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Balance Sheet 
As at 31 December 2005 

In thousands of Euro Note 31 December 
2005 

 01 January 
2005 

  
Assets  

Property, plant and equipment 6 21,080  18,581
Total non-current assets 21,080  18,581
  

Inventories 7 57  79
Trade receivables 8 341  242
Other receivables 9 68  72
Cash and cash equivalents 10 803  1,334

Total current assets 1,269  1,727
Total assets 22,349  20,308
  
Equity  

Issued capital 11 25  25
Reserves 11 15,836  15,836
Accumulated losses (1,328)  -

Total equity attributable to sole owner 14,533  15,861
  
Liabilities  

Loans 12 634  634
Deferred government grants 13 2,887  207

Total non-current liabilities 3,521  841
  

Trade and other payables 14 1,245  948
Tax liabilities 15 1,050  658
Provisions 16 2,000  2,000

Total current liabilities 4,295  3,606
Total liabilities 7,816  4,447
Total equity and liabilities 22,349  20,308
  

Authorized for issue by the management on ………………. 

   

Mr. Xhevat Ramosaj 

Managing Director 

 Mr. Sefedin Sefaj 

Financial Director 

The accompanying notes on pages 6 to 26 form an integral part of these financial statements 
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Income Statement 
For the year ended 31 December 2005 

In thousands of Euro Note 2005  2004 
   
Revenue from operations 1 3,465  3,146
Direct expenses 2 (3,516)  (3,160)
Gross profit (51)  (14)
   
Grant income 13 401  1,054
Other operating income (collected written-off receivables) 16  -
Provision for doubtful debts 8 (29)  (185)
General and administrative costs 3 (1,651)  (1,419)
Operating loss before financing costs (1,314)  (564)
   
Financial expenses 4 (4)  (6)
Net financing costs (4)  (6)
   
Loss before tax (1,318)  (570)
   
Income taxes (10)  -
Net loss for the period (1,328)  (570)
   

 

   

Mr. Xhevat Ramosaj 

Managing Director 

 Mr. Sefedin Sefaj 

Financial Director 

 

 

 

 

 

 

 

The accompanying notes on pages 6 to 26 form an integral part of these financial statements 
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Statement of Changes in Equity 
For the year ended 31 December 2005 

In thousands of Euro Note Share 
capital 

Reserves Accumulated 
profits / 
(losses) 

Total 

  
Balance at 01 January 2004 - - 62 62
Net loss for the period - - (572) 572
Balance 31 December 2004 - - (510) (510)
  
Balance at 01 January 2005 - - (510) (510)
Changes in equity as result of 
incorporation 

 
20

 
25

 
15,836

 
510 

 
16,371

Restated balance at 01 
January 2005 25 15,836

 
- 15,861

  
Net loss for the period - - (1,328) (1,328)
Balance at 31 December 
2005 

25 15,386 (1,328) 14,533

  

 

   

Mr. Xhevat Ramosaj 

Managing Director 

 Mr. Sefedin Sefaj 

Financial Director 

 

 

 

 

 

 

 

 

 

 

The accompanying notes on pages 6 to 26 form an integral part of these financial statements 
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Statement of Cash Flows under the Indirect Method 
In thousands of Euro Note 2005  2004 
   
Cash flows from operating activities   
Profit / (loss) for the period before tax (1,318)  (572)
Adjustments for:   
Provision for obsolete spare parts (8)  185
Provision for doubtful debts 29  -
Depreciation 469  452
Accruals for tax assessment acts 805  -
Loss from withdrawal from long-term service scheme -  48
Deferred grant funds released to income (207)  (2,766)
Operating loss before changes in working capital and 
provisions 

 
(230) 

 
(2,653)

(Increase) / decrease in trade and other receivables (103)  (16)
Increase / (decrease) in trade and other payables 399  849
(Increase) / decrease in inventories (7)  (177)
Cash generated from operations 59  (2,007)
Interest and bank charges paid (4)  (6)
Income taxes and accrued taxes paid (498)  -
Net cash from operating activities (443)  (2,013)
   
Cash flows from investing activities   
Acquisition of property, plant and equipment 6 (3,169)  (3,158)
Net cash flows from investing activities (3,169)  (3,158)
   
Cash flows from financing activities   
Grants received 13 3,081  5,392
Net cash flows from financing activities 3,081  5,392
   
Net increase/ (decrease) in cash and cash equivalents (531)  221
Cash and cash equivalents at 01 January 1,334  1,113
Cash and cash equivalents at 31 December 803  1,334
   

 

   

Mr. Xhevat Ramosaj 

Managing Director 

 Mr. Sefedin Sefaj 

Financial Director 

 

The accompanying notes on pages 6 to 26 form an integral part of these financial statements 
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Introduction 

Kosovo Railways JSC (Hekurudhat e Kosovës Sh.A.) (Kosovske Železnice D.D.) “Kosovo 
Railways” or the “Company” is a company domiciled in Kosovo. 

Kosovo Railways is a joint stock company registered with the Kosovo Business Register under 
No 70325327. 

