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Mission, Vision and Goals

Thejoint stock company CD Cargo, a.s. (hereinafter also referred to as the"Company”) is
the largest Czech freight railway transport operator. The Company provides
transportation for industrial and agricultural commodities, raw materials, fuels, goods,
containers and oversized loads. The Company also leases freight cars and provides rail
siding services and other transportation services. The future activities of CD Cargo, a.s.
will be focused on investing in the development of infrastructure to support the linkage
of industrial areas with railway transport by building combined transport terminals and
logistics centres.

The business activities of CD Cargo, a.s. contribute to the fulfilment of the goals of Czech
transportation policy in respect of reducing the environmental impacts of transportation
intheinterest of securing sustainable development. For CD Cargo, a.s., the unified internal
EU market and the opening of the international railway transport market have become
an incentive for seeking new business opportunities. With its volume of transport,
CD Cargo, a.s. is one of the ten most significant railway companies in Europe and one of
the five largest railway companies in the EU. The Company’s strategic goal is to improve
its leading position and to be the driving force in the freight transport market in the Czech
Republicand the Central European region.
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Company Profile

CD Cargo, a.s. was formed on 1 December 2007 following the investment of part of the
business of Ceské drahy. The sole founder and owner is the joint stock company, Ceské
drahy. CD Cargo, a.s., is a subsidiary of Ceské drahy, a.s., specialising in providing freight
transport.

Name, Address and Identification of the Company

Business entity: CD Cargo, a.s.

Registered office: Prague 7, Hole3ovice, Jankovcova 1569/2¢, 170 00

Corporate ID: 28196678

Recorded in the Register of Companies held by the Municipal Court in Prague,
File B, Insert 12844.

Basic Characteristics of the Company

CD Cargo, a.s., provides the railway transport of goods and comprehensive related serv-
ices. The goal of the Company is to improve its leading position and to be the driving force
in the freight transport market in the Czech Republic and the Central European region.

The principal business activity - railway transportation of goods - is structured into
two keyl segments:

® Transportation of complete trains; and

m Transportation of individual wagon loads.

The above segments are structured by the type of transportation as follows:
m Local;

m Export;

m Import; and

m Transit.
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Basic Economic Indicators

Structure of assets and liabilities (CZK million)

Total assets 14693 14932 15664 15652 15672 15987 0,98
Fixed assets 11547 12253 12957 13045 12424 12282 0,94
Equity 6 444 6049 8009 7967 8230 8282 1,07

Structure of profit/loss (CZK million)

Operating profit or loss 563 -1408 314 -125 8 593 2,50
Profit or loss before tax 601 -2047 11 -418 -378 474 3,41
Structure of revenues (CZK million)

Total revenues 15199 15405 15042 14984 15003 17 800 0,99
Sales of own products and services 12559 13928 14 404 14121 13272 17109 0,90

Financial indicators

Turnover of assets (total revenues/total assets) 1,03 1,03 0,96 0,96 0,96 1,11 1,00
Indebtedness (liabilities/total assets) 0,56 0,59 0,49 0,49 0,47 0,48 0,94
Liquidity (current financial assets/current liabilities) 0,12 0,05 0,03 0,07 0,05 0,05 2,55
; : : : Employees
“"F&‘ﬂ‘f D vy, = . : 5 y i
; ! Average headcount recalculated to FTE 7998 8910 9207 9573 10378 11394 0,90

(number of employees)
Total revenue per employee (CZK/employee) 1900 405 1728954 1633736 1565198 1445675 1562209 1,10
Added value per employee (CZK/employee) 681197 612 600 678452 598 224 542148 561 505 1,11

*) Figures relate to the 2008 calendar year; they do not correspond with the accounting values reported for the reporting period ended 31 December 2008.
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Major Events in 2013

January

m Operations ata new Metrans container transhipment point in Ceska Tfebova were ini-
tiated in cooperation with CD Cargo, a.s. at the beginning of 2013.

® 17January-completion of discussing the journeys of freight trains with 130 series lo-
comotives between the Czech Republic and Poland without swapping locomotives —
130.018 and 130.019 series drove a complete train with black coal from Louky nad
Ol3i through Petrovice u Karviné without swapping locomotives;

m 27 )anuary -the 363.517 series locomotive of CD Cargo went with a train composed
of Shimms series wagons to the Slovenian border crossing point at HodoS. From there,
empty wagons continued on for loading at the Koper port;

February

m 27 February - first transportation with the CIM/SMGS consignment note from the
Czech Republic to Kazakhstan - 42 40-foot HC containers from Mlada Boleslav to Za-
§Cita station;

m End of February 2013 - transportation of burnt-out nuclearfuel by CD Cargo, a.s. from
the Czech Republic to Russia;

March

B 4 March -launch of new DISC, PRIS information systems;

April

m 7 April - arrival of the first combined transportation train comprised of road trailers
with glass panes for AGC Teplice from Charleroi, Belgium, to Lovosice — common proj-
ect with involvement from KD Bohemiakombi, s.r.0. and Kombiverkehr GmbH opera-
tors;

m 23-26April - participation of CD Cargo in the 18th year of the Trans Russia Trade Fair
in Moscow;

May

m 12 May - thefirst regular combined transportation train with road trailers crossed the
Czech Republic on its way from Rostock to Vienna, in cooperation with the operator
of the ERS Railways;

m The second half of May 2013 - recertification of CD Cargo, a.s. - successful audit of
quality, environment, safety and health protection at work;

® 21 May - renewal of freight transportation through PPS Kralovec/Lubawka; trans-
portations of coal slurry;

m 22-23May, CD Cargo, a.s. organised a Europe-wide meeting forrepresentatives of
CER member railways and European customs authorities;

June

m 4-7June-participation of CD Carqo, a.s. in the Transport Logistic Munich Trade Fair;

September

m 15 September - transportation of the first ETR 400 high-speed unit of the Trenitalia
transporter on the Summerau - Ceské Budgjovice - Jihlava - Kolin - Velim Railway
Testing Circuit route;

m 24 -27 September - participation in the TRAKO International Professional Railway
Trade Fair in Gdansk with the presentation of the subsidiary company Koleje Czeskie;

October

® 31 October 2013, the Company completed the implementation of a new Operating
and Business Information System (PROBIS). The total value of the financial support
from the Transport Operational Programme amounted to CZK 72.2 million (of which
CZK 57.8 million was spent in 2013).



Oldfich Mazanek
Chairman of the Board of Directors
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Opening Statement

from the Chairman of the Board of Directors

Ladies and Gentlemen, Shareholders, Business Partners,

Let me present to you the Annual Report of CD Cargo, a.s. for the year ended 31 De-
cember 2013, which is both a significant document providing comprehensive informa-
tion on the Company's development and a certain symbolic conclusion and assessment
of the last year.

The year ended 31 December 2013 definitely was not an easy or trouble-free one. For
many years, we have been operating on a fully-liberalised transportation market —
therefore, it is understandable that we had to face growing competition from other
railway transporters. The process of savings and conservation measures continued
with the visionto increase the effectiveness of our work. In addition, significant staff
changes were made in the management of the Company. The priorities of the new
management included halting the decline in the amount of transport and obtaining
new transports; consequently the eliminating the impact of losses on certain signifi-
cant business cases. It isimportant that these difficult tasks were fulfilled. As a result,

we can assess that the year ended 31 December 2013 was rather successful in terms
of both the fulfilment of planned transportation volumes and total results.

Our principal objectives for the following period include creating a balanced opera-
tional result and ensuring the liquidity and stabilised cash-flow. These objectives are
real and achievable from the perspective of the current situation. Another key issue
will involve resolving the situation in the division of individual vehicle shipments. We
are the only railway transporter to offer both individual shipments and complete trains
to customers and we will have to learn to benefit from this competitive advantage.

In conclusion, let me thank all our business partners for their trust and cooperation
and our employees for their work.

| believe that CD Cargo, a.s. will not only maintain, but strengthen its position on the
transportation market and will continue to be a reliable partner to all its customers,
whom it will provide with quality and comprehensive services in freight transportation.

Oldfich Mazanek
Chairman of the Board of Directors
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Statutory Bodies and Management of the Company

CD Cargo, a.s., iswholly owned by Ceské drahy, a.s., which acts in the capacity of the Gen-
eral Meeting, i.e. the Company's supreme body. The Company’s statutory body is the
Board of Directors, which is comprised of five members (the fifth position is vacant as of
31 December 2013); the Company's oversight body is the Supervisory Board, which has
sixmembers. Pursuant to Act No. 93/2009 Coll. on Auditors, a three-member Audit Com-
mittee was established as of 1 October 2009.

Board of Directors

1. Oldfich Mazanek

Chairman of the Board of Directors (member since 26 August 2013, Chairman since 26 August
2013), age: 61

Oldfich Mazéanek graduated from the University of Transportation in Zilina. He
has dedicated almost his entire career to railways and he has worked in almost
all transportation and operations positions pertaining to railway stations. He ini-
tiated, and was actively involved in, the formation of the subsidiary company
CD Cargo, a.s. Between 2010 and 2012, he was the head of the Czech branch of
the Rail Cargo Austria transportation company. In 2012, he started to work in
a management capacity at SZDC. In August 2013, he was appointed a member
of the Board of Directors of CD Cargo, a.s. and Chairman of the Board of Direc-
tors at its opening meeting.

Since 26 August 2013, he has been the Chairman and a member of the Board of Directors
of CD Cargo, a.s.

2.Vaclav Andrysek

Member of the Board of Directors (since 26 August 2013); age: 40

Vaclav Andrysek graduated from the VSB - Technical University in Ostrava. He gained ex-
perience with railways as the head of logistics in Moravské chemické zavody in Ostrava. Be-
tween 2007 and 2008, he was the CEO of the significant transport company NH-TRANS.
Following this, he became the Executive Director of CD Cargo, a.s. He left in 2010 to work
as the Director for the Development of Sales for the private transportcompany AWT. In
2013, he returned to CD Cargo in the position of Sales Director.

Since 26 August 2013, he has been a member of the Board of Directorsand the Sales Direc-
tor.

3. Zdenék Meidl

Member of the Board of Directors (since 26 August 2013); age: 55

Zdenék Meidl graduated from the University of Transportation in Zilina. He has dedi-
cated his career to railways and he worked in numerous operating and subsequent
management positions. He has worked at D Cargo, a.s. since its formation. Since

mid-2012, he has been the Operating Director. Since 26 August 2013, he has been
amember of the Board of Directors of CD Cargo, a.s.CD Cargo, a.s.

4. Pavel Lamacz

Member of the Board of Directors (since 1 August 2013), age: 60

Pavel Lamacz has been a railway professional since his formative years. After graduating
from a vocational high school where he focused on railways, he started to work in the
railway industry, eventually occupying numerous positions. His professional career
started in the position of Train Dispatcher, followedby Deputy Station Master, Deputy Di-
rector of Business and Operations Directorate, and finally to the position of Head of the
Freight Transportation Division of CD. Later, he increased his qualifications through dis-
tance studies at the University of Transportation in Zilina. He gained furtherexperience
inmanagement and railway container transportation in a management position at CSKD
Intrans.

Since 1 August 2013, he has been a member of the Board of Directors of CD Cargo, a.s.
and a professional advisor to the Chairman of the Board of Directors.

Changes in the Composition of the Board of Directors

At the meeting held on 30 May 2013, Vlastimil Chobot, a member of the Board of Di-
rectors, resigned from his position through a written announcement with effect from
31 May 2013.

On 24 June 2013, Ceské drahy, a.s., as the sole shareholder of the Company, acting in
the capacity of the General Meeting, appointed ZbySek Wactawik a member of the
Board of Directors with effect from 24 June 2013.

On 31 July 2013, Ceské drahy, a.s., as the sole shareholder of the Company, acting
in the capacity of the General Meeting, recalled Petr Zaluda as Chairman of the
Board of Directors and a member of the Board of Directors with effect from 31 July
2013.
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On 31 July 2013, Ceské dréhy, a.s., as the sole shareholder of the Company, acting in
the capacity of the General Meeting, appointed Pavel Lamacz member of the Board of
Directors with effect from 1 August 2013.

At its meeting held on 1 August 2013, ZbySek Wactawik, a member of the Board of Di-
rectors resigned from his position through a written announcement with effect from
1 August 2013.

On 20 August 2013, Ceské drahy, a.s., as the sole shareholder of the Company, acting
in the capacity of the General Meeting, decided to increase the number of members of
the Board of Directors from 3 to 5 and concurrently decided to appoint Oldfich
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Mazanek, Vaclav Andrysek, and Zdenék Meidl members of the Board of Directors with
effect from 26 August 2013.

At its meeting held on 26 August 2013, the Board of Directors appointed Oldfich
Mazanek Chairman of the Board of Directors with effect from 26 August 2013 pursuant
to resolution no. 1685/2013.

At its meeting held on 11 November 2013, Petr May, a member of the Board of Direc-
tors, resigned from his position through a written announcement with effect from
11 November 2013.

Vaclav Andrysek
Member of the Board of Directors

Ing. Oldfich Mazanek
Chairman of the Board of Directors

Zdenék Meidl Pavel Lamacz
Member of the Board of Directors

Member of the Board of Directors
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Supervisory Board

1. Dalibor Zeleny

Chairman of the Supervisory Board (since 26 August 2013), age: 56

Dalibor Zeleny graduated from the University of Transportation in Zilina. His career has been
dedicated torailways. In the 1990s, he was the Deputy Minister of Transportation. Between
1998 and 2003, he was the CEO of Ceské drahy and was in charge of its transformation into
a joint stock company. Between 2006 and 2008, he was the CEO of the Slovak company
ZSR. Healso worked in international institutions, e.g. as Vice-President of UIC and VicePres-
ident of CER. Before returning to Ceské drahy in mid-2013, he was an independent consult-
ant in railway transportation for a number of private and state companies and
organisations in the Czech Republic and other European Union countries.

2.Zdenék Zemlicka

Member of the Supervisory Board (since 26 August 2013), age: 72

Zdenék Zemli¢ka graduated from the University of Transportation in Zilina, where he fo-
cused on the operations and economics of railway transportation. He worked in a number
of educational institutions, among other things, as a senior lecturer and head of the De-
partment of Economics of Railway Transportation at the University of Transportation in
Zilina. At the South-Bohemian University in Jindfichiv Hradec, he formed and headed the
Regional Management Unit at the Faculty of Education, where he was a Vice-Dean. He
formed the Faculty of Management at the same University (1994) where he was the first
dean and he contributed to its transfer to the University of Economics in Prague in 1998.
In addition to his educational activities, he was an advisor to the first deputy CEO of CD.
Between 1999 and 2002, he was the head of the District Authority in Jindfichlv Hradec
and subsequently the Director of the Office for the Representation of State in Proprietary
Issues, OP JindfichCv Hradec until 2008. Currently, he works for JinoCesky koordinator do-
pravy as an economist and transportation methodologist. Concurrently, he is an advisor
to the South-Bohemia Regional Governor and lectures at the Technical and Economics
University in Ceské Budgjovice.

3. Miroslav Zame¢nik

Member of the Supervisory Board (since 22 June 2010), age: 51

Miroslav Zamecnik graduated from the University of Economics in Prague and was a Pew
Fellow at the School of Foreign Services, Georgetown University in Washington. From
1990 to 1993, he worked as an advisor to the Federal Minister of Finance and then the
head of the Centre for Economic Analysis of the Office of President Vaclav Havel. Between
1994 and 1998, he was a representative of the Czech Republic at the World Bank in Wash-
ington. Since 2001, he has worked as an independent economic consultant specialising
in the restructuring of companies. He is a member of the National Economic Council of
the Czech Government. In addition, he is the Chairman of the Audit Committee of Ceské
drahy, a.s.

4.Dusan Svoboda

Member of the Supervisory Board (since 26 August 2013), age: 39

Dusan Svoboda graduated from the University of Economics in Prague; he is a member
of the Chamber of Tax Advisors. In 1999, he formed an advisory company with his business
partner which focused on the provision of accounting and economic advisory. He contin-
ues towork as a consultant at this company. Between 2002 and 2005, he was the CEO of
Vulkan where he managed the restructuring process. He isa member of the statutory and
supervisory bodies of other companies, such as Prazska teplarenskéa Holding a.s., AVE CZ
Odpadové hospodafstvi s.r.o., and AC Sparta Praha fotbal, a.s. He is the Vice-Chairman
of the Czech Football Association.

5.Radek Nekola

Member of the Supervisory Board (from 1 December 2007 to 30 November 2008 and since 1 De-
cember 2008), for the third term of office he was elected by the Company’s employees, age: 50
Radek Nekola graduated from the Technical Vocational School in Prague and Transporta-
tion High School in Prague, with a focus on operations management. In 1981, he joined
the then Ceskoslovenské statni drahy, where he worked as a mechanic for motor vehicles
in the railway vehicles depot in Usti nad Labem. Since 1 December 2007, he has worked
inCD Carqo, a.s., and is released in the long-term for the position of the Chairman of the
Corporate Committees of the Association of Railway Workers of CD Cargo, a.s. Concur-
rently, he is the deputy Chairman of the Railway Workers Union (OSZ).

6. Jindfich Nohal

Member of the Supervisory Board (since 1 December 2008, elected by the Company's employees),
age: 60

Jindfich Nohal graduated from the Railway High School in Ceska Trebovd, with a focus on
transportation. In 1972, he started to work in the then Ceskoslovenské statni drahy, where
he was a train dispatcher in the Nymburk-mésto and Trinec stations. Between 1980 and
2001, he first worked as a train controller and then as an operations controller. In 2001,
he became the head controller. Since 1 December 2007, he has worked in the CD Cargo,
a.s., Operations Division, where he is the Head Controller - Head of Shifts in CD Cargo, a.s.
He is also the chairman of the OSZ organisation.

Changes in the Composition of the Supervisory Board

On 20 August 2013, Ceské drahy, a.s., as the sole shareholder of the Company, acting
in the capacity of the General Meeting, recalled Milan Spacek and Zdenék Prosek as
members of the Supervisory Board with effect from 25 August 2013. In addition, it
appointed Dalibor Zeleny, Zdenék Zemlicka and DuSan Svoboda members of the Su-
pervisory Board with effect from 26 August 2013.
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Administration Board

1. Vit Vesely

Chairman of the Administration Board (member since 13 December 2011, Chairman since 14 Feb-
ruary 2012), age: 34

Vit Vesely is a lawyer. In his practice, he focuses on administrative, business and civil law,
primarily real estate and construction law, public tenders and intellectual property law.

2.)aroslav Novak

Member of the Administration Board (since 24 July 2012), age: 59

Ministry of Transport, Deputy Director for Railways, Railways and Combined Transporta-
tion and Head of the Combined Transportation Department.

3. Michal Zdének

Member of the Administration Board (since 24 July 2012), age: 34

Michal Zdének is an Economist. He works at the Norwegian School of Economics, and
teaches at CERGE-Elin Prague. Concurrently, he is the head of the Ivy Street Advisory Firm,
which specialises in the use of advanced mathematical methods.

Changes in the Composition of the Administration Board

On 3 September 2013, Ceské drahy, a.s., as the sole shareholder of the Company, act-
ing in the capacity of the General Meeting, decided to recall all members of the Ad-
ministration Board. The reason for the recall was a change in the Articles of Association
which called for the cancellation of the Administration Board of CD Cargo, a.s. as the
statutory body with effect from 4 September 2013.
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Audit Committee

1. Oldfich VojiF

Chairman of the Audit Committee (member since 15 December 2009, Chairman since

18 February 2010), age: 52

Oldfich Vojif graduated from the Faculty of Education of Jan Evangelista Purkyné Univer-
sityin Usti nad Labem and completed doctoral studies at the Transport Faculty of the Uni-
versity of Pardubice. He was a Member of Parliament, and either managed or supervised
business, power and transportation companies. At present, he manages Enima pro, a.s.,
which focuses on engineering and work in the construction industry, electro-technology
and transportation technology in Prague, with branches in Ostrava and Most.

2. Libor Joukl

Member of the Audit Committee (since 15 December 2009), age: 47

Libor Joukl graduated from the Brno University of Technology. In 1989, he joined ZDAS in
Zdar nad Sazavou, dealing with plant equipment construction and design. From 1991 to
1992, he worked as an independent agent for the PENTA Zdar nad Sazavou advertising
agency. Since 1992, he has been self-employed. Between 1994 and 2000, he acted as the
Production Manager of JMZ-CATONEX s.r.0. In 2000, he became a Statutory Executive and
Director of APOLY s.r.0. Pribyslav. Since 2002, he has been a member of the Town Council
of PFibyslav. He was a member of the Supervisory Board of MERO, a.s., Kralupy nad Vitavou
from 2003 to 2006 and its Vice Chairman from 2004 to 2006. Since 2004, he has been a
member of the Regional Council of Vysocina; in November 2008, he became the Deputy
Governor of the Vysocina Region for transportation and property. He is also an active mem-
ber of the Vysocina Regional Council Board. Since November 2010, he has been a member
of the Administration Board of the Sprava Zeleznini statni dopravni cesty state organisa-
tion.

3. Miroslav Zamecnik

Member of the Audit Committee (Since 15 December 2009), age: 51

Miroslav Zamecnik graduated from the University of Economics in Prague, and was a Pew
Fellow at the School of Foreign Services, Georgetown University, Washington. From 1990
t01993, he worked as an advisor to the Federal Minister of Finance and then the head of
the Centre for the Economic Analysis of the Office of President Vaclav Havel. Between
1994 and 1998, he was a representative of the Czech Republic at the World Bank in Wash-
ington. Since 2001, he has worked as an independent economic consultant specialising
in the restructuring of companies. He is a member of the National Economic Council of
the Czech Government. In addition, he is the Chairman of the Audit Committee of Ceské
drahy, a.s.
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Report from the Board of Directors on the Business
Activities of CD Cargo, a. s. and the Balance of its Assets

The Board of Directors of CD Cargo, a. s. hasissued the following report on the Company's
business activities and the balance of its assets.

Theyear 2013 saw a restructuring of the Company - theresults of which already have, or
will have, a positive impact on the total economic results in the coming years. The imple-
mented measures focused on increasing freight effectiveness and reducing operational
costs of transport, allowing the Company to achieve significant savings of operational
costs without negative impacts on sales or the size of the area in which services are pro-
vided. Onessignificant changeis with the system of periodical repairs of wagons from the
time method to the mileage method. In sales, the Company almost met its plan thanks
to a more aggressive business policy despite the lost transports of power coal to the
Chvaletice power plant.

Freight Transport Operations

FREIGHT TRANSPORTATION

In2013, CD Cargo, a.s., trains transported 70.2 million tonnes of goods. The predetermined
plan was met with 99.7% accuracy. As compared to 2012, this is a decline of approximately
3.2million tonnes (4.3%). The decline was not as steep as in the prior year, which was a result
of growing competition pressure, private transporters increasing their capacities, and par-
tially aresult of the restructuring process in CD Cargo, thanks to which it is no longer possible
for the transport of certain highly loss-making individual vehicle shipments. A number of
producers optimised the flow of goods in 2013, which impacted the volume of transports.

The sales of our own transport services indicator were met on a similar level. Sales
amounted to CZK 10.2 billion, whichisin compliance with the planat 99.7%. The plan was
almost met even though it was negatively impacted by the discontinued transport of power
coal to the Chvaletice power plant in the amount of approximately 200 thousand
tonnes/month. However, the Company used a more aggressive business policy to overcome
the weaker points of other transporters (capacity, worse transport quality) and assumed
anumber of transports that show potential for 2014. In addition, the Company gained en-
tirely new transports that were realised outside of the Czech Republic and increased the
volumes on existing routes.

The Company slightly exceeded the planin the transport of iron commaodities and the situ-
ation is stable. Thanks to new business cases, transported volumes increased in iron ore
and metallurgical products. The camion competition is gaining ground in their transporta-
tions, for example with the EVRAZ customer. The reason for the failing competition in prices
is, among other things, the lack of railway sidings in foreign recipients and the related ne-
cessity of the costly reloading of goods. In the competition with private transporters, the
Company gained transports of scrap from Kfinec to Germany and exports of scrap from
Ostrava to Slovakia.

The resultsin the building material commodity were impacted by the non-realised transport
of fly-ash in Innofreight containers from North Bohemia for waste dumping in Mydlovary.
It should be realised in 2014, along withseveral other transports of waste soil and similar
bulk cargo. Thanks to the cooperation with Innofreight, the Company has great potential
for gaining new transport volumes and sales. Another reason for not meeting the plan is
the overall declinein construction production in the Czech Republic related to the reduced
production of cement in almost all local producers. A decline was also reported in transports
of gravel from Lobodice to Polanka nad Odrou where part of the transport was assumed
by road transportation. Due to a number of spot transports, the adverse factors were at
least partially eliminated. The fact that no significant transactions were assumed by other
railway transporters is equally important.

Solid fuels remain the dominant commodities transported by CD Cargo. Brown coal has al-
ready been discussed in the introduction in respects to the Chvaletice power plant. How-
ever, it is necessary to note that the Company gained new transports of this type of fuel
through several Czech power sources and exports of brown coal to Poland. Transports of
sorted coal from North Bohemia to the Liberec region for further road transport to Poland
also significantly increased. The Company did well in import transports from Germany to
the Opatovice nad Labem power plant at the end of May and beginning of June 2013. Un-
fortunately, the failure to meet the plan in this commodity was due to a series of break-
downs and unplanned shutdowns in the Mélnik power plant. The performance of the black
coal and coke commodities reflect the overall situation on the market, where the price of
black coal and coke declines as a result of an increase in exports of cheap black coal from
the USA, where coal energy is being replaced by shale gas energy. Sales managers carefully
monitored the situation of the coal mining in OKD, which directly impacts the amount of
transported volumes of black coal and coke, throughout the year. They additionally sought
to gain new transit transports primarily from Poland to Hungary and Romania. Pursuant
to a fuel test in May, the Company made another transport of coal sediments from Wal-
brzych to the Pofici power plant at the end of 2013.

Unfortunately, the Company did not manage to reverse the situation in the transport of
chemical products. The reasons primarily include low prices of private transporters, restruc-
turing or optimisation of goods flow by customers by transfer of part of the transport to
theirown trucks, e.g. inthe case of compressed gases. The Company gained new transports
of fertilisers from Slovakia to various stations in the Czech Republic and increased imports
of salts. For the following period the Company prepared numerous proposals, which are
anticipated to be realised at the beginning of 2014. The Company actively participated in
allannounced tenders that apply to all other commaodities.

Wood and paper products saw a positive development throughout the year. Intrastate
transports of wood declined but they were replaced by higher volumes in export (lack of
wood and its price in Austria) and import (wood from Poland and Baltic states to the Czech
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Republic). In many cases, these transports took the form of more economical complete
trains. The Company saw a positive development in transports of paper from MONDI Stétf
to the warehouse of CD Cargo in Lovosice, and newly gained transports of wood chips from
Borohradek and Bfeznice to Ceské Budéjovice for further processing in Domoradice. The
persisting problem was the poor profitability of these transports, or rather the entire seg-
ment of individual shipments.

The ambitiously developed plan for the food commodity unfortunately was not met. This
was primarily due to the postponed release of the commodity from silos for autumn
months, when CD Cargo was limited by the available number of vehicles adequate for these
transports upon the accumulation of loading. Other reasons include the overall declines in
transports of malt and unrealised transports of sugar beet in Innofreight containers to the
sugar factory at Hrusovany nad Jevisovkou. The customer gave preference to truck trans-
portation. Not to linger on only the negative issues — transports of mineral water signifi-
cantly increased and the Company became a reliable partner of PEPSICO in transports from
Teplice nad Metuji to Prague. Positive developments were also recorded in transports of
various bio-fuels - for example wood chips and pellets.

The other commodities already saw positive development at the beginning of the year. The
reason was the increasing cooperation with Ceska po3ta - the customer for which we pro-
vide made-to-measure logistics services; and a significant volume of transports of military
technology for military exercises. These primarily included transports of the Dutch army to
army exercise areas in the Czech Republic or the Czech Army to Germany. As a result of sta-
bilisation in production, the Company also saw increased transports of TATRA trucks from
Kopfivnice and Fiat cars. In addition, the Company conductedtesting for transports of boil-
ers, on the renewed railway track and siding, provided by Industry Plant LG (former LEGIOS)
from Horni Slavkov.

In the combined transport sector, our performance grew in 2013; almost all combined
transport operators had their equal sharein this fact. Gradually, the operating model relat-
ing to the new terminal of METRANS in Ceska Trebova stabilised. In August, CD Cargo trans-
ported a record 1,285 complete trains of combined transport, where METRANS had the
growing share. The network of combined transport connections was extended in 2013,
among other things, to include connections on the route between Charleroi and Lovosice
for transporting road trucks or on the route between Bremer haven and Vratimov.

While the plan for the automotive commodity was negatively impacted in the first half of
the year by a declinein the interest in SKODA cars primarily in Western Europe, in the second
half of the year sales and the transport of this commodity significantly increased. The only
negative impact was the loss of transports of SKODA cars to Poland. A significant event was
theJanuary start of transports of cars between Poland and Italy, due particularly to the ac-
tivities of the subsidiary company CD Generalvertretung GhmB in Frankfurt am Main, which
were formerly made by the transporter PKP Cargo.
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OPERATIONAL MANAGEMENT

In 2013, the Company dispatched an average of 736 trains a day. The trend of transfering
from planned transports to ad-hoc services continued. Customers increasingly prefer the
flexible provision of their transport requirements. For these sudden transport requirements,
itis necessary to plan routes and other train technicalities in a short time. In response to this
situation’s development on the transportation market, CD Cargo, a.s. invested in new infor-
mation systems that correspond to current needs of the flexible operational management
of freight trains. On 4 February 2013, new systems for operational management, specifically
DISCOR and PRIS, were put into operation. From that point, CD Cargo has used its own sys-
tems for the management of train journeys and the support of work in stations. This meant
the independence from IS SZDC. This independence allows a higher level of adjustability to
suit our needs. Both new systems are interconnected and communicate with the IS infra-
structure administrator. The communication follows the current requirements and stan-
dards of TAFT Sl for the communication between the infrastructure and the transporter. IS
DISC OR works on the basis of the direct interconnection of DISC OR - EMAN - APS - PRIS
systems and connection to the manager of ISOR RVD, KADR, DOMIN infrastructure. Anim-
portant advantage of DISC OR is the fact that it allows for the extension of the shift planning
of trains, which brings the possibility of a quality response to the requirements of customers
in product transports.

In 2013, customers ordered the loading of 648,557 vehicles. The requirements of customers
were met at the level of 98%. The year 2013 additionally saw the further optimisation of
work when the number of districts of vehicles providers was reduced to the current 49 for
the entire network. With respect to the introduction of new systems, the Company closely
connected PRIS and UDIVinformation systems.

OPERATIONAL SAFETY

Operational safety is a term that can be defined in numerous ways. The best measurable
parameter is the number of extraordinary events (EE) that are stipulated in Section 49 of
Act No. 266/1994 Coll., on Railways, as amended. In 2013, there were 264 EEs with the
Company participating as the operator of railway transport or the operator of the railway,
of which 134 EEs were in the Company's responsibility or co-responsibility.

The aggregate detriment arising from all the EEs amounted to CZK 44,517,475, of which
the damage caused by the Company amounted to CZK 23,357,912. The Company suffered
property detriment worth CZK 23,544,855.

During the EEs, a total of 18 people were killed, of which one employee of the Company was
killed during his work, the Company identified that he breached the rules of work safety.
Other persons were killed during their presence in restricted areas of the railway track and
in collisions at crossings. A total of 17 people were injured, of which 4 were employees of
CD Cargo (inall cases caused by CD Cargo - fault of a specific employee). A total of 13 traction
vehicles, 50 wagons owned by the Company, and 20 wagons of other owners, derailed.
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The results of the investigations into the 2013 EEs are as follows:

® The total number of EEs decreased by 16% as compared to 2012. It is the most sig-
nificant year-on-year decline since the formation of CD Cargo a.s.

® As compared to 2012, the total amount of damage caused decreased by 41%. The
damage done to assets of CD Cargo, a.s. slightly increased by 11%. The damage
caused by CD Cargo, a.s. decreased year-on-year by 62%, which was primarily due to
the occurrence of one serious accident with damage amounting to CZK 48,208,917
in2012.

m None of the railway crossings collisions were the Company's fault; and

= None of the EEs were caused by a system failure.

Pursuant toa contract concluded in accordance with Section 9 of Regulation No. 376/2006
Coll. on the safety system of railway operations and transportation and procedures in ex-
traordinary events on railways, as amended, the EEs were investigated for the Company
by the railway operator, Sprava Zelezni¢ni dopravni cesty, a state organisation, for a rele-
vant fee.

During 2013, one serious accident occurred during the operation of railway transporta-
tion (a collision of railway vehicles during the shunting — A1 category EE in Prague — Bé-
chovice on 10 February 2013). CD Cargo, a.s. was responsible for this accident. The cause
of the accident was non-compliance with the conditions for driving according to the view
range of an employee - shunter. Three employees of the Company were injured in this EE
and the damage caused amounted to CZK 9,846,000. In this case, as in other EES caused
by employees of the Company, the reason was human error. For this reason, it is necessary
to continue to consistently provide educational and control activities, including the adop-
tion of remedial measures.

Information on the Balance of the Company’s Assets

THE COMPANY'S REAL ESTATE

In addition to the usual elementary production means, such as rail vehicles, the Com-
pany also owns real estate. A total of 224 buildings and 217 plots of land owned by the
Company are registered at the Czech Cadastral Office. Regular maintenance of real es-
tateis carried out by the Rail Vehicle Repair Centre- itself in line with the financial plan;
the investment activities are carried out in line with the investment plan of the Com-

pany.

ROLLING STOCK, MANAGEMENT OF VEHICLES

In 2013, CD Cargo, a.s. had 826 traction vehicles and more than 26 thousand wagons of
various types for the operation of freight trains. As needed, the rolling stock is supple-
mented by a group of leased vehicles with an average number being 2,600. Of the total
of the rolling stock, approximately 18 thousand vehicles were operational. At the end of

2013, the Company proposed to dispose of 4,483 wagons and 100 traction vehicles due
to physical wear and tear, moral obsoleteness and poor technical condition; they await
physical liquidation. In addition to the registered number of traction vehicles, the own-
ership of 86 polonised 181/182 and 767 series locomotives belongs to the subsidiary com-
pany Koleje Czeskie, Sp.Z 0.0.in 2013.

During 2013, the Company changed the system of planning and maintenance of wag-
ons from the time to performance perspective. This method leads to the better and
more efficient management of funds for repairs of vehicles depending on performed
repairs.

The planned maintenance and repairs of railway vehicles were carried out primarily in our
own repair centres of railway vehicles, in Ceské drahy, a.s., DPOVa.s. Pferov and partially
in private repair shops according to effective contracts.

In 2013, the Company continued to adjust the rolling stock to the needs of the trans-
portation market as much as possible with an objective of an increased operability
of vehicles in international operations. The predominant part of the attention was
paid to the use of our own capacities of vehicles and their adjustment to changing
requirements of customers. These primarily included adjustments of high-side Eas
vehicles that consisted of the complete replacement of the vehicle case and the ex-
change of the combined floor for a full-metal floor. In addition, 100 Res series vehicles
were adjusted to the Rs series. The renovation consisted in the removal of sideboards
sothat the vehicle is appropriate for the transport of wide metal sheets up to a width
of 3.10 m. The Company thus responded to the requirement of our significant cus-
tomers in the transportation of iron when we had to lease this type of vehicle from
external suppliers. The preparation of our own vehicles brought a significant financial
saving.

In the management of vehicles, the Company focused on the planning and use of ve-
hicle capacity in 2013 and will continue to do so in the coming years. The objective of
all these efforts is to minimise the numbers of vehicles for the provision of the con-
tracted performances in transportation and consequently reduce the funds invested
in their maintenance. The Company regularly assesses the use of vehicle capacity as
part of the Company's reporting, including the identification of key problems accord-
ing to individual business groups of wagons. The redundant vehicle capacity will be
used in other business activities for lease so that the management of vehicles is as ef-
fective as possible and provides additional sources for its operability. The Company
started to prepare projects that closely relate to this issue and that should bring ef-
fective instruments for the rolling stock management and vehicle capacity planning
in the future.

In 2013, the rolling stock was not extended to include new vehicles; however, certain lo-

ANNUAL REPORT 2013 OF CD CARGO, A.S.

comotives were modernised as part of planned repairs. The benefits of these modifica-
tionsincluded anincrease in the quality of labour conditions for the vehicle operation, in-
creases in safety and the improvement of the operational and technical parameters of
vehicles. We should also mention the introduction of a system used for the monitoring of
motor diesel in diesel locomotives and their use.

LEASE OF RAIL VEHICLES

One of the Company's significant business activities also includes the lease of rail vehi-
cles, i.e. freight wagons and locomotives. In regards to locomotives, these are primarily
long-term leases to our partners. These are redundant vehicles solely for use outside
the Czech Republic. In the respect of the lease of wagons, we provide our customers
with both long-term and short-term or repeated leases of vehicles for spot and one-off
transactions. For these purposes, the Company has sufficient vehicle capacity available
and offers the leasing of all wagon series, including cisterns.

Cross-Functional Activities

MARKETING AND COMMUNICATION ACTIVITIES

The Company's marketing and communication activities 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. For 2013, the Company set the priorities of
business activities for the following period and thus set the objectives of individual
marketing campaigns and activities. The promotion of the Company focused on the
existing and potential customers and the public in order to strengthen the awareness
of the Company. The principal means of these objectives included a marketing cam-
paign, support for cultural and sports projects and participation in international pro-
fessional trade fairs and conferences.

WEB PRESENTATION

CD Cargo, a.s. treats the website as one of the most significant communication channels.
For this reason, the Company initiated a project to improve the look of the website in
2013 with the objective of offering the users well-arranged information in a modern
graphical design. Intensive work on the preparation of the new website was completed
at the beginning of 2014 when the website was launched.

An integral part of the website, designated for registered users — CD Cargo, a.s. cus-
tomers-is the single EROZA interface for the access to CD Cargo applications.

PRINT AND MEDIA COMMUNICATION WITH CUSTOMERS

In 2013, CD Cargo, a.s. issued a number of documents in various language versions fo-
cused on the promotion of individual products CD Cargo, a.s. offers. The publication
of CARGO Motion and Bulletin CD Cargo quarterlies was discontinued at the end of
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2012.Animportant element of the intracompany communication is the Cargovak inter-
nal newspaper, which was available for all employees in electronic form at the CD Cargo
portal in 2013. This monthly is intended solely for employees of CD Cargo, a.s., they are
informed on up-to-date topics of the Company issues.

TRADE FAIRS AND CONFERENCES

Trade fair presentations are an irreplaceable part of the marketing communication of
CD Cargoand are an important element in support of an active business policy. In the
past years, the trade fair display of CD Cargo has participated in the most significant
transportation and logistics trade fairs and always attracts attention primarily due
to its original design.

In 2013, this method was used for the presentation of a comprehensive offer of
CD Cargo, a.s. services at the TransRussia trade fair in Moscow and primarily at the
most significant transportation and logistics event of this kind in Europe — Transport
Logistic in Munich. We should also mention the autumn participation at the TRAKO
trade fair in Gdansk, Poland. Czech trade fairs traditionally include the common ex-
position of the CD Group at the international trade fair of railways technology, Czech
Raildays Ostrava.

Significant conferences primarily include “Business Conference of CD Cargo” which is
intended for business partners and customers and focuses on the business and price
policy of the Company for the following year. Already long-established was the par-
ticipation of CD Cargo at the SpeedChain international logistics conference which was
held in Prague at the end of 2013.

RESEARCH, DEVELOPMENT AND COOPERATION WITH UNIVERSITIES

During 2013, the Company continued its cooperation with certain Czech universities,
predominantly technical and economic universities (the University of Economics in
Prague, the Jan Perner Transportation Faculty in Pardubice, the Faculty of Transportation
at the Czech Technical University, etc). The core of this cooperation includes consultations
with and supervision for students during the preparation of their annual, semester, bach-
elor'sand master's diploma works.

The topics of the diploma works are submitted and selected according to their potential
contribution to the Company and they concern a whole range of current and potential
problems and issues regarding railway freight transport, including topics of new business
opportunities, the inclusion of railway transport in consumer goods transport and logis-
tics chains, economics and HR management.

CD Cargo perceives the cooperation with universities as highly significant, both with
regard to seeking and finding new solutions and as a means of recruiting future em-
ployees.



ANNUAL REPORT 2013 OF CD CARGO, A.S

08

INFORMATICS

The year 2013 saw the completion of the first stage of development for the operational
and business system and consequently the principal architecture of the information sys-
tems in CD Cargo. It is based on the organisational structure of the Company and is di-
vided into three principal areas:

m Operational and business activities covered by the PROBIS information system

= Economic management of the Company covered by the SAP information system

® Internal operations of the Company and ICT security supported by applications on the
SharePoint platform

These areas are amended by certain special applications or software tools, of which
the support of HR activities using the EGJE programme is the most robust.

Operational and Business System (PROBIS)

The new operational and business information system is developed with financial sup-
port from EU funds, specifically the Transport Operational Programme. In 2013, the
Company completed the first stage consisting of the implementation of all pro-
grammes and instruments that were dealt with in 14 partial projects. In addition, the
Company initiated the second stage entitled IS Upgrade. Its objective is to integrate
all changes in technical specifications for the interoperability of subsystems of telem-
atics applications in the railway freight transport, TSI - TAF, into the existing solution
that was made in thefirst stage as it was not possible to integrate them in the ongoing
implementation. This stage will involve the completion of the interconnection of all
programme parts and launch of the completed product for operational, business and
economic controlling.

Economic Systems and Systems for the Internal Operations of the Company

In 2013, the Company used the SAP system on a standard basis, in which several adjust-
ments to process changes were made. The process of electronic approval of received in-
voices, including their archiving, was put into operation and the project of the
preparation of automated processing for estimated receivables, which will be realised
in 2014, was completed.

Internal Operations

In respect of internal operations, the Company focused on the further development of
supporting and operational applications in the environment of the CD Cargo internal
portal. Newer computerised issues include the records of control activities, damage,
applications for invoicing an updated approval of orders, and invoices. The portal is
a vital platform for the sharing of information and documents, which is proved by an
increase of 10 thematic web spaces and almost 50 GB of data in 2013.

Safety Policy and Infrastructure
In 2013, other applications were connected to Identity management, primarily the new
web portal for customers and several partial operational work and systems.

As early as 2010, the Company started the process of the renewal of its computers, i.e
desktops, laptops and LCD panels, including all of the necessary peripherals. End-use fa-
cilities are renewed in regular cycles of 3and 5 years (3 years for laptops; 5 years for desk-
tops and LCDs). As part of the regular renewal of IT technology, the Company initiated
the process of the gradual replacement of the most obsolete laptops after the comple-
tion of the planned three-year period of their use, the Company optimises the structure
and equipment with IT technology on a gradual basis in respect of the growing demands
for the mobility of employees and accumulation of functions provided for by one work-
place.

INVESTMENTS

In 2013, the Company realised investments in the amount of almost CZK 1.16 billion (in-
cluding the component accounting for inspection repairs of wagons). The Company's in-
vestment activities are predominantly focused on rail vehicles; these investments
amounted to 83.63% of the acquired fixed assets in 2013 (including the component ac-
counting).

Investments in Freight Vehicles

In 2013, the Company purchased freight vehicles - completed leases. In addition, the
Company made technical improvements on freight vehicles. Technical improvements on
Eas 52. Sk vehicles continue (exchange of the wooden floors for metal floors) and last but
not least, the RES series renovation of freight vehicles to Rs series was made by the re-
moval of sideboards. As a result, the Company has vehicles appropriate for the transport
of wide sheet metals.

Investments in Traction Vehicles

Inthe area of traction vehicles with electric drives, the Company made improvements
toits traction vehicles, specifically the modification of five 130 series traction vehicles,
and continues the modernisation of traction vehicles from 210 series to 218 series. In
2013, the Company continued to work on 163 series locomotives under modernisa-
tion to 363.5 series two-system locomotives, the remaining 7 modernised locomo-
tives of this series were supplied. Investment activities in locomotives include
technical improvements to locomotives of different types and with different drives
(use of gel batteries, modifications made during higher-level manufacture repairs,
modification of the locomotive driver's post, changes to the wheels, modification of
the charging from an external source, etc). As part of central OHS projects, the loco-
motive driver's posts are modified (modification and soundproofing of the post, in-
stallation of security glass or air-conditioning units, etc).
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Investments in Construction and Machinery

Another significant component of the Company's investment activities includes activities
in the area of construction and machinery. The investments in construction and machin-
ery were focused on modernising machinery premises and technological equipment for
the needs of organisational structure units and on renovating administrative and repair
centres within these units. During 2013, the Company focused on investments in savings
of energy and environmental improvement. For these projects, the Company received
subsidies of CZK'1.30 million. The renovation of the fuel station in the railway vehicles re-
pair shop in Most and the sewerage system in the railway vehicles repair shop in Bfeclav
contributed to environmental improvement. Other constructions contributed to dealing
with social and sanitary conditionsin individual workplaces in both construction invest-
ments and OHS investments.

The plan of OHS investments for 2013 pursuant to the union centres of 31 January 2012
included the continued projects with the cost of CZK 4.05 million as part of the granted
limit of CZK 7 million. The most significant implemented OHS projects in 2013 included
the renovation of restrooms and cloakrooms in the Railway Vehicles Repair Shop in
Nymburk at CZK 3.31 million and the renovation of the restrooms in the operating build-
ing ON (VPK) PP Olomouc with a cost of 0.51 million. Renovations of the gate in ONV Usti
nad Labem and the Railway Vehicles Repair Shop Pferov with CAPEX continued with the
costs of CZK 2.39 million and CZK 1.60 million, respectively, which will be completed in
2014.

Other Investments
Othersignificant investments include investments in information systems and technolo-
gies, the acquisition of handling equipment and the purchase of real estate.

The principal IT investments included the completion of the first stage of the implemen-
tation of PROBIS (operational and business information system). In 2013, the Company
received a subsidy for this investment of CZK 57.83 million. Another significant IT invest-
ment was the modification of the SAP information system at CZK 10.62 million.

Selected Operational Units and Rail Vehicle Repair Centres exchanged obsolete han-
dling equipment in 2013. These primarily included the renovations of quinary jacks at
CZK 4.41 million and a forklift for the Railway Vehicle Repair Centre in Usti nad Labem
at CZK'1.09 million.

As part of the purchase of real estate, the Company purchased a wagon repair shop in
Jihlava from €D, a.s. for CZK 6.87 million.

Component Accounting for Significant Repairs of Railway Vehicles
The method of component accounting for significant repairs of railway vehicles that
has been applied since 1 January 2010 is reflected in standalone items in the list of in-
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vestments. With respect to the acquisition of fixed assets, these specifically include
completed inspection repairs of railway vehicles and major and general repairs in 2013.

Staff Policy and Social Programmes

In 2013, the Company continued to implement measures to improve its financial situa-
tionand increase work effectiveness. HR work appropriately focused on the optimisation
of the professional structure and a socially-acceptable reduction in the number of em-
ployees while maintaining the employment rate necessary for the effective operation of
the Company.

The Company continued the contractual cooperation with selected high schools in the
training of their graduates — our future employees - focusing on the decrease in the age
of the employee base. The contracts with schools include theoretical and practical prepa-
ration, cooperation within the research and development programmes, use of the latest
scientific and technological findings and their implementation in our operations, partic-
ipation in the creation of study programmes, etc. Students of contractual high schools
receiving a contribution for studies as part of the motivation programme, which is con-
ditioned by an obligation to gradually complete their studies and join Cargo CD, a.s. in
the positionof train driver trainee.

In line with the applicable legislation and in cooperation with trade unions, the occupa-
tional safety and health and improved working and social conditions for employees by
way of company healthcare and rehabilitation stays has remained in focus.
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From January to December 2013, the average registered headcount recalculated to full-
time employees decreased by 771 employees, i.e. from 8,493 (January 2013) to 7,722 em-
ployees (December 2013). The physical headcount as of 31 December 2013 was 7,704.

Average number of employees recalculated to FTE in individual months
of 2013
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In relation to meeting the objectives of the business plan, it was necessary to optimise
activities in the Company in direct connection with the optimal number of employees
providing only those activities that are necessary in respect of operations of the Company,
and those that have to be provided as they result from the applicable legal regulations,
contracts, agreements, or membership in bodies and institutions. This intention has to
follow a trend where the necessary savings are linked to savings in the staff costs of the
Company.

In 2013, the average monthly salary in CD Cargo, a.s., i.e. the payroll costs, excluding
other staff costs, amounted to CZK 28,806.

In line with the applicable legislation, the social fund of CD Cargo, a.s. was predomi-
nantly used for the employees of CD Cargo, a.s. in 2013 to:

m Make contributions for cultural and sports activities;

m Make contributions for holidays and summer camps for children; and

m Provide social assistance, etc.

Nine trade unions operate within CD Cargo, a.s., including multi-professional unions as well
asunions solely representing specific professional groups of employees. The Company's col-
lective agreement, which regulates individual and collective relationships between the em-
ployer and the employees, as well as mutual relationships between trade unions and the
employer, was concluded with effect from 1 January 2013 until the end of 2013.

CODE OF ETHICS

The Code of Ethics isan instrument that helps ensure that the day-to-day activities and be-
haviour of all employees of CD Cargo, a.s. correspond to principles defined by the Company.
Itis a set of specific rules that define the standard of professional employee behaviour. In
2013, the employees of CD Cargo, a.s. continued to perceive the Code of Ethics as a moral
commitment defining the moral attitudes, personal attitude and activities of all employees
towards the Company, colleagues, customers, business partners and the public. The Code
of Ethics creates a base for maintaining principal values that every employee of the Com-
pany respects, such as teamwork, responsibility, quality and a professional attitude.
CD Cargo, a.s. promotes an open style focused on customers and business and respecting
the values of people that help to create it. The management of CD Cargo, a.s. contributes
to the application of these principles and to the effective performance of the activities of
CD Cargo, a.s. through the creation of an adequate work environment and maintaining an
equal approach to employees with a focus on the assessment of work. The Code of Ethics
isamended and developed by the Work Rules of CD Cargo, a.s.

QUALITY MANAGEMENT - I1SO

The introduction of ISO management systems adheres to the principal objective of
CD Cargo, a.s. - to be a reliable and sought-after transporter with a stable share on the
railway freight transportation market. The satisfaction of customers with the quality of
provided services, safety of transportations, long-term financial stability, increase in the
volume of transported goods and strengthening of the position in the intrastate and in-
ternational transportation is a necessary precondition for the meeting of the objective.

The control of management systems, including ISO internal audits, was delegated by the
Board of Directors of Cargo €D, a.s. to the Office of the Chairman of the Board of Directors.
This division deals with all activities that relate to management systems and quality as-
surance 1SO 9001, environment ISO 14001, and OHS under OHSAS 18001 standard. Con-
currently, the Internal Audit division that performs audits in all organisational structure
units was charged to perform certain activities.
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Zdenék Meidl, a member of the Board of Directors and Operational Manager was ap-
pointed representative of the CD Cargo, a.s. management for quality and environment
standards under 1SO 9001:2008 and ISO 14001:2004. Mojmir BakalaF, HR Manager, was
appointed representative of the CD Cargo, a.s. management for OHS management ac-
cording to OHSAS 18001:2007.

The principal event in ISO management systems in 2013 was the annual extension of
quality, environment and OHS management systems certificates that were previously
granted to the Company. In May, the Company underwent an external supervision audit
for all three certified systems - a recertification audit for 1ISO 9001 and 1SO 14001 and
concurrently the first supervision control audit for OHSAS 18001. The team of auditors
performed a process-oriented audit focusing on significant aspects, risks and objectives
required by certification standards. The audit did not identify any inconsistencies. The ex-
ternal audit identified several findings - these audit findings are in the category of obser-
vations and recommendations. The Company adopted an adequate attitude to the
findings and they were naturally dealt with.

The result of the audit was the inspection of the compliance with the requirements spec-

ified by the above standards and granting of new certificates or an extension of the effect

of the existing certificates and following of the opinion of the leading external auditor:

® Pursuant to the findings from the combined re-certification audit under 1SO 9001 and
ISO 14001, and the first supervision audit under OHSAS 18001, it can be stated that
CD Cargo, a.s. complies with the requirements for the conditions of the quality, envi-
ronment and OHS management according to the above standards;

B ThelSOintegrated system of management systems has been established and is func-
tional; and

m The Company proved the process of continuous improvement.

The conclusion of the auditor was the recommendation for the continued registration

under OHSAS 18001:2007 and registration under [SO 9001:2008 and 1SO 14001:2004

under the accreditation of SGS CZs.r.o.

SGS SGS SGS Accreditation No.

SCES 017

Throughout the year, audits of ISO management systems were performed; their purpose
was to verify the setting of these systems. Internal and external audits are announced al-
ways as combined (integrated), i.e. these audits are performed in the organisational struc-
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ture units and workplaces of CD Cargo, a.s. together. The objective of all of the preceding
quality, environment and health and safety at work audits, both external and internal, is
the confirmation that the system of ISO management systems:

m Complies with the requirements of international standards;

m Isdeveloped in order for CD Cargo, a.s. to achieve its objectives; and

m Complies with legislation, applicable regulations and contractual requirements.

For quality and work safety management systems, the following issues are subject to cer-
tification:

m Business activities in railway freight transport;

= Provision of railway freight transportation services;

= Operation of railway and railway siding transport;

® Maintenance and repairs of rail vehicles and their components; and

® Leaseand sub-lease of rail vehicles.

For the environmental system of management, the certification includes:
= Maintenance and repairs of rail vehicles and parts

Certified organisational structure units in the QMS (1ISO 9001) system include almost
all sections of the central level of the Company and all units of the organisational
structure of the executive level including the clearing centre of transport sales in Olo-
mouc, Ceska Trebova Operations Management, all Operational Units (including sub-
ordinate Operational Plants) and Rail Vehicle Repair Centres (including subordinate
Repair Plants of Railway Vehicles). The EMS system includes only the maintenance and
repair of rail vehicles in the O12division of the General Directorate of CD Cargo, a.s.
and all Rail Vehicle Repair Centres (including Rail Vehicles Repair Plants). The entire
CD Carqo, a.s. is included in the OHS (OHSAS 180001) management system.

AEO Certificate

Since 2009, CD Cargo, a.s. has held the AEO certificate - "Simplified Customs Proce-
dures/Safety and Security” (AEOF), due to the resolution of the local administrative
body, the then Customs Directorate in Ceské Budéjovice. Through the obtaining of the
AEO (Authorised Economic Operator) certificate, the Company proved the quality of pro-
vided services and compliance with all legislative requirements.

In 2013, the Czech Customs Administration reviewed the compliance with the conditions
and criteria of the AEO certificate holder. The Company met the requirements relating to
the compliance with conditions and criteria for AEO certificate holder. The Company con-
tinues to provide guarantees to customs authorities in EU member states as a reliable
and financially stable entity aware of customs issues.
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The Company and the Community

INTERNATIONAL ACTIVITIES AND RELATIONSHIPS

The international activities of the Company include issues of the membership of CD Cargo
ininternational organisations and the coordination of international projects. Since its for-
mation, the Company's involvement in the activities of international organisations has
been based on the conditions set out in the contract for international cooperation con-
cluded between the Company and €D, a.s. With its parent company, the Company jointly
promotes the principle of a uniform concept, i.e. uniform membership of the CD Group,
coordination and information sharing. Under this contract, Ceské drahy, a.s., is a guar-
antor of its membership in the International Union of Railways (UIC), the Community of
European Railways (CER), the Organisation for Railway Cooperation (OSZD), Forum Train
Europe (FTE), and the International Rail Transport Committee (CIT). The Company has
become a standalone member in the Bureau Central de Clearing (BCC).

In UIC, CD Cargo, a.s. is actively involved in a number of projects, bodies and work
groups, primarily the Freight Transportation Forum and its studies groups. Ininforma-
tion technology, it is the IT group and its GRU work sub-group for applications for
freight transport. In addition, the Company participates in the European project of im-
plementation of technical specifications for the interoperability of telematic applica-
tions for freight transport (TSI TAF) and became the first transporter to implement the
required connections with the infrastructure administrator. In research and develop-
ment of interoperability, CD Cargo, a.s. stated its intention to get involved in the
Shift2Rail initiative.

CD Cargo, a.s. is additionally a member of the RAILDATA organisation, which operates
key central European systems for data exchange. The Company is fully engaged in the ISR
system, which allows the monitoring of the current location and condition of vehicles in
18 countries of Western, Central and Southern Europe. Together with CD, the Company
is connected to the European railway IP data Hermes VPN network and participates in
the activities of HIT Rail. The system has improved, e.g. the arrival to the destination is
determined according to experience and the events of vehicles are monitor in more detail.
In 2013, the Company was involved in the activities of the international Xrail Alliance, the
objective of which is to support the transport of individual vehicle shipments in the terri-
tories of member states of this organisation. The Alliance includes seven partners oper-
ating in 12 countries: CD Cargo, a.s., (Czech Republic), CFL cargo (Luxembourg), DB
Schenker Rail (Germany, Netherlands, Denmark, North of Italy), Green Cargo (Sweden,
Norway), Rail Cargo Austria (Austria, Hungary, North of Italy), SBB Cargo (Switzerland)
and SNCB Logistics (Belgium). Through the provided information (tracking of the ship-
ment over its route, determining of the anticipated time of arrival at the railway station,
and efforts to meet its 90% guarantee), the Xrail system contributed to the increased sat-
isfaction of customers and, due to the weekly assessment of delays in selected routes, an

increase in the operational quality and reliability of transportation. Another area of focus
of the Xrail alliance is the place reservation of transport capacity in freight trains where
Xrail has the objective of creating a “central part” that would mediate cooperation be-
tween the reservation systems of the partners. The new system will be fully connected
and launched in October 2015.

