cargo contributed great support to significant his-
toric anniversaries on chosen railway tracks in the Czech Republic
(eg 150 years of the track between Usti nad Labem and Teplice,
100 years of the track between Karlovy Vary and Marianské Lazng,
and 150 years of the track between Kladno and Nucice).

Another project that can be referred to as a charitable activity
is our effort to ensure transportation for the Diakonie Broumov
civil association, for which we transported almost 500 cars with
clothes and other goods in 2008.



Companies in which €D Cargo
has an Equity Interest

Terminal Brno, a.s.

Date of entry in the Register of Companies: 25 July 2008

Share capital: CZK 2,000,000

Equity interest: 60.5% (CZK 1.21 million)

Principal business activities: storage of goods and handling of
cargo (which includes storage of shipments related to combined
transport — containers, exchangeable superstructures, and road
trailers), technical activities related to transportation, real estate
activities, and administration and maintenance of real estate

€D-DUSS Terminal, a.s.

Date of entry in the Register of Companies: 1 March 2007

Share capital: CZK 4,000,000

Equity interest: 51% (CZK 2.04 million)

Principal business activities: operation of the container terminal,
plus additional services (ensuring collection and distribution of
road shipments), and the repair and stock-pile of load units.

CD Generalvertretung GmbH

Date of entry in the Register of Companies: Germany, 11 October
2004

Share capital: EUR 50,000

Equity interest: 100%

Principal business activities: mediation of services in freight
transport on behalf of and for CD Cargo, a.s., general represen-
tation and comprehensive information services for the clients of
CD Cargo, a.s.
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Koleje Czeskie Sp. z o0.0.

Date of entry in the Register of Companies: Poland, 18 December
2006

Share capital: PLN 100,000

Equity interest: 100%

Principal business activities: mediation of services in freight trans-
port on behalf of and for CD Cargo, a.s., general representation
and comprehensive information services for clients on the terri-
tory of Poland, Lithuania, Latvia and Estonia

CD - Generalvertretung Wien GmbH

Date of entry in the Register of Companies: Austria, 30 March
2007

Share capital: EUR 45,000

Equity interest: 100%

Principal business activities: mediation of services in freight trans-
port, business representation on the territory of Austria, Italy,
Hungary (selected areas), Switzerland and countries of former Yu-
goslavia

Generalne zastipenie €D Cargo, s.r.o.

Date of entry in the Register of Companies: Slovakia, 24 Septem-
ber 2008

Share capital: SKK 200,000

Equity interest: 100%

Principal business activities: business representation and media-
tion activities in the area of transportation and related services

MOO0O «Y[ TpaHc» (approximate translation: €D Trans s.r.o.)
Date of entry in the Register of Companies: Belarus, 23 April 2008
Share capital: USD 100,000

Equity interest: 51% (USD 51 thousand)

Principal business activities: passenger and freight transportation
including the provision of services in the Brest terminal

RAILLEX, a.s.

Date of entry in the Register of Companies: 17 June 2006

Share capital: CZK 2,000,000

Equity interest: 50% (CZK 1 million)

Principal business activities: storage of goods, cargo handling,
technical transportation services, advertising activities and mar-
keting

€D Logistics, a.s.

Date of entry in the Register of Companies: 16 June 2007
Share capital: CZK'10,000,000

Equity interest: 34% (CZK 3.4 million)

Principal business activities: storage and material handling

BOHEMIAKOMBI, spol.sr.o.

Date of entry in the Register of Companies: 17 April 1992

Share capital: CZK 6,000,000

Equity interest: 30% (CZK 1.8 million)

Principal business activities: mediation of services in the field of
transportation except for transportation by own transportation
means

Ostravska dopravni spoleénost, a.s.

Date of entry in the Register of Companies: 30 May 1995

Share capital: CZK'15,000,000

Equity interest: 20% (CZK 3 million)

Principal business activities: operation of railway transport and
lease of locomotives.
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09 Financial Position

m Investment Activities of €D Cargo, a.s.
(in CZK million)

2008 2007%/
Acquisition of freight cars 0 7
Reconstruction and modernisation of freight cars 1518 107
Acquisition of driving vehicles 0 99
Reconstruction and modernisation of driving vehicles 685 114
Machinery investments 37 4
Construction investments 111 3
Other investments 177 147
Total investments 2528 481
Of which investment subsidies: 0 0

*/Includes only CD Cargo data for December 2007

InvestmentActivitiesof CDCargo, a.s.

In accordance with its business plan, the major priorities of CD
Cargo, a.s., include renovation and modernisation of the railway
car pool and additional investment activities related to machin-
ery, construction, and other investments that are crucial for carry-
ing out the operations of the Company. To finance its investment
plans, the Company uses internal and external funding resources.
The Company's external resources predominantly include financ-
ing through leases and supplier credit.

Balance Sheet

From the Company’s origination date, ie 1 December 2007, to
31 December 2008, the value of the Company’s fixed assets in-
creased by CZK 2 billion, reaching a total of CZK 12.3 billion, which
equals 76.8% of its total assets. From 1 December 2007 to 31 De-
cember 2008 the Company'’s current assets, which include inven-
tory, receivables and short-term financial assets, increased by CZK
0.4 billion to CZK 3.7 billion, which represents 22.9% of its total
assets. The value of the Company'’s equity in the reporting period

decreased by CZK 0.8 billion to CZK 8.3 billion, which represents
51.8% of its total liabilities. The Company’s share capital totalled
CZK 8.8 billion, which equals 55% of its total liabilities. External
fundingincreased by CZK 2.9 billion to CZK 7.7 billion in the report-
ing period, which represents 48% of its total liabilities.

Profit and Loss Account

The Company's profit before tax for 2008 amounted to CZK 474
million with aggregate sales and income of CZK 17,800 million, ag-
gregate costs of CZK 17,326 million and accounting amortisation
and depreciation charges of CZK 978 million. Relative to the busi-
ness plan, the Company’s sales and income totalled 95% and the
aggregate costs reached 99% of the forecasted values.

Funding of CD Cargo, a.s.

The investment and operational activities of the Company are fi-
nanced via a combination of the Company’s own internal cash flow
and external funding, which comprises short-term bank loans and
deferred or divided payments under investments and leases.

Risk Management System
of CD Cargo, a.s.

On an ongoing and long-term basis, CD Cargo, a.s., monitors and
assesses all material business risks, specifically price and credit
risks and liquidity risks.

Price Risk

The Company's business operations related to freight transport
and the respective price creation activities principally focused on
maintaining and expanding its freight market share in 2008. In
line with this endeavour and reflecting other factors, it was neces-
sary to adapt the pricing policy, which was, in many cases, caused
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by competitive pressure by other railway freight vehicles and road
transportation companies.

In respect of CD Cargo, a.s., the purchase of railway cars, the re-
pairs and modernisation thereof, including activities to secure
their financing via external resources are deemed above-limit con-
tracts, which are subject to the provisions of the effective Public
Procurement Act.

Diligent use of the provisions of the Public Tenders Act enables
costs related to purchasing or modernisation to be optimised and
external funding for the costs thereof to be obtained. For moderni-
sation and repairs of railway cars, used and repairable parts of cars
suggested for disposal (such as wheel axles and undercarriages)
are utilised on an ongoing basis, which allows modernisation costs
to be decreased.

Liquidity Risk

The liquidity risk of the Company is managed so as to ensure that
the volume of funding necessary for settling the financial liabilities
is sufficient.

On a day-to-day basis, liquidity development as well as the Com-
pany’s cash flow is assessed. On the basis of these analyses, de-
cisions are made on settling liabilities while using overdraft loan
facilities, etc. The contracted overdraft loan facilities are used to
ensure liabilities are settled as they fall due.

Credit Risk

The Company operates a system to continuously monitor receiv-
ables by individual companies and default periods with a special
focus on receivables past due by more than 60 days. The devel-
opment of past due receivables is subject to monthly reviews by
a team managed by the CFO. One of the outputs of these reviews
is a supporting document used to determine the floating compo-
nent of the wages of employees involved in managing the out-
standing receivables.

To provide additional collateral in support for risky receivables,
standard tools in various combinations are used. To optimise the
liquidity level and for the sake of decreasing the amount of re-
ceivables and payables, the Company actively pursues the netting

policy, giving special attention to receivables past due by more
than 60 days.

Currency Risk

Given that a significant part of the Company’'s income is realised
in foreign currencies, predominantly in euros, the Company pays
constant and systematic attention to the currency risk. To mitigate
negative impacts on the Company’s financial performance, a wide
range of available tools are used, which are applied on a short-term
as well as medium-term basis based on their underlying character-
istics.

In line with internal price calculations and the anticipated receipts
in euros, the exchange rate of the Czech crown against the euro
was hedged on a medium-term basis in the latter half of 2008. By
doing so, the Company mitigates the risk related to the eventual
strengthening of the given currency in a medium-term prospect,
ie the risk that the calculated or incurred costs in Czech crowns
will not be covered. At the same time, by selecting an appropri-
ate hedging strategy, the Company maintains the possibility of
partially benefiting from the additional effect should the converse
development, ie the weakening of the crown, occur.

Commodity Risk - Price of Railway Oil

Railway oil used by the Company represents a significant cost
component. As the price volatility of this commodity during 2008
was high, a decision was made to hedge the price of this commod-
ity on a medium-term basis at the end of 2008 when this commod-
ity's prices reached the bottom levels attained in 2005 and 2006.
Hence, the risk of price growth above the agreed level was miti-
gated.

Other Operating Risks

The Company hedges a range of operating risks by way of insur-
ance coverage. The major risks identified include a transporting
company'’s liability for damage caused to other parties in relation
to railway transport operations on nationwide and regional tracks
and liability for damage by the owners of freight railway cars.

In 2009, CD Cargo will make efforts to minimise the impacts of the
global financial crisis.
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10 Anticipated Development,
Objectives and Intended Activities

The Company'’s strategic objective is to maintain its leading posi-
tion on the freight railway transport market in the Czech Republic
aswellasin the Central European region and, at the same time, be
an effective customer-driven business.

The aim of the Company'’s activities is to maximise profit by pro-
actively implementing the current as well as new contract in
freight transportation while optimising the costs of securing the
Company'’s transportation activities and its overall operations.

In 2009, the fundamental objectives defined in the Company’s
business plan for 2009 are as follows:

Maintain an active business approach with an explicit focus on cli-
ent needs;
Focus on improving the quality of existing services;

e Maintain the current transportation volume of mass com-
modities, principally solid fuels;

® Make the transportation offer to the East more attractive as
growth potential there is still sufficient;

e Expand into the transportation segment of goods with
higher added value, including the offer of services across
the whole transportation chain;

e Optimise the Company’s costs;

e Mitigate the impacts of extensive railway track closings
(SZDC) using appropriate operating and business measures;

e Maximise the number of gradual-schedule integrated trains
and improve communication with clients focusing on inte-
grated train scheduling; and

e Continue activities related to improving the image of rail-
way transportation in national as well as foreign media

The transportation volume as well as the amount of sales in 2009
will be significantly affected by the development of the financial

and production crisis, especially in industries such as metallurgy,
construction and automotive. Overall, the extent of the crisis does
not provide us with many chances for economic growth. The Com-
pany's performance will be significantly impacted by the volatility
of prices of electrical energy, oil etc. At the same time, the condi-
tions in the competitive environment are expected to worsen, as
the offer of road transportation companies is putting significant
pressure on the prices, which is attributable to the crisis. In addi-
tion, other railway transportation companies are also seeking to
boost their share in the transportation market. The position of lo-
cal railway transportation companies is improving thanks to their
efforts to establish cooperation with international transportation
companies that perform their activities on national railway tracks
of neighbouring countries.

Nevertheless, the crisis is a challenging time too — a challenge to
improve services, increase efficiency and make a greater effort
to obtain new transportation contracts. Only the best ones can
prove themselves in the times of the crisis.

42 —> 43

Annual report €D CARGO 08




Quickly
With care




11 Share Capital

The Amount of the Issued
Share Capital

The amount of the Company’s share capital is CZK 8,800 million
and is paid in full. The share capital is divided into 100 ordinary
registered shares in the certificate form in the amount of CZK 88
million each. The transferability of the shares is restricted. The
transfer of one or more shares is subject to approval by the Com-
pany’s Administration Board.

The Company was formed on 31 October 2007. The share capital
of the Company consisted of a non-cash investment of a business
part (in accordance with provisions of the Commercial Code), ie
the comprehensive set of immovable and movable assets, intan-
gible assets, receivables, financial assets, inventory and payables,
including employees and relating rights and obligations of the part
of the business of Ceské drahy, a.s. The valuation of the non-cash
investment was determined by an expert opinion pursuant to the
Municipal CourtinPrague'sResolution No.NC4848/2006-20dated
9 October 2006, which took effect on 24 October 2006. The sub-
ject of the expert opinion was the valuation of the non-cash in-
vestment that is represented by a business part (set of tangible,
intangible and staff components of activities of Ceské drahy, a.s.
administered by an integrated, operating and separately operat-
ing unit in freight railway transportation and maintained in sepa-
rate accounting records of such unit), for the purpose of founding
a wholly owned subsidiary joint stock company by the sole found-
er Ceské drahy, a.s.

With respect to the purpose of the valuation, the value of speci-
fied financial assets was assessed using two different methods,
the results of which were analysed in detail in individual parts of
the valuation.

The set of the invested assets and liabilities was a standalone op-
erational unit having the character of a business part for which the
value of the yield potential is essential. For this reason, the value
of the non-cash investment was determined using the basic yield
method (discounted cash flow method), which is based on the an-
ticipated income of a long-term operating company and its ability
to generate funds for owners. Concurrently, the equity method (ie
non-complete substantial value on the replacement cost princi-
ple) was used as a reference method.

The calculation of the non-cash investment of a business part in
Czech crowns was prepared according to documented accounting
supporting documents as of 31 March 2007 and information as of
9 May 2007.

Ownership Structure

Sole Shareholder:

Ceské drahy, a.s.

nabfezi L. Svobody 1222,11015 Prague 1
Corporate ID: 709 94 226
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12 Report of the Supervisory Board
and the Board of Directors

Report of the Supervisory Board

As of the Company's origination date, ie 1 December 2007, and
during 2008, the Supervisory Board of CD Cargo, a.s., executed its
powers and fulfilled all tasks in compliance with legal regulations,
the Company’s Articles of Association, and in accordance with its
rules of procedure. The Supervisory Board held eight ordinary meet-
ings.

