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	As at 31 December
	
	As at 31 December

	
	Note
	2006
	
	2005

	ASSETS
	
	
	
	

	Non-current assets:
	
	
	
	

	Intangible assets
	3
	84,088 
	
	83,093 

	Property, plant and equipment
	4
	447,703 
	
	486,717 

	Investments
	5
	309,090 
	
	295,534 

	Receivables and prepayments
	6
	79,546 
	
	95,979 

	Deferred tax assets
	14
	14,429 
	
	13,488 

	
	
	934,856 
	
	974,811 

	
	
	
	
	

	Current assets:
	
	
	
	

	Inventories
	7
	14,313 
	
	15,056 

	Accounts receivable and prepayments
	8
	163,103 
	
	183,424 

	Income tax receivable
	
	5,281 
	
	8,764 

	Short-term securities and other financial assets
	9
	1,045 
	
	73,481 

	Cash and cash equivalents
	10
	290,806 
	
	178,517 

	
	
	474,548 
	
	459,242 

	
	
	 
	
	 

	Total assets
	
	1,409,404 
	
	1,434,053 


Accompanying notes are an integral part of these unconsolidated financial statements.
	
	
	As at 31 December
	
	As at 31 December

	
	Note
	2006
	
	2005

	Equity nad liabilities
	
	
	
	

	Equity
	
	
	
	

	Share capital
	11
	54,978 
	
	56,758 

	Treasury shares
	
	- 
	
	(119,952)

	Share premium
	
	290,506 
	
	353,646 

	Other reserves
	
	36,357 
	
	6,336 

	Retained earnings and other reserves
	12
	701,901 
	
	794,291 

	
	
	1,083,742 
	
	1,091,079 

	
	
	
	
	

	Non-current liablilities
	
	
	
	

	Deferred tax liabilities
	14
	64,954 
	
	60,514 

	Interest-bearing loans and borrowings
	13
	104,610 
	
	139,480 

	Retirement severance provision
	15
	1,077 
	
	995 

	Deferred revenues and accruals
	17
	- 
	
	4 

	Other
	
	71 
	
	35 

	
	
	170,712 
	
	201,028 

	
	
	
	
	

	Current liabilities:
	
	
	
	

	Retirement severance provision
	15
	140 
	
	143 

	Accounts payable
	18
	83,928 
	
	112,430 

	Short-term borrowings
	13
	35,415 
	
	- 

	Provisions
	16
	3,725 
	
	3,089 

	Deferred revenues and accruals
	17
	31,742 
	
	26,284 

	
	
	154,950 
	
	141,946 

	
	
	 
	
	 

	Total equity and liabilities
	
	1,409,404 
	
	1,434,053 


Accompanying notes are an integral part of these unconsolidated financial statements.
	
	Note
	2006
	
	2005

	
	
	
	
	

	Sales
	19
	936,134 
	
	1,035,256 

	Cost of sales
	20
	(537,416)
	
	(538,288)

	Gross profit
	
	398,718 
	
	496,968 

	
	
	
	
	

	Selling expenses
	20
	(304,603)
	
	(280,952)

	Administrative expenses
	20
	(105,662)
	
	(101,886)

	Other operating income
	21
	12,989 
	
	16,500 

	Other operating expenses
	22
	(21,485)
	
	(19,599)

	Operating profit / (loss)
	
	(20,043)
	
	111,031 

	
	
	
	
	

	Finance income
	26
	39,863 
	
	70,571 

	Finance cost
	27
	(26,561)
	
	(21,997)

	Profit / (loss) before income taxes
	
	(6,741)
	
	159,605 

	
	
	
	
	

	Income tax expense
	28
	(3,240)
	
	(24,652)

	Net profit / (loss) for the period
	
	(9,981)
	
	134,953 

	
	
	
	
	

	Basic/diluted earnings per share (in PLN)
	29
	(0.18)
	
	2.40 


Accompanying notes are an integral part of these unconsolidated financial statements.
	
	
	Share capital
	
	Treasury shares
	
	Share premium
	
	Other reserves
	
	Retained earnings
	
	Total equity

	
	
	 
	
	 
	
	 
	
	 
	
	 
	
	 

	Year ended 31 December 2006

	
	
	
	
	
	
	
	
	
	
	
	
	

	As at 31 December 2005
	
	56,758 
	
	(119,952)
	
	353,646 
	
	6,336 
	
	794,291 
	
	1,091,079 

	
	
	
	
	
	
	
	
	
	
	
	
	

	Net profit/ (loss) for the period
	
	- 
	
	- 
	
	- 
	
	- 
	
	(9,981)
	
	(9,981)

	Share-based payments
	
	- 
	
	- 
	
	- 
	
	30,166 
	
	- 
	
	30,166 

	Share buy back for their redemption (1)
	
	- 
	
	(34)
	
	- 
	
	- 
	
	- 
	
	(34)

	Redemption of own shares
	
	(1,780)
	
	119,986 
	
	(63,140)
	
	- 
	
	(55,066)
	
	- 

	Dividends declared
	
	- 
	
	- 
	
	- 
	
	- 
	
	(27,488)
	
	(27,488)

	Other
	
	- 
	
	- 
	
	- 
	
	(145)
	
	145 
	
	- 

	
	
	
	
	
	
	
	
	
	
	
	
	

	As at 31 December 2006
	
	54,978 
	
	- 
	
	290,506 
	
	36,357 
	
	701,901 
	
	1,083,742 


(1) in 2006 the share buy-back programme was not carried out. The change in treasury shares represents direct costs related to execution of this programme in 2005.
Accompanying notes are an integral part of these unconsolidated financial statements.
	
	
	Share capital
	
	Treasury shares 
	
	Share premium
	
	Other reserves
	
	Retained earnings
	
	Total equity

	
	
	 
	
	 
	
	 
	
	 
	
	 
	
	 

	Year ended 31 December 2005

	
	
	
	
	
	
	
	
	
	
	
	
	

	As at 31 December 2004
	
	56,758 
	
	- 
	
	353,646 
	
	180 
	
	687,683 
	
	1,098,267 

	
	
	
	
	
	
	
	
	
	
	
	
	

	Net profit/ (loss) for the period
	
	- 
	
	- 
	
	- 
	
	- 
	
	134,953 
	
	134,953 

	Share-based payments
	
	- 
	
	- 
	
	- 
	
	6,190 
	
	- 
	
	6,190 

	Share buy back for their redemption
	
	- 
	
	(119,952)
	
	- 
	
	- 
	
	- 
	
	(119,952)

	Dividends declared
	
	- 
	
	- 
	
	- 
	
	- 
	
	(28,379)
	
	(28,379)

	Other
	
	- 
	
	- 
	
	- 
	
	(34)
	
	34 
	
	- 

	
	
	
	
	
	
	
	
	
	
	
	
	

	As at 31 December 2005
	
	56,758 
	
	(119,952)
	
	353,646 
	
	6,336 
	
	794,291 
	
	1,091,079 


Accompanying notes are an integral part of these unconsolidated financial statements.
	
	
	2006
	
	2005

	Cash flows from operating activities
	
	
	
	

	Profit / (loss) before income taxes
	  
	(6,741)
	
	159,605 

	Adjustments for:
	  
	
	
	

	Depreciation of property, plant and equipment
	  
	46,544 
	
	57,222 

	Amortisation of intangible assets and goodwill
	  
	3,814 
	
	3,566 

	Foreign exchange (gain) / loss
	  
	9,706 
	
	(8,402)

	Interest, net
	  
	1,005 
	
	(1,082)

	(Profit) / loss on investing activities
	  
	6,977 
	
	12,116 

	Dividend income
	  
	(23,769)
	
	(37,726)

	(Decrease) / increase in provisions
	  
	715 
	
	2,315 

	(Increase) / decrease in inventories
	  
	743 
	
	(549)

	(Increase) / decrease in receivables and prepayments
	  
	33,519 
	
	(53,987)

	(Decrease) / increase in payables
	  
	(21,953)
	
	41,647 

	(Decrease) / increase in deferred revenues and accruals
	  
	5,454 
	
	706 

	Other adjustments
	  
	30,271 
	
	5,118 

	Cash generated from operations
	  
	86,285 
	
	180,549 

	Income taxes (paid) / returned
	  
	(2,046)
	
	(21,332)

	Net cash from operating activities
	  
	84,239 
	
	159,217 

	
	  
	
	
	

	Cash flows from investing activities
	  
	
	
	

	Proceeds from sale of property, plant and equipment and intangibles
	  
	1,028 
	
	229 

	Disposal of subsidiary  and associates
	  
	3,496 
	
	2,203 

	Disposal of financial assets
	  
	4,048 
	
	909 

	Dividends received
	  
	10,769 
	
	37,725 

	Loan repayment received
	  
	941 
	
	30,860 

	Interest received
	  
	8,197 
	
	9,878 

	Disposal of short-term securities
	  
	137,490 
	
	60,000 

	Repayment of finance lease receivables
	  
	6,648 
	
	6,489 

	Purchase of property plant and equipment and intangibles
	  
	(14,411)
	
	(23,689)

	Acquisition of subsidiaries and associates and other investments in subsidiaries and associates
	  
	(5,974)
	
	(1,511)

	Acquisition of short-term securities
	
	(65,987)
	
	(130,000)

	Loans granted
	  
	(24,574)
	
	(9,783)

	Other 
	  
	- 
	
	(68)

	Net cash used in investing activities
	  
	61,671 
	
	(16,758)


	
	  
	
	
	

	
	
	2006
	
	2005

	Cash flows from financing activities
	  
	
	
	

	Repurchase of own shares (1)
	  
	(30)
	
	(119,952)

	Dividends paid 
	  
	(27,489)
	
	(28,377)

	Interest paid
	  
	(5,963)
	
	(8,266)

	Other
	  
	(139)
	
	(742)

	Net cash used in financing activities
	  
	(33,621)
	
	(157,337)

	
	  
	 
	
	 

	Net increase (decrease) in cash and cash equivalents
	  
	112,289 
	
	(14,878)

	
	  
	
	
	

	Cash and cash equivalents
	  
	
	
	

	At start of period
	  
	178,517 
	
	193,395 

	At end of period
	  
	290,806 
	
	178,517 


(1) in 2006 the share buy-back programme was not carried out. The cash out flow from repurchase of own shares represents direct costs related to execution of this programme in 2005.
Accompanying notes are an integral part of these unconsolidated financial statements.

1. General information

(a)
Core business activity
Agora SA (“the Company”, “parent company”) principally produces Gazeta Wyborcza daily newspaper, magazines, other periodicals and run an Internet business. Additionally, the Company exercises significant influence over 13 radio companies. The Company is also active in the outdoor segment through its subsidiary, Art Marketing Syndicate SA (“AMS”).

The Company operates in all the major cities in Poland.

(b)
Registered Office
Czerska 8/10 street

00-732 Warsaw

(c)
Registration of the Company in the National Court Register

Seat of the court: 



Regional Court in Warszawa, XIII Commercial Department
Registration number: 


KRS 0000059944

(d)
Tax Office and Provincial Statistical Office registration of the Company

NIP: 
526-030-56-44

REGON: 
011559486
(e)

Management Board

The Management Board of the Company comprised the following members:

Wanda Rapaczynski
President

for the whole twelve months

Piotr Niemczycki
Vice - President
for the whole twelve months

Zbigniew Bak
Vice - President
for the whole twelve months
Jarosław Szalinski
Member


for the whole twelve months

 (f)

Supervisory Board

The Supervisory Board of the Company comprised the following members:

Stanislaw Soltysinski
Chairman

from 1 January 2006 to 26 June 2006

Andrzej Szlezak
Chairman

from 27 June 2006 to 31 December 2006
Louis Zachary 
Member
from 1 January 2006 to 26 June 2006

Slawomir Sikora 
Member
for the whole twelve months

Tomasz Sielicki 
Member
for the whole twelve months

Richard Bruce Rabb
Member
from 26 June 2006 to 31 December 2006
Sanford Schwartz
Member
for the whole twelve months
(g)

Information about the financial statements

Agora SA is a parent company and prepares consolidated financial statements of the Agora Group which is published on www.agora.pl.
The unconsolidated financial statements were authorised for issue by the Management Board on 12 April 2007.

2. Summary of significant accounting policies

(a)
Statement of compliance
These unconsolidated financial statements are prepared in accordance with International Financial Reporting Standard (IFRS) applicable to financial reporting, adopted by the European Union and, in case of matters not covered by IFRS, in accordance with Accounting Act of 29 September 1994 (Official Journal from 2002, No 76, item 694 with amendments), regulations issued based on that Act and the Ministry of Finance Decree of 19 October 2005 on current and periodical information provided by issuers of securities (Official Journal from 2005, No 209, item 1,744). 

As of 1 January 2005 the amendments to the Accounting Act (art. 45 points 1a-1c of Accounting Act) required the financial statements to be prepared according to IFRS adopted by the European Union. As at the day of publication of these unconsolidated financial statements, taking into account the adaptation process of IFRS by the European Union, there are no differences between IFRS and IFRS adopted by the European Union with respect to the financial reporting of the Company.

 (b)
Basis of preparation

The financial statements are presented in Polish zloty, which is dunctional currency of th Company, rounded to the nearest thousand (unless otherwise indicated). They are prepared on the historical cost basis except that financial instruments are stated at their fair value.

The financial statements of the Company were prepared with the assumption that the Company  would continue their business activities in the foreseeable future.

(c)
Property, plant and equipment

Items of property, plant and equipment are stated at historical cost less accumulated depreciation and impairment losses, if any (see accounting policy v).
The cost of property, plant and equipment comprises costs incurred in their purchase or manufacture and includes capitalised borrowing costs.

Depreciation is calculated on the straight line basis or on the reducing balance basis over the estimated useful life of each asset. Low-value assets (under PLN 3,500) are depreciated fully when brought into use, except for groups of low-value assets which are depreciated over the estimated useful life. Estimated useful life of property, plant and equipment, by significant class of asset, is as follows:


Perpetual leasehold of land
86 - 93 years

Buildings
10 - 40 years

Plant and machinery
  2 - 20 years

Motor vehicles
  5 -   8 years

Other equipment
  3 - 10 years
Land is not depreciated.