The registered address and principal place of business of Kosovo Railways JSC is “Fushë 
Kosovë (Kosovo Polje). 

The principal owner of Kosovo Railways JSC is Kosovo Railways Holding JSC. 

 

Incorporation 

UNMIK Railways was an enterprise within the meaning of UNMIK Regulation No. 2005/18, 
amending UNMIK Regulation 2002/12 “On the Establishment of the Kosovo Trust Agency”. 
Regulation 2005/18 has given the KTA the authority to transform enterprises into corporations. 
At a meeting dated 21 July 2005 the Board of Directors of the KTA resolved to transform the 
UNMIK Railways into a joint stock company, named Kosovo Railways Holding JSC. This 
decision is with a retroactive action and is valid from 01 January 2005. An operating company 
Kosovo Railways JSC was incorporated as operating entity, which manages and performs the 
business activities of the former UNMIK railways. It is solely owned by Kosovo Railways 
Holding JSC. The newly-formed company (Kosovo Railways JSC) was registered in the 
Kosovo Business Registry on 22 December 2005 under No 70325327. Kosovo Railways JSC 
effectively substituted the former “enterprise” UNMIK Railways on a continuing basis, without 
liquidation. KTA, acting as trustee of the ultimate owners of Kosovo’s enterprises pursuant to 
the KTA Regulations is the current holder of 100 percent of the shares of Kosovo Railways 
Holding JSC. The issued share capital upon incorporation amounts to EUR 25 thousand. 

 

History and business activities of the company 

Under the auspices of the United Nations Interim Administration Mission in Kosovo (UNMIK), 
UNMIK Railways was set up in August 1999 following the conflict in Kosovo. Until March 
2001, the rail operations were under the control of the military forces in Kosovo (KFOR). 
Civilian control commenced from this date with significant operational assistance from 
international donors, especially from the Government of Sweden, who from September 2001 to 
May 2003, formalized an agreement for a team of managers from Swede Rail to provide 
management services to UNMIK Railways. UNMIK was empowered by the United Nations 
under Resolution No. 1244/99 of the United Nations Security Council to administer moveable 
and immovable property registered in the name of the Federal Republic of Yugoslavia or the 
Republic of Serbia or any of its organs in the territory of Kosovo. UNMIK Railways 
administered the railway assets on behalf of UNMIK. 

 

The Main activity of Kosovo Railways is the operation of the rail network in Kosovo, providing 
freight and passenger railway services on a commercial basis. The rail network consists of 
approximately 330 km of non-electrified single track. The main line runs North – South 
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connecting Macedonia to the Serbian border, north of Mitrovica. A further line runs westward 
from Pristina to Peja. 

After a recent reorganization Kosovo Railways consists of two divisions, namely Commercial 
and Infrastructure. They are separated for management purposes. Additionally, a Corporate 
Services department was formed, which includes Procurement, Human Resources and Legal 
Services. 

a) Statement of compliance 

These financial statements are prepared in accordance with the Kosovo accounting legislation 
for general reporting purposes, as well in accordance with International Financial Reporting 
Standards (IFRSs), with certain exceptions (refer to significant accounting policy b). 

b) Basis for preparation and comparative information 

(i) – Basis for preparation 

These financial statements have been prepared under the historical cost convention, as modified 
by the revaluation of appropriate property, plant and equipment. 

The financial statements are presented in Euro, rounded to the nearest thousand. 

The accounting policies set out below have been applied consistently, except for: 

• Intangible assets: Kosovo Railways has not accounted for certain items of intangible 
assets, acquired by UNMIK Railways, prior to the date of incorporation of Kosovo 
Railways JSC, and used by Kosovo Railways. Such assets include mainly the 
software licenses for the accounting software and other software applications used by 
the administration of Kosovo Railways. 

• Prior year costs: Invoices received during 2005 related to prior years have been 
accounted for in the income statement of 2005, rather than being reflected in the 
opening balance sheet date at the incorporation date, 31 January 2005. 

• Deferred taxes: Deferred taxes arising from the specific tax treatment of certain 
transactions and accruals are not accounted for in 2005 and 2004. 

• Property, plant and equipment: The items of property, plant and equipment are 
presented at values as per valuation and further impairment as described in accounting 
policy d). 

• Comparative information: The comparative information is presented as described in 
note b) (ii) below. The opening balance sheet as at the date of incorporation 1 January 
2005 has been prepared on the basis of external valuation of assets and liabilities.  

The preparation of financial statements requires management to make judgments, estimates and 
assumptions that affect the application of policies and reported amounts of assets and liabilities, 
income and expenses. The estimates and associated assumptions are based on historical 
experience and various other factors that are believed to be reasonable under the circumstances, 
the results of which form the basis of making the judgments about carrying values of assets and 
liabilities that are not readily apparent from other sources. Actual results may differ from these 
estimates. 
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The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to 
accounting estimates are recognized in the period in which the estimate is revised if the revision 
affects only that period, or in the period of the revision and future periods if the revision affects 
both current and future periods. 

