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KEY PERFORMANCE
INDICATORS OF

THE SLOVENSKE
ZELEZNICE GROUP!

Performance in figures

Volume sold

Unit 2021 2020 Index
| 1010
| 2159

[ Netprofit | EURthousand | __20321] 10919 | 2685 ]
[ Assets | EURthousand | 988974 ] 1008213 | 981
[Equty | EURthousand | 576332 ] 548275 ] 1051
kmm

Unit 2021 2020 Index

[ Goodstransported | inthousandtonnes 18,9253 | 18,6664 | 1014
[ Nettonnekilometres | milionNTKM | 47563 | 46438 | 1024
[ Passengerscarried | inthousand | 118604 | 81509 | 1455 ]
[ Passengerkilometres | milionPkM | 5418 3969 | 1365 ]
[ Specific consumption of electricity for traction | kWh/thousand GTKM| 2058 | 2022 | 1018

Financial indicators

Unit 2021 2020 Index

[ Retunonequity®oE) ___________________J% | __52] 20] 2586 ]
[ RetunonassetsRoA) ___________________J% | 29] 1] 2671 ]
[ Netfinancialdebt/EBTOA | | o02] _22f o1
kIE_-EE-E
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kg/thousand GTKM | 951] _845] 1125 ]

Non-financial indicators

Unit 2021 2020 Index

[ No.ofemployeesasat3iDecember | | 6752| 6925] 075
[ Averagenumberofemployees | | __6612| 6967 949
[ No.of extraordinaryevents | | 8] 18] 1000
[ Renovationandupgradingoffines __Jinkm ] 10920| 27670 | 395 ]
[ Freighttransportdelays | min/100km | 954 726 1314 ]
[ Passengertransportdelays | min/100km | 39| 27 1444 )




SIGNIFICANT EVENTS IN 20212

Rail passenger transport
re-established between
Ljubljana and Koc¢evje

After more than half a century, rail passenger
transport was re-established between Ljubljana
and Koc¢evje on 3 January 2021 following the
modernisation of the more than 120-year-old
railway line.

Strategic Business Plan of the
Slovenske zeleznice Group
for the period 2021-2025

In March 2021, the Supervisory Board of Slovenske
zeleznice, d. 0. 0., approved the Strategic Business
Plan of the Slovenske Zeleznice Group for the
period 2021-2025, the strategic focus of which

is to transform from a national rail operator into

the leading technologically advanced provider of
comprehensive merchandise logistics and public
mobility services in the region.

Slovenske Zeleznice among
the TOP 10 best employers

In a survey conducted in April 2021 by MojeDelo.
com, we ranked amongst the 10 best employers
and won first place in the category of logistics

and passenger transport. On top of that, we were
recognised as the best employer in the industry on
24 May 2021.

2GRI102-51
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Purchase of new Stadler
passenger trains

At the TRAKO fair in September 2021, the Swiss
Stadler showcased its new Stadler KISS double-
deck train, designed specifically for Slovenske
zeleznice. On 14 January 2022, the KISS train
was already running on Slovenian tracks. In 2021,
Slovenske zeleznice accepted the delivery of

29 trains, including 10 electric double-deck trains,
13 electric single-deck trains and 6 diesel trains.

Long-term financing of
SZ-Infrastruktura, d. 0. 0., secured

In July 2021, the government of the Republic of
Slovenia and SZ-Infrastruktura, d. 0. 0., signed an
Agreement on the Discharge of PRI (public rail
infrastructure) Manager Services for the period
from1January 2021to 31 December 2030.

Karavanke tunnel
upgrade completed

After nine months of closure, the Karavanke railway
tunnel was reopened in July 2021. To ensure
sufficient space in the tunnel, the works included
removing the two existing tracks and laying

down a new track that now meets the new safety
standards. The Slovenian minister of infrastructure
and the Austrian minister of the environment took
aride through the Karavanke railway tunnel on

29 July 2021 to formally mark the completion of the
safety and technological upgrade of the tunnel.

Extensive upgrade of the
Ljubljana-Divaca regional line

The long-awaited construction of the second
track between Diva¢a and Koper started in

May 2021. Working with the government, we
formulated a strategy for the development of the
rail infrastructure until 2050, and our focus in the
future will be the urgent renovation of regional
lines. An extensive upgrade of the Ljubljana-Divaca
regional line was started. The first stage of the plan
is to renovate the section between Ljubljana and
Brezovica, which is expected to be completed in
November 2022.

2021 - European Year of Rail

As part of the European Year of Rail, the
Connecting Europe Express arrived in Slovenia on
24 September 2021, a train connecting countries,
businesses and people as it travelled throughout
Europe. As a symbol of the railways’ connecting
power, its journey affirmed the commitment

of the European Union to rail as a driver of
sustainable mobility, economic development and
a European identity.

The youngest rail freight
corridor - AWB RFC

In September 2021, we hosted the ceremony at

the official launching of the youngest rail freight
corridor, called the Alpine-Western Balkan Corridor
(AWB RFC), which connects Austria, Slovenia,
Croatia, Serbia and Bulgaria.

Notable international
linking activities

We hosted the general meeting of SEESARI, an
UIC initiative which supports the development of
railways and transport in general in South-East
Europe, and we organised the international expert
conference Green and Digital Transformation of
Rail Corridors.

New energy policy

The Management Board adopted the new energy
policy of Slovenske zeleznice in November

2021. All of the Group’s companies will strive to
develop services and products with higher energy
efficiency, and foster responsibility for energy
efficiency improvements in both internal and
external publics.

Establishment of a new company
- SZ EP Logistika, d. 0. o.

In accordance with the Investment and Partnership
Agreement between Slovenske Zeleznice, d. 0. 0.,
and EP Logistics International, a. s., an agreement
was reached on 7 October 2021, on the basis of
which SZ EP Logistika, d. 0. 0., was entered in the
Register of Companies, and in December 2021

its capital was increased by Slovenske zeleznice,
d. 0. 0., with a non-cash contribution from the
companies SZ-Tovorni promet, d. 0. 0.,

and Fersped, d. o. o. (in conjunction with
VV-LOG,d.o.0.).

Ljubljana Passenger Centre (LPC)

The LPC project involves a new bus station,

an upgrade of the railway station and its track
infrastructure and platforms, and a commercial
zone with Emonika, a business and retail centre.

Slovenske zeleznice, d. 0. 0., is participating in
the project as an investor in the new bus station,
with business premises and a parking garage.
The international architectural competition for
the selection of the best expert solution for the
new Ljubljana bus station, which was prepared
in collaboration with the Slovenian Chamber of
Architecture and Spatial Planning of Slovenia,
was finished in December 2021.

The contract for designing the new Ljubljana bus
station will be signed in May 2022, and the project
design documents which are needed to obtain a
building permit and environmental consent will be
completed by the end of 2022.



SIGNIFICANT EVENTS
AFTERTHEEND OF THE
2021 FINANCIAL YEAR

Entry of a strategic partner

EPH Group from the Czech Republic finished

the process of entering the Slovenske zeleznice
Group as a strategic partner on 13 January 2022.
EP Logistics International, a. s., used a cash
contribution to increase the capital of the newly
established SZ EP Logistika, d. 0. 0., in which
Slovenske zeleznice, d. 0. 0., now has a majority
equity interest (51%) and EP Logistics International,
a.s., has a 49% equity interest.

Slovenske Zeleznice for the
sustainable development of
tourism and public transport

Along with the organiser - the Public Institute of
Tourism of Nova Gorica and Vipava Valley — and the
Tourism Directorate at the Ministry of Economic
Development and Technology, we took partina
professional consultation entitled “For a New Boom
in Slovenian Tourism” (V nov razcvet slovenskega
turizma) held in March 2022 in Nova Gorica.
Linking public transport with the offerings of local
and tourist communities is vital for the development
of sustainable travelin tourism.
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Increased share capital of
Slovenske zeleznice, d. 0. 0.

On 6 April 2022, the Management Board of
Slovenski drzavni holding, d. d., decided to
increase the capital of Slovenske zeleznice, d. 0. 0.,
through a cash contribution of EUR 150 million,
which will be used to increase the share capital of
SZ-Potniski promet, d. 0. 0., towards the purchase
of 20 passenger trains.

Purchase of a stake in
Nomago, d. o. o.

Inline with its Strategic Business Plan, Slovenske
zeleznice, d. 0. 0., signed a contract with Adventura
Investments, d. 0. 0.,in April 2022 for the purchase
of a50% ownership stake in Nomago, d. o. o.

Ensured source of financing for
the technological development
of SZ-Infrastruktura, d. o. o.

On1April 2022, the Slovenian government and
SZ-Infrastruktura, d. 0. 0., signed Annex No. 4 to
the Agreement on the Discharge of PRI Manager
Services in the amount of EUR 151.6 million for the
performance of PSO (public service obligation)
and for the purchase of new machinery for the
maintenance of rail infrastructure.

Impact of the war in Ukraine
on Slovenske Zeleznice
Group operations

The current military conflict in Ukraine and

the associated sanctions against the Russian
Federation will have a negative impact on the
European and global economy. Slovenske
zeleznice Group has no significant direct exposure
to Ukraine, Russia or Belarus. However, the impact
on the overall economic situation will require
adjustments to some business assumptions and
estimates, which we are unable to foresee and
assess at this time with any certainty. A major
impact may be seen in the higher pricing of energy
products, particularly diesel. The price of electricity
is agreed with our supplier at fixed rates for a
three-year period, so this impact remains to be
seen in the period following 2022. The impact may
also manifest as a disruption of the supply chain
and the establishment of bypass or alternative
transport routes. At this point the Management
Board cannot reliably estimate the impact, since we
are seeing new developments on a daily basis.

In the long term, the conflict may have the negative
effects of hampering supply, raising the prices of
energy products and raw materials, and affecting
cash flows and profitability. Despite this, Slovenske
zeleznice Group companies have been meeting -
up to the date of producing the financial statements
in this annual report - all their obligations as they
fall due, and continue to prepare their financial
statements on the assumption of a functioning
company. In this short time following the outbreak
of the conflict, operations have suffered no
significant effects.

11



STATEMENT OF THE
DIRECTOR GENERAL®
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Dear owners, colleagues, users and
business partners,

The fiscal year 2021 was another in a series

of extremely challenging and complex years
heavily shaped by the economic crisis and the
associated COVID-19 pandemic. Although

the novel coronavirus in particular upset the
established transport or logistical pathways, the
year 2021 was concluded successfully. We can be
pleased. We proved once again that we are able

to react promptly to a straitened and challenging
situation of global proportions. Slovenske zeleznice
had a very challenging year, which was rife with
problems, but it also presented new opportunities
and possibilities that made us even stronger and
more financially and capitally stable - in short, even
more competitive in the markets of rail mobility and
the provision of comprehensive logistics services.

In 2021, we concluded our five-year search for a
suitable strategic partner in the area of rail freight
transport and logistics. On 13 January 2022, the
ownership structure of SZ-Tovorni promet was
entered by the Czech company EPLI (EP Logistics
International) with a 49% stake. EPLI is aleading
Central European energy group comprising more
than 70 companies from the Czech Repubilic,
Slovakia, Germany, Italy, Switzerland, France,
Great Britain and Ireland. One of its four key pillars
are comprehensive rail logistics services, which
are successfully and efficiently provided by EPLI in
anumber of markets. This strategic partnership is
therefore an important step in the development of
the Slovenske Zeleznice Group and comprehensive
logistics services at large. By joining forces with

a capitally sound partner, we believe that we will
succeed in developing even better and more
advanced comprehensive logistics services for
customers and securing access to new markets.
The partnership will also ensure a financial basis for

the urgently needed next steps in modernising our
rolling stock, and benefit us with synergies from the
operations of both groups.

In 2021, we completed the process of staff
consolidation and adopted a new HR strategy. This
strategy centres on the employees, with individual
career growth and development, and provides

a comprehensive and systemic approach to
developing the HR system and human potential

in the Group.

In 2021, Slovenske zeleznice continued its
successful modernisation of rolling stock for freight
and passenger transport. 29 new passenger trains
were acceptedin 2021. Moreover, by the end of
September 2022, all of the 52 new trains ordered -
21single-deck and 10 double-deck electric trains
and 21single-deck diesel trains - will be driving

on Slovenian tracks. The total value of the ordered
trains is EUR 320 million, excluding VAT. In spring,
anew call for tenders will have been published for
the purchase of 20 additional modern passenger
trains. There will also be a public tender for the
purchase of 20 modern passenger coaches and
four multi-system locomotives. This will fulfil our
strategic objective of fully renovating the rail fleet
for passenger transport by 2025.

The final stage of negotiations for the purchase of
a50% stake in Nomago Group was also reached

in 2021. The contract was signed on 8 April 2022.
Slovenske zeleznice also holds the exclusive right

to acquire a100% stake by 2024. Buying Nomago,
which every day carries passengersin around

700 coaches onmore than 650 lines, brings us closer
to our strategic objective of becoming the main pillar
of mobility and offering our users comprehensive

and environmentally friendly services.

The key to modern and friendly public transport

is having not only new trains and a modernised

rail infrastructure, but also a new railway and bus
station. Following stakeholder discussions and
negotiations, the Ljubljana Passenger Centre is
becoming a reality. All the building permits will

be obtained by the end of 2022. The project as a
whole will be completed in 2025. A bold prediction
or reality? Perhaps simply a necessity - if we want
to put our capital city on the global map of modern
passenger and logistic hubs.

In 2021, we successfully carried on with
comprehensive digitalisation of processes and
business optimisation.

At Slovenske Zeleznice, we believe that in 2021 we
continued our successful and ambitious journey of
strategically transforming the Slovenske Zeleznice
Group into the backbone of public transport and a
provider of comprehensive logistics services. This
is reflected in the figures, which remain very solid
despite the extremely complex circumstances. We
generated revenues of EUR 544 million, EBITDA of
EUR 83.8 million and net profits of EUR 29.3 million.
Arecord low of financial debt - 0.2% EBITDA - is
additional proof that we are on the right path. The
credit for this goes to all stakeholders. | would like
to thank you all again for another successful year

in the history of the Slovenske zeleznice Group.
The cooperation of all stakeholders is, however,
undoubtedly that crucial guarantee that inspires
strong faith that Slovenske Zeleznice is set to see
many more good, successful stories.

Dusan Mes
Director Genergl of Slovenske Zeleznice

13



GENERAL INFORMATION*

General information regarding the controlling
company as at 31 December 2021

Company name

Slovenske Zeleznice, d. 0. 0.

Address

Kolodvorska ulica 11
1000 Ljubljana
Slovenia

Tel: +386 (01) 29140 00
Email: info@slo-zeleznice.si
Website: www.slo-zeleznice.si

Management Board

Director General: Dusan Mes
Member of the Management Board:
Tomaz Kraskovic

Workers’ Director: Nina Avbelj Leki¢

Members of the Supervisory Board

Chairman: Aleksander Mervar

Deputy Chairman: Franci Matoz
Members: Silvo Berdajs, Melita Malgaj,
Aleksander Nagode, Gabrijel Skof,

Boris Markocic, Joze Pavsek, Zlatko Rate;j

“GRI102-1,102-2,102-3,102-5,102-18,102-45,102-53
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Data regarding the company

Core activity:
70.100 Activities of head offices

Quality certificate:
ISO 9001:2015, January 2025

Environmental certificate:
ISO 14001:2015, January 2024

Energy certificate:
ISO 50001:2018, January 2025

Registration number:
10537000

Company registration number:
5142733000

VAT ID number:
SI118190995

Contact for information regarding the annual report:
Slovenske Zeleznice, d. 0. 0.

Kolodvorska ulica 11,1000 Ljubljana

Central Corporate Office for Public Relations

Organisational structure of the Group

Slovenske zeleznice, d. 0. 0.

SZ-Zeleznigka tiskarna
Ljubljana, d. d.

100%

SZEP,d.o.o0. SZ-Potniski SZ- Infrastruktura, SZ-2GP SZ-VIT,d.o.o0.
promet, d.o.o. d.o.o. Ljubljana, d. d.

100% 100% 100% 79.82% 100%

SZ-ZIP, storitve, Prometni institut
d.o.o Ljubljana, d. 0. o.

100% 100%

controlling company

subsidiaries in the Group 100% or majority owned by the controlling company

subsidiaries in the Group owned by subsidiaries

Fercargo, d. 0.0,
Sarajevo
70% companies excluded from consolidation

Note:

'Slovenske Zeleznice, d. 0. 0., increased the capital of SZ EP Logistika, d. 0. 0.,0n 16/12/2021 with a non-cash contribution - a business interest
in Slovenske Zeleznice, d. 0. 0.,in SZ-Tovorni promet, d. 0. 0., and in Fersped, d. 0. 0. On 13/1/2022, the capital of SZ EP Logistika, d. 0. 0., was
increased again, and following the capital increase Slovenske Zeleznice, d. 0. 0., has a 51% business interest in the company and EP Logistics
International, a. s., has a 49% stake.

2VYV-LOG,d. 0.0.,is 2/3 owned by Fersped, d. 0. 0. (1/3 owned by the company itself)

3Slovenske Zeleznice, d. 0. 0., holds participating interests in the following associates: Adria Kombi, d. 0. 0. (33.72%), and Terme Olimia, d. d.
(23.87%), and indirectly in CKTZ Zagreb, d. d. (29.41%).

15



General information regarding subsidiaries as at 31 December 2021

Company SZ EP logistika, | SZ-Tovorni Fersped,d.o.o0. [VV-LOG,d.o.0. |SZ-Potniski SZ-Infrastruktura, | SZ-Zeleznisko SZ-VIT,d.o.0. |SZ-ZIP, Prometni SZ-Zelezniska
name d.o.o. promet, d. 0. o. promet, d. 0. 0. d.o.o. gradbeno podijetje storitve,d. 0.0. |institut Ljubljana, | tiskarna
Ljubljana, d. d. d.o.o. Ljubljana, d. d.
Business Kolodvorska Kolodvorska Zaloska Ankaranska Kolodvorska Kolodvorska Ob zelenijami 2, Zaloska Kolodvorska Kolodvorska Hladilniska
address ulica11, ulicai, cesta 219, cesta5B, ulica i, ulica11, 1000 Ljubljana cesta 217, ulica1, ulica i, pot 28,
1000 Ljubljana | 1000 Ljubljana 1000 Ljubljana 6000 Koper - 1000 Ljubljana 1000 Ljubljana 1000 Ljubljana 1000 Ljubljana 1000 Ljubljana 1000 Ljubljana
Capodistria
Registered Ljubljana Ljubljana Ljubljana Koper Ljubljana Ljubljana Ljubljana Ljubljana Ljubljana Ljubljana Ljubljana
office
Core activity 64.200 49.200 52.290 52.290 49100 68.320 42120 33.170 80.100 72.200 18.120
Activities Freight rail Other Other Passenger Management of | Construction Repairand Private security | Researchand Other printing
of holding transport transportation transportation rail transport real estateona of railways and maintenance of | activities experimental
companies support activities | support activities fee or contract underground other transport development on
basis railways equipment social sciences
and humanities
Registration / / 10125000 10812500 / / 10011300 12596100 12501700 11645100 10004600
entry number
Company 8973784000 6017231000 5069084000 2361191000 6017274000 6017177000 5143004000 5865824000 5824290000 5674522000 5142881000
registration
number
VAT number 95301623 S184667044 SI76557995 S197246239 S189393686 S194995737 S146621474 S199181762 S161613223 S134722645 Sl41764544
Senior Dusan Mes Melita Rozman Dean Persic¢ Dean Persic¢ Darja Kocjan Matjaz Kranjc Anton Zagar Dus$an Zickar Vojka Martin¢i¢ | Peter Verli¢ Majda Zeleznik
management Dacar Igor Bircakovi¢ Matjaz Skutnik Pavel Piskur Zdravko Skrbis | VesnaRitlop
Tamara Luskovec (Workers’ (Workers’ (Workers’ Director) | (Workers’ (Workers'’
(Workers’ Director) Director) Director) Director)
Director)
Supervisory / Silvo Berdajs Darja Koleto / Tomaz Kraskovic Urska Grmek Gorazd Podbevsek | Jozef Petrovic Miha Butara / Bostjan Koren
Board Dusan Mes Tomaz Kraskovic Bernarda Babic¢ Matjaz Trontelj Dusan Mes Jana Koncar Andreja Kosir Daniel
Bernarda Babic¢ Gasper Marc LeonDidi¢ Milorad Sljivic Silvo Berdajs Zdenko Lorber Joze Pavsek Vasiljevic
Nina Marin Miran Parkelj
Stanislav Debeljak
General Slovenske Slovenske Slovenske Fersped,d.o.o., [Slovenske Slovenske General meeting Slovenske Slovenske Slovenske General
Meeting zeleznice, d. 0. 0., | zeleznice,d.o0.0., |zeleznice,d.o.0., |asfounder zeleznice, d.o0.0., zeleznice, d.o.0., | of shareholders zeleznice, d. 0. 0., | zeleznice,d. 0. 0., | Zeleznice,d.0.0., | meeting of
as founder as founder as founder as founder as founder as founder as founder as founder shareholders
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Mission

Slovenske zeleznice Group sets green standards
and advanced practices in Slovenian land
passenger transport and supports the economy
with environmentally and economically efficient
freight transportation.

Vision
Slovenske Zeleznice Group is an efficient manager
of modern population mobility and a generator

of new solutions for faster and environmentally
sounder freight transportation.

Values

Honesty and lawfulness

Our employees carry out their tasks with honesty;,
responsibility, without political bias and in
compliance with internal codes and the positive
legislation of the Republic of Slovenia.

Trust and respect

Our work has to inspire trust and respect.

We contribute to good relations with all

company stakeholders with our conduct and
professionalism. Trust and respect are grounded in
professionalism and economy of operation.

Leadership integrity

The work and leadership of senior managers and
executives set an example for the staff and all other
community stakeholders.

Independence and impartiality

Our work is done independently. Our
independence is based on the consideration of
all the legitimate interests of various stakeholders
in the community. We are impartial because our
judgement is independent.

We do not misuse our positions, and we avoid
situations in both professional and private life that
could compromise our independence, objectivity
or impartiality, or have a negative effect on our
personal reputations or the reputation of the
Slovenske zeleznice Group.

Fundamental
principles

e Corporate governance

Economy of operation

Business information security

e Avoidance of conflicts of interest

e Zerotolerance of corrupt practices

® Prevention of money laundering

¢ |nformation security management

® Restrictions on accepting and giving gifts
e Reporting unethical or illegal conduct
e Culture of belonging

e Personal data protection

® Respect for human rights

e Sustainable development

e Taking care of the environment

e Helping local communities and
humanitarian efforts



BUSINESS MODEL®

Inputs

Financial capital
Annual operating expenses
EUR 508.7 million

Production capital

We manage the rail infrastructure
and rolling stock for passenger
and freight transport.

Social capital

We have dynamic relations with
the owner, suppliers, customers,
international transport partners,
unions, local communities and
other stakeholders.

Human capital

Our 6,752 employees are
engaged in continuous training,
and 195,121 mentorship
sessions were completed.

Business activities

Passenger transport

OOd | 0dd
OO0 | 0dd
ood | 0ad
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Intellectual capital

The Group has 1,792 regulations
and guidelines, and a core guiding
principle is digitalisation.

Natural capital

We hold two environmental
certificates, ISO 14001and
50001, which dictate numerous
environmental protection
activities.

5GRI1102-2,103-1
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Outputs

Sales revenue
EUR 542.8 million

Outcomes

EBITDA
EUR 83.8 million

Investments in equipment and
real estate
EUR131.2 million

Operational rail infrastructure
and rolling stock

111 passenger multiple units,
133 freight locomotives and
1,209 km of lines

Number of passengers carried

Average rating of quality

11,860.4 thousand elements
. 3.55

Volume of freight transported

18,925.3 thousand tonnes

Work hours recorded Engagement and motivation

13.4 million 3.71
Employee turnover rate
9.5%

Collaboration onrelevant Development and better

legislation

Digitalisation upgrade

performance of all types of
capital

Reduced air, water and
environmental pollution and
reduced light and noise pollution

Passenger transport carbon
footprint
33gCO,e/PKM

Freight transport carbon footprint
5.89C0,e/NTKM
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STRATEGY OF THE SLOVENSKE
ZELEZNICE GROUP FOR
THE PERIOD 2021-2025°

The key developmental component is the long-
term vision of developing and modernising the
Slovenian PRI, which foresees EUR 13 billion
invested in the PRI by the Republic of Slovenia
by 2050.

Changes dictated by the business environment
and opportunities presented to us by the
developmental policies of Slovenia and the
European Union will be seenin the coming five-year
period as we replace passenger trains, modernise
the machinery for the management of the PRI,
construct a modern Ljubljana Passenger Centre,
coordinate rail and bus timetables and expand

the geographic coverage of public passenger
transport through the spatial optimisation of
transport services. Most importantly, we intend

to work with our strategic partner to become

the leading provider of comprehensive freight
transport logistics services in the region.

The Strategic Business Planincludes the
expectations of all stakeholders and outlines

the path of development in line with the key
planned and estimated changes in the business
environment. It contains development policies

on the renovation and digitalisation of mobility,
logistics, freight and passenger transport, the
management of the PRIl and construction, and the
efficient operation of all support activities.

Through guidelines, projects, investments and
the objectives set out in its Strategic Business
Plan, the Slovenske Zeleznice Group is evolving
from a national rail operator into one of the
leading, technologically advanced providers of
comprehensive merchandise logistics and public
mobility services in the region.

An overview of the existing and future companies by respective pillars of the Slovenske zeleznice Group

Passenger PRI

Logistics

mobility management

SZ-Tovorni promet SZ-Potniski promet
Fersped
VV-LOG

SZEP

SZ-Mobilnost
SZ-BUS

SZ-Terminali SZ AP Ljubljana

’GRI1102-2
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Construction Support
activities

SZ-Infrastruktura SYAV

SZ-ZIP
Prometniinstitut
S7-Zelezniska
tiskarna

Planned in the merchandise logistics pillar was the
entry of a strategic partner and the establishment
of SZ-EP, d. 0. 0., which will facilitate further
development of this pillar and ease the financial
burden of the Slovenske Zeleznice Group. The
company was established in October 2021, and
the strategic partner finalised its entry into the
Slovenske zeleznice Group in January 2022.

The objectives of the strategic partnership are to
extend the logistics chain from pick-up to delivery,
to establish back-office logistics centres with the
necessary warehousing capacities, and to become
the leading regional logistics group through the
acquisition of companies.

In the fulfilment of its task to serve the public
interest, the Slovenske Zeleznice Group set as
one of its key underlying objectives the strategic
objective of establishing a multimodal range of
mobility services at the national level. The Group
aims to achieve this by connecting the state’s
activities to establish unified, accessible and
efficient public passenger transport and develop
the areas around train stations and stops, and
upgrading those activities by integrating various
types of transport and related train services into
the range of mobility services.

The goals of pillars:

Logistics Passenger PRI

mobility management

The planis to establish mobility services that will
allow passengers to travel by rail and other means
of public transport by providing transfer points
between rail and bus transport and coordinating
the timetables of both types of transport.

In addition, multimodal mobility services will make it
easier and simpler for passengers to complete the
first and last legs of their travel. Park & Ride parking
lots will be arranged at start stations and arange

of electric vehicle hire services will be established,
which will help reduce the use of cars, mitigate the
negative impacts of transport on the environment
and increase Slovenia’s contribution to the
fulfilment of the European Green Deal. By 2025,
we are planning to carry 30 million passengers by
means of combined transport (17 million by train
and 13 million by bus).

Besides developing the mobility pillar, the PRI
management pillar will be improved through the
planned investments in the urgently needed
revitalisation of SZ-Infrastruktura, d. 0.0.’s
machinery for a substantial increase in the
throughput of the railway network, by minimising
traffic disruptions. The new machinery will ensure
significantly better availability of machinery for
maintenance. The costs of outsourced services
will also be reduced through the development of
additional services that we were unable to provide
in the past due to outdated machinery.

Construction Support
activities

Toconnect
logistics services,
logisticsand
freight transport

Toimprove
competitiveness
by teaming up with
companies which
are strategically
linked with SZ EP

To establish
environmentally
friendly mobility
forindividuals

Todevelopan
integrated
transport service

Digitalisation of
services

Management of
integrated public
passenger transport

Development and
revitalisation of the
rail network

Tochange the
system of rail traffic
management

To take advantage
of investmentsin
PRI revitalisation

The leading partner
in superstructure
construction

To build regional
visibility with the
strategic partner

Establishment
of competence
centres

Adequate staffing

Successful
management of
financial assets
and investments
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Successful digitalisation of the Slovenske zeleznice
Group is a cornerstone of the development of all
pillars. Digitalisation takes the form of several key
projects which are being or will be implemented in
all pillars of the Slovenske zeleznice Group.

In the period 2021-2025, three facts will have the
greatest impact on the income statement of the
Slovenske zeleznice Group and its operations: the
entry of a strategic partner, the acquisition of abus
company, and investments in new rolling stock.

When the strategic partner entered the logistics
pillar, a new dedicated company was established,
and its statements will be fully consolidated. The
planned acquisition of the bus company, the
income statements of which will be consolidated
with those of the Slovenske Zeleznice Group
after its 100% acquisition in 2024, will have a
direct impact on operating profit (the acquisition
of a50% stake will be implemented in 2022 and
reflected in participation in the profit of the bus
company). Consent for the acquisition of the bus
company was granted by the Supervisory Board
of Slovenske zeleznice, d. 0. 0., and its founder -
Slovenski drzavni holding, d. d.,in March 2022.

In the period 2021-2025 we are planning
toincrease revenues from contracts with

the government of the Republic of Slovenia.
SZ-Infrastruktura, d. o. 0., concluded a long-term
contract with the Slovenian government, which
will provide funding for the purchase of new rolling
stock for railway-specific purposes.
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By 2025, the planis to achieve EBIT in the

amount of EUR 37 million and EBT in the amount
of EUR 51 million, which is 1 million greater than
normalised EBT in 2020 (excluding the impact of
extraordinary events in 2020: termination benefits,
crisis bonus, cost of material and services to
contain the COVID-19 pandemic, sale of property,
plant and equipment and revenues from state aid).

Group assets willincrease in the period 2021-2025
due to large-scale investments and the acquisition
of the bus company. Slovenske zeleznice

Group investments amount to EUR 1,011 million,

of which EUR 683 millionis accounted for by

new purchases.

In 2025, the net debt of Slovenske zeleznice
Group will be up by EUR 111 million relative to 2020,
chiefly due to new borrowing for the purposes of
investment financing (acquisitions and investment
in the Ljubljana Passenger Centre).

Strategic projects

The greatest structural and organisational changes
are planned in the two most important pillars,
logistics and passenger mobility. The Slovenske
zeleznice Group is emerging from a period of
intensive transformation from a national rail
operator into a regional provider of comprehensive
merchandise logistics and public mobility services.

Strategic projects in the Slovenske zeleznice Group in the period 2021-2025

2021
33 mio EBT ab ent o

2025
51mio EBT

AN NN NN
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Logistics

In August 2021, pursuant to EU law on mergers,
the European Commission approved the
acquisition of joint control over the newly
established subsidiary of Slovenske zeleznice and
the Czech EP Logistics International, a. s. (EPLI),
which is an EPH Group member. The company
established was SZ EP Logistika, d. 0. 0., in which
Slovenske zeleznice, d. 0. 0., has a 51% stake and
the Czech EPLI has a 49% stake. All the activities
associated with the entry of the strategic partner
into SZ EP, d. 0. 0., were formally concluded

on 13 January 2022.SZ EP, d. 0. 0., owns the
companies SZ-Tovorni promet, d. 0. 0., and
Fersped, d. 0. 0. The entry of the strategic partner
resulted in a new holding structure.

In the area of extending the transport routes,

the expected effectis anincrease in revenue.
Customers seek the organisation and provision
of transport services via the longest possible
transport route, enabling shorter delivery times
and greater transport reliability. Here, we will
utilise the network of our strategic partner and
other business partners to ensure the resources
needed (locomotives, traction services, rolling
stock, licences etc.) In the initial phase, transport
routes will be extended in Italy and Hungary, and
eventually on other lines. This will also increase
the utilisation of our own assets in providing
transport services.

Objectives

® o extend the logistics chain from pick-up
to delivery;

® to establish back-office logistics centres with
the necessary warehousing capacities;

® to become the leading regional logistics group
through the acquisition of companies;

® tocreate the mainregional rail operator in the
markets of the Western Balkans, Italy, Austria
and Hungary, and boost the role of the Port
of Koper;
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® toincrease the volume of transport with
new customers;

® toincrease the flows of goods along corridors
for Central Europe (Poland, Czech Republic,
Slovakia and Germany) where EPH is
already present;

® investmentsin rolling stock;

® rapid growth of the scope of SZ-Tovorni promet’s
operations in the region (Austria, Italy, Hungary
and the Balkans) and acquisitions of
logistics companies.

Investments

What is paramount is a suitable train fleet

(in quantity and quality) which will be secured by
purchasing and hiring rolling stock. Currently we
are predominantly using our own locomotives,
whereas wagons are also hired to ensure an
adequate wagon fleet.

The train fleet is in a relatively poor condition
and needs renovating, and we also need to
consider the implications of introducing the
ETCS (European Train Control system) by 2030
and the construction of the second track of the
Divaca-Koper line.

Now that we have a strategic partner, a priority is
to prepare a medium-term business plan that will
include a plan of investments.

Digitalisation

We are digitalising the field within the framework
of the Transport Logistics Information System
(TIS), a digitalisation programme which includes
support, automation and optimisation for all
business process components, along with high-
capacity business analytics systems, and enables
electronic transactions with all stakeholders (rail
traffic managers, transport operators, logistics
operators, customs, end customers) in compliance
with relevant standards.

Passenger mobility

The mission and vision of SZ-Potnigki promet,
d.o. 0., is to provide socially sustainable and
competitive public transport of passengers by rail
ininland, international and cross-border regional
traffic, in terms of both the costs and the quality
of transport, and thus deliver positive company
performance in the long run.

The strategic objective of Slovenske Zeleznice is to
develop SZ-Potniski promet, d. 0. 0., into the central
pillar of public transport in Slovenia and improve the
quality of train services and passenger satisfaction,
establish modern transfer points, increase the
number of passengers carried, increase the market
share of public transport held by rail passenger
transport and, in turn, improve operating results.

The strategic development plan of SZ-Potniski
promet, d. 0. 0., includes the growth of operations in
the area of public transport. Within the passenger
mobility pillar, there are also plans to purchase a
bus company to set up integrated railway and bus
transport services.

The key area that can deliver synergiesis the
coordination of timetables.

Objectives

to be the supporting pillar of integrated public
passenger transport (IPPT) in Slovenia, with
amajority market share of the intercity public
transport market, and thus contribute to a more
environmentally sustainable transport sector;

to offer competitive public rail transport by
providing comprehensive travel services from
the passenger’s home to their final destination,
with safe, reliable and comfortable travel by
railway and the use of other forms of IPPT in
Slovenia and Europe;

toincrease the number of passengers carried by
rail to 17 million (by 2025);

to reduce the costs per passenger carried
by 10%;

® {0 establish the activity of bus transport as a
complementary service for rail transport;

® toraise the market share of Slovenian intercity
public transport to 33%j;

® toreform the sales and marketing policy with a
proactive approach and a range of new services
on trains and stations.

Investments

By the end of May 2022, a call for tenders will
be published for the purchase of 20 passenger
trains. In the following years, there are also
plans to purchase 20 passenger coaches and
four locomotives.

The investments of SZ-Potniski promet, d. 0. 0.,
will also comprise the installation of ETCS
safety devices.

We are planning to develop a range of integrated
door-to-door mobility services through a single
digital platform.

Digitalisation

The digitalisation of operations includes the
introduction of a modern information system for
the sale of tickets with new sales channels and
passenger information systems, specifically by
establishing a modern and user-friendly platform
for travel from home to the destination, which will
allow the user to choose from the various available
means of transport (train, bus, taxi, bicycle, etc.)
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PRI management

As the PRI manager, SZ-Infrastruktura, d. 0. 0., is
facing problems in carrying out the maintenance of
rail infrastructure as a result of outdated machinery.
Most of the machinery used to perform its tasks as
the PRI manager has exceeded its service life.

The outdated track machinery which is employed
to service railway lines often breaks down and
spare parts are hard to obtain. The adverse
situation in the area of machinery is reflected

in slower maintenance of railway lines, longer
intervention times when eliminating faults and
closures, lower throughput capacities of lines, slow
driving, longer travel times, etc. In light of the above,
the majority of existing machinery needs to be
replaced by 2030.

Functional and adequately equipped track
machinery for the maintenance of railway lines is a
basic requirement, and essential for safe and well-
regulated rail transport.

Objectives

® adjustments to the 2020-2050 rail infrastructure
development project;

® revitalisation of machinery, which will have a
positive impact on the environment in terms of
less noise, reduced CO, emissions and lower
consumption of fuel and lubricants;

® to obtain new machinery to ensure at least 80%
availability of machinery for maintenance;

® overhauling the organisational and
employee structure;

® acquisition of shunting services at
marshalling yards;

® digitalisation of traffic management and
maintenance processes;

® provision of alarger range of services which
are presently being hired on the market due to
outdated machinery with low availability;

30

® our own development of additional services
that we have not provided so far due to
outdated machinery;

® reducing the cost of outsourced services.

Investments

In the period 2021-2025, SZ-Infrastruktura,

d.o.o., willinvest primarily in the purchase of new
rolling stock for dedicated railway purposes. The
investment will be financed with development funds
from PSO and with SZ-Infrastruktura’s own funds
(purchasing period 2022-2025).

Digitalisation

A key priority is the timely implementation of the
digitalisation programme, Operation of Public Rail
Infrastructure (OIS), which comprises an integrated
information system for the management of rail
traffic (iISUP), an integrated IT system for path
management and timetable construction with
inbuilt optimisation (2022-2023), the automation

of billing PRI usage services (2021), and electronic
operations compliant with regulations TAF TSl and
TAP TSI (2021-2023). This will establish amodern
information system for the management of rail
traffic which will be integrated with signalling safety
systems, the timetable construction system and the
PRI asset management system (EAM).

Another priority is the introduction of SAP-
Maximo, an integrated information system that

will support all the basic processes involved in the
maintenance of infrastructure and fixed assets, and
all support functions.

Construction

SZ-ZGP Group is the leading company in Slovenia
that performs construction of the superstructure

of rail infrastructure. Applying its many years

of experience, the company performs all

major maintenance works on the existing rail
infrastructure. It is the national leading partner,

and is actively involved in the development and
construction of a new rail infrastructure. It keeps
abreast of developments in advanced technologies
and equipment.

Objectives

® to extend the concession for the quarry at Verd
(Kamnolom Verd, d. 0. 0.);

® to obtain a concession for Kamnolom Verdinits
expansion area;

® {0 link with the strategic partner and achieve
regional visibility.

We are planning to purchase the remaining stake
in SZ-Zeleznisko gradbeno podijetje, d. d., and link
with a strategic partner to enter foreign markets.
In addition to extending the existing concession
agreement it is vital to obtain a concession for the
expansion area of Kamnolom Verd.

Support activities

The pillar of support activities includes the
following companies: Slovenske zeleznice,
d.o.0., as the controlling company, SZ-VIT, d. 0. 0.,
SZ-ZIP Group, Prometniinstitut Ljubljana, d. o. 0.,
and SZ-Zelezniska tiskarna Ljubljana, d. d., all

of which carry out transport-related activities

to complement the operation of other pillars

with supporting business services, real estate
management, rolling stock maintenance, R&D
activities, facility maintenance, cleaning, security
and printing.

The main tasks of the controlling company
Slovenske Zeleznice, d. o. 0., include the reliable,
high-quality and cost-effective performance of
centralised business support functions (finance,
accounting, IT, HR, etc.), efficient real estate
management and the disposal of assets not
required for business purposes.

SZ-VIT, d. 0. 0., carries out important support
activities by ensuring high-quality services in
the area of maintenance, traction and technical
wagon inspection, all of which help increase
the availability and reliability of rail vehicles,
and the competitiveness of vehicle owners.
SZ-VIT carries out marketing activities to boost
company visibility, and strives to increase the
value of sales in EU markets, foster development
and ensure a comprehensive service in the
area of rail vehicle maintenance, traction and
technical wagon inspection with higher added
value. Given the nature of the services, traction
and technical wagon inspection activities will
be carried out largely in the domestic market,
whereas the services of rail vehicle maintenance
will be marketed with increased intensity in the
international European market. We will improve
the company’s visibility and reputation while
also investing in new developmental solutions,
technology and staff.
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SZ-ZIP, storitve, d. 0. 0., operates as a sheltered
employment company with the primary aim of
developing ancillary services suitable for the
employment of workers who due to reduced
physical capacities are no longer able to carry out
their basic duties, i.e. who due to their reduced
physical capacities cannot be reassigned to other
jobs at Slovenske zeleznice Group companies
without adequate training. It provides companiesin
the Slovenske zeleznice Group with the servicing
required in the area of facility management

and maintenance, facility and rolling stock
cleaning, physical and technical security, road
vehicle management and servicing, substitute

bus transport, personnel transport and courier
services, sheltered workshops and trade services.

Prometni institut Ljubljana, d. 0. 0., is an institute
of transport which engages in research and
development projects in the area of transportin
the broadest sense of the word, with an emphasis
onrail transport, primarily consisting of research
and development in the fields of transport
technology, transport infrastructure and transport
IT, transport economics, legislation and the drafting
of investment documentation. The company’s
operational advantages are its interdisciplinary
professional and development studies, where an
R&D problem is studied on the basis of combined
expertise in transport technology, civil engineering,
informatics, electrical engineering, economy,
geography, infrastructure siting and law.

The core activity of SZ-Zelezniska tiskarna
Ljubljana, d. d., is all printing and bookbinding
work, and the distribution of final products.
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Objectives

® Slovenske zeleznice, d. 0. 0., directs, finances
and controls all digitalisation projects in the
Slovenske zeleznice Group, provides all support
functions (IT, finance, accounting, HR services
etc.) andis responsible for the strategy of
developing the Slovenske Zeleznice Group;

® toincrease the availability of rolling stock and the
utilisation of employees on the rolling stock at
SZ-VIT,d.0.0;;

e S7-ZIP, storitve, d. 0. 0., will continue to carry
out services that can be performed by disabled
employees and other workers with reduced
capacity for work;

® Prometniinstitut Ljubljana, d. o. 0., will serve as
a generator of know-how within the Slovenske
zeleznice Group, and a coordinator between
the Slovenske zeleznice Group and national and
European institutions in the field of legislation,
guidelines and development trends.

Investments

The paramount investment is the construction
of anew bus station within the LPC and the
digitalisation of operations.

Digitalisation

In terms of support activities, digitalisation
programmes will help improve the efficiency of
rolling stock maintenance processes, increase the
availability of rolling stock (asset management),
optimise the driving hours of train drivers relative
to their total working hours and increase the daily
distance travelled.

These programmes will furthermore upgrade
the system of human capital management, the
management of operational efficiency and the
digitalisation of document and archive systems.
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KEY RESULTS OF THE GROUP

Business environment

Economic environment

After the sharp decline in GDP (gross domestic
product) in 2020, GDP quickly recovered in 2021
with a growth of 8.1%, exceeding the level before
the COVID-19 pandemic. IMAD’s spring forecast
projects economic growth of 4.2% in 2022 and
3.0%in 2023.

Following the decreased growth in 2020, the
growth of investment in fixed assets resumed

in 2021 (12,3%), which is primarily the result of
favourable trends in investment in machinery and
equipment. The high prices of raw materials and
limited supplies of construction material affected
the fluctuation of investment in construction.
However, the increased drawing on EU funds
played arole in the fact that construction
investmentsin rail infrastructure in 2021 were at
arelatively high level relative to the previous years.

The uncertainties related to the disruptionsin
supply chains and the prices of raw materials
in the international environment affected

the monthly fluctuations of export and import
activities in Slovenia. Nevertheless, the growth
ininternational trade was highin 2021and
exceeded long-term averages.

The key factors contributing to inflation, alongside
economic recovery, included higher energy prices
and problems in supply chains. Average growthin
2021amounted to 1.9%. The rising prices of energy
products, food, services and non-energy industrial
goods will cause inflation in 2022 to approach
6.4%, but in 2023 its rate is expected to level

off at 3.2%.
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Business services environment

Despite the restrictive conditions caused by the
pandemic, the year 2021 was quite varied and
dynamic for the railway sector, as it had been
declared the European Year of Rail. Rail transport
was the subject of special attention throughout
the celebratory year, and its aim was to encourage
and promote the use of railways as a safe and
sustainable means of transport. Slovenske
zeleznice was happy to join the activities with

the desire and aim to restore the railways’ role

as adriver of development, a convenient choice
for users and, most importantly, the future and
backbone of sustainable transport planning. The
leading initiative of the European Year of Rail was
the Connecting Europe Express train, which also
made a stop in Slovenia. The train travelled through
26 European countries, raising awareness of the
connecting power of the railways and the benefits
of train travel, while also hoping to highlight the
challenges and obstacles which still complicate
EU train travel. The initiative of the European
Commission, which also partnered with Slovenske
zeleznice, received considerable attention from
the media, political community and general public,
which accomplished its basic aim.

Investment challenges

The fiscal year 2021 was full of challenges for the
Slovenske zeleznice Group. Despite the improving
economic situation, 2021 was marked by numerous
infrastructure works, in particular the protracted
closure of the Karavanke Tunnel and the Jesenice
border crossing. Infrastructure restrictions and the
resulting freight detours through bypass routes led
to the loss of some business in freight transport.

In passenger transport, train services were
adjusted to comply with COVID-19 containment
measures, and the impacts of the pandemic were
reflected for the second year in arow in the number
of passengers carried, which was lower than
before the pandemic.

The European Year of Rail was also an opportunity
to assess the current situation in rail transport
and define the future tasks of the rail sector to
improve its services for users. The activity and
diversity of 2021 will undoubtedly help accelerate
the modernisation of railways, the financing

of which has been overlooked in Sloveniain
recent years. Slovenske Zeleznice is aware of

the great significance of developing and building
rail connections for the competitiveness of the
economy and the achievement of European
climate targets, which is why it welcomes the
promising forecasts of accelerated investment

in rail infrastructure.

Human resources environment

As the economy recovered, the situation in the
labour market improved; by the end of 2021,
employment rose further, reaching the highest
levels so far. Strengthening employment in 2021 led
to anincrease in government spending. Likewise,
households intensively channelled the savings they
generated during the pandemic into consumption
and thus saved less.
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Challenges of the natural
environment

The declaration of the European Year of Rail

was not a coincidence - it was a logical upshot

of adopting the Green Deal, which binds the
European Union to become climate neutral by
2050, a goal which is to be achieved with support
from the railway. Accordingly, one of the central
themes in 2021 was the Fit for 55 climate and
energy package, which aims to improve European
legislation so that the EU can be more efficient

in achieving the set climate targets. The new
policy framework will have an effect on a number
of economic sectors, including transport, where
carbon pricing, taxation of energy, sustainable
fuels and emission standards are meant to reduce
the dependence of the sector on fossil fuel.
Current green European policies are welcomed
by Slovenske zeleznice, as we strive to make a
contribution towards greater synergies in this
context and maximize their overall effects on the
climate measures and sustainability ambitions of
Slovenia and the EU.

At the end of the year, the European Commission
also proposed a package of measures for efficient
and green mobility, which includes a number of
positive prospects for railways in the proposed
revision of the trans-European transport network
(TEN-T) regulation, and the proposed action plan
to boost cross-border rail services. Both proposals
will help strengthen the priority role of the railway,
build the capacity and interoperability of rail
freight transport, improve the capacity of the rail
passenger transport network, and provide more
equality of competitive conditions for all types of
transport. The demands of European transport
policy for the establishment of a more unified
European transport network are embraced by
Slovenske zeleznice, being aware of the fact that
European policies bring better conditions for an
effective, more closely connected and functional
internal EU market, and thus greater resilience of
the sector and its operations.
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There is an increasing awareness that the

rail sector plays a major role in the green
transformation of the European Union, and also
that it is one of the sectors that were most severely
hit by the pandemic. In this spirit, a round table
was held at the end of the year to discuss how rail
can help achieve a more successful economic
recovery. It was prepared in collaboration with the
Slovenian Ministry of Infrastructure and Slovenske
zeleznice by the Community of European Railway
and Infrastructure Companies (CER). The main
emphasis of the debate was that the recovery
should go hand-in-hand with the transition towards
sustainable and innovative mobility, and that the
crisis should be used for a new leap forward in

the development of the rail sector. In this context,
itis crucial to increase the share of rail freight

and passenger transport, especially from the
point of view of decarbonisation, which is why
Slovenske zeleznice supports all the activities that
simultaneously promote the sector.

Slovenske zeleznice Group companies made a
commitment, in accordance with the adopted
Environmental Policy, Energy Policy and the

Code of Conduct of the Slovenske zeleznice
Group, to meet the statutory requirements

relating to energy use, environmental protection
and sustainable development. In 2021, Slovenia
adopted 10 pieces of regulation which relate to
environmental protection and have an effect on
the environmental management system of the
Slovenske zeleznice Group, most importantly

the Decree on Packaging and Packaging Waste
Handling, and the Decree Amending the Decree on
Green Public Procurement. A list of all the changes
is included in the Joint Report on the Operation

of the Environmental Management System in
Slovenske zeleznice Group Companiesin 2021.

The Central Corporate Office for Internal
Development, Quality and the Environment directs,
monitors, coordinates and controls the fulfilment
of statutory requirements in the processes or

activities of Slovenske zeleznice Group companies.

Performance by pillar @

Logistics

At the end of 2021, the logistics pillar included the
following companies: SZ EP, d. 0. 0., SZ-Tovorni
promet Group, Fersped, d. 0. 0,and VV-LOG, d. o. 0.

In the fiscal year 2021, the logistics sector was
marked by the strategic partnership, which will be
used in the future to develop new comprehensive
products on longer lines and enter new markets.

The operation of SZ-Tovorni promet, d. 0. 0.,

was affected substantially by the condition of the
rail infrastructure in Slovenia and neighbouring
countries. The numerous infrastructure works
and closures prompted us to prepare alternative
logistic solutions with detour routes. The planned
and unplanned closures not only affected the
fulfilment of contractual obligations, but also
decreased the quality of services and increased
the costs.

Moreover, the operations of competitive transport
operators on the Slovenian market strengthened in
2021, whichis seenin the decline in market share.

After the fall in economic activity due to recession
trends and the effects of the COVID-19 pandemic,
the European economy gradually recovered in
2021, which was positively reflected in the logistics

sectorin the increased international trade in
goods, and consequently, in our transport.

In 2021, SZ-Tovorni promet Group transported
18.9 million tonnes of freight and travelled
4,756.5 million net tonne-kilometres, which was
1.4% more freight and 2.4% more net tonne-
kilometres than in 2020 (18.7 million tonnes

of freight transported and 4,663.8 million net
tonne-kilometres travelled).

In terms of wagon consignments, inland transport
of scrap metal, wood, farming products, petroleum
products, iron and steel, machines, containers and
chemical products was down relative to 2020. In
international transport, there was a decrease in the
transportation of farming products, coal, sand and
aggregates, paper and cellulose, wood, chemical
products, fertilisers and food products. A rise was
seenin the transport of ore, petroleum products,
RolLa, iron and steel, scrap iron, cars, building
materials and machines.

Transport for the needs of the Slovenian economy
(inland transport, imports and exports) was up

by 3.3% relative to the previous year, while transit
transportincreased by 0.2%.

Goods transported' (thousand tonnes) 2021 2020 Index
Goods transported
inland transport 1,0938.2 1,1131 98.2
international transport 17,8321 17,553.3 101.6
Total 18,925.3 18,666.4 101.4
TIncludes unconsolidated quantities
Volume sold (million NTKM) 2021 2020 Indeks
Volume sold in Slovenia 4,596.4 4,490.5 102.3
Volume sold abroad 159.9 153.3 104.3
Total 4,756.3 4,643.7 102.4
8GRI102-15
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Changes on the logistics market prompted some
adjustment in Fersped, d. 0. 0. The company’s
core activity is the organisation of comprehensive
and global logistics services in road, rail, maritime
and air transport, and transhipment warehousing
and customs clearance services. The company’s
performance in 2021 was impacted by price
fluctuations and unstable cooperation with
stakeholders on the maritime market.

In the breakdown of operating revenues from the
organisation of comprehensive and global logistics
services, the greatest share fell to road and rail
logistics. The majority of transhipments of goods
from containers to goods vehicles took place in
the customs warehouse in Koper. Road groupage
transport between Italy and Slovenia and between
Turkey and Slovenia via the warehouse in Nova
Goricaalso accounted for a significant proportion.
Transport from ltaly still accounted for the majority
of direct road transport.
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We organised the transport of 30 new passenger
trains from Poland to Slovenia in 2021.

Warehousing services comprised the loading
and unloading of containers at our transhipment
warehouses in Koper and Nova Gorica, and since
September 2021, also in Ljubljana.

The customs services of VV-LOG, d.o0.0.,are a
major source of revenue within the logistics pillar,
which provides us with the important advantages
of being well acquainted with customs legislation
and actively following all changes to customs
procedures. Additionally, the successful provision
of customs services is possible due to the increase
in the customs guarantee for imports.

Passenger mobility

In the year that followed the pandemic-dominated
2020 and the many restrictions on public transport,
SZ-Potniski promet, d. 0. 0., recorded the trend of
resumed growth in passenger numbers, progress
in digitalisation and the accessibility of broadband
services on trains, and continued the essential task
of rolling stock renovation.

Despite the restrictions imposed on public
transport as a result of COVID-19 containment
measures and the restrictions in transport

services caused by the multitude of works on rail
infrastructure, 11.9 million passengers were carried
in 2021. A total of 3.7 million more passengers
travelled by train than in 2020. The discontinuation
or reduced scope of remote training, the lifting of
safety measures in many industries, less work from
home and the smooth operation of public transport
contributed to the growth of passengers carried by
inland transport.

2021 2020 Index
Number of passengers carried
(in thousand) 11,860.4 8,151.0 145.5
*inlandtransport | nswe7| 77849 1480
*internationaltransport | v rd 61| 933

Proportion of passengers carried by operator
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In the sphere of mobility, we are upgrading IPPT

in collaboration with the Ministry of Infrastructure.
In addition to free IPPT passes for pensioners

and seniors over 65, we offered new special

IPPT deals to our passengersin 2021, including
simplified passes for secondary and tertiary
education students, a 75% discount on weekend
fares and single family passes for weekend travel.
Consequently the volume of passenger kilometres
was up in 2021.

2021 2020 Index
Passenger kilometres (in million) 541.8 396.9 136.5
inlandtansport | a0l 3249|511
*intemationaltransport | ! so8| 7| 706

Ininternational transport, we teamed up with the
rail administrations of neighbouring countries to
design new favourable offerings for passengers
and established two new direct connections. In
June 2021, adirect line connecting Vienna and
Trieste was relaunched, passing through Maribor,
Celje and Ljubljana. In December 2021, trains
started running on the route Ljubljana-Graz-
Gyor-Budapest and back.

Volume sold - train kilometres

1,000,000 ----===-omsssenomessnoone oo

800,000

600,000

train km

400,000

200,000

Jan Feb Mar Apr May

B 2021 W 2020

Contract value 2021

42

The PSO (public service obligation) in the inland
and cross-border regional transport of passengers
by rail for the 2020/2021 timetable period covered
629 train paths, including 530 train pathsin inland
rail transport and 99 train paths in the territory of
Sloveniain cross-border regional rail transport with
Austria, Hungary, Croatia and ltaly.

Jun Jul Aug Sep Oct Nov Dec

In 2021, the Slovenske Zeleznice Group continued
to renovate its train fleet to facilitate a better travel
experience for passengers and a reduced impact
on the environment by means of 14 new modern
electric single-deck FLIRT trains. By the end of
2021, the timetable included 19 new passenger
trains (five diesel passenger trains had been
delivered by the end of 2020). The purchase of
new trains and their deployment in transport has
allowed us to replace our longest-serving rolling
stock. New passenger trains increased the quality
of our services significantly - the new passenger
trains are more spacious and comfortable, able

to carry bicycles and adjusted for persons with
impaired mobility, having low floors and accessible
toilets. The new passenger trains are also
equipped with additional features for passenger
comfort such as timetable displays, Wi-Fi network,
voice announcement of stops and more, and they
are protected with ETCS security cameras.

In January 2022, our service was further enriched
with ten new double-deck electric KISS trains, two
diesel FLIRT trains and one single-deck electric
FLIRT train. Fourteen more diesel FLIRT trains and
six more single-deck electric FLIRT trains will start
running by October 2022. By using new, modern
and energy-efficient trains in transport we are
making an important contribution to environmental
protection and the quality of Slovenske Zeleznice
passenger transport services and overall public
transportin Slovenia.

A great emphasis is also given to the development
of multimodality (the option of bike and electric
car sharing for passengers travelling by rail). Bike
hire, bicycle sheds and bicycle parking areas

are already available to passengers at large train
stations. Most frequently, we work with local
communities and the PRI manager to provide
these services.

We are also preparing services such as electric
bike and car hire, charging for private electric
cars and parking at P+R hubs at the sites of

train stations, and the integration of the use of
these services with rail transport. A particular
challenge in establishing anintegrated service is
to coordinate activities and negotiate agreements

with local communities, government institutions
in the transport sector and strategic partners
for the provision of services that complement
rail transport.

PRI management

For SZ-Infrastruktura, the fiscal year 2021 was
characterised by numerous infrastructure works,
upgrades to lines and other investment projects
which are crucial to the improvement of the

rail infrastructure.

PRI maintenance

Carrying out maintenance work on the PRI
preserves the normal operational capacity

of PRI elements and ensures traffic safety. In

2021, we maintained railway stations and stops,
monitored the condition of the PRI, and carried

out inspections and measurements of facilities in
accordance with the applicable regulations. Within
the scope of maintenance work, we performed the
stipulated monitoring of individual subsystems,
ensured the serviceability of lines and tracks in

the event of natural and other disasters, and kept
the required registers and records on individual
PRI components.

The maintenance of signalling safety systems
enabled the safe and orderly performance of rail
transport. The stable operation of electrical power
installations ensured the continuous transmission
of electricity from the public distribution network
to electric tractive vehicles and for other purposes.
Efficient and safe management of rail transport
was ensured through maintenance and the timely
repair of any faulty telecommunication devices
and systems.
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PRI renewal

In the scope of PRI renewal, we repaired

and renewed individual PRI subsystems or
components, without changing their mode of
operation or intended purpose. The renewal of the
PRI was carried out in accordance with the annual
implementation and financial plan commissioned
by the Ministry of Infrastructure, and in line with
current standards, norms and regulations. Work
that could not be carried out using our own
available capacities was outsourced to external
contractors in accordance with the Public
Procurement Act.

PRI operation

In terms of PRI operation, all tasks deriving from
the public service obligation of traffic control and
the tasks directly associated with that obligation
were performed.

On the basis of the adopted and approved
2021/2022 rail network timetable, the activity of
PRI operation consisted of coordinating, managing
and regulating train traffic at service points,
ensuring the security of train paths, shunting paths
and level crossings, managing train paths, charging
user charges and assessing the punctuality of
trains with respect to their allocated train path
within the established performance regime.

Management of PRI

PRI management included the marketing of PRI
services, in particular the marketing of land,
advertising space on PRI, apartmentsin PRI
facilities and stations, the telecommunications
system, the creation of easements, and the sale
of unused PRI materials. PRI management also
included the management and keeping of records
for land owned by the Republic of Slovenia - PRI,
filing land register applications, and the issue of
guidelines and approvals for work in the protected
area of the track bed.
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Key projects

Public transport was re-established on the
Grosuplje-Kocevje line in 2021. Work on the
project called the “Safety technical upgrade to
the Karavanke tunnel” was completed. Within

the project designated the “Upgrade to the main
railway line Ljubljana-Jesenice-state border”, we
formally delivered the renovated line along with all
the renovated stops for resumed operation.

In April 2021, 2TDK, d. 0. 0., started the
construction of the second track between Divaca
and Koper, which will have a significant effect on
improving the competitiveness of the Slovenian
transport route.

The Ljubljana-Brezovica section of the line is being
upgraded, the construction of facilities and the
modernisation of the railway hub on the Maribor-
Sentilj section was continued, and upgrades to
some other individual sections have been started.

Our investment projects are carried out to maintain
the normal availability and serviceability of railway
lines, and the appropriate safety of rail transport
without major incidents, to protect the health of
our employees and to ensure the uninterrupted
operation of all subsystems.

“Construction of parking spaces for bicycles at the
sites of railway stations in Slovenia in 2021” was

a project that involved building or equipping 18
stations and stops with canopied parking racks and
racks on platforms. This increased the number of
parking spaces for bicycles at the sites of railway
stops and facilitated more appropriate and safer
parking of bicycles.

As regards strategic digitalisation projects, we
continued to introduce specific applications for
the management of line assets with a connection
to the business information system. Project design
documents were prepared for the investment
inan IT system for rail transport operation,
including updated solutions for the construction
of train paths.

Contract with the Slovenian
Infrastructure Agency

We signed a ten-year agreement with the
Slovenian Infrastructure Agency (DRSI) in 2021

on the provision of PRI manager services for the
period from 1January 2021to 31 December 2030,
which serves as a framework that will provide
funding for the maintenance, renovation, operation
and management of public rail infrastructure.

This will enable the alignment of technical
and financial planning for more effective and
rational operations.

Construction

2021 was a successful year for the pillar of
construction as a vital part of Slovenske zZeleznice
Group’s structure. Besides pursuing and delivering
the goals set, 2021 saw, in comparison with

the previous year, arecord level of investment

in technological equipment, increasing our
competitiveness primarily in the domestic

market, as well as foreign markets. In terms of our
construction activity, technological development
is a vital factor of maintaining competitiveness,

so we strive to reinforce our position with positive
operating results.

2021 2020
CAPEX (EUR thousand) 5,792 4,012
CAPEX/EBITDA (%) 75.6 39.8

SZ-ZGP Ljubljana, d. d., performs a specific activity,
since it only has two customers for works on the ralil
infrastructure: the PRI manager - SZ-Infrastruktura,
d.o. 0., for maintenance works and DRSI for
investment projects.

Kamnolom Verd, d. 0. 0., manages the quarry and
supplies rock aggregates. Its business depends
directly on the trends in the construction industry.

Key projects

We managed to complete the works on the Kranj-
Jesenice railway line despite the tight deadlines to
re-establish rail transport on this section for freight
and international passenger trains.

In the second half of the year, we launched works
within the project “Arrangement of the Pragersko
railway hub and the accompanying railway station”,
which in terms of value was one of our largest
business transactions in 2021 and willremain soin
2022. The works will be completed in July 2023.

In 2021, we also participated in the Croatian project
“Upgrade of the Rijeka Port infrastructure - Zagreb
Pier container terminal” (POR2CORE-ZCT).

