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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 Shareholder of Zeleznitna spoloénost Cargo Slovakia, a.s.:

l. We have audited the separate financial statements of Zelezniéna spolo&nost Cargo Slovakia,
a.s. ("the Company”) as at 31 December 2015 presented in the annual report. We issued the
following independent audit report dated 14 April 2016 on the financial statements:

“Independent Auditors’ Report

To the Shareholder of Zelezniéna spoloénost Cargo Slovakia, a.s.:

We have audited the accompanying separate financial statements of Zelezniéné spoloénost
Cargo Slovakia, a.s. (the Company’), which consist of the statement of financial position as at
31 December 2015 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 Financial Reporting Standards
as adopted by the EU, and for such internal controls as management delermines are necessary
to enable the preparation of separate financial statements that are free from material
misstatement, whether due to fraud or error.

Auditors’ Responsibility

Our 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 Intemational Standards on Auditing.
Those standards require that we comply with ethical requirements and plan and perform the audit
to obtain reasonable assurance as fo 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 true and fair view, in order to design audit procedures thal are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the
entity's internal controls. 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 for our audit opinion.

Opinion

In our opinion, the separate financial statements give a true and fair view of the financial position
of the Company as at 31 December 2015, and of its financial performance and its cash flows for
the year then ended in accordance with International Financial Reporting Standards as adopted
by the EU.

THIS IS A TRANSLATION OF THE ORIGINAL SLOVAK REPORT
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Emphasis of Matter
Without qualifying our opinion, we draw attention to the following matters:

i. As set out in Note 2.1 to the financial statements, the Company reported total accumulated
losses of EUR 288,685 thousand. The future of the Company depends on the complete
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
uncertainty that may cast significant doubt on the Company's ability to continue as a going
concem.

ii. As set out in Note 22 to the financial statements, the Company recorded provisions of EUR
22,242 thousand for potential environmental remediation. Eslimates of the future costs relating to
environmental remediation are not necessarily accurate, due to uncertainfies conceming 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.

ili. As set out in Note 26 to the financial statements, the Company has significant related party
transactions and significant trading relationships with Zeleznice Slovenskej republiky and
Zelezniéné spoloénost' Slovensko, a.s., which are generally coniracted on an annual basis.

14 April 2016

Bratislava, Slovak Republic

Emst & Young Slovakia, spol. s r.0. Ing. Peter Uram-Hriso
SKAU Licence No. 257 UDVA Licence No. 996"

We have also audited the consistency of the annual report with the above-mentioned
separate 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 on 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 separate financial
statements. We have checked that the information presented in the annual report is
consistent with that contained in the separate financial statements as at 31 December 2015.
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 separate financial statements of the Company as at
31 December 2015 and is in accordance with the Act on Accounting No 431/2002 Coll,, as
amended by later legislation.

14 April 2016
Bratislava, Slovak Republic

gnﬁl x”{ovn— Qﬁ 2\“

Ernst & Young Slovakia, spol. s r.o. Ing. Peter Uram-Hriso
SKAU Licence No. 257 UDVA Licence No. 996

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 spoloénost Cargo Slovakia, a. s.

In mid-May 2015, ZSSK CARGO
and AAE Wagon, a.s. signed
the Agreement on the Sale and
Leaseback of Rolling Stock, under
which ZSSK CARGO sold its sub-
sidiary Cargo Wagon, a.s. a total
of 12,342 freight wagons and sub-
sequently leased back 8,216 wag-
ons for a period of eight years, with
an option for another eight years.
ZSSK CARGO holds 34% of the
shares in Cargo Wagon, a.s. with
the remaining 66% of the shares
being held by AAE Wagon, which
won the international tender pro-
cess for the entry of a strategic
partner into the subsidiary Cargo
Wagon. During June 2015 ZSSK
CARGO handed over, through a pro-
tocol, more than 12 thousand wag-
ons to the new owner, thus bringing
the two-year process to an end and
significantly reducing the debts of
ZSSK CARGO. A final takeover pro-
tocol was executed and an invoice
for the sold wagons was duly is-
sued and settled in July, and since
then ZSSK CARGO has begun to
pay Cargo Wagon the rent for the
leased wagons, and today we can
say that it has also begun to oper-
ate in a new regime of providing
wagons to its customers, none of
whom have been affected by the
transaction in any way.

In the middle of 2013, when the
Slovak government approved the
Measures Proposed to Consolidate
Rail Freight Transport in the Slovak
Republic, not all of us accepted



the proposed way of reducing the
company‘s debts. But at the time
of drafting the government meas-
ures, the debt of the state-owned
rail freight carrier exceeded EUR
450 million and there were not
many solutions how to discharge
the liabilities towards the state or
ZSR as the infrastructure manag-
er and towards other creditors.
First of all, it was necessary to de-
termine the manner of repaying
ZSSK CARGO's debt arising from
the repayable state financial aid
provided in 2009. Property dispos-
als seemed to be one of few pos-
sible and appropriate options for
discharging the debt, though partly
with some risks.

The state-owned carrier's debt
was reduced from the mentioned
amount of EUR 450 million to EUR
333 million in 2013 - 2014, and to
EUR 130 million after the comple-
tion of the transaction, with pros-
pects for further reduction of the
debt. This means an entirely differ-
ent company that is economically
much stronger, ready to operate as
a going concern, and to bring eco-
nomic benefits also to the state.

Out of the proceeds of the sale of
the wagons, an amount of over EUR
180 million was used to discharge
the company‘s debt; out of this
amount, in July 2015, the carrier
repaid a portion of the debt arising
from the received repayable finan-
cial aid in the amount of EUR 97.7
million, as well as a portion of the

debt to ZSR in the amount of EUR
15 million for access to the railway
infrastructure, which debt was in-
curred yet in 2010. The remaining
amount of roughly EUR 67 million
was used by ZSSK CARGO to repay
all its operating loans. By the end
of 2015, the company managed to
pay off the remaining portion of the
state financial aid, with the compa-
ny‘s debt ratio falling under the ex-
pected 130%. The company‘s debt
declined by more than 60% on a
year-over-year basis.

The favourable economic re-
sults for 2015 indicate that ZSSK
CARGO performed better than the
plan expected. Unfortunately, the
fluctuations on the world markets
also affected the company‘s trans-
port volumes, causing a decrease
in its revenues due to a decline in
the import of raw materials and
in the export of finished metallur-
gical products. Such decline was
at least partly offset by new trans-
ports. The company is lacking the
non-performed transport volumes
and the situation in the steel and
steel-made product markets, which
continues to persist during the first
months of 2016, should be a rea-
son for ZSSK CARGO to consider
plans to respond to market fluctu-
ations better.

However, there are also other
challenges the company has to
cope with. Among other things,
it has to spend more on capital
investments, which have been
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underestimated so far, as the mon-
ey saved on loan repayments and
interest payments can be used for
development projects. According to
the prepared concept of the com-
pany‘s development until 2020,
ZSSK CARGO will primarily invest in
locomotives as well as in informa-
tion technologies that have to be
compatible with those of the part-
ners abroad so that the customers
have access to accurate data on
the goods transported.

The rail freight market in Slovakia is
small, and so the room for strength-
ening our market position and
competitiveness is not unlimited.
Therefore, ZSSK CARGO needs to
cooperate with its partners abroad
and to offer the customer compre-
hensive services within the single
European rail market. Besides, our
ambition in Slovakia is not only to
maintain but also to develop the
single wagon load segment. These
are often transport services that
are not very profitable but giving
them up would be a mistake in the
light of the future perspectives of
rail freight transport, which is also
corroborated by studies drawn up
by international railway organisa-
tions, as well as by the support that
is given to single wagon load trans-
port by rail also in other European
countries.
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LIST OF USED ABBREVIATIONS

AVV
BTS

CEF

¢D

EDI

EU

GYSEV Zrt.

IAS
IASB
IFRIC

IFRS
ISP

IT

MAV Zrt.
MPU
MTCRD

PED
PGV

RD
REPAS

RIV

RSS
TSI TAF

VAT
ZSSK

ZSSK CARGO
ZSR

zs

General Contract of Use for Wagons (GCU)

BULK TRANSSHIPMENT SLOVAKIA, a.s.

Connecting Europe Facility

Czech Railways

Electronic Data Interchange

European Union

Gyo6r-Sopron-Ebenfurti Vasit Zrt.(Hungarian-Austrian
Railway Company)

International Accounting Standards

International Accounting Standards Board
International Financial Reporting Interpretations
Committee

International Financial Reporting Standards
Operations Information System

Information Technologies

Magyar Allamvasutak Zrt. (Hungarian State Railways)
Motive Power Units

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

Locomotive depot

Retraining, opportunity and co-operation - project of
the Central Office of Labour, Social Affairs and Family
to support the education of job applicants
Agreement Governing the Exchange and Use of
Wagons between Railway Undertakings

Rolling stocks

Telematic Applications for Freight - Technical
Specification for Interoperability

Value Added Tax

Zelezniéna spoloénost Slovensko, a.s.

Zelezniéna spoloénost Cargo Slovakia, a.s.
Zeleznice Slovenskej republiky

Zelezniéna spolo¢nost, a.s.



MILESTONES OF THE YEAR 2015

B The most important economical oc-

casion of the year was signing of
the Agreement on the Transfer for a
Consideration of Movable Property and
Subsequent Leaseback of Rolling Stock
between ZSSK CARGO and company AAE
Wagon, a.s. Under the said Agreement,
ZSSK CARGO has transferred a total of
12,342 wagons to its subsidiary Cargo
Wagon, a.s. in which 66 % of the shares
are held by AAE Wagon, a. s. as the win-
ner of the international tender, and has
leased back 8,216 wagons. In June
2015, ZSSK CARGO handed over freight
wagons to Cargo Wagon, a.s. and after
having executed a final takeover protocol
ZSSK CARGO began to pay the rent for
the leased wagons as of July 10, 2015.
The funds from the sale of freight wag-
ons and the share in subsidiary Cargo
Wagon, a.s. were used to reduce the
debt of ZSSK CARGO to 30 % of the debt
in 2012, while

ZSSK CARGO repaid all its liabilities re-
sulting from the Repayable Financial Aid
Agreement on November 23, 2015. The
Repayable Financial Aid Agreement was
concluded on March 31, 2009. The fi-
nancial aid added up to 165,970 thou-
sand of EUR and was to be used to mit-
igate the effects of global financial and
economic crisis. Liabilities resulting from
the agreement should have originally
been repaid in 17 equal biannual instal-
ments, with the last instalment falling
due on February 28, 2019. The funds
were granted by the Ministry of Finance
of the Slovak Republic.

In 2015, ZSSK CARGO lowered its debt
towards ZSR resulting from unpaid in-
voices for access to the railway infra-
structure in 2010 by 15,000 thousand
of EUR.

In 2015, an international competitive
bidding process for the entry of a stra-
tegic investor into the subsidiary ZSSK
CARGO Intermodal, a.s. took place. No
investor has been chosen.

B A comprehensive analysis of an alter-

native joint venture with Zeleznicna
spolocnost Slovensko, a.s. was carried
out. As a result, maintenance and repair
capacities of the passenger and freight
rail carriers RSS were not combined and
it was proposed that a separately moni-
tored unit within ZSSK CARGO should be
established in the following period.

The implementation of measures “ZSSK
CARGO motor traction motive power
units for 2015 - 2021” and “Human
resources concept development in se-
lected professions up to 2020 was
launched.

Activities of internal cross-sectional task
forces and the Steering Committee of
ZSSK CARGO enhance daily availability
motive power units of the 736, 746, 756
and 773.8 series and the decrease of to-
tal need for power units as well as the
amount of freight wagons necessary for
the fulfilment of planned business and
operational needs.

Resources of the Human Resources
Operational Programme were used for
partial co-financing of courses through
RE-PAS which were aimed at train
drivers.

Validity of the safety certificate was re-
newed for the operation of rail freight
transport in the EU as well as for organ-
isation and provision of traffic services
within the infrastructure of ZSR, MAV Zrt.
(Hungarian State Railways) and GYSEV
Zrt. Technical safety tests were carried
out on 11 motive power units of the 131
series to be operated on Polish infra-
structure (so called polonisation).
Preparatory works of the ZSSK CARGO
2020 Strategic Plan, including the Mid-
term Investment Plan and ZSSK CARGO
2016 - 2021 took place.

Construction of the 2nd rotary tipper
of subsidiary BTS in Cierna nad Tisou
was launched, petroleum economy in
RD PleSivec, lighting in inspection chan-
nels of RD Zilina, heating in operation
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building of RD Matovce and rail scales in
RD Cierna nad Tisou were reconstructed.
A part of locomotives which were not
necessary from business and operation-
al point of view was sold to joint venture
BULK TRANSSHIPMENT SLOVAKIA, a.s.
and is to be used abroad.

Functionality of Operations Information
System (ISP) and data provided to cus-
tomers via ISP Customer Portal was
extended.

The issuance and delivery of electronic
invoices to customers of ZSSK CARGO
based on EDI application, PED custom-
er portal and electronic delivery of in-
voices to customer's e-mail upon client's
“Consent are extended progressively.
Such extension applies also to the pro-
ject aimed at transformation of docu-
ments to electronic and digital form, in-
cluding archiving of such documents to
decrease the amount of printing in ZSSK
CARGO.

Preparatory work has begun for the im-
plementation of technical interoperabil-
ity of the TSI TAF subsystem under the
conditions of ZSSK CARGO with a part of
resulting costs being cofinanced by the
EU/CEF. The preparatory work is aimed
at higher attractiveness of the rail freight
transport and the establishment of an in-
teroperable railway within the transpor-
tation system of the Slovak Republic.
Extensive amendments and supple-
ments to the Agreement on International
Goods Transport by Rail (SMGS) are ef-
fective as of July 1, 2015.

A re-certification audit of the product
“Eastern Slovak Transshipment Yards*
was successfully conducted in accord-
ance with STN EN ISO 9001:2008, with
the certificate of quality being retained
for another three years until September
14, 2018.
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FREIGHT TRANSPORT

In 2015, ZSSK CARGO transported 34,728
thousand tonnes which is a decrease of
over 1,872 thousand tonnes compared to
the planand a decrease of 1,289 thousand
tonnes if compared to 2014. Lower volume
of transport is recorded in commodities
connected with metallurgical industry (iron
ore, coal and metals). Compared to the
plan the decrease in these three commod-
ities is over 1.933 million tonnes of goods
and year-onyear decrease is over 1.458
million tonnes of goods.

Decrease in metallurgical production
in the Slovak Republic and neighbour-
ing countries had impact on lower per-
formance of ZSSK CARGO in 2Q and 3Q
above all. This situation was caused by a
global surplus of cheap steel from China
what resulted in smaller production of the
biggest metallurgical company (metals)

in the Slovak Republic with an impact on
noticeable continuous reduction of raw
materials inventory (iron ore and coal). A
negative development of coal transpor-
tation was also caused by the fact that a
competing carrier had got hold of a signif-
icant transportation task within import.
The EU sanctions imposed on the Russian
Federation have caused the decrease of
intermodal transportation, particularly
within the export of disassembled cars in
containers.

However, the company was able to gain
more than 1,300 thousand tonnes of new
transports which accounted mainly for
building material and coal. The increase
in the commaodity of chemical products is
positive. Also in 2015 was confirmed the
trend of obtaining timber transportation
moved from roads to railways.

Freight transport by commodities

Despite the fact, that in 2015 the
planned indicator transported tonnes
was not fulfilled (- 5.1%), with transpor-
tation on longer transport distance (com-
pared to the plan + 4.1 km on average,
+ 5.7 km in year-on-year comparison)
non-fulfilment of carriage capacity in net
tonnes kilometres - 3.1% compared to
the plan and - 0.7% in year-on-year com-
parison was achieved. The company so
achieved additional revenues on partial
elimination of transport volume failure
at comparable fixed costs. On the other
hand such savings of variable costs were
not achieved (railway infrastructure, trac-
tion energy, part of personal costs and
the like) as should be at mentioned cut
of transport volume in tonnes and at un-
changed average transport distance.

In thousand of tonnes 2015/2014
Iron ore 12,497 12,918 12,589 11,924 12,253 0.97
Metals 4,906 5,450 5,537 5,906 5,543 0.90
Coal 4,279 4,772 5,028 5,516 5,950 0.90
Building material 3,307 3,022 3,015 2,936 3,223 1.09
Chemical products 2,563 2,259 2,181 1,874 2,578 1.13
Timber 2,312 2,577 2,333 1,968 2,308 0.90
Petroleum products 2,073 1,921 2,232 2,011 2,195 1.08
Intermodal transport 1,606 1,864 2,018 1,870 2,243 0.86
Unspecified 936 874 1,043 1,001 768 1.07
Foodstuffs 250 360 331 277 421 0.69
34,728 36,017 36,308 35,284 37,483 0.96

Classification according 'ﬁgt‘;i :

to the commodities Coal

Building material W A
Chemical products 5
pTimber m Wﬂﬂﬂmﬂlnﬁ?)
Petroleum products /
Intermodal transport
Unspecified [

Foodstuffs [




Domestic freight transport

2015 2014
Transported goods (in thous. of tonnes) 4,303 4,245
Operation Performance (in mil. of net tkm) 820 796
Average forwarding distance (in km) 190.6 187.5

International freight transport

Import 2015 2014
Transported goods (in thous. of tonnes) 13,761 14,812
Operation performance (in mil. net tkm) 2,031 2,236
Average forwarding distance (in km) 147.6 151.0
Export 2015 2014
Transported goods (in thous. of tonnes) 8,486 8,282
Operation performance (in mil. net tkm) 1,276 1,167
Average forwarding distance (in km) 150.3 140.9
Transit 2015 2014
Transported goods (in thous. of tonnes) 8,179 8,678
Operation performance (in mil. net tkm) 2,712 2,690
Average forwarding distance (in km) 331.6 309.9
International Transport in Total 2015 2014
Transported goods (in thous. of tonnes) 30,425 31,772
Operation performance (in mil. net tkm) 6,019 6,092
Average forwarding distance (in km) 197.8 191.8

Freight traffic performance

(mil. gross tkm) 2015 2014
Electric Traction 12,067 11,232
Diesel Traction 1,221 1,217
Total Freight Performance 13,288 12,449

Freight operation performance

(mil. net tkm) 2015 2014
Electric Traction 6,464 6,203
Diesel Traction 583 588
Total Operation Performance 7,047 6,791

Note: Operating performance is calculated in real net tkm.

2013
4,473

787
175.8

2013
14,515
2,243
154.6
2013
8,661
1,108
127.9
2013
8,659
2,673
308.7
2013
31,835
6,024
189.2

2013
10,998
1,561
12,559

2013
6,052

728
6,780

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 2015/2014

4,566
712
156.0

1.01
1.03
1.02

2011 2015/2014

15,364 0.93
2,613 0.91
170.1 0.98
2011 2015/2014
8,768 1.02
1,202 1.09
1371 1.07
2011 2015/2014
8,785 0.94
2,763 1.01
314.5 1.07
2011 2015/2014

32,917 0.96
6,578 0.99
199.8 1.03

2011 2015/2014

12,797
1,838
14,635

1.07
1.00
1.07

2011 2015/2014

6,761
837
7,598

1.04
0.99
1.04

(e}
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Ratio of operating and traffic performance in freight transport

(%) 2015 2014 2013 2012 2011 2015/2014
net tkm / gross tkm 53.03 54.55 53.99 52.94 51.91 0.97

Train-path kilometres in freight transport

(in thousand of train-path kms) 2011 2015/2014
Electric Traction 7,958 7,413 7,394 7,825 8,802 1.07
Diesel Traction 1,688 1,725 2,051 2,122 2,482 0.98
Freight Transport in Total 9,645 9,138 9,445 9,947 11,284 1.06

STRUCTURE OF MPU

Development of MPU number

2015 2014 2013 2012 2011

Electric locomotives 288 299 309 309 323
Diesel locomotives 298 338 338 338 SIS
Diesel coaches 1 1 1 1 1
587 638 648 648 697

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

Age structure of MPU
Years Upto 15 Up to 30 Over 30 Total
Electric locomotives 6 27 255 288
Diesel locomotives 50 14 234 298
Diesel coaches - - 1 1

56 41 490 587
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STRUCTURE OF FREIGHT WAGON FLEET

Development of number of wagons

2015 2014 2013 2012 2011
Covered wagons 206 1,963 1,964 1,952 2,141
Open wagons 73 6,524 6,694 6,808 6,860
Flat wagons 727 3,306 3,311 3,076 2,973
Other freight wagons 11 1,473 1,473 1,473 1,474

1,017 13,266 13,442 13,309 13,448

Besides above-mentioned wagons in personal possession, ZSSK CARGO rented 1,104 wagons through the
financial leasing as at 31 December 2015. Financial leasing was used also in the previous years. An important
transaction of 2015 was the sale of 12,342 freight wagons to subsidiary Cargo Wagon, a.s. (66 % of shares are
held by AAE Wagon, a.s.) from which we leased back 8,216 wagons as of December 31, 2015.

