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with respect to the Notes, prospective investors must be located outside the United States and must not be U.S.
persons (within the meaning of Regulation S under the Securities Act). This Prospectus is being sent at your request
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Ceské drahy, a.s.

(incorporated as a joint stock company under the laws of the Czech Republic)

EUR 300,000,000 4.125 per cent. Notes due 2019

The issue price of the EUR 300,000,000 4.125 per cent. Notes due 2019 (the “Notes™) of Ceské dréahy, as. (the
“Issuer”” or “CD”) is 99.821 per cent. of their principal amount.

Unless previously redeemed or purchased and cancelled, the Notes will be redeemed at their principal amount on
23 July 2019 (the ‘‘Maturity Date’’). The Notes are subject to redemption in whole at their principal amount at the
option of the Issuer at any time in the event of certain changes affecting taxation in the Czech Republic. In addition,
the holder of a Note may, by the exercise of the relevant option, require the Issuer to redeem such Note at its
principal amount in the event of a Put Event (as defined in and in accordance with Condition 7). See ““Terms and
Conditions of the Notes—Redemption and Purchase”.

The Notes will bear interest from and including 23 July 2012 at the rate of 4.125 per cent. per annum payable annually
in arrear on 23 July in each year commencing on 23 July 2013. Payments on the Notes will be made in EUR without
deduction for or on account of taxes imposed or levied by the Czech Republic to the extent described under *“Terms
and Conditions of the Notes—Taxation”.

This Prospectus has been approved by the Luxembourg Commission de Surveillance du Secteur Financier (the
“CSSF”), which is the Luxembourg competent authority for the purpose of Article 13 of Directive 2003/71/EC, as
amended by Directive 2008/11/EC, Directive 2010/73/EU and Directive 2010/78/EU (the ‘‘Prospectus Directive’’) as
a prospectus, and constitutes a prospectus for the purposes of Article 5.3 of the Prospectus Directive. Application has
been made for the Notes to be admitted to listing on the official list and trading on the Luxembourg Stock Exchange’s
regulated market. In line with Article 7(7) of the Luxembourg Law on Prospectuses for Securities of 10 July 2005, by
approving this Prospectus the CSSF assumes no responsibility and gives no undertaking as to the economic or
financial soundness of the transaction and the quality or solvency of the Issuer.

The Notes are expected upon issue to be rated by Moody’s Investors Service Ltd. (‘“Moody’s””). Moody’s is
established in the European Community and registered under Regulation (EC) No 1060/2009 on credit rating
agencies, as amended by Regulation (EU) No 513/2011 and Directive 2011/61/EU (the “CRA Regulation’’). The list
of credit rating agencies registered in accordance with the CRA Regulation is available on the website of the
European Securities and Market Authority (“ESMA”) (http://www.esma.curopa.eu/page/List-registered-and-
certified-CRAs). A rating is not a recommendation to buy, sell or hold securities and may be subject to
suspension, reduction or withdrawal at any time by the assigning rating agency.

THE NOTES HAVE NOT BEEN, AND WILL NOT BE, REGISTERED UNDER THE UNITED STATES
SECURITIES ACT OF 1933, AS AMENDED (THE “SECURITIES ACT”). THE NOTES ARE BEING
OFFERED OUTSIDE THE UNITED STATES BY THE JOINT LEAD MANAGERS (AS DEFINED IN
“SUBSCRIPTION AND SALE”) IN ACCORDANCE WITH REGULATION S (“REGULATION S”) UNDER
THE SECURITIES ACT, AND MAY NOT BE OFFERED, SOLD OR DELIVERED WITHIN THE UNITED
STATES OR TO, OR FOR THE ACCOUNT OR BENEFIT OF, U.S. PERSONS EXCEPT PURSUANT TO AN
EXEMPTION FROM, OR IN A TRANSACTION NOT SUBJECT TO, THE REGISTRATION
REQUIREMENTS OF THE SECURITIES ACT.

The Notes will be issued in registered form in denominations of EUR 100,000 and integral multiples of EUR 1,000 in
excess thereof. The Notes will be represented by a global registered note certificate (the “Global Note Certificate””)
registered in the name of the nominee for, and deposited with, the common safekeeper for Euroclear Bank SA/NV
(“Euroclear”’) and Clearstream Banking, société anonyme (‘‘Clearstream, Luxembourg’’). Individual note certificates
(“Note Certificates) evidencing holdings of Notes will only be available in certain limited circumstances. See
“Summary of Provisions Relating to the Notes in Global Form”.

Joint Lead Managers

BARCLAYS CITI ING

18 July 2012
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IMPORTANT NOTICES

The Issuer accepts responsibility for the information contained in this Prospectus and declares that,
having taken all reasonable care to ensure that such is the case, the information contained in this
Prospectus to the best of its knowledge is in accordance with the facts and contains no omission likely to
affect its import.

The Issuer has confirmed to the managers named under ““Subscription and Sale” below (the ““Joint Lead
Managers’’) that this Prospectus contains all information regarding the Issuer and the Notes which is (in
the context of the issue of the Notes) material; such information is true and accurate in all material
respects and is not misleading in any material respect; any opinions, predictions or intentions expressed in
this Prospectus on the part of the Issuer are honestly held or made and are not misleading in any material
respect; this Prospectus does not omit to state any material fact necessary to make such information,
opinions, predictions or intentions (in such context) not misleading in any material respect; and all proper
enquiries have been made to ascertain and to verify the foregoing.

Neither the Issuer nor any Joint Lead Manager has authorised the making or provision of any
representation or information regarding the Issuer or the Notes other than as contained in this Prospectus
or as approved for such purpose by the Issuer. Any such representation or information should not be
relied upon as having been authorised by the Issuer or the Joint Lead Managers.

Neither the Joint Lead Managers nor any of their respective affiliates have authorised the whole or any
part of this Prospectus and none of them makes any representation or warranty or accepts any
responsibility as to the accuracy or completeness of the information contained in this Prospectus. Neither
the delivery of this Prospectus nor the offering, sale or delivery of any Note shall in any circumstances
create any implication that there has been no adverse change, or any event reasonably likely to involve
any adverse change, in the condition (financial or otherwise) of the Issuer since the date of this
Prospectus.

This Prospectus does not constitute an offer of, or an invitation to subscribe for or purchase, any Notes.

The distribution of this Prospectus and the offering, sale and delivery of Notes in certain jurisdictions may
be restricted by law. Persons into whose possession this Prospectus comes are required by the Issuer and
the Joint Lead Managers to inform themselves about and to observe any such restrictions. For a
description of certain restrictions on offers, sales and deliveries of Notes and on distribution of this
Prospectus and other offering material relating to the Notes, see “Subscription and Sale”.

In particular, the Notes have not been and will not be registered under the Securities Act and subject to
certain exceptions, may not be offered, sold or delivered within the United States or to U.S. persons.

In this Prospectus, unless otherwise specified, references to a “Member State”” are references to a
Member State of the European Economic Area, references to “EUR” or “euro” are to the currency
introduced at the start of the third stage of European economic and monetary union, and as defined in
Article 2 of Council Regulation (EC) No 974/98 of 3 May 1998 on the introduction of the euro, as
amended and references to ““CZK’’ are to the Czech Koruna, the lawful currency of the Czech Republic.

Certain figures included in this Prospectus have been subject to rounding adjustments; accordingly,
figures shown for the same category presented in different tables may vary slightly and figures shown as
totals in certain tables may not be an arithmetic aggregation of the figures which precede them.

In connection with the issue of the Notes, Barclays Bank PLC, Citigroup Global Markets Limited and
ING Bank N.V., London Branch (the *Stabilising Managers”) (or persons acting on behalf of the
Stabilising Managers) may over allot Notes or effect transactions with a view to supporting the price of
the Notes at a level higher than that which might otherwise prevail. However, there is no assurance that
the Stabilising Managers (or persons acting on behalf of the Stabilising Managers) will undertake
stabilisation action. Any stabilisation action may begin on or after the date on which adequate public
disclosure of the terms of the offer of the Notes is made and, if begun, may be ended at any time, but it
must end no later than the earlier of 30 days after the issue date of the Notes and 60 days after the date of
the allotment of the Notes. Any stabilisation action or over-allotment must be conducted by the
Stabilising Managers (or persons acting on behalf of the Stabilising Managers) in accordance with all
applicable laws and rules.



FORWARD-LOOKING STATEMENTS

Certain statements included herein may constitute ““forward looking statements’. Such statements relate
to, among others, events and trends that are subject to risks and uncertainties that could cause the actual
business activities, results and financial position of the Issuer to differ materially from the information

RT3 RT3

presented herein. When used in this Prospectus, the words “‘estimate”, ““project”, “intend”, ‘‘anticipate”,
“believe”, “expect”, “should” and similar expressions, as they relate to the Issuer and its management,
are intended to identify such forward-looking statements. Investors are cautioned not to place undue
reliance on these forward-looking statements, which speak only as of the date of this Prospectus. The
Issuer does not undertake any obligations publicly to release the result of any revisions to these
forward-looking statements to reflect the events or circumstances after the date of this Prospectus or to

reflect the occurrence of unanticipated events.

When relying on forward-looking statements, investors should carefully consider the foregoing risks and
uncertainties and other events, especially in light of the political, economic, social and legal environment
in which the Issuer operates. Factors that might affect such forward-looking statements include, inter alia,
overall business and government regulatory conditions, changes in tariff and tax requirements (including
tax rate changes, new tax laws and revised tax law interpretations), interest rate fluctuations and other
capital market conditions, including foreign currency exchange rate fluctuations, economic and political
conditions in the Czech Republic and other markets, and the timing, impact and other uncertainties of
future actions. See “Risk Factors”. The Issuer does not make any representation, warranty or prediction
that the factors anticipated by such forward-looking statements will be present, and such forward-looking
statements represent, in each case, only one of many possible scenarios and should not be viewed as the
most likely or standard scenario.

The Issuer undertakes no obligation, and does not intend, to publicly update or revise any
forward-looking statements, whether as a result of new information, future developments or otherwise.

INFORMATION SOURCED FROM THIRD PARTIES

Certain information contained in this Prospectus has been sourced from third parties including, without
limitation, information published and/or provided by the Ministry of Transportation of the Czech
Republic (the “Ministry of Transportation’’), the European Investment Bank (the “EIB”’), Eurostat, the
Union Internationale des Chemins de Fer, SZDC and the Czech Statistical Office (Cesky statisticky iifad),
which, in each case, are independent sources. Where information has been sourced from a third party, the
source has been identified, the information has been accurately reproduced and, as far as the Issuer is
aware and is able to ascertain from information published by that third party, no facts have been omitted
which could render the reproduced information inaccurate or misleading. While the Issuer believes that
the information sourced from third parties, which is reproduced in this Prospectus, is reliable, the Issuer
has not independently verified such information and cannot guarantee its accuracy or completeness.



OVERVIEW

This overview must be read as an introduction to this Prospectus and any decision to invest in the Notes
should be based on a consideration of the Prospectus as a whole, including the documents incorporated by
reference. No civil liability attaches to the persons responsible for this overview in any Member State of the
European Economic Area which has implemented the Prospectus Directive solely on the basis of this
overview, unless it is misleading, inaccurate or inconsistent when read together with the other parts of this
Prospectus, including any information incorporated by reference. Where a claim relating to the information
contained in this Prospectus is brought before a court in a Member State of the European Economic Area,
the plaintiff may, under the national legislation of the Member State, be required to bear the costs of
translating the Prospectus before the legal proceedings are initiated.

Words and expressions defined in the “Terms and Conditions of the Notes” below or elsewhere in this
Prospectus have the same meanings in this overview.

The Issuer: Ceské drahy, a.s., incorporated in the Czech Republic

Joint Lead Managers: Barclays Bank PLC, Citigroup Global Markets Limited and
ING Bank N.V., London Branch

The Notes: EUR 300,000,000 4.125 per cent. Notes due 2019

Issue Price: 99.821 per cent. of the principal amount of the Notes.

Issue Date: Expected to be on or about 23 July 2012.

Risk Factors: There are certain factors that may adversely affect the Group’s

business, results of operations or financial position and the Issuer’s
ability to fulfil its obligations under Notes. These include certain
business, industry, country and other risk factors. For detailed
analysis of these risk factors, see ““Risk Factors—Risk Factors Related
to the Group’s business” below. In addition, there are certain factors
which are material for the purpose of assessing the market risks
associated with the Notes. For detailed analysis of these risk factors,
see “Risk Factors—Risks Relating to the Notes” below.

Use of Proceeds: The net proceeds of the issue of the Notes will be used by the Issuer
to finance a portion of its capital investment plan, including primarily
for the purchase and modernisation of rolling stock, and the
repayment of a part of the Issuer’s outstanding long-term and
short-term debt. See “Use of Proceeds” .

Interest: The Notes will bear interest from and including 23 July 2012 at a rate
of 4.125 per cent. per annum payable annually in arrear on 23 July in
each year commencing 23 July 2013.

Status: The Notes are senior, unsubordinated, unconditional and unsecured
obligations of the Issuer.

Form and Denomination: The Notes will be issued in registered form in denominations of
EUR 100,000 and integral multiples of EUR 1,000 in excess thereof.
The Notes will be represented by a global registered note certificate
(the “Global Note Certificate’’) registered in the name of a nominee
for, and deposited with, the common safekeeper for Euroclear Bank
SA/NV (“Euroclear’’) and Clearstream Banking, société anonyme
(“Clearstream, Luxembourg”). Individual note certificates (‘“Note
Certificates’’) evidencing holdings of Notes will only be available in
certain limited circumstances. See “Summary of Provisions relating
to the Notes in Global Form”.

The Global Note Certificate is to be held under the New Safekeeping
Structure, in a manner that would allow the Notes to be eligible as
collateral for Eurosystem intra-day credit and monetary policy
operations.

Final Redemption: Unless previously redeemed or purchased and cancelled, the Notes
will be redeemed at their principal amount on the Maturity Date,
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Optional Redemption:

Tax Redemption:

Negative Pledge:

Cross Default:

Rating:
Withholding Tax:

Governing Law:

Listing and Trading:

Clearing Systems:

Selling Restrictions:

Risk Factors:

Financial Information:

Security Codes:

subject to Condition 8 (Payments) in the “Terms and Conditions of
the Notes™.

Upon the occurrence of a Put Event as defined below, each Note will
be redeemable at the option of the holder thereof, as further
described in Condition 7 (Redemption and Purchase) in the ““Terms
and Conditions of the Notes’ .

The Notes may be redeemed at the option of the Issuer in whole, but
not in part, for taxation reasons, in accordance with Condition 7
(Redemption and Purchase) in the “Terms and Conditions of the
Notes™.

The terms of the Notes contain a negative pledge provision as further
described in Condition 4 (Negative Pledge) in the “Terms and
Conditions of the Notes”.

The terms of the Notes contain a cross default provision as further
described in Condition 10(c) (Cross-default of Issuer or Subsidiary)
in the “Terms and Conditions of the Notes” .

The Notes are expected upon issue to be rated by Moody’s.

All payments of principal and interest in respect of the Notes by or
on behalf of the Issuer will be made free and clear of withholding
taxes of the Czech Republic unless the withholding of such taxes is
required by law. In that event the Issuer will gross-up the payment,
subject to certain exceptions, all as described in Condition 9
(Taxation) in the “Terms and Conditions of the Notes”.

The Notes, the Fiscal Agency Agreement, the Deed of Covenant and
any non-contractual obligations arising out of or in connection with
them, shall be governed by, and construed in accordance with English
law.

Applications have been made for the Notes to be admitted to listing
on the official list and trading on the Luxembourg Stock Exchange’s
regulated market.

Euroclear and Clearstream, Luxembourg

The offering and sale of Notes is subject to applicable laws and
regulations including, without limitation, those of the United States,
the United Kingdom, Switzerland and the Czech Republic. See
“Subscription and Sale”.

There are certain factors that may affect the Issuer’s ability to fulfil
its obligations under the Notes. In addition, there are certain factors
which are material for the purpose of assessing the risks associated
with the Notes. These are set out under ““Risk Factors” and include
the fact that the Notes may not be a suitable investment for all
investors.

See “Selected Financial and Operating Information” and “‘Financial
Statements and Auditors’ Reports”.

ISIN: XS0807706006
Common Code: 080770600



RISK FACTORS

Prospective investors should read the entire Prospectus. Words and expressions defined in the “Terms and
Conditions of the Notes below or elsewhere in this Prospectus have the same meanings in this section:

The Issuer believes that the following factors may affect its ability to fulfil its obligations under the Notes.
All of these factors are contingencies which may or may not occur and the Issuer is not in a position to
express a view on the likelihood of any such contingency occurring.

Factors which the Issuer believes may be material for the purpose of assessing the risks associated with the
Notes are also described below.

The Issuer believes that the factors described below represent the principal risks inherent in investing in the
Notes, but the Issuer may be unable to pay interest, principal or other amounts on or in connection with the
Notes for other reasons, and the Issuer does not represent that the statements below regarding the risks of
investing in the Notes are exhaustive. Prospective investors should also read the detailed information set out
elsewhere in this Prospectus and reach their own views prior to making any investment decision.

RISK FACTORS RELATED TO THE GROUP’S BUSINESS
Business risks
The Group may be adversely affected by changes to its structure

The government of the Czech Republic (the ‘“Government’) has published its intention to restructure
CD and its subsidiaries (the “Group”) pursuant to its resolution dated 25 July 2007 (the “Government
Resolution”) approving the document “Restructuring of joint stock company CD and SZDC”. The key
steps implemented within this restructuring process so far are (i) the incorporation of CD Cargo, a.s.
(“CD Cargo”) as a 100 per cent. owned subsidiary of CD and the contribution of CD’s freight
transportation business, including approximately 11,800 employees, to CD Cargo’s registered capital in
2007, (ii) the transfer of a part of CD’s business related to the operation of infrastructure management
including, among others, approximately 10,000 employees to the state-owned Railway Route
Administration (Sprdva Zeleznicni dopravni cesty, stdtni organizace) (“SZDC”) for a purchase price of
approximately CZK 12 billion in 2008, and (iii) the transfer of a part of CD’s business related to the
operation of the railway operation services including, among others, approximately 9,300 employees to
SZDC for a purchase price of CZK 389.9 million on 1 September 2011. Certain assets necessary for the
function of the railway operation remain to be transferred out of CD in the course of this restructuring
process. These assets include railway operation buildings (other than railway station buildings), plots of
land directly below the railway routes and certain other assets necessary for the railway operation, which
are envisaged to be transferred to SZDC. Railway station buildings are envisaged to be transferred either
to SZDC or to a newly formed subsidiary of CD The details of the contemplated transfers, including the
compensation for such purposes, are currently being discussed and therefore are not yet fully known or
certain (please see ““Description of the Issuer—Property—Expected Sale of Property—Expected Sale of
Property Related to the Railway Operation”). Additionally, the Government Resolution together with
the Government resolution dated 9 January 2008 contemplate transferring certain core businesses, such
as passenger transport and real estate management, by CD to newly formed subsidiaries. The newly
formed subsidiary to which the passenger transport business would be transferred may create its own new
subsidiaries for the purpose of conducting business in certain market segments, such as providing low-cost
passenger transport services.

