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OPINION OF THE INDEPENDENT AUDITOR 

 
 

 
 
 

To the General Meeting of Agora S.A. 
 
We have audited the accompanying unconsolidated financial statements of Agora S.A. seated in 
Warszawa, ul. Czerska 8/10, consisting of the balance sheet as at 31 December 2005, with total 
assets of and total liabilities and equity of PLN 1,434,053 thousand, the profit and loss account 
for the year then ended with a net profit of PLN 134,953 thousand, the statement of changes in 
equity for the year then ended with a decrease in equity of PLN 7,188  thousand, the cash flow 
statement for the year then ended with a decrease in cash amounting to PLN 14,878  thousand, 
and supplementary notes to the unconsolidated financial statements. 
 
The Management of the Company is responsible for the accuracy of the accounting records and 
the preparation and true and fair presentation of the unconsolidated financial statements in 
accordance with International Financial Reporting Standards as adopted by the European Union, 
and in respect to matters that are not regulated by the above standards, in accordance with the 
requirements of the Accounting Act dated 29 September 1994 (Official Journal from 2002, No. 
76, item 694 with amendments) and respective bylaws and regulations, the requirements for 
issuers of securities admitted or sought to be admitted to trading on an official stock-exchange 
listing market. Our responsibility is to express an opinion on these unconsolidated financial 
statements, and whether the financial statements are derived from properly maintained accounting 
records, based on our audit.  
 
We conducted our audit in accordance with section 7 of the Polish Accounting Act dated 
29 September 1994, the professional standards established by the Polish National Council of 
Certified Auditors and  International Standards on Auditing. Those standards require that we plan 
and perform the audit to obtain reasonable assurance about whether the financial statements are 
free of material misstatements.  An audit includes examining, on a test basis, evidence supporting 
the amounts and disclosures in the financial statements.  An audit also includes assessing the 
accounting principles used and significant estimates made by management of the Company, as 
well as evaluating the overall financial statement presentation.  We believe that our audit provides 
a reasonable basis for our opinion. 
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In our opinion, the accompanying unconsolidated financial statements of Agora S.A. present 
fairly, in all material respects, the financial position of the Company as at 31 December 2005, the 
results of its operations and its cash flows for the year then ended in accordance with 
International Financial Reporting Standards as adopted by the European Union, and in respect to 
matters that are not regulated by the above standards, in accordance with the requirements of the 
Accounting Act dated 29 September 1994 and respective bylaws and regulations, the 
requirements for issuers of securities admitted or sought to be admitted to trading on an official 
stock-exchange listing market, the provisions of the Company’s Statute that apply to the 
Company’s unconsolidated financial statements and have been prepared from accounting records 
that, in all material respects, have been properly maintained. 
 
As required under the Accounting Act dated 29 September 1994 we also report that the Report on 
the Company’s activities includes, in all material respects, the information required by Art. 49 of 
the Accounting Act and by the Decree of the Ministry of Finance dated 19 October 2005 on 
current and periodic information provided by issuers of securities (Official Journal from 2005, No 
209, item 1744) and the information is consistent with the unconsolidated financial statements. 
 

 
Signed on the Polish original 
.................................................... 

Signed on the Polish original 
.......................................................... 

Certified Auditor No. 90046/7419 
Marcin Domagała  
 

For KPMG Audyt Sp. z o.o. 
ul. Chłodna 51; 00-867 Warsaw 
Certified Auditor No. 90046/7419 
Marcin Domagała  
Member of the Management Board 
 

  
Warsaw, 12 April 2006   
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1 General 

1.1 General information about the Company 

1.1.1 Company name 

Agora S.A. 

1.1.2 Registered office 

ul. Czerska 8/10 
00-732 Warszawa 

1.1.3 Registration in the National Court Register 

 Seat of the court: Regional Court in Warszawa, XIII Commercial Department 
 Date:  7 November 2001 
 Registration number:  KRS 0000059944 

1.1.4 Tax Office and Provincial Statistical Office registration 

NIP: 526-030-56-44 
REGON: 011559486 

1.2 Auditor information 

 KPMG Audyt Sp. z o.o. 
 ul. Chłodna 51, 
 00-867 Warsaw 
 

KPMG Audyt Sp. z o.o. is registered as a company authorised to audit financial statements 
(number 458). 

1.3 Legal status 

1.3.1 Share capital 

 The Company was established for an indefinite period under the terms of its Statute dated 
11 March 1998.  

 The share capital of the Company amounted to PLN 56,757,525.00 as at 31 December 2005 
divided into 56,757,525 ordinary shares with a nominal value of PLN 1.00 each.  
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As at 31 December 2005, the shareholder structure was as follows: 

 

1.3.2 Related parties 

The Company is a parent company of the Agora S.A. Group.  

1.3.3 Management of the Company 

The Management Board is responsible for management of the Company. 
 
At 31 December 2005, the Management Board of the Company comprised the following 
members: 
 

• Wanda Rapaczynski   – President 
• Piotr Niemczycki    – Vice - President 
• Zbigniew Bąk    – Vice - President 
• Jarosław Szaliński   – Member of the Management Board 

1.3.4 Scope of activities 

 The business activities listed in the Company's Statute include the following: 

• Publishing of newspapers, books, periodical publications and other publishing activities, 
• Printing of newspapers, 
• Other polygraph activity, not classified elsewhere, 
• Assembly of texts and manufacturing of printing boards, 
• Other services relating to polygraph activities, 
• Advertising, 
• Radio and television activity, issuing sound records, 
• Manufacturing of movies and video records.  

1.4 Prior period financial statements 

The unconsolidated financial statements for the period ended 31 December 2004 were audited 
by KPMG Audyt Sp. z o.o. and received an unqualified opinion. 
 
The unconsolidated financial statements were approved at the General Meeting on 22 June 
2005 where it was resolved to allocate the profit for the prior financial year of PLN 55,302 
thousand as follows: 

Agora - Holding Sp. z o.o. 10,183,195 37.9% 10,183.2 17.9%
Employees 7,092,058 9.8% 7,092.1 12.5%
Deutsche Bank Trust Company 2,543,710 3.5% 2,543.7 4.5%
Agora S.A. 1,779,990 0.0% 1,780.0 3.1%
Others< 5% 35,158,572 48.8% 35,158.6 62.0%

56,757,525 100.0% 56,757.5 100.0%

Percentage of 
share capital 

(% )Name of the Shareholder
Number of 

shares

Number of 
voting rights 

(% )

Nominal value of 
shares 

PLN '000
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• PLN 28,379 thousand – to be paid as dividends  
• PLN 26,923 thousand - to increase reserve capital  

The closing balances as at 31 December 2004 have been properly recorded as the opening 
balances of the audited year. 

