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INTRODUCTION

Agora SA with the seat in Warsaw, Czerska 8/10 street, is registered in Commercial Court in Warsaw, register no. 59944, at the 20th Commercial Department of the National Register Court. 

Main activities of the Agora SA (the Company) are in media sector (media industry in accordance with the classification of the Warsaw Stock Exchange) that is mainly newspaper publishing – PKD 22.12.Z and advertising services PKD 74.40.Z (press advertisement), publishing of magazines and periodicals – PKD 22.13.Z. 

Agora SA is a parent company and a major investor in the Capital Group of Agora SA, manages the whole of the Group’s activities, includes in its organisational structure all main activities of the Group, excluding radio operations, which are carried through subordinated entities.

Main activities of Group’s activities, include:

· the copy sales and advertising sales of the Gazeta Wyborcza newspaper, which generates majority of the Group’s revenue and profit,

· magazines and other periodical print media,

· outdoor,

· radio operations,

· internet (portal www.gazeta.pl)

Presented financial statements contain data for the twelve months ended, and as at 31 December 2003 with comparative figures for the twelve months ended, and as at 31 December 2002. 

The results of Bis Media Sp. z o.o., Radio Klakson Sp. z o.o. and Regionalne Przedsiębiorstwo Związkowe Sp. z o.o. are included in the consolidated financial statement for the year of 2003.

The consolidated financial statement of the Group for the year of 2002 includes the financials of Art Marketing Syndicate SA Capital Group (AMS Group) for the fourth quarter of 2002 and Pomoże sp. z o.o  company for the second half of 2002 (as of the moment Agora took control over the said companies). 

Agora SA Management Board members:

        -    Wanda Rapaczynski

        -    Piotr Niemczycki

        -    Helena Łuczywo

·   Zbigniew Bąk

Agora SA Supervisory Board members:

· Stanisław Sołtysiński

· Anna Fornalczyk

· Tomasz Sielicki

· Louis Zachary

· Sandford Schwartz

There are no entities inside the Group that prepare their own financial statements.

Agora SA is a parent company and a major investor, which prepares consolidated financial statements of the Agora Group.

The consolidated financial statement for the year of  2002 was prepared after its merger with City Magazine       Sp. z o.o. company. The merger was included in the financial of the Group by means of the acquisition method as at   31 October 2002.

The consolidated financial statement of the Group was prepared with the assumption that the Group and its subsidiaries would continue their business activities in the foreseeable future. There are no threats that would prevent the companies from continuing their business operations, except for Barys Sp. z o.o. (radio company) and the subsidiaries of AMS SA, namely: Aktis Media Sp. z o.o, IDM Serwis Sp. z o.o. and Active Media Sp z o.o. The uncertainty in case of Barys Sp. z o.o. is that Polish National Broadcasting Council did not renewed the its licence therefore that company may be unable to continue its operations. Barys Sp. z o.o. has appealed against that decision but the results are unknown. Consolidation goodwill on acquisition of Barys Sp. z o.o. has been fully amortised in the current period.

In October and November of 2002, the management boards of Aktis Media Sp. z .o.o., IDM Serwis sp. z o.o. and Active Media sp z o.o filed for bankruptcy with their respective courts. On 20 February 2003, the District Court in Poznań declared Aktis Media company bankrupt. Furthermore, the said court on 11 February 2003, rejected the bankruptcy motion of IDM Serwis sp. z o.o. company on the grounds that the insolvent’s assets do not suffice to cover the cost of liquidation process. On 30 September 2003, the District Court in Poznań declared Aktive Media company bankrupt 

The shares, loans and liabilities resulting from guarantees given as at 31 December 2002 have been fully provided; as well as at 31 December 2003.

Organisational structure of the Group: 
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Companies within the Group are capital – related.

In the 2003 the consolidation included, in addition to Agora S.A., 28 companies, among which were Agora Poligrafia Sp. z o.o., Art Marketing Syndicate (3 companies) and 24 radio stations.

LIST OF COMPANIES IN THE GROUP WHICH ARE CONSOLIDATED OR VALUED USING THE EQUITY METHOD.
	No.
	a
	b
	c
	 
	j
	k

	 
	Company 
	location
	Company's 
	registering 
	percentage
	percentage

	 
	(with its legal status)
	 
	activity
	court
	of share
	of votes

	companies in the group which are consolidated with full consolidation method

	1
	Agora SA 
	Warszawa
	copy sales of newspapers and magazines, advertising sales
	Local Court in Warsaw, XX Commercial Department of the Register Court
	
	

	2
	KKK FM SA
	Wrocław
	local radio station
	Local Court in Wrocław Fabryczna, VI Commercial Department of the Register Court
	84.2%
	84.2%

	3
	Elita Sp. z o.o.
	Bydgoszcz
	local radio station
	Local Court in Bydgoszcz, XIII Commercial Department of the Register Court
	99.8%
	99.8%

	4
	Radio Trefl Sp. z o.o.
	Sopot
	local radio station
	Local Court in Gdańsk, XII Commercial Department of the Register Court
	99.96%
	99.96%

	5
	IM 40 Sp. z o.o.
	Warszawa
	local radio station
	Local Court in Warsaw,

XX Commercial Department of the Register Court
	72.0%
	72.0%

	6
	Lokalne Rozgłośnie Radiowe Sp. z o.o.
	Warszawa
	radio activity
	Local Court in Warsaw,

XX Commercial Department of the Register Court
	100.0%
	100.0%

	7
	O`LE Sp. z o.o.
	Opole
	local radio station
	Local Court in Opole,VIII Commercial Department of the Register Court
	100.0%
	100.0%

	8
	Karolina Sp. z o.o.
	Tychy
	local radio station
	Local Court in Katowice, Commercial Department of the Register Court
	100.0%
	100.0%

	9 
	CITY Radio Sp. z o.o.
	Częstochowa
	local radio station
	Local Court in Katowice, Commercial Department of the Register Court
	100.0%
	100.0%

