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Supplement to the Independent Auditor's Report
on the Annual Report

R MOORE BDR

DODATOK SPRAVY NEZAVISLEHO AUDITORA
pre akcionarov spoloénosti Zelezniéna spoloénost’ Slovensko, a.s. Bratislava

k &asti Il. - SPRAVA K INFORMACIAM, KTORE SA UVADZAJU VO VYROCNEJ SPRAVE

Overlli sme Gitovnd zavierku spoloénosti Zelezniéna spoloénost Slovensko, a.s. so sidiom v Bratislave,
1ICO: 35 914 939 (dalej aj .Spolonost™) k 31. decembru 2019, uvedend od strany 37 vyrodnej sprivy
Spolotnosti, ku ktorej sme diha 26 februdra 2020 vydali spravu nezavisiého auditora, ktora sa nachadza
na strandch 32 - 35 vyroénej spravy Spolognosti. Tento dodatok sme vypracovall v zmysle § 27 odsek
6 zdkona &. 423/ 2015 Z. z. o $tatutérnom audite a o zmene a doplneni zadkona ¢, 431/2002Z. z. o
Gétovnictve v zneni neskorsich predpisov (dalej len .zdkon o Statutarnom audite®).

Na zaklade vykonanych prac opisanych v Easli Il, spravy nezavislého auditora - Sprava k informaciam,
ktoré sa uvadzaj( vo vyrotne] sprave, podia nadho nazorny:
o informécie uvedené vo virodne| sprave Spololnosti Zelezniénd spoloénost Slovensko, as.
zostavenej za rok 2019 s v sidade s jej iétovnou zévierkou za dany rok,
* vyrolna sprava obsahwuje nformacie podia zakona o G¢tovniclve,

Okrem toho, na zédklade nadich poznatkov o idtovnej jednotke a situacii v nej, kloré sme ziskali polas
auditu Gtovnej zavierky, sme povinni uviest, ¢i sme zistili viznamné nespravnosti vo vyroénej spréve.
V tejto stvislosti kondtatujerne, 2e sme nezistill vyznamné nespravnosti vo vyrofne) sprave.

Banska Bystrica, 31.marca 2020

BDR, spol. s r.0. Banskd Bystrica

M. M. HodZu 3, 974 01 Banska Bystrica

Licencia SKAu €. 6

Obchodny register Okresného sidu Banska Bystrica
Oddiel: Sro, Viozka tislo: 98/S, ICO: 00614556

Ing. Miroslav Ciampor
kiGcovy auditorsky partner
licencia UDVA &. 1068
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Supplement to the Independent Auditor’s Report
To the shareholders of Zelezniéna spoloénost Slovensko, a.s. Bratislava

concerning part Il - REPORT ON THE INFORMATION STATED IN THE ANNUAL REPORT

\We have audited the Financial Statements of Zelezni¢na spoloénost Slovensko, as., with the
registered seat in Bratislava, company ID no. 35 914 939 (hereinafter referred to also as the
Company), as on 31 December 2019, stated on page 37 and further in the Annual Report of the
Company, to which we issued the Independent Auditor's Report on 26 February 2020 that can
be found on page 32 - 35 of the Annual Report of the Company. This Supplement was prepared
in terms of Article 27 (6) of Act no. 423/2015 Coll. on the statutory audit and on amendments and
supplements to Act no. 431/2002 Coll. on accounting as amended (hereinafter only the Statutory
Audit Act).
Based on the findings as described in part Il of the Independent Auditor’'s Report - Report on the
information stated in the Annual Report, our opinion is that:

the information presented in the Annual Report of Zelezni¢na spolocnost Slovensko, a.s. for

2019 is consistent with the Financial Statements for the same year,

the Annual Report contains the information in compliance with the Accounting Act.

Besides, based on our knowledge of the accounting entity and its situation obtained during the
audit of the Financial Statements, we are obliged to state whether we discovered any material
misstatements in the Annual Report. In this respect we can state that we did not find any material
misstatements in the Annual Report.

Banska Bystrica, 31 March 2020

BDR, spol. s r.o. Banska Bystrica

M. M. Hodzu 3, 974 01 Banska Bystrica

SKAuU Licence no. 6

Companies” Register of the District Court of Banska Bystrica
Section: Sro, Entry no.. 98/S, Company ID no.. 00614556

Ing. Miroslav Ciampor
Key Audit Partner
UDVA Licence no. 1068
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FOREWORD OF THE CHAIRMAN OF THE BOARD OF DIRECTORS

Dear customers, business partners and colleagues,

you are opening the Annual Report of ZSSK for 2019. It was a positive year for the Company as it
was the second year in sequence that ended in black numbers, with revenues as well as labour
productivity increasing year-to-year, and with new and modernised rolling stock added to our
rolling stock fleet. Even though its acquisition is rather financially demanding, it is necessary in
order to increase the share of public passenger transport in the long-term horizon compared to
automobile transport. Speed and comfort are the very characteristics that are crucial for us and our
customers.

The fact that the national transport operator was able to achieve positive business results in
the second successive year is not to be taken for granted. A glance back into the past shows
that such success is not a common phenomenon; therefore, | am very happy that we could
prove that also state-owned companies are able to run their business in a responsible manner.
The InterCity trains were profitable for the very first time in their history - just in line with the
obligation we promised the Ministry of Transport and Construction of the Slovak Republic to fulfil
Passengers developed a liking for our IC trains, and the commercial potential of railway transport
in Slovakia - wherever there are good railway lines - seems to be viable.

This year we again persuaded new people that travelling by train is modern and railway transport
has an ecological aspect, which is a major success after 30 years of neglecting the railways.
The number of paying passengers as well as passengers entitled to free-of-charge transport
increased year-to-year, and in 2019 an overall number of more than 77 million passengers were
transported by rail (a year-to-year increase by + 4.8 %).

Since June 2019 we have been commissioning the new diesel multiple units (DMU 861) on the
lines around Zvolen. The southern part of Central Slovakia was the last region without similar
modern rolling stock. ZSSK will gradually have a total of 25 units. At the same time, it was the
beginning of the major modernisation of the rolling stock fleet that had been prepared since
2016. Hundreds of new vehicles will join our fleet in the years to come.

However, the new rolling stockalso requires adequate maintenance that meetsthe latest technological
development. Besides preparation for establishment of three light maintenance centres, we have so
far invested EUR 12 million from our own resources into the locomotive depot in Vrutky. This is the
biggest investment into buildings and technical equipment since the beginning of ZSSK.

We were also able to increase our labour productivity. In a company with strong unions, it is not
easy to persuade people that this is the only way to ensure increase in wages in the future. | am,
therefore, very glad that while preserving the positive business result we were able to react to the
wage increase within the whole economy and the wages in our company rose by 10.3 % year-to-year.

I would like to thank all those who supported us. Every single indicator is still the proof of our
year-to-year improvement. | would particularly like to thank the employees for their willingness to
cope with increasingly demanding activities as well as for their contribution not only to improving
the image of the national transport operator but of the railways as such.

""" " Filip Hlubocky

?"F ¥, Chairman of the Board of Directors and Director General of ZSSK
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COMPANY PROFILE

Zelezniéna spoloénost Slovensko, a.s. (ZSSK)
RozZnavska 1
832 72 BRATISLAVA

Company ID no.: 35 914 939
Tax registration no.: 20 219 200 76

Established on: 13 December 2004
Share capital: £UR 212441 million

ZSSK is a joint-stock company with the seat in the Slovak Republic, founded on 13 December
2004 and entered into the Companies” Register of the District Court of Bratislava I as of 1 January
2005, Its founder and a sole owner (the only shareholder) is the State. The rights of the State
as the shareholder are executed by the Ministry of Transport and Construction of the Slovak
Republic (MTC) with the seat at Namestie slobody 6, 811 06 Bratislava. ZSSK does not figure as
an associate partner with unlimited liability in any other company.

In terms of § 21 (4) of the Act on State Statistics as amended, in April 2016 ZSSK was included into
the statistical register of organisations under sector S13 - Public Administration.

