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PKP CARGO GROUP QUARTERLY CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
FOR THE PERIOD OF 9 MONTHS ENDED 30 SEPTEMBER 2016

PREPARED IN ACCORDANCE WITH IFRS EU (IN PLN THOUSAND) @ pl(PCARGO

(translation of a document originally issued in Polish)

QUARTERLY CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
FOR THE PERIOD FROM 1 JANUARY 2016 TO 30 SEPTEMBER 2016
9 months 3 months 9 months 3 months
ended ended ended ended
30/09/2016 30/09/2016 30/09/2015 30/09/2015

(unaudited) (unaudited) (restated*) (restated*)
PLN thousand PLN thousand PLN thousand PLN thousand

Revenue from sales of services and finished

goods 5 3165 891 1077038 3083 886 1187 347
Revenue from sales of goods and materials 22 439 8 834 25512 7 838
Other operating revenue 7.1 25 444 4893 171 153 15193
Total operating revenue 3213774 1090 765 3280551 1210378
E)(;g(raimatlon / amortization and impairment 6.1 470 290 146 152 337 922 127 320
Consumption of raw materials and energy 6.2 492 217 165 664 489 351 182 395
External services 6.3 1157 484 383 358 1015 163 407 635
Taxes and charges 29 386 11 088 28 169 10 805
Employee benefits 6.4 1105 746 352 754 1 058 305 363 176
Other expenses by kind 6.5 39076 12 786 36921 15 390
Cost of merchandise and raw materials sold 17 341 5425 19 092 6 697
Other operating expenses 7.2 88 498 5 659 22 823 4990
Total operating expenses 3400 038 1082 886 3007 746 1118408
Profit / (loss) on operating activities (186 264) 7879 272 805 91 970
Financial revenue 8.1 1011 237 9 455 78
Financial expenses 8.2 46 220 8 302 42 280 15918
Share in the profit / (loss) of entities

accounted for under the equity method 12 2597 595 3572 90
Result on sale of entities accounted . . 1865 )
for under the equity method

Profit / (loss) before tax (228 876) 409 245 417 76 220
Income tax expense 9.1 (28 627) 6 069 18 912 12 235
NET PROFIT / (LOSS) (200 249) (5 660) 226 505 63 985

(*) restatement of comparative data has been described in Note 4 to these Quarterly Condensed Consolidated Financial Statements
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QUARTERLY CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
FOR THE PERIOD FROM 1 JANUARY 2016 TO 30 SEPTEMBER 2016 (continued)

9 months 3 months 9 months 3 months
ended ended ended ended

30/09/2016 30/09/2016 30/09/2015 30/09/2015
(unaudited) (unaudited) (restated*) (restated*)

PLN thousand PLN thousand PLN thousand PLN thousand

NET PROFIT / (LOSS) (200 249) (5 660) 226 505 63 985

Other comprehensive income
Other comprehensive income that will be

reclassified to profit or loss in subsequent 13821 (10 901) 24 102 9166
periods:
Effective portion of changes in fair value
o 4538 8 154 510 (1 258)
of cash flow hedging instruments
Income tax on other comprehensive income 9.2 (862) (1 549) 97) 239
Foreign exchange differences on translation
Ce o . 10 145 (17 506) 23 689 10 185
of subsidiaries’ financial statements
Other comprehensive income that will
" . , - - 53 764 -
not be reclassified to profit or loss:
Actuarial gains / (losses) on post- - 66 375
employment benefits i i
Income tax on other comprehensive income 9.2 - i (12 611) -
Other comprehensive income 13821 (10 901) 77 866 9166
TOTAL COMPREHENSIVE INCOME (186 428) (16 561) 304 371 73 151

Net profit / (loss) attributable to:
Shareholders of the Parent Company (200 249) (5 660) 226 648 63 985

Non-controlling interests - (143) -
(200 249) (5 660) 226 505 63 985

Total comprehensive income / (loss) attributable

to:

Shareholders of the Parent Company (186 428) (16 561) 304 514 73151

Non-controlling interests - - (143) -
(186 428) (16 561) 304 371 73 151

Earnings per share

(PLN per share)

Earnings per share on operations (basic): 20.1 (4,47) (0,13) 5,06 1,43

Earnings per share on operations (diluted): 20.2 (4,47) (0,13) 5,06 1,43

(*) restatement of comparative data has been described in Note 4 to these Quarterly Condensed Consolidated Financial Statements
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QUARTERLY CONSOLIDATED STATEMENT OF FINANCIAL POSITION
PREPARED AS AT 30 SEPTEMBER 2016

As at As at As at
30/09/2016 31/12/2015 30/09/2015
(unaudited) (audited) (restated?)
PLN thousand PLN thousand PLN thousand
ASSETS
Non-current assets
Property, plant and equipment 10 4723 301 4719748 4898 970
Intangible assets 57 421 66 437 67 519
Goodwill - - 2712
Investment properties 1270 1309 1323
Imn\é(ta;ct)gents accounted for under the equity 12 40 325 39 831 38 952
Trade and other receivables 16 2614 5074 4962
Other long-term financial assets 13 10 003 9849 9797
Other long-term non-financial assets 14 21149 32 666 21 158
Deferred tax assets 9.3 121 088 104 587 60 301
Total non-current assets 4977 171 4979 501 5105 694
Current assets
Inventories 15 124 856 128 513 131 838
Trade and other receivables 16 651 111 664 321 748 740
Income tax receivables 2831 2748 3806
Other short-term financial assets 13 6 975 4 046 6 545
Other short-term non-financial assets 14 23536 13281 39973
Cash and cash equivalents 17 166 922 276 191 144 507
976 231 1089 100 1075 409
Non-current assets classified as held for sale 18 6 000 44 061 65 340
Total current assets 982 231 1133161 1140749
Total assets 5959 402 6112 662 6 246 443

