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Sprava zelezniéni dopravni cesty, s.o. I

Uvodni slovo
Opening Statement

Véazeni partnefi ve vSech oblastech nasi ¢innosti, vazeni zdjemci
o problematiku Zeleznice,

predkladame Vam vyroéni zpravu statni organizace Sprava
Zelezniéni dopravni cesty za rok 2003, ktery byl prvnim rokem jeji
existence. Obsah této zpravy ukazuje vysledky a stav nasi
spoleénosti, jedné z nastupnickych organizaci byvalych Ceskych
drah, statni organizace.

Na prelomu let 2001 a 2002 vyvrcholila diskuse o budouci
podobé Zeleznice v Ceské republice a dne 5. Gnora 2002
schvalil Parlament Ceské republiky zakon &. 77/2002
(tzv. transformacéni zakon). Podle tohoto zakona byla
v prabéhu roku 2002 pfipravena zasadni reforma, pfi niz
k datu 1. ledna 2003 vznikla akciova spolecnost Ceské drahy
a statni organizace Sprava zelezniéni dopravni cesty (SZDC).
Mezi obé néastupnické organizace byla pfevedena i pfevazna
&ast majetku byvalé statni organizace Ceské drahy.

Na SZDC preslo hospodafeni s majetkem statu, ktery tvofi
zejména Zelezniéni dopravni cestu celostatni drahy i regionalnich
drah ve vlastnictvi statu. S malymi vyjimkami jde prakticky o celou
Zelezniéni sit v Ceské republice — téméF 9500 km trati. Protoze
vysledkem transformace byvalych Ceskych drah bylo kromé
nové organizaéni struktury i oddluzeni Ceskych drah, hospodarila

Dear Partners, Dear Friends,

We present to you the 2003 Annual Report of Railway
Infrastructure Administration, state organization (“SZDC” or
“RIA”), marking the first year of its existence. This report provides
an overview of the results of operations and the position of our
company, which is one of the legal successors of Czech
Railways, state organization.

The debates about the future form of railways in the Czech
Republic were at their most intense in late 2001 and early 2002.
On 5 February 2002, the Parliament of the Czech Republic
passed Act no. 77/2002 (the so-called “Transformation Act’), on
the basis of which a major reform was prepared in 2002. The
reform led to the incorporation of Czech Railways, joint-stock
company and Railway Infrastructure Administration, state
organization as of 1 January 2003. The majority of the assets of
the former Czech Railways, state organization were transferred
to both successor organizations.

SZDC has become the manager of state assets primarily
comprising both nation-wide and regional railway infrastructure
owned by the state. With minor exceptions, these routes entail
practically the entire railway network in the Czech Republic, that
is, almost 9,500 km of tracks. Given that the transformation of
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nové vznikla statni organizace i s vétSinou zavazkud a pohledavek Czech Railways involved not only the creation of a new
byvalé statni organizace Ceské drahy. organizational structure, but also removing the state
organization’s indebtedness, SZDC administered most of the
V takto nastaveném systému plni SZDC funkci viastnika drahy, receivables and payables of the former Czech Railways, state
akciova spolednost Ceské drahy funkci provozovatele drahy organization.
a provozovatele drazni dopravy. Ve smyslu zdkona o drahach
je tedy povinnosti SZDC zejména zajistit provozovani Within the new system, SZDC acts as the owner of rail, while
a provozuschopnost drahy, styk drahy s jinymi drahami a pe¢ovat Czech Railways, joint-stock company is the operator of the
0 rozvoj a modernizaci drahy pro zajisténi dopravnich potfeb railway infrastructure and railway transport. Pursuant to the
statu a dopravni obsluznosti. S platnosti novely zakona o drahach Railway Act, SZDC is primarily responsible for ensuring the
pak nyni k témto povinnostem pfibyla i povinnost zajistit operation and operability of railway infrastructure, contacts with
pfidélovani kapacity na dopravni cesté jednotlivym dopravcim. other railway organizations, and for the development and
modernization of railways to secure the transportation needs of
V8echny tyto povinnosti bylo nutné zohlednit pfi vytvafeni  the state and the availability of transport. With the Amendment to
organizaéni struktury nové vzniklé organizace. Soucasné bylo the Railway Act entering into force, these obligations have been
nezbytné zajistit, aby bez ohledu na organiza¢ni zmény byla expanded by ensuring the allocation of railway infrastructure
prabézné zajisténa funkenost celého zelezniéniho systému. PFi capacity to individual carriers.
tvorbé organizacni struktury a zejména pfi jejim konkrétnim
naplhovani bylo nasi snahou vyhnout se zdvojovani ¢Einnosti It was necessary that the organizational structure of the newly
u obou nastupnickych organizaci. Jak predpokladal established company reflects all of these duties. At the same
transformaéni zakon, pro ¢&innosti sméfujici k zajisténi  time, we had to ensure continuous functioning of the whole
provozovani a provozuschopnosti trati byly uzavieny smlouvy railway system regardless of the organizational changes. When
s akciovou spoleénosti Ceské drahy. Stejné tak byly u Ceskych developing the organizational structure and hiring employees, we
drah zajistény i nékteré dalsi ¢innosti, které nebylo mozné zajistit strived to avoid duplicating the activities of the successor
od samého zadatku u SZDC, nebo které nebylo zatim vhodné organizations. Based on the Transformation Act, we entered into
provadét vlastnimi kapacitami z dlvodl organizaénich, contracts with Czech Railways, joint-stock company for ensuring
ekonomickych ¢i jinych. Podle ziskanych zkuSenosti prosla operation and operability of railway infrastructure. Similarly,
organizace v roce 2003 prubézné vyvojovym procesem, ktery Czech Railways provides several other services that could not
v souladu s rozvojovymi zdméry pokracuje i v roce 2004, kde have been ensured by SZDC from the very beginning or that
nejzavaznéjsi zmeénu predstavuje kompletni prevzeti investorské SZDC could not yet cover from its own resources due to
¢innosti v rdmci zajistovani modernizace a rozvoje od akciové organizational, economic or other reasons. Gaining new
spoleénosti Ceské drahy. experience went hand in hand with SZDC’s ongoing development
during 2003. The development process continues in 2004 in
SZDC zajigtovala dvé zakladni oblasti ¢innosti — povinnosti harmony with the development plan, where the most significant
vlastnika drahy a povinnosti subjektu,ktery je odpovédny za change relates to the complete takeover of investment activities
Uhradu zévazkd prevzatych po statni organizaci Ceské drahy. from Czech Railways, joint-stock company as part of the
Ptestoze hlavni naplni &innosti SZDC by mély byt pfedevsim modernization and development scheme.
¢innosti vyplyvajici z funkce vlastnika drahy, pfedstavovala prave
druhd oblast nejvaznéjsi problém v priibéhu celého roku 2003. Ze During the year, SZDC secured two major spheres of operations
zakona za zavazky SZDC ruéi stat, nicméné teprve v zavéru roku — those arising from its role as the railway infrastructure owner
se na zakladé vliadniho usneseni €. 908 podafilo ziskat prvni  and those arising from the obligation to settle the liabilities
finanéni prostfedky a SZDC mohla zahajit Ghrady zavazk( svym assumed from Czech Railways, state organization. Although
véfitelim. V zavéru roku 2003 jsme pripravili spoleéné s Ceskou SZDC’s operations should essentially focus on activities
konsolida¢ni agenturou i emisi dluhopisti v hodnoté 7 mid. K¢, associated with the ownership of the railway infrastructure, it was
kterd predstavuje rozhodujici zdroj financi pro konecné mainly the second sphere that required the greatest efforts
vyporadani vétsiny prevzatych zavazkl v pribéhu prvni poloviny  throughout 2003. Pursuant to the applicable legislation, the state
roku 2004. Prevzaté zavazky, at' jiz kratkodobé nebo dlouhodobé, provides guarantees for SZDC's liabilities. However, it was only at
souvisejici s ¢innosti obou nastupnickych organizaci, byly  the end of the year when we obtained the first funds based on
prakticky po cely rok 2003 zdrojem vaznych spor(i a realné Government Resolution No. 908 and we could start settling our
dusledky pfevzatych zavazk( jsou hlavni pfi€inou Uetni ztraty za payables to creditors. In late 2003, we prepared, together with the
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rok 2003. Bez téchto vlivd by byl hospodarsky vysledek
organizace Vv prvnim roce jeji existence negativné ovlivnén pouze
nekrytymi Uroky ze statem garantovanych Gvérd na vystavbu
koridord.

Urdujicim partnerskym vztahem je pro SZDC spolupréce
s druhou nastupnickou organizaci — s akciovou spole¢nosti
Ceské drahy. | zde probihal a jisté i dale bude probihat proces
hledani optimalniho rozdéleni &innosti, pfiéemz za zakladni
kriterium povazujeme funkénost systému jako celku. Obé dvé
organizace maji odliSnou funkci, v fadé pfipadd tedy i logicky
odlisné ndzory na feSeni nékterych otazek, nicméné prvni rok
jejich existence ukazal, Ze v podstatnych vécech se feseni
nachazet dafilo.

| pro pfisti obdobi povazujeme za nejdllezitéjSi urychlené
vyporadani vSech pfevzatych zavazkd. To je nutnd podminka,
aby se naSe organizace mohla odpovédné vénovat hlavnimu
poslani, pro které vznikla, tedy plnéni povinnosti vlastnika drahy
v celém rozsahu. Za neméné dllezitou povazujeme i stabilizaci
nové vzniklého systému, véetné dofeSeni zaleZitosti spojenych
s rozdélenim majetku. Nasim Ukolem je rovnéz pokracovani
realizace stanovenych investiénich priorit, kde za nejvyznamné;si
povazujeme modernizaci koridorovych trati a rozhoduijicich uzlG,
elektrizaci vybranych trati a investice zamérené na zajisténi tzv.
interoperability nasich trati v ramci evropského Zelezni¢niho
systému.

Nejvétsi devizou kazdé spole€nosti jsou jeji kvalitni, vzdélani,
odborné zdatni a obétavi pracovnici. Pravé diky nim si nasla
spoleénost SZDC své misto nejen uvnitt zelezniéniho systému
v Ceské republice, ale i v ramci mezinarodnich organizaci, jejichz
¢lenem se stala. Za dosazené vysledky v roce 2003 jim patfi nase
podékovani. Za dosavadni spolupraci dékujeme i pracovnikiim
akciové spoleénosti Ceské drahy, véem nasim partnerim
a pfiznivelm. Véfime, Ze vysledky SZDC v prvnim roce jeji
existence vytvareji pfedpoklad pro Uspésné fungovani ceské
Zeleznice v letech pfistich.

by 74,

Ing. Adolf Jilek
predseda spravni rady

Ing. Jan Komarek
generalni feditel
Director General Chairman of

the Management Board

Czech Consolidation Agency, the bond issue at an aggregate
amount of CZK 7 billion, which represents the key source of
funding for the final settlement of all payables taken over in the
first semester of 2004. The assumed payables, both short-term
and long-term, associated with the activities of the legal
successors caused major disputes throughout 2003 and the real
consequences arising from the assumed payables were the main
reason behind the accounting loss incurred in 2003. Without such
influences, our organization’s profit/loss figure in the first year of
its existence would have been negatively impacted only by
uncovered interest on state guaranteed loans for the construction
of corridors.

Cooperation with the other legal successor, Czech Railways,
joint-stock company has been the crucial partner relationship for
SZDC. One of its characteristics has been, and surely will be, the
process of searching for the best allocation of activities, our
primary criterion being the functionality of the system as a whole.
Despite the fact that both organizations have a different role and
hence, in many cases, also divergent views on dealing with
certain issues, the first year of operation showed that they
succeeded in finding common ground when solving major
problems.

We consider the settlement of all assumed liabilities without
undue delay our priority task in the upcoming period. It is an
important condition enabling our organization to responsibly
engage in the chief mission for which it was created, that is, the
fulfillment of obligations of the railway infrastructure owner in full
scope. Same importance is attached to the stabilization of the
newly established system, including the finalization of issues
related to the allocation of assets. Our objective is also to
continue in implementing the set investment priorities, the most
significant one being the modernization of railway corridors and
key junctions, electrification of selected tracks and investments
targeted at ensuring the interoperability of our railway routes
within the European railway system.

Any company benefits most from its professional, educated,
skilled and devoted personnel. It is thanks to its employees that
SZDC was able to find itself a place within the railway system in
the Czech Republic as well as within international organizations
of which it became a member. We would like to thank our staff for
the results attained in 2003. We would also like to thank the
employees of Czech Railways, joint-stock company, all our
partners and friends for their cooperation. We believe that the
results of SZDC in the first year of its existence create a pre-
requisite for successful operation of the railways in the Czech
Republic in the future.
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Identifikac¢ni Cislo:
Datum vzniku:

Sprava zelezniéni dopravni cesty, statni organizace
(dale jen SZDC) vznikla na zakladé zakona ¢&. 77/2002 Sb.,
o akciové spolednosti Ceské drahy, statni organizaci
Sprava Zelezniéni dopravni cesty a o zméné zakona
€. 266/1994 Sb., o drahach, ve znéni pozdéjSich predpisd,
a zakona €. 77/1997 Sb., o statnim podniku, ve znéni
pozdéjsich predpisl, jako jeden z pravnich nastupcu statni
organizace Ceské drahy.

Zapis v obchodnim rejstfiku: Méstsky soud v Praze,
oddil A, vlozka 48384.
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CORPORATE DETAILS

Name of the Company:Sprava Zelezni¢ni dopravni cesty
Legal status: state organization

Czech Republic (the function of

the founder was exercised

Founder:

through the Ministry of Transport)
Prvniho pluku 367/5, 186 00
Praha 8-Karlin

70994234

Date of incorporation: 1 January 2003

Registered office:

Corporate ID:

Railway Infrastructure Administration, state organization (Sprava
Zelezniéni dopravni cesty, stéatni organizace, henceforth “SZDC”)
was established pursuant to Act no. 77/2002 Coll., on the Czech
Railways, joint-stock company, the Railway Infrastructure
Administration, state organization and Amendments to the Railway
Act no. 266/1994 Coll., as amended, and State Enterprise Act no.
77/1997 Coll., as amended, as one of the legal successors of the
Czech Railways, state organization.

Registered in the Company Register: Municipal Court in
Prague, Section A, File 48384.
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PREDMET CINNOSTI

Na zakladé zakona ¢. 77/2002 Sb., ve znéni pozdéjsich
predpist Sprava Zelezni¢ni dopravni cesty zajistuje:

— provozovani zelezni€ni dopravni cesty,

— provozuschopnost Zelezni¢ni dopravni cesty,

— modernizaci a rozvoj zelezni¢ni dopravni cesty,

hospodafi:

— s majetkem statu, ktery tvofi zelezniéni dopravni cestu,

— s vymezenymi zavazky a pohledavkami Ceskych
drah, statni organizace, existujicimi k 31. 12. 2002,

a podnika v souladu se zakonem o Zivnostenském podnikani.

VEDENI ORGANIZACE
Statutarni organ
GENERALNI REDITEL
Ing. Jan Komarek

Spravni rada

PREDSEDA

Ing. Adolf Jilek, pfedsedou od 4. 9. 2003
senator Senatu Parlamentu CR

Ing. Ivan Foltyn, MBA, pfedsedou do 15. 7. 2003

CLENOVE

Ing. Miloslav Kala

poslanec Poslanecké snémovny Parlamentu CR

Ing. Jifi Navratil

feditel odboru ekonomiky a financovani Ministerstva
dopravy CR

Ing. Petr Rafaj

poslanec Poslanecké snémovny Parlamentu CR

Ing. Antonin Tesarik
prvni naméstek ministra dopravy

Vedeni SZDC
GENERALNI REDITEL
Ing. Jan Komarek

NAMESTEK GENERALNIHO REDITELE
Ing. Bohuslav Navratil

EKONOMICKA REDITELKA
Ing. Zita Karasova

TECHNICKY REDITEL
Ing. Miroslav Koneény

PRINCIPAL OPERATIONS

Pursuant to Act no. 77/2002 Coll., as amended, SZDC
ensures:

— operation of railway infrastructure;

— operability of railway infrastructure;

— modernization and development of railway infrastructure;

administers

— the assets of the state forming the railway infrastructure;

— selected payables and receivables of Czech Railways,
state organization, existing as of 31 December 2002;

and carries out business in accordance with the Trade License Act.

MANAGEMENT OF THE COMPANY
Statutory body

DIRECTOR GENERAL

Jan Komarek

Management Board

CHAIRMAN OF THE BOARD

Adolf Jilek, since 4 September 2003

Member of the Senate of the Czech Republic

Ilvan Foltyn, until 15 July 2003

MEMBERS

Miloslav Kala

Deputy of the House of Representatives of the Czech Republic
Jifi Navratil

Director of the Economics and Financing Department
of the Ministry of Transport

Petr Rafaj
Deputy of the House of Representatives of the Czech Republic

Antonin Tesafik
First Deputy Minister of Transportation

Management of SZDC
DIRECTOR GENERAL
Jan Komarek

DEPUTY DIRECTOR GENERAL
Bohuslav Navréatil

ECONOMIC MANAGER
Zita Karasova

TECHNICAL MANAGER
Miroslav Kone¢ny
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ORGANIZACNI STRUKTURA ORGANIZATIONAL STRUCTURE
(K 31. 12. 2003) (AS OF 31 DECEMBER 2003)

Spravni rada / Managing Board

Naméstek GR / Deputy Director General

Generalni feditel / Director General

KancelaF GR / Director General’s Office |

Pravni oddéleni / Legal Department | —l Zaméstnanecké oddéleni / Personnel Department |
Fondy EU / EU Funds | —l Odbor interniho auditu / Internal Audit Department |
Ekonomicka feditelka / Economic Manager Technicky feditel / Technical Manager
—— EKONOMICKY USEK / —— USEK NAKLADANI S MAJETKEM / — TECHNICKY USEK / TECHNICAL SECTION —
ECONOMIC SECTION ASSETS ADMINISTRATION
SECTION Odbor investiéni / Investment Department
Odbor
informaéni soustavy / Odbor nakladani s majetkem / Odbor provozovani ZDC /
IT Department Assets Administration Department

Railway Infrastructure Operation

Odbor spravy zavazki
a pohledavek / Payables and
Receivables Management

Odbor provozuschopnosti a rozvoje ZDC /
Railway Infrastructure Operability and
Development

Qdbor planu a kalkulace /
Planning and Calculation

Odbor vnitini spravy /
Internal Administration
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Hospodareni organizace

Results of Operations

V prvnim roce &innosti probihalo hospodafeni SZDC
v naro¢nych a slozitych podminkach, které z velké Gasti
souvisely s vlastnim vznikem organizace a s vypofadanim
zéavazk( a pohledavek Ceskych drah, statni organizace,
které piesly na SZDC ke dni 1. 1. 2003 na zakladé zékona
€. 77/2002 Sb., ve znéni pozdéjSich predpist.

Problémy spojené s Uhradou pfevzatych zavazk( mély
vyznamny dopad do oblasti finan¢nich tokd na bankovnich
Uétech a prodlouzeni doby Uhrady pfevzatych zavazkd
z Ceskych drah, statni organizace, kterymi byly pfedevsim
zavazky k dodavatelim energii, opravarenskych ¢innosti,
ke spravam socialniho zabezpeceni a ke zdravotnim
pojistovnam. Dusledkem byl vyznamny nardst nésledné
vyméfenych penale a urokl z prodleni za pozdni Uhrady
zavazkl, vznik exekuci bankovnich u¢tl a omezeni
nakladani s majetkem.

Pfesto se v roce 2003 podafilo SZDC dos&hnout
stanovenych cilCl v oblasti provozovani, provozuschopnosti
a modernizace zelezni¢ni dopravni cesty. V oblasti feSeni
systému Uhrad zavazka Ceskych drah, statni organizace,
bylo rozhodujici pfijeti vliadniho usneseni €. 908 dne
10. zafi 20083.

During the first year of operation, SZDC performed its
activities under complex and difficult conditions primarily
arising from the organization’s incorporation and the
settlement of assets and liabilities of Czech Railways, state
organization, which were transferred to SZDC as of
1 January 2003 based on Act no. 77/2002 Coll., as
amended.

The problems associated with the settlement of assumed
liabilities had a significant impact on the cash flows on bank
accounts and the prolongation of the payment period in
respect of the payables assumed from Czech Railways,
state organization; the outstanding amounts were largely
payable to energy suppliers, repair service providers, social
security authorities, and health insurers. This resulted in a
material increase in assessed penalties and default interest
for late payments of commitments, the garnishment of bank
accounts and restrictions placed on the handling of assets.

Nevertheless, SZDC managed to meet the set objectives
for 2003 in the field of operation, operability and
modernization of railway infrastructure. The settlement
of payables of Czech Railways, state organization, was
908 of

guided by Government Resolution No.

10 September 2003.
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Dle auditovanych vysledkd skongilo hospodafeni SZDC za  According to the audited results for 2003, SZDC incurred
rok 2003 ztratou ve vysi 2675 mil. K&. a loss of CZK 2,675 million.

Ztrata byla ovlivnéna zejména nakladovymi Uroky z ivérd  The loss was mainly influenced by interest expense on
ve vySi 1626 mil. K&, ztratou z kurzovych rozdill  loans of CZK 1,626 million, foreign exchange rate loss of
pfevzatych avérl ve vysi 350 mil. K&, zau¢tovanim penale  CZK 350 million associated with the assumed loans,
za neopravnéné pouziti dotace Ceskymi drahami, statni  recognized penalty of CZK 246 million for unauthorized
organizaci ve vysi 246 mil. K& zménou stavu rezerv  use of grants by Czech Railways, state organization,
a opravnych polozek ve vysi 436 mil. KE a ndklady  change of the balance of reserves and provisions of CZK
a domérky socidlniho a zdravotniho pojisténi 436 million and the costs and additional social and health
z predchoziho obdobi. insurance payments from prior periods.

Z vySe uvedeného vyplyva, Ze vysledek hospodafeni  The above shows that the results of operations of SZDC
SZDC byl vyznamné ovlivnén prevodem zavazkli  were significantly impacted by the transfer of payables
z Ceskych drah, statni organizace. Bez téchto pfevodi by ~ from Czech Railways, state organization. Without these
hospodafsky vysledek SZDC v prvnim roce jeji existence  amounts, SZDC’s results in the first year of its existence
ovlivnily negativné pouze nekryté Uroky ze statem  would have been negatively impacted only by uncovered
garantovanych uvér(i na vystavbu koridor(. interest on state-guaranteed loans for the corridor
constructions.
Financovani SZDC bylo v roce 2003 zajistovano
pfedevsim dotaci ze Statniho fondu dopravni infrastruktury ~ SZDC financing in 2003 was mainly covered by grants of
na vystavbu, opravy a udrzovani zelezniéni dopravni cesty,  the State Fund of Transport Infrastructure advanced for the
z poplatkll ziskanych za pouziti zelezni¢ni dopravni cesty,  construction, repair and maintenance of railway
z dotaci ze statniho rozpoc¢tu uréenych na odstrafiovani infrastructure, fees for the use of railway infrastructure,
povodiiovych 8kod a na ¢&innost SZDC a z Gvérd  grants from the state budget advanced for removal of flood
garantovanych statem. damage and for SZDC’s activities and from loans
guaranteed by the state.
Zdroji pro uhradu prevzatych zavazk( byly vynosy
z pohledavek prevzatych od Ceskych drah, statni The assumed payables were largely offset from the
organizace, vynosy z pohledavek postoupenych Ceské income from the receivables assumed from Czech
konsolidaéni agentufe a zdloha na prodej majetku dle  Railways, state organization, income from the receivables
pfilohy zadkona ¢&. 77/2002 Sb., ve znéni pozdéjSich ceded to the Czech Consolidation Agency and the
predpis(. advance payment for the sale of assets in accordance with
Annex to Act no. 77/2002 Coll., as amended.
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Provozovani zeleznic¢ni dopravni cesty
Operation of the Railway Infrastructure

Zajistovani provozovani zelezni¢ni dopravni cesty je
jednou ze zékladnich povinnosti SZDC jako organizace,
ktera plni funkci vlastnika drahy.

V souladu se zakonem &. 77/2002 Sb. zajistila SZDC
provozovani Zelezni¢ni dopravni cesty celostatnich
a pfevazné c¢asti regionalnich drah na zakladé ,Smlouvy
0 zpUsobu zajiSténi provozovani Zelezni¢ni dopravni cesty,
jeji provozuschopnosti a modernizace a rozvoje ve
vefejném zajmu“ uzaviené s Ceskymi drahami, a.s.

Ostatni regiondlni traté jsou provozovany na zakladé
najemnich smiuv se spole¢nostmi VIAMONT, a.s. a OKD,
Doprava, akciova spole¢nost.

