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AGORA GROUP
MANAGEMENT DISCUSSION AND ANALYSIS (MD&A) 
FOR THE FIRST HALF OF 2008
TO THE FINANACIAL STATEMENTS
REVENUE PLN 657.1 MILLION

NET PROFIT PLN 40.1 MILLION

OPERATING EBITDA PLN 116.3 MILLION

OPERATING CASHFLOW PLN 82.2 MILLION

FREE CASH FLOW PLN 25.2 MILLION 

Unless indicated otherwise, all data presented herein represent the period of January-June 2008, while comparisons refer to the same period of 2007. All data sources are presented in part IV of this MD&A.
I. IMPORTANT EVENTS AND FACTORS WHICH INFLUENCE THE FINANCIALS OF THE GROUP 

· Revenues of the Group amounted to PLN 657.1 million and increased by 3.3%. Advertising sales reached PLN 473.3 million (up 14.7%), revenues from copy sales PLN 102.8 million (up 1.7%) and book sales PLN 33.3 million (down 58.8%). 

· According to Agora’s estimates, in the first half of 2008, advertising spending for all media amounted to PLN 4 billion (up nearly 17% yoy). Internet grew the fastest, at 39% rate. Spending on TV reached 18%, on outdoor 14% and on radio 15%. Dailies grew 8 % and magazines nearly 10%.

· Gazeta’s advertising sales reached PLN 271.3 million (up 9.4%) and its copy sales generated PLN 79.2 million in revenues (up 1.5%). During the period, Gazeta sold 418 thousand copies on average, while its share in total newspaper advertising spending grew to nearly 43%. Free daily Metro increased its advertising revenues by 36.6% and reached positive operating EBITDA of PLN 0.5 million.

· AMS grew revenues by 10.8% to PLN 93.5 million and delivered 19.5% operating EBITDA margin. 

· Revenues of magazines reached PLN 56.7 million (up 7.6%) and the segment’s operating EBITDA increased by 15.9 %. 

· Radio stations grew revenues by 25.3% to PLN 41.6 million and posted positive operating EBITDA of PLN 4.3 million. 

· Revenues from the Group’s Internet operations were PLN 22.2 million (PLN 11.8 million more than last year) ([6]). In June 2008 total reach of all Agora’s brands stood at 47.8%.
· In the first half of 2008 total operating expense of the Group reached PLN 604.3 million and increased by 4.7%. This was caused by previously announced salary regulations, higher promotion and marketing expense, as well as headcount increase in the Internet division.

· Operating EBITDA of the Group stood at PLN 116.3 million (decrease by 0.6%), while its operating EBITDA margin reached 17.7%. The Group’s net profit attributable to the equity holders of the parent amounted to PLN 40.2 million. 

· In the first half of 2008 Agora purchased 100% shares of Trader.com (Polska) Sp. z o.o. The acquisition of Trader.com (Polska) is in line with the Group’s strategy and constitutes a long-term investment that will allow Agora to expand in the fastest growing segments of the advertising market and will secure its core revenues from classifieds in key categories.

II. EXTERNAL AND INTERNAL FACTORS IMPORTANT FOR THE DEVELOPMENT OF THE GROUP
1. EXTERNAL FACTORS
1.1. Advertising market
According to Agora’s estimates based on public data sources, in the first half of 2008 advertising expenditure on all the media in Poland reached PLN 4 billion and exceeded last-year figures by PLN 570 million (up nearly 17%). Advertisers spent over PLN 290 million on TV (up nearly 18%), PLN 40 million more on dailies (up 8%), and nearly PLN 50 million more on magazines (up almost 10%). Spending on outdoor increased by PLN 41 million (up 14%) and on radio by PLN 40 million (up 15%). In the aforementioned period, Internet ad revenues grew by 108 million (up 39%) and constituted nearly 10% of total advertising market ([3]). 

1.2. Newspaper competition 

Between January and June 2008 Gazeta Wyborcza sold 418 thousand copies on average (down 8.9%). During the period, paid circulation of number five national player, Dziennik reached 155 thousand copies and was 24.6% down over last year. In June 2008, in comparison to the analogous period of 2007, copy sales of Dziennik fell by 28.8% and reached the ever lowest level of 131 thousand copies. In the first half of 2008 Rzeczpospolita sold 162 thousand copies on average (0.5% more than last year), Fakt 509 thousand copies (1.4% fewer than last year) and Super Express 208 thousand copies (5.8% more than last year).  

In October 2007 Polskapresse started publishing 11 local dailies. During the period of January-June 2008 the publisher recorded the following sales results of its titles: Polska Bialystok (0.9 thousand), Polska Gazeta Opolska (2.0 thousand), Polska Kielce (1.1 thousand), Polska Koszalin (0.8 thousand), Polska Kujawy (1.6 thousand), Polska Lubuskie (1.7 thousand), Polska Mazowsze (2.9 thousand), Polska Metropolia Warszawska (13.8 thousand), Polska Olsztyn (0.9 thousand), Polska Rzeszow (1.6 thousand), Polska Szczecin (1.3 thousand). 

In the first half of 2008, Gazeta was the most read newspaper in Poland. Its weekly readership reach stood at 17.9% (5.4 million readers; CCS, weekly readership index). During the same period, Fakt’s readership was 16.6%, and that of Super Express reached 7.9%. Metro recorded good readership results of 7.5% i.e. 2.3 million people. Readership rates of other national dailies, Dziennik and Rzeczpospolita stood at 6.2% and 4.8%, respectively. As a result Gazeta Wyborcza had one and a half time more readers than all 18 local dailies operating under Polska brand and nearly three times more readers than Rzeczpospolita or Dziennik. 

In the first half of 2008 Gazeta was the most popular newspaper with advertisers. Its advertising revenues grew ahead of the newspaper market, while its share in the daily ad revenues increased by nearly 1 pp to 43% yoy. In the same period, Dziennik commanded 7% share (up nearly 2 pp) and Fakt almost 6% (down ca 0.5 pp). Agora’s free newspaper Metro recorded display ad revenue growth of 37% to nearly PLN 18 million and grew market its share to ca 3.5%. In total, in the first half of 2008 the share of Agora’s daily titles in total ad spending for newspapers amounted to 46% (up 1.5pp). 

The dailies market in Poland remains very competitive. Apart from social and political events, paid circulation of particular titles continues to be influenced by expensive marketing strategies based on, inter alia, adding attractive gifts to newspapers. Therefore, some publishers have already decided to rise copy prices of their newspapers. Since 15 May 2008 Dziennik sells for PLN 1.8 on weekdays and for PLN 2.0 on Saturdays (PLN 1.5 before). Since May 2007 Dziennik’s Friday edition sells for PLN 2.0.

The Management Board of Agora S.A. wants to emphasise that Gazeta’s current level of copies sold at its current cover price ensure the newspaper’s stable profitability ratios. Nevertheless, the Management Board continues to monitor all the trends in the daily newspaper market and will make decisions that will ensure Gazeta’s strong market position and will secure its revenue and profit contribution. 
2. INTERNAL FACTORS
2.1. Revenues 

In the first half of 2008 the Group recorded a 3.3% growth of total revenues. The largest components of Agora’s sales (72%) were advertising revenues of PLN 473.3 million which grew by 14.7%. 

