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The strategic goal of the joint stock company CD Cargo
IS to keep its leading position on the railway freight
transport market in the Czech Republic and the
Central European region as well as to be an effective,
customer oriented company.
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Mission, Vision and Goals

The joint 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 of industrial and agricultural com-
modities, raw materials, fuels, goods, containers and oversized loads.
The Company leases freight cars and provides rail siding services and
other transportation services. The future activities of CD Cargo, a.s. will
focus 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 with respect to reducing the
environmental impacts of transportation in the interest of securing sus-
tainable development. For CD Cargo, a.s., the unified internal EU market
and the opening of the international railway transport market have be-
come an incentive for seeking new business opportunities. With its volu-
me 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 on the freight transport market in the Czech Republic
and the Central European region.
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Company Profile Basic Economic Indicators

CD Cargo, a.s. was formed on 1 December 2007 following the investment m Index 12/11

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.

Structure of assets and liabilities (CZK million)

Total assets 14932 15664 15652 15672 15987 0.95
Fixed assets 12253 12957 13045 12 424 12282 0.95
Name, Address and Identification Equity 6049 8009 7967 8230 8 282 0.76
Of the COm PanV Structure of profit/loss (CZK million)
Business entity: ¢D Cargo, a.s. Operating profit or loss -1408 314 -125 8 593 -4.49
Registered office: Prague 7, HoleSovice, Jankovcova 1569/2c, 170 00 Profit of loss before ¢ > 047 I s 178 74 186.28
Corporate ID: 28196678 rotitorfoss before tax - - ) oo

Recorded in the Register of Companies held by the Municipal Court

! . Structure of revenues (CZK million)
in Prague, File B, Insert 12844.

Total revenues 15405 15042 14984 15003 17 800 1.02

BaSiC Characteristics of the cOmpany Sales of own products and services 13928 14 404 14121 13272 17 109 0.97

- . . Financial indicators
CD Cargo, a.s., provides the railway transport of goods and comprehen-

sive related services. The goal of the Company is to improve its leading Turnover of assets (total revenues/total assets) 1.03 0.96 0.96 0.96 1.11 1.07
position and to be the driving force in the freight transport market in the
Czech Republic and the Central European region. Indebtedness (liabilities/total assets) 0.59 0.49 0.49 0.47 0.48 1.22

L . - . . . Liquidity (current financial assets/current liabilities, 0.05 0.03 0.07 0.05 0.05 1.67
The principal business activity — railway transportation of goods — is quidity ( )
structured into two principal segments: Employees
" Transportation of complete trains; and Average headcount recalculated to FTE (number of employees) 8910 9207 9573 10378 11394 0.97
= Transportation of individual wagon loads.

Total revenue per employee (CZK/employee) 1728954 1633736 1565198 1445675 1562209 1.06

The above segments are structured by the type of transportation as follows: Added value per employee (CZK/employee) 612600 678 452 598 224 542148 561 505 0.90
" tocal;t *) Figures relate to the 2008 calendar year; they do not correspond with the accounting values reported for the reporting period ended 31 December 2008.
= Export;
= Import; and
= Transit.
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Major Events in 2012

January

= On1)anuary, the prices for the use of the railway route were significantly
adjusted; primarily due to the increase in certain rates on regional routes.

= On 16 January, CD Cargo started to transport waste soil from Staré
Mésto u Uherského Hradisté to Mydlovary in Innofreight containers.

= Approval of the proposal of a new operational model under the “Trade
Transformation” project.

February

m Start of the installation of radio equipment intended for the commu-
nication in the GSM-R system in line with the EIRENE European stan-
dard (TSI management and security) to CD Cargo locomotives. Under
this engagement, equipment worth almost CZK 90 million was instal-
led into 197 selected vehicles. It was completed in June 2012.

March

= Transportation of new units of 675 series manufactured by Skoda
Vagonka in Ostrava to Ukraine.

= Since March 2012, trains carrying overseas coal from the Swinouj$cie
port through Petrovice u Karviné to Haniska pfi KoSiciach for US Steel
have been operated regularly. The Stfela project is implemented as
a cooperative project by ZSSK Cargo, CD Cargo, Koleje Czeskie and
STK, with one locomotive on the entire track.

April
= On 17 April, humanitarian material was transported from Ostrava to

Broumov in cooperation with CD Cargo as part of the humanitarian
collection organised by Charita Ostrava and Diakonie Broumov.

May

m Theoperator of the combined transportation, Metrans, launched new-
ly-developed progressive 80" four-axle container vehicles into operati-
on. These vehicles are currently integrated into CD Cargo trains.

June

= (D Cargo, a.s. transported the equipment of the Czech football team
to Wroclaw in Poland for the European Championship.

= On 7 June, the transportation of the distillery device from Pacov
to Kokand in Uzbekistan was started with the participation of
Pacovské strojirny, Talmax Engineering and the subsidiary CD Cargo
in Bratislava.

= On 21 )une, atactical training programme for the NAKLAD 2012 inte-
grated rescue system units was held in the Vodnany railway station in
cooperation with CD Cargo, a.s.

August

= On 1 August, the transportation of bottled Korunni water was star-
ted from Obrnice to Olomouc in the Cargo Plus system.

= In the first week of August, the route for the transportation of coal
from Karvind to Linz ironworks was definitively changed from the
Horni DvofiSté border crossing to the Bfeclav border crossing.

= On 8 August, CD Cargo, a.s. transported a huge transformer of
216 tonnes from Croatia to Hluboka nad Vltavou.

= On 15 August, the transportation of construction rubble and soil after
the clean-up of an area in Prague — Polygon Kolbenova in Innofreight
containers was started.

= Between 13 and 18 August, the non-traditional track panels were
transported from Beroun and Zdice to Ostruznd and Jindfichov in
Moravia.

= On 28 August, operations of the Mattoni express were officially star-
ted - a train transporting Mattoni mineral waters from Kyselka to
Prostéjov in cooperation with Autodoprava Hanzalik.

= At the end of August and the beginning of September, the number
of trains with truck semitrailers between Rostock and Brno was in-
creased.

September

= CDCargo, a.s. received a special prize from the Ministry of Environment
in the “Clear Road"” competition for the project entitled “Supply of
Plzenska teplarenska with wood wafer through collection from indivi-
dual suppliers in the Innofreight containers system”.

m On 27 September, the “Corridor E: ERTMS railway equipment in the
Czech Republic” project was initiated, ie the construction of the
European security ETCS equipment on the SZDC network.

= On 30 September, the "Analysis and detailed design of the customer
centre” project was completed.

October

= On 1 October, the operation of the Morava line train was started in co-
operation with DB Schneker Rail Polska transporter.

= Start of the restructuring programme of CD Cargo with the objective of
optimising the system of transporting individual vehicles without any li-
mitations to the scope of offered services

November

= On 1 November - implementation of the deliverables from the “Trade
Transformation” project into the organisational structure and organisa-
tional order of CD Cargo.

= On 1 November, the Czech customs authority confirmed the extension
of the AEO certificate to CD Cargo. CD Cargo was the third railway enti-
ty in Europe to obtain the AEO certificate.

= On 9 November, a train from Wuhan in China, transporting components
for electronics manufacturing in containers, arrived at the intermodal
transportation terminal in Mélnik.

December

= At the end of November and the beginning of December, the transpor-
tation of gypsum from the power plant in PoCerady to the repository in
Mydlovary, was tested using Innofreight technology.

= On 1 December, the regular transportation of paper from MONDI Stéti
to the CD Cargo warehouse in Lovosice started.

ANNUAL REPORT 2012 OF CD CARGO, A.S.
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Opening Statement

ANNUAL REPORT 2012 OF CD CARGO, A.S.

of the Chairman of the Board of Directors

Dear Business Partners, Shareholders, Ladies and Gentlemen,

The year 2012 was undoubtedly one of the most difficult periods in the
history of CD Cargo, a.s., which was a clear indication that there is a need
for significant restructuring if the Company is to continue its operations
on the Czech transportation market and in Europe.

We saw a year full of hard work in which it was necessary to start
internal restructuring and optimisation, which is now bringing forth its
first positive effects. The Company initiated a number of partial projects
that resulted in cost savings and the implementation of trade measures
in relation to our customers with the objective of building mutually-
beneficial relations and strategic partnerships. CD Cargo, a.s. is one of
the key transporters in freight railway transportation in the European
region and has the ambition to be a leader in the Central European region
and a stable partner for its customers thanks to all adopted measures in
2012 and a feasible business plan for 2013, implemented restructuring
and optimisation and search for new opportunities for growth.

We entered 2013, in which all our partners expect us to successfully
start the economic growth of the Company and enter new markets in the

medium-term horizon line, present new products and increase the satis-
faction of our customers.

It is more than evident that the growth of CD Cargo, a.s. cannot be star-
ted only on the transportation market in the Czech Republic, but that it
isimportant to leave behind “traditional solutions” and focus on the ma-
ximum fulfilling of customer needs to find new and smart solutions, and
implement them rapidly and effectively.

When you read through this annual report, you will find the summary
of economic results, indicators and all other information that can be
found in every annual report, but you will also find other information
that documents the fact that CD Cargo, a.s. is entering a new period with
feasible ambitions.

I firmly believe that CD Cargo, a.s. is and will continue to be a reliable
partner that provides the highest quality of services to its customers not
only in short-term relations, but also long-term strategic partnerships
that will be mutually-beneficial for the existing and new customers.

Sincerely

2.0 .0
Petr Zaluda
Chairman of the Board of Directors
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Statutory Bodies

and Management of the Company

CD Cargo, a.s., is wholly owned by Ceské drahy, a.s., which acts in the
capacity of the General Meeting, ie the Company's supreme body. The
Company's statutory body is the Board of Directors, which compri-
ses three members; the Company’s oversight body is the Supervisory
Board, which has five members. The Company’s advisory and initiati-
ve body is the Administration Board, which comprises three members,
who are elected by the General Meeting based on nominations by the
Ministry of Transport of the Czech Republic. The Company established
a three-member Audit Committee, its members were appointed by the
sole shareholder.

Board of Directors

1. Petr Zaluda

Chairman of the Board of Directors (member since 2 October 2012,

Chairman since 9 October 2012), age: 46

Petr Zaluda graduated from the Brno University of Technology; he
completed study programmes at Utrecht University and Sheffield
Business School. He worked at Stork Demtec as a Country Manager.
From 1993 to 1996, he acted as a Branch Office Manager at Ernst
& Young. In 1998, Petr Zaluda became Chief Executive Officer and
Chairman of the Board of Directors at Winterthur Pension Fund.
Between 2002 and 2006, he managed the Winterthur Group in the
Czech Republic and Slovakia. In 2007, Petr Zaluda became the Chief
Executive Officer of AXA, acting as the Country CEO for the Czech
Republic and Slovakia. Since 1 February 2008, he has held the positi-
on of the Chairman of the Board of Directors and the Chief Executive
Officer of CD, a.s. In October 2012, he was appointed the Chairman
of the Board of Directors of CD Cargo, a.s.

2. Petr May

Member of the Board of Directors (since 25 September 2012); age: 49

He graduated from the University of Economics in Prague. He spent
one year in a fellowship in tax and accounting advisory with a focus on
European tax and accounting systems in Nuremberg, Germany. During
his career, he held positions on Boards of Directors and management po-
sitions in economic sections in a number of reputable companies, such as
Benckiser, Triton Bohemia and Grey Worldwide. Since 2010, he has wor-
ked for CD Cargo, a.s. Since 25 September 2012, he has been a member of
the Board of Directors of CD Cargo, a.s. and concurrently the CFO.

3. Vlastimil Chobot

Member of the Board of Directors (since 29 October 2012); age: 61

Vlastimil Chobot has been a railway professional for a long time. He gra-
duated from the University of Transportation in Zilina, where he also
completed his postgraduate studies. His entire career has been focused
on railway issues, he moved from the dispatcher and train-dispatcher
to the function of station master. He gained managerial experience in
NH-TRANS, where he worked as sales director and a member of the
Board of Directors in the long term. He then worked in identical positi-
ons in Ostravska dopravni spole¢nost, a.s. Vlastimil Chobot speaks seven
languages. Since 9 October 2012, he has been a member of the Board of
Directors and Sales Director of CD Cargo, a.s.

Changes in the Composition of the Board of Directors

On 24 April 2012, Ceské drahy, a.s., as the sole shareholder of the
Company, acting in the capacity of the general meeting, decided to de-
crease the number of members of the Board of Directors from four to
three members, recalled Jan Vlasdk and Sonny Sonnberger as members
of the Board of Directors and appointed Roman Vallovic¢ a member of the
Board of Directors with effect from 24 April 2012.

At its meeting held on 5 September 2012, the Board of Directors dis-
cussed the written announcement on the resignation of the member,
Jifi Spicka. His position of the member of the Board of Directors expired
on 5 September 2012.

On 25 September 2012, Ceské drahy, a.s., as the sole shareholder of
the Company, acting in the capacity of the general meeting, appoin-
ted Petr May as a member of the Board of Directors with effect from
25 September 2012.

On 2 October 2012, Ceské drahy, a.s., as the sole shareholder of the
Company, acting in the capacity of the general meeting, recalled Roman
Vallovi¢ as a member of the Board of Directors and appointed Petr Zaluda
a member of the Board of Directors with effect from 2 October 2012.

Gustav Slamecka resigned from the position of a member of the Board of
Directors by making a written announcement to the Board of Directors
dated 8 October 2012. At its 15th extraordinary meeting held on
8 October 2012, the Board of Directors discussed and acknowledged this
announcement in its Resolution no. 1365/2012 and concurrently appro-
ved 8 October 2012 as the expiration date of his position.

Petr Zaluda

Petr May

ANNUAL REPORT 2012 OF CD CARGO, A.S.
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BOARD OF DIRECTORS
1. Petr Zaluda

2. Petr May

3. Vlastimil Chobot

SUPERVISORY BOARD
1. Zdenék Prosek
2.Miroslav Zamecénik

3. Milan Spacek

4. Radek Nekola

5. Jindfich Nohal

ADMINISTRATION BOARD

1. Vit Vesely
2. Jaroslav Novak
3. Michal Zdének

AUDIT COMMITTEE

1. OldFich Vojif
2. Libor Joukl
3. Miroslav Zamecnik
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At its 15th extraordinary meeting held on 8 October 2012, the Board
of Directors appointed Petr Zaluda as Chairman of the Board of
Directors with effect from 9 October 2012 pursuant to Resolution
No. 1366/2012.

On 9 October 2012, Ceské drahy, a.s., as the sole shareholder of the
Company, acting in the capacity of the general meeting, appointed
Vlastimil Chobot a member of the Board of Directors with effect from
9 October 2012.

Supervisory Board

1. Zdenék Prosek

Member of the Supervisory Board (since 23 August 2011), age: 62

Zdenék Prosek is an independent consultant focusing on economic and
organisational advisory.

2. Miroslav Zamecénik

Member of the Supervisory Board (since 22 June 2010), age: 50

Miroslav Zdmecnik is an independent economic consultant focusing on
therestructuring 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.

3. Milan Spacek

Member of the Supervisory Board (from 1 December 2007 to 30 November 2008
and since 1 December 2008), age 60

Milan Spacek is the Director of the Children’s Centre in Znojmo.

4. Radek Nekola

Member of the Supervisory Board (from 1 December 2007 to 30 November
2008 and since 1 December 2008), for the second term of office elected by the
Company’s employees, age: 48

Radek Nekola is an employee of CD Cargo, a.s.; he is empowered in the
long term to act as the Chairman of the CD Cargo Committee of the
Railway Workers' Union. Radek Nekola is also the Deputy Chairman of
the Railway Workers Union (OSZ).

ANNUAL REPORT 2012 OF CD CARGO, A.S.
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5. JindFich Nohal

Member of the Supervisory Board (since 1 December 2008, elected by the
Company's employees), age: 59

CD Cargo, a.s., dispatch manager - head of the CD Cargo, a.s. shift and
Chairman of the basic organisation of the Railway Workers Union (OSZ).

Changes in the Composition of the Supervisory Board

On 2 October 2012, Ceské drahy, a.s., as the sole shareholder of the
Company, acting in the capacity of the general meeting, recalled Petr
Zaluda as a member of the Supervisory Board.

Administration Board

1. Vit Vesely

Chairman of the Administration Board (member since 13 December 2011,
Chairman since 14 February 2012), age: 33

Vit Vesely is a lawyer. In his practice, he focuses on administrative, busi-
ness and civil law, primarily real estate and construction law, public ten-
ders and intellectual property law.

2. Jaroslav Novak

Member of the Administration Board (since 24 July 2012), age: 58

Czech Ministry of Transport, Deputy Director for Railways, Railways and
Combined Transportation and Head of the Combined Transportation
Department.

3. Michal Zdének

Member of the Administration Board (since 24 July 2012), age: 33

Economist, he works at the Norwegian School of Economics, and teaches
at CERGE-EI in Prague. Concurrently, he is the head of the lvy Street advi-
sory firm, which specialises in the use of advanced mathematical methods.

Changes in the Composition of the Administration Board
On 24 July 2012, Ceskédrahy, a.s., asthe sole shareholder of the Company,
acting in the capacity of the general meeting, recalled - pursuant to the
proposal made by the Czech Ministry of Transport — Jifi Franc and Jakub
KopFiva as members of the Administration Board and appointed Jaroslav
Novak and Michal Zdének members of the Administration Board.
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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: 51

Chairman of the Board of Directors and Director of ENIMA PRO, a.s.
based in Prague and with branches in Most and Ostrava. The company
specialises in construction engineering, ground and transportation con-
structions and electro-technical activities, including the installation of
security technology on railways.

2. Libor Joukl

Member of the Audit Committee (since 15 December 2009), age: 46
Entrepreneur, statutory executive and director of APOLY s.r.o., Pribyslav.
Member of the Regional Council of VysoCina, Deputy Governor of
the Vysocina Region for transportation and property, member of the
Vysocina Regional Council Board, member of the Administration Board
of the Sprava Zeleznicni statni dopravni cesty state organisation.

3. Miroslav Zamec¢nik

Member of the Audit Committee (since 15 December 2009), age: 50
Independent economic consultant specialised in the restructuring of
companies. He isa 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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GENERAL MEETING

SUPERVISORY BOARD

AUDIT COMMITTEE

ADMINISTRATION BOARD

BODIES

responsible for sales responsible
I and operations I for finance

Legal and internal audit department

Project office
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Central Level (GD)

Office Office of
of the Operations Operations analyses the Business
Director department (OPA) Director Finance director office
OPERATIONS BUSINESS BUSINESS STRATEGY FINANCE
DIRECTOR DIRECTORS DIRECTOR DIRECTOR
|
REUWTEVA | Transportation technology Capacities Sales Sales Customer Controlling and Accounting Central procurement IT Human
maintenance and repairs and organisation planning Department promotion centre finance management department : department department Resources
............................................................................ department
Rail Vehicles Operational Operating units of Clearing centre of transport sales Olomouc
Repair Centres g"a"algevme"t, CD Cargo, a.s.
eska Trebova

i... OSTRAVA | CESKEBUDEJOVICE | USTINAD LABEM

i... BRNO | CESKATREBOVA | CESKEBUDEJOVICE | NYMBURK | OLOMOUC | OSTRAVA | PLZEN | PRAHA | USTINAD LABEM

Executive Level
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Report of 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. has issued the following report
on the Company’s business activities and the balance of its assets.

In 2012, the Company implemented a number of successful projects
the results of which already have or will have a positive impact on the
Company's overall economic results. In operational issues, the Company
implemented projects focused on the improvement of the freight effecti-
veness and decrease in operating costs of transportations where impor-
tant savings of operating costs were achieved without negative impacts
on sales or size of the serviced area. One of the significant implemented
projects is a change in the system of periodical repairs of wagons from
time-type to service-type, which will bring significant savings of opera-
ting costs. In sales, the Company implemented changes that resulted in
an increase in the overall trade capacity with the objective of maintai-
ning and strengthening sales to customers of the Company. In finance
controlling, the Company implemented measures with the objective of
specifying the allocation of costs to individual products and introducing
product planning principles.

Freight Transport Operations

FREIGHT TRANSPORTATION

In 2012, CD Cargo, a.s., trains transported 73.28 million tonnes of goods.
The share of CD Cargo, a.s. on the Czech railway market ranged around
80% and this position as a “national” transporter weakened in 2012.
Sales from the transportation of the goods amounted to CZK 12.083 bil-
lion, which is approximately 2.8% less than in 2011. The total sales and
revenues of the Company amounted to CZK 15.4 billion in 2012.

As compared to 2011, the Company transported approximately 5.5 mil-
lion tonnes less; the most significant decline was recorded in intrasta-
te transport (of almost 3 million tonnes) and exports (of approximate-
ly 1.5 million tonnes).The principal reasons for the decline in transported
volumes can be divided into two categories — decline due to the stagna-
tion of the economy and decline in transport as a result of competition.

The commodity that most impacts the results of CD Cargo, a.s. is so-
lid fuels. The Company transported 10% less brown coal than in 2011;
however, this decline was already reflected in the preparation of the
business plan for 2012. Eventually, the Company exceeded the plan by

almost 100 thousand tonnes in spite of all adverse circumstances such
as a mild winter at the beginning of the year, technical problems in
power plant sidings or long shut-down of the MéInik 11l power plant to-
gether with its slow bringing back to operations. The volume of trans-
ports was additionally impacted by disputes between the Czech Coal
a.s. mining company and Elektrarny Opatovice, a.s. which culminated
in the temporary interruption of transports in June. Throughout the
year, the Company actively participated in the transport of fuel from
alternative localities — Germany and Poland, where it performed well
among the competing transporters. In respect of black coal, the Stfela
project continued - the import of approximately 500 thousand tonnes
of black coal from Poland through the Czech Republic for the custo-
mer U.S Steel KoSice, s.r.o. in Slovakia. In Poland, the coal is transpor-
ted by Koleje Czeskie Sp. Z 0.0. However, the overall transports of black
coal and coke decreased, particularly at the end of the year. This situa-
tion resulted from the problems in mining, and predominantly the dec-
line in sales. The amount of transportation sales, but not the volumes,
was negatively impacted by the re-routing of the coal transported from
the Ostrava region to Linz from the Horni DvofiSté border crossing to
the Bfeclav border crossing as required by the customer. Although the
Company gained some new transportation routes to Romania and
Slovakia, the transport of coke further declined by approximately 35%
year-on-year as metallurgical firms were not interested in purchasing
coke. CD Cargo a.s. also provided transports of alternative fuels, pri-
marily wood chips. As part of the project awarded by the Ministry of
Transport, the Company transported more than 30 thousand tonnes
to the Plzen heating plant and the number of stations from which the
wood chips were transported in Innofreight containers to Plzef increa-
sed. In addition, the Company transported other bio-fuels.

The results regarding iron reflect the situation in the European metallur-
gical and engineering industry. The decline in the transport of iron ore
was due to both the decline in the demand and the transport of ores
from Bosnia to the Ostrava region and Poland taken over by the trans-
porter PKP Cargo S.A. The reduced production in Italian steelworks led
to significant declines in transports of iron scrap primarily at the end
of 2012. However, the Company gained transports of iron scrap to ste-
elworks in Strazsky, which was a new 80 thousand tonnes of goods for
2012. Exports of products from EVRAZ VITKOVICE STEEL, a.s. primarily
to Germany decreased. This fact adversely impacted the scope of pur-
chased services under which the Company provided comprehensive
services in foreign countries for EVRAZ VITKOVICE STEEL, a.s.

The volume of transports of building materials was negatively impacted
by the loss of transports of desulphurising limestone from Lomy Mofina
spol. s.r.o. to power plants in the north of the Czech Republic after 1 July
2012. It was also the decline in construction production that led to decli-
nesin transported volumes of cement and sands. The Company managed
to eliminate these losses, at least partially, by gaining new, however, only
spot transports of clinker to Poland, gravel to Austria, etc. Positive news
for the Company is the completely-new transport to be carried out in
Innofreight containers, be it soil from Staré Mésto u Uherského Hradisté
to Div€ice, construction debris from Prague to Most (Polygon Kolbenova)
or testing transports of ash from Pocerady at the end of the year.

Wood and paper products are a commodity with a high share of indivi-
dual shipments and groups of vehicles (86%). In 2012, this commodity
saw complicated development. An unclear situation in announcing ten-
ders for wood logging, together with its high price, led to a steep decline
in transports at the beginning of the year. However, transports started
to increase in June and the Company recorded 10 thousand tonnes more
transport at the end of the year as compared to 2011. Even the insolvency
of one of the largest customers in this commodity, LESS & FOREST s.r.o0.,
did not have such an impact as expected, because sales managers mana-
ged to agree on transports with other customers. At the end of the year,
the Company started transports from MONDI Stéti, a.s. to the CD Cargo
warehouse in Lovosice. In total, it was 6 thousand tonnes of new goods
per month. A decline of almost 15% in transports of chemical products
is a logical outcome of two factors: reduction of production and primari-
ly the consumption of diesel and petrol in the Czech Republic (eg discon-
tinued production in Pardubice) as a result of a high excise tax imposed
on fuels; the second factor relates to the first one as the declining vo-
lume of transports forces the production companies to better use their
own capacities (Unipetrol Doprava, s.r.0.) and other transporters push
the prices down to the minimum. For this reason, the share of complete
trains transporting chemical products is only 32%.

In the food and agricultural products sector, the figures of 2011 were
exceeded by almost 100 thousand tonnes of goods. It is proof that the
Company is able to compete with other transporters when it reduces
costs and uses tailor-made technologies. This commodity includes the
newly-started transports of Mattoni and Korunni mineral water. Despite
these new transports, the Company did not manage to meet the plan.
The transportation of sugar beet from HruSovany nad JeviSovkou was
taken over by road transporters due to their better price conditions.
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The price was also the reason why the Company did not manage to
attract transit transports from Romania, Hungary and Slovakia to
Germany from Austrian railways to Czech railways. Transports in the
“other” commodity were at a stable level and the Company transported
large numbers of railway vehicles and extraordinary shipments in 2012.
The considerably-reduced army budget resulted in an important decli-
ne in army transports. We can positively assess the increase in postal
transports for Ceska posta, s.p. for which the Company provides a rapid
night connection of the postal hub in Prague with the Ostrava region.

A significant year-on-year increase was recorded in respect of automoti-
ve products (+150 thousand tonnes) and combined transportation (+170
thousand tonnes). In automotive products, the Company cooperates with
all carmakers and operators of companies that own special vehicles for
the transportation of cars. Except for the Kolin carmaker, the loading of
cars from Czech manufacturers was stable, and the Company increased
transit transports from Slovakia to Germany (Volkswagen, Porsche). In
cooperation with the infrastructure administrator, Sprava Zelezni¢ni
dopravni cesty, the Company eliminated the risk of losing transit trans-
port as a result of the unsatisfactory condition of certain railroad sections.

The growth in the combined transportation has been a tradition. For all
operators, CD Cargo, a.s. is a reliable partner as the transports of conta-
iners and semi-trailers require precision and quality. It was the transpor-
tation of semi-trailers that recorded a significant growth in 2012 when
the number of trains from Rostock to Brno was increased to four pairs
a week. The Company won the tender announced by A.P.Méller - Maersk
operator. The Company additionally recorded an increase in the trans-
port of disassembled SKODA cars in containers to Russia. The Company
got involved in the logistics chain of the BMW carmaker, specifically in
the transport of disassembled cars in containers from Germany to China.
Significant events include the arrival of the container train with compo-
nents for electronics production from China to Mélnik at the end of 2012.

In cooperation with DB Schenker Rail Polska S.A., the Company intro-
duced the Moravia line train, which is an alternative for the transport of
individual shipments from/to Poland through the Bohumin border cros-
sing. The Cargo Plus products were developed for traditional transport
of sweets and recently also for Korunni mineral water. In 2012, the use
of the surface of the Company’s warehouse in Lovosice was significant-
ly increased by the temporary storage of polypropylene and the stora-
ge of bodies for the production of railway vehicles and the start of the
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transport, storage and other services for Mondi Stéti a.s. in December.
Centres of logistics services recorded doubled West-East transports, pri-
marily in Lovosice and Ostrava, where the Company operates reloading
junctions between trucks and wagons in transit to the Balkans.

OPERATIONAL MANAGEMENT

As on 1 February 2012, the Ceska Tfebova Operational Management
organisational structure unit was formed through a spin-off from the
General Directorate of CD Cargo. The principal tasks of a new organisa-
tional structure unit include the organisation, in cooperation with other
authorised sections and organisational structure units, of operations of
CD Cargo, a.s. trains. In extraordinary events, it is entitled to exercise the
entrusted decision-making authorities, in accordance with the business
interests of the Company, on priorities in freight transportation. Another
task is to ensure the effective management of wagons according to the
requirements of customers.

In 2012, more than 50% of complete trains of CD Cargo were dispatched
differently from the flow chart, which in practice meant that most of the-
se trains were dispatched by the employees of Operational Management
as needed. These included on an average, 33 trains in the ad hoc regime
daily, ie the regime where no routes or train requirements are specified for
these transports. The principal benefit of the Operational Management
is the flexible provision of transports as required by customers, inclu-
ding the furnishing of empty wagons to loading spots. In 2012, the trend
from prior years showing that customers prefer this (flexible) manner of
satisfying their needs was confirmed. The employees of the Operational
Management organisational structure unit carried out a number of other
tasks in 2012. One of them was the preparation for a difficult transition
to a new DISC OR information system, which should fully replace the cur-
rently-used ISOR RVD system in 2013. The benefits of the new system
include the fact that it is owned by CD Cargo, a.s. and it more-closely
corresponds to the needs of the operating management of wagons and in-
cludes more functions that will allow a more-effective management of ope-
rations. In connection with the organisational changes in CD Cargo, a.s.,
preparations were started for the planned completion of the DAC centrali-
sation (relocation of the DAC Usti nad Labem to Ceska Tfebova).

The management of operations of wagons is organised in a network-
wide manner in dispatcher stratification by individual principal series of
wagons. The tool for the optimum allocation of wagons by the requi-
rements of the customers of the information system (IS) of the central

wagon, an arrangement of which optimises the management of available
wagons with the objective of the maximum coverage of the demand with
minimum costs. The principal activity of the wagons arrangement group
is the full number and effective coverage of the requirements of custo-
mers with wagons. Given the deployment of key customers, the structu-
re of orders for the delivery of wagons and last but not least the structu-
re of the rolling stock, these are activities that have to be extremely
flexible. In 2012, a total of 709,749 wagons of all series, ie 99% of all or-
dered wagons, were delivered to customers. Another task is to ensure
supervision over the correct data prepared by operational employees
and their correct transfer among information systems. This task was
carried out by the data administration group. In addition, this group
works as a HelpDesk for IS UDIV, partially for PRIS and provides on-line
advisory activities for operational employees.

OPERATIONAL SAFETY

In 2012, 314 extraordinary events (EE) pursuant to Section 49 of the Act
on Railways 266/1994 Coll. took place with the Company participating
as the operator of railway transport or the operator of the railway, of
which 154 EEs were in the Company'’s responsibility.

The aggregate detriment arising from all the EEs amounted to
CZK 75,342,096, of which the damage caused by the Company amounted
to CZK 62,410,800. The Company suffered property detriment worth
CZK 21,218,070. During the EEs, a total of 23 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. 24 persons were injured, of
which 5 employees of CD Cargo (in 4 cases caused by CD Cargo - fault
of a specific employee). A total of 12 traction vehicles and 75 wagons
owned by the Company derailed.

The results of the investigations into the 2012 EEs are as follows:

m It can be stated that the number of EEs slightly decreased. As compa-
red to 2011, the number declined by 8%.

= As compared to 2011, the total amount of damage caused significantly
decreased, by 29%. Similarly, the damage to assets of CD Cargo, a.s. dec-
lined by 32%. On the other hand, the damage caused by CD Cargo, a.s. in-
creased year-on-year by 57%, which was primarily due to the occurren-
ce of one serious accident with damage amounting to CZK 48,208,917.

= Noneof therailway crossings collisions were the Company’s fault; and
= None of the EEs were caused by a system failure.

Pursuant to a contract concluded in accordance with Section 9 of
Regulation No. 376/2006 Coll. on the safety system of railway opera-
tions and transportation and procedures in extraordinary events on
railways, as amended, EEs were investigated for the Company by the
railway operator, Sprava Zeleznicni dopravni cesty, a state organisation,
for a relevant fee.

During 2012, one seriousaccident occurred during the operation of railway
transportation (one derailment during the train journey). CD Cargo, a.s.
was responsible for this accident. The cause of the accident was a techni-
cal failure of the axle bearing of a railway vehicle consisting in the ruptu-
re of the internal ring of the front antifriction bearing, which was caused
by fatigue processes. This EE caused damage of CZK 48,208,917. Pursuant
to the conclusions of the investigation, CD Cargo, a.s. undertook relevant
preventive measures in the maintenance and repairs section to prevent
the occurrence of similar EEs.

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 vehic-
les, the Company 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 estate is 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 Company.

ROLLING STOCK, MANAGEMENT OF VEHICLES

In 2012, CD Cargo, a.s. the Company administered 955 traction vehicles and
27 thousand wagons that were complemented by an average of 1,400 lea-
sed vehicles. The Company covered the runs and sales needs during the year.
During the year, 108 traction vehicles were put out of operation and mot-
hballed due to the reduction of operating reserves; some of them are wai-
ting for physical liquidation. More than four thousand wagons are earmar-
ked for physical liquidation due to redundancy and technical obsolescence.
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Wagons

Planned repairs were carried out primarily in the Company’s own repair
centres and partially using external capacities under terminating con-
tracts. The repair percentage in the category of common repairs was
significantly reduced by repair plants of Ceské drahy, a.s. In terms of da-
mage to vehicles, primarily in the category of damage to vehicles during
loading/unloading, the Company continued the trend of an increased
clarification rate in 2012, which positively impacted the settlement of
costs incurred in returning the vehicles to operation.

Technicalimprovements to vehiclesincluded the renovation of floorsin 200
Eas series vehicles when the original wooden floor was replaced by a mo-
re-appropriate metal floor. In the Eas series vehicles group, the Company
completed the testing of a new type of brake lining, “LL" non-metal blocks
(made of special mixture, without the use of metal elements, primarily al-
loy). The objective of the project is to test new materials that are more en-
vironmentally friendly and less noisy for the surroundings of the railroad.

In requlations and preparations of standards, the Company implemented
aproject focusing on the change in the time planning of repairs to system
based on services throughout 2012. The maintenance and repairs secti-
on was audited in 2012 and complied with the conditions for obtaining
the certificate for entities responsible for the maintenance of wagons un-
der Commission Regulation (EU) No. 445/2011.

Traction vehicles

The development in the need for traction vehicles was similar to the deve-
lopment in wagons. The maintenance and repairs of locomotives was large-
ly provided by repair centres. Additional maintenance capacities were pro-
vided by Depo kolejovych vozidel Ceskych drah, a.s., and DPOV, a.s., Prerov.

During 2012, the works on the modernisation of locomotives from 163
series to 363.5 series continued, almost all supplied locomotives were
tested in autumn 2012 for the purposes of the issuance of a certificate
for operations on the railway network of Slovakia and Hungary. Another
significant project was the installation of vehicle radio stations of the
GSM-R system partially financed from the European funds from the
Transportation Operational Programme.

LEASE OF RAIL VEHICLES
One of the Company’s significant business activities also includes the
lease of rail vehicles, ie freight wagons and locomotives. In respect of
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locomotives, these are primarily long-term leases to our partners. In
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, in-
cluding cisterns. Information on the rolling stock can be found in the on-
line catalogue of wagons at http://vozy.cdcargo.cz.

Cross-Functional Activities

MARKETING AND COMMUNICATION ACTIVITIES

The Company’s marketing and communication activities are predomi-
nantly based on our need to support the sale of our own products and
services, create a new corporate identity, and increase brand awarene-
ss. For 2012, the Company set the priorities of business activities for the
following period and thus set the objectives of individual marketing cam-
paigns and activities. The promotion of the Company focused on the exi-
sting and potential customers and the public in order to strengthen the
awareness of the Company. The principal means of these objectives in-
cluded a marketing campaign, support for cultural and sports projects or
participation in international professional trade fairs and conferences.

WEB PRESENTATION

A significant means of communication of CD Cargo, a.s. included the
website www.cdcargo.cz intended for both business partners and cus-
tomers and the public and media. During the year, the web pages were
updated and new links were added. Concurrently, the Company worked
on the preparation of the EROZA project (electronic customer interfa-
ce) involving the creation of a single web and data interface between
CD Cargo, a.s. and customer systems.

PRINT AND MEDIA COMMUNICATION WITH CUSTOMERS

In 2012, CD Cargo, a.s., published the quarterly CARGO Motion, which
was published in a dual Czech-English version and provided informati-
on about the world of railway freight transport and the related servi-
ces. It was predominantly intended for senior managers of cooperating
companies, for state administration representatives, and for selected
secondary schools and universities focused on transportation. The in-
tracompany Cargovak newspaper was available in 2012 to employe-
es both in a printed and electronic form. This monthly is intended

exclusively for the Company’s employees and includes the latest infor-
mation on the Company’s development.

In 2012, the Company also published a number of printed materials fo-
cusing on the promotion of individual products of CD Cargo, a.s. in vari-
ous language versions.

TRADE FAIRS AND CONFERENCES

In 2012, the Company took part in the most significant European trans-
portation and logistics trade fair — TransRussia Moscow, and held its
own presentation at the Czech trade fair of railway technology — Czech
Raildays Ostrava. The individual and design exposition of the Company
attracted the deserved attention and was one of the best assessed at
the trade fair. Other significant conferences in which the Company
participated included the EASTLOG, international logistics conference
SpeedChain 2011 or the EU and USA Days international economic confe-
rence. Significant conferences include the Conference of CD Cargo, a.s.
organised in Spindlerav MIyn in the autumn, which is intended for all bu-
siness partners of CD Cargo, a.s. and focuses on business and price po-
licy of the Company.

RESEARCH, DEVELOPMENT AND COOPERATION

WITH UNIVERSITIES

During 2012, 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,
bachelor’s and master's diploma works.

The topics of the diploma works are submitted and selected accor-
ding to their potential contribution to the Company and they concern
awholerange of current and potential problems and issues regarding
railway freight transport. They include operational issues, such as
the use of therolling stock, investments in the locomotive fleet, com-
parison of weaknesses and contributions of modernisations and ac-
quisitions of new vehicles, organisations of operations etc, as well as
business issues, such as the possibilities of expanding current com-
modity transports or gaining completely new transportation orders,
and the inclusion of railway transport in consumer goods transport
and logistics chains.

CD Cargo perceives the cooperation with universities as highly signifi-
cant, both with regard to seeking and finding new solutions and as a me-
ans of recruiting future employees.

INFORMATICS

2012 saw the continued development of a new operational and business
information system and the completion of other already-initiated
projects leading to the fully-fledged use of the information technology
potential for the management of the Company.

Operational and Business System (PROBIS)

The new operational and business information system is developed with
financial support from EU funds, specifically the Transport Operational
Programme. Its principal objective is to meet the defined rules, structu-
red into functional fields, determined by technical specifications for the
interoperability of sub-systems of telematics applications in the railway
freight transportation TSI-TAF. As such, the PROBIS concept responds to
the current requirements arising from the European legislation.

The main competitive edge of the new system will be the comprehensi-
ve character of the solution. The intention is to create a single operati-
onal and business system with interconnected components in terms of
logics and data. The Company seeks to consolidate the currently-frag-
mented portfolio of applications and systems into one system that will
allow a more-effective management of sources necessary for the imple-
mentation of CD Cargo products.

The project programme is divided into a set of 14 partial projects that are
to supply individual applications, components and modules of the target
information system.

Principal system components will be completed at the beginning of 2013.

Safety Policy and Infrastructure

In 2012, the rules for safety and security of computers and infrastructu-
re were reviewed. The Company defined policies for the renewal of
passwords, backups and connection of the e-learning portal and Exchange
Post System to the Identity Management system and consequently ensu-
red the automation of the lifecycle of user accounts in both systems.

In 2010, the Company started the process of the renewal of its
computers, ie desktops, laptops and LCD panels, including the necessary
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peripherals. End-use facilities are renewed in regular cycles of 3 and 5
years (3 years for laptops; 5 years for desktops and LCDs). At the end
of 2012, the first stage of the renewal was completed and, except for
selected and justified cases, all employees of CD Cargo, a.s. work with
adequate modern technology that is also currently unified and meets
a single technical standard. In 2013, the renewal will continue with the
second stage focused on the equipment within the 3-year renewal cycle.

In the comprehensive support of printing services, the Company started
the selection of a partner at the CD Group level.

Economic Systems and Systems for the Internal Operations

of the Company

In 2012, all development activities in economic systems focused on the SAP
system. The Company completed the modifications of the system of moni-
toring receivables and payables in time, automatic calculation of provisi-
ons against receivables and developed a solution for bilateral and multilate-
ral settlement of receivables and payables with foreign railway companies.

In addition, the Company launched pilot operations of the system for the
electronic approval of received invoices, including their archiving.

In internal operations of the Company, the activities focused on the fur-
ther development of supporting applications in the CD Cargo internal
portal environment. The principal computerised activities include the
approvals of vacation requests and intrastate business trips. A number of
thematic document storage places were created at the portal, the func-
tionality and design was adjusted to the content and purpose of corpo-
rate data sharing.

International Activities

In 2012, the Company continued to develop its international IT activities,
which relate to the use of several international applications for exchan-
ging data with partners. The Company operates routine data exchanges
concerning trains and vehicles using the UIC 30 application (freight train
announcement), which is the basic tool for securing confidence in the
technical and transportation aspects of trains. For exchanging freight
and wagon documents, the Company uses the bilateral 40 application.
The Company, as a member of the international RAILDATA organisation,
also uses the ISR European central system to monitor its own wagons
and shipments abroad. The information from ISR is made available to
customers through the CD Cargo, a.s., portal. The quality of the data in
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all of these applications is gradually increasing, which is also due to the
newly-operational search and analysis tool.

From the perspective of EU legislation, information technologies of
transporters are currently impacted primarily by the above-mentioned
TSI TAF technical specifications. TSI TAF deal with 14 telematic issues
that define the technical specifications for IT systems. In accordance
with these issues, the Company is currently building a new operational
and business information system. As part of TSI TAF, the Company is an
active member of a group of large transportation companies (cluster of
railway companies).

INVESTMENTS

In 2012, the Company realised investments in the amount of almost
CZK 2.57 billion (including the component accounting for inspection re-
pairs of wagons). The Company's investment activities are predominant-
ly focused on rail vehicles; these investments amounted to 93.65% of the
acquired fixed assets in 2012 (including the component accounting).

Investments in Freight Vehicles

In 2012, the Company acquired no freight vehicles. As of the end of
December, the Company has only made improvements to railway freight
vehicles, including the modernisation and insulation of Zaes cistern vehic-
les. In addition, the Company is making individual investments in improve-
ments to Eas 52.Sk vehicles (exchange of the wooden floor for a metal floor).