	10
	BARYS Sp. z o.o.
	Tychy
	radio, TV, commercial, market research services
	Local Court in Katowice, Commercial Department of the Register Court
	89.8%
	89.8%

	11
	Radio Na fali Sp. z o.o. ( previous name ZUH UZNAM Sp z o.o.)
	Szczecin
	local radio station
	Local Court in Szczecin, XVII Commercial Department of the Register Court
	100.0%
	100.0%

	12
	Agora Poligrafia Sp. z o.o.
	Tychy
	newspaper printing
	Local Court in Katowice, Commercial Department of the Register Court
	100.0%
	100.0%

	13
	ROM Sp. z o.o.
	Warszawa
	local radio station
	Local Court in Warsaw,

XX Commercial Department of the Register Court
	100.0%
	100.0%

	14
	Agencja Reklamowa Jowisz Sp.  z o.o.
	Jelenia Góra
	local radio station
	Local Court in Wrocław Fabryczna, IX Commercial Department of the Register Court
	100.0%
	100.0%


	15
	Radio Pomoże Sp. z o.o.
	Bydgoszcz
	local radio station
	Local Court in Bydgoszcz, XIII Commercial Department of the Register Court
	100.0%
	100.0%

	16
	Twoje Radio Sp. o.o.
	Wałbrzych
	local radio station
	Local Court in Wrocław Fabryczna, IX Commercial Department of the Register Court
	23.0%
	23.0%

	17
	Wibor Sp.  z o.o.
	Nowy Sacz
	radio, TV, advertising
	Local Court in Krakow, XII Commercial Department of the Register Court
	100.0%
	100.0%

	18
	Art Marketing Syndicate S.A.
	Poznań
	outdoor advertising
	Local Court in Poznan, XXI Commercial Department of the Register Court
	99,83%
	99.86%

	19
	Adpol Sp. z o.o.
	Warszawa
	advertising
	Local Court in Warsaw,

XX Commercial Department of the Register Court
	100.0%
	100.0%

	20
	Akcent Media Sp. z o.o
	Poznań
	advertising
	Local Court in Poznan, XXI Commercial Department of the Register Court
	100.0%
	100.0%


	companies valued using the equity method

	21
	Jan Babczyszyn Radio Jazz FM Sp. z o.o.
	Poznań
	local radio station
	Local Court in Poznan,XXI Commercial Department of the Register Court
	42.0%
	42.0%

	22
	Biuro Obsługi Radiowej Sp. z o.o.
	Poznań
	radio, TV, commercial services
	Local Court in Poznan,XXI Commercial Department of the Register Court
	48.2%
	48.2%

	23
	Multimedia Plus Sp.  z o.o.
	Śrem
	radio, TV, advertising
	Local Court in Poznan,XXI Commercial Department of the Register Court
	24.0%
	24.0%

	24
	Inforadio Sp. z o.o.
	Warszawa
	supra regional radio station
	Local Court in Warsaw,

XIX Commercial Department of the Register Court
	41.6%
	41.6%

	25
	Radio Wanda Sp.   z o.o.
	Krakow
	radio, TV, commercial, market research services
	Local Court in Krakow Centre, XI Commercial Department of the Register Court
	27.0%
	27.0%

	26
	Radio Mazowsze Sp. z o.o.
	Łomianki
	local radio station
	Local Court in Warsaw,

XXI Commercial Department of the Register Court
	24.0%
	24.0%

	27
	Radio Klakson Sp. z o.o.
	Wrocław
	local radio station
	Local Court in Wrocław Fabryczna, VI Commercial Department of the Register Court
	49.0%
	49.0%

	28
	Bis Media Sp. z o.o.
	Lublin
	local radio station
	Local Court in Lublin, XI Commercial Department of the Register Court
	49.0%
	49.0%

	29
	Regionalne Przedsiębiorstwo Związkowe Sp. z o.o.
	Katowice
	local radio station
	Local Court in Katowice, Commercial Department of the Register Court
	49.0%
	49.0%


LIST OF COMPANIES IN THE GROUP WHICH ARE EXCLUDED FROM CONSOLIDATION OR VALUATION USING THE EQUITY METHOD

The Group excluded from the consolidation the following subsidiary and associated companies as not material based on art. 58 chapter 1 point 1 of the Accounting Act dated 29 September 1994 (the Law Book of 2002 no 76, item 694), further referred to as the Accounting Act.

Numbers are in PLN thousand, for the 12 months ended 31 December 2003:

	
	
	
	

	No
	Company
	Net sales and financial revenue
	net result
	balance sheet total

	1
	Radio Wawel Sp. z o.o.
	                                   - 
	                  - 
	                  - 

	2
	CHI Sp. z o.o.
	60
	         42
	          2,088 

	3
	Jamar Sp. z o.o.
	0
	              (10)
	24 

	4
	Projekt Inwestycyjny Sp. z o.o.
	0
	              (10)
	               25 

	5
	Polskie Badania Internetu Sp. z o.o.
	                              785 
	60
	221 

	6
	Aktis Media Sp. z o.o. (company is in the process of liquidation)
	Lack of information
	-
	-

	7
	IDM Serwis Sp. z o.o.
	0
	(174)
	10

	8
	Polskie Badania Reklamy Zewnętrznej Sp. z o.o.
	287
	(124)
	80

	9
	Active Media Sp. z o.o. (company is in the process of liquidation)
	Lack of information
	-
	-

	10
	Media System Sp. z o.o.
	2,577
	(604)
	1,885


Radio Wawel Sp. z o.o. has not commenced activities till 31 December 2003.

The value of shares in Aktis Media Sp z o.o., IDM Serwis Sp z. o.o., Active Media Sp. z o.o. was included in the revaluation write-off. 

