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Appendix to the independent auditor’s report
on the consistency of annual report with the financial statements
in accordance with Act No, 540/2007 Coll. § 23 par. 5

To the Shareholders of Zelezniéna spolodnast Carga Slovakia, a.s.:

1. We have audited the financial statements of Zelezniéna spolognost Cargo Slovakia, a.s. (“the
Company"} as at 31 December 2014 presented in the annual report. We issued the following
independent audit repert dated 17 April 2015 on the financial statements:

“‘Independent Auditars’ Report

To the Sharsholders of Zeleznidné spoloénost’ Cargo Slovakia, a.s..

We have audifed the accompanying separate financial statements of Zelezniéné spolognost
Cargo Slovakia, a.s. (the Company’), which consist of the statement of financial position as at
31 December 2014 and the statements of incomne, comprehensive income, changes in equily
and cash flows for the year then ended, and a summary of significant accounting policies and
other explanatory information.

Managerment's Responsibilily for the Financial Staferments

Management is responsible for the preparation and presentation of separafe financial stafements
that give a true and fair view in agoordance with the Infemational Financial Reporting Standards
as adopted by the EU, and for such infemal controls as management defermines are necessary
fo enable the preparalion of separate financial statements that are free from maferial
isstatement, whethar due to fraud or error.

Auditors’ Responsibility

Our responsibility is to express an opinfon on these separate financial staterments on the basis of
our audit. We conducted our audit in accordance with the International Sfandards on Auditing.
Those standards require that we comply with ethical requirements and plan and perform the
audit to obtain reasonable assurance as to whether the separafe financial statements are free
from material misstaternent.

An audit involves performing procedures to obiein audit evidence about the amounts and
disclosures in the separate financial statements, The procedures selected depend on ihe
auditors’ judgmemnt, including assessment of the rsks of matenal misstatement of the separate
financial staterments, whether due fo fraud or error. frn making those risk assessments, the auditor
considers the infermal conirofs refevant fo the entify's preparafion of separate fnancial
statements hat give a frue and fair view, in arder fo design audit procedures that are approgriate
in the circumstances, but not for the pumose of expressing an opinion on the effoctiveness of he
cilily's informal controls, An audit afzo inclides svaluating the appropriateness of the accounting
policies used and the reasonableness of uccourting cslimales made by management, as welf as
evaluating the overall presentation of the separate financial statements.

We befieve that the audit evidence we have abtained is sufficient and appropriate fo provide a
basis for our audit opinion.

Opinion

In our opinfon, the separate financial statements give a true and fair view of the financial position
of the Company as at 31 Decernber 2014, and of its financial performance and its cash flows for
the year then ended in accordance with Infemational Financial Reporfing Standards as adopted
by the EU.

THIS IS A TRANSLATION OF THE ORIGINAL SLOVAK REPORT

Spokacnost 7o skupky Frnst & Youna Global Limited
Ernst & Young Slovakia, spal, s o, 35 BAD 453, zapisand v Obchodmom registri Deresnéna sidl Featlsiiva |, oddlel: Soa, wWazka 2 2700418 a v zozname audioroy vedenom

Slovenskoe komonou audibaros pad o257
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Emphasis of Matter
Without qualifying our opinion, we draw attention to the folfowing matters:

i. As set out in Note 2.1 to the financial staternents, the Company reported total accumidated
Josses of EUR 288,762 thousand. The future of the Company depends on the implementation of
measures directly linked to the revitalization program for the railways sector passed by the
Slovak govemment in 2013. This situation indicates the existence of a material uncerfainty that
may cast significant doubt on the Compary's ability to continue as a going concern.

ii. As set out in Note 21 to the financial statements, the Company recorded provisions of EUR
22,838 thousand for potential environmental remediafion. Estimates of the future costs relating o
environmental remediation are not necessarily accurate, due fo uncerainfies conceming the
constant development of laws and regulatory requirernents on the environment and the methads,
timing and extent of comrective action, and so cannot be precisely specified. These costs could
have a significant impacl on the Company’s financial resufts in future accounting periods.

iii. As set out in Note 25 fo the financial staterents, the Company has significant related party
transactions and significant trading relationships with Zeleznice Slovenskej republiky and
Zelezniéna spolotnost Siovensko, a.s., which are generally contracted on an annual basis.

17 Apnil 2015
Bratislava, Slovak Republic

Emst & Young Siovakia, spol. s r.o, fng. Martin Osirochovsky
SKAU Licence No. 257 UDVA Licence No. 1056™

We have alsc audited the consistency of the annual report with the above-mentioned financial
statements. The management of the Company is responsible for the accuracy of preparation
of the annual report, Our responsibility is to express an opinion on the consistency of the
annual report with the financial statements, based an our audit.

We conducted our audit in accordance with International Standards on Auditing. Those
standards require that we plan and perform the audit to obtain reasonable assurance as to
whether the accounting information presented in the annual report and derived from the
financial statements is consistent, in all material respects, with the financial statements. We
have checked that the information presented in the annual report is consistent with that
contained in the financial statements as at 31 December 2014. We have not audited
information that has not been derived from financial statements or Company accounting
records. We believe that our audit provides a reasonable basis for our opinion.

Based on our audit, the accounting information presented in the annual report is consistent, in
all material respects, with the financial statements of the Company as at 31 December 2014
and is in accordance with the Act on Accounting Mo 431/2002 Coll,, as amended by later
legislation.

17 Aprit 2015
Bratislava, Slovak Republic

Ernst & Young Slovakia, spal. s r.o. Ing. Martin Ostrochovsky
SKAU Licence No. 257 UDVA Licence No. 1056

THIS IS A TRANSLATION OF THE ORIGINAL SLOVAK REPORT
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FOREWORD FROM THE CHAIRMAN
OF THE BOARD OF DIRECTORS

Ing. Vladimir Luptak

Chairman of the Board
and CEO

Zelezniéna spolognost Cargo Slovakia, a. s.

Dear ladies and gentlemen,

Zelezniéna spoloénost Cargo Slova-
kia, a.s., entered the year 2014 as
the largest provider of rail freight
transport services in Slovakia, with
the network-wide servicing of its
territory. Despite tough competition
from other carriers, we have mana-
ged to sustain a 80-per cent market
share. We transported over 36 mil-
lion tons of goods, and good news
for us is that our former customers
have been leaving the competitors
for us, which | consider a stabilising
element in the liberalised environ-
ment. A road-to-rail shift can be seen
in the transport of certain commodi-
ties, such as timber. This shows that
comprehensiveness, experience and
reliability are our competing advan-
tage, upon which we intend to build
our strategy for the years to come.

In 2014, we continued accomplish-
ing the tasks set in the Government-
approved document concerning the
consolidation of the railway sector
and ZSSK CARGO. We successfully
completed the international tender
process to find a strategic partner to
enter the subsidiary Cargo Wagon,
a.s., responsible for freight wagon
management. Although we currently
do not operate as a carrier on for-
eign rail infrastructure, we are able
to provide transport services along
the whole transport route. We are
preparing for the option of having
our own carrier on foreign route sec-



tions in the future. A challenge for
ZSSK CARGO is also the develop-
ment of intermodal transport in
collaboration with the experienced
partner within the subsidiary ZSSK
CARGO Intermodal, a.s. The deve-
lopment of single wagonload trans-
port, where a decline has been re-
corded on a global scale, remains
a future for the European railways.
Out of the total ZSSK CARGO trans-
port volume, single wagonloads re-
present nearly one quarter. At the
company level, we have prepared a
project of system support for single
wagonloads both at the operational
level and as part of our trade poli-
cy in order to continue increasing
their share. These transports are
financially most demanding for the
company but necessary in terms of
wagon use efficiency or ecology. In
2014, ZSSK CARGO took part in a
number of goods transport service
tenders, facing tough competition
indeed. Favourable information
is that we were successful in the
major tenders, which affords great
potential in the future.

In the previous years the ZSSK
CARGO management took sever-
al important measures aimed to
consolidate the company finan-
cially. Those measures were aimed
not only at the trade policy but
also at wagon management and
maintenance including inventory

management. We place empha-
sis on enhancing the efficiency of
cooperation between trade and
rolling stock operation and mainte-
nance. We welcome the activities
of the Ministry of Transport that
are aimed to contribute towards
the strengthening and develop-
ment of rail freight transport in our
country. By introducing a new fra-
mework for railway infrastructure
charges, Slovakia‘s ability to com-
pete with the surrounding coun-
tries in transit transport has grown.
Today it can be stated that ZSSK
CARGO has been stabilising in all
areas. In 2014, ZSSK CARGO ma-
naged to reduce the amount of its
liabilities whilst observing payment
discipline towards its suppliers at
the same time. We also met our
liabilities arising from repayable
loans totalling over EUR 24 million.
On the other hand, the year 2014
was a year with historically lowest
amount of accounted-for invest-
ments since founding of our com-
pany. We primarily invested funds
in rolling stock repairs, including
wagons and locomotives. In order
to ensure the real development of
the company, it is necessary that
the amount of investments in the
renewal of the motive power unit
fleet, transshipment technologies,
ICT, and in the elimination of eco-
logical burdens should be signifi-
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cantly increased in the following
years.

The year 2014 showed ZSSK CAR-
GO's ability to generate a relative-
ly high operating profit, the major
portion of which was, however,
used to make loan and interest
repayments. This causes asset re-
placements to be constrained. Gi-
ven the high depreciation charges
and loan interest payments, as well
as the provisions for unused as-
sets, the total economic result for
2014 is a loss; it should, however,
be noted that this loss is much
lower than the plan expected.

The rail freight transport market is
rather dynamic and open, and is
gradually becoming unified thanks
to the application of EU legisla-
tion. Our effort is to monitor this
segment and to respond flexibly
to the needs of customers. In the
following period it will remain our
priority to discharge the company's
debt and to stabilise the compa-
ny with a view to ensuring its fur-
ther development. ZSSK CARGO's
strength consists in having fair re-
lationships with our business part-
ners as well as in providing a solid
background for our employees, to
whom my thanks especially go.
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LIST OF USED ABBEVIATIONS

AVV
BTS

¢p

EDI

ESTY

EU

IAS

IASB
IFRIC
IFRS

ISP

IT

MPU
MTCRD SR

PED
PGV
RIV

SR
VAT

vuz

ZSSK

ZSSK CARGO
ZSR

zs

General Contract of Use for Wagons (GCU)

BULK TRANSSHIPMENT SLOVAKIA, a.s.

Czech Railways

Electronic Data Interchange

Eastern Slovak Transshipment Yards

European Union

International Accounting Standards

International Accounting Standards Board

International Financial Reporting Interpretations Committee
International Financial Reporting Standards

Information System of Operation

Information Technologies

Motive Power Unit

Ministry of Transport, Construction and Regional Development of the
Slovak Republic

Mail Registry for Electronic Documents

Regulation on Use of Wagons in International Rail Transport of Goods
Agreement Governing the Exchange and Use of Wagons between Railway
Undertakings

Slovak Republic

Value Added Tax

Railway Research Institute

Zelezniéna spoloénost Slovensko, a.s.

Zelezniéna spoloénost Cargo Slovakia, a.s.

Zeleznice Slovenskej republiky

Zelezniéna spolognost, a.s.



Preparing and drawing up contracts with
AAE as the winner of the international ten-
der for the sale of an ownership interest in
the subsidiary Cargo Wagon, a.s.

Preparing an international tendering proc-
ess for the entry of a strategic partner into
the subsidiary ZSSK CARGO Intermodal, a.s.

Resuming Slovakia‘s regular membership
in the Agreement on International Goods
Transport by Rail (SMGS) as of 1 October
2014.

Drawing up the comprehensive material
,Systemic support for the transport of single
wagonloads on Slovakia's railway network®,
and launching the project of systemic sup-
port for single wagonloads in the operating
conditions - at the first stage by way of sur-
veys conducted at the regional level by the
first customer contact staff in the regions of
the whole Slovak railway network.

Drawing up the ,Concept of ZSSK CARGO
motor traction motive power units for 2015
-2021%.

Approving the ,Technical specifications
of new multi-system electric traction mo-
tive power units“ which are planned to be
procured due to changes in the system of
traction power supply on the ZSR network,
as well as due to the regular renewal of
ZSSK CARGO electric traction motive power
units.

Setting up a crosssectional task force
to adopt measures aimed at enhancing
the daily availability of modernised mo-
tive power units of the 736, 746, 756 and
773.8 series.

Fulfilling the measures laid down in the
,ZSSK CARGO Rolling Stock Development
Concept for 2013 - 2017“ in order to op-
timise the situation in the wagon fleet and
the motive power unit fleet with respect
to the expected business and operational
needs of ZSSK CARGO.

Coordinating the activities of the ZSSK
CARGO Steering Committee for the pur-
pose of determining the optimum number

MILESTONES OF THE YEAR 2014

of freight wagons and motive power units
on a quarterly basis with respect to the ex-
pected transport volumes.

Being a successful tenderer in transport,
maintenance and repair service tenders
announced by ZSSK CARGO's strategic
customers.

Launching the services of intermodal
transport from the Greek port Pireus (Thri-
asio station) to the Bratislava UNS (Central
Freight Station) and the Ceska Trebova sta-
tion (Czech Railways).

The gradual launching of the operation of
electronic invoices based on the EDI appli-
cation, starting from 1 April 2014 accor-
ding to the pilot customer schedule, with
the final stage of double-entry full opera-
tion taking place at the end of the year.

Launching electronic data interchange with
this customer's information system at the
connecting point in Haniska pri Kosiciach
(broad-gauge).

Involving other customers in the testing of
electronic submission via the ISP customer
portal.

Launching the full operation of invoices
sending via the PED repository also for non-
core business customers (once a contract
is signed, all invoices are sent to the cus-
tomer electronically).

Providing the ISP customer portal services
on a contractual basis for a fee, as well as
providing chargeable information on the
wagon location via the info service.

Implementing the project ,Central Con-
tracts Register” within the SAP information
system, linked to SAP objects, and with the
partially computerised process of contract
processing on the part of the SAP informa-
tion system.

Implementing new technologies in the
ZSSK CARGO conditions, aimed inter alia at
IT security, centralised administration, etc.

In November 2014, a re-certification audit
of the product ,rolling stock maintenance
and repairs* was successfully conducted in
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accordance with STN EN ISO 9001:2008,
with the certificate of quality being retained
for another three years.

Purchasing technological equipment for
the ultrasound measurement of residual
stresses in the rims of whole freight wagon
wheels, and commissioning a wheelset
lathe technological device at the Zilina
freight wagon repair workshop.

Obtaining approval for the use of Sgnss
wagons being extended to the transport of
round timber on stanchion pallets.

Reconstructing 4 two-system electric lo-
comotives of the 363 series, with a multi-
ple-unit control system installed enabling
the control of coupled locomotives from a
control locomotive, including successful
type tests onthe VUZ Cerhenice test circuit.

Implementing the 2nd stage of reconstruc-
tion of frequency changers and of a portal
crane at the Eastern Slovak Transshipment
Yards in Cierna nad Tisou.

Replacing the cabins of bridge cranes at
the Eastern Slovak Transshipment Yards
in Cierna nad Tisou, and leasing TEREX/
FUCHS RHL 350D diesel-hydraulic excava-
tors with an electronic engine regulator and
a height-adjustable pull-out cabin (hydrau-
lic control).

Reconstructing the main switch, the cir-
cuit breakers and the static charger on a
240-series locomotive.

Reconstructing the radio-communication
equipment on 4 locomotives of 363-series
and on 2 locomotives of 183-series.

Extending the functionalities of the opera-
tions information system, with a focus on
motive power unit and locomotive driver
performance figures; support for dispatch-
er work with empty wagons; modifications
to train documentation and wagon labels;
and on the extension of the technical loco-
motive running foreman module.

Putting in place the monitoring and eval-
uation of efficiency of the use of company
cars via the GPS system.
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FREIGHT TRANSPORT

In 2014 our company transported
36,017 million tons of goods. Al-
though this is a decrease of 290
thousand tons when compared to
2013, the transport volume plan-
ned for 2014 was exceeded by ne-
arly 120 thousand tons.

The largest share in the transport
volume (about 66%) is imputable
to the transport of raw materials
and metallurgical products. When
compared to 2013, an increase

in the volume of transported iron
ore is gratifying. A decline was re-
corded in the commodity of coal,
which was caused not only by a
mild winter leading to lower de-
mand on the part of heating plants
but also by competitors® fight.

The year 2014 confirmed the po-
sitive trends in the commodity of
timber, where, thanks to lower
charges for the use of railway infra-
structure, a road-to-rail shift in the

Freight transport by commodities

transport of timber is partially suc-
cessful. On the contrary, the trans-
port of petroleum products shows
a downward tendency.

