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1 | 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 commodities, 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 be focused on investing in the devel-
opment of infrastructure to support the linkage of industrial areas
with railway transport by building combined transport terminals
and logistics centres.

Presentation part

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




2 | COMPANY PROFILE

CD Cargo, a.s. was formed on 1 December 2007 following the in-
vestment 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. specialised in providing freight
transport.

Name, Address and Identification of the Company

Business entity: CD Cargo, a.s.

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

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

Basic Characteristics of the Company

CD Cargo, a.s., provides railway transport of goods including com-
prehensive related services. The goal of the Company is to improve
its leading position and to be the driving force on the freight trans-
port market in the Czech Republic and the Central European region.

The principal business activity — railway transportation of goods —is

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

® 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

® Transportation of other non-classified commodities

Presentation part
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3 | BASIC ECONOMIC INDICATORS

INDICATOR 2010 2009 2008 “~) 2007 ¥) Index 10/09
Structure of assets and liabilities (CZK million)

Total assets 15652 15672 15987 14142 1,00
Fixed assets 13045 12424 12282 10392 1,05
Equity 7967 8230 8282 8999 0,97
Structure of profit/loss (CZK million)

Operating profit or loss -125 8 593 1925 -16,52
Profit or loss before tax -418 -378 474 1394 1,10
Structure of revenues (CZK million)

Total revenues 14984 15003 17 800 17772 1,00
Sales of own products and services 14121 13272 17109 17661 1,06
Financial indicators

Turnover of assets (total revenues/total assets) 0,96 0,96 1,11 1,26 1,00
Indebtedness (liabilities/total assets) 0,49 0,47 0,48 0,36 1,03
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Liquidity (current financial assets/current liabilities) 0,07 0,05 0,05 0,05 1,40
Employees

Average headcount recalculated to FTE
(number of employees)

Total revenue per employee (CZK/employee) 1565198 1445675 1562209 1505224 1,08
Added value per employee (CZK/employee) 598 224 542148 561 505 625180 1,10

9573 10378 11394 11 807 0,92

*)Figures for CD, a. s. - areas of activities: freight transport (Jan-Nov/2007) and for CD Cargo, a. s., (Dec/2007). The statement of basic economic indicators
presents a short-term banking loan (overdraft) for Dec/2007 on the liabilities side, in the statements prepared by CD Cargo, a.s., this short-term loan is pre-
sented on the assets side with a negative value. This presentation method was applied by the Company Due to the fact that no-year-end financial statements
were prepared for December 2007

The relevant period is part of the reporting period from 1 December 2007 to 31 December 2008.

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




P08 An agreement on establishing Xrail was signed in Zurich, with the Company in attendance

First woman as an engine driver (“in preparation”) in the Company, Andrea Matéjickova, in the rail vehicle repair centre in
Ceské Budéjovice

A \
\ ' 4| MAJOR EVENTS IN 2010
LY
LS . . . .
A V(Lo As part of the recertification process, the Company obtained the ISO 9001:2008 certificate for another three years
CD Cargo, a.s. renewed the customs quality certificate—AEO (Authorised Economic Operator)—obtained on 24 September
t 2009 as a third firm from previous state and national European railways

Transport of the last train with fresh nuclear fuel to the Temelin power plant
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the trade fair"

o108 Participation in the international trade fair TransRussia in Moscow. Two awards were received: “Best display” and“Loyalty to
Testing operations of the ER20 Siemens “Herkules” locomotive

\VEVPIO) Receipt of the first 380 series locomotive for testing operations with €D Cargo, a.s. trains. The locomotive is primarily
intended for high-speed train transportation; however, it had to complete certain mileage without passengers

Presentation of the Company at the Czech Raildays international trade fair in Ostrava, involving the receipt of the last
753.7 series engine from the manufacturer CZ Loko

Presentation of the renovated 742.701 series locomotive from the manufacturer CZLoko

L\l 0 Destructive floods in North Bohemia. Damaged infrastructure with an impact on freight transport

Launch of a new educational portal offering interactive education and knowledge verification

Transport of three repaired transformers between Plzen and Rak3ice for the Dukovany nuclear power plant
The Transport Ministry officially announced its intention to cancel certain unused secondary railway routes

Conference of €D Cargo, a.s. held in Spindlertiv Mlyn: meeting of management with the most important business
partners and customers

Part of the modernised fourth transit railway corridor between Strancice and BeneSov u Prahy was put into operation

Start of the transport of pipes using CD Cargo, a.s. trains from Turkey to Western Bohemia for the construction of the Gazela
gas pipeline




5| OPENING STATEMENT OF THE CHAIRMAN
OF THE BOARD OF DIRECTORS

Dear Ladies, Gentlemen, Shareholders and Colleagues,

| am pleased to have the opportunity to present CD Cargo’s annual
report for the year ended 31 December 2010. The annual report it-
self can be viewed as a certain reflection of our achievements, which
were, | hope, numerous this past year.
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Since September 2010, the Company has undergone a number of
changes, with the principal aim being to strengthen the Company
economically and to return it to profitability. The changes were not
made only in respect of management, but also in efforts to improve
and maintain good relationships with our customers, since it was
necessary to swiftly reach a turning point and move the Company in
the right direction. The Company's senior management was changed
completely, which should bring challenges and new measures, as well
asanew business policy and organisational restructuring that are an-
ticipated to move the Company back to profitability.

Unfortunately, the Company incurred a loss in the year ended 31 De-
cember 2010; nevertheless, we managed to stabilise the Company's
management to such an extent that we can expect a return to profit-
ability in 2011. This past year, we came to understand that problems
can be dealt with and that the Company has the potential to become
an economically stable and progressive firm. Thus, | appreciate the
work that has been done, yet | keep in mind that there is a long road
to success ahead of us.

In conclusion, I would like to express my gratitude to all our custom-
ers and business partners for their trust in us. | strongly believe that
CD Cargo, a.s. will continue to be a reliable partner offering quality
and comprehensive services to its existing and new customers.

’

\—/\_\
Jifi Vodicka
Chairman of the Board of Directors




6 | 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, i.e. the Company's supreme body.
The Company'’s statutory body is the Board of Directors which comprises four members; the Company’s oversight body is the Supervisory
Board which has six members. The Company's advisory and initiative 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. Pursuant to Act No. 93/2009
Coll., on Auditors, the Company established a three-member obligatory body of the Company, the Audit Committee, as of 1 October 2009.

1. Jifi Vodicka
Chairman of the Board of Directors (since 25 August 2010), age: 33

Presentation part

2. JiFi Spicka
Member of the Board of Directors (since 8 September 2010); age: 48

\

Jifi Vodicka graduated from the Czech Technical University in Prague’s
Faculty of Mechanical Engineering, finishing his studies in 2000. In
2009, he earned a PhD in the Economics of Business Management at
the same university. He started his career in RM-Systém, burza cen-
nych papir(i, where he was appointed a member of the Board of Di-
rectors and the Director for Strategy and Marketing. He held the same
position in Fio banka, a.s. before joining CD Cargo, a.s.

Since 9 September 2010, Jifi Spicka has worked as the Director of Opera-
tions. He graduated from the Palackého University in Olomouc, special-
ising in psychology, and from the railway high school in Ceska Trebova,
where he specialised in transportation. In 1982, he started to work in
Ceské drahy as a railway conductor, and was then part of middle man-
agement in the business and operations directorate at Ceska Trebova.
Between 1997-1999, he worked in JEVIMETAL, s.r.0. as the Sales Direc-
tor. From 1999-2003, he worked in Ceské drahy's Data and Information
Services department as the Head of the Finance and Trade Department.
Starting 1 June 2003, he worked in CD's Corporate Education Division as
a Deputy Director. On 1 October 2005, he began work at DVI, a.s. as the
Deputy CEO and Director of the Transportation Education Centre in Ceska
Trebova. Before joining CD Cargo, a.s., he was the Finance and Technical
Directorat DVI, a.s. from 1 June 2008 and a member of DVI, a.s!s Board of
Directors.
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3. Milan Matzenauer
Member of the Board of Directors (sincel6 June 2010), age: 60

Milan Matzenauer graduated from the Civil Engineering Faculty at
the Technical University in Brno, specialising in building and trans-
port structures. From 1973, he worked in the construction industry
in various professional and leading positions. Between 1980-1989,
he was a Director of IKS for construction in the North Bohemia re-
gion — Usti n.L. From 1989-1990, he worked at DS Olomouc as the
Head of the Administration of Applied Electronics and as the Man-
agement Deputy Director for Organisation, Management and Hu-
man Resources. In 1990, he was appointed Director of the state
company DS Prostéjov and from 1991 to 1998, he was Director of
PRODOS s.r.o. Between 1998 and 2002, he worked at DSH, a.s. as
the Director for Strategic Planning and Development, Specialist for
Business Activities and Sales Director. Between 2002 and 2008, he
was the Sales Director at Skanska DS, a.s. Since 14 November 2008,
he has been a member of the Board of Directors of CD, a.s., and since
1 December 2008 he has been Deputy Director of CD, a.s. for Asset
Administration.

4. Petr Bazger
Member of the Board of Directors
(from 25 June 2010 to 31 December 2010), age: 59

From 1 July 2010 to 8 September 2010, Petr Bazger was also the
Director of Operations. Before joining CD Cargo, a.s., he worked in
a number of professional and management positions. He has been
a Head and Control Operator of Railway Work Management, Head
of the Railway Work Management Group and Head of the Freight
Transportation Sales Department. His last position was the Execu-
tive Secretary of the Association of Railway Workers.

Changes in the Composition of the Board of Directors

On 16 June 2010 and with effect from the same date, Ceské drahy,
a.s., as the sole shareholder of the Company, acting in the capacity
of the general meeting, recalled Josef Bazala as Chairman and mem-
ber of the Board of Directors, and Vaclav Andrysek, Rodan Senekl
and Bogdan Heczko as members of the Board of Directors. Petr
Zaluda, Michal Nebesky and Milan Matzenauer were appointed as
new members of the Board of Directors.

At the extraordinary meeting of the Board of Directors held on 16
June 2010, Petr Zaluda was appointed Chairman of the Board of Di-
rectors. In addition, the positions of the CEO and Executive Director
were cancelled the extraordinary meeting of the Board of Directors
held on 16 June 2010.

On 25 June 2010, Ceské drahy, a.s., as the sole shareholder of the
Company, acting in the capacity of the general meeting, appointed
Petr Bazger as a member of the Board of Directors.

On 24 August 2010, Ceské drahy, a.s., as the sole shareholder of the
Company, acting in the capacity of the general meeting, recalled
Petr Zaluda from the position of a member of the Board of Direc-
tors as of 25 August 2010 at his own request. As of 25 August 2010,
Ceské drahy, a.s. appointed Jifi Vodicka to the position of a member
of the Board of Directors.

At the 72nd meeting of the Board of Directors held on 25 August
2010, JifiVodicka was appointed Chairman of the Board of Directors.

On 7 September 2010, Ceské drahy, a.s., as the sole shareholder of
the Company, acting in the capacity of the general meeting, recalled
Michal Nebesky from the position of a member of the Board of Di-
rectors as of 8 September 2010 at his own request. On 8 Septem-
ber 2010, Ceské drahy, a.s. appointed )ifi Spicka to the position of
a member of the Board of Directors.

At the 84th meeting of the Board of Directors held on 14 December
2010, Petr Bazger resigned as a member of the Board of Directors
with effect from 31 December 2010.
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Supervisory Board

1. Petr Zaluda
Chairman of the Supervisory Board (member since 25 August 2010,
Chairman since 5 October 2010), age: 44

Petr Zaluda graduated from the Brno University of Technology; he
completed study programmes at Utrecht University and Sheffield
Business School. He worked in Stork Demtec as a Country Manager.
From 1993 to 1996, he acted as a Branch Office Manager in 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 Re-
public and Slovakia. From 1 December 2007 to 30 November 2009,
he was member of the Board of Directors of CD Cargo, a.s. Since
1 February 2008, he has held the position of the Chairman of the
Board of Directors and the Chief Executive Officer of CD, a.s.

2. Michal Nebesky
Member of the Supervisory Board
(from 1 December 2008 to 16 June 2010, since 8 September 2010), age: 43

Michal Nebesky graduated from the Faculty of International Rela-
tions and Finance of the University of Economics, Prague. In 1991,
he joined Citibank where he was appointed Risk Manager for the
Czech Republic and Risk Manager for Central Europe in 2003 and
2005, respectively. Since 1 September 2008, he has held the posi-
tion of Deputy Chief Executive Officer for economy in CD, a.s.; and
since 12 September 2008, Michal Nebesky has been a member of the
Board of Directors of CD, a.s. He has been the Chairman of the Super-
visory Board of Vyzkumny (stav Zelezni¢ni, a.s. and the Chairman of
the Supervisory Board of DPOV, a.s. since 2008 and the Chairman of
the Supervisory Board of CD - Telematika, a.s. since 2009.

3. Miroslav Zamecnik
Member of the Supervisory Board (since 22 June 2010), age: 48

Miroslav Zamecnik graduated from the University of Economics in
Prague and completed the international affairs studies at the George-
town University in Washington. He completed several insolvency and
financial analysis programmes at the World Bank. Between 1984 and
1990, he worked as an economics journalist in the Czech Press Agen-
cy. From 1990 to 1993, he worked as an advisor and spokesman of the
Federal Minister of Finance, Vaclav Klaus, advisor to the president Va-
clav Havel and manager in the Centre for the Economic Analysis of the
President’s Office, and an advisor to the Minister of Trade and Industry,
Vladimir Dlouhy. Between 1994 and 1998, he was a representative of
the Czech Republic in the World Bank where he, among others, sup-
ported the financing of a number of projects from the funds of Interna-
tional Finance Corporation. From 1998 to 1999, he provided advisory to
the Ministry of Finance with respect to the restructuring of banks and
companies. Since 2001, he has worked as an independent consultant
in investment banking, sales and restructuring of industrial compa-
nies. He participated in the preparation of the Bankruptcy Act and he
worked on the healthcare system reform together with the Association
of Health Insurers. In addition, he was appointed to statutory bodies of
leading industrial companies which were included in the revitalisation
programme. Between January 2009 and 14 September 2009, he was
a member of the National Economic Council of the Czech Government.

4. Milan Spaéek
Member of the Supervisory Board (from 1 December 2007
to 30 November 2008 and since 1 December 2008), age: 58

Milan Spacek graduated from the Faculty of Medicine of the UJEP Uni-
versity (at present Masaryk University) specialising in paediatrics. In
1980, he joined the Znojmo hospital as a paediatrician. From 1992 to
1997, he acted as the Director of the Children Centre in Znojmo. He
was a member of the Administration Board of the General Health In-
surance Company in Znojmo from 1992 to 1996. Since 1994, he has
been a member of the Town Council of Znojmo. In 1996, he was elect-
ed a senator from Znojmo electoral district no. 54, he was the Chair-
man of the Senate Standing Committee for Expatriates and the Vice
Chairman of the Defence and Security Committee. Between 2003 and
2004, he held the position of the First Deputy Health Minister and
was a member of the Administration Board of the Trauma Hospital in
Brno. In 2004, he was re-elected a senator for the Znojemsko region
in a by-election and held the positions of Vice Chairman of the Health-
care and Social Affairs Committee and Vice Chairman of the Senate
Standing Committee for Media. From 2000 to 2003, he worked as
a member of the Regional Council of the South Moravian Region. At
present, Milan Spacek is the Director of the Children Centre in Zno-
jmo; he is a member of the Town Council of Znojmo.
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5. 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: 46

Radek Nekola graduated from the Secondary Technical Vocational
School of Prague and the Secondary School of Transport in Prague,
specialising in operations management. In 1981, he joined the
former Ceskoslovenské statni drahy as a motor vehicles machinist in
the Railway Vehicles Depot in Usti nad Labem. On 1 December 2007,
he joined CD Cargo, a.s.; he is empowered, in the long-term, to act
as a Chairman of the €D Cargo Committee of the Railway Workers
Union (OSZ). Radek Nekola is also the Deputy Chairman of the Rail-
way Workers Union (OSZ).

6. Jindfich Nohal
Member of the Supervisory Board (since 1 December 2008,
elected by the Company's employees), age: 57

Jindfich Nohal graduated from the Secondary Railway School in
Ceska Trebova specialising in transportation. In 1972, he joined the
former Ceskoslovenské statni drahy (Czechoslovak State Railways),
as a train dispatcher in the Nymburk-mésto and Tfinec railway sta-
tions. From 1980 to 2001, he worked as a train dispatcher and op-
erations dispatcher; in 2001, he became a dispatch manager. Since
1 December 2007, he has acted as a central dispatcher — shift man-
ager in the Operational Management Department of CD Cargo, a.s.
Jindfich Nohal is the Chairman of the basic organisation of the Rail-
way Workers Union (OSZ).

Changes in the Composition of the Supervisory Board

On 16 June 2010 and with effect from the same date, Ceské drahy,
a.s., as the sole shareholder of the Company, acting in the capacity
of the general meeting, recalled Michal Nebesky as a member of the
Supervisory Board.

On 22 June 2010, Ceské drahy, a.s., as the sole shareholder of the
Company, acting in the capacity of the general meeting, appointed
Miroslav Zamecnik as a member of the Supervisory Board.

On 24 August 2010, Ceské drahy, a.s., as the sole shareholder of the
Company, acting in the capacity of the general meeting, recalled
Oldfich Vojif as a member of the Supervisory Board as of 25 August
2010 at his own request. As of 25 August 2010, Ceské drahy, a.s. ap-
pointed Petr Zaluda as a member of the Supervisory Board.

On 7 September 2010, Ceské drahy, a.s., as the sole shareholder of
the Company, acting in the capacity of the general meeting, recalled
Libor Joukl as a member of the Supervisory Board as of 8 September
2010 at his own request. On 8 September 2010, Ceské drahy, a.s.
appointed Michal Nebesky as a member of the Supervisory Board.

At the 21st meeting of the Supervisory Board held on 5 October 2010,
Petr Zaluda was appointed Chairman of the Supervisory Board.
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Administration Board

1. Martin Sykora
Chairman of the Administration Board (member since
15 September 2010, Chairman since 29 September 2010), age: 29

Martin Sykora graduated from both the BA and MA programmes at
the Police Academy in Prague. He became a member of the Interna-
tional Security Management Association and from 2003, he worked
at ABL, a.s., first as a Security Manager and then as a Divisional Di-
rector, Deputy Director of Operations and Sales Director. He started
his career at the Czech Ministry of Transportation in 2010 as a First
Deputy Minister. During his work at the Czech Ministry of Transpor-
tation, he was appointed a member of the Supervisory Board of the
Centre for Transportation Research. He was a member of the Super-
visory Board of Rizeni letového provozu and Povodi Labe. In addi-
tion, he is a member of the Academic Assembly of the Czech Acad-
emy of Sciences.

2. Jifi Franc
Member of the Administration Board (since 15 September 2010), age: 53

Jifi Franc graduated from the Faculty of Mechanical Engineering at
the Czech Technical University in Prague, specialising in the Man-
agement of Engineering Companies, and he completed the Gustav
Kaser Training and Mercuri International professional management
courses. He was the Regional Director of IPB, a.s. and CSOB, a.s. be-
tween 2001 and 2002, and he was the Vice President for Contracts
Conclusion in Aero Vodochody, a.s. From 2003 to 2005, he was the
Head of the Prague Castle Administration. In 2005 and 2006, he
worked in the Czech National Bank as the Deputy Director in the
Section of Cash and Payment Transactions. Until 2010, he was the
Executive Manager and a member of the Board of Directors of the
advisory company BASCEKO, a.s. focusing on, among other things,
the implementation and funding of restructuring projects in coop-
eration with private investors and banks. In the second half of 2010,
he was the Senior Director of the Finance Section at the Czech Min-
istry of Transport and he was appointed Deputy Minister of the Inte-
rior for Economics and Operations on 28 October 2010.

3. Jakub Kopfiva
Member of the Administration Board (since 15 September 2010), age: 30

Jakub Kopfiva graduated from the Faculty of Law at the Palackého
University in Olomouc with an MA in law and legal sciences. He
started his career in 2005 at the Czech Ministry of Transport as an
official in the Legislative Department. In 2006, he was appointed Di-
rector of the newly formed Legal Department. Since August 2010,
he has worked at the Czech Ministry of Transport in the position of
the Director of the Legislation and Legal Section. In addition to ad-
ministrative law, he specialises in civil law, specifically legal relation-
ships relating to real estate and transformation of housing associa-
tions into associations of apartment owners.

Changes in the Composition of the Administration Board

At the 15th meeting of the Administration Board held on 15 Febru-
ary 2010, Petr Zaluda was appointed Chairman of the Administra-
tion Board.

On 21 May 2010, the term of office of a member of the Administra-
tion Board, Petr Vlasak, expired.

On 16 June 2010 and with effect from the same date, Ceské drahy,
a.s., as the sole shareholder of CD Cargo, a.s., acting in the capac-
ity of the general meeting, recalled Petr Zaluda as a member of the
Administration Board.

On 14 September 2010, Ceské drahy, a.s., as the sole shareholder
of €D Cargo, a.s., acting in the capacity of the general meeting, re-
called Roman Bocek as a member of the Administration Board as of
15 September 2010 at his own request. As of 15 September 2010,
Ceské drahy, a.s. appointed Martina Sykora, Jifi Franc, and Jakub
KopFiva members of the Administration Board pursuant to the pro-
posal of the Czech Republic — Ministry of Transportation.

At the 18th meeting of the Administration Board held on 29 Septem-
ber 2010, Martin Sykora was appointed Chairman of the Adminis-
tration 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: 49

Oldfich Vojif graduated from the Faculty of Education of the Jan Evan-
gelista Purkyn& University in Usti nad Labem and completed doctoral
studies at the Transport Faculty of the University of Pardubice. He was
a teacher at the Secondary School of Economics in Most. Between 1992
and 1996, he worked as a Director of the Secondary Vocational School
in Mezibofi. In 1994, he was elected to the Town Council of Most. He
worked as a member of the Town Council until 2002. He was a mem-
ber of the Supervisory Board of the Czech National Property Fund from
1999 to 2006, a member of the Supervisory Board of CEZ, a.s. from 2000
to 2003, the Chairman of the Board of Directors of Dopravni podnik
mést Most a Litvinov, a.s. and the Chairman of the Board of Directors of
KRUSNOHORSKA INVESTORSKA, a.s. from 2003 to 2007. He has been
the Chairman of the Board of Directors of PRVNI MOSTECKA, a.s. since
2001 and a member of the Administrative Board of Institut pro rozvoj
energetiky, o.p.s. from 2005 to 2007. Between 1996 and 2010 he was
member of the Chamber of Deputies of the Parliament of the Czech Re-
public, the member of the Economic Committee. From 2002 to 2006, he
was the Deputy Chairman of the Committee, between 2006 and 2010,
he was the Chairman of the Committee. He is the Chairman of the Com-
mission for the Heat Industry Sector at the Czech Ministry of Trade and
Industry.

2. Libor Joukl
Member of the Audit Committee (since 15 December 2009), age: 44

Libor Joukl graduated from the Faculty of Mechanical Engineering
of the Brno University of Technology. In 1989, he joined ZDAS in Zdar
nad Sazavou, dealing with plant equipment construction and design.
From 1991 to 1992, he worked as an independent agent for the PEN-
TA Zdar nad Sazavou advertising agency. Since 1992, he has been self
employed. Between 1994 and 2000, he acted as Production Manager
of JMZ-CATONEX s.r.o. In 2000, he became a Statutory Executive and
Director of APOLY s.r.o. Pribyslav. Since 2002, he has been a member
of the Town Council of Pfibyslav. He was a member of the Supervisory
Board of MERO, a.s., Kralupy nad VItavou from 2003 to 2006 and its
Vice Chairman from 2004 to 2006. Since 2004, he has been a member
of the Regional Council of Vysocina; in November 2008, he became the
Deputy Governor of the Vysocina Region for transportation and prop-
erty. He is a member of the Vysocina Regional Council Board.