During the year 2002 the Group set up a provision in the amount of PLN 707 thousand for the estimated consolidation impact on this year’s financial result of excluded from the consolidation CHI Sp z o.o. The said amount corresponded with the Agora’s share in the CHI Sp z o.o. loss for the year of 2002. There were no valuation adjustments in 2003.

SHARE OF COMPANIES OF THE GROUP (exc. Agora SA) IN EQUITY OF OTHER COMPANIES OF THE GROUP

	stake holder
	company
	share of equity

	Agencja Reklamowa Jowisz Sp.  z o.o.
	Twoje Radio  Sp. z o.o.
	  77 %

	Art Marketing Syndicate S.A.
	Aktis Media  Sp. z o.o.
	  90 %

	Art Marketing Syndicate S.A.
	IDM Serwis  Sp. z o.o.
	  58 %

	Art Marketing Syndicate S.A.
	Polskie Badania Reklamy Zewnętrznej  Sp. z o.o.
	  51 %

	Art Marketing Syndicate S.A.
	Adpol  Sp. z o.o.
	100 %

	Art Marketing Syndicate S.A.
	Akcent Media  Sp. z o.o.
	100 %

	IDM Serwis  Sp. z o.o.
	Active Media  Sp. z o.o.
	100 %

	Art Marketing Syndicate S.A.
	Media System Sp. z o.o.
	100 %


The presented consolidated financial statements for the period  ended 31 December 2003 are the first statements that include Radio Klakson Sp. z o.o., Bis Media Sp. z o.o. and Regionalne Przedsiębiorstwo Związkowe Sp. z o.o. (consolidated using equity method). Its main financial figures for the year ended 31 December 2003 are included in a table below.

Data for the 12 months ended 31 December 2003:

	No
	Company
	equity, including:
	share capital
	reserve capital
	profit (loss) from past years
	Net profit (loss) for the period
	liabilities and provisions
	receivables
	total assets
	sales

	1
	Radio Klakson Sp. z o.o.
	(2,165)
	50
	-
	(869)
	(1,346)
	3,171
	393
	1,006
	1,784

	2
	Bis Media Sp. z o.o.
	(1,030)
	1,000
	-
	(1,631)
	(399)
	1,524
	218
	494
	1,150

	3
	Regionalne Przedsiębiorstwo Związkowe Sp. z o.o.
	(6,223)
	50
	907
	(4,922)
	(2,271)
	7,091
	347
	868
	649


Wibor Sp. z o.o. became subsidiary as at 31 December 2003. As a consequence profit and loss of Wibor Sp. z o.o. has been included in the Group profit and loss using equity method, whereas balance sheet using full consolidation method.

Data for the 12 months ended 31 December 2003:

	No
	Company
	equity, including:
	share capital
	reserve capital
	profit (loss) from past years
	Net profit (loss) for the period
	liabilities and provisions
	receivables
	total assets
	sales

	1
	Wibor Sp. z o.o.
	1,339
	3,300
	-
	(1,357)
	(604)
	1,087
	272
	2,426
	1,418


All subordinated companies constituting the Group, except for Agora Poligrafia Sp. z o.o. were not consolidated till 30 June  2002. Their main financial figures for the period ended 31 December 2002 are included in a table below. The consolidated financial statements for the period ended 31 December 2002 were the first statements that include these companies, presented after the said changes.  

data for the 12 months period ended 31 December 2002:

	No
	Company
	equity, including:
	share capital
	reserve capital
	profit (loss) from past years
	Net profit (loss) for the period
	liabilities and provisions
	receivables
	total assets
	sales

	1
	KKK FM SA
	73 
	1,947 
	- 
	(1,355)
	(519)
	2,082 
	690 
	2,155 
	2,953 

	2
	Inforadio Sp. z o.o.
	 (42,045)
	14,490 
	        640 
	 (52,227)
	(4,938)
	43,143 
	718 
	1,098 
	1,521 

	3
	Elita Sp. z o.o.
	(41)
	3,629 
	        384 
	 (3,441)
	(613)
	874 
	212 
	833 
	1,088 

	4
	Radio Trefl Sp. z o.o.
	442 
	2,683 
	        900 
	(3,155)
	15 
	827 
	571 
	1,269 
	3,103 

	5
	Jan Babczyszyn Radio Jazz FM Sp. z o.o.
	194 
	        600 
	- 
	(351)
	(55)
	495 
	542 
	689 
	1,224 

	6
	IM 40 Sp. z o.o.
	5,077 
	1,000 
	        465 
	- 
	3,612 
	1,125 
	2,595 
	6,202 
	12,198 

	7
	Lokalne Rozgłośnie Radiowe Sp. z o.o.
	(41)
	        804 
	        525 
	 (834)
	(536)
	1,244 
	876 
	1,203 
	1,669 

	8
	O`LE Sp. z o.o.
	 (105)
	1,994 
	1,082 
	(2,415)
	(766)
	1,003 
	211 
	898 
	           757 

	9
	Karolina Sp. z o.o.
	3 415 
	1,100 
	- 
	- 
	2,315 
	835 
	1,779 
	4,250 
	7,713 

	10
	CITY Radio Sp. z o.o.
	(2,270)
	1,701 
	181 
	(3,280)
	(872)
	2,813 
	228 
	543 
	915 

	11
	Biuro Obsługi Radiowej Sp. z o.o.
	(2,488)
	1,336 
	 500 
	(2,920)
	(1,404)
	4,387 
	1,181 
	1,899 
	8,883 

	12
	BARYS Sp. z o.o.
	(3,094)
	        269 
	 - 
	(2,437)
	(926)
	3,743 
	166 
	649 
	           304 

	13
	Radio Na fali Sp. z o.o. (previous name ZUH UZNAM Sp z o.o.)
	368 
	2,544 
	        677 
	(1,893)
	(960)
	1,049 
	367 
	1,417 
	           984 