Due to the changes in the applied accounting policies, resulting from the adoption of the 
accounting policies that are in compliance with International Financial Reporting Standards as 
adopted by the European Union the related corresponding figures for the year ended 31 
December 2004 have been restated by the Company.  

The unconsolidated financial statements were submitted to the Registry Court on 5 April 2006 
and were published in Monitor Polski B No. 321 on 3 February 2006. 

1.5 Audit scope and responsibilities 

This report was prepared for the General Meeting of Agora S.A. seated in Warszawa, ul. 
Czerska 8/10, and relates to the unconsolidated financial statements comprising: the balance 
sheet as at 31 December 2005, with total assets of and total liabilities and equity of PLN 
1,434,053 thousand, the profit and loss account for the year then ended with a net profit of PLN 
134,953 thousand, the statement of changes in equity for the year then ended with a decrease in 
equity of PLN 7,188 thousand, the cash flow statement for the year then with a decrease in cash 
amounting to PLN 14,878 thousand and supplementary notes to the unconsolidated financial 
statements. 
 
The audited Company prepares its unconsolidated financial statements in accordance with 
International Financial Reporting Standards as adopted by the European Union, on the basis of 
the decision of Shareholders Meeting dated 20 October 2004.  
 
The unconsolidated financial statements have been audited on the basis of the decision of 
Supervisory Board of Agora S.A. dated 31 August 2005 on the appointment of the auditor. 
 
The unconsolidated financial statements have been audited in accordance with the contract 
dated 20 September 2005. 

 
We conducted the audit in accordance with section 7 of the Accounting Act dated 
29 September 1994 (Official Journal from 2002, no 76, item 694 with amendments), the 
professional standards established by the Polish National Council of Certified Auditors and 
International Standards on Auditing. 

We have audited the unconsolidated financial statements in the Company’s head office during 
the period from 6 March 2006 to 31 March 2006. 

The Management of the Company is responsible for the accuracy of the accounting records and 
the preparation and true and fair presentation of the unconsolidated financial statements in 
accordance with International Financial Reporting Standards as adopted by the European 
Union, and in respect to matters that are not regulated by the above standards, in accordance 
with the requirements of the Accounting Act dated 29 September 1994 and respective bylaws 
and regulations, the requirements for issuers of securities admitted or sought to be admitted to 
trading on an official stock-exchange listing market. 

Our responsibility is to express an opinion, with a supplementing report, on these financial 
statements, and whether the unconsolidated financial statements are derived from properly 
maintained accounting records, based on our audit. 
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On 12 April 2006, the Management Board of the Company submitted a statement as to the true 
and fair presentation of the unconsolidated financial statements presented for audit which 
confirmed that there were no undisclosed matters which could significantly influence the 
information presented in the unconsolidated financial statements for the audited year. 

 All our requests for additional documents and information necessary for expressing our opinion 
and preparing the report have been fulfilled. 

 KPMG Audyt Sp. z o.o., the members of its Management Board and Supervisory Board and 
other persons involved in the audit of the unconsolidated financial statements of the Company 
fulfill independence requirements. The scope of the work planned and performed has not been 
limited in any way.  The method and scope of our audit is detailed in working papers prepared 
by us and retained in the offices of KPMG Audyt Sp. z o.o. 
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2 Financial analysis of the Company 
 
2.1 Summary of the unconsolidated financial statements 

2.1.1 Balance sheet 

 

ASSETS 31.12.2005 %  of total 31.12.2004 %  of total
PLN '000 PLN '000

Non-current assets (*)
Intangible assets 83,093 5.8% 75,465 5.5%
Property, plant and equipment 486,717 34.0% 533,832 38.5%
Long-term financial assets 295,534 20.6% 312,945 22.6%
Long-term receivables and other prepayments 95,979 6.7% 87,997 6.3%
Deferred tax assets 13,488 0.9% 11,465 0.8%

Total non-current assets 974,811 68.0% 1,021,704 73.7%

Current assets
Inventories 15,056 1.1% 14,507 1.0%
Short-term receivables and other prepayments 183,424 12.8% 136,021 9.8%
Income tax receivable 8,764 0.6% 3,507 0.3%
Short-term financial assets 73,481 5.1% 18,032 1.3%
Cash and cash equivalents 178,517 12.4% 193,395 13.9%

Total current assets 459,242 32.0% 365,462 26.3%

TOTAL ASSETS 1,434,053 100.0% 1,387,166 100.0%

EQUITY AND LIABILITIES  31.12.2005 %  of total 31.12.2004 %  of total
PLN '000 PLN '000

Equity 
(*)

Share capital 56,758 4.0% 56,758.0 4.1%
Treasury shares -119,952 -8.4% - -
Share premium 353,646 24.7% 353,646 25.5%
Other reserve capital 6,336 0.4% 180 -
Retained earnings 794,291 55.4% 687,683 49.6%

Total equity 1,091,079 76.1% 1,098,267 79.2%

Liabilities
Deffered tax liabilities 60,514 4.2% 49,915 3.6%
Long-term loans and credits 139,480 9.7% 104,610 7.5%
Provision for retirement benefits 995 0.1% 1,312 0.1%
Long-term accruals 4 - 1 -
Other long-term liabilities 35 - 20 -

Total non-current liabilities 201,028 14.0% 155,858 11.2%

Provision for retirement benefits 143 - 20 -
Trade and other payables 112,430 7.8% 71,989 5.2%
Short-term loans and credits 0 - 34,870 2.5%
Provisions for liabilities 3,089 0.2% 581 0.1%
Short-term accruals 26,284 1.9% 25,581 1.8%

Total current liabilities 141,946 9.9% 133,041 9.6%

Total liabilities 342,974 23.9% 288,899 20.8%

TOTAL EQUITY AND LIABILITIES 1,434,053 100.0% 1,387,166 100.0%
 

(*) - Data after the changes described in note 37 of the attached financial statements
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2.1.2 Profit and loss account  