In the first half of 2008 revenues from copy sales increased by 1.7% up to PLN 102.8 million. In the second quarter of 2008 revenues from copy sales decreased by 1.2% to PLN 49.5 million. This was due to a decrease in average net yield per a single copy sold of Agora’s magazines. 

In the first half of 2008 collections generated PLN 33.3 million which was PLN 47.5 million less than in the corresponding period of last year. The operating loss of the business amounted to PLN 3.4 million. Revenue deterioration reflects strong competition and high supply effect of such offers. 

2.2. Operating cost

In the first half of 2008, total operating cost of the Group reached PLN 604.3 million and grew by 4.7% (PLN 27.4 million). Staff cost (excluding non-cash expenses relating to share-based payments) amounted to PLN 144.4 million and increased by 13.6 %. Key growth drivers include: 

· the previously announced first stage of salary regulations

· the dynamic expansion of the Internet business which translated into headcount growth. At the end of the first half of 2008 the headcount in the Internet division was 281 FTEs and increased by 133 FTEs as compared to the corresponding period in 2007

· the expansion of AMS’s portfolio which translated into headcount growth (at the end of the first half of 2008 the headcount increased by 24 FTEs as compared to the first half of 2007).

The Group’s headcount at the end of the first half of 2008 was 3,527 employees and increased by 128 FTEs as compared to the end of first half of 2007.
3. PROSPECTS

3.1. Advertising market

As a result of a different than estimated growth dynamics of the particular segments of the advertising market in the first half of 2008, the Company decided to slightly verify its expectations concerning ad market growth in 2008.

According to the Company’s most recent estimates, total ad spend growth in 2008 will reach ca 12%. Spending on TV will grow by 13-14%, on magazines by 6-7% and on radio by 11-12%, and will be higher than expected. The remaining segments will grow according to Agora’s previous expectations, i.e.: the Internet by ca 35-40%, dailies by 4-5% and outdoor by 10%.

The above calculations do not anticipate ad market decline in the following quarters due to potential economic slowdown. 
3.2. Operating cost

In conformity with previous announcements, the Company expects in 2008 staff cost to increase. Based on the results of the first half of 2008, as well as on estimates concerning the following quarters, the Company expects that the total staff costs increase (excluding non-cash expenses relating to share-based payments) in 2008 will amount to ca 14%.

3.3. Consolidation of the purchased company

Since 30 June 2008 Trader.com (Polska) Sp. z o.o has been fully consolidated in the Agora Group. The acquisition of the company will influence the financial results of the Group staring from the third quarter of 2008.

3.4. Investments and growth 

On 20 June 2008 the Annual General Meeting of Shareholders (AGM) adopted the resolution concerning the assignment of PLN 27.5 million from the net profit for the fiscal year 2007 for the purpose of the dividend in the amount of PLN 0.5 per share and also concerning the assignment of PLN 90 million for the buy-back program. The program started on 14 July 2008 and shall be executed till 30 October 2008, or until the funds allocated for the execution of the program upon resolution No. 19 of the Annual General Meeting of Shareholders dated 20 June 2008, are depleted.
In the opinion of the Management Board the dividend and the buy-back program in the aforementioned amounts will generate short-term profits for shareholders, while it will not significantly limit the Company’s financial capacity to fund its ambitious growth plan which remains the priority for its Management Board. 
Agora’s strategy assumes growth in the fastest growing advertising segments. Executing on growth objectives should ensure the change of the Company’s topline structure in a way that in three years a majority of revenues will come from activities other than paid newspapers. Agora will be implementing greenfield and acquisition projects in order to maintain the Company’s mid and long-term position in the advertising market, dynamic transformation and changes in the makeup of the media market notwithstanding. The Company will be closely monitoring all consolidation processes in the Polish media market and will be participating in such transactions which will, according to the Management Board, build long-term shareholder value. These may either include new business areas (e.g. Internet), scale increase in faster growing traditional media or investments in new media in order to secure the Company’s current position in its key business areas (e.g. real-estate classifieds).

The Management Board would like to point out that the execution of the growth strategy is key to expand Agora’s scope of operations and to change its revenue structure within the next three years but above all it will ensure its long-term growth perspective in the competitive media market. The Management Board unanimously adopted the development strategy of the Company and they are convinced that its execution is crucial in the process of building long-term shareholder value. 

 III. FINANCIAL RESULTS
1. THE AGORA GROUP 

The consolidated financial statements of the Agora Group for the first half of 2008 include Agora SA, Agora Poligrafia Sp. z o.o., Art Marketing Syndicate SA Group (AMS Group), Agora TC Sp. z o.o., Agora Ukraine LLC, Trader.com (Polska) Sp. z o.o., 7 subsidiaries of the radio business and jointly controlled entity A2 Multimedia Sp. z o.o. Detailed list of companies of the Agora Group is presented in the point V.C.5 in this MD&A.  
2. PROFIT AND LOSS ACCOUNT OF THE AGORA GROUP 
Tab. 1
	in PLN million
	 1 H 2008 
	 1 H 2007 
	% change yoy

	
	
	
	

	Total sales
	657.1 
	635.9 
	3.3% 

	     Advertising revenue (1)
	473.3 
	412.8 
	14.7% 

	     Copy sales (1)
	102.8 
	101.1 
	1.7% 

	     Collections 
	33.3 
	80.8 
	(58.8%)

	     Other
	47.7 
	41.2 
	15.8% 

	Operating cost net, including:
	(604.3)
	(576.9)
	4.7% 

	     Raw materials, energy and consumables 
	(112.3)
	(136.9)
	(18.0%)

	     D&A
	(40.2)
	(38.5)
	4.4% 

	     Staff cost (2)
	(144.4)
	(127.1)
	13.6% 

	     Non-cash expense relating to share-based payments
	(23.6)
	(19.8)
	19.2% 

	     Promotion and marketing
	(117.2)
	(102.2)
	14.7% 

	Operating profit - EBIT
	52.8 
	59.0 
	(10.5%)

	Finance  cost, net, incl.:
	2.8 
	4.4 
	(36.4%)

	     Revenue from short-term investment
	11.4 
	7.1 
	60.6% 

	     Interest on loans and similar costs
	(4.8)
	(3.3)
	45.5% 

	     Foreign exchange (losses) / gains
	(3.3)
	0.1 
	-

	     Share of results of equity accounted investees
	(0.7)
	- 
	-

	Profit before income tax
	54.9 
	63.4 
	(13.4%)

	Income tax expense
	(14.8)
	(16.2)
	(8.6%)

	Net profit for the period
	40.1 
	47.2 
	(15.0%)

	Attributable to:
	 
	
	

	     Equity holders of the parent
	40.2 
	47.1 
	(14.6%)

	     Minority interest
	(0.1)
	0.1 
	-

	 
	40.1 
	47.2
	(15.0%)

	EBIT margin (EBIT/Sales)
	8.0%
	9.3%
	     (1.3pp)

	EBITDA
	92.7 
	97.2
	(4.6%)

	EBITDA margin (EBITDA/Sales)
	14.1%
	15.3%
	     (1.2pp)

	Operating EBITDA (2)
	116.3 
	117.0
	(0.6%)

	Operating EBITDA margin (Operating EBITDA/Sales)
	17.7%
	18.4%
	     (0.7pp)


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

Major products and services, as well as operating revenue and cost of the Agora Group are presented in detail in part IV of this MD&A (“Operating review – major lines of business of the Agora Group”). 