Judgments made by management in the application of the accounting policies set out below that 
have significant effect on the financial statements and estimates with a significant risk of 
material adjustment in the next year are reflected in the following notes: 

• 6. Property, plant and equipment 

• 7. Inventories 

• 8. Trade receivables 

• 9. Other receivables 

• 14. Trade and other payables 

• 15. Tax liabilities 

• 16. Provisions 

The accounting policies set out below have been applied consistently during year 2005 
presented in these financial statements and in preparing the opening balance sheet at the 
incorporation date 01 January 2005. 

(ii) – Comparative information 

The comparative information presented in the balance sheet (and the related notes) are the 
assessed balances as at the incorporation date, 01 January 2005, based on the amounts 
calculated by the external consultants and approved by the Board of Directors of Kosovo 
Railways. 

The comparative information presented on the Income Statement (and the related notes) is the 
audited Income Statement of UNMIK Railways for 2004. 

The difference between the audited balance as at 31 December 2004 and the opening balance at 
the incorporation date (01 January 2005) are presented in note 20 to these financial statements. 

c) Foreign currency 

Transactions in foreign currencies are translated at the foreign exchange rate ruling at the date 
of the transaction. Monetary assets and liabilities denominated in foreign currencies at the 
balance sheet date are translated to Euro at the foreign exchange rate ruling at that date. Foreign 
exchange differences arising on translation are recognized in the income statement. Non-
monetary assets and liabilities that are measured in terms of historical cost in a foreign currency 
are translated using the exchange rate at the date of the transaction. Non-monetary assets and 
liabilities denominated in foreign currencies that are stated at fair value are translated to Euro at 
foreign exchange rates ruling at the dates the fair value was determined. 
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d) Property, plant and equipment 

(i) –Owned assets 

Items of property, plant and equipment are stated at cost as deemed cost less accumulated 
depreciation (see below) and impairment losses (see accounting policy h). The cost of self-
constructed assets includes the cost of materials, direct labor, the initial estimate, where 
relevant, of the costs of dismantling and removing the items and restoring the site on which they 
are located, and an appropriate proportion of production overheads. 

Property, plant and equipment had been valued at cost determined for the purpose of the 
preparation of opening balance at the incorporation date, 01 January 2005. This valuation has 
been performed on the basis of the estimated future cash flows. 

Where parts of an item of property, plant and equipment have different useful lives, they are 
accounted for as separate items of property, plant and equipment. 

(ii) – Subsequent costs 

The Company recognizes in the carrying amount of an item of property, plant and equipment 
the cost of replacing part of such an item when that cost is incurred if it is probable that the 
future economic benefits embodied with the item will flow to the Company and the cost of the 
item can be measured reliably. All other costs are recognized in the income statement as an 
expense as incurred. 

(iv) – Depreciation 

Depreciation is charged to the income statement on a straight-line basis over the estimated 
useful lives of each part of an item of property, plant and equipment. Land is not depreciated. 
The estimated useful lives are as follows: 

• Buildings and infrastructure 5.0% (20 years) 

• Rolling stock 15.0% (6.6 years) 

• Vehicles 20.0% (5 years) 

The residual value, if not insignificant, is reassessed annually. 

 

e) Trade and other receivables 

Trade and other receivables are stated at their cost less impairment losses (see accounting 
policy h). 

 

f) Inventories 

Inventories are stated at the lower of cost and net realizable value. Net realizable value is the 
estimated selling price in the ordinary course of business, less the estimated costs of completion 
and selling expenses. 

The cost of inventories is based on the Weighted Average principle and includes expenditure 
incurred in acquiring the inventories and bringing them to their existing location and condition. 
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In the case of manufactured inventories and work in progress, cost includes an appropriate share 
of overheads based on normal operating capacity. 

 

g) Cash and cash equivalents 

Cash and cash equivalents comprises cash balances and call deposits. Bank overdrafts that are 
repayable on demand and form an integral part of the Company’s cash management are 
included as a component of cash and cash equivalents for the purpose of the statement of cash 
flows. 

 

h) Impairment 

The carrying amounts of the Company’s assets, other than investment property (see accounting 
policy f), inventories (see accounting policy h) and deferred tax assets (see accounting policy r), 
are reviewed at each balance sheet date to determine whether there is any indication of 
impairment. If any such indication exists, the asset’s recoverable amount is estimated (see 
below). 

An impairment loss is recognized whenever the carrying amount of an asset or its cash-
generating unit exceeds its recoverable amount. Impairment losses are recognized in the income 
statement. 

Impairment losses recognized in respect of cash-generating units are allocated first to reduce 
the carrying amount of any goodwill allocated to cash-generating units (group of units) and 
then, to reduce the carrying amount of the other assets in the unit (group of units) on a pro rata 
basis. 

(i) – Calculation of the recoverable amount 

The recoverable amount of the Company’s investments in held-to-maturity securities and 
receivables carried at amortized cost is calculated as the present value of estimated future cash 
flows, discounted at the original effective interest rate (i.e., the effective interest rate computed 
at initial recognition of these financial assets). Receivables with a short duration are not 
discounted. 