Investments in Traction Vehicles

In the area of traction vehicles with electric drives, the Company made
improvements to its traction vehicles, specifically the modification of its
130 series traction vehicles for operations in Poland and the installation of
GSM-R radio stations in traction vehicles. In 2012, the Company continued
work on 163 series locomotives by modernising to 363.5 series two-sys-
tem locomotives; 23 modernised locomotives were supplied. The remai-
ning seven modernised 363.5 series locomotives will be supplied in 2013.
Investment activities in locomotives include technical improvements to
the 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, etc).

Investments in Construction and Machinery
Another significant component of the Company’s investment acti-
vities includes activities in the area of construction and machinery.
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The investments in construction and machinery were focused on moder-
nising machinery premises and technological equipment for the needs of
organisational structure units and on renovating administrative and re-
pair centres within these units. During 2012, 5 investments in machine-
ry and 34 investments in construction were realised. A significant part of
the investments initiated in 2012 will be completed in 2013.

Other Investments

Other significant investments include investments in information sys-
tems and technologies, the acquisition of handling equipment, and in-
vestment in work safety and health protection.

Theprincipal ITinvestmentsincludedthefirststageoftheimplementation
of PROBIS (operational and business information system) with an annual
volume of CZK 42.95 million and modifications of the SAP information
system of CZK 9 million.

Selected Operational Units and Rail Vehicle Repair Centres exchanged
the obsolete handling equipment in 2012. These primarily included the
purchase of a new mobile crane for the Ceské Bud&jovice Operational
Unit in the amount of CZK 5.27 million and forklifts for selected organi-
sational structure units.

The originally-proposed plan of investments in work safety and health
protection for 2012 was adjusted pursuant to the requirement of labour
union headquarters dated 31 January 2012 and amended to include other
investments with anticipated costs of CZK 4.2 million as part of the gran-
ted limit of CZK 7 million. Pursuant to the preparation of the project do-
cumentation, some of them are implemented in 2013. The most signifi-
cant investments in work safety and health protection in 2012 included
the renovation of floors in the Assembly Plant in the Rail Vehicle Repair
Service Centre in Ceské Budéjovice of CZK 1.31 million and modification
of inspection bridges and installation of hanging cable systems at Rail
Vehicle Repair Service Centres in Ostrava.

Component Accounting for Significant Repairs of Railway Vehicles
Pursuant to the method of component accounting for significant re-
pairs of railway vehicles that has been applied since 1 January 2010,
this fact is reflected in standalone items in the list of investments.
With respect to the acquisition of fixed assets, these specifically inclu-
de completed inspection repairs of railway vehicles and major and ge-
neral repairs in 2012.
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STAFF POLICY AND SOCIAL PROGRAMME

In 2012, the Company continued to implement measures to improve its fi-
nancial situation and increase work effectiveness. HR work appropriately
focused on the optimisation of the professional structure and a socially-
acceptable reduction in the number of employees 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 - focu-
sed on the decrease in the age of the employee base. The contracts with
schools include theoretical and practical preparation, cooperation wi-
thin the research and development programmes, use of the latest scien-
tificand technological findings and their implementation in our operati-
ons, participation in the creation of study programmes, etc. For the last
time, successful students at contractual high schools had the opportu-
nity to receive a contribution for studies, which is conditioned by an ob-
ligation to join CD Cargo, a.s. after their studies are completed. For the
2011/2012 school year, a total of 5 students were selected, together
with five students from prior years, who will be able to start working
at the Company either in 2013 or gradually in the following years after
they successfully pass their final exams.

In line with the applicable legislation and in cooperation with trade uni-
ons, occupational safety and health, improved working and social conditi-
ons for employees by way of company healthcare and rehabilitation stays.

From January to December 2012, the average registered headcount re-
calculated to full-time employees decreased by 322 employees, ie from
9,032 (January 2012) to 8,710 employees (December 2012). The physical
headcount as of 31 December 2012 was 8,703.

In relation to meeting the objectives of the business plan, it was neces-
sary 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, con-
tracts, agreements, or membership in bodies and institutions. This in-
tention has to be followed by a trend where the necessary savings are lin-
ked to savings in the staff costs of the Company.

In 2012, the average salary in CD Cargo, a.s., ie the payroll costs, exclu-
ding other staff costs, amounted to CZK 28,205.

In line with the applicable legislation, the social fund of CD Cargo, a.s.
was predominantly used for the employees of CD Cargo, a.s. in 2012 to:

= Make contributions for cultural and sports activities;
= Make contributions for holidays and summer camps for children; and
= Provide social assistance, etc.

Nine trade unions operate within CD Cargo, a.s., including multi-pro-
fessional unions as well as unions solely representing specific professi-
onal groups of employees. The Company'’s collective agreement, which
regulates individual and collective relationships between the employer
and the employees, as well as mutual relationships between trade uni-
ons and the employer, was concluded with effect from 1 January 2012
until the end of 2012. The collective agreement for 2013 was signed on
13 December 2012.

Chart: Average headcount recalculated to FTE in individual

months of 2012
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CODE OF ETHICS

In 2012, the employees of CD Cargo, a.s. perceived the Code of Ethics as
a moral commitment defining the moral attitudes, behaviour and activi-
ties of all employees towards the Company, colleagues, customers, busi-
ness partners and the public. Principal values that every employee of the
Company respects, thus creating a base for the building and maintaining
of the trust of the public, including team work, responsibility, quality and
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 applica-
tion of these principles and to the effective performance of 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 as-
sessment of work. The Code of Ethics is amended and developed by the
Work Rules of CD Cargo, a.s.

QUALITY MANAGEMENT - ISO

The principal issue in ISO management systems in 2012 was obtaining
the certificate under OHSAS 18001. This is a certification of all proces-
ses and activities relating to health and safety protection at work. The
external audit of OHSAS 18001 was conducted in October and November
2012. This was a two-level audit - the deliverable of the first phase was
a basic review of the safety and health at work management system and
information provided to the certification company about local conditi-
ons, the deliverable of the second phase was a recommendation to grant
the OHSAS 18001 certificate. The certificate is provided by SGS Czech
Republic, s.r.o., this entity will audit other ISO management systems
starting from 2013. During the audit of SM BOZP (OHSAS), no critical fin-
dings were identified. Minor findings included approximately 20 recom-
mendations and comments for the improvement of the system. The sub-
ject of this audit type was, for example, the organisation of employee he-
althcare, the allocation and use of work protection devices, risk preven-
tion, the prevention of accidents, records, the reporting and analysis of
work-related accidents, projects and reviews of health and safety prote-
ction at work as well as a number of other activities that are an integral
part of the health and safety protection management system.

In April and May 2012, supervisory audits of the quality management
system (QMS - ISO 9001) and environmental management system (EMS
- I1SO 14001) were conducted. Similarly as in the audit under OHSAS,
the results of these audits included only partial recommendations and
comments. The objective of all of the preceding quality, environment and
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health and safety at work audits, both external and internal, is the con-
firmation that the system of ISO management systems:

s Complies with the requirements of international standards;

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

= Complies with the legislation, applicable regulations and contractual
requirements.

Teams of auditors conduct a process-focused audit focusing on sig-
nificant aspects, risks and objectives required by the above standards
(norms). Starting from 2013, internal and external audits will be announ-
ced always as combined (integrated), ie these audits focusing on quali-
ty, environment and safety and health at work will be conducted jointly
at the units of the organisational structure and reporting workplaces of
CD Cargo, a.s. In the maintenance and repairs of railway vehicles, these
audits are conducted together with the audits or certifications of other
types — audits of welding, defectoscopy. Between April and June 2013,
a recertification external audit of 1ISO 9001 and ISO 14001 will be con-
ducted. In respect of the audit of OHSAS 18001, this will be the first re-
view (supervisory) audit.

For quality and work safety systems, the following issues are subject to
certification:

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
Lease and 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 (ISO 9001) system
include almost all sections of the central level of the Company: Clearing
centre of transport sales in Olomouc, Ceska Tfebova Operations
Management, all Operational Units (including subordinate Operational
Plants) and Rail Vehicle Repair Centres (including subordinate Repair
Plants of Railway Vehicles). The EMS system includes only the main-
tenance and repair of rail vehicles division 012 GR Cd Cargo, a.s. and
all Rail Vehicle Repair Centres (including Rail Vehicles Repair Plants).
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The work safety and health protection management system (HSMS -
OHSAS 18001) includes all Company organisational structure units — the
reason is primarily the fact that work safety pertains to every employee.

Since November 2012, the activities that form an integral part or other-
wise relate to management, environment and work safety systems have
been provided by a newly-formed 1ISO management systems depart-
ment. Other professional units at the CD Cargo, a.s. central level are
technology, technics and environmental departments for environmen-
tal issues, and the work safety and health protection department for
work safety and health protection issues. The most important task is an
annual extension of all granted certificates and cooperation with tra-
de unions in trade at the central level of CD Cargo, a.s. in tenders whe-
re relevant certificates are presented or specific facts relating to ma-
nagement systems are documented. At the top level, the Operations
Manager is in charge of the management and inspection of quality
(environment). The Human Resources Manager is in charge of work sa-
fety and health protection management.

AEO CERTIFICATE

Pursuanttotheresolution of the Customs Directoratein Ceské Budéjovice,
as thelocal and relevant administrative body of the Czech customs admi-
nistration, CD Cargo, a.s. was granted with the highest level of the AEO
quality customs certificate “Simplified Customs Procedures/Safety and
Security” on 24 September 2009.

At that time, CD Cargo, a.s. led the group of railway transporters that was
only the third railway entity in Europe to obtain the newly-established
quality certificate.

In 2012, the compliance with the conditions of the certificate was fur-
ther verified. The several months of effort of the AEO work team led to
a positive result and the extension was confirmed by the Czech customs
administration on 1 November 2012.

The Company and the Community

INTERNATIONAL ACTIVITIES AND RELATIONSHIPS
The international activities of the Company include the issues of the mem-
bership of CD Cargo in international organisations and the coordination

of international projects. Since its formation, the Company's involve-
ment in the activities of international organisations has been based
on the conditions set out in the contract for international cooperation
concluded between the Company and CD, a.s. With its parent company,
the Company jointly promotes the principle of a uniform concept, ie uni-
form membership of the CD Group, coordination and information sharing.
Under this contract, Ceské drahy, a.s., is a guarantor 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).
In organisations that have a direct relationship to freight transportati-
on, such as the International Association of Tariff Specialists (IVT), the
European Pallet Pool (EPP), Interunit and the International Organisation
for Combined Transport (UIRR), the transfer of the membership to the
Company is either planned or has already been completed. The Company
has become a standalone member in the Bureau Central de Clearing (BCC).

The European driver of new IT projects is the liberalisation of EU legisla-
tion. This primarily includes the TSI Telematics of Freight Transportation
(TAF). As part of the TAF implementation preparation, the Company is in-
volved in the RU Cluster. The Company actively participated in the vali-
dation of specifications for the train preparation process. The Company
cooperates with CD, a.s., and SZDC, s.o., with the objective of coordina-
ting the TAF implementation method. In addition, the Company monito-
red other principal international IT projects, primarily e RailFreight, for
an electronic load list and activities heading to the European database
of wagons. E-Rail Freight and TAF — TSI Deployment are among the pro-
jects of the International Union of Railways (UIC) in which the Company
is actively involved.

In 2012, the Company was involved in the activities of the international
Xrail Alliance, the objective of which is to support the transport of indi-
vidual vehicle shipments in territories of member states of this organi-
sation. The Alliance includes seven partners operating in 11 countries:
CD Cargo, a.s., (Czech Republic), CFL cargo (Luxembourg), DB Schenker
Rail (Germany, Netherlands, Denmark), Green Cargo (Sweden, Norway),
Rail Cargo Austria (Austria, Hungary), SBB Cargo (Switzerland) and SNCB
Logistics (Belgium). Through the provided information (tracking of the
shipmentoveritsroute, determining the anticipated time of arrival at the
railway station, and efforts in its 90% guarantee), the Xrail system con-
tributed to the increased satisfaction of customers and, due to the week-
ly assessment of delays in selected routes, an increase in the operational

quality and reliability of transportation. In 2012, the Company further
extended the system and the Company increased the number of moni-
tored routes by 200%. 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
between the reservation systems of the partners. The new system will be
fully connected and launched in 2015.

ECOLOGY AND ENVIRONMENTAL PROTECTION

The CD Group, which includes the Company, is responsible for en-
vironmental protection and it actively protects the environment.
CD Cargo, a.s., and CD, a.s., cooperate on the basis of a mandate con-
tract. Ecology is hierarchically managed by the Head Ecologist, who com-
municates at the local executive level with determined employees of Rail
Vehicle Repair Services Centres and Operational Units.

Through the adoption of the Environmental Policy, all employees are
bound to comply with the environmental management, whose purpo-
sein the system is to describe, assess and improve the management sys-
tem in the Maintenance and Repairs of Railway Vehicles and in the Rail
Vehicle Repair Services Centres in respect of waste, the negative impacts
of activities and technologies (eg in compliance with the principles of
pollution prevention, readiness for accidents, purchase of environmen-
tally friendly products, environment, and primarily the efforts to minimi-
se the production of waste (refer to the chart).

Chart: Production of waste by CD Cargo, a. s., in 2012
by category of waste

EnNo@r) HOoOo(®

01| OKV UNL 05| OHV OVA 09 | OKV Prerov 13 | PrP Strakonice
02| OKV MO 06 | ONV OVA 10 | OKV TFinec 14 | PrP Horni Dvoristé
03 | OKV Nbk 07 | OKV Bfeclav 11| OKV CBE

04 | OKV Cheb 08 | OKV Brno 12| OKV Jihlava
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As the EMS system focuses on providing the best conditions for environ-
mental protection, the Company realised investments in 2012 for impro-
ving certain environmental activities, e.g. renovation of the warehou-
se and distribution centre of oils in the round-house of the Rail Vehicle
Repair Services Centre in Usti nad Labem, renovation of the waste wa-
ter treatment plant at the Rail Vehicle Repair Services Centre in Ceské
Budéjovice, insulation of the operational locomotive treatment room at
the Rail Vehicle Repair Services Centre in Ceské Budéjovice, cleaning of
the sewer and entry into the sewerage system at the Strakonice opera-
tional centre, etc.

During the reporting period, the Company organised regular internal au-
dits focusing on compliance with the determined criteria and obligations
set by the effective legislation for environmental protection. The system
is introduced in the Company after the successful EMS audit.

In May 2012, an external audit was conducted (by MOODY
International) at the Rail Vehicle Repair Plant in Jihlava (Rail Vehicle
Repair Centre in Ceské Budg&jovice), the Rail Vehicle Repair Plant in
Prerov and the Rail Vehicle Repair Plant in Brno (Rail Vehicle Repair
Centre in Ostrava) and the Company was again granted certification
according to CSNEN 1SO 14001:2005. The fact that the maintenance of
the introduced EMS system in the Maintenance and Repairs of Railway
Vehicles department at the General Directorate of CD Cargo, a.s. and
all Rail Vehicle Repair Centres (including Rail Vehicle Repair Plants) is
a good resolution is documented by the fact that no financial sancti-
ons were imposed on CD Cargo, a.s. in 2012, although there were ex-
traordinary events (accidents of railway vehicles) with an impact on
the environment and inspections by state authorities, primarily the
Czech Environmental Inspection.

Fire Protection:

= In 2012, CD Cargo, a.s. continued to be obliged to have its own fire-
fighting unit. For this reason, the contract on the common fire-figh-
ting unit with SZDC, s.0., and CD, a.s. continues to be active, the con-
tract determines payments for actual actions of the fire-fighting unit
of SZDC, s.o. for CD Cargo, a.s.

s The number of fires was 14; the total damage was CZK 300 thousand.
These fires were caused by technical failures of traction vehicles, in
two cases it was smouldering coal on a wagon, in one case the indica-
tions of fire on a locomotive without subsequent damage.
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= Inaccordance with the “Organisational Rules” of CD Cargo, a.s., the
Maintenance and Repairs of Railway Vehicles department continues
to be the guarantor of the fire prevention. The documentation is
updated on a continuous basis and potential inspections, performed
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 Preventive Train traditional 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 a free-of-charge projections
for children in selected railway stations.

The Company supports children from foster homes or foster families,
provides help to disabled sportsmen and has decided to promote chil-
dren’s athletics in order to engage children in sports.

Since 1999, Diakonie Broumov and railway entities have cooperated. For
Diakonie Broumov civic association, CD Cargo, a.s. provides the trans-
portation of collected clothes from approximately 190 load points in the
Czech Republic to the sorting centre in Broumov for further processing.
In 2012, the Company transported almost 600 wagons 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. Such events were organised for examp-
le in April and September in Ostrava in cooperation with CD Cargo, a.s.,
Charita Ostrava and Diakonie Broumov.

The corporate social responsibility involves the granting of a special pri-
ze by the Czech Ministry of Environment to the Company in September
2012 in the second year of the “Clear Roads” competition. The prize was
granted for the “Supply of Plzefska teplarenska with wood wafer throu-
gh collection from individual suppliers in the Innofreight containers sys-
tem”. The prize clearly proved the ability of CD Cargo, a.s. to use new pro-
gressive transportation technologies and contribute to the improvement
of the environment in the Czech Republic.
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Companies in which CD Cargo
has an Equity Interest

TERMINAL BRNO, A.S.

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

Share capital: CZK 55,350,000

Equity interest: 66.94 % (CZK 37.05 million)

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

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 is increased by CZK 16,200,000 to CZK
71,550,000. The reason for the increase in the share capital is obtaining
financing for the renovation of the area of the container railway terminal
in Brno. The increase in the share capital was recorded in the Register of
Companies on 31 January 2013. Following the increase in the share capi-
tal, the equity investment of CD Cargo, a.s. is 66.93% (CZK 47.89 million).

€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.

CD-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 0.0.

Date of entry in the Register of Companies: Poland, 18 December 2006
Share capital: PLN 100,000

Equity interest: 100%

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

CD - GENERALVERTRETUNG WIEN GMBH

Date of entry in the Register of Companies: Austria, 30 March 2007
Share capital: EUR 45,000

Equity interest: 100%

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

GENERALNE ZASTUPENIE CD CARGO, S.R.O.

Date of entry in the Register of Companies: Slovakia, 24 September 2008
Share capital: EUR 6,639

Equity interest: 100%

Principal business activities: mediation of services in freight transport on
behalf and for 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 company has been dormant.

MNOO0O «4 TPAHC» (TRANSCRIPTION IN ROMAN LETTERS:
€D TRANS S.R.0.)

Date of entry in the Register of Companies: Belarus 21 April 2008
Share capital: USD 20,000

Equity interest: 51% (USD 10.2 thousand)

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

The General Meeting held on 30 March 2012 decided to dissolve the com-
pany with liquidation as of 1 April 2012. The liquidation was comple-
ted and the company was removed from the Register of Companies in
Belarus as of 24 September 2012.

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.

BOHEMIAKOMBI, SPOL. S R.O.

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

Share capital: CZK 6,000,000

Equity interest: 30% (1.8 million)

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

XRAIL S.A.

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

Share capital: EUR 68,975.10

Equity interest: 13 % (EUR 7,995)

Principal business activities: support of the management of international
transport of wagon shipments among the operators of the railway transport.
The extraordinary General Meeting of Xrail S.A. held on 8 March 2012
decided on the increase in the share capital of the company from EUR
61,500 to EUR 68,975.10.

BUREAU CENTRAL DE CLEARING SOCIETE COOPERATIVE

A RESPONSABILITE LIMITEE (BCC S.C.R.L.)

Date of entry in the Register of Companies: Belgium 17 December 1996
Share capital (fixed part): EUR 18,750

Equity interest: 3.3% (EUR 3,750)

Principal business activities: non-cash settlement of mutual payments
in railway transport;

CD Cargo, a.s. has no organisational branches abroad.

ANNUAL REPORT 2012 OF CD CARGO, A.S.

08

037



ANNUAL REPORT 2012 OF CD CARGO, A.S.

038

09

Financial Position

Investment Activities of CD Cargo, a.s.

Inaccordance with its business plan, the major priorities of CD Cargo, a.s.
include the renovation and modernisation of its rolling stock and additi-
onal investment activities related to machinery and construction, and
other investments that are crucial for carrying out its operations.

The Annual Report of €D Cargo, a.s. includes three financial
statements:

= INDIVIDUAL FINANCIAL STATEMENTS (CAS);
= INDIVIDUAL FINANCIAL STATEMENTS (IFRS); AND
m CONSOLIDATED FINANCIAL STATEMENTS (IFRS).

The information provided in the Annual Report is based on the finan-
cial 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)***)

*) investments of CZK 58 million were made from investment subsidies

Balance Sheet

In the period from 31 December 2011 to 31 December 2012, the value of
the Company’s total assets and liabilities decreased by CZK 731.8 million.
The value of fixed assets decreased by CZK 704.3 million and amounted
to CZK 12,252.5 million, ie 82.1% of the total assets. The current assets,
which include inventory, receivables and current financial assets, de-
creased by CZK 92.9 million to CZK 2,267.1 million, ie 15.2% of the total
assets. Deferred expenses and accrued income increased by CZK 65.4
million to CZK 412.6 million accounting for 2.8% of the total assets.

The value of the Company’s equity in the reporting period decreased by
CZK 1,959.8 million to CZK 6,049.2 million, ie 40.5% of its total liabilities.
External funding increased by CZK 1,236.8 million to CZK 8,831.1 milli-
onin thereporting period, which represents 59.1% of the total liabilities.
Accrued expenses and deferred income decreased by CZK 8.9 million to
CZK 51.8 million and represent 0.4% of the total liabilities.

10 0 0 0 0

241 214 584 1262 1518

0 0 0 1 0
1448%%) 63 390 502 685
100 23 11 19 37

108 53 104 92 111

109 72 109 165 177

558 748 507 - -
2574 1173 1705 2041 2528
105 239 239 77 7

**) including the modernisation of traction vehicles from series 163 to series 363.5 —19 traction vehicles already supplied

“**)Prepayments made for tangible fixed assets as of 31 December 2012 relate to the ongoing modernisation of traction vehicles from series 163 to series 363.5

Profit and Loss Account

The Company’s loss before tax for 2012 in the amount of CZK -2,046.7
million was achieved with an aggregate income of CZK 15,405.0 million
and the total costs (excluding income tax) of CZK 17,451.7 million, inclu-
ding accounting amortisation and depreciation charges of CZK 2,579.9
million. The value of EBITDA (earnings before interest, taxes, depreciati-
on and amortisation) amounted to CZK 633.3 million.

Funding of Cargo, a. s.

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

OPERATING BANK LOANS

In financing operating activities, the Company has overdraft and revolving
loans of up to CZK 1.8 billion provided by five banks. The increased compe-
tition between banks allowed the Company to obtain lower interest rates.

BILL OF EXCHANGE PROGRAMME

The bill-of-exchange 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 bill-
of-exchange programme was not drawn as of 31 December 2012; howe-
ver, the bill-of-exchange facility is kept as a reserve for short-term finan-
cing independent of bank sources.

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 introduction of the strategy for the gra-
dual replacement of short-term funding sources with long-term ones.
The bond programme is approved in the total amount of CZK 6 billion and
theissueis not public. At the beginning of 2012, the Company issued new
bonds of CZK 500 million. The total issued bonds as of 31 December 2012
amounted to CZK 2.5 billion.
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Risk Management of CD Cargo, a.s.

On an ongoing and long-term basis, CD Cargo, a.s., monitors and asses-
ses all material business risks, specifically business and operating risks.

In 2012, the Company further developed the integrated risk manage-
ment system, which is based on the best practice and set framework
of Corporate Governance rules. The activities of organisational units
in the Company are governed by the CD Group Manual for risk manage-
ment, which determines specific procedures for the identification, ana-
lysis, measurement, strategy of management and processes of dealing
with, monitoring, reporting and communication of risks. The risk mana-
gement system in CD Cargo, a.s. was discussed by Ceské drahy, a.s.'s Risk
Management Committee.

The standardisation of procedures was significantly supported by the
introduction of SW support for risk management, “eRisk” in the entire
CD Group. The introduced single method of risk management created
preconditions for further development and increase in the quality of the
monitoring, assessing and reporting of all significant risks.

The principal objective of the implemented system for active risk mana-
gement is to achieve the maximum reduction of the negative impact on
the results of the Company and the CD Group on an ongoing basis, ie mi-
nimise 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 the
compliance with approved risk limits and the overall risk appetite of the
Company in 2012.

BUSINESS, OPERATIONAL, COMPLIANCE AND STRATEGIC RISKS
The deliverables from the risk monitoring systems are discussed on a re-
gular basis by the Risk Management Committee, delivered to the Board
of Directors of the Company and subsequently to the Audit Committee.
Similarly, the assessment of the risk position is delivered to the parent
company and discussed by the Risk Management Committee of Ceské
drahy, a.s. The development and impacts of all risks are described in the
Summary Report on Risk Management that was discussed by the Board
of Directors and the Audit Committee.
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INSURANCE OF OPERATIONAL RISKS

The Company hedges a range of operational risks via insurance covera-
ge. The major risks identified include a transporting company'’s liability
for damage caused to other parties in relation to railway transport ope-
rations 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 document
was approved by the Company’s Board of Directors in 2011 and contains
the goals for individual risks and permitted derivative operations used to
hedge against the risks. The Company’s goal is to hedge so that an open
position is not higher than the approved risk appetite as stipulated in the
Financial Risk Management Strategy.

PRICE RISK

In relation to the development on the transportation market,
CD Cargo, a.s. faced considerable pressure on the reduction of prices in
2012. The growing competition from other railway transporters signifi-
cantly influenced the price and business policy primarily in the segment
of complete trains. This trend was apparent in transports of bulk cargo
to non-centrally positioned (in geographical terms) Moravian — Silesian
ironworks and in transit throughout the Czech Republic. The price policy
in the transport of individual shipments focused on the maximum incre-
ase in the effectiveness of these activities.

Business negotiations were conducted with the objective of stabilising
transportation 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, in-
cluding potential funding from external sources, are usually above-limit
public orders in the conditions of CD Cargo and they are subject to ten-
ders in compliance 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 acquisi-
tion, renovation, modernisation or repair of railway vehicles, and in the

acquisition of external funding to cover the investments in railway vehic-
les. For the modernisation and repair of railway vehicles, the Company
regularly uses worn out, but repairable components (eg wheel sets, un-
der-frames) from vehicles intended for liquidation. This results in 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.

Onaday-to-daybasis, liquiditydevelopmentaswellasthe Company’scash
flow is assessed. On the basis of these analyses, decisions are made on
the use of overdraft loan facilities or the bill-of-exchange programme, on
bond issuance, etc.

CREDIT RISK

The Company has in place a system to continuously monitor receivables
by individual company and default periods with a special focus on recei-
vables past due by more than 60 days. The development of past due rece-
ivables 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 re-
ceivables past due by more than 60 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 applied on a short-term as well
as medium-term basis based on their underlying characteristics.

The goal of currency risk management is to hedge so that an open posi-
tion is not higher than the Company’s approved risk appetite. To achieve
the required status, the methods and tools to manage currency risk ari-
sing from the Financial Risk Management Strategy are approved.

During 2012, the Company mitigated the risk of possible currency streng-
thening by the continued mid-term hedging of the exchange rate of the
Czech crown against the euro. With respect to the expected collections

in the euro for the performance delivered and the internal price calcula-
tion, the hedging of the CZK/EUR exchange rate will be agreed continu-
ously by the Company to eliminate the risk of possible strengthening of
the crown, ie the risk that the calculated or incurred costs in CZK will not
be covered, in line with the Financial Risk Management Strategy as ap-
proved by the Company's Board of Directors.

COMMODITY RISK - PRICE OF RAILWAY DIESEL

Railway diesel used by the Company represents a significant cost compo-
nent. In 2012, 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 posi-
tion is not higher than the Company’s approved risk appetite. To achieve
the required status, the methods and tools for commodity risk manage-
ment arising from the Financial Risk Management Strategy are approved.

INTEREST RATE RISK

Changes infloating interest rates may be sources of the interest rate risk.
The interest-rate risk management’s goal is to hedge so that an open po-
sition is not higher than the Company's approved risk appetite. The maxi-
mum share of funding using the floating interest rate is specified at 50%
of the total volume under the Financial Risk Management Strategy. To
achieve the required status, interest-rate risk management methods and
tools arising from the Financial Risk Management Strategy are approved.

Throughvarious hedging instruments, fixed values of interest-rate swaps
are achieved to eliminate any possible risk of a floating rate increase in
compliance with the Financial Risk Management Strategy as approved by
the Company’s Board of Directors.

In 2011 and 2012, the debt issue was hedged. The hedging was made
through an IRS.
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Anticipated Development, Objectives
and Intended Activities

i i

e e

A clear objective for CD Cargo, a.s. for 2013 is to maintain the position
primarily on the Czech market of complete train transportation. This is
a key segment for the Company and consequently all negotiations will
focus on the stabilisation of business relations with the possibility of ex-
tending or concluding new multi-year contracts.

™ e
ey

This relates to solid fuels, where the Company will have to respond to the
decline in coal mining in the Czech Republic through an offer of imports
of this fuel or alternative fuels.

e i -
-

Given the permanent growth in combined transports, the long-term ac-
tivities of CD Cargo, a.s. focus on this segment. The Company primarily
anticipates development in the continental transportation of containers
relating, among other things, to the opening of a new intermodal trans-
portation terminal in Ceska Trebovd, the Company has to be prepared
for the anticipated increase in transports from China, Russia and other
countries. In addition, other projects are being prepared, for example in
an effort to reduce the load on the renovated D1 highway (new lines for
the transportation of semi-trailers). The logistics centres network has to
allow CD Cargo, a.s. to get involved in other transports that were previ-
ously exclusively transported by road - supply of food chains, transports
of consumer goods, etc. This should be supported through a strategic co-
operation with road transporters. New activities additionally focus on
the increase in the utilisation ratio of the Innofreight system primarily
through a change in their settings from ad hoc transports to transports
stable in the long-term (transports of waste, bulk cargo, etc).

-

T

&

{
!

It is necessary to restructure the system of individual trains in order
to maintain the network-wide transport availability in the territory (in
clearly-defined load/unload spots) and concurrently increase the work
productivity. At the international level, the Company will use benefits
e e . } ! - 1 . ' 4 arising from its membership in the Xrail alliance to the maximum scope.
P —— L L 2 The Xrail alliance was formed in order to optimise and increase the at-

3 tractiveness of individual train transport in Europe.

CD Cargo, a.s. also has significant international ambitions. One of the
objectives of the Company is to strengthen its position on the Polish
transportation market. In order to offer quality services to its customers,
international transports will be increasingly provided with the use of one
traction vehicle of CD Cargo, a.s.
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Share Capital

The Amount of the Issued Share Capital

As of the balance sheet date of 31 December 2012, 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, 110 15
Corporate ID: 709 94 226
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Report of the Supervisory Board,
the Administration Board and Audit Committee

Report of the Supervisory Board

REPORT OF THE SUPERVISORY BOARD OF CD CARGO, A.S., ON THE
PERFORMANCE OF ITS REMIT FOR THE YEAR ENDED 31 DECEMBER
2012 AND THE RESULTS OF THE SUPERVISORY ACTIVITIES

During 2012, the Supervisory Board of CD Cargo, a.s. held twelve mee-
tings, 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 executi-
on of the function of the Board of Directors while carrying out its busine-
ss activities. 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 participated in all meetings
and informed the Supervisory Board continuously of the Company’s busi-
ness activities and results of operations.

The Supervisory Board paid undivided attention to discussing and/or re-
viewing significant business documents, in particular the Financial
Statements of CD Cargo, a.s., for the period from 1 January 2011 to
31 December 2011 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 2011 to
31 December 2011 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
2011 to 31 December 2011 with the Auditor’s Opinion, the Proposal for the
Distribution of CD Cargo, a.s.’s financial result for the period from 1 January
2011 to 31 December 2011, 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 2011 to 31 December 2011, and the Related Parties Report
for the period from 1 January 2011 to 31 December 2011.

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 always granted its consent after receiving recommen-
dations from the Company’s Administration Board.

The Supervisory Board states that it had all conditions in place to duly
exercise its activities. During the performance of its supervisory acti-
vities, the Supervisory Board identified no breaches or failures to meet
its obligations on the part of CD Cargo a.s. or its individual mem-
bers of the Board of Directors as stipulated by the legal regulations,
CD Cargo a.s.’s Articles of Association, the Company's internal guideli-
nes 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 Directors.

At its forty-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 2012 and
the Report on Relations between Related Parties for the year ended
31 December 2012 with the Auditor's Report and agrees with the con-
tent thereof.

In addition, at its forty-seventh meeting, the Supervisory Board re-
viewed the following documents: the Financial Statements of CD Cargo,
a.s., for the year ended 31 December 2012, including the Independent
Auditor’s Report and Report of the Audit Committee of CD Cargo, a.s.,
on the financial statements with the Auditor’s Opinion, Single Financial
Statements and Consolidated Financial Statements of CD Cargo, a.s. pre-
pared under IFRS as adopted by the EU for the year ended 31 December
2012, and the Proposal to Settle the Economic Results of CD Cargo, a.s.,
for the year ended 31 December 2012. The Supervisory Board recommen-
ded that the sole shareholder, Ceské drahy, a.s., acting in the capacity as
the General Meeting of CD Cargo, a.s., approve all of the above-mentio-
ned documents.

In Prague on 22 April 2013

feea

On behalf of the Supervisory Board
Zdenék Prosek
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Report of the Administration Board
REPORT OF THE ADMINISTRATION BOARD OF €D CARGO, A.S.

The CD Cargo a.s. Administration Board acted as the Company’s advisory and
initiative body in the year ended 31 December 2012. In accordance with
CD Cargo, a.s.'s Articles of Association, the Administration Board is a company body
that comprises three members elected by the sole shareholder, Ceské drahy, a.s.,
acting in the capacity as the General Meeting of CD Cargo, a.s., at the suggestion of
the Ministry of Transport of the Czech Republic.

In 2012, the Administration Board of CD Cargo, a.s., held nine ordinary meetings, in
which it provided the Company’s bodies with expert statements, opinions, suggesti-
ons and recommendations. In addition, the Administration Board discussed and ex-
pressed its opinion on material business documents and the proposals submitted
by the Company’s Board of Directors. It also regularly provided statements to the
Supervisory Board of CD Cargo, a.s., when the Company’s Board of Directors requi-
red the Supervisory Board to provide approval.

The Administration Board of CD Cargo, a.s., declares that it has been provided with
all conditions necessary for carrying out its activities. The Chairman of the Board of
Directors, together with other members of the Board of Directors, reqularly atten-
ded all meetings of the Administration Board and provided it with the relevant infor-

mation and supporting documents.

Vit Vesely
Chairman of the Administration Board

In Prague on 12 February 2013

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 accor-
dance with legal regulations, the Company's Articles of Association, its rules of pro-
cedure and the effective contractual arrangements. It systematically monitored the
preparation of the Company’s financial statements, the audit and interim audit there-
of, and related documents for the periods from 1 January 2011 to 31 December 2011,
1 January 2012 to 30 September 2012 and 1 January 2012 to 31 December 2012.

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
Transactions for the periods from 1 January 2011 to 31 December 2011 and 1 January
2012 to 31 December 2012, and of preparing the Annual Report of CD Cargo, a.s. for
the year ended 31 December 2011.

The Audit Committee also assessed the impartiality and independence of the
Company'’s auditor, Deloitte Audit s.r.o., discussed and communicated selected in-
formation, and issued statements and communications in accordance with the le-
gislation. During the preparation of the financial statements and the mandatory au-
dit 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 Company or the auditor.

With regard to the facts stated above and after discussing the draft auditor's report on
theFinancial Statements and the contents of the draft auditor’s report on the Report on
Related Party Transactions, the Audit Committee recommended that the Company's bo-
dies 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 2011 to 31 December 2011 and from 1 January 2012 to 31 January 2012 and
that the sole shareholder, acting in the capacity as the General Meeting, approve the
documents. It discussed the Auditor's Report on the Company’s Annual Report for the
year ended 31 December 2011. It also recommended that the Company’s bodies dis-
cuss the single financial statements of CD Cargo, a.s. under IFRS as adopted by the EU
for the year from 1 January 2011 to 31 December 2011 and that the sole shareholder,
acting in the capacity as the General Meeting, approve the documents.

In addition, the Audit Committee monitored the integrity of the financial information
provided by the Company and the internal control systems and risk management 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
thatit 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 3 April 2013 ﬁ!//

Oldfich VojiF
Chairman of the Audit Committee

REPORT OF THE AUDIT COMMITTEE OF €D CARGO, A.S. ON THE
SINGLE FINANCIAL STATEMENTS OF CD CARGO, A.S. PREPARED
UNDER IFRSASADOPTED BY THE EU FOR THE YEAR FROM 1 JANUARY
2012 TO 31 DECEMBER 2012, 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, as amended, and the Articles of Association of
CD Cargo, a.s., as amended, continuously monitored the proceedings taken in
the preparation of the Single Financial Statements of CD Cargo, a.s. under IFRS as
adopted by the EU, the procedure of the audit of the financial statements and all
related documents for the year from 1 January 2012 to 31 December 2012, 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 relevant information and materials related to individual steps
taken in the preparation of the Single 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.

The Audit Committee also assessed the impartiality and independence of the
Company'’s auditor - Deloitte Audit s.r.o., discussed and communicated selected
accounting information, and issued statements and communications in accor-
dance with applicable legislation. During the preparation of the Single Financial
Statements under IFRS for the year from 1 January 2012 to 31 December 2012,
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.

Withregard to thefacts outlined above and in respect of the draft Auditor’'s Opinion
on the Single Financial Statements prepared under IFRS, the Audit Committee re-
commends that the Single Financial Statements of CD Cargo, a.s. prepared under
IFRS as adopted by the EU for the year from 1 January 2012 to 31 December 2012
and the Auditor’s Opinion, be discussed by the bodies of CD Cargo, a.s. and appro-
ved by the sole shareholder acting in the capacity of the General Meeting.

Based on the information 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 CD Cargo, a.s., as amended, and that it took into consideration all in-
formation it has received related to the Single 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 the Auditor’s Opinion.

Oldfich VojiF
Chairman of the Audit Committee

ANNUAL REPORT 2012 OF CD CARGO, A.S.

12

REPORT OF THE AUDIT COMMITTEE OF €D CARGO, A.S. ON THE
CONSOLIDATED FINANCIAL STATEMENTS OF CD CARGO, A.S. PREPARED
UNDER IFRS AS ADOPTED BY THE EU FOR THE YEAR FROM 1 JANUARY
2012 TO 31 DECEMBER 2012, 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, as amended, 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
as adopted by the EU, the procedure of the audit of the financial statements and
all related documents for the year from 1 January 2012 to 31 December 2012, 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 relevant information and materials related to individual steps
taken in preparing the 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.

The Audit Committee also assessed the impartiality and independence of the
Company’s auditor — Deloitte Audit s.r.o., discussed and communicated selec-
ted accounting information, and issued statements and communications in ac-
cordance with applicable legislation. During the preparation of the Consolidated
Financial Statements under IFRS for the year from

1)January 2012 to 31 December 2012, the obligatory audit thereof and the relating
activities, the Audit Committee, acting in its capacity, identified no errors or brea-
ches 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
recommends that the Consolidated Financial Statements of CD Cargo, a.s. prepared
under IFRS as adopted by the EU for the year from 1 January 2012 to 31 December
2012 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 the information 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 CD 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 as adopted by the EU, for the year from 1 January 2012

to 31 December 2012, and the Auditor’s Opinion.
ﬁZ/’

Oldfich VojiF
Chairman of the Audit Committee
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Independent Auditor’s Reports

To the Shareholders of CD Cargo, a.s.

Having its registered office at: Jankovcova 1569/2c, 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 21 March 2013 on
the financial statements which are included in this annual report in chapter Single
financial statements (CAS):

“We have audited the accompanying financial statements of CD Cargo, a.s., which
comprise the balance sheet as of 31 December 2012, and the profit and loss account,
statement of changes in equity and cash flow statement for the year then ended, and
a summary of significant accounting policies and other explanatory notes.

Statutory Body's Responsibility for the Financial Statements

The Statutory Body is responsible for the preparation and fair presentation of the-
se financial statements in accordance with accounting regulations applicable in the
Czech Republic, and for such internal control as management determines is necessa-
ry to enable the preparation of financial statements that are free from material mis-
statement, 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 auditin 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.

Anauditinvolves performing procedures to obtain audit evidence about the amounts
and disclosures in the financial statements. The procedures selected depend on the
auditor’s judgment, including the assessment of the risks of material misstatement
of the financial statements, whether due to fraud or error. In making those risk asse-
ssments, 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 purpose of expressing an
opinion on the effectiveness of the entity's internal control. An audit also includes
evaluating the appropriateness of accounting policies used and the reasonableness
of accounting estimates made by management, as well as evaluating the overall pre-
sentation 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 po-
sition of CD Cargo, a.s. as of 31 December 2012, and of its financial performance and
its cash flows for the year then ended in accordance with accounting regulations ap-
plicable in the Czech Republic.

Emphasis of Matters

We draw attention to Notes 4.10. and 4.2. to the financial statements describing the
uncertainty relating largely to the Company’s restructuring that will materially impact
the Company'’s future operations, and for which appropriate reserves were recogni-
sed and a valuation difference on acquired assets written off. Given the current eco-
nomic situation and in view of the development of railway freight transportation, ma-

nagement of the Company has decided to make organisational changes on the basis of
the developed restructuring plan as of 31 December 2012. The impact of this plan was
reflected in the financial statements through the recognition of reserves which total
CZK 1,320 million as of the financial statements date, of which a substantial part rela-
tes to the restructuring and business risks and disputes. In respect of the restructuring
plan referred to above, the Company re-assessed the usability of its rolling stock and
the aggregate balance of tangible fixed assets and reported a provision for vehicles of
CZK 58 million and an extraordinary write-off of the valuation difference on acquired
assets of CZK 1,192 million. Our opinion is not modified in respect of these matters.”