The internal organisation of ZSSK is governed by the Establishment Deed, the Statutes of the
Joint-Stock Company and the Organisation Order of ZSSK

The Statutes of the Company stipulate the subject of business activities of ZSSK. The core
activity of the Company is to transport passengers on nationwide lines, regional lines and
other related activities. The services in passenger transport are delivered in accordance with
the state transport policy of the Slovak Republic and are based on the Contract on Passenger
Rail Transport Services concluded pursuant to Act of the Slovak National Council no. 514/2009
Coll. on transport by rail as amended, between ZSSK as the transport operator and the State
(represented by MTC SR) as the contracting authority.

The bodies of ZSSK:
The General Assembly is the supreme body of ZSSK.

The Board of Directors is the statutory body of ZSSK It is authorised to act for and on behalf of
ZSSKin all matters and represents ZSSK in front of third parties, at courts and other bodies. The
Board of Directors manages the company activities and decides upon all company matters,
unless assigned to other company bodies by legal regulations or company statutes.

The Supervisory Board is the supreme control body of ZSSK. It supervises the activities of the
Board of Directors and business activities of ZSSK

The Director General is an executive body of ZSSK.
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BOARD OF DIRECTORS OF ZSSK

Mgr. Filip HLUBOCKY Chairman of the Board of Directors
Director General of ZSSK
Since 18 June 2016

Dipl.-Ing. Patrik HORNY Vice Chairman of the Board of Directors
Director of the Division of Economy and Information
Management of ZSSK
From 21 June 2016 to 25 March 2019
Member from 18 June to 20 June 2016

Ing. Karol MARTINCEK Vice Chairman of the Board of Directors
Business Division Director of ZSSK
Since 26 March 2019
Member from 18 June 2016 to 25 March 2019

Ing. Radoslav STEFANEK Member of the Board of Directors
Service Division Director
Since 27 March 2019
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Ing. Peter BARTALOS

Mgr. Ladislava CENGELOVA

Peter CIBULA, Mgmt.

Ing. lvan CERNEGA

Jozef HLAVATY

Peter DUBOVSKY

SUPERVISORY BOARD

Chairman of the Supervisory Board
since 20 September 2017

Vice Chairman of the Supervisory Board
From 9 September 2015 to 11 March 2019

Member of the Supervisory Board
Since 18 June 2016

Member of the Supervisory Board
Since 23 June 2017

Member of the Supervisory Board
Since 20 January 2010

Member of the Supervisory Board
Since 23 January 2015

Based on Act no. 42372015 Coll. on statutory audit and on amendments and supplements to
Act no. 431/2002 Coll. on accounting as amended, ZSSK is an entity subject to oversight and is
obliged to establish an audit committee since 17 June 2016. In compliance with Article 34 (5) d) of
the above Act, the Supervisory Board of ZSSK acts as the audit committee.

10
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SCOPE OF BUSINESS

ZSSK performs transport and commercial activities by rail. ZSSK's scope of business is as follows:

=
==

operation of transport on the railway network - nationwide and regional railways,
operation of transport on the infrastructure - nationwide and regional infrastructure,
advertising and promotional activities,
administrative and photographic activities,
organisation of education in the field of railway transport,
manufacturing of spare parts for machines and mechanisms,
purchase of goods for purposes of their sale to other sole traders (wholesale trade),
purchase of goods for purposes of their sale to the final consumer (retail trade),
intermediary activity within the scope of free trade,
10) lease of real estates including provision of supplementary services,

11) lease of real estates including provision of supplementary services-procurement activities,
12) national irregular bus transport,
13) national freight road transport,
14) exchange activities,
15) software provision - sale of ready-made programmes under the contract with the author,
16) automated data processing,

@ N

©C N2

17) advisory and consultancy services in the field of hardware and software,
18) accounting consultants” services,
19) bookkeeping,
20) forwarding,
21) repairs of machines,
22) repairs of road motor vehicles,
23) provision of mailing services,
24) lease of transport vehicles and mechanisms,
25) lease of consumer and industrial goods,
26) publishing activity within the scope of free trade,
27) storage of goods, except for administration of a public bonded warehouse,
28) activity of the chief clearance agent,
29) metal working,
30) geodetic and cartographic work,
31) running of technical libraries,
32) carrying out of assemblies, inspections, maintenance, servicing, revisions and testing of
specified technical pressure devices,
33) carrying out of inspections, maintenance, repairs, reconstruction, servicing and testing of
specified electric devices,
34) welding of rolling stock,
35) heat production,
36) heat production, heat distribution,
37) operation of transport on a special line - Detska zeleznica (Children's Railway) in Kosice,
38) carrying out of servicing of selected technical gas equipment,
39) luggage storage,
40) procurement activity in the field of civil engineering,
41) accommodation services without board or catering,
42) repairs, maintenance, revision and testing of specific technical lifting and transportation
devices,

11
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43) non-destructive testing of rolling stock,

44) carrying out of inspections and non-destructive testing of lifting steel structures,

45) carrying out of specific activities: assembly, repairs, maintenance, reconstruction, revision,
tests of specified electric technical devises on railway infrastructure,

406) carrying out assembly, repairs, revision and testing of specific technical gas devices,

47) carrying out assembly, repairs, revision and testing of specific technical pressure devices,

48) carrying out technical inspection of rolling stock before their commissioning and during their
operation, and testing of technical capability of rolling stock for operation,

49) carrying out training and testing of professional capability to work with specified technical
lifting and transportation devices - operation of lifting devices and operation of transportation
devices,

50) carrying out training and testing of professional capability to work with specified technical
devices - operation of pressure devices,

51) carrying out training and testing of professional capability to work with specified technical
electric devices,

52) carrying out training and testing of professional capability to work with specified technical
devices - operation of gas devices,

53) non-destructive testing of steel bridge and bridge-Llike infrastructure structures,

54) research and development in the field of natural, technical, social and humanistic sciences,

55) carrying out of assembly, inspections, maintenance, repairs and reconstruction of rolling
stock.

The company may run the business activities in the scope stated above pursuant to the

following:

- Licence no. 0950/2007/L to carry out transport services by rail, based on Decision of the
Railway Regulatory Authority no. 5711/2006-URZD/Sk of 26 January 2007 for an unlimited
period of time
Licence no. 01/2007/SD/L to carry out transport on a special line - Detska Zeleznica
(Children’s Railway) in Kosice, issued on 29 May 2007 for an unlimited period of time
Licence Deed no. OZP-A/2005/48837-2/CR1 of 12 December 2005, for an unlimited period
of time
Licence Deed no. Z0-2005/12193/2/725 of 16 March 2005
Trade Licence no. OZP-A/2008/23329-2 of 23 May 2008
Trade Licence no. Z0-2005/12195/2/725 of 16 March 2005
Decision of the Railway Regulatory Authority no. 2005T 0017 of 31 May 2005 for heat
generation, valid for an unlimited period of time.

Special authorisations:

- Authorisation of the Transport Authority no. K - 18/2016 to carry out assembly, maintenance,
revision and testing of specific technical pressure devices
Authorisation of the Transport Authority no. P - 11/2015 to carry out assembly, repairs, revision
and testing of specific technical gas devices
Authorisation of the Transport Authority no. E - 63/2015 to carry out specific activities:
assembly, repairs, maintenance, reconstruction, revision, tests of specified electric technical
devises on railway infrastructure
Authorisation of the Transport Authority no. Zv - 12/2016 for welding of rolling stock
Authorisation of the Transport Authority no. Z 28/2015 to carry out inspection and non-
destructive testing of lifting steel structures
Authorisation of the Transport Authority no. Z - 32/2016 to carry out repairs, maintenance,
revision and testing of specific technical lifting and transportation devices

12
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Authorisation of the Transport Authority no. D - 10/2014 for non-destructive testing of rolling
stock

Authorisation of the Transport Authority no. D - 07/2017 for non-destructive testing of rolling
stock

Authorisation of the Transport Authority no. P-Z/17-2016-18 to carry out training
and testing of professional capability to work with specified technical lifting and
transportation devices - operation of lifting devices and operation of transportation
devices

Authorisation of the Transport Authority no. P-Z/06-2016-18 to carry out training and testing
of professional capability to work with specified technical devices - operation of pressure
devices