Based on the decision of Ceské drahy, a.s., the Company's founder,
upon the Company's foundation on 31 October 2007, the initial
members of the Supervisory Board of CD Cargo, a.s., were elected as
follows:

Mgr. OldFich VojiF, Ph.D.

MUDr. Milan Spacek

Ing. Tomas Dzik

Ing. Libor Joukl

Radek Nekola

JindFich Bek

At its first meeting on 31 October 2007, the Company's Supervisory
Board elected OldFich Vojif as its chairman.

On 21 August 2008, subsequent to a discussion with all trade un-
ions engaged in the Company, the Company’s Board of Directors ap-
proved the Election Procedure for electing members of the Supervi-
sory Board, who are chosen by the Company's employees, and the
Recalling Procedure for the members of the Supervisory Board, also
chosen by the Company’s employees. The elections of the members
of the Supervisory Board were held in accordance with effective leg-
islation in the declared period from 20 October 2008 to 24 October
2008 in 13 election districts and 65.43% of eligible voters participat-
ed. Hence, the legislative requirement that states the majority of eli-
gible voters must participate in the election was met. No complaints
or notices were submitted to the voting committee regarding the
election process.

With effect from 1 December 2008, the two employees of CD Cargo,
a.s., who obtained the majority of votes were elected members of
the Supervisory Board of CD Cargo, a.s., for a five-year term of office,
namely:

Radek Nekola

JindFich Nohal
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Based on the decision of the sole shareholder acting in capacity as
the Company's General Meeting, an additional four members of the
Supervisory Board of CD Cargo, a.s. were elected for a five-year term
of office on 25 November 2008, effective from 1 December 2008,
namely:

Mgr. Oldfich Vojit, Ph.D.

MUDr. Milan Spacek

Ing. Libor Joukl

Ing. Michal Nebesky

At its eighth meeting of 1 December 2008, the Supervisory Board of
CD Cargo, a.s. elected Oldfich VojiF as its chairman.

The Supervisory Board of CD Cargo, a.s., oversaw the activities of
the Board of Directors and the Company's operation on a continu-
ous basis. The Supervisory Board of CD Cargo, a.s., declares that it
was provided with all required information and supporting docu-
ments by the Company’s Board of Directors as well as with due co-
operation in order to act duly in its capacity and execute its func-
tion. The Chairman of the Board of Directors as well as other board
members participated regularly at all meetings of the Supervisory
Board.

The Supervisory Board paid due attention to discussions about
and reviews of significant business documents, principally the
business plan of CD Cargo, a.s., for 2008 and 2009 and held reg-
ular discussions about the Company's performance results at its
meetings. In addition, the investment plan which is part of the
business plan and the funding for its realisation was addressed
with due care. In exercising its capacity, the Supervisory Board
invoked multiple remarks, suggestions, statements and require-
ments regarding the discussed materials, which were accepted by
the Company's Board of Directors.



In addition, the Supervisory Board discussed and assessed the re-
quests of the Company’s Board of Directors for being granted prior
approval of specified legal acts. The prior approval by the Compa-
ny's Supervisory Board was granted subsequent to individual rec-
ommendations by the Company's Board of Directors.

During the course of its activities, the Supervisory Board did not
identify that the Company was in violation of, or non-compliance
with, any of its obligations under legal regulations, the Articles
of Association, and the Company'’s internal regulations or the in-
structions of the sole shareholder when acting in capacity as the
General Meeting.

Atits 11t and 12™ meetings, the Supervisory Board discussed the
Report of the Board of Directors on the Business Activities and
Assets of CD Cargo, a.s., for the period from 1 December 2007 to
31 December 2008 and reviewed the following documents: the
Financial Statements of CD Cargo, a.s., for the period from 1 De-
cember 2007 to 31 December 2008, including the Independent
Auditor's Report and the Proposal for the Distribution of Profit for
the period from 1 December 2007 to 31 December 2008. Acting in
capacity as the General Meeting, the Supervisory Board suggested
that all the above-mentioned documents be approved.

Magr. OfdFich Vojif, Ph. D.
Chairmlan of the Supervisory Board
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Report of the Administration Board

As of 1 December 2007 and during 2008, the Administration Board
of CD Cargo, a.s., acted in the capacity as the Company’s advisory
and initiative body. In accordance with the Articles of Association
of CD Cargo, a.s., the Administration Board is the Company’s body
and comprises three members elected by the sole shareholder,
Ceské drahy, a.s., acting in the capacity as the General Meeting of
CD Cargo, a.s., on the motion of the Ministry of Transportation of
the Czech Republic.

In the reporting period, the Administration Board of CD Cargo,
a.s., held nine ordinary meetings at which it provided the Com-
pany’'s bodies with expert statements, suggestions and recom-
mendations. In addition, the Administration Board discussed and
expressed its opinion about material business documents and the
proposals submitted by the Company's Board of Directors.

The Administration Board of CD Cargo, a.s., declares that it has
been provided with all conditions necessary for the due execution
of its activities. The chairman of the Board of Directors and the ad-
ditional board members regularly participated at all meetings of
the Administration Board and provided it with relevant informa-
tion and supporting documents.

Ing. Miroslav DvoFak
Chairman of the Administration Board




o P) Usti nad Labem
o PJ) Nymburk

o P) Praha

o P) Ceska Trebova
o PJ Ostrava

o PJ) Plzen
o P) Olomouc

o P) Ceské Budéjovice
o P) Brno
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To the Shareholders of D Cargo, a.s.

Having its registered office at: Praha 7, HoleSovice, Jankovcova
1569/2¢, 17000

Identification number: 28196678

Principal activities: cargo railway transportation

Report on the Financial Statements

Based upon our audit, we issued the following audit report dated 22
July 2009 on the financial statements which are included in this an-
nual reportin Section 14:

“We have audited the accompanying financial statements of CD Car-
go, a.s., which comprise the balance sheet as of 31 December 2008,
and the profit and loss account, statement of changes in equity and
cash flow statement for the 13-month period then ended, and a sum-
mary of significant accounting policies and other explanatory notes.

Statutory Body s Responsibility for the Financial Statements
The Statutory Body is responsible for the preparation and fair presen-
tation of these financial statements in accordance with accounting
regulations applicable in the Czech Republic. This responsibility inclu-
des: designing, implementing and maintaining internal control rele-
vant to the preparation and fair presentation of financial statements
that are free from material misstatement, whether due to fraud or er-
ror; selecting and applying appropriate accounting policies; and ma-
king accounting estimates that are reasonable in the circumstances.

Auditor s Responsibility

Our responsibility is to express an opinion on these financial statements
based on our audit. We conducted our audit in accordance with the Act
on Auditors and International Standards on Auditing and the related ap-
plication guidelines issued by the Chamber of Auditors of the Czech Re-
public. Those standards require that we comply with ethical require-
ments and plan and perform the audit to obtain reasonable assurance
whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence
about the amounts and disclosures in the financial statements. The
procedures selected depend on the auditor’s judgment, including the
assessment of the risks of material misstatement of the financial sta-
tements, whether due to fraud or error. In making those risk assess-
ments, the auditor considers internal control relevant to the entity’s
preparation and fair presentation of the financial statements in order
todesign audit procedures that are appropriate in the circumstances,
but not for the purpose of expressing an opinion on the effectiveness
of the entity’s internal control. An audit also includes evaluating the
appropriateness of accounting policies used and the reasonableness
of accounting estimates made by management, as well as evaluating
the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our audit opinion.

Opinion

In our opinion, the financial statements give a true and fair view of
the financial position of CD Cargo, a.s. as of 31 December 2008, and
of its financial performance and its cash flows for the 13-month peri-
od then ended in accordance with accounting regulations applicable
in the Czech Republic.

Emphasis of Matter
Without qualifying our opinion we draw attention to the following
matters.

As discussed in Note 1 to the financial statements, on 6 May 2009 ma-
nagement of the Company prepared the financial statements for the
period ended 31 December 2008, which re” ected the treatment of de-
ferring the costs of repairing wagons, on which we issued our audit re-
port dated 6 May 2009 containing a qualified opinion. Subsequent-
ly, pursuant to the resolution of the Company's sole shareholder, the
Company prepared on 17 July 2009 the accompanying restated finan-
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cial statements for the period ended 31 December 2008, which do not
re” ect the treatment of deferring the costs of repairing wagons and in-
clude a refined estimate of the corporate income tax payable. We are is-
suing this auditor’s report on these restated financial statements. The
financial statements for the period ended 31 December 2008 prepared
on 6 May 2009 and the auditor’s report issued thereon on 6 May 2009
have become invalid and should not be relied on.

As further discussed in Note 1.2. to the financial statements, the
Company conducts significant business with Sprava Zelezni¢ni do-
pravni cesty, s.0. The Company accounted for the relating expenses
and income on the basis of its understanding of the Contract for the
Operation of Railway Transportation on the Railway Routes of the
Country-Wide Railways and Regional Railways owned by the Czech
Republic. As of the financial statements date, as part of the balan-
ces receivable from and payable to Sprava Zelezni¢ni dopravni cesty,
s.0.the Company reports a receivable of CZK 78 million which has not
been fully confirmed by the counterparty and negotiations regarding
this matter are still underway”

Report on the Related Party Transactions Report

We have also reviewed the factual accuracy of the information inclu-
ded in the related party transactions report of CD Cargo, a.s. for the
13-month period ended 31 December 2008 which is included in Se-
ction 16 of this annual report. This related party transactions report
is the responsibility of the Company’s Statutory Body. Our responsi-
bility is to express our view on the related party transactions report
based on our review.

We conducted our review in accordance with International Standard
on Review Engagements (ISRE) 2400 and the related application gui-
delinesissued by the Chamber of Auditors of the Czech Republic. Tho-
se standards require that we plan and perform the review to obtain
moderate assurance as to whether the related party transactions re-
portis free of material factual misstatements. A review is limited pri-
marily to inquiries of Company personnel and analytical procedures
and examination, on a test basis, of the factual accuracy of informati-
on, and thus provides less assurance than an audit. We have not per-
formed an audit of the related party transactions report and, accor-
dingly, we do not express an audit opinion.

Nothing has come to our attention based on our review that indica-
tes that the information contained in the related party transactions
report of CD Cargo, a.s. for the 13-month period ended 31 December
2008 contains material factual misstatements.

Report on the Annual Report

We have also audited the annual report for consistency with the fi-
nancial statements referred to above. This annual report is the re-
sponsibility of the Company's Statutory Body. Our responsibility is to
expressan opinion on the consistency of the annual report and the fi-
nancial statements based on our audit.

We conducted our audit in accordance with International Standards
on Auditing and the related application guidelines issued by the
Chamber of Auditors of the Czech Republic. Those standards require
that the auditor plan and perform the audit to obtain reasonable as-
surance about whether the information included in the annual re-
port describing matters that are also presented in the financial state-
ments is, in all material respects, consistent with the relevant finan-
cial statements. We believe that our audit provides a reasonable ba-
sis for our opinion.

In our opinion, the information included in the annual report is con-

sistent, in all material respects, with the financial statements refer-
red to above.

In Prague on 7 October 2009

2k

Audit firm: Statutory auditor:
Deloitte Audit s.r.o.,

Certificate no. 79,

Represented by:

Vaclav Loubek Vaclav Loubek
authorised employee certificate no. 2037
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14 Financial Statements of D Cargo, a.s.

As of 31.12. 08 (in CZK thousand) 31.12. 2008 1.12.2007
Gross Adjustment Net Net
TOTAL ASSETS 29 913 055 13 925 607 15987 448 13 836 261
A. Receivables for subscribed capital 306 000
B. Fixed assets 26 205 397 13923116 12282 281 10 297 266
B.l. Intangible fixed assets 343 898 83 065 260833 175169
B.I.1. Start-up costs 28492 4274 24218
B.1.3. Software 235153 78011 157142 25229
B.1.4. Valuable rights 4265 780 3485 3600
B.I.7. Intangible fixed assets under construction 75988 75988 146 340
B.Il. Tangible fixed assets 25807 186 13 840051 11967 135 10112 406
B.II.1. Land 72616 72616 72616
B.Il.2. Structures 955470 515048 440422 391154
B.II.3. Individual movable assets and sets of movable assets 19040578 12919734 6120 844 3970935
B.IL.6. Other tangible fixed assets 19 19 19
B.I.7. Tangible fixed assets under construction 120602 120602 192754
B.I1.8. Prepayments for tangible fixed assets 6490 6490 410
B.11.9. Valuation difference on acquired assets 5611411 405 269 5206 142 5484518
B.III. Non-current financial assets 54 313 54 313 9691
B.IIL1. Equity investments in subsidiaries 28442 28442 5169
B.II1.2. Equity investments in associates 25871 25871 4522
C. Current assets 3670708 2491 3668 217 3232965
C.l. Inventories 162 727 162 727 98 424
C.I.1. Material 162727 162727 98412
C.l.6. Prepayments for inventory 12
C.l. Long-term receivables 19 487 19 487 8 005
C.11.3. Receivables - substantial influence 19200 19200
C.II.5. Long-term prepayments made 109 109 7827
C.I.7. Other receivables 178 178 178
C.III. Short-term receivables 3244510 2491 3242019 3098 591
C.L1. Trade receivables 2276214 2491 2273723 2593746
C.11.2. Receivables - controlling entity 306 000 306 000
C.I11.3. Receivables - substantial influence 4800 4800
C.l.6. State - tax receivables 16 201 16 201
C..7. Short-term prepayments made 78338 78338 10090
C.111.8. Estimated receivables 507 153 507 153 482 554
C.111.9. Other receivables 55804 55804 12201
C.IV. Current financial assets 243984 243984 27 945
C.IV.1. Cash on hand 2739 2739 1254
C.Iv.2. Cash at bank 241 245 241 245 26 691
D. Il Other assets 36 950 36 950 30
D.I.1. Deferred expenses 36 950 36 950 30