(*) restatement of comparative data has been described in Note 4 to these Quarterly Condensed Consolidated Financial Statements
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QUARTERLY CONSOLIDATED STATEMENT OF FINANCIAL POSITION
PREPARED AS AT 30 SEPTEMBER 2016 (continued)

As at As at As at
30/09/2016 31/12/2015 30/09/2015

(unaudited) (audited) (restated?)
PLN thousand PLN thousand PLN thousand

EQUITY AND LIABILITIES

Equity

Share capital 19.1 2 239 346 2 239 346 2 239 346
Share premium 618 531 619 407 619 407
Other items of equity 897 (2779) 5 560

Foreign exchange differences on translation

coo . 41 645 31 500 23 689
of subsidiaries’ financial statements
Retained earnings 267 019 466 392 661 486
Equity attributable to the shareholders of the
Parent Company 3167 438 3353 866 3549488
Total equity 3167 438 3353 866 3549488
Non-current liabilities
Long-term bank loans and credit facilities 21 769 780 460 577 463 166
L(_)ng-term flnanugl lease liabilities and leases 23 149 277 193 500 212 530
with purchase option
Long-term trade and other payables 24 4039 25953 36 367
Long-term provisions for employee benefits 25 593 495 603 621 556 910
Other long-term provisions 26 28 067 28 886 24 197
Other long-term financial liabilities 22 - 155 198 148 994
Deferred tax provision 9.3 105116 118 353 115 834
Non-current liabilities 1649774 1 586 088 1557 998

Current liabilities
Short-term bank loans and credit facilities 21 194 783 253 592 279 640
Short-term finance lease liabilities and leases

with purchase option 23 67 115 65 416 73983
Short-term trade and other payables 24 597 029 729 793 654 209
Short-term provisions for employee benefits 25 105 786 100 383 104 453
Other short-term provisions 26 16171 17 856 18 652
Other short-term financial liabilities 22 160 197 2174 5317
Current tax liabilities 1109 3494 2703
Total current liabilities 1142 190 1172708 1138 957
Total liabilities 2791 964 2 758 796 2 696 955
Total equity and liabilities 5959 402 6 112 662 6 246 443

(*) restatement of comparative data has been described in Note 4 to these Quarterly Condensed Consolidated Financial Statements
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QUARTERLY CONSOLIDATED STATEMENT OF CHANGES IN EQUITY FOR THE PERIOD FROM 1 JANUARY 2016 TO 30 SEPTEMBER 2016
Other items of equit

Foreign
exchange
differences on
Actuarial gains translation of Attributable Attributable to
(losses) on post- Changes in fair subsidiaries’ to shareholders non-
SHEC] employment  value of cash flow financial Retained of the Parent controlling
Share capital premium benefits hedge SEWEINENS earnings Company interests

PLN thousand PLN thousand PLN thousand PLN thousand PLNthousand PLN thousand PLN thousand PLN thousand PLN thousand

Balance as at 1/01/2016

(audited) 2 239 346 619 407 (3 880) 1101 31500 466 392 3 353 866 3 353 866
Net result for the period - - - - - (200 249) (200 249) (200 249)
Other net comprehensive ) ) i 3676 10 145 13 821 ) 13 821

income for the period

Total comprehensive income - - - 3676 10145 (200 249) (186 428) - (186 428)

Other changes in equity _ ) _ -
for the period (876) 876

Balance as at 30/09/2016
(unaudited)

2239 346 618 531 (3880) 4777 41 645 267 019 3167 438 3167 438

gﬂg‘i"tgg)""s at 1/01/2015 2 239 346 615 343 (46 986) (1631) - 525 721 3331793 63 500 3395 293

Net result for the period - - - - - 226 648 226 648 (143) 226 505
Other net comprehensive - - 53 764 413 23 689 - 77 866 - 77 866
income for the period
Total comprehensive income - - 53 764 413 23 689 226 648 304 514 (143) 304 371

Dividend payment - - - - - (110 176) (110 176) - (110 176)
Transactions with non-

controlling interests - - - - - 23 357 23 357 (63 357) (40 000)
Other changes in equity
for the period

Balance as at 30/09/2015
(restated®)

3 549 488 - 3 549 488

4 064 - - - (4 064)

2 239 346 619 407 6778 (1218) 23 689 661 486

(*) restatement of comparative data has been described in Note 4 to these Quarterly Condensed Consolidated Financial Statements
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QUARTERLY CONSOLIDATED STATEMENT OF CASH FLOWS

FOR THE PERIOD FROM 1 JANUARY 2016 TO 30 SEPTEMBER 2016 [INDIRECT METHOD)]

9 months ended
30/09/2016

(unaudited)
PLN thousand

9 months ended
30/09/2015
(restated*)

PLN thousand

Cash flows from operating activities

Profit (loss) / before tax (228 876) 245 417
Adjustments:

Deprecir?\tion of property, plaqt . . 6.1 434 875 337 579
and equipment and amortization of intangible assets

Impairment loss on non-current assets 6.1 35415 343
(Gain) / loss on disposal / liquidation of property, plant

and equipment, intangible assets and non-current assets (18) 1038
classified as held for sale

Foreign exchange (gain) / loss (616) (2 855)
(Gains) / losses on interest, dividends 22 617 17 220
Share in the (profit) / loss of entities accounted

for under the(gquit))/ method 12 (2597) (3572)
Result on sales of entities accounted for under - (1 865)
the equity method

Bargain purchase gain on acquisition of AWT - (137 779)
Other adjustments 5247 67 277
Changes in working capital:

(Increase) / decrease in trade and other receivables 13 450 (50 697)
(Increase) / decrease in inventories 5333 17 526
(Increase) / decrease in other assets (12 309) (8 680)
Increase / (decrease) in trade and other payables (129 761) 24 932
Increase / (decrease) in other financial liabilities 2825 6 032
Increase / (decrease) in provisions (7 228) (392 011)
Cash flows from operating activities 138 357 119 905
Interest received / (paid) (809) 372
Income taxes received / (paid) (5337) (9 245)
Net cash provided by operating activities 132 211 111 032

(*) restatement of comparative data has been described in Note 4 to these Quarterly Condensed Consolidated Financial Statements
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QUARTERLY CONSOLIDATED STATEMENT OF CASH FLOWS
FOR THE PERIOD FROM 1 JANUARY 2016 TO 30 SEPTEMBER 2016 [INDIRECT METHOD] (continued)

9 months ended 9 months ended
30/09/2016 30/09/2015

(unaudited) (restated*)
PLN thousand PLN thousand

Cash flows from investing activities

Acquisition of property, plant and equipment and intangible assets (438 319) (424 458)
Proceeds from sale of property, plant and equipment, intangible assets 8 235 2808
and non-current assets classified as held for sale

Acquisition of entities accounted for under the equity method - (1613)
Proceeds from the sale of entities accounted 3 2000
for under the equity method

Acquisition of other financial assets (111) -
Acquisition of subsidiary, net of cash acquired - (325 956)
Interest received 666 6 309
Dividends received 1768 1192
Proceeds from loans granted (131) -
Repayments of loans granted - 90
Inflows from bank deposits over 3 months 1152 299 836
Other proceeds from investing activities - 3469
Net cash provided by investing activities (426 740) (436 323)

Cash flows from financing activities

Payments of liabilities under finance lease (48 294) (108 013)
Payments of interest under lease agreement (6 635) (6 871)
Proceeds from credit facilities / loans received 468 055 398 268
Repayments of credit facilities / loans received (218 874) (81 047)
Interest on credit facilities / loans received (12 760) (10 953)
Grants received 5407 2833
Dividends paid to shareholders of the Parent Company - (110 176)
Transactions with non-controlling interests - (40 000)
Other inflows / (outflows) from financing activities (3173) (5 324)
Net cash provided by financing activities 183 726 38 717
Net increase / (decrease) in cash and cash equivalents (110 803) (286 574)
Opening balance of cash and cash equivalents 17 276 191 429 178
Effects of forelgn exchange glﬁerences on the balance 1534 1903
of cash denominated in foreign currency

Closing balance of cash and cash equivalents 17 166 922 144 507

(*) restatement of comparative data has been described in Note 4 to these Quarterly Condensed Consolidated Financial Statements
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EXPLANATORY NOTES TO THE QUARTERLY CONSOLIDATED FINANCIAL STATEMENTS
PREPARED AS AT 30 SEPTEMBER 2016

1. General information

1.1 Information on the Parent Company

PKP CARGO S.A. ("the Parent Company”) was formed based on a notarial deed dated 29 June 2001 (Repertory A No.
1287/2001). The Parent Company’s registered office is Warsaw, at Grojecka street no. 17. The Parent Company is registered
with the National Court Register at the District Court in Katowice, Business Division of the National Court Register, in number
KRS 0000027702. At present, due to a subsequent change in the Parent Company’s registered office, the Parent Company’s
records are kept by the Registration Court for the Capital City of Warsaw, Xll Business Division of the National Court Register.

The Parent Company has been assigned statistical identification number REGON 277586360, as well as tax identification
number NIP 954-23-81-960.

The financial year of the Parent Company and of the companies comprising the PKP CARGO Group is the calendar year.

At the date of preparation of these Quarterly Condensed Consolidated Financial Statements, the Parent Company’s
management and supervisory organs comprised:

Management Board:

Maciej Libiszewski - President of the Management Board

Arkadiusz Olewnik - Member of the Management Board in charge of Finances
Jarostaw Klasa - Member of the Management Board in charge of Operations
Grzegorz Fingas - Member of the Management Board in charge of Sales

Zenon Kozendra - Member of the Management Board — Employees Representative

Supervisory Board:

Mirostaw Pawtowski - Chairman of the Supervisory Board
Andrzej Wach - Vice-Chairman of the Supervisory Board
Raimondo Eggink - Member of the Supervisory Board

Jerzy Kleniewski - Member of the Supervisory Board
Czestaw Warsewicz - Member of the Supervisory Board
Matgorzata Kryszkiewicz - Member of the Supervisory Board

Zofia Dzik - Member of the Supervisory Board
Marek Podskalny - Member of the Supervisory Board
Krzysztof Czarnota - Member of the Supervisory Board
Tadeusz Stachaczynski - Member of the Supervisory Board

On 19 January 2016 the Parent Company’s Supervisory Board appointed Maciej Libiszewski to the position of President of the
Management Board. Maciej Libiszewski was nominated to the position of President of the Management Board by the Parent
Company’s shareholder — PKP S.A., based on a personal entitement resulting from § 14 par. 4 of the Statute. The
appointment was later confirmed by way of a recruitment proceeding for the position of President of the Management Board
conducted

by the Supervisory Board with the participation of a professional recruitment adviser.