REPORT ON THE FINANCIAL STATEMENTS (IN ACCORDANCE WITH INTER-
NATIONAL FINANCIAL REPORTING STANDARDS)

Based upon our audit, we issued the following audit report dated 4 April 2013 on the
financial statements which are included in this annual report in chapter Separate
financial statements (IFRS):

“We have audited the accompanying financial statements of CD Cargo, a.s. which
comprise the statement of financial position as of 31 December 2012, and the state-
ment 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 signi-
ficant accounting 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 ne-
cessary 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 auditin 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 auditinvolves performing procedures to obtain audit evidence about the amounts
and disclosures in the financial statements. The procedures selected depend on the
auditor’s judgment, including the assessment of the risks of material misstatement
of the financial statements, whether due to fraud or error. In making those risk asse-
ssments, 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 purpose of expressing an
opinion on the effectiveness of the entity’s internal control. An audit also includes
evaluating the appropriateness of accounting policies used and the reasonableness
of accounting estimates made by management, as well as evaluating the overall pre-
sentation 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 po-
sition of CD Cargo, a.s. as of 31 December 2012, and of its financial performance
and its cash flows for the year then ended in accordance with International Financial
Reporting Standards as adopted by the EU.
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Emphasis of Matters

We draw attention to Notes 4.8. and 23. to the financial statements describing
the uncertainty relating largely to the Company’s restructuring that will materi-
ally impact the Company'’s future operations, and for which appropriate provisi-
ons were recognised. Given the current economic situation and in view of the de-
velopment of railway freight transportation, management of the Company has
decided to make organisational changes on the basis of the developed restructu-
ring plan as of 31 December 2012. The impact of this plan was reflected in the fi-
nancial statements through the recognition of provisions which total CZK 1,320
million as of the financial statements date, of which a substantial part relates to
the restructuring and business risks and disputes. Our opinion is not modified in
respect of these matters.”

REPORT ON THE CONSOLIDATED FINANCIAL STATEMENTS (IN ACCORDANCE
WITH INTERNATIONAL FINANCIAL REPORTING STANDARDS)

Based upon our audit, we issued the following audit report dated 4 April 2013 on the
financial statements which are included in this annual report in 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 po-
sition as of 31 December 2012, 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 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 ne-
cessary 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 re-
asonable assurance about whether the financial statements are free from mate-
rial misstatement.

Anaudit involves performing procedures to obtain audit evidence about the amounts
and disclosures in the financial statements. The procedures selected depend on the
auditor’s judgment, including the assessment of the risks of material misstatement
of the financial statements, whether due to fraud or error. In making those risk asse-
ssments, 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 purpose of expressing an
opinion on the effectiveness of the entity’s internal control. An audit also includes
evaluating the appropriateness of accounting policies used and the reasonableness
of accounting estimates made by management, as well as evaluating the overall pre-
sentation 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 2012, and
of its financial performance and its cash flows for the year then ended in accordance
with International Financial Reporting Standards as adopted by the EU.

Emphasis of Matters

We draw attention to Notes 4.8. and 23. to the financial statements describing
the uncertainty relating largely to the Company’s restructuring that will material-
ly impact the Company's future operations, and for which appropriate provisions
were recognised. Given the current economic situation and in view of the develop-
ment of railway freight transportation, management of the Company has decided to
make organisational changes on the basis of the developed restructuring plan as of
31 December 2012. The impact of this plan was reflected in the financial statements
through the recognition of provisions which total CZK 1,320 million as of the finan-
cial statements date, of whicha substantial part relates to the restructuring and bu-
siness risks and disputes. Our opinion is not modified in respect of these matters.”

REPORT ON THE RELATED PARTY TRANSACTIONS REPORT

Based upon our review, we issued the following review report dated 21 March 2013
on the related party transactions report which is included in this annual report in
chapter Report on relations between Related Parties:

“We have reviewed the factual accuracy of the information included in the related
party transactions report of

CD Cargo, a.s. for the year ended 31 December 2012. This related party transacti-
ons 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 material factual misstatements. A review is li-
mited primarily to inquiries of Company personnel and analytical procedures and
examination, on a test basis, of the factual accuracy of information, and thus pro-
vides less assurance than an audit. We have not performed an audit of the related
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 December 2012 contains material factual misstatements. "

REPORT ON THE ANNUAL REPORT

We have also audited the annual report of the Company as of 31 December 2012
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 ex-
press an opinion on the consistency of the annual report and the financial state-
ments based on our audit.

We conducted our audit in accordance with International Standards on Auditing and
the related application guidelines issued by the Chamber of Auditors of the Czech
Republic. Those standards require that the auditor plan and perform the audit to
obtain reasonable assurance about whether the information included in the annual
report describing matters that are also presented in the financial statements is, in
all material respects, consistent with the relevant financial 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 con-
sistent, in all material respects, with the financial statements referred to above.

In Prague on 23 April 2013

)&éj@

Audit firm (certificate no. 79): Statutory auditor (certificate no. 2037):
Deloitte Audit s.r.o. Vaclav Loubek
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m Balance Sheet (full version)

As of 31.12. 2012 (CZK'000)

B.l.
B.I1.
B.I.3.
B.L4.
B.L7.
B.II
B.IL1.
B.Il.2.
B.IL.3.
B.IL6.
B.IL7.
B.IL.8.
B.IL9.

B.III.

B.II1.
B.II.2.
B.IIL4.
B.IILS5.

C.l.
CL1.
C.IL.
Cl.3.
ClILS5.
ClL.7.
C.l.

CHILL.
CHIL3.
C.L6.
CHL7.
C.lL8.
C.Ls.

C.IV.

CIV.1.
ClIv.2.

D.L
D.I1.
D.1.3.

052

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

Loans and borrowings - controlled or controlling entity, associates

Other non-current financial assets
Current assets

Inventories

Material

Long-term receivables
Receivables - substantial influence
Long-term prepayments made
Other receivables

Short-term receivables

Trade receivables

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

Gross
32935808
30143083

638018
28492
377273
139236
93017
29312673
81240
1329986
22070259
48

114 492
105237
5611411
192 392
129458
52162
7452
3320
2380157
131812
131812
3314
3211

90

13

2086 966
1699335
8575
11176
96 288
217 554
54038
158 065
1914
156 151
412568
412150
418

31.12.2012

Adjustment

18003 672
17 890 565
372048
27067
254919
90062

17518517

611597
13813622

3093298

113107

113107
113107

14932136
12252518
265970
1425
122354
49174
93017
11794156
81240
718 389
8256 637
48

114 492
105 237
2518113
192 392
129458
52162
7452
3320
2267 050
131812
131812
3314
3211

90

13
1973859
1586228
8575
11176
96 288
217 554
54038
158 065
1914
156 151
412568
412150
418

31.12.2011
[
15663 965
12956 870
246 634
7123
134832
62685
41994
12548 640
81240
651916
7386 647
48

109 229
235700
4083 860
161 596
102 344
43202
12661
3389
2359933
127729
127729
9695
6578
141
2976
2129984
1604761
8602
139 366
98914
264 378
13963
92525
2164
90361
347 162
341088
6074

m Balance Sheet (full version)

K 31.12. 2012 (CZK‘000)

A.

A.l
ALl
Al
AllL
All3.
AL
AllLL.
AlllL2.
A.lV.
AlIV.1.
AIV.2.
AV.

B.

B.I
B.l.4.
B.IIL
B.ILS.
B.IL6.
B.IL9.
B.IL10
B.IIL
B.II1.
B.IIILS5.
B.IIL6.
B.IIL7.
B.I1I.8.
B.IIL10
B.IL1L
B.IV.
B.IV.2.
ClL
ClL1.
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
Estimated payables

Other payables

Bank loans and borrowings
Short-term bank loans

Other liabilities

Accrued expenses

Deferred income

31.12.2012
14932136
6049 221
8494 000
8494000
188 559
138 540
50019
155380
60653
94727
-829 932
97331
-927 263
-1958786
8831110
1320047
1320047
3208 808
3803
2500000
271127
433878
3442750
2107 805
275325
118 143
64976
40 205
331599
504 697
859505
859505
51805
49791
2014
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31.12.2011
15663 965
8008 958
8494 000
8494 000
166 175
138 540
27 635
178715
60653
118 062
-757 496
97331
-854 827
-72436
7594274
767 882
767 882
3106 369
41915
2000000
541857
522597
3370314
1837632
258031
118933
34999
56 236
325274
739209
349709
349709
60733
58631
2102
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Year ended 31.12. 2012 (CZK '000)

Cl1.
c2.
C3.
C.4.

VI

VII.
VII.3.
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Production

Sales of own products and services

Own work capitalised

Purchased consumables and services

Consumed material and energy

Services

Added value

Staff costs

Payroll costs

Remuneration to members of statutory bodies
Social security and health insurance costs

Social costs

Taxes and charges

Depreciation of intangible and tangible fixed assets
Sales of fixed assets and material

Sales of fixed assets

Sales of material

Net book value of fixed assets and material sold
Net book value of sold fixed assets

Book value of sold material

Change in reserves and provisions relating to operating activities and complex deferred expenses
Other operating income

Other operating expenses

Operating profit or loss

Proceeds from the sale of securities and investments
Cost of securities and investments sold

Income from non-current financial assets

Income from other non-current financial assets
Income from the revaluation of securities and derivates
Costs of the revaluation of securities and derivates
Interest income

Interest expenses

Other financial income

Other financial expenses

Financial profit or loss

Income tax on ordinary activities

- due

- deferred

Profit or loss from ordinary activities
Extraordinary expenses

Income tax on extraordinary activities

- deferred

Extraordinary profit or loss

Profit or loss for the current period (+/-)

Profit or loss before tax

Year ended 31.12. 2012

m Profit and Loss Account

Year ended 31.12. 2011

14100989 14527818
13928088 14404017
172901 123801
8642725 8281310
2369140 2375022
6273585 5906 288
5458 264 6246 508
4415993 4431519
3167942 3169458
19054 15908
1040195 1052450
188 802 193703
4083 9620
2579867 1218100
675039 33998
658 181 16 335
16 858 17663
593150 17893
581950 4480
11200 13413
-2694 342520
170856 183524
122042 130833
-1408 282 313545

19

756
36114 15850
36114 15850
43514 105109
64012 176 546
1775 1868
100114 57787
376676 173636
396 640 149522
-103 424 -87 392
-27 151 124 304
3720
-27 151 120584
-1484 555 101 849
535000 215166
-60769 -40 881
-60769 -40 881
-474 231 -174 285
-1958786 -72436
-2046 706 10987

m Statement of Changes in Equity

Year ended 31. 12. 2012 (CZK '000)

Balance at 31 December 2010
Distribution of profit or loss
Change in share capital
Dividends paid

Payments from capital funds

Profit or loss for the current period
Balance at 31 December 2011
Distribution of profit or loss
Change in share capital

Dividends paid

Payments from capital funds

Profit or loss for the current period

Balance at 31 December 2012

Share Capital
capital funds
8494 000 26142
28740

132308

-21015

8494 000 166175
25789

-4 204

799

8494 000 188559

Statutory
funds

143 457

-25395

118 062

-23 335

94727

Statutory
reserve fund

60653

60653

60653

Accumulated profits Accumulated losses

brought forward brought forward
97 331 -427 714

-427 113

97 331 -854 827

-72 436

97 331 -927 263
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Profit or loss

for the current period TOTAL EQUITY

-427 113 7 966 756
427113

28740

132308

-21015

-25395

-72436 -72436

-72436 8008 958
72436

25789

-4204

799

-23 335

-1958786 -1958786

-1958 786 6049 221
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m Cash Flow Statement

Year ended 31. 12. 2012 (CZK '000)

B

Al

Al.l.
Al.2.
A.1.3.
Al.4.
A.1.5.
A.1.6.

B.1.
B.2.

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

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

Year ended 31.12. 2012
92525

-1511706
2579323
2579867

-2694
-76 231
-36114
98 339
16 155

1067 617
657416

56 011
607 907

-6 502

1725033
-100114

1775

-6 258
36114

1656 550

-2688093
658 181
-2029912

462238
-23 335
-23 335
438903
65540
158 065

Year ended 31.12. 2011
236 494

227153
1578711
1218100

341520

-11 855

-15850

55919
-9123
13805 864
-751 269
-267 706
-472 087

-11476
1054595

-57787

1868
33108
15850

1047634

-1432749
16 335
-1416 414

250 206
-25395
-25395
224811
-143 969
92525

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 2012, 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 transporta-
tion of goods with the set of relating services. The aim of the Company involves im-
proving its leading position, and being the driving force, on the freight transportati-
on market both in the Czech Republic and 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;

= Import; and

= 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 ca-
pacity requirements, requirements for vehicles, demands for operating technologies
or special care of shipments:

Transportation of solid fuels;

Transportation of ores, metals and machinery products;

Transportation of chemical products and liquid fuels;

Transportation of construction material;

Transportation of wood and paper;

Transportation of food and agricultural products;

Combined transportation - logistical solutions for transportation of shipments
using intermodal transportation units, predominantly containers;

Automotive; and

m Transportation of other non-classified commodities.

Principal business activities are supported by four standard products of other busi-
ness 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 Shipment and logistical services — predominantly logistics solution for transpor-
tation of shipments;
Lease and other management of motor vehicles; and

m Lease and other management of wagons.
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With respect to the listed principal and other activities, the Company provides the
following services:

m Representation in customs proceedings;

m Operation of customs warehouses;

m Storage of goods and handling of cargo;

= Road freight transportation; and

m Safety advisory for the transportation of dangerous goods.

As part of its business activities, the Company, in its role as transporter, operated
985 tariff points with dispatching authority for transportation of wagon loads and
1,043 railway sidings. In terms of the volume of transportation, the Company is one
of ten most significant railway companies in Europe and the European Union.

1.2. RELATIONSHIP WITH SZDC

The costsincurred 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 ye-
ars ended 31 December 2011 and 2012. The costs for the years ended 31 December
2011 and 2012 are disclosed in Point 4.20.

The income of the Company predominantly includes compensation for increa-
sed costs incurred as a result of traffic closures. The income for the years ended
31 December 2011 and 2012 is disclosed in Point 4.22.

As of 31 December 2012, the Company records receivables from, and payables to,
Sprava Zeleznicni dopravni cesty, s.o0., the aggregate value of which represents a net
payable of CZK 409,285 thousand in the year ended 31 December 2012. In the year
ended 31 December 2011, the aggregate net value of the receivables and payables
represented a payable of CZK 476,375 thousand.

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 repor-
ting period. This dispute was not finalised as of the 2012 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 closu-
res of SZDC, s.o0. This dispute was not finalised as of the 2012 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 cen-
tres for rail vehicles.

The internal organisation of the Company (principles of the organisational hierar-
chy, organisational structure, principal management system and authorities of or-
ganisational structure units including the responsibility and authority of mana-
gers) is determined in the Organisational Policy of CD Cargo, a.s.

1.4. GROUP IDENTIFICATION
The Company is part of the Ceské drdhy consolidation group. The Ceské drahy group
provides comprehensive services relating to the operation of the railway freight and
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passenger transportation and additional and complementary activities, specifically
railway research, testing, telematics, accommodation and catering services. Ceské
drahy, a. s. is the largest Czech railway transporter with a long-term tradition and
contractual operator of most railway routes in the Czech Republic. The owner of the
Ceské drahy group is the Czech Republic.

CD Cargo, a.s. also manages the CD Cargo consolidation group which includes en-
tities disclosed in Points 4.3.1. and 4.3.2. The Company prepares the consolidated
financial statements under International Financial reporting Statements for this
group for the year ended 31 December 2012.

1.5. STATUTORY BODIES OF THE COMPANY

The sole owner of the Company is Ceské drahy, a.s. which acts as the Company’s ge-
neral meeting, the supreme body of the Company, in the capacity as the sole share-
holder of the Company. The statutory body of the Company is the three-member
Board of Directors, the supervisory body is the five-member Supervisory Board. The
advisory andinitiative body is the three-member Administration Board, the members
of which are appointed by the general meeting pursuant to the proposal of the Czech
Republic - the Transportation Ministry. The Company established a three-member
Audit Committee, the members of which were appointed by the sole shareholder.

BODIES OF THE COMPANY AS OF 31 DECEMBER 2012:
Board of Directors of €D Cargo, a.s.

m PetrZaluda, Chairman of the Board of Directors
m Petr May, Member of the Board of Directors
m Vlastimil Chobot, Member of the Board of Directors

On 24 April 2012, Ceské drahy, a.s., as the sole shareholder of the Company, acting
in the capacity of the general meeting, decided to decrease the number of members
of the Board of Directors from four to three members, recalled Jan Vlasak and Sonny
Sonnberger as members of the Board of Directors and appointed Roman Vallovi¢
a member of the Board of Directors with effect from 24 April 2012.

At its meeting held on 5 September 2012, the Board of Directors discussed the writ-
ten announcement on the resignation of the member, Jifi Spicka. His position of the
member of the Board of Directors expired on 5 September 2012.

On 25 September 2012, Ceské drahy, a.s., as the sole shareholder of the Company,
acting in the capacity of the general meeting, appointed Petr May as a member of the
Board of Directors with effect from 25 September 2012.

On 2 October 2012, Ceské drahy, a.s., as the sole shareholder of the Company, acting
in the capacity of the general meeting, recalled Roman Vallovi¢ as a member of the
Board of Directors and appointed Petr Zaluda a member of the Board of Directors
with effect from 2 October 2012.

Gustav Slamecka resigned from the position of a member of the Board of Directors
by making a written announcement to the Board of Directors dated 8 October 2012.
Atits 15th extraordinary meeting held on 8 October 2012, the Board of Directors di-
scussed and acknowledged this announcement in its Resolution no. 1365/2012 and
concurrently approved 8 October 2012 as the expiration date of his position.

Atits 15th extraordinary meeting held on 8 October 2012, the Board of Directors ap-
pointed Petr Zaluda as Chairman of the Board of Directors with effect from 9 October
2012 pursuant to Resolution No. 1366/2012.

On 9 October 2012, Ceské drahy, a.s., as the sole shareholder of the Company, acting
in the capacity of the general meeting, appointed Vlastimil Chobot a member of the
Board of Directors with effect from 9 October 2012.

Supervisory Board of €D Cargo, a.s.

Radek Nekola, Member of the Supervisory Board
Jindfich Nohal, Member of the Supervisory Board
Zdenék Prosek, Member of the Supervisory Board
Milan Spacek, Member of the Supervisory Board
Miroslav Zamecnik, Member of the Supervisory Board

On 2 October 2012, Ceské drahy, a.s., as the sole shareholder of the Company,
acting in the capacity of the general meeting, recalled Petr Zaluda as a member of
the Supervisory Board.

Administration Board of €D Cargo, a.s.

m Vit Vesely, Chairman of the Administration Board
m Jaroslav Novak, Member of the Administration Board
m  Michal Zdének, Member of the Administration Board

On 14 February 2012, Vit Vesely was appointed Chairman of the Administration
Board on its 26th meeting.

On 24 July 2012, Ceské dréhy, a.s., as the sole shareholder of the Company, acting
in the capacity of the general meeting, recalled )ifi Franc and Jakub Kopfiva as
members of the Administration Board and appointed Jaroslav Novak and Michal
Zdének members of the Supervisory Board.

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. AccountingPolicies And General Accounting Principles

The financial statements are prepared and presented in accordance with Accounting
Act 563/1991 Coll., as amended, and Regulation 500/2002 Coll., as amended,
which provides implementation guidance on certain provisions of Accounting Act
563/1991, as amended, for reporting entities that are businesses maintaining
double-entry accounting records, and Czech Accounting Standards for Businesses.

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

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 2012 are prepared as follows:

m The balance sheet contains the information as of 31 December 2012 and the
comparative information as of 31 December 2011;

m The profit and loss account contains information for the year ended
31 December 2012 and the comparative information for the year ended
31 December 2011,

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

m The cash flow statement contains the information for the year ended
31 December 2012 and the comparative information for the year ended
31 December 2011.

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 acquisition cost greater than CZK 40 thousand (tangible assets except for land,
buildings and constructions). Land, buildings and constructions are treated as fixed
assets irrespective of their cost valuation.

With respect to assets defined by Act No. 16/1993 Coll., on Road Tax, as amended,
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 sta-
ted at a value prescribed by the regulation issued by the Finance Ministry ruling at
the date of acquisition of assets. 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 production comprising direct costs and an element of administrative overheads.

Tangible assets with an acquisition cost greater than CZK 500 but less than
CZK 40 thousand are expensed in the period of acquisition and are maintained only
in the underlying operational records. The cost of fixed asset improvements exceeding
CZK 40 thousand for the period increases the acquisition cost of the related fixed asset.

Replacement costs are used in valuing gifts and assets identified based on physical
inventory which were previously not recorded in the accounting books and records.

The liabilities related to finance or operating lease agreements are not recorded on
the balance sheet according to the applicable accounting regulations.

Costs incurred 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.

Depreciation and amortisation is calculated on a straight line basis over the estima-
ted useful economic lives of the fixed assets. The estimated useful economic lives for
the major categories of assets are as follows:
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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) Straight line 20-25/5-4%
Wagons (part of wagons without components) Straight line 30/3.33%
Machinery and equipment Straight line 8-20/125-5%

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

Components

Components are repairs that correspond to the definition of the inspection of fault
occurrence listed in Regulation No. 500/2002 Coll., Section 56a (2), and comply
with the definitions of components (according to Section 56a (2) of Regulation
No. 500/2002 Coll., the component is an inspection 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).

Depreciation of Components

In accordance with Section 56a, (3) or (5) of Regulation No. 500/2002 Coll., the
Company depreciates the component during the use separately from other compo-
nents and from the remaining part of assets or a set of assets.

The Company determined a depreciation plan for components. With respect to
wagons, the depreciation plan corresponds to the frequency of technical inspections.
The depreciation period of components in wagons is as follows:

s Wagons with speed lower than 120 km/hour 2 years
= Wagons with speed lower than 100 km/hour 6 years
m Wagons with short spring carriers 4 years

Components in passenger train units are depreciated over 5 years.

In traction vehicles for which the frequency of repairs depends on the mileage,
the average depreciation period was determined by a professional estimate of the
Maintenance and Repairs of Railway Vehicles Department specialists, for each series
of traction vehicles. The average depreciation period for general repairs ranges from
4 to 12 years, for major repairs from 8 to 24 years. The performance of a component
repair extends the useful life of assets to the end of component depreciation, if the
originally determined useful life was shorter.

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

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

The gain or loss arising on the disposal or retirement of an asset is determined as the
difference between the sales proceeds and the net book value of the asset at the sale
date and is recognised through the profit and loss account.
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The valuation difference on acquired assets is composed of a positive or negati-
ve difference between 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 liabilities. A positive difference on
acquired assets is amortised to expenses on a straight line basis over 180 mon-
ths 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.

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 3/33.3%
Software Straight line 5-8/12,5-30%
Valuable rights Straight line 6/16.7%
Other intangible 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 capitali-
sed since the date of the Company’s formation. Start-up costs will be amortised over
five years after the formation 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-current financial 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 ca-
tegorises these non-current financial assets based on their underlying characteris-
tics as equity investments in subsidiaries and associates or debt securities held to
maturity, or securities and equity investments available for sale.

Investments in enterprises in which the Company has the power to govern the finan-
cial and operating policies so as to obtain benefits from their operations are treated
as "Equity investment in 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 reco-
gnised at cost upon acquisition and subsequently revalued at the balance sheet date
to reflect the value equivalent to the Company’s proportion of a subsidiary/associ-
ate’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 Company’s criteria for a derivative instrument to be accounted for as
a hedge are as follows:

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

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

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

Fair value changes in respect of trading derivatives are recognised as an expense or
income from derivative transactions as appropriate.

Accounting policies by type of the hedging relationship are used for hedging deriva-
tives. The Company uses the cash flow hedge method.

A cash flow hedge is a hedge of the exposure to variability in cash flows that is attri-
butable to a particular risk associated with a legally enforceable contract, a forecas-
ted future transaction, groups of assets, groups of liabilities, legally enforceable con-
tracts or forecasted future transactions 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 derivatives contracted under cash flow hedging that are attributable to
the hedged risks are retained on the balance sheet. The gains or losses are taken
to income or expenses in the same period in which the income or expenses associ-
ated with the hedged item are recognised. In circumstances where this takes pla-
ces before the maturity of the derivative, this derivative is internally classified as
a fair value hedge derivative. Gains or losses arising from changes in fair values
of hedging derivatives contracted under cash flow hedging that are attributable
to unhedged risks are recorded as expenses or income from derivative transacti-
ons at the measurement date.

3.5. INVENTORY

Purchased inventory is valued at acquisition cost which also includes costs attribu-
table to the acquisition, such as transportation costs, customs duties and other re-
lated 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 count and previously unrecorded in the accoun-
ting records, inventory originating from excess material from the disposal or repairs
of fixed assets or any possible donations are stated at replacement cost.

At the balance sheet date, provisions are made against inventory on the basis of stock
taking results. Each type of inventory is assigned a percentage indicating the estima-
ted temporary impairment 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 assignment are carried at cost.

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

As of the balance sheet date, tax-deductible provisions are recognised against receiva-
bles in accordance with Act No. 593/1992 Coll., the Provisioning Act, and tax non-de-
ductible provisions against receivables depending on the periods past their due dates
as follows:

m An additionally recognised full provision against receivables past their due dates
by more than 721 days;

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
(eg based on an agreement on a repayment schedule, etc).

3.7. TRADE PAYABLES
Upon origination, payables are stated at their nominal value. Payables acquired
through assignment 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 their nominal 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.

ANNUAL REPORT 2012 OF CD CARGO, A.S.

14

3.9. EQUITY

As of the Company’s formation date on 1 December 2007, the investment in the
Company consisted of the part of business of Ceské drahy (set of tangible and intan-
gible assets, and staff components 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 formation 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 estima-
te of the anticipated results of ongoing legal disputes.

Thereserve 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 complaints in freight transportation is created using a reasonable es-
timate 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 claim, average salary, amount of the financial contribution)
and anticipated parameters established on the basis of a reasonable estimate and
publicly available statistical documents such as: anticipated fluctuation of employe-
es, 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 government bonds. A change in the amount of the reserve due to the chan-
ge in these parameters will be reported in profit and loss account line G “Change in
reserves and provisions relating to operating activities and complex deferred expen-
ses”. In 2011, which was the first year of the recognition of this reserve, the charge
was accounted for in full through extraordinary expenses.

Thereserve for restructuring is recognised as equal to the estimated future cash out-
flows pursuant to the restructuring plan. The recognition of the reserve is reported
through extraordinary expenses.

3.11. FOREIGN CURRENCY TRANSLATION
Transactions denominated in foreign currencies are recorded at the fixed exchange
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rate announced by the Czech National Bank on the first day of each month. Payments
are recorded at the rate prevailing on the payment date. At the balance sheet date,
assets and liabilities denominated in foreign currencies are translated at the exchan-
ge rate of the Czech National Bank ruling as of that date.

Any resulting foreign exchange rate gains and losses are recorded through the cur-
rent year's financial 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 fi-
nes and interest on late payments of receivables and payables are recorded when the
receivable originates or the payable is incurred.

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 calculation which follows fromits understanding of the interpretation of Czech
tax legislation valid at the financial 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 adminis-
trative bodies, exist, the income tax payable reported in the Company’s financial sta-
tements may change based on the ultimate opinion of the tax authorities.

3.14.3. Deferred Tax

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

The carrying amount of deferred tax assets is reviewed at each 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 as-
sets 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
assetis 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 as-
set, 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 in-
come over the period necessary to match them with the related costs. Grants recei-
ved to acquire tangible and intangible fixed assets and technical improvements and
grants towards interest expenses added to the cost are deducted in reporting the-
ir cost or internal cost.

3.17. REVENUE AND EXPENSES
Revenue from transportation is recognised in the period in which the transportati-
on 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 assumptions that affect the reported amounts of assets and liabilities at the
balance sheet date and the reported amounts of revenues and expenses during
the reporting period. Management of the Company has made these estimates and
assumptions on the basis of all the relevant information available to it. Nevertheless,
pursuant to the nature of estimates, the actual results and outcomes in the future
may differ from these estimates.

3.19. EXTRAORDINARY EXPENSES AND INCOME

Extraordinary items are income or expenses that arise from events or transactions
thatare clearly distinct from the ordinary activities of the Company as well asincome
or expenses from events or transactions that are not expected to recur frequently
or regularly. As of 31 December 2011, the Company accounted for the recognition
of the reserves for restructuring and employee benefits through extraordinary
expenses. As of 31 December 2012, the Company accounted for the recognition of
the reserves for restructuring (refer to Point 3.10.).

3.20. YEAR-ON-YEAR CHANGES IN ACCOUNTING POLICIES

Intheyearended 31 December 2012, the Company changed thereporting of payables
to and receivables from foreign railway companies integrated into overdrafts
irrespective of bilateral or multilateral settlement.

In the year ended 31 December 2011, the Company reported the aggregate net va-
lue of receivables from and payables to all foreign railway companies on an aggrega-
te basisin line C.I11.1 ‘Trade receivables’.

In the year ended 31 December 2012, the Company reports the aggregate net va-
lue of receivables from and payables to foreign railway companies individually in line
C.I11.1 'Trade receivables’ and line C.II.9 ‘Other receivables’, or line B.11l.1 ‘Trade pa-
yables’, depending on whether the Company records a receivable from or a payable
to the foreign railway company.

As of 31 December 2012, the Company reports an amount of CZK 125,345 thousand
in line C.III.1 'Trade receivables’, CZK 1,649 thousand in line C.111.9 ‘Other receiva-
bles’and CZK 19,727 thousand in line B.III.1 ‘Trade payables’.

3.21. 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 equivalents can be analysed as follows:

(CZK'000) 31Dec 2012 31 Dec 2011
Cash on hand and cash in transit 1914 2164
Cash at bank 156 151 90361
Total cash and cash equivalents 158 065 92525

Cash flows from operating, investment and financial activities presented in the cash flow statement are not offset.

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 on
(CZK'000) 31 Dec 2010 Additions Disposals
Start-up costs 28492 0 0
Software 300 445 49 065 0
Valuable rights 114 304 16 930 98
Intangible FA under construction 41900 66232 66138
Total 485141 132227 66 236

m Accumulated Amortisation

Balance on
(@4 Q)] 31 Dec 2010 Additions Disposals
Start-up costs 15671 5698 0
Software 176 117 35309 0
Valuable rights 46102 25699 98
Total 237 890 66 706 98

m NetBook Value

(CZK'000)

Start-up costs

Software

Valuable rights

Intangible FA under construction

Total

Transfers

-3 345
3345

Transfers

Balance on
31 Dec 2011 Additions
28492 0
346 165 31108
134481 4755
41994 98 524
551132 134387

Balance on
31 Dec 2011 Additions
21369 5698
211333 43586
71796 18 266
304498 67 550

Balance

on 31 Dec 2010
12821

124328

68202

41900

247 251

Disposals

47501
47 501

Disposals

0
0
0

Balance
on 31 Dec 2011

7123
134832
62685
41994
246 634
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Balance on
31 Dec 2012

28492
377273
139236

93017
638018

Balance on
31 Dec 2012

27067
254919
90062
372048

Balance
on 31 Dec 2012

1425
122354
49174
93017
265970
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Intangible fixed assets predominantly include the formation yards information systems, SAP upgrade, the Microsoft Enterprise Agreement licence, OPT information system,
the central wagon navigation information system and other systems used by the Company.

Intangible fixed assets under construction predominantly include the development of software for the railway transportation and financial management of the Company.
The principal item includes the costs relating to the development of a new operational business information system — PROBIS.

4.1.2. Start-up Costs
Start-up costs included capitalised expenses through date of the formation of the Company of CZK 28,492 thousand; the amortisation charge in the years ended 31 December 2012
and 2011 amounted to CZK 5,698 thousand and CZK 5,698 thousand, respectively.

4.2. TANGIBLE FIXED ASSETS

m Cost

Balance on Balance on Balance on

(CZK'000) 31 Dec 2010 Additions Disposals Transfers 31 Dec 2011 Additions Disposals Transfers 31 Dec 2012
Land 81240 0 0 0 81240 0 0 0 81 240
Buildings 1158196 77 584 247 758 1236291 95524 1829 0 1329986
'O"f‘ii‘;’r:‘ijcuha' movable assets 19624 248 1027620 108336 -758 20542774 2329689 802 204 0 22070259
Components 2349438 710632 1179 755 3059 646 832583 161583 0 3730646
Machinery and equipment 419 305 31338 20 475 4910 435078 57 295 17 584 9395 484184
Vehicles 19191 347 991517 82909 -926 20099029 2272368 782689 -9498 21579210
Furniture and fixtures 13597 4765 4952 -4743 8667 26 1931 103 6865
Works of art 48 0 0 0 48 0 0 0 48
Tangible fixed assets under construction 95182 1119444 1105397 0 109 229 2475084 2469821 0 114 492
Prepayments for tangible fixed assets 239427 0 27 0 239400 1479130 1613293 0 105237
Valuation difference on acquired assets 5611411 0 0 0 5611411 0 0 0 5611411
Total 26 809 752 2224 648 1214007 0 27 820393 6379427 4887 147 0 29312673

m Accumulated Depreciation

Balance on Balance on Balance on

(CZK'000) 31 Dec 2010 Additions Disposals Transfers 31 Dec 2011 Additions Disposals Transfers 31 Dec 2012
Buildings 558 690 25872 247 60 584 375 28197 975 0 611597
L"fdvi‘;’ri]?cuha' movable assets 12 400 349 751780 103 469 -60 13048 600 922374 215006 0 13755968
Components 692162 364 434 299 430 1056727 496 895 51100 0 1502522
Machinery and equipment 290 495 16171 20413 3774 290027 28 240 13375 8137 313029
Vehicles 12 097 207 735317 78 140 -3766 12750618 893918 199760 -8 065 13436711
Furniture and fixtures 12 647 292 4916 -68 7955 216 13871 -72 6228
Valuation difference on acquired assets 1153457 374094 0 0 1527551 1565747 0 0 3093298
Total 14112 496 1151746 103716 0 15160526 2516 318 215981 0 17 460 863
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m Provisions

Balance on Balance on Balance on
31 Dec 2010 Additions Disposals 31 Dec 2011 Additions Disposals 31 Dec 2012
Individual movable assets 34549 107 527 34549 107 527 57 654 107 527 57 654
Vehicles 34549 107 527 34549 107 527 57 654 107 527 57 654
Prepayments for tangible FA 3700 0 3700 5000 8700 0
Total 34549 111 227 34549 111 227 62 654 116 227 57 654
m NetBook Value
Balance on Balance on Balance on
31 Dec 2010 31 Dec 2011 31 Dec 2012
81240 81240 81240
Buildings 599 506 651916 718 389
L”fm?c“ha' movable assets 7189 350 7386 647 8256 637
Components 1657 276 2002919 2228124
Machinery and equipment 128 811 145051 171155
Vehicles 7059590 7 240 884 8084 845
Furniture and fixtures 950 712 637
Works of art 48 48 48
Tangible fixed assets under construction 95182 109 229 114 492
Prepayments for tangible fixed assets 239427 235700 105 237
Valuation difference on acquired assets 4457 954 4083860 2518113
Total 12 662 707 12548 640 11794156

During the reporting period, tangible fixed assets did not change significantly.

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

Vehicles predominantly include rail vehicles (locomotives, wagons) used for the ope-
rations of the railway freight transportation. These items are provisioned in the
amount of the difference between the accounting net book value and the recove-
rable amount in the amount of CZK 57,654 thousand.

Principal additions to individual movable assets in the year ended 31 December 2012
included the modernisation of the 363.5 series traction vehicles of CZK 1,108,447 thou-
sand, majorand general repairs (components) of traction vehicles of CZK 530,248 thou-
sand, inspection repairs (components) of wagons of CZK 302,350 thousand and impro-
vements on wagons of CZK 231,926 thousand.

In the years ended 31 December 2012 and 2011, the Company acquired tangible
fixed assets recognised in expenses in the amounts of CZK 30,360 thousand and
CZK 31,854 thousand, respectively. 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 105,237 thousand as of
31 December 2012 and relate to the ongoing modernisation of traction vehicles from
series 163 to series 363.5.

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 the above-stated provision against ve-
hicles of CZK 57,654 thousand and an extraordinary write-off of the valuation diffe-
rence of CZK 1,191,653 thousand.

4.2.1. Fixed Assets Pledged as Security
As of 31 December 2012 and 2011, no assets of the Company were pledged as security.

4.2.2. Investment Grants
As compared to 2011, when Company received no investment grants, it received
investment grants of CZK 58,413 thousand in 2012.

065



ANNUAL REPORT 2012 OF CD CARGO, A.S.

066

14

4.2.3. Assets Held under Finance Leases

m Finance Leases

Description

(CZK'000) Date of inception Term in months
Locomotive 709 1/07 120
Locomotive 753 12/08 120
Locomotive 230 12/10 120
Wagons:

Sgnss 1/07 123
Sgnss — Framework contract 10/05 96
Habbilnss 12/05 96
Zacns 4/06 96
Tadnss/Tadgnss 5/06 96
Sggmrss 90° 12/07 60
Sggrss 80° 7/08 60
Zacns 10/10 120
ZNV 1145 ks 12/09 120
HV 363 CSOB 12/12 120
HV 363 SGE 12/12 120
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 drdhy, a. s. issued a blank bill of exchan-
ge with a restrictive clause in favour of CitiLeasing, s.r.o. as collateral for the lease
contracts. With effect from 1 December 2006, ownership rights for assets which are
subject to leases were transferred from CitiLeasing, s.r.o. to Fortis Lease Czech, s.r.o.
Inaccordance with the bill of exchange arrangement, the lessor will be entitled to fill
in the bill of exchange sum equalling the due lease amount including accrued inte-
rest, 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.o., the outstanding principal amount was trans-
ferred 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.

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 aggregate amount of payments including the purchase

Payments made at

Total lease value 31 Dec 2012 from the Due Due
(net of VAT) inception of the lease (in 2013)  (in the following years)
55878 33681 5402 16 795
1169662 378531 116 058 675073
272268 88744 23181 160 343
416367 241571 41071 133725
144 597 131946 12651 0
850882 726 300 104010 20572
79217 66320 9673 3224
285339 232611 34 841 17 887
381804 295612 86192 0
709 065 465963 223168 19934
199 852 42608 19982 137 262
1476 505 626 005 121 500 729000
396 279 48 453 34782 313044
394891 48283 34660 311948
6832 606 3426628 867171 2538807

price of Sggmrss 90 wagons and Sggrss wagons 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 in-
cludes the breakdown of 60 monthly payments and the repurchase price. In relation 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.

On 9 July 2008, CD Cargo, a.s. concluded a lease contract for the financing of
30 modernised 753.7 series locomotives with ING Lease (CR), s.r.0., with gradual
supply according to the schedule until 30 June 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 locomotives out of
the leased assets referred to above were supplied before 31 December 2009.

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., for a total of 1,145 rail-
road 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 thou-
sand (net of VAT) was made. The lease term was determined 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 always changes as of the end of the reporting period, however, for the first time
as of 31 December 2011 by more than 1% as compared to 12M PRIBOR applicable for
the first period.

On 24 November 2010, CD Cargo, a.s. concluded a contract for the sale with a subse-
quent 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 thou-
sand (net of VAT). The initial lump sum prepayment of CZK 40,450 thousand (net of
VAT) was offset in full against the receivable of CD Cargo, a.s. for the selling price of
locomotives in 2010. The lease period was determined to be 10 years (120 even pay-
ments of CZK 1,932 thousand net of VAT). Each individual leased asset referred to
above is paid on the basis of a standalone payment schedule.

On 15 June 2010, CD 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 determined 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 always changes as of the end of the reporting pe-
riod, however, for the first time as of 31 December 2011 by more than 1% as compa-
red to 12M PRIBOR applicable for the first period.

On 14 December 2012, CD Cargo, a.s. concluded a contract for the funding of trac-
tion vehicles modernisation through leaseback, specifically five 363.5 series tracti-
on vehicles, with SG Equipment Finance Czech Republic, s.r.o. The selling price was
CZK 321,885 thousand (net of VAT). The initial lump sum prepayment of CZK

4.3. NON-CURRENT FINANCIAL ASSETS

m Cost
(CZK'000) Carrying value
Balance Revaluation
at 31 Dec 2010 at 31 Dec 2011
Equity investments in subsidiaries 85264 17080
Equity investments in associates 31543 11659
Total 116 807 28739
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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 thou-
sand 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 14 December 2012, €D 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 Leasing, a.s. The selling price was CZK 323,017 thou-
sand (net of VAT). The initial 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.

4.2.4. Operating Leases

In the year ended 31 December 2009, the Company held cars under operating leases.
The aggregate amount of leases was CZK 48,548 thousand as of 31 December 2012.
During 2012, payments made amounted to CZK 21,159 thousand. During 2011,
instalments made amounted to CZK 19,749 thousand.

In August 2010, the Company concluded the contract for the lease of computers
(end equipment — desktops, laptops) with CD-Telematika, a.s. The total operating le-
ase payments as of 31 December 2012 and 2011 amounted to CZK 36,854 thousand
and CZK 38,540 thousand, respectively. The total operating lease payments as of
31 December 2012 and 2011 amounted to CZK 9,521 thousand and CZK 10,838 thou-
sand, respectively.

Carrying value Carrying value
Balance Revaluation Balance

at 31 Dec 2011 Addition Disposal at 31 Dec 2012 at 31 Dec 2012
102 344 11796 756 16 074 129458
43202 0 0 8960 52162

145 546 11796 756 25034 181620
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4.3.1. Equity Investments in Subsidiaries

m Year Ended 31 December 2012

Name of the entity Valuation at

(CZK'000) Registered office 31 Dec 2011 Addition Disposal

CD Generalvertretung GmbH Kaiserstrasse 60, 60 329 Frankfurt am Main, Germany 16 270 0 0
Koleje Czeskie Sp. z 0.0. Grzybowska nr 4, lok. 3, 00-131Warsaw, Poland 22899 0 0
CD - Generalvertretung Wien GmbH RotenturmstraBe 22/24, 1010 Vienna, Austria 6939 0 0
Generdlne zasttpenie CD Cargo, s.1.0. Prievozska 4/B, 821 09 Bratislava 6739 0 0
Terminal Brno, a.s. Brno, K termindlu 614/11, 619 00 33312 10 840 0
CD-DUSS Terminal, a.s. Lovosice, Lukavecka 1189, 410 02 3203 0 0
CD Trans s.r.o. Leninova 22, 224005 Brest, Belarus 0 756 756
CD Logistics, a.s. Prague 1, Opletalova 1284/37, 110 00 12982 0 0
Auto Terminal Nymburk, s.r.o. Jankovcova 1569/2¢, 170 00 Prague 7 0 200 0
Total 102 344 11796 756

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

m YearEnded 31 December 2011

Name of the entity Valuation at

(CZK'000) Registered office 31 Dec 2010

CD Generalvertretung GmbH Kaiserstrasse 60, 60 329 Frankfurt am Main, Germany 12060
Koleje Czeskie Sp. z 0.0. Grzybowska nr 4, lok. 3, 00-131 Warsaw, Poland 10 386
CD - Generalvertretung Wien GmbH Rotenturmstrae 22/24, 1010 Vienna, Austria 7333
Generdlne zastdpenie CD Cargo, s.r.o. Prievozska 4/B, 821 09 Bratislava 6405
Terminal Brno, a.s. Brno, K termindlu 614/11, 619 00 35834
CD-DUSS Termindl, a.s. Lovosice, Lukavecka 1189, 410 02 3092
CD Trans s.r.o. Leninova 22, 224005 Brest, Belarus 0
CD Logistics, a.s. Prague 1, Opletalova 1284/37, 110 00 10154
Total 85 264

*) - Information was not available as of the balance sheet date
- Equity and profit or loss of certain entities are preliminary unaudited figures.