3. Miroslav Zamecnik
Member of the Audit Committee (since 15 December 2009), age: 48

Miroslav Zamecnik graduated from the University of Economics in
Prague and completed the international affairs studies at the George-
town University in Washington. He completed several insolvency and
financial analysis programmes at the World Bank. Between 1984 and
1990, he worked as an economics journalist in the Czech Press Agen-
cy. From 1990 to 1993, he worked as an advisor and spokesman of the
federal Minister of Finance, Vaclav Klaus, advisor to the president Va-
clav Havel and manager in the Centre for the Economic Analysis of the
President’s Office, and an advisor to the Minister of Trade and Industry,
Vladimir Dlouhy. Between 1994 and 1998, he was a representative of
the Czech Republic in the World Bank where he, among others, sup-
ported the financing of a number of projects from the funds of Interna-
tional Finance Corporation. From 1998 to 1999, he provided advisory to
the Ministry of Finance with respect to the restructuring of banks and
companies. Since 2001, he has worked as an independent consultant
in investment banking, sales and restructuring of industrial compa-
nies. He participated in the preparation of the Bankruptcy Act and he
worked on the healthcare system reform together with the Association
of Health Insurers. In addition, he was appointed to statutory bodies of
leading industrial companies which were included in the revitalisation
programme. He is a member of the National Economic Council of the
Czech Government.
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7 | ORGANISATIONAL STRUCTURE
OF CD CARGO, A. S. AT 31 DECEMBER 2010

Supervisory Board Board of Directors

General Meeting

Audit Committee

Administration Board

Chairman of the Board of

[
/

/

Sales Promotion Division (O7) Operational Management “
Division (O11) ‘
“ Ceska Trebova
Railway Vehicles Maintenance

and Repair Division (012) ] :
Railway Vehicles
Repair Centre (SOKV)

Intermodal Transport and
Logistics Division (O8)

International Activities
Division (09)

\
\
| Ceské Budé&jovice :
Transport Technology and \

Organisation Division (013)

Capacity Planning
Division (014) ‘

|

\‘ Nymburk ‘

 cesenucsioic ] osma |
“ Usti nad Labem \

Usti nad Labem j

Sales Division (06) Ht:)rir:lz?:i:nezgligc)es Operating Units (P))

Finance Director

Finance Management
Division (O1)
Accounting Division (02)
OPT Division (04)

Directors of CD Cargo, a.s. /

Investments and Equity
Investments Division (O3)
Internal Services Division
(05)
Compliance and Internal Audit
Division (017)
Legal Division (O25)
IT Dept. (026)

Subsidiaries
CD Generalvertretung GmbH
CD - Generalvertretung Wien
GmbH
Koleje Czeskie Spotka
z Ograniczong Odpowiedzialnoscig

CD Logistics, a.s.
CD-DUSS Terminal, a.s. ’
’
Generalne zastupenie
CD Cargo, s.r.o.
Joint Ventures, Equity
Investments
RAILLEX, a.s.

BOHEMIAKOMBI, spol. sr.o.
Ostravska dopravni
spolec¢nost, a.s.
Xrail S.A.
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8 | 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.

Freight Transport Operations

Freight Transportation

In 2010, CD Cargo, a.s. trains transported 76.7 million tonnes of
goods, which is approximately 12.1% more than in 2009. This in-
crease was predominantly due to combined transport (28% increase
in tonnes), iron and engineering products (24.5%), and wood and
paper products (13.4%). The increase in the volumes of transported
automotive products at approximately 5.5% was also encouraging.
In a year-on-year comparison, the worst results were in the group
of food and agricultural products (-32%). The domestic transport of
goods decreased year-on-year by 3.4%. On the other hand, transit
transport increased by 1.2%. This increase was largely the result of
the activities of CD Cargo, a.s’s subsidiaries abroad.

On the EU transportation market, the Company remained in the
fifth position. The Company's share in the local railway transporta-
tion market amounted to 88%, which is a significant success when
considering the growing competition, specifically in the sector of
block trains.

The growth of transported tonnes of cargo accompanied by a slight
increase in sales of transported goods was due to a revival in certain
industry sectors, specifically metallurgy, as well as a pro-active busi-
ness policy and internal savings measures. Sales of transported goods
amounted to CZK 12.05 billion, which is an increase of 4% compared
to 2009. The Company's total sales and income in the year ended 31
December 2010 amounted to CZK 15 billion. The effectiveness of the
adopted savings measures is confirmed by the fact that transporta-
tion output in gross-tonne-kilometre hauled increased year-on-year
by 4.4% and the average transported weight of freight trains in-
creased from 949 tonnes to 995 tonnes, i.e. an increase of 4.9%.

The transportation of solid fuels accounted for 30% of the Compa-
ny's total transports. The situation regarding this commodity, how-
ever, was not an easy one in 2010. The transport of black coal and
coke increased by approximately 11%, which is predominantly a re-
sult of metallurgical companies’ greater interest in these commodi-
ties. Newly, the Company supplied fuels from the CIS and completed
transit transports from Poland, where the border track to Plavce was
closed to traffic as a result of floods. Transports of brown coal, how-
ever, slightly decreased year-on-year. Supplies from energy companies
decreased, which was a result of unfavourable weather conditions at
the end of 2010 when the Company did not manage to fill all the or-
ders owing to technical difficulties in mining, impassability of the in-
frastructure, and the freezing of bulk cargo in wagons. As competitors
are aiming more and more to supply coal block trains to increase their
share in the railway transportation market, there is a need to adjust
prices and subsequently impact the amount of transport sales.

Transports of iron and engineering products were impacted positively
by the overall growth in the sector. Theimport of iron ore to metallurgi-
cal plants in the Czech Republic could have been even more significant,
but the total numberwas negatively impacted by the suspension of op-
erations in the EVRAZ steelworks, along with the interruption of pur-
chases of pig iron from AMO. The Company benefited from a range of
newly obtained orders, specifically from the import of steel scrolls from
France and Germany to Hyundai car manufacturers and transports of
rails from Trinecké Zelezarny to Azerbaijan through the Danube portin
Bratislava. Representatives of the Company competed fora contract to
supply pipes from Turkey for the construction of the Gazela gas pipe-
line in Western Bohemia. In supplies of individual shipments as well as
other commodities, the Company lost some orders as a result of high
prices of neighbouring railways, particularly in Poland.

The segment of liquid fuels and chemical products has also seen
tough competition. Nevertheless, the Company has maintained
the volume at the stable level of approximately 5.5 million tonnes
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per year. This is predominantly thanks to the fact that the Company,
unlike other railway transporters, manages to satisfy customer re-
quirements for transportin both block trains and in individual freight
wagons. This is an indisputable competitive advantage of the Com-
pany’s offer. In the previous year, the Company started to cooper-
ate closely with Agrofert Holding, and this cooperation will develop
further. In cooperation with the Ministry of Transport, the Company
participates in the logistics of transporting yellow phosphorus from
Kazakhstan to the Czech Republic.

Although construction production continues to decline, the Com-
pany has managed to maintain the transport of construction mate-
rial at the 2009 level. Such transport largely includes the transport
of desulphurising commodities to power plants and dolomite lime-
stone as a necessary raw material for metallurgical production. The
Company was fairly successful in competing with other carries and
obtained a new order for supplying cinder from Ostrava to a cement
factory in Horné Srnie. The Company was successful in winning
over road transportation in the transport of a rather large volume
(20 thousand tonnes) of calcium sulphate dehydrate from Pocerady
to Austria. The Company used containers from Innofreigt for these
transports. The Company was impacted negatively, however, by
aresolution to limit infrastructure construction.

Transports of wood and paper products increased year-on-year by
more than 13%, which was thanks to the Company’s use of mod-
ernised wagons. Given the rising demand for wood in the Czech Re-
public, the Company offered its import services to customers and
thus obtained new orders for transporting more than 150 thousand
tonnes of wood from Poland to Czech wood processing companies.
Beating out other competitors, the Company obtained an order for
imports from Germany to Hnévice. With respect to the growing de-
mand for the transport of wood, the Company tested the loading of
wood on special stake pallets located on container wagons. Similar
systems were used in Austria and Germany.

The combined transport of the Company saw a significant increase
in 2010. In cooperation with other operators of combined transpor-
tation, the Company increased the number of trains from/to North
Sea ports. In order to increase the attractiveness of the transporta-
tion from Lovosice to Duisburg, the Company has been increasing
the number of trains on this track since autumn 2010. These trains

are increasingly used to transport swap bodies and semi-trailers,
much like the trains on the Lovosice-Hamburg Bilwerder track. In
October 2010, a block train transporting solar panels from China ar-
rived at the container terminal in Praha-Zizkov. It can be anticipated
that this transport will become regular in the foreseeable future and
the common CIM/SMGC consignment note will be used for expedi-
tion and clearance. This consignment note currently removes bar-
riers in clearing container trains transporting disassembled cars
from Mlada Boleslav to Kaluga, Russia, and in other transports. The
Company is gradually developing other trans-Siberia transports as
well. In the past year, the Company transported BMW car parts in
containers from Altenschwandau, Bavaria, to China.

We gained a very interesting and prospective commodity — auto-
motive. Despite the crisis in 2009, the automotive industry remains
one of the most significant sectors in the Czech Republic. Part of
the orders are transported by the Company in containers, like the
above-mentioned transport to Kaluga, but the largest part of man-
ufactured cars are transported on special, usually double-deck car-
riages. In these transports, the Company cooperates with all signifi-
cant owners of the carriages. Our stable customers include all three
Czech car manufacturers. The Company managed to increase the
number of trains with manufactured cars from the newest car man-
ufacturer in NoSovice, North Moravia. Thanks to its location in the
middle of Europe, the Czech Republicis a significant transit country,
which naturally impacts the transport of cars. In a competitive bat-
tle, the Company lost transports between Italy and Poland, but this
loss was compensated by an increase in the number of transit trains
between Slovakia and Germany. The automotive sector is a sector
with great potential in the future, particularly in supplies of compo-
nents for production.

The commodity reporting the worst results in 2010 is the transport
of food and agricultural products, where the results reported 400
thousand tonnes of goods less than in 2009. This results from the
situation on the market with grains and the loss of the transport of
intervention grain as the Company lost this order to competitors.
In autumn 2010, the Company tested the transport of potatoes
from Débolin to a customer in Horazdovice. The testing was part
of the project for transporting potatoes from South Bohemia and
Vysocina, which should be fully initiated in 2011. By taking this step,
the Company is striving to increase transports of this commodity.

In 2010, the Company’s customers saw that the Company is able to
transport extraordinary and oversized shipments, the most interesting
cases of which included the transport of three transformers from Plzen
to RakSice. The transformers weighed 190 tonnes and were intended for
the Dukovany nuclear power plant. At the end of summer, the Company
transported the heaviest cargo in its recent history — a generator intend-
ed for the thermal power plant in Ledvice. The generator weighing 358
tonnes was transported on a special wagon with 32 axles. Additionally,
we successfully transported trolleybuses to Bulgaria and bridge struc-
tures for railway infrastructure and gas turbines to Kazakhstan.

The Company also carried out army transports involving transfers of
military hardware for manoeuvres for both the Czech army and foreign
NATO armies. In 2010, these specifically included orders for Belgian and
British armies. The military hardware of the British army was transport-
ed by rail from the base in Sennelager, Germany, and unloaded in three
training locations in Brdy, Libava and the military airport at Namést
nad Oslavou. A very interesting event was the transport of chemical
specialists from Liberec to Tallin, Estonia, and back, in mid-April 2010.
The chemical protection unit of the Czech army from Liberec provided
for the security of the summit of NATO foreign affairs ministers.

In the logistics sector, several successful business transactions should
be mentioned. For example, in the second half of 2010, the Company
started transports from Vamberk to DB Schenker's newly built logis-
tics warehouse in Pardubice Semtin. These transports prove railway
transport is able to offer competitive and reliable services for short dis-
tances. The Company extended its cooperation with Kuehne + Nagel
and transported palletised goods from Spain and Germany to Turkey.
These goods were transferred in Lovosice from trucks to railway wag-
ons. Services included customs proceedings, delivery according to the
customers' scheduled plan, and related commercial clearance. Thanks
to this cooperation, the Company managed to transfer goods from ap-
proximately 80 trucks to the railway. Together with Nordisk Transport
Rail Prague, the Company transported calcium carbide in containers
from Sweden to a Czech recipient, including the reloading in Praha —
Liben and subsequent distribution and hauling of the goods.

Through its subsidiary in Bratislava, the Company transported pre-
fabricated components from the Czech Republic for the construction
of bridges at the highway close to Nitra using the Just-in-Time regime.
This successfully completed project represented further transporta-

tion in combination of road-railway through the subsidiary in Frank-
furtam Main.

With respect to customer relationships, the Company focused on,
among other things, further promoting electronic clearance of ship-
ments in 2010. The successful electronic cargo list project (domestic
transport) continued with the electronic filing of shipments in inter-
national transportation. Both these forms of clearance are condi-
tioned by the conclusion of a contract with the Company. At present,
electronically filed shipments account for 11.5%.

Rolling Stock and Rolling Stock Management

In 2010, the Company tried to adjust the rolling stock to the needs of the
transportation market with the aim of increasing the operability of wag-
onsininternational transport. The Company focused on both modernis-
ing selected wagon series and supplies of newly manufactured wagons.
The order to modernise Falls wagons intended for the transport of pow-
dery bulk cargo was completed, Zaes cistern wagons were modernised,
and the supply of a minor series of Zacns modern wagons intended for
transporting light petrochemical products was completed.

With respect to rolling stock management, the Company paid atten-
tion to and will continue to significantly focus on planning and using
wagon capacities in 2010 and in subsequent years. The objective of
these efforts is to minimise the amount of funds invested in maintain-
ing the stock. The Company regularly assesses the use of wagon ca-
pacity as part of its reporting, and identifies key problems according
to individual business groups of wagons. The redundant wagon ca-
pacity will be used in other business activities for rental needs so that
the management of available rolling stock is optimised and additional
sources are provided to ensure operability.

The Company'’s rolling stock comprised 974 traction vehicles and 27
thousand wagons. Although the financial restrictions in the expense
plan continue to be in place, it can be stated that the tasks of the op-
erations and maintenance of railway vehicles were met.

Wagons

During 2010, transportation saw a revival. In addition to stand-
ard operated wagons, orders for other series of wagons increased,
which resulted in the need to expand the capacity of the rolling
stock to include a group of leased wagons. The drawing of funds
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from the financial plan for repairs of wagons was balanced; how-
ever, the number of completed inspection repairs was lower than
anticipated. Planned repairs were completed by both external
suppliers and by the Company's own capacities — in-house Rail-
way Vehicles Servicing Centres. With respect to damage to wag-
ons, specifically the category of damage incurred during loading/
unloading, the Company recorded a higher clear-up rate in 2010,
which was positively reflected in the payment of expenses incurred
in the repair of wagons.

The Company purchased new wagon series — 50 Zacns cistern wag-
ons fortransporting dangerous liquids — which were supplied during
the year. In modernising and renovating its wagons, the project of
modernising the Falls 54 series wagons was completed. In addition,
insulation properties of boilers were improved in the 50 Zaes series
wagons, which related to replacing the fittings. In addition, carriag-
es that are intended for train staff in handling trains and accompa-
nying carriages used in transports were modernised.

In 2010, a new type of brake lining made from a special compound
without the use of metal components, primarily alloy, i.e. LL non-
ferrous blocks, was tested in the Eas series wagons group. The ob-
jective of the project is to test the new materials, which are more
environmentally friendly and reduce noise in areas surrounding the
railway.

Traction Vehicles

The development of the need for traction vehicles was similar to
that of wagons. The increase in operated locomotives was recorded
in both electrical and diesel traction. This was reflected in greater
requirements for activities of repair shops, primarily at the year-end,
when repair shops had to deal with the rise in unplanned repairs in
addition to periodical maintenance, primarily owing to worsened
weather conditions. Maintenance and repairs of locomotives was
primarily provided by the in-house Railway Vehicles Servicing Cen-
tres. Additional maintenance capacities were provided by Depo
kolejovych vozidel Ceskych drah, a.s., and DPOV, a.s., Pferov.

With respect to investments, the Company made partial technical
improvements on locomotives and undertook major modernisa-
tions. Examples include the remodelling of the 210 series locomo-
tive to the 218 series locomotive in the Rail Vehicle Repair Centre in

Ceské Budg&jovice. At the end of the first half of 2010, 30 modernised
753.7 series locomotives and one 742.7 series prototype were sup-
plied. The remodelling of 163 series locomotives to 363.5 series lo-
comotives continued in 2010 and driving tests of two locomotives
were started at the end of the year at the Velim railway test circuit.
Other significant projects relating to electrical locomotives included
the “polonisation” (ie exchange of the trolley, automatic train con-
trol, RDST and speed indicator for operations in Poland) of three
130 series locomotives, which are expected to be used to transport
trains between the Czech Republic and Poland after the approval
process is finalised.

In order to save funds for operating diesel locomotives, the use of
FAME-type fuel instead of motor fuel was tested in a group of loco-
motives during 2010. This test will be assessed after the completion
of the projectin 2011.

Operational Management

Operational management falls under the competence of Section 11.
Like throughout the Company, this section underwent several changes
in 2010, both in respect of the organisational structure and staffing.

Operational Management Department

The dispatch centre of the Operational Management Department
independently organises operations of the Company’s freight trains,
and in exceptional cases, it decides on the priorities in freight trans-
port based on the Company'’s business interests. It thus fulfils the role
of the transportation company's dispatch centre and closely cooper-
ates with the controlling body of €D, a. s., which fulfils the tasks of the
railway operator.

The dispatch centre is organised area-wide within the Railway Infra-
structure Administration (SZDC) network. Newly, since 1 July 2010,
it has been adjusted to territorial planning and in line with the need
for system specialists in day shifts to carry out product planning with
regard to train operations. The commodity system specialist of Sec-
tion 11 plans the transportation of direct block trains in cooperation
and in line with customer requirements. The transportation is organ-
ised and managed for territorial units by planning dispatchers, who
are also newly charged with securing traction vehicles and locomo-
tive crews. Compliance with the quality of product train operations is
ensured by principal survey dispatchers.

All the Company’s trains are scheduled by the relevant principal dis-
patcher of the dispatch centre through supervision operations in
freight transport, head of the shift by allocated districts on the level
of executive units. In 2010, the average number of trains was 1,220
trains per day.

The dispatch centre is located in Ceska Trebova with divisions also
in Ceska Trebova and Usti nad Labem. The Bohumin districts were
transferred to Ceska Tfebova on 1 July 2010 as part of the first phase
of centralising the dispatch centre. The shift leader for the entire CD
network is the central dispatcher, who manages the activities of DAC,
coordinates the creation of a shift plan and, based on available infor-
mation, issues operating measures for realising the plan. He is respon-
sible for maintaining contact with the operator and other transpor-
tation companies, including foreign ones. He organises, coordinates
and takes measures in extraordinary situations.

In order to ensure the smooth handover of trains on border crossings
with Germany (Dé&Cin — for all crossings), common controlling work-
places shared with CDC and DB (Dispostelle) are used as a part of the
DAC structure. Their mission is to coordinate the mutual handover of
trains in border transit stations between the Czech Republic and Ger-

many.

For operational management itself, an operational management
information system (ISOR) is used. As a result of the increasing
number of customers who take advantage of complete trains with-
out an assigned regular track planned in advance, the number of
requirements for assigning the transportation capacity and train
tracks under short deadlines (ad hoc) is increasing.

The activities of the Operational Management Department include
organising the transport of extraordinary shipments, armies, and
nuclear fuel, including cooperation with relevant bodies in comply-
ing with all regulations.

Freight Vehicle Operations Management Department

The dispatch management of freight vehicle operations is organised
in a network-wide manner according to basic series of wagons. The
central control dispatch centre is located in Ceska Trebova and in two
remote vehicle controller workplaces in Usti nad Labem and Ostrava.
To manage operations, the Company uses the central controlling of

UDIV vehicles system, which optimises the operations with available
vehicles in order to optimise order fulfilment.

In 2010, an average of 21,387 freight vehicles per day were managed
through the UDIV system.

Operational Safety

In 2010, 392 extraordinary events (EE) pursuant to Section 49 of the
Act on Railways 266/1994 Coll. took place with the Company par-
ticipating as the operator of railway transport or the operator of the
railway, of which 163 EEs were in the Company'’s responsibility. The
aggregate detriment arising from the EE above amounted to CZK
79,231,428, of which the Company suffered detriment worth CZK
41,795,615. During the EE, a total of 34 people were killed (during
their presence in restricted areas of the railway track and in collisions
at crossings). A total of 25 traction vehicles and 86 rail wagons owned
by the Company derailed.

The results of the investigations of the 2010 EEs are as follows:

® There was a slight year-on-year increase in the number of moni-
tored quantities in respect of all indicators referred to above. On
average, the increase amounts to 14%;

® Positivefindingsinclude the fact that the number of people killed
in railway operations decreased by 18%;

® None of the railway crossings collisions or collisions with a per-
son were the Company’s fault; and

® None of the EEs was caused by a system failure of our organisation.

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 are investigated for the Company by De-
partment 18 of the General Directorate of CD, a. s.

During 2010, three serious accidents occurred (two collisions of trains
and one derailing). The Company is responsible for only one accident,
the derailing on 9 March 2010 between Prackovice nad Labem and
Lovosice stations. The direct cause of the derailing was a hidden tech-
nical defect of the railway vehicle that was not identified in advance
by the Company'’s specialists during activities for which they are re-
sponsible. The EE resulted in considerable damage, amounting to CZK
32,272,440.
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Information on the Balance of the Company'’s
Assets

The Company'’s Real Estate

In addition to usual elementary production means, such as rail vehi-
cles, the Company also owns real estate, without which the Compa-
ny's business activities would be restricted. Therefore, such real estate
can be considered strategically significant. A total of 225 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 Com-
pany's general directorate.

Lease of Rail Vehicles

One of the Company’s significant business activities also includes the
lease of rail vehicles, i.e. freight wagons and locomotives. The Company
offers both long-term and newly also short-term continuous leases of
wagons to hedge spot transactions. For these purposes, the Company
has sufficient vehicle capacity available and offers leasing all wagon se-
ries, including cisterns. Information on the rolling stock can be found in
the online catalogue of wagons at http://vozy.cdcargo.cz.

Over 3,000 railway freight vehicles used in railway freight transport
and as storage space on rail sidings were leased. Based on long-term
contracts, the Company also leases surplus and redundant traction
vehicles solely for use abroad.

Cross-Functional Activities

Marketing and Communication Activities

The Company’s marketingand communication activities are predom-
inantly based on our need to support the sale of our own products and
services, create a new corporate identity, and increase brand aware-
ness.

During 2010, the Company launched the second part of its main mar-
keting and communication campaign “Whatever — Wherever”, which
focused on promoting the Company and its services to the profes-
sional and general public. The entire campaign was prepared in a new
visual style that matched the Company's rebranding concept. This fol-
low-up campaign was predominantly focused on individual products

and environmental protection. The goal of the marketing campaign
was to promote the Company and strengthen its leading position on
the railway freight transport market in the Czech Republic and Eu-
rope. Media used during the campaign included TV, radio, billboards,
printed media (magazines, weeklies and dailies), interactive media
(LCD displays, radios), promotional leaflets, and web pages. During
the year, two new movies about €D Cargo were created, which were
predominantly intended for the needs of the trade fair team at inter-
national trade fairs and for presenting the Company at logistics sym-
posiums. In addition, TV and radio spots were created that were used
in the marketing campaign in the second half of 2010.

Web Presentation

A significant means of communication about CD Cargo, a.s. included
the website for business partners and customers: www.cdcargo.cz.
The web pages were created in a new style based on the Company’s
design manual. Owing to growing customer interest in information,
the web pages required a complete redesign, regular updates and an
English version. During the year, the web pages were developed and
new links and information was added, such as online tools (list of sta-
tions, monitoring of deliveries, and catalogue of vehicles), customer
support (info line, documents for downloading, tariffs, customer in-
structions and aids), and information services (downloads of Cargo
Motion, Bulletin Cargo and Cargo Special magazines). The press cen-
tre published press releases on an ongoing basis and during the year,
and a photo gallery for journalists was completed. Similarly, the in-
tranet for the Company’s employees, which is a significant informa-
tion and communication medium between employees and manage-
ment, was developed and expanded.

