TRANSLATION

tHE

Auditors’ Opinion

on the audit of financial statements of

AGORA SA

To the Shareholders of Agora SA

We have audited the accompanying financial statements of Agora SA seated in Warsaw, ul. Czerska 8/10, consisting of: introduction, the balance sheet as at 31 December 2000, with total assets and total liabilities and equity of PLN 1,010,035,280.62, the profit and loss account for the year then ended with a net profit of PLN 143,496,395.62; the schedule of changes in shareholders’ equity with an increase of PLN 143,679,809.66; the cash flows statement for the year then ended with an increase in cash amounting to PLN 5,343,282.44; and the supplementary notes to the financial statements. 

These financial statements are the responsibility of the Company’s management. Our responsibility is to express an opinion on these financial statements based on our audit.
We conducted the audit in accordance with International Standards on Auditing as issued by the International Federation of Accountants, section 7 of the Polish Accounting Act dated 29 September 1994 (Official Journal no.121, item 591 with subsequent amendments) and the professional norms established by the Polish National Council of Certified Auditors. These standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of material misstatement.  An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements. An audit also includes assessing the accounting principles used and significant estimates made by management, as well as evaluating the overall financial statement presentation.  We believe that our audit provides a reasonable basis for our opinion.

In our opinion, these financial statements have been prepared from properly maintained accounting records and present fairly, in all material aspects, the financial position of the Agora SA as at 31 December 2000 and the results of its operations and cash flows for the year then ended in accordance with the accounting standards applied in Poland as set out in the Polish Accounting Act dated 29 September 1994 (Official Journal no.121, item 591 with subsequent amendments) which have been applied on a consistent basis as well as with additional requirements concerning issuers of securities allowed for public circulation.

As required under the Polish Accounting Act dated 29 September 1994 we also report that the information given in the directors’ comment is consistent with the financial statements.

	signed on the Polish original
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	signed on the Polish original
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	Certified Auditor No. 796/1670
Bogdan Dębicki, 

Member of the Board of Directors
	For KPMG Polska Audyt Sp. z o.o.

Certified Auditor No. 796/1670

Bogdan Dębicki, 

Member of the Board of Directors
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	For KPMG Polska Audyt Sp. z o.o.

Robert Novakowski, Director 

	
	

	Warsaw, 12 April 2001 
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1 General

1.1 General information on the Company

1.1.1 Company name

Agora SA

1.1.2 Registered office

Ul. Czerska 8/10

00-732 Warszawa

1.1.3 Commercial registration


Seat of the court:
Warsaw


Date: 
1 April 1998


Registration number: 
RHB 53260

1.1.4 Tax Office and Provincial Statistical Office registration


NIP:
526-030-56-44


REGON: 
011559486

1.2 Auditor information


KPMG Polska Audyt Sp. z o. o.


ul. Chłodna 51, XVI floor


00-867 Warsaw

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

1.3 Legal status

1.3.1 Share capital


The share capital of the Company as at 31 December 2000 amounted to PLN 56,757,525 divided into 56,757,525 ordinary shares with a nominal value of PLN 1 each.

1.3.2 Board of Directors

At 31 December 2000, the Board of Directors of the Company was comprised of the following members:

· Wanda Rapaczynski
- the President

· Piotr Niemczycki

- the Vice President

· Helena Łuczywo

- the Member of the Board

· Zbigniew Bąk

- the Member of the Board 

During the audited year Jerzy Thieme was released from the position of the Member of the Board of Directors and Zbigniew Bąk was appointed as a new Member of the Board of Directors.

1.3.3 Scope of activities


The Company's Statute lists its business activities as follows:

· editing, publishing and sale of newspapers and magazines, books, brochures and special non-periodic items, printing posters, reproductions, artistic works, including foreign publishing,

· printing, including printing of newspapers and other items, editing and bookbinding,

· selling, marketing, advertising and promotion, including production and sale of   television and radio advertisements,

· production, co-production, publishing and broadcasting of films and phonographic records,

· production, broadcasting  in order to publish whole and unchanged items, distribution of television and radio programmes, including services such as “paid television films”, “video at wish”, thematic channels and other forms of paid television,

· IT services including network management,

· rendering of telecommunication services including data transfer by telecommunications networks,

· consulting, marketing research and other services for  mass media companies,

· organisation and running of fairs, lotteries, auctions and sport meetings,

· rendering of office and accounting services including bookkeeping,

· management, distribution, hiring and installation of equipment for transmission and receipt of TV and radio signal, management of subscriber’s services,

· arrangement of works for the needs of broadcasting, including interpreting, improving. adaptation and purchasing and selling copyrights (intangible property rights) connected with publishing and broadcasting activity,

· real estate management including real estate hiring, including owned and rented properties,

· investment activity including securities and activity connected with operation of pension and social funds for the Company and related parties,

· collecting and storing information of on all means, rendering information services for mass media and other forms of selling information,

· rendering agency and representation services for domestic and foreign clients as well as retailing and wholesaling of products at home and abroad.

1.4 Prior period financial statements

The financial statements for the period from 1 January 1999 to 31 December 1999 were audited by KPMG Polska Audyt Sp. z o.o., and received a qualified opinion.

The financial statements were approved at the Shareholders Meeting on 13 June 2000 where it was resolved to distribute the profit for the prior financial year of PLN 120,750 thousand as follows:

· Increase of Company’s Fund for Retirement Bonuses by PLN 3 thousand.

· Increase of reserve capitals by PLN 120,747 thousand.

In 2000 the Company changed its policy with respect to share issuance costs. These costs, previously classified as intangible assets, after being netted with tax savings, have been offset against share premium. The change results in a decrease in intangible assets and shareholders equity of PLN 18,502 thousand and PLN 13,492 thousand, respectively. Additionally, the provision for deferred tax was reduced by PLN 5,010 thousand.
In 2000 the Company provided for financial fixed assets, being shares and loans granted. To date, these financial fixed assets were presented in the Agora SA financial statements at acquisition cost or at nominal value, which was the subject of the qualified opinion to the financial statements of Agora SA for the years 1998 and 1999. As a result of change in this policy, the Company provided for impairment losses of their shares in Telewizyjna  Korporacja Partycypacyjna SA amounting to PLN 98,518 thousand and shares in and loans to Inforadio Sp. z o.o. amounting to PLN 2,800 thousand and PLN 6,800 thousand, respectively. The provisions decreased reserve capital by PLN 108,118 thousand as at 31 December 1999. 