31.12. 2008 1.12. 2007

TOTAL LIABILITIES & EQUITY 15987 448 13 836 261
A. Equity 8 282 225 9 066 000
A.l Share capital 8 800 000 8 800 000
ALl Share capital 8 800000 8 800000
A.ll. Capital funds -901 561 197 658
A.llLL. Share premium 138 540 197 658
AllL3. Gains or losses from the revaluation of assets and liabilities -1040101
A.lll. Statutory funds 80 522 68 342
AllL2. Statutory and other funds 80522 68 342
A.V. Profit or loss for the current period (+ -) 303 264
B. Liabilities 7 681 019 4753434
B.l. Reserves 54 424 57 069
B.l.4. Other reserves 54 424 57 069
B.Il. Long-term liabilities 1562 304 1046 945
B.II.5. Long-term prepayments received 306 107 308 821
B.1I.9. Other payables 1111226 368 764
B.11.10. Deferred tax liability 144971 369 360
B.III. Short-term liabilities 5059714 2324642
B.IIIL1. Trade payables 2840691 1729470
B.II1.4. Payables to partners and association members 169
B.II.5. Payables to employees 281 045 234 649
B.III.6. Social security and health insurance payables 131518 126 876
B.III.7. State - tax payables and subsidies 106 957 33183
B.I11.8. Short-term prepayments received 157 440 22131
B.I11.10. Estimated payables 214110 178 333
B.IL.11. Other payables 1327784
B.IV. Bank loans and borrowings 1004 577 1324778
B.IV.2. Short-term bank loans 1004577 1324778
C.l Other liabilities 24204 16 827
C.I.1. Accrued expenses 24 201 16 827
C.l.2. Deferred income 3
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PROFIT AND LOSS ACCOUNT structured by the nature of expense method

13 months ended 31. 12. 2008

(in CZK thousand)

1. Production 18 590 073
11.1. Sales of own products and services 18499488
11.3. Own work capitalised 90585
B. Purchased consumables and services 11795472
B.1. Consumed material and energy 3042369
B.2. Services 8753103
+ Added value 6794 601
C. Sta  costs 5600370
C.1. Payroll costs 4033816
C.2. Remuneration to members of statutory bodies 7 342
C.3. Social security and health insurance costs 1357602
C.4. Social costs 201610
D. Taxes and charges 2075
E. Depreciation of intangible and tangible fixed assets 1024 874
1. Sales of fixed assets and material 110 621
1.1, Sales of fixed assets 68163
1.2, Sales of material 42458
F. Net book value of fixed assets and material sold 25 066
F.1. Net book value of sold fixed assets 83870
F.2. Book value of sold material 16196
G. Change in reserves and provisions relating to operating activities and complex deferred expenses -155 890
V. Other operating income 310 085
H. Other operating expenses 167 748
* Operating profit or loss 551 064
VIl. Income from non-current financial assets 2976
VI3, Income from other non-current financial assets 2976
IX. Income from the revaluation of securities and derivates 1350
L. Costs of the revaluation of securities and derivates 32000
X. Interest income 1713
N. Interest expenses 51408
XI. Other financial income 204612
O. Other financial expenses 271158
® Financial profit or loss -143 915
Q. Income tax on ordinary activities 103 885
Ql. -due 77 943
Q2. - deferred 25942
** Profit or loss from ordinary activities 303264
HEE Profit or loss for the current period (+/-) 303 264

Frxx Vysledek hospoda eni p ed zdan nim 407 149




STATEMENT OF CHANGES IN EQUITY

13 months ended 31.12. 2008 Share capital Capital funds Statutory funds Accumulated Accumulated Profit or loss for TOTAL EQUITY
(in CZK thousand) profits brought losses brought the current period

forwardt forward
Balance at 1 December 2007 8 800 000 197 658 68 342 9 066 000
Revaluation of non-current financial assets 5353 5353
Change of fair value of hedging derivatives -1295784 -1295784
Change in deferred tax on financial derivatives 250331 250331
Creation of the social fund from the share -59119 59119
premium
Use of the social fund -46 938 -46 938
Profit or loss for the current period 303 264 303 264
Balance at 31 December 2008 8 800 000 -901 561 80522 303 264 8282 225
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CASH FLOW STATEMENT

13 months ended 31. 12. 2008
(in CZK thousand)

P. Opening balance of cash and cash equivalents 27945
Cash flows from ordinary activities
Z. Profit or loss from ordinary activities before tax 407 149
A.l. Adjustments for non-cash transactions 903 825
A.l.1l. Depreciation of fixed assets 1024874
A.1.2. Change in provisions and reserves -155890
A.1l.3. Profit/(loss) on the sale of fixed assets -59 292
A.1.5. Interest expense and interest income 49 694
A.l.6. Adjustments for other non-cash transactions 44 439
A.* Net operating cash ow before changes in working capital 1310974
A.2. Change in working capital 1317556
A.2.1. Change in operating receivables and other assets 5897
A.2.2. Change in operating payables and other liabilities 1375962
A.2.3. Change in inventories -64 303
A.x* Net cash ow from operations before tax and extraordinary items 2628530
A.3. Interest paid -51408
A4, Interest received 1714
A xxx Net operating cash ows 2578 836
Cash flows from investing activities
B.1. Fixed assets expenditures -2784 852
B.2. Proceeds from fixed assets sold 68163
B.3. Loans provided to related parties -24 000
B.*** Net investment cash ows -2 740 689
Cash flow from financial activities
C.1. Change in payables from financing 425069
c.2. Impact of changes in equity -47 177
C.2.5. Payments from capital funds -47 177
C.xxx Net financial cash ows 377 892
F. Net increase or decrease in cash and cash equivalents 216 039
R. Closing balance of cash and cash equivalents 243 984




General information

On 6 May 2009, management of CD Cargo, a.s., prepared the finan-
cial statements for the year ended 31 December 2008 which reflec-
ted the treatment of deferring the costs of repairing wagons. Delo-
itte Audit s.r.o., Karolinska 654/2, 186 00 Prague 8, Corporate ID:
49620592, issued an independent auditor's report on these finan-
cial statements on 6 May 2009 containing a qualified opinion. Subse-
quently, pursuant to the resolution of the Company’s sole sharehol-
der, Ceské drahy, a.s., dated 29 June 2009, management of the Com-
pany decided not to adopt the treatment of deferring the costs of re-
pairing wagons and prepared the restated financial statements for
the yearended 31 December 2008 on 17 July 2009 in terms of Section
17 (4) of Act No. 563/1991 Coll., which do not reflect the treatment
of deferring the costs of repairing wagons and include a refined esti-
mate of the corporate income tax payable.

Incorporation and Description of the Business

CD Cargo, a.s. (hereinafter the “Company”) was formed following its
registration in the Register of Companies on 1 December 2007 throu-
gh the investment of a business part of Ceské drahy a.s.

The Company’s registered office is located at Jankovcova 1569/2c,
Prague 7, HoleSovice.

The Company'’s issued share capital is CZK 8,800,000 thousand and
is fully paid in.

The Company's financial statements have been prepared as of and for
the period ended 31 December 2008. The reporting period is the fis-
cal year from 1 December 2007 to 31 December 2008. The Company
used the information from the opening balance sheet as of 1 Decem-
ber 2007 as comparative information.

The sole owner of the Company is Ceské drahy, a.s.

The principal activities of CD Cargo, a.s. include the provision of
railway transportation of goods with the set of relating services. The
aim of the Company involves improving its leading position on the
freight transportation market both in the Czech Republic and in the
Central European region.

The principal business activity — railway transportation of goods - is
structured by the nature of the flow of goods as follows:

e Local;

® Export;

e Import; and

e Transit.

Pursuant to the structure referred to above, it is appropriate to
structure principal activities by commodities, i.e. by the nature of
transported goods with respect to capacity requirements, require-
ments for vehicles, demands for operating technologies or special
care of shipments:

e Transportation of solid fuels;

e Transportation of ores, metals and machinery products;

e Transportation of chemical products and liquid fuels;

e Transportation of construction material;

e Transportation of wood and paper;

e Transportation of food and agricultural products;

e Combined transportation — logistical solutions for transpor-
tation of shipments using intermodal transportation units,
predominantly containers;

e Automotive; and
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e Transportation of other non-classified commodities.

Principal business activities are supported by four standard products
of other business activities. These focus on the provision of specific
activities separate from the principal activities in terms of process:
e Operation of and transport on non-public railways — railway
sidings;
e Shipment and logistical services — predominantly logistics so-
lution for transportation of shipments;
@ Lease and other management of motor vehicles; and
@ Lease and other management of wagons.

With respect to the listed principal and other activities, the Company
provides the following services:

@ Representation in customs proceedings;

e Operation of customs warehouses;

e Storage of goods and handling of cargo;

e Road freight transportation; and

e Safety advisory for the transportation of dangerous goods.

As part of its business activities, the Company, in its role as transpor-
ter, operates almost 1,060 tariff points with dispatching authority
for transportation of wagon loads and 1,441 railway sidings.

With respect to the volume of transportation, the Company is one
of ten most significant railway companies in Europe and one of the
five largest in the European Union. The Company occupies the fifth
positionin EU member countries in international public freight trans-
portation.

Relationship with SZDC

Expenses incurred in relation to Sprava Zelezni¢ni dopravni cesty, s.o.
predominantly include fees for the allocation of capacity and use of
the railway route and purchases of traction electricity as described
in the Notes ‘Consumed Purchases’ and 'Services'. The income of the
Company predominantly includes damages for closing routes to traf-
fic. As of 31 December 2008, the Company records receivables and
payables and estimated receivables and payables in relation to Spra-
va zeleznicni dopravni cesty, s.o0., the aggregate net value of these
items is a payable of CZK 1,021,410 thousand in the period ended

31 December 2008.

Year-on-Year Changes and Amendments to the Register of
Companies

The Company was recorded in the Register of Companies on 1 De-
cember 2007 with its registered office at nabfezi Ludvika Svobody
1222, Prague 1,110 15. On 2 July 2008, the change in the registered
office to Jankovcova 1569/2¢, Prague 7, HoleSovice, 170 00 was re-
corded in the Register of Companies.

Organisational Structure
The organisational structure is composed of divisions directly repor-
ting to the CEO or divisional directors:

CEQ division

Sales Director division
Operating Director division
Finance Director division

The Executive Director manages common activities defined by the CEO.

In addition, the organisational structure includes operational units
and repair centres for rail vehicles.

The internal organisation of the Company (principles of the organi-
sational hierarchy, organisational structure, principal management
system and authorities of organisational structure units including
the responsibility and authority of managers) is determined in the
Organisational Policy of CD Cargo, a.s.

Group Identification

The Company is part of the Ceské drahy consolidation group. The Ces-
ké drahy group provides comprehensive services relating to the ope-
ration of the railway freight and passenger transportation and additi-
onal and complementary activities, specifically railway research, te-
sting, telematics, accommodation and catering services. Ceské dra-
hy, a.s.is the largest Czech railway transporter with a long-term tra-
dition and contractual operator of most railway routes in the Czech
Republic. The owner of the Ceské drahy group is the Czech Republic.

Statutory Bodies of the Company



The sole owner of the Company is Ceské drahy, a.s. which acts in the
capacity of the general meeting, the supreme body of the Company.
The statutory body of the Company is the five-member Board of Di-
rectors, the supervisory body is the six-member Supervisory Board.
The advisory and initiative body is the three-member Administration
Board, the members of which are appointed by the general meeting
pursuant to the proposal of the Czech Republic — the Transportation
Ministry. The Company has the CEO and the Executive Director who
are not bodies of the Company.

Bodies of the Company as of 31 December 2008:

Board of Directors of €D Cargo, a.s.
@ Ing, Josef Bazala, Chairman of the Board of Directors
@ Ing, Petr Zaluda, Member of the Board of Directors
e Ing, Vaclav Andrysek, Member of the Board of Directors
e Ing, Bogdan Heczko, CPIM, Member of the Board of Directors
@ Ing, Rodan Senekl, Member of the Board of Directors

Ceské drahy, a.s., as the sole owner of the Company acting in the ca-
pacity of the general meeting, recalled Jaroslav Richter, member of
the Board of Directors, and appointed Vaclav Andrysek as a member
of the Board of Directors on 8 July 2008.

Supervisory Board of €D Cargo, a.s.
e Mgr. OldFich Vojif, Ph.D., Chairman of the Supervisory Board
e Radek Nekola, Member of the Supervisory Board
@ Jindfich Nohal, Member of the Supervisory Board
e Ing.Michal Nebesky, Member of the Supervisory Board
@ MUDr. Milan Spacek, Member of the Supervisory Board
@ Ing. Libor Joukl, Member of the Supervisory Board

In the election held from 20 October to 24 October 2008, employe-
es of the Company Radek Nekola and Jindfich Nohal were elected
members of the Supervisory Board of the Company with effect from
1 December 2008 for a five-year term of office. Ceské drahy, a.s., as
the sole owner of the Company acting in the capacity of the general
meeting, appointed Oldfich Vojif, Michal Nebesky, Milan Spacek and
Libor Joukl members of the Supervisory Board of the Company with
effect from 1 December 2008 for a five-year term of office.

Pursuant to the resolution of the founder of the Company, OldFich

\Vojif, Milan Spacek, Tomas Dzik, Libor Joukl, Radek Nekola and Jin-
dfich Bek were appointed members of the Supervisory Board with
effect from the formation of the Company, i.e. 1 December 2007,
for one year. Oldfich Vojif was appointed the first Chairman of the
Supervisory Board.

Administration Board of €D Cargo, a.s.
@ Ing. Miroslav Dvorak, Chairman of the Administration Board
e Mgr. PetrVlasak, Member of the Administration Board
@ Ing. Gustav Slamecka, MBA, Member of the Administration Board

With effect from 10 April 2008, Vladimir Kremlik resigned from the
position of member of the Administration Board. Ceské drahy, a.s., as
the sole owner of the Company acting in the capacity of the general
meeting, appointed Petr Vlasak a member of the Administration Bo-
ard of the Company with effect from 21 May 2008, pursuant to the
proposal of the Czech Republic - the Ministry of Transportation.

Foundation and Formation of the Company

The Company was formed on 31 October 2007. The share capital of
the Company consisted of a non-cash investment of a business part
(in accordance with provisions of the Commercial Code), i.e. the
comprehensive set of immovable and movable assets, intangible as-
sets, receivables, financial assets, inventory and payables, including
employees and relating rights and obligations of the part of business
of Ceské drahy, a.s. The valuation of the non-cash investment was
determined by an expert opinion pursuant to Resolution of the Mu-
nicipal Courtin Prague No. NC 4848/2006 — 20 dated 9 October 2006
which took effect on 24 October 2006.