An achievement made in 2014 was
almost a 2.5-fold rise in the volu-
me of goods transported (1,562.7
thousand tons) by our company
along the whole transport route, in-
cluding the foreign route sections,
which were served through sub-
contractors.

In thousand of tons 2014 2013 2012 2011 2010 2014/13
Iron ore 12,918 12,589 11,924 12,253 12,268 1.03
Metals 5,450 5,537 5,906 5,543 5,769 0.98
Coal 4,772 5,028 5,516 5,950 6,422 0.95
Building material 3,022 3,015 2,936 3,223 3,118 1.00
Timber 2,577 2,333 1,968 2,308 2,448 1.10
Chemical products 2,259 2,181 1,874 2,578 2,730 1.04
Petroleum products 1,921 2,232 2,011 2,195 2,154 0.86
Intermodal transport 1,864 2,018 1,870 2,243 2,779 0.92
Unspecified 874 1,043 1,001 768 623 0.84
Foodstuffs 360 331 277 421 298 1.09

36,017 36,308 35,284 37,483 38,610 0.99

Classification according to the commodities

Iron ore @

Metals

Coal

Building material Il
Timber N

Chemical products ll
Petroleum products 7]
Intermodal transport Il
Unspecified E
Foodstuffs (]




Domestic freight transport

2014 2013
Transported goods (in thous. of tons) 4,245 4,473
Operation Performance (in mil. of net tkm) 796 787
Average forwarding distance (in km) 187.5 175.8
International freight transport
Import 2014 2013
Transported goods (in thous. of tons) 14,812 14,515
Operation performance (in mil. net tkm) 2,236 2,243
Average forwarding distance (in km) 151.0 154.6
Export 2014 2013
Transported goods (in thous. of tons) 8,282 8,661
Operation performance (in mil. net tkm) 1,167 1,108
Average forwarding distance (in km) 140.9 127.9
Transit 2014 2013
Transported goods (in thous. of tons) 8,678 8,659
Operation performance (in mil. net tkm) 2,690 2,673
Average forwarding distance (in km) 309.9 308.7
International Transport in Total 2014 2013
Transported goods (in thous. of tons) 31,772 31,835
Operation performance (in mil. net tkm) 6,092 6,024
Average forwarding distance (in km) 191.8 189.2
Freight traffic performance
(mil. gross tkm) 2014 2013
Electric Traction 11,232 10,998
Diesel Traction 1,217 1,561
Total Freight Performance 12,449 12,559
Freight operation performance
(mil. net tkm) 2014 2013
Electric Traction 6,203 6,052
Diesel Traction 588 728
Total Operation Performance 6,791 6,780

Note: Operating performance is calculated in real net tkm.

2012
4,206
690
164.0

2012
14,740
2,374
161.1
2012
8,057
1,110
137.8
2012
8,281
2,680
323.6
2012
31,078
6,164
198.3

2012
11,608
1,645
13,253

2012
6,258

759
7,016

2011
4,566
712
156.0

2011
15,364
2,613
170.1
2011
8,768
1,202
1371
2011
8,785
2,763
314.5
2011
32,917
6,578
199.8

2011
12,797
1,838
14,635

2011
6,761
837
7,598

2010
4,413

762
172.7

2010
15,924
2,686
168.7
2010
9,325
1,404
150.6
2010
8,947
2,817
314.9
2010
34,196
6,907
202.0

2010
13,301
2,156
15,457

2010
7,037

984
8,021

2014/2013
0.95
1.01
1.07

2014/2013
1.02
1.00
0.98
2014/2013
0.96
1.05
1.10
2014/2013
1.00
1.01
1.00
2014/2013
1.00
1.01
1.01

2014/2013
1.02
0.78
0.99

2014/2013
1.02
0.81
1.00
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Ratio of operating and traffic performance in freight transport

(%) 2014 2013 2012 2011 2010 2014/2013
nettkm / gross tkm 54.55 53.99 52.94 51.91 51.90 1.01

Train-path kilometres in freight transport

(in thousand of train-path kms) 2014 2013 2012 2011 2010 2014/2013
Electric Traction 7,413 7,394 7,825 8,802 9,058 1.00
Diesel Traction 1,725 2,051 2,122 2,482 2,889 0.84
Freight Transport in Total 9,138 9,445 9,947 11,284 11,947 0.97

STRUCTURE OF MPU

Development of MPU number

2014 2013 2012 2011 2010

Electric locomotives 299 309 309 323 324
Diesel locomotives 338 338 338 8IS 372
Diesel coaches 1 1 1 1 1
638 648 648 697 697

Besides MPU in personal possession mentioned in the table, ZSSK CARGO used also 12 diesel locomotives acqui-
red through financial leasing.

Age structure of MPU
Years Up to 15 Up to 30 Over 30 Total
Electric locomotives 6 27 266 299
Diesel locomotives 49 33 256 338
Diesel coaches - - 1 1

55 60 523 638

[
o
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STRUCTURE OF FREIGHT WAGON FLEET

Development of number of wagons

2014 2013 2012 2011 2010

Covered wagons 1,963 1,964 1,952 2,141 2,190
Open wagons 6,524 6,694 6,808 6,860 7,125
Flat wagons 3,306 3,311 3,076 2,973 2,891
Other freight wagons 1,473 1,473 1,473 1,474 1,482
13,266 13,442 13,309 13,448 13,688

Besides above-mentioned wagons in personal possession, ZSSK CARGO rented 1,104 wagons through the financial
leasing as at 31 December 2014. Financial leasing was used also in the previous years.

Number of wagons according to the international specifications and their age structure

Years Upto 15 Up to 30 Over 30 Total
E - ordinary open high-sided wagon 448 3,088 2,156 5,692
F - special open wagon - - 832 832
G - ordinary covered wagon - 228 80 308
H - special covered wagon 713 88 498 1,299
K - ordinary flat wagon 14 18 213 245
L - special flat wagon 242 - 3 245
R - ordinary flat bogie wagon 532 235 937 1,704
S - special flat bogie wagon 281 397 434 1,112
T- wagon with opening roof - 248 108 356
U - special wagon - 123 91 214
Z - tank wagon - 382 877 1,259

2,230 4,807 6,229 13,266

11
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CAPITAL INVESTMENTS OF ZSSK CARGO

(accounting balance as at 31.12.2014 in EUR)

Company l"ltlmber of Type Share Value of Capital
equities (pcs) (%) Investments

Intercontainer - Interfrigo s. c. Brussels, Belgium 385 paper 0.03 7,610.33
Bureau Central de Clearing s. c. r. |. Brussels, Belgium 4 paper 2.96 2,974.72
BULKTRANSSHIPMENT SLOVAKIA, a.s. 54,932 paper 40 2,829,503.54
Cargo Wagon, a.s. 103 paper 100 10,002,500.00
ZSSK CARGO Intermodal, a.s. 25 paper 100 27,500.00
12,870,088.59

INTEGRATED MANAGEMENT SYSTEM

The top management places great
emphasis on ensuring that our cus-
tomers are satisfied with the quality
of the transport process. Besides,
the company constantly monitors the
situation as to employees‘ occupatio-
nal safety and health protection with
a view to minimising the risk of bodily
injuries suffered by employees or of
damage or losses occasioned by in-
dustrial diseases. The integrated ma-
nagement system is an indispensable
instrument that is used by the compa-
ny‘s management to accomplish de-
manding tasks regarding the quality
of provided services and occupatio-
nal safety and health protection.

In 2014, the independent certifica-
tion company TUV SUD checked the
functionality of the integrated ma-
nagement system and confirmed
the rightfulness of the manage-
ment system certificates awarded
pursuant to ISO 9001 and OHSAS
18001.

We hold these certificates:

M According to the ISO 9001 stan-
dards for the following products:

M Railway freight transport (lo-
gistic trains)

M Maintenance and repairs of
rolling stock

M Procurementand Purchase Pro-
cesses, Methods and Analysis
Processes, Storage Processes
and Services, Fleet of vehicles,
Processes and Services

M East Slovak Transshipment
Yards

M Ensuring professional qua-
lification and education of
employees

M According to the OHSAS 18001
standards:

B Managerial system of work
safety and health protection
at work
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HUMAN RESOURCES

As at 31.12.2013, the company employed 6,332 people. Via mobility and optimization the number of registered
employees was 6,103 as at 31.12.2014. As compared with the year 2013, an employment decrease by 229 people
(3.62%) is indicated.

Age structure

3000 [~ 2,910 2,940
2500 - H number of employees as at 31. 12. 2014

CInumber of employees as at 31. 12. 2013

2,144
2,014
2000 [~
1500 [~
992
1000 [— 870
500 [~
289 945
L 20 1
0 18-29 30-39 40-49 50 - 62 over 62

M The largest decrease in the number of employees (130 employees - 56.77%) was found in the age category 40
- 49 years of the total number of employees decrease (229 employees).

M The largest number of employees (2,910 employees - 47.68%) was found in the age category 50 - 62 years.
As at 31.12.2014, the average age of employees was 47.95.

Structure of employees by education

3500 [~ 3,330
3,229
3000 [~
M number of employees as at 31. 12. 2014
2500 [~ CInumber of employees as at 31. 12. 2013
2,212
2,077 ]
2000 [~
1500 [~
1000 [~
690 664
500 [~
107 126
0 Elementary Apprentice Complete University
school secondary

technical
education
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M the largest decrease in the headcount was found in the category of ,employees with apprentice education” (135
employees - 59%), compared to the total headcount reduction (229 employees).

M the highest number of ZSSK CARGO employees (3,229 employees - 53%) fall within the category of ,employees
with complete secondary technical education®.

The average wage for the year 2014 was 858.40 EUR which represents an 4.94% increase as compared with the
year 2013.

As part of HR development in the area of training and education, a residential training course for engine drivers
and a residential examiner training course aimed at attaining vocational skills required under the Railways Act were
held in 2014.

The company had a collective agreement with 13 trade union headquarters.
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RISKS

ZSSK CARGO's activities in 2014
were influenced by a number of
internal and external factors and
risks that had a varying impact on
the achievement of its main goals:

M The developments in Ukraine
and the Russian Federation
brought about uncertainty and
loss of transports from the for-
mer countries of the Common-
wealth of Independent States.

B Asinthe previousyear, the railway
operations in 2014 were also af-
fected by the modernisation of
ZSR railway lines (including other
surrounding infrastructures),
which had an adverse impact on
the smoothness and efficiency of
train traffic and goods transport
and required a greater number
of wagons, motive power units
and operating staff.

B The year 2014 saw an increase
in the transport volumes achiev-
ed by competing rail carriers,
such increase being seen al-
most exclusively in the transport
of containers. Tough competi-
tion puts pressure on the pricing
policies of individual carriers,
including ZSSK CARGO, leading
to a decline in revenues from
certain transport services. The
company will focus on stabili-
sing its share in Slovakia‘s rail
transport market.

B Continuing the application of the

Principles of the State Transport
Policy of the Slovak Republic
and promoting environmentally
friendly modes of transport by
temporarily reducing the char-
ges for the use of railway infra-
structure, the company mana-
ged to divert certain transports
from road back to rail.

B The continued overloading and

low efficiency in the transport of
single wagonloads has a nega-
tive impact on the company‘s
economic results.

M Failure to implement all invest-

ment projects due to various
factors in the procurement proc-
ess (inadequate specification
of technical conditions, lengthy
procurement process, decision
of the management/sharehol-
der) as well as due to unexpect-
ed complications in the imple-
mentation phase has a negative
impact on the operating results
and the budgeted savings. The
year 2014 was also marked by a
shortage of funds; these prima-
rily went towards reducing the
company‘s debt. The amount
of capital expenditures was the
lowest since the establishment
of the company in 2005, and
did not cover standard replace-
ment costs, which precluded the
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development of the company to
the extent required. Capital ex-
penditure projects were primarily
aimed to ensure the operability
of freight wagons and locomoti-
ves by carrying out technical in-
spections and H-repairs, and to
remove emergency conditions.

B By applying the public procure-

ment principles, ZSSK CARGO as
a contracting authority prolongs
the purchasing process, which
results in the company‘s lower
flexibility and competitiveness
in the conduct of both core and
non-core business activities.

M Owing to a time shift in the Car-

go Wagon transactions, a need
arose for ensuring revision re-
pairs of freight wagons.

B Changes in the customers’ re-

quirements affected the need for
a fleet of freight wagons (espe-
cially Eas series).

B The persisting high fault rate and

unreliability of modernised mo-
tor traction locomotives entails a
higher operating demand for the
chosen series of locomotives.

B A high level of redundant assets

that burdens the company with
additional costs which was im-
possible to sell or to place in the
market.

15
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EXPECTED FUTURE DEVELOPMENT

Based on adopted Resolution of
the Government of the Slovak Re-
public No. 390/2013 of 10 July
2013, a process was launched
to implement several measures
aimed at the economic consolida-
tion and further development of
ZSSK CARGO. In 2014, a process
was undertaken to select qualified
partners to enter two subsidiaries,
and negotiations were conduc-
ted about the setting of further

cooperation so as to improve the
company‘s economic results and
reduce its total debt. The sale of
ownership interests in the subsidi-
ary Cargo Wagon, a.s., is expected
to be completed in the first half of
2015. Thereafter, an international
tender will be held to find a strate-
gic partner to enter the subsidiary
ZSSK CARGO Intermodal, a.s., with
the closing of the tender expected
to come about at the end of 2015.

The company will continue the cho-
sen trend of optimising the intra-
company processes and making
them more efficient. In the years
to come, the company expects to
stabilise its transport volumes and
revenues, which can, however, be
negatively affected by external fac-
tors, especially by the advantages
of road transport, the continued
slow economic recovery, and tough
competition.

PARTICULAR INFORMATION FOR THE YEAR 2014

In 2014, an international tender
was held and negotiations conduc-
ted with its winner as a strategic in-
vestor to join the subsidiary Cargo
Wagon, a.s. At ZSSK CARGO invest-
ment and development activities
were restrained; the real entry of
a strategic investor and the imple-
mentation of measures aimed at
the economic consolidation of the
company are expected particularly
in 2015.

SELECTED ECONOMIC INDICATORS

In 2014, the company did not ex-
pend any research and develop-
ment costs.

The company does not have any
business units abroad.

No events have occurred subse-
quent to the end of the financial
year as of 31 December 2014 that
would significantly affect the fair
presentation of facts disclosed in
the attached financial statements.

According to the data from the separate financial statement

A recognised accounting loss of
EUR 5,492 thousand for 2014 will
be proposed to be reclassified to
accumulated losses from previous
years.

In thousand of EUR 2014 2013
Total assets 551,240 657,859
Long-term tangible property 296,904 517,166
Assets held for sale 180,429 -
Equity 114,138 119,630
Loans (short-term + long-term) 233,128 275,244
Revenues 296,216 369,132
Costs (292,441) (357,415)
Profit/(loss) out of financial operatios (9,228) (11,373)
Income tax (39) (82)
Economic result (5,492) 262
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European Union

Year ended 31 december 2014
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INDEPENDENT AUDITOR’S REPORT

Ernst & Young Stovakia, spol, s o, el +LEl 233339111
HodZovo ndmestie 14 Fax: +421 2 3333 9222
A11 06 Bralisiava 2y.com

Building  better Slovenska republika
working world

Independent Auditors’ Report

To the Shareholders of Zelezniéna spalodnost Carga Slovakia, a.5.:

We have audited the accompanying separate financial statements of Zelezniéna spoloénost Cargo
Slovakia, a.s. (‘the Company’), which consist of the statement of financial position as at
31 December 2014 and the statements of income, comprehensive income, changes in equity and
cash flows for the year then ended, and a summary of significant accounting policies and other
explanatory information.

Management's Responsibility for the Financial Statements

Management is responsible for the preparation and presentation of separate financial statements
that give a true and fair view in accordance with the International Financlal Reporting Standards as
adopted by the EU, and for such internal controls as management determines are necessary to
enable the preparation of separate financial statements that are free from material misstatement,
whether due to fraud or error.

Auditors’ Responsibility

Qur responsibility is to express an opinion on these separate financial statements on the basis of
our audit. We conducted our audit in accordance with the International Standards on Auditing.
Those standards require that we comply with ethical requirements and plan and perform the audit
to obtain reasonable assurance as to whether the separate financial statements are free from
material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the separate financial statements, The procedures selected depend on the auditors'
judgment, including assessment of the risks of material misstatement of the separate financial
statements, whether due to fraud or error, In making those risk assessments, the auditor considers
the internal controls relevant to the entity's preparation of separate financial statements that give a
frue and fair view, 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
conirols. An audit also includes evaluating the appropriateness of the accounting policies used and
the reasonableness of accounting estimates made by management, as well as evaluating the
overall presentation of the separate financial statements.