In the long-term, CD Cargo, a.s. focuses on cooperation with Eastern European states.
To this end, it generally supports and promotes, among other things, the unified
CIM/SMGS cargo document, which reduces the costs of transporters, increases the speed
of and improves the quality of the transportation process. The new cargo list is, as shown
by the statistics of CD Cargo and other railways, e.g. RZD or UZ, popular. In 2013, 25,956
shipments were transported with the CIM/SMGS cargo document (13,173 export, 12,783
import). In transports with the Russian Federation, the CIM/SMGS cargo document was
used as follows: export — 78%, import — 88%, with Belarus — export - 16%, import - 67%,
Ukraine —export —10%, import — 1%, Kazakhstan — export - 90%. The pro-active approach
of CD Cargo in this issue is underlined by the fact that Kazakhstan opened all import
routes for the unified cargo document on 1 January 2013 pursuant to the application of
the Company and subsequent use by the Ministry of Transport and OSZD international
organisation.

ECOLOGY AND ENVIRONMENTAL PROTECTION

The Company treats environmental protection with the highest priority and actively pro-
tects the environment. CD Cargo, a.s. holds certificates under CSN EN 1SO 140001 : 2005.
Ecology concerns are hierarchically managed by the Head Ecologist, who communicates
atthelocal executive level with determined employees of Rail Vehicle Repair Services Cen-
tres and Operational Units.

Production of waste of €D Cargo, a.s. in 2013 by category of waste

EnNOo@®r HOO()

01| OKV UNL 05| OHV OVA 09 | OKV Pferov 13| PrP Strakonice
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The principal rules are based on environmental policy/environmental management,
whose purpose is to describe, assess and improve the management system in the Main-
tenance and Repairs of Railway Vehicles and in the Rail Vehicle Repair Services Centres in
respect of waste, the negative impacts of activities and technologies (e.g. in compliance
with the principles of pollution prevention, readiness for accidents, purchase of environ-
mentally friendly products, environment, and primarily the efforts to minimise the pro-
duction of waste).

As the EMS system focuses on providing the best conditions for environmental protection,
the Company realised investments in 2013 forimproving certain environmental activities.
In addition, the Company continued clean-up work as part of the liquidation of passed-
down environmental burdens in a railway vehicle repair centre in Usti nad Labem and
arailway vehicle repair shop in Breclav.

During the reporting period, the Company organised reqular internal audits focusing on
compliance with the determined criteria and obligations set by the effective legislation
for environmental protection.

Fire Protection:

m Giventhe nature of its business activities, the Company was no longer obliged to have
a fire-fighting unit in 2013. Fire prevention guidelines were adjusted in order to acti-
vate the units of the integrated Czech rescue system in the event of fire or danger.

® Inaccordance with the"Organisational Rules” of CD Cargo, a.s., the Maintenance and
Repairs of Railway Vehicles department continues to be the guarantor of fire preven-
tion. The documentation is updated on a continuous basis and past inspections, per-
formed by the Czech Fire-fighting Squad, identified no failures.

Corporate Social Responsibility

As part of its activities, the Company participates in several corporate social responsibility
projects.

Together with the parent company CD, a.s., CD Cargo, a.s. participates in the long-estab-
lished Preventive Train project, which is intended for older kids and young people, and
which focuses on safety in railway transportation, and the Cinema Train project, which
ensures free-of-charge projections for children in selected railway stations.

The Company supports children from foster homes or foster families, provides help to dis-
abled sportsmen and has decided to promote children's athletics in order to engage chil-
drenin sports.
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Since 1999, Diakonie Broumov and other railway entities have cooperated. For the Di-
akonie Broumov Civic Association, CD Cargo, a.s. provides the transportation of col-
lected clothes from approximately 190 load points in the Czech Republic to the sorting
centre in Broumov for further processing. It is additionally engaged in the transporta-
tion of these goods from Slovakia. In 2013, the Company transported almost 600 wag-
ons with 6 thousand tonnes of goods to Broumov. Another form of cooperation is the
direct collection of clothes in railway vehicles in selected stations, provided by regional
charity organisations.

Companies in which CD Cargo has an Equity Interest

TERMINALBRNO, A.S.

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

Share capital: CZK 71,550,000

Equity interest: 66.93 % (CZK 47.89 million)

On 8 October 2012, the extraordinary General Meeting of Terminal Brno, a.s. decided to
increase the share capital of the company through the subscription of new shares and
payment of their issue rate through cash contributions. The share capital increased from
CZK 16,200 thousand to CZK 71,550 thousand. The reason for the increase in the share
capital was the obtaining of financing for the renovation of the area of the container rail-
way terminal in Brno. The increase in the share capital was recorded in the Register of
Companies on 31 January 2013.

Principal business activities: operation of a combined transportation terminal in Brno.

€D LOGISTICS, A.S.

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

Equity interest: 56% (CZK 5.6 million)

Principal business activities: shipping.

€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% (2.04 million)

Principal business activities: operation of the container terminal in Lovosice.

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: shipping.

KOLEJE CZESKIE SP. Z O.0.

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

Share capital: PLN 41,966,000

Equity interest: 100%

On 5)June 2013, anincrease in the share capital to PLN 41,966 thousand was recorded
in the Register of Companies. The General Meeting decided on an increase in the share
capital from PLN 100,000 on 29 March 2013.

Principal business activities: the mediation of services in freight transportation on be-

half of CD Cargo, a.s., as well as shipping, railway transportation, and other secondary
activities in ground transportation.
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CD - GENERALVERTRETUNG WIEN GMBH

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

Share capital: EUR 275,000

Equity interest: 100%

On5June 2013, anincreasein the share capital to EUR 275 thousand was recorded in the
Register of Companies. The General Meeting decided on the increase in share capital from
EUR 45,000 on 25 April 2013. The Company sold its equity investment in this entity to CD
Generalvertretung GmbH. The change of ownership was recorded in the Register of Com-
panieson 23 July 2013.

Principal business activities: mediation of services in freight transport on behalf of
CD Cargo, a.s., shipping.

GENERALNE ZASTUPENIE €D CARGO, S.R.O.

Date of entry in the Register of Companies: Slovakia, 24 September 2008

Share capital: EUR 46,639

Equity interest: 1.61% (EUR 750)

On12)July 2013, anincrease in the share capital to EUR 46,639 was recorded in the Reg-
ister of Companies. The GGeneral Meeting decided on the increase in share capital from
EUR 6,639 0n15April 2013.1n 2013, the Company sold its majority investment (98.39%)
in this entity to Koleje Czeskie Sp. z0.0. and kept an equity investment of 1.61%. The new
owner was recorded in the Register of Companies on 22 August 2013.

Principal business activities: mediation of services in freight transport on behalf of
CD Cargo, a.s., shipping.

AUTO TERMINAL NYMBURK, S.R.O.

Date of entry in the Register of Companies: 24 October 2012

Share capital: CZK 200,000

Equity interest: 100%

Principal business activities: shipping and technical activities in transportation. The com-
pany has been dormant.

CD INTERPORT, S.R.O.

Date of entry in the Register of Companies: 11 March 2013
Share capital: CZK 200,000

Equity interest : 51 % (CZK 102 thousand)

Principal business activities: shipping.

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: cargo handling and technical transportation services.
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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 CD Cargo's own transportation means.

OSTRAVSKA DOPRAVNI SPOLECNOST, 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.

XRAILS.A.

Date of entry in the Register of Companies: Belgium, 24 June 2010

Share capital: EUR 68,975.10

Equity interest: 13 % (EUR 8,966.76)

The extraordinary General Meeting of Xrail S.A. decided on the increase of share capital
from EUR 61,500 to EUR 68,975.10.

Principal business activities: support forthe management of international transport of
wagon shipments among the operators of the railway transport.

BUREAU CENTRAL DE CLEARING SOCIETE COOPERATIVE A RESPONSABILITE
LIMITEE (BCCS.C.R.L.)

Date of entry in the Register of Companies: Belgium, 17 December 1996

Share capital (fixed part): EUR 18,750

Equity interest: 3.36% (EUR 3,750)

Principal business activities: non-cash settlements of mutual payments in railway trans-
port by CD Cargo, a.s..
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Financial Position

Investment Activities of CD Cargo, a.s.

In accordance with its business plan, the major priorities of CD Cargo, a.s. include the
renovation and modernisation of its rolling stock and additional investment activities
related to machinery and construction, and other investments that are crucial for car-
rying out its operations.

The Annual Report of CD Cargo, a.s. includes three sets of financial statements:
® Individual financial statements (CAS);

® Individual financial statements (IFRS); and

= Consolidated financial statements (IFRS).

The information provided in the Annual Report is based on the financial statements
prepared according to Czech Accounting Standards (Individual financial statements
(CAS)).

Acquisition of freight cars

Renovation and modernisation of freight cars

Acquisition of traction vehicles

Renovation and modernisation of traction vehicles

Machinery investments

Construction investments

Other investments

Component accounting of inspection repairs of railway vehicles
Total investments

Prepayments for investments provided (as of 31 December)

Balance Sheet

In the period from 31 December 2012 to 31 December 2013, the value of the Com-
pany's total assets and liabilities decreased by CZK 239.1 million. The value of fixed as-
sets decreased by CZK 705.9 million and amounted to CZK11,546.6 million, i.e. 78.6%
of the total assets. The current assets, which include inventory, receivables and current
financial assets, increased by CZK 406.1 million to CZK 2,673.2 million, ie 18.2% of the
total assets. Deferred expenses and accrued income increased by CZK 60.8 million to
CZK 473.3 million and account for 3.2% of the total assets.

The value of the Company's equity in the reporting period increased by CZK 395.2 million
to CZK 6,444.4 million, i.e. 43.8% of its total liabilities. External funding decreased by
CZK 605.7 million to CZK 8,225.4 million in the reporting period, which represents 56.0%
of the total liabilities. Accrued expenses and deferred income decreased by CZK 28.5 mil-
lion to CZK 23.3 million and represent 0.2% of the total liabilities.

2013

200 10 0 0 0
52 241 214 584 1262

0 0 0 0 1
389 1448%) 63 390 502
2 100%) 23 11 19
45%) 108 53 104 92
143%) 109%) 72 109 165
330 558 748 507 -
1161 2574 1173 1705 2041
0 105 239 239 77

*) investments of CZK 58 million and CZK 59 million in 2012 and 2013, respectively, were acquired from subsidies
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Profit and Loss Account

The Company's profit before tax for 2013 in the amount of CZK 600.9 million was achieved
with the aggregate income of CZK 15,199.3 million and the total costs (excluding income
tax) of CZK 14,598.4 million, including accounting amortisation and depreciation charges
of CZK 992.4 million. The value of EBITDA (earnings before interest, taxes, depreciation
and amortisation) amounted to CZK 1,682.0 million.

Funding of Cargo, a.s.

The Company's investment and operational activities are financed via a combination of
the Company's own internal cash flow and external funding, which comprises of short-
term bank loans, supplier loans, leases and bonds.

OPERATING BANK LOANS

Infinancing operating activities, the Company has overdraft loans of up to CZK 1.2 bil-
lion provided by four banks. The increased competition between banks allowed the
Company to obtain lower interest rates. Since 2013, the Company has been included
in the physical cash-pooling of CD a.s. As part of the cash-pooling, the Company can
use funds of up to CZK 0.6 billion and the contractual limit is above the drawing limit
of CZK 0.4 billion.

BILL OF EXCHANGE PROGRAMME

The billofexchange programme was approved in the amount of CZK 1.5 billion and the
Company's Supervisory Board must be informed about any intention to draw more
than CZK 1 billion in advance. The billofexchange programme was not drawn from as
of 31 December 2013; however, the bill-of-exchange facility is kept as a reserve for
short-term financing independent of bank sources.

LEASES

During 2013, the Company realised the second tranche of the leaseback of modernised
363.5 series traction vehicles. The implementation of this event significantly increased
the financial stability of the Company's cash flow.

BONDS

This funding source significantly increases the financial stability of the Company’s cash
flow due to its long-term nature. The bond issue was realised in connection with the in-
troduction of the strategy for the gradual replacement of short-term funding sources with
long-term ones. The bond programme is approved in the total amount of CZK 6 billion
and the issue is not public. In 2013, the Company issued no new bonds. The total issued
bonds as of 31 December 2013 amounted to CZK 2.5 billion.
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Risk Management of CD Cargo, a.s.

Onanongoing and long-term basis, €D Cargo, a.s., monitors and assesses all material
business risks, specifically business and operating risks.

In 2013, the Company further developed the integrated risk management system,
which is based on best practices and the set framework of Corporate Governance rules.
The activities of organisational units in the Company are governed by the CD Group
Manual for risk management, which determines specific procedures for the identifica-
tion, analysis, measurement, and strategy of management and processes of dealing
with, monitoring, reporting and communicating risks.

The standardisation of procedures is supported by the "eRisk" risk management
method for the entire CD Group. The introduced single method of risk management
created preconditions for further development and an increase in the quality of the
monitoring, assessing and reporting of all significant risks.

The principal objective of the implemented system for active risk management is to
achieve maximum reduction of negative impacts on the results of the Company and
the CD Group on an ongoing basis, i.e. minimise the impacts of unused opportunities
for generating income and reduce negative impacts of costs. As part of the active risk
management, the Company introduced the ongoing monitoring and assessment of
compliance with approved risk limits and the overall risk appetite of the Company in
2013.

BUSINESS, OPERATIONAL, COMPLIANCE AND STRATEGIC RISKS

The deliverables from the risk monitoring systems are discussed on a regular basis by
the Risk Management Committee, and are delivered to the Board of Directors of the
Company and subsequently to the Audit Committee.

INSURANCE FOR OPERATIONAL RISKS

The Company hedges a range of operational risks via insurance 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 the liability for damage by the owners of wagons.

FINANCIAL RISKS

The goals and methods of the Company's risk management are based on the Financial
Risk Management Strategy in CD Cargo, a.s. This defines the goals for individual risks
and permitted derivative operations used to hedge against the risks. The Company'’s
goal is to hedge risk so that an open position is not higher than the approved risk ap-
petite as stipulated in the Financial Risk Management Strategy.
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PRICE RISK

In relation to the development of the transportation market, CD Cargo, a.s. faced con-
siderable pressure for a reduction of pricesin 2013. The ever-growing competition from
other railway transporters significantly influenced the price and business policy prima-
rily in the sector of complete trains and partial vehicle shipments which are grouped
into short complete trains and subsequently assumed by another transporter. These
trends impact all commodities and an increasing amount of transportation routes — it
is no longer true that competing transporters operate only in several profitable direc-
tions (east-west transit and similar) and ignore other routes.

The price policy in the transport of individual shipments focused on the maximum in-
crease in the effectiveness of these activities and maintaining the competitiveness in
the respect of road transportation.

Business negotiations were conducted with the objective of stabilising transporta-
tion volumes and sales in the form of multi-year contracts. Another instrument
used to eliminate business risks was the offer of comprehensive services, including
the transportation of goods abroad, among other things by certain subsidiaries of
CD Cargo, a.s.

The purchase of railway vehicles, their renovation and modernisation and lease, in-
cluding potential funding from external sources, are usually dealt with by above-limit
public orders in the conditions of CD Cargo and they are subject to tenders in compli-
ance with the applicable Act on Public Contracts.

The Company proceeds similarly in the inspection repairs of wagons and repairs of
higher-grade locomotives. The consistent application of the Act on Public Contracts
leads to the optimisation of prices in the acquisition, renovation, modernisation or re-
pair of railway vehicles, and in the acquisition of external funding to cover the invest-
ments in railway vehicles. For the modernisation and repair of railway vehicles, the
Company regularly uses worn, but repairable, components (e.g. wheel sets, under-
frames) from vehicles intended for liquidation. This brings savings in repair costs and
the prices of railway vehicle modernisation.

LIQUIDITY RISK
The Company’s liquidity risk is managed so as to ensure that the volume of funding
necessary to settle the financial liabilities is sufficient and diversified.

On a day-to-day basis, liquidity development as well as the Company's cash flow is as-
sessed. On the basis of these analyses, decisions are made on the optimum use of op-
erating funding.

CREDIT RISK

The Company has in place a system to continuously monitor receivables by individual
companies and default periods with a special focus on receivables past due by more
than 30 days. The development of past due receivables is dealt with by the Receivables
Committee.

To provide additional collateral to support risky receivables, standard tools in various
combinations are used. To improve the liquidity level and for the sake of decreasing the
amount of receivables and payables, the Company actively pursues a netting policy,
giving special attention to receivables past due by more than 30 days.

CURRENCY RISK

Given that a significant part of the Company's income is realised in Euros, the Company
pays constant and systematic attention to currency risk. To mitigate negative impacts
on the Company's financial performance, a wide range of tools are used, which are ap-
plied on a short-term as well as medium-term basis based on their underlying charac-
teristics.

The goal of currency risk management is to hedge so that an open position is not higher
than the Company's approved risk appetite. To achieve the required status, the meth-
ods and tools to manage currency risk arising from the Financial Risk Management
Strategy are approved.

During 2013, the Company mitigated the risk of possible currency strengthening by
the continuing mid-term hedging of the exchange rate of the Czech crown against the
Euro. With respect to the expected collections in Euro for the performance delivered
and the internal price calculation, the hedging of the CZK/EUR exchange rateisin line
with the Financial Risk Management Strategy as approved by the Company’s Board of
Directors.

COMMODITY RISK - PRICE OF RAILWAY DIESEL

Railway diesel used by the Company represents a significant cost component. During
2013, the Company used a medium-term hedging of the diesel price, which reduces
the Company's commodity risk.

The commodity risk management's goal is to hedge so that an open position is not
higher than the Company's approved risk appetite. To achieve the required status, the
methods and tools for commodity risk management arising from the Financial Risk
Management Strategy are approved.
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INTEREST RATE RISK

Changes in floating interest rates may be sources of the interest rate risk. The intere-
strate risk management’s goal is to hedge so that an open position is not higher than
the Company's approved risk appetite. The maximum share of funding using the float-
ing interest rate is specified at 50% of the total volume under the Financial Risk Man-
agement Strategy. To achieve the required status, interest-rate risk management
methods and tools arising from the Financial Risk Management Strategy are ap-
proved.

Through various hedging instruments, fixed values of interestrate swaps are achieved
to eliminate any possible risk of a floating rate increase in compliance with the Finan-
cial Risk Management Strategy as approved by the Company's Board of Directors.

In2011and 2012, the debtissue was hedged. The hedging was made through an IRS.
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Anticipated Development, Objectives
and Intended Activities

A strategic objective for CD Cargo for 2014 is to maintain its leading position on the
freight transportation market in the Czech Republic and in the Central European re-
gion. The Company will seek to obtain new orders related to the anticipated economic
revival, maintain the existing business cases and gradually, in the long-term, regain
thelost orders and increase volumes. The key task will be to maintain the existing vol-
ume of bulk cargo transports, predominantly brown and black coal, coke, iron ore and
fuels with concurrent optimisation of capacities for these transports in order to cut
the costs and concurrently offer competitive prices.

One of the results of the growing competition on the transportation market is the de-
cline in margins. For this reason, the key task is the extension of the offered service in
the full range of the transportation chain in order to be open to end customers, and
focus on their needs in both the Czech Republic and abroad. In these activities, the
Company will use the potential of the subsidiaries abroad as much as possible. The
Company will offer services relating to the transportation route operations to owners
of railway sidings - for the maintenance of current, and obtaining of new, transports.

Other activities of CD Cargo will focus on combined transportation, among other
things, with respect to the existing good results from the operations of complete trains
transporting road trailers, including new lines opened in 2013. The Company has to be
ready for the anticipated increase in transports from China, Russia and other countries.
The network of logistics centres has to allow for CD Cargo to enter the segment of
other transports which were formerly the sphere of road transport - such as the supply
of food chains and consumer goods transport, etc. Further activities will focus on an
increase in the utilisation ratio of the Innofreight system, primarily through a change
in their setting from ad hoc transports to stable transports in the long-term (transport
of waste, bulk cargo, etc.).

To meet the principal objective defined in the Framework Outlook of CD Cargo's Oper-
ations, i.e. achieving a balanced result in the division of individual shipments in 2017,
the Company will continue to implement optimisation measures with the objective of
gradually increasing the effectiveness of its capacities.
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Share Capital

The Amount of the Issued Share Capital

As of the balance sheet date of 31 December 2013, the share capital amounts to CZK
8,494,000 thousand, which was paid in full.

Ownership Structure

SOLE SHAREHOLDER:

Ceské drahy, a.s.

Praha 1, nabfezi L. Svobody 1222,11015
Corporate ID: 709 94 226
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Report of the Supervisory Board and Audit Committee

Report of the Supervisory Board

REPORT OF THE SUPERVISORY BOARD OF €D CARGO, A.S., ON THE PERFORMANCE
OF ITS REMIT FOR THE YEAR ENDED 31 DECEMBER 2013 AND THE RESULTS OF THE
SUPERVISORY ACTIVITIES

During 2013, the Supervisory Board of CD Cargo, a.s. held eleven meetings, in which it
always had a quorum.

The Company's Supervisory Board executed its powers and fulfilled all tasks in compliance
with legal regulations, the Company's Articles of Association, its rules of procedure and
applicable regulations. The Company's Supervisory Board systematically monitored the
due execution of the function of the Board of Directors while carrying out its business ac-
tivities. The Board of Directors provided the Supervisory Board with necessary information
and supporting documentation for its monitoring activities. The Chairman of the Board
of Directors, together with other members of the Board of Directors, regularly partici-
patedin all meetings and informed the Supervisory Board continuously of the Company's
business activities and results of operations.

The Supervisory Board paid undivided attention to discussing and/or reviewing significant
business documents, in particular the Financial Statements of CD Cargo, a.s., for the period
from 1 January 2012 to 31 December 2012 with the Auditor's Opinion and Report by the
Audit Committee of CD Cargo, a.s., on the financial statements and the Auditor's Opinion,
the individual financial statements of CD Cargo a.s. under IFRS as adopted by the EU for
the period from 1 January 2012 to 31 December 2012 with the Auditor’s Opinion and the
Report by the Audit Committee of CD Cargo, a.s., on the individual financial statements
of CD Cargo, a.s. under IFRS as adopted by the EU for the period from 1 January 2012 to
31 December 2012 with the Auditor's Opinion, the Proposal for the Distribution of
CD Cargo, a.s!s financial result for the period from 1 January 2012 to 31 December 2012,
the Board of Director's Report on the Business Activities of CD Cargo, a.s., and the Balance
of its Assets for the period from 1 January 2012 to 31 December 2012, and the Related Par-
ties Report for the period from 1 January 2012 to 31 December 2012.

The Supervisory Board also discussed and evaluated the request of the Company's Board
of Directors for consent with specified legal acts.

The Supervisory Board states that it had all conditions in place to duly exercise its ac-
tivities. During the performance of its supervisory activities, the Supervisory Board
identified no breaches or failures to meet its obligations on the part of CD Cargo a.s.
oritsindividual members of the Board of Directors as stipulated by the legal regula-
tions, CD Cargo a.s's Articles of Association, the Company's internal guidelines and
the sole shareholder's instructions acting in the capacity of the General Meeting or
on the General Meeting's own initiative addressed to the Company’s Board of Direc-
tors.

At its fifty-seventh meeting, the Supervisory Board discussed the Report of the Board of
Directors on CD Cargo, a.s's Business Activities and the Balance of its Assets for the year
ended 31 December 2013 and agrees with the content thereof.

Inaddition, at its fifty-eighth meeting, the Supervisory Board reviewed the following doc-
uments: the Report on Relations between Related Parties for the year ended 31 Decem-
ber 2013 with the Auditor's Report, the Financial Statements of CD Cargo, a.s., for the
year ended 31 December 2013, including the Independent Auditor’s Report and the Re-
port of the Audit Committee of CD Cargo, a.s., on the financial statements with the Au-
ditor's Opinion, Separate Financial Statements and Consolidated Financial Statements
of CD Cargo, a.s. prepared under IFRS as adopted by the EU for the year ended 31 Decem-
ber 2013, and the Proposal to Allocate the Economic Results of CD Cargo, a.s., for the year
ended 31 December 2013. The Supervisory Board recommended that the sole share-
holder, Ceské drahy, a.s., acting in the capacity as the General Meeting of CD Cargo, a.s.,
approve all of the above-mentioned documents.

In Prague on 16 April 2014

Daniel Kurucz
Chairman of the Supervisory Board
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Report of the Audit Committee

REPORT OF THE AUDIT COMMITTEE OF €D CARGO, A.S.

The Company's Audit Committee executed its duties and performed all tasks in ac-
cordance with legal regulations, the Company'’s Articles of Association, its rules of
procedure and the effective contractual arrangements. It systematically monitored
the preparation of the Company's financial statements, the audit and interim audit
thereof, and related documents for the periods from 1 January 2012 to 31 December
2012, 1 January 2013 to 30 September 2013 and 1 January 2013 to 31 December
2013.

The Company's Audit Committee was informed by the Company's representatives,
duly and on time, of the relevant information and documents related to the indivi-
dual steps of preparing the Company's financial statements under Czech Accounting
Standards and IFRS as adopted by the EU and the Report on Related Party Transac-
tions for the periods from 1 January 2012 to 31 December 2012 and 1 January 2013
to 31 December 2013, and of preparing the Annual Report of CD Cargo, a.s. for the
years ended 31 December 2012 and 2013.

The Audit Committee also assessed the impartiality and independence of the Com-
pany's auditor, Deloitte Audit s.r.0., discussed and communicated selected informa-
tion, and issued statements and communications in accordance with the legislation.
During the preparation of the financial statements and the mandatory audit thereof,
the preparation of the Report on Related Party Transactions and related activities,
the Audit Committee, acting in its capacity, did not identify any errors or breaches
of the legal regulations or the Company's Articles of Association by either the Com-
pany or the auditor.

With regard to the facts stated above and after discussing the draft auditor’s report
ontheFinancial Statements and the contents of the draft auditor's report on the Re-
port on Related Party Transactions, the Audit Committee recommended that the
Company's bodies discuss the Financial Statements along with the Auditor's Report
and the Report on Related Party Transactions along with the Auditor’s Report for
the periods from 1 January 2012 to 31 December 2012 and from 1 January 2013 to
31January 2013 and that the sole shareholder, acting in the capacity of the General
Meeting, approve the documents. It also recommended that the Company's bodies
discuss the separate and consolidated financial statements of CD Cargo, a.s. under
IFRS as adopted by the EU for the year from 1 January 2012 to 31 December 2012
and 1 January 2013 to 31 December 2013, and that the sole shareholder, acting in
the capacity of the General Meeting, approve the documents.

In addition, the Audit Committee monitored the integrity of the financial informa-
tion provided by the Company and the internal control systems and risk manage-
ment in the Company. It discussed the report of internal control and internal audit
in the Company.

With regard to the facts referred to above, the Company’s Audit Committee states
that it complied with the obligations ensuing from legal regulations, in particular
the Act on Auditors 93/2009 Coll. dated 26 March 2009 and the Company's Articles
of Association, as amended.

In Prague on 4 April 2014

OldFich Vojif
Chairman of the Audit Committee
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REPORT OF THE AUDIT COMMITTEE OF (D CARGO, A.S. ON THE CONSOLI-
DATED FINANCIAL STATEMENTS OF €D CARGO, A.S. PREPARED UNDER IFRS
FOR THE YEAR FROM 1 JANUARY 2013 TO 31 DECEMBER 2013, INCLUDING
THE AUDITOR'’S OPINION

The Audit Committee of CD Cargo, a.s., in line with the relevant provisions of Act
93/2009 Coll., on Auditors, asamended, and the Articles of Association of CD Cargo, a.s.,
as amended, continuously monitored the proceedings taken in the preparation of the
Consolidated Financial Statements of CD Cargo, a.s. under IFRS, the procedure of the
audit of the financial statements and all related documents for the year from 1 January
2013to 31 December 2013, from the preparation phase of the whole process.

The Audit Committee was made aware by the representatives of CD Cargo, a.s., duly
and on time, of the relevantinformation and materials related to individual steps taken
in preparing the Consolidated Financial Statements of CD Cargo, a.s. under IFRS, for
theyearfrom 1 January 2013 to 31 December 2013.

The Audit Committee also assessed the impartiality and independence of the Com-
pany'sauditor — Deloitte Audit s.r.o., discussed and communicated selected accounting
information, and issued statements and communications in accordance with appli-
cable legislation. During the preparation of the Consolidated Financial Statements
under IFRS for theyearfrom 1 January 2013 to 31 December 2013, the obligatory audit
thereof and the relating activities, the Audit Committee, acting in its capacity, identified
no errors or breaches of the legal regulations or the Company’s Articles of Association
by either the Company or the auditor.

With regard to the facts outlined above and in respect of the draft Auditor's Opinion on
the Consolidated Financial Statements prepared under IFRS, the Audit Committee re-
commends that the Consolidated Financial Statements of CD Cargo, a.s. prepared
under IFRS for the year from 1 January 2013 to 31 December 2013 and the Auditor’s
Opinion be discussed by the bodies of CD Cargo, a.s. and approved by the sole share-
holder acting in the capacity of the General Meeting.

Based on the information disclosed above, the Audit Committee of CD Cargo, a.s. sta-
tes that it fulfilled the obligations arising from legal requlations, principally from Act
93/2009 Coll., on Auditors of 26 March 2009, as amended, the Articles of Association
of €D Cargo, a.s., as amended, and that it took into consideration all information it
has received related to the Consolidated Financial Statements of CD Cargo, a.s., under
IFRS, for the year from 1 January 2013 to 31 December 2013, and the Auditor's Opi-
nion.

Oldfich Vojif
Chairman of the Audit Committee
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REPORT OF THE AUDIT COMMITTEE OF €D CARGO, A.S. ON THE SEPARATE
FINANCIAL STATEMENTS OF €D CARGO, A.S. PREPARED UNDER IFRS FOR
THE YEAR FROM 1 JANUARY 2013 TO 31 DECEMBER 2013, INCLUDING THE
AUDITOR'S OPINION

The Audit Committee of CD Cargo, a.s., in line with the relevant provisions of Act
93/2009 Coll., onAuditors, asamended, and the Articles of Association of CD Cargo, a.s.,
as amended, continuously monitored the proceedings taken in the preparation of the
Separate Financial Statements of CD Cargo, a.s. under IFRS, the procedure of the audit
of the financial statements and all related documents for the year from 1 January 2013
to 31 December 2013, from the preparation phase of the whole process.

The Audit Committee was made aware by the representatives of CD Carqgo, a.s., duly
and on time, of the relevant information and materials related to individual steps taken
in the preparation of the Separate Financial Statements of CD Cargo, a.s. under IFRS,
for the year from 1 January 2013 to 31 December 2013.

The Audit Committee also assessed the impartiality and independence of the Com-
pany'sauditor — Deloitte Audit s.r.o., discussed and communicated selected accounting
information, and issued statements and communications in accordance with appli-
cable legislation. During the preparation of the Separate Financial Statements under
IFRS for the year from 1 January 2013 to 31 December 2013, the obligatory audit the-
reof and the relating activities, the Audit Committee, acting in its capacity, identified
no errors or breaches of the legal regulations or the Company’s Articles of Association
by either the Company or the auditor.

With regard to the facts outlined above and in respect of the draft Auditor's Opinion on
the Separate Financial Statements prepared under IFRS, the Audit Committee recom-
mends that the Separate Financial Statements of CD Cargo, a.s. prepared under IFRS
for the year from 1 January 2013 to 31 December 2013 and the Auditor's Opinion be
discussed by the bodies of CD Cargo, a.s. and approved by the sole shareholder acting
in the capacity of the General Meeting.

Based on theinformation disclosed above, the Audit Committee of CD Cargo, a.s. states
that it fulfilled the obligations arising from legal regulations, principally from Act
93/2009 Coll., on Auditors of 26 March 2009, as amended, the Articles of Association
of D Cargo, a.s.,asamended, and that it took into consideration all information it has
received related to the Separate Financial Statements of CD Cargo, a.s., under IFRS, for
theyear from 1 January 2013 to 31 December 2013, and the Auditor's Opinion.

Oldfich Vojif
Chairman of the Audit Committee



1 3 Independent Auditor’s Report

To the Shareholders of €D Cargo, a.s.

Having its registered office at: Jankovcova 1569/2¢, 170 00 Praha 7 - HoleSovice
Identification number: 281 96 678

REPORT ON THE FINANCIAL STATEMENTS

Based upon our audit, we issued the following audit report dated 19 March 2014 on the finan-
cial statements which are included in this annual report in the chapter Single Financial State-
ments (CAS):

“We have audited the accompanying financial statements of CD Cargo, a.s., which comprises
the balance sheet as of 31 December 2013, the profit and loss account, statement of changes
in equity and cash flow statement for the year then ended, and a summary of significant ac-
counting policies and other explanatory notes.

Statutory Body’s Responsibility for the Financial Statements

The Statutory Body is responsible for the preparation and fair presentation of these financial
statements in accordance with accounting regulations applicable in the Czech Republic, and
for such internal control as management determines is necessary to enable the preparation of
financial statements that are free from material misstatement, whether due to fraud or error.

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 application guidelines issued by the Chamber of Auditors of the
Czech Republic. Those standards require that we comply with ethical requirements and plan
and perform the audit to obtain reasonable assurance about whether the financial statements
are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and dis-
closuresin thefinancial statements. The procedures selected depend on the auditor's judgment,
including the assessment of the risks of material misstatement of the financial statements,
whether due to fraud or error. In making those risk assessments, the auditor considers internal
control relevant to the entity's preparation and fair presentation of the financial statements in
order to design audit procedures that are appropriate in the circumstances, but not for the pur-
pose 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 2013, and of its financial performance and its cash flows for the
year then ended in accordance with accounting regulations applicable in the Czech Republic.

Emphasis of Matter

We draw attention to Note 4.11. to the financial statements, which describes the uncertainty
relating to the future development of the Company's business and legal disputes and its con-
tinuing restructuring and their potential future impact on the Company. Based on legal analyses
and the results of proceedings in the current legal disputes and having evaluated all potential
risks, current developments of disputes and the progress of the Company'’s restructuring, the
Company reports reserves as of 31 December 2013 which, together with other reserves, total
CZK 1,399,051 thousand. Our opinion is not modified in respect of this matter”

REPORT ON THE FINANCIAL STATEMENTS

(IN ACCORDANCE WITH INTERNATIONAL FINANCIAL REPORTING STANDARDS)

Based upon our audit, we issued the following audit report dated 28 March 2014 on the finan-
cial statements which areincluded in this annual report in the chapter Separate Financial State-
ments (IFRS):

“We have audited the accompanying financial statements of CD Cargo, a.s. which comprise the
statement of financial position as of 31 December 2013, and the statement of profit or loss,
statement of comprehensive income, statement of changes in equity and statement of cash
flows for the year then ended, and a summary of significant accounting policies and other ex-
planatory notes.

Statutory Body's Responsibility for the Financial Statements

The Statutory Body is responsible for the preparation and fair presentation of these financial
statements in accordance with International Financial Reporting Standards as adopted by the
EU, and for such internal control as management determines is necessary to enable the prepa-
ration of financial statements that are free from material misstatement, whether due to fraud
or error.

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 application guidelines issued by the Chamber of Auditors of the
Czech Republic. Those standards require that we comply with ethical requirements and plan
and perform the audit to obtain reasonable assurance about whether the financial statements
are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and dis-
closures 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 statements,
whether due to fraud or error. In making those risk assessments, the auditor considers internal
control relevant to the entity’s preparation and fair presentation of the financial statementsin
order to design audit procedures that are appropriate in the circumstances, but not for the pur-
pose 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 2013, and of its financial performance and its cash flows for
theyear then ended in accordance with International Financial Reporting Standards as adopted
by the EU.

Emphasis of Matter

We draw attention to Note 23 to the financial statements, which describes the uncertainty re-
lating to the future development of the Company's business and legal disputes and its contin-
uing restructuring and their potential future impact on the Company. Based on legal analyses
and the results of proceedings in the current legal disputes and having evaluated all potential
risks, current developments of disputes and the progress of the Company's restructuring, the
Company reports provisions as of 31 December 2013 which, together with other provisions,
total CZK 1,399,051 thousand. Our opinion is not modified in respect of this matter”
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REPORT ON THE CONSOLIDATED FINANCIAL STATEMENTS

(IN ACCORDANCE WITH INTERNATIONAL FINANCIAL REPORTING STANDARDS)

Based upon our audit, we issued the following audit report dated 28 March 2014 on the finan-
cial statements which are included in this annual report in the chapter Consolidated Financial
Statements (IFRS):

“We have audited the accompanying consolidated financial statements of CD Cargo, a.s. and
its subsidiaries which comprise the statement of financial position as of 31 December 2013,
and the statement of profit orloss, statement of comprehensive income, statement of changes
in equity and statement of cash flows for the year then ended, and a summary of significantac-
counting policies and other explanatory notes.

Statutory Body's Responsibility for the Financial Statements

The Statutory Body is responsible for the preparation and fair presentation of these financial
statements in accordance with International Financial Reporting Standards as adopted by the
EU, and for such internal control as management determines is necessary to enable the prepa-
ration of financial statements that are free from material misstatement, whether due to fraud
or error.

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 application guidelines issued by the Chamber of Auditors of the
Czech Republic. Those standards require that we comply with ethical requirements and plan
and perform the audit to obtain reasonable assurance about whether the financial statements
are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and dis-
closuresin the financial statements. The procedures selected depend on the auditor's judgment,
including the assessment of the risks of material misstatement of the financial statements,
whether due to fraud or error. In making those risk assessments, the auditor considers internal
control relevant to the entity’s preparation and fair presentation of the financial statementsin
order to design audit procedures that are appropriate in the circumstances, but not for the pur-
pose 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 consolidated financial statements give a true and fair view of the financial
position of CD Cargo, a.s. and its subsidiaries as of 31 December 2013, and of its financial per-
formance and its cash flows for the year then ended in accordance with International Financial
Reporting Standards as adopted by the EU.

Emphasis of Matter

We draw attention to Note 23 to the financial statements, which describes the uncertainty
relating to the future development of the Company's business and legal disputes and its con-
tinuing restructuring and their potential future impact on the Company. Based on legal
analyses and the results of proceedings in the current legal disputes and having evaluated

all potential risks, current developments of disputes and the progress of the Company's re-
structuring, the Company reports provisions as of 31 December 2013 which, together with
other provisions, total CZK 1,410,006 thousand. Our opinion is not modified in respect of
this matter”

REPORT ON THE RELATED PARTY TRANSACTIONS REPORT

Based upon our review, we issued the following review report dated 28 March 2014 on the Re-
lated Party Transactions report which isincluded in this annual report in the chapter Report on
Relations between Related Parties:

“We have reviewed the factual accuracy of the information included in the related party trans-
actions report of CD Cargo, a.s. for the year ended 31 December 2013. This related party trans-
actions report is the responsibility of the Company's Statutory Body. Our responsibility is to
express our view on the related party transactions report based on our review.

We conducted our review in accordance with Auditing Standard 56 issued by the Chamber of
Auditors of the Czech Republic. This standard requires that we plan and perform the review to
obtain moderate assurance as to whether the related party transactions report is free of ma-
terial factual misstatements. A review is limited primarily to inquiries of Company personnel
and analytical procedures and examination, on a test basis, of the factual accuracy of informa-
tion, and thus provides less assurance than an audit. We have not performed an audit of the re-
lated party transactions report and, accordingly, we do not express an audit opinion.

Nothing has come to our attention based on our review that indicates that the information
contained in the related party transactions report of CD Cargo, a.s. for the year ended 31 De-
cember 2013 contains material factual misstatements.

REPORT ON THE ANNUAL REPORT

We have also audited the annual report of the Company as of 31 December 2013 for consistency
with the financial statements referred to above. This annual report is the responsibility of the
Company's Statutory Body. Our responsibility is to express an opinion on the consistency of the
annual report and the financial 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 stan-
dards require that the auditor plan and perform the audit to obtain reasonable assurance about
whether the information included in the annual report describing matters that are also pre-
sented in the financial statements is, in all material respects, consistent with the relevant fi-
nancial statements. We believe that our audit provides a reasonable basis for our opinion.

In our opinion, the information included in the annual report of the Company is consistent, in
all material respects, with the financial statements referred to above.”

InPrague on 5 May 2014

P /’,I V4
;Y
_— 56««7‘6 Aqg/
Audit firm: Certificate no. 79 Statutory auditor: Certificate no. 2037

Deloitte Audit s.r.o. Vaclav Loubek

14 Separate Financial Statements (CAS)

Name of the Company: CD Cargo, a.s.
Registered Office: Praha 7 - HoleSovice, Jankovcova 1569/2¢, 170 00
Legal Status: Joint Stock Company

Corporate ID: 28196 678

! Chapters relating to financial statements are numbered separately.



m Balance Sheet

As of 31.12.13 (CZK'000)

B.lL
B.I1.
B.I.3.
B.1.4.
B.I7.
B.II.
B.IL1.
B.I.2.
B.IL3.
B.IL6.
B.IL7.
B.IL8.
B.IL.9.

B.IIIL.

B.IILL.
B.IIL2.
B.IIL3.
B.IIL4.

B.IILS.

C.L
C.L1.
ClL.
ClI.1.
Cll.3.
ClII.5.
Cl.7.

c..

CHLL.
ClL2.
CIL3.
C.IL6.
CHL7.
C.lL8.
C.lLe.

Civ.

C.IV.1.
C.Iv.2.

D.I.
D.I.1.

D.1.3.

TOTAL ASSETS

Fixed assets

Intangible fixed assets

Start-up costs

Software

Valuable rights

Intangible fixed assets under construction
Tangible fixed assets

Land

Structures

Individual movable assets and sets of movable assets
Other tangible fixed assets

Tangible fixed assets under construction
Prepayments for tangible fixed assets
Valuation difference on acquired assets
Non-current financial assets

Equity investments - subsidiary (controlled entity)
Equity investments in associates

Other securities and investments

Loans and borrowings - controlled or controlling entity, associates
Other non-current financial assets
Current assets

Inventories

Material

Long-term receivables

Trade receivables

Receivables - substantial influence
Long-term prepayments made

Other receivables

Short-term receivables

Trade receivables

Receivables - controlled or controlling entity
Receivables - substantial influence

State - tax receivables

Short-term prepayments made
Estimated receivables

Other receivables

Current financial assets

Cash on hand

Cash at bank

Other assets

Deferred expenses

Accrued income
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32950032
29585432
680781
28492
461102
140389
50798

28 378 876
81240
1409822
21213405
48

62896

54
5611411
525775
463555
56445

19

2436
3320
2891274
146 373
146373
74597

68 604

225
5768
2229731
1781612
380
8228
86019
87042
230098
36352
440573
1584
438989
473326
472677
649

31.12.13

Adjustment

18 256 946
18038 837
400041
28492
267029
104520

17638796

644 490
13628988

3365318

218109

68 604
68 604

149 505
137267

12238

14693 086
11546 595
280740

194073
35869
50798

10740080
81240
765332
7584417
48

62896

54
2246093

525775

463555
56 445

19

2436
3320
2673165
146 373
146 373
5993

225
5768
2080226
1644 345
380
8228
86019
87042
230098
24114
440573
1584
438989
473326
472677
649

14932136
12252518
265970
1425
122354
49174
93017
11794156
81240
718 389
8256637
48
114492
105237
2518113
192392
129458
52162

7452
3320
2267050
131812
131812
3314

3211

90

13
1973859
1586228

8575
11176
96 288

217554
54038
158 065
1914
156151
412568
412150
418

m Balance Sheet

As of 31.12.12 (CZK'000)

Al
All
A.ll.
AllL
All3.
AL
AlllLL.
Alll.2.
AlV.
AIV.1.
AlV.2.
AV.
B.

B.l.
B.L4.
B.IL
B.II.5.
B.IL.6.
B.II.9.
B.II.10.
B.IIL
B.ILL.
B.ILS.
B.IIL6.
B.IL7.
B.ILS.

B.ILS.

B.I11.10.
B.IIIL11.

B.IV.
B.IV.2.
ClL
Cl1.
Cl.2.

TOTAL LIABILITIES & EQUITY

Equity

Share capital

Share capital

Capital funds

Share premium

Gains or losses from the revaluation of assets and liabilities
Statutory funds

Statutory reserve fund/Indivisible fund
Statutory and other funds

Retained earnings

Accumulated profits brought forward
Accumulated losses brought forward
Profit or loss for the current period (+ -)
Liabilities

Reserves

Other reserves

Long-term liabilities

Long-term prepayments received
Bonds issued

Other payables

Deferred tax liability

Short-term liabilities

Trade payables

Payables to employees

Social security and health insurance payables
State - tax payables and subsidies
Short-term prepayments received
Bonds issued

Estimated payables

Other payables

Bank loans and borrowings
Short-term bank loans

Other liabilities

Accrued expenses

Deferred income
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31.12.13
14693 086
6444 381
8494000
8494 000
174633
138540
36093
134700
60653
74047
-2788721
97331
-2886052
429769
8225402
1399051
1399051
2212724

1500000
168575
544149

3768936

1588562
268848
116313

86185
1224

1000000
375316
332488
844 691
844 691

23303
22935
368

31.12.12
14932136
6049 221
8494000
8494000
188 559
138540
50019
155380
60653
94727
-829932
97331
-927 263
-1958 786
8831110
1320047
1320047
3208 808
3803
2500000
271127
433878
3442750
2107 805
275325
118143
64976
40205

331599
504 697
859 505
859505
51805
49791
2014
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As of 31.12.13 (CZK" Year ended 31.12.2013 Year ended 31.12.2012
1. Production 12712927 14100989
IL1. Sales of own products and services 12559105 13928088
I1.3. Own work capitalised 153822 172901
B. Purchased consumables and services 7264778 8642725
B.1. Consumed material and energy 2211095 2369140
B.2. Services 5053683 6273585
+ Added value 5448149 5458 264
C. Staff costs 4206 240 4415993
C.l. Payroll costs 3055193 3167942
c.2. Remuneration to members of statutory bodies 9855 19054
C.3. Social security and health insurance costs 966 649 1040195
C.4. Social costs 174543 188 802 m Statement of Changes in EqUity
D. Taxes and charges 18720 4083
e ) . . Share Capital Statutory and Statutory Accumulated profits ~ Accumulated losses Profit or loss for the TOTAL

E Depreciation of intangible and tangible fixed assets 992417 2579867 As of 31.12. 13 (CZK' capital funds other funds reservefund  brought forward brought forward current period EQUITY
. Sales of fixed assets and material 1697748 675039 Balance at 31 December 2011 8494000 166175 118 062 60653 97331 -854 827 72436 8008 958
11.1. Sales of fixed assets 1679451 658181 Distribution of profit or loss 272436 72436
1.2, Sales of material 18297 16858 Revaluation of non-current financial assets 25789 25789
F. Net book value of fixed assets and material sold 1088614 593150 Change of value of hedging derivatives 4204 4204
Fl. Net book value of sold fixed assets 1073351 581950 Change in deferred tax on financial derivatives 799 799
F.2. Book value of sold material 15263 11200 Use of the social fund 23335
G. Change in reserves and provisions relating to operating activities and complex deferred expenses 275734 -2694 Profit or loss for the current period 11958 789 1958789
V. Other operating income 162809 170856 Balance at 31 December 2012 8494 000 188559 94727 60653 97331 -927 263 -1958789 6049218
H. Other operating expenses 164292 122042 Distribution of profit or loss -1958789 1958789
: Operating profit or loss 562689 -1408 282 Revaluation of non-current financial assets 80422 80422
VI Proceeds from the sale of securities and investments 845 19 Change of value of hedging derivatives 1116479 1116479
). Cost of securities and investments sold 8263 756 Change in deferred tax on financial derivatives 22131 22131
VII. Income from non-current financial assets 17 604 36114 Use of the social fund 220680
VII.3. Income from other non-current financial assets 17 604 36114 Profit or loss for the current period 429769 429769
IX. Income from the revaluation of securities and derivates 82386 43514 Balance at 31 December 2013 8494000 174633 74047 60653 97331 -2886 052 429769 6444 381
L. Costs of the revaluation of securities and derivates 96162 64012
X. Interest income 875 1775
N. Interest expenses 88651 100114
XI. Other financial income 524075 376676
0. Other financial expenses 394 466 396 640
# Financial profit or loss 38243 -103424
Q. Income tax on ordinary activities 171163 -27151
Ql. -due 38762
Q2. - deferred 132401 -27151
o Profit or loss from ordinary activities 429769 -1484 555
R. Extraordinary expenses 535000
S. Income tax on extraordinary activities -60769
S.2. - deferred -60769

Extraordinary profit or loss -474 231
s Profit or loss for the current period (+/-) 429769 -1958 786

Profit or loss before tax 600932 -2046 706
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m Cash Flow Statement

Year ended 31.12. 2013 (CZK'000)

P.

Al

All.
Al2.
A.l3.
Al4.
A.15.

A.l6.

AE

A.2.

A21.
A22.

A.2.3.

A
A3,
A4
A5,
A7.

A

B.1.
B.2.
B.3.

B,

Cl.
C.2.

C.2.5.

.

Opening balance of cash and cash equivalents
Cash flows from ordinary activities

Profit or loss from ordinary activities before tax
Adjustments for non-cash transactions
Depreciation of fixed assets

Change in provisions and reserves

Profit/(loss) on the sale of fixed assets

Revenues from dividends and profit shares
Interest expense and interest income

Adjustments for other non-cash transactions

Net operating cash flow before changes in working capital

Change in working capital
Change in operating receivables and other assets
Change in operating payables and other liabilities

Change in inventories

Net cash flow from operations before tax and extraordinary items

Interest paid

Interest received

Income tax paid from ordinary operations
Received dividends and profit shares

Net operating cash flows

Cash flows from investing activities

Fixed assets expenditures

Proceeds from fixed assets sold

Loans provided to related parties

Net investment cash flows

Cash flow from financial activities
Change in payables from financing
Impact of changes in equity

Payments from capital funds

Net financial cash flows

Net increase or decrease in cash and cash equivalents

Closing balance of cash and cash equivalents
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Year ended 31.12.13
158 065

600932
713169
992417
275734
-598 681
-17 604
87776
-26473
1314101
65405
-16951
98 290
-15934
1379506
-88651
875

17 604
1309334

-1859307
1204004
8575

-646 728

-359038
-20680
-20680

-379718

282 888
440953

Year ended 31.12.12

92525

-1511706
2579323
2579867

-2694
-76 231
-36114

98339

16155

1067617
654 456

53051
607 907

-6 502

1722073
-100114
1775

-6 258
36114
1653590

-2694 058
658181
8924

-2026 953

462238
-23335
-23335

438903

65 540

158 065
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1. General Information

1.1. INCORPORATION AND DESCRIPTION OF THE BUSINESS

CD Cargo, a.s. (hereinafter the "Company") was formed following its registration in the Register
of Companies held by the Municipal Court in Prague, File B, Insert 12844, on 1 December 2007
through the investment of a business part of Ceské drahy a.s.

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

As of 31 December 2013, the Company reported the share capital of CZK 8,494,000 thousand
which was fully paid in.

The sole shareholder 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,
and being driving force on the freight transportation market, both in the Czech Republicand in
the Central European region.

The principal business activity - railway transportation of goods - is structured into two principal
segments:

m Transportation of complete trains; and
m Transportation of individual wagon loads.

The above segments are structured by the type of transportation as follows:

m Local;

m Export;

m Import; and
m 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, re-
quirements for vehicles, demands for operating technologies or special care of shipments:

m Transportation of solid fuels;

m Transportation of ores, metals and machinery products;

m Transportation of chemical products and liquid fuels;

m Transportation of construction material;

m Transportation of wood and paper;

m Transportation of food and agricultural products;

m Combined transportation - logistical solutions for transportation of shipments using inter-
modal transportation units, predominantly containers;

m Automotive; and

® 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:

m Operation of and transport on non-public railways - railway sidings;

m Shipmentand logistical services — predominantly logistics solutions for transportation of ship-
ments;

m Lease and other management of motor vehicles; and

m Lease and other management of wagons.

With respect to the listed principal and other activities, the Company provides the following serv-
ices:
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B Representation in customs proceedings;

m Operation of customs warehouses;

m Storage of goods and handling of cargo;

m Road freight transportation; and

m Safety advisory for the transportation of dangerous goods.

As part of its business activities, the Company, inits role as transporter, operated 970 tariff points
with dispatching authority for transportation of wagon loads and 1,065 railway sidings.

In terms of the volume of transportation, the Company is one of ten most significant railway com-
panies in Europe and the European Union.

1.2. RELATIONSHIP WITH $ZDC

The costs incurred in relation to Sprava Zeleznicni dopravni cesty, s.0. predominantly include
thefees for the allocation of capacity and use of the railway route in the years ended 31 Decem-
ber 2012 and 2013.The costs for the years ended 31 December 2012 and 2013 are disclosed in
Note 4.21.

The income of the Company predominantly includes compensation for increased costs incurred
as a result of traffic closures. The income for the years ended 31 December 2012 and 2013 is dis-
closed in Note 4.23.

As of 31 December 2013, the Company records receivables from, and payables to, Sprava
Zelezni¢ni dopravni cesty, s.0., the aggregate value of which represents a net payable of CZK
532,046 thousand in the year ended 31 December 2013. In the year ended 31 December 2012,
the aggregate net value of the receivables and payables represented a payable of CZK 409,285
thousand.

The Company has been conducting a legal dispute with Sprava Zelezni¢ni dopravni cesty, s.o. re-
garding the price of the purchased traction electricity during the 2009 reporting period. This dis-
pute was not finalised as of the 2013 financial statements date.

In addition, the Company has been conducting a legal dispute with Sprava Zelezni¢ni dopravni
cesty, s.0. regarding the method of settlement arising from the damages due to traffic closures
of SZDC, s.0. This dispute was not finalised as of the 2013 financial statements date.

1.3. ORGANISATIONAL STRUCTURE
The organisational structure is composed of divisions directly reporting to the Chairman of the
Board of Directors or divisional directors:

m Sales Director division;
m Operations Director division;
m Finance Director division.

In addition, the organisational structure includes operational units and repair centres for rail ve-
hicles.

The internal organisation of the Company (principles of the organisational hierarchy, organisa-
tional 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. and the Signing Authority Rules of CD Cargo, a.s.

1.4. GROUP IDENTIFICATION

The Company is part of the Ceské drahy Consolidation Group. The Ceské drahy Group provides
comprehensive services relating to the operation of the railway freight and passenger transporta-
tionand additional and complementary activities, specifically railway research, testing, telemat-
ics, accommodation and catering services. Ceské drahy, a. s. is the largest Czech railway
transporter with a long-term tradition and a contractual operator of most railway routes in the
Czech Republic. The owner of the Ceské drahy Group is the Czech Republic.
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CD Cargo, a.s. also manages the CD Cargo Consolidation Group which includes entities disclosed
inNotes4.3.1.and 4.3.2.The Company prepares the consolidated financial statements under In-
ternational Financial Reporting Standards for this group for the year ended 31 December 2013.

1.5. STATUTORY BODIES OF THE COMPANY

The sole owner of the Company is Ceské drahy, a.s. which acts as the Company’s General Meeting,
the supreme body of the Company, in the capacity as the sole shareholder of the Company. The
statutory body of the Company is the five-member Board of Directors, the supervisory body is the
six-member Supervisory Board. The Company established a three-member Audit Committee, the
members of which were appointed by the sole shareholder.

BODIES OF THE COMPANY AS OF 31 DECEMBER 2013:
Board of Directors of €D Cargo, a.s.

m Oldfich Mazanek, Chairman of the Board of Directors
m VaclavAndrysek, Member of the Board of Directors

m Zdenék Meidl, Member of the Board of Directors

m Pavel Lamacz, Member of the Board of Directors

m Fifth member —vacant as of 31 December 2013

Atits meeting held on 30 May 2013, the Board of Directors discussed the written announcement
on the resignation of the member, Vlastimil Chobot. His position of the member of the Board of
Directors expired on 31 May 2013. On 24 June 2013, Ceské drahy, a.s., as the sole shareholder of
the Company, acting in the capacity of the General Meeting, appointed Zby3ek Wactawik a mem-
ber of the Board of Directors with effect from 24 June 2013.

0n 31July 2013, Ceské drahy, a.s., as the sole shareholder of the Company, acting in the capacity
of the General Meeting, recalled Petr Zaluda as Chairman of the Board of Directors and appointed
Pavel Lamacz a member of the Board of Directors with effect from 1 August 2013.

Atits meeting held on 1 August 2013, the Board of Directors discussed the written announcement
on the resignation of the member, Zby3ek Wactawik. His position of the member of the Board of
Directors expired on 1 August 2013.

On 20 August 2013, Ceské drahy, a.s., as the sole shareholder of the Company, acting in the ca-
pacity of the General Meeting, decided to change the Articles of Association of the Company
which defined that the Board of Directors will newly have five members.

On 20 August 2013, Ceské drahy, a.s., as the sole shareholder of the Company, acting in the ca-
pacity of the General Meeting, appointed Oldfich Mazanek, Vaclav Andrysek, and Zdenék Meid|
members of the Board of Directors with effect from 26 August 2013.

Atits meeting held on 26 August 2013, the Board of Directors appointed Oldfich Mazanek Chair-
man of the Board of Directors.