By its nature, any restructuring, sale of assets or transfer of employees within the Group or to third
parties, although planned from the outset, cannot be regarded as free from risk due to various complex
assumptions that have to be made. It is possible that some or all of these assumptions may not prove to be
correct in the future. Moreover, the success of the restructuring may be impacted by third parties or
events which are not within the scope of the Group’s influence. In the event that the restructuring, sale or
transfer does not lead to the anticipated results, it may have a material adverse effect on the Group’s
business, results of operations or financial position.

The Group may be unable to obtain sufficient funding for investments in its assets and their maintenance

The Group may encounter situations when it is not able, for various reasons, to obtain sufficient funding
for investments in its assets and their maintenance. For example, CD is planning to utilise a significant
part of the proceeds of the expected sale of certain assets to SZDC and the expected sale of some of CD’s
other non-core assets to private investors (please see ““Description of the Issuer — Property — Expected
Sale of Property”) for the purpose of funding its investment in the modernisation of rolling stock. Should



any of these sales of non-core assets not occur or be postponed, or should the proceeds of any of these
sales be lower than expected by CD’s management as of the date of this Prospectus, this could have a
material adverse effect on the Group’s ability to fund such investments. Additionally, in order to be able
to fund investments for the modernisation of rolling stock, the Group may need to incur a significant
amount of further financial indebtedness, thereby increasing the risk that the total amount of the Group’s
financial indebtedness will reach a level at which the incurrence of any further financial indebtedness
would not be possible or deemed commercially reasonable by CD’s management. This could have a
material adverse effect on the Group’s ability to fund such investments.

Insufficient investment in the Group’s assets and their maintenance may result in obsolescence and
deterioration of such assets, which may adversely affect the quality of service provided to customers
(including an increased risk of accident or injury) and the ability of the Group to compete in tenders for
the provision of passenger rail transportation services to the Czech Republic (the “State””) and the Czech
regions, including the city of Prague (the “Czech Regions”). In addition, insufficient investment in the
Group’s assets and their maintenance may result in a breach of certain agreements with third parties (for
example, insurance contracts and contracts with the State and the Czech Regions concerning the
provision of public service passenger transportation), leading to increased liabilities of the Group, and
may cause the members of the Group to lose their licences. The above could all have a material adverse
effect on the Group’s business, results of operations or financial position.

The Group is exposed to competition from other transport companies and may be adversely affected by
technological advantages developed by such competitors

Due to on-going liberalisation of passenger transport services, it may also become less certain that CD
will be awarded public railway passenger contracts in the future. If the current long-term contracts in
place with the State, and the Czech Regions were to be revoked, not renewed or in some way materially
reduced or amended then this could have a material impact on the Group’s business, results of operations
or financial position. There has been a challenge to CD’s dominant position in certain areas and it is
possible that other passenger rail operators (including Czech low-cost passenger rail operators, as well as
significant passenger rail operators from neighbouring countries) will increasingly compete on the
regulated or commercial routes in the future, which may have a material adverse impact on the Group.
For example, in September 2011, privately held RegioJet a.s. started operating its own regular passenger
service on the main train route in the Czech Republic between Prague and Ostrava, which had until then
been operated solely by CD, and privately held company LEO Express a.s. published its intention to
commence operating its own regular passenger service on this route from December 2012. According to
statements made by each of RegioJet a.s. and LEO Express a.s., these companies are also looking to
commence operating regular passenger services on other routes which are currently exclusively operated
by CD In April 2012, RegioJet a.s. publicly announced that German Deutsche Bahn has decided not to
cooperate with CD on the international route between Prague and Hamburg and instead to negotiate
exclusively with Regiojet a.s. regarding such cooperation (please see ““Description of the Issuer—Business
Overview—Commercial”). This and any further increase in competition may have a material adverse
effect on the Group’s business, results of operations or financial position.

CD Cargo currently competes against other companies that provide rail freight transportation, truck
freight transportation and, to a smaller extent, ship carriers and providers of tube transportation systems.
The European rail freight transportation business is highly concentrated and CD Cargo’s ability to
efficiently compete in the market may depend on its ability to form strategic alliances or other forms of
cooperation with rail freight operators in other neighbouring countries. Should CD Cargo fail to establish
such strategic alliances or other forms of cooperation or should CD Cargo lose a significant business or
customer to a competitor, this could have a material impact on the Group’s business, results of operations
or financial position.

Any technological or other advantage developed by a competitor may also have a material adverse
impact on the Group and, in particular, its results of operation or financial position.

The Group as a provider of transport services may be adversely affected if it is held responsible for
damage caused to third parties or if there is a shift in the public perception of the attractiveness of the
Group and of its safety record

The Group’s operations may be adversely affected by many factors, including the breakdown or failure of
equipment, natural disasters, terrorist attacks or sabotage. An accident, derailment or other incident
involving the Group’s railway operations could result in damage or loss to the Group’s property,
locomotives and rolling stock and also disrupt the Group’s services and give rise to potential claims by
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freight shippers, injured passengers and others. In addition, it could have a material adverse impact on the
attractiveness of the Group’s services in the future. An adverse change in the perception of the Group’s
safety record could result in customers switching to other means of transportation, to other rail
transportation providers or, due to public pressure, force the Government to divest some of the Group’s
operations to third-party operators. As a carrier and operator of rolling stock with a relatively high
average age (please see ‘‘Description of the Issuer—Rolling Stock” below) the Group may also be
responsible for spillage or leakage from rolling stock transporting environmentally sensitive materials,
the cost of which may exceed any reimbursement received from relevant insurance. In the event of a
serious accident involving passengers the Group may also need to provide additional assistance to the
affected passengers, in excess of any reimbursement from insurance payments. If a significant uninsured
event was to occur, which would cause the Group to incur significant unbudgeted expenditure, this could
have a material adverse effect on the Group’s business, results of operations or financial position.

The Group is dependent on the timetables established with, and connected to, the quality of services
provided by third parties

The ability of the Group to provide rail transport services is contingent, to a greater extent, upon the
timetables to be established by SZDC with other transport providers. Adverse changes in SZDC’s
financial stability, the quality of services provided by them or their stance on cooperation with the Group
may, in turn, have a material adverse impact on the Group’s ability to provide adequate quality of service
to its own customers or may force the Group to use alternative routes, both of which in turn may increase
operation costs or inefficiencies, which could have a material adverse effect on the Group’s business,
operating results or financial position.

The Group’s performance is contingent upon informational systems and technologies

Significant disruption to informational systems, including computer hardware, software or
communication devices, may lead to operation stoppages, breach of security policies or other
problems that may have an adverse effect on the Group. In addition, should the Group not have
sufficient sources of funds to acquire such systems or put them in operation, CD’s competitiveness may be
harmed and this would have an adverse impact on the Group.

The Group may be unable to retain key personnel or attract and retain highly qualified personnel and
may also be adversely affected by wage increases

The Group currently employs managers and other personnel with significant industry experience. The
Group’s business requires specific knowledge of the industry and it is therefore dependent on the current
management and other highly qualified personnel. In the event of a shortage of such personnel, the
Group may need to increase the levels of its employee compensation more rapidly than in the past to
remain competitive. If the Group increases employee compensation, there can be no assurance that the
Group will be able to increase revenue to cover the extra costs or be able to pass on the extra costs to
customers through increases in its prices. If the Group does not maintain competitive compensation rates,
it may be unable to recruit and retain a skilled workforce, which could have a material adverse effect on
its ability to maintain its current market position or execute its strategic goals.

The Group is party to a collective bargaining agreement, which may restrict the Group’s flexibility with
respect to its employees. If the Group is unable to reduce its workforce without violating the terms of its
collective bargaining agreement and in a socially responsible manner, while also retaining qualified
personnel required to effectively operate its business, it could have a material adverse effect on the
Group’s business, operating results or financial position.

The Group may be adversely affected by industrial action triggered by the labour unions or third parties

In the event of industrial action, the Group’s employees may cease or suspend working which may harm
the Group’s productivity or operations. Newly negotiated terms may be put in place as a result of any
industrial action which may significantly increase the costs of the Group in relation to, among others,
healthcare costs, wages and salaries or other costs. Any increase in the Group’s costs, which is not
accompanied by commensurate increases in efficiency and productivity, will adversely affect the Group’s
business, financial condition and results of operations.

In April 2012, labour unions active within the Group indicated that they are considering conducting
a strike later in 2012. While the labour unions have declared that this strike is intended as a protest
against the Government’s policies and not directly against CD, this or any other strikes could have a
negative impact on the Group’s business, financial condition and results of operations.
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The Group may be adversely affected by the nature of its contracts with suppliers

Suppliers providing goods or services to the Group need to fulfil certain specific technical requirements
that cannot be met by all suppliers, thus restricting the Group’s choices and competitiveness among
suppliers. Any changes in relation to technical requirements on suppliers may cause a decrease in the
number of suppliers the Group can choose between, causing an increase in prices, or a significant lack of
supply or delays that may adversely affect the Group’s business, financial condition and results of
operations.

The Group is exposed to risks arising from investment activities

Modernisation of locomotives or rolling stock bears significant capital expenditures coupled with
a number of very complex investment risks. Changes in the legal framework, delays in supply of such
equipment and subsequent delays in putting newly acquired equipment into operation may have adverse
effects on the Group’s ability to fulfil the scope of services as per contracts with third parties in relation to
passenger or freight transportation and may harm the Group’s business, financial condition and results of
operations. Such changes may also harm the Group’s ability to compete in tenders for both passenger and
cargo services.

The Group is exposed to commodity risks

Purchases of fuel or electricity represent significant costs to the Group which can be subject to price
volatility. Accordingly, any significant increases in fuel or electricity prices could have a material adverse
effect on the Group’s business, financial condition and results of operations.

In addition, the availability of fuel or energy can be subject to limitations on their supply, including due to
cancellations or limitations on extraction or import of gas or other commodities, outages or limitations on
power production or refinery production, damaged transmission infrastructure, political uprisings, or wars
or to laws (which may or may not come into effect) or other means stipulating mandatory allocation or
contribution systems of such supplies. Should significant stoppage or lack of availability of fuel or energy
supplies occur, the Group’s business, financial condition and results of operations may be adversely
affected in the respective accounting year (please see ‘‘Description of the Issuer—Business
Strategy—Commodity Risk).

The Group is exposed to interest rate risks

The Group utilises external financing that bears floating or fixed interest rates, including bank loans,
domestic bonds, Eurobonds and promissory notes. Any changes in floating interest rates or any changes
in fixed interest rates of contracts to be entered into, or the Group’s limited ability to enter into such
contracts bearing or resulting in fixed interest rates could have a material adverse effect on the Group’s
business, financial condition and results of operations (please see ‘‘Description of the Issuer—Business
Strategy—Interest Rate Risk”).

The Group is exposed to liquidity risks

The Group may have, in certain cases in the future, limited access to short-term financing or may incur
obstacles in terms of securing short-term funding when experiencing liquidity issues. For example, some
financial institutions may not extend short-term credit lines or promissory note facilities to the Group.
The exposure to liquidity constraints could have a material adverse effect on the Group’s business,
financial condition and results of operations (please see ‘Description of the Issuer—Business
Strategy— Liquidity Risk’).

The Group is exposed to foreign currency risk

CD is exposed to foreign currency exchange rate risk, mainly in relation to the euro, predominantly
arising from CD Cargo’s operations. Any loss resulting from a fluctuation in the euro or any other foreign
currency exchange rate could have a material adverse effect on the Group’s business, financial condition
and results of operations. (please see ““Description of the Issuer—Business Strategy—Foreign Currency
Exchange Rate Risk™).

The Group is exposed to credit risk

The Group is exposed to credit risk, mainly in relation to customers of CD Cargo, suppliers of rolling
stock and financial institutions to which the Group has mark-to-market exposure. The Group monitors its
exposure to the credit risk of such third parties on a regular basis. Nonetheless, such monitoring cannot
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guarantee that the Group will prevent all losses or liquidity constraints incurred in relation to credit issues
of third parties. Any such credit issues could have a material adverse effect on the Group’s business,
financial condition and results of operations.

Additionally, as the top 20 clients of CD Cargo account for more than 75 per cent. of CD Cargo’s
revenues, any deterioration in the credit quality of one or more such clients could have a material adverse
effect on the Group’s business, financial condition and results of operations (please see *“Description of
the Issuer—Business Strategy—Credit Risk’).

The Group is exposed to operational risks

If there are frequent delays or cancellations in respect of the services provided by the Group this can
result in a loss of customers and this can negatively affect the Group’s business, financial condition and
results of operations. The Group is aware of a continuous trend in transport agreements to stipulate
qualitative criteria in respect of the services being provided and to impose financial sanctions for the
Group if such criteria are not complied with. This may be further regulated by stricter rules imposed by
the European Union (“EU”) in the future which will also regulate regional rail transport.

The Group is exposed to risks of railway accidents. Such accidents can result in damage to the Group’s
assets, expose the Group to liability towards third parties and negatively affect the Group’s reputation.
This could have a material adverse effect on the Group’s business, results of operation and financial
position (please see ‘“Description of the Issuer—Business Strategy—Risk Management”).

CD relies on compensation payable to it by the State and the Czech Regions in respect of public
passenger rail services

CD provides both long distance and regional passenger rail services in the public interest pursuant to
long-term contracts entered into between CD on one hand and the Czech Regions or the State on the
other. The State compensates CD for verifiable losses incurred by CD when providing such long distance
passenger rail services. The Czech Regions, including the city of Prague, compensate CD for verifiable
losses incurred by CD when providing such regional passenger rail services provided that a part of such
compensation payable by the relevant region to CD is funded by the State pursuant to the
“Memorandum on Ensuring Stable Financing in the Regional Railway Passenger Transport” entered
into between, among others, the Czech Republic and the Czech Regions in 2009 (the “Memorandum’).

In its resolution dated 27 April 2011, the Government approved the freezing of expenditure to be used to
fund the railway transportation and combined transportation (which may involve railway transportation)
in 2011 in the amount of CZK 1,866 million. The Government released the restrictions on such
expenditure by its resolution dated 8 June 2011. In its resolution No. 590 dated 20 July 2011, the
Government resolved to reduce the funds payable to the Czech Regions under the Memorandum from
CZK 2.649 billion to CZK 2.049 billion in each of the years from 2012 to 2014, thereby disregarding the
terms of the Memorandum. While the Government has never formally repealed this resolution, the State
in 2012 up to the date of this Prospectus has nevertheless been providing the Czech Regions with the
amount of funds, as specified in the Memorandum. Nevertheless, the Group cannot provide any
assurance that the Government will follow the terms of the Memorandum in the future. Any failure by
the Government to follow the terms of the Memorandum could lead to a decrease in the compensation
payable to CD for verifiable losses incurred by CD when providing regional passenger rail services.
Additionally, as the form and subject matter of the Memorandum are currently being renegotiated, it is
not certain that the terms of funding set out in the Memorandum, including the amount of compensation
payable by the State to the Czech Regions, may not be altered.

Most of the long-term contracts entered into between CD and the Czech Regions or the State concerning
the provision of rail passenger services by CD are to expire in 2019. The Group cannot provide any
assurance that such contracts will be renewed, or that any such renewal will be on substantially the same
terms or for the same scope of services as currently provided.

Any decrease in the compensation payable by the State to the Czech Regions, any failure by the State or
any region to pay such compensation to CD, any failure by the State to fund its part of the compensation
payable to CD by any region or any failure of CD to renew any of the long-term contracts concerning the
provision of rail passenger services to the State and the regions could have a material adverse impact on
the Group’s business, results of operation and financial position.
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The customers of CD Cargo are relatively concentrated and a loss of some of these customers could have
a negative impact on the Group

The customers of CD Cargo are relatively concentrated, with the top 20 clients of CD Cargo accounting
in aggregate for more than 75 per cent. of CD Cargo’s revenues. If CD Cargo was to lose any of these
customers, it could have a material adverse effect on the Group’s business, results of operation and
financial position.

The Group is subject to a variety of legal disputes and cannot give any assurances as to their outcome or
the sufficiency of their provisions

The Group is involved in a number of legal disputes. As of the date of this Prospectus, the aggregate
amount of all claims, for which the amount claimed against the Group has been specified and of which
CD management is aware, is approximately CZK 767.1 million (please see “Description of the
Issuer—Ongoing Material Disputes’). Litigation and arbitration proceedings are unpredictable and
adverse monetary awards or judgments in litigation or arbitral proceedings, individually or in the
aggregate, could have a material adverse effect on the Group’s business, financial condition and results of
operations. Further, such judgments or decisions might include restrictions on the Group’s ability to
conduct business, which could increase the cost of doing business and limit the Group’s prospects for
future growth. In addition, any potential loss in litigation or arbitral proceedings may result in negative
publicity, thus presenting reputational risks, which could have a material adverse effect on the Group’s
business, financial condition and results of operations.

The Group is involved in a legal dispute with SKODA TRANSPORTATION a.s. (“Skoda
Transportation™)

On 9 April 2004, CD and Skoda Transportation entered into a purchase agreement for the supply by
Skoda Transportation of 20 electrical triple-system locomotives (the ‘‘Purchase Agreement”). The
purchase price for the supply of the locomotives was agreed at approximately CZK 2.7 billion (excluding
VAT).

As at the date of this Prospectus, CD has paid approximately CZK 2.2 billion (including VAT) in
connection with the Purchase Agreement. However, certain deadlines for the delivery of the locomotives
and for the provision of documentation required for their operation internationally (as specified in the
Purchase Agreement) have not been met. Furthermore, certain of the locomotives are still to be
delivered (please see ““Description of the Issuer—Business Strategy—Commercial”). Accordingly, CD has
requested that Skoda Transportation pays a contractual penalty in respect of the delays and for its failure
to deliver all of the locomotives in the amount of approximately CZK 734.7 million, as quantified by CD
as of 27 March 2012. However, as CD and Skoda Transportation are in disagreement as to whether Skoda
Transportation is liable for the delayed delivery of the locomotives, CD has unilaterally set-off its
obligation to make certain payments under the Purchase Agreement in the amount of approximately
CZK 208.3 million against the contractual penalty claimed from Skoda Transportation (the *“Price
Set-Off”). In July 2012, it was reported that Skoda Transportation had commenced arbitration
proceedings against CD in respect of this dispute. However, as of the date of this Prospectus, CD has not
received any official communication regarding such proceedings.

The Group cannot provide any assurance that Skoda Transportation will comply with the remainder of its
obligations under the Purchase Agreement and, if not, whether CD will be able to recover payments
already made. Furthermore, there can be no assurance that CD will be able to collect the contractual
penalty requested, nor can it be ruled out that Skoda Transportation will not demand default interest on
the Price Set-Off on the grounds that it is unauthorised. The materialisation of any of these risks could
have a material adverse effect on the Group’s business, financial condition, results of operations and
reputation (please see ““Description of the Issuer—Ongoing Material Disputes).