	14
	ROM Sp. z o.o.
	(5,437)
	        684 
	1,075 
	(5,272)
	(1,924)
	5,949 
	446 
	512 
	           193 

	15
	Radio Mazowsze Sp.  z o.o.
	(2,366)
	        269 
	        714 
	(1,928)
	(1,421)
	2,685 
	53 
	319 
	           105 

	16
	Radio Wanda Sp. z o.o.
	(1,031)
	        250 
	- 
	- 
	(1,281)
	2,696 
	648 
	1,665 
	1,859 

	17
	Twoje Radio Sp.  z o.o. 
	(830)
	          10 
	          26 
	(500)
	(366)
	991 
	50 
	161 
	           300 

	18
	Agencja Reklamowa Jowisz Sp.  z o.o.
	(1,912)
	        114 
	 - 
	(838)
	(1,188)
	2,474 
	163 
	562 
	1,057 

	19
	Multimedia Plus Sp.  z o.o.
	(506)
	1,121 
	 - 
	(414)
	(1,213)
	1,104 
	208 
	598 
	           659 

	20
	Wibor Sp.  z o.o.
	1,943 
	3,300 
	 - 
	(721)
	(636)
	571 
	291 
	2,514 
	1,776 

	21
	Radio Pomoże Sp. z o.o.
	(516)
	          20 
	- 
	(116)
	(420)
	728 
	141 
	212 
	           743 

	22
	Art  Marketing Syndicate S.A.
	14,338 
	8,434 
	54,226 
	- 
	(48,322)
	 127,898 
	35,149 
	142,236 
	88,362 

	23
	Adpol sp. zo.o.
	(2,038)
	        200 
	2,000 
	(634)
	(3,784)
	13,765 
	3,824 
	11,727 
	32,311 

	24
	Akcent Media Sp. z o.o.
	(2,633)
	        100 
	- 
	(290)
	(2,443)
	3,187 
	484 
	554 
	3,009 


In 2003 in the balance sheet the Group has changed the presentation of the short term monetary assets of maturities up to 3 months (treasury papers and shares in investment funds), which are now presented as cash equivalents, while they used to presented as short term financial assets and in the cash flow statement the presentation of impairment losses. The changes are described in additional explanatory note No 16.

There were no qualifications to auditor’s opinions regarding Group’s financial statements issued in prior years. Except for the qualification on the consolidated financial statements of AMS S.A. Group for the year 2002, as follows:

“In relation to our audit of the financial statements for 2002, the Company's directors submitted a representation letter as to, among other points, the completeness of accounting records, disclosure of all contingent liabilities in the financial statements, disclosure of all significant subsequent events after balance sheet date and submitting fair

and complete information to us. The representation relates to events, actions, abandonment of actions, plans and other facts, which occurred after 2 September 2002, when the new Board of Directors was appointed. In the course of our audit we were not submitted with a representation for the period prior to 2 September 2002.”

The Group keeps books following the Accounting Act dated 29 September 1994 (the Law Book of 2002 no 76, item 694), further referred to as the Accounting Act.  

I. PRINCIPAL ACCOUNTING POLICIES, METHODS FOR VALUATION OF ASSETS AND LIABILITIES, MEASURING OF THE PROFIT FOR THE YEAR AND PREPARATION OF THE FINANCIAL STATEMENTS

Consolidated financial statements for the period from 1 January to the 31 December 2003 include financial statements of the parent’s company Agora SA, and its subsidiary and associated companies in accordance with the list of companies included in the consolidation or equity method valuation. Other companies listed above were excluded from consolidation as not material based on art. 58 chapter 1 point 1 of the Accounting Act.

The Group is keeping its books in accordance with provisions of Accounting Act, dated 29 September 1994 (the Law Book of 2002 no 76, item 694).

The consolidated financial statements of the Group as well as non-consolidated financial statement of its subsidiaries, including the comparative data, were prepared in accordance with provisions of Accounting Act, regulations issued based on that Act and the Cabinets Decree on specific conditions for prospectus and prospectus summary, dated 16 October 2001, (Law book no 139, item. 1568 with amendments) and Polish accounting regulations.

There are no threats that the Group or the single entities constituting the Group are a going concern.

1. Intangible fixed assets

Intangible fixed assets include property rights acquired by the Group, except for investments, that ate treated as fixed assets with economic useful life exceeding one year. The assets are supposed to be used by the Group, and include among other items:

a) copyright and similar laws, licences, concessions,

b) patents, trademark rights,

c) know – how.

Intangible fixed assets are valued at acquisition price or at development cost and are amortised over their useful economic life periods.

Intangible fixed assets of a unit cost of less than 3,500 PLN are fully amortised in the month of acquisition or transfer from construction in progress.

Groups of intangible fixed assets of a unit cost of less than 3,500 PLN can be amortised over their useful economic life periods when it is material.
The principle amortisation rates used are as follows:

	Computer software
	14.0 - 50.0%

	Licences, patents and trademarks
	20.0%

	Goodwill
	5.0-20.0%

	Magazine titles
	5.0 - 20.0%

	Other
	20.0%


2. Tangible fixed assets

Tangible fixed assets include tangible assets acquired by the Group, except for investments, that ate treated as fixed assets with economic useful life exceeding one year. The assets are supposed to be used by the Group, and include among other items:

a) real estate including land and perpetual usufruct of land, buildings and constructions and other real estate properties,

b) machinery, equipment, vehicles and other,

c) leasehold improvements.

Tangible fixed assets are recorded at acquisition price or at the cost of production, reconstruction or improvement. Tangible fixed assets are subject to periodical statutory revaluation in accordance with the Accounting Act dated 29 September 1994.

Assets of immaterial value are not treated as tangible fixed assets.

Tangible fixed assets are depreciated using the straight-line or reducing balance methods over their estimated useful lives. Depreciation commences from the month following the month in which a fixed asset was acquired or transferred from construction in progress. Tangible fixed assets of value lower then PLN 3,500 are fully depreciated in the month of acquisition or transfer from construction in progress.

