INDEPENDENT AUDITOR’S REPORT
(Free translation)

To the founder of MAV-Start Zrt.
Opinion

We have audited the accompanying financial statements of MAV-Start Zrt. (“the Company”)
which comprise the balance sheet as at 31 December 2017 (in which the balance sheet total is
MHUF 327.648, the profit after tax is MHUF 3.208), the related income statement for the year
then ended, and the notes to the financial statements, which include a summary of significant
accounting policies.

In our opinion, the accompanying financial statements give a true and fair view of the financial
position of the Company as at 31 December 2017, and of the results of its operations for the year
then ended in accordance with the provisions of Act C of 2000 on Accounting (“Accounting Act”),
in force in Hungary.

Basis for Opinion

We conducted our audit in accordance with Hungarian National Standards on Auditing (“HNSA™)
and with applicable laws and regulations in force in Hungary. Our responsibilities under those
standards are further described in the “Auditor’'s Responsibilities for the Audit of the Financial
Statements” section of our report.

We are independent of the Company in accordance with the ethical requirements that are relevant
to our audit of the financial statements in Hungary. We have fulfilled our other ethical
responsibilities in accordance with those requirements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a
basis for our opinion.

Emphasis of matter

We draw attention to the following matters in connection with the financial statements of the
Company:

1. We draw attention to note 111.3. which states that the financing of the Company’s
operations, the repayment of its loans, and the return on its assets depend on whether the
owner provides the financial resources for the operation in time and whether resources
from the state budget are available to the extent necessary.

2. We draw attention to note V. which states that in 2013 MAV-START Zrt. concluded a
public passenger transport service agreement for the years 2014-2023 with the Ministry
of National Development, representing the Hungarian State as the requestor of the public
service. In accordance with the agreement, MAV-START Zrt. is entitled to reimbursement
of reasonable expenses incurred in connection with the supply of public services that are
not covered by revenues. MAV-START Zrt. presents compensation receivable for public
service costs in its books of HUF 1.907 million relating to 2013, HUF 4.615 million
relating to 2014, HUF 3.494 million relating to 2016 and HUF 22.370 million relating to
2017. After the year From the reimbursement of expenses HUF 147.760 million was paid
during the current year.

The reimbursement for 2017 has yet been settled with the Ministry of National
Development.

Our opinion is not modified in respect of matters presented in points 1)-2).



Other Information: the Business Report

The other information comprises the business report of the Company. Management is responsible
for the preparation of the business report in accordance with the provisions of the Accounting Act
and other relevant regulations. Our opinion on the financial statements expressed in the
“Opinion” section of our report does not cover the business report.

In connection with our audit of the financial statements, our responsibility is to read the business
report and, in doing so, consider whether the business report is materially inconsistent with the
financial statements or our knowledge obtained in the audit, or otherwise appears to be materially
misstated.

Based on the Accounting Act, in respect of the business report, our responsibility is to read the
business report and, in doing so, consider whether the business report has been prepared in
accordance with the provisions of the Accounting Act and other relevant regulations, if any.

In our opinion, the 2016 business report of the Company is consistent with the 2016 financial
statements and the business report has been prepared in accordance with the provisions of the
Accounting Act.

As there is no other regulation prescribing further requirements for the business report, in respect
of this, our opinion on the business report does not express the opinion required by Section (5) h)
of 156 of the Accounting Act.

In addition, in light of the knowledge and understanding of the entity and its environment
obtained in the course of the audit, we are required to report if we have identified material
misstatements in the business report, and shall give an indication of the nature of any such
misstatements. We have nothing to report in this respect.

Responsibilities of Management and those charged with governance for the
Financial Statements

Management is responsible for the preparation of the financial statements that give a true and fair
view in accordance with the Accounting Act, and for such internal control as management
determines is necessary to enable the preparation of financial statements that are free from
material misstatement, whether due to fraud or error.

In preparing the financial statements, management is responsible for assessing the Company’s
ability to continue as a going concern, disclosing, as applicable, matters related to going concern
and using the going concern basis of accounting unless management either intends to liquidate
the Company or to cease operations, or has no realistic alternative but to do so.

Those charged with governance are responsible for overseeing the Company’s financial reporting
process.

Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a
whole are free from material misstatement, whether due to fraud or error, and to issue an
auditor’s report that includes our opinion. Reasonable assurance is a high level of assurance, but
is not a guarantee that an audit conducted in accordance with HNSAs will always detect a material
misstatement when it exists. Misstatements can arise from fraud or error and are considered
material if, individually or in the aggregate, they could reasonably be expected to influence the
economic decisions of users taken on the basis of these financial statements.

As part of an audit in accordance with HNSAs, we exercise professional judgment and maintain
professional scepticism throughout the audit. We also:

o Identify and assess the risks of material misstatement of the financial statements, whether
due to fraud or error, design and perform audit procedures responsive to those risks, and
obtain audit evidence that is sufficient and appropriate to provide a basis for our opinion.
The risk of not detecting a material misstatement resulting from fraud is higher than for



one resulting from error, as fraud may involve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal control.

e Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the Company’s internal control.

o Evaluate the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by management.

e Conclude on the appropriateness of management’s use of the going concern basis of
accounting and, based on the audit evidence obtained, whether a material uncertainty
exists related to events or conditions that may cast significant doubt on the Company’s
ability to continue as a going concern. If we conclude that a material uncertainty exists,
we are required to draw attention in our auditor’s report to the related disclosures in the
financial statements or, if such disclosures are inadequate, to modify our opinion. Our
conclusions are based on the audit evidence obtained up to the date of our auditor’s
report. However, future events or conditions may cause the Company to cease to continue
as a going concern.

o Evaluate the overall presentation, structure and content of the financial statements,
including the disclosures, and whether the financial statements represent the underlying
transactions and events in a manner that gives a true and fair view.

We communicate with those charged with governance regarding, among other matters, the
planned scope and timing of the audit and significant audit findings, including any significant
deficiencies in internal control that we identify during our audit.

Budapest, 10 May 2018.

Barsi Eva

Partner

Statutory auditor

Licence number: 002945
PricewaterhouseCoopers Kényvvizsgalé Kift.
1055 Budapest, Bajcsy-Zsilinszky Gt 78.
Licence Number: 001464

Translation note:

Our report has been prepared in Hungarian and in English. In all matters of interpretation of information, views or
opinions, the Hungarian version of our report takes precedence over the English version. The accompanying financial
statements are not intended to present the financial position and results of operations and cash flows in accordance with
accounting principles generally accepted in jurisdictions other than Hungary.
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BALANCE SHEET Assets
31 December 2017 Figures in million HUF
.. Previous year | Current year
No. Line item 3122016 | 3tizaory | Chanee
a b c d e
A. [Non-current assets 214 978 250 269 35291
I. |[INTANGIBLE ASSETS 4720 5631 911
1. |Capitalised amount of foundation/restructuring 0 0 0
2. |Capitalised amount of experimental developmen 318 172 -146
3. |Intangible property rights 901 931 30
4. |Intellectual property 3501 4528 1027
5. |Goodwill 0 0 0
6. |Advance payments for intangible assets 0 0 0
7. |Revaluation of intangible assets 0 0 0
II. |[TANGIBLE ASSETS 210 003 244 384 34 381
1. |Land and buildings, and related intangible property rights 2199 2914 715
2. |Technical equipment, machinery and vehicles 202 421 201 002 -1419
3. |Other equipment, fixtures and fittings, vehicles 19 11 -8
4. |[Breeding stock 0 0 0
5. |Capital projects, renovations 5364 3972 -1392
6. |Advance payments for capital projects 0 36 485 36 485
7. |Revaluation of tangible assets 0 0 0
III. |[NON-CURRENT FINANCIAL ASSETS 255 254 -1
1. |Long-term participating interests in related companie: 253 252 -1
2. |Long-term loans to related companies 0 0 0
3. |Long-term major participating interests 0 0 0
Long-term loans to companies linked by virtue of major participating 0 0 0
4. |interests
5. |Other long-term participating interest: 1 1 0
Long-term loans to companies linked by virtue of other participating 0 0 0
6. |interests
7. |Other long-term loans 1 1 0
8. |Long-term debt securities 0 0 0
9. |Revaluation of non-current financial assets 0 0 0
10. |Fair value adjustment of non-current financial assets 0 0 0

Date: Budapest, 10 May 2018

Director (representative) of the Company

L.S.
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31 December 2017 Figures in million HUF
.. Previous year | Current year
No. Line item 31.12.20y16 31.12.20yl7 Change
a b c d e
B. |Current assets 46 053 68 856 22 803
1. |[INVENTORIES 16 702 16 929 227
1. |Raw materials 13 694 13316 -378
2. |Work in progress and semi-finished products 1615 1976 361
3. [Animals for breeding, fattening, and other livestoct 0 0 0
4. [Finished products 997 1 249 252
5. |Goods 13 11 -2
6. |Advance payments for inventories 383 377 -6
II. |[RECEIVABLES 28 457 48 341 19 884
1. |Accounts receivable 3900 5182 1282
2. |Receivables from related companies 3408 4 656 1248
Receivables from companies linked by virtue of major participating 33 3 %
3. |interests
Receivables from companies linked by virtue of other participating 20 18 5
4. |interests
5. [Notes receivable 0 0 0
6. |Other receivables 21 091 38453 17 362
7. |Fair value adjustment of receivables 0 0 0
8. [Positive fair value adjustment of derivatives 0 0 0
111. |SECURITIES 0 0 0
1. |Participating interests in related companies 0 0 0
2. [Major participating interests 0 0 0
3. |Other participating interests 0 0 0
4. |Own shares 0 0 0
5. |Debt securities held for dealing 0 0 0
6. |Fair value adjustment of securities 0 0 0
IV. |CASH 894 3586 2692
1. |Petty cash, cheques 155 182 27
2. [Bank deposits 739 3404 2 665
C. [Prepaid expenses & accrued income 29 375 8523 -20 852
1. |Accrued income 26 194 5061 -21 133
2. [Prepaid expenses 676 1155 479
3. |Deferred expenses 2 505 2307 -198
Total assets 290 406 327 648 37242

Date: Budapest, 10 May 2018

L.S.

Director (representative) of the Company
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BALANCE SHEET Liabilities
31 December 2017 Figures in million HUF
.. Previous year | Current year
No. Line item 3122016 | 31122017 | Chanee
a b c d e
D. |Equity 119 685 122 193 2 508
I. |REGISTERED CAPITAL 43 742 43742 0
of which: repurchased ownership share at nominal value 0 0 0
II. |[REGISTERED CAPITAL NOT PAID (-) 0 0 0
1II. [CAPITAL RESERVE 67 633 67 633 0
IV. |RETAINED EARNINGS 3046 6 823 3777
V. |NON-DISTRIBUTABLE RESERVE 1241 787 -454
VI. |REVALUATION RESERVE 0 0 0
1. |Revaluation reserve for adjustments 0 0 0
2. [Fair valuation reserve 0 0 0
VII. [AFTER-TAX PROFIT/(LOSS) 4023 3208 -815
E. |Provisions 6278 7572 1294
1. [Provision for contingent liabilities 2274 3034 760
2. |Provision for future expenses 2422 2 846 424
3. |Other provisions 1582 1692 110
F. |Liabilities 60 273 85573 25300
1. [SUBORDINATED LIABILITIES 0 0 0
1. |Subordinated liabilities to related companies 0 0 0
Subordinated liabilities to companies linked by virtue of major
5 |participating interests 0 0 0
3. |Subordinated liabilities to companies linked by virtue of other
participating interests 0 0 0
4. [Subordinated liabilities to other entities 0 0 0
II. [NON-CURRENT LIABILITIES 24 126 12 908 -11 218
1. |Long-term borrowings 0 0 0
2. [Convertible bonds and contingent convertible bonds 0 0 0
3. |Liabilities from the issue of bonds 0 0 0
4. |Loans for capital and development projects 23 987 12 787 -11 200
5. |Other long-term loans 0 0 0
6. |Non-current liabilities to related companies 0 0 0
7. |Non-current liabilities to companies linked by virtue of major
participating interests 0 0 0
8. Nonl-c.urre.:nt liiabilities to companies linked by virtue of other 0 0 0
participating interests
9. |Other non-current liabilities 139 121 -18

Date: Budapest, 10 May 2018

Director (representative) of the Company

L.S.
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BALANCE SHEET Liabilities
31 December 2017 Figures in million HUF
.. Previous year | Current year
No. Line item 31.12.20y16 31.12.20yl7 Change
a b c d e
III. |CURRENT LIABILITIES 36 147 72 665 36 518
1. [Short-term borrowings 0 0 0
of which: convertible and equity bonds 0 0 0
2. |Short-term loans 2 698 11 140 8442
3. |Advance payments received from customers 11 3 -8
4. [Accounts payable 15 858 6 724 -9134
5. |Notes payable 0 0 0
6. |Current liabilities to related companies 12 356 12 750 394
7. ilelligz;lttshablh‘[les to companies linked by virtue of major participating 1317 1228 89
8. Current liabilities to companies linked by virtue of other participating 19 12 E
interests
9. |Other current liabilities 3 888 40 808 36 920
10. |Revaluation difference on liabilities 0 0 0
11. |Negative revaluation difference on derivative transaction: 0 0 0
G. |Accrued expenses and deferred income 104 170 112 310 8 140
1. [|Prepaid income 188 443 255
2. |Accrued expenses 6 305 7937 1632
3. |Deferred income 97 677 103 930 6253
Total equity & liabilities 290 406 327 648 37242

Date: Budapest, 10 May 2018

Director (representative) of the Company

L.S.
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PROFIT AND LOSS ACCOUNT (using the cost by nature method)
31 December 2017 Figures in million HUF
. Previous year | Current year
No. Line item 3122016 | 3tiza0r7 | Chanee
a b c d e
01. [Net domestic sales revenues 84 661 84 043 -618
02. [Net export sales revenues 14 833 15 843 1010
I. [Net sales revenues (lines 01+02) 99 494 99 886 392
03. [Change in self-produced inventories + -122 613 735
04. |Capitalised value of self produced assets 8 659 11126 2 467
II. |Capitalised own performance (lines +03+04) 8537 11 739 3202
II1. [Other gains 157 001 160 396 3395
of which: impairment reversec 398 451 53
05. [Raw materials 37 140 38 004 864
06. [Services used 121 042 120917 -125
07. [Other services 1909 1 946 37
08. [Cost of goods sold 189 163 -26
09. [Services resold (intermediated 2670 2673 3
IV. [Material type expenses (lines 05+06+07+08+09) 162 950 163 703 753
10. |Payroll cost 49 813 57314 7501
11. [Other payments to personnel 7403 7 834 431
12. |Social security and other contributions 15423 14 972 -451
V. [Personnel related expenses (lines 10+11+12) 72 639 80 120 7 481
VL. |Depreciation 20 311 20 054 -257
VII. |Other expenses 2759 4366 1607
of which: impairment 240 717 477
A. |OPERATING PROFIT/(LOSS) (LINES I£II+III-IV-V-VI-VII) 6373 3778 -2 595

Date: Budapest, 10 May 2018

Director (representative) of the Company

L.S.




13834492-4910-114-01 page 6/6
Statistical code

01-10-045551
Company registration numbe1

PROFIT AND LOSS ACCOUNT (using the cost by nature method)

31 December 2017 Figures in million HUF
. Previous year | Current year
No. Line item 31.12.20y16 31.12.20yl7 Change
a b c d e

13. [Dividends received (due) 0 0 0
of which: received from related companies 0 0 0

14. [Income and exchange gains from participating interest: 0 0 0
of which: received from related companie: 0 0 0

15. [Income and exchange gains from non-current financial assets (securities, 0 0 0
of which: received from related companie: 0 0 0

16. [Other received (earned) interest and interest-type revenue 108 18 -90
of which: received from related companies 14 2 -12

17. [Other financial gains 353 342 -11
of which: revaluation difference 0 0 0
VIIIL |Revenues of financial transactions (lines 13+14+15+16+17) 461 360 -101
18. |Expenses and exchange losses from participating interest: 1 0 -1
of which: paid to related companies 0 0 0

19. |Expenses and exchange losses from non-current financial assets (securiti 0 0 0
of which: paid to related companies 0 0 0

20. |Interest payable (paid) and similar expenses 579 466 -113
of which: paid to related companies 0 0 0

21. |Impairment on participating interests, securities, long-term loans and ban 0 0 0
22. [Other financial expenses 2229 462 -1767
of which: revaluation difference 0 0 0

IX. |[Expenses of financial transactions (lines 18+19+20+21+22) 2 809 928 -1 881
B. |[PROFIT/LOSS OF FINANCIAL TRANSACTIONS (lines VIII-IX) -2 348 -568 1780
C. |PRE-TAX PROFIT/(LOSS) (lines £A+B) 4 025 3210 -815
X. |Tax liability 2 2 0
D. [AFTER-TAX PROFIT/(LOSS) (lines £C-X) 4023 3208 -815

Date: Budapest, 10 May 2018

Director (representative) of the Company
LS.
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| General Disclosures

.1 The Company

The establishment of the Company, a short description of its activities

MAV Magyar Allamvasutak Zartkor(ien M(ikodd Részvénytarsasag (MAV Hungarian State Railways
Private Company Limited by Shares) founded MAV-START Vasuti Személyszallité Zartkortien M(ikods
Részvénytarsasdg (MAV-START Railway Passenger Transport Private Company Limited by Shares,
hereinafter referred to as “MAV-START Zrt.” or the Company) as a single-shareholder company on 15
October 2006. In establishing MAV-START Zrt., MAV Zrt’s aim was to transfer its rail passenger transport
activity on the standard-gauge rail network to the newly set-up Company as of 1 July 2007.

In early 2014, MAV-TRAKCIO Zrt., a company that carried out rail traction operations, and MAV-
GEPESZET Zrt., a company that performed the repair and maintenance of rolling stock, merged into the
Company. Thus, since January 2014, MAV-START Zrt. has encompassed rail activities that are essential to
rail passenger transport, such as the operations conducted by cashiers, conductors, carriage and wagon
inspectors and train drivers as well as rolling stock repair and maintenance personnel. An integrated
MAV-START Zrt. is thereby capable of performing all the activities directly necessary for serving the
travelling public and delivering passenger services to a higher standard.

Its Articles of Association contain the key provisions for the operation, organisation and governance
system of MAV-START Zrt.

The Company does not elect a Board of Directors; the powers of the Board of Directors are exercised by
the Chief Executive Officer, who is considered a senior officer. The Company’s work organisation is
managed by the Chief Executive Officer.

Key corporate details of the Company

° Name of the Company

MAV-START VasUti Személyszallitd Zartkoriien M(ikodd Részvénytarsasag

. Name of the Company in foreign languages
In English: MAV-START Railway Passenger Transport Company
In French: MAV-START Transport des Voyageurs Ferroviaires S.A.
In German: MAV-START Bahnpersonenverkehrs AG

e  Short name of the Company

MAV-START Zrt.

. Short name of the Company in foreign languages
In English: MAV-START Co
In French: MAV-START S.A.
In German: MAV-START AG

. Registered office of the Company

H-1087 Budapest, Kényves Kalman korut 54-60., Hungary, phone: +36 (1) 511 3160
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e  Website of the Company

www.mavcsoport.hu

e  Founder of the Company

MAV Magyar Allamvasutak Zartkorien MiikodS Részvénytarsasag

e  The Company’s
Registration number: Cg. 01-10-045551
Tax number: 13834492-2-44
Statistical code: 13834492-4910-114-01

e  The Company’s principal activity

49.10°08 Rail passenger transport, interurban

. Person entitled to represent the Company
The name and home address of the person entitled to represent the Company and required to sign the
annual report: Andrdas Csépke, Chief Executive Officer (H-1112 Budapest, Nagyida koz 14., Hungary)

e  Personal details of the person responsible for bookkeeping and reporting

Public information on record of the person responsible for the control and management of tasks falling
within the scope of bookkeeping services: Zsolt Karsai (H-2213 Monorierds, Gyongyvirag u. 13.,
Hungary), Manager for START Reporting at MAV Szolgaltatdé Kozpont Zrt., registration number:
MK181680.

e Information about bookkeeping
Auditor of the Company: PricewaterhouseCoopers Konyvvizsgald Kft.
Person responsible for the audit: Eva Barsi, statutory auditor (MKVK 002945).

The annual report is subject to statutory audit.

