
AGORA GROUP

MANAGEMENT DISCUSSION AND ANALYSIS FOR THE YEAR 2006
TO THE FINANCIAL STATEMENTS
PRESENTED ACCORDING TO

INTERNATIONAL FINANCIAL REPORTING STANDARDS

TABLE OF CONTENTS

4I. IMPORTANT EVENTS AND FACTORS WHICH INFLUENCE THE FINANCIALS OF THE GROUP


5II. EXTERNAL AND INTERNAL FACTORS IMPORTANT FOR THE DEVELOPMENT OF THE GROUP


51.  EXTERNAL FACTORS


51.1. Advertising market


51.2. Copy sales and readership of newspapers


52. INTERNAL FACTORS


52.1. Revenues from Gazeta Wyborcza’s paid circulation


52.2. Book collections


52.3. Marketing and promotion cost


52.4. Staff cost and headcount


63. PROSPECTS


63.1. Advertising market


63.2. Increasing operating efficiency of the Group


63.3. Newsprint cost


63.4. Growth and investments


63.5. Competition in the newspaper market


73.6. Share-based compensation


8III. FINANCIAL RESULTS


81. THE AGORA GROUP


82. PROFIT AND LOSS ACCOUNT OF THE AGORA GROUP


92.1. Financial results presented according to major lines of business of the Agora Group for the year 2006


92.2. Sales and markets of the Group


92.3. Suppliers of the Group


92.4. Finance cost, net


103. BALANCE SHEET OF THE AGORA GROUP


103.1. Non-current assets


103.2. Current assets


103.3. Non-current liabilities and provisions


103.4. Current liabilities and provisions


114. CASH FLOW STATEMENT OF THE AGORA GROUP


114.1. Operating activities


114.2. Investment activities


114.3. Financing activities


125. SELECTED FINANCIAL RATIOS [5]


13IV. OPERATING REVIEW - MAJOR LINES OF BUSINESS OF THE AGORA GROUP


13IV.A. NEWSPAPERS AND INTERNET


131. GAZETA WYBORCZA


131.1. Revenue


131.1.1. Copy sales


141.1.2. Advertising sales


141.1.3. Book collections


141.1.4. Other revenues


151.2. Cost of production of Gazeta Wyborcza (newsprint and printing services)


151.2.1. Newsprint and printing services


152. FREE PRESS


153. NOWY DZIEN


154. INTERNET [6]


17IV.B. THE MAGAZINES [7]


171. REVENUE


171.1. Copy sales


171.2. Advertising sales


182. COST


19IV.C. OUTDOOR (AMS GROUP)


191. REVENUE


192. COST


193. IMPORTANT EVENTS


21IV.D. RADIO


211. LOCAL RADIO STATIONS


222. SUPERREGIONAL RADIO TOK FM


23NOTES


25V. MANAGEMENT BOARD’S REPRESENTATIONS


251. Representation concerning accounting policies


252. Representation concerning election of the Company’s auditor


26VI. additional information


26VI.A. INFORMATION CONCERNING SIGNIFICANT CONTRACTS


26VI.B. CHANGES IN CAPITAL AFFILIATIONS OF THE ISSUER WITH OTHER ENTITIES


261. Changes in the shareholders’ structure


262. Capital restructuring in the Agora Radio Group


27VI.C. OTHER SUPPLEMENTARY INFORMATION


271. Description of transactions with related parties


282. Information on loans taken,  guarantees received by the Company


283. Changes in the composition of Company’s Management and Supervisory Board


284. The rules governing election and dismissal of Management Board members and their rights, including the right to decide about share issue or buyback program.


295. Agreements between the Company and Management Board’s members on compensation in case of resignation or dismissal


296. Remuneration, bonuses and other benefits paid, due or potentially due to members of Management and Supervisory Board


307. The shares in Agora SA and its related parties owned by members of the Management Board


307.1. Shares in Agora SA


307.2. Shares in Agora Holding Sp. z o.o.


308. The shares in Agora SA and its related parties owned by members of the Supervisory Board


308.1. Shares in Agora SA


308.2. Related companies


309. Changes to the basic rules of managing the issuer’s company and its capital group. Description of changes in the organization of Agora’s capital group.


3110. Description of main capital investments


3111. Information on loans granted, guarantees and other off-balance sheet items


3112. Shareholders entitled to exercise over 5% of total voting rights at the General Meeting of Shareholders, either directly or through affiliates as of the date of publication of the report for 2006


3213. Holders of all securities which grant special control rights in relation to the Issuer


3214. Limitations regarding the transfer of ownership rights to the Issuer’s securities and limitations regarding exercising the voting rights carried by the Issuer’s shares


3315. The system of control of employee share scheme


3316. Information about agreements signed with auditor


3317. Information about financial instruments




AGORA GROUP

MANAGEMENT DISCUSSION AND ANALYSIS (MD&A)

OF THE GROUP’S RESULTS FOR THE YEAR 2006
TO THE FINANCIAL STATEMENTS
PRESENTED ACCORDING TO

 INTERNATIONAL FINANCIAL REPORTING STANDARDS

REVENUE PLN 1,134 MILLION, NET PROFIT PLN 33 MILLION, OPERATING EBITDA 
PLN 151 MILLION, OPERATING CASHFLOW PLN 147 MILLION, FREE CASH FLOW PLN 105 MILLION 

Unless indicated otherwise, all data presented herein represent the year of 2006, while comparisons refer to the the year of 2005. All data sources are presented in part IV of this MD&A.

I. IMPORTANT EVENTS AND FACTORS WHICH INFLUENCE THE FINANCIALS OF THE GROUP

· In 2006 revenues of the Group amounted to PLN 1.13 billion (down 5.7% yoy). Advertising sales reached PLN 755 million, revenues from copy sales PLN 171 million and book sales PLN 123 million. 

· In 2006 advertising spending for all media grew by 10%. TV was the driver of growth and increased its revenues by 12%.  Ad spend for dailies was 3% higher than last year. 

· In 2006 Gazeta’s advertising sales were PLN 473 million and its share in total newspaper advertising spending stood at 41%.

· In 2006 Gazeta sold on average 434 thousand copies and recorded 19.8% weekly readership reach. 
· AMS grew revenues by 5% to PLN 151 million in 2006. 

· Revenues of Gazeta.pl were up 24% in 2006 and the portal reached positive EBITDA. Executing its Internet strategy, in 2006 Agora enriched its online offer by a number of new services (including two vortals and a news service GazetaWyborcza.pl), as well as revamped key existing others. 

· Operating EBITDA of the Group was PLN 151 million and EBITDA margin stood at 13%. In 2006 the Group posted PLN 33 million net profit. 

The President Wanda Rapaczynski comments:

”Gazeta emerged victorious from the trial by fire and is stronger than ever. I think, we demonstrated how much we care about our flagship business. Now the company turns its attention to expanding scale and improving results”.
II. EXTERNAL AND INTERNAL FACTORS IMPORTANT FOR THE DEVELOPMENT OF THE GROUP

1.  EXTERNAL FACTORS
1.1. Advertising market

According to Agora’s estimates based on public data sources, in 2006 advertising spending in Poland in all media reached PLN 6 billion and grew by PLN 0.5 billion yoy (10%). TV was most popular with advertisers. In 2006 almost 46% of all advertising budgets went to TV which grew its share in total ad spend by nearly 1pp. During the period, advertisers spent only PLN 24 million more on newspapers (around 3%), PLN 57 million more on outdoor (12%) and PLN 46 million more on radio (10%). Internet (around 60%) recorded the fastest growth rate and increased its share in total ad market to 3.5%. 

1.2. Copy sales and readership of newspapers

The effects of Agora’s competitive strategy adopted after the launch of  Dziennik in April 2006, were reflected in Gazeta’s strong readership and copy sales results. 

In May-December 2006 (since the first full month of Dziennik’s operations) Gazeta’s average paid circulation stood at 436 thousand copies, while Dziennik sold 215 thousand copies. This gap broadened in the fourth quarter of 2006. During the period, Gazeta’s copies sold reached 450 thousand (30 thousand more than last year) and was 90 thousand higher than combined sales of Dziennik (204 thousand) and Rzeczpospolita (157 thousand). In the fourth quarter of 2006 Fakt sold 505 thousand copies (5.9% fewer than last year). Rzeczpospolita continued to decline. In the fourth quarter of 2006, the paper’s paid circulation was lower by 24 thousand copies over last year. Average paid circulation of Super Express was 202 thousand copies. 

In January 2007, free newspaper market underwent major changes. A free-of-charge daily Metropol shut down its operations in Poland. Currently, Agora’s Metro is the sole national free newspaper distributed every day (Monday to Friday) and the largest free publication in Poland. 

In 2006 Gazeta’s weekly readership reach stood at 19.8% (nearly 6 million readers) and that of Metro was 7.9%. The tabloid Fakt had 19.7% reach, Rzeczpospolita 5.5% and Super Express 9.1% audience.  In May-December 2006 (since the first full month of Dziennik’s operations) Dziennik had nearly 2.4 million readers (7.9% reach), while Gazeta had 2.5 times more (19.7% reach).
2. INTERNAL FACTORS
2.1. Revenues from Gazeta Wyborcza’s paid circulation 
Gazeta’s pricing strategy adopted in response to Springer’s competitive approach (reduction of Gazeta’s cover price) had a material impact on the newspaper’s revenues from copies sold. In 2006 Gazeta’s revenues from paid circulation were down PLN 66 million over last year. 

2.2. Book collections

In 2006 book collections added PLN 123 million in revenues and earned 5 million in operating profit. Last year 18 collections (12 series and 6 one-off projects) sold 8.4 million books and books with CDs and DVDs.