On 24 February 2016 the following Members submitted their resignations from the Parent Company’s Management Board
effective immediately:

- Jacek Neska,

- Lukasz Hadys,

- Wojciech Derda.

On 31 March 2016 the Supervisory Board passed a resolution to appoint the following persons to the Parent Company’s
Management Board effective from 1 April 2016:

- Grzegorz Fingas,

- Arkadiusz Olewnik,

- Jarostaw Klasa.
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The mandates of the following Members of the Supervisory Board of the 5th term expired on 11 May 2016:
- Mirostaw Pawtowski,

- Kazimierz Jamrozik,

- Andrzej Wach,

- Stanistaw Knaflewski,

- Matgorzata Kryszkiewicz,

- Czestaw Warsewicz,

- Raimondo Eggink,

- Jerzy Kleniewski.

On 9 May 2016 the Parent Company’s shareholder - PKP S.A. informed of the appointment of the following persons to the
Supervisory Board effective from 11 May 2016:

- Mirostaw Pawtowski,

- Andrzej Wach,

- Matgorzata Kryszkiewicz,

- Czestaw Warsewicz,

- Jerzy Kleniewski.

The Ordinary General Meeting of 11 May 2016 passed a resolution to appoint the following persons to the Supervisory Board:
- Raimondo Eggink,
- Zofia Dzik.

The mandate of Dariusz Browarek, Member of the Management Board, Employees’ Representative, expired
on 11 May 2016.

On 20 May 2016 the Parent Company’s Supervisory Board appointed the following persons as employees’ representative
on the Supervisory Board:

- Krzysztof Czarnota,

- Marek Podskalny,

- Tadeusz Stachaczynski.

On 14 July 2016 the Supervisory Board passed a resolution to appoint Zenon Kozendra as employees’ representative on the
Parent Company’s Management Board effective from 14 July 2016.

The Parent Company’s shareholder’s structure as at 30 September 2016 was as follows:

Registered Number of % of share % of voting

office shares capital held rights
PKP S.A.® Warszawa 14 784 194 33,01% 33,01%
Nationale-Nederlanden OFE @ Warszawa 5771 555 12,89% 12,89%
MetLife OFE ® Warszawa 2494 938 5,57% 5,57%
Aviva OFE ¥ Warszawa 2338371 5,22% 5,22%
Other shareholders 19 397 859 43,31% 43,31%
Total 44786 917 100,00% 100,00%

@ As per notice sent by shareholder on 24 June 2014.

@ As per notice sent by shareholder on 12 November 2015.
@ As per notice sent by shareholder on 18 August 2016.

@ As per notice sent by shareholder on 13 August 2014.

On 16 March 2016 the Parent Company’s Management Board was notified by Morgan Stanley of a reduction by Morgan
Stanley of its holding to below 5% of total votes at the Parent Company’s general meeting. The reduction occurred as a result
of a sale of the Parent Company’s shares, performed on the Warsaw Stock Exchange on 10 March 2016.
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The company PKP S.A. is the parent company of PKP CARGO S.A. In accordance with the Parent Company’s statute, PKP
S.A. holds special personal entitlements, consisting of a right to appoint and dismiss Members of the Supervisory Board
at a number equal to half of the Supervisory Board plus one. PKP S.A. holds a personal entittement to appoint Chairman of
the Supervisory Board, as well as to set the number of Members of the Supervisory Board. In addition, if the percent of the
Parent Company’s share capital held by PKP S.A. equals to 50% or less, PKP S.A. holds a personal entittement to solely
designate candidates for the position of President of the Company’s Management Board. PKP S.A. holds these personal
entitlements whenever it owns at least 25% of the Parent Company’s share capital.

1.2 Information about the Group

As at the balance sheet date the PKP CARGO Group (hereinafter referred to as the Group) comprises PKP CARGO S.A.
as the Parent Company and 30 subsidiary companies. In addition, the Group has 6 associated companies and shares in 4
joint ventures.

On 28 May 2015 the Parent Company acquired from Mr. Zdenek Bakala and The Bakala Trust 80% of the shares of
Advanced World Transport B.V. with its registered office in Amsterdam (hereinafter referred to as AWT), which is the parent
company

of the AWT Group. Due to the moment at which control was acquired, the comparative data for the period of 9 months ended
30 September 2015 presented in the quarterly consolidated statement of comprehensive income, the quarterly consolidated
statement of changes in equity and the quarterly consolidated statement of cash flows include the financial data of the AWT
Group companies for the period of 4 months ended 30 September 2015.

Detailed information on the acquisition of AWT is presented in Note 6 to the Consolidated Financial Statements of the
PKP CARGO Group for the financial year ended 31 December 2015, prepared in accordance with International Financial
Reporting Standards endorsed by the European Union (“IFRS EU”). The fair value of the acquired net assets of AWT
determined provisionally as at the acquisition date has not changed.

