TRANSLATION

AGORA SA GROUP

FINANCIAL STATEMENTS

FOR THE PERIOD

FROM 1 JANUARY 2000 TO 31 DECEMBER 2000

Auditors’ Opinion

on the audit of CONSOLIDATED financial statements of

AGORA SA GROUP
To the Shareholders of Agora SA
We have audited the accompanying financial statements of Agora SA Group. These consolidated financial statements consist of: introduction, the consolidated balance sheet as at  31 December 2000 with total assets of and total liabilities and equity of PLN 1,047,429 thousand, the consolidated profit and loss account for the period then ended with a net profit of  PLN 174,064 thousand, the schedule of changes in consolidated shareholders’ equity with an increase of PLN 174,172 thousand, the statement of cash flows for the period then ended with an increase in cash of PLN 6,426 thousand and the supplementary notes.

These consolidated financial statements are the responsibility of the Parent Company’s management. Our responsibility is to express an opinion on these consolidated financial statements based on our audit.
We conducted the audit in accordance with International Standards on Auditing, 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 the Chartered Accountants. These standards require that we plan and perform the audit to obtain reasonable assurance about whether the consolidated financial statements are free of material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the consolidated financial statements. An audit also includes assessing the accounting principles used and significant estimates made by the management of the Parent Company, as well as evaluating the overall consolidated financial statement presentation. We believe that our audit provides a reasonable basis for our opinion.

In our opinion, these consolidated financial statements have been prepared from properly maintained accounting books and present fairly, in all material respects, the financial position of Agora SA Group as at 31 December 2000 and the results of its operations and cash flows in accordance with the accounting standards applied in Poland as set out in the Polish Accounting Act dated 29 September 1994 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 on the Group activities is consistent with the audited consolidated financial statements.

	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
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	For KPMG Polska Audyt Sp. z o.o.
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I.
GENERAL

1. Introduction
This report has been prepared for Agora SA Group based on the results of the audit of the consolidated financial statements comprising: introduction, the consolidated balance sheet as at 31 December 2000 with total assets and total equity and liabilities of PLN 1,047,429 thousand, the consolidated profit and loss statement for the period then ended with a net profit of PLN 174,064 thousand, the schedule of changes in consolidated shareholders’ equity with an increase of PLN 174,172 thousand, the consolidated statement of cash flows for the period then ended with a net increase in cash of PLN 6,426 thousand, and the supplementary notes.

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

We conducted the audit of the consolidated financial statements in accordance with International Standards on Auditing, 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 the Chartered Accountants. 

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 Shareholders of Agora S.A.

On April 12, 2001 the Parent Company’s directors submitted a representation letter as to the completeness, fairness and accuracy of the consolidated financial statements presented for audit and, amongst other things, confirmed that there were no undisclosed matters significantly influencing the information presented in the consolidated financial statements for the year 2000.


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


KPMG Polska Audyt Sp. z o.o. is independent of the Group 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. The entities making up the Group

The Group consists of:

Holding Company:

Agora SA

Subsidiaries:

Agora-Poligrafia Sp. z o.o.

KKK FM SA

Elita Sp. z o.o.

Radio Trefl Sp. z o.o.

IM 40 Sp. z o.o.

Radio Wawel Sp. z o.o.

Lokalne Rozgło(nie Radiowe Sp. z o.o.

O’le Sp. z o.o.

Karolina Sp. z o.o.

City Radio Sp. z o.o.

Barys Sp. z o.o.

Uznam Sp. z o.o.

ROM Sp. z o.o.

Associated entities:

Inforadio Sp. z o.o.

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

Biuro Obsługi Radiowej Sp. z o.o.

Centrum Handlu Internetowego Sp. z o.o.

3. General information on the Holding Company

3.1
Company name


Agora SA

3.2  Registered office

00-732 Warszawa

ul. Czerska 8/10

3.3
Commercial registration


Seat of the court:

Warsaw


Date: 

1 April 1998


Registration number: 

RHB 53260 
3.4
Tax Office and Provincial Statistical Office registration

NIP:


526-030-56-44


REGON: 


011559486

3.5
Share capital 


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


During the audited period there were no changes in share capital.

3.6
Scope of activities


The Parent 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, renting 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 renting, 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 all means, rendering information services for mass media and other forms of selling information,

· agency and representation services for domestic and foreign clients as well as sales of products to domestic and foreign entities.

3.7
Board of Directors in Holding Company

At 31 December 2000, the Board of Directors of the Parent Company is 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 period Jerzy Thieme was released from the position of the Member of the Board of Directors and Zbigniew Bąk was appointed a new Member of the Board of Directors.

4. 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).