2.3. Marketing and promotion cost

In 2006 total marketing and promotion cost of the Group reached PLN 184 million and constituted around 16% of the Group’s sales. Marketing and promotion expense of the newspaper segment (including promotion cost of Gazeta, Metro, Internet and Nowy Dzien) amounted to PLN 160 million (PLN 23 million more than last year) of which PLN 47 million went for book collections (PLN 7 million more than last year). This amount included CD and DVD production cost in the amount of PLN 22 million (since September 2005, production cost of CDs and DVDs sold in collections are treated as promotional expense). In 2006 start-up promotional cost of Nowy Dzien amounted to PLN 8 million. 

2.4. Staff cost and headcount
In 2006 the Group’s staff cost (less non-cash incentive compensation) was PLN 254 million and grew by PLN 18 million. This growth is attributable to consolidation of more radio stations, Nowy Dzien operations in the first quarter of 2006, as well as salary increases in some areas enforced by competitive situation. 

The Group’s headcount at the end of the fourth quarter of 2006 was 3,488 employees and declined by 59 FTEs as compared to the third quarter of 2006. Part of this decline is due to the execution of group lay-offs related to Nowy Dzien, as well as staff reduction measures announced in September 2006.  

Non-cash cost related to incentive plans booked in the Group’s 2006 profit and loss account was about PLN 35 million (nearly PLN 28 million more than in 2005).

3. PROSPECTS

3.1. Advertising market

According to Agora’s estimates total ad spend in 2007 will grow by ca 10%. The Company assumes that Internet will show the most rapid rate of growth (around 40%) and will increase it share in total ad spend to ca 5%. 

The Company expects that the trends and structure of the advertising market will remain unchanged in 2007. As was the case last year, TV will be the greatest beneficiary of the economic growth and healthy performance of the advertising market. According to Agora’s estimates spending on TV will grow by PLN 0.3 billion (11% more than in 2006). This rapid rate of growth reflects in part the changes in sales strategies and real rates increases by TV broadcasters. 

Tough competition from TV affected dailies growth in 2006. The Company believes this trend to continue in 2007. In the current year, the dailies are expected to post 3% growth rate.   

In 2007 outdoor and radio advertising budgets will be ca 10% higher than last year. 

3.2. Increasing operating efficiency of the Group

In 2006 Agora was implementing the restructuring program to cut the Company’s cost by PLN 35 million. The actions undertaken in 2006 entailed the reduction of headcount. The group lay-offs program in Agora SA was carried out in the period 20 September 2006 to 31 March 2007. 

In the third quarter of 2006, the Company booked PLN 5.1 million of restructuring provisions (including PLN 3.4 million cost of severances in Agora SA). As of 31 December 2006, PLN 1.9 million of severance cost was incurred.

3.3. Newsprint cost

In 2007 the Company expects higher newsprint and paper prices. Yet, estimated cost of production materials        will be 2% lower than last year. This is by and large due to cost-saving programs and closure of Nowy Dzien. 

It should be noted that these estimates may change based on Gazeta’s future page counts and circulation levels and the monetary market situation. 

3.4. Growth and investments 

Restructuring measures notwithstanding, in 2007 the Company will continue activities aimed at growing its current businesses and expanding the scale of operations. Executing on this strategy assumes further investments in Gazeta Wyborcza, free newspapers, as well as dynamic growth of the outdoor panel network. 

 In 2006 the Company significantly accelerated its growth in the Internet area. Agora’s primary objective is to expand the scale and reach of its Internet business. Executing on its Internet strategy, last year the Company launched two thematic vortals: GazetaPraca.pl and GazetaDom.pl, which are now among the top players of this type services in the Polish Internet. At the end of 2006, the Company re-launched GazetaWyborcza.pl service with 
e-edition of Gazeta Wyborcza and revamped its Gazeta.pl portal. 

Along with protection of revenues from key advertising categories and leveraging key assets for the Internet, the Company is working on building new Internet-based businesses. The Company’s growth in the Internet area may be executed through both organic projects and acquisitions. In 2007 the Company will continue accelerated development of its Internet business which will result in significant increase of both cost and revenue base of this business.  

Executing Agora’s strategic objective to grow its outdoor operations, the Company intends to invest tens of millions of zloty in the next 2-3 years on network expansion. 

In addition to developing its existing operations, the Company also intends to seek economically justified investments to enrich and broaden its portfolio of assets. 

3.5. Competition in the newspaper market 

Readership and circulation figures for several months after Springer’s market entry give a perspective on the current state of composition in the newspaper market.   

Gazeta is the most-widely read newspaper title in Poland and its rich readership and advertising content have had continuous appeal to readers and advertisers in the last 17 years. The readership figures of Dziennik are less than half of those of Gazeta. 

Readership and circulation data are the most important factors based on which advertisers allocate their budgets; they also determine the newspaper’s long-term position in the ad market. The Company expects that the results of 2006 will be among the key parameters considered by advertisers in their budget allocation in 2007. 

There are signs of more changes in the newspaper market in 2007. If they occur, they may impact the Group’s 2007 financials. Polskapresse announced a launch of a new national title. It is difficult to judge whether the launch will be successful; all hangs on the formula of the newspaper and its reader appeal. Currently, Polskapresse is present only in 6 out of 16 local markets in Poland and does not operate a Warsaw newspaper. Passauer Neue Presse’s  (the owner of Polskapresse) experience in such projects is based solely on its Czech project where scores of local newspapers were grouped together under one title, Denik (Dziennik). 

Agora is monitoring the competitive situation in the newspaper market very closely and will flexibly adjust its market strategy to meet new challenges. The Company will continue to strengthen Gazeta’s competitive position in the daily newspaper market. One of the most effective components of this strategy is the continuation of comprehensive and innovative marketing approach with increased financial efficiency (e.g. new two-price collections generating additional revenues). 

Agora would also like to draw attention to the growing strength of Metro’s readership position. In the fourth quarter of 2006 Metro was the third most read newspaper in Poland (daily average) and from January 2007 - after the withdrawal of Metropol – the only national free newspaper distributed every day (Monday through Friday). The Company believes that the broad readership reach of Metro will translate into continued growth of its advertising revenue in 2007 and will allow the newspaper to break-even in 2008. 

Growing readership of Metro combined with solid readership and advertising position of Gazeta form a very effective competitive offer in the national and local newspaper markets. Agora will effectively use this potential, as well as leveraging synergies with Gazeta.pl portal, its thematic vortals and local online services and the largest newspaper online news service GazetaWyborcza.pl.
3.6. Share-based compensation

Estimated total cost related to incentive plans to be booked in the Group’s 2007 profit and loss account will be ca PLN 28 million. It should be noted, however, that this amount includes estimated cost of execution of incentive plan in 2007. The Company does not in fact know the number of certificates to be purchased by employees pursuant to the future plan, nor the stock price of Agora’s shares at that accounting period. Hence, for purposes of providing an estimate, the Company assumed that these values will be equivalent to those on which the fourth quarter 2006 calculations were based. The cost of incentive plans are reflected in the Group’s P&L according to the accounting rules referred to in note 25 to the financial statements. Pursuant to theses rules, share-based compensation cost will be booked unevenly throughout the year; the lowest amount will be reflected in the third quarter results (PLN 0.8 million), while the amounts of both first and second quarters of 2007 will be about PLN 10 million. 
III. FINANCIAL RESULTS

1. THE AGORA GROUP 

The consolidated financial statements of the Agora Group for the year of 2006 include Agora SA, Agora Poligrafia Sp. z o.o., Art Marketing Syndicate SA Group (AMS Group), Agora TC Sp. z o.o. and 13 subsidiary and associated companies of the radio business. Detailed list of companies of the Agora Group is presented in note 37 to the financial statements. 

2. PROFIT AND LOSS ACCOUNT OF THE AGORA GROUP

Tab. 1

	in PLN million
	2006 
	2005 
	% change yoy

	Sales
	1,133.7 
	1,202.1 
	(5.7%)

	Advertising
	754.5 
	711.6 
	6.0% 

	Copy sales
	178.7 
	238.7 
	(25.1%)

	Other
	200.5 
	251.8 
	(20.4%)

	Operating cost net, incl.:
	(1,094.1)
	(1,051.3)
	4.1% 

	Raw materials, energy and consumables
	(244.9)
	(284.9)
	(14.0%)

	D&A
	(77.0)
	(96.4)
	(20.1%)

	Staff cost (1)
	(253.8)
	(236.3)
	7.4% 

	Non-cash expense relating to share-based payments
	(34.8)
	(7.1)
	390.1% 

	Promotion and marketing
	(184.4)
	(158.2)
	16.6% 

	Restructuring (2)
	(5.1)
	- 
	-

	Operating profit - EBIT
	39.6 
	150.8 
	(73.7%)

	Finance cost, net, incl.:
	6.6 
	3.1 
	112.9% 

	Revenue from short-term investment
	13.3 
	15.6 
	(14.7%)

	Interest on loans and similar costs
	(6.7)
	(9.0)
	(25.6%)

	Allowance for losses on investment, net
	- 
	(4.3)
	-

	Share of results of associates
	0.1 
	0.2 
	(50.0%)

	Profit before income tax
	46.3 
	154.1 
	(70.0%)

	Income tax expense 
	(14.3)
	(28.5)
	(49.8%)

	Net profit for the period
	32.0 
	125.6 
	(74.5%)

	
	
	
	

	Attributable to:
	
	
	

	Equity holders of the parent
	32.6 
	126.7 
	(74.3%)

	Minority interest
	(0.6)
	(1.1)
	(45.5%)

	
	32.0 
	125.6
	(74.5%)

	
	 
	 
	 

	EBIT margin (EBIT/Sales)
	3.5%
	12.5%
	          (9.0pp)

	EBITDA
	116.0 
	245.8
	(52.8%)

	EBITDA margin (EBITDA/Sales)
	10.2%
	20.4%
	(10.2pp)

	Operating EBITDA (1)
	151.2 
	252.9
	(40.2%)

	Operating EBITDA margin (Operating EBITDA/Sales)
	13.3%
	21.0%
	          (7.7pp)

	
	 
	 
	 

	EBIT excluding Nowy Dzien and cost of share-based payments
	93.9 
	187.3 
	(49.9%)


(1) excluding non-cash cost of share-based payments.