Groups of intangible fixed assets of a unit cost of less than 3,500 PLN can be amortised over their useful economic life periods when it is material.

Land is not depreciated.

Expenditure on repairs or maintenance of tangible fixed assets which do not improve or extend the useful life of the asset are expensed as incurred; significant improvements are capitalised.


The principle depreciation rates used are as follows:

	Buildings and constructions
	2.5-10.0%

	Plant and machinery
	5.0-60.0%

	Vehicles
	14.0-20.0%

	Perpetual usufruct of land
	1.1%

	Other
	10.0- 25.0%


3. Assets under construction

Assets under construction are valued at either the acquisition price or the production cost of the tangible or intangible fixed assets which will be brought into use on completion. 

Acquisition cost or purchase cost of assets under construction, tangible and intangible fixed assets includes all costs of construction, putting to use or improving of the fixed asset incurred up to the balance sheet date, including:

1) non deductible value added tax and excise tax,

2) costs of financing of the assets, including foreign exchange differences.

4. Investments in subsidiaries, associates and other (excluded from consolidation)

Shares, additional capital contributions and long term securities are carried at cost, less amounts recognised impairment losses, which are recognised as described in note 10.

Impairment losses are charged to financial costs.

5. Inventory

Inventory is valued at the lower of net realisable value and cost or cost of production which approximates actual cost. 

The cost of inventories is assigned by using individual costs in case of printing-ink and first-in, first-out basis in case of other materials, goods for resale and finished goods.

Net realisable value is the estimated selling price in the ordinary course of business, less the estimated costs of completion and the estimated costs necessary to make the sale.

In the balance sheet inventory is stated net of provisions made for slow moving or obsolete stock.

6. Debtors, claims and payables

Debtors and claims at the balance sheet date are valued at amounts due, with application of a prudence concept.

The Group provides for receivables in dispute, doubtful debts including also all debts overdue for at least 3 months, except for those resulting from barter sales. The provisions are charged to the other operating or financial cost depending on the nature of the amount that was provided for.

Debtors balances at the balance sheet are stated net of provisions for doubtful debts.

Payables at the balance sheet date are valued at amounts due, with application of a prudence concept.

Receipt of receivables or payment of liabilities made in foreign currencies is translated to PLN using the exchange rate of the bank which provides the service to the Group.

Financial liabilities, that are to be settled by providing other than monetary assets or exchanged for financial instruments, are stated at fair value.

7. Originated loans

Loans originated by the Group are financial assets created by the Group providing money, goods, or services to a debtor, other than those created with the intent to be sold in the short-term. Loans originated by the Group comprise loans provided to associate entities, other non-consolidated entities and buy sell back treasury bonds. Originated loans are carried at amortized cost, less impairment losses recognised. Accrued interest is included in net profit or loss for the period in which it arises. The Group instantly recognises impairment losses for all interest accrued on loans given.

8. Trading instruments

Trading instruments are those that the Group principally holds for the purpose of short-term profit taking. Subsequent to initial recognition (at which date trading instruments are stated at cost), all trading instruments are measured at fair value.

9. Derivative financial instruments

At 31 December 2003 the Group was a party to contracts that contained derivative financial instruments embedded into rental and other contracts denominated in foreign currencies. Upon acquisition of such financial instruments the Group assesses whether the economic characteristics of the embedded derivative instrument are clearly and closely related to the economic characteristics of the financial instrument ("host contract") and whether the financial instrument that embodies both the embedded derivative instrument and the host contract is currently measured at fair value with changes in fair value reported in earnings, and whether a separate instrument with the same terms as the embedded instrument would meet the definition of a derivative instrument. If the embedded derivative instrument is determined not to be clearly and closely related to the host contract and the embedded derivative instrument would qualify as a derivative instrument, the embedded derivative instrument is separated from the host contract and valued at fair value with changes recorded in earnings.

Derivative financial instruments are recognized initially at cost. Subsequent to initial recognition, derivative financial instruments are stated at fair value. The Group does not apply hedge accounting and any gain or loss relating to the change in the fair value of the derivative financial instrument is recognized in the income statement.  
10. Impairment losses of assets

At each balance sheet date all assets, excluding inventory, financial instruments, short term investments, deferred tax assets, assets of employee benefits for which other measurement methods are applied should be tested for impairment.

Assessment whether there is any identification that an asset may be impaired is performed in accordance with provision of the IAS 36 “Impairment of assets” and IAS 39 “Financial instruments: recognition and measurement”.

Impairment loss is recognised when there is a significant probability that the asset controlled by the Group will not generate future economic benefits in the amount at least equal to its carrying value.

In that situation an impairment loss is recognised that will reduce the carrying value of an asset to its net realisable value, or when the realisable value does not exist to its fair value, which is estimated in another way. The fair value is assumed to be a present value of discounted future economic benefits which will be generated by the assets.

Impairment losses are charged to costs in the income statement adequate to the nature of the impaired assets.

The Group at each balance sheet date reviews recognised impairment losses whether there is any indication showing that same of the recognised impairment losses should be reversed. 

If the recognised impairment loss should be reversed and the increased carrying amount of an asset due to a reversal in an impairment loss should not exceed the carrying amount that would have been determined had no impairment loss been recognised for the asset in prior years.

Reversal on an impairment loss should be recognised in the income statement as other operating income or financial income depending of a nature of the asset for which the loss is reversed.

11. Equity

Share capital of the parent company is also the share capital of the Group and is disclosed in nominal value of registered shares, resulting from the parent company’s statute and commercial register. The share capital is PLN 56,757,525 and represented 56,757,525 shares of nominal value of PLN 1 each.

Reserve capital of the Group is composed of the reserve capital of the parent company and reserve capital of subordinated companies as described below.

Share premium is a reserve capital from Agora’s IPO in 1999 and is presented net of the IPO’s costs decreased by the tax shield on the costs.

Reserve capital has been created by transfers from net income, reduction of share capital with no payments, reduction of revaluation reserve connected with sale or liquidation of revalued fixed assets and share premium. 

