AGORA SA MANAGEMENT DISSCUSSION OF NON-CONSOLIDATED RESULTS

FOR FISCAL YEAR 2001

(PRESENTED ACCORDING TO POLISH ACCOUNTING RULES)

Accounting principles adopted by Agora SA are described in the introduction to the financial statements. These principles give accurate and fair description of the Agora’s fixed and financial assets and its operating results and profitability.

The main product of the Company is Gazeta Wyborcza.

For the first time in its history Agora faced an advertising recession. The challenge for the Company was to maintain the market position and profitability of its core business under conditions of shrinking advertising spending and growing competition, while simultaneously implementing its growth strategy.

In our opinion, we acquitted ourselves honorably. Total revenues declined 2.9%, or less than the market, and the key financial measures remained at a respectably high level:

· Operating profit amounted to PLN 104.0 million
· EBITDA margin reached 26.4% 
· Net profit of PLN 165.5 million
Description of the factors influencing profitability of the Company in the period covered by the financial statements is provided in the consolidated financial statements for fiscal year 2001. The Company believes that consolidated statements better reflect results and financial condition of the Company as it includes influence of Agora-Poligrafia Sp. z o.o., 100% owned by the Company and providing printing services to it.
External and internal factors affecting the development of the Company 

Detailed discussion of external and internal factors significant for further growth of the Company is provided in the consolidated financial statements for fiscal year 2001.

Future prospects

In 2002 Agora will face dual challenge – we will continue to be embattled by advertising recession while continuing to implement Agora’s growth strategy. 

The first few months of 2002 are the clear sign that the advertising market has not yet found its bottom and that the decline may continue for several months. We are not counting on a subsequent rapid recovery, we anticipate that the decline will be followed by a period of stagnation. The first signs of recovery will occur at the end of 2002 or on the cusp of 2002 and 2003. 

The Management Board of the Company does not expect revenue growth from existing operations; in fact, we will contend with a further, single digit decline. Our operating plan for 2002 was built on this assumption. Because of difficult market conditions, the plan assumes no periodic salary increases for staff in 2002. A bright point is the expected decline in newsprint prices. Agora estimates that on the average (for various types and weights of paper), the price will decline by 8.5-10%, expressed in EURO. The lower price, combined with continued lower production volumes, should deliver additional savings (provided however that the Polish zloty is not significantly decreased vis a vis EURO).

The Company will continue to carefully monitor its expense base. It should be noted, however, that cost cutting must be selective and should not extend to these expenses which are necessary to maintain market position, continue growth and implement expansion plans. 

Current year will be a significant one for Agora’s growth. Agora’s strong cards include, on the one hand, its attractiveness as partner for many media companies in Poland and abroad, and, on the other hand - particularly under present economic conditions – its liquidity and strong financial position. In the last year, the Company focused on its growth strategy, announced publicly in February 2001. In the last 12 months we evaluated a broad gamut of investment opportunities in this market and in the region. After in-depth analysis, we rejected many potential transactions because in our opinion they failed to meet criteria necessary for building shareholder value. In a couple of cases, we lost the assets to stronger Western European competitors. But a number of transactions – a few of them significant in size – are quite advanced. When they close, Agora will need to equal to challenges of effectively managing newly acquired companies. We are fully aware of the importance of this task and are actively engaged in the process of getting the management ready.

OPERATING REVIEW 

Detailed discussion of operating results is provided in the consolidated financial statements for fiscal year 2001.

GAZETA WYBORCZA

Paid circulation

Revenue from copy sales was up 12.2% to PLN 172.4 million, while the average net price per copy increased by 13.2% (excluding VAT) and distribution margin rose by 1.2pp. Revenue from paid circulation comprised 21.8% of the Company's revenue.

According to  the Circulation Audit Office (ZKDP), total sales of paid circulation of Polish daily newspapers decreased by 5.7%. Thanks to active readership promotion, as well as effective leverage of increased Polish and foreign newsflow, Gazeta ‘s average daily copy sales for 2001 reached 463,000 copies (up 0.3% y-o-y). 

Advertising Sales

Gazeta's advertising revenue amounted to PLN 558.3 million, 9.3% down y-o-y, and accounted for 70.5% of the Company's total revenue.

According to Agora estimates, Polish ad market decreased by 6.0% (figures are adjusted for discount rates and not adjusted for inflation), while the daily press market (excl. free press) declined by 10.9%.
	ADVERTISING REVENUE
	
	
	%growth

	(in PLN million)
	2001
	2000
	’01/’00

	National advertising
	294.8
	326.6
	(9.7%)

	Share in total ad revenue
	52.8%
	53.1%
	

	Local advertising (excl. Warsaw)
	135.0
	146.0
	(7.5%)

	Share in total ad revenue
	24.2%
	23.7%
	

	Warsaw advertising
	128.5
	142.7
	(9.9%)

	Share in total ad revenue
	23.0%
	23.2%
	

	TOTAL
	558.3
	615.3
	(9.3%)


FREE PRESS

On October 15, 2001, Agora SA published the first issue of a free newspaper, Metro, distributed twice a week in Warsaw with a total circulation of 50,000 copies. On December 14, 2001, Wrocław’s Metro kicked off (also twice a week with a circulation of 50,000 copies).

By entering the free press market, Agora SA aims to reinforce its position in the ad market as well as strengthen Gazeta Wyborcza’s position in Warsaw and other Polish cities.

In 2001, Metro brought revenue of PLN 0.3 million, while operating cost amounted to PLN 0.4 million (including newsprint and other production materials of PLN 0.18 million).