The subject of the expert opinion was the valuation of the non-cash
investment which is represented by a business part (set of tangib-
le, intangible and staff components of activities of Ceské drahy, a.s.
administered by an integrated, operating and separately operating
unit in freight railway transportation and maintained in a separate
accounting records of this unit), for the purpose of founding a wholly
owned subsidiary joint stock company by the sole founder Ceské dra-
hy, a.s. The expert opinion was prepared by YBN Consult — Znalecky
Ustav s.r.o., Vaclavské nam. 1, Prague 1, appointed by the Justice Mi-
nister by the document with refno. 391/93 - OOD in accordance with
the provisions of Section 21 of Act No. 36/1967 Coll., and the provi-
sions of Section 6 (1) of Regulation No. 37/1967 Coll., on economics
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and the construction industry; properties of construction materials
and products; residential, industrial, agricultural and engineering
structures and market valuation of real estate, companies and their
equity investments, receivables, intangible assets, movable assets,
financial assets; valuation of industrial rights and other intellectual
property; valuation of shares (including trading); assessment of the
impact of dangerous and toxic substances on the value of assets;
transformation of companies (transformation, merger, demerger);
assessment of the value of non-cash investments, changes in the
amount of the share capital of a company; dissolution of companies,
assessment of business plans, etc.

The value of the non-cash investment of the business part deter-
mined by the opinion was based on the finding that there were no
doubts regarding the economic usability of the assets of Ceské drahy,
a.s. after its investment in the newly formed joint stock company CD
Cargo, a.s. as these assets will provide for the principal business acti-
vities of the Company similarly as they did in Ceské drahy, a.s.

With respect to the purpose of the valuation, the value of specified fi-
nancial assets was assessed using two different methods, the results
of which were analysed in detail in individual parts of the valuation.

The set of the invested assets and liabilities was a standalone opera-
tional unit and it had the character of a business part for the value
of which the yield potential is essential. For this reason, the value of
the non-cash investment was determined using the basic yield me-
thod (discounted cash flow method) which is based on anticipated
income of a long-term operating company and its ability to genera-
te available funds for owners. Concurrently, the equity method (i.e.
non-complete substantial value on the replacement cost principle)
was used as a reference method.

The calculation of the non-cash investment of a business part in
Czech crowns was prepared according to documented accounting
supporting documents as of 31 March 2007 and information as of
9 May 2007. In accordance with the verification of the valuation of

the non-cash investment as of 1 December 2007, the value of the
non-cash investment did not achieve the amount determined upon
the formation of CD Cargo, a.s. The difference of CZK 306 million was
recorded as part of short-term receivables (receivables from owners
and association members).

The Company prepared the opening balance sheet as of 1 December
2007.The invested assets and liabilities were valued as they were va-
lued by the investor in its accounting books and records. In addition,
the Company recognised a valuation difference on acquired assets
which includes the positive difference between the valuation of the
company acquired through the investment and the total of valuati-
ons of its individual components of assets in the accounting books
and records of the investing entity, decreased by assumed liabilities.

The following table provides the information from the opening ba-
lance sheet and the impact of adjustments made by the reporting en-
tity and recognised in the reporting period ended 31 December 2008.
These include adjustments of individual assets and liabilities.




Opening balance

Adjustments (net) Reference Balance sheet after

sheet (net) Note no. adjustments (net)

TOTAL ASSETS 13 836 261 44776 13881037

A. Receivables for the subscribed share capital 306 000 306 000
B. Fixed assets 10 297 266 126 893 10424159
B.I. Intangible fixed assets 175169 175169
B.1.3. Software 25229 25229
B.1.4. Valuable rights 3600 3600
B.I.7. Intangible fixed assets under construction 146 340 146 340
B.II. Tangible fixed assets 10112406 126 893 10239299
B.IL1. Land 72616 72616
B.11.2. Structures 391154 391154
B.II.3. Individual movable assets and sets of movable assets 3970935 3970935
B.IL.6. Other tangible fixed assets 19 19
B.II.7. Tangible fixed assets under construction 192754 192754
B.11.8. Prepayments made for tangible fixed assets 410 410
B.I11.9. Valuation difference on acquired assets 5484518 126 893 4.2. 5611411
B.IIIL Non-current financial assets 9691 9691
B.IIL1. Equity investments in subsidiaries 5169 5169
B.II1.2. Equity investments in associates 4522 4522
C. Current assets 3232965 -82117 3150848
C.l. Inventory 98 424 98424
C.lI.1. Material 98412 98412
C.1.6. Prepayments made for inventory 12 12
C.Il. Long-term receivables 8005 8005
C.I1.5. Long-term prepayments made 7827 7827
C.1.7. Other receivables 178 178
C.11. Short-term receivables 3098591 -82117 3016474
C.I1.1. Trade receivables 2593746 -49 291 * 2544 455
C.II1.7. Short-term prepayments made 10090 10090
C.I11.8. Estimated receivables 482554 -32826 4.6. 449728
C.111.9. Other receivables 12201 12201
C.IV. Current financial assets 27 945 27 945
C.IV.1. Cash 1254 1254
C.IV.2. Cash at bank 26 691 26 691
D.l. Deferrals 30 30
D.I.1. Deferred expenses 30 30

*/ Adjustment of receivables and payables as of 1 December 2007 predominantly include translations of foreign currency items using the foreign exchange rate ruling as of the opening balance sheet date and adjustments
of provisions held against receivables.
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Opening balance

Adjustments (net)

Reference Note

Balance sheet after

sheet (net) no. adjustments (net)
TOTAL LIABILITIES 13 836 261 44776 13881037
A Equity 9066 000 9066 000
Al Share capital 8800000 8800000
All. Share capital 8 800 000 8800 000
Al Capital funds 197 658 197 658
Alll. Share premium 197 658 197 658
ALl Statutory funds 68 342 68 342
AlllL2. Social fund 68342 68 342
B. Liabilities 4753434 44776 4798 210
B.I. Reserves 57 069 57 548 114617
B.l.4. Other reserves 57 069 57 548 4.10. 114617
B.II. Long-term payables 1046945 -12003 1034942
B.II.5. Long-term prepayments received 308 821 -12003 */ 296 818
B.I1.9. Other payables 368764 368764
B.II.10. Deferred tax asset 369 360 369 360
B.III. Short-term payables 2324642 -769 */ 2323873
B.IIL1. Trade payables 1729470 -8302 */ 1721168
B.III.5. Payables to employees 234 649 234 649
B.IIL6. Payables arising from social security and health insurance 126 876 126 876
B.III.7. State- tax payables and grants 33183 33183
B.I11.8. Short-term prepayments received 22131 2775 */ 24 906
B.1II.10 Estimated payables 178 333 4758 4.13. 183091
B.IV. Bank loans and borrowings 1324778 1324778
B.IV.2. Short-term bank loans 1324778 1324778
C.l. Accrued expenses 16 827 16 827
C.l.1. Accrued expenses 16 827 16 827

*/Adjustment of receivables and payables as of 1 December 2007 predominantly include translations of foreign currency items using the foreign exchange rate ruling as of the opening balance sheet date and adjustments
of provisions held against receivables.



Accounting policies and
general accounting principles

The financial statements are prepared and presented in accordan-
ce with Accounting Act 563/1991 Coll., as amended, and Regulation
500/2002 Coll., asamended, which provides implementation guidan-
ceon certain provisions of Accounting Act 563/1991, as amended, for
reporting entities that are businesses maintaining double-entry ac-
counting records, and Czech Accounting Standards for Businesses.
The reporting period ended 31 December 2008 includes December
2007 (fiscal period of 13 months).

The accounting books and records are maintained in compliance
with general accounting principles, specifically the requirement
of fair and true presentation of assets, liabilities, equity, expenses
and income and economic result, the historical cost valuation basis
with certain exceptions as described in the Note Derivative Finan-
cial Transactions', the accruals principle, the prudence concept and
the going concern assumption.

Assets and liabilities acquired by the Company as of 1 December 2007
through the investment of the business part of Ceské drahy pursuant
to the contract for the investment of a business part in accordance
with section 60 (2) together with Section 59 (5), with the reasonable
use of provisions in Section 476 et seq. of Act No. 513/1991 Coll., the
Commercial Code, as amended, were transferred to the accounting
books and records of the Company at their carrying amounts.

These financial statements are presented in thousands of Czech
crowns (CZK'000), unless stated otherwise.

The comparative period for the reporting period ended 31 December
2008 is the balance at 1 December 2007 (opening balance sheet). The
Company assumed carrying values from Ceské drahy, a.s. as of that date.
The Company prepared the opening balance sheet as of 1 Decem-
ber 2007. The invested assets and liabilities were valued as valued
by the investor in its accounting books. In addition, the Company
recognised the valuation difference on acquired assets which inclu-
des the positive difference between the valuation of the company
acquired through investment and total of valuations of its indivi-
dual asset components in the accounting books of the investing en-

tity decreased by assumed payables. The Note ‘Foundation and For-
mation of the Company’ shows the information from the opening
balance sheet and the impact of the adjustments made by the enti-
ty and recognised in the reporting period ended 31 December 2008.

Summary of significant
accounting policies

Tangible Fixed Assets

Fixed assets include assets with an estimated useful life greater
than oneyearand an acquisition cost greater than CZK 40 thousand
(tangible assets except for land, buildings and constructions). Land,
buildings and constructions are treated as fixed assets irrespective
of their cost valuation.

Land acquired prior to 1992 and invested as part of the non-cash in-
vestmentis stated at a value prescribed by the regulationissued by the
Finance Ministry ruling at the date of acquisition of assets. Land acqui-
red after the formation of the Company is valued at acquisition cost.
Othertangible fixed assets are stated at acquisition cost. The acqui-
sition cost includes interest on loans provided to fund the acquisiti-
on of assets before commencement of their use and other costs at-
tributable to their acquisition.

Tangible assets produced and generated internally by the Company
are stated at the cost of production comprising direct costs and an
element of administrative overheads.

Tangible assets with an acquisition cost greater than CZK 500 but
less than CZK 40 thousand are expensed in the period of acquisition
and are maintained only in the underlying operational records.

The cost of fixed asset improvements exceeding CZK 40 thousand for
the period increases the acquisition cost of the related fixed asset.
Replacement costs are used in valuing gifts and assets identified
based on physical inventory which were previously not recorded in
the accounting books and records.

The assets acquired under finance or operating lease agreements
(and related liabilities) are not recorded on the balance sheet accor-
ding to the applicable accounting regulations.
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Costs incurred in respect of finance and operating leases are char-
ged to the profit and loss account in the period to which they relate
on an accruals basis.

Depreciation and amortisation is calculated on a straight line ba-
sis over the estimated useful economic lives of the fixed assets. The
estimated useful economic lives for the major categories of assets
are as follows:

Depreciation method (straight line, Number of years

accelerated, machine-hour-rate) 1%

Buildings Straight line 20-50/5-2%
Structures Straight line 20-50/5-2%
Locomotives Straight line 20-25/5-4%
Wagons Straight line 25/4%
Machinery and equipment Straight line 8-20/12.5-4%

At the balance sheet date, the Company recognises provisions aga-
inst fixed assets on the basis of an assessment of the fair values of
individual components or groups of assets.

Assets held under finance leases are depreciated by the lessor.
Technical improvements on leasehold tangible fixed assets are de-
preciated on a straight line basis over the shorter of the lease term
or the estimated useful life.

The gain or loss arising on the disposal or retirement of an asset is
determined as the difference between the sales proceeds and the
net book value of the asset at the sale date and is recognised throu-
gh the profit and loss account.

The valuation difference on acquired assets is composed of a positive or
negative difference between the valuation of the business or part there-
of acquired and the sum of the carrying values of individual components
of assets of the selling, investing or dissolving entity net of assumed li-
abilities. A positive difference on acquired assets is amortised to expen-
ses on a straight line basis over 180 months from the acquisition of the
business or part thereof or from the effective date of transformation.

Intangible Fixed Assets

Intangible fixed assets include assets with an estimated useful life
greater than one year and an acquisition cost greater than CZK 60
thousand on an individual basis.

Intangible fixed assets are carried at cost. The logo of the Compa-
ny is also carried at cost. Intangible assets with an acquisition cost

lower than CZK 60 thousand are expensed upon acquisition and
classified in operating records.

Amortisation of intangible fixed assets is recorded on a straight line
basis over their estimated useful lives as follows:

Amortisation method (straight line, Number of years

accelerated, machine-hour-rate) 1%

Research and development Straight line 3/33.3%
Software Straight line 3/33.3%
Valuable rights Straight line 6/16.7%
Other intangible fixed assets Straight line 6/16.7%

Start-up Costs

Start-up costs include expenses relating to the formation of the Com-
pany capitalised since the date of the Company's formation. Start-up
costs will be amortised over 5 years after the formation of the Com-
pany in accordance with Section 65a of the Commercial Code.

Patents and Trademarks

Patents and trademarks are measured initially at purchase cost and
are amortised on a straight line basis over their estimated useful li-
ves.

Non-Current Financial Assets

Non-current financial assets principally consist of loans with matu-
rity exceeding one year, equity investments, securities and equity in-
vestments available for sale and debt securities with maturity over
one year held to maturity.

Upon acquisition securities and equity investments are carried at
cost. The cost of securities or equity investments includes the direct
costs of acquisition, such as fees and commissions paid to brokers,
advisors and stock exchanges.

At the date of acquisition of the securities and equity investments,
the Company categorises these non-current financial assets based
on their underlying characteristics as equity investments in subsidi-
aries and associates or debt securities held to maturity, or securities
and equity investments available for sale.

Investments in enterprises in which the Company has the power to
govern the financial and operating policies so as to obtain benefits
from their operations are treated as '‘Equity investment in subsidia-
ries’.

Investments in enterprises in which the Company is in a position to



exercise significant influence over their financial and operating po-
licies so as to obtain benefits from their operations are treated as
‘Equity investments in associates!