The recoverable amount of other assets is the greater of their net selling price and value in use. 
In assessing value in use, the estimated future cash flows are discounted to their present value 
using a pre-tax discount rate that reflects current market assessments of the time value of money 
and the risks specific to the asset. For an asset that does not generate largely independent cash 
inflows, the recoverable amount is determined for the cash-generating unit to which the asset 
belongs. 

(ii) – Reversals of impairment 

Impairment loss is reversed if there has been a change in the estimates used to determine the 
recoverable amount. 

An impairment loss is reversed only to the extent that the asset’s carrying amount does not 
exceed the carrying amount that would have been determined, net of depreciation or 
amortization, if no impairment loss had been recognized. 
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i) Share capital 

The registered share capital of Kosovo Railways JSC of 25,000 Euro is solely owned by 
Kosovo Railways Holding JSC, which is a publicly-owned enterprise, which management and 
holding is entrusted to Kosovo Trust Agency (KTA). 

 

j) Interest-bearing borrowings 

Interest-bearing borrowings are recognized initially at fair value less attributable transaction 
costs. Subsequent to initial recognition, interest-bearing borrowings are stated at amortized cost 
with any difference between cost and redemption value being recognized in the income 
statement over the period of the borrowings on an effective interest basis. 

 

k) Employee benefits – defined contribution plans 

Obligations for contributions to defined contribution pension plans are recognized as an expense 
in the income statement as incurred. 

 

l) Provisions 

A provision is recognized in the balance sheet when the Company has a present legal or 
constructive obligation as a result of a past event, and it is probable that an outflow of economic 
benefits will be required to settle the obligation. If the effect is material, provisions are 
determined by discounting the expected future cash flows at a pre-tax rate that reflects current 
market assessments of the time value of money and, where appropriate, the risks specific to the 
liability. 

Onerous contracts 

A provision for onerous contracts is recognized when the expected benefits to be derived by the 
Company from a contract are lower than the unavoidable cost of meeting its obligations under 
the contract. 

 

m) Trade and other payables 

Trade and other payables are stated cost. 

 

n) Revenue 

(i) – Goods sold and services rendered 

Revenue from the sale of goods is recognized in the income statement when the significant risks 
and rewards of ownership have been transferred to the buyer. Revenue from services rendered is 
recognized in the income statement in proportion to the stage of completion of the transaction at 
the balance sheet date. The stage of completion is assessed by reference to surveys of work 
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performed. No revenue is recognized if there are significant uncertainties regarding recovery of 
the consideration due, associated costs or the possible return of goods also continuing 
management involvement with the goods. 

(ii) – Rental income 

Rental income from investment property is recognized in the income statement on a straight- 
line basis over the term of the lease. Lease incentives granted are recognized as an integral part 
of the total rental income. 

(iii) – Government grants 

Any government grant is recognized in the balance sheet initially as deferred income when there 
is reasonable assurance that it will be received and that the Company will comply with the 
conditions attaching to it. Grants that compensate the Company for expenses incurred are 
recognized as revenue in the income statement on a systematic basis in the same periods in 
which the expenses are incurred. Grants that compensate the Company for the cost of an asset 
are recognized in the income statement as other operating income on a systematic basis over the 
useful life of the asset. 

 

o) Expenses 

(i) – Operating expenses 

Operating expenses are accrued as they originate and in conformity with the matching principle 
with the revenue. 

 

(ii) – Net financing costs 

Net financing costs comprise interest payable on borrowings calculated using the effective 
interest rate method, dividends on redeemable preference shares, interest receivable on funds 
invested, dividend income and foreign exchange gains and losses. 

Interest income is recognized in the income statement as it accrues, using the effective interest 
method. Dividend income is recognized in the income statement on the date the entity’s right to 
receive payments is established which in the case of quoted securities is date. The interest 
expense component of finance lease payments is recognized in the income statement using the 
effective interest rate method. 

 

p) Income tax 

Income tax on the profit or loss for the year comprises current and deferred tax. Income tax is 
recognized in the income statement except to the extent that it relates to items recognized 
directly in equity, in which case it is recognized in equity. 

Current tax is the expected tax payable on the taxable income for the year, using tax rates 
enacted or substantially enacted at the balance sheet date, and any adjustment to tax payable in 
respect of previous years. 
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Deferred tax is provided using the balance sheet liability method, providing for temporary 
differences between the carrying amounts of assets and liabilities for financial reporting 
purposes and the amounts used for taxation purposes. The following temporary differences are 
not provided for: goodwill not deductible for tax purposes, the initial recognition of assets or 
liabilities that affect neither accounting nor taxable profit, and differences relating to 
investments in subsidiaries to the extent that they will probably not reverse in the foreseeable 
future. The amount of deferred tax provided is based on the expected manner of realization or 
settlement of the carrying amount of assets and liabilities, using tax rates enacted or 
substantively enacted at the balance sheet date. 