CD has faced allegations that it may have received unlawful State aid

In 2010, Regiolet, a.s. submitted two complaints to the EU Commission against the Czech Republic. One
of these complaints concerned the fact that some of the Czech Regions awarded public rail service
contracts for the provision of rail services in excess of CZK 150 billion for another 10 to 15 years to CD
without following a proper tender process. According to Regiolet, a.s., this violates principles of
non-discrimination and transparency and a part of the compensation provided pursuant to these public
service contracts constitutes unlawful State aid. The other complaint alleged that the transfer of a part of
CD’s business related to the operation of infrastructure management including, inter alia, approximately
10,000 employees from CD to SZDC for the purchase price of approximately CZK 12 billion in 2008
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(please see ““Description of the Issuer—Sole Shareholder and Relationship with the State—Restructuring
Effort” below) represented unlawful State aid. In June 2012, the EU Commission informed the Czech
Republic that it considered the complaints submitted by RegioJet, a.s. in 2010 to have been withdrawn
because RegioJet, a.s. had not provided it with further information necessary to substantiate the
complaints. However, the EU Commission indicated that it may reconsider this decision and reopen the
investigation if new evidence were to be provided to it or were otherwise revealed (please see
“Description of the Issuer—Ongoing Material Disputes” below).

Should the EU Commission or any other relevant authority conclude that CD has received any unlawful
State aid, whether based on any new complaint or otherwise, CD could be required to repay any such
amounts together with related interest to the Czech Republic and compensate its competitors for
damages incurred as a result of the provision of such amounts. Any of these events could have a material
adverse effect on the Group’s business, financial condition, results of operations and reputation.

Industry risks
The gradual opening of the Czech passenger rail market to competition

CD provides the vast majority of passenger rail services in the Czech Republic to the State and the Czech
Regions. The Government has declared its intention to gradually tender those services under a
competitive process. The Ministry of Transportation has already taken steps in this respect, including
publishing a time sheet specifying which railway routes will be subject to public tenders. The time sheet
anticipates that the parties successful in such tenders will commence their service on the specified routes
in the period from 2014 to 2028, depending on the route in question. Pursuant to the relevant long-term
contracts concerning the provision of passenger railway transport services, eight Czech Regions are not
allowed to undertake a competitive tender. However, pursuant to the relevant long-term contracts
concerning the provision of passenger railway transport services, six Czech Regions and the State are
allowed, but not obliged, to do so. Two of these regions have already published their intention to organise
tenders in relation to certain specific regional routes in the Official Journal of the EU. Consequently, in
any future tender, CD might not be awarded some or all tendered contracts. CD’s competitors in these
public tenders may include Czech low-cost passenger rail operators, such as privately held RegioJet a.s.
and LEO Express a.s., as well as significant passenger rail operators from neighbouring countries, such as
German Deutsche Bahn and Austrian OBB. Should CD not be awarded some or all tendered contracts, it
may have a material adverse effect on the Group’s business, results of operations or financial position
(please see “Description of the Issuer—Business Overview—Passenger Rail
Transport—Commercial—Market” and ‘‘Description of the Issuer—Pricing, Compensation and Tariff
Regulation—Passenger Rail Transport — Long Distance (domestic and international)— Liberalisation of
the regulated long distance passenger transport in the Czech Republic”).

It is possible that other passenger rail operators (including Czech low-cost passenger rail operators, as
well as significant passenger rail operators from neighbouring countries), will increasingly compete on
commercial and international routes in the future, which may have a material adverse impact on the
Group’s business, results of operations or financial position (please see “Risk Factors Related to the
Group’s Business—Business risks—The Group is exposed to competition from other transport companies
and may be adversely affected by technological advantages developed by such competitors”™).

CD Cargo is exposed to the development of, and any deterioration in, certain industries

The vast majority of CD Cargo’s operations consist of the transportation of commodities, including iron
and machine industry products, construction materials, chemical products and liquid fuels, wood and
paper products, foods and farming products, coal, automotive and other commodities. As a result, CD
Cargo’s revenues and results of operations are dependent on the development of the industries which use
these commodities. Any significant deterioration in any of these industries could have a material adverse
effect on the Group’s business, results of operations or financial position.

Country risks
Inability of the Czech Republic or the Czech Regions to discharge their financial obligations when due

A significant amount of CD’s revenues are generated through compensation received from budgets of the
State and the Czech Regions. Any inability of the State or the Czech Regions to discharge their financial
obligations when due or any austerity measures undertaken by the State or the Czech Regions, may have
a material adverse effect on the Group and may harm the Group’s ability to meet its liabilities.
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The Group’s business is dependent on the quality of the rail network owned and maintained by third
parties

The rail network in the Czech Republic is owned and operated by SZDC. As customer satisfaction is
hugely dependent on the quality of the rail network, any changes leading to a deterioration of the rail
network or a complacent position taken towards the rail network versus other forms of transport may
have a material adverse effect on the Group’s business, results of operations and financial position.

An increase in costs incurred in relation to using the rail network poses risks to the Group

CD, as well as other rail transport providers in the Czech Republic, incur costs payable to SZDC for the
usage of the rail network. These costs, expressed as a maximum price per unit, are set by SZDC following
an assessment by the Ministry of Transportation. Any increases in the amount to be paid to SZDC, not
accompanied by equivalent pro-rated compensation from parties using the public rail service, would have
an adverse impact on the Group. In the case of cessation of business by SZDC, any potential negotiations
or standstills with its successor may pose risks to the Group and as a result may have a material adverse
effect on the Group’s business, results of operations and financial position.

Czech insolvency law

The courts of the Czech Republic (the “Czech Courts””) would have jurisdiction to open insolvency
proceedings in respect of a debtor provided that the centre of the debtor’s main interests is situated in the
Czech Republic (within the meaning of the Council Regulation (EC) No 1346/2000 of 29 May 2000 on
insolvency proceedings, as amended). Czech insolvency law under Act No. 182/2006 Coll., on insolvency
and methods of its resolution, as amended, might, in certain aspects, significantly differ from insolvency
laws in other jurisdictions or might not apply at all. For example, if the State or a region assumes or
guarantees all debts of the debtor prior to the commencement of insolvency proceedings. It may be that
the Czech insolvency law as applied in the practice of the Czech Courts does not protect creditors’ rights
as efficiently as laws of other jurisdictions or at all and thus, such lack of protection may have an adverse
impact on the rights of the companies within the Group upon insolvency of their debtors as well as on the
rights of the Noteholders under the Notes upon the insolvency of CD.

Changes in laws or regulations in the Czech Republic may have a material adverse impact on the Group

The Group is subject to a number of laws and regulations including, among others, Czech and EU railway
transport laws, tax laws, environmental protection laws, public procurement laws and anti-trust laws.
Changes in these laws or regulations may materially impact the Group.

For example, pursuant to current Czech tax laws (particularly Act No. 235/2004 Coll., on value added tax,
as amended) the applicable reduced value added tax (““VAT”) rate of 14 per cent. and standard VAT
rate of 20 per cent. are to be replaced from 1 January 2013 with a uniform VAT rate of 17.5 per cent.
Nevertheless, on 11 April 2012 the Government declared its intention to propose an amendment to this
law, pursuant to which the applicable reduced and standard VAT rates would be increased by one
percentage point each to 15 per cent. and 21 per cent., respectively, in the period from 1 January 2013 to
31 December 2015. As passenger transport in the Czech Republic is subject to a reduced VAT rate and
fare prices for non-commercial passenger transport, including the applicable VAT, are capped by a
Government regulation, any increase of the applicable VAT rate, whether pursuant to the current law or
its contemplated amendment, may lead to lower net income for CD or a potential outflow of CD’s
customers (if the increase of the VAT rate is not followed by an increase in the regulated fare prices).
Accordingly, if the applicable VAT rate is increased pursuant to the current law, its contemplated
amendment or any other laws, it could have a material adverse effect on the Group’s business, results of
operations, financial condition or prospects.

Additionally, at the beginning of 2012, the Ministry of Transportation announced its intention to propose
a new law, which will recodify the current Czech laws regulating railway transportation. According to the
information announced by the Ministry of Transportation, the purpose of this recodification is to bring
current Czech laws more in line with the relevant EU laws and to take into account the changes which
have taken place in the Czech railway transport industry in the past few years. It cannot be ruled out that
this recodification or any other changes to the laws regulating railway transport in the Czech Republic
will not have an adverse effect on the Group’s business, results of operations, financial condition or
prospects.
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The Group can incur limitations on procurement due to the Public Tender Procurement Law

The Group is subject to public procurement rules stipulated in the Act (137/2006 Coll.) on Public
Contracts, as amended (the ‘“Public Procurement Act’’) when tendering services and supplies with a
value exceeding CZK 1 million or CZK 3 million for construction works until 31 December 2013 (in each
case excluding the applicable value added tax). In the event of a qualified tender under the Public
Procurement Act, the Group may be limited in its ability to procure such tender in a timely manner. This
may harm the Group’s ability to compete in tenders for both passenger and cargo services and have an
adverse effect on the Group’s business, financial condition and results of operations.

Risks arising from the opening of the railway passenger market to competition before the necessary
conditions have been established

Unlike its competitors, CD owns a large number of railway stations that are indispensable for
the operation of passenger railway transport and bears the costs of their maintenance and operation.
These railway stations are publicly accessible for all passengers, irrespective of whether they are using
the transportation services of CD or other passenger railway transport operators. Czech laws do not
require other passenger railway transport operators to pay any fees to CD for using their railway stations.
Accordingly, if the Czech Republic does not introduce an obligation for other passenger railway transport
operators to pay fees to CD for using their railway stations or such railway stations are not transferred
outside of the Group, the obligation to bear the costs of maintaining and operating such railway stations
may put the Group at a disadvantage as compared to its competitors.

Similarly, CD is obliged to provide subsidised tickets to a select group of persons defined by Czech law.
CD does not receive any compensation for doing so and this obligation does not apply to CD’s
competitors. Accordingly, if this obligation continues to apply only to CD it may put the Group at
a disadvantage as compared to its competitors.

Additionally, no single regulator authorised to resolve conflicts between market participants and between
market participants and SZDC has been established. The railway market is heavily regulated in the areas
of market access, railway capacity allocation and price-setting, each of which is overseen by a separate
regulator. As a result, any such disputes may need to be resolved by recourse to the current three
regulating bodies and/or the Czech Courts, which can lead to lengthy, complicated and expensive
proceedings. CD, as the original sole railway services provider, may be more likely to be subject to such
proceedings, which may put the Group at a disadvantage as compared to its competitors.

If CD is at a competitive disadvantage as compared to its competitors for the above reasons or for any
other reasons, this could have a material adverse effect on the Group’s business, results of operations,
financial condition or prospects.

Risks arising from terrorist acts or war conflict

Potential terrorist acts or similar events, war or conflict, the threat of war or conflict or the reaction of the
Czech Republic to such acts or events, could significantly disrupt the Group’s activities. Given the
Group’s size and activities, the Group is considered as a strategic asset to the Czech Republic and thus
the Group could be targeted during such conflicts or could be used by the Czech Republic in response to
such attacks.

Other risk factors related to Czech Republic
If the Czech economy performs poorly, the Group’s business could be impacted negatively

The Group’s revenues are sensitive to the performance of the Czech economy. A significant portion of its
assets and operations are located in the Czech Republic and the Group derives a substantial majority of
its revenues from the domestic market. Changes in economic, regulatory, administrative or other policies
of the Government, as well as political or economic developments in the Czech Republic (including
potential changes in the Czech Republic’s credit ratings) over which the Group has no control, could have
a significant effect on the Czech economy, which in turn could have a significant effect on the Group’s
business, prospects, financial conditions or results of operations or the Group’s ability to proceed with its
business plan.

Political developments in the Czech Republic could negatively impact economic conditions in the Czech
Republic

Parliamentary and Government composition in the Czech Republic may have an adverse effect on the
overall economic stability of the Czech Republic and consequently on the Group’s economic and
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financial situation. In April 2012, the three coalition parties, which up to that time had formed the
Government, terminated their coalition. While the leaders of these parties also announced their intention
to continue cooperating in respect of approving the earlier proposals by the current Government in
Parliament and the current Government subsequently won a vote of confidence in April 2012, CD can
give no assurance that there will be no change in the Government prior to the expiration of its current
mandate or that the current or any new Government will continue the economic, fiscal, and regulatory
policies of former Governments, nor can there be any assurance that any changes in such policies will not
have a material adverse effect on the Group’s business, prospects, financial condition or results of
operations.

In addition, the Government exercises its rights as the sole shareholder of CD by means of a Steering
Committee (the ““‘Steering Committee’’), which is to comprise of three members from the Ministry of
Transportation, and one member from each of the Ministry of Finance, the Ministry of Defence, the
Ministry of Industry and Trade, and the Ministry for Regional Development (please see “Description of
the Issuer—Sole Shareholder and Relationship with the State—The State’s shareholder role”). Accordingly,
the Group may be negatively affected by changes to key decision-makers at, and/or the strategy of, any of
these ministries. Any such changes could have a material adverse effect on the Group’s business,
prospects, financial condition or results of operations.

Other risks
Global economic conditions can adversely impact the Group’s results

Global economic conditions affecting current or potential customers of the Group may have an adverse
impact through lesser demand for the Group’s services. Any lower demand from, or potential insolvency
events of, the Group’s customers may pose risks to the Group in relation to the Group’s business,
financial condition and results of operations.

Adverse weather conditions or force majeure may cause significant delays or expenditures

Adverse weather conditions, natural disasters or other adverse force majeure events may disrupt the
normal conduct of business of the Group and may increase costs and liabilities or decrease revenues
which may ultimately have an adverse impact on the Group’s business, financial condition and results of
operations.

Risks arising from outbreak of pandemic diseases

The Group’s business activities could be adversely affected by the outbreak of a pandemic disease that
could have an impact on the Group’s employees or on demand for passenger services. The Group cannot
guarantee that any plans implemented by the Group in respect of the risks associated with the outbreak
of any such disease will fully avoid any adverse impacts on the Group.

RISK RELATING TO THE NOTES
There is no active trading market for the Notes

The Notes are new securities which may not be widely distributed and for which there is currently no
active trading market. If the Notes are traded after their initial issuance, they may trade at a discount to
their initial offering price, depending upon prevailing interest rates, the market for similar securities,
general economic conditions and the financial condition of the Issuer. Although application has been
made for the Notes to be admitted to listing on the official list and trading on the Luxembourg Stock
Exchange’s regulated market, there is no assurance that such application will be accepted or that an
active trading market will develop. Accordingly, there is no assurance as to the development or liquidity
of any trading market for the Notes.

New Safekeeping Structure

The Issuer intends that the Notes will be registered on issue in the name of a nominee for Euroclear or
Clearstream, Luxembourg as common safekeeper. This does not necessarily mean that the Notes will be
recognised as eligible collateral for the Eurosystem monetary policy and intra-day credit operations by
the Eurosystem either upon issue or at any or all times during their life. Such recognition will depend
upon the European Central Bank being satisfied that the Eurosystem eligibility criteria have been met.
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Changes in market interest rates may adversely affect the value of the Notes

Investment in the Notes involves the risk that subsequent changes in market interest rates may adversely
affect the value of the Notes. A drop in the level of market interest rates will have a positive impact on
the price of the Notes, as the Notes pay a fixed annual rate of interest. Conversely, an increase in the
market interest rate level will have an adverse impact on the price of the Notes. For investors holding the
Notes until the Maturity Date, any changes in the market interest rate level during the term will not affect
the yield of the Notes, as the Notes will be redeemed at par.

If the Notes are redeemed early, an investor may not be able to reinvest such proceeds in a comparable
security

In the event that the Notes are redeemed early in accordance with Condition 7 (‘‘Redemption and
Purchase”) of the “Terms and Conditions of the Notes”, depending on prevailing market conditions at the
time, an investor who receives proceeds due to such an early redemption may not be able to reinvest such
proceeds in a comparable security at an effective interest rate as high as that carried by the Notes.

Changes to the current tax laws and practices could adversely affect investors

Statements in this Prospectus concerning the taxation of investors are of a general nature and are based
upon current law and practice in the jurisdictions stated. Such law and practice is, in principle, subject to
change, possibly with retrospective effect, and this could adversely affect investors.

In addition, any change in legislation or in practice in a relevant jurisdiction could adversely impact (i) the
ability of the Issuer to service the Notes and (ii) the market value of the Notes.

The Notes may be redeemed prior to the Maturity Date

In the event that the Issuer would be obliged to increase the amounts payable in respect of any Notes due
to any withholding or deduction for or on account of, any present or future taxes, duties, assessments or
governmental charges of whatever nature imposed, levied, collected, withheld or assessed by or on behalf
of the Czech Republic or any political subdivision thereof or any authority therein or thereof having
power to tax, the Issuer may redeem all outstanding Notes in accordance with the Conditions.

Minimum Denomination

As the Notes have a minimum denomination consisting of EUR 100,000 plus higher integral multiples of
EUR 1,000, it is possible that the Notes may be traded in amounts in excess of EUR 100,000 (or its
equivalent) that are not integral multiples of EUR 100,000 (or its equivalent). In such case a Noteholder
who, as a result of trading such amounts, holds a principal amount of less than the minimum
denomination may not receive a Note Certificate in respect of such holding (should Note Certificates be
printed) and would need to purchase a principal amount of Notes such that its holding amounts to the
minimum denomination.

Credit Rating

Credit or corporate ratings may not reflect all risks. One or more independent rating agencies may assign
ratings to the Notes and/or the Issuer. The Notes are expected to be rated by Moody’s. A security rating is
not a recommendation to buy, sell or hold securities and may be subject to suspension, reduction or
withdrawal at any time by the assigning rating agency. Such ratings may not reflect the potential impact of
all risks related to the structure, the market or additional factors discussed in this section, and other
factors that may affect the value of the Notes or the standing of the Issuer. In addition, any adverse
change in an applicable credit rating could adversely affect the trading price for the Notes.

The Issuer may not be able to finance a put option as required by the Conditions

Upon the occurrence of certain events, the Issuer may be required by a Noteholder to redeem all of the
outstanding Notes held by such holder at the principal amount of such Notes, plus accrued and unpaid
interest and additional amounts, to the relevant redemption date. If any such event were to occur, there
can be no assurance that the Issuer would have sufficient funds available at the time to redeem the
aggregate principal amount of the Notes in relation to which the put option is exercised. The exercise of
the put option may cause the acceleration of other indebtedness that may be senior to the Notes or rank
equally with the Notes. See Condition 7(c) (Redemption and Purchase—Redemption at the option of
Noteholders following a put event) of the “Terms and Conditions of the Notes”.
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The Notes may not be a suitable investment for all investors

Each potential investor in the Notes must determine the suitability of that investment in light of its own
circumstances. In particular, each potential investor should:

(i) have sufficient knowledge and experience to make a meaningful evaluation of the Notes, the merits
and risks of investing in the Notes and the information contained or incorporated by reference in
this Prospectus or any applicable supplement;

(i) have access to, and knowledge of, appropriate analytical tools to evaluate, in the context of its
particular financial situation, an investment in the Notes and the impact such investment will have
on its overall investment portfolio;

(iii) have sufficient financial resources and liquidity to bear all of the risks of an investment in the Notes,
including where principal or interest is payable in one or more currencies, or where the currency for
principal or interest payments is different from the potential investor’s currency;

(iv) understand thoroughly the terms of the Notes and be familiar with the behaviour of any relevant
indices and financial markets; and

(v) be able to evaluate (either alone or with the help of a financial advisor) possible scenarios for
economic, interest rate and other factors that may affect its investment and its ability to bear the
applicable risks.