(2)  including non-cash expense related to share-based payments in the amount of PLN 0.4 million.
Major products and services, as well as operating revenue and cost of the Agora Group are presented in detail in part IV of this MD&A (“Operating review – major lines of business of the Agora Group”). 

Agora’s business lines operating contribution to the Group's financials is presented in the underneath table (see 2.1.). 
2.1. Financial results presented according to major lines of business of the Agora Group for the year 2006 

Tab. 2

	in PLN million 
	Newspapers and Internet (1)
	Magazines
	Outdoor
	Radio
	Company’s headquarters, New Business Development division
	Elimina-tions
	Total (consoli-dated)

2006

	Total sales
	841.1 
	95.0 
	151.0 
	67.6 
	-
	(21.0)
	1,133.7 

	% Share
	74.2%
	8.4%
	13.3%
	6.0%
	- 
	(1.9%)
	100.0%

	Total operating cost
	(814.2)
	(84.8)
	(131.0)
	(74.8)
	(9.7)
	20.4 
	(1,094.1)

	EBIT
	26.9 
	10.2 
	20.0 
	(7.2)
	(9.7)
	(0.6)
	39.6 

	Finance cost, net
	
	
	
	
	
	
	6.6 

	Share of results of associates
	
	
	
	
	
	
	0.1 

	Income tax expense
	
	
	
	
	
	
	(14.3)

	Net profit 
	
	
	
	
	
	
	32.0 

	
	
	
	
	
	
	
	 

	Attributable to:
	
	
	
	
	
	
	 

	Equity holders of the parent
	
	
	
	
	
	
	32.6 

	Minority interest
	
	
	
	
	
	
	(0.6)

	
	
	
	
	
	
	
	 

	EBITDA
	80.5 
	10.5 
	30.7 
	(4.3)
	(1.3)
	(0.1)
	116.0 

	Operating 
EBITDA (2)
	109.8 
	11.6 
	32.7 
	(1.9)
	(0.8)
	(0.2)
	151.2 

	CAPEX
	(13.9)
	(0.6)
	(26.6)
	(1.1)
	-
	-
	(42.2)


(1) the majority of overhead cost is included in “Newspapers and Internet” line of business.

(2) excluding non-cash cost of share-based payments.

2.2. Sales and markets of the Group
Nearly 100% of the total sales of the Group was related to sales in the domestic market. Sales on foreign markets are realized mainly through press (foreign subscription).

The Group does not depend on a particular client. The biggest clients of the Group (in respect of the turnover) are press distributors (companies unrelated to Agora SA). In 2006, the value of transactions with a one supplier – Ruch SA –  exceeded 10% and reached 11.6% share of the total revenue of the Group. 
2.3. Suppliers of the Group
The Group does not depend on a particular supplier. Paper and printing services are important cost items of the Group. Paper used for printing is purchased from several suppliers. In 2006 the value of transactions with any of the clients did not exceed 10% of the total revenue.
2.4. Finance cost, net
Lower revenue from short-term investments reflects lower interest rates. 

Decrease of interest of bank credits and loans results from lower interest rates. In addition, in the first quarter of 2005 the Group incurred other finance costs.
3. BALANCE SHEET OF THE AGORA GROUP

Tab. 3

	in PLN million
	31/12/2006
	31/12/2005
	% change to 31/12/2005

	Non-current assets
	975.3
	1,001.2
	(2.6%)

	share in balance sheet total
	63.6%
	66.6%
	                (3.0pp)

	Current assets
	557.4
	502.8
	10,9% 

	share in balance sheet total
	36.4%
	33.4%
	                   3.0pp 

	
	
	
	 

	TOTAL ASSETS
	1,532.7
	1,504.0
	1.9% 

	
	
	
	

	Equity attributable to equity holders 
of the parent
	1,165.2
	1,125.4
	3.5% 

	share in balance sheet total
	76.0%
	74.8%
	                   1.2pp 

	Minority interest
	(0.5)
	(0.2)
	- 

	share in balance sheet total
	- 
	-  
	                            - 

	Non-current liabilities and provisions
	170.4
	200.3
	(14.9%)

	share in balance sheet total
	11.1%
	13.3%
	                (2.2pp)

	Current liabilities and provisions
	197.6
	178.5
	10.7% 

	share in balance sheet total
	12.9%
	11.9%
	                   1.0pp 

	
	
	
	 

	TOTAL EQUITY AND LIABILITIES 
	1,532.7
	1,504.0
	1.9% 


Following the changes described in note 2 of the financial statements, the comparative figures were restated.

3.1. Non-current assets

Lower balance of non-current assets versus 31 December 2005 stems from the depreciation of tangible fixed assets and amortization of intangible fixed assets. 

3.2. Current assets

The increase of current assets versus 31 December 2005 was due to the increase of the cash balance (increase of bank deposits).
3.3. Non-current liabilities and provisions

The decrease of non-current liabilities versus 31 December 2005 results mainly from the reclassification of bank loan in the amount of PLN 34.9 million as at 31 December 2006 from non-current to current part.

3.4. Current liabilities and provisions

The increase of current liabilities and provisions versus 31 December 2005 results mainly from the re-classification described above. 

4. CASH FLOW STATEMENT OF THE AGORA GROUP

Tab. 4

	in PLN million
	2006 
	2005 
	% change
 yoy

	Net cash from operating activities
	147.1 
	230.4 
	(36.2%)

	Net cash from investment activities
	33.8 
	(111.1)
	- 

	Net cash from financing activities
	(35.8)
	(157.0)
	(77.2%)

	Total movement of cash and cash equivalents
	145.1 
	(37.7)
	- 

	Cash and cash equivalents at the end of period
	334.7 
	189.7 
	76.4% 


As at 31 December 2006, the Agora Group had PLN 335.7 million in cash and in short-term monetary assets, of which PLN 334.7 million was in cash and cash equivalents and PLN 1.0 million in short-term safe and liquid monetary assets.

Considering the cash position and the available loan facility (PLN 500 million less the drawing of PLN 139.5 million), the Agora Group does not anticipate any liquidity problems with regards to its further investment plans. 

4.1. Operating activities
Net cash from operating activities decreased in 2006 due to higher marketing and promotion cost (including costs incurred for Nowy Dzien) and the reduction of Gazeta’s cover price.
4.2. Investment activities 

Net inflow from investing activities in 2006 results from sales of short-term securities, in which the Company invested its free cash. 

4.3. Financing activities 

Material decrease of spending in financial activities results from high base in 2005, when the Company spent PLN 120 million on the buy back programme. 
5. SELECTED FINANCIAL RATIOS [5]

Tab. 5

	 
	2006 
	2005 
	% change 

yoy

	
	
	
	

	Profitability ratios
	
	
	

	Net profit margin
	2.9% 
	10.5% 
	(7.6pp)

	Gross profit margin
	41.0% 
	43.7% 
	(2.7pp)

	Return on equity
	2.8% 
	11.2% 
	(8.4pp)

	
	
	
	

	Efficiency ratios
	
	
	

	Inventory turnover
	10 days
	10 days
	- 

	Debtors days
	65 days
	58 days
	12.1% 

	Creditors days
	45 days
	39 days
	15.4% 

	 
	
	
	

	Liquidity ratio
	
	
	

	Current ratio
	2.8 
	2.8 
	-  

	
	
	
	

	Financing ratios
	
	
	

	Gearing ratio (1)
	- 
	- 
	- 

	Interest cover
	6.1 
	18.2 
	(66.5%)

	Free cash flow interest cover
	16.2 
	22.5 
	(28.0%)


(1) as at 31 December 2006 and 31 December2005 the Group had net cash position.

Definitions of financial ratios [5] are presented at the end of part IV of this MD&A ("Operating review – major lines of business of the Agora Group").
IV. OPERATING REVIEW - MAJOR LINES OF BUSINESS OF THE AGORA GROUP

IV.A. NEWSPAPERS AND INTERNET
Tab. 6

	in PLN million
	2006 
	2005 
	% change yoy

	Total sales (1)
	841.1 
	939.8 
	(10.5%)

	Copy sales
	127.9 
	194.1 
	(34.1%)

	incl. Gazeta Wyborcza
	122.5 
	188.9 
	(35.2%)

	Advertising revenue (1)
	508.7 
	492.3 
	3.3% 

	incl. Gazeta Wyborcza (1)
	472.6 
	465.4 
	1.5% 

	Book collections
	122.9 
	180.8 
	(32.0%)

	Other revenue
	81.6 
	72.6 
	12.4% 

	
	
	
	

	Total operating cost, including
	(814.2)
	(777.6)
	4.7% 

	Raw materials, energy, consumables and printing services
	(280.7)
	(298.9)
	(6.1%)

	Staff cost (2)
	(190.0)
	(177.8)
	6.9% 

	Non-cash expense relating to share-based payments
	(28.9)
	(5.9)
	389.8% 

	D&A
	(53.6)
	(64.9)
	(17.4%)

	Promotion and marketing (1) (3) 
	(159.6)
	(136.7)
	16.8% 

	Restructuring (4)
	(4.7)
	- 
	- 

	EBIT
	26.9 
	162.2 
	(83.4%)

	EBIT margin
	3.2%
	17.3%
	(14.1pp)

	EBITDA
	80.5 
	227.1 
	(64.6%)

	EBITDA margin
	9.6%
	24.2%
	(14.6pp)

	Operating EBITDA (2)
	109.8 
	233.0 
	(52.9%)

	Operating EBITDA margin
	13.1%
	24.8%
	(11.7pp)


(1) the amounts do not include the revenue and the total cost of cross-promotion of Agora’s different media (only the direct variable cost of campaigns carried out on advertising panels) if such promotion is executed without prior reservation. 

(2) excluding non-cash cost of share-based payments.

(3) the figures include start-up cost of new collections (the free-of-charge volume and initial high promotion cost in media).