Equity investments in subsidiaries and associates have been recorded
at the value established using the equity method of accounting. The
equity investment is recognised at cost upon acquisition and subse-
quently revalued at the balance sheet date to reflect the value equi-
valent to the Company's proportion of a subsidiary/associate’s equi-
ty. Other non-current financial assets have been valued at cost net of
provisions, if any.

Derivative Financial Transactions

The Company designates derivative financial instruments as either
trading or hedging. The Company’s criteria for a derivative instru-
ment to be accounted for as a hedge are as follows:

e At the inception of the hedge, a decision was made regarding
hedged items and hedging instruments, the approach to es-
tablishing and documenting whether the hedge is effective,
and the hedging relationship is formally documented;

e The hedge is highly effective (that s, within a range of 80 per-
cent to 125 percent); and

® The hedge effectiveness can be measured reliably and is as-
sessed on an ongoing basis.

If derivative instruments do not meet the criteria for hedge accoun-
ting referred to above, they are treated as trading derivatives.
Derivative financial instruments are carried at fair value at the balan-
ce sheet date. In determining the fair value, the Company used a re-
asonable estimate.

The fair value of financial derivatives is determined as the present va-
lue of expected cash flows arising from these transactions. The pre-
sent value is established on the basis of common market-recognised
models. Parameters identified on an active market such as foreign
exchange rates, yield curves, volatility of relevant financial instru-
ments etc are subsequently included in these pricing models.

Fair value changes in respect of trading derivatives are recognised as
an expense or income from derivative transactions as appropriate.
Accounting policies by type of the hedging relationship are used for
hedging derivatives. The Company uses the cash flow hedge method.
A cash flow hedge is a hedge of the exposure to variability in cash
flows that is attributable to a particular risk associated with a legal-
ly enforceable contract, a forecasted future transaction, groups of as-
sets, groups of liabilities, legally enforceable contracts or forecasted

future transactions with similar characteristics where the same type
and category of risk is the subject of the hedge. Gains or losses ari-
sing over the term of the hedge from changes in fair values of hedging
derivatives contracted under cash flow hedging that are attributable
to the hedged risks are retained on the balance sheet. The gains or
losses are taken to income or expenses in the same period in which
the income or expenses associated with the hedged item are reco-
gnised. In circumstances where this takes places before the maturity
of the derivative, this derivative is internally classified as a fair value
hedge derivative. Gains or losses arising from changes in fair values of
hedging derivatives contracted under cash flow hedging that are at-
tributable to unhedged risks are recorded as expenses orincome from
derivative transactions at the measurement date.

Inventory

Purchased inventory is valued at acquisition cost which also includes
costs attributable to the acquisition, such as transportation costs,
customs duties and other related indirect costs.

Inventory produced internally is valued at the internal costs of produ-
ction including direct costs and an element of overhead costs.
Inventory is issued out of stock at costs determined using the weigh-
ted arithmetic average method.

Inventory identified during the stock count and previously unrecor-
ded in the accounting records, inventory originating from excess ma-
terial from the disposal or repairs of fixed assets or any possible dona-
tions are stated at replacement cost.

At the balance sheet date, provisions are made against inventory on
the basis of stock taking results. Each type of inventory is assigned
a percentage indicating the estimated temporary impairment due to
the likelihood of this inventory not being usable for the Company'sin-
ternal purposes or being disposed of at a price lower than cost.

Receivables

Upon origination, receivables are stated at their nominal value.
Receivables acquired through assignment are carried at cost.
Receivables due within one year from the balance sheet date are
reported as short-term balances. Other receivables are recorded as
long-term.

As of the balance sheet date, provisions are recognised depending on
the anticipated recoverability of receivables pursuant to the indivi-
dual assessment of receivables.
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Trade Payables

Upon origination, payables are stated at their nominal value. Pa-
yables acquired through assignment are carried at cost.

Payables due within one year from the balance sheet date are repor-
ted as short-term balances. Other payables arerecorded aslong-term.

Loans

Loans are stated at their nominal value. The portion of long-term lo-
ans maturing within one year from the balance sheet date is inclu-
ded in short-term loans. Borrowing costs arising from loans attribu-
table to the acquisition, construction or production of fixed assets are
accrued until the inclusion of assets are capitalised as part of the cost
of such assets. All other borrowing costs are recognised in the profit
and loss account in the period in which they are incurred.

Equity

As of the Company's formation date on 1 December 2007, the invest-
ment in the Company consisted of the part of Ceské drahy (set of tan-
gible and intangible assets, and staff components of business activi-
ties used for the railway freight transportation) in values revalued by
an expert. The value of these assets listed in the Deed of Foundati-
on as of the Company formation date was reported as the Company's
equity and share premium.

Gains or losses from the revaluation of assets and liabilities predomi-
nantly include the fair value of hedging derivatives and the value of
revaluation of non-current financial assets using the equity method
of accounting.

The Company created a social fund. Its creation and use are stipulated
by internal guidelines of the Company.

Reserves

Reserves are intended to cover future obligations or expenditure, the
nature of which is clearly defined and which are either likely to be
incurred or certain to be incurred, but which are uncertain as to the
amount or the date on which they will arise.

Thereservefora potential impact of legal disputes is recognised based
on an estimate of the anticipated results of ongoing legal disputes.
The reserve for outstanding vacation days is established on the basis of a
reasonable estimate as equal to the estimated future cash out” ows trigge-
red by the use of vacation days that remained outstanding at the year-end.
The reserve for complaints in freight transportation is created using a
reasonable estimate of the amount of anticipated future cash outlays.

Foreign Currency Translation

Transactions denominated in foreign currencies are recorded at the
fixed exchange rate announced by the Czech National Bank on the
first day of each month. Payments are recorded at the rate prevai-
ling on the payment date. At the balance sheet date, assets and lia-
bilities denominated in foreign currencies are translated at the ex-
change rate of the Czech National Bank ruling as of that date.

Any resulting foreign exchange rate gains and losses are recorded
through the current year's financial expenses or revenues as appro-
priate.

Finance Leases

A finance lease is the acquisition of a tangible fixed asset such that,
over or after the contractual lease term, ownership title to the asset
transfers from the lessor to the lessee; pending the transfer of title the
lessee makes lease payments to the lessor for the asset that are char-
ged to expenses.

Theinitial lump-sum payment related to assets acquired under finance
leases is amortised and expensed over the lease period.

Leasehold improvements are depreciated over the lease term. Fol-
lowing the transfer of ownership title to the leased asset to the lessee,
the cost of improvements is added to the value of acquired assets and
the depreciation of this increased amount continues.

Contractual Fines and Default Interest

In accordance with Czech legislation ruling at the balance sheet date,
contractual fines and interest on late payments of receivables and pa-
yables are recorded when the receivable originates or the payable is
incurred.

Taxation
Depreciation of Fixed Assets for Tax Purposes. Depreciation of fixed
assets is calculated using the straight line method for tax purposes.

Current Tax Payables

Management of the Company has recognised a tax payable and a tax
charge based on its tax calculation which follows from its understan-
ding of the interpretation of Czech tax legislation valid at the finan-
cial statements date and believes that the amount of tax is correctin
compliance with the effective Czech tax regulations. Since various in-
terpretations of tax laws and regulations by third parties, including
state administrative bodies, exist, the income tax payable reported




in the Company's financial statements may change based on the ulti-
mate opinion of the tax authorities.

Deferred Tax

Deferred tax is accounted for using the balance sheet liability me-
thod. Under the liability method, deferred tax is calculated at the in-
come tax rate that is expected to apply in the period when the tax li-
ability is settled or the asset realised. The balance sheet liability me-
thod focuses on temporary differences which are differences between
the tax base of an asset or liability and its carrying amount in the ba-
lance sheet. The tax base of an asset or liability is the amount that
will be deductible for tax purposes in the future.

The carrying amount of deferred tax assets is reviewed at each balan-
ce sheet date and reduced to the extent that it is no longer probable
that sufficient taxable profit will be available to allow all or part of
the asset to be recovered.

Impairment

At each balance sheet date, the Company reviews the carrying
amounts of its assets to determine whether there is any indication
that those assets have suffered an impairment loss. If any such indi-
cation exists, the recoverable amount of the asset is estimated in or-
der to determine the extent of the impairment loss (if any). Where it
is not possible to estimate the recoverable amount of an individual
asset, the Company estimates the recoverable amount of the cash-
generating unit to which the asset belongs.

Government Grants

Grants received to offset costs are recognised as other operating and
financial income over the period necessary to match them with the
related costs. Grants received to acquire tangible and intangible fi-
xed assets and technical improvements and grants towards interest
expenses added to the cost are deducted in reporting their cost orin-
ternal cost.

Revenue and Expenses

Revenue from transportation is recognised in the period in which
the transportation services were provided.

Expenses and revenue arising from these activities are recognised
in the profit or loss in the period to which they relate on an accrual
basis.

Use of Estimates

The presentation of financial statements requires management to
make estimates and assumptions that affect the reported amounts
of assets and liabilities at the balance sheet date and the reported
amounts of revenues and expenses during the reporting period.
Management of the Company has made these estimates and as-
sumptions on the basis of all the relevant information available to
it. Nevertheless, pursuant to the nature of estimates, the actual re-
sults and outcomes in the future may differ from these estimates.

Extraordinary Expenses and Income

Extraordinary items are income or expenses that arise from events
or transactions that are clearly distinct from the ordinary activi-
ties of the Company as well as income or expenses from events or
transactions that are not expected to recur frequently or regularly

Changes in Accounting Policies

The calculation of the value of the non-cash investment of a busi-
ness part in Czech crowns was prepared according to the presen-
ted accounting documents as of 31 March 2007 and information as
of 9 May 2007. Pursuant to the verification of the non-cash invest-
ment valuation as of 1 December 2007, the value of the non-cash in-
vestment did not achieve the amount determined upon the formati-
on of €D Cargo, a.s. The difference of CZK 306 million was recorded
as a receivable for subscribed capital in the opening balance sheet.
Pursuant to a legal analysis, it was reclassified to short-term recei-
vables — receivables from partners and association members in De-
cember 2008.

Cash Flow Statement

The cash flow statement is prepared using the indirect method.
Cash equivalents include current liquid assets easily convertible
into cash in an amount agreed in advance. Cash and cash equiva-
lents can be analysed as follows.

(CZK'000) 31Dec 2008 1Dec 2007
Cash on hand and cash in transit 2739 1254
Cash at bank 241 245 26691
Total cash and cash equivalents 243984 27 945

Cash flows from operating, investment and financial activities pre-
sented in the cash flow statement are not offset.
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Additional information on the balance sheet and pro t and loss account

Fixed Assets

Intangible Fixed Assets

Cost
(CZK'000) Balance at 1 Dec 2007 Additions Disposals Balance at 31 Dec 2008
Start-up costs 0 28492 0 28492
Software 59400 177 274 1521 235153
Valuable rights 3600 665 0 4265
Intangible FA under construction 146 340 135381 205733 75988
Total 209 340 341812 207 254 343 898

Accumulated Amortisation
(CZK'000) Balance at 1 Dec 2007 Additions Disposals Balance at 31 Dec 2008
Start-up costs 0 4274 0 4274
Software 34171 45 361 1521 78 011
Valuable rights 0 780 0 780
Total 34171 50 402 1508 83 065

Net Book Value
(CzZK'000) Balance at 1 Dec 2007 Balance at 31 Dec 2008
Start-up costs 0 24218
Software 25229 157142
Valuable rights 3600 3485
Intangible FA under construction 146 340 75988
Total 175169 260 833




In the year ended 31 December 2008, the Company recorded no significant disposals of intangible fixed assets. Intangible fixed assets predominantly in-
clude the logo of the Company, IS formation yards, upgrade of SAP, MS EA, IS OPT licences and IS central wagon navigation.

Intangible fixed assets under construction predominantly include development of software for the railway transportation and financial management of

the Company.

Start-up Costs

Start-up costs included capitalised expenses since the formation of the Company of CZK 28,492 thousand; the amortisation in the period ended 31 De-
cember 2008 amounted to CZK 4,274 thousand.

Tangible Fixed Assets

Cost

(CZK '000) Balance at 1 Dec 2007 Additions Disposals Balance at 31 Dec 2008
Land 72616 0 0 72616
Buildings 887 094 68 376 0 955470
Individual movable assets 16 993 852 2758083 711 357 19040578
- Machinery and equipment 407 572 14477 10527 411522
- Vehicles 16559443 2743606 699 498 18 603 551
- Furniture and fixtures 26 837 0 1332 25505
Works of art 19 0 0 19
Tangible FA under construction 192754 2756494 2828646 120602
Prepayments for tangible fixed assets 410 13886 7 806 6490
Valuation difference on acquired assets 5484518 126 893 0 5611411
Total 23 631 263 5723732 3547 809 25807 186
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Accumulated Depreciation

(CZK'000) Balance at 1 Dec 2007 Additions Disposals Balance at 31 Dec 2008
Buildings 495940 19108 0 515048
Individual movable assets 12871426 663108 711 357 12823177
- Machinery and equipment 325884 13012 10445 328451
- Vehicles 12521018 649 643 699 544 12471117
- Furniture and fixtures 24 524 453 1368 23609
Valuation difference on acquired assets 0 405 269 0 405 269
Total 13 367 366 1087 485 711 357 13743494
Provisions
(CZK '000) Balance at 1 Dec 2007 Additions Disposals Balance at 31 Dec 2008
Individual movable assets 151491 98223 153157 96 557
- Vehicles 151491 98 223 153157 96 557
Total 151491 98 223 153157 96 557




Net Book Value

(CZK '000) Balance at 1 Dec 2007 Balance at 31 Dec 2008
Land 72616 72616
Buildings 391154 440422
Individual movable assets 3970935 6120 844
- Machinery and equipment 81688 83071
- Vehicles 3886934 6035877
- Furniture and fixtures 2313 1896
Works of art 19 19
Tangible FA under construction 192754 120602
Prepayments for tangible fixed assets 410 6490
Valuation difference on acquired assets 5484518 5206142
Total 10112 406 11967 135

Additions to tangible fixed assets with the net book value of CZK
708,345 thousand predominantly include completed improvements.

During the reporting period, tangible fixed assets did not significant-
ly decrease.

Real estate predominantly includes buildings and land. Land and
buildings exclude the assets forming the railway route which are
owned by the state.