Authorisation of the Transport Authority no. P-Z/05-2016-18 to carry out training and testing
of professional capability to work with specified technical devices - operation of gas devices
Authorisation of the Transport Authority no. P-E/20-2016-18 to carry out training and testing
of professional capability to work with specified technical electric devices

Authorisation of the MTC SR no. 28058/2016/C350-S7DD/z.75851 to carry out technical
inspection of rolling stock before their commissioning and during their operation, and testing
of technical capability of rolling stock for operation

Authorisation of the Transport Authority no. D - 08/2017 for non-destructive testing of steel
bridge and bridge-Llike infrastructure structures

Authorisation of the Transport Authority no. K - 13/2019 to carry out assembly, maintenance,
revision and testing of specific technical lifting and transportation devices

Authorisation of the Transport Authority no. K - 21/2019 to carry out assembly, revision and
testing of specific pressure devices

Authorisation of the Transport Authority no. Zv - 09/2019 for welding of rolling stock, welding
of steel bridge and bridge-like infrastructure structures

Authorisation of the Transport Authority no. 18528/2019/0UTZ-006/Dz to carry out training
and testing of professional capability to work with specified technical electric devices
pursuant to Article 18 ( 2) of Act on railway transport

Authorisation of the Transport Authority no. 21641/2019/0UTZ—0005/Cm to carry out training
and testing of professional capability to work with specified technical pressure devices
Authorisation of the Transport Authority no. 22883/2019/0UTZ-0005/Mch to carry out
training and testing of professional capability to work with specified technical gas devices
Authorisation of the Transport Authority no. 18323/2019/0UTZ-0007/PS to carry out training
and testing of professional capability to work with specified technical lifting and transportation
devices in the scope of: operation of lifting devices and operation of transportation devices.

13
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PASSENGER TRANSPORT

In 2019, passenger transport services transported a total of 77,357 thousand passengers, which

was more by 3,549 thousand passengers compared to the last year, i.e. a year-to-year increase

by 4.81 %, of which:

- the national transport services saw a year-to-year increase by 2,998 thousand passengers
(4.31 %), of which IC trains saw an increase in transported passengers by 26 thousand,

- theinternational transport saw a year-to-year increase by 551 thousand passengers (12.80 %).

The year-to-year increase in the number of transported passengers was reflected also in
an increase of the transport performance in passenger-km, which amounted to 4,003,731
thousand passenger-km in 2019. Compared to 2018, the transport performance increased by
188,585 thousand passenger-km (4.94 %).

The year-to-year increase in the transported passengers and passenger-km in national services
by contracted trains was most significantly affected by an increase of 8.3 % in free-of-charge
passengers. The positive results were caused also by an increase of 5.6 % in irregular passengers
with common fare, as well as an increase of 9.5 % in the use of closed tariff systems such as ITS
in Bratislava Region and Zilina Region, and Tatra Electric Railway together with Cog Railway. The
year-to-year increase in transported passengers in international services was affected by broader
possibilities of train transport and suitable tariff conditions. Commercial trains transported more
passengers year-to-year by 3.3 %.

The transport performance in train-km, including replacement bus services, amounted to a total
of 34,5603 thousand train-km in 2019. Compared to the last year the transport performance
increased by 854 thousand train-km (2.54 %), which was affected in particular by an increased
volume of transport services ordered by the State.

Development of volumes in passenger transport:

Total passenger
transport

2019/

2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 e

Transport volume

(million passen- 216620| 219420 214796 227866| 224907| 229127| 243172| 241349| 242195| 250313| 308125 319372 375992 3.81515| 4,00373 1049
ger-km)

Passengers s 8 g g 808 s
(million) 49.054 47021 4559 47184 45342 45004| 45959 43445|  44287| 47286 57275 65606 72473 7380 77357 104
Transport volume

(million train-krm)'/ 31785 32068 32060 32002 31980| 32048| 31331| 30550| 30438 30791 31856| 31477 32641 33649 34503 1025

*/ train-km including replacement bus transport
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. Transported passengers (thousand) . Transport volumes (million train-km)
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QUALITY MANAGEMENT SYSTEM, CERTIFICATES

Integrated Management System

The introduced integrated management system (IMS) of ZSSK includes several coordinated
activities, which direct and manage enhancement of the quality of the services delivered by the
Company.

The certified systems focus on the quality management concerning operation of long-distance
trains of national significance, employee training, ticket sale, and occupational health and safety,
and guarantee that the activities are carried out in compliance with the requirements of the
respective standards

In 2019 the integrated management system included the following certified products of QMS:

v Operation of long-distance trains of national
importance in the category of IC and fast
trains (R 6xx) on the line of Bratislava - Zilina
- Kosice and back

v Ticket sale

v" Employee training pursuant to 1ISO 9001:2015

v" Provision of passenger transport services by
rail pursuant to OHSAS 18001.2007

Picture 1 - Integrated Management System Scheme

Quality Management
System
Employee ISO 9001:2015
training

Provision of passenger
transport services
by rail

® certified products

15



ANNUAL REPORT | 2019

STRATEGIC OBJECTIVES

Who we are

\We are an efficient and modern national transport operator offering the most efficient and modern
transport solution - the train. \We are the major passenger transport operator, having served the
customer for almost two centuries. Our long tradition does not prevent us from seeking innovative
solutions to the requirements of our customers. We deliver the broadest range of services on-
board trains as well as outside trains. When fulfilling the requirements of our customers, we
make use of modern technologies, professional knowledge, capabilities and potential of our
employees. Last, but not least, we pay attention to the environment protection.

Our goal

We wish to be the railway transport operator of the first choice for the customers as well as the for
the public service contracting authorities. Our goal is also to provide the highest-quality services
in commercial trains. On these grounds, we have taken the role of an innovative-mobility and
customer-oriented leader in the liberalised market. Our goalis to become a significant and attractive
employer, developing the potential of its employees. At the same time, our goalis to be a profitable
company, managed by international principles, successful in a competitive environment.

How to achieve our goal
We focus on the customer, constantly rendering our services more simple and pleasant.
We provide transport also to older persons and passengers with reduced mobility and
orientation. We guarantee a high rate of transport safety and reliability.
We invest into renewal of the rolling stock fleet and introduce modern and new rolling stock
into operation. We increase the rate of use of our rolling stock.
We introduce modern technologies of handling the passengers, sale of tickets, and
communication with passengers.
We develop the key competencies of our employees through targeted trainings and
education, increasing, at the same time, the motivation and labour productivity of our
employees,
We enhance the reliability of train operation and the quality of delivered services by
establishing a network of workplaces for repairs and technical and hygienic maintenance of
rolling stock.
We introduce modern and innovative elements into the Company; we actively participate in
research and development in the field of predictive maintenance.
We provide services and products on the principle of balanced economic sustainability. We
introduce a platform for new business models in an equal partnership with entrepreneurs,
sharing the risks as well as the outcomes.
\We prefer solutions that minimise burdening of the environment.

We care about our passengers

The project of Modernisation of the rolling stock fleet of ZSSK under OPIl - 15 part continued in
2019, focusing on delivery of 21 diesel multiple units (DMU) for the Self-Governing Region of
Banska Bystrica. The effective contractual time schedule defines the planned deadline for
delivery of the last DMU in December 2020 at the latest.

Crucial milestones of the project on Modernisation of the rolling stock fleet of ZSSK under OPII -
2" part were carried out in 2019, focusing on delivery of 25 EMUs to be allocated, in particular,
in the Region of Zilina, where the gross structures were completed as on 31 December 2019 (6
EMUs of 220 series), with on-going production to complete the project in June 2022.

16
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In connection to the above project, ZSSK has been carrying out the project on Delivery and
installation of ETCS into 25 electric multiple units under OPIl in order to enhance safety and speed of
trains on the lines equipped with ETCS. The project implementation will start in the first half of 2020.