Except for the above changes , the closing balances as at 31 December 1999 have been properly recorded as the opening balances of the auditing period. 

The financial statements were submitted to the Registry Court on 26 June 2000 and were published in “Monitor Polski B” No. 375 of 21 August 2000.

1.5 Audit scope and responsibilities

The auditors’ report was prepared for the Shareholders’ of Agora SA seated in Warsaw, ul. Czerska 8/10, and relates to the financial statements comprising: introduction, the balance sheet as at 31 December 2000, with total assets and total liabilities and equity of PLN 1,010,035 thousand; the profit and loss account for the year then ended with a net profit of PLN 143,496 thousand; the schedule of changes in shareholders’ equity with an increase of PLN 143,680 thousand; the cash flows statement for the year then ended with an increase in cash amounting to PLN 5,343 thousand; and the supplementary notes to the financial statements.

We have audited the financial statements in accordance with the contract dated 4 September 2000.

We conducted the audit in accordance with International Standards on Auditing as issued by the International Federation of Accountants, section 7 of the Polish Accounting Act dated 29 September 1994 (Official Journal no.121, item 591 with subsequent amendments) and the professional norms established by the Polish National Council of Certified Auditors.


We have conducted an independent audit of these financial statements in order to express an opinion thereon and present this, together with a written auditors’ report, to the Company’s Directors and Shareholders.

On 12 April 2001, the Company’s directors submitted a representation letter as to the completeness, fairness and accuracy of the financial statements presented for audit which, amongst other things, confirmed that there were no undisclosed matters significantly influencing the information presented in the financial statements for the audited year.


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


KPMG Polska Audyt Sp. z o.o. is independent of the Company and the scope of the work planned and performed has not been limited in any way.  The method and scope of our audit is detailed in working papers prepared by us and retained in the offices of KPMG Polska Audyt Sp. z o.o.

2 Financial analysis of the Company

2.1 Summary of the financial statements

2.1.1 [image: image1.wmf]ASSETS

31.12.2000

% of total

31.12.1999

% of total

PLN '000

PLN '000

Fixed assets

Intangible fixed assets

19,797 

2.0

14,292 

1.7

Tangible fixed assets 

596,619 

59.1

369,027 

44.7

Financial fixed assets 

73,264 

7.2

65,787 

8.0

689,680 

68.3

449,106 

54.4

Current assets

Inventories 

24,413 

2.4

17,201 

2.1

Accounts receivable and claims

106,263 

10.5

82,070 

9.9

Short term securities

151,462 

15.0

245,101 

29.7

Cash

36,876 

3.7

31,420 

3.8

319,014 

31.6

375,792 

45.5

Interperiod settlements

1,341 

0.1

941 

0.1

TOTAL ASSETS 

1,010,035 

100.0

825,839 

100.0

EQUITY AND LIABILITIES  

Equity 

Share capital

56,758 

5.6

56,758 

6.9

Reserve capital 

593,180 

58.7

472,133 

57.2

Revaluation reserve

643 

0.1

756 

0.1

Profit or loss after taxation for the financial year

143,496 

14.2

120,750 

14.6

794,077 

78.6

650,397 

78.8

Provisions

5,093 

0.5

4,355 

0.5

Long term liabilities

91,158 

9.0

79,101 

9.6

Short term liabilities and special funds

Short term liabilities

95,395 

9.5

75,052 

9.1

Special funds

6,347 

0.6

4,637 

0.5

101,742 

10.1

79,689 

9.6

Accruals and deferred income

17,965 

1.8

12,297 

1.5

TOTAL EQUITY AND LIABILITIES

1,010,035 

100.0

825,839 

100.0

 

Balance sheet

2.1.2.
Profit and loss account (by function)
[image: image2.wmf]2000

1999

1.

Return on sales

net profit x 100%

17.6%

17.4%

sales 

2. 

Debtors turnover

trade receivables x 365 days

54 days

45 days

sales 

3.

Debt ratio

total liabilities x 100%

21.4%

21.2%

total liabilities and equity

4. 

Current ratio

current assets

3.1

4.7

current liabilities

5. 

Return on equity

net profit x 100%

18.1%

18.6%

shareholders' equity


2.2  Selected financial ratios

[image: image3.wmf]1.01.2000 - 

31.12.2000

% of total 

sales

1.01.1999 - 

31.12.1999

% of total 

sales

PLN '000

PLN '000

Sales of merchandise and products

Sales of merchandise and raw materials

5,331 

0.7

3,976 

0.6

Sales of finished products

810,748 

99.3

690,178 

99.4

816,079 

100.0

694,154 

100.0

Cost of sold merchandise and finished products

Cost of merchandise and raw materials sold

(4,066)

0.5

(3,517)

0.5

Cost of finished products sold

(425,546)

52.1

(353,674)

51.0

(429,612)

52.6

(357,191)

51.5

Gross profit on sales

386,467 

47.4

336,963 

48.5

Selling expenses

(79,423)

9.7

(54,568)

7.9

Administrative and general expenses

(104,289)

12.8

(97,058)

14.0

Profit on sales

202,755 

24.8

185,337 

26.7

Other operating revenues

Revenue from the sale of fixed assets

1,138 

0.2

43 

0.0

Other

5,108 

0.6

2,756 

0.4

6,246 

0.8

2,799 

0.4

Other operating expenses

Cost of fixed assets sold

(1,595)

0.2

(205)

0.0

Other

(30,009)

3.7

(16,095)

2.3

(31,604)

3.9

(16,300)

2.3

Operating profit

177,397 

21.7

171,836 

24.8

Financial revenue

Revenue from the sales of shares

10,105 

1.3

288 

0.0

Interest 

10,488 

1.3

16,949 

2.5

Other

30,560 

3.7

45,113 

6.5

51,153 

6.3

62,350 

9.0

Financial expenses

Interest 

(4,369)

0.5

(8,752)

1.3

Other

(26,007)

3.2

(43,744)

6.3

(30,376)

3.7

(52,496)

7.6

Gross profit on business activities

198,174 

24.3

181,690 

26.2

Extraordinary gains

67 

0.0

14 

0.0

Extraordinary losses

(1)

0.0

(14)

0.0

Profit before taxation

198,240 

24.3

181,690 

26.2

Obligatory charges to the financial result

Corporate income tax

(54,744)

6.7

(60,940)

8.8

Net profit

143,496 

17.6

120,750 

17.4


· Total liabilities include: bank credits, loans, short term liabilities, special funds, accruals, deferred income and provisions.