Potential investors should not invest in the Notes unless they have the expertise (either alone or with the
help of a financial adviser) to evaluate how the Notes will perform under changing conditions, the
resulting effects on the value of such Notes and the impact this investment will have on the prospective
investor’s overall investment portfolio.

Exchange rate risks and exchange controls may significantly affect an investor’s yield on the Notes, the
principal value payable thereunder and the market value of the Notes

The Issuer will pay principal and interest on the Notes in euro. This presents certain risks relating to
currency conversions if an investor’s financial activities are denominated principally in a currency or
currency unit (the “Investor’s Currency”’) other than euro. These include the risk that exchange rates
may significantly change (including changes due to devaluation of the euro or revaluation of the
Investor’s Currency) and the risk that authorities with jurisdiction over the Investor’s Currency may
impose or modify exchange controls. An appreciation in the value of the Investor’s Currency relative to
the euro would decrease (i) the Investor’s Currency-equivalent yield on the Notes, (ii) the Investor’s
Currency-equivalent value of the principal payable on the Notes and (iii) the Investor’s
Currency-equivalent market value of the Notes.

Government and monetary authorities may impose (as some have done in the past) exchange controls
that could adversely affect an applicable exchange rate. As a result, investors may receive less interest or
principal than expected, or no interest or principal.

Modification and waivers and substitution

H

The Fiscal Agency Agreement and the “Terms and Conditions of the Notes” contain provisions for
calling meetings of Noteholders to consider matters affecting their interests generally. These provisions
permit defined majorities to bind all Noteholders including Noteholders who did not attend and vote at
the relevant meeting and Noteholders who voted in a manner contrary to the majority.

EU Savings Directive

Under EC Council Under EC Council Directive 2003/48/EC on the taxation of savings income (the
“EU Savings Directive”), each Member State is required to provide to the tax authorities of another
Member State details of payments of interest (or similar income) paid by a person within its jurisdiction
to or for an individual or certain limited types of entity established in that other Member State. However,
for a transitional period, Luxembourg and Austria are instead required (unless during that period they
elect otherwise) to operate a withholding system (the applicable rate of withholding now being
35 per cent.) in relation to such payments (the ending of such transitional period being dependent upon
the conclusion of certain other agreements relating to information exchange with certain other countries).
The withholding system is subject to an exception whereby the beneficial owner of the interest or other
income elects for the exchange of information instead. A number of non-EU countries and territories
including Switzerland have adopted, or agreed to adopt, similar measures (a withholding system in the
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case of Switzerland) and certain dependent or associated territories of EU Member States have adopted
the same measures. The European Commission has proposed certain amendments to the EU Savings
Directive, which may, if implemented, amend or broaden the scope of the requirements described above.

If an amount of, or in respect of, tax were to be withheld from a payment of principal or interest under a
Note, pursuant to the EU Savings Directive, any other European Union Directive implementing the
conclusions of the ECOFIN Council meeting of 26 — 27 November 2000 on the taxation of savings income
or any law implementing or complying with, or introduced in order to conform to, such Directive, neither
the Issuer nor any Paying Agent nor any other person would be obliged to pay additional amounts with
respect to any Note as a result of the imposition of such withholding tax. See Condition 9 (Taxation) of
the “Terms and Conditions of the Notes”. However, the Issuer is required, as provided in Condition 13
(Agents) of the “Terms and Conditions of the Notes”, to maintain a Paying Agent in a Member State that
does not impose an obligation to withhold or deduct tax pursuant to the EU Savings Directive or any law
implementing or complying with, or introduced in order to conform to, the EU Savings Directive or any
such other Directive.

Change in Law

The “Terms and Conditions of the Notes” are based on English law in effect as of the date of issue of the
relevant Notes. No assurance can be given as to the impact of any possible judicial decision or change to
English law or administrative practice after the date of issue of the relevant Notes.

In any proceedings taken in the Czech Republic for the enforcement of the obligations of the Issuer
under any contract governed by English law, the Czech courts should recognize the choice of English law
as the governing law of such contract subject to the provisions of Regulation (EC) No 593/2008 of the
European Parliament and of the Council on the law applicable to contractual obligations (the ‘“Rome I
Regulation’’). However, to the extent the rules of the Rome I Regulation do not apply to unilateral acts,
Czech Act No. 97/1963 Coll., on international private and procedural law, as amended, does not explicitly
provide for free choice of law in respect of such unilateral acts. Consequently, if a Czech court considered
the Deed of Covenant, the “Terms and Conditions of the Notes” or the Notes to be unilateral acts and
failed to recognise the choice of English law as the governing law of those instruments, such failure could
have an adverse impact on the enforceability of any obligation of the Issuer under the Deed of Covenant,
the “Terms and Conditions of the Notes” or the Notes.

Additionally, the interpretation of certain provisions of Czech law, in particular commercial, financial and
insolvency laws, is not well established due to little precedent upon which to rely in rendering an opinion
as to sophisticated commercial and financial transactions between private parties. Furthermore, these
laws are subject to changes and interpretation in a manner which cannot be currently foreseen and
anticipated, and which may affect the rights and obligations arising in connection with the issue of the
Notes.

The market price of the Notes is subject to a high degree of volatility

The market price of the Notes could be subject to significant fluctuations in response to actual or
anticipated variations in the Issuer’s operating results, adverse business developments, changes to the
regulatory environment in which the Issuer operates, changes in financial estimates by securities analysts
and the actual or expected sale of a large number of Notes, as well as other factors, including the trading
market for notes issued by or on behalf of the Czech Republic as a sovereign borrower. In addition, in
recent years the global financial markets have experienced significant price and volume fluctuations
which, if repeated in the future, could adversely affect the market price of the Notes without regard to the
Issuer’s financial condition or results of operations.

Legal investment considerations may restrict certain investments

The investment activities of certain investors are subject to investment laws and regulations, or review or
regulation by certain authorities. Each potential investor should consult its legal advisers to determine
whether and to what extent (1) Notes are legal investments for it, (2) Notes can be used as collateral for
various types of borrowing and (3) other restrictions apply to its purchase or pledge of any Notes.
Financial institutions should consult their legal advisers or the appropriate regulators to determine the
appropriate treatment of Notes under any applicable risk-based capital or similar rules.
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Certain assets of the Issuer may be subject to immunity and/or the Issuer may be obliged to provide
certain services and assets to the State or other persons

The Issuer carries out passenger and freight transport business and provides passenger transport services
in the public interest. Since such parts of the Issuer’s operations might be of importance in specific
situations (including, among others, any force majeure events) or for specific purposes (including, among
others, military or public interest), under applicable laws, the Issuer’s assets (or a portion thereof) used to
carry out such operations may be subject to immunity from execution or other legal process, and/or the
Issuer may be obliged to provide certain services and assets to the State or other persons, in such
situations or for such purposes. This could potentially adversely affect the pool of assets available for
enforcement of any obligation of the Issuer under the Notes and/or may have a material adverse effect on
the Group’s business, financial condition and results of operations.
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INFORMATION INCORPORATED BY REFERENCE

The annual non-consolidated financial statements of each of the Issuer and of CD Cargo in respect of
each of the financial years ended 31 December 2011 and 31 December 2010, prepared in accordance with
accounting regulations applicable in the Czech Republic (“‘Czech GAAP”), shall be deemed to be
incorporated in, and to form part of, this Prospectus, including the information set out at the following
pages of the Issuer’s and CD Cargo’s 2011 and 2010 financial statements, respectively:

Ceské drahy a.s.

2011

Auditor’s report on the non-consolidated financial statements.........ccccccceeeveiecinnccinnieenenes page 2
Non-consolidated balance SHEet........ocoriririririiiiriee et pages 4-5
Non-consolidated profit and LOSS ACCOUNL ......coueverieirieirieinieenicinteertee ettt page 6
Non-consolidated statements of changes i eqUItY .......ccccevrerirenereneiereeeereeee e page 7
Non-consolidated statement of cash flOWS .......cccoiiiniiiiiinicc e page 8
Notes to the non-consolidated financial StatemMents ...........ccoeueueuiriririeieiininieieciseceeeeeeeeneees page 9-46
2010

Auditor’s report on the non-consolidated financial statements..........ccceceeceevervenenenenenenenene page 2
Non-consolidated balance SHEEt........cccoiririririiniiiiiie et e pages 4-5
Non-consolidated profit and 10SS aCCOUNT ........cc.cciiviiriiiieiiiiirire et page 6
Non-consolidated statements of changes in eqUItY.........cccccoirreciiinniecinrecccceeees page 7
Non-consolidated statement of cash flOWS .....c..coovueoiiiriiiiiiinic e page 8
Notes to the non-consolidated financial StateMENtS ........cccveerueerieerieereenieeneenee e pages 9-45
CD Cargo a.s.

2011

Auditor’s report on the non-consolidated financial statements........c.coccceeveeereveneencrcnencnnenenn page 2
Non-consolidated balance ShEEL........ccoeiriiriiiriiinieinicincrcercreeree et pages 4-5
Non-consolidated profit and 10SS ACCOUNT ........coiviiiririerierieiete ettt page 6
Non-consolidated statements of changes in eqUILY .......ccccecererirerenenieieiceeereeee e page 7
Non-consolidated statement of cash flOWS .......cc.coiiiniiiiiinic e page 8
Notes to the non-consolidated financial StatemMEents .........cccccoevveueirinirieieerinnieiecireeeeseeeeeneees page 9-52
2010

Auditor’s report on the non-consolidated financial statements..........cccececeeereneneneneneneenne page 2
Non-consolidated Dalance SHEEt........cociiriiiiiiiririeee et pages 4-5
Non-consolidated profit and 10SS aCCOUNT ........ccueciiriirieiieiiiirine et page 6
Non-consolidated statements of changes N EQUILY .....c.coeerieuerieerieenieerieenteeneeeseee e page 7
Non-consolidated statement of cash fIOWS ......c..cccoeirioiniiniiniincrcec e page 8
Notes to the non-consolidated financial StatemMents .........ccccceevieirerinierenenieieeeeeeee e pages 9-52

Copies of the documents specified above as containing information incorporated by reference in this
Prospectus are available from the website of the Luxembourg Stock Exchange (www.bourse.lu) and, may
be inspected during normal business hours at the registered address of the Issuer for 12 months from the
date of this Prospectus. Any information not listed in the cross reference list but included in the
documents incorporated by reference is given for information purposes only.
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TERMS AND CONDITIONS OF THE NOTES

The following is the text of the Terms and Conditions of the Notes which (subject to completion and
amendment) will be endorsed on each Note Certificate (if issued):

The EUR 300,000,000 4.125 per cent. Notes due 2019 (the ‘“Notes”, which expression includes any further
notes issued pursuant to Condition 15 (Further Issues) and forming a single series therewith) of Ceské
drahy, a.s. (the “Issuer’) are the subject of a fiscal agency agreement dated 23 July 2012, as amended or
supplemented from time to time (the ‘“Agency Agreement”), between the Issuer, Citibank, N.A., London
Branch as fiscal agent and the other agents named in it. The Notes have the benefit of a Deed of
Covenant dated 23 July 2012 (the “Deed of Covenant”) executed by the Issuer relating to the Notes. The
fiscal agent, the registrar, and any transfer agent for the time being are referred to below respectively as
the “Fiscal Agent”, the “Registrar’” and the “Transfer Agents”. “Paying Agents’’ means the Fiscal
Agent and the paying agents named in the Agency Agreement, which expression includes any other
paying agent or paying agents appointed from time to time with respect to the Notes. ““Agents’” means
the Fiscal Agent, the Paying Agents, the Registrar, the Transfer Agents and any other agent or agents
appointed from time to time with respect to the Notes. Certain provisions of these Conditions are
summaries of the Agency Agreement and are subject to its detailed provisions. The Agency Agreement
includes the form of the Notes. Copies of the Agency Agreement and the Deed of Covenant are available
for inspection by Noteholders (as defined below) during normal business hours at the Specified Offices
(as defined in the Agency Agreement) of each of the Paying Agents, the Registrar and any Transfer
Agents, the initial Specified Offices of which are set out below. The holders of the Notes are bound by,
and are deemed to have notice of all the provisions of the Agency Agreement applicable to them.

All capitalised terms that are not defined in these terms and conditions (the ‘“Conditions’”) will have the
meanings given to them in the Agency Agreement. References to ““Conditions’ are, unless the context
otherwise requires, to the numbered paragraphs of these terms and conditions.

1. Form, Denomination and Title

The Notes are serially numbered and in registered form in denominations of EUR 100,000 and integral
multiples of EUR 1,000 in excess thereof (each such denomination an ‘““Authorised Holding”).

The Notes are intended to be issued under the new safekeeping structure and are represented by
registered certificates (‘‘Note Certificates”) and, save as provided in Condition 2(a) (Transfer), each Note
Certificate shall represent the entire holding of Notes by the same holder.

Title to the Notes shall pass by registration in the register that the Issuer shall procure to be kept by the
Registrar at its Specified Office in accordance with the provisions of the Agency Agreement (the
“Register”’). The holder (as defined below) of any Note shall (except as otherwise required by law) be
treated as its absolute owner for all purposes (whether or not it is overdue and regardless of any notice of
ownership, trust or any other interest therein, any writing thereon or any notice of any previous loss or
theft thereof) and no Person shall be liable for so treating the holder. No Person shall have any right to
enforce any term or condition of the Notes under the Contracts (Rights of Third Parties) Act 1999.

In these Conditions, ‘“‘Noteholder’” and ‘‘holder’” means the Person in whose name a Note is registered in
the Register (or, in the case of joint holders, the first name thereof).

2.  Transfer of Notes

(a) Transfer: One or more Notes may, subject to the terms of the Agency Agreement and to
Condition 2(c) (Transfer or Exercise Free of Charge) and 2(d) (Closed Periods), be transferred in
whole or in part in an Authorised Holding upon the surrender (at the Specified Office of the
Registrar or any Transfer Agent) of the Note Certificate(s) representing such Notes to be
transferred, together with the form of transfer endorsed on such Note Certificate(s) (or another
form of transfer substantially in the same form and containing the same representations and
certifications (if any), unless otherwise agreed by the Issuer), duly completed and executed and any
other evidence as the Registrar or Transfer Agent may reasonably require. In the case of a transfer
of part only of a holding of Notes represented by one Note Certificate, a new Note Certificate shall
be issued to the transferee in respect of the part transferred and a further new Note Certificate in
respect of the balance of the holding not transferred shall be issued to the transferor. In the case of a
transfer of Notes to a Person who is already a holder, a new Note Certificate representing the
enlarged holding shall only be issued against surrender of the Note Certificate representing the
existing holding. All transfers of Notes and entries on the Register will be made in accordance with
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(b)

(d)

(e)

(f)

3.

the detailed regulations concerning transfers of Notes scheduled to the Agency Agreement. The
regulations may be changed by the Issuer, with the prior written approval of the Registrar and the
Fiscal Agent (such approval not to be unreasonably withheld or delayed). A copy of the current
regulations will be made available by the Registrar to any Noteholder upon request. A Note may be
registered only in the name of, and transferred only to, a named Person or Persons. No transfer of a
Note will be valid unless and until entered on the Register.

Delivery of New Note Certificates: Each new Note Certificate to be issued pursuant to
Condition 2(a) (Transfer) shall be available for delivery within five business days of receipt of a
duly completed form of transfer and surrender of the existing Note Certificate(s). Delivery of the
new Note Certificate(s) shall be made at the Specified Office of the Transfer Agent or of the
Registrar (as the case may be) to whom delivery or surrender of such form of transfer or Note
Certificate shall have been made or, at the option of the holder making such delivery or surrender as
aforesaid and as specified in the relevant form of transfer or otherwise in writing, be mailed by
uninsured post at the risk and at the expense of the holder entitled to the new Note Certificate to
such address as may be so specified, unless such holder requests otherwise and pays in advance to
the relevant Transfer Agent or the Registrar (as the case may be) the costs of such other method of
delivery and/or such insurance as it may specify.

Transfer or Exercise Free of Charge: Note Certificates, on transfer, exercise of an option or partial
redemption, shall be issued and registered without charge by or on behalf of the Issuer, the
Registrar or any Transfer Agent, but subject to (i) the payment by the Person making the
application for transfer of any tax, duties or other governmental charges that may be imposed in
relation to it (or the giving of such indemnity as the Registrar or the relevant Transfer Agent may
require), (ii) the Registrar being satisfied with the documents of title and/or identity of the Person
making the application, and (iii) such reasonable regulations as the Issuer may from time to time
agree with the Registrar.

Closed Periods: No Noteholder may require the transfer of a Note to be registered (i) during the
period of 15 days ending on the due date for redemption of that Note, (ii) during the period of
15 days prior to any date on which Notes may be called for redemption by the Issuer at its option
pursuant to Condition 7(b) (Redemption for tax reasons), (iii) after any such Note has been called
for redemption or (iv) during the period of seven days ending on (and including) any Record Date.

Authorised Holdings: No Note may be transferred unless the principal amount of Notes transferred
and (where not all of the Notes held by a holder are being transferred) the principal amount of the
balance of the Notes not transferred are Authorised Holdings.

Business Day: In these Conditions, unless otherwise stated, ‘“‘business day” means a day, other than
a Saturday or Sunday, on which banks are open for general business (including dealing in foreign
exchange and foreign currency deposits) in both London and the place of the Specified Office of the
relevant Agent.

Status

The Notes constitute direct, general, unconditional and, subject to Condition 4 (Negative Pledge)
unsecured obligations of the Issuer which will at all times rank pari passu among themselves and at least
pari passu with all other present and future unsecured obligations of the Issuer, save for such obligations
as may be preferred by provisions of law that are both mandatory and of general application.

4.

Negative Pledge

So long as any Note remains outstanding (as defined in the Agency Agreement):

(a)

(b)

the Issuer shall not create or permit to subsist any Security Interest (other than a Permitted Security
Interest) upon the whole or any part of its present or future undertaking, assets or revenues
(including uncalled capital) to secure any Indebtedness or any Guarantee of any Indebtedness; and

the Issuer shall procure that none of its Subsidiaries will create or permit to subsist any Security
Interest (other than a Permitted Security Interest) upon the whole or any part of its present or
future undertaking, assets or revenues (including uncalled capital) to secure any Indebtedness or
any Guarantee of any Indebtedness,
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without at the same time or prior thereto (i) securing the Notes equally and rateably therewith or
(ii) providing such other security for the Notes as may be approved by an Extraordinary Resolution (as
defined in the Agency Agreement) of Noteholders.