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

Opinion

In our opinion, the separate financial staterments give a true and fair view of the financial position of
the Company as at 31 December 2014, and of its financial performance and its cash flows for the
year then ended in accordance with International Financial Reparting Standards as adopted by the
EU.

THIS IS A TRANSLATION OF THE ORIGINAL SLOVAK REFORT

Spatednost m Uy Ernst & Young Goba Limiked
Cinzk & Foung Sl i
e

[ELTAETY

rvahia, 2pol. 5 Lo, 1002 35 04¢ 463, zapizané v Sbchodram regist-i Skrosréno sy Brakslavs | sedie; Sro. vieika E50; 27004/8 a v zoznaie audkoroy vedenom
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EY

Building a better
working world

Emphasis of Maftter
Without qualifying our opinion, we draw attention to the following matters:

i, As set outin Note 2.1 to the financial statements, the Company reported total accumulated
losses of EUR 288,762 thousand. The future of the Company depends on the implementation
of measures directly linked to the revitalization program for the railways sector passed by the
Slovak government in 2013. This sifuation indicates the existence of a material uncertainty that
may cast significant doubt on the Company's ability to continue as a going concern.

ii. As set out in Note 21 to the financial statements, the Company recorded provisions of EUR
22,838 thousand for potential environmental remediation. Estimates of the future costs relating
to environmental remediation are not necessarily accurate, due to uncertainties concerning the
constant development of laws and regulatory requirements on the environment and the
methods, timing and extent of corrective action, and so cannot be precisely specified. These
costs could have a significant impact on the Company's financial results in future accounting
periods.

iii. As setoutin Note 25 to the financial statements, the Company has significant related party
transactions and significant trading relationships with Zeleznice Slovenskej republiky and
Zelezniéna spolognast Slovensko, a.s., which are generally contracted on an annual basis.

17 April 2015
Bratislava, Slovak Republic

Ernst & Young Slovakia, spols r.o. Ing. Martin Ostrochovsky
SKAU Licence Na. 257 i UDVA Licence No. 1056

L g% el 7
j oy

THIS IS A TRANSLATION OF THE CRIGINAL SLOVAK REPORT
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STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED 31 DECEMBER 2014

In thousands of EUR Note 31 December2014 31 December2013
Revenues
Transportation and related revenues 3 281,805 283,241
Other revenues 4 14,411 85,891
296,216 369,132
Costs and expenses
Consumables and services 5 (128,936) (163,896)
Staff costs 6 (90,247) (87,977)
Eg&fg::togr,]grirrl](;;tri]sg;ilznazzstismpairment of property, plant and 11,12 (65,682) (103,676)
Other operating revenues (expenses), net 7 (7,576) (1,866)
(292,441) (357,415)
Finance costs
Interest expense 8 (9,874) (11,235)
Other finance revenues (costs), net 9 646 (138)
(9,228) (11,373)
Income tax 10 (39) (82)
Profit (Loss) for the period (5,492) 262
Other comprehensive income for the period - -
Total comprehensive income for the period (5,492) 262

The accounting policies and notes form an integral part of the financial statements.

Approved by Ing. Vladimir Luptak and Ing. Peter Fejfar on behalf of the Board of Directors on 15 April 2015.
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STATEMENT OF FINANCIAL POSITION AS AT 31 DECEMBER 2014

In thousands of EUR Note 31 December2014 31 December2013
ASSETS
Non-current assets
Property, plant and equipment 12 296,904 517,166
Intangible assets 11 10,140 12,514
Investment in joint venture 13 2,840 1,541
Investment in subsidiaries 13 10,030 59
319,914 531,276
Current assets
Inventories 14 7,209 8,559
Trade and other receivables 15 43,383 117,953
Cash and cash equivalents 16 305 71
50,897 126,583
Assets held for sale 24 180,429 -
231,326 126,583
TOTAL ASSETS 551,240 657,859
EQUITY AND LIABILITIES
Shareholder’s equity
Share capital 17 401,646 401,646
Legal reserve fund 17 26 -
Other funds 17 1,228 1,228
Accumulated losses 17 (288,762) (283,244)
Total equity 114,138 119,630
Non-current liabilities
Subordinated debt 18 97,720 117,220
Interest-bearing loans and borrowings 19 13,098 15,153
Employee benefits 20 14,993 14,062
Provisions 21 29,641 22,148
Trade and other payables 22 35,546 -
Finance lease liabilities 23 17,671 39,004
Other non-current liabilities 22 200 155
208,869 207,742
Current liabilities
Subordinated debt 18 19,500 19,500
Interest-bearing loans and borrowings 19 102,810 123,371
Employee benefits 20 852 682
Provisions 21 9,560 11,019
Trade and other payables 22 73,973 161,297
Finance lease liabilities 23 21,538 14,618
228,233 330,487
Liabilities directly associated with assets held for sale 24 - =
Total liabilities 437,102 538,229
TOTAL EQUITY AND LIABILITIES 551,240 657,859

The accounting policies and notes form an integral part of the financial statements.

Approved by Ing. Vladimir Luptak and Ing. Peter Fejfar on behalf of the Board of Directors on 15 April 2015.
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STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 31 DECEMBER 2014

In thousands of EUR c:::;: = resft: rr\:: Other funds Accum:u(:::z: Total
At 1 January 2013 401,646 - 1,228 (283,506) 119,368
Loss for the period - - - 262 262
Other comprehensive income - - - - -
Total comprehensive income - - - 262 262
At 31 December 2013 401,646 - 1,228 (283,244) 119,630
Profit for the period - - - (5,492) (5,492)
Other comprehensive income - - - - -
Total comprehensive income - - - (5,492) (5,492)
Legal reserve fund - 26 - (26) -
At 31 December 2014 401,646 26 1,228 (288,762) 114,138

The accounting policies and notes form an integral part of the financial statements.

Approved by Ing. Viadimir Luptak and Ing. Peter Fejfar on behalf of the Board of Directors on 15 April 2015.
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STATEMENT OF CASH FLOWS

FOR THE YEAR ENDED 31 DECEMBER 2014
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In thousands of EUR Note 31December2014 31 December2013
Cash flows from operating activities
Profit / (Loss) before tax (5,453) 344
Adjustments for:
Non-cash items
Depreciation, amortisation and impairment of property, plant and equipment and 11,12 65,430 103,676
intangible assets
Loss (gain) on sale of property, plant and equipment (693) (2,047)
Allowance of receivables and inventories 14, 15 (894) 326
Interest expense 8 9,874 11,235
Interestincome - -
Movements in provisions and employee benefits 7,186 (4,292)
Other non-cash items 4,13 (1,061) (69,944)
74,389 39,298
Working capital adjustments
Decrease in inventories 1,340 271
Decrease (increase) in trade and other receivables 5,529 (4,867)
Increase (decrease) in trade and other payables 8,433 (2,442)
Cash flows from operating activities 89,691 32,260
Income tax paid 10 (36) (82)
Net cash flows from operating activities 89,655 32,178
Investing activities
Purchase of property, plant and equipment 11,12 (24,197) (25,124)
Share capital contribution in subsidiaries 13 (10,191) (55)
Proceeds from sale of property, plant and equipment 1,079 17,969
Net cash flows from (used in) investing activities (33,309) (7,210)
Financing activities
Proceeds from loans and borrowings 19,20 9,975 45,350
Repayment of loans and borrowings 20 (19,898) -
Repayment of subordinated debt 18 (19,500) (19,500)
Interest paid (9,558) (11,006)
Interest received = =
Payments of finance lease liabilities 23 (14,413) (33,234)
Net cash flows used in financing activities (53,394) (18,390)
Net (decrease) increase in cash and cash equivalents 2,952 6,578
Cash and cash equivalents at 1 January 16 (88,402) (94,980)
Cash and cash equivalents at 31 December 16 (85,450) (88,402)

The accounting policies and notes form an integral part of the financial statements.

Approved by Ing. Vladimir Luptak and Ing. Peter Fejfar on behalf of the Board of Directors on 15 April 2015.
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NOTES TO THE SEPARATE FINANCIAL STATEMENTS

1. GENERAL
INFORMATION

Information on Reporting entity

Zelezniéna spolocnost Cargo Slo-
vakia, a.s. (“ZSSK CARGO” or “the
Company”), a joint stock company
registered in the Slovak Repubilic,
was founded on 1 January 2005 as
one of two successor companies to
Zelezniéna spoloénost, a.s. (“ZS”).
ZSSK CARGO was incorporated with
the Commercial Register of the Dis-
trict Court Bratislava |, Section Sa,
Insert No. 3496/B at the date of
its establishment, ICO 35 914 921,
DIC 20 219 200 65.

The Slovak Republic is the sole
shareholder of the Company throu-
gh the Ministry of Transport, Con-
struction and Regjonal Develo-
pment of the Slovak Republic
(“MTCRD”) with its registered office
on Namestie slobody 6, 811 06
Bratislava. The Company does not
belong to any group for consolida-
tion purposes. The Company is not
an unlimited liability partner in any
other company.

The Company’s predecessor, 7S,
was founded on 1 January 2002
through the demerger of Zelezni-
ce Slovenskej Republiky (“ZSR”)
and assumed responsibility for the
provision of freight and passenger
rail transport and traffic services
within Slovakia, while ZSR retained
responsibility for the operation of
the traffic routes. ZS was dissol-
ved without liquidation effective 31
December 2004 and replaced, fol-
lowing a second demerger, by two
newly established successor com-
panies: Zelezniéna spoloénost Slo-
vensko, a.s. (“ZSSK”) for passenger
transportation and traffic services
and ZSSK CARGO for freight trans-
portation and traffic services.
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Principal activities

ZSSK CARGO’s main business is
the provision of freight transpor-
tation and related services. Addi-
tionally, the Company rents pro-
perties and provides repair and
maintenance, cleaning and other
support services to ZSSK and other
external customers. The Company
is organized and managed as a sin-
gle business unit and is viewed as
a single operating unit by the Bo-
ard of Directors for the purposes of
resource allocation and assessing
performance.

The registered office of ZSSK
CARGO

Drienova 24
820 09 Bratislava
Slovak Republic

These separate financial state-
ments are filed at the Company’s
registered address and at the
Commercial Register of the District
Court Bratislava |, Zahradnicka 10,
812 44 Bratislava.

2.1 BASIS OF
PREPARATION AND
MEASUREMENT

These separate financial state-
ments were approved and authori-
zed for issue by the Board of Direc-
tors on 15 April 2015. The General
Meeting held on 25 June 2014 ap-
proved the Company’s financial sta-
tements for the previous accoun-
ting period.

The financial statements have been
prepared on the historical cost ba-
sis. These financial statements
constitute the statutory accounts
of ZSSK CARGO, prepared in accor-
dance with Article 17a (6) of Slovak
Act No. 431/2002 Coll. on Accoun-

ting for the accounting period from
1 January 2014 to 31 December
2014.

The financial statements were
prepared using the going concern
assumption that the Company will
continue its operations for the fore-
seeable future. The Company repor-
ted a loss of EUR 5,492 thousand
for the year and total accumulated
loss of EUR 288,762 thousand. In
2014, Company failed to meet fi-
nancial covenants for one particu-
lar loan contract (note 19).

The Government of the Slovak re-
public approved the resolution No.
390/2013 on 10 July 2013 which
sets measures to consolidate rail
freight transport and its implemen-
tation should allow an economic
consolidation and further develop-
ment of the Company. The measu-
res compensate a late introduction
of a new regulatory framework for
rail freight companies in the form of
reduced fees for the use of railway
infrastructure in the years 2014-
2016 and also allow the Company
to establish three subsidiaries in the
sector of management of wagons,
intermodal transport and repair
and maintenance of machines and
wagons and subsequently allow
qualified and reputable partners to
enter into those subsidiaries. The
Company established two subsidi-
aries Cargo Wagon, a.s. and ZSSK
CARGO Intermodal, a.s. in 2013.
The Company signed a sale and pur-
chase of shares contract with AAE
Wagon a.s. (member of VTG/AAE
Group), the winner of the internati-
onal tender on 5 March 2015. Ac-
cording to the contract AAE Wagon
a.s. will acquire 66% of share capi-
tal of Cargo Wagon, a.s. A sharehol-
ders agreement governing relations
between both shareholders AAE
and ZSSK CARGO has been also



signed. After an approval of the An-
timonopoly authorities, registering
transfer of share and the fulfillment
of other conditional clauses the fi-
nal transaction documents, which
have already been agreed on and
approved by both parties, will be
signed - Agreement on transfer of
movable assets for consideration
and subsequent lease back of me-
ans of transport (Agreement on sale
of 12 342 railway carriages and lea-
se back of 8 216 railway carriages)
and Bank loan agreement between
financing banks and Cargo Wagon,
a.s. which will be used to finance
the purchase of railway carriages.
ZSSK CARGO will subsequently
receive a payment for the sale of
carriages of EUR 216.6 million (incl.
VAT) which will be used to decrea-
se Company'‘s debt. The Company
is expecting the finalization of the
deal in May - June 2015. The Com-
pany also expects the finalization of
the entry process into ZSSK CARGO
Intermodal, a.s. The aim of establis-
hing subsidiaries is besides a sig-
nificant debt reduction a gradual
achievement of balanced budget in
medium-term while continuing with
other internal measures to increase
the productivity and efficiency of in-
ternal processes.

The financial statements and ac-
companying notes are presented
in thousands of Euro.

The Company’s financial year is
the same as the calendar year.

Statement of compliance

These financial statements have
been prepared in accordance with
International Financial Reporting
Standards as adopted by the Euro-
pean Union (“IFRS”). IFRS compri-
se standards and interpretations
approved by the International Ac-
counting Standards Board (“IASB”)
and the International Financial Re-
porting Interpretations Committee
(“IFRIC™).

At this time, due to the endorse-
ment process of the European
Union and the nature of the Com-
pany’s activities, there is no diffe-
rence between the IFRS policies
applied by the Company and those
adopted by the European Union.

2.2 CHANGES IN
ACCOUNTING
POLICIES AND
DISCLOSURES

Standards issued but not yet effe-
ctive up to the date of issuance of
the Company’s separate financial
statements are listed below:

M IAS 1 Amendments to IAS 1:
Disclosure Initiative (effective
for annual periods beginning on
or after 1 January 2016; these
amendments have not been ap-
proved by the EU yet);

M IAS 16 IAS 41 Amendments to
IAS 16 and IAS 41: Bearer Plants
(effective for annual periods be-
ginning on or after 1 January
2016; these amendments have
not been approved by the EU yet);

H IAS 16 IAS 38 Amendments to
IAS 16 and IAS 38: Clarification
of Acceptable Methods of Depre-
ciation and Amortisation (effecti-
ve for annual periods beginning
on or after 1 January 2016; the-
se amendments have not been
approved by the EU yet);

M IAS 19 Amendments to IAS 19
Defined Benefit Plans: Employee
Contributions (effective for an-
nual periods beginning on or af-
ter 1 July 2014);

M IAS 27 Amendments to IAS 27:
Equity Method in Separate Fi-
nancial Statements (effective
for annual periods beginning on
or after 1 January 2016; these
amendments have not been ap-
proved by the EU yet);
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M IFRS 9 Financial Instruments (ef-
fective date for annual periods
beginning on or after 1 Janua-
ry 2018; this standard has not
been approved by the EU yet);

M IFRS 10 IAS 28 Amendments
to IFRS 10 and IAS 28: Sale or
Contribution of Assets between
an Investor and its Associate
or Joint Venture (effective for
annual periods beginning on
or after 1 January 2016; these
amendments have not been ap-
proved by the EU yet);

M IFRS 10 IFRS 12 IAS 28 Amend-
ments to IFRS 10, IFRS 12 and
IAS 28: Investment entities: Ap-
plying the Consolidation Excepti-
on (effective for annual periods
beginning on or after 1 January
2016; these amendments have
not been approved by the EU yet);

M IFRS 11 Amendments to IFRS
11: Accounting for Acquisition of
Interests in Joint Operations (ef-
fective for annual periods begin-
ning on or after 1 January 2016;
these amendments have not
been approved by the EU yet);

B IFRS 14 Regulatory Deferral Ac-
counts (effective for annual peri-
ods beginning on or after 1 Janu-
ary 2016; this standard has not
been approved by the EU yet);

B IFRS 15 Revenue from Contracts
with Customers (effective for
annual periods beginning on or
after 1 January 2017, this stan-
dard has not been approved by
the EU yet);

Annual improvements to IFRSs
2010 - 2012 Cycle (effective for
annual periods beginning on or af-
ter 1 July 2014);

Annual improvements to IFRSs
2011 - 2013 Cycle (effective for
annual periods beginning on or af-
ter 1 July 2014);

Annual improvements to IFRSs
2012 - 2014 Cycle (effective for
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annual periods beginning on or af-
ter 1 January 2016; these improve-
ments have not been approved by
the EU yet).

