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BDR)

gauditoerska firma

DODATOK SPRAVY NEZAVISLEHO AUDITORA

Pre akciondrov, dozornnd radu a predstavenstvo spolo€nosti
Zeleznitnd spolofnost’ Slovensko, a.s. Bratislava

k vyrofnej sprive

v zmysle § 27 odsek 6 zdkona & 42372015 Z.2 o Satutdmom audite a 0 zmene a doplneni zikona & 431/2002 Z.
Z. o aEtovnictve v menl neskorSich predpisov (dalej len zdkon o Sstutdmom audie™).

Owverili sme G&tovnd zdvierku spolofnosti Felemnitnd spolofnest Slovensko, as. so sidlom v Bratislave, 100:
35914 939, (dalej aj ,Spolofnost™) k 31, decembru 2016, uvedend v prilodene] vyTofneg) sprive Spolofnosti,
ku ktorej sme diia 18. februdra 2017 vydali sprivu nezdvislého auditora z auditu Oftovnej mhvierky v
nasledujbeom zneni:

Spriva z auditu G6Etovne] sdvierky
Mizor

Uskutofnili sme audit prilo¥enej Gftovnej zivierky spolofnosti Zeleznifnd spolofnost’ Slovensko, a.s. so sidlom
v Bratislave, ICO: 35 914 939, kiord obsahuje sdvahu k 31, decembru 2016, vikaz ziskov a strit za rok konSiaci
kuvedenému détumu, o pomdmky, kioré obsahuji sihm viznamnfch Gftovnych zdsad a Gftovaych metdd
a d'alfie vysveilujice informdcie.

Podla nishe ndzoru priledend Gftowvnd mévierka poskytuje pravdivy a vemny obraz finantneg) siudcie spolodnosti
Feleznitnd spolotnost’ Slovensko, a.s. k31. decembru 2016 a wvisledku jej hospodirenia za rok kondiaci sa
kuvedenému ditumu podfa zikona & 43072002 Z.z o Gltovaictve v zneni neskordich predpisov(dalej len
weikon o Giovnictve™).

Ziklad pre ndzor

Audit sme vykonali podla medzingrodnych auditorskych Handardov (Intemnational Standards on Auditing -
ISA). Nafa rodpovednost’ podla tychto Standardov je uvedend v odseku Zodpovednost auditora za audit
OEtovnej shvierky, Od Spolofnosti sme nezdvisli pedlia ustanoveni zikona €. 42372015 o Samutdmom audite 2 o
zmene a doplnend zékona €. 4312002 Z. z o GMovnictve v znend neskorfich predpisov (falej len .ziken o
Statutirnom audite™) tykajicich sa etiky, vritane Etického kidexu auditora, relevaningch pre mis audit d&iovne]
zivierky a spinili sme aj ostatné pokiadaviky tychto ustanoveni tykajicich sa etiky. Sme presved@eni, 2o
auditorské dikary, kioré sme ziskali, poskytuji dostatolny a vhodny zéklad pre ndd ndzor,

Zddraznenie niekiorich shutodnost

1. Ako je uvedené v Poznfimke £2.3. a&.15 priloZenej Gfowvnej zévierky, Spolofnost mé dihodoby
hmotny majetok, ko ktorému boli v silade 5 [AS 37 vivorené v minulych OStovnych obdobiach
rezenvy na environmentélne zétade, K 31.12.2016 bola viika rezervy posidend a je vo vyske 405 ns,
EUR na zéklade zostdvajicich povinnosti ekologického charakieru, Ktoréd wyplyvajl Spolofnosti v
zmysle platnej legislativy SR Spolodnost’ uskutodiuje odhady bedbcich pefiainich iokov, sivistacich s
envirenmentalnymi zivirkami pomecou porovnidvania clen, pouditim analdgii s podoboymi aktivitami
v mimulosti a inymi odhadmi. V§Zka rezervy a predpoklady, na ziklade ktorych bola dand rezerva
vypolitand, sa prehodnocuji na roénej bidze vEdy k sivahovému ditu. Hocl tieto odhady si zalofené na
najlepiom poznani akiudlnych wdalost! a postupov, skutoZné visledky sa midu od tychto odhadov 1.

2, Ako je uvedend v Porndmbke €23 a £.15 prilodene) Gétovne] zdvierky, Spolonos! vwkazuje rezervy na
s0dnee spory tykajice sa viacerych privnych nirokov. Najvyznamnejiia rezerva k 3112, 20016 vo witke
16,7 mil. ELUR je vzhladom na neisty visledok na pasiwmy obchodno-prvey spor s navrhovatelfom so
spoloEnoston LANCILLON LIMITED vo veci nihrady wilého zisku z ddvodu zmarenia rekondirukcie
ZEN. Rozdiel v celkove] viske pozadovane] ndhrady Spolofnost’ nadalej vykazuje ako podmieneny
ziviizok. Ako je uvedené v Pozndmke £.16 b) priloZene] Gliovne] sdvierky (Podmienend zéviizky), vodi
Spolofnosti je vigite weci vedeny s@dny spor ondhrade Zkody vo vilke 51752 tis. EUR
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& prishuienstvom. Hoci tieto odbady 50 zlcZené na najlepiom pornani aktudlnych udalost a postupov,
skutofné visledky sa mbdu od tychio odhadov 1@if. Spoloénost vyuliva sluZby &j externch pravnych
poradcov a skisenosti z podobnych predehddzajicich sidnych konani na urfenie pravdepodobnych
visledkow sporov a poireby tvorby rezenvy.

Zodpovednost Standdrreho orpdnu 2a dffovni 2dvierky

Statutimy orgin dftovnej jednotky Zeleznifnd spolotnost Slovensko, a.5. je zodpovedny za zostavenie tejto
Giovae] zévierky tak, aby posioovals pravdivi & vemy obraz podfa zikona o G&towvnicive & za tie intesmé
kantroly, ktoré povaiuje za potrebng na zostavenie Gftovne] zdvierky, kiord neobsahuje vyznamné nesprivnosti,
& uk v ddsledku podvodu alebo chyby.

Pri zostavovani Gftovmej zdvierky je Statutdmy orgdn zodpovedny za zhodnotenie schoprosti Spolofnost
nepretriite pokrafoval’ vo svojej Sinnosti, za opfsanie skutofnosti tykajicich sa nepretrf¥itého pokrafovania v
finmosti, ak je to potrebné, a za pouditie predpekladu nepretriitého pokratovania v Sinnosti v 0ftovnictve, ibade
by mal v imysle Spaloénost’ zlikvidovat’ alebo ukon&it' jej Sinnost’, alebo by nemal ind realistickd mo¥nost’ ned
tak urobif,

Zodpovednost andliora 2a aualll dctovnef sdvierky

Watou zodpovednostion je zlskaf primerand uistenie, & O&tovné zdvierks ako celok neobsahuje vyzmamné
nesprivnosti, & a2 v ddsledku podvodu alebo chyby, a vydat® spriva auditora, vritane ndzoru, Primerand wisienie
je wistenie vysokého stupfia, ale nie jo zdrukou toho, 2o andit vykonany podla medeinirodnich auditorsioich
Btandardov vidy odhali vyamamné nesprivnosti, ak také existujl. Mesprivnosti mdZu veniknidt® v ddsledku
podvodu alebo chyby a za viznamed sa povalujl viedy, ak by sa dalo edévodnens ofakidvat’, 3¢ jednotlive alebo
v sithme by mohli ovplyvnit' ekonomické rozhodnutia poufivatelov, uskutoénené na ziklade tejto détovnej
shvierky.