Contractual fee charged by the auditor for auditing the report: HUF 10 million.

e  Share capital and shareholder of the Company

As at 31 December 2017, the share capital of MAV-START Zrt. amounted to HUF 43,741,514,000, of
which 100% was owned by its founder, MAV Zrt. (H-1087 Budapest, Kényves Kalman krt. 54-60.,
Hungary).

.2 The Company’s main accounting policies

Main features of the set of rules applied to prepare the report

The Company’s annual report is prepared in compliance with the rules laid down in the Act on
Accounting (hereinafter referred to as the Accounting Act) and books kept under the double-entry
accounting system, both in Hungarian.

In addition to meeting the requirements set out in the Accounting Act, the Company’s Accounting Policy
also complies with the provisions of Act CLXXXIIl of 2005 on Railway Transport (hereinafter referred to
as the Railway Transport Act) and Joint Decree 50/2007. (IV.26.) of the Transport Ministry and the
Ministry of Finance on the separation of accounts for various railway activities within railway companies
(hereinafter referred to as: the Decree). Accordingly, an annual supervisory report on the activities
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pursued by the Company that need to be separated must be published as a part of the supplementary
annex to the annual report (see Section IV).

For the Company, the business year corresponds to the calendar year, i.e. the reporting date is 31th
December.

The balance sheet, profit and loss account in and notes to the annual report contains figures for
monetary values in HUF millions (HUF M) in compliance with the Accounting Act, except for the
statement on passenger transport activities, for which figures are provided in HUF thousands (HUF K) as
per the Decree, and the tables presenting the Company’s investments, for which monetary values are
provided in HUF.

The balance sheet preparation date is 13th April of the year following the current year.

The Company keeps records of incurred expenses broken down by expense type in account class 5 and it
does not perform any secondary cost-centre/cost-unit accounting in account classes 6 or 7.

The Company always capitalises the costs of establishment/restructuring and research & development,
provided that the applicable legal conditions are met.

The Company keeps permanent records of the quantity and value of its inventories, with the exception
of ticket inventories, coupons and gift vouchers.

The Company defines an error of substantial amount in accordance with Section 3(3) subsection 3 of the
Accounting Act as follows:

An error is of a substantial amount if, in the year when such error is discovered, the total value of errors
and/or their impact increasing/decreasing earnings and/or share capital (whether negative or positive)
identified during reviews for the same year exceeds either 2% of the balance sheet total for the business
year under review or HUF 1 million if 2% of the balance sheet total amounts to less than HUF 1 million.

Under continuous bookkeeping, items for previous years are recognised in the same way as items from
the current year, but are kept separate in terms of the period to which they apply. With regard to items
for previous years, if a review or self-review reveals error(s) of a significant amount in the annual reports
for previous years, corrections for previous year(s) resulting from final findings that became known and
were not challenged or appealed against by the balance sheet date will be presented in the
supplementary annex for each item on the balance sheet and the profit and loss account next to the
previous year’s figures for the 5 years preceding the current year, broken down by year. Correction
items for a period more than 5 years prior will be presented in the supplementary annex in aggregate
with the figures for the 5th year. Items for previous years considered as significant will be recognised in
retained earnings in the monthly accounts.

Definition of transactions of exceptional size or incidence

The Company considers gains and expenses (costs) accounted for under certain titles to be of
exceptional size in any case and presents these by title in the supplementary annex if they amount to
HUF 10 million or more and, with regard to their nature, result from transactions that fall under the
following titles:

e contribution in kind ( capital contribution),

¢ transfer/receipt without compensation,

¢ gifts, bequests,

¢ dissolution without a legal successor,

e dissolution with a legal successor (conversion, merger, demerger),
* reduction in the share capital by divestment,

e cancelled receivables,

e assumed liabilities,

e assumed debt,

e cancelled liabilities,
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¢ cash received without the obligation of repayment,

¢ cash transferred without the obligation of repayment,

* services provided without compensation,

¢ services used without compensation,

* operating aid received,

¢ development support received,

* support provided on any grounds,

* titles accounted for under other gains and other expenses not listed above, presented in Section
11.2.4 of the supplementary annex

Definition of significant value with regard to certain accounts and assets

With regard to the extraordinary depreciation of tangible assets and amortisation of intangible
assets, the difference between the book value and the market value is considered significant if it
exceeds 5% of the asset’s book value prior to the recognition/reversal of extraordinary depreciation
or amortisation or HUF 1 million as a minimum.

With regard to the impairment of investments representing participating interests and debt
instruments and the reversal of such impairment, the difference between the book value and the
market value is significant if it exceeds 5% of the asset’s book value prior to the recognition/reversal
of impairment or HUF 1 million as a minimum, irrespective of whether they are held in non-current
financial assets or current assets. In any case, the difference is considered significant if it exceeds
HUF 500 million.

With regard to the impairment of receivables (including trade and other receivables) and the reversal
of such impairment, the difference between the book value and the market value will always be
considered significant.

With regard to the impairment of purchased supplies (materials, goods) and the reversal of such
impairment, the difference between the book value and the market value is significant if it exceeds
20% of the asset’s book value prior to the recognition/reversal of impairment. With regard to the
impairment of produced stocks (unfinished production and semi-finished products, finished goods)
and the reversal of such impairment, the difference between the book value and the expected sales
price, reduced by expected costs and increased by the expected support, is significant if it exceeds
20% of the asset’s book value prior to the recognition/reversal of impairment.

With a view to Section 16(5) of the Accounting Act (the principle of cost/benefit comparison), for
economic transactions outside the corporate group influencing earnings, net items exceeding HUF 2
million are recognised as accruals or deferrals on the reporting date. An exception is made for
network access fees, which are always recognised. For transactions related to invoices, an item
represents the net total of the invoice, while for items not related to invoices, an item represents the
amount indicated in the document (e.g. contract, decision, calculation, etc.) that serves as the basis
for the recognition of the economic transaction in the accounting system. For, economic transaction
within the corporate group influencing earnings, all accruals and deferrals are recognised on the
reporting date, irrespective of their value.

Provisioning principles are included in Section Error! Reference source not found..

With regard to the recognition of deferred income, all items are considered significant and will be
recognised against other gains and income from financial transactions with respect to the offset
costs/expenses.
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1.3 Changes in the accounting policy during the current year

In 2017, a new Accounting Policy (including new valuation rules) was adopted at the MAV Group level
(EVIG Order 22/2017 (MAV Notice No. 10 of 31th March) and EVIG Order 23/2017 (MAV Notice No. 10
of 31th March)) and its provisions entered into application in the business year that started on 1 January
2017.

Valuation rules were amended with regard to the following:

* The rules for determining the impairment to be recognised on receivables were amended; the
new rules are explained in detail in the next chapter.

* The detailed rules for determining residual value were amended. Residual value is significant in
any case where its expected amount exceeds HUF 20 million, instead of the previous HUF 10
million. For the reassessment of residual value, the difference is considered to be significant if it
exceeds 25% of the residual value prior to the correction, instead of the previous 5%.

* With regard to the impairment and reversal of investments representing participating interests, a
minimum was defined, below which no impairment is recognised or reversed. The new rule is
explained in detail in the next chapter.

The aforementioned amendments to the valuation rules have no significant impact on the Company’s
assets, financial position or earnings.

.4 Separation of the accounts for the Company’s railway activities

In compliance with Section 7 of the Decree 50/2007. (1V.26.) of the Transport Ministry and the Ministry
of Finance on the separation of accounts for various railway activities within railway companies, the
Company has accounting separation rules as part of its Accounting Policy.

Pursuant to the account separation rules, the principles for separating the accounts for railway
activities are as follows:

1. Separate accounts are kept for:
a) passenger transportation performed as a public rail service,
b) passenger transportation not performed as a public service, and
c) other activities,
while having central management (company overhead expenses) shared among public passenger
transportation, non-public passenger transportation and other activities.

2. The Company recognises its activities as assigned to business lines and accounts for them in
separate businesses:
a) Public service passenger transport business (SK) — passenger transport service provided on the
basis of a public service contract and ancillary services, including:
0 Public service passenger transport — suburbs segment (SKE),
0 Public service passenger transport — regional segment (SKR),
0 Public service passenger transport — interurban segment (SKT),
b) Non-public passenger transport business (SN) — passenger transport services other than those
provided on the basis of a public service contract and ancillary services, including
c) Other activities business (E) — services other than those related to passenger transport.

3. All assets and liabilities related to the activity are separated on the basis of the use of the resource
(asset, headcount) for the activity, and are accounted for in the applicable business. For underlying
transactions (contracting, resolution, decision, etc.), classification is based on the activity typical for
the originating organisation. Otherwise, when the transaction relates to a future business event
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(e.g. provisioning), it must be assigned to the activity that is expected to be concerned by the
business event.

4. Turnover, direct costs provided for in the Accounting Act and expenses and gains that can be clearly
assigned are assigned directly to the activity to be separated, primarily on the basis of the passenger
train, series of railway vehicles, headcount and domestic/international passenger transport. The
Company’s common operating expenses except for those related to central management are shared
and transferred among public passenger transportation, non-public passenger transportation and
other activities on the basis of typical passenger transport performance (e.g. seat-km) and other
indicators (e.g. the mileage of rolling stock).

5. Company overhead expenses are shared among public passenger transportation, non-public
passenger transportation and other activities proportionately, using projectionbases.

6. Headcount for the activity is determined on the basis of the organisation assignment of public
passenger transportation, non-public passenger transportation and other activities.

The Company prepares an annual supervisory report as a part of the supplementary annex to the
annual report. The annual supervisory report includes the following statements and explanatory
narrative assessments compiled about the activities to be separated: balance sheet, profit and loss
account, cash-flow statement, statement on activities with narrative assessment, average statistical
headcount of employees employed in the current year, subsidies by title, gains from related companies
and expenses incurred in relation to them by related company.

Amendments concerning account separation in the current year

On 1 January 2017, the Company migrated to a new enterprise management system. The settings
applied in the new system concerning principles for the separation of activities fundamentally remained
unchanged; the only change concerns the projection bases used for sharing overhead costs (regional
technical and sales costs and company overhead expenses). The projectionbasis used for separation is
the wage cost provided by implementation cost centres (for regional technical and sales costs) and the
wage cost recognised for the separated activities (for company overhead expenses), while overhead
expenses were recognised for segments in proportion to the direct and indirect costs incurred by the
implementing organisations in the period prior to 1 January 2017.

1.5 Valuation methods applied by the Company

.5.1 Common rules for the valuation of assets

When showing assets and liabilities denominated in foreign currency, the Company uses the official
foreign exchange rates published by Hungarian Central Bank to convert the amounts to Hungarian
forints.

For financial instruments, the Company does not apply the fair value method provided for in Section
59/A-F of the Accounting Act.

[.5.2 Valuation methods used for non-current assets

The ordinary depreciation of tangible assets and amortisation of intangible assets are recognised on the
basis of the expected useful life, using the straight-line method based on gross value, broken down by
calendar day, on a monthly basis.

In accordance with the Company’s Accounting Policy, residual value is considered significant if it is
expected to exceed 10% of the asset’s original cost or HUF 1 million as a minimum. Residual value is
significant in any case where its expected amount exceeds HUF 20 million.
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The cost of Concessions, licences and similar rightsintellectual property, and tangible assets with an
individual purchase/production value under HUF 100,000 is accounted for in full as
amortisation/depreciation when put to use.

When purchasing intangible or tangible assets, if the invoice or appropriate receipt is not received until
commissioning, the difference between the cost determined from the available documents and the
actual value determined from the final receipts will be considered significant and thus necessitates the
correction of the preliminary cost if it exceeds 2% of the preliminary cost. There is a significant
difference in any case where it exceeds HUF 20 million. With regard to the recognition of capital projects
carried out by an appointed state-owned company, all items are considered correction items.

With regard to the impairment of investments representing participating interests and debt instruments
and the reversal of such impairment, the difference between the book value and the market value is
significant if it exceeds 5% of the asset’s book value prior to the recognition/reversal of impairment or
HUF 1 million as a minimum, irrespective of whether they are held in non-current financial assets or
current assets. In any case, the difference is considered significant if it exceeds HUF 500 million.

The Company does not exercise the market value option under Section 57(3) of the Accounting Act and
does not recognise any adjustment.

[.5.3 Valuation methods used for current assets

The cost of produced stocks is accounted for as the prime cost that has a demonstrably close link to
production and can be recognised for the product and/or asset on the basis of the relevant indicators.
Stock inventories and any changes to them are recognised at their weighted average prices (clearing
prices). The average price is calculated as the weighted average price for the opening inventory and any
purchases made of the item and collated with the account in the month concerned.

With regard to rolling stock maintenance and repair needs, for inventories available at corporate level,
the consumption of which is uncertain (idle, slow-moving inventories), impairment is determined on the
basis of consumption data for the previous 5 years, taking the expected turnover time into account, as
one of the following percentages:

Expected turnover time | Rate of impairment
Within 1 year 0%
Within 5 years 50%
Over 5 years 80%

The Company does not recognise impairment for reasonably idle inventory categories (emergency
stocks, inventory of primary materials, inventories of machine parts and tools of strategic importance).
However, 95% impairment will be recognised for inventories deemed clearly superfluous and
recommended for scrapping at the end of the year.

The amount of impairment and reversal to be recognised for receivables (including trade and other
receivables) is determined as follows:

* 100% impairment is recognised for all receivables from a debtor if the debtor is subject to winding-
up, voluntary liquidation, compulsory liquidation or bankruptcy proceedings.

* 100% impairment is recognised for all receivables otherwise acknowledged by a debtor if legal action
is brought due to non-payment.

Impairment is recognised on the basis of individual rating for all receivables from an inter-rail debtor. If
inter-rail receivables from an inter-rail debtor have a negative balance (inter-rail liability), the necessary
amount of impairment will still be determined on the basis of individual rating for trade and other
receivables from that debtor.

For any other debtors, rating is performed on the basis of average ageing. For this purpose, the
weighted average of the due date of receivables from the debtor (average ageing) is determined for
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each debtor: the debtor’s balance in each receivable category (not due, 1-30, 31-60, 61-90, 91-180, 181-
365 days past due and more than 366 days past due) is multiplied by the first day for each category
(zero for not-due receivables) and the result is then divided by the total amount of receivables.

Based on average ageing, one of the following levels of impairment is recognised for all receivables from
the debtor:

Awverage ageing Rate of impairment
1-30 0%
31-60 10%
61-90 25%
891-180 50%
181-365 5%
366+ 100%

The amount of impairment and reversal to be recognised for receivables from enterprises with
participating interests is determined as follows:

100% impairment is recognised for all receivables from a debtor if the debtor is subject to winding-up,
voluntary liquidation, compulsory liquidation or bankruptcy proceedings.

In any other cases, the debtor’s individual rating will be the basis for determining the percentage of
impairment and reversal to be recognised for all our receivables from that debtor, except that no
impairment will be recognised for receivables from partners that belong to the MAV Group.

No impairment is recognised for receivables received before the balance sheet date.

When the information and documents available at the balance sheet date allow us to determine the
expected recoverable amount of receivables more accurately than as described above, the amount of
impairment and reversal will be established in an individual basis.

The Company accounts for the reduction of foreign exchange and currency reserves using moving
average exchange rates.

.6 Important information on and changes in the Company’s
operations

In 2017, the Company did not experience any changes that would have fundamentally influenced its
activities.

.7 Obligation to prepare consolidated financial statements

Name of the company involving the Company in its consolidated accounts:

MAV Magyar Allamvasutak Zartkoriien MiikodS Részvénytdrsasag.

Registered office of the company involving the Company in its consolidated accounts:
H-1087 Budapest, Kényves Kalman krt. 54-60., Hungary.

Pursuant to the Accounting Act, MAV-START Zrt. is considered a parent company. However, MAV Zrt., as
a superordinate parent company, draws up and publishes consolidated accounts and consolidated
business reports which include the accounts of MAV-START Zrt. and its subsidiary. Accordingly, with a
view to Section 116(1) of the Accounting Act, MAV-START Zrt. does not draw up consolidated accounts
and consolidated business reports.

The consolidated accounts of the MAV Group are available on the Company’s website at
www.mavcsoport.hu.

12/71 Notes to the financial statements of MAV-START Zrt. for 2017



'.é.-':‘\-\-': 1
MAV-START Passenger Transportation Private Company Limited by Shares WS”E Hﬂ” STRRT

Il Specific disclosures

1.1 Notes to the balance sheet

The Company prepares the type “A” balance sheet as provided for in Annex 1 to the Accounting Act.

The Company does not add lines to, omit items from, nor combine anything in the balance sheet
template specified in the Act.

The valuation methods applied to the individual balance sheet items are the same as used in the
previous financial year so no consequential P&L impact can be identified in the current period either.

11.1.1 Non-current assets

In 2017, the balance sheet value of non-current assets stood at HUF 250,269 M, up by HUF 35,291 M
compared to the previous year (a 16.42% increase).

Regarding the activities of our Company, rolling stock represents 79.89% of our tangible assets,
amounting to HUF 195,252 M at book value, which comprises of HUF 117,604 M in railcars, HUF 23,702
M in TRAXX locomotives, HUF 39,416 M in traction vehicles, HUF 14,519 M in passenger coaches, HUF 4
M in wagons and HUF 7 M in other self-propelled rail machines.
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I1.1.1.1 Changes in intangible assets

figures in million HUF

Capcilalis:: Capcilalita:: Intangible tatellectual Adﬂnt:e
amoun amoun ae . rments on
DEFINITION foundation/r | experimental w?n;;ab- property | Coodwill p:;langﬂtle Total
estructuring | development assets
I Gross amount, opening 3 bl ] 2201 4 608 0 0 7367
2 o o 802 1574 o o 2776
Purchasing-reconstruction, advance given
3 Own production o o o o o o o
4 Assats received free of chargs a a a a a a a
5 Inventory surplus 0 o o o o o o
i Assets transferred free of charge o o o o o o o
P Contribution in kind o o o o o o o
4. Dizposal 0 i} i} i} i} i} i}
= Scrappine, partizl serap 0 i} i} i} i} i} i}
10 Wizssing 0 o o o o o o
11 Diastriction 0 o o o o o o
12 Forsign exchange revalvation (advanes) o o o o o o o
I3 Rastatement (breakdown, consolidation,
advance offsetting) 0 40 -24 o o o -64
14 Gross amount, closing 3 5ia 2979 6 581 ] ] 10079
15 Depreciation, opening 3 238 1300 1107 0 0 2 E4T
Id Diepraciation in the current vear o 106 743 o465 o o 1 800
17 Diepraciation in the previows vear 0 o o o o o o
13, Extraordinary depreciation in the current ] o o o o o o
wear
Iz Extraordinary depreciation reversad il o o o o o o
20 Assets received free of charze o o o o o o o
21 Inventory surplss o o o o o o o
22 Asszats transferred free of charge o o o o o o o
23 Contributzd to the Company a a a a a a a
24 Disposal 0 o o o o o o
25 Scrapping 0 i} i} i} i} i} i}
24 Missing 0 0 0 i} i} i} i}
27 Drestruction 0 i} i} i} i} i} i}
28 Reclassification (brealcdown, 0 i} i} i} i} i} i}
consolidation)
29 Depreciation, closing 3 3dd 2048 2053 0 4 448
30 Opening, net g 318 901 3501 0 0 470
31 Closing, net 0 172 931 4528 ] ] 5631

Table 1: Changes in intangible assets in the current year

The net value of intangible assets grew by HUF 911 M compared to the previous year. This growth was a
result of a capitalisation in the amount of HUF 3,894 M in the current year. Among the assets put into
service, the most significant are the JE application and framework at HUF 1,109 M and the INKA
software at HUF 872 M.