The principal effects of these chan-
ges are as follows:

Amendments to IAS 1: Disclosure
Initiative

The amendments address some
of the concerns expressed about
the existing presentation and
disclosure requirements and ens-
ure that the entities are able to
use judgement when applying IAS
1. The amendments clarify that
materiality applies to the whole
financial statements and that the
inclusion of immaterial information
can inhibit the usefulness of the
disclosures. It is also emphasized
that the companies have flexibi-
lity about the order in which they
present the notes to the financial
statements, considering the un-
derstandability and comparability
of the information. The Company
is considering the impact of these
amendments on its separate finan-
cial statements.

Amendments to IAS 16 and IAS 41:
Bearer Plants

The amendments included the
bearer plants within the scope of
IAS 16 Property, Plant and Equip-
ment, instead of IAS 41 Agricultu-
re. Bearer plants will be subject to
all the requirements of this stan-
dard, including the option to cho-
ose between the cost model and
revaluation model for the subse-
quent measurement. The produce
growing on the bearer plants will
remain within the scope of IAS 41
Agriculture. The application of the
amendments will not have any im-
pact on the Company’s separate
financial statements.

Amendments to IAS 16 and IAS
38: Clarification of Acceptable Me-
thods of Depreciation and Amorti-
sation
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The amendments provide additio-
nal guidance on how the depreci-
ation or amortisation of property,
plant and equipment and intan-
gible assets should be calculated
and clarify the meaning of the term
“consumption of the expected fu-
ture economic benefits embodied
in the asset”, when determining
the appropriate method of depre-
ciation and amortisation under IAS
16 Property, Plant and Equipment
and IAS 38 Intangible Assets. Re-
venue-based method is not con-
sidered to be an appropriate ma-
nifestation of consumption, as
revenue represents the generation
of expected economic benefits, ra-
ther than the consumption of the
economic benefits. The Company
is considering the impact of these
amendments on its separate finan-
cial statements.

Amendments to IAS 19 Defined
Benefit Plans: Employee Contribu-
tions

The amendments to IAS 19 are
intended to simplify the accoun-
ting for contributions that are in-
dependent of the number of years
of employee service, for example,
employee contributions that are
calculated according to a fixed per-
centage of salary. The Company is
considering the impact of these
amendments on its separate finan-
cial statements.

Amendments to IAS 27: Equity Me-
thod in Separate Financial State-
ments

The amendments allow the use of
the equity method in separate finan-
cial statements for the accounting
of investments in subsidiaries, joint
ventures and associates. The amen-
dments also clarify some aspects
regarding the investment entity. In
particular, it was clarified that when
a company ceases to be an invest-
ment entity, it shall account for an
investment in a subsidiary in accor-

dance with IAS 27 Separate Finan-
cial Statements. Otherwise, when
an entity becomes an investment
entity, it shall account for an invest-
ment in a subsidiary at fair value
through profit or loss in accordance
with IFRS 9 Financial Instruments.
The Company is considering the
impact of these amendments on its
separate financial statements.

IFRS 9 Financial Instruments

IFRS 9 is the first standard issued
as part of a wider project to repla-
ce IAS 39 Financial Instruments:
Recognition and Measurement.
IFRS 9 retains but simplifies the
mixed measurement model and
establishes two primary measu-
rement categories for financial
assets: amortised cost and fair
value. The basis of classification
depends on the entity’s business
model and the contractual cash
flow characteristics of the financial
asset. The guidance in IAS 39 on
impairment of financial assets and
hedge accounting continues to ap-
ply. The Company is considering
the impact of this standard on its
separate financial statements.

Amendments to IFRS 10 and IAS
28: Sale or Contribution of Assets
between an Investor and its Asso-
ciate or Joint Venture

According to these amendments,
the current requirements of IAS 28
Investment in Associates and Joint
Ventures regarding the partial gain
or loss recognition for transaction
between an investor and its associ-
ate or joint venture only apply to the
gain or loss resulting from the sale
or contribution of assets that do not
constitute a business as defined in
IFRS 3 Business Combinations. The
gain or loss resulting from the sale
or contribution of assets to an asso-
ciate or joint venture of assets that
constitute a business as defined by
IFRS 3 Business Combinations is
recognised in full.



IFRS 10 Consolidated Financial
Statements was amended so that
the gain or loss resulting from the
sale or contribution of a subsidiary
that does not constitute a busine-
ss as defined by IFRS 3 Business
Combinations to an associate or
joint venture is recognised only to
the extent of unrelated investors
interests in the associate or joint
venture. The Company is consi-
dering the impact of these amen-
dments on its separate financial
statements.

Amendments to IFRS 10, IFRS 12
and IAS 28: Investment entities -
Applying the Consolidation Excep-
tion

These amendments address the
issues that have arisen in relation
to the exemption from consolidati-
on for investment entities and the
interaction between the invest-
ment entity amendments and the
exemption from preparing consoli-
dated financial statements requi-
rements in IFRS 10 Consolidated
Financial Statements. The amen-
dments clarify whether an invest-
ment entity parent should account
for an investment entity subsidiary
at fair value, when the subsidiary
provides investment-related servi-
ces to third parties and whether a
non-investment entity must apply
the fair value accounting to its jo-
int ventures or associates that are
investment entities. The Company
is considering the impact of these
amendments on its separate finan-
cial statements.

Amendments to IFRS 11: Accoun-
ting for Acquisition of Interests in
Joint Operations

According to these amendments,
the acquirer of an interest in a jo-
int operation, when the operation
constitutes a business, as defined
in IFRS 3 Business Combinations,
is required to apply all of the prin-
ciples on business combinations

accounting as defined in IFRS 3
Business Combinations and other
IFRSs, with the exception of tho-
se principles that conflict with the
guidance in IFRS 11 Joint Arrange-
ments. The amendments apply to
the acquisition of an interest in an
existing joint operation and also to
the acquisition of an interest in a
joint operation on its formation, un-
less the formation of the joint ope-
ration coincides with the formation
of a business. The Company is con-
sidering the impact of these amen-
dments on its separate financial
statements.

IFRS 14 Regulatory Deferral Ac-
counts

The standard permits an entity
which is a firsttime adopter of
International Financial Reporting
Standards to continue to account
for regulatory deferral account
balances in accordance with its
previous GAAP requirements, both
on initial adoption of IFRS and in
subsequent financial statements.
Regulatory deferral account balan-
ces, and movements in them, are
presented separately in the state-
ment of financial position and sta-
tement of profit or loss and other
comprehensive income, and speci-
fic disclosures are required.

The Standard cannot be adopted
by the entities that currently prepa-
re their financial statements under
IFRS. The application of the stan-
dard will not have any impact on
the separate financial statements
of the Company.

IFRS 15 Revenue from Contracts
with Customers

The standard establishes a com-
prehensive framework for revenue
recognition and measurement
and the related disclosures. The
new standard will replace IAS 11
Construction contracts, IAS 18 Re-
venue, IFRIC 13 Customer Loyal-
ty programmes, IFRIC 15 Agree-
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ments for the construction of real
estate, IFRIC 18 Transfers of as-
sets from customers and SIC 31
Revenue - Barter transactions in-
volving advertising services. Accor-
ding to IFRS 15 a company should
recognize revenue as it satisfies a
performance obligation by trans-
ferring the control over a promised
good or service to a customer in
an amount that reflects the consi-
deration to which the company ex-
pects to be entitled in exchange for
those goods or services. The Com-
pany is considering the impact of
this standard on its separate finan-
cial statements.

Annual Improvements to IFRSs
2010-2012 Cycle

In December 2013 the IASB is-
sued a collection of amendments
to IAS and IFRS, the document
contains formal modifications and
clarifications of the existing stan-
dards.

The following standards were amended:
M IFRS 2 Share-based Payments
B IFRS 3 Business Combinations
M IFRS 8 Operating Segments

B IFRS 13 Fair Value Measurement

M IAS 16 Property, Plant and Equip-
ment

H IAS 24 Related Party Disclosures
B IAS 38 Intangible Assets

It is expected that these changes
will have no significant effect on
the Company’s separate financial
statements.

Annual Improvements to IFRSs
2011 -2013 Cycle

In December 2013 the IASB issued
a collection of amendments to IAS
and IFRS, the document contains
formal modifications and clarifica-
tions of the existing standards.

The following standards were
amended:
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M IFRS 1 First-time Adoption of In-
ternational Financial Reporting
Standards

M IFRS 3 Business Combinations
M IFRS 13 Fair Value Measurement
H IAS 40 Investment Property

It is expected that these changes
will have no significant effect on
the Company’s separate financial
statements.

Annual improvements to IFRSs

2012 - 2014 Cycle

In September 2014 the IASB is-
sued a collection of amendments
to IAS and IFRS, the document
contains formal modifications and
clarifications of the existing stan-
dards.

The following standards were
amended:

B IFRS 5 Non-current Assets Held
for Sale and Discontinued Ope-
rations

B IFRS 7 Financial Instruments:
Disclosures

M IAS 19 Employee Benefits
M IAS 34 Interim Financial Repor-
ting

It is expected that these changes
will have no significant effect on
the Company’s separate financial
statements.

2.3 SIGNIFICANT
ACCOUNTING
JUDGEMENTS AND
ESTIMATES

Critical judgments in applying
accounting policies

In the process of applying accoun-
ting policies, management has
made certain judgments that have
a significant effect on the amounts
recognized in the financial state-
ments (apart from those involving
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estimates, which are dealt with be-
low). These are detailed in the re-
spective notes, however the most
significant judgments relate to the
following:

Environmental matters

Existing regulations, especially en-
vironmental legislation, do not spe-
cify the extent of remediation work
required or the technology to be
applied in resolving environmental
damage. Management uses the
work of specialists, its previous
experience and its own interpreta-
tions of the relevant regulations in
determining the need for environ-
mental provisions.

Lease arrangements

The Company has entered into a
number of lease arrangements
by which it gains the right to use
specific assets, primarily railway
wagons, for extended periods of
time. The Company has determi-
ned that under these arrange-
ments it takes on substantially all
the risks and rewards of ownership
and so accounts for these arrange-
ments as finance leases.

The Company has entered into
other lease arrangements by
which it gains the right to use
railway wagons that are owned
by other transport networks for
short-term periods. The Company
has determined that under these
arrangements it does not take on
the significant risks and rewards of
ownership and so accounts for the-
se arrangements as operating lea-
ses (these transactions are disclo-
sed in the financial statements as
“wagon rentals”).

Similarly, the Company has entered
into lease arrangements by which
it leases railway wagons to other
transport networks and third par-
ties. The Company has determined
that under these arrangements it
retains the significant risks and
rewards of ownership and so ac-

counts for these arrangements as
operating leases (these transacti-
ons are disclosed in the financial
statements as “wagon rentals”).

Sources of estimate uncertainty

The preparation of financial state-
ments in conformity with IFRS re-
quires the use of estimates and as-
sumptions that affect the amounts
reported in the financial state-
ments and the notes thereto. Al-
though these estimates are based
on management’s best knowledge
of current events, actual results
may differ from these estimates.
These issues are detailed in the re-
spective notes, however, the most
significant estimates comprise the
following:

Legal claims

The Company is party to a number
of legal proceedings arising in the
ordinary course of business. Ma-
nagement uses the work of specia-
lists and its previous experience of
similar actions in making an asse-
ssment of the most likely outcome
of these actions and of the need
for legal provisions.

Quantification and timing of envi-
ronmental liabilities

Management makes estimations
as to the future cash outflows as-
sociated with environmental liabili-
ties using comparative prices, ana-
logies to previous similar work and
other assumptions. Furthermore,
the timing of these cash outflows
reflects management’'s current
assessment of priorities, techni-
cal capabilities and the urgency
of such obligations. The estimates
made and the assumptions upon
which these estimates are made
are reviewed at each balance
sheet date.

Impairment of property, plant and
equipment

The Company determines at each
reporting date whether there is an



indication that items of property,
plant and equipment are impaired.
Where such indications exist, the
Company makes an estimate as
to the recoverable amount of the
assets concerned or of the cash-
generating unit to which the assets
are allocated. In determining value
in use the Company is required to
make an estimate of expected fu-
ture cash flows and to choose a su-
itable discount rate in order to cal-
culate the present value of those
cash flows, while net selling price
is determined by reference to mar-
ket developments in Slovakia and
other central European countries.

Actuarial estimates applied for cal-
culation of retirement benefit obli-
gations

The cost of defined benefit plans
is determined using actuarial va-
luations. The actuarial valuation in-
volves making assumptions about
discount rates, future salary incre-
ases and mortality or fluctuation
rates. Due to the long-term nature
of these plans, such estimates are
subject to significant uncertainty.

Depreciable lives and residual valu-
es of property, plant and equipment

Management assigns depreciable
lives and residual values to items
of property, plant and equipment
by reference to the organisation’s
latest strategic objectives. Mana-
gement determines at each repor-
ting date whether the assumptions
applied in making such assignati-
ons continue to be appropriate.

2.4 SUMMARY
OF SIGNIFICANT
ACCOUNTING POLICIES

Functional and presentation
currency

These separate financial state-
ments are presented in euro,

which is the Company’s functional
currency.

Foreign currency transactions are
translated into EUR using the re-
ference foreign exchange rate per-
taining in the day preceding the
transaction, as determined and
published by the European Central
Bank or the National Bank of Slova-
kia. Monetary assets and liabilities
denominated in foreign currencies
are retranslated at the functional
currency rate of exchange ruling
at the balance sheet date. All diff-
erences are recognized in profit or
loss. Non-monetary items that are
measured based on historical cost
in a foreign currency are translated
using the exchange rates as at the
date of the initial transaction.

Property, plant and equipment

Property, plant and equipment is
measured at cost, excluding the
costs of day-to-day servicing, less
accumulated depreciation and
accumulated impairment losses.
When parts of an item of proper-
ty, plant and equipment need to
be regularly replaced, they are
accounted for as separate items
(major components) of property,
plant and equipment with a spe-
cific useful life and depreciation.
Also, general overhaul repairs are
measured at cost, if measurement
criteria are met.

Ongoing repairs, maintenance and
minor renewals are expensed as
incurred. Depreciation is calcula-
ted on a straight-line basis over the
useful life of an asset (8-50 years
for buildings, 3-40 years for machi-
nes, equipment and other assets).
Land is not depreciated. An item
of property, plant and equipment
is derecognised upon disposal or
when no future economic bene-
fits are expected from its use or
disposal. Any gain or loss arising
on derecognition of the asset (cal-
culated as the difference between
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the net disposal proceeds and the
carrying amount of the asset) is re-
cognized in profit or loss in the year
the asset is derecognised.

When items of property, plant and
equipment meets the criteria to
be classified as held for sale, they
are measured at the lower of their
carrying amount and fair value less
costs to sell. The Company measu-
res an item of property, plant and
equipment that ceases to be clas-
sified as held for sale at the lower
of:

a) its carrying amount before the
asset was classified as held for
sale, adjusted for any depreciati-
on and amortisation that would
have been recognised had the
asset not been classified as
held for sale, and

b) its recoverable amount at the
date of the subsequent decision
not to sell.

The residual values, useful lives
and depreciation methods of pro-
perty, plant and equipment are re-
viewed and adjusted, if appropria-
te, at each financial year end.

Intangible assets

Intangible assets are measured at
cost, less accumulated amortisa-
tion and any accumulated impair-
ment losses.

Amortisation is calculated on a
straight-line basis over the useful
life of the assets (3-8 years).

Intangible assets are derecognised
upon disposal or when no future
economic benefits are expected
from their use or disposal. Any gain
or loss arising on derecognition
of an asset (calculated as the dif-
ference between the net disposal
proceeds and the carrying amount
of the asset) is recognized in pro-
fit and loss in the year the asset is
derecognised. The residual valu-
es, useful lives and amortisation
methods of intangible assets are
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reviewed and adjusted, if appropri-
ate, at each financial year end.

Impairment of non-financial
assets

The Company assesses at each
reporting date whether there is
an indication that an asset may
be impaired. If any such indicati-
on exists, the Company makes an
estimate of the asset's recoverable
amount. An asset's recoverable
amount is the higher of an asset's
or cash-generating unit's fair value
less costs to sell and its value in
use and is determined for an indi-
vidual asset, unless the asset does
not generate cash inflows that are
largely independent of those from
other assets or groups of assets.