Revaluation
2 343
20499
-5095
-3706
1812

311

-90

16 074

Revaluation
4210
12513
-394

334

-2522

111

2828
17 080

Ownership
percentage

100
100
100
100
66.94

51

56
100

Ownership
percentage

100
100
100
100
66.94
51
51
56

18613
43399
1844
3033
68667
6890

23022
200

Equity
16 270
22899
6939
6739
49766
6281

23183

Profit
or loss

17 356
29293
31
1405
653
609

-161

Profit
or loss

14759
12409
699
4701
-3768
219

5490

Valuation at
31 Dec 2012

18613
43398
1844
3033
45964

3514

12892
200
129458

Valuation at
31 Dec 2011

16 270
22899
6939
6739
33312
3203

0
12982
102 344

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 November 2010, Terminal Brno, a.s. in-
creased 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).
Asof 31 December 2012, the intent to increase the share capital by CZK 16,200 thou-
sand from CZK 55,350 thousand to the final balance of CZK 71,550 thousand was re-
corded in the Register of Companies. The General Meeting decided on this increase
on 8 October 2012. Principal activities include storage of goods and handling of car-
go (storage of shipments in the combined transportation - containers, exchangeable
superstructures and road semi-trailers, technical activities in transportation). The
company started its business activities in the second quarter of 2011.

CD LOGISTICS, A.S.

The company was formed through a cash transaction on 17 April 2007 and recor-
ded in the Register 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% equi-
ty investment in CD Logistics, a.s. (CZK 3,400 thousand). On 2 December 2009,
CD Cargo, a.s. purchased a 22% equity share in CD Logistics, a.s. (CZK 2,200 thousand).
Currently, CD Cargo, a.s. holds a total of 56% of the share capital of CD Logistics, a.s.
(CZK 5,600 thousand). The company is managed using the “German” governance me-
thod. The company is engaged in the storage and handling of material.

CD-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 invest-
ment amounting to 51% (ie CZK 2,040 thousand) from Ceské drahy, a.s. as a capi-
tal investment upon its formation. The company is engaged in operations of contai-
ner terminals, including additional services (road collection and distribution of ship-
ments, repairs stock-pile of load units).

CD GENERALVERTRETUNG GMBH

The company was formed through a cash transaction and recorded in the Register of
CompaniesinGermanyon11October2004.ThesharecapitalamountstoEUR 50 thou-
sand. CD Cargo, a.s. is the sole owner. The company is engaged in mediation of ser-
vices in freight transportation on behalf of and for CD Cargo, a.s., general repre-
sentation, and comprehensive information services for customers of CD Cargo, a.s..

KOLEJE CZESKIE SP. Z 0.0.
The company was formed through a cash investment and recorded in the Register of
Companies in Poland on 18 December 2006. The share capital is PLN 100 thousand.
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CD Cargo is the sole owner. The company is engaged in the mediation of services
in freight transportation on behalf of and for CD Cargo, a.s., general representati-
on, comprehensive general information services for customers on the territory of
Poland, Lithuania, Latvia and Estonia.

CD - GENERALVERTRETUNG WIEN GMBH

The company was formed on 19 March 2007 through a cash investment and recor-
ded in the Register of Companies in Austria on 30 March 2007. The share capital
amounts to EUR 45 thousand. CD Cargo, a.s. is the sole shareholder. The company is
engaged in mediation of services in freight transportation, business representation
in Austria, Italy, parts of Hungary, Switzerland and former Yugoslavia.

GENERALNE ZASTUPENIE CD CARGO, S.R.O.

The company was formed on 4 August 2008 through a cash investment and recor-
ded in the Register of Companies in Slovakia on 24 September 2008. The share ca-
pital 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. is the sole
owner. The company is engaged in business representation and mediation services
in transportation and services.

€D TRANS S.R.0. (M0O0O «YJi TPAHC»)

The company was formed on 4 February 2008 through a cash investment and recor-
ded in the Register of Companies in Belarus on 23 April 2008. The share capital upon
formation amounted to USD 100 thousand. The equity investment of CD Cargo, a.s.
was 51 percent (i.e. USD 51 thousand). On 30 April 2010, the owners changed fol-
lowing the sale of the equity investments of NH - Trans, SE (25 %) and Ceska vychod-
ni, a.s. (24 %) to Koleje Czeskie Sp. z 0.0. (49 %).

The entity never commenced its business activities. The aggregate accumulated loss
from the formation of the entity to 31 December 2011 amounted to USD (88,001).
The general meeting held on 16 March 2011 approved a decrease in the share capital
(from USD 100,000) to the statutory defined minimum of USD 20,000 and the ge-
neral meeting held on 30 March 2012 decided to wind up the entity with liquidation
as of 1 April 2012. During the year ended 31 December 2012, the liquidation of the
entity was completed and the entity was removed from the Belarusian Register of
Companies on 24 September 2012.

AUTO TERMINAL NYMBURK, S.R.O.

The company was formed on 30 August 2012 through a cash investment and re-
corded 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 pro-
duction, trade and services not listed in appendices 1 to 3 to the Trade Licensing Act
(mediation of trade and services, shipping and customs brokerage, storage, goods
packaging, cargo handling and technical services in transportation).
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4.3.2. Equity Investments in Associates

m Year Ended 31 December 2012

Name of the entity

(CZK'000) Registered office

BOHEMIAKOMBI, spol. s r.o. Prague 1, Opletalova 6, 110 00

Ostravska dopravni spolecnost, a.s. Ostrava, Privoz, U Tiskarny 616/9, 702 00
RAILLEX a.s. Prague 5, Trnkovo nam. 3, 1112, 152 00
Total

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

m YearEnded 31 December 2011

Name of the entity

(CZK'000) Registered office

BOHEMIAKOMBI, spol. s r.o. Prague 1, Opletalova 6, 110 00

Ostravska dopravni spolecnost, a.s. Ostrava, Pfivoz, U Tiskarny 616/9, 702 00
RAILLEX a.s. Prague 5, Trnkovo nam. 3, 1112, 152 00
Celkem

- Equity and profit or loss 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 investment of 50 % (CZK 1,000 thousand). The company is managed
using a standard governance method. The company is engaged in the handling of
cargo and technical services in transportation.

BOHEMIAKOMBI, SPOL. S R.O.

The company was formed through a cash investment and recorded in the Register of
Companies on 17 April 1992. The share capital is CZK 6,000 thousand. CD Cargo, a.s.
holds an equity investment of 30 percent (CZK 1,800 thousand). The company is enga-
ged in mediation of services in transportation except for transportation by own vehicles.

OSTRAVSKA DOPRAVNI SPOLECNOST, A.S.

The company was recorded in the Register of Companies on 30 May 1995. The sha-
re capital is CZK 15,000 thousand. The equity investment of CD Cargo, a.s. is 20 per-
cent (i.e. CZK 3,000 thousand). The company is managed using the “German” gover-

nance method. The company is engaged in operating railway transportation and le-

ase 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 below table

shows the current balance of outstanding receivables.
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Valuation at Ownership Profit  Valuation at
31 Dec 2011 Revaluation percentage or loss 31 Dec 2012
4420 94 30 15047 311 4514
34243 3712 20 189774 38756 37955
4539 5154 50 19 387 11240 9693

43 202 8960 52162

Valuation at Ownership Profit  Valuation at
31 Dec 2010 Revaluation percentage Equity or loss 31 Dec 2011
2543 1877 30 14735 2508 4420
29000 5243 20 171216 33707 34243

0 4539 50 9077 11224 4539

31543 11 659 43202

m Balance on 31 December 2012

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

Total 7452 5209 12661
Principal 7200 4800 12000
Interest 252 409 661

RAILWAY SIDING  Long-term portion of the receivable

-term portion of the receivable

Total 3211 3366 6577
Principal 3095 3095 6190
Interest 116 271 387

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.Ill.4. “Loans and borro-
wings — controlled or controlling entity”. The short-term portion of CZK 5,209 thousand
is presented in line C.111.3. “Receivables — substantial influence”.

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 — sub-
stantial influence”.

m Balance on 31 December 2011

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

Total 12661 5081 17742
Principal 12 000 4587 16587
Interest 661 494 1155

RAILWAY SIDING  Long-term portion of the receivable  Short-term portion of the receivable

Total 6578 3521 10099
Principal 6191 3096 9287
Interest 387 425 812

The long-term portion of the unpaid loan including interest as of 31 December 2011 of CZK 12,661 thousand is presented in financial statements line B.1Il.4. “Loans and borrowings — con-
trolled or controlling entity”. The short-term portion of CZK 5,081 thousand is presented in line C.111.3. “Receivables - substantial influence”.

The long-term receivable from the sale of a railway siding including the interest as of 31 December 2011 of CZK 6,578 thousand is presented under C. Il. 3. “Receivables - substantial

influence”. The short-term portion of CZK 3,521 thousand is presented under C. Ill. 3. “Receivables - substantial influence”.

4.4. INVENTORY

(viql 31Dec2012 31Dec2011
Spare parts and other components for rail vehicles and locomotives 50901 46 883
Other spare parts and other low value components 65799 66 690
Fuels and other crude oil based products 4035 3345
Rail switches, turntables, traversers and components for the track superstructure 900 900
Work shoes and protective supplies 731 553
Other 9 446 9358
Total acquisition cost 131812 127729
Provisions 0 0
Net balance 131812 127729

In the years ended 31 December 2012 and 2011, the Company recognised no provisions pursuant to the inventory count.

4.5. SHORT-TERM RECEIVABLES

4.5.1. Trade Receivables

Receivables (CZK ' Total Before due date
31 Dec 2012 gross 1699335 1463087
31 Dec 2012 provisions -113 107

31 Dec 2012 net 1586228 1463087
31 Dec 2011 gross 1684353 1484036
31 Dec 2011 provisions -79 592 0
31 Dec 2011 net 1604761 1484036

Past due date

236248
-113 107
123141
200317
-79592
120725

62160
-4775
57 385
44754
-2041

42713

14301
-6 096
8205
9141
-1402
7739

181-365
15857
4118
11739
6918
-1244

5674
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366-730 over 730
19903 124027
-9729 -88 389
10174 35638
16 559 122945
-4 970 -69 935
11589 53010
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Receivables past their due date include receivables arising from unpaid VAT by
foreign railway organisations and receivables from railway organisations from
the Balkans. The Company actively negotiates with debtors; these receivables
are gradually repaid by the foreign railway organisations specifically in the
form of mutual offsets and repayment schedules.

Provisions against receivables as of 31 December 2012 are recognised in line
with the accounting policies described in detail in Point 3.6.

4.5.2. Short-Term Intercompany Receivables

m Short-term trade receivables

Name of the entity Balance Balance
(CZK'000) on 31 Dec 2012 on 31 Dec 2011
DPOV, a.s. 15997 11610
CD, ass. 8890 8196
Vyzkumny Ustav Zeleznicni, a.s. 1272 371
CD - Telematika, a.s. 85 21
CD - Informacni Systémy, a.s. 0 0
Dopravni vzdélavaci institut, a.s. 0 0
RAILREKLAM, spol. s r.o. 0 0
CD Reality, a.s. 0 0
RailReal, a.s. 0 0
CD Travel, s.r.o. 0 0
Smichov Station Development, a.s. 0 0
Zizkov Station Development, a.s. 0 0
Centrum HoleSovice, a.s. 0 0
CD Logistics, a.s. 87089 107 190
RAILLEX, a.s. 5039 2775
BOHEMIAKOMBI, spol. s r.o. 1131 1299
Ostravska dopravni spolecnost, a.s. 27 305 5465
CD Generalvertretung GmbH 17 350 12 267
CD Generalvertretung Wien GmbH 0 0
Koleje Czeskie Sp. z 0. o. 28867 18 269
Generdlne zastdpenie CD Cargo, s.r.0. 72 0
CD-DUSS Terminal, a.s. 0 0
Terminal Brno, a.s. 78 0
Total short-term intercompany receivables 193175 167 463

4.6. ESTIMATED RECEIVABLES
As of 31 December 2012 and 31 December 2011, the Company recognised esti-
mated receivables as follows:

(CZK'000) 31 Dec 2012 31 Dec 2011
Income from international transportation of wagon loads - export 14 324 18 253
Income from international transportation of wagon loads - import 19912 23153
Income from international transportation of wagon loads - transit 45506 44 449
Income from local transportation of wagon loads 0 11
Income from border services 38602 39212
Estimated receivables - CD, a.s. 4 27

Other estimated receivables (lease and repairs of wagons,

financial bonuses, damages) 99 206 139273

Total estimated receivables 217 554 264378

4.7. DEFERRED EXPENSES

Deferred expenses amounted to CZK 412,568 thousand and CZK 347,162 thousand as
of 31 December 2012 and 31 December 2011, respectively. As of 31 December 2012,
this amount predominantly included finance lease instalments of CZK 312,264 thou-
sand. As of 31 December 2011, these payments amounted to CZK 246,540 thousand.

4.8. EQUITY

4.8.1. Share Capital

As of 31 December 2009, the share capital of the Company was 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, ado-
pted the resolution on the decrease in the share capital of CD Cargo, a.s. in accor-
dance 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 2012, the
Company records the share capital of CZK 8,494,000 thousand paid in full.

4.8.2. Changes in Equity
Changes in equity are presented in the Statement of Changes of Equity as of
31 December 2012.

4.9. GAINS AND LOSSES FROM THE REVALUATION OF ASSETS AND LIABILITIES
(@4 gi]0)] 31 Dec 2012 31 Dec 2011

Valuation of derivatives hedging future cash flows -40 942 -36738

Valuation of an equity investment accounted for using the equity

method of accounting 83182 57393
Deferred tax on derivatives 7779 6980
Total 50019 27635

4.10. RESERVES

Balance on
(CZK'000) 31 Dec 2010 Recognition
Reserve for complaints 19165 17 587
Reserve for legal disputes 7198 18 065
Reserve for outstanding vacation days 27 582 25827
Reserve for business risks 240000 150 000
Reserve for restructuring 0 110365
Reserve for employee benefits 0 105 800
Reserve for the fee for the use of trademark 0 95000
Other 0 6410
Total 293 945 529 054

19165
8370
27 582

o o o o o

55117

Balance on
31 Dec 2011

17 587
16 893
25827
390000
110 365
105800
95000
6410
767 882

Recognition

44962
52732
27676
149988
535000
55253

0
11705
877 316
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Balance on

31 Dec 2012

17 587 44962
16 252 53373
25827 27676
0 539988

110 365 535000
52550 108 503
95000 0
7570 10 545
325151 1320047

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 dis-
putes and in accordance with the inherent level of prudence, management has decided to increase the amount of the non-tax deductible reserve by CZK 149,988 thousand to the
total amount of CZK 539,988 thousand to cover potential expenses relating to potential risks for business transactions.

As of 31 December 2012, management has decided to make organisational changes pursuant to the prepared restructuring plan, the principal features of which were communi-
cated within the Company. The future cash outflows relating to the restructuring were estimated at CZK 535,000 thousand in the plan. The restructuring involves the inspection
of the rolling stock and the scrapping of redundant wagons and traction vehicles as described in Point 4.2.

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 108,503 thousand using an actuarial model. For details on this

model, refer to Point 3.

4.11. LONG-TERM PAYABLES

(vig 31 Dec 2012 31 Dec 2011
Long-term prepayments received 3803 41915
Issued bonds 2500000 2000000
Long-term supplier payables 199983 510108
Derivative financial instruments 71144 31749
Total 2774930 2583772

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 outstanding bonds issued under the bond programme may amount up to 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 2011 and 2012: 4.12.2. Intercompany Payables (CZK000) o T A o e
.. = shortctermtrade payables
m Unbilled investment supplies 184 0
Manager Komeréni banka, a.s. Manager Ceskoslovenska obchodni banka, a.s. ]
Name of the entity (CZK ‘000) Balance on 31 Dec 2012 Balance on 31 Dec 2011 Expenses for border services 36373 35140
Date of issue 20June 2011 Date of issue 12 January 2012 S
Ceské drahy a.s. 270121 248 647 Estimated payables - CD-T, a.s. 6 0
Total nominal value CZK 1,000,000 000 Total nominal value CZK 200,000,000 _ i
CD - Telematika, a.s. 6317 12631 Estimated payables - €D, a.s. 30960 39077
Interest rate Fixed interest income Nominal value of the bond CZK1 . R
CD - Informacni Systémy, a.s. 51239 47554 Estimated payables — CD Generalvertretung GmbH 35525 28 837
Interest rate (1-3 years); coupon 3.183%p.a. Interest rate Variable interest income
‘ DPOV, as. 58258 92949 Other estimated payables (predominantly repairs and lease 120 438 77 387
Interest rate (4-5 years); coupon 5%p.a. Reference rate 6M PRIBOR
(4-5 years) P °p CD travel, s.r.0. 2981 3504 of wagons)
Issue rate 98.025% 6M PRIBOR (first yield period); coupon 1.45%p.a. :
(first yield period); coup p Dopravni vzdslévac institut, a.s. 2457 2026 Total estimated payables 331599 325274
Payment of interest income annually retrospectively Hedged value for all the following periods 1.64%p.a.
RAILREKLAM, spol. s r.o. 0 0
Date of the payment of interest 20 June each year Mark-u 1.30%p.a. | -
pay J y P P Vyzkumny Ustav Zeleznicni, a.s. 0 0 4.14.BANK LOANS
Date of the final maturity 20 June 2016 Issue rate 97.506% _ .
Date of the final maturity (exercise of the put option) 20 June 2014 Payment of interest income Bi-annually retrospectivel CPReally. 2 ° ° 4.14.1. Long-Term Bank Loans
url X I u 1 u 1 1 1= u 1V
v putop v ¥ retrospectively RailReal, a.s. 0 0 The Company used no long-term loans as of 31 December 2011 and 2012.
Date of the interest payment 22 June and 22 Dec each year . .
Smichov Station Development, a.s. 0 0 4.14.2. Short-Term Bank Loans
Date of final maturity 22 Dec 2015 o . i
. m Balance on 31 December 2012:
L . B Centrum HoleSovice, a.s. 0 0
Manager Ceskoslovenska obchodni banka, a.s.
) Jidelni a laZkové vozy, a.s. 185 139
. - D Logistics, a.s. 4001 997 Bank (CZK'000 currenc 31Dec 2012 Interest rate collateral
Total nominal value CZK 500,000,000 Manager Ceskoslovenska obchodni banka, a.s. ( ) Y
RAILLEX, a.s. 0 0 C a i S. ibor+0. a.
Nominal value of the bond K1 Date of issue 19 January 2012 Ceskoslovenska obchodni banka, a.s CZK 183294 O/NPribor«0.80p.a.  No collateral
o ) . BOHEMIAKOMBI, spol. s r.o. 0 0 Komer¢ni banka, a.s. - revolving CzK 0 O/N Pribor+0.78 p.a.  No collateral
Interest rate Variable interest income Total nominal value CZK 300,000,000
Ostravska dopravni spolecnost, a.s. 7811 9798 KomerZni banka, a.s. 7K 0 N Pribor+0. a. Nocollateral
Reference rate 6M PRIBOR Nominal value of the bond K1 P P ercni ' . O/N Pribor+0.98 p o€ ¢
CD Generalvertretung GmbH 2444 34204 5 3 Givérova ibor+
6M PRIBOR (first yield period); coupon 1.45%p.a. Interest rate Variable interest income 9 Vseobecna dverovd banka, a.s. K 333373 O/NPribor+0.65pa.  No collateral
CD Generalvertretung Wien GmbH 0 7916 ibor+
Hedged value for all the following periods 1.64%p.a. Reference rate 6M PRIBOR 9 ING Bank N. V. CzZK 158 944 O/NPribor+0.38 p.a.  No collateral
. . Koleje Czeskie Sp. z 0.0. 83858 6038 Citi Bank Europe, plc czK 183894  O/N Pribor+0.45 p.a.  No collateral
Mark-up 1.30%p.a. 6M PRIBOR (first yield period); coupon 1.45%p.a. pe. P P
. . Generalne zastdpenie CD Cargo, s.r.0. 2605 13656 Total 859 505
Issue rate 97.464% Hedged value for all the following periods 1.64%p.a. E
) ) X X Terminal Brno, a.s. 957 919
Payment of interest income Bi-annually retrospectively Mark-up 1.30%p.a.
. CD-DUSS Terminal, a.s. 0 0 m Balance on 31 December 2011:
Date of the interest payment 22 June and 22 Dec each year Issue rate 97.518%
i i i . . Total short-term payables 418 234 480978
Date of final maturity 22 Dec 2015 Payment of interest income Bi-annually retrospectively
Loan Balance on Form of
Date of the interest payment 22 June and 22 Dec each year Bank (CZK '000) currency  31Dec2011 Interest rate collateral
f final i 4.12.3. Other Payables Ceskoslovenska obchodni banka, a.s CzK 0  O/NPribor+0.80 p.a.  No collateral
Date of final maturity 22 Dec 2015 As of 31 December 2012, other payables primarily include a short-term portion e SUpa
. of supplier payables of CZK 429,962 thousand and short-term derivative financia 0 ompbor0TEpa Nocolara
Manager Raiffeisenbank, a.s. instruments of CZK 28,954 thousand. As of 31 December 2011, short-term supplier Komeréni banka. a.s. K 0 O/NPribor+0.98 p.a.  No collateral
Date of issue 51 Dec 2011 payables amounted to CZK 687,207 thousand and short-term derivative financial _
4.12. SHORT-TERM PAYABLES instruments amounted to CZK 6,209 thousand. Vieobecnd Gvérové banka, a.s. CzK 113089 O/N Pribor+0.65 p.a.  No collateral

Total nominal value CZK 500,000,000 ING Bank N. V. CZK 107187  O/N Pribor+0.38 p.a. ~ No collateral

4.12.1. Aging of Short-Term Trade Payables 4.13. ESTIMATED PAYABLES

074

Interest rate; coupon Fixedinterest income, 3.8%p.2. As of 31 December 2012 and 31 December 2011, the Company recognised estimated Citi Bank Europe, plc K 129433 | O/NPribor+0.45p.a. | No collateral
Issue rate 99.941% Payables T payables as follows: Total 349709

Payment of interest income annually retrospectively (@ZK'000) Total due date date 0-90 91-180 181-365 366-730 over730

Date of the interest payment 21 Dec each year 31Dec2012 2107805 2085780 22025 14 461 18 7546 0 0 4.14.3. Short-Term FinanciaIBorrowings

Date of final maturity 21 Dec 2016 31Dec2011 1837632 1785396 52236 51493 559 184 0 0 Inthe years ended 31 December 2011 and 2012, the Companyused no debt bills.
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4.14.4. Strategy for Funding the Company’s Subsequent Years

Lease-back

In 2012, the Company proceeded with the first tranche of the lease-back of
modernised 363.5 series traction vehicles. For 2013, the Company is planning to
use the lease-back for the funding of the modernisation of other 20 modernised
locomotives from the 163 series to the 363.5 series with the acquisition cost of
CZK 1,197 million.

Operating Bank Loans

In funding its operating needs, CD Cargo uses overdraft and revolving loans
advanced by five banks in the maximum amount of CZK 1.8 billion. The increase in
competition among the banks allowed the Company to secure lower interest rates.
The stratification of the lending to several financing entities results in the risk of the
termination of the funding being sufficiently diversified.

Bill of Exchange Programme
The Company has the possibility to use the bill of exchange programme as and when
needed. This programme is currently not used.

Bonds

With a view 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 in the aggregate amount of CZK 6 billion for 10 years. In 2011,
threeissues 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 reduces the risk of a lack of liquidity arising from
the option to apply termination periods on bank loans.

Lease

To fulfil the strategic task involving the long-term achievement of the required level
of financial stability and the strengthening of the cash flow in relation to the insuf-
ficient share of long-term sources of funding in terms of the existing and intended
level of acquisition of non-current assets, the Company has the objective of arran-
ging for leases to become an achievable form of long-term funding in 2013.

Summary

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

Based on the planned funding structure, the Company will achieve a sufficient
volume of available sources for funding its 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).

4.15. DERIVATIVE FINANCIAL INSTRUMENTS

Positive fair value Negative fair value Total
Derivatives designated as fair value hedges 0 -41 634 -41 634
Derivatives designated as cash flow hedges 17523 -58 465 -40 942
Total 17523 -100 099 -82576

Positive fair value Negative fair value Total
Derivatives designated as fair value hedges 2975 -1219 1756
Derivatives designated as cash flow hedges 0 -36738 -36 718
Total 2975 -37 957 -34 982

To hedge foreign exchange rate losses arising from the strengthening of the Czech
crown in 2011 and 2012, the Company used the following derivative transactions:

m InDecember 2011, hedging using the currency forward in cooperation with three
banks of EUR 3 million per month from January 2012 to December 2012 on the
level of the hedged foreign exchange rate of CZK 25.76/EUR;

m In February 2012, the Company subsequently 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 InMay 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;

m 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; and

= InNovember 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.

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

m 30 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);

m 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 is effective from mid-2012 through the end of 2015
(trading derivatives).

In 2012, the Company hedged the price of crude oil using the following hedging
transactions:

m 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 inindividual transactions determined to a different level,
specifically USD 924.5/mt, USD 903/mt, USD 910/mt, USD 900/mt;

m 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 InDecember 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 InDecember 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.

4.16. INCOME TAXATION

4.16.1. Deferred Tax
The deferred tax asset/ (liability) is analysed as follows:

m Deferred Tax Arising from

(CZK'000) Balance on 31 Dec 2012 Balance on 31 Dec 2011
Net book value of fixed assets -711 595 -708 564

of which the impact of components -168 588 -159 473
Provisions against fixed assets 10954 21133
Contractual fines and penalty -6 614 -13775
Receivables 7693 5015
Reserves 250809 145708
Tax loss 7096 20906
Derivatives 7779 6980
Total -433 878 -522 597

1)an 2012 522597
Current changes charged against the profit and loss account -87 920

From current activities -27 151

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

1.1.2011 421879
Current changes charged against the profit and loss account 79703

From current activities 120584

From extraordinary activities -40 881
Total charges against the profit and loss account 79703
Current changes recognised in equity 21015
Total recognised in equity 21015
31 Dec 2011 522597
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4.17. DUE PAYABLES ARISING FROM SOCIAL SECURITY AND HEALTH
INSURANCE CONTRIBUTIONS AND TAX ARREARS

VySe The balance of due payables arising from social security contributions and

contributions to the State employment policy was CZK 82,402 thousand and CZK

83,200 thousand as of 31 December 2012 and 31 December 2011, respectively.

The balances of due payables arising from public health insurance contributions
were CZK 35,741 thousand and CZK 35,733 thousand as of 31 December 2012 and
31 December 2011, respectively.

The Company records no tax arrears to local taxation authorities.

4.18. DETAILS OF INCOME BY PRINCIPAL ACTIVITY

m Year Ended 31 December 2012

(CZK'000) In-country Cross-border Total
Sales of freight transportation 7304 254 4894 340 12198 594
Other sales of freight transportation 794123 897 667 1691790
Sales of other services 0 37704 37704
Total 8098 377 5829711 13928088

m YearEnded 31 December 2011

(CZK'000) In-country Cross-border Total
Sales of freight transportation 6995473 5431867 12427 340
Other sales of freight transportation 921196 894120 1815316
Sales of other services 0 161 361 161361
Total 7 916 669 6487 348 14 404 017

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

077
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4.18.1. Income Generated with Related Parties

m Year Ended 31 December 2012

Entity (CZK 00

(D, as.

CD - Telematika, a.s.

CD - Informagni Systémy, a.s.
Vyzkumny Ustav Zeleznicni, a.s.
DPOV, a.s.

CD Generalvertretung GmbH

CD Generalvertretung Wien GmbH
Koleje Czeskie Sp. z 0.0.

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

CD-DUSS Termindl, a.s.

Terminal Brno, a.s.

Dopravni vzdélavaci institut, a.s.
CD Travel, s.r.0.

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

Celkem

m Year Ended 31 December 2011

Entity (CZK

(D, as.

CD - Telematika, a.s.

(D - Informacni Systémy, a.s.
Vyzkumny Ustav Zeleznicni, a.s.
DPOV, a.s.

CD Generalvertretung GmbH

CD Generalvertretung Wien GmbH
Koleje Czeskie Sp. z 0.0.

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

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

Celkem

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

Relation to the Company

Parent

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

Fellow subsidiary

Relation to the Company

Matefskd spolecnost
Sesterskd spolecnost
Sesterskd spolecnost
Sesterska spolecnost
Sesterskd spolecnost
Dcefina spolecnost
Dcefina spole¢nost
Dcefina spole¢nost
Dcefina spolecnost
Dcefina spolecnost
Sesterska spolecnost
Sesterskd spolecnost

Sesterskd spolecnost

447

6615

20

6722

Services

23987
175

0

4725
16 623
248 414
22
125285
669
575601
189

285

0

995 975

1321

Other income

5327

Other income
25630
112

0

4200
22 405
167978
90
148422
1991
591821
0

0

0

962 649

Fin. income

1809

1059

338

3206

61

324

3401

29271
175

0

4725
17077
250223
22

126 344
669
575973
189
287

0

1004 955

29722
112

0

4200
22736
167 979
90
155098
1991
592165
0

0

0

974 093

4.18.2. Purchases from Related Parties

m Year Ended 31 December 2012

Entity (CZ )]

CD - Telematika, a.s.

CD - Informacni Systémy, a.s.
Vyzkumny Ustav Zeleznini, a.s.
DPOV, a.s.

(D, as.

CD Generalvertretung GmbH

CD Generalvertretung Wien GmbH

Koleje Czeskie Sp. z 0.0.

Generalne zasttpenie 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.0.
Ostravska dopravni spole¢nost, a.s.
Smichov Station Development, a.s.
Zizkov Station Development, a.s.
Centrum HoleSovice, a.s.

Dopravni vzdélavaci institut, a.s.
(D Travel, s.r.o.

JLV, ass.

Masaryk Station Development, a.s.
Other*

Total

m Year Ended 31 December 2011

E

ity (CZK '000)

CD - Telematika, a.s.

(D - Informacni Systémy, a.s.
Vyzkumny Ustav Zeleznicni, a.s.
DPOV, a.s.

(D, as.

CD Generalvertretung GmbH

CD Generalvertretung Wien GmbH

Koleje Czeskie Sp. z 0.0.

Generalne zastdpenie CD Cargo, s.r.0.

(D Logistics, a.s.

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

Other*

Total

Relation to the Company

Fellow subsidiary
Fellow subsidiary
Fellow subsidiary
Fellow subsidiary
Parent
Subsidiary
Subsidiary
Subsidiary
Subsidiary
Subsidiary
Subsidiary
Subsidiary
Subsidiary
Subsidiary
Subsidiary
Fellow subsidiary
Fellow subsidiary
Fellow subsidiary
Fellow subsidiary
Fellow subsidiary
Fellow subsidiary

Fellow subsidiary

Relati
Fellow subsidiary
Fellow subsidiary
Fellow subsidiary
Fellow subsidiary
Parent
Subsidiary
Subsidiary
Subsidiary
Subsidiary
Subsidiary
Fellow subsidiary
Fellow subsidiary

Fellow subsidiary

* “Other” includes certain companies that are not included in the Ceské drahy consolidation group.

Assets
84038
33722

210
94 809

416

213 505

Assets

4451

11708

645

138 540

758

0

0

878

156 980

Material
190

1761

0

72
693018

0

695 684

“Other” includes certain companies that are not included in the Ceské drdhy consolidation group.

Material
913

1260

0

709
748912

0

752648

Services
17505
104 940
30

26 830
1420541
43657
8982
215 475
41334
16 557

0

8947

18614
25343
1543
0

516

2000559

Services
44 545
81151

3
40271

1357107
35255
20849
15541
18476

3658
0

0

0
42683

1659539
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Other expenses

0

0

16 821

Other expenses

0
0
0
0

703

703

Total
101733
140423

240
121711
2130635
43657
8982
215785
41334
17 200

0

8947

156

49745

18614
25348
1543
0

516

2926 569

Total
49909
94119

648
179 520
2107 480

35255
20 849
16419
18476

4510
0

0

0
42685

2569 870
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4.18.3. Purchases and Sales of Fixed Assets and Non-Current Financial
Assets with Related Parties

Sales
In the year ended 31 December 2012, the Company sold no tangible, intangible or
financial assets to related parties.

In the year ended 31 December 2011, the Company sold tangible fixed assets to
Ceské drdhy, a.s. in the amount of CZK 87 thousand and to Koleje Czeskie, Sp. z 0. o.
in the amount of CZK 6,615 thousand and to CD Logistics, a. s. in the amount of
CZK 20 thousand.

Purchases

m Year Ended 31 December 2012

Entity LGB

(CZK'000) to the Company Intangible FA Tangible FA Total
CD - Telematika, a.s. Fellow subsidiary 0 84038 84038
CD - Informacni 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 94 809
(D, as. Parent 406 10 416
CD Generalvertretung GmbH Subsidiary 0 0 0
CD Generalvertretung Wien GmbH  Subsidiary 0 0 0
Koleje Czeskie Sp. z 0.0. Subsidiary 0 310 310
Generdlne 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. s r.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
Dopravni vzdélavaci institut, a.s. Fellow subsidiary 0 0 0
CD Travel, s.r.o. Fellow subsidiary 0 0 0
JLV, ass. Fellow subsidiary 0 0 0
Masaryk Station Development, a.s. Fellow subsidiary 0 0 0
Total 34128 179377 213505

m Year Ended 31 December 2011

Entity Relation

(CZK'000) to the Company Intangible FA Tangible FA

CD - Telematika, a.s. Fellow subsidiary 5 4 446 4451
CD - Informacni Systémy, a.s. Fellow subsidiary 11708 0 11708
Vyzkumny Ustav Zeleznicni, a.s. Fellow subsidiary 0 645 645
DPOV, a.s. Fellow subsidiary 0 138540 138540
(D, as. Parent 0 758 758
CD Generalvertretung GmbH Subsidiary 0 0 0
CD Generalvertretung Wien GmbH  Subsidiary 0 0 0
Koleje Czeskie Sp. z 0.0. Subsidiary 0 878 878
Generdlne zasttipenie CD Cargo, s.r.o. ~ Subsidiary 0 0 0
CD Logistics, 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
Total 11713 145267 156 980

4.19. CONSUMED PURCHASES

(CZK'000) Year ended 31 Dec 2012 Year ended 31 Dec 2011
Consumed material 423838 423661
Consumed energy 1360008 1285032
Consumed fuels 585294 666 329
Total consumed purchases 2369140 2375022

Consumed energy in the year ended 31 December 2012 includes consumed traction
energy purchased from Ceské drahy, a.s. in the amount of CZK 1,251,364 thousand.

Consumed energy in the year ended 31 December 2011 includes consumed traction
energy purchased from Ceské drahy, a.s. in the amount of CZK 1,179,633 thousand.

4.20. SERVICES

(vie Year ended 31 Dec 2012 Year ended 31 Dec 2011
Repairs and maintenance 445366 280525
Travel expenses 39480 44326
Representation costs 2374 2923
Telecommunication, data and postal services 139474 142423
Other rental 137582 145453
Use of the railway route, operations control 2220595 2343038
Lease for wagons 672181 720111
Lease for traction vehicles 21686 2148
Transportation fee 5820 721854
Costs of general representation 54265 69 404
Lease 721199 717 298
Border services 181181 178 853
Promotion, advertising 68 109 79067
Healthcare 32638 31809
Costs of purchased services 1256098 156 839
Other services 275537 270217
Total 6 273 585 5906 288

The services for the use of the railway route and operations control are expenses
incurred with respect to SZDC, s.o0.

4.21. DEPRECIATION OF INTANGIBLE AND TANGIBLE FIXED ASSETS

(CZK'000) Year ended 31 Dec 2012 Year ended 31 Dec 2011
Depreciation of intangible and tangible fixed assets 1014120 844 006
Amort|sgtlon of a positive valuation difference 1565 747 374 094
on acquired assets

Total depreciation 2579867 1218100

4.22. OTHER OPERATING INCOME

(CZK'000) Year ended 31 Dec 2012  Year ended 31 Dec 2011
Claims for damages 83635 26 544
Subsidies — accompanying social programme 3 23000
Gain of material 20162 21136
Sundry operating income 67056 112 844
Total 170 856 183524

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
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the compensation for increased costs incurred due to traffic closures amounted to
CZK 36,355 thousand and CZK 23,066 thousand in the years ended 31 December 2012
and 2011, respectively. The total income arising from the compensation forincreased
costs incurred due to closures of traffic amounted to CZK 186,355 thousand from
1 December 2007 to 31 December 2012.

4.23. OTHER OPERATING EXPENSES

(CZK'000) Year ended 31 Dec 2012 Year ended 31 Dec 2011
Uniforms and lump sum payments to employees 6815 5769
Insurance payments 47 475 49 281
Compensation of damage 32415 57661
Membership fees 18 964 1899
Sundry operating expenses 16 373 16 223
Total 122 042 130833

4.24. INCOME FROM NON-CURRENT FINANCIAL ASSETS

(CZK'000) Year ended 31 Dec 2012  Year ended 31 Dec 2011
Received dividends 36114 15850
Total 36114 15 850

4.25. INTEREST INCOME

(CZK'000) Year ended 31 Dec 2012  Year ended 31 Dec 2011
Interest on current bank accounts 285 424
Interest taxed using a special tax rate 0 1
Premium from settled receivables and payables 448 0
Other interest received from other debtors 1042 1443
Total 1775 1868

4.26. OTHER FINANCIAL INCOME

(CZK'000) Year ended 31 Dec 2012 Year ended 31 Dec 2011
Foreign exchange rate gains 376 676 173636
Total 376676 173636

4.27. OTHER FINANCIAL EXPENSES

(CZK'000) Year ended 31 Dec 2012  Year ended 31 Dec 2011
Foreign exchange rate losses 390975 144 314
Sundry financial expenses 5665 5208
Total 396 640 149522
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4.28. EXTRAORDINARY EXPENSES

(CZK'000) Year ended 31 Dec 2012  Year ended 31 Dec 2011
Recognition of the reserve for employee benefits 0 104 800
Recognition of the reserve for restructuring 535000 110 366
Total 535000 215166

For detailed comments on the policy of recognising reserves — refer to Point 3.10.
The recognition and use of the reserve for employee benefits for the year ended
31 December 2012 is reported in line G. ‘Change in reserves and provisions relating
to operating activities and complex deferred expenses'.

4.29. STAFF COSTS AND NUMBER OF EMPLOYEES

The following table summarises the average number of the Company’s employees
and managers for the year ended 31 December 2012:

Bonus for the Contribution Contribution

Social security ~ Other members for the for the

Payroll and health staff of statutory capital life pension

Number costs insurance * costs bodies insurance insurance
Employees 8890 2969487 1027301 175453 0 65567 98944 4336752
Managers 20 46 068 12894 1042 19054 121 62 79 241
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

The following table summarises the average number of the Company’s employees
and managers for the year ended 31 December 2011:

Bonus for the Contribution Contribution

Social security  Other members for the for the

Payroll and health staff of statutory capital life pension

Number costs insurance * costs bodies insurance insurance
Employees 9187 3028361 1039684 118403 0 67 462 100592 4354502
Managers 19 47592 12766 374 15908 303 74 77017
Total 9206 3075953 1052450 118777 15908 67769 100666 4431519

* 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 discounted fares. Management of the Company has the possibility to use
benefits in kind 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 2012, 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 2012

Type of Reason for the issuance
(ELELQETEDIE

In favour of guarantee Amount Currency Until

Bank guarantee for the

Westlnvest Waterfront fulfilment of allliabilities

Towers, s.r.o., and obligations of the
Jankovcova 1569/2¢, Lease 227,267 EUR 30 Sept Lessee arising from the
170 00 Prague 7, guarantee 2013 .
HoleSovice Lease Contract with
Corporate ID 26178338 Westinvest Waterfront
Towers s.r.0. - Lighthouse.
Bank guarantee in the
HYPARKOS, s.r.o., does E‘tl)inctotr:;fycvlai;a{ﬂz
Skrétova 490/12, Lease 30 June . !
120 00 Prague 2, quarantee 16,517,056 CZK 2013 obligations stipulated by

the Contract for the Lease
of Buildings and Land in the
Logistics Centre in Lovosice.

Corporate ID 27626130

5.2. BANK GUARANTEES RECEIVED

m List of active bank guarantees received by €D Cargo, a. s.
as of 31 December 2012

Reason for the

Bank guarantee Guarantee issuance of a bank
received from provider Amount  Currency guarantee
SKODA

TRANSPORTATION, a.s., » Bank guarantees
cqrpqrate Ip 62623753, Komercni 179,550,000 K 31 Dec arising from contract
with its registered office  banka, a.s. 2013 forwork no.
atBorskd 2922/32, $1/03/018/08/SML
301 00 Plzen dated 11 December
ZKODA 2098 fqrthe
TRANSPORTATION, &.5., (o o0 '-IM°der"t{Sat'$” of
corporate ID 62623753, : 31 March ocomotives from
with its registered office g:{:izdgls 179,550,000 CzK 2013 163 sgrl(?.’s o _363
at Borska 2922/32, T series” project.

301 00 Plzen

6. Post Balance Sheet Events

On 7 March 2013, management of the Company approved the sale of 86 traction vehicles to
the subsidiary Koleje Czeskie Sp. Z. 0.0. The selling price of CZK 718,560 thousand was deter-
mined on the basis of expert appraisal no. 1409-7/2013 dated 13 February 2013 which was
prepared by a court-appointed expert specialised in economics and mechanical engineering.
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Separate Financial Statements (IFRS)

Separate Financial Statements for the
Year Ended 31 December 2012

prepared under IFRS as adopted by the EU

m STATEMENT OF FINANCIAL POSITION (BALANCE SHEET) AS OF 31 DECEMBER 2012

(€

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

Other financial payables
Other payables

Total current payables

TOTAL LIABILITIES

21
21

22

23
25
26

24
22
23
25
26

31 Dec 2012

14628914
236 644

92870

3211
10772

90
14972501
89042
1755060
6827

96 090
112330
158 065
2217414
17 189915
8494 000
225148
-3555743
5163 405
4646 222
267 827
70070
243014
367746
5594879
2402987
1605 285
1249977
508 724
664 658
6431631
17 189915

31 Dec 2011

13837016
195083

79903

6577
19025
141
14137745
89890
1788187
569
119893
284169
92525
2375233
16 512978
8494 000
228552
-2746 236
5976 316
4324185
86961
65298
479740
381498
5337682
2145181
925154
706 252
753079
669 314
5198 980
16512978
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m STATEMENT OF PROFIT OR LOSS FOR THE YEAR ENDED 31 DECEMBER 2012

(czK"

CONTINUING OPERATIONS

Revenue from principal operations™

Other operating income™

Purchased consumables and services
Employee benefit costs

Depreciation and amortisation

Other operating losses

Profit (loss) before interest and tax
Financial expenses

Other gains

Profit (loss) before tax

Income tax expense

Loss for the period from continuing operations
DISCONTINUED OPERATIONS

Profit (loss) from discontinued operations

Loss for the year

Year ended 31 Dec 2012  Year ended 31 Dec 2011

13415
751
-7 683
-4 336
-1870
-661
-385
-266
24
-627
-181
-809

-809

* Restated figures as of 31 December 2011, refer to Point 2.17.

