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INDEPENDENT AUDITOR’S REPORT
(Free translation)

To the founder of MAV Magyar Allamvasutak Zrt.
Opinion

We have audited the accompanying financial statements of MAV Magyar Allamvasutak Zrt. (“the
Company”) which comprise the balance sheet as at 31 December 2016 (in which the balance sheet total
is MHUF 1.323.997, the profit after tax is MHUF 12.035), 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 2016, 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 I.5.1. 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 I.5.1. which states that in 2016 the Hungarian government and
MAV Zrt. signed a railtrack operation agreement to ensure the funding of the railtrack
operation for the period between 2016 and 2025. The Company received a cost compensation
amounting to HUF 69,12 billion in 2016. The reimbursement for 2016 has not been settled
with the Ministry for National Development, and the amount is still subject to change.

3. We draw attention to note II.1.6.3.2. which states that as a result of the amendment of Act CVI
of 2007 on State Property as of 28 June 2013 and the amendment of the Asset Management
Agreement, as of this date, cost compensations are divided into the categories of compensation
of operational costs to be accounted in profit/loss and compensation of renovation costs
providing funds for capital expenditures on treasury assets.
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From the compensation available the compensation used till 31 December 2016 to cover losses
amounted to HUF 38.869 million (HUF 38.180 million at 31 December 2015), compensation
for renovations amounted to HUF 31.810 million (HUF 25.226 million at 31 December 2015).
According to the rules stipulated by the Act on the State Budget for Financial Year 2016, HUF
7.473 million representing a difference between the compensation actually used and
remaining available, and the remaining compensations not used in previous periods, was
recorded as a liability to the state budget (HUF million liability in 2015).

4. We draw attention to note II.1.1.2. which states that on 1 July 2007 the Company transferred
the implementation of capital projects related to treasury assets and financed from
government and EU funds to Nemzeti Infrastruktara Fejleszt6 Zrt. (“NIF Zrt)”.

The estimated gross value of assets technically supplied and installed by NIF Zrt. but not yet
legally and financially transferred by 31 December 2016 and therefore not shown in the
Company’s books was HUF 28.513 million (HUF 179.095 million at 31 December 2015.)

5. We draw attention to note I1.1.1.3. which states that the ownership status of certain properties
is still unresolved between the Company and its Founder. The settlement’s potential effect on
the assets is at present unclear, and will be subject to future agreements between the Company
and its Founder. Under the amendment of Act CVI of 2007 on State Property as of 28 June
2013, settlement of ownership status of the real property cannot result in property loss for the
Company.

Our opinion is not modified in respect of matters presented in points 1)-5).
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.
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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:

e 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.

e 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.

e 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.
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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, 19 April 2017.

Barsi Eva

Partner

Statutory auditor

Licence number: 002945
PricewaterhouseCoopers Konyvvizsgalé Kft.
1055 Budapest, Bajcsy-Zsilinszky 1t 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 Version "A" - Assets

31 December 2016

Page 1/6

Data in million HUF

No. Description Previous | Current
year year
a b c e
A. |Non-current assets 1087 447 1241669
I. |INTANGIBLE ASSETS 3597 9063
1. |Capitalised cost of foundation/restructuring 0 0
2. |Capitalised cost of development 37 37
3. |Concessions, licenses and similar rights 1762 5740
4. |Intellectual properties 1798 3 286
4/a. . .
of which: Managed state owned intellectual property 0 0
5. |Goodwill 0 0
6. |Advances given for intangible assets 0 0
7 |Revaluation of intangible assets 0 0
Il. [TANGIBLE ASSETS 962 706 1106 002
1. |Land and buildings and related property rights 761 667 867 159
1/a |of which: Managed state owned properties and related rights 704 740 813 705
2. |Plant, machinery, equipment and vehicles 171021| 209 084
20 of which: Managed state owned technical equipment, machinery and vehicles 76 582 118 530
3. |Other equipment, fixtures and fittings, vehicles 42 21
4. |Breeding stock 0 0
5. |Tangible assets under construction 27128 25778
5/a. |of which: Managed state owned capital projects 16 724 14 992
6. |Advances given for assets under construction 2 848 3960
7 |Revaluation of tangible assets 0 0
I11. |ILONG-TERM FINANCIAL ASSETS 121144| 126 604
1. |Long-term investments in related parties 117 858 123 341
2. |Long-term loans granted to related parties 0 0
3 Long-term investments in undertakings with which the undertaking is linked by
" |virtue of participating interest 806 805
4 Long-term loans granted to undertakings with which the undertaking is linked by
" |virtue of participating interest 0 0
5. |Other long-term investments 2 457 2 457
6. |Long-term loans granted to other investments 0 0
7 |Other long-term loans granted 23 1
8 |Long-term debt securities 0 0
9 |Revaluation of financial investments 0 0
10. |Fair value adjustment of financial investments 0 0

Date: Budapest, 19.04.2017
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10856417-5221-114-01
Statistical code

01-10-042272
Registration number

BALANCE SHEET Version "A" - Assets

31 December 2016

Page 2/6

Data in million HUF

No. Description Previous | Current
year year
a b c e
B. [Current assets 77718 74 265
I. [INVENTORIES 9528 9728
1. |Raw materials 8432 9403
Va of which: Managed state owned raw material and consumables 2 356 2320
2. |Work in progress and semi-finished products 4 2
2/a |of which: Managed state owned work in progress and semi-finished products 0 0
3. |Animals for breeding, fattening and other livestock 0 0
4. [Finished products 267 236
4/a. |of which: Managed state owned finished products 13 8
5. |Goods 825 87
6. |Advances given for inventories 0 0
Il. |RECEIVABLES 20 883 21038
1. |Accounts receivable 2871 2824
2. |Receivables from related parties 13 846 14733
3. |Receivables from companies linked by virtue of major participating interests 45 52
4. |Receivables from other companies 2 9
5. |Notes receivable 0 0
6. |Other receivables 4119 3420
6/a. |of which: Managed state owned other receivables 0 0
7 |Fair value adjustment of receivables 0 0
8 |Positive fair value adjustment of derivatives 0 0
I1l. [SECURITIES 0 0
1. |Investments in related parties 0 0
2 Investments in undertakings with which the undertaking is linked by virtue of
" |participating interest 0 0
3. |Other investments 0 0
4. |Treasury shares and interests repurchased 0 0
5. |Marketable debt securities 0 0
6. |Fair value adjustment of securities 0 0
V. |CASH AND BANK 47 307 43 499
1. |Cash, cheques 4 6
2. |Bank deposits 47 303 43493
C. |Prepaid expenses & accrued income 12 392 8 063
1. |Accrued income 3011 1115
2. |Prepaid expenses 1418 1614
3. |Deffered expenses 7 963 5334
Total assets 1177557 1323997

Date: Budapest, 19.04.2017

Stamp



10856417-5221-114-01
Statistical code
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Registration number

BALANCE SHEET Version A" - Equity and liabilities

Date:

31 December 2016

Page 3/6

Data in million HUF

No. Description Previous | Current
year year
a b c e
D. [Equity 159 080 167 167
. |REGISTERED CAPITAL 22 000 22 000
of which: repurchased ownership share at nominal value 0 0
1. |REGISTERED CAPITAL NOT PAID (-) 0 0
I1l. [CAPITAL RESERVE 119 155| 115207
IV. |RETAINED EARNINGS -19 449 15 680
V. [NON-DISTRIBUTABLE RESERVE 3674 2 245
V1. |REVALUATION RESERVE 0 0
1. |Valuation reserve of adjustment 0 0
2. |Valuation reserve for mark to fair value 0 0
VII.[PROFIT / LOSS FOR THE YEAR 33700 12 035
E. |Provisions 34776 33635
1. |Provisions for expected liabilities 23942 21616
2. |Provisions for future costs 6 450 8 893
3. |Other provisions 4 384 3126
F. |Liabilities 950 633| 1082 752
|. |SUBORDINATED DEBT 0 0
1. |Subordinated debts to related parties 0 0
2 Subordinated debts to undertakings with which the undertaking is linked by virtue of
" |participating interest 0 0
3. [Subordinated debts to other investments 0 0
4. |Subordinated debts to third parties 0 0
1. |[LONG-TERM LIABILITIES 865 273| 1007 249
1. |Long-term borrowings 526 292
2. |Convertible bonds 0 0
3. |Bonds payable 0 0
4. |Loans received for investment and development 35141 27 165
5. |Other long-term loans 1647 0
6. |Long-term debts to related parties 0 0
7 Long-term debts to undertakings with which the undertaking is linked by virtue of
participating interest 0 0
8 |Long-term debts to other investments 0 0
9 |Other long-term liabilities 827 959| 979792
9/a. |of which: Liabilities related to managed state owned assets 827 475 979 318

Budapest, 19.04.2017

Stamp




10856417-5221-114-01
Statistical code

01-10-042272
Registration number

BALANCE SHEET Version A" - Equity and liabilities

Date:

31 December 2016

Page 4/6

Data in million HUF

No. Description Previous | Current
year year
a b c e
I1l. [CURRENT LIABILITIES 85 360 75 503
1. |Short-term borrowings 686 234
1/a |of which: convertible bonds 0 0
2. |Other short-term loans 25 259 9 388
3. |Advances received from trade debtors 57 45
4. |Accounts payable 19 346 21 459
5. |Notes payable 0 0
6. |Short-term debts to reladted parties 17 353 16 133
7 Short-term debts to undertakings with which the undertaking is linked by virtue of
participating interest 440 521
8 [Short-term debts to other investments 21 22
9 |[Other current liabilities 22198 27701
9/a. |of which: Liabilities related to managed state owned assets 1124 1 866
10 |Fair value adjustment of liabilities 0 0
11 |Negative fair value adjustment of derivatives 0 0
G. |Accrued expenses and deferred income 33068 40 443
1. |Prepaid income 9913 9 888
2. |Accrued expenses 1483 2338
3. |Deferred income 21672 28 217
Total equity & liabilities 1177557 1323997

Budapest, 19.04.2017
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10856417-5221-114-01
Statistical code
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PROFIT AND LOSS ACCOUNT (total-cost method)

31 December 2016

Page 5/6

Data in million HUF

No. Description Previous | Current
year year
a b c e
01 |Net domestic sales revenue 151 274| 149706
02 [Net export sales revenue 1751 1525
I.  |Net sales revenue (01+02) 153 025| 151231
03 |Changes in self produced inventories 129 -34
04 |Capitalised value of self produced assets 7 260 6 298
Il. [Capitalised own performance (£03+04) 7389 6 264
I11. |Other gains 123687 115905
of which: impairment reversed 6 51
05 |Raw materials and consumables used 18 692 19 694
06 |Services purchased 49 318 46 271
07 |Value of other services used 1313 1310
08 |Cost of goods sold 35523 30 500
09 |Cost of sold (intermediated) services 1588 1704
IV. |Material-type expenses (05+06+07+08+09) 106 434 99 479
10. [Payroll cost 50 651 58 709
11 |Other employee benefits 7797 9210
12. |Social security and other contributions 15 477 17971
V. |Personnel related expenses (10+11+12) 73925 85 890
VI. |Depreciation expense 52 110 56 080
VII. |Other expenses 18 681 23 627
of which: impairment loss 4740 13119
A. |OPERATING PROFIT/LOSS (I£l1£HI-1V-V-VI-VII) 32951 8324

Date: Budapest, 19.04.2017
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10856417-5221-114-01
Statistical code

01-10-042272
Registration number

PROFIT AND LOSS ACCOUNT (total-cost method)

31 December 2016

Page 6/6

Data in million HUF

No. Description Previous | Current
year year
a b c e
13 |Dividends (due) received 2 282 707
of which: from related parties 1428 15
14. |Disposal and other gains of equity investments 0 0
of which: from related parties 0 0
Disposal and other gains of long-term financial investments
15 (securities, loans) 0 0
of which: from related parties 0 0
16 |Other interest received (due) and similar income 516 323
of which: from related parties 53 46
17 |Other financial gains 723 381
of which: fair value adjustment 0 0
VIII. [Financial gains (13+14+15+16+17) 3521 1411
18 |Disposal and other losses of equity investments 0 0
of which: to related parties 0 0
19 Disposal and other losses of long-term financial investments
(securities, loans) 0 0
of which: to related parties 0 0
20 |Interest payable (paid) and similar charges 1279 515
of which: to related parties 21 15
21 |Impairment loss of shares, securities, bank deposits =732 -5502
22 |Other financial losses 2225 2 687
of which: fair value adjustment 0 0
IX. [Financial losses (18+19+20+21) 2772 -2 300
B. [FINANCIAL PROFIT/LOSS (VHI-IX) 749 3711
C. [PROFIT/LOSS FROM ORDINARY ACTIVITIES (xAtB) 33700 12 035
X. [Tax expense 0 0
D. [PROFIT/LOSS FOR THE YEAR (xC-X) 33700 12 035
Date: Budapest, 19.04.2017
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MAV Hungarian State Railways Private Company Limitdy Shares

| General disclosures
I.1 Introduction to the Company

On the basis of Act LIl of 1992 on the managemanpermanent government businesses and
their assets and to Act XVI of 1991 on concessions30 June 1993, the Ministry for Transport,
Telecommunications and Water of the Republic of ¢, on behalf of the government as
owner (Founder), established Magyar AllamvasutakzRénytarsasag (hereinafter: MAV Zrt.,
or the Company), as a single-owner private compianiyed by shares. MAV Zrt. was created
by way of transformation, and was tasked with tleefggmance of rail passenger and goods
transport activity, of which the goods transpodr{o) activity was outsourced as of 1 January
2006, and standard-gauge passenger transport wssuored as of 1 July 2007, traction and
towed vehicle maintenance were outsourced as ahiary 2008 to separate entities, and these
activities no longer form part of the Company’s gens. Since 2008, the Company’s main
activity has been the operation of the railtrackvoek. With effect from 31 December 2015,
MAV Létesitményiizemeltétés Vasttr Kft. and MAV Tervesintézet Kft. as well as the solely
owned subsidiary of the latter, VITECO Kft., weremed into MAV Zrt, thereby expanding the
range of its activities, with the result that thempany now also performs the complex
management, sale and letting of properties, theopeance of personal security tasks and the
guarding of the properties and rolling stock.

The rules pertaining to the operations, organisatiod governance system of MAV Zrt. are set
out in the Company’s Articles of Association. Then@pany’s executive body is the Board of
Directors; operations are directed by the Compa@yiairman and CEO.

Name of the Company

MAV Hungarian State Railways Private Company Limditey Shares

Name of the Company in foreign languages

In English: MAV Hungarian State Railways Privaten@many Limited by Shares
In French: MAV Chemins de Fer de I'Etat Hongroisi®té Anonyme privée

In German: MAV Ungarische Staatseisenbahnen Gesstihe Aktiengesellschaft
Shortened name of the Company

MAV Zrt.

In foreign languages:

In English: MAV Co,

In French: MAV S.A.

In German: MAV AG

Registered office of the Company:

1087 Budapest, Konyves Kalman krt. 54-60. tel.:-8880

Website of the Company:
www.mavcsoport.hu

Founder of the Company:

The Company’s founder is the Hungarian State.
Date of foundation: 30 June 1993

6/96



MAV Hungarian State Railways Private Company Limitdy Shares

Owner of the Company:

The Company’s sole owner is the Hungarian Statéw®&sn 1 January 2014 and 31 December
2017, ownership rights were exercised by the Mipiédr National Development. Registered
office: 1011 Budapest,dFutca 44-50.

Based on Section 3:109 (4) of the Civil Code noegahmeeting is held at the Company, and
decisions relating to matters that otherwise fatler the scope of authority of a general meeting
are made by the Founder in writing.

Company registration number: Cg 01-10-042272
Tax number: 10856417-2-44
Statistical code: 10856417-5221-114-01

Main activity of the Company:
52.21 Land transport support services

The Company’s activities include railway networkeogtions, railway passenger transport and
other services supporting rail transport. The st of each activity is set out in the
accounting separation policies.

Based on the contract with the government regarthegnanagement of state assets, the state-
owned assets taken into management, as well dsirideng sources for these, which are stated
as other long-term liabilities, are recognised le Company’s books. With respect to the
management of treasury assets, MAV Zrt's asset gemant practice is aimed at providing
efficient and effective services on behalf of tha&tes protecting the condition and value of the
managed assets, and increasing their value.

Person authorised to represent the Company:

Authorised signatory of the financial statemenitsnd David, domicile: 2120 Dunakeszi, Baross
Gabor utca 11.

MAV Zrt. has engaged MAV Szolgéaltatd Kézpont Zrb. toordinate and manage the tasks
related to the accounting services defined in 8ecti50 (2) of Act C of 2000 on Accounting
(hereinafter: Accounting Act), and to audit the @ainfinancial statements and the consolidated
annual financial statements.

Details of person responsible for bookkeeping anaf preparing the financial statements:

The person responsible for the management and \8siper of the accounting services and
compilation of the financial statements is: Dr. NanKaliczka MAV Szolgéltatd Kézpont Zrt.
Manager of Business Department, domicile: 1204 Padf Bethlen u. 11., registered chartered
accountant, membership number/registration nunit89604.

Information relating to the audit:

Based on Section 155 (2) of the Accounting Act, ME¥’'s annual financial statements are
subject to audit. The Company’s auditor is PricentaiuseCoopers Konyvvizsgalo Kift.

Person responsible for the audit: Eva Barsi (peentaddress: 1163 Budapest, Tiszakbuita
45.), chamber membership number: 002945).

Annual fee for the audit: HUF 15 million.

Share capital of the Company:

At 31 December 2016: HUF 22,000,000,000 consistin@,200,000 ordinary shares of HUF
10,000 face value each.

As a result of increases in registered capital betwthe balance sheet date and the balance sheet
preparation date — described in detail in the emectentitled 11.1.4.1Changes in equity
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components — the Company’s share capital was HU5024€00,000 as at the balance sheet
preparation date.

.2 Key elements of the accounting policy applied by the Company
Main features of the rules applied when compilinghe financial statements

The Company prepares its financial statements ¢gordance with the rules of the Accounting
Act. Bookkeeping is based on the double-entry beekikng method. Both are in Hungarian.

In addition to the requirements set out in the Actong Act, the Company’s accounting policy
also complies with Act CLXXXIIl of 2005 on Railwayransport (hereinafter: Railways Act)
and with joint decree 50/2007 (1V.26.) of the Mimysof Transport and the Ministry of Finance
(GKM-PM) on the accounting separation of variousmay activities within railway companies
(hereinafter: Decree). Pursuant to this, as agddie notes to the annual financial statements, an
annual supervisory report (see section 1V) alsotbdse published for each separable activity
performed by the Company.

At the Company, the financial year correspondshtodalendar year and the balance sheet date
of the financial statements is 31 December.

The balance sheet, profit and loss account andsriotéhe annual financial statements specify
monetary amounts in HUF million (HUF M) in line Withe regulations of the Accounting Act,
with the exception of the statements relating eodperation of the railway track network, which
are prepared in HUF thousand (THUF) in accordanite the Decree, and the tables showing
the Company’s investments, which display monetatyes in HUF.

The balance sheet preparation date is 24 Febrdidng gear following the reporting year.

The Company keeps a record of the incurred costsobi/type, in account class 5, and it does
not perform any secondary cost centre / cost-bea@yunting in account classes 6 or 7.

The Company always capitalises the costs of estabknt-restructuring and research &
development, provided that the statutory conditi@nsloing so are met.

The Company continuously maintains records of th@ntjty and value of its inventories, with
the exception of its inventories of live plants.

The Company defines material errors as followsceoedance with Section 3 (3) point 3 of the

Accounting Act:

Errors are considered to be material if, in theryelaen revealed by different reviews, the total

of all errors (whether negative or positive) reeelafor the same financial year and the impacts
thereof — increasing or decreasing the profit/lfissthe year or equity — exceeds 2% of the
balance sheet total of the reviewed financial yeagxceeds HUF 1 million if 2% of the balance

sheet total is less than HUF 1 million.

Items relating to previous years are accountedifiothe content of continuous bookkeeping, in
the same way as items from the reporting yearabaitseparated in terms of which period they
relate to. With respect to items affecting previgesrs, if an audit or self-revision finds a
material error or errors, then the correctionstiedato the previous year or years — resulting
from findings, made up to the day of preparing badance sheet, that are not disputed or
appealed, and have become legally binding — atedsta the notes to the financial statements,
under each item in the balance sheet and profil@sslaccount, retrospectively for the 5 years
preceding the reporting year, in an annual breakdalangside the data from the previous year.
Correction items relating to periods more than &ryeago are stated in the notes to the financial
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statements in aggregate with the data of 5 yearos légms classified as material relating to
previous years are reclassified under retainedregsrin the monthly closing processes.

Definition of items of exceptional amount and occuence

The Company defines revenues and expenses (cast)raed for under certain headings as
exceptional in every case, and presents thesetlbyirtithe notes to the financial statements if
they amount to HUF 10 million or more, and in terofigheir nature, they originate from events
with the following legal titles:

» contribution in kind (fulfilment of contribution),
» transfer/receipt without compensation,
» gift, bequest
» dissolution without legal successor,
» dissolution with legal successor (transformatioerger, demerger),
» lowering of subscribed capital by withdrawal of italp
* waiver of claim,
* assumption of liability,
* assumption of debt,
» waiver of liability,
* permanent cash received,
e permanent cash transferred,
* services provided without compensation,
» services used without compensation,
» subsidies relating to operations received,
» subsidies for development received,
» assistance given for any purpose,
» other gains, other expenses accounted for unddolibeving legal titles:
0 gains from sold intangible and tangible assets
reversal of the extraordinary depreciation of thfegand intangible assets
reversal of impairment of inventories
gain from sold receivables
reversal of impairment of receivables
sums received in respect of depreciated claims
compensation received related to damage events
default interest received
penalties received
release of provisions set aside for expected itadsl
release of provisions set aside for future costs
release of provisions set aside for unrealiseddarexchange losses
release of other provisions
subsidies and awards received as compensation$ts and expenses
difference (gain) between the value of assets ibed to equity as
stated in the articles of association, and the habke of such assets
gains from assets received free of charge and sumplus assets
cost of sold tangible assets, capital projectsiatahgible assets
cost of scrapped or missing tangible assets, dapitgects and intangible
assets
extraordinary depreciation of tangible and intafedssets
impairment and scrapping of inventories
o inventory shortage

O 0000000000 O0OO0oOOo

O OO

o O
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impairment of receivables

written-off amount of non-recoverable claims

book value of sold receivables

losses related to damage events

late-payment penalty paid

damages paid

self-revision fee

taxes and similar items

fines and penalties

provisions for expected liabilities

provisions for future costs

provisions for unrealised exchange rate losses

other provisioning

difference (loss) between the value of assets ibaéd to equity as stated
in the articles of association, and the book valugsuch assets
non-refundable housing grant to employees

value of assets transferred and services providigobut compensation
waiver of receivables

permanent cash transferred

assumed liabilities

O 00000000 O0OO0OOO0OO

© 0O O0O0

(@)

Definition of material value in the case of certairsettlements and asset items

For the purposes of the extraordinary depreciatbnntangible and tangible assets, the
difference between the book value and the faire/adudeemed to be material if it exceeds
5% of the book value of the asset as at the tinn@ po the recognition/reversal of the

impairment and amounts to at least HUF 1 million.

For the purposes of recognising or reversing inmpaitt on equity investments and debt
securities, the difference between the book vahgethe fair value is classified as material —
regardless of whether they are recognised undandial investments or current assets — if it
exceeds 5% of the book value of the asset as atntieeprior to the recognition/reversal of

the impairment.

The impairment to be recognised and the impairnrentrsed of accounts receivable
outstanding at the balance sheet date and notagéiyl the balance sheet preparation date is
considered material regardless of its value. Fer ghrposes of recognising or reversing
impairment of accounts receivable, the differenesvieen the book value and the fair value
is classified as material if it exceeds 5% of teee#is gross value and amounts to at least
HUF 100 thousand.

For the purposes of recognising or reversing inmpaitt of purchased inventories (materials,
goods), the difference between the book value heddir value is classified as material if it
exceeds 20% of the book value of the asset agdintie prior to the recognition/reversal of
the impairment. For the purposes of recognising reversing impairment of self-
manufactured inventories (work in progress, semisfied products, finished products), the
difference between the book value and the expestd price including subsidies is
classified as material if it exceeds 20% of thelbwalue of the asset as at the time prior to
the recognition/reversal of the impairment.

Also observing the provisions of Section 16 (5)tlid Accounting Act (principle of cost-

benefit comparison), in the case of economic eventsirring outside the company group
that have an effect on profit, items in a net amoexceeding HUF 50 thousand are
recognised as accruals on the balance sheet dateptibns to this are the network access
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fees, which are accounted for in every case. Fentsvrelated to an invoice, one item is
defined as the total net value of an invoice, ardteEms not related to an invoice, one item
is defined as the amount to be recognised on this bfa given accounting document. In the
case of economic events within the corporate grthgi have an effect on profit, the
participants of which are companies that are fatlgsolidated, all accruals are recognised on
the balance sheet date regardless of value.

* The principles of provisioning are stated in secfiol.5.

* For the purpose of recognising deferred incomesryeitem is considered material, and is
recognised against other gains or income from fi@ntransactions, depending on the
related compensated cost or expense.

Special rules and settlements related to managedast-owned assets

The special record-keeping and book-keeping rudésting to managed state-owned assets, in
addition to the related statutory provisions, ae¢ sut in the asset management agreement
concluded with Hungarian National Asset Managenhen{MNV Zrt.).

The subledger records of managed state-owned assdtept separately, and their posting to the
general ledger takes place against other long-liabiiities.

Managed state-owned assets are presented sepaviitahyliabilities:

* long-term liabilities for the financing of managsidte-owned tangible assets,
* long-term liabilities for the financing of managsidte-owned inventories,
» compensation liability, and
» short-term liabilities related to managed state-edvinventories (other short-term
liabilities).
The valuation of managed state-owned assets doaelaace sheet date takes place in accordance
with the general rules.

When accounting for the extraordinary depreciabbmanaged state-owned assets (scrapping,
shortfall and destruction), it must be examined twee accounting is based on an event
attributable to MAV Zrt.:

« If the event occurs for reasons attributable to MAN. (including any scrapping that
becomes necessary due to capital investments)edapon must be charged to MAV
Zrt.’s profit/loss for the year, concurrently wigiettlement of the liability financing the
related managed state-owned asset.

» If the event is not attributable, depreciation mhetaccounted as a decrease in the
managed state-owned assets.

Attribution must be assessed on the basis of thegimg asset management contract.

The shortfall of disassembled state-owned mateciadsged to profit/loss is recognised against
other expenses, concurrently with settlement ofligdality funding the related managed state-
owned asset.

The shortfall of disassembled state-owned mateciaésged to profit/loss is recognised against
other expenses, concurrently with a decrease dbtigeterm liability constituting the source of
funding for the disassembled materials, and withiremmease of the other short-term liability
related to the managed state-owned inventories.

The provisions of the Act on State Property (Vtohcerning asset management were amended
upon the commencement of Act CVIV of 2013 on 28eJ@013, and thus by authority of the
Vtv. MAV Zrt. has been exempt from the compensatibhgation since 28 June 2013.
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The special settlement rules relating to the comsgion obligation are detailed in the
Company’s accounting policy.

Special rules related to asset settlement

Cash and assets are transferred against the cegstalve on the basis of a statutory provision,
and thus the value of the asset settlement ondbis of Section 69/A (4) of the Railways Act,
are recognised concurrently with the movement shaa assets — up to the positive amount of
the capital reserve — as a reduction in the capgt@rve concurrently with the movement of cash
or assets. The release of deferred income relatédese assets is also recognised against the
capital reserve.

Main rules relating to the accounting separation ofailway activities within the company

Pursuant to Section 7 of the Decree, the Compasybeounting separation rules as a part of its
accounting policy. The of accounting separatioradivay activities in respect of
» the operation of the railtrack network,

» passenger rail transport and
» other activities

is achieved through the allocation of the costsafditral (company and group) management
relating to the various separate activities (inclgdhe internal costs of central services used) on
the basis of the staff headcount (application base)

The costs arising exclusively in connection witk thanagement of a single separable activity
are allocated to the activity in question.

The Decree requires the Company to allocate alstets and liabilities to activities. The basis

for the classification is the general ledger ueiberating the transaction, or when the transaction
relates to future transactions (e.g. provisionmggrational loan), the general ledger unit which

likely will be affected by such future transactioBther costs, expenses and revenues are
recognised (in the general ledger), in respechefdorresponding activities, on the basis of the
units performing the separable activities.

Special rules apply to internal settlements betwssgrarated activities.

In the course of compiling the statements, in thlatce of divisional receivables and liabilities,
the asset settlements, the classification of ptmseras necessary for railtrack operations
(PUSZ), not necessary for railtrack operationsr®dessary for railway operations (VUSZ) and
not necessary for railway operations (VUNSZ), andhe event of a merger the appropriate
amounts of subscribed capital and capital resenf¢lse merged companies are displayed, and
the divisional receivables and liabilities recoguisn excess of these are settled through the
general ledger settlement accounting of the corenhittjuid assets.

.3 Adjustment of the Accounting Policy in the reporting year

The Company adopted a new accounting policy (anthe framework thereof, a new valuation
policy) in 2015 (EVIG directive 49/2015. (XIl. 1MAV Ert. 22.) and EVIG directive 58/2015.

(XI.18. MAV Ert.28.), the provisions of which werfirst applied by the Company in the
business year beginning on 1 January 2016.

In addition to the adoption of the changes in tleed\nting Act that took effect on 4 July 2015 —
and which are first applicable in respect of theibess year starting on 1 January 2016 — the
valuation requirements changed in respect of theviong:

12/96



MAV Hungarian State Railways Private Company Limitdy Shares

* The rules for determining the impairment to be ggused on receivables changed; the
new rules are presented in detail in the followsegtion.

 The threshold set in relation to accruals changeslthreshold for generating accruals in
respect of non-members of the MAV Group rose frooF M to HUF 2 M.

e The threshold for material errors has changed: rEgalations applied to date, beyond
the requirements of the Accounting Act, treated vhkie of errors and the impacts of
errors as material if their consolidated impacttoa profit/loss or equity exceeded 5% of
the equity of the audited year. The Company do¢spply this supplementary rule with
effect from 2016.

