AGORA SA MANAGEMENT DISSCUSSION OF RESULTS FOR FISCAL YEAR 2000

(AGORA GROUP PRESENTED ACCORDING TO POLISH ACCOUNTING RULES)

Accounting principles adopted by Agora Group are described in the introduction to the financial statements. These principles give accurate and fair description of the Group’s fixed and financial assets and its operating results and profitability.
Agora Group has been created in 1998. These consolidated statements include results of Agora SA and Agora-Poligrafia Sp. z o.o. Other companies included in the group have been excluded from consolidation, as they are not material.

The revenues and costs of the group are mainly attributed to the dominating entity – Agora SA. The main product of the group is “Gazeta Wyborcza”, the biggest daily in Poland. 

Agora-Polgrafia Sp. z o.o. deliver printing services to Agora SA. In 2000 it has printed 33.6% of the “Gazeta’s” total circulation. The printing presses of Agora-Poligrafia Sp. z o.o. are leased from Agora SA. Its revenues consist mainly of printing services to Agora SA whereas costs consist mainly of lease rent paid to Agora SA. Both are eliminated in consolidation.

In 2000 apart from slowdown of ad market growth in Poland, revenues, EBITDA and net profit for the Group were on the excellent levels:

* Revenues rise by 17.5% to PLN 810.7 million

* Operating profit up by 8.1% to PLN 209.5 million

* EBITDA margin reaches 33.8%

* Net profit of PLN 174.1 million, up by 31.2%

Agora’s development plans

The Group’s major objective is to build long-term value for its shareholders. Agora’s strategy assumes strengthening the Group’s position in the media market, primarily in Poland, continuing the organic growth of the existing businesses, and, at the same time, growing the scale of activities through mergers and acquisitions.

Agora’s development  through strategic alliances and joint ventures will be addressed solely at the media sector and realized on the basis of clearly defined criteria enabling the evaluation of a given investment from the perspective of its long-term value for shareholders.

External and internal factors significant for further growth of the Group

Agora’s further success depends on efficacious continuation of its businesses and realization of the above mentioned strategy. Agora’s businesses are determined by numerous external and internal factors.

External factors

Price of newsprint

Newsprint is the basic material for Gazeta’s production and accounts for nearly one third of its operating costs before D&A. After a couple of years of stable prices, in 2001 the average unit price of newsprint grew by circa 20% in DEM.

The Group is capable of forecasting the price of newsprint and actively manages stocks in relation to prices expected on the market. Agora purchases newsprint from five leading European suppliers and signs with them annual contracts with a fixed price in DEM.

Economic situation in Poland and the advertising market

Till the end of 1999 the advertising market developed very dynamically due to structural changes in the economy, e.g. privatization and liberalization of the telecom sector, pension fund reform. Since 2000 we observe a maturing advertising market where macroeconomic factors are driving the growth. A weaker economic growth results in lower consumer demand, and in consequence – smaller advertising expenditure. According to Agora’s forecasts in 2001 whole Polish advertising expenditure will increase by 12.5%, and the growth of the newspaper market will reach 14%. Gazeta’s strong market position assures the Group a growth in advertising revenue, however, more modest than in the previous years.

VAT on newspaper sales

In 2001 the Group is obliged  to pay 7% VAT on newspaper sales. In the years prior this accounted for 0.

Internal factors

Technology and production forces

Agora completed the development of the printing base. As a result whole production and offset printing takes place in-house. It allows for cost optimization and flexible configuration of our offer for readers and advertisers. Securing sufficient production capacity is also a vital competitive factor, as it creates market entry barriers.

The Group takes up activities securing efficiency and reliability of key technological processes also in other fields. Agora, among others, implements state-of-the-art technologies for advertising sales, distribution, as well as financial planning, and human resources management.

Employees

The success of the business depends also on the level of competence and satisfaction among employees. The most important objectives in the realm of human resources are: attracting new professionals to the company, attach present employees, and motivate them to take up new ambitious tasks. In order to fulfill these objectives the Group implemented a number of career development systems, programs for employees moving from one sector of the company to another, as well as incentive plans for managers and high performers which broaden the group of shareholders.

New business development

Mergers and acquisition strategy, as well as further development in the Internet, are associated with investments which will have impact on the Group’s results. All such transactions, may in the short term dilute earnings and negatively influence the Group’s margins. Decisions on capital investments are taken on the basis on the criterion of building long term value for the shareholders.

OPERATING REVIEW 

Gazeta Wyborcza

Paid Circulation

With average copy price increase of 11.4% from last year, revenue from copy sales grew by 13.5% to PLN 153.7 million. Revenue from paid circulation accounts for 19.0% of the Company's revenue.