· Shareholder’s equity includes: share capital, reserve capital, revaluation reserve, other capital reserves, accumulated profit/loss from previous years and profit/ loss after taxation for the financial year.

· Sales include revenues from sales of products, merchandise and raw materials.

2.3 Interpretation of selected financial ratios

Return on sales and return on equity

The ratios remain at a similar level as in the previous year.

Debtors turnover

This ratio worsened compared to the prior year mainly due to a worsening in the financial condition of the Company’s customers, which resulted in slower payments of their debts. 

Debt ratio 

This ratio remains at a similar level as in the previous year.

Current ratio 

The current ratio worsened comparing to the prior year mainly due to the use of proceeds from the sale of commercial papers to finance purchases of fixed assets. Moreover, trade liabilities increased due to higher purchases of paper before the end of the year. 

3 Detailed report

3.1 Accounting records

The Company's accounting principles have been approved by the Board of Directors.

The financial statements are supported by accounting records which are maintained in accordance with Art. No. 13 part 1 of the Accounting Act dated 29 September 1994.

3.2 Changes in accounting policy

In 2000 the Company changed its policy in respect to share issuance cost. Details of the change is described in point 1.4.

3.3 Internal control


Internal control is enforced by the Financial Director and the Management Board on a functional basis.

During our audit of the financial statements, we have reviewed the underlying system of internal control in order to determine the extent of our audit procedures. Our review should not be relied upon to disclose all irregularities or material weaknesses in the system. Our procedures did not discover any significant irregularities in the internal control system.

3.4 Asset counts


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

· trade receivables and payables

· inventories

· cash

Count differences were recorded in the period covered by the financial statements.

3.5 Notes to the financial statements


All information included in the notes to the financial statements is presented accurately and completely by the Company when read in conjunction with the financial statements taken as a whole.
3.6 Statement of cash flows

The statement of cash flows has been properly prepared and is consistent with the balance sheet and profit and loss account.

3.7 Directors’ comment on the Company's activities

The information presented in the directors’ comment on the Company's activities is consistent with the financial statements.

3.8 Information on the auditors’ opinion

Based on our audit of the financial statements as of and for the year ended 31 December 2000 we have issued an unqualified opinion. 

	signed on the Polish original

....................................................
	signed on the Polish original

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

	Certified Auditor No. 796/1670

Bogdan Dębicki, 

Member of the Board of Directors
	For KPMG Polska Audyt Sp. z o.o.

Certified Auditor No. 796/1670

Bogdan Dębicki, 

Member of the Board of Directors 

	
	signed on the Polish original

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

	
	For KPMG Polska Audyt Sp. z o.o.

Robert Novakowski, Director 

	
	

	Warsaw, 12 April 2001
	


To Agora Shareholders:

When we founded Agora and Gazeta Wyborcza twelve years ago, this is how Adam Michnik defined our mission: „We want Gazeta Wyborcza to be a newspaper of a Poland that is part of a new world order: democratic and sensible, enterprising and outgoing, tolerant and open.” Our mission statement, created in the spring of 1990, defined editorial independence as the overriding objective while pointing out that financial independence is its surest guarantee.

On these two cornerstones we built a powerful newspaper – a significant voice in Polish public life and a major business enterprise. When we look back, we are proudest of the fact that we were able to combine the fulfillment of public mission with a successful business, doing good and doing well, thus effectively protecting Gazeta’s independence.

Now we are taking the next step forward. At the beginning of this year we announced the strategy for Agora’s growth; its implementation is now underway. We intend to become involved in other media sectors and new lines of business in publishing, broadcast media, advertising and the Internet. The growth will occur largely via mergers and acquisitions. The Polish market will be our first priority, but we will also look carefully at opportunities outside of Poland, primarily in Central Europe.

Why elect expansion instead of peaceably collecting the fruits of our past successes? We are a public company and our main job is to keep building shareholder value. Poland’s advertising market is maturing; it has made significant progress in catching up with the West. Therefore we doubt the return of the halcyon days of 50% annual growth of advertising spending and must reach for new businesses in other segments of the media market. The date of Poland’s accession to EU is approaching and the competition for media properties in Poland is heating up. To become a player with a vote in the European consolidation, over the next 2-3 years we need to significantly broaden the base of Agora’s operations. Internet – though currently out of favor with investors – is undoubtedly a revolution. It creates both new threats and new opportunities, and thus forces a change of thinking about media.  We are confident that now that the Internet gold rush is finally over, the emergence of a new business paradigm and an orderly development of this market is only a matter of time. We want to be ready when it comes – carefully investing in building Agora’s position and gathering useful assets in the form of a range of media enterprises.

Our proven track record of business success is not limited to the press market. A few years ago we began investing in local radio stations. Today we are the number one local radio player and the third largest commercial radio enterprise in Poland. It is worth noting that we not only built a solid market position and revenue base; first and foremost, we have led the charge to modernize Polish radio and, at the risk of appearing immodest, have been the engine of growth of the local radio market. We only regret that our contribution has not been fully recognized by the broadcast media regulator who, we believe, pays insufficient attention to the development of the Polish media market.

We will be implementing our development program under market conditions that, on first sight, appear unfavorable. The Internet bubble has burst, the US economy is no longer booming, the downturn of stock markets worldwide has turned off investors, capital market liquidity has dried up, and the dreaded word „recession” has resurfaced. The situation in Poland is not great, either; after years of growth, the economy has slowed down owing to a combination of global and local factors and Polish companies have been reporting weaker performance for 2000. Perhaps the situation will improve in six months; perhaps again, Poland has a couple of tough years ahead.

Is an ambitious growth plan realistic under such conditions? Our answer is a resounding „yes.” A growing economy benefits everyone; when it slows down, the weakest market players are the first to suffer. Agora is among the strongest. We have in our arsenal important competitive weapons, the result of many years of assiduous efforts: an excellent market position which continues to be an object of our constant care, a rare reputation for clean dealing, in Poland and abroad, professional management motivated by stock participation and, last but not least, significant financial liquidity, or the means to invest. These are tools for turning adversity into opportunity. We have the next two to three years to prove our mettle by using these tools with good sense.

Much depends on the outcome. Agora’s reputation and its market position, satisfaction of shareholders and staff all hang on it. So does what to us, the management of Agora, continues as the chief task and a source of inspiration – that the voice of Gazeta continues to be clearly heard in the public debate in Poland, promoting values which have guided us in the last 12 years as we were editing the newspaper, running the business and participating in the shaping of Polish reality. It appears that in our part of Europe, more than a decade into building democracy and market economy, this voice is as necessary as ever. 