Atits meeting held on 11 November 2013, the Board of Directors discussed the written announce-
ment on the resignation of the member of the Board of Directors, Petr May. His position of the
member of the Board of Directors expired on 11 November 2013.

Supervisory Board of €D Cargo, a.s.

m Dalibor Zeleny, Chairman of the Supervisory Board

m Zden&k Zemlicka, Member of the Supervisory Board
m Dusan Svoboda, Member of the Supervisory Board

m Miroslav Zamecnik, Member of the Supervisory Board
m Radek Nekola, Member of the Supervisory Board

1 Jindfich Nohal, Member of the Supervisory Board

On 20August 2013, Ceské drahy, a.s., as the sole shareholder of the Company, acting in the ca-
pacity of the General Meeting, recalled Milan Spacek and Zdenék Prosek as members of the Su-
pervisory Board with effect from 25 August 2013. In addition, it appointed Dusan Svoboda,

Dalibor Zeleny and Zdenék Zemlicka members of the Supervisory Board with effect from 26 Au-
qust 2013.

Atits meeting held on 18 September 2013, the Supervisory Board appointed Dalibor Zeleny Chair-
man of the Supervisory Board.

Administration Board of CD Cargo, a.s.

On 3 September 2013, Ceské drahy, a.s., as the sole shareholder of the Company, acting in the
capacity of the General Meeting, decided to cancel the Administration Board of the Company.
Concurrently, allits members were recalled.

Audit Committee of €D Cargo, a.s.

m OldFich Vojif - Chairman of the Audit Committee
m Miroslav Zamecnik — Member of the Audit Committee
m Libor Joukl - Member of the Audit Committee

No changes were made in this body during the reporting period.

2. Accounting Policies and General Accounting Principles

The financial statements are prepared and presented in accordance with Accounting Act
563/1991 Coll., asamended, and Regulation 500/2002 Coll., asamended, which provides imple-
mentation guidance on certain provisions of Accounting Act 563/1991, asamended, for reporting
entities that are businesses maintaining double-entry accounting records, and Czech Accounting
Standards for Businesses. Thus prepared financial statements of the Company concurrently rep-
resent the statutory financial statements.

The Company additionally prepares financial statements under International Financial Reporting
Standards as adopted by the European Union (hereinafter"IFRS"). The separate and consolidated
financial statements prepared under IFRS are prepared voluntarily and do not replace the statu-
tory financial statements prepared under the set of standards referred to above.

The accounting books and records are maintained in compliance with general accounting princi-
ples, specifically the requirement of fairand true presentation of assets, liabilities, equity, expenses
and income and economic result, the historical cost valuation basis with certain exceptions as
described in Note 3.4, the accruals principle, the prudence concept and the going concern as-
sumption.

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

2.1. REPORTING PERIOD
The financial statements of the Company as of 31 December 2013 are prepared as follows:

m The balance sheet contains the information as of 31 December 2013 and the comparative in-
formation as of 31 December 2012;

m The profit and loss account contains information for the year ended 31 December 2013 and
the comparative information for the year ended 31 December 2012;

m The statement of changes in equity contains the information for the year ended 31 December
2013 and the comparative information for the year ended 31 December 2012 or 2011; and

m The cash flow statement contains the information for the year ended 31 December 2013 and
the comparative information for the year ended 31 December 2012.

3. Summary of Significant Accounting Policies

3.1. TANGIBLE FIXED ASSETS
Fixed assets include assets with an estimated useful life greater than one year and an acquisi-
tion cost greater than CZK 40 thousand (tangible assets except for land, buildings and con-
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structions). Land, buildings and constructions are treated as fixed assets irrespective of their
cost valuation.

With respect to assets defined by Act No. 16/1993 Coll., on Road Tax, as amended, fixed assets
also include assets with an acquisition cost lower than CZK 40 thousand. This also applies to all
railway vehicles (primarily after the termination of the lease).

Land acquired prior to 1992 and invested as part of the non-cash investment is stated at a value
prescribed by the regulation issued by the Finance Ministry ruling at the date of acquisition of as-
sets. Land acquired after the formation of the Company is valued at acquisition cost.

Other tangible fixed assets are stated at acquisition cost.

Tangible assets produced and generated internally by the Company are stated at the cost of pro-
duction 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 liabilities related to finance or operating lease agreements are not recorded on the balance
sheet according to the applicable accounting regulations.

Costsincurred in respect of finance and operating leases are charged to the profit and loss account
in the period to which they relate on an accruals basis.

Depreciationand amortisation is calculated on a straight line basis over the estimated useful eco-
nomic lives of the fixed assets. Railway vehicles are depreciated to the estimated residual value.

The estimated useful economic lives for the major categories of assets are as follows:

Depreciation method  Number of years/ %

Buildings Straight line 20-50/5-2%
Structures Straight line 20-50/5-2%
Locomotives (part of locomotives without components) Straightline 20-25/5-4%
Wagons (part of wagons without components) Straight line 30/3,33%
Machinery and equipment Straight line 8-20/12,5-5%

The useful lives of wagons that were modernised was set at 20 years from the modernisation
date.

At the balance sheet date, the Company recognises provisions against fixed assets on the basis
of an assessment of the fair values of individual items or groups of assets.

Assets held under finance leases are depreciated by the lessor. Technical improvements on lease-
hold tangible fixed assets are depreciated on a straight line basis over the lease term or the esti-
mated useful life.

The gainorloss arising from 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
through the profit and loss account.

3.1.1. Components
Components are repairs that correspond to the definition of the inspection of fault occurrence as
setoutinRegulation No. 500/2002 Coll., Section 56a (2), and comply with the definitions of com-
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ponents (according to Section 56a (2) of Regulation No. 500/2002 Coll., the component s anin-
spection of fault occurrence for which the valuation amount is significant in proportion to the
amount of the valuation of total assets or a set of assets and the useful life of which significantly
differs from the useful life of assets or a set of assets).

At CD Cargo, components are considered to include major and general repairs of traction vehicles
and inspection repairs of wagons and passenger train units.

Components Depreciation

In accordance with Section 56a (3) or (5) of Regulation No. 500/2002 Coll., the Company depre-
ciates the component over the time of use separately from other components and from the re-
maining part of assets or a set of assets.

As disclosed in Note 3.19.1., the Company changed the estimate upon the depreciation of com-
ponents from the time depreciation to the mileage depreciation from the year beginning on
1January 2013.

The Company determined a depreciation plan for components which is based on the plan of major
and general repairs of traction vehicles and inspection repairs of wagons. With regard to traction
vehicles and wagons, the mileage depreciation is based on the actual mileage per month (i.e. ac-
tual kilometres). The amount of depreciation in the particular reporting period is calculated as
the number of kilometres in the reporting period multiplied by the rate per one kilometre. The
rate per one kilometre is determined as a share of the acquisition cost of the relevant component
and the maximum mileage which is determined for the specific type of the major and general re-
pair of traction vehicles and inspection repair of wagons. After reaching the maximum mileage,
itis necessary to make a new major or general repair of a traction vehicle and a new inspection
repair of a wagon.

The major repair of traction vehicles involves the activities made in the general repair; for this rea-
son, these activities corresponding to the general repair are separated from the major repair and
recorded as a general repair.

In modernising wagons (extending their useful lives to 20 years) which also involves activities re-
lating to inspection repairs, these activities are separated and recorded as a new component in
respect of the relevant wagons. This component is subsequently depreciated in line with the ac-
counting policy disclosed above.

Inaccordance with the Act on Income Taxes, the inspections for defects in wagons are treated as
one-off costs and are not depreciated for tax purposes. In regard to traction vehicles, these in-
spections are treated as technical improvements and are depreciated for tax purposes together
with the remaining part of assets.

The costs relating to technical inspections for defects in wagons are recognised
as common expenses of the relevant reporting period.

Components in passenger train units are depreciated over five years.

3.1.2.Valuation Difference on Fixed Assets

The valuation difference on acquired assets is composed of a positive or negative difference be-
tween the valuation of the business or part thereof 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 expenses on a straight line basis
over 180 months from the acquisition of the business ,or part thereof, or from the effective date
of transformation.

3.2. 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. Intangible assets with an acquisition cost lower than
CZK 60 thousand are expensed upon acquisition and classified in the underlying operating
records.
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Amortisation of intangible fixed assets is recorded on a straight line basis over their estimated
useful lives as follows:

Amortisation method Number of years/%

Research and development Straight line 3/333%
Software Straight line 5-8/12,5-30%
Valuable rights Straight line 6/16,7%
Otherintangible fixed assets Straight line 6/16,7%

3.2.1. Start-up Costs

Start-up costs include expenses relating to the formation of the Company capitalised since the
date of the Company's formation. Start-up costs were amortised over five years after the forma-
tion of the Company in accordance with Section 65a of the Commercial Code.

3.2.2. Patents and Trademarks
Patents and trademarks are measured initially at purchase cost and are amortised on a straight
line basis over their estimated useful lives.

3.3. NON-CURRENT FINANCIAL ASSETS

Non-currentfinancial assets principally consist of loans with maturity exceeding one year, equity
investments, securities and equity investments 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
subsidiaries and associates or debt securities held to maturity, or securities and equity invest-
ments available for sale.

Investments in enterprises in which the Company has the power to govern the financial and op-
erating policies so as to obtain benefits from their operations are treated as Equity investmentin
subsidiaries'

Investments in enterprises in which the Company is in a position to exercise significant influence
over their financial and operating policies 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 acqui-
sition and subsequently revalued at the balance sheet date to reflect the value equivalent to the
Company's proportion of a subsidiary/associate's equity.

Other non-current financial assets have been valued at cost net of provisions, if any.

3.4. DERIVATIVE FINANCIAL TRANSACTIONS
The Company designates derivative financial instruments as either trading or hedging. The Com-
pany's criteria for a derivative instrument to be accounted for as a hedge are as follows:

B At the inception of the hedge, a decision was made regarding hedged items and hedging in-
struments, the approach to establishingand documenting whether the hedge is effective, and
the hedging relationship is formally documented;

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

B The hedge effectiveness can be measured reliably and is assessed on an ongoing basis.

If derivative instruments do not meet the criteria for hedge accounting referred to above, they
are treated as trading derivatives.

Derivative financial instruments are carried at fair value at the balance sheet date. In determining
the fair value, the Company used a reasonable estimate.

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

Fairvalue 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 Com-
pany 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 legally enforceable contract, a forecasted future transaction,
groups of assets, groups of liabilities, legally enforceable contracts or forecasted future transac-
tions with similar characteristics where the same type and category of risk is the subject of the
hedge.

Gains or losses arising over the term of the hedge from changes in fair values of hedging deriva-
tives 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 recognised. In circumstances
where this takes places before the maturity of the derivative, this derivative is internally classified
as afairvalue hedge derivative. Gains or losses arising from changes in fair values of hedging de-
rivatives contracted under cash flow hedging that are attributable to unhedged risks are recorded
as expenses or income from derivative transactions at the measurement date.

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

Inventory produced internally is valued at the internal costs of production including direct costs
and an element of overhead costs.

Inventory is issued out of stock at costs determined using the weighted arithmetic average
method.

Inventory identified during the stock countand previously unrecorded in the accounting records,
inventory originating from excess material from the disposal or repairs of fixed assets or any pos-
sible donations is stated at replacement cost.

At the balance sheet date, provisions are made against inventory on the basis of stock taking re-
sults. Each type of inventory is assigned a percentage indicating the estimated temporary impair-
ment due to the likelihood of this inventory not being usable for the Company’s internal purposes
or being disposed of at a price lower than cost.

3.6. RECEIVABLES
Upon origination, receivables are stated at their nominal value. Receivables acquired through as-
signment 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, tax-deductible provisions are recognised against receivables in ac-
cordance with Act No. 593/1992 Coll., the Provisioning Act, and tax non-deductible provisions
against receivables depending on the periods past their due dates as follows:

m Anadditionally recognised full provision against receivables past their due dates by more than
721 days;
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m Anadditionally recognised 50% provision against receivables past their due dates between 361
and 720 days; and

m Anadditionally recognised 20% provision against receivables past their due dates between 180
and 360 days.

The above policy does not apply to receivables from the entities from within the Ceské drahy Group.
Other entities are excluded pursuant to an individual assessment (e.g. based on an agreement on
arepayment schedule, etc). In addition to the above defined rules, non-deductible tax provisions are
recognised on the basis of an individual assessment of the recoverability of receivables.

3.7.TRADE PAYABLES
Upon origination, payables are stated at their nominal value. Payables acquired through assign-
ment are carried at cost.

Payables due within one year from the balance sheet date are reported as short-term balances.
Other payables are recorded as long-term.

3.8.LOANS

Loans are stated at theirnominal value. The portion of long-term loans maturing within one year
from the balance sheet date is included in short-term loans. Borrowing costs arising from loans
attributable to the acquisition, construction or production of fixed assets and 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.

3.9.EQUITY

As of the Company's formation date on 1 December 2007, the investment in the Company con-
sisted of the part of business of Ceské drahy (set of tangible and intangible assets, and staff com-
ponents of business activities used for the railway freight transportation) in values revalued by
an expert. The value of these assets listed in the Deed of Foundation as of the Company's forma-
tion date was reported as the Company's share capital and share premium.

Gains or losses from the revaluation of assets and liabilities predominantly 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.

3.10. RESERVES

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

Thereserve for a potential impact of legal disputes is recognised based on an estimate of the an-
ticipated 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 outflows triggered by the use of vacation days that remained
outstanding at the year-end.

The reserve for business risks is established on the basis of a reasonable estimate as equal to the
estimated future cash outflows.

Thereserve for complaintsin freight transportation is created using a reasonable estimate of the
amount of anticipated future cash outflows.

The reserve for employee benefits includes the claim of employees for a financial contribution at
life jubilees, financial contribution upon retirement and payment of treatment fees including
salary refunds in wellness stays.

In calculating the employee benefits reserve, the Company used an actuarial model which is based
on the up-to-date employee information (number of employees, date of the old-age pension
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claim, average salary, amount of the financial contribution) and anticipated parameters estab-
lished on the basis of a reasonable estimate and publicly available statistical documents such as:
anticipated fluctuation of employees, anticipated increase in salaries, anticipated inflation level,
likelihood of death or disablement according to the data of the Czech Statistical Office. Cash flows
arediscounted to the present value using the discount rate derived from the yield level of 10-year
government bonds. A change in the amount of the reserve due to the change in these parameters
will be reported in profit and loss account line G"Change in reserves and provisions relating to op-
erating activities and complex deferred expenses”.

The reserve for restructuring is recognised as equal to the estimated future cash outflows pur-
suant to the restructuring plan.

3.11. 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 pre-
vailing on the payment date. At the balance sheet date, assets and liabilities denominated in foreign
currencies are translated at the exchange 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 fi-
nancial expenses or revenues as appropriate.

3.12. FINANCE LEASES

Afinance 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 charged to expenses.

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

3.13. CONTRACTUAL FINES AND DEFAULT INTEREST

In accordance with Czech legislation ruling at the balance sheet date, contractual fines and in-
terest on late payments of receivables and payables are recorded when the receivable originates
orthe payableisincurred.

3.14. TAXATION

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

3.14.2. Current Tax Payables

Management of the Company has recognised a tax payable and a tax charge based on its tax cal-
culation which follows from its understanding of the interpretation of Czech tax legislation valid
at thefinancial statements date and believes that the amount of tax is correct in compliance with
the effective Czech tax regulations. Since various interpretations 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 ultimate opinion of the tax authorities.

3.14.3. Deferred Tax

Deferred taxisaccounted for using the balance sheet liability method. Under the liability method,
deferred tax s calculated at the income tax rate that is expected to apply in the period when the
tax liability is settled or the asset realised. The balance sheet liability method focuses on temporary
differences which are differences between the tax base of an asset or liability and its carrying
amount in the balance sheet. The tax base of an asset or liability is the amount that will be de-
ductible for tax purposes in the future.

The carrying amount of deferred tax assets is reviewed at each balance 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.

3.15. IMPAIRMENT
At each balance sheet date, the Company reviews the carrying amounts of its assets to determine
whether thereis any indication that those assets have suffered an impairment loss. If any such indication



ANNUAL REPORT 2013 OF CD CARGO, A.S

14

exists, the recoverable amount of the asset is estimated in order to determine the extent of the impair-
mentloss (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.

3.16. 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 fixed assets and technical improvements and grants towards interest expenses added
to the cost are deducted in reporting their cost or internal cost.

3.17.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.

3.18. USE OF ESTIMATES

The presentation of financial statements requires management to make estimates and assump-
tions 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 assumptions on the basis of all the relevant information
available toiit. Nevertheless, pursuant to the nature of estimates, the actual results and outcomes
in the future may differ from these estimates.

3.19. YEAR-ON-YEAR CHANGES IN ACCOUNTING ESTIMATES

3.19.1. Impairment of Tangible Fixed Assets

Asdisclosedin Note 3.14, at each balance sheet date, the Company reviews the carryingamounts
of its assets to determine whether there is any indication that those assets have suffered an im-
pairment loss. If any such indication exists, the recoverable amount of the asset is estimated in
order to determine the extent of the impairment loss (if any).

In the comparative period ended 31 December 2012, the Company recognised impairment pri-
marily in respect of wagons and traction vehicles intended for scrapping and whose recoverable
value was estimated to be lower than their net book value as of 31 December 2012.

In the year ended 31 December 2013, the Company continued applying the above accounting
policy primarily with regard to railway vehicles intended for scrapping. However, given the
changes in the approach to the scope and frequency of inspection repairs (components) with re-
spect to wagons and the subsequent change in their depreciation, the accounting policy regard-
ing the review of the assets forimpairment was fine-tuned and amended. Based on the decrease
in the number of performed inspection repairs, other wagons were identified during the year
ended 31 December 2013 which were temporarily impaired.

Theabove change/revision of the accounting policy negatively impacted profit through the recog-
nition of the provision against wagons that did not pass the technical inspection in the amount
of CZK'136,193 thousand in the year ended 31 December 2013.

3.19.2. Component Depreciation

As disclosed in Note 3.1.1, the Company depreciates the component over the time of use sepa-
rately from other components and from the remaining part of assets or a set of assets in accor-
dance with Section 56a (3) or (5) of Regulation No. 500/2002 Coll.

Starting from 1 January 2013, the Company has changed the method of the policy of depreciating
components in traction vehicles and wagons from the time depreciation to the mileage depreci-
ation. The new component depreciation method is described in detail in Note 3.1.1.

In the year ended 31 December 2012, the component depreciation plan in respect of wagons cor-
responded to the frequency of technical inspections. The depreciation period of components in
wagons was as follows:

Wagons with the speed lower than 120 km/hour ............c.cccco.c.... 2 years
Wagons with the speed lower than 100 km/hour ...........c.ccccoee.e. 6 years
Wagons with Short Spring Carriers ........cccoveevvivieccsneeneens 4 years

In regard to traction vehicles whose frequency of repairs depends on the mileage the average de-
preciation period was determined on the basis of a reasonable estimate of the Maintenance and
Repairs of Railway Vehicles Department specialists for each series of traction vehicles in the year
ended 31 December 2012. The average depreciation period for general repairs ranged from 4 to
12 years, for major repairs from 8 to 24 years.

In the year ended 31 December 2013, the depreciation of components in wagons and traction
vehicles is made on the basis of the actual mileage per month (kilometres). The amount of depre-
ciationin the particular reporting period is calculated as the number of kilometres in the reporting
period multiplied by the rate per one kilometre. The rate per one kilometre is determined as a share
of the acquisition cost of the relevant component and maximum mileage which is determined
for the specific type of the major and general repair of traction vehicles and inspection repair of
wagons. As of the transition date, ie 1 January 2013, the rate per 1 kilometre in wagons and trac-
tion vehicles was determined as a proportion of the net book value as of 1 January 2013 of the
relevant component and the number of the remaining kilometres that remained to the maximum
mileage inindividual wagons and traction vehicles.

The above changes in the depreciation of components in the year ended 31 December 2013 pos-
itively impacted the profit in the amount of CZK 218,258 thousand.

3.19.3. Depreciation to the Amount of the Anticipated Residual Value
In line with Regulation No. 500/2002 Coll., Section 56 (3), the Company changed the depreciation of
traction vehicles and wagons to the anticipated residual value in the year starting on 1 January 2013.

The anticipated residual value is taken to mean a justifiable positive estimated amount that the
Company could obtain at the moment of the anticipated disposal of assets, less the anticipated
costs relating to its disposal. The anticipated residual value of wagons and traction vehicles is
based on the value of the scrap that can be obtained upon liquidation.

The above change in the depreciation policy in the year ended 31 December 2013 positively im-
pacted the profit in the amount of CZK 114,331 thousand.

3.19.4. Change in the Cash Flow Statement for 2012
In the year ended 31 December 2013, the Company changed the reporting of cash flows in rela-
tion to intercompany loans.

In the financial statements for the year ended 31 December 2012, the cash flow statement line
B.3.'Loans provided to related parties’ amounted to CZK 0. For the sake of the comparability of
thefinancial statements for 2012 and 2013, the value in this line was changed to CZK 8,924 thou-
sand. Concurrently, reclassifications were made in lines A.2.1.‘Change in operating receivables
and other assets' from CZK 56,011 thousand to CZK 53,051 thousand and line B.1. Fixed assets
expenditures' from CZK (2,688,093) thousand to CZK (2,694,058) thousand.

3.20. 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) 31 Dec 2013 31 Dec 2012
Cashon hand and cash in transit 1584 1914
Cash at bank 438989 156151
Cash on the cash-pooling account 380 0
Total cash and cash equivalents 440953 158 065

Cash flows from operating, investment and financial activities presented in the cash flow state-
ment are not offset.
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4. Additional Information on the Balance Sheet and Profit and Loss Account
4.1. FIXED ASSETS
4.1.1.Intangible Fixed Assets
m Cost
Balance at Balance at Balance at
(CZK'000) 31Dec 2011 Additions Disposals Transfers 31 Dec 2012 Additions Disposals Transfers 31Dec 2013
Start-up costs 28492 0 0 0 28492 0 0 0 28492
Software 346 165 31108 0 0 377273 109 444 25615 0 461102
Valuable rights 134481 4755 0 0 139236 1532 379 0 140389
Intangible FA under construction 41994 98524 47501 0 93017 70568 112787 0 50798
Total 551132 134387 47 501 0 638018 181544 138781 0 680 781
m Accumulated Amortisation
Balance at Balance at Balance at
(CZK'000) 31Dec 2011 Additions Disposals Transfers 31 Dec 2012 Additions Disposals Transfers 31Dec 2013
Start-up costs 21369 5698 0 0 27067 1425 0 0 28492
Software 211333 43586 0 0 254919 37725 25615 0 267029
Valuable rights 71796 18 266 0 0 90062 14837 379 0 104520
Total 304498 67 550 0 0 372048 53987 25994 0 400 041
m NetBook Value
Balance at Balance at Balance at
(CZK'000) 31 Dec 2011 31 Dec 2012 31 Dec 2013
Start-up costs 7123 1425 0
Software 134832 122354 194073
Valuable rights 62685 49174 35869
Intangible FA under construction 41994 93017 50798
Total 246 634 265970 280740

Intangible fixed assets predominantly include the operational business information system — PROBIS, which was put into use in 2013, in the amount of CZK 72,164 thousand, i.e. the amount reduced by
the financial support from OPD. Intangible assets additionally include the information system supporting the activities of the freight transport not financed from the subsidy, development of the SAP in-
formation systems, the Microsoft Enterprise Agreement licence, OPT information system, the system for the support of office work and other systems used by the Company.

Intangible fixed assets under construction predominantly include a further extension of software for the railway transportation and financial management of the Company.
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4.1.2. Start-up Costs
Start-up costs included capitalised expenses through to the date of the formation of the Company of CZK 28,492 thousand; the amortisation charge in the year ended 31 December 2013 amounted to CZK
1,425 thousand, the remaining net book value of start-up costs was fully amortised in March 2013. In the year ended 31 December 2012, the amortisation charge amounted to CZK 5,698 thousand.

4.2. TANGIBLE FIXED ASSETS

m Cost
Balance at Balance at Balance at
(CZK'000) 31Dec 2011 Additions Disposals Transfers 31 Dec 2012 Additions Disposals Transfers 31Dec 2013
Land 81240 0 0 0 81240 0 0 0 81240
Buildings 1236291 95524 1829 0 1329986 80067 231 0 1409822
Individual movable assets 20542774 2329689 802 204 0 22070259 1128665 1985519 0 21213405
of which components 3059646 832583 161583 0 3730646 435298 396934 -258 3768752
Machinery and equipment 435078 57295 17584 9395 484184 4538 6381 6000 488341
Vehicles 20099029 2272368 782689 -9498 21579210 1124127 1978070 -6 000 20719 267
Furniture and fixtures 8667 26 1931 103 6865 0 1068 0 5797
Works of art 48 0 0 0 48 0 0 0 48
Tangible fixed assets under construction 109229 2475084 2469821 0 114492 1157136 1208732 0 62896
Prepayments for tangible fixed assets 239400 1479130 1613293 0 105237 125954 231137 0 54
Valuation difference on acquired assets 5611411 0 0 0 5611411 0 0 0 5611411
Total 27 820393 6379427 4887147 0 29312673 2484 950 3425619 0 28378876

m Accumulated Depreciation

Balance at Balance at Balance at

(CZK'000) 31Dec 2011 Additions Disposals Transfers 31 Dec 2012 Additions Disposals Transfers 31Dec 2013
Buildings 584 375 28197 975 0 611597 32977 221 0 644353
Individual movable assets 13048600 922374 215006 0 13755968 632817 909 043 0 13479742
of which components 1056727 496 895 51100 0 1502522 327023 141997 -8 1687540
Machinery and equipment 290027 28 240 13375 8137 313029 29938 6159 3891 340699
Vehicles 12750618 893918 199760 -8065 13436711 602716 901 838 -3891 13133698
Furniture and fixtures 7955 216 1871 -72 6228 163 1046 0 5345
Valuation difference on acquired assets 1527551 1565747 0 0 3093298 681759 409739 0 3365318
Total 15160526 2516318 215981 0 17 460 863 1347553 1319003 0 17489413
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Balance at

m Provisions
(CZK'000) 31 Dec 2011
Buildings
Individual movable assets 107 527
Vehicles 107527

Prepayments for tangible FA

Total 111227

m Net Book Value

(CZK'000)
Land
Buildings
Individual movable assets
of which components
Machinery and equipment
Vehicles
Furniture and fixtures
Works of art
Tangible fixed assets under construction
Prepayments for tangible fixed assets
Valuation difference on acquired assets

Total

During the yearended 31 December 2013, the Company sold 86 traction vehiclesand 767 wagons
to the subsidiary Koleje Czeskie. The traction vehicles were disposed of in the amount of CZK
479,483 thousand and sold for CZK 718,560 thousand. The wagons were disposed of in the net
book value of CZK 6,193 thousand and sold for CZK 257,377 thousand. The selling price of the
sold wagons and traction vehicles was determined on the basis of an expert valuation report.

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 (traction vehicles, wagons) used for the operations
of the railway freight transportation. These items are provisioned as equal to the difference be-
tween theaccounting net book value and the recoverable amount in the amount of CZK 149,246
thousand.

Principal additions to individual movable assets in the year ended 31 December 2013 included
themodernisation of the 363.5 series traction vehicles of CZK 447,111 thousand, major and gen-
eral repairs (components) of traction vehicles of CZK 375,558 thousand, purchase of wagons after
the lease of CZK 200,263 thousand, inspection repairs (components) of wagons of CZK 59,482
thousand and improvements on wagons of CZK 48,486 thousand.
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Balance at Balance at
Additions Disposals 31 Dec 2012 Additions Disposals 31Dec 2013
0 0 0 137 0 137
57 654 107 527 57 654 91592 0 149 246
57654 107527 57654 91592 0 149 246
5000 8700 0 0 0 0
62654 116 227 57 654 91729 0 149383
Balance at Balance at Balance at
31 Dec 2011 31 Dec 2012 31 Dec 2013
81240 81240 81240
651916 718389 765332
7386 647 8256637 7584417
2002919 2228124 2081212
145051 171155 147642
7 240 884 8084845 7436323
712 637 452
48 48 48
109 229 114492 62896
235700 105 237 54
4083860 2518113 2246093
12548 640 11794156 10740 080

In the years ended 31 December 2013 and 2012, the Company acquired tangible fixed assets
recognised in expenses in the amounts of CZK 25,908 thousand and CZK 30,360 thousand, re-
spectively. These assets are low value tangible assets comprising other movable assets and sets
of movable assets with an estimated useful life greater than one year not reported within fixed
assets. These assets are accounted for as inventory and they are expensed.

Prepayments made for tangible fixed assets amount to CZK 54 thousand and CZK 105,237 thou-
sand as of 31 December 2013 and 2012, respectively.

In 2012, the Company decided to restructureits rolling stock and selected 4,700 wagons and ap-
proximately 100 traction vehicles for scrapping. In respect of this planned transaction, the Com-
pany reported the above-stated provision against vehicles of CZK 57,654 thousand and an
extraordinary write-off of the valuation difference of CZK 1,191,653 thousand.

Inthe yearended 31 December 2013, the Company scrapped several traction vehicles. In respect
of other wagons and traction vehicles intended for scrapping, the Company mapped the current
physical condition, recorded parts that could be used as spare parts for repairs and remaining
parts of wagons intended for direct scrapping. Management of the Company anticipates that the
scrapping process will be largely performed during 2014.
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4.2.1.Fixed Assets Pledged as Security
As of 31 December 2013 and 2012, no assets of the Company were pledged as security.

4.2.2. Investment Grants

In the year ended 31 December 2013, the Company received investment grants in the aggregate amount of CZK 59,123 thousand, of which CZK 57,827 thousand was for the PROBIS information
system and CZK 1,297 thousand was for the thermal insulation of buildings. In 2012, investment grants amounted to CZK 58,413 thousand.

4.2.3. Assets Held under Finance Leases

m Finance Leases

Description Date of Termin
(CZK'000) inception months
Locomotive 709 1/07 120
Locomotive 753 12/08 120
Locomotive 230 12/10 120
TV 363 CSOB 1st tranche 12/12 120
TV 363 SGE 1st tranche 12/12 120
TV 363 CSOB 2nd tranche 7/13 120
TV 363 SGE 2nd tranche 7/13 120
Wagons:

Sgnss 1/07 120
Sgnss — general agreement 10/05 96
Habbilnss 12/05 96
Zacns 4/06 96
Tadnss/Tadgnss 5/06 96
Sggmrss 90° 12/07 60
Sggrss 80° 7108 60
Zacns 10/10 120
wagons 1,145 pieces 12/09 120
Total

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

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, owner-
ship rights forassets which are subject to leases were transferred from CitiLeasing, s.r.0. to Fortis
Lease Czech, s.r.o. Inaccordance with the bill of exchange arrangement, the lessor will be entitled
tofillin the bill of exchange sum equalling the due lease amount including 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. As a result of the termination of the activities of Fortis Lease Czech,
s.r.0., the outstanding principal amount was transferred to Raiffeisen — Leasing, s.r.o. with effect
from 1 April 2011.

In relation to the formation of the subsidiary CD Cargo, a. s. principally 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 with effect from 1 December 2007.

Payments made

Total lease value at 31 Dec 2013 To be paid in total Duein the
(net of VAT) from the inception including the purchase Duein 2014 following years
55780 39056 16724 5458 11266
1149490 493130 656 360 112898 543462
272268 111925 160343 23181 137162
396 274 83235 313039 34782 278257
394 886 82943 311943 34661 277 282
420224 65777 354 447 36986 317461
420359 65798 354561 36997 317564
412994 282010 130984 40228 90756
143171 143171 0 0 0
851130 830376 20754 20754 0
79251 75997 3254 3254 0
285454 267 467 17987 17987 0
381804 381804 0 0 0

709 065 689132 19933 19933 0
199872 62611 137261 19982 117279
1476505 747 505 725000 121500 607 500
7648 527 4421937 3226 590 528 601 2697 989

In addition, Ceské drahy, a.s. concluded contract no. 01/2007 with Deutsche Leasing, s.r.o. for
the lease of 100 Sggmrss 90" wagons and 200 Sggrss 80~ wagons on 2 August 2007. The aggre-
gate amount of payments including the purchase price of Sggmrss 90~ wagons and Sggrss wag-
ons is CZK 381,803 thousand and CZK 709,065 thousand, respectively. These wagons were
supplied by Deutsche Leasing spol. s.r.o. on a gradual basis. Each wagon has its own repayment
schedule which includes the breakdown of 60 monthly payments and the repurchase price. In re-
lation to the formation of the subsidiary CD Cargo, a. s., all rights from this lease contract were
transferred from Ceské drahy, a. s. to CD Cargo, a.s. with effect from 1 December 2007.

0n9July 2008, CD Cargo, a.s. concluded a lease contract for the financing of 30 modernised 753.7
series locomotives with ING Lease (CR), s.r.0., with gradual supply according to the schedule until
30June 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. 19 modernised loco-
motives out of the leased assets referred to above were supplied before 31 December 2009.
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On 30 December 2009, CD Cargo, a.s. concluded three contracts for the sale with a subsequent
finance lease-back with Financial Found a.s., fora total of 1,145 railroad vehicles with the selling
price of CZK 1,161,505 thousand (net of VAT). In 2009, the extraordinary lease payment (initial
lump-sum payment) of CZK 261,505 thousand (net of VAT) was made. The lease term was deter-
mined to be 10 years (120 even payments of CZK 10,125 thousand net of VAT).

Lease payments remain unchanged over the lease period unless the 12M PRIBOR rate changes
asof theend of the reporting period, however, for thefirst time as of 31 December 2011 it changed
by more than 1% as compared to the 12M PRIBOR applicable for the first period.

On 24 November 2010, CD Cargo, a.s. concluded a contract for the sale with a subsequent finance
lease-back with CSOB Leasing, a.s. in the aggregate volume of seven electric alternating-current
locomotives with the selling price of CZK 210,450 thousand (net of VAT). The initial lump sum pre-
payment of CZK 40,450 thousand (net of VAT) was offset in full against the receivables of
CD Cargo, a.s. for the selling price of locomotives in 2010. The lease period was determined to be
10 years (120 even payments of CZK 1,932 thousand net of VAT). Each individual leased asset re-
ferred to above is paid on the basis of a standalone payment schedule.

On15June 2010, D Cargo, a.s. concluded a contract for the lease of 50 Zacns tank wagons with
Finrail, s.r.o. with the selling price of CZK 140,000 thousand (net of VAT). The lease period was de-
termined to be 10 years (120 even payments of CZK 1,665 thousand net of VAT). Lease payments
remain unchanged over the lease period unless the 12M PRIBOR rate changes as of the end of
thereporting period, however, for thefirst time as of 31 December 2011 it changed by more than
1% as compared to the 12M PRIBOR applicable for the first period.

On 14 December 2012, CD Cargo, a.s. concluded a contract for the funding of the traction ve-
hicles modernisation through leaseback, specifically five 363.5 series traction vehicles, with
SGEquipment Finance Czech Republic, s.r.0. The selling price was CZK 321,885 thousand (net
of VAT). The initial lump sum prepayment of CZK 48,283 thousand (net of VAT) was due as of
the day when the leased asset was taken over. The lease period is determined to be 10 years
(120 payments of CZK 2,888 thousand net of VAT). Lease payments remain unchanged over
thelease period. Each of the above-stated leased assets is paid based on an individual payment
schedule.

4.3. NON-CURRENT FINANCIAL ASSETS

m Cost
(CZK'000) Carrying value
Balance at
31Dec2011 Addition Disposal
Equity investments in subsidiaries 102344 11796
Equity investments in associates 43202 0
Total 145 546 11796
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On 14 December 2012, CD Cargo, a.s. concluded a contract for the funding of the traction vehicles
modernisation through leaseback, specifically five 363.5 series traction vehicles, with CSOB Leas-
ing, a.s. The selling price was CZK 323,017 thousand (net of VAT). Theinitial lump sum prepayment
of CZK 48,453 thousand (net of VAT) was due as of the day when the leased asset was taken over.
The lease period is determined to be 10 years (120 payments of CZK 2,899 thousand net of VAT).
Lease payments remain unchanged over the lease period. Each of the above-stated leased assets
is paid based on an individual payment schedule.

On 22)July 2013, the Company concluded a contract for the funding of the traction vehicles mod-
ernisation through leaseback, specifically five 363.5 series traction vehicles, with SG Equipment
Finance Czech Republic, s.r.0. The selling price was CZK 335,881 thousand (net of VAT). Theinitial
lump sum prepayment of CZK 50,382 thousand (net of VAT) was due as of the day when the leased
asset was taken over. The lease period is determined to be 10 years (120 payments of CZK 3,083
thousand net of VAT). Lease payments remain unchanged over the lease period.

On 22 July 2013, the Company concluded a contract for the funding of the traction vehicles mod-
ernisation of traction vehicles through leaseback, specifically five 363.5 series traction vehicles,
with CSOB Leasing, a.s. The selling price was CZK 335,773 thousand (net of VAT). The initial lump
sum prepayment of CZK 50,366 thousand (net of VAT) was due as of the day when the leased asset
was taken over. The lease period is determined to be 10 years (120 payments of CZK 3,082 thou-
sand net of VAT). Lease payments remain unchanged over the lease period.

4.2.4. Operating Leases

In the year ended 31 December 2009, the Company held cars under operating leases. The aggre-
gateamount of leases was CZK 36,379 thousand as of 31 December 2013. During 2013, payments
madeamounted to CZK 18,232 thousand. During 2012, the instalments made amounted to CZK
21,159 thousand.

InAugust 2010, the Company concluded the contract for the lease of computers (end equipment
— desktops, laptops) with CD-Informacni systémy, a.s. The total operating lease payments as of
31 December 2013 and 2012 amounted to CZK 38,829 thousand and CZK 36,854 thousand, re-
spectively. The total operating lease payments as of 31 December 2013 and 2012 amounted to
CZK'10,749 thousand and CZK 9,521 thousand, respectively.

Carrying value Carrying value

Revaluation at Balance at Revaluation at Balanceat
31 Dec 2012 31Dec2012 Addition Disposal 31Dec2013 31 Dec 2013
16074 129458 266 240 11845 79721 463555

8960 52162 0 0 4283 56 445

25034 181620 266 240 11845 84004 520000
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4.3.1. Equity Investments in Subsidiaries

m Year Ended 31 December 2013

Name of the entity
(CZK'000)

CD Generalvertretung GmbH

Koleje Czeskie Sp.zo.0.

CD - Generalvertretung Wien GmbH

Generalne zasttpenie CD Cargo, s.r.0.

Terminal Brno, a.s.

CD-DUSS Termindl, a.s.

CD Logistics, a.s.

Auto Terminal Nymburk, s.r.o.
CD Interport, s.1.0.

Total

Registered office

Kaiserstrasse 60, 60 329 Frankfurt am Main, Germany
Grzybowska nr 4, lok. 3, 00-131 Warsaw, Poland
RotenturmstraRe 22/24, 1010 Vienna, Austria
Prievozska 4/B, 821 09 Bratislava

Brno, K terminlu 614/11, 619 00

Lovosice, Lukavecka 1189, 410 02

Opletalova 1284/37, Prague 1,110 00

Jankovcova 1569/2¢, 170 00 Prague 7

Jankovcova 1569/2¢, PSC 170 00 Prague 7

- Equity and profit or losses of certain entities are preliminary unaudited figures.

m Year Ended 31 December 2012

Name of the entity
(CZK'000)

CD Generalvertretung GmbH

Koleje Czeskie Sp.zo.0.

CD - Generalvertretung Wien GmbH

Generalne zasttpenie CD Cargo, s.r.0.

Terminal Brno, a.s.

CD-DUSS Termindl, a.s.
CDTranss.r.o.

CD Logistics, a.s.

Auto Terminal Nymburk, s.r.o.

Total

Registered office

Kaiserstrasse 60, 60 329 Frankfurt am Main, Germany
Grzybowska nr 4, lok. 3, 00-131Warsaw, Poland
Rotenturmstrale 22/24, 1010 Vienna, Austria
Prievozska 4/B, 821 09 Bratislava

Brno, K terminlu 614/11, 619 00

Lovosice, Lukavecka 1189, 410 02

Leninova 22, 224005 Brest, Belarus

Prague 1, Opletalova 1284/37,110 00

Jankovcova 1569/2¢, 170 00 Prague 7

- Equity and profit or losses of certain entities are preliminary unaudited figures.

Valuation
at 31 Dec 2012

18613
43398
1844
3033
45964
3514
12892
200

0
129458

Valuation
at 31 Dec 2011

16270
22899
6939
6739
33312
3203

12982

102 344

Addition
0
259151
5952
1035

0

0

0

0

102
266 240

Addition

10840

756

200
11796

Disposal
0

0

7796

4049

0
11845

Disposal

Ownership
Revaluation percentage

5211 100

69 646 100

0 0

0 161

24 66.93

209 51

4933 56

-200 100

-102 51
79721

Ownership
Revaluation percentage

2343 100
20499 100
-5095 100
-3706 100

1812 66.94

311 51
0 0
-90 56
0 100
16 074

Equity
23824
372195
1385
68711
7299
31831

Equity
18613
43399
1844
3033
68667
6890

23022
200

Profit or loss
22453
67358

-6936

44
455
3810

Profit or loss
17 356
29293

31
1405
653
609

-161

Valuation
at 31 Dec 2013

23824
372195
0

0
45988
3723
17825
0

0

463 555

Valuation
at 31 Dec 2012

18613
43398
1844
3033
45964
3514

12892
200
129458
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TERMINAL BRNO, A.S.

The company was formed on 20 December 2007 through a cash investment and recorded in
the Register of Companies on 25 July 2008. The share capital is CZK 2,000 thousand. The equity
investment in CD Cargo was 60.50 percent (i.e. CZK 1,210 thousand). With effect from 11 No-
vember 2010, Terminal Brno, a.s. increased its share capital through a non-cash investment of
CZK 53,350 thousand to CZK 55,350 thousand. Through a non-cash investment of CZK 35,840
thousand, CD Cargo, a.s. increased its equity investment to 66.94% (ie CZK 37,050 thousand).
As of 31 December 2012, the intent to increase the share capital by CZK 16,200 thousand from
CZK 55,350 thousand to the final balance of CZK 71,550 thousand was recorded in the Register
of Companies. The General Meeting decided on the increase on 8 October 2012. This increase
in the share capital was recorded in the Register of Companies on 31 January 2013 and resulted
in a slight change in the equity investment of the Company to 66.93% (ie CZK 47.89 million).
Principal activities include the operations of the combined transportation terminal in Brno. The
company started its business activities in the second quarter of 2011.

€D LOGISTICS, A.S.

The company was formed through a cash transaction on 17 April 2007 and recorded in the Reg-
ister of Companies on 16 June 2007. The share capital amounts to CZK 10,000 thousand. On
28 January 2008, CD Cargo, a.s. purchased a 34% equity investment in CD Logistics, a.s.
(i.e. CZK 3,400 thousand). On 2 December 2009, CD Cargo, a.s. purchased a 22% equity share
in CD Logistics, a.s. (i.e. CZK 2,200 thousand). Currently, CD Cargo, a.s. holds the total of 56%
of the share capital of CD Logistics, a.s. (i.e. CZK 5,600 thousand). The company is managed
using the"German” governance method. The company is engaged in shipping.

€D-DUSS TERMINAL, A.S.

The company was recorded in the Register of Companies on 1 March 2007. The share capital
amounts to CZK 4,000 thousand. CD Cargo, a.s. obtained the equity investment amounting to
51% (i.e. CZK 2,040 thousand) from Ceské drahy, a.s. as a capital investment upon its formation.
The company is engaged in operations of the container terminal in Lovosice.

CD GENERALVERTRETUNG GMBH

The company was formed through a cash transaction and recorded in the Register of Com-
panies in Germany on 11 October 2004. The share capital amounts to EUR 50 thousand.
CD Cargo, a.s. is the sole owner. The company is engaged in the mediation of services in freight
transportation on behalf of CD Cargo, a.s. and shipping.

KOLEJE CZESKIE SP. Z O.0.
The company was formed through a cash investment and recorded in the Register of Companies
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inPoland on 18 December 2006. The share capital was PLN 100 thousand. CD Cargo is the sole
owner. On 5 June 2013, a cash increase in the share capital to PLN 41,966 thousand was
recorded in the Register of Companies. The company is engaged in the mediation of services in
freight transportation on behalf of CD Cargo, a.s. and shipping.

CD - GENERALVERTRETUNG WIEN GMBH

The company was formed on 19 March 2007 through a cash investment and recorded in the
Register of Companies in Austria on 30 March 2007. The share capital amounted to EUR 45
thousand. CD Cargo, a.s. was the sole shareholder. On 5 June 2013, an increase in the share
capital to EUR 275 thousand was recorded in the Register of Companies. The Company sold its
equity investment in this entity to CD Generalvertretung GmbH. The change in the owner was
recorded in the Register of Companies on 23 July 2013.

The company is engaged in mediation of services in freight transportation on behalf of
CD Cargo, a.s. and shipping.

GENERALNE ZASTUPENIE €D CARGO, S.R.0.

The company was formed on 4 August 2008 through a cash investment and recorded in the
Register of Companies in Slovakia on 24 September 2008. The share capital is
SKK 200 thousand. Since 5 September 2009, the share capital translated to EUR
6,639 has been recorded in the Register of Companies. CD Cargo, a.s. was the sole owner. On
12 July 2013, an increase in the share capital to EUR 46,639 was recorded in the Register of
Companies. In 2013, the Company sold its majority investment (98.39%) in this entity to Koleje
Czeskie Sp. z0.0. and kept an equity investment of 1.61%. The new owner was recorded in the
Register of Companies on 22 August 2013. The company is engaged in mediation of services in
freight transportation on behalf of CD Cargo, a.s. and shipping.

AUTO TERMINAL NYMBURK, S.R.O.

The company was formed on 30 August 2012 through a cash investment and recorded in the
Register of Companies on 24 October 2012. The share capital is CZK 200 thousand. The sole
owner is CD Cargo, a.s. The company is engaged in shipping and technical services in trans-
portation. The company has been dormant.

€D INTERPORT, S.R.O.

The company was formed on 19 February 2013 through a cash investment and recorded in the
Register of Companies on 11 March 2013. The share capital amounts to CZK 200 thousand. The
equity investment of the Company in this entity is 51% (i.e. CZK 102 thousand). The company
isengaged in shipping.
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m Balance at 31 December 2012

4.3.2. Equity Investments in Associates

LOAN (CZK'000) Long-term portion of the loan Short-term portion of the loan
m Year Ended 31 December 2013
Principal 7200 4800 12000
Name of the entity Valuation at Ownership Profit Valuation at Interest 252 409 661
(CZK'000) Registered office 31Dec 2012 Revaluation percentage Equity or loss 31 Dec 2013 Total 7452 5209 12661

BOHEMIAKOMBI, spol.sr.o.

Opletalova 6, Prague 1,110 00 4514 -1677 30 9456 -5591 2837

RAILWAY SIDING Long-term portion of the receivable Short-term portion of the receivable
Ostravska dopravni spole¢nost, a.s. Ostrava, PFivoz, U Tiskarny 616/9, 702 00 37955 3603 20 207788 24657 41558 Principal 3095 3095 6190
RAILLEX a.s. Trnkovo ndm. 3,1112, Prague 5, 152 00 9693 2357 50 24101 8003 12050 Interest 116 271 387
Total 52162 4283 56445 Total 3211 3366 6577

- Equity and profit or losses of certain entities are preliminary unaudited figures
The long-term portion of the unpaid loan including interest as of 31 December 2012 of CZK 7,452 thousand is presented in financial statements line B.11.4.“Loans and borrowings - controlled or con-
trolling entity”. The short-term portion of CZK 5,209 thousand is presented in line C.111.3."Receivables - substantial influence”.

m Year Ended 31 December 2012

The long-term receivable arising from the sale of a railway siding including the interest of CZK 3,211 thousand is presented in line C.11.3."Receivables - substantial influence”. The short-term portion of
(CZK 3,366 thousand is presented in line C.111.3."Receivables - substantial influence”.

Name of the entity Valuation at Ownership Profit Valuation at
(CZK'000) Registered office 31Dec 2011 Revaluation percentage Equity or loss 31 Dec 2012
BOHEMIAKOMBI, spol. sr.o. Opletalova 6, Prague 1,110 00 4420 94 30 15047 311 4514
Ostravska dopravni spole¢nost, a.s. Ostrava, PFivoz, U Tiskarny 616/9, 702 00 34243 3712 20 189774 38756 37955
RAILLEX a.s. Prague 5, Trnkovo nam. 3, 1112, 152 00 4539 5154 50 19387 11240 9693
Total 43202 8960 52162

- Equity and profit or losses of certain entities are preliminary unaudited figures

RAILLEX, A.S.

The company was formed through a cash investment and recorded in the Register of Companies
on 17 June 2006. The share capital is CZK 2,000 thousand. CD Cargo, a.s. holds the equity in-
vestment of 50 % (i.e. CZK 1,000 thousand). The company is managed using a standard gover-

m Balance at 31 December 2013

LOAN (CZK'000) Long-term portion of the loan Short-term portion of the loan

nance method. The company is engaged in the handling of cargo and technical services in Principal 2400 4800 7200
transportation. Interest 36 216 252
BOHEMIAKOMBI, SPOL. SR.O. Total 2436 > 016 7452
The company was formed through a cash investment and recorded in the Register of Companies RAILWAY SIDING Long-term portion of the receivable Short-term portion of the receivable Total
on 17 April 1992. The share capital is CZK 6,000 thousand. CD Cargo, a.s. holds an equity in- Principal o 3096 3096
vestment of 30 percent (i.e CZK 1,800 thousand). The company is engaged in mediation of serv-
ices in transportation except for transportation by its own vehicles. Interest 0 116 116
Total 0 3212 3212

OSTRAVSKA DOPRAVNI SPOLECNOST, A.S.

The company was recorded in the Register of Companies on 30 May 1995. The share capital is
CZK 15,000 thousand. The equity investment of CD Cargo, a.s. is 20 percent (i.e. CZK 3,000 thou-
sand). The company is managed using the "German” governance method. The company is en-
gaged in operating railway transportation and lease of locomotives.

4.3.3. Loans and Borrowings to Associates

In the past, CD Cargo concluded a loan contract and a contract for the sale of a railway siding
with RAILLEX, a.s. (in which CD Cargo holds 50 %). The table below shows the current balance
of outstanding receivables.

The long-term portion of the unpaid loan including interest as of 31 December 2013 of CZK
2,436 thousand is presented in financial statements line B.I1.4."Loans and borrowings - con-
trolled or controlling entity”. The short-term portion of CZK 5,016 thousand is presented in line
C.111.3."Receivables — substantial influence”.

Thelong-term receivable arising from the sale of a railway siding including the interest was set-
tled as of 31 December 2013. The short-term portion of CZK 3,212 thousand is presented in line
C.111.3."Receivables — substantial influence”.

4.4.INVENTORY

(CZK'000)

Spare parts and other components for rail vehicles and locomotives
Other spare parts and other low value components

Fuels and other crude oil based products

Rail switches, turntables, traversers and components for the track superstructure
Work shoes and protective supplies

Other

Total acquisition cost

Provisions

Net balance

In the years ended 31 December 2013 and 2012, the Company recognised no provisions pursuant to the inventory count.

4.5. SHORT-TERM RECEIVABLES

4.5.1. Trade Receivables

Receivables (CZK'000)

31 Dec 2013 gross

31 Dec 2013 provisions
31Dec 2013 net

31 Dec 2012 gross

31 Dec 2012 provisions
31Dec 2012 net

Total
1781612
-137 267
1644 345
1699335
-113107
1586228

31 Dec 2013 31 Dec 2012
55447 50901
74415 65799

3865 4035
900 900
805 731

10941 9446
146 373 131812
0 0

146 373 131812

Before due date

1498119
0
1498119
1463087
0
1463087

Past due date
283493
-137 267
146 226
236248
-113107
123141

91-180
27891
-18851
9040
14 301
-6 096
8205

181-365
10230
-2019
8211
15857
-4118
11739

366-730
31670
-21592
10078
19903
-9729
10174

over 730

126140
-94 805
31335
124027
-88 389
35638
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Receivables past their due date principally include receivables arising from unpaid VAT by foreign
railway organisations and receivables from railway organisations from the Balkans. The Com-
pany actively negotiates with debtors; these receivables are gradually repaid by the foreign rail-
way organisations specifically in the form of mutual offsets and repayment schedules.

Provisions against receivables as of 31 December 2013 are recognised in line with the account-
ing policies described in detail in Note 3.6.

4.5.2. Short-Term Intercompany Receivables

m Short-term trade receivables

Name of the entity Balance at Balance at

(CZK'000) 31 Dec 2013 31 Dec 2012
Ceské drahya.s. 6130 8890
CD -Telematika, a.s. 18 85
CD - Informacni Systémy, a.s. 0 0
DPOV, a.s. 1586 15997
CD travel, s.r.0. 0 0
Dopravni vzdélavaci institut, a.s. 0 0
Vyzkumny Ustav Zeleznicni, a.s. 1959 1272
RAILREKLAM, spol.sr.o. 0 0
Jidelni a ltzkové vozy, a.s. 0 0
Smichov Station Development, a.s. 0 0
Zizkov Station Development, a.s. 0 0
Masaryk Station Development, a.s. 0 0
Centrum Hole3ovice, a.s. 0 0
CD Generalvertretung GmbH 31984 17 350
CD Generalvertretung Wien GmbH 230 0
Koleje Czeskie Sp.zo.0. 285907 28867
Generalne zasttpenie CD Cargo, s.r.0. 7903 72
CD Logistics, a.s. 103448 87089
CD-DUSS Terminal, a.s. 12 0
Terminal Brno, a.s. 25 78
RAILLEX, a.s. 3622 5039
BOHEMIAKOMBI, spol. sr.o. 1713 1131
Ostravska dopravni spole¢nost, a.s. 10087 27 305

Total short-term intercompany receivables 454 624 193175

4.6. ESTIMATED RECEIVABLES
As of 31 December 2013 and 31 December 2012, the Company recognised estimated receiv-
ables as follows:

CZK'000) 31Dec 2013 31Dec 2012
Income from international transportation of wagon loads - export 17928 14324
Income from international transportation of wagon loads - import 24247 19912
Income from international transportation of wagon loads - transit 44320 45506
Income from local transportation of wagon loads 0 0
Income from border services 34099 38602
Estimated receivables - CD, a.s. 4 4
Other estimated receivables (lease and repairs of wagons, 109 500 99 206

financial bonuses, damages)

Total estimated receivables 230098 217554

4.7. OTHER RECEIVABLES

As of 31 December 2013 and 2012, other receivables amounted to CZK 24,114 thousand and
CZK 54,038 thousand, respectively. As of 31 December 2013, these are primarily short-term re-
ceivables arising from deficits and damage of CZK 26,416 thousand and CZK 30,642 thousand
and receivables arising from derivative transactions of CZK 6,294 thousand and CZK 17,523
thousand, respectively.

In the year ended 31 December 2013, the Company recognised tax non-deductible provisions
of CZK'12,238 thousand on the basis of the individual assessment of potential recoverability of
receivables.

4.8. DEFERRED EXPENSES

Deferred expenses amounted to CZK 473,326 thousand and CZK 412,568 thousand as of 31 De-
cember 2013 and 31 December 2012, respectively. As of 31 December 2013, this amount pre-
dominantly included finance lease installments of CZK 368,111 thousand. As of 31 December
2012, these payments amounted to CZK 312,264 thousand.

4.9.EQUITY

4.9.1. Share Capital
As of 31 December 2009, the share capital of the Company was composed of the non-cash in-
vestment of a business part of Ceské drahy, a.s. as the sole shareholder and amounted to CZK
8,800,000 thousand.

On 2 June 2009, Ceské drahy, a.s., acting in the capacity of the General Meeting, adopted the
resolution on the decrease in the share capital of CD Cargo, a.s. in accordance with Section 213a
of the Commercial Code, from CZK 8,800,000 thousand to CZK 8,494,000 thousand. As of the
balance sheet date, on 31 December 2013, the Company records the share capital of CZK
8,494,000 thousand paid in full.

4.9.2. Changes in Equity
Changesinequity are presented in the Statement of Changes of Equity as of 31 December 2013.

4.10. GAINS AND LOSSES FROM THE REVALUATION OF ASSETS AND LIABILITIES

(CZK'000) 31Dec 2013 31Dec 2012
Valuation of derivatives hedging future cash flows -157423 -40942
Valuation of an equity investment accounted for using 163606 83182
the equity method of accounting

Deferred tax on derivatives 29910 7779
Total 36093 50019
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4.11. RESERVES

Balance at Balance at Balance at
(CZK'000) 31 Dec 2011 Recognition Use 31 Dec 2012 Recognition Use 31 Dec 2013
Reserve for complaints 17587 44962 17587 44962 34788 65644 14106
Reserve for legal disputes 16893 52732 16 252 53373 52921 16650 89644
Reserve for outstanding vacation days 25827 27676 25827 27676 26764 27676 26764
Reserve for business risks 390000 149988 0 539988 362959 0 902947
Reserve for restructuring 110365 535000 110365 535000 0 285027 249973
Reserve for employee benefits 105800 55253 52550 108 503 26620 34993 100130
Reserve for the fee for the use of trademark 95000 0 95000 0 0 0 0
Other 6410 11705 7570 10545 31666 26724 15487
Total 767 882 877 316 325151 1320047 535718 456714 1399051

After having considered all existing legal analyses and the results of negotiations in existing legal disputes and having assessed all potential risks, current developments in legal disputes and in accordance
with the inherent level of prudence, management has decided to increase the amount of the non-tax deductible reserve to cover potential expenses relating to potential risks for business transactions
by CZK 362,959 thousand. The total reserve at the end of the reporting period amounted to CZK 902,947 thousand.

