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Opinion

OF THE independent AUDITOR

To the Shareholders of Agora S.A.

We have audited the accompanying financial statements of Agora S.A., seated in Warsaw, ul. Czerska 8/10, consisting of the introduction to the financial statements, the balance sheet as at 31 December 2003 with total assets and total liabilities and equity of PLN 1,299,965 thousand; the profit and loss account for the year then ended with a net profit of PLN 7,802 thousand; the statement of changes in equity for the year then ended with an increase in equity of PLN 7,801 thousand; the cash flow statement for the year then ended with an increase in cash amounting to PLN 35,820 thousand and  the supplementary information and explanations.

These financial statements are the responsibility of the management of the Company. Our responsibility is to audit and express an opinion on the financial statements and whether the financial statements are derived from properly maintained accounting records.
We conducted our audit in accordance with International Standards on Auditing as promulgated by the International Federation of Accountants, section 7 of the Polish Accounting Act dated 29 September 1994 (Revised Text, Official Journal from 2002, No. 76, item 694 with amendments) and the professional standards established by the Polish National Council of Certified Auditors.  These standards require that we plan and perform the audit to obtain a reasonable basis for expressing an opinion on the financial statements.  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 of the Company, as well as evaluating the overall financial statement presentation.  We believe that our audit provides a reasonable basis for our opinion.

In our opinion, the financial statements of Agora S.A. have been prepared from properly maintained accounting records and present fairly, in all material aspects, the financial position of the Company as at 31 December 2003 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 and in compliance with the respective laws, regulations and the provisions of the Company’s statute that apply to the Company’s financial statements.

We also report that the Report on the Company’s activities corresponds with the Decree of the Council of Ministers of October 16, 2001 on the current and periodic information provided by issuers of securities (Journal of Law No. 139, item 1569 with further amendments) and information included in this Report is consistent with the financial statements.
	signed on the Polish original

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

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

	Certified Auditor No. 90027/2766

Zofia Popławska, 

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

ul. Chłodna 51; 00-867 Warsaw
Certified Auditor No. 90027/2766

Zofia Popławska, 

Member of the Board of Directors

	
	

	Warsaw, 14 April 2004 
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1 General

1.1 General information on the Company

1.1.1 Company name

Agora S.A.

1.1.2 Registered office

ul. Czerska 8/10

00-732 Warsaw

1.1.3 Corporate Registration Court

Seat of the court:
Warsaw


Date: 
12 December 2001


Registration number: 
0000059944

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


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 Company was established on 11 March 1998 for an indefinite period under the terms of its Statute.


The share capital of the Company as at 31 December 2003 amounted to PLN 56,757,525 divided into 56,757,525 ordinary shares with a nominal value of PLN 1 each.

1.3.2 Management of the Company

The Board of Directors is responsible for management of the Company.

At 31 December 2003, the Board of Directors of the Company comprised the following members:

· Wanda Rapaczynski


- President of the Board of Directors

· Piotr Niemczycki



- Vice President of the Board of Directors

· Helena Łuczywo



- Vice President of the Board of Directors

· Zbigniew Bąk



- Vice President of the Board of Directors

There were no changes in the Company’s Board during the current year.

1.3.3 Scope of activities


The business activities listed in the Company's Statute includes the following:

· newspaper publishing,

· book publishing,

· publishing magazines and periodicals,

· other publishing operations,

· newspaper printings,

· all other types of printing, otherwise not classified,

· composition of text and printing plates,

· other services related to printing,

· advertising,

· radio and television operations,

· releasing audio recordings,

· making films and video recordings,

· distribution of films and video recordings,

· rendering services related to installation , repair and maintenance of television and radio transmitters,

· rendering services related to installation, repair and maintenance of professional radio and television equipment as well as all equipment necessary to steer sound and picture,

· data processing,

· software related activities,

· rendering computer hardware related advice,

· fixed line telephony and telegraphy,

· data transmission and data communications,

· market research and opinion polls,

· operating galleries and exhibition halls,

· retail sale of books, newspapers, stationery articles, 

· operation related to lotteries as well as sports and other bets placement,

· other sports related operations,

· other commercial operations otherwise unclassified,

· operations related to holding management,

· accounting and book keeping operations,

· advisory services related to conducting commercial activities and management,

· development and sale of real estate in its own name,

· purchase and sale of real estate in its own name,

· management of real properties used for housing purposes,

· management of real properties used for non-housing purposes,

· other forms of granting credit facilities,

· other financial agency services, otherwise unclassified,

· carrying on activities of an information agency,

· carrying on activities related to data bases,

· carrying on activities related to archives,

· operations of agents specialising in sale of specific type of goods or a specific group of goods, otherwise unclassified,

· operations of agents dealing in sale of various types of goods.