Repairs and renewals are charged to the income statement when the expenditure is incurred; major improvements are capitalised when incurred, providing that they increase the future economic benefits embodied in the item of property, plant and equipment.

When parts of an item of property, plant and equipment have different useful lives, they are accounted for as separate items of property, plant and equipment. 
(d)
Intangible assets

Goodwill arising on an acquisition represents the excess of the cost of the acquisition over the fair value of the net identifiable assets acquired. Goodwill is stated at cost less impairment losses, if any (see accounting policy v). Goodwill is tested annually for impairment or more often if there are indications of impairment.
Other intangible assets, except for the acquired magazine titles, that are acquired by the Company are stated at cost less accumulated amortisation and impairment losses, if any (see accounting policy v).

Other intangibles are depreciated using the straight line basis over the estimated useful life of each asset. Low-value assets (under PLN 3,500) are depreciated fully when brought into use, except for groups of low-value assets which are depreciated over the estimated useful life.

Estimated useful lives of other intangible assets are between 3 and 7 years.

Acquired magazine titles have indefinite useful lives and are not amortised. Their market position and lack of legal and market barriers for  their publishing determined such qualification. Instead they are tested annually for impairment or more often if there are indications of impairment (see accounting policy v).
Subsequent expenditure on capitalised intangible assets is capitalised only when it increases the future economic benefits embodied in the specific asset to which it relates. All other expenditure is expensed as incurred.
(e)
Cash and cash equivalents

Cash and cash equivalents comprise cash balances and demand deposits. 

(f)
Derivative financial instruments

The Company is a party to contracts that contained derivative financial instruments embedded in rental and other non-financial instrument contracts denominated in foreign currencies. Upon acquisition of such financial instruments the Company assesses whether the economic characteristics of the embedded derivative instrument are closely related to the economic characteristics of the financial instrument (“host contract”) and whether the financial instrument that embodies both the embedded derivative instrument and the host contract is currently measured at fair value with changes in fair value reported in earnings, and whether a separate instrument with the same terms as the embedded instrument would meet the definition of a derivative instrument. Derivatives embedded in foreign currency non-financial instrument contracts are not separated from the host contracts if these contracts are in currencies which are commonly used in the economic environment in which transactions take place. If the embedded derivative instrument is determined not to be closely related to the host contract and the embedded derivative instrument would qualify as a derivative instrument, the embedded derivative instrument is separated from the host contract and valued at fair value with changes recorded in the income statement.

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

(g)
Loans

Loans originated by the Company are financial assets created by the Company providing money, goods, or services to a debtor, other than those created with the intent to be sold in the short-term. Loans originated by the Company comprise loans provided to subsidiaries, associates and other entities and loans originating on the buy-sell back treasury bonds transactions. Originated loans are carried at amortized cost, less impairment losses recognised (see accounting policy v). Accrued interest is included in net profit or loss for the period in which it arises. The Company immediately recognises impairment losses for all interest accrued on impaired loans.

(h)
Financial assets at fair value through profit or loss

Financial assets at fair value through profit or loss are those that the Company principally holds for the purpose of short-term profit taking. Subsequent to initial recognition (at which date available-for-sale financial assets are stated at cost), all available-for-sale financial assets are measured at fair value. Financial gains or losses on financial assets are recognised in net profit or loss for the period (finance income or cost).

(i)
Available-for-sale financial assets

Available-for-sale financial assets are non-derivatives that are either designated in this category or not classified in any of the other categories of financial assets. Subsequent to initial recognition (at which date available-for-sale financial assets are stated at cost), all available-for-sale financial assets are measured at fair value. Unrealised gains or losses of available-for-sale financial assets are recognised in equity. For interest-bearing financial assets interest is calculated using the effective interest method and is recognised in the income statement.

The investments in subsidiaries and associates are stated at cost less impaired losses recognised.

(j)
Derecognition of financial instruments

The derecognition of a financial instrument takes place when the Company no longer controls the contractual rights that comprise the financial instrument, which is normally the case when the instrument is sold, or all the cash flows attributable to the instrument are passed through to an independent third party.

(k)
Foreign currency

Functional and presentation currency for Agora SA, its subsidiaries and associates is Polish zloty. Foreign currency transactions are translated at the foreign exchange rates prevailing at the date of the transactions using:

· the purchase or selling rate of the bank whose services are used by the Company – in case of foreign currency sales or purchase transactions, as well as of the debt or liability payment transactions,

· the average rate specified for a given currency by the National Bank of Poland as on the transaction date, unless a customs declarations or other document binding for the Company indicates other rate – in case of other transactions.

Gains and losses resulting from the settlement of such transactions and from the translation of monetary assets and liabilities denominated in foreign currencies are recognised in the consolidated income statement. Monetary assets and liabilities denominated in foreign currencies at the balance sheet date are translated to PLN at the foreign exchange rate set by the National Bank of Poland ruling for that date.

(l)
Receivables

Trade and other receivables are stated at amortised cost less impairment losses. The Company recognises impairment losses for receivables in dispute and doubtful debts. The losses are charged to operating or financial costs depending on the nature of the amount that was provided for.

(m)
Inventories

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

Cost is determined by specific identification of their individual costs for paints and paper and by the first-in, first-out (FIFO) method for other materials, goods for resale and finished goods.

(n)
Equity

(i)
Share capital

The share capital of the company is presented at the nominal value of registered stock, in accordance with the parent company’s statute and commercial registration.

 (ii)
Treasury shares (purchased for their redemption)

When share capital recognised as equity is repurchased, the amount of the consideration paid, including directly attributable costs, is recognised as a change in equity. Repurchased shares are classified as treasury shares and presented as a deduction from total equity. 
(iii)
Share premium

The share premium is a capital reserve arising on the Company’s initial public offering (“IPO”) during 1999 and is presented net of the IPO costs, decreased by the tax shield on the costs.

 (iv)
Retained earnings and other reserves
Retained earnings represent accumulated net profits / losses. Other reserve includes mainly the equivalent of costs of share-based payments recognised in accordance with IFRS 2.
(o)
Income taxes and deferred income taxes

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

Current tax expense is calculated according to tax regulations.

Deferred income tax is provided, using the balance sheet liability method, for all temporary differences arising between the tax bases of assets and liabilities and their carrying amounts for financial reporting purposes, and for tax losses carried forward, except for:

(i) the initial recognition of assets or liabilities that in a transaction which is not a business combination and at the time of the transaction affect neither accounting nor taxable profit and

(ii) differences relating to investments in subsidiaries and associates to the extent the parent is able to control the timing of the reversal of the temporary differences and it is probable that the temporary difference will not reverse in the foreseeable future. 

The principal temporary differences arise on depreciation of property, plant and equipment and various transactions not considered to be taxable or tax-deductible until settlement. Deferred income tax is determined using tax rates (and laws) that have been enacted or substantially enacted by the balance sheet date and are expected to apply when the related deferred income tax asset is realised or the deferred income tax liability is settled. 

A deferred tax asset is recognised only to the extent that it is probable that future taxable profits will be available against which the asset can be utilised. At each balance sheet date deferred tax assets are reduced to the extent that it is no longer probable that the related tax benefit will be realised.

(p)
Provisions

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

A provision for restructuring is recognised when the Company has approved a detailed and formal restructuring plan, and the restructuring has either commenced or has been announced publicly. Future operating costs are not provided for.

(q)
Retirement severance provision
The Company makes contributions to the Government’s retirement benefit scheme. The state plan is funded on a pay-as-you-go basis, i.e. the Company is obliged to pay the contributions as they fall due and if the Company ceases to employ members of the state plan, it will have no obligation to pay any additional benefits. The state plan is defined contribution plan. The expense for the contributions is charged to the income statement in the period to which they relate.

Employees of the Company are entitled to retirement severance payment which is paid out on the non-recurrent basis at the moment of retiring. The amount of payment is defined in the labour law. The Company does not exclude assets that might serve in the future as a source of settling liabilities resulting from retirement payments. The Company creates provision for future liabilities in order to allocate costs to the periods they relate to. The Company’s obligation in respect of retirement severance provision is the amount of future benefit that employees have earned in return for their service in the current and prior periods. The amount of the liability is calculated by actuary and is based on forecasted individual’s entitlements method.

(r)
Interest-bearing borrowings

Borrowings are recognised initially at fair value, net of transaction costs incurred. Borrowings are subsequently stated at amortised cost using the effective yield method.

 (s)
Trade and other payables

Trade and other payables are stated at amortised cost.

(t)
Revenue recognition

Sales revenue comprises revenue earned (net of value added tax (VAT), returns, discounts and allowances) from the provision of services or goods to third parties.

(i)
Sale of goods

Revenues are recognised when the conditions of sale have been met, no significant uncertainties remain regarding the acceptance of the goods (significant risk and rewards of ownership have been transferred to the buyer) and the amount can be measured reliably.

(ii)
Sale of services

Revenue from sales of advertising services is recognized as services are provided.

(iii)
Interest income

Revenue is recognised as the interest accrues (using the effective interest method).

(iv)
Dividend income

Dividend income is recognised when the right to receive payment is established.

(u)
Segment reporting

Segment reporting is based on business segment format. A business segment is a distinguishable component of the Company that is engaged in providing products or services, which is subject to risks and rewards that are different from those of other segments.

The Company operates exclusively in Poland and all its assets are located in Poland. Consequently no information of geographical segments is presented.
(v)
Impairment losses
The carrying amount of the Company’s assets, other than inventories (see accounting policy m), and deferred tax assets (see accounting policy o) for which other procedures should be applied, are reviewed at each balance sheet date to determine whether there is any indication of impairment. If any such indication exists, the assets’ recoverable amount is estimated (the higher of net selling price and value in use). The value in use is assumed to be a present value of discounted future economic benefits which will be generated by the assets. 

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

At each balance sheet date the Company reviews recognised impairment losses whether there is any indication showing that some of the recognised impairment losses should be reversed. An impairment loss is reversed only to the extent that the asset’s carrying amount does not exceed the carrying amount that would have been determined, net of depreciation or amortisation, if no impairment loss had been recognised. Reversal on an impairment loss is recognised in the income statement.
An impairment loss for goodwill is not reversed.

(w)
Operating lease payments

Leases which do not transfer substantially all the risks and rewards incidental to ownership are classified as operating leases. Payments made under operating leases are recognised in the income statement on a straight-line basis over the term of the lease. Lease incentives received are recognised in the income statement as an integral part of the total lease expense.

(x)
Finance lease

In the financial statements of lessees

A lease is classified as a finance lease if it transfers substantially all the risks and rewards incidental to ownership to the lessee. Assets acquired under finance lease agreements are initially recognised at fair value or, if lower, the present value of the minimum lease payments. If there is no reasonable certainty that the lessee will obtain ownership by the end of the lease term, the asset shall be fully depreciated over the shorter of the lease term and its useful life. In other cases the depreciation policy is consistent with that for depreciable assets that are owned.

Lease payments are apportioned between the finance charge and the reduction of the outstanding liability. The finance charge is calculated using constant internal rate of return. Finance charge is recognised as an expense during the lease period.

In the financial statements of lessors

A lease is classified as a finance lease if it transfers substantially all the risks and rewards incidental to ownership to the lessee. Assets transferred under finance lease are stated at the amount equal to the net investment in the lease. Lease payments are apportioned between the finance income and the reduction of the net investment. The finance income is calculated using constant internal rate of return. Finance income is recognised in the income statement during the lease period.

 (y)
Borrowing costs

Interest and other costs of borrowing are recorded in the income statement using effective interest rate in the period to which they relate, unless directly related to investments in qualifying items of property, plant and equipment, in which case they are capitalised.

 (z)
Share-based payments

In Agora Group the share incentive plans fueled by Agora SA’s shares are run. These plans fall within the scope of IFRS 2 “Share-based Payment” which came into force from 1 January 2005. 

Eligible employees are entitled to purchase investment certificates in closed end mutual fund. The fair value of certificates is determined by applying valuation model, which takes into consideration such variables as: market value of Agora's shares, specific characteristics and running costs of the fund as well as the kind of shares and rights associated with the certificates. The fair value of certificates is included in staff cost with corresponding increase in equity. The fair value of certificates is established as at the grant date and posted to the income statement from the month following the month in which certificates are purchased. The costs are recognized over the vesting period.
According to transitional provisions of IFRS 2, the standard should be applied to equity instruments that were granted after 7 November 2002 and had not yet vested at 1 January 2005. As all restricted stock was granted to employees either before 7 November 2002 or was vested before 1 January 2005, the Standard does not apply to the Company incentive plan valid until 2004. Consequently, the fair value of the shares granted by the end of 2004 is not reflected in the accompanied financial statements and will not affect the Company’s accounts in the future.

(aa)
Dividend distribution

Dividend distribution to the Company’s shareholders is recognised as a liability in the Company’s financial statements in the period in which the dividends are approved by the Company’s shareholders.

(ab)
Related parties

For the purposes of these financial statements, related parties comprise significant shareholders, subsidiaries, associated undertakings, members of the Management and Supervisory Boards of the Group entities and their immediate family, and entities under their control.

(ac)
New accounting standards and interpretations of International Financial Reporting Interpretations Committee (IFRIC)
The Company did not early applied new standards and interpretations, which were published and endorsed by the European Union or which will be endorsed in the nearest future and which become effective after the balance sheet date.

1) Amendments to IAS 1 - Presentation of Financial Statements Capital Disclosures (effective from annual periods beginning on or after 1 January 2007)

The amendment complements the release of IFRS 7 “Financial Instruments: Disclosures” and introduces requirements to disclose:

· the entity’s objectives, policies and processes for managing capital,

· quantitative data about what the entity regards as capital,

· whether the entity has complied with any capital requirements; and

· if it has not complied, the consequences of such non-compliance.
2) IFRS 7 „Financial Instruments: Disclosures” (effective from annual periods beginning on or after 1 January 2007) 

It replaces IAS 30 “Disclosures in the Financial Statements of Banks and Similar Financial Institutions” and some of the requirements in IAS 32 “Financial Instruments: Disclosure and Presentation”. 

3) IFRS 8 „Operating segments” (effective from annual periods beginning on or after 1 January 2009).