Where the carrying amount of
an asset exceeds its recoverable
amount, the asset is considered
impaired and is written down to its
recoverable amount. In assessing
value in use, the estimated future
cash flows are discounted to the-
ir present value using a pre-tax
discount rate that reflects current
market assessments of the time
value of money and the risks speci-
fic to the asset.

Impairment losses are recognised
in the statement of comprehensive
income within depreciation, amor-
tisation and impairment of proper-
ty, plant and equipment and intan-
gible assets.

An assessment is made at each
reporting date as to whether the-
re is any indication that previously
recognised impairment losses may
no longer exist or may have decre-
ased. If such indication exists, the
Company makes an estimate of re-
coverable amount. A previously re-
cognised impairment loss is rever-
sed only if there has been a change
in the estimates used to determine
the asset's recoverable amount
since the last impairment loss was
recognised. If that is the case the
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carrying amount of the asset is in-
creased to its recoverable amount.
That increased amount cannot
exceed the carrying amount that
would have been determined, net
of depreciation, had no impair-
ment loss been recognised for the
asset in prior years. Such reversal
is recognised in the statement of
comprehensive income. After such
a reversal the depreciation charge
is adjusted in future periods to al-
locate the asset's revised carrying
amount, less any residual value,
on a systematic basis over its re-
maining useful life.

Inventories

Inventories are measured at the
lower of cost and net realisable
value. Cost includes the purchase
price of inventory and expenses
related to the acquisition of in-
ventory (including transportation
costs, insurance and customs du-
ties) and is accounted for using the
weighted average method. Net re-
alisable value is the estimated sel-
ling price in the ordinary course of
business, less the estimated costs
necessary to make the sale. Allo-
wances for old, obsolete and slow-
moving items are booked to reduce
the carrying value of these items to
net realisable value.

Joint venture and subsidiaries

Securities and interests in joint
ventures and subsidiaries that are
not classified as held for sale are
measured at book value (cost less
any accumulated impairment los-
ses).

The cost of securities and interests
in joint ventures is the price that
was paid for the shares.

Financial assets
Initial recognition

Financial assets within the scope
of IAS 39 are classified as finan-
cial assets at fair value through
profit or loss, loans and receiva-

bles, held-to-maturity investments,
available-for-sale financial assets,
or as derivatives designated as
hedging instruments in an effecti-
ve hedge, as appropriate. Financial
assets are designated on initial
recognition. Financial assets are
recognized initially at fair value
plus, in case of financial assets
not classified at fair value through
profit or loss, directly attributable
transaction costs. The Company’s
financial assets comprise cash at
bank, petty cash and cash equiva-
lents, trade and other receivables.

Subsequent measurement

The subsequent measurement of
financial assets depends on their
classification as follows:

Financial assets at fair value
through profit or loss

Financial assets at fair value throu-
gh profit or loss include financial
assets held for trading and finan-
cial assets designated upon initial
recognition at fair value through
profit or loss. Financial assets are
classified as held for trading if they
are acquired for the purpose of sel-
ling in the near term. This category
includes derivative financial instru-
ments entered into by the Compa-
ny that do not meet the hedge ac-
counting criteria as defined by IAS
39. Derivatives are also classified
as held for trading unless they are
designated as effective hedging
instruments. Financial assets at
fair value through profit and loss
are carried in the balance sheet at
fair value with gains or losses reco-
gnized in the statement of compre-
hensive income.

The Company has not designated
any financial assets at fair value
through profit or loss in the current
year.

Loans and receivables

Loans and receivables are non-de-
rivative financial assets with fixed



or determinable payments that
are not quoted in an active mar-
ket. Subsequent to initial measu-
rement loans and receivables are
measured at amortized cost using
the effective interest rate method
(EIR) less any impairment losses.
Amortised cost is calculated by ta-
king into account any discount or
premium on acquisition and fees
or costs that are an integral part
of the EIR. Gains and losses are re-
cognized in the statement of com-
prehensive income when the loans
and receivables are derecognized
or impaired, as well as through the
amortization process.

Held-to-maturity investments

Held-to-maturity investments are
non-derivative financial assets
which carry fixed or determinable
payments, have fixed maturities
and which the Company has the
positive intention and ability to
hold to maturity. After initial mea-
surement held-to-maturity invest-
ments are measured at amortized
cost. This cost is computed as the
amount initially recognized minus
principal repayments, plus or mi-
nus cumulative amortization using
the effective interest rate method
of any difference between the ini-
tially recognized amount and the
maturity amount, less allowance
for impairment. This calculation
includes all fees and points paid
or received between parties to the
contract that are an integral part of
the effective interest rate, transac-
tion costs and all other premiums
and discounts. Gains and losses
are recognized in the statement of
comprehensive income for the pe-
riod when the investments are de-
recognized or impaired, as well as
through the amortization process.

As at 31 December 2014 and
2013, no financial assets have
been designated as held-to-maturi-
ty investments.

Available-for-sale financial assets

Available-for-sale financial assets
are non-derivative financial assets
that are designated as available-
for-sale or are not classified in any
of the three preceding categories
of financial assets. Subsequent
to initial measurement, available
for sale financial assets are mea-
sured at fair value with unrealized
gains or losses being recognized in
other comprehensive income and
presented in the fair value reserve
in equity. When an investment is
disposed of or is determined to be
impaired, the cumulative gain or
loss previously recognised in other
comprehensive income is reclassi-
fied to profit or loss.

Subsequent to initial recognition
available-for-sale financial assets
are measured on the basis of exi-
sting market conditions and ma-
nagement intent to hold on to the
investment in the foreseeable futu-
re. In rare circumstances when the-
se conditions are no longer appro-
priate, the Company may choose
to reclassify these financial assets
to loans and receivables or held-to-
maturity investments when this is
in accordance with the applicable
IFRS.

As at 31 December 2014 and
2013, no financial assets have
been designated as available-for-
sale financial assets.

Amortised cost of financial
instruments

Amortised cost is computed using
the effective interest method less
any impairment loss and principal
repayment or reduction. The calcu-
lation takes into account any pre-
mium or discount on acquisition
and includes transaction costs and
fees that are an integral part of the
effective rate.

Financial liabilities

Initial recognition
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Financial liabilities within the sco-
pe of IAS 39 are classified as finan-
cial liabilities at fair value through
profit or loss,loans and borrowings,
or as derivatives designated as
hedging instruments in an effe-
ctive hedge, as appropriate. The
Company determines the classifi-
cation of its financial liabilities at
initial recognition.

Financial liabilities are recognized
initially at fair value less directly
attributable transaction costs in
case of loans and borrowings.

The Company’s financial liabilities
include trade and other payables,
bank overdrafts, loans and borro-
wings.

Subsequent measurement

The measurement of financial lia-
bilities depends on their classifica-
tion as follows:

Financial liabilities at fair value
through profit or loss

Financial liabilities at fair value
through profit or loss includes fi-
nancial liabilities held for trading
and financial liabilities designated
upon initial recognition as at fair
value through profit or loss.

Financial liabilities are classified
as held for trading if they are acqui-
red for the purpose of sale in the
near future. This category includes
derivative financial instruments
entered into by the Company that
do not meet criteria of hedge ac-
counting as defined by IAS 39. Ga-
ins or losses arising on liabilities
held for trading are recognised in
profit or loss.

The Company has not designated
any financial liabilities at fair value
through profit or loss.

Loans and borrowings & subordi-
nated debt

Subsequent to initial recognition,
interest bearing loans and borro-
wings are measured at amortised
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cost using the effective interest
rate method.

Gains and losses are recognised in
the statement of comprehensive
income when the liabilities are de-
recognised as well as through the
amortisation process.

Trade and other payables

Trade and other payables are re-
cognized and measured at amorti-
zed cost, being the original invoice
amount. The Company accrues for
those expenses that have not been
invoiced at the balance sheet date.
Penalty interest charged on over-
due payables is accounted for in
trade payables.

Fair value of financial
instruments

The fair value of financial instru-
ments that are actively traded in
organised financial markets is de-
termined by reference to quoted
market bid prices at the close of bu-
siness on the balance sheet date.
For financial instruments where
there is no active market, fair va-
lue is determined using valuation
techniques. Such techniques may
include using recent arm’s length
market transactions, reference to
the current fair value of another
instrument that is substantially the
same, discounted cash flow analy-
sis or other valuation models.

Impairment of financial assets

The Company assesses at each
balance sheet date whether there
is any objective evidence that a fi-
nancial asset or a group of finan-
cial assets is impaired. A financial
asset or a group of financial assets
is deemed to be impaired if, and
only if, there is objective evidence
of impairment as a result of one
or more events that has occurred
after the initial recognition of the
asset (an incurred ‘loss event’) and
that loss event has an impact on
the estimated future cash flows of
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the financial asset or the group of
financial assets that can be reliab-
ly estimated. Evidence of impair-
ment may include indications that
the debtors or a group of debtors is
experiencing significant financial
difficulty, default or delinquency in
interest or principal payments, the
probability that they will enter ban-
kruptcy or other financial reorgani-
sation and where observable data
indicate that there is a measurable
decrease in the estimated future
cash flows, such as changes in ar-
rears or economic conditions that
correlate with defaults.

Classification and derecognition
of financial instruments

Financial assets and financial lia-
bilities presented in the balance
sheet include cash and cash equi-
valents, trade and other accounts
receivable and payable and loans
and borrowings. The accounting
policies on recognition and mea-
surement of these items are disc-
losed in the respective accounting
policies found in this Note.

Financial instruments (including
compound financial instruments)
are classified as assets, liabili-
ties or equity in accordance with
the substance of the contractual
agreement. Interest, dividends and
gains and losses relating to a finan-
cial instrument classified as a lia-
bility are reported as expense or
income as incurred. Distributions
to holders of financial instruments
classified as equity are charged
directly to equity. In case of com-
pound financial instruments the
liability component is valued first,
with the equity component being
determined as a residual value.
Financial instruments are offset
when the Company has a legally
enforceable right to offset and in-
tends to settle either on a net basis
or to realize the asset and settle
the liability simultaneously.

The derecognition of a financial as-
set takes place when the Company
no longer controls the contractual
rights that comprise the financial
asset, which is normally the case
when the instrument is sold, or all
the cash flows attributable to the
instrument are passed through
to an independent third party. A
financial liability is derecognized
when the obligation under the li-
ability is discharged, cancelled or
expires.

Derivative financial instruments
and hedging activities

The Company uses derivative fi-
nancial instruments such as for-
wards, options and swaps to hedge
its risks related to foreign currency
fluctuations. Such derivative finan-
cial instruments are initially reco-
gnized at fair value on the date on
which a derivative contract is ente-
red into and are subsequently re-
measured at fair value. Derivatives
are carried as assets when the fair
value is positive and as liabilities
when the fair value is negative. Any
gains or losses arising from chan-
ges in the fair value of derivatives
are taken directly to the statement
of comprehensive income as finan-
ce income or costs.

The fair value of forward currency
contracts is calculated by referen-
ce to current forward exchange ra-
tes for contracts with similar matu-
rity profiles.

An embedded derivative is sepa-
rated from the host contract and
accounted for as a derivative if all
of the following conditions are met:

B The economic characteristics
and the risks of the embedded
derivative are not closely related
to the economic characteristics
of the host contract.

M A separate instrument with the
same terms as the embedded
derivative would meet the defini-
tion of a derivative.



M A hybrid (combined) instrument
is not measured at fair value with
changes in fair value reported in
current period net profit.

Hedging

Hedge accounting recognizes the
offsetting effects of changes in the
fair values of the hedging instru-
ment and the hedged item in pro-
fit/loss for the period. For the pur-
pose of hedge accounting, hedges
are classified as:

M Fair value hedge,
B Cash flow hedge

At the inception of the hedge the
Company formally designates and
documents the hedging relation-
ship to which it wishes to apply
hedge accounting and the risk
management objective and strate-
gy for undertaking the hedge. The
documentation includes identifica-
tion of the hedging instrument, the
hedged item or transaction, the na-
ture of the risk being hedged and
the method by which the Compa-
ny will assess the hedging instru-
ment’s effectiveness in offsetting
the exposure to changes in the
hedged item’s fair value or cash
flows attributable to the hedged
risk. Such hedge is expected to be
highly effective in achieving offset-
ting of changes in fair value or cash
flows attributable to the hedged
risk and is assessed on an ongoing
basis to determine that it has been
highly effective throughout the fi-
nancial reporting periods for which
it was designated.

Hedges which meet the strict cri-
teria for hedge accounting are ac-
counted for as follows:

Fair value hedge

Fair value hedge is a hedge of the
Company’s exposure to changes
in fair value of a recognized asset
or liability or an unrecognized firm
commitment, or an identified porti-
on of such an asset, liability or firm

commitment, that is attributable to
a particular risk and could affect
profit/loss for the period.

The gain or loss from remeasu-
ring the hedging instrument at fair
value (for a derivative hedging in-
strument) or the foreign currency
component of its carrying amount
measured in accordance with IAS
21 (for a non-derivative hedging
instrument) is recognized in profit/
loss for the period. The gain or loss
on the hedged item attributable to
the hedged risk adjusts the carrying
amount of the hedged item and is
recognized in profit/loss for the
period. The same method is used
when the hedged item is an avai-
lable-for-sale financial asset.

The adjustment to the carrying
amount of a hedged financial instru-
ment for which the effective interest
method is used is amortized to pro-
fit/loss for the period over the rema-
ining term to maturity of the finan-
cial instrument. Amortization may
begin as soon as an adjustment
exists and shall begin no later than
when the hedged item ceases to be
adjusted for changes in fair value at-
tributable to the risk being hedged.

When an unrecognized firm com-
mitment is designated as a hedged
item, the subsequent cumulative
change in the fair value of the firm
commitment attributable to the
hedged risk is recognized as an as-
set or liability with a corresponding
gain or loss recognized in profit/
loss for the period. The changes in
the fair value of the hedging instru-
ment are also recognized in profit/
loss for the period.

The Company discontinues fair
value hedge accounting if the
hedging instrument expires, the
hedging instrument is sold, termi-
nated or exercised, the hedge no
longer meets the criteria for hedge
accounting or the Company revo-
kes the designation.
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Cash flow hedge

Cash flow hedge is a hedge of the
Company’s exposure to variability
in cash flows that is attributable
to a particular risk associated with
a recognized asset or liability or a
highly probable forecast transacti-
on and could affect profit/loss for
the period.

The portion of the gain or loss on
the hedging instrument that is de-
termined to be an effective hedge
is recognized in other compre-
hensive income. The ineffective
portion of the gain or loss on the
hedging instrument is recognized
in profit/loss for the period.

If a hedge of a forecast transacti-
on subsequently results in the re-
cognition of a financial asset or a
financial liability, the associated
gains or losses that were recogni-
zed in other comprehensive in-
come are reclassified from other
comprehensive income to profit/
loss in the same period or periods
during which the asset acquired
or liability assumed affects profit/
loss for the period. If a hedge of a
forecast transaction subsequently
results in the recognition of a non-
financial asset or a non-financial
liability, or a forecast transaction
for non-financial asset or non-fi-
nancial liability becomes a firm
commitment for which fair value
hedge accounting is applied, the
associated gains and losses that
were recognized in other compre-
hensive income are transferred to
the initial cost or other carrying
amount of the non-financial asset
or liability.

As at 31 December 2014 and
2013, no financial liabilities have
been designated as derivative fi-
nancial instruments.

Cash and cash equivalents

Cash and cash equivalents compri-
se cash at bank and in hand and
shortterm deposits with an ori-
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ginal maturity of three months or
less and that are subject to an in-
significant risk of change in value.

For the purposes of the cash flow
statement, cash and cash equi-
valents consist of cash and cash
equivalents as defined above, net
of outstanding bank overdrafts.

Employee benefits

The Company makes contributions
to the State health, retirement be-
nefit and unemployment schemes
at the statutory rates in force du-
ring the year, based on gross sala-
ry payments. The cost of these pay-
ments is charged to the statement
of comprehensive income in the
same period as the related salary
cost. The Company has no obligati-
on to contribute to these schemes
beyond the statutory rates in force.

Also, the Company operates un-
funded longterm defined benefit
programmes comprising lump-sum
post-employment, jubilee and di-
sability benefits. The cost of pro-
viding these employee benefits is
assessed separately for each pro-
gramme using the projected unit
credit method, by which the costs
incurred in providing such bene-
fits are charged to the statement
of comprehensive income so as to
spread the cost over the service
lives of the Company’s employees.
The benefit obligation is measured
as the present value of the estima-
ted future cash outflows.