Print and Media Communication with Customers

CD Cargo, a.s. continued to publish the quarterly CARGO Motion,
which is published in a dual Czech-English version and provides infor-
mation about the world of railway freight transport and related serv-
ices. Itis predominantly intended for senior managers of cooperating
companies, for state administration representatives, and for selected
secondary schools and universities focused on transportation. Anoth-
er magazine published by the Company is the Bulletin Cargo quarter-
ly, which predominantly focuses on the business community and, in
addition to general information on railway freight transport, includes
information on legislation and other legal requirements in this area.
As a supplement to the Grand Expres monthly, CD Cargo, a.s. publish-

es Special Cargo magazine, which is intended for the general public
with the aim to present life in railway freight transport in an enter-
taining way. In September 2010, the Company renewed publishing its
own newspaper called Cargovak, which is intended exclusively for the
Company's employees. This newspaper includes the latest informa-
tion on the Company's development.

Trade Fairs and Conferences

In 2010, CD Cargo participated in the significant international TRAN-
SRUSSIA trade fairin Moscow. The Company slightly redesigned its cur-
rent exhibit in order to increase the area intended for communication
with business partners and to improve the provision of information
to customers at fairs. New films were produced about the Company,
which bring the world of freight transport closer to the customer. At
the trade fair, the Company received an award for the best exhibit.
Other significant conferences in which the Company participated in-
cluded the 2010 IRFC (International Rail Freight Conference) in Prague,
EASTLOG and the 2010 international logistics conference SpeedChain.
Major conferences also include the autumn CD Cargo conference or-
ganised in Spindlertiv Mlyn, which is intended for all the Company's
business partners and is focused on business and pricing policy.

Research and Development

During 2010, the Company continued cooperating with certain Czech
universities, predominantly technical and economic universities (Uni-
versity of Economics in Prague, the Jan Perner Transportation Faculty
in Pardubice, Transportation Faculty at the Czech Technical University
etc). The core of this cooperation includes consultations with and su-
pervision for students during the preparation of their annual theses
(end-of-term, bachelor's and master’s theses).

The topics of the theses are submitted and selected according to their
potential contribution to the Company and they concern a whole
range of current and potential problems and issues regarding railway
freight transport. They include operational issues, such as the use of
the rolling stock, investments in the locomotive fleet, comparison of
weaknesses and contributions of modernisations and acquisitions
of new vehicles, organisations of operations etc, as well as business
issues, such as the possibilities of expanding current commodity
transports or gaining completely new transportation orders, and the
inclusion of railway transport in consumer goods transport and lo-
gistics chains.

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

Another example of the Company's cooperation with science and re-
search is the partnership with the Transport Research Centre in Brno.
The Company both acts as a partnerin certain projects and tasks dealt
with by the Transport Research Centre and assigns certain issues to be
dealt with by this significant transport scientific institution.

Informatics

All steps realised in IT in the prior period resulted in the fulfilment of
the basic goal, i.e."to optimise using information technologies to en-
sure efficient work and the overall management of the Company’s
expenses and profit”.

Operational and Business Applications

The development of the existing operational and business applications
was limited in 2010 owing to the start of preparations for implement-
ing a new operational and business information system. The principal
objective of the new system will be to match the sales and expenses
to the business case as accurately as possible and thus to obtain the
most accurate information on current and realised transportation. As
anintegrated functional entity, the system will allow for the more sim-
ple and operational planning of necessary capacities and provide an
overview of the actual use of the operated capacities. Thus, customers
will have access to an online overview of all their deliveries and receive
information on the provision of an empty or integrated wagon suf-
ficiently in advance. The development of a new system will begin in
2011 so that the required state is reached by 2013.

Despite the limited developmentin 2010, and in line with the concept
of a new operations and business information system, the Company
completed the implementation of the VLASTA (stations for the for-
mation of trains) information system, which is intended to support
work in the formation station. The implementation of the VLASTA sys-
tem replaced the MIS (local information) system, which was used by
CD Cargo, a.s. since 1989 and operated on the obsolete DOS platform.

In order to unify the method of acquiring data on the track and short-
en the acquisition time, the Company started to use mobile devices
—PDAs —at the end of 2010 as the useful life of its existing PSION mo-
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bile devices was exceeded. The technology of mobile devices will allow
removing the current problem of significant inaccuracy and record de-
lays. In 2011, the Company will distribute these devices to the entire
network of formation yards.

In 2010, the Company completed implementing the system support-
ing complaint and damage claim resolution processes in domestic
and international transportation. This is a web application that pro-
vides a single interface and centralised complaint claim records, both
directly from customers and foreign railway companies as part of the
complaint claim sharing system. The application itself is divided into
modules by individual independent sections. Users thus work only
with data that they actually need.

SAP Economic System

All activities in SAP were realised with the basic objective of im-
plementing new functionalities in the standardised version using
a minimum of program adjustments. In order to decrease operating
expenses for SAP system maintenance, a project to standardise the
SAP system was launched in 2010. In addition to overall reviews of the
system, proposing and implementing a gradual transfer to standard-
ised solutions and thus replacing long-term customer adjustments in
the system is intended.

In the first half of 2010, the Company completed and handed over the
project of an electronic system to issue and distribute customer in-
voices, which will enable generating and sending invoices in electronic
form automatically from the SAP SD module. As required by customers,
invoices are aggregated and marked with an electronic sign. When is-
sued, invoices are automatically saved in an electronic archive, which is
accessible for customers after complying with safety rules.

In 2010, the Company also started preparing the SAP system for In-
ternational Financial Reporting System (IFRS). The system can gen-
erate supporting documents as part of the consolidated financial
statements. Another step for this area is full-fledged accounting in
accordance with IFRS for which the Company is preparing.

Security Policy for Data Protection

The principal pillar of the newly conceived data protection and secu-
rity policy in the Company is the Identity Manager system, which is
the principal and, in the future, the sole system for centralised iden-

tity management. The purpose is to simplify and safely use, create,
administer and maintain user identity. In 2010, the Company gradu-
ally transferred the administration of user accounts of individual ap-
plications. The process of implementing Identity Manager across the
portfolio of the Company's applications and implementing individual
security policy steps is time consuming and costly and thus will con-
tinue in coming years.

Continued Regular Renewal of End Use Devices

In mid-2010, the Company started renewing end use devices, i.e.
desktops, laptops and LCD panels including their necessary peripher-
ies, on aregular basis. End use devices are replaced at reqular intervals
of 3to 5years (3 years - laptops, 5 years — desktops and LCDs) so that
the performance and capacity is sufficient for modern applications
and systems. Servicing is guaranteed by a contract and minor repairs
and maintenance may be done by trained and certified IT specialists
employed by the Company.

International Activities

In 2010, the Company continued developing international IT activi-
ties, which relates to the use of several international applications for
exchanging data with partners. The Company operates routine data
exchanges concerning trains and vehicles using the UIC 30 applica-
tion (freight train announcement), which is the basic tool for secur-
ing confidence in the technical and transportation aspects of trains.
For exchanging freight and wagon documents, the Company uses
the bilateral 40 application with all neighbouring national trans-
porters except for PKP Cargo. 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 data in all these applications
is gradually increasing, also due to the newly operated search and
analytical tool.

In addition, the Company is preparing new applications with respect
to market and European legislation requirements. These predomi-
nantly include technical specification interoperability for telematic
applications in freight transport (TSI TAF). As part of preparing to
implement TSI TAF, the Company is an active member of a group of
large transportation companies (cluster of railway companies). In
2010, the Company actively participated in reviewing specifications

for the train preparation process. The Company also actively cooper-
ated with SZDC, s.0. and €D, a.s. in coordinating the gradual TSI TAF
implementation.

Another major activity that we monitored was the concept of an
electronic freight sheet (e-RailFreight project). The replacement of
freight and vehicle sheets with equivalent sheets is an evolutionary
change in transportation technology. The Company is gradually
expanding the paper-free operation of domestic transportation,
with the printing of freight sheets at destination stations at this
time. The Company introduced a pilot project — paper-free opera-
tion of domestic transportation and, using 40 application, paper-
free technology for returning empty cars with Rail Cargo Austria
and ZSSK Cargo.

Investments

In 2010, the Company realised investments in the amount of more than
CZK 1.7 billion (including the component accounting for inspection re-
pairs of wagons). The Company’s investment activities are predomi-
nantly focused on rail vehicles; these investments amounted to 87% of
the acquired fixed assets in 2010 (including the component accounting).

Investments in Freight Vehicles

In 2010, the Company acquired a total of 50 Zacns cistern wagons un-
der leases. In addition, the Company modernised 322 freight wagons
in 2010. Twenty-eight modernised Rils wagons were supplied in the
reporting period. The supplies of these modernised wagons include
the completion of the order that was started in the prior year. New
orders for modernising the Falls, Faccs and Zaes series wagons were
implemented. During 2010, 250 Falls series wagons, 4 Faccs series
wagons, and 50 Zaes series wagons were modernised. As part of the
investment activities that are focused on freight vehicles, the wheel
monoblocks on railway freight vehicles of various lines were changed.

Investments in Traction Vehicles

Inthe area of traction vehicles with electric drives, 2 alternating-cur-
rent locomotives of the 230 series were modernised (these deliveries
complete the orders that were started in the prior year). In addition,
7 locomotives of the 230 series with approval for operations in Slo-
vakia and Hungary were modernised. In 2010, work on the first 2
locomotives of the 163 series continued; these will be modernised
to two-system locomotives of the 363 series. These two modernised

locomotives should have been supplied in 2010, but the date of de-
livery was delayed until 2011. Another 28 modernised locomotives
of the 363 series will be delivered from 2011 to 2013. In 2010, one
diesel traction was modernised to the 742.2 series. Part of the in-
vestment activities in locomotives includes technical improvements
to locomotives of different types and with different drives (modifica-
tion of 3 traction vehicles of the 130 series for operations in Poland,
implementation of radio equipment, use of gel batteries, modifica-
tions made during higher level manufacture repairs, modification of
the locomotive driver's post, changes of wheels etc.).

Investments in Construction and Machinery

Another significant component of the Company’s investment activi-
ties includes activities in the area of construction and machinery. The
investments in construction and machinery were focused on modern-
ising machinery premises and technological equipment for the needs
of organisational structure units and on renovating administrative
and repair centres within these units. During 2010, 19 investments
in machinery and 45 investments in construction were realised. A sig-
nificant part of the investments was started in 2009 and they were
completedin 2010.

Other Investments

Other significant investments include investments in information
systems and technologies, the acquisition of handling equipment and
freight vehicles, investment in work safety and health protection, and
investment in logistics terminals.

Inindividual Rail Vehicle Repair Centres, the Company realised invest-
ments in trucks that are used to deliver spare parts and for realising
rail vehicle repairs outside the Company's premises. In 2010, obso-
lete handling equipment was replaced in selected operational units.
This change predominantly concerned forklifts. With respect to the
strategic intentions of the Company in the logistics centres, invest-
ments were primarily directed to the Lovosice terminal. Preparation
and construction of logistics centres in Lovosice (second stage) and in
Brno is anticipated for the coming years.

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,
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this fact is reflected in standalone items in the list of investments.
With respect to the acquisition of fixed assets, these specifically in-
clude completed inspection repairs of railway vehiclesin 2010.

Staff Policy and Social Programme

The Company has continued to adopt measures to improve its finan-
cial situation and increase work productivity. As part of the measures
that were taken in the area of human resources, the optimisation of
the number of employees continued with the objective of improving
the ageing and professional structure while maintaining an efficient
employment rate.

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

The contracts include theoretical and practical preparation, coopera-
tion within the research and development programmes, use of the
latest scientific and technological findings and their implementa-
tion in operation, participation in the creation of study programmes
etc. As part of a motivation programme, successful students at con-
tractual schools again had the opportunity to receive a contribution
for studies, which is conditioned on a contractual obligation to join
CD Cargo, a.s. after their studies are completed. For the 2010/2011
school year, a total of 8 students were selected who will be able to
start working at the Company as soon as they graduate in 2011 to-
gether with other students from prior years.

In line with applicable legislation and in cooperation with trade un-
ions, occupational safety and health, improved working and social
conditions for employees by way of preventative care and convales-
cence stays, and greater health protection was provided.

From January to December 2010, the average registered headcount
recalculated to full-time employees decreased by 368 employees, i.e.
from 9,714 (January 2010) to 9,346 employees (December 2010). The
physical headcount as of 1 January 2011 was 9,225.

The decrease in the average headcount recalculated to FTE for No-
vember 2010 and December 2010 was a result of the need to decrease
the number of employees in order to increase work effectiveness and
the activities focusing on increasing competitiveness.

Average headcount recalculated
to FTE in 2010
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In order to reduce the unwanted social impacts of the decrease
in employment that resulted from the transformation of Ceské
drahy, the accompanying social programme that was adopted by
the Czech government was also applied in 2010. This programme
is concerned with the following areas above the scope of the legal
regulations:

® Provision of severance upon termination of employment re-
lated to the transformation in line with government regulation
370/2007 Coll.

Leases of flats and residential buildings;

Employee fare and transportation costs;

Other social benefits; and

Requalification of employees.

In 2010, the average salary in CD Cargo, a.s., ie the payroll costs ex-
cluding other staff costs, amounted to CZK 27,871. In line with ap-
plicable legislation, the social fund of CD was predominantly used
for the employees of €D in 2010 to:

Improve the working environment;
Make contributions for cultural and sports activities, and holidays;
Make contributions for meals; and

]
]
]
® Provide social assistance, etc.

Eight trade unions operate within CD Cargo, a.s., including multi-
professional unions as well as unions solely representing professional
groups of employees. The Company's collective agreement that reg-
ulates individual and collective relationships between the employer
and the employees, as well as mutual relationships between trade
unions and the employer, was concluded with effect from 1 January
2010 until the end of 2010.

Code of Ethics

In 2010, the employees acted in line with CD Cargo, a.s!s Code of
Ethics, which helps ensure that the daily activities of the Company
and the conduct of all its employees are in line with the Company's
principles, i.e. with a set of particular rules that are based on the
Company's values and principles and define the standard of profes-
sional conduct. This represents a set of ethical principles, norms and
requirements that are binding for the employees. The code lays out
the Company'’s ethical values, vision and mission, and complements
and develops the Company’'s work regulations.

Quality Management - ISO

The ISO management system group that has been part of Human
Resources since 15 December provides for all activities that relate to
management systems and ISO 9001 quality control and ISO 14001
environmental management introduced in the Company. Concur-
rently, it secures, analyses and monitors preparation for certifica-
tion as part of other ISO management systems.

One of the basic tasks is to renew the quality and environment cer-
tificates each year that were granted to the Company in prior years.
Both certificates are used predominantly during selection proceed-
ings in which our Company participates. Another benefit of the ISO
14001 certification is that it ensures greater credibility for state con-
trol bodies and a more responsible systematic approach in activities
relating to environmental protection.

This relates to the prevention and decrease of the risk of environmental
disasters and damage, including potential actions and sanctions by the
Czech Environmental Inspection Agency and other control bodies.

The Company proved its ability to be recertified and to successfully go
through the demanding certification/recertification proceedings dur-
ing the annual compliance quality audit (April 2010) and environmental

compliance audit (November 2010). In both cases, the audits involved
renewing the validity of these certificates for the period of another three
years, as well as an obligatory inspection of compliance with the condi-
tions defined by the above ISO standards by both external and internal
legislation. As in prior years, these external audits were performed by
the certification company Moody International, s.r.0. During this audit,
Moody International., s.r.o. did not identify any non-compliance issues,
but only several minor findings in the category of recommendations. The
initial stage of the external auditincluded internal audits; no system non-
compliance was identified during these audits either.

Since 2009, all certification fields have been integrated and they
newly include:

® 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 parts; and

Lease and sublease of rail vehicles.

Certified organisational structure units in the QMS system include
almost all sections of the General Directorate and Rail Vehicle Repair
Centres (including operational workplaces). The EMS system cur-
rently includes only Division 12 and all Rail Vehicle Repair Centres.

Another priority task that has been solved throughout the year was the
mapping and description of (sub)processes (which are required not only
by 1ISO 9001 and 14001). This is the “Process modelling and electronic
ISO documentation” project — the second straight project concerned
with process diagram modelling, which continues the pilot project
from 2008 concerning the mapping of processes in financial manage-
ment. Currently, the comprehensive process model can be used in de-
scribing and documenting activities included in management systems
and in internal and external I1SO audits (when the standardised status
is compared to the actual status). In the EMS management system,
a document library was created in the CDC intranet environment,
where all process diagrams, system documentation, documentation
from internal and external audits, and other documents (resolutions
made by state authorities, self-government, etc.) are located.

From the short-term and medium-term perspectives, we aim to
expand the EMS certification under ISO 14001 to other units of the
organisational structure in cases where the activities performed or
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managed by them have an impact on the environment (predomi-
nantly operational units or operations workplaces). The Company
also aims to implement work safety and health management in
line with the OHSAS 18001 normative recommendation. In the fi-
nal phase, the integrated management system (IMS) should be cre-
ated in the whole company. The Company is also considering having
an external audit performed according to the assessment of SQAS
Rail (the SQAS system is a multinational system for assessing safety,
quality and impacts on the environment for logistics services pro-
vided by transporters; it relates to the transport of dangerous cargo
according to RID). The requirements for a specific certification are
based on the needs and requirements of the market, i.e. our custom-
ers, tender organisers, and other business partners.

AEO Certificate
In 2010, the Company was recertified as the
e holder of the AEO customs quality certificate,
AE ' which was obtained pursuantvto the resolution
of the Customs Directorate in Ceské Budé&jovice,
the local relevant administration body accord-
ingtoAct No. 185/2004 Coll., on Czech Customs
Administration. The AEO (Authorised Economic Operator) certificate —
“Simplified customs procedures/Safety and security — was granted to
the Company on 24 September 2009.

Together with Finnish VZ Cargo and DB Schenker Rail Nederland, the
Company is the third former state and national European railway
company to obtain an AEO certificate.

Following discussion and approval by European bodies, AEO was intro-
duced on 1 )anuary 2008. The certificate is respected by all EU Member
States, and it will soon become valid for USA and Asia, as well. AEO is
a response to the need to increase the security of international trade
and the use of the security amendment in the customs legislation; it
monitors risks before the entry and exit of goods to or from the Europe-
an Union, and involves targeted inspections of imported and exported
goods. The simplifications of procedures and inspections are allowed
only to inspected — certified — entities, i.e. holders of an AEO certificate.

The AEO certificate is used by importers to the EU, exporters from the
EU, producers, transporters, shipping companies, operators of customs
warehouses, and customs brokers. Its objective is to increase security of

the entire supplier chain. This certificate offers a competitive advantage,
increases prestige in relationships with partners and customs adminis-
trations, decreases the number of physical inspections of goods, prior-
ity physical inspections and clearance at the customs authority, requires
less data to be declared before import/export, facilitates access to the
authorisation of simplified customs procedures (will be soon required),
expedites the import/export of goods, lowers the risk of a customs regu-
lations breach, is acknowledged in the EU and later in other regions, etc.

Obtaining this certificate and recertification increases the Compa-
ny's reputation and can be used in the Company'’s business activities
in later periods.

The Company and the Community

International Activities and Relationships

International relationships are coordinated by the Company's Group
of International Relationships, which was transformed on 26 No-
vember 2010 into the Department of International Activities. The
activities of its members in 2010 focused on four principal fields: ad-
ministration of activities related to the Company’s membership in
international organisations, coordination of international projects
and general representations of the Company, and a new target after
transformation — strengthening of the international business policy.

The Company'’s involvement in the activities of international organi-
sations in 2010 was based on conditions set out in the contract for
international cooperation that was concluded between the Company
and €D, a.s. With our parent company, we promote the principle of
a uniform concept, i.e. uniform membership of the CD group, coordi-
nation and information sharing.

Ceské drahy, a.s. is a guarantor of the membership in the Internation-
al Union of Railways (UIC), Community of European Railway and In-
frastructure Companies (CER), Organisation for Railway Cooperation
(OSZD), Forum Train Europe (FTE), and the International Rail Trans-
port Committee (CIT).

Significant changes were made predominantly in relation to the Brussels
Clearing Centre (BCC). The Company applied for an individual member-
ship in BCC with a total of five equity investments. The price of one in-

vestment is EUR 750. BCC accepted the accession on 19 August 2010.
The Company's membership is valid as of 15 September 2010 and will
be ratified by BCC's General Meeting in June 2011. The Company will use
code 2154 for clearing transactions; such code has been used since De-
cember 2006 throughout €D, a.s., which is a member of the BCC.

Ininternational projects, the SoNorA project—development of a mul-
timodal interconnection of the Baltic and Mediterranean Seas—was
completed in cooperation with the Division of Intermodal Transpor-
tation and Logistics. The project was organised as part of the Opera-
tional Programme of Multinational Cooperation and funded from the
European fund for regional development. Principal deliverables of the
projectincluded an analysis of the development of the intermodal ter-
minal in Lovosice, including the purchase of hardware and software
for optimising movements of freight handlers in the terminal (these
are currently already tested in real conditions), and a pre-investment
study of market opportunities in the Brno terminal.

In 2010, the department was engaged in the Company'’s activities in
the significant Xrail project, the aim of which is to support the trans-
port of individual shipments on the territory of Aliance Xrail member
states. The foundation agreement among seven European founding
transporters was signed in Zurich on 18 February 2010 and its mem-
bers also include neighbouring countries Germany and Austria, which
is an advantage for the Company. The project anticipates that when
transporters guarantee an on-time delivery in 90% of Xrail shipments,
thereliability of the railway transportation will achieve the level of road
transporters, which will significantly increase its competitiveness. At
first, the project will be carried out on selected tracks but gradually we
would like to achieve the highest level of coverage. With the accession
of new member states, the number of tracks will increase.

Ecology and Environmental Protection

The CD, a.s. group, which includes the Company, is responsible for
environmental protection and it actively protects the environment.
CD Cargo and CD cooperate on the basis of a mandate contract that
was concluded on 27 May 2008. With regard to the contractual rela-
tionship, the Company has created its own hierarchy, which focuses
on the Rail Vehicle Repair Centres line, which is directly linked to ecol-
ogy. Such processes include reducing waste, insulating buildings, pro-
tecting the railway bedding against pollution from oil drops from shed
traction vehicles, preventing and decreasing the risk of environmental

disasters and damage, etc. In the Company’s Operational Unit, this is
secured by ecology contact persons who cooperate with ecologists
from Rail Vehicle Repair Centres and together they are managed by
the chief ecologist from Division 12 of the Company’s General Directo-
rate. The Company holds meetings with SZDC, s.0. and its standalone
ecology department.

The first half of 2010 was a breakthrough period for ecology in the Com-
pany as senior management decided to expand the EMS system (which
was tested in 2008 in SOKV UNL) to include Maintenance and Repairs of
Railway Vehicles (Division 12 of the General Directorate) and SOKV/OKV
subordinated parts. The aim of expansion was to improve the quality of
services provided by the Company to customers, improve credibility in
relation to bodies of the state administration and ensure a responsible
approachin activities related to environmental protection.

Through the adoption of the Environmental Policy, all employees are
bound to comply with environmental management, whose purpose
in the system is describe, assess, and improve the management sys-
tem in Division 12 and in the Rail Vehicle Repair Centres in respect of
environmental protection, predominantly through efforts to mini-
mise waste (refer to chart of waste production) and the negative im-
pacts of activities and technologies (eg in compliance with the prin-
ciples of pollution prevention, readiness for accidents, purchase of
environmentally friendly products, modernisation of chemical labo-
ratories, compliance with sustainability principles.)

As the EMS system focuses on providing the best conditions for en-
vironmental protection, its expansion was a challenge for improving
certain environmental activities. For example, the introduction of re-
cycling (paper, plastic, glass), continued preparatory work for reno-
vating the sewer system and waste water treatment plant in Bfeclav,
completing the renovation of the sewer system in OKV Most, intro-
ducing regular cleaning at Rail Vehicle Repair Centres, unifying the
laboratory procedures used in chemical laboratories etc.

During the reporting period, the Company organised regular internal
audits focusing on compliance with determined criteria and obligations
set by the effective legislation for environmental protection. The aim
was to assess the EMS system and the readiness of specific workplaces
for the EMS external audit. The results were discussed at management
meetings and assessed by senior management at the end of 2010.
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All documentation for the EMS implementation is available to all em-
ployees at the CDC Share Point. The public has access to the informa-
tion on the Company's website.