For intangible assets, amortisation is recognised on the basis of useful life, using the straight-line
method.
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II.L1.1.2 Changes in tangible assets

figures in million HUF

I.a:n.d.a.nd Te&:]m.ica] l:':i'ﬂler ) Advames
ln.u]d.t.nga, u[u.l]n-nent, equipment, Breeding C'a!ntal payments
DEFINITION and rights | machinery | fixtures and prajects, . Total
to and fittings, stock renovations for t.ﬂ.]ntﬂl
immovables| wehicles vehicles projects
1 Gross awount, Gpening 2 566 297379 178 o 5364 o 305 486
2 Purchasing-reconstruction, advance 3 265 36 4582 41 757
ziven
EX Chwn production 10 857 10957
4. Assets received free of charge 0
5 Inventory surplus o
3 Talkzover for asset management o
7. Increass due to transfer of assets o
& Assets transferrad free of charge 0
2 Contribution in lind 0
I0. DHsposal -3 -8
11 Scrapping, partial scrap -222 222
2 Missing -2 -2
I3 Destruction 0
14 Commissicning 861 16 791 -17 614 0
15 Felinguished assst manasement richts o
Ie Decrease dus to transfer of asssts 1] 0 ] 0 0 0 0
17 Forzien exchange revaluation (advance) -7 -7
15 Feclassification (brealcdown,
consclidation. advancs offsstting) 0 0 0 0 38 0 33
19 Gross amount, closing 3427 313939 178 o 3972 36 485 357 999
20. Deprecietion, opening 367 94 959 156 0 o o 95 483
21 Depraciation in the current vear 146 18 085 @ 18 254
22 Depraciation in the previous yvea 0
23 Extraordinary depraciation in the corrent year 0
24 Extraordinary depreciation reversed 0
25, Assets received free of charge 0
24, Inventory surplus 0
27 Assets transferrad free of charge 0
28 |Contribution in kind o
29 DHsposal -3 -3
0. Scrapping -117 -117
EI Missing 2 2
2. Destruction 0
33 Felinguished assst manasement richts o
4. Decrease dus to transfer of asssts 0
5. Reelassification (brealcdown, consclidation) 0
36. Depreciation, closing 313 112937 165 o o o 113615
37 Opening, net 2199 202421 19 o 5364 o 210003
38 Closing, net 2914 201 002 11 o 3972 36 485 244 384

Table 2: Changes in tangible assets in the current year

The net value of tangible assets grew by HUF 34,381 M compared to the previous year.

Advance payments on capital projects were made to implement projects involving support: HUF 27,965
M for 11 high-capacity electric multiple unit trains, HUF 7,954 M for 8 diesel/electric Tram-train vehicles
and HUF 566 M for ETCS on-board equipment for Flirt multiple unit trains.

The increase in the gross value of tangible assets is primarily the result of rolling stock refurbishment in
the amount of HUF 14,162 M.

The decrease was caused by the recognition of ordinary depreciation in the amount of HUF 18,254 M.
There was no extraordinary depreciation or reversal of extraordinary depreciation in 2017.

For tangible assets, amortisation is recognised on the basis of useful life, using the straight-line method.
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11.L1.1.3 Developments in capital projects

figures in million HUF

Capital project in progress
Definition
Previous vear | Current vear Change

Opening 3145 5 364 229
Agdditions in the current year (+) 25274 5263 -24 000G
Eelf-producad () 3 348 10857 2411
Commissioning (-} -35 504 -17 614 17 833
Extrapréinary depreciation (+) 0 0 0
Reversal of extraordinary depraciation 0 0 0
s

Other inersase (<) 0 G 0
Other decraass (-} -2 l 2
Closing 5 364 3972 -1 392

Table 3: Developments in capital projects

In the current year, own production accounted for slightly more than two-thirds of the HUF 16,222 M
capital expenditure at HUF 10,957 M. The vast majority of this amount is from rolling stock
improvement projects, including the HUF 3,003 M general overhaul of CAFs, replacement of bogies at
HUF 2,876 M and the HUF 1,831 M refurbishment of IC cars.

As part of the development projects related to IC+ serial production, a hall with 3+1 positions was built
in the amount of HUF 600 M, of which HUF 253 M is 2017expense.

The Company spent HUF 539 M to purchase IT hardware, including the tangible assets purchased for the
JE and INKA projects.

I1.1.1.4 Impact of the recognition of depreciation in the current year

figures in million HUF

Depreciation
Total pursuant Pursuant to
Definition Ordinary Extraordinary to the

Accounting Act the CITA
Land - 0 0 -
Propertizs (exespt land) 146 i 144 150
Machinery, squipment 18 095 0 18 095 25531
S;W ané £ 0 S 6
Capital projects - 0 0 -
Touwl tangible assets: 15254 g 15 254 I0127
Fovndation/restroctering 0 0 0 0
Experimental davelopment 106 0 104 106
Intangible property rishts 745 0 743 721
Intellectual properts 445 { 45 41
Goodwill 0 i 0 0
Total intangible assets: 1800 ﬂ 1800 1789
Grand total: 20 054 a 20 054 31 896

Table 4: Amortisation of intangible assets and depreciation of tangible assets in the current year
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The amortisation/depreciation rates for tangible/intangible assets were established on the basis of the
identified useful life and are typically lower than the amortisation/depreciation rates set in Corporate
Income Tax Act. For the Company’s tangible assets, the straight-line write-off method is used in any

case, except for TRAXX locomotives.

The amount of recognised ordinary depreciation decreased by HUF 257 M compared to the previous

year.

I1.L1.1.5 Transfer/takeover without compensation

There was no transfer or takeover without compensation at the Company in 2017.

I1.L1.1.6 Presentation of the long-term investments of the Company

The table below shows the development of the long-term participating interests of MAV-START Zrt.

figures in million HUF

Book value of investments

Definition (]:::Enn L::Eg Increase | Decrease E:r;u‘:f
Eelated companies 233 0 1 252
Miajor participating interests ] ] ] 0
Other participating interests 1 0 0 1
Other long-term loans 1 0 0 1
Total: 235 7 1 254

Table 5: Book value of the Company’s investments by category

Long-term participating interests of MAV-START Zrt. are described in Section I11.6.

I1.L1.1.7 Presentation of the impairment of non-current financial assets

The Company did not recognise any impairment for the non-current financial assets shown in its

accounts in 2017.

I1.L1.1.8 Presentation of the value of subordinated assets by title

The Company did not record any subordinated assets in its books.

Notes to the financial statements of MAV-START Zrt. for 2017
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11.1.2 Current assets

In 2017, the balance sheet value of current assets stood at HUF 68,856 M, up by HUF 22,803 M
compared to the previous year (a 49.51% increase).

11.L1.2.1 Presentation of inventories

figures in million HUF

Workin | Animals for Advance
DEFDNITION Faw materials L‘F’“‘m ﬁm m Coods p:;-:m:r Total
products | other livestodk

1. |Gross valus of spening inventoriss 14 563 1615 g 1133 13 783 17 707
2 |Puschases, stvance pavments 18 251 0 0 0 2700 0 21 730
3| Assets seceived Fem of chargs 0 0 0 0 0 0 g
£ |Contribution in kind o 0 0 0 0 0 g
5. |Reclassification o 0 0 0 0 0 g
6. |Recognissd in inventories 0 1981 0 8817 0 0 10 798
T |Sueplo 0 0 0 0 0 0 7
5 |Other incresse 30 0 0 0 0 0 30
9 |Use (recosnised in sxpenses) -10 428 -1 620 0 B 618 ) 0 29273
10, |Reclassificstion, ofatting of sdvance paye o 0 0 0 0 o g
1I. |Disposal 0 0 0 0 276 0 -2 836
12, |Assets transimret S=s of chares 0 0 0 0 0 0 g
13 |Contribution in kind 0 0 0 0 0 0 7
14, |Scmapping 28 0 0 7 -10 0 43
15, |Mlissing o 0 0 0 ) 0 i
16, | Other decreass 301 0 0 T 0 I 333
17, |Gross closing fnventory 14147 1976 g 1276 11 377 17 787
15 |Opening fmpairment 269 g g 136 g 0 1005
20, |Impairment ©r the coment year 332 0 0 3 0 0 333
21 |Written of dus to inventory decraaze 101 0 0 a0 0 0 231
22 |Impeimment seversed amw 0 0 72 0 0 431
23 | Closing impairment 131 7 g 7 g 0 538
24, | Opening net balones 13 694 1615 g 997 13 783 16 702
25. | Closing net balanes 13 316 1976 g 1248 11 77 16 929

Table 6: Presentation of inventories

The closing value of inventories grew by HUF 227 M compared to 2016.

The main components of this change are the increase in work in progress and semi-finished products
and Finished products of HUF 361 M and HUF 252 M, respectively, and a HUF 378 M decrease in
material stocks.

Advance payments on inventories include the advance paid to Siemens Zrt. for bogie and braking system
purchases as part of the IC+ project.

18/71 Notes to the financial statements of MAV-START Zrt. for 2017



MAV-START Passenger Transportation Private Company Limited by Shares HFIH‘STHHT

[1.L1.2.2 Presentation of receivables
I1.L1.2.2.1 Presentation of receivables and their impairment

figures in million HUF

Gross value of receivables Impairment on receivables Book value | Book value
Amount Other of of
- airm 7 ivabl ivahl
Definition Not | s11s0 | 181365 | overass Opening | utinthe | PALme | recovered | o emition | Closing | oo DI | TEOENADIES| e
1-80 days Total nt write- on
overdue - days days days balance current of balance

year off receivables impairment
- written off P

Impairme

Current | Previous
Vear year

Receivables from the
supply of goods and
services frrads
receivables) 4937 27 -3 7 52 3230 33 3 [ 11 [ 47 3182 3900 1282
Receivables from related
companiss 4631 [ 4 1 [ 4636 1 [ [ 1 [ [ 4636 3408 1248
of which: receivabiles from
{zuparordinats) parent

4366 [ 4 1 [ 4371 [ [ [ [ [ [ 4371 2482 2088

company

ofwhich: from fally
consolideted subsidizries o [ 0 [ [ o [ [ [ [ [ [ bl 913 -842
ofwhich: fom not fully
consolidated subsidizries 15 i [ [ 1 15 1 1 [ 1 [ 1 15 13 2
Receivables from
companies linked by
virmee of other
participating interssts 32 0 ] i 0 32 0 0 i 0 i 0 32 E -6
Receivables from
companics linked by
virtee gf orher
participating interests 18 i [ [ 1] 18 i [
Notes receiiable [+ [1] 1] [ 1] [ ] 4]
(kher receivables 38 4350 pi pil JE 485 39011 1268 69
Total receivables: 48 108 238 20 44 337 48 947 1524 72

[
4]

[ 18 20 -2

38453 21 051 17362
803 48341 28 457 19 884

HEEE

19

HEIBE
"
o
4

Table 7: Presentation of receivables and their impairment

The closing balance of receivables grew by HUF 19,879 M compared to 2016.

The recovery of value-added tax resulting from other receivables amounted to HUF 3,210 M.
Receivables related to social policy fare assistance totalled at HUF 1,178 M, public service cost
reimbursement receivables at HUF 22,370 M, receivables from health insurance and family benefits at
HUF 130 M and the recovery of excise tax related to rail transport activity at HUF 788 M.

In 2017, HUF 772 M worth of receivables were sold from receivables related to surcharge payments past
due for over a year. Other receivables past due for over 365 days amounted to HUF 485 M, of which
HUF 448 M were receivables related to surcharge payments past due for over a year kept on records by
the Company.

In 2017, 100% impairment was recognised for fare receivables related to surcharge payment from
passengers fined for travelling without a ticket, totalling HUF 520 M.

I1.L1.2.2.2 Receivables from related companies

The closing balance of receivables from related companies of MAV-START Zrt. was as follows in 2017:

figures in million HUF

Fully Not fully
Definition :DP;;E:::' consolidated | consolidated Taotal
subsidiary subsidiary
Advance pavments for
intangible assats 0 0 0 0
Advance payments for capital
projects L 0 0 0
Long-term loans to related
|companies 0 0 0 0
Advances pavyments for
inventories 0 0 0 0
Fecaivablas from related
|companiss 4371 70 15 4 656
Total- 4571 70 15 4 656

Table 8: Receivables from related companies
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Receivables from related companies amounted to HUF 4,656 M. The most significant of these is HUF
4,571 M from MAV Zrt., including HUF cash-pool receivables (loans) totalling at HUF 4,170 M.
Receivables from fully consolidated subsidiaries consist of HUF 40 M from MAV FKG Kft., HUF 17 M from
MAV Szolgéltaté Kézpont Zrt., HUF 7 M from MAV VAGON Kft., HUF 5 M from MAV KFV Kft. and HUF 1
M from ZAHONY-PORT Zrt. With regard to receivables from not fully consolidated subsidiaries, there are
receivables from MAV NOSZTALGIA Kft. totalling HUF 15 M.

Companies are categorised from the point of view of superordinate parent company (MAV Zrt.) on the
basis of a classification at the level of the corporate group.

11.L1.2.2.3 Reclassification of receivables and liabilities in the balance sheet

The following items have been reclassified in the balance sheet:

* HUF 8 M of trade receivables were reclassified as other current liabilities.

e HUF 23 M of supplier liabilities were reclassified as other receivables.

e HUF 6 M of other current liabilities under employer’s contributions and HUF 3,210 M of
recoverable VAT were reclassified as other receivables.

* With regard to payment liabilities to the budget and meeting such liabilities, HUF 141 M of other
current liabilities were reclassified as other receivables.

* Security deposit instalments payable to other companies for over a year were reclassified as non-
current liabilities.

* Instalments of long-term loans totalling HUF 11,140 M due in 2018 were reclassified as short-term
loans.

11.1.2.3 Presentation of securities
The Company did not record any securities in its books.
11.11.2.3.1 Presentation of impairment of securities

The Company did not record any impairment recognised for securities in its books.
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[1.1.3 Prepaid expenses & accrued income

figures in million HUF

Definition Previows vear | Current vear Chanze
Accrued income
Aromal of RIS railcar rent 4158 4033 -135
Acorued unbilled traffic ] 66
Aromed unbilled revenues 1090 753 -337
Arcrued externzl and internzl interest of the czsh-poal 1 0 -1
Aromed income booked for the subsaguent period 0 173 178
Arorued defult interest, penzlty znd compenzztion for the cusrent wear ] 11 n
Agorued reimburssment of public service costs 10 EID 0 -0 B1%
Unsezlised snchangs diference ofacomed incoms 0 B B
Total accroed income: 26184 & 061 -21133
Frepaid expenses
Prepzid pre-billed sxpenzes 458 366 22
Prepaid unbilled expenszas {oradit) 117 TER 572
Prepayment of invoices to be verified {oradit) (2t vezr-end, besad on the 1 o 1
Bazwwars 1izt)
Total prepaid expenses: 676 1155 Eyid
Deferred expenses
De’én?l_ofﬂl.en@-realisad. exchangs loss relating to the EUR 537 447 0
41,437,500 EfW Bank lozn zpresment
Disferral of the non-rezlized exchangs loss s=lating to the EUR 425 412 54
3E.250,000 ETB Bank lozn apresment
Dizferrzl of the non-rezlized sxchangs Toes relating to the WMo 110
sugofine lozn agrssment (Mo, 2581 {defrra] of non-rezlized sxchangs 1472 1448 14
loss relating to the surofing lozns)
Total deferred expenses: 1805 2307 -1%8
Toral- 28375 #3123 -20 8352

Table 9: Presentation of prepaid expenses & accrued income

Of current-year settlements with international railway companies, accruals related to the RIC railcar
lease and unsettled traffic fell by HUF 175 M.

The current-year accrual of unbilled revenues shows a decrease of HUF 337 M compared to 2016 as a
result of the settlement of traction and shunting services with international railway companies.

The accrual of unbilled expenses grew by HUF 572 M owing to the price adjustment of the expenses of

MAV Szolgéltaté Kézpont Zrt. recognised for the current year.

[1.L1.4 Equity

I1.L1.4.1 Presentation of equity components

figures in million HUF

. Registered . . Non-
Definition Reg"‘.t;’d capitalnoy | Cpifal | Retained |, abl Aﬂ?&‘“) Equity
capi paid () reserve earnings o reserve profit/(loss)

Opening balance in the cwrent year 43 742 a 67 633 3 048 1241 4023 119 685
:::y over of after tax profit/less of the previous o o o 4023 o 4023 P
Fzlzaz= of non-distributable reserves related to

0 0 o 308 -308 0 0
unrzalised axchanse lossas
Rele.aa:e of thenon-distributable reserve dus to o o o 146 146 o P
experimental devalopment
Profit/loss after tax in the current vear 0 0 [ [ [ 3 208 3208
Dividend payment 0 0 1] -700 1] -700
Closing balance in the current year 43 742 0 67 633 6823 787 3208 122193

Table 10: Development of balance sheet figures for equity

Notes to the financial statements of MAV-START Zrt. for 2017

21/71



= EMAUSTART

MAV-START Passenger Transportation Private Company Limited by Shares

1.1.4.2 Presentation of the Company’s share capital

There were no changes in the Company’s share capital in 2017.

The Company’s share capital comprises 100 registered ordinary shares with a face value of HUF
100,000,000 each and 33,741,514 registered ordinary shares with a face value of HUF 1,000 each. The
Company did not issue any shares in 2017.

MAV-START Zrt. has no convertible or equity bonds.

11.1.4.3 Presentation of non-distributable reserves by title

figures in million HUF

o , Fealeased in Made in th Closi
Legal prounds for non-distributable resarves PERIRE | ihe current ace 1o the psIng
balance vear current year | balance
Dhfference between provision :ulfr ]:.rll:faaltlsec. 933 308 0 615
emchange losses on FX loans and deferred expenses
gf whick: Eurgfima 11 162 136 o 116
EFW 344 80 o 154
EIB 317 a2 o 235
Amount relating to the reduction of harmiful 40 40 0 0

svhstance smission, not written off des to B&D
F&D relating to BMPZ IC+ railears, not written off 178 106 0 172
Mon-distributabls raserve due to the not written-off
foundation-restructuring

Toral:

0 0 0 0

1241 454 1'? 787

Table 11: Presentation of non-distributable reserves by title

I1.1.5 Provisions

The provisioning principles applied by the Company are regulated in detail in the Company’s accounting
policy. The principles applied for the main titles are summarised in the table below.

Title Recognised provisions

Liabilities related to
redundancies

For the total amount of the payment commitments included
in signed contracts for the subsequent years

Bonus earned for the
current year but not yet
approved

In the amount of the bonus and its taxes and contributions

Contingent liabilities in
lawsuits in progress (also
including interest and other
incidental expenses)

When the payment liability is likely to occur and will exceed
HUF3 M

Provisions are recognised for claims that exceed 1% of the
equity only when an individual assessment suggests that it is
likely or certain that the payment liability will actually occur.

Default interest

Based on the default interest calculation performed for the
unbilled period prior to the balance sheet reporting date
pursuant to the Civil Code

For expected expenses —in
the case of demolition and
maintenance expenses

When the expected expense is significant, based on an
individual valuation.

In the case of periodically
repeated maintenance
expenses of TRAXX

The funding of the periodic maintenance expenses is defined
with the following formula:
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locomotives and FLIRT
multiple unit trains

Provisions recognised
for periodic
maintenance expenses Length of the maintenance period
in the balance sheet

Period of the maintenance period

by the reporting date / run km

(time / km)

Estimated
*maintenance
expenses

I1.L1.5.1 Provision for contingent liabilities

figures in million HUF

. Released in . .
Provision for liabilities Opening the current Made m_the Closing
halance vear current vear halance

Provisions for liabilities related to redundancies 209 1 209 220 220
Provisions for environmental protection labilities 21 21 0 0
Provisions for litizated cases 641 137 170 674
Provizions for compensation claims 457 63 31 473
Pﬂ:-l‘ir'!.'s:l:ﬂﬂi recornisad for work clothes and vniform 592 150 152 284
oblizations
Provisions for default interest pavment 3 3 4 4
Provisions for bonus payment (booked for 2013) 42 42 0 0
Provisions for bonus pavment (booled for 2014) 34 1 0 33
Provisions for bonus pavment (booleed for 20168) 164 164 0 0
P:I.'DV:I.S:I.D:I-:I.E- for bonus payment (booled for the 0 0 182 182
current vaar)
Prowvisions for other litizated liabilitiss 21 2 629 648
Provizions for other liabilitizs (flest replacement) o 0 14 14
Total: 2274 792 1552 3034

Table 12: Provisions for contingent liabilities

HUF 209 M provisions were recognised in 2016 for employment-related liabilities and severance pays
incurred in relation to redundancies. The provisions were reversed in 100% in 2017 partly because they
were used and partly because they no longer served any purpose, yet HUF 220 M provisions were
recognised in the current year.

HUF 182 M provisions were recognised for bonuses based on the 2017 performance at the Company,
yet HUF 43 M provisions were reversed from the amount recognised in the preceding years for
employees falling within the scope of Section 208 of the Labour Code partly due to the time limit and
partly due to the change in the social contribution tax rate introduced on 1 January 2018.

In 2017, in total HUF 629 M provisions were recognised on the basis of an effective court judgment
relating to employment of people in jobs that involve standby service.