Renewal and modernisation of the rolling stock fleet of ZSSK is carried out from the EU funds
as well as from the resources of ZSSK. In the course of 2020 to 2021, the resources of ZSSK will
be used to implement investments into modernisation and procurement of passenger coaches
for long-distance transport. ZSSK will implement the project concerning the cog railway in the
High Tatras by delivery of 5 cog electric units in the course of 2020 - 2021, co-financed from
the EU funds, which originally started as funded from the resources of ZSSK in 2018. Coaches
are also modernised every year in order to prolong their lifespan and increase the standard of
travelling, reliability and safety (modernisation of the central energy source, renewal of the interior,
modernisation of vacuum toilets, etc.).

Preparation for implementation of three projects of establishing centres for technical and hygienic
maintenance of rolling stock in Nove Zamky, Zvolen and Humenneé continued in 2019. Construction
is assumed to begin in the first half of 2020, with the completion period of two years.

In cooperation with the Secondary Vocational School of Transport in Martin-Priekopa, ZSSK started
establishing a top-quality company centre to support professionality of the existing employees
and to train potential new labour force. Establishment of an own training centre provides room for
obtaining of certificates and authorisations for training of employees by own lecturers. This change
will bring along savings of resources spent on trainings outsourced to external contractors and, at the
same time, will allow for a more flexible approach to organising and targeting the training activities.

After a successful launch of the mobile application “ldeme viakom® for Android in 2018, ZSSK
introduced a similar application also for devices with IOS operation system (iPhone). ZSSK thus
enables almost 100 % of smartphone owners to purchase tickets comfortably and quickly via their
mobile phone. At the same time, ZSSK made it possible for their customers to use advantageous
credit-card payment through the mobile application.

In 2019 the new internet site www.zssk.sk went live. The web site is designed by the manual of the
national transport operator, it offers many technological improvements, it is responsive and, last
but not least, it started the process of integration with other systems that will continue also in the
further phases of the site development. The new site brings along several improvements for the
customers; easier orientation, standardised and user-friendlier search.

After re-introduction of IC trains in 2017, the number of customers increased in 2018 by 12.2 %. The
growth continued also in 2019, where the number of customers using the services of IC trains
increased by almost 16 % compared to 2017.

In order to fulfilits goals of improved public relations, ZSSK successfully completed the project of
Customer Experience in 2019, focusing on identification of areas for improvement of travelling and
the company image. ZSSK concentrates also on the internal company ambient, where it makes
effort to render its activities more efficient and easier through various projects, for instance by
implementing new economic information software (SAP) or by automated management of crew
and rolling stock turn-rounds.

The plan for 2020 is to continue the on-going projects and to start new ones focusing on cost
savings, revenue increase and achieving better efficiency of the activities carried out by ZSSK.

ZSSKis active in facing the challenges posed by infrastructure modernisation, entry of competitors
on the transport market, increase in energy and fuel prices, and situation on the labour market. It
makes use of the opportunities brought along by transport integration, renewal of the rolling stock
fleet co-financed by the EU funds, digitalisation, dual education and the emphasis placed on the
environment protection.
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ECOLOGY

In 2019 ZSSK cooperated with contractors on the geological issue of "Renewal of the selected
environmental burdens of the Slovak Republic’ under the auspices of the Slovak Ministry of
Environment in order to remove the environmental burden on the property owned by ZSSK. The
project financed from the EU Structural Funds provides for rebuilding of the environmental burden
at seven locomotive depots of ZSSK: the locomotive depots in Humenné, Kosice, Prievidza, Nove
Zamky, Brezno, Kralovany and Vrutky, with the assumed date of completion (including post-
rebuilding monitoring) in 2024. In 2019 ZSSK cooperated in preparation of projects analysing the
risk, implementation of drills, building of renewal technologies, obtaining a permit to remove old
diesel fuelling structures as primary sources of pollution on several sites, in demolition as well as
rebuilding itself of polluted soil and underground waters.

In October 2019 the District Court of Banska Bystrica (Department of Environmental Care)
issued the decision cancelling the proceedings in the matter of determining the obliged party
concerning the environmental burden in the locomotive depot in Filakovo, where ZSSK was not
determined as the party obliged to remove the burden and, subsequently upon the Ministry
proposal, the Slovak Government will decide which ministry is to carry out the obligation.

In the course of 2019, 3 extraordinary cases of worsened or jeopardised water were recorded on
the railway lines, dealt with by the Company together with the Slovak Environmental Inspectorate,
and 5 extraordinary events caused by leakage of pollutants (oil substances, antifreeze liquids)
from motive power units into the environment. To solve these cases, the Company participated
in committees inspecting the locomotives, in preparation of reports for the Slovak Environmental
Inspectorate (in case of extraordinarily worsened water condition) and in implementing remedies,
including pollution elimination.

As regards the waste management within ZSSK, in order to collect waste and to comply with the
legislative requirements, several workplaces had large-capacity containers replaced/supplied to
collect dangerous and other waste (locomotive depot in Bratislava main station, coach repair centre in
Nove Zamky and Zvolen, locomotive depots in Kosice, Poprad and Filakovo; all containers for collecting
dangerous waste and scrap iron were replaced by new ones in the locomotive depot in Prievidza).

In order to ensure the environment protection, ZSSK also dealt with activities related to
reconstruction of the locomotive depot in Vrutky, preparation of the coach repair centre in Zvolen
for maintenance of DMU of 861 series, cutting of greenery in the locomotive depots of Kosice,
Nove Zamky and Brezno, cooperation in cleaning of locomotive depots (an initiative under the
auspices of the Director General), as well as all notification obligations resulting from the effective
legislation (fulfilled within the deadline).

As regards preventive activities, observance of the effective legislative regulations for the
environment and related internal regulations of ZSSK was controlled and subsequent remedies
were adopted.

In 2019 the Ecology Department underwent an internal audit aiming at finding compliance of
the inspected activities with the audit criteria, IMS goals, IMS policy, documented processes
and testing of their efficiency. Based on recommendations of the audit and an external operating
environmental audit of 2018, ZSSK decided to change the position of the Ecology Department
within the organisation structure of the Company by shifting it from the Facility Management to
Inspection and Supervision Department as of 1 January 2020.
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OWNERSHIP INTERESTS OF ZSSK as on 31 December 2019

ZSSK holds an ownership interest with insignificant influence in the following companies:

Number of shares in - As on As on
. : Share against the

the equity (pieces) equity in % 31 December 2018 31 December 2019

as on 31/12/2019 quity in 7 in thousand EUR in thousand EUR
EUROFIMA 1,300 0.50% 5,408 5,615
Bureau Central de Clearing, s.cr.l.

' 1 0.68% 1

Brussels (BCC) !
Total X X 5,409 5,616

In 2019 ZSSK did not obtain any new shares.
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BUSINESS RESULTS

The Separate Financial Statements of ZSSK for 2019 are reported pursuant to the International

Financial Reporting Standards.

Business result

In 2019 the business result of ZSSKwas profit of EUR 28 thousand. In 2019 ZSSK planned balanced

business results.

In thousand EUR

Actual figures
31 December 2018

Actual figures
31 December 2019

Index 2019/2018

Passenger transport and related revenues 104,345 110,060 5,715 1.05
Compensation for services in public interest 300,058 202,069 -7,089 0.08
Other subsidies 30,364 30,549 185 1.01
Other net operating (costs) revenues 6,403 2,061 -3.532 0.46
441,260 436,539 -4,721 0.99
Consumption and services -197.784 -197.214 570 1.00
Personnel costs -114,502 -123.425 -8,923 1.08
Depreciation, amortisation and impairment of -80.548 101715 12167 114
tangible assets
Depreciation pertaining to financial lease - o 7525 7525
IFRS 16
-401,834 -429,879 -28,045 1.07
Financial revenues 49 o1 42 1.86
Net financial costs, IAS 7, items 32, 33, 34 -3,606 -3.855 -249 1.07
Interests from lease instalments - IFRS 16 ¢} -010 -010
Net financial derivatives 4 16 12 4.00
-3,553 -4,658 -1,105 131
Tax costs 1503 -1,974 -3.477 -131
Profitlloss)intheaccounting period w6 28 g8 oo
Other comprehensive results:
Items not to be reclassified into results 534 1591 2125 298
Revaluation of employee benefits 534 -1,501 -2.125 -2.08
Items that can be reclassified into results ¢] 0 0
Other comprehensive results in the
accounting period 534 1501 2125 298
Total comprehensive results in
the accounting period 37910 -1.563 -39.473 -0.04

ZSSK had no costs on research and development in 2019.