264 13766563
537 801430
887 -7 410 207
386 -4 384313
498 -1881419
931 -606 738
901 285316
051 -300 044
110 33647
842 18919
665 -82165
507 -63 246

0 0
507 -63 246

m STATEMENT OF COMPREHENSIVE INCOME FOR THE YEAR ENDED 31 DECEMBER 2012

(CZK'000)

Loss for the year

Financial derivative instruments used in hedge accounting

Relating deferred income tax

Other comprehensive income (loss) for the year

Total comprehensive income (loss) for the year

Year ended Year ended
31 Dec 2012 31 Dec 2011
-809 507 -63 246
-4203 92136

799 -13383

-3404 78753
-812911 15507

m STATEMENT OF CHANGES IN EQUITY FOR THE YEAR ENDED 31 DECEMBER 2012

Balance on 31 December 2010

Loss for the period

Other comprehensive income for the year
Balance on 31 December 2011

Loss for the period

Other comprehensive income for the year

Balance on 31 December 2012

Share

capital

8494 000
0
0
8494 000
0
0
8494 000

Reserve and
other funds

149799
0
78753
228552
0
3404
225148

Retained Total
earnings equity

-2682990 5960 809
-63 246 -63 246

0 78753

-2746 236 5976 316
-809 507 -809 507
0 -3404

-3555743 5163 405

083



ANNUAL REPORT 2012 OF CD CARGO, A.S.

084

15

m CASHFLOW STATEMENT FOR THE YEAR ENDED 31 DECEMBER 2012

(CZK'000)

CASH FLOWS FROM OPERATING ACTIVITIES
Profit (loss) for the year before tax

Dividend income

Financial expenses

Profit (loss) from the sale and disposal of non-current assets

Depreciation and amortisation of non-current assets
Impairment of non-current assets

Impairment of trade receivables

Foreign exchange rate gains (losses)

Other

Cash flow from operating activities before changes
in working capital

Increase in trade receivables

Decrease (increase) in inventories

Decrease (increase) in other assets

Increase (decrease) in trade payables

Increase in provisions

Decrease in other payables

Total changes in working capital

Cash flows from operating activities

Interest paid

Income tax paid

Net cash flow from operating activities
CASH FLOWS FROM INVESTMENT ACTIVITIES
Payments for property, plant and equipment
Proceeds from the sale of property, plant and equipment
Costs of acquisition of intangible assets
Received interest

Received dividends

Net cash flows (used in) from investment activities
CASH FLOWS FROM FINANCING ACTIVITIES
Use of loans and borrowings

Repayments of loans and borrowings

Net cash flow from financing activities

Net increase in cash and cash equivalents

Cash and cash equivalents at the beginning of the reporting period

Cash and cash equivalents at the end of the reporting period

Year ended
31 Dec 2012

-627 842
-36114
266 051
-32525

1870498
-47 369

33515
6809
-12557

1420466

-10 856
-1571
190978
567 694
548 497
-596 666
698 076
2118542
-147 702
-6 258
1964582

-2842613
14 005
-86 886
1775
36114
-2877 605

3755361
-2776798
978563
65540
92525
158 065

Year ended
31 Dec 2011

18919
-15850
397 275
-35945

1865490
106 346
7071
-16 102
4287

2331491

-122 202
4777
-148 207
-432 243
382173
-22 069
-337771
1993720
-302 937
33108
1723891

-1441 447

16 335
-66 090

1868
15850

-1473 484

3282912

-3677 289

-394 377
-143 970
236 495

92525

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 1569/2c, Prague 7, HoleSovice.

As of 31 December 2012, the Company reported 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 financial statements were prepared as of 31 December 2012. The reporting peri-
od is the calendar year from 1 January 2012 to 31 December 2012.

1.2. PRINCIPAL OPERATIONS

The principal activities of CD Cargo, a.s. include the provision of railway transpor-
tation of goods with the set of relating services. The aim of the Company involves
improving its leading position, and being the driving force, on the freight trans-
portation market both in the Czech Republic and 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;

= Import; and

= 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 ca-
pacity requirements, requirements for vehicles, demands for operating technologies
or special care of shipments:

Transportation of solid fuels;

Transportation of ores, metals and machinery products;

Transportation of chemical products and liquid fuels;

Transportation of construction material;

Transportation of wood and paper;

Transportation of food and agricultural products;

Combined transportation - logistical solutions for transportation of shipments
using intermodal 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 signi-
ficant 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 cen-
tres for rail vehicles.

1.4. STATUTORY BODIES OF THE COMPANY

The sole owner of the Company is Ceské drahy, a.s. which acts as the Company’s ge-
neral meeting, the supreme body of the Company, in the capacity as the sole share-
holder of the Company. The statutory body of the Company is the three-member
Board of Directors; the supervisory body is the five-member Supervisory Board.
The advisory and initiative body is the three-member Administration Board, the
members of which are appointed by the general meeting pursuant to the propo-
sal of the Czech Republic — the Transportation Ministry. The Company established
a three-member Audit Committee, the members of which were appointed by the
sole shareholder.

The composition of Company’s Bodies as of 31 December 2012:
Board of Directors

m Chairman: Petr Zaluda
= Member: Petr May
m  Member: Vlastimil Chobot

On 24 April 2012, Ceské drahy, a.s., as the sole shareholder of the Company, acting
in the capacity of the general meeting, decided to decrease the number of members
of the Board of Directors from four to three members, recalled Jan Vlasak and Sonny
Sonnberger as members of the Board of Directors and appointed Roman Vallovi¢
a member of the Board of Directors with effect from 24 April 2012.

At its meeting held on 5 September 2012, the Board of Directors discussed the writ-
ten announcement on the resignation of the member, Jifi Spi¢ka. His position of the
member of the Board of Directors expired on 5 September 2012.

On 25 September 2012, Ceské dréahy, a.s., as the sole shareholder of the Company,
actingin the capacity of the general meeting, appointed Petr May as a member of the
Board of Directors with effect from 25 September 2012.

On 2 October 2012, Ceské drahy, a.s., as the sole shareholder of the Company, ac-
ting in the capacity of the general meeting, recalled Roman Vallovi¢ as a member of
the Board of Directors and appointed Petr Zaluda a member of the Board of Directors
with effect from 2 October 2012.

Gustav Slamecka resigned from the position of a member of the Board of
Directors by making a written announcement to the Board of Directors dated
8 October 2012. At its 15th extraordinary meeting held on 8 October 2012,
the Board of Directors discussed and acknowledged this announcement in its
Resolution no. 1365/2012 and concurrently approved 8 October 2012 as the
expiration date of his position.

Atits 15th extraordinary meeting held on 8 October 2012, the Board of Directors ap-
pointed Petr Zaluda as Chairman of the Board of Directors with effect from 9 October
2012 pursuant to Resolution No. 1366/2012.
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On 9 October 2012, Ceské drahy, a.s., as the sole shareholder of the Company, acting
in the capacity of the general meeting, appointed Vlastimil Chobot a member of the
Board of Directors with effect from 9 October 2012.

Supervisory Board

Member: Radek Nekola
Member: JindFich Nohal
Member: Zdenék Prosek
Member: Milan Spacek
Member: Miroslav Zamecnik

On 2 October 2012, Ceské drahy, a.s., as the sole shareholder of the Company,
acting in the capacity of the general meeting, recalled Petr Zaluda as a member of
the Supervisory Board.

Administration Board

m Chairman: Vit Vesely
= Member: Jaroslav Novak
= Member: Michal Zdének

On 14 February 2012, Vit Vesely was appointed Chairman of the Administration
Board on its 26th meeting.

On 24 July 2012, Ceské drahy, a.s., as the sole shareholder of the Company, acting in
the capacity of the general meeting, recalled Jifi Franc and Jakub Kopfiva as mem-
bers of the Administration Board and appointed Jaroslav Novak and Michal Zdének
members of the Supervisory Board.

Audit Committee

m Chairman: OldFich Vojit
= Member: Miroslav Zamecnik
= Member: Libor Joukl

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

2. Significant Accounting Policies

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

2.2. BASIS OF PREPARATION

The 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.

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 state-
ments present the Company’s financial position regardless of the results of subsidi-
aries and other group entities.

Unless stated otherwise, all figures are stated in Czech crowns.
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2.3. 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 transferred 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 reference to the stage of completion of the service contract.

Dividend revenue from investments is recognised when the Company's right to rece-
ive 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 applicable, 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.

2.4. 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 payments. The corresponding liability to the lessor is included in the
statement of financial position as a finance lease obligation.

Lease payments are apportioned between finance expenses and reduction of the le-
ase obligation so as to achieve 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 are incurred.

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.

2.5. FOREIGN CURRENCIES

Given the economic substance of transactions and the environment in which the
Company operates, the functional and presentation currency used is the Czech
crown (CZK).

Transactions denominated in foreign currencies are recorded at the ruling fixed ex-
change rate announced by the Czech National Bank. If the ruling exchange rate does
not significantly change over time, the Company uses the foreign exchange rate pro-
mulgated 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 exchange rate of the Czech National 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 historical cost in
a foreign currency are not retranslated.

Exchange differences are recognised in profit or loss except for exchange differences
on transactions 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.

2.6. BORROWING COSTS

Borrowing costs directly attributable to the acquisition, construction or producti-
on 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 substantially ready for their intended use or sale.

Investment income earned on the temporary investment of specific borrowings pen-
ding their expenditure on qualifying assets is deducted from the borrowing costs eli-
gible for capitalisation.

All other borrowing costs are recognised in profit or loss in the period in which they
areincurred.

2.7. 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 or otherwise 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 syste-
matic 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 Company without future related costs are recognised in profit or loss in the peri-
od in which they become receivable.

2.8. 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 employee benefits resulting from the collective agreement.

The employee benefit obligations and provisions reported in the statement of finan-
cial position represent their present value as adjusted for unrecognised actuarial ga-
ins 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.

2.9. 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 pro-
fit 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 calcu-
lated using tax rates that have been enacted or substantively 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 computation of taxable profit. Deferred tax liabilities are generally reco-
gnised for all taxable temporary differences. Deferred tax assets are generally reco-
gnised for all deductible temporary differences to the extent that it is probable that
taxable profits will be available against which those deductible temporary differen-
ces 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 no longer probable that sufficient taxable
profits will be available to allow 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 measurement of deferred tax liabilities and assets reflects
the tax consequences that would follow from the manner in which the Company ex-
pects, 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 taxes 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.

2.10. PROPERTY, PLANT AND EQUIPMENT

Property, plant and equipment are carried at cost reduced by accumulated losses
from impairment, and by accumulated depreciation in respect of property and equip-
ment. Land is not depreciated.

Properties in the course of construction are carried at cost, unless there is any re-
cognised 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 their intended 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. 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 ownership 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.

An item of property, plant and equipment is derecognised upon disposal or when no
future economic 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.
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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 repairs. 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).

2.11. INTANGIBLE ASSETS

Intangible Assets Acquired Separately

Intangible assets acquired separately are carried at cost less accumulated amortisa-
tion and accumulated impairment losses. Amortisation is recognised on a straight-li-
ne basis over their estimated 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.

An intangible asset is derecognised on disposal, or when no future economic bene-
fits are expected from its use or disposal. Gains or losses arising from derecognition
of an intangible asset, measured as the difference between the net disposal proce-
eds and the carrying amount of the asset, are recognised in profit or loss when the
asset is derecognised.

2.12. IMPAIRMENT OF TANGIBLE AND INTANGIBLE ASSETS

At the end of each reporting period, the Company 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 reco-
verable amount of the asset is estimated in order to determine the extent of the im-
pairment 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-ge-
nerating unit to which the asset belongs. Where a reasonable and consistent basis of
allocation can be identified, corporate assets are also allocated to individual cash-ge-
nerating units, or otherwise they are allocated to the smallest group of cash-gene-
rating 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 for impairment at least annually, and whenever there is an indica-
tion that the asset may be impaired.

The 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.

Ifthe 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 as-
set (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 impairment loss been recognised
for the asset (or cash-generating unit) in prior years. A reversal of an impairment loss
is recognised immediately in profit or loss.

2.13. INVESTMENTS IN SUBSIDIARIES AND ASSOCIATES
A subsidiary is an entity in which the Company has the power to govern the financial
and operating policies so as to obtain benefits from its activities.
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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.

The financial statements thus present the Company financial position regardless of
the results of subsidiaries and other entities in the group.

2.14. INVENTORIES

Inventories are measured at the lower of cost and net realisable value. Costs of in-
ventories are determined using the weighted arithmetic average method. The netre-
alisable value represents the estimated selling price for inventories less all estimated
costs of completion and costs necessary to make the sale.

2.15. PROVISIONS

Provisions are recognised when the Company has a present obligation (legal or con-
structive) as a result of a past event, it is probable that the Company will be requi-
red to settle the obligation, and a reliable estimate can be made of the amount of
the obligation.

The amount recognised as a provision is the best estimate of the consideration re-
quired to settle the present obligation at the end of the reporting period, taking
into account the risks and uncertainties surrounding the obligation. Where a provi-
sion is measured using the cash flows estimated 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 expec-
ted to be recovered from a third party, a receivable is recognised as an asset if it is
virtually certain that reimbursement will be received and the amount of the receiva-
ble can be measured reliably.

Restructuring Provision

A restructuring provision is recognised when the Company has developed a detailed
formal plan for the restructuring and has raised a valid expectation in those affec-
ted that it will carry out the restructuring by starting to implement the plan or an-
nouncing its main features to those affected by it. The measurement of a restructu-
ring provision includes only the direct expenditures 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.

2.16. 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 that are 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 appropriate, on initial recognition.
Transaction costs directly attributable to the acquisition of financial 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 as-
sets ‘at fair value through profit or loss’ (FVTPL), 'held-to-maturity’ investments,

‘available-for-sale’ (AFS) financial assets and ‘loans and receivables’. The classifica-
tion depends on the nature and purpose of the financial assets and is determined at
the time of initial recognition.

All reqular way purchases or sales of financial assets are recognised and derecogni-
sed 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 marketplace.

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 liabilities’.

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 (inclu-
ding all fees on points paid or received that form an integral part of the effective in-
terest rate, transaction costs and other premiums or discounts) through the expec-
ted 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 instru-
ments 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 to maturity. 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-matu-
rity investments or (c) financial 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 determi-
nable payments that are not quoted in an active market. Loans and receivables (in-
cluding trade receivables 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 receivables 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 impair-
ment at the end of each reporting period. Financial assets are considered to be im-
paired when there is objective evidence that, as a 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 temporarily impaired depending on the an-
ticipated recoverability of receivables based on an individual assessment of a recei-
vable. 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 recogni-
sed 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 impairment 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 impairment 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 sub-
stantially all the risks and rewards of ownership of the asset to another entity.

Equity Instruments

An equity 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 interest 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 financial liability derecognised and the conside-
ration 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. The resulting gain or loss is recognised in profit or loss imme-
diately unless the derivative is designated 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 relati-
onship between the hedging instrument and the hedged item, along with its risk
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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 chan-
ges 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 ac-
cumulated under the heading of the cash flow hedging reserve. The gain or loss rela-
ting 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 reco-
gnised in profit or loss, in the same line of the statement of profit or loss as the reco-
gnised hedged item. However, when the hedged forecast transaction results in the
recognition of a non-financial asset or a non-financial 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 relation-
ship, 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 accumulated 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 accumu-
lated in equity is recognised immediately in profit or loss.

Financial Derivatives Held for Trading
Derivatives that do not meet the conditions for hedging derivatives are classified by
the Company as derivatives held for trading.

The change in the fair value of derivatives held for trading is recognised as an expen-
se or income from derivative transactions.

2.17. CHANGES IN ACCOUNTING POLICIES
In the year ended 31 December 2012, the Company changed the reporting of the
short-term lease of traction vehicles and wagons.

In the financial statements for the year ended 31 December 2011, the above-sta-
ted lease of CZK 551 million was reported by the Company in the statement of pro-
fit orloss line ‘Revenue from principal operations’ in ‘Other revenues from intrastate
freight transportation’. In the financial statements for the year ended 31 December
2012, the above-stated lease of CZK 514 million is reported in the statement of pro-
fitorloss line ‘Other operating income’ under ‘Rental income’.

In the financial statements for the year ended 31 December 2012, the Company rec-
lassified the above-stated lease of CZK 551 million for the year ended 31 December
2011 from ‘Revenue from principal operations’ to ‘Other operating income’ for the
sake of the comparability of the financial statements.
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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 2012

During the year ended 31 December 2012, the following standards, revised stan-

dards and interpretations took effect:

Effective for annual periods
beginning on or after

Amended, new and revised standards and interpretations

IFRS 7 - Financial Instruments

Disclosures — Transfers of Financial Assets LJuly 2011

3.2. STANDARDS AND INTERPRETATIONS USED BEFORE THEIR EFFECTIVE DATES
The Company used no standards or interpretations before their effective dates.

3.3.STANDARDS AND INTERPRETATIONS IN ISSUE NOT YET ADOPTED
At the balance sheet date, the following standards and interpretations were issued but not
yet effective and the Company did not adopt them prior to their effective dates.

Effective for annual periods
beginning on or after

Amended, new and revised standards and interpretations

IFRS 1

Removal of Fixed Dates for First-time Adopters 1July 2011
Government Loans 1January 2013
Temporary Exemption from Disclosure of the Information Required by IFRS 7 1July 2010
Temporary Exemption from the Requirements of IFRS 9 1July 2010
Severe Hyperinflation and Removal of Fixed Dates 1July 2010
Improvements to 2010 - revised IFRS 1, IFRS 3, IFRS 7, 1July 2010 or
IAS 1, IAS 27, 1AS 34, IFRIC13 1 January 2011
IFRS 7

Extended Disclosure Requirements about Derecognition 1July 2013
Amendments to IFRS 7 Financial Instruments: Disclosure and IAS 32 Financial 1 January 2013
Instruments: Presentation — Offsetting Financial Assets and Financial Liabilities and 1 January 2014
IFRS 9

Financial Instruments — Classification and Measurement 1January 2015
Amendments to IFRS 9 - New Mandatory Effective Date

and Transition Disclosures 1January 2015
IFRS 10 - Consolidated Financial Statements:

Transition Guidance 1January 2013
Investment Entities 1January 2014
IFRS 11 - Joint Arrangements 1 January 2013
IFRS 12 - Disclosure of Interests in Other Entities 1January 2013
IFRS 13 - Fair Value Measurement 1 January 2013
Improvements to IFRS 2009 - 2011 1 January 2013

Effective for annual periods

Amended, new and revised standards and interpretations beginning on or after
IAS 1 - Presentation of Financial Statements: Presentation of [tems of Other

Comprehensive Income for Items that will be Reclassified

to the Profit or Loss 1July 2012
IAS 12 - Deferred Tax: Recovery of Underlying Assets 1 January 2012
Income Taxation — Deferred Tax — Recovery of Underlying Assets 1 January 2012

IAS 19 - Employee Benefits — Eliminating an Option of the Corridor

Approach, Disclosure 1January 2013

IAS 24 - Related Party Disclosures 1 January 2011
IAS 27 (2011) - Separate Financial Statements 1 January 2013
IAS 28 (2011) - Investments in Associates and Joint Ventures 1 January 2013
IAS 32 - Classification of Rights Issues 1 February 2010
IFRIC 14 - Prepayments for a Minimum Funding Requirement 1January 2011

Revised IFRIC 14 - IAS 19 - The Limit on a Defined Benefit Asset, Minimum
Funding Requirements and their Interaction — Minimum Funding 1January 2011
Requirement Contributions that would be Required for Future Service

IFRIC 19 - Extinguishing Financial Liabilities with Equity Instruments 1)July 2010

IFRIC 20 - Stripping Costs in the Production Phase of a Surface Mine 1 January 2013

Management of the Company anticipates that the adoption of these standards, re-
vised standards and interpretations will have no material impact on the Company in
the following periods, except for the detailed presentation under IFRS 12 and IAS 1.

The above standards and interpretations have no impact on the disclosure and pre-
sentation or on the disclosed financial results, with the following exceptions:

The Company used an exception listed in paragraphs 25 - 27 of revised IAS 24, effe-
ctive for annual periods beginning on or after 1 January 2011. The exception relates
to the disclosure of related party transactions in respect of state controlled entities
(refer to the Point ‘Related Party Transactions’).

3.4. 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 point

have not been adopted by the European Union:

Effective for annual periods
beginning on or after

Amended, new and revised standards and interpretations

IFRS 1

Removal of Fixed Dates for First-time Adopters 1july 2011
Severe Hyperinflation 1july 2011
Government Loans 1 January 2013
IFRS 7

Extended Disclosure Requirements about Derecognition 1July 2013
Amendments to IFRS 7 Financial Instruments: Disclosure and IAS 32 Financial 1January 2013
Instruments: Presentation — Offsetting Financial Assets and Financial Liabilities and 1 January 2014
IFRS 9

Financial Instruments — Classification and Measurement 1 January 2015

Amendments to IFRS 9 - New Mandatory Effective Date

and Transition Disclosures 1January 2015
IFRS 10 - Consolidated Financial Statements:

Transition Guidance 1 January 2013
Investment Entities 1January 2014
IFRS 11 - Joint Arrangements 1 January2013
IFRS 12 - Disclosure of Interests in Other Entities 1January 2013
IFRS 13 - Fair Value Measurement 1January 2013
Improvements to IFRS 2009 - 2011 1January 2013
IAS 1 - Presentation of Items of Other Comprehensive Income 1July 2012
IAS 12 - Deferred Tax: Recovery of Underlying Assets 1 January 2012
IAS 19 - Employee Benefits 1 January 2013
IAS 27 (2011) - Separate Financial Statements 1 January 2013
IAS 28 (2011) - Investments in Associates and Joint Ventures 1January 2013
IAS 32 - Offsetting of Financial Assets and Financial Liabilities 1)anuary 2014
IFRIC 20 - Stripping Costs in the Production Phase of a Surface Mine 1January 2013

4. Critical Accounting Judgements and Key Sources
of Estimation Uncertainty

In the application of the Company's accounting policies, which are described in Point
2, management 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 ex-
perience and other factors that are considered to be relevant. Actual results may dif-
fer from these estimates.

The estimates and underlying assumptions are reviewed on an ongoing basis.
Revisions to accounting estimates are recognised in the period in which the estimate
is revised if the revision affects only that period, or in the period of the revision and
future periods if the revision affects both current and future periods.
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The following are the key assumptions concerning the future, and other key sources
of estimation uncertainty at the end of the reporting period, that have a significant
risk of causing a material adjustment to the carrying amounts of assets and liabilities
within the next financial year.

4.1. USEFUL 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. IMPAIRMENT OF ASSETS

The Company assesses the recoverable value of all asset components when there
are indicators of their impairment (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.

4.3. REVENUE FROM INTERNATIONAL TRANSPORTATION

Given the long intervals of settlement of mutual payments between transporters in
the international transportation, the Company has to estimate the amount of these
revenues. The actual value of revenue mutually derecognised among transporters
may be different.

4.4. MEASUREMENT OF FINANCIAL INSTRUMENTS

The Company 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.

4.5. 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.

4.6. 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, average salary, amount of the financial contribution) and anticipated
parameters established on the basis of a reasonable estimate and publicly available
statistical documents: 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 are discounted to the present value
using the discount rate derived from the yield level of 10-year government bonds.

4.7. 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 pro-
visions for these disputes on the basis of the best available information and estima-
tes. However, the actual outcome of the disputes may differ from these estimates.

4.8. 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
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ensure the stability of the Company in the following years. The implemented measu-
res have served a basis for preparing a medium-term business plan of the Company.

5. Revenue from Principal Operations

All of the additional information given below on the statement of profit or loss rela-
tes to continuing operations.

(CZK'000) 2012 2011
Revenue from freight transportation: 12228 270 12 468 955
Revenue from freight transportation - local 4896 541 5515422
Revenue from freight transportation — foreign 7331729 6953533
Other revenue from freight transportation: 1095 241 1162601
Other revenue from freight transportation - local 311908 259748
Other revenue from freight transportation - foreign 783333 902 853
Other revenue related to transportation 91753 135007
Total revenue from principal operations — continuing operations 13415 264 13766563

Other revenue from freight transportation predominantly includes the revenue from
freight transportation from other transporters and owners of railways and revenue
from other transportation.

With respect to the volume of billed services, the principal local customers include
the following:

CEZ a.s.

CARBOSPED, spol.sr. 0.
MORAVIA STEEL, a. s.
NH TRANS SE

AWT Cechofracht, a. s.
CD Logistics, a. s.

Foreign customers predominantly include railway transportation companies (national
transporters) and other entities. With respect to the volume of billed services, the principal
companies are as follows:

Railway transportation companies (national transporters)

Zelezni€nd spoloCnost” Cargo Slovakia, a.s.
DB Schenker Rail Deutschland AG

PKP Cargo SA

Rail Cargo Austria AG

Other companies

Express Slovakia ,Mezinarodna preprava a.s.”
A.P. Moller - Maersk A/S

CD Generalvertretung GmbH

DB Schenker Rail Automotiv

BLG AutoRail GmbH

6. Other Operating Income

(CZK'000) 2012 2011
Gain from the sale of property, plant and equipment 32525 35945
Gain from the sale of inventory 5657 4250
Rental income 542 499 577711
Compensations for deficits and damage 48 652 26438
Acquisition of material 20162 21136
Other subsidies 3 22020
Other 102039 113930
Total other operating income - continuing operations 751537 801 430

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 Point 27.7.).

7. Purchased Consumables and Services

(CZK'000) 2012 2011
Traction costs -1821424 -1798717
Traction fuel (diesel) -570 060 -619 084
Traction electricity -1251 364 -1179633
Payment for the use of railway route -2220595 -2 342 865
Other purchased consumables and services -3641 868 -3 268 625
Consumed material -328186 -361760
Consumed other energy -108 645 -105 398
Consumed fuel -11 056 -10 384
Repairs and maintenance -278 688 -239728
Travel costs -39 480 -44 326
Telecommunication, data and postal services -66 489 -87 168
Other rental -172058 -167 034
Rental for rail vehicles -693 867 -722714
Transportation charges -1261918 -878 694
Services associated with the use of buildings -34 962 -26 905
Operational cleaning of rail vehicles -8929 -8 954
Border area services -181181 -178 853
Advertising and promotion costs -57 820 -72 848
Other services -398 589 -363 859
Total purchased consumables and services — continuing operations -7 683 887 -7 410 207

Other services predominantly include the costs of education, IT, healthcare, adviso-
ry, fire protection and security and commissions for representation abroad.

8. Employee Benefit Costs

(@) 2012 2011
Payroll costs -2937 547 -3050866
Severance pay -140022 -49 142
Statutory social security and health insurance -998 411 -1028 837
Benefits resulting from the collective agreement -52 550 -45 857
Other social costs -188 802 -193703
Other employee benefit costs -19 054 -15908
Total employees benefit costs — continuing operations -4 336 386 -4 384 313

9. Depreciation and Amortisation

(CZK'000) 2012 2011
Depreciation of property, plant and equipment -1825172 -1846176
Amortisation of intangible assets -45326 -35243
Total depreciation and amortisation - continuing operations -1870498 -1881419

10. Other Operating Gains (Losses)

(@) 2012 2011
Change in other provisions -549 660 -368 138
Losses from impaired receivables -33515 -7070
Temporarily impaired property, plant and equipment 47 369 -91077
Taxes and fees -4 083 -9620
Other operating expenses -122 042 -130833
Total other operating losses — continuing operations -661 931 -606 738

Other operating expenses predominantly include damages and insurance payments.
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11. Financial Expenses
(@{ Qo)) 2012 2011
Interest on bank overdraft accounts and loans -9718 -17 381
Interest on finance lease payables -147 086 -154 294
Interest expenses - bonds -52 856 0
Other interest expenses -54 902 -125239
Unwinding of the discount of provisions -1489 -3130
Total financial expenses - continuing operations -266 051 -300 044
12. Other Gains (Losses)
(@G 0)) 2012 2011
Net foreign exchange gains (losses) -14 300 29322
Received dividends 36114 15850
Net profit (loss) from the sale of securities and equity investments <737 0
Received interest 1775 1868
Banking fees -3241 -4 140
Actuarial gains (loss) 2452 -10 905
Other 2047 1652
Total other gains (losses) — continuing operations 24110 33647
13. Income Taxation
13.1. INCOME TAX REPORTED IN PROFIT OR LOSS
(@4 Q1)) 2012 2011
Current income tax for the prior period 0 -3721
Deferred tax recognised in the statement of profit or loss -181 665 -70 813
Deferred tax reclassified from equity to profit or loss 0 -7631
Total tax charge relating to continuing operations -181 665 -82165

m Reconciliation of the total tax charge for the period to the accounting profit:

(CZK'000) 2012 2011
Profit from continuing operations -627 842 18919
Income tax calculated using the statutory rate of 19% 119 290 -3594
Effect of permanently non-tax costs and income -300 955 -78 571
Income tax reported in profit or loss -181 665 -82165
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13.2. DEFERRED TAX

(CZK'000)

Balance on 31 December 2010

Deferred tax recognised in the statement of profit or loss
Deferred tax recognised in other comprehensive income
Balance on 31 December 2011

Deferred tax recognised in the statement of profit or loss
Deferred tax recognised in other comprehensive income

Balance on 31 December 2012

14. Property, Plant and Equipment

Cost
(CZK '000)

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

094

Balance on
31 Dec 2010

91294
1179199
36 308 546
464 291
29790793
5966 841
86621

0

116 365
239432
37934 836

Balance on
31 Dec 2010

646 628
22704505
337355
20941181
1384168
41801

0
23351133

Unutilised
tax losses

-118213
97307

0

-20 906
13810

-7 096

Additions
0

77 584
1188623
45595
1085263
53000
4765

0
1135696
0

2401903

Additions
29370
1890901
29132
1505512
352581
3676

0
1920271

Non-current
assets

130558
-19 206

0
111 352
188 367

0
299719

Disposals

0

346
1061835
22198
810596
209090
19951

0

0

27

1062 208

Disposals

583
1045049
22207
793 895
209091
19 856

0
1045632

Provisions
-73 981
-72423

0
-146 404
-104 405
0
-250 809

Reclassification

757

-757
27163
34370
-15968
-46 322

0
-1105397
0

-1105 397

Reclassification
105

-105

7257

1133

-8 495

Balance on
31 Dec 2011

91294
1257194
36434577
514 851
30099830
5794783
25113

0

146 664
239 405
38169134

Balance on
31 Dec 2011

675520
23550252
351537
21653931
1527658
17126

0
24225772

Leases REGELE
89419 -5702
51707 687
0 0
141126 -5015
91527 -2678
0 0
232653 -7 693

Additions
0

95525
2393490
61777
2302314
29373
26

0
2480016
1479130
6448161

Additions
29 886
1786352
39 367
1472847
273556
582

0
1816238

Disposals
0

2009
888 754
29677
722109
130361
6 607

0

0
1613293
2504 056

Disposals
1102
1085381
25434
923034
130361
6552

0
1086483

-26 948
20372
13384
6 808
-4 956
-799
1053

Reclassification

20593
-1014432
1002 255
-8 416

0

-2469 821
0

-2469 821

Reclassification
0

0

18 230

-223 026

207 040

-2 244

0

0

-4 867
78 444
13384
86 961
181665
=799
267 827

Balance on
31 Dec 2012

91294
1350710
37939313
567 544
30665603
6696 050
10116

0

156 859
105 242
39643418

Balance on
31 Dec 2012

704 304
24 251223
383700
21980718
1877893
8912

0

24 955527

Impairment (CZK '000) Balance on 31 Dec 2010 Additions Disposals
Individual movable assets: vehicles 15269 102 646 15269
Prepayments 0 3700 0
Total 15269 106 346 15269

ANNUAL REPORT 2012 OF CD CARGO, A.S.

15

Balance on 31 Dec 2011 Additions Disposals Balance on 31 Dec 2012
102 646 58977 102 646 58977

3700 5000 8700 0

106 346 63977 111 346 58977

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 on Balance on Balance on
(@4 Q1)) 31 Dec 2012 31 Dec 2011 31 Dec 2010
Land 91 294 91294 91 294
Buildings 646 406 581674 532571
Individual movable assets 13629113 12781679 13588772
Machinery, equipment, and furniture and fixtures 183 844 163314 126 936
Vehicles 8625908 8343253 8834343
Vehicles acquired under finance leases 4818157 4267125 4582673
Other 1204 7987 44820
Other assets 0 0 0
Assets under construction 156 859 146 664 116 365
Prepayments 105 242 235705 239432
Total 14 628 914 13 837016 14568 434

During the year ended 31 December 2012, the volume of property, plant and equip-
ment did not change significantly.

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

Vehicles predominantly include rail vehicles (locomotives, freight cars) used for
the operations of the railway freight transportation. This item was impaired in the
amount of the difference between the net book value and the recoverable value of
CZK 58,977 thousand.

Principal additions to individual movable assets in the year ended 31 December 2012 in-
cluded the modernisation of the 363.5 series traction vehicles of CZK 1,108,447 thou-
sand, major and general repairs (components) of traction vehicles of CZK 530,248
thousand, inspection repairs (components) of wagons of CZK 302,350 thousand and
improvements on wagons of CZK 231,926 thousand. Additions to inspection repairs
(components) of leased assets in 2012 amounted to CZK 166,677 thousand.

In the years ended 31 December 2012 and 2011, the Company acquired tangib-
le assets recognised in expenses in the amounts of CZK 30,360 thousand and
CZK 31,854 thousand, respectively. These assets are low value tangible assets com-
prising 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 105,242 thousand as of
31 December 2012 and relate to the ongoing modernisation of traction vehicles from
series 163 to series 363.5.

In 2012, the Company decided to optimiseits 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 thou-
sand and recognised an extraordinary write-off of CZK 101,655 thousand.

Depreciation was calculated using the following useful lives:

Buildings 20 - 50 years
Structures 20 - 50 years
Locomotives 20 - 25 years
components: 2-6 years
major repair 8-24 years
general repair 4-12 years
Freight wagons 30 years
components - technical inspection 2-6 years
Machinery and equipment 8 — 20 years

14.1. ASSETS PLEDGED AS COLLATERAL
As of 31 December 2012 and 2011, no assets of the Company were pledged as collateral.

15. Intangible Assets

Cost Valuable Assets under

(CZK'000) Software rights construction Total
Balance on 31 Dec 2010 281 145 98175 41900 421 220
Additions 49 065 16 930 67 254 133249
Disposals 100 0 100
Reclassification -3345 3345 -67 160 -67 160
Balance on 31 Dec 2011 326 865 118 350 41994 487 209
Additions 31108 4755 84186 120049
Disposals 0 0 0 0
Reclassification 0 0 -33163 -33163
Balance on 31 Dec 2012 357973 123105 93017 574095
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Accumulated amortisation Valuable

(CZK'000) Software rights Total
Balance on 31 Dec 2010 208 670 48 314 256 984
Additions 27 656 7586 35242
Disposals 0 100 100
Reclassification -93 93 0
Balance on 31 Dec 2011 236233 55893 292126
Additions 32939 12 386 45325
Disposals 0 0 0
Reclassification 0 0 0
Balance on 31 Dec 2012 269172 68279 337451

Reclassifications predominantly include transfers of asset items between individual
groups of assets (IAS 38) relating to software and valuable rights.

Net book value Valuable Assets under

(CZK'000) Software rights construction Total
Balance on 31 Dec 2012 88801 54826 93017 236 644
Balance on 31 Dec 2011 90632 62 457 41994 195083
Balance on 31 Dec 2010 72 475 49 861 41900 164 236

Amortisation costs were reported in the statement of profit orloss line ‘Depreciation
and amortisation’. The amortisation was calculated using useful lives of 3 to 8 years.

Intangible fixed assets predominantly include the formation yards information sys-
tems, SAP upgrade, the Microsoft Enterprise Agreement licence, OPT information
system, the central wagon navigation information system and other systems used
by the Company.

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

16. Investments in Subsidiaries and Associates

16.1. INFORMATION ON SUBSIDIARIES
Value of investment as of

Name of the entity Registered
(CzK"000) office 31 Dec 2012 31 Dec 2011

Kaiserstrasse 60, 60329
CD Generalvertretung GmbH Frankfurt am Main, Germany 1375 1375

Grzybowska nr 4, lok. 3,

Koleje Czeskie Sp. z 0.0. 00-131Warsaw, Poland 749 749
CD Generalvertretung RotenturmstraBe 22/24, 1126 1126
Wien GmbH 1010 Vienna, Austria

Generalne zatlipenie Prievozska 4/B, 169 169
CD Cargo,s.r.o. 82109 Bratislava

Terminal Brno, a.s.

CD-DUSS Termindl, a.s.

CD Trans s.r.o.*

CD Logistics, a.s.

Auto Terminal Nymburk, s.r.o.

Total

K termindlu 614/11,
61900 Brno

Lukavecka 1189,
41002 Lovosice

Leninova 22,
224005 Brest, Belarus

Opletalova 1284/37,
11000 Prague 1

Jankovcova 1569/2c,
170 00 Prague 7

“the entity was dissolved in liquidation as of 1 April 2012

Name of the entity

CD Generalvertretung
GmbH

Koleje Czeskie Sp. z 0.0.

CD Generalvertretung
Wien GmbH

Generalne zatlpenie
CD Cargo, s.r.o.

Terminal Brno, a.s.

CD-DUSS Termindl, a.s.

CD Trans s.r.o.

CD Logistics, a.s.

Auto Terminal
Nymburk, s.r.o.

Principal activities

Mediation of services in freight
transportation on behalf of and for

CD Cargo,a.s., general representation, and
comprehensive information services for
customers of CD Cargo, a.s.

Mediation of services in freight
transportation on behalf of and for

CD Cargo, a.s., general representation,
comprehensive general information services
for customers on the territory of Poland,
Lithuania, Latvia and Estonia

Mediation of services in freight
transportation, business representation in
Austria, Italy, parts of Hungary, Switzerland
and former Yugoslavia.

Business representation and mediation
services in transportation and services.

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

Operations of container terminals,
including additional services (road
collection and distribution of shipments,
repairs and stock-pile of load units).

Transportation and transport of cargo
including services in the Brest terminal.

Storage and handling of material.

Production, trade and services not listed

in appendices 1 to 3 to the Trade Licensing
Act (mediation of trade and services,
shipping and customs brokerage, storage,
handling of cargo and technical activities in
transportation).

45964 33291
2040 2040
0 0
5600 5600
200 0
57 223 44 350

Investment as of

31 Dec 2012 31 Dec 2011

100% 100%
100% 100%
100% 100%
100% 100%
66.9% 66.9%
51% 51%
51% 51%
56% 56%
100% n/a

16.2. INFORMATION ON ASSOCIATES

Value of investment as of
31 Dec 2011
4421

Investment as of
31 Dec 2011

Name of the entity Registered

(@4 Q)] office 31 Dec 2012

BOHEMIAKOMBI, spol. s r.o. Opletalova 6, 11000 Prague 1 4514

Ostravska dopravni U Tiskdrny 616/9, 30128

spolecnost, a.s. 70200 Ostrava, Pfivoz

RAILLEX a.s. Trnkovo ndm. 3, 15200 Prague 5 1005

Total 35647

Name of the entity Principal

(CZK'000) activities 31 Dec 2012
Mediation of services in trans-

BOHEMIAKOMBI, spol. s r.o. portation except for transporta- 30%
tion by own vehicles

Ostravska dopravni Operating railway transportati- 20%

spolecnost, a.s. on and lease of locomotives. N

RAILLEX a.s. Han_dllng of cargo and .technlcal 50%
services in transportation.

m Summary of Financial Information on Associates

(CZK'000) 31 Dec 2012

Total assets 557 380

Total liabilities 333172

Net assets 224208

Share of the Company in associates’ net assets 52162

(CZK'000) 2012

Total income 1656284

Profit for the period 50307

Share of the Company in associates’ profit for the period 13463

Before

(CZK'000) Category due date
31 Dec2012 Gross 1650602
Allowances 0

Net 1650602

31 Dec2011 Gross 1471519
Allowances 0

Net 1471519

13 642
263957
0

263 957

30127

1005
35553

30%

20%

50%

31 Dec 2011
476 417
289008
187 409

41 380

2011
1229427
39819
10232

24 200
-4775
19 425
14 265
-9 846
4419
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17. Inventories
(CZK'000) 31 Dec 2012 31 Dec 2011
Spare parts and other components for rail vehicles and locomotives 8131 9045
Other machinery, tools and equipment and their spare parts 65799 66 690
Fuels, lubricants and other oil products 4035 3345
Work clothes, work shoes, protective devices 731 553
Other 10 346 10 257
Total cost 89 042 89 890
Write-down of inventories to their net realisable value 0 0
Total net book value 89042 89 890
No allowances were recognised based on inventory counts in 2012 and 2011.
18. Trade Receivables
(CZK'000) 31 Dec 2012 31 Dec 2011
Long-term 3211 6577
Short-term 1755060 1788187
Total 1758 271 1794764

Past due date (days)
91- 180 181 -365
14292 15706
-6 096 -4118
8196 11588
8547 5090
-5878 -3552
2669 1538

18.1. AGING OF TRADE RECEIVABLES

Total
past due date

365 and more

146 751 214591 1865193
-91933 -106 922 -106 922
54 818 107 669 1758271
86332 378191 1849710
-35670 -54 946 -54 946
50662 323245 1794764

097
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19. Other Financial Assets

(CZK'000) 31 Dec 2012 31 Dec 2011
Other non-current financial assets 10772 19025
Other current financial assets 96 090 119893
Total other financial assets 106 862 138918

Other financial assets predominantly include the loan provided to Raillex, receiva-
bles for deficits and damage, and receivables registered for recovery with the courts
and financial derivatives. Allowances of CZK 6,185 thousand and CZK 24,646 thou-
sand are recognised for receivables assigned for recovery through the courts in the
years ended 31 December 2012 and 2011, respectively.

20. Other Assets

(CZK'000) 31 Dec 2012 31 Dec 2011
Non-current other assets 90 141
Prepayments made 96 288 98914
Tax receivables (except for corporate income tax) 4 127 115
Prepaid expenses 15700 56 697
Other 338 1443
Current other assets 112330 284169
Total other assets 112420 284 310
21. Equity

21.1. SHARE CAPITAL

As of 31 December 2009, the share capital of the Company is composed of the non-
cash investment of a business part of Ceské drahy, a.s. as the sole 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, ado-
pted the resolution on the decrease in the share capital of CD Cargo, a.s. in accordan-
ce with Section 213a of the Commercial Code, from CZK 8,800,000 thousand to CZK
8,494,000 thousand. As of 31 December 2012, the Company reports the share capi-
tal of CZK 8,494,000 thousand fully paid.