I1.L1.5.2 Provisions for liabilities to related companies

figures in million HUF

Provision for liabilities to related Opening ﬁ:ec?:r:;: Made in the Closing
companies balance current year balance
year
MAV Szolgaltaté Kozpont Zrt. 2 1 1
Total: 2 2 1 1

Table 13: Provisions for contingent liabilities
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The provisions recognised for liabilities to related companies relate to the default interest payment
liability. The data were extracted from Table 12.

11.L1.5.3 Provision for future expenses

figures in million HUF

. . Opening Released in Made in the Closing
Provisions for future expenses the current .
halance vear current vear halance
Provision ©r the maintenence of TRANE 1501 1 771 517 1247
locomntivas -
Provisions fr the maintenance of FLIRT vehicles 221 0 678 1599
Total- 242 771 1195 2848

Table 14: Provisions for future expenses

The Company recognised HUF 517 M provisions from the 2017 annual profit for the maintenance
expenses of TRAXX locomotives incurred in addition to the regular annual periods, yet reversed HUF 771
M provisions due to the performed maintenance works.

Based on a similar rational, since 2014 the Company has also recognised provisions to cover the
maintenance expenses of FLIRT multiple unit trains. In 2017, HUF 678 M in total provisions were
recognised for that reason.
1.1.5.4 Other provisions

11.L1.5.4.1 Provisions for exchange loss

figures in million HUF

. Opening Released in Made in the Closing
Description of loan the current
balance vear current vear| balance
Me. 11 Ewrofima loan agreement (Mo, 2582) 1209 0 112 1321
EfW bank loan agreement (EUR 41,437,500 EUR) 194 1 0 193
EIB tank loan agreement (EUR 33,250,000 EUR) 179 1 0 178
Total- 13582 2z 11z 1692

Table 15: Provisions for exchange loss
In the calculation of provisions for the Eurofima loans taken over with the incorporation of MAV-
TRAKCIO Zrt., MAV-START Zrt. uses the date of the assumption of the loan from MAV Zrt. as the date of
borrowing (9 May 2008).

11.L1.5.4.2 Provisions recognised under other titles

MAV-START Zrt. did not recognise any provisions under any statutory requirement or legal regulations.
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I1.L1.5.5 Provisions in the current year

figures in million HUF

Provision for Provision for Oth
Definition contingent future Ler Total
s araca provisions
liabilities axpenses
Opening provisions 2274 2422 1582 6278
Fslzazzd in the current vear 782 771 2 13565
Made in the cvrrent vear 13552 1195 112 2 859
Closing provisions 3034 2 846 1592 F572

[1.L1.6 Liabilities

Table 16: Changes in provisions

[1.L1.6.1 Presentation of subordinated liabilities

The Company does not record any subordinated liability in its books.

[1.L1.6.2 Presentation of non-current liabilities

On the reporting date, the Company had HUF 12,908 M non-current liabilities, which contain HUF
12,787 M in loans for capital projects and developments and HUF 121 M in other non-current liabilities.

[1.L1.6.2.1 Long-term loans

The majority of the loans of MAV-START Zrt. consist of the “Eurofima loan” assumed from MAV Zrt. and
“KFW, EIB TRAXX loans”.

The long-term loans of our Company are presented in the table below:

Siat " N ¢ of th Outstanding loan,
Date of the | Maturity of ate Emarantes clmomnt o Fhe 31122017
. (pursuant to Currency loan agreement
Loan title loan the loan movernment type (original
In currency .
agreement | agresment resolution) currency) EUR) in HUF M
Loans for capital and development projects

EUROFINA 11 31122003 | 17122018 |1036/2003., 1027/2008. EUR 26 943 000 26 943 000 8 336
EFW (TEAX) 03122009 | 15.05.2024 - EUR 41 437 300 21 547 500 6 683
EIB (TEAXX) 03.12.2000 | 15.05.2024 - EUR 38 250 000 18 380 (M 6 16%
MFE#* 27.10.2008 | 30.09.2024 - HUF 2 300 000 000 - 1330
Raiffeisen - H-91/2008. 23122008 | 23.12.2018 - HUF 3 000 000 000 - 454
UniCredit - MFE loan 10.05.2008 | 31.12.2023 - HUF 2 376 000 000 - G35
Total: £8 380 500 23 927

*The table contains the actually drawn down amount, the amount stated in the loan agreement is HUF 3.464 bn.

Table 17: Long-term loans of the Company

Of the outstanding loans, the HUF 11,140 M instalments due in 2018 are reported in the balance sheet
among the short-term loans. The currency loans were converted at 310.14 HUF/EUR exchange rate
(published by the MNB on the reporting date).

The outstanding term of the following loans does not exceed 5 years. The contracts for the KFW (TRAXX)
and EIB (TRAXX) loans will mature on 15 May 2024, the contract for the MFB loan will mature on 30
September 2024and the UniCredit — MFB loan agreement will mature on 31 December 2023; the
balance of those loans on the reporting date was HUF 15,117 M.
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figures in million HUF

Loan title 2018 2018 2020 2021 in 2022 and Taotal
after
Loans for capital and development projects
EUROFIMA-11 (No. 2582) 8 336 0 0 0 0 8356
KRN [TRAXX) 1028 1028 1028 1028 i1 6 683
EIB (TRAXX) 949 948 w49 H4e 2373 6 169
MFB 196 196 196 196 346 1330
Raiffeisen - H-91/2008. 454 0 0 0 0 454
UniCredit - MFB 156 156 156 156 31 935
Total: 11140 2329 2329 2329 5801 22027

Table 18: Repayment schedule for the outstanding long-term loans of the Company

MAV-START Zrt. performs debt service for its loans for capital projects according to the contract. The
Company is also able to fulfil the debt service for its loans for capital projects according to the contract
from its operating cash-flow. The contractual debt service of the loans for capital projects is a main
priority for both the Company and the MAV group.

1.L1.6.2.2 Long-term loans and bond debts

The Company does not record any long-term loans or bond debts in its books.

11.L1.6.2.3 Other non-current liabilities

figures in million HUF

Definition Previous vear | Current year Change
Housing support liabdlity pursuant to the Optional Extra-
. : - 117 118 1
Wage Remuneration System
Cash at bank and on hand received as collateral {deposit) 22 3 -19
Total ether non-current Labilities: 129 121 -18

Table19: Other non-current liabilities

The non-current liabilities of the Company denominated in foreign currency include the Eurofima-11
loan and the EIB and KFW loans financing the purchase of the TRAXX locomotives, presented earlier.

Using the option provided in Section 33 (2) of the Accounting Act, our Company deferred the non-
realised exchange loss on the year-end revaluation of the currency loans, as a result of which the
amount shown in the table below under that title (HUF 2,307 M) is reported in the balance sheet among
the deferred expenses.

figures in million HUF

Amount of Of which, Exchange rate Of which, due Deferred exchange
Breakdown by ey ameis short-term Amount of I difference
- liahilities im . (Currency . 2 oere within one .
CUrrency type foreien currency amount in oy EJIHLT:) liahility vear outstanding at the end
e : CUFTency P : of the vear
EUR 63 380 500 33 318 000 310,14 21208 10333 2307
Total: 21208 2307
Table 20: Presentation of non-current currency liabilities
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[1.L1.6.3 Presentation of current liabilities

On the reporting date, the Company had HUF 72,665 M current liabilities. The current liabilities make up
22.18 of the balance sheet total and 84.92% of the total liabilities. Compared to the previous year, the
current liabilities increased by 101.03%, primarily as a result of a major rise in other current liabilities.

The balance of the short-term loans on the reporting date was HUF 11,140 M, reflecting an increase of
HUF 8,442 M since the previous year. Within that change, HUF 8,356 M relates to the repayment of the
No. 11. Eurofima loan on 17.12.2018. Within the HUF 6,724 M liabilities to suppliers in the current year,
the liabilities from services are the largest item (HUF 4,028 M). The other current liabilities amount to
HUF 40,808 M, reflecting a considerable rise of HUF 36,920 M since the previous year. This change was
the result of an increase in the liabilities relating to the vehicle purchasing projects implemented with
assistance.

[1.L1.6.3.1 Short-term loans

MAV-START Zrt. does not have any short-term loans. The items included in this balance sheet line are
the reclassified short-term repayments of the long-term loans.

[1.1.6.3.2 Other current liabilities

The amount reported in the other current liabilities balance sheet line contains the items presented in
the table below:

figures in million HUF

Definition Previous year | Current year Change
Payment liabilities to the state budget 722 139 17
Wages and salaries 2819 F40d 675
Contributions to employer’s fund 10 11 1
Membership fees deducted from employees 121 141 20
Other current liabilities 216 36423 36 207
I'otal other current liabilities I 888 40 808 F6920
Table 21: Composition of other current liabilities
I1.L1.6.4 Liabilities to related companies
figures in million HUF
Parent Fully Not fully
Definition consolidated | consolidated Total
company subsidiary subsidiary
Subordinated liabilities to related
comparies 0 0 0 0
Non-cutrent habilities to related
compaies 0 0 0 0
Current liabilities to related companies 0 804 2044 2 12 730
Total: 9804 2944 2 12750

Table 22: Liabilities to related companies

Within the liabilities to the parent company, HUF 3,695 M is the track network access fee, HUF 2,232 M
is the traction electricity fee and HUF 260 M is the insurance premium related to the railway vehicles. Of
the liabilities to fully consolidated subsidiaries, the largest amount is the liability to MAV Szolgaltatd
Kézpont Zrt. (HUF 2,316 M).
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Companies are categorised from the point of view of superordinate parent company (MAV Zrt.) on the
basis of a classification at the level of the corporate group.

II.L1.7 Accrued expenses and deferred income

figures in million HUF

Definition Previous Current Change
vear vear
Prepaid income
Prepaid pre-billed income 150 133 -17
Prepaid unbilled income { 310 310
Other prepaid incoms 38 0 -3§
Total prepaid income: 188 443 155
Accrued expenses

Acerval of vnbilled expenses 2512 4725 2213
Acerval of incoming invoicss to be verified 278 0 -278
Accrial for invoices accounted for the subsequent period 0 60 60
Acerped RIC railear lease 3234 2975 250
Acerued vnsettled deliveries 2 & -18
Accrual of interests payabls for the corrent period (exespt for 60 47 213
default interesty

Accrual of incentives - wazss 158 G35 63
Aecrual of incentives - contributions 7 20 17
Unrealized exchange difference of accrued expenses 0 7 7
Total accrued expenses: 6 305 T 937 1632

Deferred income

Tangibls and intangible asssts identifisd 2z surplus 23 20 -3
Transfers from the budeet 3 3 {
Assistance received in the framework of KOFOP-42 MV 63 016 63 626 -2 350
Azsistancs received in the framewerl: of GOP 238 223 -33
Assistance received in the framework of KOZOP-INEA 434 411 -43
Assistance received in the framework of KOZOP-6 MV 10 447 10093 -354
Assistance received in the framework of KOFOP-TKA 322 306 -126
A ssistance raceived in the framework of KOZOB-IE 1061 663 -358
Azsistance received in the frameworl of KDOP 6 3 -1
Assistance received in the framework of KOFOB-UTAS ag3 413 4810
Azsizstance received in the framework of IKOP-6+9 LIV 15087 26 068 10081
Total deferred income: 97 677 103 930 6 153
Total: i0d 170 12310 8 140

Table 23: Changes in accrued expenses and deferred income

Due to the favourable developments in the current-year settlements with international railways, the
accruals of the current year dropped by HUF 277 M.

The settlement of lease and traction fees resulted in a major increase in unbilled expenses.

The largest change since the previous period may be observed among the deferred income. It is related
to the subsequently received assistance for multiple unit train purchases. The received assistance was
deferred or reversed proportionately with the accounted depreciation.

[1.1.8 Disclosures relating to off-balance sheet items
11.11.8.1 Draw down and repayment schedule of loans not disbursed by the reporting date

The Company did not enter into any new loan agreement in 2017.

28/71 Notes to the financial statements of MAV-START Zrt. for 2017



— _
MAV-START Passenger Transportation Private Company Limited by Shares < EMAUSTART

[1.1.8.2 Derivative transactions

The Company also earned the majority of its revenues in HUF in the current year. In 2017, it incurred in
total 44.8 M expenses in EUR — EUR 8.5 M debt service for the currency loans according to the contract
and EUR 36.3 M liabilities to suppliers — of which EUR 28.8 M was not covered by the opening EUR
balances at the beginning of the year and EUR revenues received during the year.

The projected currency shortage was covered with EUR 9.3 M futures and EUR 19.5 M spot purchase
deals. Our Company did not enter into any deal carried over to 2018.

Our Company entered into futures hedge deals in eight transactions during the financial year, which
involved in total EUR 9.3 M and were aimed at reducing the EUR-based risk. Each deal was closed and
settled in 2017.

In 2017, our Company did not enter into any commodity hedge deal that was aimed at reducing the risk
of gas oil price fluctuation (increase).

There were no hedge transactions to reduce the risk of interest rate fluctuation in 2017.
There was no P&L and cash-flow impact resulting from the above deals in the current year.

figures in million HUF

Transaction type P&L impact Cash-flow impact
Forward 0 0
. . Swap 0 0
Clearing transactions Option 0 0
Total: 0 0
Forward 0.0 0.0
) . Swap 0 0
Delivery transactions Option 0 0
Total: 0.0 0.0
Grand total: 0.0 0.0
Hedging 0.0 0.0
of which: Non-hedging 0 0
Total 0.0 0.0
Stock exchange 0 0
of which: OTC 0.0 0.0
Total 0.0 0.0

Table24: Matured futures, swaps and options in 2017
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11.L1.8.2.1 Futures, swaps and options in 2017

Futures Closing Profit | Settlemen
Purchase leg Sales leg Value day | exchange | exchange (HUF)* t method
rate rate
1. §00 000 EUR 185 786 000 HUF|  20.068.2017 308 61 30961 - Fi [delivery
2. 300 000 EUR 92 937 000 HUF|  20.07.2017 30879 308,79 - Fi [delivery
3. 300 000 EUR 52 9753 000 HUF| 21.08.2017 309,93 309,93 - Ft [delivery
4. 300 000 EUR 53 015 000 HUF|  20.08.2017 310,05 310,05 - Fi [delivery
5. 300 000 EUR 93 045 000 HUF|  20.10.2017 310,15 310,15 - Fi [delivery
6. 300 000 EUR 53 114 000 HUF| 20.11.2017 310,38 310,38 - Ft [delivery
7. 300 000 EUR 53 156 000 HUF| 2012.2017 310,52 31052 - Fi [delivery
B 500 000 EUR 185 010 000 HUF|  20.06.2017 308,35 308,35 - Fi [delivery
9. 300 000 EUR 82 574 000 HUF| 20.07.2017 308,58 303,58 - Ft |delivery
10. 300 000 EUR 92 634 000 HUF|  21.08.2017 308,78 308,78 - Fi [delivery
11. 300 000 EUR 92 654 000 HUF| 20.09.2017 308,88 308,88 - Fi [delivery
12. 300 000 EUR 52 657 000 HUF| 20.10.2017 308,99 308,99 - Ft |delivery
13. 300 000 EUR 92 763 000 HUF|  20.11.2017 308,21 308,21 - Fi [delivery
14. 300 000 EUR 52 823 000 HUF| 2012207 309,41 309,41 - Ft |delivery
15. 1 500 000 EUR 453 %05 000 HUF| 08.11.2017 308,27 309,27 - Ft |delivery
16. 1 500 000 EUR 453 245 000 HUF|  08.11.2017 308,83 308,83 - Fi [delivery
17. 1 500 000 EUR 453 275 000 HUF|  15.11.2017 308,85 308,85 - Ft |delivery

*The P&L impact was established on the basis of the bank’s settlement exchange rate on the maturity date

Table 25: Currency futures, swaps and options in the current year
In 2017, the Company did not enter into any commodity futures transactions.
11.11.8.3 First loss guarantee and guarantee agreements

On the reporting date, the Company does not have a first-loss guarantee agreement. The existing
guarantee agreements are presented below:

figures in million HUF

. s . Start of End of Total
Beneficiary company’s name Guarantee type Contracting bank guarantee guarantee guarantee
Bank guarantees

pufsyant to GOV§rmnent Decree 271/2007 (19 October) the | payment bank KDB Bank Zit. 01.01.2014 31.12.2019 1100
Ministry for National Development guarantee
pufsyant to Govejrnment Decree 6/2010 (21 January ) the  |payment bank KDB Bank Zrt. 01.01.2013 31122018 150
Ministry for National Development guarantee
pgsyant to Gove?rnment Decree 6/2010 (21 January ) the |payment bank KDB Bank Zrt. 01.01.2013 31122018 5
Ministry for National Development guarantee
pu‘rs'uant to Gove?rnnlent Decree 271/2007 (19 October) the | payment bank KDB Bank Zrt. 01.07.2011 31.12.2019 10
Ministry for National Development guarantee
213/1996. (XI11.23 it to a G it Dy th

(XI1.23) pursuant to a Government Decree the | payment bank KDB Bank Zt. 26102010 | 30.06.2019 6
Budapest Metropolitan Government Office guarantee
Total assumed bank guarantees: 1,271

Table 26: Guarantee agreements existing on the reporting date
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11.1.8.4 Presentation of lien liabilities

MAV-START Zrt. has the following lien liabilities:

figures in million HUF

Loan portfolio
Name of loan encufubered by Collateral
lien on
31/12/2017
EUROFIMA 2582-11 83536| Rolling stock
EIB (TEAXX) 6169 Rolling stock
KfW (TRAXZX) 6683| Rolling stock
UniCredit - MFE 233| Rolling stock
Raiffeisen - H-91/2008. 454| FRolling stock
MFE 1330 Rolling stock
Total: 23927

Table 27: Presentation of lien liabilities
The locomotives taken over with the assumption of the EUROFIMA loans are encumbered with a lien.
The EIB and KFW loans relating to the purchase of 25 TRAXX locomotives are secured with liens on the

TRAXX locomotives.

[1.L1.8.5 Projected amount of environmental and reconstruction obligations not reported
among the liabilities

The Company did not have any off-balance sheet liability related to environmental protection.
I1.L1.8.6 Payment schedule of off-balance sheet interest and incidental expenses

figures in million HUF

Loan title 2018 2019 2020 2021 |M2022and)
after
EUROFIMA 2582 - 11 2 0 0 0 0 2
EIB 95 80 64 59 69 367
KW 270 226 183 144 165 988
UniCredit - MFB 23 19 15 1 9 77
Raiffeisen - H-91/2008. 7 0 0 0 0 7
MFB 52 44 36 28 34 194
Grand total: 449 369 298 242 277 1,635

Table 28: Payment schedule of off-balance sheet interest and incidental expenses

The interest payments were calculated according to the terms and conditions included in the business
plan.
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11.L1.8.7 Presentation of the operative lease agreements, existing on the reporting date,

and signed by the Company as lessee

figures in million HUF

Amount not
Maturity of Amount of the accounted b;
. Subject matter of the Date of the y agreement Y
Contracting partner (lessor) the the cut-off
agreement agreement (HUF M
agreement date
/month)
Deutsche Leasing Hungaria Kft 8 Desiro multiple unit trains 24.09.2008 28.02.2029 19 2,546
MAV Zrt. Office building rent 27.10.2009| indefinite 24 n/a
Railway vehicle (rolling
MAV Zrt. stock) rent 20.06.2007| indefinite 713 n/a
Mercarius Flottakezeld Kft. Vehicle rent 19.07.2017 19.07.2021 22 946
Total: 778 3,492

Table 29: Operative lease agreements existing on the reporting date

11.1.8.8 Other disclosures relating to off-balance sheet items

In 2017, the Company did not have any other disclosures relating to off-balance sheet items other than

the data presented in the separate tables.
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II.2 Additions to the profit and loss account

The Company prepares its profit and loss account with the cost by nature method as described in Annex
2 of the Accounting Act.

The Company does not add lines to, omit items from, nor combine anything in the profit and loss
account template specified in the Act.

As the valuation methods applied to the individual balance sheet items are the same as used in the
previous financial year, no consequential P&L impact can be identified in the current period either.