Operating revenues without compensation
from public service contract and subsidies

thousand EUR

109.274

115,635

6,361

2019 | ANNUAL REPORT
Unit Actual figures Actual figures Difference Index
2018 2019 2019/2018
Costs thousand EUR 407,517 444,378 36,861 1.09
Revenues 444,893 444,406 -487 1.00

1.06

Operating costs without depreciation

Liabilities without accruals and deferrals®

thousand EUR

310,721

482,224

323,238

610,729

12,518

128,505

104

127

Total assets

Current assets

thousand EUR

1,250,495

122,347

1.496.564

148,307

246,069

25,960

120

Short-term liabilities without accruals and
deferrals”

141,125

232,210

01,085

165

Loans + aid thousand EUR 380,208 434,666 54,458 114
Total assets ! 1,250,495 1,496,564 246,069 120
Loan encumbrance of assets % 30.40 20.04 -1.36 0.96

") Accrued revenues (subsidy on modernisation of rolling stock and NRFC from EU funds and the State Budget on projects).
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DATA ON REMUNERATION OF THE STATUTORY
AND SUPERVISORY BODIES OF ZSSK

In thousand EUR

Supervisory Board

ZSSK provides monetary remuneration to the members of the Supervisory Board and the Board
of Directors. These amounts are subject to tax and levy obligations in terms of effective legal
regulations.
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SIGNIFICANT EVENTS AFTER THE DATE OF THE STATEMENT
OF FINANCIAL POSITION

Events occurred after the date of the Statement of Financial Position that will have a significant
impact on the business results of ZSSK. The events were caused by a pandemic, spreading of
a dangerous disease - COVID 19. The coronavirus is dangerous for the health of people and
overall, it has an impact on the functioning of the society, which substantially worsens the
economy and causes significant losses.

In an effort to protect its customers and employees and to eliminate loss brought along by the
coronavirus, ZSSK accepted the measures introduced by the Slovak Government and applied
them to the Company everyday functioning.

The spreading of coronavirus and the measures adopted by the Slovak Government and
subsequently by ZSSK to slow down its spreading have already - at the beginning - been
manifested by worsened economic situation at a national scale, experienced also by ZSSK.

Due to the coronavirus spreading, ZSSK has seen a significant reduction in the number of
passengers, which automatically leads to decrease in revenues from transport that, together
with the compensation for transport services in public interest from the state budget, are the
most important part of the total income of ZSSK, accompanied by unequal reduction of costs.

ZSSK estimates loss of income due to reduced revenues from transport of passengers in the
amount of several tens of million euros. Saved costs, anticipated in relation to the cancelled
transport services, are significantly lower compared to the lost revenues from transport of
passengers.

On these grounds, it has to be expected that ZSSK, as a public administration entity, will not
continue its positive business result and keep the limits of the public administration budget as
adopted by the Slovak Government for 2020.

SETTLEMENT OF THE REPORTED BUSINESS RESULTS OF 2019

In 2019 ZSSK achieved accounting profit of EUR 28,427.13. Proposal of settlement of the reported
business results:

In its Decision no. 55/RA - 2020, the sole shareholder adopted distribution of the profit in the
amount of EUR 28,427.13 for the reporting period of 2019 as follows:
contribution to the statutory reserve fund in the amount of EUR 2,842.71
reduction of the loss of past periods on account 429 - unpaid loss of past periods, in the
amount of EUR 25,584.42.

after adoption of the Separate Financial Statements of ZSSK prepared in compliance with the
International Financial Reporting Standards as on 31 December 2019 by the General Assembly.
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HUMAN RESOURCES

The actual recorded number of employees as on 31 December 2019 amounted to 5,832, which
was less by 1.15 % compared to the plan. Compared to 2018, the recorded number of employees
reduced by 45 employees, which is less by 0.77 %.

Recorded number of employees:

Division of the Director General 189 207 952 %
Business Division 1,026 1,008 -1.75%
Operation Division 3,162 3,130 -1.01%
Economy Division 141 89 -36.88 %
Services Division 329 370 1246 %
Maintenance Division 1,030 1,028 -019 %

Break-down by sex:

Sex of employees 2018 2019
Men | 3,776| 3775
Women 2,101 2,057

The average wage in ZSSK in 2019 reached the amount of EUR 1,232.74. Compared to 2018
(when the average wage amounted to EUR 1,117.64), the average wage increased by EUR 11510,
which is an increase by 10.30 %.

Age structure of the employees in 2019
Out of the total number of employees of 5,832 there were

720 employees of less than 29 years of age, 2,054 employees between 50 - 59 years of age,
779 employees between 30 - 39 years of age, 304 employees between 60 - 62 years of age,
1,829 employees between 40 - 49 years of age, 146 employees over 62 years of age.

2 500

2 000

1500

1000

Number of employees

500
W As on 31/12/2018

W As on 31/12/2019

18- 29 30 - 39 40 - 49 50 - 59 60 - 62 nad 62

Age category
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The above indicates that compared to 2018 ZSSK saw a decrease in the number of employees
in 2019 in the age categories of 30 - 39, 40 - 49, and 50-59 years of age. Contrarily, the numbers
of employees increased in the age categories of 18 - 29, 60 - 62 and over 62.

The average age of ZSSK employees as on 31 December 2019 is 46.33 years, which - compared
to 2018 (46.10) means an increase by 0.23 years, and it is less than natural aging.

Despite the global trend of the overall aging of the population and dominance of employees in the
post-reproduction and production age (45 - 64 years), the intention of ZSSKis a gradual increase of
the employees in the lower age categories, in particular in the key operation and repair professions.

The tools to achieve this objective in 2019 included, in particular, locomotive drivers’ trainings,
Open Door Days in Depot Operation Centres/Operation Centres, a national promotional event
“Transport Studies’, an internship graduate scheme of ZSSK, as well as an attractive cooperation
with secondary schools and universities that signed Mutual Cooperation Agreements with ZSSK
In 2019 ZSSK started also dual education in selected secondary transport vocational schools.

Besides a gradual reduction of the average employee age, the aim is to ensure employment in the key
professions of ZSSK in the future through raising qualified and productive resources of labour force.

Education structure of the employees in 2019
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As regards the education structure in 2019, there was an increase of qualified employees
compared to 2018:

- University education (bachelor's degree) by 1 employee,

- University education (master's degree) by 24 employees.

There was reduction in employees with:

- elementary education by 3 employees,
- apprenticeship (two-year) by 7 employees,
- full secondary vocational education with diploma by 16 employees,
- secondary education without diploma by 17 employees,
- full secondary general education with diploma by 16 employees,
- full secondary vocational education by 19 employees.

In percentage, out of the total number of ZSSK employees, the major group is of employees with:

- secondary vocational education with diploma - 1,750 employees, i.e. 30.00 %,
- full secondary vocational education with diploma - 1,747 employees, i.e. 29.96 %,
- University education - 969 employees, ie. 16.62 %.
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NUMBER AND TYPES OF RECEIVED COMPLAINTS

ZSSK receives petitions and claims from the citizen - initial, serious as well as repeated, plus other-
than-customer motions, requests, comments and appraisals (last, but not least also passenger
injuries) of naturalas wellas legal entities delivered to ZSSK, and handles them in terms of the Directive
on Handling of Claims, while evaluating them also in order to increase the customer contentedness.

Motions are recorded in the established on-line databases and coded in a structure of quality
criteria pursuant to EN STN 13 816 "Public passenger transport’, in accordance with Regulation
(EC) No. 1371/2007 of the European Parliament and of the Council on rail passengers' rights and
obligations; respecting the provisions of Act No. 85/1990 Coll. on Petition Right; Act No. 514/2009
Coll. on Railway Transport, Act No. 250/2007 on Consumer Protection, Act No. 552/2003 Coll. on
the Performance of Work in Public Interest, Commercial Code and Labour Code.

