


                                                            Comments


on the changes in SŽDC 2006 Annual Report





There are following changes and modifications in the audited SŽDC 2006 Annual Report in comparison with the non-audited report:





1) Photographs added in the text of the report.  


2) English translation of the text added in the whole report.


3) Chapter numeration with Roman numerals was replaced with Arabic numerals.


4) Director General’s and Managing Board Chairman’s signatures added. 


5) Auditor’s report in Czech and English added.


6) The text part of the report on page 13 of the non-audited report (p. 22 of the audited report) shows modification of the text in two paragraphs:


          a) Paragraph beginning with „In 2006, there was also…“, the second sentence was left out, beginning with „ Tím zároveň..“


          b) Paragraph beginning with „SŽDC also assumed…“, the amount of CZK 843 Mio. was replaced by CZK 289 Mio. at the end of the second sentence and the text in the brackets following this amount was left out (started with words „z toho vztahy..“)


 7) As for the annex to the annual financial statement, the text of the last two paragraphs in point 7.2. on page 30 of the non-audited report  (page 62 of the audited report) was replaced with this wording: 


      SŽDC provides transporters with railway routes for use in the public interest for an officially determined price which is set in compliance with Pricing Act č. 526/1990 Coll. The proceeds from payments for the use of the railway routes are not sufficient to offset the costs involved in operating, maintaining and developing railway routes. As such, the financing of SŽDC´s activities is dependent upon subsidies from the State and/or other entities.  





The bulk of the payables of České Dráhy, státní organizace were taken over by SŽDC under the Transformation Act as of 1 January 2003. These specifically involved long-term amounts owed to banks and the State, and short-term amounts owed to suppliers, taxation authorities, health insurers, social security administrators, etc. Substantially all of the short-term payables were settled as of 31 December 2006. Long-term payables to banks are settled according to repayment schedules by the Finance Ministry and are recharged as long-term payables to the State (refer to Note 4.8.3.). The net cash inflows from SŽDC´s operations are not sufficient to settle these long-term payables and hence the settlement of these payables is the subject of Czech Government Resolution No. 1553 of 30 November 2005 which set out the approach to forgiving SŽDC´s payables until they are fully settled. In 2006, payables of CZK 6.45 billion (CZK 8 billion in 2005) were forgiven and this amount was recognised as part of other operating income. Pursuant to Act No. 77/2002 Coll., SŽDC´s payables are guaranteed by the State.





The text modifications specified in points 6) and 7) are based on the outputs of the conducted audit. These modifications are just definitional, having no effect on the contents of the statement.


             