V rimei suditu wskutolnendhe podls medzindrednych auditorskyeh Standardov, pofas celého  anditu
uplatujeme odbomy Gsudok a zachovivame profesiondlny skepticizmus. Oksem tobo:

& [dentifikujeme a posudrujeme rizikd viznamne] nesprivnosti O8tovnej mvierky, & u¥ v désledku podvodu
alebo chyby, navrhujeme & uskutolfinjeme auditorské pestupy reagujdces na ticte sizikd 8 ziskavame
ouditorské dékary, kioré 50 dostatodné a vhodné na poskymutie zikladu pre ni% nizor. Rizike neodhalenia
viznamnej nespravnosti v dbsledku podvodu je vilie ako toto riziko v disledku chyby, pretofe podvod
mide zahffiarl tajnd dohodu, fal3ovanie, dmyseiné vymechanie, nepravdivé vyhldsenic alebo obidenie interne;
kontroly.

¢ Obomnamujeme sa s imernymi kontrolami relevantnymi pre audit, aby sme mohli navrhndt® aoditorské
postupy vhodné za danych okolnosti, ale nie za Gfelom vyjadrenia nizoro na efektivnost inermnych konirol
Spolotnosti.

¢ Hodnotime vhednest poulitych Bétovopch zdsad a dftovnych metéd a primeranost Gftoviych odhadov a
uvedenie 5 nimi stvisiacich informéeil, wshuiotnend Satutimym orgénom.

¢ Robime zéver o tom, & Salutimy orgdn vhodne v O8ovnicive pouliva predpoklad nepretr¥tého
pokrafovania v Einnosti a na ziklade ziskanych auditorskych ddkazov zdver o tom, & existuje vymamnd
neistots v sdvislosti & wdalest'ami alebo okolnostami, Kloré by mohli viznamne spochybnif® schopnost’
Spolodnosti nepretrXite pokrafovar v Cinmosti, Ak dospejeme k zdveru, Je virnamad pelstots existuje, sme
povinni upozoemit’ v naSej spréve auditora na sdvisisce mformicie uvedené v G8tovnej zivierke alebo, sk si
tisto informécie nedostatoéné, modifikoval nid ndror. Male mévery vychidmijd z avditorskych ddkazov
ziskanych do détumu vivdania nade) sprivy auditora, Budtee udalosti alebo okolnost vEak md¥u splsobit’, e
spolodnost’ prestane pokralovat’ v nepretriitej Cinnosti.

* Hodnotime celkovi prezentaciu, Struktiru a obsah Gfovnej zivierky vritane informécii v nej uvedenych, ako
aj to, & Dftovmd zivierka zachytiva uskotofnené fransakcie a udalosti spdsobom, kiory vedie k ich vemému
zobrazeniv,

Spriva k d'alfim pofiadavikim zdkonov a inych pravnych predpisoy
Sprdva k informdcidm, kioré sa wvddaft vo vrodne) sprive — dodatok sprevy mezdvislého auditora

Statutdrny orgén je zodpovedny za informécie uvedend vo viTolnej sprive, zostavenej podla poliadaviek
mkona o Gftovnictve, NE3 vyEie wvedeny ndzor na O&towvnld zdvierku sa nevztahuje na iné informdcic vo
viToéng sprive.

V svislosti 5 auditom Gétovnej zivierky je nafou zodpovednostiou obomdmenie sa s informéciami uvedenymi
vo viTolnej sprive a posbdenie, & tieto informicie nie s vo vimampom nestlade s auditovanou Gitovnou
zvierkou alebo nafimi pommatkami, ktoré sme ziskali pofas andita Gftovne) zdvierky, alebo sa inak zdaji byt
vyZnamne nesprivoe.
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Posidili sme, & vyroénd spriva Spoloénosti obsahuje informicie, ktorfch uvedenie vyladuje zikon o
Getovnictve,

Ma riklade pric vykonangch podas auditu G8tovnej zivierky, podla ndZho ndzoru:

* informécie uvedené vo vyrodnej sprive zostavenej za rok 2016 si v silade s Gftovnou zivierkou za dany rok,
*  viTodnd spréva obsahuje informécic podla rikona o détovnicive,

Okrem toho, na zéklade natich pomatkov o Gltovne] jednotke a situdeli v nej, ktoré sme ziskali podas auditu
btovne] zdvierky, sme povinnl wviest, ¢i sme zistili vyznamné nesprivnosti vo viroéne] sprave, klori sme
dostali pred ditumom vydania tejto sprivy asditora. V' tejlo sdvislost neexistuji zistenia, ktoré by sme mali
wviest.

Bansi Bystrica, 19.aprila 2017

BDE, spol. 5 r.o. Banski Bysirica

M.M.Hodtu 3, 974 01 Banské Bystrica
Licencia SKAu . & :
Obchoday register Okresného sidu Banska Bystrica f<5
Oddiel: Sro, Vio#ka Eislo: 98/5, IC0: 00614556 :
Nezdvisly den Mpore Stephens International Limited

Ing. Dudmila Svitojanska Kinova, MBA
klfaéovy auditorsky partner
licencia SKAu & 936
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Auditing Firm

SUPPLEMENT TO THE AUDITOR’'S REPORT

To the shareholders, the Supervisory Board and the Board of Directors
of Zelezni¢na spolocnost Slovensko, a.s. Bratislava

concerning the Annual Report

in terms of Article 27 (6) of Act No. 423/2015 Coll. on Statutory Audit and on Amendments and
Supplements to Act No. 431/2002 Coll. on Accounting, as amended (hereinafter only the “Statutory
Audit Act”).

\We have audited the Financial Statements of Zelezni¢na spoloc¢nost Slovensko, as. with
the registered seat in Bratislava, company ID no. 35 914 939 (hereinafter referred to as
the Company), as on 31 December 2016 annexed to the Annual Report of the Company, to which
we issued the Independent Auditor’'s Report on 28 February 2017 as follows:

Report on the Financial Statements Audit
Opinion

\We have audited the annexed Financial Statements of Zelezni¢na spolocnost Slovensko, a.s.
with the registered seat in Bratislava, company ID no.: 35 914 939, containing the Balance Sheet
as on 31 December 2016, Profit and Loss Statement for the year ended on the same date, and
Notes 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 2016, as well
as the economic results for the year then ended, in accordance with Act No. 431/2002 Coll.
on Accounting, as amended (hereinafter only the Accounting Act.

Background to the Opinion

We conductedthe audit pursuant to 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.