The changes to the valuation requirements detalsave have no material impact on the
Company’s assets and liabilities, financial positamd profit/loss.

1.4 The valuation procedures applied by the Company

Common rules of valuation

When recognising assets and liabilities denominatedreign currency, the Company applies
the official exchange rate of the National BankHafngary for the purpose of translating the
amounts into forint.

For financial instruments, the Company does notyafhe fair value method set out in Section
59/A-F of the Accounting Act.

Valuation procedures applied in respect of non-curent assets

Depreciation of non-current assets is recognisedtitypbased on the gross value, on a straight-
line basis over the expected useful life of theegs=alculated with respect to calendar days.

Under the Company’s accounting policy, the residadlie is classified as material if its value is
expected to exceed 10% of the original acquisitiost of the asset and amounts to at least HUF
1 million. The residual value is always materiatsfexpected amount exceeds HUF 10 million.

Tangibles and intangibles with an individual acgiga cost below HUF 100 000 are
immediately expensed upon commissioning, excepbrigperties and related property rights.

In relation to unbilled non-current asset and in@gnacquisitions, the difference between the
acquisition cost identified based on documents #rel actual (invoice based) value may
significantly adjust the acquisition cost of thesetsif this difference exceeds 2% of the
acquisition cost determined in advance, or HUF 2llam. All items recognised in connection
with the capital projects managed by NIF Zrt agessified as adjusting items.

The Company does not use the option of recognigwngluation as provided in Section 58(5) of
the Accounting Act.

Valuation procedures applied in respect of currentassets

The Company determines the acquisition cost of s&df-manufactured inventories by
retrospective calculation. Inventories held in viemgses, and any changes thereto, are carried at
weighed average cost (standard cost). The starmetdused is the weighted average of the
opening balance of inventories and monthly add#iaf the relevant article supported by
invoices.

Where it is uncertain whether inventories will ktdised (obsolete, slow-moving inventories),
the following percentage rate of write down is deti@ed on the basis of the retrospective
utilisation data going back for 5 years, takingiatcount the expected turnover period:
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Estimated turnover period

Rate of impairment

Within 1 year

0%

Within 3 year

20%

Within 5 years

50%

More than 5 years

90%

The amount of impairment and reversal to be reseghion the receivables is determined in
accordance with the following:

100% impairment loss is recognised on all of oaings outstanding against the debtor if the
debtor is under liquidation proceedings, voluntdiguidation proceedings or bankruptcy
proceedings.

For all other debtors we perform the rating onlibsis of average aging. For this, with respect to
every debtor we determine the weighted averagerihatf the claims outstanding against the
debtor (average aging): the debtor’s balancedl ithalreceivables categories (not overdue, 1-30,
31-60, 61-90, 91-180 and 181-365 days overdue, rande than 366 days overdue) are
multiplied by the first day of the category (in tb@se of non-overdue receivables, by zero), then
the sumproduct thus obtained is divided by thd tetzeivable.

Based on the average aging, we recognise the fiolipwate of impairment on the all the
debtor’s receivables:

Rate of impairment
0%
10%
25%
50%
75%
100%

Average aging
1-30
31-60
61-90
91-180
181-365
366+

The amount of impairment and reversal to be resmghon receivables from related parties is
determined in accordance with the following:

100% impairment is recognised on all of our clamasstanding against the debtor if the debtor
is under liquidation proceedings, voluntary liquida proceedings or bankruptcy proceedings.

In all other cases we determine the percentageofdatapairment and reversal to be recognised
on all our outstanding receivables from the debtothe basis of the debtor’s individual rating,
with the proviso that we do not recognise impairtr@m outstanding receivables from partners
that are members of the MAV group.

The amount of impairment and reversal to be reseghon other is determined on the basis of
an individual assessment.

We do not recognise impairment on receivables c@teby the balance sheet preparation date.

If information or documents available upon the hatasheet preparation enable a more exact
approximation of the expected recoverable valuethef receivable than described in the
foregoing, the amount of impairment and reversalb® recognised must be determined
individually.

The Company recognises decreases of foreign exehamg foreign currency stocks based on
the current average exchange rate of the foreigmeiecy or foreign exchange concerned.
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1.5 Main information and changes affecting the Company'’s
activity

1.5.1 Government involvement in MAV Zrt.'s operations

On 21 December 2015, the State of Hungary and MAV signed a public service contract
relating to the operation of the railtrack netwarkespect of the period between 2016 and 2025.
Based on this contract, the funding of the openatibthe railtrack network is now assured in the
long term.

Pursuant to the annual budget clause relating 16,20 the reporting year HUF 44,030 million

operating and HUF 25,091 million renovation costienbursement was disbursed to MAV Zrt,

and the utilisation of these funds is presentethénsection entitled 11.1.6.3.2 Other short-term
liabilities.

According to Chapter XVII, title 21, heading 1, seladings 5, 6 and 8 of Act XC of 2016 on the
Central Budget of Hungary for the year 2017, thate&stf Hungary has budgeted HUF 74,805
million to cover the justified costs of operatirigetrail network, and of this amount HUF 69,744
million is received by MAV Zrt.

1.6 The obligation to prepare consolidated financial statements

On the basis of Section 10 (1) of the Accountingt, AdAV Zrt. is obliged to prepare
consolidated financial statements and a consolidegport on business operations, because it is
classified as a parent company as defined in Se&i{®) 1. of the Accounting Act, and is not
exempt from the obligation to prepare consoliddieancial statements under either Section 116
or Section 117 thereof.

The consolidated statement of the MAV Group is laé on the Company’'s website:
www.mavcsoport.hu.
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Il Specific disclosures
1.1 Notes to the balance sheet

The Company compiles a type “A” balance sheet inoatance with Schedule 1 of the

Accounting Act. In view of the special nature of #ctivity and the weight of managed state-
owned assets, the balance sheet template defirted iccounting Act is supplemented with the
following detail lines, which show the value of nagied state-owned assets and liabilities within
the individual balance sheet items:

* The line item “A/l. Intangible assets”, “3. Intabtg property rights”, is extended to
include the subcategory “of which: managed stateemiproperty rights”.

* The line item “A/l. Intangible assets” “4. Trade#ks, patents and similar assets” is
extended to include the subcategory “of which: ngadastate owned trade-marks,
patents and similar assets”.

« The line item “A/ll. Tangible assets” “1. Land ahdildings and related property rights”
is extended to include the subcategory “of whictanaged state owned properties and
related rights”.

e The line item “A/ll. Tangible assets” “2. Plant, amnery, equipment and vehicles” is
extended to include the subcategory “of which: ngada state owned technical
equipment, machinery and vehicles”.

* The line item “A/ll. Tangible assets” “5. Assetstire course of construction” is extended
to include the subcategory “of which: managed stateed capital projects”.

« The line item “B/l. Inventories” “1. Raw materiabnd consumables” is extended to
include the subcategory “of which: managed statenemv raw materials and
consumables”.

e The line item “B/I. Inventories” “2. Work in progss and semi-finished products” is
extended to include the subcategory “of which: ngadlastate owned work in progress
and semi-finished products”.

e The line item “B/I. Inventories” “4. Finished procds” is extended to include the
subcategory “of which: managed state owned finigireducts”.

* The line item “B/Il. Other receivables” “6. Othezaeivables” is extended to include the
subcategory “of which: receivables related to madagiate owned assets”.

* The line item “F/ll. Long-term liabilities” “9. Otkr long-term liabilities” is extended to
include the subcategory “of which: liabilities redd to managed state-owned assets”.

e The line item “F/lll. Short-term liabilities” “9. @er short-term liabilities” is extended to
include the subcategory “of which: liabilities reld to managed state-owned assets”.

Apart from the above, the Company does not ominerge any line items in the balance sheet
template specified by law.

The evaluation procedures applied to individuahbeé sheet items are not different from those
applied in the previous business year.
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II.L1.1 Non-current assets

1.L1.1.1 Movements in intangible assets

The gross and net values of intangible assetsrasepted in the table below:
Figures in MHUF

Capitalised - . Advances
Capitalised| Intangible )
Description valug of value of | property IntellecFuaI Goodwill 'glven.for Total
foundation/re N properties intangible
structuring R&D I’Igh'(S assets
1. | Gross value, opening balance 0 41 5 388 14 321 D 0 19 750
2. | Advances given for acquisition and renovation (+) 1399 2292 3691
3. | Self-produced inventories (+) 0
4. | Assets received free of charge (+) 0
5. | Assets received (in return for receivables orexghip share) (+) 0
6. Qrs:et management of projects carried out by NIF/2SZ 2 848 2 848
7. | Count surplus (+) 0
8. | Increase from contribution in kind (+) 0
9. |Increase due to merger (+) 0
10.| Disposal (-) -2 -1 -3
11.| Transferred free of charge (-) 0
12.| Scrapped (-) -3 -268 -29¢ -569
13.| Missing (-) -1 -1
14.| Destroyed (-) 0
15. | Provided as contribution in kind (-) 0
16. Reclassification (division or consolidation, offSeq of 294 2290 4
advance) (+/-)
17 | Gross value, closing balance 0 38 9 659 16 023 D 0 25720
18 | Depreciation, opening balance 0 4 3 626 12 52 D 16 153
19. | Ordinary depreciation in reporting year (+) 414 51§ 932
20. | Extraordinary depreciation in the reporting yegr 152 152
21.| Extraordinary depreciation reversed (-) 0
22.| Disposal (-) -2 -2
23.| Transferred free of charge (-) 0
24.| Scrapped (-) -3 -268 -29¢ -569
25. | Missing (-) -3 -6 -9
26. | Destroyed (-) 0
27.| Provided as contribution in kind (-) 0
28. | Reclassification (division or consolidation)-{+/ 0
29. | Depreciation, closing balance 0 1 3919 12 73] D 16 657
30. | Net value of opening balance 0 37 1762 179 D 3597
31. | Net value of closing balance 0 37 5 740 3 28¢ D 9 063

Table 1: Movements in intangible assets in thertegmgpyear

In 2016 the legal and financial acceptance of igitale assets took place in a total amount of
HUF 2,848 million in connection with capital invesnts implemented by NISZ Zrt.
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I1.1.1.2 Changes in managed state-owned intangible assets
Figures in MHUF

- Capitalised value of| Capitalised | Intangible Intellectual ) Adve}nces_given
Description foundathn/restructu value of prgperly properties Goodwill for intangible Total
ring R&D rights assets
1. | Gross value, opening balance 0 0 0 0 0 0 0
2. | Advances given for acquisition and renovation (+) 135 135
3. | Self-produced inventories (+) 0
4. | Assets received free of charge (+) 0
5. | Assets received (in return for receivables orerghip share) (+) 0
6. | Asset management of projects carried out by MFNISZ Zrt. 2848 2 848
7. | Count surplus (+) 0
8. | Increase from contribution in kind (+) 0
9. |Increase due to merger (+) 0
10. | Disposal (-) 0
11. | Transferred free of charge (-) 0
12. | Scrapped (-) 0
13. | Missing (-) 0
14. | Destroyed (-) 0
15. | Provided as contribution in kind (-) 0
16. :‘\’7(:)Iassification (division or consolidation, offseg of advance) 0
+/-
17 | Gross value, closing balance 0 0 2 983 0 [o) Q 2983
18 | Depreciation, opening balance 0 0 0 0 0 0 0
19. | Ordinary depreciation in reporting year (+) 156 156
20. | Extraordinary depreciation in the reporting yegr 152| 152
21. | Extraordinary depreciation reversed (-) 0
22. | Disposal (-) 0
23. | Transferred free of charge (-) 0
24. | Scrapped (-) 0
25. | Missing (-) 0
26. | Destroyed (-) 0
27. | Provided as contribution in kind (-) 0
28. | Reclassification (division or consolidation){+/ 0
29. | Depreciation, closing balance 0 0 308 0 0 o) 30
30. | Net value of opening balance 0 0 0 0 0 0 0
31. | Net value of closing balance 0 0 2675 0 q Q 2675

Table 2: Changes in managed state-owned intaregbks in the reporting year
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I1.1.1.3 Changes in tangible assets
The changes in the net value of tangible ass&2816 are shown in the following table:
Figures in MHUF

Land and ) Other
buildings and Teghmcal equipment, ) Capital Agvances
Description related equl p.ment, fittings, Br:;g'k"g projects, glver_1 for Total
property mach_l nery: | fixtures and renovations capltal
- vehicles - projects
rights vehicles
1. | Gross value, opening balance 1091 982 353 002 104 O 28 061 2848 1476940
2. | Acquisition and renovation (+) 33164 1112 34 27§
3. | Assets received free of charge (+) 0
4. | Assets received (in return for receivables orexship share) (+) 0
5. | Count surplus (+) 73 3 76
6. | Increase from contribution in kind (+) 0
7. Qfset management of projects carried out by NIF/2HSZ 177 929 177 92¢
8. | Capitalisation of projects carried out by NIF.ZiNISZ Zrt. 127 34 50 039 -177 387 0
9. | Assets taken into management 4020 4020
10.| Increase due to asset settlement (+) 0
11.| Increase due to merger (+) 0
12.| Disposal (-) -1322 -179 -11 -1512
13.| Transferred free of charge (-) -2 -2
14.| Scrapped (-) -3744 -228 -94 -6 126
15.| Missing (-) -31 -238 -33 -279 -581
16.| Destroyed (-) 0
17.| Provided as contribution in kind (-) 0
18.| Decrease due to asset settlement (-) -4791 -4 791
19.| Relinquished asset management rights (-) -39 -39
20.| Commissioning (+/-) 27 811 723 -35 041 0
21.|Reclassification (division or consolidation, offgeg of advan -58 55 -1 -4
22.| Gross value, closing balance 1241 249 407 622 908 0 26 447 3960 1680186
23. | Depreciation, opening balance 330 315 181 981 1005 O 933 0| 514 234
24.| Ordinary depreciation in reporting year (+) 3%D7 15 151 2 55 14§
25.| Extraordinary depreciation in reporting year (+) 8389 391 2 12 30§
26.| Extraordinary depreciation reversed (-) -7 -7
27.| Count surplus (+) 0
28.| Taken into management (+) 0
29.| Disposal (-) -445 -163 -12 -620
30.| Transferred free of charge (-) -2 -2
31.| Scrapped (-) -3392 -208 -94 -5573
32.| Missing (-) -25 -238 -32 -259 -554
33.| Destroyed (-) 0
34.| Provided as contribution in kind (-) 0
35.| Decrease due to asset settlement (-) -750 -750
36.| Relinquished asset management rights (-) 0
37.| Reclassification (division or consolidation){+/ 22 -21 -1 0
38. | Depreciation, closing balance 374 090 198 538 887 o 669 0 574184
39. | Net value of opening balance 761 667 171021 4P 0 27128 2848 962 706
40. | Net value of closing balance 867 159 209 084 21 0 25778 3960 1106002

Table 3: Movements in intangible assets in thertegpyear

The ownership status of some of MAV Zrt's propestigas not been resolved between the
Company and its Founder since the foundation oObm@pany. In order to clarify the ownership
status of its property portfolio, MAV Zrt. has latived a robust project that involves significant
resources. As a result of this project, more pregyneas made in 2016 towards resolving the
discrepancies between the actual status of MAVsZand property assets and their status at the
land registry office.

In 2016 the asset settlement of HUF 24 millionssets not serving railway operation (VUNSZ)
and HUF 4,016 million in assets serving railwayrapien (VUSZ) took place. The impact of the
asset settlements is shown in Table 82 and Table 98

Of the capital investments implemented by NIF #rt2016, the legal and financial acceptance
of 10 projects in a value of HUF 170,258 milliomdeof the capital investments implemented by
NISZ Zrt., the legal and financial acceptance ofgtble assets and work in progress totalling
HUF 7,671 million in value took place. Of the assitken over from NISZ Zrt., assets totalling
HUF 542 million were not commissioned.
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I1.1.1.4 Change in managed state-owned tangible assets
Figures in MHUF

A Land and buildings e?ufgmgilt eq:)i?ne\:ant Breeding Capital
Description and related A ’ . ) ’ tock projects, Total
protpery rights machl nery, fittings, f|)_(tures s renovations
vehicles and vehicles

1. | Gross value, opening balance 1018 544 163 124 0 0 379| 1 199 04¢
2. | Advances given for acquisition and renovation (+ 27 329 27 329
3. | Assets received free of charge (+) 0
4. | Assets received (in return for receivables orenship share) (+) 0
5. | Count surplus (+) 73 73
6. [Increase from contribution in kind (+) 0

Asset management of projects carried out by NIF
7. 71t / NISZ Zrt. 177929 177 929
s Capitalisation of projects carried out by NIF Zrt. 127 348 50039 177 387 0

NISZ Zrt.
9. [ Taken into management (+) 4020 4020
10.| Increase due to asset settlement (+) 0
11.| Disposal (-) 0
12.| Transferred free of charge (-) 0
13.| Scrapped (-) -3713 -1925% -5 638
14.| Missing (-) -13 -13
15.| Destroyed (-) 0
16.| Provided as contribution in kind (-) 0
17.| Decrease due to asset settlement (-) 0
18.| Waiver of asset management rights (-) -39 -39
19.| Commissioning (+/-) 25 402 4 206 -29 608 0
20. Reclas.sification (division or consolidation, -105 108 0

offsetting of advance) (+/-)
21.| Gross value, closing balance 1171517 215 549 0 0 64%| 1402 70]
22.| Depreciation, opening balance 313 804 86 542 0 0 654 01 800
23.| Ordinary depreciation in reporting year (+) 3402 8 283 47 304
24.| Extraordinary depreciation in reporting year (+) 8 371 3914 12 28§
25.| Extraordinary depreciation reversed (-) -5 -5
26.| Count surplus (+) 0
27.| Taken into management (+) 0
28.| Disposal (-) 0
29.| Transferred free of charge (-) 0
30.| Scrapped (-) -3 367 -1724 -5 091
31.| Missing (-) -13 -13
32.| Destroyed (-) 0
33.| Provided as contribution in kind (-) 0
34.| Decrease due to asset settlement (-) 0
35.| Relinquished asset management rights (-) 0
36.| Reclassification (division or consolidation) -/ -4 4 0
37. | Depreciation, closing balance 357 812 97 19 0 0 549 55 480
38. | Net value of opening balance 704 740 76 582 0 0 16 (72798 046
39. | Net value of closing balance 813 705 118 530 0 0 929 947 227

Table 4: Changes in managed state-owned tang#®¢san the reporting year

Figures in MHUF

Main category Gross value | Net value
Land 24,413 24,413
Buildings 46,08¢ 43,382
Structures 1,100,389 745,475
Asset rights on real propel 626 435
Machinery, equipment, vehicles 215,549 118/530
Intangible assets 2,983 2,675
Construction in progress 15,641 14,992
Grand total: 1,405,690 949,902

Table 5: Managed state-owned assets by main cgitegor
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Figures in MHUF

Main category Gross value Net value

Land 3 3
Buildings 31,511 25,868
Structures 14,131 7,502
Asset rights on real propet 1,261 477
Machinery, equipment, vehicles 34,259 11,076
Intangible assets 22,193 6,388
Construction in progress 10,781 10,764
Grand total: 114,13¢ 62,078

Table 6: MAV Zrt-owned assets necessary for ralti@peration, by main category

I.1.1.5 Change in capital projects

Figures in MHUF

tem

Ongoing investment

2015

2016

Opening

19 691

27 12

Additions in the reporting year (+)

1337

06

210551

Self-produced inventories (+)

0

o

Increase due to merger (+)

0

Commissioning following takeover of
capital projects implemented by
NIF/NISZ Zrt. (-)

-83 12¢

-177 387

Of various capital projects implemented by
NIF/NISZ Zrt. and taken over in the report

balance sheet date

year, unfinished capital projects (WIP) as &t

542

Other commissioning (-)

-43 1

57

-35 041

Extraordinary depreciation (-)

-2

-2

Extraordinary depreciation reversed (

Other increase (+)

Disposal (-)

Missing (-)

Assets received free of charge

Other decrease (-)

Closing

27 12§

2577

Table 7: Capital expenditures

1.1.1.6 Impact of the settlement of depreciation in the reporting year

Figures in MHUF
Depreciation
As per the
tem Total gross value Ordinary Extraordinary Accounting Act, According to CT
total

Land 37 054 0 o)
Real estate properties (less land) 1204 195 39976 3898 48 36! 41694
Technical machinery, equipment 407 p22 15151 917 0689 21769
Other machinery and equipment 08 21 0 21 15
Capital investments 26 447 2 2
Total tangible assets: (Without
advances given for capital 1676 226 55 148 12 3708 67 456 63 4
projects)
Foundation, restructuring 0 0 0 ]
Research and development 38 o] o] 0 -
Intangible property rights 9659 414 152 566 424
Intellectual properties 16 023 518 ] 18 505
Goodwill 0 0 0 q -
Intangible assets in total: 25720 932 152 1084 9
Grand total (before advances for 1701 946 56 08D 12 460 68 540 64 4
capital projects):

(CT) purposes

77

29

06

Table 8: Depreciation of tangible and intangibkeets for accounting purposes and for corporate tax
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11.1.1.7 Transfers and receipts of intangible and tangible assets without
compensation

The transfers and receipts of intangible and tdagissets without compensation in 2016 are

presented in the table below:
Figures in MHUF

Assets received free of
Transferred free of charge
Item charge
Gross | Accumulated depreciatior Gross
Intangible asse 0 0 0
Tangible asse 2 2 0
Capital investments 0 0 0
Total: 2 2 0

Table 9: Transfers and receipts of tangible arahgible assets without compensation

1.1.1.8 Managed state-owned assets

Tangible assets owned by the state and managdtelyampany are carried separately in MAV
Zrt.’s books.

The cumulative development of managed state-owaegilile assets, and the related liabilities,
is presented in the tables below.
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Figures in MHUF

Item 2015 2016 Change in 2016

Intangible assets in tot 0 2 67¢ 2 67¢
Land, tota 22 671 24 41: 1742
Buildings, tota 35 66! 43 382 7 71¢
Structures, toti 645 92! 745 47t 99 55(
Asset rights on real proper 481 43E -46
Machinery, equipment and vehicles, t 76 58: 118 53( 41 94¢
Capital WIP related to managed assets 16 724 14 992 -1732
Managed state-owned tangible assets, total: 798 04€ 949 902 151 856
Managed treasury materials (from disassembly aftai 2 35( 2 31¢ -32
Expected value, at year end, of materials from gedhatate-owned tangible assets to be
disassembled 6 2 -4
Managed treasury finished products, WIP 13 8 -5
Managed state-owned inventories, total: 2 369 232 -41
Managed state-owned assets, total: 800 41€ 952 230 151 814
Long-term liabilities, opening at 30 September 200Iupon signing the asset 275 578 275578 0
management contract
Asset management of projects carried out by NIE 451 73: 632 50¢ 180 77¢
Of which - State and EU fur 449 24¢ 630 02 180 77¢

- Own func 1 64t 1 64¢ 0

- Other (local government) fui 29¢ 29¢ 0

- Funds provided by N 54C 54C 0
Assets taken into managemr 15 08¢ 15 08¢ 0
Assets taken into management due to asset settt 52 907 56 921 4 02(
Capltal projects and renovations carried out fremowration cost reimbursements and the 65 491 90 938 25 447
residuals there«
Investment, renovation from EU funds/other budgetaesource 173 85! 175 59¢ 1744
Acquisition from own fund 153 72¢ 153 737 8
Investment realised from funds received from afiartie: 7 521 7 51¢€ -5
Surplus state-owned ass: 1797 187C 73
Net value of assets taken over from MAV 19 19 0
Use of managed state-owned inventories to produceged state-owned tangible assets 1070 134 270
Origin of increase in managed state-owned tangiblassets, total: 923 206 11355389 212 333
Increase in materials from disassembly of assettseimeporting year 3621 4015 394
Origin of increase in managed state-owned inventoeis, total: 3621 4015 394
Origin of increase in managed state-owned assetsjal: 926 827 1139 554 212 727
Ordinary depreciatic 310 28¢ 357 74¢ 47 46(
Extraordinary depreciation and reve 53 16: 65 59¢ 12 432
Sale 57 57 0
Scrappini 16 97¢ 17 52¢ 54€
Missingc 2 10¢ 2 10¢ 0
Destroye! 3 3 0
Transferred free of char 1 65¢€ 1 65¢€ 0
Net value of state-owned assets transferred to 181¢ 181¢ 0
Settlement of managed state-owned 8 97( 8 97C 0
Waiver of asset management ri¢ 569z 5731 39
Settlement, in the reporting year, of shortageteeléo managed assets, written off in 0 0 0
previous yee
Settlement of extraordinary depreciation recognisete previous year 0 0 0
Origin of decrease in managed state-owned tangibbssets, total: 400 735 461 212 60 477
Use of managed state-owned invento 1 23( 1 59¢ 36€
Sale of managed state-owned inventories: 24 95 70
Origin of decrease in managed state-owned inventaes, total: 1 254 1690 436
Origin of decrease in managed state-owned assetstdl: 401 989 462 902 60913
Funds of managed state-owned assets, total: 800 41€ 952 230 151 814

Table 10: Managed state-owned assets and thedrblance sheet liabilities
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The details of movements in managed state-ownedsassthe reporting year and in the base
year are presented in the following table:

Figures in MHUF

Movements in managed state-owned assets 2015 2016 Qan

Opening net value of managed state-owned assets B2 800,416 80,634
Asset management of projects carried out by NIF Zrt 83,12€ 180,776 97,650
Of which - State and EU funds 83,126 180,776 97,650
Investment, renovation from government funds (rei,mbment for renovation) 23,056 25,447 2,388
Other assets taken into management 0 0 0
Taking into asset management in relation to astément 4,020 4,020
Managed state-owned assets procured from goversmiesidy 21,951 1,744 -20,207
Managed state-owned assets procured from own funds 2 1 8 -4
Treasury capital projects/renovations implementechfliquid assets

. . 5 -5 -10
received for development from third par
Use of materials from disassembly of treasury assgiroduce managed 240 270 30
asset
Settlement of funds related to previous years 3 0 -3
Managed state-owned assets identified as surplus 270 73 -197
Increase of managed state-owned tangible assetstato 128,666 212,333 83,667
Increase in materials from disassembly of assedtgineporting year 651 394 -257
Increase in managed state-owned inventories, total 56 394 -257
Increase of managed state-owned assets, total: 12073 212,727 83,410
Ordinary depreciation of assets in the reportiray ye -43,702 -47,460 -3,758
Extraordinary depreciation and reversal in the réppyear -4,272 -12,432 -8,160
Scrapping -386 -54¢€ -160
Missing, destroyed -11 0 11
Settlement of managed state-owned lands 0 0 0
Relinquishment of management right in respect ofagad assets -94. -39 55
Decrease in managed state-owned tangible assetsato -48,466 -60,477 -12,011
Materials from the disassembly of treasury assss u -193 -366 -173
Sale in the reporting year of materials from treadsembly of treasury assets -24 -70 -46
Decrease in managed state-owned inventories, total 217 -436 -219
Decrease in managed state-owned assets, total -43/68 -60,913 -12,230
Closing balance of managed state-owned assets 8064 952,230 151,814

Table 11: Changes in managed state-owned asskésreporting year and in the base year
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The utilisation of subsidies granted for developtrmnposes is presented in the following table:
Figures in MHUF

Use of subsidies received for the renovation/invasent of managed state-owned assets

Title of grants 2015 2016 change
Use of reimbursement for renovation related to madatate-owned ass 23 12( 21 24: -1 87¢
of which: reconstruction of ass 23 05¢ 20 371 -2 687
Advances on as: 0 827 827
Preliminary financing of ass 0 0 0
Value-added activities of as 62 44 -18
Reporting-year adjustment @& tompensation liability for previous ye 0 0 0
Use of the reimbursement resic 0 5 07¢ 5 07¢
Refurbishment of railway bridges and steel striesyiBridge projec 217 0 -217
Development of Budapest-Belgrade railtr 644 61 -583
Development of public transport in the Balaton oegproject (DDOP progt 53 4 -48
Development of public transport in Keszthely anthie Zalakaros micro-region (NYDOP progr. 4 0 -4
KOZOP grants for the implementation of MAV Zrt. fiia safety projects (15% 68C -1 -681
KOZOP grants MAV Zrt. Traffic safety projects (paeptory project) (15% 0 0 0
Electrification of railway line 2 RakosrendeEsztergom (KOZOP) (domestic p: 273 1 -273
KOZOP subsidy for the implementation of “MAV Zrttaion development and integrated customer
) S A 95 6 -89
service development programme at 26 locations” (L&kmestic par
“Preparation and implementation of bridge renowagwoject on MAV Zrt's network” ( KOZOP)(domesti@at - 15%) 0 0 0
Renovation of right track Nagyut-Mékeresztes-Mesnyarad (KOZOP ) (domestic part 15%) 2 085 24 -2[061
IKOP preparatory project for 2014-2020 (1f 1 -1 -2
Improvement of public transport in Balatonfured ¥4) 6 0 -6
Studies for the development of priority project 8@.(TEN-T project) (50% 31 0 -31
IKOP grants "MAV Zrt. Traffic safety projects " (IBP, domestic part 15¢ 1 22 21
IKOP grants for the implementation of “MAV Zrt. $ien development and integrated customer
) . . 0 31 31
service development programme at 26 locations” @kddmestic part, 15¢
Renovation of right track Nagyut-Mézeresztes-Mdinyarad (IKOP, domestic part 15 0 0f- 0
Refurbishment of railway bridges and steel striety(ZzE140001) 0 339 33¢
Service level improvement on railtrack no. 80 0 314 314
Use of central subsidies, total: 27 210 27 117 -98
KOZOP subsidy for the implementation of MAV Zrtafiic safety projects (859 3 84¢ -8 -3 85¢
KOZOP subsidy for the implementation of MAV Zrt affic safety projects (preparatory project - 4 9
(85%)
KOZOP subsidy for the implementation of “MAV Zrtteion development and integrated customer 538 33 508

service development programme at 26 locations” (#RFA 85%)
Electrification of railway line 2 RakosrendeEsztergom (KOZOP) (ERFA - 85¢ 1 55( 4 -1 54¢
“Preparation and implementation of bridge renovapmject on MAV Zrt's network” ( KOZOP)