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

Years Up to 15 Up to 30 Over 30 Total
E - ordinary open high-sided wagon - 72 1 73
F - special open wagon - - - -
G - ordinary covered wagon 5 46 51
H - special covered wagon 1 8 69 73
K - ordinary flat wagon 1 17 18
L - special flat wagon 202 - 8 205
R - ordinary flat bogie wagon - 3 24 27
S - special flat bogje wagon 250 226 1 477
T - wagon with opening roof - 4 78 82
U - special wagon - - - -
Z -tank wagon - 1 10 11

453 315 249 1,017

11
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CAPITAL INVESTMENTS OF ZSSK CARGO

(accounting balance as at 31.12.2015 in EUR)

Number of equi-

Value of Capital

Company ties (pcs) Type sharei(C) Investments
Intercontainer - Interfrigo s. c. Brusel, Belgium 385 paper 0.03 7,610.33
Bureau Central de Clearing s. c. r. . Brusel, Belgium 4 paper 2.96 2,974.72
BULK TRANSSHIPMENT SLOVAKIA, a.s. 54,932 paper 40 2,829,503.54
Cargo Wagon, a.s. 2 paper 34 3,402,500.00
ZSSK CARGO Intermodal, a.s. 25 paper 100 27,500.00

6,270,088.59

INTEGRATED MANAGEMENT SYSTEM

Quality of the transport process is
one of the mostimportant top man-
agement priorities of the company.
In this respect, great emphasis is
placed on customers’ satisfaction.
At the same time, strategic tasks
of the company management in-
clude continuous monitoring of the
situation as to employees’ occupa-
tional safety and health protection
with a view to minimise the risk of
bodily injuries suffered by employ-
ees or the risk of property damage
suffered by the company as well as
the customer. The integrated man-
agement system is an indispensa-
ble instrument that is used by the
company’s management to ac-
complish demanding tasks regard-
ing the quality of services provided
to our customers and occupational
safety and health protection.
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In October and November 2015,
the independent certification com-
pany TUV SUD Slovakia checked
the functionality of the integrat-
ed management system and con-
firmed that the management sys-
tem certificates were rightfully
awarded pursuant to I1ISO 9001
and OHSAS 18001. We have again
demonstrated our professional at-
titude and effort to continuous-
ly improve our activities, products
and services with particular focus
on quality and occupational safety.

We hold these certificates:

ISO 9001
the following

B According to the
standards for
products:

- Railway freight transport (logis-
tic trains).

- Maintenance and repairs of
rolling stocks.

- Procurement and Purchase
Processes, Methods and
Analysis Processes, Storage
Processes and Services, Fleet
of vehicles Processes and
Services.

- East Slovak Transshipment
Yards.

- Ensuring professional qual-
ification and education of
employees.

B According to the OHSAS 18001
standards:

- Managerial system of work
safety and health protection at
work.



«

ZSSK CARGO

HUMAN RESOURCES

As at 31.12.2014, the company employed 6,103 people. Via mobility and optimization the number of registered
employees was 6,027 as at 31.12.2015. As compared with the year 2014, an employment decrease by 76
people (-1.25%) is indicated.

Structure of employees by sex

1,469

® male

“ female

Structure of employees by type of work

workers
m technical-economic employees

Structure of employees by age

With respect to the employees’
structure according to age, the
largest decrease in the number
of employees was found in the
age category 40 - 49 years (- 69
employees) of the total decrease
in the number of employees (76
employees).

2,894 2,910

The average age of employees as
at December 31, 2015 was 47.91
years.

number of employees as at 31.12.2015
® number of employees as at 31.12.2014

s 40-49 50- 62

Over 62
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Structure of employees by education

3,246 3,909

1,084, 2,077

Elementar i
y Apprentice ¢omplete secondary University

school  technical education

= Number of employees at 31.12.2015
= Number of employees at 31.12.2014

With respect to the employees* structure according to education, the largest decrease in the number of employ-
ees was found in the category “employees with apprentice school” (- 93 employees) as compared to the total de-
crease in the number of employees (76 employees). The highest number of employees was found in the category
of “employees with complete secondary technical education” (3,246 employees).

The average wage in 2015 was EUR 895.7 which represents a 4.34 % increase compared to 2014.

As part of HR development in the area of training and education, an in-college training courses for engine drivers
of freight trains and an in-college wagon examiner training courses aimed at attaining vocational skills required
under the Railways Act were held also in 2015. The company availed itself of the possibility to attract job seek-
ers to the training courses for engine drivers in a particular region registered at the local labour offices within
the operational programme (RE-PAS): preparation of job seekers for their use in the labour market with a view to
gain theoretical and practical knowledge, competences and skills in a chosen training course, while the financial
means were sourced from the EU funds.

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

Many external and internal factors
and risks affected carriage capac-
ity and activity of ZSSK CARGO in
2015, in particular:

B High dependence of ZSSK
CARGO on metallurgy in the
Slovak Republic and the neigh-
bouring countries what resulted
in a decrease of capacity in the
2nd half of 2015 which affect-
ed a significant part of compa-
ny’s capacity.

B Situation in Ukraine including
the transformation of Ukrainian
Railways to public joint-stock
company Ukrainian Railways,
and the EU sanctions imposed
on the Russian Federation
which affect transportation of
goods from and into the afore-
mentioned countries.

B |ncreasing competitiveness of
road as well as rail carriers, the
increase of competition main-
ly within the segment of block
trains transport and in the tran-
sit movement from the east to
the west and from the north to
the south and vice versa.

B Lower transport efficiency of
single wagon loads which im-
pose significantly higher de-
mands on technical and

personal capacities than the
transportation of block trains.

B |nsufficient investments in de-
velopment with respect to fi-
nancial capacities of the com-
pany has negative influence
on operational indicators and
planned savings; in 2015, the
amount of capital expenditures
was the lowest since the estab-
lishment of the company and
did not cover standard replace-
ment costs.

B The fulfilment of obligations of
the public procurement subject
in commercial sector signifi-
cantly complicates flexible and
adaptable reactions of the com-
pany on the market needs.

B The increase of company em-
ployees’ average age, mainly
those in operational and tech-
nical positions - this may lead
to future lack of competent
employees.

B Higher fault rate and insuffi-
cient reliability of motor trac-
tion locomotives increases op-
erating demand for locomotives
as well as related operational
costs.

B Financial demands during the
implementation phase of the EU
legislation, mainly in the sector

EXPECTED FUTURE DEVELOPMENT

ZSSK CARGO plans to go on with
measures set in the Resolution
of the Government of the Slovak
Republic No. 390/2013 in order
to reach economic consolidation
and company development. ZSSK
CARGO expects in particular the

stabilisation or a slight increase of
the carriage capacity and revenues
which may be negatively affected
by external factors in relation to the
increasing competition, slow re-
covery of sectors which utilise rail
freight transport, and advantage of

«
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of locomotives, operation, infor-
mation systems, noise, safety
and service equipment.

B Assets of ZSSK CARGO is out-
dated and dubious and has a
minimum market applicability.
ZSSK CARGO also has energy
intense assets that burdens the
company with higher operation-
al costs. Furthermore, some as-
sets resulting from the split of
ZSR is still not settled.

B The ongoing modernisation and
reconstruction of ZSR railway
infrastructure and neighbour-
ing railways affects smooth-
ness and efficiency of train
traffic and increases the need
of rolling stocks and operation-
al employees. Long-term slow
rides decrease profitability of
goods transportation.

road transportation. After the sale
of wagons to the subsidiary Cargo
Wagon, the sale of 66% share of
the subsidiary to the AAE Wagon
and after consecutive reduction of
debts, the company will go ahead
with measures to increase the

15
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efficiency of internal processes,
capacities and assets, as well as
other measures which arise from
approved strategic materials aim-
ing at the balanced budget. In or-
der to reach the balanced budget it
is important to go on with the sup-
port the rail freight transport in the
form of reduced payments for us-
ing the ZSR railway infrastructure
after 2016.

The same stress will be laid on the
implementation of measures for

the recovery of operational and
technical personnel in the sense of
the approved conceptual material.
ZSSK CARGO will claim stronger
state support within the transpor-
tation of the single wagon loads.
As a follow-up to a new EU and
Slovak legislation, it will be neces-
sary for ZSSK CARGO to implement
relevant provisions step-by-step,
mainly in relation to noise, tele-
matics applications and service
equipment.

Within its investments, ZSSK
CARGO plans to conduct not only
the necessary investment in the
maintenance of locomotives and
wagons, but also in the recovery
of the rolling stock, machinery,
machines, devices, intangible as-
sets and buildings in the sense of
adopted conceptual materials in
order to save operational costs and
increase efficiency.

PARTICULAR INFORMATION FOR THE YEAR 2015

During 2015, the sale of Cargo
Wagons, a.s. share was completed
and ZSSK CARGO started to lease
back a great part of freight wagons.
Gained resources were used main-
ly for the settlement of company’s
debts and were not used for devel-
opment activities and investment
projects. The company focused
on other measures aimed at eco-
nomic consolidation. The launch
of progressive recovery and devel-
opment of assets and capacities is

foreseen as of 2016.

In 2015, the company did not ex-
pend any research and develop-
ment costs.

The company does not have any
business unit abroad.

No events have occurred subse-
quent to the end of the financial
year as of December 31, 2015 that
would significantly affect the fair

SELECTED ECONOMIC INDICATORS

According to the data from separate financial statement

presentation of facts disclosed in
the attached financial statements.

It will be proposed to the statutory
body that the recognised account-
ing profit of 77,000 EUR in 2015
should be assigned to legal reserve
fund in the amount of 10 %. The
rest will be proposed to be reclas-
sified to accumulated losses from
previous years.

in thousand of EUR 2015 2014
Total assets 354,195 551,240
Long-term tangible property 274,586 296,904
Assets held for sale 180,429
Equity 114,215 114,138
Loans (short-term + long-term) 63,614 233,128
Revenues 284,281 296,216
Costs (277,929) (292,441)
Profit/ (loss) out of financial operations (4,849) (9,228)
Income tax (1,426) (39)
Economic result 77 (5,492)
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INDEPENDENT AUDITOR’S REPORT AND SEPARATE FINANCIAL STATEMENTS
PREPARED IN ACCORDANCE WITH INTERNATIONAL FINANCIAL REPORTING

STANDARDS AS ADOPTED BY THE EUROPEAN UNION

Year ended

31 December 2015
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Building a better
working world

Ernst & Young Slovakia, spol. s r.o. Tel: +421 2 33339111
HodZovo ndmestie 14 Fax:+421 2 33339222
811 06 Bratislava ey.com

Slovenska republika

Independent Auditors’ Report

To the Shareholder of Zeleznigna spolognost Cargo Slovakia, a.s.:

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 2015 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 Financial 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

Our 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 true 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
controls. 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 for our audit opinion.
Opinion

In our opinion, the separate financial statements give a true and fair view of the financial position of
the Company as at 31 December 2015, and of its financial performance and its cash flows for the
year then ended in accordance with International Financial Reporting Standards as adopted by the
EU.

THIS IS A TRANSLATION OF THE ORIGINAL SLOVAK REPORT

Spolanost 2o skupiny Ernst & Young Global Limited
Ernst & Young Shovakla, spol. s no., I00: 35 B40 463, zapisand v Obchadnom registri Okresnéhs sddu Bratistava |, oodiet: Sro, vicdka Eislo; 27004/8 a v zozname audlloroy vedenom
Skvenshou komorcy duditerov pod £ 257,
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Emphasis of Matter

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

As set out in Note 2.1 to the financial statements, the Company reported total accumulated
losses of EUR 288,685 thousand. The future of the Company depends on the complete
implementation of measures directly linked to the revitalization program for the railways sector
passed by the Slovak government in 2013. This situation indicates the existence of a material
uncertainty that may cast significant doubt on the Company's ability to continue as a going
concem.

As set out in Note 22 to the financial statements, the Company recorded provisions of EUR
22,242 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.

As set out in Note 26 to the financial statements, the Company has significant related party
transactions and significant trading relationships with Zeleznice Slovenskej republiky and
Zelezniéna spolo&nost Slovensko, a.s., which are generally contracted on an annual basis.

14 April 2016
Bratislava, Slovak Republic

& 'l\\/o“"“o Q-r Z:‘

Emst & Young Slovakia, spol. s r.0. Ing. Peter Uram-Hriso
SKAU Licence No. 257 UDVA Licence No. 996

THIS IS A TRANSLATION OF THE ORIGINAL SLOVAK REPORT
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STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED 31 DECEMBER 2015

In thousands of EUR Note 31 December 2015 31 December 2014
Revenues
Transportation and related revenues 3 268,810 281,805
Other revenues 4 15,471 14,411
284,281 296,216
Costs and expenses
Consumables and services 5 (143,093) (128,936)
Staff costs 6 (88,978) (90,247)
Depreciation, amortisation and impairment of property, plant 12,13 (40,894) (65,682)
and equipment and intangible assets
Other operating revenues (expenses), net 7 (4,964) (7,576)
(277,929) (292,441)
Finance costs
Interest expense 8 (5,329) (9,874)
Other finance revenues (costs), net 9 480 646
(4,849) (9,228)
Income tax 11 (1,426) (39)
Profit (Loss) for the period 77 (5,492)
Other comprehensive income for the period - -
Total comprehensive income for the period 77 (5,492)

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 2016.
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STATEMENT OF FINANCIAL POSITION
AS AT 31 DECEMBER 2015

In thousands of EUR Note 31 December 2015 31 December 2014
ASSETS
Non-current assets
Property, plant and equipment 13 274,586 296,904
Intangible assets 12 10,130 10,140
Group loans 16, 26 10,298 -
Investment in joint venture 14 6,243 2,840
Investment in subsidiaries 14 28 10,030
Other non-current assets 10 4 -
301,289 319,914
Current assets
Inventories 15 7,484 7,209
Trade and other receivables 16 42,052 43,383
Cash and cash equivalents 17 3,370 305
52,906 50,897
Assets held for sale 25 - 180,429
52,906 231,326

TOTAL ASSETS 354,195 551,240

EQUITY AND LIABILITIES

Shareholder’s equity
Share capital 18 401,646 401,646
Legal reserve fund 18 26 26
Other funds 18 1,228 1,228
Accumulated losses 18 (288,685) (288,762)
Total equity 114,215 114,138
Non-current liabilities
Subordinated debt 19 - 97,720
Interest-bearing loans and borrowings 20 10,980 13,098
Employee benefits 21 14,797 14,993
Provisions 22 34,872 29,641
Trade and other payables 23 18,046 35,546
Finance lease liabilities 24 18,563 17,671
Other non-current liabilities 23 100 200
97,358 208,869
Current liabilities
Subordinated debt 19 - 19,500
Interest-bearing loans and borrowings 20 52,634 102,810
Employee benefits 21 869 852
Provisions 22 11,060 9,560
Trade and other payables 23 64,702 73,973
Tax liabilities 11 1,394 -
Finance lease liabilities 24 11,963 21,538
142,622 228,233
Liabilities directly associated with assets held for sale 25 - -
Total liabilities 239,980 437,102
TOTAL EQUITY AND LIABILITIES 354,195 551,240

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 2016.
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STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 31 DECEMBER 2015

In thousands of EUR Share Legal reserve Other Accumulated

capital fund funds losses Total
At 1 January 2014 401,646 - 1,228 (283,244) 119,630
Loss 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
Profit for the period - - - 7 7
Other comprehensive income - - - - -
Total comprehensive income - - - 7 7
At 31 December 2015 401,646 26 1,228 (288,685) 114,215

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 2016.




STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED 31 DECEMBER 2015

In thousands of EUR

Note

31 December

«
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31 December

2015 2014

Cash flows from operating activities
Profit / (Loss) before tax 1,503 (5,453)
Adjustments for:
Non-cash items
and cqcipment and inangioie aseets T Pt 12,13 40,893 65430
Gain on sale of property, plant and equipment (4,793) (693)
Gain on sale of Cargo Wagon's shares 14 (400) -
Allowance of receivables and inventories 15, 16 (589) (894)
Interest expense 8 5,329 9,874
Interest income and shares of profits (323) -
Movements in provisions and employee benefits 5,158 7,186
Other non-cash items 42 (1,061)

46,820 74,389
Working capital adjustments
Decrease in inventories 195 1,340
Decrease (increase) in trade and other receivables 1,446 5,529
Increase (decrease) in trade and other payables (14,190) 8,433
Cash flows from operating activities 34,271 89,691
Income tax paid 11 (32) (36)
Net cash flows from operating activities 34,239 89,655
Investing activities
Purchase of property, plant and equipment 12, 13 (18,541) (24,197)
Share capital contribution in subsidiaries 14 - (10,191)
Group loans 16 (10,000)
Proceeds from sale of Cargo Wagon's shares 14 7,000
Dividends received 25
Proceeds from sale of property, plant and equipment 185,173 1,079
Net cash flows from (used in) investing activities 163,657 (33,309)
Financing activities
Proceeds from loans and borrowings 20 - 9,975
Repayment of loans and borrowings 20 (20,030) (19,898)
Repayment of subordinated debt 19 (117,220) (19,500)
Interest paid (6,660) (9,558)
Interest received - -
Payments of finance lease liabilities 24 (8,683) (14,413)
Net cash flows used in financing activities (152,593) (53,394)
Net (decrease) increase in cash and cash equivalents 45,303 2,952
Cash and cash equivalents at 1 January 17 (85,450) (88,402)
Cash and cash equivalents at 31 December 17 (40,147) (85,450)

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 2016.
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NOTES TO THE SEPARATE FINANCIAL STATEMENTS

1. GENERAL INFORMATION
Information on Reporting entity

Zelezniéna  spoloénost  Cargo
Slovakia, a.s. (“ZSSK CARGO”
or “the Company”), a joint stock
company registered in the Slovak
Republic, was founded on 1
January 2005 as one of two suc-
cessor companies to Zelezniéna
spoloénost, a.s. (“ZS”). ZSSK
CARGO was incorporated with the
Commercial Register of the District
Court Bratislava I, Section Sa,
Insert No. 3496/B at the date of its
establishment, company ID 35 914
921, VAT No 20 219 200 65.

The Slovak Republic is the sole
shareholder of the Company
through the Ministry of Transport,
Construction and Regional
Development of the Slovak
Republic (“MTCRD”) with its regis-
tered office on Namestie slobody
6, 811 06 Bratislava. The Company
does not belong to any group
for consolidation purposes. The
Company is not an unlimited liabili-
ty partner in any other company.

The Company’s predecessor, ZS,
was founded on 1 January 2002
through the demerger of Zeleznice
Slovenskej Republiky (“ZSR”) and
assumed responsibility for the pro-
vision of freight and passenger rail
transport and traffic services with-
in Slovakia, while ZSR retained re-
sponsibility for the operation of the
traffic routes. ZS was dissolved
without liquidation effective 31
December 2004 and replaced, fol-
lowing a second demerger, by two
newly established successor com-

panies: Zeleznicnd  spoloénost
Slovensko, a.s. (“ZSSK”) for
passenger transportation and

24

traffic services and ZSSK CARGO
for freight transportation and traf-
fic services.

Principal activities

ZSSK CARGO’s main business
is the provision of freight trans-
portation and related services.
Additionally, the Company rents
properties and provides repair and
maintenance, cleaning and oth-
er support services to ZSSK and
other external customers. The
Company is organized and man-
aged as a single business unit and
is viewed as a single operating unit
by the Board 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 au-
thorized for issue by the Board of
Directors on 15 April 2016. The
General Meeting held on 12 June
2015 approved the Company’s fi-
nancial statements for the previ-
ous accounting period.

Thefinancial statements have been
prepared on the historical cost ba-
sis. These financial statements

constitute the statutory accounts
of ZSSK CARGO, prepared in ac-
cordance with Article 17a (6) of
Slovak Act No. 431/2002 Coll. on
Accounting for the accounting pe-
riod from 1 January 2015 to 31
December 2015.

The financial statements were pre-
pared using the going concern as-
sumption that the Company will
continue its operations for the
foreseeable future. The Company
reported a profit of EUR 77 thou-
sand for the year and total accu-
mulated loss of EUR 288,685
thousand.

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 meas-
ures compensate a late introduc-
tion 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 sub-
sidiaries in the sector of manage-
ment of wagons, intermodal trans-
port and repair and maintenance
of machines and wagons and sub-
sequently allow qualified and rep-
utable partners to enter into those
subsidiaries.

The Company established two sub-
sidiaries Cargo Wagon, a.s. and
ZSSK CARGO Intermodal, a.s. in
2013. 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. acquired 66% of
share capital of Cargo Wagon, a.s.
A shareholders agreement govern-
ing relations between both share-
holders AAE and ZSSK CARGO has
been also signed.

After an approval of the
Antimonopoly authorities, regis-
tering transfer of shares and the
fulfillment of other conditional
clauses the final transaction docu-
ments were signed in May 2015-
Agreement on transfer of mova-
ble 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 car-
riages) and Bank loan agree-
ment between financing banks
and Cargo Wagon, a.s used to fi-
nance the purchase of railway car-
riages. The whole transaction was
completed on 10 july 2015, when
ZSSK CARGO received a payment
for the sale of carriages in amount
of EUR 216.6 million (incl. VAT)
which was used to decrease the
Company’s debt. The Company
began to lease a significant part
of its freight wagons. Regarding
ZSSK Cargo Intermodal, a.s. the
Company has closed an interna-
tional tender without selecting
a qualified partner in 2015. The
Company will support activities of
intermodal transportation within
ZSSK CARGO.

The successful rail freight trans-
port consolidation, with the goal
being the achievement of bal-
anced results in the mid-term while
continuing to implement internal
measures, which should increase
the productivity and effectivity of
internal processes, considering the
decreasing transports and fiercer
competition will depend on addi-
tional supporting measures and a
new regulatory framework for rail

freight transporters and the fee set
for the usage of rail infrastructure
after the year 2016.

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
European Union (“IFRS”). IFRS
comprise standards and interpreta-
tions approved by the International
Accounting  Standards  Board
(“IASB”) and the International
Financial Reporting Interpretations
Committee (“IFRIC”).

At this time, due to the endorse-
ment process of the European
Union and the nature of the
Company’s activities, there is no
difference between the IFRS poli-
cies applied by the Company and
those adopted by the European
Union.