Additional information about the subsidiaries is presented in Note 11 to these Quarterly Condensed Consolidated Financial
Statements.

The Group’s main area of activities is the rail transport of freight. In addition to the rail transport of freight, the Group provides
the following services:

a) intermodal services,

b) shipping services (domestic and international),

c) terminal services,

d) siding and track line services,

e) rolling stock maintenance and repair services

f)  reclamation services.

The duration of the companies comprising the Group is not limited, with the exception of companies in liquidation.

11
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1.3 Functional currency and presentation currency

These Quarterly Consolidated Financial Statements have been prepared in Polish zlotys (PLN). The Polish zloty
is the Parent Company’s functional and presentation currency. The data in the financial statements are presented in
thousands of Polish zlotys, unless presented with more accuracy in specific cases.

For consolidation purposes, the financial data of foreign companies have been translated into the Polish currency in the
following manner:
a) assets and liabilities at the exchange rate as at the end of the reporting period,

b) items of statement of comprehensive income and statement of cash flows at the average exchange rate in the given
reporting period, calculated as the mathematical average of the foreign exchange rates as at the last day of each month
in the given period.

Foreign exchange differences resulting from the above translation are recognized in equity as foreign exchange differences
on translation of subsidiaries’ financial statements.

The following exchange rates have been used to value the financial statements of subsidiaries covered by the consolidation:

Statement of financial position items Statement of comprehensive income items
Currency
As at 30/09/2016 As at 31/12/2015 2 rr;%%g?zggged o e /%tg;gl”s‘ied
(unaudited) (audited) :
(unaudited) (restated)

EUR 4,3120 4,2615 4,3736 4,1913
CzK 0,1596 0,1577 0,1616 0,1541
HUF 0,0139 0,0136 0,0140 0,0134

* rates translated for the period from 28 May 2015 to 30 September 2015
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2. Basis for the application of International Financial Reporting Standards
2.1 Statement of compliance

These Quarterly Condensed Consolidated Financial Statements have been prepared in accordance with International
Accounting Standard (IAS) 34 — Interim Financial Reporting ("IAS 34") and in accordance with the accounting standards
applicable to interim financial reporting endorsed by the European Union (IFRS EU’), published and binding during the
preparation of these Quarterly Condensed Consolidated Financial Statements, and in accordance with the Minister's of
Finance Decree of 19 February 2009 on the current and periodic information submitted by the issuers of securities and the
conditions for recognizing as equally valid the information required by the regulations of a state that is not a member state
(2014 Journal of Laws, item 133 with subsequent amendments) (“the Decree”).

These Quarterly Condensed Consolidated Financial Statements should be read in conjunction with the audited Consolidated
Financial Statements of the PKP CARGO Group for the financial year ended 31 December 2015, prepared in accordance with
IFRS EU.

These Quarterly Condensed Consolidated Financial Statements have been prepared on a going concern basis. At the date
of preparation of these Quarterly Condensed Consolidated Financial Statements no circumstances existed indicating a threat
to the Group’s ability to continue as a going concern for at least 12 months of the date of the financial statements.

These Quarterly Condensed Consolidated Financial Statements have been prepared on a historical cost basis, with the
exception of derivative financial instruments measured at fair value, liabilities relating to put option for non-controlling interests,
non-current assets classified as held for sale and financial assets listed in active markets.

These Quarterly Condensed Consolidated Financial Statements consist of a consolidated statement of comprehensive
income, consolidated statement of financial position, consolidated statement of changes in equity, consolidated statement of
cash flows and selected explanatory notes.

In the years 2015 — 2016 the Group discontinued no operations that would require disclosure in these Quarterly Condensed
Consolidated Financial Statements.

These Quarterly Condensed Consolidated Financial Statements were approved for publication by the Management Board
on 15 November 2016.

2.2 Status of EU endorsement of standards

The following changes to existing standards published by the International Accounting Standards Board and endorsed by the

EU became effective in 2016:

¢ Amendments to IFRS 11 “Joint Arrangements” entitled Accounting for Acquisitions of Interests — apply to annual
periods beginning on or after 1 January 2016.

e Amendments to IAS 16 "Property, Plant and Equipment” and IAS 41 "Agriculture” entitled Agriculture — Bearer
Plants — apply to annual periods beginning on or after 1 January 2016.

e Amendments to IAS 16 "Property, Plant and Equipment” and IAS 38 "Intangible Assets” entitled Clarification
of Accepted Methods of Depreciation and Amortization - apply to annual periods beginning on or after 1 January 2016.

e Amendments to International Financial Reporting Standards 2010-2012 (annual improvements to IFRS 2010-2012
contain 8 amendments to 7 standards, with corresponding changes to the remaining standards and interpretations) —
apply to periods beginning on or after 1 February 2015.

e Amendments to International Financial Reporting Standards 2012-2014 (annual improvements to IFRS 2012-2014
contain 4 amendments to standards, with corresponding changes to the remaining standards and interpretations) — apply
to periods beginning on or after 1 January 2016.

e Amendments to IAS 1 "Presentation of Financial Statements” entitled Disclosure Initiative — apply to periods
beginning on or after 1 January 2016.

e Amendments to IAS 19 “Employee Benefits” entitled Defined Benefit Plans: Employee Contributions — apply to periods
beginning on or after 1 February 2015.