Actuarial gains and losses arising
from experience adjustments and
changes in actuarial assumptions
are charged or credited to the sta-
tement of comprehensive income
when incurred. Amendments to
these long-term defined benefit
programmes are charged or cre-
dited to the statement of compre-
hensive income over the average
remaining service lives of the rela-
ted employees.

Termination payments
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The employees of the Company are
eligible, immediately upon termi-
nation due to organizational chan-
ges, for redundancy payments
pursuant to the Slovak law and
the terms of the Collective Agree-
ment between the Company and
its employees. The amount of such
a liability is recorded as a provisi-
on in the balance sheet when the
workforce reduction program is de-
fined, announced and the conditi-
ons for its implementation are met.

Provisions

A provision is recognized if the
Company has a present obligation
(legal or constructive) as a result
of a past event and it is probable
(i.e. more likely than not) that an
outflow of resources embodying
economic benefits will be requi-
red to settle the obligation, and a
reliable estimate can be made of
the amount of the obligation. Pro-
visions are reviewed at each ba-
lance sheet date and adjusted to
reflect the current best estimate.
The amount of the provision is the
present value of the risk adjusted
expenditures expected to be re-
quired to settle the obligation, de-
termined using the estimated risk
free interest rate as discount rate.
Where discounting is used, the
carrying amount of the provision
increases in each period to reflect
the unwinding of the discount by
the passage of time. This increase
is recognized as interest expense.

Environmental matters

Liabilities for environmental costs
are recognhized when environmen-
tal clean-ups are probable and the
associated costs can be reliably
estimated. Generally, the timing of
these provisions coincides with the
commitment to a formal plan of
action or, if earlier, on divestment
or on closure of inactive sites. The
amount recognized is the best esti-
mate of the expenditure required.

Legal claims

Liabilities arising from litigation
and disputes, which are calculated
by using available information and
assumptions, are recognized when
an outflow of resources embodying
economic benefits is probable and
when such outflows can be reliably
measured.

Leases

The determination of whether an
arrangement is, or contains, a
lease is based on the substance
of the arrangement and requires
an assessment of whether the
fulfilment of the arrangement is
dependent on the use of a speci-
fic asset or assets and the arran-
gement conveys a right to use the
asset.

As Lessee

Finance leases, which transfer
to the Company substantially all
the risks and benefits incidental
to ownership of the leased item,
are capitalised at the inception of
the lease at the fair value of the
leased property or, if lower, at the
present value of the minimum lea-
se payments. Lease payments are
apportioned between the finance
charges and reduction of the lease
liability so as to achieve a constant
rate of interest on the remaining
balance of the liability. Finance
charges are charged directly aga-
inst income.

Capitalised leased assets are de-
preciated over the shorter of the
estimated useful life of the asset
and the lease term.

Operating lease payments are re-
cognised as an expense in the sta-
tement of comprehensive income
on a straight-line basis over the
lease term.

As Lessor

Leases where the Company does
not transfer substantially all the



risks and benefits of ownership of
the asset are classified as opera-
ting leases. Rental income is reco-
gnised on a straight-line basis over
the lease term.

Revenue recognition

Revenue is recognised to the ex-
tent that it is probable that the
economic benefits will flow to the
Company and the revenue can
be reliably measured. Revenue is
measured at the fair value of the
consideration received, excluding
discounts, rebates and sales ta-
Xes.

Revenue from transport and rela-
ted services and from repair and
maintenance and other such ser-
vices is recognized in the period
in which the services are provi-
ded, net of discounts and dedu-
ctions.

Borrowing costs

Borrowing costs directly attribu-
table to the acquisition, construc-
tion or production of a qualifying
asset are recognized as part of the
cost of a given asset. Other related
expenses are recognized as an ex-
pense in the period in which they
are incurred.

Income tax
Current income tax

Current income tax assets and lia-
bilities for the current and prior pe-
riods are measured at the amount
expected to be recovered from or
paid to the taxation authorities.
The tax rates and tax laws used
to compute the amount are those
that are enacted or substantively
enacted at the balance sheet date.

Deferred income tax

Deferred income tax is provided
using the liability method on tem-
porary differences at the balance
sheet date between the tax bases
of assets and liabilities and their
carrying amounts for financial re-
porting purposes.

Deferred tax liabilities are recogni-
sed for all taxable temporary diffe-
rences.

Deferred income tax assets are
recognised for all deductible tem-
porary differences, carry-forward
of unused tax credits and unused
tax losses to the extent that it is
probable that taxable profit will be
available against which the dedu-
ctible temporary differences and
the carry-forward of unused tax
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credits and unused tax losses can
be utilised.

The carrying amount of deferred
income tax assets is reviewed at
each balance sheet date and redu-
ced to the extent that it is no lon-
ger probable that sufficient taxable
profit will be available to allow all
or part of the deferred income tax
asset to be utilised. Unrecognised
deferred income tax assets are re-
assessed at each balance sheet
date and are recognised to the ex-
tent that it has become probable
that future taxable profit will allow
the deferred tax asset to be reco-
vered.

Deferred income tax assets and
liabilities are measured at the tax
rates that are expected to apply to
the year when the asset is realised
or the liability is settled, based on
tax rates (and tax laws) that have
been enacted or substantively ena-
cted at the balance sheet date.

Deferred income tax relating to
items recognised directly in equity
is recognised directly in equity and
not in income.
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3. TRANSPORTATION AND RELATED REVENUES

In thousands of EUR 31 December 2014 31 December 2013
Inland transport:
Transport of goods 32,631 33,541
Wagon deposition 8,049 7,646
Haulage fees 1,158 1,117
41,838 42,304
International transport:
Import 98,633 99,838
Export 107,379 107,218
Transit 14,971 15,313
220,983 222,369
Other transport related revenues:
Usage of wagons under RIV, PGV and AVV regimes 9,597 8,713
Wagon rentals 3,381 3,306
Cross-border services 3,387 8013
Other 2,619 2,976
18,984 18,568

4. OTHER REVENUES

281,805 283,241

In thousands of EUR 31 December 2014 31 December 2013
Repairs and maintenance 6,114 6,499
Operational performance 2,298 3,641
Property rentals 3,759 3,699
Other 2,240 72,052

14,411 85,891

Other revenues included revenues
charged to ZSSK of EUR 6,652
thousand (2013: EUR 8,651 thou-
sand) for repair and maintenance,
operational performance, property
rental and other support services.
The line ,Other” includes a com-
pensation from ZSR in amount of
EUR 69,947 thousand. On 10 July
2013, the Government of the Slo-

vak Republic (No.390/2013) ap-
proved the compensation system
for freight rail companies due to
late introduction of new regulati-
ons of charges for the access to
railway infrastructure since 1 Ja-
nuary 2011. In December 2013, a
contract between ZSR and MTCRD
SR on the compensation of finan-
cial impacts on rail freight compa-

nies for the year 2010 was put in
force. Based on the decision of the
Government of the Slovak Repub-
lic and the contractual arrange-
ments between ZSR and MTCRD
SR, the Company submitted an ap-
plication for the compensation on
31 December 2013, which was ap-
proved by ZSR on 20 January 2014
and subsequently granted.
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5. CONSUMABLES AND SERVICES

In thousands of EUR 31 December 2014 31 December 2013
Traction electricity (28,591) (34,541)
Network fees (26,679) (46,105)
Traction crude oil (13,972) (16,387)
Wagon rentals (10,667) (13,021)
Materials (9,278) (10,845)
IT services and telecommunication charges (7,508) (7,810)
Third party transhipment services (5,661) (5,545)
Other energy costs (4,620) (6,052)
Repair and maintenance (4,094) (3,308)
Cross-border services (3,882) (4,047)
Foreign segments (3,796) (4,261)
Rentals (3,242) (3,737)
Security services (1,587) (2,172)
Travelling and entertainment (1,244) (1,266)
Advisory and consultancy fees (595) (1,254)
Cleaning of cars, property, waste disposal (589) (632)
Medical care (365) (424)
Training (200) (161)
Other (2,366) (2,328)

(128,936) (163,896)

Consumables and services include amounts charged by ZSR of EUR 64,025 thousand (2013: EUR 88,300 thou-
sand), primarily relating to the usage of ZSR’s network (the Company has a one year contract with ZSR which
specifies planned kilometres and charge rates for different types of transport) and also to the purchase of traction
energy (refer to Note 25).

6. STAFF COSTS
In thousands of EUR 31 December 2014 31 December 2013
Wages and salaries (61,799) (62,034)
Social security costs (27,794) (26,854)
Employee benefits (Note 20) (1,587) 21
Termination payments (Note 21) 933 890

(90,247) (87,977)

Employee numbers at 31 December 2014 were 6,103 (2013: 6,331), thereof five were members of management
(as members of the Board of Directors or directors of individual departments). Average employee numbers at 31
December 2014 were 6,210 (2013: 6,515).

The average salary in 2014 amounted to EUR 858 (2013: EUR 818).
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7. OTHER OPERATING REVENUES (EXPENSES), NET

In thousands of EUR 31 December 2014 31 December 2013
Reversal of provision for environmental matters, net (Note 21) (10) 715
Profit on sale of property, plant, equipment and inventories (Note 24) 1,499 2,934
Provision for legal cases and onerous contracts (Note 21) (6,445) (520)
Allowance for doubtful debts (207) (563)
Insurance of assets (1,085) (1,972)
Other (1,328) (2,460)

(7,576) (1,866)

8. INTEREST EXPENSE

In thousands of EUR 31 December 2014 31 December 2013
Interest on loans and borrowings (3,416) (3,349)
Interest on subordinated debt (4,499) (5,244)
Interest charges on finance lease liabilities (1,443) (2,075)
Unwinding of discount on provisions and employee benefits (516) (567)

(9,874) (11,235)

9. OTHER FINANCE REVENUES (COSTS), NET

In thousands of EUR 31 December 2014 31 December 2013
Foreign exchange losses, net (18) 14
Other revenues (costs) 664 (152)

646 (138)

w
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10. INCOME TAX

The reported income tax represents a withholding tax paid abroad and in the amount of EUR 36 thousand and tax
license in the amount of EUR 3 thousand. (2013: EUR 82 thousand and EUR O thousand). A reconciliation between
the reported income tax expense and the theoretical amount that would arise using the standard rates is as follows:

In thousands of EUR 31 December 2014 31 December 2013
Profit (Loss) before tax (5,492) 262
Tax charge at statutory tax rate of 22% (2013: 23%) (1,208) 60
Tax paid abroad a tax license (39) (82)
Forfeit tax loss carry forwards 25,114 -
Unrecognized deferred tax asset (incl. impact of change in tax rate) (23,877) (2,246)
Non-deductible expenses (29) 2,186
Total income tax (39) (82)

Deferred tax assets and liabilities at 31 December related to the following (for the year ended 31 December 2014
an income tax rate of 22% applicable in future accounting period was used, for the year ended 31 December 2013:
22%):

In thousands of EUR 31 December 2014 31 December 2013
Deferred tax assets
Tax loss carried forward 4,113 25,114
Provision for environmental matters 5,024 5,050
Provision for employee benefits 3,486 3,244
Allowance for trade and other receivables 925 1,124
Allowance for inventories 258 256
Provision for legal cases 3,418 2,005
Termination payments 182 242
Other overdue liabilities (over 36 months) 10,234 19,565
Other 2,851 2,750
30,491 59,350
Deferred tax liabilities
Accelerated depreciation for tax purposes (net of value adjustments) (4,268) (9,238)
Other (45) (57)
(4,313) (9,295)
Valuation allowance (26,178) (50,055)

Net deferred tax assets (liabilities) - .
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A valuation allowance of EUR 26,178 thousand (2013: EUR 50,055 thousand) has been recognised for temporary
deductible differences due to uncertainty as to the realization of tax benefits in future years. The Company will con-
tinue to assess the valuation allowance and, to the extent it is determined that such allowance is no longer required,
the tax benefits of the remaining deferred tax assets will be recognised at that time.

The company reported tax losses of EUR 18,695 thousand in 2014. Under Slovak tax legislation, the company be
able to use these losses in future.

Under Slovak tax legislation, the company lost tax losses from 2009 of EUR 114,153 EUR.

11. INTANGIBLE ASSETS

In thousands of EUR Software Assets under construction Total

Acquisition cost

At 1 January 2014 29,261 451 29,712
Additions - 843 843
Disposals (10) - (10)
Transfers 819 (819) -
At 31 December 2014 30,070 475 30,545
Accumulated amortization

At 1 January 2014 (17,198) - (17,198)
Charge for the period (3,217) - (3,217)
Disposals 10 - 10
At 31 December 2014 (20,405) - (20,405)
Net book value at 31 December 2014 9,665 475 10,140
In thousands of EUR Software Assets under construction Total

Acquisition cost

At 1 January 2013 28,373 474 28,847
Additions - 1,029 1,029
Disposals (22) (142) (164)
Transfers 910 (910) -
At 31 December 2013 29,261 451 29,712
Accumulated amortization

At 1 January 2013 (13,838) (142) (13,980)
Charge for the period (3,382) - (3,382)
Disposals 22 142 164
At 31 December 2013 (17,198) - (17,198)
Net book value at 31 December 2013 12,063 451 12,514

B
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12. PROPERTY, PLANT AND EQUIPMENT

In thousands of EUR Land and Machines, equipment, Assets under

buildings other assets construction

Acquisition cost

At 1 January 2014 77,787 888,747 3,705 970,239
Additions - - 23,354 23,354
Disposals (237) (28,459) (35) (28,731)
Transfers - Assets held for sale - (420,455) - (420,455)
Transfers 11 22,599 (22,610) -
At 31 December 2014 77,561 462,432 4,414 544,407
Accumulated depreciation

At 1 January 2014 (29,105) (423,434) (534) (453,073)
Additions (1,685) (57,653) - (59,338)
Disposals 160 27,658 - 27,818
Transfers - Assets held for sale - 240,026 - 240,026
Impairment loss (1,153) (1,783) - (2,936)
At 31 December 2014 (31,783) (215,186) (534) (247,503)
Net book value at 31 December 2014 45,778 247,246 3,880 296,904

In thousands of EUR Land and Machines, equipment, Assets under

buildings other assets construction

Acquisition cost

At 1 January 2013 92,555 900,686 4,468 997,709
Additions - 124 23,971 24,095
Disposals (15,712) (35,838) (15) (51,565)
Transfers - Assets held for sale - - - -
Transfers 944 23,775 (24,719) -
At 31 December 2013 77,787 888,747 3,705 970,239
Accumulated depreciation

At 1 January 2013 (28,914) (362,545) (534) (391,993)
Additions (3,763) (55,155) - (58,918)
Disposals 3,447 35,607 - 39,054
Transfers - Assets held for sale - - - -
Impairment loss 125 (41,341) - (41,216)
At 31 December 2013 (29,105) (423,434) (534) (453,073)
Net book value at 31 December 2013 48,682 465,313 3,171 517,166
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Land and buildings consists of
halls used in the repair of locomo-
tives and wagons, depots, stores,
workshops and administrative
building, machines, equipment
and other assets include locomo-
tives and wagons, cranes, trucks,
cars and other vehicles, tools and
equipment used in repair and
maintenance, boilers and other
heating equipment and office
equipment, including computers,
printers and other IT equipment.

The Company recorded impair-
ment losses on assets individually
assessed as damaged or not capa-
ble for further use. The impairment
losses were recorded to reflect the
amount of actual damage, respe-
ctively, the net book value of an
asset component at 31 December
2014.

In relation to the establishment of
subsidiaries, in which a transfer of
the company‘s assets during 2015
is expected, the Company reasses-
sed the net book value of such as-
sets (wagons, assets related to the
operation of intermodal transport
terminals) and an expert's value
reports have been updated. Based
on the expert's value report and
future operational and market uti-
lization the Company has recorded
an impairment for selected assets
as at 31 December 2014 if net
book values were higher that the
expert's opinion value. Railway car-
riages to be sold to the company
Cargo Wagon, a.s. have been pre-
sented under assets held for sale
in the amount of EUR 180,429
thousand in accordance with the
expert's value report and agreed
sales price.

The impairment test required by
IAS 36 was performed by mana-
gement of the Company as at 31
December 2014. The recoverable
amount of an asset is the higher
of its fair value less costs to sell
and its value in use. The fair value
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less cost to sell of an asset was
determined as its selling price ad-
justed for costs associated with
the sale of the asset. The value in
use of the asset was determined
by discounted cash flows method.
The Company as a whole is consi-
dered as a single cash generating
unit. No impairment losses have
been identified based on the im-
pairment test when comparing the
recoverable amounts of the assets
and carrying values after conside-
ring impairment losses of selected
assets.