1.4 Prior period financial statements

The financial statements for the period from 1 January 2002 to 31 December 2002 were audited by KPMG Polska Audyt Sp. z o.o. and received an unqualified opinion.

The financial statements were approved at the Shareholders’ Meeting on 25 June 2003 where it was resolved to distribute the profit for the prior financial year of PLN 72,619 thousand as follows:

· PLN 72,475 thousand – to increase reserve capital;

· PLN 144 thousand – to cover the loss of City Magazine Sp. z o.o. from prior years taken over by Agora S.A. in 2002.

The closing balances as at 31 December 2002 have been properly recorded as the opening balances as at 1 January 2003.

The financial statements were submitted to the Registry Court on 1 July 2003 and were published in “Monitor Polski B” No. 507 on 13 November 2003.

1.5 Audit scope and responsibilities

This report of the independent auditor was prepared for the Shareholders of Agora S.A., seated in Warsaw, ul. Czerska 8/10 and relates to the financial statements comprising: the introduction to the financial statements, the balance sheet as at 31 December 2003 with total assets and total liabilities and equity of PLN 1,299,965 thousand, the profit and loss account for the year then ended with a net profit of PLN 7,802 thousand, the statement of changes in equity for the year then ended with an increase in equity of PLN 7,801 thousand, the cash flow statement for the year then ended with an increase in cash amounting to PLN 35,820 thousand, and the supplementary information and explanations. 


We have audited the financial statements in accordance with the contract dated 18 September 2003.

We conducted the audit in accordance with International Standards on Auditing as promulgated by the International Federation of Accountants, section 7 of the Polish Accounting Act dated 29 September 1994 (Revised Text, Official Journal from 2002, No. 76, item 694 with amendments) and the professional standards 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 report of the independent auditor, to the Company’s Shareholders.

            On 14 April 2004, the Company’s directors submitted a representation letter as to the completeness, fairness and accuracy of the financial statements presented for audit which 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]1.01.2003 - 

31.12.2003

% of total 

sales

1.01.2002 - 

31.12.2002

% of total 

sales

Net revenues from the sale of merchandise and products

Net revenues from the sale of finished products

745 227

99,0

732 294

98,7

Net revenues from the sale of merchandise and raw materials

7 246

1,0

9 552

1,3

752 473

100,0

741 846

100,0

Cost of finished products, merchandise and raw materials sold

Cost of finished products sold

(468 474)

62,3

(446 813)

60,2

Cost of merchandise and raw materials sold

(3 932)

0,5

(7 175)

1,0

(472 406)

62,8

(453 988)

61,2

Gross profit on sales

280 067

37,2

287 858

38,8

Selling expenses

(171 206)

22,7

(106 182)

14,3

Administrative and general expenses

(99 285)

13,2

(109 906)

14,8

-

-

Profit on sales

9 576

1,3

71 770

9,7

Other operating revenues

Profit on the disposal of non-financial fixed assets

 64

-

 198

-

Donations

 322

-

 213

-

Other operating revenues

6 714

0,9

9 688

1,3

7 100

0,9

10 099

1,3

Other operating expenses

Revaluation of non-financial assets

(7 465)

1,0

(9 327)

1,3

Other operating costs

(5 411)

0,7

(7 067)

0,9

(12 876)

1,7

(16 394)

2,2

Operating profit

3 800

0,5

65 475

8,8

Financial revenue

Dividends received and share in profits

17 028

2,3

19 315

2,6

Interest

13 079

1,7

16 900

2,3

Profit on the disposal of investments

1 533

0,2

2 808

0,4

Revaluation of investments

1 311

0,2

1 530

0,2

Other

4 685

0,6

3 154

0,4

37 636

5,0

43 707

5,9

Financial expenses

Interest

(8 882)

1,2

(2 434)

0,3

Loss on the disposal of investments

( 4)

0,0

-

-

Revaluation of investments

(30 965)

4,1

(7 322)

1,0

Other

(5 780)

0,8

(7 294)

1,0

(45 631)

6,1

(17 050)

2,3

-

-

Gross profit/(loss) on business activities

(4 195)

0,6

92 132

12,4

Results of extraordinary events

Extraordinary gains

 28

-

 1

-

Extraordinary losses

( 2)

0,0

( 5)

0,0

Profit/(loss) before taxation

#REF!