A deferred tax asset is recognized only to the extent that it is probable that future taxable profits 
will be available against which the asset can be utilized. Deferred tax assets are reduced to the 
extent that it is no longer probable that the related tax benefit will be realized. 

Additional income taxes that arise from the distribution of dividends are recognized at the same 
time as the liability to pay the related dividend. 

 

q) Application of published International Financial Reporting Standards that are not 
effective as at the date of the balance sheet but may affect the financial statements for 
following periods 

Amendment to IAS 1 ‘Presentation of Financial Statements’ – requirement for additional 
capital disclosures 

The amendment in IAS 1 ‘Presentation of Financial Statements’ regarding disclosures of 
changes in each item of equity, resulting from the requirements of the Standard does not affect 
the presentation of the Statement of Changes in Equity which reflect total net loss for the year as 
well as those revenues / expenses which are directly presented at the account of the capital 
considering the requirements of other IFRS. 

Standards, interpretations and amendments to published International Financial Reporting 
Standards that are not effective as at the balance sheet date 

The following published standards and interpretations are no effective as at the balance sheet 
date which following an analysis, the Company considers do not affect these financial 
statements or are inapplicable considering the Company’s activities: 

• IFRS 6 ‘Exploration for and Evaluation of Mineral Resources’ (effective from 01 January 
2006) – the standard is irrelevant to the Company’s activities; 

• IFRS 7 ‘Financial Instruments Disclosures’ – effective from 01 January 2007; 

• Amendment to IFRS 1 ‘First-time Adoption of International Financial Reporting Standards’ 
and IFRS 6 ‘Exploration for and Evaluation of Mineral Resources’ (effective from 01 
January 2006) – the amendments are irrelevant to the Company’s activities; 

• Amendment to IAS 19 ‘Employee Benefits – Actuarial Gains and Losses, Group Plans and 
Disclosures’ (effective from 01 January 2006) – the Company does not have defined benefit 
plans which would be affected by this amendment; 
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• Amendment to IAS 39 ‘Financial Instruments: Recognition and Measurement – Cash Flow 
Hedge Accounting of Forecast Intragroup Transactions’ (effective from 01 January 2006); 

• Amendment to IAS 39 ‘Financial Instruments: Recognition and Measurement’ and IFRS 4 
‘Insurance Contracts – Financial Guarantee Contracts’ (effective from 01 January 2006) – 
the Company considers issued financial guarantees as contingent liabilities until a guarantee 
payments opportunity appears and recognizes a provision in case the requirements of IAS 
37 regarding fair value are met; 

• Amendment to IAS 21 ‘The Effects of Changes in Foreign Exchange Rates – Net 
Investment in a Foreign Operation’ (effective from 01 January 2006)’ 

• IFRIC 4 ‘Determining whether an Arrangement contains a Lease’ (effective from 01 
January 2006) – irrelevant to Group activities; 

• IFRIC 5 ‘Rights to Interests arising from Decommissioning, Restoration and Environmental 
Rehabilitation Funds’ (effective from 01 January 2006) – the interpretation is irrelevant with 
regard to the Company’s activities; 

• IFRIC 6 ‘Liabilities arising from Participating in a Specific Market – Waste Electrical and 
Electronic Equipment’ (effective from 01 December 2005) – the interpretation is irrelevant 
with regard to the Company’s activities; 

• IFRIC 7 ‘Applying the Restatement Approach under IAS 29 Financial Reporting in 
Hyperinflationary Economies’ (effective from 01 March 2006) – irrelevant to the Company; 

• IFRIC 8 ‘Scope of IFRS 2’ (effective from 01 May 2006) – irrelevant to the Company; 

• IFRIC 9 ‘Reassessment of Embedded Derivatives’ (effective from 01 June 2006) – 
irrelevant to the Company. 
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1. Revenue from operations 

In thousands of Euro  2005  2004 
   
Military freight transport 384  431
Commercial freight transport 971  856
Passenger traffic (grant income) 1,457  1,335
Rent income 308  317
Demurrage and coach services 172  131
Other income 173  76
Total 3,465  3,146
   

The grant income from passenger traffic reflects the income received from KCB for the 
operation of the “Freedom-of-Movement-Train” passenger train line. 

 

2. Direct expenses 

In thousands of Euro  2005  2004 
   
Staff costs 1,411  1,463
Social insurance costs 73  84
Fuel costs 861  693
Oil and lubricants 36  44
Materials, supplies and services 300  307
Maintenance costs 101  14
Electricity 64  103
Depreciation 670  452
Total 3,516  3,160
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3. General and administrative costs 

In thousands of Euro  2005  2004 
   
Materials, supplies and services 3  58
Water consumption 32  26
Cost from withdrawal of long-term service scheme -  48
Staff redundancy costs 338  260
Office supplies 50  35
Telecommunication and postage 49  50
Insurance 106  103
Consulting 48  57
Travel costs 20  14
Security expenses 129  73
Other staff costs 5  7
Accrued expenses 814  663
Other expenses 57  25
Total 1,651  1,419

 

The accrued expenses in 2005 relate to the accrual of the result from the tax assessments 
performed by Kosovo Tax Authorities for periods till 2005. The amount accrued as expense for 
2005 is EUR 814 thousand. The amounts accrued as expenses in 2004 include EUR 386 
thousand related to VAT and presumptive taxes including interest and penalties as well as EUR 
277 thousand relate to the cancellation of an agreement from 2001 between KFOR and the then 
Department of Transport of Infrastructure of Kosovo, committing it to reimburse the expenses 
of “KFOR Rail Office” on the Macedonian station of Volkovo from that date. This agreement 
was cancelled with effect from the end of May 2005. Of the amount charged to “Accrued 
expenses” in 2004, EUR 195 thousand related to the period from 2001 to 2003. 