Costs of the share issue relating to the creation of a joint stock company or increasing of the share capital decrease the reserve capital up to the value of a difference between the value of the share issue and the nominal value of shares issued, any surplus costs are charged to financial costs.

Reserve capital of subordinated companies as at the date of purchase of shares, to the extent purchased by parent company is compensated with purchase price as stated in parent company’s balance sheet as at the date of transaction (the difference is goodwill). Change of reserve capital after the date of the transaction to the extent attributed to the Group is included in the Group reserve capital. Remaining part of reserve capital of subordinated companies is included in minority interests, as described below.

Consolidated profit (loss) is the sum of profit (loss) of the parent company, the parent’s share in the profit (loss) of associate and subsidiary companies, after consolidation adjustments.
12. Minority interests

Minority interests are calculated as a share of minority shareholders in subordinate companies as at balance sheet date. This amount corresponds to the sum of minority interests at the beginning of the year and changes attributed to minority shareholders. Those changes result from:

· changes in minority shares in subordinated companies – such as purchase, sale, increase or decrease of share capital,

· changes other than resulting from changes in share in subordinated companies – such as increase or decrease in share capital with no effect on share in equity, additional contributions paid by minority shareholders, net result of the current period, revaluation made in the current period, distribution of prior period result.

Minority interests are not to be negative. In case when equity attributed to minority shareholders is negative, the loss attributed to minority shareholders in the amount exceeding minority interests is charged to the Group reserve capital. The whole profit made by a subsidiary in the next years is charged in full to the Group reserve capital to the extent the Group capital has already absorbed the losses attributed to minority shareholders.

13. Provisions

Provisions are set for liabilities that exist at the balance sheet date, of uncertain timing or amount, especially for: 

· losses on operations, including losses on guarantees given, losses resulting from ongoing court proceedings,

· future liabilities resulting from restructuring programme, if in accordance with other regulations the Group is required to carry out the restructuring programme or binding agreements regarding restructuring have been set, or in other ways the Group has a constructive obligation to restructure that it cannot realistically withdraw from the restructuring, additionally existing restructuring plans allow to reliably measure the liabilities of restructuring.

Provisions shall be included in other operating or financial costs or in extraordinary losses, respectively, depending on the circumstances such future liabilities refer to.

Where the risk for which reserves have been created diminishes or ceases to exist, the amount of the unused reserves shall be added, respectively, to other operating or financial revenues or extraordinary profits as on the date they proved unnecessary.

Provisions are not recognised for future operating losses.

14. Inter-period settlements of costs and deferred income

Costs and revenues according to the accruals and matching concepts are deferred and apportioned in time.

Costs concerning future reporting periods are deferred and apportioned in time as prepayments (e.g. insurance costs) in a way that a portion of these costs is charged to appropriate accounting period, if it is material. 

Accruals are reported in the amount of probable liabilities relating to the current reporting period and resulting in particular from costs of the accounting period, among other from:

· outstanding vacation days – in the amount of estimated salary to be paid to individuals when they take the outstanding days off,

· incentive plans for management and high performing employees - in the amount of the cash bonus that will be paid to the beneficiates of the plan,

· other costs that should be charged to the accounting period, that result from benefits delivered to the Group that will be invoiced and paid for in the future, when the amount of the liability can be measured reliably, e.g. salaries for a period, other operating costs that are usually invoiced with a delay, e.g. telecommunication costs.

Prepayments and accrued expenses may be absorbed on the time basis or on the basis of the amount of service.

If the contractual value of financial assets received is lower than the related liability (payable), which also refers to securities issued by an entity, the difference shall be charged to prepayments which shall be absorbed to financial costs in equal instalments throughout the period of the liability applying the amortised cost method.

Liabilities recognised as accrued expenses in prior periods shall be deducted from the costs of the reporting period in which it was proved that such liabilities did not arise or that their amount is lower.

The deferred income account kept under the principle of prudence, shall, in particular, include:

· the equivalent of sums paid by or due from contracting parties and relating to benefits to be provided in following reporting periods;

· cash means received for the purpose of financing the acquisition or production of fixed assets, including fixed assets under construction or development projects if they do not increase the Group's own capital (funds) under separate statutory law. The amounts included in the amounts of revenues shown as deferred income shall gradually increase other operating revenues in parallel to depreciation or amortization write-offs taken from fixed assets or costs of development projects financed from those sources;

· negative goodwill resulting from a merger or incorporation of other companies

15. Revenues and expenses

Sales revenue comprises revenue earned (net of returns, discounts and allowances) from the provision of products or services to the third parties. Revenues are recognised when the conditions of sale have been met and no significant  uncertainties remain regarding the acceptance of the goods and/or services. Sales revenues are stated net of value added tax (VAT). Revenues and matching them costs are recognised on the accrual basis regardless the actual payment date.

16. Other operating revenue and expenses

Other operating revenue and expenses are connected with the Group’s operations and have influence on the profit on operating activities. 
Revenues represent: revenue from the sale of fixed assets, value of resolved provisions for doubtful debts and economy risk except for provisions connected with financial risk, fines and compensations received and fixed assets received as a contribution. 
Other operating costs represent: value of fixed assets sold, provisions created for doubtful debts and economy risk except for provisions connected with financial risk, fines and compensations paid, contributions made and adjustments of stocks value.

17. Financial revenue and expenses

Financial revenue and expenses represent interests resulting from bank credits and loans given and received, foreign exchange differences, commissions, revenue and expenses connected with value adjustments of shares and other short term investments, including value of created and resolved provisions connected with financial risk, also interest received, realised results on short-term investments.