In these Conditions:

“Audited Statements” means the Issuer’s audited annual financial statements (consolidated, if
applicable) prepared in accordance with the International Financial Reporting Standards as adopted
by the EU (“IFRS”);

“Guarantee” means, in relation to any Indebtedness of any Person, any obligation of another Person to
pay such Indebtedness including (without limitation):

(a) any obligation to purchase such Indebtedness;

(b) any obligation to lend money, to purchase or subscribe for shares or other securities or to purchase
assets or services in order to provide funds for the payment of such Indebtedness;

(c) any indemnity against the consequences of a default in the payment of such Indebtedness; and
(d) any other agreement to be responsible for such Indebtedness;
“Hedging Obligations’’ means, with respect to the Issuer, the obligations pursuant to:

(a) any interest rate swap agreement, interest rate cap agreement or interest rate collar agreement or
any other agreement or arrangement designed to protect such entity against fluctuations in interest
rates; or

(b) any foreign currency futures contract or option agreement or any other agreement or arrangement
designed to protect such entity against fluctuations in foreign currency rates;

“Indebtedness” means any indebtedness (other than a trade payable arising in the ordinary course of
business) of any Person for money borrowed or raised including (without limitation) any indebtedness for
or in respect of:

(a) amounts raised by acceptance under any acceptance credit facility;
(b) amounts raised under any note purchase facility;

(¢) the amount of any liability in respect of leases or hire purchase contracts which would, in
accordance with applicable law and generally accepted accounting principles, be treated as finance
or capital leases, including, without limitation, sale and lease back transactions;

(d) the amount of any liability in respect of any purchase price for assets or services the payment of
which is deferred for a period in excess of 60 days; and

(e) amounts raised under any other transaction (including, without limitation, any forward sale or
purchase agreement) having the commercial effect of a borrowing;

“Material Subsidiary’’ means, at any time, any Subsidiary of the Issuer, whose total assets attributable to
the Issuer represent more than 10 per cent. (based on net book value under IFRS or in accordance with
Czech GAAP, in case such Subsidiary does not report under IFRS) of the total assets or revenues of the
Issuer and the Subsidiaries, all as determined by reference to the most recent audited financial statements
(or, as the case may be, audited consolidated financial statements) of such Subsidiary and the most recent
consolidated Audited Statements, provided that a certificate of the Auditors (as defined in the Agency
Agreement) of the Issuer that, in their opinion, any Subsidiary of the Issuer is or is not or was or was not
at any particular time a Material Subsidiary shall, in the absence of a manifest error, be conclusive and
binding on all parties;

“Permitted Security Interest’’ means:

(a) any Security Interest in existence on 23 July 2012 to the extent that it secures Indebtedness
outstanding on such date;

(b) any Security Interest arising by operation of law and in the ordinary course of business of the Issuer
or any of its Subsidiaries which does not (either alone or together with any one or more other such
Security Interests) materially impair the operation of such business and which has not been
enforced against the assets to which it attaches, including, without limitation, any Security Interest
subsisting in a security transfer of ownership (zajistovaci prevod prava);
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(©)

(d)

(e)
(f)

()

(h)

(i)

G)

(k)

any Security Interest granted upon or with regard to any property or assets to secure the purchase
price thereof or the cost of improvement or repair of all or any part of such property or assets or to
secure Indebtedness incurred solely for the purpose of financing the acquisition, improvement
(including costs such as interest incurred during construction and finance costs) or repair of all or
any part of such property or assets and transactional expenses related thereto provided that the
maximum amount of Indebtedness secured by any such Security Interest does not exceed the
purchase price or cost of improvement or repair of such property or assets (such purchase price
assessed in terms of the transaction as a whole) or the Indebtedness incurred solely for the purpose
of financing the acquisition, construction, improvement or repair of such property or assets;

any Security Interest created pursuant to the financing by the European Investment Bank (“EIB”’)
of up to CZK 4,000,000,000 of regional rolling stock as approved by the EIB on 14 July 2010,
provided that such security does not exceed 115 per cent. of the total purchase price of such regional
rolling stock (assessed in terms of the transaction as a whole);

any Security Interest granted pursuant to Hedging Obligations of the Issuer;

any Security Interest on or relating to any property or assets hereafter acquired by the Issuer and
existing on the date of acquisition (so long as such Security Interest was not created in
contemplation of the acquisition of such property or assets);

any Security Interest arising out of the refinancing, extension, renewal or refunding of any
Indebtedness secured by a Security Interest permitted by any of the exceptions set out in
sub-paragraphs (a) to (k), provided that the Indebtedness thereafter secured by such Security
Interest does not exceed the amount of the original Indebtedness and such Security Interest is not
extended to cover any property not previously subject to such Security Interest;

any Security Interest acquired from a Person which is merged with or into the Issuer or any Security
Interest existing on any asset of a Person which existed at the time such Person becomes a
Subsidiary of the Issuer (so long as such Security Interest was not created in contemplation of such
Person being merged with or into the Issuer or becoming a Subsidiary of the Issuer);

any Security Interest over assets of a Subsidiary which secures only Indebtedness owing by such
Subsidiary to the Issuer or to another wholly-owned Subsidiary of the Issuer;

any Security Interest created in connection with any judicial or administrative proceedings,
provided that the Issuer defends itself duly against the related claim, until the final and
non-appealable judicial or administrative decision in respect of such claim is given; and

any Security Interest that does not fall within sub-paragraphs (a) to (j) above and that secures
Indebtedness which, when aggregated with Indebtedness secured by all other Security Interests
permitted under this sub-paragraph (k), does not exceed EUR 10,000,000 (or its equivalent in other
currencies);

“Person” means any individual, company, corporation, firm, partnership, joint venture, association,
organisation, state or agency of a state or other entity, whether or not having separate legal personality;

“Security Interest”” means any mortgage, charge, pledge, lien or other security interest including, without
limitation, anything analogous to any of the foregoing under the laws of any jurisdiction; and

“Subsidiary” means, in relation to any Person (the ““first Person’) at any particular time, any other
Person (the “‘second Person’):

(a)

(b)

S.

whose affairs and policies the first Person controls or has the power to control, whether by
ownership of share capital, contract, the power to appoint or remove members of the governing
body of the second Person or otherwise; or

whose financial statements are, in accordance with applicable law and generally accepted
accounting principles, consolidated with those of the first Person.

Limitation on Asset Sales

The Issuer shall not, and shall procure that each of its Subsidiaries does not, sell, lease, transfer or
otherwise dispose of (each such action, a “‘disposal’’) by one or more transactions or series of transactions
(whether related or not), the whole or any part of its revenues or its assets to any Person, except where:
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(a) the consideration received by it or such Subsidiary is not less than the Fair Market Value of the
assets or revenues disposed; and

(b) immediately before or after giving effect to such disposal, no potential Event of Default shall have
occurred and be continuing as a result of such disposal.

“Fair Market Value’’ means with respect to any property or asset, the fair market value of such property
or asset at the time of the event requiring such determination as determined in good faith by the Issuer or
with respect to any asset or property in excess of EUR 15,000,000, as determined by an independent
appraiser (which shall be an investment banking firm, an accountancy firm, an appraiser or external audit
firm, in each case which is reputable and in good standing) selected by the Issuer, provided it is not an
affiliate of the Issuer or any Subsidiary.

6. Interest

The Notes bear interest from 23 July 2012 (the “Issue Date’’), at the rate of 4.125 per cent. per annum,
(the “Rate of Interest’’) payable in arrear on 23 July in each year (each, an “Interest Payment Date”),
subject as provided in Condition 8 (Payments).

Each Note will cease to bear interest from the due date for redemption unless, upon due presentation of
the corresponding Note Certificate, payment of principal is improperly withheld or refused, in which case
it will continue to bear interest at such rate (both before and after judgment) until whichever is the earlier
of (a) the day on which all sums due in respect of such Note up to that day are received by or on behalf of
the relevant Noteholder and (b) the day which is seven days after the Fiscal Agent has notified the
Noteholders that it has received all sums due in respect of the Notes up to such seventh day (except to the
extent that there is any subsequent default in payment).

The amount of interest payable on each Interest Payment Date shall be EUR 4,125 in respect of each
Note of EUR 100,000 denomination and EUR 41.25 in respect of each integral amount of EUR 1,000
denomination thereafter. If interest is required to be paid in respect of a Note on any other date, it shall
be calculated by applying the Rate of Interest to the Calculation Amount, multiplying the product by the
relevant Day Count Fraction and rounding the resulting figure to the nearest cent (half a cent being
rounded upwards) and multiplying such rounded figure by a fraction equal to the denomination of such
Note divided by the Calculation Amount, where:

“Calculation Amount” means EUR 1,000;

“Day Count Fraction” means, in respect of any period, the number of days in such period, from (and
including) the first day to (but excluding) the last day, divided by the number of days in the Regular
Period in which such period falls; and

“Regular Period”” means each period from (and including) the Issue Date or any Interest Payment Date
to (but excluding) the next Interest Payment Date.

7. Redemption and Purchase

(a) Scheduled redemption: Unless previously redeemed, or purchased and cancelled, the Notes will be
redeemed at their principal amount on 23 July 2019, subject as provided in Condition 8 (Payments).

(b) Redemption for tax reasons: The Notes may be redeemed at the option of the Issuer in whole, but
not in part, at any time, on giving not less than 30 nor more than 60 days’ notice to the Noteholders
in accordance with Condition 16 (Notices) (which notice shall be irrevocable), at their principal
amount, together with interest accrued to (but excluding) the date fixed for redemption, if:

(i)  the Issuer has or will become obliged to pay additional amounts as provided or referred to in
Condition 9 (Taxation) as a result of any change in, or amendment to, the laws or regulations
of the Czech Republic or any political subdivision or any authority thereof or therein having
power to tax, or any change in the application or official interpretation of such laws or
regulations (including a holding by a court of competent jurisdiction), which change or
amendment becomes effective on or after 23 July 2012; and

(ii) such obligation cannot be avoided by the Issuer taking reasonable measures available to it;

provided, however, that no such notice of redemption shall be given earlier than 90 days prior to the
earliest date on which the Issuer would be obliged to pay such additional amounts if a payment in
respect of the Notes were then due.
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Prior to the publication of any notice of redemption pursuant to this sub-paragraph, the Issuer shall
deliver to the Fiscal Agent:

(A) a certificate signed by two directors of the Issuer stating that the Issuer is entitled to
effect such redemption and setting forth a statement of facts showing that the conditions
precedent to the right of the Issuer so to redeem have occurred; and

(B) an opinion of independent legal advisers of recognised standing to the effect that the
Issuer has or will become obliged to pay such additional amounts as a result of such
change or amendment.

Upon the expiry of any such notice as is referred to in this Condition 7(b), the Issuer shall be bound
to redeem the Notes in accordance with this Condition 7(b).

Redemption at the option of the Noteholders following a put event: If at any time while any Note
remains outstanding, either of the following events occurs (each, as applicable, a “Put Event”):

(i) A Change of Control; or
(i) A Restructuring Event; and

(A) (if at the start of the Put Event Period the Notes are rated by any Rating Agency with a
rating above Investment Grade) a Rating Downgrade occurs below Investment Grade
and the Notes are not restored by such Rating Agency within such Put Event Period to
an Investment Grade rating; or

(B) (if at the start of the Put Event Period the Notes are rated by any Rating Agency with a
rating below Investment Grade) a Rating Downgrade occurs and the Notes are not
restored by such Rating Agency within such Put Event Period to a rating of a level
equivalent to its rating at the start of the Put Event Period; or

(C) (if at the start of the Put Event Period the Notes are not rated by any Rating Agency)
within 21 days thereafter a rating in respect of the Notes has not been obtained which is
at least as high as a rating equivalent to the lower of: (i) Investment Grade; or (ii) a
rating that is three notches below the rating assigned to the Czech Republic at such time,

then the Holder of each Note will have the option (the “Put Option”’) (unless, prior to the giving of
the Put Event Notice (as defined below), the Issuer gives notice of its intention to redeem the Notes
under Condition 7(b) (Redemption for tax reasons)) to require the Issuer to redeem that Note on
the Optional Redemption Date (as defined below), at 100 per cent. of its principal amount together
with (or, where purchased, together with an amount equal to) accrued interest up to but excluding
the Optional Redemption Date.

For the purposes of this Condition:

“Change of Control” shall be deemed to have occurred if the government of the Czech Republic
ceases to own, directly or indirectly (through any governmental agency or political subdivision
thereof or otherwise), 75 per cent. or more of the issued ordinary share capital of the Issuer or
otherwise ceases to have Control of the Issuer;

“Control” means the power to direct the management and policies or affairs of an entity, directly or
indirectly, and whether through the ownership of voting capital, by contract or otherwise;

“Put Event Period” means the period: (i) commencing on the date that is the earlier of (A) the date
of the first public announcement of the relevant Change of Control or Restructuring Event and
(B) the date of the earliest Potential Put Event Announcement (as defined below), if any; and
(ii) ending on the date which is 90 days after such date specified in (i) above;

“Investment Grade” means BBB-/Baa3, or their respective equivalents for the time being, or
better;

“Rating Agency” means any of the following: (i) Standard & Poor’s Credit Market Services Europe
Limited, a division of The McGraw-Hill Companies, Inc.; (ii) Moody’s Investors Service Ltd;
(iii) Fitch Ratings Limited or (iv) any other rating agency of equivalent international standing
specified from time to time by the Issuer, and, in each case, their respective successors or affiliates;
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(d)

a “‘Rating Downgrade” shall be deemed to have occurred if, within the Put Event Period, the rating
assigned to the Notes by any Rating Agency is: (i) withdrawn; or (ii) lowered by one or more
notches;

“Potential Put Event Announcement’” means any formal public announcement or statement by the
Issuer or a formal resolution of the government of the Czech Republic, relating to any specific or
potential Change of Control or Restructuring Event to occur within 90 days of the date of such
announcement or statement;

“Relevant Cargo Assets” means the shares in CD Cargo, a.s.;

“Relevant Passenger Assets’” means those assets relating to the operation of passenger rail services
in the Czech Republic (including, for the avoidance of doubt, all regional, long-haul, high-speed and
commercial passenger services), and including, among others, all engines, train sets, rolling stock,
railtrack, real estate and communication systems, which are necessary for the provision of such
services; and

“Restructuring Event” means any restructuring of the business of the Issuer and its Subsidiaries
following the consummation of which there is a change in:

(i)  the legal or beneficial Control, and/or ownership of more than 50 per cent., of the Relevant
Cargo Assets and/or its related cashflows, whether or not the Issuer or a Subsidiary of the
Issuer continues to Control the operation of such Relevant Cargo Assets;

(i) the legal or beneficial Control, and/or ownership of all or a portion, of the Relevant Passenger
Assets and/or its related cashflows, whether or not the Issuer or a Subsidiary of the Issuer
continues to Control the operation of such Relevant Passenger Assets; or

(iii) the composition of assets of the Issuer, including their legal or beneficial ownership, and their
related cashflows.

Within three business days of the Issuer becoming aware that a Put Event has occurred, the Issuer
shall give notice (a ‘“Put Event Notice”) to the Noteholders in accordance with Condition 16
(Notices) specifying the nature of the Put Event and the circumstances giving rise to it and the
procedure for exercising the Put Option contained in this Condition.

To exercise the Put Option, the Noteholder must deposit any applicable Note Certificate to the
Specified Office of any Agent for the account of the Issuer within the period (the “Put Period”) of
45 days after the day on which the Put Event Notice is given, together with a duly signed and
completed Put Option Notice in the form (for the time being current and substantially in the form
set out in the Agency Agreement) obtainable from the Specified Office of any Agent.

Subject to the deposit of any such Note Certificates to the Specified Office of an Agent for the
account of the Issuer as described above, the Issuer shall redeem the Notes in respect of which the
Put Option has been validly exercised as provided above on the date which is 30 business days
following the end of the Put Period (the ‘“Optional Redemption Date’’). No Note Certificate, once
so deposited with a duly completed Put Option Notice in accordance with this Condition 7(c), may
be withdrawn; provided, however, that if, prior to the relevant Optional Redemption Date, the
Notes evidenced by any such Note Certificate become immediately due and payable or, upon due
presentation of any such Note Certificate on or prior to the end of the Put Period, payment of the
redemption moneys is improperly withheld or refused on the relevant Optional Redemption Date,
the relevant Agent shall mail notification thereof to the depositing Noteholder at such address as
may have been given by such Noteholder in the relevant Put Option Notice and shall hold such
Note Certificate at its Specified Office for collection by the depositing Noteholder. For so long as
any outstanding Note Certificate is held by an Agent in accordance with this Condition 7(c), the
depositor of such Note Certificate and not such Agent shall be deemed to be the holder of the Notes
evidenced by such Note Certificate for all purposes.

If the rating designations employed by the Rating Agency are changed from that which is described
in the definitions of “‘Investment Grade’ above, or if a rating is assigned by another Rating Agency,
the Issuer shall determine, with the agreement of the relevant Rating Agency, the rating
designations which are most equivalent to the prior rating designations and this Condition 7(c) shall
be construed accordingly.

No other redemption: The Issuer shall not be entitled to redeem the Notes otherwise than as
provided in sub-paragraphs (a) (Scheduled Redemption) to (b) (Redemption for tax reasons) above.
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(f)

(a)

(b)

(©)

(d)

(e)

Purchase: The Issuer or any of its Subsidiaries may at any time purchase Notes in the open market
or otherwise and at any price.

Cancellation: All Note Certificates representing Notes so redeemed or purchased by the Issuer or
any of its Subsidiaries shall be surrendered for cancellation to the Registrar and, upon surrender
thereof, all such Notes shall be cancelled forthwith. Any Note Certificate so surrendered for
cancellation may not be reissued or resold and upon such cancellation the obligations of the Issuer
in respect of any such Note shall be discharged.

Payments

Principal: Payments of principal shall be made by euro cheque drawn on, or, upon application by a
Noteholder to the Specified Office of the Fiscal Agent not later than the fifteenth day before the due
date for any such payment, by transfer to a euro account (or other account to which euro may be
credited or transferred) maintained by the payee with, a bank in a city in which banks have access to
the TARGET System and (in the case of redemption) upon surrender (or, in the case of part
payment only, endorsement) of the relevant Note Certificates at the Specified Office of any Paying
Agent.

Interest: Payments of interest shall be made by euro cheque drawn on, or upon application by a
Noteholder to the Specified Office of the Fiscal Agent not later than the fifteenth day before the due
date for any such payment, by transfer to a euro account (or other account to which euro may be
credited or transferred) maintained by the payee with, a bank in a city in which banks have access to
the TARGET System and (in the case of interest payable on redemption) upon the due date for
payment.

Interpretation:
In these Conditions:

“TARGET2” means the Trans-European Automated Real-Time Gross Settlement Express
Transfer payment system which utilises a single shared platform and which was launched on
19 November 2007;

“TARGET Settlement Day” means any day on which TARGET?2 is open for the settlement of
payments in euro; and

“TARGET System” means the TARGET2 system.

Payments subject to fiscal laws: All payments in respect of the Notes are subject in all cases to any
applicable fiscal or other laws and regulations in the place of payment, but without prejudice to the
provisions of Condition 9 (Taxation). No commissions or expenses shall be charged to the
Noteholders in respect of such payments.