 

4. Financial expenses 

In thousands of Euro  2005  2004 
   
Bank fees 3  6
Exchange rate differences 1  -
Total 4  6
   

 

5. Income tax expense 

An amount of EUR 10 thousand was paid for corporate taxes upon request of the Kosovo Tax 
Authorities. There have been no such payments in 2004. Income tax for prior periods was 
assessed by the Kosovo Tax Authorities and accrued as expense in the Income Statement 
(please refer note 3 above and also note 15 below). 
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6. Property, plant and equipment 

 Note Land Buildings 
and infra-
structure 

Rolling 
stock 

Vehicles Total 

Cost  
Balance at 01 January 2005 11,484 6,000 1,000 97 18,581
Acquisitions through 
donations from KCB 

 
13

 
-

 
744

 
2,337

 
- 

 
3,081

Acquired through purchases - - 88 - 88
Balance at 31 December 2005 11,484 6,744 3,425 97 21,750
  
Depreciation  
Balance at 01 January 2005 - - - - -
Depreciation charge for the 
year 

 
-

 
319

 
332

 
19 

 
670

Balance at 31 December 2005 - 319 332 19 670
  
Carrying amounts  
At 01 January 2005 11,484 6,000 1,000 97 18,581
At 31 December 2005 11,484 6,425 3,093 78 21,080
  

There are no non-current assets pledged as collateral for loans or other liabilities. 

 

7. Inventories 

In thousands of Euro  31 December 
2005 

 01 January 
2005 

  
Spare parts for rolling stock 262  269
Spare parts for signaling and telecommunications 91  92
Raw materials and consumables (fuel, lubricants, etc.) 57  79
Provision for obsolescence of spare parts (353)  (361)
Total 57  79

The provision for obsolescence of spare parts is accounted in order to reflect the fact that most 
of these spare parts have been acquired in previous periods and there is an uncertainty as to their 
condition and if they are technically usable. 

There are no inventory items pledged as collateral for loans or other liabilities. 
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8. Trade receivables 

In thousands of Euro  31 December 
2005 

 01 January 
2005 

  
Freight transport receivables 220  246
Rental receivables 338  213
Receivables from other services 74  44
Provision for doubtful receivables (291)  (262)
Total 341  241

 

9. Other receivables 

In thousands of Euro  31 December 
2005 

 01 January 
2005 

  
Prepaid expenses 68  72
Total 68  72

 

10. Cash and cash equivalents 

In thousands of Euro  31 December 
2005 

 01 January 
2005 

Account type Bank  
Current accounts ProCredit Bank 784  1,273
Current accounts Kasabank 13  54
Total cash at bank  797  1,327
   
Petty cash at hand  6  7
Total cash and cash equivalents 803  1,334
   

 

11. Share capital 

Kosovo Railways JSC is a newly established company. In 2005 UNMIK Railways was 
restructured (with a retroactive effect to 01 January 2005 for accounting purposes) into Kosovo 
Railways Holding JSC, which then transferred its assets and liabilities to the new Kosovo 
Railways JSC. In return for the assets transferred Kosovo Railways Holding JSC received 100% 
of the shares in Kosovo Railways JSC. 

Kosovo Railways JSC was established with a charter capital of EUR 25,000, represented by 
25,000 shares with a par value of EUR 1 each. The firm has been registered with the Kosovo 
Registry of Business Organizations and Trade Names under No 70325327 and is considered 
incorporated as of 22 December 2005. 
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12. Loans 

The loan balance relates to a loan received from Kosovo Ministry of Finance and Economy in 
year 2000 at nominal value EUR 634,002. There is no interest charged on this loan. Currently, 
the management the Company is in negotiations with MFE for the transformation of the loan 
into grant, and therefore no repayment to be required. The loan is presented at its nominal value. 

No interest expense has been accrued in the Income Statement, and respectively, interest 
liability in the Balance sheet in relation to this loan in 2005 and 2004. 

 

13. Deferred grant income and grant income recognized for the year 

In thousands of Euro  31 December 
2005 

 01 January 
2005 

  
Deferred grant income from KCB for planned staff 
redundancies in 2005 and 2006 

-  207

Deferred grant income for the assets purchased with 
funds of KCB 

 
2,880

  
-

Total 2,880  207
  

The deferred grant income accrued during the year relates to infrastructure and rolling stock 
assets, purchased by the KCB. Revenue for these assets is to be recognized in following periods 
in proportion to the depreciation expense of these assets. 