[1.2.1 Net sales revenues
[1.2.1.1 Net sales revenues by main activity

figures in million HUF

Previous year Current year
Description of the activity Breakdown Breakdown | Change
Amount Amount
(%) (%)
Revenues from public service passenger transportation 60 166 60,47 &0 570 60,64 404
of which: Fars and seat reservation 40 873 41,18 41 713 41,76 740
Price supplementation 18 610 18,70 18 296 18,32 -314/
Other 583 0,55 361 0.56 -22
Revenues fll'ﬂ'lll non-public service passenger 19 193 19.29 19 000 19.02 193
transportation
of which: Fare and seat reservation 9 515 856 G363 937 -152
Price supplementation 370 037 345 035 -25
International vse of passenger train car 4 G338 5,01 4728 473 -259
Sleeper car, covehette and restavrant ear servies 1057 1,06 1315 132 258
Other 3263 3,28 3248 325 -15
Revenues from other activities 10135 20,24 20 316 20,34 181
of which: Passenger train and cargo train traction* T 566 7.60 9056 9.07 1450
Other traction 451 0,45 330 0,33 -121
Shunting 3 605 3,62 3910 3,91 305
Traction service 4502 452 3 750 3,75 -752
Engineering activity 3 633 3,67 2812 2,32 -841
Rale of materials and goods 21§ 0,22 213 0,21 -3
Other 140 0,14 243 0,25 105
Total- 99 494 100,00 99 586 100,00 392

*The passenger and freight train data from the base period were aggregated.

Table 30: Net sales revenues by main activity

The public service passenger transportation sales revenues increased by HUF 404 M from the base year
to the current year. One of the reasons for that is an increase in employment and solvent demand
across the country, which led to an increase in the volume of sales of fully priced tickets and employee
passes. The continuously growing traffic on the reconstructed 30a line and the increasing popularity of
ticket sales from vending machines and online also contributed to the rise in domestic fare revenues.

The revenues of non-public service passenger transportation showed a contrary tendency, with a
decline of HUF 193 M, primarily due to the lack of the fee for the use of rail passenger cars (they did not
operate on the territories of partner railways due to track obstructions and technical faults, and no
restaurant cars were operated).

The sales revenues from other activities increased by HUF 181 M. The traction and shunting revenues
increased primarily due to the additional private rail and RCH orders. In addition, the former train
kilometre-based settlement was replaced by settlement based on other natural data with the partners,
for which a new unit price calculation was established.

The outstanding performance of the base year resulted from the delivery of the FMK-008 rail diagnostic
train manufactured for MAV KFV Kft., hence the lower revenue from engineering services in 2017.
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11.2.1.2 Export revenues and imports

figures in million HUF

Previowm vear Currest vear
F— Export of Elpocfu\f Toral Inwpore of Iqocfu\f _Toul Expore of Elrlcfl:ll\f Toral Impore of I-oc_rl:vl\f _Toul
- IeTViCe: -] | zervices -] | zervices = x| zervices ]
ET Member States
Germamy ] 1388 1358 1103 1241 1347] Q 1357 1587 317 1171 1365
Asairia ] 384 I 3171 1073 744 a 6156 6136 37 3638 4 183
Leahy Q E 3 7 1 | 0 3 3 0 ] o
Shovalcia ] 1111 111 1431 M1 1033 Q 1111 1111 0 3|7 17
Coach Republic Q 1343 1343 1193 1 Py 0 1483 1483 1 4 33
Shovemia Q 119 11 1X7 0 127 0 143 145 0 Q o
Poland ] 15 1 o7 L 1 003 0 ol ) 35 1 b |
France Q 310 310 4 0 4 0 38 i) 0 43 43
Undeed Kingdom ] 12 1T 4 1 3 Q pi] il 1 ] 1
Swadan ] ] o M4 a 34 a 142 142 a 14 14
Belziom Q 10 10 3 & 9 0 L g 0 T T
Deermark ] 1 1 o Q i Q 1 1 3 ] 3
Finland Q 0 ] 1 0 1 0 ] Q 0 ] 0
Grosce Q 0 Q Q 0 o 0 0 Q 0 Q o
Natharlandy ] 212 21z 4 66 135 0 a7 L) 3 26 o
Lraland Q 0 ] 0 0 0 0 Q Q 0 ] o
Latvia ] Q ] ] Q 0 Q Q ] Q ] o
Lithrmania ] a ] ] a 0 a Q ] a ] L
Lonsmbosrg Q 1 1 0 0 0 0 1 1 0 ] o
Pormzal ] Q ] ] Q 0 Q Q ] Q ] L
Spain Q 1 1 413 P 430 0 1 1 0 1 1
Romania Q 3 Ml 1352 133 1347] 0 1376 1378 0 P P |
Croasia ] 156 136 172 1 17 0 bl o) 0 14 14
| Blgeria 0 32 3 4 0 4 0 g g 0 0 )
Tawl EL g FERT 13516 I3 501 4129 17621 L) 14527 14527 1697 FMT T
Member Bsaves:
Now-EU hlember Sraves

Sariia 0 o] Il I 12 = | a )] 3la a 4 34
Mlomtmnsgno 0 0 ] 3 0 3 0 Q Q 0 ] o
Ulorzins 0 36 36 47 Q 47] Q 62 62 Q & |
Swimeriznd 0 268 65 358 10 5] 0 43 43 1 o2 14
Turkery O 0 Q Q 0 o 0 0 Q 0 Q o
Balerm 0 3 3 10 0 10 0 Q ] 0 ] L
Bomriz and

- o 0l Q Q Q 0 0l Q Q Q Q o
Mlzcadonia 0 1 I ] Q 0 Q Q ] Q ] L
Fondn 0 6 pi o] 0 0 0 ] Q 0 I P
Norway O 1 1 1 0 1 0 1 1 0 Q o
Aloddova ) 0 ] ] 0 0 0 Q ] 0 ] L
Eavot Q 0 ] 0 0 0 0 Q Q 0 ] o
Turbmesiian ] Q ] ] Q 0 Q Q ] Q ] o
Uzbaicistan ] a ] ] a 0 a Q ] a ] L
Afbria Q 0 ] 0 0 0 0 Q Q 0 ] o
Eazakhntan ] Q ] ] Q 0 Q Q ] Q ] L
Canada Q 0 ] ] 0 0 0 ] Q 0 ] 0
Ausiraia Q 0 Q Q 0 o 0 0 Q 0 Q o
| Oty 4] 0 ] ] 0 ) <] 0 ] 0 ] )

Toual won-ELT - - i
P—— g 1317 1317 T35 ) kel L) I31lé T3¢ 13 134 256

Graed sosl- g 14 823 14§32 14 238 4142 I8 298 Ll I 43 I 43 I18I9 & 981 R |

Table 31: Exports and imports

Similarly to 2016, the exports and imports of rail passenger transportation related primarily to the EU
Member States. Of the EU Member States, significant traffic is generated with Germany, Austria, Czech
Republic, Slovakia and Romania, where the settlement is based on the use of the rail passenger cars. In
relation to the non-EU Member States, the Swiss and Serbian traffic is the largest in the export and
import of services.

Our largest foreign suppliers are Austria, Germany, Poland and Slovakia.
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[I.2.2 Capitalised own performance

figures in million HUF

Description of the activity Previous | Current Change
year year
Unfinished production and semi-finished products changes -430 361 791
Finished products changes 308 252 -56
Change in self-produced inventories ‘ -122 613 735

Table 32: Change in self-produced inventories

figures in million HUF

Description of the activity Previous | - Current
year year
Change in self-produced inventories -122 613
Capitalised value of self produced assets 8,659 11,126
Capitalised own performance 8,537 11,739

Table 33: Capitalised own performance
The capitalised own performance includes the change in inventories produced by the Company and the

capitalised value of the assets produced by the Company. Under the latter title, the reconstruction and
modernisation of own and leased vehicles are the largest in amount, with HUF 10,718 M.

[1.2.3 Details of expenses by expense type

figures in million HUF

Previous vear Current vear
Definition Dnsiribuii Distributi| Change
Amount on (%) Amount on (%)

hlaterial expenses, total: 162 930 63,68 163 703 62,04 733
Personnal-related 72639| 2339 80120 30,36 7 481
sxpenss:. total:

Diepraciation, total: 20311 7.54 20054 T.60 -257
Toral: 255 900 100,00 263877 100,00 7977

Table 34: Changes in expenses
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11.2.3.1 Material expenses

figures in million HUF

Breakdown in Breakdown in
. Previous %o of the total Current %o of the total
Definition . . Change
year expenses in the year expenses in the
previous year current year

Raw materials

Electricity 13,159 5.14 10,809 4.10 -2,350
Use of warehouse materials 15,682 6.13 17,712 6.71 2,030
Fuel 6,042 2.36 7,049 2.67 1,007
Uniforms, working clothes, protective drink 869 0.34 756 0.29 -113
Fare ticket rolls 164 0.06 172 0.07 8
Gas 221 0.09 232 0.09 11
Water and sewage 132 0.05 137 0.05 5
Rail infrastructure materials 0 0.00 0 0.00 0
Other materials 871 0.34 1,137 0.43 266
Total material expenses: 37,140 14.51 38,004 14.40 864
Services used
Track network access fee 73,235 28.62 72,654 27.53 -581
Lease of railway and road vehicles 9,496 3.71 9,154 3.47 -342
fRe'c:Slway vehicle rent, RIC and other usage 6,623 559 5.989 597 634
Railway vehicle maintenance 7,134 2.79 6,187 2.34 -947
Train heating/cooling, train car examination,
train supplement, call centre, labour force rent 2,779 1.09 2,920 1.11 141
and other railway operation activities
Property rental 2,428 0.95 2,344 0.89 -84
IT services 3,178 1.24 3,830 1.45 652
Purchasing and stock management services 1,564 0.61 1,753 0.66 189
Building operation and maintenance 1,881 0.74 1,990 0.75 109
Traction, shunting 1,791 0.70 1,820 0.69 29
Cleaning of railway vehicles, graffiti removal 2,226 0.87 2,915 1.10 689
Security services 1,559 0.61 2,007 0.76 448
Training and HR services 1,793 0.70 2,169 0.82 376
Ticket sale commissions paid 1,055 0.41 1,090 0.41 35
Other maintenance 886 0.35 844 0.32 -42
Accounting and financial services 687 0.27 638 0.24 -49
Public utilities (sewage, district heating) 442 0.17 421 0.16 -21
Telecommunication and postal services 400 0.16 359 0.14 -41
Business trips 452 0.18 404 0.15 -48
Commercials, advertisement and market
research services 312 012 731 0.28 419
Track metering, cleaning, welding 9 0.00 39 0.01 30
Other rental fees 142 0.06 146 0.06 4
Legal services 25 0.01 22 0.01 -3
Expert’s, tender, and author’s fees 95 0.04 68 0.03 -27
Track maintenance 83 0.03 2 0.00 -81
Other services used 766 0.30 421 0.16 -345
Total value of services used: 121,042 47.31 120,917 45.83 -125
Other services
Administrative fees, duties 542 0.21 544 0.21 2
Insurance premiums 992 0.39 992 0.38 0
Banking charges 376 0.15 410 0.16 34
Total value of other services: 1,909 0.75 1,946 0.75 37
Cost of goods sold 189 0.07 163 0.06 -26
Services resold (intermediated) 2,670 1.04 2,673 1.01 3
Material expenses, total: 162,950 63.69 163,703 62.06 753

Table 35: Material expenses

The materials used in warehouses increased in relation to the changes in the composition and volume of
vehicle reconstruction done by the Company.

The cost of energy related to traction was lower in 2017, mainly due to price effects and partially due to
changes in specific consumption, yet the traction fuel expenses increased. The change was primarily due
to changes in fuel prices (in 2016 — 150.97 HUF/I, in 2017- 173.33 HUF/I).

The expenses for railway vehicle maintenance decreased as a result of the rescheduled activities and the
settlement of the performance of subcontractors employed in vehicle reconstruction performed by the
Company.
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I1.2.3.2 Personnel-related expenses

figures in million HUF

Breakdown in Breakdown in
o Previous 29 of the total Current | %0 of the total
Definition . . Change
year expenses in the year expenses in the
previous vear current year

Pavyroll cost 49 813 19,47 57314 21,72 730
Other payments to personnel 7403 289 7834 297 431
Social security and other contributions 15423 6,03 14972 3,67 431
Personnel-related expenses, total: 71639 2839 80120 20,36 7481

Table 36: Personnel-related expenses

The wage increase in 2017 reflected one of the most important objectives of the Company to improve
the income of the staff.

Government Decree 430/2016 (15 December) on the mandatory lowest wage (minimum wage) and
guaranteed wage minimum for 2017 increased the minimum wage by 15% and the guaranteed
minimum wage in jobs requiring qualifications by 25% compared to the figures applicable in 2016.

The HUF 7,501 M wage increase observed since the previous year was partly the result of the
Government Decree referred to above and partly the 3-year wage agreement concluded with the trade
union at MAV group level. In 2017-2019, in total, a 30% wage increase will take place in the MAV group,
for which the average increase in 2017 was 13%.

Since 1 January 2017, the social contribution tax has been reduced significantly from 27% to 22%, which
resulted in a decrease in wage contributions by HUF 451 M, which occurred even with a significant
increase in wage expenses.

11.2.3.3 Depreciation

figures in million HUF

Breakdown in Breakdown in
. Previous | % of the total Current | % of the total
Definition . . Change
year expenses in the year expenses in the
previous year current year
Acc9mted deprematlon of tangible assets with 19,948 780 19,444 737 504
continuous write-off
Depreciation accounted in a lump sum 363 0.14 611 0.23 248
Depreciation, total: 20,311 7.94 20,054 7.60 -257

Table 37: Depreciation

The scheduled depreciation was HUF 257 M lower than in the previous year.

The depreciation in the current year was HUF 20,054 M, of which 79.5% relates to the HUF 15,944 M
depreciation recognised on railway vehicles.
There was no extraordinary depreciation or reversal of extraordinary depreciation in 2017.
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II.2.4 Other gains and expenses
I1.2.4.1 Other gains

figures in million HUF

", Previous |Distribution| Current | Distribution
Definition vear (%) vear (%) Change

Income from disposal of intangible and tangible assats 3 .01 12 0.01 4
iRﬂ.atf:i's:lﬂ:i:::zaurddﬂm_' depreciation of tangible and 5 0,00 o 0,00 A
Reversal of impairment on inventoriss 305 25 451 0,28 36
Income from disposal of receivables 0 0,00 225 0,14 225
Reversal of impairment on receivables 1 0,00 0 0,00 -1
Amount from receivables written off 16 0,01 19 0,01 3
Damages received 240 0,16 245 0,15 -4
Late-pavment interest received 7 0,00 4 0,00 -3
Penalties received 3 0,00 131 0,08 126
Releasze of provision for contingent liabilities 2410 1,54 792 0,45 -1 618
Feelease of provision for futurs expenses 1670 1.06 771 048 -355
Feleaze of provizsion for vnrealised exchangs losses 1049 0,67 2 0,00 -1 047
Felease of other provisions 0 0,00 0 0,00 0
S;::;zs:ﬂdgrmtiraaavadaammpmsatmﬂfmmts 255 0,18 5177 3.20 4333
Refund of the expenses of public serviess 147 005 93,63 147 760 02,12 735
Positive difference betwesn the vales of asssts

contributad to the company as stated in the Articles of 0 0,00 0 0,00 0
Aszsoriation and as carried in the company”s booles

Development support received 3 837 244 4 788 2,50 451
Income from assets received free of charge and

identifi=d as surplus 0 0,00 0 0,00 0
Miseellansous other gains 38 0,04 659 0,04 11
Toml- 157001 100,00 160 396 108,00 3395

Table 38: Other gains

Since the previous year, the reversal of provisions for contingent liabilities decreased by HUF 1,618 M.
The two items with the greatest influence on this change were the reversal of the provisions recognised
for obligations from litigation relating to employment in jobs involving standby service and the reversal
of the provisions recognised for the termination of employment.

There was a decline of HUF 899 M in the reversal of provisions recognised for future expenses in
comparison with the previous year. This change was significantly affected by the reversal of the HUF 665
M provisions recognised for demolition expenses in the previous year.

Compared to the previous year, there was a HUF 1,047 M decline in the reversal of provisions
recognised for non-realised exchange loss because in 2016 the reversal of the provisions relating to the
lump sum repayment of No. 13/b. Eurofima loan was recognised in the books.

The HUF 4,838 M increase in assistance and transfers to cover costs and expenses was changed
significantly by the HUF 5,082 M NFM assistance granted to fund the wage increase.

The change observed in the received development assistance was affected by the reversal of assistance
in the current year in relation to and proportionate with the depreciation recognised on capitalised
assets.

The public service cost reimbursement in the current year is presented in detail in Chapter V.
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I1.2.4.2 Other expenses

figures in million HUF

s Previous | Distribution | Current | Distribution
Definition vear %) vear (%) Change

mxﬁﬁ assats, capital projects and 4 0,14 5 0.11 1
Expensas of scra; and mizsing tangible assats,
capital projects aipd?ﬂta.ﬂy'ble ae:ets e . “ 2,68 &4 1.42 =
zﬂat:hachﬂadtmgible Mdl:ffﬁ:utiﬂﬂ of tangible assats and 0 0.00 o 0,00 o
Impairment and scrapping of inventories 66 2,30 380 1328 314
Inventory shortaze 7 025 El 021 2
Impairment on receivablas 100 3,62 72 1,65 -28
Bad debts written off 3 029 0 0,00 -2
Book valve of sold receivables L] 0,00 0 0,00 0
Losses from damage 147 5,33 26 0,60 -121
Late-pavment penalty paid 37 315 11 025 -16
Damages 29 1,05 213 4,99 189
Salf-andit charges 1 0,04 1 0,02 0
Taxes and similar items 209 7.57 206 472 -3
Fines and penaltiss 13 047 13 030 0
Recognised provisions for contingent liabilities 720 26,00 1552 35,53 832
Rzcognised provisions for future expensas 1041 37,73 1185 2737 154
R"“"m::‘ﬁ;mm for unsaalized 22 3,33 112 2,57 20
Other provisions made L] 0,00 0 0,00 0
Difference between the valve of assets contributed to
the Company according to the Articles of Association 0 0,00 ] 0,00 0
znd their book valvs 2z 2 loss
Mon-rafundable support given to emplovess for home

L] 0,00 i} 0,00 0
Value of the non-rafundable transfer of assets and non-
cafundable provision of . L] 0,00 i} 0,00 0
Forgiven recaivables 0 0.00 [ 0,00 0
Cash transferrad without the oblization of repavment 140 5,07 297 6,80 157
Assumed liabilities ] 0,00 0 0,00 0
Other liabilities 21 077 0 0,00 -21
Various other expenszes 0 0.00 4 0,05 4
Total: 2759 100,00 4 366 100,00 1607

Table 39: Other expenses

The other expenses grew by HUF 1,607 M since the previous year. The increase was greatly influenced
by the HUF 514 M rise in the impairment and scrapping of inventories, of which the impairment on
specific engineering material inventories was the largest item. The provisions recognised for contingent
liabilities increased by HUF 832 M, of which the largest item was the provisions recognised for
obligations from litigation relating to employment in jobs involving standby services.
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[1.2.5 Profit/loss of financial transactions

[1.2.5.1 Income from financial transactions
figures in million HUF
.. Previous |Distribution| Current |Distribution
Definition year (%) year (%) Change
Dividends received (due) 0 0.00 0 0.00 0
Income and exchange gains from participating interests 0 0.00 0 0.00 0
Income and e.XF:hange gains from non-current financial 0 0.00 0 0.00 0
assets (securities, loans)
'Inte?esT and similar income received (due) from credit 77 16.70 16 444 61
nstitutions
Other interest and similar income received (due) 31 6.72 2 0.56 -29
Real{seq é)fchange gain on foreign exchange receivables 201 43.60 306 85.00 105
and liabilities
Exchange gain on forward transactions 0 0.00 0 0.00 0
Exc}?ange gain fro'm t.h'e 'year-end revaluation of 151 3275 1 3.06 -140
receivables and liabilities
Other financial gains 1 0.22 25 6.94 24
Total: 461 100.00 360 100.00 -101

Table 40: Income from financial transactions

The income from financial transactions declined by HUF 101 M versus the previous year. This change
was significantly affected by the HUF 140 M decrease in the exchange gain resulting from the year-end
revaluation of receivables and liabilities due to the equalisation of exchange rate fluctuation.