As of 31 December 2012, management decided to make organisational changes pursuant to the prepared restructuring plan, the principal features of which were communicated within the Company.
The future cash outflows relating to the restructuring were estimated at CZK 535,000 thousand in the plan. During the year ended 31 December 2013, the amount of the reserve decreased by the useof
CZK 285,027 thousand to the balance of CZK 249,973 thousand as of 31 December 2013. These funds will be available to the Company to cover the costs relating to the restructuring in the following
reporting period.

The reserve for employee benefits includes the claim of employees for a financial contribution for life jubilees, financial contribution upon retirement and payment of treatment costs including the
salary refund in wellness stays. The amount of the reserve was calculated at CZK 100,130 thousand using an actuarial model. For details on this model, refer to Note 3.

4.12. LONG-TERM PAYABLES

(CZK'000) 31Dec 2013 31Dec 2012
Long-term prepayments received 0 3803
Issued bonds 1500000 2500000
Long-term supplier payables 117913 199983
Derivative financial instruments 50662 71144
Total 1668 575 2774930

On 4 May 2011, through its Resolution No. 2011/4833/570, ref. no. Sp/2011/50/572 the Czech National Bank approved the bond programme of CD Cargo, a.s. The maximum volume of oustanding
bonds issued under the bond programme may amount up CZK 6,000 million with the bonds programme period of 10 years. The above resolution of the Czech National Bank took effect on 5 May 2011.
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The following bonds issues were issued under the bond programme in 2012 and 2011:

Manager

Date of issue

Total nominal value

Interest rate

Interest rate (1-3 years); coupon
Interest rate (4-5 years); coupon
Issue rate

Payment of interest income
Date of the payment of intrerest

Date of the final maturity

Date of the final maturity (exercise of the put option)

Ceskoslovenska obchodni banka, a.s.

Manager

Date of issue

Total nominal value

Nominal value of the bond

Interest rate

Reference rate

6M PRIBOR (first yield period); coupon
Hedged value for all the following periods
Mark-up

Issue rate

Payment of interest income

Date of the interest payment

Date of final maturity

Manager

Date of issue

Total nominal value

Interest rate; coupon

Issue rate

Payment of interest income
Date of the interest payment

Date of final maturity

Komer¢nibanka, a.s.
20June 2011

CZK 1,000,000 000
Fixed interest income
3.183%p.a.

5%p.a.

98.025 %

Annually, retrospectively
20 June each year
20)une 2016

20June 2014

22 Dec 2011

CZK 500,000,000

CzZK1

Variable interestincome
6M PRIBOR

1.45%p.a.

1.64%p.a.

1.30%p.a.

97.464 %

Bi-annually, retrospectively
22 June and 22 Dec each year

22Dec 2015

Raiffeisenbank, a.s.

21 Dec 2011

CZK 500,000,000

Fixed interestincome, 3.8 % p.a.
99.941 %

Annually, retrospectively

21 Dec each year

21Dec2016

Manager

Date of issue

Total nominal value

Nominal value of the bond

Interest rate

Reference rate

6M PRIBOR (first yield period); coupon
Hedged value for all the following periods
Mark-up

Issue rate

Payment of interest income

Date of the interest payment

Date of final maturity

Ceskoslovenska obchodni banka, a.s.
12January 2012

CZK 200,000,000

CZK1

Variable interest income

6M PRIBOR

1.45%p.a.

1.64%p.a.

1.30%p.a.

97.506 %

Bi-annually, retrospectively
22 )une and 22 Dec each year

22 Dec 2015

Manager

Date of issue

Total nominal value

Nominal value of the bond

Interest rate

Reference rate

6M PRIBOR (first yield period); coupon
Hedged value for all the following periods
Mark-up

Issue rate

Payment of interest income

Date of the interest payment

Date of final maturity

Ceskoslovenska obchodni banka, a.s.
19 January 2012

CZK 300,000,000

CZK1

Variable interest income

6M PRIBOR

1.45%p.a.

1.64%p.a.

1.30%p.a.

97.518%

Bi-annually, retrospectively
22 June and 22 Dec each year

22 Dec 2015

As part of the terms underlying the bonds issue at Komercni banka, a.s., the investors have an
option in respect of the maturity of the total amount of issued debt securities of CZK 1 billion,
this option is exercisable as of 20 June 2014. For this reason, the value of the issue was reclas-
sified from the long-term portion to the short-term portion and is reported in line B.111.9'Bonds

issued.

4.13. SHORT-TERM PAYABLES

4.13.1. Aging of Short-Term Trade Payables

Payables Before Past
(CZK'000) Total duedate duedate
31Dec2013 1588562 1520205 68 357
31Dec2012 2107805 2085780 22025

4.13.2. Intercompany Payables

m Short-term trade payables

Name of the entity (CZK'000)

Ceskeé drahy a.s.

CD - Telematika, a.s.

CD - Informacni Systémy, a.s.
DPOV, a.s.

CD travel, s.r.o.
Dopravnivzdélavaciinstitut, a.s.
Vyzkumny Ustav Zelezni¢ni, a.s.
RAILREKLAM, spol. s r.0.

Jidelni a liZkové vozy, a.s.

Smichov Station Development, a.s.
Zizkov Station Development, a.s.
Masaryk Station Development, a.s.
Centrum HoleSovice, a.s.

CD Generalvertretung GmbH

CD Generalvertretung Wien GmbH
Koleje Czeskie Sp. z0.0.

Generalne zastpenie CD Cargo, s.r.0.
CD Logistics, a.s.

CD-DUSS Terminal, a.s.

Terminal Brno, a.s.

RAILLEX, a.s.

BOHEMIAKOMBI, spol. s r.o.
Ostravska dopravni spolecnost, a.s.

Total short-term payables

4.13.3. Other Payables

As of 31 December 2013, other payables primarily include a short-term portion of supplier paya-
bles of CZK 141,480 thousand and short-term derivative financial instruments of CZK 139,240
thousand. As of 31 December 2012, short-term supplier payables amounted to CZK 429,962
thousand and short-term derivative financial instruments amounted to CZK 28,954 thousand.
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0-90 91-180 181-365 366-730 over730
68115 7 235 0 0
14461 18 7546 0 0

Balanceat 31 Dec 2013 Balance at 31 Dec 2012

266069 270121
6631 6317
59753 51239
42595 58 258
2993 2981
2028 2457
0 0

0 0

104 185

0 0

0 0

0 0

0 0
3032 2444
0 0
1851 8858
275 2605
513 4001

0 0

375 957
120 0

0 0
5457 7811
391796 418234

4.14. ESTIMATED PAYABLES

14

As of 31 December 2013 and 31 December 2012, the Company recognised estimated payables

as follows:

(€K'

Unbilled non-investment supplies

Unbilled investment supplies

Expenses for border services

Estimated payables - (DT, a.s.

Estimated payables - CD, a.s.

Estimated payables — CD Generalvertretung GmbH

Other estimated payables (predominantly repairs and
lease of wagons)

Total estimated payables

4.15.BANK LOANS

4.15.1. Long-Term Bank Loans

31Dec 2013
69475

34

31559

7

41574
52059
180608

375316

The Company used no long-term loans as of 31 December 2013 and 2012.

4.15.2. Short-Term Bank Loans

m Balance at 31 December 2013

Loan
Bank (CZK'000) currency
Ceskoslovenska obchodni banka, a.s. CZK
VSeobecna (ivérova banka, a.s. CZK
INGBank N. V. CzK
Cashpool, Komeréni banka, a.s. * CZK
Citi Bank Europe, plc CZK

Total

Balance at
31 Dec 2013

162893
353415
130699

0
197 684
844 691

Interest rate
O/N Pribor+0.80 p.a.
O/N Pribor+0.65 p.a.
O/N Pribor+0.38 p.a.
O/N Pribor+0.90 p.a.

O/N Pribor+0.45p.a.

*The cash-pool is recognised as a payable/receivable in respect of the controlling entity

m Balance at 31 December 2012

Loan
:EL (@4 q000)] currency
Ceskoslovenska obchodni banka, a.s. CzK
Komer¢ni banka, a.s. - revolving CzK
Komer¢ni banka, a.s. CZK
VSeobecna (ivérova banka, a.s. CzK
INGBank N. V. CzK
Citi Bank Europe, plc CzK

Total

Balance at
31 Dec 2012

183294

0

0
333373
158944
183894
859 505

Interest rate
O/N Pribor+0.80 p.a.
O/N Pribor+0.78 p.a.
O/N Pribor+0.98 p.a.
O/N Pribor+0.65 p.a.
O/N Pribor+0.38 p.a.
O/N Pribor+0.45 p.a.

31Dec 2012
108113

184

36373

6

30960
35525
120438

331599

Form of
collateral

No collateral
No collateral
No collateral
No collateral

No collateral

Form of
collateral

No collateral
No collateral
No collateral
No collateral
No collateral

No collateral
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4.15.3. Short-Term Financial Borrowings
During the years ended 31 December 2012 and 2013, the Company used no debt bills.

4.15.4. Strategy for Funding the Company'’s Subsequent Years

Lease-back

In 2013, the Company made the first tranche of the lease-back of modernised 363.5 series trac-
tion vehicles. For 2014, the Company is planning to use the lease-back for the funding of the
modernisation of the last 10 locomotives from the 163 series to the 363.5 series.

Operating Bank Loans

Infunding its operating needs, CD Cargo uses overdraft loans in the maximum amount of CZK
1.2 billion provided by four banks and the limit of possible drawings as part of the involvement
of the Company in the group cashpooling in the amount of CZK 600 million. The increase in
competition among the banks allowed the Company to secure lower interest rates. The strati-
fication of the lending to several financing entities results in the risk of termination of the fund-
ing being sufficiently diversified.

Bill of Exchange Programme
The Company has the possibility of using the bill of exchange programme as needed. This pro-
gramme is currently not used.

Possibility of a Loan Being Provided by the Parent Company, a.s.

In addition to the cash-pool limit presented as part of operational loans, the Company has ad-
ditionally contracted the possibility of drawing funds of up to CZK 400 million from the parent
company CD, a.s. During the year ended 31 December 2013, this loan was not used.

Bonds

With a view to securing mid-term and long-term sources of funding to increase the stability of
the Company's cash flows, the relevant bodies of CD Cargo approved the bond programme in
the aggregate amount of CZK 6 billion for 10 years. In 2011, three issues were gradually placed
up with the total nominal amount of CZK 2 billion. In 2012, another two issues were placed up
with the total nominal amount of CZK 500 million. This form of funding increases liquidity and
financial stability of the Company.

Lease

Tofulfil the strategic task involving the long-term achievement of the required level of financial
stability and the strengthening of the cash flow, the Company has the objective of arranging
for leases to become an achievable form of long-term funding in 2014.

Summary

The structure of the funding above creates a desired framework that allows the Company to
maintain financial stability with the possibility of flexibly using individual forms as deemed ap-
propriate or necessary.

Based on the planned funding structure, the Company will achieve a sufficient volume of avail-
able sources for funding its operating and investment activities with a sufficient reserve for po-
tential unfavourable developments (shortfall in sales, change in the payment discipline,
payment terms, legislative changes, etc).

4.16. DERIVATIVE FINANCIAL INSTRUMENTS

(CZK'000) 31Dec 2013

Positive fair value = Negative fair value Total
Derivatives designated as fair value hedges 3904 -24 320 -20416
Derivatives designated as cash flow hedges 8159 -165581 -157 422
Total 12063 -189901 -177 838

Positive fair value |  Negative fair value Total
Derivatives designated as fair value hedges 0 -41634 -41634
Derivatives designated as cash flow hedges 17523 -58 465 -40942
Total 17523 -100 099 -82576

To hedge foreign exchange rate losses arising from the strengthening of the Czech crown in
2012 and 2013, the Company used the following derivative transactions:

m InFebruary 2012, the Company used another hedge of EUR 1 million per month from March
2012 to February 2013 on the level of the hedged foreign exchange rate of CZK 25.30/EUR;

m In May 2012, the Company subsequently used another hedge of EUR 1 million per month
from May 2012 to April 2013 on the level of the hedged foreign exchange rate of CZK
25.30/EUR;

® InMay 2012, the Company subsequently used another hedge of EUR 1 million per month from
June 2012 to May 2013 on the level of the hedged foreign exchange rate of CZK 25.60 EUR;

® InJune 2012 the Company used another hedge of EUR 1 million per month from January
2013 to December 2013 on the level of the hedged foreign exchange rate of CZK 25.90/EUR;

m In November 2012, the Company used a hedge in the form of a collar (CZK 25.17 -
26.20/EUR) of EUR 1 million per month from January 2013 to December 2013;

® InJanuary 2013, the Company used another hedge of EUR 1 million per month from March
2013 to February 2014 on the level of the hedged foreign exchange rate of CZK 25.70/EUR;

® InMarch 2013, the Company used another hedge of EUR 1 million per month from May 2013
to April 2014 on the level of the hedged foreign exchange rate of CZK 25.60/EUR;

® InMarch 2013, the Company used another hedge of EUR 1 million per month from April 2013
to March 2014 on the level of the hedged foreign exchange rate of CZK 25.80/EUR.

® InApril 2013, the Company used another hedge of EUR 1 million per month from June 2013
to May 2014 on the level of the hedged foreign exchange rate of CZK 25.90/EUR;

® In May 2013, the Company used another hedge of EUR 1 million per month from june 2013
to December 2014 on the level of the hedged foreign exchange rate of CZK 26.00/EUR;

m In September 2013, the Company used another hedge of EUR 1 million per month from
March 2014 to February 2015 on the level of the hedged foreign exchange rate of CZK
27.75/EUR.

m InSeptember 2013, the Company used another hedge of EUR 1 million per month from May
2014 to April 2015 on the level of the hedged foreign exchange rate of CZK 25.80/EUR.

m In September 2013, the Company used another hedge of EUR 1 million per month from Jan-
uary 2014 to December 2014 on the level of the hedged foreign exchange rate of CZK
25.90/EUR;

m In November 2013, the Company used another hedge of EUR 1 million per month from June
2014 to May 2015 on the level of the hedged foreign exchange rate of CZK 26.70/EUR;

m In November 2013, the Company used another hedge of EUR 1 million per month from April
2014 to March 2015 on the level of the hedged foreign exchange rate of CZK 26.60/EUR;

m In November 2013, the Company used a hedge in the form of a collar (CZK 26.50 -
27.20/EUR) of EUR 1 million per month from January 2014 to December 2015; and

m In November 2013, the Company used a hedge in the form of a collar (CZK 26.40 -
27.30/EUR) of EUR 1 million per month from January 2014 to December 2015.

In 2011, the Company additionally hedged interest rates on transactions with a variable interest
rate, specifically as follows:

m Thirty lease transactions divided into three individual blocks, with ten repayment schedules.
The hedging was carried out with two banks in the IRS form, in three individual tranches.
The hedging is effective from 2012 to 2020 (derivatives hedging cash flows);

B Three lease transactions. The hedging was carried out with one bank in the form of a collar, in
three individual tranches. The hedging is effective from 2013 to 2019 (trading derivatives); and

m Issue of bonds. The hedging was carried out with one bank in the IRS form, in one tranche.
The hedging s effective from mid-2012 through the end of 2015 (trading derivatives).
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In 2012 and 2013, the Company hedged the price of crude oil using the following hedging trans-
actions:

® In May 2012, hedging using four transactions in the aggregate amount 400 mt/per month
from June 2012 to May 2013. The hedged fixed price of crude oil is for each 100 mt/per month
in individual transactions determined to a different level, specifically USD 924.5/mt, USD
903/mt, USD 910/mt, USD 900/mt;

® Injune 2012, the Company hedged another 100 mt/per month from July 2012 to June 2013.
The hedged fixed price of the crude oil in this case is USD 870 USD/mt;

m In December 2012, the Company used a hedge of 100 mt/per month from January 2013 to
December 2014. The hedged fixed price of crude oil is CZK 17,800/mt; and

m In December 2012, the Company hedged another volume of 100 mt/per month from June
2013 to December 2014. The hedged fixed price of crude oil is CZK 17,750/ mt.

m In April 2013, the Company hedged the volume of 100 mt/per month from July 2013 to
December 2014. The hedged fixed price of crude oil is CZK17,950/ mt.

m In April 2013, the Company hedged the volume of 100 mt/per month from June 2013 to
December 2014. The hedged fixed price of crude oil is CZK'17,990/ mt.

m In April 2013, the Company hedged the volume of 100 mt/per month from June 2013 to
December 2014. The hedged fixed price of crude oil is CZK17,548/ mt.

m In September 2013, the Company hedged the volume of 100 mt/per month from January
2015 to December 2015. The hedged fixed price of crude oil is CZK 16,785/ mt.

4.17.INCOME TAXATION
4.17.1. Deferred Tax
The deferred tax asset/(liability) is analysed as follows:

m Deferred Tax Arising from

(CZK'000) Balance at 31 Dec 2013 Balance at 31 Dec 2012
Net book value of fixed assets -880760 -711595

of which the impact of components -150179 -168 588
Provisions against fixed assets 28383 10954
Contractual fines and penalty -14 231 -6 614
Receivables 26730 7693
Reserves 265819 250809
Tax loss 0 7096
Derivatives 29910 7779
Total -544 149 -433 878

1Jan 2013 433878
Current changes charged against the profit and loss account 132402

From current activities 132402

From extraordinary activities 0
Total charges against the profit and loss account 132402
Current changes recognised in equity -22131
Total recognised in equity -22131
31Dec 2013 544149

'Y

Analysis of movements (CZK'000)
1Jan 2012 522597
Current changes charged against the profit and loss account -87920

From current activities -27151

From extraordinary activities -60769
Total charges against the profit and loss account -87 920
Current changes recognised in equity -799
Total recognised in equity -799
31 Dec 2012 433878

4.18. 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 81,014 thousand and CZK 82,402 thousand as of

31 December 2013 and 31 December 2012, respectively.

The balances of due payables arising from public health insurance contributions were CZK
35,299 thousand and CZK 35,741 thousand as of 31 December 2013 and 31 December 2012,
respectively.

The Company records no tax arrears to local taxation authorities.

4.19. DETAILS OF INCOME BY PRINCIPAL ACTIVITY

m Year Ended 31 December 2013

(CZK'000) In-country Cross-border Total
Sales of freight transportation 7012879 4017598 11030477
Other sales of freight transportation 735657 636052 1371709
Sales of other services 0 156919 156 919
Total 7 748 536 4810569 12559105

m Year Ended 31 December 2012

(CZK'000) In-country Cross-border Total
Sales of freight transportation 7304 254 4894340 12198594
Other sales of freight transportation 794123 897 667 1691790
Sales of other services 0 37704 37704
Total 8098 377 5829711 13928088

The classificationof cross-border and in-country sales was made reflecting outputs. Cross-
border sales include the share of the Company related to the income from the international
transportation of goods, border services and received lease payments for the operation of
wagons in foreign countries.



4.19.1. Income Generated with Related Parties

m Year Ended 31 December 2013

Entity (CZK'000)
Ceské drahya.s.

CD - Telematika, a.s.

CD - Informagni Systémy, a.s.
DPOV, a.s.

CDTravel, s.r.o.

Dopravni vzdélavaci institut, a.s.
Vyzkumny Ustav Zeleznicni, a.s.
RAILREKLAM, spol. sr.o0.

Jidelni a ltzkové vozy, a.s.

Smichov Station Development, a.s.
Zizkov Station Development, a.s.
Masaryk Station Development, a.s.
Centrum HoleSovice, a.s.

CD Generalvertretung GmbH

CD Generalvertretung Wien GmbH
Koleje Czeskie Sp. z 0.0.

Generalne zasttpenie CD Cargo,s.r.o.
CD Logistics, a.s.

CD-DUSS Terminal, a.s.

Terminal Brno, a.s.

RAILLEX, a.s.

BOHEMIAKOMBI, spol.sr.o.
Ostravska dopravni spole¢nost, a.s.
Total

m Year Ended 31 December 2012

Entity (CZK'000)
Ceské drahya.s.

CD - Telematika, a.s.

CD - Informagni Systémy, a.s.
DPOV, a.s.

CDTravel, s.r.o.

Dopravni vzdélavaci institut, a.s.
Vyzkumny Ustav Zeleznicni, a.s.
Jidelni a ldZkové vozy, a.s.

Smichov Station Development, a.s.
Zizkov Station Development, a.s.
Masaryk Station Development, a.s.
Centrum HoleSovice, a.s.

CD Generalvertretung GmbH

CD Generalvertretung Wien GmbH
Koleje Czeskie Sp.z 0.0.

Generdlne zastapenie CD Cargo,s.r.o.
CD Logistics, a.s.

CD-DUSS Terminal, a.s.

Terminal Brno, a.s.

RAILLEX, a.s.

BOHEMIAKOMBI, spol. sr.o.
Ostravska dopravni spole¢nost, a.s.
Total
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Relation to the Company Tangible FA Material
Parent company 64 208
Fellow subsidiary 0 0
Fellow subsidiary 0 0
Fellow subsidiary 0 0
Fellow subsidiary 0 0
Fellow subsidiary 0 0
Fellow subsidiary 0 0
Fellow subsidiary 0 0
Fellow subsidiary 0 0
Fellow subsidiary 0 0
Fellow subsidiary 0 0
Fellow subsidiary 0 0
Fellow subsidiary 0 0
Subsidiary 0 0
Subsidiary 0 0
Subsidiary 975937 5174
Subsidiary 0 0
Subsidiary 0 0
Subsidiary 0 0
Subsidiary 0 0
Subsidiary 0 0
Subsidiary 0 0
Subsidiary 0 0

976 001 5382

Relation to the Company angible FA Material
Parent company
Fellow subsidiary
Fellow subsidiary
Fellow subsidiary
Fellow subsidiary
Fellow subsidiary
Fellow subsidiary
Fellow subsidiary
Fellow subsidiary
Fellow subsidiary
Fellow subsidiary
Fellow subsidiary
Subsidiary
Subsidiary
Subsidiary
Subsidiary
Subsidiary
Subsidiary
Subsidiary
Subsidiary
Subsidiary

O 0O O O OO0 0O o o o o o o o o o

Subsidiary

O O O O O O O © ©O 0O 0O 0O O o0 0o o o o o o o o o

B
B
N

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

Services
22679
130

4578

10213

o o o o o o

243174
236
115926
8575
545598
19

337
55556
13487
149563
1170071

Services
23987
175

16623

4725

o o o o o

248414
22
125285
669
575601
189
285
41172
12336
288492
1337975

Otherincome

O 0O w O 0o 0o 0o o o o o o o o o o o o o

2097

Otherincome

O O 0o o o o o o o o o o

w
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97
5426
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2315

7344

316

351

91

1722
12142

Fin. income

O O 0O O O 0o o o o o o o

1809

1059

338

134

32

2469
5841

24737
130

4886

10213

o O o o o o

245489
237
1104 381
8577
545914
19

337
55910
13578
151285
2165693

29271
175

17077

4725

o O o o o

250223
22

126 344
669
575973
189
287
41308
12368
291058
1349689

4.19.2. Purchases from Related Parties

m Year Ended 31 December 2013

Entity (CZK'000)
Ceské drahy a.s.

CD - Telematika, a.s.

CD - Informagni Systémy, a.s.
DPOV, a.s.

CD Travel, s.r.o.

Dopravni vzdélavaci institut, a.s.
Vyzkumny Ustav Zeleznicni, a.s.
RAILREKLAM, spol. s r.0.

Jidelni a liZzkové vozy, a.s.

Smichov Station Development, a.s.
Zizkov Station Development, a.s.
Masaryk Station Development, a.s.
Centrum Hole3ovice, a.s.

CD Generalvertretung GmbH

CD Generalvertretung Wien GmbH
Koleje Czeskie Sp. z0.0.

Generalne zastpenie CD Cargo, s.r.0.
CD Logistics, a.s.

CD-DUSS Terminal, a.s.

Terminal Brno, a.s.

RAILLEX, a.s.

BOHEMIAKOMBI, spol. sr.o.
Ostravska dopravni spolecnost, a.s.
Total

m Year Ended 31 December 2012

Entity (CZK'000)
CD - Telematika, a.s.

CD - Informaéni Systémy, a.s.
Vyzkumny Ustav Zelezni¢ni, a.s.
DPOV, a.s.

(D, as.

CD Generalvertretung GmbH

CD Generalvertretung Wien GmbH
Koleje Czeskie Sp. zo.0.

Generalne zastupenie CD Cargo, s.1.0.
CD Logistics, a.s.

CD-DUSS Terminal, a.s.

Terminal Brno, a.s.

RAILLEX, a.s.

BOHEMIAKOMBI, spol. sr.o.
Ostravska dopravni spole¢nost, a.s.
Smichov Station Development, a.s.
Zizkov Station Development, a.s.
Centrum Hole3ovice, a.s.

Dopravni vzdélavaci institut, a.s.
CD Travel, s.r.o.

JLV,as.

Masaryk Station Development, a.s.
Other*

Total
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Relation to the Company
Parent company 10896
Fellow subsidiary 96
Fellow subsidiary 41074
Fellow subsidiary 103381
Fellow subsidiary
Fellow subsidiary
Fellow subsidiary
Fellow subsidiary
Fellow subsidiary
Fellow subsidiary
Fellow subsidiary
Fellow subsidiary
Fellow subsidiary
Subsidiary
Subsidiary
Subsidiary
Subsidiary
Subsidiary
Subsidiary
Subsidiary
Subsidiary
Subsidiary

O O 0O O 0O 0O 0O ©O 0O 0O o0 o o o o o o o o

Subsidiary
155 447

Relation to the Company
Fellow subsidiary 84038
Fellow subsidiary 33722
Fellow subsidiary 210
Fellow subsidiary 94 809
Parent company 416
Subsidiary 0
Subsidiary 0
Subsidiary

w
i}
o

Subsidiary
Subsidiary
Subsidiary
Subsidiary
Subsidiary
Subsidiary
Subsidiary
Fellow subsidiary
Fellow subsidiary
Fellow subsidiary
Fellow subsidiary
Fellow subsidiary
Fellow subsidiary
Fellow subsidiary

O O O O O 0O O 0O 0O o0 o o o o o

213 505

““Includes certain companies that are not included in the Ceské drdhy consolidation group.

Material

667754
813
1321
870

O O O O O O o o o N O

v
—
~
N

O O O o o o o

675934

Material

190
1761

0

72
693018
0

0

0

0

=3
B
w

O O O O O O O o o o o o o

695 684

Services
1280381
15816
100253
17118
13955
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0

5230
1146

0

0

0

0

14471
66
93887
977
5568

13113
890

0

44073
1623146

Services
17505
104940
30
26830
1420541
43657
8982
215475
41334
16557
0

8947

18614
25343
1543

0

516
2000559

Other expenses
8907
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16 660

—
%
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16 821

1967938
16732
142648
121 369
13955
16 204
0

5230
1146

0

0

0

0
14471
66
99061
977
5568

0
13113
1002

0
44073
2463553

101733
140423
240
121711
2130635
43657
8982
215785
41334
17200
0

8947
156

0
49745
0

0

0
18614
25348
1543

0

516
2926 569
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4.19.3. Purchases and Sales of Fixed Assets and Non-Current Financial
Assets with Related Parties

Sales

In the year ended 31 December 2013, the Company sold tangible fixed assets to Ceské drahy,
a.s. in the amount of CZK 64 thousand and to Koleje Czeskie, Sp. z 0. 0. in the amount of CZK
975,937 thousand.

In the year ended 31 December 2012, the Company sold no tangible, intangible or financial as-
sets torelated parties.

Purchases

m Year Ended 31 December 2013

Entity (CZK'000) Relation to the Company IntangibleFA  Tangible FA Total
CD - Telematika, a.s. Fellow subsidiary 0 96 96
CD - Informagni Systémy, a.s. Fellow subsidiary 41074 0 41074
Vyzkumny Ustav Zelezniéni, a.s. Fellow subsidiary 0 0 0
DPOV, a.s. Fellow subsidiary 0 103381 103381
CD, as. Parent company 118 17650 17768
CD Generalvertretung GmbH Subsidiary 0 0 0
CD Generalvertretung Wien GmbH Subsidiary 0 0 0
Koleje Czeskie Sp.zo0.0. Subsidiary 0 0 0
Generalne zasttpenie CD Cargo, s.r.o. | Subsidiary 0 0 0
CD Logistics, a.s. Subsidiary 0 0 0
CD-DUSS Terminal, a.s. Subsidiary 0 0 0
Terminal Brno, a.s. Subsidiary 0 0 0
RAILLEX, a.s. Subsidiary 0 0 0
BOHEMIAKOMBI, spol. sr.o. Subsidiary 0 0 0
Ostravska dopravni spolecnost, a.s. | Subsidiary 0 0 0
Smichov Station Development, a.s.  Fellow subsidiary 0 0 0
Zizkov Station Development, a.s. Fellow subsidiary 0 0 0
Centrum HoleSovice, a.s. Fellow subsidiary 0 0 0
Dopravnivzdélavaciinstitut, a.s. Fellow subsidiary 0 0 0
CD Travel, s.r.o. Fellow subsidiary 0 0 0
JLV, as. Fellow subsidiary 0 0 0
Masaryk Station Development, a.s. = Fellow subsidiary 0 0 0
Total 41192 121127 162319

m Year Ended 31 December 2012

Entity (CZK'000) Relation to the Company IntangibleFA  Tangible FA

CD - Telematika, a.s. Fellow subsidiary 0 84038 84038
CD - Informaéni Systémy, a.s. Fellow subsidiary 33722 0 33722
Vyzkumny Ustav Zeleznicni, a.s. Fellow subsidiary 0 210 210
DPOV, a.s. Fellow subsidiary 0 94 809 94809
(D, as. Parent company 406 10 416
CD Generalvertretung GmbH Subsidiary 0 0 0
CD Generalvertretung Wien GmbH Subsidiary 0 0 0
Koleje Czeskie Sp.z0.0. Subsidiary 0 310 310
Generalne zastdpenie CD Cargo, s.r.o. | Subsidiary 0 0 0
CD Logistics, a.s. Subsidiary 0 0 0
CD-DUSS Terminal, a.s. Subsidiary 0 0 0
Terminal Brno, a.s. Subsidiary 0 0 0
RAILLEX, a.s. Subsidiary 0 0 0
BOHEMIAKOMBI, spol. sr.0. Subsidiary 0 0 0
Ostravska dopravni spole¢nost, a.s. | Subsidiary 0 0 0
Smichov Station Development, a.s. | Fellow subsidiary 0 0 0
Zizkov Station Development, a.s. Fellow subsidiary 0 0 0
Centrum Hole3ovice, a.s. Fellow subsidiary 0 0 0
Dopravni vzdélavaci institut, a.s. Fellow subsidiary 0 0 0
CD Travel, s.r.o. Fellow subsidiary 0 0 0
JLV, a.s. Fellow subsidiary 0 0 0
Masaryk Station Development, a.s. | Fellow subsidiary 0 0 0
Total 34128 179377 213505

4.20. CONSUMED PURCHASES

(CZK'000) Year ended 31 Dec 2013 Year ended 31 Dec 2012

Consumed material 393089 423838
Consumed energy 1290682 1360008
Consumed fuels 527 324 585294
Total consumed purchases 2211095 2369 140

Consumed energy in the year ended 31 December 2013 includes consumed traction energy pur-
chased from Ceské drahy, a.s. in the amount of CZK 1,181,104 thousand.

Consumed energy in the year ended 31 December 2012 includes consumed traction energy pur-
chased from Ceské drahy, a.s. in the amount of CZK 1,251,364 thousand.
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4.21. SERVICES
Repairs and maintenance 243399 445366
Travel expenses 36041 39480
Representation costs 1747 2374
Telecommunication, data and postal services 137834 139474
Other rental 131039 137582
Use of the railway route, operations control 1814217 2220595
Lease for wagons 598 969 672181
Lease for traction vehicles 18540 21686
Transportation fee 2339 5820
Costs of general representation 56 301 54265
Lease 729835 721199
Border services 171403 181181
Promotion, advertising 18447 68109
Healthcare 27 647 32638
Costs of purchased services 818511 1256098
Other services 247414 275537
Total 5053683 6273585

The services for the use ofEhe railway route and operations control principally include expenses
incurred with respect to SZDC, s.0.

4.22. DEPRECIATION OF INTANGIBLE AND TANGIBLE FIXED ASSETS

(CZK'000) Year ended 31 Dec 2013 Year ended 31 Dec 2012
Depreciation of intangible and tangible fixed assets 720397 1014120
Amortisation of a positive valuation 272020 1565747

difference on acquired assets

Total depreciation 992417 2579867

4.23. OTHER OPERATING INCOME

(CZK*'000) Year ended 31 Dec 2013 Year ended 31 Dec 2012

Claims for damages 48224 83635
Subsidies —accompanying social programme 0 3
Gain of material 23360 20162
Sundry operating income 91225 67056
Total 162 809 170856

Claims for damages also include the income from compensation for increased costs incurred
as a result of traffic closures caused by SZDC, s.o. This income arising from the compensation
forincreased costs incurred due to traffic closures amounted to CZK 8,646 thousand and CZK
36,355 thousand in the years ended 31 December 2013 and 2012, respectively. The total income
arising from the compensation forincreased costs incurred due to closures of trafficamounted
to CZK 195,001 thousand from 1 December 2007 to 31 December 2013.

4.24. OTHER OPERATING EXPENSES

1

E-Y

Year ended 31 Dec 2013 Year ended 31 Dec 2012

(CZK'000)

Uniforms and lump sum payments to employees

Insurance payments
Compensation of damage
Membership fees

Sundry operating expenses

Total

6027 6815
63132 47475
65043 32415
15005 18964
15085 16373

164 292 122042

4.25. INCOME FROM NON-CURRENT FINANCIAL ASSETS

(CZK'000)

Year ended 31 Dec 2013 Year ended 31 Dec 2012

Received dividends

Total

4.26. INTEREST INCOME

(CZK'000)

Interest on current bank accounts

Premium from settled receivables and payables

Other interest received from other debtors

Total

4.27. OTHER FINANCIAL INCOME

(CZK'000)
Foreign exchange rate gains

Total

4.28. OTHER FINANCIAL EXPENSES

(CZK'000)
Foreign exchange rate losses
Sundry financial expenses

Total

4.29. EXTRAORDINARY EXPENSES

17604 36114
17 604 36114

Year ended 31 Dec 2013 Year ended 31 Dec 2012

109 285

87 448
679 1042
875 1775

Year ended 31 Dec 2013 Year ended 31 Dec 2012
524075 376676
524 075 376676

Year ended 31 Dec 2013 Year ended 31 Dec 2012

390502 390975
3964 5665
394 466 396 640

(CZK'000)

Recognition of the reserve for restructuring

Total

Year ended 31 Dec 2013 Year ended 31 Dec 2012
0 535000
0 535000
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4.30. STAFF COSTS AND NUMBER OF EMPLOYEES
The following table summarises the average number of the Company's employees and man-
agers for the year ended 31 December 2013:

Social Bonusfor Contribu-  Contribu-

security themem- tionforthe tion forthe

Payroll  and health Other  bersofstatu-  pension  pension

(CzK'000) Number costs insurance® staff costs tory bodies insurance insurance
Employees 7982 | 2718683 | 953057 310513 0 55141 97596 4134990
Managers 16 45988 13592 1699 9855 60 56 71250
Celkem 7998 2764671 966649 312212 9855 55201 97652 4206240

* Social security and health insurance covered by the organization
CLI = capital life insurance, CPI = capital pension insurance, SPI = supplementary pension insurance

The following table summarises the average number of the Company's employees and mana-
gers for the year ended 31 December 2012:

Social Bonusfor  Contribu-  Contribu-

security themem- tionforthe tion forthe
Payroll  and health Other bersofstatu-  pension  pension Total
(CzK'000) Number costs insurance® staff costs torybodies insurance insurance  staff costs
Employees 8890 2969487 1027301 175453 0 65567 98944 4336752
Managers 20 46 068 12894 1042 19054 121 62 79241
Total 8910 3015555 1040195 176495 19054 65688 99006 4415993

* Social security and health insurance covered by the organization
CLI = capital life insurance, CPI = capital pension insurance, SPI = supplementary pension insurance

Members of statutory, supervisory and administrative bodies were not provided with any dis-

counted fares. Management of the Company has the possibility to use benefits in the form of
using Company cars for private purposes.

5. Off Balance Sheet Commitments

5.1. BANK GUARANTEES PROVIDED

Bank guarantees as of 31 December 2013 issued by Komercni banka, a.s. from the liability limit
of CZK 50 million.

m List of active bank guarantees provided by €D Cargo, a.s. as of 31 December 2013

Type of Reason for the iss

In favour of guarantee Amount Currency [ELELIETE

WestInvest Waterfront

Towers, s.r.0.,

Jankovcova 1569/2c, Lease
17000 Prague 7, Hole3ovice, guarantee
Corporate ID 26178338

HYPARKOS, s.r.0.,

Skrétova 490/12, Lease
12000 Prague 2, guarantee

Corporate ID 27626130

227,267 EUR | 30Sept 2014

16,517,056 CZK | 30)une 2014

Bank guarantee for the fulfil-
ment of all liabilities and obli-
gations of the Lessee arising
from the Lease Contract with
WestInvest Waterfront Towers
s.r.0.- Lighthouse.

Bank guaranteein the event
that CD Cargo does not comply
with the obligations stipulated
by the Contract for the Lease of
Buildings and Land in the Logis-

tics Centreiin Lovosice.

5.2. BANK GUARANTEES RECEIVED

m List of active bank guarantees received by €D Cargo, a. s. as of 31 December 2013

Bank Reason for the
guarantee Guarantee issuance of
received from provider Amount Currency Until a bank guarantee

Bank guarantees
TR TN S | omerti §T/03/018/08/SML
corporate . omercni 179,550,000 CZK | 31Dec2013 | dated 11 December
with its registered office banka, a.s. 2008 for the "Moder-
at Borska 2922/32, ieari -
30100 Plzeh nisation of locomoti

ves from 163 series to
363 series" project.

6. Post Balance Sheet Events

Management of the Company decided to sell its equity investment in the subsidiary CD Inter-
port, s.r.o.; the 51 % equity investment was sold on 15 January 2014.

On 4 February 2014, Ceské drahy, a.s., as the sole shareholder of CD Cargo, a.s., acting in the
capacity of the General Meeting, decided to reduce the number of the members of the
Company's Board of Directors to three by way of changing the Articles of Association of
CD Cargo, a.s., which took effect on 17 February 2014 and additionally recalled members of the
Board of Directors, Vaclav Andrysek and Pavel Lamacz, at its meeting. Their memberships on
the Board of Directors expired on 4 February 2014 and 16 February 2014, respectively. In addi-
tion, it appointed Karel Adam a new member of the Board of Directors. His membership com-
menced on 17 February 2014.

On 21 February 2014, Ceské drahy, a.s., as the sole shareholder of CD Cargo, a.s., acting in the
capacity of the General Meeting, decided to recall members of the Supervisory Board of
CD Cargo, a.s., Dalibor Zeleny and Zdenék Zemlicka, at its meeting. Their memberships in the
Supervisory Board expired on 21 February 2014. Another point on the meeting’s agenda was
the election of Daniel Kurucz and Michal Zdének as members to the Supervisory Board of
CD Cargo, a.s. with effect from 22 February 2014.

On 11 March 2014, Ceské drahy, a.s., as the sole shareholder of CD Cargo, a.s., acting in the
capacity of the General Meeting, decided to increase the number of the members of the
Company'’s Supervisory Board to seven by way of changing the Articles of Association of
CD Cargo, a.s., which took effect on 15 March 2014 and additionally recalled members of the
Supervisory Board, Miroslav Zame¢nik and Dusan Svoboda, at its meeting. Their memberships
on the Supervisory Board expired on 11 March 2014. Another point on the meeting’s agenda
was the election of Ludvik Urban and Jan Kasal as members of the Supervisory Board of
CD Cargo, a.s. with effect from 12 March 2014 and Pavel Krtek as a member of the Supervisory
Board of CD Cargo, a.s. with effect from 16 March 2014.

15 Separate Financial Statements (IFRS)

Separate Financial Statements for the Year

Ended 31 December 2013

Prepared under IFRS as adopted by the EU

m STATEMENT OF FINANCIAL POSITION (BALANCE SHEET) AS OF 31 DECEMBER 2013

(CZK'000)

Property, plant and equipment
Intangible assets
Investments in subsidiaries and associates
Trade receivables

Other financial assets
Other assets

Total non-current assets
Inventories

Trade receivables

Tax receivables

Other financial assets
Other assets

Cash and cash equivalents
Total current assets
TOTAL ASSETS

Share capital

Reserve and other funds
Accumulated loss

Total equity

Loans and borrowings
Deferred tax liability
Provisions

Other financial liabilities
Other liabilities

Total non-current payables
Trade payables

Loans and borrowings
Provisions

Tax payables

Other financial payables
Other payables

Total current payables

TOTAL LIABILITIES

14
15
16
18
19
20

17
18
13
19
20
28

21
21

22
13
23
25
26

24
22
13
23
25
26

31 Dec 2013

13827078
263436
348852

0
11543
225

14451134

110 204

1871098
0

36539
202961
440574
2661376
17112510
8494000
130798
2869765
5755033
3806476
438196
64100
157756
462944
4929472
1947963
2269913
36755
1334951
303779
534 644
6428005
17112510

31 Dec 2012

14628914
236644
92870
3211
10772

90
14972501
89042
1755060
6827

96 090
112330
158065
2217414
17189915
8494000
225148
-3555743
5163 405
4646222
267827
70070
243014
367746
5594879
2402987
1605285
0
1249977
508724
664 658
6431631
17189915

VYROCNT ZPRAVA 2013, CD CARGO, A.S.

m STATEMENT OF PROFIT OR LOSS FOR THE YEAR ENDED 31 DECEMBER 2013

(@4 4] Year ended 31 Dec 2013  Year ended 31 Dec 2012

CONTINUING OPERATIONS

Revenue from principal operations 5 12216665 13415264
Other operating income 6 895133 751537
Purchased consumables and services 7 -6 377084 -7 683887
Employee benefit costs 8 -4160 350 -4 336 386
Depreciation and amortisation 9 -1062 348 -1870498
Other operating losses 10 -468 577 -661931
Profit (loss) before interest and tax 1043439 -385901
Financial expenses 11 -256 864 -266 051
Other gains 12 130664 24110
Profit (loss) before tax 917 239 -627 842
Income tax expense 13 -231261 -181665
Profit (loss) for the period from 685978 -809 507

continuing operations
DISCONTINUED OPERATIONS
Profit (loss) from discontinued operations 0 0

Profit (loss) for the year 685978 -809 507

m STATEMENT OF COMPREHENSIVE INCOME FOR THE YEAR ENDED 31 DECEMBER 2013

Year ended Year ended
(CzK 31Dec 2013 31Dec 2012
Profit (loss) for the year 685978 -809 507
Financial derivative instruments used in hedge accounting -116 480 -4203
Relating deferred income tax 22130 799
Other comprehensive income (loss) for the year -94 350 -3404
Total comprehensive income (loss) for the year 591628 -812911

m STATEMENT OF CHANGES IN EQUITY FOR THE YEAR ENDED 31 DECEMBER 2013

Share Reserve and Retained Total
(CZK'000) capital other funds earnings equity
Balance at 31 December 2011 8494 000 228552 -2746 236 5976 316
Loss for the period 0 0 -809 507 -809 507
Other comprehensive income 0 -3404 0 -3404
for the year
Balance at 31 December 2012 8494 000 225148 -3555743 5163405
Profit for the period 0 0 685978 685978
Other comprehensive income 0 -94 350 0 -94 350
(loss) for the year
Balance at 31 December 2013 8494 000 130798 -2 869 765 5755033
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m CASH FLOW STATEMENT FOR THE YEAR ENDED 31 DECEMBER 2013

Year ended Year ended
(CZK'000) 31 Dec 2013 31 Dec 2012
CASH FLOWS FROM OPERATING ACTIVITIES
Profit (loss) for the year before tax 917 239 -627 842
Dividend income -17 604 -36114
Financial expenses 255028 266051
Profit from the sale and disposal of non-current assets -496 565 -32525
Loss from the sale of a subsidiary 7418 0
Depreciation and amortisation of non-current assets 1062 348 1870498
Impairment of non-current assets 186123 -47 369
Impairment of trade receivables 30045 33515
Foreign exchange rate (gains) /losses -32962 63809
Other 4382 -12557
Cash flow from operating activities before changes in working capital 1915452 1420466
Decrease (increase) in trade receivables 119394 -10856
Decrease (increase) in inventories -22535 -1571
Decrease (increase) in other assets -30185 182054
Increase in trade payables 262957 567 694
Increase in provisions 79 004 548 497
Decrease in other payables -409 316 -596 666
Total changes in working capital -681 689152
Cash flows from operating activities 1914771 2109618
Interest paid -245294 -147702
Income tax paid 0 -6 258
Net cash flow from operating activities 1669477 1955658
CASH FLOWS FROM INVESTMENT ACTIVITIES
Payments for property, plant and equipment -1672580 -2842613
Proceeds from the sale of property, plant and equipment 531372 14005
Costs of acquisition of intangible assets -70569 -86 886
Received interest 875 1775
Received dividends 17 604 36114
Repayments of loans from related parties 8575 8924
Net cash flows from the sale of a subsidiary -7418 0
Net cash flows (used in) from investment activities -1192141 -2 868 681
CASH FLOWS FROM FINANCING ACTIVITIES
Use of loans and borrowings 2747 561 3755361
Repayments of loans and borrowings -2942008 -2776798
Net cash flow from financing activities -194 447 978 563
Net increase in cash and cash equivalents 282888 65 540
Cash and cash equivalents at the beginning of the reporting period 158 065 92525
Cash and cash equivalents at the end of the reporting period 440954 158 065

1. General information

1.1. FORMATION OF THE COMPANY

CD Cargo, a.s. (hereinafter the"Company”) was formed following its registration in the Register
of Companies held by the Municipal Courtin Prague, File B, Insert 12844, on 1 December 2007
through the investment of a business part of Ceské drahy a.s.

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

As of 31 December 2013, the Company's reported share capital of CZK ,494,000 thousand which
was fully paidin.

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

The financial statements were prepared as of 31 December 2013. The reporting period is the
calendaryear from 1 January 2013 to 31 December 2013.

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

The principal business activity — railway transportation of goods - is structured into two key
segments:

m Transportation of complete trains; and
® Transportation of individual wagon loads.

The above segments are structured by the type of transportation as follows:

m local;

m Export;

m Import; and
m 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,
requirements for vehicles, and demands for operating technologies or special care of shipments:

m Transportation of solid fuels;

® Transportation of ores, metals and machinery products;

m Transportation of chemical products and liquid fuels;

® Transportation of construction material;

m Transportation of wood and paper;

m Transportation of food and agricultural products;

m Combined transportation - logistical solutions for transportation of shipments using inter-
modal transportation units, predominantly containers;

m Automotive; and

m Transportation of other non-classified commodities.

In terms of the volume of transportation, the Company is one of the ten most significant railway
companies in Europe and the European Union.

1.3. ORGANISATIONAL
The organisational structure is composed of divisions directly reporting to the Chairman of the
Board of Directors or divisional directors:
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m Sales Director division;
m Operations Director division;
m Finance Director division.

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

Theinternal organisation of the Company (principles of the organisational hierarchy, organisa-
tional structure, principal management system and authorities of organisational structure units
including the responsibility and authority of managers) is determined in the Organisational Pol-
icy of CD Cargo, a.s. and the Signing Authority Rules of CD Cargo, a.s.

1.4. STATUTORY BODIES OF THE COMPANY

The sole owner of the Company is Ceské drahy, a.s. which acts as the Company’s General Meet-
ing, the supreme body of the Company, in the capacity as the sole shareholder of the Company.
The statutory body of the Company is the five-member Board of Directors; the supervisory body
is the six-member Supervisory Board. The Company established a three-member Audit Com-
mittee, the members of which were appointed by the sole shareholder.

The composition of the Company's Bodies as of 31 December 2013:
Board of Directors

m Chairman Oldfich Mazanek

m MemberVaclav Andrysek

m MemberZdenék Meidl

m Member Pavel Lamacz

m Membervacant as of 31 December 2013

At its meeting held on 30 May 2013, the Board of Directors discussed the written announce-
ment on the resignation of the member, Vlastimil Chobot. His position of the member of the
Board of Directors expired on 31 May 2013. On 24 June 2013, Ceské drahy, a.s., as the sole share-
holder of the Company, acting in the capacity of the General Meeting, appointed Zby3ek
Wactawik a member of the Board of Directors with effect from 24 June 2013.

On 31July 2013, Ceské drahy, a.s., as the sole shareholder of the Company, acting in the capac-
ity of the General Meeting, recalled Petr Zaluda as Chairman of the Board of Directors and ap-
pointed Pavel Lamacz a member of the Board of Directors with effect from 1 August 2013.

Atits meeting held on 1 August 2013, the Board of Directors discussed the written announce-
ment on the resignation of the member, ZbySek Wactawik. His position of the member of the
Board of Directors expired on 1 August 2013.

On 20 August 2013, Ceské drahy, a.s., as the sole shareholder of the Company, acting in the ca-
pacity of the General Meeting, decided to change the Articles of Association of the Company
which defined that the Board of Directors will newly have five members.

On 20 August 2013, Ceské drahy, a.s., as the sole shareholder of the Company, acting in the ca-
pacity of the General Meeting, appointed Oldfich Mazanek, Vaclav Andrysek, and Zdenék Meid|
members of the Board of Directors with effect from 26 August 2013.

At its meeting held on 26 August 2013, the Board of Directors appointed Oldfich Mazanek
Chairman of the Board of Directors.

At its meeting held on 11 November 2013, the Board of Directors discussed the written an-
nouncement on the resignation of the member of the Board of Directors, Petr May. His position
of the member of the Board of Directors expired on 11 November 2013.
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Supervisory Board

Chairman Dalibor Zeleny Member
Member Zdenék Zemlicka
Member Dusan Svoboda
Member Miroslav Zamecnik
Member Radek Nekola

Member JindFich Nohal

On 20 August 2013, Ceské drahy, a.s., as the sole shareholder of the Company, acting in the
capacity of the General Meeting, recalled Milan Spacek and Zdenék Prosek as members of the
Supervisory Board with effect from 25 August 2013. In addition, it appointed Dusan Svoboda,
Dalibor Zeleny and Zdenék Zemli¢ka members of the Supervisory Board with effect from 26 Au-
gust 2013.

At its meeting held on 18 September 2013, the Supervisory Board appointed Dalibor Zeleny
Chairman of the Supervisory Board.

Administration Board of €D Cargo, a.s.

On 3 September 2013, Ceské drahy, a.s., as the sole shareholder of the Company, acting in the
capacity of the General Meeting, decided to cancel the Administration Board of the Company.
Concurrently, all its members were recalled.

Audit Committee

® Chairman Oldfich VojiF
® Member Miroslav Zamecnik
m Member Libor Joukl

No changes were made in this body during the reporting period.

2. Significant accounting policies

2.1. GENERAL INFORMATION

The Company prepares the separate financial statements under International Financial Report-
ing Standards as adopted by the European Union (IFRS). The separate and consolidated financial
statements under IFRS are prepared on a voluntary basis.

The separate financial statement of CD Cargo, a.s. prepared under Czech Accounting Standards
are the statutory financial statements.

2.2. STATEMENT OF COMPLIANCE
The financial statements have been prepared in accordance with International Financial Re-
porting Standards (IFRS) as adopted by the European Union.

2.3.BASIS OF PREPARATION

Thefinancial statements have been prepared on a historical cost basis except for the revaluation
of certain financial instruments. Historical cost is generally based on the fair value of the con-
sideration given in exchange for assets.

Investments in subsidiaries and associates that are not classified as held for sale are carried at
cost in the separate financial statements. As such, the financial statements present the Com-
pany's financial position regardless of the results of subsidiaries and other group entities.

Unless stated otherwise, all figures are stated in Czech crowns.



ANNUAL REPORT 2013 OF CD CARGO, A.S

15

2.4. REVENUE RECOGNITION
Revenue is measured at the fair value of the consideration received or receivable. Revenue is
reduced for estimated customer returns, rebates and other similar allowances.

Revenue from the sale of goods and other assets is recognised when the Company has trans-
ferred to the buyer the significant risks and rewards of ownership.

Sales of services are recognised when services are rendered to counterparties. Revenues related
to transportation services are recognised in the period in which the services are provided by ref-
erence to the stage of completion of the service contract.

Dividend revenue from investments is recognised when the Company's right to receive payment
has been established.

Interest revenue is recognised when it is probable that the economic benefits will flow to the
Company and the amount of revenue can be measured reliably. Interest revenue is accrued on
a time basis, by reference to the principal outstanding and at the effective interest rate appli-
cable, which is the rate that exactly discounts estimated future cash receipts over the expected
life of the financial asset to that asset's net carrying amount.

2.5. LEASES

Leases are classified as finance leases whenever the terms of the lease transfer substantially all
the risks and rewards of ownership to the lessee. All other leases are classified as operating
leases.

In all finance leases, the Company acts as a lessee.

Assets held under finance leases are initially recognised as assets of the Company at their fair
value at the inception of the lease or, if lower, at the present value of the minimum lease pay-
ments. The corresponding liability to the lessor is included in the statement of financial position
asafinance lease obligation.

Lease payments are apportioned between finance expenses and reduction of the lease obliga-
tionsoas toachieve a constant rate of interest on the remaining balance of the liability. Finance
expenses are recognised immediately in profit or loss, unless they are directly attributable to
qualifying assets, in which case they are capitalised in accordance with the Company’s general
policy on borrowing costs. Contingent rentals are recognised as expenses in the periods in which
they areincurred.

Operating lease payments are recognised as an expense on a straight-line basis over the
lease term, except where another systematic basis is more representative of the time pat-
tern in which economic benefits from the leased asset are consumed. Contingent rentals
arising under operating leases are recognised as an expense in the period in which they
areincurred.

2.6. FOREIGN CURRENCIES
Given the economic substance of transactions and the environment in which the Company op-
erates, the functional and presentation currency used is the Czech crown (CZK).

Transactions denominated in foreign currencies are recorded at the ruling fixed exchange
rate announced by the Czech National Bank. If the ruling exchange rate does not signifi-
cantly change over time, the Company uses the foreign exchange rate promulgated as of
the first day of the period for a longer period of time — one month. At the balance sheet
date, assets and liabilities denominated in foreign currencies are translated at the ex-
change rate of the Czech National Bank ruling as of that date. Income and expenses are
retranslated on the basis outlined above, i.e. using the fixed exchange rate. Non-monetary
items that are measured in terms of historical cost in a foreign currency are not retrans-
lated.

Exchange differences are recognised in profit or loss except for exchange differences on trans-
actions entered into in order to hedge certain foreign currency risks. Such foreign exchange rate
differences are recognised directly in equity and reclassified to profit or loss when the hedged
underlying item is settled.

2.7.BORROWING COSTS

Borrowing costs directly attributable to the acquisition, construction or production of qualifying
assets, which are assets that necessarily take a substantial period of time to get ready for their
intended use or sale, are added to the cost of those assets, until such time as the assets are sub-
stantially ready for their intended use or sale.

Investment income earned on the temporary investment of specific borrowings pending their
expenditure on qualifying assets is deducted from the borrowing costs eligible for capitalisa-
tion.

Allother borrowing costs are recognised in profit or loss in the period in which they are incurred.

2.8. GOVERNMENT GRANTS
Government grants are not recognised until there is reasonable assurance that the Company
will comply with the conditions attaching to them and that the grants will be received.

Government grants whose primary condition is that the Company should purchase, construct
orotherwise acquire non-current assets are recognised as a reduced cost of non-current assets
in the statement of financial position.

Other government grants are recognised as revenue over the periods necessary to match them
with the costs for which they are intended to compensate, on a systematic basis. Government
grants that are receivable as compensation for expenses or losses already incurred or for the
purpose of givingimmediate financial support to the Company without future related costs are
recognised in profit or loss in the period in which they become receivable.

2.9. EMPLOYEE BENEFIT COSTS

Employee benefit costs predominantly include payroll costs, payments of the employer for
statutory health insurance and social security and pension insurance and costs of other em-
ployee benefits resulting from the collective agreement.

The employee benefit obligations and provisions reported in the statement of financial position
represent their present value as adjusted for unrecognised actuarial gains and losses. Additions
to these obligations and provisions are reported as part of expenses after the employees render
services for which they will have the right for such benefits.

2.10. TAXATION
The income tax includes current tax payable and deferred tax.

Current Tax Payable

The tax currently payable is based on taxable profit for the year. The taxable profit differs from
the profit as reported in the statement of profit or loss because of items of income or expense
that are taxable or deductible in other years and items that are never taxable or deductible. The
Company's liability for current tax is calculated using tax rates that have been enacted or sub-
stantively enacted by the end of the reporting period.

Deferred Tax

Deferred tax is recognised on temporary differences between the carrying amounts of assets
and liabilities in the financial statements and the corresponding tax bases used in the compu-
tation of taxable profit. Deferred tax liabilities are generally recognised for all taxable temporary
differences. Deferred tax assets are generally recognised for all deductible temporary differences
to the extent that it is probable that taxable profits will be available against which those de-
ductible temporary differences can be utilised.
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The carrying amount of deferred tax assets is reviewed at the end of each reporting period and
reduced to the extent that it is nolonger probable that sufficient taxable profits will be available
toallow all or part of the asset to be recovered.