-

#REF!

-

Gross profit/(loss) 

(4 169)

0,6

92 128

12,4

Corporate income tax

11 971

1,6

(19 509)

2,6

Net profit

7 802

1,0

72 619

9,8

Balance sheet

2.1.2 Profit and loss account (by type of activity)
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2002

1.

Return on sales

net profit x 100%

1,0%

9,8%

net revenues 

2. 

Debtors turnover

trade receivables x 365 days

57 days

62 days

net revenues 

3.

Debt ratio

liabilities and provisions for liabilities x 100%

20,1%

22,0%

total equity and liabilities

4. 

Current ratio

current assets

2,2

1,6

current liabilities

5. 

Return on equity

net profit x 100%

0,8%

7,0%

equity



[image: image3.wmf]ASSETS

31.12.2003

% of total

31.12.2002

% of total

PLN '000

PLN '000

Fixed assets

Intangible fixed assets

 97 557

7,5

 103 928

7,9

Tangible fixed assets 

 675 063

51,9

 745 457

56,4

Long term receivables

  120

-

  323

-

Long term investments

 327 350

25,2

 307 310

23,3

Long term prepayments and deferred expenses

  4

-

-

-

1 100 094

84,6

1 157 018

87,6

Current assets

Inventories 

 11 212

0,9

 12 798

0,9

Short term receivables 

 105 673

8,1

 106 925

8,1

Short term investments

 79 309

6,1

 43 287

3,3

Short term prepayments and deferred expenses

 3 677

0,3

 1 181

0,1

 199 871

15,4

 164 191

12,4

TOTAL ASSETS 

1 299 965

100,0

1 321 209

100,0

EQUITY AND LIABILITIES  

Equity 

Share capital

 56 758

4,4

 56 758

4,3

Reserve capital 

 973 746

74,9

 901 205

68,2

Revaluation reserve

  488

-

  555

-

Accumulated loss from previous years

-

-

(  144)

0,0

Net profit

 7 802

0,6

 72 619

5,5

1 038 794

79,9

1 030 993

78,0

Liabilities and provisions for liabilities

Provisions for liabilities

 35 501

2,7

 51 567

3,9

Long term liabilities

 139 500

10,7

 139 522

10,6

Short term liabilities

 65 527

5,1

 80 215

6,1

Accruals and deferred income

 20 643

1,6

 18 912

1,4

 261 171

20,1

 290 216

22,0

TOTAL EQUITY AND LIABILITIES

1 299 965

100,0

1 321 209

100,0

 

Selected financial ratios

· Current liabilities are comprised of short-term provisions for liabilities, short-term liabilities (excluding liabilities due more than 12 months) and other short-term accruals.

· Net revenues are comprised of the sale of finished products, merchandise and raw materials.

2.2 Interpretation of selected financial ratios

Return on sales and return on equity

Decrease of return on sales and return on equity resulted from lower level of net profit realised by the Company in the current year. The decrease of net profit is resulted from increased selling expenses due to marketing efforts undertaken by the Company, and increased financial expenses resulting from revaluation of long term investments.

Debtors turnover
Debtors turnover increased in comparison to prior year primarily due to improvement in collection of accounts receivable by the Company.  

Debt ratio

Debt ratio remains at the level comparable to the prior year.

Current ratio

The increase of current ratio as compared to prior year resulted primarily from higher balance of current assets, primarily short term investments.

3 Detailed report

3.1 Accounting records

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

The financial statements were prepared on the basis of accounting records which are maintained in accordance with Art. No. 13 of the Polish Accounting Act.

3.2 Internal control


Internal control is enforced by the Chief Accountant and the Board of Directors on a functional basis. 
During our audit of the financial statements, we made an evaluation of the accounting system and underlying system of internal control in order to enable us to express an opinion on the financial statements.  

Our review should not be relied upon to disclose all irregularities or material weaknesses in the system.  Our procedures did not identify any significant irregularities in the internal control system.

3.3 Asset verification

The Company performed a physical verification of assets in accordance with the requirements and time frame specified in Art. No. 26 of the Polish Accounting Act.  