Management Board:

Wanda Rapaczyński

Piotr Niemczycki

Helena Łuczywo

Zbigniew Bąk







       Warsaw, 12 April 2001.

ADDITIONAL EXPLANATORY NOTES

1. As at 31 December 2000 the Company  had:


open foreign currency forwards 

	Currency date
	Type of transaction
	Amount
	Rate

	06.03.2001
	purchase
	 1 000 000    USD 
	                4,5490     USD/PLN

	06.03.2001
	purchase
	              1 000 000 EURO
	                4,0480    EURO/PLN

	06.03.2001
	sale
	 1 000 000 EURO
	                4,0740    EURO/PLN

	06.03.2001
	sale
	 1 000 000    USD
	                4,5620      USD/PLN


The transactions were entered into to hedge against foreign currency.

· The Company has also three year long foreign currency contract ending in July 2003. Following it Agora was supposed to buy EURO 500,000 for the amount of PLN 2,429 thousand. In January 2001 the transaction was suspended for a period till 15 August 2002.

· Additionally Agora entered into two other foreign currency hedging transactions described in the note 20.

2. The Arbitration Tribunal of the International Chamber of Commerce on 26 June, 2000 awarded the claims for damages by Telewizyjna Korporacja Partycypacyjna SA (“TKP”), Agora S.A., Canal+ S.A. and Polcom Invest S.A. against @Entertainment for the amount of $10 million, plus interest and reimbursement of legal and arbitration costs. The counterclaims of @Entertainment were rejected. The above proceeding relates to the letter of intent of 17 February, 1998 signed by TKP, Agora S.A., Canal+ and Polcom Invest S.A. and @Entertainment regarding @Entertainment’s investment in TKP. The matter is described in Chapter 5, item 10.1.2. of Agora’s prospectus. 

With regard to this dispute, Agora SA was disclosing a contingent liability of  22.5 % of any judgement against TKP. Agora SA has made no provisions with respect to this matter and the aforementioned decision removes the contingent liability.

3. The Company has no liability to the State, or local authorities pursuant to acquisition of buildings.

4. Until 31 December 2000 Agora SA has not discontinued any activity and does not anticipate any discontinuance in the current year.

5. In the twelve months ended 31 December 2000 the Company produced in-house for its own use microcomputers of the carrying value amounting to PLN 1 925 thousand, and improved existing for an amount of PLN 2 104 thousand (in total PLN 4 029 thousand).

6. In the twelve months ended 31 December 2000 Agora spent PLN 291 million for capital expenditure, with no direct expenditures for environmental protection. Till 31 December 2001 the Company plans to invest further PLN 278 million, including:

·   building and equipping printing plant in Warsaw



PLN 26 million,

·   building and equipping printing plant in Pila



PLN 27 million,

·   extension of printing plant (building and machine) in Tychy


PLN   2 million,

·   building the Company’s head office building in Warsaw


PLN 131 million,

·   extension of telecommunication and computer network


PLN 44 million,

·   internet (hardware and software)





PLN 25 million.

Until 31 December 2001 no direct expenditures for environmental protection are planned.

Contracted capital commitments existing at the date of signing the financial statements amounted to PLN 173,381 thousand.

7.  
All transactions made with related parties in the year 2000 are of a regular business nature, the material ones are listed below:

· printing services of Agora Poligrafia to Agora SA totalling PLN 55 839 thousand,

· printing machinery lease (Agora SA leases to Agora Poligrafia), with rent totalling PLN 4 442 thousand,

· office space rental (Agora Poligrafia lets to Agora SA), with rent totalling PLN 1 135 thousand,

· loans granted by Agora SA to affiliates, PLN 5 112 thousand in total, including:

· PLN 200 thousand to Radio Trefl Sp. z o.o.,

· PLN 470 thousand to Elita Sp. z o.o.

· PLN 410 thousand to Radio O’le Sp. z o.o.

· PLN 225 thousand to City Radio Sp. z o.o.

· PLN 385 thousand to Uznam Sp. z o.o.

· PLN 950 thousand to Barys Sp. z o.o.

· PLN 85 thousand to KKK FM Sp. z o.o.

· PLN 2 187 thousand to ROM Sp. z o.o.

· PLN 200 thousand to Lokalne Rozg³oœnie Radiowe Sp. z o.o.
· Agora SA purchased commercial papers issued by affiliates totalling PLN 29 432 thousand, including amounts of:

· PLN 28 815 thousand purchased from Agora Poligrafia Sp. z o.o.

· PLN 440 thousand purchased from Radio Trefl Sp. z o.o.

· PLN 177 thousand purchased from Radio Jazz Sp. z o.o.

· Affiliates repurchased commercial papers from Agora SA totalling PLN 32 800 thousand, including amounts of:

· PLN 32 100 thousand repurchased by Agora Poligrafia Sp. z o.o.

· PLN 500 thousand repurchased by Radio Trefl Sp. z o.o.

· PLN 200 thousand repurchased by Radio Jazz Sp. z o.o.

In the current period the Agora entered into a transaction with parties that are related to the Agora in another than capital relation way. The transactions were concluded with ComputerLand S.A., the President of the Management Board of ComputerLand S.A. is also the member of the Supervisory Board of Agora SA. Subject of the one transaction is the implementation of the IT system (personnel and wages) and granting the licences of the total expected value of USD 670 thousand. 

Additionally Agora together with ComputerLand SA set up a joint venture company Centrum Handlu Internetowego Sp. o.o., in which each company has 50% of shares and votes. 