Na zajiSténi provozovani zelezni¢ni dopravni cesty
spoleénosti Ceské drahy, a.s., vynaloZila SZDC v roce
2003 naklady ve vysi 5102 mil. KE. Zdrojem Uhrady téchto
nakladld byl poplatek za pouZiti zelezni¢ni dopravni cesty.

V roce 2003 byla &innost SZDC zaméfena predevsim na
provéfovani spravnosti a ucelnosti naklad(i vykazovanych
k zajisténi provozovani zelezni¢ni dopravni cesty, na oblast
zvySeni hospodarnosti provozovani zelezni¢ni dopravni
cesty a na optimalizaci rozsahu Zelezni¢ni infrastruktury.

Securing the operation of the railway infrastructure is one
of the principal obligations of SZDC, acting as the owner of
railway routes.

Pursuant to Act no. 77/2002 Coll., SZDC provides for the
operation of railway infrastructure of national and most of
regional railways based on the “Agreement on Providing
its Operability,
Modernization and Development in the Public Interest”

Operation of Railway Infrastructure,
entered into with Ceské drahy, a.s.

Other regional railways are operated based on lease
contracts put in place with VIAMONT, joint-stock company,
and OKD, Doprava, joint-stock company.

SZDC’s costs for ensuring the operation of railway
infrastructure for Czech Railways, joint-stock company
amounted to CZK 5,102 million in 2003. These costs were
offset by the fees for the utilization of railway infrastructure.

SZDC's activities in 2003 mainly focused on the verification
of correctness and effectiveness of the reported costs for
ensuring the operation of railway infrastructure, increasing
the economy in operating the railway infrastructure and
optimization of the scope of railway infrastructure.
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V roce 2003 vyvrcholily pfipravy na zménu v systému The preparations for the change of the licensing system
licen¢niho fizeni a pfidélovani kapacity zelezni¢ni dopravni  and allocation of railway infrastructure capacity reached
cesty. Cilem je zabezpeceni pIné slucitelnosti ¢eského  their peak in 2003. The aim is to ensure full compatibility of
pravniho fadu s pravem Evropské unie, zejména se the Czech legislation with EU law, and particularly
smérnici 2001/14/ES ze dne 26. Unora 2001 o pfidélovani  Directive 2001/14/ES of 26 February 2001 on the
kapacity zelezni€ni infrastruktury a zpoplatnéni pouziti  Allocation of Railway Infrastructure Capacity and the
Zelezniéni infrastruktury a o bezpecénostni certifikaci. Levying of Charges for the Utilization of Railway
Infrastructure and Safety Certification.
Uvedena zména v systému se promitla do novely zakona
o drahach, ktera prenasi ¢ast pravomoci pfi pfidélovani  The above change in the system was reflected in the
kapacity Zelezni¢ni dopravni cesty z Drazniho Gfadu na  Railway Act Amendment which transfers certain
SZDC. SZDC se tak stane pfid&lcem kapacity Zelezniéni  authorities in the allocation of railway infrastructure
dopravni cesty, jehoz povinnosti je mimo jiné i vydat  capacity from the Railway Authority to SZDC. SZDC thus
sProhlaSeni o draze celostatni a regionalni“. Prace na becomes the allocator of the railway infrastructure
pfipravé tohoto ,ProhlaSeni” byly zahdjeny jiz v roce 2003.  capacity, whose obligations include, among others, the
issuance of the “Network Statement — national and
regional”’. The preparation of this “Statement” commenced
in 2003.
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Provozuschopnost zeleznic¢ni dopravni cesty
Operability of Railway Infrastructure

Podle zakona o drdhach se rozumi zajisténim
provozuschopnosti Zelezni¢ni dopravni cesty zabezpeceni
takového technického stavu, ktery zaruCuje bezpecné

a plynulé provozovani drahy.

Tuto &innost zabezpeduje SZDC prostiednictvim Ceskych
drah, a.s., na zakladé ,Smlouvy o zpusobu zajisténi
provozovani zelezniéni dopravni cesty, jeji provozuschopnosti,
modernizace a rozvoje ve vefejném zajmu“ a dale
prostfednictvim spole¢nosti VIAMONT, a.s. a OKD,
Doprava, akciova spole¢nost na zakladé najemnich smluv.

K zajisténi provozuschopnosti Zelezni¢ni dopravni cesty
spoleénosti Ceské drahy, a.s., SZDC v roce 2003
vynalozila prostfedky ve vySi 6228 mil. KE. Vzhledem
k tomu, Ze cena za pouziti Zelezniéni dopravni cesty je
cenou regulovanou, a nepokryva tudiz veskeré naklady na
zajisténi provozuschopnosti, je zdrojem udhrady téchto
nakladl nejen poplatek za pouziti Zelezniéni dopravni
cesty, ale i dotace ze Statniho fondu dopravni
infrastruktury. V roce 2003 pokrac¢ovalo také odstrariovani
povodnovych Skod. Opravné prace byly provedeny ve
finanénim objemu 462 mil. K&. Zdrojem kryti byly dotace ze
statniho rozpoctu a prostfedky z fondd Evropské unie.

Ensuring the operability of railway infrastructure as defined
under the Railway Act means securing technical
conditions warranting safe and smooth operation of
railways.

This is ensured by SZDC through Ceské drahy, a.s. based
on the “Agreement on Providing Operation of Railway
Operability, Modernization and
Development in the Public Interest” and through
VIAMONT, joint-stock company and OKD, Doprava,
joint-stock company based on lease contracts.

Infrastructure, its

The costs sustained by SZDC in ensuring the operability of
railway infrastructure by Czech Railways, joint-stock
company in 2003 totalled CZK 6,228 million. Since the
prices for the use of railway infrastructure are regulated
and therefore cannot cover all the expenses for securing
the operability of routes, these costs are offset not only by
infrastructure fees but also by grants from the State Fund
of Transport Infrastructure. During 2003, we also continued
in removing flood damage. Repair work was performed at
a cost of CZK 462 million, financed through state budget
grants and EU funds.
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V ramci zajisténi provozuschopnosti Zelezniéni dopravni  In order to provide for the operability of railway
cesty byly na zelezni¢nim svr8ku provedeny zejména  infrastructure, mainly the following work was performed on
nasledujici vykony: the railway superstructure:

Uprava smérového a vyskového usporéadani koleji 1243 km Adjustment of directional and height arrangement of tracks 1,243 km
Uprava smérového a vy$kového uspofadani vyhybek 658 v. j.¥ Adjustment of directional and height arrangement of switches 658 pieces
Cisténi kolejového loZe — koleje 148 km Clean-up of railway bed — tracks 148 km
Cisténi kolejového loze — vyhybky 162 v. j. Clean-up of railway bed — switches 162 pieces
Zfizovani bezstykové koleje, svafovani — koleje 110 km Setting up contact-free tracks, welding — tracks 110 km
Zfizovani bezstykové koleje, svafovani — vyhybky 167 v. j. Setting up contact-free tracks, welding — switches 167 pieces
Vymeéna kolejnic 113 km Replacement of rails 113 km
Vyména prazcl 48 369 ks Replacement of railroad ties 48,369 pieces

* v.j. — vyhybkové jednotky

During 2003, flood damage was removed mainly on the
Povodriové $kody byly v roce 2003 odstranény zejména  Plzen-Zelezna Ruda track (CZK 49.3 million),
na trati Plzefi-Zelezna Ruda (49,3 mil. K&), na trati Lysa  the Lysa n. L.-Ustin. L. zépad track (CZK 38.2 million) and
nad Labem-Usti nad Labem zapad (38,2 mil. K&) a natrati  the Praha—Vrané n. V.-Ceréany track, and the Vrané n. V.
Praha—Vrané nad Vitavou-Ceréany, Vrané nad Vitavou  —Dobfi$ track (CZK 29.9 million).
—Dobf¥i$ (29,9 mil. K¢).

In 2003, operability was secured in respect of 9,499 km of
V roce 2003 byla zajiSténa provozuschopnost zelezni¢ni  infrastructure. There was no year-on-year increase in
dopravni cesty na 9499 km trati, v porovnani s rokem 2002  restrictions placed on speed limits and deterioration of
nedoslo k narGstu omezeni rychlosti a zhorSeni  technical parameters of operated tracks.
technickych parametrd provozovanych trati.
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Modernizace a rozvoj zeleznic¢ni dopravni cesty
Modernization and Development of Railway

Infrastructure

Modernizace a rozvoj zelezniéni dopravni cesty patfi
mezi daldi zékladni povinnosti SZDC jako organizace,
ktera pIni funkci vlastnika drahy. V oblasti modernizace
a rozvoje Zelezniéni dopravni cesty se SZDC dlouhodobé
zaméfuje predevsim na pfipravu a realizaci investi¢nich
akci s ddrazem na nasledujici priority:

— modernizace Ctyf tranzitnich koridor(,

— investice do majetku Zelezni¢ni dopravni cesty s cilem
udrzeni jeji provozuschopnosti,

— racionaliza¢ni investice,

— modernizace rozhodujicich zelezni¢nich uzll v trase
koridord,

— zvySeni bezpecnosti na zelezni¢nich pfejezdech,

— elektrizace vybranych zelezni¢nich trati,

— optimalizace dalSich trati zafazenych v mezinarodnich
dohodach AGC, AGTC a v siti TINA,

— pfiprava pilotnich projektl na vybaveni trati systémem
GSM-R a ETCS,

— zabezpeceni interoperability trati zafazenych do
evropského zelezni¢niho systému.

V roce 2003 byl v ramci realizace investiénich akci
na zelezni¢ni dopravni cesté pofizen majetek ve finanénim
objemu 12 901 mil. K¢&. Zdroji financovani investi¢ni

Securing the modernization and development of railway
infrastructure is one of the essential responsibilities of
SZDC, acting as the railway infrastructure owner. The
efforts of SZDC in this field are targeted, on a long-term
basis, at the preparation and implementation of investment
projects, accentuating the following priorities:

— modernization of four transit corridors;

— investments into railway infrastructure assets in order
to maintain operability;

— rationalization of investments;

— modernization of crucial railway junctions within the
corridors;

— increasing the safety at railway crossings;

— electrification of selected tracks;

— optimization of other tracks included in international
agreements, such as AGC, AGTC, and in the TINA
network;

— preparation of pilot projects implementing GSM-R and
ETCS systems on tracks; and

— ensuring the interoperability of tracks included in the
European railway system.

In 2003, SZDC acquired assets totaling CZK 12,901
million as part of the railway infrastructure investment
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vystavby byly finanéni prostfedky ze Statniho fondu  projects. Investment construction was covered by funds

dopravni infrastruktury, prostfedky z garantovanych aveérd, provided by the State Fund of Transport Infrastructure,

fondU Evropské unie a pfispévky mést a obci. guaranteed loans, EU funds and town and municipality
contributions.

SZDC je i konednym pfilemcem finanénich prostfedkd

z fond@l Evropské unie. V roce 2003 pokradovala pfiprava  SZDC is also the final beneficiary of financial means from

a realizace staveb spolufinancovanych z prostfedki EU funds. The preparation and realization of construction

pfedvstupniho fondu ISPA a soucasné v ramci pfipravy  projects co-financed from the pre-accession ISPA fund

Ceské republiky na vstup do Evropské unie byly vytvafeny  continued in 2003. Concurrently with the process of the

podminky pro ¢erpani prostfedkd z fondu soudrznosti, Czech Republic’s preparations to join the European Union,

strukturalnich fondd a dalSich moznych zdroju Evropské  conditions were created for the drawing of funds from the

unie. solidarity fund, structural funds and other available
resources of the European Union.

Modernizace tranzitnich koridorovych trati je provadéna

v parametrech odpovidajicich Evropskym dohodam  The modernization of transit corridor tracks is performed in

o mezinarodnich Zelezni¢nich magistralach. Strategickym compliance with the parameters set out by European

cilem realizace koridorl je zajistit kvalitni mezinarodni  agreements on international railway tracks. The strategic

spojeni Ceské republiky s Berlinem, Vidni, Bratislavou, aim of the corridors is to ensure quality cross-border

VarSavou, Norimberkem a Lincem, véetné respektovani connections between the Czech Republic and Berlin,

vnitrostatnich potfeb rychlého a kvalitniho spojeni mezi  Vienna, Bratislava, Warsaw, Nuremberg and Linc, and to

jednotlivymi regiony Ceské republiky. reflect the domestic need for fast and quality transport
between individual regions of the Czech Republic.

1. tranzitni zelezni¢ni koridor v trase Dé&cin—Praha

—Ceska Tiebova—Brno—Bfeclav se zadal realizovat  Construction of the 1¢ transit corridor on the Dé&gin

v prosinci 1993 stavbou Uvaly—Pofiany. S vyjimkou  —Praha—Ceskéa Trebova—Brno-Bieclav section commenced
stavby Modernizace trati Zabofi nad Labem-—Prelouc, in December 1993 with the construction of the Uvaly
kde budou v roce 2004 jesté probihat vyluky mezi zst. = —Poficany section. Except for the project involving

Redany nad Labem a Pieloudi, jsou vSechny stavby  modernization of the Zabofi nad Labem—Pfeloué section,
1. koridoru jiz uvedeny do provozu. V souéasné dob& je  where there will be re-routings in 2004 between Recany
z celkové délky 1. koridoru dokonceno 362 km trati, cozje ~ nad Labem and Preloug, all construction projects on the
celkem 95 %. 1t corridor have been put into operation. In the 1% corridor,
a total of 362 km of tracks, accounting for 95%, has been
Na hlavnim rameni 2. koridoru z Bfeclavi pfes Pferov do  completed.
Bohumina a Petrovic u Karviné, jehoz realizace zacala
v zafi 1997, zbyva dokongit stavbu Hranice na Moravé  The main artery of the 2™ corridor from Breclav via Pferov
—Studénka, vSechny ostatni stavby jsou jiz v provozu. Na  to Bohumin and Petrovice u Karviné, whose construction
odboéném rameni 2. koridoru z Perova do Ceské Tfebové  began in September 1997, has been completed and put
je jiz dokonéena stavba v Useku Olomouc—Cervenka into operation with the exception of the Hranice na
a pokraduje realizace stavby Krasikov—Ceska Trebova. Moravé—Studénka section, which has not yet been
Dalsi stavby budou zahajeny v roce 2004. Ke konci roku  finalized. The construction of the Olomouc—Cervenka
2003 bylo z celkové délky 2. koridoru v¢etné odbo¢né  section on the side route of the 2™ corridor from Pferov to
vétve v provozu celkem 178 km trati, coz ¢ini 61 % celkové Ceska Trebova was completed, while the construction of
délky. the Krasikov—Ceska Trebova section continues. Other
construction projects will be launched in 2004. As of the
Na vystavbu 1. a 2. koridoru bude navazovat modernizace  end of 2003, a total of 178 km, which is 61% of the total
3. koridoru v trase Mosty u Jablunkova—Détmarovice length of the 2™ transit corridor tracks, including side
—Prerov—Ceska Trebova—Praha—Plzefi—-Cheb a 4. koridoru routes, was operational.
v trase Horni Dvofisté—Ceské Budéjovice—Praha. Oba tyto
koridory patfi do dopliikové sité TINA. Prvni stavba  Construction of the 1% and 2™ corridor will be followed
3. koridoru v Gseku Prerov—Ceskéa Trebova se jiz realizuje, by modernization of the Mosty u Jablunkova—Détmarovice
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pro ostatni stavby se zpracovava pfipravna a projektova
dokumentace.

V navaznosti na modernizaci tranzitnich Zelezni¢nich
koridorGi probihda modernizace dulezitych Zelezni¢nich
uzlG. Stavba Prijezd Zelezni¢nim uzlem Dé&cin je jiz
dokonéena, probihaji stavby Prljezd Zzst. Chocen
a Optimalizace Zelezni¢niho uzlu Bohumin. K realizaci je
pfipravena stavba ,Nové spojeni“ mezi zst. Praha hl. n.
a Praha Liben, ktera je soucasti staveb prijezdu
zelezniénim uzlem Praha. Zpracovavaji se projektové
Praha
Béchovice-Uvaly a Priijezd Zelezniénim uzlem Usti nad
Labem. Zahajena byla rovnéz i pfiprava prestavby
zelezniéniho uzlu Brno.

dokumentace pro stavby Modernizace trati

Vedle modernizace tranzitnich koridord a vyznamnych
zelezni¢nich uzll byla potfebna pozornost vénovana
i menSim investiénim akcim, jejichz cilem je zajistit
plynulost, bezpecnost a celkovou provozuschopnost
zelezni¢ni dopravni cesty. Ke zvySeni bezpecnosti
byla
a rekonstrukce zabezpelovaciho zafizeni na vybranych

zelezniéniho  provozu provedena vystavba
zelezni€nich prejezdech. S cilem snizit naklady k zajisténi
provozovani Zelezniéni dopravni cesty byly pfipraveny

a realizovany nékteré racionalizacni akce.

V roce 2003 pokracovala elektrizace trati v Useku
Rybnik-Lipno a byla zahajena stavba elektrizace trati
Kadan—Karlovy Vary. DalSi stavby elektrizace trati jsou
v pfipravé.

—Pterov—Ceskéa Trebova—Praha—Plzefi—-Cheb section in the
3" corridor and the Horni Dvoristé—Ceské Budgjovice—Praha
section in the 4™ corridor. Both of these corridors are included
in the additional TINA network. The first construction in the
3" corridor between Prerov—Ceska Tiebova is already in
progress, and project documentation is being prepared for
the other construction projects.

In addition to modernization of the transit railway corridors,
modernization of key railway junctions is performed. The
construction project “Transit through the Dé&c¢in Railway
Junction” has been completed, “Transit through the
Chocen Station” and “Optimization of the Bohumin
Railway Junction” are in progress. The project “New
Connection” between Praha hl. n. (Prague main station)
and Praha Liben railway stations, which is a part of the
construction projects involving transit through the Prague
junction, is ready for implementation. Project
documentation for the “Modernization of the Praha
Béchovice—-Uvaly section” and “Transit through the Usti
nad Labem Junction” is being prepared. Also, preparation
of the reconstruction of Brno railway junction was

launched.

Besides modernization of transit corridors and major
railway junctions, appropriate attention was also given to
smaller projects targeted at ensuring flawless operation,
safety and operability of railway infrastructure. The safety
of railway transportation was enhanced by the construction
and renovation of the safety system at several railway
crossings. Rationalization projects were implemented in
order to reduce the costs of operation of railway
infrastructure.

In 20083, the electrification of the Rybnik—Lipno section
continued and electrification of the Kadan—Karlovy Vary
section was launched. Other electrification projects are
being prepared.
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Zavazky a pohledavky

Payables and Receivables

Podle zakona ¢&. 77/2002 Sb. hospodaii SZDC se zavazky
a pohledavkami statni organizace Ceské drahy, které
existovaly k 1. lednu 2003 s vyjimkou:

a) nevycerpanych Uvérd poskytnutych statni organizaci
Ceské drahy na modernizaci draznich kolejovych
vozidel a pofizeni novych draznich vozidel,

b) nesplatnych zavazki a pohledavek statni organizace
Ceské drahy z obchodné pfepravnich vztahu,

c) zavazkl a pohledavek z pracovnépravnich vztah
zaméstnancu, ktefi ke dni vzniku akciové spole¢nosti
Ceské drahy presly na akciovou spoleénost Ceské
drahy.

Problematika pohledavek a zavazk( z obchodnich vztaha
Ceskych drah, statni organizace, byla v prab&hu roku 2003
projednavéana vliadou Ceské republiky s cilem najit
komplexni feseni.

Na zasedani dne 10. z&fi 2003 schvdlila viada CR usneseni
€. 908, které umoznilo ziskat finanéni prostfedky na Uhradu
zavazk(l Ceskych drah, statni organizace nasledujicimi
operacemi:

Pursuant to Act no. 77/2002 Coll., SZDC administers the
payables and receivables of Czech Railways, state
organization, existing as of 1 January 2003 with the
exception of:

a) undrawn loans provided to Czech Railways, state
organization, for modernization of railway vehicles
and the acquisition of new railway vehicles;

b) not yet due payables and receivables of Czech
Railways, state organization, arising from its trade
and transportation transactions; and

c) payables and receivables arising from employment
relations with respect to employees who were
transferred to Czech Railways, joint-stock company
upon its incorporation.

During 2003, the Czech Government discussed the issue
of trade payables and receivables of Czech Railways,
state organization, in order to find a comprehensive
solution of this matter.

On its meeting held on 10 September 2003, the Czech
Government approved Resolution No. 908, which enabled
the generation of funds for the settlement of the liabilities
of Czech Railways, state organization, through the
following transactions:
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1. postoupenim vlastnich pohledavek za dluzniky
v maximalni nominalni hodnoté 500 mil. K& na
Ceskou konsolidaéni agenturu za Uplatu 80 %
hodnoty pohledavek,

2. ziskanim zalohy ve vySi 2,2 mld. K¢ na budouci prodej
nemovitosti uvedenych v pfiloze zakona
&. 77/2002 Sb. a uréenych na thradu dluhti Ceskych
drah, statni organizace,

3. emisi cennych papirll (dluhopist) v objemu
do 7 mlid. K¢ se splatnosti péti az deseti let.

Proces postupovani pohledavek za dluzniky SZDC
probihal v souladu s usnesenim viady do 31. prosince
2003. Bylo uzavieno vice nez 1500 smluv o postoupeni
pohledavek v celkovém objemu nominalni hodnoty
postoupenych pohledavek 324 mil. K&. Inkasované kupni
ceny predstavuji 255 mil. K&.

Podpis smlouvy mezi Ceskou republikou zastoupenou
Ministerstvem dopravy, Ceskou konsolidaéni agenturou
a statni organizaci Sprava Zelezni¢ni dopravni cesty ze
dne 7. fijna 2003 umoznil ziskani dalSich financnich
prostfedkl ve vysi 2,2 mld. K¢.

Predpokladem k emisi dluhopist, jako stézejniho zdroje
k Ghradé zavazk(, bylo uzavieni smlouvy s Ceskou
konsolida¢ni agenturou jako s hlavnim manazerem emise
dne 6. prosince 2003.

DalSi vyznamnou oblasti, vedle pfevzatych zavazku
z obchodnich vztahd, jsou zavazky vzniklé z titulu
vy&erpanych Gvéri prevzatych po Ceskych drahéch, statni
organizaci, v celkovém objemu 40 201 mil. K&. Zavazky
v souCasné dobé z titulu statnich garanci hradi stat,
zastoupeny Ministerstvem financi. Tim dochazi
k transformaci zavazk(l SZDC viaéi bankam na zavazky
viéi statu. Splatnost zavazk(l je stanovena postupné,
v soudasné dobé& aZ do roku 2020. Reseni problematiky
dluhd vyplyvajicich z pfevzatych avéra probiha na udrovni
Ministerstva dopravy a Ministerstva financi.

1. transferring receivables from debtors in the maximum
nominal amount of CZK 500 million to the Czech
Consolidation Agency for a consideration equal to
80% of the value of receivables;

2. receiving an advance payment of CZK 2.2 billion for
the future sale of real estate listed in Annex to Act
no. 77/2002 Coll. and designed to cover the debts of
Czech Railways, state organization; and

3. issuing securities (bonds) of CZK 7 billion, maturing
within five to ten years.

In line with the Government Resolution, receivables
from debtors were transferred to SZDC by 31 December
2003. More than 1,500 contracts for the transfer of
receivables were entered into in an aggregate amount
equal to the nominal value of transferred receivables of
CZK 324 billion. The purchase prices received totaled
CZK 255 million.

Following the signing of the Contract by the Czech
Republic represented by the Ministry of Transport, the
Czech Consolidation Agency and Railway Infrastructure
Administration, state organization on 7 October 2003,
additional funding of CZK 2.2 billion was obtained.

The conclusion of a contract with the Czech Consolidation
Agency as the chief manager of the issue on 6 December
2003 was the prerequisite for the bond issue, representing
the key source of funds for settling the liabilities.

Apart from the assumed trade payables, other material
balances relate to the payables that arose from the drawn
loans assumed from Czech Railways, state organization,
in the aggregate amount of CZK 40,201 million. The
payables are currently paid by the state represented by the
Ministry of Transport from state guarantees. As a result,
SZDC’s payables are reclassified from payables to banks
to payables to the state. Their maturity is determined on a
gradual basis, currently it is up to 2020. The indebtedness
issue arising from the assumed loans is dealt with on the
level of the Ministry of Transport and the Ministry of
Finance.
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Hospodareni s majetkem zeleznic¢ni dopravni cesty
Management of the Railway Infrastructure Assets

Zakonem €. 77/2002 Sb. byl vy€lenén majetek, ktery tvofi
Zelezniéni dopravni cestu. Tento majetek je ve vlastnictvi
statu s pravem hospodareni SZDC.