Emphasis on certain facts

1. As stated in Notes no. 23 and no. 15 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 2016 the reserve
was assessed in the amount of EUR 405 thousand based on the remaining obligations
of ecological nature imposed on the Company in terms of the effective Slovak legislation.
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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. 23 and no. 15 to the annexed Financial Statements, the Company
reports reserves on lawsuits concerning several legal claims. As on 31 December 2016,
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. 16 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. 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 for the Financial Statements

The Statutory Body of the reporting entity - Zelezni¢na spolocnost Slovensko, as. - is responsible
forelaboration of these Financial Statements so as to provide an objective and truthful presentation
in compliance with the Accounting Act, 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.

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 materialinconsistencies, whether due to fraud or mistake, and to issue the Auditor’s
Report, including its 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 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:

e We 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 a fraud might include a secret agreement, falsification, deliberate
omission, false statement or evasion of an internal control.

e \We learn 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.



ANNUAL REPORT

2016

e We 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 We 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 e 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.

Report on further requirements imposed by law and other legal regulations

Report on the information presented in the Annual Report - Supplement to the Independent
Auditor’s 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.

We have assessed whether the Company’s Annual Report contains information as required
by the Accounting Act.

Based on the findings obtained during the audit of the Financial Statements, our opinion is that:

o the information presented in the Annual Report for 2016 is consistent with the Financial
Statements for the same year,
e 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 we obtained before issuing the Auditor's Report. In this
respect, there are no findings to be reported.

In Banska Bystrica, 19 April 2017

BDR, spol. s r.o. Banska Bystrica

M.M.Hodzu 3, 974 01 Banska Bystrica

SKAU Licence no. 6

Companies’ Register of the District Court of Banska Bystrica

Section: Sro, Entry no.: 98/S, Company ID no.. 00614556

An independent member firm of Moore Stephens International Limited

Ing. Ludmila Svatojanska Kinova, MBA [signature in hand]
Managing Partner
SKAu Licence no. 936
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FOREWORD OF THE CHAIRMAN OF THE BOARD OF DIRECTORS
AND DIRECTOR GENERAL

Dear customers and business partners!

In 2016 we reached several milestones that moved us forward in our effort to become a modern
nationaltransport operator. We were successfulin achieving better business results than planned.
Compared to the previous year we transported more passengers, renewed operation of InterCity
trains and added the title of “National Transport Operator” to our logo.

Thanks to modern solutions for maintenance planning and the strategy focusing on revenues
increasing, in 2016 we were able to reduce the loss of 2015 from EUR 589 down to 5.15 million.
At the same time, this positive result is better by more than EUR 300 thousand than assumed
by our plans. We are glad that the annual trend of reducing the loss of previous years was
successfully confirmed also in the last year. In the period of 2013 to 2016, the improved business
result of the Company accounts for almost two million euro (1954 million). Our goal is to be
amodern and efficient transport operator, and a leader in mobility and approach to customers. \We
wish to be a reliable and safe company, an attractive employer responsible to the environment.
It is the Company’s ambition to achieve a balanced budget in the horizon of four years.

A positive trend was seen also in passenger transport. Last year we transported 65.6 million
passengers, of which two fifths (26.7 million) were transported free-of-charge, which represents
an almost 15-percent increase. The final balance of year-on-year increases from 2013 to 2016
thus amounts to 21.3 million passengers.

A special feature of the last year was the fact that we lost our flagship product of InterCity trains
in the course of the year when their operation was cancelled in January. However, already from
the next new train timetable starting in December we put them back on rail. We even linked their
re-launch with a new concept of fast connection between the West and the East of Slovakia. This
goal has been gradually attracting attention of passengers who appreciate not only the speed
but also the journey time from Bratislava to KoSice of 4 hours and 42 minutes and, foremost,
the travelling reliability. The journey time is not final, we feel ambitious to make the trip even
faster.

ZSSK is a network-wide transport operator that dispatches more than 1,450 trains daily, offers
comprehensive services in public interest and provides for mobility of inhabitants throughout
the whole Slovakia. We put an emphasis on our role in railway transport by requesting the
Industrial Property Office of the Slovak Republic to add the title of the "National Transport
Operator” to the logo of ZSSK. We are proud to bear the title,

The investments into the rolling stock fleet renewal were not as massive as in the previous years
when ZSSKimplemented projects co-financed from the European Union funds (EUR 570 million)
since 2008, nevertheless, investments of more than EUR 41 million helped to modernise 15 pieces
of passenger coaches, 5 motive power units, and to enhance the interior of further 11 passenger
coaches. Our aim for the next years is to invest more than one billion euro to renewal of the rolling
stock fleet and to establish operation and maintenance centres throughout Slovakia.

When balancing all pluses and minuses, | believe we can consider 2016 a successful year.

Yet again we are closer to more satisfied partners, customers as well as employees whose
professional work deserves a special emphasis. Our Company has an immense human potential
and I am very glad | can rely on them in the future.

Filip Hlubocky
Chairman of the Board of Directors and Director General of ZSSK



ANNUAL REPORT 2016

COMPANY PROFILE

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

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

Established on: 13 December 2004
Share capital: 212,441 mil. EUR

ZSSK is a joint-stock company with the seat in the Slovak Republic (SR), founded on 13 December
2004 and entered into the Companies Register of the District Court of Bratislava | as of 1 January
2005, Its founder and the 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 SR) with the seat at Namestie slobody 6, 811 06 Bratislava. The Company 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 in the S13 sector - 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 Transport Services in Public
Interest concluded pursuant to Act of the Slovak National Council no. 514/2009 Coll. on transport
by railas amended, between ZSSK as the transport operator and the State (represented by MTC
SR) as the contracting authority.

The bodies of the Company:

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 ZSSK in 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.

10



ANNUAL REPORT

2016

BOARD OF DIRECTORS OF ZSSK

Ing. Pavol GABOR

Mgr. Filip HLUBOCKY

Ing. Lubomir HUSKA

Dipl. - Ing. Patrik HORNY

Ing. Igor KRSKO

Ing. Karol MARTINCEK

Chairman of the Board of Directors
Director General of ZSSK
From 26 April 2012 to 17 June 2016

Chairman of the Board of Directors
Director General of ZSSK
Since 18 June 2016

Vice Chairman of the Board of Directors
Economy Division Director of ZSSK
From 26 April 2012 to 17 June 2016

Vice Chairman of the Board of Directors
Economy Division Director of ZSSK

Since 21 June 2016

Member from 18 June to 20 June 2016

Member of the Board of Directors
Operation Division Director of ZSSK
From 26 April 2012 to 17 June 2016

Member of the Board of Directors
Business Division Director of ZSSK
Since 18 June 2016

11



ANNUAL REPORT 2016

SUPERVISORY BOARD

Ing. Jaroslav MIKLA Chairman of the Supervisory Board
Since 1 September 2015

Mgr. Ladislava CENGELOVA Vice Chairman of the Supervisory Board
Since 9 September 2015

Ing. Stefan HLINKA Member of the Supervisory Board
From 15 August 2012 to 17 June 2016