5.
General information on subsidiaries and associated entities

[image: image1.wmf]Name and location of 

the entity

% of shares 

held

Degree of 

involvement in 

management (% 

of voting rights)

Value of 

shares held 

by Group

Agora-Poligrafia Sp. z o.o. *

100.0

100.0

Tychy, ul. Towarowa 4

KKK FM S.A. **

51.0

51.0

468.0

Wrocław, ul. Św. Mikołaja 81

Inforadio Sp. z o.o. **

41.6

41.6

3,766.3

***

Warszawa, ul. Wspólna 61

Elita Sp. z o.o. **

99.0

99.0

3,585.7

Bydgoszcz, ul. Piękna 15

Radio Trefl Sp. z o.o. **

58.9

58.9

1,584.5

Sopot, ul. Armii Krajowej 137/139

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

42.0

42.0

352.7

Poznań, ul. Św. Marcina 80/82

IM 40 Sp. z o.o. **

72.0

72.0

1,260.0

Warszawa, ul. Migdałowa 91

Radio Wawel Sp. z o.o.**

50.0

50.0

2.0

Kraków, ul. Szewska 5

Lokalne Rozgłośnie Radiowe Sp. z o.o. **

100.0

100.0

804.0

Warszawa, ul. Czerska 8/10

O'le Sp. z o.o. **

100.0

100.0

1,929.1

Opole, ul. Zielonogórska 3

Karolina Sp. z o.o. **

100.0

100.0

1,498.6

Katowice, ul. Towarowa 4

City Radio Sp. z o.o. **

100.0

100.0

1,699.4

Częstochowa, ul. Dekabrystów 41

Biuro Obsługi Radiowej Sp. z o.o. **

46.0

46.0

430.1

Poznań, ul. Św. Marcina 80/82

Barys Sp. z o.o. **

90.0

90.0

532.5

Piotrków Trybunalski, ul. J. Słowackiego 10

Uznam Sp. z o.o.**

100.0

100.0

347.8

Świnoujście, ul. Wojska Polskiego 93

Centrum Handlu Internetowego Sp. z o.o.**

50.0

50.0

3,000.0

Warszawa, ul. Poleczki 3

ROM Sp.z o.o. **

49.0

49.0

662.9

Warszawa, ul. Migda³owa 91


*
the company consolidated by means of the full consolidation method
**     the companies not consolidated
***   a provision of  PLN 2.800 thousand was set up for the shares
6.
Information about the audits of the financial statements of the group entities. 


The financial statements of the Parent Company and its subsidiary Agora-Poligrafia Sp. z o.o. were audited by KPMG Polska Audyt Sp. z o.o. registered as a company authorised to audit financial statements (number 458).

The audit opinion on the financial statements of Parent Company for the year ended 31 December 1999 was qualified. 

7.
Prior period consolidated financial statements

The consolidated financial statements of Agora SA Group for the period from 1 January 1999 to 31 December 1999 were audited by KPMG Polska Audyt Sp. z o.o. and received an unqualified opinion.

The consolidated financial statements for the year 1999 were approved at the shareholders’ meeting on 13 June 2000. 

In 2000 the Group 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.

Except for the change, the closing balances as at 31 December 1999 have been properly recorded as the opening balances as at 1 January 2000. 

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.