The relevant cash flows were es-
timated based on the 2015 bu-
siness plan updated to the latest
available information at the ba-
lance sheet date and on forecasts
of future periods based on best
estimates using all available in-
formation. The future cash flows
were estimated for the next 15
years which is an average remai-
ning useful life of the cash genera-
ting unit's assets. The cash flows
include unavoidable investment
expenditures required to maintain
the ability of the cash generating
unit to generate revenues and
proceeds from scrap value at the
end of the useful life. Discount rate
of 7.92% used in the calculation
was determined based on interest
rates for incremental financing of
fixed assets purchases by the Com-
pany as at the day of preparation
of a financial statements and was
adjusted for factors of time, risk
and liquidity.

As a result of the procedures
described above, the Company
has increased an impairment loss
by EUR 2,936 thousand due to a
lower usage of assets and a decre-
ase of cash inflows mainly from a
transport revenues’ decrease in
2014 and expected utilization of
assets and expected transported
volumes (mainly in diesel traction)
in the next period.

Property, plant and equipment
include locomotives acquired by
means of finance lease with a total
acquisition value of EUR 21,217
thousand (net book value EUR
16,017 thousand), wagons with
an aggregate acquisition value of
EUR 111,724 thousand (net book
value EUR 83,598 thousand) and
computing technology with a total
acquisition value of EUR 2,772
thousand (net book value EUR O
thousand).

Property, plant and equipment
in the ownership of the Company
with a total acquisition value of
EUR 2,219 thousand (EUR 2,223
thousand at 31 December 2013)
and with a net book value of EUR
2,034 thousand (EUR 2,056 thou-
sand at 31 December 2013) is re-
gistered by the State as protected
for cultural purposes.

Since 1 January 2014 the Compa-
ny‘s property, plant and equipment
and inventories have not been
insured. Motor vehicles have third
party and accident insurance co-
ver, the cost of which is immaterial.
Before 2014 property, plant, equip-
ment and inventories were insured
against (i) natural disaster, (ii) theft
and vandalism and (iii) damage of
machinery (all risk cover). Risks (i)
and (ii) are covered to a maximum
of 240,104 EUR thousand and (iii)
to a maximum of EUR 306,148
thousand.

The Company classified certain as-
sets as held for sale as at 31 De-
cember 2014 (Note 24).
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13. INVESTMENT IN JOINT VENTURE AND SUBSIDIARIES

The Company has a 40% share in BULK TRANSSHIPMENT SLOVAKIA, a. s. which is involved in the transshipment of
iron ore in Cierna nad Tisou in the east of Slovakia. Based on contractual arrangements with the other shareholder,
the management of the Company decided to consider this investment as a joint venture.

Details of the Company’s joint venture and subsidiaries at 31 December 2014 are as follows:

Carrying amount
of investment Equity 2014
2014

Profit/Loss
2014

Registration Ownership
country 2014

Corporate name

Investment in joint ventures

BULK TRANSSHIPMENT SLOVAKIA, a. s. Slovakia 40% 2,840 15,891 1,683
Investments in subsidiaries

Cargo Wagon, a.s. Slovakia 100% 10,003 10,030 29
ZSSK CARGO Intermodal, a.s. Slovakia 100% 27 26 (1)
Total investment in subsidiaries 10,030

Details of the Company'’s joint venture and subsidiaries at 31 December 2013 are as follows:

Carrying amount
of investment Equity 2013
2013

Profit/Loss
2013

Registration Ownership

Corporate name ST 2013

Investment in joint ventures

BULK TRANSSHIPMENT SLOVAKIA, a. s. Slovakia 40% 1,541 10,961 1,714
Investments in subsidiaries

Cargo Wagon, a.s. Slovakia 100% 21.5 26 (1)
ZSSK CARGO Intermodal, a.s. Slovakia 100% 275 26 (1)
Total investment in subsidiaries 55

The Company established two subsidiaries Cargo Wagon, a.s. and ZSSK CARGO Intermodal, a.s. with share capital
of 25 thousand EUR in 2013. The Company has a 100% in both companies and presents them as subsidiaries. As
of 31 December 2013 share capital and reserve fund contribution were paid in full.

Cargo Wagon, a.s. increased its share capital to 10,000 EUR thousand during 2014. Share capital was paid as at
31 December 2014.

As of 31 December 2014 both subsidiaries are dormant with no operation.

During 2014, BTS, a.s. increased its share capital in the form of non-cash contribution in the total amount of 1,298.6
EUR thousand (1,082.2 EUR thousand without VAT) while the share equity of the company stayed the same.
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14. INVENTORIES

In thousands of EUR At cost 2014 ‘::;‘I’I‘:’:;I‘;fv‘;‘:zi"z'(;‘f; At cost 2013 ’:;:’I‘:’:;I‘;fv::::’;o":;
Electrical materials 3,290 2,665 3,481 2,860
Machine and metal-working materials 3,078 2,556 3,433 2,920
Diesel fuel 1,036 1,036 1,742 1,742
Chemicals and rubber 605 585 679 658
Protective tools 255 254 281 280
Other 119 113 107 99

8,383 7,209 9,723 8,559

15. TRADE AND OTHER RECEIVABLES

In thousands of EUR 31 December 2014 31 December 2013
Domestic trade receivables 28,079 32,592
Foreign trade receivables 13,252 12,629
VAT receivables 3,227 3,885
Other receivables 3,029 73,956
Allowance for impaired trade and other receivables (4,204) (5,109)

43,383 117,953

At 31 December 2014 overdue receivables amounted to EUR 7,340 thousand (EUR 6,240 thousand at 31 Decem-
ber 2013).

Trade receivables are non-interest bearing and are generally due within 30-90 days.

Other receivables included a compensation claim against the ZSR amounting to EUR 69,947 thousand at 31 De-
cember 2013; further details are in note 4.

For details of related party receivables, refer to Note 25.

As at 31 December, the ageing analysis of trade receivables is as follows:

Neither past Past due but not impaired
due nor
impaired <90days 90-180days 180-270days 270 - 365 days > 365 days
2014 43,383 41,163 1,920 - - - -
2013 117,953 116,765 1,182 1 1 4 -
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16. CASH AND CASH EQUIVALENTS

For the purposes of the cash flow statement, cash and cash equivalents comprise the following:

In thousands of EUR 31 December 2014 31 December 2013
Cash at banks, on hand and cash equivalents 305 71
Bank overdrafts (85,755) (88,473)

(85,450) (88,402)

Cash at banks earns interest at floating rates based on daily bank deposit rates.

Bank overdrafts as of 31 December are as follows:

31 December 2014

Overdraft limit

31 December 2013

Overdraft limit

In thousands of EUR

Drawn down Drawn down

VSeobecna (verova banka, a.s. 23,500 22,967 23,500 22,565
Tatra banka, a.s. 20,870 12,947 21,870 20,852
Citibank Europe plc, poboc. zahr. banky. 20,000 19,483 20,000 18,390
Slovenska sporitelfia, a.s. 20,000 17,876 20,000 14,479
UniCredit Bank Slovakia a.s. 17,593 12,482 17,593 12,188

101,963 85,755 102,963 88,473

17. SHAREHOLDER’S EQUITY

Share capital

Share capital represents the State’s
investment in the Company, held
through MTCRD, made through the
contribution of certain assets and
liabilities of the Company’s prede-
cessor, 7S, and comprises 121 regis-
tered ordinary shares, each with a no-
minal value of EUR 3,319,391.8874.
All of these shares are issued and
fully paid.

Legal reserve fund

On the Company’s incorporation, in
accordance with Slovak legislation,
a legal reserve fund was established
at 10% of the Company’s registered
capital, again through an in-kind
contribution. Slovak legislation re-
quires that the legal reserve fund be
increased by amounts at least equal
to 10% of annual net profit up to an
amount equal to 20% of the Com-

pany‘s registered capital. Under the
Company'‘s Articles of Association,
the legal reserve fund is not available
for distribution and can only be used
to cover losses or increase registered
capital.

Based on the decision of the sole
shareholder of 9 November 2010,
the statutory reserve fund was utili-
zed to cover the losses of the Com-
pany.

Other funds

Other funds represent the difference
between the value of the assets and
liabilities contributed by the State on
the Company’s incorporation and
through an additional capital contri-
bution made on 2 November 2005
and that of the Company’s registered
capital and legal reserve fund, adjus-
ted by an amount of EUR 4,216 thou-
sand to restate an error in the initial

valuation of the assets contributed
by the State identified in 2006.

During 2008 the Company received
an additional capital contribution of
EUR 12,149 thousand from MTCRD,
this being a previously unpaid part of
the initial equity contribution made
on the Company’s incorporation. In
addition, the Company was awarded
penalty interest of EUR 8,830 thou-
sand to compensate for the late pay-
ment of this contribution.

Distribution of profit from previous
accounting period

The distribution of profit of the 2013
statutory result was approved by the
Company’s General Meeting on 25
June 2014 and was booked in the
amount of EUR 26 thousand to legal
reserve fund and the amount of EUR
236 thousand was booked to accu-
mulated losses.
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18. SUBORDINATED DEBT

Subordinated debt of original
amount EUR 165,970 thousand re-
presents funding from the Ministry
of Finance, approved by the Gover-
nment on 4 March 2009 and recei-
ved on 6 April 2009, to support the
Company’s operations. Under the
terms of the original agreement,
the first principal repayment was

due in February 2011 and the loan
has to be repaid in full by February
2019.

Under Supplement No. 6 to the
subordinated debt agreement da-
ted 22 August 2012 the first repay-
ment was due and paid in August
2012 and the total balance is to be
paid by August 2020. The compa-

19. INTEREST-BEARING LOANS AND BORROWINGS

ny has paid two principal payments
in total amount of EUR 19,500
thousand during 2014. The fair
value of the subordinated debt is
EUR 117,220 thousand as at 31
December 2014.

The loan bears interest at the rate
of 6M EURIBOR + interest margin
of 3.2%.

In thousands of EUR Maturity date 31 December 2014 31 December 2013
Long-term loans

Secured

ING Bank N.V., pobocka zahr. banky. 31July2019 15,153 17,146
Total 15,153 17,146
Short-term portion of loans 2,055 1,993
Long-term portion of loans 13,098 15,153
Short-term loans

Secured

Privatbanka, a.s. 9 June 2015 10,000 10,000
Slovenska zarucnéa a rozvojova banka, a.s. 30 November 2014 10,000
Sberbank Slovensko, a.s. 31 October 2014 - 7,905
Ceskoslovenska obchodna banka, a.s. 30June 2015 5,000 5,000
Short-term loans 15,000 32,905
Short-term portion of loans (see above) 2,055 1,993
Overdrafts (Note 16) 85,755 88,473
Short-term portion of loans 102,810 123,371
Total 115,908 138,524

All loans are denominated in EUR, except as otherwise noted in the table above.

All loans presented in the table
above are secured by promissory
notes with a value of EUR 95,443
thousand (EUR 108,161 thousand
at 31 December 2013), and with
a nominal value of EUR 118,060
thousand (EUR 155,044 thou-
sand as of 31 December 2013)
except for the loan from ING Bank
N.V.. The long-term loan from ING
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Bank N.V. is secured by a lien
on 250 wagons “Shimmns”. The
long-term debt is related to the
transformation of a financial lea-
se contract to a loan because of
the exit of the leasing company
from Slovakia and the contract
has been taken over by ING Bank
N.V.. For further details refer to
Note 23.

Under the terms of a loan agree-
ment the Company is required to
meet a financial debt ratio cove-
nant. The covenant is derived from
the Company’s management ac-
counts. At 31 December 2014 the
Company did not comply with the
covenant for a loan in the amount
of EUR 22,967 thousand (EUR
22,565 thousand as of 31 Decem-



ber 2013). The Company received
a waiver from the bank on 29 Oc-
tover 2014 confirming the fact that
earlier repayment of an overdraft
would not be requested.

The fair value of interest-bearing lo-
ans and borrowings amounts to EUR
115,908 thousand (EUR 138,524
thousand at 31 December 2013).

20. EMPLOYEE BENEFITS

All interest-bearing loans and bo-
rrowings bear interest at floating
rates which range from 2.023%
to 3.224% (2.214% to 3.434% in
2013) except the loan from Privat-
banka, a.s., which is generated in-
terest by fix rate.

The loan from Cargo Wagon, a.s.
in amount of EUR 9,975 thousand.
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EUR is presented to related party
loan as at 31 December 2014.
The loan is due to 30 June 2015,
presented as other liabilities (Note
22).

In thousands of EUR Retirement benefits Jubilee payments Disability benefits

At 1January 2014 11,253 3,461 30 14,744
Current service cost 421 123 - 544
Interest expense 394 121 1 516
Actuarial gains and losses 813 366 9) 1,170
Utilization of benefits (463) (533) (7) (1,003)
Past service cost 2 (128) - (126)
At 31 December 2014 12,420 3,410 15 15,845
Current 31 December 2014 412 433 7 852
Non-current 31 December 2014 12,008 2,977 8 14,993
At 31 December 2014 12,420 3,410 15 15,845

In thousands of EUR Retirement benefits Jubilee payments

At 1January 2013 11,414 3,382 123 14,919
Current service cost 432 123 - 555
Interest expense 434 128 5 567
Actuarial gains and losses 38 217 (84) 171
Utilization of benefits (319) (389) (14) (722)
Past service cost (746) - - (746)
At 31 December 2013 11,253 3,461 30 14,744
Current 31 December2013 241 433 8 682
Non-current 31 December 2013 11,012 3,028 22 14,062
At 31 December 2013 11,253 3,461 30 14,744

The principal actuarial assumptions used were as follows:

Discount rate (% p.a.) 2.40 3.50
Future salary increases (%) 2.0 1.2
Mortality probability (male) (%) 0.04-2.26 0.04-2.26
Mortality probability (female) (%) 0.02-0.88 0.02-0.88
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21. PROVISIONS

In thousands of EUR Environmental Legal Terminations Total
At 1 January 2014 22,955 9,112 1,100 33,167
Additions 13 6,602 828 7,443
Reversals 3) (157) - (160)
Utilization (127) (22) (1,100) (1,249)
At 31 December 2014 22,838 15,535 828 39,201
Current 31 December 2014 8,732 - 828 9,560
Non-current 31 December 2014 14,106 15,535 - 29,641
At 31 December 2014 22,838 15,535 828 39,201
In thousands of EUR Environmental Legal Terminations Total
At 1January 2013 23,858 8,912 3,947 36,717
Additions 13 611 1,100 1,724
Reversals (728) (91) (1,259) (2,078)
Utilization (188) (320) (2,688) (3,196)
At 31 December 2013 22,955 9,112 1,100 33,167
Current 31 December 2013 9,919 - 1,100 11,019
Non-current 31 December 2013 13,036 9,112 - 22,148
At 31 December 2013 22,955 9,112 1,100 33,167

Environmental matters

In 2014, the Company updated its
analysis of potential breaches of
environmental regulations at its
various sites, with the support of
an environment specialist, Cent-
rum environmentalnych sluzieb,
s.r.o. (previously operating under
the name, Life & Waste, s.r.0.). As
a result of this analysis, and based
on the findings of Centrum envi-
ronmentalnych sluzieb, s.r.o., the
Company has estimated that costs
of EUR 22,838 thousand (EUR
22,955 thousand at 31 December

2013) are required to remedy the
significant environmental issues
relating to water, oil and fuel ma-
nagement identified in the past.

There estimate to determine exact
amount of future costs relating to
environmental remediation are
not necessarily accurate due to
of several uncertainties involving
the continuous development of
laws and regulatory requirements
in the areas of environment and
methods, timing and extent of co-
rrective actions which could have
a potentially significant impact on

the economic results of the compa-
ny in future periods.

Expenditures will be incurred
through 2015 - 2017. A discount
rate of 2.4% p.a. was used in the
calculation.

Legal claims

Provisions for legal claims relate to
a number of claims, the most signi-
ficant being cases with REFIN B.A.,
Ltd. in the amount of EUR 7,028
thousand and with [4NEXT, Ltd.
in the amount of EUR 2,813 thou-
sand.
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22. TRADE AND OTHER PAYABLES, AND OTHER NON-CURRENT LIABILITIES

In thousands of EUR 31 December 2014 31 December 2013
Domestic trade payables 76,686 134,206
Foreign trade payables 7,213 7,390
Payables due to employees 6,526 5,960
Payables due to social institutions 3,721 3,506
Other payables 15,373 10,235

109,519 161,297

At 31 December 2014 overdue trade payables amounted to EUR 1,194 thousand (EUR 2,645 thousand at 31 De-
cember 2013). For details of related party payables, refer to Note 25 and 19.