Total number of initial and repeated claims received in 2019: 8,274
e number of justified (customers’) claims 3.485
e of which: number of claims with external justification 303
e number of claims with internal justification 3,182
Form of delivery:
o letters delivered in writing 258
e eclectronic claims 5,412
e oOther form (re-routed, mass-media) 2,604

Number of claims by their subject and reasons:

Time - delays due to exclusion of traffic on rail infrastructure, train delay due

to a locomotive fault, delay - missed connecting service

Comfort - cleanliness on-board train sets, heating, air-conditioning, functioning
of toilettes, other technical shortcomings - doors, windows, seats, train formation, 1,674
services provided by WGS

Availability of travel documents - at cash desks, higher frequency, other sale

2,188

channels, internet sale of tickets, passengers with reduced mobility 650
Customer care - behaviour of employees towards customers 877
Appreciation for employees of ZSSK 305
Safety - threats to safety of railway transport, criminal activity and health protection

within railway infrastructure (at railway stations, on board of trains) 285
Information - travgl infqrmation provided in general, during accidents 8>
and extraordinary situations

Other 1,594

Shortcomings resulting from justified claims were discussed between the responsible employees and

their superiors, and the following measures were taken in proven cases of violated work obligations:

e measures under labour law (lower bonuses, an interview, an interview with possibility of
a dismissal notice),

e oOrganisationalmeasures (increased inspections, instructions at regular trainings, extraordinary
tests in serious cases).

In case of justified claims that were caused by ZSSK, the Company provided refunding, payment
of incurred costs, or the enforcement was cancelled.
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ORGANISATIONAL STRUCTURE OF ZSSK until 31 May 2019
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ORGANISATIONAL STRUCTURE OF ZSSK since 1 June 2019
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ORGANISATIONAL UNITS

ZSSK has no organisational units.
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LIST OF USED ABBREVIATIONS

BCC Bureau Central de Clearing, s. ¢. r. . Brussels
Coll. Collection of Acts

DMU Diesel multiple unit

EMU Electric multiple unit

ETCS European Train Control System

EU European Union

ITS Integrated transport system

IMS Integrated Management System

IC, R 6xx InterCity trains, fast trains

ISO norms Quality norms

NRFC Non-repayable financial contribution

OHS Occupational health and safety

OHSAS norms Norms for occupational health and safety

OPII Operational Programme Information Infrastructure
SAP Economic information system

SM Management System

SR Slovak Republic

URZD Railway Regulatory Authority

WGS \Wagon Slovakia (couchette and berth coaches)
ZSSK Zelezniéna spolocnost Slovensko, a. s.

Delegate of ZSSK at the International Union of Railways (UIC) in Paris:

Ing. Jozef FAZIK
Chargé de Mission

UIC Union Internationale des Chemins d fer
Internationaler Eisenbahnverband
International Union of Railways =z

16 rue Jean Rey
F-75015 Paris

+33(0)144 492114

e-mail. fazik@uic.org
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AN INDEPENDENT AUDITOR’'S REPORT to the Separate Financial
Statements as on 31 December 2019

hf MOORE BDR

SPRAVA NEZAVISLEHO AUDITORA

z auditu Gétovnej zavierky
a
Sprava k dal§im poziadavkam zakonov a inych pravnych predpisov

pre akciovi spolo€nost’

Zelezniéna spolo¢nost Slovensko, a.s.
so sidlom v Bratislave

za rok 2019
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SPRAVA NEZAVISLEHO AUDITORA
pre akciondrov spoloénesti Zelezniéna spoloénost’ Slovensko, a.s. Bratislava

L J J ZAVIERKY
Nazor

Uskutobnil sme sl prilodens) liovne saderky spolofnoast Yelarnitna spoloénosl Slovensko, 2.8
s0 sidiom v Bratisiave, 1C0: 35 814 939, ktord obsahuje vykar finantnej pozicie k 31. decembou 2019,
vykar komplaxného visiadio, vikar mmien v viasnom imani, vk pefiaingol lokov s ok ko
k inmedenému datumi, & pornamiy k Oftnune) Zdvierke, kiond obsahujl sahm vyenamnyeh OStovmych
Zasad a GCiovnych metdd a dalgie vwsvellupice nformacis

Podla nédho ndzoru prilolend Gllovnd zévierka poskytuje pravdivy a vermy obraz finantne] situdcie
spalodnosti 2elernitnd spololnust Sloveishu, a.s. h 31, devernbru 2019 a visledhu e hospoddrenia
za rok hondiaci sa K uvedendmu délumu v sllade s Medzindrodnymi $tandardami pre finandnd
yykaznichve ¥ zneni prijatom Eurdpskou dniou

Zaklad pre nazor

Audit sme vykonali podfa modzindrodnych suditorskych Standardov (Intermnational Standards on
Auditing - IEA). Nada zodpovednost podla tychlo Standardov je uvedend v odseku Zodpovednost'
auditors ra eudif udlovne] ravierky., Od Spolofnosti sme nezévisll podla ustanovendi zékona

& 423/ 2015 2. z. o Satutérnom audite a o zmene a dopineni zakona &, 431 / 2002 2. r_mﬂnmlr.mr
v mnenl neskordich predpisov (dalej len .zakon o Statutdmom audite™) tykajicich sa etiky, vralane
Eticktho kidexu auditors, relevantnych pre nd8 audil GMovnel cdvierky a spindli sme aj ostatnéd
podiadaviky tychio ustanoveni tykajlcich sa etiky. Sme presvedieni, o auditorské dbkazy, kioré sme
Ziskali, poskytuji dostatodny a vhodny ziklad pre nas ndzor,

Zdbraznenie nisktorych skutoénosti

1. Ahko je uvedond v Poznamks £.2.0. a £.10 prilofens] Gltowne] zdvierky, Spololnosd’ ma dilwduby
hmotny majelok, ku klorému boli v sGlade 5 IAS 3T vytvorend v minulych Gélownych obdobilach
rezervy o envirgnmentdine zafade. K 31.12.2010 bola vidha rezervy posidend a je vo viike
§70tis. EUR na zéklade rostévajicich povinnosti ekologického charakleru, kioré wypljvajl
Spolobnosti v zmysle platnej legislativy SR. Spolofnos! uskutodhuje odhady budicich pefiaZnych
tokov, sivisiacich 8 emironmentalnymi zAvarkami pomocou porovnavania cien, poutitim analogii
s podobnymi aktivitami v minulosti a inymi odhadmi. Vyska rezervy a predpoklady, na zaklade
ktorych bola dand rezerva vypotitand, sa prehodnocuji na roéngj bdze vidy k sivahovému diu.
Hocl tieto odhady si zalofend na najlepdomn poznani akludinych udalosti a postupov, skulotné
vysledky sa mé&u od tychto odhadov I13R.

2. Ako jo uvedend v Pozndmbke 2.2.3 a &.16 prilofene] GElovne] zédvierky, Spoloeinost vykazups rezery
e st spory rhapice se viecerych préwnych nérokov. Naprfznamnejdia rezerva k 31,12, 2019
vo vySke 16,7 mil. EUR je vzhfadom na neisty vysledok na pasivny obchodno-pravny spor s
navrhovalnfam an apolofnasfou LANGILLON LIMITED vo ved ndbrady uslého zisku z dévodu
zmarenia rekondirukcie 2KV, Rozdiel v celkovej vySke pofadovane] nahrady Spoloénost’ nadalei
vykazuje ako podmicneny zévazok. Ako je uvedend v Pozndmbke £.17 b) priloZene) Otlownej
zévierky (Podmienené zaviizky), vodi Spolodnasti je v tejlo veci vedeny sGdny spor o nahradu
Skody vo vylke 51 752 tis. EUR s prislufenstvom. Okresny sid Bralistava [Il Zalobu v celom
rozsahu zamiciol a rozsudok bol potvrdeny Krajskim aidom v Dratislave. Zalobca podal odvolanie.
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Manadment Spololnoeli na ziklade vypracovane] privne] analyzy predpokladd, 2e Zaloba jo
neodivodnend, protode doddvatel (navrhovatol) nedodrial zmluvné povinnosti z jednotlivych
zmiiv. Hoci tielo odhady sl zalodené na najlepiom poznani akiudlnych udalosti a postupov,
skuloéné visledky sa mdZu od tychto odhadov NiSit. Spolotnost vyudiva slufby aj externych
wmlumw:mmmmmww:um
pravdepodobnych vysledkov sporov a potreby tvorby rezervy.