(4) including non-cash expense related to share-based payments in the amount of PLN 0.4 million.
(5)
the majority of overhead cost and Nowy Dzien results are included in “Newspapers and Internet” line of business.

1. GAZETA WYBORCZA 

1.1. Revenue

1.1.1. Copy sales

In 2006, average paid circulation of Gazeta Wyborcza fell by 3% yoy to 434 thousand copies. 

In 2006 Gazeta Wyborcza maintained its indisputable leadership position among opinion-making newspapers and strengthened its role of a daily which addresses well the needs of its readers. In February 2006 Agora started a new promotional form of subscription for kiosk subscribers and in April 2006 made a strategic decision to lower the cover price of Gazeta Wyborcza to PLN 1.5 across the country. Last year Gazeta received also a new graphic design.  Due to a modified layout it has easier navigation, clear and transparent arrangement of content and unified manner of photograph presentation. 
In 2006 successful refurbishment of Gazeta Telewizyjna (TV Guide) formula earned dynamic growth of Gazeta’s Friday paid circulation (up 50 thousand copies yoy). 
In the fourth quarter of 2006 Gazeta offered two issues with hit movies on DVDs available at PLN 4.99. Readers are also offered the newspaper without the movie for a standard price of PLN 1.50. As the sales results of those projects are promising, the Company will continue to launch similar offers in 2007.

In 2006 Gazeta posted very good readership results. During the period, the newspaper had almost 6.0 million readers (19.8% weekly reach) of whom 45% were university graduates, 48% lived in cities over 100 thousand inhabitants and 62% were under 45 years of age. 
1.1.2. Advertising sales

In the fourth quarter of 2006, Gazeta’s net advertising revenue (including display advertising, classifieds and inserts) remained flat yoy.

In 2006, Gazeta’s share in display advertising in national, Warsaw and local dailies (including paid and free newspapers) stood at about 41% and was down only 1pp as compared to last year, new competitor notwithstanding. 

In 2006 Gazeta’s share in national display advertising was about 44% and went down by nearly 4pp. Gazeta Wyborcza’s share in Warsaw display advertising market (excluding classifieds, inserts and obituaries) decreased by over 1pp yoy. Combined Warsaw share of Gazeta and Metro stood at 68%. Gazeta Wyborcza’s share in local display advertising market (outside Warsaw) increased by almost 2pp yoy.

In 2006, share of ad pages in the total pagecount of Gazeta amounted to ca 45%, while average number of ad pages published daily in all local and national editions amounted to ca 289.
1.1.3. Book collections

Tab. 7
	
	I Q 2005
	II Q 2005
	III Q 2005
	IV Q 2005
	I Q 2006
	II Q 2006
	III Q 2006
	IV Q 2006

	Revenue from 
book collections
	63.0 
	49.0 
	15.2 
	53.6 
	51.7 
	28.1 
	17.3 
	25.8


Last year the Company run eighteen publishing projects (twelve collections and six one-off publications). 
In the first quarter of 2006, four projects were the continuation from last year: travel books, fairy tales, books with classical music (Great Composers) and Anthology of Budka Suflera 1974-2005.

In 2006 some projects completed in full: the music collection Star, idols, hits, the 16-volume Illustrated Encyclopedia for the Whole Family, the 30-volume movie collection on DVDs with exclusive materials presenting film directors of American and European motion pictures, the six-volume collection the Decades – a unique account of Poland’s postwar history, presented by historians and Gazeta’s  journalists.

Till the end of 2006, Agora continued two publishing projects which began in September: the 25-volume collection School Literature and the 18-volume collection Great Encyclopedic Atlas of the World. Both series are very popular with readers. In November the 21-volume Shakespeare series started. Each volume contains a book with a drama translated by Maciej Slomczynski and a DVD with BBC film adaptation of the work. 

In December 2006, Agora and Roxy FM offered two publications from the series: Najmniejszy Koncert Swiata (The Smallest Concert in the World). Each volume contains a book with a short history of the band and a DVD with a unique concert. Myslovitz and T. Love concerts were the first to hit the news stands. 

In 2006 Agora also run one-off publishing projects: a book titled We have been with him – about meetings with John Paul II, Encyclopedia of the World and Poland 2007, Franek lowca bramek – the one-volume publication for football funs, two albums: Bog sie rodzi (The God was born) and Moja Ziemia Swieta (My Holy Land) by Jaroslaw Kret and an exclusive publication - a book and CD with Kabaret Starszych Panow songs.

1.1.4. Other revenues

In 2006 the Group recorded a 16.8% growth in sales of printing services (more purchase orders from external clients).

1.2. Cost of production of Gazeta Wyborcza (newsprint and printing services) 

Tab. 8

	Cost of production of Gazeta Wyborcza

in PLN million
	2006 
	2005 
	% change

 yoy

	Fixed cost
	56.0 
	61.7 
	(9.2%)

	incl. D&A
	27.9 
	35.9 
	(22.3%)

	Variable cost
	147.9 
	125.9 
	17.5% 

	incl. newsprint
	118.3 
	102.8 
	15.1% 

	TOTAL fixed and variable cost
	203.9 
	187.6 
	8.7% 


The decrease of fixed cost of production of Gazeta Wyborcza in 2006 results mainly from the review of depreciation rates.

1.2.1. Newsprint and printing services

The increase of newsprint cost and cost of printing services in 2006 was mainly affected by change in the quality of newsprint of Gazeta Telewizyjna (TV Guide) and the shift of its production to external printing plants.

2. FREE PRESS 

In 2006 free newspapers sold 26% more advertising than last year (Metro and Metropol), while Metro increased ad sales by over 50%. During the same period, Metro’s share in the national and local newspaper display advertising market reached 2%. 
In 2006 free newspaper Metro in Media Trendy contest was awarded the title of the Daily of the Year and received the Bronze Chimera for its afternoon front cover of 7 July 2005 devoted the bomb attracts in London. During the GrantFront 2005 ceremony organized by the Chamber of Press Publishers, the front cover of Metro received also a distinction in the category of national dailies.

On 16 October Metro received a new layout. The newspaper has more news and its layout is now more transparent and easier to navigate. Following the changes, Metro’s daily readership reached 4.8% (the fourth quarter of 2006 data) and was significantly higher than last year. This made Metro third most read newspaper in Poland, ahead of Super Express, Dziennik and Rzeczpospolita.  

In December Metro started a new weekly supplement, Metro City which is the weekend entertainment guide in large cities. 

In the beginning of 2007, the publisher of free newspaper Metropol withdrew the title from the Polish market. Metro became the only national free sheet issued from Monday to Friday. 

3. NOWY DZIEN
Due to lower-than-expected copy sales results of Nowy Dzien, the Management Board of Agora decided to cease the publication of the daily. The last issue of daily appeared on 23 February 2006. In 2006 Nowy Dzien depressed the results of the Newspapers and Internet line of business by PLN 19.1 million.
4. INTERNET [6]
In December 2006 Gazeta.pl reached about 35.7% or 4.7 million Polish Internet users (up 45.5% yoy). During the same month, the number of page views from the territory of Poland amounted to 354.9 million (over 26% more than last year). 

In 2006, the Internet business reported positive EBITDA. Advertising revenues grew solidly (37% increase over last year, excluding classifieds). In the fourth quarter of 2006 Agora continued expanding its Internet business. In December the Company enriched its real estate vortal, Dom (GazetaDom.pl). Currently, the service is a one of the largest online advertising offers on primary and secondary real estate market, as well as the richest content provider for real estate news, house building and interior design advice. The vortal’s partners are Agora’s housing and interior design magazines: Ladny Dom, Cztery Katy and Ogrody and Gazeta’s Wednesday’s real-estate supplement – Gazeta Dom. In December GazetaDom.pl had 0.5 million users. Also Agora’s recruitment service grew dynamically. In December 2006 the vortal had 0.8 million users which makes it one of the two largest recruitment services in the Polish Internet. In November, the vortal organized its first online job fairs. In December the service earned golden statuette award for Professional services at the Webstar Festival. 

In December 2006 Gazeta.pl portal underwent changes as well. The service received new corporate identity, new layout and front page composition. In the first quarter of 2007 the changes were supported with intensive image campaigns of Gazeta.pl and GazetaPraca.pl.
In December 2006 Agora signed a cooperation agreement between Gazeta.pl and Nullsoft – a part of AOL LLC. The contract provides Agora exclusive rights to sell advertising in Winamp media player on the territory of Poland.

IV.B. THE MAGAZINES [7]
In 2006, the top titles of Agora sold more copies than last year. The highest growth rates were recorded by Avanti (10%), Cztery Katy (16%), Dziecko (13%), Ladny Dom (21%), Poradnik Domowy (18%).Copy sales results of Logo are promising as well. In March 2006, the magazine changed into a monthly. In 2006 its average paid circulation exceeded 67 thousand copies. 

In December Agora published a special edition of Logo, iPod 2007 featuring information on accessories, software and descriptions of existing iPod models. This was the first publication of that type in the Polish market. 

In March 2006 in Media Trendy contest a monthly Avanti won the title The Magazine of the Year. In Media & Marketing Polska Media Trends 2006 Logo received the Debut of the Year commendation and was awarded the Bronze Chimera in the International Publication Design Contest.