 
1.01.2005 - 
31.12.2005

%  of total 
sales

1.01.2004 - 
31.12.2004

%  of total 
sales

PLN '000 PLN '000
(*)

Revenue 1,035,256 100.0% 868,140 100.0%
Cost of sales -538,288 -52.0% -496,790 -57.2%

Gross profit on sales 496,968 48.0% 371,350 42.8%

Distribution expenses -280,952 -27.2% -196,622 -22.6%
Administrative expenses -101,886 -9.9% -93,426 -10.8%
Other operating income 16,500 1.6% 9,302 1.1%
Other operating expenses -19,599 -1.8% -24,064 -2.8%

Operating profit before financing items 111,031 10.7% 66,540 7.7%

Financial income 70,571 6.8% 26,727 3.1%
Financial expenses -21,997 -2.1% -43,599 -5.0%

Profit before tax 159,605 15.4% 49,668 5.8%

Income tax expense -24,652 -2.4% -8,102 -1.0% 
Profit for the period 134,953 13.0% 41,566 4.8%

Earnings per share: 2.40 0.73
Basic earnings per share (PLN) 2.40 0.73
Diluted earnings per share (PLN)

(*) - Data after the changes described in note 37 of the attached financial statements
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2.2 Selected financial ratios 

 
 
• Current assets exclude receivables due in more than 12 months. 
• Current liabilities are comprised of bank overdrafts, interests-bearing loans and borrowings, income 

tax payable, trade and other payables and provisions. 
• Net revenues are comprised of the sale of finished products, merchandise and raw materials. 
• Average trade receivables are comprised of the average of trade receivables to related and other 

parties at the beginning and at the end of the period, excluding allowances for receivables. 

2.3 Interpretation of selected financial ratios 

Return on sales and return on equity 
An increase of return on sales and return on equity results from an increase of sales and net 
profit due to improved situation on the advertising market as well as intensified promotional 
and marketing activities. Furthermore, improvement in the Company’s profitability in the 
current year is due to higher number of book collections sold (books, encyclopaedias, books for 
children etc.) which generate relatively higher margins.   
 
Debtors turnover 
Debtors turnover deteriorated compared to the prior year due to increase of the balance of 
receivables from sale of book collections, which have relatively longer terms of payment. 
 

2005 2004
(*)

1. Return on sales

net profit x 100% 13.0% 4.8%
net revenues   

2. Debtors turnover

average trade receivables (gross) x 365 days 56 days 54 days
net revenues 

3. Debt ratio

total liabilities 23.9% 20.8%
total equity and liabilities

4. Current ratio

total current assets 3.2 2.7
total current liabilities

5. Return on equity

net profit x 100% 14.1% 3.9%
equity - net profit   

(*) - Data after the changes described in note 37 of the attached financial statements
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Debt ratio 
An increase in debt ratio primarily resulted from a decrease of share of equity in financing the 
Company’s activity. A decrease in equity is due to treasury shares acquired with the purpose of 
redemption as well as the payment of dividend.  
 
Current ratio 
The improvement of the current ratio is due to the increase of current assets, primarily 
receivables and short term financial assets, following the increase of sales. At the same time, in 
the current year the Company re-negotiated the terms of payment of the bank loan and as a 
result, at 31 December 2005 total value of the bank loan was presented as long term liabilities.   
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3 Detailed report 

3.1 Accounting records and data protection 

The Company maintains current documentation describing the applied accounting principles, 
adopted by the Management Board and described in the supplementary notes to the 
unconsolidated financial statements, to the extent required by International Financial Reporting 
Standards as adopted by European Union. 

The unconsolidated financial statements were prepared from accounting records that, in all 
material respects, have been maintained in accordance with the requirements of section 2 
“Maintenance of the accounting records” and section 8 “Data protection” of the Accounting 
Act dated 29 September 1994. 

3.2 Asset verification 

 The Company performed a physical verification of assets in accordance with the requirements 
and time frame specified in Art. No. 26 of the Accounting Act. The following categories of 
assets were included in the verification: 

• cash 
• inventories 
• receivables 

Count differences have been recorded in the period covered by the unconsolidated financial 
statements. 

3.3 Supplementary notes to the unconsolidated financial statements 

 All information included in the supplementary notes to the unconsolidated financial statements 
is presented accurately and completely. The supplementary notes should be read in conjunction 
with the unconsolidated financial statements taken as a whole. 

3.4 Report on the Company’s activities 

The Report on the Company’s activities includes, in all material respects, information required 
by Article 49 of the Accounting Act dated 29 September 1994 and by the Decree of the 
Ministry of Finance dated 19 October 2005 on current and periodic information provided by 
issuers of securities (Official Journal from 2005, No 209, item 1744) and the information is 
consistent with the unconsolidated financial statements. 
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3.5 Information on the opinion of the independent auditor 

Based on our audit of the unconsolidated financial statements as at and for the year ended 31 
December 2005, we have issued an unqualified opinion. 
 
 
 
 
 

 
Signed on the Polish original 
.................................................... 

Signed on the Polish original 
.......................................................... 

Certified Auditor No. 90046/7419 
Marcin Domagała 
 

For KPMG Audyt Sp. z o.o. 
ul. Chłodna 51, 00-867 Warsaw 
Certified Auditor No. 90046/7419 
Marcin Domagała 
Member of the Management Board 
 

 
 
 

 
 
 

Warsaw, 12 April 2006  
 



Letter to shareholders 
 
 
Dear Shareholders,  
 
This annual letter is an occasion to take stock of the external and internal factors which affect  
Agora - both the 2005 results, of which we are very proud, and the landscape ahead. 
 
First, the external environment. The Polish economy is showing a consistent and strong 
recovery pattern. In 2005, GDP growth accelerated as the year unfolded and generated a 12% 
increase in advertising spending. While this past expansion was primarily driven by exports, 
we now see increasing strength in the domestic leg of the economy: both company investments 
and consumer spending are growing. These are particularly good auguries for the advertising 
market. They lead us to expect that 2006 will be another year of two-digit growth of spending 
on media. How the different media segments will benefit from this increased pool of money 
depends on whether there will be changes in the media law regulating public television, which 
today dominates the market and holds the decisive pricing power. The Management Board of 
Agora is not sanguine about such changes happening in the current political environment. 
 