2.2 CHANGES IN ACCOUNTING
POLICIES AND
DISCLOSURES

The Company has adopted all
of the new and revised stand-
ards and interpretations issued
by the International Accounting
Standards Board (IASB) and the
International Financial Reporting
Interpretations Committee (IFRIC)
of the IASB that have been en-
dorsed for use in the EU and that
are relevant to its operations and
are effective for accounting periods
beginning on 1 January 2015. The
following standards, amendments
and improvements issued by the
IASB and adopted by the EU are
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effective for the current accounting
period:

B Amendments to IAS 19 Defined
Benefit Plans: Employee
Contributions - effective for fi-
nancial years beginning on or
after 1 July 2014 (for EU on or
after 1 February 2015)

B |FRIC 21 Levies - effective for
annual periods beginning on or
after 1 January 2014 (for EU on
or after 1 January 2015)

B Annual Improvements to IFRSs
2010-2012 - effective for fi-
nancial years beginning on or
after 1 July 2014 (for EU on or
after 1 February 2015)

B Annual Improvements to IFRSs
2011-2013 - effective for fi-
nancial years beginning on or
after 1 July 2014 (for EU on or
after 1 January 2015)

These amendments to the existing
standards did not have material im-
pact on the financial statements of
the Company.

The following standards, interpre-
tations and amendments to pub-
lished standards that have been
published are effective for ac-
counting periods starting on 1
January 2016 or later, and the
Company has not adopted them
early:

B |IFRS 9 - Financial Instruments
(issued in 2014) - effective for
financial years beginning on
or after 1 January 2018. The
Company is currently assessing
the impact of changes on its fi-
nancial statements

B |[FRS 14 Regulatory Deferral
Accounts - effective for finan-
cial years beginning on or after
1 January 2016
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B Amendments to IAS 16 and IAS
38: Clarification of Accountable
Methods of Depreciation and
Amortisation - effective for fi-
nancial years beginning on or
after 1 January 2016

B Amendments to IFRS 11:
Accounting for Acquisition of
Interests in Joint Operations -
effective for financial years be-
ginning on or after 1 January
2016

B |[FRS 15 Revenue from
Contracts with Customers - ef-
fective for financial years begin-
ning on or after 1 January 2018

B Amendments to IAS 27: Equity
Method in Separate Financial
Statements - effective for finan-
cial years beginning on or after
1 January 2016

B Amendments to IFRS 10, IFRS
12 and IAS 28: Investment
Entities: Applying the
Consolidation Exception - effec-
tive for financial years begin-
ning on or after 1 January 2016

B Annual Improvements to IFRSs
2012-2014 - effective for fi-
nancial years beginning on or
after 1 January 2016

B Amendments to IAS @ 1:
Disclosure Initiative - effective
for financial years beginning on
or after 1 January 2016

B Amendments to IFRS 10 and
IAS 28: Sale or Contribution of
Assets between an Investor and
its Associate or Joint Venture -
effective for financial years be-
ginning on or after 1 January
2016

If not otherwise stated, the

Company anticipates that the
adoption of these standards,
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amendments to the existing stand-
ards, and interpretations will not
have material impact on its finan-
cial statements.

2.3 SIGNIFICANT ACCOUNTING
JUDGEMENTS AND
ESTIMATES

Critical judgments in applying
accounting policies

In the process of applying account-
ing policies, management has made
certain judgments that have a sig-
nificant effect on the amounts rec-
ognized in the financial statements
(apart from those involving esti-
mates, which are dealt with below).
These are detailed in the respective
notes, however the most significant
judgments relate to the following;:

Environmental matters

Existing  regulations, especial-
ly environmental legislation, do
not specify the extent of remedia-
tion work required or the technolo-
gy to be applied in resolving envi-
ronmental damage. Management
uses the work of specialists, its
previous experience and its own in-
terpretations of the relevant regu-
lations in determining the need for
environmental provisions.

Lease arrangements

The Company has entered into a
number of lease arrangements by
which it gains the right to use spe-
cific assets, primarily railway wag-
ons, for extended periods of time.
The Company has determined that
under these arrangements it takes
on substantially all the risks and
rewards of ownership and so ac-
counts for these arrangements as
finance leases.

The Company has entered into oth-
er lease arrangements by which it

gains the right to use railway wag-
ons that are owned by other trans-
port networks for short-term peri-
ods. The Company has determined
that under these arrangements it
does not take on the significant
risks and rewards of ownership and
so accounts for these arrangements
as operating leases (these transac-
tions are disclosed 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 transac-
tions are disclosed in the financial
statements as “wagon rentals”).

Sources of estimate uncertainty

The preparation of financial state-
ments in conformity with IFRS
requires the use of estimates
and assumptions that affect the
amounts reported in the financial
statements and the notes there-
to. Although these estimates are
based on management’'s best
knowledge of current events, actu-
al results may differ from these es-
timates. These issues are detailed
in the respective notes, howev-
er, the most significant estimates
comprise the following:

Legal claims

The Company is party to a num-
ber of legal proceedings arising in
the ordinary course of business.
Management uses the work of spe-
cialists and its previous experience
of similar actions in making an as-
sessment of the most likely out-
come 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 li-
abilities using comparative pric-
es, analogies to previous simi-
lar work and other assumptions.
Furthermore, the timing of these
cash outflows reflects manage-
ment’s current assessment of pri-
orities, technical capabilities and
the urgency of such obligations.
The estimates made and the as-
sumptions upon which these es-
timates 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 as-
sets concerned or of the cash-gen-
erating 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
suitable discount rate in order to
calculate the present value of those
cash flows, while net selling price is
determined by reference to market
developments in Slovakia and oth-
er central European countries.

Actuarial estimates applied for
calculation of retirement benefit
obligations

The cost of defined benefit plans
is determined using actuarial val-
uations. The actuarial valuation in-
volves making assumptions about
discount rates, future salary in-
creases and mortality or fluctuation
rates. Due to the long-term nature

of these plans, such estimates are
subject to significant uncertainty.

Depreciable lives and residu-
al values of property, plant and
equipment

Management assigns deprecia-
ble lives and residual values to
items of property, plant and equip-
ment by reference to the organ-
isation’s latest strategic objec-
tives. Management determines at
each reporting date whether the
assumptions applied in making
such assignations 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 ref-
erence 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
Slovakia. Monetary assets and li-
abilities denominated in foreign
currencies are retranslated at
the functional currency rate of ex-
change ruling at the balance sheet
date. All differences 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
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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 cal-
culated on a straight-line basis
over the useful life of an asset (8-
50 years for buildings, 3-40 years
for machines, equipment and oth-
er assets). Land is not depreciat-
ed. An item of property, plant and
equipment is derecognised upon
disposal or when no future eco-
nomic benefits are expected from
its use or disposal. Any gain or
loss arising on derecognition of
the asset (calculated as the dif-
ference between the net disposal
proceeds and the carrying amount
of the asset) is recognized in prof-
it 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 car-
rying amount and fair value less
costs to sell. The Company meas-
ures an item of property, plant and
equipment that ceases to be clas-
sified as held for sale at the low-
er of:

a) its carrying amount before the
asset was classified as held for
sale, adjusted for any depre-
ciation and amortisation that
would have been recognised
had the asset not been classi-
fied as held for sale, and
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b) its recoverable amount at the
date of the subsequent deci-
sion not to sell.

The residual values, useful lives
and depreciation methods of prop-
erty, plant and equipment are re-
viewed and adjusted, if appropri-
ate, 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 differ-
ence between the net disposal pro-
ceeds and the carrying amount of
the asset) is recognized in prof-
it and loss in the year the asset
is derecognised. The residual val-
ues, useful lives and amortisation
methods of intangible assets are
reviewed and adjusted, if appropri-
ate, at each financial year end.

Impairment of non-financial
assets

The Company assesses at each re-
porting date whether there is an in-
dication that an asset may be im-
paired. If any such indication ex-
ists, the Company makes an es-
timate 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
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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 assess-
ing value in use, the estimated fu-
ture cash flows are discounted to
their present value using a pre-tax
discount rate that reflects current
market assessments of the time
value of money and the risks spe-
cific 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 re-
porting date as to whether there is
any indication that previously rec-
ognised impairment losses may
no longer exist or may have de-
creased. If such indication exists,
the Company makes an estimate
of recoverable amount. A previ-
ously recognised impairment loss
is reversed 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 carrying amount of the as-
set is increased 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 remain-
ing useful life.

Inventories

Inventories are measured at the low-
er of cost and net realisable value.
Cost includes the purchase price of
inventory and expenses related to
the acquisition of inventory (includ-
ing transportation costs, insurance
and customs duties) and are ac-
counted for using the weighted aver-
age method. Net realisable value is
the estimated selling price in the or-
dinary course of business, less the
estimated costs necessary to make
the sale. Allowances 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
losses).

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 as-
sets, or as derivatives designat-
ed as hedging instruments in an
effective hedge, as appropriate.
Financial assets are designated on
initial recognition. Financial assets
are recognized initially at fair val-
ue 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 through
profit or loss include financial assets
held for trading and financial 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 selling in the near
term. This category includes deriv-
ative financial instruments entered
into by the Company that do not
meet the hedge accounting criteria
as defined by IAS 39. Derivatives are
also classified as held for trading un-
less they are designated as effective
hedging instruments. Financial as-
sets at fair value through profit and
loss are carried in the balance sheet
at fair value with gains or losses rec-
ognized in the statement of compre-
hensive income.

The Company has not designat-
ed any financial assets at fair val-
ue through profit or loss in the cur-
rent 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 meas-
urement loans and receivables are
measured at amortized cost using
the effective interest rate meth-
od (EIR) less any impairment loss-
es. Amortised cost is calculated by
taking into account any discount or
premium on acquisition and fees

or costs that are an integral part of
the EIR. Gains and losses are rec-
ognized 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 determina-
ble payments, have fixed maturi-
ties and which the Company has
the positive intention and ability to
hold to maturity. After initial meas-
urement held-to-maturity invest-
ments are measured at amortized
cost. This cost is computed as the
amount initially recognized minus
principal repayments, plus or minus
cumulative amortization using the
effective interest rate method of
any difference between the initially
recognized amount and the matu-
rity amount, less allowance for im-
pairment. 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, transaction costs and
all other premiums and discounts.
Gains and losses are recognized in
the statement of comprehensive in-
come for the period when the in-
vestments are derecognized or im-
paired, as well as through the amor-
tization process.

As at 31 December 2015 and
2014, 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 as-
sets that are designated as availa-
ble-for-sale or are not classified in
any of the three preceding catego-
ries of financial assets. Subsequent
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to initial measurement, available
for sale financial assets are meas-
ured 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 ex-
isting market conditions and man-
agement intent to hold on to the in-
vestment in the foreseeable future.
In rare circumstances when these
conditions are no longer appro-
priate, the Company may choose
to reclassify these financial as-
sets to loans and receivables or
held-to-maturity investments when
this is in accordance with the appli-
cable IFRS.

Asat 31 December2015and 2014,
no financial assets have been des-
ignated as available-for-sale finan-
cial 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

Financial liabilities within the
scope of IAS 39 are classified as

financial liabilities at fair value
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through profit or loss, loans and
borrowings, or as derivatives des-
ignated as hedging instruments in
an effective hedge, as appropriate.
The Company determines the clas-
sification of its financial liabilities
at initial recognition.

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

The Company’s financial liabili-
ties include trade and other pay-
ables, bank overdrafts, loans and
borrowings.

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 trad-
ing and financial liabilities des-
ignated upon initial recognition
as at fair value through profit or
loss.

Financial liabilities are classified as
held for trading if they are acquired
for the purpose of sale in the near
future. This category includes de-
rivative financial instruments en-
tered into by the Company that do
not meet criteria of hedge account-
ing as defined by IAS 39. Gains 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
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Subsequent to initial recognition,
interest bearing loans and borrow-
ings are measured at amortised
cost using the effective interest
rate method.

Gains and losses are recognhised
in the statement of comprehen-
sive income when the liabilities are
derecognised as well as through
the amortisation process.

Trade and other payables

Trade and other payables are rec-
ognized and measured at amor-
tized 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 or-
ganised financial markets is deter-
mined by reference to quoted mar-
ket bid prices at the close of busi-
ness on the balance sheet date.
For financial instruments where
there is no active market, fair val-
ue is determined using valuation
techniques. Such techniques may
include using recent arm’s length
market transactions, reference to
the current fair value of another in-
strument 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 af-
ter the initial recognition of the as-
set (an incurred ‘loss event’) and
that loss event has an impact on
the estimated future cash flows of
the financial asset or the group of
financial assets that can be relia-
bly 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
bankruptcy or other financial reor-
ganisation and where observable
data indicate that there is a meas-
urable decrease in the estimated
future cash flows, such as changes
in arrears 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 equiv-
alents, trade and other accounts
receivable and payable and loans
and borrowings. The accounting
policies on recognition and meas-
urement of these items are dis-
closed in the respective account-
ing 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 in-
come as incurred. Distributions to
holders of financial instruments
classified as equity are charged
directly to equity. In case of com-
pound financial instruments the li-
ability 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 ba-
sis 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 finan-
cial liability is derecognized when
the obligation under the liability 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 curren-
cy fluctuations. Such derivative fi-
nancial instruments are initial-
ly recognized at fair value on the
date on which a derivative con-
tract is entered into and are sub-
sequently remeasured at fair val-
ue. Derivatives are carried as as-
sets when the fair value is positive
and as liabilities when the fair val-
ue is negative. Any gains or losses
arising from changes in the fair val-
ue of derivatives are taken direct-
ly to the statement of comprehen-
sive income as finance income or
costs.

The fair value of forward curren-
cy contracts is calculated by refer-
ence to current forward exchange
rates for contracts with similar ma-
turity 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 relat-
ed to the economic characteris-
tics of the host contract.

B A separate instrument with the
same terms as the embedded
derivative would meet the defi-
nition of a derivative.

B A hybrid (combined) instrument
is not measured at fair value
with changes in fair value re-
ported 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 prof-
it/loss for the period. For the pur-
pose of hedge accounting, hedges
are classified as:

B Fair value hedge,
B Cash flow hedge

At the inception of the hedge the
Company formally designates
and documents the hedging rela-
tionship to which it wishes to ap-
ply hedge accounting and the risk
management objective and strat-
egy for undertaking the hedge.
The documentation includes iden-
tification of the hedging instru-
ment, the hedged item or transac-
tion, the nature of the risk being
hedged and the method by which
the Company will assess the hedg-
ing instrument’s effectiveness in
offsetting the exposure to chang-
es in the hedged item’s fair val-
ue or cash flows attributable to
the hedged risk. Such hedge is
expected to be highly effective in
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achieving offsetting of changes in
fair value or cash flows attributa-
ble to the hedged risk and is as-
sessed on an ongoing basis to de-
termine that it has been highly ef-
fective throughout the financial re-
porting 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 por-
tion of such an asset, liability or
firm commitment, that is attributa-
ble to a particular risk and could af-
fect profit/loss for the period.

The gain or loss from remeasur-
ing 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 in-
strument) is recognized in profit/
loss for the period. The gain or loss
on the hedged item attributable to
the hedged risk adjusts the carry-
ing 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 availa-
ble-for-sale financial asset.

The adjustment to the carrying
amount of a hedged financial in-
strument for which the effective in-
terest method is used is amortized
to profit/loss for the period over the
remaining term to maturity of the
financial instrument. Amortization
may begin as soon as an adjust-
ment exists and shall begin no
later than when the hedged item
ceases to be adjusted for changes
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in fair value attributable 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 val-
ue hedge accounting if the hedg-
ing instrument expires, the hedg-
ing instrument is sold, terminated
or exercised, the hedge no longer
meets the criteria for hedge ac-
counting or the Company revokes
the designation.

Cash flow hedge

Cash flow hedge is a hedge of the
Company’s exposure to variabili-
ty in cash flows that is attributable
to a particular risk associated with
a recognized asset or liability or a
highly probable forecast transac-
tion 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 comprehen-
sive income. The ineffective por-
tion of the gain or loss on the hedg-
ing instrument is recognized in
profit/loss for the period.

If a hedge of a forecast transac-
tion subsequently results in the
recognition of a financial asset or
a financial liability, the associat-
ed gains or losses that were rec-
ognized in other comprehensive in-
come are reclassified from other
comprehensive income to profit/
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loss in the same period or periods
during which the asset acquired
or liability assumed affects prof-
it/loss for the period. If a hedge
of a forecast transaction subse-
quently results in the recognition
of a non-financial asset or a non-fi-
nancial liability, or a forecast trans-
action for non-financial asset or
non-financial liability becomes a
firm commitment for which fair val-
ue hedge accounting is applied,
the associated gains and losses
that were recognized in other com-
prehensive income are transferred
to the initial cost or other carrying
amount of the non-financial asset
or liability.

As at 31 December 2015 and
2014, no financial liabilities have
been designated as derivative fi-
nancial instruments.

Cash and cash equivalents

Cash and cash equivalents com-
prise cash at bank and in hand and
short-term deposits with an original
maturity of three months or less
and that are subject to an insignifi-
cant risk of change in value.

For the purposes of the cash flow
statement, cash and cash equiv-
alents 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 ben-
efit and unemployment schemes
at the statutory rates in force dur-
ing 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 obliga-
tion to contribute to these schemes
beyond the statutory rates in force.

Also, the Company operates un-
funded long-term defined bene-
fit programmes comprising lump-
sum post-employment, jubilee and
disability 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 estimat-
ed future cash outflows.

Actuarial gains and losses aris-
ing from experience adjustments
and changes in actuarial assump-
tions are charged or credited to the
statement of comprehensive in-
come when incurred. Amendments
to these long-term defined benefit
programmes are charged or credit-
ed to the statement of comprehen-
sive income over the average re-
maining service lives of the related
employees.

Termination payments

The employees of the Company are
eligible, immediately upon termina-
tion due to organizational chang-
es, for redundancy payments pur-
suant to the Slovak law and the
terms of the Collective Agreement
between the Company and its em-
ployees. The amount of such a lia-
bility is recorded as a provision in
the balance sheet when the work-
force reduction program is defined,
announced and the conditions for
its implementation are met.

Provisions

A provision is recoghized 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 econom-
ic benefits will be required to set-
tle the obligation, and a reliable es-
timate can be made of the amount
of the obligation. Provisions are re-
viewed at each balance sheet date
and adjusted to reflect the current
best estimate. The amount of the
provision is the present value of
the risk adjusted expenditures ex-
pected to be required to settle the
obligation, determined 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 dis-
count by the passage of time. This
increase is recognized as interest
expense.

Environmental matters

Liabilities for environmental costs
are recognized when environmen-
tal clean-ups are probable and the
associated costs can be reliably es-
timated. Generally, the timing of
these provisions coincides with the
commitment to a formal plan of ac-
tion or, if earlier, on divestment or
on closure of inactive sites. The
amount recognized is the best es-
timate 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 ful-
filment of the arrangement is de-
pendent on the use of a specific as-
set or assets and the arrangement
conveys a right to use the asset.

As Lessee

Finance leases, which transfer to
the Company substantially all the
risks and benefits incidental to own-
ership of the leased item, are capi-
talised at the inception of the lease
at the fair value of the leased prop-
erty or, if lower, at the present value
of the minimum lease payments.
Lease payments are apportioned
between the finance charges and
reduction of the lease liability so
as to achieve a constant rate of in-
terest on the remaining balance of
the liability. Finance charges are
charged directly against 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 rec-
ognised as an expense in the state-
ment 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 operat-
ing leases. Rental income is recog-
nised 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
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consideration received, excluding
discounts, rebates and sales taxes.

Revenue from transport and relat-
ed services and from repair and
maintenance and other such ser-
vices is recognized in the period
in which the services are provided,
net of discounts and deductions.

Borrowing costs

Borrowing costs directly attributa-
ble to the acquisition, construction
or production of a qualifying asset
are recognized as part of the cost
of a given asset. Other related ex-
penses are recoghized 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.

In line with Act No. 235/2012
Coll., on a Special Levy on
Business in Regulated Industries
and on the Amendment to and
Supplementation of Certain Acts,
the Company is obliged to pay a
monthly special levy effective from
September 2012. The levy rate is
4.356% per annum. This levy is
based on the profit before tax and
is presented as a part of the cur-
rent income tax pursuant to the
IFRS requirements.

Deferred income tax

Deferred income tax is provid-
ed using the liability method on
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temporary differences at the bal-
ance sheet date between the tax
bases of assets and liabilities and
their carrying amounts for financial
reporting purposes.

Deferred tax liabilities are recog-
nised for all taxable temporary
differences.

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 deduct-
ible temporary differences and the
carry-forward of unused tax cred-
its and unused tax losses can be
utilised.
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The carrying amount of deferred in-
come tax assets is reviewed at each
balance sheet date and reduced to
the extent that it is no longer prob-
able 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 reassessed
at each balance sheet date and are
recognised to the extent that it has
become probable that future taxa-
ble profit will allow the deferred tax
asset to be recovered.