(ERFA - 85% 0 0 0
Renovation of right track Nagyut-Mékeresztes-Mesnyarad (KOZOP)(ERFA - 859 11 781 137 -11 64«
Improvement of public transport in Balatonflired ¥8) 33 0 -33
Development of public transport in the Balaton oegproject (DDOP progt 298 25 -272
Improvement of Communal Transportation conditianSarvar and the surrounding settlements
38 0 -38
(NYDOP progr.
Development of the conditions of the public tramspgstem in the West Transdanubian region - NYDOP
- 68 0 -68
Celldémdlk - ERFA gran
Development of public transport in Keszthely anthia Zalakaros micro-region (NYDOP progr.), ERFAsU 34 0 -34
IKOP preparatory project for 2014-2020 (8¢ 5 -5 -10
Studies for the development of priority project 8@.(TEN-T) (50% 31 0 -31
Establishing P+R and B+R parking facilities in Gbd 0 0 0
Reinforcement of the Balatonkenese - Balatonakeratievated shore wall (Reducing the danger of 289 7 287
- 4

collapse and slippage of the shore walls) (KDORJpj
IKOP grants for the implementation of “MAV Zrt. T safety projects” (IKOP, KA 85% 5 122 11€
IKOP grants for the implementation of “MAV Zrt. $ien development and integrated customer

service development programme at 26 locations” RKRA 85%) 0 179 17§
Use of EU grants in total: 18 515 497 -18 018
Use of subsidies received for the renovation of maged state-owned assets, total 45 725 27 614 -18]112
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Use of subsidies received for the renovation/invesent of assets owned by MAV Zrt.
Title of Grants 2015 2016 change
Use of reimbursement for renovation of assets ovayedAV 294 2 591 2 297
Use of reimbursement for renovation of advanceassets owned by M4 17€ 96C 784
Use of the reimbursement residual 1636 1942 305
Memorial Centre for the Child Victims of the Holarsa investment projet 2714 15¢ -2 554
KOZOP grants for the implementation of “MAV Zrt.aion development and integrated customer
) ) . ) 274 3 -271
service development programme at 26 locations,” R200:
Asset purchases associated with public employntexgram 0 0 0
Development of public transport in the Balaton oegoroject (DDOP progt 6 5 -1
Development of public transport in Keszthely anthie Zalakaros micro-region (NYDOP progr. 0 0 0
KOZOP grants for the implementation of “MAV Zrt.affic safety projects,” from the central
0 0 0
budget (15%)
Co_nsolidation of infrastructure and rolling stockimienance SW and IT application (INKA) 174 38 13¢
(KOZOP) - (domestic part 15%) A
IKOP grants for the implementation of “MAV Zrt. $itan development and integrated customer
service development programme at 26 locations” fteencentral budget (IKOP domestic part, 0 62 62
15%)
Consolidation of infrastructure and rolling stockintenance SW and IT application (INKA) 4 74 70
(IKOP, domestic part 15%)
Refurbishment of railway bridges and steel striesy(ZE140001) 0 55 55
Use of central subsidies, total: 5 277 5 89 612
KOZOP grants for the implementation of “MAV Zrt.gfibn development and integrated customer L
) . i 1550 15 -1 535
service development programme at 26 locations,” 20003
Improvement of Communal Transportation conditionSarvar and the surrounding settlements
22 0 -22
(NYDOP progr.
KOZOP grants for the implementation of MAV Zrt. fiia safety projects (ERFA/KA 85%) 1 0 1
Consolidation of infrastructure and roling stockimenance SW and IT application (INKA)(KOZOP)(ERF85%) 9083 217 -76€
Development of public transport in the Balaton oegoroject (DDOP progi 35 30 -4
IKOP grants for the implementation of “MAV Zrt. $ien development and integrated customer 350 350
service development programme at 26 locations” RKRA 85%
Consolidation of infrastructure and rolling stockimenance SW and IT application (INKA) (IKC o4 422 397
KA - 85%)
Use of EU subsidies in total: 2 616 1034 -1 58
Use of subsidies received for the renovation/invesent of assets owned by MAV Zrt. in totall 7893 692 970

Table 12: Use of investment subsidies

1.1.1.9 The Company'’s long-term investments
Figures in MHUF

Book value of investments
ftem Opening value Increase Decrease Closing value
Related companies 117,858 5,483 0 123,341
Significant shareholdings 806 0 1 805
Other investments 2,457 0 0 2,457
Total: 121,121 5,483 L 126,603

Table 13: The book value of the Company’s investsey category

Pursuant to the provisions of the Accounting ActAWIZrt. has fully consolidated 6 of its
subsidiaries in its consolidated financial statetsefior 2016; it exercises a direct controlling
influence in all of these except MAV VAGON Kft.

On the basis of Sections 54 and 46 of the Accognfint, at the end of 2016 reversing the
impairment previously recognised on shareholdings yustified in the case of MAV-START
Zrt, in an amount of HUF 5,482 million.

The value of investments in related parties waseesed by the establishment of Kinai-Magyar
Vasuti Nonprofit Zrt. with a value of HUF 1 millionThe purpose of this joint venture
established with the Chinese partner is to perftnen procurement and project management

26/96



MAV Hungarian State Railways Private Company Limitdy Shares

tasks related to the development of the Hungaeatian of the Budapest-Belgrade railway line.
The owners of the venture (MAV Zrt. and China Raywinternational Corporation and China
Railway International Group) make decisions on asemsual basis. MAV Zrt. carried out a
HUF 1,200 M share premium-based capital increag@encompany, which was registered by
the Company Court on 26 January 2017, after thenloal sheet date but before the balance sheet
preparation date.

Following a decision by the Metropolitan Counciludapesti Helyiérdek Vasut Zrt. (BHEV
Zrt.) was established on 7 November 2016 by wayerherger from Budapesti Kdzlekedési
Zartkorien Mikodé Részvénytarsasag. An agreement was made betweeMelropolitan
Council of Budapest and Magyar Nemzeti Vagyonk&Zet. (MNV Zrt.) on 25 November 2016
regarding the handover of the municipality’s shatdimg in the venture to MNV Zrt.

MNV Zrt. transferred the shareholding, for the msgs of the exercising of rights, to the
Ministry of National Development (NFM), which on 28ovember 2016 concluded a proxy
agreement with MAV Zrt. regarding the exercisingafner’s rights. Later, the Ministry of
National Development transferred its shareholdm@HEV Zrt. to MAV Zrt. as a non-cash
contribution to equity, thus making the Company #mdual owner. The Company Court
registered the increase in capital on 13 Febru@fy 2after the balance sheet date but before the
balance sheet preparation date.

The HUF 1M decrease in investments in materialedi@dings was caused by the completion of
the voluntary liquidation of HUNGRAIL Egyesiilés. @liquidation procedure at MAV Hidépit
Kft. was also completed in the reporting year, ibuwtiew of the fact that the shareholding was
recognised at zero HUF in the books, the derecagndf the shareholding had no impact on
profit/loss.

The development of MAV Zrt's shareholdings in tleparting year is shown in detail in the
section entitled 111.6. The Company’s investments.

11.1.1.10 Impairment of non-current financial assets
Figures in MHUF
Impairment
" . Increase in | Decrease in| Write-back in .
Description Opening . . Closing
value the reporting [the reporting| the current value
year year year

Long-term investments in related companies 8 422 0 60 548 2 340
Long-term loans to related companies 0 0 0 0 0
Significant permanent shareholding 158 0 0 q 158
Long-term loans given to significant related

parties 0 0 0 0 0
Other long-term investments 0 0 0 0 0
Long-term loans given to other related parties 0 0 0 0 0
Other long-term loans given 692 4 0 24 672
Long-term debt securities 0 0 0 0 0
Total: 9272 4 600 5 506 3170

Table 14: Impairment on non-current financial inpents

I.1.1.11

MAV Zrt. recognised no subordinated assets in 2016.

Value of subordinated assets by legal title
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.L1.2 Current assets

11.1.2.1 Presentation of the inventories

Figures in MHUF

. . WIP and semi- Young, fattened - Advances given
Inventories Raw materials - and other Finished products Goods N .
finished products . for inventories
livestock
Opening, gross 8,473 4 - 267 825 -
Acquisition, advance given 24,351 21,246
Assets received free of charge
Contribution in kind
Increase due to merger
Reclassification
Taken to inventories - 2 766
Surplus 18
Materials from disassembled assets 362
Other increase
Use (expensed) - 13,288 - 794 |- 26
Reclassification, offsetting of advance
Sale - 10,317 - 21,958
Transferred free of charge
Contributed
Scrapping - 45
Missing - 12
Other decrease
Closing, gross 9,542 2 - 239 87 -
Impairment, opening 41 - - - - -
Impairment for the reporting year 139 3
Written off due to low stock levels - 41
Reversed impairment
Impairment, closing 139 - - 3 - -
Opening, net 8,432 4 - 267 825 -
Closing, net 9,403 2 - 236 87 -

Table 15: Presentation of the inventories

Raw materials and finished goods include the valuenaterials from the scrapping of state-
owned assets, as well as the value of the finigjoedls manufactured from these, in an amount

of HUF 2,328 million.

11.1.2.2 Receivables

1.11.2.2.1 Receivables and theirimpairment loss

Figures in MHUF
Gross value of receivables Impairment of receivables
over Openin Impairment Other Book value of Book value of
Description Not 1-90 |91-180(181-365 P for the Reversed Written off Closing | receivablesin receivables in | Change
365 Total g . . " reversed
overdue | days | days days reporting impairment | debt collected| . N balance 2016 2015
days balance| year impairment
Accounts receivable
2692 1009 85 12 3095 6095 43p2 249 44 78 1178 3271 824 2871 -47|
Receivables from related
companies 14 707| 26 q (¢ 14 733 o0 0 0 0 0 0 14 733 13 846 887
of which: receivables from full
consolidated subsidiaries 1350¢ 26 0 0 o| 1353 0 0 0 0 0 0 13 53 1382 204
of which: receivables from no
fully consolidated subsidiaries 1 0 0 0 1 0 0 0 0 0 0 1 20 19
of which: non-consolidated
jointly managed company based
on auot 1200 q 1200 0 o 0 0 0 0 1200 0 1200
Receivables from companies
linked by virtue of major
participting interest 47 4 1 0| 30 82 3 ] D 30 82 45 7
Receivables from other
associated companies
0 9 0 0 0| 9 0 Q 2 7
Bills of exchange receivable 0 0 o ol q a 0 0 0 0
Other receivables 3303 16 8 80 10 3512 89 6 0 2 1 D2 3420 4119 699
Total receivables: 20749 15§ 94 203 3230 24431 4442 254 L44 80 1/179 3303 0381 20 883 15!

Table 16: Receivables and their impairment loss
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The material change in receivables from related paones is explained in the section entitled
[1.1.1.9 The Company’s long-term investments.

I1.L1.2.2.2 Receivables from related companies

Figures in MHUF

Non-consolidated
Description Fully coqsglldated Not fully cgn;ohdated jointly managed Total
subsidiary subsidiary company based o
quota

Advances given for intangible assets 0 0 0 0
Advances given for capital projects 113 0 0 113
Long-term loans to related companies 0 0 0 0
Advances given for inventories 0 0 0 0
Receivables from related companies 13[532 1 1200 B4 73
Total: 13 645 1 1200 14 846

Table 17: Receivables from related companies

1.1.2.2.3 Reclassification of receivables and liabilities in the balance sheet

The following items have been reclassified in th&ahce sheet:

HUF 7,741 million was reclassified from investmeamd development loans, and HUF
1,647 million from other long-term loans, to shtatm loans, as loan repayments due in
2017.

HUF 234 million was reclassified from long-term hsareceived to the short-term loans,
as loan repayments due in 2017.

HUF 82 million was reclassified from other longftefoans given, to other receivables,
as loan repayments due in 2017.

Liabilities towards employees totalling HUF 8 noli were reclassified from other short-
term liabilities to other receivables.

Other receivables totalling HUF 1 million were @sdified to long-term loans given.
HUF 1 million was reclassified from accounts reedile to other short-term liabilities,
and HUF 39 from accounts payable to other receesmbivhile HUF 74 M was
reclassified to trade creditors due to overpaymgaota suppliers.

Loans provided through the cash pool system to MAG Kft. in the amount of HUF
3,285 million, to MAV Vagon Kft. in the amount of WF 517 million and to ZAHONY-
PORT Zrt. in the amount of HUF 159 million, wereclessified from short-term
liabilities to receivables from related parties.

Liabilities towards the central budget totalling H@,844 M were reclassified from other
short-term liabilities to other receivables.

11.L1.2.3 Securities

I1.11.2.3.1 Impairment on securities

MAV Zrt does not have any securities held for tragi
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I1.1.3 Prepaid expenses/accrued income

Figures in MHUF

Iltem H Previous year‘ Reporting year{ Difference
Accrued income
Accrued income from completed but not invoiced Bmy 1,338 1,021 -317
Accrued cash pool interest (internal and external) 9 2 -7|
Accrued bank interest for the reporting period 39 8 -31
Accrued late payment interest and penalties 61 4 -57
Accrued dividend due 1,428 [« -1,428
Other revenues 136 80 -56
Accrued income, total: 3,011 1,115 -1,896
Prepaid costs and expenses
Expenses, other 150 122 -28
Dismissal wage and severance pay 38 34 -4
Prepaid unbilled expenses (credit) 1,230 1,458 228
Prepaid costs and expenses, total 1,418 1,614 196
Deferred expenses
Unrealised FX loss on EUR 45.4 million loan 224 0 -224
Unrealised FX loss on EUR 144.6 million loan 3,406 2,557 -849
Unrealised FX loss on Eurofima contract 13 (Nr. 264 836 0 -83€
Deferred unrealised FX loss on EUR 141.6 milliome&lepment loan 3,497 2,777 -720
Deferred expenses, total 7,963 5,334 -2,629
Total: 12,392 8,063 -4,329
Table 18: Prepaid expenses/accrued income
* The settlement of dividend to be withdrawn from thdividual companies due to a
change in the Accounting Act will take place in 201
* The decrease in accrued currency losses relatiddign currency loans results from a
decrease in the volume of the loans and the exehaatg.

I1.L1.4 Equity

1.1.4.1 Changes in equity components

Figures in MHUF

. Registered Subscnped Capital Retained ) Non— After-tax .
Descriptions ; but unpaid . distributable . Equity
capital ) reserve earnings profit/loss
capital (-) reserve

Opempg balance in the 22 000 0 119 155 -19 449 3674 33 700 159 080
reporting year
Transfer of after-tax 0 0 0 3370 ) -33 700 0
profit/loss of previous ye
Release of non-distributable
reserves related to unrealised 0 0 0 1371 -1371 0 o]
exchange loss
Development reserve released 0 0 0 58 -58 q
After-t_ax profit/loss in the 0 0 0 0 0 12 035 12 035
reportina vee
Asset settlement 0 0 -3 948 ¢ D -3 948
Closing balance in the

N 22 000 0 115 207 15 680 2 245 12 035 167 167
reporting year

Table 19: Movements in equity

The owner of MAV Zrt., in its sole shareholder'smeer’s) decision number 25/2016 (XII. 20.)
issued on 20 December 2016, ordered the raising/df Zrt's capital through the provision of

a HUF 1,978,362,109 cash contribution. Accordintlg Company’s subscribed capital was
increased by HUF 200,000. Registration of the ehjpiicrease took place on 11 January 2017
with effect from 20 December 2016. Consequentlyy #mount of the capital increase is
recognised on the balance sheet date under otbertelm liabilities.
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MAV Zrt.’s owner, pursuant to chapter 11.1.1.9,hiis single-shareholder (owner) resolution no.
2/2017. (Il. 7.) issued on 7 February 2017, ordehedcapital increase of MAV Zrt. through a

non-cash contribution of HUF 18,202,918,217. Thioulge capital increase, the Company’s
registered capital was increased by HUF 2,499,800,The capital increase was registered on
13 February 2017.

As a result of the above-mentioned capital increaSiB\V Zrt.’s registered capital stood at HUF
24,500,000,000 at the time of balance sheet prepara

MAV Zrt. has no convertible, or contingent convielei bonds.

11.1.4.2 Non-distributable reserves presented by purpose

Figures in MHUF
Opening | Released Accounted Closing
balance | in2013 | in2013 | balance
Difference between provisions for 3,579 1,371 D 2,208
unrealised FX losses on FX loans and
deferred expens

Non-distributable reserve

Unexpensed part of R&D posted to 37 0 0 37
allocated reserv:

Development reserve 58 58 C q
Total: 3,674 1,42¢ ( 2,245

Table 20: Non-distributable reserves presentedipygse

II.L1.5 Provisions
The principles of provisioning

The provisioning principles applied by the Compamg regulated in detail in the Company’s
accounting policy. The principles applied in theseaof the most important legal titles are
summarised in the following table:
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Legal title

Provisions

Liabilities related to employment terminatic

DION the total amount of payment obligations
the following years, undertaken in existi
contracts.

Bonuses due in the reporting year but not
approved

yeh the sum of bonuses and contributions.

Obligations likely to be incurred in ongoir
litigious proceedings (including interest a
other incidental costs)

1idf a payment obligation is likely and excee
nNHUF 3 million.

In the case of claims exceeding 1% of equ
provisions are only set aside if, based on a ¢
by-case assessment, it is likely or certain th
payment obligation will be incurred.

Guarantee obligations

Every quarter,
revenue in the given quarter, based on
proportion of the costs resulting from fulfilme
of the guarantee obligations actually incurreg
the reporting year to the part of the previg
year's net sales revenue to which a guara
obligation is related; in the case of individual
contracts or projects, on a case-by-c
assessment.

Default interest

On interest, of the extent detagdiin the Civil
Code, that has not been charged but relates t
period before the balance sheet date, based
calculation.

On expected costs — in the case of demoli
and maintenance costs

tifrthe expected cost is substantial, then base
a case-by-case assessment. Provisioning fo
pro-rata portion of periodical recurrin
maintenance costs of assets created in the c
of development, reconstruction a
comprehensive renovation performed using
funds, and serving to ensure a higher standa
service, is of particular importance at MAV Z
and is performed on the basis of the follow
formula:

Time passed from the
maintenance period unti the

For covering periodic maintenance trning date

costs
amount of provisions generated
on the balance sheet

= ——— Estimated maintenance costs
Length of maintenance

period

Environmental protection

On the basis of an ordgr the specialis
authority, or in the absence of such, d
reporting based on a professional estimate.

Annuity obligations

On the basis of the claim aksgrby the
beneficiary, the interest and other incidental €
related to the reporting period. The awarc
annuity is determined using the annu
calculation method; if necessary the provisi

are re-estimated.
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The Company makes use of the opportunity providedtfin Section 33 (2) of the Accounting
Act, and — in connection with capital investmentsd goroperty rights — sets aside other
provisions. The decision regarding the settingeasidother provisions related to working capital
loans is always made on a case-by-case basis.

11.1.5.1 Provisions for expected liabilities
Figures in MHUF

L i Opening Releasedinth¢ Set aside inthe| Closing
Provisions for liabilities . .
balance reporting year | reporting year balance

Liabilities related to employment termination 1355 91( 422 86[7
Environmental liability 10 486 687 524 10 323
Litigation 2 397 1367 28B 1313
Provisions set aside for indemnity claims 181 39 78 220
Liabilities assumed from subsidiaries 7 0 0 7
Damage caused by chemical spill in the Ajka 4 0 0 4
region
Working clothes and uniforms 917 313 102 706
Contribution payment liability 7 320 79" 515 7 040
Late-payment interest 339 321 114 132
Provisions generated because of EU law
infringemer?t 0 0 19 19
Bonus payment liability 711 408 457 760
Provisions for other liabilities 225 0 0 225
Total: 23942 4 84C 2514 21616

Table 21: Provisions set aside for expected ltadsli

The decrease in provisions related to litigiousesaswas caused by the fact that an agreement
was reached regarding the unpaid salary of empsogegployed in standby positions, and the
payment related to this was also made in the cafrdee year.

Pursuant to orders VFF/27095/2014-NFM and TPF/285@815-NFM issued by the Ministry
of National Development, bonuses for the years 20482014 were not paid to employees who
are subject to Section 208 (1) and (2) of the Lalétnde. The provisions previously set aside for
the unpaid part will remain until expiry of the ltation period under labour law. Provisions of
HUF 457 million were set aside in respect of th&@@performance.

Environmental protection provisions are presenteddetail in the section entitled I111.1.1.
Environmental protection liabilities, in Table 56.

11.1.5.2 Provisions set aside for liabilities to related companies
Figures in MHUF

Provisions set aside for liabilities to Opening Released in the| Set aside in the Closing
related companie balance reporting year reporting year balance
Provisions set aside for indemnity claims 110 23 64 151
Liabilities assumed from subsidiaries 7
Late-payment interest 1
Total: 118 24 64 158

Table 22: Provisions set aside for expected ligslio related companies

11.1.5.3 Provisions for future costs

The provisions set aside by MAV Zrt. for expectsabstantial and periodically recurring future
costs that are likely or certain to be incurred{ the exact amount or the date of which is
uncertain as of the balance sheet date (future);@t summarised in the following table.
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Figures in MHUF

L . Opening Releasedin thg Setaside in the Closing
Provisions set aside for future costs ) ;
balance reporting year | reporting year balance
Provisions set aside for future costs 927 65 q 862
Provisions to cover key maintenance costs 3675 ( 3485 7 160
Provisions to cover other maintenance costs 1 84¢ 1032 56 871
Total: 6 450 1097 3540 8 893

Table 23: Provisions set aside for future costs

This year a review was held of the assets for wmelmtenance provisions had been set aside in
previous years. Based on the review, provisiordliog HUF 1,032 in value were released due
to the performance of works or the decommissioinguildings.

There is a growing proportion of lines, stationsl ather elements of infrastructure within the
railwvay network operated by MAV Zrt. which have heeleveloped, reconstructed or
comprehensively refurbished using EU funds. This pikthe network — due to the incorporation
of assets that are more modern and ensure a hstgnedard of service, as well as the special
rules relating to the use of EU funds — gives tsenaintenance expenses that differ from the
existing ones in terms of the technical conteng¢, afr a higher amount than at present, and
generally recur cyclically. In order to reconciteetfunds received at an effectively constant rate
on the basis of the track operation agreement thighmaintenance funds requirement incurred
cyclically as described above, provisions wereaséte in 2016.

1.1.5.4 Other provisions

11.L1.5.4.1 Provisions for exchange rate losses
Figures in MHUF

Opening Releasedin| Setaside in Closing
Description of Loan balance the reporting [the reporting balance
year year
OTP (Talent) 157 157 0 0
CA-CIB 1956 307 ( 1649
Eurofima 13 661 661 0 0
Raiffeisen 1610 133 0 1477
Total: 4 384 1 258 ( 3126

Table 24: Provisions for exchange rate losses

1.1.5.5 Development of provisions in the reporting year
Figures in MHUF

Description PrO\Asiqn f.o-r .contingent Prousion for Other provisions Total
liabilities future costs
Opening balance of provisions 23942 6 450 4 384 34776
Resolved nominal 4 840 109y 1258 7 195
Generated nominal 2514 3540 D 6 054
Closing balance of provisions 21 616 8 893 3126 33 635

Table 25: Changes in provisions

II.1.6 Liabilities

1.1.6.1 Subordinated liabilities
MAV Zrt. does not have any subordinated liabilities
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11.1.6.2 Long-term liabilities

11.L1.6.2.1 Long-term loans
Figures in MHUF

Government Amount per Available facility
Label of the source Agreement dated Matures on guarantee Secured Currency agreement Million | Million
at by assets| (millions, original

(no. of decree) currency) FX HUF
Investment loans
EUROFIMA 11 d 31.12.2003 17.12.2018 1036/2003 ye EUR 6(8,0 8,057 2 506
CA-CIB Consortium (30 Flirt) 22.03.2006 16.06.2020 - sye EUR 1446 44,009 13 688
Raiffeisen Bank Zrt. (+30 Flirt) 25.09.2007 28.11.202 - yes EUR 141,60 60,162 18712
Total: 34 906
Operational loans
MFB Zrt. HUF 7.0 bn [ 27122012 | 27.12.2017 | 1546/2012 | FHU 7 0od 1647
Total: 1647
Grand total: 36 553

Note: HUF 7,741 million in investment loans, and HU,647 million in other long-term loans was preésdrunder short-term loans in the
balance sheet.

Table 26: The Company'’s long-term credit facility

Figures in MHUF

Description of the long-term facility 2017 2018 2019 20a2f(t)e?nd Total

Investment loans

EUROFIMA 11 d 0 2,50€ ( ( 2,506

CA-CIB Consortium (30 Flirt) 3,911 3,911 3,911 1,955 13,688

Raiffeisen Bank Zrt. (+30 Flirt motor coaches) 3,830 3,830 3,830 7,222 18,712

Total 7,741 10,247 7,741 9,177 34,906
Operational loans

MFB Zrt. HUF 7.0 bn 1,647 ( ( ( 1,647

Total 1,647 0 0 C 1,647

Grand total 9,388 10,247 7,741 9,177 36,553

Note: HUF 7,741 million in investment loans, and HU,647 million in other long-term loans was présdrunder short-term loans in the
balance sheet.

27 Table: Repayment schedule of the Company’s termydoans

I1.1.6.2.2 Long-term loans and bond debts
Figures in MHUF

Amount per Available facility
(31/12/2016)
Agreement Govemnment Secured by Currenc agr.e?mem
Loan Matures on guarantee (millions,
dated at assets y - Million
(no. of decree) original Million HUF
currency) FX

Entrepreneurial loans

Central traffic coordination sy 10/08/2007 27/06/2019 - | - [ HUF 1,870 526
Total: 526

Note: HUF 234 million in entrepreneurial loans wpresented under short-term loans in the balaneet sh

28 Table: The Company’s long-term loans

Figures in MHUF

Description of the long-term facility 2017 2018 2019 20 and afte Total
Entre preneurial loans
Central traffic coordination system in Szeged - PRN 234 234 5 D 526
Total 234 234 58 ( 526

Note: HUF 234 million in entrepreneurial loans wpaissented under short-term loans in the balanat.she

29 Table: Repayment schedule of the Company’s termydoans
The Company has no bond debts.
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1.11.6.2.3 Other long-term liabilities

Figures in MHUF

Description Previous year | Reporting year

Funding for managed state-owned assets 827475 979 318

Change in liabilities due to merger 127 0

Other long-term liabilities 357 474

Other long-term liabilities in total: 827 959 979 792
Table 30: Other long-term liabilities
11.1.6.2.4 liabilities related to managed state-owned assets
Figures in MHUF
Liabilities associated with managed state-owned asts 2015 2016 Change

Long-term liabilities related to managed state-odvassets 800,416 952,230 151,814
Compensation obligation 27,059 27,088 29
Long-term liabilities related to managed state-owne assets, total 827,47% 979,318 151,843
Balance of settlement against the Hungarian Stagaslry related to investments 696 166| - 530
of which: - treasury investment invoices sulexitb the treasury in the current year - 21,954 1,708 20,246
- payments made by the treasury in threent year, 22,605 1,296 - 21,309
Liabilities from financing subsidies provided bgtheneficiary 543 1,719 1,176
Use of materials from the disassembly of manageté-siwned assets for maintenance and repair - 115| - 19 96
Short-term liabilities related to managed state-owed assets, total 1,124 B86 742
Liabilities related to managed state-owned assetstal 828,599 981,184 152,585

Table 31: Liabilities related to managed state-ahamsets

Details of the liabilities related to the decremsstate-owned assets:

Figures in MHUF

Compensation liability accounted from the date theamendment to the Act on State Property took effed28 2015 2016 Change
June 2013)
Opening balance of compensation liability 27,071 27,059 -1
Ordinary amortisation recognised 0 0 0
Extraordinary depreciation 0 37 37
Takeover in 2016 of NIF progect 0 37 37
Investment, renovation related to managed stateedwssets, from own funds (-) -12, -8 4
Balance of compensation liability accounted aftertte amendment to the Act on State Property took effs, in -12, 29 41
accordance with the rules in effect before 28 Jun2013
Ordinary amortisation recognised 43,702 47,461 3,75
Extraordinary depreciatic 4,27 12,39 8,127
of which - Handover in 2016 of NIF projects 0 9,619 9,61
- From Investment and Scrappf tangible assets 4,277 2,781 -1,49
Extraordinary depreciation ofvestments related to managed state-owned assets -5 -5 0
Net value of missing managed state-owned assets 1 0 -1
Net value of scrapped managed state-owned assderecognition 386 546 16/
Materials recovered from the scrapping of managme-®wned assets (-) -591 -350 24
Waiving the compensation obligation (-) -47,770 -60,05R2 -12,28
Balance of co.mpensation _Iiability accounted aftertte amendment to the Act on State Property took efé, in 0 0 0
accordance with the rules in effect after 27 June®.2
Closing balance of compensation liability 27,059 27,088 2
Use of materials from the disassembly of managee-siwned assets for maintenance and repair 0 0
Liabilities related to the decrease in managed statowned assets, total 27,059 27,088 2

Table 32: Liabilities related to the decrease imagad state-owned assets

11.1.6.3 Short-term liabilities

1.1.6.3.1 Short-term credits and loans

The following year's repayment instalment of entegreurial loans (HUF 234 million) was
reclassified to short-term loans. The part of loegn loans repayable within one year, totalling

HUF 9,388 million, is stated under short-term laans
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1.1.6.3.2 Other short-term liabilities
Figures in MHUF

tem Previous | Reporting Difference
year year

Taxes payable 4,510 3,823 -875
Liabilities to the treasury 14,045 8,316 -5,306
of which: liabilities due to reimbursement apenses 12,681 7,473 -4,752
Narrow gauge railway developments 0 10,000  10,00C
Wages and salaries 3,065 3,266 201
Completed but not registered capital increaseifseection 11.1.4.1.) 0 1,978 1,978
Other liabilities deducted from employees 152 139 -13
Liabilities from claims for indemnity 104 a -104
Tender deposit 193 1 0
Late-payment interest payable 4 2 -2

Security, deposit 0 19
Competitive bid bond 94 109 15
Other liabilities 31 43 12
Other current liabilities, total 22,8 27,701 5,906

Table 33: Composition of other short-term lial®kti

In its resolution number 1803/2016 (XII.20.) the v@émment granted support, pursuant to
Section 101/A of Government Decree 368/2011 (XI).2h the implementation of the act on
public finance, for narrow-gauge railway developinenojects.