The current administration in Poland appears to be hostile to free media in general, and to 
Agora and Gazeta Wyborcza in particular. The media-unfriendly rhetoric of public officials 
includes calls for curtailment of many media freedoms, "de-mediatization" of  politics, 
"repolonization" of media ownership, curbing of "unfair and unjust criticism" of politicians, 
and limiting ownership and decision powers of publishers. Alas, the rhetoric has begun to 
translate into legislative and administrative actions, adverse to both public and private media 
enterprises. Although the negative political atmosphere undoubtedly makes for a tougher 
operating environment, we in Agora have come to treat it as business as usual - in this respect 
the new government is not that different from the one we faced in the post 2001 period. We 
expect skirmishes to continue; yet we are confident that the Polish independent media will 
again prevail over political duress. 
 
Poland is an attractive market and the level of competition is relentless, particularly from 
German publishers who face market and regulatory limits on domestic growth. After the fiasco 
of the ProSieben acquisition in Germany, Axel Springer is now focusing its resources on 
expansion in the CEE region and plans to launch a quality newspaper in Poland. As the space 
in the quality segment of the newspaper market is limited, the new title will aim to compete 
with the incumbents, among them Gazeta Wyborcza, the entrenched leader. The Management 
Board of Agora is not in the habit of taking competition lightly, particularly when it comes 
from a large publisher with deep pockets. The measure of our seriousness is how well we 
prepare for such eventualities. At the same time, competition in our market is, too, business as 
usual. Our team has dealt with it in the past and is prepared to face it again. 
 
The Agora team is our magic weapon. The team is uncommonly cohesive and dedicated. It also 
has the courage and wherewithald to develop innovative ideas and to implement them in a 
disciplined and fiscally responsible manner. New promotional strategies for Gazeta helped 
grow its paid circulation while that of virtually all other Polish newspapers declined. The 
unique editorial format of our free newspaper Metro made it, in a few months since it went 
national, #2 in readership in large cities and #4 nationally. Book collections which leverage 
Gazeta's brand became a very substantial and profitable business, our second largest, within a 
year of its inception. Thanks to successful launches of innovative magazine titles we now own 
the shopping magazine segment in Poland. The turn-around of the outdoor acquisition and the 



subsequent development of new business in outdoor is yet another example. Of course not all 
ideas work. Last year we launched a new mid-market newspaper. It did not gain the massive 
following necessary to meet business targets and was shut down in February. This, again, is 
business as usual in media. When new ideas succeed, we are pleased. When they fail, we react 
quickly, get over the disappointment and go on to the next thing.  
 
These qualities of the Agora team are key in dealing with competitive challenges. They are also 
an important foundation for the future - for growing our company, for ensuring it has top 
quality leadership and for dealing with the most important challenge of all, i.e. successfully 
transforming our business for the brave new world of digital technology.  
 
Over the last few years we have grown our business via both acquisitions and de novo projects. 
We have the financial resources to continue the process, to invest in greenfields and to acquire 
media assets both in Poland and abroad. In Poland, our policy is to evaluate every opportunity. 
Abroad, we remain more selective on the size of assets, but have broadened our geographic 
horizons - we are now ready to start looking beyond the CEE markets, to the West. In 
accordance with the policy announced last year, we will once a year evaluate the scope of 
investment opportunities over the next 12 month horizon against our financial position, and on 
this basis we will recommend the amount of cash to be returned to shareholders in any given 
year. 
 
In June we will say our fond farewells to the President of our Supervisory Board, Professor 
Sołtysiński. He has been our critical guide, staunch friend and sounding board-cum-helpmate 
for the past eight years; Agora owes him an immense debt of gratitude. Add to it the December 
2005 departure of Professor Anna Fornalczyk and you will observe that the company has taken 
the first steps in the gradual succession within its governing bodies. The process of orderly 
transition will stretch over a number of years. Its goal is to ensure that Agora has in place the 
most talented, energetic and dynamic team possible to take it into the future.  
 
Because dealing with current business challenges is not enough. Agora's shareholders do not 
need reminding that the longer term success of media companies, and particularly publishers, 
rests on their ability to successfully reinvent their businesses for the digital era. The challenge 
for the industry is enormous. Meeting it requires a thorough understanding of constant 
customer needs and of new ways of meeting them; distinguishing unique value-added aspects 
of our products from commodities which can be more cheaply delivered by others; knowing 
what assets will be the key to success in the new reality and having the resources to amass 
them. Our job is also to wisely sort substance from hype. Since Poland is somewhat behind the 
curve in the adoption of new technologies, paradoxically we are in a privileged position - we 
learn from our own work and receive the bonus of experience of our Western colleagues.  
 
When Agora became a listed company, it made a steadfast commitment to good governance, 
transparency, and investor relations. The investment community has repaid us handsomely by 
being a responsive partner. I would like to take this opportunity to thank you all for the 
ongoing dialogue, feedback and support. And please join me in warmly welcoming to the 
Supervisory Board of Agora two distinguished new members, Mr. Sławomir Sikora and Mr. 
Andrzej Szlęzak. 
 
Wanda Rapaczynski, 
President of the Management Bard Agora SA 
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3.5. Staff cost 

In 2006 the Company plans the increase in staff cost. This is due to several factors: growing scale of the Company’s 
operations (extension of Metro), non-cash charge of share-based payments pursuant to incentive programs, as 
mandated by IFRS 2, full method consolidation of a bigger number of radio companies, as well as salary increases 
enforced by competition.  

Pursuant to the execution of the Company’s incentive program for 2005, in October eligible employees purchased 
investment certificates in closed mutual fund. According to the IFRS 2 standard, fair value of the granted certificates 
will be recognized as staff cost, with a corresponding increase in equity over the vesting period. The valuation 
model takes into account, among others: rights of certificates discounted for specific features of the securities and 
cost of running closed mutual fund (for details on valuation method and accounting rules, please see Note 24 to the 
financial statements). 

Estimated total cost related to incentive plans  to be booked in the Company’s 2006 profit and loss account will be 
ca PLN 35 million. It should be noted, however, that this amount includes estimated cost of execution of incentive 
plan in 2006. 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 reporting period. Hence, for purposes of providing an 
estimate, the Company assumed that these values will be equivalent to those on which the fourth quarter 2005 
calculations were based. 