IFRS 8 introduces the requirements to disclose information about operating segments, products and services, major clients and geographical segments, where the entity operates. The financial results of subsequent segments should be presented in accordance with management accounting rules. Information presented outside should be the one used as internal by the key management for appraisal of the segmental results and in a decision making process of allocating resources.
4) IFRIC 7 “Applying the Restatement Approach under IAS 29 Financial Reporting in Hyperinflationary Economies” (effective from annual periods beginning on or after 1 March 2006)

IFRIC 7 provides guidance on how to apply the requirements of IAS 29 in a reporting period in which an entity identifies the existence of hyperinflation in the economy of its functional currency, when that economy was not hyperinflationary in the prior period. This interpretation will not affect the Company’s financial statements.
5) IFRIC 8 „Scope of IFRS 2” (effective from annual periods beginning on or after 1 May 2006)

This interpretation clarifies that IFRS 2 “Share-based Payment” applies to arrangements where an entity makes share based payments for apparently nil or inadequate consideration. This interpretation will not affect the Company’s financial statements. 
6) IFRIC 9 „Reassessment of Embedded Derivatives” (effective from annual periods beginning on or after 1 June 2006) 

Interpretation clarifies some issues connected with separation of the financial instruments. This interpretation will not affect the Company’s financial statements.

7) IFRIC 10 „Interim Financial Reporting and Impairment” (effective from annual periods beginning on or after 1 November 2006) 

Interpretation clarifies (in accordance with IAS 34 “Interim Financial Reporting” and other standards) when impairment loss in respect of goodwill and other financial assets should be recognised and reversed in the financial statements. The Company will follow new requirements.
8) IFRIC 11 „Share-based Payment – Group and Treasury Share Transactions” (effective from annual periods beginning on or after 1 March 2007).

Interpretation clarifies some issues connected with IFRS 2. According to the standard the entity should present in its financial statements the cost incurred in connection with services provided by its employees. The accounting treatment was unclear especially for the share-based payments when employees of the subsidiary were granted with shares of the dominant party. IFRIC 11 clarifies that some transactions are presented as equity settled and others as cash settled in accordance with IFRS 2. It also gives clues how share-based payments within two or more entities belonging to the same capital group should be accounted for. 
This interpretation will not affect the Company’s financial statements.
9)

IFRIC 12 „ Service Concession Arrangements” (effective from annual periods beginning on or after 1 January 2008).

Interpretation relates to the entities which take part in service concession arrangements. It gives clues as for accounting polices to be implemented by operators for concession arrangements between public and private sectors. 
This interpretation will not affect the Company’s financial statements.
3. Intangible assets
	
	 Magazine titles 
	
	 Goodwill 
	
	 Licences and patents 
	
	 Other 
	
	 Total 

	
	 
	
	 
	
	 
	
	 
	
	 

	 Cost as at 1 January 2006 
	86,482 
	
	7,179 
	
	14,280 
	
	1,735 
	
	109,676 

	 Additions 
	- 
	
	- 
	
	4,530 
	
	305 
	
	4,835 

	      Acquisitions 
	- 
	
	- 
	
	4,354 
	
	260 
	
	4,614 

	      Transfer from assets under construction 
	- 
	
	- 
	
	176 
	
	45 
	
	221 

	 Disposals 
	- 
	
	(3,917)
	
	(54)
	
	(25)
	
	(3,996)

	      Sale 
	- 
	
	- 
	
	(54)
	
	(25)
	
	(79)

	      Liquidation 
	- 
	
	(3,917)
	
	- 
	
	- 
	
	(3,917)

	 Cost as at 31 December 2006 
	86,482 
	
	3,262 
	
	18,756 
	
	2,015 
	
	110,515 


3.


Intangible assets – cont.

	
	 Magazine titles 
	
	 Goodwill 
	
	 Licences and patents 
	
	 Development costs 
	
	 Other 
	
	 Total 

	
	 
	
	 
	
	 
	
	 
	
	 
	
	 

	 Amortisation and impairment losses 
as at 1 January 2006 
	14,944 
	
	4,760 
	
	5,638 
	
	- 
	
	1,241 
	
	26,583 

	      Amortisation charge for the period 
	- 
	
	- 
	
	3,549 
	
	- 
	
	265 
	
	3,814 

	      Sale 
	- 
	
	- 
	
	(53)
	
	- 
	
	- 
	
	(53)

	      Liquidation 
	- 
	
	(3,917)
	
	- 
	
	- 
	
	- 
	
	(3,917)

	 Amortisation and impairment losses 
as at 31 December 2006 
	14,944 
	
	843 
	
	9,134 
	
	- 
	
	1,506 
	
	26,427 

	
	
	
	
	
	
	
	
	
	
	
	

	 Carrying amounts 
	
	
	
	
	
	
	
	
	
	
	

	 As at 1 January 2006 
	71,538 
	
	2,419 
	
	8,642 
	
	- 
	
	494 
	
	83,093 

	 As at 31 December 2006 
	71,538 
	
	2,419 
	
	9,622 
	
	- 
	
	509 
	
	84,088 


Following the change of amortisation rates, the annual amortisation charge is higher by PLN 733 thousand.

3.


Intangible assets – cont.

	
	 Magazine titles 
	
	 Goodwill 
	
	 Licences and patents 
	
	 Other 
	
	 Total 

	
	 
	
	 
	
	 
	
	 
	
	 

	 Cost as at 1 January 2005 
	86,482 
	
	7,179 
	
	231 
	
	1,717 
	
	95,609 

	 Additions 
	- 
	
	- 
	
	14,049 
	
	18 
	
	14,067 

	      Acquisitions 
	- 
	
	- 
	
	3,198 
	
	18 
	
	3,216 

	      Reclassifications 
	- 
	
	- 
	
	10,851 
	
	- 
	
	10,851 

	 Disposals 
	- 
	
	- 
	
	- 
	
	- 
	
	- 

	 Cost as at 31 December 2005 
	86,482 
	
	7,179 
	
	14,280 
	
	1,735 
	
	109,676 


3.


Intangible assets – cont.

	
	 Magazine titles 
	
	 Goodwill 
	
	 Licences and patents 
	
	 Other 
	
	 Total 

	
	 
	
	 
	
	 
	
	 
	
	 

	 Amortisation and impairment losses 
as at 1 January 2005 
	14,303 
	
	4,760 
	
	94 
	
	987 
	
	20,144 

	      Amortisation charge for the period 
	- 
	
	- 
	
	3,311 
	
	255 
	
	3,566 

	      Impairment losses 
	641 
	
	- 
	
	- 
	
	- 
	
	641 

	      Reclassifications 
	- 
	
	- 
	
	2,233 
	
	- 
	
	2,233 

	      Other 
	- 
	
	- 
	
	- 
	
	(1)
	
	(1)

	 Amortisation and impairment losses 
as at 31 December 2005 
	14,944 
	
	4,760 
	
	5,638 
	
	1,241 
	
	26,583 

	
	
	
	
	
	
	
	
	
	

	 Carrying amounts 
	
	
	
	
	
	
	
	
	

	 As at 1 January 2005 
	72,179 
	
	2,419 
	
	137 
	
	730 
	
	75,465 

	 As at 31 December 2005 
	71,538 
	
	2,419 
	
	8,642 
	
	494 
	
	83,093 


Amortisation of intangibles is recognised “cost of sales”, “selling expenses” and “administrative expenses”. Impairment losses are recognised in “other operating expenses” in the income statement. Reversals of impairment losses are recognised in “other operating income” in the income statement.

The rights to magazine titles purchased in the amount of PLN 71,538 thousand are pledged as security for loan facility, which is fully described in note 13.
4. Property, plant and equipment

	
	 Land 
	
	 Perpetual usefruct of land 
	
	 Buildings 
	
	 Plant, machinery and equipment 
	
	 Vehicles 
	
	 Other 
	
	 Assets under construction 
	
	 Total 

	
	 
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	 Cost as at 1 January 2006 
	7,721 
	
	28,010 
	
	251,036 
	
	574,517 
	
	4,230 
	
	19,531 
	
	1,652 
	
	886,697 

	 Additions 
	- 
	
	- 
	
	2,902 
	
	6,804 
	
	556 
	
	341 
	
	2,678 
	
	13,281 

	      Acquisitions 
	- 
	
	- 
	
	182 
	
	5,345 
	
	556 
	
	341 
	
	2,678 
	
	9,102 

	      Transfer from assets under
      construction 
	- 
	
	- 
	
	594 
	
	1,459 
	
	- 
	
	- 
	
	- 
	
	2,053 

	      Reclassifications 
	- 
	
	- 
	
	2,126 
	
	- 
	
	- 
	
	- 
	
	- 
	
	2,126 

	 Disposals 
	- 
	
	- 
	
	(1,343)
	
	(21,924)
	
	(605)
	
	(135)
	
	(2,274)
	
	(26,281)

	      Sale 
	- 
	
	- 
	
	(173)
	
	(8,877)
	
	(605)
	
	(77)
	
	- 
	
	(9,732)

	      Liquidation 
	- 
	
	- 
	
	(1,170)
	
	(10,921)
	
	- 
	
	(58)
	
	- 
	
	(12,149)

	      Reclassifications 
	- 
	
	- 
	
	- 
	
	(2,126)
	
	- 
	
	- 
	
	- 
	
	(2,126)

	      Transfer from assets under
      construction 
	- 
	
	- 
	
	- 
	
	- 
	
	- 
	
	- 
	
	(2,274)
	
	(2,274)

	 Cost as at 31 December 2006 
	7,721 
	
	28,010 
	
	252,595 
	
	559,397 
	
	4,181 
	
	19,737 
	
	2,056 
	
	873,697 


4.
Property, plant and equipment – cont.

	
	 Land 
	
	 Perpetual usefruct of land 
	
	 Buildings 
	
	 Plant, machinery and equipment 
	
	 Vehicles 
	
	 Other 
	
	 Assets under construction 
	
	 Total 

	
	 
	
	 
	
	 
	
	 
	
	 
	
	 
	
	 
	
	 

	 Depreciation and impairment losses as at 1 January 2006 
	- 
	
	8,721 
	
	44,287 
	
	328,263 
	
	2,701 
	
	16,008 
	
	- 
	
	399,980 

	      Depreciation charge for the period 
	- 
	
	228 
	
	8,838 
	
	34,364 
	
	609 
	
	2,505 
	
	- 
	
	46,544 

	      Sale 
	- 
	
	- 
	
	(52)
	
	(8,241)
	
	(461)
	
	(74)
	
	- 
	
	(8,828)

	      Liquidation 
	- 
	
	- 
	
	(790)
	
	(10,853)
	
	- 
	
	(59)
	
	- 
	
	(11,702)

	      Reclassifications 
	- 
	
	- 
	
	1,142 
	
	(1,142)
	
	- 
	
	- 
	
	- 
	
	- 

	 Depreciation and impairment losses as at 31 December 2006 
	- 
	
	8,949 
	
	53,425 
	
	342,391 
	
	2,849 
	
	18,380 
	
	- 
	
	425,994 

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	 Carrying amounts 
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	 As at 1 January 2006 
	7,721 
	
	19,289 
	
	206,749 
	
	246,254 
	
	1,529 
	
	3,523 
	
	1,652 
	
	486,717 

	 As at 31 December 2006 
	7,721 
	
	19,061 
	
	199,170 
	
	217,006 
	
	1,332 
	
	1,357 
	
	2,056 
	
	447,703 


Following the analysis of depreciation rates carried out in 2005 the economic useful lives of fixed assets (mainly printing facilities) have been extended. As a result of this change, the depreciation for the year 2006 was lower by PLN 11,390 thousand than the one had no change in depreciation rates took place.
4.
Property, plant and equipment – cont.

	
	 Land 
	
	 Perpetual usefruct of land 
	
	 Buildings 
	
	 Plant, machinery and equipment 
	
	 Vehicles 
	
	 Other 
	
	 Assets under construction 
	
	 Total 

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	 Cost as at 1 January 2005 
	7,721 
	
	28,010 
	
	250,848 
	
	586,024 
	
	3,789 
	
	19,228 
	
	770 
	
	896,390 

	 Additions 
	- 
	
	- 
	
	203 
	
	16,861 
	
	802 
	
	777 
	
	5,362 
	
	24,005 

	      Acquisitions 
	- 
	
	- 
	
	99 
	
	12,422 
	
	802 
	
	777 
	
	5,362 
	
	19,462 

	      Transfer from assets under
      construction 
	- 
	
	- 
	
	104 
	
	4,375 
	
	- 
	
	- 
	
	- 
	
	4,479 

	      Other 
	- 
	
	- 
	
	- 
	
	64 
	
	- 
	
	- 
	
	- 
	
	64 

	 Disposals 
	- 
	
	- 
	
	(15)
	
	(28,368)
	
	(361)
	
	(474)
	
	(4,480)
	
	(33,698)

	      Sale 
	- 
	
	- 
	
	- 
	
	(3,657)
	
	(293)
	
	(94)
	
	- 
	
	(4,044)

	      Liquidation 
	- 
	
	- 
	
	(15)
	
	(10,667)
	
	(68)
	
	(236)
	
	- 
	
	(10,986)

	      Reclassifications 
	- 
	
	- 
	
	- 
	
	(10,851)
	
	- 
	
	- 
	
	- 
	
	(10,851)

	      Transfer from assets under
      construction 
	- 
	
	- 
	
	- 
	
	- 
	
	- 
	
	- 
	
	(4,480)
	
	(4,480)

	      Other 
	- 
	
	- 
	
	- 
	
	(3,193)
	
	- 
	
	(144)
	
	- 
	
	(3,337)

	 Cost as at 31 December 2005 
	7,721 
	
	28,010 
	
	251,036 
	
	574,517 
	
	4,230 
	
	19,531 
	
	1,652 
	
	886,697 


4.
Property, plant and equipment – cont.

	
	 Land 
	
	 Perpetual usefruct of land 
	
	 Buildings 
	
	 Plant, machinery and equipment 
	
	 Vehicles 
	
	 Other 
	
	 Assets under construction 
	
	 Total 

	
	 
	
	 
	
	 
	
	 
	
	 
	
	 
	
	 
	
	 

	 Depreciation and impairment losses as at 1 January 2005 
	- 
	
	8,492 
	
	35,006 
	
	303,172 
	
	2,364 
	
	13,524 
	
	- 
	
	362,558 

	      Depreciation charge for the period 
	- 
	
	228 
	
	8,808 
	
	44,771 
	
	616 
	
	2,799 
	
	- 
	
	57,222 

	      Impairment losses 
	- 
	
	- 
	
	479 
	
	- 
	
	- 
	
	- 
	
	- 
	
	479 

	      Sale 
	- 
	
	- 
	
	- 
	
	(3,626)
	
	(278)
	
	(91)
	
	- 
	
	(3,995)

	      Liquidation 
	- 
	
	- 
	
	(6)
	
	(10,645)
	
	(1)
	
	(224)
	
	- 
	
	(10,876)

	      Reclassifications 
	- 
	
	- 
	
	- 
	
	(2,235)
	
	- 
	
	- 
	
	- 
	
	(2,235)

	      Other 
	- 
	
	1 
	
	- 
	
	(3,174)
	
	- 
	
	- 
	
	- 
	
	(3,173)

	 Depreciation and impairment losses as at 31 December 2005 
	- 
	
	8,721 
	
	44,287 
	
	328,263 
	
	2,701 
	
	16,008 
	
	- 
	
	399,980 

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	 Carrying amounts 
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	 As at 1 January 2005 
	7,721 
	
	19,518 
	
	215,842 
	
	282,852 
	
	1,425 
	
	5,704 
	
	770 
	
	533,832 

	 As at 31 December 2005 
	7,721 
	
	19,289 
	
	206,749 
	
	246,254 
	
	1,529 
	
	3,523 
	
	1,652 
	
	486,717 


All assets included above are owned by the Company.