Agora’s business lines operating contribution to the Group's financials is presented in the underneath table (see 2.1.). 
2.1. Financial results presented according to major lines of business of the Agora Group for the first half of 2008 

Tab. 2
	in PLN million
	Newspapers and Internet (1)
	Magazines
	Outdoor
	Radio
	Company’s headquarters, New Business Development division
	Elimina-tions
	Total (consolidated) 1 H 2008

	
	
	
	
	
	
	
	

	Total sales
	473.4 
	56.7 
	93.5 
	42.5 
	-
	(9.0)
	657.1 

	% share
	72.0%
	8.6%
	14.2%
	6.5%
	- 
	(1.3%)
	100.0%

	Total operating cost
	(434.9)
	(44.8)
	(85.6)
	(40.5)
	(5.3)
	6.8 
	(604.3)

	EBIT
	38.5 
	11.9 
	7.9 
	2.0 
	(5.3)
	(2.2)
	52.8 

	Finance cost, net
	
	
	
	
	
	
	2.8 

	Share of results of equity accounted investees
	
	
	
	
	
	
	(0.7)

	Income tax expense
	
	
	
	
	
	
	(14.8)

	Net profit
	 
	 
	 
	 
	 
	 
	40.1 

	Attributable to:
	
	
	
	
	
	
	-

	Equity holders of the parent
	
	
	
	
	
	
	40.2 

	Minority interest
	
	
	
	
	
	
	(0.1)

	EBITDA
	64.9 
	12.0 
	16.3 
	3.1 
	(1.9)
	(1.7)
	92.7 

	Operating EBITDA (2)
	84.2 
	13.1 
	18.2 
	4.4 
	(1.9)
	(1.7)
	116.3 

	CAPEX (3)
	(16.8)
	(0.1)
	(36.2)
	(1.4)
	-
	-
	(54.5)


(1) including the Management Board costs and other overheads. 
(2) excluding non-cash cost of share-based payments.
(3) based on invoices booked in the period.
2.2. Finance cost, net
The result on financial activities for the first half of 2008 was affected by bank commissions arising from the increase of the credit line and the extention of the drawing period (PLN 0.4 million), interest on used bank loan (PLN 4.4 million) and foreign exchange losses (PLN 3.4 million).
3. BALANCE SHEET OF THE AGORA GROUP

Tab. 3
	in PLN million
	30/06/2008
	% change to 31/12/2007
	31/12/2007
	30/06/2007

	
	
	
	
	

	Non-current assets
	1,086.7
	14.0% 
	953.0
	961.0

	share in balance sheet total
	64.8%
	                  6.1 pp 
	58.7%
	59.9%

	Current assets
	590.8
	(11.8%)
	670.1
	642.1

	share in balance sheet total
	35.2%
	                (6.1 pp)
	41.3%
	40.1%

	
	 
	 
	
	

	TOTAL ASSETS
	1,677.5
	3.4% 
	1,623.1
	1,603.1

	
	 
	 
	
	

	Equity holders of the parent
	1,251.4
	2.9% 
	1,215.7
	1,149.8

	share in balance sheet total
	74.6%
	                (0.3 pp)
	74.9%
	71.6%

	Minority interest
	(0.6)
	500.0% 
	(0.1)
	(0.7)

	share in balance sheet total
	- 
	                            - 
	- 
	- 

	Non-current liabilities and provisions
	180.6
	6.3% 
	169.9
	188.6

	share in balance sheet total
	10.8%
	                  0.3 pp 
	10.5%
	11.8%

	Current liabilities and provisions
	246.1
	3.6% 
	237.6
	265.4

	share in balance sheet total
	14.6%
	                            - 
	14.6%
	16.6%

	
	 
	 
	
	

	TOTAL LIABILITIES AND EQUITY
	1,677.5
	3.4% 
	1,623.1
	1,603.1


3.1. Non-current assets

The increase in non-current assets versus 31 December 2007 stems mainly from higher spending on AMS’s advertising panels and the investment in Trader.com (Polska) Sp. z o.o.
3.2. Current assets
The decrease of current assets versus 31 December 2007 results mainly from the decrease of cash and cash equivalents - payment for the shares of  Trader.com (Polska) Sp. z o.o.
3.3. Non-current liabilities and provisions

The increase of non-current liabilities versus 31 December 2007 is caused mainly by the re-classification of the bank loan in the amount of PLN 13.4 million from current to non-current liabilities.
3.4. Current liabilities and provisions
The change of current liabilities and provisions versus 31 December 2007 results mainly from the above described decrease in short-term borrowings of Agora SA as a result of the above re-classification and from the dividend liability of PLN 27.5 million recognized following the resolution of the General Meeting of Shareholders.
4. CASH FLOW STATEMENT OF THE AGORA GROUP
Tab. 4
	in PLN million
	 1 H 2008 
	 1 H 2007 
	 % change yoy 

	
	
	
	

	Net cash from operating activities
	82.2 
	81.3 
	1.1% 

	Net cash from investment activities
	(111.8)
	(120.2)
	(7.0%)

	Net cash from financing activities
	(6.6)
	(4.6)
	43.5% 

	Total movement of cash and cash equivalents
	(36.2)
	(43.5)
	(16.8%)

	Cash and cash equivalents at the end of period
	301.4 
	291.2 
	3.5% 


As at 30 June 2008, the Agora Group had PLN 301.4 million in cash and in cash and cash equivalents (cash, bank accounts and bank deposits).

Considering the cash position and the available loan facility (PLN 800 million less the drawing of PLN 139.5 million), the Agora Group does not anticipate any liquidity problems with regards to its further investment plans. 

4.1. Operating activities
In the first half of 2008, the net cash inflow from operating activities remained almost flat yoy.
4.2. Investment activities 

Net outflow from investing activities in the first half of 2008 results from the acquisition of Trader.com (Polska) Sp. z o.o. in June 2008 and increased yoy spendings on property, plant and equipment and intangibles. 
4.3. Financing activities 

In the first half of 2008 net cash from financing activities mainly included interest paid and bank commission on credit line increase and the extention of the drawing period. 
5. SELECTED FINANCIAL RATIOS [5]
Tab. 5
	 
	 1 H 2008 
	 1 H 2007 
	% change yoy

	
	
	
	

	
	 
	 
	 

	Profitability ratios
	 
	
	

	Net profit margin
	6.1% 
	7.4% 
	     (1.3pp)

	Gross profit margin
	46.1% 
	42.3% 
	        3.8pp 

	Return on equity
	6.5% 
	8.1% 
	     (1.6pp)

	
	 
	
	

	Efficiency ratios
	 
	
	

	Inventory turnover
	8 days
	8 days
	- 

	Debtors days
	67 days
	60 days
	11.7% 

	Creditors days
	45 days
	33 days
	36.4% 

	
	 
	
	

	Liquidity ratio
	 
	
	

	Current ratio
	2.4 
	2.4 
	- 

	
	 
	
	

	Financing ratios
	 
	
	

	Gearing ratio (1)
	- 
	- 
	-

	Interest cover
	12.0 
	18.2 
	(34.1%)

	Free cash flow interest cover
	5.7 
	18.7 
	(69.5%)