3.6. Depreciation and amortization 

According to accounting rules, the Company reviewed the depreciation rates of fixed assets. As a result of extending 
the economic useful lives of fixed assets, mainly printing facilities and outdoor panels, the Company plans lower 
depreciation rates in 2006. In consequence, D&A cost in 2006 will be PLN 11 million lower than in 2005. 
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IV. OPERATING REVIEW - MAJOR LINES OF BUSINESS OF AGORA 
 
IV.A. NEWSPAPERS AND INTERNET 

Tab. 6 

in PLN million 
2005 2004 % change 

yoy
Total sales 939.8  763.3 23.1% 
Copy sales 194.1  186.8 3.9% 

incl. Gazeta Wyborcza 188.9  186.8 1.1% 
Advertising revenue 480.6  446.3 7.7% 

incl. Gazeta Wyborcza  465.4  441.1 5.5% 
Book collections 180.8  58.5 209.1% 
Other revenue 84.3  71.7 17.6% 
   
Total operating cost, including (777.6) (628.5) 23.7% 
Raw materials, energy, consumables and printing services (298.9) (226.7) 31.8% 
Staff cost (1) (177.8) (172.1) 3.3% 
D&A (64.9) (70.7) (8.2%)
Promotion and marketing (2) (3)  (136.7) (72.9) 87.5% 
EBIT 162.2  134.8 20.3%
EBIT margin 17.3% 17.7%  (0.4pp)
EBITDA 227.1  205.5 10.5% 
EBITDA margin 24.2% 26.9% (2.7pp)
Operating EBITDA 233.0  205.5 13.4% 
Operating EBITDA margin 24.8% 26.9% (2.1pp)
EBIT of Nowy Dzien (4) (27.3) - - 

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

(2) the amounts do not include 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 on space which 
was not sold to external clients  

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

(4) the start-up cost of Nowy Dzien incurred in the first three quarters of 2005 in the amount of PLN 2.1 million is not included 
in "Newspapers and internet" profit and loss account. 

(5) due to specific characteristic of the activities of the Agora Group, the table above includes consolidated data of Agora SA 
and Agora Poligrafia Sp. z o.o. 

 
1. GAZETA WYBORCZA  

 
1.1. Revenue 
 
1.1.1. Copy sales 

In 2005, average copy sales of Gazeta Wyborcza increased by 2.7% to 447.7 thousand.  

1.1.2. Advertising sales 

In 2005, Gazeta’s advertising revenue grew by 5.5% (including display advertising, classifieds and inserts).  

In 2005, Gazeta’s share in display advertising in national, Warsaw and local dailies stood at about 41% and was 
down 1pp as compared to last year. Combined share of Gazeta Wyborcza, Metro and Nowy Dzien improved by 1pp. 
According to the Company’s estimates, in  2005, Fakt’s share in newspaper display advertising was about 6%. 
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In 2005 Gazeta’s share in the national display advertising stood at over 47% and was down by about 3pp versus the 
previous year. A decline in share of quality dailies was due to growing share of tabloids and national advertising 
offers of free press.  

In 2005 Gazeta Wyborcza’s share in Warsaw display advertising market declined ca. 2pp (excluding classifieds, 
inserts and obituaries). Agora’s share in this market amounted to ca. 70% in 2005. 

In 2005 Gazeta Wyborcza increased its share by ca. 1pp in local display advertising market (outside Warsaw). 
Agora’s share increased by ca. 1.2pp. 

Share of ad pages in the total pagecount of Gazeta grew to over 46%, while the average number of ad pages 
published daily in all local and national editions amounted to ca 286 (up by almost 8%) [4]. 
 
1.1.3. Book collections 

Tab. 7 

 I Q 2005 II Q 2005 III Q 2005 IV Q 2005

Revenues from book collections 63.0 49.0 15.2 53.6
 

Substantial revenue growth in  2005 resulted from bigger number of collections run and their appeal to the market.  

Encyclopedia project ran from January to June 2005. The series comprised 20-volume encyclopedia and 5 
dictionaries. Volumes were available together with Gazeta Wyborcza at PLN 37 plus the price of the newspaper.  

Books from the series of the 19th century literature were available from May to December 2005. A supplement to the 
collection Rekopis znaleziony w Saragossie on a CD is available since February 2006.  

At the end of the third quarter of 2005, Agora launched two big projects. In September the Company started 30-
volume travel book series and 20-volume classic  fairy tales retold in contemporary language.  

To commemorate the 27th anniversary of election of Karol Wojtyla for the Pope, Agora launched two unique 
projects. In September, in cooperation with Universal Pictures, the Company sold a DVD movie Karol, a Man Who 
Became Pope. In October, Agora offered a world debut of memoirs of papal photographer Arturo Mari: Farewell - 
till we meet in paradise and the album with his photographs of the Pope: I was looking for you and now you have 
come to me. 

In the fourth quarter of 2005, Agora launched another two collections. In October, a collection Great Composers hit 
the news stands. The series consists of 30-booklets and CDs with classical music. Each volume includes the 
summary of life and works of the given composer with the selection of his music on a CD. The collection is 
available  every Wednesday at PLN 14.90 plus the price of Gazeta Wyborcza.  

At the end of November, Agora started the series of  Golden Oldies Collection. The project was a joint effort of   
Agora's media: Zlote Przeboje radio and a daily Nowy Dzien. The collection includes the anthology of Budka 
Suflera 1974 - 2005 ( a famous Polish music band) and is available on Wednesdays at a price of PLN 13.90.  

In February 2006, the Company started a new collection of 30 booklets and DVDs with American and European 
motion pictures. Agora offers the series together with Mediasat Poland Sp. z o.o. and Warner Home Video. The 
collection is available every Thursday at PLN 27 plus the price of Gazeta Wyborcza. The series started  with the 
movie The name of the rose attached to the special issue of Gazeta Wyborcza on 9 February 2006 in a circulation of 
300 thousand copies. The price of the first volume was PLN 2.5 plus the price of Gazeta Wyborcza. 

 
1.1.4. Other revenues 

In  2005 the Company recorded a 22.4% growth in sale of printing services. This was caused by increased sales 
levels to new and existing clients.  
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1.2. Cost of production of Gazeta Wyborcza (newsprint and printing services)  

 
Tab. 8 

Cost of production of Gazeta Wyborcza 
in PLN million 2005 2004 % change 

yoy

Fixed cost 61.7 67.8  (9.0%)
incl. D&A 35.9 38.4  (6.5%)

Variable cost 125.9 137.8  (8.6%)
incl. newsprint 102.8 110.8  (7.2%)

TOTAL fixed and variable cost 187.6 205.6  (8.8%)

(1) the table includes total cost of the production of Gazeta Wyborcza, both in own printing plants and in printing plant of 
Agora Poligrafia Sp. z o.o. 