The application of the above standards, interpretations and amendments to standards had no material effect on the Group’s
existing accounting policies.
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2.3 Standards and interpretations adopted by IASB, but not yet endorsed by the EU

At present, IFRS endorsed by the EU do not differ significantly from the regulations adopted by the International Accounting
Standards Board (IASB), with the exception of the following standards, amendments to standards and interpretations, which
had not been adopted for use as at 30 September 2016:

o IFRS 9 "Financial Instruments” — applicable to periods beginning on or after 1 January 2018.

o IFRS 14 "Regulatory Deferral Accounts” — applicable to annual periods beginning on or after 1 January 2016.

e |FRS 15 "Revenue from Contracts with Customers" — applicable to annual periods beginning on or after 1 January
2018.

e Clarifications to IFRS 15 "Revenue from Contracts with Customers" — applicable to annual periods beginning
on or after 1 January 2018.

¢ Amendments to IFRS 10 "Consolidated Financial Statements”, IFRS 12 “Disclosure of Interests in Other Entities”
and IAS 28 “Investments in Associates and Joint Ventures” entitled Investment Entities: Applying the Consolidation
Exception — applicable to periods beginning on or after 1 January 2016.

e |FRS 16 "Leases" - applicable to annual periods beginning on or after 1 January 2019.

e Amendments to IAS 7 "Statement of Cash Flows” entitled Disclosure Initiative — applicable to periods beginning
on 1 January 2017.

e Amendments to IAS 12 "Income Taxes” entitled Recognition of Deferred Tax Assets for Unrealized Losses — applicable
to periods beginning on 1 January 2017.

e Amendments to IFRS 2 "Share-based Payment" entitled Classification and Measurement of Share-based Payment
Transactions — applicable to periods beginning on 1 January 2018.

e Amendments to IFRS 4 "Insurance Contracts" entitled Applying IFRS 9 "Financial Instruments” with IFRS 4 "Insurance
Contracts" — applicable to periods beginning on 1 January 2018.

The Group is analyzing the effect on its accounting policies of the published IFRS 9 “Financial Instruments”, IFRS 15
“Revenue from Contracts with Customers” and IFRS 16 “Leases”. The Group has analyzed the potential effect of the other
above-listed standards, interpretations and amendments to standards on its accounting policies. In the opinion of the Parent
Company’s Management Board, they will have no material effect on the Group’s existing accounting policies.

14



PKP CARGO GROUP QUARTERLY CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
FOR THE PERIOD OF 9 MONTHS ENDED 30 SEPTEMBER 2016

PREPARED IN ACCORDANCE WITH IFRS EU (IN PLN THOUSAND) @ PI(PCARGO

(translation of a document originally issued in Polish)

3. Applied accounting policies
3.1 Statement on accounting policies

The accounting policies and calculation methods used in the preparation of these Quarterly Condensed Consolidated
Financial Statements are consistent with the policies described in the audited Consolidated Financial Statements of the PKP
CARGO Group for the financial year ended 31 December 2015, prepared in accordance with IFRS EU (see Note 4 to the
Consolidated Financial Statements of the PKP CARGO Group for the financial year ended 31 December 2015, prepared in
accordance with IFRS EU).

3.2. Information on the seasonal or cyclical nature of the Group’s interim operations

The Group’s operations show no significant seasonal or cyclical trends.

3.3. Change in estimates

The following changes of significant estimates were made in the period of 9 months ended 30 September 2016:

» deferred income tax — the effect of the recalculation of deferred income tax as at 30 September 2016 is presented in Note
9 to these Quarterly Condensed Consolidated Financial Statements,

» provisions for employee benefits — the provisions have been estimated as at 30 September 2016, the effect of the
recalculation is presented in Note 25 to these Quarterly Condensed Consolidated Financial Statements,

» valuation of a liability relating to a put option for non-controlling interests — description of the method used to make
estimates and the effect of recalculation as at 30 September 2016 is presented in Note 22 to these Quarterly Condensed
Consolidated Financial Statements,

* property, plant and equipment

— determination of residual value is based on the current prices of scrap for specific classes. Due to a significant decrease
in the prices of scrap, the Group reduced the residual value of its rolling stock as at 31 December 2015. A reduction
in residual value and an increase in the depreciation base resulted in a rise in depreciation in the period of 9 months ended
30 September 2016 by approximately PLN 45 million. As at 31 December 2016 the Group will reanalyze the residual value
of its rolling stock based on scrap prices on that day, and will update it accordingly if the change in price will have a
significant effect on the Consolidated Financial Statements.

— in the period 9 months ended 30 September 2016 as a result of impairment tests prepared as at 30 June 2016 the Group
recognized an impairment loss relating to property, plant and equipment; the effect of the recognized loss is presented
in Note 10.1 to these Quarterly Condensed Consolidated Financial Statements.

» trade receivables — further to the bankruptcy filing made by the Czech coal consortium OKD a.s. (“OKD”), the Group
verified the likelihood of collecting its receivables from OKD. As a result of the verification, the Group decided to recognize
an impairment allowance for its receivables from OKD. Detailed information is presented in Note 16 to these Quarterly
Condensed Consolidated Financial Statements.