Between 22 November 2010 and 30 November 2010, a compliance
audit was performed at Division 12 of the General Directorate and
all Rail Vehicle Repair Centres (performed by MOODY International)
and the Company was granted certification according to CSN EN ISO
14001:2005. The external audit identified no discrepancies, only several
partial recommendations, which will beimplemented as part of prepar-
ing the Investment Plans for 2011.

The fact that the EMS implementation at Division 12 of the General Di-
rectorate and Rail Vehicle Repair Centres (CBE/OVA) is a good decision is
confirmed by the fact that the Company did not face any financial sanc-
tions despite extraordinary events (railway accidents) that impacted
the environment and the inspections by state authorities, specifically
the Czech Environmental Inspection Agency.

Production of waste by €D Cargo, a.s. in 2010
by category of waste
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Fire Protection
In 2010, fire protection involved standard cooperation with the fire
brigade of SZDC, s.o.

Significant changes included a new fire protection organisation, which
was transferred to Maintenance and Repairs of Railway Vehicles (Divi-
sion 12)followingamendments to the Company’s Organisational Rules.

Fire protection training was prepared to be transferred to an electronic
system in 2010. Starting in 2011, this has been used in pilot e-learning
at the headquarters and will be extended to other units of the organi-
sational structurein 2011.

In 2011, 26 fires were recorded with total damage amounting to CZK
3.35 million. The value of saved assets is CZK 7.38 million. These all in-
clude railway vehicle fires arising from operational risks. In two cases,
fires were set by vandals.

Corporate Social Responsibility

As the largest railway transportation company in the Czech Republic
and the fifth largest railway transport provider in Europe, CD Cargo, a.s.
is aware of its corporate social responsibility. This is reflected predomi-
nantly in the Company’s environmental protection activities — the Com-
pany tries to be as environmentally friendly as possible with regard to its
business activities. Among other things, the Company holds the EMS
certificate. In addition, the Company participates in a wide range of
educational and charitable projects. The most significant educational
projects include the “Prevention Trains” (together with CD), long-term
support of the Czech Paralympic Team, the “Young Forwarder” project,
support of the Olpa Cup, a table tennis tournament, support of “Turnaj
Strycka Jedlicky” (a celebrity doubles tennis tournament, the proceeds of
which will be donated to support the Jedlicka Institute), and support of
the AVAZ Décin bowling tournament for handicapped athletes.

Companies in which €D Cargo
has an Equity Interest

Terminal Brno, a.s.

Date of entry in the Register of Companies: 25 July 2008
Share capital: CZK 55,350,000

Equity interest: 66.94 % (CZK 37.05 million)

Principal business activities: storage of goods and handling of cargo
(which includes storage of shipments related to combined trans-
port — containers, exchangeable superstructures, and road trailers),
technical activities related to transportation.

€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: storage and material handling.

€D-DUSS Terminal, a.s.

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

Share capital: CZK 4,000,000

Equity interest: 51% (2.04 million)

Principal business activities: operation of the container terminal, in-
cluding additional services (ensuring collection and distribution of
road shipments), and the repair and storage of storage units.

CD Generalvertretung GmbH

Date of entry in the Register of Companies: Germany 11 October 2004
Share capital: EUR 50,000

Equity interest: 100%

Principal business activities: mediation of services in freight transport
on behalf of and for CD Cargo, a.s., general representation and com-
prehensive information services for the clients of CD Cargo, a.s.

Koleje Czeskie Sp. z o0.0.

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

Equity interest: 100%

Principal business activities: mediation of services in freight transport
on behalf of and for CD Cargo, a.s., general representation and com-
prehensive information services for clients on the territory of Poland,
Lithuania, Latvia and Estonia.

CD - Generalvertretung Wien GmbH

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

Equity interest: 100%

Principal business activities: mediation of services in freight transport,
business representation on the territory of Austria, Italy, Hungary (select-
ed areas), Switzerland and countries of former Yugoslavia.

Generalne zastapenie €D 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: business representation and mediation ac-
tivities in the area of transportation and related services.

MOO0O0 «4[ TpaHc» (orientaéni preklad: €D Trans s.r.o.)
Date of entry in the Register of Companies: Belarus 21 April 2008

Share capital: USD 100,000

Equity interest: 51% (USD 51 thousand)

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

RAILLEX, a.s.

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

Share capital: CZK 2,000,000

Equity interest: 50% (CZK 1 million)

Principal business activities: cargo handling and technical transpor-
tation services.

BOHEMIAKOMBI, spol.sr.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 spolec¢nost, 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 61,500

Equity interest: 13% (EUR 7,995)

Principal business activities: support of the management of interna-
tional transport of wagon shipments among the operators of the rail-
way transport.
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9 | FINANCIAL POSITION

Investment Activities of €D Cargo, a.s.

In accordance with its business plan, the major priorities of CD Car-
go, a.s. include the renovation and modernisation of the rolling
stock and additional investment activities related to machinery and
construction, and other investments that are crucial for carrying out
its operations. To finance its investment plans, the Company uses
internal and external resources. The Company’s external resources
predominantly include financing through leases and supplier loans.

(CZK ‘000 000)
2010 2009 2008
Acquisition of freight cars 0 0 0

Renovation and modernisation of
freight cars
Acquisition of traction vehicles 0 1 0

Renovation and modernisation of
traction vehicles

584 1262 1518

390 502 685

Machinery investments 11 19 37
Construction investments 104 92 111
Other investments 109 165 177

Component accounting of inspection
repairs of railway vehicles

Total investments 1705 2041 2528
Prepayments for investments
provided (as of 31 December)

507 - -

239 77 7

The prepayments for realising future investments consist exclusive-
ly of prepayments for modernising the 16 series locomotives to the
363 series and modernising the 230 series locomotives.

Balance Sheet

In the period from 31 December 2009 to 31 December 2010, the
value of the Company's fixed assets increased by CZK 0.62 billion,
reaching a total of CZK 13.05 billion, which equals 83.34% of its total
assets. From 31 December 2009 to 31 December 2010, the Compa-

ny's current assets, which include inventory, receivables and current
assets, decreased by CZK 0.67 billion to CZK 2.27 billion, which rep-
resents 14.51% of its total assets. The value of the Company's equity
in the reporting period decreased by CZK 0.26 billion to CZK 7.79 bil-
lion, which represents 50.90% of its total liabilities. External fund-
ing decreased by CZK 0.21 billion to CZK 7.62 billion in the reporting
period, which represents 48.67% of its total liabilities.

Profit and Loss Account

The Company'’s loss before tax for 2010 amounted to CZK (418) mil-
lion with aggregate sales and income of CZK 14,984 million, aggre-
gate costs of CZK 15,402 million, and accounting amortisation and
depreciation charges of CZK 1,111 million. Relative to the business
plan, the Company’s sales and income totalled 100.6% and the ag-
gregate costs reached 104.5% of the forecasted values.

Funding of €D Cargo, a.s.

The Company’s investment and operational activities are financed
via a combination of the Company’'s own internal cash flow and
external funding, which comprises short-term bank loans and de-
ferred or divided payments from investments and leases.

Risk Management of €D Cargo, a.s.

Onan ongoing and long-term basis, CD Cargo, a.s. monitors and as-
sesses all material business risks, specifically price and credit risks
and liquidity risks.

Price Risk

The Company'’s business operations were subject to the situation
on the freight and transport market in 2010. One of the outcomes
of the economic recession was a decrease in demand for goods
transports; it was therefore necessary to compete with road trans-
porters and other railway transporters for the lower volume of

Presentation part




Presentation part

goods. CD Cargo’s price policy thus had to be adjusted to the situ-
ation. In business negotiations, contracts for multiple years with
guaranteed technological volume were preferred.

In respect of CD Cargo, a.s., the purchase of railway cars and the
repairs and modernisation thereof, including activities to secure
financing via external sources, are typically viewed as above-limit
public contracts, which are subject to the regime of tender pro-
ceedings according to the effective Public Procurement Act.

Inspection repairs of freight cars and repairs of higher level loco-
motives are conducted similarly. Diligent use of the provisions of
the Public Procurement Act enables costs related to railway car ac-
quisition, renovation, repair or modernisation to be optimised and
external funding for the costs thereof to be obtained.

For railway car modernisation and repairs, used but repairable parts
of cars suggested for disposal (such as wheel axles and undercar-
riages) are utilised on an ongoing basis, which allows modernisation
costs to be reduced.

Liquidity Risk
The Company’s liquidity risk is managed so as to ensure that the vol-
ume of funding necessary to settle the financial liabilities is sufficient.

On a day-to-day basis, liquidity development as well as the Compa-
ny's cash flow is assessed. On the basis of these analyses, decisions
are made on settling liabilities, using overdraft loan facilities or the
bill-of-exchange programme etc. In order to further stabilise cash
flow, a lease-back of some of the freight cars was realised in 2009
and a lease-back of 230 series traction vehicles was realised in 2010.
This funding structure creates a desired framework for CD Cargo's
financial stability, with possible flexible use of individual forms.

Credit Risk

The Company has in place a system to continuously monitor receiva-
bles by individual companies and default periods with a special focus
on receivables past due by more than 60 days. The development of past
due receivables is subject to monthly reviews by a commission man-
aged by the CFO. One of the outputs of these reviews is a supporting
document that is used to determine the floating component of the
wages of employees involved in managing the outstanding receivables.

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 re-
ceivables and payables, the Company actively pursues a netting
policy, giving special attention to receivables past due by more
than 60 days.

Currency Risk

Given that a significant part of the Company's income is realised
in foreign currencies, predominantly in euros, the Company pays
constant and systematic attention to 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.

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

Commodity Risk - Price of Railway diesel

Railway diesel used by the Company represents a significant cost
component. As the price volatility of this commodity throughout
2008 was highly volatile; a decision was made to hedge the price on
athree-year basisata monthly volume of 1.5 million litres at the end
of 2008, when the commodity’s prices reached the bottom levels at-
tained in 2005 and 2006 and thus to eliminate the risk that the price
would rise above the agreed level at approximately three quarters of
the average monthly consumed volume.

Other Operational Risks

The Company hedges a range of operational risks via insurance cov-
erage. The major risks identified include a transporting company's
liability for damage caused to other parties in relation to railway
transport operations on nationwide and regional tracks and liability
for damage by the owners of freight railway cars.

10 | ANTICIPATED DEVELOPMENT, OBJECTIVES
AND INTENDED ACTIVITIES

In 2010, the Czech Ministry of Transport began equalising conditions
between road and railway transport. Toll fees were increased and fees
for using railway infrastructure were decreased. This trend will con-
tinue in 2011 and in subsequent years. Logically, we can expect great-
er interest in railway freight transport. This increase will surely be due
to other transporters operating on the SZDC infrastructure; however,
itis the Company's task to maintain its position as the principal player
on the railway freight transport in the Czech Republic.

CD Cargo, a.s. will focus on the following activities:

® Increasing the internal effectiveness related to increasing the
competitiveness of CD Cargo, a.s. on the transport market;

® Investingin the rolling stock, predominantly in locomotives;

& Improving communication with minor customers in the region,
even with potential customers who do not currently use railway
transport;

® Developing services with higher added value (storage etc.);

® Developing cooperation with road transporters;

& Involving the start of unaccompanied intracontinental combined
transportation; and

® Territorial expansion.

To improve communication with existing minor customers and
companies that do not currently use railway transportation serv-
ices, primarily it is necessary to map their potential, needs and op-
portunities. In this respect, a regional business group was formed
that should be closer to these minor companies than the existing
business structures and should closely cooperate with their operat-
ing units. This step is accompanied by the maintenance and further
development of the segment of individual freight shipments with
more intensive cooperation with other transporters in the Xrail al-
liance, which was formed for this purpose and for the development
of new products focused on companies in the Czech Republic. These
new products will include both railway transportation and services
with higher added value, such as road “door-to-door” distribution,
short-term and long-term storage, and reloading between individ-
ual types of transport.

We are aware that a large part of the volumes of goods cannot be
transported (either at all or under limited conditions only) by rail for
various reasons. The railway transport of shipments and goods that
would be otherwise transported by road is enabled by unaccompa-
nied intracontinental combined transport of exchangeable super-
structures and trailers. However, its development requires a more
extensive network of logistic centres and close cooperation with
operators of combined transport and road transporters. One of the
steps enabling the development of the unaccompanied combined
transport is the operation of the Lovosice terminal, which has mod-
ern siding line storage where combined transportation trains are
dispatched to Germany and newly intracompany trains to Ostrava.

The strategic cooperation with road transporters should ensure the
business control over transports that are not by rail.

Limited growth opportunities on the Czech market should be com-
pensated for by territorial expansion, which should serve growth in
Central and Eastern Europe and also gaining a larger share in Asia/
Russia — Europe transit transports.
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The Amount of the Issued Share Capital

As of 31 December 2008 and 31 December 2009, the share capital
consists of a non-cash investment of part of the business of Ceské
drahy, a.s. as the sole shareholder and amounts to CZK 8.8 billion.
The share capital is divided into 100 ordinary registered shares in
the certificate form in the amount of CZK 88 million each. Such
shares are certificate shares and their transferability is restricted.

The sole shareholder of CD Cargo, a. s., Ceské drahy, a.s. adopted,
through general meeting, on 2 June 2009 a decision on decreas-
ing the share capital of CD Cargo, a. s. pursuant to Section 231a of
the Commercial Code from CZK 8.8 billion to CZK 8.494 billion. The
decision was taken in the form of notarial record no. 304/2009 -
N355/2009 on 2 June 2009. The decrease in the value of the share
capital was recorded in the Register of Companies in the following
reporting period, on 5 January 2010. As of 31 December 2010, the
share capital amounted to CZK 8.494 million.

Ownership Structure

Sole shareholder:

Ceské drahy, a.s.

NabfeZi L. Svobody 1222, Prague, 110 15
Corporate ID: 709 94 226
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12 | REPORT OF THE ADMINISTRATION BOARD,
SUPERVISORY BOARD AND AUDIT COMMITTEE

Report of the Supervisory Board

During 2010, the Supervisory Board of CD Cargo, a.s. held nine
meetings, one of which was an extraordinary meeting.

The Supervisory Board of CD Cargo, a.s. executed its powers and ful-
filled all tasks in compliance with legal regulations, the Company’s
Articles of Association, its rules of procedure and applicable regula-
tions. The Company'’s Supervisory Board systematically monitored
the due execution of the function of the Board of Directors while car-
rying out its business activities. It monitored an extraordinary audit
in the Company, dealt with key problematic areas in relation to the
findings of the extraordinary audit, and adopted measures of the
Company's Board of Directors and management. The Board of Direc-
tors provided the Supervisory Board with necessary information and
supporting documentation for its monitoring activities. The Chair-
man of the Board of Directors together with other members of the
Board of Directors participated in all meetings and informed the Su-
pervisory Board continuously of the Company's business activities
and results of operations and it also adopted stabilisation measures.

The Supervisory Board paid undivided attention to discussing and
reviewing significant business documents, in particular the Finan-
cial Statements of CD Cargo, a.s. for the period from 1 January 2009
to 31 December 2009 with the Auditor’'s Opinion and Report by the
Audit Committee to the financial statements with the Auditor's
Opinion, Proposal for the Distribution of CD Cargo, a.s!s Profit for
the period from 1 January 2009 to 31 December 2009, the Report
on the Business Activities of CD Cargo, a.s. and the Balance of its As-
sets for the period from 1 January 2009 to 31 December 2009, and
the Related Parties Report for the period from 1 January 2009 to 31
December 2009.

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 receiv-
ing recommendations from the Company’s Administration Board.

Atits twenty-sixth meeting, the Supervisory Board discussed the Re-
port of the Board of Directors on €D Cargo, a.s's Business Activities
and the Balance of its Assets for the year ended 31 December 2010
and the Report on Related Parties Transactions for the year ended
31 December 2010 with the Auditor's Report, and reviewed the fol-
lowing documents: the Financial Statements of CD Cargo, a.s. for
the year ended 31 December 2010 including the Independent Au-
ditor's Report and the Proposal to Settle the Economic Results of
CD Cargo, a.s. for the year ended 31 December 2010. The Supervi-
sory Board recommended 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-mentioned documents.

= ol
Petr Zaluda
Chairman of the Supervisory Board

In Prague on 6 April 2011

Report of the Administration Board

The CD Cargo a.s. Administration Board acted as the Company’s ad-
visory and initiative body in the year ended 31 December 2010. In
accordance with €D Cargo, a.s’s Articles of Association, the Admin-
istration Board is a company body that comprises three members
elected by the sole shareholder, Ceské drahy, a.s., acting in the ca-
pacity as the General Meeting of CD Cargo, a.s., at the suggestion of
the Ministry of Transportation of the Czech Republic.

Inthe reporting period, the Administrative Board of CD Cargo, a.s. held
six ordinary meetings at which it provided the Company's bodies with
expert statements, suggestions and recommendations. In addition,
the Administration Board discussed and expressed its opinion on ma-
terial business documents and the proposals submitted by the Com-
pany's Board of Directors. It also regularly provided its statements to
the Supervisory Board of CD Cargo a.s., when the Company's Board of
Directors required the Supervisory Board to provide approval.
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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 mem-
bers of the Board of Directors, regularly attended all meetings of the
Administrative Board and provided it with relevant information and
supporting documents.

Martin Sykora
Chairman of the Administration Board

In Prague on 30 March 2011

Report of the Company’s Audit Committee

The Company's Audit Committee executed its duties and performed
all tasks in accordance with legal regulations, the Company’s Arti-
cles of Association, and its rules of procedure. It systematically mon-
itored the preparation of the Company’s financial statements, the
audit thereof, and related documents for the periods from 1 January
2009 to 31 December 2009, 1 January 2010 to 30 June 2010, 1 Janu-
ary 2010 to 30 September 2010 and 1 January 2010 to 31 December
2010.

The Company’s Audit Committee was informed by the Company’s
representatives, duly and on time, about relevant information and
documents related to individual steps of preparing the Company's
financial statements and the Report on Related Party Transactions
for the periods from 1 January 2009 to 31 December 2009 and 1 Jan-
uary 2010 to 31 December 2010 and of preparing the Annual Report
for the year ended 31 December 2009.

The Audit Committee also assessed the impartiality and independ-
ence of the Company’s auditor, Deloitte Audit s.r.o., discussed and
communicated selected information, and issued statements and
communications in accordance with legislation. During the prepa-
ration of the financial statements and the mandatory audit thereof,
the preparation of the Report on Related Party Transactions and re-
lated activities, the Audit Committee, acting in its capacity, did not
note any errors or breaches of legal requlations or the Company's Ar-
ticles 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 the Financial 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 bodies dis-
cuss 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 2009 to 31 December 2009
and from 1 January 2010 to 31 January 2010 and that the sole share-
holder acting in the capacity as the General Meeting approve the
documents. It discussed the Auditor’s Report on the Company’s An-
nual Report for the year ended 31 December 2009.

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. In
2011, the compliance and internal audit division will fulfil its tasks
directly according to the requirements of the Audit Committee (15%
of the costs for this division are reserved for this purpose). The com-
pliance and internal audit division monitored the implementation
process of an extraordinary audit by KPMG Ceska republika, s.r.o.
based on the resolution of the sole shareholder, Ceské drahy, a.s.,
acting in the capacity of the General Meeting of the Company, dated
10 May 2010.

Reflecting the facts referred to above, the Company’s Audit Commit-
tee notes that it complied with the obligations ensuing from legal
regulations, in particular the Act on Auditors 93/2009 Coll. dated 26
March 2009 and the Company’s Articles of Association, as amended,
and that the conditions were sufficient for carrying out its activities.

In Prague on 15 March 2011 oldfich Vojif;Ph.D.
Chairman of the Audit ﬁﬁmittee
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Report on the Financial Statements

To the Shareholder of €D Cargo, a.s.
Having its registered office at: Praha 7, Hole3ovice,
Jankovcova 1569/2¢, 170 00

Identification number: 28196678

Based upon our audit, we issued the following audit report dated 21
March 2011 on the financial statements which are included in this an-
nual reportin chapter 14:

“We have audited the accompanying financial statements of CD Car-
go, a.s., which comprise the balance sheet as of 31 December 2010,
and the profit and loss account, statement of changes in equity and
cash flow statement 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 presen-
tation of these financial statements in accordance with accounting
regulations applicable in the Czech Republic, and for such internal
control as management determines is necessary to enable the prepa-
ration of financial statements that are free from material misstate-
ment, whether due to fraud or error.

Auditor’s Responsibility

Our responsibility is to express an opinion on these financial state-
ments 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 reaso-
nable assurance about whether the financial statements are free from
material misstatement.

An audit involves performing procedures to obtain audit evidence
about the amounts and disclosures in the financial statements. The
procedures selected depend on the auditor’s judgment, including the
assessment of the risks of material misstatement of the financial sta-
tements, whether due to fraud or error. In making those risk assess-
ments, the auditor considers internal control relevant to the entity’s
preparation and fair presentation of the financial statements in order

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 presentation of the financial statements.

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

Opinion

Inouropinion, the financial statements give a true and fair view of the
financial position of CD Cargo, a.s. as of 31 December 2010, and of its
financial performance and its cash flows for the year then ended in
accordance with accounting regulations applicable in the Czech Re-
public.

Emphasis of Matters

We draw attention to Note 3.20 to the financial statements. The
Company changed its accounting policy of depreciating fixed assets
and implemented the component depreciation approach as of 1 Ja-
nuary 2010. The impact of the change of the policy on the Company's
profit for the year ended 31 December 2010 represents an increase in
the pre-tax profit of CZK 351 million and an increase in fixed assets as
of 31 December 2010 in the same amount. This change in the policy
additionally resulted in the increase in the deferred tax liability in the
Company's balance sheet of CZK 67 million and an increase in the de-
ferred tax charge in the profit and loss account in the same amount.
The net impact of the change in the policy on the Company’s post-tax
profit was positive in the amount of CZK 284 million. Our opinion is
not qualified in respect of this matter.

We additionally draw attention to Notes 1.2. and 4.22. to the finan-
cial statements. The Company conducts significant business with the
state-owned company Sprava Zelezni¢ni dopravni cesty, s.o. in re-
spect of the use of the railway route. As of the financial statements
date, as part of the balances receivable from and payable to Sprava zZe-
lezniéni dopravni cesty, s.0. the Company reports a receivable of CZK
127 million in compensation for increased costs incurred as a result of
traffic closures in 2008, 2009 and 2010 which has not yet been fully
confirmed by the counterparty. Our opinion is not qualified in respect
of this matter”
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Report on the Related Party
Transactions Report

Based upon our review, we issued the following review report dated
21 March 2011 on the related party transactions report which is in-
cluded in this annual reportin chapter 16:

Report on the Annual Report

We have also audited the annual report of the Company as of 31 De-
cember 2010 for consistency with the financial statements referred to
above. This annual report is the responsibility of the Company’s Sta-
tutory Body. Our responsibility is to express an opinion on the consis-

14 | FINANCIAL STATEMENTS OF CD CARGO, A.S.

Balance sheet as of 31.12. 2010 (in CZK thousand)
CD Cargo, a.s., ICO 28196678, Jankovcova 1569, 170 00 Praha 7

31.12.2009

" . . S . Gross Adjustment Net Net
We have reviewed the factual accuracy of the information included tency of the annual report and the financial statements based on our TOTAL ASSETS 30109 935 14 457 457 15652 478 15 671 635

in the related party transactions report of CD Cargo, a.s. for the year audit.