Zodpovednost' itatutérneho orgiénu a osdb poverenych spravovanim za dctovnd zdvierku

Statutdrny orgén je zodpovedny za rostavenie tejlo GEtovne] zavierky tak, aby poskylovala pravdivi a
verny obraz podia medzindrodnych Standardov pre finantné vikaznictvo v zneni prijatom Curdpskou
Gniou @ za lie inlerné kontroly, kioré povaZuje za potrebné na zostavenie G&lovre] zévierky, Klord
noobsahuje vyznamné nesprinvnost, & ui v dosledku podvodu alebo chyby.

Pri rostavovani Oftovne| zévierky je Statultdmy orgdn zodpovedny za zhodnolenie schoprosli
Spolocnosti  nepretrfile pokrafoval vo svojel Cinnosli, a opisanie shulotnost tWkejicich sa
neprelriitého pokralovania v Cinnosti, ak je to polrebné, a za poulitie predpoklady neprelrkitého
pokraCovania v Cinnoslti v OClovniclve, ibade by mal v dmysle Spolotnost dikvidoval alebo ukonGil' jej
tinnost, alebo by nemal in( realistickd modnost neZ tak urobil.

Wﬂmm spravovanim s0 sodpowednéd za dohfad nad procesom finanéného vikazniciva

Zodpovednost audiiora ra audii d¢iovrej rdvierky

Hﬂmmm-mrmpuﬂmm.ﬂmmmmm

wyznamné nespravnostl, & u? v dosledku podvodu alebo chyby. a vydal spravu auditora, vratans

nazoru. Primorand uisienie j@ uistenie vyaokéhn stupha, ale nis @ rdnkou Isha, $8 audt vykonany
podfa medzinarodnych auditorskych Siandardov vidy odhall vyZnamng nespravnost, alk také existuji

Nespravnost madu vznikndr v ddsledku podvodu alebo chyby a za vyznamné sa povaiuju viedy, ak by

sa dalo nddwodnene ofakival, be jednotiivo alebo v sihme by mohli ovplyvnil ekonomicke rozhodnutia

poltivatelov, uskuintnend na rdaklade leio Of0vne] Tdviency

V mimd auding isloantnansho podfa medzindradnych audilorskych étandardov, potas celého auditu

uplathujeme ndborny Gsudok & Fachovivame profesiondlny skepbicizmus. Dikrem loho!

s dentifikujeme o pocudzujomo rizikd viznamnaj nesprévnosti OMovne] zdvierky, & ud v dbaladku
podvodu alebo chyby, navwhujeme a uskutothujeme auditorské posiupy reagujice na teto rizikd a
ziskavame auditorskd ddkazy, kioré s0 dostatofné a vhodné na peskytnutie zdkladu pre ndé nazor,

b 4] pretoie P'U'd'l"ﬂd mbde zahitial dohodu, faltovanie, im wlmﬁ
vyhldsania alabo obidenie iMemaj kantroly.

= Dboznamujeme ea s internymi kontrolami relevaningmi pre audit, aby sme mohli navrhndf auditorské
puhwﬂmﬂmwm alo nie za (dalom vyjadrenia nazoru na efekiivnost internych

. Hudnﬂknuﬂw#mtpnuﬂ:ﬁﬁ&hﬂﬁhﬂﬂdnuﬂumnhmuﬂdammw
odhadoy a uvedenie s nimi stvisiacich informacii, uskulotnend Staluldnmym orgdnom,

» Robime zdver o tom. &i Statutdmy organ vhodne v Gltovnictve poukiva predpoklad nepretrfitého
pokrabovania v Gnnosti 8 na maklade ziskanych audliorskych ddkazov ziver o tom, & exisiuje
vyznamna neistola v advislost s udalosCami alebo okolnosCami, kiord by mohli vyernamnes spochytnil
sohopnosl Spolodnosti nepretriite pokradoval v Ginnostl. Ak dospejeme k rdveru, #a vyrnamna
neistola exisiuje, sme povinnl upozomil v nadej sprave audilora na sivisiace informacie uvedens v
UClovnej cavierhe alebo, ak s0 telo informécie nedostatofné, modifikoval nadd nazor. Nafe zavery
vychadzajl z audhorskych dbkazov riskanyeh do datumu vydania nags) sprivy auditors. Budion
udalosti alebo okolnosti viak maky sphsohbil, 3a spolotnost prestana pokratoval v napretrlite]
Cinnosil.

* Hodnotime celkowvl prezentaciu, &ruktirs @ obsah Oftovne zdvierky wralane informacil v nej
uvedenyeh, akn aj to, & OM0WNE 2evierks zachyidva uskulotnens transakeie a udalosli spisobom,
kiory vadie K ioh varnsmu 2obrazeniu,

S osnbami  poveranymi  spravovanim  komunibwjeme okrem indho o planovanom rozsahu a
harmonograme audilu a o vyznamnych zisteniach suditu, witane véatkych vznamnych nodostothov
intama] konbroly, klond pofas naSho auditu zistimo.
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Spréva k informdcidm, ktoré sa uvadzajd vo vyrodnel sprive

Staluldmy orgdn je rodpovedny za informécie uvedend vo vyTotne] spréve, rostavene| podfa
podiadaviek zakona o Oélovnictve. Nad vyidie uvedeny ndzor na Gllovnd zdvierku sa nevefahuje na iné

informécie vo vyrolne| sprave.

V sivislosli s auditom Odlowneg] zévierky je naSou zodpovednosfou obozndAmenie sa s informaciami

mlwﬁwﬂﬁnﬁm“nmﬂmﬁ G leto informdcie me S0 vo viemsmnom mesdkde s
OEtovnou zévierkou alebo nadimi poznatkami, kloré sme ziskalh polas audilu GClovie

:&ﬂmlw alebo sa inak zdajl byt vyznamne nesprivie.
Vyrolnu spravu sime ku dfu vedania spravy audilora z audilu Glovnej zavierky nemali k dispozicii,

Ked riskame wyrofn( spravu, posddime, & virotnd sprava Spolotnosti obsahuje informacie, ktorych

uvedania vyiaduje xikon o Géiovniches, a na zikiade prac vwhonanych podas apditn O8iownn] z8vierky.

vyladrime nazor, i

= informacke uvedens vo viroCne) sprave zostavensj za rok 2019 si v silade s OSlovnou zévierkou za
dany rok,

= wyrolnd sprava obsahuje iInformicie podla zékona o Gllownictve.

Okremi loho wedisme, & sme zislili vwenamnd nesprinmosti vo vyrofne] spriive na zdklade nasich
poznatkov o GCtowney jednotke a situdcii v nej. kloré sme ziskali potas audilu GElovne] zdvierky.

Banska Bysirica, 26. februdra 2020

BDR, spol. 5 r.o. Banzka Bysirica

M. M. Hod}u 3, 874 01 Bansk:i Bysirica

Licancia SKAu &, B

Obchodny register Okresného sidu Banska Bystrica
Oddiel: Sro, VioZka Sislo: 98/S, 1CO; 00814558

Ing. Mirgsiav Clampor

klitovy auditorsky partnes
hicencia UDVA &. 1068
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R MOORE BDR

Independent Auditor’s Report

concerning the audit of the Financial Statements
and
Report on further requirements of the law and other legal regulations

for the joint-stock company

Zelezniéna spoloénost Slovensko, a.s.
with the registered office in Bratislava

for 2019

INDEPENDENT AUDITOR'S REPORT
to the shareholders of Zelezniéna spoloénost Slovensko, a.s. Bratislava

. REPORT ON AUDIT OF THE FINANCIAL STATEMENTS

Opinion

\We have audited the annexed Separate Financial Statements of Zelezni¢na spolocnost Slovensko,
a.s. with the registered seat in Bratislava, company ID no. 35 914 939, containing the Statement
of Financial Position as on 31 December 2019, Statement of Comprehensive Income, Statement
of Changes in Equity, Statement of Cash Flow for the year ended on the same date, and Notes
to the Financial Statements expressing the summation of significant accounting principles and
accounting methods, and further explanations.