Payments on business days: Where payment is to be made by transfer to a euro account (or other
account to which euro may be credited or transferred), payment instructions (for value the due date,
or, if the due date is not a business day, for value the next succeeding business day) will be initiated
and, where payment is to be made by cheque, the cheque will be mailed (i) (in the case of payments
of principal and interest payable on redemption) on the later of the due date for payment and the
day on which the relevant Note Certificate is surrendered (or, in the case of part payment only,
endorsed) at the Specified Office of a Paying Agent and (ii) (in the case of payments of interest
payable other than on redemption) on the due date for payment. A Noteholder shall not be entitled
to any interest or other payment in respect of any delay in payment resulting from (A) the due date
for a payment not being a business day or (B) a cheque mailed in accordance with this Condition 8
arriving after the due date for payment or being lost in the mail. In this Condition 8(e), ‘‘business
day” means:

(1) in the case of payment by transfer to a euro account (or other account to which euro may be
credited or transferred) as referred to above, any day which is a TARGET Settlement Day;
and

(i) in the case of surrender (or, in the case of part payment only, endorsement) of a Note
Certificate, any day on which banks are open for general business (including dealings in
foreign exchange and foreign currencies) in the place in which the Note Certificate is
surrendered (or, as the case may be, endorsed).
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(f)  Partial payments: If a Paying Agent makes a partial payment in respect of any Note Certificate, the
Issuer shall procure that the amount and date of such payment are noted on the Register and, in the
case of partial payment upon presentation of a Note Certificate, that a statement indicating the
amount and the date of such payment is endorsed on the relevant Note Certificate.

(g) Record date: Each payment in respect of a Note will be made to the Person shown as the holder in
the Register at the close of business in the place of the Registrar’s Specified Office on the fifteenth
day before the due date for such payment (the ‘“Record Date”’). Where payment in respect of a
Note is to be made by cheque, the cheque will be mailed to the address shown as the address of the
holder in the Register at the close of business on the relevant Record Date.

9. Taxation

All payments of principal and interest in respect of the Notes by or on behalf of the Issuer shall be made
free and clear of, and without withholding or deduction for or on account of, any present or future taxes,
duties, assessments or governmental charges of whatever nature imposed, levied, collected, withheld or
assessed by or on behalf of the Czech Republic or any political subdivision thereof or any authority
therein or thereof having power to tax, unless the withholding or deduction of such taxes, duties,
assessments or governmental charges is required by law. In that event the Issuer shall pay such additional
amounts as will result in receipt by the Noteholders after such withholding or deduction of such amounts
as would have been received by them had no such withholding or deduction been required, except that no
such additional amounts shall be payable in respect of any Note:

(a) where (in the case of a payment of principal or interest on redemption) the relevant Note Certificate
is surrendered for payment by or on behalf of a holder which is liable to such taxes, duties,
assessments or governmental charges in respect of such Note by reason of its having some
connection with the Czech Republic other than the mere holding of the Note; or

(b) where such withholding or deduction is imposed on a payment to an individual and is required to be
made pursuant to European Council Directive 2003/48/EC or any other European Union Directive
implementing the conclusions of the ECOFIN Council meeting of 26-27 November 2000 on the
taxation of savings income or any law implementing or complying with, or introduced in order to
conform to, such Directive; or

(c) where (in the case of a payment of principal or interest on redemption) the relevant Note Certificate
is surrendered for payment by or on behalf of a holder who would have been able to avoid such
withholding or deduction by surrendering the relevant Note Certificate to another Paying Agent in
a member state of the European Union; or

(d) more than 30 days after the Relevant Date except to the extent that the holder of such Note would
have been entitled to such additional amounts on surrendering such Note Certificate representing
such Note for payment on the last day of such period of 30 days.

In these Conditions, ‘‘Relevant Date’” means whichever is the later of (1) the date on which the payment
in question first becomes due and (2) if the full amount payable has not been received in a city in which
banks have access to the TARGET System by the Fiscal Agent on or prior to such due date, the date on
which (the full amount having been so received) notice to that effect has been given to the Noteholders.

Any reference in these Conditions to principal or interest shall be deemed to include any additional
amounts in respect of principal or interest (as the case may be) which may be payable under this
Condition 9 (Taxation).

If the Issuer becomes subject at any time to any taxing jurisdiction other than the Czech Republic,
references in these Conditions to the Czech Republic shall be construed as references to the Czech
Republic and/or such other jurisdiction.

10. Events of Default

If any of the following events occurs and is continuing:

(a) Non-payment: the Issuer fails to pay any amount of principal in respect of the Notes on the due date
for payment thereof (unless its failure to pay is caused by an administrative or technical error and

the payment is made within 3 business days) or the Issuer fails to pay any amount of interest in
respect of the Notes within 30 calendar days of the due date for payment thereof; or
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(b)

(©)

(d)

(e)

)

(8)

(h)

G)

Breach of other obligations: the Issuer defaults in the performance or observance of any of its other
obligations under or in respect of the Notes and such default remains unremedied for 30 calendar
days after written notice thereof, addressed to the Issuer by any Noteholder, has been delivered to
the Issuer or to the Specified Office of the Fiscal Agent; or

Cross-default of Issuer or Subsidiary: (i) any Indebtedness of the Issuer or any of its Subsidiaries is
not paid when due or (as the case may be) within any originally applicable grace period; (ii) any
such Indebtedness becomes (or becomes capable of being declared) due and payable prior to its
stated maturity otherwise than at the option of the Issuer or (as the case may be) the relevant
Subsidiary or (provided that no event of default, howsoever described, has occurred) any Person
entitled to such Indebtedness; or (iii) the Issuer or any of its Subsidiaries fails to pay when due any
amount payable by it under any Guarantee of any Indebtedness; provided that the amount of
Indebtedness referred to in sub-paragraph (i) and/or sub-paragraph (ii) above and/or the amount
payable under any Guarantee referred to in sub-paragraph (iii) above individually or in the
aggregate exceeds EUR 15,000,000 (or its equivalent in any other currency or currencies); or

Unsatisfied judgment: one or more judgment(s) or order(s) for the payment of an amount,
individually or in the aggregate, exceeding EUR 15,000,000 (or its equivalent in any other currency
or currencies) is rendered against the Issuer or any of its Subsidiaries and continue(s) unsatisfied
and unstayed for a period of 30 calendar days after the date(s) thereof or, if later, the date therein
specified for payment; or

Security enforced: a secured party (i) takes possession, or a receiver, manager or other similar officer
is appointed, of the whole or any substantial part of the undertaking, assets and revenues of the
Issuer or any of its Material Subsidiaries or (ii) otherwise enforces any Security Interest over the
whole or any substantial part of the undertaking, assets and revenues of the Issuer or any of its
Material Subsidiaries; or

Insolvency, etc: (i) the Issuer or any of its Material Subsidiaries becomes over-indebted or is unable
to pay its debts as they fall due; (ii) any corporate action, legal proceedings or other procedure or
step is taken in relation to: (1) the suspension of payments or a moratorium of any Indebtedness;
(2) bankruptey (1ipadek) or discharge (oddluZeni) of the Issuer or any of its Material Subsidiaries;
or (3) a reorganization (reorganizace) or a similar arrangement with any creditor of the Issuer or
any of its Material Subsidiaries unless the petition to commence such proceedings or procedure is
discharged, stayed or dismissed within 30 calendar days of such commencement; (iii) an
administrator, receiver, administrative receiver, compulsory manager, liquidator or other similar
officer of the Issuer or any of its Material Subsidiaries or the whole or any substantial part of the
undertaking, assets and revenues of the Issuer or any of its Material Subsidiaries is appointed;
(iv) the Issuer or any of its Material Subsidiaries takes any action for a readjustment or deferment of
any of its obligations or makes a general assignment or an arrangement or composition with or for
the benefit of its creditors or declares a moratorium in respect of any of its Indebtedness or any
Guarantee of any Indebtedness given by it; or (v) the Issuer or any of its Material Subsidiaries
ceases or threatens to cease to carry on all or any substantial part of its business (otherwise than for
the purposes of or pursuant to an amalgamation, reorganisation or restructuring whilst solvent); or

Winding up, etc: an order is made or an effective resolution is passed for the winding up, liquidation
or dissolution of the Issuer or any of its Material Subsidiaries (otherwise than, in the case of a
Material Subsidiary of the Issuer, for the purposes of or pursuant to an amalgamation,
reorganisation or restructuring whilst the Issuer or such Material Subsidiary remains solvent); or

Analogous event: any event occurs which under the laws of the Czech Republic has an analogous
effect to any of the events referred to in sub-paragraphs (d) (Unsatisfied judgment) to (g) (Winding
up, etc.) above; or

Unlawfulness: it is or will become unlawful for the Issuer to perform or comply with any of its
obligations under or in respect of the Notes, or

Government intervention: (i) all or any substantial part of the undertaking, assets and revenues of
the Issuer or any of its Subsidiaries is condemned, seized or otherwise appropriated by any Person
acting under the authority of any national, regional or local government or (ii) the Issuer or any of
its Subsidiaries is prevented by any such Person from exercising normal control over all or any
substantial part of its undertaking, assets and revenues,
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then Noteholders holding not less than one-quarter of the aggregate principal amount of the outstanding
Notes may, by written notice addressed to the Issuer and delivered to the Issuer or to the Specified Office
of the Fiscal Agent, declare the Notes to be immediately due and payable, whereupon they shall become
immediately due and payable at their principal amount together with accrued interest without further
action or formality. Notice of any such declaration shall promptly be given to all other Noteholders.

11. Prescription

Claims against the Issuer for payment in respect of the Notes shall become void unless made within ten
years (in the case of principal) or five years (in the case of interest) of the appropriate Relevant Date in
respect of them.

12. Replacement of Note Certificates

If any Note Certificate is lost, stolen, mutilated, defaced or destroyed, it may be replaced at the Specified
Office of the Registrar or such other Transfer Agent as may from time to time be designated by the Issuer
for that purpose and notice of whose designation is given to Noteholders, subject to all applicable laws
and stock exchange requirements, upon payment by the claimant of the expenses incurred in connection
with such replacement and on such terms as to evidence, security, indemnity and otherwise as the Issuer
may reasonably require. Mutilated or defaced Note Certificates must be surrendered before replacements
will be issued.

13. Agents

In acting under the Agency Agreement and in connection with the Notes, the Agents act solely as agents
of the Issuer and do not assume any obligations towards or relationship of agency or trust for or with any
of the Noteholders.

The initial Agents and their initial Specified Offices are listed below. The Issuer reserves the right at any
time to vary or terminate the appointment of any Agent and to appoint a successor registrar, principal
paying agent and additional or successor paying agents and transfer agents; provided, however, that the
Issuer shall at all times maintain (a) a fiscal agent and a registrar and (b) a paying agent in an EU member
state that will not be obliged to withhold or deduct tax pursuant to any law implementing European
Council Directive 2003/48/EC.

Notice of any change in any of the Agents or in their Specified Offices shall promptly be given to the
Noteholders in accordance with Condition 16 (Notices).

14. Meetings of Noteholders; Modification

(a) Meetings of Noteholders: The Agency Agreement contains provisions for convening meetings of
Noteholders to consider matters relating to the Notes, including the modification of any provision of
these Conditions. Any such modification may be made if sanctioned by an Extraordinary
Resolution. Such a meeting may be convened by the Issuer and shall be convened by it upon the
request in writing of Noteholders holding not less than one-tenth of the aggregate principal amount
of the outstanding Notes. The quorum at any meeting convened to vote on an Extraordinary
Resolution will be two or more persons holding or representing one more than half of the aggregate
principal amount of the outstanding Notes or, at any adjourned meeting, two or more persons being
or representing Noteholders whatever the principal amount of the Notes held or represented;
provided, however, that certain proposals (including any proposal to change any date fixed for
payment of principal or interest in respect of the Notes, to reduce the amount of principal or
interest payable on any date in respect of the Notes, to alter the method of calculating the amount
of any payment in respect of the Notes or the date for any such payment, to change the currency of
payments under the Notes or to change the quorum requirements relating to meetings or the
majority required to pass an Extraordinary Resolution (each, a ‘‘Reserved Matter’’)) may only be
sanctioned by an Extraordinary Resolution passed at a meeting of Noteholders at which two or
more persons holding or representing not less than three-quarters or, at any adjourned meeting, one
quarter of the aggregate principal amount of the outstanding Notes form a quorum. Any
Extraordinary Resolution duly passed at any such meeting shall be binding on all the Noteholders,
whether present or not.

In addition, a resolution in writing signed by or on behalf of all Noteholders who for the time being
are entitled to receive notice of a meeting of Noteholders will take effect as if it were an
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Extraordinary Resolution. Such a resolution in writing may be contained in one document or
several documents in the same form, each signed by or on behalf of one or more Noteholders.

(b) Modification: The Notes and these Conditions may be amended without the consent of the
Noteholders to correct a manifest error. In addition, the parties to the Agency Agreement may
agree to modify any provision thereof, but the Issuer shall not agree, without the consent of the
Noteholders, to any such modification unless it is of a formal, minor or technical nature, it is made
to correct a manifest error and it is, in the opinion of the Issuer, not materially prejudicial to the
interests of the Noteholders.

15. Further Issues

The Issuer may from time to time, without the consent of the Noteholders, create and issue further notes
having the same terms and conditions as the Notes in all respects (or in all respects except for the first
payment of interest) so as to form a single series with the Notes.

16. Notices

Notices to the Noteholders shall be valid if published in a leading newspaper having general circulation in
Luxembourg (which is expected to be the Luxemburger Wort) and/or the Luxembourg Stock Exchange’s
website, www.bourse.lu, or, if such publication is not practicable, in a leading English language daily
newspaper having general circulation in Europe. Any such notice shall be deemed to have been given on
the date of first publication. The Issuer shall also ensure that notices are duly published in a manner which
complies with the rules of any stock exchange or other relevant authority on which the Notes are for the
time being listed or by which they have been admitted to trading.

17. Currency Indemnity

If any sum due from the Issuer in respect of the Notes or any order or judgment given or made in relation
thereto has to be converted from the currency (the ““first currency’’) in which the same is payable under
these Conditions or such order or judgment into another currency (the ‘“‘second currency’) for the
purpose of (a) making or filing a claim or proof against the Issuer, (b) obtaining an order or judgment in
any court or other tribunal or (c) enforcing any order or judgment given or made in relation to the Notes,
the Issuer shall indemnify each Noteholder, on the written demand of such Noteholder addressed to the
Issuer and delivered to the Issuer or to the Specified Office of the Fiscal Agent, against any loss suffered
as a result of any discrepancy between (i) the rate of exchange used for such purpose to convert the sum
in question from the first currency into the second currency and (ii) the rate or rates of exchange at which
such Noteholder may in the ordinary course of business purchase the first currency with the second
currency upon receipt of a sum paid to it in satisfaction, in whole or in part, of any such order, judgment,
claim or proof.

This indemnity constitutes a separate and independent obligation of the Issuer and shall give rise to a
separate and independent cause of action.

18. Governing Law and Jurisdiction

(a) Governing law: The Notes and any non-contractual obligations arising out of or in connection with
the Notes are governed by English law.

(b)  English courts: The courts of England have exclusive jurisdiction to settle any dispute (a “Dispute’’)
arising out of or in connection with the Notes (including any non-contractual obligation arising out
of or in connection with the Notes) and accordingly, any suit, action or proceedings arising out of or
in connection therewith (together referred to as “‘Proceedings’’) may be brought in such courts.

(c) Appropriate forum: The Issuer agrees that the courts of England are the most appropriate and
convenient courts to settle any Dispute and, accordingly, that it will not argue to the contrary.

(d) Process agent: The Issuer agrees that the documents which start any Proceedings and any other
documents required to be served in relation to those Proceedings may be served on it by being
delivered to Law Debenture Corporate Services Limited at Fifth Floor, 100 Wood Street, London
EC2V 7EX or, if different, its registered office for the time being or at any address of the Issuer in
Great Britain at which process may be served on it in accordance with Part 37 of the Companies Act
2006. If such Person is not or ceases to be effectively appointed to accept service of process on
behalf of the Issuer, the Issuer shall, on the written demand of any Noteholder addressed to the
Issuer and delivered to the Issuer or to the Specified Office of the Fiscal Agent appoint a further
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(e)

()

Person in England to accept service of process on its behalf and, failing such appointment within
15 days, any Noteholder shall be entitled to appoint such a Person by written notice addressed to the
Issuer and delivered to the Issuer or to the Specified Office of the Fiscal Agent. Nothing in this
sub-paragraph shall affect the right of any Noteholder to serve process in any other manner
permitted by law. This Condition applies to Proceedings in England and to Proceedings elsewhere.

Consent to enforcement etc.: The Issuer consents generally in respect of any Proceedings, to the
giving of any relief or the issue of any process in connection with such Proceedings including
(without limitation) the making, enforcement or execution against any property whatsoever
(irrespective of its use or intended use) of any order or judgment which is made or given in such
Proceedings.

Waiver of immunity: To the extent that the Issuer may in any jurisdiction claim for itself or its assets
or revenues immunity from suit, execution, attachment (whether in aid of execution, before
judgment or otherwise) or other legal process and to the extent that such immunity (whether or not
claimed) may be attributed in any such jurisdiction to the Issuer or its assets or revenues, the Issuer
agrees not to claim and irrevocably waives such immunity to the full extent permitted by the laws of
such jurisdiction.

There will appear at the foot of the Conditions endorsed on each Note Certificate the names and
Specified Offices of the Paying Agents, the Registrar and any Transfer Agents as set out at the end of this
prospectus.
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SUMMARY OF PROVISIONS RELATING
TO THE NOTES IN GLOBAL FORM

Global Note Certificates

The Notes will be represented by a Global Note Certificate that will be registered in the name of a
nominee for, and deposited with, the common safekeeper for Euroclear and Clearstream, Luxembourg.

The Notes are intended to be held in a manner which would allow Eurosystem eligibility — that is, in a
manner which would allow the Notes to be recognised as eligible collateral for Eurosystem monetary
policy and intra-day credit operations by the Eurosystem either upon issue or at any or all times during
their life. Such recognition will depend upon satisfaction of the Eurosystem eligibility criteria.

Interests in the Global Note Certificate may be held only through Euroclear or Clearstream, Luxembourg
at any time. See — “Book Entry Procedures”.

Except in the limited circumstances described below, owners of interests in the Global Note Certificate
will not be entitled to receive physical delivery of Note Certificates. The Notes are not issuable in bearer
form.

Exchange for Note Certificates

The Global Note Certificate will become exchangeable in whole, but not in part, for Note Certificates if
(a) Euroclear or Clearstream, Luxembourg is closed for business for a continuous period of 14 days
(other than by reason of legal holidays) or announces an intention permanently to cease business or does
in fact do so, or (b) any of the circumstances described in Condition 10 (Events of Default) of the ““Terms
and Conditions of the Notes’ occurs.

Whenever the Global Note Certificate is to be exchanged for Note Certificates, such Note Certificates
will be issued in an aggregate principal amount equal to the principal amount of the Global Note
Certificate within five business days of the delivery, by or on behalf of the registered Holder of the Global
Note Certificate, Euroclear and/or Clearstream, Luxembourg, to the Registrar of such information as is
required to complete and deliver such Note Certificates (including, without limitation, the names and
addresses of the persons in whose names the Note Certificates are to be registered and the principal
amount of each such person’s holding) against the surrender of the Global Note Certificate at the
Specified Office of the Registrar. Such exchange will be effected in accordance with the provisions of the
Fiscal Agency Agreement and the regulations concerning the transfer and registration of Notes scheduled
thereto and, in particular, shall be effected without charge to any Holder, but against such indemnity as
the Registrar may require in respect of any tax or other duty of whatsoever nature which may be levied or
imposed in connection with such exchange.