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply in
the period in which the liability is settled or the asset realised, based on tax rates (and tax laws)
that have been enacted or substantively enacted by the end of the reporting period. The meas-
urement of deferred tax liabilities and assets reflects the tax consequences that would follow
from the manner in which the Company expects, at the end of the reporting period, to recover
or settle the carrying amount of its assets and liabilities.

Current Tax Payable and Deferred Tax for the Period

Current and deferred tax are recognised as an expense or income in profit or loss, except when
they relate to items that are recognised outside profit or loss (whether in other comprehensive
income or directly in equity), in which case the tax is also recognised outside profit or loss.

2.11. PROPERTY, PLANT AND EQUIPMENT

Property, plant and equipment are carried at cost reduced by accumulated losses from impair-
ment, and by accumulated depreciation in respect of property and equipment. Land is not de-
preciated.

Properties in the course of construction are carried at cost, less any recognised impairment loss.
Cost includes professional fees and, for qualifying assets, borrowing costs. Depreciation of these
assets, on the same basis as other property assets, commences when the assets are ready for
theirintended use.

Depreciation is recognised so as to write off the cost of assets (other than freehold land and
properties under construction) less their residual values over their useful lives, using the
straight-line method. Railway vehicles are depreciated using the components depreciation.
Wagons and traction vehicles without components are depreciated to the estimated residual
value. Components of these railway vehicles are depreciated based on the actual mileage. The
estimated useful lives, residual values and depreciation method are reviewed at each year-end,
with the effect of any changes in estimates accounted for on a prospective basis.

Assets held under finance leases are depreciated over their expected useful lives on the same
basis as owned assets. If there is no sufficient certainty that the lessee will acquire the owner-
ship of an asset at the end of the lease, this asset is depreciated over the lease period if it is
shorter than the anticipated useful life.

Anitem of property, plant and equipment is derecognised upon disposal or when no future eco-
nomic benefits are expected to arise from the continued use of the asset. The gain or loss arising
on the disposal or retirement of an item of property, plant and equipment is determined as the
difference between the sales proceeds and the carrying amount of the asset and is recognised
in profit or loss.

The Company capitalises major (periodical) repairs of rail vehicles. The costs of repairs are
recorded as a separate asset item (component) and are depreciated over the useful life of re-
pairs. The depreciation period of the components is determined for the series of rail vehicles
and type of the components (periodical repairs — major, significant and overhaul).

2.12. INTANGIBLE ASSETS

Intangible Assets Acquired Separately

Intangible assets acquired separately are carried at cost less accumulated amortisation and ac-
cumulated impairment losses. Amortisation is recognised on a straight-line basis over their es-
timated useful lives. The estimated useful life and amortisation method are reviewed at the end
of each annual reporting period, with the effect of any changes in estimates being accounted
for on a prospective basis.
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An intangible asset is derecognised on disposal, or when no future economic benefits are ex-
pected from its use or disposal. Gains or losses arising from derecognition of an intangible asset,
measured as the difference between the net disposal proceeds and the carrying amount of the
asset, are recognised in profit or loss when the asset is derecognised.

2.13. IMPAIRMENT OF TANGIBLE AND INTANGIBLE ASSETS

At the end of each reporting period, the Company reviews the carrying amounts of its tan-
gible and intangible assets to determine whether there is any indication that those assets
have suffered an impairment loss. If any such indication exists, the recoverable amount of
the asset is estimated in order 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.
Where a reasonable and consistent basis of allocation can be identified, corporate assets
arealso allocated to individual cash-generating units, or otherwise they are allocated to the
smallest group of cash-generating units for which a reasonable and consistent allocation
basis can be identified.

Intangible assets with indefinite useful lives and intangible assets not yet available for use are
tested forimpairment at least annually, and whenever there is an indication that the asset may
be impaired.

The recoverable amountis the higher of fair value less costs to sell and value in use. In assessing
the value in use, the estimated future cash flows are discounted to their present value using
a pre-tax discount rate that reflects current market assessments of the time value of money
and the risks specific to the asset for which the estimates of future cash flows have not been
adjusted.

If the recoverable amount of an asset (or cash-generating unit) is estimated to be less than its
carrying amount, the carrying amount of the asset (or cash-generating unit) is reduced to its
recoverable amount. An impairment loss is recognised immediately in profit or loss.

Where an impairment loss subsequently reverses, the carrying amount of the asset (or
cash-generating unit) is increased to the revised estimate of its recoverable amount, but
so that the increased carrying amount does not exceed the carrying amount that would
have been determined had no impairmentloss been recognised for the asset (or cash-gen-
erating unit) in prior years. A reversal of an impairment loss is recognised immediately in
profit or loss.

2.14. INVESTMENTS IN SUBSIDIARIES AND ASSOCIATES
Asubsidiary is an entity in which the Company has the power to govern the financial and oper-
ating policies so as to obtain benefits from its activities.

An associate is an entity over which the Company has significant influence and that is neither
a subsidiary nor an interest in a joint venture. Significant influence is the power to participate
in the financial and operating policy decisions of the investee but is not control or joint control
over those policies.

In the separate financial statements, investments in subsidiaries and associates which are not
classified as held for sale are reported at cost.

Thefinancial statements thus present the Company financial position regardless of the results
of subsidiaries and other entities in the group.

2.15. INVENTORIES

Inventories are measured at the lower of cost and net realisable value. Costs of inventories are
determined using the weighted arithmetic average method. The net realisable value represents
the estimated selling price for inventories less all estimated costs of completion and costs nec-
essary to make the sale.
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2.16. PROVISIONS

Provisions are recognised when the Company has a present obligation (legal or constructive)
asaresult of a past event, it is probable that the Company will be required to settle the obliga-
tion, and a reliable estimate can be made of the amount of the obligation.

Theamount recognised as a provision is the best estimate of the consideration required to settle
the present obligation at the end of the reporting period, taking into account the risks and un-
certainties surrounding the obligation. Where a provision is measured using the cash flows es-
timated to settle the present obligation, its carrying amount is the present value of those cash
flows.

When some or all of the economic benefits required to settle a provision are expected to be re-
covered from a third party, a receivable is recognised as an asset if it is virtually certain that re-
imbursement will be received and the amount of the receivable can be measured reliably.

Restructuring Provision

Arestructuring provision is recognised when the Company has developed a detailed formal plan
for the restructuring and has raised a valid expectation in those affected that it will carry out
the restructuring by starting to implement the plan or announcing its main features to those
affected by it. The measurement of a restructuring provision includes only the direct expendi-
tures arising from the restructuring, which are those amounts that are both necessarily entailed
by the restructuring and not associated with the ongoing activities of the entity.

2.17.FINANCIAL INSTRUMENTS
Financial assets and financial liabilities are recognised when the Company becomes a party to
the contractual provisions of the instrument.

Financial assets and financial liabilities are initially measured at fair value. Transaction costs
thatare directly attributable to the acquisition or issue of financial assets and financial liabilities
are added to or deducted from the fair value of the financial assets or financial liabilities, as ap-
propriate, on initial recognition. Transaction costs directly attributable to the acquisition of fi-
nancial assets or financial liabilities at fair value through profit or loss are recognised
immediately in profit or loss.

Financial assets are classified into the following specified categories: financial assets ‘at fair
value through profit or loss' (FVTPL), 'held-to-maturity’ investments, ‘available-for-sale’ (AFS) fi-
nancial assets and‘loans and receivables'. The classification depends on the nature and purpose
of the financial assets and is determined at the time of initial recognition.

Allregular way purchases or sales of financial assets are recognised and derecognised on a trade
date basis. Regular way purchases or sales are purchases or sales of financial assets that require
delivery of assets within the time frame established by regulation or convention in the market-
place.

Debt and equity instruments are classified as either financial liabilities or as equity in accordance
with the substance of the contractual arrangements.

Financial liabilities are classified as either financial liabilities'at FVTPL or ‘other financial liabili-
ties'.

Effective Interest Method

The effective interest method is a method of calculating the amortised cost of a debt instrument
and of allocating interest income over the relevant period. The effective interest rate is the rate
that exactly discounts estimated future cash receipts (including all fees on points paid or re-
ceived that form an integral part of the effective interest rate, transaction costs and other pre-
miums or discounts) through the expected life of the debt instrument, or (where appropriate)
a shorter period, to the net carrying amount on initial recognition.

Income and expenses are recognised on an effective interest basis for debt instruments other
than those financial assets and liabilities classified as at FVTPL.

Held-to-Maturity Investments

Held-to-maturity investments are non-derivative financial assets with fixed or determinable
payments and fixed maturity dates that the Company has the positive intent and ability to hold
tomaturity. Upon initial recognition, held-to-maturity investments are measured at amortised
cost using the effective interest method less any impairment.

Financial Assets Available for Sale

Financial assets available for sale are non-derivatives that are either designated as available for
sale or are not classified as (a) loans and receivables, (b) held-to-maturity investments or (c) fi-
nancial assets at fair value through profit or loss.

Dividends on the AFS equity instruments are recognised in profit or loss when the Company’s
right to receive the dividends is established.

Loans and Receivables

Loans and receivables are non-derivative financial assets that have fixed or determinable pay-
ments that are not quoted in an active market. Loans and receivables (including trade receiv-
ables and bank balances) are measured at amortised cost using the effective interest method,
less any impairment.

Interest income is recognised by applying the effective interest rate, except for short-term re-
ceivables for which the recognition of interest would be immaterial.

Impairment of Financial Assets

Financial assets, other than those at FVTPL, are assessed for indicators of impairment at the
end of each reporting period. Financial assets are considered to be impaired when there is
objective evidence that, as a result of one or more events that occurred after the initial recog-
nition of the financial asset, the estimated future cash flows of the investment have been
affected.

The amount of the impairment loss recognised is the difference between the asset's carrying
amount and the present value of estimated future cash flows, discounted at the financial asset's
original effective interest rate.

As of the balance sheet date, assets are temporarily impaired depending on the anticipated re-
coverability of receivables based on anindividual assessment of a receivable. The Company does
not recognise a temporary impairment of receivables from subsidiaries and entities in the
Group.

With the exception of the AFS equity instruments, if, in a subsequent period, the amount of the
impairment loss decreases and the decrease can be related objectively to an event occurring
after the impairment was recognised, the previously recognised impairment loss is reversed
through profit orloss to the extent that the carrying amount of the investment at the date the
impairment is reversed does not exceed what the amortised cost would have been had the im-
pairment not been recognised.

In respect of the AFS equity securities, impairment losses previously recognised in profit or loss
are not reversed through profit or loss. Any increase in the fair value subsequent to an impair-
ment loss is recognised in other comprehensive income.

Derecognition of Financial Assets

The Company derecognises a financial asset only when the contractual rights to the cash flows
from the asset expire, or when it transfers the financial asset and substantially all the risks and
rewards of ownership of the asset to another entity.
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Equity Instruments

Anequity instrument is any contract that evidences a residual interest in the assets of an entity
after deducting all of its liabilities. Equity instruments issued by the Company are recognised
at the proceeds received, net of direct issue costs.

Other Financial Liabilities
Other financial liabilities are subsequently measured at amortised cost using the effective in-
terest method.

Derecognition of Financial Liabilities

The Company derecognises financial liabilities when, and only when, the Company's obligations
are discharged, cancelled or they expire. The difference between the carrying amount of the fi-
nancial liability derecognised and the consideration paid and payable is recognised in profit or
loss.

Derivative Financial Instruments
The Company enters into a variety of derivative financial instruments to manage its exposure
to currency and commodity risks.

Derivatives are initially recognised at fair value at the date the derivative contracts are entered
into and are subsequently remeasured at their fair value at the end of each reporting period.
Theresulting gain or loss is recognised in profit or loss immediately unless the derivative is des-
ignated and effective as a hedging instrument, in which event the timing of the recognition in
profit or loss depends on the nature of the hedge relationship.

Hedge Accounting
The Company designates certain hedging instruments as either fair value hedges, cash flow
hedges, or hedges of net investments in foreign operations.

At the inception of the hedge relationship, the Company documents the relationship between
the hedging instrument and the hedged item, along with its risk management objectives and
its strategy for undertaking various hedge transactions. Furthermore, at the inception of the
hedge and on an ongoing basis, the Company documents whether the hedging instrument is
highly effective in offsetting changes in fair values or cash flows of the hedged item attributable
to the hedged risk.

Cash Flow Hedges

The effective portion of changes in the fair value of derivatives that are designated and qualify
as cash flow hedges is recognised in other comprehensive income and accumulated under the
heading of the cash flow hedging reserve. The gain or loss relating to the ineffective portion is
recognised immediately in profit or loss.

Amounts previously recognised in other comprehensive income and accumulated in equity are
reclassified to profit or loss in the periods when the hedged item is recognised in profit or loss,
in the same line of the statement of profit or loss as the recognised hedged item. However, when
the hedged forecast transaction results in the recognition of a non-financial asset or a non-fi-
nancial liability, the gains and losses previously recognised in other comprehensive income and
accumulated in equity are transferred from equity and included in the initial measurement of
the cost of the non-financial asset or non-financial liability.

Hedge accounting is discontinued when the Company revokes the hedging relationship, when
the hedging instrument expires or is sold, terminated, or exercised, or when it no longer quali-
fies for hedge accounting. Any gain or loss recognised in other comprehensive income and ac-
cumulated in equity at that time remains in equity and is recognised when the forecast
transaction is ultimately recognised in profit or loss. When a forecast transaction is no longer
expected to occur, the gain or loss accumulated in equity is recognised immediately in profit or
loss.
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Financial Derivatives Held for Trading
Derivatives that do not meet the conditions for hedging derivatives are classified by the Com-
pany as derivatives held for trading.

The changein thefairvalue of derivatives held for trading is recognised as an expense orincome
from derivative transactions.
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3. Adoption of new and revised international financial
reporting standards

3.1. STANDARDS AND INTERPRETATIONS EFFECTIVE FOR ANNUAL
PERIODS ENDING 31 DECEMBER 2013

During the year ended 31 December 2013, the following standards, revised standards and in-
terpretations took effect:

Effective for annual periods

Amended, new and revised standards and interpretations beginning on or after
IFRS 13 - Fair Value Measurement 1)January 2013
IAS 19 — Employee Benefits (revised in 2011) 1January 2013
Amendments to IFRS 1 Severe Hyperinflation 1)anuary 2013
Amendments to IFRS 1 Removal of Fixed Dates for First-time Adopters 1)January 2013
Amendments to IFRS 1 Government Loans 1January 2013

IFRS 7 Offsetting Financial Assets and Financial Liabilities and Relating

Disclosuresl January 2013

Amendments to IAS 1 Presentation of Items of Other Comprehensive Income 1)July 2012
Amendments to IAS 12 Deferred Tax: Recovery of Underlying Assets 1January 2013
IFRIC 20 - Stripping Costs in the Production Phase of a Surface Mine 1)January 2013
Improvements to IFRS -2009-2011 revised IFRS 1, IAS 1, IAS 16, IAS 32, IAS 34 1January 2013

Management of the Company anticipates that the adoption of these standards, revised stan-
dards and interpretations will have no material impact on the Company in the following periods,
except for the detailed disclosure of fair value measurement under I[FRS 13 which is provided in
Note 32.11 Financial Instruments.

3.2. STANDARDS AND INTERPRETATIONS APPROVED FOR USE IN THE EU WHICH ARE
NOT BINDINGLY EFFECTIVE FOR THE YEAR ENDED 31 DECEMBER 2013, HOWEVER
MAY BE USED EARLIER

The below table shows the list of new and revised IFRS adopted by the EU which are not yet

bindingly effective (however allow an earlier use) for the year ended 31 December 2013. This

list relates to the effective date of 31 December 2013.

Effective for annual periods

Amended, new and revised standards and interpretations beginning on or after
IFRS 10 Consolidated Financial Statements 1)January 2014
IFRS 11 - Joint Arrangements 1January 2014
IFRS 12 - Disclosure of Interests in Other Entities 1)January 2014
IAS 27 (revised in 2011) — Separate Financial Statements 1January 2014
IAS 28 (revised in 2011) — Investments in Associates and Joint Ventures 1)January 2014
Amendments to IFRS 10, IFRS 11 a IFRS 12 Consolidated Financial Statements, Joint 1)January 2014
Arrangements and Disclosure of Interests in Other Entities: temporary provisions
Amendments to IFRS 10 Consolidated Financial Statements, IFRS 12 1)anuary 2014
Disclosure of Interests in Other Entities and IAS 27 Separate Financial Statements
- Investment Entities
Amendments to IAS 32 Offsetting of Financial Assets and Financial Liabilities 1)January 2014

Amendments to IAS 36 Impairment of Assets — Recoverable Amount Disclosures

for Non-Financial Assets 1)January 2014
Amendments to IAS 39 Novation of Derivatives and Continuation 1)January 2014
of Hedge Accounting

The Company did not use any standard or interpretation before their effective dates. Manage-
ment of the Company anticipates that the adoption of the above standards, revised standards
and interpretations in the following periods will have no significant impact on the Company.

3.3. STANDARDS AND INTERPRETATIONS THAT ARE ISSUED BY THE INTERNATIONAL
ACCOUNTING STANDARD BOARD (IASB) BUT NOT YET ADOPTED BY THE
EUROPEAN UNION

At the balance sheet date, some of the standards and interpretations listed in the prior note

have not been adopted by the European Union:

Effective for annual periods

Amended, new and revised standards and interpretations beginning on or after

IFRS 9 Financial Instruments (published in 2009) and subsequent revised will be determined
standards issued in October 2010 and November 2013

Amendments to IFRS 9 Financial Instruments and IFRS 7 Financial Instruments: Disclo- will be determined
sure - Mandatory Effective Date and Transition Disclosures (issued in December 2013)

Amendments to IAS 19 - Defined Benefit Plans: Employee Contributions 1)uly 2014

Improvements to IFRS 2010-2012 (published in December 2013) 1)uly 2014
Revised IFRS 2, IFRS 3, IFRS 8, [FRS 13, IAS 16, |AS 38, IAS 24

Improvements to IFRS 2011-2013 (published in December 2013) 1)uly 2014
Revised IFRS 1, IFRS 3, IFRS 13, IAS 40

IFRIC 21 Odvody (vydany v kvétnu 2013) 1January 2014

4. Critical accounting judgements and key sources of
estimation uncertainty

In the application of the Company's accounting policies, which are described in Note 2, man-
agement is required to make judgements, estimates and assumptions about the carrying
amounts of assets and liabilities that are not readily apparent from other sources. The estimates
and associated assumptions are based on historical experience and other factors that are con-
sidered to be relevant. Actual results may differ from these estimates.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to ac-
counting estimates are recognised in the period in which the estimate is revised if the revision
affects only that period, orin the period of the revision and future periods if the revision affects
both current and future periods.

The following are the key assumptions concerning the future, and other key sources of estima-
tion uncertainty at the end of the reporting period, that have a significant risk of causing a ma-
terial adjustment to the carrying amounts of assets and liabilities within the next financial year.

4.1. USEGUL LIVES OF PROPERTY, PLANT AND EQUIPMENT

The Company reviews the estimated useful lives of property, plant and equipment at the end
of each annual reporting period. Although the Company identified no changes in the useful lives
of property, plant and equipment, the situation may change in the following periods.

4.2, VALUATION OF RAILWAY VEHICLES

4.2.1. Impairment of Property, Plant and Equipment

As disclosed in Notes 2.12 and 4.2., at each balance sheet date, the Company reviews
the carrying amounts of its assets to determine whether there is any indication that
those assets have suffered an impairment loss. If any such indication exists, the recov-
erable amount of the asset is estimated in order to determine the extent of the impair-
ment loss (if any).
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In the comparative period ended 31 December 2012, the Company recognised impairment pri-
marily in respect of wagons and traction vehicles intended for scrapping and whose recoverable
value was estimated to be lower than their net book value as of 31 December 2012.

In the year ended 31 December 2013, the Company continued applying the above accounting
policy primarily with regard to railway vehicles intended for scrapping. However, given the
changes in the approach to the scope and frequency of inspection repairs (components) with
respect to wagons and the subsequent change in their depreciation, the accounting policy re-
garding the review of the assets forimpairment was fine-tuned and amended. Based on the de-
crease in the number of performed inspection repairs, other wagons were identified during the
year ended 31 December 2013 which suffered a temporary impairment loss.

The above change of the estimate negatively impacted profit or loss through the recognition
of the provision against wagons that did not pass the technical inspection in the amount of CZK
224,765 thousand in the year ended 31 December 2013.

4.2.2. Component Depreciation
As disclosed in Note 2.10., the Company depreciates the component over the use separately
from other components and from the remaining part of assets or a set of assets.

Starting from 1 January 2013, the Company has changed the estimate upon depreciating com-
ponents in traction vehicles and wagons from the time depreciation to the mileage deprecia-
tion.

In the year ended 31 December 2012, the component depreciation plan in respect of wagons
corresponded to the frequency of technical inspections. The depreciation period of components
in wagons was as follows:

Wagons with the speed lower than 120 km/hour ..........c.ccccceeuee. 2years
Wagons with the speed lower than 100 km/hour .............cccc.c.... 6 years
Wagons with Short Spring Carriers ...........ooooveerrneenieecnne 4 years

With regard to traction vehicles whose frequency of repairs depends on the mileage, the average
depreciation period was determined on the basis of a reasonable estimate of the Maintenance
and Repairs of Railway Vehicles Department specialists, for each series of traction vehicles in
the year ended 31 December 2012. The average depreciation period for general repairs ranged
from 4 to 12 years, for major repairs from 8 to 24 years.

Intheyearended 31 December 2013, the depreciation of components in wagons and traction
vehicles is made on the basis of the actual mileage per month (kilometres). The amount of de-
preciation in the particular reporting period is calculated as the number of kilometres in the
reporting period multiplied by the rate per one kilometre. The rate per one kilometre is deter-
mined as a share of the acquisition cost of the relevant component and maximum mileage
which is determined for the specific type of the major and general repair of traction vehicles
and inspection repair of wagons. As of the transition date, i.e. 1 January 2013, the rate per
1 kilometre in wagons and traction vehicles was determined as a proportion of the net book
value as of 1 January 2013 of the relevant component and the number of the remaining kilo-
metres that remained to the maximum mileage in individual wagons and traction vehicles.

The above changes in the estimate upon the depreciation of components in the year ended
31 December 2013 positively impacted the profit in the amount of CZK 468,679 thousand.

4.2.3. Depreciation to the Amount of the Anticipated Residual Value
The Company changed the estimate upon the depreciation of traction vehicles and wagons to
the anticipated residual value in the year starting on 1 January 2013.

The anticipated residual value is taken to mean a justifiable positive estimated amount that
the Company could obtain at the moment of the anticipated disposal of assets, less the antic-
ipated costs relating to its disposal. The anticipated residual value of wagons and traction ve-
hicles is based on the value of the scrap that can be obtained upon liquidation.
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The above change in the estimate upon the depreciation in the year ended 31 December 2013
positively impacted the profit in the amount of CZK 112,021 thousand.

4.3. CHANGE IN THE CASH FLOW STATEMENT FOR 2012
In the year ended 31 December 2013, the Company changed the reporting of cash flows in re-
lation to intercompany loans.

In the financial statements for the year ended 31 December 2012, the cash flow statement line
‘Repayments of loans from related parties'amounted to CZK 0. For the sake of comparability of
the financial statements for 2012 and 2013, the value in this line was changed to CZK 8,924
thousand. Concurrently, reclassifications were made in the line 'Decrease (increase) in other as-
sets'from CZK 190,978 thousand to CZK 182,054 thousand.

4.4. IMPAIRMENT OF ASSETS

The Company assesses the recoverable value of all asset components when there are indicators
of theirimpairment (with the exception of intangible assets under construction, the recoverable
value of which is assessed annually). This assessment is based on anticipated assumptions and
may change in the future as the situation evolves and information is available.

4.5. REVENUE FROM INTERNATIONAL TRANSPORTATION

Given the long intervals of settlement of mutual payments between transporters in the inter-
national transportation, the Company has to estimate the amount of these revenues. The ac-
tual value of revenue mutually derecognised among transporters may be different.

4.6. MEASUREMENT OF FINANCIAL INSTRUMENTS

The Company uses financial derivatives for cash flow hedging. The measurement of derivatives
in thefinancial statements is based on appropriate measurement techniques using identifiable
market assumptions. If these assumptions changed, the measurement of financial derivatives
would be different.

4.7.INCOME TAXATION
The Company reports significant deferred tax assets. The determination of the recoverable value
of these assets depends on the estimate of their future recovery.

4.8.PROVISION FOR EMPLOYEE BENEFITS

The provision for employee benefits includes the claim of employees for a financial contribution
when they celebrate important birthdays, financial contribution upon retirement and payment
of treatment fees including salary refunds in wellness stays.

In calculating the provision, the Company used an actuarial model which is based on the up-
to-date employee information (number of employees, date of the old-age pension claim, aver-
age salary, amount of the financial contribution) and anticipated parameters established on
the basis of a reasonable estimate and publicly available statistical documents: anticipated fluc-
tuation of employees, anticipated increase in salaries, anticipated inflation level, likelihood of
death or disablement according to the data of the Czech Statistical Office. Cash flows are dis-
counted to the present value using the discount rate derived from the yield level of 10-year gov-
ernment bonds.

4.9. PROVISIONS FOR LEGAL DISPUTES AND BUSINESS RISKS

The Company is involved in a number of court and out-of-court commercial disputes. Where
the criteria for the recognition of provisions are met, the Company creates provisions for these
disputes on the basis of the best available information and estimates. However, the actual out-
come of the disputes may differ from these estimates.

4.10. RESTRUCTURING PLAN

In 2012, management of CD Cargo, a.s. undertook a series of measures designed to strengthen
the liquidity of the Company in the short-term and create conditions for achieving more
favourable economic results in the medium-term and consequently ensure the stability of the
Company in the following years. The implemented measures have served a basis for preparing
amedium-term business plan of the Company. The restructuring plan continues to be effective.
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5. Revenue from principal operations

All of the below additional information on the statement of profit or loss relates to continuing
operations.

(@44 pl K} 2012
Revenue from freight transportation: 11593472 12228270
Revenue from freight transportation - local 4026577 4896 541
Revenue from freight transportation - foreign 7566 896 7331729
Other revenue from freight transportation: 525915 1095241
Other revenue from freight transportation - local 354684 311908
Other revenue from freight transportation - foreign 171231 783333
Other revenue related to transportation 97 278 91753
Total revenue from principal operations - continuing operations 12 216 665 13415 264

Other revenue from freight transportation predominantly includes the revenue from freight
transportation from other transporters and owners of railways and revenue from other trans-
portation.

With respect to the volume of billed services, the principal local customers include the
following:

CD Logistics, a.s.
Express-Interfracht Czech

m MORAVIASTEEL, a.s.
m CARBOSPED, spol.sr.o.
m CEZ as.

m NHTRANSSE

u

[

Foreign customers predominantly include railway transportation companies (national trans-
porters) and other entities. With respect to the volume of billed services, the principal compa-
nies are as follows:

Railway transportation companies (national transporters)

m DB Schenker Rail Deutschland AG
m Zelezni¢na spoloénost” Cargo Slovakia, a.s.
m Rail Cargo Austria AG

Other companies

Koleje Czeskie Sp. z.0.0

Express Slovakia ,Mezinarodna preprava a.s.”
A.P.Moller - Maersk A/S

CD Generalvertretung GmbH

BLG AutoRail GmbH

DB Schenker Rail Automotiv

6. Other operating income

(CZK'000) 2013 2012
Gain from the sale of property, plant and equipment 496 830 32525
Gain from the sale of inventory 3015 5657
Rental income 332030 542499
Compensations for deficits and damage 41231 48652
Acquisition of material 0 20162
Other subsidies 0 3
Other 22027 102039
Total other operating income - continuing operations 895133 751537

Other operating income predominantly includes income from contractual penalties and default
interest and income from compensation of damage for railway traffic closures in relation to
Sprava Zeleznicni dopravni cesty, s.o. (refer to Note 27.7.).

7.Purchased consumables and services

(CZK'000) 2013 2012
Traction costs -1694 481 -1821424
Traction fuel (diesel) -513376 -570060
Traction electricity -1181105 -1251364
Payment for the use of railway route -1814 037 -2220595
Other purchased consumables and services -2 868 566 -3641 868
Consumed material -270 449 -328186
Consumed other energy -109578 -108 645
Consumed fuel -9811 -11056
Repairs and maintenance -224126 -278 688
Travel costs -36 041 -39480
Telecommunication, data and postal services -59602 -66 489
Other rental -163768 -172058
Rental for rail vehicles -617516 -693 867
Transportation charges -821030 -1261918
Services associated with the use of buildings -36190 -34962
Operational cleaning of rail vehicles -7153 -8929
Border area services -171403 -181181
Advertising and promotion costs -13165 -57820
Other services -328734 -398 589
Total purchased consumables and services - continuing operations -6 377 084 -7 683 887

Other services predominantly include the costs of education, IT, healthcare, advisory, fire pro-
tection and security and commissions for representation abroad.
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8. Employee benefit costs

(CZK'000) plok} 2012
Payroll costs -2708013 -2937547
Severance pay -281 585 -140022
Statutory social security and health insurance -944129 -998 411
Benefits resulting from the collective agreement -42225 -52550
Other social costs -174 543 -188 802
Other employee benefit costs -9855 -19054
Total employees benefit costs - continuing operations -4160 350 -4 336 386

9. Depreciation and amortisation

(CZK'000) 2013 2012
Depreciation of property, plant and equipment -1020384 -1825172
Amortisation of intangible assets -41 964 -45326
Total depreciation and amortisation - continuing operations -1062 348 -1870498

10. Other operating gains (losses)

(CZK'000) plo K} 2012
Change in other provisions -70630 -549 660
Losses from impaired receivables -28812 -33515
Temporarily impaired property, plant and equipment -186123 47 369
Taxes and fees -18720 -4 083
Other operating expenses -164 292 -122042
Total other operating losses - continuing operations -468 577 -661 931

Other operating expenses predominantly include damages and insurance payments.
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11. Financial expenses
(@4q00]0)] 2013 2012
Interest on bank overdraft accounts and loans -7985 -9718
Interest on finance lease payables -140624 -147 086
Interest expenses - bonds -89 510 -52 856
Other interest expenses -21025 -54902
Unwinding of the discount of provisions 2756 -1489
Other financial expenses -476 0
Total financial expenses - continuing operations -256 864 -266 051
12. Other gains (losses)
(CZK'000) 2013 2012
Net foreign exchange gains (losses) 133572 -14 300
Received dividends 17 604 36114
Net profit (loss) from the sale of securities and equity investments -7418 -737
Received interest 875 1775
Banking fees -1378 -3241
Actuarial gains (loss) -11129 2452
Other -1463 2047
Total other gains (losses) - continuing operations 130664 24110
13. Income taxation
13.1. INCOME TAX REPORTED IN PROFIT OR LOSS
(CZK'000) Pl k3 2012
Current income tax for the prior period -38762 0
Deferred tax recognised in the statement of profit or loss -192499 -181665
Total tax charge relating to continuing operations -231 261 -181 665
m Reconciliation of the total tax charge for the period to the accounting profit:
(@4q000)] 2013 2012
Profit from continuing operations 917486 -627 842
Income tax calculated using the statutory rate of 19% -174 322 119290
Effect of permanently non-tax costs and income -56 939 -300955
Income tax reported in profit or loss -231 261 -181 665
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13.2. DEFERRED TAX

(CZK'000)

Balance at 31 December 2011
Deferred tax recognised in the statement of profit or loss
Deferred tax recognised in other comprehensive income
Balance at 31 December 2012
Deferred tax recognised in the statement of profit or loss
Deferred tax recognised in other comprehensive income

Balance at 31 December 2013

14. Property, plant and equipment

Structures
Individual movable assets
Machinery, equipment, and furniture and fixtures
Vehicles
Vehicles acquired under finance leases
Other
Other assets
Assets under construction
Prepayments

Total

Accumulated depreciation

(CZK'000)

Structures
Individual movable assets
Machinery, equipment, and furniture and fixtures
Vehicles
Vehicles acquired under finance leases
Other

Total

Balance at
31 Dec 2011

91294
1257194
36434577
514851
30099 830
5794783
25113

0

146 664
239405
38169134

Balance at
31 Dec 2011

675520
23550252
351537
21653931
1527658
17126
24225772
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Unutilised
tax losses

-20906
13810

-7 096

7096

Additions
0

95525
2393490
61777
2302314
29373
26

0
2480016
1479130
6448161

Additions
29886
1786352
39367
1472847
273556
582
1816 238

Non-current

assets
111352
188 367
0
299719
159681
0

459 400

Disposals

0

2009
888754
29677
722109
130361
6607

0

0
1613293
2504 056

Disposals
1102
1085381
25434
923034
130361
6552
1086483

Provisions
-146 404
-104 405

0

-250 809
-15010
0

-265 819

Reclassification

20593
-1014432
1002 255
-8416

0

-2469 821
0

-2469 821

Reclassification

0
0

18230
-223026
207040
-2244

0

Balance at
31 Dec 2012

91294
1350710
37939313
567544
30665603
6696 050
10116

0

156 859
105242
39643418

Balance at
31 Dec 2012

704 304
24251223
383700
21980718
1877893
8912
24955 527

Leases
141126
91527
0
232653
58835
0

291 488

REGELE

Additions
0

80067
956177
8817
920332
27028

0

0

956 874
125949
2119067

Additions
33833
1051750
39465
752201
259902
182

1085 583

S51015;

-2678

-7 693

-19037

-26 730

6808
-4 956
-799
1053
934
-22130

-20143

Disposals Reclassification

0 0

337 0
2278831 0
7105 1741
2226160 84 286
44513 -86 027
1053 0

0 0

6198 -1008 469
231137 0
2516503 -1008 469

Disposals Reclassification

280 0
1875495 0
6877 211
1826129 -16 814
41452 16603
1037 0
1875775 0

86961
181665
-799
267 827
192499
-22130
438196

Balance at
31 Dec 2013

91294
1430440
36616659
570997
29444061
6592538
9063

0

99066

54
38237513

Balance at
31 Dec 2013

737857
23427478
416499
20889976
2112946
8057
24165 335
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Impairment

(CZK'000) 31 Dec 2011
Buildings

Individual movable assets: vehicles 102 646
Prepayments

Total 106 346

Balance at

15
Balance at Stav
Additions Disposals 31 Dec 2012 Additions Disposals 31 Dec 2013
0 0 0 441 0 441
58977 102 646 58977 185682 0 244659
5000 8700 0 0 0 0
63977 111 346 58977 186123 0 245100

Reclassifications predominantly include transfers of asset items between individual groups of assets (IAS 16, IAS 17) relating to the finance leaseback of railway vehicles and traction vehicles.

Net book value Balance at Balance at Balance at
(CZK'000) 31 Dec 2011 31 Dec 2012 31 Dec 2013
Land 91294 91294 91294
Buildings 581674 646 406 692142
Individual movable assets 12781679 13629113 12944522
Machinery, equipment, and furniture and fixtures 163314 183844 154 498
Vehicles 8343253 8625908 8309426
Vehicles acquired under finance leases 4267125 4818157 4479592
Other 7987 1204 1006
Other assets 0 0 0
Assets under construction 146 664 156 859 99 066
Prepayments 235705 105242 54
Total 13837016 14628 914 13827078

During the yearended 31 December 2013, the Company sold 86 traction vehiclesand 767 wagons
to the subsidiary Koleje Czeskie. The traction vehicles were disposed of in the amount of CZK
523,718 thousand and sold for CZK 718,560 thousand. The wagons were disposed of in the net
book value of CZK 3,849 thousand and sold for CZK 257,377 thousand. The selling price of the
sold wagons and traction vehicles was determined on the basis of an expert valuation report.

Real estate predominantly includes buildings and land. Land and buildings exclude the assets
forming the railway route which are owned by the state. One of the items is provisioned as
equal to the difference between the accounting net book value and the actually estimated value
of CZK 441 thousand.

Vehicles predominantly include rail vehicles (traction vehicles, freight cars) used for the opera-
tions of the railway freight transportation. These items are provisioned as equal to the differ-
ence between the net book value and the recoverable value of CZK 244,659 thousand.

Principal additions to individual movable assets in the year ended 31 December 2013 included
the modernisation of the 363.5 series traction vehicles of CZK 446,773 thousand, major and
general repairs (components) of traction vehicles of CZK 375,558 thousand, purchase of wagons
after the lease of CZK 774,293 thousand, inspection repairs (components) of wagons of CZK
59,474 thousand and improvements on wagons of CZK 48,486 thousand. Additions to inspec-

tions repairs of leased wagons in the year ended 31 December 2013 amounted to CZK 23,032
thousand and improvements on leased wagons amounted to CZK 3,999 thousand.

In the years ended 31 December 2013 and 2012, the Company acquired tangible assets recog-
nised in expenses in the amounts of CZK 25,908 thousand and CZK 30,360 thousand, respec-
tively. These assets are low value tangible assets comprising other movable assets and sets of
movable assets with an estimated useful life greater than one year not reported within fixed
assets. These assets are accounted for as inventory and they are expensed.

Prepayments made for tangible fixed assets amount to CZK 54 thousand and CZK 105,237 thou-
sand as of 31 December 2013 and 2012, respectively.

In 2012, the Company decided to restructure its rolling stock and selected 4,700 wagons and
approximately 100 traction vehicles for scrapping. In respect of this planned transaction, the
Company reported an impairment of vehicles of CZK 58,977 thousand and recognised an ex-
traordinary write-off of CZK 101,655 thousand.

In the year ended 31 December 2013, the Company scrapped several traction vehicles. In re-
spect of other wagons and traction vehicles intended for scrapping, the Company mapped the
current physical condition, recorded parts that could be used as spare parts for repairs and re-
maining parts of wagons intended for direct scrapping. Management of the Company antici-
pates that the scrapping process will be largely performed during 2014.

Railway vehicles are depreciated according to the below useful lives to the estimated residual
value. Components of these railway vehicles are depreciated by actual mileage. For a detailed
description of their depreciation refer to Note 4.2.2. Component Depreciation. When calculating
other depreciation, the following useful lives were used:

Number of years / %

Buildings 20-50
Structures 20-50
Locomotives (without components) 20-25
Wagons (without components) 30
Machinery and equipment 8-20

14.1. ASSETS PLEDGED AS COLLATERAL
As of 31 December 2013 and 2012, no assets of the Company were pledged as collateral.
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16.2. INFORMATION ON ASSOCIATES

17. Inventories

15. Intangible assets

Sos CElEEREt CElEIEaEt EalaNceat Name of the entity of invest\rlna:r11: of invest\r/nae!l;:i C2e0 > Dec2ors 3 pec2or?
(CZK'000) 31Dec 2011 Additions Disposals Reclassification 31 Dec 2012 Additions Disposals Reclassification 31Dec 2013 (CZK'000) Registered office as of 31 Dec 2013 as of 31 Dac 2012 Spare parts and other components for rail vehicles and locomotives 19279 8131
Software 326865 31108 0 357973 109 444 27103 0 440314 BOHEMIAKOMBI, spol. s .0. Opletalova 6, 11000 Prague 1 2837 4514 Other machinery, tools and equipment and their spare parts 74415 65799
Valuable rights 118350 4755 0 123105 1531 422 0 124214 Ostravska dopravni U Tiskarny 61619, 30127 30128 Fuels, lubricants and other oil products 3865 4035
Assets under construction 41994 84186 -33163 93017 70568 112787 0 50798 spolecnost, a.s. 70200 Ostrava - Pfivoz Work clothes, work shoes, protective devices 805 731
Total 487 209 120049 -33163 574095 181543 140312 0 615 326 RAILLEXa.s. Trnkovo nam. 3, 15200 Praha 5 985 1005 Other 11840 10346
Total 33949 35647
Total cost 110 204 89 042
Accumulated amortisation Balance at Balance at Balance at Write-down of inventories to their net realisable value 0 0
(CZK'000) 31Dec 2011 Additions 31 Dec 2012 Additions Disposals Reclassification 31 Dec 2013
Investment  Investment Total net book value 110204 89042
Software 236233 32939 0 269172 30550 27103 0 272619 as of as of
Name of the entity Principal activities 31Dec 2013 31 Dec 2012 ) ) )
Valuable rights 55893 12386 0 68279 11414 422 0 79271 No allowances were recognised based on inventory countsin 2013 and 2012.
Mediation of services in
Total 292126 45325 0 337451 41964 27525 0 351890 BOHEMIAKOMBI, spol. s r.o. transportation except for 30% 30%
transportation by own vehicles
Reclassifications predominantly include transfers of asset items between individual groups of assets (IAS 38) relating to software and valuable rights. Ostravska dopravni Operating railway transportation 20% 20% 18. Trade receivables
spolecnost, a.s. and lease of locomotives. -
RAILLEX a.s. Handling of cargo and technical 50% 50%
services in transportation. (@4 Q] 31 Dec 2013 31Dec 2012
Net book value Balance at Balance at Balance at CD Generalvertretung Rotenturmstrale 22/24, 0 1126
(@4Q10)] at31Dec2011 at31Dec2012 at31Dec2013 Wien GmbH 1010Vienna, Austria Long-term 0 3211
Software 90632 88801 167695 Generalne zastlpenie Prievozska 4/B, 82109 Bratislava 0 169 _
CDCargo. sr0. 16.3. SUMMARY FINANCIAL INFORMATION ON ASSOCIATES Short-term 1871098 1755060
Valuable rights 62457 54 826 44943 Total 1871098 1758271
. Terminal Brno, a.s. Kterminalu 614/11, 61900 Brno 45988 45964
Assets under construction 41994 93017 50798 (@ o0)] 31 Dec 2013 31 Dec 2012
CD-DUSS Termindl, a.s. Lukavecka 1189, 41002 Lovosice 2040 2040
Total 195083 236 644 263436 Total assets 578132 557 380
CD Logistics, a.s. Opletalova 1284/37, 5600 5600
L i ) o L 11000 Prague 1 Total liabilities 336787 333172
Amortisation costs were reported in the statement of profit or loss line'Depreciation and amor-
tisation’. The amortisation was calculated using useful lives of 3 to 8 years. Auto Terminal Nymburk, s.r.o. | Jankovcova 1569/2c, 0 200 Net assets 241345 224208
17000 Prague 7
) ) ) ) ) ) ) ) Share of the Company in associates’ net assets 56 445 52162
Intangible fixed assets predominantly include the operational business information system - CD Interport, s.r.o. Jankovcova 1569/2c, 0 0
PROBIS, thatwas putinto use in 2013, in the amount of CZK 72,164 thousand, i.e. theamount 17000 Prague 7
reduced by the financial support from OPD. Intangible assets additionally include the informa- Total 314903 57223 (CZK'000) 31Dec 2013 31Dec 2012
tion system supporting the activities of the freight transport not financed from the subsidy, de- )
. . . . X Total income 1598434 1656284
velopment of the SAPinformation system, the Microsoft Enterprise Agreement licence, the OPT
information system, the system for the support of office work and other systems used by the T T Profit for the period 27069 50307
Company. asof asof Share of the Company in associates’ profit for the period 5581 13463

Intangible fixed assets under construction predominantly include a further extension of soft-

Name of the entity

Principal activities

31Dec 2013

31 Dec 2012

X A X X CD Generalvertretung Mediation of services in freight transportation 100% 100%
ware for the railway transportation and financial management of the Company. GmbH on behalf of and for CD Cargo,a.s.
Koleje Czeskie Sp.zo.0. | Mediation of services in freight transportation 100% 100%
on behalf of and for CD Cargo, a.s. 18.1. AGING OF TRADE RECEIVABLES
16. investments in subsidiaries and associates CD Generalvertretung | Mediation of services in freight 0% 100%
Wien GmbH transportation and shipping.
. o . Category Before due date Past due date (days) Total
16.1. INFORMATION ON SUBSIDIARIES Generalne zastdpenie Mediation of services in freight transportation 1,61% 100% past due date
CD Cargo, s.r.o. on behalf of and for CD Cargo, a.s. and shipping. (CZK'000) 1-30days 31-90 91-180 181-365 365 and more
value Value Terminal Brno, a.s. ODef_ati?thfthe combined transport 66,9% 66,9% 31 Dec 2013 Gross 1795188 0 86225 27718 10156 154751 278 850 2074038
; ; : terminal in Brno.
Name of the entity of investment of investment
. : _ Allowances -68 604 0 0 -18 851 -2004 -113481 -134 336 -202 940
) Registered office as of 31 Dec 2013  as of 31 Dec 2012 CD-DUSS Terminal,a.s. | Operations of the container terminal in Lovosice. 51% 51%
CD Generalvertretung GmbH Kaiserstrasse 60, 60329 1375 1375 €D Logistics, a.s. Shipping. 56% 56% Net 1726584 0 86225 8867 8152 41270 144514 1871098
Frankfurt am Main, Germany i _ i o 31 Dec 2012 Gross 1650602 13642 24200 14292 15706 146751 214591 1865193
) ) Auto Terminal Shipping and technical services in 100% 100%
Koleje Czeskie Sp.z0.0. g(;Z\:{tz)({v\/\\,/ii;vrfﬁg:hi 259900 749 Nymburk, s.r.o. transportation. Allowances 0 0 -4775 6096 4118 -91933 -106922 -106922
CD Interport, s.r.o. Shipping. 51% n/a Net 1650602 13642 19425 8196 11588 54818 107 669 1758271
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19. Other financial assets

(CZK'000) 31 Dec 2013 31 Dec 2012
Other non-current financial assets 11543 10772
Other current financial assets 36539 96 090
Total other financial assets 48082 106 862

Other financial assets predominantly include the loan provided to RAILEX, a.s., receivables for
deficits and damage, and receivables registered for recovery with the courts and financial deri-
vatives. Allowances of CZK 2,931 thousand and CZK 6,185 thousand are recognised for recei-
vables registered for recovery through the courts in the years ended 31 December 2013 and
2012, respectively.

20. Other assets

(CZK'000) 31 Dec 2013 31 Dec 2012
Non-current other assets 225 90
Prepayments made 87042 96 288
Tax receivables (except for corporate income tax) 85574 4
Prepaid expenses 29724 15700
Other 621 338
Current other assets 202961 112330
Total other assets 203186 112420
21. Equity

21.1. SHARE CAPITAL

As of 31 December 2009, the share capital of the Company is composed of the non-cash invest-
ment of a business part of Ceské drahy, a.s. as the sole shareholder and amounted to CZK
8,800,000 thousand.

On 2 June 2009, Ceské drahy, a.s., acting in the capacity of the General Meeting, adopted the
resolution on the decrease in the share capital of CD Cargo, a.s. in accordance with Section 213a
of the Commercial Code, from CZK 8,800,000 thousand to CZK 8,494,000 thousand. As of
31 December 2013, the Company reports the share capital of CZK 8,494,000 thousand fully paid.

21.2. RESERVE AND OTHER FUNDS

(CZK'" 31 Dec 2013 31 Dec 2012
Share premium 197658 197658
Statutory reserve fund 60653 60653
Cash flow hedging reserve -127513 -33163
Total 130798 225148

Allocations to the statutory reserve fund are made in accordance with the national legislation.

m Cash Flow Hedging Reserve

(CZK'000) 2013 2012
Balance at the beginning of the year -33163 -29759
Loss from revaluation -113552 -9495
Reclassification to profit or loss -2928 5292
Total change in the cash flow hedging reserve -116 480 -4 203
Relating income tax 22130 799
Balance at the year-end -127 513 -33163

The cash flow hedging reserve includes accumulated gains and losses from the effective hedging
of cash flows. The accumulated deferred profit or loss from hedging derivatives is reclassified
to profit or loss only if the hedging transaction impacts the profit orloss orisincluded as an ad-
justmentin the base in the hedged non-financial item in accordance with the relevant account-
ing policies.

22. Loans and borrowings

(CZK'000) 31Dec 2013 31Dec 2012
Payables from finance leases 425222 745780
Overdraft accounts 844691 859505
Issued bonds 1000000 0
Total short-term 2269913 1605 285
Payables from finance leases 2300663 2159739
Issued bonds 1505813 2486483
Total long-term 3806476 4646 222
Total 6076 389 6251 507

Portions of long-term loans and borrowings that are repayable in a period shorter than one year
from the financial statements date are recognised as short-term loans and borrowings.

The Company breached no loan covenants in the reporting period.

22.1.ISSUED BONDS

On 4 May 2011, the resolution of the Czech National Bank, ref. no 2011/4833/570, File no.
Sp/2011/50/572, approved the bond programme of CD Cargo, a.s. The highest volume of out-
standing bonds issued under the bond programme may amount up to CZK 6,000 million with
the term of the bond programme being ten years. The above resolution of the Czech National
Bank took effect on 5 May 2011. The issued bonds are not registered on a regulated market.
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In 2011 and 2012, the following issues of bonds were placed under the bond programme:

Administrator Komerénibanka, a.s.
Date of issue 20)June 2011

Total nominal value CZK 1,000,000,000
Interest rate Fixed interest income
Interest rate (1-3 year); coupon 3.183%p.a.
Interest rate (4-5 year); coupon 5%p.a.

Issue rate 98.025 %

Payment of interest income Annually, retrospectively

Date of the interest payment 20 June each year
Date of the final maturity 20)une 2016
Date of the final maturity (use of the put option) 20 June 2014

Administrator Ceskoslovenska obchodni banka, a.s.
Date of issue 22 Dec2011

Total nominal value CZK 500,000,000

Nominal value of the bond CZK1

Interest rate Variable interestincome

Reference rate 6M PRIBOR

6M PRIBOR (first yield period); coupon 1.45%p.a.

Hedged value for all other periods 1.64%p.a.

Margin 1.30%p.a.

Issue rate 97.464 %

Payment of interest income On six months basis, retrospectively

Date of the interest payment 22 June and 22 December, each year

Date of the final maturity 22 Dec 2015

Administrator Raiffeisenbank, a.s.

Date of issue 21 Dec 2011

Total nominal value CZK 500,000,000

Interest rate; coupon Fixed interest income, 3.8 % p.a.
Issue rate 99.941 %

Payment of interest income Annually, retrospectively
Date of the interest payment 21 Dec, each year

Date of the final maturity 21 Dec 2016

Manager

Date of issue

Total nominal value

Nominal value of the bond

Interest rate

Reference rate

6M PRIBOR (first yield period); coupon
Hedged value for all the following periods
Mark-up

Issue rate

Payment of interest income

Date of the interest payment

Date of final maturity

Manager

Date of issue

Total nominal value

Nominal value of the bond

Interest rate

Reference rate

6M PRIBOR (first yield period); coupon
Hedged value for all the following periods
Mark-up

Issue rate

Payment of interest income

Date of the interest payment

Date of final maturity
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Ceskoslovenska obchodni banka, a.s.
12 January 2012

CZK 200,000,000

CZK1

Variable interestincome

6M PRIBOR

1.45%p.a.

1.64%p.a.

1.30%p.a.

97.506 %

Bi-annually, retrospectively
22 June and 22 Dec, each year

22Dec 2015

Ceskoslovenska obchodni banka, a.s.
19 January 2012

CZK 300,000,000

CZK1

Variable interestincome

6M PRIBOR

1.45%p.a.

1.64%p.a.

1.30%p.a.

97.518%

Bi-annually, retrospectively
22 June and 22 Dec, each year

22Dec 2015
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22.2. FINANCE LEASE PAYABLES

The Company concluded several lease contracts for the purchase of railway vehicles. The loans mature in 10 or more years. Pursuant to a lease contract, the Company has the ability to buy these vehicles
upon the expiration of the lease. The Company's payables arising from finance leases are collateralised by the lessor's ownership title to the leased assets.

The value of finance leases is as follows:

(CZK'000) inimum lease payments Present value of minimum lease payments
31 Dec 2013 31 Dec 2012 31 Dec 2013 31Dec 2012
Less than 1 year 545039 867483 425222 745780
From1to 5years 1787597 1610343 1475939 1314425
5yearsand more 899111 917 854 824724 845313
Total 3231747 3395680 2725885 2905518
Less future finance expenses -505 862 -490162 - -
Present value of minimum lease payments 2725885 2905518 2725885 2905518
In the statement of financial position as:
short-term loans 425222 745780
long-term loans 2300663 2159738
Total 2725885 2905518

The fair value of finance lease payables is calculated in Note 32.11.1.

23. Provisions
Balance at Balance at Balance at
31 Dec 2011 31 Dec 2012 31 Dec 2013
Provision for legal disputes 16 893 52732 16 252 53373 52921 16 650 89 644
Provision for outstanding vacation days 25827 27676 25827 27676 26764 27676 26764
Provision for business risks 390000 149988 0 539988 362959 0 902947
Provision for employee bonuses 109468 55252 56217 108503 26620 34993 100130
Provision for restructuring 110365 535000 110365 535000 0 285027 249973
Provision for the fee for the use of trademark 95000 0 95000 0 0 0 0
Other provisions* 23997 56 667 25157 55507 66 454 92368 29593
Total provisions 771550 877 315 328818 1320047 535718 456 714 1399051
long-term 65298 70070 64100
short-term 706 252 1249977 1334951

*Includes provisions for complaints, returns of empty wagons, damages and other provisions.

After having considered all existing legal analyses and results of negotiations in existing legal disputes and having assessed all potential risks, current developments in legal disputes and in accordance
with theinherent level of prudence, management has decided to increase the amount of the non-tax deductible provision to cover potential expenses relating to potential risks for business transactions
by CZK 362,959 thousand. The total balance of the reserve as of 31 December 2013 is CZK 902,947 thousand.

As of 31 December 2012, management of the Company has decided to make organisational changes pursuant to the prepared restructuring plan, the main features of which were communicated
within the Company. The future cash outflows associated with the restructuring were estimated at CZK 535,000 thousand in the plan. During the year ended 31 December 2013, the amount of the
provision decreased by the use by CZK 285,027 thousand to the balance of CZK 249,973 thousand as of 31 December 2013. These funds will be available to the Company to cover the costs relating to
the restructuring in the following reporting period. The restructuring involves the inspection of the rolling stock and the scrapping of redundant wagons and traction vehicles as disclosed in Note 14.
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The provision for employee benefits includes the claim of employees for a financial contribution for life jubilees, financial contribution upon retirement and payment of treatment costs including the
salary refund in wellness stays. The amount of the provision was calculated at CZK 100,130 thousand using an actuarial model. For details on this model, refer to Note 4.6.

24.Trade payables
Year Category Before due date Past due date (days) Total past
due date
[(@4Qu0)] 31-90 91-180 181-365 365 and more
31 Dec2013 Short-term 1879606 68115 0 7 235 0 68 357 1947963
31Dec 2012 Short-term 2380961 12206 2256 18 7546 0 22026 2402987

Supplierinvoices typically mature in 101 days.

25. Other financial liabilities

(CZK'000) 31Dec 2013 31 Dec 2012
Long-term other financial liabilities 157 756 243014
Financial derivative instruments 50661 71145
Other 107 095 171869
Short-term other financial liabilities 303779 508724
Financial derivative instruments 139240 28954
Other 164539 479770
Total other financial liabilities 461 535 751738

“Other” primarily includes a liability arising from supplier loans divided into a short-term and long-term portion.

26. Other liabilities

(CZK*'000) 31 Dec 2013 31 Dec 2012
Other long-term liabilities 462944 367 746
Received prepayments 1224 40205
Payables to employees 290856 370052
Social security and health insurance payables 116313 118143
Other 126 251 136258
Total short-term liabilities 534 644 664 658
Total other liabilities 997 588 1032404

Theline item‘Other long-term liabilities’ primarily includes deferred leaseback gains. The line item ‘Other’ predominantly includes payables arising from VAT and deferred leaseback gains.

The Company records no liabilities past their due dates to taxation authorities, social security institutions and health insurers.
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27.Related party transactions

27.1. INCOME GENERATED WITH RELATED PARTIES

2013 Sale of Sale of Sale of Other Financial

(CZK'000) tangibleFA inventory  services income income Total
Ceské drahy, a.s. 64 208 22679 1786 0 24737
CD - Telematika, a.s. 0 0 130 0 0 130
CD - Informacni Systémy, a.s. 0 0 0 0 0 0
DPOV, a.s. 0 0 4578 308 0 4886
CDTravel, s.r.o. 0 0 0 0 0 0
Dopravni vzdélavaciinstitut, a.s. 0 0 0 0 0 0
Vyzkumny Ustav Zelezni¢ni, a.s. 0 0 10213 0 0 10213
RAILREKLAM, spol.sr.o. 0 0 0 0 0 0
Jidelni a lGzkové vozy, a.s. 0 0 0 0 0 0
Smichov Station Development, a.s. 0 0 0 0 0 0
Zizkov Station Development, a.s. 0 0 0 0 0 0
Masaryk Station Development, a.s. 0 0 0 0 0 0
Centrum Hole3ovice, a.s. 0 0 0 0 0 0
CD Generalvertretung GmbH 0 0 243174 0 2315 245489
CD Generalvertretung Wien GmbH 0 0 236 0 1 237
Koleje Czeskie Sp. zo.0. 975937 5174 115926 0 7344 1104381
Generalne zastdpenie 0 0 8575 0 2 8577
CD Cargo, s.r.0.

CD Logistics, a.s. 0 0 545598 0 316 545914
CD-DUSS Terminal, a.s. 0 0 19 0 0 19
Terminal Brno, a.s. 0 0 337 0 0 337
RAILLEX, a.s. 0 0 55556 3 351 55910
BOHEMIAKOMBI, spol. sr.o. 0 0 13487 0 91 13578
Ostravska dopravni 0 0 149563 0 1722 151285
spolecnost, a.s.