All balances of settlements of debtors, creditors and loans  as at 31 December 2000 in PLN thousand:

	Company


	% of owned capital
	share of votes in %
	Receivables
	Liabilities
	Loans

granted
	Commercial

papers

	Agora Holding Sp. z o.o.
	-
	-
	-
	-
	-
	-

	KKK FM SA
	51%
	51%
	          316    
	          18    
	    1 322    
	             -      

	Jan Babczyszyn Radio Jazz FM Sp. z o.o.
	42%
	42%
	              1    
	             -      
	            -      
	        187    

	IM 40 Sp. z o.o.
	72%
	72%
	          783    
	          15    
	            -      
	             -      

	Radio Trefl Sp. z o.o.
	59%
	59%
	            64    
	             -      
	        159    
	        362    

	Elita Sp. z o.o.
	99%
	99%
	            99    
	             -      
	        184    
	             -      

	O`LE Sp. z o.o.
	100%
	100%
	          171    
	             -      
	        104    
	             -      

	Inforadio Sp. z o.o.
	42%
	42%
	              8    
	             -      
	   10 009    
	             -      

	Karolina Sp. z o.o.
	100%
	100%
	  155    
	        120  
	        976    
	-

	Lokalne Rozg³oœnie Radiowe Sp. z o.o.
	100%
	100%
	            16    
	-
	210
	-

	CITY Radio Sp. z o.o.
	100%
	100%
	          117    
	12
	851
	-

	Biuro Obs³ugi Radiowej Sp. z o.o.
	46%
	46%
	          273    
	17
	            -
	-

	Radio Wawel Sp. z o.o.
	50%
	50%
	-
	-
	-
	-

	Agora Poligrafia Sp. z o.o.
	100%
	100%
	       1 079    
	     9 080    
	            -      
	             -      

	ROM Sp. z o.o.
	49%
	49%
	163
	-
	2 883
	-

	Barys Sp. z o.o.
	90%
	90%
	136
	12
	1 041
	-

	ZUH Uznam Sp. z o.o.
	100%
	100%
	50
	-
	417
	-

	CHI Sp. z o.o.
	50%
	50%
	-
	-
	-
	-

	TOTAL
	
	
	       3 431    
	     9 274    
	   18 156    
	        549    


Revenue related to transactions with related parties between 01.01.2000 to 31.12.2000 in PLN thousand:

	Company


	Sales of products

 and services
	Sales of merchandise and materials
	Interest received


	Other income

	Agora Holding Sp. z  o.o.
	10
	-
	 - 
	-

	KKK FM SA
	185
	-
	95
	-

	Jan Babczyszyn Radio Jazz FM Sp. z o.o.
	7
	-
	 - 
	10

	IM 40 Sp. z o.o.
	1 053
	5
	 - 
	-

	Radio Trefl Sp. z o.o.
	125
	-
	19
	25

	Elita Sp. z o.o.
	121
	-
	70
	-

	O`LE Sp. z o.o.
	143
	-
	42
	-

	Inforadio Sp. z o.o.
	173
	-
	641
	-

	Karolina Sp. z o.o.
	402
	23
	73
	-

	Lokalne Rozg³oœnie Radiowe Sp. z o.o.
	77
	7
	10 
	9

	CITY Radio Sp. z o.o.
	164
	1
	74
	-

	Biuro Obs³ugi Radiowej Sp. z o.o.
	369
	-
	 - 
	-

	Radio Wawel Sp. z o.o.
	-
	-
	 - 
	-

	Agora Poligrafia Sp. z o.o.
	6 096
	109
	 - 
	1 067

	ROM Sp. z o.o.
	292
	-
	280
	-

	Barys Sp. z o.o.
	111
	-
	91
	-

	ZUH Uznam Sp. z o.o.
	79
	1
	31
	-

	CHI Sp. z o.o.
	-
	-
	-
	-

	TOTAL
	9 407
	146
	1 426
	1 111


Costs related to transactions with related parities in the period from 1 January 2000 till 31 December 2000 in PLN thousand.

	Company


	Purchases of products and services


	Purchases of  merchandise and materials
	Interest paid


	Other costs



	Agora Holding Sp. z o.o.
	-
	-
	 - 
	 - 

	KKK FM SA
	89
	-
	95
	 - 

	Jan Babczyszyn Radio Jazz FM Sp. z o.o.
	-
	-
	 - 
	 - 

	IM 40 Sp. z o.o.
	95
	6
	 - 
	 - 

	Radio Trefl Sp. z o.o.
	54
	-
	19
	 - 

	Elita Sp. z o.o.
	9
	-
	70
	 - 

	O`LE Sp. z o.o.
	11
	-
	42
	 - 

	Inforadio Sp. z o.o.
	
	-
	641
	 - 

	Karolina Sp. z o.o.
	224
	23
	73
	 - 

	Lokalne Rozg³oœnie Radiowe Sp. z o.o.
	-
	6
	10 
	9 

	CITY Radio Sp. z o.o.
	29
	1
	74
	 - 

	Biuro Obs³ugi Radiowej Sp. z o.o.
	75
	-
	 - 
	 - 

	Radio Wawel Sp. z o.o.
	-
	-
	 - 
	 - 

	Agora Poligrafia Sp. z o.o.
	57 205
	92
	 - 
	 - 

	ROM Sp. z o.o.
	-
	-
	280
	1 

	Barys Sp. z o.o.
	10
	-
	91
	-

	ZUH Uznam Sp. z o.o.
	-
	1
	31
	-

	CHI Sp. z o.o.
	-
	-
	-
	-

	TOTAL
	57 801
	129
	1 426
	10 


8. On 31 May 2000 Agora SA, CR Media Sp. z o.o., AGB Polska Sp. z o.o., and SMG/KRC Poland-Media SA signed a contract with InfoViDE Sp. z o.o. – the supplier to build and supply an information system for integration of data collected in monitoring of television, newspaper and radio advertising. The project was completed at 1 February 2001. The contract value amounted to PLN 291 thousand paid in equal parts by the ordering parties. The project is a joint venture that is not consolidated.

9. Employment:


The average number of employees in total:







including:






  
3 005

-
journalists






1 191

-

white collars






1 620

-
blue collars






   194

10. Salaries paid by the Company in the 12 months ended 31 December 2000 to:


Members of Board of Directors


PLN 2 151 thousand,


Supervisory Board Members



PLN    212 thousand

      The remuneration of the Management Board for 2000 reflects growth of Management Board from 3 to 4 members, and also contains non recurring expense (approximately PLN 300 thousand) related to personal changes in the Management Board in that period. The members of the Board of Directors and the members of the Supervisory Board did not receive any compensation from the subsidiary companies nor the associated entities.

11. In the 12 months ended 31 December 2000 the Company did not grant any guarantees or advances to the Board of Directors and Supervisory Board members.

12. The financial statements for the twelve months ended 31 December 2000 include no items regarding previous years.

13. Significant post balance sheet events.

· At 20 January 2001 the Company launched its Internet portal www.gazeta.pl.