Ing. Martin KAPITULIK Member of the Supervisory Board
Since 18 June 2016

Ing. Vladimir LUPTAK Member of the Supervisory Board
From 15 August 2012 to 17 June 2016

Peter CIBULA, Mgmt. Member of the Supervisory Board
Since 18 June 2016

Jozef HLAVATY Member of the Supervisory Board
Since 20 January 2010

Peter DUBOVSKY Member of the Supervisory Board
Since 23 January 2015

Based on Act no. 423/2015 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.
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SCOPE OF BUSINESS

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

1) operation of transport on the railway network - nationwide and regional railways,
2) engineering activities, except for selected construction activities,
) advertising and promotional activities,
copying and photographic activities,
organisation of education in the field of railway transport,
) manufacturing of spare parts for machines and mechanisms,
7)  purchase of goods for purposes of their sale to other sole traders (wholesale trade),
8)  purchase of goods for purposes of their sale to the final consumer (retail trade),
9 intermediary activity within the scope of free trade,
10) lease of real estates including provision of supplementary services,
11) domestic irregular bus transport,
12) domestic freight road transport,
13) exchange activities,
) software provision - sale of ready-made programmes under the contract with the author,
15) automated data processing,
) advisory and consultancy activities,
17) accounting consultants’ services,
18) bookkeeping,
19) forwarding,
20) repairs of machines,
21) repairs of road motor vehicles,
22) provision of mailing services,
23) lease of transport vehicles and mechanisms,
24) lease of consumer and industrial goods,
25) publishing activity within the scope of free trade,
26) storage,
27) activity of the chief clearance agent,
) metal working,
29) geodetic and cartographic work,
) running of technical libraries,
31) operation of railway lines - sidings,
32) operation of rail transport on railway lines - sidings,
33) carrying out of inspections, maintenance, repairs, reconstruction and revision of
specified technical pressure devices,
34) carrying out of assembly, inspections, maintenance, repairs, revisions, testing and
servicing of specified technical electric devices,
) welding of rolling stock,
36) heat production,

37) operation of transport on a special line - Detska zeleznica (Children’s Railway) in Kosice,

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

39) carrying out of inspection, servicing, revision and testing of selected technical gas
equipment,

40) carrying out of inspections, maintenance, repairs, servicing, revisions and testing of
specified lifting devices,

41) transport of rolling stock of foreign undertakings by passenger trains,

42) luggage storage.

13
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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. 01/2007/5D/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/Z25 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

Authorisation of the Transport Authority no. D - 10/2014 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-SZDD/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

14
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PASSENGER TRANSPORT

During 2016, 65,606 thousand passengers were transported by rail, which meant an increase
by 10,258 thousand passengers against the plan, i.e. fulfilment of the planin 118.53 %. In comparison
with the last year 8,331 thousand passengers more were transported, i.e. a year-to-year increase
by 14.55 %, of which:

e national transport recorded increase of passengers against the plan by 9,997 thousand
passengers (19.27 %) and a year-to-year increase by 8,189 thousand passengers
(15.25 %), of which IC trains saw increase of passengers compared to the plan by 11 thousand
passengers, and a year-to-year decrease by 290 thousand passengers,

e international transport recorded increase against the plan by 261 thousand passengers
(755 %) and a year-to-year increase by 142 thousand passengers (3.97 %).

The total transport volume in passenger-kilometres in 2016 amounted to 3,193,722 thousand
passenger-km, which meant increase by 187,502 thousand against the plan (6.24 %). Compared
to the last year, the transport performance increased by 112,475 thousand passenger-km (3.65 %).

A significant year-to-year increase of transported passengers and passenger-km in national
transport was influenced primarily by introduction of free-of-charge services for chosen groups
of citizens, i.e. by changing the transport and tariff conditions for transporting passengers by trains
according to the Contract on Transport Services in Public Interest concluded on 17 November
2014. The year-to-year decrease in passengers transported by IC trains was affected mainly
by cancelled IC train operation as of 18 January 2016 (the operation of IC trains was renewed
since 11 December 2016). These changes brought along a year-to-year drop in revenues from
transport fare.

The total transport volume in train-km including replacement bus transport in 2016 amounted
to 31,477 thousand train-km, which meant an increase by 146 thousand train-km against
the plan (0.47 %). Compared to the last year, it decreased by 379 thousand train-km (-1.20 %) due
to cancelled operation of IC trains as of 18 January 2016.

Development of volumes in passenger transport:

Total passenger transport| 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 |2016/2015

Transport volume

(million passenger-km) 2166,20 | 219420 | 2147.96 |2 278,66 | 2249,07 | 2291,27 | 2 431,72 | 2 413,49 | 2 421,95 | 250313 | 308125319372 | 1,04

Passengers

(million) 49054 | 47021 | 45508 | 47184 | 45342 | 45004 | 45959 | 43445 | 44.287 | 47286 | 57275 | 65606 1211

Transport volume

(million train-km)/ 31785 | 32,068 | 32,060 | 32,002 | 31980 | 32048 | 31331 | 30559 @ 30438 | 30791 | 31,856 | 31477 1,035

*/ train-km including replacement bus transport

70 000
60 000

50 000

40 000
30 000
20 000
10 000

0]

2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016

m Transported passengers (thousand) m Transport volumes (million train-km)
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QUALITY MANAGEMENT SYSTEM, CERTIFICATES

Integrated Management System

The introduced integrated management system (IMS) 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, employee training, and occupational
health and safety, and guarantee that the activities are carried out in compliance with
the requirements of the respective standards.

At the moment, the Integrated Management System applied by ZSSK includes the following
certified products:

ticket sale
employee training

HEAE 18001 provision of passenger transport
i & 5 | services by rail

gl & Salety

Between 30 May and 1 June 2016 the certification firm SGS Slovakia spol. s r.o. carried out
the second review audit of IMS in terms of the requirements of ISO 9001 (Quality) and OHSAS
18001 (Occupational Health and Safety).

The audit assessed the level of integration of individual systems and, at the same time, confirmed
the continuing validity of the certificate on quality and occupational health and safety.

SM Quality SM OHS
pursuant to ISO 9Q001: 2008 pursuant to OHSAS 18001: 2007

B - D
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STRATEGIC OBJECTIVES

Who we are

We are atransport company providing passenger railway regional, long-distance and international
services. We provide for a mutually interconnected network services from regional trains to trains
of a higher category. In cooperation with foreign transport operators we offer sale of transport
documents to travel throughout the whole Europe.

Our goal

We wish to be the railway transport operator of the first choice for the customers as well
as for the public service contracting authorities. Therefore, we have to take a clear position
on the open market as an innovative leader in mobility and approach to customers, with a firm
standing in the railway sector.