The deferred grant income recognized for the year is as follows: 

In thousands of Euro Revenue 
grant for 

staff 
redundancies 

 Donated 
assets 

 Total 

Balance at 01 January 2005 207 -  207
Recognized deferred grant for the assets received 
from KCB in 2005 

3,081  3,081

Recognized grant income for the period (207) (194)  (401)
Balance at 31 December 2005 - 2,887  2,887
   

The grant income recognized for the period includes the revenue from the previous period 
grants for staff redundancy and the current portion of the grant recognized in respect of the 
donated assets, proportional to their depreciation. 

 

14. Trade and other payables 

In thousands of Euro  31 December 
2005 

 01 January 
2005 

  
Trade payables 921  700
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Other short-term liabilities 187  64
Amounts owed to fiscal authorities 11  16
Staff redundancy accrual 75  91
Accrued expenses 51  77
Total 1,245  948

 

Other short-term liabilities consist of the following items: 

In thousands of Euro  31 December 
2005 

 01 January 
2005 

  
Owed to UNMIK Pillar II in respect of passenger 
revenue on the Freedom-of-Movement Train in 2004 

62  62

Owed to UNMIK Pillar II in respect of passenger 
revenue on the Freedom-of-Movement Train in 2005 

86  -

Miscellaneous rental liabilities 42  2
Total 187  64
  

 

15. Tax liabilities 

In thousands of Euro  31 December 
2005 

 01 January 
2005 

  
VAT payable for December 2004 -  37
VAT payable for August 2003 -  8
VAT Payable for December 2005 127  -
Total taxes on current items 127  45
  
Additional tax liabilities resulting from a review from 
Kosovo Tax Authorities: 

 

VAT 225  363
Presumptive tax -  149
Corporate income tax 158  101
Fines on delayed VAT payments 312  -
Fines on other taxes 228  -

Total taxes accruals 923  613
Total 1,050  658
  

Accruals of taxes correspond to the tax assessments performed by the Kosovo Tax Authorities 
and relate to differences in taxes paid in previous years. The amounts will be settled in 
subsequent periods. 
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16. Provisions 

Provisions for legal claims have been established as follows: 
 
In thousands of Euro  31 December 

2005 
 01 January 

2005 
  
Provision for claims for scrapped wagons 1,500  1,500
Provision for employee and compensation claims 500  500
Total 2,000  2,000
  

 

17. Contingencies 

The contingent liabilities of the company relate to compensation claims from previous 
employees laid-off, compensation claims for wagons scrapped during the war actions in 1999-
2001 and compensations related to injuries and deaths during railroad accidents. Lump-sum 
provisions were made and accrued in the balance sheet for the items that are probable to occur. 
(see note 16 above). 

 

18. Related parties 

In the ordinary course of business, Kosovo Railways JSC entered into transactions during the 
financial reporting periods with customers who are UNMIK entities and individuals who are 
associated with or work for UNMIK entities. The Group has also a related party relationship 
with its directors and executive officers. All such transactions were conducted on an arms length 
basis. The total monetary amounts of such transactions and the related balances which are 
included within these financial statements have not been quantified.  

 

19. Subsequent events 

Subsequent to the balance sheet date there have been no events that would require any material 
adjustments to the amounts disclosed in these financial statements. Regarding the tax 
assessment performed in March 2006 the Board of Directors has concluded that the payment of 
these taxes in accordance with the agreed schedule would cause liquidity problems and further 
actions are expected for receiving funding from KTA or KCB for the purpose of covering the 
VAT and profit tax liabilities. The management will also try to negotiate for a further deferred 
repayment scheme for these tax liabilities. 
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20. Opening balance sheet at the incorporation date 

The Board of Directors has approved an opening balance sheet as at 01 January 2005 for a 
starting point for the accounting records of Kosovo Railways JSC at its incorporation date. The 
opening balance sheet was approved by the board of directors on the meeting held on 28 
February 2006 and 20 March 2006. 

 
In thousands of Euro Note 31 December 

2004 
Audited 

 Effect of 
incorporation 

 01 January 
2005 

   
Assets   

Property, plant and equipment a 5,859 12,722  18,581
Total non-current assets 5,859 12,722  18,581
   

Inventories b 440 (361)  79
Trade receivables 242 -  242
Other receivables 72 -  72
Cash and cash equivalents 1,334 -  1,334

Total current assets 2,008 (361)  1,727
Total assets 7,947 12,361  20,308
   
Equity   

Issued capital g - 25  25
Reserves g - 15,836  15,836
Accumulated losses g (510) 510  -

Total equity attributable to sole owner (510) 16,371  15,861
   
Liabilities   

Loans f - 634  634
Deferred grant income c 6,439 (6,232)  207

Total non-current liabilities 6,439 (5,598)  841
   

Loans f 634 (634)  -
Trade and other payables 948 -  948
Tax liabilities d 436 222  658
Provisions e - 2,000  2,000