Amendment to the Terms and Conditions of the Notes

In addition, the Global Note Certificate will contain provisions which modify the ““Terms and Conditions
of the Notes™ as they apply to the Notes evidenced by the Global Note Certificate. The following is a
summary of certain of those provisions:

Payments: Payments of principal and interest in respect of the Notes evidenced by the Global Note
Certificate will be made against presentation for endorsement by the Fiscal Agent and, if no further
payment falls to be made in respect of the relevant Notes, surrender of the Global Note Certificate to or
to the order of the Fiscal Agent or such other Agent as shall have been notified to the relevant
Noteholders for such purpose. A record of each payment so made will be endorsed in the appropriate
schedule to the Global Note Certificate, which endorsement will be prima facie evidence that such
payment has been made in respect of the relevant Notes.

Payments on business days: In the case of all payments made in respect of the Global Note Certificate,
“business day” means any day on which the TARGET System is open.

Payment Record Date: Each payment in respect of the Global Note Certificate will be made to the person
shown as the Holder in the Register at the close of business (in the relevant clearing system) on the
Clearing System Business Day before the due date for such payment (the “Record Date”) where
“Clearing System Business Day”’ means Monday to Friday inclusive except 25 December and 1 January.

Exercise of Put Option: In order to exercise the option contained in Condition 7(c) (Redemption and
Purchase—Redemption at the option of the Noteholder following a put event) of the “Terms and
Conditions of the Notes” the holder of the Global Note Certificate must, within the period specified in the
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“Terms and Conditions of the Notes” for the deposit of the relevant Note Certificate and Put Option
Notice (as defined in Condition 7(c) (Redemption and Purchase—Redemption at the option of the
Noteholder following a put event) of the “Terms and Conditions of the Notes”) deliver the same to the
Specified Office of any Agent. Any such notice will be irrevocable and may not be withdrawn.

Notices: Notwithstanding Condition 16 (Notices) of the “Terms and Conditions of the Notes”, so long as
the Global Note Certificate is held on behalf of Euroclear, Clearstream, Luxembourg or any other
clearing system (an ‘““Alternative Clearing System”), notices to Holders of Notes represented by the
Global Note Certificate may be given by delivery of the relevant notice to Euroclear, Clearstream,
Luxembourg or (as the case may be) such Alternative Clearing System. A Notice will be valid if
published, for so long as the Notes are admitted to trading on the Luxembourg Stock Exchange and it is a
requirement of such exchange or of applicable law or regulations, such notices shall be published in a
leading newspaper having general circulation in Luxembourg (which is expected to be Luxemburger
Wort) or published on the website of the Luxembourg Stock Exchange (www.bourse.lu).

Prescription: Claims against the Issuer for payment in respect of the Notes while the Notes are
represented by a Global Note Certificate shall become void unless it is presented for payment within ten
years (in the case of principal) or five years (in the case of interest) of the appropriate Relevant Date (as
defined in Condition 9 (Taxation) of the “Terms and Conditions of the Notes’), in respect of them.

Meetings: For the purposes of any meeting of Noteholders, the holder of the Notes represented by the
Global Note Certificate shall (unless the Global Note Certificate represents only one Note) be treated as
two persons for the purposes of any quorum requirements of, a meeting of Noteholders and as being
entitled to one vote in respect of each integral currency unit of the currency of the Notes.

Events of Default: 1f principal in respect of any Note is not paid when due, the Holder of a Note
represented by the Global Note Certificate may elect for direct enforcement rights against the Issuer
under the terms of a Deed of Covenant executed as a deed by the Issuer on 23 July 2012 to come into
effect in respect of a principal amount of Notes up to the aggregate principal amount in respect of which
such failure to pay has occurred in favour of the persons entitled to such payment as accountholders with
a clearing system. Following any such acquisition of direct rights, the Global Note Certificate and the
corresponding entry in the register kept by the Registrar will become void as to the specified portion.
However, no such election may be made in respect of Notes represented by the Global Note Certificate
unless the transfer of the whole or a part of the holding of Notes represented by the Global Note
Certificate shall have been improperly withheld or refused.

Book Entry Procedures

Custodial and depository links are to be established between Euroclear and Clearstream, Luxembourg to
facilitate the initial issue of the Notes and cross market transfers of the Notes associated with secondary
market trading. See “—Settlement and Transfer of Notes below.

Investors may hold their interests in the Global Note Certificate directly through Euroclear or
Clearstream, Luxembourg if they are accountholders (‘“‘Direct Participants’) or indirectly (‘‘Indirect
Participants”, and together with Direct Participants, ‘Participants”) through organisations which are
accountholders therein.

Euroclear and Clearstream, Luxembourg

Euroclear and Clearstream, Luxembourg each hold securities for their customers and facilitate the
clearance and settlement of securities transactions through electronic book entry transfer between their
respective accountholders. Indirect access to Euroclear and Clearstream, Luxembourg is available to
other institutions which clear through or maintain a custodial relationship with an accountholder of either
system. Euroclear and Clearstream, Luxembourg provide various services including safekeeping,
administration, clearance and settlement of internationally traded securities and securities lending and
borrowing. Euroclear and Clearstream, Luxembourg also deal with domestic securities markets in several
countries through established depository and custodial relationships. Euroclear and Clearstream,
Luxembourg have established an electronic bridge between their two systems across which their
respective customers may settle trades with each other. Their customers are worldwide financial
institutions including underwriters, securities brokers and dealers, banks, trust companies and clearing
corporations.
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Relationship of Participants with Clearing Systems

Each of the persons shown in the records of Euroclear and Clearstream, Luxembourg as the holder of a
Note evidenced by a Global Note Certificate must look solely to Euroclear or Clearstream, Luxembourg
(as the case may be) for his share of each payment made by the Issuer to the holder of a Global Note
Certificate and in relation to all other rights arising under a Global Note Certificate, subject to and in
accordance with the respective rules and procedures of Euroclear or Clearstream, Luxembourg (as the
case may be). The Issuer expects that, upon receipt of any payment in respect of Notes evidenced by a
Global Note Certificate the common safekeeper by whom such Note is held, or nominee in whose name it
is registered, will immediately credit the relevant Participants’ or accountholders’ accounts in the relevant
clearing system with payments in amounts proportionate to their respective interests in the principal
amount of the Global Note Certificate as shown on the records of the relevant clearing system or its
nominee. The Issuer also expects that payments by Direct Participants in any clearing system to owners of
interests in a Global Note Certificate held through such Direct Participants in any clearing system will be
governed by standing instructions and customary practices. Save as aforesaid, such persons shall have no
claim directly against the Issuer in respect of payments due on the Notes for so long as the Notes are
evidenced by a Global Note Certificate and the obligations of the Issuer will be discharged by payment to
the registered holder, as the case may be, of a Global Note Certificate in respect of each amount so paid.
None of the Issuer, the Fiscal Agent or any other Agent (as named in the Fiscal Agency Agreement), will
have any responsibility or liability for any aspect of the records relating to or payments made on account
of ownership interests in a Global Note Certificate or for maintaining, supervising or reviewing any
records relating to such ownership interests.

Settlement and Transfer of Notes

Subject to the rules and procedures of each applicable clearing system, purchases of Notes held within a
clearing system must be made by or through Direct Participants, which will receive a credit for such Notes
on the clearing system’s records. The ownership interest of each actual purchaser of each such Note (the
“Beneficial Owner”’) will in turn be recorded on the Direct and Indirect Participants’ records,

Beneficial Owners will not receive written confirmation from any clearing system of their purchase, but
Beneficial Owners are expected to receive written confirmations providing details of the transaction, as
well as periodic statements of their holdings, from the Direct or Indirect Participant through which such
Beneficial Owner entered into the transaction.

Transfers of ownership interests in Notes held within the clearing system will be affected by entries made
on the books of Participants acting on behalf of Beneficial Owners. Beneficial Owners will not receive
certificates representing their ownership interests in such Notes, unless and until interests in a Global
Note Certificate held within a clearing system are exchanged for Note Certificates.

No clearing system has knowledge of the actual Beneficial Owners of the Notes held within such clearing
system and their records will reflect only the identity of the Direct Participants to whose accounts such
Notes are credited, which may or may not be the Beneficial Owners. The Participants will remain
responsible for keeping account of their holdings on behalf of their customers. Conveyance of notices and
other communications by the clearing systems to Direct Participants, by Direct Participants to Indirect
Participants, and by Direct Participants and Indirect Participants to Beneficial Owners will be governed
by arrangements among them, subject to any statutory or regulatory requirements as may be in effect
from time to time.

The laws of some jurisdictions may require that certain persons take physical delivery in definitive form
of securities. Consequently, the ability to transfer interests in a Global Note Certificate to such persons
may be limited.

Trading between Euroclear and/or Clearstream, Luxembourg Participants

Secondary market sales of book entry interests in the Notes held through Euroclear or Clearstream,
Luxembourg to purchasers of book entry interests in the Notes held through Euroclear or Clearstream,
Luxembourg will be conducted in accordance with the normal rules and operating procedures of
Euroclear and Clearstream, Luxembourg and will be settled using the procedures applicable to
conventional eurobonds.
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USE OF PROCEEDS

The net proceeds of the issue of the Notes will be used by the Issuer to finance a portion of its capital
investment plan, including primarily for the purchase and modernisation of rolling stock, and the
repayment of a part of the Issuer’s outstanding long-term and short-term debt.
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SELECTED FINANCIAL AND OPERATING INFORMATION

The following tables set out selected consolidated financial information relating to the Group.
All information has been extracted from the audited consolidated financial statements of CD for the
years ended 31 December 2011 and 31 December 2010. The audited consolidated financial statements of
CD for the years ended 31 December 2011 and 31 December 2010 have been prepared in accordance with
IFRS. The Group’s statutory auditor is Deloitte Audit s.r.o.

SELECTED CONSOLIDATED INCOME STATEMENT ITEMS
Year ended 31 December

2010 2011
(CZK thousands)

Revenues from principal operations(l) .............................................. 32,559,735 33,838,213
EBITDADW @) oo s e 4,650,030 6,671,609
Depreciation and AmOTHSAION™ ..., -5,605,418 -5,673,463
Financial expenses™ ..o -484,054 716,084
Share of INCOMeE Of ASSOCIALES ...ccvveeeeveeeereeeeeeeeeeeee e 1,869 25,586
Net profit (1oss) for the period .........cccoeveveeeeereeereeeeereeeenenns -980,684 491,197

SELECTED CONSOLIDATED BALANCE SHEET ITEMS
As of 31 December

2010 2011
(CZK thousands)

Property, plant and equipment(l) ........................................................................... 65,037,154 69,682,502
INVEStMENT PIOPETTY.cveiuirtitiiiiiiiieietree ettt sttt 2,100,440 2,095,000
INtANGIDIE ASSELS ..cuvviniiiieiiieiite ettt ettt 607,538 567,896
Other long-term ASSEES ™ ottt 943,585 1,233,018
INOD-CUITENE ASSEES ) ..ot ee e eeese e eenens 68,688,717 73,578,416
TIIVEIEOTIES .ottt e et e e eteeeeete e eesaeeeenaeesenteeeenseeeennseseseeeenes 1,330,580 1,130,194
Trade TECEIVADIES .....oeeeevieeeeeee ettt et eeae e e e e e eereeeeaneeeneeean 3,484,872 3,550,338
Cash and cash eqUIVAIENTS .......ccoeeiiuiririiinieinrercee et 719,461 2,538,315
Other SNOIT-TEIM ASSELS ...ccvievieierieeieiteeiete ettt e sreeee et et e ste e e e re e s e beeseeseessesseeneas 1,267,705 1,814,342
CUITEINE ASSELS........ooeuiiieiieieeieeeee ettt et eeteeeteeeteeebeeebeeseesteeebeessenseesaseeeseenanean 6,802,618 9,033,189
TOTAL ASSETS™) ....ooooioirivoeeeeeeeees e 75,491,335 82,611,605
SHare Capital......c.eoveuirieirieiieiieiere ettt ettt bt sne s 20,000,000 20,000,000
Reserve and other funds .......ccooceeeieeiiiiicceceeee e 16,567,630 16,616,402
Retained earnings™) ...........ccooooovvioreoereeeeeeeeceeeeee e 4358201  4,817.974
NON-CONTOIING INEETEST ...veveeiiiiirieiricirtctrtcere ettt 840,081 866,849
EQUILY ™! oo 41,765,912 42,301,225
Loans and DOTTOWINES .....c.cvveveriemirieiinieiiieiirieicniei ettt ettt seess 12,467,085 20,197,402
PrOVISIONS. ..ottt ettt ettt et e e e e et e e teeeteeeteeeaeeeaveeeseeesseetsseesseeseesareensseenseennes 537,467 221,480
Other long-term Habilities!) .........o..oovuiivieeeeeeeeeeeee e 1222,671 1,243,904
Long-term Habilities!) ..................coooooorvviioeceeeeeeeeeeee e 14,227,223 21,662,786
Trade PaYaADIEs......c.coiviieiriiricicice ettt 8,133,517 7,606,527
Loans and DOTTOWINES .....c.cvueuerieuirieiinieiiieiiieicrtee ettt ettt saess 6,044,566 6,194,071
PrOVISIONS. ..eiuviiteeeie ettt ettt et ee e ete et e eaeeeteeeteeeeae e aseeseeesseeaseeesseessesareessseenseenses 813,862 1,097,990
Other short-term Habilities ™) ............oo..oervveeerrverereieee s 4,506,255 3,749,006
Short-term Habilities ") .....................ccooorvvvierrovoieeeeeseeseeeeeeeeeseee s 19,498,200 18,647,594
TOTAL LIABILITIES & EQUITY ..ottt 75,491,335 82,611,605
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OPERATING INFORMATION

2010 2011 Difference  2010/2011

(per cent.)

Passenger transportation
Number of travellers (millions) 163 166 3 102
Transportation performance (millions of

passenger-kilometres) 6,553 6,635 82 101
Traffic performance (millions of train-kilometres) 122.1 121.3 -0.8 99
Average transportation distance (kilometres) 40 40 0 100
Utilisation of the offered capacity (per cent.) 23 24 1 104
Freight transport
Transportation volume (millions of tonnes) 76.72 78.74 2.02 103
Transportation performance (millions of tariff

tonne-kilometres) 13,592 13,872 280 102
Traffic performance (millions of train-kilometres) 25.9 26.2 0.3 101
Average transportation distance (kilometres) 177 176 -1 99

@)

)

The figures as of and for the year ended 31 December 2010 have been restated. For information regarding this restatement, please see Note 1.6 to
the audited consolidated financial statements of CD as of and for the year ended 31 December 2011. The provided figures as of and for the year
ended 31 December 2010 have been extracted from the comparative figures contained in the audited consolidated financial statements of CD for
the year ended 31 December 2011.

The Group defines EBITDA as profit (loss) before interest, tax, depreciation and amortisation. EBITDA is not a measure of financial
performance presented in accordance with IFRS. Accordingly, it should not be considered as an alternative to profit for the period as a measure of
operating performance or to cash flows from operating activities as a measure of liquidity. EBITDA is computed as follows:

Year ended
31 December
2010 2011
(CZK thousands)
Profit (loss) before interest and taX ......cocececereeereeereerenieeneeeeeeeee e -955,388 998,146
Depreciation and amortiSAtion.......c..coueeeieirerenienienieneieieeeeee e neene -5,605,418  -5,673,463
EBITDA ...ttt et ettt ettt ereeteeaeeneeaean 4,650,030 6,671,609
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DESCRIPTION OF THE ISSUER
GENERAL INFORMATION

Incorporation and Registration

After the passing of the Act on the Joint Stock Company Czech Railways (77/2002 Coll.), which amended
the Railways Act (266/1994 Coll.), as amended, and the State Enterprise Act (77/1997 Coll.), as amended
(the “Act on Czech Railways”), CD was incorporated and recorded in the Commercial Register on
1 January 2003.

CD is a joint stock company, incorporated and operating under Czech law, with its registered office at
Nébiezi L. Svobody 1222, 110 15 Prague 1, Czech Republic. The telephone number of CD’s registered
office is +420 972 111 111. CD is registered, with the identification number 70994226, in the Commercial
Register maintained by the Municipal Court in Prague under Section B, Insert 8039.

Shareholder

The founder and sole shareholder of CD is the Czech Republic, which exercises its shareholder rights
through a Steering Committee the members of which are government appointees.

Share Capital and Dividends

The registered share capital of CD is CZK 20 billion divided into 20 shares with a nominal value of
CZK 1 billion each. All shares have been issued and are fully paid.

No dividends have been declared or paid since CD’s incorporation. The Articles of Association of CD do
not allow for issuing preferred stock.

CD benefits from dividends paid by each of its subsidiaries, provided that the subsidiary has generated
positive income. The framework dividend policy of the Group stipulates that at least 51 per cent. of the
funds made available for dividends are to be paid to CD. The dividends received by CD (on an
unconsolidated basis) amounted to CZK 83,266 thousand in 2010 and CZK 67,686 thousand in 2009
according to IFRS.

Overview of the Group

The Group is the largest passenger railway transport operator in the Czech Republic, carrying
approximately 99.4 per cent. of railway passengers as measured in passenger kilometres in 2010 and
92.6 per cent. of freight rail transportation in the Czech Republic as measured by tariff tonne-kilometres
in 2010 according to data from the Ministry of Transportation. According to the preliminary figures from
the Ministry of Transportation, the Group carried approximately 98.9 per cent. of railway passengers as
measured in passenger kilometres in 2011 and 84.9 per cent. of freight rail transportation in the Czech
Republic as measured by tariff tonne-kilometres in 2011.

The Group primarily conducts its operations on the Czech railway network, which is currently ranked the
ninth largest railway network within the EU as measured by the length of lines operated in the country.
According to the International Union of Railways (“UIC”), in terms of the volume of passenger
transport, the Group is ranked the tenth largest railway transporter in the EU, providing a transportation
link between Eastern and Western Europe. The Group provides freight transportation through its
100 per cent. owned subsidiary CD Cargo, which according to UIC was ranked the fourth largest railway
transporter within the EU, as measured by tonnes carried in 2011.

The Group is a transportation enterprise which operates passenger and freight railway transport (please
see “Description of the Issuer—Business Overview—Passenger Rail Transport” below for a segmental
analysis of the main revenue and cost items), including the provision of:

° regional, domestic and long distance international passenger transport services;

° comprehensive freight transportation services across Europe;

° telematic services to railway transportation companies and railway infrastructure administrators;
° repair services for rolling stock;

° testing services, railway transportation research and development; and

° railway catering services.
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In December 2007, as part of the restructuring of CD, CD Cargo was formed as an independent joint
stock company and as a 100 per cent. owned subsidiary of CD. Since then CD has focused on operating
railway passenger transportation and CD Cargo has taken over the operation of the railway freight
transportation business. The need to form a stand-alone joint stock company resulted from the drive to
increase the transparency of internal processes within the Group and to increase the competitiveness of
the Group’s freight transportation business in the liberalised European transportation market. CD Cargo
offers transport for a wide range of freight classes including: iron and machine industry products,
construction materials, chemical products and liquid fuels, wood and paper industry products, foods and
farming products, coal, automotive and other commodities (rail vehicles on self-contained wheels, glass
and ceramics, cargo and business vehicles, explosives, different consumer products, textile products and
materials, shoes, refuse, etc.).