Depreciation of property, plant and equipment is recognised “cost of sales”, “selling expenses” and “administrative expenses”. Impairment losses are recognised in “other operating expenses” in the income statement. Reversals of impairment losses are recognised in “other operating income” in the income statement.
4.

Property, plant and equipment – cont.
The following property, plant and equipment with its respective net book values as at 31 December 2006 is pledged as security for a PLN 500 million loan facility (drawn up to PLN 139,480 thousand), described in note 13. 

	No.
	Assets
	Net book value 
at 31 December 2006

	1 
	Perpetual usufruct
	6,959 

	2 
	Land
	7,721 

	3 
	Buildings
	225,109 

	4 
	Printing presses
	109,009 

	
	Total
	348,798 


Contractual capital and investment commitments are disclosed in note 32.
5. Investments

Investments include primarily shares in subsidiaries and associates, loans granted to subsidiaries and associates and advances for purchase of shares.

	
	2006
	
	2005

	
	 
	
	 

	 Balance as at beginning of the period  
	295,534 
	
	312,945 

	   Shares 
	247,017 
	
	254,856 

	   Loans granted 
	41,399 
	
	50,875 

	   Additional paid-in capital 
	5,190 
	
	5,787 

	   Advances for purchase of shares 
	551 
	
	1,427 

	   Other 
	1,377 
	
	- 

	
	 
	
	 

	 Additions 
	63,699 
	
	26,892 

	   Shares 
	29,001 
	
	3,394 

	     - acquisitions 
	5,804 
	
	1,459 

	     - fair value adjustments 
	6,270 
	
	1,935 

	     - reclassifications 
	16,927 
	
	- 

	   Loans granted 
	34,673 
	
	21,500 

	     - grant of loans 
	24,574 
	
	13,259 

	     - interests charged 
	5,181 
	
	7,599 

	     - fair value adjustments 
	4,858 
	
	- 

	     - reclassifications 
	60 
	
	- 

	     - other 
	- 
	
	642 

	   Additional paid-in capital 
	25 
	
	70 

	     - payments of paid-in capital 
	20 
	
	50 

	     - reclassifications 
	5 
	
	- 

	     - other 
	- 
	
	20 

	
	2006
	
	2005

	   Advances for purchase of shares 
	- 
	
	551 

	     - payments of advances 
	- 
	
	551 

	   Other 
	- 
	
	1,377 

	
	 
	
	 

	 Disposals 
	(50,143)
	
	(44,303)

	   Shares 
	(31,315)
	
	(11,233)

	     - sale of shares 
	(10,427)
	
	(6,968)

	     - fair value adjustments 
	(7,239)
	
	(4,265)

	     - reclassifications 
	(13,647)
	
	- 

	     - other 
	(2)
	
	- 

	   Loans granted 
	(12,964)
	
	(30,976)

	     - repayment of loans 
	(4,931)
	
	(10,244)

	     - fair value adjustments 
	(6,981)
	
	(16,609)

	     - reclassifications 
	(1,050)
	
	(3,481)

	     - other 
	(2)
	
	(642)

	   Additional paid-in capital 
	(3,936)
	
	(667)

	     - fair value adjustments 
	- 
	
	(20)

	     - reclassifications 
	(3,279)
	
	- 

	     - other 
	(657)
	
	(647)

	   Advances for purchase of shares 
	(551)
	
	(1,427)

	     - other 
	(551)
	
	(1,427)

	   Other 
	(1,377)
	
	- 

	
	 
	
	 

	 Balance as at end of the period 
	309,090 
	
	295,534 

	   Shares 
	244,703 
	
	247,017 

	   Loans granted 
	63,108 
	
	41,399 

	   Additional paid-in capital 
	1,279 
	
	5,190 

	   Advances for purchase of shares 
	- 
	
	551 

	   Other 
	- 
	
	1,377 


Basic information on subsidiaries and associates of the Company is set out in note 35.
6. Non-current receivables and prepayments
	
	 31 December 2006 
	
	31 December 2005

	 Lease receivables 
	73,929 
	
	90,183 

	 Other long term receivables 
	5,173 
	
	5,088 

	 Long term prepayments 
	444 
	
	708 

	
	79,546 
	
	95,979 


Main part of non-current receivablesis lease receivables. They relate to lease of printing equipment and other fixed assets used in printing activities leased to Company’s subsidiary, Agora Poligrafia Sp. z o.o. The lease agreement is concluded for the period to June 2016 and bears LIBOR +margin rate. Instalments are paid monthly.

Finance lease receivables (in total, non-current and current):

	
	 31 December 2006 
	
	31 December 2005

	 Minimum lease payment receivable 
	104,205 
	
	129,473 

	 Billed account receivable 
	- 
	
	1,012 

	 Unearned interest income 
	(23,681)
	
	(32,322)

	
	80,524 
	
	98,163 


Ageing of finance lease receivables (the net investment on finance lease):
	
	 31 December 2006 
	
	31 December 2005

	 Less than 1 
	6,595 
	
	7,980 

	 Between 1 and 5 years 
	30,426 
	
	32,048 

	 More than 5 years 
	43,503 
	
	58,135 

	
	80,524 
	
	98,163 


Ageing of minimum lease payments
	
	 31 December 2006 
	
	31 December 2005

	 Less than 1 
	10,969 
	
	12,283 

	 Between 1 and 5 years 
	43,876 
	
	49,130 

	 More than 5 years 
	49,360 
	
	68,060 

	
	104,205 
	
	129,473 


7. Inventories
	
	 31 December 2006 
	
	31 December 2005

	 Raw materials and consumables 
	13,482 
	
	13,790 

	 Goods for resale 
	831 
	
	1,266 

	
	14,313 
	
	15,056 

	 Impairment losses recognised 
	6,596 
	
	2,645 

	 Total inventories, gross 
	20,909 
	
	17,701 


The cost of inventories recognised as an expense amounted to PLN 203,385 thousand  (2005: PLN  245,802 thousand) and is presented in “cost of sales” in the income statement. 
Impairment losses and reversals of impairment losses were recognised in “cost of sales” in the income statement in the net amount of PLN 537 thousand. 
8. Accounts receivable and prepayments

	
	 31 December 2006 
	
	31 December 2005

	 Trade receivables (net of impairment losses) 
	125,944 
	
	154,368 

	                                                                                                    Taxes, social security and similar 
	1,951 
	
	6,980 

	 Prepayments and accrued income 
	3,754 
	
	4,841 

	 Other 
	31,454 
	
	17,235 

	
	163,103 
	
	183,424 

	 Impairment losses recognised 
	18,087 
	
	22,488 

	 Total accounts receivable and prepayments,
 gross 
	181,190 
	
	205,912 


Other receivables include mainly loans granted to employees from the Group’s social fund of PLN 10,748 thousand (31 December 2005: PLN 9,469 thousand) and dividend receivable in the amount of PLN 13,000 thousand. Loans are granted for periods up to 7 years and are repayable in monthly instalments. Loans granted bear a fixed interest rate of 2% (till 31 December 2005 – 3%).

Accounts receivable include receivables from related parties – details are presented in note 36.

Trade receivables are non-interest bearing and payment terms vary from 7 to 30 days. Tax and social security receivables are non-interest bearing.
Impairment losses are recognised in “other operating expenses” in the income statement. Reversals of impairment losses are recognised in “other operating income” in the income statement.

9. Short-term securities and other financial assets

	
	 31 December 2006 
	
	31 December 2005

	 Certificates in investment funds 
	- 
	
	71,502 

	 Loans granted 
	1,045 
	
	1,067 

	 Short-term debt securities 
	- 
	
	912 

	
	1,045 
	
	73,481 


10. Cash and cash equivalents

	
	 31 December 2006 
	
	31 December 2005

	 Cash at bank and in hand 
	38,743 
	
	123,957 

	 Short-term bank deposits 
	252,009 
	
	54,457 

	 Other 
	54 
	
	103 

	
	290,806 
	
	178,517 


Included in cash and cash equivalents is cash in the amount PLN 9,017 thousand representing cash held on behalf of the Group’s social fund (31 December 2005: PLN 7,762 thousand); 
11.  Share capital

Registered share capital
	 Series 
	 Type of shares 
	 Type of preference 
	 Amount of shares 
	
	 Par value 
	 Origin of capital 

	 A 
	 preference 
	 voting 
	4,281,600 
	
	4,282 
	 conversion 

	 B 
	 ordinary 
	 none 
	39,108,900 
	
	39,109 
	 conversion 

	 C 
	 ordinary 
	 none 
	750,000 
	
	750 
	 conversion 

	 D 
	 ordinary 
	 none 
	2,267,025 
	
	2,267 
	 issued 

	 E 
	 ordinary 
	 none 
	7,220,010 
	
	7,220 
	 issued 

	 F 
	 ordinary 
	 none 
	1,350,000 
	
	1,350 
	 issued 

	
	
	
	54,977,535 
	
	54,978 
	


	
	2006
	
	2005

	
	
	
	

	 Number of shares at the beginning of the period 
	56,757,525 
	
	56,757,525 

	
	 
	
	 

	 Increases 
	- 
	
	- 

	
	 
	
	 

	 Decreases 
	(1,779,990)
	
	- 

	     Share buy back for their redemption (number of shares) 
	(1,779,990)
	
	- 

	
	
	
	

	 Number of shares at the end of the period 
	54,977,535 
	
	56,757,525 


The nominal value of each share amounts to PLN 1.

In the year ended 31 December 2006 the number of shares changed due to the buy-back programme carried out in 2005. The reduction of share capital was caused by redemption of 1,779,990 of Agora’s own shares. The nominal value of each share amounts to PLN 1. The repurchase and redemption of the Company's shares were approved by the Company's shareholders. 

Each Registered A share carries five votes at general meetings.

All issued shares are fully paid.

The total authorised capital amounts to PLN 42,568,143.

The restatement of equity due to hyperinflation
According to IAS 29 "Financial Reporting in Hyperinflationary Economies", the Polish economy was regarded as hyperinflationary in the period of Company activities up to 1996.

IAS 29 requires the share capital of the Company to be restated by applying the general price index.

Retrospective application of IAS 29 with regard to equity would result in an increase of share capital of the Company with corresponding decrease of retained earnings by the same amount.

Consequently, the restatement of equity due to hyperinflation does not affect the value of equity of the Company, only the structure of the equity is affected.

Polish regulations, commercial code in particular, do not rule the way how this type of adjustment should be carried out (especially adjustments to equity of companies).

Consequently, due to lack of impact on equity of the Company following the hyperinflationary adjustment and lack of regulations in polish law, the Company did not post any adjustment to equity as a consequence of IAS 29 application.

12. Retained earnings and other reserves

Dividends

Retained earnings may be distributed subject to certain minimum capital maintenance restrictions, stipulated in the commercial companies’ code and according to dividend policy announced by the Company. 

Frame dividend policy announced by the Company on 14 February of 2005 provides for return of excess cash to shareholders through annual dividend in the amount of PLN 0.5 per share and – if the situation warrants – share repurchases (with cancellation).
On 26 June 2006, Annual General Meeting of Shareholders (AGM) accepted Agora’s Management Board recommendation regarding distribution of the Company’s net profit for fiscal year 2005. According to resolutions adopted by the AGM, the Company paid a dividend in the amount of PLN 0.50 per share from 2005 profit. Payment of dividend took place on 5 September 2006. The share repurchase program finished in 2005. Since the commencement of the program, a total of 1,779,990 of Company’s shares with the nominal value of PLN 1 each was repurchased. On 26 June 2006 Annual General Meeting of Shareholders decided about the cancellation of the repurchased shares. On 26 October 2006 the resolution was registered in National Court Register.
13. Interest bearing loans and borrowings and short-term borrowings

	
	 31 December 2006 
	
	31 December 2005

	 Long term bank loans 
	104,610 
	
	139,480 

	 Total long term borrowings 
	104,610 
	
	139,480 

	
	
	
	

	 Short term bank loans 
	35,415 
	
	- 

	 Total short term borrowings 
	35,415 
	
	- 


Debt repayment schedule:
	
	 31 December 2006 
	
	31 December 2005

	 More than 1 and less than 3 years 
	69,740 
	
	69,740 

	 Between 3 and 5 years 
	34,870 
	
	69,740 

	 Total 
	104,610 
	
	139,480 


	 Creditor 
	 Amount of loan acc. to agreement 
	 Outstanding 
	 Interest 
	 Repayment schedule 
	Collaterals

	 
	 
	 31 December 2006 
	 31 December 2005 
	 
	 
	 

	 Long term 
	 
	 
	 
	 
	 
	 

	 Bank Pekao SA 
	500,000 
	104,610 
	139,480 
	 WIBOR 1 M or
 3 M + margin 
	 quaterly
from 31 March 2007 to 31 December 2010 
	guarantee of Agora Poligrafia Sp. z o.o., pledges on fixed assets and insurance policies, pledges on Company's bank accounts, pledges on trademarks or future trademarks relating to Agora's magazines, transfer of copyrights and transfer of rights from selected agreements relating to magazines

	 Short term 
	 
	 
	 
	 
	 
	 

	 Bank Peako SA 
	500,000 
	35,415 
	- 
	 WIBOR 1 M or
 3 M + margin 
	 quaterly
from 31 March 2007 to 31 December 2010 
	guarantee of Agora Poligrafia Sp. z o.o., pledges on fixed assets and insurance policies, pledges on Company's bank accounts, pledges on trademarks or future trademarks relating to Agora's magazines, transfer of copyrights and transfer of rights from selected agreements relating to magazines


14. Deferred income taxes

Recognised deferred tax assets and liabilities

	
	 31 December 2006 
	
	31 December 2005

	 Deductible temporary differences 
	75,942 
	
	70,989 

	 Taxable temporary differences 
	341,863 
	
	318,495 


Deferred income taxes are calculated using a rate of 19% (2005: 19%). 