11.2.5.2 Expenses of financial transactions

figures in million HUF

- Previous | Distribution | Current | Distribution
Definition vear (%) vear (%) Change

E.xpa:taes and exchange losses from participating 1 0,04 o 0,00 1
interasts
Expenses and exchange losses from non-current
5 (2l assats (. tizs, lozns) 0 0,00 0 0,00 0
I.ﬂtafest.payable(paid.}a.ﬂdsmula:axpmses to cradit 575 20,61 466 5022 113
institutions
Other intersst pavable {paid) and similar expenses o o.op o oo0 0
Impairment on participating interests, securities and

its o oo o oo o
Exnha.?gelm?raah?duﬂrabafablesaﬂdhabuhnes 174 6.15 240 4741 266
denosminated in forsipn cuorrencies
Exchange loss on forward transactions 660 23,50 0 0,00 -660
Exchange loss on vear-end revaluation
of receivables and liabilities ¢ 0.00 ¢ 0.00 0
Other expenses of financial transactions 1395 49 64 22 237 -1 373
Total- 2809 100,00 928 100,00 -1 881

Table 41: Expenses of financial transactions

The expenses of financial transactions dropped by HUF 1,881 M since the previous year. This change
was affected by the HUF 660 M decrease in the exchange loss expenses for futures and the major, HUF
1,373 M decrease in the other financial expenses.
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I1.2.6 Gains and expenses recognised in relation to related companies

figures in million HUF

Fully Subsidiary
Definition Parent consolidated :umlpan;r nutlful.l;r Total
COmMpAnY subsidiary LnrulTed |.n
consolidation
Gains
Met sales revenuves 4 080 560 35 4 684
Other gains 61 3 11 75
Income from finaneial transactions 2 6 0 1
Total revenuss: 4143 578 48 4767
Expenses

Material expensss 106 047 S 180 12 118 139
of which: Raw materials 21 519 1631 0 23150
Bervices weed 37 255 7 545 12 24 816
Other servicss 271 { 0 171
Zervices resold (intermediated) 2 { 0 2
Personnel-related expenses 32 6 2 41
Other expensss 153 g 5 167
Expenses of financial transactions 1 4 0 5
Total expenses: 109 233 g 199 19 118 451

Table 42: Gains and expenses in relation to related companies

Among the revenues recognised from the parent company, the sold domestic IC surcharges and seat
reservations, special train traffic and ticket revenues reached HUF 52 M, the traction revenue was HUF
3,653 M and revenues from engineering services amounted to HUF 371 M.

In relation to fully consolidated subsidiaries, the majority of the revenues were earned from MAV FKG
Kft. and MAV KFV Kft. The total revenues from MAV FKG Kft. amounted to HUF 414 M, including HUF 97
M in traction revenue and HUF 309 M revenue from engineering services. The total revenues earned
from MAV KFV Kft. amounted to HUF 86 M, including HUF 79 M from engineering services.

No deferred income was recognised in relation to any company with the group.

The majority of the expenses to the parent company consist of three items: HUF 8,565 M lease fee paid
for railway vehicles, HUF 72,510 M rail network fee and HUF 21,104 M traction related electric energy
and heating fuel. Among the fully consolidated subsidiaries, MAV Szolgaltaté Kézpont Zrt. is the largest
partner with HUF 8,543 M. Within that, the two largest expenses include the cost of purchasing and
stockpiling services, with HUF 1,746 M, and the IT maintenance and services, with HUF 2,332 M.

Companies are categorised from the point of view of superordinate parent company (MAV Zrt.) on the
basis of a classification at the level of the corporate group.
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[1.2.7 Tax base amendments included in the corporate tax calculation

figures in million HUF

- Increasing Itemsl Decreasing
Definition . decreasing .
items the items items
Pre-tax profit/{loss) 3210
Adpstment dee to provisions 2748 1563 1185
Adpustment dee to depreciation 20 069 31 804 -11 735
Costs and expenses not relating to the business or incomes
gensrating activitiss 164 0 164
Fine'refund astablished by an avthority 4 0 4
Dividends received 0 0
Adpstment dee to the emplovment of vocational trainses 34 -34
Continved emplovment of trainees, emplovment of
formerly vnemploved persons 3 -3
Impairment on receivables / impairment reversed 73 1% 54
Expenses'rains identified during a tax awdit or self-revision 330 422 108
Donation 0 27 -27
Prices other than marlkst prices applisd between ralated
companiss 0 0 0
Total: 23 588 33 877 -F 079

Table 43: Adjustments in the corporate tax base

The corporate tax base is established from the pre-tax profit, which must be adjusted with items
increasing or decreasing the tax base specified by law.

At MAV-START Zrt., the following major items amended the pre-tax profit:

* The tax base was increased by the HUF 2,748 M provisions recognised for contingent liabilities
and future expenses and was decreased by HUF 1,563 M in reversed provisions.

* The tax base was increased by the actually recognised scheduled depreciation and the expense of
sold assets, recognised in the amount of HUF 20,069 M. Items decreasing the tax base included
depreciation, recognised pursuant to Section 7 (1) d) of the CDTA and in Annexes 1 and 2 which,
in the case of MAV-START Zrt., amounts to 31,804 M.

* 1In 2017, the corporate tax base was increased under the title of cost and expense incurred not in
the interest of the business with HUF 3 M time-barred receivable that cannot be enforced in court
and with a further HUF 161 M, including HUF 150 M transferred from MAV Zrt. to cover the
passenger transportation costs of the Children’s Railway and HUF 11 M assistance to associations
and foundations.

MAV-START Zrt. does not have any corporate tax payment liability to the Hungarian Tax Authority as an
overall result of the pre-tax profit and the items adjusting it. The Company incurred a HUF 2 M
withholding tax liability in Slovakia.

The State Tax Authority (NAV) conducted a complete tax inspection at MAV-START Zrt. for all fiscal years
ending in 2011 and for the 2014-2015 fiscal years.

NAYV did not conduct any inspection at the Company in 2017 that would have resulted in a period closed
with an inspection and did not make any findings in that respect, either.

The tax authority may examine the books and records at any time for up to 6 (six) years after the
respective tax year and may revise assessments or impose penalties. The managers of the Company are
not aware of any condition based on which the Company could have any obligation under such a title.

42/71 Notes to the financial statements of MAV-START Zrt. for 2017



MAV-START Passenger Transportation Private Company Limited by Shares @Mﬂw

11.2.8 Profit and loss account using cost of sales method
The Company does not prepare a profit and loss account with the cost of sales method.
[1.2.9 Other disclosures concerning the P&L

In 2017, the Company does not have any other disclosures regarding its P&L

1.3 Cash-flow statement

The Company’s cash-flow statement for 2017 is presented in the following table:

figures in million HUF
Previous | Current

KNo. Definition
Vear VEAT

L |Czzh Alow or ordinary operations {Operating cech flow, linss 1-13) 43§22 Faid4
1. |Profit befors tax + 4023 33110
1t |Cash trans®r znd receipt, accounted in the profitloss + 140 153
1l |Un=alized sxchange diferencs of czzh 2t hand znd in bank + [

la  |Unfealized exchange diference of fized zs52ts 2nd non-current lizbilities + -157 -33
1f | R=zlized exchange diferencs relating to the repayment of long-term lozns 2nd non-cusrent lizbilitiss + -38 -3
lg |Non-specified adjustments ralating to menzped stztz-owned zsssts, afecting the DAL + [ 0
1h  |Procesds Fom the contribution in kind offized assets + o 0
1i |Procesds fom'{loss on) non-current zss=ts transfred Fea of chargs + [ [
1j. | ‘Other non-specifisd adjustments afecting the profit before txation + 0 BE
1 | Amortization charge+ 10311 20054
3. | Accounted impairment znd seversa] + -158 166
4. |Changes in provisionss + -3 176 1354
5. |Procesds Fom sold fixed zsssts + -3 -8
f. | Changein supplisr lizbilitiss (+) 10 480 -50 368
7. |Change in other current lizbilities (+-) 655 37181
Ta | Change in business line ssttlements {lizbilitizg) + L] L]
B |[Change in acomed expenses znd dared inooms + 14 359 -1201
9. |Changein trade receivables (+) 416 -1173
100 | Changs of current zssats (without trads reczivables 2nd liguid 2szsts) + -4 558 -1E9EE
11. | Changes in prepaid expenzes & acorued income + 1558 20 E52
12 | Tax {on profit) paid. payabls - -1 -1
13. |Dividends and participating interasts paid, payabls- [ -T00
I | Cash=fTow from investment activities {lines 14-16) -3 753 -4 457
14, |Puschzase of non-current assets - -3 76D -4408

15 |Dizposzl of non-curent asssts + T
16. | Diividends and participating interests racaived + [
M7 | Cash flow from financial getivitdes (Financing cash fTow, lines J 7-27F -8 777 -1 725

17.  |Incoms Fom the izzus of shares 2nd capitaliszstion + [ L]
1B |Procesds Som the izsus of bonds 2nd debt sacurities + 0 0
19, |Bomowings + [ L]
10, |Repayment. cznosllztion znd redemption of long-term loans znd bank d=posits + 1 1
21 |Cash received without the obligztion of repayment + [ 1352
12 |Redemption of shares, divestiture {(cepita] reduction) - [ [
13 |Repayment of bonds 2nd debt saouritiss - 0 [
14 |Loan repayment - -B 615 -1885
15 |Long-term lozns znd bank deposits - [ [
18 |Financizl zssats transfred - -140 -185
27. |Change in lizbilities dus to foundars and in other non-cuarant lizbilities + -14 -B6
IV | Cash-fTow (II+IT} -3 708 2683
28. | Unsealized sychangs difsrence on cazh 0 -1
F | Change in cash af bank and in hand (133} -3 708 1682

Table 44: Cash-flow statement

Evaluation of the individual lines:

The pre-tax profit is HUF 3,210 M.
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The cash-flow (line 1V.) reflects the changes in the B. IV. cash line of the balance sheet, which shows an
increase of HUF 2,692 M in 2017. This change may be explained with the following events:

* The operating cash-flow of the core activity shows HUF 8,914 M cash influx in 2017, due mainly to
the recognised depreciation and the changes in liabilities.

¢ The investment cash-flow of -HUF 4,497 M is affected mainly by the tangible asset purchases
(commissioning).

* The financing, with HUF 1,725 M cash outflow, was predominantly influenced by the repayment
of the loans for capital projects.
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1.4 Presentation of the actual assets and liabilities, financial and

iIncome position

Value and composition of t:

Fixed assets ratio

Non-current assets
Total assets

Coverage of fixed assets
Equity

Own tangible assets

Coverage of fixed assets

Equity

Own non-current assets

Ratio of current assets and fixed assets

Current assets
Non-current assets

Value and composition of liabilities

Solvency ratio

Equity
Total liabilities

Gearing ratio

Debt (Liabilities)
Equity

Indebtedness ratio

Debt (Liabilities)

Total liabilities

250,269

327,648

122,193

244,384

122,193

250,269

68,856

250,269

122,193

327,648

85,573

122,193

85,573

327,648

76.38%

50.00%

48.82%

27.51%

37.29%

70.03%

26.12%

(base: 74.03%)

(base: 56.99%)

(base: 55.67%)

(base: 21.42%)

(base: 41.21%)

(base: 50.36%)

(base: 20.75%)
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Ratio of non-current liabilities

Non-ﬁS:r—ecr:Jtrlrg:)tillii?:s”iiieEsquity - % = 9.55% (base: 16.78%)
Equity growth ratio
RegistEeqr:tth)::apital = % = 279 (base: 2,74)
Profitability indicators
EBITDA (Operating profit + depreciation) = 3,778 + 20,054 = 23,832 (base: HUF 26,684 M)
EBITDA ratio = Net SSSslTrE\/;nues = —ggggg = 23.86% (base: 26.82%)
Return on sales (ROS) = Oﬁ:{it;rl‘gspé‘:g (L"esss) = % = 3.78% (base: 6.41%)
Review of the financial position:
Working capital and liquidity
Net working capital
Current assets - Current liabilities = 68,856 - 72,665 = -3,809 (base: HUF 9,906 M).
Liquidity ratio
Gament nsinies - e = wTen (base: 127.40%)
Quick ratio
S e - BE - on s 080
Cash liquidity ratio
Currer?taliS:bilities = % = 4.93% (base: 2.47%)
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II.5 Balance sheet and profit and loss account for previous years

The impact of the errors detected for the previous years in 2017 was below the threshold defined in the
accounting policy and therefore the detected errors were recognised in the profit/loss of the current
year and not in a separate column.
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Il Other supplementary notes

l1l.1 Environmental protection

MAV-START Zrt. performs its environmental tasks pursuant to the Back Office Agreement of the
Environmental Organisation of MAV SZK Zrt., a member of the MAV group, from 01/01/2017 (order-
based settlement). The Security Directorate is responsible for the professional management and control
of the Company’s environmental activity.

The Environmental Management System covers the whole area of the Company and was successfully
certified in January 2017.

The initiative to extend selective waste collection more widely introduced in 2017 failed due to its
rejection by the public service companies removing waste.

A tender was issued as an experiment for the demolition of the scrapped railway vehicles and was won
by ALCUFER. The selected vehicles will actually be demolished in 2018. Some of the approximately 30
selected vehicles cannot be transferred and will be demolished at railway sites, while the other vehicles
will be demolished at the contractor’s site.

The refurbishment of the facilities used for cleaning and washing passenger transportation vehicles and
the related wastewater management facilities continued. The railcar wash and wastewater
management system at the Budapest East automated facility was reconstructed. Emulsion demolition
equipment was established in Zahony to enhance the cleanliness of the wastewater generated by the
engineering technologies. The tender was closed for the Celldomolk JBI site and construction will take
place in 2018.

The railcar wash point and tray system implemented at Celldomélk and the reconstruction of the
locomotive wash tray at the JBI site are also aimed at ensuring the cleanliness of vehicles and the
fulfilment of the requirement under the service contract to impose a smaller load on the environment.

The tender for the design of the automated railcar wash facility at Szolnok station — to be used for the
cleaning and external wash of the planned multi-storey, multiple unit trains to be purchased in the
future — was closed, and the actual design will take place in 2018. The vehicle maintenance site was
changed and therefore the tender issued for the reconstruction of the “A”-type railcar repair facility was
stopped.

On the basis of the EU Directive on the preparation of a strategic noise map and the Hungarian legal
regulations, KTl was responsible for the preparation of the strategic noise map that had to be updated in
2017. The data required for their work were supplied at the beginning of the year. No information was
returned to the MAV group about the completed noise map.

The Noise Protection Round Table Discussion, attended by a large number of actors involved in
environmental noise protection, was organised as a supplementary event to OKOINDUSTRIA technical
exhibition and fair organised at the Railway History Park in 2017 with support from MAV Zrt. It is a sign
of the success of the event that the SZK Environmental Organisation has continued the professional
discussions started there since the conference.

In 2017, there were 2 extraordinary events involving the vehicles of our Company and environmental
pollution. As a result of vandalism involving the barrier at Nagykapornak station and damage caused to
the traction vehicle, some gas oil leaked. At Vép station, the fallen drive shaft of a locomotive
performing a test run after repair caused some damage, followed by fire. The nature or degree of the
contamination did not call for any remediation intervention in either case.

The Environmental Authority conducted a two-day air purity inspection at the Szolnok railway vehicle
repair site in 2017. The deficiencies identified during the inspection were remedied.
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[l1.1.1 Environmental protection obligations

figures in million HUF

Definition Opening Increase | Decrease Closing
balance balance
For soil contamination 20 0 20 0
For noise penalty 1 0 1 0
Total provisions 21 0 21 0

Table 45: Tied-up reserves and provisions relating to environmental protection

The Company’s records do not include any reserve tied up under the title of environmental protection
obligations in 2017.

figures in million HUF

Presentation of expenses

2016

2017

Change

Environmental protection
expenses

236

262

26

Table 46: Environmental protection expenses

[11.1.2 Tangible assets directly serving environmental protection

figures in million HUF

Land and
buﬂillldi:;s Technical Other Capital
. = | equipment, | equipment, .
No. DEFINITION d t cts, Total
¢ a.n :}gh * | machines |fixtures and r::E::ﬁ;ns o
immovables and vehicles | wvehicles

1. Gross amount, apening 35 88 a a 143
2 Increase in the current year ] 4 0 0 4
3. |Decrease in the current vear 0 0 0 0 0
4. Reclassification 0 0 0 0 0
3. Gross amount, closing 35 92 a a 147
6. Depreciation, opening 4 34 a a 38
7. Ordinary depreciation in the current vear 2 11 0 0 13
5. Extraordinary depreciation in the current vear 0 0 0 0 0
o Extraordinary depreciation reversed 0 0 0 0 0
10.  |Depreciation derecognised 0 0 0 0 0
11, |Other increase 0 0 0 0 0
{2, |Other decrease 0 0 0 0 0
13 |Reclassification 0 0 0 0 0
14. |Depreciation, closing & 45 a g 51
15. |Opening, net 51 54 o o 105
16. |Closing, net 49 47 4 f 96

Table 47: Tangible assets directly serving the protection of environment

At MAV-START Zrt., depreciation is recognised with the straight-line method daily for tangible assets,
which also include environmental protection assets.
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[11.1.3 The value and quantity of hazardous waste
The superfluous waste generated during the activity of the Company is valued regularly.

. Superfluous waste

figures in million HUF

EWC o Opening | Increase in the | Decrease in the | Closing
Definition
code balance current year current year balance
130205 Non—c}ﬂ(.)rm'ated .englne, gear 3 5 - |
and lubricating oils
Mineral-based non-chlorinated
130307 |insulating and heat 1 0 1 0
transmission oils
16 06 01 |Lead batteries 2 7 6 3
Total 6 12 14 4

Table 48: Changes in hazardous waste and in waste harmful to the environment

. Changes in spent oil waste sales

figures in million HUF

2016 2017

Recipient
Sold (kg) [Sold net value| Sold (kg) |[Sold net value

MOL-LUB Kift. 164,035 10 134,927 8

Table 49: Spent oil waste sales
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e  Changes in the quantity of hazardous waste and waste harmful to the environment

data in kg

EWC Defi Opening Generated | Transferred| Closing
code inventory quantity quantity inventory
060204*  |Natrium and potassium-hydroxide 7,678 7,678 0
070104*  |Other organic solvents, washing liquids and material bases 4 460 383 81
070603*  |organic halogenated solvents, washing liquids and mother liquors 0 193 0 193
080111* ‘Waste paint and varnish containing organic solvents or other dangerous 621 7.853 6.292 2,182

substances
080117* ‘Wastes from paint or varnish removal containing organic solvents or other 2,153 19.365 15.255 6.263
dangerous
080317* |Waste printing toner containing dangerous substances 946 1,690 1,691 945
080400+ ‘Waste adhesives and sealants containing organic solvents or other dangerous 2431 6,002 6.655 1778
substances
100402*  |Dross and skimmings from primary and secondary production 1,226 0 1,226 0|
110198*  |Other substances containing hazardous materials 364 4,220 3,236 1,348
120109*  |Machining emulsions and solutions free of halogens 192 696! 590! 298
120112*  |Spent waxes and fats 915 2,259 2,298 876
120116* |Waste blasting material containing dangerous substances 3,909 7,097 11,006 0
120118*  |metal sludge (grinding, honing and lapping sludge) containing oil 1,334 24,947 21,743 4,538
130113*  |Other hydraulic oil 160] 1,569 180 1,549
130205*  |non-chlorinated engine, gear and lubricating oils 18,371 120,696 120,645 18,422
130307* |Mineral-based non-chlorinated insulating and heat transmission oils 4,401 12,023 14,282 2,142
130502*  [Sludges from oil/water separators 2,262 234,266 233,762 2,766
130506* | Oil from oil/'water separators 0 5,516 5,516 0
130508*  |Mixtures of wastes from grit chambers and oil/water separators 200! 82,958 83,010 148
130701*  |Fuel oil and diesel 376 1,496 712 1,160
130703*  |Other fuels 1,440 1,303 2,063 680
140601* |Chlorofluorocarbons, HCFC, HFC 0 410 410 0
140603* |Other solvents and solvent mixtures 480 2,620 2,980 120
150110* |Packaging containing residues of or contaminated by dangerous substances 4,712 61,770 60,523 5,959
150111* Meral?w packaging containing a dangerous solid porous matrix (e.g. asbestos), 348 1.188 939 597,
including empty pressure containers
150202 Absorbents, ﬁl}er male.nals (mch«%mg oil filters not otherwise specified), wiping 15.189) 66777 68.830 13.136
cloths, protective clothing contaminated by dangerous substances
160107* | Oil fiters 2,085 7,416 7,659 1,842
160114* | Antifreeze fluids containing dangerous substances 40 4,705 2,060 2,685
160121* |Hazardous components 75 994 817 252
160213* |Discarded equipment 134 1,456 1,143 447
160303* |Inorganic wastes containing dangerous substances 29 205 47 187
160305*  |Organic wastes ining dangerous sut 1,979 6,665 6,403 2,241
160506*  |Laboratory chemicals, consisting of or containing dangerous substances 6 34 4 36
160507* |Discarded inorganic chemicals consisting of or containing dangerous substances 27 356 139 244
160601*  |Lead batteries 3,269 48,161 36,695 14,735
160606* |Separately collected electrolyte from batteries and accumulators 1,000 15,120 15,120 1,000
160708* |Wastes containing oil 0 8,994 7,812 1,182
161001*  |aqueous liquid waste containing hazardous materials 1,230 31,131 32,361 0
qi q g
170204*  |Glass, plastic and wood containing or contaminated with dangerous substances 368 624 972 20
170301* |Bituminous mixtures containing coal tar 0 2,841 2,841 0
170409*  |Metal waste contaminated with dangerous substances 0 180 45 135]
170410* |Cables containing oil, coal tar and other dangerous substances 21 0 21 0|
170503*  |Soil and stones containing dangerous substances 452 13,520 11,794 2,178
170603* | Other insulation materials consisting of or containing dangerous substances 83 114 147 50
190806*  |Saturated or spent ion exchange resins (artificial resin) 70 0 70 0|
190813* Sl:::ljes containing dangerous substances from other treatment of industrial waste 58,640 320,000 367,180 11,460
w.
200121*  |Fluorescent light tubes and other mercury-containing waste 185 1,620] 1,193 612
200129  |Detergents containing dangerous substances 0 78 [ 78
200133%* Batteries andagcumulators mcludedmle)§01, 16 0602.or16 06 03 and 196 1,750 1,702 244
unsorted batteries and accumulators containing these batteries
Discarded electrical and electronic equipment other than those mentioned in 20
200135* 5,091 6,814 7,302 4,603
01 21 and 20 01 23 containing hazardous components 3 i B B
200137* |Wood containing dangerous substances 0 1,440 940! 500
Total: 137,014|  1,149,270| 1,176,372 109,912