Figures in MHUF

Ref. Legal title of reimbursement 2015 2016
A |Opening, unused reimbursement 8987 12 68
B Amount used for capital projects and renovatioharged to previous year's residua -1 636 -7018
C Regsonable profit recognised in the reporting y&earged to previous year's 3716 3650
residual
l Cost reimbursement not used from residual of prefus periods (I=A+B+C) 3635 2013
D |Operational compensation disbursed in the reppstear 44745 44030
E |Operational compensation recognised in the repmpstear -38 180 -38 869
Il.  [Unused operational compensation in the reportingyear (I.=D+E) 6 565 5161
F Renovation cost reimbursement disbursed in thertiey year 26 072 25091
G |Used amount of renovation cost reimbursement digdtliin the reporting year -23591 24792
ll.  Unused cost reimbursement for renovation in thereporting year (ll.=F+G) 2481 299
IV. |Unusedreimbursement, total (IV=1+IL.+ll.) 12 681 7473

Table 34: Composition of liabilities related to tsoeimbursement
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11.1.6.4 Liabilities to related companies
Figures in MHUF

Description Fully consolidated Not fully cc.)n.solldated Total
subsidiary
Subordinated liabilities to related companies 0 0 0
Long-term liabilities to related companies 0 0 0
Current liabilities to related companies 16 132 1 38|1
Total: 16 132 1 16 133

Table 35: Liabilities to related companies

I1.L1.7 Accrued expenses and deferred income
Figures in MHUF

Description Previous | Reporting Difference
year year
Prepaid income
Unbilled income (credit) 145 13¢ -
Pre-billed income 1 364 36
Invitel Kft. other prepaid income 9444 9 155 -289
Other revenues 323 23( -93
Prepaid income in total: 9913 9 88 -2b
Accrued expenses
Unbilled costs 956 1964 1008
Accrued incoming invoices to be approved 64 82 1¢
Other expenses 9 0 -9
Accrued calculated unbilled utility charges relatec?011 19 (¢ -1¢9
Accrued calculated unbilled utility charges related012 5 0 -5
Accrued calculated unbilled utility charges related®®015 390 6 -390
Accrued calculated unbilled utility charges related016 0 172 172
Interest 38 16 -22
Accrued internal and external interest on Cash-p#&&8iH Bank 2 1 -1
Late-payment interest, penalty and damages dueeingporting period 0 15 15
Incentives and relevant costs 0 88 88
Accrual of costs and expenses in total: 1483 233 85bH
Deferred income
Fixed assets received free of charge and as gifts 90 86 -4
Surplus of fixed assets 623 585 -38
Cash received fromthe government 10 447 10 27p -170
Phare aid for development 440 411 -29
EU funds and government subsidies 4 39¢ 6373 1974
Reimbursement for renovation - assets owned by MAV 311€¢ 8 536 5420
Amounts received from local governments and frosibesses free of charge 123 120 -3
Debts arising from asset acquisitions assumed bygtvernment 2 439 1834 -605
Deferred income in total: 21672 28 21y 6 545
Total: 33 068 40 443 7 375

Table 36: Change in accrued expenses and defaoeahé

Deferred income was recognised in 2016 in an amouRUF 2,072 million in connection with
subsidies received as a part of EU and other deptogrammes, and HUF 3,551 million in
connection with the reimbursement of renovatiortsd3roportionately to depreciation, and as a
consequence of the derecognition of items notedlab asset settlement, the release of HUF
1,000 million in deferred income was recognised.

11.L1.8 Disclosures related to off balance sheet items

11.1.8.1 Borrowing and repayment of loans not disbursed by the balance
sheet date

In 2016 MAV Zrt concluded no credit agreements Vidrich disbursement was delayed until
2017.

38/96



MAV Hungarian State Railways Private Company Limitdy Shares

11.1.8.2 Hedging transactions

Financial market risks associated with MAV Zrt.'stigity are an integral part of its business
operations, and these risks were actively redunedigh hedging transactions.

MAV Zrt’s 2016 foreign currency balance, expressedoth EUR and in HUF on an EUR
basis, was a deficit of EUR 3,866 thousand, whiads \EUR 6.589 thousand less than the
planned figure. The main factor underlying thiscdépancy was the EUR 7,558 thousand in
foreign currency income from the sale of real es{#fte opportunity to execute the transaction
arose after the plan had been made).

The total foreign currency deficit arising in ewmras EUR 65,556 thousand, which also includes
the foreign currency debt service related to theomooaches that the Company invoices to
MAV START Zrt. in HUF as part of the rental fee.

The planned foreign currency deficit was hedgedh \BEUR 52,046 thousand forward (of which
EUR 1,160 thousand was closed), EUR 1,500 thousavap, and EUR 516 thousand spot
purchases. Through the above transactions, thessegeforeign currency cash flow was assured
at a more favourable exchange rate (weighted areratg: 311.19 HUF/EUR) than the MNB
rate (weighted average rate: 311.99 HUF/EUR).

No hedge transactions were concluded in 2016 forigks associated with interest rate changes
or commodity (e.g. gasoline) price changes.

The profit and loss and cash flow effect of hedgingtracts concluded in 2016 and known by
the balance sheet preparation date are shown talhebelow.

Figures in MHUF

Transaction type Effept on Effect on cash
profit/loss flow
Forward 3.1 3.1
. . Swap -1.2 -1.2
Clearing transactions )
Option 0 C
Total: 1.9 1.9
Forward 355 355
. . Swap ( (
Delivery transactions )
Option 0 C
Total: 355 35.5
Grand total: 37.5 37.5
Hedging 37.5 375
of which: Non-hedging D D
Total 37.5 37.5
Stock exchange 0 0
of which: oTC 37.5 37.5
Total 375 37.5

*The profit and loss impact and the cash fow intpeere identified based on the official centralloéNB)
rate prevailing at the date of maturity.

Table 37: Forward hedge transactions in 2016
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11.1.8.3 Surety and guarantee contracts
Figures in MHUF

Beneficiary . Amount Of.
Type of guarantee Contracting party | Start date End dae guarantee in
company name .
million HUF
Bank guarantee
National Taxand| . o o arantee OTP Bank Nyrt. 12/12/2015  11/12/2017 00 3
Customs Authority
National
Transport accident OTP Bank Nyrt. 27/04/2009 31/12/2017 1,000
Authority
Ministry of budgeted and for the use of the
National residual value for the purposes of P Bank Nyrt. 26/10/2016| 31/10/2017 1,182
Development TEN-T project r@i
Bank guarantees, total: 2,482

Table 38: Guarantee contracts in effect at thenbalaheet date

As at 31 December 2016 MAV Zrt. had no contractsleunwhich it assumed a payment
guarantee.

11.1.8.4 Lien obligations
Figures in MHUF

Available facility
Loan description as a203116Dec. Security
(million HUF)
EUROFIMA 11 2 506 rolling stock
CA-CIB Consortium (30 Flirt financin 13 68¢ 30 Flirt multiple-unit trains
Raiffeisen Bank Zrt. (+30 Flirt financing) 18 712 30 Flirt multiple-unit trains

Table 39: Development of lien obligations

Liens have been established on 30 Flirt multiple tailcars for Crédit Agricole Corporate and
Investment Bank, and on 30 additional Flirt muipinit railcars for Raiffeisen Bank, as lenders,
in connection with the procurement of the said @sse

MAV Zrt. issued a parent company comfort lettei@ditanstalt fiir Wiederaufbau and to the
European Investment Bank as the funders of 25 TRAtYines for MAV-TRAKCIO Zrt.
(from 1 January 2014, MAV-START Zrt.).

MAV Zrt. holds CHF 18.2 million (0.7%) of the ret¢gsed share capital of EUROFIMA, of
which CHF 14.56 million (80% of the registered haapital) is not yet paid. It becomes
payable based on the resolution of the Board oéddars of EUROFIMA in line with Article 5
and Article 21 paragraph 3 (6) of EUROFIMA’s Argsl of Incorporation. However, no request
for payment has been made yet.

In addition to CHF 18.2 million of EUROFIMA’s redired share capital held by MAV Zrt.,
MAV guarantees in an additional amount equalling ghare capital holding of CHF 18.2
million the rolling stock financing arrangementancordance with Article 26 of EUROFIMA'’s
Articles of Incorporation. This guarantee can dogycalled if both the railway company and the
shareholder state guaranteeing the loan fails yo goad the guarantee fund specified in Article
29 of EUROFIMA'’s Articles of Incorporation (CHF 6% million according to the 2015 annual
financial statements) does not cover the lossderseaf. Amounts drawn from the shareholders’
guarantee are refunded by EUROFIMA to the exterthefrecoverable value from the disposal
of the underlying rolling stock or from other regables associated with the loan agreement.
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The assessment of other encumbrances on propartteshe rights to public utilities (electric
cables, water and gas pipelines) and access righlss to place geodesic signs etc. started in
the earlier years in line with relevant legislati@able and pipeline rights for the land beneath
previously laid cables and pipelines is currentlyprogress.

There are several properties owned or managed by M@ in respect of which a charge has
been registered on the grounds of long-term enmenal damage. In the case of properties
where such charge has been registered, the encuecebnall only be removed once remediation
work have been successfully completed.

11.1.8.5 Expected amount of environmental protection and restoration
obligations not recognised under liabilities

The Company has no protection and restoration atitigs not recognised under liabilities.

11.1.8.6 Payment schedule of off-balance sheet interest and incidental costs
Figures in MHUF

L L L

Description of source 2017 2018 2019 ZO:ﬂOe?nd Total
Investment loans
EUROFIMA 11* -2 8 0 0 6
CA-CIB Consortium (30 Fliri 137 107 57 10 311
Raiffeisen Bank Zrt. (+30 Flirt motor coaches) 192 172 123 99 586
Investment loans, total: 327 287 18C 109 908
Operational loans
MFB Zrt. HUF 7.0 bn 42 0 0 0] 47
Operational loans, total: 42 0 0 0 42
Entrepreneurial loans
Central traffic coordination system in Szeged - R 14 9 1 [0 24
Entrepreneurial loans, total: 14 9 1 0 24
Grand total: 383 296 181 109 96D

*expected interest in 2017 is negative

Table 40: Payment schedule of off-balance shesessitand incidental costs

11.1.8.7 Operating lease contracts in effect at the balance sheet date where
the Company is the lessee
Figures in MHUF

. . ’ Contract amount Amoupt not recognised
Contracting partner Subject matter Agreement dated at | Contract expiry until the B/S date
(HUF/month) -
(million HUF)
Raiffeisen Real Property Fund Budapest, Kényves4<66 2009.02.28 2019.05.06 8 617
Raiffeisen Real Property Fund Real property leasgraot 2016.04.01 2017.02.28 3 5
Porsche Lizing Vehicle rent MAV 2011.10.03 2017.10.31 111 1110
number of mutual infrastructure
Magyar Telekom Nyrt service framework contract: 671 2004.09.30 Indefinite 22 nfa
743999/2004.
MKB Eurolizing Vehicle rent MAV 2012.02.06 2017.01.31 8 8
FORSE KFt. Availability of worker 2012.04.07 2018.04.07 10 147
accommodatio
Invitel Zrt. e O o aace | 2005.06.26 Indefinite 4 nfa
LeasePlan Vehicle rent MAV 2004.12.27 indefinite 2 n/a
Mercarius Vehicle rent MAV 2015.12.01 2019.12.01 2 58
MAV Szolgéltaté Kézpont Vehicle rent MAV 2015.10.01 difinite 2 n/e
Jézsef Kovéacs sole trader Vehicle rent MAV 2010.08.01 indefinite 3 n/é
Merkantil Vehicle rent MAV 2014.09.15 indefinite 3 /a
Other contracts 26 _March 1969 Defir_1it_e/ 9 121
multiple contracts Indefinite
Total 267 2 066

Table 41: Operating lease contracts in effecteabtlance sheet date
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1.2 Notes to the profit and loss account

The Company compiles a profit and loss accountguia total cost method in accordance with

Annex 2 of the Accounting Act.

The Company does not add extra line items to tbét@nd loss account template specified by
law, and does not omit or merge any items therein.

In its notes to the annual financial statements Gloenpany also discloses a profit and loss
account prepared with the turnover cost methoccaoance with Annex 3 of the Accounting

Act.

I.2.1 Net sales revenues

1.2.1.1 Net sales revenues per activity

Figures in MHUF
2015 2016
Activity Amount Distribution Amount Distribution | Change
(%) (%)
Railtrack operations 140,012 91.50 138,464 91.56 -1,548
Of which: Transport service lines and transport ,848 28.65 44,540 29.46 602
Traction energy and fuel supply 33,674 2.02 29,818 19.72 -3,856
Station use 34,972 22.8b 35,823 23.69 851
Upper cables 4,084 2.67 4,162 2.75 T8
Cargo car towing, arrangement 6,639 4.34 6,110 4.04 -529
Property lease and management 10,123 2 6.6 9,334 6.17 -789
Railway safety operations 0 0.00 2,109 1.39 2,109
Other rail operations services 6,672 4.3 6,568 4.34 -104
Passenger transport 100 0.07 1038 0.07 3
Other activities 12,913 8.43 12,664 8.37 -249
Of which: Materials sold, inventory management 9/16 0.76 14% 0.10 -1,024
Rail vehicle lease 8,489 5.55 9,197 6.08 708
Property lease and management 1,905 1.24 1,999 1.32 D4
Other services (central services, etc.) 1,350 0.8 1,323 0.87 -27
Total: 153,024 100.00 151,231 100/00 -1,794

Table 42: Net sales revenues by main activity

Net revenue from sales fell by HUF 1,794 M ovenalthe reporting year, primarily due to the

revenues from track operation (HUF -1,548 M). Téxenues deriving from the sale of electrical
energy and fuel for traction decreased substaytisihce the volume and per-unit charges for
these items also decreased in comparison withdke year.

MAV Zrt. had a valid network access agreement wifh entities with access rights on 31
December 2016. With respect to the distributioractounted network access performance by
each entity with access rights, we found that mbghe revenues (90.07%) from network access
charges are from MAV-START Zrt. (which nearly comigly covers the passenger rail transport
segment) and from Rail Cargo Hungaria Zrt., whictiers most of the rail cargo segment.

In 2016, railtrack operation revenues were recaghifom two railway companies: MAV-
START Zrt. (HUF 102 038 million) and Rail Cargo Hyary Zrt. (HUF 16 795 million).

The revenues from track operation excluding tracfiel rose by HUF 2,308 M. Most of the
change in the reporting year (HUF +2,109 M) camatbebuted to the transfer of railway security
activities to MAV Zrt. due to the absorption of MAMétesitményiizemeli@tés Vastir Kft.
The merger resulted in a new activity, namely tataided surveying of the residential properties
being purchased by the state asset managementratbtopoNemzeti Eszkdzkezelrt. for the
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State of Hungary, their periodical and regular me-snspection, and the performance of
conservation and renovation works, all of whicheyated sales revenue of HUF 992 million.

The drop in sales revenue from other activity weesdpminantly attributable to the transfer of
inventory management, which affects a substant@qrtion of general materials, to MAV SZK
Zrt. In 2016, as a consequence of the review, piiyngeneral materials on inventory were sold
(HUF 47 million) to the above mentioned companyingkover the supply task, in connection
with the change relating to the procurement andagament of such materials. In addition to the
above, HUF 73 million resulted from the sale of teas

The above decrease was offset by the HUF 708 miliiwrease in sales revenue from the
multiple unit railcars leased to MAV-START Zrt.

11.2.1.2 Export and import sales revenues
Figures in MHUF

2015 2016
Country Export of | Export of |  Total Import of | Imported | Import, | Export of | Export of | Total Import of | Imported | Import,
goods | services| export goods | services| total goods | services | export goods | services| total
Germany 12 12 452 o 452 0] 13 13 504 Q 504
Austria 1§ 456 474 168 1d 178 0 11 11 170 11 181
Italy 0 0 0 0 7 7 0 0 0 0 9 9
Slovakia 34! 8611 1,206 (0] 5 5 0 1,454 1,454 9 1 10
Czech Republic 0 0 0 1,170 44 1,214 0] 0| 0 1,138 Q 1,138
Slovenia 0] 0 0 1 1 0 0 0 0 1 1
Poland 0] 0 49 0 49 0 1 1 62 0 62
France 5 5 0 68 68 0 2 2 0 49 49
Belgium o ¢ 0 [0) 20 20 0] 0| 0 0 0| 0
Denmark 0] 0 [0) 0 0 0] 0| 0 0 3 3
Netherlands 0 0 0 [0) 11 11 0] 0| 0 2 11 13
Portugal 0] 0 0 1 1 0 0 0 0 0 0
Romania 0 0 0 0 0 0 0 0 21 0 21
Croatia q 0 0 0 0 0 0 0 77 0 77
:::;'S'?:U member 363 1334 1607 1839 167 2,006 0 1481 1481 1983 85 2,068
Serbia 0] 0 78 0 78 [8) 0| 0 149 Q 149
Ukraine ¢ ¢ 0 [8) 13 13 [¢) 0| 0 0 9 9
Switzerland 54 54 [8) 0 0 [8) 44 44 0 0| 0
Russia 0 0 0 3 3 0 0 0 0 0 0
;(:: ;:rns- E;tJes: 0 54 54 78 1 94 0 a 44 149 9 158
Grand total: 363 1,388 1,751 1,917 183 2,100 0 1,525 1,625 132 94 2,226

Table 43: Export and import

11.2.2 Analysis of costs by type

The Company’s costs, and the cost of goods solilffemvalue of sold (intermediated) services,

developed as follows in 2016:
Figures in MHUF

2015 2016
Description Distribution Distribution
Amount (%) Amount (%)
Material expenses in total: 106 434 45,78 99479 41,20
Payments to personnel 73 925 31,80 85/890 35,57
Depreciation expense in total: 52 110 22,42 56/080 23,2
Total: 232 469 100,00 241 449 100,00

Table 44: Expenses
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1.2.2.1 Material expenses
Figures in MHUF

Percentage o Percentage of]
Description Previous year! the previous Reporting | the re’porti n9 Change
year’s total year year's total
costs costs
Material costs
Electricity 3690 1,5 3417 1,42 -273
Gas 2306 0,9 2016 ,83 -290
Water and sewage 378 0,16 374 0,1 -4
Fuel 1108 0,4 1275 0,53 167
Rail track materials 9 398 4,04 9098 3,17 -300|
Clothes 363 0,16 1123 0,47 760
Other materials 1449 0,62 2391 0,98 942
Material costs, total: 18 692 8,04 19 694 8,15 1002
Value of services use
Track maintenance 11 351 4,8 11 435 4,74 84
Traction, shunting 3391 1,4 35683 1,48 172
Track metering, cleaning, welding 2 406 1,0 2 826 1,17 420
Leased wagons and cars 1176 0,5 1593 0,66 417
Other railway services (wagon maintenance, cleaeimgrgency service, ticket control, 1126 0,4 1183 0,49 57
Building operations and maintenance 10 415 4,4 6 367 2,64 -4 048
Public utilities (sewage, district heating) 722 0,31 792 0,33 70!
Property rental 1169 0,5 1243 0,51 74
Property utilisation services 362 0,16 0,00 -362
IT services 2184 0,94 2926 1,21 742
Security services 2 844 1,22 1725 0,71 -1119
Acquisition and stock management services 3968 1,7 3342 1,38 -626)
Postal and telephone charges 315 0,14 323 0,13 8
Specialist tender charges 49 0,02 182 0,08 133
Legal services 100 0,04 140 0,06 40
Damage mitigation and restoration 850 0,37 725 0,30 -125
Other services used 6 890 2,9 7 906 3,27 10016
Total value of services used 49 318 21,21 46 2711 19,16 -3 047
Value of other services used
Administrative fees, duties 907| 0,39 895 0,37 -12]
Banking charges 217 0,09 220 0,09 3
Insurance fees 189 0,09 195 0,08 6
Total value of other services used: 1313 0,57 1310 0,54 3
Cost of goods sold 35 523 15,2§ 30 500 12,64 -5 023
Value of sold (intermediated) services 1588 0,68 1704 0,71 116
Material expenses in total: 106 434 45,78 99 479 41,20 -6 955

Table 45: Material expenses

The value of material expenses decreased by 6.83&bmparison to the previous year. The
most significant material expenses in the reportyggr continued to be re-sold traction
electricity (19.83%) and traction diesel fuel (1®4d), railtrack maintenance, property
management and maintenance services used (11.480%)Y% as well as the proportion of
railtrack specialist materials (9.15%).

Material costs decreased slightly in 2016, andntiost significant item under this heading was
the cost of railtrack specialist materials.

The most important items among services used ir6 2@htinued to be the costs of track

maintenance, property management and maintenan@etioh, shunting and the services

procured from MAV SZK Zrt (procurement and logistitiR, IT and accounting services). The

main factors contributing to the 6.18% decreasthénreporting year, relative to the base year,
were the drop of 38.87% in property managementnaaicitenance costs and 39.35% in security
costs, which was due to the absorption of MAV Liétaényiizemeltétés Vasitr Kit.

Other services remained on a par with the base yéarmost significant items in 2016 were the
HUF 621 million fee payable to VPE Kft. in accordan with Government Decree

268/2009.(XII.1.) on the legal relationship betwdhe organisation responsible for allocating
railway capacity and the non-independent railtraekwork, and the HUF 207 million bank

commission and other costs paid to credit instngi
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The cost of goods sold decreased relative to tee pariod for the following reasons:
» The cost of traction fuel sold to railway compardesreased by HUF 1,596 million.
e The impact of the reduction in the per-unit chaiaetraction electricity was HUF 2,399
million.

« With respect to the general materials sold, therextf the decrease relative to the base
period was HUF 949 million, as the procurement iaventory management of these was
outsourced to MAV SZK Zrt.

1.2.2.2 Payments to personnel
Figures in MHUF

Percentage of Percentage of
ftem 2015 2015 totalgcosts 2016 2016 totalgcosts Change
Wages and salaries 50,651 21.79 58709 24.31 3,058
Other payments to personnel 7,797 3.35 9,210 3.82 1,413
Contributions on wages and salaries 15|477 6.66 17,971 7.44 2,494
Total payments to personnel: 73,925 31.80 85,890 3557 1,965

Table 46: Payments to personnel

Personnel expenses increased by HUF 11,965 M inpaoson to the base year, as a
consequence of the merger carried out on 31 Deaedid® and the wage measures detailed in
the following.

The wage agreement for 2016 was made on 23 Feb2@d§y. The agreement consisted of the
following measures:

* Retroactively with effect from 1 January 2016 a%8.basic wage increase took place
in respect of employees who are entitled to it urithe agreement (those in job
categories 6-17 earning HUF 350 thousand or leessy

* the extent of the employer’s supplementary volyngnsion fund contribution, from
1 January 2016 is a total of 2.5% of the employéasic wage (an increase of 0.5
percentage points).

In June, in the interest of motivating and retagnthe workforce, a one-off incentive payment
was made to non-management employees who had b#eout of the wage increase in the
reporting year.

In December, on the basis of a voluntary commitnenthe part of the employer, a one-off
payment of HUF 45 thousand gross was made to em@synot subject to the bonus system,
who were included in the statistical headcount betw29 February 2016 and 1 December 2016.

Management of the payment of benefits due to ensgloyn standby jobs, retroactively going
back 3 years in connection with Section 101 (ZhefLabour Code, took place in two phases. In
the meantime the government repealed the abovesect
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1.2.2.3 Depreciation expense

Figures in MHUF

Percentage Percentage
Description 2015 of 2015 2016 |of2016 totall Change
total costs costs
Depreciation of managed state-owned assets 43 702 80|18, 47 46( 19,66 3758
Depreciation of MAV Zrt.'s assets 8 408 362 8 620 3,57 212
Depreciation expense total 52110 22,42 56 080 23,23 739

Table 47: Depreciation expense

A detailed presentation of depreciation is givertha section entitled 11.1.1.6. Impact of the

settlement of depreciation in the reporting year

I1.2.3 Other gains and expenses
11.2.3.1 Other gains

Figures in MHUF

Description 2015 Dlsr:ré(s;“o 2016 DIS;I’E(E}:;UO Change
Gain from tangible and intangible assets sold 1301 1,05 2621 2,26 1320
Reversal of extraordinary depreciation on tangibd@d intangible assets 6 0,00 7 0,01 1
Reversal of impairment 0 0,00 0 0,0Q a
Gain from receivables sold 1 0,00 1 0,00 Q
Reversal of impairment on receivables 0 0,00 44 0,04 44
Amounts received in respect of receivables setdledending loss p. 0,00 i} 0,00 1
Amounts received from discounted receivables 216 0,17 80 0,07 -136
Damages received 298 0,24 223 0,19 -75
Default interest received -32 -0,03 104 0,09 136
Penalties received 332 0,27 269 0,23 -63
Release of provisions generated 4 950 4,00 7 195 6,201 2 245
Of which:  Release of provisions generatedefected liabilities 3845 3,11 4 840 4(18 995
Release of provisions generatedifture commitments 598 0,48 1097 0,95 499
Release of provisions generated for unreaksétbsses 507 0,41 1258 1,09 751
Release of other provisions 0 0,00 q 0,0 D
Ere;\;;rsed deferred income due to costs and expemhsing the operating 1032 0.83 100 0.86 a3
Of which: Reve_rsa] of deferred revenue from oarrent assets identified as 102 0,08 34 0,03 68
surplus and received free of che
reversed deferred subsidy 289 0,23 359 0,31 70
Reversal of debt forgiven and accrued by theegowent 628 0,51 594 0,51 -4
Subsidies and awards received as compensation éstxand expenses 43 720 35/35 44 073 38,03 353
Of which: for public services (rail track opemmais) 41 896 33,87 42519 36,68 623
Subsidies received to cover cost nditures related to projects
implemented from domestic fur e i 1 0,01 5 0.0L T
public works 1548 1,2" 1370 1,18 -178
!Differenc.e (gain) betwge.n the value of assets cinited to equity as stated 0 0.00 0 0.00 a
in the articles of association, and the book valaksuch assets* ' '
Gain from assets received free of charge and frampus assets* 12 0,01 21 0,02 9
Miscellaneous other income* 71 849 58,09 60 266 52,01 -11 583
Of which: Waiver of compensation liability* 47 770 38,62 60 052 51,81 12 282
Forgiven and lapsed liabilities* 0 0,00 9 0,01 ‘]
Assumed liabilities* 23714 19,17 D 0,00 -23714
Total: 123 687 100,00 115 905 100,00 -7 646

* From the 2016 business year, in accordance withaage in the accounting act, the extraordinanfitfioss category was terminated. In the notethtbannual financial statements of 2015,
the amount of revenue settled due to assets i@hsif surplus and received free of charge (HURYI®as stated among extraordinary revenue, anaihaint of waiver of compensation
liability (HUF 47,770 M), forgiven and lapsed liditiés (HUF 0.4 M) and assumed liabilities (HUF 2B} M) was stated as other extraordinary revenhe.réversal of impairment on long-term
loans given (HUF 90 M) was stated among other reeerin the 2015 notes to the financial statements.

Table 48: Other gains
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The change in other gains in 2016 was caused biplloeving material items:

Under the heading of sale of intangible assetstandible assets, HUF 1,320 M more
gain was recognised in comparison to the base ghefibe bulk of the gain recognised
under this heading (HUF 2,538 M) derives from tlaée 90 TS Hungaria Kft. of the

properties in Miskolc with title numbers 5079/714@1/2. and 5089/10.

The growth in the release of provisions set aswmleekpected liabilities is primarily
attributable to the reduction in provisions relateditigious cases (HUF + 1,078 M), as
an agreement was made regarding the unpaid wagemmbyees in standby jobs, and
the related payment was also made during the iagoyear. This increase was partly
offset by a decrease in the utilisation of prowvisiggenerated for the purpose of covering
environmental protection obligations.

In 2016 the release of provisions set aside farruexpenses increased by HUF 499 M
as a consequence of the impact of the following teims combined. This year a review
was held of the provisions set aside in previouwmyéor the maintenance of buildings.
Based on the review, provisions totalling HUF 1,q8JF + 937 M) in value were
released due to the performance of works or theordedssioning of buildings.
Furthermore, only HUF 65 M (HUF -438 M) was utilisom the provisions set aside to
cover the demolitions costs.

The release in the reporting year of provisionsasgde for unrealised currency losses
exceeded the 2015 figure by HUF 751 M.

The data relating to the setting aside and relefpeovisions is presented in the section
entitled 11.1.5.5. Development of provisions in tle@orting year.

HUF 623 M more in other gain was recognised undber title of operating costs
reimbursements in 2016 than in the base year.

In 2016, with a view to extending the public emptmnt programme, an agreement was
signed with the relevant authority with respecthe period from 7 March 2016 to 28
February 2017, regarding support for the employneéri,270 and 1,595 persons in the
context of a national public employment programi@éthe above public employment
subsidies and the public employment subsidiesinglab the period from 9 March 2015
to 26 February 2016, a total of HUF 1,370 M walisgiil and stated under other gains in
the reporting year.