Total 976 001 5382 1170071 2097 12142 2165693

2012 Sale of Sale of Sale of Other Financial

(CZK'000) tangible FA inventory  services income income Total
Ceské drahy, a.s. 0 370 23987 4914 0 29271
CD-Telematika, a.s. 0 0 175 0 0 175
CD - Informacni Systémy, a.s. 0 0 0 0 0 0
DPOV, a.s. 0 75 16623 379 0 17077
CDTravel, s.r.o. 0 0 0 0 0 0
Dopravnivzdélavaciinstitut, a.s. 0 0 0 0 0 0
Vyzkumny Ustav Zelezni¢ni, a.s. 0 0 4725 0 0 4725
JidelnialGzkové vozy, a.s. 0 0 0 0 0 0
Smichov Station Development, a.s. 0 0 0 0 0 0
Zizkov Station Development, a.s. 0 0 0 0 0 0
Masaryk Station Development, a.s. 0 0 0 0 0 0
Centrum HoleSovice, a.s. 0 0 0 0 0 0
CD Generalvertretung GmbH 0 0 248414 0 1809 250223
CD Generalvertretung Wien GmbH 0 0 22 0 0 22
Koleje Czeskie Sp.z0.0. 0 0 125285 0 1059 126344
Generalne zast(penie 0 0 669 0 0 669
CD Cargo, s.r.o.

CD Logistics, a.s. 0 0 575601 34 338 575973
CD-DUSS Terminal, a.s. 0 0 189 0 0 189
Terminal Brno, a.s. 0 2 285 0 0 287
RAILLEX, a.s. 0 0 41172 2 134 41308
BOHEMIAKOMBI, spol.sr.o. 0 0 12336 0 32 12368
Ostravska dopravni 0 0 288492 97 2469 291058

spolecnost, a.s.

Total 0 447 1337975 5426 5841 1349689
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27.2. PURCHASES FROM RELATED PARTIES

2013 Other

(CZK'000) Assets Material Services  expenses Total
Ceské drahy, a.s. 10896 667754 1280381 8907 1967938
CD-Telematika, a.s. 96 813 15816 7 16732
CD - Informacni Systémy, a.s. 41074 1321 100253 0 142648
DPOV, a.s. 103381 870 17118 0 121369
CDTravel, s.r.o. 0 0 13955 0 13955
Dopravnivzdélavaciinstitut, a.s. 0 2 16202 0 16204
Vyzkumny Ustav Zelezni¢ni, a.s. 0 0 0 0 0
RAILREKLAM, spol. sr.0. 0 0 5230 0 5230
Jidelnia ldzkové vozy, a.s. 0 0 1146 0 1146
Smichov Station Development, a.s. 0 0 0 0 0
Zizkov Station Development, a.s. 0 0 0 0 0
Masaryk Station Development, a.s. 0 0 0 0 0
Centrum HoleSovice, a.s. 0 0 0 0 0
CD Generalvertretung GmbH 0 0 14471 0 14471
CD Generalvertretung Wien GmbH 0 0 66 0 66
Koleje Czeskie Sp. zo.0. 0 5174 93887 0 99061
Generalne zasttpenie CD Cargo, s.r.0. 0 0 977 0 977
CD Logistics, a.s. 0 0 5568 0 5568
CD-DUSS Terminal, a.s. 0 0 0 0 0
Terminal Brno, a.s. 0 0 13113 0 13113
RAILLEX, a.s. 0 0 890 112 1002
BOHEMIAKOMBI, spol. sr.o. 0 0 0 0 0
Ostravska dopravni spolecnost, a.s. 0 0 44073 0 44073
Total 155447 675934 1623146 9026 2463553

2012

(CZK'000) Assets
CD-Telematika, a.s. 84038
CD - Informacni Systémy, a.s. 33722
Vyzkumny Ustav Zeleznicni, a.s. 210
DPOV, a.s. 94 809
(D, as. 416
CD Generalvertretung GmbH 0
CD Generalvertretung Wien GmbH 0
Koleje Czeskie Sp. z0.0. 310
Generalne zastdpenie CD Cargo, s.r.0. 0
CD Logistics, a.s. 0
CD-DUSS Terminal, a.s. 0
Terminal Brno, a.s. 0
RAILLEX, a.s. 0
BOHEMIAKOMBI, spol. sr.o. 0
Ostravska dopravni spolecnost, a.s. 0
Smichov Station Development, a.s. 0
Zizkov Station Development, a.s. 0
Centrum Hole3ovice, a.s. 0
Dopravni vzdélavaciinstitut, a.s. 0
CDTravel, s.r.0. 0
JLV, a.s. 0
Masaryk Station Development, a.s. 0
Total 213505

Material

190
1761

0

72
693018
0

0
695 684

Services
17505
104 940
30
26830
1420541
43657
8982
215475
41334
16 557
0

8947

18614
25343
1543

0
2000043

Other

expenses

0
0
0
0
16660
0

o o o o o o

156

o o o o o o

v

0
16 821

15

Total
101733
140423

240
121711
2130635
43657

8982

215785
41334
17200

0
8947
156

49745

18614
25348
1543

0
2926053
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27.3. PURCHASES AND SALES OF FIXED ASSETS AND FINANCIAL
ASSETS WITH RELATED PARTIES

Sales

In the year ended 31 December 2013, the Company sold tangible fixed assets to
Ceské drahy, a.s. in the amount of CZK 64 thousand and to Koleje Czeskie, Sp. z 0. 0. in the
amount of CZK 975,937 thousand.

In the year ended 31 December 2012, the Company recorded no sales of intangible, tangible or
financial assets of related parties.

Purchases

Purchases Intangible Property, plant Intangible Property, plant
(CZK'000) assets and equipment assets and equipment

2013 2013 2012 2012
(D, as. 118 17650 406 10
CD-Telematika a. s. 0 96 0 84038
CD- Informagni Systémy, a.s. 41074 0 33722 0
Vyzkumny Ustav Zeleznicni, a.s. 0 0 0 210
DPOV, a.s. 0 103 381 0 94 809
Koleje Czeskie Sp.zo.0. 0 0 0 310
Total 41192 121127 34128 179377

Purchases of fixed assets from DPOV, a.s. include purchases of railway vehicles components —
performance of significant periodical repairs.

27.4. OUTSTANDING TRADE BALANCES AT THE END OF THE REPORTING PERIOD

31 December 2013 (CZK'000) Receivables Payables
Ceské drahy, a.s. 6130 266 069
CD - Telematika, a.s. 18 6631
CD - Informagni Systémy, a.s. 0 59753
DPOV, a.s. 1586 42595
CD travel, s.r.0. 0 2993
Dopravnivzdélavaci institut, a.s. 0 2028
Vyzkumny Ustav Zeleznicni, a.s. 1959 0
RAILREKLAM, spol.sr.o. 0 0
Jidelnia ldZkové vozy, a.s. 0 104
Smichov Station Development, a.s. 0 0
Zizkov Station Development, a.s. 0 0
Masaryk Station Development, a.s. 0 0
Centrum HoleSovice, a.s. 0 0
CD Generalvertretung GmbH 31984 3032
CD Generalvertretung Wien GmbH 230 0
Koleje Czeskie Sp.z0.0. 285907 1851
Generalne zasttpenie CD Cargo, s.r.0. 7903 275

CD Logistics, a.s. 103448 513
CD-DUSS Terminal, a.s. 12 0
Terminal Brno, a.s. 25 375
RAILLEX, a.s. 3622 120
BOHEMIAKOMBI, spol. sr.o. 1713 0
Ostravska dopravni spole¢nost, a.s. 10087 5457
Total 454624 391796
31 December 2012 (CZK'000) Receivables Payables
Ceské drahy, a.s. 8894 301081
CD - Telematika, a.s. 91 6323
CD - Informacni Systémy, a.s. 0 51239
DPOV, a.s. 15997 58432
CD travel, s.r.o. 0 3081
Dopravnivzdélavaciinstitut, a.s. 0 2457
Vyzkumny Ustav Zeleznicni, a.s. 1272 0
RAILREKLAM, spol. sr.0. 0 0
Jidelnia l0Zkové vozy, a.s. 0 185
Smichov Station Development, a.s. 0 0
Zizkov Station Development, a.s. 0 0
Masaryk Station Development, a.s. 0 0
Centrum HoleSovice, a.s. 0 0
CD Generalvertretung GmbH 17 350 37969
CD Generalvertretung Wien GmbH 2 7190
Koleje Czeskie Sp. z0.0. 28906 11653
Generalne zastupenie CD Cargo, s.1.0. 73 11032
CD Logistics, a.s. 87089 4371
CD-DUSS Terminal, a.s. 0 0
Terminal Brno, a.s. 78 957
RAILLEX, a.s. 5039 0
BOHEMIAKOMBI, spol.sr.o. 1131 0
Ostravska dopravni spole¢nost, a.s. 27 305 8316
Total 193 227 504 286

Related party transactions were conducted on an arm’s length basis reflecting the amount
of purchased goods and relationships between parties.

Outstanding balances are not collateralised and are paid in cash. No guarantees were received
or provided. Inthe reporting period and prior reporting periods, the Company reported no ex-
penses relating to bad or doubtful receivables from related parties.

27.5. LOANS TO RELATED PARTIES

Inthe past, CD Cargo, a.s. concluded a loan contract and contract for the sale of a railway siding
with RAILLEX, a.s. (in which CD Cargo holds 50%). The below table shows the current balance
of outstanding receivables.
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m Balance at 31 December 2013

LOAN (CZK'000) Long-term part of the loan Short-term part of the loan

Principal 2400 4800 7200
Interest 36 216 252
Total 2436 5016 7452
Sale of the Long-term part of the loan Short-term part of the loan Total
railway siding

Principal 0 3096 3096
Interest 0 116 116
Total 0 3212 3212

m Balance at 31 December 2012

LOAN (CZK'000) Long-term part of the loan Short-term part of the loan

Principal 7200 4800 12000
Interest 252 409 661
Total 7452 5209 12661
Sale of the Long-term part of the loan Short-term part of the loan Total
railway siding

Principal 3095 3095 6190
Interest 116 271 387
Total 3211 3366 6577

27.6. BONUSES TO KEY MANAGEMENT MEMBERS
Directors and other members of key management received the following bonuses in the report-
ing period:

(CZK'000) 2013 2012
Short-term employee benefits 9855 19054
Total 9855 19 054

Members of the statutory, supervisory and initiative bodies were not provided with discounted
fares.

Management of the Company has the possibility to use remuneration in the form of the use of
Company cars for private purposes.

27.7.RELATIONSHIPS WITH SZDC

The costs incurred in relation to Sprava Zelezni¢ni dopravni cesty, s.0. predominantly include
thefees for the allocation of capacity and use of the railway route in the years ended 31 Decem-
ber 2012 and 2013. The costs for the years ended 31 December 2012 and 2013 are disclosed in
Note 7.

Theincome of the Company predominantly includes compensation for increased costs incurred
as a result of traffic closures. The income for the years ended 31 December 2012 and 2013 is
disclosed in Note 6.

The Company is conducting a legal dispute with Sprava zelezni¢ni dopravni cesty, s.0. regarding
the price of the purchased traction electricity during the 2009 reporting period. This dispute
was not finalised as of the 2013 financial statements date.

In addition, the Company is conducting a legal dispute with Sprava Zelezni¢ni dopravni cesty,
s.0.on the method of settlement arising from the damages due to traffic closures of SZDC, s.o.
This dispute was not finalised as of the 2013 financial statements date.

Expenses and income resulting from the transactions conducted with SZDC for the years ended
31 December 2012 and 2013 were as follows:

31 Dec 2013 (CZK'000) Expenses Income
Operation of the railway route 3106 0
Use of railway route and allocated capacity of the railway route 1800251 0
Other 63440 22764
Total 1866 797 22764
31 Dec 2012 (CZK'000) Expenses Income
Operation of the railway route 53740 0
Use of railway route and allocated capacity of the railway route 2219052 0
Other 44069 60435
Total 2316 861 60435

Given the above activities, the Company records receivables from and payables to SZDC:

(CZK'000) 31 Dec 2013 31 Dec 2012
Receivables 17330 29363
Payables 546 940 439769
Prepayments made 1494 12626
Estimated payables 6220 14779
Estimated receivables 2290 3274

27.8. TRANSACTIONS WITH THE CEZ GROUP

The costs incurred in relation to the CEZ Group in the years ended 31 December 2012 and 2013
primarily include the payments for electricity and amounted to CZK 47,413 thousand and CZK
8,291 thousand as of 31 December 2012 and 2013, respectively.

The income generated by the Company primarily includes the sales of freight transportation.
The income generated from transactions with the CEZ Group amounted to CZK 1,334,811 thou-
sand and CZK 747,829 thousand as of 31 December 2012 and 2013, respectively.

Given the above activities, the Company records the following receivables from and payables
to the CEZ Group:

(CZK'000) 31 Dec 2013 31 Dec 2012
Receivables 64765 193595
Payables 167 1208
Prepayments made 1897 0
Received Prepayments 142 0
Estimated payables 1374 2081
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28. Cash and cash equivalents

For cash flow statement purposes, cash and cash equivalents include cash on hand, cash at
bank and investments in the money market instruments after reflecting negative balances on
overdraft accounts. Cash and cash equivalents at the end of the reporting period reported in
the cash flows statement can be reconciled to the relevant items in the statement of financial
position as follows:

(CZK'000) 31 Dec 2013 31 Dec 2012
Cashon hand and cash in transit 1584 1914
Cash at bank 438990 156151
Cash on the cash-pooling account 380 0
Total 440954 158 065

29. Contracts for operating leases

29.1. THE COMPANY AS A LESSEE

Assets under operating leases which are reported off balance sheet as of 31 December 2013
and 2012 amount to CZK 38,829 thousand and CZK 36,854 thousand, respectively. Assets in-
clude the leased computer technology (end equipment - desktops, laptops) concluded with
CD - Informacni systémy, a.s. Payments recognised in expenses in the years ended 31 December
2013 and 2012 amounted to CZK 10,749 thousand and CZK 9,521 thousand, respectively.

The Company as a lessee has not concluded any irrevocable lease contracts, contingent lease
contracts or onerous contracts.

29.2. THE COMPANY AS A LESSOR
Operating leases applies to the lease of traction vehicles, wagons and cisterns owned by the
Company with various lease periods.

Income from operating leases of movable assets in 2013 amounts to CZK 304,304 thousand
(2012: CZK 514,173 thousand).

The Company as a lessor concluded no irrevocable contracts for operating leases.

30. Contractual obligations relating to expenses

As of the balance sheet date, the Company concluded contracts for the purchase of fixed assets
in the amount of CZK 2,216,153 thousand, of which CZK 630,743 thousand relates to supplies
agreed for 2014 and CZK 938,846 thousand relates to supplies agreed for the following years.
The remaining amount of CZK 646,564 thousand was paid as of 31 December 2013. A signifi-
cant part of the obligations relating to expenses (CZK 1,456,402 thousand) include investments
in railway vehicles.

31. Contingent liabilities and contingent assets

31.1. BANK GUARANTEES ISSUED
Bank guarantees as of 31 December 2013 issued by Komercnibanka, a.s. from the liability limit
of CZK 50 million.

m List of active bank guarantees provided by €D Cargo, a. s. as of 31 December 2013

Type of Reason for the issuance

In favour of guarantee Amount Currency until of a bank guarantee

Bank guarantee for the fulfil-

Westlnvest Waterfront ment of all liabilities and obli-

Towers, s.r.o., Lease gations of the Lessee arising
Jankovcova 1569/2¢, guarantee 227,267 EUR 1305ept 2014 | ¢rom the Lease Contract with
17000 Prague 7, HoleSovice, WestlInvest Waterfront

Corporate ID 26178338 Towers s.r.0. - Lighthouse.

Bank guaranteein the event

HYPARKOS, s.r.0., that CD Cargo does not comply
Skrétova 490/12, Lease with the obligations stipulated
12000 Prague 2, guarantee 16,517,056 CZK 130June 2013 | the Contract for the Lease of

Buildings and Land in the Logis-

Corporate ID 27626130
tics Centre in Lovosice.

31.2. BANK GUARANTEES RECEIVED

m List of active bank guarantees received by €D Cargo, a.s.
as of 31 December 2013

Reason for the

Bank guarantee Guarantee issuance of
received from provider Amount Currency Until  abank guarantee
Bank guarantees

arising from contract

SKODA ’ for work no.
TRANSIiO:]!)Tg;Ieggl; ;3.5., - $7/03/018/08/SML
corporatell , omereni 179,550,000 CZK | 31Dec2013 dated11December
with its registered banka, a.s. 2008 for the "Moder-
ogﬁcggt Forvska 2922/32, nisation of locomoti-
30100 Plzei ves from 163 series to

363 series" project.
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32. Financial instruments

32.1. CAPITAL RISK MANAGEMENT
The Company manages its capital to ensure that it is able to continue as a going concern while
optimising the debt and equity balance.

The capital structure of the Company consists of net debt (borrowings offset by cash and bank
balances) and equity of the Company (comprising share capital, funds, and retained earnings).

The Company is not subject to any externally imposed capital requirements.

The Board of Directors and the Supervisory Board are regularly informed about the development
of debt. Any additional debt is subject to approval by the Company's statutory bodies, ie the
Board of Directors and the Supervisory Board.

32.2. SIGNIFICANT ACCOUNTING POLICIES

Details of the significant accounting policies and methods adopted for each class of financial
asset, financial liability and equity instrument are disclosed in Note 2.

32.3. CATEGORIES OF FINANCIAL INSTRUMENTS

Financial assets (CZK'000) 31 Dec 2013 31 Dec 2012
Cash and bank accounts 440573 158065
Financial derivative instruments 12063 17523
Loans and receivables 1907118 1847611
Total 2359754 2023199
Financial liabilities (CZK'000) 31Dec 2013 31 Dec 2012
Financial derivative instruments 189901 100098
Trade payables, finance leases measured at amortised cost 8295986 9306135
Total 8485 887 9406 233

Income from individual categories of financial assets is as follows:

Category of financial assets (CZK'000) 2013 2012 Reported in the income statement line
Interest on cash in bank accounts 875 1775 other gains
Total 875 1775

Impairment losses on financial assets are presented in the Notes ‘Trade receivables’ (Note 18)
and'Other financial assets' (Note 19). No impairment was noted in respect of any other class
of financial assets.

32.4. FINANCIAL RISK MANAGEMENT OBJECTIVES

The Treasury function provides services to the Company, monitors and manages the financial
risks relating to the operations of the Company. Financial risks include market risk (including
currency risk, interest rate risk and commodity risk), credit risk and liquidity risk.

32.5. CURRENCY RISK MANAGEMENT

The Company undertakes transactions denominated in foreign currencies; consequently expo-
sures to exchange rate fluctuations arise. These transactions predominantly include income
from international transportation of goods and provision of services.

The carrying amounts of the Company's foreign currency denominated monetary assets and
monetary liabilities at the end of the reporting period are as follows:

31 Dec 2013 (CZK'000) EUR usD Other Total
Financial assets 1519211 2440 34 1521685
Financial liabilities 537556 0 1647 539203
31 Dec 2012 (CZK'000) EUR usD Other Total
Financial assets 899823 0 145 899968
Financial liabilities 371583 0 1696 373279

32.5.1. Foreign Currency Sensitivity Analysis
The exposure to currency risks is measured by a sensitivity analysis. The Company is exposed to
the currency risk due to:

B Changesin the value of unhedged cash items denominated in foreign currencies; and
m Changes in the fair value of concluded financial derivatives.

The following table shows the impact that the strengthening of the Czech currency by one
crown in respect of the relevant foreign currencies would have on the profit and other compre-
hensive income. A positive number indicates an increase in the profit and other comprehensive
income:

(CZK'000) 2013 2012
Translation of unhedged items denominated in foreign 0 0
currencies at the end of the period

Change in the fair value of derivatives at the end of the period 0 0
Total impact on the profit for the period 0 0
Change in the fair value of derivatives at the end of the period 99995 33024
Total impact on other comprehensive income 99 995 33024

32.5.2. Currency Forwards

Inaccording with its principles, the Company concludes currency forwards and options to cover
received payments denominated in foreign currencies.

The table presents foreign currency forwards and options for the sale of foreign currency as of:

m Foreign currency forwards

Sale Average foreign Foreign Nominal

(@4 Q00)] currency rate currency value Fair value
31Dec 2013 26.066 EUR 86 000 -117 642
31 Dec 2012 25.626 EUR 23000 12560
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m Foreign currency options - collar

Sale Average foreign Foreign Nominal

(CZK'000) currency rate currency value Fair value
31Dec2013 26.45-27.25 EUR 24000 -8603
31 Dec 2012 25.17-26.20 EUR 12000 3123

The Company concluded no outstanding foreign currency forwards and options for the purchase
of a foreign currency in the years ended 31 December 2012 and 2013.

32.6. INTEREST RATE RISK MANAGEMENT

The Company is exposed to the risk of interest rate changes because it borrows funds at both
fixed and floating interest rates. The Company manages the interest rate risk by maintaining
an appropriate mix between fixed and floating rate financing.

Concurrently, the Company concludes interest rate swap contracts in order to hedge future
cash flows resulting from loans and borrowings with variable rates. The hedging is regularly as-
sessed to align the opinions on the development of interest rates with the defined level of ac-
ceptable risk. This treatment provides for the application of the economically most effective
hedging strategies.

32.6.1. Interest Rate Sensitivity Analysis
The exposure to changes in interest rates is measured by the sensitivity analysis. The Company
is exposed to the interest rate risk due to:

m Changes in interest expenses from loans and lease with a variable rate;

m Changes in the present value of long-term provisions resulting from the change in the dis-
count rate; and

m Change in the fair value of concluded financial derivatives.

Thefollowing table shows the impact that an increase in interest rates of 200 basis points would
have on the profit and other comprehensive income. A positive value indicates the increase in
the profit and other comprehensive income, a negative value indicates the decrease in the profit
and other comprehensive income:

(CZK'000) plo ks 2012
Interest from loans and lease with variable rate for the period 1295 2569
Change in the present value of long-term provisions at

the end of the period 7687 8075
Change in the fair value of derivatives at the end of the period 45161 67982
Total impact on the profit for the period 54143 78626
Change in the fair value of derivatives at the end of the period 32656 39598
Total impact on other comprehensive income 32656 39598

32.6.2. Interest Rate Swap Contracts

Based on interest rate swap contracts, the Group agrees to exchange the difference between
fixed and floating rate interest amounts calculated on agreed notional principal amounts. Such
contracts enable the Group to eliminate the risk of changing cash flows on the issued variable
rate debt. The fair value of interest rate swaps at the end of the reporting period is determined
by discounting the future cash flows. The discount rate is determined using the curves at the
end of the reporting period and the credit risk inherent in the contract. The following table
shows the fairvalue of interest rate swaps. The average interest rate is based on the outstanding
balances at the end of the reporting period.

The following table details the terms of interest rate swap contracts outstanding at the end of
the reporting period.

m RS

31Dec 2013
Less than 1 year
1to5years
Syearsand more

Total

31 Dec 2012
Less than 1 year
1to5years
5years and more

Total

Average contracted
fixed interest rate

3.265%
3.265%

3.265%

Average contracted
fixed interest rate

3.265%
3.265%
3.265%

= Hedging of the Bonds Rate

31 Dec 2013
Less than 1 year
1to5years
Syears and more

Total

31 Dec 2012
Less than 1 year
1to5years
Syears and more

Total

Average contracted

fixed interest rate
2.94%
2.94%

Average contracted

fixed interest rate
2.94%
2.94%

32.6.3. Interest Rate Options

In 2011, the Company concluded hedging of interest rates in three lease transactions with va-
riable interest rate. The hedging took the form of a collar, in three individual tranches. The hed-

Principal

102391
318920
201282

Principal
677979
1432545
477901

Principal
1000000
1000000

Principal
1000000
1000000

ging is effective from 2013 to 2019. These are trading derivatives.

Less than 1 year
1to5years
Syearsand more

Total

Principal

in CZK

Hedged range thousand
1.13%-3.13% 85818
1.13%-3.13% 402 585
1.13%-3.13% 117458

Fair value of assets

(liabilities) in CZK thou-
sand at 31 Dec 2013

-2585
3242
662
1319

Fair value of assets (liabi-
lities) in CZK thousand

-14847
22853

1636
-39336

Fair value of assets (liabi-
lities) in CZK thousand

-14595
-34665
-8055

=7/ 215

Fair value of assets (liabi-
lities) in CZK thousand

-11721

-10014

-21735

Fair value of assets (liabi-
lities) in CZK thousand

-10387
-21024

-31411

Fair value of assets
(liabilities) in CZK thou-
sand at 31 Dec 2012

-3971
-6 282
31
-10222
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The Company will settle the difference between the fixed and variable interest rate on a net
basis. Exchanges of payments under interest rate swaps and payments of the interest on loans
are concurrent and the amount accumulated in equity is reclassified to the profit or loss in the
period in which variable interest rates from the loan impact the profit or loss.

32.7. COMMODITY RISK MANAGEMENT

The Company is exposed to the risk of changes in the price of commaodities, as the use of com-
modities, specifically oil and electricity, is a significant cost item of the Company. The Company
manages this risk using a combination of several instruments as follows:

m Conclusion of hedging derivatives for oil purchase;
m The risk arising from the purchase of electricity is eliminated by the purchase of the annual
consumption for a fixed price.

32.7.1. Analysis of Sensitivity to Changes in Commaodity Prices
The exposure to the change in the price of commodities is measured by the sensitivity analysis.
The Company is exposed to the risk of changes in prices of commaodities due to:

m Change in the fair value of concluded financial derivatives; and
m Changes in prices of purchases of unhedged use of commodities.

Thefollowing table shows theimpact thatan increase in the oil price of 10% would have on the
profitand other comprehensive income. A positive value indicates the increase in the profit and
other comprehensive income, a negative value indicates a decrease in the profit and other com-
prehensive income:

(CZK'000) 2013 2012
Costs of oil consumption for the period 517916 574238
Change in the fair value of derivatives at the end of the period 0 0
Total impact on the profit for the period 0 0
Change in the fair value of derivatives at the end of the period 13472 12158
Total impact on other comprehensive income 13472 12158

32.7.2. Commodity Derivatives
The Company used a commodity swap to hedge the price of oil.

The table shows outstanding commodity contracts for the purchase of oil as of 31 Decem-
ber 2013:

Volume of Fair value
Purchase of oil Hedged value (USD/mt) contracts (mt) (CZK thousand)
31Dec 2013 17637.17 7200 8159
31Dec 2012 17 348.62 6900 691

32.8. CREDIT RISK MANAGEMENT
Credit risk refers to the risk that a counterparty will default on its contractual obligations re-
sulting in a financial loss to the Company.

The Company seeks to trade only with creditworthy counterparties whom the Company re-
views on an ongoing basis using publicly available information and internal data. The Com-
pany's exposure and credit ratings of its counterparties are continuously monitored.

The credit risk on liquid funds and derivative financial instruments is limited because the coun-
terparties are banks with high credit-ratings assigned (the investment grade is required).

The carrying amount of financial assets recognised in the financial statements on a net basis,
which is net of impairment losses, represents the Company’s maximum exposure to credit risk.

32.9. LIQUIDITY RISK MANAGEMENT
The liquidity risk in the Company is managed in respect of the permanent provision of the suf-
ficient volume of available funds necessary for the settlement of financial liabilities.

On a daily basis, the Company assesses the available funds and cash flows and liquidity devel-
opment. Pursuant to these assessments, the Company decides on an optimal use of operating
financial sources, consisting primarily of overdraft loans and the cash-pool limit. In order to
strengthen its financial stability, the Company increases long-term financial sources on a con-
tinuous basis. In order to further increase the cash flow stability, the Company used a leaseback
for ten modernised 363.5 series traction vehicles in 2013. The Company issued bonds in the ag-
gregate volume of CZK 2.5 billion and has available a bill of exchange programme in the aggre-
gate amount of CZK 1.5 billion which, however, was not used during 2013.

32.9.1. Liquidity and Interest Rate Risk Tables

The following tables detail the Company's remaining contractual maturity for its financial lia-
bilities. The tables have been drawn up based on the undiscounted cash flows of financial lia-
bilities based on the earliest date on which the Company can be required to pay. The tables
include both interest and principal cash flows. To the extent that instruments carry the floating
rate, the undiscounted amount is derived from the interest rate at the end of the reporting pe-
riod. The contractual maturity is based on the earliest date on which the Company may be re-
quired to pay.

31 Dec 2013 Less than 1-3 3 months 1year 5years

(CZK'000) 1 month months to1year S5years and more Total
Non-interest bearing 1191623 821423 238697 156120 1636 2409499
Finance lease 69952 99939 375148 1787596 899111 3231746
liabilities

Variable interest 845242 1102 1085648 1108979 0 3040971
rate instruments

Fixed interest rate 0 0 19668 539416 0 559084
instruments

Total 2106817 922 464 1719161 3592111 900747 9 241 300
31 Dec 2012 Less than 1-3 3 months 1year 5years

(CZK'000) 1 month months to1year Syears and more Total
Non-interest bearing 1093490 1317261 500960 234959 8055 3154725
Finance lease 88316 155422 623745 1610342 917 854 3395679
liabilities

Variable interest 860066 1121 84961 2173066 0 3119214
rate instruments

Fixed interest rate 0 0 19643 556 357 0 576 000
instruments

Total 2041872 1473804 1229309 4574724 925909 10245618
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Thefollowing tables present the Company's expected maturity for its financial assets. The tables
have been drawn up based on the undiscounted residual maturities of financial assets including
the interest received from these assets. The disclosure of the information on financial assets is
necessary for understanding of how the Company manages its liquidity risks as it manages the
liquidity based on net assets and liabilities.

31 Dec 2013 Less than 1-3 3 months 1year 5years

(CZK'000) 1 month months to1year Syears and more Total
Non-interest bearing 2060408 276 200 11603 5106 662 2353979
Fixed interest rate 0 0 0 5775 0 5775
instruments

Total 2060408 276 200 11603 10881 662 2359754
31 Dec 2012 Less than 1-3 3 months 1year 5years

(CZK'000) 1 month months to1year 5years and more Total
Non-interest bearing 1763210 227 487 18519 3211 0 2012427
Fixed interest rate 0 0 0 10772 0 10772
instruments

Total 1763210 227 487 18519 13983 0 2023199

The amounts included above for variable interest rate instruments for both non-derivative fi-
nancial assets and liabilities are subject to change if changes in variable interest rates differ from
those estimates of interest rates determined at the end of the reporting period.

32.9.2. Financing Facilities
The Company has access to the following loan facilities:

(CZK'000) 31 Dec 2013 31 Dec 2012
Cash-pool:

loan facility at 600000

balance at 600000

Overdraft loans:
loan facility at 1200000 1800000
balance at 355309 940 494
Bill of exchange programme:
loan facility at 1500000 1500000

balance at 1500000

32.10. STRATEGY FOR THE COMPANY''S FUNDING IN SUBSEQUENT YEARS

32.10.1. Lease-Back

In 2013, the Company made the second tranche of the lease-back of modernised 363.5 series
traction vehicles. For 2014, the Company is planning to use the lease-back for the funding of
the modernisation of the last 10 locomotives from the 163 series to the 363.5 series.

32.10.2. Operating Bank Loans

In funding its operating needs, CD Cargo uses overdraft loans in the maximum amount of CZK
1.2 billion provided by four banks and the limit of possible drawings as part of the involvement
of the Company in the group cash-pooling in the amount of CZK 600 million. The increase in
competition among the banks allowed the Company to secure lower interest rates. The strati-

fication of the lending to several financing entities results in the risk of the termination of the
funding being sufficiently diversified.

32.10.3. Bill of Exchange Programme
The Company has the possibility to use the approved bill of exchange programme if needed.
This programme is currently not used.

32.10.4. Possibility of a Loan Being Provided by the Parent Company, a.s.

In addition to the cash-pool limit presented as part of operational loans, the Company has ad-
ditionally contracted the possibility of drawing funds of up to CZK 400 million from the parent
company CD, a.s. During the year ended 31 December 2013, this loan was not used.

32.10.5.Bonds

With aview to securing the mid-term and long-term sources of funding to increase the stability
of the Company’s cash flows, the relevant bodies of CD Cargo approved the bond programme
inthe aggregate amount of CZK 6 billion for 10 years. In 2011, three issues were gradually placed
up with the total nominal value of CZK 2 billion. In 2012, another two issues of bonds in the ag-
gregate nominal value of CZK 500 million were placed. This form of funding increases liquidity
and financial stability of the Company.

32.10.6. Lease

Tofulfil the strategic task involving the long-term achievement of the required level of financial
stability and the strengthening of the cash flow, the Company has the objective of arranging
for leases to become an achievable form of long-term funding in 2014.

32.10.7. Summary
The structure of funding above creates a desired framework that allows the Company to main-
tain financial stability with the possibility of flexibly using individual forms as deemed appro-
priate or necessary.

Based on the planned funding structure, the Company will achieve a sufficient volume of avail-
able sources for funding its operating and investment activities with a sufficient reserve for po-
tential unfavourable developments (shortfall in sales, change in the payment discipline,
payment terms, legislative changes, etc).

32.11. FAIR VALUE OF FINANCIAL INSTRUMENTS

32.11.1. Fair Values of Financial Instruments Carried at Amortised Cost

The Company considers that the carrying amounts of financial assets and financial liabilities
recognised at amortised cost in the financial statements approximate their fair values except
forleases and bonds.

The fair value of the lease as of 31 December 2013 amounts to CZK 3,195,650 thousand. The
fair value of leases calculated with the fixed rate is determined by the recalculation according
to the current rate. This up-to-date rate is generated based on the margin of the most recent
lease transactions and market interest rate applicable as of the year-end which is subsequently
used to recalculate the remaining payable of fixed leases.

The fair value of bonds as of 31 December 2013 amounts to CZK 2,476,240 thousand. The fair
value of bonds is recalculated based on the up-to-date issue rate communicated by individual
banks.

32.11.2. Valuation Techniques Applied for the Purposes of Measuring Fair Value
The fair values of financial assets and financial liabilities are determined as follows:

m Thefairvalues of financial assets and financial liabilities with standard terms and conditions
and traded on active liquid markets are determined with reference to quoted market prices;
m The fair values of other financial assets and financial liabilities (except for financial deriva-
tives) are determined in accordance with generally accepted pricing models based on dis-
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counted cash flow analysis using prices from observable current market transactions, dealer
quotes for similar instruments; and

m The fair values of financial derivatives are calculated using quoted prices. If these prices are
not available, linear derivatives are measured using discounted cash flows by means of
quoted foreign exchange currency rates, quoted prices of commodities and an appropriate
yield curve corresponding to the validity of contracts. An option valuation model is used for
derivatives that include an option.

32.11.3. Fair Value Measurements Recognised in the Statement of Financial Position
Financial instruments measured at fair value are grouped into Levels 1 to 3 based on the degree
to which the fair value is observable:

m Level 1fairvalue measurements are those derived from quoted prices (unadjusted) in active
markets for identical assets or liabilities;

m Level 2 fair value measurements are those derived from inputs other than quoted prices in-
cluded within Level 1 that are observable for the asset or liability, either directly (i.e. as prices)
orindirectly (i.e. derived from prices); and

m Level 3 fair value measurements are those derived from valuation techniques that include
inputs for the asset or liability that are not based on observable market data (unobservable
inputs).

Allfinancial instruments measured at fair value recognised by the Company as of 31 December
2013, 31 December 2012 and 31 December 2011 are included in Level 3. Financial assets avail-
able for sale include equity investments the fair value of which cannot be reliably determined
and hence are measured at cost.

m Reconciliation of Level 3 fair value measurements of financial assets and liabilities:

(CZK'000) Reconciliation of Level 3 fair value measurements of financial assets and liabilities:
Balance at 31 December 2011 -34983
Total gains or losses -52884
in profit or loss -43389
in other comprehensive income -9495
Sale/settlement 5291
Balance at 31 December 2012 -82576
Total gains or losses -92335
in profit or loss 21217
in other comprehensive income -113552
Sale/settlement -2928
Balance at 31 December 2013 -177 839

32.11.4. Derivatives - Other Comprehensive Income

(CZK'000) 31.12.2013 31.12.2012
Total other comprehensive income -116 480 -4204
Settlement -2928 5291
Change in thefair value -113552 -9495
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33. Post balance sheet events

Management of the Company decided to sell its equity investment in the subsidiary CD Inter-
port, s.r.o.; the 51 % equity investment was sold on 15 January 2014.

On 4 February 2014, Ceské drahy, a.s., as the sole shareholder of CD Cargo, a.s., acting in
the capacity of the General Meeting, decided to reduce the number of the members of the
Company's Board of Directors to three by way of changing the Articles of Association of
CD Cargo, a.s., which took effect on 17 February 2014 and additionally recalled members of the
Board of Directors, Vaclav Andrysek and Pavel Lamacz, at its meeting. Their memberships on
the Board of Directors expired on 4 February 2014 and 16 February 2014, respectively. In addi-
tion, it appointed Karel Adam a new member of the Board of Directors. His membership com-
menced on 17 February 2014.

On 21 February 2014, Ceské drahy, a.s., as the sole shareholder of CD Cargo, a.s., acting in the
capacity of the General Meeting, decided to recall members of the Supervisory Board of
CD Cargo, a.s., Dalibor Zeleny and Zdenék Zemlicka, at its meeting. Their memberships on the
Supervisory Board expired on 21 February 2014. Another point on the meeting's agenda was
the election of Daniel Kurucz and Michal Zdének as members of the Supervisory Board of
CD Cargo, a.s. with effect from 22 February 2014.

On 11 March 2014, Ceské drahy, a.s., as the sole shareholder of CD Cargo, a.s., acting in the
capacity of the General Meeting, decided to increase the number of the members of the
Company's Supervisory Board to seven by way of changing the Articles of Association of
CD Cargo, a.s., which took effect on 15 March 2014 and additionally recalled members of the
Supervisory Board, Miroslav Zamecnik and Dusan Svoboda, at its meeting. Their memberships
on the Supervisory Board expired on 11 March 2014. Another point on the meeting’s agenda
was the election of Ludvik Urban and Jan Kasal as members of the Supervisory Board of
CD Cargo, a.s. with effect from 12 March 2014 and Pavel Krtek as a member of the Supervisory
Board of CD Cargo, a.s. with effect from 16 March 2014.

34. Approval of the financial statements

The financial statements were approved by the Board of Directors and authorised for issue
on 28 March 2014.
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16 Consolidated Financial Statements (IFRS)

Consolidated Financial Statements for the Year

Ended 31 December 2013

Prepared under IFRS as adopted by the EU

VYROCNI ZPRAVA 2013, CD CARGO, A.S.

m STATEMENT OF FINANCIAL POSITION (BALANCE SHEET) AS OF 31 DECEMBER 2013

(CZK'000)

Property, plant and equipment
Intangible assets
Investments in subsidiaries and associates
Deferred tax asset

Trade receivables

Other financial assets

Other assets

Total non-current assets
Inventories

Trade receivables
Taxreceivables

Other financial assets

Other assets

Cash and cash equivalents
Total current assets
TOTAL ASSETS

Share capital

Reserve and other funds
Accumulated loss

Equity attributable to owners of the Company
Non-controlling interests
Total equity

Loans and borrowings
Deferred tax liability
Provisions

Other financial liabilities
Other liabilities

Total non-current payables
Trade payables

Loans and borrowings

Tax payables

Provisions

Other financial payables
Other payables

Total current payables

TOTAL LIABILITIES

14
15
16
13
18
19
20

17
18
13
19
20
28

21
21

22
13
23
25

26

24
22
13
23
25
26

31Dec 2013

14510283
263585
56445
6190

0

11543
601

18 848 647
110279
1777638
620
36956
296 275
588681
2810449
17 659 096
8494000
157261
-3152117
5500144
39676
5539820
4279025
440442
64100
158 350
462945
5404 862
2063568
2328189
51574
1345906
308945
616232
6714414
17659 096

31 Dec 2012

14 845991
237030
52162
587

3211
10972
434
15150 387
89311
1844048
7079

96 105
85783
239036
2361362
17511749
8494000
224156
-3480555
5237601
32847
5270448
4749073
270149
70070
243014
375591
5707 897
2438820
1645788
9974
1250989
508755
679078
6533404
17511749

1)an 2012
13939197
195870
41380

0

6577
19025
494
14202543
89955
1873776
4009
121126
298149
165552
2552567
16 755110
8494000
229536
-2693013
6030523
27442
6057 965
4353050
89045
65298
479740
381498
5368631
2142403
969 946
6980
706993
753255
748937
5328514
16 755110
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m STATEMENT OF PROFIT OR LOSS FOR THE YEAR ENDED 31 DECEMBER 2013

Year ended Year ended
(CZK'000) 31 Dec 2013 31 Dec 2012
CONTINUING OPERATIONS
Revenue from principal operations 5 13023134 14166628
Other operating income 6 552499 662682
Purchased consumables and services 7 -7 006 859 -8186 565
Employee benefit costs 8 -4 245 665 -4414 367
Depreciation and amortisation 9 -1135360 -1885768
Other operating losses 10 -472131 -664 526
Profit (loss) before interest and tax 715618 -321916
Financial expenses 11 -268 275 -270 366
Other gains (losses) 12 144213 -12628
Share in the profit of associates and joint ventures 16 5581 13463
Profit (loss) before tax 597137 -591 447
Income tax expense 13 -260791 -196 271
Profit (loss) for the period from continuing operations 336 346 -787 718
DISCONTINUED OPERATIONS
Profit (loss) from discontinued operations 0 0
Profit (loss) for the period 336 346 -787 718
Attributable to equity holders of the parent company 329555 -787 542
Attributable to non-controlling interests 6791 -176

m STATEMENT OF COMPREHENSIVE INCOME FOR THE YEAR ENDED 31 DECEMBER 2013

Yearended 31 Dec2013  Year ended 31 Dec 2013

(CZK*'000) CZK thousand CZK thousand
Profit (loss) for the year 336346 -787718
Foreign exchange rate gains or losses from the transfer 7375 -2135
of foreign operations

Cash flow hedging -116 480 -4203
Relating deferred income tax 22131 799
Other comprehensive income (loss) for the year -66 974 -5539
Total comprehensive income (loss) for the year 269372 -793 257
Attributable to equity holders of the parent company 262581 -793081
Attributable to non-controlling interests 6791 -176

16
m CASH FLOW STATEMENT FOR THE YEAR ENDED 31 DECEMBER 2013

Year ended Year ended
(CZK'000) 31Dec 2013 31 Dec 2012
CASH FLOWS FROM OPERATING ACTIVITIES
Profit (loss) for the year before tax 597137 -591 447
Financial expenses 266437 270366
Profit from the sale and disposal of non-current assets -71630 -35660
Depreciation and amortisation of non-current assets 1135359 1885768
Impairment (increase in the value) of non-current assets 186123 -47 369
Impairment of trade receivables 27573 34954
Foreign exchange rate (gains) losses -32962 63809
Other 4192 -12602
Cash flow from operating activities before 2112229 1510819
changes in working capital
Decrease (increase) in trade receivables 102753 -15694
Decrease (increase) in inventories -22 341 -1775
Decrease (increase) in other assets 101053 228979
Increase (decrease) in trade payables 342730 606 304
Increase (decrease) in provisions 88947 548768
Increase (decrease) in other payables -344 877 -650220
Total changes in working capital 268 265 716 362
Cash flows from operating activities 2380494 2227181
Interest paid -256703 -152017
Income tax paid -29384 -21210
Net cash flow from operating activities 2094 407 2053954
CASH FLOWS FROM INVESTMENT ACTIVITIES
Payments for property, plant and equipment -1963663 -2969 643
Proceeds from the sale of property, plant and equipment 60973 14005
Costs of acquisition of intangible assets -71361 -86 490
Received interest 1065 1818
Repayments of loans from related parties 8575 8924
Net cash flows (used in) from investment activities -1964 411 -3031386
CASH FLOWS FROM FINANCING ACTIVITIES
Use of loans and borrowings 3527480 3868522
Repayments of loans and borrowings -3307451 -2817 606
Net cash flow from financing activities 220029 1050916
Net increase in cash and cash equivalents 350025 73484
Cash and cash equivalents at the beginning 239036 165552
of the reporting period
Cash and cash equivalents at the end of the reporting period 589 061 239036
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m STATEMENT OF CHANGES IN EQUITY FOR THE YEAR ENDED 31 DECEMBER 2013

(CZK'000) Share capital

Balance at 31 December 2011 8494000
Share capital change

Derivatives

Deferred tax

Loss for the year

Allocation to the reserve fund

Foreign exchange rate gains or losses from the transfer of foreign operations

Allocation to other funds

Balance at 31 December 2012 8494000
Share capital change

Derivatives

Deferred tax

Profit for the year

Allocation to the reserve fund

Foreign exchange rate gains or losses from the transfer of foreign operations

Use of other funds

Equity attributable

Reserve and Accumulated to equity holders Non-controlling
other funds loss of the parent company interests Total equity
229536 -2693013 6030523 27 442 6057 965
0 5488 5488
-4203 -4203 -4203
799 799 799
-787 542 -787 542 -176 -787718
184 184 93 277
-2135 -2135 -2135
-25 -25 -25
224156 -3480555 5237 601 32847 5270448
0 0
-116 480 -116 480 -116 480
22131 22131 22131
329555 329555 6791 336 346
79 -79 0 0
27375 27375 27375
-38 -38 38 0
157 261 -3151117 5500 144 39676 5539820

Balance at 31 December 2013 8494000

1. General information

1.1. General Information

CD Cargo, a.s. (hereinafter the"Parent Company") was formed following its registration in the
Register of Companies held by the Municipal Courtin Prague, File B, Insert 12844, on 1 Decem-
ber 2007 through the investment of a business part of Ceské drahy a.s.

The Parent Company's registered office is located at Jankovcova 1569/2¢, Prague 7, HoleSovice.

As of 31 December 2013, the Parent Company's reported share capital of CZK 8,494,000 thou-
sand which was fully paid in.

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

The company is the Parent Company of the CD Cargo Group (the ‘Group’). The consolidated fi-
nancial statements have been prepared as of and for the year ended 31 December 2013. The re-
porting period is the calendar year, i.e. from 1 January 2013 to 31 December 2013.

1.2. PRINCIPAL OPERATIONS

The principal activities of the Group include the provision of railway transportation of goods
with a set of relating services. The aim of the Group involves improving its leading position, and
being the driving force, on the freight transportation market both in the Czech Republicand in
the Central European region.

The principal business activity - railway transportation of goods - is structured into two prin-
cipal segments:

m Transportation of complete trains; and
m Transportation of individual wagon loads.

The above segments are structured by the type of transportation as follows:

m local;

m Export;

m Import; and
m 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,
requirements for vehicles, demands for operating technologies or special care of shipments:

m Transportation of solid fuels;

® Transportation of ores, metals and machinery products;
m Transportation of chemical products and liquid fuels;

® Transportation of construction material;

m Transportation of wood and paper;

m Transportation of food and agricultural products;
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m Combined transportation - logistical solutions for transportation of shipments using inter-
modal transportation units, predominantly containers;

m Automotive; and

® Transportation of other non-classified commodities.

In terms of the volume of transportation, the Parent Company is one of the ten most significant
railway companies in Europe and the European Union.

1.3. ORGANISATIONAL STRUCTURE
The organisational structure is composed of divisions directly reporting to the Chairman of the
Board of Directors or divisional directors:

m Sales Director division
m Operations Director division
m Finance Director division

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

Theinternal organisation of the Parent Company (principles of the organisational hierarchy, or-
ganisational structure, principal management system and authorities of organisational struc-
ture units including the responsibility and authority of managers) is determined in the
Organisational Policy of CD Cargo, a.s. and the Signing Authority Rules of CD Cargo, a.s.

1.4. STATUTORY BODIES OF THE PARENT COMPANY

The sole owner of the Parent Company of the CD Cargo Group is Ceské drahy, a.s. which in the
capacity as the sole shareholder acts as the General Meeting, the supreme body of the Parent
Company and the Group. The statutory body of the Group is the five-member Board of Directors,
the supervisory body is the six--member Supervisory Board. The Group established a three-mem-
ber Audit Committee, the members of which were appointed by the sole shareholder.

The composition of Company's Bodies as of 31 December 2013:
Board of Directors

m Chairman Oldfich Mazanek

m MemberVaclav Andrysek

m Member Zdenék Meidl

m Member Pavel Lamacz

m Membervacant as of 31 December 2013

At its meeting held on 30 May 2013, the Board of Directors discussed the written announce-
ment on the resignation of the member, Vlastimil Chobot. His position of the member of the
Board of Directors expired on 31 May 2013. On 24 June 2013, Ceské drahy, a.s., as the sole share-
holder of the Company, acting in the capacity of the General Meeting, appointed Zby3ek
Wactawik a member of the Board of Directors with effect from 24 June 2013.

On 31July 2013, Ceské drahy, a.s., as the sole shareholder of the Company, acting in the capac-
ity of the General Meeting, recalled Petr Zaluda as Chairman of the Board of Directors and ap-
pointed Pavel Lamacz a member of the Board of Directors with effect from 1 August 2013.

Atits meeting held on 1 August 2013, the Board of Directors discussed the written announce-
ment on the resignation of the member, ZbySek Wactawik. His position of the member of the
Board of Directors expired on 1 August 2013.
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On 20 August 2013, Ceské drahy, a.s., as the sole shareholder of the Company, acting in the ca-
pacity of the General Meeting, decided to change the Articles of Association of the Company
which defined that the Board of Directors will newly have five members.

On 20 August 2013, Ceské drahy, a.s., as the sole shareholder of the Company, acting in the ca-
pacity of the General Meeting, appointed Oldfich Mazanek, Vaclav Andrysek, and Zdenék Meid|
members of the Board of Directors with effect from 26 August 2013.

At its meeting held on 26 August 2013, the Board of Directors appointed Oldfich Mazanek
Chairman of the Board of Directors.

At its meeting held on 11 November 2013, the Board of Directors discussed the written an-
nouncement on the resignation of the member of the Board of Directors, Petr May. His position
of the member of the Board of Directors expired on 11 November 2013.

Supervisory Board

Chairman Dalibor Zeleny
Member Zdenék Zemlicka
Member Dusan Svoboda
Member Miroslav Zamecnik
Member Radek Nekola
Member JindFich Nohal

On 20 August 2013, Ceské drahy, a.s., as the sole shareholder of the Company, acting in the ca-
pacity of the General Meeting, recalled Milan Spacek and Zdenék Prosek as members of the Su-
pervisory Board with effect from 25 August 2013. In addition, it appointed Dusan Svoboda,
Dalibor Zeleny and Zdenék Zemlicka members of the Supervisory Board with effect from 26 Au-
qust 2013.

At its meeting held on 18 September 2013, the Supervisory Board appointed Dalibor Zeleny
Chairman of the Supervisory Board.

Administration Board of CD Cargo, a.s.

On 3 September 2013, Ceské drahy, a.s., as the sole shareholder of the Company, acting in the
capacity of the General Meeting, decided to cancel the Administration Board of the Company.
Concurrently, all its members were recalled.

Audit Committee
m Chairman Oldfich VojiF
m Member Miroslav Zamecnik

m Member Libor Joukl

No changes were made in this body during the reporting period.
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1.5. DEFINITION OF THE CONSOLIDATION GROUP

1.5.1. Entities Included in the Consolidation

Name of the entity Registered office Corporate ID Ownership percentage®) Degree of influence
CD Cargo, a.s. Prague 7, Jankovcova 1569/2¢ 28196678 Parent company
CD Generalvertretung GmbH Kaiserstrasse 60, 60329 Frankfurt am Main, Germany DE814191687 100.00 Control
CD - Generalvertretung Wien GmbH RotenturmstraRe 22/24, 1010 Vienna, Austria FN291407s 100.00 Control
Koleje Czeskie Sp. z 0.0. Ul. Grzybowska nr. 4, lok. 3, 00-131 Warsaw, Poland 140769114 100.00 Control
Generalne zastdpenie CD Cargo, s.I.0. Prievozska 4/B, 82109 Bratislava, Slovak Republic 44349793 100.00 Control
Auto Terminal Nymburk, s.r.o. Jankovcova 1569/2¢, 170 00 Prague 7 24234656 100.00 Control
CD Interport, s.1.0. Jankovcova 1569/2¢, 170 00 Prague 7 01484494 51.00 Control
Terminal Brno, a.s. Brno, K terminlu 614/11, 619 00 28295374 66.93 Control
CD-DUSS Termindl, a.s. Lovosice, Lukavecka 1189, 410 02 27316106 51.00 Control
CD Logistics, a.s. Prague 1, Nové Mésto, Opletalova 1284/37,110 00 27906931 56.00 Control
RAILLEX, a.s. Prague 5, Hlubocepy, Trnkovo ndmésti 3/1112, 152 00 27560589 50.00 Significant
BOHEMIAKOMBI,spol. s r.0. Prague 1, Opletalova 6, 110 00 45270589 30.00 Significant
Ostravska dopravni spole¢nost, a.s. Ostrava, Pfivoz, U Tiskarny 616/9, 702 00 60793171 20.00 Significant

Name of the entity Principal activities
CD Generalvertretung GmbH Mediation of services in freight transportation on behalf of and for CD Cargo,a.s.
Koleje Czeskie Sp.zo.0. Mediation of services in freight transportation on behalf of and for CD Cargo, a.s.

CD Generalvertretung Wien GmbH Mediation of services in freight transportation on behalf of and for CD Cargo, a.s. and shipping.

Generalne zatupenie CD Cargo, s.r.0. Mediation of services in freight transportation on behalf of and for CD Cargo, a.s. and shipping.
Terminal Brno, a.s. Operations of the combined transport terminal in Brno.

CD-DUSS Terminal, a.s. Operations of the container terminal in Lovosice.

CD Logistics, a.s. Shipping.

Auto Terminal Nymburk, s.r.o Shipping and technical services in transportation.

CD Interport, s.r.o. Shipping.

RAILLEX, a.s. Cargo handling and technical services in transportation.

BOHEMIAKOMBI, spol. sr.o. Mediation of services in transportation except for the transportation by own vehicles.

Ostravska dopravni spole¢nost, a.s. Railway transportation and lease of locomotives.

The consolidation group is hereinafter referred to as the “Group”.
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2. Significant accounting policies

2.1. GENERAL INFORMATION

The Group prepares the separate financial statements under International Financial Reporting
Standards as adopted by the European Union (IFRS). The separate and consolidated financial
statements under IFRS are prepared on a voluntary basis.

The separate financial statement of CD Cargo, a.s. prepared under Czech Accounting Standards
are the statutory financial statements.

2.2. STATEMENT OF COMPLIANCE
The consolidated financial statements have been prepared in accordance with International Fi-
nancial Reporting Standards (IFRS) as adopted by the European Union.

2.3. BASIS OF PREPARATION

The consolidated financial statements have been prepared on a historical cost basis except for
the revaluation of certain financial instruments. Historical cost is generally based on the fair
value of the consideration given in exchange for assets.

2.4.BASIS OF CONSOLIDATION

The consolidated financial statements incorporate the financial statements of the Parent Com-
pany and entities controlled by the Company (its subsidiaries). Control is achieved where the
Parent Company has the power to govern the financial and operating policies of an entity so as
to obtain benefits from its activities.

The results of subsidiaries acquired or disposed of during the year are included in the consoli-
dated statement of comprehensive income from the effective date of acquisition and up to the
effective date of disposal, as appropriate. The total comprehensive income is allocated to own-
ers of the Company and non-controlling interests even if the result is a negative balance of non-
controlling interests.

Where necessary, adjustments are made to the financial statements of subsidiaries to bring
theiraccounting policies into line with those used by other members of the Group.

All intra-group transactions, balances, income and expenses are eliminated in full on consoli-
dation.

2.5.BUSINESS COMBINATIONS

Acquisitions of businesses are accounted for using the acquisition method. The consideration
transferred in a business combination is measured at fair value, which is calculated as the sum
of the acquisition-date fair values of the assets transferred by the Group, liabilities incurred by
the Group to the former owners of the acquiree and the equity interests issued by the Group in
exchange for control of the acquiree. Acquisition-related costs are generally recognised in profit
orlossasincurred.

At the acquisition date, the identifiable assets acquired and the liabilities assumed are recog-
nised at their fair value, except that:

m Deferred tax assets or liabilities, and assets or liabilities related to employee benefit arrange-
ments are recognised and measured in accordance with IAS 12 Income Taxes and IAS 19 Em-
ployee Benefits respectively;

m Liabilities or equity instruments related to share-based payment arrangements of the ac-
quiree or share-based payment arrangements of the Group entered into to replace share-
based payment arrangements of the acquiree are measured in accordance with IFRS 2
Share-based Payment at the acquisition date; and

m Assets (or disposal groups) that are classified as held for sale in accordance with IFRS 5 Non-
current Assets Held for Sale and Discontinued Operations are measured in accordance with
that Standard.
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Goodwill is measured as the excess of the sum of the consideration transferred, the amount of
any non-controlling interests in the acquiree, and the fair value of the acquirer’s previously held
equity interest in the acquiree (if any) over the net of the acquisition-date amounts of the iden-
tifiable assets acquired and the liabilities assumed. If, after reassessment, the net of the acqui-
sition-date amounts of the identifiable assets acquired and liabilities assumed exceeds the sum
of the consideration transferred, the amount of any non-controlling interests in the acquiree
and thefairvalue of the acquirer’s previously held interest in the acquiree (if any), the excess is
recognised immediately in profit or loss as a bargain purchase gain.