How to achieve our goal

e e concentrate on the customer and try to make the use of our services easier and more
pleasant

e e invest into renewal of the rolling stock fleet and introduce modern rolling stock into
operation

e e introduce modern technologies of handling the passengers and sale of tickets

e e develop the key competencies of our employees through targeted trainings
and education

e e will achieve a better reliability of train operation and quality of delivered services
by establishing a network of workplaces for repairs and technical and hygienic maintenance

We care about our passengers

2016 saw continuing modernisation of our trains, focusing on the quality enhancement
and extension of the offer of our services pursuant to the customer needs, by which we intend
to stabilise the trend of increasing passenger numbers. Improving the vehicle quality and more
efficient services of regional and long-distance transport is one of the main pre-conditions
for achieving the objectives of ZSSK

In this period other projects co-financed from the EU funds were under preparation
and implementation, focusing on procurement of new and modernised rolling stock,
as well as projects on enhancing the level and safety of communication within railway activities
in transport hubs.

Project preparation for establishment of workplaces of technical and hygienic maintenance
of rolling stock was completed, where the three top-priority workplaces will be constructed by
2020. We wish to continue our efforts further and believe that passengers have seen it in better
quality, approach to customers and their needs.

\X/e offer 24-hour services of a contact centre to our customers. We intend to make the offered
services more attractive through a marketing mix redesign in order to keep the existing customers
and attract new ones.

A marketing portfolio was prepared for commercial trains that were again introduced into

operation in December in order to stabilise the segment and to achieve positive economic results
within the horizon of three years.
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In 2016 the pilot operation was continuously tested and evaluated on three lines of Humennée -
Stakcin, Trnava — Kuty and Cadca - Makov within the “SMS ticketing" project. At the beginning
of the year, purchase of tickets and reservations for passengers entitled to free-of-charge
transportation as well as reservations for holders of MAXI KLASIK card through mobile phone
text messages was launched via the Contact Centre.

As a nationwide transport operator we see our irreplaceable role in improving the travelling
conditions for people with health disabilities. We are the only operator offering options
of a comfortable journey throughout the whole state to this citizen group. We participate
in projects that will make use of our services easier for passengers with reduced mobility.

ZSSK is ready to react to the challenges brought along by modernisation of the infrastructure,
entry of competitors on the transport market, possible increase in prices of electric energy
and fuels, and to make use of the options of transport integration and further renewal of the rolling
stock fleet co-financed from the EU funds.

18
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ECOLOGY

Given its advantages, railway transport has the least negative impact on the environment,
the highest safety level among land transport modes, and the lowest energy consumption.
It is among the most important transport modes within the society's transport system. The aim
of ZSSK and its activities is to maintain this dominant position of railway transport.

In 2016 the environmental activities of ZSSK focused on finding a solution to the issue
of an environmental burden related to the projected construction of “Technical and hygienic
maintenance of rolling stock in Nove Zamky"

The Slovak Ministry of the Environment changed the Decision of the District Office of Nitra
on specifying the obliged entity for the respective environmental burden and made ZSSK the
obliged entity. ZSSK filed a remonstrance against the Decision of the Slovak Ministry of the
Environment.

Similarly, specification of the obliged entity for the environmental burden at the locomotive
depot in Filakovo is in the process, where the District Office of Banska Bystrica has not decided
yet. These are both old ecologic burdens that were not caused by activities of ZSSK.

In the respective period, the environmental activities of ZSSK followed a chief objective
of waste management, namely prevention of waste production. Selected workplaces (with
high concentration of administrative activities) are included into municipal waste separation
and separation of specific waste items. Separation of individual parts of dangerous and other
wastes generated by operation and maintenance was aimed at the effort to reduce the volume
of produced waste and, at the same time, to increase the material and energy use.

The following activities were also related to the environment protection: inspections of observance
of individual legal provisions applicable to the environment, monitoring of released waste water
quality and underground water quality, notifications in terms of the Waste Act and Air Act.

No extraordinary events related to worsening of water quality and caused by activities of ZSSK
as a consequence of leaked pollutants occurred in 2016.

19



ANNUAL REPORT

OWNERSHIP INTERESTS OF ZSSK as on 31 December 2016

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

Number of shares Share against the As on 31 December | As on 31 December
(pieces) as on o uist’ in % 2015 2016
31/12/20016 quity in % in thousand EUR | in thousand EUR
EUROFIMA 1,300 0.50% 5.625 5.675
Bureau Central de Clearing, s.cr.l. o
Brussels (BCC) 1 068% 1 1
Total X X 5,626 5,676

In 2016 ZSSK did not obtain any new shares.
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BUSINESS RESULTS

The Separate Financial Statements of ZSSK for 2016 are reported pursuant to the International
Financial Reporting Standards.

Business result

The business result of ZSSK planned for 2016 was a loss amounting to EUR 5,457 thousand.
The actual business result ZSSK achieved was a loss of EUR 5,152 thousand.

Actual figures Actual figures

In thousand EUR 31 December 31 December |Difference = 0120}2); 15
2015 2016

Revenues

Passenger transport and related revenues 90, 003 90, 635 632 1.01

ICompensation from Contract on Transport Services in Public 226,106 238, 310 12,204 105

nterest

Other subsidies 32, 286 31, 826 -460 0.99

Other net operation (costs), revenues 9,715 3,308 -6, 317 0.35
358, 110 364,169 6, 059 1.02

Costs

Consumption and services -177. 724 -178, 683 -059 1.01

Personnel costs -97, 636 -101, 835 -4,199 1.04

aDSeSperticiation, amortisation and impairment of tangible -86. 649 -85, 970 679 099
-362, 009 -366, 488 -4, 479 1.01

Financial (costs) revenues

Financial revenues 9 73 64 8.11

Financial costs -3.329 -3,.719 -390 112

Net financial derivatives -193 -111 82 0.58

-3,513 -3,757 -244 1.07

Tax costs 1523 924 -599 0.61

Profit (loss) in the accounting period -5 889 -5,152 737 0.87

Other comprehensive results:

Items not to be reclassified into results 650 -526 -1,176 -0.81

Revaluation of employee benefits (IAS 19) 650 -526 -1,176 -0.81

Items that can be reclassified into results o 0 (o)

Other comprehensive results in the accounting period 650 -526 -1,176 -0.81

Total comprehensive results in the accounting period -5, 239 -5,678 -439 1.08

Profit (loss) development in thousand EUR

Business 2013 2014 2015 2016
result

-4 000 =3 TH)

-5 889
-6 379
-7 105
-8 000
04 /

-12 000

—4—Business result

In 2016 ZSSK did not expend any costs on research and development.
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INDICATORS

. Actual figures | Actual figures . Index
_

thousand

Costs EUR 382,571 376, 108 -6, 463 0.08
Revenues ! 376, 682 370, 956 -5, 726 0.08
Expensive ratio 1.02 1.01 -0.01 1.00
Operating revenues without 05, 635 95, 647 12 1,00
compensation from public service
contract and subsidies thousand
EUR

Operating costs without 271,149 282, 062 10, 913 1.04
depreciation
Coverage of costs by revenues % 35.27 33.01 -1.36 0.96
Liabilities without accruals and thousand
deferrals® EUR 439.183 453,093 13,910 103
Total assets ! 1031, 398 1013, 941 -17, 457 0.08
Total indebtedness without o
accruals and deferrals * % 42:59 44.72 214 105
Current assets tth)EUJSnd 56, 832 80, 836 24, 004 142
Short-term liabilities without .
accruals and deferrals” 160. 889 178,547 17.658 i
Total liquidity 0.35 0.45 0.10 1.29
Loans + aid th%ujsnd 311, 793 341, 646 20, 853 110

thousand
Total assets EUR 1031, 398 1013, 941 -17, 457 0.098
Loan encumbrance of assets % 30.23 33.69 3.46 1.11