18. Foreign exchange differences

The Group applies the following foreign exchange translation provisions to items denominated in foreign currencies at the balance sheet date:

1) assets (excluding the shares in subordinate entities valuated according to the ownership title method ) - at the purchasing rate used by the bank whose services are used by the Group as on that date, though not higher than the average rate determined for a given currency by the National Bank of Poland as on the said date,

2) liabilities - at the selling rate used by the bank whose services are used by the Group as on that date, though not lower than the average rate determined for a given currency by the National Bank of Poland as on the said date.

Business transactions denominated in foreign currencies shall be translated in books as on the date they are performed applying the exchange rate:

- the purchasing or selling rate of the bank whose services are used by the Group - in case of foreign currency sales or purchase transactions, as well as of the debt or liability payment transactions;

- the average rate specified for a given currency by the National Bank of Poland as on the transaction date, unless a customs declaration or other document binding for the Group indicates another rate - in the case of other transactions.

If assets and liabilities are denominated in currencies for which rates are not specified by the bank whose services are used by the Group or by the National Bank of Poland, the rates of such currencies shall be determined in relation to a reference currency indicated by the Group, whose rate is specified by the National Bank of Poland.

Foreign exchange differences arising from the balance sheet date translation of assets and liabilities denominated in foreign currencies and settlement of foreign currency receivables or payables, as well as selling foreign currencies are charged to net financial revenues or costs. The netting of realised and unrealised foreign exchange differences is done only for the purposes of presentation in the financial statements of these differences.

Differences in exchange rates referring to long-term investments denominated in foreign currencies and relating to the valuation at the balance sheet date thereof shall be calculated as follows:

- foreign exchange gains that increase the long-term investments are charged to the revaluation reserve,

- foreign exchange gains are charged to income up to the amount of foreign exchange losses previously recognised as costs for a specified investment,

- foreign exchange losses that decrease the value of the investment that previously was revalued, decrease revaluation reserve up to the amount that was previously posted to that reserve, in other cases they are charged to financial costs.

Exchange differences, relating to other assets and liabilities denominated in foreign currencies and resulting from the valuation thereof as on the date of such valuation or from the payment of debts and liabilities in foreign currencies as well as on the date of the currency sales, shall respectively be included in revenues or financial costs and, in substantiated cases, to the product manufacturing cost or goods acquisition price , as well as to the acquisition price or construction cost of the fixed assets, the fixed assets under construction or intangible assets.

Extraordinary gains and losses

Extraordinary gains and losses result from unrepeatable events that are not connected with regular Group’s operation.

20.
Obligatory charges to the profit or loss

An obligatory charge to the gross profit is represented by current corporate income tax and deferred income tax. Tax charge in the income statement consists of current and deferred tax expense.

Current tax expense is calculated in accordance with the tax law.

The deferred tax charged to the income statement is the difference between the opening and closing balances of the deferred tax liability or asset.

Deferred tax liabilities or assets which arose on transactions that are posted to equity, are also posted to equity.

Deferred tax asset is calculated as a sum of amounts that will be deducted from future taxes payable, resulting from negative timing differences that will lower the future tax base as well as carried forward deductible tax losses. Prudence concept is applied in assessing the above amounts.

Deferred tax provision is calculated as amounts that will be payable as future taxes, resulting from positive timing differences that will increase the future tax base. 

The deferred tax assets and provisions are calculated using the corporate income tax rate ruling in the year when the tax becomes payable.

21.
Investment relief

The fixed assets under the investment relief are depreciated using the rates set in the Group’s depreciation plan. The depreciation of the finished assets under the scheme is not tax allowed cost up to the amount of an investment relief taken.

The amount of investment tax relief which is an acceleration of depreciation of tangible fixed assets reduce profit/loss before taxation for calculation of the tax base. The Group creates provisions for corporate income tax connected with the investment relief.

22.
Presentation of financial information

The Group prepares the financial statements in a scope provided by adequate laws for public companies.

The Group prepares calculative income statement, costs by type of expenditure are presented in an additional explanatory note in the semi annual and annual financial statements.

Cash flow statement is prepared in indirect form.

Agora SA is a parent company of a Capital Group of Agora SA which is preparing consolidated financial statements according to Polish accounting regulations and International Financial Reporting Standards (IFRS).

23.
Consolidation of the Capital Group of Agora SA

Agora SA is a parent company and a major investor in the Capital Group of Agora SA, manages the whole of the Group’s activities, includes in its organisational structure all main activities of the Group, excluding radio operations, which are carried through subordinated entities.

Main activities of Group’s activities, include:

· the copy sales and advertising sales of the Gazeta Wyborcza newspaper, which generates majority of the Group’s revenue and profit
· magazines and other periodical print media,
· outdoor,
· radio operations,
internet (portal www.gazeta.pl)

Consolidated financial statements include financial statements of the parent’s company Agora SA, financial statements of its subsidiaries and shares in associate companies valuated using the equity method. Companies which are immaterial are excluded from consolidation based on art. 58 chapter 1 point 1 of the Accounting Act.

When the company became subordinated to Agora SA during the year, only the results from the date of acquisition are added to the consolidated results.

Subsidiaries are consolidated using the full consolidation method, interests in associate companies are valued using the equity method.

· Full consolidation method assumes aggregating respective balance sheet, profit and loss account and cash flow statement items of Agora SA and its subsidiaries with deduction of the following items:
· value of the shares held by the parent company in its subsidiary and part of the net assets of the subsidiary as of the book value at the date of inception,
· inter-company receivables and payables,
· inter-company revenues and costs,
· profits and losses of inter-company transactions included in the consolidated assets and equity and liabilities,

dividends paid/ received by the subsidiary to/ from the parent company.

Under the equity method, fixed assets of a consolidated balance sheet shall include a separate item "interest in subordinated entities valuated with the equity method" showing the acquisition cost thereof adjusted by the difference between the share acquisition cost and Group’s share in the entities' equity. The difference shall be shown as a separate consolidated balance sheet item, and it shall be charged to the consolidated profit and loss account according by goodwill amortisation charges.