Total current liabilities 2,018 1,588  3,606
Total liabilities 8,457 (4,010)  4,447
Total equity and liabilities 7,947 12,361  20,308
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a) Revaluation of all physical assets following physical inspection at depreciated replacement 
cost and write down for impairment 

All non-current assets of Kosovo Railways were reviewed by an external consultant company 
and their net realizable value was estimated for the purposes of preparing an opening balance as 
at the incorporation date 01 January 2005. 
In thousands of Euro  31 December 

2004 
Audited 

 Effect of 
incorporation 

 01 January 
2005 

   
Land - 11,484  11,484
Buildings and infrastructure 1,691 4,309  6,000
Plant and equipment 583 (583)  -
Rolling stock 2,149 (1,149)  1,000
Vehicles 47 50  97
Capital work in progress 1,389 (1,389)  -
Total 5,859 12,722  18,581
   

In previous years UNMIK Railways did not recognize in its financial statements the land plots 
and some of the buildings. The plant and equipment were recognized in infrastructure or in 
rolling stock. The Capital Work in progress was recognized in the infrastructure, as it related to 
infrastructure construction works that have been already completed and included as completed 
assets in the valuers’ report. 

 

b) Provision against spare parts inventories 
In thousands of Euro  31 December 

2004 
Audited 

 Effect of 
incorporation 

 01 January 
2005 

   
Spare parts for rolling stock 269 -  269
Spare parts for signaling and 
telecommunications 

 
92

 
- 

  
92

Raw materials and consumables 79 -  79
Provision for obsolescence of spare parts - (361)  (361)
Total 440 (361)  79
   

According to the incorporation opening balances calculation of Fair Value, there is doubt as to 
the condition and the usability of the spare parts for locomotives and rolling stock and for 
signaling and telecommunication equipment. Therefore, an obsolescence provision is accounted 
for their full value. The raw materials and other consumables include mainly diesel fuel and 
lubricants and no provision is accounted for them. 
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c) Elimination of deferred income related to donated assets 
In thousands of Euro  31 December 

2004 
Audited 

 Effect of 
incorporation 

 01 January 
2005 

   
Revenue grant from KCB for planned staff 
redundancies in 2005 and 2006 

207 -  207

Capital support (deferred grants for 
procurement of infrastructure and rolling 
stock) 

6,232 (6,232)  -

Total 6,439 (6,232)  207
   

The deferred grant income for Capital support was removed in the incorporation opening 
balance, as these grants were received virtually by UNMIK in previous years before the 
incorporation of Kosovo Railways JSC and the new company does not have any further 
liabilities related to the assets received as contribution in kind at its incorporation. 

 

d) Recognize unrecorded liability for VAT and Corporate Income Tax 
In thousands of Euro  2004 

Audited 
 Effect of 

incorporation 
 01 January 

2005 
   
VAT payable for December 2004 37 -  37
VAT payable for August 2003 - 8  8
Additional VAT assessment 363 -  363
Disputed VAT amounts, not accrued (113) 113  -
Presumptive tax accrued 149 -  149
Corporate income tax - 101  101
Total 436 222  658
   

 

e) Provision for legal dispute and stolen wagons 

A provision of EUR 1,500 thousand was accrued in the incorporation opening balance in 
relation to possible future claims from other railroad companies for damages on their rolling 
stock that have occurred during the military actions in Kosovo. A provision of EUR 500 
thousand was accrued in the incorporation opening balance in relation to possible legal claims 
from previous employees that have been made redundant in previous years. 

 

f) Presentation of the loan received from the Ministry of Finance and Economy 

The loan was received from the Ministry of Trade and Economy in 2000. According to the 
initial loan terms it had to be repaid within one year till October 2001. No payments have been 
made on the loan till 31 December 2004 and thus it was presented as short-term in the audited 
financial statements at 31 December 2004. Subsequently, negotiations started with the Ministry 
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of Finance and Economy, which are expected to result in the Ministry not requiring repayment 
of the loan. No repayment has been made in 2005. Based on these facts and with the 
negotiations not completed, the loan at 01 January 2005 is presented as long-term liability. 

 

g) Adjustments reflecting the Equity section of the Balance Sheet 

The adjustments in the equity section are taken in order to reflect the incorporation of Kosovo 
Railways JSC. In this respect, all accumulated losses from previous years are removed and a 
share capital of EUR 25 thousand is accounted, corresponding to the registration certificate of 
the company. The reserves are recognized for the difference between the share capital and the 
fair value of the net assets of the newly incorporated company. 
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Appendix 
List of abbreviations used 
 
IAS  International Accounting Standards 
IASB  International Accounting Standards Board 
IFRIC  International Financial Reporting Interpretations Committee 
IFRS  International Financial Reporting Standards 
JSC  Joint-stock Company 
KCB  Kosovo Consolidated Budget 
KFOR  International Military Forces in Kosovo 
KR  Kosovo Railways 
KTA  Kosovo Trust Agency 
MFE  Kosovo Ministry of Finance and Economy 
VAT  Value Added Tax 
UNMIK United Nations Mission in Kosovo 
 