Average daily copy sales rose in 2000 to 462,000 (3.2% more than in 1999).

Our investment in strategic local markets is also paying off: average daily copy sales in three strategic regions increased by 6.0% compared to 1999.

In 2000 the total daily newspaper market decreased by 3%. For the second year running, Gazeta is the only daily newspaper to grow paid circulation.

Advertising Sales

Gazeta's advertising revenue increased by 17.9% to PLN 615.3 million, accounting for 75.9% of the Company's revenue.

In 2000 the advertising market in Poland grew at lower rate than in the previous year. Total ad market (radio, television, outdoor and print) grew by 12.5%. TV and radio experienced the weakest growth – estimated nominal revenue growth was 10.1% and 8.3% respectively compared to 1999. Print media recorded stronger revenue growth of 15.7%, with the advertising lineage growing by 3%. The lineage growth was recorded only in local newspapers. National newspapers and magazines experienced a decline in lineage. These market trends prove our policy of expansion in local markets.

                                                               % Growth   

    Advertising revenue (in PLN million)     2000     1999      2000/1999 

    National advertising                    326.6     274.9       18.8%     

       Share in total advertising revenue    53.1%     52.7%

    Local advertising (Warsaw excluded)     146.0     121.6       20.1%     

       Share in total advertising revenue    23.7%     23.3%                

    Warsaw advertising                      142.7     125.4       13.7%     

       Share in total advertising revenue    23.2%     24.0%               

    Total                                   615.3     521.9       17.9%     

Revenue growth of Gazeta was accompanied by a decrease of national advertising lineage by 3.6% and an increase of lineage in local markets (except for Warsaw) by 3.8%. Warsaw lineage remained constant. The daily average number of advertising pages printed in all national and local editions increased to 393 (382 in 1999). 

The methodology based on official rate card data shows that the advertising revenue share of Gazeta in both national and Warsaw markets reached 60.7% and 80.0% respectively, a decline of 1.4pp and 0.8pp compared to 1999. In other local markets Gazeta’s share increased to 24.7% from 23.0% in 1999. It should be noted, however, that rate card data do not reflect the fair picture of the market due to differences in discount policies adopted by publishers.

INTERNET

Advertising revenue went up by 548.6% compared to 1999 and total internet revenue increased by 332.4%

At the beginning of last year Agora began the development of its Internet portal. Alongside development the electronic version of Gazeta Wyborcza has been continued. In the fourth quarter this service recorded a monthly average of 1.4 million visits and 12.1 million page views and according to the market research conducted by SMG/KRC remained the third most frequently visited Polish site.

One of the major objectives for the portal was to leverage Gazeta’s resources. To reach these goals all newsrooms adopted multimedia operations and simultaneously produce content to both the printed and on-line version of Gazeta and to the portal. In Gazeta’s on-line version and on the portal the content is published immediately. Meanwhile Agora implemented and tested several unique technological solutions for, among others, the management of the editorial content and its huge databases. 

By the end of 2000 there were 82 employees working on the project, of which 26 were in sales. Operating costs reached PLN 11.1 million of which depreciation was PLN 1.4 million. Capital expenditures (fixed assets, intangible assets and investments-in-progress) amounted to PLN 23.1 million. It shall be underscored that part of capital investments planned for 2000 (approximately PLN 8.7 million) and corresponding D&A charges (approximately PLN 1.4 million) were shifted to 2001.

In January 2001 Agora launched pre-premiere portal.

RADIO

Total revenue of the group in 2000 reached PLN 38.1 million (38,0% growth), advertising revenue reached PLN 35,7 millon (38,6% growth). The group was EBITDA positive of PLN 4.0 million (PLN 2.6 million last year). The above data refer to entire group of local radio stations together with three stations from Poznań, which were consolidated on pro-forma basis (both in 2000 and 1999).

In financial reports for 1999 Agora presented unconsolidated results for local stations. As a result sales and costs were slightly overestimated. For comparison unconsolidated total revenue of the group in 2000 amounted to PLN 45.5 million (PLN 35.1 million in 1999), unconsolidated ad revenue of the group in 2000 amounted to PLN 39.9 million (PLN 30.1 million in 1999).

The group currently consists of 14 stations located in the top local markets. In 2000 four stations were added to the group: “Na Fali” in Szczecin, “Klasyka” in Warsaw, “Barys” in Katowice and “Res 95.7 FM” in Rzeszów.