The social fund payable is included in other non-current liabilities. Movements in the social fund during the period

are shown in the table below:

In thousands of EUR 31 December 2014 31 December 2013
At 1 January 155 162
Additions 602 601
Utilization (557) (608)
At 31 December 200 155

23. COMMITMENTS AND CONTINGENCIES

Finance lease commitments

At 31 December 2014 the Compa-
ny has finance lease commitments
relating to the acquisition of 1,104
wagons, 12 powered vehicles

and hardware equipment (1,104

wagons and 12 powered vehicles
and hardware equipment at 31 De-
cember 2013).

All leases are on a fixed repayment
basis with floating interest rates
derived from EURIBOR, except for

leasing from AAE. Future minimum
lease payments under finance le-
ases, together with the present
value of net minimum lease pay-
ments are as follows:

31 December 2014 31 December 2013

In thousands of EUR Minimum Present value of Minimum Present value of

lease payments payments lease payments payments
Within one year 22,597 21,538 16,173 14,618
After one year but not more than five years 17,390 16,098 38,397 36,837
More than five years 1,577 1,573 2.257 2,167
Total minimum lease payments 41,564 39,209 56,827 53,622
Less: future finance charges (2,355) - (3,205) -
Present value of minimum lease payments 39,209 39,209 53,622 53,622
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Investing commitments

The Company’s investment expenditure for the period from 1 January 2015 to 31 December 2015 (1 January 2014

to 31 December 2014) is as follows:

In thousands of EUR 31 December 2014 31 December 2013
Land and buildings 656 34
Machines, equipment and other assets 1,395 389
Intangible assets 26 20

2,077 443

Expenditures of EUR 2,077 thou-
sand (EUR 443 thousand at 31 De-
cember 2013) are committed under
contractual arrangements.

Contingent liabilities

CD CARGO, a.s. filed a lawsuit
against the Company claiming an
amount of EUR 1,508 thousand
(including interest) in respect of un-
paid VAT related to the Company’s
usage of their wagons for internatio-
nal transportation during the period
from 24 May 2007 to 3 May 2008.

District Court Bratislava Il announ-
ced judgment on 26 November
2014 in which rejected the charge in
its entirety. Currently, it is expected
that the applicant lodges an appeal.

Under Slovak legislation, trade prac-
tices of neighbouring countries and

international agreements, the usage
of wagons for international transpor-
tation is not deemed to be a rental ar-
rangement and is, therefore, exempt
from VAT. Consequently, supported
by their legal advisors, management
has concluded that the probability of
CD CARGO, a.s. succeeding in this
legal action against the Company is
remote and therefore no provision
has been recorded in these financial
statements.

The Company reports an adminis-
trative procedure conducted by the
Antimonopoly Office of the Slovak
Republic regarding a possible misu-
se of the dominant position in 2005-
2010 on the market of sale and ren-
tal of electric locomotives capable of
operation in the Slovak Republic and
on the market of fuel stations. The

Antimonopoly Office charged a pe-
nalty of EUR 10,254 thousand. The
company had appealed the penalty
on 6 September 2013.

The appeal was subsequently com-
plemented on 6 December 2013.
The Board of the Antimonopoly Of-
fice of the Slovak Republic has con-
firmed the penalty on 5 November
2014. The Company filed an appeal
to the District Court in Bratislava
against the ruling of the Antimono-
poly Office. The Court has not made
any judgment yet. The Company’'s
management has some arguments
which may result in cancellation of
the Antimonopoly ruling. It is conclu-
ded that the result of this lawsuit is
uncertain.

24. ASSETS CLASSIFIED AS HELD FOR SALE AND LIABILITIES DIRECTLY
ASSOCIATED WITH ASSETS HELD FOR SALE

In thousands of EUR Land and buildings Machines, equipment, Assets under Total
other assets construction

At 1 January 2014 R

Transfers - Assets held for sale 180,429 - 180,429

At 31 December 2014 180,429 180,429

In thousands of EUR Land and buildings Machines, equipment, Assets under

other assets construction
At 1 January 2013 3,629 - 3,629
Disposals (3,629) (3,629)
Transfers - -
At 31 December 2013
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The Company signed a sale and purchase of shares contract with AAE Wagon a.s. (member of VTG/AAE Group), the
winner of the international tender on 5 March 2015. According to the contract AAE Wagon a.s. will acquire 66% of
share capital of Cargo Wagon, a.s. A shareholders agreement governing relations between both shareholders AAE
and ZSSK CARGO has been also signed. After an approval of the Antimonopoly authorities, registering transfer of
share and the fulfillment of other conditional clauses the final transaction documents, which have already been
agreed on and approved by both parties, will be signed - Agreement on transfer of movable assets for consideration
and subsequent lease back of means of transport (Agreement on sale of 12 342 railway carriages and lease back
of 8 216 railway carriages) and Bank loan agreement between financing banks and Cargo Wagon, a.s which will be
used to finance the purchase of railway carriages. The Company is expecting the finalization of the deal in May -
June 2015. Based on these facts, at 31 December 2014 the Company reported wagons in amount of EUR 180,429
thousand as assets held for sale.

25. RELATED PARTY DISCLOSURES

Related parties of the Company comprise all companies under common ownership (meaning under the control of
the State), the Company’s joint venture and the Board of Directors.

The following tables provide the total amount of transactions which have been entered into with related parties for
the years ended 31 December 2014 and 2013:

In thousands of EUR 31 December 2014
S el f Amounts owed by Amounts owed to
Related party to related from related . .
. ) related parties related parties
parties parties
7SR 938 64,025 201 55,632
ZSSK 13,338 4,169 2,027 580
Ministry of Finance - 4,499 - 117,220
Slovensky plynarensky priemysel - 225 - 28
Cargo Wagon, a.s. - 41 - 10,016
BTS (joint venture) 636 5,981 67 1,229
Other related parties 365 586 56 6

In thousands of EUR 31 December 2013
S RS IR0 Amounts owed by Amounts owed to
Related party to related from related . .
. ) related parties related parties
parties parties
7SR 83,867 88,300 70,173 114,985
ZSSK 20,391 5,042 2,221 607
Slovenska zaruéna a rozvojova banka - 6 - 10,000
Ministry of Finance - 5,244 - 136,720
Slovensky plynarensky priemysel - 340 - 3
BTS (joint venture) 1,214 5,892 296 1,629
Other related parties 497 748 17 278
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The Company’s major contractual
relationships with ZSR and ZSSK
are for fixed one year periods and
are subject to an annual renewal
process. Purchases from ZSR in-
clude primarily network fees and
traction electricity. Sales to ZSR
comprise transport services, whi-
le sales to ZSSK include gains on
sale of property, plant, equipment,
the repair of passenger wagons
and track vehicles and the sale of
diesel oil.

Statutory and supervisory bodies

Members of the Company’s sta-
tutory and supervisory bodies as
registered in the Commercial Re-
gister at the District Court Bratisla-
va | at 31 December 2014 are as
follows:

Board of Directors:

Ing. Vladimir Luptak, chairman
(since 26 April 2012)

Ing. Jaroslav Daniska
(since 26 April 2012)

Ing. Peter Fejfar
(since 26 April 2012)

Supervisory Board:

Ing. Martin Catlo$, chairman

(since 11 September 2012)
Ing. Radovan Majersky, PhD.,

(since 11 September 2012)
Bc. Anton Andel

(since 2 February 2010)
Jan Balaz,

(since 2 February 2010)
Ing. Pavol Gabor

(since 11 September 2012)

26. FINANCIAL RISK MANAGEMENT

The Company’s principal financial
liabilities comprise interest-bearing
loans and borrowings, overdrafts
and trade payables. The main pur-
pose of these financial liabilities is
to raise finance for the Company’s
operations. The Company has vari-
ous financial assets such as trade
and other receivables and short-
term deposits, which arise directly
from its operations.

The main risks arising from the
Company’s financial instruments

In thousands of EUR
EURIBOR (+0.5%)
EURIBOR (-0.5%)

Liquidity risk

The Company’s policy is to main-
tain sufficient cash and cash equi-
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are interest rate risk, liquidity risk
and credit risk. The Board of Direc-
tors reviews and agrees policies
for managing each of these risks
which are summarised below.

Interest rate risk

The Company’s exposure to the
risk of changes in market interest
rates relates to the Company’s
long-term and shortterm borro-
wings and overdrafts with floating
interest rates. The Company has a
broad portfolio of borrowings bea-

31 December 2014
453
(166)

valents or have available funding
through an adequate number of
credit facilities to cover the liqui-
dity risk in accordance with its

Ing. Stefan Hlinka
(since 11 September 2012)

Emoluments of the members of
the Board of Directors and Super-
visory Board

The Board of Directors’ total re-
muneration approximated EUR
29 thousand (EUR 27 thousand in
2013). The total remuneration of
members of the Supervisory Board
amounted to EUR 9 thousand (EUR
9 thousand in 2013).

Loans granted

No loans have been granted to key
management and members of the
Board of Directors and Supervisory
Board.

ring a range of fixed and floating
interest rates.

The following table demonstrates
the sensitivity of the Company’s
profit before taxes for the period
of 12 months after the reporting
date to a reasonable change in
interest rates of 50 basis points
higher/lower, with all other vari-
ables held constant. There is no
impact on the Company’s equity.

31 December 2013
520
(375)

financing strategy. The amounts
available in the form of credit fa-
cilities as at 31 December 2014
and 2013 consist of the following:
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In thousands of EUR 31 December 2014 31 December 2013
Long-term loan facilities available - -
Short-term loan facilities available 10,295 8,578
Total loan facilities available 10,295 8,578

As at 31 December 2014 the Company did not have any banks guarantees (EUR O thousand at 31 December 2013).

The table below summarises the maturity profile of the Company’s financial liabilities at 31 December 2014 based
on contractual undiscounted payments.

Lessthan3 From3to12 From1to5

In thousands of EUR On demand months months T Over 5 years Total
Subordinated debt - - 19,500 78,000 19,720 117,220
Long-term loans - - - 13,098 - 13,098
Trade and other payables 1,194 55,981 16,796 35,546 - 109,517
Obligations under finance leases - 752 20,786 16,098 1,573 39,209
Short-term loans - - 102,810 - - 102,810

1,194 56,733 159,892 142,742 21,293 381,854

The table below summarises the maturity profile of the Company’s financial liabilities at 31 December 2013 based
on contractual undiscounted payments.

In thousands of EUR On demand MBS Ui [Heiod Over 5 years
months months years Total
Subordinated debt - 9,750 9,750 78,000 39,220 136,720
Long-term loans - - - 11,203 3,950 15,153
Trade and other payables 2,645 77,963 80,689 - - 161,297
Obligations under finance leases - 986 13,632 36,837 2,167 53,622
Short-term loans - 12,188 111,183 - - 123,371
2,645 100,887 215,254 126,040 45,337 490,163

Credit risk

The Company provides a variety of
customers with products and servi-
ces, none of whom, based on volu-
me and creditworthiness, present
a significant credit risk, individually
or in aggregate. The Company has
three major customers, US Steel
Kosice, Budamar Logistics and
Express Slovakia, sales to which
represent 55% of transport and re-
lated revenues (46% in 2013), but
management is confident, based
on historic experience, projections
for the future and contracts in pla-
ce, that the Company is not overly
exposed to credit risk in respect of
these three customers. The Com-

pany’s procedure is to ensure that
sales are made to customers with
appropriate credit histories and
that acceptable credit limits are not
exceeded.

The value of financial assets, reco-
gnised in the balance sheet redu-
ced by impairment losses reflects
the Company’s maximum exposure
to credit risk.

Capital management

The primary objective of the Com-
pany’s capital management is to
ensure that it maintains a strong
credit rating and healthy capital ra-
tios in order to support its business
and maximise shareholder value.

The Company manages its capital
structure, and makes adjustments
to it, in light of changes in economic
conditions. No changes were made
in the objectives, policies or pro-
cesses during the years ended 31
December 2014 and 31 December
2013.

The Company monitors indebted-
ness using a debt to equity ratio, by
which debt consists of external inte-
rest-bearing loans and borrowings
and excludes subordinated debt
provided by related parties and fi-
nance lease obligations, divided by
total equity. In 2014 the ratio has
improved in comparison with the
previous period.

5
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In thousands of EUR 31 December 2014 31 December 2013
Long-term debt, net of current portion 13,098 15,153
(excluding subordinated debt and finance lease obligations)

Short-term debt, including current portion of long-term debt 102,810 123,371
(excluding finance lease obligations)

Debt 115,908 138,524
Equity 114,138 119,630
Debt to equity ratio (%) 102% 116%

27. EVENTS AFTER THE BALANCED SHEET DATE

The following events occurred subsequent to 31 December 2014 that might have a material effect on the fair pre-
sentation of the matters disclosed in these financial statements:

B The Company signed a sale and purchase of shares contract with AAE Wagon a.s. (member of VTG/AAE Group), the
winner of the international tender on 5 March 2015. According to the contract AAE Wagon a.s. will acquire 66% of
share capital of Cargo Wagon, a.s. A shareholder agreement governing relations between both shareholders AAE
and ZSSK CARGO has been also signed. After an approval of the Antimonopoly authorities, registering transfer of
shares and the fulfillment of other conditional clauses the final transaction documents, which have already been
agreed on and approved by both parties, will be signed.

B Effective 1 January 2015 2 member of the Supervisory Board were changed, representatives of employees voted
in elections in late 2014.

Approved by Ing. Vladimir Luptak and Ing. Peter Fejfar on behalf of the Board of Directors on 15 April 2015.
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ORGANIZATION STRUCTURE AS AT 31. 12. 2014

General Assembly

Supervisory Board

Board of Directors Board of Directors Office

Internal Audit

Legal services Control, Inspection and Strategy and Human resources Internal and Logistics and q
Department Protection Department Development management sty e External Relations Purchase Management il Energetics Departme!

Departme Department Department Department
Protection Cash-Flow Non-tractive
and Economic Strategy Management and Administration Unit Intemal Procurement and energetics Unit
Mobilization Unit and Investment Unit Development of Human Relations Unit Methodics Section
Control Unit j - International an Methodics

External Relations Unit and Analyses Unit

Procurement
and Purchase Unit

Inspection Unit

Education Unit
HR services Section

Personal Services Unit

Storage and
Distribution of Goods
Unit

Wages Centre Unit

Trade and Services Division Operations Division

Rolling stocks services

Section of technical and technological Maintenance and repairs trade Section Controlling Section

preparation of operations

3 o - Rolling Stocks Maintenance Accounting taxes and reporting Section
Operations Analyses and Guidelines Unit

Economy Division

Intermodal transportation Unit
Marketing Section
Accounting Unit
Sl SeE Operations planning Unit Rolling Stocks Maintenance
and Repairs Back Office Unit Rail clearing centre Section
Trade Support Section Wagons Plannig and Management Unit E £

" . . " Input control and international
Trade Conditions Unit Operations, Transportation and Wagon Rollgﬁdstrgclé? r'snsag::tt?gna"ce transportation price calculation Unit
Trade support Unit Service Section D:

Maint o . International transportation
aintenance and repairs claiming Unit

and Repairs Sales Unit

Technology and Wagon Service Unit

management Unit
MalrtenanceandepasTctnica wansporation pce caluiton Uri
Transport Dispatching Unit Intemational transportation
Freight Wagons Control Unit accounting Unit
Traction Control Unit Transportation acch%Liltnting and clearing

Driving Railway Vehicles Management Unit
East Slovak transshipment Section h b
Freight Wagons Management Unit Facility management Section
Transshipment Unit . . )
Inspection of Technical Control Unit Facility efficiency Unit
Transport and Transportation Unit >
Technical Unit Fac"'(t)yp'g';’t‘f,%i'{‘ﬁ,?f Gl

Matovce and EVO Transshipment Unit Ecology Unit
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CONTACTS

Zelezniéna spoloénost Cargo Slovakia, a.s.
Drienova 24

820 09 Bratislava

tel.: +421 2 2029 7776

fax: +421 2 4342 0389

e-mail: cargo.gr@zscargo.sk

www.zscargo.sk

FOREIGN REPRESENTATION:

General Agency in Ukraine

Zelezniéna spolonost Cargo Slovakia, a.s.
General Agency in Ukraine

Ing. Jozef VIRBA

Gogolya 1, 290 604 Lviv

tel.: +380 322 971 198

fax: +380 322 971 198

Mobile phone: +380 954 786 565

e-mail: gzcargo.lviv@gmail.com

56






ZSSKCARGO

Zeleznicna spolocnost Cargo Slovakia, a. s.
Drienova 24, 820 09 Bratislava
www.zscargo.sk