21.2. RESERVE AND OTHER FUNDS

(CZK'000) 31 Dec 2012 31 Dec 2011
Share premium 197 658 197 658
Statutory reserve fund 60653 60653
Cash flow hedging reserve -33163 -29759
Total 225148 228552

Allocations to the statutory reserve fund are made in accordance with the national
legislation.

m Cash Flow Hedging Reserve

(CZK'000) 2012 2011
Balance on the beginning of the year -29759 -108 512
Loss from revaluation -9495 -34983
Reclassification to profit or loss 5292 77172
Accrual of the cost 0 49947
Total change in the cash flow hedging reserve -4 203 92136
Relating income tax 799 -13383
Balance on the year-end -33163 -29759

The cash flow hedging reserve includes accumulated gains and losses from the effe-
ctive 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 or is included as an adjustment in the base in the hedged non-financial
item in accordance with the relevant accounting policies.

22. Loans And Borrowings

(CZK'000) 31 Dec 2012 31 Dec 2011
Payables from finance leases 745780 575 445
Overdraft accounts 859505 349709
Total short-term 1605 285 925154
Payables from finance leases 2159739 2344076
Issued bonds 2486483 1980109
Total long-term 4646 222 4324185
Total 6 251 507 5249339

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,
Fileno. Sp/2011/50/572 approved the bond programme of CD Cargo, a.s. The highest
volume of outstanding 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.

In 2011, the following issues of bonds were placed under the bond programme:

Administrator Komercni banka, 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 June 2016
Date of the final maturity (use of the put option) 20 June 2014

Administrator Ceskoslovenskd 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 interest income

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

CZK 1

Variable interest income

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

22 Dec 2015

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
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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 and more years. Pursuant to a lease contract, the Company has the abi-
lity 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) Minimum lease payments Present value of minimum lease payments
31 Dec 2012 31 Dec 2011 31 Dec 2012 31 Dec 2011
Less than 1 year 867483 704678 745779 575 445
From 1 to 5 years 1610343 1826 880 1314426 1542429
5 years and more 917 854 871223 845313 801 647
Total 3395680 3402781 2905518 2919521
Less future finance expenses -490 162 -483 260 - -
Present value of minimum lease payments 2905518 2919521 2905518 2919521
In the statement of financial position as:
short-term loans 745780 575 445
long-term loans 2159738 2344076
Total 2905518 2919521
The fair value of finance lease payables approximates their carrying amount.
23. Provisions
Balance on Balance on Balance on
(CZK'000) 31 Dec 2010 Charge Use 31 Dec 2011 Charge Use 31 Dec 2012
Provision for legal disputes 7198 18 065 8370 16 893 52732 16 252 53373
Provision for outstanding vacation days 27 581 25828 27 582 25827 27 676 25827 27 676
Provision for business risks 240000 150 000 0 390 000 149988 0 539988
Provision for employee bonuses 95432 44 457 30421 109 468 55252 56 217 108 503
Provision for restructuring 0 110 365 0 110365 535000 110365 535000
Provision for the fee for the use of trademark 0 95000 0 95000 0 95000 0
Other provisions™ 19165 23997 19165 23997 56 667 25157 55507
Total provisions 389376 467 712 85538 771550 877 315 328818 1320047
long-term 65011 65298 70070
short-term 324 365 706 252 1249977

* Other provisions include 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 has decided to increase the amount of the non-tax deductible provision by CZK 149,988 thousand to
the total amount of CZK 539,988 thousand to cover potential expenses relating to potential risks for business transactions.

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. The restructuring involves
the inspection of the rolling stock and the scrapping of redundant wagons and traction vehicles as disclosed in Point 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 treat-
ment costs including the salary refund in wellness stays. The amount of the provision was calculated at CZK 108,503 thousand using an actuarial model. For details on this
model, refer to Point 4.6.

24. Trade Payables

Past due date (days)

Year Before Total
(CZK'000) Category due date 91-180 181-365 365 and more past due date
31 Dec 2012 Short-term 2380961 12 206 2256 18 7 546 0 22026 2402987
31Dec 2011 Short-term 2105168 33959 5338 535 181 0 40013 2145181

Supplier invoices typically mature in 90 days.

25. Other Financial Liabilities

(@44 31 Dec 2012 31 Dec 2011
Long-term other financial liabilities 243014 479740
Financial derivative instruments 71145 31748
Other 171 869 447992
Short-term other financial liabilities 508 724 753079
Financial derivative instruments 28954 6209
Other 479770 746 870
Total other financial liabilities 751738 12323819

“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 2012 31 Dec 2011
Other long-term liabilities 367 746 381498
Received prepayments 40205 56 237
Payables to employees 370052 376 094
Social security and health insurance payables 118 143 118933
Other 136 258 118 050
Total short-term liabilities 664 658 669 314
Total other liabilities 1032404 1050812

Thelineitem ‘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

2012 Sale of Sale of
(CZK'000) tangible FA inventory
CD - Telematika, a. s. 0 0
CD - Informacni
. 0 0

Systémy, a.s.
Vyzkumny Ustav
5 . 0 0
Zeleznicni, a. s.
DPOV, a.s. 0 75
(D, as. 0 370
CD Generalvertretung 0 o
GmbH
(D Generalvertretung 0 0
Wien GmbH
Koleje Czeskie Sp. Z 0.0. 0 0
Generalne zastlpenie 0 0
CD Cargo, s.r.0.
CD Logistics, a.s. 0 0
CD-DUSS Terminal, a.s. 0 0
Termindl Brno, a.s. 0 2
RAILLEX, a.s. 0 0
BOHEMIAKOMBI,

0 0
spol.sr.o.
Ostravska dopravni 0 0
spolecnost, a.s.
Smichov Station

0 0
Development, a.s.
Zizkov Station

0 0
Development, a.s.
Centrum HoleSovice, a.s. 0 0
Dopravni vzdélavaci 0 0
institut, a.s.
CD Travel, s.r.o. 0 0
JLV, as. 0 0
Masaryk Station

0 0
Development, a.s.
Total 0 447

102

Sale of

services

175

4725

16623
23987

248 414

22

125285

669

575601
189
285

0

995 975

Other
income

379
4914

5327

Financial
income

1809

1059

338

3206

175

4725

17077
29271

250223

22

126 344

669

575973
189
287

0

1004 955

2011 Sale of
(CZK'000) tangible FA
CD - Telematika, a. . 0
CD - Informaini 0
Systémy, a.s.
Vyzkumny Ustav o
Zeleznicni, a. s.
DPOV, a.s. 0
(D, as. 87
CD Generalvertretung 0
GmbH
CD Generalvertretung 0
Wien GmbH
Koleje Czeskie Sp. Z 0.0. 6615
Generalne zastlpenie 0
CD Cargo, s.r.o.
CD Logistics, a.s. 20
CD-DUSS Termindl, a.s. 0
Terminal Brno, a.s. 0
RAILLEX, a.s. 0
BOHEMIAKOMBI, 0
spol.sr.o.
Ostravska dopravni 0
spolecnost, a.s.
Smichov Station 0
Development, a.s.
Zizkov Station

0
Development, a.s.
Centrum HoleSovice, a.s. 0
Dopravni vzdélavaci 0
institut, a.s.
CD Travel, s.r.o. 0
JLV, as. 0
Masaryk Station 0
Development, a.s.
Total 6722

Sale of
inventory

0

44
1277

0

0

1321

Sale of
services

112

4200

22 405
25630

167978

90

148 422

1991

591821
0
0

962 649

Other
income

287
2728

61

324

3401

Financial
income

0

0

0

112

4200

22736
29722

167 979

90

155098

1991

592165
0
0

974 093

27.2. PURCHASES FROM RELATED PARTIES

2012 Other

(CZK'000) Assets Material Services expenses Total
CD - Telematika, a.s. 84038 190 17 505 0 101733
€D - Informaci 33722 1761 104 940 0 140423
Systémy, a.s.

Vyzkumny Ustav 210 0 30 0 240
Zeleznicni, a.s.

DPOV, as. 94 809 72 26 830 0 121711
(D, as. 416 693018 1420541 16 660 2130635
CD Generalvertretung o 0 43657 0 43657
GmbH

CD Generalvertretung

Wien GmbH 0 0 8982 0 8982
Koleje Czeskie Sp. z 0.0. 310 0 215475 0 215785
(Eeneralne zastlpenie 0 0 41334 0 41334
CD Cargo, s.r.o.

CD Logistics, a.s. 0 643 16 557 0 17 200
CD-DUSS Terminal, a.s. 0 0 0 0 0
Terminal Brno, a.s. 0 0 8947 0 8947
RAILLEX, a.s. 0 0 0 156 156
BOHEMIAKOMBI, 0 0 0 0 0
spol.sr.o.

Ostrayska dopravni 0 0 49745 0 49745
spolecnost, a.s.

Smichov Station 0 0 0 0 0
Development, a.s.

Zizkov Station 0 0 0 0 0
Development, a.s.

Centrum HoleSovice, a.s. 0 0 0 0 0
pop.ravnl vzdélavaci 0 0 18614 0 18614
institut, a.s.

CD Travel, s.r.o. 0 0 25343 5 25348
JLV, ass. 0 0 1543 0 1543
Masaryk Station 0 0 0 0 0
Development, a.s.

Total 213 505 695 684 2000043 16 821 2926 043

2011
(CZK*000)

CD - Telematika, a.s.

CD - Informacni
Systémy, a.s.

Vjzkumny Ustav
Zeleznicni, a.s.

DPOV, a.s.
(D, as.

CD Generalvertretung
GmbH

CD Generalvertretung
Wien GmbH

Koleje Czeskie Sp. z 0.0.

Generalne zastlpenie
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
spolecnost, a.s.

Smichov Station
Development, a.s.
Zizkov Station
Development, a.s.

Centrum HoleSovice, a.s.

Dopravni vzdélavaci
institut, a.s.

CD Travel, s.r.o.
JLV, as.

Masaryk Station
Development, a.s.

Total

Assets

4451

11708

645

138 540
758

878

156 980

Material

913

1260

709
748912

752648
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Other

Services expenses Total
44 545 0 49909
81151 0 94119
3 0 648
40271 0 179520
1357107 703 2107 480
35255 0 35255
20 849 0 20 849
15541 0 16 419
18 476 0 18476
3658 0 4510
0 0 0
0 0 0
0 0 0
0 0 0
0 0 0
0 0 0
0 0 0
0 0 0
20842 0 20 844
21841 0 21841
0 0 0
0 0 0
1659539 703 2569 870
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27.3. PURCHASES AND SALES OF FIXED ASSETS AND FINANCIAL ASSETS
WITH RELATED PARTIES

Sales
Between 1 January 2012 to 1 December 2012, the Company recorded no sales of intan-
gible, tangible or financial assets of related parties.

In the year ended 31 December 2011, the Company sold tangible fixed assets to
Ceské drdhy, a.s. in the amount of CZK 87 thousand, tangible fixed assets to Koleje
Czeskie, Sp. z 0. 0. in the amount of CZK 6,615 thousand and tangible fixed assets to
CD Logistics, a. s. in the amount of CZK 20 thousand.

Purchases

Purchases Intangible Property, plant Intangible Property, plant
(CZK'000) assets and equipment assets and equipment

2012 2012 2011 2011
(D, as. 406 10 0 758
CD - Telematika a. s. 0 84038 5 4 446
CD - Informacni Systémy, a.s. 33722 0 11708 0
Vyzkumny Ustav Zeleznicni, a.s. 0 210 0 645
DPOV, a.s. 0 94 809 0 138 540
Koleje Czeskie Sp. z 0.0. 0 310 0 878
Total 34128 179377 11713 145 267

Purchases of fixed assets from DPOV, a.s. include purchases of railway vehicles com-
ponents - performance of significant periodical repairs.

27.4. OUTSTANDING BALANCES AT THE END OF THE REPORTING PERIOD

31 December 2012 (CZK* Receivables LEVELIEH
(D, as. 8894 301081
CD - Telematika, a.s. 91 6323
CD - Informagni Systémy, a.s. 0 51239
DPOV, a.s. 15997 58 432
CD Travel, s.r.o. 0 3081
Vyzkumny Ustav Zelezni¢ni, a.s. 1272 0
Smichov Station Development, a.s. 0 0
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
CD Generalvetretung GmbH 17 350 37969
CD Generalvertretung Wien GmbH 2 7190
Koleje Czeskie Sp. z 0.0. 28 906 11653

CD Logistics, a.s. 87089 4371
Generalne zastapenie CD Cargo, s.r.0. 73 11032
Ostravska dopravni spolecnost, a.s. 27 305 8316
CD-DUSS Terminl, a.s. 0 0
Terminal Brno, a.s. 78 957
Dopravni vzdélavaci institut, a.s. 0 2457
RAILLEX, a.s. 5039 0
BOHEMIAKOMBI, spol s r.0. 1131 0
Total 193 227 504 286
31 December 2011 (CZK '000) Receivables LEVELI
(D, as. 8196 287724
CD - Telematika a. s. 21 12631
CD - Informacni Systémy, a.s. 0 47 554
DPOV, a.s. 11610 93131
CD Travel, s.r.o. 0 3504
Vyzkumny Ustav Zeleznicni, a.s. 371 0
JLV, as. 0 139
CD Generalvetretung GmbH 12 267 34204
CD Generalvertretung Wien GmbH 0 7916
Koleje Czeskie Sp. z 0.0. 18 269 6038
(D Logistics, a.s. 107 190 997
Generdlne zasttpenie CD Cargo, s.1.0. 0 13656
Ostravska dopravni spolecnost, a.s. 5465 10591
CD-DUSS Terminal, a.s. 0 0
Terminal Brno, a.s. 0 919
Dopravni vzdélavaci institut, a.s. 0 2026
RAILLEX, a.s. 2775 0
BOHEMIAKOMBI, spol s r.0. 1299 0
Total 167 463 521030

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 guarante-
es were received or provided. In the reporting period and prior reporting peri-
ods, the Company reported no expenses relating to bad or doubtful receivables
from related parties.

27.5. LOANS TO RELATED PARTIES

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

m Balance on 31 December 2012

Loan (CZK '000) Long-term part of the loan  Short-term part of the loan

Total 7452 5209 12661
Principal 7200 4800 12000
Interest 252 409 661
Sale of the railway siding Long-term part of the loan  Short-term part of the loan Total
Total 3211 3366 6577
Principal 3095 3095 6190
Interest 116 271 387

m Balance on 31 December 2011

Loan (CZK '000) Long-term part of the loan  Short-term part of the loan

Total 12661 5081 17742
Principal 12000 4587 16 587
Interest 661 494 1155
Sale of the railway siding Long-term part of the loan  Short-term part of the loan Total
Total 6578 3521 10099
Principal 6191 3096 9287
Interest 387 425 812

27.6. BONUSES TO KEY MANAGEMENT MEMBERS
Directors and other members of key management received the following bonuses in
the reporting period:

(CzK* 2012 2011
Short-term employee benefits 19054 15908
Total 19 054 15908

Members of the statutory, supervisory and initiative bodies were not provided with
discounted fares. Management of the Company has the possibility to use in-kind
remuneration in the form of the use of Company cars for private purposes.

27.7. RELATIONSHIPS WITH SZDC

The costsincurred in relation to Sprava Zelezni¢ni dopravni cesty, s.o. predominantly
include the fees for the allocation of capacity and use of the railway route in the ye-
ars ended 31 December 2011 and 2012. The costs for the years ended 31 December
2011 and 2012 are disclosed in Point 7.

The income of the Company predominantly includes compensation for increa-
sed costs incurred as a result of traffic closures. The income for the years ended
31 December 2011 and 2012 is disclosed in Point 6.

The Company is conducting a legal dispute with Sprava Zelezni¢ni dopravni cesty, s.o.
regarding the price of the purchased traction electricity during the 2009 reporting
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period. This dispute was not finalised as of the 2012 financial statements date. In ad-
dition, the Company is conducting a legal dispute with Sprava Zeleznicni dopravni ces-
ty, 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 2012 financial statements date.

Expenses and income resulting from the transactions conducted with SZDC for the
years ended 31 December 2012 and 2011 were as follows:

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 60 435
31 Dec 2011 (CZK '000) Expenses Income
Operation of the railway route 55006 0
Use of railway route and allocated capacity of the railway route 2342395 0
Other 36762 36 255
Total 2434163 36 255

Given the above activities, the Company records receivables from and payables to SZDC:

(CZK'000) 31 Dec 2012 31 Dec 2011
Receivables 29363 5092
Payables 439769 505 445
Prepayments made 12626 9745
Estimated payables 14779 10778
Estimated receivables 3274 3455

27.8. TRANSACTIONS WITH THE CEZ GROUP

The costsincurredinrelation to the CEZ Groupintheyears ended 31 December 2011 and
2012 primarily include the payments for electricity and amounted to CZK 47,227 thou-
sand and CZK 47,413 thousand as of 31 December 2011 and 2012, respectively.

The income generated by the Company primarily includes the sales of freight trans-
portation. The income generated from transactions with the CEZ Group amounted
to CZK 1,738,205 thousand and CZK 1,334,811 thousand as of 31 December 2011
and 2012, respectively.

Given the above activities, the Company records the following receivables from and
payables to the CEZ Group:

(CZK'000) 31 Dec 2012 31 Dec 2011
Receivables 193595 260 549
Payables 1208 6489
Estimated payables 2081 61
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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 ne-
gative 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 re-
levant items in the statement of financial position as follows:

(CZK'000) 31 Dec 2012 31 Dec 2011
Cash on hand and cash in transit 1914 2164
Cash at bank 156 151 90361
Total 158 065 92525

29. Contracts For Operating Leases

29.1. THE COMPANY AS A LESSEE

Assetsunderoperating leases which arereported off balance sheetas of 31 December
2012 amount to CZK 36,854 thousand. Assets include a number of individually im-
material contracts for the lease of office equipment, vehicles and non-residential
premises. Payments recognised in expenses in the years ended 31 December 2012
and 2011 amounted to CZK 9,521 thousand and CZK 10,838 thousand, respectively.

The Company as a lessee has not concluded any irrevocable lease contracts, contin-
gent 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 2012 amounts to CZK 514,173
thousand (2011: CZK 551,204 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 2,411,118 thousand, of which CZK 1,233,877 thou-
sand relates to supplies agreed for 2013 and CZK 11,040 thousand relates to supplies
agreed for the following years. The remaining amount of CZK 1,166,201 thousand
was paid as of 31 December 2012. Asignificant part of the obligations relating to ex-
penses (CZK 1,067,041 thousand) include investments in railway vehicles.

31. Contingent Liabilities And Contingent Assets

31.1. BANK GUARANTEES ISSUED
Bank guarantees as of 31 December 2012, 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 2012

Type of Reason for the issuance
In favour of [ETED L Amount  Currency Until of a bank guarantee
Bank guarantee for the

WestlInvest Waterfront

fulfilment of all liabilities
Towers, s.r.o.,

and obligations of the

ankovcova 1569/2c Lease 30 Sept e
) 12¢. 227,267 EUR P Lessee arising from the
170 00 Prague 7, guarantee 2013 .
N Lease Contract with
HoleSovice,

Westlnvest Waterfront

Corporate ID 26178338 Towers s.r.0. - Lighthouse.

Bank guarantee in the

event that CD Cargo
HYPARKOS, s.r.o., does not comply with the
Skrétova 490/12, Lease 30 June obligations stipulated by
120 00 Prague 2, guarantee 16,517,056 K 2013 the Contract for the Lease

Corporate ID 27626130 of Buildings and Land in
the Logistics Centre in

Lovosice

31.2. BANK GUARANTEES RECEIVED

m List of active bank guarantees received by €D Cargo, a.s.
as of 31 December 2012

Reason for the
Bank guarantee Guarantee issuance of
received from provider Amount Currency Until abank guarantee
SKODA Bank guarantees
TRANSPORTATION, a.s., » arising from
cqrpqrate Ip 62623753,  Komercni 179,550,000 K 31 Dec contract for
with its registered office  banka, a.s. 2013 work no.
at Borska 2922/32, $7/03/018/08/
301 00 Plzei SML dated
EKODA 11 December
TRANSPORTATION, a.s., Ceskoslovenska Modi?n?fa?i)c:rf r:)?
corporate ID 62623753, ¢ 179,550,000 czk  SIMAh o omotives from
with its registered office B 2013 X
banka, a.s. 163 series to 363

at Borska 2922/32,

301 00 Plzen series” project.

32. Financial Instruments

32.1. CAPITAL RISK MANAGEMENT
The Company manages its capital to ensure that itis able to continue as a going con-
cern 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 significant 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 Point 2.

32.3. CATEGORIES OF FINANCIAL INSTRUMENTS

Financial assets (CZK '000) 31 Dec 2012 31 Dec 2011
Cash and bank accounts 158 065 92524
Financial derivative instruments 17523 2975
Loans and receivables 1847611 1930707
Total 2023199 2026 206
Financial liabilities (CZK '000) 31 Dec 2012 31 Dec 2011
Financial derivative instruments 100098 37957
Trade payables, finance leases measured at amortised cost 9306 135 8589 382
Total 9406 233 8627 339

Income from individual categories of financial assets is as follows:

Category of financial assets (CZK '000) 2012 2011 Reported in the income statement line

Interest on cash in bank accounts 1775 1868 Other gains

Total 1775 1868

Impairment losses on financial assets are presented in the Points ‘Trade receivables’
(Point 18) and ‘Other financial assets’ (Point 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 mar-
ket 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; conse-
quently exposures to exchange rate fluctuations arise. These transactions predo-
minantly include income from international transportation.

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 2012 (CZK'0 EUR uUsD Other Total
Financial assets 899 823 0 145 899968
Financial liabilities 371583 0 1696 373279
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31 Dec 2011 (CZK'000) EUR usb Other Total
Financial assets 862141 0 95 862236
Financial liabilities 354046 0 236 354282

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:

m 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 curren-
cy by one crown in respect of the relevant foreign currencies would have on the pro-
fit and other comprehensive income. A positive number indicates an increase in the
profitand other comprehensive income, a negative number indicates the decrease in
the profit and other comprehensive income:

(CZK'000) 2012 2011
Translation of unhed_ged items denominated in foreign currencies 0 0
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 33024 35717
Total impact on other comprehensive income 33024 35717

32.5.2. Currency Forwards
In according with its principles, the Company concludes currency forwards and opti-
ons to cover received payments denominated in foreign currencies.

The table presents foreign currency forwards and options for the sale of foreign cur-
rency as of:

m Foreign currency forwards

Sale Average foreign Foreign Nominal Fair
(CZK'000) currency rate currency value value
31Dec 2012 25.626 EUR 23000 12560
31Dec 2011 25.76 EUR 36 000 -855

m Foreign currency options - collar

Sale Average foreign Foreign Nominal Fair
(CZK'000) currency rate currency value value
31 Dec2012 25.17-26.20 EUR 12000 3123

The Company concluded no outstanding foreign currency forwards and options for the pur-
chase of a foreign currency in the years ended 31 December 2011 and 2012.
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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 assessed to align the opinions on the development of interest
rates with the defined level of acceptable risk. This treatment provides for the appli-
cation 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:

= Changes ininterest 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 discount rate; and

m Change in the fair value of concluded financial derivatives.

The following 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 va-
lue indicates the decrease in the profit and other comprehensive income:

(@) 2012 2011
Interest from loans and lease with variable rate for the period 2569 2641
Change in the present value of long-term provisions at the end of the period 8075 8531
Change in the fair value of derivatives at the end of the period 67 982 66471
Total impact on the profit for the period 78 626 77 643
Change in the fair value of derivatives at the end of the period 39598 53340
Total impact on other comprehensive income 39598 53340

32.6.2. Interest Rate Swap Contracts

Based on interest rate swap contracts, the Company agrees to exchange the diff-
erence between fixed and floating rate interest amounts calculated on agreed no-
tional principal amounts. Such contracts enable the Company to eliminate the
risk of changing cash flows on the issued variable rate debt. The fair value of in-
terest rate swaps at the end of the reporting period is determined by discoun-
ting 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 fair value of interest rate swaps. The average inte-
rest 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 Fair value of assets
31 Dec 2012 fixed interest rate Principal (liabilities) in CZK thousand
Less than 1 year 3.265% 677979 -14 595
1to 5years 3.265% 1432545 -34 665
5 years and more 3.265% 477 901 -8 055
Total -57 315

Average contracted Fair value of assets
31 Dec 2011 fixed interest rate Principal (liabilities) in CZK thousand
Less than 1 year 3.265% 773172 -4 436
1to 5years 3.265% 477 515 -25109
5 years and more 3.265% 128 070 -6 339
Total -35884

m Hedging of the Bonds Rate

Average contracted Fair value of assets
31 Dec 2012 fixed interest rate Principal (liabilities) in CZK thousand
Less than 1 year 2.94% 1000000 -10 387
1to 5years 2.94% 1000000 -21024
5 years and more 0
Total -31411

Average contracted Fair value of assets
31 Dec 2011 fixed interest rate Principal (liabilities) in CZK thousand
Less than 1 year 2.94% 500 000 -919
1to 5 years 2.94% 500 000 -301
5 years and more 0
Total -1220

32.6.3. Interest Rate Options

In 2011, the Company concluded hedging of interest rates in three lease transactions
with variable interest rate. The hedging took the form of a collar, in three individual
tranches. The hedging is effective from 2013 to 2019. These are trading derivatives.

Principal Fair value of assets Fair value of assets

Hedged in CZK (liabilities) in CZK (liabilities) in CZK

range thousand thousand at31Dec2012 thousand at 31 Dec 2011

Less than 1 year 1.13%-3.13% 762150 -3971 0
1to 5 years 1.13%-3.13% 686 457 -6 282 733
Syearsand more  1.13%-3.13% 331369 31 2242
Total -10 222 2975

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
theinterest on loans are concurrent and the amount accumulated in equity is reclas-
sified 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 commodities, as the
use of commodities, specifically oil and electricity, is a significant cost item of the
Company. The Company manages this risk using a combination of several instru-
ments as follows:

m Conclusion of hedging derivatives for oil purchase;

m Intheeventof anincrease in the price of the commodities listed above of more
than 10% the Company has the possibility of asking the regions and the state for
increased payments for transportation; and

m Negotiating a fixed price of electricity always for the following calendar year.

32.7.1. Analysis of Sensitivity to Changes in Commodity Prices

The exposure to the change in the price of commodities is measured by the sensiti-
vity analysis. The Company is exposed to the risk of changes in prices of commodi-
ties due to:

m Change in the fair value of concluded financial derivatives; and
m Changes in prices of purchases of unhedged use of commodities.

The following table shows the impact that an increase in the oil price of 10% 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
a decrease in the profit and other comprehensive income:

(CZK'000) 2012

Costs of oil consumption for the period 574 238
Change in the fair value of derivatives at the end of the period 0
Total impact on the profit for the period 0
Change in the fair value of derivatives at the end of the period 12158
Total impact on other comprehensive income 12158

Figures for 2011 are not provided as the price of oil was not hedged as of 31 December 2011.

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 December 2012:

Volume of contracts Fair value
Purchase of oil Hedged value (USD/mt) ((1119] (CzZK thousand)
31Dec 2012 17 348.62 6900 691
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32.8. CREDIT RISK MANAGEMENT
Credit risk refers to the risk that a counterparty will default on its contractual obli-
gations resulting in a financial loss to the Company.

The Company seeks to trade only with creditworthy counterparties whom the
Company reviews on an ongoing basis using publicly available information. The ma-
ximum net unhedged exposure to one counterparty in common business activities
outside the Group is determined at CZK 50 million. The Company’s exposure and cre-
dit ratings of its counterparties are continuously monitored.

The credit risk on liquid funds and derivative financial instruments is limited becau-
se the counterparties 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 provisi-
on of the sufficient volume of available funds necessary for the settlement of finan-
cial liabilities.

On a daily basis, the Company assesses the available funds and cash flows and liqui-
dity development. Pursuant to these assessments, the Company decides on an opti-
mal use of operating financial sources, consisting primarily of overdraft loans. In or-
der to strengthen its financial stability, the Company increases long-term financial
sources on a continuous basis. In order to furtherincrease the cash flow stability, the
Company used a leaseback for ten modernised 363.5 series traction vehiclesin 2012.
The Company issued bonds in the aggregate volume of CZK 2.5 billion and has avai-
lable a bill of exchange programme in the aggregate amount of CZK 1.5 billion which,
however, was not used during 2012.

32.9.1. Liquidity and Interest Rate Risk Tables

The following tables detail the Company's remaining contractual maturity for its fi-
nancial liabilities. The tables have been drawn up based on the undiscounted cash
flows of financial liabilities 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 ex-
tent that instruments carry the floating rate, the undiscounted amount is derived
from the interest rate at the end of the reporting period. The contractual maturity is
based on the earliest date on which the Company may be required to pay.

31 Dec 2012 Less than 1-3 3 months 1year — 5 years
(CZK'000) 1 month months to 1 year 5years and more Total
Non-interest bearing 1093490 1317261 500 960 234959 8055 3154725

Finance lease

88316 155422 623745 1610342 917 854 3395679
liabilities

Variable interest

: 860 066 1121 84961 2173066 0 3119214
rate instruments

Fixed interest rate 0 0 19643 556357 0 576 000
instruments

Total 2041872 1473804 1229309 4574724 925909 10245618
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31 Dec 2011 Less than 1-3 3 months 1year - 5 years
(CZK'000) 1 month months to 1 year 5years and more Total
Non-interest bearing 1054 029 1295098 549133 476 979 2762 3378001

Finance lease 56476 112932 533831 1825563 871223 3400025

liabilities

Variable interest 350 064 709 21416 540670 0 912859
rate instruments

Fixed interest rate 0 0 62728 1727762 0 1790490
instruments

Total 1460569 1408739 1167108 4570974 873985 9481375

The following tables present the Company’s expected maturity for its financial assets.
The tables have been drawn up based on the undiscounted residual maturities of finan-
cial assets including the interest received from these assets. The disclosure of the in-
formation on financial assets is necessary for understanding how the Company ma-
nages its liquidity risks as it manages the liquidity based on net assets and liabilities.

31 Dec 2012 Less than 1-3 3 months 1year - 5 years

(CZK'000) 1 month months to 1 year 5years and more Total
Non-interest bearing 1763 210 227 487 18519 3211 0 2012427
leed interest rate 0 0 0 10772 0 10772
instruments

Total 1763 210 227 487 18519 13983 0 2023199
31 Dec 2011 Less than 1-3 3 months 1year - 5 years

(CZK'000) 1 month months to 1 year 5years and more Total
Non-interest bearing 1 300 431 690 294 9879 7310 2242 2010156
leed interest rate 0 0 0 16 050 0 16 050
instruments

Total 1300431 690 294 9879 23360 2242 2026 206

The amounts included above for variable interest rate instruments for both non-de-
rivative financial assets and liabilities are subject to change if changes in variable in-
terest 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 2012 31 Dec 2011
Overdraft loan facilities:
amount of the loan facility at 1800000 1800000
balance on 940 494 349709
Bill of exchange programme

amount of the programme at 1500000 1500000

32.10. STRATEGY FOR THE COMPANY'S FUNDING IN SUBSEQUENT YEARS

Lease-Back

In 2012, the Company used the first tranche of the leaseback of modernised trac-
tion vehicles of the 363.5 series. For 2013, the Company is planning to use the lea-
seback for financing the modernisation of other 20 modernised locomotives of the
163 series to the 363.5 series at the acquisition cost of CZK 1,197 million.

Operating Bank Loans

Infunding its operating needs, CD Cargo uses overdraft and revolving loans advan-
ced by five banks in the maximum amount of CZK 1.8 billion. The increase in com-
petition among the banks allowed the Company to secure lower interest rates. The
stratification of the lending to several financing entities results in the risk of the
termination of the funding being sufficiently diversified.

Bill of Exchange Programme
The Company can use the approved bill of exchange programme if needed. This
programme is currently not used.

Bonds

With a view to securing the mid-term and long-term sources of funding to increa-
se the stability of the Company'’s cash flows, the relevant bodies of CD Cargo ap-
proved 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 value of CZK
2 billion. In 2012, another two issues of bonds in the aggregate nominal value of
CZK 500 million were placed. This form of funding reduces the risk of a lack of liqui-
dity arising from the option to apply termination periods on bank loans.

Lease

To fulfil the strategic task involving the long-term achievement of the required le-
vel of financial stability and the strengthening of the cash flow in relation to the
insufficient share of long-term sources of funding in terms of the existing and in-
tended level of acquisition of non-current assets, the Company has the objective
to arrange for leases to become an achievable form of long-term funding in 2013.

Summary

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

Based on the planned funding structure, the Company will achieve a sufficient vo-
lume of available sources for funding its 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 Company considers that the carrying amounts of financial assets and financial
liabilities recognised at amortised cost in the financial statements approximate the-
ir fair values.

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 finan-
cial derivatives) are determined in accordance with generally accepted pricing
models based on discounted cash flow analysis using prices from observable cur-
rent market transactions, dealer quotes for similar instruments; and

m The fair values of financial derivatives are calculated using quoted prices. If the-
se prices are not available, linear derivatives are measured using discounted cash
flows by means of quoted foreign exchange currency rates, quoted prices of com-
modities and an appropriate yield curve corresponding to the validity of con-
tracts. 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 1 fair value measurements are those derived from quoted prices (unadjus-
ted) in active markets for identical assets or liabilities;

m Level 2 fairvalue measurements are those derived from inputs other than quoted
prices included within Level 1 that are observable for the asset or liability, either
directly (i.e. as prices) or indirectly (i.e. derived from prices); and

m Level 3 fair value measurements are those derived from valuation techniques
thatinclude inputs for the asset or liability that are not based on observable mar-
ket data (unobservable inputs).

All financial instruments measured at fair value recognised by the Company as of 31
December 2012, 31 December 2011 and 31 December 2010 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.

m Reconciliation of Level 3 fair value measurements of financial assets
and liabilities

(CZK'000) Available-for-sale financial assets - derivatives
Balance on 31 December 2010 -147 345
Total gains or losses 35190
in profit or loss 18471
in other comprehensive income 16719
Sale/settlement 77172
Balance on 31 December 2011 -34 983
Total gains or losses -52884
in profit or loss -43 389
in other comprehensive income -9 495
Sale/settlement 5291
Balance on 31 December 2012 -82576
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32.11.4. Derivatives — Other Comprehensive Income

(CZK'000) 31Dec 2012 31 Dec 2011
Total other comprehensive income -4204 92136
Settlement 5291 77172
Cost deferral 0 49947
Change in the fair value -9.495 35190
Ineffective part of derivatives 0 -70173

commodities 0 17 396

currency derivatives 0 -87 569

33. Post Balance Sheet Events

On 7 March 2013, management of the Company approved the sale of 86 traction vehic-
les to the subsidiary Koleje Czeskie Sp. Z. 0.0. The selling price of CZK 718,560 thousand
was determined on the basis of expert appraisal no. 1409-7/2013 dated 13 February
2013 which was prepared by a court-appointed expert specialised in economics and
mechanical engineering.

On 21 March 2013, the Board of Directors of CD Cargo, a.s. approved the inten-
tion to sell its 100% equity investment in CD Generalvertretung Wien GmbH to
CD Generalvetretung GmbH and its 100% equity investment in Generalne zastipe-
nie CD Cargo, s.r.0. to Koleje Czeskie Sp. z 0.0. As of the financial statements appro-
val date, the prices of transferring the equity investments referred to above have
not yet been established, these will be determined based on expert appraisals. The
transactions are anticipated to be completed by 30 June 2013.

34. Approval of the Financial Statements

Thefinancial statements were approved by the Board of Directors and authorised for
issue on 4 April 2013.
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Consolidated Financial Statements (IFRS)

Consolidated Financial Statements for the
Year Ended 31 December 2012

prepared under IFRS as adopted by the EU

AS OF 31 DECEMBER 2012

(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

Tax receivables

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

31 Dec 2012

14 845991
237030
52162
587

3211
10972
434
15150387
89311
1844048
7079

96 105
85783
239036
2361362
17 511749
8494 000
224156
-3480555
5237601
32847
5270448
4749073
270149
70070
243014
375591
5707 897
2438820
1645788
9974
1250989
508 755
679078
6533 404
17 511749

m STATEMENT OF FINANCIAL POSITION (BALANCE SHEET)

31 Dec 2011

13939197
195870
41380

0

6577
19025
494
14202543
89955
1873776
4009
121126
298 149
165552
2552567
16755110
8494 000
229536
-2693013
6030523
27 442
6057 965
4353050
89045
65298
479740
381498
5368631
2142403
969 946
6980

706 993
753 255
748937
5328514

16 755110

1Jan 2011
14633836
165 242
31169
1906
10098
18401
969

14 861 621
97510
1687393
40119
164781
92234
266 206
2348243
17 209 864
8494 000
150 606
2651905
5992701
24216
6016917
2906 735
0

65011
936 485
83333
3991564
2775333
2769974
5391
324784
211 496
1114405
7201 383
17 209 864

m STATEMENT OF PROFITORLOSS FORTHE YEARENDED 31 DECEMBER 2012

Year ended Year ended
(CZK'000) 31 Dec 2012 31 Dec 2011
CONTINUING OPERATIONS
Revenue from principal operations™ 5 14166 628 14 232561
Other operating income™ 6 662682 803 402
Purchased consumables and services 7 -8186 565 -7 747 350
Employee benefit costs 8 -4 414 367 -4 455997
Depreciation and amortisation 9 -1885768 -1886 359
Other operating losses 10 -664 526 -612 076
Profit (loss) before interest and tax -321916 334181
Financial expenses 11 -270 366 -301833
Other gains (losses) 12 -12628 14388
Share in the profit of associates and joint ventures 13463 10232
Profit (loss) before tax -591 447 56 968
Income tax expense 13 -196 271 -94 927
Loss for the period from continuing operations -787 718 -37 959
DISCONTINUED OPERATIONS
Profit from discontinued operations 0 0
Loss for the period -787718 -37 959
Attributable to equity holders of the parent company -787 542 -41108
Attributable to non-controlling interests -176 3149

* Restated figures as of 31 December 2011, refer to Point 2.19.

m STATEMENT OF COMPREHENSIVE INCOME FOR THE
YEAR ENDED 31 DECEMBER 2012

Year ended Year ended
(CZK'000) 31 Dec 2012 31 Dec 2011
Loss for the year -787718 -37 959
Foreign exchange rate gains or losses from the transfer
. X -2135 60
of foreign operations
Cash flow hedging -4 203 92136
Relating deferred income tax 799 -13383
Other comprehensive income (loss) for the year -5539 78813
Total comprehensive income (loss) for the year -793 257 40 854
Attributable to equity holders of the parent company -793 081 37705
Attributable to non-controlling interests -176 3149
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Year ended
(CZK'000) 31 Dec 2012
CASH FLOWS FROM OPERATING ACTIVITIES
Profit (loss) for the year before tax -591 447
Financial expenses 270 366
Profit from the sale and disposal of non-current assets -35660
Depreciation and amortisation of non-current assets 1885768
Impairment (increase in the value) of non-current assets -47 369
Impairment of trade receivables 34954
Foreign exchange rate losses 6809
Other -12 602
ia;?ofr]lg\;vgfg;gl)erating activities before changes 1510810
Increase in trade receivables -15694
Decrease (increase) in inventories -1775
Decrease (increase) in other assets 237903
Increase (decrease) in trade payables 606 304
Increase in provisions 548768
Increase (decrease) in other payables -650 220
Total changes in working capital 725 286
Cash flows from operating activities 2236105
Interest paid -152017
Income tax paid -21210
Net cash flow from operating activities 2062878
CASH FLOWS FROM INVESTMENT ACTIVITIES
Payments for property, plant and equipment -2969 643
Proceeds from the sale of property, plant and equipment 14005
Costs of acquisition of intangible assets -86 490
Received interest 1818
Net cash flows (used in) from investment activities -3040310
CASH FLOWS FROM FINANCING ACTIVITIES
Use of loans and borrowings 3868522
Repayments of loans and borrowings -2817 606
Net cash flow from financing activities 1050916
Net increase in cash and cash equivalents 73484
Cash and cash equivalents at the beginning of the re-
porting period 165552
Cash and cash equivalents at the end of the reporting period 239036

16

m CASHFLOW STATEMENT FOR THE YEAR ENDED 31 DECEMBER 2012

Year ended
31 Dec 2011

56 968
301833
-35945

1886 359
106 346
8624

0

-11 856

2312329

-179633
43827
-176 872
-284018
382496
46173
-207 027
2105 302
-305878
21547
1820971

-1466 536
16 335
-65872
1909

-1514 164

3324079
-3731540
-407 461
-100 654

266 206

165552
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m STATEMENT OF CHANGES IN EQUITY FOR THE YEAR ENDED 31 DECEMBER 2012

(CZK'000) Share capital

Balance on 31 December 2010 8494 000
Share capital change

Derivatives

Deferred tax

Profit (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 on 31 December 2011 8494 000
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

Use of other funds

Equity attributable to

Reserve and other equity holders of the Non-controlling
funds Accumulated loss parent company interests Total equity
150 606 -2651 905 5992701 24216 6016917
0
92136 92136 92136
-13383 -13383 -13383
-41108 -41108 3149 -37.959
101 101 77 178
60 60 60
16 16 16
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 -3480 555 5237 601 32847 5270448

Balance on 31 December 2012 8494 000

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 Court in Prague, File B, Insert 12844,
on 1 December 2007 through the investment of a business part of Ceské drahy a.s.

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

As of 31 December 2012, the reported share capital of the Parent Company, of CZK
8,494,000 thousand 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 con-
solidated financial statements have been prepared as of and for the year ended 31
December 2012. The reporting period is the calendar year, i.e. from 1 January 2012
to 31 December 2012.

1.2. PRINCIPAL OPERATIONS
The principal activities of the Group include the provision of railway transportation
of goods with the set of relating services. The aim of the Group involves improving

its leading position, and being the driving force, on the freight transportation mar-
ket both in the Czech Republic and 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;

= Import; and

= 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 ca-
pacity requirements, requirements 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 intermodal transportation units, predominantly containers;

m Automotive; and

m 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.

1.4. STATUTORY BODIES OF THE PARENT COMPANY

The sole owner of the Parent Company is Ceské drahy, a.s. which acts as the Parent
Company’s general meeting, the supreme body of the Parent Company, in the
capacity as the sole shareholder of the Parent Company. The statutory body of the
Parent Company is the three-member Board of Directors, the supervisory body is
the five-member Supervisory Board. The advisory and initiative body is the three-
member Administration Board, the members of which are appointed by the general
meeting pursuant to the proposal of the Czech Republic - the Transportation
Ministry. The Company established a three-member Audit Committee, the members
of which were appointed by the sole shareholder.