. . - A. Receivables for subscribed capital
ended 31 December 2010. This related party transactions reportis the B. Fixed assets 27 430 101 14 384 935 13 045 166 12 423 832
responsibility of the Company’s Statutory Body. Our responsibility is We conducted our audit in accordance with International Standards B.l. Intangible fixed assets 485141 237890 247251 234586
to express our view on the related party transactions report based on on Auditing and the related application guidelines issued by the B.L1. Start-up costs 28492 15671 123821 18520
our review. Chamber of Auditors of the Czech Republic. Those standards require B.l.2. Research and development
that the auditor plan and perform the audit to obtain reasonable as- E:i \S/Zlfa\évt;ilreeri He i(l)g ggi 112 1(1); lég 3(2)2 12% ;ig
We conducted our review in accordance with Auditing Standard 56 is- surance about whether the information included in the annual report o i g
sued by the Chamber of Auditors of the Czech Republic. This standard describing matters that are also presented in the financial statements E':'g' g‘gﬁd"‘.’l'q"tan bie Fixed asser
requires, that we plan and perform the review to _obtain mod_erate as- is, inall material_ respects, consis_tent vv_ith the relevant ﬁnar_lcial sta- Bl7 Intaﬁ:qlible ﬁ%edeas;(:ts ussgei Construction 21900 21900 37476
surance as to whether the related party transactions report is free of ~ tements. We believe that our audit provides a reasonable basis for our BIlS. Prepayments for intangible fixed assets
material factual misstatements. A review is limited primarily to inqui- opinion. B.1I. Tangible fixed assets 26 809 752 14147 045 12662707 12122918
ries of Company personnel and analytical procedures and examinati- B.II.1. Land 81240 81240 113034
£ on, on a test basis, of the factual accuracy of information, and thus  In our opinion, the information included in the annual report of the B.IL.2. structures 1158196 558 690 599 506 527685 £
g provides less assurance than an audit. We have not performed anau-  Company is consistent, in all material respects, with the financial sta- g'”'i' ]'D”edrg’r']‘:#;llcnrqoovsab'e assets and sets of movable assets 19624 248 12434 898 7189 350 6477642 g
— dit of the related party t_ransactions report and, accordingly, we do tements referred to above. BIIS Breeding andpdrauqhtanimals —
o not express an audit opinion. B.IL.6. Other tangible fixed assets 48 48 48 .
g InPragueon1june 2011 B.Il.7. Tangible fixed assets under construction 95182 95182 101 379 g
o Nothing has come to our attention based on our review thatindicates  Audit firm: Statutory auditor: B.IL.8. Prepayments for tangible fixed assets 239427 239427 71082 I
£ that the information contained in the related party transactions re-  Deloitte Audit s.r.0. Vaclav Loubek E-”F- \’szlgactlhcﬁpeﬂ'tﬂ;__i:gfr‘]cc?a?gsascefilsi'red assets > %é ‘z‘éé 1153457 4 ‘l‘gg ggg 4 822 (3332 £
K port Of CllfD Carglo, a.'s'for theyearended 31 December 2010 contains /ﬁdév'é B.IIL1. Equity investments in subsidiaries 85264 85264 41984 K
material factual misstatements. B.1II.2. Equity investments in associates 31543 31543 24 344
B.III.3. Other securities and investments
certificate no. 79 certificate no. 2037 B.111.4. Loans and borrowings - controlling entity, substantial influence 18 064 18 064
B.IIL.5. Other non-current financial assets 337 337
B.III6. Acquisition of non-current financial assets
B.1II.7. Prepayments for non-current financial assets
C. Current assets 2344 328 72522 2271 806 2937789
C.l. Inventories 118981 118981 141 680
Cl.1 Material 118981 118981 141 680
C.1.2 Work in progress and semifinished goods
C.1.3. Products
C.1.4. Animals
C.1.5 Goods
C.1.6 Prepayments for inventory
C.ll Long-term receivables 10724 10724 39 380
Cll.1 Trade receivables 24181
C..2 Receivables - controlling entity
C.11.3. Receivables - substantial influence 10098 10098 14400
C.11.4. Receivables from partners and association members
C.IL.5 Long-term prepayments made 626 626 621
C.I1.6 Estimated receivables
C.I.7 Other receivables 178




C.I.8. Deferred tax asset 31.12.2010 31.12.2009

C.II. Short-term receivables 1978129 72522 1905607 2561078 TOTAL LIABILITIES & EQUITY 15652478 15671 635
C.I.1. Trade receivables 1466603 72522 1394081 1752066 A. Equity 7 966 756 8 230 296
C.II1.2. Receivables - controlling entity 306 000 A.l Share capital 8494 000 8 800000
C.111.3. Receivables - substantial influence 13087 13087 9600 A.ll. Share capital 8494 000 8800000
C.l.4 Receivables from partners and association members A.l.2. Treasury shares and holdings (-)
C.III.5. Social security and health insurance contributions A.l.3 Changes in share capital
C.IIl.6. State - tax receivables 69932 69932 11393 A.ll. Capital funds 26142 -484 634
C.II.7. Short-term prepayments made 60116 60116 59186 AllLl Share premium 138540 138540
S — ot T — Y — 1 — —
C.IV' - Current Ainancial assets 336 494 336 494 195 651 A.ll.3. Gains or losses from therevaluat!on of assets and ||ab||_|t|es -112 398 -623174
o A.ll.4 Gains or losses from the revaluation upon transformations
C.IV.1. Cash on hand 2376 2376 2195 AL Statutory funds 204110 245313
C.IV.2. Cash at bank 234118 234118 193456 Alll.l Statutory reserve fund / Indivisible fund 60653 60653
C.IV.3. Short-term securities and investments Alll2. Statutory and other funds 143457 184 660
C.Iv.4. Acquisition of current financial assets A.IV. Retained earnings -330383 97331
D. . Other assets 335506 335506 310014 A.IV.1. Accumulated profits brought forward 97 331 97331
D.I.1. Deferrled gx?enszs 333444 333444 310014 AV.2. Accumulated losses brought forward -427 714
D.l.2. Comp ex deferred expenses AV. Profit or loss for the current period (+-) -427 113 -427 714
D.I.3 Accrued income 2062 2062 B. Liabilities 7 618 767 7409147
B.l. Reserves 293945 41 659
B.l.1 Reserves under special legislation
";_' B.I.2. Reserve for pensions and similar liabilities ";'_'
] B.l.3. Income tax reserve (1]
o B.l.4 Other reserves 293945 41659 o
l'_U B.II. Long-term liabilities 1603952 2331377 TU
—— B.II.1 Trade payables ——
E B.II.2 Payables - controlling entity g
o B.II.3 Payables - substantial influence o]
c B.1l.4 Payables to partners and association members -
.II B.1I.5. Long-term prepayments received 89957 163044 II
B.Il.6. Bonds issued
B.1I.7 Long-term bills of exchange to be paid
B.II.8 Estimated payables
B.I1.9. Other payables 1092116 1864999
B.11.10. Deferred tax liability 421 879 303334
B.III. Short-term liabilities 3495496 3989828
B.IIIL1 Trade payables 2532439 2595909
B.III.2 Payables - controlling entity
B.11I.3 Payables - substantial influence
B.II1.4. Payables to partners and association members
B.III.5. Payables to employees 292536 283783
B.lIIl.6 Social security and health insurance payables 125232 123391
B.III.7 State - tax payables and subsidies 42 685 246 605
B.III.8 Short-term prepayments received 78737 136135
B.III.9. Bonds issued
B.II.10. Estimated payables 276522 217127
B.IIL11. Other payables 147 345 386 878
B.IV. Bank loans and borrowings 2225374 1046 283
B.IV.1. Long-term bank loans
B.IV.2 Short-term bank loans 1412 257 32783
B.IV.3. Short-term borrowings 813117 1013500
C. 1. Other liabilities 66 955 32192
C.l1 Accrued expenses 63479 30035
C.l.2 Deferred income 3476 2157




Profit and loss account structured by the nature of expense method. Ql. -due -2054 5834

H Q2. - deferred 11075 43498
Year endeq 31.12. 2010 (In CZK thousand) . Profit or loss from ordinary activities -427 113 -437 206
CD Cargo, a.s., ICO 28196678, Jankovcova 1569, 170 00 Praha 7 X1 Extraordinary income 9737
) ) R. Extraordinary expenses 245
Period to Period to : s
31 12 2010 31 12 2009 21 I_ngﬁgne tax on extraordinary activities
. Sales offgoo?js o S5 “deferred
’i‘ g?;;ss Omgcr)girf 50 = Extrafordifnahry pr?ﬁt ?ﬁr Iosls o5 9492
L T. Transfer of share of profit or loss to partners (+/-
L Production . L el e Profit or loss for the current period (+/-) -427 113 -427 714
I.1. Sales of own products and services 14120917 13271743 waa Profit or loss before tax -418 092 -378 382
11.2. Changeininternally produced inventory
11.3. Own work capitalised 96 462 52954
B. Purchased consumables and services 8490582 7 698 363
B.1. Consumed material and energy 2455615 2150243
B.2. Services 6034967 5548120
+ Added value 5726 797 5626 334
C. Staff costs 4706577 4956148
C.1. Payroll costs 3416479 3651118
C.2. Remuneration to members of statutory bodies 6839 5332
C.3. Social security and health insurance costs 1082204 1090008
i C.4. Social costs 201 055 209 690 -
- D. Taxes and charges 2 806 4669 [
1] E. Depreciation of intangible and tangible fixed assets 1110894 1076318 1]
o 1. Sales of fixed assets and material 311211 1312321 o
o 1.1, Sales of fixed assets 291158 1256730 s
v 11.2. Sales of material 20053 55591 O
c F. Net book value of fixed assets and material sold 192 440 962 384 c
] F.1. Net book value of sold fixed assets 181659 954614 '
c F.2. Book value of sold material 10781 7770 c
'|I G. Changein reserves and provisions relating to operating activities and complex deferred expenses 262995 -15454 |I
IV. Other operating income 276 249 183495
H. Other operating expenses 163384 130526
V. Transfer of operating income
l. Transfer of operating expenses
# Operating profit or loss -124 839 7 559
VI. Proceeds from the sale of securities and investments
). Cost of securities and investments sold
VII. Income from non-current financial assets 4886 10250
VII.1. Income from subsidiaries and associates
VII.2. Income from other non-current securities and investments
VII.3. Income from other non-current financial assets 4886 10250
VIII. Income from current financial assets
K. Costs of financial assets
IX. Income from the revaluation of securities and derivates 8 550 1
L. Costs of the revaluation of securities and derivates 216972 376087
M. Change in reserves and provisions relating to financial activities
X. Interest income 3217 5093
N. Interest expenses 48 820 43218
XI. Other financial income 162146 157169
O. Other financial expenses 206 260 148 641
XII. Transfer of financial income
P. Transfer of financial expenses
# Financial profit or loss -293 253 -395433

Q. Income tax on ordinary activities 9021 49332
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Statement of changes in equity. Year ended 31. 12. 2010 (in CZK thousand)

CD Cargo, a.s., ICO 28196678, Jankovcova 1569, 170 00 Praha 7

Cash Flow statement. Year ended 31.12. 2010 (in CZK thousand)
CD Cargo, a.s., ICO 28196678, Jankovcova 1569, 170 00 Praha 7

Period to 31.12. 2010

Period to 31.12. 2009

Accumulated Accumulated Profitor
Statutory profits losses loss for the
and other Statutory brought brought current TOTAL
Share capital Capital funds funds reserve funds forward forward period EQUITY
Balance at 31 December 2008 8 800 000 -901 561 80522 303 264 8 282 225
Allocation to the reserve funds 60653 -60 653
Distribution of profit or loss 97 331 -97 331
Revaluation of non-current financial 9815 9815
assets
Changg of fair value of hedging 521977 521977
derivatives
Cha}nggln deferred tax on financial 114 865 114 865
derivatives
Creation of the social fund 145280 -145 280
Use of the social fund -41142 -41142
Profit or loss for the current period -427 714 -427 714
Balance at 31 December 2009 8 800 000 -484 634 184 660 60 653 97 331 -427 714 8 230 296
Allocation to the reserve funds -427714 427714
Distribution of profit or loss -306 000 -306 000
Revaluation of non-current financial 13486 13486
assets
Change of fair value of hedging
derivatives 604760 604 760
Change in deferred tax on financial 107 470 107 470
derivatives
Creation of the social fund
Use of the social fund -41 203 -41 203
Profit or loss for the current period
Profit or loss for the current period -427 113 -427 113
Balance at 31 December 2010 8494 000 26142 143 457 60 653 97 331 -427 714 -427 113 7 966 756

P. Opening balance of cash and cash equivalents 195 651 243984
Cash flows from ordinary activities
Z. Profit or loss from ordinary activities before tax -418 092 -387 874
Al. Adjustments for non-cash transactions 1366627 748 447
A.l.1l. Depreciation of fixed assets 1110894 1076318
Al.2. Change in provisions and reserves 262 996 -15454
A.l.3. Profit/(loss) on the sale of fixed assets -109 499 -302116
Al.4. Revenues from dividends and profit shares -4 886 -10 250
A.1.5. Interest expense and interest income 45603 38125
A.1.6. Adjustments for other non-cash transactions 61519 -38176
A.* Net operating cash flow before changes in working capital 948 535 360573
A.2. Change in working capital 471457 287 464
A2.1. Change in operating receivables and other assets 290312 320541
A2.2. Change in operating payables and other liabilities 160451 -54124
A.2.3. Change in inventories 20695 21047
A.2.4. Changein current financial assets
A Net cash flow from operations before tax and extraordinary items 1419992 648 037
A.3. Interest paid -48 820 -43218
A4, Interest received 3217 5093
A.5. Income tax paid from ordinary operations -46116 -71125
A6. Receipts and expenditures relating to extraordinary activities 9492
A7. Received dividends and profit shares 4886 10250
A Net operating cash flows 1333160 558 529
Cash flows from investing activities
B.1. Fixed assets expenditures -2 251492 -2098767
B.2. Proceeds from fixed assets sold 291158 1256730
B.3. Loans provided to related parties
B.#** Net investment cash flows -1 960 334 -842 037
Cash flow from financial activities
C.1. Change in payables from financing 709220 276 317
C.2. Impact of changes in equity -41 203 -41142
C.2.1. Cash increase in share capital
C.2.2. Capital payments to partners
C.2.3. Other cash contributions made by partners
C.2.4. Settlement of loss by partners
C.2.5. Payments from capital funds -41 203 -41 142
C.2.6. Dividends paid
e Net financial cash flows 668 017 235175
F. Net increase or decrease in cash and cash equivalents 40 843 -48 333
R. Closing balance of cash and cash equivalents 236 494 195 651
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General information

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 in-
vestment 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 2009, the Company’s reported share capital of CZK
8,800,000 thousand which was fully paid in. The sole shareholder ac-
ting in the capacity of the General Meeting issued a resolution on the
decrease of the Company'’s share capital of CZK 306,000 thousand on
2 June 2009. The share capital decrease was recorded in the Register
of Companies on 5 January 2010. As of 31 December 2010, the share
capitalamounted to CZK 8,494,000 thousand.

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

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

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

® Local

B Export

® Import

& Transit

Pursuant to the structure referred to above, it is appropriate to structu-
re principal activities by commaodities, i.e. by the nature of transported
goods with respect to capacity requirements, requirements for vehic-
les, 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 transportati-
on of shipments using intermodal transportation units, predomi-
nantly containers

® Automotive
® Transportation of other non-classified commodities

Principal business activities are supported by four standard products

of other business activities. These focus on the provision of specificac-

tivities separate from the principal activities in terms of process:

® Operation of and transport on non-public railways — railway si-
dings

® Shipmentand logistical services — predominantly logistics solution
for transportation of shipments

® Lease and other management of motor vehicles

® Lease and other management of wagons

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

® Representation in customs proceedings

Operation of customs warehouses

Storage of goods and handling of cargo

Road freight transportation

Safety advisory for the transportation of dangerous goods

As part of its business activities, the Company, in its role as transpor-
ter, operated almost 1,022 tariff points with dispatching authority for
transportation of wagon loads and 1,274 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.

Relationship with SZDC

The costs incurred in relation to Sprava Zelezni¢ni dopravni cesty, s.0.
predominantly include the fees for the allocation of capacity and use
of the railway route in the years ended 31 December 2009 and 2010. In
the year ended 31 December 2009, these costs also included the pur-
chases of traction electricity. In the year ended 31 December 2010,
traction electricity was purchased through Ceské drahy, a.s. The costs
for the years ended 31 December 2009 and 2010 are disclosed in Notes
4.19and 4.20.

The income of the Company predominantly includes compensation
for increased costs incurred as a result of traffic closures. The inco-
me for the years ended 31 December 2009 and 2010 is disclosed in
Note 4.22.

As of 31 December 2010, the Company records receivables from,
and payables to, Sprava Zeleznicni dopravni cesty, s.0., the aggre-

gate value of which represents a net payable of CZK 540,318 thou-
sand (net of estimated payables) in the year ended 31 December
2010. In the year ended 31 December 2009, the aggregate net va-
lue of the receivables and payables represented a net payable of CZK
960,989 thousand.

The Company is conducting negotiations with Sprava Zelezni¢ni do-
pravni cesty, s.o. regarding the price of the purchased traction elec-
tricity during the 2009 reporting period. These negotiations have not
been completed as of the 2010 and 2009 balance sheet dates and the
Company accounted for the costs of consumed traction electricity at
the average price level of 2008 as of the 2009 balance sheet date. This
price is the minimum market price at the moment when the electrici-
ty was purchased.

Organisational Structure

The organisational structure is composed of divisions directly repor-
ting to the Chairman of the Board of Directors or divisional directors:
® Sales Director division

® Operations Director division

® Finance Director division

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

The internal organisation of the Company (principles of the organisa-
tional hierarchy, organisational structure, principal management sys-
tem and authorities of organisational structure units including the re-
sponsibility and authority of managers) is determined in the Organi-
sational Policy of CD Cargo, a.s.

Group Identification

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

Statutory Bodies of the Company
The sole owner of the Company is Ceské drahy, a.s., which acts as
the Company's general meeting, the supreme body of the Company,

in the capacity as the sole shareholder of the Company. The statuto-
ry body of the Company is the four-member Board of Directors, the
supervisory body is the six-member Supervisory Board. The advisory
and initiative body is the three-member Administration Board, the
members of which are appointed by the general meeting pursuant
to the proposal of the Czech Republic — the Transportation Minist-
ry. 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 2010:
Board of Directors of CD Cargo, a.s.

® JifiVodicka, Chairman of the Board of Directors

®m )ifi Spicka, Member of the Board of Directors

® Milan Matzenauer, Member of the Board of Directors
® PetrBazger, Member of the Board of Directors

On 16 June 2010 and with effect from the same date, Ceské drahy,
a.s., as the sole shareholder of the Company, acting in the capacity
of the general meeting, recalled Josef Bazala as Chairman and mem-
ber of the Board of Directors, and Vaclav Andrysek, Rodan Senekl and
Bogdan Heczko as members of the Board of Directors. Petr Zaluda,
Michal Nebesky and Milan Matzenauer were appointed as new mem-
bers of the Board of Directors.

At the extraordinary meeting of the Board of Directors held on 16 June
2010, Petr Zaluda was appointed Chairman of the Board of Directors.

On 25 June 2010, Ceské drahy, a.s., as the sole shareholder of the
Company, acting in the capacity of the general meeting, appointed
Petr Bazger as a member of the Board of Directors.

On 24 August 2010, Ceské drahy, a.s., as the sole shareholder of the
Company, acting in the capacity of the general meeting, recalled Petr
Zaluda from the position of a member of the Board of Directors as of
25 August 2010 at his own request. As of 25 August 2010, Ceské dra-
hy, a.s. appointed Jifi Vodicka to the position of a member of the Bo-
ard of Directors.

At the 72nd meeting of the Board of Directors held on 25 August 2010,
Jifi Vodicka was appointed Chairman of the Board of Directors.

On 7 September 2010, Ceské drahy, a.s., as the sole shareholder of the
Company, acting in the capacity of the general meeting, recalled Mi-
chal Nebesky from the position of Chairman of the Board of Directors
as of 8 September 2010 at his own request. On 8 September 2010,
Ceské drahy, a.s. appointed Jifi Spi¢ka to the position of a member of
the Board of Directors.
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At the 84th meeting of the Board of Directors held on 14 December
2010, Petr Bazger resigned as a member of the Board of Directors
with effect from 31 December 2010.

Supervisory Board of €D Cargo, a.s.

B PetrZaluda, Chairman of the Supervisory Board

® Radek Nekola, Member of the Supervisory Board

& Jindfich Nohal, Member of the Supervisory Board

® Michal Nebesky, Member of the Supervisory Board

® Milan Spacek, Member of the Supervisory Board

® Miroslav Zamecnik, Member of the Supervisory Board

On 16 June 2010 and with effect from the same date, Ceské drahy,
a.s., as the sole shareholder of the Company, acting in the capacity of
the general meeting, recalled Michal Nebesky as a member of the Su-
pervisory Board.

On 22 June 2010, Ceské drahy, a.s., as the sole shareholder of the
Company, acting in the capacity of the general meeting, appointed
Miroslav Zzamecnik as a member of the Supervisory Board.

On 24 August 2010, Ceské drahy, a.s., as the sole shareholder of the
Company, acting in the capacity of the general meeting, recalled OI-
dfich Vojif as a member of the Supervisory Board as of 25 August 2010
at his own request. As of 25 August 2010, Ceské drahy, a.s. appointed
Petr Zaluda as a member of the Supervisory Board.

On 7 September 2010, Ceské drahy, a.s., as the sole shareholder of the
Company, acting in the capacity of the general meeting, recalled Libor
Jouklas a member of the Supervisory Board as of 8 September 2010 at
his own request. On 8 September 2010, Ceské drahy, a.s. appointed
Michal Nebesky as a member of the Supervisory Board.

At the 21st meeting of the Supervisory Board held on 5 October 2010,
Petr Zaluda was appointed Chairman of the Supervisory Board.

Administration Board of €D Cargo, a.s.

® Martin Sykora, Chairman of the Administration Board
® )ifi Franc, Member of the Administration Board

® Jakub Kopfiva, Member of the Administration Board

At the 15th meeting of the Administration Board held on 15 Febru-
ary 2010, Petr Zaluda was appointed Chairman of the Administrati-
on Board.

On 21 May 2010, the term of office of a member of the Administration
Board, Petr Vlasak, expired.

On 16 June 2010 and with effect from the same date, Ceské drahy,
a.s., as the sole shareholder of CD Cargo, a.s., acting in the capacity
of the general meeting, recalled Petr Zaluda as a member of the Ad-
ministration Board.

On 14 September 2010, Ceské drahy, a.s., as the sole shareholder of
CD Cargo, a.s., acting in the capacity of the general meeting, recal-
led Roman Bocek as a member of the Administration Board as of 15
September 2010 at his own request. As of 15 September 2010, Ces-
ké drahy, a.s. appointed Martina Sykora, Jifi Franc, and Jakub KopFiva
members of the Administration Board pursuant to the proposal of the
Czech Republic — Ministry of Transportation.

At the 18th meeting of the Administration Board held on 29 Septem-
ber 2010, Martin Sykora was appointed Chairman of the Administra-
tion Board.

Audit Committee of €D Cargo, a.s.

® OldFich Vojif — Chairman of the Audit Committee

® Miroslav Zamec&nik — Member of the Audit Committee
® Libor)oukl — Member of the Audit Committee

At the first meeting of the Audit Committee held on 18 February
2010, OldFich Vojif was appointed Chairman of the Audit Committee.
No other changes were made in this body during the reporting period.

Accounting policies and general accounting
principles

The financial statements are prepared and presented in accordan-
ce with Accounting Act 563/1991 Coll., as amended, and Regulation
500/2002 Coll., as amended, which provides implementation gui-
dance on certain provisions of Accounting Act 563/1991, as amen-
ded, for reporting entities that are businesses maintaining double-
entry accounting records, and Czech Accounting Standards for Bu-
sinesses.

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 Note 3.4, the accruals principle, the pru-
dence concept and the going concern assumption.

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

Reporting Period

The financial statements of the Company as of 31 December 2010 are

prepared as follows:

B The balance sheet contains comparative information as of 31 De-
cember 2009

® The profit and loss account contains comparative information for
the year ended 31 December 2009

® The statement of changes in equity contains comparative infor-
mation as of 31 December 2009 and 31 December 2008

B The cash flow statement contains comparative information for
the year ended 31 December 2009

Summary of significant accounting policies

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 (tan-
gible 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, asses also include assets with an acquisition cost lower
than CZK 40 thousand.

Land acquired priorto 1992 and invested as part of the non-cash invest-
ment is stated at a value prescribed by the regulation issued by the Fi-
nance 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. The acqui-
sition cost includes interest on loans provided to fund the acquisition
of assets before commencement of their use and other costs attribu-
table to their acquisition.