A portion of the project was technically accepted in
2021, which includes the part of HZ Infrastruktura,
d.o.o0.,and the track devices of Lu¢ka Uprava
Rijeka. In 2021, we took on a new project in Croatia,
“Repair works on section 62D Donje Drazevo on
the M202 Zagreb GK - Rijeka line” (Radovina
sanaciji usjeka 62D Donje Drazevo na pruzi M202
Zagreb GK-Rijeka).
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Revenues by activity

EUR thousand 2021 2020
Net sales revenue 56,545 71,168
~ofwhich:abroad | 7755 11061
‘Revenues from the performance of the core activity | 51526 66,627
‘Revenuesfrom the sale of rock aggregates | 3654| 2645
‘Revenuesfromthesaleofgoods | 4aes| 1347
‘Revenuesfromotheractiviies | swo| 549

Support activities

In 2021, support activities delivered high-quality
and cost-effective services mostly to companiesin
the Slovenske zeleznice Group.

In accordance with the strategy of Slovenske
zeleznice, digitalisation programmes were also
continued in the area of support activities, with the
Group being well aware how important the success
of digitalisation is for the development of all its
pillars (for details see chapter Intellectual capital).

Slovenske zeleznice, d. 0. 0., generated a
significant proportion of its revenues (70.4%)

with revenues from the support services of the
head office (charged to all companies of the
Slovenske zeleznice Group on the basis of SLAS).
Revenues from the management and marketing
of real estate (rent from storage premises, land
and advertising space, rent from non-profit flats,
and rent from holiday homes, workers’ hostels
and other buildings) and revenues from the sale of
real estate accounted for 19.6% of total revenue.
The remaining revenue predominantly came from
mutual transactions conducted with companies of
the Slovenske zeleznice Group.

SZ-VIT, d. 0. 0., provided customers with services
that ensured the availability and reliability of their
train fleet, and safe and a competitive freight

and passenger transport service. The company
carried out the maintenance of rolling stock
(maintenance of railway vehicles and repairs, and

46

the manufacture of components and spare parts)
largely for Slovenske Zeleznice Group companies
(76.2%). For other customers at home and abroad
(23.8%) with owned or leased railway vehicles,
the company mostly repaired wheelsets, and
maintained freight wagons and locomotives. The
activity of traction (performance of train traction
and shunting according to pre-planned rosters
for tractive vehicles and engineering staff) and
technical wagon inspection (monitoring of the
technical condition and equipment of unpowered
rolling stock, and monitoring of their operationin a
train) was carried out by the company exclusively
for SZ-Tovorni promet, d. 0. 0., and SZ-Potniski
promet, d.o.o.

In 2021, SZ-ZIP, storitve, d. 0. 0., continued to
manage buildings, perform cleaning of exterior and
interior spaces and the rolling stock of Slovenske
zeleznice, manage and maintain holiday unitsin
Croatia, maintain the security of buildings, etc.

Its operating revenues increased chiefly from
landscaping services.

Prometniinstitut Ljubljana, d. o. 0., actively
participated in various international projectsin
2021. It organised an important international
conference in Ljubljana, entitled Green and Digital
Transformation of Rail Corridors.

The core activity of SZ-Zelezniska tiskarna
Ljubljana, d. d., is all printing and bookbinding work,
and the distribution of final products. The company
generated its largest market share through the
printing of timetable charts when the new
timetable was released, paper tickets, publications
and brochures, forms and other graphic

products, primarily for the needs of SZ-Potniski
promet, d. o.o.

Operating revenues and expenses (VOLUME internal : external)
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FINANCIAL PERFORMANCE

OF THE GROUP?

Performance
indicators

Economic recovery in 2021 led to the improvement
of the key performance indicators of the Slovenske
zeleznice Group. In 2021, EBIT amounted to

EUR 34,099 thousand, anincrease of EUR

18,303 thousand relative to 2020. EBITDA and
added-value per employee were up by EUR
22,700 thousand and EUR 1,444, respectively,
while the number of employees was down by 173
at the end of 2021.

ROE, as one of the indicators set out in the criteria
for measuring the performance of companies
with capital assets of the state (Slovenski drzavni
holding), amounted to 5.2% in 2021, an increase of
3.2 percentage points relative to 2020.

Performance indicators - Slovenske zeleznice Group
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ROE

ROCE ROA

Slovenske Zeleznice Group

Slovenske Zeleznice, d. 0. 0.

Financial indicators Unit 2021 2020 Index 2021 2020 Index
EBIT - operating profitorloss | EUR
thousand 34,099 15,796 215.9 -5,083 -16,125 31.5
EBITDA EUR
thousand 83,772 61,072 137.2 -2,266 -14,182 16.0
Net profit EUR
thousand 29,321 10,919 268.5 1,431 -14,213
Operating efficiency ratio 1.067 1.030 103.6 0.819 0.618 132.5
EBIT as a proportion of
revenues % 6.3 2.9 213.7 -221 -61.7 35.7
Proportion of operating
revenues accounted for by
revenues under contracts with
the Slovenian government % 39.2 38.2 102.6 0.0 0.0
Return on equity (ROE) % 5.2 2.0 258.6 0.3 -3.0
Return on assets (ROA) % 2.9 1.1 2671 0.2 -20
Financial liabilities/equity ratio 0.252 0.318 78.2 0.544 0.497 109.6
Value-added per employee EUR 50,766 49,322 102.9 37,770 11,674 323.5
Net financial debt/EBITDA ratio 0.2 2.2 9.1 -37.6 -74
LIST OF INDICATORS:
EBITDA = EBIT + amortisation + depreciation
EBIT = operating revenues - operating expenses
Net profit or loss = pre-tax profit or loss - corporate income tax
Operating efficiency ratio = operating revenues/operating expenses
Value-added per employee = difference between operating revenues and the sum of the costs of goods, materials and
services, and other operating costs per average number of employees based on hours worked (Slovenske Zeleznice
Groupin2021:6,427.64in 2020: 6,723.81; Slovenske Zeleznice, d. 0.0.,in 2021: 356.37,in 2020: 400.56)
ROE = net profit or loss/average equity
ROA =net profit or loss/average assets
Net financial debt of the Slovenske Zeleznice Group = financial liabilities - cash and cash equivalents
Net financial debt of Slovenske Zeleznice, d. 0. 0. = financial liabilities - cash and cash
equivalents - current and non-current financial receivables
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Main items of the profit and loss statement and statement of financial position

Items from the statement

Slovenske Zeleznice Group

Slovenske Zeleznice, d. 0. 0.

of profit or loss

EUR thousand 2021 2020 | Index 2021 2020 | Index
Operating revenues 542,798 537,269 | 101.0 23,048 26,132| 88.2
Transportrevenues | i5080|  156105| 1058| of o| oo
‘Revenuesundercontractswith | | | | | |
the Slovenian government 212,654 205,071 103.7 0 0 0.0
Otheroperatingrevenues | 164964|  176003| 937|  23048| 26132| 882
Operatingexpenses | 508609| 521473 o76| 28131|  42,257| 666
esmA | sa772|  elor2| 1372|2208 14182| 160
‘Eamingsbeforeinterestand | | | | | |
taxes (EBIT) 34,099 15,796 | 215.9 -5,083 -16125| 315
Pre-taxprofitorloss (EBT) | 32586 - 13ot| 2342| 1443 1a218|
Netprofitorloss(€) | 29321 - 0919|2685  1431| 14213
Statement of financial

positionitems 31December | 31 December 31December | 31 December

EUR thousand 2021 2021| Index 2021 2021 | Index
Assets 988,974 1,008,213 | 98.1 724,682 716,619 | 101.1
Equty | 576332|  548275| 1051|  462782|  461433| 1003
Financialliabiities |  145000|  17448t| 831 251971|  229.213| 1009
* non-urrentfinancialliabilites | 106935|  130163| s22| s2719|  103677| 798
© ourrentfinancial labilities | 23320| 23g19| o79|  1es913| 125.121] 1350
* non-currentleaseliabilities | 8650| 13804 627  283|  sa9| si1
 currentleaseliabiies | 6086| 6695 909 s6| 66| 848
Netfinancialdebt |  17g808| 132013 135| 85102|  105284] 808
Currentoperatingreceivables | 303425  2e1717| 159 35589 35964| 99.0
Currentoperatingliabiities | 126182|  120988| o971 6144| 21206| 290
Investments | 131230|  s59348| 2211] 3885|  2737| 1419
KEY:

EBITDA = EBIT + amortisation + depreciation

Pre-tax profit or loss = EBIT + net finance income/costs

Net profit or loss = pre-tax profit or loss - corporate income tax
Net financial debt of the Slovenske Zeleznice Group = financial liabilities - cash and cash equivalents
Net financial debt of Slovenske Zeleznice, d. 0. 0. = financial liabilities - cash and cash equivalents - current and non-current financial

receivables.
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Profit or loss

EUR thousand 2021 2020 Index
Operating revenues 542,798 537,269 101.0
Operating expenses 508,699 521,473 976
Operating profit or loss 34,099 15,796 215.9
Finance income 1,866 3,317 56.3
Finance costs 3,379 5,202 65.0
Net finance income/costs -1,513 -1,885 80.3
Pre-tax profit or loss 32,586 13,911 234.2
Current tax 3,829 3,029 126.4
Deferred taxes -564 -37
Net profit or loss for the accounting period 29,321 10,919 268.5
Slovenske zeleznice Group
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Revenues Logistics
Operating revenues of Slovenske Zeleznice Grou
P 9 P EUR thousand 2021 2020 Index
Goods transported (in thousand tonnes) 18,925.3 18,666.4 101.4
Revenues under contract with Operating revenues' 199,248 192,235 103.6
Transport revenues /7 the Sloveniangovernment e 1— -----------------------------------------------------------------------------------------------------------------
304% ) 89.2% ransportrevenues' ol Maer) o M8eser| 1011
Other operating revenues' 57,751 52,268 110.5
"unconsolidated values
In the logistics pillar, unconsolidated net sales
revenue amounted to EUR 183,479 thousand
(EUR 175,180 thousand in 2020). The absolute
. . , highest increase was seen in revenues on the
The operating revenues of the Slovenske zeleznice . .
. . foreign market (by EUR 5,203 thousand), while
Group were up by 1.0%relative to the previous revenues on the domestic market rose by 13.3%
year and amounted to EUR 542,798 thousand YIS
(EUR 537,269 thousand in 2020). The greatest
grovyt_h oflrevenues was seeninthe passenger Passenger mobility
mobility pillar, mostly as a result of higher revenues
/ under contract with the Slovenian government and EUR thousand 2021 2020 Index
O h H . .
ther operating re";gﬁz transport revenues in the domestic market. Number of passengers carried (in thousand) 11,860.4 8,151.0 1455
Operating revenues 117,985 99,354 118.8
Operating revenues by strategic activity 2021 2020 Index Contracts with the Slovenian government 79,353 70,020 113.3
EURthousand Transport revenues 28,808 20,910 137.8
SZEP,d.o.o0. 0 /2 1 s
Smomoemeeoee i NSNS ASNS A Other operating revenues 9,824 8,424 116.6
SZ-Tovorni promet Group 172,560 170,289 101.3
Logistics =  rrormmmmmmmmommmmommoe oo oo o oo oo oo oo oo o o o s
__lfje_[S_i_p__e_gli d oo ] 21159 ______ 18238 ________ 1160 Transport revenues in inland rail transport were Other revenues in 2021 relative to 2020 were
VV-LOG.d.o.o0. 5529 3708 14941 up by 39.8% or EUR 7,455 thousand relative to up by 16.6% or EUR 1,400 thousand, primarily
Passenger mobility - S7-Potnigki promet, d.o.o. 17985 99,354 8.8 2020.The mc;regsgd tralnlspo.rt revenues resulted from damages for delays in the supply of new
- from the partial lifting/mitigation of COVID-19 rolling stock.
PRI management = SZ-Infrastruktura, d. 0. o. 166,463 187,996 88.5 containment measures. since there was no
Construction = SZ-Zeleznisko gradbeno podjetje Group 57158 72,296 79.1 suspension of public rail transport in 2021. Due to
Support activities = Support activities 168,335 175,219 96.1 COVID-19 containment measures in 2021, trains
c idat 166391 189,831 followed the vacation timetable from 1 January
O ) s [iuticiutedl IR 2021 until 14 February 2021, and from 1 April 2021
Slovenske Zeleznice Group 542,798 | 537,269 101.0 until 11 April 2021.

PSO revenues in 2021 were up by 13.3% or

EUR 9,333 thousand excluding VAT relative to
2020. The PSO tender for 2021, which included
parameters associated with the impact of
COVID-19 measures, was approved in April 2021.

The highest proportion of the Slovenske zeleznice
Group's revenues was generated in the logistics
sector (28.1% of unconsolidated revenues). The
activity of PRI management generated 23.5%

of unconsolidated revenues, the mobility sector
generated 16.6% of unconsolidated revenues, and

the construction sector generated 8.1% of those
revenues. Support activities generated 23.7%

of total unconsolidated revenues, with SZ-VIT,

d. 0. 0., providing most of its services to Slovenske
zeleznice Group companies.
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PRI management

EUR thousand 2021 2020 Index
Operating revenues 166,463 187,996 88.5
Contractswith the Sloveniangovernment | - 183301 135051 987
Otheroperatingrevenues | a3tz 52945 626

Revenues under contracts on the discharge of PRI
manager services, concluded with the government
of the Republic of Slovenia, accounted for 80.1% of
total revenue and were allocated to cover the costs
of routine PRI maintenance, PRI renovation, the
maintenance of non-PRI housing and buildings,
PRI management and PRI operation.

Revenues from contracts with the Slovenian
government in the area of PSO maintenance,
renovation and management of the PRI, and other
PRI manager’s responsibilities, amounted to

EUR 96,375 thousand, and in the area of PRI
operation, they amounted to EUR 36,926 thousand.
In comparison with 2020, revenues from contracts
with the Slovenian government were down by 1.3%
(EUR 1,750 thousand), whichincluded an increase
of EUR 3,572 thousand in maintenance works on
the PRI, anincrease of EUR 1,451 thousand in PRI
operation, an increase of EUR 122 thousand in PRI
management, an increase of EUR 345 thousand

in non-PRI housing and buildings maintenance
and adecrease of EUR 7,240 in the area of

PRIl renovation.

Construction

EUR thousand 2021 2020 Index
Operating revenues 57,158 72,296 7941
‘Revenuesonthedomestiomarket | 48790  eoior|  s8l2
Revenuesontheforeignmarket | 775|  noet| 701
Otheroperatingrevenves | o3| 28| 543

Net sales revenue from transactions with non-
Group companies amounted to EUR 48,121
thousand (or 84.2% in the breakdown of operating
revenues) and was down by EUR 8,161 thousand
relative to 2020. Revenue from transactions with

Slovenske Zeleznice Group companies amounted
to EUR 8,424 thousand (or 14.7% in the breakdown
of operating revenues) and was down by

EUR 6,462 thousand relative to 2020.

Support activities

EUR thousand 2021 2020 Index

Operating revenues' 168,335 175,219 96.1

‘Revenuesonthedomestcmarket | aoan| - ie7i08| 175
Revenuesontheforeignmarket | 9s72| nais|  s72
Otheroperatingrevenues' | 9052 s6796| 246

'unconsolidated values
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Companies in the support activities pillar generated
23.7% of unconsolidated operating revenues in

the Slovenske zeleznice Group. The largest part of
revenue was generated by performing services for
the pillars of logistics and passenger mobility.

Expenses

The operating expenses of the Slovenske Zeleznice
Group were down by 2.4% relative to the previous
year and amounted to EUR 508,699 thousand.
Labour costs as a proportion of operating revenues
were 43.6%, which is 6.3 percentage points down
on 2020.

Operating expenses of the Slovenske Zeleznice Group

Energy costs were greater in 2021than the year
before due to the larger volume of train transport
services performed using electric traction, the
costs of material were higher due to the greater
consumption of material and spare parts for

the maintenance of rolling stock, and the costs
of services were up due to the higher costs of
logistics-related services.
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Net finance income/costs were negative in the
amount of EUR 1,513 thousand. Finance income
primarily comprises revenues from participating
interests in associated companies and from other
investments. Finance costs largely arose from the
interest on the loans received and the impairment
of the investment in Terme Olimia.

7,073 8,249

Cost of Labourcosts  Amortisation/ Other operating
services depreciation expenses
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Assets, equity and liabilities

The total assets of the Slovenske zeleznice Group
amounted to EUR 988,974 thousand at the end

of December 2021, a decrease of 1.9% relative to
the end of 2020. Non-current assets decreased
at the end of 2021, primarily as a result of repaid
receivables for traffic disruptions, which mostly
related to SZ-Infrastruktura, d. 0. 0., as the PRI
manager. The latter received consideration on the
basis of the Agreement on the Reimbursement of

Carrier Costs Incurred by Investment Works on the
PRIin the period 2018-2020 and the associated
receivables sold to the bank, and settled its

debts to carriers. On the other hand, property,
plant and equipment increased as a result of high
investments during the year, chiefly in rolling stock
(described in detail in the section Production
capital), in conjunction with the depreciation of
existing assets.

EUR thousand 31December 2021 | 31December 2020 Index
ASSETS 988,974 1,008,213 98.1
‘Non-currentassets | 516907  600670| 861
ntangibleassets | 2s838|  25083] 1031
Right-of-use assetsinconnection withleases | 170st| 22571 755
‘Property,plantandequipment | so7ms| aioss| 1273
nvestmentproperty | . a2079| . a2807| 983
Investments | 390 15854 - 1034
‘Non-currentreceivables | 8371  1s2389| 101
Currentassets | ar2067| ao7543| 5.8
Assetsheldforsae | s3 0| 167
Inventories | ma3es| soa9| - 1050
Currentfinancialreceivables | 2| esgos] o0
Currentoperatingreceivables | 303425 o617i7| 1159
Cashandcashequivalents | 17104  4azae8| 2995
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Composition of assets

Intangible assets

Right-of-use assets in connection with leases
Property, plant and equipment ' 401%
Investment property
Investments

Non-current receivables
Assets held for sale
Inventories

Current financial receivables

Current operating receivables

Cash and cash equivalents

0% 10% 20% 30% 40% 50%

B 31December2020 ] 31December 2021

NOTE:

Investments = investments in associates and other financial assets.
Non-current receivables = financial receivables, non-current operating receivables, deferred tax assets and other non-current assets.

Theincrease in current assets was influenced by
the increase in cash, which was the result of the
previously mentioned repayment of receivables for
traffic disruptions and the placement of a deposit by
subsidiaries with the Slovenske Zeleznice Group,
d.o.o. Another contributing factor was the increase
in current operating receivables which arose from
the transfer of advances for new rolling stock to

the current portion, while a part of advances was
reconciled (EUR 48,571 thousand) - activation of

12 new items of rolling stock. The decrease in current
financial receivables resulted from the maturity of
the deposit of SZ-Potniski promet, d. 0. 0., and the

repayment of receivables based on the agreement
of 12 June 2018 on the assignment of claims for
consideration between Slovenske Zeleznice, d. 0. 0.,
and SZ-Potniski promet, d. 0. 0., and two banks,
totalling EUR 40.743.
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EUR thousand 31December2021| 31December 2021 Index
EQUITY AND LIABILITIES 988,974 1,008,213 98.1
Equity 576,332 548,275 1051
Non-current liabilities 257,045 299,436 85.8
Non-current provisions 33,816 29,997 127
Non-current deferred income 1,207 1,651 731
Non-current financial liabilities 106,935 130,163 82.2
Non-current lease liabilities 8,650 13,804 62.7
Non-current operating liabilities 106,437 123,821 86.0
Current liabilities 155,597 160,502 96.9
Current financial liabilities 23,329 23,819 97.9
Current lease liabilities 6,086 6,695 90.9
Current operating liabilities 126,182 129,988 971

Composition of equity and liabilities

. 54.4%:

Equity 58.2%

Non-current provisions

Non-current deferred income

Non-current financial liabilities

Non-current lease liabilities

Non-current operating liabilities

Current financial liabilities

Current lease liabilities

Current operating liabilities

0% 10% 20% 30% 40% 50% 60%

B 31December2020 | 31December 2021

NOTE:

Non-current provisions = provisions for jubilee benefits and termination benefits, other provisions
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Contributing most to the change in equity at the
end of 2021 were net profit in the amount of EUR
29,321thousand and an actuarial loss from the
calculation of provisions for termination benefits at
retirement in the amount of EUR 1,237 thousand.

The financial liabilities of the Slovenske Zeleznice
Group decreased in 2021 by EUR 23.718 thousand
as aresult of payments of credit liabilities to banks.
Lease liabilities were also reduced.

According to the situation at the end of 2021,
less than one third of current operating
liabilities was accounted for by trade payables
(EUR 39,651 thousand), one eighth by liabilities
to employees (EUR 15,244 thousand) and one
tenth by accrued costs and deferred income
(EUR 12,248 thousand, the majority of which
were accrued costs - unused annual leave).



Financing of long-term investments

The debt ratio expressed as the ratio of net debt
to material assets was negative at -10.1% at the
end of 2021, and was better than at the end of

2020 (-24.1%).

Ratio of non-current assets to liabilities

Equity to
assetsratio

31December 2020 600,670 847,711 i 14

31December 2021 516,907 833,377 i 16
0 300,000 600,000 900,000 1,200,000 1,500,000
EUR thousand

. Non-current assets . Non-current liabilities
EUR thousand 31December 2021 | 31 December 2020 Index
Current assets 472,067 407,543 115.8
Current liabilities 155,597 160,502 96.9
Working capital 316,470 247,041 1281

Working capital amounted to EUR 316,470

thousand at the end of 2021 and was up by EUR
69,429 thousand relative to the end of 2020. The
current ratio, which expresses the ratio of current
assets to current liabilities, amounted to 3.0 at the
end of 2021, compared to 2.5 at the end of 2020.
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Cash flows

EUR thousand 31December 2021 | 31 December 2020
A. Cash flows from operating activities 122,915 40,218
B.Cashflows frominvestingactivities | ago4| 20612
C.Cashflowsfromfinancing activiies | -33208] 14,057
Closingbalance of cashand cash equivalents (x+y) | - 127104 42468
* XNetcashflowforperiod (sumofA,Band®) | . 84726 24663
""" +/-Calculated exchange rate differences fromforeign | |

currency assets 0] -3
©y)Openingcashbalance | . a2468| 17808

The Slovenske zeleznice Group generated a
positive cash flow from operating activities in
the amount of EUR 122,915 thousand in 2021,
which was positively affected by net profit
(EUR 29,321 thousand), adjustments (EUR
56,920 thousand), primarily for amortisation/
depreciation, and by changes in net working
capital in the amount of EUR 36,675 thousand
(of which EUR 60,816 thousand was accounted
for by a decrease in operating receivables and
EUR 3,531 thousand by an increase in inventories).

Cash flow frominvesting activities was negative in
the amount of EUR 4,894 thousand due to outflows
from investing activities of EUR 73,231 thousand
(most of which was accounted for by the acquisition
of property, plant and equipment) and inflows
frominvesting activities of EUR 68,337 thousand
(most of which was accounted for by interest
received and participation in the profits of others).

Cash flow from financing activities was negative
in the amount of EUR 33,296 thousand due to
outflows from financing activities in the amount of
EUR 285,296 thousand (the payment of financial
liabilities in the amount of EUR 275,722 thousand,
the payment of lease liabilities in accordance
with IFRS 16 in the amount of EUR 7,311 thousand
and payments of other interest in the amount of
EUR 1,789 thousand) and inflows from financing
activities of EUR 252,000 thousand (inflows

from the increase in financial liabilities).

The balance of cash and cash equivalents
rose from EUR 42,468 thousand to

EUR 127,194 thousand.
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Business performance by individual

SZEP Logistika, d. 0. 0.

SZ-Tovorni promet Group

2021

2020

Index

2021

2020

Index

company/activity
Slovenske Zeleznice Group

EUR thousand 2021 2020 Index
Operating revenues 542,798 537,269 101.0
Netsalesrevernve | m3991| 407211 1017
""" Revenuesonthedomesticmarket | 239005| 233246| 1025
"""" Transportrevenuesonthedomesticmarket |  28105| 20909| 1344
"""" Otherrevenuesonthedomesticmarket | 77599| 77286|  100.4
"""" Contractswith the Sloveniangovernment | 133301| 135051| 987
""" Revenuesontheforeignmarket | 14986 173965 1006
"""" Transportrevenueson theforeignmarket | 137075| 135196| 1014
"""" Otherrevenuesonthe foreignmarket |  a79n| 38769 978
Changes in values of inventories of finished goods and workinprogress | 61|  1era| 275
Capitalisedownproductsandservices | i8071| 8683 2081
Otheroperatingrevenuves | to2rs| tozol| 921
""" ofwhich: contracts with the Sloveniangovernment | 79353| 70020| 1133
Operatingexpenses | 508699 521473| 976
Historical costof goodsand materialssold | oti9| 2104|1007
Costsofmaterals | . 47620| 44485 1070
‘Energycosts | 34495 20391 - 74
Costofservices | 1o0982| 124864 1041
abourcosts | o36s61| 268280 882
Amortisation/depreciation | 49673| 45278 1097
Otheroperatingexpenses | s249| 7073|166
Operatingprofitorloss €BIT) | 34009| 15796| 2159
Financeincome | 1ges| 337| 563
Financecosts | 3379| 5202| 650
Netfinanceincome/costs | as513| 1885 803
Pre-taxprofitorloss | 32586| 13on| 2342
Currenttax 3820| 3020| 1264
Deferredtaxes | sea| 7|
Corporateincometax | 3265 2992| 1001
Netprofitorloss | 20321| 10919| 2685
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o

o

172,560

170,289

Fersped, d.o.o0.

2021 2020 Index

21,159 18,238 116.0
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SZ-Potniski promet, d. 0. o.

SZ-Potniski promet, d. 0. 0.

VV-LOG,d.o.o0.

EUR thousand 2021 2020 Index
Operating revenues 5,529 3,708 1491
Netsalesrevenve | 5498 3575| 1538
""" Revenuesonthedomesticmarket | 3497 2453 1426
"""" Transportrevenueson thedomesticmarket | o] o
"""" Otherrevenuesonthedomestcmarket |  3497| 2453 1426
"""" Contractswith the Sloveniangovernment | ol o
""" Revenuesontheforeignmarket | 2001  1122| 183
"""" Transportrevenuesontheforeignmarket | o/ o
"""" Otherrevenuesontheforeignmarket | 2001  1122| 183
Changes in values of inventories of finished goods and workinprogress | ol ol
Capitalisedownproductsandservices | ol of
Otheroperatingrevenuves | st 33| 233
""" of which: contracts with the Sloveniangovernment | o] o]
Operatingexpenses | son| 3088 1623
Mistorical costof goodsand materialssold | 13| 806| 1443
Costsofmaterals | 7l 6| 167
‘Energycosts | 6] of 667
Costofservices | 2041|  1442| 2040
Labourcosts | 690 673| 1025
Amortisation/depreciation | 65| 7|l as
Otheroperatingexpenses | 8o st| 116
Operatingprofitorloss €BT) | s8] 620 835
Financeincome | s| 0| 800
Financecosts | & 0| 800
Netfinanceincome/costs | ol ol
Pre-taxprofitorloss | s8] 620 835
currenttax |l na| 1088
Deferredtaxes | 7l 7| 1000
Corporateincometax | e 21| 1083
Netprofitorloss | s a9| 778
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SZ-Potniski promet, d. 0. o. PSO other activities

2021 2020 Index 2021 2020 Index 2021 2020 Index

117,985 99,354 118.8 116,653 97,469 119.7 1,753 2,097 83.6
 51563| 23410|  1348| 30s67| 2t712|  1a08|  1aw|  1910| 742
27984 20546|  1362| o7et| 19556|  1389|  1244| 1202|1035
 o6163| 18708| 1398| 26060| 18Es0| 1397 03| s8] 1776
21| 1g3s|  ga1| ol| 906 1215|141 14| 997
""""""" of o | o o | o o
3579 2864| 1250| 3406| 216| 1s80| 3|  708| 244
2645|2202  1201|  2472|  140a| 1es5| 3| 708|244
~ o34|  ee2| a1l o34l  ee2| il ol o
""""""" of ol | o o | o o
"""""" so|  o7| s2s|  s| 97| 85 o o
 86342| 75847| 13s| se008| 75660  M37| 33| 87| 1797
79353 70020 33| 79353 70020  M33| ol ol
 104781| 85873| 1220 103419 84233 1228 1783 1852| 963
""""""" of 1| ool o 4] ool o o
"""" 1901 1194|102 1902|116  1se0| 28| 4]
~ 79m|  s2et|  1s04| 7883| 5259 w99 sl 33| 103
- s0284| 44327|  1337| ssoo7| 43002| 1349  t1a20| 1380 1029
 te8e8| 18523 oi1| 16868 18522 o] al ol 672
 s218|  12184|  1249| 15209|  t2ws| 49| 01| 69| 2013
3599 4383 ¢ s21| 3ss0| 4080 s70| s0| 305| 164
3204|3481 o7o| 13234 13236 1000| 30| 245
""""" 89|  er2|  281|  188|  eeo|  281| 4| 4]
""""" a1s| 84| arse| 31| 84| ase| o 1|
""""" 129|  se8| |  aso| sss| | 1] 3]
""" 13075| 14069 929| 13104 13821| 9a8|  -20| 248
o8| 99| 947|  oa8| 981  964| o] 8]
"""""" a3l e | 8] 2 | o o
43| 1025|920  9a3] 1oo7| e3s| o s
"""" 12132| 13044|  930| 12161| 12814 o949 29| 280
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SZ-Infrastruktura, d. 0. 0.

SZ-Infrastruktura, d. 0. 0.

EUR thousand 2021 2020 Index
Operating revenues 166,463 187,996 88.5
‘Netsalesrevenue | 163394| 162420| 1006
""" Revenuesonthedomestomarket | 163394 1e2418| 1006
"""" Transportrevenuesonthe domesticmarket | o] o
"""" Otherrevenuesonthedomesticmarket | 30093| 27367 1100
"""" Contractswith the Sloveniangovernment | 133301 135051| 987
""" Revenuesontheforeignmarket | o] 2| oo
"""" Transportrevenuesonthe foreignmarket | o] o
"""" Otherrevenuesontheforeignmarket | ol 2| oo
Changes nvalues of inventories of finished goods and work inprogress | ol ol
Capitalisedownproductsandservices | ol ol
Otheroperatingrevenuves | 3069| 25576| 120
""" of which: contracts with the Sloveniangovernment | o o
Operatingexpenses | 158106| 184,637| 856
Mistorical costof goods and materialssold | i 1| 1000
Costsofmaterals | 0985 9280 1076
Energycosts 23101 20771 2
Costofservices | age| si734| 926
Labourcosts | 70303| 79205| 888
Amortisaton/depreciaion | 3013| 3028 995
Otheroperatingexpenses | a7s7| o20618] 184
Operatingprofitorloss €8T) | 8357| 3350 24858
Financeincome | of | 643
Financecosts | w3| 22| es6
Netfinanceincome/costs | t6a| 88| 87.2
Pretaxprofitorloss | s3] am| 2584
currenttax 1207|258
Deferredtaxes | as| 22
Corporateincometax | 14e0| 280
Netprofitorloss | 6733 2801 2329
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PRI maintenance PRI operation PSO - PRI maintenance

2021 2020 Index 2021 2020 Index 2021 2020 Index
128,212 148,439 86.4 39,228 39,946 98.2 95,456 101,666 93.9
 125508| 125863|  997| 38862 36945| 1052| 95134| 98816| 963
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""""""" of ol | o o | o o
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SZ-Infrastruktura, d. 0. 0.

SZ-Infrastruktura, d. 0. 0.
Housing and buildings

SZ-Infrastruktura, d. 0. 0.
Management of PRI

SZ-Infrastruktura, d. o. 0.
Other activities - PRI maintenance

2021

2020

Index

2021

2020

Index

2021

2020

Index

PSO - Operation of PRI

EUR thousand 2021 2020 Index
Operating revenues 37,000 36,802 100.5
Netsalesrevenue | 36926| 85475| 1041
""" Revenuesonthedomestomarket | 36926| 35475 1041
"""" Transportrevenuesonthe domesticmarket | o] o
"""" Otherrevenuesonthedomestcmarket | o/ ol
"""" Contracts withthe Sloveniangovernment | 36926| 35475 1041
""" Revenuesontheforeignmarket | o ol
"""" Transportrevenuesonthe foreignmarket | o] o
"""" Otherrevenuesontheforeignmarket | o] o
Changes nvalues of inventories of finished goods and work inprogress | ol ol
Capitalisedownproductsandservices | ol ol
Otheroperatingrevenves | 72| 1327|586
""" of which: contracts with the Sloveniangovernment | | o]
Operatingexpenses | 36589| 41198 8838
Historical costof goods and materialssod | ol ol
Costsofmaterials | o288| 357| 801
‘Energycosts | ses| 338 1074
Costofservices | 4260 3972|1073
Labourcoss | s20| as8a4| 873
Amortisaton/depreciaion | 52| 2|  esa
Otheroperatingexpenses | 237| 55| 460
Operatingprofitorloss €BIT) | . an| 4398
Financeincome | ol ol
Financecosts | 3| 59| 559
Netfinanceincome/costs | 33| 59| 559
Pretaxprofitorlss |  ars| -aas5]
currenttax 56| ol
Deferredtaxes | o] ol
Corporateincometax | 66| ol
Netprofitorloss | at2| -4455]
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SZ-Infrastruktura, d. 0. 0.
Other activities - PRI operation

SZ-Zeleznisko gradbeno podjetje

SZ-Zeleznisko invalidsko podijetje

EUR thousand 2021 2020 Index
Operating revenues 2,228 3,144 70.9
Netsalesrevenue | 1936 1470 1317
""" Revenuesonthedomesticmarket |  1936| 1470 1317
"""" Transportrevenuesonthe domesticmarket | o] o
"""" Otherrevenuesonthedomesticmarket |  1936|  1470| 1317
"""" Contractswiththe Sloveniangovernment | o] ol
""" Revenuesontheforeignmarket | o] ol
"""" Transportrevenuesonthe foreignmarket | o] o
"""" Otherrevenuesontheforeignmarket | o/ ol
Changesinvalues of inventories of finished goods and work inprogress | ol ol
Capitalisedownproductsandservices | ol of
Otheroperatingrevenves | 20| 1era| 174
""" of which: contracts with the Sloveniangovernment | o| o
Operatingexpenses | 1672|  1671| 1001
Historical costof goodsand materialssold | ol ol
Costsofmaterials | 2| 0| 1200
Energycosts 8] 5| 1200
Costofservices | 83| 54| 1188
Labourcosts 1446  1463| 988
Amortisaton/depreciaion | o 3| 667
Otheroperatingexpenses | n| 26| 423
Operatingprofitorloss(€8T) |  5s6|  14713] 377
Financeincome | o ol
Financecosts | o ol
Netfinanceincome/costs | o o]
Pretaxprofitorloss |  ss6| 1413] 377
Ccurrenttax 84| ol
Deferredtaxes | 5| ol
Corporateincometax | 9| ol
Netproftorlss | ast| 1am3] 310
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Group SZ-Vlekain tehnika, d. 0. 0. Group

2021 2020 Index 2021 2020 Index 2021 2020 Index
57,158 72,296 791 115,028 119,970 95.9 28,853 27,581 104.6
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243 3aa|  708| o3|  a4|  ss8| 98| no| 824
- ars| 05| ses|  222|  -a07| 45| 90| 109 826
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Prometniinstitut,d.o.o

SZ-Zelezniska tiskarna, d. d.

Slovenske Zeleznice, d. 0. 0.

2021

2020

Index

2021

2020

Index

EUR thousand 2021 2020 Index
Operating revenues 987 1,018 97.0
Netsalesrevenue | 73|  e94| 1058
""" Revenuesonthedomestomarket | ea|  e22| 1031
"""" Transportrevenuesonthe domesticmarket | o] o
"""" Otherrevenuesonthedomestiomarket | ea|  e22| 1031
"""" Contractswiththe Sloveniangovernment | o] ol
""" Revenuesontheforeignmarket | 93] 72| 1202
"""" Transportrevenuesonthe foreignmarket | o] o
"""" Otherrevenuesontheforeignmarket | 93| 72| 1202
Changes nvalues of inventories of finished goods and workinprogress |~~~ ol ol
Capitalisedownproductsandservices | ol ol
Otheroperatingrevenues | 283 34| 781
""" of which: contracts with the Sloveniangovernment | o o
Operatingexpenses | 8a6| 027| 913
Mistorical costof goods and materialssod | ol of
Costsofmaterials | 3 1| 3000
‘Energycosts |8 3| 1000
Costofservices | 209 201| 1040
‘Labourcosts | s o3| 871
Amortisaton/depreciaion | ar| 33| 121
Otheroperatingexpenses | s| 6| 500
Operatingprofitorloss €8IT) | - w| ot 1549
Financeincome | o - 1| 2000
Financecosts | 1 1| 1000
‘Netfinanceincome/costs | 1 o]
Pretaxprofitorloss | 2| 91| 1560
Ccurrenttax 0| 7|  1wes
Deferredtaxes | A ol
Corporateincometax | 20| 7|  1os
Netprofitorloss | 3| 7| 1527
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Collection of statements of financial position
of Group companies as at 31 December 2021

EUR thousand

COMPANIES OF THE SLOVENSKE ZELEZNICE GROUP

COMPANIES OF THE SLOVENSKE ZELEZNICE GROUP

SZ Group

SZEP

SZ TP Group

Fersped

SZPP

SZINFRA

ZGPLjGroup

SZVIT

ZIPLjGroup

SZ,d.o.o0.

ASSETS

Deferred tax assets

Other non-current assets

Lease liabilities

Trade payables

Liabilities for corporate income tax

988,974

o

o

o

o

o

o

o

o

o

o

o

244,283

486,447

724,682
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HUMAN CAPITAL

Only motivated, competent and professionally qualified
employees can be instrumental in delivering our ambitious
strategic business plan.

Strategic projects and objectives

Opportunities

@ Development of the organisational culture
© Mentorship and onboarding
© Education and training

© Scholarships for shortage occupations

@@ Occupational health and safety

@3 Care for health, well-being and an orderly
working environment, and social activities

@30 Internal communications
O Ensuring a balanced age structure
@30 Ensuring an adequate educational structure

@80 Ensuring relevant competences and
professional qualification of employees

@ Ensuring an adequate number of
employees and scarce human resources

°GRI401-2
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Key performance indicators of
the Slovenske zeleznice Group "

Information on employees 2021 2020 Index
Number of employees as at 31 December 6,752 6,925 975
Averagenumberofemployees | eot2| 6967| 949
Averageageofemployees | a58years|  466years| 983
‘Proportionof maleemployees | s21%| 820%| 1001
‘Proportionof femaleemployees | 179%| 180%| 994
Proportion of employees onpermanentcontracts | o051%|  956%| 995
Proportionof full-timeemployees | 983%| 981%| 1002
Proportionof Category llor llworkerswithadisabilty | 81%| 00%| 900
Average levelof employee qualifications | 46| 45| - 1022
‘Employeetunoverrate | os%| - 01% 941
‘Employeesickleaverate | 64%| 54%| 1185
‘Number of contracts signed for part-time studies | 3] I
‘Number of working days lost (WDL) due toinjuryat | | |
work per injury 181 26.0 66.2
Rateofinjuriesatworkper 1000 employees | 231] 10| - 1200
‘Numberoftrainingcourses | - 15989 08| 1220

"GRI401-1,403-9
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Notable results in 2021

In 2021, companies of the Slovenske Zeleznice
Group began to implement the objectives of the
Human Resource Management Strategy in the
Slovenske zeleznice Group for the period
2021-2025. As a special achievement in 2021,
it is worth noting that the Slovenske zeleznice
Group received recognition for the second year
inarow as:

® “The best employer in the logistics and
passenger transport sector” (first place);

® “The best employer”, for ranking among the
10 top companies with the best reputation in the
overall ranking among all sectors.

Implementation of the principle of
equal treatment of all employees™

In accordance with the provisions of labour law,
the Slovenske zeleznice Group adhered to the
principle of the equal treatment of all employees.

In line with the nature of the activities of individual
companies, the structure of employees by
gender is substantially slanted towards men (the
proportion of menis 82.1%). Female employees
predominate in Slovenske zeleznice, d. 0. 0., and
Prometniinstitut Ljubljana, d. 0. 0. The proportion
of women in management positions in the
Slovenske Zeleznice Group is 32.1% (44.8% at
Slovenske zeleznice, d. 0. 0.), which is a significant
improvement in terms of achieving a balanced
gender structure, given the overall percentage of
female employees and the specific nature of the
activities of Slovenske zeleznice Group companies.
The principle of equal wages for all employees is
also pursued.

2GRI405-2 ™GRI403-1,403-5
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HR service development

Considering the timeline of further digitalisation
and the expected employee fluctuation, we
planned our needs for the replacement and
recruitment of relevant staff so as to improve
the educational structure and ensure the right
competences for the performance of new tasks,
and we also started to build a team responsible
for the development of human resources for
developmental activities.

We are planning to set up the implementation of
strategic workforce planning in the SAP Analytics
Cloud information system, which will bring
transparency to HR planning in the Slovenske
zeleznice Group.

Occupational health and safety

Right after the COVID-19 epidemic broke out,

the Slovenske zeleznice Group formed a special
working group for the coronavirus (hereinafter
referred to as the SWG). The SWG kept abreast

of current measures to contain the spread of
SARS-CoV-2 infections, which are adopted by the
Slovenian government, and the recommendations
of NIJZ (National Institute of Public Health) and
applied them at the level of the Group, adjusting
the measures to the work processes of Slovenske
zeleznice as necessary. The SWG regularly
monitored the epidemiological status within the
Slovenske zeleznice Group, collecting data on

the number of SARS-CoV-2 infection cases and
the number of employees who received orders to
quarantine. In accordance with this data, the SWG
introduced additional measures to ensure the
highest level of employee safety from infection with
the SARS-CoV-2 virus. The SWG was at all times

in charge of protective equipment purchasingin
the Slovenske zeleznice Group, making sure that
adequate supplies of protective equipment were
maintained within the Group regardless of national
supply shortages, which helped reduce outbreaks
of infections. As soon as the national vaccination
strategy approved the availability of vaccination
for people working in critical infrastructure, which
includes Slovenske zeleznice Group employees,
the SWG organised vaccination points in

12 Slovenian towns. The SWG contacted all health
centres in those towns and in the shortest time
possible booked vaccination appointments for

all the interested employees of the Slovenske
zeleznice Group.

Slovenske zeleznice, d. 0. 0., holds authorisation
from the Ministry of Labour, Family, Social Affairs
and Equal Opportunities to perform specialist
tasks in connection with occupational safety
and health, such as the inspection and testing

of work equipment, and inspections of the work
environment (microclimate and lighting).

There were more accidents at work than the year
before. The number of working days lost was lower.

We also acquired an electronic fire extinguishing
simulator for employee training.

Care for health, well-being and
an orderly working environment,
and social activities'

The Slovenske zeleznice Group carries out many
activities to promote health in the workplace, and
we offer our employees opportunities to take
part in preventive health programmes. Health

is promoted across the company to increase

the safety of the working environment, improve
working conditions, and to inform and educate
workers for better physical and mental health.
The Slovenske Zeleznice Group also provides
psychosocial support for its employees.

The aim of preventive health programmes is to
boost health and improve mental and physical
abilities for increased working capacity. Employees

“GRI403-6

have the option to attend preventive health retreats
at the Vitalis Centre and at a selected thermal spa.

Traditional sports and cultural events, such as the
1,000 rail workers above 1,000 metres campaign,
and other sports events, such as the Week of
Sports and Mobility Week, were cancelled due to
the COVID-19 pandemic. Sporting activities were
carried out at the level of individual recreation
within the Slovenian Railway Workers Sport
Association. We also promote a healthy lifestyle
through a multitude of events.

Animportant part of ensuring diversity and
inclusion in the Slovenske zeleznice Group

is zero tolerance for mobbing and sexual and
other kinds of harassment in the workplace.
Any instances of such conduct are efficiently
investigated in accordance with the dedicated
Guidance on the prohibition of mobbing, sexual
and other harassment and psychosocial risks in
the workplace.

Psychosocial support for employees is available

in the Slovenske Zeleznice Group. Its purpose

is to alleviate and ease the burden of emotional
and mental distress, to help find appropriate
solutions and provide psychosocial first aid or
psychological support for employees in the form of
an unburdening talk after an extraordinary event.

We pay particular attention to workers with
disabilities who are no longer able to perform
their former jobs. In 2021, the Slovenske zeleznice
Group had 546 workers with disabilities in

its employment, 516 of which had a Category

[l disability and 30 of which had a Category

Il disability.

Further employee benefits

Every employee of the Slovenske zeleznice Group
can participate in the voluntary supplementary
pensioninsurance scheme, which is co-funded

by the employer. Employees in the Slovenske
zeleznice Group have the opportunity to take

out collective accident insurance through

their employer.
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Any employees who face some form of social and
financial problem or crisis may apply for regular or
extraordinary solidarity benefits.

The Slovenske Zeleznice Group encourages a
proactive attitude in its employees as regards the
detection of deviations and potential sources of
hazard by allocating a bonus for the prevention of
material damage or rail traffic accidents, and by
allocating a one-off cash payment or some other
financial incentive to workers who have achieved
exceptional results in their work or whose actions
prevented rail traffic accidents.

Employees of the Slovenske Zeleznice Group may
respond to the call for applications for housing to
let, which is published several times a year. Each
application is examined and scored using the
criteria for the lease of housing to let.

SZ-ZIP, storitve, d. 0. 0., manages several holiday
facilities in the mountains, at the seaside and at

spas, which are available to employees and their
families, who can spend their annual leave there.

We strive to make it easier for employees to achieve
the right work-life balance. We make it possible

for employees to make use of parental leave, and

to make use of regular annual leave with respect

to family needs and additional days of leave with
respect to the number of children.

Internal communications

The Slovenske zeleznice Group is aware that

the internal communication system has a major
impact on the effectiveness or work performance
of employees, and that employees are an
employer’'s ambassadors.

We developed six pillars of internal communication
to ensure that our employees are well-informed.
Those pillars are as follows:

® Slovenske Zeleznice’s magazine Nova proga,

® portal at www.novaproga.si,

® weekly newsletter,

social networks,
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® intranet portal,
® special publications intended for employees.

Communicationis becoming increasingly
digitalised, two-way and interactive. Our employees
are updated on developments in all companies

of the Slovenske Zeleznice Group and about
activities in rail transport in Slovenia and beyond.
An important element of communication is content
about employee safety and infographics. In 2021,
there were a large number of announcements
relating to COVID-19. The content that we create
for internal communication is also an important
element of the Slovenske Zeleznice Group’s
external communication.

In 2022, we are planning to update the Nova
proga magazine and adopt a strategy of internal
communications in Slovenske zeleznice.

Risks

We identified the following risks in the HR field:

® ensuring an adequate number of employees and
scarce human resources;

® ensuring an adequate educational structure;

® ensuring relevant competences and professional
qualification of employees;

® ensuring a balanced age structure; and

® enabling a framework of promotions and
bonuses for the most committed and
key employees.

Opportunities

HR development

In 2021, our focus was on developing basic tools
that will allow us in 2022 to identify staff in need of
further development and gather the information
required to prepare career plans. We see HR
development as a key opportunity in the area of
human capital.

Annual development interviews

In 2021, all the necessary arrangements were made
to start introducing annual development interviews.

The introduction of annual development interviews
will serve as a basis for a more individualised
approach to the inclusion of management
personnelin the programmes of the Slovenske
zeleznice management academy with the aim

of strengthening competences in the areas of
management, the organisation of work, succession
planning and the identification of talent, as well as
the conducting of annual interviews. Career plans
resulting from annual development interviews will
allow us to systematically monitor the development
of talent across the Slovenske Zeleznice Group.

Development of the organisational culture

We carried out an anonymous survey measuring
commitment and motivation amongst employees
in the Slovenske zeleznice Group by means

of the questionnaire “Working conditions and
environment”. The questionnaire measured
three thematic segments - opportunities for
self-realisation, working conditions and work
relationships and cooperation.

The results of measurements showed that the
average value of commitment and motivation at
Group level was 3.71on an overall scale from 1to 5.

Part-time studies

In 2021, there was a call for applications for
co-financed part-time education of employees in
the Slovenske zeleznice Group. The emphasis was
on study courses for scarce qualifications which
had been identified in the Slovenske Zeleznice
Group as required in the future. Thirty-three
contracts for the co-financing of part-time studies
were signed. In this way, we hope to promote the
development of expertise in employees and further
develop their competencies.

By co-financing part-time education, we strove to
assist our employees on their journeys to complete
their studies and raise their motivation levels.

Mentorship and organisational
socialisation (onboarding)

We promote the effective transfer of knowledge
and experience through a mentorship programme.
Mentors are assigned to new employees during
introduction to work, and to employees who take on
new tasks.

A total of 1,519 employees in the Slovenske
zeleznice Group performed mentorship tasks in
2021. In comparison with 2020, when mentorship
tasks were carried out by 1,349 employees, we
increased the volume of activities related to the
transfer of knowledge. In terms of monitoring and
job coaching, mentors transferred specific skills
and experience for effective work performance
in a particular job role by using methods such as
on-the-job learning and job shadowing, which
affords the employee direct insight into the work
or work field.

We are going to include different generations of
mentors and mentees in the mentorship system
in order to meet our goal of ensuring employee
diversity and inclusion.

In 2022, we are planning to establish systematic
monitoring of newly recruited employees, which will
allow us to efficiently monitor new employees in the
probation period and measure their satisfaction.

Education and training

At Slovenske Zeleznice Group, we are aware how
important it is to ensure high-quality training and
access to educational content for all employees.

Accordingly, professional training of safety

critical workers was conducted, where Slovenske
zeleznice, d. 0. 0., maintained its status as a training
and testing centre for train drivers.

In 2021, theoretical training included more
candidates thanin 2020, when 290 employees
were engaged in theoretical training, specifically
for the positions of traffic coordinator, train driver,
conductor and service technician for infrastructure
devices. The total number of professional training
courses for safety critical workers was higher in
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2021, with 9,440 courses completed, chiefly as a
result of the routine periodic testing of professional
qualifications in safety critical staff, which is
conducted every three years.

We are also in charge of training for all other
employees in the Group. Functional training
courses were held in the areas of developing

core and leadership competencies, occupational
safety, safe handling and maintenance of devices,
maintaining and acquiring various qualifications
and licences, and following new developments
through participation at seminars and conferences.

In 2021, we continued to develop e-training and
established a modern studio that allows us to
prepare effective learning modules. We prepared
alarge selection of e-courses, e-materials,
recordings of lectures and other learning material,
and e-testing. Some e-courses were also
prepared for the foreign market. The introduction
of e-learning proved to be an effective way of
transferring knowledge and adapting to current
circumstances. Its advantage for the participants is
greater adaptability to their own learning dynamics,
and it also cuts labour costs for the company.

We established an internal academy which delivers
Management Academy programmes and courses
for improving the core competencies of employees
in administrative positions. The Management
Academy ran three programmes - for directors,
managers and workers’ directors, for informal
leaders, and for coordinators of work processes.
All the programmes are designed to offer maximum
support for the development of the competencies
needed by the employees in those positions

to carry out their work efficiently. The main
emphases were on the development of leadership
skills, reflection on the process of selecting

and developing successors, the introduction of
annual development interviews and other modern
methods of managing employees.

Courses for improving core competencies in
administrative positions took the form of e-courses,
which were tailored to the needs of the employees.
Employees selected their preferred courses from

82

the available range of competency groups, and
they could determine the course timing.

Special attention was given to workforce ageing,
and we joined the ASI project which aims to

strengthen core competencies in older employees.

Within this project two courses are available for
the included employees, focusing on digital skills
and intergenerational cooperation. The project
activities are co-financed by the European Social
Fund and the Ministry of Labour, Family, Social
Affairs and Equal Opportunities.

Itis our tradition to participate in the regional
Civil Protection drills every year. A particularly
interesting drill dealt with the case of an accident
involving a hazardous substance during a rail
accident, entitled “Luka Koper 2021". According
to the national risk assessment, the coastal
region was rated as a maximum-risk region for
accidents involving hazardous substances.

The aim of the drill was to test the expertise and
preparedness of protection, rescue and relief
forces and their coordination when working on
extraordinary events/interventions.

Employee training regarding
objectives and work procedures

We want to make training available to all of our
employees, so we offer a wide range of courses
which either provide the knowledge required for
carrying out work or are offered to employees as an
opportunity to obtain knowledge in various areas.
Continuous, planned training of employees ensures
company development, and provides employees
with professional development, internal mobility and
opportunities for advancement. Employees are also
made aware of the consequences of improper work
or the omission of work procedures.

Work placements

The Slovenske Zeleznice Group provided work
placements for secondary- and tertiary-education
students in a range of professional fields, taking
into account the possibilities afforded by the work
process and the availability of suitable mentors.

We collaborate with schools in their apprenticeship
programmes and promote Slovenske zeleznice

at meetings between companies and prospective
apprentices. We offer apprentices the opportunity
to complete practical training by working in

our learning posts. In 2021, the apprenticeship
programme was completed by the first candidate.
We see work placements as an important
opportunity in the area of human capital.

Scholarships

Based on a situation analysis and future HR
requirements, the Slovenske zeleznice Group
published a call for applications for company
scholarships to secure the humanresources it
lacks. We invited applications from candidates
for various scarce qualifications such as those
in mechanical engineering, metalwork, electrical
engineering, construction, mechatronics, traffic,
logistics and computer and information science.

Visibility of the Slovenske Zeleznice Group

Toimprove the visibility of the Slovenske zeleznice
Group in the labour market as a desirable employer
we will,in 2022, strengthen the role of employer
branding and links with educational institutions
which cover fields of study matching the scarce
qualifications identified within the Group.



Indicators by pillar °

Structure of human resources

Number of employees as at 31 December 2021

2021 2020 Index
SZTovorniprometGrowp | 1024 1055| . 971
Fersped,d.oo. 2| .62 1000
W-LOG,d.o.0. 22| A 104.8
Logistics 1nwo8| 11138, 974
_SZPotniskiprometdoo. | 560  568| 98.6
Passengermobility | 560 68| .. 986
SZlnfrastrukturad.oo. | 1981 2071 . 95.7
PRImanagement | 1981 o 20m| 95.7
_SZZelezniskogradbenopodjetieGroup | 267 | 267| __._.....1000
Construction .2 27| 100.0
SZViekaintehnika,d.oo. | 1827 181 1009
SZZIPGroup So97| .82 95.5
_Prometniinstitut Ljubljana,d.oo. | 12 <1 . 92.3
SZZelezniskatiskarna, dd. | 0 S 1M1
_Slovenske zeleznice,d.oo. | 890 43| 922
Support activites 2836 288 984
Slovenske Zeleznice Group 6,752 6,925 97.5
Employees by age
Total | upto| 25to| 30to| 35to| 40to| 45to| 50to| 5510 | over
24 29 34 39 44 49 54 59 59
_SZTovorniprometGroup | 1024| 34| 65| 87| M4| 144| 162| 221| 174| 23
Fersped,doo. | 62| 1| 1 L S| ... 9] 4| 10 mn S
W-LOG,doo. | 22| . 4l 14 4 4l L L L
Logistics | 1108| 35| 75| 95| 123| 157| 177| 232| 186| 28
_SZPotniskipromet, d.o.o. | S60| 34| 46| 56| 58| 52| 78| 126| 103| 7.
Passengermobility | 560| 34| 46| 56| 58| 52| 78| 126| 103| 7
SZInfrastruktura,d.o.o. | 1981 54| 100| 164| 187| 203| 282| 509| 419| 63
PRImanagement | - 1981| 54| 100| 164| 187| 203| 282| 509| 419| 63
SZ-Zeleznisko gradbeno
podjetieGroup | 267| 12] 6] 35| 43| 44| M| 2r| 34| 15
Construction | 267| 12| 16| 35| 43| 44| 4M4| 27| 34| 15
SZViekaintehnika,d.o.o. | 1827 45| 124| 148| 228| 192]| 27/8| 524| 261| 27
SZzPGrowp o] o597 | LY 21| 24| 81| 54| 93| 143| 16| 44
_Prometniinstitut Ljubljana,d.o.0. | 2 4] 8. 2| 2] - 1
SZZelezniskatiskarna,d.d. | 0] ... 1 L S L1 I 3| .. 3|1
_Slovenske Zeleznice,d.o.o. | 390 3|.....25| . 21| 34| 49| 52| 78| 105| 23
Supportactivites | 2836| 59| 71| 194| 297| 299| 425| 750| 546| 95
Slovenske Zeleznice Group 6,752 194| 408| 544| 708| 755| 1,003|1,644| 1,288 | 208

*GRI102-8,401-1,403-5,404-1,405-1
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The average age of employees in the Slovenske Zeleznice

Group at the end of December 2021 was 45.8 years, a

reduction of 0.8 years relative to the previous year.

Employees by educational level

Total I Il 1] v Vv \" Vil VI IX
SZTovorniprometGroup | 1024| 52| 6| 49| 368 204 es5| 1| 9
Ferspeddoo | ezl Al 1l 2] 20| m| 26| 2
W-LOG,doo. | 220 o L2 R L4 I
Logisties | 1108 153| 6| 49| 371| 328| 76| 4| M|
SZPomiskipromet,d.o.o. | ! 560| 8| | 4| te4| 2r8| 48| 83| 20|
Passengermobilty | 560 3| | 4| te4| 278| 48| 53| 20|
SZinfrastruktura,d.o.o. | 1981| 220| 10| 57| 420| 851| 198 198| 27|
PRImanagement | 1981| 220| 10| 57| 420 851| 198| 198| 27|
SZ-Zeleznisko gradbeno
podietieGroup | 2e7| 20| 1| 2| 2| s| 22| 27| 2|
Construction | 267| 20| 1| 2| 2| 81 22| 27| 2|
SZViekaintehnka,d.o.o. | 1827| 34| 42| 53| 590| 872| 7| 10| 18|
SzzPGrowp | o97| 238| 7| 8t| 59| 13| 24| 2] 4l
PrometniinstitutLiubliana,d.o.o. | 12| |l Lt 4l 8] 2
SZZelezniskatiskarna,d.d. | 0 8| ) A L IS
Slovenskezeleznice,d.o.o. | 890 2| | | 10] 102] 86| 71| 46| 3
Supportactivities | 2836 277| 49| 84| 764|1088| 198| 298| 73| 5
Slovenske Zeleznice Group 6,752 | 673 66| 196 1,831| 2,626 542| 690 123 5
HR development
Results of commitment and motivation measurement
Opportunities for Working | Work relationships
Overall scale self-realisation conditions and cooperation
Logisties ol 379 379 356 oo 405,
[Passengermobility | . ] 380 | ] 334 310
PRImanagement | ... 368 | SIAH 338 | 402
Construction | Al I 367 ] 308 ] 3.85
Supportactivities | . ST 404 366 4.22
Slovenske Zeleznice Group 3.71 3.81 3.33 4.02
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Mentoring

Mentoring of candidates Mentoring of
for safety critical candidates for
number of hours worker positions other positions Total
Logistics SZ-Tovorni promet, d. 0. 0. 20,802 2,960 23,762
Fersped,d.oo. | |7 a8 . 478
‘Passenger mobility | SZ-Potniskipromet, d.o.o. | ss1| 4401 4782
‘PRImanagement |SZInfrastruktura,d.o.o. |  49024| 6307 55331
Construction | SZZGPLjublanadd. | 5] oa0| 1751
‘Supportactivities |SZVIT.d.oo. | 87370  15442| 102812
SszZPstoritve,d.oo. | | es| 96
Slovenske zeleznice,d.oo. | | 6109 ¢ 6109
‘SlovenskezelezniceGroup |  159088|  36033| 195121

Employee training

Number of training courses Professional training Functional training
Logistics SZTovomiprometdoo. | 8% 1994
| WVLOG M0 45
Passengermobility | SZPotniskiprometd.oo. | 408 468
PRI management SZ-Infrastruktura, d. 0. 0. 2,149 2,461
Construction | SZZGPLjubliana,d.d. |98l 191,
Supportactivites | SZviTdoo. | 20| 2,502

SzzPstoritve,d.oo. | 872
Prometniinstitut Ljubliana,d.oo. | ] 3.
SZZelezniskatiskarnadd. |l
S Slovenske zeleznice.d.o.0. | ] 1623
Slovenske Zeleznice Group 5,594 10,395
Number of employees included in professional training for safety critical workers
Special Total
Receipt | Receipt of Profes- | assessment of professional
Theoretical | of the first the next sional | professional | Work under training
training | certificate | certificate| Training| competence |supervision courses
Logsties | 88| ... 69| .. 6 . 584] . 8l 69 ....834
Passenger
mobiity |83 2| 0| ..363] ... 1 2| ....408
PRI
[management | W7 . 168 .79 188 69 o8 2149
Construction | 8 I A 8 il I 8 . o IR 93,
Support
activites | 67| t8| ..52|  uss| ) 188] . 2110,
Slovenske
Zeleznice
Group 339 401 605 3,715 133 401 5,594
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Number of functional training courses for employees

Functional training

Hours of functional training

Logistics

Slovenske Zeleznice Group

Scholarships

Logistics

Slovenske Zeleznice Group

SZ-Tovorni promet, d. 0. 0.

Part-time studies

No. of agreements

Logistics

Slovenske Zeleznice Group

SZ-Tovorni promet, d. 0. 0.

Work placements

Number

Logistics

Slovenske Zeleznice Group

SZ-Tovorni promet, d. 0. 0.
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PRODUCTION CAPITAL

The production capital of the Slovenske zeleznice
Group primarily comprises the structures, tools,
devices, rolling stock and technologies that we
possess to perform our services and accomplish
our vision and mission. This capital receives great
attention in the process of planning and operation.

Strategic projects
and objectives

® renewal of the train fleet of
SZ-Potniski promet, d. 0. 0;

® construction of a bus station, commercial
building and parking garage within
the project of building the LPC;

® renewal of the rolling stock
of SZ-Tovorni promet, d. 0. 0.;

® purchase of machinery for the
maintenance of rail infrastructure;

® modernisation of production capacities
for the maintenance of rolling stock;

® construction of a service centre for the
washing and cleaning of rolling stock.

88

Key indicators

Indicator Unit 2021 2020 Index
Availability of tractive vehicles number of tractive stock 168 157 107.0
Utiisation of ocomotives | numberofhoursaday | 2421 - 1984 1220
Utiisation of locomotives | number of kilometresaday | 64516 54222 19.0
Lghtruns | numberofhoursaday | ss| 73| 78
‘SZPotniskipromet,d.o.o.
Avallabilityof vehicles
o clectriclocomotivestype342 % | 7| so| 978
eEMU % | off 92| 989
eDMu % | 7| es| 13.8
o passengercoaches | % | 68|  e7| 1015
‘SZTovomipromet, d.o.o.
Avallabilityof vehicles
‘o electriclocomotives | || ]

types 363 and 541 % 88 76 115.8
o diesellocomotives |t % | 60| 62| o968
o freightwagons | % | 03| w2 1011

Logistics

Number of tractive stock

Electric locomotives
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Freight wagons

Type of wagon Serviced Inreserve Total Average age
For bulk cargo 1,255 535 1,790 37.0
Containers | or6| 4|  az0| 422
Otherwagons | o3| we7| 30| 362
Total | 1724 856| - 2580 378
Leasedwagons | oot | o6
Total | 2385 856| 3oz
SZ-Tovorni promet, d. 0. 0., owns warehouses with a

total surface area of 33.8 thousand square metres

in Koper, Sezana, Celje, Ptuj, Novo mesto and other

Slovenian towns.