 (1) as at 30 June 2008 and 30 June 2007 the Group had net cash position.
Definitions of financial ratios [5] are presented at the end of part IV of this MD&A ("Operating review – major lines of business of the Agora Group").
IV. OPERATING REVIEW - MAJOR LINES OF BUSINESS OF THE AGORA GROUP

IV.A. NEWSPAPERS AND INTERNET
Tab. 6
	in PLN million
	 1 H 2008 
	 1 H 2007 
	% change yoy

	
	
	
	

	Total sales (1)
	473.4 
	471.3 
	0.4% 

	Copy sales
	79.7 
	78.0 
	2.2% 

	incl. Gazeta Wyborcza
	79.2 
	78.0 
	1.5% 

	Advertising revenue (1)
	315.1 
	272.9 
	15.5% 

	incl. Gazeta Wyborcza (1) (2)
	271.3 
	248.1 
	9.4% 

	incl. Metro (1)
	18.3 
	13.4 
	36.6% 

	Book collections
	33.3 
	80.8 
	(58.8%)

	Other revenue
	45.3 
	39.6 
	14.4% 

	Total operating cost, including
	(434.9)
	(428.7)
	1.4% 

	Raw materials, energy, consumables and printing services
	(126.6)
	(157.6)
	(19.7%)

	Staff cost (3)
	(109.6)
	(95.2)
	15.1% 

	Non-cash expense relating to share-based payments
	(19.3)
	(16.3)
	18.4% 

	D&A
	(26.4)
	(26.2)
	0.8% 

	Promotion and marketing (1) (4) 
	(102.1)
	(87.8)
	16.3% 

	EBIT
	38.5 
	42.6 
	(9.6%)

	EBIT margin
	8.1%
	9.0%
	     (0.9pp)

	EBITDA
	64.9 
	68.8 
	(5.7%)

	EBITDA margin
	13.7%
	14.6%
	     (0.9pp)

	Operating EBITDA (3)
	84.2 
	85.1 
	(1.1%)

	Operating EBITDA margin (3)
	17.8%
	18.1%
	     (0.3pp)


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

(2) the amounts refer to total revenues from the dual media offers, i.e. published both in Gazeta Wyborcza, as well as on the verticals GazetaPraca.pl, GazetaDom.pl and Komunikaty.pl. 

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

(4) the amounts include start-up cost of new collections (the free-of-charge volume and initial promotion cost in media) and production and promotion cost of gadgets attached to Gazeta.

(5) The “Newspaper and Internet” line of business cost includes the Agora’s Management Board costs and other overheads 
1. GAZETA WYBORCZA 

1.1. Revenue
1.1.1. Copy sales

In the first half of 2008 Gazeta Wyborcza maintained its leadership position among the opinion-making newspapers. During the period, average paid circulation of Gazeta went down by 8.9% yoy to 418 thousand copies. The decline stems from a high base in the same period of 2007 when the Company introduced a dual-pricing strategy which currently became a common market practice. Gazeta’s revenues from copy sales increased by 1.5%.
In the first half of 2008 Gazeta’s readers were offered several DVD movie collections including: Kino familijne  (Family Movies), Kino z Gwiazdami (Movies with Stars), Hity na lato ( Summer Hits), films Czterej Pancerni i pies, Stawka wieksza niz zycie, Encyklopedia roslin (Encyclopedia of Plants), travel guides on European cities, books: Angielski z dreszczykiem (English with Shivers), Diety (Diets), Atlas samochodowy (The Road Atlas), travel guides Polska na weekend (Poland for the weekend), Hity karnawalowe (Carnival Hits), CDs with foreign language courses, Vademecum chorob (Disease manual ), English self-studying handouts and several one-off projects. 

All publications were available with Gazeta at a higher price (from PLN 2.99 to PLN 7.99), while a stand-alone newspaper cost PLN 1.50. The model of Gazeta’s cover price differentiation assumes that the excess marketing and promotion cost (including production and promotion cost of add-ons) is offset by additional revenues from copy sales of the newspaper. 
In July of 2008, we observed  changes in the  copy sales market of the opinion-making newspapers. Dziennik Polska Europa Swiat decided to give up on gadgets as its major promotional strategy. In mid May 2008 the publisher of Dziennik increased its copy price from PLN 1.5 to PLN 1.8 on weekdays (excluding Fridays available at PLN 2.0 since May 2007) and to PLN 2.0 on Saturdays (up from PLN 1.5). In the first half of 2008, Dziennik sold 155 thousand copies on average (down 24.6% yoy) and in June 2008 its copy sales fell by 28.8% yoy and reached the ever lowest level of 131 thousand copies.

In the first half of 2008 Polskapresse’s local dailies under the nationwide title Polska recorded the following copy sales figures:
· “old titles”: Polska Dziennik Baltycki (51.3 thousand), Polska Dziennik Lodzki (48.5 thousand), Polska Dziennik Zachodni (84.9 thousand), Polska Gazeta Krakowska (31.5 thousand), Polska Glos Wielkopolski (52.6 thousand), Polska Gazeta Wroclawska (35.0 thousand), 

· “new titles”: Polska Bialystok (0.9 thousand), Polska Gazeta Opolska (2.0 thousand), Polska Kielce (1.1 thousand), Polska Koszalin (0.8 thousand), Polska Kujawy (1.6 thousand), Polska Lubuskie (1.7 thousand), Polska Mazowsze (2.9 thousand), Polska Metropolia Warszawska (13.8 thousand), Polska Olsztyn (0.9 thousand), Polska Rzeszow (1.6 thousand), Polska Szczecin (1.3 thousand). 

Total number of copies sold of the 11 “new titles” of Polskapresse constitiutes less than 9% of total copy sales of all titles under the national title Polska.

In the first half of 2008 Gazeta posted good readership results. During the period, the newspaper had 5.4 million readers (17.9%, CCS, weekly readership index) and was the most widely read national daily during the week. Other national newspapers saw the following results: Fakt - 16.6%, Super Express - 7.9%, Metro - 7.5%, Dziennik - 6.2%, Rzeczpospolita - 4.8%.
1.1.2. Advertising sales

In the first half of 2008, Gazeta’s net advertising revenues (including display advertising, classifieds and inserts) amounted to PLN 271.3 million (up 9.4% yoy). The above figures include revenues from a dual-media offer, i.e. ads published in print and online (GazetaPraca.pl, GazetaDom.pl, Komunikaty.pl verticals).

In the first half of 2008, Gazeta’s share in all display advertising in dailies stood at nearly 43% (up nearly 1pp yoy).

In the first half of 2008 Gazeta’s share in ad spending for national dailies was almost 44% and remained flat yoy. 

Gazeta Wyborcza’s share in the Warsaw advertising (display advertising excluding classifieds, inserts and obituaries) increased by nearly 1.5pp yoy and its share in the local display advertising (outside Warsaw) – went up by 1pp yoy. 

In the first half of 2008, Gazeta’s share of ad pages in the total pagecount amounted to ca 46%, while average number of paid ad pages published daily in all local and national editions reached ca 265.
1.1.3. Collections
Tab. 7
	in PLN million
	1Q 2007
	2Q 2007
	3Q 2007
	4Q 2007
	1Q 2008
	2Q 2008

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	Revenue from collections
	47.2 
	33.6 
	15.4 
	31.0
	22.4 
	10.9


In the first half of 2008 the Company run eight collections and twenty two one-off projects. During the period it sold 2.2 million books and books with DVDs and CDs. 