Spravu a udrzbu uvedeného majetku zajistuje SZDC na
zaékladé smluvnich vztahl s jednotlivymi provozovateli
drah.

Docasné nepotiebny majetek je pronajiman tfetim
osobam, trvale nepotfebny majetek je v souladu se

zdkonem €. 77/2002 Sb. a po souhlasu vlady nabizen
k odprodeji.

Act No. 77/2002 Coll. splits off assets which constitute the
railway infrastructure. These assets are owned by the
state and managed by SZDC.

The management and maintenance of these assets are
provided for by SZDC based on contractual relations with
individual railway operators.

Temporarily redundant assets are leased to third parties,
while permanently redundant assets are, pursuant to Act
No. 77/2002 Coll., available for sale following the
Government’s approval.
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Personalni a mzdova oblast, pécCe o zaméstnance

Human Resources, Payroll and Benefits

K 1. lednu 2003, tj. ke dni vzniku, nastoupilo k SZDC
67 zaméstnancu. K 31. prosinci 2003 pracovalo na SZDC
126 zaméstnancl. Primérny evidenéni pocet zaméstnancu
SZDC za rok 2003 &inil 115,46 zaméstnancdl.

V prib&hu roku 2003 se SZDC zaméfila na postupné
napliovani organizacni struktury vhodnymi zaméstnanci
a vytvareni podminek pro systematické zvySovani jejich
odborné kvalifikace dle profesniho zamérfeni, vcetné
rozsifovani jazykovych znalosti.

V oblasti pée o zaméstnance je vyznamnou motivaci
i systém socialnich vyhod, mezi néz patfi poskytovani
pfispévkl na stravovani, penzijni pfipojisténi, zivotni
pojisténi a poskytovani pfispévkl z fondu kulturnich
a socialnich potfeb na odmény pfi Zivotnich a pracovnich
vyrocich, na dovolenou a na kulturni a sportovni vyziti.

SZDC had 67 employees as of 1 January 2003, i.e., as of
the formation date. As of 31 December 2003, SZDC had
126 employees. The average recalculated headcount of
SZDC for 2003 was 115.46.

During 2003, SZDC’s main focus was to hire suitable
employees on an ongoing basis to complete the
organizational structure and create conditions for the
systematic enhancement of their professional qualifications,
including the improvement of foreign language proficiency.

These perks present a system of social benefits, which is
a significant motivational factor, including meal vouchers,
supplementary pension insurance and contributions from
the cultural and social fund for bonuses on the occasion of
life and work related anniversaries, holiday and cultural
and sports events.
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Ochrana zivotniho prostredi
eEnvironmental Protection

Jednou z dominantnich prednosti Zelezni¢ni dopravni cesty
je minimalni zatézovani Zivotniho prostfedi. Na Zeleznici
probihaji pfepravy zbozi a osob ve srovnani se silnicni
dopravou na podstatné mensSim zaboru pudy, jsou
spotfebovany vyrazné mensi objemy energii, ¢imz vznika
méné exhalaci a méné hluku. Zelezniéni dopravni cesta je

SZDC vénuje ochrang zivotniho prostfedi velkou

pozornost. Soucasti nakladl na zajiSténi provozuschopnosti

Zelezni¢ni dopravni cesty a nakladd na jeji modernizaci

a rozvoj jsou i naklady na ochranu Zivotniho prostredi, které

jsou sledovany oddélené. Prostfedky vkladané do oblasti

ochrany Zivotniho prostfedi se zaméruji pfedevsim na:

— odstranovani starych ekologickych zatézi na zelezni¢ni
dopravni cestég,

— ochranu Zivotniho prostfedi pfi realizaci investi¢nich projektd,

— snizovani zatéze zivotniho prostiedi stavajicimi zdroji
znecisténi.

V ramci svych aktivit v oblasti ochrany zivotniho prostredi
SZDC fesi snizovani mnozstvi emisi a hluku na Zelezniéni
dopravni cesté, usiluje o redukci objemu emisi $kodlivin do
ovzdusi a pe€uje o zelen podél zelezni€nich trati.

One of the predominant advantages of the railway is that it
minimally burdens the environment. In comparison with road
transport, passengers and goods are transported occupying
less land, consuming substantially smaller amounts of
energy and, consequently, generating less emissions and
noise. In addition, railways are incomparably safer and more
resistant to external circumstances.

SZDC pays considerable attention to environmental

protection. The costs of providing infrastructure operability,

modernization and development include environmental

protection expenses which are monitored separately. Funs

allocated for environmental protection are mainly invested to:

— remove old environmental damage related to the
railways;

— ensure environmental protection in the implementation
of investment projects; and

— reduce the amount of environmental damage caused
by existing sources of pollution.

As part of its environmental protection activities, SZDC has
addressed the reduction of emissions and noise along
railways, striving to eliminate the volume of pollutants
emitted in the air and maintaining the vegetation along
railway tracks.
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Mezinarodni vztahy
International Relations

VSechna prava a povinnosti, plynouci z mezinarodnich smiuv
a z ¢&lenstvi statni organizace Ceské drahy v mezinarodnich
organizacich, preSly na zakladé zakona ¢&. 77/2002 Sb.
k 1. 1. 2003 na akciovou spoleénost Ceské drahy.

SZDC jako organizace, ktera pini funkci vlastnika drahy
v Ceské republice a jako subjekt odpovédny za modernizaci
a rozvoj zelezniéni dopravni cesty, jiz od svého vzniku feSila
otazku vlastniho zastoupeni v jednotlivych mezinarodnich
Zelezni¢nich organizacich.

V ramci pfipravy na vstup Ceské republiky do Evropské unie
se zvysil vyznam spoluprace s evropskymi zelezni€nimi
organizacemi a nutnost Uspésné integrace zelezni¢ni dopravni
cesty Ceské republiky do evropského Zelezniéniho systému.
Zajisténi interoperability Zelezniéni dopravni cesty Ceské
republiky a vytvofeni rovnych podminek pro vstup vSech
opravnénych dopravcu na ni je jednim z hlavnich strategickych
zaméri SZDC.

V souéasné dobé je SZDC &lenem Sdruzeni evropskych
zeleznic (CER), Sdruzeni stfedoevropskych zeleznic Visegrad
(V 4) a sdruzeni manazer( infrastruktury ve stfedni Evropé
CENTROPA. Na zéakladé ,Smlouvy o spolupraci‘ uzaviené
s akciovou spoleénosti Ceské drahy se SZDC aktivné Ggastni
na jednanich Mezinarodni Zelezniéni unie UIC. Zastupci SZDC
se pravidelné ucastni mezinarodnich konferenci a jednani.

All rights and obligations arising from international agreements
and the membership of Czech Railways, state organization, in
international organizations were transferred to Czech Railways,
joint-stock company pursuant to Act No. 77/2002 Coll.
as of 1 January 2003.

SZDC, acting as the owner of the railway infrastructure in the
Czech Republic and being responsible for its modernization
and development, has been dealing with the issue of its
representation in individual international railway organizations
ever since its formation.

During preparations for the accession of the Czech Republic to
the European Union, co-operation with European railway
companies and the need for successful integration of the Czech
railway infrastructure into the European railway infrastructure
gained in importance. The main strategic aims of SZDC are,
among others, to provide for the interoperability of railway
infrastructure in the Czech Republic and ensure equal terms
and conditions for all authorized carriers.

At present, SZDC is a member of the Community of European
Railways (CER), the Association of Central European Railways
Visegrad (V 4) and CENTROPA, the association of the railway
infrastructure managers in Central Europe. Based on the
‘Contract for Co-operation’ entered into with Czech Railways,
joint-stock company, SZDC actively participates in the
negotiations of the International Union of Railways (UIC).
SZDC'’s representatives attend international conferences and
negotiations on a regular basis.
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Dalsi vyvoj

Subsequent Development

V néavaznosti na smlouvu uzavienou s Ceskou
konsolidaéni agenturou jako hlavnim manazerem emise
dluhopistl byla v unoru 2004 podepsana Smlouva o koupi
a upisu dluhopisti mezi Ceskou konsolidaéni agenturou
jako hlavnim manazerem, SZDC jako emitentem
a jednotlivymi nabyvateli dluhopisd. Finanéni prostfedky
z emise dluhopis(l byly ziskany v mésici bfeznu a nasledné
byla okamzité zahdjena Uhrada zavazkd jednotlivym
véfitelim. Lze konstatovat, Zze k pololeti roku 2004 byla
uhrazena vétsina zavazkd, které na SZDC piesly ze statni
organizace Ceské drahy, &imz doslo k vytvofeni
zékladnich podminek pro fungovani SZDC.

Ve druhé poloviné roku 2003 byla zahajena jednani mezi
Ministerstvem dopravy, akciovou spolecnosti Ceské drahy
a SZDC ve véci zmény zplisobu zabezpeéeni moder-
nizace a rozvoje Zelezniéni dopravni cesty. Jiz kratce po
transformaci statni organizace Ceské drahy a vzniku obou
nastupnickych organizaci se ukazalo, Ze nastaveni
investorského systému, pfi kterém se realizuje cca 92 %
finanéniho objemu praci na majetku, ktery tvofi zelezni¢ni
dopravni cestu s pravem hospodafeni SZDC, av$ak
realizace je plné zajistovana akciovou spolegnosti Ceské
drahy, si vyzaduje pfehodnoceni tohoto stavu. Vysledkem
jednani byla dohoda, na zakladé které byly ke

In concurrence with the contract entered into with the
Czech Consolidation Agency as the manager-in-chief for
the bond issue a contract for the purchase and
subscription of bonds was entered into by the Czech
Consolidation Agency as the chief manager, SZDC, as the
issuer, and individual bond purchasers in February 2004.
Funds from the bond issue were received in March and,
subsequently, the settlement of payables to individual
creditors was initiated. We note that most payables
transferred to SZDC from Czech Railways, state
organization were settled by mid-2004, which established
the basic preconditions for the operation of SZDC.

In the second half of 2003, negotiations commenced
between the Ministry of Transport, Czech Railways, joint-
stock company and SZDC regarding changes in the
railway modernization and development measures. Soon
after the transformation of Czech Railways, state
organization, and the formation of both successor entities,
it became obvious that the setting of the investment
system required a re-adjustment of the existing conditions
where approximately 92 percent of the financial volume of
work on the assets constituting the railway infrastructure
was managed by SZDC and generated within this system,
but implementation was fully provided for by Czech
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dni 1. ledna 2004 cinnosti souvisejici se zajisStovanim
dopravni
pfevedeny z akciové spole¢nosti Ceské drahy na SZDC.

modernizace a rozvoje zelezniéni cesty
Tento krok prakticky znamenal, ze k uvedenému datu
presly do SZDC organizaéni jednotky Stavebni sprava
Praha, Olomouc a Plzen a pfevazna &ast pracovnikd
investiéniho odboru akciové spolesnosti Ceské drahy.
Pfevodem ¢innosti spojenych se  zajiStovanim
modernizace a rozvoje na SZDC doslo ke zjednoduseni
vztahd, urychleni jednotlivych krok(l souvisejicich
s pfipravou a realizaci staveb modernizace a rozvoje,
vCetné zpruhlednéni vztahll v zadavacich fizenich
a smluvnich vztah(l mezi objednatelem a zhotovitelem.

Dnem 1. kvétna 2004 nabyl uc¢innosti zakon 103/2004 Sb.,
kterym se vydava novela zakona ¢&. 266/1994 Sb.
o drahach. Soudasti této novely je i zména ve zplsobu
pfidélovani kapacity drahy, ktera spociva v oddéleni
licen¢niho fizeni od fizeni o pfidélovani kapacity zelezniéni
dopravni cesty na draze celostatni a regionalni.
Kompetence k pfidélovani kapacity Zelezni¢ni dopravni
cesty na draze celostatni a regionalni jsou novelou zakona
dany tzv. ,pfidélci“, kterym je Sprava zelezni¢ni dopravni
cesty, jde-li o dopravni cestu ve vlastnictvi statu, anebo
vlastnik dopravni cesty, jde-li se o dopravni cestu, ktera ve
vlastnictvi statu neni. SZDC jako pfidélce pFidéluje
kapacitu dopravni cesty za cenu sjednanou podle
cenovych pfedpisli stanovenim ramcovych ¢asovych tras
vlak(i. Novou povinnosti SZDC je zajistit nediskriminadni
pridélovani kapacity Zelezni¢ni dopravni cesty, koordinovat
pozadavky dopravcud s cilem maximalniho vyuziti kapacity
drahy a dale vydavat prohldSeni o draze celostatni
a regionalni, ve kterém jsou uvedeny podrobné podminky
pro pfidélovani kapacity drahy. Prvni prohlaseni o draze
vydala SZDC v dubnu 2004.

Novelou zakona 77/2002 Sb., pfeslo dnem 1. 7. 2004
z Ministerstva dopravy na SZDC pravo hospodateni
s majetkem vymezenym v pfiloze tohoto zakona.
Povinnosti SZDC je zajistit prodej uvedeného majetku
v souladu s platnou legislativou a ziskané prostfedky
pouzit k Uhradé zavazk( byvalé statni organizace Ceské
drahy, které byly pfevedeny na SZDC.

V souvislosti se vstupem Ceské republiky do Evropské
unie se SZDC zaméfi na vybér a pfipravu vhodnych
projektd k financovani z fondd Evropské unie. Nové
pfipravované projekty jiz musi splfiovat podminky zdsad
pro interoperabilitu evropskych Zelezni¢nich trati.

Prioritnim zamérem je zahdajeni a realizace pilotnich

Railways, joint-stock company. The negotiations resulted
in an agreement transferring activities related to the
railway infrastructure modernization and development
measures from Czech Railways, joint-stock company to
SZDC as of 1 January 2004. This de facto meant that the
organization units of Civil-Engineering Administration
Prague, Olomouc and Pilsen and the majority of the
personnel of the Investment Department of Czech
Railways, joint-stock company were transferred to SZDC
as of that date. Transferring activities related to the
modernization and development to SZDC simplified
relations and sped-up individual steps related to the
preparation and implementation of construction projects,
modernization and development, while making relations
within tender proceedings as well as contractual relations
between the customer and the contractor more transparent.

Act 103/2004 Coll. amending Railway Act No. 266/1994
Coll. became effective on 1 May 2004. The Act covers,
among other things, a change in the allocation of the
railway infrastructure capacity consisting in the separation
of the license proceedings from the proceedings on the
allocation of the railway infrastructure capacity of national
and regional railways. The amended Act grants the
authority to allocate the railway infrastructure capacity of
national and regional railways to the so-called allocator,
which is SZDC provided that the railway infrastructure is
owned by the state, or the owner of the railway
infrastructure if the railway infrastructure is not owned by
the state. SZDC, acting as the allocator, allocates the
railway infrastructure capacity for the price negotiated
under price regulations by setting general time routes for
trains. New obligations of SZDC are to ensure the non-
discriminatory allocation of the railway infrastructure
capacity, and co-ordinate the requirements of carriers in
order to provide for maximum utilization of the railway
issue

infrastructure capacity, and additionally to

statements on the national and regional railways
specifying in detail the terms and conditions of the
allocation of the railway infrastructure capacity. The first

Network Statement was published by SZDC in April 2004.

Act 77/2002 Coll., as amended, transferred the right to
manage assets specified in the Annex to the Act from the
Ministry of Transport to SZDC as of 1 July 2004. SZDC is
obliged to provide for the sale of these asses in
compliance with the valid legislation, and use funds
acquired therefrom for the settlement of payables of the
former Czech Railways, state organization, that have been
transferred to SZDC.
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projektll evropského systému fizeni Zelezni¢ni dopravy  In connection with the accession of the Czech Republic to
(GSM-R, ETCS). the EU, SZDC will focus on the selection and preparation
of suitable projects to be financed from EU funds. Newly
V oblasti modernizace a rozvoje zelezni¢ni dopravni cesty  prepared projects must comply with the terms and
se SZDC zamé&l nejen na pokradovani realizace  conditions determined by the interoperability standards of
stanovenych investi¢nich priorit, pfedevSim v oblasti European railways. The prior objective is to initiate and
modernizace vybranych koridorovych staveb, Zelezni¢nich implement the pilot projects of the European system for
stanic a uzl(, ale bude hledat i dal§i moznosti, jak zajistit railway transport control (GSM-R, ETCS).
rozvoj dalSich trati, na kterych je predpoklad vyskytu
pfepravnich potfeb a zabezpeéeni rychlé a bezpeéné  Within the railway infrastructure modernization and
dopravy. Cilem je rovndz udrzet mezinarodni tranzitni  development activities, SZDC will focus not only on the
pfepravy pfes Ceskou republiku a vytvofit podminky pro  ongoing implementation of set investment priorities,
zménu stavajiciho poméru vykond mezi silniéni  predominantly concerning the modernization of selected
a zelezni¢ni dopravou, jak v osobni, tak pfedevsim corridors, railway stations and junctions, but will also look
v nakladni dopravé. for other options for providing for the development of other
routes where the need for quick and safe transport is
Zamérem SZDC jakozto vlastnika drahy je zabezpedit  expected to arise. In addition, SZDC will strive to keep
nejvySsi efektivitu vynakladanych finanénich prostfedkl  international transit transport going through the Czech
nutnych k zabezpeceni provozovani a provozuschopnosti Republic and generate conditions leading to a change in
zelezniéni dopravni cesty. Prostfedkem k realizaci tohoto  the existing performance proportion between the road and
zadméru je mimo jiné pfipravovana zmeéna zplGsobu railway transport, in terms of both passenger and freight
vykazovani nakladl na uvedené d¢innosti a realizace  transport.
racionalizaénich akci, které povedou k Uspore nakladu.
SZDC, as the rail owner, seeks to ensure maximum
V ramci pokracujiciho procesu transformace zZelezni¢niho  efficiency of funds spent on the operation and operability
systému bude na zékladé dosavadnich zkuSenosti of the railway infrastructure. To achieve this objective,
a doporuceni vyplyvajicich z vysledk(l projektu PHARE  a change in the reporting of expenses for the above
provedena analyza rozdéleni ¢innosti mezi vlastnikem activities and in cost-saving measures is being prepared.
drahy a provozovatelem drahy s cilem optimalizovat
nastavené vzajemné vztahy. As part of the ongoing transformation of the railway
system, an analysis of the division of its activities between
the rail owner and the operator of the railway will be
performed based on experience and recommendations
arising from the outputs of the PHARE project, resulting in
the optimal setting of mutual relations.
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Zprava auditora

Na zakladé provedeného auditu jsme dne 28. kvétna 2004 vydali k UCetni zavérce, ktera je soucasti této vyrocni zpravy (str. 30-55),
zpravu nasledujiciho znéni:

,Provedli jsme audit pfiloZzené Gcetni zavérky Spravy Zelezniéni dopravni cesty, statni organizace (,SZDC) k 31. prosinci 2003.
Za sestaveni Udetni zavérky je odpovédny generalni feditel SZDC. Nasi odpovédnosti je vyjadFit nazor na Ggetni zavérku jako celek na
zékladé provedeného auditu.

N&s audit jsme provedli v souladu se zakonem o auditorech a auditorskymi sméricemi vydanymi Komorou auditorti Ceské republiky.
Tyto smérnice vyzaduji, abychom planovali a provedli audit s cilem ziskat pfiméfenou miru jistoty, Ze Ucetni zavérka neobsahuje
vyznamné nespravnosti. Audit zahrnuje vybérovym zplisobem provedené ovéreni Ucetnich zaznami a dalSich informaci prokazujicich
Udaje v Udetni zavérce. Audit také zahrnuje posouzeni Udetnich postupll a vyznamnych odhadd pouzitych SZDC pfi sestaveni zavérky
a posouzeni celkové prezentace UCetni zavérky. Jsme presvédceni, Ze provedeny audit dava pfiméreny zéklad pro vysloveni vyroku na
ucetni zaveérku.

Podle naseho nazoru Ucéetni zavérka podava ve vSech vyznamnych ohledech vérny a poctivy obraz aktiv, zavazku, vlastniho kapitalu
a finanéni situace Spravy Zelezniéni dopravni cesty, statni organizace k 31. prosinci 2003 a vysledku hospodareni za rok 2003 v souladu
se zédkonem o U&etnictvi a pFislusnymi predpisy Ceské republiky.

Aniz bychom vyjadfovali vyhrady, upozorfiujeme na nasledujici skute¢nosti:

Jak je uvedeno v bod& 2 pfilohy k Gdetni zavérce, SZDC vznikla k 1. lednu 2003 na zékladé zakona &. 77/2002 Sb. (,zékon
o transformaci®) jako jeden ze dvou pravnich nastupcti Ceskych drah, statni organizace. Z tohoto dlivodu rozvaha obsahuje jako
srovnatelné Udaje pocatecni stavy pfevzaté ze zahajovaci rozvahy k 1. lednu 2003 a v souladu s pravnimi pfedpisy vykaz zisku a ztraty,
vykaz penéznich tokli a vykaz zmén vlastniho kapitalu neobsahuji Zadné srovnatelné tdaje prfedchoziho obdobi.

Jak je uvedeno v bodé 7.1. pfilohy k U€etni zavérce, sestaveni zahajovaci rozvahy k 1. lednu 2003, ktera je soucasti této Ucetni zaverky,
vyzadovalo, aby vedeni SZDC aplikovalo v zékoné véeobecné stanovené principy déleni na jednotlivé polozky majetku a zévazkd
Ceskych drah, statni organizace, pfipadné provedlo nékteré odhady nebo pouzilo urgité pfedpoklady pro déleni tohoto majetku a zavazku.
PFi provedeni této aplikace zékona o transformaci a stanoveni odhadl a predpokladll vedeni vynalozZilo nejlepsi Usili s cilem zajistit
spravné a pravné konzistentni déleni majetku a zavazku. Pres toto Usili mohou v uréitych oblastech existovat alternativni vyklady
ustanoveni zékona o transformaci a nelze vylouéit, Ze v budoucnosti mohou byt nékteré z téchto alternativnich vykladi zjistény jako
vhodnéjsi. Ugetni zavérka neobsahuje Zadné Upravy, které by mohly vyplynout z takovych pfipadnych budoucich zmén pouzitych vyklad
a z nich vyplyvajicich dopadti do vykazovanych polozek a hodnot majetku a zavazk SZDC.

Zejména v pfipadech polozek dlouhodobého hmotného majetku obsazenych v zakladatelské listing spole¢nosti Ceské drahy, a.s.,
u kterych mohou existovat nejistoty &i alternativni pravni nazory na jejich rozdéleni mezi SZDC a spoleénost Ceské drahy, a.s., jak je
uvedeno v pfedchazejicim odstavci, byla respektovana zakladatelské listina spole¢nosti Ceské drahy, a.s. Majetek obsaZeny v této
zakladatelské listing neni obsazen v zahajovaci rozvaze SZDC k 1. lednu 2003.

Zaroven je soucasti ostatnich kratkodobych pohledavek obsazenych v zahajovaci rozvaze k 1. lednu 2003 éastka 2 miliony K&
predstavuijici pomérnou ¢ast pohledavky Ceskych drah, statni organizace z titulu naroku na dotaci do fondu kulturnich a socialnich potfeb
v celkové vys$i 261 milioni K&. Tato pohledavka byla rozdélena mezi SZDC a spoleénost Ceské dréhy, a.s. dle ustanoveni § 35 zékona
o transformaci, tj. v poméru podle po¢tu zameéstnancu. Toto déleni bylo zvoleno vzhledem ke skute¢nosti, Ze tato pohledavka byla pfimo
spojena se zlstatkem fondu kulturnich a socialnich potfeb, k jehoz naplnéni slouzila a ktery byl délen dle totozného kriteria.

Jak je uvedeno v bodé 7.2 piilohy k Géetni zavérce, v souladu se zakonem o transformaci presla vétsina zavazki Ceskych drah, statni
organizace k 1. lednu 2003 na SZDC. Jedna se zejména o zéavazky viéi bankam, dodavateltim, finanénim Gfadim, zdravotnim
pojistovnam, spravam socidlniho zabezpeéeni apod. Vyznamna &ast téchto zavazkd nebyla k 31. prosinci 2003 uhrazena. Cisté penézni
pfijmy z &innosti SZDC nepostaduiji na Ghradu vSech téchto zavazkl. Reseni Ghrady ¢asti téchto zavazkl je pfedmétem usneseni viady
Ceské republiky ze dne 10. zafi 2003. Uhrada zbyvaijici ¢asti zavazki bude pfedmétem dalSich rozhodnuti na Grovni viady Ceské
republiky. Na zékladé zakona o transformaci ruéi za zavazky SZDC stat.
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Auditor’s Report

Based upon our audit, we issued the following audit report dated 28 May 2004 on the financial statements which are included in this
annual report (p. 30-55):

“We have audited the accompanying financial statements of Sprava Zelezniéni dopravni cesty, statni organizace (‘SZDC’) for the year
ended 31 December 2003. These financial statements are the responsibility of SZDC’s Director General. Our responsibility is to express an
opinion on the financial statements, taken as a whole, based on our audit.