Passenger mobility

Passenger coaches

Passenger coaches Number of Number of seats

wagons /units 1stclass 2nd class Total

Passenger coaches with seats 702 4,296 4,998
Otherpassengercoaches | 7| 0|  s9| 89
© -baggagecars | =2 |
~ -dinngcars | s o s 89
“Total conventional passenger coaches | 9a| 32| a3ss| 5,087
‘Wagonsinmotorisedtrains | 350 . 8| 22474 22952
Totalpassengercoaches | asa| 1210 26820 28,030

PRI management

SZ-Infrastruktura, d. 0. 0., owns intervention track
machinery, track machinery and equipment used
for the purposes of routine track maintenance.

Emergency machines are specialised rail vehicles
and equipment, chiefly used to remedy the
consequences of extraordinary events and ensure
the smooth flow of railway traffic. Intervention
machinery includes an intervention wagon, railway
cranes, aroad-rail intervention vehicle used to
remedy the consequences of extraordinary events,
a snow thrower and snow-removal ploughs.
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We have our own track machinery for regular

line maintenance, specifically tamping machines
for machine regulation of tracks, a track ballast
plough, road-rail vehicles for vegetation and
material removal, heavy track motor vehicle with
trailer wagons for the movement of material when
maintaining tracks and overhead lines.

In addition to track machinery, the company
owns road machinery (cars, vans, lorries), smaller
construction machinery (machines for sleeper
replacement, tractors, excavators, etc.) and other

tools, equipment and measuring equipment (rail
screwing machines, drilling machines, welding
equipment, measuring equipment etc.) for
maintenance services.

Construction

The production capital that delivers the key
competitive advantage of Zeleznisko gradbeno
podjetje (ZGP) is its possession of track
machinery. This is specialised equipment for new
construction and the renewal of rail infrastructure.
Besides specialised machinery, the company
also has all the necessary transport and
construction machinery.

Kamnolom Verd is a quarry that extracts technical
stone (limestone for further processing, in-

house use and sale) and meets the demand for
rock aggregates in the wider area. Technical

stone extraction is carried out on the basis of

a concession contract. Rock aggregates are

used for a variety of purposes, predominantly in
construction, for concrete, asphalts, mortars, track
beds, the load-bearing buffer layer, microfillers,
backfills and embankments, stone reinforcements,
watercourse regulation etc. The quarry’s output
ranges from 300 to 900 thousand tonnes a year.

Support activities

Slovenske zeleznice, d. 0. 0.

The basic aim of IT production capital is to
ensure smooth and safe railway transport and
the smooth operation of all support systems with
99.9% reliability. Our system maintains over one
hundred servers, several thousand workstations
and other devices, with priority on safety and
operational reliability.

In order to ensure reliable and efficient operation
of all IT systems and services that follow the
digitalisation strategy, we need a number

of systems which constitute the production
capital in the Group. These primarily include the
facilities of the computer centre and the back-up
computer centre, along with devices, systems

and technologies, which are subject to regular
hardware and software upgrades and updates to
facilitate the further development of services. The
most important changes made inthe area of IT
infrastructure were upgrades to the data backup/
restore systems and the private cloud server for
virtual infrastructure. Both systems were deployed
within the concept of geo-redundancy and active
high availability.

As the risks with regard to information and
cybersecurity increased in the last few years, we
intensified our investments in the introduction and
maintenance of new IT solutions which ensure a
higher level of ICT security. Most importantly, we
introduced SIEM, a system for the management

of security events and information from various
sources within the companies of the Slovenske
zeleznice Group (network devices, firewalls,
servers, workstations and applications). This
enables the centralised detection and analysis

of faulty or harmful functioning of dispersed IT
systems, which in turn facilitates the rapid detection
and responses to such events and reduces

their negative impact on uninterrupted company
operations. This system has established an
environment that achieves the required compliance
with legislation and regulations relating to IT risk
management and personal data protection.

SZ-VIT,d.o.o.

SZ-VIT, d. 0.0., offers all services needed for the
maintenance of all types of railway vehicles, and
specifically inspections, overhauls, unplanned
repairs, modifications and modernisation.

This activity is carried out in workshops in Ljubljana,
Maribor, Divaca, Dobova and Ptuj, and at work sites
in Zalog, Koper, Nova Gorica and Tezno.
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Workshop Workshop tracks (number) Rail pits (metres)
Ljubljana 25 1,820
Marbor | w850
Dvaca | of 308
P W o 140
Dobova | of 160
Total | = 2,078
Maintenance services by location
Vehicle type Type of maintenance
modifications,

inspections overhauls unplanned repairs modernisation
ELOC Lj Lj Lj, Do Lj
bLoc |1 Mb.LiDiNm |1 Mbli | MbLiDiDo |l MbLl
EMU |1 T T ibo | T
oMU |1 Mb,Lj,Pt,Di,NG,Nm |Mb,Li,Pt |l Mb.LjPtDiDoNm  |MbLiPt
“passenger coaches |Lj,PtDiDo |l Pt | LPLDiDo | Pt
freightwagons | Za,Ce,PtDo,DiKp [DoPt | ZaTePtDoDiKpDo |Do
tankcar |, Za,Te,Ce,PtDoKp |[Do | Za,Te,PtDo,DiKp,Do |Do
‘specialvehicles | Lj,DiMB,Pt |l LDiMb,Pt | LiDiMb.Do.Pt |l LMbPt

SZ-ZIP, storitve, d. 0. 0.

SZ-ZIP manages 15 car parks (55.1 thousand
square metres) and 194 holiday facilities with
778 beds, which are owned by Slovenske

zeleznice Group.
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Notable results in 2021

Investments ®

In 2021, the Slovenske Zeleznice Group made
investments in fixed assets that were 121.1% greater

thanin 2020.

Investments by the Slovenske Zeleznice Group in 2021

EUR thousand 2021 2020 Index
Logistics SZ-Tovorni promet, d. 0. 0. 21,054 12,102 174
Ferspeddoo. | 20| of| 328
w-loG.doo. | I ol
‘Passengermobilty | SZPotniskipromet,d.o.o. | 94740 35247 268.8
‘PRImanagement | SZinfrastruktura,d.o.o. | 2977| 1844|1641
Constrution | SZZelezniskogradbeno | | |
podijetje Ljubljana Group 5,792 4,012 144 .4
Supportactiiies | SZViekaintehnika,d.o.o. | 2086 2088 69.8
SzZPstorive.d.o.o. | 633 ars| - 168.8
PrometniinstitutLjubliana,d.0.0.| st el
SrZelezniskatiskarna,d.d. | ol of
Slovenske zeleznice,d.0.o. | 3ses| o737| 419
‘Slovenske zelezniceGrowp | 13239| 50348| 2211
Investments by the Slovenske zeleznice Group in 2021 by purpose
EUR thousand 2021 2020 Index
Rolling stock 119,565 47,060 2541
Constructionmachinery | ol9]  es8| 188
‘Roadvehicles | we| o27| 1269
\nformationtechnology | aass| 3884 1155
Property | 33| 2043 1061
‘Productonequipment | 1584 3339 474
Communicatonsequipment | 222 ne| 198.2
oter | 65| 225 289
Total | wame] 59348 2211
*GRI203-1
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A total of 91.1% of all investments in 2021 were
earmarked for rolling stock that is required for the
uninterrupted provision of passenger and freight
transport services. Most of the funds (74.3%)
were earmarked for the modernisation of the train
fleet inrail passenger transport, specifically for
the purchase of new, modern Stadler passenger
trains. A considerable proportion (6.3%) went
towards the modernisation of the train fleet in
freight transport, and 3.4% of the investments
inrolling stock were allocated to investments

in new special-purpose rail vehicles.

In order to ensure the maximum availability and
safety of rolling stock, investmentsin rolling
stock included regular overhauls to and the
maintenance of vehicles after the expiry of
their lifecycle, and vehicle adaptations. Some
11.7% of investments in rolling stock were
earmarked for regular overhauls, 6.6% of which
was for overhauls of tractive vehicles, 3.7% for
overhauls of unpowered rolling stock and 1.4%
for overhauls of special-purpose rail vehicles.

Adaptations of rolling stock accounted for
4.3% of investments in rolling stock, most
of it for adaptations to tractive vehicles.

Other significant investments were made in the
renewal of the business information system and
in other digitalisation programmes (3.4% of all
investments), in the replacement of production
equipment (1.2% of all investments) and in real
estate, primarily the modification of buildings for
commercial activities (2.4% of all investments).

Activities relating to
production capital

The largest proportion of investments in 2021
comprised investments in the modernisation

of the fleet of rolling stock, specifically the
purchase of 14 electric Stadler trains in passenger
transport, four shunting locomotives for freight
transport and a tamping machine for rail
infrastructure maintenance.
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Vehicles in use as at 31 December 2021
by year of purchase

Purchase structure for locomotives
(status on 31/12/2021)

until1969  1970-1979  1980-1989 1990-1999 2000-2009 2010-2019 2020-2021

Year of purchase

Purchase structure for passenger
multiple units (status on 31/12/2021)

35% .
30% .
25% .
20% .
15% .

10% .

0%

197041979 1980-1989 1990-1999 2000-2009 2010-2019 2020-2021

Year of purchase

Purchase structure for freight
wagons (status on 31/12/2021)

until1949 19501959 1960-1969 1970-1979 19801989 1990-1999 2000-2009 2010-2019 2020-2021

Year of purchase

Purchase structure for conventional
passenger coaches (status on 31/12/2021)

until1949 19501959 1960-1969 19701979 1980-1989 19901999 2000-2009 2010-2019 2020-2021

Year of purchase

Opportunities

In the following years, investment programmes

will continue to pursue the objectives set out in the
Strategic Business Plan of the Slovenske Zeleznice
Group for the period 2021-2025, as follows:

® The modernisation of our fleet of rolling stock
in passenger and freight transport will help us
achieve the objective of becoming the leading
provider of comprehensive logistics services for
freight and passenger transport in the region.

® The modernisation of the fleet of passenger
trains will provide passengers with
comfortable, safe and modern transport.

® The purchase of new machinery for the
maintenance of rail infrastructure will
facilitate long-term modernisation of rail
infrastructure as a requirement for the
development of modern logistics services.

® Preparation of relevant documentation
for the LPC and its construction will
contribute to the integration of public
rail and bus transport services.

® The renewal of the BIS (business information
system) and other digitalisation programmes is
an essential cornerstone of further development.
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Indicators by pillar

Investments by pillar, company and purpose in 2021

PASSENGER PRI
Investments LOGISTICS MOBILITY MANAGEMENT | CONSTRUCTION SUPPORT ACTIVITIES
B B B B s B . Prometniinstitut | SZ-Zelezniska B
EUR thousand SZ Group SZ-Tovorni promet Fersped | VV-LOG SZ-Potniski promet | SZ-Infrastruktura SZ-ZGP Group SZ-VIT SZ-ZIP Ljubljana tiskarna SZ,d.o.o0.
A. ROLLING STOCK 119,565 19,916 o (o] 93,735 1,641 4,114 105 [o] (o] (o] 54
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SOCIAL CAPITALY

Social capital is a form of economic and cultural
capital which creates social networks through
relationships that are based on reciprocity, trust
and cooperation.

Stakeholder portfolio

Cooperation with all stakeholdersis the
established way of implementing our corporate
vision, mission, strategy, and management and
governance. We maintain and nurture a responsible
relationship of cooperation and partnership

with our stakeholders as the key elements of

social capital.

National institutions, European Union institutions
and regulators:

® Slovenskidrzavniholding, d. d., which executes
its founder rights on behalf of the Republic
of Slovenia as the only founder and sole
partner of Slovenske zeleznice, d. 0.0,

® National Assembly of the Republic of Slovenia;

® Ministry of Infrastructure,
Slovenian Infrastructure Agency;

® Public Agency of the Republic of
Slovenia for Railway Transport;

® Supervisory Board of Slovenske zeleznice;
® European Commission;

® DG RAIL - Directorate-General for Mobility and
Transport (a body of the European Commission);

® ERA - European Union Agency for Railways.

Suppliers:

® producers of electricity and petroleum products;

® other suppliers and business partners.

'*GRI102-6,102-12,102-13,102-40, 102-42,102-43,102-44, 413-1

Vocational and professional associations:

ERA;
CER;

Chamber of Commerce and Industry -
Transport Association;

Slovenian Logistic Association

Research and educational organisations:

The universities of Ljubljana and Maribor;
Institute of Traffic and Transport Ljubljana

educational institutions - primary, secondary
and other schools,

Civil society:

communities;
civilinitiatives;

non-governmental organisations.

National, regional and local media:

print media;
electronic media;
online media;

social networks;

Nova proga magazine;

agencies.
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Cooperation with other
stakeholders

The Slovenske zeleznice Group strives to spread
the principles of socially responsible conduct in
the business and social environment that it actively
shapes. The Group participates in the development
of professional solutions in mobility and logistics,
and fosters environmental literacy in rail transport
as the most sustainable means of transport for
passengers and goods. It also supports the
activities of various organisations. Its support does
not extend only to vocational organisations, but
also to a wider circle of stakeholders who influence
the development of the Slovenske Zeleznice Group
and the progress of society at large.

100

&)

Key stakeholders Highlighted activities, indicators and results

(D)@

(0)

Banks 11 EBITDA:EUR 83.8 million
Employees 12 Noofemployees as at 31 December: 6,752
Trade unions 13 Number of training courses: 15,989
Suppliers 14 We expect our suppliers to:

-respect humanrights

-reject all forms of illicit work

- have internal controls and a system for the management of risks and
conflict of interest

- comply with anticorruption and competition legislation

-manage the risk of fraud and misuse.

Customers and users 15 Number of passengers carried: 11,860.4 thousand
Local government 16 Quantity of goods transported: 18,925.3 thousand tonnes
Media 17 Direct communication and notification via various communication

channels such as websites and social networks.
International institutions 18 Inauguration of the Alpine-Western Balkan Rail Freight Corridor.
State institutions 19 Inthe context of the Slovenian Presidency of the Council of the EU:
- engagement in activities related to rail transport
- collaboration with the Ministry of Infrastructure
- linking and exchanges between national and foreign rail stakeholders

Owners 20 Number of Supervisory Board sessions: 16

Social responsibility

21

25

26

27

Sponsorship funds for sports associations, including the Slovenian Tennis Association,
Basketball Federation, Ski Association and Shooting Union, and the Olympic Committee of
Slovenia. Support for sports clubs: SZ Olimpija Hockey Club (general sponsor), Alpetour
Skofja Loka Ski Club, Adria Mobil Cycling Club, Olimpija Swimming Club and other clubs.

We financially supported the purchase of a transport vehicle for children with severe health
conditions and participated in the Podari Zivlienje (Give Life) campaign.

Sponsors of the 1,000 Ballls for 1,000 Children campaign (1,253 balls donated).

A chain of good people. We supported a project of the Association of Friends of Youth
Ljubljana Moste-Polje, which accomplished the goal of helping 500 families in crisis.

Collaboration with the police. “The train can't stop, but you can!” - increasing the awareness of
young people in school centres near railway lines.

For anumber of years, we have donated funds to volunteer fire brigades across Slovenia.

Sponsorships of cultural organisations (Cankarjev dom, Festival Ljubljana, Slovenske
Zeleznice Brass Band, Tine RoZanc Railway Cultural Society).



Stakeholder

Content of engagement, key topics

Method of engagement

Frequency of engagement

Owner, founder

Employees

Trade unions

Customers/users

International
institutions

Local government

Business strategy, implementation of
annual capital investment management
plan and reporting on operations.

Notification of employees regarding

the objectives of and current events

at the company, notification regarding
changes at the company, wage system
and remuneration for performance,
relations between employees, work-life
balance, education and additional training,
and occupational health and safety.

Notification of trade unions regarding
the objectives of and current events

at the company, notification regarding
changes at the company, notification
regarding proposed bylaws governing
matters relating to employment
relations and wages, notification
regarding disciplinary procedures
and participationin committees.

Provision of servicesin accordance
with contractual provisions, tariffs and
regulations - reliability and accuracy.
Customer satisfaction, quick resolution
of complaints and claims for damages,
notification regarding anticipated and
unanticipated impediments to traffic
and the associated measures, and the
expansion of contractual cooperation.

The fulfilment of contractual obligations,
quality of supplied materials and
services rendered, resolution of
complaints and informative offers.

Allocation of funds, importance of
providing and developing services for
customers and other stakeholders.

Provision of payment transaction services,
securing of financing for investments and
current operations, and the securing of
bank guarantees for various transactions.

Information regarding current international
developmentsin European transport
policy and eventsinrailway transport,

the development and importance of
railway transport in the international
environment and the promotion of all
forms of international cooperation.

Transparent information regarding
operations, significant business
events and changes within the
Slovenske Zeleznice Group.

The Group’s activity in the local community,
strategy on the development of the local
community, affordability, traffic safety,
accessibility to services for persons with
varying degrees of disability, investments
in the infrastructure, and the co-financing
of sporting and cultural projects.

Meetings at SDH headquarters,
proactive communication through the
Supervisory Board, regular participation
of the investment administrator in
Supervisory Board sessions.

Personal contact, email, participation

in management (workers’ directors,

Works Council, trade unions, employee
representatives on the Supervisory
Board), measurement of the organisational
climate, the Nova proga internal newsletter,
internal events, announcements on
theintranet and bulletin boards.

Personal contact, email, participation
in social dialogue, the Nova proga
internal newsletter,announcements
ontheintranet and bulletin boards.

Directrelations, via telephone, email, the
websites of Slovenske Zeleznice Group
companies and sales conferences.

Meetings, telephone
conversations and email.

We consistently comply with and fulfil our
obligations to the state. We comply with all
regulations, including certain guidelines.

Inperson, via telephone and written
business correspondence.

Communication via email and telephone.
Personal contact at meetings at

home and abroad, and at international
conferences and railway-related events.

Viatelephone and electronic media,
interviews, the organisation of press
conferences and personal meetings
with representatives of the media.

Direct contact with local decision-makers,
the allocation of funds for sponsorships
and donations in accordance with internal
rules on the treatment and approval of
sponsorships and donations, and meetings
with mayors and municipal administrations.

Justification of the owner’s trust
through monthly and quarterly
reports on operating results.

Active daily engagement with
employees. The objective is to
build a culture of mutual trust,
respect, continuous learning, and
responsible and efficient work.

Active daily engagement with
trade unions. The objectiveis to
build a culture of mutual trust,
respect and cooperation and
to ensure social dialogue.

Permanent contact that is based on
respect, trust and fair treatment.

Contact for throughout
the contract term.

We justify allocated funds through
interim and annual reporting
regarding operating results.

Regular daily engagement. Permanent

contact to ensure afast response
toinitiatives from the international
environment, and the provision of

information regarding current eventsin
the international railway environment.

Regular and proactive cooperation
with the aim of providing timely

and high-quality informationin

the form of press releases and
announcements for the media,
meetings with representatives of the
media, responses and explanations.

Regular and proactive cooperation
with the aim of contributing
toimproved living standards

and equal opportunities.
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Notable results in 2021

Grievances, compliments, complaints,
claims for damages, surveys

Logistics
Freight transport Unit 2017 2018 2019 2020 2021
Grievances number 9 6 1 0 1
Compliments | number | ol 6] I ol 0
Complaints | number | 1038  1s72|  1s91|  1os9| 902
Claimsfordamages |1 number | 86|  ter| s2| of| 16
Formalreports |1 number | 485 so7|  s48|  s91| 578
Suveys | .85%ratng | | | | |
of 3 or higher - - 83 - -

In 2021, we received one grievance in freight
transport which concerned the inadequate
notification of a customer of the arrival of

ashipment.

We received 902 complaints, which is 14.8%
less than the year before, or 0.4% of the total
number of shipments invoiced.

There were 24.6% less claims for damages

thanin 2020.

Passenger mobility

The number of formal reports about the actual
situation (CIT20) was down (index 2021/2020
= 97.8). The majority of reports were issued at

the request of customers due to differences in
the weight of or damage to specific shipments
(e.g. scrap metal, waste and cars) through the

fault of customers.

No customer satisfaction surveys were carried
outin 2020 or 2021.

Passenger transport Unit 2017 2018 2019 2020 2021
Grievances number 504 654 635 484 467
Compliments | number | 61| 31| a3 13| 257
Complaints | number | 807  ee0|  s08| 585| 209
Claimsfordamages |1 oumber | 23| s8] 35| 6| 7
Suveys  |88%suveys | | | | |
scored 3> 59 72 83 70 82
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In 2021, we had fewer passenger grievances
thanin the years before. There was anincrease

in grievances about train punctuality (due to
substitute bus services resulting from line
upgrades and maintenance and malfunctions in
motorised trains). Other grievances related to
crowded trains, technical deficiencies such as poor
air conditioning on trains in the summer and heating
in the winter, mobile ticketing, and the prices and
terms of transport services. A few grievances were
made about train and station personnel with regard
to their helpfulness and passenger expediting, and
technical deficiencies at stations.

The number of favourably resolved complaints was
down relative to the years before due to a change
in tariff terms. The majority of complaints related to

the inability to inspect tickets on the train which had
been purchased through various sales channels.

Claims for damages were filed primarily due to
delays and failure to catch connections to the
last train of the day and the non-operation of the
ticketing system.

The average rating of quality elementsin 2021
was 3.55, which is anincrease on 2020. The
respondents felt that all the elements of transport
service quality had improved, which may to

some extent be attributed to the introduction of
new trains. Train speed and services at stations
remained the worst rated elements of transport
service quality, whereas the presentability and
helpfulness of staff were given the best ratings.

Train delays
Unit 2017 2018 2019 2020 2021
Passenger trains min./100 km 4.0 4.5 2.2 27 3.9
Freighttrans | | | | | 1
(SZ-Tovorni promet) min./100 km 130.8 154.5 116.6 871 127.8
Freighttrains (all operators) | min/t00km | 03| 1226 97| 726 954

Therise indelays in 2021 was largely the result of
investments ininfrastructure which caused track
closures and slow travel. The planned protracted
traffic disruptions in our network statement are
taken into account when making the timetable
(travel times are adjusted to the travel of substitute
transport services, taking into account slow travel).
When preparing timetables, it is impossible to
factor in all short closures and slow travel.
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The delays of freight and passenger trains
increased in 2021 relative to the previous year
as aresult of renovation works on Maribor and
Pragersko stations, and the left track between
Ljubljana and Brezovica stations, the weekly
one-day closures of the line between Diva¢a and
Koper stations, the maintenance works on the
line between Jesenice and Ljubljana stations,
and the additional delays caused by substitute
bus services.

Evaluation of passenger train punctuality

Delays up to Delays 5 minutes R + Delays up to
Total Regular (R) 5 minutes and more 5 minutes
number of
Year trains number % number % number % number %
2017 150,099 74,160 494 40,735 271 35,204 | 23.45 114,895 76.5
2018 150,718 71,469 474 42326 281 36,923 | 24.5 113,795 75.5
2019 153,133 92,591 60.5 42483 277 18,059 1.7 135,074 88.2
2020 109,776 67,793 61.8 29,460| 26.8 12,523 1.4 97,253 88.6
2021 157,172 78,118 49.7 45572 | 29.0 33,482 214| 123,690 78.7

Activities relating
to social capital ®

Participation in the
international environment

As amember of several international rail
organisations, associations and initiatives,
Slovenske zeleznice plays an active role in the
international sphere. Not only does it participate

in various activities of these organisations, but

it also organises meetings with international
participation, hosts visits from national and foreign
rail stakeholders, and collaborates with companies
and railway administrations, all of this to forge
connections, achieve synergies and facilitate
improved services for the users of rail transport
and a more favourable environment for the rail
community to work in. This kind of engagement
also allows Slovenske zeleznice to follow
international developments in rail transport and,

in turn, provide information to and connect with the
relevantinterest groups.

2021was a very important year for Slovenia, as it
held the presidency of the Council of the European
Unionin the second half of the year. Accordingly,
Slovenske zeleznice actively engaged in activities
relating to rail transport, closely collaborated

with the Ministry of Infrastructure which covered
the transport sector at the international level

8GRI102-4

during the year, and worked to ensure linking and
quality exchanges between national and foreign
stakeholders, as well as relevant players at the
state level. During the Slovenian presidency,

the two main topics that prompted the greatest
exchange of views and had significance for

the rail sector were EU recovery in the wake

of the COVID-19 pandemic and the digital and
green transitions.

Linking through corridors

In the context of the RFC 10, an inauguration
ceremony was held in September 2021 0n
launching the Alpine-Western Balkan priority rail
freight corridor. The corridor comprises

2,114 kilometres of main railway lines, 21 intermodal
terminals and 12 switchyards in five countries:
Austria, Slovenia, Croatia, Serbia and Bulgaria.
The aim of integration is to strengthen cooperation
between PRI managers on key aspects such as
the allocation of train paths, the introduction of
interoperable systems and the development of
infrastructure, finding the right balance between
freight and passenger transport along the RFC,
ensuring an adequate PRI network capacity to
match market needs for freight transport, and
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ensuring common punctuality targets with respect
to freight train delivery.

Suppliers and business partners

Our customers, suppliers and other business
partners are continuously monitored and the risks
stemming from our business relations with them
are efficiently managed. This is how we prevent
potential losses or damage to our reputation. We
expect our suppliers to respect human rights and
provide a working environment that honours the
dignity and privacy of individuals, and to reject all
forms of illicit work. They need to have internal
controls within their system of risk and conflict of
interest management, and promptly notify us of any
conflicts of interests that could directly or indirectly
affect the Slovenske zeleznice Group, comply with
anticorruption and competition legislation and
manage the risks of fraud and abuse.

Public relations

In accordance with its business policy and access
to public information, the Slovenske zeleznice
Group communicates and shares information with
the media about the Group’s current operations,
new services and activities and strategic long-term
objectives, and gives timely answers inresponse to
journalists’ questions.

The media play animportant part in creating the
company’s image, since their reporting makes a
contribution to shaping public opinion. Only the
Director General of Slovenske Zeleznice, d. 0. 0.,
and/or the head of corporate communications in
the Slovenske Zeleznice Group are authorised to
share data and communicate with the media, in
line with the principles of truthfulness, consistent
provision of information and transparency.

Employees who by arrangement or accident
communicate information about the Group

to the public, shape the public perception of
the Slovenske zeleznice Group and share
responsibility for its reputation. Even in private
relations with the public, we should be aware as
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employees that our conduct and comments uphold
and create the company’s reputation.

When communicating on social networks we are
aware that as the employees of the Slovenske
zeleznice Group we also represent the company,
so we communicate with care and in line with

the company values and principles. We do not
communicate on behalf of the Slovenske zeleznice
Group. When present online as individuals outside
the scope of our work responsibilities in the
Slovenske Zeleznice Group, we always make it
clear that we are expressing our personal views
and not those of the Group.
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INTELLECTUAL CAPITAL

Strategic projects
and objectives

Rapid changes in the business environment have
led to the rapid development of technologies (in
particular IT), specific customer requirements,
increasingly intensive competition and a higher
quality of products and services. Employee
know-how and skills are crucial in today’s
dynamic environment. They mean an advantage,
and companies are increasingly aware of the
importance of the targeted guidance and
management of employee know-how and skills.
Apart from people and technologies, know-how is
the crucial driver of change in the modern world.

The Slovenske zeleznice Group runs a number of
developmental projects which are a vital building
block of the Group’s strategic transformation and
a foundation for future development.

Notable results
in 20211"°

Safety is the paramount aspect of rail transport.
We strive to ensure safe and well-managed

rail infrastructure, and safe rail transport is an
important element of comprehensive traffic safety,
since the frequent intersections of the railway with
roads also affect safety in road traffic.

Interoperability constitutes the ability of the
European rail system to allow the safe and
uninterrupted rail travel of trains with respect to
the required levels of performance for these lines.
Interoperability is ensured with appropriate design
planning, construction, upgrades, renovations,

“GRI102-4
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operation and maintenance of rail transport, and by
complying with the professional, health and safety
requirements that apply to the work of railway
workers who are responsible for the operation and
maintenance of the trans-European rail system.

The project of installing the ERTMS/ETCS system
(European train control and management system)
on sections of railway lines is designed to enable
the interoperable conduct of railway traffic on
these sections.

The travel of trains across the railway network
requires a signalling system for safe traffic
management and the assurance that trains

can always avoid each other. However, every
European country has developed its own technical
specifications for these signalling systems, as
well as track gauges, safety standards and power
supply standards. As a consequence, there are
currently 30 different signalling systems in the
European Union for the management of rail traffic,
and they are not interoperable.

To solve this problem and help establish a
single European rail area, the European rail
sector has begun to develop a European
system of governance, management, signalling
and communication - the European rail traffic
management system (ERTMS). The goal of the
ERTMS is to replace all the existing systems of
signalling in Europe with a single system that will
promote the interoperability of national railway
networks and cross-border rail transport. The aim
of the ERTMS is to provide a common standard
that will enable trains to travel seamlessly
through different countries and facilitate

rail competitiveness.

In 2021, SZ-Infrastruktura, d. 0. 0., managed and
maintained the radio network of the GSM-R
interoperable system and the dispatch network of
the public rail infrastructure. In 2021, we regularly
maintained and improved the functionality

of systems:

® Dy installing and introducing GSM-R on
locomotives in freight and passenger transport;

® by training users for the use of GSM-Rin
shunting, on pick-up trains, and by training
wagon surveyors and supervisors;

® by maintaining the GSM-R network (transport
network for packet and connection-oriented
transmission of speech and data, base stations
and remote radio stations, core network, digital
dispatch system, etc.);

® by establishing hosting with Deutsche Bahn
Netz A.G.;

® byimplementing QATS (Quality Assurance
Troubleshooting System), which provides
an overview of key performance indicators
for services across the GSM-R network and
all connections with other GSM-R networks
of other countries that we have hosting
contracts with (Austria, Italy, Hungary, Czech
Republic, Germany);

® byintroducing an umbrella supervisory system
which will provide an overview of the operation
of all GSM-R network elements in a clear way
(displayed at workstations and on the wall
display at the Operational Control Centre
(OCC GSM-R));

® with plans for upgrades and improvements
to the GSM-R system on the radio side and in
user devices (mobile phones for shunters, new
telecommunication counters for the busiest
posts of traffic officers, new features in the
radio network).

The upgrades are helpful in detecting faults

in the telecommunications network, the

user functionalities are improved and the
network’s operation is stable and reliable with
minimal downtime.

We are also preparing to change over to the
next generation of radio communicationsin
railways - the FRMCS (Future Railway Mobile
Communication System).

We have had an expert group for the drafting of
regulations since 2012. The group’s main task is to
collaborate on the drafting of regulations relating to
the Railway Transport Safety Act and the Railway
Transport Act. Members of this expert group have
extensive knowledge gained from years of working
to ensure the safe management of the PRI, and they
work actively with government bodies, such as the
Ministry of Infrastructure, the Public Agency for Rail
Transport and the Infrastructure Inspectorate of
the Republic of Slovenia.

We worked with government bodies in 2021
in the formulation and/or harmonisation of
legislative proposals.

We collaborated in the formulation of the bill for the
Act Amending the Railway Transport Act, which
was passed in May 2021. The main purpose of
this act is the proper transposition of provisionsin
Directive 2012/34/EU that relate to requirements
regarding good repute and the maintenance or
revocation of licences issued by the licensing
authority. The arrangement of superficies will
facilitate the construction of new facilities, such as
parking lots, bike sheds, bike lanes, overpasses,
underpasses, etc., which the law did not allow on
PRI property before it was changed.

We took part in the preparation of the Act
Amending the Railway Transport Safety Act, which
was passed in May 2021. The main purpose of the
actis amore precise definition and explanation

of certain procedures linked to operating permits
for rolling stock that are carried out by the safety
authority, in accordance with the findings of the
European Rail Agency reached in its supervision of
the Public Agency for Rail Transport.

We participated in the drafting of the Decree
amending the Decree on the allocation of train
paths, user charges and the performance regime
on PRI. The amendments were made to adapt the
decree to the processes of train path allocation,
in particular by including multi-year planning and
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temporary restrictions on the capacities of train
paths. The decree is to come into force in 2022.

We also took part in developing the rules
listed below:

® Traffic Rules, which define the conditions and
method for organising and providing safe ralil
traffic on the Slovenian rail infrastructure; the
Traffic Rules are under consideration of the
European Union Agency for Railways and will
take effectin 2022;

® Rules on the signalling-safety devices,
which have undergone harmonisation by all
railway system stakeholders and are under
consideration of the European Union Agency for
Railways and will take effect in 2022;

® Rules on brakes, safety devices, special devices
and equipment of railway vehicles, which will
replace the Rules on the safety equipment
on railway rolling stock and will come into
forcein 2022;

® Rules on special health conditions for obtaining
and maintaining a licence for train driver, which
were adopted by the Ministry of Health with the
consent of the minister of infrastructure;

® Rules on train drivers, training centres,
examiners and examination centresiin
accordance with EU regulations, which were
adoptedin May 2021;

® Rules on railway track substructure and Rules
onrailway line superstructure. Both sets of rules
are to come into force in 2022.

In 2021, approximately 520 new internal regulations
or amendments thereto were adopted at Group
level. The key regulations are those that apply to
the entire Slovenske zeleznice Group, since they
allow us to harmonise processes across the Group.
Consequently, such regulations contribute to a
more successful operation of the Group and its
respective companies at all levels. A noteworthy
example is the Code of Conduct, comprising
regulations relating to HR processes and payroll
services, information security and financial risks.
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Quality management system

As regards our system of quality management
under ISO 9001, are-certification audit was
completed successfully in 2021.

The measured performance indicators showed
that we achieved or exceeded our annual goals
inkey IT processes. Owing to the high quality of
our development and maintenance of information
support, and the excellent availability and security
of key IT services, we provided quick and effective
support to our users.

Our effective and professional performance of
processes was also confirmed by our customers,
who gave high ratings for the work performed in the
satisfaction survey made at the end of 2021.

The mission of the quality management system is
to ensure quality through continuous investments
toimprove products, processes and services. This
is achieved through the effective functioning of the
quality management system in accordance with
the principles of best practices and regulations
that govern the area of quality in the Slovenske
zeleznice Group.

Customer satisfaction is one of the most important
objectives of the quality management system.

It tasks management staff and employees with

the coordination of work with the requirements
and expectations of their customers within legal
frameworks and best practice guidelines.

Quality policy

The quality assurance policy sets out a

work method that provides customers with
environmentally friendly, safe and reliable services
and thus contributes to the improving quality of life
and development of other services in Slovenia. In
this way, we ensure the successful operations and
growth of the company as a sound foundation for
the development of employees, and the satisfaction
of owners and other relevant stakeholders.
Management staff and all employees within the
Slovenske Zeleznice Group are committed to
meeting the demands and expectations of our
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customers, and to constantly improving the
effectiveness of the management system.

Administration of
management systems

Slovenske Zeleznice Group companies
maintain 23 certified management systems.
SZ-Infrastruktura, d. 0. 0., holds an operating
licence in the scope of its safety management
system, while operators hold safety certificates
issued by the licensing authority.

Audits of the ISO 9001:2015
quality management system

The quality management system is overseen by
the relevant certification body, and other control
and certification authorities. The functioning of the
systemis verified via internal and external audits,
and supplier assessments.

An external audit for ISO 9001:2015 was carried
out at Slovenske Zeleznice Group companiesin
November 2021.

The audit team determined that the Slovenske
zeleznice Group had established and maintained
a management system in accordance with the
requirements of the standard, and demonstrated
the system’s ability to achieve the policy and
objectives of the organisation.

Development of digitalisation

The Digitalisation Strategy of Slovenske zeleznice
lays down the guidelines of strategic development
for the following activities: transport logistics,
passenger transport, railway traffic control,
maintenance, construction and other activities.
Implementation of the Strategy, which envisages
the construction of amodern integrated information
system, has resulted in an important pool of
knowledge and relations which are necessary

to analyse and digitalise business processes.
Through the digitalisation programmes, the know-
how and competencies of individual Slovenske

zeleznice Group employees are aggregated
into shared knowledge and experience, which
has played an important role in increasing
intellectual capital.

New information solutions are also developedin
collaboration with external development teams.
During work on projects, employees benefit from
the intensive generation of skills and know-how,
which applies to our development engineers as
well as the users of information services. This
new intellectual capital creates the conditions
for effective further internal development of
information services.

Our activities within the digitalisation programmes
conformed to the strategy of Slovenske zeleznice.

The Document and archiving systems programme
includes setting up an electronic archive with a
regulatory framework of operations and a revision
of the existing classification plan. Within the Internal
rules project, we carried out an inventory and
assessment of the requirements in accordance
with the check-list for self-evaluation and the
verification of internal rules. We are preparing to set
up an e-storage system, and its implementation will
bring savings in office supplies and facilitate better
utilisation of employee working hours.

With our Transport logistic information system
programme, we are establishing comprehensive
information support for existing business
processes at SZ-Tovorni promet, d.0.0. The
programme will ensure a modern, integrated
business information system for the transport
logistics sector that will fully support the

direct services of rail transport, multimodal

and intermodal transport services and the
accompanying logistics services.

The Programme of the digitalisation of rail
infrastructure operation comprises applications
and systems for rail transport operation, which will
be connected to the signalling safety systems for
train traffic control. The connection to signalling
safety systems will take into account all the
necessary safety aspects. Within the programme,
the functional requirements of the necessary
information systems were identified (automatic

capture of train location data, a module for train
arrival prediction, active monitoring of train traffic,
construction of timetables, etc.) and the associated
investment documents were prepared.

In the framework of asset management
digitalisation, we strive to deliver the fundamental
strategic objective of becoming an efficient
maintenance provider for amodern and safe rail
infrastructure. As part of these projects, a new

IT system was implemented at SZ-VIT, d. 0. 0.
New functionalities for record measurement
sheets were developed, along with support for
the calibration of measurement devices and
interfaces for connectivity with other information
systems in SZ-Infrastruktura, d. 0. 0. By using the
functionalities available within the new IT support,
we aim to increase PRI utilisation and enable the
development of comprehensive rolling stock
maintenance services.

Within the projects Automation and optimisation of
planning and allocation of train crew in passenger
transport and Automation and optimisation in

the planning of the allocation of tractive vehicle
personnel and tractive vehicles, we tested

the operation of working systems under test
conditions. At the end of the year, we also
completed the transition to a trial production
environment. The new information solution will
provide the benefits of optimised planning (of
personnel and vehicles), automatic preparation
of payroll data, optimised vehicle use, and abolish
manual records, etc.

In our Time management project, we launched
production operation at the Ljubljana section of
the technical wagon services unit in July 2021.
In November, the system was set up at Tovorni
promet, d. o. 0., for administrative workers, and
at the organisational units in Hodos and Sezana.
In December, it was set up at the unitsin Celje
and Dobova.

In the second half of 2021, we made a specification
of requirements for the implementation and
integration of a mobility services platform,

a customer management solutionand a
comprehensive real estate management system.
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Digitalisation of HR processes

In 2021, a new feature for the management of
preventive medical examinations was developed

in the HR information system and put into practice.
The feature enables predominantly digitally
supported management of documents and records
on preventive medical examinations.

In the area of HR processes digitalisation,
a framework of requirements for the future
digitalisation of HR processes was prepared.

We are planning to start an upgrade to the
digitalisation of HR processes in 2022, including
solutions that will help improve the efficiency and
performance of the HR function. A new strategy
for the digitalisation of human capital management
was approved.

BIS programme

In 2021, BIS continued to undergo upgrades
and adjustments to meet the operational needs
of Slovenske zeleznice Group. The following
information solutions were introduced:

® implementation of a sales module for
SZ-Infrastruktura, d.0.0;;

® implementation of a functionality to support
procurement processes and material
warehousing operations for SZ-Infrastruktura,
d.o. 0.

e SapCo:implementation of an electronic
confirmation workflow for received invoices
(SZ-Tovorni promet, d. 0. 0., and SZ-Potniski
promet, d.0.o0) and support for the management
of internal orders for Slovenske zeleznice, d. 0.0,

® SAP Treasury:introduction of support for the
raised and given loans of Slovenske Zeleznice
Group companies;

® implementation of additional controls and datain
procurement procedures (purchase agreements
and purchase orders, reports);

o SAP BW:deployment of a data warehouse as a
source of data for the performance of financial
consolidation of data and planning;
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® implementation of a programme for the
automatic accounting of inventory impairments;

® automation of payment transactions and
compensations between Group companies and
other business partners;

® upgrading of business analytics solutions.

In the second half of 2021, we completed

the specification of requirements for the
implementation and integration of the MaaS
(Mobility as a Service) platform, the CRM
(Customer Relationship Management) system and
areal estate management system.

Information support

In the area of information infrastructure, excellent
results were achieved as regards the availability
of all key information services, which functioned
without interruptions, ensuring the smooth
provision of rail transport and other services.

In keeping with the life cycles of systems, we
continued to upgrade key infrastructure and
deploy high availability information services with
ensured geo-redundancy, which allowed us to
ensure the appropriate capacity and reliability
of all elements of the system, and significantly
reduce the risk of unforeseen failures of the
information infrastructure.

The service centre of Slovenske zeleznice, which
provides 24/7/365 support for end users, helping
them eliminate errors on their personal computers,
work with IT resources and resolve software
problems, received and processed a large number
of claims with regard to the changed work regime
associated with the pandemic in 2021.

The central element of the information solutions
of Slovenske zeleznice is its complex information
system for rail transport monitoring (ISRTM). Its
main purpose is to provide support for the core
functions of the rail system, such as rail traffic
control, freight traffic monitoring, the monitoring
of the movement of shipments, tractive vehicle
management, shift assignment for shunting staff
and other basic functionsin real time. The system,

which processes close to 800 trains and

300 tractive vehicles per day, requires some
2,000 employees to function. The ISRTM allows
us to keep records of the work of train drivers, and
process around 5,000 freight wagons per day
(up to 2,000 of which carry shipments);

Considering the importance of flawless and
uninterrupted operation of ISRTM applications
(the main part of the system operates 24/7 as
part of critical infrastructure), it is essential that
all the supportis adequately provided to ensure
the operation of the ISRTM in order to maintain
high system reliability. The development and
maintenance of the ISRTM in 2021 followed the
requirements of users and the situation on the
market. Several new and important functionalities
were implemented and human resource risks
were partially reduced, all of which contributed
toreliable information support for core work and
business processes.

Major upgrades of application software in 2021:

® upgrade of eVK (i.e. electronic timetable) - the
display of the valid timetable was upgraded with
adisplay of enhanced notifications and slow
train services;

® upgrade of ETL (i.e. electronic bill of lading) - the
ETL was upgraded with additional functionalities
for the visualisation, entry and printing of bills of
lading by SZ-Tovorni promet, d. 0. 0. (ETP Portal);

® URP (i.e. marshalling yard management) - the
new hump system of train marshalling at the
Zalog station included the development of its
integration with the ISRTM environment;

® notification of trains;

® | jubljana Line - information support
was provided for a new freight transport
product (Ljubljana-Salzburg);

® upgrade of the business link between
SZ-Tovorni promet, d. 0. 0., and the Port of Koper
(Luka Koper, d. d.). An information system which
will cover all the production processes and
procedures within the Koper hubis currently
in development. The system will enable full
monitoring of individual operations which are
conducted at the Koper freight station and at the
Port of Koper.

Control of business processes

The Slovenske zeleznice Group controls
processes and associated services in various
phases. This is how we ensure compliance with
laws, regulations, prescribed standards, and
specific requirements and procedures.

External controls are performed by various
inspection bodies, external auditors and external
assessors who ensure compliance with legal
and other requirements to which the Slovenske
zeleznice Group is bound. In addition to external
controls, we also have in place various forms of
internal control that are performed by internal
auditors, internal control inspectors, internal
assessors and other authorised persons

at companies.

In the scope of internal controls, they verify the
quality of services, documentation and compliance
of business processes with the requirements of
individual forms of internal control, standards and
best practices. Process managers are responsible
for controlling individual processes through

the systematic measurements and monitoring

of process efficiency based on indicators and
established objectives.
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Opportunities

In 2021, we made an inventory of the work
processes in all Slovenske zeleznice Group
companies within the project Job evaluation, wage
system reform and HR plan formulation for the

SZ Group. We worked with an outsourced provider
to design an operative model of business and
make an inventory of business processes for the
Slovenske zeleznice Group. The model is designed
on the basis of the outsourced provider’s own
methodology and the organisational structure of
the Slovenske zeleznice Group. The operative
model of business processes focuses on activities
and processes.

The operative business model comprises nine
umbrella processes, 48 first-tier processes and
186 second-tier processes. The model served as
abasis to develop the responsibility matrix (RAC
matrix - Responsible, Accountable, Consulted),
so that aresponsible person is assigned to each
identified second-tier process.

In 2022 we shall continue to develop the new
proposal for a job classification model with job
evaluation, and based on that arenewed and
simplified wage system and its implementation.
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Indicators

Overview of management systems

ISO 9001 1ISO 14001 ISO50001 | EU 445/2011 | EU 798/2016
quality | environmental energy ECM Safety
management | management | management | maintenance | management
system system system of freight system
wagons
SZ-Tovorni promet, d.o. 0. v v v v v
Fersped,d.o.o. v
SZ-Potniski promet, d. 0. 0. v v v v
SZ-Infrastruktura, d. 0. 0. v v v v
Zeleznisko gradbeno podjetie, d. d. v v v
SZ-VIT,d.o.o. v v v v
SZ-ZIP, storitve, d. 0. 0. v v v
Prometniinstitut,d. 0. 0. v
Slovenske zeleznice, d. 0. 0. v v v
ISO 9011:2015 internal audit indicators
Number of Number Numberof| Number Number Number
planned of audits | cases of non- | of obser- of recom- of best
audits | completed | compliance vations | mendations practices
identified issued issued | recognised
SZ-Tovornipromet, d.o. 0. 5 5 0 5 4 1
Fersped,d.o.o. 2 2 0 0 2 0
SZ-Potniski promet, d. 0.0 3 3 0 3 6 0
SZ-VIT,d.o.o0. 7 7 0 3 5 2
SZ-Infrastruktura, d.o. 0. 7 7 0 9 10 1
SZ-Zeleznisko gradbeno
podjetje, d.d. 3 3 0 0 8 5
SZ-ZIP, storitve, d. 0. 0. 1 1 0 1 0 0
Prometniinstitut,d. 0. 0. 3 3 0 0 4 0
Slovenske zeleznice, d. 0. 0. 0 1 8 0
Slovenske Zeleznice Group 37 37 0 22 47 9
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NATU RAL CAPITAL 20 ® that the system of management in the companies  Key activities:
of the Slovenske zeleznice Group conforms to e the optimisation of energy consumption in
the requirements of the ISO 14001 environmental

activities and processes;
standard and the ISO 50001 standard for energy P
management systems:; ® measures to reduce negative impacts on the

environment pursuant to applicable regulations

e that all stakeholders within the Slovenske (legal and other requirements):

zeleznice Group fully comply with the applicable

In accordance with the adopted Code of territory of Slovenia or the European Union, legal and other regulations that in any way * thegradual energy rehabilita’Fion of buildings
Conduct of the Slovenske Zeleznice Group, and sharing relevant information with all regulate the area of environmental protection (replacgment of doors and windows and
its environmental and energy policies, and other stakeholders in the Slovenske Zeleznice Group; and energy efficiency; renovation of roofs and facades);
bylaws that govern its environmental management e providing expert assistance with the e the regular monitoring of the use of resources, e the purchase of new vehicles an.d me}c.hinery
system and energy management system, Group implementation of new or changed legal in particular energy consumption and (replaoement of olq and energy inefficient
companies continuou§ly fulfil the.ir.commitment to requirements concerning the areas of related costs; vehicles and machinery);
gnylronmental p'rotect|lon and gfﬂment energy use EMS or EnMS in processes or the relevant ® preventing environmental pollution and working ® the redesign of heating devices (replacement
inline with the highest international standards that management system; to reduce the negative impacts of activities on of old, energy inefficient heating devices
areinforce in the territory of Sloveniaand the EU. e assessing the conformity of EMS and EnMS with the environment according to the principle of the and related equipment with new, energy
internal regulations that govern these areas at best available technologies; saving devices);
the level of the Slovenske Zeleznice Group. e efforts to continuously improve its ® transition to an environmentally friendly heating

Stl’ateg iC pI'Oj eCtS management systems. source (replacement of heating system and

connection to district heating system);

and ObjeCtlveS Legal bases: e technical regulation of the discharge of

® Environmental policy of the Slovenske Main objectives: wastewater (installation of treatment plants

zeleznice Group; ® the efficient use of energy and prudent to purify industrial wastewater, regulation of
Through its Central Corporate Office for Internal ® Energy policy of the Slovenske zeleznice Group; management of natural resources that are mummi).al we:cstevxi_at?r d:(sgharge frorE buildings,
i i important for work and technological processes renovation of septic tanks in areas where

ZCeCI’Z;rnoil;gzagtﬁaZi;E?;Tg;%lmnj::;[(’)igo;’:SSke ® Rules of procedure of the Slovenske Zeleznice at Group companies; construction of the public sewerage network

e ) _ _ Group environmental management system; is planned);
resources required to implement its environmental . . ® appropriate compliance with regulatory and ’
management system (EMS) according to SIST * Rules of procedure of the Slovenske Zeleznice other requirements that regulate the area of e technical adaptation of exterior
ENISO 14001:2015 (ISO 14001) and its energy Group energy management system; environmental protection and energy efficiency; lighting (replacement of technically
management system (EnMS) according to SIST e Code of Conduct of the Slovenske non-compliant bulbs);

® the prevention of pollution of the

natural environment; ® gradual renovation of internal water supply
network, including installation of equipment to
reduce consumption of hot water (renovation of
the worn internal water supply network);

ENISO 50001:2018 (ISO 50001), which also zeleznice Group;
complies with the guidelines given by Slovenski
drzavni holding, d. d., with regard to the sustainable
operations of largely state-owned companies.

® Rules on the internal organisational structure °

the search for appropriate technical and
of the Slovenske Zeleznice Group.

technological solutions to reduce environmental

) . impacts (BATNEC);

Atthe level of the Slovenske zeleznice Group, N e the continuous adoption of measures toreduce  © ePlacement of asbestosroof tiles with non-
the duties and responsibilities of the Central Key policies: int _ . asbestos (prevention of emission of asbestos
Corporate Office for Internal Control, Quality potential risks of accidents or extraordinary

® that all stakeholders within the Slovenske particles into the environment); and

zeleznice Group function in accordance

and the Environment in the area of environmental events that could have adverse or harmful effects

. . . ) on people and the natural environment. ® the gradual elimination of old sources of
protection and efficient energy use include: with environmental and energy policies, peop environmental burden that no longer serve
* managing the two systems of management and meet established objectives in the given their purpose (removal of buildings planned for
in conformity with ISO 14001and ISO circumstances with respect to environmental demolition, and disposal of inoperable vehicles,
50001 requirements; protection and energy efficiency; machinery and devices).

® monitoring legal regulations which in any way
concern the areas of EMS or EnMS in the

20GRI102-12,304-2
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Key indicators

and notable results in 2021

In 2021, the carbon footprint from the rolling stock
of Slovenske zeleznice was:

¢ for SZ-Tovorni promet, d. 0. 0.,
per NTKM:

6 gCO_e/NTKM

¢ for SZ-Potniski promet, d. 0. 0.,
per PKM:

339gCO,e/PKM

The environmental efficiency of rail transport is
bestillustrated in comparison with competitive
branches of transport. Carbon footprint ratio:

® per NTKM: per NTKM: freight train (our
calculation), lorry (EU average)

69CO.e/NTKM  140gCO_e/NTKM

120

® per PKM: Slovenske zZeleznice passenger train
(our calculation), bus (EU average) and car
(EU average):

339C0,e/PKM 80 gCO,e/PKM

143 gCO,e/PKM

Eachyear in freight and passenger transport,
Slovenske zeleznice on average saves nature
from 676.5 thousand tonnes of CO, equivalent

in comparison with road transport, because rail
transport is more friendly to the environment and
more efficient. This is a significant contributionin
combating climate change.

CO,e emissions from transport at Slovenske zeleznice

120,000 - --r === mmsnos s om e n oo

100,000 ---

80,000 ---

60,000 ---

Tonnes CO,

40,000 ---

20,000 ---

2012 2013 2014 2015

. SZ-Tovorni promet . SZ-Potniski promet

The successful reduction of emissions and
improvement of energy efficiency is the result

of a greater proportion of renewable sources

in the purchase structure for electricity, the
increasing biofuel rates in diesel, the electrification
of lines (e.g. Pragersko-Hodos), the purchase

of more efficient rolling stock and equipment,
technical, technological and organisational
measures, and systematic attention to energy use
and consumption.

Traffic accidents and extraordinary
events that impacted the environment

In 2021 there were 56 small fires alongside railway
tracks for which the relevant firefighting units were
deployed, which is 25% less than the year before.
Fires alongside railway tracks mostly broke out in
the spring and summer, and were in most cases
caused by the ignition or deliberate burning of dry
undergrowth in the immediate vicinity of the track
strip. No major economic damage was incurred

as aresult.

In July 2021, a passenger train passing the village
of TrziS¢e on the Sevnica-Trebnje railway line ran
into alarge rock which had rolled from the nearby
wooded slope into the path of the train. The train

2016 2017 2018 2019 2020 2021

derailed and although no one was injured, the
motor fuel tank suffered damage. The leaking of
motor fuel from the damaged fuel tank caused an
approximately 200-metre-long contamination of
the track strip, in conjunction with the potential

risk of the motor fuel leaking into the Mirna,
anearby stream that flows along the railway line.
The relevant regional protection and rescue
centre was immediately notified. Firefighters
prevented the contamination of the environment.
The PRI manager then promptly repaired the
railway line. All the measures for the prevention of
harmful impacts of the extraordinary event on the
environment were successfully completed. The
Ministry of the Environment was also notified of
the extraordinary event and the measures taken to
reduce its harmful environmental impacts, pursuant
to the Environmental Protection Act.
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Activities relating to natural capital 2!

ENVIRONMENTAL MANAGEMENT SYSTEM

N

1SO 14001

N/

Management of devices or
stationary equipment
containing fluorinated
greenhouse gases
(F-gases).

1,787 devices using F-gases are in
operation. Leak test on all 69
devices containing fluorinated
greenhouse gases with the
potential for 5 tonnes of CO,
equivalent or more.

Emissionsinto the
atmosphere from
combustion plants and
other stationary sources of
environmental pollution

ZA total of 134 devices for heating,
coating and sanding are in
operation, all of themincluded in
the monitoring system and regular
maintenance.

Discharge of wastewater
from sources of
environmental pollution

Two wastewater treatment plants
were added to the seven existing
onesin2021.

We invested in wastewater
treatment equipment and

oil separators.

GWh

GWh
SN N @
a 3 3 &
g 3 3 s

Light pollution

continued to replace all the
outdoor lighting whichis not
technically compliant

with regulations.

Atotal of 6,860 lights are used
for the exterior illumination of PRI
and other areas. Of these 90%
are appropriate, and we have

Electromagnetic radiation
from GSM-R base stations

The first measurements of
electromagnetic radiation were
carried out on 368 base stations
and base station repeaters, and
they showed that the radiation
loads on base stations are
significantly below the permitted
limit values for electromagnetic
radiation into the natural
environment.

measures.

Environmental noise

The established system of noise
monitoring is a basis for the
planning of noise reduction

2012 2013 2014 2015 2016 2017 2018 2019 2020 2021

Freight transport

W Passenger transport

Waste management

13,353 tonnes of waste was
submitted for further processing.
The percentage of hazardous
waste in the structure of total
waste produced was 11%.

2012 2013 2014 2015 2016 2017 2018 2019 2020 2021

Electricity (FT +PT)

M Diesel (FT+PT)

ENERGY MANAGEMENT SYSTEM

N

1SO 50001

N4

#GRI 302-1,302-4,302-5
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OBJECTIVES

The prevention of pollution
of the natural environment

The search for appropriate
technical and technological
solutions to reduce
environmental impacts
(BATNEC)

The continuous adoption of
measures to reduce
potential risks of accidents
or extraordinary events

Appropriate compliance
with legal regulations and
other requirements that in
any way regulate the area of
environmental protection
and energy efficiency;

The efficient use of energy
and prudent management
of natural resources that are
important for the
performance of work and
technological processes at
Group companies

Compliance auditing of the
environmental management system
and the energy management system

Slovenske zeleznice Group companies perform

internal audits in the planned time intervals to

obtain the information needed to determine
whether the introduced systems of management

conform to the requirements of bylaws which

govern the areas of EMS according to ISO 14001
and EnMS according to ISO 50001 at the level of
the Slovenske zeleznice Group.

Internal audits by respective management systemin 2021

SZ,
d.o.o.

SZ-INF

SZTP

SZ-VIT

SZ
Group

ISO
14001

Number of planned internal
audits of the management
system

Number of completed
internal audits of the
management system

Number of planned internal
audits of the management
system

Number of completed
internal audits of the
management system

Measures issued within the internal audits by respective management system

SZ,
d.o.o.

SZ-INF

SZ-TP

SZ-PP

SZ-VIT

SZ-ZIP

SZ-ZGP

Y4
Group

ISO
14001

Number of non-conformities
identified - the measureis to
rectify non-conformities

Number of proposed
corrections torectify a
minor deviation

Number of
recommendationsissued to
improve the functioning of
the EMS

Number of non-conformities
identified - the measure is to
rectify non-conformities

Number of proposed
corrections torectify a
minor deviation

Number of
recommendations issued to
improve the functioning of
the EnMS

13
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Two external audits of the system of management
were carried out in 2021 at Slovenske zeleznice,
d.o.o0.,and at Slovenske zeleznice Group
subsidiaries where an EMS according to ISO
14001 and an EnMS according to ISO 50001isin
place, specifically:

® in November 2021,an ISO 50001
recertification audit was completed, where
Bureau Veritas auditors issued a certain
number of corrections and recommendations
for the improvement of EnMS performance
in Slovenske zeleznice Group companies;

® in December 2021, the first ISO 14001
surveillance audit was completed, where
Bureau Veritas auditors issued a total of
23 corrections and recommendations for
the improvement of EnMS performance.
Based on the proposed corrections and
recommendations a programme of measures
was made at the level of the Slovenske
zeleznice Group after the first surveillance
audit and approved by the Management
Board of Slovenske Zeleznice, d. 0. 0.

In connection with the changeover to version ISO
50001:2018, the energy policy, the EnMS rules
of procedure and manual and other documents
were revised.

The certificates obtained by Slovenske zeleznice
Group companies demonstrate that their
management system takes into account the
requirements regarding environmental protection
and efficient energy use on a fully equal basis,
and that the companies provide the necessary
resources and relevant conditions to successfully
and effectively implement both management
systems in practice. The introduced management
systems require that the senior management of
Slovenske zeleznice Group companies and all
employees continually improve processes that
have a significant impact on the environment and
energy efficiency.

124

Environmental management system

Within the framework of the legislation that governs
environmental protection in the Republic of
Slovenia and the European Union, the companies
of the Slovenske zeleznice Group must manage

all the negative impacts that are caused by their
activities and infrastructure in the natural or

other environment.

Environmental noise

The companies of the Slovenske zeleznice
group manage the sources of environmental
noise pollutionin accordance with the applicable
regulations that govern environmental noise
emissions in Slovenia. In the scope of EMS,
producers of noise are planning measures to
minimise environmental noise, and operational
noise monitoring at all sources of noise pursuant
to applicable regulations.

In 2021, SZ-VIT, d. 0. 0., commissioned operational
noise monitoring at nine locations considered to
be noise sources under the applicable regulations.
The measured noise levels or emissions to

the natural environment were compliant with

the applicable regulations at all the locations.
Operational noise monitoring was not required in
2021 at all other locations considered to be noise
sources under the applicable regulations.

The entity responsible for the operational

noise monitoring of linear sources of noise

(noise produced on the PRI) is the Ministry of
Infrastructure or its authorised body. Based on the
results of the operational noise monitoring of linear
sources of noise, the Ministry of Environmental
Protection works with the Ministry of Infrastructure
to prepare a three-year operative plan for the
reduction of noise on the PRI.

Amongst the main environmental issues faced

by the PRI manager as well as the operator of ralil
freight transport is the noise generated by railway
traffic in some of the most heavily trafficked rail
sections (within the City of Ljubljana and on the
Ljubliana-Kranj section). We find that one of

the main reasons for the increased number of

complaints due to noise caused by rail traffic is
the closure of traffic in core urban centres and its
redirection onto thoroughfares that commonly
run adjacent to the city centre. This is the case
particularly in the area of the City of Ljubljana
and its districts of Siska and Ljubljana Vi&, which
are crossed by the Ljubljana-Jesenice and the
Ljubljana Sezana railway lines.

Slovenske zeleznice Group companies handle
complaints in connection with environmental
protection and take appropriate action on the basis
of their findings, facts and circumstances. A total

of 42 complaints were filed with various Slovenske
zeleznice Group companies in 2021 due to noise
generated by rail traffic, specifically:

® noise caused predominantly in the night-time
by freight trains with diesel traction vehicles
types 664,661,644 and 642;

® noise caused by freight trains waiting at
particular train stations for permission to
proceed with their journey;

® noise caused by rail traffic when giving the
sound signal for “beware of train”.

Considering that in 2021 the PRI in Slovenia was
used by eight different operators of rail freight
transport, itis reasonable to assume that not all
of the complaints lodged by interested members
of the public through various communication
channels, which are managed by the companies
of the Slovenske Zeleznice Group, concern only or
exclusively Slovenske zeleznice Group transport
operators. If noise is the result of the operation of
alinear noise source, the complainants are sent
appropriate referrals.

Emissions of substances to the atmosphere from
stationary sources of environmental pollution

The companies of the Slovenske Zeleznice Group
manage the installations which are sources of air
pollution pursuant to the applicable regulations
that govern emissions to the atmosphere from
combustion plants and other installations which are
stationary sources of air pollution.

In 2021, contractors authorised to clean and
inspect combustion and other installations

which are sources or air pollution carried out the
mandatory annual inspection and measurements
of emissions to the air on 134 installations.

Of these, 97.5% were small combustion plants.
Three facilities where railway vehicles are painted
operate in the Slovenske zeleznice Group. They
are classified as small paint shops in applicable
legislation, which do not require an environmental
licence for operation of installations pursuant to
Article 82 of the Environmental Protection Act.

Discharge of wastewater from stationary
sources of environmental pollution

Slovenske Zeleznice Group companies manage
the wastewater which is generated in buildings
and other types of real estate owned or managed
by them, or which results from railway vehicle
cleaning, repair and maintenance in accordance
with the applicable regulations that govern the
discharge of wastewater into water bodies and the
public sewerage system in Slovenia.

Buildings owned or managed by Slovenske
zeleznice Group companies have appropriate
systems for the discharge of municipal wastewater
in place. In the areas of agglomerations with
existing public sewerage networks, such buildings
are connected to the public sewerage networks.
In areas with no such infrastructure, municipal
wastewater is collected in septic tanks or purified
in small municipal treatment plants, as stipulated
in applicable regulations. As the managers

of buildings in agglomerations with no public
sewerage network, Slovenske Zeleznice Group
companies plan the funding needed to connect
particular buildings to a public sewerage network
as required and in accordance with the applicable
ordinances of local communities.