In the first half of 2008 Agora concluded the sale of : Leksykon Krzysztofa Krawczyka (The anthology of Krzysztof Krawczyk), Historia Powszechna (General Hstory) and launched several new series, including: Ryszard Kapuscinski’s books, Encyklopedia Sportow Swiata (Encyclopedia of the World Sports), continuation of Mistrzowie Slowa audiobooks (Masters of the World),  Testy Edukacyjne 2008 (Students’ tests 2008), book series with Rodzina Soprano (The Sopranos) DVDs and comic books Slynni Polscy Olimpijczycy (Famous Polish Olympic Athletes).
In the first half of 2008 Agora launched several one-off projects:

· 12 books with music CDs, including: Meska Muzyka by Waglewski, Fisz, Emade, Zlota plyta – ciag dalszy (The Gold album – continuation) by Shakin’ Dudi, Afterparty by Cool Kids of Death, Songs of glory – Piesni chwaly by Trebunie Tutki and Twinkle Brothers and Porcelana (China) by Kasia Klich,

· nine books, including: Ksiazka kucharska Rodziny Soprano (The Cook Book of the Sopranos), autobiography of  Raul Lozano, Wolyn 1943-2008. Pojednanie,
· one book with a DVD movie New Style Academy.
1.1.4. Other revenues
In the first half of 2008, the Company’s revenues from sales of printing services increased by 14% due to more purchase orders from external clients.
1.2 Cost of production of Gazeta Wyborcza 
Tab. 8
	Cost of production of Gazeta Wyborcza
	 1 H 2008 
	 1 H 2007 
	% change yoy

	in PLN million
	
	
	

	Fixed cost
	27.7 
	27.1 
	2.2% 

	incl. D&A
	12.3 
	13.1 
	(6.1%)

	Variable cost
	71.5 
	77.7 
	(8.0%)

	incl. newsprint
	58.7 
	63.2 
	(7.1%)

	TOTAL fixed and variable cost
	99.2 
	104.8 
	(5.3%)


1.2.1. Newsprint and printing services

In the first half of 2008, despite the growth of printed volume, variable cost (including newsprint) decreased by 7.1% yoy. Newsprint prices went down due to  EURO depreciation against the zloty. 

2. FREE PRESS 

In the first half of 2008 Metro reported a positive operating EBITDA (PLN 0.5 million) which grew by PLN 3.8 million yoy. 
Metro’s total advertising revenues grew by 36.6%. The newspaper’s share in the national and local newspaper display advertising spending grew to ca. 3.5%. 
In the first half of 2008 Agora’s free newspaper posted very good daily readership results of 4.2% (CPW index). This result ranks Metro third among most read newspapers in Poland. 

In April 2008 Metro exteneded its dual media job offer for advertisers. After its debut in Warsaw the newspaper’s supplement Metropraca.pl reached other large Polish cities, such as: Katowice, Krakow, Lodz, Poznan, Szczecin, Trojmiasto and Wroclaw.

In June 2008, Metro received the title of High Reputation Brand from the Independent Ranking of Brand Reputation in Poland, Premium Brand.
3. INTERNET [6]

In June 2008 reach of Agora’s Internet brands among Polish users grew to a 47.8%, while the number of users amounted to 7.0 million and increased by 27.3% yoy. During the same month, the number of page views from the territory of Poland amounted to 713.4 million (88.4% more than last year) which translates into a 107.2-minute long visit per user (up by 54.5% yoy). 

In the first half of 2008 advertising revenues of Agora’s internet offer grew by 113.5% yoy to PLN 22.2  million. 
At the end of the first half of 2008, Agora’s Internet offer included 65 online brands including: two portals, thirteen advertising services (e.g. GazetaPraca.pl, GazetaDom.pl), eleven social services (e.g. Blox.pl, Café.pl), eighteen entertainment offers (e.g. Naprzerwie.pl) and several exclusive, thematic services, such as: Wyborcza.pl, Sport.pl.

In the described period, the Company launched 22 services and revamped two offers (Pracownicy.it, Gazeta.pl Poczta). New online services include:  business service Bubleprawne.pl, Blox.ua, Kotek.pl – an offer dedicated to teenage girls, Reklamania.pl – a service devoted to advertising, UczymySie.pl – an educational platform for parents and Ugotuj.to – a new culinary service, Politbiuro.pl, Lula.pl, Zczuba.tv, Kolumber.pl and Sciagnij.pl. The dating service Café Gazeta received its own Internet domain Café.pl and started to operate as a separate brand. 
Due to the acquisition of Trader.com (Polska) Sp. z o.o., five new Internet brands enriched Agora’s online offer: Domiporta.pl, Autotrader.pl, Tabor24.pl and Kupsprzedaj.pl and a community service Autofoto.pl. 
In the first half of 2008, A2 Multimedia Sp. z o.o. (the company controlled jointly by Agora SA and ATM SA) cooperated with TV4 on the production of Big Brother 5 and Happy Hour series and produced its own programmes and Internet series. 
Gazeta.pl ‘s services are ranked among top market players. According to Megapanel PBI/Gemius, in June 2008 GazetaDom.pl remained first among real-estate services measured by number of real users, while GazetaPraca.pl became the largest recruitment offer in the market. Gazeta.pl’s social services (e.g. Forum.Gazeta.pl, Blox.pl) are ranked third in the communities category, while Gazeta.pl’s information offers are number three among information, journalism and media services.
In the first half of 2008 Agora extended its cooperation with Microsoft and became an exclusive broker for MSN.pl advertising space. By the end of the second quarter of 2008, the Company signed two contracts with mobile operators to provide mobile content (PTK Centertel and PTC Era – Tmobile Poland). Also, Agora’s lifestyle services started to cooperate with a worldwide leader in the online factual video, VideoJug.com. The Company expanded its cooperation with Nokia to mobile video via Wideo.Gazeta.pl and radio broadcast (TOK FM and Tuba.fm).
In May 2008 Agora become a partner of a popular service Photoblog.pl, thereby increasing its reach among Internet users of 15-24 years of age. The job Internet platform GazetaPraca.pl together with IDG and Bankier.pl launched Praca.idg.pl and Praca.bankier.pl services enchanced with job offer content from GazetaPraca.pl tailored to the needs of each partner.  
IV.B. THE MAGAZINES [7]
In the first half of 2008 Agora’s magazines posted PLN 1.3 million higher EBITDA than last year, and very high EBIT margin of 21%. 
The highest growth of advertising revenues was recorded by Dziecko (Child) (18%), Cztery Katy (House Design) (16%), Avanti (13%) and Poradnik Domowy (Housekeeping) (8%). 
In April of 2008 Agora launched a new shopping magazine Galeria (The Gallery) which presents interior design products and equipment and aims at helping readers in furnishing and decorating their apartments and houses. The  magazine is scheduled to come out every three weeks. 
Tab. 9
	in PLN million
	 1 H 2008 
	 1 H 2007 
	 % change yoy 

	
	
	
	

	Total sales, including (1)
	56.7 
	52.7 
	7.6%

	Copy sales 
	23.1 
	23.0 
	0.4% 

	Advertising revenue (1)
	33.6 
	29.5 
	13.9% 

	Total operating cost, including
	(44.8)
	(42.2)
	6.2% 

	Raw materials, energy, consumables and printing services
	(17.5)
	(16.5)
	6.1% 

	Staff cost (2)
	(10.1)
	(9.5)
	6.3% 

	Non-cash expense relating to share-based payments
	(1.1)
	(0.6)
	83.3% 

	D&A
	(0.1)
	(0.2)
	(50.0%)