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

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

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

Theliabilities 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 estimated useful economic lives of the fixed assets. The es-
timated useful economic lives for the major categories of assets are
as follows:

Depreciation Number of

method years/ %

Buildings Straight line 20-50/5-2%
Structures Straight line 20-50/5-2%

Locomotives (part of locomotives
without components)

Wagons (part of wagons without
components)

Machinery and equipment

Straight line 20-25/5-4%

Straightline 30/3.33%

Straightline 8-20/12.5-5%
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Extended Useful Lives of Wagons

As part of accounting closing procedures which involve assessing
the established useful lives of assets, the useful lives of wagons were
changed. This change was implemented following a detailed analysis
performed by the Maintenance and Repairs of Railway Vehicles De-
partment, with effect from 1 January 2010.

The change in useful lives includes the extension of the remaining
useful lives of wagons by five years in order to extend the overall use-
ful lives of wagons to 30 years from the originally considered 25 ye-
ars. As such, the useful lives of newly purchased wagons will be set
at 30 years.

The useful lives of wagons that were modernised prior to 1 January
2010 were set at 20 years from the modernisation date.

As this is a change of estimate, depreciation for accounting purposes
changed from 1 January 2010 prospectively.

Useful lives of other assets did not change pursuant to the analysis.

Change in the Policy of Accounting for Components

As disclosed in Note 3.20. Changes in Accounting Policies, the Compa-
ny changed the policy of accounting for significant repairs that are re-
peated onaregular basis in pre-determined cycles as of 1 January 2010.
The change in the accounting policy is made in line with Section 56 of
Regulation No. 500/2002 Coll., which newly establishes and adjusts
the method of the component depreciation of assets. Pursuant to an
analysis, the Company identified repairs that comply with the definiti-
on for an inspection of fault occurrence as listed in Section 56 (2) of Re-
gulation No. 500/2002 Coll., thereby meeting the ‘component’ defini-
tion. According to Section 56 (2) of Regulation No. 500/2002 Coll., the
component is an inspection of fault occurrence for which the valuati-
on 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 56, (3) or (5) of Regulation No. 500/2002
Coll., the Company depreciates the component during the use sepa-
rately from other components and from the remaining part of assets
or aset of assets.

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

® Wagons with the speed lower than 120 km/hour ............. 2 years
® \Wagons with the speed lower than 100 km/hour ............. 6 years
® \Wagons with short spring carriers .........cocooevieeeiiiiiiiinnnn. 4 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 indivi-
dual components or groups of assets.

Assets held under finance leases are depreciated by the lessor.

Technical improvements on leasehold tangible fixed assets are depre-
ciated on a straight line basis over the shorter of the lease term or the
estimated useful life.

The gain or loss arising on the disposal or retirement of an asset is de-
termined 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.

The valuation difference on acquired assets is composed of a positi-
ve or negative 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 isamor-
tised to expenses onastraight line basis over 180 months from the ac-
quisition of the business or part thereof or from the effective date of
transformation.

Intangible Fixed Assets

Intangible fixed assets include assets with an estimated useful life gre-
ater than one year and an acquisition cost greater than CZK 60 thou-
sand on an individual basis.

Intangible fixed assets are carried at cost. The logo of the Company is
also 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 Number of

method years/%

Research and development Straight line 3/333%
Software Straightline  5-8/12,5-30%
Valuable rights Straight line 6/16.7%
Other intangible fixed assets Straight line 6/16.7%

Start-up Costs
Start-up costs include expenses relating to the formation of the Com-

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

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

Non-Current Financial Assets

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

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

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

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

Investments in enterprises in which the Company is in a position to
exercise significant influence over their financial and operating poli-
cies so as to obtain benefits from their operations are treated as ‘Equi-
ty investments in associates.

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

Derivative Financial Transactions

The Company designates derivative financial instruments as either

trading or hedging. The Company'’s criteria for a derivative instrument

to be accounted for as a hedge are as follows:

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

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

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

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

Derivative financial instruments are carried at fair value at the balan-
ce sheet date. In determining the fair value, the Company used a rea-
sonable estimate.

The fair value of financial derivatives is determined as the present va-
lue of expected cash flows arising from these transactions. The pre-
sent value is established on the basis of common market-recognised
models. Parameters identified on an active market such as foreign ex-
change 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 derivatives. The Company uses the cash flow hedge method.

A cash flow hedge is a hedge of the exposure to variability in cash
flows that is attributable to a particular risk associated with a le-
gally enforceable contract, a forecasted future transaction, groups
of assets, groups of liabilities, legally enforceable contracts or fo-
recasted future transactions with similar characteristics where the
same type and category of risk is the subject of the hedge. Gains or
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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 pe-
riod in which the income or expenses associated with the hedged
item are recognised. In circumstances where this takes places be-
fore the maturity of the derivative, this derivative is internally clas-
sified 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 transactions at the measu-
rement date.

Inventory

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

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

Inventory is issued out of stock at costs determined using the weigh-
ted arithmetic average method.

Inventory identified during the stock count and previously unrecorded
in the accounting 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 as-
signed a percentage indicating the estimated temporary impair-
ment due to the likelihood of this inventory not being usable for
the Company'’s internal purposes or being disposed of at a price
lower than cost.

Receivables
Upon origination, receivables are stated at their nominal value. Rece-
ivables acquired through assignment are carried at cost.

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

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

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

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

Loans

Loans are stated at their nominal value. The portion of long-term
loans maturing within one year from the balance sheet date is in-
cluded in short-term loans. Borrowing costs arising from loans at-
tributable 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 reco-
gnised in the profit and loss account in the period in which they are
incurred.

Equity

As of the Company’s formation date on 1 December 2007, the invest-
ment in the Company consisted of the part of business of Ceské dra-
hy (set of tangible and intangible assets, and staff components of bu-
siness 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 predomi-
nantly include thefair value of hedging derivatives and the value of re-
valuation of non-current financial assets using the equity method of
accounting.

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

Reserves

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

Thereserveforapotentialimpact of legal disputes is recognised based
on an estimate of the anticipated results of ongoing legal disputes.

The reserve for outstanding vacation days is established on the basis
of a reasonable estimate as equal to the estimated future cash out-
flows triggered by the use of vacation days that remained outstan-
ding at the year-end.

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

The reserve for complaints in freight transportation is created
using a reasonable estimate of the amount of anticipated future
cash outflows.

Foreign Currency Translation

Transactions denominated in foreign currencies are recorded at the fi-
xed exchange 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 de-
nominated in foreign currencies are translated at the exchange rate of
the Czech National Bank ruling as of that date.

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

Finance Leases

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

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

Contractual Fines and Default Interest

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

Taxation

Depreciation of Fixed Assets for Tax Purposes

Depreciation of fixed assets is calculated using the straight line me-
thod for tax purposes.

Current Tax Payables

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

state administrative bodies, exist, the income tax payable reported in
the Company'’s financial statements may change based on the ultima-
te opinion of the tax authorities.

Deferred Tax

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

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

Impairment

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

Government Grants

Grants received to offset costs are recognised as other operating and
financial income over the period necessary to match them with the
related costs. Grants received to acquire tangible and intangible fixed
assets and technical improvements and grants towards interest ex-
penses added to the cost are deducted in reporting their cost or inter-
nal cost.

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

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

Use of Estimates
The presentation of financial statements requires management to
make estimates and assumptions that affect the reported amounts
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of assets and liabilities at the balance sheet date and the reported
amounts of revenues and expenses during the reporting period. Ma-
nagement of the Company has made these estimates and assumpti-
ons on the basis of all the relevant information available to it. Never-
theless, pursuant to the nature of estimates, the actual results and
outcomes in the future may differ from these estimates.

Extraordinary Expenses and Income

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

Changes in Accounting Policies

Component Depreciation

The Company changed the policy of accounting for significant repairs
that are repeated on a regular basis in pre-determined cycles as of 1 Ja-
nuary 2010.The changein theaccounting policy is made in line with Se-
ction 56 of Regulation No. 500/2002 Coll., which newly establishes and
adjusts the method of the component depreciation of assets. Pursuant
toananalysis, the Company identified repairs that comply with the de-
finition for an inspection of fault occurrence as listed in Section 56 (2)
of Regulation No. 500/2002 Coll., thereby meeting the'component’ de-
finition. According to Section 56 (2) of Regulation No. 500/2002 Coll.,
the componentis aninspection of fault occurrence for which the valua-
tion amount s 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.

The principal objective of this change is to make the matching of costs
and income more accurate, as it is apparent that the effects arising
from the costs incurred in the inspection of fault occurrence flow to
the Company in the following period and to additionally minimise the
differences between Czech Accounting Standards and International
Financial Reporting Standards where significant repairs are capitali-
sed at the moment of origination and depreciated pursuant to anti-
cipated useful lives. The application of this policy before 31 December
2009 under which all costs arising from the inspection of fault occur-
rence of wagons are recognised as repairs when realised has a nega-
tive impact on the profit of the relevant reporting period. The adopti-
on of the component depreciation approach provides a more accura-
te presentation of the matching of expenses and income as stipulated
in Section 3 (1) of the Accounting Act.

In accordance with the Regulation referred to above, specifically the
materiality principle, the Company determined the component for
wagons and traction vehicles.

Component in Wagons

In accordance with Section 64 of Regulation No. 173/1995 Coll.,
whereby the Railway Transportation Rules are issued, as amended,
wagons are subject to regular technical inspections. In accordan-
ce with Appendix No. 5 to this Regulation, the below listed types of
wagons are subject to inspections at the following intervals:

® Wagons with the speed lower than 120 km/hour ............. 2 years
® \Wagons with the speed lower than 100 km/hour ............. 6 years
® \Wagons with short spring carriers ........ccccoooeveeiieiiiiinnnnn. 4 years

The scope of the inspection is stipulated in Appendix No. 6 to the
Regulation referred to above. The completed inspection in the sco-
pe of an inspection repair under Regulation KVs5-B-2010 guarante-
es the operability and safety of wagons for another interval until the
following inspection. After the expiry of the interval, it is necessa-
ry to make another inspection. Without completing another inspe-
ction and other potential necessary relating repairs under Regulati-
on KVs5-B-2010, the wagons cannot be operated. In general, the in-
spection involves gauging parts or testing the functioning of compo-
nents providing for safety and functionality. Examples include wheel
sets, switchboards, arrester distance holders, wagon springs, springs,
traction gear, screw couplings, buffer gear, geometry of the car under-
body, chassis frame, body and cargo space tightness, etc.

Based upon the analysis and in accordance with Section 56 of Regu-
lation No. 500/2002 Coll. the Company determined that the compo-
nent for wagons, including tank wagons, represents a regular techni-
cal inspection.

Component in Traction Vehicles

Based on an analysis similar to that undertaken in respect of wagons,
the Company determined that the component for traction vehicles re-
presents a majorand a general repair.

The major repair is a periodical repair carried out under Guideline
KVs1-B-2009 according to the determined scope. The determined sco-
pe focuses on the inspection, repairs and exchange of all worn parts of
the vehicle.

The general repair is a periodical repair carried out under Guideline
KVs1-B-2009 according to the determined scope. The determined sco-
pe focuses on the inspection, repairs and exchange of all parts of the
vehicle that are worn out most rapidly. For electrical vehicles, the sco-
pe includes primarily parts of undercarriage; for motor vehicles, it ad-
ditionally includes combustion engines. The frequency of repairs is de-
termined reflecting mileage. For this reason, the frequency of repairs
forindividual traction vehicles differs.

Initial Measurement of Components

The technical inspection in the scope of a review repair under Guideli-
ne KVs5-B-2010 in wagons may be carried out by an external supplier
or through the use of intracompany services. In the event of intracom-
pany services, the value of the component is measured at direct and
indirect costs. In the event of the performance by an external supplier,
the value of the component is measured at cost. The cost includes the
cost of acquisition of the component including all relating costs.

The major or general repair of traction vehicles is currently carried out
usually by an external supplier. For this reason, the value of the com-
ponentis measured at cost. The cost include the cost of acquisition of
the component including all relating costs. If the repair is carried out
using intracompany services, the value of the component is measured
atdirect and indirect costs.

Depreciation of Components

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

The depreciation of components is calculated from the price at which
the component is measured in the accounting books and records
upon the acquisition of the component, up to its amount.

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

® Wagons with the speed lower than 120 km/hour ............. 2 years
® \Wagons with the speed lower than 100 km/hour ............. 6 years
® \Wagons with short spring carriers .........cccooooeeeiiiiiiinnn. 4 years

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

Disposal of Components
If 2 new component is put into use, the original component at net
book value is disposed of and recognised in expenses.

Division of Total Measurement of Assets as of 1 January 2010 into the
Component and Remaining Value of Assets

In accordance with Section 56 (6) of Regulation No. 500/2002 Coll.,
the Company divided the total measurement of assets (structured as
gross, adjustment and net) into the part relating to components and
the part relating to the remaining part of assets. In accordance with
the Regulation, the total of net book values did not exceed the net
book value of all assets as of 1 January 2010.

For wagons, the value of the component was set for most of wagons
at CZK 0 as of 1 January 2010 as all expenses relating to technical in-
spections have been recognised in expenses of the reporting period
since the formation of the Company as of 1 December 2007. In the
past, these expenses did not increase the value of assets. Exceptions
included technical inspections carried out as part of the modernisati-
on of wagons. The modernisation of wagons always includes a techni-
cal inspection. Since the modernisation is treated as an improvement
on assets, the value of wagons that were modernised increased in the
past. For this reason, the total value of assets in these wagons was di-
vided into the value of the component and the remaining value of the
vehicles as of 1 January 2010.

In traction vehicles, the value of the major and general repairs since
the formation of the Company has been classified as a technical im-
provement and consequently increased the value of individual trac-
tion vehicles in the form of technical improvements. For this reason,
the expenses relating to the major and general repairs were classified
as components in the past and their net book value was calculated as
of 1 January 2010. In accordance with the Regulation, the net book
value of these repairs was assigned to the component and the remai-
ning part was assigned to the remaining value of the assets.

Impact of the Change in the Policy for the Year Ended 31 December 2010
As of 1 January 2010, the Company changed the policy of accounting
for significant repairs which are repeated regularly in pre-determined
cycles. The change in the accounting policy is made in line with Secti-
on 56 of Regulation No. 500/2002 Coll., which newly stipulates and
defines the method of component depreciation of assets.

The principal objective of this change is to make the matching of costs
and income more accurate, as it is apparent that the effects arising
from the costs incurred in the inspection of fault occurrence flow to
the Company in the following period and to additionally minimise the
differences between Czech Accounting Standards and International
Financial Reporting Standards where major repairs are capitalised at
the moment of origination and depreciated pursuant to anticipated
useful lives.
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Impact on the Profit and Loss Account for the Year Ended 31 December
2010 and the Balance Sheet as of 31 December 2010

The separation of the value of components at the beginning of 2010
was negatively reflected in the profit for 2010 in the form of increased
depreciation charges of CZK 100,683 thousand.

The addition to components in traction vehicles for the year ended
31 December 2010 negatively impacted the profit for 2010 in the form
of increased depreciation charges of CZK 4,115 thousand.

The addition to components in wagons for the year ended 31 Decem-
ber 2010 amounted to CZK 506,981 thousand. This amount positive-
ly impacted the profit for 2010 as this amount would have been clas-
sified as a repair under the original accounting treatment with an im-
mediate impact on the profit. The depreciation of these components
newly broughtinto use amounted to CZK 51,271 thousand which ne-
gatively impacted the profit for 2010.

Theimpacts on the profitand loss account referred to above were also
reflected in the balance sheet as of 31 December 2010 in the line“Indi-
vidual movable assets” in the identical amount.

Classification of Production Compensation

Production compensation with AWT SPEDI-TRANS s.r.o. in the year
ended 31 December 2010 is classified as services in profit and loss ac-
countlineitem B.2'Services’ This change was made following an ana-
lysis of the contractual arrangement with AWT SPEDI-TRANS s.r.o.
and complies with applicable accounting regulations and the princip-
le of the true and fair view of accounting transactions. In the prior re-
porting period, this compensation was classified as a decrease in the
Company's income in profit and loss account line item II. ‘Production’.

Cash Flow Statement

The cash flow statement is prepared using the indirect method. Cash
equivalentsinclude current liquid assets easily convertible into cashin
an amount agreed in advance. Cash and cash equivalents can be ana-
lysed as follows:

(CZK'000)

31 Dec 2010 31 Dec 2009

Cash on hand and cash in transit 2376 2195
Cash at bank 234118 193456
Total cash and cash equivalents 236 494 195 651

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

Additional information on the balance sheet and profit and loss account

Fixed Assets
Intangible Fixed Assets

COST (CZK'000)
Balance at Balance at Balance at

31 Dec 2008 Additions Disposals 31 Dec 2009 Additions Disposals Transfers 31 Dec 2010

Start-up costs 28492 0 0 28492 0 0 0 28492
Software 235153 52663 7014 280802 76 330 0 -56 687 300445
Valuable rights 4265 6100 0 10 365 47 252 0 56 687 114 304
Intangible FA under construction 75988 93955 82467 87476 80869 126 445 0 41900
Total 343898 152718 89481 407 135 204 451 126 445 0 485141
ACCUMULATED AMORTISATION (CZK'000)
Balance at Balance at Balance at

31 Dec 2008 Additions Disposals 31 Dec 2009 Additions Transfers 31 Dec 2010

Start-up costs 4274 5698 0 9972 5699 0 15671
Software 78 011 83457 2011 159457 40934 -24 274 176117
Valuable rights 780 2340 0 3120 18708 24274 46102
Total 83 065 91 495 2011 172549 65 341 0 237 890
NET BOOK VALUE (CzZK'000)
Balance at 31 Dec 2008 Balance at 31 Dec 2009 Balance at 31 Dec 2010

Start-up costs 24218 18520 12821
Software 157 142 121 345 124328
Valuable rights 3485 7 245 68 202
Intangible FA under construction 75988 87476 41900
Total 260 833 234 586 247 251

Intangible fixed assets predominantly include the logo of the Compa-
ny, formation yards information systems, SAP upgrade, the MS EA, IS
OPT licences and the central wagon navigation information system.

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

Start-up Costs

Start-up costs included capitalised expenses through date of the for-
mation of the Company of CZK 28,492 thousand; the amortisation
charge in the years ended 31 December 2010 and 2009 amounted to
CZK 5,698 thousand and CZK 5,698 thousand, respectively.
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Tangible Fixed Assets NET BOOK VALUE (CZK'000)
Balance at 31 Dec 2008 Balance at 31 Dec 2009 Balance at 31 Dec 2010
COST (CZK'000) Land 72616 113034 81 240
Balance at 31 Balance at 31 Balance at Buildings 440422 527685 599 506
Dec 2008 Additions Disposals Dec 2009 Additions Disposals Transfers 31 Dec 2010 Individual movable assets 6120844 6477642 7189350
Land 72616 40418 0 113034 3106 34900 81 240 - of which components 0 1096414 1657276
Buildings 955470 107 851 403 1062918 97144 2904 1038 1158196 - Machinery, equipment, furniture and fixtures 83071 101134 128 811
Individual movable assets 19040578 1832260 2022613 18850225 1544772 769711 -1038 19624248 - Vehicles 6035877 6 375066 7059590
- of which components 1573133 871328 95023 0 2349438 -Low value tangible assets 1896 1442 950
- Machinery, equipment, furniture 411522 34229 24629 421122 46934 47713 -1038 419305 Works of art , 19 48 48
and fixtures Tangible fixed assets under construction 120602 101 379 95182
- Vehicles 18603551 1798031 1992422 18409160 1497025 715781 943 19191 346 Prepayments fortangibleﬁxed assets 6490 71082 239427
-Low value tangible assets 25505 0 5562 19943 813 6217 -943 13597 Valuation difference on acquired assets 5206142 4832048 4457 954
Works of art 19 29 0 48 0 0 0 48 Total 11967 135 12122918 12 662 707
Igggt'azecg’éid assets under 120602 1957878 1977101 101379 1639872 1646069 0 95182
Prepayments for tangible fixed assets 6490 392938 328 346 71082 217627 49282 0 239427 ) ] . ] ) o )
- Valuation difference on acquired assets 5611411 0 0 5611411 0 0 0 5611411 During the reporting period, tangible fixed assets did not significant-  Prepayments made for tangible fixed assets amount to CZK 239,427 -
- Total 25807186 4331374 4328463 25810097 3502521 2502 866 0 26809752 ly decrease. Egaléiagfdtfsg jr} \Zehciirggfrgi? igr&ilensdlrgl_%a'sg EZﬁ:? gggomg moderni- =
o . . . : o
— Real estate predominantly includes buildings and land. Land and —
o) buildings exclude the assets forming the railway route which are Fixed Assets Pledged as Security ©
E ACCUMULATED DEPRECIATION (CZK'000) owned by the state. Als Sf 3dl Deceml?er 2010 and 2009, no assets of the Company were 'é
g Balance at 31 - ; Balance at 31 i : Balance at Vehicles predominantly include rail vehicles (locomotives, other rail Pledgedas security g
[ — Dec2008 Additions Disposals Dec2009 Additions Disposals Transfers 31 Dec 2010 vehicles) used for the operations of the railway freight trans'portation. Investment Grants [
Buu!dlmgs >15048 20493 308 535233 23230 162 389 558 690 These items are provisioned in the amount of the difference between In the years ended 31 December 2010 and 2009, the Company recei-
Individual movable assets 12823177 1544850 2028099 12339928 624 479 563 669 -389 12400 349 the accounting net book value and the estimated fair value (usually ved no investment grants.
-of which components 0 0 0 476719 232374 16931 0 692162 the net income from the sale or disposal of the assets) in the amount
'ag"daé:ézfg' equipment, furniture 328451 16 095 24558 319988 14080 43184 -389 290495 of CZK 34,549 thousand.
-Vehicles 12471117 1527786 1997464 12001439 610093 514426 101 12097 207 In the years ended 31 December 2010 and 2009, the Company ac-
-Low value tangible assets 23609 969 6077 18 501 306 6059 -101 12 647 quired tangible fixed assets recognised in expenses in the amounts of
Valuation difference on acquired assets 405 269 374 094 0 779363 374094 0 0 1153457 CZK 36,325 thousand and CZK 42,878 thousand, respectively. These
Total 13743494 1939437 2028407 13654524 1021803 563 831 0 1411249 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.
PROVISIONS (CZK'000)
Balance at Balance at Balance at
31 Dec 2008 Additions Disposals 31 Dec 2009 Additions Disposals 31 Dec 2010
-Vehicles 96 557 32655 96 557 32655 34 549 32655 34 549

Total 96 557 32655 96 557 32655 34 549 32655 34 549
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Assets Held under Finance Leases

Non-Current Financial Assets

FINANCE LEASES (CzK'000)
Payments
Payables made at 31
Totallease Payments made assumed from Dec 2010 from Due in
Dateof Termin value(net toCD a.s.before CDasoflDec theinception following
Description inception months of VAT) 30 Nov 2007 2007 of the lease Due in 2011 years
Locomotive 709 .07 120 56220 5403 50817 22853 5410 27 956
Locomotive 753 XI11.08 120 1182440 143570 117 866 921 004
Locomotive 230 XI1.10 120 272268 0 0 42 382 23181 206 705
Wagons:
Sgnss 1.07 123 417520 27 884 389636 159339 41270 216911
Sgnss — Framework contract X.05 96 144722 40135 104 587 96 202 17 886 30634
Habbilnss XI11.05 96 851973 180953 671020 517 398 104 563 230013
zZacns V.06 96 79 343 15523 63820 46 885 9728 22729
Tadnss/Tadgnss V.06 96 285 864 50702 235162 162574 35062 88228
Sggmrss 907 X11.07 60 381 804 164 806 60313 156 684
Sggrss 807 VI1.08 60 709 064 241942 112010 355112
Zacns X.10 120 199852 2644 19982 177 226
ZNV 1145 pieces XI1.09 120 1476505 383005 121 500 972 000
Total 6 057 575 320 600 1515042 1983 599 668771 3405 203

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

Operating Leases

In the year ended 31 December 2009, the Company held cars under
operating leases. The aggregate amount of leases was CZK 74,347
thousand as of 31 December 2010. During 2010, instalments made
amounted to CZK 21,945 thousand. During 2009, instalments made

amounted to CZK 20,264 thousand.

amounted to CZK 4,185 thousand.