In 2016, due to the discontinuation of the extrawd/ gains category, the gains
recognised under the titles of the waiver of thengensation liability (VPK), forgiven
and lapsed liabilities and the assumption of linbg8 were stated among the various
‘other’ gains. The most significant change in tleparting year was caused by the
waiving of the compensation liability (HUF +12.282) and the change in liabilities
taken over by the government (HUF -23,714 M).
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1.2.3.2 Other expenses
Changes between the two periods are shown in tie balow:

Figures in MHUF

Distributio Distributio

Description 2015 n (%) 2016 n (%) Change
Cost of sold tangibles, projects and intangibles 399 2,14 893 3,78 494
Cost of scrapped or missing tangibles, projects améngibles -154| -0,82 225 0,95 379
Extraordinary depreciation of tangible and intangib assets 432 23,14 12 450 52|74 8138
Impairment and scrapping of inventories 70 0,37 180 0,7 110
Inventory shortage 23 0,12 12 0,05 -11
Impairment of receivables 502 2,69 254 1,08 -248
Bad debts written off 11 0,06 32 0,14 21
Book value of receivables sold 0 0,00 0 0,00 Q
Losses from damages 651 3,48 594 2,51 -5
Late-payment penalty paid 56 0,30 278 1,1 22P
Damages 130 0,70 24 0,1 -106
Self-revision fee 16 0,09 7 0,03 -9
Taxes and similar items 2201 11,78 1984 8,40 -217
Of which: Public utility tax 858| 4,59 835 3,58 -23
Property tax 881 4,72 73 3,09 -151
Land tax 38 0,20 11 0,05 -27
Innovation contribution 358 1,97 31 1,31 -48
Fines and penalties 25 0,13 -6 -0,03 -31
Provisions 9 529 51,01 6054 25,62 3475
Of which: Provision for contingent liabilities 5 854 31,34 2514 10,64 -3 340
Provisions for future costs 3675 19,67 3540 14,98 -1385
Provisions for unrealised FX losse 0 0,00 [0 0,0 D
Other provisions 0 0,00 [0 0,0 D
Value of assets and services provided without congagion* 225 1,20 169 0,72 -56
Various other expenses* 675 3,61 467 1,98 -208
Of which: Non-refundable housing grant to eoyples* 2 0,01 3 0,01 L
Forgiven receivables* 2 0,01 1 0,0 -1
Assumed liabilities* 0 0,00 221 0,94 221
Permanently transferred liquidedss 0 0,00 1 0,0 L
Total: 18 681 100,00 23647 100,00 4 946

* Fromthe 2016 business year, in accordance withamge in the accounting act, the extraordinanfitfioss category was terminated. In the notethtbannual financial statements of 2015, the
value of assets and services provided without coisption (HUF 225 M) was stated among extraordieapenses, and the amount of non-refundable hogsargs to employees (HUF 2 M)
and of forgiven liabilities (HUF 2 M) was stated ather extraordinary expense. The impairment og{term loans given was stated among other expeinghs 2015 notes to the financial
statements.

Table 49: Other expenses
Material items of the two periods:

 The growth in other expenses recognised due tos#he of tangible assets, capital
investments and intangible assets (HUF +494 millisrattributable primarily to the sale
and purchase transaction executed with TS Hunédiia

* In connection with the sale and purchase of capitastments concluded with NIF Zrt.
in 2016, extraordinary depreciation of HUF 9,619lion was recognised in respect of
the period between the commissioning and the aett@dptance of the assets, which is
HUF 7,303 more than in the previous year. The medsothe change was that while in
2015 railway infrastructure with a gross value ofJiH 83,126 M came under the
management of MAV Zrt., in 2016 this figure was HW80,777, while the number of
days elapsed between the actual commissioningrenfinancial and legal acceptance of
the assets increased.

» Other expenses due to damages came in at apprekyntiae same level as in 2015. The
settlement method applied in 2016 is the sameaftthe previous year, as the damage
restoration activity performed by the outside cacitor continued to be recognised
among services used instead of other expensesg veailivity performed in-house
remained among the material costs and personnehsgp.

* The amount of other expenses related to provisgpmias HUF 3,475 M lower than in
the base year, primarily due to the reduction imvi@ons set aside to cover
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environmental protection obligations (HUF -2,658jiditional data relating to the setting
aside and release of provisions is presented irse¢hgon entitled 11.1.5.5. Development
of provisions in the reporting year.

« In 2016, due to the discontinuation of the extrawmd/ expenses category, non-
refundable housing grants to employees, assumeéditiiaand cash transferred were
stated under the various other expenses. The ngsficant items among the various
other expenses were the liabilities taken over fagher businesses (HUF 221 million),
and the assistance grants paid to the Nationau@ulilAssociation for Railway Workers
(HUF 47 million) and the Railway History Foundati(iiUF 45 M).

I1.2.4 Financial profit/loss

11.2.4.1 Income from financial transactions
Changes between the two periods are shown in lthe tbelow:
Figures in MHUF

- Distribution Distribution
Description 2015 %) 2016 %) Change

Dividend received (due) 2 282 64,81 707 50,11 -1575
Income and price gains from shareholings 0 0,00 0 0,0Q ¢
Income from and gains on financial investments (frosecurities and loans) D 0,00 0 0,00 0
Other interest received (due) and similar income 516 14,65 323 22,89 -193
Of which: Interest on cash-pool account 98 2,78 81 5,74 -1

Interest from other credit institutson 389 11,05 225 15,95 -164
Other financial income 723 20,54 381 27,00 -342
Qf whl_ch: Exchange rate gain realised in relatmneceivables and liabilities denominated 184 5,23 111 787 73
in foreign currency

Exchange rate gain on forward transast 9 0,26 1 0,07 -

FX gain on the year-end revaluationexfeivables and liabilities 515 1463 233 16,51 282
Total: 3521 100,0 1411 100,00 -2 110

Table 50: Income from financial transactions

The HUF 707 million stated under dividend receivedhe reporting year relates to the year
2015.

11.2.4.2 Expenses of financial transactions

Changes between the two periods are shown in lthe helow:
Figures in MHUF

Description 2015 Disr:ré%tio 2016 Dis:é&:;ﬁo Change

Interest payable and similar expenses 1279 46,14 51 -22,39 -764
Of which: interest paid to credit institutions 1029 37,1 46p -20,39 -560
Impairment on shareholdings, securities, bank defissind long-term loans given? -73p2 -26,41 -5 502 23®|2 -4 770
Other financial expenditures 2225 80,27 2687 -116,83 462
Of which: Exchange rate loss realised in relatmreceivables and liabilities
denominated in foreign currency 2223 80,1 2 686 -116,78 463

Exchange rate loss on forward transast 2 0,07 1 -0,04 -1

Price loss resulting from the year-eshluation of receivables, liabilities 0 0,00 0 0,00 0
Total: 2772 100,0 -2 300 100,00 -5 072

* The impairment and the reversal of impairmentarrg-term loans given (HUF 90 M) were stated resigely among other expenses and other revenud®i2@15 notes to the financial statements.

Table 51: Expenses of financial transactions
Most important changes in the expenses of finan@akactions:

In comparison to 2015, the amount of payable istea@d interest-type expenses decreased in
line with the drop in the volume of loan princigald, accordingly, the bases for calculation of
the interest:
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« The amount of interest paid in connection with depment loans decreased by HUF 210
million, while the amount of interest payable onnaovestment loans and to credit
institutions on short-term loans decreased by HBF r@illion compared to 2016.

* Unlike in the base period, no interest was paidbonds in the reporting year. The
amount of interest paid on loans received from mobusinesses also decreased by HUF
54 million.
In contrast to the above, due to the unfavouraleleds in exchange rates in previous years, the
exchange rate loss recognised on the investmems ioareased by HUF 450 M.

In the reporting year HUF 5,482 million in impairmen the shareholding in MAV-START Zrt.
was reversed, as the Company expects a persisfmdifve after-tax profit. No recognition of
impairment took place in 2016.

I1.2.5 Related party balances (revenues and expenditures)
Figures in MHUF

Item Fully consolidated Notfully cc.)n.sohdated Total
subsidiary
Revenues
Net sales revenue 117 00C 234 117 234
Other revenues 142 6 14§
Revenues from financial transactions 47 15 62
Revenues in total: 117 188 255 117 444
Expenditures

Material type expenses 50 285 122 50 407
Of which: Material costs 2334 C 2334

Value of services used 24 417 24 425

Value of other services used 0 0 0

Cost of goods sold 22 118 114 22 232

Value of sold (intermediated) service 1416 C 1416
Other expenditures 200 2 202
Financial expenses -5 467 C -5 467
Expenses in total: 45018 124 45 142

Table 52: Related party revenues and expenses
A MAV Zrt. recognises the following in respect ¢ related parties:
« 4373% of its revenues (of which: MAV-START Zrt. 246%,

MAV Szolgaltaté Kézpont Zrt.: 0.98%, MAV FKG Kft0.33%),

* 37.37% of specified expenses (of which: MAV-STARIE.Z18.25%, MAV Szolgaltat6
Kdzpont Zrt.: 10.39%, MAV FKG Kit.: 7.09%).
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I1.2.6 ltems modifying the tax base used for calculating corporate tax
Figures in MHUF

The basis of the corporate tax calculation is theetpx profit or loss as adjusted for tax base

S . . Change in
Description Increasing | Decreasing tax base

Pre-tax profit/loss 12 035
Adjustment due to provisio 6 O5¢ 5 93¢ 117
Adjustment due to depreciati 69 51: 66 28¢ 3 22¢
Dividend receive 707 -707
Tax deficit, fines and penalti 12 12
Impairment of receivables / rever: 352 124 228
Forgiven dek 0
Interest difference with related pari 0
Lapsed receivable that cannot be enforced in 28 28
Subsidy, contribution given/received without the
obligation of repayment, handover/receipt of
amounts granted free of charge, handover/receipt of
assets granted free of che 384 384
Expenses/revenues identified by tax audit or self-
revisior 6 39¢ 5 844 55E
Trainees and interns emplo» 48 -48
Further employment of trainees, interns and the
unemploye 19 -19
Research and developm 0
Price other than the arm's-length price used beatwee
affiliated companie 11 7 4
Donatior 28 -28
Liability assumed or forgiven by the Hungarian & 60 052 -60 052
Renovation of historical monument 1148 -1148
Total: 82 754 140 204 -57 450
Tax base -45 415

Table 53: Items modifying the corporate tax base

increasing and reducing items.

At MAV Zrt., the following significant items affeetl the pre-tax profit:

Company in the 2016 tax year.

The Company’s management is not aware of any cistamses which might result in a

significant liability for the Company during a s@lggient tax audit.

MAV Zrt. does not have any corporate tax liabikity a combined result of its pre-tax profit/loss

and the items adjusting it.

the depreciation calculated based on the Corporfate Act significantly exceeds the
ordinary depreciation recognised based on the Adoaoy Act;

In accordance with Section 69/A (5) of Act CVI i@ on State Assets, the corporate tax
base was reduced by the HUF 60,052 M compensadbitity waived by the state (Section
29/A (3) of the Corporate Tax Act).

The tax authority (NAV) performed a comprehensie dudit at the Company for each financial
year up to 2012, with the exception of 2010. No porhensive tax audit was conducted at the
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11.2.7 Profit and loss account prepared using the turnover cost method

Based on the Company’s accounting policy, profd &ss accounts were prepared using both
the total cost and the turnover cost methods. Toragany’s after-tax profit/loss is presented in
the following table:

Figures in MHUF

Line [Description 2015 2016 Difference

01. [ Net domestic sales revenues 151274 149 706 -1 568
02 [ Net export sales revenues 1751 1/525 226
l. Net sales revenues, total 153 025 151 231 -1/794
03 [Direct cost of sales 151 801 162 738 10[937
04 | Cost of goods sold 35523 30 500 -5 023
05. | Value of sold (intermediated) services 1588 1704 116

Il. |Direct costs of sales 188912 194 942 6 030
ll. |Gross profit on sales -35 887 -43 711 -7 824
06 | Selling and distribution expenses 1 2 1
07 | Administrative expenses 15 318 19 625 4307
08 | Other general expenses 20 849 20/616 +233
IV. |Indirect costs of sales 36 168 40 243 4075
V. |Otherrevenues 123 687 115 905 -7 782
VI. |Other expenditures 18 681 23 6R7 4 946
A. |Trading profit/(loss) 32 951 8 324 -24 627
VII. |Revenues from financial transactions 3521 1411 -2110
VIIl. |[Expenses of financial transactions 2772 -2 300 -5 072

B. [Financial profit/(loss) 749 3711 2 96p

C. |Pre-tax profit/loss 33700 12 035 -21 665
IX. |Tax liability 0 0 0

D. [After-tax profit/loss 33 700 12 035 -21 665

Table 54: Breakdown of after-tax profit/loss udihg turnover cost method
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1.3 Cash flow statement

Figures in MHUF

Nr. Item 2015 2016
I Change in cash from ordinary business activity f@rating cash-flow, 1-17) 92 902 20 096
1. Pre-tax profit/loss (1) 3370(0 12 035
Assumed liabilities -23 548 a
deferral of interest related to bond éssu 84 0
amounts received free of charge 0 -4
amounts granted free of charge, expensed 197 210
dividend received -2 282 -707
amount realised in excess of the bookevalfuoan given 0 0
deferred dividend 1428 C
profit/loss from changes in investments -642 0
surplus non-current assets -1 0
non-realised exchange rate differencdaquid assets 0 0
2. Previous years’ profit/loss 0 0
3. Revaluation of loans and investments -526 -308
4. Ordinary depreciation charge + 52 11(Q 56 080
4/a. Depreciation charge on previous year 0 0
5. Recognised impairment, scrapping, shortageevetsal + 4645 7 56
6. Changes in provisions + 4579 -1141
7. Non-current asset disposals + -902 -1727
8. Change in liabilities related to managed stateesassets -2 673 -58 921
9. Movements in creditors + -2432 211
10. Movements in other short-term liabilities + 6 364 -40¢
11. Movements in accruals + 4894 129
11/a. | Released deferred income related to ass&traetit 72 92
11/b. | Accrued income associated with fixed assetsived without compensation 0 0
12. Movements in debtors + 779 -92
13. Current asset movements (less debtors and kigsiets) + -5 141 -311
14. Movements in prepayments and accrued income + 21939 4329
15. Corporate income tax payable - 0 0
16. Dividend and share payable - 0 0
17. | Liquid assets assumed through merger as ofdeakireet date 258 0
1. Change in liquid assets from investing activitg(Lines 18-21) -52 249 -34 641
18. Non-current asset additions - -54 404 -37 975
19. Non-current asset disposals + 1301 2621
20. | Capital withdrawn from existing investment (ddizy) 0 0
21. Dividend received + 854 707
Il Change in cash from financial transactions (Fiancing cash-flow, lines 22-32) -17 576 10743
22. Revenues from the issue of shares (capitaliadyli+ 0 1978
23. | Proceeds from issue of bonds and debt secutities 0 0
24. | Borrowings + 0 0
25. | Repayment, cancellation and redemption of l@mgitioans and bank deposits + 167 93
26. | Amounts received free of charge +* 0 34 79¢
27. | Redemption of shares, capital reduction - 0 0
28. | Bond redemption - 0 0
29. Loan repayment - -17 574 -25 872
30. | Long-term loans and bank deposits + 0 -39
31. | Amounts transferred free of charge - -197 -210
32. | Movements in payables to founders and in otteg-kerm liabilitiest 28 -5
V. Cash flow (I.+I1.+111.) 23077 -3 80¢
33. | Non-realised exchange rate difference on ligagkts 0 0
V. Change in cash and cash equivalents (IV.+33.) 23077 -3 80§

*1n 2015, reimbursement for renovation was statedoperating cash flow

Table 55: Cash flow statement
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1.4 Analysis of financial position, liquidity and profitability

Non-current assets ratio

Non-current assets
Total assets
Coverage of fixed assets
Equity

Own tangible assets

Equity + State funds
Tangible assets

Coverage of fixed assets

Equity
Own tangible assets

Equity + State funds
Non-current assets

Current assets to non-current assets

Current assets
Non-current assets

Value and composition of equity

Capitalisation

Equity
Total liabilities

Equity
Total liabilities - State liability

Debt
Equity

Total liabilities - State liability
Equity

Indebtedness ratio

Debt
Total liabilities

1,241,669

1,323,997

167,167

158,775

1,148,351

- 280,992

1,106,002

167,167
292,114

1,148,351
1,241,669

74,265
1,241,669

167,167
1,323,997

167,167
342,813

1,082,752
167,167

101,568
167,167

1,082,752
1,323,997

93.78%

105.29%

103.83%

57.23%

92.48%

5.98%

12.63%

48.76%

647.71%

60.76%

81.78%

(base:

(base:

(base:

(base:

(base:

(base:

(base:

(base:

(base:

(base:

(base:

92.35

96.61

102.59

55.42

90.83

7.15

13.51

45.59

597.58

76.71

80.73

%)

%)

%)

%)

%)

%)

%)

%)

%)

%)

%)
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Ratio of long-term liabilities

Equity increase ratio

Profitability indicators

Long-term liabilities _ 1 007 249
Long-term liabilities + Equity - 1174 416
Long-term liabilities - State liabilities - 27 931
Long-term liabilities - State liabilities + Equity 195 098
Equit _ 167 167
Registered capital 22 000
Non-current assets coverage
Equity _ 167 167
Non-current assets - 1241 669
EBITDA (Operating profit/loss + depreciation) = 8 324 +

EBITDA rate =

EBITDA

Net sales revenue

Operating profit/loss

Operational rate (ROS =

Net sales revenue

56 080

64 404

151231

8324

151 231

85,77%

14,32%

759,85%

13,46%

64 404

42,59%

5,50%

(base:

(base:

(base:

(base:

(base:

(base:

(base:

84,47 %)
19,20 %)
723,09 %)
14,63 %)
85061 )*

55,59 06)*
21,53 %)*

*The basis data of indicators — pursuant to Artittd, paragraph (45) of the Accounting Act — wetedmnined pursuant to the balance sheet and prafitoss account template set forth in Act C of
2000 on Accounting and in Act CI of 2015 on the admeent of certain acts concerning financial mai

Financial position
Working capital and liquidity

Net working capital

Current assets - Current liabilities

Liquidity ratio

Current assets

Short-term liabilities
Quick ratio

Current assets - Inventories

Short-term liabilities
Cash liquidity ratio

Liquid assets

Short-term liabilities

74 265 -

74 265

75 503

64 537

75 503

43 499

75 503

98,36%

85,48%

57,61%

-1238

(base:

(base:

(base:

(base:

7642 )
91,05 %)
79,89 %)
55,42 %)

1.5 Balance sheet and profit and loss account for items relating

to previous years

The effect of errors identified in 2016 for prevéoyears did not reach the thresholds specified in
the accounting policy. Therefore, errors identifieere not presented in a separate column but in

profit/loss for the year.
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Il Supplementary notes

lll.1 Environmental protection

l1.1.1 Environmental protection liabilities

Figures in MHUF

) Value of provisions
Legal title
2015 Released Made 2016
Owing to illegal waste 4,069 & 58 4,121
Obligations arising from soil and groundwater caomteation 3,424 664 307 3,067
Protection for the technical facilities of gasoliqgoading and
unloading systen ° " ° 1,480 ¢ ( 1,480
Disposal of railway sleepers 886 13 159 1,032
Testir?g for Igakage of operational hazardous wasdelubricant 400 0 0 200
containers, improvement of sealant sys
Survey, cleaning and coating of dead technologibahnel networks 175 0 0 175
Survey of dead channel networks, preparation bfyuthaps 52 4 ) 48
Total liabilities: 10,486 687 524 10,323

Table 56: Provisions relating to environmental @rtbn

No non-distributable reserve was stated for enwirental liabilities in 2016.

With respect to soil and groundwater contaminatiduing the year considerable provisions
were released in connection with the restoratiomkwat Istvantelek, since the value of the

provisions originally set aside was higher thandheently expected amount of the expenses.
Figures in MHUF

Description Previous | Reporting
year year
Environmental protection service fee 304 510
Administrative service fees 14 9
Waste management 95 137
Additional costs of treasury sales 1 0,4
Total 414 656

Table 57: Environmental costs
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ll1.1.2 Tangible assets used directly for environment protection

The tangible assets used directly for environmeotegtion were reviewed in the course of the
reporting year. The reporting-year and opening datan in the table are presented accordingly.

Figures in MHUF

. Other
Technical . .
Real property and . equipment, Capital
- . . equipment, - :
Description related intangible machiner fittings, projects, Total
property rights . Y fixtures, renovations
vehicles .
vehicles
1. |Gross value, opening balance 8 765 407 0 0 9162
2 |Increase in the reporting yt
3 |Decrease in the reporting year
4 |Reclassification
5 Gross, closing 8 755 407 0 0 9162
6 [Amortisation, opening 1742 296 0 0 2 038
7 |[Ordinary amortisation in the repo 34E 45 39C
8 [Extraordinary depreciation in the reporting \
9 |Extraordinary depreciation reversed
10 |Depreciation derecognis
11 |Other increas
12 |Other decrease
13 |Reclassification
14. | Amortisation, closing 208y 341 0 0 2428
15 | Opening, net 7013 111 0 0 7124
16 | Closing, net 6 668 66 0 0 6734

Table 58: Tangible assets used directly for enviremt protection
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l1.1.3 Value and quantity of hazardous waste

data in kg
Waste Controlling report MAV 2016
identificatio Description Opening Amount gained Closing Total provided
n code inventory (kg) (kg) inventory (kg) (kg)
06040< Wastes containing merct 1 50 51 0
080111 Waste paint and varnish containing organic solvents 152 27¢ 25 175
other dangerous substan
080317°|Waste toner (hazardous pa 1107 2 26¢€ 1 85¢€ 1517
12010¢ Machining emulsions and solutions free of halo 0 5 0 5
120112°|Used wax and grea 0 20 0 20
130205°| Non-chloride lubricants for engines and mact 17¢C 11 01! 741 10 44(
130307 Minera! oi! basedz non-chloride insulation and heat 1080 4437 58 5 459
transmission lubricar
13050z| Sludge from oil/water separa 7 04t 13 01t 0 20 06(
130506°| Oil from oil/water separat: 113 0 11 102
130507°| Oily water from oil/water separal 0 24 00( 0 24 00(
130508’| Mixed waste from oil/water separa 0 7 56( 0 7 56(
130701°|Heating and diesel ¢ 0 31 0 31
150110 Packaging containing residues of or contaminated by 1860 7113 3158 5820
dangerous substanc
150111% Meta'llllc packaging containing a dangerous solicopsr 103 36¢ 218 250
matrix (e.g. asbesto
Absorbents, filter materials (including oil filter®t
150202* otherwise specified), wiping cloths, protectivetbiag 8909 12781 8105 13585
contaminated by hazardous substa
160107’(Qil filters 18 113 131 0
16021% Equipment no longer inu 71 48C 31E 23€
160303’|Inorganic wastes containing dangerous substi 46 28 38 36
16030¢| Organic wastes containing dangerous substi 283 414 447 25C
160506 Laboratory chemicals, consisting of or containing 35 0 35 0
dangerous substanc
16060!| Lead batterie 19 99: 50 18¢ 12 53( 57 65:
Glass, plastic and wood containing or contaminaiéu 4 L J
170204 175 24 1224 445 70 960 13287132
dangerous substanc
170410 Cables containing oil, coal tar and other dangerous 665 16 591 16 913 3d3
substance
170503’ Soil and stones containing dangerous substi 13 101z 37C 655
170901°| Construction and demolition wastes containing me 7 0 0 7
18010%| Infectious wast 0 11 11 0
200121% Fluorescent light bulbs and other mercury-containin 640 85 76 649
waste:
Batteries and accumulators included in 16 06 0106.62 L
200133 or 16 06 03 and unsorted batte 610 3 184 A44p 3353
Discarded electrical and electronic equipment othan
200135*those mentioned in 20 01 21 and 20 01 23 containing 3984 21879 9 756 16 107
hazardous components
Total 222 152 1401 372 126 476 1497 048

Table 59: Movements in the quantities of hazardwaste
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l1.2 Costs of research and development

Figures in MHUF

Description Previous | Reporting
year year

Research costs 40 54
Of which: basic research 0 0
applied resear(Invoiced cost of R&D by third parties) 40 46
applied resear@tvst incurred by own business) 0 8
Experimental development costs 8 0
Production development 0 0
Of which: capitalise 0 0
Product development 8 0
Of which: capitalised 0 0
Total: 48 54

Table 60: R&D costs

111.3 Subsidies received

Figures in MHUF

o Previous year Reporting year
Description - . - TR Change
Previous year | Distribution| Reporting year | Distribution
Reimbursement for renovation 25 226 26,94 31/811 42,44 585
Other investment (target) subsidy 28 392 30,32 2|726 64,3, -25 66¢€
Operational compensation 38 180 40,77 38(869 51,85 689
Pass_enger transport social-policy ticket 9 001 0 00 9
subsidy
Refunded excise tax 10 0,01 q 0,00 -10
Support for public employment 1548 1|65 1370 1,83 {178
Other subsidies 276 0,2¢ 183 0,24 -93
Total: 93 641 100,0¢ 74 959 100,00 -18682

Table 61: Subsidies recognised in the reporting yea

In its resolution number 1803/2016 (XI11.20.) on grevision of funds for special infrastructure

development investments the Government granted HLJBO0 million in support, under Section

101/A of Government Decree 368/2011 (XI1.31.) oplementation of the act on public finance,

for narrow-gauge railway development projects, Whsapport is stated under other short-term
liabilities (11.1.6.3.2).

Figures in MHUF

Passenger transportation price

subsidy per type of discount Previous year | Reporting yeaf

50% discount 10 0
90% discount 2 0
Total: 12 0

Table 62: Use of ticket price subsidies
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.4 Average number of staff employed, payroll costs and other
payments to personnel

Figures in MHUF

Year 2015 2016
Staff Other Other
Wages | payments to Total Distribution Wages payments to Total Distribution
personnel personnel

Blue collal 37,07¢ 5,69¢ 42,77 73.18% 42,36¢ 6,632 49,00( 72.14%
White collal 13,40( 2,06( 15,46( 26.45% 16,07 2,51t 18,58¢ 27.36%
Inactive 177 38 215 0.37% 270 63 333 0.49%
Total: 50,651 7,797 58,448 100.00% 58,709 9,210 67/919 100/00%

Table 63: The Company’s personnel expenses (ergudintributions)

Figures in MHUF

Legal title of wage-related contributions 2015 2016

galti wag foutt Amount Distribution Amount Distribution
Cos_t of special tralnlng contribution galculatedtlum 482 3.11% 525 2 93%
basis of personal basic wages and time-based '
Cos-t of special training contribution calculatedttas 230 1.49% 287 1.60%
basis of other wage-type payme
% health care contributi 1,01: 6.55% 1,26¢ 7.03%
Rehabilitation contributic 753 4.87% 847 4.71%
27% social contribution tax payable by the employer
and calculated on the basis of personal basic weagks 8,175 52.82% 8,911 49.59%
time-based wag
27% social contribution tax payable by the employer o . o
and calculated on the basis of other wage-type patgm 4,824 3117% 6,136 34.14%
Total: 15,477 100.00% 17,971 100.00%

Table 64: Wage-related contributions

Year 201¢% 201¢€
Description Avgrgge Distribution OfWhIC.h: n Avgrqge Distribution of wh|c.h: n
statistical (%) public statistical (%) public
headcount ° employment | headcount ° employment
- blue collar 12 587,€ 73,5 1316|9 13 740,8 72,5 11685
- white collar 4 549,6 26,5 38,6 5225,0 27,5 37,2
Total: 17 137,2 100,(¢ 13555 18 965,8 100,0 1205,7
Table 65: Employee headcount
Staff Average pay (HUF/person/month) Average pay for the category (HUF/person/month)
ta
Year 2015 2016 Year 2015 2016
- blue colls 205,29° 217,75: 149,68: 152,95¢
- white collar 347,423 349,129 291,090 296,560
Full-time 242,973 253,855 187,168 192,421

Table 66: Average and category-based wages ansaldth employees employed under the public
works programme
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Staff Average pay (HUF/person/month) Average pay for the category (HUF/person/month)
ta
Year 2015 2016 Year 2015 2016
- blue colla 221,07¢ 231,38 157,69¢ 159,77:
- white collar 349,554 350,959 292,697 297,981
Full-time 257,697 266,231 196,231 200,047

Table 67: Average and category-based wages anésaldthout employees employed under the
public works programme

of which: of which:
Description Year 2015 DIStEL%mon pﬁslzic\)/;]c?rlg 2016 DIStEI(;)l;tIOI’] pEEE?;:ng
programmes programmes
Full-time 19 435 99,7¢ 1380 19 018 99,80 1 148§
- blue colle 14 160 72,7( 1341 13729 72,04 1111
- white collar 5275 27,09 39 5289 27,76 37
Part-time 40 0,21 0 38 0,20 0
- blue collar 19 0,10 0 10 0,05 0
- white collar 21 0,11 0 28 0,15 0
Employees, total 19 475 100,0 1380 19 056 100,0 1 14¢

Table 68: Closing headcount at the Company ingperting year (humber of persons)
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lI.5 Information about payments to senior officers and
Supervisory Board members

l11.5.1 Remuneration paid to senior officers and Supervisory Board members
Figures in MHUF

Description Year 2015 2016 Change
Senior officers 41 89 48
Supervisory Boai 15 18 3
Total: 56 107 51

Table 69: Remuneration in the reporting year

l11.5.2 Advances and loans disbursed to senior officers and Supervisory Board
members, and guarantees assumed on their behalf

No loan was disbursed to or guarantees were assambédhalf of Board and Supervisory Board
members in 2016.

l11.5.3 Pension payment liability to former officers, and Supervisory Board
members of the Company

The Company has no pension liabilities to formealoand Supervisory Board members as at
the balance sheet date.
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lll.6 The Company’s investments

Figures in HUF
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3 . ] Accumulated )

8 i - f Registered caital Registered capital Regll;tzred Fantal impairment ng'gg arqount

—= MAV % MAV % Date of . . egistered capi R pening . pening

§ Name CHANGE | 1/01/2016)| (31/12/2016)|  foundation Postal code | Registered officq Address 31/12/2016 31/T§>/201s 01/01/2016 %igf;’gz% 01/01/2016