INTERNET (with allocations)

Total online revenue in 2001 amounted to PLN 3.8 million (including advertising revenue of PLN 3.0 million) and increased by 7.2%.

In December 2001, there were 102 employees working on the project, including 4 allocations. Operating costs reached PLN 29.1 million, including D&A of PLN 10.6 million and promotion of PLN 4.4 million. The internet project contributed negatively to the Company’s net result by PLN 18.2 million. Capital expenditures (fixed assets, intangible assets and investments-in-progress) amounted to PLN 17.9 million.

ADDITIONAL INFORMATION


· On March 26, 2001 Agora announced a tender offer for the acquisition of shares in Art Marketing Syndicate SA (“AMS”). The tender offer started on April 2, 2001 and closed on April 11, 2001. The tender has been announced in order to acquire shares constituting 24.99% of the total number of votes at the Shareholders' Meeting of AMS at the price of PLN 60 per share. After the price was increased twice, to PLN 63 and PLN 70 shares entitling to 17.95% of the total number of votes at the Shareholders' Meeting were tendered. On April 13, 2001 the Management Board of Agora SA decided not to accept the shares of AMS that have been tendered as insufficient shares were tendered to reach the minimum acceptance threshold specified in the tender offer.

· On April 11, 2001 pursuant to the terms and conditions of the Exchangeable Loan Agreement of September 11, 1997 with later amendments between Agora and Cox Poland Investments Inc. (Cox), Agora transferred to Cox 9,158 series A registered shares and 15,445 series B registered shares of TKP. The shares transferred to Cox constitute 5.94% of TKP share capital and are entitled to 5.94% of votes at the TKP General Meeting of Shareholders. The shares were transferred to Cox in exchange for and in complete satisfaction of the principal and accrued interest under the Exchangeable Loan Agreement. As a result of the transfer, Agora’s stake in TKP decreased from 12.12% to 6.18%. 

On April 20, 2001 Agora and Cox sold all their shares of TKP to PolCom Invest SA Agora received PLN 41.3 million for its stake (6.18% of TKP shares). TKP paid Agora PLN 3.6 million of interest, of which PLN 1.8 million was transferred to Cox pursuant to Strategic Alliance Agreement of  December 5, 1997. Furthermore, Agora realised PLN 1.6 million of foreign exchange and interest gains on these transactions.
The transaction brought about an increase in tax of PLN 2.1 million, while the tax due on the back of the said transactions (paid in the first half) decreased by PLN 4.6 million.
The sale of TKP shares increased the Company’s net result by PLN 101.9 million  (calculated as of June 30, 2001).
· On July 12, 2001, a total of 2,870,845 additional common bearer shares of Agora SA were listed on the Warsaw Stock Exchange. These shares constitute 16% of the Company’s free float. Of these 2.5 million shares are in possession of shareholders who acquired the shares as a result of the Company’s transformation into the joint stock company in 1998. The remaining shares constitute those acquired as a result of incentive plans implemented by Agora. On July 1, 2001, the lock-up on those shares has expired in accordance with the principles disclosed in the international offering circular.
· On December 27, 2001, 190 beneficiaries of incentive plans purchased from Agora-Holding a total of 22,406 common registered series D shares of Agora and 276 beneficiaries purchased from Agora-Holding a total of 1,318,240 common registered series B shares of Agora. The purchase took place due to the execution of the conditional rights to purchase shares resulting from the incentive plans implemented by Agora and Agora-Holding. The granting of the conditional rights to purchase shares was confirmed by the General Meeting of Shareholders of Agora dated June 27, 2001. The unit purchase price for share is PLN 1.00. The Series D shares are subject to lock-up until July 2003. The Series B shares are subject to lock-up until July 2006 in such a way that each year the lock-up will expire in respect to 20% of the initial number of shares unless there appear other conditions provided for in the agreements between Agora and Agora-Holding and between Agora-Holding and each of the purchasers of the above shares.

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

	
	Ownership at 31/12/2001

	Wanda Rapaczynski
	1,416,423

	Piotr Niemczycki
	1,881,300

	Helena Łuczywo
	1,382,329

	Zbigniew Bąk
	              18,901


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

	
	Ownership at 31/12/2001

	Wanda Rapaczynski
	0

	Piotr Niemczycki
	0

	Helena Łuczywo
	0

	Zbigniew Bąk
	0


· Ownership of Agora’s shares and rights to these shares (members of the Supervisory Board).
	
	Ownership at 31/12/2001

	Henryka Bochniarz
	0

	John Mellott
	0

	Tomasz Sielicki
	33

	Stanisław Sołtysiński*
	-

	Louis Zachary
	0


* Stanisław Sołtysiński  invests in a Blind Trust fund

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

	
	Number of shares
	% stake in share capital
	Number of votes at AGM
	% share in number of votes at AGM

	Ownership at 31/12/2001
	
	
	
	

	Agora-Holding Sp. z o. o.
	15,355,351
	27.05%
	32,461,111
	42.80%

	Cox Poland Investment, Inc.
	5,818,450
	10.25%
	7,774,690
	10.25%

	Bankers Trust Company
	5,504,794
	9.7%
	5,504,794
	7.26%


POST BALANCE SHEET EVENTS

The post balance sheet events that have taken place after the 31 December 2001 are discribed in the note 13 to the financial statement.

THE TRANSACTION WITH THE RELATED PARTIES

Are described in the addition note 7 to the financial statement.

Warsaw, 12 April 2001

Wanda Rapaczynski – President

 Signed on the polish original
Piotr Niemczycki - Vice President

 Signed on the polish original
Helena Łuczywo - Member of the Board
 Signed on the polish original
Zbigniew Bąk - Member of the Board
 Signed on the polish original
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