No other changes in estimates or estimate methodology with a significant effect on the current or future periods were made
in the period of 9 months ended 30 September 2016.
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4. Change in accounting policies and presentation of data

4.1 Capitalization of the costs of periodic rolling stock repairs

In the year 2015 the Group performed a redefinition of components in its accounting policies, as a result of which periodic
reviews of P3 rolling stock were considered as a repair component under IFRS EU. Periodic reviews of P3 cars and engines
are similar in nature to periodic P4 and P5 repairs, which had thus far been classified by the Group as repair components,
and their performance is strictly related to the ability to use the vehicles throughout the entire depreciation period of P4 and P5
components. In view of this, starting with the Consolidated Financial Statements for the financial year ended 31 December
2015, the Group changed its approach to the classification and began to settle P3 reviews on a component basis. In prior
periods, periodic P3 reviews had been recognized in the financial result at the moment when their costs were incurred, so to
ensure comparability of data the Group restated the comparative data for the period of 9 months ended 30 September 2015.
The effect of the restatement is presented in Note 4.4 to these Quarterly Condensed Consolidated Financial Statements.

4.2 Recognition of provisions for death benefits

In 2015 the Group changed its accounting policies with regard to the recognition of provisions for employee benefits. Starting
with the Consolidated Financial Statements for the financial year ended 31 December 2015, the Group recognizes a provision
for death benefits. The provision is calculated using the actuarial method. In prior periods the Group had only recognized the
death benefits that had been paid out in a given reporting period. In view of this, to ensure comparability of data the Group
restated the comparative data for the period of 9 months ended 30 September 2015. The effect of the restatement is
presented

in Note 4.4 to these Quarterly Condensed Consolidated Financial Statements.

4.3 Presentation changes

Starting with the Consolidated Financial Statements for the financial year ended 31 December 2015, the Group changed its
accounting policies with regard to the presentation of:

« the costs of interest on provisions for employee benefits; and
« received and imposed penalties and damage compensations.

Detailed information on the above presentation changes is presented in Note 5.3 to the Consolidated Financial Statements
for the financial year ended 31 December 2015.

To ensure comparability of data the Group restated the comparative data for the period of 9 months ended 30 September
2015. The effect of the restatement is presented in Note 4.4 to these Quarterly Condensed Consolidated Financial
Statements.

4.4 Restatement of comparative data

Due to the above changes, the Group has restated comparative data. The restatement is presented in the below tables.
A corresponding restatement was also performed of the information presented in the notes to these Quarterly Condensed
Consolidated Financial Statements.
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QUARTERLY CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME FOR THE PERIOD FROM 1 JANUARY 2015 TO 30 SEPTEMBER 2015
Reclassification
of interest costs

Reclassification on discount
9 months ended Capitalization of penalties of provisions Recognition 9 months ended
30/09/2015 of periodic and damage for employee of provision 30/09/2015
(published) repair costs compensation benefits for death benefits (ERHEED))
PLN thousand PLN thousand PLN thousand
Other operating revenue 160 034 - 11119 - - 171 153
Total operating revenue 3269432 - 11119 - - 3280551
Depreciation / amortization and impairment losses 318 619 19 303 - - - 337 922
Consumption of raw materials and energy 496 592 (7 241) - - - 489 351
External services 1019421 (4 258) - - - 1015 163
Taxes and charges 28 463 (294) - - - 28 169
Employee benefits 1089 530 (17 880) - (13 678) 333 1 058 305
Other expenses by kind 32016 2228 2677 - - 36921
Other operating expenses 14 499 (118) 8 442 - - 22 823
Total operating expenses 3018232 (8 260) 11119 (13 678) 333 3007 746
Profit / (loss) on operating activities 251 200 8 260 - 13678 (333) 272 805
Financial expenses 28 088 - - 13678 514 42 280
Profit / (loss) before tax 238 004 8260 j j (847) 245 417
Income tax expense 17 504 1569 - ) (161) 18 912
NET PROFIT / (LOSS) 220 500 6 691 - - (686) 226 505
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QUARTERLY CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME FOR THE PERIOD FROM 1 JANUARY 2015 TO 30 SEPTEMBER 2015 (continued)
Reclassification
of interest costs

Reclassification on discount
9 months ended Capitalization of penalties of provisions Recognition 9 months ended
30/09/2015 of periodic and damage for employee of provision 30/09/2015
(published) repair costs compensation benefits for death benefits (ERHEED))
PLN thousand PLN thousand PLN thousand PLN thousand PLN thousand
NET PROFIT / (LOSS) 220 500 6 691 - - (686) 226 505
Other comprehgnswe income that YVI” 51 547 i ) ) 2917 53 764
not be reclassified to profit or loss:
Actua_rlal gains / (losses) on post-employment 63 638 ) . ) 2737 66 375
benefits
Income tax on other comprehensive income (12 091) - - - (520) (12 611)
Other comprehensive income, net of tax 75 649 - - - 2217 77 866
TOTAL COMPREHENSIVE INCOME 296 149 6 691 - - 1531 304 371
Net profit / (loss) attributable to:
Shareholders of the Parent Company 220643 6 691 - - (686) 226 648
Total comprehensive income attributable to:
Shareholders of the Parent company 296 292 6691 - - 1531 304 514
Earnings per share (PLN per share)
Earnings per share on operations (basic): 4,93 0,15 - - (0,02) 5,06
Earnings per share on operations (diluted): 4,93 0,15 - - (0,02) 5,06
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QUARTERLY CONSOLIDATED STATEMENT OF FINANCIAL POSITION PREPARED AS AT 30 SEPTEMBER 2015