Deferred income tax assets and li-
abilities 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 en-
acted 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 2015 31 December 2014
Inland transport:
Transport of goods 34,729 32,631
Wagon deposition 6,180 8,049
Haulage fees 1,252 1,158
42,161 41,838
International transport:
Import 92,383 98,633
Export 105,119 107,379
Transit 14,251 14,971
211,753 220,983
Other transport related revenues:
Usage of wagons under RIV, PGV and AVV regimes 6,996 9,597
Wagon rentals 2,067 3,381
Cross-border services 3,411 3,387
Other 2,422 2,619
14,896 18,984

268,810 281,805

4. OTHER REVENUES

In thousands of EUR 31 December 2015 31 December 2014
Repairs and maintenance 6,203 6,114
Operational performance 2,094 2,298
Property rentals 2,813 3,759
Other 4,361 2,240

15,471 14,411

Other revenues included revenues charged to ZSSK of EUR 6,104 thousand (2014: EUR 6,652 thousand) for
repair and maintenance, operational performance, property rental and other support services.
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5. CONSUMABLES AND SERVICES

In thousands of EUR 31 December 2015 31 December 2014
Traction electricity (29,028) (28,591)
Network fees (27,340) (26,679)
Wagon rentals (24,739) (10,667)
Traction crude oil (11,849) (13,972)
Materials (8,677) (9,278)
IT services and telecommunication charges (7,279) (7,508)
Third party transhipment services (5,599) (5,661)
Foreign segments (5,522) (3,796)
Other energy costs (4,972) (4,620)
Cross-border services (4,492) (3,882)
Repair and maintenance (3,407) (4,094)
Rentals (3,005) (3,242)
Advisory and consultancy fees (1,520) (595)
Security services (1,252) (1,587)
Travelling and entertainment (1,235) (1,244)
Cleaning of cars, property, waste disposal (500) (589)
Medical care (422) (365)
Training (301) (200)
Other (2,054) (2,366)

(143,093) (128,936)

Consumables and services include amounts charged by ZSR of EUR 63,706 thousand (2014: EUR 64,025 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 trac-
tion energy (refer to Note 26).

6. STAFF COSTS

In thousands of EUR 31 December 2015 31 December 2014
Wages and salaries (61,540) (61,799)
Social security costs (25,794) (27,794)
Employee benefits (Note 21) (2,625) (1,587)
Termination payments (Note 22) 981 933

(88,978) (90,247)

Employee numbers at 31 December 2015 were 6,027 (2014: 6,103), thereof five were members of manage-
ment (as members of the Board of Directors or directors of individual departments). Average employee numbers
at 31 December 2015 were 6,056 (2014: 6,210).

The average salary in 2015 amounted to EUR 896 (2014: EUR 858).

36



«

ZSSK CARGO

7. OTHER OPERATING REVENUES (EXPENSES), NET

In thousands of EUR 31 December 2015 31 December 2014
Reversal (creation) of provision for environmental matters, net (Note 22) 503 (10)
Profit on sale of property, plant, equipment and inventories (Note 25) 5,363 1,499
Provision for legal cases and other provisions (Note 22) (7,589) (6,445)
Allowance for doubtful debts (733) (207)
Insurance of assets (1,138) (1,085)
Other (1,370) (1,328)

(4,964) (7,576)

8. INTEREST EXPENSE

In thousands of EUR 31 December 2015 31 December 2014
Interest on loans and borrowings (2,025) (3,416)
Interest on subordinated debt (2,322) (4,499)
Interest charges on finance lease liabilities (1,011) (1,443)
Unwinding of discount on provisions and employee benefits 29 (516)

(5,329) (9,874)

9. OTHER FINANCE REVENUES (COSTS), NET

In thousands of EUR 31 December 2015 31 December 2014

Foreign exchange losses, net (96) (18)

Gains on sale of securities 400

Other revenues (costs), net 176 664
480 646

10. OTHER NON-CURRENT ASSETS

In thousands of EUR 31 December 2015 31 December 2014
Accrued costs 4
4
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11. INCOME TAX

The reported income tax represents special levy of EUR 1,394 thousand, a withholding tax paid abroad and in
the amount of EUR 29 thousand and tax license in the amount of EUR 3 thousand. (2014: EUR O thousand, EUR
36 thousand and EUR 3 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 2015 31 December 2014
Profit (Loss) before tax 1,503 (5,492)
Tax charge at statutory tax rate of 22% (2014: 22%) SSill (1,208)
Tax paid abroad and tax license (32) (39)
Forfeit tax loss carry forwards 555 25,114
Unrecognized deferred tax asset (incl. impact of change in tax rate ) (81) (23,877)
Non-deductible expenses (605) (29)
Special levy (1,394)

Total income tax (1,426) (39)

Deferred tax assets and liabilities at 31 December related to the following (for the year ended 31 December 2015
an income tax rate of 22% applicable in future accounting period was used, for the year ended 31 December
2014: 22%):

In thousands of EUR 31 December 2015 31 December 2014
Deferred tax assets
Tax loss carried forward 3,085 4,113
Provision for environmental matters 4,893 5,024
Provision for employee benefits 3,446 3,486
Allowance for trade and other receivables 899 925
Allowance for inventories 155 258
Provision for legal cases 3,660 3,418
Termination payments 216 182
Other overdue liabilities (over 36 months) 6,029 10,234
Other 7,287 2,851
29,670 30,491
Deferred tax liabilities
Accelerated depreciation for tax purposes (net of value adjustments) (3,480) (4,268)
Other (92) (45)
3,572 (4,313)
Valuation allowance (26,098) (26,178)

Net deferred tax assets (liabilities) -
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A valuation allowance of EUR 26,098 thousand (2014: EUR 26,178 thousand) has been recognised for temporary
deductible differences due to uncertainty as to the realization of tax benefits in future years. The Company will
continue 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.

Under Slovak tax legislation, the company lost tax losses from 2009 of EUR 114,153 EUR in the prior year.
Only the special levy on business in regulated industries due in 2016 is recognized as a tax liability. Other tax
liabilities as advances on employee income tax, property tax, etc. are reported under other liabilities in note 23.

12. INTANGIBLE ASSETS

Assets under

In thousands of EUR Software T Total
Acquisition cost

At 1 January 2015 30,070 475 30,545
Additions - 1,523 1,523
Transfers 1,771 (4,771) -
At 31 December 2015 31,841 227 32,068
Accumulated amortization

At 1 January 2015 (20,405) - (20,405)
Charge for the period (1,533) - (1,533)
At 31 December 2015 (21,938) - (21,938)
Net book value at 31 December 2015 9,903 227 10,130
In thousands of EUR Software Assets um_ier Total

construction

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
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13. PROPERTY, PLANT AND EQUIPMENT

Machines,
equipment,
other assets

Assets under
construction

Land and
buildings

In thousands of EUR

Acquisition cost

At 1 January 2015 77,561 462,432 4,414 544,407
Additions - - 17,018 17,018
Disposals (5,220) (9,262) (964) (15,346)
Transfers 318 14,786 (15,104)

At 31 December 2015 72,659 468,056 5,364 546,079
Accumulated depreciation

At 1 January 2015 (31,783) (215,186) (534) (247,503)
Additions (1,645) (24,950) - (26,595)
Disposals 5,220 7,093 - 12,313
Impairment loss (86) (9,622) - (9,708)
At 31 December 2015 (28,294) (242,665) (534) (271,493)
Net book value at 31 December 2015 44,365 225,391 4,830 274,586

Machines,
equipment,
other assets

Assets under
construction

Land and
buildings

In thousands of EUR

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
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Land and buildings consists of halls
used in the repair of locomotives
and wagons, depots, stores, work-
shops and administrative building,
Machines, equipment and other
assets include locomotives and
wagons, cranes, trucks, cars and
other vehicles, tools and equip-
ment used in repair and mainte-
nance, 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, respec-
tively, the net book value of an as-
set component at 31 December
2015.

The impairment test required by
IAS 36 was performed by man-
agement of the Company as at 31
December 2015. 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 less
cost to sell of an asset was deter-
mined as its selling price adjusted
for costs associated with the sale
of the asset. The value in use of
the asset was determined by dis-
counted cash flows method. The
Company as a whole is considered
as a single cash generating unit.
No impairment losses have been
identified based on the impairment
test when comparing the recover-
able amounts of the assets and
carrying values after considering

impairment losses of selected

assets.

The relevant cash flows were esti-
mated based on the 2016 business
plan updated to the latest available
information at the balance sheet
date and on forecasts of future pe-
riods based on best estimates us-
ing all available information. The
future cash flows were estimated
for the next 15 years which is an
average remaining useful life of the
cash generating unit's assets. The
cash flows include unavoidable in-
vestment expenditures required
to maintain the ability of the cash
generating unit to generate rev-
enues and proceeds from scrap
value at the end of the useful life.
Discount rate of 5.90% used in the
calculation was determined based
on interest rates for incremental
financing of fixed assets purchas-
es by the Company as at the day
of preparation of a financial state-
ments and was adjusted for factors
of time, risk and liquidity.

As a result of the procedures de-
scribed above, the Company has
increased an impairment loss by
EUR 9,708 thousand due to a low-
er usage of assets and a decrease
of cash inflows mainly from a trans-
port revenues’ decrease in 2015
and expected utilization of assets
and expected transported volumes
(mainly in diesel traction) in the
next period .

Property, plant and equipment in-
clude locomotives acquired by
means of finance lease with a total
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acquisition value of EUR 21,217
thousand (net book value EUR
14,794 thousand), wagons with
an aggregate acquisition value of
EUR 111,724 thousand (net book
value EUR 79,311 thousand) and
computing technology with a to-
tal 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 2,219 thou-
sand at 31 December 2014) and
with a net book value of EUR 2,015
thousand (EUR 2,034 thousand at
31 December 2014) is registered
by the State as protected for cultur-
al purposes.

Since 1 January 2014 the
Company’s property, plant and
equipment and inventories have
not been insured. Motor vehicles
have third party and accident in-
surance cover, the cost of which is
immaterial. Before 2014 Property,
plant, equipment and inventories
were insured against (i) natural dis-
aster, (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

assets as held for sale as at 31
December 2014 (Note 25).
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14. 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 share-
holder, the management of the Company decided to consider this investment as a joint venture.

The Company has 34% share in Cargo Wagon, a.s. This investment is presented as affiliated company based on
the agreed conditions of shareholder agreement.

Details of the Company’s joint venture, affiliated company and subsidiary at 31 December 2015 are as follows:

Carrying
Registration Ownership amount Profit/Loss

Corporate name country 2015 of investment 2015

2015

Investment in joint ventures

BULK TRANSSHIPMENT SLOVAKIA, a.s Slovak Republic 40% 2,829.5 18,635 2,698
Cargo Wagon, a.s. Slovak Republic 34% 3,402.5 3,844 (4,095)
Total investment in joint ventures 6,232

Investments in subsidiaries
ZSSK CARGO Intermodal, a.s. Slovak Republic 100% 27 26

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

Carrying
Registration Ownership amount Profit/Loss

Corporate name country 2014 of investment 2014

2014

Investment in joint ventures
BULK TRANSSHIPMENT SLOVAKIA, a. s. Slovak Republic 40% 2,840 15,891 1,683

Investments in subsidiaries

Cargo Wagon, a.s. Slovak Republic 100% 10003 10,030 29
ZSSK CARGO Intermodal, a.s. Slovak Republic 100% 27 26 (1)
Total investment in subsidiaries 10,030

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.

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. acquired 66%
of share capital of Cargo Wagon, a.s. and the transaction was completed after the approval of Antimonopoly au-
thorities in May 2015.

As of 31 December 2015 Cargo Intermodal, a.s. is dormant with no operation.
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15. INVENTORIES

At lower of cost

At lower of cost

In thousands of EUR or net realizable Atztgﬁ or net realizable
value 2015 value 2014

Machine and metal-working materials 3,068 2,814 3,078 2,556
Electrical materials 3,027 2,594 3,290 2,665
Diesel fuel 683 683 1,036 1,036
Chemicals and rubber 950 938 605 585
Protective tools 262 261 255 254
Other 198 194 119 113
8,188 7,484 8,383 7,209

The Company expects to use up stocks amounted to EUR 24,608 thousand (2014: EUR 27,193 thousand) in a
period of more than twelve months after the date of creation these financial statements.

16. TRADE AND OTHER RECEIVABLES

In thousands of EUR 31 December 2015 31 December 2014
Domestic trade receivables 24,637 28,079
Foreign trade receivables 13,753 13,252
VAT receivables 4,490 3,227
Other receivables 3,257 3,029
Allowance for impaired trade and other receivables (4,085) (4,204)

42,052 43,383

At 31 December 2015 overdue receivables amounted to EUR 6,020 thousand (EUR 7,340 thousand at 31
December 2014).

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

For details of related party receivables, refer to Note 26.

The Company reported a long-term group loan in amount of 10,000 EUR to the affiliated company Cargo Wagon,
a.s. This loan is subordinate to long-term bank loans used for the purchase of freight wagons by the affiliate. Loan
repayments and interest at 6% per annum subject to compliance with bank covenants under the terms of pari
pass to the majority shareholder.

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

Neither past due nor Past due but not impaired
impaired <90 days 90-180days 180 - 270days 270-365days > 365 days
2015 42,052 41,181 871 - - - -
2014 43,383 41,163 1,920 - - - -
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17. 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 2015 31 December 2014
Cash at banks and on hand and cash equivalents 3,370 305
Bank overdrafts (43,517) (85,755)

(40,147) (85,450)

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 2015 31 December 2014

In thousands of EUR Overdraft limit Drawn down Overdraft limit Drawn down
Citibank Europe plc, pobo€. zahr. banky. 20,000 10,053 20,000 19,483
ING Bank N.V., pobocka z.b. 20,000 9,604
VSeobecna Gverova banka, a.s. 15,000 7,235 23,500 22,967
Tatra banka, a.s. 15,000 7,144 20,870 12,947
Slovenska sporitelna, a.s. 10,000 4,946 20,000 17,876
Ceskoslovenska obchodna banka, a.s. 10,000 4,535
UniCredit Bank Slovakia a.s. 17,593 12,482

90,000 43,517 101,963 85,755

Cash and cash equivalents as at 31 December 2015, include EUR 3,326 thousand that is restricted
(31 December 2014: EUR O thousand).

18. 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 predecessor, 7S, and
comprises 121 registered ordinary
shares, each with a nominal val-
ue of EUR 3,319,391.8874. All of
these shares are issued and fully
paid.
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Legal reserve fund

On the Company’s incorporation,
in accordance with Slovak legisla-
tion, a legal reserve fund was es-
tablished at 10% of the Company’s
registered capital, again through an
in-kind contribution. Slovak legisla-
tion requires that the legal reserve
fund will be increased by amounts
of at least equal to 10% of annual
net profit up to an amount equal to
20% of the Company’s registered

capital. Under the Company’s
Articles of Association, the legal re-
serve fund is not available for dis-
tribution 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
utilized to cover the losses of the
Company.



Other funds

Other funds represent the differ-
ence between the value of the as-
sets and liabilities contributed by
the State on the Company’s incor-
poration and through an addition-
al capital contribution made on 2
November 2005 and that of the
Company’s registered capital and
legal reserve fund, adjusted by an
amount of EUR 4,216 thousand to

restate an error in the initial valu-
ation of the assets contributed by
the State identified in 2006.

During 2008 the Company re-
ceived an additional capital con-
tribution of EUR 12,149 thousand
from MTCRD, this being a pre-
viously unpaid part of the initial
equity contribution made on the
Company’s incorporation. In addi-
tion, the Company was awarded

19. SUBORDINATED DEBT

Subordinated debt of original
amount EUR 165,970 thousand
represented funding from the
Ministry of Finance, approved by
the Government on 4 March 2009

and received on 6 April 2009, to
support the Company’s operations.
The Company paid the balance of li-
ability from subordinated debt pre-
maturely on 23 November 2015
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penalty interest of EUR 8,830 thou-
sand to compensate for the late
payment of this contribution.

Settlement of loss from previous
accounting period

The settlement of the 2014 stat-
utory result was approved by the
Company’s General Meeting on 12
June 2015 and was booked to ac-
cumulated losses.

with a closing balance of EUR O
as at 31 December (EUR 117,220
thousand at 31 December 2014).

20. INTEREST-BEARING LOANS AND BORROWINGS

In thousands of EUR Maturity date 31 December 2015 31 December 2014
Long-term loans

Secured

ING Bank N.V. 31 July 2019 13,098 15,153
Total 13,098 15,153
Short-term portion of loans 2,118 2,055
Long-term portion of loans 10,980 13,098
Short-term loans

Secured

Privatbanka, a.s. 8 June 2016 7,000 10,000
Ceskoslovenska obchodna banka, a.s. 24 November 2015 5,000
Short-term loans 7,000 15,000
Short-term portion of loans (see above) 2,118 2,055
Overdrafts (Note 17) 43,517 85,755
Short-term portion of loans 52,635 102,810
Total 63,615 115,908

All loans are denominated in EUR, if not stated otherwise.
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All loans presented in the table
above are secured by promissory
notes with a value of EUR 50,517
thousand (EUR 95,443 thousand
at 31 December 2014), and with
a nominal value of EUR 112,200
thousand (EUR 118,060 thousand
as of 31 December 2014) except
forthe loan from ING Bank N.V. The
long-term loan from ING Bank N.V.
is secured by a lien on 250 wagons
“Shimmns”.

Under the terms of a loan agree-
ment the Company is required to
meet a financial debt ratio cov-
enant. The covenant is derived
from the Company’s management

accounts. At 31 December 2015
the Company did not comply with
the covenant for a loan in the
amount of EUR 7,235 thousand
(EUR 22,967 thousand as of 31
December 2014). The Company re-
ceived a waiver from the bank on
26 October 2015 confirming the
fact that earlier repayment of an
overdraft would not be requested.

The fair value of interest-bearing
loans and borrowings amounts
to EUR 63,615 thousand (EUR
115,908 thousand at 31 December
2014).

All interest-bearing loans and bor-
rowings bear floating interest which

range from 0.950% to 2.700%
(2.023% to 3.224% in 2014) ex-
cept for the fixed interest loan from
Privatbanka, a.s.

A loan from Cargo Wagon, a.s. in
the amount of EUR 9,975 thou-
sand. EUR was presented as a
group loan as at 31 December
2014. The loan was paid during
2015 and is presented in other lia-
bilities (Note 23).

21. EMPLOYEE BENEFITS

Inthousands of EUR " bonefits s “bonefits

At 1 January 2015 12,420 3,410 15 15,845
Current service cost 468 123 591
Interest expense 298 82 380
Actuarial gains and losses 189 25 (2) 212
Utilization of benefits (905) (451) (6) (1,362)
At 31 December 2015 12,470 3,189 7 15,666
Current 31 December 2015 496 369 4 869
Non-current 31 December 2015 11,974 2,820 3 14,797
At 31 December 2015 12,470 3,189 7 15,666

Inthousands of EUR " bonefits s “bonefits

At 1 January 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
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The principal actuarial assumptions used were as follows:
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2015 2014

Discount rate (% p.a.)

Future salary increases (%)
Mortality probability (male) (%)
Mortality probability (female) (%)

2.40
2.50
0.04 - 2.26
0.02 - 0.88

2.40
2.0

0.04 - 2.26
0.02 - 0.88

Sensitivity analysis

A sensitivity analysis of the provision to changes in significant assumptions is shown in the table below:

Discount rate

31 December
2015

Net liability from employee benefits 15,666 (1,241)

In thousands of EUR +1.00%

Discount rate

31 December
2014

Net liability from employee benefits 15,845 (1,302)

In thousands of EUR +1.00%

Average income

+1.00%

321

Average income
+1.00%

306

Mortality
-10.00%

150

Mortality
-10.00%

157

a7
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22. PROVISIONS

In thousands of EUR Environmental Legal Terminations Other Total
At 1 January 2015 22,838 15,535 828 - 39,201
Additions - 1,107 981 6,482 8,570
Interest costs - - - (409) (409)
Reversals (503) - - - (503)
Utilization (93) (6) (828) - (927)
At 31 December 2015 22,242 16,636 981 6,073 45,932
Current 31 December 2015 8,999 - 981 1,080 11,060
Non-current 31 December 2015 13,243 16,636 - 4,993 34,872
At 31 December 2015 22,242 16,636 981 6,073 45,932
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) (1,200) (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

Environmental matters

In 2015, the Company updated its
analysis of potential breaches of
environmental regulations at its
various sites, with the support of an
environment specialist, Centrum
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.o0., the
Company has estimated that costs

of EUR 22,242 thousand (EUR
22,838 thousand at 31 December
2014) are required to remedy the
significant environmental issues
relating to water, oil and fuel man-
agement identified in the past.

Their exact estimates are not nec-
essarily accurate due to several un-
certainties involving continuous de-
velopment of laws and regulatory
requirements in the areas of envi-
ronment and methods, timing and
extent of corrective actions which

could have a potentially significant
impact on the economic results of
the company in future periods.
Expenditures will incur in 2016 -
2018. 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 signif-
icant one is REFIN B.A., Ltd. in the
amount of EUR 8,252 thousand.




23. TRADE AND OTHER PAYABLES,
AND OTHER NON-CURRENT LIABILITIES
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In thousands of EUR 31 December 2015 31 December 2014
Domestic trade payables 62,729 76,686
Foreign trade payables 7,190 7,213
Payables due to employees 5,907 6,526
Payables due to social institutions 51508 3,721
Other payables 3,419 15,373

82,748 109,519

At 31 December 2015 overdue trade payables amounted to EUR 1,103 thousand (EUR 1,194 thousand at 31
December 2014). For details of related party payables, refer to Note 26 and 19.

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

od are shown in the table below:

In thousands of EUR 31 December 2015 31 December 2014
At 1 January 200 155
Additions 610 602
Utilization (710) (557)
At 31 December 100 200

24. COMMITMENTS AND CONTINGENCIES

Finance lease commitments

At 31 December 2015 the
Company has finance lease com-
mitments relating to the acquisi-
tion of 1,104 wagons, 12 powered
vehicles and hardware equipment

(1,104 wagons and 12 powered ve-
hicles at 31 December 2014).