Non-controlling interests that are present ownership interests of third parties and entitle their
holders to a proportionate share of the entity’s net assets in the event of liquidation may be ini-
tially measured either at fair value or at the non-controlling interests' proportionate share of
the recognised amounts of the acquiree’s identifiable net assets. The choice of measurement
basis is made on a transaction-by-transaction basis. Other types of non-controlling interests
are measured at fair value or, when applicable, on the basis specified in another IFRS.

When the consideration transferred by the Group in a business combination includes assets or
liabilities resulting from a contingent consideration arrangement, the contingent consideration
is measured at its acquisition-date fair value and included as part of the consideration trans-
ferred in a business combination. Changes in the fair value of the contingent consideration that
qualify as measurement period adjustments are adjusted retrospectively, with corresponding
adjustments against goodwill. Measurement period adjustments are adjustments that arise
from additional information obtained during the ‘measurement period’ (which cannot exceed
one year from the acquisition date) about facts and circumstances that existed at the acquisi-
tion date.

The subsequent accounting for changes in the fair value of the contingent consideration that
do not qualify as measurement period adjustments depends on how the contingent consider-
ation s classified. Contingent consideration that is classified as equity is not remeasured at sub-
sequent reporting dates and its subsequent settlement is accounted for within equity.
Contingent consideration that s classified as an asset or a liability is remeasured at subsequent
reporting dates in accordance with IAS 39, or IAS 37 Provisions, Contingent Liabilities and Con-
tingent Assets, as appropriate, with the corresponding gain or loss being recognised in profit
orloss.

When a business combination is achieved in stages, the Group’s previously held equity interest
in the acquiree is remeasured to fair value at the acquisition date (i.e. the date when the Group
obtains control) and the resulting gain or loss, if any, is recognised in profit or loss. Amounts
arising from interests in the acquiree prior to the acquisition date that have previously been
recognised in other comprehensive income are reclassified to profit or loss where such treat-
ment would be appropriate if that interest were disposed of.

If the initial accounting for a business combination is incomplete by the end of the reporting
period in which the combination occurs, the Group reports provisional amounts for the items
for which the accounting is incomplete. Those provisional amounts are adjusted during the
measurement period (see above), or additional assets or liabilities are recognised, to reflect new
information obtained about facts and circumstances that existed at the acquisition date that,
if known, would have affected the amounts recognised at that date.

The above procedure is used in all business combinations made on or after 1 January 2010.
2.6. REVENUE RECOGNITION

Revenue is measured at the fair value of the consideration received or receivable. Revenue is
reduced for estimated customer returns, rebates and other similar allowances.

Revenue from the sale of goods and other assets is recognised when the Group has transferred
to the buyer the significant risks and rewards of ownership.

Sales of services are recognised when services are rendered to counterparties. Revenues related
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to transportation services are recognised in the period in which the services are provided by ref-
erence to the stage of completion of the service contract (e.g. period of validity of long-term
travel documents).

Dividend revenue from investments is recognised when the Group's right to receive payment
has been established.

Interest revenue is recognised when it is probable that the economic benefits will flow to the
Group and the amount of revenue can be measured reliably. Interest revenue is accrued on
a time basis, by reference to the principal outstanding and at the effective interest rate appli-
cable, which is the rate that exactly discounts estimated future cash receipts over the expected
life of the financial asset to that asset’s net carrying amount.

2.7.LEASES

Leases are classified as finance leases whenever the terms of the lease transfer substantially all
the risks and rewards of ownership to the lessee. All other leases are classified as operating
leases.

In allfinance leases, entities in the Group are lessees.

Assets held under finance leases are initially recognised as assets of the Group at their fair value
at the inception of the lease or, if lower, at the present value of the minimum lease payments.
The corresponding liability to the lessoris included in the statement of financial position as a fi-
nance lease obligation.

Lease payments are apportioned between finance expenses and reduction of the lease obliga-
tion soas toachieve a constant rate of interest on the remaining balance of the liability. Finance
expenses are recognised immediately in profit or loss, unless they are directly attributable to
qualifying assets, in which case they are capitalised in accordance with the Group's general pol-
icy on borrowing costs. Contingent rentals are recognised as expenses in the periods in which
theyareincurred.

Operating lease payments are recognised as an expense on a straight-line basis over the lease
term, except where another systematic basis is more representative of the time pattern in
which economic benefits from the leased asset are consumed. Contingent rentals arising under
operating leases are recognised as an expense in the period in which they are incurred.

2.8.FOREIGN CURRENCIES

Each entity in the Group determines its functional currency according to the environment in
which it operates. Given the economic substance of transactions and the environment in which
the Group operates, the presentation currency used in the consolidated financial statements
is the Czech crown (CZK). The Czech crown is also the functional currency of the parent com-

pany.

Transactions denominated in foreign currencies are recorded at the ruling fixed exchange rate
announced by the Czech National Bank. If the ruling exchange rate does not significantly
change over time, the Group uses the foreign exchange rate promulgated as of the first day of
the period for a longer period of time — one month. At the balance sheet date, assets and liabil-
ities denominated in foreign currencies are translated at the exchange rate of the Czech Na-
tional Bank ruling as of that date. Income and expenses are retranslated on the basis outlined
above, ie using the fixed exchange rate. Non-monetary items that are measured in terms of his-
torical cost in a foreign currency are not retranslated.

Exchange differences are recognised in profit or loss except for exchange differences on trans-
actions entered intoin order to hedge certain foreign currency risks. Such foreign exchange rate
differences are recognised directly in equity and reclassified to profit or loss when the hedged
underlying item is settled.

For the purposes of presenting the consolidated financial statements, the monetary items de-

nominated in foreign currencies are translated into CZK as of the balance sheet date using the
exchange rate of the Czech National Bank ruling as of that date. Income and expenses are re-
translated on the basis outlined above, i.e. using the fixed exchange rate. With regard to foreign
subsidiaries, income and expenses denominated in foreign currencies are translated at the av-
erage exchange rates for the period, unless exchange rates fluctuate significantly during that
period, in which case the exchange rates at the dates of the transactions are used. Exchange
differences arising, if any, are recognised in the statement of comprehensive income and accu-
mulated in equity (attributed to non-controlling interests as appropriate).

2.9. BORROWING COSTS

Borrowing costs directly attributable to the acquisition, construction or production of qualifying
assets, which are assets that necessarily take a substantial period of time to get ready for their
intended use or sale, are added to the cost of those assets, until such time as the assets are sub-
stantially ready for their intended use or sale.

Investment income earned on the temporary investment of specific borrowings pending their
expenditure on qualifying assets is deducted from the borrowing costs eligible for capitalisa-
tion.

All other borrowing costs are recognised in profit or loss in the period in which they are incurred.

2.10. GOVERNMENT GRANTS
Government grants are not recognised until there is reasonable assurance that the Group will
comply with the conditions attaching to them and that the grants will be received.

Government grants whose primary condition is that the Group should purchase, construct or
otherwise acquire non-current assets are recognised as a reduced cost of non-current assetsin
the statement of financial position.

Other government grants are recognised as revenue over the periods necessary to match them
with the costs for which they are intended to compensate, on a systematic basis. Government
grants that are receivable as compensation for expenses or losses already incurred or for the
purpose of giving immediate financial support to the Group without future related costs are
recognised in profit or loss in the period in which they become receivable.

2.11. EMPLOYEE BENEFIT COSTS

Employee benefit costs predominantly include payroll costs, payments of the employer portion
of statutory health insurance, social security, pension insurance and costs of other employee
benefits resulting from the collective agreement.

The employee benefit obligations and provisions reported in the statement of financial position
represent their present value as adjusted for unrecognised actuarial gains and losses. Additions
to these obligations and provisions are reported as part of expenses after the employees render
services for which they will have the right for such benefits.

2.12. TAXATION
The income tax includes current tax payable and deferred tax.

2.12.1. Current Tax Payable

The tax currently payable is based on taxable profit for the year. The taxable profit differs from
the profitasreported in the consolidated statement of profit or loss because of items of income
or expense that are taxable or deductible in other years and items that are never taxable or de-
ductible. The Company's liability for current tax is calculated using tax rates that have been en-
acted or substantively enacted by the end of the reporting period.

2.12.2. Deferred Tax

Deferred tax is recognised on temporary differences between the carrying amounts of assets
and liabilities in the consolidated financial statements and the corresponding tax bases used in
the computation of taxable profit. Deferred tax liabilities are generally recognised for all taxable
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temporary differences. Deferred tax assets are generally recognised for all deductible temporary
differences to the extent that it is probable that taxable profits will be available against which
those deductible temporary differences can be utilised.

The carrying amount of deferred tax assets is reviewed at the end of each reporting period and
reduced to the extent that it is nolonger probable that sufficient taxable profits will be available
toallow all or part of the asset to be recovered.

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply in
the period in which the liability is settled or the asset realised, based on tax rates (and tax laws)
that have been enacted or substantively enacted by the end of the reporting period. The meas-
urement of deferred tax liabilities and assets reflects the tax consequences that would follow
from the manner in which the Group expects, at the end of the reporting period, to recover or
settle the carrying amount of its assets and liabilities.

2.12.3. Current Tax Payable and Deferred Tax for the Period

Current and deferred tax are recognised as an expense or income in profit or loss, except when
they relate to items that are recognised outside of profit or loss (whether in comprehensive in-
come or directly in equity), in which case the tax is also recognised outside of profit or loss.

2.13. PROPERTY, PLANT AND EQUIPMENT

Property, plant and equipment are carried at cost reduced by accumulated losses from impair-
ment, and by accumulated depreciation in respect of property and equipment. Freehold land is
not depreciated.

Properties in the course of construction are carried at cost, less any recognised impairment loss.
Cost includes professional fees and, for qualifying assets, borrowing costs. Depreciation of these
assets, on the same basis as other property assets, commences when the assets are ready for
theirintended use.

Depreciation is recognised so as to write off the cost of assets (other than freehold land and
properties under construction) less their residual values over their useful lives, using the
straight-line method. Railway vehicles are depreciated using the components depreciation.
Wagons and traction vehicles without components are depreciated to the estimated resid-
ual value. Components of these railway vehicles are depreciated based on the actual
mileage. The estimated useful lives, residual values and depreciation method are reviewed
ateachyear-end, with the effect of any changes in estimates accounted for on a prospective
basis.

Assets held under finance leases are depreciated over their expected useful lives on the same
basis as owned assets. If there is no sufficient certainty that the lessee will acquire the owner-
ship of an asset at the end of the lease, this asset is depreciated over the lease period if it is
shorter than the anticipated useful life.

Anitem of property, plant and equipment is derecognised upon disposal or when no future eco-
nomic benefits are expected to arise from the continued use of the asset. The gain or loss arising
on the disposal or retirement of an item of property, plant and equipment is determined as the
difference between the sales proceeds and the carrying amount of the asset and is recognised
in profit or loss.

The Group capitalises major (periodical) repairs of rail vehicles. The costs of repairs are recorded
asaseparate asset item (component) and are depreciated over the useful life of repairs. The de-
preciation period of the components is determined individually for each series of rail vehicles
and type of the components (periodical repairs — major and general).

2.14. INTANGIBLE ASSETS

Intangible assets acquired separately are carried at cost less accumulated amortisation and ac-
cumulated impairment losses. Amortisation is recognised on a straight-line basis over their es-
timated useful lives. The estimated useful life and amortisation method are reviewed at the end
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of each annual reporting period, with the effect of any changes in estimates being accounted
for on a prospective basis.

An intangible asset is derecognised on disposal, or when no future economic benefits are ex-
pected fromits use or disposal. Gains or losses arising from derecognition of an intangible asset,
measured as the difference between the net disposal proceeds and the carrying amount of the
asset, are recognised in profit or loss when the asset is derecognised.

2.15. IMPAIRMENT OF TANGIBLE AND INTANGIBLE ASSETS

At the end of each reporting period, the Group reviews the carrying amounts of its tangible and
intangible assets to determine whether there is any indication that those assets have suffered
an impairment loss. If any such indication exists, the recoverable amount of the asset is esti-
mated in order 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 Group estimates the recoverable
amount of the cash-generating unit to which the asset belongs.

Where a reasonable and consistent basis of allocation can be identified, corporate assets are
alsoallocated to individual cash-generating units, or otherwise they are allocated to the small-
est group of cash-generating units for which a reasonable and consistent allocation basis can
be identified.

Intangible assets with indefinite useful lives and intangible assets not yet available for use are
tested forimpairment at least annually, and whenever there is an indication that the asset may
be impaired.

Recoverable amount is the higher of fair value less costs to sell and value in use. In assessing
the value in use, the estimated future cash flows are discounted to their present value using
a pre-tax discount rate that reflects current market assessments of the time value of money
and the risks specific to the asset for which the estimates of future cash flows have not been
adjusted.

If the recoverable amount of an asset (or cash-generating unit) is estimated to be less than its
carrying amount, the carrying amount of the asset (or cash-generating unit) is reduced to its
recoverable amount. An impairment loss is recognised immediately in profit or loss.

Where an impairment loss subsequently reverses, the carrying amount of the asset (or cash-
generating unit) is increased to the revised estimate of its recoverable amount, but so that the
increased carrying amount does not exceed the carrying amount that would have been deter-
mined had no impairment loss been recognised for the asset (or cash-generating unit) in prior
years. Areversal of animpairment loss is recognised immediately in profit or loss.

2.16. INVESTMENTS IN JOINT VENTURES AND ASSOCIATES

Ajoint venture is a contractual arrangement whereby the Company and other parties under-
take an economic activity that is subject to joint control (i.e. when the strategic financial and
operating policy decisions relating to the activities of the joint venture require the unanimous
consent of the parties sharing control).

Joint venture arrangements that involve the establishment of a separate entity in which each
venturer has an interest are referred to as jointly controlled entities.

Anassociateis an entity over which the Group has significantinfluence and that is neither a sub-
sidiary noran interest in ajoint venture. Significant influence is the power to participate in the
financial and operating policy decisions of the investee but is not control or joint control over
those policies.

The results and assets and liabilities of joint ventures and associates are incorporated in
these consolidated financial statements using the equity method of accounting. Under
the equity method, an investment in a joint venture or an associate is initially recognised
in the consolidated statement of financial position at cost and subsequently adjusted to
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recognise the Group's share of the profit or loss and other comprehensive income of the
associate orjoint venture. When the Group's share of losses of an associate or a joint ven-
ture exceeds the Group's interest in that associate, the Group discontinues recognising its
share of further losses. Additional losses are recognised only to the extent that the Group
hasincurred legal or constructive obligations or made payments on behalf of the associate
orajoint venture.

When a Group entity transacts with a joint venture or associate of the Group, profits and losses
arising from the transactions with the joint venture or associate are reported in the Group's
consolidated financial statements to the extent of the interest in the relevant associate that is
not owned by the Group.

2.17.INVENTORIES

Inventories are measured at the lower of cost and net realisable value. Costs of inventories are
determined using the weighted arithmetic average method. The net realisable value represents
the estimated selling price for inventories less all estimated costs of completion and costs nec-
essary to make the sale.

2.18.PROVISIONS

Provisions are recognised when the Group has a present obligation (legal or constructive) as
a result of a past event, it is probable that the Group will be required to settle the obligation,
and a reliable estimate can be made of the amount of the obligation.

Theamount recognised as a provision is the best estimate of the consideration required to settle
the present obligation at the end of the reporting period, taking into account the risks and un-
certainties surrounding the obligation. Where a provision is measured using the cash flows es-
timated to settle the present obligation, its carrying amount is the present value of those cash
flows.

When some or all of the economic benefits required to settle a provision are expected to be re-
covered from a third party, a receivable is recognised as an asset if it is virtually certain that re-
imbursement will be received and the amount of the receivable can be measured reliably.

2.18.1. Restructuring Provision

A restructuring provision is recognised when the Group has developed a detailed formal plan
for the restructuring and has raised a valid expectation in those affected that it will carry out
the restructuring by starting to implement the plan or announcing its main features to those
affected by it. The measurement of a restructuring provision includes only the direct expendi-
tures arising from the restructuring, which are those amounts that are both necessarily entailed
by the restructuring and not associated with the ongoing activities of the entity.

2.19. FINANCIAL INSTRUMENTS
Financial assets and financial liabilities are recognised when the Group becomes a party to the
contractual provisions of the instrument.

Financial assets and financial liabilities are initially measured at fair value. Transaction costs
thataredirectly attributable to the acquisition or issue of financial assets and financial liabilities
are added to or deducted from the fair value of the financial assets or financial liabilities, as ap-
propriate, on initial recognition. Transaction costs directly attributable to the acquisition of fi-
nancial assets or financial liabilities at fair value through profit or loss are recognised
immediately in profit or loss.

Financial assets are classified into the following four categories: financial assets ‘at fair value
through profit orloss' (FVTPL), held-to-maturity’ investments, ‘available-for-sale’ (AFS) financial
assets and‘loans and receivables'. The classification depends on the nature and purpose of the
financial assets and is determined at the time of initial recognition.

Allregular way purchases or sales of financial assets are recognised and derecognised on a trade
date basis. Regular way purchases or sales are purchases or sales of financial assets that require

delivery of assets within the time frame established by regulation or convention in the market-
place.

Debtand equity instruments are classified as either financial liabilities or as equity in accordance
with the substance of the contractual arrangements.

Financial liabilities are classified as either financial liabilities ‘at FVTPL or ‘other financial liabili-
ties.

2.19.1. Effective Interest Method

The effective interest method is a method of calculating the amortised cost of a debt instrument
and of allocating interest income over the relevant period. The effective interest rate is the rate
that exactly discounts estimated future cash receipts (including all fees on points paid or re-
ceived that form an integral part of the effective interest rate, transaction costs and other pre-
miums or discounts) through the expected life of the debt instrument, or (where appropriate)
a shorter period, to the net carrying amount on initial recognition.

Income and expenses are recognised on an effective interest basis for debt instruments other
than those financial assets and liabilities classified as at FVTPL.

2.19.2. Held-to-maturity Investments

Held-to-maturity investments are non-derivative financial assets with fixed or determinable
payments and fixed maturity dates that the Group has the positive intent and ability to hold to
maturity. Subsequent to initial recognition, held-to-maturity investments are measured at
amortised cost using the effective interest method less any impairment.

2.19.3. Financial Assets Available for Sale

Financial assets available for sale are non-derivatives that are either designated as available for
sale orare not classified as (a) loans and receivables, (b) held-to-maturity investments or (c) fi-
nancial assets at fair value through profit or loss.

The Group holds equity investments that are not traded on an active market, classified as fi-
nancial assets available for sale and carried at cost less any impairment losses as their fair value
cannot be reliably determined.

Dividends on the AFS equity instruments are recognised in profit or loss when the Group's right
toreceive the dividends is established.

2.19.4. Loans and Receivables

Loans and receivables are non-derivative financial assets that have fixed or determinable pay-
ments that are not quoted in an active market. Loans and receivables (including trade receiv-
ables and bank balances) are measured at amortised cost using the effective interest method,
less any impairment.

Interest income is recognised by applying the effective interest rate, except for short-term re-
ceivables for which the recognition of interest would be immaterial.

2.19.5. Impairment of Financial Assets

Financial assets, other than those at FVTPL, are assessed for indicators of impairment at the
end of each reporting period. Financial assets are considered to be impaired when there is ob-
jective evidence that, asa result of one or more events that occurred after the initial recognition
of the financial asset, the estimated future cash flows of the investment have been affected.

The amount of the impairment loss recognised is the difference between the asset's carrying
amount and the present value of estimated future cash flows, discounted at the financial asset's
original effective interest rate.

As of the balance sheet date, assets are impaired depending on the anticipated recoverability
of receivables based on an individual assessment of a receivable.
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With the exception of the AFS equity instruments, if, in a subsequent period, the amount of the
impairment loss decreases and the decrease can be related objectively to an event occurring
after the impairment was recognised, the previously recognised impairment loss is reversed
through profit or loss to the extent that the carrying amount of the investment at the date the
impairment is reversed does not exceed what the amortised cost would have been had the im-
pairment not been recognised.

In respect of the AFS equity securities, impairment losses previously recognised in profit or loss
are not reversed through profit or loss. Any increase in fair value subsequent to an impairment
loss is recognised in other comprehensive income.

2.19.6. Derecognition of Financial Assets

The Group derecognises a financial asset only when the contractual rights to the cash flows
from the asset expire, or when it transfers the financial asset and substantially all the risks and
rewards of ownership of the asset to another entity.

2.19.7. Equity Instruments

Anequity instrument is any contract that evidences a residual interest in the assets of an entity
after deductingall of its liabilities. Equity instruments issued by the Group are recognised at the
proceeds received, net of direct issue costs.

2.19.8. Other Financial Liabilities
Other financial liabilities are subsequently measured at amortised cost using the effective in-
terest method.

2.19.9. Derecognition of Financial Liabilities

The Group derecognises financial liabilities when, and only when, the Group's obligations are
discharged, cancelled or they expire. The difference between the carrying amount of the finan-
cial liability derecognised and the consideration paid or payable is recognised in profit or loss.

2.19.10. Derivative Financial Instruments
The Group enters into a variety of derivative financial instruments to manage its exposure to
currency and commaodity risks.

Derivatives are initially recognised at fair value at the date the derivative contracts are entered
into and are subsequently remeasured at their fair value at the end of each reporting period.
The resulting gain or loss is recognised in profit or loss immediately unless the derivative is des-
ignated and effective as a hedging instrument, in which event the timing of the recognition in
profit or loss depends on the nature of the hedge relationship.

2.19.11. Hedge Accounting
The Group designates certain hedging instruments as either fair value hedges, cash flow
hedges, or hedges of net investments in foreign operations.

At the inception of the hedge relationship, the Group documents the relationship between the
hedging instrument and the hedged item, along with its risk management objectives and its
strategy for undertaking various hedge transactions. Furthermore, at the inception of the
hedge and on an ongoing basis, the Company documents whether the hedging instrument is
highly effective in offsetting changes in fair values or cash flows of the hedged item attributable
to the hedged risk.

2.19.12. Cash Flow Hedges

The effective portion of changes in the fair value of derivatives that are designated and qualify
as cash flow hedges is recognised in other comprehensive income and accumulated under the
heading of the cash flow hedging reserve. The gain or loss relating to the ineffective portion is
recognised immediately in profit or loss.

Amounts previously recognised in other comprehensive income and accumulated in equity are
reclassified to profit or loss in the periods when the hedged item is recognised in profit or loss,
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in the same line of the statement of profit or loss as the recognised hedged item. However, when
the hedged forecast transaction results in the recognition of a non-financial asset or a non-fi-
nancial liability, the gains and losses previously recognised in other comprehensive income and
accumulated in equity are transferred from equity and included in the initial measurement of
the cost of the non-financial asset or non-financial liability.

Hedge accounting s discontinued when the Group revokes the hedging relationship, when the
hedging instrument expires or is sold, terminated, or exercised, or when it no longer qualifies
for hedge accounting. Any gain or loss recognised in other comprehensive income and accu-
mulated in equity at that time remains in equity and is recognised when the forecast transac-
tionis ultimately recognised in profit or loss. When a forecast transaction is no longer expected
to occur, the gain or loss accumulated in equity is recognised immediately in profit or loss.

2.19.13. Financial Derivatives Held for Trading
Derivatives that do not meet the conditions for hedging derivatives are classified by the Group
as derivatives held for trading.

The changein the fairvalue of derivatives held for trading is recognised as an expense orincome
from derivative transactions.
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3. Adoption of new and revised international financial
reporting standards

3.1. STANDARDS AND INTERPRETATIONS EFFECTIVE FOR ANNUAL PERIODS ENDED

31 DECEMBER 2013
During the year ended 31 December 2013, the following standards, revised standards and in-
terpretations took effect:

Effective for annual periods
beginning on or after

Amended, new and revised standards and interpretations

IFRS 13 - Fair Value Measurement 1January 2013
IAS 19 - Employee Benefits (revised in 2011) 1)January 2013
Amendments to IFRS 1 Severe Hyperinflation 1)anuary 2013
Amendments to IFRS 1 Removal of Fixed Dates for First-time Adopters 1)January 2013
Amendments to IFRS 1 Government Loans 1January 2013
IFRS 7 Offsetting Financial Assets and Financial Liabilities and 1)anuary 2013
Relating Disclosures

Amendments to IAS 1 Presentation of Items of Other Comprehensive Income 1)uly 2012
Amendments to IAS 12 Deferred Tax: Recovery of Underlying Assets 1January 2013
IFRIC 20 - Stripping Costs in the Production Phase of a Surface Mine 1January 2013
Improvements to IFRS -2009-2011 revised IFRS 1, IAS 1, IAS 16, IAS 32, IAS 34 1January 2013

The Group anticipates that the adoption of these standards, revised standards and interpreta-
tions will have no materialimpact on the Group in the following periods, except for the detailed
disclosure of fair value measurement under IFRS 13 which is provided in Note 32.11 Financial
Instruments.

3.2. STANDARDS AND INTERPRETATIONS APPROVED FOR USE IN THE EU WHICH ARE
NOT BINDINGLY EFFECTIVE FOR THE YEAR ENDED 31 DECEMBER 2013, HOWEVER
MAY BE USED EARLIER

The below table shows the list of new and revised IFRS adopted by the EU which are not yet

bindingly effective (however allow an earlier use) for the year ended 31 December 2013. This

list relates to the effective date of 31 December 2013.

Effective for annual periods

Amended, new and revised standards and interpretations beginning on or after

IFRS 10 Consolidated Financial Statements 1)January 2014
IFRS 11 - Joint Arrangements 1January 2014
IFRS 12 - Disclosure of Interests in Other Entities 1)January 2014
IAS 27 (revised in 2011) - Separate Financial Statements 1)anuary 2014
IAS 28 (revised in 2011) - Investments in Associates and Joint Ventures 1)January 2014
Amendments to [FRS 10, IFRS 11 a IFRS 12 Consolidated Financial Statements, Joint 1January 2014

Arrangements and Disclosure of Interests in Other Entities: temporary provisions

Amendments to IFRS 10 Consolidated Financial Statements, IFRS 12 1)January 2014
Disclosure of Interests in Other Entities and IAS 27 Separate Financial
Statements - Investment Entities

Amendments to IAS 32 Offsetting of Financial Assets and Financial Liabilities 1)January 2014
Amendments to IAS 36 Impairment of Assets — Recoverable Amount 1January 2014
Disclosures for Non-Financial Assets

Amendments to IAS 39 Novation of Derivatives and Continuation 1)January 2014
of Hedge Accounting

The Group did not use any standard or interpretation before their effective dates. Management
of the Group anticipates that the adoption of the above standards, revised standards and in-
terpretations in the following periods will have no significant impact on the Group, except for
the detailed disclosure under IFRS 12.

3.3. STANDARDS AND INTERPRETATIONS THAT ARE ISSUED BY THE INTERNATIONAL
ACCOUNTING STANDARD BOARD (IASB) BUT NOT YET ADOPTED BY THE
EUROPEAN UNION

At the balance sheet date, some of the standards and interpretations listed in the prior note

have not been adopted by the European Union:

Effective for annual periods
beginning on or after

Amended, new and revised standards and interpretations

IFRS 9 Financial Instruments (published in 2009) and subsequent revised will be determined
standards issued in October 2010 and November 2013

Amendments to IFRS 9 Financial Instruments and IFRS 7 Financial will be determined
Instruments: Disclosure - Mandatory Effective Date and Transition
Disclosures (issued in December 2013)

Amendments to IAS 19 - Defined Benefit Plans: Employee Contributions 1)July 2014

Improvements to IFRS 2010-2012 (published in December 2013) 1july 2014
Revised IFRS 2, IFRS 3, IFRS 8, IFRS 13, IAS 16, IAS 38, IAS 24

Improvements to IFRS 2011-2013 (published in December 2013) 1)uly 2014
Revised IFRS 1, IFRS 3, IFRS 13, IAS 40

IFRIC 21 Levies (published in May 2013) 1)January 2014

4. Critical accounting judgments and key sources
of estimation uncertainty

In the application of the Group’s accounting policies, which are described in Note 2, manage-
ment s required to make judgements, estimates and assumptions about the carryingamounts
of assets and liabilities that are not readily apparent from other sources. The estimates and as-
sociated assumptions are based on historical experience and other factors that are considered
to be relevant. Actual results may differ from these estimates.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to ac-
counting estimates are recognised in the period in which the estimate is revised if the revision
affects only that period, orin the period of the revision and future periods if the revision affects
both current and future periods.

The following are the key assumptions concerning the future, and other key sources of estima-
tion uncertainty at the end of the reporting period, that have a significant risk of causing a ma-
terial adjustment to the carrying amounts of assets and liabilities within the next financial year.

4.1. USEFUL LIVES OF PROPERTY, PLANT AND EQUIPMENT

The Group reviews the estimated useful lives of depreciated property, plant and equipment at
theend of each annual reporting period. Although the Group identified no changes in the useful
lives of property, plant and equipment, the situation may change in the following periods.

4.2, VALUATION OF RAILWAY VEHICLES

4.2.1. Impairment of Property, Plant and Equipment

As disclosed in Notes 2.14 and 4.2., at each balance sheet date, the Parent Company reviews
the carrying amounts of its assets to determine whether there is any indication that those as-
sets have suffered an impairment loss. If any such indication exists, the recoverable amount of
the asset is estimated in order to determine the extent of the impairment loss (if any).
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In the comparative period ended 31 December 2012, the Parent Company recognised impair-
ment primarily in respect of wagons and traction vehicles intended for scrapping and whose
recoverable value was estimated to be lower than their net book value as of 31 December 2012.

In the year ended 31 December 2013, the Parent Company continued applying the above ac-
counting policy primarily with regard to railway vehicles intended for scrapping. However, given
the changes in the approach to the scope and frequency of inspection repairs (components)
with respect to wagons and the subsequent change in their depreciation, the accounting policy
regarding the review of the assets forimpairment was fine-tuned and amended. Based on the
decrease in the number of performed inspection repairs, other wagons were identified during
theyear ended 31 December 2013 which suffered a temporary impairment loss.

The above change of the estimate negatively impacted profit or loss through the recognition
of the provision against wagons that did not pass the technical inspection in the amount of CZK
224,765 thousand in the year ended 31 December 2013.

4.2.2. Component Depreciation
As disclosed in Note 2.12., the Parent Company depreciates the component over the use sepa-
rately from other components and from the remaining part of assets or a set of assets.

Starting from 1 January 2013, the Parent Company has changed the estimate upon depreciating
components in traction vehicles and wagons from the time depreciation to the mileage depre-
ciation.

In the year ended 31 December 2012, the component depreciation plan in respect of wagons
corresponded to the frequency of technical inspections. The depreciation period of components
in wagons was as follows:

Wagons with the speed lower than 120 km/hour ..........c.ccccceeuee. 2years
Wagons with the speed lower than 100 km/hour .............cccc.c.... 6 years
Wagons with Short Spring Carriers ..o 4 years

Inregard to traction vehicles whose frequency of repairs depends on the mileage, the average
depreciation period was determined on the basis of a reasonable estimate of the Maintenance
and Repairs of Railway Vehicles Department specialists, for each series of traction vehicles in
the year ended 31 December 2012. The average depreciation period for general repairs ranged
from 4 to 12 years, for major repairs from 8 to 24 years.

In the year ended 31 December 2013, the depreciation of components in wagons and traction
vehicles is made on the basis of the actual mileage per month (kilometres). The amount of de-
preciationin the particular reporting period is calculated as the number of kilometres in the re-
porting period multiplied by the rate per one kilometre. The rate per one kilometre is determined
as a share of the acquisition cost of the relevant component and maximum mileage which is
determined for the specific type of the major and general repair of traction vehicles and inspec-
tion repair of wagons. As of the transition date, ie 1 January 2013, the rate per 1 kilometre in
wagons and traction vehicles was determined as a proportion of the net book value as of 1 Jan-
uary 2013 of the relevant component and the number of the remaining kilometres that re-
mained to the maximum mileage in individual wagons and traction vehicles.

The above changes in the estimate upon the depreciation of components in the year ended
31 December 2013 positively impacted the profit in the amount of CZK 468,679 thousand.

4.2.3. Depreciation to the Amount of the Anticipated Residual Value
The Parent Company changed the estimate upon the depreciation of traction vehicles and wag-
ons to the anticipated residual value in the year starting on 1 January 2013.

The anticipated residual value is taken to mean a justifiable positive estimated amount that
the Parent Company could obtain at the moment of the anticipated disposal of assets, less the
anticipated costs relating toits disposal. The anticipated residual value of wagons and traction
vehicles is based on the value of the scrap that can be obtained upon liquidation.
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The above change in the estimate upon the depreciation in the year ended 31 December 2013
positively impacted the profit in the amount of CZK 112,021 thousand.

4.3. CHANGE IN THE CASH FLOW STATEMENT FOR 2012
In theyear ended 31 December 2013, the Parent Company changed the reporting of cash flows
inrelation to intercompany loans.

In the consolidated financial statements for the year ended 31 December 2012, the cash flow
statement line Repayments of loans from related parties’amounted to CZK 0. For the sake of
comparability of the financial statements for 2012 and 2013, the value in this line was changed
to CZK 8,924 thousand. Concurrently, reclassifications were made in the line ‘Decrease (in-
crease) in other assets' from CZK 237,903 thousand to CZK 228,979 thousand.

4.4. IMPAIRMENT OF ASSETS

The Group assesses the recoverable value of all asset components when there are indicators of
theirimpairment (with the exception of intangible assets under construction, the recoverable
value of which is assessed annually). This assessment is based on anticipated assumptions and
may change in the future as the situation evolves and information is available.

4.5. REVENUE AND EXPENSES FROM INTERNATIONAL TRANSPORTATION

Given the long intervals of settlement of mutual payments between transporters in the inter-
national transportation, the Parent Company has to estimate the amount of these expenses
and revenues. The actual value confirmed by an international settlement institution may be dif-
ferent.

4.6. MEASUREMENT OF FINANCIAL DERIVATIVES

The Group uses financial derivatives for cash flow hedging. The measurement of derivatives in
the financial statements is based on appropriate measurement techniques using identifiable
market assumptions. If these assumptions changed, the measurement of financial derivatives
would be different.

4.7.INCOME TAXATION
The Group records significant deferred tax assets. The determination of the recoverable value
of these assets depends on the estimate of their future realisation.

4.8. PROVISION FOR EMPLOYEE BENEFITS

The provision for employee benefits includes the claim of employees for a financial contribution
when they celebrate important birthdays, financial contribution upon retirement and payment
of treatment fees including salary refunds in wellness stays.

In calculating the provision, the Group used an actuarial model which is based on the up-to-
date employee information (number of employees, date of the old-age pension claim, average
salary, amount of the financial contribution) and anticipated parameters established on the
basis of a reasonable estimate and publicly available statistical documents: anticipated fluctu-
ation of employees, anticipated increase in salaries, anticipated inflation level, likelihood of
death or disablement according to the data of the Czech Statistical Office. Cash flows are dis-
counted to the present value using the discount rate derived from the yield level of 10-year gov-
ernment bonds.

4.9. PROVISIONS FOR LEGAL DISPUTES AND BUSINESS RISKS

The Group is involved in a number of court and out-of-court commercial disputes. Where the
criteria for the recognition of provisions are met, the Group creates provisions for these disputes
on the basis of the best available information and estimates. However, the actual outcome of
the disputes may differ from these estimates.

4.10. RESTRUCTURING PLAN

In 2012, management of the parent company CD Cargo, a.s. undertook a series of measures
designed to strengthen the liquidity of the Company in the short-term and create conditions
for achieving more favourable economic results in the medium-term and consequently ensure
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the stability of the Company in the following years. The implemented measures have served
abasis for preparing a medium-term business plan of the Company. The restructuring plan con-
tinues to be effective.

5.Revenue from principal operations

All of the below additional information on the statement of profit or loss relates to continuing
operations.

(CzK'o! 2013 2012
Revenue from freight transportation: 12427926 12965721
Revenue from freight transportation - local 4544579 4756602
Revenue from freight transportation - foreign 7 883 346 8209119
Other revenue from freight transportation: 504 022 1091 504
Other revenue from freight transportation - local 332796 310312
Other revenue from freight transportation - foreign 171226 781192
Other revenue related to transportation 91186 109 403
Total revenue from principal operations - continuing operations 13023134 14166 628

Other revenue from freight transportation predominantly includes the revenue from freight
transportation from other transporters and owners of railways and revenue from other trans-
portation.

With respect to the volume of billed services, the principal local customers include the
following:

CD Logistics, a.s.
Express-Interfracht Czech

m MORAVIASTEEL, a.s.
m CARBOSPED, spol.sr.o.
m CEZas.

® NHTRANSSE

]

]

Foreign customers predominantly include railway transportation companies (national trans-
porters) and other entities. With respect to the volume of billed services, the principal compa-
nies are as follows:

Railway transportation companies (national transporters)

m DB Schenker Rail Deutschland AG
m Zelezni¢na spolocnost ” Cargo Slovakia, a.s.
m Rail Cargo Austria AG

Other companies

Koleje Czeskie Sp. z.0.0

Express Slovakia ,Mezinarodna preprava a.s.”
A.P. Moller - Maersk A/S

CD Generalvertretung GmbH

BLG AutoRail GmbH

DB Schenker Rail Automotiv

6. Other operating income

(CZK'000) plo K 2012
Gain from disposal of property, plant and equipment 71985 33510
and investment property

Gain from the sale of inventory 3064 5740
Rental income 400338 451537
Compensations for deficits and damage 41231 48652
Gain on material 0 20162
Other subsidies 0 3
Other 35881 103078
Total other operating income - continuing operations 552499 662 682

Other operating income predominantly includes income from contractual penalties and default
interest and income from compensation of damage for railway traffic closures in relation to
Sprava zeleznicni dopravni cesty, s.o. (refer to Note 27.7.).

7.Purchased consumables and services

(CZK'000) 2013 2012
Traction costs -1694 480 -1821424
Traction fuel (diesel) -513376 -570060
Traction electricity -1181104 -1251364
Payment for the use of railway route -1814 037 -2220595
Other purchased consumables and services -3498 342 -4 144 546
Consumed material -273150 -330984
Consumed other energy -110479 -109 442
Consumed fuel -12141 -13 246
Repairs and maintenance -231675 -279 847
Travel costs -37965 -41037
Telecommunication, data and postal services -62467 -68 591
Other rental -204 295 -186 914
Rental for rail vehicles -670 069 -724 865
Transportation charges -1295908 -1695634
Services associated with the use of buildings -36190 -35087
Operational cleaning of rail vehicles -7153 -9188
Border area services -171403 -181181
Advertising and promotion costs -15425 -60 558
Leases 1556 -671
Other services -371578 -407 301
Total purchased consumables and services - continuing operations -7 006 859 -8186 565
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Other services predominantly include the costs of education, IT, healthcare, advisory, fire pro-
tection and security.

8. Employee benefit costs

(CZK'000) 2013 2012
Payroll costs -2769293 -2994 936
Severance pay -284 447 -140022
Statutory social security and health insurance -952747 -1008179
Benefits resulting from the collective agreement -42469 -53111
Statutory social costs -177123 -191425
Other employee benefit costs -19586 -26 694
Total employees benefit costs - continuing operations -4 245 665 -4 414 367

9. Depreciation and amortisation

(CZK*'000) 2013 2012
Depreciation of property, plant and equipment -1093392 -1840439
Amortisation of intangible assets -41968 -45329
Total depreciation and amortisation - continuing operations -1135 360 -1 885768

10. Other operating income (losses)

(CZK'000) plo ke 2012
Change in provisions -70783 -549 660
Losses from impaired receivables -27576 -33400
Reversal of losses from impaired property, plant and -186123 47 369
equipment and property investments

Taxes and fees -20752 -4599
Other operating expenses -166 897 -124 236
Total other operating losses - continuing operations -472131 -664 526

Other operating expenses predominantly include damages and insurance payments.
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11. Financial expenses
(CZK'000) plk} 2012
Interest on bank overdraft accounts and loans -12964 -12431
Interest on finance lease payables -146710 -148 747
Interest expenses - bonds -89 510 -52856
Other interest expenses -21458 -54843
Unwinding of the discount of provisions 2756 -1489
Other financial expenses -389 0
Total financial expenses - continuing operations -268 275 -270 366
12. Other gains (losses)
[(@oo)) 2013 2012
Net foreign exchange gains (losses) 157120 -12692
Loss from the sale of securities and equity investments 0 -737
Received interest 1065 1819
Banking fees -1754 -3657
Actuarial gains (losses) -11129 2452
Other -1089 187
Total other gains (losses) - continuing operations 144213 -12 628
13. Income taxation
13.1. INCOME TAX REPORTED IN PROFIT OR LOSS
(@4q00]0)] 2013 2012
Current income tax for the period reported in the -73603 -14955
statement of profit or loss
Deferred tax recognised in the statement of profit or loss -187188 -181316
Total tax charge relating to continuing operations -260 791 -196 271
13.2. INCOME TAX RECOGNISED IN OTHER COMPREHENSIVE INCOME
(CZK'000) 2013 2012
Remeasurement of financial instruments recognised 22131 799
as cash flow hedging
Total income tax recognised in other comprehensive income 22131 799
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13.3. DEFERRED TAX

Balance at1)an 2012

Deferred tax recognised in profit or loss

Deferred tax recognised in other comprehensive income

Balance at 31 Dec 2012

Deferred tax recognised in profit or loss

Deferred tax recognised in other comprehensive income

Revaluation

Balance at 31 Dec 2013

14. Property, plant and equipment

Land
Structures
Individual movable assets

Machinery, equipment, and furniture
and fixtures

Vehicles
Vehicles acquired under finance leases
Other
Other assets
Assets under construction
Prepayments

Total

Accumulated depreciation
(CZK'000)

Structures
Individual movable assets

Machinery, equipment,
and furniture and fixtures

Vehicles
Vehicles acquired under finance leases
Other

Other assets

Total

Balance at
1)an 2012

126194
1286173
36474018
517435

30103 349
5828046
25188

0

146 664
245373
38278422

Balance at
1)an 2012

678 215
23554 664
353043

21655967
1528453
17201

0
24232879

Additions
0

95525
2521322
62512

2376937
81790
83

0
2487693
1479130
6583670

Additions
32051
1799320
39860

1476097
282659
704

0
1831371

Unutilised Non-current
tax losses assets
-20906 111988
13810 187731

0 0

-7 096 299719
7096 158 084

0 0

0 0

0 458 803

Disposals

0

2009
888754
29677

722109
130361
6607

0

0
1618773
2509536

Disposals

1102
1085381
25434

923034
130361
6552

0
1086483

Reclassification

20593

-1015122
1002255
-7726

0
-2469821
0

-2469 821

Reclassification
0

0

18230

-223550
207 040
-1720

0

0

Provisions

-146 524
-104414
0
-250938
-18693
0

0

-269 631

Balance at
31 Dec 2012

126194
1379689
38106 586
570863

30743055
6781730
10938

0

164536
105730
39882735

Balance at
31 Dec 2012

709164
24268603
385699

21985480
1887791
9633

0
24977767

Leases
141126
91527
0
232653
54985
0

0
287638

Additions
0

98611
1110403
9171

1061795
39313
124

0
1002714
147 414
2359142

Additions
36008
1131916
39901

773750
318095
270

26
1167950

Receivables
-5015
-2678

-7 693
-15905

-23 598

Disposals
0

337
2281504
7117

2226961
46 367
1059

0

25025
231137
2538003

Disposals
280
1877907
6927

1826930
43007
1043

0
1878187

Derivatives

-6 980

-799
-7779

-22131

-29910

Reclassification
0

0

1119623

1689

597008
520926

0

52

-1008 469
0

111 206

Reclassification
0

857931

188

488075
369668
0

23
857954

15356
-4660

10696
620

-366
10950

Revaluation

404

60 545

32605
27937

5336
-488
65797

REETE

89 045
181316
=799
269 562
187187
-22131
-366
434252

Balance at
31 Dec 2013

126194
1478 367
38115653
574608

30207 502
7323539
10004

52
139092
21519
39880877

Balance at
31 Dec 2013

744 861
24380583
418853

21420329
2532547
8854

49
25125493

Impairment Balance at
(CZK'000) 1Jan 2012 Additions Disposals Reclassification
Buildings 0 0 0
Individual movable assets 102646 58977 102 646
Vehicles 102646 58977 102646
Prepayments 3700 5000 8700
Total 106 346 63977 111 346

o o

Balance at Balance at
31Dec 2012 Additions Disposals Reclassification Revaluation 31 Dec 2013
0 441 0 0 0 441

58977 185682 0 0 0 244659
58977 185682 0 0 0 244659

0 0 0 0 0 0

58977 186123 0 0 0 245100

Reclassifications predominantly include transfers of asset items between individual groups (IAS 16, IAS 17), in financial leaseback of wagons and traction vehicles.

Net book value Balance at Balance at Balance at
(CZK'000) 1)an 2012 31 Dec 2012 31 Dec 2013
Land 126 194 126194 126194
Buildings 607 958 670525 733065
Individual movable assets 12816708 13779006 13490411
Machinery, equipment, and furniture and fixtures 164392 185164 155755
Vehicles 8344736 8698598 8542514
Vehicles acquired under finance leases 4299593 4893939 4790992
Other 7987 1305 1150
Other assets 0 0 3
Assets under construction 146 664 164536 139092
Prepayments 241673 105730 21519
Total 13939197 14 845 991 14510283

Real estate predominantly includes buildings and land. Land and buildings exclude the assets
forming the railway route which are owned by the state. One of the items is provisioned as
equal to the difference between the accounting net book value and the actually estimated value
of CZK 441 thousand.

Vehicles predominantly include rail vehicles (traction vehicles, freight cars) used for the opera-
tions of the railway freight transportation. These items are provisioned as equal to the differ-
ence between the net book value and the recoverable value of CZK 244,659 thousand.

Principal additions to individual movable assets in the year ended 31 December 2013 included
the modernisation of the 363.5 series traction vehicles of CZK 446,773 thousand, major and
general repairs (components) of traction vehicles of CZK 375,558 thousand, purchase of wagons
after the lease of CZK 774,293 thousand, inspection repairs (components) of wagons of CZK
59,474 thousand and improvements on wagons of CZK 48,486 thousand. Additions to inspec-
tions repairs of leased wagons in the year ended 31 December 2013 amounted to CZK 23,032
thousand and improvements on leased wagons amounted to CZK 3,999 thousand.

In the years ended 31 December 2013 and 2012, the Parent Company acquired tangible assets
recognised in expenses in the amounts of CZK 25,908 thousand and CZK 30,360 thousand, re-
spectively. These assets are low value tangible assets comprising other movable assets and sets
of movable assets with an estimated useful life greater than one year not reported within fixed
assets. These assets are accounted for as inventory and they are expensed.

Prepayments made for tangible fixed assets amount to CZK 54 thousand and CZK 105,237 thou-
sand as of 31 December 2013 and 2012, respectively.

In 2012, the Parent Company decided to restructure its rolling stock and selected 4,700 wagons
and approximately 100 traction vehicles for scrapping. In respect of this planned transaction,
the Company reported an impairment of vehicles of CZK 58,977 thousand and recognised an
extraordinary write-off of CZK 101,655 thousand.

In the year ended 31 December 2013, the Parent Company scrapped several traction vehicles.
In respect of other wagons and traction vehicles intended for scrapping, the Parent Company
mapped the current physical condition, recorded parts that could be used as spare parts for re-
pairs and remaining parts of wagons intended for direct scrapping. Management of the Parent
Company anticipates that the scrapping process will be largely performed during 2014.

Railway vehicles are depreciated according to the below useful lives to the estimated residual
value. Components of these railway vehicles are depreciated by actual mileage. For a detailed
description of their depreciation refer to Note 4.2.2. Component Depreciation. When calculat-
ing other depreciation, the following useful lives were used:

Number of years

Buildings 20-50
Structures 20-50
Locomotives (without components) 20-25
Wagons (without components) 30
Machinery and equipment 8-20

14.1. ASSETS PLEDGED AS COLLATERAL
As of 31 December 2013 and 2012, no assets of the Group were pledged as collateral.
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15. Intangible assets

Cost Balance at Balance at

(CZK'000) 1)an 2012 Additions Disposals Reclassification 31 Dec 2012 Additions
Software 328542 31108 0 359650 109 444
Valuable rights 118 349 4755 0 123104 1531
Assets under construction 41994 84186 -33163 93017 70568
Total 488 885 120049 -33163 575771 181543

Accumulated amortisation Balance at

(CZK'000) 1Jan 2012 Additions
Software 237122 33340
Valuable rights 55893 12386
Total 293015 45726

Balance at
31 Dec 2012 Additions
0 270462 30791
0 68279 11414
0 338741 42 205

Reclassifications predominantly include transfers of asset items between individual groups of assets (IAS 38) relating to software and valuable rights.

Net book value Balance at Balance at Balance at
(CZK'000) 1)an 2012 31 Dec 2012 31Dec 2013
Software 91420 89188 167 845
Valuable rights 62456 54 825 44942
Assets under construction 41994 93017 50798
Total 195870 237030 263585

Amortisation costs were reported in the statement of profit or loss line'Depreciation and amor-
tisation’. The amortisation was calculated using useful lives of 3 to 8 years.

Intangible fixed assets predominantly include the operational business information system -
PROBIS, that was putinto usein 2013, in the amount of CZK 72,164 thousand, ieamount reduced
by thefinancial support from OPD. Intangible assets additionally include the information system
supporting the activities of the freight transport not financed from the subsidy, development of
the SAP information system, the Microsoft Enterprise Agreement licence, the OPT information
system, the system for the support of office work and other systems used by CD Cargo, a.s.

Intangible fixed assets under construction predominantly include a further extension of soft-
ware for the railway transportation and financial management of the Group.

16. Investments in associates

16.1. Information on Associates

Value Value

Name of the entity of investment of investment
(CZK'000) Registered office as of 31 Dec 2013 as of 31 Dec 2012
BOHEMIAKOMBI, spol. sr.o. Opletalova 6, 11000 Prague 1 2837 4514
Ostravska dopravni U Tiskarny 616/9, 41558 37955

spolecnost, a.s. 70200 Ostrava, Privoz
RAILLEX a.s. Trnkovo nam. 3, 15200 Prague 5 12050 9693

Total 56 445 52162

Name of the entity Principal activities

Disposals Reclassification

27103 4
422 0
112787 0
140312 4

Disposals Reclassification

27103 0
422 0
27 525 0
Investment as of
31 Dec 2013

Mediation of transportation

BOHEMIAKOMBI, spol. sr.o. services except for the

30%

transportation by own vehicles.

Ostravska dopravni
spolecnost, a.s.

Railway transportation
and lease of locomotives.

20%

RAILLEXa.s. Cargo handling and technical 50%
services in transportation.

16.2. SUMMARY OF FINANCIAL INFORMATION ON ASSOCIATES

(@4 qo0)]
Total assets
Total liabilities
Net assets

Share of the Company in associates’ net assets

(CZK'000)
Total income

Profit for the period

Share of the Company in associates’ profit for the period

31Dec 2013
578132
336787
241 345

56 445

2013
1598434
27069
5581

Balance at
31 Dec 2013

441995
124213

50798
617 006

Balance at
31 Dec 2013

274150
79271
353421

Investment as of
31 Dec 2012

30%

20%

50%

31 Dec 2012
557380
333172
224208

52162

2012
1656 284
50307
13463
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17. Inventories

(CZK'000) 31Dec 2013 31Dec 2012 1Jan 2012
Spare parts and other components for rail 19282 8351 9044
vehicles and locomotives

Other machinery, tools and equipment 74415 65799 66 690
and their spare parts

Fuels, lubricants and other oil products 3880 4053 3347
Work clothes, work shoes, protective devices 805 731 553
Other 11897 10377 10321
Total cost 110279 89311 89955
Write-down of inventories to their net

realisable value 0 0 0
Total net book value 110279 89311 89955

The inventory was not impaired based on the inventory countin 2013 and 2012.

18. Trade receivables

(@4 q0)] 31Dec 2013 31Dec 2012 1)an 2012
Long-term 0 3211 6577
Short-term 1777638 1844048 1873776
Total 1777638 1847 259 1880353

18.1. AGING OF TRADE RECEIVABLES

Category Before due date

(CZK'000) 1-30days
31Dec2013 Gross 1570401 54791 137288
Allowances -68 604 -603 -151
Net 1501797 54188 137137
31Dec2012 Gross 1705170 36757 28568
Allowances 0 -426 -5166
Net 1705170 36331 23402
1Jan 2012 Gross 1507 370 313478 14 265
Allowances 0 -1060 -9846
Net 1507 370 312418 4419

Past due date

91-180
53927
-18933
34994
20593
-6 096
14 497
8672
-5903
2769

181-365
10247
-2004
8243
16152
-4118
12034
5090
-3552
1538

365 and more

155340
-114061
41279
148 380
-92 555
55825
87977
-36138
51839

Total
past due date

411593
-135752
275841
250450
-108 361
142089
429482
-56 499
372983

16

1981994
-204 356
1777638
1955620
-108 361
1847 259
1936852
-56 499
1880353
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19. Other financial assets

(CZK'000) 31 Dec 2013 31 Dec 2012 1)an 2012
Other non-current financial assets 11543 10972 19025
Other current financial assets 36956 96105 121126
Total 48 499 107 077 140151

Otherfinancial assets predominantly include the loan provided to RAILEX, a.s., receivables for deficits
and damage, and receivables registered for recovery with the courts and financial derivatives. Al-
lowances of CZK 2,931 thousand and CZK 6,185 thousand are recognised for receivables registered
for recovery through the courts in the years ended 31 December 2013 and 2012, respectively.

20. Other assets

(CZK'000) 31 Dec 2013 31 Dec 2012 1)an 2011
Total non-current assets 601 434 494
Prepayments made 84986 53122 50209
Tax receivables (except for the corporate 174817 12876 175351
income tax)

Prepaid expenses 35164 17 298 70131
Other 1308 2487 2458
Total current assets 296 275 85783 298 149
Total 296 876 86217 298 643
21. Equity

21.1. SHARE CAPITAL

As of 31 December 2009, the share capital of the Parent Company is composed of the non-cash
investment of a business part of Ceské drahy, a.s. as the sole shareholder and amounted to CZK
8,800,000 thousand.

On 2 June 2009, Ceské drahy, a.s., acting in the capacity of the General Meeting, adopted the
resolution on the decrease in the share capital of CD Cargo, a.s. in accordance with Section 213a
of the Commercial Code, from CZK 8,800,000 thousand to CZK 8,494,000 thousand. As of
31 December 2013, the Company reports the share capital of CZK 8,494,000 thousand fully paid.

21.2. RESERVE AND OTHER FUNDS

(@49 31 Dec 2013 31Dec 2012 1)an 2011
Share premium 197658 197658 197658
Statutory reserve fund 61814 61764 61581
Cash flow hedging reserve -127511 -33163 -29759
Foreign currency translation fund 25211 -2158 -23
Other 89 55 79
Total 157 261 224156 229536

Allocations to the statutory reserve fund are made in accordance with the national legislation.

21.2.1. Cash Flow Hedging Reserve

(CZK'000) 2013 2012
Balance at the beginning of the year -33163 -29759
Loss from revaluation -113551 -9495
Accrued cost 0 0
Reclassifications to profit or loss upon settlement -2928 5292
Total change in the cash flow hedging reserve -116 479 -4203
Relating income tax 22131 799
Balance at the year-end -127 511 -33163

The cash flow hedging reserve includes accumulated gains and losses from the effective hedging
of cash flows. The accumulated deferred profit or loss from hedging derivatives is reclassified
to profit or loss only if the hedging transaction impacts the profit or loss oris included as an ad-
justmentin the base in the hedged non-financial item in accordance with the relevant account-
ing policies.

22. Loans and borrowings

(CZK'000) 31 Dec 2013 31 Dec 2012 1Jan 2011
Short-term bank loans 0 20000 40279
Payables from finance leases 472468 756610 579 884
Overdraft accounts 844 691 859579 349709
Issued bonds 1000000 0 0
Other received short-term loans and borrowings 11030 9599 74
Total short-term 2328189 1645788 969 946
Issued bonds 1505813 2486483 1980109
Other - received loans and borrowings - long-term 51170 57616 6991
Payables from finance leases 2722042 2204974 2365950
Total long-term 4279025 4749073 4353050
Total 6607 214 6394 861 5322996

Portions of long-term loans and borrowings that are repayable in a period shorter than one year
from the consolidated financial statements date are recognised as short-term loans and bor-
rowings.

The Parent Company or subsidiaries breached no loan covenants in the reporting period.

22.1.ISSUED BONDS

On 4 May 2011, the resolution of the Czech National Bank, ref. no 2011/4833/570, File no.
Sp/2011/50/572, approved the bond programme of CD Cargo, a.s. The highest volume of out-
standing bonds issued under the bond programme may amount up to CZK 6,000 million with
the term of the bond programme being ten years. The above resolution of the Czech National
Bank took effect on 5 May 2011. The issued bonds are not registered on a regulated market.
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In 2011 and 2012, the following issues of bonds were placed under the bond programme:

Administrator Komerénibanka, a.s.
Date of issue 20)June 2011

Total nominal value CZK 1,000,000,000
Interest rate Fixed interest income
Interest rate (1-3 year); coupon 3.183%p.a.
Interest rate (4-5 year); coupon 5%p.a.

Issue rate 98.025 %

Payment of interest income Annually, retrospectively

Date of the interest payment 20 June, each year
Date of the final maturity 20)une 2016
Date of the final maturity (use of the put option) 20 June 2014

Administrator Ceskoslovenska obchodni banka, a.s.
Date of issue 22 Dec2011

Total nominal value CZK 500,000,000

Nominal value of the bond CzK1

Interest rate Variable interestincome

Reference rate 6M PRIBOR

6M PRIBOR (first yield period); coupon 1.45%p.a.