In August 2010, the Company concluded the contract for the lease of
computers (end equipment — desktops, laptops) with CD-Telemati-
ka, a.s. The total operating lease payments as of 31 December 2010

COST (CZK'000)
Cost Carrying value Carrying value
Balance at 31 Revaluation at Balance at Revaluation Balance at
Dec 2008 Additions Transfers 31Dec 2009 31Dec 2009 Additions at31Dec 2010 31 Dec 2010
Equity investments in 28442 2200 4068 7274 41984 36994 6286 85 264
subsidiaries
Equity investments in 25871 4068 2541 24 344 0 7200 31543
associates
Total 54 313 2200 0 9 815 66 328 36 994 13486 116 807
Equity Investments in Subsidiaries
YEAR ENDED 31 DECEMBER 2010 (CzK'000)
Valuation Valuation
at 31 Dec Ownership at 31 Dec
Name of the entity Registered office 2009 Revaluation percentage Equity Profit or loss 2010
Kaiserstrasse 60, 60 329
CD Generalvertretung GmbH Frankfurt am Main, Ger- 7 808 4252 100 12059 9371 12059
many
Koleje Czeskie Sp. z 0.0 Grzybowska nr 4, lok. 3, 5407 4979 100 10386 4773 10386
T 00-131Warsaw, Poland
CD - Generalvertretung Wien Rotenturmstrale 22/24,
GmbH 1010Vienna, Austria 7359 ~26 100 7332 2010 7332
Generalne zastupenie CD Cargo, Prlevozska 4/B, 821 09 Bra- 6159 246 100 6405 5150 6405
S.I.0. tislava
Terminal Brno, a.s. Eigodcl; terminalu 614/11, 1214 2374 66,94 53534 -1824 35834
CD-DUSS Terminal, a.s. ﬁ‘(’)og'zce' Lukavecka 1189, 3040 52 51 6062 117 3092
CDTranss.r.o. Leninova 22, 224005 Brest, 0 0 51 -448 0
Belarus
= _— Prague 1, Opletalova )
CD Logistics, a.s. 1284/37, 110 00 10997 843 56 18133 3770 10154
Total 41 984 6 286 85 264

*) - Information was not available as of the balance sheet date
- equity and profit or loss of the entity are preliminary unaudited figures
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YEAR ENDED 31 DECEMBER 2009 (CZK'000)
Valuation at Ownership Profitor Valuation at

Name of the entity Registered office 31 Dec 2008 Revaluation percentage Equity loss 31 Dec 2009

CD Generalvertretung GmbH ~ Kaiserstrasse 60, 60 329 10255 2447 100 7808 6485 7808
Frankfurtam Main, Germany

. . Grzybowska nr 4, lok. 3,

Koleje Czeskie Sp. zo.o. 00-131Warsaw, Poland 3284 2123 100 5407 2391 5407

CD — Generalvertretung Wien Rptenturmstfa[&e 22/24,1010 6387 972 100 7359 2499 7359

GmbH Vienna, Austria

Generalne zastlpenie CD Prle\{ozska 4/B, 82109 2284 3874 100 6159 4617 6159

Cargo, s.r.o. Bratislava

Terminal Brno, a.s. Brno, Kterminalu 614/11, 1213 1 60,5 2007 3 1214
619 00

CD-DUSS Terminal, a.s. i‘i‘(’)og'zce' Lukavecka 1183, 4136 -1096 51 5961 796 3040

EDTrans s.ro. Leninova 22, 224005 Brest, 883 883 51 0
Belarus

¢D Logistics, a.s. I;;aoggg 1, Opletalova 1284/37, 4068 4730 56 19638 8516 10997

Total 32510 7274 41 984

*) - Information was not available as of the balance sheet date

**) - The equity investment in CD Logistics, a.s. as of 31 December 2008 was reported in equity investments in associates.
The revaluation of CZK 4,730 thousand does not include CZK 2,200 thousand which represents an increase in the equity investment of 22 percent during 2009.

- Equity and profit or loss of the entity are preliminary unaudited figures

During the year ended 31 December 2009, CD Cargo purchased an ad-
ditional equity investment in CD Logistics, a.s. (22%).

On 11 November 2010, CD Cargo increased its equity investment in
Terminal Brno, a.s. through a non-cash investment of CZK 36,994
thousand to the aggregate equity investment of 66.94%.

Terminal Brno, a.s.

The company was formed on 20 December 2007 through a cash in-
vestment and recorded in the Register of Companies on 25 July 2008.
The share capital is CZK 2,000 thousand. The equity investment in
CD Cargo was 60.5 percent (i.e. CZK 1,210 thousand). With effect
from 11 November 2010, Terminal Brno, a.s. increased its share capi-
tal through a non-cash investment to CZK 55,350 thousand. The new
equity investment of CD Cargo is 66.94%. Principal activities include
storage of goods and handling of cargo (storage of shipments in the
combined transportation - containers, exchangeable superstructu-
res and road semi-trailers, technical activities in transportation). The
company has been dormant.

€D Logistics, a.s.

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

¢D-DUSS Terminal, a.s.

The company was recorded in the Register of Companies on 1 March
2007. The share capital amounts to CZK 4,000 thousand. The equity
investment of CD Cargo is 51 percent (i.e. CZK 2,040 thousand). The
company is engaged in operations of container terminals, including
additional services (road collection and distribution of shipments, re-
pairs stock-pile of load units).

CD Generalvertretung GmbH

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

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 sha-
re capital is PLN 100 thousand. CD Cargo is the sole owner. The com-
pany is engaged in the mediation of services in freight transportation
on behalf of and for CD Cargo, general representation, comprehensive
general information services for customers on the territory of Poland,
Lithuania, Latvia and Estonia.

CD - Generalvertretung Wien GmbH

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

Generalne zastapenie €D Cargo, s.r.o.

The company was formed on 4 August 2008 through a cash invest-
ment and recorded in the Register of Companies in Slovakia on
24 September 2008. The share capital is SKK 200 thousand. Since
5 September 2009, the share capital translated toEUR 6,639 has been
recorded in the Register of Companies. CD Cargo is the sole owner.
The company is engaged in business representation and mediation
services in transportation and services.

€D Trans s.r.o. (MOOO «4[] TpaHc» )

The company was formed on 4 February 2008 through a cash investment
and recorded in the Register of Companies in Belarus on 23 April 2008.
The share capital amounts to USD 100 thousand. The equity investment
of CD Cargo is 51 percent (i.e. USD 51 thousand). On 30 April 2010, the
owners changed following the sale of the equity investments of NH -
Trans, SE (25%) and Ceska vychodni, a.s. (24%) to Koleje Czeskie Sp. z 0.0.
(49%). The company is engaged in transportation and transport of cargo
including services in the Brest terminal. The company has been dormant.
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Equity Investments in Associates

YEAR ENDED 31 DECEMBER 2010 (CZK'000)
Valuation Valuation
at 31 Dec Ownership at 31 Dec

Name of the entity Registered office 2009 Revaluation percentage Equity Profit or loss 2010

BOHEMIAKOMBI, spol. s r.0. E;aoggg 1, Opletalova 6, PSC 3584 -1040 30 8478 -3499 2543

Ostravska dopravni Ostrava, Privoz, U Tiskarny

spolecnost, a.s. 616/9, PSC 702 00 20760 8240 20 145000 41 500 29000

Prague 5, Trnkovo nam. 3,

RAILLEX a.s. &p. 1112, PSC 152 00 0 0 50 -2 145 7710 0

Total 24 344 7 200 31543

- Equity and profit or loss of the entity are preliminary unaudited figures

YEAR ENDED 31 DECEMBER 2009 (CZK'000)
Valuation Valuation
at 31 Dec Ownership at 31 Dec

Name of the entity Registered office 2008 Revaluation percentage Equity Profit or loss 2009

BOHEMIAKOMBI, spol. s r.o. Tague . Opletalova 6, PSC 4949 1365 30 11945 4974 3584

Ostravska dopravni Ostrava, Privoz, U Tiskarny

spolecnost, a.s. 616/9, PSC 702 00 16 854 3906 20 103801 19531 20760

Prague 5, Trnkovo nam. 3,
RAILLEX a.s. &p. 1112, PSC 152 00 0 0 50 -5370 5978 0
Total 21 803 2541 24 344

- Equity and profit or of the entity are preliminary unaudited figures

- The equity investment in CD Logistics, a.s. as of 31 December 2009 is reported in equity investments in subsidiaries.

On 2 December 2009, CD Cargo purchased an additional 22% equity
investment in CD Logistics, a.s.

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 holds the equity investment of 50 % (CZK
1,000 thousand). The company is managed using a standard gover-
nance 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 holds an equity investment of 30 percent
(CZK 1,800 thousand). The company is engaged in mediation of servi-
ces in transportation except for transportation by own vehicles.

Ostravska dopravni spoleénost, a.s.

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

Loans and Borrowings to Associates

In the past, CD Cargo concluded a loan contract and contract for the sale of a railway siding with RAILLEX, a.s. (in which CD Cargo holds 50%).

The below table shows the current balance of outstanding receivables.

BALANCE AT 31 DECEMBER 2010 (CZK'000)
LOAN Long-term portion of the loan Short-term portion of the loan Total
Total 18064 5588 23652
Principal 16 800 4 800 21 600
Interest 1264 788 2052
RAILWAY SIDING Long-term portion of the loan Short-term portion of the loan Total
Total 10098 7 499 17 597
Principal 9287 4643 13930
Interest 811 2856 3667

The long-term portion of the unpaid loan including interest of CZK
18,064 thousand is presented under B. lll. 4. Loans and borrowings to
subsidiaries. The short-term portion of CZK 5,588 thousand is presen-
ted under C. 1. 3. Receivables — controlling entity.

The long-term receivable from the sale of a railway siding including
the interest of CZK 10,098 thousand is presented under C. II. 3. Recei-
vables — controlling entity. The short-term portion of CZK 7,499 thou-
sand is presented under C. lll. 3. Receivables — controlling entity.

BALANCE AT 31 DECEMBER 2009 (CZK'000)
LOAN Long-term portion of the loan Short-term portion of the loan Total
Total 14 400 9600 24000
Principal 14400 9600 24000
Interest 0 0 0
RAILWAY SIDING Long-term portion of the loan Short-term portion of the loan Total
Total 17119 3830 20949
Principal 15727 3096 18823
Interest 1392 735 2127

The long-term portion of the unpaid loan including interest of CZK
14,400 thousand is presented under C. II. 3. Receivables — controlling
entity. The short-term portion of CZK 9,600 thousand is presented un-
der C.11I. 3. Receivables — controlling entity.

The long-term receivable from the sale of a railway siding including
theinterest of CZK'17,119 thousand is presented under C. II. 1. Recei-
vables — controlling entity. The short-term portion of CZK 3,830 thou-
sand is presented under C. lll. 1. Receivables — controlling entity.

Other Debt Securities Held to Maturity
The Company holds no long-term securities and equity investments
not reported in Notes 4.3.1.and 4.3.2.
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Short-Term Intercompany Receivables

(CZK'000)
Name of the entity Balance at 31 Dec 2010 Balance at 31 Dec 2009
DPOQV, a.s. 10198 1104
CD, a.s. 8178 12494
Vyzkumny Ustav Zeleznicni, a.s. 1122 532
Tratova strojnispole¢nost, a.s. ) 206
CD - Telematika, a.s. 37 29
Dopravnivzdélavaciinstitut, a.s. 0 5
Total short-term intercompany receivables 19535 14 370

*) Tratovd strojni spolecnost, a.s. was no longer included in the group as of 31 December 2010

Inventory
(CZK'000)
31 Dec 2010 31 Dec 2009
Spare parts and other components for rail vehicles and locomotives 47 678 50368
Other spare parts and other low value components 56 939 63574
Fuels and other crude oil based products 2989 2195
Rail switches, turntables, traversers and components for the track super- 827 7
structure
Work shoes and protective supplies 795 1117
Other 9754 24 419
Total acquisition cost 118 981 141 680
Provisions 0 0
Net balance 118981 141 680
In the years ended 31 December 2010 and 2009, the Company recognised no provisions pursuant to the inventory count.
Short-Term Receivables
Trade Receivables
(CZK'000)
Before due Past due
Receivables Total date date 0-90 91-180 181-365 366-730 over 730
Srlolgsec 2010 1466603 1214470 252131 82810 3770 19031 39314 107 207
31 Dec 2010 72522 0 72522 1797 514 4157 -18 902 47153
provisions
iétDec 2010 1394081 1214470 179609 81013 3256 14874 20412 60054
ér‘zgsc 2009 1815769 1543560 272209 84 288 17193 47 539 48048 75141
1 Dec 2009 63703 -385 63318 2214 2572 13018 24503 21011
provisions
1 Dec 2009 net 1752066 1543175 208 891 82074 14621 34521 23545 54130

Receivables past their due date include receivables arising from un-
paid VAT by foreign railway organisations and receivables from
railway organisations from the Balkans. The Company actively nego-
tiates with debtors; these receivables are gradually repaid by foreign
railway organisations specifically in the form of mutual offsets and re-
payment schedules.

The increase in the provision against receivables as of 31 December
2010is predominantly due to the worsening of the payment ability of
certain customers. The provision was calculated pursuant to the asse-
ssment of individual customers.

Receivables — Controlling Entity

Theinvestment of the business part resulted in the full payment of the
registered share capital of the Company. For this reason, the Compa-
ny reports no receivable for subscribed capital. The receivable of CZK
306 million as the difference between the valuation of the investment

on the Company’s formation date and valuation as of the Company'’s
incorporation date was presented as a receivable from Ceské drahy as
of 31 December 2009. During 2010, this receivable was offset against
the payable to Ceské drahy.

Estimated Receivables

As of 31 December 2009 and 31 December 2010, the Company recognised estimated receivables as follows:
(CZK'000)
31 Dec 2010 31 Dec 2009
Income from international transportation of wagon loads - export 25096 43929
Income from international transportation of wagon loads - import 22312 38212
Income from international transportation of wagon loads - transit 73772 82219
Income from local transportation of wagon loads 0 260
Other estimated receivables (lease and repairs of wagons, financial bonuses, damages) 137490 160991
Income from border services 40794 37196
Estimated receivables - CD, a.s 430 0
Total estimated receivables 299 894 362 807

Deferred Expenses

Deferred expenses amounted to CZK 333,444 thousand and CZK
310,014 thousand as of 31 December 2010 and 31 December 2009, re-
spectively. As of 31 December 2010, this amount predominantly inclu-
ded lease instalments of CZK 276,728 thousand and deferred interest
from issued bills of exchange of CZK 13,169 thousand. As of 31 Decem-
ber 2009, lease payments amounted to CZK 261,505 thousand and de-
ferred interest from issued bills of exchange of CZK 16,711 thousand.

Equity

Share Capital

As of 31 December 2008 and 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 amounts to CZK 8,800,000 thousand. The
share capital of the Company is structured into 100 ordinary registered
shares with a nominalvalue of CZK 88,000,000 per share. The shares of the
Company arein the certificate form and their transferability is restricted.
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On 2 June 2009, the sole shareholder of CD Cargo, a.s., Ceské dra-
hy, a.s., acting in the capacity of the General Meeting, adopted the
resolution on the decrease in the share capital of CD Cargo, a.s. in
accordance with Section 213a of the Commercial Code, from CZK
8,800,000 thousand to CZK 8,494,000 thousand. This resolution
was made by way of notarial record No. 304/2009 - N355/2009 on
2 June 2009. The share capital decrease was recorded in the Regis-

ter of Companies in the following reporting period, on 5 January
2010. As of 31 December 2010, the share capital amounted to CZK
8,494,000 thousand.

Changes in Equity
Changes in equity are presented in the Statement of Changes of Equi-
ty as of 31 December 2010.

Gains and Losses from the Revaluation of Assets and Liabilities

(CzK'000)

31 Dec 2010 31 Dec 2009

Valuation of derivatives hedging future cash flows -169048 -773808

Valuation of an equity investment accounted for using the equity method of accounting 28 654 15168

Deferred tax on derivatives 27 996 135466

Total -112 398 -623174
Reserves

(CZK'000)

Balance at Balance at Balance at

31 Dec 2008 Recognition Use 31Dec 2009 Recognition Use 31 Dec 2010

Reserve for complaints 17 600 8252 17 600 8252 19165 8252 19165

Reserve for legal disputes 8000 9017 8000 9017 7198 9017 7198

Reserve for outstanding vacation days 28 824 24390 28 824 24 390 27 582 24 390 27 582

Reserve for business risks 0 0 0 0 240000 0 240000

Total 54 424 41 659 54 424 41 659 293 945 41 659 293 945

As of 31 December 2010, the Company’'s management, which was
significantly changed during the reporting period (refer to Note 1.5.),
reassessed all available facts and existing legal analyses of ongoing
legal disputes, and it considered all the results of negotiations with
the representatives of counterparties. Following careful considerati-

Long-Term Payables

on of all the risks, as well as the development of the legal disputes,
and exercising an appropriate level of caution and prudence, mana-
gement has decided to recognise a tax non-deductible reserve of CZK
240,000 thousand to cover expenses, if any, relating to potential risks
associated with future business transactions.

(CZK'000)

31 Dec 2010 31 Dec 2009

Long-term prepayments received 89957 163044
Long-term supplier payables 1092116 1864999
Total 1182073 2028 043

Short-Term Payables
Aging of Short-Term Trade Payables

(CZK'000)
Before due Past due
Payables Total date date 0-90 91-180 181-365 366-730 over 730
31 Dec 2010 2532439 2497 269 35170 34201 147 809 13 0
31 Dec 2009 2595909 2559075 36834 36753 -87 158 10 0
Intercompany Payables
SHORT-TERM TRADE PAYABLES (CZK'000)
Name of the entity Balance at 31 Dec 2010 Balance at 31 Dec 2009
Ceské drahy a.s. 329204 115808
CD - Telematika, a.s. 85635 51912
DPQV, a.s. 33449 13856
Tratova strojni spolecnost, a.s. ) 229
CD travel, s.r.o. 2040 1322
Dopravni vzdélavaci institut, a.s. 0 -2293
RAILREKLAM, spol. sr.o. 0 820
Vyzkumny Ustav Zeleznicni, a.s. 0 1071
Total short-term payables 450 328 182725
*) Tratovd strojni spolecnost, a.s. was no longer included in the group as of 31 December 2010
Estimated Payables
As of 31 December 2009 and 31 December 2010, the Company recognised estimated payables as follows:
(CZK'000)
31 Dec 2010 31 Dec 2009
Unbilled non-investment supplies 104526 69 268
Unbilled investment supplies 0 1360
Other estimated payables (predominantly repairs and lease of wagons) 132210 11 646
Expenses for border services 32187 32519
Estimated payables - CD-T, a.s. 39 54
Estimated payables - CD, a.s. 7560 102 280
Total estimated payables 276 522 217 127
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Bank Loans
Long-Term Bank Loan

The Company used no long-term loans as of 31 December 2009 and 2010.

Short-Term Bank Loans

(CZK'000)
Balance at
Bank Loan currency 31 Dec 2010 Interest rate Form of collateral
Ceskoslovenska obchodni banka, a.s. czK 377981 O/N Pribor+0,80p.a. No collateral
Komercni banka, a.s. czK 400000 O/N Pribor+0,78 p.a. No collateral
Komeréni banka, a.s. czK 10680 O/N Pribor+0,98 p.a. No collateral
VSeobecna Gvérova banka, a.s. CzK 317613 O/N Pribor+0,65 p.a. No collateral
INGBank N. V. czK 164794 O/N Pribor+0,38 p.a. No collateral
Citi Bank Europe, plc czK 141189 O/N Pribor+0,45p.a. No collateral
Total 1412 257
(CZK'000)
Balance at
Bank Loan currency 31 Dec 2009 Interest rate Form of collateral
Ceskoslovenska obchodni banka, a.s. czK 32783  O/N Pribor+0,7 p.a. No collateral
Komeréni banka, a.s. czK 0 O/NPribor+l,4p.a. No collateral
Total 32783

Short-Term Financial Borrowings

On 13 July 2009, the Company began issuing debt bills. The aggrega-
te amount of these transactions was CZK 813,117 thousand with ma-
turity until November 2011. As of 31 December 2009, the aggregate
amount of these transactions was CZK 1,013,500 thousand with ma-
turity within 6 months.

Strategy for Funding the Company’s Subsequent Years

Lease-back

With respect to modernising the traction vehicles, the Company plans
to use lease-back funding to modernise the first 13 locomotives of the
163 series to the 363 series in the amount of CZK 778.05 million.

Operating Bank Loans

In funding its operating needs, CD Cargo uses overdraft and revolving lo-
ans 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 fi-
nancing entities results in the risk of the termination of the funding being
sufficiently diversified.

Bill of Exchange Programme
In order to strengthen its cash flows, the Company approved the bill

of exchange programme in the amount of CZK 1.5 billion in 2009. This
programme is currently used in the aggregate amount of CZK 1 billion
with the maturities of individual bills of exchange not exceeding the
end of 2011.

In 2011, the Company intends to replace the short-term sources of fun-
ding with mid-term and long-term sources using the bond programme.

If the bond programme is successful, the funding under the bill of ex-
change programme will be discontinued gradually at the maturities of
individual realised bills of exchange. The bill of exchange framework
facility will be retained as a possible form of short-term funding that is
independent of bank funding sources.

Bonds

With a view to securing the mid-term and long-term sources of fun-
ding 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, individual issues will be
gradually placed up to the amount of CZK 3 billion.

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 insufficient share of long-term sources of fun-
ding in terms of the existing and intended 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 2011 and in the
following years.

Derivative Financial Instruments

Summary

The structure of funding above creates a desired framework that al-
lows 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 unfavou-
rable developments (shortfall in sales, change in the payment discipli-
ne, payment terms, legislative changes, etc.).

(CZK'000)

31 Dec 2010
Positive fair value Negative fair value Total
Derivatives designated as fair value hedges 0 30000 -30000
Derivatives designated as cash flow hedges 47 568 164913 -117 345
Total 47 568 194913 -147 345
(CZK'000)

31 Dec 2009
Positive fair value Negative fair value Total
Derivatives designated as fair value hedges 0 50000 -50 000
Derivatives designated as cash flow hedges 75791 788767 -712976
Total 75791 838 767 -762 976

To hedge foreign exchange rate losses arising from the strengthening
of the Czech crown in 2008, 2009 and 2010, the Company used cur-
rency option strategies —a combination of purchased put options and
sold call options.

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

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

Hedging is contracted with renowned banks.

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

To hedge the increase in the crude oil price pursuant to the anticipated pri-
ceincrease in the mid-term, the Company uses the zero cost collar strate-
gy in the monthly volume of 1.262 mt concluded with renowned banks.

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

This strategy was concluded for a period of 36 calendar months until
December 2011.