National audience share in the target group (25-45 years old, cities above 100,000) in 2000 reached 9.9% (7.6% in 1999), which confirms the group's position as the leading player in the local markets.

Agora’s strategy to focus on local markets is proving highly successful, as share of local radio stations in radio advertising market in Poland has been steadily growing.

Agora maintains its stake in the super-regional news/talk station TOK FM. In August 2000, in execution of the obligations resulting from statute of Inforadio Sp. z o.o. (the company which owns the station) Batory Foundation, one of the shareholders, sold its shares to Agora and to the other shareholder. Agora has purchased 60 shares, increasing its stake in Inforadio to 41.6%. The growth of sales in 2000 (by 18%) and cuts in costs base did not allow the station to obtain break even.

Despite the growing scale of the venture, radio stations are still not consolidated since they are not material from the perspective of Polish Accounting Standards.

Cost Structure

Operating costs (in million PLN)                                                                        

                                                                  % growth   

                                                2000       1999   2000/1999  

  Raw materials and consumables                 188.2      168.3   11.8%

       incl. newsprint GW                       153.0      143.1    6.9%

  Staff costs                                   179.1      139.3   28.5%

       incl. payroll                            148.8      116.3   27.9%

  D & A                                          48.4       42.0   15.2%

  Other costs                                   156.1      129.2   20.9%

  Total                                         571.8      478.8   19.4%

Operating costs increased by 19.4% to PLN 571.8 million. 

Raw materials and consumables

amounted to PLN 188.2 million and accounted for 32.9% of total operating costs. Cost of newsprint used for Gazeta amounted to PLN 153.0 million. In spite of increase in production volume it was only 6.9% higher than in the previous year due to flat price increase and lower EURO exchange rate. The total number of printed pages was 23.4 billion - 8.9% more than in 1999 (the average pagecount grew by 5.6% and the growth of remaining part of production volume results from increase in circulation). In 2000 color pages had a 64.2% share in pagecount (55.2% in 1999). The increase in newsprint consumption was a direct result of both an increase in production volume and launch of the printing plant in Piła (test print runs) The Piła plant started production in October, a few weeks ahead of schedule.

Staff costs 

amounted to PLN 179.1 million and were 28.5% higher than in 1999 at the average full time employees growth of 16.9%. The main factors contributing to the growth are new employment in printing plants and the internet project. At the end of December 2000 the Company had over 3,400 employees, representing growth of 20.8% in comparison to 1999. 

Depreciation and Amortization

increased by 15.2% compared to 1999. This growth results from IT investments and expansion of the printing base (in 2000 Agora has completed construction of three printing plants). 

In the fourth quarter 2000 the classification of IPO costs was changed and new depreciation periods for printing equipment booked in 2000 have been adopted. For further explanation see additional information to financial statements.

Other costs 

amounted to PLN 156,1 million. Significant costs were connected to the external printing of Gazeta Wyborcza, which amounted to PLN 34.4 million. In 2000 19.2% of production, i.e. 4.5 billion pages, was outsourced. In 1999 the outsourced production also amounted to 4.5 billion pages, but accounted for 21.0% of the total production. Increase in cost of external printing resulted not only from an increase in prices but also from extended use of color in external printing. In April 1999 the wide offer of thematic supplements to “Gazeta Wyborcza” was broadened by women’s magazine “Wysokie Obcasy” (High Heels) and in November 1999 the layout of TV Guide to “Gazeta Wyborcza” was altered, and included a heat set cover.

Other significant costs include advertising and representation (PLN 25.6 million, increase by 7.9 million).

FINANCIAL OVERVIEW

    PROFIT AND LOSS ACCOUNT                                      % growth   

    (PLN million)                            2000      1999     2000/1999

    Net revenue                              810.7     689.7      17.5%     

    Profit on sales                          234.9     207.3      13.3%

    Profit on other operating activities     (25.4)    (13.5)        -

    Profit operating activities              209.5     193.8       8.1%    

    Profit on financing activities            19.8       1.0         -

    Profit on ordinary activities            229.3     194.8      17.7%

    Pretax profit                            229.4     194.8      17.8%    

    Corporate income tax                     (55.3)    (62.2)    (11.0%)    

    Net Profit                               174.1     132.6      31.2%    

    EPS - net revenue per share in PLN         3.1      2.3       31.2%    

    EBITDA (PLN million)                     274.0     235.8      16.2%    

    EBITDA margin                             33.8%    34.2%      -0.4 pp  

Net of the other operating costs and revenues, including among others donations, set up/released provisions and net value of fixed assets disposed, amounted to 25.4 million PLN.