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
leases, together with the present
value of net minimum lease pay-
ments are as follows:

31 December 2015 31 December 2014

In thousands of EUR Minimum Present value of Minimum Present value

lease payments payments lease payments of payments
Within one year 12,708 11,963 22,597 21,538
After one year but not more than five years 19,134 18,563 17,390 16,098
More than five years - - 1,577 1,573
Total minimum lease payments 31,842 30,526 41,564 39,209
Less: future finance charges (1,316) (2,355) -
Present value of minimum lease payments 30,526 30,526 39,209 39,209
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Operating lease commitments

At 31 December 2015 the Company has operating lease for a fixed period including mainly wagons, motor

vehicles and other equipment.

In thousands of EUR 31 December 2015 31 December 2014
Operating lease of wagons 24,710 9,606
Operating lease of motor vehicles 427 406
Operating lease of other equipment 160 85

25,297 10,097

Future minimum lease payments under operate leases, together with the present value of net minimum lease

payments are as follows:

In thousands of EUR 31 December 2015 31 December 2014
Within one year 40,973 25,298
After one year but not more than five years 190,383 193,451
More than five years 48,886 86,791

280,242 305,540

Investing commitments

The Company’s investment expenditure for the period from 1 January 2016 to 31 December 2016 (1 January
2015 to 31 December 2015) is as follows:

In thousands of EUR 31 December 2015 31 December 2014
Land and buildings 19 656
Machines, equipment and other assets 402 1,395
Intangible assets 26
421 2,077

Expenditures of EUR 421 thou- | District Court Bratislava Il an- | CD CARGO, a.s. succeeding in this

sand (EUR 2,077 thousand at 31
December 2014) 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 interna-
tional transportation during the pe-
riod from 24 May 2007 to 3 May
2008.

)]
o

nounced judgment on 26
November 2014 in which rejected
the charge in its entirety. CD Cargo
appealed to a higher court. Under
Slovak legislation, trade practic-
es of neighbouring countries and
international agreements, the us-
age of wagons for internation-
al transportation is not deemed
to be a rental arrangement and
is, therefore, exempt from VAT.
Consequently, supported by their
legal advisors, management has
concluded that the probability of

legal action against the Company
is remote and therefore no provi-
sion has been recorded in these fi-
nancial statements.

The Company reports an adminis-
trative procedure conducted by the
Antimonopoly Office of the Slovak
Republic regarding a possible mis-
use of the dominant position in
2005-2010 on the market of sale
and rental of electric locomotives
capable of operation in the Slovak
Republic and on the market of fuel



stations. The Antimonopoly Office
charged a penalty of EUR 10,254
thousand. The company had ap-
pealed the penalty on 6 September
2013.

The appeal was subsequently com-
plemented on 6 December 2013.

The Board of the Antimonopoly
Office of the Slovak Republic
has confirmed the penalty on 5
November 2014. The Company
filed an appeal to the District Court
in Bratislava against the ruling of
the Antimonopoly Office. The Court
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has not made any judgment yet.
The Company’s management has
some arguments which may result
in cancellation of the Antimonopoly
ruling. It is concluded that the re-
sult of this lawsuit is uncertain.

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

Machines,
Inthousands of EUR buldngs  couement, o
At 1 January 2015 180,429 180,429
Disposals (180,429) (180,429)
At 31 December 2015

Machines,
Inthousands of EUR buldngs  couement, o
At 1 January 2014
Transfers - Assets held for sale 180,429 180,429
At 31 December 2014 180,429 180,429

The Company signed a sale and
purchase of shares contract with
AAE Wagon a.s. (member of VTG/
AAE Group), the winner of the in-
ternational tender on 5 March
2015. According to the contract
AAE Wagon a.s. acquired 66%
of share capital of Cargo Wagon,
a.s. A shareholders agreement
governing  relations between

both shareholders AAE and ZSSK
CARGO was also signed. After an
approval of the Antimonopoly au-
thorities, registering transfer of
shares and the fulfillment of other
conditional clauses the final trans-
action documents were signed -
Agreement on transfer of movable
assets for consideration and sub-
sequent 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 was used to finance the
purchase of railway carriages. The
Company finalized the deal on 10
July 2015.
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26. RELATED PARTY DISCLOSURES

Related parties of the Company comprise of all companies under same 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 2015 and 2014:

In thousands of EUR

Related party

ZSR

ZSSK

Ministry of Finance

Slovensky plynarensky priemysel
Cargo Wagon, a.s.

BTS (joint venture)

Other related parties

In thousands of EUR

Related party

ZSR

ZSSK

Ministry of Finance

Slovensky plynarensky priemysel
Cargo Wagon, a.s.

BTS (joint venture)

Other related parties

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 of transport services,
while sales to ZSSK include gains
on sale of property, plant, equip-
ment, the repair of passenger wag-
ons and track vehicles and the sale
of diesel.
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31 December 2015
Sales Purchases Amounts owed Amounts
to related from related by related owed to related
parties parties parties parties
734 63,706 95 40,132
13,434 3,924 1,963 501
90 - - -
256 8
180,900 16,736 10,312 3,482
3,317 5,871 137 1,446
314 607 18 2

31 December 2014
Sales Purchases Amounts owed Amounts
to related from related by related owed to related
parties parties parties parties
938 64,025 201 55,632
13,338 4,169 2,027 580
4,499 - 117,220
225 28
41 10,016
636 5,981 67 1,229
365 586 56 6

Statutory and supervisory bodies

Members of the Company’s statu-
tory and supervisory bodies as reg-
istered in the Commercial Register
at the District Court Bratislava | at
31 December 2015 are as follows:

Board of Directors:

Ing. Vladimir  Luptak,
(since 26 April 2012)

Ing. Jaroslav DaniSka vice-chair-
man (since 26 April 2012)

chairman

Ing. Peter Fejfar (since 26 April
2012)

Supervisory Board:

Ing. Martin Catlo$, chairman (since
15 August 2012)

Ing. Radovan Majersky, PhD. (since
15 August 2012)

Ing. Pavol Gabor (since 15 August
2012)

Ing. Stefan Hlinka (since 15 August
2012)



Ing. Bartolomej Kun (since 1
January 2015)
Mgr. Zita Ver&ikova (since 1 January

2015)
Bc. Anton Andel, ¢len dozornej rady
(till 31 December 2014)
Jan Balaz, ¢len dozornej rady (till
31 December 2014)

Emoluments of the members of the
Board of Directors and Supervisory
Board

The Board of Directors’ total re-
muneration approximated EUR 29
thousand (EUR 29 thousand in
2014). The total remuneration of

27. FINANCIAL RISK MANAGEMENT

The Company’s principal finan-
cial liabilities comprise of inter-
est-bearing loans and borrowings,
overdrafts and trade payables.
The main purpose of these finan-
cial liabilities is to raise financing
for the Company’s operations. The
Company has various financial as-
sets such as trade and other re-
ceivables and short-term depos-
its, 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

are interest rate risk, liquidity
risk and credit risk. The Board of
Directors reviewed and agreed pol-
icies for managing each of these
risks which are summarised below.

Interest rate risk

The Company’s exposure to the
risk of changes in market inter-
est rates relates to the Company’s
long-term and shortterm borrow-
ings and overdrafts with floating
interest rates. The Company has
a broad portfolio of borrowings
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members of the Supervisory Board
amounted to EUR 15 thousand
(EUR 9 thousand in 2014).

Loans granted

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

bearing a range of fixed and float-
ing 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 variables held
constant. There is no impact on the
Company’s equity.

31 December 2015 31 December 2014
(652) (453)
161 166

The Company’s policy is to maintain sufficient cash and cash equivalents or have available funding through
an adequate number of credit facilities to cover the liquidity risk in accordance with its financing strategy. The
amounts available in the form of credit facilities as at 31 December 2015 and 2014 consist of the following;:

In thousands of EUR 31 December 2015 31 December 2014
Long-term loan facilities available

Short-term loan facilities available 49,577 10,295
Total loan facilities available 49,577 10,295
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As at 31 December 2015 the Company did not have any banks guarantees (EUR O thousand at 31 December
2014).

The table below summarises the maturity profile of the Company’s financial liabilities at 31 December 2015
based on contractual undiscounted payments.

In thousands of EUR On demand Iée;sotnlmlg 1;’?:;;;2 Frosn;l ;trg 5 yg‘anrasr Total

Subordinated debt - - - -

Long-term loans - - - 10,980 - 10,980

Trade and other payables 1,103 47,490 17,503 18,046 - 84,142

Obligations under finance leases - 258 11,705 18,563 - 30,526

Short-term loans - - 38,085 14,549 - 52,634
1,103 47,748 67,293 62,138 - 178,282

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

In thousands of EUR On demand Iée;sotnlmlg 1;’?:;;;2 Frosn;l ;trg 5 yg‘anrasr 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

Credit risk

The Company provides a variety of
customers with products and ser-
vices, none of whom, based on vol-
ume 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 56% of transport and
related revenues (55% in 2014),
but management is confident,
based on historic experience, pro-
jections for the future and con-
tracts in place, that the Company
is not overly exposed to credit risk
in respect of these three custom-
ers. The Company’s procedure is
to ensure that sales are made to

54

customers with appropriate credit
histories and that acceptable cred-
it limits are not exceeded.

The value of financial assets, rec-
ognised in the balance sheet re-
duced by impairment losses re-
flects the Company’s maximum
exposure to credit risk.

Capital management

The primary objective of the
Company’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 capi-
tal structure, and makes adjust-
ments to it, in light of changes in

economic conditions. No changes
were made in the objectives, poli-
cies or processes during the years
ended 31 December 2015 and 31
December 2014.

The Company monitors indebted-
ness using a debt to equity ratio,
by which debt consists of external
interest-bearing loans and borrow-
ings and excludes subordinated
debt provided by related parties
and finance lease obligations, di-
vided by total equity. In 2015 the
ratio has improved in comparison
with the previous period.
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In thousands of EUR 31 December 2015 31 December 2014

Long-term debt, net of current portion (excluding subordinated debt and
finance lease obligations) 10,980 13,098

Short-term debt, including current portion of long-term debt (excluding finance

lease obligations) Bl L2
Debt 63,614 115,908
Equity 114,215 114,138
Debt to equity ratio (%) 56% 102%

28. EVENTS AFTER THE BALANCED SHEET DATE

No events occurred subsequent to 31 December 2015 that might have a material effect on the fair presentation
of the matters disclosed in these financial statements.

Approved by Ing. Vladimir Luptak and Ing. Peter Fejfar on behalf of the Board of Directors on 15 April 2016.
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INDEPENDENT AUDITOR’S REPORT AND CONSOLIDATED FINANCIAL
STATEMENTS PREPARED IN ACCORDANCE WITH INTERNATIONAL FINANCIAL

REPORTING STANDARDS AS ADOPTED BY THE EUROPEAN UNION

Year ended
31 December 2015
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Ernst & Young Slovakia, spol. s r.o. Tel: +421 2 33339111
HodZovo namestie 1A Fax: +421 2 33339222
811 06 Bratislava ey.com
Sl ka blika

Building a better ovenska republl

working world

Independent Auditors’ Report

To the Shareholder of Zelezniéna spoloénost Cargo Slovakia, a.s.:

We have audited the accompanying consolidated financial statements of Zelezni&na spolognost
Cargo Slovakia, a.s. and its joint venture (‘the Group'), which consist of the consolidated statement
of financial position as at 31 December 2015 and the consolidated 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 consolidated financial
statements that give a true and fair view in accordance with International Financial Reporting
Standards as adopted by the EU, and for such internal controls as management determines are
necessary to enable the preparation of consolidated financial statements that are free from material
misstatement, whether due to fraud or error.

Auditors’ Responsibility

Our responsibility is to express an opinion on these consolidated 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 consolidated financial statements are free from
material misstatement.

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

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

In our opinion, the consolidated financial statements give a true and fair view of the financial
position of the Group as at 31 December 2015, and of its financial performance and its cash flows
for the year then ended in accordance with International Financial Reporting Standards as adopted
by the EU.

THIS IS A TRANSLATION OF THE ORIGINAL SLOVAK REPORT

Spolodnost 1o skuplny Ernst B Young Global Limited
Ernst & Young Slovakia, spol. s r.o., IE0: 35 840 463, zapisand v Obchodnom registrl Dkresného sudu Bratislava |, oddiel: Sro, viokka tislo: 27004/8 a v zozname audilory vedenom
Slovenshou komorou auditorov pod £. 257,
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Emphasis of Matter

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

iii.

As set out in Note 2.1 to the consolidated financial statements, the Group reported total
accumulated losses of EUR 285,455 thousand. The future of the Group depends on the
complete implementation of measures directly linked to the revitalization program for the
railways sector passed by the Slovak government in 2013. This situation indicates the
existence of a material uncertainty which may cast significant doubt on the Group's ability to
continue as a going concern.

As set out in Note 22 to the consolidated financial statements, the Group recorded provisions
of EUR 22,242 thousand for potential environmental remediation. Estimates of the future costs
relating to environmental remediation are not necessarily accurate due to uncertainties
involving 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 Group's financial results in future
accounting periods.
As set out in Note 26 to the consolidated financial statements, the Group has significant related
arty transactions and significant trading relationships with Zeleznice Slovenskej republiky and
lezni&na spolo&nost Slovensko, a.s., which are generally contracted on an annual basis.

14 April 2016
Bratislava, Slovak Republic

C-}L ?\\r"-ﬂll— 4-/?_“‘—

Emst & Young Slovakia, spol. s r.o. Ing. Peter Uram-Hriso
SKAU Licence No. 257 UDVA Licence No. 996

THIS IS A TRANSLATION OF THE ORIGINAL SLOVAK REPORT
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CONSOLIDATED STATEMENT OF COMPREHENSIVE
INCOME FOR THE YEAR ENDED 31 DECEMBER 2015

In thousands of EUR Note 31 December 2015 31 December 2014
Revenues
Transportation and related revenues 3 268,810 281,805
Other revenues 4 15,471 14,411
284,281 296,216
Costs and expenses
Consumables and services 5 (143,093) (128,941)
Staff costs 6 (88,978) (90,247)
Depreciation, amortisation and impairment of property, plant and 12,13 (40,894) (65,682)
equipment and intangible assets
Other operating revenues (expenses), net 7 (4,964) (7,576)
(277,929) (292,446)
Finance costs
Interest expense 8 (5,329) (9,833)
Other finance revenues (costs), net 9 480 646
Share of the profit of the joint venture and affiliated company 14 (313) 673
(5,162) (8,514)
Income tax 11 (1,426) (47)
Profit (Loss) for the period (236) (4,791)
Other comprehensive income for the period - -
Total comprehensive income for the period (236) (4,791)
The accounting policies and notes form an integral part of the financial statements.
Profit attributable to:
Shareholder of the Company (236) (4,791)

Non-controlling interest of other owners of subsidiaries

Approved by Ing. Vladimir Luptak and Ing. Peter Fejfar on behalf of the Board of Directors on 15 April 2016.
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION
AS AT 31 DECEMBER 2015

In thousands of EUR Note 31 December 2015 31 December 2014
ASSETS
Non-current assets
Property, plant and equipment 13 274,586 296,904
Intangible assets 12 10,130 10,140
Group loans 16, 26 10,298 -
Investment in joint venture 14 9,475 6,356
Other non-current assets 10 4 -
304,493 313,400
Current assets
Inventories 15 7,484 7,209
Trade and other receivables 16 42,052 43,385
Cash and cash equivalents 17 3,395 351
52,931 50,945
Assets held for sale 25 - 180,429
52,931 231,374

TOTAL ASSETS 357,424 544,774
EQUITY AND LIABILITIES

Shareholder’s equity
Share capital 18 401,646 401,646
Legal reserve fund 18 26 26
Other funds 18 1,228 1,228
Accumulated losses 18 (285,455) (285,219)
Total equity 117,445 117,681
Non-current liabilities
Subordinated debt 19 - 97,720
Interest-bearing loans and borrowings 20 10,980 13,098
Employee benefits 21 14,797 14,993
Provisions 22 34,872 29,641
Trade and other payables 23 18,046 35,546
Finance lease liabilities 24 18,563 17,671
Other non-current liabilities 23 100 200
97,358 208,869
Current liabilities
Subordinated debt 19 - 19,500
Interest-bearing loans and borrowings 20 52,634 102,810
Employee benefits 21 869 852
Provisions 22 11,060 9,560
Trade and other payables 23 64,701 63,964
Tax liabilities 11 1,394 -
Finance lease liabilities 24 11,963 21,538
142,621 218,224
Liabilities directly associated with assets held for sale 25 - -
Total liabilities 239,979 427,093

TOTAL EQUITY AND LIABILITIES 357,424 544,774

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 2016.
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 31 DECEMBER 2015

Share Legal Other Accumulated

In thousands of EUR capital reserve fund funds losses Total
At 1 January 2014 401,646 - 1,228 (280,402) 122,472
Loss for the period - - - (4,791) (4,791)
Other comprehensive income

Total comprehensive income - - - (4,791) (4,791)
Legal reserve fund - 26 - (26)

At 31 December 2014 401,646 26 1,228 (285,219) 117,681
Profit for the period - - - (236) (236)
Other comprehensive income

Total comprehensive income - - - (236) (236)
At 31 December 2015 401,646 26 1,228 (285,455) 117,445

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 2016.
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CONSOLIDATED STATEMENT OF CASH FLOWS

FOR THE YEAR ENDED 31 DECEMBER 2015

31 December
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31 December

In thousands of EUR Note 2015 2014
Cash flows from operating activities
Profit / (Loss) before tax 1,190 (4,744)
Adjustments for:
Non-cash items
;nlé)?ﬁtrgﬁgglcénéssrg?srtlsatlon and impairment of property, plant and equipment 12,13 40,893 65,430
B Gain on sale of property, plant and equipment 7 (4,793) (693)
B Gain on sale of Cargo Wagon’s shares 14 (400) -
W Allowance of receivables and inventories 15, 16 (589) (894)
B Interest expense 8 5,329 9,833
B Interest income and shares of profits (323) -
B Share of the profit of the joint venture 287 (673)
B Movements in provisions and employee benefits 5,158 7,186
B Other non-cash items 4,14 42 (1,061)
46,794 74,384
Working capital adjustments
B Decrease in inventories 195 1,340
B Decrease (increase) in trade and other receivables 1,446 5,527
M Increase (decrease) in trade and other payables (14,190) 8,431
Cash flows from operating activities 34,271 89,682
Income tax paid 11 (32) (36)
Net cash flows from operating activities 34,239 89,646
Investing activities
Purchase of property, plant and equipment 12,13 (18,541) (24,179)
Share capital contribution in subsidiaries 14 - (216)
Group loans 16 (10,000) -
Proceeds from sale of Cargo Wagon'’s shares 14 7,000 -
Dividends received 25
Cash in subsidiaries after sale of majority share (21)
Proceeds from sale of property, plant and equipment 185,173 1,079
Net cash flows from (used in) investing activities 163,636 (23,334)
Financing activities
Proceeds from loans and borrowings 20 - -
Repayment of loans and borrowings 20 (20,030) (19,898)
Repayment of subordinated debt 19 (117,220) (19,500)
Interest paid (6,660) (9,558)
Payments of finance lease liabilities 24 (8,683) (14,413)
Net cash flows used in financing activities (152,593) (63,369)
Net (decrease) increase in cash and cash equivalents 45,282 2,943
Cash and cash equivalents at 1 January 17 (85,404) (88,347)
Cash and cash equivalents at 31 December 17 (40,122) (85,404)

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 2016.
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NOTES TO THE CONSOLIDATED FINANCIAL

STATEMENTS

1. GENERAL INFORMATION
Information on Reporting entity

Zelezniéna spoloénost  Cargo
Slovakia, a.s. (“ZSSK CARGO”
or “the Company”), a joint stock
company registered in the Slovak
Republic, was founded on 1
January 2005 as one of two suc-
cessor companies to Zelezniéna
spoloénost, a.s. (“ZS”). ZSSK
CARGO was incorporated with
the Commercial Register of the
District Court Bratislava |, Section
Sa, Insert No. 3496/B at the date
of its establishment, Company ID
35 914 921, VAT No 20 219 200
65.

The Slovak Republic is the sole
shareholder of the Company
through the Ministry of Transport,
Construction and Regional
Development of the Slovak
Republic (“MTCRD”) with its reg-
istered office on Namestie slo-
body 6, 811 06 Bratislava. The
Company does not belong to any
group for consolidation purpos-
es. The Company is not an unlim-
ited liability partner in any other
company.

The Company’s predecessor, ZS,
was founded on 1 January 2002
through the demerger of Zeleznice
Slovenskej Republiky (“ZSR”) and
assumed responsibility for the pro-
vision of freight and passenger rail
transport and traffic services with-
in Slovakia, while ZSR retained re-
sponsibility for the operation of the
traffic routes. ZS was dissolved
without liquidation effective 31
December 2004 and replaced, fol-
lowing a second demerger, by two
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newly established successor com-
panies: Zelezniéna spolo&nost
Slovensko, a.s. (“ZSSK”) for pas-
senger transportation and traf-
fic services and ZSSK CARGO for
freight transportation and traffic
services.

Principal activities

ZSSK CARGO’s main business
is the provision of freight trans-
portation and related servic-
es. Additionally, the Company
rents properties and provides re-
pair and maintenance, clean-
ing and other support services to
ZSSK and other external custom-
ers. The Company is organized
and managed as a single busi-
ness unit and is viewed as a sin-
gle operating unit by the Board of
Directors for the purposes of re-
source allocation and assessing
performance.