Deferred tax assets
	
	2006
	
	2005

	
	 
	
	 

	 Balance as at beginning of the period 
	13,488 
	
	11,465 

	 
         Accruals 
	4,859 
	
	3,517 

	 Financial assets and liabilities 
	392 
	
	- 

	 F/x differences 
	14 
	
	130 

	 Deferred revenues 
	5,442 
	
	3,001 

	 Provisions 
	216 
	
	253 

	 Impairment losses for property, plant and  equipment 
and intangible assets  
	594 
	
	323 

	 Impairment losses for inventories 
	503 
	
	- 

	 Impairment losses for accounts receivable 
	1,468 
	
	- 

	 Tax losses 
	- 
	
	4,241 

	
	 
	
	 

	 Recognised in the income statement due to origination and reversal of temporary differences and tax loss 
	941 
	
	2,023 

	 
         Accruals 
	195 
	
	1,343 

	 Financial assets and liabilities 
	(392)
	
	392 

	 F/x differences 
	(13)
	
	(117)

	 Interests liabilities 
	104 
	
	- 

	 Deferred revenues 
	(195)
	
	2,441 

	 Provisions 
	15 
	
	(37)

	 Impairment losses for property, plant and  equipment 
and intangible assets  
	- 
	
	271 

	 Impairment losses for inventories 
	750 
	
	503 

	 Impairment losses for accounts receivable 
	(382)
	
	1,468 

	 Tax losses 
	859 
	
	(4,241)

	
	
	
	


	
	2006
	
	2005

	 Balance as at end of the period 
	14,429 
	
	13,488 

	 
         Accruals 
	5,054 
	
	4,859 

	 Financial assets and liabilities 
	- 
	
	392 

	 F/x differences 
	1 
	
	14 

	 Interests liabilities 
	104 
	
	- 

	 Deferred revenues 
	5,247 
	
	5,442 

	 Provisions 
	231 
	
	216 

	 Impairment losses for property, plant and  equipment 
         and intangible assets  
	594 
	
	594 

	 Impairment losses for inventories 
	1,253 
	
	503 

	 Impairment losses for accounts receivable 
	1,086 
	
	1,468 

	 Tax losses 
	859 
	
	- 


Deferred tax liabilities
	
	2006
	
	2005

	
	 
	
	 

	 Balance as at beginning of the period 
	60,514 
	
	49,915 

	 Investment relief 
	8,005 
	
	8,227 

	 Accelerated depreciation and amortisation 
	38,559 
	
	31,397 

	 Financial assets and liabilities 
	569 
	
	79 

	 Finance lease 
	13,381 
	
	9,929 

	 Other 
	- 
	
	283 

	
	 
	
	 

	 Recognised in the income statement due to origination and reversal of temporary differences and tax loss 
	4,440 
	
	10,599 

	 Investment relief 
	(835)
	
	(222)

	 Accelerated depreciation and amortisation 
	6,336 
	
	7,162 

	 Financial assets and liabilities 
	(314)
	
	490 

	 Finance lease 
	(747)
	
	3,452 

	 Other 
	- 
	
	(283)

	
	 
	
	 

	 Recognised in equity due to origination
 and reversal of temporary differences and tax loss 
	- 
	
	- 

	
	 
	
	 

	 Balance as at end of the period 
	64,954 
	
	60,514 

	 Investment relief 
	7,170 
	
	8,005 

	 Accelerated depreciation and amortisation 
	44,895 
	
	38,559 

	 Financial assets and liabilities 
	255 
	
	569 

	 Finance lease 
	12,634 
	
	13,381 


	
	 31 December 2006 
	
	31 December 2005

	 Deferred tax assets: 
	
	
	

	 Long term 
	799 
	
	1,313 

	 Short term 
	13,630 
	
	12,175 

	
	14,429 
	
	13,488 

	
	
	
	

	 Deferred tax liabilities: 
	
	
	

	 Long term 
	64,383 
	
	59,355 

	 Short term 
	571 
	
	1,159 

	
	64,954 
	
	60,514 


Unrecognised tax assets

Due to the long term nature of investments in subsidiaries and associates the Company did not recognise certain deferred tax assets. The amounts of deductible temporary differences for which a deferred tax asset has not been recognised are shown in the table below:

	
	 31 December 2006 
	
	 31 December 2005 

	 Temporary differences associated with investments in subsidiaries and associates 
	48,339 
	
	58,498 


There are no expiry dates for temporary differences for which a deffered tax asset has not been recognised. 
Temporary differences associated with investments in subsidiaries and associates for which deferred tax liabilities have not been recognised
Due to the long term nature of investments in subsidiaries and associates and the Company’s ability to control reversals for tax purposes, the Company has not recognised temporary differences in the amount of PLN 4,163 thousand (31 December 2005: PLN 16,255 thousand).

15. Retirement severance provision

According to the Polish employment regulations, employees have the right to retirement severances payments. The amount provided as at 31 December 2006 amounted to PLN 1,217 thousand (31 December 2005: PLN 1,138 thousand). In 2006 costs of retirement severance provison amounted to PLN 79  thousand. 

16. Provisions

	
	2006
	
	2005

	 Balance as at beginning of the period 
	3,089 
	
	581 

	     Provision for restructuring 
	- 
	
	581 

	     Provision for legal claims 
	3,089 
	
	- 

	
	 
	
	 

	 Additional provisions 
	14,550 
	
	3,089 

	     Provision for restructuring 
	14,550 
	
	- 

	     Provision for legal claims 
	- 
	
	3,089 

	
	 
	
	 

	 Provisions used during the period 
	(9,190)
	
	(539)

	     Provision for restructuring 
	(9,190)
	
	(539)

	
	 
	
	 

	 Unused provisions reversed 
	(4,724)
	
	(42)

	     Provision for restructuring 
	(2,122)
	
	(42)

	     Provision for legal claims 
	(2,602)
	
	- 

	
	 
	
	 

	 Balance as at end of the period 
	3,725 
	
	3,089 

	     Provision for restructuring 
	3,238 
	
	- 

	     Provision for legal claims 
	487 
	
	3,089 

	
	 
	
	 

	 Current part 
	3,725 
	
	3,089 

	     Provision for restructuring 
	3,238 
	
	- 

	     Provision for legal claims 
	487 
	
	3,089 


(i) Provision for restructuring 
Provisons for restructuring connected with the closure of Nowy Dzien and for the plan to optimize the current business model of the Agora Group were set up in the first quarter of 2006 and in the third quarter of 2006, respectively. As at 31 December 2006 the provison relates to the severances, which will be paid to laid-off employees.

(ii)
 Provision for legal claims

The Company is a defendant in court cases. As at 31 December 2006 the Company evaluated the risk of loss and payment of indemnities in those cases. The amount of indemnities was determined based on consultation with Company’s lawyers taking into account the present status of those cases and information available. 

17. Non-current and current deferred revenues and accruals

	
	31 December 2006
	
	31 December 2005

	 Non-current 
	
	
	

	   Deferred revenues 
	- 
	
	4 

	     - other 
	- 
	
	4 

	
	- 
	
	4 

	 Current 
	 
	
	 

	   Accruals 
	27,085 
	
	21,180 

	     - holiday leave pay provision 
	8,791 
	
	8,765 

	     - employee incentive plan 
	5,244 
	
	4,815 

	     - payroll accrual 
	1,721 
	
	1,476 

	     - accrual for costs 
	11,329 
	
	6,124 

	
	 
	
	 

	   Deferred revenues 
	4,657 
	
	5,104 

	     - prepeyments for advertising services 
	3,012 
	
	3,038 

	     - court costs to be receovered 
	963 
	
	1,040 

	     - other 
	682 
	
	1,026 

	
	31,742 
	
	26,284 


18. Accounts payable
	
	 31 December 2006 
	
	31 December 2005

	 Trade payables 
	54,910 
	
	87,865 

	 Other taxes and social security 
	8,572 
	
	6,694 

	 Other 
	2,706 
	
	1,827 

	 Social Fund 
	17,740 
	
	16,044 

	
	83,928 
	
	112,430 


Trade payables are non-interest bearing and are normally settled within 14-21 days. Taxes and social security payables are non-interest bearing and are usually settled monthly. 

Accounts payable include payablest to related parties – details are presented in note 36.
19. Sales

	
	2006
	
	2005

	 Sales of advertising services 
	566,625 
	
	553,561 

	 Sales of newspapers and magazines 
	178,661 
	
	236,508 

	 Sales of goods for resale 
	120,931 
	
	186,169 

	 Other sales 
	69,917 
	
	59,018 

	
	936,134 
	
	1,035,256 


Included in sales of advertising services are barter sales of PLN 37,146 thousand (2005: PLN 36,481 thousand).

20. Expenses by nature

	
	2006
	
	2005

	 Depreciation of property, plant and equipment (note 4) 
	46,544 
	
	57,222 

	 Amortisation of intangibles (note 3) 
	3,814 
	
	3,566 

	 Raw materials, energy and consumables 
	215,651 
	
	259,484 

	 Advertising and promotion costs 
	212,399 
	
	195,544 

	 Property operating lease rentals 
	5,651 
	
	5,960 

	 Taxes and similar charges 
	4,603 
	
	6,254 

	 Other external services rendered 
	229,842 
	
	195,884 

	 Staff costs (note 23) 
	230,718 
	
	198,001 

	 Total expenses by nature 
	949,222 
	
	921,915 

	 Cost of production for in-house use 
	(1,541)
	
	(789)

	 Total operating costs 
	947,681 
	
	921,126 

	 Selling expenses 
	(304,603)
	
	(280,952)

	 Administrative expenses 
	(105,662)
	
	(101,886)

	 Cost of sales 
	537,416 
	
	538,288 


21. Other operating income

	
	2006
	
	2005

	 Gain on disposal of non-financial non-current assets 
	100 
	
	180 

	 Grants received 
	400 
	
	642 

	 Reversal of impairment losses for receivables 
	8,452 
	
	13,272 

	 Reversal of write-downs for inventories 
	- 
	
	51 

	 Reversal of provision for restructuring 
	376 
	
	42 

	 Donations received 
	559 
	
	1,233 

	 Liabilities written off 
	261 
	
	63 

	 Reversal of provision for legal claims 
	2,602 
	
	- 

	 Other 
	239 
	
	1,017 

	
	12,989 
	
	16,500 


The reversal of impairment losses for receivables results form repayment of receivables, which were previously classified as doubtful. 

22. Other operating expenses

	
	2006
	
	2005

	 Impairment losses recognised for receivables 
	14,007 
	
	13,484 

	 Impairment losses recognised for non-financial non-current assets 
	- 
	
	1,120 

	 Impairment losses recognised for inventories 
	- 
	
	545 

	 Donations 
	789 
	
	152 

	 Provisions recognised 
	- 
	
	3,089 

	 Restructuring costs 
	5,096 
	
	- 

	 Other 
	1,593 
	
	1,209 

	
	21,485 
	
	19,599 


Impairment losses for receivables relate to receivables classified as doubtful.
23. Staff costs

	
	2006
	
	2005

	 Wages and salaries 
	166,556 
	
	157,963 

	 Social security costs 
	33,996 
	
	33,848 

	 Equity settled transactions 
	30,166 
	
	6,190 

	
	230,718 
	
	198,001 

	
	
	
	

	 Average number of persons employed 
	2,725 
	
	2,682 


24. Management Board and Supervisory Board remuneration

Remuneration of Management Board and Supervisory Board members of Agora SA:

	
	2006
	
	2005

	 Management Board 
	
	
	

	     Wanda Rapaczynski 
	550 
	
	551 

	     Piotr Niemczycki 
	542 
	
	543 

	     Zbigniew Bak 
	728 
	
	792 

	     Jarosław Szalinski  
	585 
	
	579 

	 Management Board 
	2,405 
	
	2,465 

	 Supervisory Board 
	
	
	

	     Anna Fornalczyk 
	- 
	
	59 

	     Andrzej Szlezak 
	54 
	
	- 

	     Sanford Schwartz 
	72 
	
	59 

	     Tomasz Sielicki 
	72 
	
	59 

	     Stanisław Soltysinski 
	53 
	
	83 

	     Louis Zachary 
	35 
	
	59 

	     Sławomir Sikora 
	74 
	
	- 

	     Richard Bruce Rabb 
	37 
	
	- 

	 Supervisory Board 
	397 
	
	319 


Management Board and Supervisory Board members did not receive any remuneration from subsidiaries and associate companies. 
25. Share-based payments

In the Company the share incentive plans fueled by Agora’s shares are run. These plans fall within the scope of IFRS 2 "Share-based Payment" which came into force from 1 January 2005.
During periods covered by these financial statements, the following incentive plans were carried out in the Group:

A. Incentive plan based on investment certificates,
B. Employee Stock Purchase Plan and Stock Incentive Plan for management (carried out until the end of 2004).
A. Incentive plan based on investment certificates

Eligible employees participate in an incentive plan based on investment certificates in Participatory Closed Mutual Fund (PCMF), managed by Skarbiec Towarzystwo Funduszy Inwestycyjnych SA.