	Promotion and marketing (1)
	(12.9)
	(12.6)
	2.4% 

	EBIT
	11.9 
	10.5 
	13.3% 

	EBIT margin
	21.0% 
	19.9%
	        1.1pp 

	EBITDA
	12.0 
	10.7 
	12.1% 

	EBITDA margin
	21.2%
	20.3%
	        0.9pp 

	Operating EBITDA (2)
	13.1 
	11.3 
	15.9% 

	Operating EBITDA margin
	23.1%
	21.4%
	        1.7pp 


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

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

1. REVENUE

1.1. Copy sales

Tab. 10
	in thousand of copies
	 1 H 2008 
	 1 H 2007 
	% change yoy

	
	
	
	

	Average copy sales monthlies
	1,132.3 
	1,078.9 
	4.9%


The increase of average copy sales in the first half of 2008 results from more copies sold by Logo (up 16.7%), Cztery Katy (up 5.2%) and Avanti (up 7.6%).

1.2. Advertising sales

In the first half of 2008, advertising sales of Agora’s magazines increased by 13.9%, while the magazine advertisng market grew by 9.2% yoy. The Agora’s magazines reached 6.9% share in all magazine advertising market (up ca 0.3pp yoy).

2. COST

Increase in operating cost in the first half of 2008 stems from production  and  staff cost.
IV.C. OUTDOOR (AMS GROUP)
Tab. 11
	in PLN million
	 1 H 2008 
	 1 H 2007 
	% change yoy

	
	
	
	

	Total sales, including: (1) 
	93.5 
	84.4 
	10.8% 

	Advertising revenue
	92.1 
	82.9 
	11.1% 

	Total operating cost, including:
	(85.6)
	(72.7)
	17.7% 

	Execution of campaigns
	(22.1)
	(17.2)
	28.5% 

	Maintenance cost
	(34.6)
	(30.0)
	15.3% 

	Staff cost (2)
	(9.9)
	(9.1)
	8.8% 

	Non-cash expense relating to share-based payments
	(1.9)
	(1.5)
	26.7% 

	Promotion and marketing 
	(2.3)
	(3.3)
	(30.3%)

	D&A
	(8.7)
	(6.8)
	27.9% 

	Other operating revenue /(cost) net
	(0.1)
	(0.9)
	(88.9%)

	EBIT
	7.9 
	11.7 
	(32.5%)

	EBIT margin
	8.4% 
	13.9%
	     (5.5pp)

	EBITDA
	16.3 
	18.2 
	(10.4%)

	EBITDA margin
	17.4% 
	21.6%
	     (4.2pp)

	Operating EBITDA (2)
	18.2 
	19.7 
	(7.6%)

	Operating EBITDA margin
	19.5% 
	23.3% 
	     (3.8pp)

	Number of advertising faces (3)
	25,280 
	24,629 
	2.6% 


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

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

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

In the first half of 2008, AMS’s adverstising revenues grew almost in line with outdoor advertising market. The company’s substantial increase in revenues reflects its strategic accomplishments to enhance its portfolio with Premium and Superpremium panels and to promote multiformat campagains among advertisers.

In the first half of 2008, estimated share of AMS in the outdoor advertising market (excluding transit advertising and advertising described in the footnote no. 1 beneath the above table) stood at 24.6% [8]. 

2. COST

The increase of campaign execution expense in the first half of 2008 is a consequence of introducing new advertising offer in Warsaw metro cars and increased number of orders of advertising materials for external clients. 

The increase of maintenance cost in the first half of 2008 stems from expansion of Premium and Superpremium portfolio and reduction of standard billboards of lower maintenance unit cost.

D&A increase reflects the execution of the company’s capex plan in 2006 and 2007 which is continued throughout 2008. 

In the first half of 2008, lower promotion and marketing cost is a result of execution of fewer social and marketing campaigns. 

3. IMPORTANT EVENTS

In the first half of 2008, AMS won a tender for newsstand furniture and poster pillars on the prestigious street in Warsaw – Krakowskie Przedmiescie. This contract reiterates AMS’s long-standing experience in urban furnishing matched with the requirements of the cities. 

In the described period, AMS won tenders for advertising panels on bus shelters in the centre of Lublin and by the main roads of Gdansk. The contracts will expand  the Company’s offer to 150 citilight panels in these cities. The contracts will remain valid till the year of 2011 (in case of Lublin) and till the end of 2012 (in Gdansk). Both tenders are in line with AMS’s strategy to built the most completary and attractive outdoor advertising offer in the market.

In the first half of 2008 AMS became exclusive partner of Shell and won a bid to build new advertising panels on the Shell Polska  petrol stations. The contract between AMS and Shell assumes the installation of a diversity of panel types. Shell Polska owns petrol stations all around Poland and this cooperation will allow to enrich AMS’s offer with another set of advertising panels in perfect localizations. 

IV.D. RADIO 

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

Agora’s radio stations operate in the largest urban areas in Poland. 

1. LOCAL RADIO STATIONS

In the first half of 2008 local radio stations reported a positive operating EBITDA of PLN 4.3 million, PLN 2.8 million higher than last year. 

The results of the first half of 2008 reflect a very high dynamic of ad sales connected with prosperity on the radio ad market.

In the first half of 2008 the local radiostations share in the audience market amounted to 8.5% and remained flat yoy [9].

The table below excludes the financials of TOK FM, described separately in point 2.
Tab. 12
	in PLN million
	 1 H 2008 
	 1 H 2007 
	 % change yoy 

	
	
	
	

	Total sales, including (3):
	41.6 
	33.2 
	25.3% 

	Advertising revenue (1)
	40.5 
	32.4 
	25.0% 

	Total operating cost, including (3):
	(39.4)
	(34.1)
	15.5% 

	Staff cost (2)
	(12.6)
	(11.5)
	9.6% 

	Non-cash expense relating to share-based payments
	(1.1)
	(1.3)
	(15.4%)

	Licenses, rental and telecommunication costs
	(4.0)
	(3.7)
	8.1% 

	D&A
	(1.0)
	(1.1)
	(9.1%)

	Promotion and marketing (3)
	(6.2)
	(5.8)
	6.9% 

	EBIT
	2.2 
	(0.9)
	-

	EBIT margin
	5.3% 
	(2.7%)
	        8.0pp 

	EBITDA
	3.2 
	0.2 
	1,500.0% 

	EBITDA margin
	7.7% 
	0.6%
	        7.1pp 

	Operating EBITDA (2)
	4.3 
	1.5 
	186.7% 

	Operating EBITDA margin
	10.3% 
	4.5%
	        5.8pp 


(1) barter sales from Agora SA constituted 0.3% of advertising revenue in the period of January-June 2008 (0.6% in the same period of 2007). 
(2) excluding non-cash cost of share-based payments. 
(3) the amounts do not include the revenues and total cost of cross-promotion of Agora’s different media (only the direct variable cost of campaigns carried out on advertising panels) if such promotion is executed without prior reservation. 
2. SUPERREGIONAL RADIO TOK FM

In the first half of 2008, radio TOK FM continued to grow audience share and revenues. 