In May 2006, Agora ceased publication of the monthly Magazyn Wysokie Obroty. The decision was made in the context of continued stagnation in new car sales and decreased level of spending for car advertising in automotive monthlies. 
Tab. 9

	in PLN million
	2006 
	2005 
	% change yoy

	Total sales, including (1)
	95.0 
	89.9 
	5.7%

	Copy sales
	43.4 
	42.4 
	2.4% 

	Advertising revenue (1)
	51.2 
	47.2 
	8.5% 

	
	
	
	

	Total operating cost, including (1)
	(84.8)
	(84.8)
	-  

	Raw materials, energy, consumables and printing services
	(31.7)
	(31.7)
	-  

	Staff cost (2)
	(19.1)
	(18.2)
	4.9% 

	Non-cash expense relating to share-based payments
	(1.1)
	(0.2)
	450.0% 

	D&A
	(0.3)
	(0.3)
	-  

	Promotion and marketing (1)
	(25.7)
	(26.9)
	(4.5%)

	Restructuring
	(0.4)
	- 
	- 

	EBIT
	10.2 
	5.1 
	100.0% 

	EBIT margin
	10.7% 
	5.7%
	             5.0pp 

	EBITDA
	10.5 
	5.4 
	94.4% 

	EBITDA margin
	11.1%
	6.0%
	             5.1pp 

	Operating EBITDA (2)
	11.6 
	5.6 
	107.1% 

	Operating EBITDA margin
	12.2%
	6.2%
	             6.0pp 


(1) the amounts do not include revenues and the total cost of cross-promotion of Agora’s different media (only the direct variable cost of campaigns carried out on advertising panels) if such promotion is executed without prior reservation. 

(2) excluding non-cash cost of share-based payments.

1. REVENUE
1.1. Copy sales

Tab. 10

	 
	2006 
	2005 
	% change

 yoy

	Average copy sales
 - monthlies
(in thousand of copies)
	1,077.4 
	986.2 
	9.2%


The increase of revenue from copy sales in 2006 reflects higher paid circulation results of the titles. 

1.2. Advertising sales

Ad sales increase reflects ad market growth, better competitive position of Agora’s, as well as changes of publishing schedule of Logo. In 2006, magazines reached 6.1% share in the magazine advertising market (up ca 0.8 pp).
2. COST

In 2006 operating cost remained flat yoy. Marketing and promotion costs were lower, but staff costs (changes of publishing schedule of Logo – more staff employed) and non-cash expense relating to share-based payments were higher. 

IV.C. OUTDOOR (AMS GROUP)

Tab. 11

	in PLN million
	2006 
	2005 
	% change yoy

	Total sales, including: (1) 
	151.0 
	143.3 
	5.4% 

	Advertising revenue
	149.8 
	143.1 
	4.7% 

	
	
	
	

	Total operating cost, including: (1)
	(131.0)
	(133.2)
	(1.7%)

	Execution of campaigns
	(29.0)
	(24.5)
	18.4% 

	Maintenance cost
	(59.3)
	(58.5)
	1.4% 

	Staff cost (2)
	(16.6)
	(16.6)
	-  

	Non-cash expense relating to share-based payments
	(2.0)
	(0.4)
	400.0% 

	Promotion and marketing (1)
	(6.9)
	(5.3)
	30.2% 

	D&A
	(11.4)
	(17.9)
	(36.3%)

	Other operating revenue /(cost) net
	2.5 
	1.1 
	127.3% 

	EBIT
	20.0 
	10.1 
	98.0% 

	EBIT margin
	13.2% 
	7.0%
	          6.2pp 

	EBITDA
	30.7 
	26.6 
	15.4% 

	EBITDA margin
	20.3% 
	18.6%
	          1.7pp 

	Operating EBITDA (2)
	32.7 
	27.0 
	21.1% 

	Operating EBITDA margin
	21.7% 
	18.8% 
	          2.9pp 

	Number of advertising faces (3)
	24,095 
	23,930 
	0.7% 


(1) the amounts do not include the revenue and direct and variable costs of cross-promotion of Agora’s other media on AMS panels if such promotion was executed without prior reservation. 

(2) excluding non-cash cost of share-based payments.

(3) excluding advertising panels of Akcent Media Sp. z o.o. installed on petrol stations, small panels at bus shelters and advertising surface on buses and trams.
1. REVENUE

In 2006 AMS noted a rise in ad sales due to the outdoor advertising market growth and the changes in panel portfolio structure. The highest growth rates were recorded by premium backlight panels and transit advertising.

In 2006, estimated share of AMS in the outdoor advertising market (excluding transit advertising and advertising described in the footnote no 1 beneath the above table) stood at 26.6% (1.8pp down yoy) [8].
2. COST

The increase of cost of execution of campaigns in 2006 is a consequence of increased number of transit advertising and the introduction of the large format panels advertising offer on the walls of buildings as well as growing number of print services offered to clients. 

Higher promotion and marketing cost in 2006 stems from the increase in the number of social and marketing campaigns. 

D&A decline in 2006 derives from the review of useful lives of fixed assets and changes in amortization rates for large format panels.

3. IMPORTANT EVENTS

For many years now, AMS has been executing its market strategy to build rich and the widest advertising outdoor offer for its clients.
In the fourth quarter of 2006 AMS finished the first stage of the investment project to build a new system of exclusive, cityscroll panels (9 square meters). These stylish panels are of city furniture nature and fit perfectly the urban ambience. In November AMS carried out the first advertising campaigns on first cityscrolls installed in October. Till the end of December 2006, 145 display cityscrolls with three shifting images were installed (435 exposure faces). Cityscroll investments are part of AMS’s strategy to change the portfolio structure into Premium and Superpremium offers. 

In October AMS finished the first in Poland project of city furniture. The shopping arcade in Wroclaw was arranged with a set of benches, flowerbeds and original, modernly-designed litter bins. The Cilylight poster panels and the lit poster pillar next to the entry street were placed between them. Such arranged urban area is very citizen-friendly. 

Based on the agreement with Universum Promotion Group, on 1 September 2006, AMS will expanded its offer by a number of large format panels on city buildings  (more than 100 square meters in size), which are part of an attractive and  fast growing market segment.
Since September AMS has been using a brand new information tool - the AMS TOProfiler (Target Objects Profiler) which helps target an outdoor advertising campaign. AMS TOProfiler combines the local database on target groups’ location areas with the reservation system of the outdoor operator. Profiled campaigns are more effective in reaching proper target groups than traditional methods used by AMS’s competitors.
AMS for its innovative developments in information tools and product portfolio received the IMPACTOR Award for The Most Admired Outdoor Company 2006.
IV.D. RADIO 

Agora’s radio group consists of 18 Golden Oldies (Zlote Przeboje) radio stations, six rock radio stations (Radio Roxy FM) and a superregional news radio TOK FM broadcasting in nine cities. Agora’s radio group includes also two local stations which play in AC format (Adult Contemporary). 

1. LOCAL RADIO STATIONS

In 2006 local radio stations again improved financial results and reported positive EBITDA of PLN 0.3 million. (excluding non-cash expense related to share-based payments) 

In the fourth quarter of 2006 radio Roxy FM, which began operations in October and November 2005, delivered 5.1% audience reach in its target group [9]. In the second half of 2006 cash ad sales of Roxy FM group grew by 46.4% yoy (in 2006 up 20.9% yoy).

Pursuant to the long-term operating efficiency improvement program, in the fourth quarter of 2006, Agora’s twelve radio companies were mergered within Grupa Radiowa Agory Sp. z o.o. As at 31 December 2006 the radio segment consisted of 12 radio companies with 26 local broadcasting licenses, and Inforadio Sp. z o.o. – a broadcaster of TOK FM. Capital consolidation of radio companies within GRA will be continued in 2007.

The data presented below is the sum of financials of local radio stations and Radio Division consolidated pro forma. The data below excludes the financials of TOK FM, described separately in point 2.

Tab. 12

	in PLN million
	2006 
	2005 
	% change yoy

	Total sales, including (3)
	65.4 
	57.0 
	14.7% 

	Advertising revenue (1) 
	62.8 
	54.6 
	15.0% 

	
	
	
	

	Total operating cost, including: (3)
	(70.1)
	(65.5)
	7.0% 

	Staff cost (2)
	(26.1)
	(25.5)
	2.4% 

	Non-cash expense relating to share-based payments
	(2.4)
	(0.5)
	380.0% 

	Licenses, rental and telecommunication costs
	(7.7)
	(8.3)
	(7.2%)

	D&A
	(2.6)
	(2.8)
	(7.1%)

	Promotion and marketing (3) 
	(15.6)
	(17.4)
	(10.3%)

	EBIT
	(4.7)
	(8.5)
	44.7% 

	EBIT margin
	(7.2%)
	(14.9%)
	7.7pp 

	EBITDA
	(2.1)
	(5.7)
	63.2% 

	EBITDA margin
	(3.2%)
	(10.0%)
	6.8pp 

	Operating EBITDA (2)
	0.3 
	(5.2)
	- 

	Operating EBITDA margin
	0.5% 
	(9.1%)
	9.6pp 


(1) barter sales from Agora SA constituted 6.9% of advertising revenue in 2006 (9.6% in 2005). 

(2) excluding non-cash cost of share-based payments.

(3) the amounts do not include the revenues and total cost of cross-promotion of Agora’s different media (only the direct variable cost of campaigns carried out on advertising panels) if such promotion is executed without prior reservation.

In 2006 total radio market grew by 9.5%, with local radios leading the growth (9.5%). National stations increased ad sales by 8.5%.

Market share of Agora's local radio stations group in 2006

Tab. 13

	Cumulative:
	 Share in the 
radio advertising  
	 Share in the local radio advertising 
	 Audience share [9] (1) 

	2006
	10.7%
	30.9%
	9.6%

	2005
	10.8%
	31.3%
	10.6%


(1) in 2006 new stations in Bialystok and Walbrzych were excluded.

2. SUPERREGIONAL RADIO TOK FM
In 2006 TOK FM achieved 4.2% share in the Warsaw audience market in its target group as compared to 2.6% in 2005. In all cities of TOK FM operations, its audience share amounts to 2.8% (2.0% in the same period of 2005).

In 2006, revenue of the station increased by 69% yoy and the operating loss was reduced yoy.
NOTES
[1]Operating EBITDA = EBITDA + non-cash expense relating to share-based payments.

[2] The Group’s net profit refers to “net profit attributable to equity holders of the parent”.