We conducted our audit in accordance with the Act on Auditors and the auditing standards issued by the Chamber of Auditors of the Czech
Republic. Those standards require that we plan and conduct the audit to obtain reasonable assurance about whether the financial
statements are free of material misstatements. An audit includes examining, on a test basis, the accounting records and other evidence
supporting the amounts and disclosures in the financial statements. An audit also includes an assessment of the accounting principles
used and significant estimates made by SZDC in the preparation of the financial statements, as well as evaluation of the overall financial
statements presentation. We believe that our audit provides a reasonable basis for our opinion on the financial statements.

In our opinion, the financial statements give a true and fair view, in all material respects, of the assets, liabilities, equity and financial
position of Sprava Zelezniéni dopravni cesty, statni organizace as of 31 December 2003 and of the results of its operations for the year then
ended in accordance with the Accounting Act and applicable Czech regulations.

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

As discussed in Note 2 to the financial statements, SZDC was formed on 1 January 2003 pursuant to Act 77/2002 Coll. (the ‘Transformation
Act’) as one of the legal successors of Ceské drahy, statni organizace. As such, the balance sheet comparatives include opening
balances taken from the opening balance sheet as of 1 January 2003 and the profit and loss account, the statement of cash flows and
statement of changes in equity do not contain any comparative amounts for the prior period in accordance with applicable legislation.

As discussed in Note 7.1 to the financial statements, the presentation of the opening balance sheet as of 1 January 2003, which is
included in the accompanying financial statements, required SZDC’s management to apply general apportionment principles as outlined
in the Act to the individual components of the assets and liabilities of Ceské drahy, statni organizace, and/or to make estimates and
assumptions that affect the apportionment of these assets and liabilities. Management made its best efforts to interpret and apply the
Transformation Act and to make estimates and assumptions in order to ensure the appropriate and legally consistent apportionment
of assets and liabilities. Despite these efforts, alternative interpretations of the Transformation Act may exist in certain areas and it cannot
be ruled out that certain of these alternative interpretations may be identified as being more appropriate in the future. The financial
statements do not include any adjustments that might be necessary as a result of any such future revisions of the applied interpretations
and the resulting impacts on the reported components and amounts of SZDC's assets and liabilities.

Specifically in respect of the components of the tangible fixed assets contained in the Establishment Deed of Ceské drahy, a.s., where
uncertainties or alternative legal opinions on their apportionment between SZDC and Ceské drahy, a.s. may exist as discussed in the
previous paragraph, the Establishment Deed of Ceské drahy, a.s. was respected. The assets contained in the Establishment Deed are
not presented in SZDC’s opening balance sheet as of 1 January 2003.

Other short-term receivables reported on the face of the opening balance sheet as of 1 January 2003 include an amount of CZK 2 million
representing a pro-rata amount of a receivable of Ceské drahy, statni organizace arising from the entitiement to a grant for the cultural
and social needs fund in the aggregate amount of CZK 261 million. This receivable was apportioned between SZDC and Ceské drahy, a.s.
pursuant to Section 35 of the Transformation Act, that is, in a proportion according to the number of employees. This apportionment was made
due to the fact that the receivable is directly linked to the balance of the culture and social needs fund, which is financed by the receivable
and was apportioned according to the same criterion.

As discussed in Note 7.2 to the financial statements, the bulk of the payables of Ceské drahy, stétni organizace were taken over by SZDC
under the Transformation Act as of 1 January 2003. These specifically involved amounts owed to banks, suppliers, taxation authorities,
health insurers, social security administrators, etc. A substantial proportion of these payables remained outstanding as of 31 December
2003. The net cash inflows from SZDC'’s operations are not sufficient to settle all of these payables. The settlement of part of these payable
is dealt with in the Resolution passed by the Czech Government on 10 September 2003. The settlement of the remaining balance of the
payables will be the subject of further resolutions to be adopted by the Czech Government. Pursuant to the Transformation Act, SZDC’s
payables are guaranteed by the State.
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Jak je uvedeno v bodé 7.2 ptilohy k tGdetni zavérce, SZDC poskytuje Zelezniéni dopravni cestu spoleénosti Ceské drahy, a.s. a ostatnim
dopravciim k uzivani ve verejném zajmu za vécné usmérnovanou cenu, kiera je stanovena zakonem ¢. 526/1990 Sb., o cenach. Prijmy
z Uhrady za pouzivani zelezni¢ni dopravni cesty nepostacuji na pokryti nakladd na jeji provoz, udrzbu a dalSi rozvoj. Financovani ¢innosti
SZDC je tudiz zavislé na dotacich od statu, pfipadné dal$ich subjektc.

Jak je uvedeno v bodé 6.1 pilohy k Gdetni zavérce, Ceské drahy, statni organizace evidovaly dlouhodobé vyznamné mnozZstvi zavazkil
po |hité splatnosti, ze kterych mohou vyplynout pendle a troky z prodleni. V souladu se zédkonem o transformaci pfesla na SZDC
povinnost Ghrady penale a troku z prodleni z vétiny zavazk( Ceskych drah, statni organizace. Na penéle a troky z prodleni pozadované
véiteli, od kterych SZDC do data sestaveni Udetni zavérky obdrzela pfislugny pozadavek, resp. kde Ize pfislu$nou éastku odhadnout, je
tvofena rezerva. Lze v8ak predpokladat, Ze v budoucnosti mohou byt na SZDC pozadovany dalsi vyznamné &astky penale a Grokl
z prodleni, které nebyly dosud uplatnény. Koneéné celkové naklady, které v souvislosti s témito dalSimi naroky mohou vzniknout, nelze
v soucasnosti spolehlivé urcit, a proto v U€etni zavérce nebyla z tohoto titulu provedena zadna dalsi Gprava.

Jak je uvedeno v bodé 7.4 pfilohy k ucetni zavérce, Zivotnost a ekonomicky pfinos vyznamné ¢asti existujiciho dlouhodobého majetku
tvoriciho Zelezni¢ni dopravni cestu zavisi na dostupnosti finanénich prostfedkd a budoucich rozhodnutich o jeho obnové, modernizaci
a racionalizaci. Z divodu existujicich nejistot v uvedenych oblastech nelze konecnou Zivotnost a ekonomicky pfinos existujiciho
dlouhodobého majetku urcit, a proto nebyly v G€etni zavérce z tohoto titulu provedeny zadné Upravy ocenéni.

Jak je uvedeno v bodé 3.1 prilohy k detni zavérce, pfevazna vétsina dlouhodobého hmotného majetku SZDC tvofi zelezniéni dopravni
cestu, ktera neni od 1. ledna 2003 na zakladé § 26 zékona o transformaci Géetné odpisovana. Castka netiétovanych téetnich odpisti pro
rok 2003 vychazejici z planu Ucéetnich odpisti platnych do 31. prosince 2002 ¢ini pfiblizné 3,6 miliardy Ké&.“

Rovnéz jsme ovéfili soulad ostatnich financnich informaci uvedenych v této vyroéni zpravé s vySe zminénou Ucetni zavérkou. Za

spravnost téchto ostatnich informaci odpovida generalni feditel SZDC. Podle naseho nézoru jsou tyto informace ve véech vyznamnych
ohledech v souladu s pfislu§nou Ucetni zavérkou.

V Praze, 28. ¢ervna 2004

Dl of Vieke

Auditorska spole¢nost: Deloitte & Touche spol. s r.o. Odpovédny auditor: Michal Petrman
Osveédcéeni €. 79 Osveédceni €. 1105
zastoupena: Michal Petrman, jednatel
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As discussed in Note 7.2 to the financial statements, SZDC provides Ceské dréhy, a.s. and other transporters with railway routes for use
in the public interest for a cost adjusted price which is set out in the Pricing Act 526/1990 Coll. The proceeds from payments for the use
of the railway routes are not sufficient to offset the costs involved in operating, maintaining and developing the railway routes. As such, the
financing of SZDC’s activities is dependent upon subsidies from the State and/or other entities.

As discussed in Note 6.1 to the financial statements, Ceské drahy, statni organizace historically had a substantial balance of overdue
payables which can lead to penalties and default interest. In accordance with the Transformation Act, SZDC took over the liability to settle
penalties and default interest in respect of the bulk of the payables of Ceské drahy, statni organizace. Penalties and default interest claimed
by creditors, which presented SZDC with their claims by the balance sheet date/where the relevant balance can be estimated, were provided
for. However, it can be expected that SZDC may be presented with other significant amounts of penalties and default interest in the future
for which no claims have as yet been made. The expenses that may be ultimately incurred in respect of these claims cannot be presented
determined with sufficient certainty and accordingly no adjustment has been made in the financial statements in this respect.

As discussed in Note 7.4 to the financial statements, the useful lives of, and economic benefits associated with, the bulk of the existing
tangible fixed assets forming the railway routes are dependent upon the availability of funding and future decisions regarding their
renovation, modernisation and rationalisation. Due to the existing uncertainties in the above areas, the ultimate useful lives of, and
economic benefits associated with, the existing tangible fixed assets cannot be presently determined and accordingly no adjustment to
the valuation of tangible fixed assets has been made in the financial statements.

As discussed in Note 3.1 to the financial statements, a predominant proportion of SZDC'’s tangible fixed assets form the railway routes
which have not been depreciated for accounting purposes with effect from 1 January 2003 in accordance with Section 26 of the
Transformation Act. The amount of unrecorded accounting depreciation charges for the year ended 31 December 2003, based upon the
accounting depreciation plan effective until 31 December 2002, is approximately CZK 3.6 billion.”

We have read other financial information included in this annual report for consistency with the above mentioned financial statements.
The responsibility for the correctness of this information rests with SZDC’s Director General. In our opinion, other financial information
included in this annual report is consistent, in all material respects, with the relevant financial statements.

In Prague on 28 June 2004

Wl f Vit

Audit firm: Deloitte & Touche spol. s r.o Statutory auditor: Michal Petrman
Certificate no. 79 Certificate no. 1105
Represented by: Michal Petrman

statutory executive
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Ucetni zavérka / Financial Statements

ROZVAHA V PLNEM ROZSAHU / BALANCE SHEET IN FULL VERSION

k 31. 12. 2003 (v tis. K¢&) as of 31. 12. 2008 (in CZK thousand)
31. 12. 2003 1. 1. 2003
Brutto / Korekce / Netto / Netto /
Gross Adjustment Net Net
AKTIVA CELKEM / TOTAL ASSETS 167 703 697 70 008 136 97 695 561 97 381 411
B. Dlouhodoby majetek / Fixed assets 157 912 196 69 261 207 88 650 989 86 036 814
[ Dlouhodoby nehmotny majetek / Intangible fixed assets 31524 11915 19 609 22915
3. Software / Software 31524 11915 19 609 1502
7. Nedokonceny dlouhodoby nehmotny majetek /
Intangible fixed assets under construction 0 0 0 21413
. Dlouhodoby hmotny majetek / Tangible fixed assets 157 880 672 69 249 292 88 631 380 86 013 899
1. Pozemky / Land 4 542 994 9 950 4 533 044 4 257 968
2. Stavby / Structures 128 828 763 61 508 508 67 320 255 66 059 446
3. Samostatné movité véci a soubory movitych véci /
Individual movable assets and sets of movable assets 18 275 241 7 629 234 10 646 007 10 421 017
7. Nedokoncéeny dlouhodoby hmotny majetek / Tangible fixed assets under construction 5948 716 101 600 5847 116 4 522 352
8. Poskytnuté zalohy na dlouhodoby hmotny majetek /
Prepayments for tangible fixed assets 284 958 0 284 958 753 116
C. Obézna aktiva / Current assets 9716 455 746 929 8 969 526 11 288 239
I Zasoby / Inventories 98 0 98 0
1. Material / Material 98 0 98 0
. Dlouhodobé pohledavky / Long-term receivables 407 0 407 28
1. Pohledavky z obchodnich vztaht / Trade receivables 69 0 69 28
6. Jiné pohledavky / Other receivables 338 0 338 0
. Kratkodobé pohledavky / Short-term receivables 8 529 201 746 929 7 782 272 9700 736
1. Pohledavky z obchodnich vztaht / Trade receivables 1085 124 668 977 416 147 999 918
6. Stat — dariové pohledavky / State — tax receivables 193 561 0 193 561 490 215
7. Ostatni poskytnuté zalohy / Other prepayments made 4171 0 4171 0
8. Dohadné ucty aktivni / Estimated receivables 359 726 0 359 726 1351 450
9. Jiné pohledavky / Other receivables 6 886 619 77 952 6 808 667 6 859 153
Iv. Kratkodoby finanéni majetek / Current financial assets 1186 749 0 1186 749 1587 475
1. Penize / Cash on hand 190 0 190 10 000
2. Ugty v bankach / Cash at bank 1186 559 0 1186 559 1577 475
D. L Casové rozli§eni / Other assets 75 046 0 75 046 56 358
1. Naklady pfistich obdobi / Deferred expenses 75 024 0 75 024 55978
3. P¥ijmy pfistich obdobi / Accrued income 22 0 22 380

Kontrolni éislo / Control number 670 739 742 280 032 544 390 707 198 389 469 286
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ROZVAHA V PLNEM ROZSAHU / BALANCE SHEET IN FULL VERSION

k 31. 12. 2003 (v tis. K&)

as of 31. 12. 2003 (in CZK thousand)

31

31. 12. 2003 1. 1. 2003

PASIVA CELKEM / TOTAL LIABILITIES & EQUITY 97 695 561 97 381 411

A. Vlastni kapital / Equity 36 221 645 38 878 057
I Zakladni kapital / Share capital 38 859 536 38 874 869

1. Zakladni kapital / Share capital 38 859 536 38 874 869

. Kapitalové fondy / Capital funds 33704 0

2. Ostatni kapitalové fondy / Other capital funds 33 704 0

. Rezervni fondy, nedélitelny fond a ostatni fondy ze zisku / Statutory funds 3381 3188

2. Statutarni a ostatni fondy / Statutory and other funds 3381 3188

V. Vysledek hospodareni bézného ucetniho obdobi (+/- ) / Profit or loss for the current period (+/ -) -2 674 976 0

B. Cizi zdroje / Liabilities 60 477 228 57 769 810
I Rezervy / Reserves 1615 875 1083 418

4. Ostatni rezervy / Other reserves 1615 875 1083 418

. Dlouhodobé zavazky / Long-term liabilities 19 672 250 11 032 134

9. Jiné zavazky / Other payables 19 672 250 11032 134

. Kratkodobé zavazky / Short-term liabilities 5933 094 10 734 427

1. Zavazky z obchodnich vztahl / Trade payables 5009 092 7 303 875

5. Zavazky k zaméstnancim / Payables to employees 2723 52 596

6. Zavazky ze socialniho zabezpeceni a zdravotniho pojisténi / Social security and health insurance payables 831 422 1794 590

7. Stat— dariové zavazky a dotace / State — tax payables and subsidies 47 670 428 495

8. Kratkodobé prijaté zalohy / Short-term prepayments received 20 586 0

10. Dohadné uéty pasivni / Estimated payables 19 600 1082 472

11. Jiné zavazky / Other payables 2001 72 399

V. Bankovni Gvéry a vypomoci / Bank loans and borrowings 33 256 009 34 919 831

1. Bankovni Gvéry dlouhodobé / Long-term bank loans 31908 221 33 172 830

2. Kratkodobé bankovni Uvéry / Short-term bank loans 1347 788 1747 001

C. 1 Casové rozligeni / Other liabilities 996 688 733 544
1. Vydaje pfistich obdobi / Accrued expenses 113 886 67 296

2. Vynosy pristich obdobi / Deferred income 882 802 666 248
Kontrolni ¢islo / Control number 392 460 532 388 792 100
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VYKAZ ZISKU A ZTRATY / PROFIT AND LOSS ACCOUNT
v druhovém ¢lenéni k 31. 12. 2003 (v tis. K¢&) structured by the nature of expense metod year ended 31. 12. 2003 (in CZK thousand)

Obdobi do 31. 12. 2003
Year ended 31. 12. 2003

I Vykony / Production 5 935 206
1. Trzby za prodej vlastnich vyrobku a sluzeb / Sales of own products and services 5 935 206
B. Vykonova spotieba / Purchased consumables and services 11 932 430
1. Spotieba materialu a energie / Consumed material and energy 6 678
2. Sluzby / Services 11 925 752
+ Pridana hodnota / Added value -5 997 224
C. Osobni naklady / Staff costs 327 896
1. Mzdové naklady / Payroll costs 122 950
2. Odmény ¢lenim organu spolec¢nosti a druzstva / Remuneration to members of statutory bodies 65
3. Naklady na socialni zabezpeceni a zdravotni pojisténi / Social security and health insurance costs 182 998
4. Socialni naklady / Social costs 21883
Dané a poplatky / Taxes and charges 7787
E. Odpisy dlouhodobého nehmotného a hmotného majetku / Depreciation of intangible and tangible fixed assets 14191
Il Trzby z prodeje dlouhodobého majetku a materialu / Sales of fixed assets and material 122 760
2. Trzby z prodeje materialu / Sales of material 122 760
7 Zustatkova cena prodaného dlouhodobého majetku a materialu / Net book value of fixed assets and material sold 125 407
1. Zustatkova cena prodaného dlouhodobého majetku / Net book value of sold fixed assets 2647
2. Prodany material / Book value of sold material 122 760

G. Zména stavu rezerv a opravnych polozek v provozni oblasti a komplexnich nakladil pfistich obdobi /
Change in reserves and provisions relating to operating activities and complex deferred expenses 435 846
V. Ostatni provozni vynosy / Other operating income 7 216 520
H. Ostatni provozni naklady / Other operating expenses 845 619
* Provozni vysledek hospodareni / Operating profit or loss -414 690
X. Vynosové Uroky / Interest income 4 687
N. Nakladové Uroky / Interest expenses 1625 552
XI. Ostatni finanéni vynosy / Other financial income 376 110
0. Ostatni finanéni naklady / Other financial expenses 739 257
* Financni vysledek hospodafreni / Financial profit or loss -1984 012
** Vysledek hospodareni za béznou ¢éinnost / Profit or loss from ordinary activities -2 398 702
Xlll.  Mimotradné vynosy / Extraordinary income 14 529
R. Mimoradné naklady / Extraordinary expenses 290 803
* Mimoradny vysledek hospodareni / Extraordinary profit or loss -276 274
*** \lysledek hospodareni za uéetni obdobi (+/-) / Profit or loss for the current period (+/-) -2 674 976

Kontrolni éislo / Control number 34712 421
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PREHLED O PENEZNICH TOCIiCH / CASH FLOW STATEMENT

k 31. 12. 2003 (v tis. K&) year ended 31. 12. 2003 (in CZK thousand)
Obdobi do 31. 12. 2003
Year ended 31. 12. 2003
P. Pocatecni stav penéznich prostfedkt / Opening balance of cash and cash equivalents 1587 475

Penézni toky z hlavni vydélecné ¢innosti (provozni ¢innost) / Cash flows from ordinary activities

Z. Vysledek hospodareni za béznou ¢innost pred zdanénim / Profit or loss from ordinary activities before tax -2 398 702
A 1. Upravy o nepenézni operace / Adjustments for non-cash transactions 2 245 652
A. 1.1.  Odpisy stalych aktiv / Depreciation of fixed assets 14191
A. 1.2.  Zména stavu opravnych polozek a rezerv / Change in provisions and reserves 435 846
A. 1.3.  Zisk (ztrata) z prodeje stalych aktiv / Profit/(loss) on the sale of fixed assets 2647
A. 1.5.  Nakladové a vynosové uroky / Interest expense and interest income 1620 865
A. 1.6.  Opravy o ostatni nepenézni operace / Adjustments for other non-cash transactions 172103
A.*  Cisty provozni penézni tok pfed zménami pracovniho kapitalu / Net operating cash flow before changes in working capital -153 050
A 2 Zména stavu pracovniho kapitalu / Change in working capital -2 606 323
A. 2.1. Zména stavu pohledavek a ¢asového rozliSeni aktiv / Change in operating receivables and other assets 1701 038
A. 22. Zména stavu zavazkl a ¢asového rozliSeni pasiv / Change in operating payables and other liabilities -4 307 263
A. 2.3. Zména stavu zasob / Change in inventories -98
A Cisty provozni penézni tok pred zdanénim a mimoradnymi polozkami / Net cash flow from operations before tax and extraordinary items -2 759 373
A. 3. Vyplacené uroky / Interest paid -10 650
A 4. Prijaté uroky / Interest received 4687
A. 6. Prijmy a vydaje spojené s mimoradnymi ucetnimi pripady / Receipts and expenditures relating to extraordinary activities -252 200
A Cisty penézni tok z provozni &innosti / Net operating cash flows -3 017 536

Penézni toky z investiéni ¢innosti / Cash flows from investing activities
B. 1. Vydaje spojené s nabytim stalych aktiv / Fixed assets expenditures -2749 775
B.*** Cisty penézni tok z investiéni &innosti / Net investment cash flows -2 749 775

Penézni toky z financnich ¢innosti / Cash flow from financial activities

C. 1. Zména stavu zavazku z financovani / Change in payables from financing 5361 392
C.2 Dopady zmén vlastniho kapitalu / Impact of changes in equity 5193
C. 2.3.  Penézni dary , pfidély a ¢erpani socidlnich fondti / Cash gifts, allocations to and use of social funds 5193
C.:** Cisty penézni tok z finanéni &innosti / Net financial cash flows 5 366 585
F. Cista zména penéznich prostfedki / Net increase or decrease in cash and cash equivalents -400 726
R. Koneény stav penéznich prostiedkt / Closing balance of cash and cash equivalents 1186 749

PREHLED O ZMENACH VLASTNIHO KAPITALU / STATEMENT OF CHANGES IN €EQUITY

k datu 31. 12. 2003 (v tis. K&) year ended 31. 12. 2003 (in CZK thousand)
Rezervni fondy, Vysledek hosp.
nedélitelny fond bézného U¢.
a ostatni fondy obdobi / Profit Vlastni kapital
Zakladni kapital /  Kapitalové fondy / ze zisku / or loss for the celkem /
Share capital Capital funds Statutory funds current period Total equity
Stav k 1. 1. 2003 / Balance at 1 January 2003 38 874 869 0 3188 0 38 878 057
Zpresnéni pocatecnich stavll prevzatého majetku a zavazku /
Adjustment of opening balances of assumed assets and liabilities -12 050 0 0 0 -12 050
Prijaty dar / Received gift 0 5 000 0 0 0
Inventariza¢ni nalezy majetku / Assets identified during stock counts 0 28 704 0 0 28 704

BezUplatné prevody majetku a ostatni pohyby zakladniho kapitalu /

Free of charge transfers of assets and other changes in share capital -3 283 0 0 0 -3 283
Cerpani fondu kulturnich a sociélnich poteb /

Use of the culture and social needs fund 0 0 -469 0 0
Dotace do fondu kulturnich a sociélnich potreb /

Subsidies to the culture and social needs fund 0 0 662 0 662
Hospodarsky vysledek bézného roku / Profit or loss for the period 0 0 0 -2 674 976 -2 674 976
Stav k 31. 12. 2003 / Balance at 31 December 2003 38 859 536 33704 3381 -2 674 976 36 221 645
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Priloha k ucetni zaverce za rok 2003

I. OBECNE INFORMACE

1.1. Obecné informace

Sprava Zelezniéni dopravni cesty, statni organizace (,SZDC") vznikla na zakladé zékona &. 77/2002 Sb. (,zdkon o transformaci®) ke dni
1. 1. 2003 jako jeden ze dvou pravnich nastupcti Ceskych drah, stéatni organizace (,CD, s.0."). Blizéi informace jsou obsazeny v bodé& 7.1.

Ke dni 1. 1. 2003 byla SZDC zapséana do obchodniho rejstfiku.
Sidlem SZDC je Praha 8, Karlin, Prvniho pluku 367/5, PSC 18600.

1.2. Pfedmét ¢innosti

Hlavnim pfedmétem ginnosti SZDC je dle zékona &. 77/2002 Sb. provozovani Zelezniéni dopravni cesty a zajiStovani jeji provozuschopnosti, modernizace
a rozvoje. Tyto &innosti zajistuje na zakladé smlouvy pro SZDC spoleénost Ceské drahy, akciova spoleénost. Vzniklé naklady jsou fakturovany SZDC, jak je
uvedeno v bodé 7.3.

SZDC poskytuje Zelezniéni dopravni cestu k uzivani dopravciim. Vynosy z tohoto uzivani jsou realizovany z prevazné vétsiny od hlavniho uzivatele,
spoleénosti Ceské drahy, akciové spoleénosti, jak je uvedeno v bodé 7.3. Dalsi vyznamné vynosy SZDC tvofi dotace, jak je uvedeno v bodé 4.16.