The composition of Parent Company's Bodies as of 31 December 2012:
Board of Directors

m Chairman: Petr Zaluda
=  Member: Petr May
= Member: Vlastimil Chobot

On 24 April 2012, Ceské drahy, a.s., as the sole shareholder of the Parent Company,
acting in the capacity of the general meeting, decided to decrease the number of
members of the Board of Directors from four to three members, recalled Jan Vlasak
and Sonny Sonnberger as members of the Board of Directors and appointed Roman
Vallovi¢ a member of the Board of Directors with effect from 24 April 2012.

At its meeting held on 5 September 2012, the Board of Directors discussed the writ-
ten announcement on the resignation of the member, Jifi Spicka. His position of the
member of the Board of Directors expired on 5 September 2012.

On 25 September 2012, Ceské dréahy, a.s., as the sole shareholder of the Company,
actingin the capacity of the general meeting, appointed Petr May as a member of the
Board of Directors with effect from 25 September 2012.
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On 2 October 2012, Ceské drahy, a.s., as the sole shareholder of the Company, acting
in the capacity of the general meeting, recalled Roman Vallovi¢ as a member of the
Board of Directors and appointed Petr Zaluda a member of the Board of Directors
with effect from 2 October 2012.

Gustav Slamecka resigned from the position of a member of the Board of Directors
by making a written announcement to the Board of Directors dated 8 October 2012.
At its 15th extraordinary meeting held on 8 October 2012, the Board of Directors
discussed and acknowledged this announcement in its Resolution no. 1365/2012
and concurrently approved 8 October 2012 as the expiration date of his position.

At its 15th extraordinary meeting held on 8 October 2012, the Board of Directors
appointed Petr Zaluda as Chairman of the Board of Directors with effect from
9 October 2012 pursuant to Resolution No. 1366/2012.

On 9 October 2012, Ceské drahy, a.s., as the sole shareholder of the Company, acting
in the capacity of the general meeting, appointed Vlastimil Chobot a member of the
Board of Directors with effect from 9 October 2012.

Supervisory Board

Member: Radek Nekola
Member: JindFich Nohal
Member: Zdenék Prosek
Member: Milan Spacek
Member: Miroslav Zamecnik

On 2 October 2012, Ceské drahy, a.s., as the sole shareholder of the Company,
acting in the capacity of the general meeting, recalled Petr Zaluda as a member of
the Supervisory Board.

Administration Board

m Chairman: Vit Vesely
m  Member: Jaroslav Novak
m  Member: Michal Zdének

On 14 February 2012, Vit Vesely was appointed Chairman of the Administration
Board on its 26th meeting.

On 24 July 2012, Ceské drahy, a.s., as the sole shareholder of the Company, acting in
the capacity of the general meeting, recalled Jifi Franc and Jakub Kopfiva as mem-
bers of the Administration Board and appointed Jaroslav Novak and Michal Zdének
members of the Supervisory Board.

Audit Committee
m Chairman: OldFich Vojit
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 percentag 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 Rotenturmstrale 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
Generdlne zastdpenie CD Cargo, s.r.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
Terminal Brno, a.s. Brno, K termindlu 614/11, 619 00 28295374 66.94 Control
CD-DUSS Terminal, 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
CD Trans, s.r.0.* Leninova 22, 224005 Brest, Belarus 200019773 51.00 Significant
RAILLEX, a.s. Prague 5, Hlubocepy, Trnkovo ndmésti 3/ 1112, 152 00 27560589 50.00 Significant
BOHEMIAKOMBI,spol. s r.o. Prague 1, Opletalova 6, 110 00 45270589 30.00 Significant
Ostravska dopravni spolecnost, a.s.. Ostrava, Pfivoz, U Tiskarny 616/9, 702 00 60793171 20.00 Significant

* The company was dissolved with liquidation as of 1 April 2012

Name of the entity Principal activities

CD Generalvertretung GmbH Mediation of services in freight transportation on behalf of and for CD Cargo,a.s., general representation, and comprehensive information services for customers of CD Cargo, a.s.

Mediation of services in freight transportation on behalf of and for CD Cargo, a.s., general representation, comprehensive general information services for customers on the territory

Koleje Czeskie sp. z 0.0. of Poland, Lithuania, Latvia and Estonia

CD Generalvertretung Wien GmbH Mediation of services in freight transportation, business representation in Austria, Italy, parts of Hungary, Switzerland and former Yugoslavia.

Generdlne zatdpenie CD Cargo, s.r.0. Business representation and mediation services in transportation and services.

Storage of goods and handling of cargo (storage of shipments in the combined transportation - containers, exchangeable superstructures and road semi-trailers), technical activities

Terminal Brno, a.s. : . P ™
! in transportation, real estate activities and facility management.

CD-DUSS Terminal, a.s. Operations of container terminals, including additional services (road collection and distribution of shipments, repairs and stock-pile of load units).
CD Trans, s.r.o. Transportation and transport of cargo including services in the Brest terminal.
CD Logistics, a.s. Storage and handling of material.

Storage of goods and handling of cargo (storage of shipments in combined transportation — containers, exchangeable extensions and semitrailers), technical activities in

Auto Terminal Nymburk, s.r.o f A o . .
v ! transportation, real estate activities and administration and maintenance of real estate.

RAILLEX, a.s. Cargo handling and technical services in transportation.

BOHEMIAKOMBI, spol. s r.o. Mediation of services in transportation except for the transportation by own vehicles.

Ostravska dopravni spolecnost, a.s. Railway transportation and lease of locomotives.

The consolidation group is hereinafter referred to as the “Group”.

2. Significant Accounting Policies

2.1. STATEMENT OF COMPLIANCE
The consolidated financial statements have been prepared in accordance with
International Financial Reporting Standards (IFRS) as adopted by the European Union.

2.2.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 general-
ly based on the fair value of the consideration given in exchange for assets.

2.3.BASIS OF CONSOLIDATION

The consolidated financial statements incorporate the financial statements of the
Parent Company and entities controlled by the Company (its subsidiaries). Control is
achieved where the Parent Company has the power to govern the financial and ope-
rating 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
consolidated statement of comprehensive income from the effective date of acquisi-
tion and up to the effective date of disposal, as appropriate. The total comprehensi-
ve income is allocated to owners 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 their accounting 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 consolidation.

2.4. BUSINESS COMBINATIONS

Acquisitions of businesses are accounted for using the acquisition method. The con-
sideration 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 acqui-
ree. Acquisition-related costs are generally recognised in profit or loss as incurred.

At the acquisition date, the identifiable assets acquired and the liabilities assumed
are recognised at their fair value, except that:

m Deferred tax assets or liabilities, and assets or liabilities related to employee
benefit arrangements are recognised and measured in accordance with IAS 12
Income Taxes and IAS 19 Employee Benefits respectively;

m Liabilities or equity instruments related to share-based payment arrangements
of the acquiree 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 (see point
3.16.2); 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 measu-
red in accordance with that Standard.

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 identifiable assets acquired and the liabili-
ties assumed. If, after reassessment, the net of the acquisition-date amounts of the

ANNUAL REPORT 2012 OF CD CARGO, A.S.

16

identifiable assets acquired and liabilities assumed exceeds the sum of the conside-
ration transferred, the amount of any non-controlling interests in the acquiree and
the fair value of the acquirer's previously held interest in the acquiree (if any), the ex-
cess is recognised immediately in profit or loss as a bargain purchase gain.

Non-controlling interests that are present ownership interests and entitle their
holders to a proportionate share of the entity's net assets in the event of liquidation
may be initially 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 con-
tingent consideration is measured at its acquisition-date fair value and included as
part of the consideration transferred in a business combination. Changes in the fair
value of the contingent consideration that qualify as measurement period adjust-
ments are adjusted retrospectively, with corresponding adjustments against good-
will. 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 ac-
quisition date.

The subsequent accounting for changes in the fair value of the contingent conside-
ration that do not qualify as measurement period adjustments depends on how the
contingent consideration is classified. Contingent consideration that is classified as
equity is not remeasured at subsequent reporting dates and its subsequent settle-
mentis accounted for within equity. Contingent consideration that is 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 Contingent Assets, as appro-
priate, with the corresponding gain or loss being recognised in profit or loss.

When a business combination is achieved in stages, the Group’s previously held equi-
ty 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 recogni-
sed in profit or loss. Amounts arising from interests in the acquiree prior to the ac-
quisition date that have previously been recognised in other comprehensive income
are reclassified to profit or loss where such treatment 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 as-
sets orliabilities are recognised, to reflect new information obtained about facts and
circumstances that existed at the acquisition date that, if known, would have affec-
ted the amounts recognised at that date.

The above procedure is used in all business combinations made on or after 1 January 2010.
2.5. REVENUE RECOGNITION
Revenueis measured at thefairvalue of the consideration received orreceivable. 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.
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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 reference to the stage of completion of the service
contract (eg 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 applicable, 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.

2.6. 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, 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 lessor is included in the
statement of financial position as a finance lease obligation.

Lease payments are apportioned between finance expenses and reduction of the
lease obligation so as to achieve 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 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 patternin 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.

2.7.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 company.

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 liabilities denominated in foreign
currencies are translated at the exchange rate of the Czech National 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 historical cost in a foreign currency are not retranslated.

Exchange differences are recognised in profit or loss except for exchange differences
on transactions 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.

For the purposes of presenting the consolidated financial statements, the moneta-
ry items denominated 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 retranslated on the basis outlined above, ie using the fixed
exchange rate. With regard to foreign subsidiaries, income and expenses denomina-
ted in foreign currencies are translated at the average 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 ari-
sing, if any, are recognised in the statement of comprehensive income and accumu-
lated in equity (attributed to non-controlling interests as appropriate).

2.8. BORROWING COSTS

Borrowing costs directly attributable to the acquisition, construction or producti-
on 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 substantially 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 capitalisation.

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

2.9. 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, con-
struct or otherwise 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 syste-
matic 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.

2.10. 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.

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

2.11.1. 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 consolidated statement of profit or loss be-
cause 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 substantively enacted by the
end of the reporting period.

2.11.2. Deferred Tax

Deferred tax is recognised on temporary differences between the carrying amounts
of assets and liabilities in the consolidated financial statements and the correspon-
ding tax bases used in the computation 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 deductible tem-
porary 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 no longer probable that sufficient taxable
profits will be available to allow 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 measurement of deferred tax liabilities and assets
reflects the tax consequences that would follow from the mannerin which the Group
expects, at the end of the reporting period, to recover or settle the carrying amount
of its assets and liabilities.

2.11.3. 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 income or directly in equity), in which case the taxis also
recognised outside of profit or loss.

2.12. PROPERTY, PLANT AND EQUIPMENT

Property, plant and equipment are carried at cost reduced by accumulated losses
from impairment, and by accumulated depreciation in respect of property and equip-
ment. Freehold land is not depreciated.

Properties in the course of construction are carried at cost, less any recognised im-
pairment loss. Cost includes professional fees and, for qualifying assets, borrowing
costs. Depreciation of these assets, on the same basis as other property assets, com-
mences when the assets are ready for their intended 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 li-
ves, using the straight-line method. 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 ownership 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.

An item of property, plant and equipment is derecognised upon disposal or when no
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future economic 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 as a separate asset item (component) and are depreciated over the use-
ful life of repairs. The depreciation period of the components is determined for the
series of rail vehicles and type of the components (periodical repairs — major, signifi-
cant and overhaul). The average period of depreciation is six years.

2.13. INTANGIBLE ASSETS

Intangible assets acquired separately are carried at cost less accumulated amortisa-
tion and accumulated impairment losses. Amortisation is recognised on a straight-li-
ne basis over their estimated 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.

An intangible asset is derecognised on disposal, or when no future economic bene-
fits are expected from its use or disposal. Gains or losses arising from derecognition
of an intangible asset, measured as the difference between the net disposal proce-
eds and the carrying amount of the asset, are recognised in profit or loss when the
asset is derecognised.

2.14. 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 tho-
se assets have suffered an impairment loss. If any such indication exists, the reco-
verable amount of the asset is estimated in order to determine the extent of the im-
pairment 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-gene-
rating unit to which the asset belongs.

Where a reasonable and consistent basis of allocation can be identified, corporate
assets are also 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 for impairment at least annually, and whenever there is an indica-
tion 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
presentvalue 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 imme-
diately in profit or loss.

Where an impairment loss is subsequently reserved, the carrying amount of the as-
set (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 impairment loss been recognised
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for the asset (or cash-generating unit) in prior years. A reversal of an impairment loss
is recognised immediately in profit or loss.

2.15. INVESTMENTS IN JOINT VENTURES AND ASSOCIATES

A joint venture is a contractual arrangement whereby the Company and other par-
ties undertake 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 jo-
int 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.

An associate is an entity over which the Group 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.

Theresultsand 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 recognise the Group's share of the profit or loss and other
comprehensive income of the associate or joint venture. When the Group's share of
losses of an associate orajoint venture 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 has incurred legal or constructive
obligations or made payments on behalf of the associate or a joint 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.

2.16. INVENTORIES

Inventories are measured at the lower of cost and net realisable value. Costs of in-
ventories are determined using the weighted arithmetic average method. The net re-
alisable value represents the estimated selling price for inventories less all estimated
costs of completion and costs necessary to make the sale.

2.17. PROVISIONS

Provisions are recognised when the Group has a present obligation (legal or construc-
tive) as a result of a past event, it is probable that the Group will be required to sett-
le the obligation, and a reliable estimate can be made of the amount of the obligation.

The amount recognised as a provision is the best estimate of the consideration re-
quired to settle the present obligation at the end of the reporting period, taking
into account the risks and uncertainties surrounding the obligation. Where a provi-
sion is measured using the cash flows estimated 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 expec-
ted to be recovered from a third party, a receivable is recognised as an asset if it is
virtually certain that reimbursement will be received and the amount of the receiva-
ble can be measured reliably.

2.17.1. 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 affec-
ted that it will carry out the restructuring by starting to implement the plan or an-
nouncing its main features to those affected by it. The measurement of a restructu-
ring provision includes only the direct expenditures 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.

2.18. FINANCIAL INSTRUMENTS
Financial assets and financial liabilities are recognised when the Group becomes
a party to the contractual provisions of the instrument.

Financialassetsandfinancial liabilitiesareinitially measuredatfairvalue. Transaction
costs that are directly attributable to the acquisition or issue of financial assets
and financial liabilities are added to or deducted from the fair value of the finan-
cial assets or financial liabilities, as appropriate, on initial recognition. Transaction
costs directly attributable to the acquisition of financial assets or financial liabili-
ties 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 profitor loss’ (FVTPL), ‘held-to-maturity’ investments, ‘available-for-sale’
(AFS) financial assets and ‘loans and receivables’. The classification depends on the natu-
re and purpose of the financial assets and is determined at the time of initial recognition.

All regular purchases or sales of financial assets are recognised and derecognised on
a trade date basis. Regular purchases or sales are purchases or sales of financial as-
sets that require delivery of assets within the time frame established by requlation
or convention in the marketplace.

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 liabilities".

2.18.1. 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 (inclu-
ding all fees on points paid or received that form an integral part of the effective in-
terest rate, transaction costs and other premiums or discounts) through the expec-
ted 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 instru-
ments other than those financial assets and liabilities classified as at FVTPL.

2.18.2. 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.

2.18.3. 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-matu-
rity investments or (c) financial assets at fair value through profit or loss.

The Group holds equity investments that are not traded on an active market, classi-
fied as financial assets available for sale and carried at cost, less any impairment los-
ses as their fair value cannot be reliably determined.

Dividends on the AFS equity instruments are recognised in profit or loss when the
Company'’s right to receive the dividends is established.

2.18.4. Loans and Receivables

Loans and receivables are non-derivative financial assets that have fixed or determi-
nable payments that are not quoted in an active market. Loans and receivables (in-
cluding trade receivables 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 receivables for which the recognition of interest would be immaterial.

2.18.5. Impairment of Financial Assets
Financial assets, other than those at FVTPL, are assessed for indicators of impair-
ment at the end of each reporting period. Financial assets are considered to be im-
paired when there is objective evidence that, as a 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 as-
set’s carrying amount and the present value of estimated future cash flows, discoun-
ted at the financial asset’s original effective interest rate.

As of the balance sheet date, assets are impaired depending on the anticipated reco-
verability of receivables based on an individual assessment of a receivable.

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 recogni-
sed 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 impairment 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 subse-
quent to an impairment loss is recognised in other comprehensive income.

2.18.6. 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 sub-
stantially all the risks and rewards of ownership of the asset to another entity.

2.18.7. Equity Instruments

An equity instrument is any contract that evidences a residual interest in the as-
sets of an entity after deducting all of its liabilities. Equity instruments issued by the
Group are recognised at the proceeds received, net of direct issue costs.

2.18.8. Other Financial Liabilities
Other financial liabilities are subsequently measured at amortised cost using the
effective interest method.

2.18.9. Derecognition of Financial Liabilities
The Group derecognises financial liabilities if, and only if, the Group’s obligations are
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discharged, cancelled or they expire. The difference between the carrying amount of
the financial liability derecognised and the consideration paid or payable is recogni-
sed in profit or loss.

2.18.10. Derivative Financial Instruments
The Group enters into a variety of derivative financial instruments to manage its ex-
posure 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. The resulting gain or loss is recognised in profit or loss imme-
diately unless the derivative is designated and effective as a hedging instrument, in
the event of which, the timing of the recognition in profit or loss depends on the na-
ture of the hedge relationship.

2.18.11. 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 mana-
gement 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 chan-
ges in fair values or cash flows of the hedged item attributable to the hedged risk.

2.18.12. 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 ac-
cumulated under the heading of the cash flow hedging reserve. The gain or loss rela-
ting 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 reco-
gnised in profit or loss, in the same line of the statement of profit or loss as the reco-
gnised hedged item. However, when the hedged forecast transaction results in the
recognition of a non-financial asset or a non-financial 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 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 com-
prehensive income and accumulated 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 accumu-
lated in equity is recognised immediately in profit or loss.

2.18.13. 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.

Thechangein the fair value of derivatives held for trading is recognised as an expense
or income from derivative transactions.
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2.19. CHANGES IN ACCOUNTING POLICIES
In the year ended 31 December 2012, the Group changed the reporting of the short-
term lease of traction vehicles and wagons.

In the consolidated financial statements for the year ended 31 December 2011, the
above-stated lease of CZK 551 million was reported by the Group in the statement of
profit or loss line ‘Revenue from principal operations’ in ‘Other revenues from intra-
state freight transportation’. In the consolidated financial statements for the year
ended 31 December 2012, the above-stated lease of CZK 514 million is reported in
the statement of profit or loss line ‘Other operating income’ under ‘Rental income’.

In the consolidated financial statements for the year ended 31 December 2012,
the Group reclassified the above-stated lease of CZK 551 million for the year ended
31 December 2011 from ‘Revenue from principal operations’ to ‘Other operating
income’ for the sake of the comparability of the financial statements.

3. Adoption of New and Revised International
Financial Reporting Standards

3.1. STANDARDS AND INTERPRETATIONS EFFECTIVE FOR ANNUAL
PERIODS ENDED 31 DECEMBER 2012

During the year ended 31 December 2012, the following standards, revised stan-

dards and interpretations became effective:

Effective for annual periods
beginning on or after

Amended, new and revised standards and interpretations

IFRS 7 - Financial Instruments

Disclosures — Transfers of Financial Assets LJuly 2011

The above standards and interpretations have no impact on the presentation and
disclosures or the presented financial results.

3.2. STANDARDS AND INTERPRETATIONS ADOPTED IN ADVANCE
OF THEIR EFFECTIVE DATES
The Group adopted no standards or interpretations before their effective dates.

3.3. STANDARDS AND INTERPRETATIONS IN ISSUE NOT YET ADOPTED
At the consolidated balance sheet date, the following standards and interpretations were is-
sued but not yet effective and the Group did not adopt them in advance of their effective dates.

Effective for annual periods
beginning on or after

Amended, new and revised standards and interpretations

IFRS 1

Removal of Fixed Dates for First-time Adopters 2July 2011
Government Loans 1 January 2013
Temporary Exemption from Disclosure of the Information Required by IFRS 7 1)uly 2010
Temporary Exemption from the Requirements of IFRS 9 1July 2010
Severe Hyperinflation and Removal of Fixed Dates 1)July 2011
Improvements to 2010 - revised IFRS 1, IFRS 3, IFRS 7, 1July 2010 or
IAS 1, 1AS 27, 1AS 34, [FRIC 13 1January 2011

Effective for annual peri-
ods beginning on or after

Amended, new and revised standards and interpretations

IFRS 7

Extended Disclosure Requirements about Derecognition 1July 2013
Amendments to IFRS 7 Financial Instruments: Disclosure and IAS 32 Financial 1)anuary 2013
Instruments: Presentation — Offsetting Financial Assets and Financial Liabilities and 1 January 2014
IFRS 9

Financial Instruments - Classification and Measurement 1 January 2015
Amendments to IFRS 9 - New Mandatory Effective Date

and Transition Disclosures 1January 2015
IFRS 10 - Consolidated Financial Statements:

Transition Guidance 1January 2013
Investment Entities 1January 2014
IFRS 11 - Joint Arrangements 1)anuary 2013
IFRS 12 - Disclosure of Interests in Other Entities 1January 2013
IFRS 13 - Fair Value Measurement 1 January 2013
Improvements to [FRS 2009 - 2011 1 January 2013
IAS 1 - Presentation of Financial Statements: Presentation of Items of Other

fgazrg?:gtsglredgsc:me for Items that will be Reclassified 1)uly 2012
IAS 12 - Deferred Tax: Recovery of Underlying Assets 1 January 2012
Income Taxation — Deferred Tax — Recovery of Underlying Assets 1 January 2012
Lﬁii’zgh?rgiﬁ\éizieneﬁts - Eliminating an Option of the Corridor 1 January 2013
IAS 24 - Related Party Disclosures 1 January 2011
IAS 27 (2011) - Separate Financial Statements 1 January 2013
IAS 28 (2011) - Investments in Associates and Joint Ventures 1 January 2013
IAS 32 - Classification of Rights Issues 1 February 2010
IFRIC 14 - Prepayments for a Minimum Funding Requirement 1January 2011

Revised IFRIC 14 — |AS 19 - The Limit on a Defined Benefit Asset, Minimum
Funding Requirements and their Interaction — Minimum Funding 1 January 2011
Requirement Contributions that would be Required for Future Service

IFRIC 19 - Extinguishing Financial Liabilities with Equity Instruments 1July 2010

IFRIC 20 - Stripping Costs in the Production Phase of a Surface Mine 1 January 2013

Management of the Group anticipates that the adoption of these standards, revised
standards and interpretations will have no material impact on the Group in the
following periods, except for the detailed presentation under IFRS 12 and IAS 1.

The above standards and interpretations have no impact on the disclosure and pre-
sentation or on the disclosed financial results, with the following exceptions:

The Group used an exception listed in paragraphs 25 — 27 of revised IAS 24, effective
for annual periods beginning on o rafter 1 January 2011. The exception relates to the
disclosure of related party transactions in respect of state controlled entities (refer
to the Point ‘Related Party Transactions’).

3.4. STANDARDS AND INTERPRETATIONS THAT ARE ISSUED BUT NOT YET
ADOPTED BY THE EUROPEAN UNION

At the consolidated balance sheet date, some of the standards and interpretations

listed in the prior point have not been adopted by the European Union:

Effective for annual periods
beginning on or after

Amended, new and revised standards and interpretations

IFRS 1

Removal of Fixed Dates for First-time Adopters 1july 2011
Severe Hyperinflation 1july 2011
Government Loans 1 January 2013
IFRS 7

Extended Disclosure Requirements about Derecognition 1July 2013
Amendments to IFRS 7 Financial Instruments: Disclosure and IAS 32 Financial 1January 2013
Instruments: Presentation — Offsetting Financial Assets and Financial Liabilities and 1 January 2014
IFRS 9

Financial Instruments - Classification and Measurement 1 January 2015

Amendments to [FRS 9 - New Mandatory Effective Date

and Transition Disclosures 1January 2015
IFRS 10 - Consolidated Financial Statements:

Transition Guidance 1January 2013
Investment Entities 1January 2014
IFRS 11 - Joint Arrangements 1 January2013
IFRS 12 - Disclosure of Interests in Other Entities 1January 2013
IFRS 13 - Fair Value Measurement 1)anuary 2013
Improvements to IFRS 2009 - 2011 1 January 2013
IAS 1 - Presentation of Items of Other Comprehensive Income 1July 2012
IAS 12 - Deferred Tax: Recovery of Underlying Assets 1 January 2012
1AS 19 - Employee Benefits 1 January 2013
IAS 27 (2011) - Separate Financial Statements 1January 2013
IAS 28 (2011) - Investments in Associates and Joint Ventures 1 January 2013
IAS 32 - Offsetting of Financial Assets and Financial Liabilities 1 January 2014
IFRIC 20 - Stripping Costs in the Production Phase of a Surface Mine 1January 2013

4. Critical Accounting Judgments and Key Sources
of Estimation Uncertainty

In the application of the Group’s accounting policies, which are described in Point
2, managementisrequired 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 considered to be relevant. Actual results may
differ from these estimates.
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The estimates and underlying assumptions are reviewed on an ongoing basis.
Revisions to accounting estimates are recognised in the period in which the estima-
teisrevised if the revision affects only that period or in 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 estimation uncertainty at the end of the reporting period, that have a significant
risk of causing a material adjustment to the carrying amounts of assets and liabili-
ties 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 the end of each annual reporting period. Although the Group identi-
fied no changes in the useful lives of property, plant and equipment, the situation
may change in the following periods.

4.2. IMPAIRMENT OF ASSETS

TheGroupassessestherecoverablevalueofallassetcomponentswhenthereareindicators
oftheirimpairment(withtheexceptionofintangibleassetsunderconstruction, therecove-
rablevalueofwhichisassessedannually). Thisassessmentisbased onanticipatedassump-
tions and may change in the future as the situation evolves and information is available.

4.3. REVENUE AND EXPENSES FROM INTERNATIONAL TRANSPORTATION
Given the long intervals of settlement of mutual payments between transporters in
the international transportation, the Parent Company has to estimate the amount
of these expenses and revenues. The actual value confirmed by an international set-
tlement institution may be different.

4.4. MEASUREMENT OF FINANCIAL DERIVATIVES
The Group uses financial derivatives for cash flow hedging. The measurement of de-
rivatives in the financial statements is based on appropriate measurement techni-
ques using identifiable market assumptions. If these assumptions changed, the me-
asurement of financial derivatives would be different.

4.5. 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.

4.6. 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 parame-
ters established on the basis of a reasonable estimate and publicly available statisti-
cal documents: 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 are discounted to the present value using the
discount rate derived from the yield level of 10-year government bonds.

4.7.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 provi-
sions 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.
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4.8. 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 the stability of the Company in the following years. The implemented
measures have served a basis for preparing a medium-term business plan of the Company.

5. Revenue from Principal Operations

All of the below additional information on the statement of profit or loss relates to
continuing operations.

(CZK'000) 2012 2011
Revenue from freight transportation: 12965721 12873128
Revenue from freight transportation - local 4756 602 5722131
Revenue from freight transportation - foreign 8209119 7150997
Other revenue from freight transportation: 1091504 1201858
Other revenue from freight transportation - local 310312 259748
Other revenue from freight transportation - foreign 781192 942110
Other revenue related to transportation 109 403 157 575
Total revenue from principal operations — continuing operations 14166 628 14 232561

Other revenue from freight transportation predominantly includes the revenue from
freight transportation from other transporters and owners of railways and revenue
from other transportation.

With respect to the volume of billed services, the principal local customers include the following:

CEZ, a.s.

CARBOSPED, spol.sr. 0.
MORAVIA STEEL, a. s.
NH TRANS SE

AWT Cechofracht, a. s.
CD Logistics, a. s.

Foreign customers predominantly include railway transportation companies (nati-
onal transporters) and other entities. With respect to the volume of billed services,
the principal companies are as follows:

Railway transportation companies (national transporters)

Zeleznicnd spolocnost” Cargo Slovakia, a. s.
DB Schenker Rail Deutschland AG

PKP Cargo SA

Rail Cargo Austria AG

Other companies

Express Slovakia ,Mezindrodna preprava a.s.”
A.P. Moller - Maersk A/S

CD Generalvertretung GmbH

DB Schenker Rail Automotiv

BLG AutoRail GmbH

6. Other Operating Income

Other services predominantly include the costs of education, IT, healthcare, advi-
sory, fire protection and security.

8. Employee Benefit Costs

(CZK'000) 2012 2011
Gain from disposal of property, plant and equipment and investment property 33510 36089
Gain from the sale of inventory 5740 4352
Rental income 451 537 577 960
Compensations for deficits and damage 48 652 26438
Gain on material 20162 21136
Other subsidies 3 22020
Other 103078 115407
Total other operating income - continuing operations 662 682 803 402

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 Zelezni¢ni dopravni cesty, s.o. (refer to Point 27.7.).

7. Purchased Consumables and Services

(CZK'000)

Traction costs

Traction fuel (diesel)

Traction electricity

Payment for the use of railway route
Other purchased consumables and services
Consumed material

Consumed other energy

Consumed fuel

Repairs and maintenance

Travel costs

Telecommunication, data and postal services
Other rental

Rental for rail vehicles

Transportation charges

Services associated with the use of buildings
Operational cleaning of rail vehicles

Border area services

Advertising and promotion costs

Other services

Total purchased consumables and services — continuing operations

2012
-1821424
-570 060
-1251 364
2220595
-4144 546
-330984
-109 442
-13 246
-279 847
-41037
-68 591
-186 914
724 865
-1695634
-35087
9188
-181181
-60 558
671

-407 301
-8186 565

2011
-1798717
-619 084
-1179633
-2342 865
-3 605768
-366 730
-105714
-10 869
-239961
-46 387
-89291
-172 541
-757 612
-1146 234
-27 032
-9175
-178 853
-74 864
-1168
-379337
-7 747 350

(@) 2012 2011
Payroll costs -2994 936 -3103 568
Severance pay -140022 -49 142
Statutory social security and health insurance -1008179 -1038509
Benefits resulting from the collective agreement -53111 -46 422
Statutory social costs -191 425 -196 197
Other employee benefit costs -26 694 -22159
Total employees benefit costs — continuing operations -4 414 367 -4 455 997
9. Depreciation and Amortisation
(@4 Qi]0)] 2012 2011
Depreciation of property, plant and equipment -1840439 -1851112
Amortisation of intangible assets -45329 -35247
Total depreciation and amortisation — continuing operations -1885768 -1886 359
10. Other Operating Income (Losses)
(@4 Q)] 2012 2011
Change in provisions -549 660 -372223
Losses from impaired receivables -33400 -7 070
I:::jle;rsg;s:tl\;)issszggn;nigpaired property, plant and equipment 47 369 91077
Taxes and fees -4 599 -9985
Other operating expenses -124 236 -131721
Total other operating losses - continuing operations -664 526 -612 076

Other operating expenses predominantly include damages and insurance payments.

11. Financial Expenses

(CZK'000)

Interest on bank overdraft accounts and loans
Interest on finance lease payables

Interest expenses - bonds

Other interest expenses

Unwinding of the discount of provisions

Total financial expenses — continuing operations

12. Other Gains (Losses)

(@{g o))

Net foreign exchange gains (losses)

Loss from the sale of securities and equity investments
Received interest

Banking fees

Actuarial gains (losses)

Other

Total other gains (losses) - continuing operations

13. Income Taxation

13.1. INCOME TAX REPORTED IN PROFIT OR LOSS

(CZK'000)

Current income tax for the period reported in the statement
of profit or loss

Deferred tax recognised in the statement of profit or loss
Deferred tax reclassified from equity to profit or loss

Total tax charge relating to continuing operations
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-12431
-148 747
-52 856
-54 843
-1489
-270 366

2012
-12692
-737
1819
-3657
2452
187
-12628

2012

-14 955

-181 316
0
-196 271

16

2011
-18 533
-154 466
0
-125704
-3130
-301 833

2011
28 387

1978
-5280
-10905
208
14388

2011
-17 359

-69936
-7632
-94 927

13.2. INCOME TAX RECOGNISED IN OTHER COMPREHENSIVE INCOME

(CZK‘000)

Remeasurement of financial instruments recognised
as cash flow hedging

Total income tax recognised in other comprehensive income

2012

799

799

2011

-13 383

-13 383
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13.3. DEFERRED TAX

(CZK'000)

Balance on 1 jan 2011

Deferred tax recognised in profit or loss

Deferred tax recognised in other comprehensive income
Balance on 31 Dec 2011

Deferred tax recognised in profit or loss

Deferred tax recognised in other comprehensive income

Balance on 31 Dec 2012

14. Property, Plant and Equipment

Cost
(CZK'000)

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

Total

126

Balance on
1)Jan 2011

126 194
1208178
36313708
466 106
29794065
5966 841
86 696

0

116 365
239432
38003 877

Balance on
1)Jan 2011

647146
22707 626
338333
20943 249
1384168
41876
23354772

Unutilised
tax losses

-118213
97 307
0

-20 906
13810

-7 096

Additions
0

77 584
1223908
46 364
1086172
86 607
4765

0
1135696
5968

2443156

Additions
31547
1893178
29660
1506123
353719
3676
1924725

Non-current

assets
131669
-19681
0
111988
187731
0
299719

Disposals

0

346
1062841
22198
811 258
209 434
19951

0

0

27
1063214

Disposals

583
1046035
22207
794 538
209 434
19 856
1046 618

Provisions

-73 981
<72 543

0
-146 524
-104 414

0
-250938

Reclassification

757

-757
27163
34370
-15968
-46 322

0
-1105397
0

-1105 397

Reclassification

105
-105
7257
1133

-8 495

Leases
89419
51707
0
141126
91527
0
232653

Balance on
31 Dec 2011

126 194
1286173
36474018
517 435
30103 349
5828 046
25188

0

146 664
245373
38278422

Balance on
31 Dec 2011

678 215
23554 664
353043
21655967
1528453
17 201

24 232 879

Receivables
-5702
687

-5015
-2678

-7 693

Additions
0

95525
2521322
62512
2376937
81790
83

0
2487693
1479130
6583670

Additions
32051
1799320
39860
1476 097
282659
704
1831371

Derivatives
-27 997
7634
13383

-6 980

-799
-7779

Disposals
0

2009
888 754
29677
722109
130361
6 607

0

0
1618773
2509536

Disposals
1102
1085381
25434
923034
130361
6552
1086483

23899
12457

15356
-4 660

10 696

Reclassification

20593
-1015122
1002 255
<7726

0

-2469 821
0

-2469 821

Reclassification
0

0

18230

-223 550

207 040

-1720

0

-1906
77 568
13383
89045
181316
-799
269 562

Balance on
31 Dec 2012

126 194
1379689
38106 586
570863
30743055
6781730
10938

0

164 536
105730
39882735

Balance on
31 Dec 2012

709 164
24268 603
385699
21985480
1887791
9633

24 977 767

Impairment (CZK '000) Balance on 1 Jan 2011 Additions Disposals  Reclassification
Individual movable assets 15269 102 646 15269
Vehicles 15269 102 646 15269
Prepayments 0 3700 0
Total 15269 106 346 15269

© o o
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Balance on 31 Dec 2011 Additions Disposals  Reclassification Balance on 31 Dec 2012
102 646 58977 102 646 0 58977

102 646 58977 102 646 0 58977

3700 5000 8700 0 0

106 346 63977 111 346 0 58977

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 on Balance on Balance on
(CZK'000) 1)an 2011 31 Dec 2011 31 Dec 2012
Land 126 194 126 194 126 194
Buildings 561032 607 958 670525
Individual movable assets 13590813 12816 708 13779006
Machinery, equipment, and furniture and fixtures 127773 164 392 185164
Vehicles 8835547 8344736 8698598
Vehicles acquired under finance leases 4582673 4299593 4893939
Other 44320 7987 1305
Other assets 0 0 0
Assets under construction 116 365 146 664 164 536
Prepayments 239432 241673 105730
Total 14 633 836 13939197 14 845991

During the year ended 31 December 2012, the volume of property, plant and equip-
ment did not change significantly.

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

Vehicles predominantly include rail vehicles (locomotives, wagons) used for the
operations of the railway freight transportation. This item was impaired in the
amount of the difference between the net book value and the recoverable value of
CZK 58,977 thousand.

Principal additions to individual movable assets in the year ended 31 December 2012
included the modernisation of the 363.5 series traction vehicles of CZK 1,108,447 thou-
sand, major and general repairs (components) of traction vehicles of CZK 530,248 thou-
sand, inspection repairs (components) of wagons of CZK 302,350 thousand and im-
provements on wagons of CZK 231,926 thousand. Additions to inspection repairs
(components) of leased assets in 2012 amounted to CZK 166,677 thousand.

In the years ended 31 December 2012 and 2011, the Parent Company acquired
tangible assets recognised in expenses in the amounts of CZK 30,360 thousand
and CZK 31,854 thousand, respectively. 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 105,242 thousand as of
31 December 2012 and principally relate to the ongoing modernisation of traction
vehicles from series 163 to series 363.5.

In 2012, the Parent Company decided to optimise its rolling stock and selected 4,700
wagons and approximately 100 traction vehicles for scrapping. In respect of this planned
transaction, the Parent Company reported an impairment of vehicles of CZK 58,977 thou-
sand and recognised an extraordinary write-off of CZK 101,655 thousand.

Depreciation was calculated using the following useful lives:

Buildings 20 - 50 years
Structures 20 - 50 years
Locomotives 20 - 25 years
components: 2-6 years
major repair 8-24 years
general repair 4-12 years
Freight wagons 30 years
components - technical inspection 2-6 years
Machinery and equipment 8 - 20 years

14.1. ASSETS PLEDGED AS COLLATERAL
As of 31 December 2012 and 2011, no assets of the Parent Company were pledged as collateral.

15. Intangible Assets

Cost Valuable Assets under

(CZK'000) Software rights construction Total
Balanceon1)an 2011 282585 98174 41900 422 659
Additions 49302 16930 67 254 133486
Disposals 0 100 0 100
Reclassification -3345 3345 -67 160 -67 160
Balance on 31 Dec 2011 328 542 118 349 41994 488 885
Additions 31108 4755 84186 120049
Disposals 0 0 0 0
Reclassification 0 0 -33163 -33163
Balance on 31 Dec 2012 359650 123104 93017 575771
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18. Trade Receivables

Accumulated amortisation Valuable Name of the entity Principal activities Investment as of
(CZK'000) Software rights Total 31 Dec 2012 31 Dec 2011 ‘
Balance on 1 Jan 2011 209103 48314 257417 - : , (Czk*000) 31Dec2012 31Dec2011 1Jan2011
BOHEMIAKOMBI, Mediation of transportation services except 30% 30%
Additions 28112 7586 35698 spol.sr.o. for the transportation by own vehicles. i N Long-term 3211 6577 10098
Disposals 0 100 100 Ostravska dopravni Railway transportation and lease of 0% 0% Short-term 1844048 1873776 1687393
Reclassification 93 03 0 spolecnost, a.s. locomotives. Total 1847 259 1880353 1697 491
Balance on 31 Dec 2011 237122 55893 293015 RAILLEX a.s. gﬁ:pg?:adtllg‘r? and technical services in 50% 50%
Additions 33 340 12386 45726 18.1. AGING OF TRADE RECEIVABLES
Disposals 0 0 0 m Summary of Financial Information on Associates
Past due date (days)
Reclassification 0 0 0 Before Total
\ (CZK'000) Category due date 91-180 181 -365 365 and more past due date
Balance on 31 Dec 2012 270 462 68279 338741 (CzK*000) 31Dec 2012 31Dec 2011
31 Dec 2012 Gross 1705170 36757 28568 20593 16152 148 380 250450 1955620
Total assets 557 380 476 417
e . . . S Allowances 0 -426 -5166 -6 096 4118 -92 555 -108 361 -108 361
Reclassifications predominantly include transfers of asset items between individual Total liabilities 333172 289 008
groups of assets (IAS 38) relating to software and valuable rights. Net 1705170 36331 23 402 14 497 12034 55825 142 089 1847 259
Net assets 224208 187 409
. . 31 Dec 2011 Gross 1507370 313478 14265 8672 5090 87977 429 482 1936 852
Share of the Company in associates’ net assets 52162 41380
Net book value Valuable  Assets under Allowances 0 -1 060 9846 -5903 -3552 -36138 -56 499 -56 499
(CZK'000) Software rights construction Total
Net 1507 370 312418 4419 2769 1538 51839 372983 1880353
Balanceon 1 Jan 2011 73482 49 860 41900 165 242 (CZK*000) 2012 2011
1Jan 2011 Gross 1518580 46797 34956 4750 19076 147 442 253021 1771601
Balance on 31 Dec 2011 91420 62456 41994 195 870 Total income 1656 284 1229427
Allowances 0 -446 -1797 -710 -4180 -66 977 74110 74110
Balance on 31 Dec 2012 89188 54 825 93017 237030 Profit for the period 50307 39819
Net 1518580 46 351 33159 4040 14 896 80 465 178911 1697 491
Share of the Company in associates’ profit for the period 13463 10 232
Amortisation costs were reported in the statement of profit or loss line ‘Depreciation
and amortisation’. The amortisation was calculated using useful lives of 3 to 8 years.
Intangible fixed assets predominantly include the formation yards information 17.1 tori 19. Other Financial Assets
systems, SAP upgrade, the Microsoft Enterprise Agreement licence, OPT information . Inventories
system, the central wagon navigation information system and other systems used
by h C g g i v (CZK'000) 31 Dec 2012 31 Dec 2011 1)Jan 2011
y the Parent Company. (CZK'000) 31Dec2012 31Dec2011 1)Jan 2011
Other non-current financial assets 10972 19025 18 401
; i ; R R Spare parts and other components for rail vehicles
Intangible fixed assetls under construct'lon pred_omln{intly include the development 2 locormotives 8351 9044 26 091 Other current financial assets 96105 121126 164 781
of software for the railway transportation and financial management of the Group.
; ; Total 107 077 140151 183182
Other machlnery, tools and equipment 65799 66 690 56 939
and their spare parts
- . Fuels, lubricants and other oil products 4053 3347 2991 Other financial assets predominantly include the loan provided to Raillex, receiva-
16. Investments in Associates i . bles for deficits and danaage and recZivabIes registeredrl)‘or recovery with the courts
Work clothes, work shoes, protective devices 731 553 795 . . . . .
§ i . and financial derivatives. Allowances of CZK 6,185 thousand and CZK 24,646 thou-
= Information on Associates Other 10377 10321 10 694 sand are recognised for receivables assigned for recovery through the courts in the
Total cost 89311 89 955 97 510 years ended 31 December 2012 and 2011, reSpeCtiVer.
Name of the entity Registered Value of investment as of Write-d i tories to their net realisable val 0 0 0
. rite-down of inventories to their net realisable value
(CzK"000) office 31 Dec 2012 31 Dec 2011 ' Wi of inventort : : va
Total net book value 89311 89 955 97 510
BOHEMIAKOMBI, spol. s r.0. Opletalova 6, 11000 Prague 1 4514 4421
Ostravska dopravni U Tiskdrny 616/9 The inventory was not impaired based on the inventory count in 2012 and 2011.
N L 37955 32905
spolecnost, a.s. 70200 Ostrava, Privoz
RAILLEX a.s. Trnkovo nam. 3, 15200 Prague 5 9693 4054
Total 52162 41 380
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20. Other Assets

(CZK'000) 31 Dec 2012 31 Dec 2011 1)Jan 2011
Total non-current assets 434 494 969
Prepayments made 53122 50209 16 409
Ii);nreeii\;ables (except for the corporate in- 12876 175 351 15968
Prepaid expenses 17 298 70131 57023
Other 2487 2458 2834
Total current assets 85783 298149 92234
Total 86 217 298 643 93 203
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, ado-
pted the resolution on the decrease in the share capital of CD Cargo, a.s. in accor-
dance with Section 213a of the Commercial Code, from CZK 8,800,000 thousand to
CZK 8,494,000 thousand. As of 31 December 2012, the Company reports the share
capital of CZK 8,494,000 thousand fully paid.