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

Changes in the fair values of derivatives which are classified as cash
flow hedges are recognised in equity and are reported under gains
or losses from the revaluation of assets and liabilities in the balance
sheet. The financial impact of settled financial derivatives is recogni-
sed in the profit and loss account under “Costs of the revaluation of
securities and derivative financial instruments”.
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Income Taxation
Deferred Tax

Details of Income by Principal Activity
YEAR ENDED 31 DECEMBER 2010

The deferred tax asset/(liability) is analysed as follows: (CZK'000)
In-country Cross-border Total
DEFERRED TAX ARISING FROM (CZK'000) Sales of freight transportation 6902912 5133756 12036 668
Balance at 31 Dec 2010 Balance at 31 Dec 2009 Other sales of freight transportation 978134 937972 1916106
Net book value of fixed assets -633637 -459 895 Sales of other services 0 168143 168143
of which the impact of components -103736 0 Total 7 881 046 6239871 14120917
Provision against fixed assets 6 564 6204
Contractual fines and penalty -2567 -182 YEAR ENDED 31 DECEMBER 2009 (CZK'000)
Receivables 5702 7158 In-country Cross-border Total
Reserves 55849 7915 Sales of freight transportation 6479155 5114494 11593649
Tax loss 118213 Other sales of freight transportation 769935 728126 1498061
Derivatives 27 996 135466 Sales of other services 0 180033 180033
Total -421 879 -303 334 Total 7 249 090 6 022 653 13 271743
The classification to cross-border and in-country sales was made reflecting production. Cross-border sales include the share of the Company in the
ANALYSIS OF MOVEMENTS (CZK'000) income from international transportation of goods, border services and received lease payments for the operation of wagons in foreign countries.
o 1Jan 2010 303 334 T
g Current changes charged against the profit and loss account 11075 Income Generated with Related Parties g
— Total charges against the profit and loss account 11 075 —
g Current changes recognised in equity 107 470 YEAR ENDED 31 DECEMBER 2010 (CZK'000) g
c Total recognised in equity 107 470 Entity Relation to the Company Material Services  Otherincome Fin.income Total c
g 31 Dec 2010 421 879 CD - Telematika, a.s. Fellow subsidiary 0 127 0 0 127 g
(TS Tratova strojni spole¢nost, a.s. Fellow subsidiary 0 2 505 0 0 2505 (s
ANALYSIS OF MOVEMENTS (CZK'000) Vyzkumny Ustav Zeleznicni, a.s. Fellow subsidiary 0 1211 0 0 1211
1 Dec 2009 144 971 I?POV, a.s. Fellow subsidiary 97 26872 111 0 27080
Current changes charged against the profit and loss account 43498 CDas. Parent company 1349 28 256 5559 0 35164
Total charges against the profit and loss account 43498 Other 0 0 0 0 0
Current changes recognised in equity 114 865 Total 1446 58 971 5670 0 66 087
Total recognised in equity 114 865
31 December 2009 303 334 YEAR ENDED 31 DECEMBER 2009 (CZK'000)
Entity Relation to the Company Material Services Otherincome Fin.income Total
CD - Telematika, a.s. Fellow subsidiary 0 69 41 0 110
Due Payables arising from Social Security and Health The balances of due payables arising from public health insurance Tratova strojni spolecnost, a.s. Fellow subsidiary 162 5634 3 0 5799
Insurance Contributions and Tax Arrears contributions were CZK 37,733 thousand and CZK 37,404 thousand Vyzkumny Ustav Zeleznicni, a.s. Fellow subsidiary 0 1592 0 0 1592
as of 31 December 2010 and 31 December 2009, respectively. DPOV, a.s. Fellow subsidiary 41 29069 733 0 29843
The balance of due payables arising from social security contributions _ N CDa.s. Parent company 416 47913 2896 0 51225
and contributions to the State employment policy was CZK 87,499 The Company records no tax arrears to local taxation authorities. Other 0 1 7 0 8
thousand and CZK 86,470 thousand as of 31 December 2010 and 31 Total 619 34278 3 680 o 38577
December 2009, respectively.

Note: “Other” includes companies that are not included in the consolidation group, specifically Dopravni vzdéldvaci institut, a.s.

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




Purchases from Related Parties Consumed Purchases

YEAR ENDED 31 DECEMBER 2010 (CZK'000) (CZK'000)
Entity Relation to the Company Material Services Other expenses Total Year ended 31 Dec 2010 Year ended 31 Dec 2009
CD - Telematika, a.s. Fellow subsidiary 3800 126 881 0 130681 Consumed material 438971 394035
Tratova strojnispole¢nost, a.s. Fellow subsidiary 0 471 0 471 Consumed energy 1344216 1189293
Vyzkumny Ustav Zeleznicni, a.s. Fellow subsidiary 0 0 0 0 Consumed fuels 672428 566 915
DPOV, a.s. Fellow subsidiary 1004 62 144 0 63148 Total consumed purchases 2455615 2150243
CD, a.s. Parent company 758127 1431067 10020 2199214
Other 70 41 488 0 41558 Consumed energy in the year ended 31 December 2010 includes consumed traction energy purchased from Ceské drahy, a.s. in the amount of CZK
Total 763 001 1662 051 10020 2435072 1,229,619 thousand.
1.1.2009 - 31.12.2009 (CZK'000) Consumed energy in the year ended 31 December 2009 includes consumed traction energy purchased from SZDC, s.o. in the amount of CZK
Entity Relation to the Company Material Services Other expenses Total 1,079,513 thousand.
CD - Telematika, a.s. Fellow subsidiary 3513 121788 6 125 307 .
- v - - Services
Tratova strojni spolecnost, a.s. Fellow subsidiary 0 673 28 701
Vyzkumny Ustav Zeleznicni, a.s. Fellow subsidiary 900 0 0 900 (CZK‘000)
DPOV, a.s. Fellow subsidiary 7833 55142 1079 64 054 Year ended 31 Dec 2010 Year ended 31 Dec 2009
""_' CD, a.s. Parent company 675576 197091 40585 913252 Repairs and maintenance 399770 822679 't'
£ Other 820 44011 137 44968 Travel expenses 43762 46 456 £
— Total 688 642 418 705 41 835 1149182 Representation costs 3087 3544 —
. Note: “Other" includes certain entities that are not included in the consolidation group, specifically Dopravni vzdéldvaci institut, a.s., RAILREKLAM, spol.s r.o. and Telecommunication, data and postal services 141317 89766 i)
e CD travel, s.r.o. Other rental 140438 74410 -
g Purchases and Sales of Fixed Assets and Non-Current Financial Assets with Related Parties Use of the railway route, operations control 2555241 2560443 g
z | | o s o e z
In the year endeq 31 December 2010, the Company sold tangible fixed assets to Ceské drahy, a.s. in the amount of CZK 20 thousand and to CD- Transportation fee 245 041 195 598
Telematika, a.s. in the amount of CZK 10,605 thousand. -
Costs of general representation 61 898 68458
Purchases Lease 668 522 445036
Border services 173715 147 321
YEAR ENDED 31 DECEMBER 2010 (CzK*000) Promotion, advertising 199 401 186473
Entity Relation to the Company Intangible FA Tangible FA Total Healthcare 36197 32601
(D, as. Parent company 0 9040 9040 Other services 323860 252351
CD - Telematika, a.s. Fellow subsidiary 29700 1747 31447 Total 6 034 967 5548 120
Tratova strojni spole¢nost, a.s. Fellow subsidiary 0 0 0
DPOV, a.s. Fellow subsidiary 0 101097 101 097 The services for the use of the railway route and operations control are expenses incurred with respect to SZDC, s.o.
Total 29 700 111 884 141 584
YEAR ENDED 31 DECEMBER 2009 (CZK'000)
Entity Relation to the Company Intangible FA Tangible FA Total
CD, a.s. Parent company 0 41 435 41 435
CD - Telematika, a.s. Fellow subsidiary 28775 7838 36613
Tratova strojnispole¢nost, a.s. Fellow subsidiary 0 541 541
DPQV, a.s. Fellow subsidiary 0 179232 179232

Total 28775 229 046 257 821
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Depreciation of Intangible and Tangible Fixed Assets

(CZK'000)

Year ended 31 Dec 2010 Year ended 31 Dec 2009

Depreciation of intangible and tangible fixed assets 736 800 702 224

Amortisation of a positive valuation difference on acquired assets 374094 374094

Total depreciation 1110894 1076 318
Other Operating Income

(CzK'000)

Year ended 31 Dec 2010 Year ended 31 Dec 2009

Claims for damages 80048 31979

Subsidies —accompanying social programme 59000 89 300

Gain of material 6144 5960

Sundry operating income 131057 56 256

Total 276 249 183 495

Claims for damages also include the income from compensation for increased costs incurred as a result of traffic closures caused by SZDC, s.o.
This income arising from the compensation for increased costs incurred due to closures of traffic amounted to CZK 41,032 thousand and CZK
36,314 thousand in the years ended 31 December 2010 and 2009, respectively. The total income arising from the compensation for increased

costs incurred due to closures of trafficamounted to CZK 127,032 thousand from 1 December 2007 to 31 December 2010.

Other Operating Expenses

(CZK'000)
Year ended 31 Dec 2010 Year ended 31 Dec 2009
Uniforms and lump sum payments to employees 5927 7376
Insurance payments 54225 57915
Compensation of damage 13981 35110
Membership fees 14214 1113
Sundry operating expenses 75037 29012
Total 163 384 130526
Income from Non-Current Financial Assets
(CzK'000)
Year ended 31 Dec 2010 Year ended 31 Dec 2009
Profit shares 4886 10250
Total 4 886 10 250
Interest Income
(CzZK'000)
Year ended 31 Dec 2010 Year ended 31 Dec 2009
Interest on current bank accounts 330 5031
Other interest received from other debtors 2887 62
Total 3217 5093

Other Financial Income

(CZK'000)

Year ended 31 Dec 2010 Year ended 31 Dec 2009

Foreign exchange rate gains 162146 157166
Sundry financial income 0 3
Total 162 146 157 169

Other Financial Expenses

(CZK'000)

Year ended 31 Dec 2010 Year ended 31 Dec 2009

Foreign exchange rate losses 202623 145 664
Sundry financial expenses 3637 2977
Total 206 260 148 641

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 2010:

(CZK'000)

Contribution

Social security Bonus for the Contribution for for the
Payroll and health Other staff members of the capital life pension Total staff
Number costs insurance “/ costs statutory bodies insurance insurance costs
Employees 9535 3105373 1059755 232597 0 71070 102552 4 571 347
Managers 38 94014 22449 11562 6839 169 196 135 229
Total 9573 3199387 1082 204 244159 6 839 71 239 102 748 4706 577

The following table summarises the average number of the Company’s employees and managers for the year ended 31 December 2009:

(CZK'000)

Contribution

Social security Bonus for the Contribution for the
Payroll and health  Other staff members of for the capital pension Total staff
Number costs insurance */ costs statutory bodies life insurance insurance costs
Employees 10337 3192835 1075218 413279 0 76178 103716 4 861 225
Managers 41 74261 14 790 184 5332 174 182 94923
Total 10378 3267 096 1090 008 413 463 5332 76 352 103 898 4 956 148

*/ Social security and health insurance paid by the Company

Members of statutory, supervisory and initiative bodies were not provided with discounted fares. Management of the Company has the possibi-
lity to use benefits in kind in the form of using Company cars for private purposes.
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Off balance sheet commitments

On 24 February 2005, Ceské drahy, a.s. concluded a framework lea-
se contract for the financing of the purchase of railway wagons un-
der finance leases in the aggregate amount of CZK 1,200,000 thou-
sand. Ceské drahy, a. s. issued a blank bill of exchange with a restricti-
ve clause in favour of CitiLeasing, s.r.o. as collateral for the lease con-
tracts. 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.

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

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 dra-
hy, a. s. were transferred to the Company with effect from 1 December
2007. The information disclosed below is linked to Note 4.2.3.

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 price of Sggmrss 90~ wagons
and Sggrss wagons is CZK 381,803 thousand and CZK 709,065 thou-
sand, respectively. These wagons were supplied by Deutsche Leasing
s.r.o. on a gradual basis. Each wagon has its own repayment schedu-
le which includes the breakdown of 60 monthly payments and the re-
purchase price. In relation to the formation of the subsidiary CD Car-
go, a. s., all rights from this lease contract were transferred from Ces-
ké 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 fi-
nancing of 30 modernised 753.7 series locomotives with ING Lease
(CR), s.r.o., 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 determi-
ned to be 10 years (120 even payments). Each leased asset referred to
above is paid based on the individual payment schedule. 19 moderni-
sed locomotives out of the leased assets referred to above were sup-
plied 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 railroad vehicles with the selling price of CZK
1,161,505 thousand (net of VAT). In 2009, the extraordinary lease
payment (initial lump-sum payment) of CZK 261,505 thousand (net
of VAT) was made. The lease term was 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 changes always as of the end of the reporting peri-
od, 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 subsequent finance lease-back with CSOB Leasing in the
aggregate amount of 7 electric alternating-current locomotives with
the selling price of CZK 210,450 thousand (net of VAT). Theinitial 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 loco-
motives in 2010. The lease period was determined to be 10 years (120
even payments of CZK 1,931.8 thousand net of VAT). Each individual
leased asset referred to above is paid on the basis of a standalone pay-
ment 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 changes always as of the end of the reporting peri-
od, however, for the first time as of 31 December 2011 by more than
1% as compared to 12M PRIBOR applicable for the first period.

Bank Guarantees

Bank guarantees as of 31 December 2010 issued by CSOB from the liability limit of CZK 50 million.

Bank guarantee in

favour of Type of guarantee Amount Currency Until

Bank guarantee for the compliance with all liabilities
WestInvest Waterfront and obligations of the Lessee arising from the Lease
Towers s.r.o. Lease guarantee 207,000 EUR 25Feb 2011 Contract with WestInvest Waterfront Towers s.r.o. -

Lighthouse.

Bank guarantee for the compliance with all liabilities
WestlInvest Waterfront and obligations of the Lessee arising from the Lease
Towers s.r.o. Lease guarantee 3,780 EUR 25Feb 2011 Contract with Westinvest Waterfront Towers s.r.o. -

Lighthouse.

Bank guarantee for the event that CD Cargo will

not comply with the obligations stipulated by the
HYPARKOS, s.r.o. Lease guarantee 16,517,056 CzZK 8July 2011 Contract for the Lease of Buildings and Land in the

Logistics Centre in Lovosice.

Bank guarantee for the compliance with all liabilities
WestInvest Waterfront Lease guarantee 577 40 EUR 27Jan 2011 and obligations of the Lessee arising from the Lease

Towerss.r.o.

Contract with WestInvest Waterfront Towers s.r.o. -
Lighthouse.

On 19 January 2011, the Company entered into a Framework Contract for the Provision of Financial Services, reg. number 7161080HP0000, with
Komercni banka, a.s., with its registered office at Na Prikopé 33/969, Prague 1, 114 07. Pursuant to this contract, the bank guarantees referred to
above in favour of WestInvest Waterfront Towers s.r.o. are newly issued by Komeréni banka, a.s. The aggregate amount of the approved liability li-

mit is CZK 50 million.

Post balance sheet events

No significant events occurred between the balance sheet date and the financial statements date.

15 | SIGNIFICANT SUBSEQUENT EVENTS

No significant events occurred after the Company's financial statements date.
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16 | REPORT ON RELATED PARTY TRANSACTIONS

Article Il.
Entities Controlled by the Controlling Entity - 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 No. 513/1991 Coll., as amended.

The Board of Directors of CD Cargo, a.s. prepared this report for the
reporting period from 1 January 2010 to 31 December 2010 in com-
pliance with Section 66a) (9) of Act No. 513/1991 Coll., as amended.
The accuracy of the data provided in this report is subject to audit by
an independent auditor. The report is attached to the annual report
and the Board of Directors ensures its inclusion in the collection of do-
cuments 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: Praha 7, HoleSovice,
Jankovcova 1569/2¢, PSC 170 00
Corporate ID: 28196678
Recorded at the Commercial Court in Prague, Section B, File 12844

Josef Bazala, Chairman of the Board of Directors — until 16 June 2010
Rodan Senekl, Member of the Board of Directors — until 16 June 2010
Bogdan Heczko, Member of the Board of Directors — until 16 June 2010
PetrZaluda, Member of the Board of Directors —from 16 June to 25 August 2010
Vaclav Andrysek, Member of the Board of Directors —until 16 June 2010
JifiVodicka, Chairman of the Board of Directors — from 25 August 2010
Milan Matzenauer, Member of the Board of Directors — from 16 June 2010
Jifi Spicka, Member of the Board of Directors —from 8 September 2010
Petr Bazger, Member of the Board of Directors — from 25 June 2010
(hereinafter the"Controlled Entity”)

2) Controlling Entity:

Entity: Ceskédrahy, a.s.,

Having its registered office in: Praha 1, NabfeZzi L. Svobody 1222,
PsC11015

Corporate ID: 70994 226

Recorded at the Commercial Court held at the Municipal Court in Pra-
gue, Section B, File 8039

Petr Zaluda, Chairman of the Board of Directors

Milan Matzenauer, Member of the Board of Directors

Jifi KolaF, Member of the Board of Directors from 12 May 2010
Michal Nebesky, Member of the Board of Directors

Antonin Blazek, Member of the Board of Directors
(hereinafter the“Controlling Entity”)

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, Section B, File 12844

CD - Telematika, a.s., with its registered office at Pernerova
2819/2¢, Prague 3, 130 00, Corporate ID: 61459445, recorded at
the Municipal Court in Prague, Section B, File 8938

CD Reality a.s., with its registered office in Dejvice, Vaclavkova
169/1, Prague 6, 160 00, Corporate ID: 27195872, recorded at the
Municipal Courtin Prague, Section B, File 9656

CD Travel, s.r.o., with its registered office at Na Pfikopé& 988/31,
Prague 1, 110 00, Corporate ID: 27364976, recorded at the
Municipal Court in Prague, Section C, File 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, Section B, File 10168

DPOQV, a.s., with its registered office at Husova 635/1b, Prerov, 751
52, Corporate ID: 27786331, recorded at the Regional Court in
Ostrava, Section B, File 3147

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

RAILREKLAM, spol. s r.o., with its registered office at Klimentska
36/1652, Prague 1, 110 00, Corporate ID: 17047234, recorded at
the Municipal Courtin Prague, Section C, File 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, Section B, File 9949
Tratova strojnispole¢nost, a.s., with its registered office at Ji¢inska
1605, Hradec Kralové, 501 01, Corporate ID: 27467295, recorded
at the Regional Court in Hradec Kralové, Section B, File 2418 —
solely until 18 August 2010

Vyzkumny Ustav Zelezni¢ni, a.s., with its registered office
at Novodvorska 1698, Prague 4, Branik, 142 01, Corporate
ID: 27257258, recorded at the Municipal Court in Prague, Section
B, File 10025

Centrum HoleSovice a.s., with its registered office in Prague 1,
Revoluéni 767/25, 110 00, Corporate ID: 27892646, recorded at
the Municipal Courtin Prague, Section B, File 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 Court in Prague, Section B, File 13233

(The controlled entity, the controlling entity and other entities
controlled by the controlling entity are hereinafter referred to as
“related entities".)

Article II.

Reporting Period:

This reportis prepared for the reporting period from 1 January 2010 to
31 December 2010.

Article IV.

Contracts and Agreements Entered into between Related Entities:
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:

Number of contracts concluded during the reporting period

Name of the partner company Contract for work Purchase Rental Other Total
Centrum Hole3ovice, a.s. 0 0 0 0 0
Ceské drahy a.s. 1 2 17 70 90
CD - Telematika, a.s. 13 0 1 33 47
CD Reality, a.s. 0 0 0 0 0
CD travel, s.r.o. 0 1 0 1 2
Dopravnivzdélavaciinstitut, a.s. 0 0 0 8 8
DPOQV, a.s. 21 0 0 4 25
RailReal a.s. 0 0 0 0 0
RAILREKLAM, spol. sr.o. 0 0 0 0 0
Smichov Station Development, a.s. 0 0 0 0 0
Tratova strojni spole¢nost, a.s. 0 0 0 4 4
Vyzkumny Ustav Zeleznicni, a.s. 1 0 0 2 3
Zizkov Station Development, a.s. 0 0 0 0 0
Total 36 3 18 122 179

During the reporting period individual sales generated and costs incurred with individual related entities were as follows:

Name of the partner company

Sales generated by €D Cargo, a.s. (in CZK thousand) Purchases made by €D Cargo, a.s. (in CZK thousand)

Centrum HoleSovice, a.s. 0 0
Ceské drahy a.s. 35184 2208 254
CD - Telematika, a.s. 10732 162128
CD Reality, a.s. 0 0
CD travel, s.r.o. 0 18638
Dopravni vzdélavaci institut, a.s. 0 22920
DPOV, a.s. 27 080 164 245
RailReal a.s. 0 0
RAILREKLAM, spol. sr.o. 0 0
Smichov Station Development, a.s. 0 0
Tratova strojni spolecnost, a.s. 2 505 471
Vyzkumny Ustav Zelezniéni, a.s. 1211 0
Zizkov Station Development, a.s. 0 0
Total 76 712 2576 656
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The Board of Directors declares that it identified relations between
therelevant related parties according to the current list of related par-
ties 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 2010 to 31 December 2010:

® 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 2010;

® In the reporting period from 1 January 2010 to 31 December 2010,
no legal acts were realised between the controlled entity and the
controlling entity or other related parties in the interest or at the
initiative of the controlling entity or another related party; and

® No measures were taken or implemented by the controlled entity in
theinterest orat theinitiative of the controlling or other related party
causing detriment, benefit, advantage or disadvantage.

During the reporting period from 1 January 2010 to 31 December
2010, no legal acts were realised by the controlled entity in the inte-
rest of other related entities other than common legal acts.

Article VL.

Measures between Related Entities:

During the reporting period from 1 January 2010 to 31 December
2010, no measures were taken by the controlled entity in the interest
or at the initiative of another related entity other than common me-
asures implemented by the controlling entity as the shareholder in
relation to the controlled entity. All contracted consideration, provi-
ded 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, atarm'’s
length, and no advantages or disadvantages were provided. The con-
trolled entity incurred no detriment from the concluded contracts,
otherlegal acts or measures between the related entities pursuant to
Section 66a (8) of the Commercial Code.

Article VII.

Confidentiality of Information:

Confidential information includes information and facts that are part
of the trade secrets of the related entities and information described
as confidential by any related entity. Confidential information further
comprises all trade relation information that could, in itself or in con-
nection with otherinformation 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 in-
clude a detailed breakdown of the above-mentioned items.

Article VIII.

Conclusion:

This report was prepared by the statutory body of the controlled enti-
ty, CD Cargo, a.s., and presented to the auditor, who audits the finan-
cial statements pursuant to specificlegislation. The report will be filed
in the Collection of Documents maintained by the Register of Compa-
nies held by the Municipal Court in Prague.

17 | STATEMENT OF THE BOARD OF DIRECTORS

At the date of transmission of material to the approval by statutory authority of company, no necessity has arisen for processing the statement
of auditor by the company board.

18 | LIST OF ABBREVIATIONS

AEO
BOZP
CIM

cuU
CER

COTIF
¢p
¢pc
cizp
cov
DKV
DPOV
Eas
EMS
GR
HV
hrtkm
HzS
IFRS
ISR

Authorised Economic Operator

Work safety and health protection

(Uniform Rules concerning the Contract of International
Carriage of Goods by Rail (Appendix B to COTIF)

Customs Authority

Community of European Railway and Infrastructure Com-
panies

Convention Concerning International Carriage by Rail
Ceské drahy, a.s.

CD Cargo, a.s.

Czech Environmental Inspection

Waste water treatment plant

Rail vehicle depot

Vehicle repair workshops

or Falls, Faccs, Zaes, Zacns - business series of freight wagons
Environmental management system

General directorate

traction vehicles

gross tonne-kilometre

fire brigade

International Financial Reporting Standards

European central system for the monitoring of movements
of freight wagons and consignments

Jos
KV
lokkm
OKV
OPT
OPR
oSz
0SZD
PBIST
P)

PP
QMSs
RDST
SMGS
SNS
SOKV
SZDC

vIC
ZKV
Zp
Zkv
Zst.

Organisational structure unit

Rail vehicles

Locomotive kilometres

Rail vehicle repair service

Traffic receipts clearing

Sales and operational directorate

Railway Workers Union

Organisation for Railway Cooperation

NATO Planning Board for Inland Surface Transport
Operational unit

Operational workplace

Quality management system

radio station

Agreement on International Goods Transport by Rail
Commonwealth of Independent States

Rail vehicle repair service centres

Railway Infrastructure Administration, state-owned enter-
prise (Sprava Zelezni¢ni dopravni cesty, statni organizace)
International Union of Railways

railway vehicles

environment

railway vehicles

Railway station
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19 | IDENTIFICATION AND CONTACT DETAILS

Business name: CD Cargo, a.s.

Registered office: Prague 7, Hole3ovice, Jankovcova 1569/2¢, 170 00
Corporate ID: 28196678

Tax ID: Cz28196678

Register Court: Prague

File no.: Section B, File 12844

Telephone: +4209722 42100

Fax: +4209722 42101

E-mail: press@cdcargo.cz

Http: www.cdcargo.cz

Customer Infoline:

Telephone: +4209722 42 255
Fax: +4209722 42103
E-mail: info@cdcargo.cz
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