· On 26 March 2001 Agora SA announced a tender offer for the acquisition of shares in Art Marketing Syndicate SA (“AMS”) at a price of 60 PLN per share in cash. The tender offer opened on 2 April 2001 and remained open until 11 April 2001.The tender has been announced in order to make it possible for the Company to obtain a degree of influence on the activities of AMS by acquiring 1.254.000 shares constituting 24.99% of the total number of votes at the Shareholders' Meeting of AMS and 29.74% of the share capital of AMS. If conditions are favourable, in particular if there appears a real possibility of obtaining a significant influence on the activity of AMS through an acquisition of large stakes of AMS' shares at a reasonable price, the Company will consider an increase of its share in the share capital of AMS, after obtaining the necessary permission from the Polish Securities and Exchanges Commission and the President of the Office for Protection of Competition and Consumers and satisfying all other legal requirements. Until that time, the Company intends to be a minority investor in AMS. Agora increased the price to 63 PLN per share on 9 April and later on 10 April 2001 the price was increased to 70 PLN per share in cash.

14. In the period covered by the financial statements there have been no relations between Agora SA and its legal predecessors, other than the described below.


On the 1 January 2000 Agora SA merged with Tran-Serwis SA, after the second was removed from the commercial register on the 31 December 1999. Since the economic materiality of the Trans-Serwis’s operations is very small comparing to Agora, and the Company owns 100% of the Trans-Serwis SA the merger took place by transferring all of the assets of Trans-Serwis to Agora (as ruled in art. 463 point 1 of the Polish Commercial Code ruling at that date) and with no increase in the Company's capital (as provided by art. 464 § 3 of the Commercial Code).

15. In 2000 inflation ratio was lower than 20% and accordingly financial statements are not inflation adjusted. 

16. During the year 2000, the Company changed its accounting policy regarding costs associated with the public offering of the shares of Agora. Following the change the offering costs net of any tax savings, are netted against proceeds from the share issue. The purpose of the change is to comply with the International Accounting Standards.

In the 2000 Agora set up provisions for long term investments in financial fixed assets: shares and loans held. In the past the assets were valued at cost or face value what was qualified upon in auditors opinions to financial statements of Agora SA in 1999 and 1998. 

17. The Company changed the comparative financial statements of 1999 in the following way:

· The Company has changed the balance sheet classification of the costs associated with the initial public offering of its shares in 1999. The change results in a decrease of intangible assets and shareholders equity by PLN 18,502 thousand and 13,492 thousand respectively. Additionally, the provision for deferred tax was reduced by PLN 5,010 thousand. As a consequence the depreciation charge for 2000 was reduced by PLN 3 914 thousand.

· As a consequence of a change in a policy regarding valuation of long term investments Agora provided for a permanent diminution in value of its shareholdings in the Telewizyjna Korporacja Partycypacyjna SA amounting to PLN 98 518 thousand and for shares and loans of Inforadio Sp. z o.o. amounting to PLN 2 800 thousand and PLN 6 800 thousand respectively. Since the adjustment is in respect of the previous financial years the retained earnings were reduced by the corresponding figure of PLN 108 118 thousand.

· In 2000 as explained in note 3, radio broadcasting companies: Trefl Sp. z o.o. and Barys Sp. z o.o., became subsidiaries of the Agora SA while previously they were associates to the Company. Therefore the comparative data for 2000 has been adequately restated.

· There are no other differences between the presented financial data for 2000 and for 1999 in comparison to previously published financial statements.

18. The Parent  Company excluded from the consolidation the following subsidiary and associated companies as not significant based on the Accounting Act from 29 September 1994 article 56 point 2.

Numbers are in PLN thousand

	
	Company
	Balance sheet total
	Net sales revenues and financial income
	% of  Agora’s balance sheet total
	% of  Agora’s net sales revenues and financial income

	1
	Inforadio Sp. z o.o.
	5 196
	2 377
	0,51 %
	0,27 %

	2
	Elita Sp. z o.o.
	977
	1 342
	0,10 %
	0,15 %

	3
	KKK FM SA.
	1 026
	3 170
	0,10 %
	0,37 %

	4
	Radio Trefl Sp. z o.o.
	1 323
	2 837
	0,13 %
	0,33 %

	5
	Jan Babczyszyn Radio Jazz FM Sp. z o.o.
	558
	1 595
	0,06 %
	0,18 %

	6
	IM-40 Sp. z o.o.
	6 062
	13 363
	0,60 %
	1,54 %

	7
	O'le Sp. z o.o.
	569
	1 093
	0,06 %
	0,13 %

	8
	Lokalne Rozgłośnie Radiowe Sp. z o.o.
	766
	1 459
	0,08 %
	0,17 %

	9
	Karolina Sp. z o.o.
	3 178
	6 133
	0,31 %
	0,71 %


	10
	City Radio Sp. z o.o.
	472
	1 269
	0,05 %
	0,15 %

	11
	Biuro Obsługi Radiowej Sp. z o.o.
	2 502
	11 220
	0,25 %
	1,29 %

	12
	Wawel Sp. z o.o.
	-
	-
	-
	-

	13
	Barys Sp. z o.o.
	548
	228
	0,05 %
	0,03 %

	14
	Uznam Sp. z o.o.
	173
	340
	0,02 %
	0,04 %

	15
	ROM Sp. z o.o.
	714
	277
	0,07 %
	0,03 %

	16
	CHI Sp. z o.o.
	6 050
	50
	0,60 %
	0,01 %

	
	Total
	30 114
	46 753
	2,98 %
	5,39 %

	
	Agora SA
	1 010 035
	867 232
	100,00 %
	100,00 %


AGORA SA MANAGEMENT DISSCUSSION OF NON-CONSOLIDATED RESULTS 

FOR FISCAL YEAR 2000

(PRESENTED ACCORDING TO POLISH ACCOUNTING RULES)

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

The main product of the group is “Gazeta Wyborcza”, the biggest daily in Poland. In 2000 apart from slowdown in dynamics of ad market growth in Poland, revenues, EBITDA and net profit of the Company were on the excellent levels:

* Revenues rise by 17.6% to PLN 816.1 million

* EBITDA margin reaches 29.5%

* Net profit of PLN 143.5 million, up by 18.8%

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 2000. 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.

Agora’s development plans

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

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

Detailed discussion of external and internal factors significant for further growth of the Company is provided in the consolidated financial statements for fiscal year 2000.

OPERATING REVIEW 

Detailed discussion of operating results is provided in the consolidated financial statements for fiscal year 2000.

Gazeta Wyborcza

Paid Circulation

With average copy price increase of 11.4% from last year, revenue from copy sales grew by 13.5% to PLN 153.7 million.