Vehicles predominantly include rail vehicles (locomotives, other rail
vehicles) used for the operations of the railway freight transporta-
tion. These items are provisioned in the amount of the difference
between the accounting net book value and the estimated fair value
(usually the net income from the sale or disposal of the assets) in the
approximate amount of CZK 96,557 thousand.

Principal items of prepayments made for tangible fixed assets are
provided prepayments for sanding equipment. Principal additions to
tangible assets include improvements of rail vehicles.

In the period ended 31 December 2008, the Company acquired tan-
gible fixed assets recognised in expenses in the amount of CZK
253,827 thousand. These assets are low value tangible assets com-
prising other movable assets and sets of movable assets with an es-
timated useful life greater than one year not reported within fixed
assets. These assets are accounted for as inventory and they are ex-
pensed.

Fixed Assets Pledged as Security
As of 31 December 2008, assets of the Company were not pledged
as security.

Investment Grants
In the period ended 31 December 2008, the Company received no in-
vestment grants.
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Assets Held under Finance Leases

Finance Leases

Description Date of inception Termin Total lease value  Payments made Payables as- Payments made at Due in 2009 Due in the
(CzZK'000) months (net of VAT)  to CD a.s. before sumed from €D 31 Dec 2008 from the following years
30 Nov 2007 as of 1 Dec 2007 _inception of the lease

Locomotive 709 Jan 2007 120 59259 5403 53856 11788 5934 41537
Wagons:

Sgnss Jan 2007 123 441 504 27 884 413620 75133 44 409 321962
Sgnss — Framework contract Oct 2005 96 145613 40135 105478 60757 19080 65776
Habbilnss -n- Dec 2005 96 866711 180953 685758 305580 11600 549 531
Zacns -n- April 2006 96 81276 15523 65753 27170 10440 43666
Tadnss/Tadgnss -»- May 2006 96 294719 50702 244017 91484 37680 165555
Sggmrss 90~ Dec 2007 60 381803 0 0 44179 60313 277 311
Sggrss 80~ July 2008 60 709 065 0 0 19228 110704 579133
753.7 Dec 2008 120 88752 0 0 740 9253 78759
Total 3068 702 320 600 1568 482 636 059 309413 2123 230

Note: The total lease value during the payment of instalments is impacted by the change in interest rates.

Operating Leases

In the period ended 31 December 2008, the Company did not use

operating leases.

Non-Current Financial Assets

Cost
(CZK '000) Cost Fair value
Balance at 1 Dec 2007 Additions Disposals Revaluation at 31 Dec 2008 Balance at 31 Dec 2008

Equity investments in subsidiaries 5169 4072 1000 20201 28442
Equity investments in associates 4522 36029 0 -14 680 25871
Total 9 691 40101 1000 5521 54 313




Equity Investments in Subsidiaries

Name of the entity Registered o ce Cost Balance at Revaluation Oownership Equity Profit Valuation at
(CZK '000) 1 Dec 2007 percentage or loss 31 Dec 2008
CD Generalvertretung GmbH Kaiserstrasse 60, 60 329

Frankfurt am Main, Germany 1375 1375 8880 100 10255 5117 10255
Koleje Czeskie Sp. z 0.0. Wspélna 35/5, 00 519 War-

saw, Poland 749 749 2535 100 3284 1670 3284
CD - Generalvertretung Wien GmbH Rotenturm

strale 22/24,1010 Vienna,

Austria 1126 0 5261 100 6387 3935 6387
Generalne zastdpenie CD Cargo, s.r.o.  Prievozska 4/B, 821 09

Bratislava 169 0 2115 100 2285 2106 2284
Terminal K terminalu 614/11, Brno
Brno, a.s. 619 00 1210 0 3 61 2005 5 1213
CD-DUSS Terminal, a.s. Lukavecka 1189, Lovosice

41002 2 040 2 040 2096 51 8109 2965 4136
CDTranss.r.o. K. Marxe 19, 224005 Brest,

Belarus 756 0 127 51 1731 -205 883
RAILLEX a.s. Praha 5, Trnkovo nam. 3,

152 00 1020 1005 -985 50 -11 348 -13 306 0
Total 8 445 5169 20032 22708 2292 28442

The non-cash investment of the business part upon the formation
of CD Cargo, a.s. (hereinafter referred to as“CD Cargo”) included the
capital investment in the following companies: RAILLEX, a.s. (equity
investment of CD Cargo of 51 percent), CD-DUSS Terminal, a.s. (equi-
ty investment of 51 percent), CD Generalvertretung GmbH (equity in-
vestment of 100 percent) and Koleje Czeskie Sp. z 0.0. (100 percent).
During the period ended 31 December 2008, the following compa-
nies with the equity investment of CD Cargo were formed: Terminal
Brno, a.s. (60.5 percent), Generalne zastipenie CD Cargo, s.r.o. (100
percent) in Slovakia, and CD Trans s.r.o. (51 percent) in Belorussia. In
addition, CD Cargo purchased the equity investment in CD — Gene-
ralvertretung Wien GmbH (100 percent) and sold part of the equity
investment in RAILLEX, a.s. (1 percent).

Terminal Brno, a.s.

The company was formed on 20 December 2007 through a cash in-
vestment and recorded in the Register of Companies on 25 July 2008.
The share capital is CZK 2 million. The equity investment in CD Cargo
is 60.5 percent (i.e. CZK'1.21 million).

Principal activities include storage of goods and handling of cargo
(storage of shipments in the combined transportation - containers,
exchangeable superstructures and road semi-trailers), technical acti-
vitiesin transportation, real estate activity and facility management.

¢D-DUSS Terminal, a.s.

The company was recorded in the Register of Companies on 1 March
2007. The share capital amounts to CZK 4 million. The equity invest-
ment of CD Cargo is 51 percent (i.e. 2.04 million). The other share-
holder is DB Mobility Logistics AG with an equity investment of 49
percent.

The company is engaged in operations of container terminals, in-
cluding additional services (road collection and distribution of ship-
ments, repairs stock-pile of load units).

CD Generalvertretung GmbH

The company was formed through a non-cash transaction and recor-
ded in the Register of Companies in Germany on 11 October 2004.
The share capital amounts to EUR 50 thousand. CD Cargo is the sole
owner. The company is engaged in mediation of services in freight
transportation on behalf of and for CD Cargo, general representati-
on, and comprehensive general information services for customers
of CD Cargo.

Koleje Czeskie Sp. z o0.0.
The company was formed through a non-cash investment and recor-
ded in the Register of Companies in Poland on 18 December 2006.
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The share capital is PLN 100 thousand. CD Cargo is the sole owner.
The company is engaged in the mediation of services in freight trans-
portation on behalf of and for CD Cargo, general representation,
comprehensive general information services for customers on the
territory of Poland, Lithuania, Latvia and Estonia.

CD Generalvertretung Wien GmbH

The company was formed on 19 March 2007 through a non-cash in-
vestment and recorded in the Register of Companies in Austria on 30
March 2007. The share capital amounts to EUR 45 thousand. CD Car-
go is the sole shareholder.

The company is engaged in mediation of services in freight transpor-
tation, business representation in Austria, Italy, parts of Hungary,
Switzerland and former Yugoslavia.

Generalne zastipenie €D Cargo, s.r.o.

The company was formed on 4 August 2008 through a non-cash in-
vestment and recorded in the Register of Companies in Slovakia on
24 September 2008. The share capital is SKK 200 thousand. CD Cargo
is the sole owner.

The company is engaged in business representation and mediation
services in transportation.

€D Trans s.r.o.

The company was formed on 4 February 2008 through a non-cash
investment and recorded in the Register of Companies in Belarus on
23 April 2008. The share capital amounts to USD 100 thousand. The
equity investment of CD Cargo is 51 percent (i.e. USD 51 thousand).
The company is engaged in transportation and transport of cargo in-
cluding services in the Brest terminal.

RAILLEX, a.s.

The company was formed through a non-cash investment and recor-
ded in the Register of Companies on 17 June 2006. The share capi-
tal amounts to CZK 2 million. The equity investment of CD Cargo is
50 percent (i.e. CZK 1 million).

The company is managed using the standard method.

The Company is engaged in storage of goods and handling of cargo,
technical services in transportation, advertising and marketing.




Equity Investments in Associates

Name of the entity Registered o ce Cost Balance at Revaluation Ownership Equity Profit Valuation at
(CZK '000) 1 Dec 2007 percentage or loss 31 Dec 2008
CD Logistics, a.s. Opletalova 1284/37, Prague 1,110 00 3400 0 668 34 11965 3096 4068
BOHEMIAKOMBI, spol. sr.o. Opletalova 6, Prague 1 110 00 7022 4522 -2073 30 16 495 -2 206 4949
Ostravska dopravni spolecnost, a.s.  Pfivoz, U Tiskarny 619/9, Ostrava 702 00 30128 0 -13274 20 84270 42433 16 854
Total 40 550 4522 -14 679 112730 43 323 25871

The non-cash investment of a business part involved the equity in-
vestment into BOHEMIAKOMBI, spol. sr.o. (20 percent).

During the reporting period ended 31 December 2008, CD Cargo ac-
quired equity investments in the following companies: CD Logistics,
a.s. (34 percent) and Ostravska dopravni spole¢nost, a.s. (20 per-
cent). In addition, CD Cargo purchased an equity investment in BO-
HEMIAKOMBI, spol. sr.0. (10 percent).

€D Logistics, a.s.

The company was formed on 17 April 2007 through a non-cash in-
vestment and recorded in the Register of Companies on 16 June
2007. The share capital amounts to CZK 10 million. CD Cargo holds
an equity investment of 34 percent (CZK 3.4 million). The company is
engaged in storage and handling of materials.

BOHEMIAKOMBI, spol.sr.o.

The company was formed through a non-cash investment and recor-
ded in the Register of Companies on 17 April 1992. The share capital
is CZK 6 million. CD Cargo holds an equity investment of 30 percent
(CZK 1.8 million). The company is engaged in mediation of services in
transportation except for transportation by own vehicles.

Ostravska dopravni spole nost, a.s.

The company was recorded in the Register of Companies on 30 May
1995. The share capital is CZK 15 million. The equity investment of CD
Cargois 20 percent (i.e. CZK 3 million).

The company is engaged in operating railway transportation and le-
ase of locomotives.
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Loans and Borrowings to Associates

Entity (CZK '000) Relation to the Company Interest rate Collateral Maturity date Currency Nominal value Carrying amount
Railex,a.s. Associate 1 M Pribor+3%p.a. 20 Dec 20013 CZK 24 000 24 000
Total 24 000 24 000

Of the aggregate loan of CZK 24,000 thousand, the short-term receivable amounted to CZK 4,800 thousand and the long-term receivable amounted to
CZK 19,200 thousand.

Other Debt Securities Held to Maturity
The Company holds no long-term securities and equity investments not reported in Notes ‘Equity Investments in Subsidiaries’ and ‘Equity Investments in
Associates’.

Inventory

(CZK ‘'000) 1 Dec 2007 31 Dec 2008
Spare parts and other components for rail vehicles and locomotives 36792 57079
Other spare parts and other low value components 46761 79718
Fuels and other crude oil based products 2791 4209
Rail switches, turntables, traversers and components for the track superstructure 16 7
Work shoes and protective supplies 3489 2715
Other 8563 18999
Total acquisition cost 98 412 162 727
Provisions 0 0
Net book value 98412 162 727

The Company recognised no provisions. The inventory is continually stabilised on the optimum level for operations of the organisational structure units
of CD Cargo, a.s.

Short-term Receivables

Trade Receivables

Receivables (CZK ‘000) Total Before due date Past due date 0-90 91-180 181-365 366-730 over 730
31 Dec 2008 gross 2276214 1972798 303416 104933 27 832 30010 139534 1107
31 Dec 2008 provisions -2491 -2491 -2159 -111 -221
31 Dec 2008 net 2273723 1972798 300925 104933 27 832 27 851 139423 886
1 Dec 2007 gross 2624228 1925063 699165 592 580 17 880 17 284 29420 42001
1 Dec 2007 provisions -30482 -21903 -8 579 9 -5949 -599 -2 040

1 Dec 2007 net 2593746 1903160 690 586 592589 17 880 11335 28821 39961



Receivables past their due date include receivables arising from unpaid VAT by foreign railway organisations and receivables from railway organisations
from the Balkans. The Company actively negotiates with debtors; these receivables are gradually repaid by foreign railway organisations specifically in
the form of mutual offsets and repayment schedules. The Company believes that these receivables will be repaid and therefore it recognises no provisions
against them.

Short-term Intercompany Receivables

Short-term trade receivables

Name of the entity (CZK ‘000) Balance at 31 Dec 2008
CD, a.s. 66 755
CD - Telematika, a.s. 28
Tra ova a strojni spolecnost, a.s. 135
Vyzkumny Ustav Zeleznicni, a.s. 20
DPOV, a.s. 12681
Total short-term intercompany receivables 79 619

Receivables — Controlling Entity

The investment of the business part resulted in the full payment of the registered share capital of the Company. For this reason, the Company reports no
receivable for subscribed capital. The receivable of CZK 306 million as the difference between the valuation of the investment on the Company formati-
on date and valuation as of the Company formation date is presented as a receivable from Ceské drahy as disclosed in the Note ‘Cash Flow Statement".

Estimated Receivables
As of 31 December 2008, the Company recognised estimated receivables as follows:

1 Dec 2007 31 Dec 2008
Income from international transportation of wagon loads - export 45220 41095
Income from international transportation of wagon loads - import 54 460 64651
Income from international transportation of wagon loads - transit 97 297 94 826
Income from local transportation of wagon loads 281 73
Other estimated receivables (lease and repairs of wagons, financial bonuses, damages) 236712 264 399
Income from border services 48584 41838
Estimated receivables — CD, a.s 0 271
Total estimated receivables 482 554 507 153
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The comparative information as of 1 December 2007 is disclosed in the opening balance sheet before the adjustment of opening balances that were reco-
gnised during the reporting period as disclosed in the Note ‘Foundation and Formation of the Company'.

Deferred Expenses
Deferred expenses amounted to CZK 36,950 thousand as of 31 December 2008. This amount predominantly included deferred low value tangible assets
and ZDC's capacity.