The registered office of ZSSK
CARGO

Drienova 24

820 09 Bratislava

Slovak Republic

These consolidated 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 consolidated financial state-
ments were approved and au-
thorized for issue by the Board of
Directors on 15 April 2016. The
General Meeting held on 12 June

2015 approved the Group’s finan-
cial statements for the previous
accounting period.

The consolidated financial state-
ments have been prepared on the
historical cost basis. These finan-
cial statements constitute the stat-
utory accounts of ZSSK CARGO,
prepared in accordance with Article
17a (6) of Slovak Act No. 431/2002
Coll. on Accounting for the account-
ing period from 1 January 2015 to
31 December 2015.

The consolidated financial state-
ments were prepared using the go-
ing concern assumption that the
Group will continue its operations
for the foreseeable future. The
Group reported a loss of EUR 236
thousand for the year and total ac-
cumulated loss of EUR 285,455
thousand.

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 devel-
opment of the Group. The meas-
ures compensate a late introduc-
tion of a new regulatory frame-
work 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 Group to establish three sub-
sidiaries in the sector of manage-
ment of wagons, intermodal trans-
port and repair and maintenance
of machines and wagons and sub-
sequently allow qualified and rep-
utable partners to enter into those
subsidiaries.



The Group established two subsid-
iaries Cargo Wagon, a.s. and ZSSK
CARGO Intermodal, a.s. in 2013.
The Group signed a sale and pur-
chase of shares contract with
AAE Wagon a.s. (member of VTG/
AAE Group), the winner of the in-
ternational tender on 5 March
2015. According to the contract
AAE Wagon a.s. acquired 66% of
share capital of Cargo Wagon, a.s.
A shareholders agreement govern-
ing relations between both share-
holders AAE and ZSSK CARGO has
been also signed.

After an approval of the
Antimonopoly authorities, regis-
tering transfer of share and the
fulfillment of other condition-
al clauses the final transaction
documents were signed in May
2015- Agreement on transfer of
movable assets for considera-
tion and subsequent lease back
of means of transport (Agreement
on sale of 12,342 railway car-
riages and lease back of 8,216
railway carriages) and Bank loan
agreement between financing
banks and Cargo Wagon, a.s used
to finance the purchase of railway
carriages. Whole transaction was
completed on 10 july 2015, when
ZSSK CARGO received a payment
for the sale of carriages of EUR
216.6 million (incl. VAT) which
was used to decrease Group’s
debt. The Group began to lease
a significant part of its freight
wagons. Regarding ZSSK Cargo
Intermodal, a.s. the Group has
closed the international tender
without selecting a qualified part-
ner in 2015. The Group will sup-
port activities of intermodal activi-
ties within ZSSK CARGO.

The successful rail freight trans-
port consolidation, with the goal
being the achievement of bal-
anced results in the mid-term while
continuing to implement internal

measures, which should increase
the productivity and effectivity of
internal processes, considering the
decreasing transports and fiercer
competition will depend on addi-
tional supporting measures and a
new regulatory framework for rail
freight transporters and the fee set
for the usage of rail infrastructure
after the year 2016.

The consolidated financial state-
ments and accompanying notes
are presented in thousands of
Euro.

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

Statement of compliance

These consolidated  financial
statements have been prepared
in accordance with International
Financial Reporting Standards as
adopted by the European Union
(“IFRS”). IFRS comprise standards
and interpretations approved by the
International Accounting Standards
Board (“IASB”) and the International
Financial Reporting Interpretations
Committee (“IFRIC”).

At this time, due to the endorse-
ment process of the European
Union and the nature of the Group’s
activities, there is no difference be-
tween the IFRS policies applied by
the Group and those adopted by
the European Union.

2.2 CHANGES IN ACCOUNTING
POLICIES AND DISCLOSURES

The Group has adopted all of
the new and revised stand-
ards and interpretations issued
by the International Accounting
Standards Board (IASB) and the
International Financial Reporting
Interpretations Committee (IFRIC)
of the IASB that have been en-
dorsed for use in the EU and that
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are relevant to its operations and
are effective for accounting periods
beginning on 1 January 2015. The
following standards, amendments
and improvements issued by the
IASB and adopted by the EU are ef-
fective for the current accounting
period:

B Amendments to IAS 19 Defined
Benefit Plans: Employee
Contributions - effective for fi-
nancial years beginning on or
after 1 July 2014 (for EU on or
after 1 February 2015)

B IFRIC 21 Levies - effective for
annual periods beginning on or
after 1 January 2014 (for EU on
or after 1 January 2015)

B Annual Improvements to IFRSs
2010-2012 - effective for fi-
nancial years beginning on or
after 1 July 2014 (for EU on or
after 1 February 2015)

B Annual Improvements to IFRSs
2011-2013 - effective for fi-
nancial years beginning on or
after 1 July 2014 (for EU on or
after 1 January 2015)

These amendments to the existing
standards did not have material im-
pact on the financial statements of
the Group.

The following standards, interpre-
tations and amendments to pub-
lished standards that have been
published are effective for account-
ing periods starting on 1 January
2016 or later, and the Group has
not adopted them early:

B |IFRS 9 - Financial Instruments
(issued in 2014) - effective for
financial years beginning on
or after 1 January 2018. The
Group is currently assessing
the impact of changes on its fi-
nancial statements
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B |[FRS 14 Regulatory Deferral
Accounts - effective for finan-
cial years beginning on or after
1 January 2016

B Amendments to IAS 16 and IAS
38: Clarification of Accountable
Methods of Depreciation and
Amortisation - effective for fi-
nancial years beginning on or
after 1 January 2016

B Amendments to IFRS 11:
Accounting for Acquisition of
Interests in Joint Operations -
effective for financial years be-
ginning on or after 1 January
2016

B |[FRS 15 Revenue from
Contracts with Customers - ef-
fective for financial years begin-
ning on or after 1 January 2018

B Amendments to IAS 27: Equity
Method in Separate Financial
Statements - effective for finan-
cial years beginning on or after
1 January 2016

B Amendments to IFRS 10, IFRS
12 and IAS 28: Investment
Entities: Applying the
Consolidation Exception - ef-
fective for financial years be-
ginning on or after 1 January
2016

B Annual Improvements to IFRSs
2012-2014 - effective for fi-
nancial years beginning on or
after 1 January 2016

B Amendments to IAS @ 1:
Disclosure Initiative - effective
for financial years beginning on
or after 1 January 2016

B Amendments to IFRS 10 and
IAS 28: Sale or Contribution of
Assets between an Investor and
its Associate or Joint Venture
- effective for financial years
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beginning on or after 1 January
2016

If not otherwise stated, the Group
anticipates that the adoption of
these standards, amendments to
the existing standards, and inter-
pretations will not have material
impact on its financial statements.

2.3 SIGNIFICANT ACCOUNTING
JUDGEMENTS AND
ESTIMATES

Critical judgments in applying
accounting policies

In the process of applying account-
ing policies, Group’s management
has made certain judgments that
have a significant effect on the
amounts recognized in the finan-
cial statements (apart from those
involving estimates, which are
dealt with below). These are de-
tailed in the respective notes, how-
ever the most significant judg-
ments relate to the following:

Environmental matters

Existing regulations, especially en-
vironmental legislation, do not
specify the extent of remediation
work required or the technology
to be applied in resolving environ-
mental damage. Group’s manage-
ment uses the work of specialists,
its previous experience and its own
interpretations of the relevant reg-
ulations in determining the need
for environmental provisions.

Lease arrangements

The Group has entered into a num-
ber of lease arrangements by
which it gains the right to use spe-
cific assets, primarily railway wag-
ons, for extended periods of time.
The Group has determined that un-
der these arrangements it takes
on substantially all the risks and

rewards of ownership and so ac-
counts for these arrangements as
finance leases.

The Group has entered into oth-
er lease arrangements by which it
gains the right to use railway wag-
ons that are owned by other trans-
port networks for short-term pe-
riods. The Group has determined
that under these arrangements
it does not take on the significant
risks and rewards of ownership
and so accounts for these arrange-
ments as operating leases (these
transactions are disclosed in the
financial statements as “wagon
rentals”).

Similarly, the Group has entered
into lease arrangements by which
it leases railway wagons to other
transport networks and third par-
ties. The Group 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 transac-
tions are disclosed in the financial
statements as “wagon rentals”).

Sources of estimate uncertainty

The preparation of financial state-
ments in conformity with IFRS
requires the use of estimates
and assumptions that affect the
amounts reported in the financial
statements and the notes there-
to. Although these estimates are
based on management’'s best
knowledge of current events, actu-
al results may differ from these es-
timates. These issues are detailed
in the respective notes, howev-
er, the most significant estimates
comprise the following:

Legal claims

The Group is party to a number
of legal proceedings arising in



the ordinary course of business.
Management uses the work of spe-
cialists and its previous experience
of similar actions in making an as-
sessment of the most likely out-
come of these actions and of the
need for legal provisions.

Quantification and timing of
environmental liabilities

Group’s management makes esti-
mations as to the future cash out-
flows associated with environmen-
tal liabilities using comparative
prices, analogies to previous sim-
ilar work and other assumptions.
Furthermore, the timing of these
cash outflows reflects manage-
ment’s current assessment of pri-
orities, technical capabilities and
the urgency of such obligations.
The estimates made and the as-
sumptions upon which these es-
timates are made are reviewed at
each balance sheet date.

Impairment of property, plant and
equipment

The Group determines at each re-
porting date whether there is an
indication that items of property,
plant and equipment are impaired.
Where such indications exist, the
Group makes an estimate as to the
recoverable amount of the assets
concerned or of the cash-generat-
ing unit to which the assets are al-
located. In determining value in
use the Group is required to make
an estimate of expected future
cash flows and to choose a suit-
able 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
calculation of retirement benefit
obligations

The cost of defined benefit plans
is determined using actuarial valu-
ations. The actuarial valuation in-
volves making assumptions about
discount rates, future salary in-
creases and mortality or fluctua-
tion rates. Due to the longterm
nature of these plans, such esti-
mates are subject to significant
uncertainty.

Depreciable lives and residual
values of property, plant and
equipment

Management assigns deprecia-
ble lives and residual values to
items of property, plant and equip-
ment by reference to the organ-
isation’s latest strategic objec-
tives. Management determines at
each reporting date whether the
assumptions applied in making
such assignations continue to be
appropriate.

2.4 SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES

Functional and presentation
currency

These consolidated financial state-
ments are presented in euro, which
is the Group’s functional currency.

Foreign currency transactions are
translated into EUR using the ref-
erence 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
Slovakia. Monetary assets and li-
abilities denominated in foreign
currencies are retranslated at
the functional currency rate of ex-
change ruling at the balance sheet
date. All differences 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
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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 ac-
cumulated impairment losses.
When parts of an item of property,
plant and equipment need to be reg-
ularly replaced, they are accounted
for as separate items (major compo-
nents) of property, plant and equip-
ment with a specific useful life and
depreciation. Also, general over-
haul repairs are measured at cost, if
measurement criteria are met.

Ongoing repairs, maintenance and
minor renewals are expensed as
incurred. Depreciation is calculat-
ed on a straight-line basis over the
useful life of an asset (8-50 years
for buildings, 3-40 years for ma-
chines, equipment and other as-
sets). Land is not depreciated. An
item of property, plant and equip-
ment is derecognised upon dispos-
al or when no future economic ben-
efits are expected from its use or
disposal. Any gain or loss arising
on derecognition of the asset (cal-
culated as the difference between
the net disposal proceeds and the
carrying amount of the asset) is
recognized 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 Group meas-
ures an item of property, plant and
equipment that ceases to be classi-
fied as held for sale at the lower of:

a) its carrying amount before

the asset was classified as
held for sale, adjusted for any

67



«

ZSSK CARGO

depreciation and amortisation
that would have been recog-
nised had the asset not been
classified as held for sale, and

b) its recoverable amount at the
date of the subsequent deci-
sion not to sell.

The residual values, useful lives
and depreciation methods of prop-
erty, plant and equipment are re-
viewed and adjusted, if appropri-
ate, 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 differ-
ence between the net disposal pro-
ceeds and the carrying amount of
the asset) is recognized in prof-
it and loss in the year the asset
is derecognised. The residual val-
ues, useful lives and amortisation
methods of intangible assets are
reviewed and adjusted, if appropri-
ate, at each financial year end.

Impairment of non-financial
assets

The Group assesses at each re-
porting date whether there is an in-
dication that an asset may be im-
paired. If any such indication ex-
ists, the Group makes an esti-
mate of the asset’s recoverable
amount. An asset’s recoverable
amount is the higher of an asset’s
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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 assess-
ing value in use, the estimated fu-
ture cash flows are discounted to
their present value using a pre-tax
discount rate that reflects current
market assessments of the time
value of money and the risks spe-
cific 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 re-
porting date as to whether there is
any indication that previously rec-
ognised impairment losses may
no longer exist or may have de-
creased. If such indication exists,
the Group makes an estimate of
recoverable amount. A previous-
ly recognised impairment loss is
reversed 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 carrying amount of the as-
set is increased 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 remain-
ing useful life.

Inventories

Inventories are measured at the
lower of cost and net realisable
value. Cost includes the purchase
price of inventory and expenses re-
lated to the acquisition of inventory
(including transportation costs, in-
surance and customs duties) and
is accounted for using the weight-
ed average method. Net realisable
value is the estimated selling price
in the ordinary course of business,
less the estimated costs neces-
sary to make the sale. Allowances
for old, obsolete and slow-moving
items are booked to reduce the car-
rying value of these items to net re-
alisable 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
losses).

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 financial
assets at fair value through prof-
it or loss, loans and receivables,
held-to-maturity investments, avail-
able-for-sale financial assets, or as
derivatives designated as hedging
instruments in an effective hedge,
as appropriate. Financial assets are
designated on initial recognition.



Financial assets are recognized ini-
tially at fair value plus, in case of fi-
nancial assets not classified at fair
value through profit or loss, direct-
ly attributable transaction costs.
The Group’s financial assets com-
prise cash at bank, petty cash and
cash equivalents, 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
through profit or loss include finan-
cial assets held for trading and fi-
nancial assets designated upon ini-
tial recognition at fair value through
profit or loss. Financial assets are
classified as held for trading if they
are acquired for the purpose of
selling in the near term. This cat-
egory includes derivative financial
instruments entered into by the
Group that do not meet the hedge
accounting criteria as defined by
IAS 39. Derivatives are also classi-
fied as held for trading unless they
are designated as effective hedg-
ing instruments. Financial assets
at fair value through profit and loss
are carried in the balance sheet at
fair value with gains or losses rec-
ognized in the statement of com-
prehensive income.

The Group 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 market.

Subsequent to initial measure-
ment loans and receivables are
measured at amortized cost us-
ing the effective interest rate meth-
od (EIR) less any impairment loss-
es. Amortised cost is calculated by
taking into account any discount or
premium on acquisition and fees
or costs that are an integral part of
the EIR. Gains and losses are rec-
ognized 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 determina-
ble payments, have fixed maturi-
ties and which the Group has the
positive intention and ability to
hold to maturity. After initial meas-
urement 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 meth-
od of any difference between the
initially recognized amount and
the maturity amount, less allow-
ance for impairment. This calcu-
lation includes all fees and points
paid or received between parties
to the contract that are an inte-
gral part of the effective interest
rate, transaction costs and all oth-
er premiums and discounts. Gains
and losses are recognized in the
statement of comprehensive in-
come for the period when the in-
vestments are derecognized or
impaired, as well as through the
amortization process.

As at 31 December 2015 and
2014, no financial assets have
been designated as held-to-maturi-
ty investments.
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Available-for-sale financial assets

Available-for-sale financial assets
are non-derivative financial as-
sets that are designated as availa-
ble-for-sale or are not classified in
any of the three preceding catego-
ries of financial assets. Subsequent
to initial measurement, available
for sale financial assets are meas-
ured 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 ex-
isting market conditions and man-
agement intent to hold on to the
investment in the foreseeable fu-
ture. In rare circumstances when
these conditions are no longer ap-
propriate, the Group may choose
to reclassify these financial as-
sets to loans and receivables or
held-to-maturity investments when
this is in accordance with the appli-
cable IFRS.

Asat 31 December2015and 2014,
no financial assets have been des-
ignated as available-for-sale finan-
cial 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.
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Financial liabilities
Initial recognition

Financial liabilities within the
scope of IAS 39 are classified as
financial liabilities at fair value
through profit or loss, loans and
borrowings, or as derivatives des-
ignated as hedging instruments in
an effective hedge, as appropriate.
The Group determines the classifi-
cation of its financial liabilities at
initial recognition.

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

The Group’s financial liabilities
include trade and other paya-
bles, bank overdrafts, loans and
borrowings.

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 ac-
quired for the purpose of sale in
the near future. This category in-
cludes derivative financial instru-
ments entered into by the Group
that do not meet criteria of hedge
accounting as defined by IAS 39.
Gains or losses arising on liabilities
held for trading are recognised in
profit or loss.
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The Group 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 borrow-
ings are measured at amortised
cost using the effective interest
rate method.

Gains and losses are recognhised
in the statement of comprehen-
sive income when the liabilities are
derecognised as well as through
the amortisation process.

Trade and other payables

Trade and other payables are rec-
ognized and measured at amor-
tized cost, being the original in-
voice amount. The Group accrues
for those expenses that have not
been invoiced at the balance sheet
date. Penalty interest charged on
overdue 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
determined by reference to quot-
ed market bid prices at the close
of business on the balance sheet
date. For financial instruments
where there is no active market,
fair value is determined using
valuation techniques. Such tech-
niques may include using recent
arm’s length market transactions,
reference to the current fair value
of another instrument that is sub-
stantially the same, discounted
cash flow analysis or other valua-
tion models.

Impairment of financial assets

The Group assesses at each bal-
ance 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 af-
ter the initial recognition of the as-
set (an incurred ‘loss event’) and
that loss event has an impact on
the estimated future cash flows of
the financial asset or the group of
financial assets that can be relia-
bly 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
bankruptcy or other financial reor-
ganisation and where observable
data indicate that there is a meas-
urable decrease in the estimated
future cash flows, such as changes
in arrears 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 equiv-
alents, trade and other accounts
receivable and payable and loans
and borrowings. The accounting
policies on recognition and meas-
urement of these items are dis-
closed in the respective account-
ing 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 in-
come as incurred. Distributions to
holders of financial instruments
classified as equity are charged
directly to equity. In case of com-
pound financial instruments the li-
ability component is valued first,
with the equity component be-
ing determined as a residual val-
ue. Financial instruments are off-
set when the Group has a legally
enforceable right to offset and in-
tends to settle either on a net ba-
sis or to realize the asset and settle
the liability simultaneously.

The derecognition of a financial
asset takes place when the Group
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 fi-
nancial liability is derecognized
when the obligation under the li-
ability is discharged, cancelled or
expires.

Derivative financial instruments
and hedging activities

The Group uses derivative financial
instruments such as forwards, op-
tions and swaps to hedge its risks
related to foreign currency fluctua-
tions. Such derivative financial in-
struments are initially recognized
at fair value on the date on which a
derivative contract is entered into
and are subsequently remeasured
at fair value. Derivatives are car-
ried as assets when the fair value
is positive and as liabilities when
the fair value is negative. Any gains
or losses arising from changes in
the fair value of derivatives are
taken directly to the statement of

comprehensive income as finance
income or costs.

The fair value of forward curren-
cy contracts is calculated by refer-
ence to current forward exchange
rates for contracts with similar ma-
turity profiles.

An embedded derivative is separat-
ed from the host contract and ac-
counted 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 relat-
ed to the economic characteris-
tics of the host contract.

B A separate instrument with the
same terms as the embedded
derivative would meet the defi-
nition of a derivative.

B A hybrid (combined) instrument
is not measured at fair value
with changes in fair value re-
ported 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 prof-
it/loss for the period. For the pur-
pose of hedge accounting, hedges
are classified as:

B Fair value hedge,
B Cash flow hedge

At the inception of the hedge the
Group formally designates and
documents the hedging relation-
ship to which it wishes to apply
hedge accounting and the risk
management objective and strat-
egy for undertaking the hedge.
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The documentation includes iden-
tification of the hedging instru-
ment, the hedged item or transac-
tion, the nature of the risk being
hedged and the method by which
the Group will assess the hedg-
ing instrument’s effectiveness in
offsetting the exposure to chang-
es in the hedged item’s fair value
or cash flows attributable to the
hedged risk. Such hedge is expect-
ed to be highly effective in achiev-
ing offsetting of changes in fair val-
ue or cash flows attributable to the
hedged risk and is assessed on an
ongoing basis to determine that it
has been highly effective through-
out the financial 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
Group’s exposure to changes in fair
value of a recognized asset or lia-
bility or an unrecognized firm com-
mitment, or an identified portion
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 remeasur-
ing 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 in-
strument) is recognized in profit/
loss for the period. The gain or loss
on the hedged item attributable to
the hedged risk adjusts the carry-
ing 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 availa-
ble-for-sale financial asset.
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The adjustment to the carrying
amount of a hedged financial in-
strument for which the effective in-
terest method is used is amortized
to profit/loss for the period over the
remaining term to maturity of the
financial instrument. Amortization
may begin as soon as an adjust-
ment exists and shall begin no
later than when the hedged item
ceases to be adjusted for changes
in fair value attributable 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 Group discontinues fair val-
ue hedge accounting if the hedg-
ing instrument expires, the hedg-
ing instrument is sold, terminated
or exercised, the hedge no longer
meets the criteria for hedge ac-
counting or the Group revokes the
designation.

Cash flow hedge

Cash flow hedge is a hedge of the
Group’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 transac-
tion 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 comprehen-
sive income. The ineffective portion
of the gain or loss on the hedging
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instrument is recognized in profit/
loss for the period.