In connection with the processes for the
maintenance, repair and cleaning of motorised and
railway vehicles, the companies of the Slovenske
zeleznice Group ensure that stormwater is
mechanically purified by settlers or oil separators
before draining from reinforced asphalt surfaces
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into the ground, water bodies or public sewers.
SZ-ZIP, storitve, d. 0. 0., installed two oil separators
at the sites of two autoservicing workshopsin
Ljubljana and Maribor in 2021. In accordance with
applicable regulations, the owners or managers of
oil separators are required to commission general
cleaning at least once a year.

The cleaning, renovation and maintenance of
railway vehicles produces industrial wastewater.
SZ-VIT, d. 0. 0., which renovates and maintains
railway vehicles, and SZ-Potniski promet, d. 0. 0.,
which commissions the cleaning of rail passenger
vehicles, have invested considerable funds in the
construction of their own wastewater treatment
plants in the last five years. SZ-VIT, d. 0. 0., installed
two treatment plants for industrial wastewater
in2021.

Nine plants which are sources of industrial
wastewater emissions were inspected in 2021.
The report on the wastewater measurements
performed indicates that the emissions of
substances in wastewater released into the public

sewerage system are compliant with the admissible

parameters stipulated by applicable legislation.

Management of stationary equipment containing

fluorinated greenhouse gases (F-gases).

The companies of the Slovenske zeleznice
Group manage the stationary equipment and air-
conditioning equipment in rail passenger vehicles
and other rolling stock, which contain F-gases,

in accordance with the applicable regulations

in Slovenia that govern the management and
maintenance of equipment containing F-gases,
and in line with EU Regulation No. 517/2014

on fluorinated greenhouse gases, which
stipulates the management and maintenance of

equipment containing F-gases at the level of the
European Union.

Slovenske Zeleznice Group companies which
manage devices containing F-gases pursuant to
applicable regulations, ensure that:

® the installation of new devices, their
maintenance, leak testing, and gas capture,
recycling and filling is carried out only by
authorised equipment servicers who are
licensed for such services by the competent
Ministry of Environmental Protection;

® stationary equipment containing 3 kg of
F-gases or moreisregistered in the REMIS
information system, which is administered
and maintained by the competent Ministry of
Environmental Protection.

® aleaktestis performed on devices containing
F-gases with the potential for 5 tonnes of CO,
equivalent or more.

A total of 1,787 devices containing F-gases

are in operation as part of air cooling, heating

and firefighting systems and electrical power
installations (A/C units, heat pumps, firefighting
devices and high-voltage switching mechanisms).
The mandatory annual inspection and leak test
were carried outin 2021 0on 68 devices containing
F-gases with the potential for 5 tonnes of CO,
equivalent or more, which account for 3.8% of

all devices containing F-gases. All the inspected
devices operate in line with the regulations.

As part of its maintenance of railway vehicles,
SZ-VIT, d.o.0.,is required by applicable regulations
to submit annual reports on the filling and capture
of fluorinated greenhouse gases in air-conditioning
devices which are installed in rail tractive vehicles
and passenger trains.

SZ,d.o0.0.| SZ-INF | SZ-TP | SZ-PP | SZ-VIT | SZ-ZIP | SZ-ZGP SZ Group
Number of devices
that contain fluorinated
greenhouse gases 265 1,025 179 70 161 43 44 1,787
Number of devices that
contain 3 kg of fluorinated
greenhouse gases or more 19 37 0] 5 5 2 0] 68
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Light pollution

The companies of the Slovenske Zeleznice Group
manage exterior lighting which is a source of light
pollution in accordance with the regulations that
govern the area of light pollution in the Republic
of Slovenia.

A total of 6,860 lights are used for the exterior
illumination of PRI and other areas. Of these,

90% lights are technically compliant with the
regulations for exterior lighting, and the remaining
lights on the PRI will be replaced in the scope

of PRI modernisation between 2022 and 2025
(Pragersko, Ljubljana-Sezana).

Electromagnetic radiation

SZ-Infrastruktura, d. 0. 0., manages and

maintains 388 GSM-R base stations and base
station repeaters which are legally considered

as sources of electromagnetic radiation, in
accordance with regulations governing the area of
electromagnetic radiation to the natural and living
environment in Slovenia. The first measurements

of electromagnetic radiation were conducted on all
base stations in line with the applicable regulations.

The radiation loads of base stations were below
the limit values for electromagnetic radiation to
the environment.

Waste management

As part of their activities, the companies of the
Slovenske zeleznice Group ensure:

proper waste treatment;

record-keeping regarding the production and
disposal of waste;

annual reports on the quantity of waste
generated in the preceding calendar year;

the adoption of measures to optimise the costs of
waste management and to reduce the quantities
of waste generated (waste management plan).

A total of 13.4 tonnes of waste resulting from PRI
maintenance, the maintenance and renovation of
vehicles, installations and machinery, the disposal
of financially written-off and unserviceable ralil
wagons, passenger trains and other written-off
metal assets were submitted for further processing
to authorised collectors, go-betweens and
processors of waste in 2021. The percentage of
hazardous waste in the structure of total waste
was 11% in 2021. Scrap sleepers account for

72% of hazardous waste and 8% of total waste.
Construction waste and scrap metal account for
45% and 30% of waste, respectively.
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Energy management system

The companies of the Slovenske zeleznice
Group engage in efforts to protect nature and
the environment and combat climate change.

In Slovenia, the transport sector consumes 36%
of the total annual energy used. Ninety-nine
percent of the energy consumed in transport
comes from fossil fuels. Rail offers an alternative
to other transport system, since its services can
be carried out by consuming significantly less

Structure of energy consumers

Rolling stock 87.0%

Road vehicles 1.6%

Facilities 11.4%

The main targets of the energy efficiency system
in the Slovenske zeleznice Group by the end of
2022 are:

® toimprove the average energy efficiency in
structures by at least 3% relative to the energy
baseline of 2014-2016;

® toimprove the average energy efficiency in
the transport of passengers and goods by rail
by at least 2% relative to the energy baseline
of 2014-2016;
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energy, and its operations can include a large

share of renewable sources. Rail transport as an
alternative to other types of transport is therefore an
opportunity to reduce energy consumption and thus
the carbon footprint of transport. Eighty percent of
all energy use in Slovenske zeleznice is monitored
within the energy management system.

® toimprove the average energy efficiency in the
use of road vehicles and railway maintenance
rolling stock by at least 1% relative to the energy
baseline of 2014-2016.

Slovenske zeleznice Group - energy efficiency of rolling stock (kWh/kGTKM)
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SZ-Potniski promet

Within the company, energy use and carbon
footprint are increasingly important indicators in
the area of costs and environmental protection.
One of the main goals of the energy management
systemis to control the consumption of energy
and continuously reduce the use of energy. Energy
consumption has a direct effect on the amount of
greenhouse gas (COz2) emissions.

In terms of energy and the environment, rail
transportis a highly efficient type of transport.
In the age of global transport decarbonisation,
it is attractive and promoted as a sustainable
means of transport.

Fifty percent of electricity consumed by the
electric rolling stock of Slovenske Zeleznice is

SZ-Tovorni promet SZ total

produced from renewable energy sources, which
allows the railway system to leave a markedly
lower carbon footprint in the transport of goods
and passengers. Moreover, within the railway
system the use of modern tractive vehicles allows
us to harness a portion of the braking energy

by converting it back into electricity, which is

then re-used by other rolling stock. Advanced
electric rolling stock which enables energy
recovery can reduce the consumption of primary
energy for greater energy efficiency. As such,
there is potential in the future to make further
positive efforts in environmental protection and
energy efficiency, and so increase the appeal

of rail transport.
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RISK MANAGEMENT #2

The process of risk management in the Slovenske
zeleznice Group is headed by the Central
Corporate Office for Compliance and Risk
Management. Its activities are subject to the Rules
of Procedure of the Central Corporate Office for
Compliance and Risk Management.

The process is based on the principle of quarterly
reviews of the status of all risks, the effectiveness
of the measures taken to manage risks, damage
assessments and, if necessary, the identification
of new risks or measures.

The responsible risk owners submit individual
assessments of risks of damage (by estimating
inherent risks and damage after adopting
measures) and work with the management to
decide the risk management strategy (acceptance,
transfer, reduction). Each risk is associated with a
responsible owner and assessed for frequency,
typical loss, worst scenario assessment and
persistence. Furthermore, preventive measures,
measures for its management and time limits for
the implementation of measures are assigned
toeachrisk.

The office develops and updates mechanisms

for the effective identification and management

of risks. The specific powers or operations of

each Group company are considered in the
process, in particular factors such as size,
complexity, number of employees, organisational
structure, the specifics of work tasks, powers,
responsibilities, specific risks and other factors that
require special consideration of a company within
the Group.

2GRI102-11,102-15
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Risks are identified, analysed and managed by
process administrators. The responsibility for

risk management is linked to the responsibility for
business goal achievement. A single methodology
of risk management is defined at the strategic level,
which sets out guidelines for the clear assignment
of roles and responsibilities in relation to risks, the
defining of measures, the schedule of updates

to the structure of risks and measures, and the
monitoring of risk management.

The Slovenske Zeleznice Group uses
methodologically supported quantitative
assessment of identified risks. All risks are
aggregated first at the level of the company

and then at the level of the Slovenske Zeleznice
Group and described in the risk profile. The risks
transferred by companies to the controlling
company must comply with the service agreement
signed between the companies.

The office drafts quarterly reports on the
management of risks associated with individual
companies as well as the Slovenske zeleznice
Group. These reports are approved by the
Management Boards of the companies and
submitted to the audit committees and Supervisory
Boards of the respective companies.

The risk catalogue of the Slovenske zeleznice Group

Operational

O1: Risks associated F1: Credit risks R2: Risk of legislative

gc'm éhrgitl:v(\igg MO £ nterest-rate risks changes

N

Regulatory

S1: Strategy

R3: Compliance risks

infrastructure F3: Currency risks )

O3:Riskofdamage/  F4:Liquidity risks Ré:Fraudrisks
destruction R5: Tax-related risks
of property

0O4: Safety risks

0O5: Risks associated
with business
continuity

0O6: Human resource
risks

O7:Purchasing risks
08: Productionrisks
09: Salesrisks

O10: Process risks

Within the system of risk management there is a
distinction between discreet and continuous risks,
individual risks are assessed for the persistence of
the consequences of potential risk realisation, and
the acceptable level of risk is verified for individual
companies of the Slovenske zeleznice Group.

The limit of acceptable risk of damage is estimated
for all Slovenske zeleznice Group companies at
more than EUR 100 thousand of net impact on
cash flow in the case of the realisation of a typical
risk scenario after adopted measures, and in the
case of continuous risks, damage from the worst
case scenario after adopted measures is assumed.

The risk management methodology includes
assessments of risks before and after adopting
measures. Assessments of risks before adopting
measures refer to the frequency and damage that
would occur if no measures were in use to reduce
the negative effects of the risk and if no control
was in place, which constitutes an assessment

of inherent risk.

K1: Information
security risks

K@: Risksin connection
with the
management of
communications
and operations

K7: Risksin connection
with the
accessibility of the
IT environment

K8: Risks in connection
with the
maintenance and
development of IT
systems

K10: Risks associated
with business
continuity
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Principal risks in 2021

A total of 91 risks were identified in 2021. The risk
profile of the Slovenske Zeleznice Group amounts to
EUR 23.4 million. The greatest influence on the risk
profile of the Slovenske zeleznice Group is exerted by
Slovenske Zeleznice, d. 0. 0., SZ-Tovorni promet, d. 0. 0.,
and SZ-ZIP, storitve, d. 0. 0.

100%

0%

The ten greatest risks account for 84% of the total
risk profile of the Slovenske zeleznice Group.

In 2021, 30 key risks were identified in the
Slovenske zeleznice Group, accounting for 91%
of the risk profile of the Group. Key risks are

risks where the estimated damage exceeds the
limit of acceptability. Most of the key risks are in
SZ-Tovorni promet, d. 0. 0. (57%), and Slovenske
zeleznice, d. 0. 0. (37%). The majority of key risks
are classified as operational (15), followed by the
groups of strategic risks (6) and financial risks (4).

As the controlling company, Slovenske zeleznice,
d.o. 0., assumes all the financial risks of its
subsidiaries and the majority of IT risks, as agreed
under mutual business agreements.
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O 1:Risks associated with the condition of the railway
infrastructure (SZ-Tovorni promet, d.0.0.)

S 1: Strategy (Slovenske Zeleznice, d. 0.0.)

0 9: Sales risks (SZ-Tovorni promet, d. 0.0.)

F 1: Credit risk (Slovenske zeleznice, d. 0. 0.)

O 7:Purchasing risks (Slovenske Zeleznice, d.0.0.)
010: Process risks (Slovenske Zeleznice, d. 0.0.)
S 1: Strategy (SZ-ZIP, storitve, d.0.0.)

O 5:Risks associated with business continuity
(SZ-Tovorni promet, d.o.0.)

010: Process risks (SZ-Tovorni promet, d. 0.0.)

Other

Grouprisk profile
EUR 23.4 million

30 keyrisks

(91activerisksin total)

91% contribution to the
Group’s risk profile

Risk matrix of the worst case scenario for the ten greatest risks of the Slovenske Zeleznice Group

@ SZ-Tovornipromet
@ szviT
P> sz-zGgp
« szzP

@ Fersped

‘ SZ-Infrastruktura

P> S7-Potniski promet
<« Prometniinstitut

® szd.o.o.

B SZ-Zelezniskatiskarna

Frequency

Severity
0-EUR100,001
Medium EUR 100,001- EUR 1,000,001
EUR1,000,001- EUR 10,000,001
Very high>EUR 10,000,001

Frequency

Frequently >1/3 years

Less frequently: once every 3 years — once every 7 years
Rarely: once every 7 years - once every 20 years

Very rarely: less than once every 20 years

Significant changes of risk
assessments in 2021

Based on the changes in the business environment,
some risks were assessed as substantially higher
in 2021, including the risks of maintenance and
development of IT systems and process risks in
Slovenske zeleznice, d. 0. 0., the purchasing and
production risks in SZ-ZGP, d. d., the sales risks in
SZ-Tovorni promet, d. 0. 0., and the strategic risks in
SZ-ZIP, storitve, d. 0. 0.

On the other hand, owing to risk reduction
measures some risks were assessed as lower,
specifically compliance risks and tax risk in
Slovenske zeleznice, d. 0. 0., risks associated with
the condition of the rail infrastructure in SZ-Tovorni
promet, d. 0. 0., and process risks in SZ-ZGP, d. d.

Less frequently Frequently

Rarely

Very rarely

Low Medium High Very high
Impact

Low Medium High Very high

Personal data protection

Personal data protection in the Slovenske
zeleznice Group is defined in the Rules on the
Protection of Personal Data. The personal data
protection officer has operated as a collective body
since 2018 to monitor the compliance of processes
where personal datais collected and processed
pursuant to the General Data Protection Regulation
and other regulations relating to personal data
protection, and to provide training and legal
consulting related to personal data protection.

The personal data protection officer manages the
reporting line for suspected breaches of personal
data security for the Slovenske zeleznice Group.
Six reports of this type were considered in 2021,
but no breaches were established that would
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have to be further reported to the Information
Commissioner. However, preventive measures
were taken to reduce the risk of recurrence.

Respect for human rights
in business operations

Business entities, which are established in
accordance with Slovenian law or conduct
business in Slovenia, are obliged to respect
and protect human rights. In November 2018,
the government of the Republic of Slovenia
adopted the National Action Plan Promoting
Respect for Human Rights in Business to ensure
the implementation of UN Guiding Principles
on Business and Human Rights, to uphold
human rights in business activities throughout
the value chain and to additionally develop
cooperation between the state, businesses,
business associations, unions, NGOs and
other stakeholders.

The National Action Plan Promoting Respect For
Human Rights in Business is based on the three
pillars which were envisioned in the UN Guiding
Principles on Business and Human Rights; the
government’s responsibility to establish the
appropriate legal framework, the responsibility of
business entities to respect human rights and the
government's responsibility to sanction violations.

Signing the Commitment to respect human rights
in business operations in 2019 was our first step
towards the close scrutiny of humanrightsin the
day-to-day practices of the Slovenske Zeleznice
Group. Therisks in relation to respect for human
rights will be included in the register of risks of the

Slovenske zeleznice Group and in the integrity plan.
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INTERNAL AUDITING#

The Internal Audit Department (IAD) of Slovenske
zeleznice, d. 0. 0., conducts internal auditing at
the level of the Slovenske zeleznice Group. It

is organised as a central office (independent
organisational unit) that reports directly to the
company's Management Board. The head of the
IAD reports directly to the Management Board

in administrative terms and to the company’s
Supervisory Board in functional terms.

The IAD acts in accordance with the principles of
independence, professionalism and impartiality,
and ethical principles, such as the core principles
of the auditing profession. It functionsiin
accordance with internal audit charter and its
own rules of procedure, which are based on the
valid International Framework on the Professional
Practicing of Internal Auditing, and the Code

of Internal Auditing Principles and the Code of
Professional Conduct of Internal Auditors, both
issued by the Slovenian Institute of Auditors.

Anindependent external assessment in 2017
and annual internal assessments of quality
have confirmed the compliance of the work of
the IAD with the International Standards for the
Professional Practice of Internal Auditing.

Our internal auditors are highly qualified

and, between them, they hold a total of eight
professional titles from the areas covered by
internal auditing. Besides attending regular training,
they are members of professional associations and
play an active role in professional circles that deal
with internal auditing.

The primary objective of the IAD is to provide
independent and impartial assurance and
consulting services within the Slovenske zeleznice
Group. In accordance with the International
Standards for the Professional Practice of

Internal Auditing, the IAD’s primary focus in

2GRI102-16
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on assessing the success and effectiveness

of achieving objectives, and on the drafting of
proposed improvements in the following areas: the
governance of the Slovenske zeleznice Group and
the management of risks and control procedures,
through which it generates added value for the
Group and its stakeholders.

In 2021, the IAD functioned on the basis of

the adopted work plan for 2021. It performed

the services of providing assurances and
consulting, and issued recommendations for

the improvement of internal controls and more
effective management of risks in the areas audited.
IAD introduced the system of continuous auditing in
several areas and carried on with the preparation of
an assurance map.

The IAD regularly monitors the implementation of
adopted recommendations. It regularly, directly and
concurrently submits reports on all the conducted
audits, findings and recommendations, and their
implementation to the Management Board and
the Supervisory Board’s audit committee of the
controlling company and each of its subsidiaries.
The IAD reports quarterly to management and
supervisory bodies regarding the implementation
of measures for improvements, and reports semi-
annually and at the end of the year regarding the
implementation of its annual work plan.

With the aim of effectively and efficiently managing
risks within the Slovenske Zeleznice Group and
taking into account its organisational positioning
and powers, the IAD regularly cooperates with
other organisational units within the Group,

in particular with organisational units responsible
for compliance, risk management, internal controls,
quality assurance and environmental protection,
and the Department for Monitoring and Controlling
the Intra-Group Operations and Transactions of
the Slovenske zeleznice Group.

Internal audit department

Through audits and consultancy services, we contribute to the constant
improvement of performance and efficiency of the:

Governance of the
Slovenske Zeleznice

group

- the adoption of strategic and
implementing decisions;

- the oversight of risk management

and control procedures;

- the enforcement of ethics and
values within the Slovenske
zeleznice Group;

« ensuring the effective
management of the work of the
Slovenske zeleznice Group and
clear responsibilities;

« the reporting of information
regarding risks and control to the
competent bodies of the
Slovenske Zeleznice Group; and

« the coordination of activities and
the reporting of information
between the Supervisory Board,
external and internal auditors,
other providers of assurance, the
senior management and
management boards of
subsidiaries, and the
Management Board of SZ, d. 0. 0.

Risk management

- organisational objectives support
and are aligned with the mission of
the Slovenske zeleznice Group;

«identification and assessment of
significant risks;

- the appropriate responses to risk
are selected, while those
responses harmonise risks with
the Slovenske Zeleznice Group's
appetite to take up risks; and

«relevant information regarding
risks is captured and reportedina
timely manner within the
Slovenske zeleznice Group, so
that the employees, senior
management and management
boards of subsidiaries, and the
Management Board and
Supervisory Board of the Group
can perform their tasks.

Control procedures

« the achievement of the Slovenske
zeleznice Group's strategic
objectives;

« the reliability and integrity of
accounting and business
information;

« the success and effectiveness of
organisational units, processes,
functions and projects;

« the protection of assets; and

- compliance with the law and other
external and internal regulations,
guidelines, procedures and
agreements.
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CORPORATE GOVERNANCE

Corporate governance statement ?*

In accordance with the provisions of the fifth
paragraph of Article 70 of the Companies

Act (ZGD-1) and the recommendations of the
Corporate Governance Code for Companies with
Capital Assets of the State, Slovenske Zeleznice,
d. 0. 0., hereby issues its corporate governance
statement for 2021.

1. Reference to the Corporate
Governance Code

As acompany under the 100% ownership of the
State, Slovenske Zeleznice, d. 0. 0., applies the
Corporate Governance Code for Companies
with Capital Assets of the State (hereinafter:

the SDH Code) and the Recommendations and
Expectations of Slovenski drzavni holding, d.d., in
its work. The two aforementioned documents are
key governance documents of Slovenski drzavni
holding, d. d., and are accessible on the website
https://www.sdh.si/.

2.Statement of compliance with
the provisions of the Corporate
Governance Code for Companies
with Capital Assets of the State
and the Recommendations
and Expectations of Slovenski
drzavni holding, d. d.

The company continuously monitors all changes
and amendments to both of the aforementioned
documents. At least once a year we verify

compliance with both documents following the
principle of ‘comply or explain’.

The company strives to comply with both
documents to the greatest possible extent, taking
into account the specifics of its operations (activity,
size, single-owner enterprise, etc.).

Below we provide point-by-point explanations of
deviations from the individual recommendations
of both documents, according to the ‘comply or
explain’ principle, for 2021. If we were not fully
compliant with anindividual provision in 2021

and we intend to change this policy in 2022,

this is stated separately in accordance with
Recommendation 3.4.1 of the SDH Code. We also
highlight certain activities that were announced

in the 2020 statement in order to reduce the
number of deviations, and which were successfully
implemented in 2021.

Corporate Governance Code for Companies with
Capital Assets of the State

Corporate governance framework for companies
with capital assets of the state

Recommendation 3.2: Corporate governance policy

The company has no governance policy in place,
and operates in accordance with the applicable
regulations, the company's Articles of Association
and the State Assets Management Strategy. The
governance policy of the Slovenske zeleznice
Group will be produced in 2022.
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Recommendation 3.6: Diversity policy

The company has not yet received areport on the
implementation of the diversity policy and results of
that implementation.

Relationship between shareholders or partners,
Slovenski drzavni holding, the state and
companies with capital assets of the state

Recommendation 4.3: The limitation of
communication between a company’s management
and supervisory bodies and representatives of
ministries and the government regarding matters
that relate to the exercising of membership rights
arising from the capital assets.

The Slovenske zeleznice Group comprises
companies that require comprehensive and varied
information for the performance of their core
activities. ‘Non-public contacts’ are thus a part of
its everyday activities and communication. We also
perform public service obligations (PSO) under
contracts with the Slovenian government. Regular
contacts with representatives of the competent
ministries and the Slovenian Infrastructure Agency
are thus required.

The company’s Management Board and
members of its Supervisory Board had contacts
with representatives of the government in 2021.
That communication never related directly to
the decisions of management and supervisory
bodies. The members of the Management
Board and Supervisory Board make entirely
independent decisions.

Supervisory Board

Recommendation 6.1.5: Transactions that require
the consent of the Supervisory Board

The Articles of Association or resolution of

the Supervisory Board does not specify the
mandatory consent of the Supervisory Board for
the establishment or closure of branches. Consent
for the acquisition, disposal or closure of material

parts of the company or operations is provided for
indirectly in the obligation to secure other consents
(to corporate status or capital changes at the
company). The appointment of representatives
with special power-of-attorney falls within the
powers of the founder in accordance with the
Companies Act.

Recommendation 6.2: Succession policy

The Supervisory Board has not formally developed
a succession plan for members of the Management
Board, although it has begun discussionsin

that regard. Any succession plan must take into
account, in particular, the strategic objectives of
the Slovenske zeleznice Group and the company’s
duties set out in applicable regulations and the
Articles of Association.

Recommendation 6.5: Heterogeneity
and complementarity of the Supervisory
Board’s composition

The Supervisory Board comprises members

who through their diverse knowledge, skills and
experience constitute a well-balanced body. Both
genders are represented in its new make-up, which
nevertheless deviates from the target composition
as recommended by the Slovenian Directors’
Association, primarily due to the nature of the
Group’s activities. The criterion of gender diversity
was also taken into account in the constitution of
the audit committee through the appointment of
afemale external member.

Recommendations 6.8 and 6.9: Appointment
of Supervisory Board members

The company is 100% directly owned by

the Slovenian government, meaning that the
appointment of the Supervisory Board is the
responsibility of the company’s founder, which
appoints Supervisory Board membersin
accordance with applicable regulations and the
company’s bylaws.
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Recommendation 6.14.2: Number of
sessions of audit committees

The number of the audit committee sessions

is greater than recommended due to the
complexity of the operation of the Slovenske
zeleznice Group (eleven sessions instead of the
recommended eight).

Management Board

Recommendation 7.3.2: Functions
of Management Board members on
supervisory boards outside of the Group

The company has no formally specified obligation
for amember of its Management Board who
assumes the position of member of the supervisory
board of a company outside the Slovenske
zeleznice Group to obtain the prior consent of the
company’s Supervisory Board.

The company’s Articles of Association specify
that a member of the Management Board cannot
be amember of the supervisory board of other
companies, except on the supervisory boards of
companies in which Slovenske Zeleznice, d. 0. 0.,
holds a minimum participating interest of 25%. The
Supervisory Board is briefed on the assumption of
such functions in order to ensure that the interests
of the Slovenske Zeleznice Group are taken into
account by all parties.

Recommendation 7.4: Employee development plans

The company does not have individual
development plans for every employee. However,
regular annual development interviews will be
introduced in 2022, and they will serve as a basis
for the identification of key employees and a

more individualised approach to the inclusion of
management staff into SZ’s Management Academy
programmes. The additional information support
will help us to capture other employee profiles

as well, and develop a HR process of managing
employee development plans in which the career
path of a specific employee and their key skills and
competencies will be defined.
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Transparency of operations and reporting

Recommendation 8.2: Reporting on the composition
of the Management Board and Supervisory Board

The company does not disclose some of the
information stated in Appendix 5 inits annual report
in order to protect personal data.

Recommendation 8.5: Financial calendar

Slovenske zeleznice, d. 0. 0., is a single-partner
enterprise, whose sole owner is the Republic

of Slovenia. General meetings of partners/the
founder are the responsibility of Slovenski drzavni
holding, d. d., and the company is unable to
anticipate when they will be convened.

Code of Ethics
Recommendation 10.1: Adoption of a code of ethics.

The company updated its code of ethics and
upgraded or expanded it into the Code of Conduct
that has applied to the entire Slovenske Zeleznice
Group since 1January 2021.

Recommendations and Expectations of
Slovenski drzavni holding

Procurement of goods and services, and
sponsorships and donations

Recommendation 3.3: Public announcements

In accordance with the requirements of the
Access to Public Information Act and the Public
Procurement Act, the company only publishes
information regarding agreements.

Recommendation 3.7: Publication of information
regarding the total value of transactions
relating to the ordering of services

The company does not publish data regarding

the total value of transactions that by their legal
nature are mandate contracts or work contracts

or whose subject is intellectual work, but it does
publish data on its website in accordance with the
applicable regulations regarding specific contracts

inamanner that makes it possible to determine the
total value from individual publications.

Recommendation 3.11: Maximum scope
of sponsorships and donations

Sponsorship and donation activities are defined

in the Rules on the Treatment and Approval

of Sponsorships and Donations, adopted on

23 August 2018. On this basis, the Marketing
Department drafts the annual plan defining the
scope and basic guidelines of sponsorship and
donation activities. The annual amounts for
sponsorships and donations may not exceed 0.13%
and 0.06% of planned revenues, respectively. All
plans define measurable objectives taking into
account efficiency. A donations committee makes
decisions regarding recipients based on clear
criteria, separately for sponsorships and donations.
Sponsorships and donations are approved by

the company’s Management Board based on the
committee’s proposals.

Achieving quality and excellence in the
operations of acompany/group

Recommendation 5.1: Self-assessment according
to the EFQM'’s tested excellence model

The EFQM excellence model, a highly complex
project, has not been introduced within the
Slovenske zeleznice Group. Due to a number of
other projects, no decision has been made on the
introduction of the aforementioned model.

3.Description of the main features
of the company’s internal
control and risk management
systems in relation to the
financial reporting process

A comprehensive risk management system s

in place in the Slovenske Zeleznice Group. That
system also ensures the appropriate management
of the books of account. A system has been
created that ensures the functioning of internal
controls at all levels of the Slovenske Zeleznice

Group’s operations. The company’s Management
Board is aware that every internal control system
has its limits regardless of how it functions.
However, the internal control system provides
sufficient assurances for the identification and
assessment of significant risks, the defining of risk
management measures and reporting onrisks.

The Management Board of Slovenske zeleznice,
d. 0. 0., and the senior management of Slovenske
zeleznice Group companies ensure that internal
controls are systemically integrated in business
processes, and are responsible for the effective
functioning of the internal control system.

Internal accounting controls function on the basis
of the following principles:

veracity in the division of responsibility;
® control of transactions;

® separation of accounting records
from transactions;

® the accuracy, reliability, completeness and
timeliness of financial reports;

® the compliance of operation with legislation,
International Financial Reporting Standards,
contracts and company bylaws, and the policies
adopted by the Management Board of Slovenske
zeleznice,d. 0.0,

® the professionalism and independence
of accountants.

Accounting controls are to alarge degree directly
linked to controls in the area of the IT system,
which ensures restrictions and control of access
to the network, applications and information and
controls of accuracy, completeness of capture
and data processing. The proper operation and
establishment of appropriate controls withing the
IT system is verified through authorised external
service providers.

Risks associated with the consolidated financial
statements of the Slovenske zeleznice Group are
managed to a great degree with the centralised
accounting function within Slovenske zeleznice,
d.o.o.,and with a revision of the annual financial
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statements of all major subsidiaries that comprise
the Slovenske Zeleznice Group.

4.Compliance and integrity system

The Slovenske zeleznice Group has anintegrity
planin place. Theintegrity planis an integral part

of our comprehensive risk management system.
The corporate integrity officer is the administrator
of the integrity plan and keeps a separate register
of risks related to unethical or illicit activity, conflicts
of interest, nepotism, mobbing, acceptance of gifts,
lobbying and uneconomical management of public
funds. Measures were taken to reduce individual
risks, responsible persons were appointed and

the frequency of internal controls was established.
The integrity officer reports on the fulfilment of the
integrity plan semi-annually to the management
and supervisory bodies.

The Slovenske zeleznice Group has a functioning
system in place for the reporting of suspected
breaches of corporate integrity, which is managed
by the corporate integrity officer. This area

is defined in the Rules on the Reporting and
Treatment of Suspected Breaches of Corporate
Integrity within the Slovenske zeleznice Group,
and the Code of Conduct. A follow-up reporting
and warning systemisin place. The corporate
integrity office submits quarterly reports to the
management and supervisory bodies and, if
required, to external supervisory and inspection
authorities. The officer performs their work
independently and is responsible for the protection
of known whistle-blowers.

Since the reporting line was set up in 2016,

we have received no reports about any retaliation
against known whistleblowers, which is reflected
in the high percentage of known whistleblowers
(the annual average in the last three years was
over 40%). The Slovenske Zeleznice Group had
received an average of 35 breach reportsin the
last three years.
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5.Data in accordance with point 4
of the fifth paragraph of Article
70 of the Companies Act

The company is established as a limited liability
company. Its sole partner (owner) is the Republic
of Slovenia, which holds the entire participating
interest. In accordance with the first paragraph

of Article 2 of the Slovenske Zeleznice Act, the
Republic of Slovenia may not divide its participating
interest in the company or transfer it to another
party. As the sole partner, there are no restrictions
on the Republic of Slovenia’s voting rights.

The company is managed by its Management
Board which, in accordance with the Articles of
Association, comprises the Director General,

two members (directors) and the Workers’ Director.

Members of the Management Board are appointed
and recalled by the company's Supervisory

Board, while the Workers'’ Director is appointed
and recalled based on a proposal from the Works
Council. The Director General has the right to
propose to the Supervisory Board the appointment
of two members to the Management Board
(directors). However, the Supervisory Board is not
legally bound to that proposal. The Supervisory
Board may recall members of the Management
Board at any time without explanation.

The company has a Supervisory Board comprising
nine members. Six members are appointed

and dismissed by the founder, i.e. Slovenski
drzavni holding. Three members are appointed
andrecalled in accordance with the Workers’
Participationin Management Act.

The Articles of Association and the amendments
thereto are adopted by the founder, i.e. Slovenski
drzavni holding, d. d.

Management staff and the Management Board
manage Slovenske Zeleznice, d. 0. 0.'s operations
and represent the company at their own risk.
Individual members of the Management Board are
assigned their respective work area through the
Rules of Procedure of the Management Board.
The Workers’ Director represents the interests

of workers as they relate to human resource and

social issues in accordance with the Articles
of Association.

The Director General represents the company
independently and without restrictions. One
member of Management Board (director) and the
Workers’ Director represent the company together
with the Director General.

Due to the legal prohibition on the division or
transfer of the participating interest to another
party, the Management Board cannot be granted
any powers toissue or purchase treasury shares.

6.Functioning of the General
Meeting of Shareholders and
its key powers, description
of the rights of shareholders
and the manner in which
those rights are exercised

The company is established as a limited
liability company. Its sole partner (owner) is the
Republic of Slovenia, which holds the entire
participating interest.

In accordance with the Companies Act, all the
major corporate decisions in single-partner
limited liability companies that are set out in the
Companies Act and in the Articles of Association
are taken by the founder. The function of the
company'’s founder is performed by Slovenski
drzavni holding, d. d.

The founder thus holds all the powers of the
general meeting, while making independent
decisions on changes and amendments to

the Articles of Association, the adoption of the
annual report and consolidated annual report

(if they are not approved by the company’s
Supervisory Board, or if the Management Board
and Supervisory Board defer the decision on their
adoption to the founder), the use of distributable
profit and the coverage of losses, the conferral
of official approval on the Supervisory Board and
Management Board or on individual members

of those two bodies, the reimbursement of
subsequent payments, the remuneration policy

for members of the Management Board based

on the proposal of the company’s Supervisory
Board, corporate status changes and the winding
up of the company, changes to share capital, the
appointment and recall of Supervisory Board
members, except those that were appointed by
the Works Council, payments to members of

the Supervisory Board, the appointment of the
company’s auditor based on the proposal of the
Supervisory Board, representation of the company
in court proceedings against management staff
and other matters in accordance with its powers,
as derived from the applicable laws and Articles of
Association of Slovenske zeleznice, d. o. 0.

The sessions of the founder are held in accordance
with its bylaws.

7. Composition and functioning of
management and supervisory
bodies and their committees

The company is governed by the founder directly
and through its governing bodies, namely the
Supervisory Board and the Management Board
(two-tier governance system). The powers of the
company’s bodies are set out in the Companies
Act, and in Slovenske zeleznice, d. 0. 0.’s Articles
of Association, the Rules of Procedure of the
Supervisory Board and the Rules of Procedure of
the Management Board.

Composition of the Supervisory Board

In accordance with the Articles of Association

of Slovenske zeleznice, d. 0. 0., the Supervisory
Board of Slovenske Zeleznice, d. 0. 0., comprises
nine members. Six members are appointed by the
founder and three by the Works Council.
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Composition of the Supervisory Board and its committees during the 2021 financial year

Existence
Participationin of conflicts
Supervisory Board | Independence | of interest Participationin
Completion of sessions with inaccordance | duringthe Membership of the committee sessions
First appointment position/term Shareholder/employee respect to total with Article 23 | financial supervisory bodies of other | Membership on Chair/ with respect to total
Name and surname | Position Qualification to position of office representative? number of the Code year? companies, funds etc. committees member number
Aleksander Mervar | Chair Master of science 12 September 2019 | 12 September 2023 S 15/16 YES YES Kapitalska druzba, d.d.
Franci Matoz Deputy Chair Bachelor's degree 27 August 2020 27 August 2024 S 15/16 YES NO LukaKoper,d.d., HR committee Chair 4/4
S SN ki, S (SN S N AU UURNRUN AUUSRRRRURU SURNR 1. DUTB. dd e e
Aleksander Nagode | Member Master of science 11September 2015 | 12 September2023 S 16/16 YES YES Succession Fund of the Audit committee Member 1/1
Republic of Slovenia T PSS Ul ittt ittty
(public fund) Strateglcmvestments Member 9/9
e e e .committee .
JozZe Pavsek Member Primary school 11September 2015 | 12 September 2023 E 15/16 YES NO SZ-ZIP, storitve, d. 0. 0.
O oL O S S S S W S
Silvo Berdajs Member Secondary vocational 11September 2015 | 12 September 2023 E 16/16 YES NO SZ-ZGP Ljubljana,d.d., Audit committee Member 1/
education SZ-Tovorni promet, d.o. 0. U SRt Attt eiaintieleteiate ety
Strategic investments | Member 9/9
e e e e foommittee
Zlatko Ratej Member Secondary vocational 24 April 2018 | 12 September 2023 E 16/16 YES NO / HR committee Member 4/4
e e Bducation e e e e e e e e e
Melita Malgaj Member Bachelor's degreein 12 June 2020 12 June 2024 S 15/16 YES NO / Audit committee Chair /1
S SRS o410 ) U S S S S S S SR SO
Boris Marko¢i¢ Member Bachelor'sdegreein 27 August 2020 27 August 2024 S 16/16 YES NO / Audit committee Member /1
electrical engineering e St aiuiaiaiuin Heieleieieleleiieleteeiataiieleteiate ety
Strategicinvestments | Chair 9/9
e e e e foommittee
Gabriel Skof Member Bachelor's degree 27 August 2020 27 August 2024 S 16/16 YES NO GlZ Nuclear Insurance and HR committee Member 4/4
inlaw ReinsurancePool, |
Elektro Gorenjska, d. d. Strategicinvestments | Member 9/9
e e e e foommittee
Barbara Nose External member of the | Specialised auditing 19 October 2015 | 12 September 2023 S / YES NO / Audit committee Member 10/11
audit committee

" S - shareholder representative; E - employee representative

2)|f a conflict of interest arose in a particular case, the member of the Supervisory Board in question was recused from discussions and

decisions by the aforementioned body.

Work of the Supervisory Board

The legal bases for the work of the Supervisory
Board are the Companies Act, Slovenske Zeleznice,
d.o.o0.s Articles of Association, the Rules of
Procedure of the Supervisory Board, the Rules

of Procedure and Remuneration of Supervisory
Board Committees, the Rules of Procedure of the
Supervisory Board’s audit committee, and the
Rules of Procedure of the Supervisory Board’s
Strategic Investments Committee.

The Supervisory Board exercises its powers
and performs its duties at sessions and via
its committees.

The mostimportant powers of the Supervisory
Board are as follows: the supervision of the
operations of Slovenske Zeleznice, d. 0. 0., the
review and verification of the company’s books
of account and documentation, its cash drawers,
securities in safekeeping and inventories of
merchandise and other items, the supervision of
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the activities of the Slovenske zeleznice Group
and the implementation of the adopted annual and
strategic business plan based on Management
Board reports, verification and approval of the
annual report and review of the proposed use of
distributable profit, the appointment and recall of
the Management Board of Slovenske zeleznice,
d.o.0.,the appointment and recall of the Workers’
Director on the company’s Management Board
based on the proposal of the Works Council, the
appointment of the audit committee and other
Supervisory Board committees, the conclusion
of employment contracts with Management
Board members, the submission of proposals

to the founder for the adoption of resolutions

in the scope of its powers, the adoption of the
Rules of Procedure of the Supervisory Board, the
monitoring of the appropriateness of procedures
and the effectiveness of internal controls and
internal auditing, and the approval of the following:

the business plan and the strategic business plan
of the Slovenske zeleznice Group, the purchase
or sale of capital assets and real estate above the
amount set out in Slovenske Zeleznice,d.0.0.’s
Articles of Association, the raising of loans and
the issuing of guarantees and sureties above the
amount set out in Slovenske zeleznice,d.0.0.’s
Articles of Association, investments and
divestments that are not included in the company’s
annual plan or the strategic business plan of the
Slovenske zeleznice Group above the amount
set out in the Articles of Association, decisions
regarding changes in status and capital at the
general meetings of subsidiaries, the rules

and elements for the conclusion of individual
employment contracts for management staff

and other Slovenske zeleznice and Slovenske
zeleznice Group employees, the appointment
and recall of management staff at subsidiaries,
the appointment and recall of the head of the

Internal Audit Department and the annual work
programme thereof, and the Rules of Procedure of
the Management Board.

The Supervisory Board also makes decisions and
givesits consent in the matters set outin Article
16 of the valid Articles of Association of Slovenske
zeleznice, d. 0. 0.

Supervisory Board committees

The composition of the Supervisory Board'’s
committees and their activities in 2021 are
presented in detail in the report on the work of
the Supervisory Board, and are not described
again here.
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Management Board

In 2021, the Management Board of Slovenske
zeleznice, d. 0. 0., comprised three members;

the Director General and two members of senior
management - the Managing Director and the
Workers’ Director, who is appointed in accordance
with the Workers'’ Participation in Management

Act. The Director General represents the company
independently and without restrictions. The
Management Board member (Managing Director)
and Worker’s Director represent the company in
concert with the Director General.

Composition of the senior management during the 2021 financial year

Name and surname Position Work area as member of the Firstappointment | Completion of Membershipin
(President, Executive Management to position position/term of supervisory bodies
member) office of unaffiliated

companies

DusanMes Director General execution of the Strategic Business 22 March 2012 24 March 2024

Member of the
Management
Board (Director)

Nina Avbelj Lekic Workers’ Director | HRand social issues

Plan, operation of subsidiaries,
marketing, logistics and mobility,
human resources and legal affairs, real
estate management, procurement and
investments, and internal auditing

Finance, accounting and controlling, 1April 2016 2 April 2024
IT, compliance and risk management /

21March 2018

22 March 2026 /

Management staff and the Management Board
manage Slovenske zeleznice, d. 0. 0.'s operations
and represent the company at their own risk.

The management staff and Management Board
manage the transactions of Slovenske zeleznice,
d.o.0.,and make all decisions that are not the
responsibility of the Supervisory Board and the
founder, in accordance with valid regulations and
the Articles of Association. Individual members

of the Management Board are assigned their
respective work area through the Rules of
Procedure of the Management Board. The
Management Board functions as a collegiate body
when adopting the most important decisions for
Slovenske zeleznice, d. 0. 0., and for the Slovenske
zeleznice Group.

Governance of subsidiaries

The Management Board and Supervisory Board
play key roles in the governance of subsidiaries.

In addition to Slovenske Zeleznice, d. 0. 0., the
Slovenske zeleznice Group comprises the following
direct subsidiaries: SZ EP Logistika, d. 0. 0.,
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SZ-Potniski promet, d. 0. 0., SZ-Infrastruktura,
d.o.0.,SZ-VIT,d.0.0.,SZ-Zeleznisko gradbeno
podjetije, d. d., SZ-ZIP, storitve, d. 0. 0., Prometni
institut Ljubljana, d. 0. 0., and SZ-Zelezniska
tiskarna Ljubljana, d. d., in which Slovenske
zeleznice, d. 0. 0.,has a100% participating interest
or majority holding, and subsidiaries in which

the aforementioned subsidiaries have a 100%
participating interest or majority holding.

Control agreements are signed with
the companies that are 100% owned by
Slovenske zeleznice, d. 0. 0.

These companies are engaged in the maintenance
and management of the public rail infrastructure,
rail traffic management, the conveyance of
passengers and goods on the PRI, train traction
and technical wagon inspection services as core
activities, and other services, and supplementary
and complementary activities required for

the continuous and/or good performance of

core activities.

8. Description of the diversity policy

In December 2020, the Supervisory Board and
Management Board of Slovenske zZeleznice,

d.o. 0., adopted the policy on the diversity of the
management and supervisory bodies of Slovenske
zeleznice, d. 0. 0., and the Slovenske zeleznice
Group. That policy also applies to recruitment

of management staff, in addition to members of
management and supervisory bodies.

The core principle of the policy is diversity in
terms of the inclusion and participation of people
with different ways of thinking, backgrounds,
knowledge, experience, skills and personal
characteristics at all levels of the company.

The objective of the diversity policy is to ensure
that the composition of each body results in a set
of abilities, expertise, skills and experience that
will ensure the sound understanding of current
events, and long-term risks and opportunitiesin
connection with the operations of the company
and Group, and thus the long-term successful
and sustainable performance of the company
and Group.

When determining the optimal composition of
bodies, primarily the following aspects of diversity
are taken into account to ensure the effectiveness
of anindividual body as a whole:

® professional diversity to ensure the
complementarity of knowledge and skills;

® diversity in terms of competences;
® diversity interms of gender;

e diversity in terms of age, which is particularly
important due to the ageing of the population
and the raising of the retirement age; and

® ensuring continuity in the form of an appropriate

proportion of existing members to new members

of the company’s Supervisory Board and
senior management.

Dusan MES
Director Genkral

Tomaz KRASKOVIC, MSc Nina A
Member of the Managemen ard

The policy also sets out measurable objectives for
selected aspects of diversity:

® aproportion of under-represented members
of companies’ executive staff and supervisory
boards (in terms of gender) of at least one
quarter; and

® continuity of at least one third at the level of the
entire Supervisory Board, and of at least one
quarter amongst shareholder representatives.

The diversity policy is applied primarily in:

® therecruitment, selection and submission of
proposed candidates for the Supervisory Board
to the company’s founder;

® the appointment of the Supervisory
Board’s committees;

® the appointment or approval of the appointment
of managing directors of Group companies,

® the appointment of the senior managerial
team; and

® the self-assessment of the Supervisory Board’s
work, which also includes an assessment of the
composition of the Supervisory Board in terms of
implementation of the diversity policy.

If several candidates fulfil fit and proper criteria,
preference is given in the selection/appointment
process to the candidate who will contribute to the
diversity of the company’s executive staff and/or
Supervisory Board.

The company has not yet received areport on the
implementation of the diversity policy and results of
that implementation. We will report on the results of
the diversity policy in the next annual report.

Ad

LJLEKIC
Workers’ Director
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REPORT OF THE

SUPERVISORY BOARD

Composition and
functioning of the
Supervisory Board

In accordance with the valid Articles of Association
of Slovenske zeleznice, d. 0. 0., the Supervisory
Board comprises nine members, six of whom

are appointed and recalled by the founder, while
the remaining three members are appointed
andrecalled in accordance with the Workers’
Participation in Management Act.

Composition of the Supervisory Board of
Slovenske zeleznice, d. 0. 0., and its committees did
not change in 2021.

The Supervisory Board comprised the
following members:

® representatives of the founder:

- Aleksander Mervar (Chairman),
= Franci Matoz (Deputy Chairman),
- Melita Malgaj,

= Boris Markocic,

- Aleksander Nagode, and

- Gabriel Skof;

® employee representatives:

- Silvo Berdajs,
- Joze Pavsek, and
- Zlatko Rate;.
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The Supervisory Board of Slovenske zeleznice,
d.o.o., carried out its work at meetings and via
its committees in accordance with the Rules of
Procedure of the Supervisory Board, the rules
of procedure of committees, the Articles of
Association of Slovenske Zeleznice, d. 0. 0.,

and the applicable regulations.

Details regarding the composition and powers of
the Supervisory Board, and information regarding
the presence of members of the Supervisory
Board and its committees at the sessions

thereof are presented in the section Corporate
governance statement.

The Supervisory Board held sixteen sessionsin
2021, of which twelve were ordinary and four were
correspondence. No extraordinary sessions were
held in 2021.

Most important topics
of sessions of the
Supervisory Board

Below we present the key topics discussed by

the Supervisory Board in the form of independent
items on the agenda at its sessions in 2021. If a
particular topic had been discussed beforehand in
acommittee, it was marked AC for audit committee,
SIC for strategic investments committee, or HRC
for the HR committee:

® the monitoring of the ordinary operations of
the company and Group in the form of regular
reports in the scope of individual points on
the agenda;

=> ongoing reporting:

= report on the implementation of the
Supervisory Board’s resolutions;

- report on work of the Supervisory
Board’s committees;

= information regarding current events at the
company and within the Group (AC);

-> report on the operating results of the
company and Group (AC);

- report on the status of strategic
projects (SIC);

= report on the progress of digitalisation
programmes (SIC),

- quarterly reporting (AC):

- unaudited report on the operating results of
the company and Group,

- report of the Central Corporate Office for
Compliance and Risk Management,

= report on financial risks in the Group,

= register of internal and external
auditing recommendations,

= report on changes with respect to received
and filed lawsuits,

= report on agreements published on the
websites of Group companies pursuant
to paragraph 11 of Article 10a of the Public
Information Access Act,

= semi-annual reporting:
= report on the work of the Internal Audit
Department (AC);
= report on reports of suspected
breaches of corporate integrity (AC);
= report on reports of suspected breaches
of personal data protection (AC);
= report on the status and development
of information security (SIC),
- report on the sale of the Group’s obsolete
assets (AC);
- annual reporting (AC):
= |etter to the management following the pre-
audit of the financial statements for 2020,
= discussion of the unaudited annual report
and confirmation of the audited annual
report of the company and Group for 2020,

® operational planning:

- consent to the Strategic Business Plan of the
Slovenske zeleznice Group for the period
2021-2025 (AC),

= briefing on the Human Resource Management
Strategy in the Slovenske zeleznice Group for
the period 2021-2025 (HRC),

- briefing on the Work Plan in the Area of
Corporate Integrity for 2021 (AC);

= briefing on the final proposal of the strategy
for managing the Group’s strategic, non-
strategic and development real estate owned
by the Group,

- consent to the Business Plan of the Slovenske
zeleznice Group for 2022 with a forecast of
operations for 2023-2024 (AC),

- approval of the work plan of the Internal
Audit Department for 2022, including an
indicative long-term work plan for the period
2023-2024 (AC),

149



approval of the extension of the guarantee
line, short- and long-term external financing
transactions and the mutual financing
transactions of Group companies;

briefing on the long-term agreement on the
discharge of PRI manager services,

monitoring of the sale of real estate requiring the
consent of the Supervisory Board;

monitoring of the activities involved in
forming strategic partnerships in freight and
passenger transport,

monitoring of fixed capital formation and
monitoring of progress or providing required
approvals of documentation for key strategic
projects (SIC),

briefing on the selection of strategic projects
in the Group’s portfolio, in accordance with the
Strategic Business Plan 2021-2025 (SIC),

digitalisation of mobility and the management
of human capital in the Group (SIC),

monitoring of upgrades to business
processes and the corrective measures and
recommendations of the Court of Audit (AC),

examination of the legal opinion on the
avoidance of conflict of interests in Management
Board members or committees when they
participate in the decision-making in public
procurement procedures,

action plan for the implementation of past-
due recommendations of the Internal Auditing
Department as at 31 December 2020 (AC),

new corporate governance arrangements in the
Group with regard to new public interest entities
following the adoption of the new ZGD-1K,

human resources (HRC):

= consent to the recall and the concurrent
appointment of Group subsidiary directors
with the aim to unify the terms of office and
prepare a basis for the formulation of a
succession policy,
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- briefing on the goals formulated by the
directors of subsidiaries,

- consent to the appointment of the new
director of SZ-ZGP Ljubljana, d. d., and the
extension of the term of office for the director
of SZ-ZIP Savudrija, d. 0. 0.,

= consent to the change in the rules and
elements for entering into individual
employment contracts,

= briefing on information regarding liability
insurance for the Group’s executive staff,

- briefing oninformation regarding average
wages within the Group in 2020, and definition
of the basis for the calculation of wages under
individual contracts for 2021,

= briefing on changes to the rules on the internal
organisational structure of the Slovenske
Zeleznice Group (changed organisation of the
work of central corporate offices),

= HR procedures on the completion of the
strategic partnership project:

= briefing on the appointment of the
members of the Supervisory Board in
the newly-founded SZ EP,d. 0. 0.,

- consent to the appointment of the members
of the Management Boards of SZ-Tovorni
promet, d. 0. 0., Fersped, d. 0. 0.,and the
newly-founded SZ EP Logistika, d. 0. 0.

The company’s Management Board drafted
additional clarifications and reports at the request
of individual members of the Supervisory Board
regarding potential ambiguities and unresolved
matters in connection with operations.

The work of the Supervisory Board in 2021 focused
on the following activities:

® giving consent to the very ambitious strategic
business plan for a five-year period,

® briefing on the Human Resources Management
Strategy as a key document for the fulfilment of
the ambitious strategy,

® coordination of the terms of office of subsidiary
directors and the definition of goals,

® monitoring of progressin
digitalisation programmes,

® additional emphasis on the ongoing and close
monitoring of progress across the entire
portfolio of strategic projects,

® monitoring of finished activities within the
strategic partnership in rail freight transport
and logistics,

® addressing the project activities in the
mobility pillar pursuant to the Strategic
Business Plan for the modernisation of
passenger transport (purchase of a bus
company, construction of a passenger
centre, purchase of new trains, introduction
of self-service ticketing points of sale)

® addressing the method of aligning corporate
governance arrangements in the Group with
the new ZGD-1, where a number of discussions
and external legal opinions led to the decision to

establish Supervisory Boards in five subsidiaries.

The Management Board of the company worked
with the expert departments to ensure relevant
material for discussion in the Supervisory Board
and the committees, and always respondedin a
timely manner to any further questions by providing
additional clarifications.

Work of Supervisory
Board committees

The Supervisory Board has the following
three committees:

® audit committee,
® strategic investments committee, and
® human resources committee.

The efforts of the Supervisory Board committees
made a significant contribution to the quality and
efficiency of the Supervisory Board’s work.

Since the topics discussed by the committees
which were also discussed by the Supervisory
Board have been presented above, only those
topics that were addressed by the committees
alone are covered below.

Audit committee

In 2021, the audit committee consisted of the
following members:

® representatives of the founder:

- Melita Malgaj (chair),
- Aleksander Nagode,
-> Boris Markocic;

e Silvo Berdajs (employee representative), and
® Barbara Nose (external member).

The audit committee held eleven ordinary sessions
in2021.

Key topics:

® monitoring of the progress of the external

audit of the financial statements via four
meetings with representatives of the
audit firm Deloitte Revizija, d. 0. 0.:

= letter to the management following the
completed pre-audit of the financial
statements for 2020,

= unaudited annual report of Slovenske
zeleznice, d. 0. 0., and the Slovenske
zeleznice Group;

- management presentation in connection with
the audit of financial statements for 2020;

= |etter to the management following the
completed audit of the financial statements
for 2020,

= additional report to the audit committee
following the audit of the financial statements
for 2020,

= auditor’s opinion on the financial statements
of Slovenske zeleznice, d. 0. 0.,and the
Slovenske zeleznice Group for 2020,
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- verification of the independence of the
external auditor;

- audited annual report of Slovenske Zeleznice,
d.o.0.,and the Slovenske Zeleznice Group
for 2020,

= annual discussion in the absence of the
Management Board, focusing on a few key
topics (planning the audit of the financial
statements for 2021 with annual report
completion deadlines, suitability of the register
of risks as a basis for the determination
of audited areas, implementation of
recommendations from past audits, auditor
selection criteria),

® briefing on the contract of Group control and

single management,

information on public contracts and
records procedures,

ensuring the independence of the actual and
potential auditors of the financial statements
through the monitoring of the conclusion of
agreements with audit firms, in terms of the type
and scope of their services (the actual auditor
of the financial statements and companies in its
network did not provide non-audit services for
Slovenske zeleznice Group companies in 2021),

monitoring of the Internal Audit
Department’s work:

= reports oninternal audits performed and other
regular reports, plans and bylaws governing
the work of the Internal Audit Department,

= briefing on the action plans
for the implementation of
past-due recommendations,

= briefing on the employment contract of the
head of the Internal Audit Department,

= annual interview with the head of the Internal
Audit Department, without the presence of the
Management Board, and verification of that
person’s independence; and

monitoring of changes in rules and other
instructions relating to the financial statements
and the work of the audit committee.
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Strategic investments committee

In 2021, the strategic investments committee
consisted of the following members:

® representatives of the founder:

- Boris Markoc¢i¢ (chair),
= Gabrijel Skof, and
-> Aleksander Nagode;

® Silvo Berdajs (employee representative).

The strategic investments committee started its
work in 2021, when it held nine ordinary sessions.
Its scrutiny of all strategic investments was an
important contribution to the successful work of
the Supervisory Board.

Key topics:

e definition of the committee’s tasks and
work system,

® ongoing monitoring of the progress of the entire
portfolio of strategic projects,

® separate and more detailed ongoing monitoring
of progress in digitalisation programmes,

® drafting a proposal for the selection of strategic
projectsin the Group’s portfolio to implement
the adopted Strategic Business Plan, including
estimated values and deadlines for the
completion of individual projects,

® preliminary discussion of project documentation

which is subject to briefing or approval at
Supervisory Boards sessions.

HR committee

In 2021, the human resources committee consisted

of the following members:
® representatives of the founder:

= Franci Matoz (chair), and
= Gabrijel Skof;

e Zlatko Ratej (employee representative).

The HR committee held four ordinary sessions
in 2021. All of the topics addressed were

independent points on the agendas of Supervisory

Board sessions.

Self-assessment of the work
of the Supervisory Board
and the audit committee

Due to the large number of changes in the make-up
of the Supervisory Board in 2020, the first two self-
assessments of the work of the Supervisory Board
and the audit committee were carried out after one
year of joint cooperation, i.e. at the end of 2021
andinearly 2022.

The members of the Supervisory Board and the
audit committee filled in a questionnaire - the
self-evaluation matrix of the Slovenian Director’s
Association. Two analyses were made on the basis of
the completed questionnaires and examined by both
bodies. The analyses indicated that the Supervisory
Board and its committees are performing well. Lower
scores were given particularly in matters outside the
Supervisory Board’s direct control. Other matters
were assessed by the Supervisory Boards members
as “good”, with the exception of the corporate
governance policy as a standalone document, since
the company does not have one.

Both bodies adopted resolutions or conclusions that
suggest the necessity of tasks for the improvement
of the system of work in the following areas:

® preparation of a standardised induction
programme for new members,

® presentation of subsidiaries at Supervisory Board
session in the presence of the external member of
the audit committee,

e formulation of a Corporate Governance Policy of
Slovenske zeleznice, d. 0. 0., and the Slovenske
zeleznice Group,

® greater emphasis on the monitoring of the
implementation of risk management measures
and recommendations,

® corporate integrity:

= transition from semi-annual to quarterly
reporting of suspected breach reports and

= discussion of the Rules on the Reporting and
Treatment of Suspected Breaches of Corporate
Integrity within the Slovenske zeleznice Group,
which already included potential changes at the
session of the audit committee.

The Supervisory Board and the audit
committee will consistently monitor the
performance of tasks as part of the ongoing
monitoring of the implementation of
Supervisory Board’s resolutions and the audit
committee’s conclusions.
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ASSESSMENT OF THE WORK
OF THE MANAGEMENT BOARD
AND SUPERVISORY BOARD

On the basis of the continuous monitoring and
supervision of the operations and management
of Slovenske zZeleznice, d. 0. 0., and the Group
during the 2021 financial year, and based on the
consolidated annual report of the Slovenske
zeleznice Group for 2021, compiled and submitted
by the Management Board, the Supervisory
Board assesses that the annual report and the
disclosures contained therein reflect the actual
situation and position of Slovenske zeleznice,
d.o.o0.,and the Group.

The Supervisory Board assesses the work of the
Management Board in 2021 as very successful.
The Management Board and Supervisory Board
worked constructively together at sessions, while
the Chairman of the Supervisory Board, the chairs
of committees and the Director General and a
member of the Management Board communicated
regularly between sessions. The Management
Board successfully handled the situation in
connection with the COVID-19 pandemic, and
adopted all necessary measures to safeguard

the health of employees and adapt operations to
the changing circumstances. The Management
Board carried out some key activities in 2021 that
serve as the basis for the continued growth and
development of the Group.

The Supervisory Board dedicates special attention
to the management of potential conflicts of interest
between its members. The Supervisory Board
discussed two points in 2021 from which one
member of the Supervisory Board was excluded
from discussions and decision-making to avoid
conflicts of interest.

Allmembers of the Supervisory Board and
the external member of the audit committee
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who performed the function of member of the
Supervisory Board and committees in 2021
signed statements of independence in which they
declared their status as independent members.
Their statements of independence are published
on the company’s website.

Approval of the
annual report and
the proposed use of
distributable profit of
Slovenske zeleznice,
d. o. 0., for 2021

The unaudited annual report of Slovenske
zeleznice, d. 0. 0., and the Slovenske Zeleznice
Group for 2021 was discussed by the Supervisory
Board’s audit committee at its 23rd session on

19 May 2022.

The certified audit firm Deloitte Revizija, d. 0. 0.,
which audited the financial statements for 2021 for
Slovenske zeleznice, d. 0. 0., its subsidiaries and the
Slovenske Zeleznice Group as a whole, reported its
findings and the progress of the audit for 2021.

The Management Board discussed and approved
the annual report of Slovenske zeleznice, d. o.

0., and the consolidated annual report of the
Slovenske zeleznice Group for 2021 at its 331st
correspondence session of 26 June 2022, and

submitted them to the audit committee and
Supervisory Board for review and verification in
accordance with paragraph 3 of Article 272 of the
Companies Act, together with the independent
auditor’s report of 26 May 2022 and the proposal
for the use of distributable profit of Slovenske
zeleznice, d. 0. 0. The audited consolidated
annual report of the Slovenske Zeleznice Group
and Slovenske zeleznice, d. 0. 0., for 2021 was
discussed by the Supervisory Board’s audit
committee at its 24th session on 26 May 2022
and by the Supervisory Board at its 31st session
on 30 May 2022. The certified auditors thus
reported to both the Supervisory Board and the
audit committee.

Itis evident from the auditor’s opinion that the
financial statements of Slovenske zeleznice,

d.o. 0., and the consolidated financial statements
of the Slovenske Zeleznice Group present a

true and fair picture of the financial position of
Slovenske zeleznice, d. 0. 0., and the Slovenske
zeleznice Group as at 31 December 2021, and of
their operating results and cash flows for the year
then ended, in accordance with the International
Financial Reporting Standards as adopted

by the EU.

After the audit committee’s review and verification
of the business and financial reports for 2021, the
Supervisory Board found, based on the findings

of the audit committee, that the audited annual
report and the consolidated annual report for

the 2021 fiscal year were compiled in a clear

and transparent manner, and in accordance

with the provisions of the Companies Act. The
business report is in line with the audited financial
statements. After the final verification of the audited
annual report, the Supervisory Board of Slovenske
zeleznice, d. 0. 0., had no comments regarding the
report and adopted a favourable position on the
auditor's report.

Ljubljana, 30 May 2022

In addition to the annual report, the Supervisory
Board also verified and approved the proposed
use of distributable profit of Slovenske Zeleznice,
d.o.o.,whichamounted to EUR 7,888,108.49 as
at 31 December 2021, and had no comments in
that regard. The Supervisory Board proposed
that the founder adopt a resolution on the use of
distributable profit in the attached text.