 
The decrease of fixed cost of Gazeta Wyborcza’s production in 2005 results mainly from the restructuring in 2004, 
growing share of other Agora’s and non-Agora’s titles in the total production cost. 
 

1.2.1. Newsprint and printing services 

The change of newsprint cost and cost of printing services in 2005 was mainly affected by lower average EUR/PLN 
exchange rate and change in production volume and structure of printed supplements. In 2005, average EUR/PLN 
exchange rate was 11.2% lower than last year. Printing volume of Gazeta Wyborcza was 2.4% higher than in 2004, 
including a 33% decrease of printing volume in external printing plants. 

2. FREE PRESS  

Since 18 April 2005 Metro is present in 19 cities. In September 2005 Metro increased its circulation in Warsaw and 
is now the largest free daily in Poland. In the fourth quarter of 2005 average daily circulation of the newspaper was 
539 thousand copies, including 914.4 thousand copies on Fridays. Expanded reach translated into national 
readership results. In the forth quarter of 2005 Metro had about 2.2 million readers, which is almost three and a half 
times more than last year. This makes it fourth most frequently read newspaper in Poland. Readership of Metropol 
and Rzeczpospolita was 1.2 million readers each. In the second half of 2005 in the cities over 500 thousand 
inhabitants (important advertising and readership markets) Metro was second – after Gazeta - national daily in terms 
of weekly reach and exceeded Fakt by 4pp. 

In 2005, Metro generated revenue of PLN 13.0 million which was PLN 7.9 million more than in 2004. In 2005, the 
newspaper’s share in the national display advertising was ca 1%. 
 
3. NOWY DZIEN 

The first issue of Nowy Dzień hit the news stands on 14 November 2005. According to the business plan, in order to 
generate profits, Nowy Dzień needed to achieve paid circulation of 250 thousand copies. In 2005 the sales results of 
the daily were below expectations and continued to decline. Despite editorial changes and new promotions, the 
declining trend deepened in 2006. At that point, the Management Board of Agora decided that the reversal of the 
this trend and reaching target copy sales was not possible, and bearing the cost of continuation was not in the 
interest of the Company and its shareholders 

In accordance with publicly disclosed project parameters, the launch of Nowy Dzień significantly depressed the 
Company’s profits in 2005. During this period operating loss of the daily was PLN 29 million. 

Total cost of Nowy Dzień (including provisions) will be reflected in the company’s financial statements for the first 
quarter 2006. 
 
4. INTERNET [5] 

In 2005 Gazeta.pl reported a positive EBITDA. Comparing to the previous year, a 21% increase of revenues was 
recorded.  

The average number of unique users of Gazeta.pl increased by 59.4% to 4.8 million compared to 2004. In December 
the portal’s reach was 33.7% (real users). 
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IV.B. THE MAGAZINES 
In 2005, the price and gadget war among magazines publishers, especially in the segment of women’s monthlies, 
became even tougher. The magazines are offered in different versions: with more or less expensive gadgets and 
without any gadget for a lower price. 
In November we reduced cover prices of Poradnik Domowy (from PLN 3.90 to PLN 2.50) and Dziecko (from PLN 
5.90 to PLN 2.90). These were necessary steps enforced by the strategy of competitors who reduced cover prices of 
their women’s and parenting magazines few months earlier. 
In January 2006 monthly Auto + changed the format and the title to Magazyn Wysokie Obroty. The monthly is a 
combination of lifestyle and automotive magazine targeted to demanding readers. The cover price of the issue is 
PLN 4.90. 
 

Tab. 9 

in PLN million 
2005 2004 % change 

yoy
Total sales, including 89.9 91.9  (2.2%)
Copy sales 42.4 51.1  (17.0%)
Advertising revenue 47.2 40.5  16.5% 
  
Total operating cost, including (84.8) (104.3) (18.7%)
Raw materials, energy, consumables and printing services (31.7) (37.7) (15.9%)
Staff cost (1) (18.2) (20.5) (11.2%)
D&A (0.3) (5.9) (94.9%)
Promotion and marketing (2) (26.9) (29.8) (9.7%)
EBIT 5.1 (12.4) - 
EBIT margin 5.7% (13.5%) 19.2pp
EBITDA 5.4 (6.5) - 
EBITDA margin 6.0% (7.1%) 13.1pp
Operating EBITDA 5.6 (6.5) - 
Operating EBITDA margin 6.2% (7.1%) 13.3pp

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

(2) the amounts do not include 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 on space which was 
not sold to external clients 

 

1. REVENUE 

1.1. Copy sales 

Tab. 10 

  
2005 2004 % change yoy

Average copy sales  
(in thousand of copies) 986.2 1,054.1 (6.4%)

 
The fall of copy sales reflects market trends. The price war resulted in the decrease of the cover prices. As a result, 
revenues from copy sales declined. Please note, however, that the revenue figure for 2005 includes new titles Logo 
(quarterly), but excludes Wiedza i Zycie (monthly) which was sold. 

1.2. Advertising sales 

Agora’s magazines recorded a revenue growth in 2005 compared to the previous year. This was caused by 
advertising spending and broader appeal of Agora’s magazines. 
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2. COST 

2.1. Cost of production of the Magazines  

Production cost decreased mainly due to a fall of Euro exchange rate against zloty, change in the portfolio of titles 
and lower circulation. 

 
2.2. Amortization  

On 1 January 2005 new regulations in IAS 38 “Intangible Assets” came into force. One of the amendments is the 
introduction of intangibles with indefinite useful lives. According to the standard these intangibles should not be 
amortized. Instead, the Company is obliged to carry out: 

a) annual assessment whether there are any indications that the useful life is no longer indefinite, 
b) annual or more frequent impairment tests (if there are indications that the intangible asset may be 

impaired). 

The Company performed analysis of the rights to publish magazines and concluded that their useful lives are 
indefinite. Consequently, according to the revised standard, these rights are not amortized. 
 