If a hedge of a forecast transac-
tion subsequently results in the
recognition of a financial asset or
a financial liability, the associat-
ed gains or losses that were rec-
ognized 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 fore-
cast transaction subsequently re-
sults in the recognition of a non-fi-
nancial asset or a non-financial lia-
bility, or a forecast transaction for
non-financial asset or non-finan-
cial liability becomes a firm com-
mitment for which fair value hedge
accounting is applied, the associat-
ed gains and losses that were rec-
ognized in other comprehensive in-
come are transferred to the initial
cost or other carrying amount of
the non-financial asset or liability.

As at 31 December 2015 and
2014, no financial liabilities have
been designated as derivative fi-
nancial instruments.

Cash and cash equivalents

Cash and cash equivalents com-
prise cash at bank and in hand and
short-term deposits with an original
maturity of three months or less
and that are subject to an insignifi-
cant risk of change in value.

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

Employee benefits

The Group makes contributions to
the State health, retirement benefit

and unemployment schemes at the
statutory rates in force during the
year, based on gross salary pay-
ments. The cost of these payments
is charged to the statement of com-
prehensive income in the same pe-
riod as the related salary cost. The
Group has no obligation to contrib-
ute to these schemes beyond the
statutory rates in force.

Also, the Group operates unfund-
ed long-term defined benefit pro-
grammes comprising lump-sum
post-employment, jubilee and dis-
ability 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 Group’s employees.
The benefit obligation is measured
as the present value of the estimat-
ed future cash outflows.

Actuarial gains and losses aris-
ing from experience adjustments
and changes in actuarial assump-
tions are charged or credited to the
statement of comprehensive in-
come when incurred. Amendments
to these long-term defined benefit
programmes are charged or credit-
ed to the statement of comprehen-
sive income over the average re-
maining service lives of the related
employees.

Termination payments

The employees of the Group are el-
igible, immediately upon termina-
tion due to organizational chang-
es, for redundancy payments pur-
suant to the Slovak law and the
terms of the Collective Agreement
between the Group and its employ-
ees. The amount of such a liabili-
ty is recorded as a provision in the



balance sheet when the workforce
reduction program is defined, an-
nounced and the conditions for its
implementation are met.

Provisions

A provision is recognized if the
Group has a present obligation (le-
gal 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 econom-
ic benefits will be required to set-
tle the obligation, and a reliable es-
timate can be made of the amount
of the obligation. Provisions are re-
viewed at each balance sheet date
and adjusted to reflect the current
best estimate. The amount of the
provision is the present value of
the risk adjusted expenditures ex-
pected to be required to settle the
obligation, determined 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 dis-
count by the passage of time. This
increase is recognized as interest
expense.

Environmental matters

Liabilities for environmental costs
are recognized when environmen-
tal clean-ups are probable and the
associated costs can be reliably es-
timated. Generally, the timing of
these provisions coincides with the
commitment to a formal plan of ac-
tion or, if earlier, on divestment or
on closure of inactive sites. The
amount recognized is the best es-
timate 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 ful-
filment of the arrangement is de-
pendent on the use of a specific as-
set or assets and the arrangement
conveys a right to use the asset.

As Lessee

Finance leases, which transfer
to the Group 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 lease pay-
ments. Lease payments are appor-
tioned between the finance charg-
es and reduction of the lease liabil-
ity so as to achieve a constant rate
of interest on the remaining bal-
ance of the liability. Finance charg-
es are charged directly against
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 rec-
ognised as an expense in the state-
ment of comprehensive income on
a straight-line basis over the lease
term.

As Lessor

Leases where the Group does not
transfer substantially all the risks
and benefits of ownership of the
asset are classified as operating
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leases. Rental income is recog-
nised 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
Group and the revenue can be re-
liably measured. Revenue is meas-
ured at the fair value of the con-
sideration received, excluding dis-
counts, rebates and sales taxes.

Revenue from transport and relat-
ed services and from repair and
maintenance and other such ser-
vices is recognized in the period
in which the services are provided,
net of discounts and deductions.

Borrowing costs

Borrowing costs directly attributa-
ble to the acquisition, construction
or production of a qualifying asset
are recognized as part of the cost
of a given asset. Other related ex-
penses are recoghized 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.

In line with Act No. 235/2012
Coll., on a Special Levy on
Business in Regulated Industries
and on the Amendment to and
Supplementation of Certain Acts,
the Company is obliged to pay a

73



«

ZSSK CARGO

monthly special levy effective from
September 2012. The levy rate is
4.356% per annum. This levy is
based on the profit before tax and
is presented as a part of the cur-
rent income tax pursuant to the
IFRS requirements.

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 recog-

nised for all taxable temporary
differences.
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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 deduct-
ible temporary differences and the
carry-forward of unused tax cred-
its and unused tax losses can be
utilised.

The carrying amount of deferred in-
come tax assets is reviewed at each
balance sheet date and reduced to
the extent that it is no longer prob-
able 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 reassessed

at each balance sheet date and are
recognised to the extent that it has
become probable that future taxa-
ble profit will allow the deferred tax
asset to be recovered.

Deferred income tax assets and li-
abilities 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 en-
acted 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 2015 31 December 2014
Inland transport:
Transport of goods 34,729 32,631
Wagon deposition 6,180 8,049
Haulage fees 1,252 1,158
42,161 41,838
International transport:
Import 92,383 98,633
Export 105,119 107,379
Transit 14,251 14,971
211,753 220,983
Other transport related revenues:
Usage of wagons under RIV, PGV and AVV regimes 6,996 9,597
Wagon rentals 2,067 3,381
Cross-border services 3,411 3,387
Other 2,422 2,619
14,896 18,984
268,810 281,805
4. OTHER REVENUES
In thousands of EUR 31 December 2015 31 December 2014
Repairs and maintenance 6,203 6,114
Operational performance 2,094 2,298
Property rentals 2,813 3,759
Other 4,361 2,240
15,471 14,411

Other revenues included revenues charged to ZSSK of EUR 6,104 thousand (2014: EUR 6,652 thousand) for
repair and maintenance, operational performance, property rental and other support services.
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5. CONSUMABLES AND SERVICES

In thousands of EUR 31 December 2015 31 December 2014
Traction electricity (29,028) (28,591)
Network fees (27,340) (26,679)
Wagon rentals (24,739) (10,667)
Traction crude oil (11,849) (13,972)
Materials (8,677) (9,278)
IT services and telecommunication charges (7,479) (7,508)
Third party transhipment services (5,599) (5,661)
Foreign segments (5,522) (3,796)
Other energy costs (4,972) (4,620)
Cross-border services (4,492) (3,882)
Repair and maintenance (3,407) (4,094)
Rentals (3,005) (3,242)
Advisory and consultancy fees (1,520) (595)
Security services (1,252) (1,587)
Travelling and entertainment (1,235) (1,244)
Cleaning of cars, property, waste disposal (500) (589)
Medical care (422) (365)
Training (301) (200)
Other (2,054) (2,371)

(143,093) (128,941)

Consumables and services include amounts charged by ZSR of EUR 63,706 thousand (2014: EUR 64,025 thou-
sand), primarily relating to the usage of ZSR’s network (the Group has a one year contract with ZSR which spec-
ifies planned kilometres and charge rates for different types of transport) and also to the purchase of traction
energy (refer to Note 26).

6. STAFF COSTS

In thousands of EUR 31 December 2015 31 December 2014
Wages and salaries (61,540) (61,799)
Social security costs (25,794) (27,794)
Employee benefits (Note 21; 25) (2,625) (1,587)
Termination payments (Note 22) 981 933

(88,978) (90,247)

Employee numbers at 31 December 2015 were 6,027 (2014: 6,103), thereof five were members of management
(as members of the Board of Directors or directors of individual departments). Average employee humbers at 31
December 2015 were 6,056 (2014: 6,210).

The average salary in 2015 amounted to EUR 896 (2014: EUR 858).
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7. OTHER OPERATING REVENUES (EXPENSES), NET

In thousands of EUR 31 December 2015 31 December 2014
Reversal (creation) of provision for environmental matters, net (Note 22) 503 (10)
Profit on sale of property, plant, equipment and inventories (Note 25) 5,363 1,499
Provision for legal cases and other provisions (Note 22) (7,589) (6,445)
Allowance for doubtful debts (733) (207)
Insurance of assets (1,138) (1,085)
Other (1,370) (1,328)

(4,964) (7,576)

8. INTEREST EXPENSE

In thousands of EUR 31 December 2015 31 December 2014
Interest on loans and borrowings (2,025) (3,375)
Interest on subordinated debt (2,322) (4,499)
Interest charges on finance lease liabilities (1,011) (1,443)
Unwinding of discount on provisions and employee benefits 29 (516)

(5,329) (9,833)

9. OTHER FINANCE REVENUES (COSTS), NET

In thousands of EUR 31 December 2015 31 December 2014

Foreign exchange losses, net (96) (18)

Gains on sale of securities 400

Other revenues (costs), net 176 664
480 646

10. OTHER NON-CURRENT ASSETS

In thousands of EUR 31 December 2015 31 December 2014
Accrued costs 4
4
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11. INCOME TAX

The reported income tax represents special levy of EUR 1,394 thousand, a withholding tax paid abroad and in
the amount of EUR 29 thousand and tax license in the amount of EUR 3 thousand. (2014: EUR O thousand, EUR
36 thousand and EUR 3 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 2015 31 December 2014
Profit (Loss) before tax 1,190 (4,744)
Tax charge at statutory tax rate of 22% (2014: 22%) 262 (1,044)
Tax paid abroad and tax license (32) (47)
Forfeit tax loss carry forwards 83655 25,114
Unrecognized deferred tax asset (incl. impact of change in tax rate ) (12) (23,867)
Non-deductible expenses (605) (203)
Special levy (1,394)

Total income tax (1,426) (47)

Deferred tax assets and liabilities at 31 December related to the following (for the year ended 31 December 2015
an income tax rate of 22% applicable in future accounting period was used, for the year ended 31 December
2014: 22%):

In thousands of EUR 31 December 2015 31 December 2014
Deferred tax assets
Tax loss carried forward 3,085 4,113
Provision for environmental matters 4,893 5,024
Provision for employee benefits 3,446 3,486
Allowance for trade and other receivables 899 925
Allowance for inventories 155 258
Provision for legal cases 3,660 3,418
Termination payments 216 182
Other overdue liabilities (over 36 months) 6,029 10,234
Other 7,287 2,851
29,670 30,491
Deferred tax liabilities
Accelerated depreciation for tax purposes (net of value adjustments) (3,480) (4,268)
Deferred tax on revaluation of joint venture 69 (148)
Other (92) (45)
3,503 (4,461)
Valuation allowance (26,167) (26,030)

Net deferred tax assets (liabilities) - -




«

ZSSK CARGO

A valuation allowance of EUR 26,167 thousand (2014: EUR 26,030 thousand) has been recognised for tempo-
rary deductible differences due to uncertainty as to the realization of tax benefits in future years. The Group will
continue 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.

Under Slovak tax legislation, the Group lost tax losses from 2009 of EUR 114,153 thousand in the prior year.

Only the special levy on business in regulated industries due in 2016 is recognized as a tax liability. Other tax
liabilities as advances on employee income tax, property tax, etc. are reported under other liabilities in note 23.

12. INTANGIBLE ASSETS

Assets under

In thousands of EUR Software construction Total
Acquisition cost

At 1 January 2015 30,070 475 30,545
Additions - 1,523 1,523
Transfers 1,771 (4,771) -
At 31 December 2015 31,841 227 32,068
Accumulated amortization

At 1 January 2015 (20,405) - (20,405)
Charge for the period (1,533) - (1,533)
At 31 December 2015 (21,938) - (21,938)
Net book value at 31 December 2015 9,903 227 10,130
In thousands of EUR Software —— ungier Total

construction

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
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13. PROPERTY, PLANT AND EQUIPMENT

Machines,
equipment,
other assets

Land and
buildings

Assets under
construction

In thousands of EUR

Acquisition cost

At 1 January 2015 77,561 462,432 4,414 544,407
Additions - - 17,018 17,018
Disposals (5,220) (9,162) (964) (15,346)
Transfers 318 14,786 (15,104) -
At 31 December 2015 72,659 468,056 5,364 546,079
Accumulated depreciation

At 1 January 2015 (31,783) (215,186) (534) (247,503)
Additions (1,645) (24,950) - (26,595)
Disposals 5,220 7,093 - 12,313
Impairment loss (86) (9,622) - (9,708)
At 31 December 2015 (28,294) (242,665) (534) (271,493)
Net book value at 31 December 2015 44,365 225,391 4,830 274,586

Machines,
equipment,
other assets

Land and
buildings

Assets under
construction

In thousands of EUR

Acquisition cost

At 1 January 2014 77,7187 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
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Land and buildings consists of halls
used in the repair of locomotives
and wagons, depots, stores, work-
shops and administrative building,
Machines, equipment and other
assets include locomotives and
wagons, cranes, trucks, cars and
other vehicles, tools and equip-
ment used in repair and mainte-
nance, boilers and other heating
equipment and office equipment,
including computers, printers and
other IT equipment.

The Group recorded impairment
losses on assets individually as-
sessed as damaged or not capa-
ble for further use. The impairment
losses were recorded to reflect the
amount of actual damage, respec-
tively, the net book value of an as-
set component at 31 December
2015.

The impairment test required by
IAS 36 was performed by man-
agement of the Group as at 31
December 2015. 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 less
cost to sell of an asset was deter-
mined as its selling price adjusted
for costs associated with the sale
of the asset. The value in use of the
asset was determined by discount-
ed cash flows method. The Group
as a whole is considered as a sin-
gle cash generating unit. No im-
pairment losses have been identi-
fied based on the impairment test
when comparing the recoverable
amounts of the assets and carry-
ing values after considering impair-
ment losses of selected assets.

The relevant cash flows were es-
timated based on the 2016 busi-
ness plan updated to the latest
available information at the bal-
ance sheet date and on forecasts
of future periods based on best
estimates using all available infor-
mation. The future cash flows were

estimated for the next 15 years
which is an average remaining use-
ful life of the cash generating unit's
assets. The cash flows include un-
avoidable investment expenditures
required to maintain the ability of
the cash generating unit to gener-
ate revenues and proceeds from
scrap value at the end of the useful
life. Discount rate of 5.90% used
in the calculation was determined
based on interest rates for incre-
mental financing of fixed assets
purchases by the Group 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 de-
scribed above, the Group has in-
creased an impairment loss by
EUR 9,708 thousand due to a low-
er usage of assets and a decrease
of cash inflows mainly from a trans-
port revenues’ decrease in 2015
and expected utilization of assets
and expected transported volumes
(mainly in diesel traction) in the
next period .

Property, plant and equipment in-
clude locomotives acquired by
means of finance lease with a to-
tal acquisition value of EUR 21,217
thousand (net book value EUR
14,794 thousand), wagons with
an aggregate acquisition value of
EUR 111,724 thousand (net book
value EUR 79,311 thousand) and
computing technology with a to-
tal acquisition value of EUR 2,772
thousand (net book value EUR O
thousand).

Property, plant and equipment in
the ownership of the Group with
a total acquisition value of EUR
2,219 thousand (EUR 2,219 thou-
sand at 31 December 2014) and
with a net book value of EUR 2,015
thousand (EUR 2,034 thousand at
31 December 2014) is registered
by the State as protected for cultur-
al purposes.
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Since 1 January 2014 the Group’s
property, plant and equipment
and inventories have not been in-
sured. Motor vehicles have third
party and accident insurance cov-
er, 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 Group classified certain assets

as held for sale as at 31 December
2014 (Note 25).
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14. INVESTMENT IN JOINT VENTURE AND SUBSIDIARIES

The Group 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 Group decided to consider this investment as a joint venture.

The Group has 34% share in Cargo Wagon, a.s. This investment is presented as an affiliate based on the agreed
conditions of shareholder agreement.

Details of the Group’s joint venture, affiliated company and subsidiary as at 31 December 2015 are as follows:

Carrying
Registration Ownership amount of Equity  Profit/Loss

Corporate name country 2015 investment 2015 2015
2015

Investment in joint ventures

BULK TRANSSHIPMENT SLOVAKIA, a.s. Slovak Republic 40% 7,454 18,635 2,698
Cargo Wagon, a.s. Slovak Republic 34% 2,011 3,844 (4,094)
Total investment in joint ventures 9,465

Investments in subsidiaries
ZSSK CARGO Intermodal, a.s. Slovak Republic 100% 27 26

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

Carrying
Registration Ownership amount of Profit/Loss

Corporate name country 2014 investment 2014

2014

Investment in joint ventures
BULK TRANSSHIPMENT SLOVAKIA, a. s. Slovak Republic 40% 6,356 15,891 1,683

Investments in subsidiaries

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

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 Group stayed the same.

The Group 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. acquired 66%
of share capital of Cargo Wagon, a.s. and the transaction was completed after the approval of Antimonopoly au-
thorities in May 2015.

As of 31 December 2015 Cargo Intermodal, a.s. is dormant with no operation.
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The Group’s share of assets and liabilities as at 31 December 2015 and 2014 and income and expenses for the
years then ended of the BULK TRANSSHIPMENT SLOVAKIA, a. s. are as follows:

In thousands of EUR 31 December 2015 31 December 2014
Current assets 1,520 1,354
Non-current assets 8,466 6,848
Total assets 9,986 8,202
Current liabilities 1,012 772
Non-current liabilities 1,520 1,074
Total liabilities 2,532 1,846
Net assets 7,454 6,356
In thousands of EUR 31 December 2015 31 December 2014
Revenues 3,400 2,995
Costs (2,011) (2,112)
Profit before income tax 1,390 883
Income tax expense (310) (210)
Net profit (loss) 1,079 673

The Group’s share of the assets and liabilities as at 31 December 2015 and 2014 and income and expenses for
the years then ended of the Cargo Wagon, a.s. are as follows:

In thousands of EUR 31 December 2015 31 December 2014
Current assets 5,367 10,038
Non-current assets 56,306 =
Total assets 61,673 10,038
Current liabilities 5,237 8
Non-current liabilities 55,129 -
Total liabilities 60,366 8
Net assets 1,307 10,030
In thousands of EUR 31 December 2015 31 December 2014
Revenues 7,900 41
Costs (9,291) (4)
Profit before income tax (1,391) 37
Income tax expense (1) (8)
Net profit (loss) (1,392) 29

In 2013 ZSSK CARGO Intermodal, a.s. was founded with registered capital of EUR 25 thousand with 100%
Company share and is recognized as a subsidiary and consolidated through the full consolidation.

As of 31 December 2015 the Company is dormant with no operation.
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15. INVENTORIES

At lower of cost At lower of cost

In thousands of EUR Atzztf; or ne‘t, ;fua;i;%gfg Atz‘(:;;_s: or ne‘tl arﬁagi;%l;ﬁ
Machine and metal-working materials 3,068 2,814 3,078 2,556
Electrical materials 3,027 2,594 3,290 2,665
Diesel fuel 683 683 1,036 1,036
Chemicals and rubber 950 938 605 585
Protective tools 262 261 255 254
Other 198 194 119 113

8,188 7,484 8,383 7,209

The Group expects to use up stocks amounted to EUR 24,608 thousand (2014: EUR 27,193 thousand) in a peri-
od of more than twelve months after the date of creation these consolidated financial statements.

16. TRADE AND OTHER RECEIVABLES

In thousands of EUR 31 December 2014 31 December 2013
Domestic trade receivables 24,637 28,081
Foreign trade receivables 118, 758 8 252
VAT receivables 4,490 3,227
Other receivables 3,257 3,029
Allowance for impaired trade and other receivables (4,085) (4,204)

42,052 43,385

At 31 December 2015 overdue receivables amounted to EUR 6,020 thousand (EUR 7,340 thousand at 31
December 2014).

Trade receivables are non-interest bearing and are generally due within 30-90 days.
For details of related party receivables, refer to Note 26.

The Group reported a long-term group loan in amount of 10,000 EUR to affiliated Group Cargo Wagon, a.s. This
loan is subordinate to long-term bank loans used for the purchase of freight wagons by the affiliate. Loan repay-
ments and interest at 6% per annum subject to compliance with bank covenants under the terms of pari pass
to the majority shareholder.

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

Past due but not impaired

Neither past due

Year Total nor impaired 90-180 180 - 270 270 - 365

days days days
2015 42,052 41,181 871 - - - -
2014 43,385 41,165 1,920 - - -

84



«

ZSSK CARGO

17. 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 2015 31 December 2014
Cash at banks and on hand and cash equivalents 3,395 351
Bank overdrafts (43,517) (85,755)

(40,122) (85,404)

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

Bank overdrafts as of 31 December are as follows:

In thousands of EUR 31 December 2015 31 December 2014
Overdraft limit Drawn down Overdraft limit Drawn down
Citibank Europe plc, pobo€. zahr. banky. 20,000 10,053 20,000 19,483
ING Bank N.V., pobocka z.b. 20,000 9,604 -
VSeobecna Gverova banka, a.s. 15,000 7,235 23,500 22,967
Tatra banka, a.s. 15,000 7,144 20,870 12,947
Slovenska sporitelna, a.s. 10,000 4,946 20,000 17,876
Ceskoslovenska obchodna banka, a.s. 10,000 4,535 -
UniCredit Bank Slovakia a.s. - - 17,593 12,482
90,000 43,517 101,963 85,755

Cash and cash as at 31 December 2015, include EUR 3,326 thousand that is restricted
(31 December 2014: EUR O thousand).
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18. SHAREHOLDER’S EQUITY

Share capital

Share capital represents the
State’s investment in the Group,
held through MTCRD, made
through the contribution of certain
assets and liabilities of the Group’s
predecessor, ZS, and comprises
121 registered ordinary shares,
each with a nominal value of EUR
3,319,391.8874. All of these
shares are issued and fully paid.