II.
FINANCIAL ANALYSIS OF THE GROUP

1.
Summary of the consolidated financial statements

1.1
Consolidated Balance Sheet (in thousand PLN) 

[image: image2.wmf]ASSETS

31.12.2000

% of total

31.12.1999

% of total

Fixed assets

Intangible fixed assets

19,797 

1.9%

22,241 

2.6%

Tangible fixed assets 

654,633 

62.5%

429,778 

51.2%

Financial fixed assets

50,196 

4.8%

38,329 

4.6%

724,626 

69.2%

490,348

58.4%

Current assets

Inventories 

25,666 

2.5%

18,479 

2.2%

Accounts receivable and claims

106,354 

10.2%

84,268 

10.0%

Short term securities

151,462 

14.5%

214,068 

25.5%

Cash

37,973 

3.6%

31,547 

3.8%

321,455 

30.7%

348,362

41.5%

Interperiod settlements

1,348 

0.1%

1,035 

0.1%

TOTAL ASSETS 

1,047,429 

100%

839,745

100%

EQUITY AND LIABILITIES  

Equity 

Share capital

56,758 

5.4%

56,758 

6.8%

Reserve capital 

607,685 

58.0%

474,815 

56.5%

Revaluation reserve

643 

0.1%

756 

0.1%

Profit/(loss) after taxation for the financial year

174,064 

16.6%

132,649 

15.8%

839,150 

80.1%

664,978

79.2%

Provisions

5,092 

0.5%

4,343

0.5%

Long term liabilities

91,158 

8.7%

79,101 

9.4%

Short term liabilities and special funds

Short term liabilities

87,173 

8.3%

73,748 

8.8%

Special funds

6,588 

0.6%

4,786 

0.6%

93,761 

9.0%

78,534

9.4%

Accruals and deferred income

18,268 

1.7%

12,789 

1.5%

TOTAL EQUITY AND LIABILITIES

1,047,429 

100%

839,745

100%


1.2
Profit and loss account (in thousand PLN)

[image: image3.wmf]1.01.2000 - 

31.12.2000

% of total 

sales

1.01.1999 - 

31.12.1999

% of total 

sales

Sales of merchandise and products

Sales of merchandise and raw materials

5,222 

0.6%

3,879 

0.6%

Sales of finished products

805,500 

99.4%

685,810 

99.4%

810,722 

100.0%

689,689

100.0%

Cost of sold merchandise and finished products

Cost of merchandise and raw materials sold

(4,051)

0.5%

(3,517)

0.5%

Cost of finished products sold

(386,006)

47.6%

(326,811)

47.4%

(390,057)

48.1%

(330,328)

47.9%

Gross profit on sales

420,665 

51.9%

359,361

52.1%

Selling expenses

(79,364)

9.8%

(54,060)

7.8%

Administrative and general expenses

(106,389)

13.1%

(97,986)

14.2%

Profit on sales

234,912 

29.0%

207,315

30.1%

Other operating revenues

Revenue from the sale of fixed assets

1,149 

0.1%

43 

0.0%

Other

5,114 

0.6%

2,870 

0.4%

6,263 

0.8%

2,913

0.4%

Other operating expenses

Cost of fixed assets sold

(1,608)

0.2%

(332)

0.0%

Other

(30,012)

3.7%

(16,121)

2.3%

(31,620)

3.9%

(16,453)

2.4%

Operating profit

209,555 

25.8%

193,775

28.1%

Financial revenue

Revenue from the sales of shares

10,105 

1.2%

288 

0.0%

Interest 

10,549 

1.3%

15,629 

2.3%

Other

29,523 

3.6%

44,354 

6.4%

50,177 

6.2%

60,271

8.7%

Financial expenses

Interest 

(4,371)

0.5%

(8,752)

1.3%

Other

(26,024)

3.2%

(50,473)

7.3%

(30,395)

3.7%

(59,225)

8.6%

Gross profit on business activities

229,337 

28.3%

194,821

28.2%

Extraordinary gains

67 

0.0%

14 

0.0%

Extraordinary losses

(1)

0.0%

(14)

0.0%

Profit before taxation

229,403 

28.3%

194,821

28.2%

Obligatory charges to the financial result

Corporate income tax

(55,339)

6.8%

(62,172)

9.0%

0.0%

0.0%

Net profit

174,064 

21.5%

132,649 

19.2%


2.
Selected financial ratios of the Group

[image: image4.wmf]2000

1999

1.

Return on sales

net profit

21.5%

19.2%

sales 

2. 

Debtors turnover

trade receivables x 365 days

54 days

45 days

sales 

3.

Debt ratio

total liabilities x 100%

19.9%

20.8%

total liabilities and equity

4. 

Current ratio

current assets

3.4

4.4

current liabilities

5. 

Return on equity

net profit x 100%

20.8%

19.9%

shareholders' equity


Return on sales and return on equity

The slight improvement of the ratios mainly derives from better financial results of the subsidiary, Poligrafia Sp. z o.o. The improved results of Poligrafia are related to the usage of additional machinery and equipment that were transferred in 2000 from construction in progress and put into use.

Debtors turnover

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

Debt ratio 

The ratio remains at a similar as in the previous year.

Current ratio 

The current ratio worsened compared 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.

III.
DETAILED REPORT

1.  Accounting principles

The Group entities adopted accounting policies consistent with the policies adopted by the Parent Company. 
2.  Changes in accounting policy

In year 2000 the Group changed its policy with respect to share issuance costs. Details of the above mentioned are described in section I point 7.

3.  Rules of drawing up the consolidated financial statements of the Group

The consolidated financial statements of the Agora SA Group were prepared according to the requirements for Group financial statements included in chapter 6 of Polish Accounting Act dated 29 September 1994 (Official Journal no.121, item 591 with subsequent amendments) and additional requirements concerning issuers of securities allowed for public circulation.

The financial statements of the consolidated entities were prepared as at the same date.

The consolidated financial statements are prepared on the basis of consolidation documentation, which includes:

•
financial statements of the entities making up the group;

•
adjustments necessary for consolidation purposes;

•
calculation of the consolidated goodwill and related amortisation;

•
establishing the equity of minority shareholders;

•
exclusions for consolidation purposes.

4.       Consolidation methods

Subsidiary

Consolidation of the subsidiary is based on the full consolidation method, which includes totalling all appropriate items of assets and liabilities from the balance sheet, as well as profit and loss statement items from the subsidiary and Parent Company at their full values. 