[3] The estimates refer to advertising expenditures in five media (print, radio, TV, outdoor, Internet). In this MD&A Agora has corrected the advertising figures for 2005 and the previous years. Unless explicitly stated otherwise, print and radio advertising market data referred to herein are based on Agora’s estimates adjusted for average discount rate and are stated in current prices. Given the discount pressure and advertising time and space sell-offs, these figures may not be fully reliable and will be adjusted in the consecutive reporting periods. In case of print the data do not include classifieds, inserts and obituaries. The estimates are based on rate card data obtained from the following sources: Expert Monitor monitoring, Agora SA monitoring. Presented TV and Internet figures for 2006 and the previous years are based on Starlink media house estimates and do not include sponsorships and teleshopping ads. Internet estimates do not include, among others, classified advertisements (such as: recruitment or real estate services). Outdoor advertising figures are based on Izba Gospodarcza Reklamy Zewnetrznej estimates.

[4] The data on the number of copies sold of daily newspapers is derived from the National Circulation Audit Office (ZKDP).The term "copy sales" used in this MD&A is consistent with the sales declarations of publishers to the National Circulation Audit Office. 

Data on dailies readership are based on PBC General, research carried out by MillwardBrown SMG/KRC on a random, nationwide sample of Poles over 15 years of age. The following indices were used: weekly readership index - percentage of respondents reading at least one edition of the title within 7 days of the week and average issue readership index. Size of the sample: nationwide PBC General for January – December 2006 n = 44,929, May-December 2006 n = 31,502, October-December 2006 n= 11,525.

[5] Definition of ratios:

	Net profit margin=
	Net profit (loss) attributable to equity holders of the parent

	
	Sales of finished products, merchandise and materials

	
	

	Gross profit margin=
	Profit (loss) on sales

	
	Sales of finished products, merchandise and materials 

	
	

	Return on equity=
	Net profit (loss) attributable to equity holders of the parent

	
	(Equity attributable to equity holders of the parent at the beginning of the period +Equity attributable to equity holders of the parent at the end of the period) / 2 

	
	

	Debtors days=
	(Trade receivables gross at the beginning of the period + Trade receivables gross at the end of the period) / 2

	
	Sales of finished products, merchandise and materials / no. of days

	
	

	Creditors days=
	(Trade creditors at the beginning of the period + Trade creditors at the end of the period) / 2

	
	Cost of sales / no. of days

	
	

	Inventory turnover=
	(Inventories at the beginning of the period + Inventories at the end of the period) / 2

	
	Cost of sales / no. of days

	
	

	Current ratio =
	Current Assets

	
	Current liabilities

	
	

	Gearing ratio=
	Current and non-current liabilities from loans – cash and cash equivalents – highly liquid short-term monetary assets

	
	Total equity and liabilities

	
	

	Interest cover=
	Operating profit / (loss)

	
	Interest charge

	
	

	Free cash flow interest cover=
	Free cash flow

	
	Interest charge


[6] Portal reach, real users and page views on the basis of MegaPanel PBI/Gemius for December 2006 and cover Internet users age 7 years and above, connecting to Internets from the territory of Poland. Real users data of Agora’s Internet services are audited by Gemius SA.
[7] Average paid circulation of monthlies is based on the Agora’s own data
[8] Source: report on sales of outdoor companies prepared by Izba Gospodarcza Reklamy Zewnetrznej (IGRZ) which include: AMS SA,, Cityboard Media, Clear Channel Poland, Stroeer Out of Home Media, News Outdoor Poland, Gigaboard Polska, Mini Media/Publiprox, Business Consulting and a new member – CAM Media. The report is prepared on the basis of financial data provided by member companies of IGRZ. 
[9] Audience market data referred herein are based on Radio Track surveys, carried out by MillwardBrown SMG/KRC (all places, all days and all quarters of an hour of listening) for ROXY FM: in the cities of  broadcasting of Roxy and in the age group of 20-35, from October to December (sample for 2006: 1,696); for local radiostations: in cities of broadcasting and in the age group of 15+, from January to December (sample for 2005: 42,539, sample for 2006: 42,488); for TOK FM: in Warsaw and in the age group of 15+, from January to December (sample for 2005: 6,009; sample for 2006: 5,999); for TOK FM: in cities of broadcasting and in the age group of 15+, from January to December (sample for 2005: 31,231, sample for 2006: 31,256).
V. MANAGEMENT BOARD’S REPRESENTATIONS
1. Representation concerning accounting policies

Management Board of Agora confirms that, to the best knowledge, consolidated financial statements together with comparative figures, have been prepared according to all applicable accounting standards and give a true and fair view of the state of affairs of the Group at the end of the year and of the profit or loss of the Group for the period then ended.

Management Discussion and Analysis shows true view of the state of affairs of the Group, including evaluation of risks and dangers.

2. Representation concerning election of the Company’s auditor

Management Board of Agora confirms that the Company’s auditor has been elected according to applicable rules and that the company auditing Agora’s accounts and chartered accountants engaged in the audit of Agora met objectives to present an objective and independent report in accordance with Polish law regulations.

VI. additional information

VI.A. INFORMATION CONCERNING SIGNIFICANT CONTRACTS

In the current report published on  30 March 2007 the Company informed about execution of Annex no. 5 to the long - term loan agreement up to PLN 500 million entered into on 5 April 2002 with Bank Polska Kasa Opieki S.A. with its seat in Warsaw. Agora informed about the loan agreement in the current report no. 9/2002.The annex entered into on 30 March 2007 extended the drawing period of the loan by one year, i.e. up to 31 March 2008. Due to the above mentioned extension the repayment date has changed to 31 December 2011.

VI.B. CHANGES IN CAPITAL AFFILIATIONS OF THE ISSUER WITH OTHER ENTITIES

1. Changes in the shareholders’ structure

· On 11 July 2006, the Company informed about exceeding by Julius Baer Investment Management LLC with its registered seat in New York the 5% threshold in the total voting rights at the Annual General Meeting of Agora’s Shareholders.
· On 20 March 2007, the Company informed about exceeding by Julius Baer International Equity Fund with its registered seat in New York the 5% threshold in the total voting rights at the Annual General Meeting of Agora’s Shareholders.
· On 21 December 2006 the Company informed about the disposal of 1,149,394 shares of Agora SA held by Agora - Holding Sp. z o.o. for the execution of incentive programs. As the result, Agora Holding Sp. z o.o. holds 9,071,994 shares (constituting 16.5% of the share capital of the Company) which give 26,198,394 votes at the Annual General Meeting of Agora’s Shareholders (the 36.3% threshold in total voting rights). Agora - Holding Sp. z o.o. disposed of the mentioned shares for the benefit of Partycypacyjny Fundusz Inwestycyjny Zamkniety (Participatory Closed Mutual Fund) managed by Skarbiec Towarzystwo Funduszy Inwestycyjnych SA. The Fund was created for the execution of incentive programs for the employees of Agora SA and its subsidiaries.
2. Capital restructuring in the Agora Radio Group

· In the current report published on 17 January 2006, in connection with the current report no. 90/2005 dated 3 November 2005 regarding conditional sale agreement of 100% share capital of the company under the business name Radio Lokalne Zielona Gora Sp. z o.o., the Company informed that the conditions precedent to the above mentioned agreement were met. On 16 January 2006, Radio Lokalne Zielona Gora received the information that the Chairman of the National Broadcasting Council (KRRiTV) granted the consent to Radio Lokalne Zielona Gora to dispose all its shares to Region Sp. z o.o. and to change the licence for broadcasting of radio program via the change of the broadcast program name from Radio Blue 101.7 FM for RMF MAXXX, and also via the change of the program formula for the one agreed by the parties.

· In the current report published on 27 January 2006, in relation to the current report no. 107/2005 dated 2 December 2005, the Company informed about the registration on 20 January 2006 of the increase of the share capital of Grupa Radiowa Agory Sp. z o.o. (GRA), the subsidiary company of Agora SA, by the Warsaw District Court. The increase of capital by PLN 5,378 thousand was conducted by constituting new 10,756 shares at the nominal value of PLN 500 each by means of in-kind contribution in 10 radio companies (for details see current report no. 107/2005 dated 2 December 2005). After the registration, the share capital of GRA amounts to PLN 10,404 thousand and is divided into 20,808 shares at the nominal value of PLN 500 each, entitling to 20,808 votes at the General Shareholders Meeting of Grupa Radiowa Agory Sp. z o.o.
· In the current report dated 8 February 2006 the Company informed about the acquisition of shares constituting a 51.5% stake of the share capital of Tres Sp. z o.o. ("Tres"), with its seat in Sieradz, the broadcaster of the radio program Zlote Przeboje 101.3 FM. Before the transaction Agora held 48.5% of the share capital of Tres. As the result of the transaction between Agora and three individuals – former shareholders of Tres. Agora owns 202 shares (100 % of the share capital of Tres) and is entitled to exercise 100% of voting rights at the Annual General Meeting of Shareholders.
· In the current report dated 26 April 2006 the Company informed about the disposal of :

- 3,702 shares constituting 51.0% of the share capital of Elita Sp. z o.o. with its seat in Bydgoszcz (“Elita”); after the transaction Grupa Radiowa Agory holds 100% of the share capital of Elita; 

- 51 shares constituting 51.0% of the share capital of Klakson Sp. z o.o. with its seat in Wroclaw (“Klakson”); after the transaction Grupa Radiowa Agory holds 100% of the share capital of Klakson; 

- 174 shares constituting 51.2% of the share capital of Twoje Radio Sp. z o.o. with its seat in Walbrzych (“Twoje Radio”); after the transaction Grupa Radiowa Agory holds 100% of the share capital of Twoje Radio; 


- 1,702 shares constituting 50.0% of the share capital City Radio Sp. z o.o. with its seat in Czestochowa (“City Radio”); after the transaction Grupa Radiowa Agory holds 100% of the share capital of City Radio.
· In the current report dated 27 July 2006 the Company informed of a conditional share purchase agreement (dated 21 July 2006) of the shares in the share capital of Biuro Obsługi Radiowej Sp. z o.o. with its seat in Poznan (BOR), Multimedia Plus Sp. z o.o. with its seat in Śrem (MP), Jan Babczyszyn Radio JAZZ FM with its seat in Poznan (Jazz). Jazz holds the license for broadcasting local radio program Radio 88.4 FM Zlote Przeboje and MP holds the license for broadcasting local radio program 105.4 Roxy FM in Poznan. BOR operates broadcasting services for Jazz and MP.The agreement was executed between two individuals (collectively referred to as the "Vendors") and Agora. On the basis of the aforementioned agreement the Vendors disposed of: 


- 2,036 shares in the share capital of BOR, constituting 50% of share capital of BOR,

- 538 shares in MP, constituting 24% of share capital of MP, 


- 3,000 shares in Jazz constituting 50% of share capital of Jazz. 