The number of certificates granted depends on meeting performance criteria, not on market conditions.

The summary of the plan:

	
	Incentive Plan 2006
(certificates C and D)
	Incentive Plan 2005
(cerificates A and B)

	Grant date - date of the resolution of shareholders of Agora Holding Sp. z o.o. on grant of shares
	
21 December 2006
	
20 December 2005

	Month in which certificates are purchased by eligible employees
	September 2006
	October 2005

	Total number of certificates purchased by employees of the Company
	685,792
	758,667

	Vesting date and vesting period
	Certificates C
25 June 2007, 9 months (October 2006 – 
June 2007) 
for 344,240 certificates 

Certificates D
25 June 2008, 21 months (October 2006 –  June 2008) for 341,552 certificates
1.5 Agora’s share falls on each certificate C and 0.5 Agora’s share falls on each certificate D.  
	Certificates A
25 June 2006, 8 months (November 2005 –
 June 2006) 
for 306,673 certificates 

Certificates B
25 June 2007, 20 months (November 2005 –  June 2007) for 451,994 certificates 
1 Agora’s share falls on each certificate A and B.

	Vesting conditions
	described in incentive plan regulations, specifically the employment in Group companies as at the vesting date

	Purchase price of each certificate
	PLN 1
	PLN 1

	Type of the plan
	equity settled
	equity settled

	During the vesting period Agora Holding Sp. z o.o. has a irrevocable, unconditional right to buy back certificates for purchase price.


The fair value of certificates is determined by applying valuation model, which takes into consideration such variables as: market value of Agora's shares, specific characteristics and running costs of the fund as well as the kind of shares and rights associated with the certificates. Consequently, the discount factor was established at the level of 23.6% (detailed description of the valuation model is disclosed below).

The fair value of certificates is established as at the grant date and posted to the income statement from the month following the month in which certificates are purchased. The costs are recognized over the vesting period.

Historical ratio of forfeited certificates (FR ratio, described below) adjusts the number of certificates granted included in the calculation of incentive plan cost (due to non-compliance with conditions attached to the scheme - obligation to work in the Group, in particular).

The fair value of investment certificates and the total cost of the Group as at the grant date was determined using the following formula:

FMV = (B-S@grant date) x (1-CD),

Cost = FMV x IC x (1-FR)

where:

1. FMV - fair market value of certificate as at the grant date,

2. B-S@grant date - the value of certificates as at the grant date, calculated using Black - Scholes model   (B-S), with following assumptions:

a. the value of certificates as at the grant date was determined as weighted average of 6 month and 18 month European call option for Agora's shares as at that date for certificates vesting on 25 June 2006  and 25 June 2007 (certificates A and C) and on 25 June 2007 and 25 June 2008 (certificates B and D) respectively,

b. parameters of B-S model:

	
	
	Incentive Plan 2006
(certificates C and D)
	Incentive Plan 2005
(cerificates A and B)

	Market value of base instrument (Agora' share)
	PLN
	36.2
	69.5

	Volatility of 6 month option
	%
	30%
	17%

	Volatility of 18 month option
	%
	51%
	29%

	Exercise price of the option
	PLN
	1.0
	1.0

	Risk-free rate
	%
	4.3%
	4.4%

	6 month option value
	PLN
	35.2
	68.5

	18 month option value
	PLN
	35.3
	68.6


3. CD - discount for closed mutual fund, representing:

a. valuation of closed funds assets,

b. rights of owners of PCMF certificates,
c. PCMF's running costs.

4. IC - total number of certificates in PCMF purchased by employees,

5. FR - factor which adjusts the number of certificates by the historic percentage of forfeited shares by employees which did not fulfil vesting conditions in past schemes,

6. the valuation calculation:

	
	
	IIncentive Plan 2006
(certificates C and D)
	Incentive Plan 2005
(cerificates A and B)

	 B-S@grant date 
	PLN
	35.2
	68.5

	 CD
	%
	23.6%
	23.6%

	Market value of certificates as at grant date
	PLN
	40.4 (C)
13.5 (D)
	52.4

	 FR
	%
	2.7%
	3.0%

	 IC
	in number of certificates
	685,792
	758,667

	 Total cost
	PLN thousand
	17,953
	38,562


The impact of share-based payments on the financial statements of Agora SA:
	
	2006
	
	2005

	Income statement – staff costs
	30,166 
	
	6,190 

	Equity
	30,166 
	
	6,190 


The impact on the Company’s financial statements described above, result exclusively from recognition of costs in  2006 of the plans carried out in 2005 and new incentive plans of 2006 (in 2005 - the plans carried out in 2005 only). 

The table below shows the number of certificates purchased by the employees of the Company in incentive scheme (in number of certificates, including certificates purchased by the Management Board of Agora SA):
	
	2006
	
	2005

	At the beginning of the period
	758,667 
	
	- 

	Granted
	685,792 
	
	758,667 

	Forfeited
	(10,472)
	
	- 

	Vested
	(302,084)
	
	- 

	At the end of the period
	1,131,903 
	
	758,667 


Investment certificates acquired by Management Board of Agora SA (number of certificates):
	
	As at 
31 December 2006
	
	Sold 
in 2006
	
	Acquired 
in 2006
	
	As at 
31 December 2005

	Incentive plan 2005
	
	
	
	
	
	
	

	Wanda Rapaczynski
	145,321 
	
	- 
	
	- 
	
	145,321 

	Piotr Niemczycki
	16,286 
	
	- 
	
	- 
	
	16,286 

	Zbigniew Bak
	11,896 
	
	(11,896)
	
	- 
	
	23,792 

	Jaroslaw Szalinski
	7,462 
	
	(7,463)
	
	- 
	
	14,925 

	
	180,965 
	
	(19,359)
	
	- 
	
	200,324 

	Incentive plan 2006
	
	
	
	
	
	
	

	Wanda Rapaczynski
	22,311 
	
	- 
	
	22,311 
	
	- 

	Piotr Niemczycki
	16,286 
	
	- 
	
	16,286 
	
	- 

	Zbigniew Bak
	11,896 
	
	- 
	
	11,896 
	
	- 

	Jaroslaw Szalinski
	15,838 
	
	- 
	
	15,838 
	
	- 

	
	66,331 
	
	- 
	
	66,331 
	
	- 


Vesting date and vesting period for certificates purchased by Management Board of Agora SA:

	Certificates
	
	Vesting date
	
	Vesting period
	
	Time interval
	
	Number of certificates

	A
	
	25 June 2006 
	
	8 months
	
	November 2005 – June 2006  
	
	27,502

	B
	
	25 June 2007  
	
	20 months
	
	November 2005 –   June 2007  
	
	172,822

	C
	
	25 June 2007  
	
	9 months
	
	October 2006 –   June 2007  
	
	33,166

	D
	
	25 June 2008  
	
	21 months
	
	October 2006 –   June 2008  
	
	33,165


In 2006 non-cash expense of the investment certificates acquired by Management Board recognized according to IFRS 2 amounted to PLN 6,816 thousand ( in 2005: PLN 1,228 thousand). 

B – Employee Stock Purchase Plan and Stock Incentive Plan for management (carried out until the end of 2004).
In these plans, Agora Holding Sp. z o.o. sold Agora’s shares to eligible employees for fixed price of PLN 1 for each share with following restrictions: they were registered, not admitted for public trade and could not be sold for a period up to 10 years.
During the vesting period Agora Holding Sp. z o.o. has an irrevocable right to buy back shares for PLN 1 in case of non-compliance with share incentive plan regulations by employees (including obligation to work for Group company during the vesting period).
The number of shares granted depended on eligible managers meeting performance criteria (non-market criteria). 
The number of shares granted presents the table below (including shares granted to the Management Board of Agora SA):

	
	2006
	
	2005

	 Balance as at beginning of the period 
	4,515,496 
	
	7,011,746 

	 Granted 
	- 
	
	- 

	 Forfeited 
	(12,619)
	
	(54,708)

	 Vested 
	(1,688,982)
	
	(2,441,542)

	 Balance as at end of the period 
	2,813,895 
	
	4,515,496 


The shares granted have vesting and selling restrictions (with selling obligation) for the period from 5 to 10 years (up to 2010). 
The shares not yet vested as at 31 December 2004 were granted before 7 November 2002; consequently they are outside the scope of IFRS 2 (they are not valuated and recognised in the books). As a result they do not affect the results and equity of the Group. 

All shares have full dividend and voting rights.
Shares purchased by Management Board of Agora (until 2004)
Agora’s shares owned by the Management Board members acquired in accordance with the employee incentive plans as well as following the change of the legal form of the Company for PLN 1. The number of shares held by the Management Board presents the table below.
	
	As at
	
	Acquired
	
	As at 31 December 2005

	
	31 December 2006
	
	in 2006
	
	

	Wanda Rapaczynski
	1 301 857
	
	- 
	
	1 301 857

	Piotr Niemczycki
	1 548 372
	
	- 
	
	1 548 372

	Zbigniew Bak
	130,850 
	
	- 
	
	130,850 

	Jarosław Szalinski
	9,218 
	
	- 
	
	9,218 


26. Finance income

	
	2006
	
	2005

	 Dividends 
	23,769 
	
	37,725 

	 Interests on loans and similar items 
	6,140 
	
	11,059 

	 Other interest and income from short-term financial assets 
	9,940 
	
	13,088 

	 F/x gains 
	- 
	
	8,694 

	 Other 
	14 
	
	5 

	
	39,863 
	
	70,571 


27. Finance cost

	
	2006
	
	2005

	 Interest on loans payable 
	6,647 
	
	9,008 

	 Other interest 
	39 
	
	40 

	 Loss on sale of financial assets 
	343 
	
	2,100 

	 Impairment losses recognised for financial  assets 
	9,061 
	
	10,828 

	 F/x losses 
	10,433 
	
	- 

	 Other 
	38 
	
	21 

	
	26,561 
	
	21,997 


No interest was capitalised either in  2006 or in 2005.

28. Income taxes

	
	2006
	
	2005

	 Current tax expense 
	
	
	

	 Current year 
	- 
	
	(15,565)

	 Adjustments for prior periods 
	258 
	
	(510)

	
	258 
	
	(16,075)

	 Deferred tax expense 
	
	
	

	 Origination and reversal of temporary differences 
	(4,357)
	
	(8,649)

	 Origination of tax loss
	859 
	
	- 

	 The amount of benefit from a previously unrecognised temporary difference of a prior period
	- 
	
	72 

	
	(3,498)
	
	(8,577)

	 Total tax expense recognised in the income statement 
	(3,240)
	
	(24,652)


Income tax expense recognised in the income statement

Current tax receivables and liabilities are expected to be recovered or settled within one year.

The tax on the Company’s profit before tax differs from the theoretical amount that would arise using the tax rate ruling in the particular year (19%) as follows:
	
	2006
	
	2005

	 Profit / (loss) before tax 
	(6,741)
	
	159,605 

	
	
	
	

	 Tax calculated at a rate of 19% (2005: 19%) 
	1,281 
	
	(30,325)

	
	
	
	

	 Tax effect of: 
	
	
	

	 Dividends 
	4,516 
	
	7,168 

	 Reversal of impairment losses for receivables 
	860 
	
	1,972 

	 Other non-taxable revenues 
	561 
	
	1,214 

	 Share based payments 
	(5,817)
	
	(1,176)

	 Impairment losses for receivables 
	(1,616)
	
	99 

	 Impairment losses for other assets 
	(927)
	
	(1,746)

	 Other non-deductible expenses 
	(1,435)
	
	(610)

	 Other temporary differences on which deferred tax was not recognised 
	(921)
	
	(1,340)

	 Other 
	258 
	
	92 

	 Tax calculated at an effective rate of 48.1% (2005: 15.4%) 
	(3,240)
	
	(24,652)


29. Earnings per share

In calculating earnings per share the following variables were used:

a) as numerators – net profits attributable to equity holders of the Company for the respective years, 

b) as denominators - the average number of shares issued for the current year which is 54,977,535 for  2006 ( 2005: 56,324,104).
	
	2006
	
	2005

	 Issued ordinary shares at the beginning of the period 
	56,324,104 
	
	56,757,525 

	 Effect of own shares held 
	(1,346,569)
	
	(433,421)

	 Weighted average number of ordinary shares at the end 
of the period 
	54,977,535 
	
	56,324,104 


There are no dilutive factors as at 31 December 2006 and in 2005.

30. Financial risk management

Credit risk
Financial assets which potentially subject the Company to concentration of credit risk consist principally of cash, short-term deposits, short-term financial assets, loans granted and trade receivables. 

The Company’s cash equivalents are placed with high credit quality financial institutions or with related entities. All investments are made subject to procedures approved by the Management Board.

It is the Company’s policy that all customers who wish to trade on credit terms are subject to credit verification procedures. Credit risk with respect to trade receivables is limited due to the large number of customers comprising the Group’s customer base and their dispersion across different industries. Accordingly, the Group has no significant concentration of credit risk.

Foreign currency risk
Foreign exchange risk is related to purchases of newsprint which is contracted in EURO, fixed asset purchases and rent of premises which are also partly contracted in foreign currencies, mainly EURO and USD.

Accounts receivable in foreign currency amounted to PLN 82,283 thousand (31 December 2005: PLN 98,881 thousand), principally in USD and EURO. Accounts receivable in foreign currency  include primarily finance lease receivable (the machinery  lease to subsidiary).

Accounts payable requiring settlement in foreign currency amounted to PLN 6,426 thousand (31 December 2005: PLN 4,797 thousand), payable principally in EURO and USD.

The Company does not hedge against exchange rate risk on a long term basis (because of the high cost of long term hedging). From time to time, the Company may still enter into short term forward currency contracts with maturity up to three months.
Interest rate risk
The Company invests in short-term deposits and short-term securities with variable interest rates specific to liquid financial instruments of minimum risk, or other securities paying a premium on redemption. All the deposits and securities mature within one year.

Additionally, the Company has interest bearing bank loans with interest at a floating rate based on WIBOR + margin. 