") 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

Current members
of which: Board of Directors 31 18

Supervisory Board 16 20

Former members

of which: Board of Directors 15
Supervisory Board 3
Total remuneration: 47 56

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

ZSSK does not report any significant events after the date of the Statement of Financial Position.
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SETTLEMENT OF THE REPORTED BUSINESS RESULTS OF 2016

In 2016 ZSSK reached accounting loss of EUR 5,151,553.78. Proposal of settlement of the reported
business results:

In its Decision no. 44/RA-2017 of 18 June 2017 the sole shareholder approved of the loss
settlement in the amount of EUR 5,151,553.78 for the reporting period of 2016 by its recognition
on account 429 - Unpaid loss of past years.
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The planned number of employees as on 31 December 2016 was 6,000, while the actual number

HUMAN RESOURCES

as on 31 December 2016 amounted to 5,924, which was less by 1.27% compared to the plan.

Compared to 2015 ZSSK saw a decrease in the recorded number of employees from 5,949

to 5,024 in 2016, which is less by 0.42 % of employees.

Recorded number of employees:

Total no. of ZSSK employees 2088 2045
5949 5924
Managing processes 135 141
Business Division 1, 066 1, 076
Operation Division 3,195 3,182
Economy Division 74 77
Services Division 383 368
Maintenance Division 1, 096 1, 080

Break-down by sex:

Sex of employees

Men

3,881

3,830

Women

2,068

2,004

The average wage in ZSSK in 2016 reached the amount of EUR 990.50. Compared to 2015

(EUR 956.25) the average wage increased by EUR 34.25, which is an increase by 3.58 %.

Out of the total number of 5,024 employees; 714 were at the age below 29; 871 employees were

Age structure of the employees in 2016

at the age of 30 - 39; 2,023 employees at the age of 40 - 49; 2,087 employees at the age of 50
- 59; 186 employees at the age of 60 - 62 and 43 employees above 62.

2500 -
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0
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Age structure of ZSSK employees
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mAson 31/12/2015
943
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27
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Age category
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The above indicates that compared to 2015 ZSSK saw a decrease in the number of employees
in 2016 in the age categories of 30 - 39, 40 - 49 and 60 -62 years of age. Contrarily, the numbers
of employees increased in the age categories of 18 - 29, 50 - 59 and over 62.

Due to 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 ZSSK is 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 2016 included, in particular, locomotive drivers trainings
organised three times, twice-held Open Door Days in six Depot Operation Centres/Operation
Centres, a promotional event called "Transport Studies’, an internal graduate scheme of ZSSK,
as well as an attractive cooperation with secondary schools and universities that signed Mutual
Cooperation Agreements with ZSSK,

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.

As on 31 December 2016 the average age was 4539, which is more by 0.06 % compared
to 31 December 2015 (45.36 years of age).

Education structure of the employees in 2016

Education structure of ZSSK employees
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As regards the education structure in 2016, there was an increase of qualified employees
compared to 2015;

e Full secondary vocational education with diploma by 33 employees
e Full secondary general education with diploma by 1 employee.

e University education (bachelor's degree) by 4 employees

o University education (master's degree) by 29 employees.

There was reduction in employees with:

e Unfinished elementary education by 1 employee

e Elementary education by 5 employees

e Apprenticeship (two-year) by 3 employees
e Secondary vocational education without diploma by 83 employees
e Full secondary specialized education with diploma by 1 employee.

As regards the percentages, the major group of ZSSK employees is represented by employees
with full secondary specialized education with diploma amounting to 1,813 (30.60 % of the total
employee number), employees with secondary vocational education with diploma amount
to 1,724 (29.10 %). 15.11 % of the total number of ZSSK employees have university education.
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NUMBER AND TYPES OF RECEIVED COMPLAINTS

Motions, petitions, claims as well as comments to the train timetable recorded by ZSSK serve,
besides other sources, as a source of information to enhance the quality and services delivered
to the customers. Other forms of filings, such as appraisals, proposals, ideas by customers as well
as the Company employees are also used for this purpose.

The following graphs show the total number of first customer filings, and serious and repeated
filings recorded between 2012 and 2016, as well as their qualitative indicator - their justification.

Total number of filings

4500 4143
4000
3500
3000
2500
2000
1500
1000

500

3739

2 807

=@="Total number of filings

2012 2016

2013

2014 2015

Total justification

80,00% 70%
70,00%
60,00%
50,00%
40,00%

30,00% ==@==Total justification
20,00%
10,00%
0,00%
2012 2013 2016

2014 2015

The records of claims filed with ZSSK in selected indicators in years 2012 - 2016

. Value
Indicator

2012 2013 2014 2015 2016
Total number of claims 2,807 2,919 3, 269 4,143 3,739
of which: certified trains 84 127 103 97 o}
sale of tickets and free-of-charge

210 2 2 06

transport ! 55 /3 7 497
OHS 72 73 106 105 107
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The shortcomings of certified trains concerned:
o certified trains were not operated in 2016

The shortcomings of ticket sale and free-of-charge transport concerned:
continuing shortcomings in ticket sale via internet, complicated internet sale

filling-in of personal data during internet sale

inaccessibility — sold-out allotment of tickets for free-of-charge services
discontentedness with the credit system

increased frequency of passengers

travelling comfort, cleanliness of coaches, toilettes

The shortcomings of occupational health and safety concerned:
e passengerinjuries - passengers trapped by doors when boarding or getting off a train, falls

e intrusion by Roma citizens, homeless people
e Guards of LS Nase Slovensko political party on-board trains
e trains stopping elsewhere than at the platforms, getting off in the track yard
The recorded shortcomings concerning transport of immobile passengers were minimal.

The share of the so-called internally justified complaints amounted to 41.86 % in 2016.
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ORGANISATIONAL STRUCTURE OF ZSSK 1 - 31 December 2016

General Assembly

Supervisory Board

Board of Directors

Internal Audit Service Centre
Director General
Office
of the Director
General
Departmert Human Inspection Communication EU Project
of Strategy and Resources and Supervision Department Management
Internationd Relations: Department Department P Department
Business Operation Economy Services Maintenance
Division Division Division Division Division
. Operation Accounting Legal Maintenance
Mserlg(;gzg Preparation and Taxes Services and Repair
Section Section Section Section
Customer Operation Financial Facility Technolo
Services Management Management Management 9y
. : Section
Section Section Section Section
Railway
. Controlling Logistics
Clearing .
. Section Section
Section
Information
Technology
Section

ORGANISATIONAL UNITS

ZSSK has no organisational units.
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LIST OF USED ABBREVIATIONS

BCC Bureau Central de Clearing, s. c.rl. Brusel

EU European Union

IC trains Commercial trains

IMS Integrated Management System

ISO norms Quality norms

LS NasSe Slovensko Kotleba - Ludova strana Nase Slovensko

MTC SR Ministry of Transport and Construction of the Slovak Republic
ME SR Ministry of the Environment of the Slovak Republic
NRFC Non-repayable financial contribution

OHS Occupational health and safety

OHSAS norms Norms for occupational health and safety

PSC Public service contract

RS Rolling stock

URZD Railway Regulatory Authority

ZSSK Zeleznicna spolocnost Slovensko, a.s.