£ -1619- 1699, -16-
180|MAV-START Zrt. 0,00% 100,00%| 100,009 2007.01.11 1087 Huedd Kodnyves Kalman korat 54-60. 43 741 514 (00 43544000 121033553416 -7 094 445928 113939 18748
101|MAV FKG Kit. 0,00% 100,00% | 100,00 | 1993.12.3 5137[Jészkisé Jészladanyi ut 1 150476000 150476000 1535 268 42 0 1535 268 42
131|MAV KFV Kft. 0,00% 100,00% | 100,00 | 1996.09.0 1097|Budapes Péceli Ut Z 569 400 00 569 400 00 569 400 00 0 569 400 00
179|ZAHONY-PORT Zrt 0,00% 100,00% | 100,00 | 2006.08.3 462E|Zahony Eurépa tér 1. 10 000 00! 10 000 00 975617 00 -590 891 00 384 726 00
138|MAV Szolgaltat Kzpont Zrt. 0,00% 99,63% 99,63% 199601 1087 Budapest Kényves Kélman korat 54160. 801 @) 798 000 00 1423332417 0 1423332417
020|MAV VAGON Kift. 0,00% 0,04% 0,04% 1992.12.3p 80P0 Székesiwar| Takarodé utca 1. 243 980 000 100 00 100,000 0 0000
Fully consolidated subsidiaries, total 46 870 654 00 46 623 774000 12553727161 -768%024 117 851 934 333
015|MAV NOSZTALGIA Kft. 0,00% 57,00% 57,00% | 1992.12.30 1142idpest Tatai Ut 95. 10 000 0pO 5700 000 5 700|000 0 00300
Equity consolidated subsidiaries, total 10 000 000 5700 00D 5700 000 0 5700 000
193|Kinai-Magyar Vasuti Nonprofit Zrt. 15,00%)| 0,00% 15,00%2016.10.28 1087 Budapest Konyves Kalman korut 54-60. 00G000 750 00 0 D
Equity cpnsolldated jointly managed 5000 000 750 00 b o o
companies, tota
027|Dunakeszi Jarijavitd Kit. 0,00% 25,10% 25,10% | 1992.12.3 212(|Dunakes: Allomas sétany 1! 772 000 00 193 750 00 193 770 00 0 193 770 00
142|MULTISZOLG'97 Hidmérleg Kft. 0,00% 25,00% 25,009 1997.16 1081 Budapest Népszinhaz utca 21. IV. emn. 1. 61098 15 320 00 15 320 000 15 320 Q00
116|MAV-THERMIT Kft. 0,00% 35,00% 35,00% [ 1995.02.2: 203(|Erd Tolmécs utca 1. 138 000 00 48 300 00! 48 300 00! 0 48 300 00!
037|VAMAV Kit. 0,00% 50,00% 50,00% [ 1991.11.2/ 320() Gydngyo: Gyartelep utca 1400 000 00 700000 00 480 000 00 0 480 000 00
038|EURO-METALL Kft. 0,00% 34,99% 34,99%| 1991.01.23 1045 Bueist Elem utca 5-7. 50 590 000 17 700 000 17 700[000 0 7007000
Equity consolidated associated companies,
to‘::: Y : ! pani 2421870000 975070040 755 090 400 0 755090000
134|MAV Utasellatd Zrt. f.e 0,00% 100,00% | 100,00% | 1996.12.0 105%|Budapes Veres Palné utca 137 000 00 137 000 00 137 000 00 -137 000 00 0
006|MAV HIDEPITO Kit. f.a. -100,00%| 100,00% 0,00% 1992.08.01 11142 Budapes |Mexikéi Ut 71. 0 0] 600 000 00p -600 000 Joo 0
Subsidiafies treated as a shareholding in 137000000 137000040 737000400  -737 00000 0
consolidation, total
178|HUNGRAIL Magyar VasUti Egyesiilés \ -4,55% 4,55% 0,00% 2006.03.2. 106€|Budapes Teréz krt. 3¢ 0 0 200 00( 0 200 00(
022|MAV VASJARMU Kit. f.a. 0,00% 25,01% 25,01% [ 1992.12.3 970C[Szombathel [Sz6 utca 85 88 890 00! 22 230 00! 158 000 00 -158 000 00 0
165|MAV-REC Kit. 0,00% 49,00% 49,00%| 2001.10.11 1097 Budapest |Kényves Kalman korat 16. 50 000 000 24 500 (00 50 GO0 o) 50 500 00
Associated companies treated as a 138890004 46730000 208700000  -158000(000 50000
shareholding in consolidation, tota
147[Bureau Central de Clearing s.c.f.l. (B( 0,00% 1,36% 1,36% 1997.01.2: | 40-B-106(|Bruxelles Avenue de la Porte de t 34 289 95! 466 53( 468 11« 0 468 11«

Eurofima Societe Europeenne Pour Le
128|Financement de Material Ferroviaire (Vas(iti 0,00% 0,70% 0,70% 1992.06.01 CH4Q01 Basel Rittergasse 20. 752 466 000 00 5267 262 000 2288833747 0 2288783
GordubBanyag-finanszirozasi Eurépai Zrt.)
120|Vasutegészségugyi Nonprofit Kézhasznt Kft. 0,006 1%2 | 14,21% | 1997.07.31 1062 Budapest Podmaniczky utca 109. 701 020 004 99 600 000 99 600 0pO 0 99 600 P00
169|HIT Rail B.V. (Informatikai Szolgaltatc 0,00% 9,52% 9,52% 2001.11.2: 3511 EF|Utrechr Laan van Puntenburg 1 423 298 22 40314 11 68 203 48 0 68 203 48
172[Normon-Tool Kit. 0,00% 0,04% 0,04% 2002.03.14 5600 Békéba Ipari 0t 1. 80 290 040 29 10 132 200 0 132]200
Other companies treated as a shareholding in 753704898 175 5407671886 2457 237 b46 0 245528
consolidation, total
|Grand total: 803288 31217 53196 695 86 129 700 998/807  -8338024 121 120661 879

Table 70: Presentation of the Company’s sharehgddend opening portfolio
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Figures in HUF

- Derecognition of
) Derecognition due to Reversal of impairment due to
B Fo y . other decrease . . . Other increase iny . X o Accumulated .
S undation FX gain liquidation. volunta FXloss Registered capital Impairment impaimment impairment, liquidation or impaiment Carrying amount
k= Name 2016 31/12/2016 (I',qu{ i Y| 311212016 31/12/2016 2016 pzo 16 derecogpition voluntary 31312 o 31/12/2016
g 16111 16113- iquidation, merger) 16123 -161- -1691- 2016 liquidation -16-
£ 2016 -1692- -169-
= 16124- -1698- 2016
-1695-
180|MAV-START Zrt. 121,033,553,41 5,482,287,88 -1,612,158,04 119,421,395,37
101|MAV FKG Kit. 1,535,268,42 6] 1,535,268,42
131|MAV KFV Kit. 569,400,00 6] 569,400,00
179|ZAHONY-PORT Zrt 975,617,00 -590,891,00 384,726,00
138|MAV Szolgéltaté Kdzpont Zr 1,423,332,41 6] 1,423,332,41
020|MAV VAGON Kft. 100,000 0] 100,000
Fully consolidated subsidiaries, total 0] 0 (0] 0 125,537,271,26[1 0 0 5,482,287,884 0 -2,203,049,044 3,332,222,211
015| MAV NOSZTALGIA Kift. 5,700,000 0] 5,700,00(
Equity consolidated subsidiaries, total (o] 0] (o] 0] 5,700,00 D D ] 5,700,0p0
193|Kinai—Magyar Vasuti Nonprofit Zrt. 750,000 750,000 0 750,000
iﬁ:}ty consolidated jointly managed companies, 750,000 o d d 750,00p b o o o o 750,000
027[Dunakeszi Jarfipavitd Kit. 193,770,00 o] 193,770,00
142|MULTISZOLG'97 Hidmérleg Kf 15,320,00 o] 15,320,00!
116/ MAV-THERMIT Kit. 48,300,00 o] 48,300,00!
037[VAMAV Kift. 480,000,00 0 480,000,00
038[EURO-METALL Kit. 17,700,000 0 17,700,00(4
Equity consolidated associated companies, total 0 0 0 0 755,090,000 0 o 0 (0] 755,090,000
134|MAV Utasellato Zrt. f.e 137,000,00 -137,000,00 0
006|MAV HIDEPIT & Kit. f.a. -600,000,000 q 600,000,00( D
Subsidiaries treated as a shareholding in
e o totad ng ! 0 o|  -600,000,00 3 137,000,000 0 0 0 600,000,000 -137,000,0 0
178|HUNGRAIL Magyar Vastuti Egyesiilés v -200,00( 0 0 0
022|MAV VASJARMU Kift. f.a. 158,000,00 -158,000,00 0
165[MAV-REC Kift. 50,500,000 0 50,500,004
Associated companies treated as a shareholding|in
o tion tof; : nay 0 0 -200,000 d 208,500,040 0 0 0 0 -158,000{000 50,500,000
147|Bureau Central de Clearing s.c.f.l. (B(C -3,13¢ 464,97 o] 464,97
Eurofima Societe Europeenne Pour Le
128|Financement de Material Ferroviaire (Vasut 237,283 2,289,071,030 0] 2,289,071,03
Gordubanyag-finanszirozasi Eurépai Z
120|Vasutegészségugyi Nonprofit Kézhasznu 99,600,00 0 99,600,00
169|HIT Rail B.V. (Informatikai Szolgaltat -457,42( 67,746,06 0 67,746,06
172|Normon-Tool Kift. 132,200 0 132,200
co;::ghc doa'ggﬁn'tif;eated as a shareholding in 0 237,283 d -460,55p 2,457,014,270 0 0 0 0 0 2,457,014,270
|Grand total: 750,000 237,283 -600,200,000 -460,5959 178,325,531 5,482,287,884 600,000,p00 -2,498,049,04126,603,276,48)

Table 71: Changes to the Company’s shareholdlntjmlmeportlng year
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MAV Group member
parent company

MAV Group member key
subsidiary

MAV Group member non-
key subsidiary

Indirect affiliation

Non-operating company

Table 72: MAV Group’s organisational structure be balance sheet date

100
MAV 7t
Parent company
04% 99,63%
20 100% 180 100 138 1009 101 100% 179 100% 131 100%
Y Y a o o) - - <
MAV VAGON K. MAV-START 2rt. MAY SzolgAllald Kozpont ;Iam Ko/pont MAV FKG Kit. ZAHONY-PORT Z1t, MAV KEV Kit.
Subsidiary Fu Subsidiary Fdll Subsidiary_ Full Subsidiary Fu Subsidiary Full Subsidiary Full
T 99,96% | 0,379/
A4
15 579
MAV NOSZTALGIA Kit.
37 50% 38 359 116 35% 27 25,109 142 259 193 15%
< Dunakesz Jarmijavitd MULTISZOLG '97 Kinai-Magyar Vasuti
VAMAV Kit. EURO-METALL Kit. MAV-THERMIT Kit. Kit. Hidmérleg Kf. Nonprofit Zrt.
Associate Equit] Associate Equity Associate Equity] Associate Equit Associate Equi Joint Equity]
14,21% 1,36%
191 499% 165 49% 120 14,25p% 169 9,529 147 2,72% 128 0,70% 172 0,04%
ot it P MAV REC Kit. Vasutegeszségligyi | | HIT Rail by, BCC EUROFIMA Normon-Tool Kit.
Services Kit. Nonprofit Kit.
Associate Sharg Associate Share Other Sharg0,01% |Other Sharg Other Share Other Shale Other Sharg
(LD N 136%
\ |
134 100 22 25%
MAYV Utasellaté zrt. f.a. MAV Vasjarm ii Kft. f.a.
Subsidiar Shar¢ Associat Shar¢
Markings:
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.7 Exempted parent company'’s disclosures

The Company is not classed as an exempted paremacty, and is required to prepare and
publish consolidated financial statements.

111.8 Material transactions with related parties that were not made
on an arm’s-length basis

From the Company’s perspective, we define relatadigs as undertakings that are
classified as subsidiaries, joint ventures andiat®id companies — hereinafter referred to
together as related companies — as defined in twuxting Act, the members of senior
management, the senior officers, and the closéivetathereof. For the purpose of defining
related parties, we define senior management asCtmpany’'s chairman & CEO and

deputy CEOs, and we define senior officers as teenbers of the Company’s Board of
Directors and Supervisory Board, and their closatikes.

Transactions between MAV Zrt. and its related partis defined in the Corporate Tax Act
are conducted on an arm’s length basis.

1.9 Permanent establishments abroad

The Company does not have any permanent establinbaleroad
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IV Annual report to the supervisory authority — Disclosures made
under joint Ministry of the Economy and Transport and Ministry of
Finance (GKM-PM) Decree 50/2007 on the accounting
separation of railway transport activities within the railway
company

In this section the Company fulfils its discloswtgigation set out in GKM-PM Decree 50/2007
(IV.26.) on the accounting separation of railwagngport activities within the railway company,
on the basis of the Decree and the Company’s aféeatcounting separation policy.

The statutory principles of separation, and thengkain the policy in the reporting year, are
described in section I.2.

The activity statement to be presented in the tepathe supervisory authority states amount in
thousand HUF on the basis of the Decree, whileother statements containing monetary sums
presents them in million HUF as stipulated in theedunting Act.

The accounting separation of the individual adtgitat the Company takes place at general
ledger level.

Based on the Decree, in 2016 the Company sepdfraddllowing activities from each other:

* Railtrack operations (railtrack general ledger)
» Railway passenger transport (narrow-gauge regipasdenger transport general ledger)
» Other activities (central general ledger)

IV.1 Railtrack operations

The balance sheet, profit and loss statement, ftmststatement and activity statement prepared
on the basis of the railtrack GL are shown in thlkfving tables:
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Figures in MHUF

Siga' 2015.12.31| 2016.12.31  Change
A NON-CURRENT ASSETS (I.+I1.+lIl.) 862 316 1015889 153 573
1. INTANGIBLE ASSETS (I./ 1.+_7.) 3 587 9 06 5476
1. Capitalised value of foundation and restruatur 0 [8) 0
2. Capitalised value of R&D 37 37 Q
3 Intangible property rights 1761 574 3979
3/a of which: Managed state-owned intangfisieperty rights 0 2 675 2675
4. Intellectual properties 178¢ 328¢ 1497
4/a. of which: State owned intellectual prayp ninto asset management 0 [8) 0
5. Goodwill 0 0 0
6 Advances given for intangible assets 0 0 0
7. Value adjustment of intangible assets 0 0 0
1. TANGIBLE ASSETS (Il./ 1.+_7.) 858 725 1 006 826 148 101
1 Land and buildings and related intangible proyrights 742 540 847555 105015
1/a of which: Managed state-owned real egtatperties and related intangible 704 740 813705 108 965
property rights
2. Technical equipment, machinery, vehicles 86 277 129 58p 43309
2/a of which: Managed state-owned technicaigent, machinery and vehicles 76 582 118 530 41948
3. Other fixtures, fittings and vehicles 41 20 -21
4 Breeding stock 0 [8) 0
5 Capital projects, renovations 27 07¢ 25756 -1314
5/a. of which: Managed state-owned capital @ctg 16 724 14 992 -1732
6. Advances given for capital projects 2 797 3909 1112
7 Value adjustment of tangible assets 0 0 0
. FINANCIAL INVESTMENTS (Ill./ 1.+_10.) 4 [8) -4
1 Long-term investments in related companies 0 o) 0
2 Long-term loans to related companies 0 0 0
3 Significant permanent shareholding 0 0 0
4. Long-term loans given to significant relatedtjes 0 [8) 0
5. Other long-term investments 0 0 0
6 Long-term loans given to other related parti 0 0 0
7 Other long-term loans given 4 0 -4
8 Long-term debt securities 0 o) 0
9. Value adjustment of financial investments 0 o) 0
10. Valuation difference of fixed financial assets 0 0 0
. Current assets (B./ l.+IL+1IL.+IV.+Uet.) 46 629 42 827 -3 802
1. INVENTORIES (I./ 1.+_6.) 9 451 9714 263
1. Raw materials 8 366 9 39 1024
1/a of which: Managed state-owned materials 2 356 232 -36
2. Work in progress and semi-finished products 4 2 -2
2/a of which: Managed state-owned WIP and senisfiad products 0 0 0
3. Animals for breeding, fattening and other $iteck 0 0 0
4. Finished products 267 236 -3
4la. of which: Managed state-owned finished prosluct 13 8 -5
5. Goods 814 86 -72
6 Advances given for inventories 0 0 0
1. RECEIVABLES (Il./ 1.+_8.) 10 15(Q 11 586 1436
1 Receivables from the transportation of goowbfeom services (accounts receivable) 2 766 2722 -44
2 Receivables from related companies 6 975 8584 1609
3. Receivables from companies linked by virtuenafor participating interests 18| 30 12
4. Receivables from other associated companies 2 9 7
5 Bills of exchange receivable 0 0 0
6. Other receivables 389 241 -14
6/a. of which: Receivables related to managate sowned assets 0 0 0
7. Valuation difference of receivables 0 0 0
Positive valuation difference of derivative tracisons 0 0 0
Receivables from settlements with divisions 0 0 0
Il SECURITIES (Ill./ 1.+_6.) 0 0 0
1 Investments in related companies 0 0 0
2 Significant shareholding 0 0 0
3 Other investments 0 0 0
4. Treasury shares, own quotas 0 0 0
5 Marketable debt securities 0 0 0
6. Valuation difference of securities 0 0 0
V. LIQUID ASSETS (IV./ 1.+2.) 27 028§ 2152y -5 501
1. Cash, cheques 0 0 0
2 Bank deposits 27 028§ 2152y -5 501
C. PREPAID EXPENSES AND ACCRUED INCOME (C./ 1.+2.+3.) 2276 2 25 -18
1. Accrued income 1157 766 -391
2. Prepaid costs and expenses 1119 1492 378
3. Deferred expenses 0 0 0
TOTAL ASSETS (A+B.+C.) 911 221 1060974 149 753

Table 73: Asset side of the balance sheet basttaniltrack GL
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Figures in MHUF

Sﬁza' 2015.12.31) 2016.12.31 Change
D. Equity (D/ 1.+_VII) -55 581 -57 983 -2 402
l. SHARE CAPITAL 5 688 568 D
of which: repurchased ownership share at nomitaéva 0 0 0
I SUBSCRIBED BUT UNPAID CAPITAL 0 0 0
11l CAPITAL RESERVE 22 905 18 957 -3948
IV. RETAINED EARNINGS -102 643 -84 2111 18 432
V. NON-DISTRIBUTABLE RESERVE 95 37 -58
VI VALUATION RESERVE 0 0 0
1. Valuation reserve for value adjustment 0 0 0
2. Valuation reserve for fair value 0 0 0
VII. AFTER-TAX PROFIT/LOSS 18 374 1546 -16 828
E. Provisions (E/ 1+2+3) 18 189 19 860D 1671
1. Provision for expected liabilities 11 739 11 022 -717
2. Provision for future expenses 6 450 8 838 2 388
3. Other provisions 0 0 0
F. LIABILITIES (F/ L+IL+1IL.) 918 197 1060997 142800
l. SUBORDINATED LIABILITIES (F.I./ 1+2+3+4) 0 0 0
1. Subordinated liabilities to related companie 0 0 0
2. Subordinated liabilities to significant reddtparties 0 0 0
3. Subordinated liabilities to other relatedigs 0 0 0
4. Subordinated liabilities to other entities 0 0 0
1. LONG-TERM LIABILITIES (F.Il./ 1+_8) 828 320 979937 151617
1. Long-term borrowings 526 297 -234
2. Convertible and contingent convertible sond 0 0 0
3. Debts from issue of bonds 0 0 0
4. Investment and development credits 0 0 0
5. Other long-term credits 0 0 0
6 Long-term liabilities to related companies 0 0 0
7. Long-term liabilities to significant relatgarties 0 0 0
8. Long-term liabilities to other related past 0 0 0
9. Other long-term liabilities 827 794 979 645 151 851
9./a of which: Liabilities related to maragstate-owned assets 827 475 979 318 151 843
M. SHORT-TERM LIABILITIES (F.lIl./ 1+_10+Uet) 89 877 81 060, -8 817
1. Short-term borrowings 686 234 -452
1/a of which: convertible bonds 0 0 0
2 Short-term loans 1908 q -1 908
3. Advances received from customer 13 18 5
4. Liabilities from the transportation of gocaisd from services (acco 15 043 18 290D 3 247
5 Bills of exchange payable 0 0 0
6 Current liabilities to related companies 14 546 13 08y -1459
7. Short-term liabilities to significant redat parties 438 433 -
8. Short-term liabilities to other related past 21 22 1
9. Other short-term liabilities 18 598 12 412 -6 186
9./a of which: Liabilities related to managedte-owned assets 1124 665 -459
10. Valuation difference of liabilities 0 0 0
11. Negative valuation difference of deriwatiransactions 0 0 0
Debts from settlements with divisions 38 624 36 564 -2 060
G. Accrued expenses and deferred income (G./ 1+2+3) 306 3810 7 684
1. Prepaid income 9529 9 485% -44
2 Accrued expenses 1389 197 584
3 Deferred income 19 498 26 642 7 144
TOTAL LIABILITIES (D.+E.+F.+G.) 911 221 1060974 149 753

Table 74: Liabilities side of the balance sheetbas the railtrack GL

70/96



MAV Hungarian State Railways Private Company Limitdy Shares

Figures in MHUF

Line Description 2015.12.31 2016.12.31 Change
.01. Net domestic sales revenues 138 266€ 136 941 -1325
.02. Net export sales revenues 1746 152 -228
. Net sales revenues (01+02) 140 0172 138 464 -1548
I/A1l. |Internal revenues from passenger transpd@5(5,597,1) 0 0 0
I/A2. |Internal revenues from engineering servicé®5,2;597,2) 0 0 0
I/A3. |Internal revenues from central services (3%95,5;597,3;597,5) 16 153 0 -16153
I/A4. |Internal revenues from rail track service9%%;597,4) 398 412 14
I/A5. |Revenues from direct internal services (593,2 24 72| 48
I/A6. |Revenue from central control (597.9) 0 23 23
I/A.  |Total internal revenue settled: 16 575 507 -16 068
.03. Change in self-manufactured inventories -783 -34 744
.04. Capitalised value of self-manufactureegtss 7 190 6 25 -937
1. Capitalised value of own performance (03+04) 6 407 6219 -188
Il Other revenues 112 677 108 630 -4 047
of which: impairment reversed (962,1-962,2) 6 39 33
Total operating yields: 275 671 253820 -21851
.05. Material costs 17 817 19 626 1809
.06. Value of services used 46 403 44 322 -2 081
.07. Value of other services used 1085 112 35
.08. Cost of goods sold 34 448 30 430 -4 018
.09. Value of sold (intermediated) services 317 28§ -2
V. Material expenditures (05+06+07+08+09) 100 070 95 785 4284
IV/A1l. |Internal costs of passenger transport (5%8,1) 0 0 0
IV/A2. |Internal costs of engineering services (59896,2;598) 0 0 0
IV/A3. |Internal costs of central services (594,3t39596,3;596,5) 15692 0 -15692
IV/A4. |Internal costs of rail track services (59%596,4) 3597 q -3 597
IV/A5. |Costs of direct internal services (593,1) 26 502 476
IV/AB. |Costs of central administration and propertgnagement (596,9) 3608 1312 -2 296
IV/A  [Total internal expenditures settled: 22923 1814 -21109
.10. Wages 49 328 57 614 8 286
1. Other payments to personnel 7 527 875 1229
12. Wage-related contributions 15 015 17 523 2508
V. Payments to personnel (10.+11.+12.) 71870 83 893 12 023
VI. Depreciation 46 657 50 682 4 025
VI Other expenditures 15 343 20 123 4785
of which: impairment 4 388 13 015 8 627
Total operating expenses: 256 863 252 308 -4 560
A BUSINESS PROFIT/LOSS (I.+/A+IL+I1L-IV-IV/A-V-V  |-VIl) 18 808 1517 -17291
.13. Dividends, profit share received 0 0 0
Of which: received from related companies 0 0 0
4. Gain on sale of investments 0 0 0
Of which: received from related companies 0 0 0
.15. Revenues from and gains on financial iteesits (from securities and loans) 0 0 0
Of which: received from related companies 0 0 0
.16. Other interest received (due) and siniii@ome 98 80 -1§
Of which: received from related companies 0 0 0
A7. Other financial revenues 17 35 18
Of which: valuation difference 0 0 0
VIIL. ncome from financial transactions (13+14+15+16+17) 115 115 (
.18. Expenses of and losses on investments 0 0 0
of which: provided to related companies 0 0 0
.19. Expenses of and losses on financial invests (securities and loans) 0 0 0
Of which: provided to related companies 0 0 0
.20 Interest payable (paid) and similar expsnse 383 75 -30¢
Of which: provided to related companies 0 0 0
.21. Impairment of investments, long-term logiven, securities and bank deposits 0 0 0
.22. Other expenses of financial transactions 166 1] -15¢8
Of which: valuation difference 0 0 0
IX. Financial expenses (18.+19.+20.+21.+22.) 549 86 -463
B. FINANCIAL PROFIT/LOSS (VIII-IX) -434 29 463
C. PRE-TAX PROFIT/LOSS (+A+B) 18 374 1546 -16 828
X. TAX LIABILITY 0 0 0
D. PROFIT OR LOSS AFTER TAX (+C-X) 18 374 1546 -16 828

Table 75: Profit and loss statement based on itack GL
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Figures in MHUF

Nr. Description 2015 2016.
. Change in cash from ordinary business activity §@rating cash-flow, 1-17) 74 787 557¢&
1. Pre-tax profit/loss (+) 18 374 1545
Assumed liabilities -16 422
deferral of interest related to assuraallity 25 Q
amounts received free of charge 0 -4
amounts granted free of charge, expensed 17 21
dividend received 0 0
amount realised in excess of the bookevalioan given 0 0
deferred dividend 0 0
profit/loss from changes in investments 0 0
surplus non-current assets -1 0
non-realised exchange rate differencdcund assets 0 0
2. Previous years’ profit/loss 0 0
3. Revaluation of loans and investments 0 0
4. Ordinary depreciation charge + 46 657 50 682
4/a. Depreciation charge on previous year 0 0
5. Recognised impairment, scrapping, shortage aratsal + 4382 12975
6. Changes in provisions + 504¢& 1671
7. Non-current asset disposals + 6 -26
8. Change in liabilities related to managed stateedhvassets -2 673 -58 9211
9. Movements in creditors + 6 3247
10. Movements in other short-term liabilities + 15 084 -2 405
10/a. | Movements in balance of business line operatio -2 538 -3262
11. Movements in accruals + 7194 1602
11/a. | Released deferred income related to ass érsetit 66 8¢
11/b. | Accrued income associated with fixed asseatsived without compensation 0 0
12. Movements in debtors * 7 -37
13. Current asset movements (less debtors and lapséts) + -2 326 -1625
14. Movements in prepayments and accrued income * 1553 1
15. Corporate income tax payable - 0 0
16. Dividend and share payable - 0 0
17. Liquid assets assumed through merger as of balkineet date 258 0
1. Change in liquid assets from investing activitsgLines 18-21) -53 560 -35 24¢
18. Non-current asset additions - -53 597 -35278
19. Non-current asset disposals + 37 32
20. Capital withdrawn from existing investment (sialiesy) 0 0
21. Dividend received + 0 0
1. Change in cash from financial transactions (Fiancing cash-flow, lines 22-32) -2 80 24 167
22. Revenues fromthe issue of shares (capitaliadit 0 197¢
23. Proceeds fromissue of bonds and debt secutities 0 0
24. Borrowings + 0 0
25. Repayment, cancellation and redemption of lesrgH{oans and bank deposits + 0 0
26. Amounts received free of charge +* 0 24798
27. Redemption of shares, capital reduction - 0 0
28. Bond redemption - 0 0
29. Loan repayment - -2 846 -2594
30. Long-term loans and bank deposits + 0 0
31. Amounts transferred free of charge - -17 -27
32. Movements in payables to founders and in othreg{term liabilitiess 55 12
V. Cash flow (I.+11.+lll.) 18 419 -5 501
33. Non-realised exchange rate difference on ligusislets 0 0
V. Change in cash and cash equivalents (IV.+33.) 18 419 -5 501

*In 2015, reimbursement for renovation was stateédoperating cash flow

Table 76: Cash flow statement based on the r&ltedc
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The profit and loss account of railtrack operatienshown in the table below (in THUF):
Figures in THUF

. — Base year Reporting year
Line Description 201}; 201€
1| Net sales revenue 140 012 476 138 463 759
of which: fee revenue 140 012 476 138 463 759
of which: ticket-price subsidies 0 0
paid by government 0 0
2| Internal revenues 16 574 381 507 366
3| Capitalised value of own performance 6 406 774 6219 614
4| Other income 48 320 106 108 629 540
of which: government compensation 38 180 229 38 869 437
of which: government subs 5562 044 5386 111
5| OPERATING GAINS TOTAL 211 313 737 253 820 279
6| Material expenses 100 069 642 95 785 616
of which: infrastructure charge 0 0
7| Internal expenses 22922 439 1814 474
of which: network access 3597 20¢ 0]
of which: traction 0 0
of which: other railway services 25 920 502 610
of which: central services 15691 722 D
of which: central control 3607 591 1311 864
8| Payments to personnel 71870 093 83 893 047
9| Depreciation charge 46 656 980 50 681 555
10| Other expenditui 15175 938 20128 214
11| OPERATING EXPENSES TOTAL 256 695 093 252 302 906
12 [ OPERATING PROFIT -45 381 356 1517 373
13| Financial gains 114 45€ 114 72)7
14| Financial expenses 548 857 85 863
15| FINANCIAL LOSS -434 396 28 864
16| Extraordinary revenues 64 357 260 D
of which: government subsidy 16 585 886 D
17|Extraordinary expens 167 843 (
18| PROFIT ON EXTRAORDINARY EVENTS 64 189 417 (
19| Tax liability 0 -28
20| AFTER-TAX PROFIT/LOSS 18 373 665 1546 265

Table 77: P&L of the railtrack operations division
Significant events in the reporting period:

A predominant part of net sales in 2016 includé&raak access revenues, which are presented
separately from traction electricity and fuel sold:
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Figures in HUF bn

Purchaser Year 2015 Year 2016 [Difference

Network access net of traction electricity and fuel

MAV-START Zrt. 72.3 73.7 1.4

Rail Cargo Hungary Zrt. 121 11.9 -0.2

Other railway companies 6.7 6.7 0.0
Traction electricity

MAV-START Zrt. 14.5 12.€ -1.9

Rail Cargo Hungary Zrt. 4/6 4.2 -0.4

Other railway companies 3.0 2.8 -0.2
Traction fuel

MAV-START Zrt. 10.0 9.2 -0.8

Other railway companies 1.6 1.0 -0.6
Total 124.8 122.1 -2.7

Table 78: Revenues from track access charges

Revenues from the sale of traction electricity dased because the volume of traction electricity
sold and the per-unit electricity charge both dasee relative to the base period (base average
price: 25.7 HUF/kWh, actual average price: 23.0 HW¥h). The fall in revenues from the sale
of traction fuel was partly due to the 8.02% dezlin the per-unit charge for the use of traction
fuel (base: 262 HUF/I, actual average price: 24 1FH)J

As a result of the above factors, net revenue fsalas decreased by HUF 1.6 billion.