After performing the above calculations appropriate consolidation eliminations were taken into account.

5.       Goodwill arising on consolidation

Goodwill arising on consolidation is an excess of the acquisition price of shares in the Subsidiaries over the market value of their net assets purchase by the Parent Company.

6.        Supplementary notes

All information included in the supplementary notes to the consolidated financial statements are presented accurately and completely by the Parent Company when read in conjunction with the consolidated financial statements taken as a whole.

7.        Consolidated cash flow statement

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

8.        Directors’ comment

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

9.  Information on the Auditors’ opinion

Based on our audit of the consolidated financial statements of Agora SA Group 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 
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47.9%
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420,665 

51.9%
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Selling expenses
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9.8%
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13.1%
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Other
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0.4%
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(30,012)
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209,555 
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193,775
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1.2%
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0.0%
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2.3%
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29,523 
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6.4%
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6.2%
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Financial expenses

Interest 
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Other
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7.3%

(30,395)
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Gross profit on business activities

229,337 

28.3%
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28.2%
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0.0%
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0.0%

(14)
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229,403 

28.3%

194,821
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Corporate income tax
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174,064 
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132,649 

19.2%
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Tangible fixed assets 
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EQUITY AND LIABILITIES  

Equity 

Share capital

56,758 

5.4%

56,758 

6.8%

Reserve capital 

607,685 

58.0%

474,815 

56.5%

Revaluation reserve

643 

0.1%

756 

0.1%

Profit/(loss) after taxation for the financial year

174,064 

16.6%

132,649 

15.8%

839,150 

80.1%

664,978

79.2%

Provisions

5,092 

0.5%

4,343

0.5%

Long term liabilities

91,158 

8.7%

79,101 

9.4%

Short term liabilities and special funds

Short term liabilities

87,173 

8.3%

73,748 

8.8%

Special funds

6,588 

0.6%

4,786 

0.6%

93,761 

9.0%

78,534

9.4%

Accruals and deferred income

18,268 

1.7%

12,789 

1.5%

TOTAL EQUITY AND LIABILITIES

1,047,429 

100%

839,745

100%
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1.

Return on sales

net profit

21.5%

19.2%

sales 

2. 

Debtors turnover

trade receivables x 365 days

54 days

45 days

sales 

3.

Debt ratio

total liabilities x 100%

19.9%

20.8%

total liabilities and equity

4. 

Current ratio

current assets

3.4

4.4

current liabilities

5. 

Return on equity

net profit x 100%

20.8%

19.9%

shareholders' equity
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Agora-Poligrafia Sp. z o.o. *

100.0

100.0

Tychy, ul. Towarowa 4

KKK FM S.A. **

51.0

51.0

468.0

Wrocław, ul. Św. Mikołaja 81

Inforadio Sp. z o.o. **

41.6

41.6

3,766.3

***

Warszawa, ul. Wspólna 61

Elita Sp. z o.o. **

99.0

99.0

3,585.7

Bydgoszcz, ul. Piękna 15

Radio Trefl Sp. z o.o. **

58.9

58.9

1,584.5

Sopot, ul. Armii Krajowej 137/139

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

42.0

42.0

352.7

Poznań, ul. Św. Marcina 80/82

IM 40 Sp. z o.o. **

72.0

72.0

1,260.0

Warszawa, ul. Migdałowa 91

Radio Wawel Sp. z o.o.**

50.0

50.0

2.0

Kraków, ul. Szewska 5

Lokalne Rozgłośnie Radiowe Sp. z o.o. **

100.0

100.0

804.0

Warszawa, ul. Czerska 8/10

O'le Sp. z o.o. **

100.0

100.0

1,929.1

Opole, ul. Zielonogórska 3

Karolina Sp. z o.o. **

100.0

100.0

1,498.6

Katowice, ul. Towarowa 4

City Radio Sp. z o.o. **

100.0

100.0

1,699.4

Częstochowa, ul. Dekabrystów 41

Biuro Obsługi Radiowej Sp. z o.o. **

46.0

46.0

430.1

Poznań, ul. Św. Marcina 80/82

Barys Sp. z o.o. **

90.0

90.0

532.5

Piotrków Trybunalski, ul. J. Słowackiego 10

Uznam Sp. z o.o.**

100.0

100.0

347.8

Świnoujście, ul. Wojska Polskiego 93

Centrum Handlu Internetowego Sp. z o.o.**

50.0

50.0

3,000.0

Warszawa, ul. Poleczki 3

ROM Sp.z o.o. **

49.0

49.0

662.9

Warszawa, ul. Migda³owa 91

_1048081823.unknown

_1048081824.unknown

_1048081822.unknown

_1048081821.unknown