2.3. Other cost  

Lower staff cost in  2005 results from decreased headcount following restructuring measures implemented at the end 
of the previous year.  
As at 31 December 2005 the rights to publish magazines were tested for impairment. Following the tests an 
impairment loss of PLN 0.6 million was recognized. 
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 NOTES 
[1]Operating EBITDA = EBITDA + non-cash expense relating to share-based payments. 

[2] 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 SMG/KRC A Millward Brown 
Company on a random, nationwide sample of Poles over 15 years of age. Weekly readership index was used - 
percentage of respondents reading at least one edition of the title within 7 days of the. Size of the samples: 
nationwide PBC General for October - December 2005 n = 9,045; October - December 2004 n = 9,016, January – 
December 2005 n = 36,092, January – December 2004 n = 36,193;in the cities over 500 th. habitants in the period 
July - December 2005 n = 2,273. 

[3] Definition of ratios: 

 

Net profit margin= Net profit (loss) 
 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) 
 (Equity at the beginning of the period +Equity 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 
 
[5] Data based on modified methodology of share of ad pages calculation, complying with regulations in VAT act.  

[6] Data on the number of Internet users and unique users: the Company’s calculation on the basis of 
GemiusTraffic, Gemius SA. Portal reach on the basis of MegaPanel PBI/Gemius, Polskie Badania Internetu Sp. z 
o.o. and Gemius SA. 
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V. MANAGEMENT BOARD’S REPRESENTATIONS 
 
1. Representation concerning accounting policies 

Management Board of Agora confirms that, to the best knowledge, 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 Company at the end of the year and of the profit or loss of the Company for the period then 
ended. 
Management Discussion and Analysis shows true view of the state of affairs of the Company, including evaluation 
of risks and uncertainties. 
 
2. Representation concerning election of the Company’s auditor 

Management Board of Agora confirms that the Company’s auditor have 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. 
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VI. ADDITIONAL INFORMATION 
 
VI.A. INFORMATION CONCERNING SIGNIFICANT CONTRACTS 
 
• On 31 March 2005 Agora SA executed annex no. 4 to the long-term loan agreement up to PLN 500 million 

entered into on 5 April 2002 with Bank Polska Kasa Opieki SA. with its seat in Warsaw. The annex extended 
the drawing period of the loan by two years, i.e. up to 30 March 2007, and the repayment date has changed to 
31 December 2010. 

• On 30 June 2005, Agora SA signed the Second Supplemental Deposit Agreement amending the Deposit 
Agreement executed on 4 March 1999. Introduced amendments waive the limit of the number of shares which 
the Depositary is authorized to accept for deposit under the depositary receipts program. 

 
VI.B. CHANGES IN CAPITAL AFFILIATIONS OF THE ISSUER WITH OTHER 
ENTITIES  
 
• On 24 January 2005 Agora disposed 9,000 shares constituting 100% of the share capital of Centrum Handlu 

Internetowego Sp. z o.o. for PLN 2,544 thousand. The carrying value of these shares in the financial statements 
amounted to PLN 1,299 thousand. 

• On 5 April 2005, Agora purchased 20.7% of shares of Inforadio Sp. z o.o., the broadcaster of a radio program 
TOK FM. As the result of the transaction Agora owns 66.1% of Inforadio share capital. The purchase price of 
20.7% of shares was EURO 2. 

• On 24 October 2005, the Company acquired 51% shares in Regionalne Przedsiębiorstwo Związkowe Sp. z o.o., 
the broadcaster of radio program 94,5 Roxy FM (RPZ Sp. z o.o.). As the result of the transaction Agora owns 
100% of the share capital of RPZ Sp. z o.o. The purchase price of 51% of shares was PLN 1,417 thousand. 

• On 2 November 2005, the Company signed a conditional sale agreement of 100 shares constituting 100% of 
share capital of Radio Lokalne Zielona Gora Sp. z o.o. with its seat in Zielona Gora. The conditional disposal 
agreement was concluded between Agora and Region Spółka z o.o. with its seat in Cracow (“Region Sp. z 
o.o.”). Upon the agreement Agora committed itself to sell all its shares in the share capital of Radio Lokalne 
Zielona Gora to Region Sp. z o.o. The conditions precedent to the sale of the shares in Radio Lokalne Zielona 
Gora are the following: 
¾ granting by the Chairperson of The National Broadcasting Council (KRRiTV) the consent to Radio 

Lokalne Zielona Gora to change the license 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 between parties. 

¾ granting by the Chairperson of The National Broadcasting Council (KRRiTV) the consent to Radio 
Lokalne Zielona Gora to dispose all its shares to Region Sp. z o.o. 

• As part of restructuring of Grupa Radiowa Agory Sp. z o.o. (GRA), the subsidiary of Agora SA, the following 
transactions took place: 

¾ On 19 October 2005, the Company disposed shares constituting 49.0% of share capital of the company 
Elita Sp. z o.o. to GRA for the price of PLN 860 thousand. After the transaction Agora holds shares 
constituting 51.0% of the share capital of Elita. 

¾ On 19 October 2005, the Company disposed shares constituting 49.0% of share capital of the company 
Radio Klakson Sp. z o.o. to GRA for the price of PLN 517 thousand. After the transaction Agora holds 
shares constituting 51% of the share capital of Radio Klakson. 

¾ On 26 October 2005, Agencja Reklamowa Jowisz Sp. z o.o. (the subsidiary of GRA) disposed shares 
constituting 22.6% of share capital of Twoje Radio Sp. z o.o. to GRA for PLN 3 thousand. After the 
transaction GRA held shares constituting 29.4% of the share capital of Twoje Radio Sp. z o.o. 

¾ On 29 November 2005, the Company disposed shares constituting 50.0% of the share capital of City Radio 
Sp. z o.o. to GRA for the price of PLN 5 thousand. After the transaction Agora holds shares constituting 
50.0% of the share capital of City Radio. 
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¾ On 19 December 2005, GRA acquired 15,8% shares in KKK FM for PLN 580 thousand. After the 
transaction GRA held shares constituting 15.8% of the share capital of KKK FM. 

¾ On 1 December 2005, the Extraordinary General Meeting of Shareholders of GRA adopted a resolution on 
increasing GRA’s share capital amounting to PLN 5,026,000 divided into 10,052 equal shares each worth 
PLN 500 by next 5,378,000 constituting new 10,756 shares each of nominal value PLN 500. All new 
shares in the increased capital was acquired by Agora SA through contribution in kind in the form of shares 
in 10 radio companies. 