Equity

The share capital of the Company is composed of the non-cash investment of a business part of Ceské drahy, a.s. as the sole owner and amounts to CZK
8,800,000 thousand. The share capital of the Company is structured into 100 ordinary registered shares with a nominal value per share. The shares of the
Company are in the certificate form and their transferability is restricted.

Changes in Equity
The revaluation of the financial assets using the equity method of accounting amounts to CZK 5,353 thousand, the revaluation of hedging derivatives

amounts to CZK 1,295,784 thousand and the deferred tax from derivative financial instruments amounts to CZK 250,331.

Statutory and reserve funds of CZK 80,522 thousand include the allocation to the social fund of CZK 127,460 thousand with a charge against the share
premium (CZK 68,342 thousand was recognised upon the non-cash investment, CZK 59,119 thousand was recognised in the reporting period ended
31 December 2008) and the drawing of the fund of CZK 46,938 thousand.

Gains and Losses from the Revaluation of Assets and Liabilities

Set out below are movements on the Gains and losses from the revaluation of assets and liabilities account

Balance at 1 Dec 2007 (CZK '000)

Settlement of derivatives hedging future cash flows -1295784
Change in the valuation of an equity investment accounted for using the equity method of accounting 5353
Change of method in respect of deferred taxation 250331
Balance at 31 Dec 2008 -1 040100
Reserves
(CZK'000) Balance at 1 Dec 2007 Adjustment of the balance at 1 Dec 2007 Recognition Use Balance at 31 Dec 2008
Reserve for complaints 23274 0 17 600 23274 17 600
Reserve for legal disputes 0 8606 8000 8606 8000
Reserve for outstanding vacation days 0 48942 28824 48942 28824
Reserve for bonuses 33795 0 0 33795 0
Total 57 069 57 548 54 424 114 617 54 424

The adjustment of the balance as of 1 December 2007 is the correction of the opening balance as described in the Note 'Foundation and Formation of the
Company".



Long-Term Payables

(CZK'000) 1 Dec 2007 31 Dec 2008
Long-term prepayments received 308821 306 107
Long-term supplier payables 368764 1111226
Total 677 585 1417 333
Short-term Payables
Aging of Short-Term Trade Payables
Payables (CZK '000) Total Before due date Past due date 0-90 91-180 181-365 366-730 over 730
31 Dec 2008 2840691 2722393 118 298 101 760 11875 4663 0 0
1 Dec 2007 1729470 1466911 262 559 262 302 208 49 0 0
Intercompany Payables
Short-term trade payables
Name of the entity (CZK ‘000) Balance at 31 Dec 2008
(D, as. 282689
CD - Telematika, a.s. 86 544
Tra ova a strojni spolecnost, a.s. 1024
Vyzkumny Ustav ZelezniZni, a.s. 133
DPOV, a.s. 191 844
Total short-term payables 562 234
Estimated Payables
As of 31 December 2008, the Company recognised estimated payables as follows:
(CZK'000) 1 Dec 2007 31 Dec 2008
Unbilled non-investment supplies 5152 39372
Unbilled investment supplies 0 140
Other estimated payables (repairs and lease of wagons) 125886 94768
Expenses for border services 47 295 36125
Estimated payables - CD-T, a.s. 0 5
Estimated payables - CD, a.s. 0 43700
178 333 214110

Total estimated payables

The comparative information as of 1 December 2007 is presented in the opening balance sheet before the adjustments of the opening balances that were
recognised in the reporting period as disclosed in the Note ‘Foundation and Formation of the Company'.
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Bank Loans

Long-Term Bank Loans
The Company used no long-term loans.

Short-Term Bank Loans and Short-term Financial Borrowings

Overdraft Loans

Bank (CZK ‘000) Loan currency

Balance at 1 Dec 2007

Balance at 31 Dec 2008 Interest rate Form of collateral

Ceskoslovenska obchodni banka, a.s. czK 755542 632883 O/N Pribor+0.7 p.a. No collateral
Komercni banka, a.s. CZK 569 235 371694 O/N Pribor+0.5 p.a. No collateral
Total 1324777 1004 577
Derivative Financial Instruments
31 Dec 2008

(CZK'000) Positive fair value Negative fair value Total
Derivatives designated as fair value hedges 0 32000 -32000
Derivatives designated as cash flow hedges 83485 1379269 -1295784
Total 83 485 1411 269 -1327 784

To hedge foreign exchange rate losses arising from the strengthening
of the Czech crown, the Company uses currency option strategies —
combination of purchased put options and sold call options in the
period ended 31 December 2008.

The aggregate monthly volume of put options amounted to EUR
15,660 thousand.

The aggregate monthly volume of call options amounted to EUR
12,250 thousand.

Hedging is contracted with renowned banks.

This hedging was concluded for 39 calendar months until December
2011.

To hedge the increase in the crude oil price pursuant to the anticipa-
ted price increase in the mid-term, the Company uses the zero cost

collar strategy in the monthly volume of 1,262 mt concluded with
renowned banks.

This is a hedging strategy which allows CD Cargo, a.s. to hedge the
maximum price of the purchase of the crude oil while maintaining
the limited possibility of participating in the decrease in the price.
There is a set zone defined by the upper and lower price.

This strategy was concluded for the period of 36 calendar months un-
til December 2011.

The hedged item is part of the planned consumption of traction oil;
these were the first purchases of oil in the relevant month.

Changes in the fair values of derivatives which are classified as cash
flow hedges are recognised in equity and are reported under gains
or losses from the revaluation of assets and liabilities in the balance
sheet.



Income Taxation

Deferred Tax

The deferred tax asset/(liability) is analysed as follows:

Deferred Tax Arising from

(CZK'000) Balance at 1 Dec 2007 Balance at 31 Dec 2008
Net book value of fixed assets -417 445 -427 122
Provision against fixed assets 30298 18 346
Contractual fines and penalty 0 -3811
Reserves 17787 10885
Derivatives 0 256731
Total -369 360 -144 971
Analysis of movements

(CZK'000)

1 Dec 2007 369 360
Current changes charged to the profit and loss account 25942
Total charges against the profit and loss account 25942
Current changes recognised in equity -250 331
Total recognised in equity -250 331
31 December 2008 144 971

Income Tax Payable

The charge for the year can be reconciled to the profit per the profit and loss account as follows:

(CzK'000) Balance at 31 Dec 2008
Profit before tax 407 149
Income tax rate 21%
Tax at the domestic income tax rate 85501
Tax base adjustments (expenses/income that are not tax effective, difference between accounting and tax depreciation charges) -4716
Other (deductible items, tax reliefs) -2842
Total income tax on ordinary and extraordinary activities 77 943
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Due Payables arising from Social Security and Health Insurance Contributions and Tax Arrears

The balance of due payables arising from social security contributions and contributions to the State employment policy was CZK 91,849 thousand as of
31 December 2008.

The balances of due payables arising from public health insurance contributions were CZK 39,669 thousand as of 31 December 2008.

The Company records no tax arrears to local taxation authorities.

Details of Income by Principal Activity

1 Dec 2007 to 31 Dec 2008

(CZK'000) In-country Cross-border Total
Sales of freight transportation 12744784 2906 226 15651010
Sales of other transportation 1311174 1323892 2635066
Sales of other services 201 504 11908 213412
Total 14 257 462 4242 026 18 499 488

Cross-border sales include the share of the Company in the income from international transportation of goods, border services and received lease pay-
ments for the operation of wagons in foreign countries.

Income Generated with Related Parties

1 Dec 2007 to 31 Dec 2008

Entity (CZK '000) Relation to the Company Material Services Other income Financial income Extra ordinary income Total
CD - Telematika, a.s. Fellow subsidiary 0 74 21 0 0 95
Tra ova a strojni spolecnost, a.s. Fellow subsidiary 83 5835 0 0 0 5936
Vvyzkumny Ustav Zelezni¢ni, a.s. Fellow subsidiary 0 537 0 0 0 537
DPOV, a.s. Fellow subsidiary 1001 48312 0 649 0 49962
CDas. Parent company 4188 103 405 3973 10 0 111621
Total 5272 158 226 3994 659 1] 168 151

All related party proceeds were generated on an arm'’s length basis.



Purchases from Related Parties

1 Dec 2007 to 31 Dec 2008

Entity (CZK '000) Relation to the Company Materialz Services Other expenses Financial expenses  Extra ordinary expenses Total
CD - Telematika, a.s. Fellow subsidiary 18329 147 381 0 0 0 165710
Tra ova strojni spolecnost, a.s. Fellow subsidiary 0 1545 0 0 0 1545
Vyzkumny Ustav Zeleznicni, a.s. Fellow subsidiary 35 133 0 0 0 168
DPOV, a.s. Fellow subsidiary 13856 59053 0 0 0 72909
CD, a.s. Parent company 1178691 706 212 233536 0 0 2118439
Other - 1051 108 235 0 0 0 109 286
Total 1211962 1022559 233536 o o 2468 057

*“Other” includes certain companies that are not part of the consolidation group - Dopravni vzdéldvaci institut, a.s., RailReklam, s.r.o. and CD travel, s.r.o..

Purchases and Sales of Fixed Assets and Non-Current Financial Assets with Related Parties

Sales 2008
Entity Relation Intangible FA Tangible FA Financial assets
(CzK'000) to the Company Carrying value Selling value  Carrying value Selling value  Carrying value Selling value
CD, a.s. Parent company 0 0 6 069 25221 0 0
CD - Telematika, a.s. Fellow subsidiary 0 0 0 0 0 0
Tra ova strojni spole¢nost, a.s. Fellow subsidiary 0 0 0 0 0 0
Vyzkumny Ustav Zelezni¢ni, a.s. Fellow subsidiary 0 0 0 0 0 0
DPOV, a.s. Fellow subsidiary 0 0 0 0 0 0
Total 0 0 6 069 25 221 0 0

Purchases 2008
Entity (CZK '000) Relation to the Company Intangible FA Tangible FA
CD, as. Parent company 20 144419
CD - Telematika, a.s. Fellow subsidiary 26 255 50191
Tra ova strojni spolecnost, a.s. Fellow subsidiary 0 391
Vvyzkumny Ustav Zelezni¢ni, a.s. Fellow subsidiary 0 0
DPOV, a.s. Fellow subsidiary 0 607 443
Total 26 275 802 444
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Consumed Purchases

(CZK '000) 1 Dec 2007 to 31 Dec 2008
Consumed material 518 384
Consumed energy 1637 348
Consumed fuels 886 637
Total consumed purchases 3042369
Consumed energy includes consumed traction energy purchased from SZDC, s.0. in the amount of CZK 1,350,671 thousand.
Services

(CZK'000) Period ended 31 Dec 2008
Repairs and maintenance 1594062
Travel expenses 58125
Representation costs 5030
Telephone, fax, internet 156714
Other rental 106 738
Use of the railway route, operations control 4498762
Lease for wagons 822610
Lease for motor vehicles 27764
Transportation fee 283544
Costs of general representation 42193
Lease 298633
Border services 237269
Promotion, advertising 244759
Healthcare 36635
Other services 340265
Total 8753103
The services for the use of the railway route and operations control are expenses incurred with respect to SZDC, s.o.
Depreciation of Intangible and Tangible Fixed Assets

Depreciation of int ible and t ible fixed assets (CZK '000) Period ended 31 Dec 2008
Depreciation of intangible and tangible fixed assets 619 605
Extraordinary write-offs when fixed assets are taken out of service through liquidation 0
Amortisation of goodwill 0
Amortisation of a positive valuation difference on acquired assets 405 269
Total depreciation 1024874




Other Operating Income

(CZK'000) Period ended 31 Dec 2008
Claims for damages 135838
Subsidies —accompanying social programme 37000
Gain of material 47 004
Sundry operating income 90243
Total 310085

Other Operating Expenses

(CZK'000) Period ended 31 Dec 2008
Uniforms and lump sum payments to employees 24 295
Insurance payments 63 466
Compensation of damage 14161
Membership fees 6852
Sundry operating expenses 58974
Total 167 748

Income from Non-Current Financial Assets

(CZK '000) Period ended 31 Dec 2008
Dividends 0
Profit shares 2976
Total 2976
Interest Income
(CZK'000) Period ended 31 Dec 2008
Interest on current bank accounts 1663
Interest taxed using a special tax rate 49
Other interest received from other debtors 1
Total 1713

Other Financial Income

Period ended 31 Dec 2008

Foreign exchange rate gains 203223
Compensation for deficits on financial assets 0
Fee claims in respect of issued guarantees for loans and borrowings 0
Release of the grant to offset interest charged to expenses 0
Sundry financial income 1388
Total 204 611
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474 million CZK in pre-tax profit
was generated by CD Cargo in 2008.




Other Financial Expenses

(CZK'000) Period ended 31 Dec 2008
Foreign exchange rate losses 229480
Deficits and damage on financial assets 0
Expenses arising from derivative transactions 38260
Other financial expenses 3418
Total 271158

Sta Costs and Number of Employees
The following table summarises the average number of the Company'’s employees and managers for the period ended 31 December 2008:

(CZK'000) Number of sta Payroll costs  Social security and Othersta costs Bonuses for members Contribution for the Contribution for the addi- Total sta
health insurance®/ of statutory bodies capital life insurance tional pension insurance costs
—— Lty e R 1D Do e Ul S R
Employees 11690 3819672 1341668 162179 0 92105 72948 5488 572
Managers 38 87473 15934 1049 7342 0 0 111 798
Total 11728 3907 145 1357 602 163 228 7 342 92105 72948 5600 370

*/social security and health insurance paid by the organisation

Members of statutory, supervisory and initiative bodies were not provided with discounted fares. Cash bonuses for the reporting period ended 31
December 2008 were provided in the amount of CZK 7,342 thousand. Management of the Company has the possibility to use benefitsin kind in the
form of using Company cars for private purposes.

Off balance sheet commitments

Lease Payables

On 24 February 2005, Ceské drahy, a.s. concluded a framework lease contract for the financing of the purchase of railway wagons under finance leases in
the aggregate amount of CZK 1,200,000 thousand. Ceské drahy, a.s. issued a blank bill of exchange with a restrictive clause in favour of CitiLeasing, s.r.o.
as collateral for the lease contracts. With effect from 1 December 2006, ownership rights for assets which are subject to leases were transferred from Ci-
tiLeasing, s.r.o. to Fortis Lease Czech, s.r.o.