21.2. RESERVE AND OTHER FUNDS

(CZK'000) 31 Dec 2012 31 Dec 2011 1)Jan 2011
Share premium 197 658 197 658 197 657
Statutory reserve fund 61764 61581 61480
Cash flow hedging reserve -33163 -29759 -108 512
Foreign currency translation fund -2158 -23 -83
Other 55 79 64
Total 224156 229536 150 606

Allocations to the statutory reserve fund are made in accordance with the national
legislation.

21.2.1. Cash Flow Hedging Reserve

(czK* 2012 2011
Balance on the beginning of the year -29759 -108 512
Loss from revaluation -9.495 -34983
Accrued cost 0 49 947
Reclassifications to profit or loss upon settlement 5292 77172
Total change in the cash flow hedging reserve -4 203 92136
Relating income tax 799 -13383
Balance on the year-end -33163 -29759

The cash flow hedging reserve includes accumulated gains and losses from the effe-
ctive 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 or is included as an adjustment in the base in the hedged non-financial
item in accordance with the relevant accounting policies.

22. Loans and Borrowings

(CZK'000) 31 Dec 2012 31 Dec 2011 1)an 2011
Short-term bank loans 20000 40279 25497
Payables from finance leases 756 610 579 884 532272
Overdraft accounts 859579 349709 1412257
Other received short-term loans and borrowings 9599 74 799 948
Total short-term 1645788 969 946 2769974
Issued bonds 2486483 1980109 0
g;hgéi(;;:ceived loans and borrowings — 57616 6991 7494
Payables from finance leases 2204974 2365950 2899241
Total long-term 4749 073 4353050 2906 735
Total 6394 861 5322996 5676 709

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 borrowings.

The Parent Company or subsidiaries breached no loan covenants in the repor-
ting 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 outstanding 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 re-
solution of the Czech National Bank took effect on 5 May 2011.

In 2011 and 2012, the following issues of bonds were placed under the bond programme:

Administrator Komercni banka, 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 June 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 interest income

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
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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.
12 January 2012

CZK 200,000,000

CZK 1

Variable interest income

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

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

Den koneéné splatnosti

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

22.12.2015
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22.2. FINANCE LEASE PAYABLES 24. Trade Payables
The finance lease applies to railway vehicles, software, vehicles and equipment for computers and servers. The value of finance leases is as follows:

Past due date (days)

(CZK ‘000) Minimum lease payments Present value of minimum lease payments Year‘ Before Total
(CZK'000) Category due date 91- 180 181 -365 365 and more past due date
31.12.2012 31.12.2011 1.1.2011 31.12.2012 31.12.2011 1.1.2011
31 Dec 2012 Short-term 2390535 36933 3220 512 7 546 74 48 285 2438820
Less than 1 year 879 815 710066 682715 756 611 579 885 532272
31Dec 2011 Short-term 2101318 35755 4539 535 180 76 41085 2142403
From 1 to 5 years 1658070 1846 284 2179105 1359356 1559775 1817621
1Jan 2011 Short-term 2740503 26 306 7555 145 811 13 34830 2775333
5 years and more 918159 875 844 1200751 845617 806174 1081620
Total 3456 044 3432194 4062571 2961584 2945 834 3431513 Supplierinvoices typically mature in 90 days
Less future finance expenses -494 460 -486 360 -631058
Present value of minimum lease payments 2961 584 2945 834 3431513 2961 584 2945 834 3431513
In the statement of financial position as: 2 5 . Other Fl nanC|a| Llabllltles
short-term loans 756 610 579 884 532272
long-term loans 2204974 2365950 2899 241 (CZK'000) 31Dec2012  31Dec 2011 1)an 2011
Total 2961584 2945834 3431513 Hedging derivatives 71145 31748 0
Other long-term liabilities 171869 447992 936 485
The fair value of finance lease payables approximates their carrying amount. Total long-term 243014 479740 936 485
Hedging derivatives 28954 6209 147 345
Other short-term liabilities 479 801 747 046 64151
23- Pr0V|5|onS Total short-term 508 755 753 255 211496
Total 751769 1232995 1147981
Balance on Balance on Balance on
(CZK'000) 1)an 2011 Charge Use 31 Dec 2011 Charge Use 31 Dec 2012 . o . o . o . .
- ; "Other” primarily includes a liability arising from supplier loans divided into a short-term and long-term portion.
Provision for legal disputes 7198 18 065 8370 16 893 52732 16 252 53373
Provision for outstanding vacation days 28 000 26570 28000 26 570 28370 26 636 28304
Provision for business risks 95432 14034 0 109 466 55513 56 217 108 762 26 Other Liabilities
Provision for employee bonuses 240000 150000 0 390 000 149988 0 539988
Provision for restructuring 0 110 365 0 110 365 535000 110 365 535000 (CzK 31 Dec 2012 31 Dec 2011 1Jan 2011
Provision for the fee for the use of trademark 0 95000 0 95000 0 95000 0 Total long-term 375591 381 498 83333
Other provisions™ 19165 23997 19165 23997 56792 25157 55632 Received prepayments 40287 59554 78 737
Total provisions 389795 438031 55535 772 291 878 395 329627 1321059 Payables to employees 379 664 383805 441116
long-term 65011 65298 70070 Social security and health insurance payables 119101 119 979 125954
short-term 324784 706 993 1250989 Other 140 026 185 599 468 598
* Other provisions include provisions for complaints, returns of empty wagons, damages and other provisions. Total short-term 679078 748937 1114405
Total 1054669 1130435 1197738

After having considered all existing legal analyses and results of negotiations in
existing legal disputes and having assessed all potential risks, current develop-
ments in legal disputes and in accordance with the inherent level of prudence,
management of the Parent Company has decided to increase the amount of the
non-tax deductible provision by CZK 149,988 thousand to the total amount of
CZK 539,988 thousand to cover potential expenses relating to potential risks for
business transactions.

As of 31 December 2012, management of the Parent Company has decided to make
organisational changes pursuant to the prepared restructuring plan, the main

features of which were communicated within the Parent Company. The future cash
outflows associated with the restructuring were estimated at CZK 535,000 thou-
sand in the plan. The restructuring involves the inspection of the rolling stock and
the scrapping of redundant wagons and traction vehicles as disclosed in Point 14.

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 in the Group was calculated at CZK 108,762 thousand using an actuarial
model. For details on this model, refer to Point 4.6.

Thelineitem ‘Long-term 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.
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27. Related Party Transactions

27.1. INCOME GENERATED WITH RELATED PARTIES

2012 Sale of Sale of
(CZK'000) tangible FA inventory
CD - Telematika, a.s. 0 0
Vyzkumny Ustav

R 0 0
Zeleznicni, a. s.
DPOV, a.s. 0 1563
(D, as. 0 1491
Total 0 3054

2011 Sale of Sale of
(CZK'000) tangible FA inventory
CD - Telematika, a.s. 0 0
Vyzkumny Ustav

R 0 0
Zeleznicni, a. s.
DPOV, a.s. 0 1672
(D, as. 87 2461
Total 87 4133

Sale of Other
services  income
175 0
4725 0
17 256 379

23987 4914

46143 5293

Sale of Other
services  income
112 0
4200 0
22 405 287

25630 2728
52347 3015

27.2. PURCHASE FROM RELATED PARTIES

2012

(CZK'000) Assets  Material Services
CD - Telematika, a.s. 84038 212 17913
CD - Informacni Systémy, a.s. 33722 1761 105274
Vyzkumny Ustav Zeleznicni, a.s. 210 0 30
DPOV, a.s. 212 251 72 26 830
(D, as. 416 693018 1427666
Smichov Station Development, a.s. 0 0 0
Zizkov Station Development, a.s. 0 0 0
Centrum HoleSovice, a.s. 0 0 0
Dopravni vzdélavaci institut, a.s. 0 0 18614
CD Travel, s.r.o. 0 0 25343
JLV, ass. 0 0 1543
Masaryk Station Development, a.s. 0 0 0
Total 330637 695063 1623213

Financial
income
0 175
0 4725
0 19198
0 30392
0 54 490

Financial
income
0 112
0 4200
0 24 364
0 30906
0 59582
Other
expenses Total
0 102163
0 140757
0 240
0 239153

16660 2137760

0 0
0 0
0 0
0 18614
5 25348
0 1543
0 0

16665 2665578

2011 Other

(CZK'000) Assets  Material Services expenses Total
CD - Telematika, a.s. 4451 913 44 889 0 50253
CD - Informaini Systémy, a.s. 11708 1260 81513 0 94481
Vyzkumny Ustav Zeleznicni, a.s. 645 0 3 0 648
DPOV, a.s. 162096 709 40271 0 203076
(D, as. 758 748912 1357172 703 2107545
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
Dopravni vzdélavaci institut, a.s. 0 2 20842 0 20 844
CD Travel, s.r.o. 0 0 21841 0 21841
Total 179658 751796 1566531 703 2498688

27.3. PURCHASES AND SALES OF INTANGIBLE, TANGIBLE AND FIXED
ASSETS AND FINANCIAL ASSETS WITH RELATED PARTIES

Sales
Between 1 January 2012 to 31 December 2012, the Parent Company recorded no
sales of intangible, tangible or financial assets of related parties.

In the year ended 31 December 2011, the Parent Company sold tangible fixed assets
to Ceské drahy, a.s. in the amount of CZK 87 thousand.

Purchases

Purchases Intangible Property, plant Intangible Property, plant
(CZK'000) assets and equipment assets and equipment

2012 2012 2011 2011
(D, as. 406 10 0 758
CD - Telematika, a.s. 0 84038 5 4446
CD - Informacni Systémy, a.s. 33722 0 11708 0
Vyzkumny Ustav Zelezni¢ni, a.s. 0 210 0 645
DPOV, a.s. 0 212251 0 162 096
Total 34128 296 509 11713 167 945

Purchases of fixed assets from DPOV, a. s. include purchases of railway vehicles com-
ponents — performance of significant periodical repairs.

27.4. TRADE RECEIVABLES AND PAYABLES AT THE END

OF THE REPORTING PERIOD
31 Dec 2012 (CZK RENEL [ LEVELIE
(D, as. 9175 301 204
CD - Telematika, a.s. 91 6375
CD - Informacni Systémy, a.s. 0 51276
DPOV, a.s. 16 463 58432
CD Travel, s.r.o. 0 3081
Vyzkumny Ustav Zeleznicni, a.s. 1272 0
Smichov Station Development, a.s. 0 0
Zizkov Station Development, a.s. 0 0
Centrum HoleSovice, a.s. 0 0
JLV, ass. 0 185
Masaryk Station Development, a.s. 0 0
Dopravni vzdélavaci institut, a.s. 0 2457
Total 27 001 423010
31 Dec 2011 (CZK ‘000) REGNELE LEVELI
(D, as. 8523 287730
CD - Telematika, a.s. 21 12631
CD - Informacni Systémy, a.s. 0 47 554
DPOV, as. 12039 117 104
CD Travel, s.r.o. 0 3504
Vyzkumny Ustav Zeleznicni, a.s. 371 0
JLV, ass. 0 139
Dopravni vzdélavaci institut, a.s. 0 2026
Total 20954 470688

27.5. LOANS TO RELATED PARTIES

In the 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 on 31 Dec 2012
Loan (CZK '000) Long-term part of the loan  Short-term part of the loan Total
Total 7452 5209 12661
Principal 7200 4800 12000
Interest 252 409 661
Sale of the railway siding Long-term part of the loan  Short-term part of the loan Total
Total 3211 3366 6577
Principal 3095 3095 6190
Interest 116 271 387
m Balance on 31 Dec 2011
Loan (CZK ‘'000) Long-term part of the loan  Short-term part of the loan Total
Total 12661 5081 17742
Principal 12000 4587 16 587
Interest 661 494 1155
Sale of the railway siding Long-term part of the loan  Short-term part of the loan Total
Total 6578 3521 10099
Principal 6191 3096 9287
Interest 387 425 812

27.6. BONUSES TO KEY MANAGEMENT MEMBERS
Directors and other members of key management received the following bonuses in
the reporting period:

(@3¢ 2012 2011
Short-term employee benefits 26 694 22159
Total 26 694 22159

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 in-kind remuneration in the form of the use of
Group cars for private purposes.

27.7. RELATIONSHIPS WITH SZDC

The costsincurred in relation to Sprava Zeleznicni dopravni cesty, s.o. predominantly
include the fees for the allocation of capacity and use of the railway route in the ye-
ars ended 31 December 2011 and 2012.

The income of the Group predominantly includes compensation for increased costs
incurred as a result of traffic closures. The income for the year ended 31 December
2012 is disclosed in Point 6.

The Parent Company is conducting a legal dispute with Sprava Zeleznicni doprav-
ni cesty, s.o. regarding the price of the purchased traction electricity during the 2009
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reporting period. This dispute was not finalised as of the 2012 financial statements date.

In addition, the Parent Company is conducting a legal dispute with Sprava Zeleznicni do-
pravni cesty, s.0. on the method of settlement arising from the damages due to traffic clo-
sures of SZDC, s.0. This dispute was not finalised as of the 2012 financial statements date.

Expenses and income resulting from the transactions conducted with SZDC for the
years ended 31 December 2012 and 2011 were as follows:

2012 (CZK '000) Expenses Income
Operation of the railway route 53765 0
zze;]:;;:];;?glr\:vay route and allocated route capacity - freight 2219052 0
Use of traction electricity 156 0
Other 44158 60435
Total 2317131 60435
2011 (CZK '000) Expenses Income
Operation of the railway route 55006 0
gzzg;:];;?;lr\:vay route and allocated route capacity — freight 2342 305 0
Use of traction electricity 0 0
Other 36 826 36 255
Total 2434227 36 255

Given the above activities, the Company records receivables from and payables to SZDC:

(CZK'000) 31 Dec 2012 31 Dec 2011 1)an 2011
Receivables 29363 5092 4945
Payables 439769 505 445 545263
Prepayments made 12626 9745 0
Estimated payables 14785 10778 6715
Estimated receivables 3274 3455 2000

27.8. TRANSACTIONS WITH THE CEZ GROUP

The costs incurred in relation to the CEZ Group in the years ended 31 December 2011
and 2012 primarily include the payments for electricity and amounted to CZK 47,227
thousand and CZK 47,413 thousand as of 31 December 2011 and 2012, respectively.

The income generated by the Parent Company primarily includes the sales of freight
transportation. The income generated from transactions with the CEZ Group amoun-
ted to CZK 1,738,205 thousand and CZK 1,334,811 thousand as of 31 December 2011
and 2012, respectively.

Given the above activities, the Parent Company records the following receivables from
and payables to the CEZ Group:

(CzK'000) 31 Dec 2012 31 Dec 2011 1)an 2011
Receivables 193 595 260 549 167 361
Payables 1208 6489 1464
Estimated payables 2081 61 0

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 ne-
gative 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 rele-
vant items in the statement of financial position as follows:

(CZK'000) 31 Dec 2012 31 Dec 2011 1Jan 2011
Cash on hand and cash in transit 2043 2315 2637
Cash at bank 236993 163 237 263569
Total 239036 165 552 266 206

29. Contracts for Operating Leases

29.1. THE GROUP AS A LESSEE

Assetsunderoperating leases which arereported off balance sheetas of 31 December
2012 amount to CZK 36,854 thousand. Assets include a number of individually im-
material contracts for the lease of office equipment, vehicles and non-residential
premises. Payments recognised in expenses in the years ended 31 December 2012
and 2011 amounted to CZK 9,521 thousand and CZK 10,838 thousand, respectively.

The Group as a lessee has not concluded any irrevocable lease contracts, contingent
lease contracts 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 from operating leases of movable assets in 2012 amounts to CZK 514,173
thousand (2011: CZK 551,204 thousand).

The Group 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 2,411,118 thousand, of which CZK 1,233,877 thou-
sand relates to supplies agreed for 2013 and CZK 11,040 thousand relates to supplies
agreed for the following years. The remaining amount of CZK 1,166,201 thousand
was paid as of 31 December 2012. Asignificant part of the obligations relating to ex-
penses (CZK 1,067,041 thousand) include investments in railway vehicles.

31. Contingent Liabilities and Contingent Assets

31.1. BANK GUARANTEES ISSUED
Bank guarantees as of 31 December 2012, 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 2012

Type of Reason for the issuance
In favour of guarantee Amount  Currency Until MELELQTETED TS
Bank guarantee for the

WestlInvest Waterfront

fulfilment of all liabilities
Towers, s.r.o.,

and obligations of the

ankovcova 1569/2¢ Leas 30 Sept bt

) 69/2c, ease 227,267 EUR P Lessee arising from the

170 00 Prague 7, guarantee 2013 .
N Lease Contract with

HoleSovice,

WestInvest Waterfront

Corporate ID 26178338 Towers s.r.0. - Lighthouse.

Bank guarantee in the

event that CD Cargo
HYPARKOS, s.r.o0., does not comply with the
Skrétova 490/12, Lease 30 June obligations stipulated by
120 00 Prague 2, guarantee 16,517,056 CzK 2013  the Contract for the Lease

of Buildings and Land in
the Logistics Centre in
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 2012

Reason for the
Bank guarantee Guarantee issuance of
received from provider Amount  Currency Until abank guarantee
SKODA Bank guarantees
TRANSPORTATION, a.s., » arising from
cqrpqrate Ip 62623753,  Komercni 179,550,000 K 31 Dec contract for
with its registered office  banka, a.s. 2013 work no.
at Borska 2922/32, 31/03/018/08/
301 00 Plzen SML dated
ZKODA 11 December
TRANSPORTATION, a.s., Ceskoslovenska Modil?n?sgai?;r: ':)?
corporate ID 62623753, obchodni 179,550 000 K 31 March "locomotives from
with its registered office B 2013 N
banka, a.s. 163 series to 363

at Borska 2922/32,

301 00 Plzeri series” project.
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32. Financial Instruments

32.1. RIZENI KAPITALOVEHO RIZIKA

The Group manages its capital to ensure that it is able to continue as a going con-
cern while optimising the debt and equity balance. The Board of Directors and the
Supervisory Board of the Parent Company are regularly informed about the develo-
pment of debt. Any additional significant debt is subject to approval by the Parent
Company’s statutory bodies, ie the Board of Directors and the Supervisory Board.

The capital structure of the Group consists of net debt (borrowings offset by cash and
bank balances) and equity of the Group (comprising share capital, funds, retained ear-
nings). TheParent Companyisnotsubjecttoanyexternallyimposed 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 Point 2.

32.3. CATEGORIES OF FINANCIAL INSTRUMENTS

Financial assets (CZK '000) 31 Dec 2012 31 Dec 2011
Cash and bank accounts 239036 165552
Derivative financial instruments 17523 2975
Loans and receivables 1936813 2017530
Total 2193372 2186 057
Financial liabilities (CZK '000) 31 Dec 2012 31 Dec 2011
Derivative financial instruments 100098 37957
Trade payables, finance leases measured at amortised cost 9485350 8660 436
Total 9585 448 8698 393

Income from individual categories of financial assets is as follows:

Category of financial assets (CZK'000) 2012 2011 Reported in the income statement line

Interest on cash in bank accounts 1818 1909 Other gains

Total 1818 1909

Impairment losses on financial assets are presented in the Point ‘Trade receivables’
(Point 18) and ‘Other financial assets’ (Point 19). No impairment was noted in re-
spect of any other class of financial assets.

32.4. FINANCIAL RISK MANAGEMENT OBJECTIVES

The Treasury function provides services to the Parent Company, monitors and ma-
nages the financial 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.

32.5. CURRENCY RISK MANAGEMENT

The Group undertakes transactions denominated in foreign currencies; consequent-
ly, there are exposures to exchange rate fluctuations. These transactions predo-
minantly include income from international transportation and received loans.
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The Group seeks to maintain the proportion of long-term funding in the foreign cur-
rency unhedged against the currency risk at the maximum level of 50%.

The carrying amounts of the Group's foreign currency denominated financial assets
and financial liabilities at the end of the reporting period are as follows:

31 Dec 2012 (CZK'000) EUR usb Other Total
Financial assets 921619 75 58 240 979934
Financial liabilities 327797 0 107 308 435105
31 Dec 2011 (CZK'000) EUR usb Other Total
Financial assets 901 832 4 75036 976 872
Financial liabilities 300875 0 49633 350508
1 Jan 2011 (CZK '000) EUR uUsD Other Total
Financial assets 1088302 0,1 300 1088602
Financial liabilities 315721 0 1512 317233

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:

= Changesin the value of unhedged cash items denominated in foreign currencies; and
m Changesin the fair value of concluded financial derivatives.

The following table shows the impact that the strengthening of the Czech curren-
cy by one crown in respect of the relevant foreign currencies would have on the pro-
fit and other comprehensive income. A positive number indicates an increase in the
profit and other comprehensive income, a negative number indicates the decreasein
the profit and other comprehensive income:

(@) 2012 2011
Translation of_unhedged items denominated in foreign currencies at the 0 0
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 33024 35717
Total impact on other comprehensive income 33024 35717

32.5.2. Currency Forwards
In line with its principles, the Group enters into currency forwards and options to
cover the received 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 foreign Foreign Nominal Fair
(@4 Q)] currency rate currency value value
31Dec2012 25.626 EUR 23000 12 560
31 Dec 2011 25.76 EUR 36 000 -855

m Foreign currency options - collar

Sale Average foreign Foreign Nominal Fair
(CZK'000) currency rate currency value value
31 Dec2012 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 2011 and 2012.

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 appropriate mix between fixed and floating rate financing.

Concurrently, the Group concludes interest rate swap contracts in order to hedge fu-
ture cash flows resulting from loans 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 Changesininterest 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 discount rate; and

Change in the fair value of concluded financial derivatives.

The following 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 va-
lue indicates the decrease in the profit and other comprehensive income:

(CZK'000) 2012 2011
Interest from loans and lease with variable rate for the period 2669 2641
Change in the present value of long-term provisions at the end of the period 8075 8531
Change in the fair value of derivatives at the end of the period 67982 66471
Total impact on the profit for the period 78726 77 643
Change in the fair value of derivatives at the end of the period 39598 53340
Total impact on other comprehensive income 39598 53 340

32.6.2. Interest Rate Swaps

Based on interest rate swap contracts, the Group agrees to exchange the differen-
ce 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 outstan-
ding 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 Fair value of assets
31 Dec 2012 fixed interest rate in CZK thousand (liabilities) in CZK thousand
Less than 1 year 3.265% 677979 -14 595
1to 5 years 3.265% 1432545 -34 665
5 years and more 3.265% 477901 -8 055
Total -57 315

Average contracted Principal Fair value of assets
31 Dec 2011 fixed interest rate in CZK thousand (liabilities) in CZK thousand
Less than 1 year 3.265% 773172 -4 436
1to 5years 3.265% 477 515 -25109
5 years and more 3.265% 128 070 -6 339
Total -35884

m Hedging of the Bonds Rate

Average contracted Principal Fair value of assets
31 Dec 2012 fixed interest rate in CZK thousand (liabilities) in CZK thousand
Less than 1 year 2.94% 1000000 -10 387
1 to 5 years 2.94% 1000000 -21024
5 years and more 0
Total -31411

Average contracted Principal Fair value of assets
31 Dec 2011 fixed interest rate in CZK thousand (liabilities) in CZK thousand
Less than 1 year 2.94% 500 000 -919
1to 5years 2.94% 500 000 -301
5 years and more 0
Total -1220
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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

Hedged in CZK (liabilities) in CZK (liabilities) in CZK

range thousand thousandat31Dec2012 thousand at 31 Dec 2011

Less than 1 year 1.13%-3.13% 762150 -3971 0
1to 5 years 1.13%-3.13% 686457 -6 282 733
Syearsand more  1.13%-3.13% 331369 31 2242
Total -10 222 2975

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 period 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
commodities, 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;

m Inthe event of an increase of more than 10% in the price of the commodities lis-
ted above, the Company has the possibility of asking the regions and the state
for increased payments for transportation; and

m Negotiating a fixed price of electricity always for the following calendar year.

32.7.1. Analysis of Sensitivity to Changes in Commodity Prices
The exposure to the change in 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
m Changes in prices of purchases of unhedged use of commodities.

The following table shows the impact that an increase in the oil price of 10% 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
a decrease in the profit and other comprehensive income:

(CZK'000) 2012
Costs of oil consumption for the period 574238
Change in the fair value of derivatives at the end of the period 0
Total impact on the profit for the period 0
Change in the fair value of derivatives at the end of the period 12158
Total impact on other comprehensive income 12158

Figures for 2011 are not provided as the price of oil was not hedged as of 31 December 2011.
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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 December 2012:

Hedged average price Volume of contracts Fair value
Purchase of oil (USD/mt) (mt) (CZK thousand)
31 Dec 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 obli-
gations resulting 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. The maximum net
unhedged exposure to one counterparty in common business activities outside the
Group is determined at CZK 50 million. 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 counterparties are banks with high credit-ratings assigned (the investment
grade is required).

The carrying amount of financial assets recognised in the consolidated financial sta-
tementsonanetbasis, which is net of impairment losses, represents the Group’s ma-
ximum exposure to credit risk.

32.9. LIQUIDITY RISK MANAGEMENT
The liquidity risk in the Group is managed in respect of the permanent provision of suf-
ficient 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 liqui-
dity development. Pursuant to these assessments, the Group decides on an opti-
mal use of operating financial sources, consisting primarily of overdraft loans. In or-
der to strengthen its financial stability, the Group increases long-term financial sou-
rces on a continuous 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 2012.
The Group issued bonds in the aggregate volume of CZK 2.5 billion and has a bill of
exchange programme available in the aggregate amount of CZK 1.5 billion which,
however, was not used during 2012.

32.9.1. Liquidity and Interest Rate Risk Tables

The following tables detail the Group's remaining contractual maturity for its finan-
cial 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 inte-
rest 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 2012 Less than 1-3 3 months 1 year - 5 years
(CZK'000) 1 month months to 1 year S5years and more Total
Non-interest bearing 1129352 1317261 500 960 234959 8055 3190 587

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 1248483 4674516 952832 10453723
31 Dec 2011 Less than 1-3 3 months 1 year - 5 years

(CZK'000) 1 month months to 1 year Syears and more Total
Non-interestbearing 1051501 1295098 549133 476979 2762 3375473

Finance lease 63393 113830 531403 1844968 875844 3429438

liabilities

Variable interest 350064 709 21416 540670 0 912859
rate instruments

Fixed interest rate 0 0 62728 1727762 0 1790490
instruments

Total 1464958 1409637 1164680 4590379 878606 9508260

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 anticipated maturity period. The table includes cash flows from the interest
and principal.

31 Dec 2012 Less than 1-3 3 months 1 year - 5 years

(CZK'000) 1 month months to 1year S5years 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 18 519 13983 200 2193372
31.12.2011 Less than 1-3 3 months 1 year - 5 years

(CZK'000) 1 month months to 1year S5years and more Total
Non-interest bearing 1 460 282 690 294 9879 7310 2242 2170007
leed interest rate 0 0 0 16 050 16 050
instruments

Total 1460 282 690 294 9879 23 360 2242 2186 057

The amounts included above for variable interest rate instruments for both non-de-
rivative financial assets and liabilities are subject to change if changes in variable in-
terest 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) 31 Dec 2012 31 Dec 2011
Overdraft loan facilities:
amount of the loan facility at 1800 000 1800000
balance on 940 494 1450291
Bill of exchange programme

amount of the programme at 1500 000 1500000

32.10. STRATEGY FOR THE GROUP’S FUNDING IN SUBSEQUENT

32.10.1. Lease-Back

In 2012, the Parent Company used the first tranche of the leaseback of modernised
traction vehicles of the 363.5 series. For 2013, the Parent Company is planning to
use the leaseback for financing the modernisation of other 20 modernised locomoti-
ves of the 163 series to the 363.5 series at the acquisition cost of CZK 1,197 million.

32.10.2. Operating Bank Loans

In funding its operating needs, the Group uses overdraft and revolving loans
advanced by five banks in the maximum amount of CZK 1.83 billion. The increase
in competition among the banks allowed the Group to secure lower interest rates.
The stratification 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 a view to securing the mid-term and long-term sources of funding to increase
the stability of the Parent Company’s cash flows, the relevant bodies of CD Cargo 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 bil-
lion. In 2012, another two issues of bonds in the aggregate nominal value of CZK 500
million were placed. This form of funding reduces the risk of a lack of liquidity arising
from the option to apply termination periods on bank loans.

32.10.5. Lease

To fulfil the strategic task involving the long-term achievement of the required level
of financial stability and the strengthening of the cash flow in relation to the insuffi-
cient share of long-term sources of funding in terms of the existing and intended le-
vel of acquisition of non-current assets, the Group has the objective to arrange for
leases to become an achievable form of long-term funding in 2013.
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32.10.6. Summary

The structure of funding given 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.

Based on the planned funding structure, the Group will achieve a sufficient volume
of available sources for funding its operating and investment activities with a suffi-
cient 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 lia-
bilities recognised at amortised cost in the consolidated financial statements appro-
ximate their fair values.

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 finan-
cial derivatives) are determined in accordance with generally accepted pricing
models based on discounted cash flow analysis using prices from observable cur-
rent market transactions, dealer quotes for similar instruments and an appropri-
ateyield curve with the corresponding duration as appropriate.

m The fair values of financial derivatives are calculated using quoted prices. If the-
se prices are not available, linear derivatives are measured using discounted cash
flows by means of quoted foreign exchange currency rates, quoted prices of com-
modities and an appropriate yield curve corresponding to the validity of con-
tracts. 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 1 fairvalue 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 included within Level 1 that are observable for the asset or liability, either
directly (i.e. as prices) or indirectly (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).

All financial instruments measured at fair value recognised by the Group as of
31 December 2012, 31 December 2012 and 31 December 2010 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 on 31 December 2010 -147 345
Total gains or losses 35190
in profit or loss 18471
in other comprehensive income 16719
Sale/settlement 77172
Balance on 31 December 2011 -34983
Total gains or losses -52 884
in profit or loss -43 389
in other comprehensive income -9 495
Sale/settlement 5291
Balance on 31 December 2012 -82576

32.11.4. Derivdty - Ostatni Gplny vysledek

(CZK'000) 31 Dec 2012 31 Dec 2011
Total other comprehensive income -4 204 92136
Settlement 5291 77172
Cost deferral 0 49 947
Change in the fair value -9495 35190
Ineffective part of derivatives 0 -70173

commodities 0 17 396

currency derivatives 0 -87 569

33. Post Balance Sheet Events

On 7 March 2013, management of the Parent Company approved the sale of 86
traction vehicles to the subsidiary Koleje Czeskie Sp. Z. 0.0. The selling price of
CZK 718,560 thousand was determined on the basis of expert appraisal no. 1409-
7/2013 dated 13 February 2013 which was prepared by a court-appointed expert
specialised in economics and mechanical engineering.

On 21 March 2013, the Board of Directors of CD Cargo, a.s. approved the
intention to sell its 100% equity investment in CD Generalvertretung Wien GmbH
to CD Generalvetretung GmbHand and its 100% equity investment in Generalne
zastipenie CD Cargo, s.r.0. to Koleje Czeskie Sp. z 0.0. As of the consolidated
financial statements approval date, the prices of transferring the equity investments
referred to above have not yet been established, these will be determined based on
expert appraisals. The transactions are anticipated to be completed by 30 June 2013.

34. Approval of the Consolidated Financial Statements

The consolidated financial statements were approved by the Board of Directors and
authorised for issue on 4 April 2013.

17

Significant subsequent events

On 7 March 2013, management of the Parent Company approved the sale of 86 trac-
tion vehicles to the subsidiary Koleje Czeskie Sp. Z. 0.0. The selling price of CZK
718,560 thousand was determined on the basis of expert appraisal no. 1409-7/2013
dated 13 February 2013 which was prepared by a court-appointed expert specialised
in economics and mechanical engineering.
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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 66a) (9) of Commercial Code
513/1991 Coll., as amended.

The Board of Directors of CD Cargo, a.s. prepared this report for the reporting period
from 1 January 2012 to 31 December 2012 in compliance with Section 66a) (9) of Act
513/1991 Coll., as amended.

The accuracy of the data provided in this report is subject to audit by an independent
auditor. Thereportis attached to the annual report and the Board of Directors ensures
its inclusion in the collection of documents held by the relevant Commercial Court.

ARTICLE I.
Controlled and Controlling Entity
1) Controlled Entity:

Entity: CD Cargo, a. s.

Having its registered office in: Prague 7, HoleSovice, Jankovcova 1569/2¢, 170 00
Corporate ID: 281 96 678

Recorded at the Commercial Court in Prague, Section B, File 12844

Gustav Slamecka - Chairman of the Board of Directors — until 8 October 2012
Petr Zaluda - Chairman of the Board of Directors - since 9 October 2012
Jifi Spicka — Member of the Board of Directors - until 5 September 2012
Jan Vlasak - Member of the Board of Directors — until 24 April 2012
Sonny Sonnberger - Member of the Board of Directors - until 24 April 2012
Roman Vallovi¢ — Member of the Board of Directors — from 24 April 2012

to 2 October 2012
Petr May — Member of the Board of Directors — since 25 September 2012
Vlastimil Chobot— Member of the Board of Directors — since 9 October 2012
(hereinafter the “Controlled Entity")

2) Controlling Entity:

Entity: Ceské drahy, a.s.,

Having its registered office in: Prague 1, NabreZi L. Svobody 1222, 110 15
Corporate ID: 709 94 226

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

Petr Zaluda - Chairman of the Board of Directors

JiFi KolaF — Member of the Board of Directors — until 26 April 2012

Michal Nebesky — Member of the Board of Directors — until 31 October 2012
Vladimir Bail - First Vice-chairman of the Board of Directors — until 16 August 2012
Ctirad Necas — Member of the Board of Directors

Miroslav Sebefia — Member of the Board of Directors — since 21 September 2012
Roman BocCek— Member of the Board of Directors — since 1 October 2012
(hereinafter the “Controlling Entity”)

ARTICLE II.

Entities Controlled by the Controlling Entity - Related Parties

(The Controlled Entity, the Controlling Entity and other entities controlled by the

CD Cargo, a. s., with its registered office at Jankovcova 1569/2c, Prague 7,
HoleSovice, 170 00, Corporate ID-28196678, recorded at the Municipal Court
in Prague, File B, Insert 12844

CD - 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

CDT-Informacni Systémy, a.s., with its registered office in Prague 3, Zizkov,
Pernerova 2819/2a, 130 00, Corporate ID-24829871, recorded at the Municipal
Courtin Prague, File B, Insert 17064

CD Reality a.s., with its registered office in Dejvice, Vaclavkova 169/1, Prague 6,
160 00, Corporate ID-27195872, recorded at the Municipal Court in Prague,
File B, Insert 9656

CD travel, s.r.o., with its registered office at Na Pfikop& 988/31, Prague 1,

110 00, Corporate ID-27364976, recorded at the Municipal Court in Prague,
File C, Insert 108644

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 Court in Prague, File B, Insert 10168

DPOV, a.s., with its registered office at Husova 635/1b, Prerov, 751 52, Corporate
ID-27786331, recorded at the Regional Court in Ostrava, File B, Insert 3147
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
RAILREKLAM, spol. s r.o., with its registered office in Prague 4 — Nusle,
Stétkova 1638/18, 140 00, Corporate ID: 17047234, recorded at the Municipal
Courtin Prague, File C, Insert 2041

Smichov Station Development, a.s., with its registered office at Ke

Stvanici 656/3, Karlin, Prague 8, 186 00, Corporate ID-27244164, recorded

at the Municipal Court in Prague, File B, Insert 9949

Vyzkumny Ustav Zelezniéni, a.s., with its registered office at Novodvorska 1698,
Prague 4, Branik, 142 01, Corporate ID-27257258, recorded at the Municipal
Courtin Prague, File B, Insert 10025

Centrum HoleSovice a.s., with its registered office in Prague 1,

Revoluéni 767/25, 110 00, Corporate ID-27892646, recorded at the Municipal
Court in Prague, File B, Insert 11830

Zizkov Station Development, a.s., with its registered office in Prague 8,

Ke Stvanici 656/3, 186 00, Corporate ID-28209915, recorded at the Municipal
Courtin Prague, File B, Insert 13233

Controlling Entity are hereinafter referred to as “related entities”.)

ARTICLE III.

Reporting Period:

This reportis prepared for the reporting period from 1 January 2012 to 31 December 2012.

ARTICLE IV.

Contracts and Agreements Concluded between Related Entities:
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During the relevant reporting period, the following trade agreements were concluded between the Controlled Entity and the Controlling Entity and other entities controlled by

the Controlling Entity:

Name of the partner entity
Centrum HoleSovice, a.s.
CD-Informacni Systémy, a.s.
Ceské dréhy a.s.

CD - Telematika, a.s.

CD Reality, a.s.

CD travel, s.r.o.

Dopravni vzdélavaci institut, a.s.
DPOV, a.s.

RailReal a.s.

RAILREKLAM, spol. s r.o.

Smichov Station Development, a.s.

Vyjzkumny Ustav Zeleznicni, a.s.
Zizkov Station Development, a.s.

Total

During the reporting period individual sales generated and costs incurred with individual related entities were as follows:

Name of the partner entity
Centrum HoleSovice, a.s.
CD-Informacni Systémy, a.s.
Ceské drdhy a.s.

CD - Telematika, a.s.

CD Reality, a.s.

CD travel, s.r.o.

Dopravni vzdélavaci institut, a.s.
DPOV, as.

RailReal a.s.

RAILREKLAM, spol. s r.o.

Smichov Station Development, a.s.

Vyzkumny Ustav Zeleznicni, a.s.
Zizkov Station Development, a.s.

Total

Contract for work

0
3
2

© o o o o

o o o

i1i5)

Purchase contract

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

Number of contracts concluded during the reporting period

Lease
0
0

o o o o

o o o o o o

Sales of CD Cargo, a.s. in CZK thousand

4725

51248

Other

0
1
19

o ©o o o o

27

Total

Purchases of CD Cargo, a.s. in CZK thousand

0

140423
2130635
101733
0

25348
18614
121711
0

516

0

240

0
2539220
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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 V.
Other Legal Acts between Related Entities:

The Controlled Entity incurred no detriment in the reporting period from 1 January
2012 to 31 December 2012:

= In connection 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, consideration was provided or received,;

= In 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 2012,

m In the reporting period from 1 January 2012 to 31 December 2012, no legal acts
were realised between the Controlled Entity and the Controlling Entity or other
related parties in the interest or at the initiative of the Controlling Entity or ano-
ther related party; and

= No measures were taken or implemented by the Controlled Entity in the interest
or at the initiative of the controlling or other related party causing detriment,
benefit, advantage or disadvantage.

During the reporting period from 1 January 2012 to 31 December 2012, no legal acts
were realised by the Controlled Entity in the interest of other related entities other
than common legal acts.

ARTICLE VI.
Measures between Related Entities:

During the reporting period from 1 January 2012 to 31 December 2012, 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 contracted with volumes,
places and times similar to common practice, at arm’s length, and no advantages
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 66a (8) of the Commercial Code.

ARTICLE VII.
Confidentiality of Information:

Confidential information in the group includes information and facts that are part
of the trade secrets of the related entities and information described as confidential
by any related entity. Confidential information further comprises all trade relation
information that could, by itself 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 not
include a detailed breakdown of the above-mentioned items.

ARTICLE VIII.

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 specificlegislation. The report will befiled in the Collection of Documents
maintained by the Register of Companies held by the Municipal Court in Prague.

In Prague on 14 February 2013

Signature of the Chairman of the Board of Directors
of the Controlled Entity CD Cargo, a.s.:

2.2 .0
Petr Zaluda
Chairman of the Board of Directors
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List of Abbreviations

AEO Authorised Economic Operator
BOZP Health and Safety Protection at Work
CEVIS Central Vehicle Information System
CNP Central Freight Payment Point

CVA Central Sidings Administration

¢Dp Ceské dréahy, a.s.

¢pcC CD Cargo, a.s.

Cizp Czech Environmental Inspection
cov Waste Water Treatment Plant

Eas, Zaes, Business Series of Freight Wagons

EMAN Editing, Modelling and Analysis of the Freight Transportation Plan
EMS Environmental Management System

GR General Directorate

HV Traction Vehicles

HZS Fire Brigade

IFRS International Financial Reporting Standards

ISOR Operational Management Information System

ISR European Central System for the Monitoring of Movements of Freight Wagons and Consignments
Jos Organisational Structure Unit

KNV Wagon Central File

MU Extraordinary Events

OKV Rail Vehicle Repair Plant

0sZ Railway Workers Union

P) Operating Unit

PPS Border Crossing

PRIS Operational Information System

PROBIS Operational and Business Information System
QMs Quality Management System

SOKV Rail Vehicle Repair Service Centres

SZDC Sprava Zeleznicni dopravni cesty, statni organizace
TSV Technical Vehicle Service

uic International Union of Railways

upiv Central Forming of Trains

Zpp Railway Transportation Plant

ZKv Railway Vehicles

Zr Environment
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Identification and Contact Details

Business name: CD Cargo, a.s.

Registered office: Prague 7, HoleSovice, Jankovcova 1569/2c, 170 00
Corporate ID: 281 96 678

Tax ID: CZ 281 96 678

Register Court: Prague

File no.: Section B, File 12844

Telephone: +420 9722 42 100

Fax:+420 9722 42 101

E-mail: press@cdcargo.cz

Http: www.cdcargo.cz

Customer Infoline:
Telephone: +420 9722 42 255
Fax: +420 9722 42 103

E-mail: info@cdcargo.cz
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