Dalsim pfedmétem ¢innosti je hospodareni s majetkem a zavazky vymezenymi v § 20 zékona €. 77/2002 Sb. Kromé majetku Zelezni¢ni dopravni cesty se
jedna zejména o prevzaté pohledavky a zavazky véetng Gvérd Ceskych drah, statni organizace.

1.3. Organizaéni struktura a organy SZDC

SZDC je samostatnou stétni organizaci a nema zadné organizaéni slozky, neni souésti zadného koncernu a nepodili se na zakladnim kapitalu zadné detni
jednotky.

Orgény SZDC jsou spravni rada a generélni teditel. Generdlni Feditel, ing. Jan Komarek, je statutarnim organem SZDC, ktery Fidi jeji &innost
a jedna jejim jménem.

Cleny spravni rady k 31. 12. 2003 byli:

Adolf Jilek predseda od 4. 9. 2003
Ing. Miroslav Kala clen od 1. 1. 2003
Ing. Jifi Navrétil clen od 1. 1. 2003
Ing. Petr Rafaj Elen od 1. 1. 2003
Ing. Antonin Tesarik clen od 1. 1. 2003

Od 1. 1. 2003 do 15. 7. 2003 byl pfedsedou spravni rady ing. lvan Foltyn, MBA.

V prubéhu roku 2003 nebyly provedeny zadné zmény v obchodnim rejstfiku. Od 11. 2. 2004 byl do obchodniho rejstfiku zapsan ing. Bohuslav Navratil jako
zastupce generalniho feditele.

2. UCETNIi METODY A OBECNE UCETNIi ZASADY

Ugetnictvi SZDC se fidi zdkonem &. 563/1991 Sb., ve znéni pozdéjSich predpist, vyhladkou &. 500/2002 Sb., ve znéni pozdéjSich pFedpist
a postupy Uctovani pro podnikatele (opatfeni ministerstva financi ¢.j.: 281/89759/2001).

SZDC vznikla k 1. lednu 2003 na zékladé zakona & 77/2002 Sb. jako jeden ze dvou pravnich nastupct Ceskych drah, statni organizace.
Z tohoto dlvodu rozvaha obsahuje jako srovnatelné Udaje pocatec¢ni stavy prevzaté ze zahajovaci rozvahy k 1. lednu 2003 a v souladu
s pravnimi predpisy vykaz zisku a ztraty, vykaz penéznich tokd a vykaz zmén vlastniho kapitalu neobsahuji Zzadné srovnatelné idaje predchoziho obdobi.

Jednotlivé metody a Ucetni postupy jsou popsany v kapitole 3.

3. PREHLED VYZNAMNYCH UCETNICH PRAVIDEL A POSTUPU

3.1. Dlouhodoby hmotny a nehmotny majetek

SZDC ve smyslu zakona &. 77/2002 Sb. hospodafi s majetkem statu vyjmenovanym v § 20 odst. 1 tohoto zékona.

Dlouhodobym majetkem se rozumi majetek, jehoz doba pouzitelnosti je del$i nez jeden rok a jehoz ocenéni je v jednotlivém pripadé vy$si nez 40 000 K&
(hmotny i nehmotny majetek).

Dlouhodoby nehmotny majetek je ocenén v pofizovacich cenach.

Pozemky nabyté do roku 1992 jsou ocenény dle vyhlasky ministerstva financi cenou obecné platnou v dobé nabyti majetku. Pozemky nabyté po roce 1992
jsou ocenény v pofizovacich cenach.

Ostatni dlouhodoby hmotny majetek je ocenén v pofizovacich cenach. Souéasti pofizovaci ceny jsou Uroky z Uvérd poskytnutych pro financovani pofizeni
majetku do doby jeho zafazeni do uzivani, véetné ostatnich naklad( spojenych s jeho pofizenim.

Hmotny a nehmotny majetek pofizeny vlastni ¢innosti je ocenén vlastnimi naklady zahrnujicimi pfimé naklady a podil vyrobni, pfipadné spravni rezie.
Hmotny a nehmotny majetek s pofizovaci cenou do 40 000 K¢ je v okamziku pofizeni Uc¢tovan do nakladt a dale evidovan v operativni evidenci.

Technické zhodnoceni, pokud pfevysilo u jednotlivého majetku v Uhrnu za zdarfiovaci obdobi ¢astku 40 000 K¢&, zvySuje pofizovaci cenu dlouhodobého
majetku.

Majetek zjistény pfi inventarizaci, ktery nebyl dfive zahrnut v Géetnictvi, a pfipadné pfijaté dary jsou ocenény reprodukéni pofizovaci cenou.
Pofizovaci cena majetku pofizeného po 1. 1. 2002 je snizena o ¢astku pfijaté dotace na jeho pofizeni.

Vétsina dlouhodobého hmotného majetku SZDC tvofi Zelezniéni dopravni cestu, ktera neni od 1. 1. 2003 na zakladé § 26 zékona o transformaci ugetné
odpisovana. Céstka nedétovanych déetnich odpist pro rok 2003 vychazejici z planu udetnich odpistl platnych do 31. 12. 2002 &ini pfiblizné 3,6 miliardy K&.
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Notes to the Financial Statements

I. GENERAL INFORMATION

1.1. Background Information

Sprava Zelezniéni dopravni cesty, statni organizace (‘SZDC’ or the ‘Company’) was formed on 1 January 2003 pursuant to Act 77/2002 Coll. (the
‘Transformation Act’) as one of the legal successors of Ceské drahy, stéatni organizace (‘CD’). Additional details are presented in Note 7.1.

SZDC was recorded in the Register of Companies as of 1 January 2003.

SZDC'’s registered office is situated in Prague 8, Karlin, Prvniho pluku 367/5, 18600.

1.2. Principal Operations
Pursuant to Act 77/2002 Coll., SZDC principally engages in operating railway routes and securing their operation, modernisation and development. SZDC obtains
these services from Ceské drahy, akciova spoleénost on a contractual basis. Costs incurred as a result of these activities are billed to SZDC, as discussed in Note 7.3.

SZDC provides transporters with railway routes for use. Proceeds arising from the use of railway routes are predominantly realised with the key user, Ceské
drahy, akciova spolegnost, as discussed in Note 7.3. SZDC generates additional major revenues from subsidies as discussed in Note 4.16.

SZDC is additionally involved in administering the assets and liabilities set out in Section 20 of Act 77/2002 Coll. In addition to the assets forming the railway
routes, these principally involve assumed receivables and payables, including the loans of Ceské drahy, stéatni organizace.

1.3. SZDC’s Organisational Structure and Bodies

SZDC is a standalone state organisation and operates no organisational branches, is included in no group and does not hold any equity investments in any
other businesses.

SZDC'’s bodies include the Management Board and Director General. The Director General, Mr Jan Komaérek, is SZDC’s statutory body, who manages the
Company’s operations and activities and acts on its behalf.

Members of the Management Board as of 31 December 2003 were as follows:

Adolf Jilek Chairman Since 4 September 2003
Miroslav Kala Member Since 1 January 2003
Jifi Navratil Member Since 1 January 2003
Petr Rafaj Member Since 1 January 2003
Antonin Tesafik Member Since 1 January 2003

For the period from 1 January 2003 to 15 July 2003, the Management Board was chaired by Mr lvan Foltyn.

During 2003, no changes or amendments were made to the details held at the Register of Companies. With effect from 11 February 2004, Mr Bohuslav
Navratil was recorded in the Register of Companies as Deputy Director General.

2. ACCOUNTING POLICIES AND GENERAL ACCOUNTING PRINCIPLES
SZDC'’s accounting books and records are maintained in accordance with the Accounting Act 563/1991 Coll., as amended, Regulation 500/2002 Coll., as
amended and accounting principles and policies for businesses (Finance Ministry Regulation no. 281/89759/2001).

SZDC was formed on 1 January 2003 pursuant to Act 77/2002 Coll. as one of the legal successors of Ceské dréahy, statni organizace. As such, the balance
sheet comparatives include opening balances taken from the opening balance sheet as of 1 January 2003 and the profit and loss account, the statement of
cash flows and statement of changes in equity do not contain any comparative amounts for the prior period in accordance with applicable legislation.

Specific accounting policies and principles are presented in Note 3.

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

3.1. Tangible and Intangible Fixed Assets
Pursuant to Act 77/2002 Coll., SZDC administers State assets as listed in Section 20 (1) of this Act.

Fixed assets include assets with an estimated useful life greater than one year and an acquisition cost greater than CZK 40,000 (tangible and intangible fixed
assets) on an individual basis. Purchased intangible fixed assets are stated at cost.

Land acquired prior to 1992 is stated at a value prescribed by the regulation issued by the Finance Ministry ruling at the date of acquisition of assets. Land
acquired after 1992 is valued at acquisition cost.

Other tangible fixed assets are stated at acquisition cost. The acquisition cost includes interest on loans provided to fund the acquisition of assets before
commencement of their use and other costs attributable to their acquisition.

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

Tangible and intangible assets with an acquisition cost of less than CZK 40,000 are expensed in the period of acquisition and are maintained in the underlying
operational records.

The cost of fixed asset improvements exceeding CZK 40,000 for the period increases the acquisition cost of the related fixed asset.
Replacement costs are used in valuing gifts and assets identified based on physical inventory which were previously not recorded in the accounting records.
The acquisition cost of assets acquired subsequent to 1 January 2002 is reduced to reflect the amount of the grant received to finance the acquisition of the asset.

A predominant proportion of SZDC’s tangible fixed assets form the railway routes which have not been depreciated for accounting purposes with effect from
1 January 2003 in accordance with Section 26 of the Transformation Act. The amount of unrecorded accounting depreciation charges for the year ended
31 December 2003, based upon the accounting depreciation plan effective until 31 December 2002, is approximately CZK 3.6 billion.
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K datu Ucetni zavérky jsou k dlouhodobému majetku tvofeny opravné polozky na zékladé individualniho posouzeni redlného stavu jednotlivych polozek nebo
skupin majetku v rdmci provadéné inventarizace.

3.2. Pohledavky

Pohledavky jsou Gctovany pfi vzniku v nominalni hodnoté. Pohledavky nabyté postoupenim jsou Gctovany pofizovaci cenou.
Pohledavky splatné do 1 roku od data Ucetni zavérky jsou vykazany jako kratkodobé. Ostatni pohledavky jsou vykazany jako dlouhodobé.

K datu Géetni zavérky byly vytvofeny Gcetni opravné polozky ve vySi 100 % k pohledavkam star§im 6 mésicli po splatnosti, k pohledavkam pfihlasenym
do konkurzniho a vyrovnavaciho fizeni a k pohledavkam po zahdjeni soudniho fizeni proti dluznikovi a v dalSich individualnich pfipadech, kdy existuje
vyznamna pochybnost o dobytnosti pohledavky.

3.3. Zavazky

Zavazky jsou Uctovany pfi vzniku v nominalni hodnoté. Zavazky nabyté prevzetim jsou U¢tovany pofizovaci cenou.
Zavazky splatné do 1 roku od data Ucetni zavérky jsou vykazany jako kratkodobé. Ostatni zavazky jsou vykazany jako dlouhodobé.

3.4. Uvéry a dlouhodobé zavazky

Uvéry a dlouhodobé zavazky jsou Uétovany v nominalni hodnoté.

Za kratkodoby Uvér a zavazek se povazuje i ¢ast dlouhodobych Uvérl a zavazk, kterd je splatna do jednoho roku od data Ucetni zaverky.Naklady souvisejici
s poskytnutim Uvérl a zavazkd souvisejicich s pofizenim a vystavbou dlouhodobého majetku a vzniklé do doby jeho zafazeni jsou kapitalizovany jako
soucast pofizovaci ceny takového majetku.

3.5. Vlastni kapital
Zakladni kapital k 1. 1. 2003 je roven ¢&isté Géetni hodnoté majetku a zavazk( prevzatych k datu vzniku SZDC, jak je uvedeno v bodé 7.1.

Zmény zakladniho kapitalu jsou Uétovany v pripadech pfevodu pozemk na Pozemkovy fond Ceské republiky, sladéni evidence s tidaji v Katastru nemovitosti
(viz bod 6.1.), beztplatnymi pfevody majetku nebo dal$im zpfesnénim rozsahu a hodnoty majetku a zavazk( prevzatych SZDC k 1. lednu 2003.

SZDC vytvati Fond kulturnich a sociélnich potfeb v souladu s vyhlaskou 310/1995 Sb., ve znéni pozdgjsich predpisti. V roce 2003 byl fond &erpan dle
schvélenych zasad.

3.6. Rezervy

Rezervy jsou vytvareny k pokryti budoucich zavazkt nebo vydajd, u nichz je znam Ucel a je pravdépodobné, ze nastanou, avSak zpravidla neni jista ¢astka
nebo datum, k némuz vzniknou. SZDC tvofi rezervy na tituly souvisejici se zavazky prevzatymi na zékladé zékona o transformaci.

Rezerva na soudni spory je tvofena na zakladé odborného pravniho odhadu ztrat ze soudnich spora.

Rezerva na odvody pojistného na socialni zabezpeceni, zdravotni pojisténi a dané z pfijmd zaméstnancl z plateb zaméstnancim v rdmci tzv. doprovodného
socialniho programu schvéleného usnesenim viady Ceské republiky (viz bod 7.5) je vypoétena na zékladé analyzy provedenych plateb doprovodného
socialniho programu zaméstnancdm za pouziti obvyklych sazeb pojistného na socialni zabezpeceni, zdravotni pojisténi a dané z pfijma.

Rezerva na penéle za pozdni platby socidlniho a zdravotniho pojisténi pojistovnam je vypoctena na zakladé analyzy historie jednotlivych dluznych ¢astek
a doby jejich prodleni za pouziti obvyklé sazby pendle z prodleni.

Rezerva na smluvni pokuty a Uroky z prodleni je tvofena ve vysi ¢astek narokovanych véfiteli do data sestaveni Uéetni zavérky (penalizaéni faktury apod.).
Dalsi informace viz bod 6.1.

Rezerva na plnéni z titulu od$kodnovani pracovnich drazil a nemoci z povolani a rezerva na pfiplatky k dtichoddim byvalych zaméstnanct CD, s.o. je tvofena
na zakladé statistického vyhodnoceni dostupnych historickych Gdaji ve vysi sou¢asné hodnoty oéekavanych budoucich plateb z tituld narokd vzniklych do
data ucetni zaverky.

3.7. Transakce v cizich ménach

Ugetni pripady v cizich ménach jsou prepoditavany podle pevného mésiéniho kursu vyhlagovaného CNB k prvnimu dni kazdého mésice. Uhrady jsou
prepoditavany podle kurzu platného v den dhrady.

K datu sestaveni rozvahy jsou polozky majetku a zavazku vyjadiené v cizich ménéch prepodteny na deské koruny podle kurzu CNB platného tento den.
Zjisténé kursové rozdily jsou prouctovany ve prospéch ostatnich finanénich vynost nebo na vrub ostatnich finanénich nakladd bézného obdobi.

3.8. Dané

Splatna dan

Splatna dar za Gcéetni obdobi vychazi ze zdanitelného zisku. Zdanitelny zisk se odliSuje od zisku vykadzaného ve vykazu zisku a ztraty, nebot’ nezahrnuje
polozky vynosl nebo nakladu, které jsou zdanitelné nebo uznatelné v jinych obdobich, a dale nezahrnuje polozky, které nepodléhaji dani ani nejsou darfiové
odpoditatelné. Zavazek SZDC z titulu splatné dané je vypoditan pomoci dafiové sazby platné k datu Ggetni zavérky.

Odlozena dan

Vypocet odlozené dané je zaloZzen na zavazkové metodé vychazejici z rozvahového pfistupu. Zavazkovou metodou se rozumi postup, kdy pfi vypoctu je
pouzita sazba dané z pfijml platnd v budoucich obdobich, ve kterém bude dariovy zadvazek nebo pohledavka uplatnéna. Rozvahovy pfistup znamena, ze
zavazkova metoda vychazi z pfechodnych rozdild, jimiz jsou rozdily mezi danovou zakladnou aktiv, popfipadé pasiv a vysi aktiv, popfipadé pasiv uvedenych
v rozvaze. Dariovou zékladnou aktiv, popfipadé pasiv je hodnota téchto aktiv, popfipadé pasiv uplatnitelnd v budoucnosti pro dariové Gcely.

Ugetni hodnota odlozené dariové pohledavky je ke kazdému rozvahovému dni posuzovéna a snizena v rozsahu, v jakém jiz neni pravdépodobné, Ze bude
k dispozici dostate¢ny zdanitelny zisk, proti némuz by bylo mozno tuto pohledavku nebo jeji ¢ast uplatnit.
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As of the balance sheet date, SZDC recognises provisions against fixed assets on the basis of an assessment of fair values of individual components or
groups of assets as part of count procedures.

3.2. Receivables

Upon origination, receivables are stated at their nominal value. Receivables acquired through assignment are carried at cost.
Receivables due within one year from the balance sheet date are reported as short-term balances. Other receivables are recorded as long-term.

As of the balance sheet date, the Company records full provisions against receivables that are past due by greater than six months, receivables registered
for recovery under bankruptcy and settlement proceedings, receivables where court proceedings against the relevant debtor have been initiated and other
specific balances where there is significant doubt over their collectability.

3.3. Payables

Upon origination, payables are stated at their nominal value. Payables acquired through assignment are carried at cost.
Payables due within one year from the balance sheet date are reported as short-term balances. Other payables are recorded as long-term.

3.4. Loans and Long-Term Payables

Loans and long-term payables are stated at their nominal value.
The portion of long-term loans and payables maturing within one year from the balance sheet date is included in short-term loans and payables.

Costs arising from issued loans and payables attributable to the acquisition and construction of fixed assets incurred until the assets are brought into use
are added to the cost of those assets.

3.5. Equity

The share capital balance held as of 1 January 2003 is equal to the net book value of assets and liabilities assumed as of the date on which SZDC was
formed, as discussed in Note 7.1.

Changes in share capital are recorded in respect of the transfer of plots of land to the Land Fund of the Czech Republic, bringing records into line with the
details held at the Real Estate Cadastral (refer to Note 6.1), free-of-charge transfers of assets or additional refinements made to the scope and value of
assets and liabilities taken over by SZDC as of 1 January 2003.

SZDC records the cultural and social needs fund in accordance with Regulation 310/1995 Coll., as amended. The fund was used according to the approved
principles in 2003.

3.6. Reserves

Reserves are recognised to cover future obligations or expenditure whose purpose is known, their crystallisation is more likely than not, but are typically of
uncertain timing or amount. SZDC records reserves for amounts related to the payables taken over on the basis of the Transformation Act.

Reserves for legal disputes are equal to the professional legal estimate of losses arising from legal disputes.

Reserves for payments of social security and health insurance contributions and income taxes on staff salaries under the ‘complementary social program’
approved by the Czech Government (refer to Note 7.5) are calculated on the basis of an analysis of payments under the complementary social program to
the staff using typical insurance rates for social security and health insurance, and income taxes.

Reserves for penalties for late payments of social security and health insurance are calculated on the basis of an analysis of the history of individual
outstanding amounts and their default periods using the normal default penalty rate.

Reserves for contractual penalties and default interest are recorded as equal to the balances claimed by debtors by the balance sheet (penalty invoices,
etc). Additional information is presented in Note 6.1.

The reserves for payments made as compensation for job-related accidents and diseases and for extra payments to pensions of CD’s former employees are
established pursuant to a statistical analysis of available historical information as equal to the present value of estimated future payments arising from claims
that originate before the balance sheet date.

3.7. Foreign Currency Translation

Transactions denominated in foreign currencies are recorded at the fixed monthly exchange rate announced by the Czech National Bank on the first day of
each month. Payments are recorded at the rate prevailing on the payment date.

As of the balance sheet date, assets and liabilities denominated in foreign currencies are translated at the exchange rate of the Czech National Bank ruling
as of that date.

Resulting foreign exchange rate gains and losses are recorded to the current year’s other financial expenses or other financial income as appropriate.

3.8. Taxation

Current Tax Payable

The tax currently payable is based on taxable profit for the reporting period. Taxable profit differs from net profit as reported in the profit and loss account
because it excludes items of income or expense that are taxable or deductible in other periods and it further excludes items that are never taxable or
deductible. SZDC’s liability for current tax is calculated using tax rates that have been enacted by the balance sheet date.

Deferred Taxation

Deferred tax is accounted for using the balance sheet liability method. Under the liability method, deferred tax is calculated at the income tax rate that is
expected to apply in the period when the tax liability is settled or the asset realised. The balance sheet liability method focuses on temporary differences
which are differences between the tax base of an asset or liability and its carrying amount in the balance sheet. The tax base of an asset or liability is the
amount that will be deductible for tax purposes in the future.
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Odlozena dan je zauctovana do vykazu zisku a ztraty s vyjimkou pfipadl, kdy se vztahuje k polozkdm Gétovanym pfimo do vlastniho kapitalu a je také
zahrnuta do vlastniho kapitalu. Odlozené darové pohledavky a zavazky jsou vzajemné zapocitany a v rozvaze vykazany v celkové netto hodnoté.

3.9. Finanéni derivaty

K datu Ggetni zavérky neméla SZDC sjednany zadny finanéni derivét.

3.10. Dotace
Dotace jsou poskytovany SZDC v souladu s pFedpisy platnymi v Ceské republice.

Neinvesti¢ni dotace predstavuji dotace od Statniho fondu dopravni infrastruktury (SFDI), statniho rozpoétu a z fondt EU (ISPA). Tyto dotace jsou poskytovany
zejména na Uhradu nakladd spojenych se zabezpecenim provozuschopnosti Zelezniéni dopravni cesty véetné odstrafiovani povodriovych Skod roku 2002.
Neinvesti¢ni dotace jsou Uctovany do ostatnich provoznich vynost

Investi¢ni dotace predstavuji dotace na ¢astec¢né pokryti vydaji spojenych s rekonstrukci a modernizaci infrastruktury. Tyto dotace zahrnuji zdroje vztahujici
se k jednotlivym projektiim modernizace infrastruktury schvélené viadou, dotace tykajici se vyvojové faze konkrétnich projektl a dotace na odstrariovani
nasledkd povodriovych Skod. Jedna se o prostfedky ze SFDI, ISPA, statniho rozpoc¢tu. Investiéni dotace jsou Uctovany jako sniZeni pofizovaci ceny
dlouhodobého majetku.

3.11. Vynosy

Vynosy jsou ¢asoveé rozliSovany do obdobi, se kterym souvisi, s vyjimkou pfipadu, kdy pfisludnou ¢astku ¢asové rozliSenych vynosl nelze s dostate¢nou
jistotou odhadnout, nebo pfipadl, kdy Gctovani asové rozliSenych vynosl neni ¢eskymi U€etnimi pfedpisy vyzadovano.

Vynosy SZDC jsou tvoteny predevsim pfijmy za uzivani ZDC. Tyto vynosy slouZi k Ghradé nékladd na zaji§téni provozovani ZDC a &asti nékladi
na provozuschopnost ZDC.

3.12. Pouziti odhadu

Sestaveni Ucetni zavérky vyzaduje, aby vedeni spole¢nosti pouzivalo odhady a predpoklady, jez maji vliv na vykazované hodnoty majetku a zavazku k datu
Ucetni zavérky a na vykazovanou vys$i vynosu a nakladl za sledované obdobi. Vedeni spole¢nosti je pfesvédéeno, ze pouzité odhady a predpoklady
se nebudou vyznamnym zpusobem li$it od skute¢nych hodnot v naslednych Gcetnich obdobich.

3.13. Mimofadné naklady a mimofadné vynosy

Tyto polozky obsahuji vynosy a naklady z operaci zcela mimoradnych vzhledem k bézné ¢innosti Ucetni jednotky, jakoZz i vynosy a naklady z mimoradnych
udalosti nahodile se vyskytujicich.

3.14. Mimofadné naklady a mimofadné vynosy

V roce 2003 nedo$lo u SZDC k z&dnym vyznamnym zménam Géetnich metod.

3.15. Piehled o penéznich tocich

Prehled o penéznich tocich byl sestaven nepfimou metodou. Penézni ekvivalenty predstavuji kratkodoby likvidni majetek, ktery Ize snadno a pohotové
prevést na pfedem znamou &astku v hotovosti. Penézni prostfedky a penézni ekvivalenty Ize analyzovat takto:

(v tis. K¢) 31. 12. 2003
Pokladni hotovost a penize na cesté 190
Ugty v bankéch 1186 559
Penézni prostfedky a penézni ekvivalenty celkem 1186 749

Penézni toky z provoznich, investi¢nich nebo finanénich ¢innosti jsou uvedeny v pfehledu o penéznich tocich nekompenzované.