Inaccordance with the bill of exchange arrangement, the lessor will be entitled to fill in the bill of exchange sum equalling the due lease amountincluding
accrued interest, with the limit of 40 percent of the acquisition cost net of VAT of the leased asset in the event that the lease contract is breached.

In relation to the formation of the subsidiary CD Cargo, a.s., engaged in railway freight transportation, all rights (receivables) and payables arising from
this framework lease contract with Ceské drahy, a.s. were transferred to the Company.

On 9 July 2008, CD Cargo, a.s. concluded a lease contract for the financing of 30 modernised 753.7 series locomotives with ING Lease (Czech Republic),
s.r.o. corporate ID: 25117629, with gradual supply according to the schedule until 31 December 2010 in the form of finance leases in the aggregate
amount of CZK 1,004,410 thousand (net of VAT). The lease period was determined to be 10 years (120 even payments). Each leased asset referred to
above is paid based on the individual payment schedule. Five modernised locomotives out of the leased assets referred to above were supplied before 31
December 2008.
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Bank Guarantees

The below bank guarantees issued by CSOB are issued within the liability limit of CZK 50 million with maturity within 1 year, without collateral.

Bank guarantees as of 31 December 2008 issued by CSOB from the liability limit of CZK 50 million.

Number of guarantee Bank guarantee Bank guarantee

Amount of the

contract dated in favour of guarantee Rl suntiCte
Westinvest Waterfront Bank guarantee for the compliance with all liabilities and obligations of the
0202/08/10041 22 April 2008 Towers s.r.o EUR 207,000 28 Feb 2009 Lessee arising from the Lease Contract with Westinvest Waterfront Towers
e s.r.o. - Lighthouse.
Bank guarantee for the compliance with all liabilities and obligations of the
0571/08/10041 23)une Westinvest Waterfront EUR 3,780 28 Feb 2009 Lessee arising from the Lease Contract with WestInvest Waterfront Towers
2008 Towers s.r.o. ]
s.r.o. - Lighthouse.
8 AU 3 Jul Bank guarantee for the event that CD Cargo will not comply with the obliga-
0802/08/10041 200; HYPARKOS, s.r.o. CZK 14,679, 590.28 20053/ tions stipulated by the Contract for the Lease of Buildings and Land in the

Post balance sheet events

Logistics Centre in Lovosice.

The sole shareholder acting in the capacity as the general meeting of CD Cargo, a.s., adopted a resolution on 2 June 2009 regarding the decrease of the
share capital of €D Cargo, a.s., of CZK 306 million. The resolution was conditional upon the prior consent of the Steering Committee of Ceské drahy, a.s.



15 Significant Subsequent Events

On 11 May 2009, Ing. Gustav Slamecka, MBA, a member of the Ad-
ministration Board, resigned from his position in the Administration
Board.

On 2 June 2009, the sole shareholder acting in its capacity as the Ge-
neral Meeting of CD Cargo, a.s., adopted a decision on the decrease
in the share capital of CD Cargo, a.s., in the amount of CZK 306 mil-
lion. The decision was conditioned by the issuance of a prior consent
of the Steering Committee of Ceské drahy, a.s.
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16 Report on Related Party

Transactions

Report of the statutory body of the Company on relations between
the related parties prepared pursuant to the provisions of Section
66a) (9) of the Commercial Code No. 513/1991 Coll., as amended.

The Board of Directors of CD Cargo, a.s. prepared this report for the
reporting period from 1 December 2007 to 31 December 2008 in com-
pliance with Section 66a) (9) of Act No. 513/1991 Coll., as amended.

Accuracy of the data provided in this report is subject to review by an
independent auditor. The reportis attached to the annual report and
the Board of Directors ensures its inclusion in the collection of docu-
ments held by the respective Registry Court.

Article 1.
The Controlled Entity and the Controlling Entity
1) Controlled Entity:
Company: CD Cargo, a.s.
Registered Office: Prague 7, HoleSovice, Jankovcova 1569/2¢, 170 00
Corporate ID: 28196678
Recorded at the Commercial Court in Prague,
Section B, File 12844
Ing. Josef Bazala, Chairman of the Board of Directors
Ing. Rodan Senekl, Member of the Board of Directors
Ing. Bogdan Heczko, CPIM, Member of the Board of Directors
Ing. Petr Zaluda, Member of the Board of Directors
Ing. Vaclav Andrysek, Member of the Board of Directors since
8 July 2008
Change - a new member of the Board of Directors replacing
Ing. Jaroslav Richter
(hereinafter the“controlled entity”)

2) Controlling Entity:

Company: Ceské drahy, a.s.
Registered Office:  Prague 1, Nabfezi L.Svobody 1222, 110 15
Corporate ID: 70994 226

Recorded at the Commercial Court held at the
Municipal Court in Prague, Section B, File 8039

Ing. Petr Zaluda, Chairman of the Board of Directors

Ing. Josef Bazala, Member of the Board of Directors

Ing. Milan Matzenauer, Member of the Board of Directors
Ing. Jifi Kolaf, Ph.D., Member of the Board of Directors
Ing. Michal Nebesky, Member of the Board of Directors
Ing. Petr Moravec, Member of the Board of Directors
(hereinafter the“controlling entity”)

Article Il.
Entities Controlled by the Controlling Entity Related Parties:
e CDCargo, a.s., withitsregistered officeatJankovcova 1569/2c,
Prague 7, HoleSovice, 170 00, Corporate ID: 28196678, recor-
ded at the Municipal Court in Prague, Section B, File 12844
e CD - Telematika, a.s., with its registered office at Pernerova
2819/2c¢, Prague 3,130 00, Corporate ID: 61459445, recorded
at the Municipal Court in Prague, Section B, File 8938
e CD Reality a.s., with its registered office at Vaclavkova 169/1,
Prague 6 - Dejvice, 160 00, Corporate ID: 27195872, recorded
at the Municipal Court in Prague, Section B, File 9656
e CD Travel, s.r.o., with its registered office at Na Pfikop
988/31, Prague 1, 110 00, Corporate ID: 27364976, recorded
at the Municipal Court in Prague, Section C, File 108644
e Dopravnivzd lavaci institut, a.s., with its registered office at
Hybernska 1014/13, Prague 1 — Nové M sto, 110 00 (hereinaf-
ter"DVI"), Corporate ID: 27378225, recorded at the Municipal
Courtin Prague, Section B, File 10168



@ DPOV, a.s., with its registered office at Husova 635/1b, Pre-
rov, 751 52, Corporate ID: 27786331, recorded at the Regio-
nal Courtin Ostrava, Section B, File 3147

@ RailReal a.s., with its registered office at OlSanska 1a, Prague
3,13000, Corporate ID: 26416581, recorded at the Municipal
Courtin Prague, Section B, File 6888

® RAILREKLAM, spol. sr.o., with its registered office at Kliment-
ska 36/1652, Prague 1, 110 00, Corporate ID: 17047234, re-
corded at the Municipal Court in Prague, Section C, File 2041

e Smichov Station Development, a.s., with its registered office
at Ke Stvanici 656/3, Karlin, Prague 8, 186 00, Corporate ID:
27244164, recorded at the Municipal Courtin Prague, Section
B, File 9949

® Tra ova strojni spole¢nost, a.s., with its registered office at Ji-
¢inska 1605, Hradec Kralové, 501 01, Corporate ID: 27467295,
recorded at the Regional Court in Hradec Kralové, Section B,
File 2418

e \/yzkumny Ustav Zeleznicni, a.s., with its registered office at
Novodvorska 1698, Prague 4, Branik, 142 01, Corporate ID:
27257258, recorded at the Municipal Court in Prague, Secti-
on B, File 10025

e Centrum HoleSovice a.s., with its registered office at Revoluc-
ni 767/25, Prague 1, 110 00, Corporate ID: 27892646, recor-
ded at the Municipal Court in Prague, Section B, File 11830

e Zizkov Station Development, a.s., with its registered office
at Ke Stvanici 656/3, Karlin, Prague 8, 186 00, Corporate ID:
28209915, recorded at the Municipal Court in Prague, Section
B, File 13233

(The controlled entity, the controlling entity and other entities con-
trolled by the controlling entity are hereinafter referred to as"holding
entities”.)

Article Ill.

Reporting Period:

This report is prepared for the reporting period from 1 December
2007 to 31 December 2008.

Article IV.

Contracts and Agreements Entered into between Holding En-
tities:

During the relevant reporting period, the following trade agreements
were concluded between the controlled entity and the controlling
entity and between fellow subsidiaries, with the mutual revenues
and expenses amounting to:

The Board of Directors declares that it identified relations between
relevantrelated parties according to the current list of related parties
and described these relations in the Report on Relations.

Name of the partner company: €D Cargo, a.s. revenues in CZK 000 €D Cargo, a.s. expenses in CZK 000 Number of contracts concluded during the reporting period
SoD Purchase Rental Other Total

Ceské drahy a.s. 136 842 2262878 15 53 31 240 339
CD - Telematika, a.s. 95 242156 36 0 0 21 57
CD Reality, a.s. 0 0 0 0 0 0 0
Dopravnivzd lavaciinstitut, a.s. 0 29920 5 0 0 1 6
DPOV, a.s. 49962 680 352 38 0 1 4 43
RailReal a.s. 0 0 0 0 0 0 0
Smichov Station Development, a.s. 0 0 0 0 0 0 0
Tra ova strojni spole¢nost, a.s. 5936 1936 1 0 0 1 2
Vyzkumny Ustav Zelezniéni, a.s. 537 168 0 0 1 0 1
Centrum HoleSovice, a.s. 0 0 0 0 0 0 0
Zizkov Station Development, a.s. 0 0 0 0 0 0 0
CD travel, s.r.o. 0 35238 0 0 0 2 2
RAILREKLAM, spol. s r.o. 0 44128 0 0 0 1 1
TOTAL 193 372 3296776 95 53 33 270 451
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Article V.
Other Legal Acts between Holding Entities:

The controlled entity incurred no detriment in the reporting period
from 1 December 2007 to 31 December 2008:

@ In connection with the contracts and agreements concluded in
the reporting period between the controlled entity and the con-
trolling entity or other related parties, based on which conside-
ration was provided or received; or

@ In connection with providing or receiving consideration in the re-
porting period pursuant to valid and effective contracts and agree-
ments entered into between the controlled entity and the control-
ling entity or other related parties before 1 December 2007.

@ In the reporting period from 1 December 2007 to 31 December
2008, no legal acts were realised between the controlled entity and
the controlling entity or other related parties in the interest or at
the initiative of the controlling entity or another related party; and

® No measures were taken or implemented by the controlled entity
in the interest or at the initiative of the controlling or other rela-
ted party causing detriment, benefit, advantage or disadvantage.

During the reporting period from 1 December 2007 to 31 December
2008, no legal acts were realised by the controlled entity in the interest
of other holding entities other than common legal acts.

Article VI.

Measures between Holding Entities:

During the reporting period from 1 December 2007 to 31 December 2008,
no measures were taken by the controlled entity in the interest or at the
initiative of another holding entity other than common measures imple-
mented by the controlling entity as the shareholder in relation to the con-
trolled entity. All contracted consideration, provided or received by the
controlled entity (which prepared this report), was offset by contracted
payments. These payments were contracted with volumes, places and ti-
mes similar to common practice, atarm’s length, and no advantages or di-
sadvantages were provided. The controlled entity incurred no detriment
from the concluded contracts, other legal acts or measures between the
holding entities pursuant to Section 66a (8) of the Commercial Code.

Article VII.

Confidentiality of Information:

Confidential information includes information and facts that are part
of the trade secrets of the holding entities and information described
as confidential by any holding entity. Confidential information further
comprises all trade relations information that could, in itself orin con-
nection with other information or facts, cause detriment to any of the
holding entities. To avoid causing detriment to the controlled entity,
thereport of the statutory body of the controlled entity does not inclu-
de a detailed breakdown of the above-mentioned items.

Article VIII.

Conclusion:

This report was prepared by the statutory body of the controlled enti-
ty, CD Cargo, a.s., and presented to the auditing company, which per-
forms the audit of the financial statements pursuant to specific legis-
lation. The report will be filed in the Collection of Documents maintai-
ned by the Register of Companies held by the Municipal Courtin Prague.



17 Statement of the Board of Directors

At the date of submission of the documents for approval to the statu-
tory bodies the Company had no need to prepare a statement of the
Board of Directors to the Auditor’s report.
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ISO 9001:2000
ISO 9001:2000 - CD Cargo is
a holder of a quality certificate.




18 List of Abbreviations

CER
CiM

COTIF
¢Dp
¢pc
DKV

ISR

lokkm
KV
Mis
MS EA
MTT
NL
OKV
OPT
oP

0SZD
P)
SMGS
SOKV
SZDC
V][

zst.

Community of European Railway and Infrastructure Companies
Uniform Rules Concerning the Contract of

International Carriage of Goods by Rail (CIM)

Convention Concerning International Carriage by Rail

Ceské drahy, a. s. (Czech Railways, joint-stock company)

CD Cargo, a. s. (CD Cargo, joint-stock company)

Rail Vehicles Depot

Board of Management

Information System

International Service Reliability (European central system for
exchanging information about movements of freight wagons and consignments)
Locomotive Kilometers

Rail Vehicles

Local Information System

Microsoft Enterprise Agreement

International Transit Tariff

Consignment Note

Railway Vehicle Servicing

Traffic Receipts Clearing Department

Commercial and Operational Office

Railway Workers Union

Organisation for Railway Cooperation

Operating Unit

Convention Concerning International Carriage by Rail
Railway Vehicle Servicing Centres

Railway Infrastructure Administration, state-owned enterprise
International Union of Railways

Railway Station
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19 Identification and Contact Detalls

Business entity: CD Cargo, a.s.

Registered office: Prague 7, HoleSovice, Jankovcova 1569/2¢, 170 00
Corporate ID: 28196678

Tax ID: CZ28196678

Register court: Prague

File no.: File B, Insert 12844

Tel.: +4209722 42100

Fax: +4209722 42101

Email: press@cdcargo.cz

Http: www.cdcargo.cz







Anything Anywhere

€D Cargo, 24 hours a day, 7 days a week, 365 days a year...

CD Cargo, a.s.
Jankovcova 1569/2c
17000Praha7

Czech Republic

info@cdcargo.cz, www.cdcargo.cz