Advertising Sales

Gazeta's advertising revenue increased by 17.9% to PLN 615.3 million.

                                                                % Growth   

Advertising revenue (in PLN million)

   2000     1999        2000/1999 

    National advertising                    326.6     274.9       18.8%     

       Share in total advertising revenue    53.1%     52.7%

    Local advertising (Warsaw excluded)     146.0     121.6       20.1%     

       Share in total advertising revenue    23.7%     23.3%                

    Warsaw advertising                      142.7     125.4       13.7%     

       Share in total advertising revenue    23.2%     24.0%               

    Total                                   615.3     521.9       17.9%     

INTERNET

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

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

In January 2001 Agora launched pre-premiere portal.

ADDITIONAL INFORMATION

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

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

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

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

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

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

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

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

a. shares

	
	Ownership at 31/12/2000

	Wanda Rapaczynski
	1,377,340

	Piotr Niemczycki
	1,832,930

	Helena Łuczywo
	1,375,144


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

	
	Ownership at 31/12/2000

	Wanda Rapaczynski
	479

	Piotr Niemczycki
	472

	Helena Łuczywo
	472


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

	
	Ownership at 31/12/2000

	Henryka Bochniarz
	0

	Dean Eisner
	0

	Tomasz Sielicki
	33

	Stanisław Sołtysiński*
	-

	Louis Zachary
	0


* Stanisław Słtysiński invests in a Blind Trust fund.

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

	
	as at 31/12/2000

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

	Cox Poland Investment, Inc.
	12.2%

	Bankers Trust Company
	10.0%


Warsaw, 12 April 2001

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

Wanda Rapaczynski

President

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

Piotr Niemczycki

Vice-president

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

Helena Łuczywo

Member of the Board

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

Zbigniew Bąk

Member of the Board


INTRODUCTION

Main activities of the Agora SA (Company) are in media sector that is mainly newspaper and periodicals edition - EKD 2212 and advertising services EKD 7440 (press advertisement) also radio broadcasting through associates and subsidiaries.

Presented financial statements contain data for the 12 months ended, and as at 31 December 2000 with comparative figures for the 12 months ended, and as at 31 December 1999.

The 1999 comparative figures were adjusted for the issues stated in qualifications to the auditor’s opinion to 1999 financials of Agora SA. The qualification was pointing that the Company did not adjust the financial statements for the provisions resulting from a permanent diminution in the value of its shares and loans in associated companies. The adjustments made are described in the appropriate notes.

There are no entities inside the Company that prepare their own financial statements.

PRINCIPAL ACCOUNTING POLICIES, METHODS FOR VALUATION OF ASSETS AND LIABILITIES AND MEASURING OF THE PROFIT FOR THE YEAR

The Company is keeping its books in accordance with provisions of Accounting Act, dated 29 September 1994.

1.
Intangible fixed assets


Intangible fixed assets are valued at acquisition price or at development cost and are amortised using the straight line method over the following periods:

	
	

	Computer software
	2-3 years

	Perpetual usufruct
	10 years

	Licences, patents and trademarks
	5 years

	Goodwill
	5 years

	Other
	5 years


2.
Tangible fixed assets

Tangible fixed assets are recorded at acquisition price or at the cost of production, reconstruction or improvement. Tangible fixed assets are subject to periodical statutory revaluation in accordance with the Accounting Act dated 29 September 1994.

Tangible fixed assets are depreciated using the straight-line or reducing balance methods over their estimated useful lives. Depreciation commences from the month following the month in which a fixed asset was acquired or transferred from construction in progress. Starting from 1 January 2000 tangible fixed assets of value lower then PLN 3,500 have been fully depreciated in the month following the month in which a fixed asset was acquired or transferred from construction in progress.


The principle depreciation rates used are as follows:

	Buildings and constructions
	2,5-10,0%

	Plant and machinery
	5,0-60,0%

	Vehicles
	14,0-20,0%

	Other
	10,0- 25,0%


Expenditure on repairs or maintenance of tangible fixed assets which do not improve or extend the useful life of the asset are expensed as incurred; significant improvements are capitalised.

During the year, new depreciation periods from 6 to 16 years, with 10% residual value in a few cases, were determined for printing presses put to use in 2000, while the depreciation periods of previously existing presses did not exceed 10 years. 

3.
Assets under construction

Assets under construction are valued at either the acquisition price or the production cost of the tangible or intangible fixed assets which will be brought into use on completion. 

4.
Investments 

Investments classified as long-term assets are carried at the lower of cost and net realisable value, less amounts provided for to recognise other than temporary diminution in the value of the investment. 

Long term loans granted are valued at the actual amounts together with interest accrued to the balance sheet date less provisions.

Purchased loans and debts are valued at purchase cost.

5.
Inventory


Inventory is valued at the lower of cost or cost of production which approximates actual cost and net realisable value. Cost includes expenditure incurred in acquiring the inventories and bringing them to their existing condition and location.

Printing-ink is valued at actual prices, finished goods at net realisable value, goods for resale at cost, others on the first-in, first-out basis.

Net realisable value is the estimated selling price in the ordinary course of business, less the estimated costs of completion and the estimated costs necessary to make the sale.

In the balance sheet inventory is stated net of provisions made for slow moving or obsolete stock.

6.
Debtors, claims and creditors


Debtors, claims and creditors denominated in Polish Zloty are recorded at nominal value. At the balance sheet date they are valued at amounts due.

Debtors, claims and creditors denominated in foreign currencies are translated to Polish Zloty at the average NBP exchange rate at the transaction date unless customs documents (SAD) indicate a different rate.  Foreign currency balances are restated at the balance sheet date at the average NBP exchange rate for the respective foreign currency.  

Debtors balances at the balance sheet are stated net of provisions for doubtful debts.

The group provides for receivables in dispute, doubtful debts including also all debts overdue for at least 3 months.

7.
Short-term securities

Short-term securities are stated at cost plus premiums accruing to the balance sheet date, which approximates to market value; movements on their valuation are recorded in income. Investments in shares of Polish investment funds that pay monthly dividends are stated at cost which approximates their fair market value.

8.
Cash in hand and at bank


Cash denominated in Polish Zloty is stated at nominal value.


Cash denominated in foreign currencies is translated to Polish Zloty using the average NBP exchange rate for the respective foreign currency at the balance sheet date. Exchange differences are disclosed as financial revenue or costs.