4. DOPLNUJICi UDAJE K ROZVAZE A VYKAZU ZISKU A ZTRATY

4.1. Dlouhodoby nehmotny majetek (v tis. K¢)

Stav Stav
Pofizovaci cena k1. 1. 2003 Prirtstky Ubytky  k 31. 12. 2003
Software 9 853 21 671 0 31 524
Nedokonéeny majetek 21413 0 21413
Celkem 31 266 21 671 21413 31524

Stav Stav
Opravky k1. 1. 2003 Prirtstky Ubytky  k 31. 12. 2003
Software 8 351 3 564 0 11915
Celkem 8 351 3564 0 11 915

Stav Stav
Zustatkova hodnota k1. 1.2003 k 31. 12. 2003
Software 1502 19 609
Nedokonéeny majetek 21413 0

Celkem 22 915 19 609
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The carrying amount of deferred tax assets is reviewed at each balance sheet date and reduced to the extent that it is no longer probable that sufficient
taxable profit will be available to allow all or part of the asset to be recovered.

Deferred tax is charged or credited to the profit and loss account, except when it relates to items charged or credited directly to equity, in which case the
deferred tax is also dealt with in equity. Deferred tax assets and liabilities are offset and reported on an aggregate net basis in the balance sheet.

3.9. Financial Derivatives

As of the balance sheet date, SZDC had not entered into any financial derivative transactions.

3.10. Grants

SZDC receives grants in accordance with regulations prevailing in the Czech Republic.

Operational (non-investment) grants are comprised of the grants received from the State Fund of Transport Infrastructure, State Budget and EU funds (ISPA).
These grants are specifically provided to offset the costs involved in securing the operation of railway routes, including the removal of flood damage in 2002.
Operational grants are recorded to other operating income.

Investment grants are comprised of grants received to partially offset the costs involved in reconstructing and modernising infrastructure. These grants
include funding relating to individual infrastructure modernisation projects approved by the Government, grants relating to the development phase of specific
projects and grants provided to remove the consequences of flood damage. The grants are provided by the State Fund of Transport Infrastructure, ISPA,
and the State Budget. Investment grants are recorded as a reduction of the acquisition cost of the related fixed assets.

3.11. Revenue Recognition

Revenues are recognised on an accruals basis, except where accruals cannot be estimated with a reasonable degree of certainty or where the accruals
basis of accounting is not required by Czech accounting regulations.

SZDC'’s revenues principally comprise the proceeds arising from the use of railway routes. These proceeds are used to settle costs involved in securing the
operation of railway routes and a portion of costs of the operation of railway routes.

3.12. Use of Estimates

The presentation of financial statements requires management to make estimates and assumptions that affect the reported amounts of assets as of the
balance sheet date and the reported amounts of revenues and expenses during the reporting period. Management of the Company believes that the
estimates and assumptions used will not significantly differ from the actual results and outcomes in the following reporting periods.

3.13. Extraordinary Expenses and Income
Extraordinary items are income or expenses that arise from events or transactions that are clearly distinct from the ordinary activities of the Company as well

as income or expenses from events or transactions that are not expected to recur frequently or regularly.

3.14. Changes in Accounting Policies

During the year ended 31 December 2003, SZDC made no significant changes to its accounting policies.

3.15. Cash Flow Statement

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

(in CZK ‘000) 31 December 2003
Cash on hand and cash in transit 190
Cash at bank 1,186,559
Total cash and cash equivalents 1,186,749

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

4. ADDITIONAL INFORMATION ON THE BALANCE SHEET AND PROFIT AND LOSS ACCOUNT

4.1. Intangible Fixed Assets (in CZK ‘000)

Balance Balance
Acquisition cost at 1 January 2003 Additions Disposals at 31 December 2003
Software 9,853 21,671 0 31,524
Intangible assets under construction 21,413 0 21,413 0
Total 31,266 21,671 21,413 31,524

Balance Balance
Accumulated amortisation at 1 January 2003 Additions Disposals at 31 December 2003
Software 8,351 3,564 0 11,915

Total 8,351 3,564 0 11,915
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4.2. Dlouhodoby hmotny majetek (v tis. K¢)

Stav Stav

Pofizovaci cena k1. 1. 2003 Prirtistky Ubytky  k 31. 12. 2003
Pozemky 4 257 968 295 349 10 323 4 542 994
Stavby 128 311 920 1651 451 1134 608 128 828 763
Samostatné movité véci 18 195 417 323 497 243 673 18 275 241
- Stroje, zafizeni a inventar 18 034 123 314 333 227 611 18 120 845

- Dopravni prostiedky 157 613 8 869 15719 150 763

- Ostatni 3681 295 343 3633
Nedokonéeny majetek 4 529 400 12 901 049 11 481 733 5948 716
Zalohy 753 116 178 030 646 188 284 958
Celkem 156 047 821 15 349 376 13 516 525 157 880 672
Stav Stav

Opravky k1. 1. 2003 Prirtistky Ubytky  k 31. 12. 2003
Stavby 62 245 090 7 662 765 667 61 487 085
Samostatné movité véci 7 774 400 2 965 148 131 7 629 234
- Stroje, zafizeni a inventar 7 731 092 2626 145 069 7 588 649

- Dopravni prostfedky 41 365 298 2 960 38 703

- Ostatni 1943 41 102 1882
Celkem 70 019 490 10 627 913 798 69 116 319
Stav Stav

Opravné polozky k1. 1. 2003 Prirtstky Ubytky  k 31. 12. 2003
Pozemky 0 9 950 0 9 950
Stavby 7 384 14 039 0 21423
Nedokonéeny majetek 7 048 94 552 0 101 600
Celkem 14 432 118 541 0 132 973
Stav Stav

Zistatkova hodnota k 1. 1. 2003 k 31. 12. 2003
Pozemky 4 257 968 4 533 044
Stavby 66 059 446 67 320 255
Samostatné movité véci 10 421 017 10 646 007
- Stroje, zafizeni a inventar 10 303 031 10 532 196

- Dopravni prostiedky 116 248 112 060

- Ostatni 1738 1751
Nedokonéeny majetek 4 522 352 5847 116
Zalohy 753 116 284 958
Celkem 86 013 899 88 631 380

Zustatek Uctu pofizeni hmotného majetku je tvofen predevsim vydaji spojenymi s vystavbou zelezni¢nich koridor(, jak je popsano v bodé 6.2, a stavebnimi
pracemi v ramci modernizace a rekonstrukce infrastruktury.
4.2.1 Investi¢ni dotace
Celkova ¢éastka investi¢nich dotaci za rok 2003 je (v tis. K¢):
1.1.-31.12. 2003

SFDI na modernizace a Uhrady nakladd z povodni 8919 318
Fondy EU (ISPA) 255 877
Statni rozpocet na Uhradu nakladt z povodni 454 942
Celkem investiéni dotace 9 630 137

Jak je uvedeno v bodé 3.1., tyto dotace snizuji pofizovaci hodnotu majetku pofizeného v priibéhu roku 2003. Udaje o pofizovacich hodnotach obsazené
v bodé 4.2. jsou uvedeny jiz po sniZeni o tyto dotace.

4.2.2 Majetek neuvedeny v rozvaze
Celkova hodnota drobného dlouhodobého hmotného majetku neuvedeného v rozvaze k 31. 12. 2003 je 7174 tis. K&. Jedna se o polozky v hodnoté
do 40 tis. K¢, které jsou evidovany v operativni evidenci. Tyto polozky jsou v souladu s platnou legislativou zauctovany do nakladd v okamziku pofizeni.

4.2.3 Majetek dany do zastavy

SZDC nema k 31. 12. 2003 z4dny majetek zatizeny zastavnim pravem.

Na nékterych nemovitostech existuje tzv. soudcovské zastavni pravo. Navrhy na jeho zfizeni byly podany prevazné Prazskou spravou socidlniho
zabezpedeni (,PSSZ") z titulu pojistného neuhrazeného Ceskymi drahami, statni organizaci. V prib&hu roku 2003 bylo s PSSZ jednano a byl dohodnut
splatkovy kalendér, ktery SZDC plni ve sjednaném rozsahu. PSSZ uplatfiuje toto zé&stavni pravo pouze jako instrument ke své specifikované pohledavce,
nema v Umyslu zastavu realizovat.

Na fadé pozemkl jsou vedena vécna bfemena, néktera za Uplatu.

4.2.4 Majetek ve finanénim pronajmu
SZDC v roce 2003 neméla zadny majetek ve finanénim pronajmu.
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Balance Balance
Net book value at 1 January 2003 at 31 December 2003
Software 1,502 19,609
Intangible assets under construction 21,413 0
Total 22,915 19,609
4.2. Tangible Fixed Assets (in CZK ‘000)
Balance Balance
Acquisition cost at 1 January 2003 Additions Disposals at 31 December 2003
Land 4,257,968 295,349 10,323 4,542,994
Buildings 128,311,920 1,651,451 1,134,608 128,828,763
Individual movable assets 18,195,417 323,497 243,673 18,275,241
- Machinery, equipment, and furniture and fixtures 18,034,123 314,333 227,611 18,120,845
- Vehicles 157,613 8,869 15,719 150,763
- Other 3,681 295 343 3,633
Tangible assets under construction 4,529,400 12,901,049 11,481,733 5,948,716
Prepayments 753,116 178,030 646,188 284,958
Total 156,047,821 15,349,376 13,516,525 157,880,672
Balance Balance
Acquisition depreciation at 1 January 2003 Additions Disposals at 31 December 2003
Buildings 62,245,090 7,662 765,667 61,487,085
Individual movable assets 7,774,400 2,965 148,131 7,629,234
- Machinery, equipment, and furniture and fixtures 7,731,092 2,626 145,069 7,588,649
- Vehicles 41,365 298 2,960 38,703
- Other 1,943 41 102 1,882
Total 70,019,490 10,627 913,798 69,116,319
Balance Balance
Provisions at 1 January 2003 Additions Disposals at 31 December 2003
Land 0 9,950 0 9,950
Buildings 7,384 14,039 0 21,423
Tangible assets under construction 7,048 94,552 0 101,600
Total 14,432 118,541 0 132,973
Balance Balance
Net book value at 1 January 2003 at 31 December 2003
Land 4,257,968 4,533,044
Buildings 66,059,446 67,320,255
Individual movable assets 10,421,017 10,646,007
- Machinery, equipment, and furniture and fixtures 10,303,031 10,532,196
- Vehicles 116,248 112,060
- Other 1,738 1,751
Tangible assets under construction 4,522,352 5,847,116
Prepayments 753,116 284,958
Total 86,013,899 88,631,380

The account of tangible assets under construction primarily includes expenses relating to the corridor construction as described in Note 6.2 and construction
work relating to infrastructure modernisation and reconstruction.

4.2.1 Investment Grants
Set out below is an analysis of the total balance of investment grants for the year ended 31 December 2003 (in CZK ‘000):

Year ended 31 December 2003

State Fund of Transport Infrastructure and compensation for expenses associated with flooding 8,919,318
EU funds (ISPA) 255,877
State Budget funding to offset expenses associated with flooding 454,942
Total investment grants 9,630,137

As discussed in Note 3.1., these grants recorded as a reduction of the acquisition cost of the related assets acquired during 2003. Acquisition cost amounts
disclosed in Note 4.2. are stated net of these grants.

4.2.2 Assets not reported in the Balance Sheet

The aggregate amount of low value tangible fixed assets not reported in the balance sheet is approximately CZK 7,174 thousand as of 31 December 2003.
These balances are composed of assets with a cost not exceeding CZK 40 thousand which are retained off balance sheet and are charged to the profit and
loss account in the period of acquisition in accordance with applicable legislation.

4.2.3 Pledged Assets
SZDC held no pledged assets as of 31 December 2003.

Certain real estates are subject to ‘court security interest’. The petitions for establishing the court security interest were largely filed by the Prague Social
Security Administration Office as a result of social security payments unpaid by Ceské drahy, statni organizace. During 2003, SZDC conducted negotiations
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4.3. Kratkodobé pohledavky

4.3.1 Pohledavky z obchodnich vztaht
Vékova struktura pohledavek z obchodnich vztahl (brutto hodnoty; v tis. K¢):

Rok Do splatnosti
0-30

1416

31-90
13 822

91 - 180

2003 613 518 14 527

Po splatnosti (dnt)
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Celkem
181 -365 366 a vice
7 561 434 280

Celkem

471606 1085124

SZDC spravuje pohledavky prevzaté od Ceskych drah, statni organizace. V roce 2003 do$lo k Gihradé nékterych polozek se splatnosti do konce roku 2002,
starsi polozky byly postoupeny k pravnimu vymahani, ¢ast nevymahatelnych polozek byla navrzena k odpisu.

Objemu pohledavek byl vyznamné snizen postoupenim pohledavek na CKA, které probéhlo ve IV. étvrtleti roku 2003 v souladu s viadnim usnesenim &. 908.

Celkovy objem pohledavek s pfislugenstvim ptedanych na CKA ¢&inil cca 331 mil. K&.

Opravné polozky v celkové vysi 668 977 tis. KE jsou tvoreny i k nékterym pohledavkam do splatnosti vzniklym z postoupeni starych pohledavek za cizimi
Zeleznicemi, pokud je realizovatelnost pohledavek vzniklych postoupenim podminéna vymozenim starych pohledavek za cizimi Zzeleznicemi.

4.3.2 Dariové pohledavky

Dariové pohledavky k 31. 12. 2003 jsou tvofeny pfevazné pohledavkou z titulu dané z pfidané hodnoty ve vysi 193 322 tis. K¢&.

4.3.3 Poskytnuté zalohy

K 31. 12. 2003 ¢&inily kratkodobé poskytnuté zalohy prevazné finanéni polozky na Uhradu sluzeb (elektricka energie, teplo apod.).

4.3.4 Dohadné ucty aktivni (v tis. K¢)

Dohadna polozka z ndjemného za vozy v ciziné
Dohadna polozka nahrad za odstrariovani dulnich skod
Narok na pojistné plnéni

Dohadna polozka na trzby od externich dopravcu
Ostatni polozky

Dohadné uéty aktivni celkem

4.3.5 Jiné pohledavky

Zistatek Zustatek

k 31. 12. 2003 k 1. 1. 2003
0 1012 783

225 176 277 471

20 599 29 305

109 050 0

4 901 31 891

359 726 1351 450

Jiné pohledavky jsou tvofeny prevazné pohleddvkou za statem z titulu neuhrazené ztraty z osobni dopravy CD, s.0. za roky 2001 a 2002 ve vysi
6767 mil. K& Vedeni SZDC predpoklada, Ze tato pohledavka bude zapoétena proti dlouhodobym zavazkiim SZDC viiéi statu.

4.4. Naklady pFistich obdobi

PFevaznou &ast nakladu pfistich obdobi tvofi ¢asové rozligné uroky a jiné finanéni néklady souvisejici s Gvéry a dlouhodobymi zavazky SZDC.

4.5. Vlastni kapital

Udaje o charakteru jednotlivych poloZek vlastniho kapitalu jsou uvedeny v obecnych informacich pfilohy k Uéetni zavérce v bodé 3.5.

Zména zustatku zakladniho kapitalu souvisi zejména s dodateénym zpfesnénim rozsahu a hodnoty majetku a zavazku prevedenych na spole¢nost k 1. 1. 2003.

Prirlstek ostatnich kapitalovych fondu pfedstavuje inventarizaéni rozdily a dar.

4.6. Rezervy (v tis. K¢&)

Zustatek

k 1. 1. 2003

Rezerva na soudni spory 58 500
Rezerva na pendle ze socidlniho a zdravotniho pojisténi 213 474
Rezerva na doprovodny sociélni program 451 239
Rezerva na odskodnéni pracovnich Urazt a nemoci z povolani 192 196
Rezerva na pfiplatky k dichodim 156 035
Rezerva na smluvni pokuty a penéle 11974
Rezervy celkem 1083 418

Zustatek

Tvorba Cerpani  k 31. 12. 2003
40 176 58 500 40 176
551 459 88 080 676 853
72175 210 245 313 169
0 19 310 172 886

0 20 936 135 099
265718 0 277 692
929 528 397 071 1615 875

Udaje o charakteru jednotlivych polozek rezerv jsou uvedeny v obecnych informacich pfilohy k G&etni zavérce v bodé 3.6.

Tvorba rezervy na penéle za pozdni platby sociélniho a zdravotniho pojisténi vyplyva ze skuteénosti, ze béhem roku 2003 byla uhrazena pouze mensi ¢ast
zavazkd v0gi finanénim GFaddm, spravam socidlniho zabezpedeni a zdravotnim pojistovnam, a tim doslo k daldimu narGstu pendle. Cerpani rezervy

predstavuje pendle uhrazené v pribéhu roku 2003.

Rezerva na doprovodny socialni program (viz bod 7.5.) zahrnuje dosud nevyméfené doplatky dané z pfijmi zaméstnanct a souvisejici penale. Zaroven tato
rezerva zahrnuje zbyvajici dosud nevymérené pojistné na socialni zabezpecéeni a zdravotni pojiSténi; penéle za pozdni platby jsou zahrnuty v rezervé na
pendle ze socialniho a zdravotniho pojisténi. Nardst rezervy vyplyva z dal$iho narGstu penéle z dané z pfijma. Cerpani rezervy predstavuje domérky
pojistného na socialni zabezpeceni a zdravotni pojisténi (pfedctované na Ucty zavazkl) a souvisejici penale (obsazené v rezervé na pendle ze socialniho

a zdravotniho pojisténi).

Tvorba rezervy na smluvni pokuty a pendle vyplyva z narokli vznesenych véfiteli, jak je blize popsano v bodé 6.1.
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with the Prague Social Security Administration Office and agreed on a payment schedule which SZDC is complying with as required. The Prague Social
Security Administration Office has applied this security interest only as a collateral instrument in respect of the receivable balance referred to above, it does
not intend to realise the security.

A number of plots of land are subject to easements, some easements are granted for consideration.
4.2.4 Assets Held under Finance Leases

SZDC held no assets under finance leases as of 31 December 2003.

4.3. Short-Term Receivables

4.3.1 Trade Receivables
Set out below is the aging analysis of trade receivables (gross amounts; in CZK ‘000):

Year Before due date Past due date (in days) Total
0-30 31-90 91-180 181 -365 366 and greater Total
2003 613,518 1,416 13,822 14,527 7,561 434,280 471,606 1,085,124

SZDC administers the receivables taken over from Ceské drahy, statni organizace. In 2003, certain receivable balances that matured by the end of 2002
were repaid. Older balances were registered for recovery under legal proceedings. A proportion of irrecoverable debts were earmarked for write-off.

The balance of receivables substantially decreased as a result of the transfer of receivables to the Czech Consolidation Agency made in the last quarter of
2003 in accordance with Government Resolution 908. The aggregate volume of receivables, together with accrued interest, assigned to the Czech
Consolidation Agency was approximately CZK 331 million.

Aggregate provisions of CZK 668,977 thousand are also recorded in respect of balances before their due dates that arose from the transfer of ‘old’
receivables from cross-border railway organisations if the collectability of the receivables arising from the transfer is conditioned upon the recovery of the old
debts from the cross-border railway organisations.

4.3.2 Tax Receivables
As of 31 December 2003, tax receivables largely consisted of a VAT receivable amounting to CZK 193,322 thousand.

4.3.3 Prepayments Made
As of 31 December 2003, short-term prepayments largely consisted of the funds paid for the supply of services (electricity, heat, etc).

4.3.4 Estimated Receivables (in CZK ‘000)

Balance Balance

at 31 Dec 2003 at 1 Jan 2003

Estimated receivable from cross-border rentals for wagons 0 1,012,783
Estimated receivable for compensation in respect of the removal of mining damage 225,176 277,471
Insurance claims 20,599 29,305
Estimated receivable for income from external transporters 109,050 0
Other 4,901 31,891
Total estimated receivables 359,726 1,351,450

4.3.5 Other Receivables

Other receivables principally comprise a receivable from the State arising from CD’s outstanding losses from passenger transport for the years ended
31 December 2001 and 2002 amounting to CZK 6,767 million. Management of SZDC anticipates that the receivable will be offset against SZDC’s long-term
payables to the State.

4.4. Deferred Expenses

Deferred expenses predominantly include deferred interest and other financial expenses related to the loans and long-term payables of SZDC.

4.5. Equity
Information about the substance of individual equity components is presented in Note 3.5. to the financial statements.

The change in the balance of other capital funds principally relates to an additional refinement of the scope and value of assets and liabilities transferred to
the Company as of 1 January 2003.

The increase in other capital funds represents count differences and a donation.

4.6. Reserves (in CZK ‘000)

Balance Balance

at 1 Jan 2003 Charge Use at 31 Dec 2003

Reserve for legal disputes 58,500 40,176 58,500 40,176
Reserve for penalties for late social security and health insurance contribution payments 213,474 551,459 88,080 676,853
Reserve for payments under the complementary social program 451,239 72,175 210,245 313,169
Reserve for compensation for job-related accidents and diseases 192,196 0 19,310 172,886
Reserve for extra pension payments 156,035 0 20,936 135,099
Reserve for contractual penalties and fines 11,974 265,718 0 277,692
Total reserves 1,083,418 929,528 397,071 1,615,875

Information about the substance of individual reserves is presented in Note 3.6. to the financial statements.
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4.7. Dlouhodobé zavazky (v tis. K¢)

Véfritel 31. 12. 2003 1. 1. 2003
Z&adrzné 485 39 166
MF CR — (ihrada jistin a Urok z Gvérd dle zakona &. 77/2002 Sb. 5247 136 0
MF CR - Ghrada dle stétni zaruky za Groky z Gvérd 4 940 862 3521 456
MF CR — (ihrada dle statni zaruky za jistiny z Gvérd 5236 227 3 506 870
CKA — avér (vozy) 183 240 979 346
CKA — Gvér (provozni) 1 000 000 2120 996
CKA — zéloha na budouci prodej majetku 2200 000 0
CKA — sménka (1.koridor) 864 300 864 300
Celkem 19 672 250 11 032 134

Zavazky za statem (MF CR) vyplyvaji ze splatek jistin a Grokd z Gvérd, které v ramci statni zaruky (dle jednotlivych smiuv, resp. dle zakona &. 77/2002 Sb.)
proved| za SZDC stat. Ziistatky téchto zavazk(i nejsou Grogené. Otazka thrady téchto zavazk( bude pfedmétem dalsich rozhodnuti, jak je uvedeno v bodé 7.2.

Zavazky za Ceskou konsolidaéni agenturou (CKA) jsou Groéeny sazbou PRIBOR s marzi v rozpéti 0,4-2,9 %.
4.8. Kratkodobé zavazky

4.8.1 Zavazky z obchodnich vztaht
Vékova struktura zavazkd z obchodnich vztahd (v tis. K&):

Rok Do splatnosti Po splatnosti (dni) Celkem
0-30 31-90 91-180 181-365 366 a vice Celkem
2003 849 222 564 283 289 904 179 121 358483 2768079 4159870 5009 092

Na smluvni pokuty a uroky z prodleni ve splaceni zavazku je tvofena rezerva, jak je uvedeno v bodé 4.6.

4.8.2 Zavazky se socialniho zabezpeceni
SZDC v prib&hu roku 2003 uhradila ¢4st zavazkd prevzatych k 1. lednu 2003 od CD, s.0. Na prevaznou &ast zbyvajicich zavazk neuhrazenych
k 31. prosinci 2003 byly se spravou socialniho zabezpeceni a s jednotlivymi zdravotnimi pojiStovnami sjednany splatkové kalendare.

Na pendle za pozdni platby zavazkd ze socialniho zabezpeceni a zdravotniho pojisténi je tvofena rezerva, jak je uvedeno v bodé 4.6.

4.8.3 Dariové zavazky a dotace
Prevazna c¢ast zUstatku je predstavovana zavazkem z nevycerpané dotace SFDI ve vysi 25 805 tis. K¢ a prispévky od obci ve vysi 19 849 tis. K¢.

4.8.4 Dohadné ucty pasivni (v tis. K¢)

Zlstatek Zistatek

k 31. 12. 2003 k 1. 1.2003

Dohadna polozka z ndjemného za vozy v ciziné 0 897 998
Nevyfakturované neinvesti¢ni dodavky 4271 109 472
Nevyfakturované investi¢ni dodavky 425 7 544
Dohadna polozka nakladovych urokd na koridory 6 664 57 234
Ostatni 8 240 10 224
Dohadné ucty pasivni celkem 19 600 1082 472

4.9. Bankovni uvéry

4.9.1 Bankovni Gvéry dlouhodobé (v tis. K¢)

Dluhové portfolio SZDC tvofi zavazky z Gvérovych smiuv byvalych CD, s.o. Jedn4 se o (véry garantované statem, které byly ptijaty zejména v souvislosti
s financovanim vystavby a rekonstrukce koridorl a program na obnovu a modernizaci osobnich Zelezni€nich vozidel a dalSich rozvojovych programi

ve smyslu vladnich usneseni €. 798/1999 a 1201/2000.