In our opinion, the annexed Financial Statements present a faithful and objective overview of
the financial situation of Zelezni¢na spolocnost Slovensko, a.s. as on 31 December 2019, as well
as the economic results for the year then ended, in accordance with the International Financial
Reporting Standards as adopted by the European Union.

Background to the Opinion

We conductedthe audit pursuantto the International Standards on Auditing (ISA). Our responsibility
according to these Standards is stipulated under the paragraph on the Auditor’'s responsibility
concerning the audit of the financial statements. We are independent of the Company in terms
of the provisions of Act no. 423/2015 on statutory audit and on amendments and supplements
to Act No. 43172002 Coll. on accounting, as amended (hereinafter only the "Statutory Audit Act”)
concerning the ethics, including the Auditor's Code of Ethics, relevant to our audit of the financial
statements. We also met other ethical requirements of these provisions. We believe that the
obtained auditing evidence provides sufficient and suitable basis for our opinion.
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Emphasis on certain facts

1. As stated in Notes no. 2.3 and no. 16 to the annexed Financial Statements, the Company
owns long-term tangible assets, for which reserves on environmental burden were created
in the past reporting periods in compliance with IAS 37. As on 31 December 2019 the reserve
was assessed in the amount of EUR 570 thousand based on the remaining obligations of
ecological nature imposed on the Company in terms of the effective Slovak legislation.
The Company estimates future cash flows related to environmental liabilities via price
comparisons, analogies with similar past activities and other estimates. The reserve amount
and the basis for the reserve calculation are revaluated on an annual basis, always on the
date of the balance. Even if these estimates are based on the best knowledge of current
events and procedures, the actual results may differ from these estimates.

2. As stated in Notes no. 2.3 and no. 16 to the annexed Financial Statements, the Company
reports reserves on lawsuits concerning several legal claims. As on 31 December 2019, the
most significant reserve in the amount of EUR 16.7 million concerned an uncertain result
of a passive commercial and legal lawsuit with the complainant, the company LANCILLON
LIMITED, as regards compensation of lost profit due to failed reconstruction of the rolling
stock. The Company continues to report the difference in the total claimed compensation as a
contingent liability. As stated in Note no. 17 b) of the annexed Financial Statements (Contingent
Liabilities), the Company is a defendant in a law-suit in this matter concerning compensations
in the amount of EUR 51,752 thousand with interests. The District Court of Bratislava lll refused
the complaint in its full scope, and the decision was confirmed by the Regional Court of
Bratislava. The complainant appealed. Based on a legal analysis, the Company management
assumes that the complaint is unjustified as the contractor (the complainant) failed to meet
the contractual obligations resulting from individual contracts. Even if these estimates are
based on the best knowledge of current events and procedures, the actual results may differ
from these estimates. The Company makes use also of services of external legal advisors
and experience from similar previous lawsuits to determine the probable results of lawsuits
and the need to create a reserve.

Responsibility of the Statutory Body and persons entrusted with management of the Financial
Statements

The Statutory Body is responsible for elaboration of these Financial Statements so as to provide
an objective and truthful presentation in compliance with the International Financial Reporting
Standards as adopted by the European Union, as well as for the internal control it considers
necessary to elaborate the Financial Statements without any material inconsistencies whether
due to fraud or mistake.

When preparing the Financial Statements, the Statutory Body is responsible for assessment of
the Company’s ability to continue as a going concern, for description of the facts relevant to
continue as a going concern if necessary, and for applying the going concern assumption to the
accounting, unless it intends to dissolve the Company or to end its activities, or there would be
no other realistic option other than doing so.

The persons entrusted with management are responsible for supervision over the process of
financial reporting of the Company.

Responsibility of the Auditor for the audit of the Financial Statements

It is our responsibility to acquire reasonable assurance that the Financial Statements as such do
not contain material inconsistencies, whether due to fraud or mistake, and to issue the Auditor’'s
Report, including our opinion. A reasonable assurance is assurance of a high degree; however, it
is not a guarantee that the audit conducted pursuant to the International Standards on Auditing
must always disclose material inconsistencies, if any. Inconsistencies might occur due to fraud or
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mistake and are considered significant if there is a reasoned assumption that, individually or in total,

they could affect the economic decisions of the users based on these Financial Statements,

Professional judgement is applied and professional scepticism is maintained within the audit carried

out pursuant to the International Standards on Auditing and throughout the whole audit. Besides:

* \Xe identify and assess the risks of material misstatements in the financial statements,
whether due to fraud or mistake, propose and apply auditing procedures reacting to these
risks, and acquire auditing evidence that is sufficient and adequate to provide a basis for our
opinion. The risk of not discovering a material misstatement due to fraud is higher than such
a risk due to mistake as fraud might include a secret agreement, falsification, deliberate
omission, false statement or evasion of an internal control.

* \Xelearn about the internal controls relevant for the audit so as to be able to propose auditing
procedures suitable for the respective circumstances, however, not with the purpose of
expressing an opinion on efficiency of the Company's internal controls.

* e assess appropriateness of the used accounting principles and accounting methods and
adequacy of the accounting estimates and presentation of the related information as carried
out by the Statutory Body.

* e conclude whether the Statutory Body makes an appropriate use of the going concern
assumption in its accounting and, based on the obtained auditing evidence, we conclude
whether there is a material uncertainty related to events or circumstances that could
significantly affect the ability of the Company to continue as a going concern. If we conclude
that there is such material uncertainty, we are obliged to draw the attention within the Auditor’s
Report to the relevant information presented in the Financial Statements or, if the information
is insufficient, to modify our opinion. Our conclusions are based on auditing evidence obtained
by the date of issuance of our Auditor’'s Report. Any future events or circumstances, however,
can cause the Company to cease its continuation as a going concern.

e We assess the overall presentation, structure and content of the Financial Statements,
including the presented information, as well as the fact whether the Financial Statements
present the carried-out transactions and events in a way leading to their truthful presentation.

We communicate with the persons entrusted with management, besides other, about the
planned scope and schedule of the audit, and on significant findings of the audit, including all
material shortcomings of the internal control discovered during our audit.

Il. REPORT ON FURTER REQUIREMENTS IMPOSED BY LAW AND OTHER LEGAL REGULATIONS

Report on the information presented in the Annual Report

The Statutory Body is responsible for the information presented in the Annual Report prepared
pursuant to the requirements of the Accounting Act. Our opinion above on the Financial Statement
does not apply to other information in the Annual Report.

In respect of the financial statements audit, it is our responsibility to get familiar with the
information presented in the Annual Report and to assess whether the information is not in
material inconsistency with the audited Financial Statements or our knowledge as obtained
during the audit of the Financial Statements, or seem otherwise incorrect.

The Annual Report was not available at the date of issuing our Auditor's Report on the Financial
Statements audit.

When we obtain the Annual Report, we will assess whether the Company’s Annual Report

contains information as required by the Accounting Act and, based on the findings obtained
during the audit of the Financial Statements, we will express our opinion on whether:
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* the information presented in the Annual Report for 2019 is consistent with the Financial
Statements for the same year,
* the Annual Report contains the information in compliance with the Accounting Act.

Besides, based on our knowledge of the accounting entity and its situation obtained during the
audit of the Financial Statements, we will state whether we discovered any material misstatements
in the Annual Report.

Banska Bystrica, 26 February 2020

BDR, spol. s r.o. Banska Bystrica

M. M. Hodzu 3, 974 01 Banska Bystrica

SKAuU Licence no. 6

Companies’ Register of the District Court of Banska Bystrica
Section: Sro, Entry no.: 98/S, Company ID no.. 00614556

Ing. Miroslav Ciampor [signature in hand]
Key Audit Partner
UDVA Licence no. 1068
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ANNEX - Separate Financial Statements of ZSSK for 2019

The Annual Report is annexed with the Separate Financial Statements of ZSSK reported in
compliance withthe International Financial Reporting Standards as on 31 December 2019.
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