Legal reserve fund

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

20% of the Group’s registered cap-
ital. Under the Group’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
utilized to cover the losses of the
Group.

Other funds

Other funds represent the differ-
ence between the value of the as-
sets and liabilities contributed by
the State on the Group’s incorpo-
ration and through an addition-
al capital contribution made on 2
November 2005 and that of the
Group’s registered capital and le-
gal reserve fund, adjusted by an
amount of EUR 4,216 thousand to

19. SUBORDINATED DEBT

Subordinated debt of original
amount EUR 165,970 thousand
represented funding from the
Ministry of Finance, approved by
the Government on 4 March 2009
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and received on 6 April 2009, to
support the Group’s operations.

The Group paid the balance of liabil-
ity from subordinated debt prema-
turely on 23 November 2015 with

restate an error in the initial valu-
ation of the assets contributed by
the State identified in 2006.
During 2008 the Group received
an additional capital contribution
of EUR 12,149 thousand from
MTCRD, this being a previously un-
paid part of the initial equity con-
tribution made on the Group’s in-
corporation. In addition, the Group
was awarded penalty interest of
EUR 8,830 thousand to compen-
sate for the late payment of this
contribution.

Settlement of loss from previous
accounting period

The settlement of the 2014 stat-
utory result was approved by the
Group’s General Meeting on 12
June 2015 and was booked to ac-
cumulated losses.

a closing balance of EUR O as at
31 December 2015 (EUR 117,220
thousand at 31 December 2014).
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20. INTEREST-BEARING LOANS AND BORROWINGS

In thousands of EUR Maturity date 31 December 2015 31 December 2014
Long-term loans

Secured

ING Bank N.V. 31 July 2019 13,098 15,153
Total 13,098 15,153
Short-term portion of loans 2,118 2,055
Long-term portion of loans 10,980 13,098
Short-term loans

Secured

Privatbanka, a.s. 8 June 2016 7,000 10,000
Ceskoslovenska obchodna banka, a.s. 24 November 2015 5,000
Short-term loans 7,000 15,000
Short-term portion of loans (see above) 2,118 2,055
Overdrafts (Note 17) 43,517 85,755
Short-term portion of loans 52,635 102,810
Total 63,615 115,908

All loans are denominated in EUR, if not stated otherwise.

All loans presented in the table
above are secured by promissory
notes with a value of EUR 50,516
thousand (EUR 95,443 thousand
at 31 December 2014), and with
a nominal value of EUR 112,200
thousand (EUR 118,060 thousand
as of 31 December 2014) except
forthe loan from ING Bank N.V. The
long-term loan from ING Bank N.V.
is secured by a lien on 250 wagons
“Shimmns”.

Under the terms of a loan agree-
ment the Group is required to meet
a financial debt ratio covenant.
The covenant is derived from the
Group’s management accounts. At
31 December 2015 the Group did

not comply with the covenant for a
loan in the amount of EUR 7,235
thousand (EUR 22,967 thousand
as of 31 December 2014). The
Group received a waiver from the
bank on 26 October 2015 con-
firming the fact that earlier repay-
ment of an overdraft would not be
requested.

The fair value of interest-bearing
loans and borrowings amounts
to EUR 63,615 thousand (EUR
115,908 thousand at 31 December
2014).

All interest-bearing loans and
borrowings bear floating inter-
est which range from 0.950% to
2.700% (2.023% to 3.224% in

2014) except for the fixed interest
loan from Privatbanka, a.s.

A loan from Cargo Wagon, a.s. in
the amount of EUR 9,975 thou-
sand. EUR was presented as a
group loan as at 31 December
2014. The loan was paid during
2015 and is presented in other lia-
bilities (Note 23).
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21. EMPLOYEE BENEFITS

I thousands of EUR " bonefits it “bonefts
At 1 January 2015 12,420 3,410 15 15,845
Current service cost 468 123 - 591
Interest expense 298 82 - 380
Actuarial gains and losses 189 25 (2) 212
Utilization of benefits (905) (451) (6) (1,362)
At 31 December 2015 12,470 3,189 7 15,666
Current 31 December 2015 496 369 4 869
Non-current 31 December 2015 11,974 2,820 8 14,797
At 31 December 2015 12,470 3,189 7 15,666
At 1 January 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

The principal actuarial assumptions used were as follows:

2015 2014

Discount rate (% p.a.) 2.40 2.40
Future salary increases (%) 2.50 2.0
Mortality probability (male) (%) 0.04 - 2.26 0.04 - 2.26
Mortality probability (female) (%) 0.02 - 0.88 0.02 - 0.88

Sensitivity analysis
A sensitivity analysis of the provision to changes in significant assumptions is shown in the table below:

Discount rate Average income Mortality

In thousands of EUR

31 December 2015 +1.00% +1.00% -10.00%

Net liability from
employee benefits 15,666 (1,241) 321 150

Discount rate Average income Mortality
31 December 2014 +1.00% +1.00%

In thousands of EUR

Net liability from
employee benefits 15,845 (1,302) 306 157
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In thousands of EUR Environmental Legal Terminations Other Total
At 1 January 2015 22,838 15,535 828 - 39,201
Additions - 1,107 981 6,482 8,570
Interest costs - - - (409) (409)
Reversals (503) - - - (503)
Utilization (93) (6) (828) - (927)
At 31 December 2015 22,242 16,636 981 6,073 45,932
Current 31 December 2015 8,999 - 981 1,080 11,060
Non-current 31 December 2015 13,243 16,636 - 4,993 34,872
At 31 December 2015 22,242 16,636 981 6,073 45,932
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

Environmental matters

In 2015, the Group updated its
analysis of potential breaches
of environmental regulations at
its various sites, with the sup-
port of an environment specialist,
Centrum environmentalnych sluz-
ieb, s.r.0. (previously operating un-
der the name, Life & Waste, s.r.0.).
As a result of this analysis, and
based on the findings of Centrum
environmentalnych sluzieb, s.r.o.,
the Group has estimated that costs
of EUR 22,242 thousand (EUR
22,838 thousand at 31 December

2014) are required to remedy the
significant environmental issues
relating to water, oil and fuel man-
agement identified in the past.

Their exact estimates are not nec-
essarily accurate due to several
uncertainties involving continuous
development of laws and regula-
tory requirements in the areas of
environment and methods, timing
and extent of corrective actions
which could have a potentially sig-
nificant impact on the economic re-
sults of the Group in future periods.
Expenditures will be incurred
through 2016 - 2018. 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 signif-

icant one is REFIN B.A,, Ltd. in the
amount of EUR 8,252 thousand.
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23. TRADE AND OTHER PAYABLES, AND OTHER
NON-CURRENT LIABILITIES

In thousands of EUR 31 December 2015 31 December 2014
Domestic trade payables 62,729 76,686
Foreign trade payables 7,190 7,213
Payables due to employees 5,907 6,526
Payables due to social institutions 51508 3,721
Other payables 3,418 5,364

82,747 99,510

At 31 December 2015 overdue trade payables amounted to EUR 1,103 thousand (EUR 1,194 thousand at 31
December 2014). For details of related party payables, refer to Note 26 and 19.

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

od are shown in the table below:

In thousands of EUR 31 December 2015 31 December 2014
At 1 January 200 155
Additions 610 602
Utilization (710) (557)
At 31 December 100 200

24. COMMITMENTS AND CONTINGENCIES

Finance lease commitments

At 31 December 2015 the Group
has finance lease commitments
relating to the acquisition of 1,104
wagons, 12 powered vehicles
and hardware equipment (1,104

In thousands of EUR

wagons and 12 powered vehicles
at 31 December 2014).

All leases are on a fixed repayment
basis with floating interest rates
derived from EURIBOR, except for
leasing from AAE. Future minimum

31 December 2015

lease payments under finance
leases, together with the present
value of net minimum lease pay-
ments are as follows:

31 December 2014

Minimum Present value of Minimum Present value

lease payments payments lease payments of payments

Within one year 12,708 11,963 22,597 21,538
After one year but not more than five years 19,134 18,563 17,390 16,098
More than five years - - 1,577 1,573
Total minimum lease payments 31,842 30,526 41,564 39,209
Less: future finance charges (1,316) (2,355) -
Present value of minimum lease payments 30,526 30,526 39,209 39,209
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At 31 December 2015 the Group has operating lease for fixed period including mainly wagons, motor vehicles

and other equipment.

In thousands of EUR 31 December 2015 31 December 2014
Operating lease of wagons 24,710 9,606
Operating lease of motor vehicles 427 406
Operating lease of other equipment 160 85

25,297 10,097

Future minimum lease payments under operate leases, together with the present value of net minimum lease

payments are as follows:

In thousands of EUR 31 December 2015 31 December 2014
Within one year 40,973 25,298
After one year but not more than five years 190,383 193,451
More than five years 48,886 86,791

280,242 305,540

Investing commitments

The Group’s investment expenditure for the period from 1 January 2016 to 31 December 2016 (1 January 2015

to 31 December 2015) is as follows:

In thousands of EUR 31 December 2015 31 December 2014
Land and buildings 19 656
Machines, equipment and other assets 402 1,395
Intangible assets 26

421 2,077

Contingent liabilities

CD CARGO, a.s. filed a lawsuit
against the Group claiming an
amount of EUR 1,508 thousand
(including interest) in respect of un-
paid VAT related to the Group’s us-
age of their wagons for internation-
al transportation during the period
from 24 May 2007 to 3 May 2008.
District Court Bratislava Il an-
nounced  judgment on 26
November 2014 in which rejected
the charge in its entirety. CD Cargo
appealed to a higher court.

Under Slovak legislation, trade
practices of neighbouring countries
and international agreements, the
usage of wagons for internation-
al transportation is not deemed
to be a rental arrangement 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 Group is
remote and therefore no provision
has been recorded in these consol-
idated financial statements.

The Group reports an administra-
tive procedure conducted by the
Antimonopoly Office of the Slovak
Republic regarding a possible mis-
use of the dominant position in
2005-2010 on the market of sale
and rental of electric locomotives
capable of operation in the Slovak
Republic and on the market of fuel
stations. The Antimonopoly Office

charged a penalty of EUR 10,254
thousand. The Group had appealed
the penalty on 6 September 2013.
The appeal was subsequently com-
plemented on 6 December 2013.
The Board of the Antimonopoly
Office of the Slovak Republic
has confirmed the penalty on 5
November 2014. The Group filed
an appeal to the District Court in
Bratislava against the ruling of the
Antimonopoly Office. The Court has
not made any judgment yet. The
Group’s management has some ar-
guments which may result in can-
cellation of the Antimonopoly rul-
ing. It is concluded that the result
of this lawsuit is uncertain.
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25. ASSETS CLASSIFIED AS HELD FOR SALE AND
LIABILITIES DIRECTLY ASSOCIATED WITH ASSETS
HELD FOR SALE

Machines,
I thousands of EUR badings  ouement oo
At 1 January 2015 - 180,429 - 180,429
Disposals (180,429) - (180,429)
At 31 December 2015 - - - -
Machines,
In thousands of EUR badings  ouement o on
At 1 January 2014 - - . -
Transfers - Assets held for sale 180,429 - 180,429
At 31 December 2014 - 180,429 - 180,429

The Group signed a sale and pur-
chase of shares contract with AAE
Wagon a.s. (member of VTG/AAE
Group), the winner of the interna-
tional tender on 5 March 2015.
According to the contract AAE Wagon
a.s. acquired 66% of share capital
of Cargo Wagon, a.s. A sharehold-
ers agreement governing relations

between both shareholders AAE and
ZSSK CARGO was also signed. After
an approval of the Antimonopoly au-
thorities, registering transfer of share
and the fulfillment of other condition-
al clauses the final transaction doc-
uments were signed - Agreement
on transfer of movable assets for
consideration and  subsequent

26. RELATED PARTY DISCLOSURES

lease back of means of transport
(Agreement on sale of 12 342 rail-
way carriages and lease back of 8
216 railway carriages) and Bank loan
agreement between financing banks
and Cargo Wagon, a.s which was
used to finance the purchase of rail-
way carriages. The Group finalized
the deal on 10 July 2015.

Related parties of the Group comprise of all companies under same ownership (meaning under the control of the
State), the Group’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 2015 and 2014:

In thousands of EUR

Related party

31 December 2015

Amounts owed to
related parties

Amounts owed by
related parties

ZSR

ZSSK

Ministry of Finance

Slovensky plynéarensky priemysel
Cargo Wagon, a.s.

BTS (joint venture)

Other related parties

Sales Purchases

to related from related
parties parties
734 63,706
13,434 3,924
90 -

- 256

180,900 16,736
3,317 5,871
314 607

95 40,132
1,963 501
- 8
10,312 3,482
137 1,446

18 2
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ZSR

ZSSK

Ministry of Finance

Slovensky plynéarensky priemysel
Cargo Wagon, a.s.

BTS (joint venture)

Other related parties

31 December 2014

wromes rommes s Amoumsowedto

parties parties parties
938 64,025 201 55,632
13,338 4,169 2,027 580
4,499 117,220
225 28
41 10,016
636 5,981 67 1,229
365 586 56 6

The Group’s major contractual re-
lationships with ZSR and ZSSK are
for fixed one year periods and are
subject to an annual renewal pro-
cess. Purchases from ZSR include
primarily network fees and traction
electricity. Sales to ZSR comprise
of transport services, while sales to
ZSSK include gains on sale of prop-
erty, plant, equipment, the repair of
passenger wagons and track vehi-
cles and the sale of diesel.

Statutory and supervisory bodies

Members of the Group’s statutory
and supervisory bodies as regis-
tered in the Commercial Register
at the District Court Bratislava
| at 31 December 2015 are as
follows:

Board of Directors:

Ing. Vladimir  Luptak, chairman
(since 26 April 2012)
Ing. Jaroslav DaniSka, vice-chair-

man (since 26 April 2012)
Ing. Peter Fejfar (since 26 April
2012)

Supervisory Board:

Ing. Martin Catlo$, chairman (since
15 August 2012)

Ing. Radovan Majersky, PhD. (since
15 August 2012)

Ing. Pavol Gabor (since 15 August
2012)

Ing. Stefan Hlinka (since 15 August
2012)

Ing. Bartolomej Kun (since 1
January 2015)
Mgr. Zita Vercikova (since 1 January

2015)

Bc. Anton Andel (till 31 December
2014)
Jan Balaz(till 31 December 2014)

Emoluments of the members of the
Board of Directors and Supervisory
Board

The Board of Directors’ total re-
muneration approximated EUR 29
thousand (EUR 29 thousand in
2014). The total remuneration of
members of the Supervisory Board
amounted to EUR 15 thousand
(EUR 9 thousand in 2014).

Loans granted

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

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

The main risks arising from the
Group’s financial instruments are

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

Liquidity risk

The Group’s policy is to maintain
sufficient cash and cash equiv-
alents or have available funding

interest rate risk, liquidity risk and
credit risk. The Board of Directors
reviewed and agreed policies for
managing each of these risks
which are summarised below.

Interest rate risk

The Group’s exposure to the risk of
changes in market interest rates re-
lates to the Group’s long-term and
shortterm borrowings and over-
drafts with floating interest rates.
The Group has a broad portfolio of

31 December 2015

through an adequate number of
credit facilities to cover the liquidity
risk in accordance with its financ-
ing strategy. The amounts available
in the form of credit facilities as at

borrowings bearing a range of fixed
and floating interest rates.

The following table demonstrates
the sensitivity of the Group’s prof-
it 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 variables held
constant. There is no impact on the
Group’s equity.

31 December 2014
(652) (453)
161 166

31 December 2015 and 2014 con-
sist of the following:

In thousands of EUR 31 December 2015 31 December 2014
Long-term loan facilities available

Short-term loan facilities available 49,577 10,295
Total loan facilities available 49,577 10,295

As at 31 December 2015 the Group did not have any banks guarantees (EUR O thousand at 31 December 2014).

The table below summarises the maturity profile of the Group’s financial liabilities at 31 December 2015 based
on contractual undiscounted payments.

In thousands of EUR ST o R e Total

Subordinated debt

Long-term loans 10,980 10,980

Trade and other payables 1,102 47,490 17,503 18,046 84,141

Obligations under finance leases 258 11,705 18,563 30,526

Short-term loans 38,085 14,549 52,634
1,102 47,748 67,293 62,138 178,281

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

In thousands of EUR e o e Total
Subordinated debt 19,500 78,000 19,720 117,220
Long-term loans 13,098 13,098
Trade and other payables 1,194 45,974 16,796 35,546 99,510
Obligations under finance leases 752 20,786 16,098 1,573 39,209
Short-term loans 102,810 102,810

1,194 46,726 159,892 142,742 21,293 371,847

Credit risk

The Group provides a variety of cus-
tomers with products and services,
none of whom, based on volume
and creditworthiness, present a sig-
nificant credit risk, individually or
in aggregate. The Group has three
major customers, US Steel KoSice,
Budamar Logistics and Express
Slovakia, sales to which represent
56% of transport and related reve-
nues (55% in 2014), but manage-
ment is confident, based on histor-
ic experience, projections for the
future and contracts in place, that
the Group is not overly exposed to
credit risk in respect of these three
customers. The Group’s procedure
is to ensure that sales are made to

In thousands of EUR

customers with appropriate credit
histories and that acceptable cred-
it limits are not exceeded.

The value of financial assets, recog-
nised in the balance sheet reduced
by impairment losses reflects the
Group’s maximum exposure to
credit risk.

Capital management

The primary objective of the
Group’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 Group manages its capital
structure, and makes adjustments

31 December 2015

Long-term debt, net of current portion (excluding subordinated debt and finance

to it, in light of changes in econom-
ic conditions. No changes were
made in the objectives, policies or
processes during the years end-
ed 31 December 2015 and 31
December 2014.

The Group monitors indebted-
ness using a debt to equity ratio,
by which debt consists of external
interest-bearing loans and borrow-
ings and excludes subordinated
debt provided by related parties
and finance lease obligations, di-
vided by total equity. In 2015 the
ratio has improved in comparison
with the previous period.

31 December 2014

lease obligations) 10,980 13,008
Shortterm debt, including current portion of long-term debt (excluding finance

lease obligations) 52,634 102,810
Debt 63,614 115,908
Equity 117,445 117,681
Debt to equity ratio (%) 54% 98 %

28. EVENTS AFTER THE BALANCED SHEET DATE

No events occurred subsequent to 31 December 2015 that might have a material effect on the fair presentation
of the matters disclosed in these consolidated financial statements.

Approved by Ing. Vladimir Luptak and Ing. Peter Fejfar on behalf of the Board of Directors on 15 April 2016.
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ORGANIZATION STRUCTURE AS AT 31. 12. 2015

General Assembly

Supervisory Board

Board of Directors Board of Directors
Office

Internal Audit

[(€0)]

Human resources Treasury Internal and External
management Department Department Relations Department

Legal services Control, Inspection and Strategy and Development
Department Protection Department Department

Logistics and Purchase Energetics
Management Department Department

Protection and Strategy and

Management and Cash-Flow Internal Relations Methodics and Analyses Non-tractive
Investment Unit Development of Administration Unit Unit Unit energetics Unit
Mobilization Unit Human Resources Unit

Project International Strategic Procurement
Control Unit Management Offi Rt and External Section
" ; Relations
Controlling Unit Unit Distributive Logistics
ICT Section - Section
Security

and health protection Storage and Distribution
of Goods Unit

erative Procurement
Section

Economic

IT Operation Unit

Personal Services
Unit

Wages Centre
Unit

Trade and Services

Operations

. N Rolling stocks services Division Economy Division
Division Division
Intermodal transportation Unit Section of technical and technological Maintenance and repairs trade Controlling Section
preparation of operations Section i
Marketing Section Accounting taxes and reporting Section
J Operations Analyses and Guidelines Unit Rolling Stocks Maintenance and Repairs Sales Unit d 20
: Accounting Unit
Sales Section Operations planning Unit Rolling Stocks Maintenance and Repairs Back Office Unit J

Trade Support Section

. : . . Rail clearing centre Section

Operations, Transportation and Rolling stocks maintenance : : -

Trade Conditions Unit Wagon Service Section and repairs Section Input control and international transportation
. . . . price calculation Unit
Trade support Unit Technology and Wagon Service Unit Maintenance and repairs management Unit

X X . o International transportation claiming Unit

Operations and Traction Control Section Maintenance and repairs Technical security Unit - S
i Input control and domestic transportation price

Transport Dispatching Unit Rolling Stock Management calculation Unit

. . Section - ECM . )
Freight Wagons Control Unit International transportation

Driving Railway Vehicles accounting Unit
Traction Control Unit Maglagemer):tUnit s

K Transportation accounting and clearing Unit
East Slovak transshipment Section Freight Wagons - .
Management Unit Facility management Section
Transshipment Unit

Inspection of Technical Control

Facility efficiency Unit
Transport and Transportation Unit Unit
Facility Management and Operations Unit
Technical Unit .
Ecology Unit

Matovce and EVO Transshipment Unit

Freight Wagons Operations Section

Freight Wagons Rental Unit

Freight Wagons
Management Unit - AVV
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CONTACTS

Zelezniéna spoloénost Cargo Slovakia, a.s.

Drienova 24
820 09 Bratislava

tel.: +421 55 229 5513, +421 55 229 5519

fax: +421 55 229 5519
e-mail: infoservis@zscargo.sk
www.zscargo.sk

FOREIGN REPRESENTATION:

General Agency in Ukraine

Zelezniéna spolognost 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
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