Banka Ména
I. koridor:

KfW Frankfurt EUR
EBRD Londyn uUsSD
EIB Lucemburk EUR
Japon. EXIM bank JPY
KfW Frankfurt EUR
EIB Lucemburk EUR
KfW Frankfurt EUR
CS, as. CzZK
KB, a.s CZK
KfW Frankfurt EUR
Il. koridor:

EIB Lucemburk EUR
EIB Lucemburk EUR
KfW Frankfurt EUR

Mezisoucet

Zastatek
k 1. 1. 2003

403 921
448 967
3 136 988
2 451 839
634 732
2311974
1017 880
2 013 200
1917 000
0

5 898 667
2 638 600
3 231 364
26 105 132

Cerpani
1-12/2003

O OO O0OO0OOoOoOo

609 436
0
2 162 243

Splatky Kursové ZGstatek
1-12/2003 ohodnoceni  k 31. 12. 2003
0 10 289 414 210

35 494 -63 147 350 326
264 427 76 265 2948 826
199 890 -129 769 2122180
117 178 15 002 532 556
161 108 56 496 2207 362

0 25 930 1043 810

223 600 0 1789 600
87 000 0 1913 000

0 20 820 1490 627

424 513 142 713 5616 867
0 79 958 3 327 994

0 82 319 3313683

1513 210 316 876 27 071 041
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The reserve for penalties for late social security and health insurance contribution payments has been recorded because during 2003 only a minor portion
of the payables to taxation authorities, social security administrators and health insurers were settled, resulting in an increase in the balance of the penalties.
The use of the reserve represents the penalty paid during 20083.

The reserve for payments under the complementary social program (refer to Note 7.5.) includes as yet unassessed outstanding payments of employee
income taxes and related penalties. In addition, this reserve reflects outstanding as yet unassessed social security and health insurance payments; penalties
for late payments are included in the reserve for penalties for late social security and health insurance payments. The increase in the reserve balance is
attributable to the continued increase in the income tax penalties. The use of the reserve represents additionally assessed health insurance and social
security payments (reclassified to payable accounts) and the related penalty (included in the reserve for penalties for late social security and health insurance
payments).

The reserve for contractual penalties and fines is recorded on the basis of claims made by creditors, as detailed in Note 6.1.

4.7. Long-Term Payables

Creditor 31 December 2003 1 January 2003
Retention fees 485 39,166
Czech Finance Ministry — repayment of loan principal and interest balances under Act 77/2002 5,247,136 0
Czech Finance Ministry — payment under state guarantee for loan interest 4,940,862 3,521,456
Czech Finance Ministry — payment under state guarantee for loan principal 5,236,227 3,506,870
Czech Consolidation Agency — loan (wagons) 183,240 979,346
Czech Consolidation Agency — loan (operating) 1,000,000 2,120,996
Czech Consolidation Agency — prepayment for future sale of assets 2,200,000 0
Czech Consolidation Agency — bill of exchange (1st Corridor) 864,300 864,300
Total 19,672,250 11,032,134

Payables to the State (Czech Finance Ministry) arise from the repayment of loan principal and interest balances which the State has made on behalf of SZDC
under the state guarantee (according to individual contracts and/or Act 77/2002). The balances of these payables do not accrue any interest. Settlement of
these payables will be subject to further decisions as discussed in Note 7.2.

Payables to the Czech Consolidation Agency bear interest at PRIBOR plus a mark-up within a range of 0.4-2.9 percent.
4.8. Short-Term Payables

4.8.1 Trade Payables
Set out below is the aging analysis of trade payables (in CZK ‘000):

Year Before due date Past due date (in days) Total
0-30 31-90 91-180 181 -365 366 and greater Total
2003 849,222 564,283 289,904 179,121 358,483 2,768,079 4,159,870 5,009,092

Contractual penalties and interest arising from the default on payment of payables are provided for, as discussed in Note 4.6.

4.8.2 Social Security Payables
During the year ended 31 December 2003, SZDC settled a proportion of payables taken over as of 1 January from CD. SZDC has negotiated payment
schedules with the Social Security Administration Office and individual health insurers for the majority of payables outstanding as of 31 December 2003.

Penalties for late payments of social security and health insurance payables are provided for, as discussed in Note 4.6.

4.8.3 Tax Payables and Subsidies
Tax payables are largely composed of an outstanding amount of the SFDI subsidy of CZK 25,805 thousand and contributions collected from municipalities
of CZK 19,849 thousand.

4.8.4 Estimated Payables (in CZK ‘000)

Balance Balance

at 31 Dec 2003 at 1 Jan 2003

Estimated payables from cross-border rentals for wagons 0 897,998
Unbilled non-investment supplies 4,271 109,472
Unbilled investment supplies 425 7,544
Estimated payable for interest expenses in respect of corridors 6,664 57,234
Other 8,240 10,224

Total estimated payables 19,600 1,082,472
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Zuistatek Cerpani Splatky Kursové Zustatek
Banka Ména k1.1.2003 1-12/2003 1-12/2003 ohodnoceni  k 31. 12. 2003
Dopravni prostredky:
CSOB (Pendolina) CZK, EUR 857 698 0 85 127 14 609 787 180
CSOB (stfednédoby) CzK 630 000 0 360 000 0 270 000
CSOB (vozy . 471) CzZK 930 000 0 0 0 930 000
KB 2,5mld. K¢ (revitalizace) CzK 2 500 000 0 0 0 2 500 000
Mezisoucet 4 917 698 0 445 127 14 609 4 487 180
Provozni Gvéry
KB provoz. CzK 300 000 0 300 000 0 0
KB provoz. CzZK 700 000 0 700 000 0 0
CSOB (750 mil. K& — povodné) CzK 750 000 0 400 000 0 350 000
KB (revolving) CzZK 400 000 0 400 000 0 0
Mezisoucet 2 150 000 0 1800 000 0 350 000
Celkem 33 172 830 2162 243 3 758 337 331 485 31 908 221

Urokové sazby u vy$e uvedenych Gvérl se pohybuji na bazi pevnych sazeb v rozpéti 3-8 % roéné nebo na bazi pohyblivych sazeb PRIBOR, LIBOR,
EURIBOR s marzi v rozpéti 0,15-2,9 % rocné.

4.9.2 Bankovni uvéry kratkodobé (v tis. Ké)

Banka Urokova sazba 31. 12. 2003 1.1.2003
Komeréni banka (kontokorent) Referenéni sazba KB +1,8 % 1347 788 1747 001
4.9.3 Prehled splatnosti tvért (v tis. K¢)

Splatno v roce 2004 Splatno v nasledujicich letech
Dlouhodobé uvéry 3336 200 28 572 021
Kratkodobé uvéry 1 000 000 347 788
Celkem 4 336 200 28 919 809

Vedeni SZDC predpoklada, ze splatky dlouhodobych avérii v roce 2004 budou uhrazeny statem (MF CR). V okamziku Ghrady splatky statem bude dana
polozka prevedena na Ucet jinych dlouhodobych zavazku. Z tohoto divodu jsou tyto polozky v rozvaze klasifikovany jako souc¢ast dlouhodobych tvérd.

4.10. Odlozena dan

SZDC vypotitala odloZenou dariovou pohledavku z nasleduijicich titulti (v tis. K&):

31. 12. 2003
Dlouhodoby hmotny a nehmotny majetek -273 525
Dlouhodoby finanéni majetek 0
Pohledavky z obchodniho styku 136 510
Reinvestriéni odpocet 58
Rezervy 86 230
Dariova ztrata minulych let 159 423
Celkem odlozena dariova pohledavka 108 696

Z dtivodti opatrnosti a nejistoty ohledné budoucich zdanitelnych ziski se SZDC rozhodla o odlozené darové pohledavce netétovat.

4.11. Casové rozliseni pasiv
Vydaje pfistich obdobi zahrnuiji zejména Uroky z Gvérl na vystavbu koridord splatné v nasledujicich obdobich.

Vynosy pfistich obdobi zahrnuji zejména pfijaté finanéni prostfedky od spole¢nosti Severoceské doly a.s. na Uhradu vystavby prelozky trati z divodu rozsifeni
tézby uhli. Pfislusna polozka bude zauétovana do vynosu v obdobi, kdy dojde k odpisu rusené traté do nakladu.

4.12. Trzby za prodej vlastnich vyrobkl a sluzeb (v tis. K¢)

Polozka Rok 2003
Viynos z pouziti dopravni cesty CD a.s. — nakladni doprava 4 281 986
Vynos z pouziti dopravni cesty CD a.s. — osobni doprava 1469 996
Vynos z pouziti dopravni cesty externimi dopravci 140 720
Trzby za najmy 42 504
Trzby za prodej vlastnich vyrobku a sluzeb celkem 5 935 206

Veskeré vynosy byly realizovany v tuzemsku.
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4.9. Bank Loans

4.9.1 Long-Term Bank Loans (in CZK ‘000)

SZDC’s debt portfolio includes payables arising from loan agreements previously held by CD. The loans carry a state guarantee and were received principally
in connection with the financing of the construction and renovation of corridors and the program to renovate and modernise passenger coaches and other
development programs pursuant to Government Resolutions nos 798/1999 and 1201/2000.

Balance Drawing Repayments Balance
Bank Currency at 1 January 2003 in 1-12/2003 in 1-12/2003 Rating at 31 December 2003
The 1st Corridor
KfW Frankfurt EUR 403,921 0 0 10,289 414,210
EBRD London usD 448,967 0 35,494  -63,147 350,326
EIB Luxemburg EUR 3,136,988 0 264,427 76,265 2,948,826
Japon. EXIM bank JPY 2,451,839 0 199,890 -129,769 2,122,180
KfW Frankfurt EUR 634,732 0 117,178 15,002 532,556
EIB Luxemburg EUR 2,311,974 0 161,108 56,496 2,207,362
KfW Frankfurt EUR 1,017,880 0 0 25,930 1,043,810
CS, ass. CzZK 2,013,200 0 223,600 0 1,789,600
KB, a.s CzK 1,917,000 83,000 87,000 0 1,913,000
KfW Frankfurt EUR 0 1,469,807 0 20,820 1,490,627
The 2nd Corridor
EIB Luxemburg EUR 5,898,667 0 424513 142,713 5,616,867
EIB Luxemburg EUR 2,638,600 609,436 0 79,958 3,327,994
KfW Frankfurt EUR 3,231,364 0 0 82,319 3,313,683
Subtotal 26,105,132 2,162,243 1,513,210 316,876 27,071,041

Balance Drawing Repayments Balance
Bank Currency at 1 January 2003 in 1-12/2003 in 1-12/2003 Rating at 31 December 2003
Vehicles:
CSOB (‘Pendolina’) CZK, EUR 857,698 0 85,127 14,609 787,180
CSOB (medium term) CzK 630,000 0 360,000 0 270,000
CSOB (vehicles no. 471) CzK 930,000 0 0 0 930,000
KB CZK 2.5 bin (revitalisation) CzK 2,500,000 0 0 0 2,500,000
Subtotal 4,917,698 0 445,127 14,609 4,487,180
Operating loans 0
KB operating CzK 300,000 0 300,000 0 0
KB operating CzZK 700,000 0 700,000 0 0
CSOB (CZK 750 million — flooding) CzK 750,000 0 400,000 0 350,000
KB (revolving) CzZK 400,000 0 400,000 0 0
Sub-total 2,150,000 0 1,800,000 0 350,000
Total 33,172,830 2,162,243 3,758,337 331,485 31,908,221

Interest rates attached to the loans presented above are fixed within a range of 3-8 percent p.a. or floating derived from PRIBOR, LIBOR and EURIBOR with
a mark-up within a range of 0.15-2.9 percent p.a.

4.9.2 Short-Term Bank Loans (in CZK ‘000)

Bank Interest rate Balance at 31 Dec 2003 Balance at 1 Jan 2003
Komeréni banka (overdraft) KB reference rate +1.8% 1,347,788 1,747,001
4.9.3 Summary of Loan Maturities (in CZK ‘000)

Due in 2004 Due in the following years

Long-term loans 3,336,200 28,572,021
Short-term loans 1,000,000 347,788
Total 4,336,200 28,919,809

SZDC’s management anticipates that the repayments of long-term loans in 2004 will be made by the State (Czech Finance Ministry). When the repayment
is made by the State, the relevant balance will be reallocated to ‘Other long-term payables’. For this reason, these balances are classified as a component
of long-term loans in the balance sheet.

4.10. Deferred Taxation

SZDC has determined a deferred tax asset as follows (in CZK ‘000):
31 December 2003

Tangible and intangible fixed assets -273,525
Non-current financial assets 0
Trade receivables 136,510
Reinvestment relief 58
Reserves 86,230
Tax losses carried forward 159,423
Total deferred tax asset 108,696

SZDC has decided not to recognise the deferred tax asset on the grounds of prudence and due to the uncertainty regarding the availability of future taxable profits.
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4.13. Sluzby (v tis. K¢)

Polozka
Néklady na Fizeni provozu Zelezniéni dopravni cesty CD a.s.

Néklady na udrzovani provozuschopnosti zelezniéni dopravni cesty CD a.s.

Naklady na opravy trati po povodnich
Néaklady na opravy pronajatych trati
Naklady na opravy bytl

Néklady na pravni a ekonomické sluzby
Ostatni

Celkem

4.14. Osobni naklady (v tis. K¢)

Doprovodny sociélni program
Bézné naklady
Celkem

Mzdové
naklady
84 432
38518
122 950

Vyroéni zprava 2003 Annual Report

Soc. a zdrav.
zabezpeceni
169 574

13 424

182 998

Ostatni
naklady
20 935
1013
21 948

Osobni naklady z doprovodného sociélniho programu (viz bod 7.5.) vyplyvaji ze zavazk( ptevzatych SZDC k 1. lednu 2003.

4.15. Zména stavu rezerv a opravnych polozek v provozni oblasti (v tis. K¢)

Polozka

Zména stavu rezerv

Zména stavu opravnych polozek k pohledavkam

Zména stavu opravnych polozek k dlouhodobému hmotnému majetku
Zména stavu rezerv a opravnych polozZek v provozni oblasti celkem

4.16. Ostatni provozni vynosy (v tis. K¢)

Polozka

Dotace SFDI na opravy a udrzovani Zelezniéni dopravni cesty
Dotace ze statniho rozpoc¢tu na doprovodny socialni program
Neinvestiéni dotace ISPA na Uhradu nakladl z povodni
Neinvesti¢ni dotace ze statniho rozpoctu na Uhradu nékladd z povodni
Neinvestiéni dotace ze statniho rozpoctu

Smluvni pokuty a uroky z prodleni

Vynosy z postoupenych pohledavek

Prominuti dluhu

Trzby z vyzisku materialu

Ostatni

Ostatni provozni vynosy celkem

4.17. Ostatni provozni naklady (v tis. K¢)

Polozka

Neinvestiéni uroky z prodleni

Investiéni Groky z prodleni

Pokuty a penale

Domérky dané z pfijmG fyz. osob — doprovodny socialni program
Odpisy pohledavek

Néaklady soudniho fizeni

Vyplacené renty

Douctovani nakladi za cizimi zeleznicemi
Ostatni

Ostatni provozni naklady celkem

4.18. Mimofadné naklady

Mimoradné néklady obsahuiji zejména astku 246 mil. K& penale za dotaci neopravnéné pouzitou Ceskymi drahami, statni organizaci.

Rok 2003
5102 304
6 228 000
462 500
30 299

23 500

36 138

43 011

11 925 752

Osobni
naklady celkem
274 941

52 955

327 896

Rok 2003
532 457
-215 152
118 541
435 846

Rok 2003
5 400 000
64 572
154 200
448 752
499 991
104 901
266 519
98 500
123 000
56 085

7 216 520

Rok 2003
140 937
10 130
100 200
31768
425 252
53 021
25 200
47 533
11578
845 619
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4.11. Accrued Expenses and Deferred Income

Accrued expenses predominantly comprise interest on the loans obtained to finance the construction of corridors falling due for repayment in subsequent periods.
Deferred income principally includes funding received from Severoeské doly a.s. to pay for the construction of the rail relocation due to the expansion of
coal mining. The relevant amount will be recorded to income in the period in which the discontinued rail is charged off to expenses.

4.12. Income from the Sale of the Company’s Products and Services (in CZK ‘000)

Item Year ended 31 December 2003
Income from the use of railway routes by CD a.s. — freight transport 4,281,986
Income from the use of railway routes by CD a.s. — passenger transport 1,469,996
Income from the use of railway routes by external transporters 140,720
Rental income 42,504
Total income from the sale of the Company’s products and services 5,935,206

All the income was generated on the territory of the Czech Republic.

4.13. Services (in CZK ‘000)

ltem Year ended 31 December 2003
Costs of managing the operation of railway routes by CD a.s. 5,102,304
Costs of maintaining the operation of railway routes by CD a.s. 6,228,000
Costs of repairing rails post-flooding 462,500
Costs of repairing leased rails 30,299
Costs of repairing apartments 23,500
Costs of legal and economic services 36,138
Other 43,011
Total 11,925,752

4.14. Staff Costs (in CZK ‘000)

Wages Social security Other Total

and salaries and health insurance expenses staff costs

Complementary social program 84,432 169,574 20,935 274,941
Current costs 38,518 13,424 1,013 52,955
Total 122,950 182,998 21,948 327,896

Staff costs arising from the complementary social program (refer to Note 7.5.) arise from the payables taken over by SZDC as of 1 January 2003.
Current staff costs represent costs of SZDC’s employees for the year ended 31 December 2003. Details can be found at Note 5.

4.15. Change in Reserves and Provisions Relating to Operating Activities (in CZK ‘000)

Item Year ended 31 December 2003
Change in reserves 532,457
Change in provisions against receivables -215,152
Change in provisions against tangible fixed assets 118,541
Total change in reserves and provisions relating to operating activities 435,846

4.16. Other Operating Income (in CZK ‘000)

Item Year ended 31 December 2003
Grants from the State Fund of Transport Infrastructure for repairs and maintenance of railway routes 5,400,000
Grants from the State Budget for the complementary social program 64,572
ISPA non-investment grants to offset costs associated with flooding 154,200
Non-investment grants from the State budget to offset costs associated with flooding 448,752
Non-investment grants from the State budget 499,991
Contractual penalties and default interest 104,901
Income from assigned receivables 266,519
Remission of debts 98,500
Proceeds of obtained material 123,000
Other 56,085

Total other operating income 7,216,520
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5. ZAMESTNANCI, VEDENiIi SPOLECNOSTI A STATUTARNIi ORGANY

Primérny pfepodteny poéet zaméstnancil a élendl vedeni SZDC a souvisejici bézné osobni naklady za rok 2003:

Mzdové Soc. a zdrawv. Ostatni Osobni

Pocet naklady zabezpeceni naklady naklady celkem

zaméstnanct (v tis. K¢) (v tis. K¢) (v tis. K¢) (v tis. K¢)

Zaméstnanci 88,21 29 457 10 387 447 40 291
Vedeni 14,91 8 690 3 041 0 11 731
Celkem 103,12 38 147 13 428 447 52 022

V uvedeném prehledu jsou zahrnuty mzdové a ostatni naklady pouze na kmenové zaméstnance a vedeni SZDC. Nejsou zde vykéazéany naklady vynalozené
na dohody o provedeni praci.

6. PODMINENE A DALSI NEUVEDENE ZAVAZKY V UCETNICTVI

6.1. Zavazky nezahrnuté v rozvaze

Ceské drahy, statni organizace evidovaly dlouhodobé vyznamné mnozstvi zavazku po Ihité splatnosti, ze kterych mohou vyplynout pendle a Groky z prodleni.
V souladu se zakonem o transformaci presla na SZDC povinnost thrady penéale a urokil z prodieni z vétsiny zavazki Ceskych drah, statni organizace.
Na penéle a troky z prodleni pozadované véfiteli, od kterych SZDC do data sestaveni Géetni zavérky obdrzela pfislusny pozadavek, resp. kde Ize pfislusnou
&astku odhadnout, je tvofena rezerva. Lze v8ak predpokladat, ze v budoucnosti mohou byt na SZDC pozadovany dalsi vyznamné &astky penéale a Grok
z prodleni, které nebyly dosud uplatnény. Koneéné celkové naklady, které v souvislosti s t&mito dalSimi naroky mohou vzniknout, nelze v soucasnosti
spolehlivé uréit, a proto v U€etni zavérce nebyla z tohoto titulu provedena zadna dalsi Uprava.

Ceské drahy, statni organizace zavedly systematické opatfeni zaméfena na ochranu Zivotniho prosttedi a zavadéni ekologicky $etrnych postupti. V roce 1999
byl zaveden informaéni systém na sledovani nakladd vynaloZzenych na spotfebu energie, vody a nakladd spojenych s ochranou Zivotniho prostredi
(tzv. environmentalni informadni systém). Od roku 2000 provadél kazdoro&né odbor ochrany Zivotniho prostredi vnitfni ekologicky audit. SZDC pokraéuje
ve vy$e uvedenych krocich, nicméné dosud nebyl proveden celkovy ekologicky audit tykajici se majetku Zelezniéni dopravni cesty. Mozné naklady, které
by mohly v této oblasti vzniknout, nelze v soucasné dobé urcit, a proto v UCetni zavérce nebyly z tohoto titulu provedeny zadné Upravy. Naklady
na odstranovani jiz zplisobenych ekologickych $kod jsou Uétovany jako provozni naklady v ramci zabezpeceni provozuschopnosti Zelezniéni dopravni cesty.
SZDC prevzala ve své evidenci i nékteré pozemky s nevyjasnénymi majetkopravnimi vztahy. Tyto pfipady jsou prib&zné provéfovéany na zékladé digitalizace
Udaju v katastru nemovitosti. Pfipadné Upravy se Uctuji proti Uctim vlastniho kapitalu.

6.2. Vyhled zavazkl z koridorové vystavby

S cilem komplexniho propojeni €eské Zelezniéni infrastruktury s evropskou zajistuje SZDC vystavbu zZelezni€nich tranzitnich koridorli, z nichz vystavba
I. zelezni€niho koridoru konéi v roce 2004 a vystavba Il. Zelezniéniho koridoru véetné spojovaci vétve konéi v roce 2006.

Konecna celkova ¢astka nakladt na vystavbu téchto koridorG bude ovlivnéna vyvojem kursu koruny vaéi ostatnim cizim ménam, postupem vystavby
a terminem jejich dokonéeni, dostupnosti finanénich zdroji a dalSimi faktory. Aktualni pfedpoklady kone¢né ¢astky nakladd jsou:

Stav k 31. 12. 2003 Dosud Zbyvaijici Celkové
(v tis. Ké) provedena vystavba odhadované naklady odhadované naklady
I. koridor 39 439 729 1152 502 40 592 231
II. koridor 30 739 570 9 780 078 40 519 648
Celkem 70 179 299 10 932 580 81111 879

Vlada CR schvélila usnesenim &. 575 ze dne 5. 5. 2002 realizaci lll. tranzitniho Zelezniéniho koridoru v trase st. hranice Mosty u Jabltinkova—Détmarovice
—Pierov—Ceska Trebova—Praha—Plzen—Cheb, statni hranice. Na realizaci byly odsouhlaseny zdroje ve vysi 58,5 mid. K& ze SFDI, bankovnich Gvér
a z prostfedkt EU. Dokonéeni projektu se predpoklada v roce 2010.

Ve fazi zpracovavani pfipravnych a projektovych dokumentaci je IV. tranzitni Zelezniéni koridor v trase stétni hranice Horni Dvofigté-Ceské Budgjovice
—Praha, jehoz realizaci schvélila viada CR usnesenim &. 1317 dne 10. 12. 2001. Na realizaci byly odsouhlaseny zdroje ve vysi 38 500 mil. K& ze SFDI,
bankovnich uvérl a prostfedkd EU. Dokonéeni projektu pak se predpoklada v roce 2010.

Usnesenim vlady Ceské republiky &islo 164 ze dne 25. Ginora 2004 bylo uloZeno ministru dopravy aktualizovat navrhy na modernizaci lll. a IV. tranzitniho
zelezni¢niho koridoru véetné modell jejich financovani.

7. DALSIi INFORMACE

7.1. Vznik organizace

Dne 1. 3. 2002 nabyl Gginnosti zakon &. 77/2002 Sb., o akciové spoleénosti Ceské drahy, statni organizaci Sprava zelezniéni dopravni cesty a o zméné
zakona ¢. 266/1994 Sb., o drahach, ve znéni pozdéjSich predpisti a zakona ¢&. 77/1997 Sb., o statnim podniku, ve znéni pozdéjSich predpist (,zakon
o transformaci“). Na zakladé tohoto zakona do$lo dne 31. 12. 2002 k ukongeni &innosti Ceskych drah, statni organizace a od 1. 1. 2003 ke vzniku SZDC
a spoleénosti Ceské drahy, a.s. jako jejich pravnich nastupctl.