 
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 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 36 of the financial 
statements. 
 
2. Information on loans taken 

Information on loans taken is included in note 12 of the financial statements. 
 

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

• In the current report published on 28 November 2005, the Company informed about submitted by Agora 
Holding Sp. z o.o., a shareholder holding 100% of  registered preferred series A shares of Agora SA, 
candidacies of Mr. Andrzej Szlezak for the chairman of Supervisory Board and Mr. Slawomir Sikora for a 
member of the Supervisory Board. 

• In the current report published on 30 November 2005, the Company informed about resignations of Ms Anna 
Fornalczyk from the membership in Company’s Supervisory Board and Mr. Stanislaw Soltysinski from the 
membership and the function of the chairman of the Supervisory Board. 

• In the current report published on 20 December 2005 the Company informed about appointment by the 
Extraordinary General Meeting of Shareholders held on 19 December 2005 to the Agora’s Supervisory Board 
of: 
¾ Mr. Slawomir Sikora, the President of the Management Board of Bank Handlowy w Warszawie S.A. for a 

member of Agora’s Supervisory Board. The appointment comes into force with the immediate effect. 
¾ Mr. Andrzej Szlezak, a Senior Partner of law firm Soltysinski, Kawecki & Szlezak (SK&S) for the 

chairman of the Supervisory Board of Agora SA. The appointment shall come into force following the day 
of the Annual General Meeting of Shareholders convened to adopt the Company's financial statements for 
the year 2005. 

 
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.  
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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: 
¾ shareholders holding preferred series A shares or 
¾ 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 favour 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, and the appointment of an independent auditor responsible for 
auditing the financial statements.  
Only, the General Meeting of Shareholders has the right to decide about share issue or share buyback. 
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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 
¾ 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  

¾ 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 note 23 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 2005 Nominal value (PLN) 
Wanda Rapaczynski 1,301,857 1,301,857 
Piotr Niemczycki 1,549,372 1,549,372 
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 24 of the financial 
statements. 

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

Tab. 15 
 as of 31 December 2005 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. 
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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 2005 Nominal value (PLN) 
Anna Fornalczyk 0 0 
Tomasz Sielicki 33 33 
Stanislaw Soltysinski(1) - - 
Louis Zachary 0 0 
Sanford Schwartz  0 0 
Slawomir Sikora (2) 0 0 
(1) Stanislaw Soltysinski invests in a „blind trust” fund 
(2) Sławomir Sikora is a Supervisory Board Member since 19 December 2005. 
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 2005 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 MD&A, no other changes were introduced in the organization 
of Agora’s capital group. 
 
10. Description of main capital investments 

In 2005 capital investments made within the Group (shares, contribution to capital, loans) increased by PLN 14.8 
million and decreased by PLN 17.2 million, as shown in the table below: 
 

Tab. 17 
in PLN million increase decrease 
shares 1.5 7.0 
loans 13.3 10.2 
TOTAL 14.8 17.2 
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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 32 of the financial statements. 
 

Tab. 18 

Lp. Company 

face value of loans 
granted at 
na 31.12.05 

due to 
31.12.2006 

due to 
31.12.2007

due to 
31.12.2008 

due to 
31.12.2008 

  TOTAL TO ALL COMPANIES 79,547 895 14,738 13,302 50,612

 
Total to related companies, 

including: 76,487 895 1, 738 10,242 50,612

1 
Agencja Reklamowa Jowisz Sp. z 

o.o. 2,032 - 205 207 1,620
2 Barys Sp. z o.o. 3,470 - 501 504 2,465
3 Bis Media Sp. z o.o. 1,250 158 158 159 775
4 City Radio Sp. z o.o. 2,088 - 176 177 1,735
5 Elita Sp. z o.o. 958 - 121 122 715
6 Inforadio Sp. z o.o. 31,255 - 9,459 4,876 16,920
7 KKK FM SA 1,387 240 241 242 664
8 GRA Sp. z o.o. 6,475 160 1,172 1,171 3,972
9 Multimedia Plus Sp. z o.o. 850 - 107 108 635

10 O'le Sp. z o.o. 749 - 126 127 496
11 Radio Klakson Sp. z o.o. 2,866 - 270 272 2,324
12 Radio Mazowsze Sp. z o.o. 3,429 - 437 440 2,552
13 Radio Na Fali Sp. z o.o. 708 - 119 120 469
14 Radio Pomoże Sp. z o.o. 742 - 94 94 554
15 Radio Trefl Sp. z o.o. 271 - 91 92 88
16 Radio Wanda Sp. z o.o. 1,936 178 178 179 1,401

17 
Regionalne Przedsiębiorstwo 

Związkowe Sp. z o.o. 6,240 - 370 370 5,500
18 Rom Sp. z o.o. 4,592 - 226 290 4,076
19 Twoje Radio Sp. z o.o. 2,767 - 167 168 2,432
20 Wibor Sp. z o.o. 1,264 - 213 215 836
21 Tres Sp. z o.o 1,011 154 256 257 344
22 LR Opole Sp. z o.o. 79 - 20 20 39
23 RL Zielona Góra Sp. z o.o. 61 - 31 30 -
24 Wawel Sp. z o.o. 2 - - 2 -
25 Projekt Sp. z o.o. 5 5 - - -

 
 
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 2005 

To the best of the Company’s knowledge as of the day of publication of the report for 2005, 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. 10,183,195 17.9% 27,309,595 37.0% 
 
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 
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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. 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 
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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 
 Year ended 

31 December 2005 
Year ended 

31 December 2004 
Remuneration for audit (1) USD 80,000 USD 84,000  
Remuneration for related services (2) USD 3,600 

PLN 24,660 
USD 3,600  
PLN 81,244 

Remuneration for other services (3) - PLN 126,323 
(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 20 September 2005 for 2005 and of 20 September 2004 for 2004).  

(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.  

(3) Remuneration includes services rendered by the auditor in 2004, which were not rendered by the auditor in 
2005. 

 
17. Information about financial instruments 

Information about financial statements in respect of: 
¾ risk: price risk, credit risk, material disruptions to cash flow and risk of liquidity problems and 
¾ goals and methods of financial risk management 

is disclosed in note 30 of the financial statements. 
 
 
 
 
 
 
 
 
 
 
 
 
 
Warsaw, 12 April 2006 
 

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 

 

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

 

 