ZSSK CARGO Zeleznicna spolocnost Cargo Slovakia, a.s.

ZSR Zeleznice Slovenskej republiky

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

Ing. Jozef FAZIK
Charge de Mission

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

16 rue Jean Rey
F-75015 Paris

)

@ 330144492114
X fazik@uic.org
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AN INDEPENDENT AUDITOR’'S REPORT to the Separate Financial
Statements as on 31 December 2016

BDR

auditorskd firma

SPRAVA NEZAVISLEHO AUDITORA

z auditu uétovnej zavierky
a
Spriava k d'aliim poZiadavkim zdkonov a in¥ch privayeh predpisov

pre akeiova spoloénost’

Zelezniénia spolodnost’ Slovensko, a.s.
Bratislava

za rok 2016
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BDR

auditorakd firma

SPRAVA NEZAVISLEHO AUDITORA
Pre akeiond rov spolodnosti Zelernidni spolot nost’ Stovensko, a.s. Bratislava
Spriva ¢ audite ediovee) svierky

easor

Ushutocnili sme audit prilozene) Gctovnei zavierky spolodnosti Felernitnd spolotnost Slovensko, a s w sidlom
v Hratslave. H:ﬂ!.“-""i'ﬁﬂ,MMMHJI.MEIE.WMMI‘#“[* kvl i
k uvedenému ditumu, 3 porndmky. kioré obsabujs sihm virnamnych otovmych sbaad a Bftovmich mesnd
o Falise vyswerlujdce informicic.

PodFa nddho ndeors prilokend Gliovea zavierka poskyiuje pravdivy' o verny obraz finandne sinsicie spolocmoan
Zebeanibnd spolobnost’ Shovensho, as. k31, decembra 2016 a viskedhu jej hospodarenia za rok kondiaci
k wvedemémua dibamu v silade w0 zibkonom o diovnicive.

Zitldadd pre mdzor

Audit sme vikonali podfa medzindrodnych auditorskych Standardov [Imernational Standards on Auditing -
15A). Naias rodpovednowt’ podfa nichio Sandardov jo evedena v odseku Zodpovednost auditors za sudit
bltovne) sivierky. Od Spolodnosti sme nezivisli podlfa ustamovend zikona £ 4332013 o bassdmom audie a o
omeene @ dopleend shkona & 430002 7. 2 o ddiovidctve v mmend neskortich predpisov (Talej len . zikon o
Utatutimom audite™) tykajicich s etiky, vritene Elického kidexuy audilors, relevantnich pre ndd sudil aiovee)
mivierky a sphaili sme aj ostatné poladavicy fychto wstanovenl fykajicich sa etiky. Sme presvediend, e
auditorike dokary, kioré sme riskali. poskytupt dostasiodey & vhodmy raklad pre ndd ndzor.

Sdcrarnmiy miokioryoh sherodmosn

1. Ake je uvedend v Poandmbke £2.3. al.1¥ prilotent Gioveej dvierky, Spolodnos’ mi dihodoby
bty mageiok, by kiordmu boli v silade s IAS !Tmrmmmm
FeFeTvy na envimnmentblne rifale. K 30,02 2006 boda wyika repervy posddond a je vo vitke 405 tis,
EUR na thh rostivaucich povinnosti chologackébo charakieru, bioré vyplyvaju Ep-ulu-!m v

v mimulost 3 mymi odhadmi. Vyika rerervy a predpoklady. na miklade korych bola dand rezerva
wypoditand, sa prehodnocupl na rofng bdee vidy & sivahovému dibu. Hocl tieio odhady sl zalakend na
i bepebom pornami akisklnech wdalosti a postupoy, skutodng vislediy sa midlu od iichio pdhadow lite',

2. Ak je uvedend v Pormbmbe £33 0 215 prilabenc) Gfiovne) sivierky, Spolofmost’ vwkaruje rezervy ma
sidne spory rpkajice @ visceryeh privaych ndrokov, Majvyrmamnejtia rererva b 30,012, 2008 vo vidke
18.7 mil. EUR je vehladom na neisty vysledok na pasivay obehadno-pravny spor & navrhovatelom o
spoloinesion LANCILLON LIMITED vo veol  ndhrady uibého wisku ¢ dbvodu rmarenia rekonderulkche
ZKV. Rosdiel v celhove) vithe podadovame) nshrady Spolotnost’ nadale vykazuje ako podmicneny
iviirok. Ako je uvedent v Pornimke £.16 b) prilobens) iliovnegj divierky (Podmisnend zivizky ), vedi
Spobofmoadi je wigfio vech vedend sbdny spor o ndbeade Sody vo viike 31757 e EUR
& prislubenstvom. Hoc teto odhady w mlobend ne najleplom pormand aktublnych wdalosti o postupos,
shutodnd vidlediy sa midda od tichio odhadey Nt F
poraberr § tktotaret 8 podebaieh prodibidayiiic shdureh honan a Weski parCimpalihngid
viskedboow sporoy a poreby vorby reservy,

ot olined i Sl drmede orgoens To eovew Sdvierde
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Statutirny orgin Giovne jedmotky Zeleanitnd spolotnost’ Skovemsko, a5, jo zodpovedny za zostavenie tejio
Bltovee) shvierky tak, *rmhm:hmﬁﬁnmuﬂnhnpdhﬂmnﬂmnhwlnlhl-ﬂ
kontroly, kiord povaduje a potrebng na rostavenie idtovng) advierky. ktord necbsahuje vimmamné nesprivnost],
€1 ud v ddsledhu podvodu alebo chyby,

mmmmﬂynmmmqmmwi

Malow podpovednosliou je ksl primerand uwisienie, £i dlloved sivierks ako celok meobsabuje vyEmamng
nespravistl, O u} v disbedk podvodie alebo chyby, 8 vydal” sprive swditora, vritane ndrore. Primerand wisienic
je wistemie vysokého stupha, ake nie je sirukou tobe, Je audit vykonany podla medzindrodmich auditorskych
Yandardoy vidy odhali vymamné nespriveosti, ak také existupn. Nesprivmosti mbly vanikndt v désledku
poadwiadu abeba chyby & 7za vionamnd i povakuji viedy, sk by sa dalo oddvodnen: ofaldval’, 3o jedmotlive alebo
w slhme by mohli ovphynil® chonomicke rorhodmtia poulivatelon, wskitofmend na siklade tejio Gilovneg

i

& Mentifikujerne & posudrupeme riziki veomamng nesprivnosti Sovne] slvierky, & a} v daledie podvodu
aleto chiyby, mavihupere & wkulothuperne auditonké postupy reagujice ma oot nzkd 8 riskaveme
anditorské dbkary, kiore s dostatolng a vhodng na poskytnutie sikladu pre nid nicor, Riziko neodhalenia
wyrnamng) nesprivnosti v ddaledin podvodu pe villie ako olo fiziko v dabedbn chyby, pretoke podvod
maike rahifial tajnid dohodu, falovanis, myselnd vinechanie, nepravdined sybilisense alelso obidense interney
kowinoly