The HUF 16.1 billion decrease in internal revenuesults from a change in the Separation
Policy. Within the separable activities, the bogkiof direct internal costs and revenues of
services provided and settled between general tadgts takes place on a net basis, in order to
avoid the unnecessary accumulation of costs anentes within the division. Internal costs
decreased by the same extent as internal reveibesmost significant item among internal
revenues was the network access fee for the nagyemge regional railways calculated on a
prime cost basis (HUF 0.4 billion), which was comgmted by assistance recognised as an
internal expense.

Capitalised value of own performance was on a pér thre base period.

According to the activity statement on railtrackeogtions, other revenues grew by HUF 60
billion in the reporting year.

* The growth is due to the fact that the statemenictire prescribed by joint GKM-PM
Decree 50/2007. (IV.26.) continues to include tkamrdinary revenue category, which in
the base period was predominantly comprised of & HW.8 billion compensation liability
and HUF 16.6 billion in liabilities taken over bye government. Against this, the
compensation liability waiver (VPK) was stated lne reporting year, in the amount of HUF
60.1 billion. The above item was stated as extiaarg revenue in 2015. An additional HUF
12.3 billion increase is attributable to the extdwoary depreciation of tangible and
intangible assets. No liabilities assumed by theegument were accounted for in the
reporting year.

* For the purpose of extending the public employmgrdgramme, a new contract was
concluded with the relevant authority, effectivenfr 7 March 2016 until 28 February 2017,
under which MAV Zrt. agreed to employ an averagsfsif 1,270 persons in March, and
1,595 persons in the following month, in jobs rethto the maintenance of green spaces and
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the cleaning of station facilities. In 2016 staitk @ HUF 1.4 billion was accounted for in the
context of the public employment programme, wheHUF 0.2 billion less than in the base

year.

The utilisation of provisions in 2016 amounted t&MH 3.5 billion, the most significant

components of this being the utilisation of prooi® made for severance pay liabilities
(HUF 0.9 billion), the utilisation of provisions rfavorking clothes and uniforms (HUF 0.3
billion), the utilisation of provisions for otheiabilities related to litigation (HUF 0.7

billion), the utilisation of provisions for maintance costs (HUF 1.0 billion), and the
utilisation of provisions for unpaid bonuses (HUR Billion).

HUF 38.9 billion.

Reasonable profit, on the basis of the 2015 setiiémvas HUF 3.6 billion.

The recognised operating costs reimbursement i 224s on a par with the base year, at

The 2016 costs reimbursement clause of the Rdilitgmeration Agreement was signed on 23
March 2016, based on which the costs reimbursemisbursed in 2016 was HUF 69,121.4
million. Of this, HUF 44,030 million comprised thaperating and HUF 25,091.4 million the

renovation costs reimbursement.

The actual costs reimbursement used to compertsatgperating loss, and the utilisation of the
costs reimbursement available for renovation tontaa track operation assets in their existing
state in 2016 are presented in the table below:

Figures in MHUF

Table 79: Composition of costs reimbursement

The decrease in material expenses relative toake period is 4.28%.
Figures in HUF bn

Table 80: Composition of material expenses

REF. Legal title of reimbursement 2015 2016

A Opening, unused reimbursement 8987 12 681
B Amount used for capital projects and renovatioharged to previous year’s residual -1 636 -7 018
C Reasonable profit recognised in the reporting y&aarged to previous year's residual -3716 -3 650
l. Cost reimbursement not used from residual of prefous periods (I=A+B+C) 3638 2013
D Operational compensation disbursed in the repgpstear 44 745 44 030
E Operational compensation recognised in the rappstear -38 180 -38 869
Il. Unused operational compensation in the reportingyear (I.=D+E) 6 565 5161
F Renovation cost reimbursement disbursed in therteyy year 26 072 25091
G \L/J:;d amount of renovation cost reimbursement d&dxiin the reporting 23501 24790
ll.  Unused cost reimbursement for renovation in thereporting year (ll.=F+G) 2481 299
IV. |[Unusedreimbursement, total (IV=1.+I.+I.) 12 681 7473

Description Year 2015 Year 2016 Difference
Material costs 17,8 19{6 1,8
Value of services used 46,4 44 .3 -2,1
Value of other services used 1,1 1,1 0,0
Cost of goods sold 34,4 30,4 -4,0
Value of sold (intermediated) services 0,3 0,3 0,0
Material expenses in total: 100,0 957 -4(3

The most significant factors relating to materiabts are the costs of specialist materials

provided for track refurbishment and maintenanceke/at HUF 9.1 billion, and the energy,
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gas, water and sewage fees, as well as transporheating fuel costs, totalling HUF 7.0
billion.

» The costs of services used decreased by 4.49%1i& iBOcomparison to the base year. The
individual components of this grew slightly, buetincrease was offset by the decrease of
HUF 3.9 billion in the costs of building managememtaintenance, utilisation and rental
services and HUF 1.1 billion in the costs of sdgusgervices, which resulted from the
absorption of MAV LV Kft., and by the HUF 0.5 bitln fall in the costs of procurement and
inventory management services obtained from MAV SZK

» The cost of goods sold decreased relative to tke pariod, the most significant item being
the HUF 10.1 billion material expense related te #ale of traction gasoline (HUF -1.6
billion), and the HUF 19.7 billion material expens#ated to the re-sold traction and pre-
heating/pre-cooling electricity (HUF -2.4 billion).

» The cost of services sold (intermediated) was parawith the base period.

Internal expenses derive from the distribution d&WiZrt's central management costs (HUF 1.3
billion). Due to the organisational changes, thueaof these fell in comparison to the base
period, as from 1 January 2016 the asset managaméns stated directly among the revenues
and expenses of railtrack operations. The aforeoveed internal assistance provided for
passenger transport on the Children’s Railway wd§ 8.4 billion.

Personnel expenses increased by HUF 12 M in cosgrato the base year, as a consequence of
the merger carried out on 31 December 2015, theease in staff numbers and the payments
made in connection with standby jobs.

As well as the carried-over and reporting-year iohfd the scrapping and devaluations related
to capital investments, the extent of the depraxriais also influenced by the capitalisation of
the new installations. The increase relative tolihse period is a result of the inclusion of the
capital projects managed by NIF Zrt. in the portfoDue to the waiving of the compensation
liability, this is offset by a matching growth ither revenues.

Of the annual depreciation charge, HUF 47.4 bilkeas recognised on managed, state-owned
assets.

The value of other expenses increased relativeedase year. The most significant component
of this growth was the HUF 7.3 billion in extraardry depreciation recognised on the period
between the commissioning of NIF-developed assetdlze actual acceptance thereof, the HUF
0.9 billion in extraordinary depreciation on statened tangible assets, and the HUF 0.4 billion
in provisions set aside for bonus payment obligestio

The growth was moderated by the HUF 3.1 billionrdase, relative to the base year, in the
provisions set aside for expected liabilities, thest significant component of this being the
HUF 2.7 billion drop in provisions set aside forveanmental obligations. Provisions for
obligations related to work clothes, outfits andfarms, and for other liabilities related to
litigation, also fell short of the base-year figuley HUF 0.3 billion and HUF 0.6 billion
respectively.

Provisions of HUF 3.5 billion were set aside in @0dr maintenance costs.

Financial expenses in the reporting period arergstly only comprised of the interest payable
on liquidity loans and entrepreneurial loans, whiglcontinuously decreasing in line with the
reduction in the loan principal.

In summary, it can be concluded that the operatiotihe railtrack network, in itself, was loss-
making. The HUF 1.5 billion profit comprised theat&t costs reimbursement received to
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compensate for costs not covered by revenues, dheedscompensation liabilities, and the HUF
3.6 billion reasonable profit for 2015 approvedthe reporting year, reduced by the HUF 2.1
billion retroactive award of 3 years’ back pay togoyees in standby jobs.

The revenues received from related parties andctists and expenses payable to them in
connection with railtrack operations activity anegented, for each related party, in the table
below:

Figures in MHUF

Revenues Costs and expenses
Net sales | Financial and Total Material and Other gnd Total costs Total
Related company . personnel financial
revenue other gains | revenues I and expenses
expenses | expenditures
015 - MAV NOSZTALGIA Kift. 22C 0 22C 121 0 121 99
020 - MAV VAGON Kift. 98 0 98 351 0 351 -25¢
101 - MAV FKG KFT 811 11 822 8 56< 4 8 56¢ -7 74¢
131 - MAV KFV Kft. 79 0 79 1 26¢ 0 126¢ -118¢t
138 - MAV Szolgéltaté Kdzpont Z 191¢ 20 193¢ 12 233 7 12 24« -10 31(
179 - ZAHONY-PORT Zri 263 0 263 20€ 0 20¢ 55
180 - MAV-START Zrt. 102 03y 3D 102 067 26 076 215 26 291 75776
Total 105 422 61 105 48B 48 821 226 49 047 56 436

Table 81: Related party balances (revenues anchexpes) related to railtrack operations

The effect of the asset settlement and the relatedpensation for 2016 is presented in the
following table:

Figures in MHUF

Change in capital

Reduction is assetCapital reserve .
reserve resulting

value resulting correction

Settlement of registered Increase of capital

o } X Total compensation for
capital increase resulting reserve resulting from

Item . from asset - . asset settlement
from asset resulting from from compensation for compensation for asset
4 settlement (F=D+E=C)
settlement (A) separation (B) (C=A+B) asset settlement (D) settlement (E)

VUNSZ Ill Gyérgytarl6 asset transfer in 0
2016
Release of revenue deferred because of 0 0 0 g a
VUNSZ Ill Gyorgytarlé asset handover 0
in 201¢
NIF asset transfer (VUSZ IV) in 2016 1,926
Release of revenue de_f_erred because of 46 832 2,712 0 2,712 2,712
NIF asset handover (VUSZ IV) in 2016
NIF asset transfer (VUSZ V) in 2016 €02
Release of revenue deflerred because of 44 352 1,211 0 1,211 1,221
NIF asset handover (VUSZ V) in 2016
VUNSZ VI Eger 2016 2
Release of deferred income due to 0 -2 0 0 0 Q
VUNSZ VI Eger handover in 2016

Total: 2,740 1,182 3,923 0 3,923 3,923

Table 82: Effect of the asset settlement on thiearek operations GL
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IV.2 Regional passenger transport

The balance sheet, the profit and loss accountdbkk flow statement and the activity statement
for regional passenger transport are presentdteifotlowing tables:

Figures in MHUF

Siga' 2015.12.31| 2016.12.3L Change
A NON-CURRENT ASSETS (I.+I1.+111.) 139 128§ -1
| INTANGIBLE ASSETS (I./ 1.+_7.) 0 0 0|
1 Capitalised value of foundation and restriog 0 0 0
2 Capitalised value of R&D 0 0 0
3 Intangible property rights 0 0 0
3/a of which: Managed state-owned intilegproperty rights 0 0 0
4. Intellectual properties 0 0 0
4/a. of which: State owned intellectualgerty taken into asset management 0 0 0
5 Goodwill 0 0 0
6 Advances given for intangible assets 0 0 0
7 Value adjustment of intangible assets 0 0 0
I TANGIBLE ASSETS (Il/ 1.+_7.) 139 124 -1
1. Land and buildings and related intangiblepgrrty rights 0 0 0
1/a property rights 0 0 0
2. Technical equipment, machinery, vehicles 138 12§ -1
2/a of which: Managed state-owned techrégaipment, machinery and vehicles 0 0 0
3. Other fixtures, fittings and vehicles 0 0 0
4 Breeding stock 0 0 0
5 Capital projects, renovations 1 0 -1
5/a. of which: Managed state-owned capitajects 0 0 0
6. Advances given for capital projects 0 0 0
7 Value adjustment of tangible assets 0 0 0
111 FINANCIAL INVESTMENTS (lIl./ 1.+_10.) 0 0, 0
1 Long-term investments in related companies 0 0 0
2 Long-term loans to related companies 0 0 0
3 Significant permanent shareholding 0 0 0
4. Long-term loans given to significant relapedties 0 0 0
5. Other long-term investments 0 0 0
6 Long-term loans given to other related parti 0 0 0
7 Other long-term loans given 0 0 0
8 Long-term debt securities 0 0 0
9. Value adjustment of financial investments 0 0 0
10. Valuation difference of fixed financial assets 0 0 0
B. Current assets (B./ |.+Il.+IL.+IV.+Uet.) 2 10 004 10 002
1. INVENTORIES (I./ 1.+_6.) 0 0 0
1. Raw materials 0 0 0
1/a of which: Managed state-owned materials 0 0 0
2. Work in progress and semi-finished products 0 0 0
2/a of which: Managed state-owned WIP and sfamished products 0 0 o]
3. Animals for breeding, fattening and otheeditock 0 0 0
4. Finished products 0 0 0
4/a. of which: Managed state-owned finishedipots 0 0 0
5. Goods 0 0 0
6 Advances given for inventories 0 0 0
1l RECEIVABLES (II./ 1.+_8.) 1 0, -1
1 Receivables from the transportation of goartsfrom services (accounts receivable) 0 0 0
2 Receivables from related companies 0 0 0
3. Receivables from companies linked by vidéienajor participating interests 0 0 0
4. Receivables from other associated companies 0 0 0
5 Bills of exchange receivable 0 0 0
6. Other receivables 1 0 -1
6/a. of which: Receivables related to managete sowned assets 0 0 0
7 Valuation difference of receivables 0 0 0
Positive valuation difference of derivative tracgons 0 0 0
Receivables from settlements with divisions 0 0 0|
. SECURITIES (lll./ 1.+_6.) 0 0 0
1 Investments in related companies 0 0 0
2 Significant shareholding 0 0 0
3. Other investments 0 0 0
4. Treasury shares, own quotas 0 0 0|
5 Debt securities held for sale 0 0 0
6. Valuation difference of securities 0 0 0|
V. LIQUID ASSETS (IV./ 1.+2.) 1 10 004 10 0083
1. Cash in hand, cheques 0 1 1|
2 Bank deposits 1 10 003 10 002
C. PREPAID EXPENSES AND ACCRUED INCOME (C./ 1.+2.+3.) 1 2| 1
1. Accrued income 0 0 0
2. Prepaid costs and expenses 1 2 1|
3. Deferred expenses 0 0 0|
TOTAL ASSETS (A.+B.+C.) 142 10 134 999p

Table 83: Assets in the balance sheet based oediomal passenger transport GL
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Figures in MHUF

Siga' 2015.12.31| 2016.12.31 Change
D. Equity (D/ |.+_VII) 134 -26 -16
l. SHARE CAPITAL 0 0 0
of which: repurchased ownership share at nomitaéva 0 0 0
1. SUBSCRIBED BUT UNPAID CAPITAL 0 0 0
Il CAPITAL RESERVE 0 0 0
V. RETAINED EARNINGS -3390 134 3524
V. NON-DISTRIBUTABLE RESERVE 0 0 0
VI VALUATION RESERVE 0 0 0
1. Valuation reserve for value adjustment 0 0 0
2. Valuation reserve for fair value 0 0 0
VII. AFTER-TAX PROFIT/LOSS 3524 -16( -3 684
E. Provisions (E/ 1+2+3) 0 55 55
1. Provision for contingent liabilities 0 0 0
2. Provision for future expenses 0 55 55
3. Other provisions 0 0 0
F. LIABILITIES (F/ L+IL+1l.) 8 10 085 10 07y
. SUBORDINATED LIABILITIES (F.l./ 1+2+3+4) 0 0 0
1. Subordinated liabilities to related companie 0 0 0
2. Subordinated liabilities to significant reldtparties 0 0 0
3. Subordinated liabilities to other relatedigs 0 0 0
4. Subordinated liabilities to other entities 0 0 0
1. LONG-TERM LIABILITIES (F.IIl./ 1+_8) 0 0 0
1. Long-term borrowings 0 0 0
2. Convertible and contingent convertible snd 0 0 0
3. Debts from issue of bonds 0 0 0
4. Investment and development credits 0 0 0
5. Other long-term credits 0 0 0
6 Long-term liabilities to related companies 0 0 0
7. Long-term liabilities to significant relat@arties 0 0 0
8. Long-term liabilities to other related past 0 0 0
9. Other long-term liabilities 0 0 0
9./a of which: Liabilities related to mapagstate-owned assets 0 0 0
M. SHORT-TERM LIABILITIES (F.lI./ 1+_10+Uet) 8 10 085 10 077
1. Short-term borrowings 0 0 0
1/a of which: convertible bonds 0 0 0
2 Short-term loans 0 0 0
3. Advances received from customer 0 0 0
4. Liabilities from the transportation of gocatsd from services (acca 3 7 4
5 Bills of exchange payable 0 0 0
6 Current liabilities to related companies 1 7 6
7. Short-term liabilities to significant redat parties 0 0 0
8. Short-term liabilities to other related pest 0 0 0
9. Other short-term liabilities 4 10 004 10 00D
9./a of which: Liabilities related to managadte-owned assets 0 0 0
10. Valuation difference of liabilities 0 0 0
11. Negative valuation difference of derivatiransactions 0 0 0
Debts from settlements with divisions 0 67 67
G. Accrued expenses and deferred income (G./ 1+2+3) 0 20 20
1. Prepiad income 0 0 0
2 Accrued expenses 0 20 20
3 Deferred income 0 0 0
TOTAL LIABILITIES (D.+E.+F.+G.) 142 10 134 9 992

Table 84: Equity and liabilities side of the bakasbeet based on the regional passenger trandport G

79/96



MAV Hungarian State Railways Private Company Limitdy Shares

Figures in MHUF

Line Description 2015.12.31 2016.12.31 Change
.01. Net domestic sales revenues 100 102 3
.02. Net export sales revenues 0 0 0
. Net sales revenues (01+02) 100 103 3
I/A1l. |Internal revenues from passenger transpd@5(5,597,1) 0 0 0
I/A2. |Internal revenues from engineering service35,2;597,2) 0 0 0
I/A3. |Internal revenues from central services (83%$05,5;597,3;597,5) 29 0 -290
I/A4. |Internal revenues from rail track service9%%4;597,4) 3597 q -3597
I/A5. |Revenues from direct internal services (593,2 0 401 401
I/A6. |Revenue from central control (597.9) 93 0 -93
/A, [Total internal revenue settled: 3980 401 -3579
.03. Change in self-manufactured inventories 0 0 0
.04. Capitalised value of self-manufacturecdtss 0 0 0
1. Capitalised value of own performance (03+04) 0 0 0
Il Other revenues 21 5 -16
of which: impairment reversed (962,1-962,2) 0 0 0
Total operating yields: 4101 509 -3 59p
.05. Material costs 25 33 8
.06. Value of services used 61 87 26
.07. Value of other services used 1 1 0
.08. Cost of goods sold 0 0 0
.09. Value of sold (intermediated) services 0 0 0
IV. Material expenditures (05+06+07+08+09) 87 121 34
IV/A1l. |Internal costs of passenger transport (5%86,1) 0 0 0
IV/A2. |Internal costs of engineering services (29896,2;598) 0 0 0
IV/A3. |Internal costs of central services (594,3t39596,3;596,5) 1 0 -1
IV/A4. |Internal costs of rail track services (59446,4) 398 401 3
IV/A5. |Costs of direct internal services (593,1) 0 1 1
IV/A6. |Costs of central administration and properignagement (596,9) 2 2 0
IV/A  [Total internal expenditures settled: 401 404 3
.10. Wages 54 55 1
11, Other payments to personnel 4 4 0
12. Wage-related contributions 15 15 0
V. Payments to personnel (10.+11.+12.) 73 74 1
VI. Depreciation 16| 15 -1
VII. Other expenditures 0 55 55
of which: impairment (862) 0 0 0
Total operating expenses: 577 669 92
A BUSINESS PROFIT/LOSS (I.+/A+IL+IL.-IV-IV/A-V-V  I-VII) 3524 -160 -3 684
13. Dividends, profit share received 0 0 0
Of which: received from related companies 0 0 0
.14. Gain on sale of investments 0 0 0
Of which: received from related companies 0 0 0
.15. Revenues from and gains on financial imeests (from securities and loans) 0 0 0
Of which: received from related companies 0 0 0
.16. Other interest received (due) and siniileome 0 0 0
Of which: received from related companies 0 0 0
17, Other financial revenues 0 0 0
Of which: valuation difference 0 0 0
VIII. ncome from financial transactions (13+14+15+%6+17) 0 0 0
.18. Expenses of and losses on investments 0 0 0
of which: provided to related companies 0 0 0
.19. Expenses of and losses on financial invests (securities and loans) 0 0 0
Of which: provided to related companies 0 0 0
.20 Interest payable (paid) and similar expsnse 0 0 0
Of which: provided to related companies 0 0 0
.21. Impairment of investments, long-term logiven, securities and bank deposits 0 0
22. Other expenses of financial transactions 0 0 0
Of which: valuation difference 0 0 0
1X. Financial expenses (18.+19.+20.+21.+22.) 0 0 0
B. FINANCIAL PROFIT/LOSS (VIII-1X) 0 0 0
C. PRE-TAX PROFIT/LOSS (+A+B) 3524 -16( -3 684
X. TAX LIABILITY 0 0 0
D. PROFIT OR LOSS AFTER TAX (+C-X) 3524 -16( -3 684
Table 85: Profit and loss statement based on thena passenger transport GL
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Figures in MHUF

Nr. Description 2015 2016.
. Change in cash from ordinary business activity §@rating cash-flow, 1-17) -19 7
1. Pre-tax profit/loss (%) 3524 -16(
Assumed liabilities 0 0
deferral of interest related to assunmelllty 0 0
amounts received free of charge 0 0
amounts granted free of charge, expensed 0 0
dividend received 0 0
amount realised in excess of the boolkevaluoan given 0 0
deferred dividend 0 0
profit/loss from changes in investments 0 0
surplus non-current assets 0 0
non-realised exchange rate differencaquid assets 0 0
2. Previous years’ profit/loss 0 0
3. Revaluation of loans and investments 0 0
4. Ordinary depreciation charge + 16 15
4/a. | Depreciation charge on previous year 0 0
5 Recognised impairment, scrapping, shortage amdsal + 0 0
6 Changes in provisions + 0 55
7. Non-current asset disposals + -21 0
8 Change in liabilities related to managed stateeslassets 0 0
9. Movements in creditors * -1 4
10. Movements in other short-term liabilities + 3 7
10/a. | Movements in balance of business line operstio -3 541 67
11. Movements in accruals + 0 20
11/a. | Released deferred income related to ass&raetit 0 0
11/b. | Accrued income associated with fixed assatsived without compensation 0 0
12. | Movements in debtors + 0 0
13. Current asset movements (less debtors and kgsielts) + 0 0
14. | Movements in prepayments and accrued income + 1 -1
15. Corporate income tax payable - 0 0
16. | Dividend and share payable - 0 0
17. Liquid assets assumed through merger as ofdemkimeet date 0 0
1. Change in liquid assets from investing activitsgLines 18-21) 19 -4
18. | Non-current asset additions - -2 -4
19. Non-current asset disposals + 21 0
20. | Capital withdrawn from existing investment (sdtzy) 0 0
21. | Dividend received + 0 0
1. Change in cash from financial transactions (Fiancing cash-flow, lines 22-32) 0 10 000
22. Revenues from the issue of shares (capitaliadylit 0 0
23. | Proceeds from issue of bonds and debt secutities 0 0
24. Borrowings + 0 0
25. | Repayment, cancellation and redemption of l@mgitioans and bank deposits + 0 0
26. | Amounts received free of charge + 0 10 00d
27. | Redemption of shares, capital reduction - 0 0
28. Bond redemption - 0 0
29. Loan repayment - 0 0
30. Long-term loans and bank deposits + 0 0
31. | Amounts transferred free of charge - 0 0
32. Movements in payables to founders and in otheg-term liabilities + 0 0
V. Cash flow (I.+11.+111.) 0 10 003
33. | Non-realised exchange rate difference on ligagkbts 0 0
V. Change in cash and cash equivalents (IV.+33.) 0 10 003

Table 86: Cash flow statement based on the regoassenger transport GL
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The activity statement of the regional passengersirort activity is presented below:
Figures in THUF

Lin tem Base year Reporting year
e 2015 2016
1| Net sales revenue 100 26¢ 102 846
of which: fee revenue 90 838 102 845
of which: ticket-price subsidies 9431 C
paid by government 0 0
2| Internal revenues 3980 092 400 868
3| Capitalised value of own performance 0 0
4| Other income 21 305 5136
of which: government compensation 0 0
of which: government subsidy 0 0
5| OPERATING GAINS TOTAL 4 101 665 508 850
6| Material expenses 87 536 121120
of which: infrastructure charge 0 0
7| Internal expenses 401 174 403 82P2
of which: network access 397 591 400 868
of which: traction 0 0
of which: other railway services 0 476
of which: central services 1755 1819
of which: central control 1827 65¢
8| Payments to personnel 72 810 73 889
9| Depreciation charge 15574 15 765
10| Other expenditure 381 55011
11| OPERATING EXPENSES TOTAL 577 475 669 607
12 | OPERATING PROFIT 3524191 -160 757
13| Financial gains 0 106
14| Financial expenses 0 0
15| FINANCIAL LOSS 0 106
16| Extraordinary revenues 0 0
of which: government subsidy 0 0
17| Extraordinary expenses 0 0
18| PROFIT ON EXTRAORDINARY EVENTS 0 0
19| Tax liability 0 0
20| AFTER-TAX PROFIT/LOSS 3524191 -160 651

Table 87: Activity statement of the regional pagsertransport activity

MAV Zrt's passenger transport services changedéntiase schedule period of 2015/2016 and
in the current schedule period of 2016/2017 agvast

MAV Zrt. only performs actual regional passengansport services on the Children’s Railway,
which is a scheduled service but has not beenifitsas a public service since the timetable
change of 13 December 2009.

The regional passenger transport activity perfornmed016 was, in itself, loss-making as the
sales revenue did not cover the costs.

The railtrack operation service provided for thegenger transport performed on the Children’s
Railway is not classified as an open access senbce under the Railtrack Operation
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Agreement, provision of the railtrack operationvgss is compulsory. The network access
accounted for at prime cost, however, was not aa/ély the sales revenue from the passenger
transport not classified as a public service.

Due to the above the restructuring of the operatingditions for the Children’s Railway,

commenced in the previous year, continued in 2Qif6ti{e internally settled services not
financially settled in the base year, the intelieilities accumulated in the 2007-2015 period
were waived in an amount of HUF 4 billion, and hre treporting year the fee for railtrack
internal services was compensated by Railtrack witarnal assistance of HUF 0.4 billion.
Based on the Railtrack Operation Agreement, tHeaek costs related to the railtrack operation
service and the expenses related to the providastasce, are classed as justified costs.

The separation of records stipulated in the Dememsured under the present methodology by
the settlement of the railtrack operation serviagsnternal performance, with compensation for
the internal performances provided in the formgsistance.

Operating yields decreased substantially (HUF E8l®n) in the reporting year, which was due
to a combination of three factors. Net revenue freates increased, and other revenues
decreased by HUF 16 million due to the absencehefsale of tangible assets. Due to the
waiving of internal liabilities, internal revenué IdUF 3,980 million was recognised in the base
year, and HUF 401 million (as internal assistamecehe reporting year.

Business expenses show a 15.95% increase in ca@opaa the base period.

A significant portion of the costs resulted frone taccounting of internal services, the largest
item of which was the internal railtrack charge igthrose by 0.82% relative to the base period).
This cost (HUF 0.4 billion) was offset by interrgderating assistance.

Material expenses rose by 38.37% relative to thee h@eriod, primarily due to the scheduled
maintenance of tractive and hauled vehicles. Tihedued refurbishment and maintenance of
the assets that are essential for the continuechtvpe of the Children’s Railway.

Personnel expenses rose by 1.48% relative to e feriod.
The sum of the depreciation charge and other exgamnas on a par with the base-period figure.

In 2016, in accordance with the requirements setrotine accounting policy, provisions of HUF
55 million were set aside for the major repair vgoda 8 sightseeing coaches scheduled for the
years 2017-20109.

The condition of the rolling stock developed asdwk in the reporting year:

* QOut of 6 diesel locomotives, 5 were fit for unliedtuse in daily operations and 1 locomotive
was permanently unfit for service.

* The procedure for the main inspection of 4 narr@augge coaches, launched in the spring of
2014, was completed; the contract signing tookeplac2015. An additional 4 coaches were
included in the main inspection; these are usetheyChildren’s Railway on a daily basis all
year round. The return of the first two coachedofing performance of the works is
expected to take place in May 2017.

* A procedure was initiated for the signing of anesgnent relating to performance of the
heating modernisation works at the shunting yard.

* The work relating to the inspection, maintenance eomprehensive overhaul of the track
structure, control hut, electrical and drive systefrthe turntable, originally installed and
commissioned in Bvdsvaolgy in 1954, was completed.

83/96



MAV Hungarian State Railways Private Company Limitdy Shares

The Government, in its resolution number 1803/204B.20.) on the provision of funds for

special infrastructure development investmentsntgca HUF 10 billion in support for narrow-
gauge railway developments under Section 101/A@fgdiment Decree 368/2011 (XI11.31.) on
implementation of the act on public finance.

Traction operations indicators are presented irfdhewing table:

| 2015 2016
tem train km no. of trains | train km | no. of trains
Children’s Railway 66 864 5970 709506 334

Table 88: Children’s Railway - traction operatiamgicators

The number of paying passengers on the ChildreaisvBy rose by 15.74% relative to the base
year, while gross revenues from fares showed growgh57%.

The growth is attributable to the following causts number of passengers travelling with a
full price ticket increased by 16.01% comparedhe previous year, and the number of those
travelling with a concession ticket rose by 15.09%us the increase in the number of paying
passengers was accompanied by an increase inttheveaue from sales.