Based onits review of the annual report and

the proposed use of distributable profit for

2021, and its review of the certified auditor’s
report, the Supervisory Board confirmed the
annual report of Slovenske zeleznice, d. 0. 0.,

and the Slovenske Zeleznice Group for 2021, in
accordance with the provisions of Article 282 of
the Companies Act and the Articles of Association
of Slovenske zeleznice, d. 0. 0.

The Supervisory Board assesses that the
Management Board managed the company
successfully, prudently and in accordance with
regulations and the company’s bylaws, and that
the Group exceeded the objectives set out in the
business plan for 2021, despite difficult conditions.
The Supervisory Board proposes that the founder
adopt a resolution conferring official approval on
the Management Board and Supervisory Board for
their work in 2021.

When adopting the annual report, the Supervisory
Board took a position regarding the corporate
governance statement and the statement of
compliance with the reference code, and assessed
that they reflect the actual state of corporate
governancein 2021.

leksander Mervar
Chairman of the Supervisory Board
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STATEMENT OF

RESPONSIBILITY OF THE
MANAGEMENT BOARD

The Management Board of Slovenske zeleznice,
d.o. 0., isresponsible for the compilation of the
annual report of the Slovenske zeleznice Group
and of Slovenske zeleznice, d. 0. 0., for 2021. The
members of the Management Board represent that
to the best of their knowledge the annual report
and all the constituent parts thereof were compiled
in accordance with the Companies Act and the
International Financial Reporting Standards as
adopted by the EU.

The Management Board confirms that the
appropriate accounting policies were consistently
applied in compiling the financial statements, that
accounting estimates were made according to the
principles of prudence and due diligence, and that
the financial statements present a true and fair
picture of the financial assets and operating results
of the Slovenske zeleznice Group and of Slovenske
zeleznice, d. 0. 0., for 2021.

The Management Board is also responsible for
ensuring that accounting is conducted correctly
and that appropriate measures are taken to
protect property and other assets, and confirms
that the financial statements, together with the

Dusan MES
Director Genfral
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Tomaz KRASKOVIC, MSc Nina A
Member of the Managemen ard

notes thereto, have been compiled on a going
concern basis in relation to Slovenske Zeleznice,
d.o.o0.,andits subsidiaries, and in line with
current legislation and the International Financial
Reporting Standards.

In accordance with Directive 2014/95/EU
regarding the disclosure of non-financial and
diversity information by certain large undertakings
and groups and the guidelines issued by Slovenski
drzavni holding, d. d., on non-financial reporting,
and in accordance with the diligence of a good
manager, the Management Board uses this report
as a vehicle to recognise the importance of non-
financial reporting indicators by including that
information in a more transparent manner in

the system of key success factors of Slovenske
zeleznice, and thus in a traceable reporting system.

The Management Board is responsible for
taking measures to prevent and detect fraud and
irregularities, and for maintaining the value of the
Slovenske zeleznice Group’s assets.

The Management Board of Slovenske zeleznice,
d.o. 0., approved the financial statements on
26 May 2022.

Ad

LJLEKIC
Workers’ Director

STATEMENT REGARDING
NON-FINANCIAL OPERATIONS®

The annual report of the Slovenske zeleznice
Group for 2021 complies with Directive
2014/95/EU (Article 19. a), the Companies Act
(Article 70. c) and the Corporate Governance Code
for Companies with Capital Assets of the State of
Slovenski drzavni holding (Point 8).

The requirements set outin those regulations
are included in the business report. The results
of non-financial operations in this annual report
were reported by using the GRI Standards,
which represent an international framework for
sustainable reporting, the International Integrated
Reporting Framework, and the United Nations
guidelines as defined in the 2015 Sustainable
Development Goals. The compliance of the
content of the annual report with the international
GRI Standards framework and the United
Nations guidelines is evident in the tables that
reference clearly marked content areas from the
annual report.

The Slovenske Zeleznice Group manages all
types of capital as defined by the International
Integrated Reporting Framework. In particular,
the Group manages and, for 2021, also reports

Dusan MES
Director Genkral

%GRI102-14

Tomaz KRASKOVIC, MSc Nina A
Member of the Managemen ard

developments relating to production (physical),
intellectual, human, social and natural capital, as
well as financial capital, across several chapters.
Most of the requirements of legislative bases listed
in the introduction are encompassed in the above
capitals as relevant, whereas other requirements,
such as business model presentation, are
addressed in separate chapters.

Ad

LJLEKIC
Workers’ Director
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CORPORATE REPORTING?°

The Slovenske Zeleznice Group has compiled its
annual reports in accordance with the principles
of sustainable reporting for five consecutive years.
In 2017, we first started reporting in accordance
with GRI (Global Reporting Initiative) Standards,
including new important topics and disclosures.
Since our first sustainable report we see this

type of reporting not only as a means to provide
information but as a developmentally oriented
pause for thought which allows us to reflect
properly on the past year and improve our focus
on the goals we set for ourselves. Moreover, our
initial sustainable reporting was upgraded in

the past years by including the United Nations
guidelines. This will be further enhanced in the
coming years, and in particular, we will focus on
integrated reporting according to the standard of
the International Integrated Reporting Council -
the IIRC. We made a stronger commitment to an
integrated way of thinking in 2020, making the first
major steps, and this year, integrated reporting
has been introduced to a very large degree as
also reflected in the arrangement of contents

by capitals. We also follow the changes that are
taking place with regard to integrated reporting,
such as the 2021 merger of the IIRC with the
globally important standard of the Sustainability
Accounting Standards Board (SASB) into the
Value Reporting Foundation, which has announced
new guidelines, a development that we have been
following and will presumably also be implementing
in the future.

26GRI1102-46,102-49,102-50,102-52,102-53,102-54,103-1
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In a similar way as GRI Standards, the standard of
the Value Reporting Foundation includes certain
key elements such as:

® relations with stakeholders, where we present a
stakeholder map, forms of engagement and key
topics of relevance to specific stakeholders;

® auniform and more transparent presentation
of the competitive environment, achievements,
risks and opportunities;

® integrated reporting on employees, cooperation
with the wider social environment and
environmental protection.

Some disclosures according to the GRI Standards
are not yetimplemented or are implemented
partially. However, we are aware that the
introduction of sustainable reporting is a process,
and we will continue our efforts to improve the
compliance of reporting with the guidelines, and
collect the necessary data, and above all, define
material topics and boundaries more clearly. The
same applies to the standard of Value Reporting
Foundation, which isincreasingly used as our basis
for reporting, since the integrated approach helps
us to better understand how the Group functions.
We have been and will keep striving to fully achieve
the proposed elements of this standard as well.

The report covers the period 1 January to
31December 2021.

If you have any questions in connection
with the annual report, please contact us
atinfo@slo-zeleznice.si.

GRI reporting compliance?

Indicator

Disclosure

Section

| Page | Comment

GRI101: Foundation 2016
GRI102: General disclosures 2016

Organisational profile

Activities, brands, products and
services

Markets served (geographic and
sectoral breakdown, and breakdown by
type of customer)

Scale of the organisation (number of
employees, number of activities, sales
revenue, liabilities/equity,

number of products and services)

Information on employees and other
workers

Clarification of whether and how the
organisation takes into account the
precautionary principle

Externally-developed economic,
environmental and social charters,
principles or other initiatives to which
the organization subscribes, or which it
endorses

Statement of the highest decision-
making body on the importance

of sustainable development for
the organisation and sustainable
development strategy

Description of values, principles,
standards and norms, such as codes of
conduct and ethics

Mechanisms for advice and concerns
about ethics

Governance structure of the
organisation, including committees of
the highest governance body

Composition of the highest governance
body and committees

Generalinformation
Business model

Strategy of the Slovenske Zeleznice
Group for the period 2021-2025

Social capital; Activities relating to social
capital

Intellectual capital; Notable results in

General information
Corporate governance statement

Key performance indicators of the

Slovenske Zeleznice Group
Social capital

Key performance indicators of the
Slovenske Zeleznice Group

Financial performance of the Group

Corporate governance statement
Risk management

Corporate governance statement
Social capital
Natural capital

Statement regarding non-financial
operations

Statement of the Director General
Corporate governance statement

Key results of the Group; Performance
by pillar

Risk management

Strategy and plans
Corporate governance statement
Internal auditing

General information
Corporate governance statement

Corporate governance statement

The number of countriesis
capturedin part. The drafting of a
diagram that will present activities
by country is planned.

Inaccordance with internalrules,
we do not disclose data regarding
employees by contract type and

We disclose codes that relate to
corporate governance. We are
planning to disclose other codes
that apply to the Group.

#’GRI102-54,102-55
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Indicator Disclosure Section | Page | Comment
Stakeholderengagement e eeen
102-40 List of stakeholder groups engaged by Social capital 99
eeeeeemmemwfMneorganisation | e .
102-42 Bases for the identification and selection | Social capital 99
of stakeholders, including the frequency
eeeememceeemeeoo..]Ofengagementbystakeholdergroup | ..
102-43 Approaches to stakeholder Social capital 99
engagement, including the frequency
ecememeemeeoo_..) Ofengagementbystakeholdergroup | L.
102-44 Key topics and concerns that have Social capital 99
been raised through stakeholder
engagement, and how the organisation
has responded to them, including
eeememmmemmemee L Moroughireporting e L.
B
102-45 Entities included in the consolidated Corporate governance statement 138
e | fnancialstatements | _.._..]Generalinformation | L8 O
102-46 Process of defining report content and Corporate governance statement 138 | Reporting contentincludes the
aspect boundaries Corporate reporting 158 | requirements of codes and plans,
and the development of corporate
reporting. We are planning the
definition of aspect boundaries in
e e e Mhefuture. L.
102-49 Significant changes from previous Corporate reporting 158
reporting periods in terms of scope and
eeececececeeeemoojBspectboundaries | e L.
102-50 Reporting period Corporate reporting 158
102-51 Date of most recent previous report Significant eventsin 2021 8 | The audited annual report for
2020 was approved at the
19th session of the company's
Supervisory Board held on 23
S Y AOU N MUY €111 S
102-52 Reporting cycle Corporate reporting 158
102-53 Contact point for questions regarding Corporate reporting 158
e OO .| Generalinformation ] 18 O
102-54 Claims of reporting in accordance with Corporate reporting 158
e GRIStaNRADS .| GRIreporttingcompliance | 89|
102-55 GRI contentindex GRIreporting compliance 159
102-56 External assurance of reporting External assurance of reporting
according to the GRI Standards according to the GRI Standards
SN E ] ) S L.1:.....-
LGRI03: Management approach | e meeen
103-1 Explanation of material topics and their | Corporate reporting 158 | We are planning a detailed review
boundaries Business model 2o | of material aspect boundariesin
the scope of this indicator.
Corporate governance statement 138
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SPECIFIC STANDARD DISCLOSURES

Indicator

Disclosure

Section

| Page | Comment

Economic impacts

GRI 201: Economic performance

ENVIRONMENTAL IM

GRI302: Energy

SOCIAL IMPACTS

Direct economic value generated

and distributed (revenues, operating
costs, employee wages and benefits,
payments to the holders of equity,
payments to the state (taxes), donations
and other community investments)

Development and impact of
infrastructure investments and support
activities

Total number and percentage of
operations assessed for risks related
to corruption and the significant risks
identified

Energy consumption within the
organisation

Reduction of energy consumption within
the organisation

Reduction in energy requirements of
products and services

Description of significantimpacts of
activities, products and services on
biodiversity in protected areas

GRI401: Employment

New employee hires and employee
turnover

Benefits provided to full-time employees
that are not provided to temporary or
part-time employees, with respect to
core activities

Clarification as to whether the
organisation has an occupational health
and safety system

Worker training on occupational health
and safety

Occupationalinjury rate

Financial performance of the Group

Production capital; Notable results in
2021; Investments

Strategy and plans

Natural capital; Activities relating to
natural capital

Natural capital; Activities relating to
natural capital

Natural capital; Activities relating to
natural capital

Human capital; Key performance
indicators of the Slovenske zeleznice
Group

Human capital; Indicators by pillar

Human capital; Notable results in 2021;
Occupational health and safety

Human capital; Notable results in 2021;
Occupational health and safety

Human capital; Indicators by pillar

Human capital; Notable results in 2021;
Care for health, well-being and an
orderly working environment, and social
activities

Human capital; Key performance
indicators of the Slovenske Zeleznice

Group

7

We plan to enhance this section
with specific data regarding
impacts.

Inaccordance with the provisions
of labour law, the Slovenske
zeleznice Group complies with the
principle of the equal treatment of
allemployees.

We monitor the situation through
the number of trainings hours.
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Indicator

Disclosure

Section

| Page | Comment

GRI404: Training and education

Average hours of training per year per
employee by gender and by employee
category

Composition of governance bodies and
the structure of employees by employee
category according to gender, age (less
than 30 years, 30-50 years and over 50
years), minority group membership and
other relevant indicators of diversity

Ratio of basic salary and remuneration
of women to men by employee category,
by significant locations of operations

Corporate governance statement
Human capital; Indicators by pillar

Human capital; Notable resultsin 2021;
Implementation of the principle of equal
treatment of all employees

The Slovenske Zeleznice Group
adheres to the principle of equal
78 | wages for allemployeesin

41341 Operations with local community Social capital 99

engagement,impact assessments and
development programs

accordance with the applicable
labour legislation.

Compliance with United
Nations guidelines

Sustainable development in the railway industry
and transport means finding balance between the
needs of a growing population and the health of our
planet by respecting environmental sustainability
and security. With this in mind, we also pursue

the sustainable development goals of the United
Nations to support reporting, in addition to the

GRI Standards and the principles of the Value

Reporting Foundation. We make an indirect
impact and, to a limited extent, direct impact on the
achievement of the goals of the United Nations,
which are becoming the universal standard

for sustainable development and represent
aplanto solve the global crisis in an agreed,
equitable and environmentally friendly manner.

) SUSTAINABLE M,
@DEVELOPMENT ‘:‘.'SALS

ZERO GOOD HEALTH QUALITY
HUNGER AND WELL BEING EDUCATION

DECENT WORKAND INDUSTRY, INNOVATION ’Iu REDUCED

ECONOMIC GROWTH ANDINFRASTRUCTURE

13 CLIMATE ’l 4 LIFE PEACE, JUSTICE
ACTION BELOW WATER AND STRONG
INSTITUTIONS

INEQUALITIES
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17

GENDER CLEANWATER
EQUALITY AND SANITATION

‘I 2 RESPONSIBLE
CONSUMPTION
ANDPRODUCTION

O

PARTNERSHIPS
FORTHEGOALS

@ SUSTAINABLE
DEVELOPMENT
G7XALS

Compliance with the principles of
the Value Reporting Foundation

Since 2017, when our annual report was first
compiled as a sustainable report, we have
been following and preparing to implement also
integrated reporting according to the IIRC’s
standard. The 2020 report already included
some elements of integrated reporting, and the
present reportincorporates the standard to a
considerable extent.

The introduction of integrated reporting into the
Slovenske zeleznice Group was carried out by the
following guiding principles:

® materiality,

® strategic focus and future orientation,
® connectivity of information,

® conciseness,

® stakeholder relationships,

® reliability and completeness.

We have also followed the merger process
between the [IRC and the SASB (Sustainability
Accounting Standards Board), which in 2021
merged to form an international organisation -

the Value Reporting Foundation. The merger is
aresponse to the calls of international investors

for clear and highly unified solutions for the
communication of corporate value. We will continue
to keep abreast of developments related to the
standard and adapt to new policies.
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1. CONSOLIDATED
FINANCIAL STATEMENTS
OF THE SLOVENSKE
ZELEZNICE GROUP

1.1 Consolidated statement of financial position

in EUR Balance as at

Note 31December 2021 31December 2020
ASSETS 988,974,187 1,008,213,484
‘ANon-currentassets | | 516907,074| 600,669,926
 Intengibleassets | 2311 | 25837878 25,063,410
© Right-of-useassetsinconnectionwithleases | 2312 | 17051197| 22571403
* Property plantandequipment | 2313 | 397177956 311,985,666
* Investmentproperty | 2314 | 12079585 - 42,806,782
* Investmentsinassociates | 2315 | 14246338 13760176
© Otherfinancialassets | 2315 | 243755 2093464
* Financialreceivables | 2316 | 2997826 2692377
© Operatingreceivables | 2317 | 4082179| 129043502
. Deferredtaxassets | 2318 | 3804601 3,331,185
© Othernon-currentassets | 2319 | 7395669| 47321961
B.Currentassets | | amoerm3| . 407,543,558
 Assetsheldforsale | | A 30,025
*lnventores | 23110 | - m39331| 39418672
* Financialreceivables | 231 | 2238 63.909,002
 Tradereceivables | 23112 | 54687298|  559M5M
© Otheroperatingreceivables | 23113 | 248737863|  205430,092
* Receivablesforcorporateincometax | - 23210 | of 376,349
 Cashandcashequivalents | 23114 | 127103686 42,467907
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in EUR Balance as at
Note 31December 2021 31December 2020
EQUITY AND LIABILITIES 988,974,187 1,008,213,484
AEquty | 23115 | - 576,332,485 . 548,275,424
‘a.Equityof the owner of the controlling | | |
company 569,674,634 542,390,197
 Called-wpoapital | | 350520021 359,520,921
~ Sharepremumaccount | | a5002140 45,002,140
 Legalreserves | | 3gaesre| 3778009
* Revenuereserves | | aT128047| 46448165
 Farvalereserves | | -79s7886|  -6720962
 Retanedearnings | | 122125257| 94354139
*1Netprofitorlossbroughtforward | | 94322607| 70,367,022
""" 2 Undistributednetprofitorlossforthe | | |
financial year 27,802,650 23,987,117
© Translationdifferences | | 2421 218
b.Non-controllinginterest | | 6657851 5,885,227
‘B.Non-currentliabiltes | | 257,045060| 299,436,305
""" Provisions for jubilee benefitsand termination | | |
benefits 23116 32,758,967 28,956,624
~ Otherprovisons | 23116 | 1057220 - 039,840
* Non-currentdeferredincome | 2317 | 1206623 165,372
 Financialliabiites | 23118 | 106934966 130,163,570
* Leaseliablites | 231190 | se497i9| 13,803,685
© Operatingliabiltes | - 23120 | 106437565 123,821,214
C.Currentliabilties | | 155506642 - 160,501,755
 Financialliabiites | 23118 | 23320216 23,819,368
 Leaselabites | 23119 | 6086420| 6694563
© Tradepayables | 23121 | 39650681 36,312,894
© Otheroperatingliabiles | - 23120 | ssi7igla| 93,674,930
* Liabiltiesfor corporateincometax | - 23210 |  13s8st| 0

The accounting policies and notes are a constituent part of the financial statements and must be read in connection with them.
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1.2 Consolidated statement

of profit or loss

in EUR Note 2021 2020
1. Netsalesrevenue 2.3.21 413,991,511 407,210,561
"3 Grange mthevalus ofimeniorissaf | |

finished goods and work in progress 460,878 1,674,443
3. Capitalisedownproductsandservices| 2322 |  tsoriw2| 8,683,249
4. Otheroperatingrevenues | 2323 | toz27a4s0| - 119,700,880
5 Costsofgoods, materialsandservices | 2324 | 214216342 200,843,869
6. Labourcosts | 2325 | 236561290| 268279610
7. Write-downs | 2326 |  55647034| 47556749
8 Otheroperaingexpenses | 2327 | 2o7a613| 4792308
‘o Operatingprofitorioss |
(1+2+3+4-5-6-7-8) 34,098,732 15,796,597
0. Financeincome | 2328 | 1866415 3317232
1. Financecosts | 2829 |  3379419] 5202732
12. Netfinanceincome/costs(t0-1) | |  4s53004| 1,885,500
13. Pre-taxprofitorloss @+12) | | 32,585728| 13,911,007
4. Currenttax | | 3s8ee| 302031
5. Deferredtaxes | 2318 | 563506|  -37681
16. Corporateincometax | - 23210 | 3265100 2,001,630
7. Netprofitorlossfor theaccounting | | |
period 29,320,538 10,919,467
 Netproftorlossfortheaccountng | | |
period attributable to:
"""""" atotheownerofthecontroling | | |
company 28,554,099 9,773,762
"~ bnon-controllinginterest | | 766,439 1145,705

The accounting policies and notes are a constituent part of the financial statements and must be read in connection with them.
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1.3 Consolidated statement of

other comprehensive income

in EUR Note 2021 2020
Net profit or loss for the accounting period 1.2 29,320,538 10,919,467
Items that will not be reclassified subsequently to
profit or loss -1,236,924 -3,180,835
Actuarial gains/losses -1,236,924 -3,180,835
Items that may be reclassified subsequently to
profit or loss -26,552 -203,988
Exchange rate differences -1,205 15
Translation differences -25,347 -204,003
Other comprehensive income for financial year -1,263,476 -3,384,823
Total comprehensive income for the reporting
period 28,057,062 7,534,644
Total comprehensive income for the reporting
period attributable to:
a) to the owner of the controlling company 27,284,438 6,418,075
b) non-controlling interest 772,624 1,116,569

The accounting policies and notes are a constituent part of the financial statements and must be read in connection with them.
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1.4 Consolidated statement

of cash flows

inEUR Note 2021 2020
A.CASHFLOWS FROM OPERATING ACTIVITIES
“a)Netprofitorloss T g 00888 | 10,919,467
Pretaxprofitorloss | o] s2ses728| 13,011,097
Corporate income taxandother taxes not included inoperatingexpenses | | seesi00| 2991630
“b)Adjustmentsfor | 56919655 | 37,682,822
Amortisation/depreciaon) | 2328 | 40672443 45,275,997
“Revaluationoperatingrevenues() | | 3omoer| - 2423169
Revaluationoperatingexpenses(® | 23286 | sorasot| 2280752
Finance income, excluding finance income fromoperatingreceivables () | 2328 | . 4770282 2526201
*Finance costs, excluding finance costs fromoperatingliabites /)~~~ | 2329 | 3237935 . 4,836,611
Revenues fromthe acquisition of superficies, property, plantand equip- | | [
ment and investment property -12,479 -41,303
 Actuarial calculation of provisions foremployeebenefis | | 2033289 “4727186
Caloulationofotherprovisions | lpseen| 168,260
Taxexpenses osro2| -3,439,699
‘Reversalofaccruedrevenuesandexpenses | | " sosam| 1,017,369
Revenuesfrommaterialsacquired | [ eoe784| - -344,498
Otheradjustmentstorevenuesandexpenses | [T 425800 359,373
_c)Changesinnetworking capital (andprovisions and deferredtax | | [
assets and liabilities) from balance sheet operating items 36,675,213 -8,383,769
_Openinglessclosingoperatingreceivables | T eosisee7| 1631785
Openinglessclosinginventories | |7 3530854  -5170860
Closinglessopeningoperating liabiltes | | 19648394 |  rasma
Closinglessopeningprovisions [ 961226  -806550
d)Netcashflows fromoperating activities (a+b+c+d+e) | | 122015406 | 40,218,520
'B.CASHFLOWSFROMINVESTINGACTVITES | |
a)Inflows from investingactivities | | 68,337,453 | 5,352,386
Inflows frominterestreceivedandshares in the profitofothers | | 540827 2590009
Inflows from the disposalof property,plantand equipment | 2313 | 232214 2087845
nflows fromdisposal of investmentproperty | 2314 |  18ee789| 584582
nflows fromthe disposalof financialassets | | "s3e05083| 89,950
b)Outflows frominvestingactivities | | .7323250| -34,964,714
Outflowsfortheacquisitionof intangibleassets | 2311 | -zoae0i9| -4,270443
Outflows forthe acquisition of property, plantandequipment | : 2313 | - 69832405 -30357,794
Outflowsforthe acquisition of investmentproperty | 2314 | - 206650  -44160
Outflows for the acquisition of participating interests insubsidiaries | | -143860|  -287100
Outflowsforthe acquisitionof financialassets | | oee| 5217
_c)Netcashflows frominvestingactivites@+b) | [ 4893797 20,612,328
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inEUR Note 2021 2020
C.CASHFLOWS FROM FINANCING ACTIVITIES

_a)Inflows fromfinancingactivities | 252,000,000 349,000,000
Inflows fromthe increaseinfinancialliabiiies | 2ai® | 252000000 349,000,000
b)Disbursements fromfinancingactiviies | | ogszes886| -334,943,383
Outflowsforinterestpaidonleases | 44080 | 575,869
Outflowsforotherinterestpaid | 4788765 2,024,064
Outflows for therepaymentof financialliabilites | 2318 | -2r5721846|  -325693,898
“Outflows for therepaymentofleaseliabilies | 231 | ra 6,245,562
“Outflows for the payment of dividendsandothersharesinprofit | 2ais | o] ‘403990
_c)Netcashflowsfrom financingactivities@+b) | | 33j05886| 14,056,617
'D.Closingbalance of cashandcashequivalents | 23114 | 127103886 - 42,467,907
_x)Netcash flow forthe petiod (sumof A&,BeandCe) | | 84725723 | 24,662,809
+/-Caloulated exchange rate differences fromforeignourrencyassets | | se| 3,013
y)Openingbalance of cashandcashequivalents | 23114 | . a2467007| w08l

The accounting policies and notes are a constituent part of the financial statements and must be read in connection with them.
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1.5 Consolidated statement
of changes in equity

In the period 1 January to 31 December 2021

Retained earnings
Undistributed
Retained retained Equity of the
earnings | earnings from owner of the Non-
Share premium Revenue from previous the financial Translation controlling controlling
in EUR Share capital account Legal reserves reserves Fair value reserves years year | differences company interest Total
Opening balance for the reporting
period 359,529,921 45,002,140 3,778,009 | 46,448,165 -6,720,962 70,367,022 23,987,117 -1,216 | 542,390,196 5,885,227 | 548,275,423
Changes in equity - transactions with
owners
Payment of shares in profit and
dividends
Changes in total comprehensive
income for the reporting period 0 0 0 0 -1,236,924 -31,532 28,554,099 -1,205 27,284,438 772,624 28,057,062
Entry of net profit or loss for the
reporting period 28,554,099 28,554,099 766,439 | 29,320,538
Items that will not be reclassified
subsequently to profit or loss -1,236,924 -31,532 -1,268,456 6,185 -1,262,271
Exchange rate differences -1,205 -1,205 -1,205
Changes in equity 0 (0] 71,567 679,882 0 23,987,117 | -24,738,566 0 (0] 0 (0]
Allocation of remaining portion of
net profit for comparable reporting
period to other equity items 23,987,117 -23,987,117 0
Allocation of a portion of net profit
from the reporting period to other
components of equity 71,567 679,882 -751,449 0
Closing balance for the reporting
period 359,529,921 45,002,140 3,849,576 47,128,047 -7,957,886 | 94,322,607 27,802,650 -2,421| 569,674,634 6,657,851 | 576,332,485
The accounting policies and notes are a constituent part of the financial statements and must be read in connection with them.
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In the period 1 January to 31 December 2020

Retained earnings
Undistributed
Retained retained Equity of the
earnings | earnings from owner of the Non-
Share premium Revenue fromprevious | thefinancial| Translation controlling controlling

in EUR Share capital account Legal reserves reserves Fair value reserves years year | differences company interest Total
Opening balance for the reporting
period 359,529,921 45,002,140 3,778,009 | 46,448,165 -3,540,193 59,241,388 25,513,922 -1,231 535,972,121 5,172,648 541,144,769
Changes in equity - transactions with
owners (0] (0] (0] (0] o 0 o o (0] -403,990 -403,990

Payment of shares in profit and

dividends -403,990 -403,990
Changes in total comprehensive
income for the reporting period 0 0 0 0 -3,180,769 -174,933 9,773,762 15 6,418,075 1,116,569 7,534,644

Entry of net profit or loss for the

reporting period 9,773,762 9,773,762 1,145,705 10,919,467

Items that will not be reclassified

subsequently to profit or loss -3,180,769 -174,933 -3,355,702 -29,136 -3,384,838

Exchange rate differences 15 15 15
Changes in equity (0] (0] 0 (0] (0] 11,300,567 -11,300,567 (0] (0] (0] (0]

Allocation of remaining portion of

net profit for comparable reporting

period to other equity items 25,513,922 -25,513,922 (0] 0

Allocation of a portion of net profit

from the reporting period to other

components of equity -14,213,355 14,213,355 0 0
Closing balance for the reporting
period 359,529,921 45,002,140 3,778,009 | 46,448,165 -6,720,962 70,367,022 23,987,117 -1,216 | 542,390,196 5,885,227 | 548,275,423

The accounting policies and notes are a constituent part of the financial statements and must be read in connection with them.
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2. NOTES TO THE FINANCIAL

STATEMENTS

Slovenske zeleznice, d. 0. 0., is the controlling
company of the Slovenske zeleznice Group. Its
registered office is located at Kolodvorska 11in
Ljubljana. The consolidated financial statements
for the period ending 31 December 2021 relate to
the Slovenske Zeleznice Group, which comprises
the controlling company and its subsidiaries.

The consolidated financial statements of the
Slovenske zeleznice Group for the year ending
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31December 2021 are presented below. The
consolidated financial statements include
Slovenske zeleznice, d. 0. 0., and its subsidiaries,
and the Slovenske Zeleznice Group’s participating
interests in associates (hereinafter: the Group).

A detailed overview of the composition of the
Slovenske zeleznice Group is presentedin

the section Governance of subsidiaries in the
business report.

2.1 Basis for compiling the

financial statements

Statement of compliance

The financial statements have been compiled

in accordance with the International Financial
Reporting Standards (IFRS) adopted by the
International Accounting Standards Board (IASB)
and the interpretations of the International Financial
Reporting Interpretations Committee (IFRIC) as
adopted by the EU, and in accordance with the
Companies Act (ZGD).

In terms of consolidating EU standards, there were
no differences in Slovenske zeleznice,d.0.0.s
accounting policies on the statement of financial
position date between the IFRS as applied and the
IFRS as adopted by the European Union.

The Management Board of Slovenske zeleznice,
d. 0. 0., approved the financial statements on
26 May 2022.

Basis of measurement

The financial statements have been compiled on
an historical cost basis.

Functional and reporting currency

The financial statements have been compiledin
euros (EUR) without cents, the euro being the
company’s functional and reporting currency.
Minor differences may arise in the sums of figures
in tables due to the rounding of values.

Use of estimates and judgements

The compilation of the financial statements is

also based on certain estimates and assumptions
made by the company’s Management Board that
affect the carrying amount of assets and liabilities,
as well as the revenues and expenses disclosed
during the accounting period. Those estimates
include, inter alia, the determination of the useful
lives and residual value of property, plant and
equipment, intangible assets and assets under
lease, adjustments to the value of inventories

and receivables, assumptions required for the
actuarial calculation in connection with defined
employee benefits, assumptions included in the
calculation of potential provisions for lawsuits,
assumptions regarding future taxable profit for
the calculation of deferred taxes, assumptions
regarding the future operations of subsidiaries and
associates, and assumptions used to determine
the potential impairment of other financial assets.
Despite the fact that the company’s Management
Board carefully considers all factors that affect the
drafting of assumptions during that process itself,
the actual consequences of events may vary from
estimates. Judgement must therefore be used in
accounting estimates, and potential changesin
the business environment, new business events,
additional information and past experiences taken
into account. The most significant change in the
business environment in 2021 was the result

of the continued COVID-19 epidemic, which

the Slovenske zeleznice Group and Slovenske
zeleznice, d. 0. 0., handled appropriately.
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Presented below are the main estimates and
assumptions as at the statement of financial
position date that are linked to future operations,
including the continuation of the COVID-19
epidemicin 2022. Information regarding
significant assessments of uncertainty and
critical judgements drawn up by the company’s
Management Board according to valid accounting
policies that have the greatest effect on the
amounts in the financial statements are described
in the notes that follow. Other disclosures and
details are presented in the accounting policies.

® Testing of assets for impairment

Information regarding significant assessments of
uncertainty and critical judgements drawn up by
the Group and/or Company in the application of
accounting policies that have the greatest effect
on the amounts in the financial statements were
used in the assessment of values of:

= investment property (note 2.3.1.4);

- goodwill (note 2.3.1.1.);

= investments in subsidiaries (note 6.6.1.5);

= non-current financial assets (note 2.3.1.5); and

= other current operating receivables
(note 2.3.1.13).

® Post-employment benefits

The present value of retirement benefits is
recorded in commitments for post-employment
benefits. Those benefits are recognised on

the basis of an actuarial calculation which

is approved by the management board of

the controlling company, which is based on
assumptions and estimates valid at the time

of the calculation. Those assumptions and
estimates may vary from actual assumptionsin
the future due to changes. The aforementioned
changes relate primarily to the definition of the
discount rate, estimates of employee turnover
and mortality rates, and estimates of wage
growth. Commitments for post-employment
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benefits are sensitive to changes in those
estimates due to the complexity of the actuarial
calculation and the long-term nature of this item
(note 2.3.1.16).

Provisions for lawsuits and
contingent liabilities

Provisions are recognised if, as aresult of a

past event, the company has a present legal or
constructive obligation that can be estimated
reliably, and it is probable that an outflow of
resources embodying economic benefits will

be required to settle the obligation. Contingent
liabilities are not disclosed in the financial
statements, as their actual existence will be
confirmed by the occurrence or non-occurrence
of events in the unforeseeable future, over which
the company has no influence. The Management
Board of the parent company regularly verifies
whether an outflow of resources embodying
economic benefits is probable to settle a
contingent liability. If this becomes probable,

the contingent liability is reclassified, such that
the associated provisions are created in the
financial statements at the moment the level of
probability changes (note 2.3.1.21).

Deferred tax assets

Deferred tax assets are recognised in
connection with the creation of provisions

for jubilee benefits and retirement benefits,
provisions for guarantees issued, tax losses and
unused tax allowances for investments. Deferred
tax assets are recognised to the extent that it

is probable that future taxable profits will be
available against which the deferred tax assets
can be utilised (note 2.3.1.8).

2.2 Significant accounting policies

Significant accounting policies

The Slovenske Zeleznice Group applied the same
accounting policies in all the periods presented in
the enclosed consolidated financial statements.
Slovenske zeleznice Group companies apply
standard accounting policies.

The Slovenske Zeleznice Group comprises
the following companies:

® Slovenske zeleznice, d. 0. 0.
(controlling company),

® SZ-Potniski promet, d. 0. 0.
(100% owned by the controlling company),

e SZ-Infrastruktura, d. 0. 0.
(100% owned by the controlling company),

® SZ-Vlekaintehnika, d.o.o0.
(100% owned by the controlling company),

® Prometniinstitut Ljubljana,d.o.o.
(100% owned by the controlling company),

e SZ-ZIP,storitve, d. 0. 0.
(100% owned by the controlling company),

e SZEP Logistikad.o.o0.
(100% owned by the controlling company),

e SZ-Zeleznisko gradbeno podijetje Ljubljana, d. d.

(79.82% owned by the controlling company),

e SZ-Zeleznidka tiskarna Ljubliana, d. d.
(64.28% owned by the controlling company),

e SZ-Tovorni promet, d. 0. 0.
(100% owned by SZ EP Logistika, d. 0.0.),

® Fersped,d.o.o.
(100% owned by SZ EP Logistika, d. 0. 0.),

® VV-LOG,d.o.0.(2/3 owned by Fersped, d. 0. 0.
and 1/3 owned by the company itself),

® Kamnolom Verd, d. 0. 0. (100% owned by
SZ-Zeleznisko gradbeno podjetie
Ljubljana, d. d.),

e S7-/GP,d. 0. 0., Podgorica, Montenegro
(100% owned by SZ-Zeleznisko gradbeno
podjetje Ljubljana, d. d.),

® SZ-ZIP,d.0.0.,Savudrija, Croatia
(100% owned by SZ-ZIP, storitve, d. 0. 0.), and

e S|-Cargo Logistics, d. 0. 0., Belgrade, Serbia
(100% owned by SZ-Tovorni promet, d. 0. 0.)

The voting rights connected with all of the
aforementioned companies are equal to the
participating interests in their capital.

Fercargo, d. 0. 0., Sarajevo (Bosnia and

Herzegovina), which is 70% owned by Fersped,
d.o.o0.,is excluded from consolidation due to alack
of control.

The accounting policies relate to both the

Slovenske zeleznice Group and Slovenske
zeleznice, d. 0. 0.,and are only presented in the first
part of the financial report.
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New standards and amendments to existing standards

Presented below are the standards issued by the
International Accounting Standards Board (IASB)
and adopted by the EU that had not yet entered into
force on the day these financial statements were
approved. The possibility of the early application

of a specific standard was not taken into account
by the Slovenske zeleznice Group and Slovenske
Zeleznice, d. 0. 0.

Standard/interpretation Effective from Effect on the financial statements
Amendments to IAS 16 Property, Plant and

Equipment 1January 2022 No material effect
Amendments to IAS 37 Provisions, Contingent

Liabilities and Contingent Assets 1January 2022 Being studied
Amendments to IFRS 3 Business Combinations 1January 2022 Being studied
IFRS 17 Insurance Contracts 1January 2023 No material effect
Amendments to various standards - annual

Improvements to the IFRS 2018-2020 Cycle 1January 2022 No material effect

Amendments to IAS 16 Property,
Plant and Equipment

The amendments to the standard prohibit the
deduction of proceeds from the sale of items
produced from the costs of the purchase of
property, plant and equipment while preparing
items of property, plant and equipment for their
intended use. The amendments are effective for
annual periods beginning on or after 1 January
2022. Early application of the amendment to the
standard is permitted. The Slovenske zeleznice
Group and Slovenske zZeleznice, d. 0. 0., do not
expect amendments to the standard to have a
material impact on their financial statements.

Amendments to IAS 37 Provisions, Contingent
Liabilities and Contingent Assets

The amendments relate the determination of the
costs that are taken into account when defining
the costs of the fulfilment of a contract when
determining whether a contractis onerous. The
amendments are effective for annual periods
beginning on or after 1 January 2022. Early
application of the amendment to the standard is
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permitted. The Slovenske zeleznice Group and
Slovenske zZeleznice, d. 0. 0., are still examining
whether the amendments to the standard will have
a material impact on their financial statements.

Amendments to IFRS 3 Business Combinations

The amendments eliminate uncertainty when
determining whether a transaction involves the
acquisition of a business or group of assets. The
amendments are effective for annual periods
beginning on or after 1 January 2022. Early
application of the amendment to the standard is
permitted. The Slovenske zeleznice Group and
Slovenske zeleznice, d. 0. 0., are still examining
whether the amendments to the standard will have
a material impact on their financial statements.

IFRS 17 Insurance Contracts

The new standard requires insurance liabilities
to be measured at a current fulfilment value and
provides a more uniform measurement and
presentation method for all insurance contracts.
The purpose of these requirements is to ensure

consistent and principle-based accounting

of insurance contracts. IFRS 17 replaces

IFRS 4 Insurance Contracts and associated
interpretations. The Slovenske Zeleznice Group
and Slovenske Zeleznice, d. 0. 0., do not expect said
amendments to the standard to have a material
impact on their financial statements.

Amendments to various standards - annual
Improvements to the IFRS 2018-2020 Cycle

Amendments proceeding from the project of
annual improvements to the IFRS (IFRS 1,IFRS 9,

IFRS 16 and IFRS 41), primarily to eliminate
discrepancies and to provide interpretations.

The amendments to IFRS 1, IFRS 9 and IFRS 41
apply to annual periods beginning on or after
1January 2022. Amendments to IFRS 16 are cited
only for illustrative purposes and therefore no
effective date is given. The Slovenske Zeleznice
Group and Slovenske zZeleznice, d. 0. 0., do not
expect amendments to the standards to have a
material impact on their financial statements.

New standards and amendments to existing standards issued by the IASB

but not yet adopted by the EU

Standard/interpretation

Effective from Effect on the financial statements

Amendments to IAS 1 Presentation of Financial
Statements

Amendments to IAS 8 Accounting Policies,
Changes in Accounting Estimates and Errors

Amendments to IFRS 10 Consolidated Financial
Statements and IAS 28 Investments in Associates
and Joint Ventures

1January 2023 Being studied
1January 2023 Being studied
1January 2023 Being studied
1January 2023 No material effect

Being studied

Amendments to IAS 1 Presentation
of Financial Statements

The amendments to the standard are intended to
provide assistance in deciding whether debt and
other liabilities with an uncertain settlement date
should be classified as current or non-current
liabilities in the statement of financial position, and
thus ensure greater consistency in compliance
with requirements. The amendments affect

the presentation of liabilities in the statement

of financial position, but do not change existing
requirements in connection with the measurement
or timing of the recognition of assets, liabilities,
revenues or expenses, or the information that

is disclosed in those items. The amendments

to the standard also clarify requirements in
connection with the classification of debt that a
company could settle through the issue of equity
instruments. Early application of the amendment
to the standard is permitted. The European Union
has not yet approved the amendments to the
standard. The Slovenske zeleznice Group and
Slovenske zeleznice, d. 0. 0., are still examining
whether the amendments to the standard will have
amaterialimpact on their financial statements.
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Amendments to IAS 8 Accounting Policies,
Changes in Accounting Estimates and Errors

The amendments focus on accounting
estimates and provide guidance on
how to distinguish between accounting
policies and accounting estimates.

Amendments to IAS 12 Income Taxes

Deferred tax related to assets and liabilities

arising from a single transaction; according to
amendments, the initial recognition exemption
does not apply to transactions in which equal
amounts of deductible and taxable temporary
differences arise on initial recognition, giving rise to
equal amounts of deferred tax assets and liabilities.

Amendments to IFRS 17 Insurance Contracts

It involves comparative information of applying

the transition requirements of IFRS 17 uponinitial
application of IFRS 17 and IFRS 9. The Slovenske
zeleznice Group and Slovenske zeleznice, d. 0. 0.,
do not expect amendments to the standard to have
a materialimpact on their financial statements.
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Amendments to IFRS 10 Consolidated
Financial Statements and IAS 28 Investments
in Associates and Joint Ventures

The amendments address discrepancies between
the requirements of IFRS 10 and IAS 28 in the
treatment of sales or contributions of assets
between an investor and its associate and their joint
venture. The most important consequence of the
amendments is that a company must recognise the
fullamount of gains or losses when a transaction
includes a business (regardless of whether

the business is housed in a subsidiary or not).

The International Accounting Standards Board
deferred the effective date of the amendments to
the aforementioned standards indefinitely while it
waits for the results of the research project on the
accounting of assets under the equity method.

Entry into force of the latest amendments to existing standards
that apply during the current accounting period

Standard/interpretation

Effective from | Effect on the financial statements

Amendments to IFRS 9, 1AS 39,
IFRS7,IFRS 4 and IFRS 16

Amendments to IFRS 16

1January 2021 No material effect

1January 2020 No material effect

Amendments to IFRS 9, IAS 39,
IFRS 7,IFRS 4 and IFRS 16

As part of the final phase of the response to the
effects of the interbank offered rate reform on
corporate financial reporting, the International
Accounting Standards Board has published
amendments to IFRS 9,IAS 39, IFRS 7,IFRS 4
and IFRS 16. The amendments address matters
that could affect financial reporting in the period
prior to the replacement of an existing interest rate
benchmark with an alternative interest rate, and
the implications for specific hedge accounting
requirements set outin IFRS 9,1AS 39 and IFRS
7, where the company must take into account the
results of an analysis of future operations. The
company may apply a temporary exemption for
recognising all hedges on which the interbank
offered rate reform could have a direct effect,

and may continue with the recognition of hedge
accounting during the period of uncertainty prior
to the replacement of an existing interest rate
benchmark with an alternative, nearly risk-free
interest rate. The amendments to IFRS 7 Financial
Instruments relate to additional disclosures
regarding uncertainty arising from the interest
rate benchmark reform. The introduction of the
amendments to IFRS 9, IAS 39, IFRS 4 and IFRS
16 did not have a material impact on the financial
statements of the Slovenske zeleznice Group and
Slovenske zeleznice, d. 0. 0.

Amendments to IFRS 16 Leases

Rent concessions in connection with COVID-19
allow lessees to waive the application of the
requirements of IFRS 16 in the calculation of lease
modifications that are the result of the COVID-19
pandemic, but to apply a practical expedient
whereby every lease modification that is the
direct consequence of the COVID-19 pandemic is
accounted for in the same way as other changes
that are not lease modifications under IFRS 16,
provided that the following conditions are met:

® achangeinlease payments results inachange
in consideration for a lease that is equal to or less
than the consideration defined immediately prior
to that change;

® cachreductioninlease payments only affects
payments that according to the original
agreement fall due for payment on or before
30 June 2021;and

® all other conditions of the lease remain
largely unchanged.

The introduction of the amendments to IFRS 16
did not have a material impact on the financial
statements of the Slovenske zeleznice Group and
Slovenske zeleznice, d. 0. 0.
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Individual accounting policies

a) Basis for consolidation

The consolidated financial statements of the
Slovenske zeleznice Group include the financial
statements of the controlling company Slovenske
zeleznice, d. 0. 0., and its subsidiaries. The

financial statements of Slovenske zeleznice Group
companies are compiled for the same reporting
period as the controlling company and applying the
same accounting policies. The COVID-19 epidemic
had no impact on the accounting policies of the
Slovenske zeleznice Group in 2021.

Business combinations

Business combinations are accounted for
according to the acquisition method on the day

of the acquisition or when the acquiring company
obtains control. Identifiable assets acquired and
liabilities assumed are measured at fair value on the
acquisition date.

The Slovenske zZeleznice Group recognises
goodwill as an asset that represents future
economic benefits deriving from assets acquired
in a business combination that are not defined
individually and recognised separately.

Following initial recognition, the Group verifies
once a year whether factors exist that could have a
negative impact on the future cash flows of a cash-
generating unit obtained in a business combination.
Areductionin the value of a cash-generating

unit is recognised in the financial statements

as the impairment of goodwill or the assets of a
cash generating unit, and is charged to current
operating results.

Subsidiaries

A subsidiary is alegally independent company that
is directly or indirectly controlled by Slovenske
zeleznice, d. 0. 0.
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The company exercises control over another
company when:

® it holds the majority of voting rights in the
other company;

® it has the right to appoint and recall the majority
of members of the Management Board or
Supervisory Board of the other, and is also
a partner of that company;

® it has the right to a controlling influence over
the other company based on an enterprise
agreement or other legal basis;

® jtisapartner of the other company, and it
controls the majority of voting rights based on
an agreement with the other partners of that
company; and

® it has a controlling influence over the company,
i.e.it actually performs the management of that
company, or the management of that company
is subordinate to it.

The financial statements of subsidiaries are
included in the consolidated financial statements
of the Slovenske Zeleznice Group from the date
that control is assumed until the date that it ceases.
The accounting policies of subsidiaries have

been harmonised with those of the Slovenske
zeleznice Group.

When the Slovenske zeleznice Group loses control
over a subsidiary:

® the assets and liabilities of the former
subsidiary, non-controlling interests, and other
components of equity relating to that subsidiary
are derecognised;

® any gain or loss in connection with the loss of
control that can be attributed to the former
controlling interest is recognised; and

® any interest retained by the Slovenske zeleznice
Group in a former subsidiary is disclosed in other
financial assets.

Slovenske zeleznice, d. 0. 0., accounts for
investments in subsidiaries inits financial
statements at historical cost. Slovenske zeleznice,
d.o. 0., recognises revenues from financial assets
in the amount it receives from the distribution of a
subsidiary’s profits that accumulated following the
date of acquisition of a particular financial asset.

The controlling company takes into account the
following signs when assessing whether there is
any indication that an asset (i.e. investmentina
subsidiary) is impaired:

from external sources:

® significant changesin the technological, market,
economic or legal environment;

® inaperiod of rising interest rates, the impact of
that rise on the discount rate;

® the carrying amount of assets is higher than their
market capitalisation;

from internal sources:

® the commercial success of an investment is
lower than expected;

® the carrying amount of an investmentin the
separate financial statements exceeds the
value of the net assets of the company in which
that investment was made in the consolidated
financial statements, including the associated
goodwill; and

® actual net cash flows or operating results that
flow from aninvestment are significantly lower
than planned.

The value of an investment in a subsidiary is
assessed using the income-based approach,
which requires the identification of returns that are
discounted to their present value.

Pursuant to the provisions of Article 533 of
the Companies Act, control agreements have
been concluded with the following subsidiaries:

SZ-Potniski promet, d. 0. 0., SZ-Infrastruktura,
d.o.0.,SZ-Prometniinstitut, d. 0. 0., SZ-Vlekain
tehnika, d. 0. 0., and SZ-ZIP, storitve, d. 0. 0. Control
agreement with SZ-Tovorni promet, d. 0. 0., and
Fersped, d. 0. 0., ceased to be effective on 31
December 2021, as Slovenske Zeleznice, d. 0. 0.,
increased the capital of SZ EP Logistikad. 0. 0.,
in December 2021 with a non-cash contribution
- aninvestment in SZ-Tovorni promet, d. 0. 0., and
in Fersped, d. 0. 0. Pursuant to Article 542 of the
Companies Act, the controlling company must
settle the annual losses of a subsidiary for the
duration of a control agreement, if such losses
are not covered by other revenue reserves to
which profit was allocated for the duration of an
agreement. The controlling company did not
cover the losses of subsidiaries in 2021, as these
operated at a profit.

Investments in associates

Associates are companies over which the Group
exercises significant influence, but does not control
their financial and business policies. Investments
in associates are initially recognised at historical
costin the individual financial statements. In

the consolidated financial statements, those
investments are accounted for according to

the equity method. The consolidated financial
statements of the Slovenske zeleznice Group
include the latter’s share of the profits and losses
of associates calculated according to the equity
method. If the Slovenske Zeleznice Group’s share
in the loss of an associate exceeds its investment
in the capital of that company, the carrying amount
of the Group’s interest is reduced to zero, while its
share in future losses is no longer recognised.

If the historical cost of aninvestmentinan
associate exceeds the fair value of the assets
and liabilities recognised on the acquisition date,
that amount is recognised as goodwill, such that
historical cost and goodwill comprise the total
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value of the investment in the associate. If the fair
value of recognised assets and liabilities is less
than the value of the investment, that difference is
recognised in profit or loss on the acquisition date.

Transactions excluded from the consolidated
financial statements

Internal assets and liabilities, equity, revenues,
expenses and cash flows in connection with
transactions between Group companies are
excluded in full when compiling the consolidated
financial statements. Gains and losses from internal
transactions within the Slovenske zeleznice Group
are excluded in full, and recognised in assets, such
as inventories and fixed assets. Unrealised gains
from transactions with associates (accounted for
according to the equity method) are only eliminated
to the extent of the Slovenske Zeleznice Group’s
interest in an associate. Unrealised losses are
excluded in the same manner as gains.

b) Conversion of foreign currencies
Transactions in foreign currencies

Transactions denominated in a foreign currency
are translated into the functional currency of the
Slovenske zeleznice Group (i.e. the euro) at the
applicable exchange rate on the transaction date.
Monetary assets and liabilities denominated in a
foreign currency at the end of the reporting period
are translated into the functional currency at the
applicable exchange rate at that time. Positive

and negative exchange rate differences comprise
differences between amortised cost denominated
in the functional currency at the beginning of the
period, adjusted for effective interest and payments
made during the period, and amortised costin a
foreign currency translated at the exchange rate
applicable at the end of the period. Non-monetary
assets and liabilities denominated in a foreign
currency and measured at fair value are translated
into the functional currency at the exchange rate
applicable on the day on which the fair value was
determined. Non-monetary items denominated in
aforeign currency and measured at historical cost
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are translated into the functional currency at the
exchange rate on the transaction date. Exchange
rate differences are recognised in the statement of
profit or loss.

Financial statements of Slovenske zeleznice
Group companies

The consolidated financial statements of the
Slovenske zeleznice Group are compiled in euros.
The items from the financial statements of each
Slovenske zeleznice Group company included

in the financial statements are translated to the
functional currency in the following manner for the
needs of the consolidated financial statements:

® assets and liabilities in each presented statement
of financial position (including goodwill) are
translated at the ECB’s exchange rate on the
reporting date; and

® revenues and expenses of foreign companies
are translated into euros at the exchange rate
applicable on the transaction date.

Exchange rate differences are recognised in
other comprehensive income and disclosed in
the item ‘exchange rate differences’ within equity.
The proportionate amount of exchange rate
differences is allocated to the non-controlling
interest for subsidiaries that are not under full
ownership. If a foreign subsidiary is disposed of
in such a way that control no longer exists, the
relevant amount accumulated in the translation
reserve is reallocated to profit or loss as a gain or
loss from disposal.

Intangible assets

Intangible assets are non-monetary assets that
typically do not exist in physical form. They include
intangible assets with finite useful lives, which are
disclosed at historical cost less amortisation and
any impairment loss, and intangible assets with
indeterminable useful lives, which are disclosed at
historical cost less any impairment loss.

Intangible assets comprise non-current deferred
development costs, investments in industrial
property rights (concessions, patents, licences,
trademarks, etc.), and other rights and investments
in the goodwill of acquired companies.

Intangible assets are recognised in the books of
account and statement of financial position if it is
probable that the economic benefits embodied
within them will flow to the company and their
historical cost can be measured reliably. Intangible
assets are derecognised and deleted from the
books of account and the statement of financial
position upon disposal or whenever no economic
benefits whatsoever are expected from their use
and subsequent disposal. The carrying amount of
anintangible asset is reduced by amortisation over
the useful life of the asset. The company uses the
straight-line method of amortisation.

Intangible assets are disclosed in the books of
account as a separate historical cost or revalued
historical cost, a separate value adjustment

as the cumulative write-down resulting from
amortisation, and a separate impairment loss; they
are disclosed in the statement of financial position
at their carrying amount, which is the difference
between historical cost and value adjustments,
and accumulated impairment losses. Intangible
assets are valued using the historical cost model.

Intangible assets must be revalued for reasons

of impairment if their carrying amount exceeds
their recoverable amount. The recoverable amount
is the greater of fair value less selling costs,
orvaluein use.

If the recoverable amount of anintangible asset is
lower than its carrying amount, the asset’s carrying
amount is reduced to its recoverable amount. Such
areductionis deemed an impairment loss.

The company takes into account external and
internal sources of information when assessing
whether there are any indications that an asset

is impaired. Significant indications that an asset
could be impaired include losses disclosed by the
company over the last three years and business
plans that do not indicate a significant improvement

in operations in future years. Normalised earnings
are used as a criterion.

Upon the goodwill test on 31 December 2021, the
recoverable amount of the equity investment was
determined based on the calculated present value
of expected free cash flows according to financial
plans. The discount rate applied to projections
was 8.8%, and the long-term growth in net cash
flows after the period of projection (after 2024) was
2.0%.All assumptions applied in the calculation of
net cash flows are based on the company’s past
operations and reasonable expectations regarding
operations in the future. The only goodwill within
the Slovenske zeleznice Group is disclosed by
Fersped, d.o.0.,and VV-LOG, d. 0. 0. Goodwill was
tested with the help of a certified business valuer.

Property, plant and equipment

The company’s property, plant and equipment
comprises land and buildings, equipment, and
other items of property, plant and equipment and
small inventory with a useful life exceeding one
year. Property, plant and equipment includes

small inventory with a useful life exceeding one
year, where a specific historical cost according

to a supplier calculation does not exceed

EUR 500. Otherwise, items of small inventory

are classified as material. New purchases of
property, plant and equipment are classified to
small inventory and equipment in accordance

with the initial classification of the same types of
assets, notwithstanding the value of EUR 500.
Replacement parts used for investments in items of
property, plant and equipment are accounted for as
inventories of material.

Iltems of property, plant and equipment are
disclosed in the books of account as a separate
original cost or revalued original cost, and

a separate adjustment to value, where the
adjustment to value represents the cumulative
write-down resulting from depreciation. They are
disclosed in the statement of financial position at
their carrying amount (book value), which is equal
to historical cost less the accumulated write-down.

187



ltems of property, plant and equipment that meet
conditions for recognition are initially recognised
according to the historical cost model.

The historical cost of an item of property, plant

and equipment comprises the purchase price

plus import duties and other non-refundable
purchase taxes, and other costs required to make
the asset fit for use. Trade and other discounts are
subtracted from the purchase price. Historical cost
also includes interest expenses and other costs
arising from loans for assets that are acquired over
a period of six months or more and for which the
expected historical cost accounts for more than 1%
of the carrying amount of all items of property, plant
and equipment, but only until the item of property,
plant and equipment is fit for use. Historical cost is
increased by the costs of the associated specific-
purpose loan; in other cases, borrowing costs are
capitalised applying the average interest rate for
bank loans.

Estimated costs of decommissioning, disposal and
returning a site to its original state do not generally
increase the historical cost of items of property,

Amortisation/depreciation and revaluation

The straight-line depreciation method is used.
Amortisation and depreciation are calculated
separately, and are only calculated collectively for
small inventory of the same type or similar purpose.
The depreciation of items of property, plant and
equipment under finance leasing s in line with the
depreciation of similar items of property, plant and
equipment owned by the company or taking into
account the lease term, if the latter is shorter.

plant and equipment at the time of acquisition,
provided that such costs are immaterial (i.e. they
do not exceed 10% of the item’s historical cost) or
if in the majority of cases those costs are covered
by the sale of waste material at the time of anitem’s
disposal. The historical cost of anitem of property,
plant and equipment constructed or manufactured
by the company comprises the costs that arose
during the construction or manufacture of that
asset, and the indirect costs of construction or
manufacture that can be attributed to the asset.
When new items of property, plant and equipment
(rolling stock and buildings) are purchased, their
historical cost is broken down into parts, provided
that those parts have different useful lives and/or
patterns of usage that are material with respect to
the total historical cost of the item of property, plant
and equipment in question. Each part of anitem

of property, plant and equipment is then treated
separately. Planned periodic costs associated with
regular inspections and repairs of rolling stock

are treated as parts of the associated items of
property, plant and equipment.

Amortisation and depreciation rates applied in 2021and 2020

Lowest Highest
1. Buildings 1.00% 20.00%
2 Productionequipment | 0% 100.00%
3.Computerequipment | woo%| 100.00%
4Motorvehicles | 000%| 100.00%
5.0therequipment | 200%|  2500%
6.ntangbleassets | s00%| 33.00%
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The amortisation and depreciation rates used in
2021 were unchanged relative to the previous year.
The revaluation of an item of property, plant and
equipment entails a change inits carrying amount
as the result of impairment.

Iltems of property, plant and equipment must be
revalued for reasons of impairment if their carrying
amount exceeds their recoverable amount. The
recoverable amount is the greater of fair value less
selling costs, or value in use.

If the recoverable amount of an item of property,
plant and equipment is lower thanits carrying
amount, the asset’s carrying amount is reduced
toits recoverable amount. Such areductionis
deemed animpairment loss.

The company takes into account external and
internal sources of information when assessing
whether there are any indications that an asset

is impaired. Significant indications that an asset
could be impaired include losses disclosed by the
company over the last three years and business
plans that do not indicate a significant improvement
in operations in future years. Normalised earnings
are used as a criterion.

Leases

The Slovenske Zeleznice Group and Slovenske
zeleznice, d. 0. 0., have various commercial real
estate (land, business premises and buildings),
equipment and cars under lease. Lease terms

are the subject of individual negotiations and vary
depending on the term and type of lease. When
entering into a contract, the Slovenske zeleznice
Group and Slovenske zeleznice, d. 0. 0., assess
whether it is a lease agreement or whether it
contains alease. A contract contains a lease if it
conveys the right to control of an identified asset
for a period of time (typically longer than one year)
in exchange for consideration. The Slovenske
zeleznice Group and Slovenske zeleznice, d. 0. 0.,
define the lease term based on the period in
which alease cannot be terminated, taking into
account the period covered by an extension option
and the period covered by a termination option.

The Slovenske Zeleznice Group and Slovenske
zeleznice, d. 0. 0., assess the likelihood of the
exercise of the aforementioned options.

The lease term depends on the type of asset and
varies as follows:

® forland:up to 45 years;

® for business premises and buildings: up to
15 years;

for rolling stock: up to 20 years;

for other equipment: up to 30 years; and
® forvehicles: up to 10 years.

The Slovenske Zeleznice Group and Slovenske
zeleznice, d. 0. 0., use a standard approach for
recognising and measuring all leases, except short-
term leases and low-value leases (value of the new
asset is less than EUR 5,000), which are disclosed
as a cost in the period to which the lease relates.

The Slovenske zeleznice Group and Slovenske
zeleznice, d. 0. 0., recognise aright-of-use asset
at the inception of a lease. Right-of-use assets in
connection with leases are measured at historical
cost less value adjustments and impairment
losses, with an adjustment to historical cost at
each remeasurement of lease liabilities. The
historical cost of right-of-use assets in connection
with leases comprises the amount of the initially
measured lease liability, initial direct costs and
lease payments that were made at or prior to the
commencement of a lease, less lease incentives.

The depreciation rates for right-of-use assetsin
connection with leases are as follows:

® |and: 2.00% to 50.00%

® buildings: 6.00% to 100.00%

® rolling stock: 5.00% to 100.00%

e other equipment: 3.00% to 50.00%
® vehicles: 10.00% to 50.00%

If, at the conclusion of a lease, ownership of

the leased asset is transferred to a Slovenske
zeleznice Group company or a Slovenske Zeleznice
Group company exercise the purchase option,
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depreciationis calculated based on the assessed
useful life of the asset.

Liabilities for leased assets are recognised at the
present value of remaining lease payments over the
entire lease, which is calculated as the discounted
value of lease payments that the Slovenske
zeleznice Group and Slovenske zeleznice, d. 0. 0.,
will pay over the lease term in accordance with

the lease agreement. Lease payments comprise
fixed lease payments less all receivables for lease
incentives, and variable lease payments. Lease
payments also include the exercise price for the
purchase optionifitis probable that the Slovenske
zeleznice Group and Slovenske Zeleznice, d. 0. 0.,
will exercise that option, as well as the payment

of a penalty for the termination of a lease if it is
probable that the Slovenske Zeleznice Group

and Slovenske zeleznice, d. 0. 0., will exercise the
termination option.

In calculating the present value of lease payments,
the Slovenske zeleznice Group and Slovenske
zeleznice, d. 0. 0., apply the incremental borrowing
rate on the day alease commences, as the interest
rate cannot be determined in alease agreement.
After the commencement of alease, the amount

of lease liabilities is increased for accrued interest
and reduced for all executed lease payments. The
carrying amount of lease liabilities is remeasured in
the event of an adjustment or change to the lease
term, a change in lease payments as the result of a
change in the index or rate used to determine those
payments, or a change in the assessment of the
purchase option.

At the commencement of a lease, lease liabilities
are equal to the value of the associated right-of-use
asset and is reduced for payments, while the value
of the right-of-use asset is reduced by depreciation
charged over the lease term. Depreciation rates
are set taking into account the lease term. Interest
incurred is charged to finance costs in the period

in question.
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Investment property

Investment property is property purchased to
generate rental income and/or increase the value
of non-current investments. Investment property

is initially recognised at historical cost, comprising
the purchase price and associated purchase costs.

If property is used in part for leasing and in part

for production or office purposes, those two parts
are only treated separately if they can also be sold
separately. Property is classified to investment
property or property, plant and equipment, taking
into account the proportionate use of the property
for a specific purpose (calculated based on
surface area). If the proportionate use of property
for leasing purposes exceeds 90%, the property

is disclosed in full as investment property. If the
proportionate use of property for leasing purposes
is less than 10%, the property is disclosed in full

as property, plant and equipment. In other cases,
property is classified in part as investment property
and in part as property, plant and equipment, with
respect to proportionate use.