The adjusted acquisition cost referred to above and assessed as on the date when a significant influence was gained or the control or joint-control started shall respectively be increased or reduced by a part of increases or decreases in the subordinated entity's own capital apportioned to a dominant entity or other consolidated capital group entity which occurred between the above-mentioned date and the balance sheet date including the reductions due to the settlements with its owners.

Total charges of goodwill amortisation and share in net losses of subsidiaries cannot exceed the cost of acquisition of shares in that company.

Goodwill on consolidation is calculated as the excess of the cost of acquisition of the company over the fair value of its net assets. The goodwill is presented as a separate long term asset “goodwill of subordinated entities” on the face of the balance sheet.

Negative goodwill is the excess of the fair value of the company’s net assets over the cost of acquisition. The negative goodwill is presented as a separate item “negative goodwill” in the balance sheet.

The negative goodwill, up to the amount thereof not exceeding the fair value of the acquired fixed assets, with the exception of long-term financial assets quoted on regulated markets, shall be included by an entity in an account of prepayments and accruals for the period being a weighted average of the useful life of the acquired and depreciable assets. The amount of negative goodwill exceeding the fair value of fixed assets excluding the long-term financial assets quoted on regulated markets shall be included in revenues as on the date of gaining control or significant influence over the company.

The negative goodwill shall be charged to other operating revenues up to the amount thereof referring to the future losses and costs assessed in a reliable way and determined by the bidding company as on the date of acquisition but not constituting the liability existing at that date. The write-off shall be made in the reporting period in which the losses and costs influence the financial result. If such losses and costs have not been incurred in the previously anticipated reporting periods the negative goodwill shall be written off in the manner specified above.

II. SELECTED FINANCIAL DATA FOR CURRENT AND  PREVIOUS YEARS

	EXCHANGE RATES USED TO TRANSLATE PLN INTO EURO
	

	
	
	
	
	

	Year
	Average exchange rate 
	Minimal exchange rate
	Maximum exchange rate
	Year end exchange rate

	year 2003
	4.4268
	3.9773
	4.7170
	4.7170

	 year 2002
	3.8599
	3.5015
	4.2116
	4.0202


	 
	 '000 PLN 
	 '000 EURO 
	 

	SELECTED  FINANCIAL  DATA 
	2003
	2002
	2003
	2002

	I.  Net sales of merchandise and finished products
	              853,507 
	              785,289 
	              192,805 
	              203,448 

	II. Profit on operating activities
	                17,338 
	                74,351 
	                  3,917 
	                19,262 

	III. Profit before taxation
	                (4,973)
	                78,437 
	                (1,123)
	                20,321 

	IV. Net profit (loss)
	                  2,118 
	                52,405 
	                     478 
	                13,577 

	V. Net cash flow from operating activities
	              134,360 
	              187,483 
	                30,351 
	                48,572 

	VI. Cash flow from investment activities
	              (58,812)
	            (356,682)
	              (13,285)
	              (92,407)

	VII. Cash flow from financing activities
	              (36,059)
	                80,836 
	                (8,146)
	                20,943 

	VIII. Total net cash flows
	                39,489 
	              (88,363)
	                  8,920 
	              (22,893)

	IX. Total assets
	           1,362,311 
	           1,431,759 
	              288,809 
	              356,141 

	X. Liabilities and provisions for liabilities
	              295,792 
	              367,204 
	                62,708 
	                91,340 

	XI. Long-term liabilities
	              139,564 
	              140,142 
	                29,587 
	                34,859 

	XII. Short-term liabilities
	                82,305 
	              137,593 
	                17,449 
	                34,225 

	XIII. Equity
	           1,065,246 
	           1,063,079 
	              225,831 
	              264,434 

	XIV. Share capital
	                56,758 
	                56,758 
	                12,033 
	                14,118 

	XV. Number of shares
	         56,757,525 
	         56,757,525 
	         56,757,525 
	         56,757,525 

	XVI. Net profit per ordinary share (w PLN /  EUR)
	                    0.04 
	                    0.92 
	                    0.01 
	                    0.24 

	XVII. Diluted profit / (loss) after taxation per ordinary share (w PLN / EUR)
	                         - 
	                         - 
	                         - 
	                         - 

	XVIII Book value per share (w PLN / EUR) 
	                  18.77 
	                  18.73 
	                    3.98 
	                    4.66 

	XIX. Diluted book value per share (w PLN / EUR) 
	                         - 
	                         - 
	                         - 
	                         - 

	XX. Declared dividend per one share (w PLN / EUR)
	                         - 
	                         - 
	                         - 
	                         - 


Selected financial date for the current year and comparative figures for previous year were converted to EURO in the following way:

1. balance sheet figures were converted using the average exchange rate published by the National Bank of Poland for the last day of the year,

2. figures of income statement and cash flow statement were converted using the arithmetical average of average exchange rates published by the National Bank of Poland for the last day of every month within year.

III. SIGNIFICANT DIFFERENCES BETWEEN THE PRESENTED FINANCIAL STATEMENTS PREPARED UNDER THE POLISH ACCOUNTING ACT (PAA) AND FINANCIAL STATEMENTS UNDER THE INTERNATIONAL FINANCIAL REPORTING STANDARDS (IFRS)

Since under IFRS Agora SA is obliged to prepare consolidated financial statements only, below are presented differences in accounting methods and policies adopted by the Group under the PAA in comparison to the IFRS, applicable to Group’s operations:

1. In the IFRS financial statements computer software is disclosed as tangible fixed assets while under PAA it is classified as intangible fixed assets.

2. In the IFRS financial statements goodwill amortisation is presented in “operating costs”, whereas in PAA financial statements in “goodwill amortisation from subordinated entities”. Consequently the EBIT figures differ in both financial statements. In PAA financial statements EBIT does not include this charge; in IFRS financial statements EBIT is decreased by this charge.

There are no other material differences between accounting methods and policies adopted by the Company under the PAA in comparison to IFRS, applicable to Group’s operations.
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