In November 2000 other non-recurring charges incurred PLN 13.7 million associated with decommissioning of building of the old printing plant in Warsaw. This will be replaced by a new office building. 

Another significant position here was change in provisions for bad debt in the amount of minus 7.6 million PLN.
Profit on operating activities grew by 8.1% to 209.5 million PLN.
EBITDA amounted to PLN 274.0 million, an increase by 16.2%. EBITDA margin was at 33.8%, the same level as in 1999.

The consolidated results include performance of Agora SA (incl. Internet project) and Agora-Poligrafia Sp. z o.o. If the Internet project was factored out from the results the operating profit would amount to PLN 217.1 million, EBITDA to PLN 280.2 million and EBITDA margin to 34.7%.

Net of financial activities amounted to PLN 19.8 million, including interests, dividends, result on sale of commercial securities, FX differences and costs of long-term EURO purchase contracts.

In 2000 the result on sale of commercial securities amounted to PLN 19.4 million (excluding PLN 2.6 million of accrued income as at 31 December 2000). The average return on investments in securities was 16.5% p.a.

Dividends received amounted to PLN 10.1 million.

In July 2000 the Company has entered into three-year-long EURO purchase contracts to hedge the FX risk, particularly on newsprint purchases. Paid costs of the hedge amounted to PLN 8.5 million. Additionally, the financial costs were increased by FX differences on these transactions (as at 31 December 2000) in the amount (accrued for but not paid) of PLN 5.7 million.

In January 2001, due to unexpected long-term weakness of the EURO against PLN and USD the Group decided to terminate the least favourable contract for EURO and to change the terms and conditions of the second one. Withdrawal from the contract will increase the financial costs in 2001 by approximately PLN 7.4 million.

Corporate income tax amounted to PLN 55.3 million. The effective tax rate was 24.1% at the statutory rate of 30%. 

Net profit totaled PLN 174.1 million, an increase of 31.2% from PLN 132.6 million in 1999. 

--------------------------------               

BALANCE SHEET (PLN million) 

                                      31.12.2000    31.12.1999     % Growth

  TOTAL ASSETS                           1,047.4        839.7          24.7%

         Share in balance sheet total         100%          100% 

  Fixed Assets                             724.6        490.3          47.8%

         Share in balance sheet total         69.2%         58.4% 

  Current assets and prepaid expenses      322.8        349.4          -7.6%

         Share in balance sheet total         30.8%         41.6% 

  TOTAL LIABILITIES AND SHAREHOLDERS'

  EQUITY                                  1,047.4        839.7         24.7%

         Share in balance sheet total          100%          100% 

  Equity                                    839.1        665.0         26.2% 

         Share in balance sheet total          80.1%         79.2% 

  Provisions                                  5.1          4.3         17.2% 

         Share in balance sheet total           0.5%          0.5% 

  Liabilities and accrued expenses          203.2        170.4         19.2%

         Share in balance sheet total          19.4%         20.3% 

As of 31 December 2000 the Company's balance sheet sum was over PLN 1 billion equal to 24.7% growth on 31 December 1999. The structure of assets changed - the share of current assets decreased from 41.6% to 30.8%, whereas the fixed assets share increased from 58.4% to 69.2%. The changes are due to investment in printing facilities, IT and telecommunications. 

As of 31 December 2000 accounts receivable amounted to PLN 106.4 million, equal to 26.2% growth on 31 December 1999. An increase in accounts receivable reflects movements in payments deferred by not more than three months. For payments deferred by more than three months provisions for bad debt are set up. In 2000 the Company reorganized the system of credit risk monitoring and debt collection, which will help to minimize losses on bad debts. Share of receivables in the balance sheet sum remained unchanged at the level of 10%. 

--------------------------------               

CASH FLOW STATEMENTS (PLN million) 

                                                                  % Growth 

                                             2000       1999     2000/1999

  Net cash from operating activities        216.9      198.9         9.1% 

  Net cash from investing activities       (203.1)    (407.1)      (50.1%) 

  Net cash from financing                    (7.4)     232.6           - 

  Total movement of cash and cash 

  equivalents                                 6.4       24.4       (73.7%)

  At the end of period                       38.0       31.5        20.4% 

At the end of the period, the Company had PLN 38.0 million in cash and PLN 151.5 million in short-term securities.

Net cash from investing activities mainly include capital expenditure (PLN 286.5 million for extension of printing facilities, new office building, Internet, telecommunications and IT) and net revenue from sales of commercial securities (PLN 84.6 million). 