If the company, as owner of the property, also
provides the lessee ancillary services and those
services represent an immaterial element of the
entire associated agreement (less than 20% of
total revenues under the entire agreement), such
property is deemed investment property. When
ancillary services account for more than 20% of
total revenues from the associated agreement,
the property in questionis treated as an item of
property, plant and equipment.

Investment property is measured using the
historical cost model. Investment property must be
revalued for reasons of impairment if its carrying
amount exceeds its recoverable amount. The
recoverable amount is the greater of fair value less
selling costs, or value in use.

The Slovenske zeleznice Group and Slovenske
zeleznice, d. 0. 0., determine fair value for material
items of investment property in a cycle ranging
from three to five years for the purpose of
disclosing its fair value with the help of certified
real estate valuers. Investment property within
the Slovenske zeleznice Group and at Slovenske

zeleznice, d. 0. 0., is deemed material when the
value of that investment property exceeds
EUR 100 thousand.

The straight-line method of depreciation is used
for investment property, items of which are
depreciated individually. The same depreciation
rates used for property, plant and equipment are
used for that purpose.

Inventories

Inventories comprise stocks of raw materials,
materials, replacement parts, small inventory with

a useful life of less than one year, work in progress,
and inventories of finished goods and merchandise.

Replacement parts that are used for the
maintenance of property, plant and equipment
and replacement parts that are used for additional
investments in property, plant and equipment are
accounted for as inventories of material.

Inventories of materials and merchandise of all
types are valued at historical cost, which comprises
the purchase price, import duties and other non-
refundable purchase taxes, and the direct costs

of procurement.

The moving average price method is used to
disclose the use of inventories of materials,
replacement parts and small inventory.

The work-in-progress and finished products
inventory is valued using the production cost
method. Production costs include: direct material
costs, direct costs of outsourced services, direct
labour costs and general production costs.

The revaluation of inventories entails a change
in their carrying amount, and is performed at the
end of the financial year. Inventories are valued
at the lower of historical cost and net realisable
value. Inventories are only revalued for reasons
of impairment.

Inventories that have not changed for several
accounting periods are revalued on the statement
of financial position date for up to 92 percent of the
maximum value, taking into account their age.

Receivables

Receivables comprise rights arising from property
and other relationships that entitle their holder

to demand the payment of a debt, the delivery

of goods or the rendering of services from a
specific person. Receivables in connection with
the sale of goods and the provision of services are
typically recognised simultaneously with revenues.
Receivables are initially recognised at amounts
recorded in the relevant documents (e.g. invoices,
statements of account and statements of fees)
under the assumption that they will also be paid.

All subsequentincreases and decreases in
receivables (subsequent discounts, recognised
complaints, defects, etc.) typically increase or
decrease the associated operating revenues

or finance income. Receivables for which some
payments are deferred to the future depending on
the fulfilment of certain conditions (e.g. withheld
payments) are disclosed separately.

The revaluation of receivables entails a change

in their carrying amount; contractual increases
and decreases in the carrying amount are not
deemed revaluation. Revaluation is done before the
compilation of the financial statements, and rises
as the revaluation of receivables due to impairment
(if the company assesses that the recoverable
amount of receivables is lower than their carrying
amount) or the revaluation of receivables due to
the reversal of impairment. The assessment of
impairment is based on expected credit losses in
connection with the probability of non-payment

of receivables over the next 12 months, unless
credit risk has risen significantly since initial
recognition. In making a collective impairment
assessment, the Slovenske Zeleznice Group

and Slovenske Zeleznice, d. 0. 0., consider past
developments in probability of default, the recovery
period and the amount of losses adjusted by an
assessment of whether, due to current economic
and credit conditions, actual losses may in fact

be higher or lower than those assumed based on
past developments.

191



When revaluing receivables due to impairment,
impairment is recognised before aloss arises
based on an expected credit loss model.
Receivables were thus impaired as follows:

® ordinary receivables and receivables subject to judicial proceedings according to the criterion
of the age of an individual group or category of receivables:

2021 2020
Non-past-due receivables 0.2% 0.2%
‘Receivablesupto30dayspastdve | | 1%
‘Receivablesbetween31and 90 dayspastdue | &% 8%
‘Receivablesbetween 91and 120 dayspastdve | 10%| 10%
‘Receivablesbetween 21and 150 days pastdue | - 20%|  20%
‘Receivablesbetween 151and 180 dayspastdue | 0%  30%
‘Receivablesbetween 181and 364 dayspastdue | - s0%|  50%
‘Receivablesmore than 365 dayspastdue | 100%|  100%
® trade receivables for which compulsory composition has been confirmed

(disclosed on separate accounts):

2021 2020
Receivables up to 365 days past due 50% 50%
‘Receivablesmore than 365dayspastdue | 100%|  100%

® trade receivables from customers in bankruptcy (disclosed on separate accounts):
impairment in the amount of 100% when the receivables are registered in bankruptcy

proceedings (valid for 2021 and 2020).

In addition to the impairments described above,
additional impairments of material receivables
may be created individually. The impairment of
receivables from specific customers may be
exceptionally waived based on duly substantiated
reasons. Decisions in this regard are made by the
company’s Management Board.
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Cash and cash equivalents

In addition to cash on business accounts at banks
and cash on hand, cash and cash equivalents
also include short-term deposits at banks with a
maturity of up to three months.

Liabilities
Current and non-current liabilities are initially

valued in the amounts deriving from the relevant
documents evidencing their occurrence.

Non-current liabilities are disclosed as non-current
financial liabilities and non-current operating
liabilities. Non-current financial liabilities comprise
long-term loans received from banks, other
companies and individuals, and non-current lease
liabilities, while non-current operating liabilities
comprise long-term supplier credits for goods and
services purchased, long-term advances received
and security deposits, and deferred tax liabilities.
They are increased by the amount of accrued
interest or reduced by repaid amounts and any
other types of settlement where an associated
agreement with the creditor exists.

The portion of non-current liabilities that has
already fallen due for payment and the portion of
non-current liabilities that falls due for payment
within one year are disclosed as current liabilities
in the statement of financial position. Current
liabilities are disclosed separately as current
financial liabilities and current operating liabilities.
Current financial liabilities comprise loans raised
and current lease liabilities. Current operating
liabilities comprise advances and security
deposits from customers, domestic and foreign
trade payables, liabilities for uncharged goods
and services, liabilities to employees, liabilities to
government institutions and other liabilities.

Non-current and current liabilities expressed in
foreign currencies are translated into the domestic
currency on the statement of financial position
date. Anincrease in current liabilities increases
ordinary finance costs, while a decrease in current
liabilities increases ordinary finance income.

Investments in subsidiaries and associates

Investments in subsidiaries and associates
comprise investments in the equity of other
companies. The Slovenske Zeleznice Group and
Slovenske zeleznice, d. 0. 0., classify investments in
the equity of other companies into two categories:

® subsidiaries, and
® associates.

Investments in subsidiaries and associates
comprise financial assets for which prices are
not quoted on an active market, whose fair value
cannot be estimated reliably and which the
company does not hold for trading purposes but
instead to manage. They are typically held for a
period exceeding one year. Such investments are
measured at historical cost, meaning that they
are disclosed in individual financial statements at
historical cost, increased by transaction costs and
subsequently reduced for any impairment.

Losses due to the impairment of investments

in the equity instruments of other companies
measured at historical cost (based on objective
and impartial evidence of impairment) are
recognised immediately in profit or loss. Dividends
received and shares in profit are recognised as
finance income.

Financial instruments

In accordance with IFRS 9, the Slovenske zeleznice
Group and Slovenske zeleznice, d. 0. 0., classify
financial instruments into two categories:

® financial assets measured at amortised cost, and

® financial assets measured at fair value through
profit or loss.

Loans and receivables are non-derivative financial
assets with fixed or determinable payments that
are not quoted on an active market. In terms of
maturity, they are classified as current financial
assets (maturity of up to 12 months following the
statement of financial position date) or non-current
financial assets (maturity exceeding 12 months
following the statement of financial position date).
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Loans and operating receivables are measured at
amortised cost.

A financial asset is classified at fair value through
profit or loss if it is defined as such upon initial
recognition. Financial assets are deemed assets at
fair value through profit or loss under the condition
that the Slovenske Zeleznice Group and Slovenske
zeleznice, d. 0. 0., are capable of managing those
assets and making decisions to purchase and sell
assets on the basis of fair value. Financial assets

at fair value through profit or loss are measured

at fair value; the amount of changes to fair value is
recognised in profit or loss.

In accordance with IFRS 9, the Slovenske zeleznice
Group and Slovenske zeleznice, d. 0. 0., will use the
expected credit loss model for the calculation of
impairments of financial instruments, meaning that
the impairment of a financial instrument may be
recognised before aloss even arises.

Provisions

Provisions are created for the company’s current
obligations arising from past events, when the
expectation is that they will arise in a period
exceeding one year and their amount can be
estimated reliably. They primarily comprise
provisions for jubilee benefits and ordinary
retirement benefits, provisions to cover the costs
and/or expenses for restoring a site to its original
state and similar provisions, as well as provisions
for performance bonds, warranty periods and
material amounts of lawsuits.

Provisions are earmarked and used directly for the
costs that they were created to cover. Provisions
in the books of account and statement of financial
position are reversed whenever the reasons for
which they were created have been exhausted or
when the provisions are no longer needed.

Deferred income that will cover projected
expenses over a period exceeding one year is
disclosed under non-current deferred income.

It alsoincludes state aid and donations received
for the acquisition of property, plant and equipment
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or to cover specific costs. Deferred income

is used to cover costs (depreciation or other
specific costs), at which time it is reclassified to
operating revenues.

Provisions for termination benefits and
jubilee benefits

In accordance with the relevant regulations and
collective agreement, the company is obliged
to pay its employees termination benefits at
retirement and jubilee benefits.

Non-current provisions are created for that
purpose in the amount of estimated future
payments, discounted on the statement of
financial position date. A calculation is made for
each employee taking into account the cost of
termination benefits at retirement and the cost of
expected jubilee benefits until retirement.

Revenue from contracts with customers

In accordance with IFRS 15, the Slovenske
zeleznice Group and Slovenske Zeleznice, d. 0. 0.,
use a five-step model to determine the amount

of revenue and timing of the recognition thereof.
The aforementioned model states that revenue is
recognised when the Slovenske zeleznice Group
and Slovenske zeleznice, d. 0. 0., transfer services
or goods to a customer in the amount to which
they expect to be entitled. Taking into account the
fulfilment of criteria, revenue is recognised:

® atapointintime;or
® overtime.

The Slovenske Zeleznice Group and Slovenske
zeleznice, d. 0. 0., recognise revenues from
contracts with customers when control over goods
and services is transferred to customersinan
amount that reflects the compensation to which
the Slovenske zeleznice Group and Slovenske
zeleznice, d. 0. 0., expect to be entitled. Every
promised service or good is treated as a separate
performance obligation, provided that it is distinct.
Itis distinct whenever a customer enjoys a benefit
from arendered service or supplied good.

A performance obligation is a promise to provide a
customer some service or good.

Revenue is recognised at the moment the
Slovenske zeleznice Group or Slovenske Zeleznice,
d.o. o, fulfilsits performance obligation, i.e. when
control over a service or good is transferred to the
customer. Control means that the customer may
direct the use of and obtain all material benefits
from the asset, and prevent others from directing

the use of and obtaining the benefits from the asset.

In construction contracts, revenue is recognised
on the percentage of completion method or the
method of measuring progress toward satisfaction
of a performance obligation, according to which
revenue and costs are recognised in proportion

to the stage of completion of the contract. The
output method is used, where the amount of
revenue is determined in percentage terms as the
ratio between the work actually performed and all
contract work.

The following is necessary if the outcome of a
construction contract cannot be reliably measured:

® revenues are only recognised up to the
amount of contractual costs that will likely
be compensated;

® contractual costs are recognised as expensesin
the period in which they arise.

Discounts approved when a contract is signed
are allocated to all performance obligations

over the term of a contract. All subsequently
approved discounts are recognised in the
period in which they are approved, and revenues
reduced accordingly.

Finance income

Finance income comprises revenue generated
from investing activities. It arises in connection with
investments, and in connection with receivables in
the form of accrued interest and shares in the profit
of others.

Expenses

Expenses are recognised if a decrease in
economic benefits during the accounting period is
associated with a decrease in assets or an increase
in liabilities, and that decrease can be measured
reliably. Costs are recorded by type based on

an analytical chart of accounts, and adjusted to

the needs of reporting and the compilation of the
consolidated financial statements.

Finance costs are recognised when accrued,
irrespective of the related payments.

Taxation

Taxes include current tax liabilities and deferred
tax. They are disclosed in the statement of profit
or loss, except to the extent that they relate to
business combinations or items disclosed directly
in other comprehensive income.

Current tax liabilities are calculated on the basis of
the taxable income for the financial year. Taxable
income differs from the net profit disclosed in profit
or loss because itincludes revenues and expenses
that are taxable or deductible in future tax periods,
and items that are never taxable or deductible. The
company'’s current tax liability is calculated using
the tax rates applicable on the reporting date.

Deferred tax is intended to cover temporary
differences that arise between the value of assets
and liabilities for tax purposes and their carrying
amount, and is created using the liability method
and currently valid tax rates. Deferred tax assets
are recognised to the extent that it is probable
that future taxable income will be available against
which the deferred tax assets can be utilised. If the
company has incurred or incurs consecutive or
major losses, this is deemed convincing evidence
that future taxable income will not be available.

195



Equity

The company’s total equity represents a liability

to its owner, and falls due for payment should the
company be wound up. Share capital and the share
premium account comprise cash and non-cash
contributions by the owner.

Other reserves comprise retained earnings

from previous years, and are created based on a
resolution adopted by the competent supervisory
body and/or owner.

Determination of fair value

Given Slovenske Zeleznice, d. 0. 0.'s accounting
policies, the determination of fair value is required
for certain non-financial and financial assets

and liabilities, either due to the measurement of
individual assets or due to additional disclosures
of fair value.

The company takes into account the following
hierarchy when determining the fair value of non-
financial and financial assets and liabilities:

® [evel1includes quoted prices on active markets
for identical assets or liabilities;

® |evel 2 comprises values that are not equal
to quoted prices included in level 1, but
nevertheless may be obtained directly from the
market (prices for identical or similar assets or
liabilities on less active or inactive markets) or
indirectly via recalculations (i.e. values derived
from quoted prices on an active market, based
oninterest rates and yield curves, etc.); and

® [evel 3 comprisesinput data for assets and
liabilities that are not based on observable
market data, where unobservable data must
reflect the assumptions that market participants
would use to set the price of an asset or liability,
including assumptions regarding risks.

The Slovenske Zeleznice Group and Slovenske
zeleznice, d. 0. 0., use quoted prices as the basis for
determining the fair value of financial instruments.

If a financial instrument is not quoted on a regulated
market or the market in question is deemed
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inactive, the Slovenske zeleznice Group uses input
data from levels 2 and 3 to assess the fair value of
that financial instrument.

The fair value of intangible assets is determined
based on the model of discounted cash flows that
are expected to be generated from the use or
potential sale of an asset.

The fair value of items of property, plant and
equipment and investment property is equal to their
market value. The market value of property is equal
to the appraised value at which the property could
be sold for on the valuation date in the context of
the appropriate advertising. The market value of
equipment is based on the market price offered for
similar assets.

The fair value of inventories is determined based on
the expected sales value in the course of ordinary
operations, less estimated selling costs.

The fair value of financial assets measured at fair
value through profit or loss is determined according
to a predefined hierarchy used to determine the

fair value of financial instruments. The Slovenske
zeleznice Group measures an asset at historical
cost if fair value cannot be determined reliably
because the difference in estimates of the
reasonable fair value is material and the probability
of different estimates is difficult to assess.

The fair value of receivables and loans is
calculated as the present value of future cash
flows discounted according to the market interest
rate at the end of the reporting period, taking

into account the credit risk associated with such
financial assets.

The fair value of non-derivative financial liabilities
is calculated for reporting purposes based on
the present value of future principal and interest
payments, discounted using the market interest
rate at the end of the reporting period.

The fair value of an interest rate swap is estimated
onthe reporting date by discounting future

cash flows from a variable interest rate (interest
received from a swap) and from a fixed interest rate
(payment of interest from a swap).

2.3 Notes to the consolidated
financial statements

2.3.1 Notes to the statement of financial position

2.3.1.1Intangible assets

in EUR 31December 2021 31December 2020
Long-term property rights 22,107,166 21,305,479
Goodwill | 3s68239| 3,568,239
‘Non-currentdeferred developmentcosts | 2473 189,602
Total | 25837878 0 25,063,410

Computer software and licences account for the

majority of long-term property rights.

Changes to intangible assets:

inEUR Non-current

Other intangible deferred

Long-term assetsin development
property rights acquisition Goodwill costs Total

Historical cost

‘BalanceasatiJanuary2020 | - 18916005  292544| - 3568239]  189338| 22,966,126
‘Acquisitons azeson|  ssapre| o] 75526 | - 4518216
‘write-downs | 79252 o o o] 779,252
Transfers from property,plantandequipment | 5768975 20823 o o] 6974214
‘Balanceasat3iDecember2020 | 27693739 |  2052463| - 3568239 364,864 | 33,679,305
‘BalanceasatiJanuary2021 | 27693739 |  2,052463| - 3568239 364,864| 33,679,305
Acquistons | 1095205 97345 o]  s000| 3,073,620
‘Writedowns | eseeo2| o o o] -959,602
‘Balanceasat3iDecember2021 |  27820342|  4025878| 3568239 369,864 | 35793323
Valeadjustment
‘BalanceasatiJanuary2020 | sosoees| o] o 70471| 8,200,837
‘Writedowns | g7e108| o o o] 770106
“Amortisaton | g9 ol o]  so000| 194164
‘Balanceasat3iDecember2020 |  sa40724| o o wsat| 8,615,896
‘BalanceasatiJanuary202t |  saa0724| o] o wsat| 8,615,896
Writedowns " eszsm| o] o ol 957514
Amortisation | poeagaa| ol o  ap0| 2,297,064
‘Balanceasat3iDecember2021 |  o97a8osa| o] o 207301| 9955445
“Camyingamount
_CarryingamountasatiJanuary2020 | 10885339|  202544] 3568239  19t67| 14,765,290
_Carryingamountasat31December2020 | - 19253015 |  2052,463| 3568239 |  189692| 25063410
_CamryingamountasatiJanuary2021 | 19253015 2052463 3568,239|  189692| 25063410
_Carryingamountas at31December2021 | - 18081288  4025878| 3568239 | 162,473| 25837878
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The Slovenske Zeleznice Group had commitments
for the purchase of intangible assets in the amount
of EUR 264,543 as at 31 December 2021 (EUR

207,206 as at 31 December 2020). The Slovenske
zeleznice Group has not pledged intangible assets

as collateral.

A total of 21.7% of all intangible assets in use as
at 31 December 2021 have been amortised in full

(that proportion stood at 22.0% as at 31 December
2020). That proportionis calculated taking into
account the historical cost of intangible assets.

Major investments in 2021 comprise investments
inthe TIS program - business information system
for transport and logistics in the amount

of EUR 901,844 and BIS digitisation program

in the amount of EUR 362,255.

2.3.1.2 Right-of-use assets in connection with leases

in EUR 31December 2021 31December 2020
Right-of-use assets - land 957,014 545,031
Right-of-use assets - buildings - 2586692 3076783
Right-of-useassets -equipment | w3so7a0l| 18,949,589
Total | wosile7| 22,571,403
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Changesinleases

inEUR Land Buildings Plant and equipment Total
Historical cost
Balance as at 1January 2020 1,051,852 4,001,285 29,384,355 34,437,491
Increases 134,304 358,466 7,639,158 8,131,928
Decreases -363,158 -360,466 -10,127,282 10,850,907
Transfers 0 0 554,269 554,269
Balance as at 31 December 2020 822,998 3,999,285 27,450,499 32,272,782
Balance as at 1 January 2021 822,998 3,999,285 27,450,499 32,272,782
Increases 621,897 140,393 5,092,162 5,854,452
Decreases -57,748 -277,739 -7,819,593 -8,1565,080
Transfers (0] [0} -163,651 -163,651
Balance as at 31 December 2021 1,387,147 3,861,939 24,559,417 29,808,503
Value adjustment
Balance as at 1 January 2020 171,541 480,442 6,123,667 6,775,650
Decreases -50,781 61,345 -3,144,366 -3,256,491
Depreciation 157,206 503,404 5,544,106 6,204,716
Transfers 0 0 22,498 -22,498
Balance as at 31 December 2020 277,967 922,501 8,500,910 9,701,378
Balance as at 1 January 2021 277,967 922,501 8,500,910 9,701,378
Decreases 9,610 -93,301 -3,584,760 -3,687,671
Depreciation 161,776 446,047 6,248,773 6,856,596
Transfers 0 0 -112,997 -112,997
Balance as at 31 December 2021 430,133 1,275,247 11,051,926 12,757,306
Carrying amount
Balance as at 1 January 2020 880,310 3,520,843 23,260,688 27,661,840
Balance as at 31 December 2020 545,031 3,076,783 18,949,589 22,571,403
Balance as at 1January 2021 545,031 3,076,783 18,949,589 22,571,403
Balance as at 31 December 2021 957,014 2,586,692 13,507,491 17,051,197

The Group had liabilities from right-of-use

assets in connection with leases in the amount

of EUR 14,736,139 as at 31 December 2021

(EUR 20,498,248 as at 31 December 2020).

2.3.1.3 Property, plant and equipment
in EUR 31December 2021 31December 2020
Land 11,909,158 12,638,864
Buildings 50,839,204 51,887,308
Equipment 318,278,984 234,714,701

® rolling stock 296,694,551 213,145,448
® other equipment 21,584,433 21,569,253
Property, plant and equipment in acquisition 16,150,610 12,744,793
Total 397,177,956 311,985,666
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Changes in property, plant and equipment

inEUR

Plant and
equipment, and

Property, plant

Total property,

investmentsin the and equipmentin plantand
Land Buildings assets of others acquisition equipment

Historical cost
‘BalanceasatiJanuary2020 | - 12,368,453 126546084 | 820,363,564 | 21285084 989,564,085
Acquisitons | or6373|  am2i0] 52851706 | - 1566077 53,032312
Disposals | osms| - 500758 | - 21708301 o 22410234
Transfersfromfinanceleasingand | | [
frominvestment property 197,214 -392,766 -554,269 0 -749,822
Transferstointangibleassets | o] ol o o] - 6,974,214
Balanceasat31December2020 | 12638864 - 127123770 | 850954700 | 12744793 1 1012,462,127
‘BalanceasatiJanuary2021 | 12638864 - 127123770 | 850954700 | 12744793 1 1,012,462,127
CAcauisitors | 0052|  1a7sssT| 121765301 | 3975325 | 127,176,324
nvestmentsparepartsinstock | o] o o] 535530 |  -535530
Disposals | sooar|  -a02m89| - o7s7iea| o 27709400
Transfersfromfinanceleasingand | | [
frominvestment property -639,711 -240,376 163,651 0 -716,436
‘Writedowns | o ol ol a3978| - 33,978
‘Balanceasat3iDecember2021 | 1,909,158 | 127856792 | 954726548 | 16150610 - 110,643,108
WValueadiustment
‘BalanceasatiJanuary2020 | o] 73495350 ensmoo2] o] 685,006,442
‘Decreases | o 376598 | ots77851] o] 21,954,450
‘Depreciaton | o] 2m770|  sszoezeo| 0 o 37424470
‘Balanceasat3iDecember2020 | 0| 75236462 ¢ 625240000 o 700,476,462
‘BalanceasatiJanuary2021 | 0| 75236462 ¢ 625240000 o 700,476,462
‘Decreases | o 281313 - 2680185 o] 27082468
Depreciaon | o 2062439 | - soos7ie| o]  4o007itss
‘Balanceasat3December2021 | o 77017588 | 63447565 o] 713,465,153
“Camyingamount
‘BalanceasatiJanuary2020 | - 12368453 53050734 217852472 21285084 304,557,643
Balanceasat31December2020 | 12638865 51887308 | 234714701 12744703 311,985,666
‘BalanceasatiJanuary2021 | 12,638,865 51887308 234714701 12784703 311,985,666
‘Balanceasat3iDecember2021 | 1,909,158 | 50839204 |  318278984| 16150610 397,177,956

Moveable property and real estate valued at
EUR 45,156,638 were pledged as guarantees
for long-term loans as at 31 December 2021
(EUR 40,310,921 as at 31 December 2020).

The Group had commitments for the purchase
of property, plant and equipment in the amount
of EUR 103,870,669 as at 31 December 2021
(EUR 115,375,908 as at 31 December 2020).

A total of 35.7% of all items of property, plant and

been depreciated in full (that proportion stood at
41.3% as at 31 December 2020). That proportionis

calculated taking into account the historical cost of
property, plant and equipment.

of EUR 17.4 million.

equipment in use as at 31 December 2021 have
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Significant purchases in 2021included the
purchase of new passenger multiple units in the
amount of EUR 89 million, the purchase of diesel
switcher locomotives totalling EUR 7.6 million and
major periodic repairs of rolling stock in the amount

2.3.1.4 Investment property

in EUR 31December 2021 31December 2020
Investment property 42,079,585 42,806,782
Investment property comprises warehouses,

commercial buildings and land that the Group

leases to others.

Changes in investment property

inEUR Land Buildings Total
Historical cost

‘BalanceasatiJanuary2020 | 36,895258| 25024030 61,919,280
Acquistons | ol  asw02| 49102
Disposals | ol - 820892 - 820,892
‘Rebooking | ol qo7214| 197214
Transferstoproperty, plantandequipment | ol 302766| 392766
‘Balance asat31December2020 | 36,895258|  24,447792| 61,343,050
‘BalanceasatiJanuary2021 | 36,895258|  24,447792| 61,343,050
Acquistors | 153516|  48192| 201708
Disposals |  -gselses| ol 1361366
Transferstoproperty, plantandequipment | e39711| 240376 880,087
‘Balanceasat31December2021 | 36,327,119 24,736,360 61,063,479
Valveadjustment
‘Balanceasat1January2020 | o  18g7a15| 1887415
Depreciaton | o|  as2ear| 452647
Disposals | ol 787795 787795
Balanceasat31December2020 | o] 18,536,268 18,536,268
‘BalanceasatiJanuary2021 | o] 18,536,268 - 18,536,268
Depreciaton | o  adzes|  aaze2s
‘Balanceasat31December2021 | o] 18,983,803| 18,983,893
Camyingamount
‘BalanceasatiJanuary2020 | 36,895258| 6152615 43,047,874
‘Balanceasat31December2020 | 36,895258| 591,524 42,806,783
‘BalanceasatiJanuary2021 | 36,895258|  59M524| 42,806,783
‘Balanceasat31December2021 | 36327119 | 5752467 42,079,586
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The Group has not pledged investment property

as collateral.

The Group generated rental income of

EUR 1,395,753 in 2021 (EUR 1,631,894 in 2020).

The fair value of investment property was

determined with the help of certified real estate
valuers and amounted to EUR 78,589,946 as

at 31 December 2021 (EUR 83,837,196 as at

L ) -y 31December 2020).
Depreciation costs associated with investment )
property totalled EUR 447,625 (EUR 452,647
in 2020).
2.3.1.5 Non-current financial assets
in EUR 31December 2021 31December 2020
Investments in associates 14,246,338 13,760,176
Other financial assets 2,143,755 2,093,464
Total 16,390,093 15,853,640
Information regarding associates as at 31 December 2021
Business name of Business address | Activity Ownership as at Ownership as at
associate of associate 31December 2021 31December 2020
Terme Olimia, d. d. ZdraviliSka cesta 24, | Activities of hotels, 23.87% 23.87%
Podcetrtek campgrounds,
catering, sports
facilities and health
care
Adria Kombi,d.o.0., Tivolska cesta 50, Freight rail 33.72% 33.72%
Ljubljana Ljubljana transport
CKTZ,d.d., Zagreb Trg senjskih uskoka | Combined 29.41% 29.41%
7-8,Zagreb transport services
Total equity Profit or loss for the year
in EUR 31December 2021 | 31 December 2020 2021 2020
Terme Olimia, d. d. 42,928,766 38,886,489 3,890,599 1,242,422
Adria Kombi,d.o.0.,
Ljubljana 12,620,474 12,035,144 1,802,421 1,237,732
CKTZ,d.d., Zagreb 1,622,283 1,425,966 188,357 -287,369
Total 57,171,523 52,347,599 5,881,377 2,192,785
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Balance of investments in associates

in EUR 31December 2021 31December 2020
Terme Olimia, d. d. 9,513,571 9,282,524
AdriaKombid.o.0,Liubiana | 42sse24| 4,058,250
CKTZd.d,Zagreb | 73| 419402
Totalinvestmentsinassociates | - 4246338 13,760,176

Changes ininvestments in associates

in EUR Slovenske Zeleznice Group
31December 2021 31December 2020
Balance as at 1 January 13,760,176 13,615,619
Attributable profit/ioss | - 1591893 620419
Dividendsreceived | 414756  -472080
mpairmentofinvestmentin Terme Ofimia | 733877 0
Attributable changes inequity of associates | 42902 2782
‘Balanceasat31December | 4,246,338 - 13,760,176
Other financial assets Participating Amount of investment in EUR
interestin% 31December2021| 31December2020
°* EUROFIMA 0.42 2,084,000 2,033,709
o Fercargo,d.0.0,Sardievo | 7000] 024 924
o Othersharesandparticipating nterests | | a392| 4392
Total | 2143755 2,003,464

The investment in Terme Olimia, d.d., was
appraised by a certified valuer and, based on

the valuation, impaired in the amount of EUR
733,877. The income approach was applied in
the valuation, namely the discounted cash flow
method. The cash flows on which the valuation is
based have been projected from the perspective
of the minority owner under the assumption of
less-than-full control.

The fair value of the investment in EUROFIMA
was verified by assessing the value of equity

for financial reporting purposes. The value of
the investment rose by EUR 50,291 based on
the valuation.

Allinvestments in shares and participating interests
are classified as financial assets measured at fair
value through profit or loss. None of the shares

and participating interests held by the Slovenske
zeleznice Group at the end of 2021 are quoted on
aregulated market Other financial assets are not
used as collateral and are free from encumbrances.
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2.3.1.6 Non-current financial receivables

in EUR 31December 2021 31December 2020

Receivables for funds paid to institution

(Zelezniski zdravstveni dom) 2,401,002 2,401,003
Depositsplacedwithbanksandothers | s8e73t| 279,363
Otherfinancial receivables | 0093 1201
Non-current financial receivables are not secured
or pledged as collateral.
2.3.1.7 Non-current operating receivables

in EUR 31December 2021 31December 2020

Non-current advances for the purchase of

fixed assets 301,481 125,380,192
""" e forthepurchaseof passenger | |

multiple units 0 125,056,890

Ceother | sot4st| 323302
Tradereceivables | il 144
Creditsforthe purchaseof property | 3338837 359,088
Otheroperatingreceivables | 4s720| 144078
Total | aos2179| 120,043,502

As at 31 December 2021, advances disclosed
based on NAB agreements no. 40/2018/08/INV
and 45/2019/08/INV on the purchase of new
passenger multiple units, concluded between

as collateral.

SZ-Potniski promet, d. 0. 0., a consortium of Stadler
Polska companies and Stadler Bussnang AG,
Switzerland, were stated as current operating

receivables in their entirety (note 2.3.1.13).

2.3.1.8 Deferred tax assets

Receivables for credits for the purchase of real
property are secured in full by mortgages. The
aforementioned receivables are not pledged

in EUR

31December 2021

31December 2020

Deferred tax assets

3,894,691

3,331,185
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Consolidated 31 December 2021

Consolidated 31 December 2020

325,478

3,894,691

337,292

3,331,185

The Slovenske zeleznice Group recognises
deferred tax assets for non-deductible expenses
arising from provisions, tax losses, tax allowances
for investments and adjustments to the value of
receivables, but only up to the amount of revenues
from positive tax bases for the next five years.

Changes in deferred tax assets within the Slovenske zeleznice Group

The tax loss amounted to EUR 16,826,318
(EUR 15,859,643 in 2020) and together with
tax allowances for investments represents the
unrecognised basis for deferred tax assetsin
the amount of EUR 40,679,528

(EUR 35,270,346 in 2020).

inEUR Tax allowances for Adjustments to the
Tax loss Provisions investments value of receivables Total
Balance as at 1January 2020 761,317 2,108,404 183,273 240,511 3,293,505
oawn | o] 7 amoso| o  samws| 22813
“Created | ss200| o oi2e44|  o| 265853
‘Balanceasat31December2020 | sas25| 1933355 | sesorr| 187388 3331185
orawn | w2948] o - 196055 455183 | 504,186
Created | o roezee2| o o]  1oe7ee2
‘Balanceasat3iDecember2021 | 61577 soot047| - 100862 ¢ 32,205 3,894,601
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2.3.1.9 Other non-current assets

in EUR 31December 2021 31December 2020
Deferred licence maintenance costs 332,897 0
Deferredcostsrelating topassenger muttipleunits | 6653882 4,009,846
Deferredcosts for thereserve fund for leasedhousing |~ 408890| - 392,604
Accrued compensationfor costreimbursementsto | |
carriers due to traffic disruptions 0 42,919,511
Total 7395869 47,321,961

The fullamount of deferred costs disclosed in
connection with passenger multiple units relates
to the discount calculated under the agreement
on the assignment of claims for consideration
between Slovenske zeleznice, d. 0. 0.,and
SZ-Potniski promet, d. 0. 0., and two banks dated
12 June 2018. The cost of the discount will be
charged proportionately to the historical cost of the
new passenger multiple units purchased based on
NAB agreement no. 40/2018/08/INV with respect
to the value thereof and the timing of delivery of
specific wagons.

SZ-Infrastruktura, d. 0. 0., concluded with the
Slovenian government Annex No. 3 to the to the
Agreement on the discharge of PRI management
services for the period 2021-2030, whereby it
agreed on the amount of monetary compensation
for the reimbursement of costs to carriers due to
the investment works carried out on the PRI in

the period 2018-2020 in the amount of

EUR 66,164,886. The Annex specified the amount
of compensation awarded to carriers and the
schedule of payments to the manager by the
contracting authority, which the manager should
reimburse to carriers in the name and on behalf of
the contracting authority. In line with the Annex,

in 2021the contracting authority already paid to
the manager the first part of its obligations in the
amount of EUR 6,000,000.
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In December 2021, the PRI manager sold a

part of its outstanding receivables owed by the
contracting authority in the amount of

EUR 60,164,886 to a bank, and in December

2021 used the respective consideration to settle
obligations to carriers based on agreements signed
with them on monetary compensation to reimburse
the costs they incurred between 2018 and 2020
due to investment works on the PRI.

Accrued compensation for the costs of
carriers incurred due to the deterioration of the
availability of the railway network as a result of
the implementation of investments on the PRI in
the period 2018-2020 were partially disclosed
as other current operating receivables as at
31December 2020 (note 2.3.1.13).

2.3.1.10 Inventories

inEUR 31December 2021 31December 2020
Materials 13,873,057 11,112,389
Replacement parts 21,091,341 21,704,225
Smallinventory and packaging 994,902 1,013,859
Work in progress 3,722,517 3,441,922
Products and merchandise 1,711,494 2,146,277
Total 41,393,311 39,418,672

Write-offs of obsolete inventories and impairments

of inventories amounted to EUR 22,299 and

EUR 2,167,240 respectively in 2021 (write-offs

of inventories amounted to EUR 262,904, while

impairments of inventories totalled EUR 1,352,441

in 2020). There are no liens on inventories. The

carrying amount of inventories did not exceed their

realisable value.

2.3.1.11 Current financial receivables
inEUR 31December 2021 31December 2020
Current financial receivables - sale of receivables 0 40,742,670
Other financial receivables (bank deposits) 0 23,166,332
Receivables from short-term loans to employees 2,238 (0]
Total 2,238 63,909,002

The short-term part of financial liabilities arising

from the sale of receivables based on the

agreement of 12 June 2018 on the assignment

of claims for consideration between Slovenske

Zeleznice, d. 0. 0., and SZ-Potniski promet, d. 0. 0.,

and two banks totalled EUR 40,742,670 and was

fully repaid by the banks in 2021 (note 2.3.1.20).
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2.3.1.12 Trade receivables

in EUR 31December 2021 31December 2020
Current trade receivables from domestic customers 35,068,892 37,862,246
Current trade receivables from foreign customers 19,618,406 18,049,265
Total 54,687,298 55,911,511
inEUR 2021 2020
Grossvalue | Value adjustment Net value Grossvalue | Value adjustment Net value
Current trade
receivables from
_domesticcustomers | 89244882 | 4175990 | 35068892| 42080385 | 4218139 | . 87862246
-Current trade
receivables from foreign
_Gustomers | . |...._.21663607| 2045201 | 19618406  _ : 20059656 ) - 2010,391) . 18049265
Total 60,908,489 6,221,191 54,687,298 62,140,041 6,228,530 55,911,511
Receivables were not pledged as collateral as at
31December 2021, while secured receivables
amounted to EUR 2,399,904 (EUR 3,603,906
in2020).
Net adjustments to the value of current trade receivables were created as follows:
in EUR 2021 2020
Balance as at 1 January 6,228,530 6,470,486
® Reversal of value adjustments -297,254 -327,767
® (Creation of value adjustments 358,968 435,428
® Reduction for written-off receivables -69,053 -349,617
Balance as at 31 December 6,221,191 6,228,530
Maturity structure of trade receivables
in EUR 31December 2021 31December 2020
Non-past-due receivables 50,024,781 51,658,553
Past-due receivables 10,883,708 10,481,488
® upto30days 2,866,661 3,306,924
® from 31t0 90 days 1,320,876 700,872
® from 91to 365 days 872,805 649,684
® morethan 365 days 5,823,366 5,824,008
Total 60,908,489 62,140,041
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2.3.1.13 Other current operating receivables

in EUR 31December 2021 31December 2020
Receivables from government and other institutions 7,747,440 7154,088
Receivables from employees 172,313 1,911,086
Other receivables associated with finance income 23,790 96
Current operating receivables based on advances 167,141,279 102,012,573
Current security deposits 2,462 2,450
Receivables based on the agreement on the transfer
of the benefits of negotiations in connection with the
purchase of rolling stock 23,769,200 29,996,400
Other current operating receivables 13,643,314 1,618,086
Deferred costs 1,166,453 444716
Accrued income: 35,069,781 62,197,616
® accrued development element of compensation for
the discharge of the PSO 17,584,887 22,971,732
® accrued compensation for the drop in transport
revenues due to the COVID-19 epidemic 0 7,638,535
® accrued under-compensation for the discharge of
the PSO of passenger transport 0 3,703,641
® accrued proportion of contractual penalty 1,170,165 0
® accrued compensation due to traffic disruptions for
the period 2018-2020 0 7,417,685
® accrued compensation to carriers for
reimbursement of costs arising from investment
works on the PRI in 2021 3,883,053 3,312,193
® accrued revenues from the coverage of costs of the
information system (IPPT) 0 1,949,011
® accrued revenues from services provided by the
manager of the PRI 7,552,710 7,967,211
® accrued revenues from costs incurred by the
manager in the rehabilitation of the PRI 1,118,318 3,533,699
® accrued revenues from claims for damages 443,610 1,239,610
® other accruedrevenues 3,317,038 2,464,299
VAT on advances received 1,831 92,981
Total 248,737,863 205,430,092
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Current operating receivables based on advances
primarily relate to advances for the purchase of
property, plant and equipment in the amount of
EUR 166,484,815 (EUR 100,698,439 at the end
of 2020). The highest value of advances paid is
disclosed by SZ-Potniski promet, d. 0. 0.

(EUR 166,259,010 at the end of 2021 and

EUR 95,378,760 in 2020) based on agreements
on the purchase of new passenger multiple units.
Receivables from these advances are secured in
full by advance guarantees.

Receivables in the amount of EUR 23,769,200
are the result of additional benefits in connection
with the purchase of rolling stock at SZ-Potniski
promet, d. 0. o. (operator/contracting authority/
buyer of new rolling stock) that are, independent
of the public contract procedure and independent
of the agreements on the purchase of rolling stock
concluded between the contracting authority/
buyer and the selected supplier, solely the

result of the additional activities, agreements

and successful efforts of the controlling

company Slovenske zZeleznice, d. 0. 0., to achieve
additional benefits.

Other current operating receivables in the
amount of EUR 13,643,315 (EUR 1,618,086

as at 31 December 2020) almost entirely
(EUR12,028,592) consist of receivables from
the state on behalf of carriers arising from
compensation for reimbursement of their costs
incurred as a result of the implementation of
investment works on the PRIin 2021.

The new, multi-annual Agreement on the discharge
of PRI management services for the period
2021-2030, concluded in 2021, stipulates for

the first time that in accordance with the Decree

on the allocation of train paths, the infrastructure
fee and the performance scheme on public
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rail infrastructure, the PRI manager, during the
term of the Agreement, calculates appropriate
compensation arising from the performance

of investment works on the PRI, issues to the
contracting authority, i.e. the investor of the works
on the PRI, arequest for payment of monetary
compensation and reimburses the carriersin the
name and on behalf of the contracting authority.
As aresult of this provision, the methodology

for disclosing individual items in the manager’s
financial statements has changed. In 2021, the
manager no longer discloses revenues and
expenses related to this compensation, but only
receivables due from the contracting authority
and, at the same time, liabilities to carriers in the
same amount.

The following items account for the highest
proportion of accrued income:

® the accrued portion of development
compensation for the upgrading and
modernisation of rail transport rolling stock, as
defined in the amendments to the Agreement on
the discharge of the public service obligationin
the inland and cross-border regional transport
of passengers by rail for the period 2017-2031in
the amount of EUR 17,584,887 (EUR 22,971,732
in 2020);

® accrued compensation to the carrier
SZ-Potniski promet, d. 0. 0., for the costs
incurred in 2021 due to the implementation of
investment works on the PRI in the amount of
EUR 3,883,053 (EUR 16,560,967 in 2020, of
which EUR 13,248,774 is disclosed under other
non-current assets);

® accrued revenues for services provided by the
manager of the PRI under contracts with the
government in the amount of EUR 7,552,710
(EUR7,967,211in 2020);

® accrued revenues of the manager of the PRI in
connection with the rectification of extraordinary
events on the PRI in the amount of EUR 1,118,315
(EUR 3,533,699in 2020);

® accruedrevenues from other loss eventsin
the amount of EUR 443,610 (EUR 1,239,610 in
2020), the majority at SZ-Tovorni promet, d. 0. 0.,
and SZ-Potniski promet, d. 0. 0., due to damage
torolling stock;

® the accrued proportion of the contractual
penalty under NAB agreement no. 40/2018/08/
INV and Annexes thereto in the amount of
EUR 1,170,165 (EUR 0in 2020).

Accrued compensations for the costs of

carriers incurred due to the deterioration of the
availability of the railway network as a result of the
implementation of investments on the PRIl in the
period 2018-2020 were partially disclosed as
other non-current assets as at 31 December 2020
(note 2.3.1.9).

Write-offs and impairments of trade receivables
and other current operating receivables that are
disclosed in operating expenses amounted to
EUR 3,482,708in 2021 (EUR 449,137 in 2020).

In addition to adjustments of trade receivables,
the impairments mostly relate to the impairment
of other receivables from employees arising from
accrued bonuses in the amount of EUR 1,616,034
and to the impairment of accrued revenues due
to derailment of tank cars of the freight train in
Hrastovlje in the amount of EUR 834,015. The
write-off of receivables mainly refers to the
write-off of the difference between the accrued
and recognised receivables related to traffic
disruptions for the period 2018-2020 in the
amount of EUR 640,206 (notes 2.3.1.9 and 2.3.1.13).
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2.3.1.14 Cash and cash equivalents

in EUR 31December 2021 31December 2020
Cashonhand 182,591 111,839
Cashonbankaccounts | 1o7otoes| 42,356,068
Total | 1o7103688| 42467907
2.3.1.15 Equity

in EUR 31December 2021 31December 2020
Called-up capital 359,529,921 359,529,921
‘Sharepremumaccowt | 4s00210| 45002140
Legalreserves | 3sa9576| 3,778,009
‘Revenuereserves | 4rwsoar| 46,448,166
Fairvaluereserves | -7957886| 6,720,962
Netprofitorlossbroughtforward | 94322607| 70,367022
Undistributed netprofitorloss for the financialyear | 27802650| 2398717
Translationdifferences | 2421 4216
‘Non-controllinginterest | 657851 5,885,227
Total 576,332,485| 548275424
Changes in equity in EUR
Balance as at 1 January 2020 541,144,769
© Netprofitfor financialyear | 10,919,467
" Paymentofsharesinproft | -403990
 Actuarialgainsandlosses | 3180835
* Exchangerate differences from the conversion of foreign companies financial statements | 15
~ Otherchanges | 204003
‘Balanceasat31December2020 | 548,275,423
‘BalanceasatiJanuary202 | 548,275,423
* Netprofitorloss for the financialyear | 29,320,538
* Paymentofsharesinproft | 0
© Actuarialgainsandlosses | 1236924
* Exchangerate differences from the conversion of foreign companies financial statements | 1205
~ Otherchanges 25347
‘Balanceasat31December202 | 576,332,485
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2.3.1.16 Provisions

Provisions for jubilee benefits and termination benefits:

in EUR 31December 2021 31December 2020
Provisions for termination benefits 28,528,949 25,203,810
Provisionsforjubilee benefis | a230018| 3752814
Total | 32758967 28,956,624
Changes in provisions for jubilee benefits and termination benefits

in EUR Termination benefits Jubilee benefits Total
Balance as at 1 January 2020 27,017,847 3,612,103 30,629,950
Used | asssrr|  -ss7e3|  -526390
Currentemploymentcosts | 1094182| si6619] 1610781
Interest(expenses) | 338250 42899 377849
Reversalof provisions - closure, rights, |~~~ | |
etc. (revenues) -6,307,274 -30,693 -6,337,967
Actuarialgains/losses | 3202402| ol 3,202,402
‘Balanceasat31December2020 | 25203810| 3752814 28,956,624
‘BalanceasatiJanuary2021 | 25203810 3752814 28,956,624
used 136518 - 397989|  -534507
Currentemploymentcosts | 2006366 858053 2,954,419
Interest(expenses) | 208625|  20497| 238122
‘Reversalof provisions - closure, rights, |~~~ | |
etc. (revenues) -116,628 -12,357 -128,985
Actuarialgains/losses | 1273204 ol 1,273,294
‘Balanceasat31December2021 | 28528949 4230018| 32,758,967
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The following material assumptions were taken into account in the calculation of
provisions for termination benefits at retirement and jubilee benefits:

2021 2020
Average monthly gross wage in Slovenia EUR1,990 EUR1,850
Discountrate | 0834%| 1.25%
Overallwagegrowth | 0% 150%
‘Retirement conditions @ge) | |
e men(ransitonalperiod) | o 60
e women (transitionalperiod) | o 60
Cemen e 60
Cewomen el 60
Other provisions:
in EUR 31December 2021 31December 2020
Provisions for litigation 460,779 508,875
Provisions for guaranteesissued | s46917| 530,965
Provisionsforthe clean-upofaquarry | a9524| 0
Total 1057220 1,039,840
Changes in other provisions
in EUR Provisions for Provisions for Provisions for the
litigation | guaranteesissued | clean-up of a quarry Total
Balance as at
1January 2020 727,366 331,826 65,075 1,124,267
Created | 259201 og2779| ol 542,070
Reversed | 27| ol  2sges| 31630
Used | 475080 83640  -8817|  -594.867
‘Balanceasat | | |
31December 2020 508,875 530,965 (0] 1,039,840
‘Balanceasat | | |
1January 2021 508,875 530,965 (0] 1,039,840
Created |  sso37| 0021 . 19524 - 156,581
Reversed | 89037 ol ol 39087
Used | 47008 53088 of 100164
‘Balanceasat | | |
31 December 2021 460,779 546,917 49,524 1,057,220
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A total of 48 legal proceedings, primarily labour
and commercial disputes, were in progress against
six companies in the Slovenske zeleznice Group
during 2021. A total of 11 of those proceedings were

completed during the course of the year.

Of the remaining 37, provisions in the total
amount of EUR 460,779 were created for

11 cases as at 31 December 2021in accordance

2.3.1.17 Non-current deferred income

with assessments of the possible outcomes

of specific disputes drawn up on the bases of
reports prepared by law firms. In the remaining
cases, it has been assessed that rulings will not be

handed down in favour of the plaintiffs. In specific
cases, insurance coverage was secured, or itis
not yet possible to assess the outcome of disputes

because the cases involved are in the initial phase.

in EUR Non-current contract
liabilities in connection
Waived Government with construction
contributions grants services Total
Balance as at
1January 2020 1,455,035 39,140 151,312 1,645,487
Created 4,566,256 0 104,337 4,670,593
Used and/or transferred
to current portion -4,619,425 -3,112 -42171 -4,664,708
Balance as at
31December 2020 1,401,866 36,028 213,478 1,651,372
Balance as at
1January 2021 1,401,866 36,028 213,478 1,651,372
Created 4,596,552 0 3,720 4,600,272
Used and/or transferred
to current portion -5,005,546 -3,110 -33,017 -5,041,673
Reversed 0] 0 -3,348 -3,348
Balance as at
31December 2021 992,872 32,918 180,833 1,206,623
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2.3.1.18 Financial liabilities

in EUR 31December 2021 31December 2020
Non-current financial liabilities to domestic banks 102,601,633 122,163,570
‘Non-currentfinancial liabilites toforeignbanks | 4333333] 8,000,000
Totalnon-currentfinancial liabiliies | 106,934,966| 130,163,570
Currentfinancial liabilitesto domesticbanks | 19561937 19721847
Currentfinancialliabilties toforeignbanks | - 3666667| 4000000
Othercurrent financial liabiltes | ooet2| 97521
Totalcurrentfinancial liabilies | 23320216 23,819,368
Total 130264182 153,082,938
Changes in financial liabilities

2021 2020

Non-current financial liabilities
‘BalanceasattJanuary | 130163570| 95885417
e loanreceived | of 58000000
e transfertocurrentporton | 23228604|  -23721847
‘Balanceasat3iDecember | 106934966 130,163,570
Currentfinancial liabilities | |
‘BalanceasattJanvary | 23sw0389| 34481954
e tansfertocurrentporton | 23208604 23721847
e paymentofinterest | 1906213| 2187129
e repaymentoftheloan | -275721846|  -325693898
e caloultionofinterest | - 1909303 2270119
e loanreceived | 252000000| 291,000,000
e exchangeratedifferences | of 226476
‘Balanceasat3iDecember | 23329216 23,819,369
Total 13026482 153,082,938
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Non-current financial liabilities

inEUR Date of agreement Balance as at 31
orannex | Paymentduedate| December2021 Collateral
Financing of rolling stock Rolling stock
purchases pledged as
collateral, bills of
5 April 2018 6 December 2024 4,968,750 exchange
Financing of locomotive Rolling stock
purchases pledged as
collateral, bills of
5 September 2019 | 15 September 2030 85,716,216 exchange
Financing of measures
to optimise business
processes 23 December2019 | 31December 2023 16,250,000 Bills of exchange
Total 106,934,966
Current financial liabilities
in EUR Date of agreement Balance as at 31
orannex | Payment due date December 2021 Collateral
Financing of locomotive Rolling stock
purchases pledged as
collateral, bills of
5 September 2019 | 31 December 2022 7,270,270 exchange
Financing of rolling stock Rolling stock
purchases pledged as
collateral, bills of
5April2018 | 6 December 2022 2,208,333 exchange
Financing of measures
to optimise business
processes 23 December 2019 | 31 December 2022 13,750,000 Bills of exchange
Other current liabilities -
interest 100,613
Total 23,329,216
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2.3.1.19 Lease liabilities

in EUR 31December 2021 31December 2020
Non-current lease liabilities 8,649,719 13,803,685
Currentleaseliabiites | e08e420| 6,694,563
Total | 736139 20,498,248

Changes in lease liabilities

in EUR 2021 2020
Balance as at 1 January 20,498,248 26,486,980
ncreases | 6m33ea| 8021779
Decreases | .aseaze2| 7754,229
Leaseconcesson | of 10,720
Payments 7657024 6706715
Interest | aas809| 461153
‘Balanceasat3iDecember | 736139 20,498,248
Changes in financial liabilities and lease liabilities (cash flow)

in EUR 2021 2020
Balance as at 1 January 174,481,186 156,854,351
\nflows fromloansraised | 252000000| 349,000,000
Outflowsfromloansraised | -275721846|  -325693898
Outflows for therepayment of lease liabilites | 32| 6,245,562
Changesinleaseliabiies | 1549106| 256830
Changesinlabiltiesforinterest | so%0| 82,989
‘Exchangeratedifierences | of 226476
‘Balanceasat3iDecember2 | - 145000321| 174481186
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2.3.1.20 Operating liabilities

in EUR 31December 2021 31December 2020
Non-current liabilities 106,437,565 123,821,214
“Other non-curent operating labites arsing romeneray | [T
renovation activities 7179 9,572
‘Non-current operating liabiliies - sale of receivables | 106166650 118,952,650
‘Non-currentliabilties inconnection with superficies | 263736| 288156
Accruedcompensation for the closure offines | |
(maintenance of the public rail infrastructure) 0 4,569,425
Othernon-currentliabiites | of 1,411
Currentliabiltes | ssmigl4| 93,674,930
Liabiitesbasedonadvances | 1548082 1947161
Liabiities toemployees | 15244275 34720432
Liabilities to the state and government insitutions | - 6684977 8997779
Liabiitiestoothers | 26660323 19,439,869
Currentoperatingliabiliies - sale of receivables | 12786000 2,786,000
Deferredrevenuves | 2000799 1984703
Accruedcostsandexpenses | 0247288 13,798,986
Total 191609379 217,496,144

Non-current operating liabilities in the amount

of EUR 106,166,650 (EUR 118,952,650 in 2020)
relate to receivables of SZ-Potniski promet, d. 0. 0.,
arising from the funds in connection with the
discharge of the PSO to the contracting authority,
which will be paid in annual instalments by 2031in
accordance with paragraph 16 of Article 7 of the
Amendments and Supplements to the Agreement
on the discharge of the public service obligation

in the inland and cross-border regional transport
of passengers by rail for the period 2017-2031.
Along with the receivables from the contracting
authority, a liability to the contracting authority was
disclosed in 2018 due to PSO services that were
not performed.

Based on the agreement on the assignment of
claims for consideration between Slovenske
Zeleznice, d. 0. 0., and SZ-Potniski promet, d. 0. 0.,
dated 12 June 2018, the above receivables were
sold to two banks, and liabilities to the contracting
authority are reduced in accordance with the
repayment schedule set out in paragraph 16 of
Article 7 of the Amendments and Supplements
to the Agreement on the discharge of the public
service obligation in the inland and cross-border
regional transport of passengers by rail for the
period 2017-2031.The current portion of these
liabilities, which falls due in 2022, was disclosed
under current operating liabilities in the amount
of EUR 12,786,000 as at 31 December 2021
(EUR12,786,000in 2020).
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Accrued costs and expenses

in EUR 31December 2021 31December 2020
Unused annual leave 7,283,976 6,600,055
Accruedcompensation for the closure of fines | |
(maintenance of the public rail infrastructure) 0 1,142,357
Accruedcostsof terminationbenefts | so707| 2,868,007
Contractual obligations for uncompleted worksonprojects | 506308| - 1305698
Useoffreightwagons | ess819| 458572
Accruedservices of foreignrailway operators | 28705 430102
Accruedconcessionfees | ootse2| - 176,924
Accruedcostsofhoursworked | 204485 161846
Accrued compensation ninternational freight transport. | 30000 112,461
Accruedpositioning costs for individual workorders | - ssso07| 98,107
Accrueddamagesaccordingtowaybils | 50000 30,000
Accruedcross-borderservices | wre3| 8335
ot | 1047288 13,798,986

2.3.1.21 Trade payables
in EUR 31December 2021 31December 2020
Domestic trade payables 31,292,643 23,284,820
Foreigntradepayables | 8358038 13028074
Total 39650681 | 36,312,804
in EUR 31December 2021 31December 2020
Non-past-due liabilities 36,210,871 35,407,519
‘Past-dueliabiltes | 3439800 905375
e uptol0days | 3009202| 519329
e fom31to90days | 55704 174,492
e fom9lto365days | ea2e3| 137034
e morethan365days | o0681 74520
Total 39650681 | 36,312,894
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2.3.1.22 Contingent receivables and contingent liabilities

in EUR

31December 2021

31December 2020

Mortgages and liens received

Bills of exchange and enforcements received as collateral
for advances, performance bonds and warranties

® collateral for contractual liabilities, warranties and
performance bonds

Bills of exchange and enforcements issued as performance
bonds and warranties

Total contingent liabilities

3,166,559

31,657,046

3,519,088

40,100,363
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2.3.2 Notes to the income statement

2.3.2.1 Net sales revenue

in EUR 2021 2020
® Revenues on the domestic market 239,005,233 233,245,629
 Servicesandproducts | 235,684,209 231515400
e servicesandproductsinconnectionwithassociates | 381444| 418175
e servicesandproductsinconnectionwithothers | 235302855 231097225
© Merchandiseandmaterials | 3320934 1730,220
e merchandiseand materialsinconnectionwithothers| 3320934 - 730,229
‘o Revenuesontheforeignmarket | a986278] 173,964,932
services | 4986278 173,964,932
e servicesandproductsinconnectionwithothers | 174986.278| 173964932
Total azootst| . 407,210,561
Net sales revenue comprises:

in EUR Consolidated 2021 Consolidated 2020
Slovenske Zeleznice, d. 0. 0. 1,415,512 1,659,936
‘SZTovomniprometGrowp | 147260051 145,009,857
‘SZPotniskiprometd.oo. | 30552072| 22546334
‘SZinfrastruktura,d.o.o. | 144553009 145,139,533
szviTdoo 12202326 - 12,613,286
szzPGow saot36| 3,699,254
‘Prometniinstitut Ljubljara,d.o.o. | 109 81642
‘SrZelezniskatiskarnaljubliana,d.d. | s5424| 53769
sz2GPGowp | asirars| 56,281771
Fersped,doo. | 19ea303s| 16,550,741
‘w-0G6,doo. 5477513| 3574438
Total azootst| . 407,210,561
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The majority of the Slovenske zeleznice Group’s
net revenues are generated by the SZ-Tovorni
promet Group, SZ-Potniski promet, d. 0. 0.,
SZ-Infrastruktura, d. 0. 0., and the SZ-ZGP Group.

were generated on the local and foreign markets by
the SZ-Tovorni promet Group in the amount of

EUR 136,622,787 (EUR 135,397,408 in 2020) and
SZ-Potniski promet, d. 0. 0., in the amount of

EUR 28,557,541 (EUR 20,706,879 in 2020).

Total transport revenues in the amount of
EUR 165,180,328 (EUR 156,104,287 in 2020)

SZ-Infrastruktura, d. o. 0., generated the majority of its revenues based on agreements with the

Slovenian government:

in EUR 2021 2020
Public service obligation of the maintenance of the PRI 93,612,140 97,279,650
Public service obligation of the functioning of the PRI 36,925,720 35,474,706
Performance of tasks as manager of the PRI 2,078,031 1,956,309
Management and maintenance of housing and buildings that are not part
of the PRI 684,980 340,196
Total 133,300,871 135,050,861

The majority of the SZ-ZGP Group’s net revenues

are generated in the performance of its core

activity, i.e. the renovation of railway lines.

2.3.2.2 Capitalised own products and services
inEUR 2021 2020
Capitalised own products and services 18,071,172 8,683,249

The capitalised own products and services of the
Slovenske zeleznice Group comprise capitalised
costs of labour and materials associated with

the sale of assets and services between Group
companies. The majority of capitalised own
products and services relate to major repairs

of rolling stock, and replacement parts for

locomotives, passenger multiple units, and freight
and passenger wagons. The volume of work in this
segment was significantly greater in 2021, as the
COVID-19 epidemic caused a decline in passenger
and freight transport and thus a drop in major
repairs of rolling stock and replacements of parts
for such vehicles.
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2.3.2.3 Other operating revenues

in EUR 2021 2020
Revenues from the discharge of the public service obligation
of passenger transport by rail 79,353,399 70,020,177
Revenue from state aid - COVID-19 1,052,993 18,649,980
Compensation and fines 19,951,242 15,241,083
® of which accrued revenues from the maintenance of PRI lines

(traffic disruptions) 15,380,593 13,727,678
Revenues from assigned contributions for the employment of disabled
persons 4,815,251 4,360,060
Revenue from other subsidies 565,858 724,286
Revenues from the reversal of provisions 603,315 7,695,789
Revenues from the sale of property, plant and equipment, and the
revaluation of receivables and liabilities 3,747,436 2,923,298
Otherrevenues 184,956 86,207
Total 110,274,450 119,700,880
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2.3.2.4 Costs of goods, materials and services

inEUR

2021

2020

Historical cost of goods sold and costs of materials used

2,119,144

214,216,342

2,103,808

200,843,869
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The costs of goods, materials and services comprise:

in EUR

Consolidated 2021

Consolidated 2020

Slovenske zeleznice, d. 0. 0.