31. Information about financial instruments

As at 31 December 2006:

1) General information
	
	Bank deposits
	Loans granted
	Bank loan

	a) Classification
	Loans and receivables
	Loans and receivables
	Financial liability

	b) Nature of the instrument
	Short-term low risk or risk free investments
	14 long- and short-term loans
	Bank loan



	c) Value of the instrument
	PLN 252,009 thousand
	PLN 64,153 thousand
	Bank loan = PLN 140,025 thousand

	d) Value of the instrument in foreign currency, if applicable
	n/a
	n/a
	n/a

	e) Purpose of the instrument
	Investing of cash surpluses
	Financing of subsidiaries and associates
	 Investment needs

	f) Amount on which future payments are based
	Total value of deposits
	Face value
	Face value

	g) Amount and timing of future cash receipts or payments
	Interest depending on maturity
	Interest depending on maturity
	Interests paid monthly

	h) Date of repricing, maturity, expiry or execution 
	Liquid – overnight or for 2-4 weeks
	According to agreements
	Bank loan – instalments paid quarterly from 31 March 2007 to 31 December 2010

	i) Early settlement option
	Any time
	Termination of agreements
	Possible

	j) Execution price or range of prices
	Face value plus interests
	Face value plus interests
	Face value plus interests

	k) Option to convert or exchange instrument to other asset or liability 
	None
	None
	None

	l) Stated rate or amount of interest, dividend or other periodic return and the timing of payments
	Floating, WIBOR + margin

Timing of payments– maturity 
	Most often – WIBOR + margin

Timing of payments–instalments or at maturity date
	Bank loans – WIBOR + margin

Timing of payments– monthly

	m) Collateral held or pledged
	None
	Majority of loans without collaterals, for other bills of exchange
	Bank loans – collateral described in note 13.


	n) Above information for the instrument in exchange for 
	n/a
	n/a
	n/a

	o) Other conditions
	None
	None
	Bank loan is repayable when the level of  2 out of 3 financial ratios defined in the agreement falls outside levels set in the agreement

	p) Type of risk associated with the instrument
	Interest rate, credit risk of financial institution
	Interest rate, credit risk of subsidiaries and associates
	Interest rate

	q) The amount of liabilities from the instruments
	None
	None
	None

	r) Fair value of the instrument
	Equal to carrying value
	Equal to carrying value
	Equal to carrying value

	s) Method of fair value determination
	Discounted cash flow
	Discounted cash flow
	Discounted cash flow


Interest rate risk

	t) Description of the risk
	Low due to floating rate
	Low due to floating rate
	Low due to floating rate

	u) Contractual repricing or maturity date
	See point h)
	See point h)
	See point h)

	w) Effective interest rate
	Close to nominal
	Close to nominal
	Close to nominal


Credit risk

	x) Description of the risk
	Depending on the creditworthiness of the bank
	Depending on the creditworthiness of the subsidiaries and  associates
	None

	
	Bank deposits
	Loans granted
	Bank loan

	y) Maximum credit risk exposure
	Amount deposited less amount from BFG
	Amount deposited
	n/a


As at 31 December 2005:

1) General information
	
	Bank deposits
	Short-term financial assets
	Debt securities
	Loans granted
	Bank loan

	a) Classification
	Loans and receivables
	Certificates in investment funds – financial asset at fair value through profit or loss
	Available-for-sale financial assets
	Loans and receivables
	Financial liability

	b) Nature of the instrument
	Short-term low risk or risk free investments
	Short-term low risk or risk free investments
	Debt securities of associates
	89 long- and short-term loans
	Bank loan

	c) Value of the instrument
	PLN 54,457 thousand
	Buy-sell-back = PLN 71,502 thousand


	PLN 912 thousand
	PLN 42,466 thousand
	PLN 139,480 thousand



	d) Value of the instrument in foreign currency, if applicable
	n/a
	n/a
	n/a
	n/a
	n/a

	e) Purpose of the instrument
	Investing of cash surpluses
	Investing of cash surpluses
	Short-term financing of associates
	Financing of subsidiaries and associates
	Investment needs



	f) Amount on which future payments are based
	Total value of deposits
	Total value of investments
	Face value = PLN 937 thousand
	Face value
	Face value

	g) Amount and timing of future cash receipts or payments
	Interest depending on maturity
	Interest depending on maturity
	Discount of PLN 25 thousand
	Interest depending on maturity
	Interests paid monthly

	h) Date of repricing, maturity, expiry or execution 
	Liquid – overnight or for 2-4 weeks
	Liquid
	22 April 2006 and 30 November 2006
	According to agreements
	Instalments paid quarterly from 31 March 2007 to 31 December 2010


	
	Bank deposits
	Short-term financial assets
	Debt securities
	Loans granted
	Bank loan

	i) Early settlement option
	Any time
	Any time
	Any time
	Termination of agreements
	Possible

	j) Execution price or range of prices
	Face value plus interests
	Face value plus interests
	PLN 937 thousand
	Face value plus interests
	Face value plus interests

	k) Option to convert or exchange instrument to other asset or liability 
	None
	None
	None
	None
	None

	l) Stated rate or amount of interest, dividend or other periodic return and the timing of payments
	Floating, WIBOR + margin

Timing of payments– maturity 
	According to valuation of certificates and WIBOR + margin

Timing of payments– maturity
	Yield: 6.3% - 6.9%
	Most often – WIBOR + margin

Timing of payments–instalments or at maturity date
	WIBOR + margin

Timing of payments– monthly



	m) Collateral held or pledged
	None
	None
	None
	Majority of loans without collaterals, for other bills of exchange
	Collateral described in note 13.

	n) Above information for the instrument in exchange for 
	n/a
	n/a
	n/a
	n/a
	n/a

	o) Other conditions
	None
	None
	None
	None
	Bank loan is repayable when the level of  2 out of 3 financial ratios defined in the agreement falls outside levels set in the agreement

	p) Type of risk associated with the instrument
	Interest rate, credit risk of financial institution
	Interest rate, credit risk of financial institution
	Interest rate, credit risk of associates
	Interest rate, credit risk of subsidiaries and associates
	Interest rate

	q) The amount of liabilities from the instruments
	None
	None
	None
	None
	None

	r) Fair value of the instrument
	Equal to carrying value
	Equal to carrying value
	Equal to carrying value
	Equal to carrying value
	Equal to carrying value

	s) Method of fair value determination
	Discounted cash flow
	Market quotations
	Discounted cash flow
	Discounted cash flow
	Discounted cash flow


Interest rate risk

	
	Bank deposits
	Short-term financial assets
	Debt securities
	Loans granted
	Bank loan

	t) Description of the risk
	Low due to floating rate
	Low due to floating rate
	Low due to floating rate
	Low due to floating rate
	Low due to floating rate

	u) Contractual repricing or maturity date
	See point h)
	See point h)
	See point h)
	See point h)
	See point h)

	w) Effective interest rate
	Close to nominal
	Close to nominal
	Close to nominal
	Close to nominal
	Close to nominal


Credit risk

	x) Description of the risk
	Depending on the creditworthiness of the bank
	Depending on the creditworthiness of the financial institution
	Depending on the creditworthiness of the associates
	Depending on the creditworthiness of the subsidiaries and associates
	None

	y) Maximum credit risk exposure
	Amount deposited less amount from BFG
	Amount deposited
	Amount deposited
	Amount deposited
	n/a


2) Detailed information about financial instruments

	
	2006
	
	2005

	 Interest income on financial assets 
	
	
	

	     Bank deposits 
	7,219 
	
	6,102 

	     Treasury bills and certificates in investment funds 
	2,721 
	
	6,986 

	     Loans granted 
	221 
	
	5,231 

	     Finance lease and other 
	5,589 
	
	5,603 

	
	
	
	

	 Impairment losses recognised for financial  assets 
	
	
	

	     Loans granted 
	(1,822)
	
	(6,563)

	
	
	
	

	 Interest income accrued on impaired financial assets 
	
	
	

	     Loans granted 
	2,343 
	
	3,198 

	
	
	
	

	 Interest expense on financial liabilities 
	
	
	

	     Bank loans 
	(6,647)
	
	(8,266)


32. Capital and investment commitments

Contractual capital and investment commitments existing at the balance sheet date amounted to PLN 902 thousand (31 December 2005: PLN 369 thousand). 

As of 31 December 2006 future capital and investment expenditures budgeted by the Company for the following 12 months amounted to PLN 13,066 thousand (31 December 2005: PLN 13,149 thousand).

33. Contingencies

As of 31 December 2006 the Company had contingent liabilities in respect of bank and other guarantees and other matters arising in the ordinary course of business from which it is anticipated that no material liabilities will arise, other than those noted below.

	Benefiting party
	
	Debtor
	
	Valid till
	
	Amount
	
	Provisions booked

	
	
	
	
	
	
	
	
	

	Guarantees provided by Agora SA

	Pekao SA
	
	Agora's employees
	
	31 Mar 2008 - 30 Oct 2010
	
	                740 
	
	                     -   

	
	
	
	
	
	
	                740 
	
	                     -   


34. Commitments under operating leases
The future minimum lease payments under non-cancellable operating leases  are summarised as follows:

	
	 31 December 2006 
	
	 31 December 2005 

	 Within one year 
	3,672 
	
	3,995 

	 Between one and five years 
	4,374 
	
	4,480 

	 More then five years 
	305 
	
	651 

	 Total 
	8,351 
	
	9,126 


The amounts disclosed above include 22% VAT that the Company will be able to recover. 

The majority of lease payments are denominated in PLN.

The total value of minimum lease payments denominated in foreign currencies amounts to EUR 725 thousand (31 December 2005: EUR 621 thousand) and USD 77 thousand (31 December 2005: USD 129 thousand) which is equivalent to PLN 3,000 thousand (31 December 2005: PLN 2,820 thousand).
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The amount of minimum lease payments recognised in the income statements is shown in Note 20.
35. Group companies

Basic information about the companies from the Agora Group: 

	 Companies consolidated 
	% of shares held
	
	 Assets 
	
	 Liabilities 
	
	 Sales 
	
	 Net result 

	
	effectively
	
	
	
	
	
	
	
	

	
	
	2006
	2005
	
	2006
	2005
	
	2006
	2005
	
	2006
	2005
	
	2006
	2005

	    1 
	Agora Poligrafia Sp. z o.o., Tychy
	100.0%
	100.0%
	
	155,396 
	154,250 
	
	87,688 
	105,302 
	
	64,830 
	55,190 
	
	24,602 
	441 

	    2 
	Art Marketing Syndicate SA (AMS), Poznań
	100.0%
	99.8%
	
	152,195 
	107,896 
	
	47,177 
	32,972 
	
	183,492 
	178,524 
	
	38,141 
	27,443 

	    3 
	Radio Trefl Sp. z o.o., Sopot (1)
	99.9%
	99.9%
	
	1,500 
	1,453 
	
	585 
	630 
	
	1,586 
	2,274 
	
	92 
	310 

	    4 
	IM 40 Sp. z o.o., Warszawa
	72.0%
	72.0%
	
	6,677 
	6,309 
	
	1,325 
	2,372 
	
	12,316 
	11,673 
	
	3,809 
	2,457 

	    5 
	GRA Sp. z o.o., Warszawa (3)
	100.0%
	100.0%
	
	32,198 
	28,000 
	
	68,795 
	53,767 
	
	64,456 
	43,422 
	
	(14,447)
	(10,758)

	    6 
	Barys Sp. z o.o., Tychy (1)
	89.8%
	89.8%
	
	434 
	468 
	
	5,517 
	5,321 
	
	- 
	- 
	
	(229)
	(274)

	    7 
	Agencja Reklamowa Jowisz Sp. z o.o., 
 Jelenia Góra (1)
	100.0%
	100.0%
	
	120 
	134 
	
	3,108 
	2,993 
	
	13 
	26 
	
	(128)
	(263)

	    8 
	Adpol Sp. z o.o., Warszawa (2)
	100.0%
	99.8%
	
	5,548 
	4,933 
	
	1,519 
	1,199 
	
	10,652 
	11,846 
	
	2,649 
	2,845 

	    9 
	Akcent Media Sp. z o.o., Poznań (2)
	100.0%
	99.8%
	
	2,456 
	2,204 
	
	2,018 
	1,739 
	
	15,479 
	15,208 
	
	374 
	1,467 

	  10 
	Multimedia Plus Sp. z o.o., Śrem
	100.0%
	76.0%
	
	223 
	141 
	
	1,469 
	1,435 
	
	216 
	216 
	
	48 
	(28)

	  11 
	Lokalne Radio w Opolu Sp. z o.o., Opole
	100.0%
	100.0%
	
	79 
	66 
	
	206 
	88 
	
	- 
	1 
	
	(105)
	(51)

	  12 
	Inforadio Sp. z o.o., Warszawa
	66.1%
	66.1%
	
	2,235 
	2,619 
	
	64,916 
	60,670 
	
	4,716 
	2,756 
	
	(4,649)
	(7,937)

	  13 
	Regionalne Przedsiębiorstwo Związkowe 
 Sp. z o.o., Tychy 
	100.0%
	100.0%
	
	309 
	378 
	
	9,013 
	8,434 
	
	731 
	797 
	
	(648)
	(508)

	  14 
	Tres Sp. z o.o., Sieradz
	100.0%
	48.5%
	
	1,496 
	1,529 
	
	1,248 
	1,648 
	
	1,705 
	3,243 
	
	333 
	410 

	  15 
	Agora TC Sp. z o.o., Warszawa
	100.0%
	100.0%
	
	2,434 
	47 
	
	1,131 
	12 
	
	11,585 
	- 
	
	1,261 
	(29)

	  16 
	BOR Sp. z o.o., Poznań
	100.0%
	50.1%
	
	3,694 
	2,276 
	
	5,583 
	5,887 
	
	9,988 
	10,496 
	
	1,693 
	136 

	  17 
	Jan Babczyszyn Radio Jazz FM Sp. z o.o., 
 Poznań
	100.0%
	50.0%
	
	607 
	948 
	
	262 
	670 
	
	1,224 
	1,224 
	
	68 
	105 


(1) indirectly, through Grupa Radiowa Agora Sp. z o.o..