SZDC prevzala majetek tvofici zelezniéni dopravni cestu, zatimco spoleénost Ceské drahy, a.s. pfevzala majetek slouzici k provozovéani zelezniéni dopravy
a provozovani zelezniéni dopravni cesty. SZDC zéroveri pfevzala vét§inu pohledavek a zavazkd, zatimco spoleénost Ceské drahy, a.s. pfevzala pouze
nesplatné pohledavky a zavazky z obchodné prepravnich vztaht a pohledavky a zavazky z pracovnépravnich vztahll svych zaméstnanct. Oba subjekty
prevzaly majetek a zavazky v jejich G€etnich hodnotach.
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4.17. Other Operating Expenses (in CZK ‘000)

Item
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Year ended 31 December 2003

Non-investment default interest 140,937
Investment default interest 10,130
Fines and penalties 100,200
Additional assessment of personal income taxes — complementary social program 31,768
Write-off of receivables 425,252
Cost of court proceedings 53,021
Rents paid 25,200
Accounting for additional expenses associated with cross-border railways 47,533
Other 11,578
Total other operating expenses 845,619

4.18. Extraordinary Expenses

Extraordinary expenses principally include an amount of CZK 246 million in respect of the penalty imposed in respect of a grant inappropriately utilised by
Ceské drahy, statni organizace.

5. EMPLOYEES, MANAGEMENT AND STATUTORY BODIES

The following table summarises the average recalculated number of SZDC’s employees and managers and related current staff costs for the year ended 31
December 2003:

Wages Social security Other Total

and salaries and health insurance expenses staff costs

Headcount (in CZK ‘000) (in CZK ‘000) (in CZK ‘000) (in CZK ‘000)

Staff 88.21 29,457 10,387 447 40,291
Managers 14.91 8,690 3,041 0 11,731
Total 103.12 38,147 13,428 447 52,022

The table presented above includes payroll and other costs associated with SZDC’s employees and managers. The table does not show the costs incurred
in obtaining services under ‘contract for work’.

6. CONTINGENT LIABILITIES AND OTHER OFF BALANCE SHEET COMMITMENTS

6.1. Off Balance Sheet Commitments

Ceské drahy, statni organizace historically had a substantial balance of overdue payables which can lead to penalties and default interest. In accordance
with the Transformation Act, SZDC took over the liability to settle penalties and default interest in respect of the bulk of the payables of Ceské dréhy, statni
organizace. Penalties and default interest claimed by creditors, which presented SZDC with their claims by the balance sheet date/where the relevant
balance can be estimated, were provided for. However, it can be expected that SZDC may be presented with other significant amounts of penalties and
default interest in the future for which no claims have as yet been made. The expenses that may be ultimately incurred in respect of these claims cannot be
presented determined with sufficient certainty and accordingly no adjustment has been made in the financial statements in this respect.

Ceské drahy, statni organizace implemented systematic measures designed to protect the environment and to put environmentally friendly procedures in
place. In 1999, an information system was installed for monitoring expenses associated with the consumption of energy, water and costs associated with
environmental protection (the ‘environmental information system’). Since 2000, the Environmental Department commenced undertaking internal
environmental audits on an annual basis. SZDC has continued undertaking the measures but has not as yet been subject to a complete environmental audit
related to the assets forming the railway routes. The potential environmental costs to be ultimately incurred, if any, cannot presently be determined and no
adjustments have been recorded in respect of these costs in these financial statements. The costs of removing environmental damage already caused by
SZDC are charged to operating expenses as part of securing the operation of railway routes.

SZDC'’s records also include a number of plots of land with unclear ownership titles. These cases are reviewed on an ongoing basis as the data included in
the Real Estate Cadastre is digitised. Potential adjustments are charged against equity accounts.

6.2. Projected Commitments Associated with the Corridor Construction

With a view to fully linking the Czech railway infrastructure to the European infrastructure, SZDC oversees the construction of railway transit corridors. The
construction of the 1st Railway Corridor is scheduled for completion in 2004 and the construction of the 2nd Railway Corridor, including the connection arm,
is anticipated to be finalised in 2006.

The ultimate aggregate balance of the costs involved in constructing these corridors will be impacted by the development of the exchange rate of the Czech
crown against other currencies, the progress and timing of construction, availability of funding and other factors. The most recent projection of the final
balance of the costs is as follows:
Balance at 31 December 2003
(in CZK ‘000)

Construction work Remaining Total
undertaken to date estimated costs estimated costs

1st Corridor 39,439,729 1,152,502 40,592,231
2nd Corridor 30,739,570 9,780,078 40,519,648
Total 70,179,299 10,932,580 81,111,879
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Sestaveni zahajovaci rozvahy k 1. lednu 2003, ktera je sougasti této Udetni zavérky, vyzadovalo, aby vedeni SZDC aplikovalo v zakoné& véeobecné stanovené
principy déleni na jednotlivé polozky majetku a zavazki Ceskych drah, statni organizace, pfipadné provedlo nékteré odhady nebo pouzilo urgité pfedpoklady
pro déleni tohoto majetku a zavazkul. Pfi provedeni této aplikace zakona o transformaci a stanoveni odhadu a pfedpokladll vedeni vynaloZilo nejlepsi Usili
s cilem zajistit spravné a pravné konzistentni déleni majetku a zavazku. Pfes toto Usili mohou v uréitych oblastech existovat alternativni vyklady ustanoveni
zakona o transformaci a nelze vylougit, Ze v budoucnosti mohou byt nékteré z téchto alternativnich vyklad(i zjistény jako vhodn&jsi. Uetni zavérka
neobsahuje Zadné Upravy, které by mohly vyplynout z takovych pfipadnych budoucich zmén pouzitych vykladi a z nich vyplyvajicich dopadd do
vykazovanych polozek a hodnot majetku a zavazki SZDC.

Zejména v piipadech polozek dlouhodobého hmotného majetku obsaZenych v zakladatelské listiné spoleénosti Ceské drahy, a.s., u kterych mohou existovat
nejistoty &i alternativni pravni nazory na jejich rozdéleni mezi SZDC a spole¢nost Ceské drahy, a.s., jak je uvedeno v predchazejicim odstavci, byla
respektovana zakladatelska listina spoleénosti Ceské drahy, a.s. Majetek obsaZeny v této zakladatelské listing neni obsaZen v zahajovaci rozvaze SZDC
k 1. lednu 2003.

Zaroven je soucasti ostatnich kratkodobych pohledavek obsazenych v zahajovaci rozvaze k 1. lednu 2003 ¢astka 2 miliony K& predstavujici pomérnou ¢ast
pohledavky Ceskych drah, statni organizace z titulu naroku na dotaci do fondu kulturnich a sociélnich potfeb v celkové vysi 261 milionti K&. Tato pohledavka
byla rozdélena mezi SZDC a spole&nost Ceské dréhy, a.s. dle ustanoveni § 35 zakona o transformaci, tj. v poméru podle podtu zaméstnancu. Toto déleni
bylo zvoleno vzhledem ke skute¢nosti, Ze tato pohledavka byla pfimo spojena se zlstatkem fondu kulturnich a socialnich potfeb, k jehoz naplnéni slouzila
a ktery byl délen dle totozného kriteria.

7.2. Vyznamné faktory ovliviiujici éinnost SZDC

SZDC vznikla a jeji &innost se Fidi zakonem &. 77/2002 Sb., (,zakon o transformaci"), zakonem &. 266/94 Sb., o drahéch a dal$imi obecnymi pravnimi predpisy
upravujicimi postaveni statni organizace. Z vy$e uvedenych zékonl vyplyva mimo jiné rozsah majetku SZDC nebo jeji role pfi provozovani a zabezpedeni
provozuschopnosti zelezni¢ni dopravni cesty ve vefejném zajmu.

SZDC uzaviela s Ceskymi drahami, a.s. tfiletou smlouvu na zaji§téni provozovani Zelezniéni dopravni cesty, jeji provozuschopnosti, modernizace a rozvoje
ve vefejném zajmu. Soucasna smlouva, ze které vyplyva mimo jiné i vy$e Ghrady (nakladti SZDC), je uzavfena na obdobi 2003 az 2005.

SZDC poskytuje Zelezniéni dopravni cestu spolednosti Ceské dréahy, a.s. a ostatnim dopravetim k uzivani ve vefejném zajmu za v&cné usmérfiovanou cenu,
ktera je stanovena zédkonem ¢&. 526/1990 Sb., o cenach. Pfijmy z Ghrady za pouzivani Zelezniéni dopravni cesty nepostacuji na pokryti nakladd na jeji provoz,
Gdrzbu a dali rozvoj. Financovani ginnosti SZDC je tudiz zavislé na dotacich od statu, pfipadné dal$ich subjektti.

V souladu se zakonem o transformaci preéla vétina zavazkt Ceskych drah, statni organizace k 1. lednu 2003 na SZDC. Jedné se zejména o zavazky vGgi
bankam, dodavatelim, finanénim dfadim, zdravotnim pojiStovnam, spravam socialniho zabezpecéeni apod. Vyznamna ¢&ast téchto zavazkid nebyla
k 31. prosinci 2003 uhrazena. Cisté penézni pfijmy z &innosti SZDC nepostaduji na Ghradu véech téchto zavazkd. Reseni Ghrady &asti téchto zavazki je
pfedmétem usneseni vliady Ceské republiky ze dne 10. zati 2003. Uhrada zbyvajici &4sti zavazkil bude pfedmétem dalsich rozhodnuti na drovni viady Ceské
republiky. Na zakladé zakona o transformaci ruéi za zavazky SZDC stat.

7.3. Vztahy s CD

Néklady a vynosy spoleénosti realizované ve vztahu k CD, a.s v roce 2003 (v tis. K&):

Naklady Vynosy
Naklady na fizeni provozu na Zelezniéni dopravni cesté 5102 304 0
Naklady na udrzovani provozuschopnosti zelezni€ni dopravni cesty 6 228 000 0
Vynosy za pouZziti Zelezni¢ni dopravni cesty — osobni doprava 0 1469 996
Vynosy za pouZziti Zelezni¢ni dopravni cesty — nakladni doprava 0 4 281 986
Celkem 11 330 304 5 751 982

K 31. 12. 2003 eviduje SZDC pohledavky a zavazky vigi CD, a.s. Celkova &ista hodnota salda t&chto polozek ptedstavuje pohledavku SZDC ve vysi
333 128 tis. K¢&. Tato pohledavka je v rozvaze vykazana jako sou¢ast pohledavek z obchodniho styku.

7.4. Ekonomicky pfinos dlouhodobého majetku

Zivotnost a ekonomicky pfinos vyznamné &asti existujiciho dlouhodobého majetku tvoficiho Zelezniéni dopravni cestu zavisi na dostupnosti finanénich
prostfedkt a budoucich rozhodnutich o jeho obnové, modernizaci a racionalizaci. Z divodu existujicich nejistot v uvedenych oblastech nelze kone¢nou
zivotnost a ekonomicky pfinos existujiciho dlouhodobého majetku urcit, a proto nebyly v Ucetni zavérce z tohoto titulu provedeny zadné Upravy ocenéni.

7.5. Zavazky z doprovodného socialniho programu

Ceské dréahy, statni organizace v minulych letech provedly platby byvalym zaméstnanctim v ramci tzv. doprovodného socidlniho programu schvéleného
usnesenim viady Ceské republiky. Na tyto platby byla zarover &erpana statni dotace. V priib&hu roku 2002 bylo zjisténo, Ze tyto platby nelze z diivodu
skutecnosti, ze jsou zalozeny na usneseni vlady, povazovat za osvobozené od odvodll pojistného na socidlni zabezpeceni a zdravotni pojisténi a dané z
pfijma, a Ze organizace je povinna tyto odvody dodate¢né provést. Zavazek z titulu t&chto odvodi presel k 1. lednu 2003 na SZDC. Zaroveri na SZDC piesla
povinnost Uhrady pendle za pozdni platby pojistného a dané z piijmua. Cast téchto odvodi byla uhrazena a zadétovana na ptislugné Géty osobnich néakladdl,
jak je uvedeno v bodé 4.14. Na zbyvajici neuhrazené zavazky je tvofena rezerva, jak je uvedeno v bodé 4.6.
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On 5 May 2002, the Czech Government passed Resolution No. 575 whereby it approved the construction of the 3rd Transit Railway Corridor for the line state
borders/Mosty u Jabltinkova/Détmarovice/Prerov/Ceska Trebova/Praha/Plzefi/Cheb/state borders. It was approved that the project will be financed using the
amount of CZK 58.5 billion from the State Fund of Transport Infrastructure, bank loans and EU funds. The project is expected to be completed in 2010.

The construction of the 4th Transit Railway Corridor for the line state borders/Horni Dvoristé/Ceské Budgjovice/Praha, which was approved by the Czech
Government in Resolution No. 1317 dated 10 December 2001, is in the stage of preparatory and project documentation being processed. It was approved
that the project will be financed using the amount of CZK 38,500 million from the State Fund of Transport Infrastructure, bank loans and EU funds. The project
is expected to be completed in 2010.

Pursuant to Government Resolution No. 164 dated 25 February 2004, the Transportation Minister has been tasked with updating the proposals for
modernising the 3rd and 4th Transit Railway Corridors, including the models for their financing.

7. OTHER INFORMATION

7.1. Formation and Incorporation of the Company

On 1 March 2002, Act 77/2002 Coll. on the Joint Stock Company Czech Railways, the State Organisation Railway Route Administration and the Changes
to the Railways Act 266/1994 Coll., as amended, and the State Enterprise Act 77/1997 Coll. as amended (the ‘Transformation Act’) took effect. On the basis
of the Transformation Act, the state organisation Czech Railways discontinued its activities and operations on 31 December 2002 and SZDC and Ceské
dréhy, a.s. were formed as its legal successors with effect from 1 January 2003.

SZDC assumed the assets comprising railway routes while Ceské dréahy, a.s. assumed assets used to operate railway transportation and railway routes. In
addition, SZDC took over the majority of receivables, payables and loans, while Ceské drahy, a.s. assumed only trade receivables and payables before their
due dates and receivables and payables arising from employment arrangements with its employees. Both entities assumed the assets and liabilities at book value.

The presentation of the opening balance sheet as of 1 January 2003, which is included in the accompanying financial statements, required SZDC'’s
management to apply general apportionment principles as outlined in the Act to the individual components of the assets and liabilities of Ceské dréhy, statni
organizace, and/or to make estimates and assumptions that affect the apportionment of these assets and liabilities. Management made its best efforts to
interpret and apply the Transformation Act and to make estimates and assumptions in order to ensure the appropriate and legally consistent apportionment
of assets and liabilities. Despite these efforts, alternative interpretations of the Transformation Act may exist in certain areas and it cannot be ruled out that
certain of these alternative interpretations may be identified as being more appropriate in the future. The financial statements do not include any adjustments
that might be necessary as a result of any such future revisions of the applied interpretations and the resulting impacts on the reported components and
amounts of SZDC’s assets and liabilities.

Specifically in respect of the components of the tangible fixed assets contained in the Establishment Deed of Ceské drahy, a.s., where uncertainties or alternative
legal opinions on their apportionment between SZDC and Ceské drahy, a.s. may exist as discussed in the previous paragraph, the Establishment Deed of Ceské
drahy, a.s. was respected. The assets contained in the Establishment Deed are not presented in SZDC’s opening balance sheet as of 1 January 2003.

Other short-term receivables reported on the face of the opening balance sheet as of 1 January 2003 include an amount of CZK 2 million representing a pro-
rata amount of a receivable of Ceské drahy, statni organizace arising from the entitlement to a grant for the cultural and social needs fund in the aggregate
amount of CZK 261 million. This receivable was apportioned between SZDC and Ceské dréahy, a.s. pursuant to Section 35 of the Transformation Act, that
is, in a proportion according to the number of employees. This apportionment was made due to the fact that the receivable is directly linked to the balance
of the culture and social needs fund, which is financed by the receivable and was apportioned according to the same criterion.

7.1. Significant Factors Impacting SZDC’s Activities and Operations

SZDC was formed pursuant to, and its activities and operations are governed by, Act 77/2002 Coll. (the ‘Transformation Act’), Railway Act 266/94 Coll. and
other general legal regulations governing the position of state organisations. The above legislation, inter alia, sets out the scope of SZDC’s assets or its role
in operating and securing the operation of railway routes in the public interest.

SZDC has entered into a three year agreement with Ceské drahy, a.s. on securing the operation of railway routes, their modernisation and development in
the public interest. The current agreement, which, inter alia, stipulates the level of the compensation (SZDC’s costs), has been entered into for the period
from 2003 to 2005.

SZDC provides Ceské drahy, a.s. and other transporters with railway routes for use in the public interest for a cost adjusted price which is set out in the
Pricing Act 526/1990 Coll. The proceeds from payments for the use of the railway routes are not sufficient to offset the costs involved in operating, maintaining
and developing railway routes. As such, the financing of SZDC'’s activities is dependent upon subsidies from the State and/or other entities.

The bulk of the payables of Ceské drahy, statni organizace were taken over by SZDC under the Transformation Act as of 1 January 2003. These specifically
involved amounts owed to banks, suppliers, taxation authorities, health insurers, social security administrators, etc. A substantial proportion of these payables
remained outstanding as of 31 December 2003. The net cash inflows from SZDC'’s operations are not sufficient to settle all of these payables. The settlement
of part of these payable is dealt with in the Resolution passed by the Czech Government on 10 September 2003. The settlement of the remaining balance
of the payables will be the subject of further resolutions to be adopted by the Czech Government. Pursuant to the Transformation Act, SZDC'’s payables are
guaranteed by the State.

7.3. Transactions with Ceské drahy, a.s.

Expenses and income resulting from the transactions conducted with Ceské drahy, a.s. in 2003 were as follows (in CZK ‘000):

Expenses Income
Costs of managing the operation of railway routes 5,102,304 0
Costs of maintaining the operation of railway routes 6,228,000 0
Income from the use of railway routes — passenger transport 0 1,469,996
Income from the use of railway routes — freight transport 0 4,281,986
Total 11,330,304 5,751,982

As of 31 December 2003, SZDC recorded amounts due to and from Ceské drahy, a.s. The aggregate net balance of these amounts represents SZDC'’s
receivable of CZK 333,128 thousand. This receivable is reported as a component of trade receivables on the face of the balance sheet.
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8. UDALOSTI PO DATU UCETNIi ZAVERKY

8.1. Prodej ¢asti podniku

K 1. 1. 2004 SZDC odkoupila od spoleénosti Ceské drahy, a.s. &st jejiho podniku (stavebni spravy) zabezpeéuiici rozvoj dopravni cesty. Cista uéetni hodnota
odkoupeného majetku (pfevazné dlouhodobého hmotného majetku) dle Ucetni evidence prodavajiciho ¢inila 15 882 tis. K&, kupni cena ¢inila 117 867 tis. K&.

8.2. Novela zakona €. 77/2002 Sb.

V dubnu 2004 byl novelizovan zékon &. 77/2002 Sb. (,zakon o transformaci®), na zékladé kterého SZDC vznikla. Vedeni SZDC se domniv4, e tato novela
neobsahuje zadné ustanoveni, které by ovlivnilo budouci &innost SZDC zplsobem, ktery by vyzadoval Gpravu Géetnich vykaz(i nebo zvefejnéni v Géetni
zavérce, s vyjimkou skute¢nosti uvedenych v nésleduijicich odstavcich.

Na zékladé vySe uvedené novely bude na SZDC preveden majetek Ceskych drah, statni organizace uréeny k Uhradé zavazkt Ceskych drah, statni
organizace, ktery dle ptivodni podoby zékona o transformaci presel na Ministerstvo dopravy Ceské republiky.

Na zakladé vyse uvedené novely bude SZDC opét pokradovat v Gigetnim odpisovani majetku tvoficiho zelezniéni dopravni cestu.

8.3. Vydani dluhopist

Na zékladé usneseni viady ¢. 908 ze dne 10. zafi 2003 k problematice zavazk( a pohledavek Ceskych drah, statni organizace k 31. 12. 2002 a zplisobu
jejich feseni pfistoupilo SZDC v roce 2004 k emisi dluhopisti v celkové hodnoté 7 miliard K&. Dluhopisy byly vydany dne 3. bfezna 2004 se splatnosti v roce
2011 a roéni tUrokovou sazbou ve vys$i 4,6 % roéné. Cisty vytézek emise bude pouzit na Ghradu presné stanovené postupné fady zavazko.

8.4. Ostatni udalosti

S vyjimkou skute¢nosti popsanych v jinych bodech této pfilohy nedoslo po datu Ucetni zavérky k zadnym dal$im vyznamnym udélostem, jez by vyzadovaly
Upravu Ucetnich vykaz(l nebo zverejnéni v Ucetni zavérce.
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7.4. Economic Benefits Associated with Fixed Assets

The useful lives of, and economic benefits associated with, the bulk of the existing tangible fixed assets forming the railway routes are dependent upon the
availability of funding and future decisions regarding their renovation, modernisation and rationalisation. Due to the existing uncertainties in the above areas,
the ultimate useful lives of, and economic benefits associated with, the existing tangible fixed assets cannot be presently determined and accordingly no
adjustment to the valuation of tangible fixed assets has been made in the financial statements.

7.5. Payables from the Complementary Social Program

In previous years, Ceské drahy, statni organizace (‘CD’), made payments to its former employees under the ‘complementary social program’ approved by a
Resolution of the Czech Republic. In parallel, CD utilised government grants to finance these payments. During the year ended 31 December 2002, it was noted
that these payments could not be treated as exempt from social security and health insurance payments and income taxation on the grounds of their approval by
the Government, and CD is obligated to make these payments. As of 1 January 2003, the payable arising from these payments was transferred to SZDC. In
addition, SZDC took over the liability to settle the penalties for late payment of insurance and income taxation. A portion of these payments were made and recorded
to the relevant accounts of staff costs, as discussed in Note 4.14. The remaining balance of the outstanding payables is provided for as discussed in Note 4.6.

8. POST BALANCE SHEET EVENTS

8.1. Purchase of Part of Business

As of 1 January 2004, SZDC purchased part of business (construction administration overseeing development of railway routes) from Ceské drahy, a.s. The
net book value of the purchased assets (largely tangible fixed assets) was CZK 15,882 thousand according to the seller’s accounting records, and the
purchase price was CZK 117,867 thousand.

8.2. Amendment of Act 77/2002 Coll.

In April 2004, Act 77/2002 Coll. (the ‘Transformation Act’), which served as the basis for forming SZDC, was amended. SZDC’s management believes that
this amendment does not contain any provisions that would impact SZDC'’s future activities in a manner requiring adjustment to, or disclosure in, the financial
statements, the only exception being the matters disclosed in the following paragraphs.

The amended Transformation Act will trigger the transfer of the assets of Ceské drahy, statni organizace (‘CD’) earmarked for the settlement of CD’s
payables, which had been transferred to the Czech Transportation Ministry under the original wording of the Transformation Act, to SZDC.

Pursuant to the amended Transformation Act, SZDC will resume depreciation of the assets forming railway routes for accounting purposes.

8.3. Issuance of Bonds

Pursuant to Government Resolution No. 908 dated 10 September 2003 regarding receivables and payables of Ceské drahy, statni organizace
as of 31 December 2002 and the manner of their resolution, SZDC decided to issue bonds at an aggregate amount of CZK 7 billion in 2004. The bonds were
issued on 3 March 2004 with maturity in 2011 and an interest rate of 4.6 percent per annum. The net proceeds of the issue will be used to settle a defined
portfolio of payables.

8.4. Other Matters

With the exception of the events discussed in other note disclosures, no significant events occurred after the balance sheet date that would require
adjustment to, or disclosure in, the financial statements.
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Secretariat: Tel.: (+420)-222 335 202
Fax: (+420)-222 335 299
E-mail: navratil@szdc.cz

Economic Manager

Zita Karasova

Prvniho pluku 367/5

186 00 Praha 8-Karlin

Secretariat: Tel.: (+420)-222 335 204
Fax: (+420)-222 335 298
E-mail: karasova@szdc.cz

Technical Manager

Miroslav Konec¢ny

Prvniho pluku 367/5

186 00 Praha 8-Karlin

Secretariat: Tel.: (+420)-222 335 206
Fax: (+420)-222 335 325
E-mail: konecny @szdc.cz



© 2004 ENTRE s.r.o0.

Sprava Zelezniéni dopravni cesty, statni organizace
Railway Infrastructure Administration, state organization
Poradenstvi, design a produkce: ENTRE s.r.0.
Consultancy, design and production: ENTRE s.r.o.