6,817,758

214,216,342

6,728,500

200,843,869

The most significant energy costs comprise the
electricity and other fuels used to drive rolling stock
in the amount of EUR 26,669,111 (EUR 22,526,139

The largest item amongst costs of services are the
costs of services associated with the manufacture
of products and provision of services, which

in 2020). include the costs of others (external contractors)
in the performance of Group companies’ activities.
Almost the entire amount of the aforementioned
costs arose at the following entities:
inEUR Consolidated 2021 Consolidated 2020
SZ-VIT,d.o.o0. 3,275,386 3,327,988
SZ-ZIP Group 6,633,256 3,949,370
SZ-7GP Group 15,124,356 27179,614
Fersped,d.o.o 12,345,696 9,912,780
VV-LOG,d.o.o 2,641,013 1,212,547
Total 40,019,707 45,582,299
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Costs of auditor

in EUR 2021 2020
Auditing of financial statements 130,128 123,908
® separate financial statements of the Slovenske zeleznice
Group companies 120,828 114,608
® consolidated financial statements of Slovenske zeleznice
Group companies 9,300 9,300
Other assurance services 9,220 7,220
Total 139,348 131,128
2.3.2.5 Labour costs
in EUR 2021 2020
Costs of wages and salaries 167,467,582 164,373,079
Pensioninsurance costs 22,259,652 23,337,358
Other social security costs 12,339,576 13,470,442
Other labour costs 34,494,480 67,098,731
® reimbursements 17,940,261 15,682,040
® annual leave allowance 13,235,793 9,799,347
® termination benefits 221,142 37,799,239
® provisions for jubilee benefits and termination benefits
(actuarial calculation) 2,844,247 1,610,781
® crisis bonus (COVID-19 measure) 0 2,051,666
® other costs 253,037 155,658
Total 236,561,290 268,279,610
In accordance with the Agreement of 22 December 2021,
the costs of accrued and paid performance-based pay for
2021in the amount of EUR 5,364,136 are also disclosed
under the costs of wages and salaries and the costs of
pension insurance and social security.
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2.3.2.6 Write-downs Finance income from participating interests is of a foreign-currency loan in the amount of
accounted for by participation in the profit of EUR1,729,126.
inEUR 2021 2020 associates and other companies in the amount of Finance income from operating receivables
Amortisation of intangible assets and depreciation of property, plant and EUR1,619,133 (EUR 671,674 in 2020) and income N - -
, . . ) primarily comprises default interest on current
equipment 42,815,848 39,071,281 from the increase in investment in EUROFIMA . .
----------- based luation of EUR 50.291 receivables in the amount of EUR 49,888
Depreciationofright-of-useassets | ... 68%65% 6,204,716 asedonvaiuation© S (EUR 67,963 in 2020) and revenues from the
Opgrating expenses for intangible assets and property, plant and Finance income from loans mostly relates to revaluation of operating receivables/liabilities in
saquioment el o08883) 237,343 interest on loans for purchase of apartments the amount of EUR 46,245 (EUR 102,932 in
Operating expenses for working capital 5,665,707 2,043,409 in the amount of EUR 77,283 (EUR 70,910 in 2020).In 2020, finance income from operating
_____ o revaluatlonoflnventorles 2182999 1614477 2020).1n 2020, finance income also includes receivables also includes revenues from the
TTTTTTTTTITTmmmeemsmoeeees 1t exchange rate differences arising on repayment elimination of discount totalling EUR 590,412.
® revaluation of receivables 2,837,318 398,598
® write-downs of other assets 645,390 30,334
Total 55,647,034 47,556,749 2.3.2.9 Finance costs
in EUR 2021 2020
2.3.2.7 Other operating expenses i . . ) . .
Finance costs from impairments and write-downs of financial assets
) at other companies 733,877
in EUR 2021 2020
. ) Finance costs from impairments and write-offs of financial assets 733,877 0
Fees for the use of building land, and other taxes and levies 1,243,616 1,286,907 e e e e
"""""""""""""""""""""""""""""""""""" Finance costs from bank loans 1,773,429 1,685,111
Accrued costs for damages due to the closure of lines 112,557 1,823,210
e et Finance costs from leases 474,060 575,869
Fines and compensation for damageincurred by legaland natural | | oo
persons 243,695 856,727 Finance costs from other financial liabilities 256,569 2,575,631
Scholarships and awards for pupils and students on compulsory job Total finance costs from financial liabilities 2,504,058 4,836,611
training 156,283 71,863 ettt Aol et I
--------------------------------------------------------------------------------------------------------------------------------------------- Finance costs from trade payables and liabilities from bills of exchange 58,770 191,522
Donations (for sporting, cultural and humanitarian activities) 250,011 247149 e e
--------------------------------------------------------------------------------------------------------------------------------------------- Finance costs from other operating liabilities 82,714 174,599
Reimbursement of the PDIl for ensuring the rights of Slovenske (| T B e e
Zeleznice, d. 0. 0.'s workers who performed work in organisational units TotaIflnancecostsfromoperatlngIlabllltles 4484 366,121
in the territory of the Republic of Croatia 91,380 90,171 Total 3.379.419 5.202.732
Other expenses 177,071 416,281
Total 2,274,613 4,792,308
Finance costs from the financial liabilities and A significant decrease in finance costs in 2021 arises
impairment of financial for the most part comprise: from derivative financial instruments (FX Forward),
2.3.2.8 Finance income . . namely EUR 1,775,857 in 2020, and EUR 0 in 2021.
® interest onloans from banks in the amount of
in EUR 2021 2020 EUR1,773,429 (EUR 1,685,111in 2020);
Finance income from participating interests in associates 1,591,893 629,419 ® interest as the result of an actuarial calculation
Finance income from participating interests in other companies 77531 42,255 !n ’;hc)eQ%r;wount of EUR 238,122 (EUR 377,849
--------------------------------------------------------------------------------------------------------------------------------------------- N ;
Total finance income from participating interests 1,669,424 671,674
""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""" ® interest onleasesinthe amount of EUR 474,060
Finance income from loans to others 100,858 1,854,527 i ’
--------------------------------------------------------------------------------------------------------------------------------------------- (EUR575,869in 2020);
Total finance income from loans granted 100,858 1,854,527
TTTTTTTTTmmmm s s T e s ® costs arising onimpairment of the investment
Finance income from other operating receivables 96,133 791,032 . . .
............................................................................................................................................. in Terme Olimia based on a valuation made by a
Total finance income from operating receivables 96,133 791,032 certified valuer in the amount of EUR 733,877.
Total 1,866,415 3,317,233
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2.3.2.10 Corporate income tax

in EUR 2021 2020
Current tax 3,828,696 3,029,311
Deferredtax 563506  -37681
Totalcorporateincometax | 3265190 2,091,630
Pre-taxproft 32585728| - 13,911,097
Taxcaloulatedatefiective taxrate | 7408453 2979550
Taxfromdecreaseinrevenues | 865382| 1106,602
Taxfromdecreaseinexpenses | 1747010 1355129
Taxfromincreaseinexpenses © sest2| 34320
Taxfromchangentaxbase - eeses| 9,695
Taxfromtaxalowances | 4508613) -3109,659
Taxoredts 200606 3035518
Totalcorporateincometax ~ 32e5M01| 2,091,630
Effectivetaxrate | oo2| 2151

The valid corporate income tax rate was 19% in
Sloveniain 2021and 2020, while tax rates for the
Group range from 10% to 19%.
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2.3.3 Related party transactions

Gross earnings of groups of persons

in EUR 2021 2020
Management Board of the parent company 386,939 373,076
‘SupervisoryBoardof the parentcompany | 181133] 155390
‘External members of the committees of the parentcompany's | |
Supervisory Board 10,616 9,338
‘Managementboardsof subsidiaries | 1534397| 1579029
‘Supervisoryboards of subsidaries | 1208 92717
External members of the committees of subsidiaries'supervisoryboards | 0594 2984
Groupemployeesunderindividual contracts | 7893987| 7524751
Total 10173964| 9,739,285

The earnings of members of the parent company’s

Management Board and the directors of
subsidiaries include wages, bonuses and any
other earnings.

The earnings of supervisory bodies comprise
gross earnings from payments for the performance
of positions on supervisory boards and the
committees thereof, session fees, fringe benefits

and the reimbursement of costs.
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Earnings of the Management Board during the 2021 financial year — Slovenske Zeleznice Group

Name and surname/ Variable remuneration - gross
company Repayment of
Fixed remuneration | Based on quantitative Based on qualitative previously paid
Position -gross criteria criteria Total Deferred remuneration Termination benefits Fringe benefits bonuses (clawback) Total (gross) Total (net)
1 2 3 4 5 (1t06)
Controlling company Slovenske Zeleznice,d.0.0.
‘DusanMes | DirectorGeneral | we9s2] ol o] o e ol sag8] o] 135470 6512
TomazKraskovic |1 Memberofthe | | |
Management Board
(Director) 120,558 3,164 123,722 63,986
S wrmar|  errea
...seeess]  1ee8e2
S i7946] 60883
T 88335| 51504
zosm]  meer
el el el el el el el el s seser.
T osois| 54,235
T 84435 51002
o measol  os2sT
roses| 56,239
 aam| 50986
2o0%07| 107205
 moss| 55487
S ot00| 48803
s8] 104290
 Twmom]  seen
 ses03| 49715
.. twse]  106g8s
Director (danuary- | |
15 February 2021) 0 0 0 0 0 0 0 0 0
“DeanPersic | Director (BFebruary | | [
- 31December 2021) 82,309 0 0 0 0 0 4,649 86,958 44,640
Total | 82300| o o o g 4,649  se9ss|  4apa0
WALOG,do.o.
‘DeanPersic [pirector T ogs2| o] o] o of 2] o] 0954 5416
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Name and surname/ Variable remuneration - gross
company Repayment of
Fixed remuneration | Based on quantitative Based on qualitative previously paid
Position - gross criteria criteria Total Deferred remuneration | Termination benefits Fringe benefits bonuses (clawback) Total (gross) Total (net)
1 2 3 4 5 6 (1t06)

Prometniinstitut,d.o.0.
PeterVerlic [Director [ saors| o] o] o] o] soos| ol sros4| 48,519
SZZelezniskatiskarna,d.d.
MajdaZeleznik [pirector [ setet| o] o] o g ol 2ot o] ses82| 34695
SZZGRA.A.
‘DusanMes | Director (tJanuary— | | [

22 June 2021) 0 0 0 0 0 0 0 0 0 0
AntonZagar | Director(23June-31 | | e

December 2021) 54,640 0 0 0 0 0 5,723 0 60,363 27,493
“PavelPiskur | WorkersDirector | i ssg20| o] o o ol  zasr| ol o32ee| 45402
Total | woges| o ol o ol ol wmeo| ol 53649 72,895
KamnolomVerd,d.o.o.
MatiazKomprej [Director [ mes| o] o] o] of o] ol 80051 45179
SZZGPPodgorica,d.0.0.
e () DO - A ) K 1 ) T ) A B I | B Y
N N ) B Y T ) I Y T Y B | DO MY
Otheremployeesonindividualcontracts |  78188t8] o] of o] of of e of 7893987 4696072
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Earnings of the Management Board during the 2020 financial year - Slovenske Zeleznice Group

Name and surname/
company

Position

Variable remuneration - gross

Fixed remuneration
- gross

Based on quantitative
criteria

Based on qualitative
criteria

Deferred remuneration

Termination benefits

Fringe benefits

Repayment of
previously paid
bonuses (clawback)

Total (gross)

Total (net)

Tomaz Kraskovic

Director General
(1January to 23 March
2020 and 24 March to
31December 2020)

Member of the
Management Board
(1January to 1 April
2020and 2 Aprilto
31December 2020)
(Director)

Workers'’ Director
(1January to
19 January 2020)

Workers’ Director
(20 January to
31December 2020)

Director

Workers’ Director
(1January to
1February 2020 and
1February 2020 to
31December 2020)

116,780

(1to6)

120,390
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Name and surname/
company

Position

Fixed remuneration
-gross

Variable remuneration - gross

Based on quantitative
criteria

Based on qualitative
criteria

Deferred remuneration

Termination benefits

Fringe benefits

Repayment of
previously paid
bonuses (clawback)

Total (gross)

Total (net)

6

(1to6)

Director (1January to
31March 2020)

Director (1January to
20 September 2020
and 21September to
31December 2020)

Director (1January to
31August 2020)

Director (1September
to 31December 2020)

Director (1January to
23 November 2020)

Director
(23 November to
31December 2020)

Workers’ Director
(1January to

8 November 2020
and 9 November to
31December 2020)

I Director

Other employees on individual contracts

40,716
6,072

4,495,429
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Remuneration of Supervisory Board members in 2021

Name and surname/company Position Gross annual wages for Gross annual attendance fees Fringe benefits Total (gross) Total (net) Travel expenses
performance of position for Supervisory Board and
committee meetings
1 2 3 (1to3)

Slovenske Zeleznice, d. 0. 0.
Aleksander Mervar Member and Chairman of the Supervisory Board 15,450 3,960 151 19,561 14,076 0
Franci Matoz Member and Deputy Chairman of the Supervisory Board, member and Chair-

man of the HR Committee 15,192 4,840 151 20,183 14,529 0
Aleksander Nagode Member of the Supervisory Board, member of the Audit Committee, member

of the Strategic Investments Committee 15,450 6,435 151 22,036 15,876 0]
Melita Malgaj Member of the Supervisory Board, member of the Audit Committee, Chair of

the Audit Committee 14,162 6,380 151 20,693 14,899 0
Gabrijel Skof Member of the Supervisory Board, member of the HR Committee, member of

the Strategic Investments Committee 15,450 6,435 151 22,036 15,876 0
Boris Markoci¢ Member of the Supervisory Board, member and Chair of the Strategic Invest-

ments Committee, member of the Audit Committee 15,450 6,435 151 22,036 15,876 0
Silvo Berdajs Member and employee representative of the Supervisory Board, member of

the Audit Committee and member of the Strategic Investments Committee 15,450 6,435 151 22,036 15,876 0
Zlatko Ratej Member and employee representative of the Supervisory Board, member of

the HR Committee 12,875 5,115 151 18,141 13,043 0]
Joze Pav§ek Member and employee representative of the Supervisory Board 10,300 3,960 151 14,411 10,330 0]
Barbara Nose External member of the Audit Committee 8,240 2,376 0 10,616 7,721 0
Total 138,019 52,371 1,359 191,749 138,102 (o]
SZ-Infrastruktura, d. 0.0
Urska Grmek Member and Chairwoman of the Supervisory Board 15,450 4,565 151 20,166 14,516 0
Matjaz Trontelj Member and Deputy Chair of the Supervisory Board, member and Chairman

of the Audit Committee 11,942 4,785 151 16,878 12,124 0
Milorad Sljivi¢ Member and employee representative of the Supervisory Board, member of

the Audit Committee 10,708 4,785 151 15,644 1,227
BarbaraNose External member of the Audit Committee 1,305 220 0 1,525 1,109
Total 39,405 14,355 453 54,213 38,976
SZ-ZGP Ljubljana, d.d.
Gorazd Podbevsek Chairman of the Supervisory Board and member of the aAudit Committee 18,025 1,760 151 19,936 14,349 0
DusanMes Member and Deputy Chairman of the Supervisory Board, member of the

Audit Committee 5,885 990 151 7,026 4,978
Nina Marin Member of the Supervisory Board, member and Chair of the Audit Committee 13,893 1,980 151 16,024 11,503
Silvo Berdajs Member and employee representative of the Supervisory Board, and member

of the Audit Committee 12,875 2,200 151 15,226 10,923 0
Stanislav Debeljak Member of the Supervisory Board and member of the Audit Committee (14

October - 31 December 2021) 0
Marjeta Mlinar External member of the Audit Committee (1 January - 16 March 2021) 0
BarbaraNose 0
Total (o]
SZ-Zelezniska tiskarna Ljubljana, d.d
Bostjan Koren 0
Martina Resnik Member and Deputy Chair of the Supervisory Board

(1January - 24 August 2021) 0 81 81 162 55 0
Daniel Vasiljevic¢ Member of the Supervisory Board (24 August - 31 December 2021) 0 81 70 151 55 0
Miran Parkelj Member and employee representative of the Supervisory Board 0 242 151 393 165 0
Total (o] 727 453 1,180 499 (o]

240 241



Name and surname/company

Position

Gross annual wages for
performance of position

Gross annual attendance fees
for Supervisory Board and
committee meetings

Fringe benefits

Total (gross)

Total (net)

Travel expenses

Member and Chairman of the Supervisory Board
(28 September - 31 December 2021)

Member of the Supervisory Board, Deputy Chair
(28 September - 31 December 2021)

Member and employee representative of the Supervisory Board, member of
the Audit Committee (11 August - 31 December 2021)

Member and Chairman of the Supervisory Board
(28 September - 31 December 2021)

Member of the Supervisory Board, Deputy Chair
(28 September - 31 December 2021)

Member and employee representative of the Supervisory Board, member of
the Audit Committee (11 August - 31 December 2021)

External member of the Audit Committee

(1t03)

Sergej Grmek

Pavel Piskur

Total

Member and Chairman of the Supervisory Board
(28 September - 31 December 2021)

Member of the Supervisory Board, Deputy Chair
(28 September - 31 December 2021)

Member and employee representative of the Supervisory Board, member of
the Audit Committee (18 August — 31 December 2021)

Member and Chairman of the Supervisory Board
(28 September - 31 December 2021)

Member of the Supervisory Board, Deputy Chair
(28 September - 31 December 2021)

Member and employee representative of the Supervisory Board, member of
the Audit Committee (11 August - 31 December 2021)

Member and Chairman of the Supervisory Board
(28 September — 31 December 2021)

Member of the Supervisory Board, Deputy Chair
(28 September - 31 December 2021)

Member and employee representative of the Supervisory Board, member of
the Audit Committee (11 August - 31 December 2021)

Member and Chairman of the Supervisory Board
(18 February - 31 December 2021)

Member and Deputy Chairman of the Supervisory Board
(18 February - 31 December 2021)

Member and employee representative of the Supervisory Board
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Remuneration of Supervisory Board members in 2020

Name and surname/company

Gross annual wages for

Gross annual attendance fees for Supervisory Board and

Position performance of position committee meetings Fringe benefits Total (gross) Total (net) Travel expenses
1 2 3 (1t03)

Slovenske Zeleznice, d. 0. 0.
Bojan Brank Member and Chairman of the Supervisory Board, and member of the HR

committee (1January to 6 June 2020) 6,459 1,669 22 8,150 5,925 27
Igor Janez Zajec Member of the Supervisory Board and member of the HR committee

(1January to 26 February 2020) 2,146 396 10 2,552 1,846 0]
Aleksander Nagode Member and Deputy Chairman of the Supervisory Board

(until 28 September 2020), and member of the audit committee and

strategic investments committee (28 September to 31 December 2020) 13,261 5,682 44 18,987 13,765 0
TanjaBolte Member of the Supervisory Board, member of the audit committee

(1January to 26 August 2020) 7,445 2,689 32 10,166 7,362 0
Aleksander Mervar Member and Chairman of the Supervisory Board (7 August to

31December 2020), member and chair of the audit committee

(1January to 7 August 2020) and member of the HR committee

(7 August to 28 September 2020) 13,989 4,835 44 18,868 13,679 0
Adam Vengust Member of the Supervisory Board and chair of the HR committee

(1January to 26 August 2020) 8,189 2,560 32 10,781 8,002 265
Melita Malgaj Member of the Supervisory Board and chair of the audit committee

(12 June to 31 December 2020) 7,241 3,982 21 11,244 8,156 0
Gabrijel Skof Member of the Supervisory Board, and member of the HR committee and

strategic investments committee (27 August to 31 December 2019) 4,902 3,168 12 8,082 5,866 0
Boris Markocic¢ Member of the Supervisory Board (27 August to 31 December 2020),

member of the audit committee and member and chair of the strategic

investments committee (28 September to 31 December 2020) 5,235 2,992 12 8,239 5,980 0
FranciMatoz Member and Deputy Chairman of the Supervisory Board (27 August to

31December 2020), and member and chair of the HR committee

(28 September to 31 December 2020) 4,836 2,948 12 7,796 5,658 0
Silvo Berdajs Member and employee representative of the Supervisory Board,

member of the audit committee and strategic investments committee 12,574 5,902 44 18,520 13,426 0
Zlatko Ratej Member and employee representative of the Supervisory Board,

member of the HR committee 11,909 6,003 44 17,956 13,016
Joze Pavsek Member and employee representative of the Supervisory Board 9,527 4,186 44 13,757 9,961
Barbara Nose External member of the audit committee 7,622 1,716 0 9,338 6,791
Total 115,335 48,728 373 164,436 119,433 292
SZ-Infrastruktura, d. 0.0
Matej Cepeljnik Member and Deputy Chairman of the Supervisory Board, Chairman of

the Supervisory Board (1 January to 23 July 2020) 6,009 1,551 23 7,583 5,492
Anita Gorsek Member of the Supervisory Board (1 January to 23 July 2020) 5,447 1,826 28 7,301 5,282
Urska Grmek Member and Chairwoman of the Supervisory Board

(24 July to 31 December 2020) 6,659 2,255 16 8,930 6,479 0
Matjaz Trontelj Member and Deputy Chairman of the Supervisory Board

(24 July to 31 December 2020) 4,942 2,255 16 7,213 5,230 0
Silvo Berdajs Member and employee representative of the Supervisory Board

(1January to 7 February 2020) 1,066 495 7 1,568 1,133 0
Milorad Sljivié Member and employee representative of the Supervisory Board

(18 February to 31 December 2020) 8,166 3,586 35 1,787 8,538 0
Total 32,289 11,968 125 44,382 32,154
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Name and surname/company Gross annual wages for performance of Gross annual attendance fees for Supervisory Board and

Position position committee meetings Fringe benefits Total (gross) Total (net) Travel expenses

1 2 3 (1t03)

SZ-ZGP Ljubljana, d.d.
Gorazd Podbevsek Chairman of the Supervisory Board and member of the

audit committee 16,005 1,969 44 18,018 13,061 0
Dusan Mes Member and Deputy Chairman of the Supervisory Board,

member and chair of the audit committee 1,752 1,694 42 13,488 9,768 0
Nina Marin Member of the Supervisory Board, member of the Audit

Committee (17 November - 31 December 2020), Chair of

the Audit Committee (30 December - 31 December 2020) 1,502 275 2 1,779 1,292 0
Silvo Berdajs Member and employee representative of the Supervisory

Board, and member of the audit committee 11,909 1,969 44 13,922 10,082
Marjeta Mlinar External member of the audit committee 4,764 220 0 4,984 3,625
Total 45,932 6,127 132 52,191 37,828
SZ-Zelezniska tiskarna Ljubljana, d.d
Bostjan Koren Chairman of the Supervisory Board 0 431 44 475 301 0
Martina Resnik Member and Deputy Chairwoman of the Supervisory

Board 0 242 44 286 164 0
Miran Parkelj Member and employee representative of the Supervisory

Board 323 44 367 223
Total 996 132 1,128 688
Total 193,556 I 67,819 I 762 I 262,137 I 190,103 I 292
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Companies of the Slovenske Zeleznice Group

Transactions with subsidiaries are excluded from the financial
statements of the Slovenske zeleznice Group during consolidation.
Transactions with associates are presented below:

in EUR Sales Purchases

2021
Adriakombi,d.o.0, Liublana | 16333189| 257843
TermeOlmiadd. | ol 47739
cKTzdd,zageb | 20645 80886
Total 16,356,42| 386,468
2020
Adriakombi,d.o.0,Ljublana |  16802647| 287796
TermeOlmiadd. | ooo| 42587
cKTzdd,zageb | »e3s| 12748
Total 16958950 343131
Sales transactions with the associates Adria Kombi, d. 0. 0., Ljubljana
and CKTZ,d.d., Zagreb relate to rail freight transport services.

in EUR Customers Suppliers

Balance as at 31 December 2021
Adriakombid 0.0, Ljublana | si85t6| 19,669
TermeOlmiadd. | ol 47158
CKTZd.d,Zagreb | 1m4| 13,306
Total 1 sy 80,133
‘Balanceasat31December2020 | |
Adriakombi,d.o.0, Liublagna | 1021422|  92n
TermeOlmiadd. | ol 0
CKTz,dd,zageb | ol 4836
Total | 1001422 14,047
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Transactions with the government

Slovenske zeleznice, d. 0. 0., is 100% owned by

the Republic of Slovenia. The company did not
transact directly with the Republic of Sloveniain
2021and 2020, except in connection with ordinary
transactions that are not disclosed separately.
These include the payment of all taxes. The same
applies to other Group companies.

e SZ-Infrastruktura, d. 0. 0.,

An explanation is given below.

Only the following companies of the Slovenske
zeleznice Group transacted directly with
the government:

e SZ-Potniskipromet, d.o. 0., and

e S7-Zeleznisko gradbeno podijetje Ljubljana, d. d.

Revenues from transactions between the government and the subsidiary SZ-Infrastruktura, d. o. o.

in EUR 2021 2020
Public service obligation of the maintenance of the PRI 93,612,140 97,279,650
Public service obligation of traffic control 36,925,720 35,474,706
Performance of tasks as manager of the PRI 2,078,031 1,956,309
Management and maintenance of housing and buildings that are not part
of the PRI 684,980 340,196
Total 133,300,871 135,050,861

Transactions are executed on the basis of the

Agreement on the provision of services by the

manager of the public rail infrastructure for the

period 2021-2030 and annexes 1and 2 to that

Agreement for services rendered between

1January and 31 December 2021.
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Revenues from transactions between the government and the subsidiary SZ-Potniski promet, d. 0. o.

in EUR 2021 2020
Revenues from the discharge of the public service obligation
provision of passenger transport 79,353,399 70,080,177

Based on the Agreement on the discharge of the
public service obligation (PSO) in the inland and
cross-border regional transport of passengers
by rail for the period 2017-2031, annex no. 5 to
that agreement for the period from 1 January

to 31December 2021 and amendments to the
aforementioned agreement concluded with the
Slovenian government, the company received
net compensation of EUR 62,357,488 for
services rendered in 2021in connection with

train kilometres travelled to cover a portion of

the costs associated with the discharge of the
PSO in accordance with the applicable timetable
and obligations under the tariff, as well as other
compensation in the amount of EUR 16,995,911
for the discharge of the PSO. That compensation
entails a subsidy linked to the price of services,
which includes value-added tax in the amount of
9.5%. Revenues are therefore disclosed in the net
amount of compensation.

Revenues from transactions between the government and the subsidiary SZ-ZGP Ljubljana, d. 0. o.

in EUR 2021 2020
Provision of constructions services for:

e Ministry of Infrastructure of the Republic of Slovenia | 19989703 26,545,268
e Municipalites | ol 0
Total 19,989,703 - 26,545,268

Transactions with the associates of the owner

in EUR 31December2021| 31December 2020
Balance of current trade and other operating receivables 2,241,702 1,849,468
‘Balance of current trade and other operating liabiities | 2615651 1597919
in EUR 2021 2020
Revenues 10,964,779 9,848,993
Expensesfcost) | 28134004] 12350980

The disclosure of transactions with associates

of the owner includes companies in the portfolio
of SDH, d. d., in which the participating interest of
the Republic of Slovenia and SDH, d. d., is greater
than 20%.
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2.3.4 Events after the accounting period

Based on the implementation of the Investment
and Shareholder’s Agreement concluded
between Slovenske zeleznice, d. 0.0.,and EP
Logistics International, a. s., the capital increase
of SZ EP Logistika, d. 0. 0., was entered in the
Court Register on 13 January 2022, on the basis
of which Slovenske zeleznice, d. 0. 0., retained a
51% ownership stake in SZ EP Logistika, d. 0. 0.,
while the member EP Logistics International,
a.s.,acquired a 49% stake in SZ EP Logistika,
d.o.o0.Thisentry in the Court Register marked
the completion of the procedure of the entry

of the strategic partner into SZ-TP, d. 0. 0., and
Fersped, d.o.o.

A military conflict started in Ukraine in February
2022, and the consequences related to it are
described in the introduction to the business
section of this report.

On1April 2022, SZ-Infrastruktura, d. 0. 0.,
concluded annex 4 to the Agreement on the
provision of services by the manager of the public
railinfrastructure for the period from 1 January
2021to 31 December 2030 with the contracting
authority, i.e. the Government of the Repubilic of
Slovenia. The annex specifies the approximate
contract value, the scope of services provided

by the manager in 2022 and the projected
composition of funds for financing in this period.
As part of the compensation for the performance
of PSO tasks involving PRI maintenance, the annex
also lays down the funds for financing the purchase
of new machinery to perform the PSO tasks of

PRI maintenance in accordance with Article 14 of
the Agreement on the provision of services by the
manager of the public rail infrastructure for the
period from 1January 2021to 31 December 2030.

On 6 April 2022, the Management Board of
Slovenski drzavni holding, d. d. passed aresolution
to increase the capital of Slovenske Zeleznice,
d.o.o0.through a cash contribution of EUR 150
million, which was transferred on 9 May 2022. The
controlling company Slovenske zeleznice, d. 0. 0.,

must use all the funds to increase the share capital
of SZ-Potniski promet, d. 0. 0. The funds are
earmarked exclusively for the purchase of new
passenger multiple units.

Slovenske Zeleznice, d. 0. 0., and Adventura
Investments, d. 0. 0., signed a sale and purchase
agreementin April 2022, whereby Slovenske
zeleznice will acquire a 50% equity stake in
Nomago, d. o. 0. The transaction has yet to

be approved by the competent competition
protection agencies.

In April 2022, SZ-ZGP, d. d., was served a lawsuit
filed by the Slovenian Infrastructure Agency for

the elimination of defects in construction work

on the public rail infrastructure (upgrades and
reconstructions of lines and railway stations on the
basis of five contracts concluded between
SZ-ZGP,d.d., and the contracting authority) due to
alleged cracks in railway sleepers. The value of the
dispute is estimated at EUR 40 million. According to
certain opinions submitted by the applicant - albeit
not expert opinions - the supplier or manufacturer
is allegedly responsible for the cause of the defects
in the composition of the concrete sleepers,
although SZ-ZGP Ljubljana, d. d., is neither. In view
of the above, the authorised attorney assessed

that the possibility of finding another cause of the
defects in the proceedings was minimal. Since the
defendant did its utmost to verify the adequacy of
the sleepers before installation and further ensured
external control, the attorney estimated that

the possibility of the defence’s objections being
rejected was very small.
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3. FINANCIAL RISKS
WITHIN THE SLOVENSKE
ZELEZNICE GROUP

The financial risks to which the Slovenske
zeleznice Group is exposed include interest rate
risk, currency risk, liquidity risk and credit risk.
Exposure to financial risks is monitored monthly,
while measures to manage those risks are adopted

Interest rate risk

The Slovenske zeleznice Group manages interest
rate risk in accordance with the Policy on the
comprehensive management of risks within

the Slovenske zeleznice Group. The Slovenske
zeleznice Group’s entire loan portfolio comprises
loans raised with a fixed interest rate based on an
underlying agreement. Its exposure to interest-rate
risk is thus minimal.

Financial instruments

continuously. The COVID-19 epidemic did not have
an additional negative effect on financial risks to
which Slovenske Zeleznice Group companies were
exposed in 2021, as the Group adopted measures
in a timely manner to deal with the situation.

inEUR Balance as at 31 December 2021| Balance as at 31 December 2020

® Financial receivables

Net financial instruments

3,000,064 66,601,379
145,000,321 174,481,186
-142,000,257 -107,879,807
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The following instruments are used to hedge
exposure to interest rate risk:

® primarily loans with a fixed interest rate; and

® inpart through current operations, by linking
the interest rates on the Slovenske Zeleznice
Group’s operating receivables to changesiin
the EURIBOR.

Balance of loan liabilities with a fixed interest rate:

in EUR Balance as at 31 December 2021

Balance as at 31 December 2020

Total loans (principal) 130,163,570

153,885,417

The annual effect on pre-tax profit of aone
percentage point change in the reference interest
rate would be positive or negative in the amount
of EUR 46 thousand.
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Currency risk

The Slovenske Zeleznice Group likewise manages
currency risk in accordance with the Policy on

the comprehensive management of risks within
the Slovenske zeleznice Group. The Slovenske
zeleznice Group is less exposed to currency

risk, as the majority of the Group’s transactions
are in euros, while the number of transactions

in other currencies is relatively small and linked
exclusively to transactions with subsidiaries in the
territory of the former Yugoslavia. We assess that

the Slovenske zeleznice Group is not exposed to
major risks in this regard, as the volatility of local
currencies is relatively low, which is evident from
the table below. We manage the majority of such
risks using hedges. Thus, an unfavourable change
in any currency pairing of 10% would not have a
significant impact on the Group’s operating results
(operating results would have been reduced by
amaximum of EUR 236,947 in 2021 and
EUR197,355in 2020).

for EUR1 31December 2021 31December 2020

HRK 75156 75460

RSD 117.44 117.5300

usSDb 10916 12281
254

31December 2021

inEUR EUR HRK RSD usb Total
Cash and cash equivalents 125,797,153 1,112,943 209,286 74,304 127,193,686
Current operating receivables 52,844,019 1,448,858 348,720 45,701 54,687,298
(excluding receivables from the

government) 52,844,019 1,448,858 348,720 45,701 54,687,298
Non-current operating receivables 4,082,179 4,082,179
Current financial receivables 2,238 2,238
Non-current financial receivables 2,997,826 2,997,826
Non-current operating liabilities

(excluding other liabilities) 106,437,565 106,437,565
Current operating liabilities

(excluding liabilities to the state

and employees, and liabilities from

advances) 38,780,341 831,552 9,473 29,315 39,650,681
Non-current financial liabilities 115,584,685 115,584,685
Current financial liabilities 29,415,636 29,415,636
Exposure in the statement of

financial position -104,494,812 1,730,249 548,533 90,690 -102,125,340
31December 2020

inEUR EUR HRK RSD usb Total
Cashand cash equivalents 42,012,656 217,149 238,102 42,467,907
Current operating receivables 52,302,926 3,408,252 172,108 28,225 55,911,511
(excluding receivables from the

government) 52,302,926 3,408,252 172,108 28,225 55,911,511
Non-current operating receivables 129,043,502 129,043,502
Current financial receivables 63,909,002 63,909,002
Non-current financial receivables 2,692,377 2,692,377
Non-current operating liabilities

(excluding other liabilities) 119,251,789 119,251,789
Current operating liabilities

(excluding liabilities to the state

and employees, and liabilities from

advances) 34,222,607 2,047,776 4,067 38,444 36,312,894
Non-current financial liabilities 143,967,255 143,967,255
Current financial liabilities 30,513,931 30,513,931
Exposure in the statement of

financial position -37,995,119 1,577,625 406,143 -10,219 -36,021,570

The Slovenske zeleznice Group’s entire credit
portfolioisin euros. Its credit obligations are thus
not exposed to currency risk.
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Liquidity risk

With the aim of managing liquidity risk, the
Slovenske zeleznice Group implemented a
policy on the regular management of its liquidity
and solvency in 2021. It used that policy for

the daily, monthly and annual monitoring of the
liquidity position of the Group as a whole and

of subsidiaries.

Liquidity risk management requires the
management of such risks by individual category:

® the management of liquidity risk from operations,
which is closely linked to credit risk; and

® the management of liquidity risk from financing,
which represents arisk linked to securing
sufficient financial resources for the Group’s
operations and investments.
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Liquidity risk management is centralised at the
controlling company for all Group companies.

The continuous monitoring of cash flows, the
implementation of the Slovenske zeleznice Group’s
cash management policy (Group companies

have signed a cash-pooling agreement for the
purpose of managing and balancing liquidity
within the Group), and the securing and availability
of the necessary short-term credit lines in the
amount of EUR 60 million ensured that the
liquidity of the Slovenske zeleznice Group was
controlled and ensured in 2021, and that liquidity
risk was well-managed. Current credit lines are
regularly rolled-over.

Maturity breakdown of liabilities:

inEUR Contractual cash flows

Carrying amount | Total contractual FromOto6 From6to12 More than 3

of liabilities obligations months months | From1to 3years years

Non-current borrowings
received 106,934,966 111,977,395 40,075,832 71,901,563
Non-current lease liabilities 8,649,719 10,336,194 7,245,142 3,091,052
Other non-current operating
liabilities 106,437,565 106,437,565 38,329,776 68,107,789
Current borrowings received 23,228,603 25,820,432 12,554,322 13,266,110
Current lease liabilities 6,086,420 6,189,861 3,327,433 2,862,428
Other current financial liabilities 100,613 100,613 100,613
Current operating liabilities
(excluding liabilities to the state
and employees, and liabilities
from advances) 39,650,681 39,650,681 39,650,681
Balance as at
31December 2021 291,088,567 300,512,741 55,633,049 16,128,538 85,650,750 143,100,404
inEUR Contractual cash flows

Carrying amount | Total contractual FromOto6 From6to12 More than 3

of liabilities obligations months months | From1to 3years years

Non-current borrowings
received

Non-current lease liabilities

Other non-current operating

liabilities 119,251,789 119,251,789 38,358,000 80,893,789

Current borrowings received 23,721,847 25,247,144 10,098,858 15,148,286

Current lease liabilities 6,694,563 7,101,987 3,660,714 3,441,273

Other current financial liabilities 97,521 97,521 97,521

Current operating liabilities

(excluding liabilities to the state

and employees, and liabilities

from advances) 36,312,894 36,312,894 36,312,894

Balance as at

31December 2020 330,045,869 339,074,720 50,169,987 18,589,559 114,244,990 156,070,184
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Creditrisk

Data regarding the operations of the banks with
which the Group cooperates are monitored as
part of the credit risk management process. Risk is
further managed by diversifying the placement of
cash at individual banks and by investing cash for
current operations over the short term.

The deteriorating liquidity of partners on the market
requires additional attention when monitoring

their credit ratings and thus the provision of

the appropriate collateral. Investments in the
system for monitoring the credit ratings of the
Group’s partners will reduce credit risk, which

will be reflected in the reduced value of past-

due receivables and more secure operations.

The adverse economic conditions and the
associated increased probability of failure to fulfil
contractually defined obligations by partners
require the company to pay special attention to the
management of credit risks. For this reason, the
credit risk management process actively includes
several departments.

Maturity of trade receivables (gross amount):

Credit risks were appropriately managed in 2021,
and there were no material credit-related events
that had a significant impact on operations. A great
deal of attention is devoted to the development

of a system for monitoring business partners by
means of a credit rating agency based on publicly
accessible information and internal experiences

in operations with those partners (introduction of
the credit management process in the Slovenske
zeleznice Group).

Domestic and foreign customers were verified

in 2021 by a credit rating agency and based on
published information. The operations and financial
position of specific customers were monitored
regularly, as was the Group’s exposure to those
customers. Risk management measures were
adopted as required. Value adjustments are
created for older receivables (see note 2.3.1.12).

4. CAPITAL ADEQUACY
MANAGEMENT

The underlying purpose of capital management is
to ensure capital adequacy, the highest possible
level of financial stability, long-term solvency and
the maximisation of value for the Group’s owners.

Maturity inEUR
As at Non-past-due Adjustments
to the value of Net value of
Past-due Total receivables receivables
up to 30 days 31to90days | 91to 365 days more than
365days
31December
2021 50,024,781 2,866,661 1,320,876 872,805 5,823,366 60,908,489 6,221,191 54,687,298
31December
2020 51,658,553 3,306,924 700,872 649,684 5,824,008 62,140,041 6,228,530 55,911,511

258

in EUR 2021 2020
Non-current financial liabilities 115,584,685 143,967,255
Currentfinancialliabites | 20418636 30,513,931
Totalfinancialliabiites |  145000822| 174481186
Totalequty | 576332485 548,275,424
Debt/equty | o2s| 0.32
Cashandcashequivalents | 17193686 42,467.907
Netfinancialliabiltes | - 7eos636| 132,013,279
Netdebtequity | oo3]  o2a
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5. CARRYING AMOUNT AND
FAIR VALUE OF FINANCIAL
INSTRUMENTS

The table below only includes information
regarding classification to the fair value hierarchy
for assets and financial liabilities measured at fair
value and for which fair value is disclosed.

inEUR

31December 2021

Carrying amount

Fair value

3rdlevel

Non-current financial assets

Investments in shares and participating
interests measured at fair value through
profit or loss that are not quoted ona
regulated market

Trade payables

39,650,681

39,650,681

39,650,681
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inEUR 31December 2020
Carrying amount Fair value Level1 Level 2 3rdlevel

Non-current financial assets

Investments in shares and participating

interests measured at fair value through

profit or loss that are not quoted ona

regulated market 2,093,464 2,093,464 2,093,464

Trade payables

36,312,894

36,312,894

36,312,894

The Slovenske zeleznice Group did not record any transitions between fair value levels in 2021.
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6. FINANCIAL STATEMENTS

OF SLOVENSKE

ZELEZNICE,d.0.o0.

6.1 Statement of financial position

in EUR Balance as at
Note 31December 2021 31December 2020
ASSETS 724,682,411 716,618,928
‘ANon-currentassets | | 500974168 594,207,642
 Intangbleassets | 6611 | 194d9767| 18,202,356
""" Right-of-useassetsinconnecon | 6612 | |
with leases 327,810 405,900
* Property,plantandequipment | 6613 | 13463316| - 13,633,404
*Investmentproperty | 6614 | 43385180| 44920798
*Investmentsinsubsidiaries | 6615 |  433392416| 426810333
*Investmentsinassociates | 6615 | 3079623| 3079623
© Otherfinancialassets | 6615 |  210782| 2090491
© Financialreceivables | 6616 | 7203073 80,744,746
© Operatingreceivables | 6617 | 3a73sl0| 3,659,469
. Deferredtaxassets | 6618 | 325478| 337201
© Othernon-currentassets | 6619 | 732904 384,231
B.Currentassets | | 133708,243| - 122,321,286
 Assetsheldforsale |  eeit0 | siear| 30025
* Financialreceivables | 661t | 3t084710| 68,416,343
 Tradereceivables | 66112 | 10709626| 3755417
© Otheroperatingreceivables | 66113 | 24879387 30973581
""" Receivablesforcorporate | eeid | |
income tax 0 1,235,069
© Cashandcashequivalents | 66115 | 66982573 - 17,910,851
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in EUR Balance as at
Note 31December 2021 31December 2020
EQUITY AND LIABILITIES 724,682,411 716,618,928
AEquty | 66116 |  462782,033| 461,432,745
 Called-wpcapital | | 3s9520921| 350529921
~ Sharepremumaccont | | 5002440 45,002,140
 Legalreserves | | a3gaesrs| 3778009
 Revenuereserves | | 8047 46448165
 Farvalereserves | | -ekme| 535726
 Retanedearnings | | zession| 7210236
1 Netprofitorlossbroughtforward | | 7208207 7210236
""" 2 Undistrbuted netprofitorlossfor | | |
the financial year 679,882 0
‘B.Non-currentliabiltes | | 86786774| 108,792,740
""" Provisionsforjubileebenefitsand | | |
termination benefits 6.6.1.17 2,310,914 2,079,030
© Non-currentdeferredincome | 66117 | 1630 2258
© Financialliabilties | 66118 | 82718750| 103677083
 Leaseliabiiies | 6619 | 28317 348,808
 Operatingliabiltes | 66120 | 1472284 2685561
C.Currentliabiles | | 1wsnseoa| 146,393,443
© Financialliabiltes | 66118 | 68013517 125121428
 Leaselabities | 66119 | s6401| 66,261
© Otheroperatingliabilites | 66120 | 2645505 4,986,948
© Tradepayables | 66121 | 3498181| 16218806

The accounting policies and notes are a constituent part of the financial statements and must be read in connection with them.
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6.2 Statement of profit or loss

in EUR Note 2021 2020
1. Netsalesrevenue 6.6.2.1 21180117 21,354,435
4. Otheroperatingrevenues (includingrevaluation | | |

operating revenues) 6.6.2.2 1,867,399 4777517
5 Costsofgoods, materialsandservices | 6623 | 8132541 7747044
6 Labourcosts | 6624 |  185133M| - 18,718,512
7. Write-downs | 6625 | 3030313| 2082084
8 Otheroperatingexpenses | 6626 | 1454558  13708,850
0. Operatingprofitorloss (1+2+3+4-5-6-7-8) | | 5083,207| 16,124,538
{0 Financeincome | 6627 | 12434541 6,719,034
Al Financecosts | 6628 | 5908190 4,812,238
12.Netfinanceincome/costs (11-12) | | 6,526,351 1,906,796
13.Pre-taxprofitorloss(@+12 | | 1443044 14217742
‘.curenttax || ol 0
5.Deferredtaxes | 6618 | s3] 4,387
16.Corporateincometax | 6629 | ne3| 4,387
17.Netprofitorloss for the accounting period | | 1431331 14,213,355

The accounting policies and notes are a constituent part of the financial statements and must be read in connection with them.

6.3 Statement of other comprehensive income

in EUR Note 2021 2020
Net profit or loss for the accounting period 6.2 1,431,331 -14,213,356
""" ¢ ltemsthatwillnotbe reclassifiedsubsequentty | | |

to profit or loss -82,042 -116,355
e Actueralgansflosses | | -s0e2| 116,355
e Othercomprehensiveincome for financialyear | | 82042| . 116,355
“Total comprehensive income for the reportingperiod | | 1,349,289 14,329,711

The accounting policies and notes are a constituent part of the financial statements and must be read in connection with them.
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6.4 Statement of cash flows

inEUR Note 2021 2020
A. CASHFLOWS FROM OPERATING ACTIVITIES
“a. Netprofitorloss | 62 | 1431331 14213356
Pretaxprofitorloss | 1443044 | apm7a2
~ Corporateincometaxandother taxesnotincluded inoperatingexpenses | | neis| 4386
b, Adustmentsfor | 3807753 - 4,573,926
~ Amortisation/depreciation() | 6625 | A 1942984
 Revaluationoperatingrevenues() | | iesopar| 1,395,103
* Revaluationoperatingexpenses() | . 6625 | si32ss| 139,100
" Finance income, excluding finance income from operatingreceivables () | 6627 | a2432i9| 6,106,760
" Finance costs, excluding finance costs fromoperatingliabilities (#) | 6628 | 5877532  a7aneal
""" Revenuesfromthe acquisition of property, plantandequipmentand | | |
investment property free of charge -11,479 -41,303

c. Changes in net working capital (and provisions and deferred tax assets and
liabilities) from balance sheet operating items

Outflows for the acquisition of financial assets - company foundation SZ-EP
Logistika, d.o. 0.

alculated exchange rate differences from foreign currency assets

y. Opening balance of cash and cash equivalents

17,910,851

2,953,949

The accounting policies and notes are a constituent part of the financial statements and must be read in connection with them.
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6.5 Statement of changes in equity

in the period 1January to 31 December 2021

in EUR Retained earnings
Undistributed
retained earnings
Retained earnings from the financial
Share capital | Share premium account Legal reserves Revenuereserves | Fairvaluereserves | from previous years year Total
Opening balance for the reporting period 359,529,921 45,002,140 3,778,009 46,448,165 -535,727 7,210,236 0 461,432,744
Changes in total comprehensive income
for the reporting period 0 0 0 (0] -80,032 -2,009 1,431,330 1,349,289
® Entry of net profit or loss for the
reporting period 1,431,330 1,431,330
® Actuarial gains/losses -80,032 -2,009 -82,041
Changes in equity 0 0 71,566 679,882 0 0 -751,448 0
® Allocation of a portion of net profit
from the reporting period to other
components of equity pursuant
to resolution of management
and supervisory bodies 71,566 679,882 -751,448 0
Closing balance for the reporting period 359,529,921 45,002,140 3,849,575 47,128,047 -615,759 7,208,227 679,882 462,782,033
in the period 1January to 31 December 2020
in EUR Retained earnings
Undistributed
retained earnings
Retained earnings from the financial
Share capital | Share premium account Legal reserves Revenuereserves | Fairvaluereserves | from previous years year Total
Opening balance for the reporting period 359,529,921 45,002,140 3,778,009 46,448,165 -420,530 13,251,753 8,172,997 475,762,455
Changes in total comprehensive income
for the reporting period 0 0 0 0 -115,197 -1,158 -14,213,356 -14,329,711
® Entry of net profit or loss for the
reporting period -14,213,356 -14,213,356
® Actuarial gains/losses -115,197 -1,158 -116,355
Changes in equity (0] (0] o (0] o -6,040,359 6,040,359 (0]
® Allocation of a portion of net profit
from the reporting period to other
components of equity pursuant
to resolution of management
and supervisory bodies 8,172,997 -8,172,997 0
® Coverage of loss as equity
deductionitem -14,213,356 14,213,356 0
Closing balance for the reporting period 359,529,921 45,002,140 3,778,009 46,448,165 -535,727 7,210,236 0 461,432,744

The accounting policies and notes are a constituent part of the financial statements and must be read in connection with them.
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Distributable profit

in EUR 31December 2021 31December 2020
Mandatory use of net profit
Netproft(os) | 1a3130| 14,213,356
Coverageofnetlossbroughtforward | of 14,213.356
Creationoflegalreserves | 7ise6| 0
Netprofitorloss followingmandatory | |
use 1,359,764
Creationofotherprofitreserves | - 679882 o0
Determination of distributableprofit | |
Netproft | eros82| 0
Netprofitorlossbroughtforward | 7208227 7210236
Distributableprofit | zg8s100| 7,210,236

Pursuant to the resolution of the Management
Board of Slovenske Zeleznice, d. 0. 0., dated
1April 2022, a portion of the company’s net
profit for 2021in the amount of EUR 71,566.53
was used for the creation of legal reserves,
while a portion in the amount of EUR 679,882.01
was used for the creation of other revenue
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reserves. A portion of net profit in the amount

of EUR 679,882.01 remains undistributed. The
Management Board of Slovenske Zeleznice d. 0. 0.,
proposed that distributable profit in the amount

of EUR 7,888,108.49 as at 31 December 2021

remain undistributed.

6.6 Notes to the financial statements

6.6.1 Notes to the statement of financial position

6.6.1.1Intangible assets

in EUR 31December 2021 31December 2020
Long-term property rights 19,449,767 18,222,356
Total 19,449,767 18,222,356
Intangible assets comprise licences and software.
Changes to intangible assets
inEUR Long-term property | Otherintangible assets Non-current deferred
rights in acquisition development costs Total
Historical cost
Bolanceasatidanuary2020 [ wseiose|  demal  weess| 14716833
Acquisitions 1519198 556,008 2,075,206
‘Wite-downs | 73227 o o 733,227
Transfers fromproperty,plantandequip- | | |
ment 5,768,975 1,205,239 0 6,974,214
‘Balanceasat31December2020 | 21095982|  1soz3el| - 120683 23,033,025
‘BalanceasatiJanuary2021 | 21005982|  1soz3el| - 120683 23,033,025
CAcquisitons | 999840 1879 o] 2,827,569
‘Wite-downs | azrasr| o o 427447
‘Balanceasat31December2021 | 21668375 3635000 - 120683 | 25433147
Valveadjustment
‘BalanceasatiJanuary2020 |  a4ee263| o] - 120683 4,792,319
‘Wite-downs | 73227 o o 733227
Amortisaton | zsss| o o 751578
‘Balanceasat31December2020 |  4@so987| o] - 120683 | 4,810,670
‘BalanceasatiJanuary202t |  4eso987|  o| - 120683 . 4,810,670
‘Write-downs | azzadr| o o 427447
Amortisaton | 1600057 ol o 1e00ts7
‘Balanceasat3iDecember2021 |  58s3ee7| o] - 120683 5,983,380
“Camyingamount
CarryingamountasatiJanuary2020 | 9878400  aemal o 9,924,514
Carryingamountas at31December2020 | 6414995 1807361 0| 18,222,356
‘CamyingamountasatiJanuary2021 | - 6414905  1807361| o 18222356
Carryingamountas at31December2021 | 584677 3635000 0| 19449767
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Slovenske zeleznice, d. 0. 0., had commitments
for the purchase of intangible assets in the
amount of EUR 559,422 as at 31 December 2021
(EUR 196,143 as at 31 December 2020).
Slovenske zeleznice, d. 0. 0., has not

pledged intangible assets as collateral.

A total of 16.0% of all intangible assets in use
as at 31 December 2021 have been amortised

in full (that proportion stood at 15.6% as at
31December 2020). That proportionis
calculated taking into account the historical
cost of intangible assets.

A major increase in 2021 comprises investments
in the TIS program - business information
system for transport and logistics in the amount
of EUR 901,844, and BIS digitisation program

in the amount of EUR 362,255.

6.6.1.2 Right-of-use assets in connection with leases

in EUR 31December 2021 31December 2020

Right-of-use assets - buildings 327,040 396,591

Right-of-use assets - equipment 770 9,309

Total 327,810 405,900
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Changes in right-of-use assets

inEUR Buildings | Plant and equipment Total
Historical cost

‘BalanceasatiJanuary2020 | 495892 s83s8| 554,230
ncreases | a9r7| ol  amer7r
Decreases | 49289 3585 52874
‘Balanceasat31December2020 | ass580|  54753| 543333
‘BalanceasatiJanuary2021 | ass580|  s54753| 543333
ncreases | ota67| ol 21467
Decreases | -a22r9| ol  -a2279
‘Balanceasat31December2021 | ae7767| 54753 522,520
Valueadjustment
‘BalanceasatiJanuary2020 | 4932 24070 13392
Decreases | 8o96| ofl 8,096
Depreciaton | s0763| 21374 72136
‘Balanceasat31December2020 |  ot989| 45,443 137432
‘BalanceasatiJanuary2021 |  otes9| 45,443 137432
Decreases | 880 ol 880
Depreciation | sopt9| 8540 58,158
‘Balanceasat31December2021 | 14o727| 53983 194710
Camyingamount
‘BalanceasatiJanuary2020 | 446570 aa268| 480,838
‘Balanceasat31December2020 | - 36501  9310] 405,900
‘BalanceasatiJanuary2021 | | 396591  9310] . 405,900
‘Balanceasat31December2021 | a27040| 70| 327810
The company had liabilities from right-of-use assets in

connection with leases in the amount of EUR 339,588 as at

31December 2021 (EUR 415,068 as at 31 December 2020).

6.6.1.3 Property, plant and equipment

in EUR 31December 2021 31December 2020
Land 4,201,105 4,318,915
‘Buldings | sgeerat| 6,365,219
‘Equpment | 2amsssa| 2304126
Property,plantandequipment inacquiston | 933899| 645144
Total 13463316| 13,633,404
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Changes in property, plant and equipment

inEUR Plant and equipment, Property, plant
andinvestmentsin the and equipment in

Land Buildings assets of others acquisition Total
Historical cost
Balance as at
1January 2020 4,501,663 18,430,021 10,325,797 7,852,259 41,109,740
Acquisitions 16,122 339,708 530,749 -232,902 653,677
Disposals -198,871 -303,761 -343,521 0 -846,153
Transferstointangible
assets 0 0 0 -6,974,214 -6,974,214
Balance as at
31December 2020 4,318,915 18,465,968 10,513,025 645,143 33,943,051
Balance as at
1January 2021 4,318,915 18,465,968 10,513,025 645,143 33,943,051
Acquisitions 0 11,479 696,176 294,005 1,001,660
Disposals -117,810 -188,780 -2,818,807 0 -3,125,397
Write-downs 0 0 0] 5,250 5,250
Balance as at
31December 2021 4,201,105 18,288,667 8,390,395 933,898 31,814,065
Value adjustment
Balance as at
1January 2020 (0] 12,026,765 7,965,476 0 19,992,241
Decreases 0 -201,638 -334,760 0] -536,398
Depreciation 0 275,623 578,182 0] 853,805
Balance as at
31December 2020 (o] 12,100,750 8,208,898 (o] 20,309,648
Balance as at
1January 2021 (o] 12,100,750 8,208,898 (o] 20,309,648
Decreases 0 78,051 -2,778,521 0 -2,856,572
Depreciation 0 273,178 624,495 0 897,673
Balance as at
31December 2021 (o] 12,295,877 6,054,872 (o] 18,350,749
Carrying amount
Balance as at
1January 2020 4,501,663 6,403,256 2,360,321 7,852,259 21,117,499
Balance as at
31December 2020 4,318,915 6,365,219 2,304,126 645,144 13,633,404
Balance as at
1January 2021 4,318,915 6,365,219 2,304,127 645,143 13,633,404
Balance as at
31December 2021 4,201,105 5,992,791 2,335,522 933,898 13,463,316

The company’s moveable property and real
estate were not pledged as guarantees for
long-term loans as at 31 December 2021,
nor at 31 December 2020.

The company had commitments for the
purchase of property, plant and equipment in
the amount of EUR 344,201as at 31 December
2021 (EUR 548,861as at 31 December 2020).

272

A total of 33.1% of all items of property, plant and
equipment inuse as at 31 December 2021 have
been depreciated in full (that proportion stood at
38.1% as at 31 December 2020). That proportion is
calculated taking into account the historical cost of
property, plant and equipment.

6.6.1.4 Investment property

in EUR 31December 2021 31December 2020
Investment property 43,385,180 44,929,798
Total 3385180 44,920,798

Investment property comprises warehouses,

commercial buildings and land that the company

leases to others.

Changes ininvestment property

inEUR Land Buildings Total
Historical cost

‘Balanceasat1January2020 | 36,480,923 - 18,047055| 54,536,977
Acquistors | ol som02| 49102
Disposals | ol 820183 820,183
‘Balanceasat31December2020 | 36,480,923 - w2rs973| 53,765,896
‘Balanceasat1January2021 | 36,489,923 - w2rs973| 53,765,896
Acquistons | 8564 agio2| 66756
Disposals | 1350336| ol . 1350336
‘Balance asat31December2021 | 35158152| 7324065 52,482,317
Valveadjustment
‘BalanceasatiJanuary2020 | of  og3s7sa2| 9357842
Depreciation | ol  2es465| 265465
Disposals | ol 787208 787208
‘Balanceasat31December2020 | o] 8836099 8836099
‘BalanceasatiJanuary2021 | o] 8836099 8836099
Depreciaton | ol 261039| 261039
‘Balanceasat31December2021 | o] o007137| 9,007,137
Camyingamount
‘Balanceasat1January2020 | 36,489,923| 8689213 . 45,179,136
‘Balanceasat31December2020 | 36,489,923 8439,875| 44,920,798
‘BalanceasatiJanuary2021 | 36,480,923 8439,875| 44,920,798
‘Balanceasat31December2021 | 35158052| 8207028 43385180
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The company has not pledged investment property
as collateral.

Slovenske zeleznice, d. 0. 0., generated rental
income of EUR 1,707,308 in 2021 (EUR 1,971,418
in 2020).

The fair value of investment property was
determined with the help of certified real estate
valuers and amounted to EUR 89,189,941 as

at 31 December 2021 (EUR 91,599,686 as at
31December 2020). Decrease in fair value of
investment property in 2021 relates to the sale of

A total of 22.3% of all investment property inuseas  this property.

at 31 December 2021 has been depreciated in full

(19.6% as at 31 December 2020). That proportionis

calculated taking into account the historical cost of

investment property.

6.6.1.5 Non-current financial assets
in EUR 31December 2021 31December 2020
Investments in subsidiaries 433,392,416 426,810,333
Investments in associates 3,079,623 3,079,623
Other financial assets 2,140,782 2,090,491
Total 438,612,821 431,980,447

The company had no non-current financial assets
pledged as guarantees for long-term loans as at
31December 2021, nor at 31 December 2020.
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Changes to non-current financial investments

in EUR Investments Investments Other financial
in subsidiaries in associates assets
Historical cost
BalanceasatiJanuary2020 | 427010279 5609252| 2109969
‘Balanceasat31December2020 | 427010279 5609252| 2109969
‘BalanceasatiJanuary2021 | 427010279| 5609,252| 2109969
‘ElminationofinvestmentsinTovorni | | |
promet,d.o.0.and Fersped,d.o. 0. -70,755,487
‘FoundationofSZERd.00. | 7500 o] o
Non-cashcontributionin | | |
SZ EP Logistika, d. 0. 0. 77130,124 0] 0
\ValuatonofinvestmentinEUROFIMA | of ol 50,291
‘Balanceasat31December2021 | a33ze2at6| 5609,252| 2160260
Valueadjustment
‘Balanceasat1January2020 | - 19,946 2520620 19,478
‘Balanceasat31December2020 | - 199,946 2520620 19,478
‘BalanceasatiJanuary2021 | 199946 2520629 19,478
‘Elminationofinvestmentin | | |
Fersped, d.o.o. -199,946 0 0
‘Balanceasat31December2021 | o] 25262 19,478
Camyingamount
‘Balanceasat1January2020 | . 426,810333] 3079623| 2,090,491
‘Balanceasat31December2020 | . 426810333 3079623| 2,090,491
‘BalanceasatiJanuary2021 | 426810333 3079623 2,090,491
‘Balanceasat31December2021 | a33302416| 3079623 2,140,782
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Participating interests in subsidiaries Information regarding associates as at 31 December 2021

inEUR Parti_cipating* Share capital* Total equity Carrying amount of participating Profit or loss for the year Business nhame Business address Activity Ownership as at Ownership as at
31 Dégt:rzwe;;r o Decenz%% o Dece'%g: nterest of associate of associate 31December 2021 | 31 December 2020
2021 31December 31December 2021 2020 . - .
2021 2020 Terme Olimia, d.d. | ZdraviliSka cesta 24, | Activities of hotels, 23.87% 23.87%
- _ Podcetrtek campgrounds, catering,
SZ-Tovorni promet, yepe
d.o.o. 0 0 0 61,615,541 0 3,269,494 sports facilities and
it Attt Attt Ittt Attt ittt At iinieteiet Attt el Antetiiieieti it health care
SZEP,d.o.0. 100% 5,100,000 77,137,570 77137624 0 54 0 e e e L
SZP """"""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""" Adria Kombi, d. 0. 0., | Tivolska cesta 50, Freight rail transport 33.72% 33.72%
-Potniski promet, . L . .
d.o.o. 100% 285,939,661 331,242,584 288,087,658 288,087,658 12,132,095 13,018,458 Ljubljana Lijubljana
SZ-Infrastruktura,
d.o.o. 100% 15,828,186 28,106,668 17,411,005 17,411,005 6,733,039 2,891,499
‘srVekaintehnka | | Ul in EUR Total equity Profit or loss for the year
d.o.o. ’ 100% 26,068,145 34,509,049 41,718,205 41,718,205 2,936,457 0
------------------------------------------------------------------------------------------------------------------------------------------ 31December| 31December 2021 2020
Prometniinstitut
ij}gnrg,'g%'. g 100% 162,328 712,624 338,846 338,846 113,253 73,802 2021 2020
szzpsorive. | | | Terme Olimia, d. d. 42,928,766 38,886,489 3,890,599 1,242,422
d.o.o. 100% 6,072,597 6,579,434 4,782,426 4,782,426 7522 -2,069 ittt il Al ettt R
------------------------------------------------------------------------------------------------------------------------------------------ Adria Kombi, d. 0. 0., Ljubljana 12,620,474 12,035,144 1,802,421 1,237,732
Fersped, d.o.o. 0 0 0 8,940,000 0 408,727 T o oo smm oo o—msoooooes
SZZGPLJubI]ana """"""""""""""""""""""""""""""""""""""""""""""""""""""""""""""" Total investments in associates 55,549,240 50,921,633 5,693,020 2,480,154
.d. ’ 79.82% 3,152,412 27,448,293 3,388,034 3,388,034 3,566,638 5,576,200
ﬁszkgﬁliﬂfgﬁ;na Balance of investments in associates
d.d. 64.28% 265,160 618,244 528,618 528,618 105,820 -116,479
Total 506,354,466 433,392,416 426,810,333 25.368.086 26.114.632 in EUR 31December 2021 31December 2020
Terme Olimia, d. d. 3,064,172 3,064,172
On 4 October 2021, Slovenske zeleznice, d. 0. 0., The difference between the stated increase Aded """" Lbl """""""""""""""""""""""""""""""""""" 15451 """"""""""""""" ] 5451
- . . - - . . - - mbi, d. 0. 0., n , ,
paid in the founding capital of SZ EP Logistika, in the investment in SZ EP Logistika, d. o. o. T O, O, O, O AN N2
d.o.o.(EUR 7,500), which was enteredinthe Court  (EUR 77,130,124) and the carrying amount Total investments in associates 3,079,623 3,079,623
Register on 5 October 2021. of the non-cash contribution (equity stakes in
. - SZ-Tovorni promet, d. 0. 0.,and Fersped, d. 0. 0. i i
In December 2021, the share capital of SZ EP . b P : ) Other financial assets
L . in the amount of EUR 70,555,541 was disclosed
Logistika, d. 0. 0.,increased by EUR 5,092,500 on . . . . s .
the basis of a non-cash contribution by Slovenske under finance income in the amount of in EUR Participating interest Value of investment
) 31December 2021
EUR 6,574,583 (note 6.6.2.7). 31December 2021 31December 2020

zeleznice, d. 0. 0. (entered in the Court Register on
21December 2021). The equity stakes of Slovenske e EUROFIMA 0.42% 2,084,000 2,033,709
Zeleznice,d.0.0.,in SZ-Tovornipromet, d.0.0. e o T e e

e HIT RAIL 54,439 54,439

(100% equity stake in the amountof e O thh --------- d --------------------------------------------------------------------------------------------------------------------
: ° er shares an

EUB 62,281,124.00) andin Fersped, d. 0. 0. (100% participating interests 2343 0343
equity stake inthe amount of EUR 14,849,000.00) oo oooooosoooosoooooooos
in the total value of EUR 77,130,124.00 were Total 2,140,782 2,090,491
provided as a non-cash contribution. The
difference between the selling value of the equity All other investments in shares and participating of the investment in EUROFIMA was verified by
stakes (EUR 77,130,124) and the corresponding interests are classified as financial assets assessing the value of equity for financial reporting
equity interest in SZ EP Logistika, d. 0. 0. measured at fair value through profit or loss. None purposes. The value of the investment rose by
(EUR 5,092,500) equalling EUR 72,037,624.00 of the shares and participating interests held by EUR 50,291based on the valuation. Other financial
is disclosed under the share premium account Slovenske Zeleznice, d. 0. 0., at the end of 2021 assets are not used as collateral and are free
of SZ EP Logistika, d. 0. 0. are quoted on aregulated market. The fair value from encumbrances.
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6.6.1.6 Non-current financial receivables

in EUR 31December 2021 31December 2020
Non-current financial receivables from Group companies 68,802,070 78,343,743
Othernon-current financial receivables | 2401003| 2401003
Total | ngosor3| 80,744,746

The majority of non-current financial receivables
from Group companies relate to receivables of
Slovenske zeleznice, d. 0. 0., from the subsidiary
SZ-Tovorni promet, d. 0. 0., in the amount of

EUR 66,468,750 (EUR 73,677,083 as at
31December 2020) as the result of non-current
liabilities to banks, for which Slovenske zZeleznice,
d.o.o0.,discloses non-current financial receivables

Changes in non-current financial receivables

from the aforementioned subsidiary. Bank loans in
the amount of EUR 66,468,750 relate to financing
the purchase of rolling stock (note 6.6.1.18).