Relationship with SZDC

CD and SZDC were incorporated on 1 January 2003 as part of the restructuring of the state organization,
Czech Railways. CD assumed assets used to operate railway transportation and to ensure the
serviceability of railway routes while SZDC took over the management of the railway infrastructure in
the Czech Republic and represents the State as railway infrastructure owner.

Under current regulations, the owner of the majority of railway routes in the Czech Republic is the State,
represented by SZDC. SZDC owns the Czech rail network infrastructure and is 100 per cent. owned by
the State. SZDC is responsible for the operation, modernisation and development of the railway system
within the Czech Republic.

SZDC’s main objectives include:

° providing for the operation of the railway infrastructure and ensuring its operability;

e  providing for the maintenance and repair of the railway infrastructure;

° providing for the development and modernisation of the railway infrastructure;

° preparing materials for the conclusion of public service contracts with railway transporters; and
° controlling use of railway infrastructure, rail operations and operability.

As of 1 July 2008, CD formally transferred the role of railway infrastructure management to SZDC. This
involved transferring approximately 10,000 employees and movable and immovable assets for a purchase
price of approximately CZK 12 billion. On 1 September 2011, CD transferred to SZDC its railway
operation services which included approximately 9,300 of CD employees for a purchase price of CZK
389.9 million. As result, since 1 September 2011, CD no longer performs any railway operation services.

SOLE SHAREHOLDER AND RELATIONSHIP WITH THE STATE

The State’s shareholder role

The Government exercises its rights as a shareholder by means of a Steering Committee, which according
to Act No. 77/2002 Coll., as amended, is to comprise of three members from the Ministry of
Transportation, and one member of each of the Ministry of Finance, the Ministry of Defence, the
Ministry of Industry and Trade, and the Ministry for Regional Development, each of whom acts in
accordance with a written Government authorisation. All key strategic decisions by CD require the
approval of the Steering Committee. As of the date of this Prospectus, two of the seven posts in the
Steering Committee are vacant and remain to be filled with candidates from the appropriate ministries at
their discretion.

The State’s support to date

The Government has supported CD in the past through a one-off subsidy (pursuant to decree no. 686,
CZK 3.2 billion was provided from the Government budget to be used to partially cover compensations
payable to CD in relation to passenger transport in 2009), and by guaranteeing loans provided by the
European Company for the Financing of Railroad Rolling Stock (“EUROFIMA”), a supranational body
supporting the development of rail transportation in Europe, for financing the purchase of rail vehicles. In
addition, the Government provided a guarantee to support a EUR 92.065 million syndicated amortising
loan facility provided to CD in 1996 with the final maturity in November 2014.
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The State guarantees provided to facilitate EUROFIMA loans were as follows:

State guarantee to EUROFIMA loan
maturity 10 years, bullet repayment

(EUR millions)

provided in 2003 ... 15
provided N 2004 .......coooiriiriinieeneereeeere e 25
provided in 2004 ........coooiiiiniieieeereeee e 20
provided in 2005 .....cc.ooiririneieieeereeee et 45
provided In 2000 ........c.ccceoiriiiniiiniiiciceeee e 30
provided i 2007 ..o 30
TOtAL ... 165

Other forms of financial support have been provided to CD pursuant to Government resolution No. 1132/
2009 and the Memorandum, which provide for compensation to the Czech Regions in relation to regional
passenger transportation until 2019 (please see ‘“Pricing, Compensations and Tariff regulation” below for
more details).

The Group’s Corporate Structure

The Group comprises 27 subsidiaries, of which CD holds majority stakes in 13 of these companies.
The companies that are consolidated in the financial statements of CD as of and for the year ended
31 December 2011 comprise CD and the following subsidiaries (together the “Consolidated Group”):

° CD Cargo, CD - Telematika a.s. (“CD Telematika™), DPOV as. (“DPOV”), Vyzkumny Ustav
Zeleznitni, a.s. (“VUZ”), JLV, as. (“JLV”), Smichov Station Development, a.s (“SSD”), Zizkov
Station Development, a.s. (“ZSD”) and Centrum HoleSovice, as. (“CH”), which are directly
consolidated in the financial statements of CD (together the “Directly Consolidated Subsidiaries”);

° CD - Informacni Systémy, a.s. (formerly CDT — Informacni Systémy, a.s.) (“CDIS”), which is
consolidated in the financial statements of CD through the consolidated financial statements of CD
Telematika; and

° CD Generalvertretung GmbH, CD — Generalvertretung Wien GmbH, Koleje Czeskie Sp. z o.0.,
Generalne zastipenie CD Cargo, s.r.o., CD Logistics, a.s., RAILLEX, a.s., BOHEMIAKOMBI,
spol. s r.o. and Ostravskd dopravni spolecnost, a.s., which are consolidated in the financial
statements of CD through the consolidated financial statements of CD Cargo.

In 2011, CD alone generated 57 per cent. of the Consolidated Group’s revenues. The second largest
contributor to the Consolidated Group’s revenues is CD Cargo.

The other companies are not consolidated in the financial statements of CD as they were determined by
CD not to be of material importance to the Group according to total assets, revenues and equity.
No shares of any of the companies within the Group are publicly traded on any regulated market.
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Overview of the current organisational structure

Ceské drahy, a.s.

€D Cargo, a.s. DPOV, a.s.

100%

100%

Vyzkumny Ustav Zelezniéni, a.s.
100%

CDT - Informaéni systémy, a.s.
100%

Dopravni vzd élavaci institut, a.s.
10

%

CD Reality, a.s.
100%

capital participation of
€D, a.s. = 100%

€D, a.s. subsidiaries
(participation of CD,

consolidated companies as. > 50%)
capital X
BCC, s.c.r.l. participations JLV, a.s. CD Restaurant, a.s.
3,4% abroad 38,79% 40%
j . companies with minor
Hit Rail BV CR-City a.s. CR office a.s. WHITEWATER a.s. capital participation of
4% 34% 34% 34% €D, as.
N Masaryk Station
EUR?FIMA RSReslde;nce s.r.o. RS ho:el a.s. Development, a.s.
1% 34% 34% 24%
Intercontainer-Interfrigo, SA '“TERNAT":’:;Q‘LE :P EDITION PRaK, a.s. inactive companies —
0,43% 6 25'"/; . 14,53% in liquidation
in liquidation company dissolved but not in liquidation
since 26 November 2010 yet erased from the RC since 1 July 2011

The following table contains an overview of the Directly Consolidated Subsidiaries as of the date of this
Prospectus.

The below figures have been extracted from individual or consolidated (as the case may be) unaudited
data provided by the Directly Consolidated Subsidiaries for the purposes of the preparation of the
audited consolidated financial statements of CD as of and for the years ended 31 December 2011 and
31 December 2010.

In order to improve the comparability between reporting periods:

° the figures concerning CD Cargo as of and for the year ended 31 December 2011 are provided on an
individual basis and do not include data concerning CD Generalvertretung GmbH, CD -
Generalvertretung Wien GmbH, Koleje Czeskie Sp. z 0.0., Generélne zastipenie CD Cargo, s.r.0.,
CD Logistics, a.s., RAILLEX, a.s., BOHEMIAKOMBI, spol. s r.o. and Ostravskd dopravni
spole¢nost, a.s., which were consolidated in the financial statements of CD through the consolidated
financial statements of CD Cargo in the year ended 31 December 2011 but were not consolidated in
the financial statements of CD in the year ended 31 December 2010; and

° the figures concerning CD Telematika as of and for the year ended 31 December 2011 are provided
on a consolidated basis and include data concerning its wholly-owned subsidiary, CDIS, to
the registered capital of which CD Telematika contributed a part of its business related to the
provision of telecommunication services, software and advisory services to CD in 2011.

As SSD, ZSD and CH were not consolidated in the consolidated audited financial statements of CD as of
and for the year ended 31 December 2010, the below figures concerning these companies are provided
only as of and for the year ended 31 December 2011.

The data concerning the Directly Consolidated Subsidiaries (other than JLV, SSD, ZSD and CH) have
been prepared in accordance with IFRS. The data concerning JLV, SSD, ZSD and CH has been prepared
in accordance with Czech GAAP.
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Subsidiary

Description

CD Cargo

DPOV

CD Telematika

JLV

SSD

CD shareholding 100 per cent.

As of and for the year ended 31 December 2011 revenues amounted to
CZK 14,568 million (compared to CZK 14,333 million in 2010), EBIT to
CZK 284 million (compared to CZK -579 million in 2010), and total assets to
CZK 16,492 million (compared to CZK 17,123 million in 2010).

CD Cargo provides freight transport services with main deliveries comprising of
industrial and agricultural products, raw materials, fuels, goods, containers and
oversized loads. It also rents freight cars, railway sidings and provides other
transportation services.

CD shareholding 100 per cent.

As of and for the year ended 31 December 2011 revenues amounted to
CZK 1,425 million (compared to CZK 1,195 million in 2010), EBIT to
CZK 56 million (compared to CZK 54 million in 2010), and total assets to
CZK 934 million (compared to CZK 897 million in 2010).

DPOV provides rolling stock repair services. Besides the Group companies, the
customers of DPOV include foreign railway companies, predominantly from Germany
and Poland.

CD shareholding 100 per cent.

As of and for the year ended 31 December 2011 revenues amounted to
CZK 321 million (compared to CZK 243 million in 2010), EBIT to CZK 112 million
(compared to CZK 76 million in 2010), and total assets to CZK 804 million (compared
to CZK 608 million in 2010).

VUZ provides special testing services with the main activities being certification and
compliance-assessment of products and quality systems with a special focus on products
and sub-systems for the interoperability of the railway system. VUZ assesses
conformity of defined products, including rolling stock, infrastructure, control
command, signalling and energy, with European technical requirements.

CD has determined that VUZ represents a non-strategic asset and may therefore be
sold in future.

CD shareholding 59.31 per cent.; Nyland Holding B.V., another major shareholder
unrelated to CD, holds 22.08 per cent.

As of and for the year ended 31 December 2011 revenues amounted to
CZK 1,599 million (compared to CZK 1,496 million in 2010), EBIT to
CZK 81 million (compared to CZK 38 million in 2010), and total assets to
CZK 3,176 million (compared to CZK 2,831 million in 2010).

CD Telematika provides telecommunication (internet, data, voice and other
supplementary services) and IT services (applications for passenger and freight rail
transportation and administration of railway infrastructure, SAP and other ERP
applications). It also operates the second largest telecommunication infrastructure in
the Czech Republic enabling CD Telematika to offer services in relation to data access
points, central data storage and server farms. Besides the Group, which is the most
significant customer, CD Telematika provides its services to other customers including
major telecom operators.

CD shareholding 38.79 per cent. (consolidated at the discretion of CD management as
it is deemed to be material).

As of and for the year ended 31 December 2011 revenues amounted to
CZK 225 million (as compared to CZK 237 million in 2010) and total assets to
CZK 375 million (as compared to CZK 378 million in 2010), in each case in accordance
with Czech GAAP.

JLV offers accommodation and catering services in railway passenger transportation.
Other services provided by JLV also include operation of restaurants, bars, coffee
shops and food stores.

CD shareholding 51 per cent. To adopt significant resolutions at general meetings, a
majority of 52 per cent. of all votes (equal to a 52 per cent. shareholding) is necessary.
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As of and for the year ended 31 December 2011 revenues amounted to CZK 0 million,
EBIT to CZK -1 million and total assets to CZK 46 million.
SSD was set up to develop and service the Prague-Smichov train station.

ZSD CD shareholding 51 per cent. To adopt significant resolutions at general meetings, a
majority of 52 per cent. of all votes (equal to a 52 per cent. shareholding) is necessary.
As of and for the year ended 31 December 2011 revenues amounted to CZK 0 million,
EBIT to CZK -0.1 million and total assets to CZK 7 million.

ZSD was set up to develop and service the Prague-Zizkov freight station.

CH CD shareholding 51 per cent. To adopt significant resolutions at general meetings, a
majority of 52 per cent. of all votes (equal to a 52 per cent. shareholding) is necessary.
As of and for the year ended 31 December 2011 revenues amounted to CZK 6 million,
EBIT to CZK 0 million and total assets to CZK 26 million.
CH was set up to develop and service the Prague-HoleSovice train station.

Recent Changes in the Composition of the Consolidated Group

In the year ended 31 December 2010, CD treated the investments in the companies CD
Generalvertretung GmbH, CD - Generalvertretung Wien GmbH, Koleje Czeskie Sp. z o.0.,
Generalne zastipenie CD Cargo, s.r.o., CD Logistics, a.s., RAILLEX, a.s., BOHEMIAKOMBI, spol.
s 1.0., Ostravska dopravni spole¢nost, a.s. and SSD, ZSD and CH as immaterial. In the consolidated
financial statements of CD for the year ended 31 December 2010, CD reported investments in these
companies as other financial assets available for sale. In the consolidated financial statements of CD for
the year ended 31 December 2011, these companies were included in the Consolidated Group.

On 1 April 2011, CD Telematika incorporated its new wholly-owned subsidiary, CDIS. As of the same
date, CD Telematika transferred a part of its business related to the provision of telecommunication
services, software and advisory services to CD as a contribution to the registered capital of CDIS. In
2012, CD Telematika transferred all shares in CDIS to CD for a purchase price of approximately
CZK 122 million.

Restructuring Effort

The Government published its intention to restructure the Group pursuant to the Government
Resolution. The key steps implemented within this restructuring process so far include (i) the
incorporation of CD Cargo as a 100 per cent. owned subsidiary of CD and the contribution of CD’s
freight transportation business, including approximately 11,800 employees, to CD Cargo’s registered
capital in 2007, (ii) the transfer of a part of CD’s business related to the operation of infrastructure
management including, among others, approximately 10,000 employees to the state-owned SZDC for
approximately CZK 12 billion in 2008, and (iii) the transfer of a part of CD’s business related to the
operation of the railway operation services including, among others, approximately 9,300 employees to
SZDC for a purchase price of CZK 389.9 million on 1 September 2011. Certain assets necessary for the
function of the railway operation remain to be transferred out of CD in the course of this restructuring
process. These assets include railway operation buildings (other than railway station buildings), plots of
land directly below the railway routes and certain other assets necessary for the railway operation, which
are envisaged to be transferred to SZDC. Railway station buildings are envisaged to be transferred either
to SZDC or to a newly formed subsidiary of CD The details of the contemplated transfers, including the
compensation for such purposes, are currently being discussed and therefore are not yet fully known or
certain (please see ““Expected Sale of Property” below for more details on currently envisaged sale of
properties). Additionally, the Government Resolution together with the Government resolution dated
9 January 2008 contemplate transferring certain core businesses, such as passenger transport and real
estate management, by CD to newly formed subsidiaries. The newly formed subsidiary to which the
passenger transport business would be transferred may create its own new subsidiaries for the purpose of
conducting business in certain market segments, such as providing low-cost passenger transport services.
Please see “Risk Factors Related to the Group’s Business—Business Risks—The Group may be adversely
affected by changes to its structure’ above for certain risks related to the above restructuring.

THE RAILWAY NETWORK

The railway network in the Czech Republic

SZDC operates the national and regional railway network (consisting of 9,470 kilometres of railway
routes as of 31 December 2011 as compared to 9,568 kilometres of railway routes as of 31 December 2010
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in the Czech Republic, according to the Eurostat datalgase) and is responsible for its operation,
modernisation and development. As of 31 December 2010, CD serviced 9,412 kilometres of these railway
routes on a contractual basis.

On 1 September 2011, CD completed the transfer of its railway operation services business, which
included the transfer of approximately 9,300 of CD employees, to SZDC for a purchase price of
CZK 389.9 million. This transfer generated income for CD of CZK 256 million, which represents the
difference between the purchase price paid by SZDC for the railway operation services business and the
book value of such business as of the date of the transfer. The purchase price was ascertained by means of
an independent expert opinion. As a result of this transfer, the contract pursuant to which CD provided
the railway operation services to SZDC was terminated on 1 September 2011. CD received a
reimbursement of CZK 5.194 billion and CZK 3.267 billion from SZDC for the provision of the railway
operation services to SZDC pursuant to this contract in 2010 and the first eight months of 2011,
respectively. As CD’s expenses related to the provision of the railway operation services to SZDC
pursuant to this contract almost equalled the revenues generated by CD from the same, CD did not make
a significant profit from providing these services. Please see “General Information—Relationship with
SZDC” above and “Related Party Transactions” below for more details.

Pursuant to the Railway Act No. 266/1994 Coll., as amended (the “Railway Act”’) and the Network
Statement on National and Regional Rail issued by SZDC, SZDC allows carriers to access and use the
railway network, subject to the fulfilment of certain conditions. SZDC allocates the route capacity for a
regulated price, which is set pursuant to the price decree of the Ministry of Finance for a particular year
and a declaration issued by SZDC pursuant to the Railway Act and published in the Transport and Tariff
Bulletin of the Czech Republic.

The Group’s transport business operates on the majority of the current railway routes in the Czech
Republic.

The map below illustrates current and planned railway routes:
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Source: Ministry of Transportation of the Czech Republic

KEY STRENGTHS
The Group
The Group believes that it benefits from the following key strengths:

° well-diversified operations with CD Cargo’s revenues correlating to the industrial activity of the
Czech economy;

° the location of the Czech Republic in the centre of Europe facilitates pan-European transport,
serving as a link between Eastern and Western Europe;
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CD has a dominant position for the provision of railway passenger transportation within the Czech
Republic and is in possession of decisive know-how and assets for the provision of a complex rail
transport service;

CD holds long-term contracts for the operation of railway passenger transport (please see ‘“Material
Contracts” below for more details);

the Group’s network is one of the most dense in Europe enabling it to compete effectively with road
transport; and

labour costs in the Czech Republic are lower than in some neighbouring countries.

Passenger Rail Transport

CD’s provision of passenger rail transport benefits from the following advantages:

CD’s passenger operations are governed mainly by long term operating contracts entered into with
the Czech Republic and the Czech Regions (please see “Material Contracts” below for more
details), which facilitate the dominant position of CD; and

recent restructuring efforts have resulted in a decreased costs base and a more efficient structure
arising from redundancy and on-going cost reduction programmes.

Freight Rail Transport

CD Cargo enjoys the dominant market share in freight rail transport mainly due to the following

advantages:

° CD Cargo benefits from strong long term relationships with its customers;

° CD Cargo’s end-markets are well-diversified thus mitigating the risks associated with reliance on a
limited number of product categories;

° CD Cargo, as the national freight operator, faces little competition in its transit, import and export
activities and can offer to transport entire train consignments, which represents an advantage over
road transportation; CD Cargo’s market share is as follows:

Freight rail transportation in 2011
(without empty rolling stock of carriers)
Tonne km (without empty rolling
stock of carriers) Share of CD Cargo (per cent.)
1OCAL .. 87.3
IIMPOTE ettt 83.6
ETANSIE oo 73.6
EXPOTT o 87.8
SUINL ottt eteste et sses ettt e s et ese s e seessenennene 84.8
Source: Statistical Yearbook of the Group for the year 2011
° certain fees for access to the rail network by rail freight operators have been decreased and road

tolls have been increased with effect from 1 January 2012.

BUSINESS STRATEGY

The Group

The Group aims to maintain its dominant position in the market both in the passenger and freight
segments. In addition to concrete steps to be implemented by the passenger and freight units as outlined
below, the management also intends to complete the Group’s restructuring that is aimed a