Table 50: Changes in the quantity of hazardous waste and waste harmful to the environment
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lll.2 Research and experimental development expenses

The R&D expenses and other technical development expenses, as well as capitalised R&D activities, are

presented below:

figures in million HUF

Definition Previous year | Current year
Expenses of R&D activities 0 0
of which: R+D to be capitalised for the company 0 0
Other indirect expenses of technical development 0 0
Total: 0 0

Table 51: R&D expenses

figures in million HUF

Definition Opening | Increase | Decrease | Closing
Gross value 516 0 0 516
Depreciation -238 -106 0 -344
Net value 278 172
Unfinished R&D 40 0 40 0
Total: 318 -106 40 172

Table 52: Capitalised R&D activities

In 2017, no expenses incurred in relation to R&D activities

The closing value reflects the net value of experimental development relating to the IC+ railcars
capitalised in 2014 because the unfinished R&D expense capitalised in the current year increased the
value of an M41 locomotive, in which the engine was transformed.
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[11.3 Assistance received

figures in million HUF

Current year Previous year
Received Cash Cash
Amount N Amount .
o el arged o smmoune | Amount |Dishorsed| | b | gL Amoune | Amoune |, f available
Description of support, (Amount assistance ;1 ad to] TOt¥et from - id disbursed assistance ;1 ed to| POtVE disbursed | ~ id fr dishursed
legal grovnds a : inthe |SPHTERCION ol from | support | PIC FOM | GUSHUTS inthe | “UTEECO ool from from paic from, | dasurs
ccording . assistance . . . assistance | assistance
to support previous assistance | amount on the cut- previous assistance | support on the cut-
document) vear(s) off date vear(s) off date
Zocial policy fars assistance in
18 641 o 18 641 1] 17 463 18 641 -1178 1] 18 880 o 16 866 18 880 -2 114
Excise duty refond for gasoil wsed in
traction® 4409 o 4409 0 3621 4409 -788 1] 4425 o 3554 4425 -B35|
Support
capital project + expense] 203 691 103 764 47 048 52 879 1362 1362 -4 83 857 19 907 99 927 19 907 19 907 -1 263
af which: GOP IC support 358 363 0 35 0 0 0 333 30 35 30 30 0|
EQZOP-IEOP INEA 871 455 69 147 5 5 372 a3 218 a3 a3 -5
KDOP Ticketing his 395 7 0 388 o o 0 7 o 388 0 o 0|
EGZOP 42 multipls unit wrains 73091 72 398 0 693 0 0 0 72277 121 693 122 122 0|
KGZOP 6 multiple unit wrains 11005 10 886 0 118 o o 0 10 868 18 118 18 18 0|
KOGZOP Ticksting 685 674 0 11 o o 0 1] 674 11 674 674 0|
KOZOP Ticket sales 1589 1407 0 182 o o 0 1407 182 1408 1408 0|
KQZOP Passenger i i 1536 1426 0 110 o o 0 1] 1426 110 1426 1426 0|
IEOP ¢ multipls unit trains 10872 8674 1187 1 1187 1187 0 1] 9674 1188 G874 5674 -75
IEOP ¢ muitipls unit rains 16 252 6474 5819 -1 108 108 0 1] 6474 Rk 6474 6474 -1 183
IEOP 39 largs-capacity
mudtiple unit trains 60 550 o 27 965 32585 o o 0 a o 60 550 0 o 0|
IEOP Tram Train 17 623 o 7954 9669 0 0 0 1] 0 17 623 0 0 0|
ETCE 50 umits
multiple unit trains 8974 o 44 2930 44 44 -44 1] o 8974 0 o 0|
Current-vear settlements relating to the
public servics cost reimbursements of
former yaars 2218 o 2218 1] 26 829 2218 -10 015 1] 931 o 4932 931 -11723]
Cost reimbursement of public services
in the current year 145 542 o 145 542 1] 123171 145 542 -22371 1] 145 074 o 123171 145 074 -22 903|
Recsived to cover the wage increase
NFM support 5434 0 5082 402 5484 5082 -402 1] 0 0 0 0 0|
Total: 379 985 103 764 222 940 53 281 177 920/ 177 244 -34 798 83 857 190 321 99 927 168 470/ 190 321 -38 838/

* Contains the amount of assistance granted in the current year pursuant to legal regulations

Table 53: Assistance recognised in the current year

The further details of subsidies are presented as part of Chapter IV.5, among the other disclosures
relating to separation.
figures in million HUF

Social policy fare charge support Previous year| Current year
allowance by type

50% 3,526 3,540
90% 2,366 2,267
Student allowance 7,165 6,904
Allowance for persons older than 70
(65) years 5,835 5,930
Total: 18,892 18,641

Table 54: Absorption of the social policy fare assistance

l1l.4 Average headcount figure, wage cost and personnel-type
employee expenses

figures in million HUF

Previous year Current year
Headcount Other Distribution Other Distribution
Payroll cost | payments to Total Payroll cost | payments to Total
(%o) (%0)
personnel personnel
Blue collar 34,426 5,106 39,532 69.09 39,708 5,417 45,125 69.27
White collar 15,355 2,277 17,632 30.82 17,565 2,396 19,961 30.64
Inactive 31 20 51 0.09 41 21 62 0.10
Total: 49,813 7,403 57,216 100.00 57,314 7,834 65,148 100.00

Table 55: Personnel-related expenses of the Company — without contributions
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figures in million HUF

] ; Previous vear Current vear
Legal grounds for Social security Distribution Distribution
and other contributions Amount (%) Amount (%%)
Social contribution tax 13141 85,20 12355 82,52
Age Allowance Guarantee Premium 0 0,00 0 0,00
F.ehabilitation contnbution 673 438 201 3,33
Health contribution 208 3,82 1009 6,74
Vocational training contribution 09 4.60 307 339
Total: 15423 100,00 14972 100,00
Table 56: Wage contributions by title
Previous year Current year
Average Average
Headcount statistical = vibution  StAUSteAl iy ibution
headcount (%) headcount (%)
figure figure
(number) (number)
Blue-collar 9,775.1 69.15 9,774.0 69.33
White-collar 4,360.0 30.85 4,323.0 30.67
Total number of employees: 14,135.1 100.00 14,097.0 100.00

Table 57: Number of employees at the Company

Average wage (HUF/person/month)

Average category-based wage (HUF/person/month)

Headcount Previous year Current year Previous year Current year

- blue collar 278,073 331,836 193,586 219,733

- white collar 283,227 320,781 250,875 279,076
Full-time employee! 279,658 328,456 210,977 237,881

Table 58: Average wage and category-based wage, also including workers involved in public
employment

The Company did not employ any worker under any public employment scheme in 2017.

. Index Current .
e . Distribution of whl.ch, Distribution year/ of WhI,Ch’
Definition Previous year public Current year . public
(%) (%) Previous year

employees (%) employees
Full-time 14,199 99.78 0 13,943 99.74 98.20 0
- blue collar 9,888 69.49 0 9,684 69.28 97.94 0
- white collar 4,311 30.30 0 4,259 30.47 98.79 0
Part-time 31 0.22 0 36 0.26 116.13 0
- blue collar 9 0.06 0 11 0.08 122.22 0
- white collar 22 0.15 0 25 0.18 113.64 0
Total employees 14,230 100.00 0 13,979 100.00 98.24 0

Table 59: Closing headcount figure in the Company in the current year (number)
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1.5 Supplementary notes relating to the executive officers and
members of the Supervisory Board

[11.5.1 Remuneration of executive officers and members of the Supervisory
Board in the current year

figures in million HUF

Definition Previous | Current Change
year year

Senior officers 48 51 3

Supervisory Board 7 8

Total: 55 59 4

Table 60: Remuneration in the current year

[11.5.2 Presentation of advance payments, loans disbursed to executive
officers and members of the Supervisory Board and guarantees
assumed in their names

No advances were paid or loans were disbursed to, or guarantees were assumed, in the name of
executive officers and members of the Supervisory Board in 2017.

[11.5.3 Presentation of the pension payment obligations towards former
executive officers and members of the Supervisory Board of the
Company

The Company has no pension payment obligations towards its former executive officers or members of
the Supervisory Board of the Company

l1l.6 Presentation of the investments of the Company

figures in HUF

Date of Subscribed | Provisions on |Profit after tax| Equity on Registered Accumulated Registered
Company x Owmership | | :“ﬂ“ 1| Post cot Registered |, capitalon | 31/12ofthe |on31/12ofthe| 31/12ofthe | capitalon | impairmenton  value on 01/01
code -rame ratio (%) oun _“_:i‘“ ost code office: AAGERESS | 31712 of the | currentyear | currentyear | curremtyear | 01/01ofthe | 010l ofthe | of the current
acquisition current year 2017 2017 2017 currentvear | currentyear vear
Konyves
138 [MAV Szolgdltaté Kozpont Zst 025 19.07.2011 1087 Budapest | Kalménkorit |  S01000000| 1436457000( 285750289 2523207000 3000000, 3000000
54-60

" 020 |MAVVAGONKft 99.92 01.01.2014 8000 |Székesfehérvir| Takarodouw.1.| 2430980000 209430000]  44819000( 498229000) 250480000 250 430 000
Fully consolidated subsidiaries, total 253 480 000 253 430 000

Not fully consolidated subsidiaries, total,
191 |TS-MAV Gépészet Services Kft 49,02 14.12.2011 1097 Budapest | Féku.8a 3000000  206271000]  49.760000] 250031000 250 000) 250000
Associated companies, total 250 000) 250000
147 [BCC 136 28.01.1997 B-1060 Brussets | 0 Averme de 34716623 166 530, 166 530

1a Porte de Hal

120 |Vasitegészségiioyi Kft 0,010 07.102013 1062 Budapest P”“Tg;m"'“ 701020000 1822878000] 25326000 2550224000 200 000, 200 000
Other participating interesis total: 666 530| 666 530}
Total: 254396 520 0| 254396530

Table 61: Presentation and opening balance of the participating interests of the Company
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figures in HUF

) Capital | Capital Reversal due to Decrease due | TEE | 310 op e ) | Reversaldue to | A | eredvalue |
Company . . . L Increase due to difference at Impairment for | Impairment impairment on Dividend in the
Name Foundation | Purchase | increase, | decrease, | Disposal | winding up, final " to current year sale, on31/12 of the
code PSS transformation . | the end of the . .| the current year| reversed . 31/12 of the current year
injection | divestment settlement transformation Registered capital : contribution current year :
current year current year
138 | MAV Szolgiltato Kozpont Zrt 1,000,000 2,000,000} 2,000,000,
020 |MAV VAGONKf 102,706 250,377,294 250,377,294
Fully consolidated subsidiaries, total 0 0 0 0| 1,102,706 0 0 0 0 252,377,294 252,377,294
Not fully consolidated subsidiaries, total: 0) 0]
191 [TS-MAV Gépészet Services Kft 250,000, 250,000
Associated companies, total: 0 0 0 0 0 0 0 0 0 250,000 250,000
147 ‘BCC -1,320 463,210 465,210
120 ‘ litegészségiigyi Kit 100,000 100,000 100,000
Other participating interests total 0 0 0 0] 100,000 0 0 0 -1,320 565210 565,210
Total: 0 0 0 0] 1,202,706 0 0 0 -1,320 253,192,504 253,192,504

Table 62: Changes in the participating interests of the Company in the current year

In its decision 2/2017 (7 February), the Ministry for National Development decided to increase the share
capital of MAV Zrt. by HUF 2,499,800,000 by contributing the share package of BHEV Zrt. into MAV Zrt.
as a contribution in kind. The capital increase took place on 22 February 2017 (value date: 17 February
2017) when the 100% state-owned share package of BHEV Zrt. was credited on the securities account of
MAYV Zrt.

In order to validate the interests of MAV group and ensure the long-term operation of MAV-HEV Zrt.
(new name of BHEV Zrt. from 23 February 2017), MAV-HEV Zrt. had to acquire a participating interest in
certain companies in which MAV Zrt. had participating interests.

On 10 March 2017, MAV-HEV Zrt. acquired HUF 1 M face value ordinary shares in MAV Szolgéltaté
Kozpont Zrt.,, a business share of HUF 100 thousand face value in Vasutegészségligyi Szolgdltato
Nonprofit Kft., and a business share of HUF 100 thousand face value in MAV VAGON Kft. from MAV-
START Zrt. On the basis of the business share sale and purchase transactions, MAV-HEV Zrt. became able
to exercise its ownership rights in MAV VAGON Kft. from 10 March 2017, in MAV Szolgéltaté Kézpont
Zrt. from 14 March 2017 and in VasuUtegészségligyi Szolgaltatd Nonprofit Kft. from 11 April 2017.

l1l.7 Disclosures of the exempted parent company

MAV-START Zrt. exercises direct dominant control in MAV VAGON Kft. based on its 99.92% participating
interest held in the company.

figures in million HUF

MAV VAGON Ef. 31.12.2017
Non-cutrent assets 437
Equity 498
MNet sales revenues 3715
After-tax profit/{loss) 45
Average statistical headcount figure (number) 136

Table 63: Data of the report of MAV VAGON Kft. as at 31.12.2017

I11.8 Presentation of material transactions with related parties under
unusual market conditions

The Company had no non arm’s length transactions of materiality in the reporting year.

[11.9 Presentation of sites abroad

The Company has no site abroad.
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IV Annual supervisory report — The disclosures pursuant to the
Joint GKM-PM Decree 50/2007 on the accounting
unbundling of rail transport activities within rail companies

The balance sheet, profit and loss account and cash-flow statement prepared separately for the

unbundled activities required in the supervisory report are included in the tables below:

* with regard to passenger transportation performed as a public service the data match the data of

the public service passenger transportation division (SK)

* with regard to passenger transportation not performed as a public service the data match the
data of the non-public service division (SN)

* and with regard to other activities the data match the data of the other activities division (E)
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IV.1 Disclosures relating to the balance sheet

figures in million HUF
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Table 64: Assets side of the balance sheet of MAV-START Zrt., broken down by activity
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figures in million HUF

. i . o, o actvities (K} | MAVETART Zre, sosal
Line Namsr g Brs inem et (35} Frermed ) s
D. EQLITY J99 739 JIi 339 4338 4 g8r F 608 &I71| I1I9 &85 FENCH
L REGISTERED CAPITAL 43 617 43 617 115 115 Q 1) 43 T4 43 T4
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Table 65: Liabilities side of the balance sheet of MAV-START Zrt., broken down by activity
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IV.2 Disclosures relating to the profit and loss account

figures in million HUF
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Table 66: Profit and loss account of MAV-START Zrt., broken down by activity

The costs, expenses and revenues are primarily recognised on controlling objects that match the
purpose of their occurrence. The costs, expenses and revenues are allocated to the right division
according to the established cost flow processes, specified projection bases and statistical indicators.
The actual statement of unbundled activities from business aspects is presented in Table 69.
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I\VV.3 Disclosures relating to the cash-flow statement

figures in million HUF
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Table 67: Cash-flow statement of MAV-START Zrt., broken down by activity

V.4 Statement of activities

MAV-START Zrt. prepared its supervisory report for 2017 pursuant to Section 8(4) of the GKM-PM
Decree 50/2007 (26 April) and its effective accounting unbundling regulation.

The annual supervisory report is presented in two forms as a consequence of the switch to the new
enterprise management system implemented on 1 January 2017.

1. With the breakdown of activities defined in Section 2 (1) of the GKM-PM Decree 50/2007 (26 April),
which also contains the accumulated items resulting from the activity breakdown (recognised
internal revenues and recognised internal expenses) based on the accounts of the General Ledger
Module of the integrated enterprise management system used by the Company (Table 68),. and

2. in a statement of activities according to business aspects, which presents the accounts between the
unbundled activities accurately, reflecting the cost types (allocated to the respective cost-type data)
based on the accounts of the Controlling Module of the integrated enterprise management system
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used by the company (Table 69). The statement of activity according to business aspects ensures
comparability with the base year.