Hedged value for all other periods 1.64%p.a.

Margin 1.30%p.a.

Issue rate 97.464 %

Payment of interest income On six months basis, retrospectively

Date of the interest payment 22 June and 22 December, each year

Date of the final maturity 22 Dec 2015

Administrator Raiffeisenbank, a.s.

Date of issue 21 Dec 2011

Total nominal value CZK 500,000,000

Interest rate; coupon Fixed interest income, 3.8 % p.a.
Issue rate 99.941 %

Payment of interest income Annually, retrospectively
Date of the interest payment 21 Dec, each year

Date of the final maturity 21 Dec 2016

Manager

Date of issue

Total nominal value

Nominal value of the bond

Interest rate

Reference rate

6M PRIBOR (first yield period); coupon
Hedged value for all the following periods
Mark-up

Issue rate

Payment of interest income

Date of the interest payment

Date of final maturity

Manager

Date of issue

Total nominal value

Nominal value of the bond

Interest rate

Reference rate

6M PRIBOR (first yield period); coupon
Hedged value for all the following periods
Mark-up

Issue rate

Payment of interest income

Date of the interest payment

Date of final maturity

16

Ceskoslovenska obchodni banka, a.s.
12 January 2012

CZK 200,000,000

CZK1

Variable interestincome

6M PRIBOR

1.45%p.a.

1.64%p.a.

1.30%p.a.

97.506 %

Bi-annually, retrospectively
22 Juneand 22 Dec, each year

22Dec 2015

Ceskoslovenska obchodni banka, a.s.
19January 2012

CZK 300,000,000

CZK1

Variable interestincome

6M PRIBOR

1.45%p.a.

1.64%p.a.

1.30%p.a.

97.518 %

Bi-annually, retrospectively
22June and 22 Dec, each year

22Dec 2015
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22.2. FINANCE LEASE PAYABLES

The finance lease applies to railway vehicles, software, vehicles and equipment for computers and servers. The value of finance leases is as follows:

um lease payments

31Dec 2013 31Dec 2012
Less than 1 year 605767 879815
From1to5years 2039156 1658070
5years and more 1111903 918159
Total 3756 826 3456 044
Less future finance expenses -562 316 -494 460
Present value of minimum lease payments 3194510 2961584

In the statement of financial position as:
short-term loans
long-term loans

Total

The fair value of finance lease payables is calculated in Note 32.11.1.

23. Provisions

Balance at
(CZK'000) 1Jan 2012 Charge
Provision for legal disputes 16 893 52732
Provision for outstanding vacation days 26570 28370
Provisions for employees benefits 390000 149988
Provisions for business risks 109466 55513
Provisions for restructuring 110365 535000
Provision for the fee for the use of trademark 95000 0
Other provisions* 23997 56792
Total provisions 772291 878 395

long-term 65298

short-term 706993

* Includes provisions for complaints, returns of empty wagons, damages and other provisions.

After having considered all existing legal analyses and results of negotiations in existing legal
disputes and having assessed all potential risks, current developments in legal disputes and in
accordance with the inherent level of prudence, management of the Parent Company has de-
cided to increase the amount of the non-tax deductible provision to cover potential expenses
relating to potential risks for business transactions by CZK 362,959 thousand. The total balance
of the reserve as of 31 December 2013 is CZK 902,947 thousand.

As of 31 December 2012, management of the Company has decided to make organisational
changes pursuant to the prepared restructuring plan, the main features of which were com-
municated within the Company. The future cash outflows associated with the restructuring
were estimated at CZK 535,000 thousand in the plan. During the year ended 31 December 2013,

Present value of minimum lease payments

1)an 2012 31 Dec 2013 31 Dec 2012 1)an 2012
710066 472468 756 610 579884
1846284 1688405 1359357 1559776
875844 1033637 845617 806174
3432194 3194510 2961584 2945834

-486 360
2945834 3194510 2961584 2945834
472468 756610 579884
2722042 2204974 2365950
3194510 2961584 2945834
Balance at Balance at
Use 31Dec 2012 Charge Use 31Dec 2013
16 252 53373 52921 16 650 89644
26636 28304 27822 28 405 27721
0 539988 362959 0 902 947
56217 108762 36 566 35381 109947
110365 535000 0 285027 249973
95000 0 0 0 0
25157 55632 66634 92492 29774
329627 1321059 546 902 457 955 1410006
70070 64100
1250989 1345906

the amount of the provision decreased by the use by CZK 285,027 thousand to the balance of
CZK 249,973 thousand as of 31 December 2013. These funds will be available to the Parent
Company to cover the costs relating to the restructuring in the following reporting period. The
restructuring involves the inspection of the rolling stock and the scrapping of redundant wa-
gons and traction vehicles as disclosed in Note 14.

The provision for employee benefits includes the claim of employees for a financial contri-
bution for life jubilees, financial contribution upon retirement and payment of treatment
costs including the salary refund in wellness stays. The amount of the provision was calcu-
lated at CZK 109,947 thousand using an actuarial model. For details on this model, refer to
Note 4.6.
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24.Trade payables
Year Category Before due date Past due date (days) Total past
due date
(@4 Qu0)] 1-30days 31-90 91-180 181-365 365 and more
31Dec2013 Short-term 1984250 9844 68823 331 235 85 79318 2063568
31 Dec2012 Short-term 2390535 36933 3220 512 7546 74 48 285 2438 820
1)an 2012 Short-term 2101318 35755 4539 535 180 76 41085 2142403

Supplierinvoices typically mature in 101 days.

25. Other financial liabilities

(CZK*'000) 31 Dec 2013 31 Dec 2012 1)an 2011
Hedging derivatives 50661 71145 31748
Other 107 689 171869 447992
Long-term other financial liabilities 158 350 243014 479740
Hedging derivatives 139240 28954 6209
Other 169705 479801 747 046
Short-term other financial liabilities 308945 508755 753255
Total other financial liabilities 467 295 751769 1232995

“Other” primarily includes a liability arising from supplier loans divided into a short-term and long-term portion.

26. Other liabilities

(CZK'000) 31Dec 2013 31Dec 2012 1Jan 2012
Long-term other liabilities 462945 375591 381498
Received prepayments -1319 40287 59554
Payables to employees 304527 379 664 383805
Social security and health insurance payables 117 206 119101 119979
Other 195818 140026 185599
Short-term other liabilities 616 232 679078 748 937
Total other liabilities 1079177 1054 669 1130435

Theline item ‘Long-term other liabilities' primarily includes deferred leaseback gains. The line item‘Other’ predominantly includes payables arising from VAT and deferred leaseback gains.

The Group carries no payables to taxation authorities, social security authorities or health insurers past their due dates.

133



16

27.Related party transactions
27.1. INCOME GENERATED WITH RELATED PARTIES

2013 Sale of Sale of Sale of
(@4 que0)] tangibleFA inventory  services
Ceskédrahya.s. 64 208 22679
CD-Telematika, a.s. 0 0 130
CD - Informacni Systémy, a.s. 0 0 0
DPOV, a.s. 0 0 4578
CDTravel, s.r.0. 0 0 0
Dopravnivzdélavaciinstitut, a.s. 0 0 0
Vyzkumny Ustav Zeleznicni, a.s. 0 0 10213
RAILREKLAM, spol.sr.o. 0 0 0
Jidelni a lGzkové vozy, a.s. 0 0 0
Smichov Station Development, a.s. 0 0 0
Zizkov Station Development, a.s. 0 0 0
Masaryk Station Development, a.s. 0 0 0
Centrum HoleSovice, a.s. 0 0 0
Total 64 208 37 600
2012 Sale of Sale of Sale of
(@4 q00)] tangibleFA inventory  services
CD,as. 0 1491 23987
CD -Telematikaa. s. 0 0 175
CD - Informacni Systémy, a.s. 0 0 0
DPOV, a.s. 0 1563 17256
CDTravel, s.r.o. 0 0 0
Dopravni vzdélavaciinstitut, a.s. 0 0 0
Vyzkumny Ustav Zelezni¢ni, a. s. 0 0 4725
Jidelni a lGZkové vozy, a.s. 0 0 0
Smichov Station Development, a.s. 0 0 0
Zizkov Station Development, a.s. 0 0 0
Masaryk Station Development, a.s. 0 0 0
Centrum HoleSovice, a.s. 0 0 0
Total 0 3054 46 143
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Financial

Financial

income Total
0 24737
0 130
0 0
0 4886
0 0
0 0
0 10213
0 0
0 0
0 0
0 0
0 0
0 0
0 39966
income Total
0 30392
0 175
0 0
0 19198
0 0
0 0
0 4725
0 0
0 0
0 0
0 0
0 0
0 54 490

27.2. PURCHASES FROM RELATED PARTIES

2013 Other

(CZK'000) Assets Material Services  expenses Total
Ceskédrahya.s. 10896 667 754 1280381 8907 1967938
CD-Telematika, a.s. 96 813 15816 7 16732
CD - Informagni Systémy, a.s. 41074 1321 100253 0 142648
DPOV, a.s. 103381 870 17118 0 121369
CDTravel, s.r.o. 0 0 13955 0 13955
Dopravnivzdélavaci institut, a.s. 0 2 16 202 0 16 204
Vyzkumny Ustav Zeleznicni, a.s. 0 0 0 0 0
RAILREKLAM, spol. sr.o. 0 0 5230 0 5230
JidelnialGZkové vozy, a.s. 0 0 1146 0 1146
Smichov Station Development, a.s. 0 0 0 0 0
Zizkov Station Development, a.s. 0 0 0 0 0
Masaryk Station Development, a.s. 0 0 0 0 0
Centrum HoleSovice, a.s. 0 0 0 0 0
Total 155447 670760 1450101 8914 2285222
2012 Other

(@4 Q0l00)] Assets  Material Services  expenses Total
CD-Telematika, a.s. 84038 212 17913 0 102163
CD - Informacni Systémy, a.s. 33722 1761 105274 0 140757
Vyzkumny Ustav Zelezni¢ni, a.s. 210 0 30 0 240
DPOV, a.s. 212251 72 26830 0 239153
(D, as. 416 693018 1427666 16660 2137760
Smichov Station Development, a.s. 0 0 0 0 0
Zizkov Station Development, a.s. 0 0 0 0 0
Centrum HoleSovice, a.s. 0 0 0 0 0
Dopravnivzdélavaci institut, a.s. 0 0 18614 0 18614
CDTravel, s.r.o. 0 0 25343 5 25348
JideInia l0zZkové vozy, a.s. 0 0 1543 0 1543
Masaryk Station Development, a.s. 0 0 0 0 0
Total 330637 695063 1623213 16 665 2665578

27.3. PURCHASES AND SALES OF INTANGIBLE, TANGIBLE AND FIXED ASSETS AND
FINANCIAL ASSETS WITH RELATED PARTIES

Sales
In the year ended 31 December 2013, the Group sold tangible fixed assets to Ceské drahy, a.s.
in the amount of CZK 64 thousand.

In the year ended 31 December 2012, the Group recorded no sales of intangible, tangible or fi-
nancial assets of related parties.
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Purchases

Purchases Intangible Property, plant Intangible Property, plant
(CZK'000) assets and equipment assets and equipment

2013 2013 2012 2012
(D,as. 118 17650 406 10
CD - Telematikaa. s. 0 96 0 84038
CD - Informagni Systémy, a.s. 41074 0 33722 0
Vyzkumny Ustav Zeleznicni, a.s. 0 0 0 210
DPOV, a.s. 0 103381 0 212251
Total 41192 121127 34128 296 509

Purchases of fixed assets from DPOV, a. s. include purchases of railway vehicles components -
performance of significant periodical repairs.

27.4. TRADE RECEIVABLES AND PAYABLES AT THE END OF THE REPORTING PERIOD

31 Dec 2013 (CZK'000) REEL LEVELI
Ceské drahya.s. 6130 266069
CD - Telematika, a.s. 18 6631
CD - Informacni Systémy, a.s. 0 59753
DPOV, a.s. 1586 42595
CD travel, s.r.o. 0 2993
Dopravnivzdélavaciinstitut, a.s. 0 2028
Vyzkumny Ustav Zelezni¢ni, a.s. 1959 0
RAILREKLAM, spol. s r.0. 0 0
JideInfa lzkové vozy, a.s. 0 104
Smichov Station Development, a.s. 0 0
Zizkov Station Development, a.s. 0 0
Masaryk Station Development, a.s. 0 0
Centrum HoleSovice, a.s. 0 0
Total 9693 380173
31 Dec 2012 (CZK'000) RECEELE Payables
(D, as. 9175 301204
CD - Telematika, a.s. 91 6375
CD - Informagni Systémy, a.s. 0 51276
DPOV, a.s. 16463 58432
CD Travel, s.r.o. 0 3081
Vyzkumny Ustav Zeleznicni, a.s. 1272 0
Smichov Station Development, a.s. 0 0

16
Zizkov Station Development, a.s. 0 0
Centrum HoleSovice, a.s. 0 0
JLV, a.s. 0 185
Masaryk Station Development, a.s. 0 0
Dopravni vzdélavaci institut, a.s. 0 2457
Total 27001 423010

27.5. LOANS TO RELATED PARTIES

Inthe past, CD Cargo, a.s. concluded a loan contract and contract for the sale of a railway siding
with RAILLEX, a.s. (in which CD Cargo holds 50%). The below table shows the current balance
of outstanding receivables.

Balance at 31 December 2013

LOAN (CZK'000) Long-term part of the loan Short-term part of the loan

Principal 2400 4800 7200
Interest 36 216 252
Total 2436 5016 7452
Sa_le of th_e_ Long-term part of the loan Short-term part of the loan Total
railway siding

Principal 0 3096 3096
Interest 0 116 116
Total 0 3212 3212

Balance at 31 December 2012

LOAN (CZK'000) Long-term part of the loan Short-term part of the loan

Principal 7200 4800 12000
Interest 252 409 661
Total 7452 5209 12661
Sa_le of th_e_ Long-term part of the loan Short-term part of the loan Total
railway siding

Principal 3095 3095 6190
Interest 116 271 387
Total 3211 3366 6577

27.6.BONUSES TO KEY MANAGEMENT MEMBERS
Directors and other members of key management received the following bonuses in the repor-
ting period:

(CzK'0 2013 2012
Short-term employee benefits 32017 26 694
Total 32017 26 694

Members of the statutory and supervisory bodies of the Parent Company were not provided with
discounted fares. Management of individual entities of the CD Cargo Group have the possibility
to use remuneration in the form of the use of Group cars for private purposes.

135



136

ANNUAL REPORT 2013 OF CD CARGO, A.S

27.7.RELATIONSHIPS WITH SZDC

The costs incurred in relation to Sprava Zeleznicni dopravni cesty, s.0. predominantly include
the fees for the allocation of capacity and use of the railway route in the years ended 31 Decem-
ber 2012 and 2013. The costs for the years ended 31 December 2012 and 2013 are disclosed in
Note 7.

Theincome of the Group predominantly includes compensation forincreased costs incurred as
a result of traffic closures. The income for the years ended 31 December 2012 and 2013 is dis-
closed in Note 6.

The Parent Company is conducting a legal dispute with Sprava zeleznicni dopravni cesty, s.o0.
regarding the price of the purchased traction electricity during the 2009 reporting period. This
dispute was not finalised as of the 2013 financial statements date.

In addition, the Parent Company is conducting a legal dispute with Sprava Zeleznicni dopravni
cesty, s.0.on the method of settlement arising from the damages due to traffic closures of SZDC,
s.0. This dispute was not finalised as of the 2013 financial statements date.

Expenses and income of the Group resulting from the transactions conducted with SZDC for
the years ended 31 December 2013 and 2012 were as follows:

2013 (CZK'000) Expenses Income
Operation of the railway route 3131 0
Use of the railway route and allocated route capacity — 1800251 0
freight transportation

Use of traction electricity 226 0
Other 63527 22764
Total 1867135 22764
2012 (CZK'000) Expenses Income
Operation of the railway route 53765 0
Use of the railway route and allocated route capacity — 2219052 0
freight transportation

Use of traction electricity 156 0
Other 44158 60435
Total 2317131 60435

Given the above activities, the Group records receivables from and payables to SZDC:

(CZK'000) 31 Dec 2013 31 Dec 2012 1)an 2012
Receivables 17330 29363 5092
Payables 547020 439769 505 445
Prepayments made 1531 12626 9745
Estimated payables 6226 14785 10778
Estimated receivables 2290 3274 3455

27.8. TRANSACTIONS WITH THE CEZ GROUP

The costs of the Group incurred in relation to the CEZ Group in the years ended 31 December
2012 and 2013 primarily include the payments for electricity and amounted to CZK 47,413
thousand and CZK 8,291 thousand as of 31 December 2012 and 2013, respectively.

The income generated by the Group primarily includes the sales of freight transportation. The
income generated from transactions with the CEZ Group amounted to CZK 1,334,811 thousand
and CZK 747,829 thousand as of 31 December 2012 and 2013, respectively.

Given the above activities, the Group records the following receivables from and payables to
the CEZ Group:

(CZK'000) 31 Dec 2013 31 Dec 2012 1jan 2012
Receivables 64765 193595 260549
Payables 167 1208 6489
Prepayments made 1897 0 0
Estimated payables 142 0 0
Estimated receivables 1374 2081 61

28. Cash and cash equivalents

For cash flow statement purposes, cash and cash equivalents include cash on hand, cash at
bank and investments in the money market instruments after reflecting negative balances on
overdraft accounts. Cash and cash equivalents at the end of the reporting period reported in
the cash flows statement can be reconciled to the relevant items in the statement of financial
position as follows:

(CZK'000) 31 Dec 2013 31 Dec 2012 1Jan 2012
Cashon hand and cash in transit 2327 2043 2315
Cash at bank 586 354 236993 163237
Cash on the cash-pooling account 380 0 0
Total 589 061 239036 165552

29. Contracts for operating leases

29.1. THE GROUP AS A LESSEE

Assets under operating leases which are reported off balance sheet as of 31 December 2013
and 2012 amount to CZK 38,829 thousand and CZK 36,854 thousand, respectively. Assets in-
clude the leased computer technology (end equipment — desktops, laptops) concluded with CD
- Informacni systémy, a.s. Payments recognised in expenses in the years ended 31 December
2013 and 2012 amounted to CZK 10,749 thousand and CZK 9,521 thousand, respectively.

The Group as a lessee has not concluded any irrevocable lease contracts, contingent lease con-
tracts or onerous contracts.

29.2. THE GROUP AS A LESSOR
Operating leases applies to the lease of traction vehicles, wagons and cisterns owned by the
Group with various lease periods.

Income of the Group from operating leases of movable assets in 2013 amounts to CZK 416,690
thousand (2012: CZK 514,173 thousand).

The Group as a lessor concluded no irrevocable contracts for operating leases.
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30. Contractual obligations relating to expenses

As of the balance sheet date, the Group concluded contracts for the purchase of property, plant
and equipment and investment property in the amount of CZK 2,333,153 thousand, of which
CZK 747,743 thousand relates to supplies agreed for 2014 and CZK 938,846 thousand relates
to supplies agreed for the following years. The remaining amount of CZK 646,564 thousand was
paid as of 31 December 2013. A significant part of the obligations relating to expenses
CZK 1,456,402 thousand include investments in railway vehicles.

31. Contingent liabilities and contingent assets

31.1. BANK GUARANTEES ISSUED
Bank guarantees as of 31 December 2013 issued by Komercnibanka, a.s. from the liability limit
of CZK 50 million.

m List of active bank guarantees provided by €D Cargo, a.s. as of 31 December 2013

Type of Reason for the issuance
In favour of guarantee Amount Currency Until of a bank guarantee

Bank guarantee for the fulfil-

WestInvest Waterfront ment of all liabilities and obli-

Towers, s.r.o0.,

Lease gations of the Lessee arising
J1a7n0|<ggcsva 15679LZC‘. | guarantee 227,267 EUR 1305ept 2014 | rom the Lease Contract with
rague 7, Holesovice, WestInvest Waterfront

Corporate ID 26178338 Towers s.r.0. - Lighthouse.

Bank guarantee in the event

HYPARKOS, s.r.o., that CD Cargo does not comply
Skrétova 490/12, Lease with the obligations stipulated
12000 Prague 2, quarantee 16.517.056 CZK 130June 2014 | the Contract for the Lease of

Buildings and Land in the Logis-
tics Centrein Lovosice.

Corporate ID 27626130

31.2. BANK GUARANTEES RECEIVED

m List of active bank guarantees received by €D Cargo, a. s. as of 31 December 2013

Reason for the

Bank guarantee Guarantee issuance of
received from provider Amount Currency until  abank guarantee

Bank guarantees
SKODA arising from contract
TRANSPORTATION, a.s., _ forwork no.
corporate ID 62623753, Komercni S$T/03/018/08/SML
with its registered office banka. as 179,550,000 CZK | 31Dec2013  dated 11 December
atBorska 2922/32, v 2008 for the "Moder-
30100 Plzen nisation of locomoti-

ves from 163 series
to 363 series" project.

32. Financial instruments

32.1. CAPITAL RISK MANAGEMENT

The Group manages its capital to ensure that it is able to continue as a going concern while op-
timising the debt and equity balance. The Board of Directors and the Supervisory Board of the
Parent Company are regularly informed about the development of debt. Any additional signif-
icant debt is subject to approval by the Parent Company's statutory bodies, i.e. the Board of Di-
rectors and the Supervisory Board.

The capital structure of the Group consists of net debt (borrowings offset by cash and bank bal-
ances) and equity of the Group (comprising share capital, funds, and retained earnings). The
Parent Company is not subject to any externally imposed capital requirements.

32.2. SIGNIFICANT ACCOUNTING POLICIES
Details of the significant accounting policies and methods adopted for each class of financial
asset, financial liability and equity instrument are disclosed in Note 2.

32.3. CATEGORIES OF FINANCIAL INSTRUMENTS

Financial assets (CZK'000) 31Dec 2013 31 Dec 2012
Cash and bank accounts 588681 239036
Derivative financial instruments 12063 17523
Loans and receivables 1814074 1936813
Total 2414818 2193372
Financial liabilities (CZK'000) 31 Dec 2013 31 Dec 2012
Derivative financial instruments 189901 100098
Trade payables, finance leases measured at amortised cost 8948176 9485350
Total 9138077 9585448

Viynosy z jednotlivych kategorii financnich aktiv jsou nasleduijici:

Financial assets (CZK'000) 2013 2012 Reported in the statement of profit or loss line
Interest on cash in bank accounts 1065 1818 Other gains
Total 1065 1818

Impairment losses on financial assets are presented in the Note ‘Trade receivables’ (Note 18)
and ‘Other financial assets’ (Note 19). No impairment was noted in respect of any other class
of financial assets.

32.4. FINANCIAL RISK MANAGEMENT OBJECTIVES

The Treasury function provides services to the Parent Company, monitors and manages the fi-
nancial risks relating to the operations of the Parent Company. Financial risks include market
risk (including currency risk, interest rate risk and commodity risk), credit risk and liquidity risk.
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32.5. CURRENCY RISK MANAGEMENT

The Group undertakes transactions denominated in foreign currencies; consequently exposures
toexchangerate fluctuations arise. These transactions predominantly include income fromin-
ternational transportation of goods and provision of services. The Group seeks to maintain the
proportion of long-term funding in the foreign currency unhedged against the currency risk at
the maximum level of 50%.

The carrying amounts of the Group'’s foreign currency denominated financial assets and finan-
cial liabilities at the end of the reporting period are as follows:

31 Dec 2013 (CZK'000) EUR usD Other Total
Financial assets 1323353 2552 212964 1538869
Financial liabilities 535470 0 137523 672993
31 Dec 2012 (CZK'000) EUR usD Other Total
Financial assets 921619 75 58 240 979934
Financial liabilities 327797 0 107 308 435105
1)an 2012 (CZK'000) EUR usD Other Total
Financial assets 901 832 4 75036 976 872
Financial liabilities 300875 0 49633 350508

32.5.1. Foreign Currency Sensitivity Analysis
The exposure to currency risks is measured by a sensitivity analysis. The Group is exposed to the
currency risk due to:

B Changesin the value of unhedged cash items denominated in foreign currencies; and
m Changes in the fair value of concluded financial derivatives.

The following table shows the impact that the strengthening of the Czech currency by one
crown in respect of the relevant foreign currencies would have on the profit and other compre-
hensive income. A positive number indicates an increase in the profit and other comprehensive
income

(@4 plok} 2012
Translation of unhedged items denominated in foreign 0 0
currencies at the end of the period

Change in the fair value of derivatives at the end of the period 0 0
Total impact on the profit for the period 0 0
Change in the fair value of derivatives at the end of the period 99995 33024
Total impact on other comprehensive income 99 995 33024

32.5.2. Currency Forwards
In line with its principles, the Group enters into currency forwards and options to cover the re-
ceived payments denominated in foreign currencies.

The table shows outstanding foreign currency forwards and options for the sale of the foreign
currency as of:

m Foreign currency forwards

Sale Average currency Foreign Nominal

(CZK'000) exchange rate currency value Fair value
31 Dec2013 26.066 EUR 86 000 -117 642
31Dec2013 25.626 EUR 23000 12560

m Foreign currency options - collar

Sale Average currency Foreign Nominal

(CZK'000) exchange rate currency value Fair value
31Dec2013 26.45-27.25 EUR 24000 -8603
31Dec2013 25.17-26.20 EUR 12000 3123

The Group concluded no outstanding foreign currency forwards and options for the purchase
of foreign currency in the years ended 31 December 2012 and 2013.

32.6. INTEREST RATE RISK MANAGEMENT

The Group is exposed to the risk of interest rate changes because it borrows funds at both fixed
and floating interest rates. The Group manages the interest rate risk by maintaining an appro-
priate mix between fixed and floating rate financing.

Concurrently, the Group concludes interest rate swap contracts in order to hedge future cash
flows resulting fromloans and borrowings with variable rates. The hedging is regularly assessed
to align the opinions on the development of interest rates with the defined level of acceptable
risk. This treatment provides for the application of the economically most effective hedging
strategies.

32.6.1. Interest Rate Sensitivity Analysis
The exposure to changes in interest rates is measured by the sensitivity analysis. The Group is
exposed to the interest rate risk due to:

m Changes in interest expenses from loans and lease with a variable rate;

m Changes in the present value of long-term provisions resulting from the change in the dis-
countrate; and

m Change in thefair value of concluded financial derivatives.

Thefollowing table shows theimpact that anincrease in interest rates of 200 basis points would
have on the profit and other comprehensive income. A positive value indicates the increase in
the profitand other comprehensive income, a negative value indicates the decrease in the profit
and other comprehensive income:

(CZK'000) 2013 2012
Interest from loans and lease with variable rate for the period 1358 2669
Change in the present value of long-term provisions at

the end of the period 7687 8075
Change in the fair value of derivatives at the end of the period 45161 67982
Total impact on the profit for the period 54 206 78726
Change in the fair value of derivatives at the end of the period 32656 39598
Total impact on other comprehensive income 32656 39598
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32.6.2. Interest Rate Swaps

Based on interest rate swap contracts, the Group agrees to exchange the difference between
fixed and floating rate interest amounts calculated on agreed notional principal amounts. Such
contracts enable the Group to eliminate the risk of changing cash flows on the issued variable
rate debt. The fair value of interest rate swaps at the end of the reporting period is determined
by discounting the future cash flows using the curves at the end of the reporting period and the
credit risk inherent in the contract, and is disclosed below. The average interest rate is based on
the outstanding balances at the end of the reporting period.

The following table details the terms of interest rate swap contracts outstanding at the end of
the reporting period.

m IRS
Average contracted Principal in CZK Fair value of assets (liabi-
31Dec 2013 fixed interest rate thousand lities) in CZK thousand
Less than 1 year 3.265% 102 391 -14 847
1to5years 3.265% 318920 -22853
Syearsand more 3.265% 201282 -1636
Total -39336

Average contracted Principal in CZK Fair value of assets (liabi-
31 Dec 2012 fixed interest rate thousand lities) in CZK thousand
Less than 1 year 3.265% 677979 -14 595
1to5years 3.265% 1432545 -34665
S yearsand more 3.265% 477901 -8 055
Total -57 315

m Hedging of the Bonds Rate

Average contracted Principal in CZK Fair value of assets (liabi-
31Dec 2013 fixed interest rate thousand lities) in CZK thousand
Less than 1 year 2.94% 1000000 -11721
1to5years 2.94% 1000000 -10014
5years and more 0
Total -21735

Average contracted Principal in CZK Fair value of assets (liabi-
31 Dec 2012 fixed interest rate thousand lities) in CZK thousand
Less than 1 year 2.94% 1000000 -10387
1to5years 2.94% 1000000 -21024
Syearsand more 0
Total -31411
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32.6.3. Interest Rate Options

In 2011, the Group concluded hedging of interest rates in respect of three lease transactions
with floating interest rates. The hedging took the form of a collar, in three individual tranches.
The hedging will be effective from 2013 to 2019. These are trading derivatives.

Principal Fair value of assets Fair value of assets

inCZK (liabilities) in CZK thou-  (liabilities) in CZK thou-

Hedged range thousand sand at 31 Dec 2013 sand at 31 Dec 2012

Less than 1 year 1.13%-3.13% 762150 -2585 -3971
1to5years 1.13%-3.13% 686457 3242 -6282
5 years and more 1.13%-3.13% 331369 662 31
Total 1319 -10222

The Group will settle the difference between the fixed and variable interest rate on a net basis.
Exchanges of payments under interest rate swaps and payments of the interest on loans are
concurrent and the amount accumulated in equity is reclassified to the profit or loss in the pe-
riod in which variable interest rates from the loan impact the profit or loss.

32.7. COMMODITY RISK MANAGEMENT

The Group is exposed to the risk of changes in the price of commodities, as the use of commodi-
ties, specifically oil and electricity, is a significant cost item of the Group. The Group manages
this risk using a combination of several instruments as follows:

m Conclusion of hedging derivatives for oil purchase; and
m The risk arising from the purchase of electricity is eliminated by the purchase of the annual
consumption for a fixed price.

32.7.1. Analysis of Sensitivity to Changes in Commodity Prices
The exposure to the changein the price of commodities is measured by the sensitivity analysis.
The Group is exposed to the risk of changes in prices of commodities due to:

m Change in the fair value of concluded financial derivatives; and
B Changes in prices of purchases of unhedged use of commaodities.

Thefollowing table shows theimpact thatanincrease in the oil price of 10% would have on the
profitand other comprehensive income. A positive value indicates the increase in the profit and
other comprehensive income, a negative value indicates a decrease in the profit and other com-
prehensive income:

(@€0)] 2013 2012
Costs of oil consumption for the period 517916 574238
Change in the fair value of derivatives at the end of the period 0 0
Total impact on the profit for the period 0 0
Change in the fair value of derivatives at the end of the period 13472 12158
Total impact on other comprehensive income 13472 12158
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32.7.2. Commodity Derivatives
The Parent Company used a commodity swap to hedge the price of oil.

The table shows outstanding commodity contracts for the purchase of oil as of 31 Decem-
ber 2013:

Hedged average Volume Fair value
Purchase of oil price (USD/mt) of contracts (mt) (CZK thousand)
31Dec 2013 17637.17 7200 8159
31Dec 2012 17 348.62 6900 691

32.8. CREDIT RISK MANAGEMENT
Credit risk refers to the risk that a counterparty will default on its contractual obligations re-
sulting in a financial loss to the Group.

The Group seeks to trade only with creditworthy counterparties whom the Group reviews on
an ongoing basis using publicly available information and internal data. The Group's exposure
and credit ratings of its counterparties are continuously monitored.

The credit risk on liquid funds and derivative financial instruments is limited because the coun-
terparties are banks with high credit-ratings assigned (the investment grade is required).

The carrying amount of financial assets recognised in the consolidated financial statements on
a net basis, which is net of impairment losses, represents the Group’s maximum exposure to
credit risk.

32.9. LIQUIDITY RISK MANAGEMENT
The liquidity risk in the Group is managed in respect of the permanent provision of a sufficient
volume of available funds necessary for the settlement of financial liabilities.

On a daily basis, the Group assesses the available funds and cash flows and liquidity develop-
ment. Pursuant to these assessments, the Group decides on an optimal use of operating finan-
cial sources, consisting primarily of overdraft loans and the cash-pool limit. In order to
strengthen its financial stability, the Group increases long-term financial sources on a continu-
ous basis. In order to further increase the cash flow stability, the Group used a lease-back for
ten modernised 363.5 series traction vehicles in 2013. The Parent Company issued bonds in the
aggregate volume of CZK 2.5 billion and has available a bill of exchange programme in the ag-
gregate amount of CZK 1.5 billion which, however, was not used during 2013.

32.9.1. Liquidity and Interest Rate Risk Tables

Thefollowing tables detail the Group’s remaining contractual maturity forits financial liabilities.
The tables have been drawn up based on the undiscounted cash flows of financial liabilities
based on the earliest date on which the Group can be required to pay. The tables include both
interest and principal cash flows. To the extent that instruments carry the floating rate, the
undiscounted amount is derived from interest rate curves at the end of the reporting period
and may change if interest rates differ from the estimates. The contractual maturity is based
on the earliest date on which the Group may be required to pay.

31 Dec 2013 Less than 1-3 3 months 1year - 5years

(CZK'000) 1 month months to1lyear Syears and more Total
Non-interest bearing 1312216 821455 238843 156714 1636 2530864
Finance lease 75016 110067 420684 2039156 | 1111903 3756826
liabilities

Variable interest 846 420 3454 1096323 1108979 0 3055176
rate instruments

Fixed interest rate 0 0 19668 605 045 75 624788
instruments

Total 2233653 934976 1775518 3909894 1113614 9967654
31Dec 2012 Less than 1-3 3 months 1year - 5years

(CZK'000) 1 month months tolyear 5years and more Total
Non-interest bearing 1129352 1317261 500960 234959 8055 3190587
Finance lease 89351 157492 632969 1658070 918159 3456041
liabilities

Variable interest 861089 23297 94829 2173066 0 3152281
rate instruments

Fixed interest rate 15 30 19730 608421 26618 654814
instruments

Total 2079807 1498080 1248488 4674516 952832 10453723

(The following tables present the Group's expected maturity for its financial assets. The tables
have been drawn up based on the undiscounted cash flows of financial assets reflecting the an-
ticipated maturity period. The table includes cash flows from the interest and principal.

31 Dec 2013 Less than 1-3 3 months 1year - 5years

(CZK'000) 1 month months to1lyear Syears and more Total
Non-interest bearing 2115472 276200 11603 5106 662 2409043
Fixed interest rate 0 0 0 5775 0 5775
instruments

Total 2115472 276 200 11603 10881 662 2414818
31 Dec 2012 Less than 1-3 3 months 1year - 5years

(CZK'000) 1 month months to1lyear Syears and more Total
Non-interest bearing 1933183 227 487 18519 3211 0 2182400
Fixed interest rate 0 0 0 10772 200 10972
instruments

Total 1933183 227 487 18519 13983 200 2193372
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The amounts included above for variable interest rate instruments for both non-derivative fi-
nancial assets and liabilities are subject to change if changes in variable interest rates differ from
those estimates of interest rates determined at the end of the reporting period.

32.9.2. Financing Facilities
The Group uses the following financing facilities:

(CZK'000) 31Dec 2013 31 Dec 2012
Cash-pool:
loan facility at 600000 -
balance at 600000 -

Overdraft loans:
loan facility at 1200000 1810000
balance at 355309 950494
Bill of exchange programme:
loan facility at 1500000 1500000

balance at 1500000 -

32.10. STRATEGY FOR THE GROUP’S FUNDING IN SUBSEQUENT YEARS

32.10.1. Lease-Back

In 2013, the Parent Company made the second tranche of the lease-back of modernised 363.5
series traction vehicles. For 2014, the Parent Company is planning to use the lease-back for the
funding of the modernisation of the last 10 locomotives from the 163 series to the 363.5 series.

32.10.2. Operating Bank Loans

In funding its operating needs, CD Cargo uses overdraft loans in the maximum amount of CZK
1.2 billion provided by four banks and the limit of possible drawings as part of the involvement
of the Company in the group cash-pooling in the amount of CZK 600 million. The increase in
competition among the banks allowed the Company to secure lower interest rates. The strati-
fication of the lending to several financing entities results in the risk of the termination of the
funding being sufficiently diversified.

32.10.3. Bill of Exchange Programme
The Group has the possibility to use the approved bill of exchange programme if needed. This
programme is currently not used.

32.10.4.Bonds

With aview to securing the mid-term and long-term sources of funding to increase the stability
of the Company's cash flows, the relevant bodies of the Parent Company CD Cargo, a.s. ap-
proved the bond programme in the aggregate amount of CZK 6 billion for 10 years. In 2011,
threeissues were gradually placed up with the total nominal value of CZK 2 billion. In 2012, an-
other two issues of bonds in the aggregate nominal value of CZK 500 million were placed. This
form of funding increases liquidity and financial stability of the Company.

32.10.5. Leases

Tofulfil the strategic task involving the long-term achievement of the required level of financial
stability and the strengthening of the cash flow, the Company has the objective of arranging
for leases to become an achievable form of long-term funding in 2014.

32.10.6. Summary

The structure of funding above creates a desired framework that allows the Group to maintain
financial stability with the possibility of flexibly using individual forms as deemed appropriate
or necessary.
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Based on the planned funding structure, the Group will achieve a sufficient volume of available
sources for fundingits operating and investment activities with a sufficient reserve for potential
unfavourable developments (shortfall in sales, change in the payment discipline, payment
terms, legislative changes, etc).

32.11. FAIR VALUE OF FINANCIAL INSTRUMENTS

32.11.1. Fair Values of Financial Instruments Carried at Amortised Cost
The Group considers that the carrying amounts of financial assets and financial liabilities recog-
nised at amortised cost in the consolidated financial statements approximate their fair values.

The fair value of the lease as of 31 December 2013 amounts to CZK 3,720,729 thousand. The
fair value of leases calculated with the fixed rate is determined by the recalculation according
to the current rate. This up-to-date rate is generated based on the margin of the most recent
lease transactions and market interest rate applicable as of the year-end which is subsequently
used to recalculate the remaining payable of fixed leases.

The fair value of bonds as of 31 December 2013 amounts to CZK 2,476,240 thousand. The fair
value of bonds is recalculated based on the up-to-date issue rate communicated by individual
banks.

32.11.2. Valuation Techniques Applied for the Purposes of Measuring Fair Value
The fair values of financial assets and financial liabilities are determined as follows.

m Thefairvalues of financial assets and financial liabilities with standard terms and conditions
and traded on active liquid markets are determined with reference to quoted market prices.

B The fair values of other financial assets and financial liabilities (except for financial deriva-
tives) are determined in accordance with generally accepted pricing models based on dis-
counted cash flow analysis using prices from observable current market transactions, dealer
quotes for similar instruments and an appropriate yield curve with the corresponding dura-
tion as appropriate.

m The fair values of financial derivatives are calculated using quoted prices. If these prices are
not available, linear derivatives are measured using discounted cash flows by means of
quoted foreign exchange currency rates, quoted prices of commodities and an appropriate
yield curve corresponding to the validity of contracts. An option valuation model is used for
derivatives that include an option.

32.11.3. Fair Value Measurements Recognised in the Statement of Financial Position
Financial instruments measured at fair value are grouped into Levels 1 to 3 based on the degree
to which the fair value is observable:

m Level 1fairvalue measurements are those derived from quoted prices (unadjusted) in active
markets for identical assets or liabilities;

m Level 2 fair value measurements are those derived from inputs other than quoted prices in-
cluded within Level 1 that are observable for the asset or liability, either directly (i.e. as prices)
orindirectly (i.e. derived from prices); and

B Level 3 fair value measurements are those derived from valuation techniques that include
inputs for the asset or liability that are not based on observable market data (unobservable
inputs).

All financial instruments measured at fair value recognised by the Group as of 31 December
2013, 31 December 2012 and 1 January 2012 are included in Level 3. Financial assets available
for sale include equity investments the fair value of which cannot be reliably determined and
hence are measured at cost.
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m Reconciliation of Level 3 fair value measurements of financial assets and liabilities:

(CZK'000) Available-for-sale financial assets - derivatives
Balance at 1 January 2012 -34983
Total gains or losses -52884
in profit or loss -43 389
in other comprehensive income -9495
Sales/settlement 5291
Balance at 31 December 2012 -82576
Total gains or losses -92335
in profit or loss 21217
in other comprehensive income -113552
Sales/settlement -2928
Balance at 31 December 2013 -177 839

32.11.4. Derivatives - Other Comprehensive Income

(CZK'000) 31 Dec 2013 31 Dec 2012
Total other comprehensive income -116 480 -4204
Settlement -2928 5291
Change in the fair value -113552 -9495

33. Post balance sheet events

Management of the Parent Company decided to sell its equity investment in the subsidiary
CD Interport, 5.1.0.; the 51 % equity investment was sold on 15 January 2014.

On 4 February 2014, Ceské drahy, a.s., as the sole shareholder of CD Cargo, a.s., acting in
the capacity of the General Meeting, decided to reduce the number of the members of the
Company's Board of Directors to three by way of changing the Articles of Association of
CD Cargo, a.s., which took effect on 17 February 2014 and additionally recalled members of the
Board of Directors, Vaclav Andrysek and Pavel Lamacz, at its meeting. Their memberships on
the Board of Directors expired on 4 February 2014 and 16 February 2014, respectively. In addi-
tion, it appointed Karel Adam a new member of the Board of Directors. His membership com-
menced on 17 February 2014.

On 21 February 2014, Ceské drahy, a.s., as the sole shareholder of CD Cargo, a.s., acting in the
capacity of the General Meeting, decided to recall members of the Supervisory Board of
CD Cargo, a.s., Dalibor Zeleny and Zdenék Zemlicka, at its meeting. Their memberships on the
Supervisory Board expired on 21 February 2014. Another point on the meeting’s agenda was
the election of Daniel Kurucz and Michal Zdének as members of the Supervisory Board of
CD Cargo, a.s. with effect from 22 February 2014.

On 11 March 2014, Ceské drahy, a.s., as the sole shareholder of CD Cargo, a.s., acting in the
capacity of the General Meeting, decided to increase the number of the members of the
Company'’s Supervisory Board to seven by way of changing the Articles of Association of
CD Cargo, a.s., which took effect on 15 March 2014 and additionally recalled members of the
Supervisory Board, Miroslav Zame¢nik and Dusan Svoboda, at its meeting. Their memberships
on the Supervisory Board expired on 11 March 2014. Another point on the meeting’s agenda
was the election of Ludvik Urban and Jan Kasal as members of the Supervisory Board of
CD Cargo, a.s. with effect from 12 March 2014 and Pavel Krtek as a member of the Supervisory
Board of CD Cargo, a.s. with effect from 16 March 2014.

34. Approval of the consolidated financial statements

The consolidated financial statements were approved by the Board of Directors and authorised
forissue on 28 March 2014.

17 Significant Post Balance Sheet Events

CD Cargo, a.s. sold its equity investment (51 %) in CD Interport, s.r.0. to INTERPORT PARTNERS
GROUP, a.s.in January 2014. The change in the owner was recorded in the Register of Compa-
nies as of 31 January 2014.

On 27 January 2014, the Board of Directors of Ceské drahy, a.s., as the sole shareholder of
CD Cargo, a.s., approved a change in the Articles of Association of CD Cargo, a.s., in the
following points, the sixteenth change in the Articles of Association took effect on 17 February
2014 (inno.4119/2014 dated 27 January 2014).

On 11 March 2014, the Board of Directors of Ceské drahy, a.s., as the sole shareholder of
CD Cargo, a.s., approved the change in the Articles of Association of CD Cargo, a.s. in the follo-
wing points, the seventeenth change in the Articles of Association took effect on 15 March 2014
(inno.4195/2014 dated 11 March 2014).
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18 Report on Relations between Related Parties

Report of the Statutory Body of the Company on relations between the related parties prepared
pursuant to the provisions of Section 82 of Act No. 90/2012 Coll., on Business Corporations and
Cooperatives, as amended.

The statutory body of CD Cargo, a.s., with its registered office at Jankovcova 1569/2¢, Prague
7 - HoleSovice, 170 00, corporate ID: 281 96 678, recorded in the Register of Companies held
by the Municipal Court in Prague, File B, Insert 12844, prepared this report for the reporting
period from 1 January 2013 to 31 December 2013 in compliance with Section 82 of Act No.
90/2012 Coll., Act on Business Corporations and Cooperatives, as amended.

The accuracy of the data provided in this report is subject to audit by an independent auditor.
The report is attached to the annual report and the statutory body ensures its inclusion in the
collection of documents held by the relevant Commercial Court.

ARTICLE L.

Structure of relations between the Controlling Entity and Controlled Entity and the
Controlled Entity and Entities Controlled by the Same Controlling Entity

1) Controlling Entity:

Entity: Ceské drahy, a.s.,

Having its registered office in: Prague 1, Nabrezi L. Svobody 1222,11015

Corporate ID: 70994 226

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

Petr Zaluda - Chairman of the Board of Directors before 30 July 2013

Dalibor Zeleny, Chairman of the Board of Directors since 30 July 2013

Daniel Kurucz, member of the Board of Directors since 30 July 2013

Pavel Svagr, member of the Board of Directors from 30 July 2013 to 15 August 2013
Karel Otava, member of the Board of Directors since 16 August 2013

Ctirad Necas, member of the Board of Directors before 30 July 2013

Miroslav Sebefia, member of the Board of Directors before 30 July 2013

Roman Bocek, member of the Board of Directors before 30 July 2013

(hereinafter the"Controlling Entity")

2) Controlled Entity:

Entity: €D Cargo, a.s.

Having its registered office in: Prague 7, HoleSovice, Jankovcova 1569/2¢, 170 00
CorporateID: 28196678

Recorded at the Commercial Court in Prague, Section B, File 12844

Petr Zaluda - Chairman of the Board of Directors before 31 July 2013

OldFich Mazének, Chairman of the Board of Directors since 26 August 2013

ZbySek Waclawik, member of the Board of Directors from 24 June 2013 to 1 August 2013
Pavel Lamacz, member of the Board of Directors since 1 August 2013

Zdenék Meidl, member of the Board of Directors since 26 August 2013

Vaclav Andrysek, member of the Board of Directors since 26 August 2013

Petr May, member of the Board of Directors before 11 November 2013

Vlastimil Chobot, member of the Board of Directors before 31 May 2013

(hereinafter the"Controlled Entity")

3) Entities Controlled by the Controlling Entity - Related Parties
m €D Cargo, a. s., with ts registered office at Jankovcova 1569/2¢, Prague 7, HoleSovice,

17000, Corporate ID-28196678, recorded at the Municipal Court in Prague, File B,
Insert 12844

m €D - Telematika a.s., with its registered office at Pernerova 2819/2a, Prague 3, 130 00,
Corporate ID-61459445, recorded at the Municipal Court in Prague, File B, Insert 8938

m CDT- Informaéni Systémy, a.s., with its registered office in Prague 3, Zizkov, Pernerova
2819/2a, 13000, Corporate ID-24829871, recorded at the Municipal Court in Prague, File
B, Insert 17064

m €D Reality a.s., with its registered office in Dejvice, Vaclavkova 169/1, Prague 6, 160 00,
Corporate ID-27195872, recorded at the Municipal Courtin Prague, File B, Insert 9656

m €D travel, s.r.o., withits registered office at Perlova 370/3, Prague 1 - Staré Mésto, 110
00, Corporate ID-27364976, recorded at the Municipal Courtin Prague, File C, Insert
108644

m Dopravni vzdélavaci institut, a.s. with its registered office at Husitska 42/22, Prague 3-
Zizkov, 130 00 (hereinafter"DVI"), Corporate ID-27378225, recorded at the Municipal
Courtin Prague, File B, Insert 10168

m DPOV, a.s., with its registered office at Husova 635/1b, Pferov, 751 52, Corporate
ID-27786331, recorded at the Regional Courtin Ostrava, File B, Insert 3147

m RailReal a.s., with its registered office at OlSanska 1a, Prague 3, 130 00, Corporate ID-
26416581, recorded at the Municipal Court in Prague, File B, Insert 6888

m RAILREKLAM, spol.s r.o., with its registered office in Prague 4 — Nusle, Stétkova
1638/18, 14000, Corporate ID: 17047234, recorded at the Municipal Courtin Prague, File
C, Insert 2041

m Smichov Station Development, a.s., with its registered office at U Sluncové 666/12a,
Karlin, Prague 8, 180 00, Corporate ID-27244164, recorded at the Municipal Court in
Prague, File B, Insert 9949

m Vyzkumny Ustav Zelezniéni, a.s., with its registered office at Novodvorska 1698, Prague
4,Branik, 142 01, Corporate ID-27257258, recorded at the Municipal Court in Prague, File
B, Insert 10025

m Centrum HoleSovice a.s., with its registered office in Prague 1, Revolucni 767/25,
11000, Corporate ID-27892646, recorded at the Municipal Court in Prague, File B, Insert
11830

m Zizkov Station Development, a.s., with its registered office in U Sluncové 666/12a, Kar-
lin, Prague 8, 180 00, Corporate ID-28209915, recorded at the Municipal Court in Prague,
File B, Insert 13233

(The Controlled Entity, the Controlling Entity and other entities controlled by the Controlling
Entity are hereinafter referred to asrelated entities”)

The structure of mutual relations between related entities can be described as follows: the Con-
trolling Entity exercises its shareholder rights based on the applicable Articles of Association (in
joint stock companies) or Deeds of Association (in limited liability companies). Specifically in respect
to the Controlled Entity, the Controlling Entity is its sole shareholder and exercises its shareholder
rights through decisions made as part of the General Meeting of the Controlled Entity and the Con-
trolled Entity implements these decisions in its conditions. In the CD Group, the Controlled Entity
provides the freight railway transportation of goods with a set of related services. Through the
Controlled Entity, the Controlling Entity is able to indirectly exerciseits influence on the subsidiaries
of the Controlled Entity. Related parties enter into standard business and obligations relations.

Through the Controlled Entity, the Controlling Entity also can indirectly exerciseits influence in
the subsidiaries of the Controlled Entity.

ARTICLE II.

List of activities in the reporting period at the initiative or in the interest of the Con-
trolling Entity or related parties regarding the assets exceeding 10% of the equity of
the Controlled Entity

Given that 10% of the equity of the Controlled Entity identified by the most recent financial
statements amounts to CZK 604,922 thousand, no such activities were identified in the year
ended 31 December 2013.
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ARTICLE Il

Contracts and Agreements Concluded between Related Entities

During the relevant reporting period (year ended 31 December 2013), the following trade agree-
ments were concluded between the Controlled Entity and the Controlling Entity and other en-
tities controlled by the Controlling Entity:

Number of contracts concluded during the reporting period:

Name of the partner entity: Contract  Purchase Lease Other Total
forwork  contract
Centrum Hole3ovice, a.s. 0 0 0 0 0
CD-Informatni Systémy, a.s. 6 0 0 3 9
Ceské drahya.s. 6 1 2 28 37
CD - Telematika, a.s. 0 0 0 0 0
CDReality, a.s. 0 0 0 0 0
CD travel, s.r.o. 0 0 0 2 2
Dopravni vzdélavaci institut, a.s. 0 0 0 0 0
DPOV, a.s. 3 0 0 3 6
RailReal a.s. 0 0 0 0 0
RAILREKLAM, spol. sr.0. 0 0 0 0 0
Smichov Station Development, a.s. 0 0 0 0 0
Vyzkumny Ustav Zeleznicni, a.s. 0 0 0 2 2
Zizkov Station Development, a.s. 0 0 0 0 0
Total 15 1 2 38 56

Inthe reporting period, mutual sales and purchases between related parties included business
transactions arising from both contracts concluded in the reporting period (ie year ended
31 December 2013)and from contracts not concluded in the reporting period (ie contracts con-
cluded in previous periods that were applicable and effective in the reporting period) as follows:

Sales of CD Cargo a.s. Purchases of €D Cargo, a.s.
Name of the partner entity: in CZK thousand in CZK thousand
Ceské drahy a.s. 24,738 1,967,938
CD - Telematika, a.s. 130 16,732
Vyzkumny Ustav Zeleznicni, a.s. 10,213 0
DPOV, a.s. 4,886 121,369
CD - Informagni Systémy, a.s. 0 142,648
Dopravni vzdélavaci institute, a.s. 0 16,204
CD travel, s.r.o. 0 13,955
Smichov Station Development, a.s. 0 0
Zizkov Station Development, a.s. 0 0
Centrum HoleSovice a.s. 0 0
RAILREKLAM, spol. s r.0. 0 5,230
Total 39,967 2,284,076
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The Board of Directors declares that it identified relations between the relevant related parties
according to the current list of related parties and described these relations in the Report on
Relations.

Article IV.

Assessment as to whether the Controlled Entity incurred detriment and method of its
settlement

The Controlled Entity incurred no detriment in the reporting period from 1 January 2013 to
31 December 2013:

m Inconnection with the contracts and agreements concluded in the reporting period between
the Controlled Entity and the Controlling Entity or other related parties, based on which con-
sideration was provided or received;

® [n connection with providing or receiving consideration in the reporting period pursuant to
valid and effective contracts and agreements entered into between the Controlled Entity and
the Controlling Entity or other related parties before 1 January 2013;

m Inthereporting period from 1 January 2013 to 31 December 2013, no legal acts were realised
between the Controlled Entity and the Controlling Entity or other related parties in the in-
terest or at the initiative of the Controlling Entity or another related party; and

m No measures were taken or implemented by the Controlled Entity in the interest or at the
initiative of the controlling or other related party causing detriment, benefit, advantage or
disadvantage.

During the reporting period from 1 January 2013 to 31 December 2013, no legal acts were re-
alised by the Controlled Entity in the interest of other related entities other than common legal
acts.

Article V.
Measures between Related Entities

During the reporting period from 1 January 2013 to 31 December 2013, no measures were taken
by the Controlled Entity in the interest or at the initiative of another related entity other than
common measures implemented by the Controlling Entity as the shareholder in relation to the
Controlled Entity. All contracted consideration, provided or received by the Controlled Entity
(which prepared this report), was offset by contracted payments. These payments were con-
tracted with volumes, places and times similar to common practice, atarm’slength, and no ad-
vantages or disadvantages were provided. The Controlled Entity incurred no detriment from
the concluded contracts, other legal acts or measures between the related entities pursuant to
Section 71 of Act No. 90/2012 Coll., on Business Corporations and Cooperatives, as amended.

Article VI.
Confidentiality of Information

Confidential information in the CD Group includes information and facts that are part of the
trade secrets of the related entities and information described as confidential by any related en-
tity. Confidential information further comprises all trade relation information that could, in it-
self or in connection with other information or facts, cause detriment to any of the related
entities. To avoid causing detriment to the Controlled Entity, the report of the Statutory Body
of the Controlled Entity does notinclude a detailed breakdown of the above-mentioned items.
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Article VII.
Conclusion

This report was prepared by the Statutory Body of the Controlled Entity, CD Cargo, a.s., and
presented to the auditor, who audits the financial statements pursuant to specific legislation.

According to Section 83 (3) of Act No. 90/2012 Coll., Act on Business Corporations and Cooper-
atives, as amended, the report is not subject to a review by the supervisory body of the Con-
trolled Entity as the Controlling Entity of the Controlled Entity is the sole owner — Ceské drahy,
a.s. The report will be filed in the Collection of Documents maintained by the Register of Com-
panies held by the Municipal Court in Prague.

In Prague on 24 March 2014

Signature of the Chairman of the Board of Directors and a member of the Board of Directors of
the Controlled Entity CD Cargo, a.s.:
4

7

Oldfich Mazanek Zdenék Meidl
Chairman of the Board of Directors Member of the Board of Directors

19 List of Abbreviations

AEO
APS

BOZP

ép

épc

DISC OR
DOMIN
Eas, ,Rs,Res
EMAN

EMS

GR

HV

HzS

IFRS

ISOR

ISR

Jos
KADR
EE
oKV
0sZ
P)
PPS
PRIS
PROBIS
QMs
SOKV
sZpc
uIC
UpIv
ZKv

ZP

Authorised Economic Operator

automated workstation driver

health and safety protection at work

Ceské drahy, a.s.

CD Cargo, a.s.

dispatching system - operational management
database infrastructure constraints

business series of freight wagons

editing, modelling and analysis of the freight transportation plan
Environmental Management System

General Directorate

traction vehicles

Fire Brigade

International Financial Reporting Standards
Operational Management Information System

European Central System for the Monitoring of Movements of Freight
Wagons and Consignments

organisational structure unit

Information System - Rail Capacity
extraordinary events

rail vehicle repair plant

Railway Workers Union

operating unit

border crossing

operational information system

Operational and Business Information System
Quality Management System

rail vehicle repair service centres

Sprava zeleznicni dopravni cesty, statni organizace
International Union of Railways

central forming of trains

railway vehicles

environment

147



20 Identification and Contact Details

Business name: €D Cargo, a.s.

Registered office: Prague 7, HoleSovice, Jankovcova 1569/2¢, 170 00
Corporate ID: 28196 678

Tax1D: CZ 28196678

Register Court: Prague

File no.: Section B, File 12844

Telephone: +4209722 42100

Fax:+420972242101

Data box: 8tscdpg

E-mail: press@cdcargo.cz

Http: www.cdcargo.cz

Customer Infoline:
Telephone: +420 9722 42 255
Fax: +420972242103

E-mail: info@cdcargo.cz
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Czech Railways Group