The passenger volume of the nostalgia trains riosesa six-fold compared to the base year.

The number of passengers under the age of 6 ydeardravel free of charge took place through
the use of registration tickets again in 2016. Thenber of these was 31 thousand in the base
year, and 33 thousand in the reporting year, dt5Pb.of the number of paying passengers.

The revenues received from related parties andctists and expenses payable to them in
connection with passenger transport are preseftedach related party, in the table below:

Figures in MHUF

Revenues Costs and expenses
Financial Material |Other and Total
Net sales Total and financial Total
Related company and other .| costs and
revenue revenues | personnel| expenditu
revenues expenses
expenses res
020 - MAV VAGON Kit. 0 0 0 17 ¢ 17 -1
138 - MAV Szolgéltaté Kdzpont Zrt. 0 0 0 19 0 19 19
180 - MAV-START Zrt. 0 C ( 11 D 11 -11
Total 0 0 0 47 0 47 a7

Table 89: Related party balances related to relgoridic passenger transport services
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IV.3 Other activity

The balance sheet, the profit and loss statembst,cash flow statement and the activity
statement of the central administration and sesvace presented in the following tables:

Figures in MHUF

S:)'a' 2015.12.31| 2016.12.31  Change
A NON-CURRENT ASSETS (l.+I1.+1l.) 224 997 225 65 660
. INTANGIBLE ASSETS (I./ 1.+_7.) 10 0 -10
1. Capitalised value of foundation and restruogur 0 0 0
2. Capitalised value of R&D 0 0 0
3 Intangible property rights 1 0 -1
3la of which: Managed state-owned intangjisieperty rights 0 0, 0
4, Intellectual properties 9 0 -9
4/a. of which: State owned intellectual prapeaken into asset management 0 0 0
5. Goodwill 0 0 0
6 Advances given for intangible assets 0 0 0
7. Value adjustment of intangible assets 0 0 0
1. TANGIBLE ASSETS (II./ 1.+_7.) 103 847 99 048 -4 794
1. Land and buildings and related intangible proyrights 19 127 19 604 477

of which: Managed state-owned real egiedperties and related intangible
1/a . 0 0 0
property rights
2. Technical equipment, machinery, vehicles 84 606 79 370 -5 236
2/a of which: Managed state-owned technicaigqgent, machinery and vehicles 0 0 0
3. Other fixtures, fittings and vehicles 1 1 0
4 Breeding stock 0 0 0
5 Capital projects, renovations 57 22 -3§
5/a. of which: Managed state-owned capital @ctg 0 0, 0
6. Advances given for capital projects 51 51 [0
7 Value adjustment of tangible assets 0 0 0

. FINANCIAL INVESTMENTS (lll./ 1.+_10.) 121 140 126 604 5464
1 Long-term investments in related companies 118 664 123 341 46717
2 Long-term loans to related companies 0 (o] 0
3 Significant permanent shareholding 0 805 805
4, Long-term loans given to significant relatedtjes 0 0 0
5. Other long-term investments 2 457 245
6 Long-term loans given to other related parties 0 0 0
7 Other long-term loans given 19 1] -18
8 Long-term debt securities 0 0 0
9. Value adjustment of financial investments 0 0 0
10. Valuation difference of fixed financial assets 0 0 0
B. Current assets (B./ L.+IL+Ill.+IV.+{et.) 69 711 58 065 -11 646
I, INVENTORIES (I/ 1.+_6.) 77, 14 -63
1. Raw materials 66 13 -53
1/a of which: Managed state-owned materials 0 0 0
2. Work in progress and semi-finished products 0 0 0
2/a of which: Managed state-owned WIP and senisfied products 0 0 0
3. Animals for breeding, fattening and other siveck 0 0 0
4. Finished products 0 0 0
4/a. of which: Managed state-owned finished prosluct 0 0, 0
5. Goods 11 1 -10
6 Advances given for inventories 0 0 0
1. RECEIVABLES (Il./ 1.+_8.) 49 356 46 083 -3 273
1 Receivables from the transportation of goausfeom services (accounts receivable) 105| 102 -3
2 Receivables from related companies 6 871 614 -722
3. Receivables from companies linked by virtuenajor participating interests 27 22 -
4. Receivables from other associated companies 0 0
5 Bills of exchange receivable 0 0 o)
6. Other receivables 3729 317 -550
6/a. of which: Receivables related to managate:owned assets 0 0 0
7. Valuation difference of receivables 0 0 0
8. Positive valuation difference of derivative tracons 0 0 0

Receivables from settlements with divisions 38 624 36 631 -1993

. SECURITIES (Ill./ 1.+_6.) 0 0 0
1 Investments in related companies 0 0 0
2 Significant shareholding 0 0 0
3 Other investments 0 0 0
4. Treasury shares, own quotas 0 0 0
5 Debt securities held for sale 0 0 0
6. Valuation difference of securities 0 0 0
V. LIQUID ASSETS (IV./ 1.+2.) 20 278 11 968 -8 310
1. Cash in hand, cheques 4 5 1
2 Bank deposits 20274 11963 -8 311
C. PREPAID EXPENSES AND ACCRUED INCOME (C./ 1.+2.+3.) 10 115 5 80: -4 312
1. Accrued income 1854 34 -1505
2. Prepaid costs and expenses 298 120 -17
3. Deferred expenses 7 963 5 33. -2 6209

TOTAL ASSETS (A.+B.+C.) 304 81§ 289 520 -15 298

Table 90: Asset side of the balance sheet for aitiesities
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Figures in MHUF

Siga' 2015.12.31| 2016.12.31 Change
D. Equity (D/ I.+_VII) 214 527 225176 10 649
. SHARE CAPITAL 16 312 16 312 0
of which: repurchased ownership share at nomimhaéva 0 0 0
1. SUBSCRIBED BUT UNPAID CAPITAL 0 0 0
Il CAPITAL RESERVE 96 25(Q 96 250 0
IV. RETAINED EARNINGS 86 584 99 757 13173
V. NON-DISTRIBUTABLE RESERVE 3579 220 -1371
VI. VALUATION RESERVE 0 0 0
1. Valuation reserve for value adjustment 0 0 0
2. Valuation reserve for fair value 0 0 0
VL. AFTER-TAX PROFIT/LOSS 11 802 10 649 -1153
E. Provisions (E/ 1+2+3) 16 587 13 720 -2 867
1. Provision for contingent liabilities 12 203 10 594 -1 609
2. Provision for future expenses 0 0 0
3. Other provisions 4 384 312 -1 258
F. LIABILITIES (F/ L.+Il.+IIL.) 71 052 48 301 -22 751
. SUBORDINATED LIABILITIES (F.l./ 1+2+3+4) 0 0 0
1. Subordinated liabilities to related companie 0 0 0
2. Subordinated liabilities to significant reddtparties 0 0 0
3. Subordinated liabilities to other relatedigs 0 0 0
4. Subordinated liabilities to other entities 0 0 0
1. LONG-TERM LIABILITIES (F.Il./ 1+_8) 36 953 27 312 -9 641
1. Long-term borrowings 0 0 0
2. Convertible and contingent convertible nd 0 0 0
3. Debts from issue of bonds 0 0 0
4. Investment and development credits 35141 27 165 -7 976
5. Other long-term credits 1 647, q -1 647
6 Long-term liabilities to related companies 0 0 0
7. Long-term liabilities to significant relatparties 0 0 0
8. Long-term liabilities to other related peast 0 0 0
9. Other long-term liabilities 165 147 -18
9./a of which: Liabilities related to mardgstate-owned assets 0 0 0
M. SHORT-TERM LIABILITIES (F.IIl./ 1+_10+Uet) 34 099 20 989 -13 11
1. Short-term borrowings 0 0 0
1/a of which: convertible bonds 0 0 0
2 Short-term loans 23 351 9 388 -13 963
3. Advances received from customer 44, 27| -17
4. Liabilities from the transportation of goaatsd from services (acco 4 300 3162 -1138
5 Bills of exchange payable 0 0 0
6 Current liabilities to related companies 2 807 3039 23p
7. Short-term liabilities to significant redat parties 1 88 87
8. Short-term liabilities to other related past 0 0 0
9. Other short-term liabilities 3596 5285 1689
9./a of which: Liabilities related to managedte-owned assets 0 1201 1201
10. Valuation difference of liabilities 0 0 0
11. Negative valuation difference of derivatiransactions 0 0 0
Debts from settlements with divisions 0 0 0
G. Accrued expenses and deferred income (G./ 1+2+3) 2 652 232 -320
1. Prepaid income 384 403 19
2 Accrued expenses 94 345 25]
3 Deferred income 2174 1575 -599
TOTAL LIABILITIES (D.+E.+F.+G.) 304 81¢ 289 520 -15 298

Table 91: Equity and liabilities side of the baksbeet for other activities
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Figures in MHUF

Line Description 2015.12.31 2016.12.31 Change
.01. Net domestic sales revenues 12 908 12 662 -246
.02. Net export sales revenues 5 2 -3
1. Net sales revenues (01+02) 12 913 12 664 -249
I/A1. |Internal revenues from passenger transp®5(5,597,1) 0 0 0
I/A2. |Internal revenues from engineering service35,2;597,2) 0 0 0
I/A3. |Internal revenues from central services (83%95,5;597,3;597,5) 0 0 0
I/A4. |Internal revenues from rail track service9%%;597,4) 0 0 0
I/A5. |Revenues from direct internal services (593,2 1 33 32
I/A6. |Revenue from central control (597.9) 3610 1312 -2 298
/A Total internal revenue settled: 3611 134 -2 266
.03. Change in self-manufactured inventories 912 0 -912
.04. Capitalised value of self-manufacturecss 70 45 -25
1l Capitalised value of own performance (03+04) 982 45 -937
M. Other revenues 10 988§ 727 -3718
of which: impairment reversed (962,1-962,2) 90 12 -78
Total operating yields: 28 494 21324 -7 170
.05. Material costs 850 35 -81¢8
.06. Value of services used 2854 1862 -99p
.07. Value of other services used 227 189 -3
.08. Cost of goods sold 1075 70 -1 005
.09. Value of sold (intermediated) services 1271 141 145
V. Material expenditures (05+06+07+08+09) 6 277 3572 -2 705
IV/A1. [Internal costs of passenger transport (5%86,1) 0 0 0
IV/A2. [Internal costs of engineering services (29896,2;598) 0 0 0
IV/A3. [Internal costs of central services (594,339596,3;596,5) 750 0 -750
IV/A4. |Internal costs of rail track services (59%596,4) 0 11 11
IV/A5. |Costs of direct internal services (593,1) -1 3 4
IV/A6. |[Costs of central administration and propearignagement (596,9) 93 21 {72
IV/A  [Total internal expenditures settled: 842 35 -807
.10. Wages 1269 104 -22p
1. Other payments to personnel 266 450 184
12. Wage-related contributions 447 433 -14
V. Payments to personnel (10.+11.+12.) 1982 192 -59
VI. Depreciation 5437 538 -54
VII. Other expenditures 3 337 3444 10p
of which: impairment (-862) 352 104 -24
Total operating expenses: 17 875 14 357 -3518
A. BUSINESS PROFIT/LOSS (I.+l/A+1L+IIL.-IV-IV/A-V-V  1-VII) 10 619 6 967 -3 652
13. Dividends, profit share received 2282 707 -1575
Of which: received from related companies 1428 15 -1413
14. Gain on sale of investments 0 0 0
Of which: received from related companies 0 0 0
.15. Revenues from and gains on financial imaesits (from securities and loans) 0 0 0
Of which: received from related companies 0 0 0
.16. Other interest received (due) and siniil@ome 418 243 -17
Of which: received from related companies 53 46 -7
17. Other financial revenues 706 346 -36
Of which: valuation difference 0 0 0
VIII. ncome from financial transactions (13+14+15+16+17) 3 406 129 -2 110
.18. Expenses of and losses on investments 0 0 0
of which: provided to related companies 0 0 0
.19. Expenses of and losses on financial invests (securities and loans) 0 0 0
Of which: provided to related companies 0 0 0
.20 Interest payable (paid) and similar expsnse 896 440 -45¢
Of which: provided to related companies 21 15 -6
.21. Impairment of investments, long-term logiven, securities and bank deposits 732 -5/502 77
22. Other expenses of financial transactions 2 059 267 617
Of which: valuation difference 0 0 0
1X. Financial expenses (18.+19.+20.+21.+22.) 2223 -2 38 -4 609
B. FINANCIAL PROFIT/LOSS (VIII-IX) 1183 3682 2499
C. PRE-TAX PROFIT/LOSS (+A+B) 11 802 10 649 -1 153
X. TAX LIABILITY 0 0 0
D. PROFIT OR LOSS AFTER TAX (+C-X) 11 802 10 649 -1 153

Table 92: Profit and loss statement of other dEtwi
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Figures in MHUF

Nr. Description 2015 2016.
1. Change in cash from ordinary business activity g@rating cash-flow, 1-17) 18 134 14511
1. Pre-tax profit/loss (&) 11 802 10 649
Assumed liabilities -7 125 0
deferral of interest related to assunnellity 59 0
amounts received free of charge 0 0
amounts granted free of charge, expensed 180 183
dividend received -2 282 -707
amount realised in excess of the boolkevafdoan given 0 0
deferred dividend 1428 [0
profit/loss from changes in investments -642 0
surplus non-current assets 0 0
non-realised exchange rate differencequid assets 0 0
2. Previous years’ profit/loss 0 0
3. Revaluation of loans and investments -526 -308
4. Ordinary depreciation charge + 5 437 538
4/a. | Depreciation charge on previous year 0 0
5. Recognised impairment, scrapping, shortage amdsal + 263 -5 41(
6. Changes in provisions + -469 -2 867
7. Non-current asset disposals + -887 -1 701
8. Change in liabilities related to managed stateemassets 0 0
9. Movements in creditors * -2 437 -113
10. Movements in other short-term liabilities + -8 723 199
10/a. | Movements in balance of business line oparstio 0 3195
11. Movements in accruals + -2 299 -332
11/a. | Released deferred income related to assé&raetit 6 3
11/b. | Accrued income associated with fixed asseatsived without compensation 0 0
12. | Movements in debtors + 701 -55
13. Current asset movements (less debtors and kgsielts) + 3263 1314
14. | Movements in prepayments and accrued income + 20 385 4312
15. Corporate income tax payable - 0 0
16. | Dividend and share payable - 0 0
17. Liguid assets assumed through merger as ofdekimeet date 0 0
1. Change in liquid assets from investing activitsg(Lines 18-21) 1291 603
18. | Non-current asset additions - -2 806 -2 69
19. Non-current asset disposals + 3243 2589
20. | Capital withdrawn from existing investment (sdkzy) 0 0
21. | Dividend received + 854 707
Il Change in cash from financial transactions (Fiancing cash-flow, lines 22-32) -14 767 -23 424
22. Revenues from the issue of shares (capitaliadjlit 0 0
23. | Proceeds from issue of bonds and debt secutities 0 0
24. Borrowings + 0 0
25. | Repayment, cancellation and redemption of I@emgatltoans and bank deposits + 167 93
26. | Amounts received free of charge + 0 0
27. | Redemption of shares, capital reduction - 0 0
28. Bond redemption - 0 0
29. Loan repayment - -14 727 -23278
30. Long-term loans and bank deposits + 0 -39
31. | Amounts transferred free of charge - -180 -183
32. Change in liabilities towards the owners anditirer long term liabilities -27 -17|
\2 Cash flow (1.+11.+l11.) 4 658 -8 310
33. | Non-realised exchange rate difference on ligegbts 0 0
V. Change in cash and cash equivalents (IV.+33.) 4 658 -8 31C

Table 93: Cash-flow statement of other activitiezséd on the Central general ledger)

88/96



MAV Hungarian State Railways Private Company Limitdy Shares

The activity statement of other activities is prease below:

Figures in THUF

. . Base year Reporting year
Line Description 2015 2016
1| Net sales revenue 12912 635 12 663 974
of which: fee revenue 12912 635 12 663 974
of which: ticket-price subsidies 0 0
paid by government 0 0
2| Internal revenues 3611 28( 1344 835
3| Capitalised value of own performance 982 371 44 998
4| Other income 3938773 7270014
of which: government compensation 0 0
of which: government subsidy 644 960 609 440
5| OPERATING GAINS TOTAL 21 445 059 21323821
6| Material expenses 6 276 84¢ 3572075
of which: infrastructure charge 0 0
7| Internal expenses 842 13¢ 34772
of which: network access 0 0
of which: traction 0 0
of which: other railway services -984 2 69¢
of which: central services 749 72¢ 32074
of which: central control 93 394 C
8| Payments to personnel 1982 159 1923 147
9| Depreciation charge 5437 249 5 383 285
10| Other expenditure 3276179 3443 831
11| OPERATING EXPENSES TOTAL 17 814 573 14 357 110
12| OPERATING PROFIT 3 630 486 6 966 711
13| Financial gains 3405913 1296 608
14| Financial expenses 2313429 -2 385 859
15| FINANCIAL LOSS 1092 484 3682 46]7
16| Extraordinary revenues 7 140 26¢ 0
of which: government subsidy 7 128 454 0
17| Extraordinary expenses 61 082 q
18| PROFIT ON EXTRAORDINARY EVENTS 7 079 185 C
19| Tax liability 0 0
201 AFTER-TAX PROFIT/LOSS 11 802 154 10649 178

Table 94: Other activities

The most significant items of other activity perfd by MAV Zrt. are company and group
governance, the leasing out of rolling stock, sdition of land and properties, the sale of
inventories and other services.

MAV Zrt's other activities generated a profit. THecrease relative to the previous year’s profit
was due partly to the HUF 3.7 billion fall in openg expenses, which was slightly less than the
drop in operating yields, and partly to the inceeasthe profit from financial transactions (HUF
+2.6 billion), which was effectively a consequermfethe change in the rules on dividend
payment and the increase in reversed impairmeshareholdings, securities and bank deposits,
relative to the base year.
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The main components of the net sales revenue dodl@ss:
Figures in HUF bn

Activity Year 2015 Year 2016
Materials sold, inventory management 1.2 0.2
Rail vehicle lease 8.5 9.2
Property lease and management 1.9 2.0
Other services (human, training, accounting andratbntral services) 1.3 1.3
Total | 129 127

Table 95: Main components of net sales revenue dribier activities

The most significant factors in the decrease wadtlF 1 billion drop in revenue from material
sales and inventory management services. The fadl partly offset by the HUF 0.7 billion
growth in revenue from the leasing out of rollingck.

The cause of the decline in materials sales anéniovy management revenues was the
outsourcing of most of the procurement and invegnteanagement of general materials to MAV
SZK Zrt. In 2016 primarily general materials on @mory were sold (HUF 47 M) to the above
mentioned company taking over the supply task,amnection with the change relating to the
procurement and management of such materials. ditiaa to the above, HUF 73 million
resulted from the sale of waste.

The sales revenue from the multiple-unit trainséeato MAV-START Zrt. rose by HUF 0.7
billion due to a change in the prime cost serviaghe basis for calculation of the leasing fees.
The main components of the prime cost changed llsvy exchange rate loss realised due to
the servicing of loans rose by HUF 1.3 billion, tghthe paid loan interest and the ordinary
depreciation of the leased-out multiple-unit tradecreased by HUF 0.5 billion and HUF 0.1
billion respectively.

The revenue from property letting, which includes pass-through utility fees and the revenue
from operation, was on a par with the base petio@016 the letting and operation of properties
generated sales revenue of HUF 2 billion.

The most significant components of net sales rewdram other services are: the pass-through
maintenance costs and insurance premiums for tHeépiaeunit trains leased by MAV-START
Zrt (HUF 1 billion), and the license and technoldgg paid by VAMAV Vasluti Berendezések
Kft. (HUF 0.1 billion).

Internal revenues per activity:
Figures in HUF bn

Year Year

Internal activity 2015 2016
Central administration 3.6 1.3
Total 3.6 1.3

Table 96: Internal revenues per activity

The internal revenue from other activities was ddvam 2015. The decrease in revenue from
services provided internally was caused by the ralssef internal revenue related to central
management activity, as a result of the organisatiohanges. With effect from 1 January 2016
asset management activity, in terms of organisati@tructure, became a part of railtrack
operations. In the reporting year, within the sapbe activities, direct internal costs and

90/96



MAV Hungarian State Railways Private Company Limitdy Shares

revenues of services provided and settled betwesargl ledger units must be accounted for on
a net basis, in order to avoid the accumulatiooosts and revenues within the division.

The most significant other gains items in the répgrperiod were:

» the revenue from the sale of own intangible assatsHUF 2.6 billion (HUF +1.3 billion) in
2016;

» the utilisation of provisions in 2016 was HUF 3.iMlidn, of which HUF 0.6 billion was
released from the provisions set aside for litigimases (HUF +0.3 billion), and HUF 0.8
billion from the provisions set aside for annuigyment liabilities (HUF +0.3 billion);

» following the review of environmental protectiorska to be performed, provisions of HUF
0.5 billion were released in the reporting yead BtJF 0.1 billion in the base year;

» the utilisation of provisions for unrealised excparnosses on investment loans was HUF 1.3
billion in 2016;

* gains from amounts released from accrued debtsveargoy government in line with the
depreciation of the underlying leased-out railc&gF 0.5 billion in both the reporting year
and the base year, stated as extraordinary gaireibase year.

Material expenses decreased relative to the bage Hee most significant items in 2016:

« The recognised material costs are lower than irb#se year, due to the specialised railtrack
materials used.

e The value of services used decreased in compatastire base period. The decline was due
to property utilisation costs, as this activity @aro be performed by MAV Zrt. itself
following the absorption of MAV Létesitményilizemeiteds Vasiir Kft. Property rental
expenses also decreased by HUF 0.1 billion. Ofstheices that were outsourced to MAV
SZK Zrt., the cost of accounting services droppg¢HF 0.4 billion.

« The most significant items among services usetdarreéporting year: rent on properties HUF
0.7 billion, facility management HUF 0.3 billion,n@& procurement and inventory
management services HUF 0.2 billion.

+ The HUF 1 billion drop in the cost of goods soldnpared to the base year resulted from the
outsourcing of the management of general mataowaidAV Szolgaltaté Kézpont Zrt.

Internal expenses related to other activities id&@nainly derived from the use of central
management services, which decreased in comparisorthe base period due to the
organisational changes already described.

The decrease in payments to personnel is essgrdiftlibutable to organisational changes and
the related payments to personnel. The impactehdadcount reduction was moderated by the
wage increase carried out in the reporting year.

The cost of the depreciation charge related toradbgvities was related predominantly to the
deprecation of the rolling stock, which was atshene level as in the base year.

The most significant items among other expenses vilee expense recognised due to the
derecognition of own tangible assets sold (HUF H0ll®on), as well as the default interest paid
by inland partners and the assumed liabilities (HW®2 billion and HUF 0.2 billion
respectively); but the provisions set aside fagibius cases decreased relative to the base year
(HUF -0.3 billion) and the impairment in receivabkso decreased (HUF -0.2 billion).

The HUF 707 million stated under dividend receivedhe reporting year relates to the year
2015. In 2016 dividend revenue originated from ¢benpanies VAMAYV Vasuti Berendezések
Kft. (HUF 595 million), MAV-THERMIT Kft. (HUF 94 milion), MAV NOSZTALGIA Kft.
(HUF 15 million) and HIT Rail b.v. (HUF 3 million).
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Additional components of the decrease: interest iatetest-type income received (HUF -0.2
billion) and the exchange rate gain resulting fribra year-end revaluation of receivables and
liabilities (HUF -0.3 billion).

Among the financial expenses recognised under atbtvities in 2016, in the reporting year

HUF 5.5 billion in impairment on the shareholdimgMAV-START Zrt. was reversed, as the

Company expects a persistently positive after-tasfitp In contrast to the base year, no
impairment was recognised in the reporting yearth®@fexpenses of financial transactions, HUF
0.4 billion was interest paid on investment, ogagaand other loans, while HUF 2.7 billion was

the exchange rate loss related to the servicingeoinvestment loans.

In the case of other activities, the revenues veckfrom related parties, and the costs incurred
in connection with them, are presented in the thblew separately for each related party:

Figures in MHUF

Revenues Costs and expenses
Net sales Financial and Total Material and O.t her gnd Total costs Total
Related company other personnel financial
revenue revenues . and expenses
revenues expenses | expenditures
015 - MAV NOSZTALGIA Kit. 14 21 35 2 P 1 31
020 - MAV VAGON Kit. 2 2| 4 Q a [0 4
101 - MAV FKG KFT 47 2] 74 3 0 B 71
131 - MAV KFV Kit. 1 0 1 6 2 & -7
138 - MAV Szolgaltaté Kézpont Zrt. 673 16 689 455 2 457 223
179 - ZAHONY-PORT 2rt. L L 2 5 o] 1 1
180 - MAV-START Zrt. 11,073 8r 11,155 1,242 -5,497 -4,255 15,410
Total 11,811 149 11,960 1,709 -5,491 -3,7182 15,742

Table 97: Related party balances (revenues anchditpees) related to other activities

The effect of the asset settlement and the relatedpensation in 2016 is presented in the
following table:

Figures in MHUF

Reduction in Capital Change in Settlement of registered Increase of capital
asset value reserve capital reserve capital increase reserve resulting Total compensation
Description resulting from correction resulting from resulting from from compensation for asset settlement
asset settlementresulting from asset settlement compensation for asset for asset settlement (F=D+E=C)
(A) separation (B) (C=A+B) settlement (D) (E)
VUNSZ Il Gyérgytarlé asset transfer 0
in 2016
Release of revenue deferred because 0 0 0 0 [0}
of VUNSZ Ill Gyérgytarl6 asset 0
handover in 2016
NIF asset transfer (VUSZ IV) in 2016 835
Release of revenue deferred because
of NIF asset handover (VUSZ IV) in -3 832 0 0 0 0
2016
NIF asset transfer (VUSZ V) in 2016 352
Release of revenue defef_red bet;ause 352 0 0 o 0
of NIF asset handover (VUSZ V) in 0
2016
VUNSZ VI Eger 2016 23
Release of deferred income due to 0 2 25 0 25 25
VUNSZ VI Eger handover in 2016
Total: 1207 -1182 25 0 25 25

Table 98: Effect of the asset seﬁlement on theaaalL
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IV.4 Other disclosures relating to the separation of activities

The average annual statistical headcount (numbpersons) by activity in the reporting year is

shown in the table below:

Headcount

Activity (persons)
Railtrack operations 18,83¢
Passenger transport 9
Other activities 120
MAV Zrt. total 18,967

Table 99: Average annual statistical headcounthyity in the reporting year

Subsidies used for operations broken down byditepresented in the table below:
Figures in MHUF

Other subsidies accounted as revenues

Description Rail track operation) Passenger transport tHer activities MAV ZRt. Total
Public service cost compensation 38 869 ¢ 38 869
Public service cost reimbursement - reasonablétprof 3650 Q [« 3650
Allowances used for own assets 275 0 83 35
Subsidies received to cover costs and expenditetaged to projects
; - 7 0 6 13
implemented from domestic funds
Phare aid used 8 0 2 10
Support for public employment 1370 Q ¢ 1370
Subsidies received to cover the costs and experithe Budapest-Belgrade 30 0 a 3a
rail projec
IKOP subsidies received to cover costs 122 0 Q 122
Other subsidies received as coverage for costs 19 0 0 19
Total government subsidies 44 350 0 91 44 441

Investment subsidies (state and EU)

Description Rail track operatior) Passenger transport tHer activities MAV ZRt. Total
Use of reimbursement for renovation related toswea ts, funds 21242 0 0 21 242
Use of reimbursement for renovation of assets oAV 3551 0 q 3551
Use of the reimbursement residual 7018 Q ¢ 7018
Refurbishment of railway bridges and steel struegur 394 0 Q 394
Development of Budapest-Belgrade railtrack 61 0 0 61
Service level improvement on railtrack no. 80 314 0 [0 314
Development of public transport in the Balaton oagproject (DDOP progr 66 0 0 6
KOZOP subsidy for the implementation of MAV Zrt affic safety projects 4 0 0 4
(preparatory project)
K(");OP/IKOP subsidy for the implementation of MAVZTraffic safety 135 a a 138
project
Electrification of railway line 2 Rakosrendez 5 0 0 5
KOZOP/IKOP subsidy for the implementation of “MAV{ZStation
development and integrated customer service devedapprogramme at 26 675 0 Q 675
locations'
Renovation of right track Nagyut-Mékeresztes-Memyarad
(KOZOP/IKOP! 161 9 { 16
IKOP preparatory project 2014 -6 0 0 -6
Reinforcement of the Balatonkenese - Balatonakex atievated shore wall
(Reducing the danger of collapse and slippagee$tore walls) (KDOP 7 0 0 7l
progr.)
Creation of the Child Victims of the Holocaust Merab- European
Educational Cent: 159 9 { 15
Consolidation of infra“structure and rolling stockimenance SW and IT 751 a a 751
application (INKA) (KOZOP)
Investment subsidies in total 34 537 0 0 34 537

Table 100: Subsidies used for operations by title
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Accumulations due to the per-activity breakdownesented in the table below:
Figures in MHUF

Internal services
Activities to which expenses -
. . . Other activities
and revenues of internal Rail track operation | - |
services are allocated : Central serw.ces Corporate gover.nance Total
cost income cost income cost income

Rail track operation 0 -412 430 1289 0 1 307
Regional passenger transport 401 0 0 -40 2 0] 3
Other activities 11 0 0 -30 ¢ -1291 -1 310
Total: 412 -412 430 -43 1291 -1291 0

Table 101: Accumulation due to the per-activityaiown

The columns refer to internal services (broken ddwntype), while the rows refer to the
separable activities that use the internal serviths values displayed in the table show the net
profit/loss achieved by the separable activitiesratation to the individual service types.
(Negative figures represent an internal profit, @oditive figures an internal loss.) The internal
losses and internal profits match each other (ted line shows a value of 0, and the profits and
losses for each respective service are of the samoeint). The figures in the Total column show
the balance of the internal profits and internabks of the separated activities (net impact of the
interest services on the division’s profit/loss).

The railtrack operation and regional passengerspran activity shows an internal loss overall
(positive value in the total column).

Other activities (central services and corporateegoance) show an internal profit overall
(negative value in the total column).
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