9.
Inter-period settlements of costs and deferred income

Inter-period settlements represent prepaid costs concerning future reporting periods. Accruals consist of possible costs of a current period, that an amount or date of the liability are unknown at the year end. Deferred income represents payments received in connection with the future services and positive foreign exchange differences from valuation of assets and liabilities other than cash, shares and securities.

10.
Equity

Share capital is disclosed in nominal value of registered shares, resulting from the Company’s statute and commercial register. As at 31 December 2000 share capital was PLN 56,757,525 and represented 56,757,525 shares of nominal value of PLN 1 each.

Share premium in reserve capital from Agora’s IPO in 1999 is reported net of the IPO’s costs decreased by the tax shield on the costs.

Reserve capital has been created by transfers from net income, reduction of share capital with no payments, reduction of revaluation reserve connected with sale or liquidation of revalued fixed assets and share premium. The creation of reserves is in accordance with the statues of the Company.

11.
Provisions

Provisions represent provisions for doubtful debtors that reduce balance of debtors. The Company also recognises a provision for temporary difference relating to corporate income tax, caused by time differences between revenue or costs according to the accounting act and tax regulations. Positive difference is disclosed as an obligatory charge on the net income, i.e. as a provision for a corporate income tax. Negative difference is disclosed as a prepaid expense if there is a possibility of its settlement within the next financial year and the following financial years. In the balance sheet positive and negative differences are presented net as a deferred tax provision or asset. For calculation of positive or negative difference state of settlements as at the year end is taken into consideration.

12.
Bank credits and loans

Bank credits and loans denominated in Polish Zloty are carried at their principal amount. Bank credits and loans denominated in foreign currencies are carried at their principal amount translated to Polish Zloty at the average NBP exchange rate for the respective foreign currency at the balance sheet date.

13.
Revenues and expenses

Sales revenue comprises revenue earned (net of returns, discounts and allowances) from the provision of products or services to third parties. Revenues are recognised when the conditions of sale have been met and no significant  uncertainties remain regarding the acceptance of the goods and/or services. Sales revenues are stated net of value added tax (VAT). Revenues and matching them costs are recognised on the accrual basis regardless the actual payment date.

The Company prepares profit and loss statement in the both calculative (by function) and comparative (by expenditure) formats.

14
Other operating revenue and expenses

Other operating revenue and expenses are connected with the Company’s operation and have influence on the income from operating activities. Revenues represent: revenue from the sale of fixed assets, value of resolved provisions for doubtful debts and economy risk except for provisions connected with financial risk, fines and compensations received and fixed assets received as a contribution. Other operating costs represent: value of fixed assets sold, provisions created for doubtful debts and economy risk except for provisions connected with financial risk, fines and compensations paid, contributions made and adjustments of stocks value.

15.
Financial revenue and expenses

Financial revenue and expenses represent interests resulting from bank credits and loans given and received, foreign exchange differences, commissions, revenue and expenses connected with ownership of shares and other securities including value of created and resolved provisions connected with financial risk, also interest received, results on short-term securities.

16.
Foreign exchange differences

Foreign exchange differences arising from the balance sheet date restatement of cash, investments and securities are recorded as follows:



- gains - financial income,



- losses - financial expenses.

The excess of foreign exchange losses over gains resulting from the balance sheet date restatement of assets and liabilities (other than cash, investments and securities) denominated in a specific currency is included in financial expenses.  An excess of foreign exchange gains over losses for a particular currency is included in deferred income.

17.
Extraordinary gains and losses

Extraordinary gains and losses result from unrepeatable events that are not connected with regular Company’s operation.

18.
Motivation plan for the company’s employees

In April 1998 Agora SA introduced an incentive plan (plan) for employees on management positions and non executive high performing employees in the Company and the subsidiaries. Employees included in the plan might be rewarded depending on stage of realisation of targets specified in the plan. The rewards will be paid in cash and shares. The Company has created a provision for costs resulting from the plan. The amount of the provision has been calculated as an estimated amount of rewards based on the realisation of planned targets.

19.
Obligatory charges

An obligatory charge is represented by current corporate income tax and deferred income tax. The corporate income tax in 2000 amounts to 30% (1999 -34%) of gross income calculated on base of the accounting regulations and adjusted for non taxable revenue and non tax deductible expenses, deductions allowed as specified in the tax regulations.

For information on deferred taxes please see point 11.

20.
Investment relief

The fixed assets under the investment relief are depreciated using the rates set in the Company’s depreciation plan. The depreciation of the finished assets under the scheme is not tax allowed cost up to the amount of an investment relief taken.

      The amount of investment tax relief which is an acceleration of depreciation of tangible fixed assets reduce profit/loss before taxation for calculation of the tax base. The Company creates provisions for corporate income tax connected with the investment relief.

21. 
Change in accounting policy

During the year 2000, the Company changed its accounting policy regarding costs associated with the public offering of the shares of Agora. Following the change the offering costs net of any tax savings, are netted against proceeds from the share issue. The purpose of the change is to comply with the International Accounting Standards.

22. 
Significant differences between the presented financial statements prepared under the Polish Accounting Act (PAA) and financial statements under the International Accounting Standards (IAS)

Since under IAS Agora SA is obliged to prepare consolidated financial statements only, below are presented differences in accounting methods and policies adopted by the Company under the PAA in comparison to IAS regarding operations of the Company. The details regarding the differences and their quantification are presented in the consolidated financial statements of the Capital Group of Agora SA for the 12 months ended, and as at 31 December 2000. Additionally there are reconciliations of the main figures of the financial statements under PAA and IAS.

1. Under IAS unrealised foreign exchange differences are recognised in the income statement of the period when they arise. An excess of foreign exchange gains over losses resulting from the balance sheet date restatement of assets and liabilities (other than cash, investments and securities) denominated in a foreign currency for a particular currency is included in deferred income.

2. In the consolidated financial statements the goodwill on acquisition of Cox’s minority interest in ACTV Sp. z o.o. calculated under IAS exceeds value used under PAA by the gross amount of PLN 2,869 thousand.

3. In the IAS financial statements treasury bills are disclosed as cash equivalents while under PAA they are classified as short term investments.

4. In the IAS financial statements computer software is disclosed as tangible fixed assets while under PAA it is classified as intangible fixed assets.

5. Some revenues and expenses classified under PAA as financial which relate directly to the Company’s operating activities, for example foreign differences on trade receivables and payables under IAS are classified as the operating expenses or revenues.

6. As a consequence of the above presented differences the difference in the differed tax provision appears, which alters the current years profit and retained earnings.
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