Thus, other non-current financial receivables only
comprise a non-current financial receivable from
SZ-Zelezniski zdravstveni dom Ljubljana in the
amount of EUR 2,401,003 (the same asin 2020).

in EUR 2021 2020
Balance as at 1 January 80,744,746 130,440,958
eincreases | ol 0
e transfertocurrentporon | -954673|  -50284344
e wite-offsbyresoluon | ol 2280
e reversalofdiscont | ol 590412
‘Balanceasat3iDecember | 71,203,073 . 80,744,746
6.6.1.7 Non-current operating receivables

in EUR 31December 2021 31December 2020
Non-current operating receivables from Group companies 222,250 234,957
Creditsforthepurchase of property | 3251569 3424512
Total 3a73sle| 3,659,469

The company believes that long-term loans for the
purchase of property secured by a mortgage are
not exposed to risks.
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The company did not disclose any receivables from
members of management and supervisory bodies.

6.6.1.8 Deferred tax assets

in EUR 31December 2021 31December 2020

Deferred tax assets 325,478 337,291

in EUR Provisions Adjustments to the value Total

of receivables

Balance as at 1 January 2020 332,905 0 332,905
Debited/creditedtoprofitorloss | -ade25| so0t| 4387
‘Balanceasat31December2020 | 288280  aeon| 337201
‘BalanceasatiJanuary2021 | 288280  asom| 337201
Credited/debited tooperatingresults | ot349| 3312|1813
‘Balanceasat3iDecember2021 | 309629| 5840 325,478

The company drew up a projection of the amount of
positive future tax bases for the next five years for
tax losses and tax relief for investments. Based on
planned operating results and planned investments
in the next five years, the company did not
recognise deferred tax assets for tax losses and
tax relief for investments in 2021. In the calculation
of taxes, the company regularly applies a tax

deduction for provisions created for jubilee benefits

and termination benefits, and for adjustments to

the value of receivables, and therefore recognised
deferred tax assets for that purpose.

The tax loss amounts to EUR 16,826,318

(EUR 15,859,643 in 2020) and together with

tax allowances for investments represents the
unrecognised basis for deferred tax assetsin
the amount of EUR 19,213,858 (EUR 16,882,827
in 2020).

Total sources for the creation of deferred tax assets are as follows:

in EUR Provisions Adjustments to the value Total
of receivables

Balance as at 31 December 2020 1,517,265 257,953 1,775,218

Balance as at 31 December 2021 1,629,627 83,417 1,713,044
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6.6.1.9 Other non-current assets

in EUR 31December 2021 31December 2020
Other non-current assets 732,904 384,231
Total 732,904 384,231
6.6.1.10 Assets held for sale
inEUR 31December 2021 31December 2020
Available-for-sale fixed assets 51,947 30,025
Total 51,947 30,025
6.6.1.11 Current financial receivables
in EUR 31December 2021 31December 2020
Financial receivables from subsidiaries 31,084,673 27,673,673
Current financial receivables - sale of receivable 0 40,742,670
Financial receivables from others 37 0
Total 31,084,710 68,416,343
Changes in current financial receivables
in EUR 2021 2020
Balance as at 1 January 68,416,343 55,712,615
® | oansgranted 249,994,071 264,284,181
® Transfer from non-current financial receivables 9,541,673 50,284,343
® | oanrepayments received -296,867,377 -300,315,415
® Change in fair value of derivatives 0 -1,775,857
® Exchange rate differences 0 226,476
Balance as at 31 December 31,084,710 68,416,343
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Current financial receivables from subsidiaries

primarily comprise receivables that arose on the
basis of cash-pooling agreements and from current
credit lines granted to Slovenske Zeleznice Group

companies in the amount of EUR 21,543,000
(EUR 18,132,000 as at 31 December 2020).
The company discloses an additional

EUR 7,208,333 (EUR 7,208,333in 2020) in

receivables from SZ-Tovorni promet, d. 0. 0., from

the short-term portion of bank loans to finance

the purchase of rolling stock and EUR 2,333,340

(EUR2,333,340in 2020) in receivables from

6.6.1.12 Trade receivables

SZ-VIT,d.0.0.,and SZ-ZIP, storitve, d. 0. 0., based

on the short-term portion of aloan to finance
the implementation of measures to optimise
business processes.

Current financial receivables arising from the sale
of receivables from 2018 were fully repaid in 2021
(note 2.3.1.11).

Interest is charged between Slovenske zeleznice

Group companies at the tax-deductible interest

rate applicable for related parties.

inEUR 31December 2021 31December 2020
Current receivables from Group companies 10,341,410 3,599,183
Current trade receivables from domestic customers 359,597 145,634
Current trade receivables from foreign customers 8,619 10,600
Total 10,709,626 3,755,417
The balance of receivables from Group companies
as at 31 December 2021 was higher than at the
end of 2020 mainly due to receivables owed
by SZ-Potniski promet, d. 0. 0., arising from the
additional benefit in the purchase of new rolling
stock based on the agreement on the transfer of
the benefits of negotiations (note 6.6.1.13).
inEUR Grossvalue | Value adjustment Net value Net value
asat as at as at as at
31December 2021 | 31 December 2021 | 31 December 2021 | 31 December 2020
Current receivables from
Group companies 10,341,410 0 10,341,410 3,599,183
Current trade receivables
from domestic customers 416,056 56,458 359,598 145,634
Current trade receivables
from foreign customers 8,635 17 8,618 10,600
Total 10,766,101 56,475 10,709,626 3,755,417
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Net adjustments to the value of current trade
receivables were created as follows:

in EUR 2021 2020
Balance as at 1 January 56,972 83,755
e Reductionforwritten-offreceivables | 2008 32858
e Reversalofvalueadjustments | 5780 1 0
e Creationofvalueadjustments | 7269 6075
‘Balanceasat31December | 56475 56972
Maturity breakdown of receivables:

in EUR 31December 2021 31December 2020
Non-past-due receivables 10,421,581 3,587,010
‘Past-duereceivabes | 3aas0| 225,379
 eupto30days | 242360 83020
e fom31to90days | s6597| 88,863
e fom9ito365days | so18) 14,830
e morethan365days | 483as| 38,666
Total | o701l 3812380
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6.6.1.13 Other current operating receivables

in EUR 31December2021| 31December2020
Receivables from government and other institutions 296,630 182,330
Receivablesfromemployees | 145526 362597
Other receivables associated with financeincome | 23120 7
Currentoperatingreceivablesbasedonadvances | o0 104
Othercurrentoperatingreceivables | - 32| 98320
‘Receivables basedonthe agreement on the ransfer of the benefits | |
of negotiations in connection with the purchase of new rolling stock 23,769,200 29,996,400
Deferredcosts | esmw3| 292,761
Accruedrevenues | 7316| 40599
‘Securitiesand other current deferred costsand accruedincome. | ol 45
Total | 2asressr| 30,973,581

Receivables in the amount of EUR 23,769,200
are the result of additional benefits in connection
with the purchase of rolling stock at SZ-Potniski
promet, d. 0. o. (operator/contracting authority/
buyer of new rolling stock) that were, independent
of the public contract procedure and independent
of the agreements on the purchase of rolling stock
concluded between the contracting authority/
buyer and the selected supplier, solely the result
of the additional activities, agreements and
successful efforts of the controlling company
Slovenske zeleznice, d. 0. 0., to achieve additional
benefits. The decrease in the stated receivables
of Slovenske zeleznice, d. 0. 0., from the supplier of

6.6.1.14 Receivables for corporate income tax

rolling stock in 2021 arises from the first part of the
implementation of Annex no. 1to the Agreement
dated 9 January 2018 on the supply of an item

of rolling stock in the amount of EUR 6,227,200,
which SZ, d. 0. 0., transferred to SZ-Potniski
promet, d. 0. 0. (note 6.6.1.12).

Write-offs and impairments of current operating
receivables in 2021 are disclosed in operating
expenses in the amount of EUR 114,734

(EUR 16.072in 2020). Impairments mostly relate

to current receivables from employees arising from
accrued bonuses in the amount of EUR 101,667
(2020: EUR 0).

inEUR 31December 2021 31December 2020
Receivables for corporate income tax 0 1,235,069
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6.6.1.15 Cash and cash equivalents

in EUR 31December 2021 31December 2020
Cashonhand 500 126
Cashonbankaccounts | 66982073| 17910725
Total 66982573| 17,910,851

6.6.1.16 Equity

in EUR 31December 2021 31December 2020
Called-up capital 359,529,921 359,529,921
‘Sharepremiumaccount - 4sp0240| 45,002,140
Legalreserves | 3849575 3,778,009
Revenuereserves - awsoar| 46,448,165
Fairvaluereserves | 65759 535726
Netprofitorlossbroughtforward | 7208227 7210236
Undistributed netprofitor loss for the financial year | er9882| 0
Total 462,782,033 461,432,745
Changes in equity inEUR
Balance as at 1 January 2020 475,762,455
e Netlossforthefinancialyear | 14,213,355
e Actuarialgainsandlosses | 116355
‘Balanceasat31December2020 | . 461,432,745
‘BalanceasatiJanuary202t | 461,432,745
e Netprofitorlossfor the financialyear | 1431330
e Actuarialgainsandlosses | 82042
‘Balanceasat3iDecember202 | 462,782,033
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6.6.1.17 Provisions and non-current deferred income

in EUR 31December 2021 31December 2020

® Provisions for jubilee benefits and termination benefits 2,310,914 2,079,030
""" e Non-currentdeferredincome | 1e39| 2257
Total 2312553 2,081,287

A total of eight legal proceedings in the total

amount of EUR 463,019 (labour, civil and

commercial disputes) were in progress against
Slovenske zeleznice, d. 0. 0., during 2021. One
dispute was concluded in 2021, provisions were
recognised at the subsidiary SZ-Potnigki promet,

In accordance with assessments of the possible

outcomes of the other four disputes, drawn up on

not recognised.

d.o.o., for two disputes in accordance with the
demerger plan from 2011 and at the subsidiary

SZ-Infrastruktura, d. 0. 0., for one dispute.

Changes in provisions for jubilee benefits and termination benefits

the bases of reports prepared by law firms, it was
assessed that there is more than a 50% probability
that the claim will be rejected, thus provisions were

in EUR Termination benefits Jubilee benefits Total
Balance as at 1 January 2020 2,025,529 173,428 2,198,957
used 5634 - 23773| 20407
Currentemploymentcosts | 73208 36763 109,991
nterest(expenses) | 25284 . 2019| 27303
‘Reversalof provisions - closure, rights.ete. | | |
(revenues) -344,169 0 -344,169
Actuarialgains/losses | 16385 ol 116,355
‘Balanceasat3iDecember2020 | 1890503 188,437 2,079,030
‘BalanceasatiJanuary2021 | 1890593 188,437 2,079,030
used 79|  eroel| 34220
Currentemploymentcosts | 8363 18584 166,947
Interestexpenses) | see2| - 1452 17114
Reversalof provisions - closure, rights et. | | |
(revenues) 0] 0 0
Actuarialgains/losses | 82042| ol 82042
‘Balanceasat31December2021 | 2000502|  onar| 2,310,914
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The following material assumptions were taken
into account in the calculation of provisions

for termination benefits at retirement and
jubilee benefits:

2021 2020
Average monthly gross wage in Slovenia EUR1,990 EUR1,850
Discountrate | 0834%| 1.25%
Overalwagegrowth | o%| 150%
‘Retirementconditions @ge) | |
e men(ansitonalperiod) | o 60
e women (transitionalperiod) | o 60
Cemen e 60
S ewomen el 60
6.6.1.18 Financial liabilities
in EUR 31December 2021 31December 2020
Non-current financial liabilities to domestic banks 78,385,417 95,677,083
‘Non-currentfinancialliabilities toforeignbanks | 4333333| 8000000
Totalnon-currentfinancial liabilies | 82718750 103,677,083
Currentfinancialiabilitiesto Group companies | 17930892 62141084
Current financial liabilites to Group companies fromthe | |
sale of receivables 0 40,742,670
Currentfinancialliabilties to domesticbanks | rootee7| 8,208,333
Currentfinancialliabilties toforeignbanks | 3666666]  4000,000
Other current financial liabilities to domestic entities | 24202 20,341
Totalcurrent financial liabilies | - 168,9135177| 125121428
Total 251632,267| | 228,798,511
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Changes in financial liabilities

in EUR 2021 2020
Non-current financial liabilities to Group companies
‘BalanceasattJanvary | of 40,152,258
e reversalofdiscount | ol 500412
e transfertocurrentporton | ol -40,742,670
‘Balanceasat3iDecember | of 0
‘Non-currentfinancial liabilities tobanks and others
‘BalanceasattJanvary | 103677083| 95885417
e loansreceived | ol 30000000
e transfertocurrentporton | - 20958333| 22208334
‘Balanceasat3iDecember | 82718750| 103677083
Totalnon-currentfinancial liabilities | 82718750 103,677,083
Currentfinancial liabilities to Group companies
‘BalanceasattJanvary | 102883754| 64709454
e transfertocurrentporton | ol 40742670
e paymentofinterest | 364768|  -345690
e repaymentoftheloan | 428900670 279,621,000
e loanreceved | 473953000 277,053,000
e calculationofinterest | 350577| 345320
‘Balanceasat3iDecember | 147930893| 102883754
Currentfinancial liabilities tobanks and others
‘BalanceasattJdanvary | opo37674| 34473827
e transfertocurrentporton | 20958333 22208334
e paymentofinterest | . 4508100 - 1996583
e repaymentoftheloan | -274208333|  -325686053
e caloulationofinterest | - 1503051 2011674
e drawingoftheloan (oanreceived) | 252000000| 291000000
e exchangeratedifferences | of 226,476
‘Balanceasat3iDecember | 20982625| 22237674
Totalcurrent financial liabilies | 168913518| 125121428
Total 251632,268] - 228,798,511
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Non-current financial liabilities

inEUR Date of agreement Date of maturity Balance as at 31 Collateral

or annex December 2021
® Financing of rolling stock Pledge of vehicles owned by
purchases (SZ-Tovorni promet) 5 April 2018 6 December 2024 4,968,750 SZ-TP,d.o. 0., bills of exchange

® Financing of measures to

optimise business processes 23 December2019 31December 2023 16,250,000 Bills of exchange
® Refinancing of liabilities to EUROFIMA Pledge of vehicles owned by
- purchase of 20 locomotives 5 September 2019 5 September 2029 61,500,000 SZ-TP,d. 0. 0., bills of exchange

Total 82,718,750

Slovenske Zeleznice, d. 0. 0., discloses current and

non-current liabilities to creditors (banks) and at

the same time current and non-current receivables

from the subsidiary SZ-Tovorni promet, d. 0. 0.,
for the loan intended to finance the purchase of

rolling stock and refinance the loan of EUROFIMA

(EUR 66,468,750) (notes 6.6.1.11and 6.6.1.6).

Current financial liabilities to Group companies
compirise liabilities to Group companies under
the cash-pooling agreement in the amount

of EUR 147,901,000 as at 31 December 2021
(EUR 62,106,000 at the end of 2020). At the
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beginning of January 2022, the parent company

Slovenske Zeleznice, d. 0. 0., converted its current

liability to SZ-Tovorni promet, d. 0. 0., under

the cash-pooling agreement in the amount of
EUR 40 million into along-term loan.

Current financial liabilities to Group companies
arising from the sale of receivable (EUR 40,742,670
as at 31 December 2020) were paid in full by banks
in 2021 (note 2.3.1.11). At the same time,

Slovenske zeleznice, d. 0. 0., settled its obligation

to SZ-Potniski promet, d. 0. 0.

6.6.1.19 Lease liabilities

in EUR 31December 2021 31December 2020
Non-current lease liabilities 283,187 348,808
e OfwhichwithintheGrowp | 102344|  1i8si0
Currentlease labiities | s6401] 66,261
e OfwhichwithintheGroup | 2300 25434
Total 330588 . 415,069
Changes in lease liabilities
in EUR 2021 2020
Balance as at 1 January 415,068 486,614
decreases | a2 45582
leaseconcesson | ol
payments | ea6tt| 78820
‘Balanceasat31December | 339588 - 415,068
In accordance with the relevant agreements, the
company discloses liabilities for assets under
lease, calculated in accordance with IFRS 16, in this
item. Primarily commercial premises (lease term of
51010 years) and equipment (lease termof 210 3
years) are under lease.
Changes in financial liabilities and lease liabilities (cash flow)
in EUR 2021 2020
Balance as at 1 January 229,213,579 235,707,570
‘nflows fromloansraised | 725953000 598,053,000
Outflowsfromloansraised | 703109003| - 605,307,053
Outflowsfor the repayment of lease liabilites | - 55535  -67469
LisbiltiestoSZPotniskipromet,d.o.o. | |
- sale of receivables to SID banka 0 590,411
Changes nleaseliabiities | -9 4,076
Changesinliabilties forinterest | q024| 14,720
‘Exchangeratedifferences | of 226,476
‘Balanceasat31December | 251071,855| 220,213,579
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6.6.1.20 Operating liabilities

in EUR

31December 2021

31December 2020

Non-current liabilities

1,472,284

4,117,789

2,685,561

7,672,509

Liabilities to employees as at 31 December 2021
decreased compared to the end of December
2020, mainly due to severance pay accounted for
under the redundancy programme in December
2020 and paid in January 2021.

Non-current operating liabilities

Non-current liabilities to Group companies in the
amount of EUR 1,458,059 (EUR 2,665,563 in
2020) comprise the non-current liabilities of the
transferring company Slovenske Zeleznice, d. 0. 0.,
to SZ-Tovorni promet, d. 0. 0., in the amount of
EUR 1,288,852 (EUR 2,356,239 as at 31 December
2020) and to SZ-Potniski promet, d. 0. 0.,in the
amount of EUR 169,207 (EUR 309,324 as at
31December 2020). In 2010, pursuant to Article
5a of the Act Amending the Slovenske Zeleznice
Act (Official Gazette of the Republic of Slovenia,
No. 43/2011 of 3 September 2011), a claim was
established against the Ministry of Infrastructure
and Spatial Planning for compensation for the fall
in equity in the amount of EUR 134,261,600, which
remained on the post-demerger balance sheet as
an asset of the transferring company Slovenske
zeleznice, d. 0. 0. With the adoption of the Fiscal
Balance Act (Official Gazette of the Republic of
Slovenia, No. 40/2012 of 30 May 2012), Article 5a
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of the aforementioned act was amended, such that
the government will settle that claim in the period

2014 t0 2023.

In 2014, Slovenske zeleznice, d. 0. 0., sold four
instalments of the aforementioned claim to
banks, while the company sold the remaining
five instalments in 2016. The company used the
consideration it received to settle a portion of its
debt. Liabilities to both companies were increased
in 2021 by accrued interest in the amount of

EUR 16,828 based on an agreement regulating
mutual relations, and reduced for the transfer of
the current portion of non-current liabilities in
the amount of EUR 1,224,332, which falls due for

paymentin 2022.

Current operating liabilities

Accrued costs and expenses primarily comprise
the accrued costs of unused annual leave in the
amount of EUR 389,664 (EUR 394,103 as at

31December 2020).

6.6.1.21 Trade payables

in EUR 31December 2021 31December 2020
Liabilities to Group companies 2,123,327 14,818,098
Domestictradepayables | 1238217 1278183
Foreigntradepayables | 136637 122525
Total | | 16,218,806

The significantly lower balance of liabilities to
Group companies as at 31 December 2021
compared to the end of 2020 was the result of

liabilities to two Group companies arising from
covering of loss in accordance with Article 542 of
the ZGD-1(as at 31 December 2020).

in EUR 31December 2021 31December 2020
Non-past-due liabilities 3,421,246 16,106,164
‘Past-dueliabiltes | 78938 - 112,642
 eupto30days | 73854 105,818
e from3ito90days | of 619
 eo9lto365days | . seal 6,205
e morethan365days | 2397 0
Total | zaesms| 16,218,806

Contingent receivables and contingent liabilities
in EUR 31December 2021 31December 2020
Mortgages and liens received 3,166,559 3,424,512
‘Bankguaranteesreceived | s85040 484,474
‘Merchandiseonconsignment | 208 205
Total contingent receivables | 3751804 3,909,191
Liabilties for merchandiseonconsignment | 208 205
Contingent liabilties forlawsuits | 345918] 406246
‘Bankguaranteesissued | 73om8| 0
Totalcontingent liabiltes | 1085541 406451
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6.6.2 Notes to the statement of profit or loss

6.6.2.1 Sales revenues

in EUR 2021 2020
Revenues on the domestic market 21,100,505 21,263,729
 Servicesandproducts | 21100505 21,263,729
""" e servicesandproductsinconnectionwithGrowp | |

companies 19,685,242 19,604,170
e servicesandproductsinconnectionwithothers | 1415263 1,659,559
‘Revenuesontheforeignmarket | 79612 90,706
~ Servicesandproducts | 79612 90,706
""" e servicesandproductsinconnectionwithGrowp | |

companies 79,363 90,330
e servicesandproductsinconnectionwithothers | 249 a7
Total o1180417| 21,354,435

Sales revenue primarily comprises revenues
from transactions with Group companies. A total
of 82% of those revenues are accounted for by
support services (professional, technical and
organisational) that the controlling company

in 2020).

6.6.2.2 Other operating revenues

Slovenske Zeleznice, d. 0. 0., provided on the
basis of agreements with Group companies in
the amount of EUR 16,219,356 (EUR 15,888,665

in EUR 2021 2020

Gains on the sale of property, plant and equipment 1,674,622 1,408,677

Reimbursement of the costs of termination benefits for rehired

employees under agreements on the reassignment of workers within the

Slovenske Zeleznice Group 81,659 1,049,174

Revenues from assigned contributions for the employment of disabled

persons 37,491 39,301

Revenue from state aid - COVID-19 (under the Act Determining the

Intervention Measures to Contain the Covid-19 Epidemic and Mitigate its

Consequences for Citizens and the Economy - ZIUZEOP) 28,656 1,759,564

Acquisition of property on the basis of a judicial decision 11,479 25,181

Compensation 2,748 3,110

Revenues from the reversal of provisions and accrued costs 5,097 487574

Otherrevenues 25,647 4,936

Total 1,867,399 4,777,517
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6.6.2.3 Costs of goods, materials and services

inEUR

Historical cost of goods and materials sold and costs of materials used

® costs of labour of officials on the works councils of companies linked through capital

investments

Costs of auditor

in EUR

Auditing of financial statements

2021 2020
106,139 104,734

174,186 160,980

298,618 748,069

578,943 1,013,783

163,771 165,899

2,211,483 1,853,304
362,597 350,868

148,332 117,885

1,173,007 1,300,504

231,996 137,205
1,079,224 1,021,803
2,183,188 1,785,793
292,460 331,880

231,434 185,606

366,249 237,596

183,719 161,970

198,698 146,748

84,584 48,539

75,346 41,756

16,326 12,501

58,048 0

103,212 69,839

647,486 561,859
7,553,598 6,733,261
8,132,541 I 7,747,044

2021 2020
19,100 18,100
16,100 15,100
3,000 3,000
1,500 500
20,600 18,600
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the amount of EUR 1,204,445 (EUR 1,788,709 in
2020); and

6.6.2.4 Labour costs 6.6.2.7 Finance income
in EUR 2021 2020 in EUR 2021 2020
Costs of wages and salaries 11,614,844 11,924,234 Finance income from participating interests in Group
"""" companies 0 1,597,937
Pensioninsurance costs 1,184,168 1,360,044
TTTTTTTTTTmTTI T et Finance income from participating interests in associates 414,756 472,080
Other social security costs 853,118 008, 370
""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""" Finance income from participating interests in other
Otherlabourcosts: ALY I 4,438,855 companies 77,531 42,255
_____ * reimbursements ., 88261 77740 Finance income from other investments 6,574,583 0
_____ * annualleaveallowance | 776093 588752 Total finance income from participating interests 7,066,870 2,112,272
_____ * terminatonbenefts ., 70899 2933676 Finance income from loans to Group companies 5,292,379 2,201,408
® provisions for jubilee benefits and termination Finance income from loans to others 72,929 1,793,080
benefits (actuarial calculation) 166,947 109,901 e
e el Total finance income from loans granted 5,365,308 3,994,488
® crisis bonus (COVID-19 measure) 0 4T T e
""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""" Finance income from other operating receivables 2,363 612,274
® otherlabour costs 18,981 12,82
""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""" Total finance income from operating receivables 2,363 612,274
Total 15,513,311 18,718,512 e
Total 12,434,541 6,719,034
6.6.2.5 Write-downs
in EUR 2021 2020 !:lnance mcome_from participating ® charged discount of SZ—Potnlslfl promet, d.
f f interests comprises: 0. 0., upon payment of the last six instalments
Amortisation of intangible assets and depreciation o ;
property, plant and equipment 2,758,869 1,870,848 ® income from participation in the profit of unc_ier the agreelmentlon _the assignment of
---------------------------------------------------------------------------------------------------------------------------------------------- — . , claims for consideration in the amount of EUR
Depreciation of right-of-use assets 58158 72136 subsidiaries, associates and other companies 4.002,370 (EUR O in 2020) (notes 2.31.11, 6.6.111
"""""" e in the amount of EUR 441,996 (EUR 2,112,272 ’ ’ e
Operating expenses for intangible assets and property, . and 6.6.2.8);
plant and equipment 98,552 123,028 in 2020); and
"""""" 0 . . . . . ¢ fees charged for the reservation of funds for
Operating expenses for working capital 114,734 16,072 ® income fromthe increase in the investmentin . o }
---------------------------------------------------------------------------------------------------------------------------------------------- L SZ-Potniski promet, d. 0. 0., on the basis of the
Total 3.030.313 2082.084 EUROFIMA based on valuation in the amount of , .
ota ,030, ,082, EUR 50,291 (EUR 0 in 2020): agreement on the assignment of claims in the
’ ’ amount of EUR 50,564 (EUR 165,687 in 2020).
® income comprising the difference between the o , )
. o . The majority of finance income from loans to others
6.6.2.6 Other operating expenses non-cash contribution and the carrying amount .
. . . ) relates to interest on loans for the purchase of
) of equity stakes of Slovenske Zeleznice, d. 0. 0.in , )
inEUR 2021 2020 . . apartments. In 2020, finance income from loans
COVlerage of the annual losses of SZ‘V'T,dO o.,and SZ‘Z'P,dO o.,for 2020 SZ_TOVOrnI promet, d 0. O-’ and FerSped, d- 0. O, aISO includes exchange rate differences arising on
ArticleS420fthe 2GD) e e O 13287 for the purpose of increasing the capital of repayment of a foreign-currency loan in the amount
Reimb f SZ-Tovorni ,d.0.0,F d,d.0.0.,and VVLOG, vl Lot ; -
d.%%.,l#g?ec:gsetgt;ising f?g(r;rgle‘)r;g?]rﬁ;ncg—%Iatgjsgsyin 2%51 ?Qccordingto SZ-EP LOgIStlka’ d.o. 0., n the amount of fEUR1.729.126
_theresolution of the management of Slovenske Zeleznice,d.oo. | _____8esoor| . 0. EUR 6,574,583 (note 6.6.1.5). ° ’ T
_Donations (for sporting, culturaland humanitarianactivities) | 240720 | L 220,089
_Feesfortheuseofbuidingland,andothertaxesandlevies | 165908 93236 Finance income from loans granted primarily
 Scholarships and awards for pupils and students on compulsoryjobtraining | 7188 | 15,397 comprises income from relationships within
Reimbursement of the PDII for ensuring the rights of Slovenske Zeleznice, the Group and relates to the following in terms
d.o.0.'sworkers who performed work in organisational units in the territory of
theRepublicofCroatia o380 | 20171 of content:
Other expenses 86,377 178,670
P 1454888 | 3708850 ® interest onloans charged to Group companiesin
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6.6.2.8 Finance costs

in EUR 2021 2020
Finance costs from loans from Group companies 362,978 939,773
Financecostsfrombankloans | 1489395| 1561961
Financecostsfromleases | se7a| 7309
Finance costsfrom other financial liabiltes | 4019484| 2233598
Totalfinance costs from financial liabilities | 5877531 4,742,641
Finance costs from operating liabilities to Group companies | 16828 34249
Finance costs from trade payables and liabilities from bis of exchange |~ 898| 1237
Finance costs from other operating liablities | 12933 34111
Totalfinance costs from operating liabilies | 30659| 69,597
Total | se08m0| 4,812,238

Finance costs from financial liabilities comprise:

1. expenses from relations within the Group,
including interest expenses from loans and
the pooling of assets based on cash-pooling
agreements in the amount of EUR 359,577
(EUR935,732in 2020); and

2. expenses vis-a-vis banks and others, which in
terms of content comprise:

® interest onloans from banks in the amount of
EUR 1,489,395 (EUR 1,561,961in 2020);

® interest as the result of an actuarial calculation
in the amount of EUR 17,114 (EUR 27,303
in 2020);
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® interest onleasesin the amount of EUR 5,674
(EUR 7,309in2020); and

® expenses from the discount upon payment of
the last six instalments by banks in 2021 under
the agreement on the assignment of claims for
considerationin the amount of EUR 4,002,370
(EUR 0in2020) (notes 2.3.1.11,6.6.1.11
and 6.6.2.7);

® cxpenses arising from fees charged for
the reservation of funds on the basis of the
agreement on the assignment of claims in the
amount of EUR 50,564 (EUR 165,687 in 2020).

6.6.2.9 Corporate income tax

in EUR 2021 2020
Current tax 0 0
Totaltaxes | we3| 4,387
‘Eamingsbeforetax | 1443144 4217742
Taxcaloulatedateffective taxrate | orate7| 2701371
Taxfromdecreaseinrevenves | 7oa882| 466724
Taxfromdecreaseinexpenses | o2.ee2| 143476
Taxfromincreaseinexpenses | 4p86| 9572
Taxfromchangeintaxbase | 3501 20859
Taxfromtaxalowances | | ol 0
Taxcredits | 3ees| 3013332
Totaltaxes | we3| 4,387
Effectivetaxrate | 082] 000
The valid corporate income tax rate was 19% in Slovenia in 2021 and 2020.
6.6.3 Transactions with related parties
The table below presents transactions with Group companies and associates:
2021inEUR Sales Purchases | Loansreceived | Loans granted
SZ-Tovorni promet, d. 0. 0. 5,658,685 1,173,685 7,242,260 4,860,046
‘SZPotniskipromet d.o.o. | ur33s2| 265864|  928| 33533941
‘SZnfrastruktura,d.o.0. - opts7er| s3] 27656 . 8195129
SZVITLiwbliana,d.o.o. | 4193394  313362| 1723965| 1186
SZZPstoritve,d.o.o. © o04m6| 882354 668855 731803
SZ7GPLiwblana,d.d. ~ os9s3| 1446 12634 - 100
PrometniinstitutLjubliana,d.o.o. | ti9.877| - Hosao| 03| 246,444
‘SZZelezniskatiskamnaljubliana,d.d. | 21424| 7es2| 3| 17909
Fersped,d.oo. | 163208 633 03] 2691712
‘W-0Gdoo - s2128| 20989 03] 1047512
‘KamnolomVerd.d.o.o. | 5539 o000 03| o049
SZ2Pd.o.0,Croaia | 79362 sort| ol 0
Groupcompanies  36499783| 3320769  9677123| 51326731
TermeOlmiadd. | ol 1550 ol 0
Associates | o] 180 o] 0
Totalassociates  36499783|  3322319|  9677123| 51326731
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2020in EUR Sales Purchases | Loansreceived | Loans granted
SZ-Tovorni promet, d. 0. 0. 5,789,097 91,289 127,187,706 10,906,618
SZ-Potniskipromet,d.o.o. |  2485953| 125239|  95152046| 43499725
‘SZinfrastruktura,d.o.o. | 9480206|  441524|  51026079| 101728645
SZVITLubliana,d.oo. | a701507|  9933273| 400| 11936934
SZZPstoritve,d.oo. | 825562|  4098928|  8010326| 8028923
'S77GPLiwblana,d.d. | 1428953 10577  13419828| 2811567
Prometninstitut Ljubliana,d.o.o. | 14677 sa38t| aaetet| 104
‘SZZelezniskatiskanaliubliana,d.d. | 8895| 79596  t2s197| 43
Fersped,d.oo. | 188946|  6272|  7620317| 386
‘w-oGdoo | 37146  364| 16482620 1134143
‘KamnolomVerd,d.oo. | 29870 ol ol 103
Sz2Pd.o.o,Croaia | 90330| ol ol 0
Groupcompanies |  25186372|  14,871,443| 319,470,680| 280,047,561
TermeOlmiadd. | ol  7ee0| ol 0
Associates | ol 7960 ol 0
Totalassociates |  25186372|  14,879,403| 319,470,680| 280,047,561
Balance as at 31 December 2021 Financial Financial
(in EUR) Customers Suppliers receivables liabilities
SZ-Tovorni promet, d. 0. 0. 594,183 191,336 73,708,064 42,373,995
‘SZPotniskipromet,d.o.o. | 7873299 160380  26846| 80619565
‘SZinfrastruktura,d.o.o. | 1204075 62888 62910| 26005329
SZVITLubliana,d.oo. |  358530| - 1a2579|  2a970573| 116
SzZPstoritve,d.oo. | 7e61| o7g32| - 1344871| 953496
SZ7GPLiwblana,d.d. | 66123| 1445 9003| 3182
PrometninstitutLjubliana,d.o.o. | 5547| nasz| 10040 506444
‘SZZelezniskatiskanaliubliana,d.d. | 1037|  a33e28| . ol 18022
Fersped,doo. | neso| 54166 3232| 949
‘w-Logdoo. | 2e79] 20990 of 237
‘KamnolomVerd,d.oo. | 19| ol )
Sz2Pd.o.o,Croaia | 49253 sa02| ol 0
Groupcompanies |  10,330044| 902,003| 100135539 150,643,354
TermeOlmiadd. | ol 1550 ol 0
Associates | o] 180 o] 0
Totalassociates |  10,330044| 903553| 100,135,530| 150,643,354
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Balance as at 31 December 2020 Financial Financial
(in EUR) Customers Suppliers receivables liabilities
SZ-Tovornipromet, d.o. 0. 751,626 74,851 80,950,324 37,513,949
‘SZPotniskipromet.d.o.o. | 4e8621| 15824 25019| 47085625
‘SZinfrastruktura,d.o.o. | 1102989 nsees| 90565| 17810200
SZVITLiublana,d.o.o. | ee0alr| 139772| 23246609 0
SZZPstoritve,d.oo. | 65398 siist| 2013726| 230415
SZ7GPLiwblanadd. | a7sors| o424 ote37| 3,082
‘PrometniinstitutLjubliana,d.o.o. | 32123| 25| 10144 259999
‘SZZelezniskatiskanaljubliana,d.d. | - ar9|  2sant| m3| 160,112
Fersped,d.oo. | 12258  904| 3335 2692661
‘w-loGdoo |  ams|  seal 03] 1047749
KamnolomVerd,d.oo. | aa| ol o3 0
Sz2Pd.o.0,Croaia | 60220 ol ol 0
Groupcompanies | 3536008 - 474,680 106,362,878| 106,803,792
TermeOlmiadd. | ol ol ol 0
Associatess | of ol ol 0
Totalassociates | 3,536,008 - 474,680 106,362,878| 106,803,792

Group companies transact on the basis of
concluded agreements, where the market prices of

products and services are applied.

Interest is charged between Group companies
at the tax-deductible interest rate applicable for

related parties.
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Transactions with the associates of the owner

in EUR 31December 2021| 31December 2020
Balance of current trade and other operating receivables 3,587 2,203
‘Balance of current trade and other operating liabilites | 31852 66,075
in EUR 2021 2020
Revenues 25,848 16,471
Expemses(costs) [ . 4866831 419,961

The disclosure of transactions with associates
of the owner includes companies in SDH, d.d.’s
portfolio in which the participating interest of the
Republic of Slovenia and SDH, d. d., is greater
than 20%.

6.6.4 Events after the
accounting period

Slovenske Zeleznice, d. 0. 0., continued
with measures and activities in connection
with COVID-19.

In 2021, Slovenske Zeleznice, d. 0. 0., first founded
SZ EP Logistika, d. 0. 0.,and in December 2021
increased its capital with a non-cash contribution,
i.e.100% equity stake in SZ-Tovorni promet, d. o. 0.
As at 31 December 2021, Slovenske zeleznice,
d.o.0.,owned 100% of the capital of SZ EP
Logistika, d. 0. 0., whichin turnis a100% owner of
SZ-Tovorni promet, d. 0. 0.

Based on the implementation of the Investment
and Shareholder’s Agreement concluded
between Slovenske zeleznice, d. 0.0.and EP
Logistics International, a. s., the capital increase
of SZ EP Logistika, d. 0. 0., was entered in the
Court Register on 13 January 2022, on the basis
of which Slovenske zeleznice, d. 0. 0., retained a
51% ownership stake in SZ EP Logistika, d. 0. 0.,
while the member EP Logistics International, a. s.,
acquired a 49% stake in SZ EP Logistika, d. 0. 0.
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Gross earnings of groups of persons

The earnings of members of the Management
Board and supervisory bodies are presented in
point 2.3.3 for Slovenske Zeleznice, d. 0. 0.

This entry in the Court Register marked the
completion of the legal procedures related to
the entry of the strategic partnerinto
SZ-Tovorni promet, d. 0. 0.,and Fersped, d. 0. o.

On 6 April 2022, the Management Board

of Slovenski drzavni holding, d. d. passed a
resolution to increase the capital of Slovenske
zeleznice, d. 0. 0., through a cash contribution

of EUR 150 million, which was transferred on

9 May 2022. The controlling company Slovenske
zeleznice, d. 0. 0., must use all the funds to increase
the share capital of SZ-Potniski promet, d. o. 0.

The funds are earmarked exclusively for the
purchase of new passenger multiple units.

Slovenske zeleznice, d. 0. 0., and Adventura
Investments, d. 0. 0., signed a sale and purchase
agreementin April 2022, whereby Slovenske
zeleznice, d. 0. 0., will acquire a 50% equity stake
in Nomago, d. 0. 0. The transaction has yet to

be approved by the competent competition
protection agencies.

7. FINANCIAL RISKS
AT SLOVENSKE

ZELEZNICE,d.

The financial risks to which Slovenske zeleznice,
d.o. 0., is exposed include interest rate risk,
currency risk, liquidity risk and credit risk. Exposure
to financial risks is monitored monthly, while
measures to manage those risks are adopted

Interest rate risk

Slovenske zeleznice, d. 0. 0., manages interest
rate risk in accordance with the Policy on the
comprehensive management of risks within
the Slovenske Zeleznice Group.

0. O.

continuously. The COVID-19 epidemic did not
have an additional negative effect on financial risks
within Slovenske Zeleznice, d. 0. 0.,in 2021, as the
Company adopted measures in a timely manner to

deal with the situation.

Slovenske zZeleznice, d. 0. 0.’s entire loan portfolio
comprises loans raised from banks with a fixed
interest rate based on an underlying agreement.

Financial instruments in EUR Balance as at Balance as at

31December 2021 31December 2020

® Financial receivables 102,287,783 149,161,089
. Fnancialliabities | 2S\o718ss| 229213579,

Net financial instruments -149,684,072 -80,052,490

Financial receivables in EUR Balance as at Balance as at

31December 2021 31December 2020

® Financial receivables from Group companies 99,886,743 106,017,417
e Financialreceivables fromothers | 2401040| 43143672
Totalfinancialreceivables | 102,287,783 149,161,089

Financial liabilities in EUR Balance as at Balance as at

31December 2021 31December 2020

® Financial liabilities to Group companies 148,056,326 102,848,670
""" o Liabiltiesto banks from credit transactions | |
Lderncioal) 103677083 . 125,885,416

® Other financial liabilities 238,446 479,493
Total financial liabilies | 251971,855| 229,213,579
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The following instruments are used to hedge
exposure to interest rate risk:

® |oans with a fixed interest rate; and

® inpart through current operations, by linking
the interest rates on Slovenske zeleznice,
d.o.0.s operating receivables to changes in

the EURIBOR.

Balance of loan liabilities (principal) with a fixed interest rate:

in EUR

Balance as at 31 December 2021

Balance as at 31 December 2020

Total loans (principal)

103,677,083

125,885,416

Given that Slovenske zZeleznice, d. 0. 0.’s entire
credit portfolio bears a fixed interest rate, a change
in the reference interest rate has no effect oniits

pre-tax profit.

Currency risk

Slovenske zeleznice, d. 0. 0., likewise manages
currency risk in accordance with the Policy on the
comprehensive management of risks within the
Slovenske zeleznice Group. Slovenske zeleznice,
d.o. 0., isless exposed to currency risk, as the

majority of the company’s transactions are in

euros, while the number of transactions in other
currencies is negligible. The company thus has
almost no exposure to currency risk in ordinary
operations. The entire credit portfolio of Slovenske
zeleznice, d. 0. 0., is likewise denominated in euros.

AsatinEUR Loan liabilities
(short- and long-term -
Trade receivables principal) Trade payables
31December 2021 EUR 10,759,721 103,677,083 3,484,288
HRK 6,380 13,893
31December 2020 EUR 3,806,040 125,885,416 16,213,840
HRK 6,350 4,966
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Liquidity risk

With the aim of managing liquidity risk, Slovenske
zeleznice, d. 0. 0., implemented a policy in 2021 0on
the regular management of liquidity and solvency.
That policy was applied for the daily, monthly and
annual monitoring of the liquidity position of the
Group as a whole and of subsidiaries.

Liquidity risk management requires the
management of such risks by individual category:

® the management of liquidity risk from operations,

which is closely linked to credit risk; and

® the management of liquidity risk from financing,
which represents arisk linked to securing
sufficient financial resources for the Group’s
operations and investments.

Maturity breakdown of liabilities:

Liquidity risk management is centralised at the
controlling company for all Group companies.
The continuous monitoring of cash flows, the
implementation of the Slovenske zeleznice Group’s
cash management policy (Group companies have
signed a cash-pooling agreement for the purpose
of managing and balancing liquidity within the
Group), and the availability and securing of the
necessary short-term credit lines in the amount
of EUR 60 million, which are regularly rolled

over, ensured that the liquidity of the Slovenske
zeleznice Group was controlled and ensured in
2021, and that liquidity risk was well-managed.
This also applies to Slovenske zeleznice, d. 0. 0.

inEUR Contractual cash flows
Carrying amount FromOto6 From6to12 From1to 3 More than 3
of liabilities Liabilities months months years years
Non-current borrowings received 82,718,750 86,857,278 32,863,725 53,993,553
Non-current liabilities within the Group 1,472,284 1,472,284 1,472,284
Non-current lease liabilities 283,187 312,246 166,054 146,192
Current borrowings received 20,958,333 23,306,049 11,672,873 11,633,176
Current financial liabilities within the
Group 147,930,893 148,294,445 211,669 148,082,776
Current lease liabilities 56,401 57,243 28,887 28,356
Other current financial liabilities 24,292 24,292 24,292
Current operating liabilities (excluding
liabilities to the state and employees,
and liabilities from advances) 3,498,181 3,498,181 3,498,181
Balance as at 31 December 2021 256,942,321 263,822,018 15,435,902 159,744,308 34,502,063 54,139,745
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inEUR Contractual cash flows

Carrying amount FromOto6 From6to12 From1to 3 More than3

of liabilities Liabilities months months years years

“Non-currentborrowingsreceived | - 103677083| tos7s9et8| | | 54,766,065 | 53993553
“Non-current liabilities within the Group | 2684150 | 275865 | | 2745865 |
Non-currentleaseliabilities | 348808 | ss2200 | | 160067 212233
Currentborrowingsreceived | 22208333 |  23465773| 9386309| woreaeal |
Current financialliabilties withinthe Group | 100 848,670 | 103465762 | 10saes7e2| | |
Currentleaseliabiiies | 66261 7729 35635 s2004| |
Othercurrentfinancialliabilites | 64424 64424 64424 | |
Currentoperatinglabities (excluging | | | |
liabilities to the state and employees, and
liabilities from advances) 16,218,806 16,218,806 16,218,806
‘Balanceasat31December2020 | - 248,116,535 | 255170177 | 120170936 |  141M,558| 57,681,897 | 54,205,786

Credit risk

Data regarding the operations of the banks with
which the Group cooperates are monitored as
part of the credit risk management process. Risk is
further managed by diversifying the placement of
cash at individual banks and by investing cash for
current operations over the short term.

The deteriorating liquidity of partners on the market
requires additional attention when monitoring their
credit ratings and the provision of the appropriate
collateral. Investments in the system for monitoring
the credit ratings of the Group’s partners will
reduce credit risk, which will be reflected in

the reduced value of past-due receivables and
more secure operations. The adverse economic
conditions and the associated increased
probability of failure to fulfil contractually defined
obligations by partners require the company to
pay special attention to the management of credit
risks. For this reason, the credit risk management
process actively includes several departments.

The credit risk management process is
supplemented during the formulation of the

portfolio through the careful selection of partners,
followed by the regular review of the credit quality
of those partners.

Credit risks were appropriately managed in 2021,
and there were no material credit-related events
that had a significant impact on operations. A great
deal of attention is devoted to the development

of a system for monitoring business partners by
means of a credit rating agency based on publicly
accessible information and internal experiences in
operations with those partners.

Domestic and foreign customers were verified

in 2021 by a credit rating agency and based on
published information. The operations and financial
position of specific customers were monitored
regularly, as was the company’s exposure to

those customers. Risk management measures
were adopted as required. Value adjustments are
created for older receivables (see note 6.6.1.12).

Maturity of trade receivables (gross amount):

inEUR Maturity
As at Non-past-due Past-due Total
up to 30 days 31to 90 days 91to 365 days | more than 365 days
31December 2021 10,421,581 244,360 46,597 5,218 48,345 10,766,101
31December2020 | 3587010 83020 ssg63| 14830 | 38666 | 3,812,389
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8. CAPITAL ADEQUACY

MANAGEMENT

The underlying purpose of capital managementis
to ensure capital adequacy, the highest possible
level of financial stability, long-term solvency and

the maximisation of value for the company’s owner.

in EUR 2021 2020
Non-current financial liabilities 83,001,937 104,025,891
Currentfinancialliabiltes | 168969919 125187688
Totalfinancialliabiities | 251971856 229213579
Totalequty | ae2782033| 461432744
Debtequity | os4] o050
Cashandcashequivalents | 66982573 17,910,851
Netfinanciallabiltes | 184989283 211302728
‘Netdebt/eqty | o040  oas
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9. CARRYING AMOUNT AND
FAIR VALUE OF FINANCIAL
INSTRUMENTS

The table below only includes information regarding classification to the fair value hierarchy for assets and
financial liabilities measured at fair value and for which fair value is disclosed.

inEUR 31December 2021
Carrying amount | Fair value | Level1 | Level 2 Level 3

Non-current financial assets

Non-current financial receivables from Group

companies 68,802,070 68,802,070 68,802,070

Investmentsin shares and participating interests

measured at fair value through profit or loss that are

not quoted on aregulated market 2,140,782 2,140,782 2,140,782

Operating liabilities

3,498,181

3,498,181

3,498,181
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inEUR

31December 2020

Carrying amount

Fair value

Level 2

Level 3

Non-current financial assets

Non-current financial receivables from Group
companies

Investmentsin shares and participating interests
measured at fair value through profit or loss that are
not quoted on aregulated market

Current financial receivables from the sale of
receivables

Operating liabilities

16,218,806

16,218,806

16,218,806

Slovenske Zeleznice, d. 0. 0., did not record any transitions between fair value levels in 2021.
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10. AUDIT REPORT OF
SLOVENSKE ZELEZNICE,d.o0.0.,
AND THE SLOVENSKE
ZELEZNICE GROUP

Deloitte revizija, d. 0. 0.

i Dunajska cesta 165
e ol e. 1000 Ljubljana

Slovenia

Tel.: +386 1 3072 800
Fax: +386 1 3072 900
www.deloitte.si

INDEPENDENT AUDITOR’S REPORT
to the owner of Slovenske Zeleznice, d. 0. o.

Report on the audit of the financial statements

Opinion

We have audited the enclosed separate financial statements of Slovenske Zeleznice, d. o. o.
(hereinafter: the Company) and the consolidated financial statements of Slovenske Zeleznice, d. o. o.
and its subsidiaries (hereinafter: the Group), which include the separate and consolidated statements
of the financial position as at 31 December 2021, and the separate and consolidated statements of
profit or loss, the separate and consolidated statements of other comprehensive income, the separate
and consolidated statements of changes in equity and the separate and consolidated cash flow
statements for the year then ended, as well as the notes to the consolidated financial statements,
including a summary of significant accounting policies.

In our opinion, the enclosed separate and consolidated financial statements present fairly, in all
material aspects, the financial position of the Company and Group as at 31 December 2021, and their
financial performance and cash flows for the year then ended, in accordance with the International
Financial Reporting Standards, as adopted by the European Union (hereinafter: the IFRS).

Basis for our opinion

We performed our audit in accordance with the International Standards on Auditing and Regulation
(EU) No 537/2014 of the European Parliament and of the Council of 16 April 2014 on specific
requirements regarding statutory audit of public-interest entities (hereinafter: the Regulation). Our
responsibilities on the basis of those rules are described in this report in the section Auditor’s
responsibilities for the auditing of the separate and consolidated financial statements. In accordance
with the Code of Ethics for Accounting Professionals (including International Standards of
Independence) issued by the International Ethics Board for Accountants (IESBA Code) and the ethical
requirements relating to the auditing of financial statements in Slovenia, we hereby confirm our
independence from the Group and our fulfilment of all other ethical obligations in accordance with
those requirements and the IESBA Code. We believe that the auditing evidence obtained is a sufficient
and appropriate basis for our opinion.
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Key audit matters

Key audit matters are those matters that, in our professional judgement, were of the most significance
in the audit of the separate and consolidated financial statements for the financial year that ended 31
December 2021. Those matters were addressed in the scope of our audit of the separate and
consolidated financial statements as a whole, and in the formulation of our opinion regarding those
statements. We do not, however, issue a separate opinion regarding those matters.

Recognition of revenues in the separate and consolidated financial statements

The Group recognised net sales revenue in the amount of EUR 413,992 thousand in its statement of
profit or loss for the year ending 31 December 2021 (2020: EUR 407,211 thousand) and other operating
revenues in the amount of EUR 110,274 thousand (2020: EUR 119,700 thousand). The Company
recognised net sales revenue in the amount of EUR 21,180 thousand in its statement of profit or loss
for the year ending 31 December 2021 (2020: EUR 21,354 thousand).

Key audit matter How did we handle the matter in our audit?

As explained in section 2.2 Significant accounting|In performing our audit, we assessed the

policies — Revenues from contracts with customers,
revenues are recognised when control over goods or
services is transferred to the customer. Revenues

appropriateness of accounting policies in connection
with the recognition of revenues from contracts with
customers and its compliance with IFRS 15, and

from contracts with customers are recognised at the|conducted the following audit procedures:

moment the Company or Group fulfils its performance - we verified the basis and implementation of
obligation, i.e. when control over a service or good is internal controls in connection with the
transferred to the customer. recognition of revenues in terms of the
appropriateness of the recording of
Revenues from sales to customers are an important revenues;

indicator of the performance of the Company and we verified the effectiveness of identified
Group. Due to the materiality of this item in the internal controls that we assessed as
financial statements and the impact of the material in terms of our audit;

Management Board’s assessment on the amount of based on a selected sample, we analytically
revenues recognised, we determined that this area is verified in great detail the appropriateness of
a key audit matter. the recording of recognised revenues;

for the controlling company’s revenues from
transactions with related parties, we
reconciled those revenues with the turnover
of subsidiaries (Note 6.6.2.1);

for revenues from construction contracts, we
verified the appropriateness of the
methodology used by the Management
Board to recognise revenues over time, as
well as the relevance of applied assumptions
and the accuracy of input data that served as
the basis of the estimate for each individual
project;

for other operating revenues from the
transport of passengers (performance of the
public utility service), we verified payments
from the government according to monthly
calculations (Note 2.3.2.3.).
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We also reviewed information in the financial
statements in order to assess whether disclosures in
connection with revenues from contracts with
customers are appropriate.

Valuation of investments in subsidiaries (separate financial statements)

The value of investments in subsidiaries disclosed in the Company’s financial statements as at 31
December 2021 was EUR 433,392 thousand (2020: EUR 426,810 thousand).

Key audit matter

How did we handle the matter in our audit?

As required by IAS 36 Impairment of Assets, the
Management Board performs annual impairment tests
to estimate the recoverable amount of investments in
subsidiaries. In accordance with IAS 36, value in use is
determined as the recoverable amount, and an
estimate is made of the present value of future cash
flows expected to be generated by a subsidiary. The
Company obtained an independent assessment of the
recoverable value of its investments in Fersped, VV-
LOG, SZ-ZIP and SZ-VIT for the year ending 31
December 2021.

The definition of critical assumptions and the planning
of expected cash flows requires a high level of
judgement on the part of the Management Board. The
testing of such assets for impairment thus represents a
key audit matter.

The Management Board provided information
regarding the valuation of investments in subsidiaries
in Note 2.2 Significant accounting policies —
Subsidiaries and in Note 6.6.1.5 Investments in
subsidiaries.

In  performing our audit, we assessed the
appropriateness of the Company’s accounting policies
in connection with the impairment of investments in
subsidiaries.

Our audit approach included an assessment of whether
the Management Board’s judgement is appropriate
and whether the requirements of IAS 36 were met,
including:

- anassessment of whether the model that the
Management Board used to calculate value in
use for specific investments meets the
requirements of IAS 36 Impairments of Assets;
with the help of our own experts, we assessed
whether the methodology used by the
Management Board’s expert is appropriate
and whether significant assumptions applied
are reasonable and whether they can be
supported by the current macroeconomic
conditions and expected future performance;
an assessment of whether the information
disclosed in the notes to the financial
statements meets the requirements of the
applicable financial reporting standards.

Other information

Management is responsible for other information. Other information comprises information
presented in the annual report, except the separate and consolidated financial statements and the

auditor’s report regarding those statements.

Our opinion regarding the separate and consolidated financial statements does not relate to the other
information, and we do not give any assurance whatsoever in connection with that information.




Deloitte.

In connection with our audit of the separate and consolidated financial statements, it is our
responsibility to interpret other information and assess whether it fails to conform materially to the
separate and consolidated financial statements, legal requirements or with the knowledge we have
obtained through our audit, and whether that information is otherwise materially misstated. If on the
basis of our work we conclude that there exists a material misstatement of other information, we are
obliged to report on such circumstances. In that regard and based on the procedures described above,
we hereby report that:
e otherinformationisin line, in all material aspects, with the separate and consolidated financial

statements;

other information has been compiled in accordance with the applicable laws and regulations;

and

we did not identify any material misstatements based on our knowledge and understanding

of the Company and Group and their environment, which we gained during our audit.

Responsibility of the Management Board and other persons responsible for the separate and
consolidated financial statements

The Management Board is responsible for the compilation and fair presentation of the separate and
consolidated financial statements in accordance with the IFRS, and for the internal controls that it
deems necessary to enable the compilation of separate and consolidated financial statements that are
free from material misstatements due to fraud or error.

In compiling the separate and consolidated financial statements of the Company and Group, the
Management Board is responsible for assessing the ability of the Company and Group to continue
functioning as going concerns, for the disclosure of matters associated with the Company and Group
as a going concern and for the application of the assumption of a going concern as the basis for
accounting, unless the Management Board intends to liquidate or wind up the Company or Group, or
if it has no real choice between one or the other.

Governance bodies are responsible for control over the preparation of the separate and consolidated
financial statements and for approving the audited annual report.

Auditor’s responsibility for the auditing of separate and consolidated financial statements

Our objectives are to obtain acceptable assurance as to whether the separate and consolidated
financial statements as a whole are free from material misstatements due to fraud or errors, and to
issue an audit report that includes our opinion. Acceptable assurance means a high degree of
assurance, but no guarantee, that our audit, conducted in accordance with the relevant auditing rules,
will uncover all material misstatements should they exist. Misstatements may be the result of fraud or
errors, and are deemed material if it is reasonable to expect that they may, individually or collectively,
impact the business decisions adopted by users on the basis of the separate and consolidated financial
statements.
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We make use of professional assessments and maintain professional scepticism in conducting audits
in accordance with auditing rules. We also:
¢ |dentify and assess the risks associated with material misstatements in the separate and

consolidated financial statements due to fraud or errors, formulate and implement audit
procedures as a response to assessed risks, and obtain sufficient audit evidence as the basis
for our opinion. The risk that we will fail to uncover material misstatements due to fraud is
greater than the risk associated with such an error, as fraud may include secret agreements,
forgery, intentional omissions, erroneous interpretations or the avoidance of internal controls.
Obtain an understanding of internal controls relevant to auditing for the purpose of
formulating audit procedures appropriate to the environment, but not for the purpose of
expressing an opinion regarding the effectiveness of the internal controls of the Company and
Group.
Assess the appropriateness of applied accounting policies, as well as the acceptability of
accounting estimates and the associated disclosures by management.
Adopt a decision on the acceptability of the management's application of the assumption of
the Company and Group as going concerns on an accounting basis, taking into account audit
evidence obtained regarding the existence of significant uncertainties with regard to events or
circumstances that raise doubts about the ability of the organisation to continue operating as
a going concern. Should we adopt a decision on the existence of significant uncertainties, we
are responsible for using the auditor’s report as a vehicle to raise concerns regarding the
appropriateness of disclosures in the separate and consolidated financial statements, and for
amending our opinion if those disclosures are inappropriate. The auditor’s decisions are based
on audit evidence obtained up to the date of issuance of the auditor’s report. However,
ensuing events or circumstances can cause the Company or Group to cease operating as a
going concern.
Assess the general presentation, structure and content of the separate and consolidated
financial statements, including disclosures, and assess whether the separate and consolidated
financial statements present transactions and events in such a way that a fair presentation is
achieved.
Obtain sufficient and appropriate audit evidence in connection with the financial information
and business activities of Group companies, in order to express our opinion about the
consolidated financial statements. We are responsible for guidance, overseeing and
conducting the audit of the Group. We are solely responsible for our audit opinion.

We communicate with governance bodies, inter alia, about the planned scope and timing of the audit,
and about significant audit findings, including the major deficiencies in internal controls that we
identified during our audit.

We also submitted a statement to governance bodies that we have fulfilled all ethical requirements in
connection with independence, and notified those bodies of all relationships and other requirements
that can be justifiably deemed to impact our independence, and briefed those bodies on associated
measures, where necessary.

Of all matters that governance bodies were briefed on, we designated matters that were the most
relevant in the audit of the separate and consolidated financial statements for the audited period as
key audit matters. The aforementioned matters are described in the audit report, unless legal and
regulatory provisions prohibit the public disclosure of such matters.
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Report on other legal and regulatory matters
Report on requirements of Regulation (EU) No 537/2014 of the European Parliament and of the Council

Appointment of the auditor and duration of engagement
Deloitte revizija, d. 0. 0. was appointed to serve as the statutory auditor of the Company and Group at

the General Meeting held on 26 August 2019. We were engaged to provide audit services for a
continuous period of seven years.

Confirmation to the audit committee

We hereby confirm that our audit opinion regarding the separate and consolidated financial
statements in this report is in line with the additional report to the Company’s audit committee of 26
May 2022 in accordance with Article 11 of Regulation (EU) No 537/2014 of the European Parliament
and the Council.

Provision of non-audit services

We hereby declare that we did not provide any of the prohibited non-audit services set out in Article
5(1) of Regulation (EU) No 537/2014 of the European Parliament and of the Council. We did not provide
any other services for the audited company or its subsidiaries that are not disclosed in this annual
report, in addition to the mandatory audit.

Katarina Kadunc is responsible for the performed audit on behalf of the audit firm Deloitte revizija,
d.o.o.

Deloitte Revizija d.o.o.
Dunajska 165
1000 Ljubljana
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s . REVIZIJAD.O.O.
Certified Auditor DELO!LLLE:.a o o

Katarina Kadunc

Ljubljana, 26 May 2022

For signature please refer
to the original Slovenian version
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List of abbreviations

Abbreviation Meaning

AC Audit Committee

ASl | ASIproject (aimedat strengthening core competencies inolder employees)
AWBRFC | Alpine-WesternBalkanCorridor
Bs | Businessinformationsystem
CER  |TheCommunityofEuropeanRailway and Infrastructure Companies
co, | Carbondioxide
dd | Publiclimitedcompany
doo. | Limtedliabiitycompany
o | Dvata
Do | Dobova
DRSI |Slovenianinfrastructure Agency
e | Netearnngs
BT | Earningsbeforeinterestandtaxes
EBTDA |1 Earnings before interest, taxes, depreciationandamortisation |
BT | Earningsbeforetax
EcB | EuropeanCentralBank
EFaM |1 EuropeanFoundationfor QualityManagement
EMs | envionmental management system
EMs | energy managementsystem
EN | EuropeanNormative/European Standard
EPH | Energetickyaprumyslovy holding - Energy Industrial Holding
L | EPLogistics International
ERA | EuropeanUnionAgency for Ralways
ERTMS | EuropeanRailway Traffic Management System
ETcs | EuropeanTran ControlSystem
' | EuopeanUnion
EUR | Ewo
GSM-R | Digialradiosystem
GTKM | Grosstonnekiometres
R | HumanResources
HRK | Croatiankuna
1AS |internationalAccounting Standards
ASB|InternationalAccounting StandardsBoard
1CT  |informationandcommunicationtechnology
UFRIC |International Financial Reporting Interpretations Committee
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Abbreviation

Meaning

International Financial Reporting Standards

International Wagon Regulations - Regulations governing the exchange and use of wagons
between railway undertakings

Strategic investments committee
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Abbreviation

Meaning

ZIUZEOP

Slovenian Institute for Standardisation

Act Determining the Intervention Measures to Contain the Covid-19 Epidemic and Mitigate its
Consequences for Citizens and the Economy
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