(2) indirectly, through AMS SA
(3) In October 2006 GRA mergered with its twelve subsidiaries. The merger was accounted as ‘pooling of interest’. Comparative figues for 2005 were restated thereupon. 
	
	
	
	
	
	100% of selected items 

	 Company accounted for using the equity method 
	% of shares held
	
	 Assets 
	
	 Liabilities 
	
	 Sales 
	
	 Net result 

	
	effectively
	
	
	
	
	
	
	
	

	
	
	2006
	2005
	
	2006
	2005
	
	2006
	2005
	
	2006
	2005
	
	2006
	2005

	    1 
	 Bis Media Sp. z o.o., Lublin  
	49.0%
	49.0%
	
	416 
	678 
	
	1,516 
	1,900 
	
	1,112 
	2,093 
	
	87 
	13 


The remaining companies in which Agora SA owns shares (not listed in the tables presented above) are not consolidated as they are immaterial.
In 2006 Agora SA increased its capital share in the following radio companies:

· In February 2006 Agora SA acquired the shares in Tres Sp. z o.o., with its seat in Sieradz, the broadcaster of the radio program Zlote Przeboje 101.3 FM. Before the transaction Agora held 48.5% of the share capital of Tres. As the result of the transaction between Agora and three individuals - shareholders of Tres, Agora acquired shares constituting a 51.5% stake of the share capital of Tres. After the transaction, Agora owns 100 % of the share capital of Tres (202 shares), entitling the Company to exercise 100% of voting rights at the Annual General Meeting of Shareholders. Agora acquired 104 shares in the share capital of Tres with a total nominal value of PLN 52 thousand for the total price of PLN 2,222 thousand. 
· In August 2006, the Company acquired:
- 2,036 shares in BOR Sp. z o.o., constituting 50% of share capital of BOR, 

- 538 shares in Mulimedia Plus Sp. z o.o., constituting 24% of share capital of MP,

- 3,000 shares in Jan Babczyszyn Jazz  Sp. z o.o. constituting  50% of share capital of Jazz.

Jazz exercises the license for broadcasting radio program Radio 88.4 Zlote Przeboje and MP – 105.4 Roxy FM in Poznan. BOR is an radio operator for both of the mentioned companies.

As a result of the aforementioned transaction Agora holds 100% stake in BOR, MP and Jazz. The sell price of the shares totaled PLN 1,212 thousand, PLN 808 thousand and PLN 1,010 thousand, respectively. 
In January 2006, Agora sold 100 shares in Radio Lokalne Zielona Gora with its seat in Zielona Gora, constituted 100% of the share capital in favour of Region Sp. z o.o. with its seat in Cracow. The sell pirce totalled PLN 630 thousand and the total nominal value of sold shares - PLN 50 thousand.
On 27 July 2006, the Company signed a conditional share disposal agreement of shares constituting 24.0% of share capital of Radio Mazowsze Sp. z o.o. with its seat in Lomianki, at the gross value of PLN 4,265 thousand and receivables at the nominal value of PLN 3,489 thousand with interest (the impairment loss reserve was created for both amounts). The selling price of the shares equaled PLN 64 thousand. Agora SA sold all shares of Mazowsze Sp. z o.o. An ownership of shares shall be transferred on the later of: the date of receiving the payment for the shares or the date of transfer of receivables. On 2 August 2006 the transaction was accomplished.

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

· In January 2006 the Warsaw District Court registered the increase of the share capital of GRA Sp. z o.o. (GRA). All shares were taken up by Agora SA in return for the contribution in 10 radio companies. 
· As a result of the share purchase agreement dated 25 April 2006 between Agora SA and a buyer GRA Sp. z o.o., the Company disposed:
· 3,702 shares constituting 51.0% of the share capital of Elita Sp. z o.o. with its seat in Bydgoszcz. for PLN 937 thousand; the total nominal value of sold shares totalled PLN 1,851 thousand and the book value in Agora's books amounted to PLN 1,181 thousand (together with impairment loss in the amount of PLN 661 thousand); 
· 51 shares constituting 51.0% of the share capital of Klakson Sp. z o.o. with its seat in Wrocław for PLN 478 thousand; the total nominal value of sold shares totalled PLN 26 thousand and the book value in Agora's books amounted to PLN 1,998 thousand. (together with impairment loss of the value of the sold shares in the amount of PLN 1,103 thousand); 
· 174 shares constituting 51.2% of the share capital of Twoje Radio Sp. z o.o. with its seat in Wałbrzych for PLN 5 thousand; the total nominal value of sold shares totalled PLN 87 thousand and the book value in Agora's books amounted to PLN 93 thousand. 
· 1,702 shares constituting 50.0% of the share capital City Radio Sp. z o.o. with its seat in Czestochowa for PLN 5 thousand; the total nominal value of sold shares totalled PLN 851 thousand and the book value in Agora's books amounted to PLN 608 thousand (together with impairment loss of the value of the sold shares in the amount of PLN 241 thousand). 
After these transaction GRA holds 100% of the share capital in the above mentioned radio companies.
· On 31 October 2006 the District Court for the capital city of Warsaw, XIII KRS Commercial Division, registered the merger of twelve radio companies exercising the licenses for broadcasting radio programs with Grupa Radiowa Agory Sp. z o.o. (GRA), a subsidiary of Agora SA.

The companies that were merged with GRA include: 

- City Radio Sp. z o.o. with its seat in Czestochowa,
- Elita Sp. z o.o. with its seat in Bydgoszcz,
- Karolina Sp. zo.o. with its seat in Tychy,
- KKK FM S.A. with its seat in Wroclaw,
- Radio Klakson Sp. z o.o.with its seat in Wroclaw,
- Radio na Fali Sp. z o.o.with its seat in Szczecin,
- O'le Sp. z o.o.with its seat in Opole,
- Radio Pomoże Sp. z o.o.with its seat in Bydgoszcz,
- Radio Wanda Sp. z o.o.with its seat in Cracow,
- ROM Sp. z o.o.with its seat in Warsaw,
- Twoje Radio Sp. z o.o.with its seat in Walbrzych,
- WIBOR Sp. z o.o. with its seat in Nowy Sacz.

The merger was executed pursuant to Art. 492 § 1 item 1and Art. 516 § 1, § 5, § 6 (merger by acquisition) of the Commercial Companies Code, this is by transferring all the assets of the twelve companies being acquired to GRA - the acquiring company. Before the merger GRA held 100% of share capital in each of the above 12 companies being acquired therefore pursuant to Art. 515 of the Commercial Companies Code the merger was effected without the increase of the share capital of GRA. Agora SA is the only shareholder of the acquiring company - GRA.

36. Related-party transactions
Table below presents total investments and balances with related parties as at balance sheet date (with comparative figures):
	
	 31 December 2006 
	
	 31 December 2005 

	 Subsidiaries 
	
	
	

	 Shares 
	243,855 
	
	242,512 

	 Non-current loans granted 
	58,875 
	
	36,143 

	 Current loans granted 
	885 
	
	592 

	 Additional paid-in capital 
	1,279 
	
	4,960 

	 Other non-current financial assets 
	- 
	
	1,928 

	 Non-current receivables 
	73,929 
	
	90,183 

	 Trade receivables 
	1,539 
	
	6,061 

	 Other receivables 
	19,672 
	
	7,035 

	 Trade liabilities 
	6,906 
	
	10,908 

	 Other liabilities 
	35 
	
	1,043 

	
	
	
	

	 Associates 
	
	
	

	 Shares 
	754 
	
	4,410 

	 Current debt securities 
	- 
	
	912 

	 Non-current loans granted 
	1,173 
	
	2,196 

	 Current loans granted 
	160 
	
	475 

	
	 31 December 2006 
	
	 31 December 2005 

	 Additional paid-in capital 
	- 
	
	230 

	 Trade receivables 
	1 
	
	758 

	 Other receivables 
	- 
	
	6 

	 Trade liabilities 
	10 
	
	359 

	 Other liabilities 
	- 
	
	206 

	
	
	
	

	
	
	
	

	 Major shareholder 
	
	
	

	 Trade receivables 
	1 
	
	13 

	
	
	
	

	 Management Board of Agora SA 
	
	
	

	 Receivables 
	2 
	
	1 

	
	
	
	

	
	
	
	

	 Management Board of group companies 
	
	
	

	 Receivables 
	215 
	
	194 


Table below presents total transactions with related parties (with comparative figures):
	
	2006
	
	2005

	 Subsidiaries 
	
	
	

	 Sales 
	13,118 
	
	14,934 

	 Purchases 
	(115,338)
	
	(99,608)

	 Other operating revenues 
	85 
	
	- 

	 Other operating expenses 
	(14)
	
	- 

	 Dividend income 
	23,769 
	
	37,726 

	 Interests on loans granted 
	5,677 
	
	10,398 

	 F/x income / (costs) 
	(10,424)
	
	9,077 

	Revenue from financial assets 
	1,425 
	
	1,382 

	 Interest on loans payable 
	(139)
	
	(139)

	
	
	
	

	 Associates 
	
	
	

	 Sales 
	16 
	
	1,914 

	 Purchases 
	(278)
	
	(2,527)

	 Interests on loans granted 
	65 
	
	411 

	 Revenue from financial assets 
	1,659 
	
	937 

	
	
	
	

	 Major shareholder 
	
	
	

	 Sales 
	34 
	
	25 

	 Other operating revenues 
	- 
	
	213 


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

· advertising  and print 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.

37. Accounting estimates and judgments

Estimates and assumptions are continually evaluated and are based on historical experience and best knowledge of the Company as at the date of the estimation. The Company makes estimates and assumptions concerning the future. The resulting accounting estimates, by definition, seldom equal the related actual results. The estimates and assumptions that have a significant risk of causing a material adjustment to the carrying amounts of assets and liabilities concern impairment tests for shares held and intangibles with indefinite useful life (acquired magazine titles). In order to determine their recoverable amounts the cash flow forecasts have been prepared. Basic information about the method applied is summarized below:

	
	Outdoor company
	Magazine titles
	Radio companies

	Carrying amount
	Total investment = PLN 199,556 thousand
	Assets with indefinite useful lives = 

PLN 71,538 thousand
	Total investment =

PLN 116,396 thousand 

	Assumptions
	Budget for the next year and projections of the market for the next years based on the best knowledge of the market, available market data and experience. 

	Period of projections
	4 years
	5 years
	5 years

	Growth rate used to extrapolate cash flows 
	2%
	none
	2%

	Discount rate
	9.60%
	7.85%
	8.75%


The Company has recognized the impairment loss for the value of investment in GRA in the amount of PLN 7,239 thousand after annual impairment test.

38. Changes in accounting policies

Following the changes described in the financial statements for 2005, the financial data as at and for twelve months ended 31 December 2005 has been restated. These changes related to the change of classification of printing presses lease agreementsin in unconsolidated cash flow statement.
The summary of changes is presented in the table below:

	
	
	Data presented 
in the financial report for the year of 2005 
	
	Restatement
	
	Comparative data presented in the financial report for  the year of 2006 

	Net cash from operating activities for twelve months ended 31 December 2005
	
	171,285 
	
	(12,068)
	
	159,217 

	Net cash used in investing activities for twelve months ended 31 December 2005
	
	(28,826)
	
	12,068 
	
	(16,758)


39. Selected unconsolidated financial data together with translation into EURO

Selected financial data presented in the financial statements has been translated into EURO in the following way:

· income statement and cash flow statement figures using arithmetic average of exchange rates published by NBP and ruling on the last day of each month during the year. For the year of 2006 EURO 1 = 3.8976; for the year of 2005 EURO 1 = 4.0274.

· balance sheet figures using the average exchange rates published by NBP and ruling on the last day of the year. Exchange rate as at 31 December 2006 – EURO 1 = 3.8312; as at 31 December 2005 – EURO 1 = 3.8598.
	
	
	PLN thousand
	
	EURO thousand

	
	
	Year
	
	Year
	
	Year
	
	Year

	
	
	2006
	
	2005
	
	2006
	
	2005

	
	
	
	
	
	
	
	
	

	Sales
	
	936,134 
	
	1,035,256 
	
	240,182 
	
	257,053 

	Operating profit / (loss)
	
	(20,043)
	
	111,031 
	
	(5,142)
	
	27,569 

	Profit / (loss) before income taxes
	
	(6,741)
	
	159,605 
	
	(1,730)
	
	39,630 

	 Net profit / (loss) 
	
	(9,981)
	
	134,953 
	
	(2,561)
	
	33,509 

	Net cash from operating activities
	
	84,239 
	
	159,217 
	
	21,613 
	
	39,533 

	Net cash used in investing activities
	
	61,671 
	
	(16,758)
	
	15,823 
	
	(4,161)

	Net cash used in financing activities
	
	(33,621)
	
	(157,337)
	
	(8,626)
	
	(39,067)

	Net increase / (decrease) in cash and cash equivalents
	
	112,289 
	
	(14,878)
	
	28,810 
	
	(3,694)

	Total assets
	
	1,409,404 
	
	1,434,053 
	
	367,875 
	
	371,536 

	Non-current liabilities
	
	170,712 
	
	201,028 
	
	44,558 
	
	52,082 

	Current liabilities
	
	154,950 
	
	141,946 
	
	40,444 
	
	36,775 

	Equity 
	
	1,083,742 
	
	1,091,079 
	
	282,873 
	
	282,678 

	Share capital
	
	54,978 
	
	56,758 
	
	14,350 
	
	14,705 

	Number of shares
	
	54,977,535 
	
	56,324,104 
	
	54,977,535 
	
	56,324,104 

	Earnings per share (in PLN / in EURO)
	
	(0.18)
	
	2.40 
	
	(0.05)
	
	0.59 

	Book value per share (in PLN / in EURO)
	
	19.71 
	
	19.37 
	
	5.15 
	
	5.02 


40. Events after the balance sheet date
In March 2007 Agora signed an annex to the credit agreement with Bank Pekao SA, which extended the drawing period of the loan by one year til 31 March 2008 and changed the repayment date to 31 December 2011. 

Warsaw, 12 April 2007
	Wanda Rapaczynski – President of the Management Board
	Signed on the Polish original


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


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


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



	Signature of the person responsible for keeping the accounting records


	Anna  Kacprowicz – Chief Accountant
	Signed on the Polish original
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