As a result of the aforementioned transaction Agora was to hold 100% stake in BOR, MP and Jazz entitling Agora to exercise 100% of voting rights during general meetings of shareholders of the above mentioned companies. The condition precedent to the aforementioned agreement is the consent granted by the President of Office of Competition and Consumer Protection (OCCP) for the concentration as specified in the agreement or written information issued by the President of OCCP that such consent is not required.

· On 27 July 2006, the Company signed a conditional share disposal agreement of shares constituting 24.0% of share capital of Radio Mazowsze Sp. z o.o. with its seat in Lomianki, at the gross value of PLN 4,265 thousand and receivables at the nominal value of PLN 3,489 thousand with interest (the impairment loss reserve was created for both amounts). The selling price of the shares equaled PLN 64 thousand. Agora SA sold all shares of Mazowsze Sp. z o.o. An ownership of shares shall be transferred on the later of: the date of receiving the payment for the shares or the date of transfer of receivables. On 2 August 2006 the transaction was accomplished.

· On 25 August 2006, the Company informed about the execution of the Annex to the aforementioned agreement (the current report dated 24 July 2006) on 21 July 2006 regarding conditional share purchase of the shares in the share capital of Biuro Obsługi Radiowej Sp. z o.o. with its seat in Poznan (BOR), Multimedia Plus with its seat in Srem (MP), Jan Babczyszyn Radio JAZZ FM with its seat in Poznan (Jazz)) . The Annex abolished the condition precedent to the transfer of shares ownership in BOR, MP and Jazz. On the day of the Annex execution the Company acquired ownership of the aforementioned shares due to which the Company holds 100% stake in BOR, MP and Jazz entitling Agora to exercise 100% of voting rights during general meeting of shareholders of the above mentioned companies.

· On 7 November 2006 the Company informed about the merger of twelve radio companies exercising the licenses for broadcasting radio programs with Grupa Radiowa Agory Sp. z o.o. (GRA), a subsidiary of Agora SA. Detailed information is included in note 31 of the financial statements.

VI.C. OTHER SUPPLEMENTARY INFORMATION

1. Description of transactions with related parties

Total value of transactions with related parties exceeded the equivalent of EURO 500 thousand. There are the following types of transactions within the Group:

· advertising and printing services,

· rent of machinery, office and other fixed assets,

· providing various services: legal, financial, administration, trade,

· grant and repayment of loans and interest revenues and costs

· dividend distribution.

All transactions within the Group are carried out on arm’s length basis and are within the normal business activities of companies. Detailed information on transactions with related parties are disclosed in note 38 of the financial statements.

2. Information on loans taken,  guarantees received by the Company
Information on loans taken and guarantees received is included in note 13 of the financial statements. As of 31 December 2006, the Company was also a beneficiary of two warranties totaled PLN 680 thousand from the major contractor of the Company’s headquarters.
3. Changes in the composition of Company’s Management and Supervisory Board
On 26 June 2006 the General Meeting of Shareholders appointed to the Agora’s Supervisory Board:

· Richard Bruce Rabb,
· Tomasz Sielicki.

On 27 June 2006 Andrzej Szlezak became a Chairman of the Supervisory Board of Agora SA.
4. The rules governing election and dismissal of Management Board members and their rights, including the right to decide about share issue or buyback program.
· Election/ nomination

According to § 28 of the Statute The Management Board is elected by the General Meeting of the Shareholders, except for provisions regarding election by co – option. 

With the exception of the situation when co – option of additional members of Management Board takes place, the Management Board is composed of from 3 to 6 members with the exact number determined by the shareholders holding the majority of preferred series A shares, and following the expiration of such preferred status of all series A shares, by the Supervisory Board. 

During the term of its office the Management Board may elect by co-option not more than two additional members; the co-option of additional members is effected by a resolution of the Management Board. In case a member of the Board is appointed by way of co-option, the Management Board is obliged to include in the agenda of the nearest General Meeting of Shareholders an item concerning confirmation of appointment of a new member of the Board by way of co-option and propose an appropriate draft resolution. Should the General Meeting of Shareholders not accept the appointment of the new member of the Board by way of co-option, such Management Board member’s mandate expires on conclusion of the General Shareholders Meeting. 

According to the Statutes the majority of members of the Management Board shall be Polish citizens residing in Poland.
According to the § 30 of the Statute candidates for the Management Board shall be nominated exclusively by shareholders holding preferred series A shares, and following the expiry of the preferred status of all such shares, by the Supervisory Board.

Candidates for the Management Board may be exclusively nominated by:

· shareholders holding preferred series A shares or

· shareholders who documented their entitlement to not less than 5% of the votes at the last Shareholders Meeting before the candidates were nominated and who at the time of making the nomination hold not less than 5% of the share capital of the Company, provided that in order to ensure a proper nomination, it is necessary for the shareholder making such nomination to prove his right to at least 5% of the votes at the Shareholders Meeting where such nomination shall be voted on.

In the event that the persons authorized to determine the number of members of the Management Board and to nominate candidates for such members do not exercise one or both of the above rights, the number of members of the Management Board elected by the General Shareholders Meeting shall be determined by such Shareholders Meeting, while each shareholder during such Shareholders Meeting shall be able to nominate candidates for such members.

· Dismissal

According to § 31 of the Statute individual or all members of the Management Board may be dismissed (removed), due to important reasons, prior to the end of their term of office on the basis of the resolution adopted by the General Meeting of the Shareholders adopted by a simple majority of votes, provided that until the expiry of the preferred status of series A shares 80% of voting rights attached to all outstanding series A shares are cast in favor of such resolution. A resolution on dismissal (removal) of Management Board members should state the reasons for which such dismissal is made.

Members of the Management Board elected by co-option may be dismissed in the manner referred to above or by the resolution of the Management Board but the persons concerned cannot vote in this case.

In the event that some members of the Management Board are dismissed or their mandate expires during the term of office for other reasons, supplementary elections shall be held only at such time as when the number of members of the Management Board performing their functions is less than three or when the composition of the Management Board does not comply with the requirement of the majority of members of the Management Board being Polish citizens residing in Poland.

If the number of members of the Management Board is even less than that required in the previous Section, the Management Board shall be obligated to immediately convene an extraordinary General Meeting of the Shareholders in order to hold supplementary elections. Supplementary elections may take place also during the ordinary General Meeting of the Shareholders if, in accordance with provisions of law, such meeting must be convened within a short period of time, while convening an extraordinary General Meeting of the Shareholders would not be appropriate in such case.

In the event of supplementary elections, provisions regarding the election of members of the Management Board for their full term shall apply.

According to § 33 members of the Management Board may elect the chairman or persons performing other functions among themselves.

· The rights of the Management Board 

According to § 27 the Management Board manages the Company’s affairs and represents the Company in dealings with third parties.

The responsibilities of the Management Board include all matters related to conducting the Company’s affairs, provided they were not delegated otherwise.

Only, the General Meeting of Shareholders has the right to decide about share issue or share buyback.

According to the Statute in the period until 30 June, 2007, the Company’s Management Board shall be authorized to make one or several increases of the share capital by a total amount not greater than PLN 42,568,143 (authorized capital).

The Management Board shall have the right to waive or to limit the preemptive rights upon consent of the Supervisory Board.

Authorization, which is mentioned above, is not applicable in case of increases of share capital which are to be offered to

· individuals who currently work or who have worked on behalf of the Company or entities affiliated with the Company, pursuant to a contract of employment or other agreement such as mandate agreement or agreement for performance of a specific task or other agreement having similar effects, in the opinion of the Management Board, to a contract of employment, or 

· an entity which will provide the shares subscribed thereby to persons referred to in point above.

Share capital increases by a total amount not greater than PLN 42,568,143, may also be executed by way of issuance of subscription warrants with maturity date no longer than 30 June 2007.
5. Agreements between the Company and Management Board’s members on compensation in case of resignation or dismissal 
No such agreements between the Company and Management Board’s members exist.

6. Remuneration, bonuses and other benefits paid, due or potentially due to members of Management and Supervisory Board
Information on remuneration is disclosed in notes 24 and 25 of the financial statements.
7. The shares in Agora SA and its related parties owned by members of the Management Board
7.1. Shares in Agora SA

Tab. 14
	
	as of 31 December 2006
	Nominal value (PLN)

	Wanda Rapaczynski
	1,301,857
	1,301,857

	Piotr Niemczycki
	1,548,372
	1,548,372

	Zbigniew Bak
	130,850
	130,850

	Jaroslaw Szalinski
	9,218
	9,218


The members of the Management Board participate in the incentive plan described in the note 25 of the financial statements.

7.2. Shares in Agora Holding Sp. z o.o.

Tab. 15
	
	as of 31 December 2006
	Nominal value (PLN)

	Wanda Rapaczynski
	1
	10,427.84

	Piotr Niemczycki
	1
	10,427.84

	Zbigniew Bak
	1
	10,427.84


The stake held by each of the Management Board members constitutes 16.67% of the share capital and entitles them to exercise 16.67% of voting rights at the general meeting of Agora Holding Sp. z o.o.

