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 and internet activities. 


Agora SA with the seat in Warsaw, ul. Czerska 8/10, is registered in Commercial Court NO. 59944. Presented financial statements contain data for the 12 months ended, and as at 31 December 2001 with comparative figures for the 12 months ended, and as at 31 December 2000.


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


The financial statements have been prepared on the assumption that Agora and there is no evidence against that assumption.


There were no qualifications to auditor’s opinions regarding Company’s financial statements issued in prior years.


Substantially all the Company's sales and operating profit are derived from the principal activity of the copy sales and advertising sales of the Gazeta Wyborcza newspaper and other print media in Poland.  The Company commenced its activities in radio broadcasting in 1996, through numerous investments in local and one super-regional radio station in Poland. In 2001 the Company set up its internet portal.


All the Company's assets are located in Poland and, other than the radio broadcasting and internet related investments referred to above, represent substantially those of the newspaper business.





I. 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.


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 Company 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.


Derivative instruments are initially recorded as an asset or liability, adjusted for changes in fair 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 2001 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 2001 amounts to 28% 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, the Company did not change its accounting policy.














II. SELECTED FINANCIAL DATA FOR CURRENT AND  PREVIOUS YEAR





�
�
EXCHANGE  RATES USED TO 


TRANSLATE PLN INTO EURO�
�
�
�
�
�
�
�
�
Year�
Average exchange rate �
Minimal exchange rate�
Maximum exchange rate�
Year end exchange rate�
�
2001�
3,6501�
3,3564�
3,9569�
3,5219�
�
2000�
4,0011�
3,8193�
4,2797�
3,8544�
�



�
�
Year 2001�
Year 2000�
�
SELECTED FINANCIAL DATA�
thousand PLN�
thousand EURO�
thousand PLN�
thousand EURO�
�
I. Net revenue from the sale of finished goods, merchandise and raw materials�
792 430�
217 098�
816 079�
203 964�
�
II. Profit (loss) on operating activities�
104 033�
28 501�
177 397�
44 337�
�
III. Profit before taxation�
196 147�
53 737�
198 240�
49 546�
�
IV. Net profit (loss)�
165 480�
45 336�
143 496�
35 864�
�
V. Assets �
 �
1 100 814�
312 563�
1 010 035�
262 047�
�
VI. Total liabilities�
91 879�
26 088�
192 900�
50 047�
�
     - Short-term liabilities�
91 877�
26 087�
101 742�
26 396�
�
VII. Equity�
 �
959 558�
272 455�
794 077�
206 018�
�
VIII. Share capital�
56 758�
16 116�
56 758�
14 726�
�
IX. Cash flow from operating activities�
196 642�
53 873�
188 516�
47 116�
�
X. Cash flow from investment activities�
(66 921)�
(18 334)�
(175 784)�
(43 934)�
�
XI. Cash flow from financing activities�
(35 025)�
(9 596)�
(7 389)�
(1 847)�
�



Selected financial date for the current year and comparative figures for previous year were converted in the following way:


balance sheet figures were converted using the average exchange rate published by the National Bank of Poland for the last day of the year,


figures of consolidated income statement and cash flow statement were converted using the arithmetical average of average exchange rates published by the National Bank of Poland for the last day of every month within  year.





III. 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 Company of Agora SA for the 12 months ended, and as at 31 December 2001. Additionally there are reconciliations of the main figures of the financial statements under PAA and IAS.





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.





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. 


The above amount was fully depreciated in 2001 increasing depreciation according to IAS (items no 2 in the reconciliation below).





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





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





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.





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.





AGORA SA	SA_R 2001	in PLN thousands
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