ADDITIONAL INFORMATION

· Changes in the Company Management Board in 2000: as of May 30th, 2000 Mr. Jerzy Thieme was revoked from the post of the Member of the Management Board and on 1 September 2000 Mr. Zbigniew Bąk was appointed new Member of the Management Board responsible for business development.
· On 4 July 2000 AGORA SA employees placed shares worth PLN 181.5 million (ca. US$ 42.5 million) with institutional investors in a block trade. The sale was organised by SSSB.

· On 7 July, 2000 Agora SA entered into an agreement with Porr Polska SA for the construction of new premises. The contractual sum for the works is PLN 152,476,181. This sum may be indexed once a quarter if the index published by the Main Statistics Office increases by more than 5% from the date of the agreement. Construction is to be completed by 12 August, 2002 (the first phase by 17 December, 2001). New premises will allow for significant improvement of work conditions and concentrate Warsaw staff in one location.

· On 11 July Agora signed an agreement with Koening & Bauer AG for the supply of printing presses to Agora SA's printing plants in Warsaw and Piła. The total value of the presses ordered from Koening & Bauer amounts to DEM 28 million. This agreement is the last step in the realization of a three-year investment program to improve and expand Agora's printing capacity. Agora's three-year investment program, to be completed in 2001, will give the Company greater control over its cost base, and make it independent from outside suppliers. All the new equipment will significantly shorten production time and improve the structure of Gazeta Wyborcza, allowing for more color capacity, increased advertising space, while expanding the capacity for insertion of pre-printed ad materials. 

· On November 15, 2000 Agora SA (Agora) and ComputerLand S.A. (ComputerLand) have signed a shareholders agreement and a founding deed of a limited liability company – Internet Commerce Center (Centrum Handlu Internetowego Sp. z o.o., the “CHI”). The company was registered on 20 December 2000 an began operating in January 2001. CHI’s scope of business is as follows: creation and maintenance of e-shopping mall including setting-up and hosting of e-shops and web sites. The electronic mall is one of the important ventures associated with Agora's Internet portal. Agora will be responsible for the sale of CHI services to clients and will engage its own sales force for this purpose.

· On December 15, 2000 Agora and its shareholder – Agora-Holding Sp. z o. o. located in Warsaw (Agora-Holding) signed agreements establishing the principles of distribution of at least 90% of 14,953,750 series B shares and 88,264 series D shares of Agora held by Agora-Holding. The shares are to be distributed to the beneficiaries of incentive plans implemented by Agora and Agora-Holding.

· On December 8, 2000 Bankers Trust Company was in possession of 7,606,256 bearer shares of Agora representing 7,606,256 votes at the General Meeting of Shareholders. The amount represents 13.4% of share capital and 9.97% of votes at the General Meeting of Shareholders subsequent to redemption of 24,400 of Agora's Global Depository Receipts.

· On December 29, 2000 Agora and Agora-Poligrafia Sp. z o. o., located in Tychy (Agora-Poligrafia), 100% subsidiary of Agora, signed an appendix to lease contract concerning printing presses and related equipment, dated 1 July 1998. Under the appendix Agora leases to Agora-Poligrafia additional printing equipment. The leasing period terminates on June 30, 2016. The monthly lease fee increases by PLN equivalent of USD 220,000.

· Ownership of Agora’s shares and rights to these shares by members of the Management Board

a. shares

	
	Ownership at 31/12/2000

	Wanda Rapaczynski
	1,377,340

	Piotr Niemczycki
	1,832,930

	Helena Łuczywo
	1,375,144


b. Conditional right to purchase shares (under the condition of signing a lock-up agreement)

	
	Ownership at 31/12/2000

	Wanda Rapaczynski
	479

	Piotr Niemczycki
	472

	Helena Łuczywo
	472


· Ownership of Agora’s shares and rights to these shares. (Members of the Supervisory Board)

	
	Ownership at 31/12/2000

	Henryka Bochniarz
	0

	Dean Eisner
	0

	Tomasz Sielicki
	33

	Stanisław Sołtysiński*
	-

	Louis Zachary
	0


* Stanisław Słtysiński invests in a Blind Trust fund.

· Shareholders entitled  to execute more than 5% of the votes at the General Shareholder Meeting

	
	as at 31/12/2000

	Agora-Holding Sp. z o. o.
	44.3%

	Cox Poland Investment, Inc.
	12.2%

	Bankers Trust Company
	10.0%



Warsaw, 12 April 2001

........................................................

Wanda Rapaczynski

President

...........................................................

Piotr Niemczycki

Vice-president

..........................................................

Helena Łuczywo

Member of the Board

...........................................................

Zbigniew Bąk

Member of the Board