In the period of January-June 2008, TOK FM commanded 7.2% share in the Warsaw audience market (in its target group) as compared to 5.5% in the same period of 2007. In all cities of TOK FM operations, its audience share amounted to 4.4% (3.4% in the same period of 2007). 

In the first half of 2008 revenues of the station increased by 63% yoy and its operating loss reduced. 
NOTES

[1]Operating EBITDA = EBITDA + non-cash expense relating to share-based payments.

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

[3] The estimates refer to advertising expenditures in five media (print, radio, TV, outdoor, internet). In this MD&A Agora has corrected the advertising figures for 2007 and the previous years. Unless explicitly stated otherwise, print and radio advertising market data referred to herein are based on Agora’s estimates adjusted for average discount rate and are stated in current prices. Given the discount pressure and advertising time and space sell-offs, these figures may not be fully reliable and will be adjusted in the consecutive reporting periods. In case of print the data do not include classifieds, inserts and obituaries. The estimates are based on rate card data obtained from the following sources: Expert Monitor monitoring, Agora SA monitoring. Presented TV and internet figures for 2008 and the previous years are based on Starlink media house estimates and do not include sponsorships and teleshopping ads. 
To start with this report, Internet estimates include display, search engines (SEM) and vertical advertising and have been adjusted for the previous reporting periods. 
Outdoor advertising figures are based on Izba Gospodarcza Reklamy Zewnetrznej estimates.

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

Data on dailies readership are based on PBC General, research carried out by MillwardBrown SMG/KRC on a random, nationwide sample of Poles over 15 years of age. The following indices were used: CCS index (weekly readership index) - percentage of respondents reading at least one edition of the title within 7 days of the week and CPW index (average issue readership index). Size of the sample: nationwide PBC General for January-June 2008: n=23,754.
 [5] Definition of ratios:

	Net profit margin=
	Net profit attributable to equity holders of the parent

	
	Sales of finished products, merchandise and materials

	
	

	Gross profit margin=
	Gross profit on sales

	
	Sales of finished products, merchandise and materials 

	
	

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

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

	
	

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

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

	
	

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

	
	Cost of sales / no. of days

	
	

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

	
	Cost of sales / no. of days

	
	

	Current ratio =
	Current Assets

	
	Current liabilities


	
	

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

	
	Total equity and liabilities

	
	

	Interest cover=
	Operating profit / (loss)

	
	Interest charge

	
	

	Free cash flow interest cover=
	Free cash flow *

	
	Interest charge


* Free cash flow =Net cash from operating activities + Purchase of property plant and equipment and intangibles
[6] Advertising revenues of Agora’s internet offer do not include ad sales of verticals: GazetaPraca.pl, GazetaDom.pl and Komunikaty.pl and other sales such as: paid content (including mobile content) and e-commerce advertising.
Portal reach, real users, page views and spent time on the basis of Megapanel PBI/Gemius and cover internet users age 7 years and above, connecting to internets from the territory of Poland. Real users data of Agora’s internet services are audited by Gemius SA.

[7] Average paid circulation of monthlies is based on the Agora’s own data.

[8] Source: report on sales of outdoor companies prepared by Izba Gospodarcza Reklamy Zewnetrznej (IGRZ) which include: AMS SA, Cityboard Media, Clear Channel Poland, Stroeer Out of Home Media, News Outdoor Poland, Gigaboard Polska, Mini Media/Publiprox, Business Consulting, CAM Media and Defi Poland. The report is prepared on the basis of financial data provided by member companies of IGRZ. 

[9] Audience market data referred herein are based on Radio Track surveys, carried out by MillwardBrown SMG/KRC (all places, all days and all quarters) for local radiostations: in cities of broadcasting and in the age group of 15+, from January to June (sample for 2007: 22,867, sample for 2008: 22,797); TOK FM: in Warsaw and in the age group of 15+, from January to June (sample for 2007: 3,017; sample for 2008: 3,020); for TOK FM: in cities of broadcasting and in the age group of 15+, from January to June (sample for 2007: 16,214, sample for 2008: 16,202).
V. ADDITIONAL INFORMATION
V.A. INFORMATION CONCERNING SIGNIFICANT CONTRACTS
· The Company executed the annexes concerning credit line agreement up to PLN 500 million entered into on 5 April 2002 with Bank Polska Kasa Opieki S.A. with its seat in Warsaw. Agora informed about the credit line agreement in the current report no 9/2002. 

In the current report published on 28 March 2008 the Company informed about execution of Annex no. 7,       which extended the drawing period of the credit line by one month, i.e. up to 30 April 2008.

· In the current report published on 30 April 2008 the Company informed that on 29 April 2008 Agora executed Annex no. 8 that increased the amount of the credit line by PLN 300 million i.e. to PLN 800 million and extended the drawing period of the line by one year, i.e. up to 31 March 2009. There have been some amendments introduced into the schedule. The credit line has been divided into two parts, namely: A (PLN 500 million) and B (PLN 300 million). The part A is to be paid in 13 equal quarterly instalments, i.e. from March 2009 until March 2012. The part B is to be paid on a one-off basis by 31 December 2013. As a result appropriate amendments have been introduced into security agreements. 
· In the current report published on 26 June 2008, in reference to the current report dated 14 May 2008 concerning the sale of 100% of shares of Trader.com (Polska) Sp. z o.o., Agora informed that all the conditions, determined in the aforementioned current report and required to conclude the transaction, had been fulfilled. Due to the foregoing, on 25 June 2008 Agora purchased all the shares of Trader.com (Polska) Sp. z o.o. from Pronto Invest B.V with its registered seat in Amsterdam, the Netherlands, a group company of Trader Media East Limited with its registered seat on Jersey Island, Great Britain controlled by the leading Turkish media group Hurriyet. The purchase concerns 35,637 shares of Trader.com (Polska) Sp. z o.o. of PLN 1 thousand nominal value each which constitutes a total nominal value of PLN 35,637 thousand. The purchase price was USD 54,350 thousand. 
V.B. Changes in capital affiliations of the issuer with other entities

· In the current report published on 4 April 2008 the Company informed that on 28 March 2008 the District Court for the capital city of Warsaw, XIII KRS Commercial Division, registered the merger of six 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: 

· Multimedia Plus Sp. z o. o.,

· Regionalne Przedsiebiorstwo Zwiazkowe Sp. z o. o.,

· Tres Sp. z o.o.,

· Bis-Media Sp. z o.o.,

· Jan Babczyszyn Radio Jazz Fm Sp. z o. o.,

· Lokalne Radio w Opolu Sp. z o.o. 
All aforementioned companies had their registered seats in Warsaw.
· In the current report published on 26 June 2008, in reference to the current report dated 14 May 2008 concerning the sale of 100% of shares of Trader.com (Polska) Sp. z o.o., Agora informed that all the conditions, determined in the aforementioned current report and required to conclude the transaction, had been fulfilled. Due to the foregoing, on 25 June 2008 Agora purchased all the shares of Trader.com (Polska) Sp. z o.o. from Pronto Invest B.V with its registered seat in Amsterdam, the Netherlands, a group company of Trader Media East Limited with its registered seat on Jersey Island, Great Britain controlled by the leading Turkish media group Hurriyet. The purchase concerns 35,637 shares of Trader.com (Polska) Sp. z o.o. of PLN 1 thousand nominal value each which constitutes a total nominal value of PLN 35,637 thousand. The purchase price was USD 54,350 thousand.
· In the current report dated 12 September 2008 the Company informed that on 12 September 2008 Agora SA was informed that on 28 August 2008 the company under the business name Agora Prasa Ltd., with its seat in Kiev, was registered by the relevant state district administration. The company's scope of activities in Ukraine entails publishing. The share capital of the company amounts to UAH 63,928.25. Agora took up 30% of the share capital entitling to 30% of votes at the shareholders meeting whereas its subsidiary, Agora Ukraine Ltd., took up 70% of the share capital entitling to 70% of votes at the shareholders meeting. Both shareholders paid for the issued shares in cash.
V.C. Other additional information

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

Information on remuneration, bonuses and other benefits is disclosed in note 24 and 25 of the financial statements.