*  Dhormamujeme sa 5 intenymi kontrolami relevantnimi pre avdit, aby sme mohli navrhndt suditornké
postupy vhodnd za danych okolmostl, ale mie za dlelom vyjadrenia ndrom na elckilveest” interni<h komtrol
Spododimoati,

= Hodnotime vhodnost' poukitych GCtovmych zisad a Gdiovmych mewdd a primeranost GCtovaych odhadov a
uwvedenie s nimi sdvisiacich informdcil, wkuwioinend Uatudmym onglnom,

= Robime miver o om. ¢ Danmdmy ongan vhodme v ddiovmicive pouliva predpoklad nepretrzitébo
pokralovania v innosti a na ziklade ziskanych awditorskych ddkazov ziver o tom. ¢i existuje vienamnd
mvmlm:hhMmemuwmwm
Spokainosti nepretrhite pokradoval’ v finmosti. Ak dospejome b mivera, Je vwrmamnd neisiols exisigje, sme
WM?MW“MM!WM?MMM‘HI
ticte informbcie nedostatodne, modifikoval naé ndeor, Nade svery vishidage ¢ auditorskych ddkazoy
riskanych do dédtumu vydania natej sprivy asditon. Budidce udalosti alebo olopinosti viak méiu spdaobir’, ke
spolodnol’ prestane pokraloval’ v nepretrtite] Cinmosti,

»  Hodnotime celkovd presenticiv, Sorukviru o obaah déwwme] svierky vriane informacii v nej uvedenych, ako
3j to, &1 Gtovnd zivierka zachytiva uskusodnend wransakoie a wdalosti spdsobom, kiory vedie k ich vernému

Spriva k Faim polindaykim zikonov a inych praivaych predpisoy
v & informdoide, brord ta weddaiil vo virodeie speiie

Suatutimy orgin o orodpovedny 2 informacie uvedend Vo vyTodne] sprive, zosaavenej podfa poliadaviek
hkona o ddownictve, NES vyitie uvedeny ndzor ma Bftovel mvierky ) nevetabuje na iné informicie vo
wiTole) iprive.

¥ sdwvislosti & suditom dfiovne] sivierky je nadou rodpovednoston chormamenie sa s informibciami uvedenymi
v wyTolng) sprive & posdense, i ticto informicw nie s vo vienaemnom pesllade 5 auditovancu Sliovnow
rdvierkou alcho natimi pornathami, kioré sme riskali podas sudity ftovme) zivierky, alcbo sa inak rdajh byt
VAT DT

Wyrodnd sprav e ko die vydanis spriey sisditon ¢ sudita eltovns) shvierky nemali k dispoeicii,
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Kod ziskame virodni sprivi. posadime, & viTolnd spriva Spolocnosti obsahuje informibcie. kiorych uvedenie
vyladuje edkon o Slrovnictve, a na ziklade pric vyhomanych podas audig ddsovne] sivierky, vijadrime mdzor,
£ic

»  informacie uvedend vo viTodne) sprive rosavens) za rok 2016 wi v silade s Gdtvvmou rivierkou 2a dany rok,
®  wyTodnd apriva ohashuje informacie podla makons o Goownictve

Dhrem tobo wvedieme, & sme zistili vwonamné nesprivnosti ve virodng) sprive ma rdklade nadich pormmkoy o
diovee] jednothe & situdcii v nej, kioné sme ziskali pobas. sudite Giovne) svierky.

Banskd Byserica, 8 febsrubes 2007

BOR, spel. s r.o. Banska Bysinsa

M. M. Hodbu 3, 974 0] Banska Bystrica

Licencia SKAu ¢ & 2
Oddiel: Seo, Viodka Sisko: 905, 100: 00614556

Nezdviali' dear Mewwe Shepliern fatermafiomd [imited

Ing. Ludmila Svansjamska Kinard, MBA

kMiovy audivorsky' parner
Iioengia SKAu £ 336
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BDR
Auditing Firm

INDEPENDENT AUDITOR'S REPORT

concerning examination of the Financial Statements
and
Report on further requirements of the law and other legal regulations
for the joint-stock company
Zelezniéna spoloénost Slovensko, as.

Bratislava

2016
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BDR
Auditing firm

INDEPENDENT AUDITOR’S REPORT

To the shareholders of Zelezniéna spoloénost Slovensko, a.s. Bratislava
Report on the Financial Statements audit
Opinion

\We have audited the annexed Financial Statements of Zelezni¢na spolocnost Slovensko, a.s. with
the registered seat in Bratislava, company ID no.: 35 914 939, containing the Balance Sheet as on
31 December 2016, Profit and Loss Statement for the year ended on the same date, and Notes
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 Zeleznicna spolocnost Slovensko, a.s. as on 31 December 2016, as well
as the economic results for the year then ended, in accordance with Accounting Act.

Background to the Opinion

We conducted the 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.

Emphasis on certain facts

1. As stated in Notes no. 2.3 and no. 15 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 2016 the reserve
was assessed in the amount of EUR 405 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. 15 to the annexed Financial Statements, the Company
reports reserves on lawsuits concerning several legal claims. As on 31 December 2016, 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. 16 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. Even if these estimates
are based on the best knowledge of current events and procedures, the actual results may
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differfrom these estimates. The Company makes use also of services of external legaladvisors
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 for the Financial Statements

The Statutory Body of the reporting entity - Zelezni¢na spolocnost Slovensko, as. - is responsible
forelaboration of these Financial Statements so as to provide an objective and truthful presentation
in compliance with the Accounting Act, 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.

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 its 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 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:

e We 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.

e e learn 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 We 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 Bodly.

e We 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 e 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.

39



ANNUAL REPORT 2016

Report on further 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:

o the information presented in the Annual Report for 2016 is consistent with the Financial
Statements for the same year,
e 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.

In Banska Bystrica, 28 February 2017

BDR, spol. s r.o. Banska Bystrica

MM.Hodzu 3, 974 01 Banska Bystrica

SKAU Licence no. 6

Companies’ Register of the District Court of Banska Bystrica

Section: Sro, Entry no.: 98/S, Company ID no.. 00614556

An independent member firm of Moore Stephens International Limited

Ing. Ludmila Svatojanska Kinova, MBA [signature in hand]
Managing Partner
SKAuU Licence no. 936
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ANNEX - Separate Financial Statements of ZSSK for 2016

The Annual Report is annexed with the Separate Financial Statements of ZSSK reported pursuant
to the International Financial Reporting Standards as on 31 December 2016.
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