8. The shares in Agora SA and its related parties owned by members of the Supervisory Board 

8.1. Shares in Agora SA

Tab. 16
	
	as of 31 December 2006
	Nominal value (PLN)

	Tomasz Sielicki
	33
	33

	Stanislaw Soltysinski(1)
	-
	-

	Sanford Schwartz 
	0
	0

	Slawomir Sikora 
	0
	0

	Richard Bruce Rabb (2)
	0
	0

	Louis Zachary (3)
	0
	0

	Andrzej Szlezak (4)
	0
	0


(1) Stanislaw Soltysinski invests in a „blind trust” fund; he was a Chairman of the Supervisory Board to 26 June 2006.
(2) Richard Bruce Rabb is a Supervisory Board Member since 26 June 2006.

(3) Louis Zachary was a Supervisory Board Member to 26 June 2006.

(4) Andrzej Szlezak  is a Chairman of the Supervisory Board since 27 June 2006.

8.2. Related companies

According to the Company’s best knowledge none of the Supervisory Board members held shares in Agora’s related companies.
9. Changes to the basic rules of managing the issuer’s company and its capital group. Description of changes in the organization of Agora’s capital group. 

During 2006 no changes were introduced to the basic rules of managing the issuer’s company and its capital group. Except for changes of the issuer’s capital affiliations with other entities and transfer of Radio Division from Agora to Grupa Radiowa Agory Sp. z o.o. discussed in the point VI.B of this MD&A, no other changes were introduced in the organization of Agora’s capital group.

10. Description of main capital investments

Detailed information on intangible assets is included in note 3 of the financial statements. In 2006 capital investments made within the Group (shares, contribution to capital, loans) increased by PLN 30.4 million and decreased by PLN 15.3 million, as shown in the table below:

Tab. 17
	in PLN million
	increase
	decrease

	shares
	5.8
	10.4

	loans
	24.6
	4.9

	TOTAL
	30.4
	15.3


11. Information on loans granted, guarantees and other off-balance sheet items

Information on guarantees and other off-balance sheet items is included in note 35 of the financial statements.

Information on loans granted is presented in the table below:

Tab. 18

	
	Company
	face value of loans granted at

31.12.06
	due to

31.12.2007
	due to

31.12.2008
	due to

31.12.2009
	due after
31.12.2009

	 
	TOTAL TO ALL COMPANIES  
	100,104
	981
	5,578
	2,518
	91,027

	
	Total to related companies, including:
	97,044
	981
	2,518
	2,518
	91,027

	1
	Agencja Reklamowa Jowisz Sp. z o.o.
	2,032
	0
	203
	203
	1,626

	2
	Barys Sp. z o.o.
	3,470
	0
	496
	496
	2,478

	3
	Bis Media Sp. z o.o.
	1,094
	156
	156
	156
	626

	4
	Inforadio Sp. z o.o.
	33,437
	0
	 
	 
	33,437

	5
	BOR Sp. z o.o.
	4,800
	 
	800
	800
	3,200

	6
	GRA Sp. z o.o.
	43,797
	572
	 
	 
	43,225

	7
	Multimedia Plus Sp. z o.o.
	850
	0
	106
	106
	638

	8
	Radio Trefl Sp. z o.o.
	270
	0
	113
	113
	44

	9
	Regionalne Przedsiębiorstwo Związkowe Sp. z o.o.
	6,241
	0
	363
	363
	5,515

	10
	Tres Sp. z o.o
	858
	253
	252
	252
	101

	11
	LR Opole Sp. z o.o.
	195
	0
	29
	29
	137


12. Shareholders entitled to exercise over 5% of total voting rights at the General Meeting of Shareholders, either directly or through affiliates as of the date of publication of the report for 2006
To the best of the Company’s knowledge as of the day of publication of the report for 2006, the following shareholders are entitled to exercise over 5% of voting rights at the General Meeting of Shareholders in the Company:

Tab. 19
	
	no. of shares
	% of share capital
	no. of votes
	% of voting rights

	Agora-Holding Sp. z o.o.
	9,071,994
	16.5%
	26,198,394
	36.3%

	Podmioty Grupy Julius Baer (1): 
	-
	-
	-
	6.43%

	Julius Baer Investment Management LLC (2)
	3,941,331
	7.2%
	3,794,001
	5.3%

	Julius Baer International Equity Fund (3)
	3,858,789
	7.02%
	3,858,789
	5.35%


(1) as of 14 March 2007 
(2) as of 29 June 2006
(3) as of 14 March 2007 
To the knowledge of Agora’s Management Board here are no agreements which could result in future changes in the stakes held by its present shareholders, except for agreements in share distribution between Agora SA and Agora Holding Sp. z o.o. concerning execution of participation plans in connection with the incentive plans carried out by Agora about which the Management Board informed on 18 December 2000 and two annexes to one of the above-mentioned agreements, whose main stipulations were announced in current reports of 14 April 2003 and 9 July 2003.
13. Holders of all securities which grant special control rights in relation to the Issuer
· series A shares

Agora Holding Sp. z o.o. is the only holder of registered preferred series A shares. The series A shares carry preferences regarding the number of votes per one share and right to propose candidates for the Management and Supervisory Board members, nominate and dismiss the members of the Management and Supervisory Board, and grant the consent to dispose the series A shares or convert them into bearer shares.

Each series A share entitles its holder to 5 votes at the General Meeting of Shareholders.

The shareholder holding series A shares has the exclusive right to present candidacies for the Management and Supervisory Board. Such a shareholder has also the right to determine the number of the members of the Management Board.

Further preferences carried by series A shares include the right to dismiss the member of the Management or Supervisory Board prior to the end of his/her term of office. The dismissal can be made on the basis of the resolution adopted by the General Meeting of the Shareholders adopted by a simple majority of votes, provided that until the expiry of the preferred status of series A shares 80% of voting rights attached to all outstanding series A shares are cast in favour of such resolution. 

The Company’s Statute contains provision that none of the shareholders may exercise more than 20% of the overall number of votes at the General Meeting of the Shareholders, provided that for the purposes of establishing obligations of purchasers of material blocks of shares as provided in the Law on Public Trading of Securities such restriction of the voting rights does not exist. The restriction of the voting rights referred to above does not apply to the shareholders holding series A shares.

Each share, whether preferred or not, entitles its holder to one vote in connection with passing a resolution regarding the withdrawal of the Company's shares from public trading.

· series C shares

The series C shares were preferred shares. They entitled to 5 votes per one share. On 20 July 2005 they were converted to bearer shares losing its preferred status, about which the Company informed in the current report no. 46/2005.
14. Limitations regarding the transfer of ownership rights to the Issuer’s securities and limitations regarding exercising the voting rights carried by the Issuer’s shares
According to the Statute of Agora SA: 

· The sale or conversion of preferred series A shares into bearer shares requires the written consent of shareholders holding at least 50% of the preferred series A shares registered in the share register on the date of filing the written request for such a consent.

· The sale of registered series B shares numbered from B 032 731 556 to 033 999 015 or their conversion to bearer shares shall require the written consent of shareholders holding over 50% series A shares altogether. The consent shall be given by all such shareholders on receipt of written application of a shareholder intending to sell shares or his or her plenipotentiary.

Additionally, the Company’s Statute required for the sale of preferred series C shares the written consent of the shareholders holding at least 80% of the preferred series A shares, unless the acquirer is a legal entity being (i) a wholly-owned direct or indirect subsidiary of the seller, (ii) a direct or indirect sole owner of the seller or (iii) a wholly-owned direct or indirect subsidiary of the sole owner of the seller. On 20 July 2005, the preferred series C shares were converted to bearer shares losing their preferred status. The Company informed about the conversion in the current report no. 46/2005.

15. The system of control of employee share scheme

Currently, Agora Group’s share incentive schemes are based on Agora's shares.

Until 2004 eligible employees could buy Agora's shares; since 2005 alterations to incentive programs have been introduced due to which eligible employees can purchase investment certificates in Participatory Closed Mutual Fund (PCMF), managed by Skarbiec Towarzystwo Funduszy Inwestycyjnych SA. The company informed about the aforementioned changes in incentive schemes in the current report no 71/2005 dated 16 September 2005.

Agora Holding Sp. z o.o., the largest shareholder of Agora SA, can allocate shares for the purpose of incentive plans in Agora Group. The Management Board of Agora SA may recommend to Agora Holding Sp. z o.o. the list of employees and the number of shares to be transferred for the purpose of motivation plans. All final decisions regarding the incentive plans in Agora (number of participants, grant of shares/certificates and sale conditions) are made by Agora Holding Sp. z o.o.

16. Information about agreements signed with auditor

Information about the agreements and the values from those agreements is disclosed below

Tab. 20
	
	Year ended

31 December 2006
	Year ended

31 December 2005

	Remuneration for audit (1)
	USD 83,000
	USD 80,000

	Remuneration for related services (2)
	USD 5,600

PLN 4,000
	USD 3,600

PLN 24,660


(1) Remuneration for audit includes the amounts paid and due to KPMG Audyt Sp. z o.o. for professional services related to audit and review of unconsolidated and consolidated financial statements of the Company for particular year (agreement of 12 July 2006 for 2006 and of 20 September 2005 for 2005). 
(2) Remuneration for related services includes other amounts paid and due to KPMG Audyt Sp. z o.o. These services relate to other services connected with audit and review of financial statements not mentioned in point (1) above. 

The agreements with with auditor are signed for the period of one year.

17. Information about financial instruments

Information about financial statements in respect of:

· risk: price risk, credit risk, material disruptions to cash flow and risk of liquidity problems and

· goals and methods of financial risk management

is disclosed in note 33 of the financial statements.

Warsaw, 12 April 2007

	Wanda Rapaczynski – President of the Management Board
	Signed on the Polish original


	Piotr Niemczycki – Deputy President of the Management Board
	Signed on the Polish original



	Zbigniew Bak – Deputy President of the Management Board
	Signed on the Polish original



	Jaroslaw Szalinski – Member of the Management Board
	Signed on the Polish original
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