2. Changes in ownership of shares and rights to shares by Management Board members in the first half of 2008 and until the date of publication of the report
Tab. 13
	a. shares
	as of 30 June 2008
	decrease
	increase
	as of 31 December 2007

	Marek Sowa 
	0
	0
	0
	0

	Piotr Niemczycki 
	1,548,373
	0
	0
	1,548,373

	Zbigniew Bak
	68,006
	0
	0
	68,006

	Jaroslaw Szalinski
	3,552
	0
	0
	3,552

	
	
	
	
	

	b. rights to shares
	as of 30 June 2008
	decrease
	increase
	as of 31 December 2007

	Marek Sowa 
	0
	0
	0
	0

	Piotr Niemczycki 
	0
	0
	0
	0

	Zbigniew Bak
	0
	0
	0
	0

	Jaroslaw Szalinski
	0
	0
	0
	0

	
	
	
	
	

	c. shares
	as of 26 September 2008
	decrease
	increase
	as of 30 June 
2008

	Marek Sowa 
	0
	0
	0
	0

	Piotr Niemczycki 
	1,548,373
	0
	0
	1,548,373

	Zbigniew Bak
	68,006
	0
	0
	68,006

	Jaroslaw Szalinski
	3,552
	0
	0
	3,552


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

3. Changes in ownership of shares or other rights to shares (options) by Supervisory Board members in the first half of 2008
Tab. 14
	shares
	as of 30 June 2008
	decrease
	increase
	as of 31 December 2007

	Slawomir S. Sikora
	0
	0
	0
	0

	Tomasz Sielicki
	33
	0
	0
	33

	Andrzej Szlezak
	0
	0
	0
	0

	Richard Bruce Rabb
	0
	0
	0
	0

	Sanford Schwartz 
	0
	0
	0
	0


The members of the Supervisory Board did not have any rights to shares (options).
4. Shareholders entitled to exercise over 5% of total voting rights at the General Meeting of Shareholders, either directly or through affiliates as of the date of publication of the report for the first half of 2008
To the best of the Company’s knowledge as of the day of publication of the report for the first half of 2008, the following shareholders are entitled to exercise over 5% of voting rights at the General Meeting of Shareholders in the Company:

Tab. 15
	 
	no. of shares
	% of share capital
	no. of votes
	% of voting rights

	Agora-Holding Sp. z o.o.
	8,025,184
	14.60
	25,151,584
	34.88

	Artio Global Management LLC (1) (2)
	 
	
	 
	6.43

	          Julius Baer International Equity 
                   Fund (2)
	3,858,789
	7.02
	3,858,789
	5.35

	BZ WBK AIB Asset Management S.A. (3)
	13,109,918
	23.85
	13,109,918
	18.18

	           BZ WBK AIB Towarzystwo Funduszy
                    Inwestycyjnych S.A. (4)
	8,725,218
	15.87
	8,725,218
	12.10

	                 Arka BZ WBK Akcji Fundusz 
                                   Inwestycyjny Otwarty (5)
	3,629,448
	6.60
	3,629,448
	5.03


 (1) former Julius Baer Investment Management LLC, rebranded on 15 June 2008
(2) as of 14 March 2007 
(3) as of 12 August 2008
(4) as of 10 June 2008
(5) as of 27 May 2008
Data update is performed on the basis of the official notifications from Shareholders entitled to over 5 % of total voting rights at the General Meeting of Shareholders.
5. Describtion of the Group

The list of companies from the Group:
Tab. 16
	
	
	% of shares held (effectively)

	
	 Subsidiaries consolidated
	30 June 2008
	31 Dec 2007
	30 June 2007

	1
	 Agora Poligrafia Sp. z o.o., Tychy
	100.0%
	100.0%
	100.0%

	2
	 Art Marketing Syndicate SA (AMS), Poznan 
	100.0%
	100.0%
	100.0%

	3
	 Radio Trefl Sp. z o.o., Warsaw (1) 
	100.0%
	100.0%
	99.9%

	4
	 IM 40 Sp. z o.o., Warsaw 
	72.0%
	72.0%
	72.0%

	5
	 Grupa Radiowa Agory Sp. z o.o., Warsaw
	100.0%
	100.0%
	100.0%

	6
	 Barys Sp. z o.o., Warsaw (1) 
	100.0%
	100.0%
	89.8%

	7
	 Agencja Reklamowa Jowisz Sp. z o.o., Warsaw (1) 
	100.0%
	100.0%
	100.0%

	8
	 Adpol Sp. z o.o., Warsaw (2)
	100.0%
	100.0%
	100.0%

	9
	 Akcent Media Sp. z o.o., Poznan (2)
	100.0%
	100.0%
	100.0%

	10
	 Inforadio Sp. z o.o., Warsaw
	66.1%
	66.1%
	66.1%

	11
	 Agora TC Sp. z o.o., Warsaw
	100.0%
	100.0%
	100.0%

	12
	 BOR Sp. z o.o., Warsaw
	100.0%
	100.0%
	100.0%

	13
	 Agora Ukraine LLC, Kiev
	100.0%
	100.0%
	100.0%

	14
	 Media System Sp. z o.o., Warsaw (2)
	100.0%
	100.0%
	100.0%

	15
	Trader.com (Polska) Sp. z o.o., Warszawa
	100.0%
	-
	-

	
	
	
	
	

	
	 Jointly controlled entities accounted for the equity method
	
	
	

	16
	A2 Multimedia Sp. z o.o., Warsaw
	50%
	-
	-

	
	
	
	
	

	
	 Companies excluded from consolidation and equity accounting
	
	
	

	17
	 Polskie Badania Internetu Sp. z o.o., Warsaw
	20.0%
	20.0%
	20.0%

	18
	 Projekt Inwestycyjny Sp. z o.o., Warsaw
	100.0%
	100.0%
	100.0%

	19
	 Polskie Badania Outdooru Sp. z o.o., Warsaw (2)
	41.0%
	41.0%
	41.0%


(1) indirectly through GRA Sp. z o.o.

(2) indirectly through AMS SA
VI. MANAGEMENT BOARD’S REPRESENTATIONS

1. Representation concerning accounting policies

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

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

2. Representation concerning election of the Company’s auditor

Management Board of Agora confirms that the Company’s auditor have been elected according to applicable rules and that the company reviewing Agora’s accounts and chartered accountants engaged in the review of Agora met objectives to present an objective and independent report.

Warsaw, 26  September 2008

	Marek Sowa – 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 – Deputy President of the Management Board
	Signed on the Polish original
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