Reclassification
of interest costs

Reclassification on discount
Capitalization of penalties of provisions Recognition As at
As at 30/09/2015 of periodic and damage for employee of provision 30/09/2015
(published) repair costs compensation benefits for death benefits (restated)
PLN thousand PLN thousand PLN thousand PLN thousand PLN thousand PLN thousand
ASSETS

Non-current assets
Property, plant and equipment 4 857 646 41 324 - - - 4898 970
Deferred income tax assets 58 927 (4 600) - - 5974 60 301
Total non-current assets 5 062 996 36 724 - - 5974 5 105 694
Total assets 6 203 745 36 724 - - 5974 6 246 443

EQUITY AND LIABILITIES

Equity

Other items of equity 273 - - - 5287 5 560
Retained earnings 657 430 34 811 - - (30 755) 661 486
Total equity 3540 145 34 811 - - (25 468) 3549 488
Non-current liabilities

Long-term provisions for employee benefits 529 084 - - - 27 826 556 910
Non-current liabilities 1530172 - - - 27 826 1557 998
Current liabilities

Short-term provisions for employee benefits 100 837 - - - 3616 104 453
Current tax liabilities 790 1913 - - - 2703
Total current liabilities 1133428 1913 - - 3616 1138 957
Total liabilities 2 663 600 1913 - - 31 442 2 696 955
Total equity and liabilities 6 203 745 36 724 - - 5974 6 246 443
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QUARTERLY CONSOLIDATED STATEMENT OF CASH FLOWS FOR THE PERIOD FROM 1 JANUARY 2015 TO 30 SEPTEMBER 2015 [INDIRECT METHOD]

Reclassification

of interest costs on

Reclassification discount

9 months ended Capitalization of penalties of provisions Recognition 9 months ended

30/09/2015 of periodic and damage for employee of provision 30/09/2015
(published) repair costs compensation benefits for death benefits (restated)

PLN thousand PLN thousand PLN thousand PLN thousand PLN thousand PLN thousand

Cash flows from operating activities

Profit / (loss) before tax 238 004 8 260 - - (847) 245 417

Adjustments:
Depreciation of property, plant and equipment and

e | . 318 276 19 303 - - - 337579
amortization of intangible assets

Other adjustments 64 540 - - - 2737 67 277
Changes in working capital:

Increase / (decrease) in provisions (390 121) - - - (1 890) (392 011)
Net cash provided by operating activities 83 469 27 563 - - - 111 032
Cash flows from investing activities

Acquisition of property, plant and equipment (396 895) (27 563) - - - (424 458)
and intangible assets

Net cash provided by investing activities (408 760) (27 563) - - - (436 323)
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5. Revenue from the sale of services and finished goods

5.1 Operating segment products and services

The Group does not distinguish operating segments, as it has only one main product that all of its services are assigned to. The
Group conducts operations as part of one main segment — domestic and international transport of freight and the provision
of comprehensive logistics services relating to rail transport of freight. The Parent Company’s Management Board analyzes the
Group’s financial data in the format, in which they are presented in these Quarterly Condensed Consolidated Financial
Statements.

In addition, the Group also provides rolling stock repair and land reclamation services, which are not, however, significant from
the perspective of the Group’s operations and as such are not treated as separate operating segments.

The Group’s revenue from its customers broken down by geographical area is presented in Note 5.2 to these Quarterly
Condensed Consolidated Financial Statements

5.2 Geographical information

The Group defines a geographical area of operations as the location of the registered office of its customer rather than the
country in which the service is performed.

The Group’s main geographical area of operations is Poland. The acquisition of shares of AWT significantly increased the
Group’s share in the Czech market. In the period ended 30 September 2016, total revenue earned from Czech customers
amounted

to more than 16% of total revenue from sale of services, compared to nearly 10% in the same period of last year.

Presented below is the Group’s revenue from sale of services and finished goods to customers, broken down by location:

9 months 3 months 9 months 3 months

ended ended ended ended

30/09/2016 30/09/2016 30/09/2015 30/09/2015

(unaudited) (unaudited) (unaudited) (unaudited)

PLN thousand PLN thousand PLN thousand PLN thousand

Poland 2191783 758 209 2430013 852 182
Czech Republic 510 423 154 766 293 163 192 135
Germany 129 032 43 857 121 680 49 067
France 48 114 13 138 7976 3061
Slovakia 46 666 16 074 55 405 20 504
Italy 47 552 17 074 16 635 9413
Cyprus 34 427 13601 38998 13672
Other countries 157 894 60 319 120 016 47 313
Total 3165891 1077 038 3083 886 1187 347
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5.3 Structure of revenue from the sale of services and finished goods

The Company distinguishes several groups of services provided within the scope of its activity (domestic and international
transport of goods and providing comprehensive logistics services in the field of railway freight) which have been presented in
this Note. However, the Parent Company’s Management Board does not take this division into account during evaluation of the
Company's results and making decisions about the resource allocation to each group of services. Therefore the disclosed
groups of activities cannot be treated as operating segments of the Company.

9 months 3 months 9 months 3 months

ended ended ended ended

30/09/2016 30/09/2