The statement of activity was prepared for public service and non-public service passenger
transportation and for other activities.

figures in thousand HUF

Table 68: Profit and loss account of MAV-START Zrt. broken down by the activities stated in the general

MAV-START Zrt., 2017
GRAND TOTAL Public Hon-public Other TOTAL
SEFVice sService activities
Met sales revenues &0 570 153 18 959 408 20 316 D15 o5 EBE 573
of which: fare revenues 41 B85 505 11 972004 155 542 53958 051
internal fare revenues 41 B57 838 709 004 0| 425seE42
foreign fare revenues 11 €67 11 263 DOD 155 £42 11 431 209
social policy fare assistance 18 795 554 345 377 0|  18&41331
revenue from the lease of railcars [i] 4 729 101 [i] 4 729 101
Other revenues from intemal settlements 13% 325 B14 258 157 52 314| 140 276 255
Ceniral control revenes 18 24E 240 1803 L] 15 252 305
Capitalised own performance 11 223 867 431 576 B3 837 11 735 480
Other gains 160 366 410 27 412 2823 160 3156 445
of which: reimbursement from government 147 Fe0 119 a o 147 780 11%
- cost reimbursement for the cwrent year 145 541 501 [4] 0| 145541 501
- settlemeant of cost reimbursement for former yaars 2 218 619 [i] [i] ? ME 19
Other expenses from internal ssttlements 117 013 111 T 414 345 15 848 B38| 140 275 295
Central control ENDENSES 15 052 38D 525 EBD 2374 045 18 252 305
Material expenses 153 376 429 9789 731 E37 139 163 703 299
of which: infrastructure access charge FREEE 131 £y /] 72 655 162
traction and shunting expenses 695 037 1119954 5031 1 820 022
pre-heating, pre-cooling and lighting 0 1] 0 1]
maintensnoe 7051 011 53 410 ET 5D 7151 525
RIC usage fes for passenger raikcars 1 655 251 4 293 551 [ 5 988 902
rent of shunted and traction wehicles 5 408 £98 337 573 [i] B 748 271
lease fee of shunted and wraction vehides 278 793 [+ [i] 128 753
dleaning expenses of railway vehides 2 914 7I5 1] 447 255 178
Cantral services 4 772418 28 235 a 4 799 355
Expenses of financizl and accounting services £31B 152 1] 0 635 152
tﬁfﬁﬁ:ﬂ' ;?;':'D: ok I\hﬁhﬁ ;E'"lrgef rthe 1968775 15 153 ] 1583 928
Purchasing, logistics, environmentzl protection service 1844 517 11 43 0 1 855 555
Administrative expenses 320 581 740 ] 321721
Personnehrelated EXPENSES 78 S4D 205 113% 180 440 801 5D 120 &85
of which: payroll cost B& 267 220 728 083 318 827 57 314 130
personnel expanses other than payroll cost 7 570 285 117 B1E 51120 7 B34 207
contributicns 14 703 416 198 279 70 854 14 572 345
Deprecistion 19 919 818 121 514 13033 20 054 365
Other expenses 4 255 873 83 319 12 S0 4 366 110
Crperating plofit/{loss) 2162 677| 345784| 1268578| = 777 028
Income from financizl ransactions 158 387 195 340 £ 225 159 952
Expenses of financizl ransactions 7IE 287 185 &7 10 634 927 508
Profitfloss of financizl transactions -5369 900 6753 -4 409 -36F 5356
Tax liability 1 858 1] 1] 1 858
After-tan profiti{loss) 1590919 3532537 1264 169 3 207 625

ledger

62/71

Notes to the financial statements of MAV-START Zrt. for 2017



MAV-START Passenger Transportation Private Company Limited by Shares @Mﬂm

figures in thousand HUF

MAV-START Zrk, 2016 MAV-START Zrk., 2017
GRAND TOTAL Public Mon-public | Dther actheitias TOTAL Public Nan-pubic Other TOTAL
Service Service Service Servioe activitles
Actual Actual Actual Actual Auctual Auctual Auctual Auctual
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e e 145 074 054 1] 1] 145074 054 145 541300 =] of 145 541 50
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Business revenues 225308 73| 19 765 304 13 957 524 Euand 731 267 854 19911437 20842157 muzud
Mazarial mioenes 141 TIZ 370 15340951 5 EES 4T 15z 49 508] 142565 535] 1soovesE| 6030 10s| 153 Tom 7o
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Expergpas of firandal 2nd 2coounEng serdoes 03 T4 51543 31013 525 550 3% ITT 30240 TE 535 538 153
Expeeremas of hJmen resourcs sardoes (raining, friher
TEining, s=fey 2nc connetonal ne=im serdce] 1 557 250, 157 035 137 £54 LEEzOlE|  L&TS4E0 =2 125 208 333 1 533 szE|
Purchasing, iz, ervinonmerizl profedion ssrdes 1442 172 =TT 132518 17071 1sET ST 72454  igecso|  1mssssg
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Use 2rd remgrition of prodsions 1 778 L=0) o o L 77E L=0§ 554 335 o [1] -554 333
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Table 69: Statement of activity of MAV-START Zrt. according to business aspects

IV.4.1 Narrative assessment for the rail passenger transportation supervisory
report

IV.4.1.1 Gains
The net sales revenues of MAV-START Zrt. in 2017 amounted to HUF 99,886 M (base: HUF 99,494 M). Of

net sales revenues

» HUF 38,130 M are domestic fare revenues and exceed the amount reported for the same period
of the previous year by HUF 839 M (base: HUF 37,291 M),

» the foreign fare revenues amounted to HUF 10,228 M, which exceed the base figure by HUF 115
M (base: HUF 10,113 M),

» social policy fare assistance: HUF 18,641 M (base: HUF 18,610 M).
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A considerable amount within the other gains relates to the HUF 147,760 M state cost reimbursement
to passenger transportation, of which the cost reimbursement amount for the current period was HUF
145,542 M (base: HUF 146,074 M).

The amount of cost reimbursement recognised by the principal and relating to the public service
activities of previous years, recognised in the current year, was HUF 2,219 M; HUF 627 M for 2012 and
HUF 1,592 M for 2016 (base: HUF 931 M.)

The total business revenues of MAV START Zrt. in 2017 amounted to HUF 272,021 M (base: HUF
265,032 M).

IV.4.1.2 Costs and expenses

The total business expenses amounted to HUF 268,244 M in the reporting period (base: HUF 258,659
M).

In the reviewed period, HUF 163,703 M (base: HUF 162,950 M) material-type expenses incurred,
including the following key items:

» Network access fee (rail track use fee and other rail infrastructure services) in the current period,
amounting to HUF 72,655 M (base: HUF 73,235 M);

» Expenses for traction performed by partner railway companies in the amount of HUF 1,820 M
(base: HUF 1,791 M);

» Cost of maintenance performed as a service used — HUF 7,192 M (base: HUF 8,191 M);

» HUF 5,989 M expense paid for the kilometres run by rail passenger cards owned by partner
railways used by MAV-START Zrt. (base: HUF 6,393 M);

» HUF 8,746 M lease fees paid for railway vehicles (base: HUF 9,339 M);
> HUF 2,915 M expenses for railway vehicle cleaning in the reporting period (base: HUF 2,226 M);
> Services used from MAV Szolgéltaté Kézpont Zrt.

0 financial and accounting service — HUF 638 M (base: HUF 687 M);

0 expenses for human resource services (training, further training, safety and occupational
health service) — HUF 1,984 M (base: HUF 1,892 M),

0 purchasing, logistics and environmental protection service — HUF 1,856 M (base: HUF
1,671 M),

O administrative service: HUF 322 M (base: HUF 334 M).

The total personnel-based expenses of MAV-START Zrt. in 2017 were HUF 80,120 M, including HUF
57,314 M wage expenses, personnel related expenses other than wage expenses in the amount of HUF
7,834 M and HUF 14,972 M contributions. (Base: total personnel related expenses: HUF 72,639 M, HUF
49,813 M wage expenses, personnel-related expenses other than wage expenses in the amount of HUF
7,403 M, and contributions in the amount of HUF 15,423 M).

In 2017, in total HUF 20,054 M depreciation was recognised (base: HUF 20,311 M).

The other expenses amount to HUF 4,366 M, and consist of payments relating to claim events and
compensation, paid penalties and default interest, various assistance, expense contributions,
impairment on inventories and receivables and provisions recognised (base: HUF 2,759 M).

The income from financial transactions include interest received on fixed-term deposits, the exchange
gain of receivables and liabilities, while the expenses of financial transactions include the interest paid
on current accounts and loans for capital projects and the realised exchange loss on receivables and
liabilities. The financial transactions generated a loss of -HUF 568 M in the reporting period. (Base: HUF
-2,348 M.)

64/71 Notes to the financial statements of MAV-START Zrt. for 2017



=S EMAU-START

MAV-START Passenger Transportation Private Company Limited by Shares ==

IV.4.2 Narrative assessment for the supervisory report on rail passenger
transportation performed as a public service

IV.4.2.1 Gains

Net HUF 60,570 M sales revenues were generated in 2017 from the passenger transportation activities
of MAV-START Zrt. performed as a public service. The total includes HUF 37,421 M fare revenues and
HUF 18,296 M social policy fare assistance. (Base: HUF 60,165 M net sales revenues, including HUF
36,671 M fare revenues and HUF 18,610 M social policy fare assistance.)

A considerable amount within the other gains is the HUF 147,760 M state cost reimbursement for
passenger transportation, of which HUF 145,542 M cost reimbursement is required to finance the
eligible expenses not covered with the revenues of the current year (base: HUF 146,074 M).

On the basis of the NFM position statement, the reversed impairment on receivables, the passed on
fines, penalties and the use of provisions, with the exception of provisions relating to the funding of
maintenance expenses and revaluation of loans, are not taken into account among the items reported in
the other gains for the establishment of the cost reimbursement for the current year, and they are
managed as exceptional items. Similarly, the cost reimbursement relating to the public service activity of
the former years and recognised in the current year is also managed as an exceptional item. The
revenues managed as exceptions in the establishment of the cost reimbursement amount to HUF 2,890
M in the current year, of which HUF 2,219 M cost reimbursement was recognised for the previous years
- HUF 627 M for 2012 and HUF 1,592 M for 2016. (The amount of the revenues recognised as
exceptional items in the base year was HUF 3,355 M, of which the cost reimbursement recognised for
the previous years amounted to HUF 931 M.)

The total business revenues from public service of MAV START Zrt. in 2017 were HUF 231,268 M (base:
HUF 225,308 M).

IV.4.2.2 Costs and expenses

The business expenses relating to rail passenger transportation performed as a public service in the
current year amounted to HUF 229,214 M (base: HUF 221,680 M).

Among the material-type expenses of public services, HUF 142,567 M incurred in 2017 (base: HUF
141,718 M), including the following main items:

» Network access fee (rail track use fee and other rail infrastructure services) in the current period,
amounting to HUF 71,552 M (base: HUF 71,564 M);

» Expenses for traction performed by partner railways in the amount of HUF 531 M (base: HUF 592
M);

» HUF 6,484 M maintenance expense as a service used in relation to rail passenger transportation
performed as a public service (base: HUF 7,186 M);

» HUF 8,346 M lease fee paid for railway vehicles in relation to rail passenger transportation
performed as a public service (base: HUF 9,142 M);

> In the reviewed period, HUF 2,806 M railway vehicle cleaning costs (base: HUF 2,040 M):

> Expenses for rail passenger transportation, performed as a public service among the services
provided by MAV Szolgaltaté Kézpont Zrt.:

0 financial and accounting service — HUF 529 M (base: HUF 604 M);

0 expenses for human resource services (training, further training, safety and occupational
health service) — HUF 1,679 M (base: HUF 1,597 M),
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0 purchasing, logistics, environmental protection services: HUF 1,588 M (base: HUF 1,442
M),

O administrative services: HUF 267 M (base: HUF 291 M).

The personnel-related expenses incurred in 2017 in relation to the public service activity amounted to
HUF 66,714 M, without the expenses of workers employed in international traffic (base: HUF 60,564 M).

HUF 16,240 M (base: HUF 16,949 M) depreciation was written off in the reviewed period in relation to
the public service activities.

In 2017, the other expenses for rail passenger transportation performed as a public service totalled HUF
3,693 M (base: HUF 2,449 M);

The amount managed as exceptional items among those items reported with the other expenses in
relation to the establishment of cost reimbursement (impairment on receivables, paid fine, penalty,
provisioning, other than provisions recognised to fund the maintenance expenses and restatement of
loans) amounted to HUF 1,299 M in the current year. (Base figure of the expenses managed as
exceptions: HUF 1,459 M.)

The income from financial transactions relating to rail passenger transportation performed as a public
service include interest received on fixed-term deposits, the exchange gain on receivables and liabilities,
while the expenses of financial transactions include the interest paid on overdraft credits and loans for
capital projects and the exchange loss realised on receivables and liabilities. The financial transactions
relating to the public service generated a loss of -HUF 463 M in the current year. (The loss of financial
transactions of the public service in the base period was -HUF 1,732 M.)

I\VV.5 Other disclosures relating to unbundling

The revenues from related companies and the expenses incurred in relation to them are included by
related company in the tables below.

figures in million HUF

Gains Expenses
Related company Net sales| Other |Financial Other |Financial Grand
. . Total |Expenses Total total
revenues | gains gains expenses | expenses
015 MAV NOSZTALGIA Kft 5 11 0 16 14 5 0 19 -3
020 MAV VAGON Kft. 11 0 5 16 590 0 3 593 -577
101 MAV FKG Kft 0 1 0 1 0 0 0 0 1
131 MAV KFV Kft 4 0 0 4 17 0 0 17 -13
138 MAV Szolgiltatd Kézpont Zt. 41 2 0 43 8,490 8 0 8,498  -8,455
179 ZAHONY-PORT Zrt. 0 0 0 0 6 0 0 6 -6
100 MAV Zrt. Parent company 73 60 3 136/ 107,343 153 0/ 107,496/ -107,360
193 Kinai-Magyar Vasuti Nonprofit Zrt 0 0 0 0 0 0 0 0 0
Grand total 134 74 8 216| 116,460 166 3| 116,629 -116,413

Table 70: Data of related companies in relation to public service passenger transportation
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figures in million HUF

Gains Expenses
Related company Net sales | Other |Financial Other (Financial Grand
. . Total |Expenses Total total
revenues| gains gains expenses | expenses
015 MAV NOSZTALGIA Kft 0 0 2 0 0 0 0 2
020 MAV VAGON Kft. 0 0 0 0 0 0 1 1 -1
101 MAV FKG Kft 0 0 0 0 0 0 0 0 0
131 MAV KFV Kft 3 0 0 3 0 0 0 0 3
138 MAV Szolgaltato Kézpont Zrt. 9 0 0 9 39 0 0 39 -30
179 ZAHONY-PORT Zrt. 0 0 0 0 0 0 0 0 0
100 MAV Zrt. Parent company 7 0 0 7 1,734 0 0 1,734 -1,727
193 Kinai-Magyar Vasuti Nonprofit Zrt 0 0 0 0 0 0 0 0 0
Grand total 21 0 0 21 1,773 0 1 1,774] -1,753

Table 71: Data of related companies in relation to passenger transportation not performed as a public

service
figures in million HUF
Gains Expenses
Related company Net sales| Other |Financial Other |Financial Grand
. . Total |Expenses Total total
revenues | gains gains expenses | expenses

015 MAV NOSZTALGIA Kft 28 0 0 28 0 0 0 0 28
020 MAV VAGON Kft. 7 0 0 7 38 0 0 38 -31
101 MAV FKG Kft 414 0 0 414 0 0 0 0 414
131 MAV KFV Kft 80 0 0 80 0 0 0 0 80
138 MAV Szolgaltaté Kozpont Zrt. 0 0 0 0 6 0 0 6 -6
179 ZAHONY-PORT Zt. 1 0 0 1 0 0 0 0 1
100 MAV Zrt. Parent company 3,999 0 0 3,999 0 1 0 1 3,998
193 Kinai-Magyar Vasuti Nonprofit Zrt 0 0 0 0 0 0 0 0 0
Grand total 4,529 0 0 4,529 44 1 0 45 4,484

Table 72: Data of related companies in relation to other activities

figures in million HUF

Gains Expenses
Related company Net sales| Other |Financial Other |Financial Grand
. . Total |Expenses Total total
revenues | gains gains expenses | expenses
015 MAV NOSZTALGIA Kft 35 11 0 46 14 5 0 19 27
020 MAV VAGON Kft. 18 0 5 23 628 0 4 632 -609
101 MAV FKG Kft 414 1 0 415 0 0 0 0 415
131 MAV KFV Kft 87 0 0 87 17 0 0 17 70
138 MAV Szolgaltato Kozpont Zrt. 50 2 0 52 8,535 8 0 8,543 -8,491
179 ZAHONY-PORT Zrt. 1 0 0 1 6 0 0 6 -5
100 MAV Zrt. Parent company 4,079 60 3 4,142| 109,077 154 0| 109,231| -105,089
193 Kinai-Magyar Vasuti Nonprofit Zrt 0 0 0 0 0 0 0 0 0
Grand total 4,684 74 8 4,766 | 118,277 167 4| 118,448 -113,682

Table 73: Data of related companies in the case of MAV-START Zrt.

Annual average statistical headcount figure for workers employed in the current year, broken down
by activity

Activity Headcount (persons)
Public service passenger transportation 13,921.0
Passenger transportation not performed as a public service 176.0
Other activities 0.0
Company total: 14,097.0

Table 74: Annual average statistical headcount figure of workers employed in the current year by
activity
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The assets, liabilities and employees are directly assigned to the Company’s divisions reflected in the
balance sheet (SK, SN, E divisions). The employees serving all separable activities were mostly assigned
to the passenger transportation activity as a public service on the basis of the majority principle.

Subsidies by title, broken down by activity

figures in million HUF

i i P: tation not e e I
Definition Pubhtcr::::):)c;;ﬁon hd pe Hormed as 2 p'ubm service Other activities MAV-START ZRT
Base year| Current year | Base year| Current year | Base year| Current year | Base year| Current year
Social policy fare assistance for passenger
transportation 18,610 18,296 370 345 0 0] 18,980 18,641
Excise duty refund for gas oil used in
traction 3,537 4,409 3 0 889 0 4,429 4,409
Subsidies for capital projects 19,618 47,003 0 0 0 0 19,618 47,003
of which: GOP IC+ support 30 0 0 0 0 0 30 0
KOZOP-1KOP INKA support 83 69 0 0 0 0 83 69
KDOP Ticketing machines 0 0 0 0 0 0 0 0
KOZOP 42 multiple unit trains 2 0 0 0 0 0 2 0
KOZOP 6 multiple unit trains 0 0 0 0 0 0 0 0
KOZOP Ticketing machines 652 0 0 0 0 0 652 0
KOZOP Ticket sales 1,346 0 0 0 0 0 1,346 0
KOZOP Passenger information 1,357 0 0 0 0 0 1,357 0
IKOP 6 multiple unit trains 9,674 1,183 0 0 0 0 9,674 1,183
IKOP 9 multiple unit trains 6,474 9,788 0 0 0 0 6,474 9,788
IKOP 39 large-capacity
multiple unit trains 0 27,965 0 0 0 0 0 27,965
IKOP Tram Train 0 7,954 0 0 0 0 0 7,954
ETCS 59 multiple unit trains 0 44 0 0 0 0 0 44
Reimbursement of public service costs 147,005 147,760 0 0 0 0| 147,005 147,760
KOZOP support to cover expenses 289 0 0 0 0 0 289 0
GOP support to cover expenses 0 0 0 0 0 0 0 0
TAMOP workplace health development
programme 0 0 0 0 0 0 0 0
Received to cover the expenses
IKOP assistance 6 MV 0 14 0 0 0 0 0 14
Received to cover the expenses
IKOP assistance 9 MV 0 31 0 0 0 0 0 31
Received to cover the wage increase
NFM support 0 5,082 0 0 0 0 0 5,082
Total accounted support 189,059 222,595 373 345 889 0/ 190,321 222,940
Of which: support accounted as revenue | ye. o, | 177 1g9 370 345 0 0| 166274 171528

Table 75: Subsidies, recognised in the current year
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V Cost reimbursement for public service and financing in
2017

Pursuant to the rail passenger transportation public service agreement between the Company and the
Hungarian State, the Company is entitled to the reimbursement of eligible expenses relating to the
public services defined in the contract and not covered by revenues.

According to the 2017 clause of the public service agreement, the amount of cost reimbursement
projected for the public service was HUF 144,000 M. In total, HUF 145,542 M cost reimbursement,
which is by HUF 1,542 M higher than the amount stated in the clause, was recognised in the annual
report for the financing of all eligible expenses of the public service activity ordered and certified by the
principal (NFM) but not covered by revenues. The actual cost reimbursement is recognised on the basis
of the submission of the public service report for 2017, following the completion of the annual report
for 2017.

The additional cost reimbursement (reasonable profit) relating to the previous years, approved by the
principal (NFM) was also recognised among the other gains in 2017; HUF 627 M for 2012, HUF 1,592 M
for 2016, i.e., in the current year in total HUF 147,760 M cost reimbursement was recognised. The HUF
172 M liability relating to 2015 was settled against the additional need for 2016.

The Company’s receivables from the state reported under the title of public service cost reimbursement
are presented below:

figures in million HUF

Amount of Amount of l:::;)(;g:;;el: Financial [Net amount of

Period receivable liability profit for settlements in| receivable

1/1/2017 o7 | O e 2017 31/12/2017
2012 1,230 627 1,857 0
2013 6,050 4,143 1,907
2014 4,615 0 4,615
2015 0 172 172 0
2016 2,074 1,592 172 3,494
Previous years, total 13,969 172 2,219 6,000 10,016
2017 0 0 0 0 22,370
Grand total 13,969 2,219 6,000 32,386

Table 76: Public service cost reimbursement at MAV-START Zrt.

On a cash basis, HUF 144,000 M state expense reimbursement was disbursed in the current year in
total. Within that total amount, HUF 20,829 M related to the public service activities of the previous
year (HUF 10,414.45-HUF10,414.45 in January and February), while the expenses of operation in the
current year were covered from the HUF 123,171 M, disbursed between March and November.

Beyond the cost reimbursement in the current year, the Company became eligible to draw down a
further HUF 6,000 M from the recognised cost reimbursement of previous years pursuant to
Government Resolution 1167/2016 (6 April). The amount was credited on the Company’s bank account
on 24 March. The drawn-down amount settled the total cost reimbursement demand of the Company
for 2012 and reduced its claim for 2013 by HUF 4,143 M.

The HUF 22,370 M claim registered for 2017 at the time of the preparation of the balance sheet was
reduced by the HUF 20,829 M received for 2017 in January 2018 and therefore the Company records in
total a HUF 11,557 M cost reimbursement claim against the state for 2013-2017.

As a result of the settlement in the meantime of the cost reimbursement relating to the operation of the
Company and the cost reimbursement clauses of the previous years, the Company did not have any
financing problems in the current year.
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