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

3.4 Introduction to the financial statements


All information included in the introduction to the financial statements is presented fairly by the Company when read in conjunction with the financial statements taken as a whole.
3.5 Supplementary information and explanations


All information included in the supplementary information and explanations is presented accurately and completely by the Company when read in conjunction with the financial statements taken as a whole.
3.6 Report on the Company's activities

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

3.7 Information on the opinion of the independent auditor

Based on our audit of the financial statements as of and for the year ended 31 December 2003 we have issued an unqualified opinion. 

	signed on the Polish original

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

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

	Certified Auditor No. 90027/2766

Zofia Popławska, 

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

ul. Chłodna 51, 00-867 Warsaw

Certified Auditor No. 90027/2766

Zofia Popławska, 

Member of the Board of Directors


	
	

	Warsaw, 14 April 2004
	





� LINK Excel.Sheet.8 "D:\\Documents and Settings\\AnetaSkrodzka\\Desktop\\AGORA JEDN 2003\\Agora Stat Polish-English Report2003-00IP.xls" RachZyskIStratKalk!R2C10:R65C15 \a \p ���





� LINK Excel.Sheet.8 "D:\\Documents and Settings\\AnetaSkrodzka\\Desktop\\AGORA KONSO 2003\\Agora Stat Polish-English Report2003-00IP.xls" Bilans!R3C9:R46C15 \a \p �Error! Not a valid link.�





� LINK Excel.Sheet.8 "D:\\Documents and Settings\\AnetaSkrodzka\\Desktop\\AGORA KONSO 2003\\Agora Stat Polish-English Report2003-00IP.xls" wskazniki!R1C7:R26C11 \a \p �Error! Not a valid link.�








11

[image: image4.wmf]1.01.2003 - 

31.12.2003

% of total 

sales

1.01.2002 - 

31.12.2002

% of total 

sales

Net revenues from the sale of merchandise and products

Net revenues from the sale of finished products

745 227

99,0

732 294

98,7

Net revenues from the sale of merchandise and raw materials

7 246

1,0

9 552

1,3

752 473

100,0

741 846

100,0

Cost of finished products, merchandise and raw materials sold

Cost of finished products sold

(468 474)

62,3

(446 813)

60,2

Cost of merchandise and raw materials sold

(3 932)

0,5

(7 175)

1,0

(472 406)

62,8

(453 988)

61,2

Gross profit on sales

280 067

37,2

287 858

38,8

Selling expenses

(171 206)

22,7

(106 182)

14,3

Administrative and general expenses

(99 285)

13,2

(109 906)

14,8

-

-

Profit on sales

9 576

1,3

71 770

9,7

Other operating revenues

Profit on the disposal of non-financial fixed assets

 64

-

 198

-

Donations

 322

-

 213

-

Other operating revenues

6 714

0,9

9 688

1,3

7 100

0,9

10 099

1,3

Other operating expenses

Revaluation of non-financial assets

(7 465)

1,0

(9 327)

1,3

Other operating costs

(5 411)

0,7

(7 067)

0,9

(12 876)

1,7

(16 394)

2,2

Operating profit

3 800

0,5

65 475

8,8

Financial revenue

Dividends received and share in profits

17 028

2,3

19 315

2,6

Interest

13 079

1,7

16 900

2,3

Profit on the disposal of investments

1 533

0,2

2 808

0,4

Revaluation of investments

1 311

0,2

1 530

0,2

Other

4 685

0,6

3 154

0,4

37 636

5,0

43 707

5,9

Financial expenses

Interest

(8 882)

1,2

(2 434)

0,3

Loss on the disposal of investments

( 4)

0,0

-

-

Revaluation of investments

(30 965)

4,1

(7 322)

1,0

Other

(5 780)

0,8

(7 294)

1,0

(45 631)

6,1

(17 050)

2,3

-

-

Gross profit/(loss) on business activities

(4 195)

0,6

92 132

12,4

Results of extraordinary events

Extraordinary gains

 28

-

 1

-

Extraordinary losses

( 2)

0,0

( 5)

0,0

Profit/(loss) before taxation

#REF!

-

#REF!

-

Gross profit/(loss) 

(4 169)

0,6

92 128

12,4

Corporate income tax

11 971

1,6

(19 509)

2,6

Net profit

7 802

1,0

72 619

9,8

_1143552819.unknown

