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Agora SA (formerly Agora-Gazeta Sp. 2 0.0.)

Consolidated balance sheet as at 31 December 1999 with compar ative figuresfor 1998

(al amountsin PLN thousands unless otherwise indicated)

Assets

Current assts:

Cash and cash equivaents

Short-term securities

Accounts receivable and prepayments
Inventories

Long-term assets.

Property, plant and equipment
Intangible assets

Investments

Total assets

Liabilitiesand shareholders equity
Current ligbilities:

Accounts payable and accrued charges
Short-term borrowings

Long-term lighilities
Long-term borrowings
Deferred income taxes

Shareholders equity:

Share capita

Share premium

Retained earnings and other reserves

Totd ligbilities and shareholders equity

\l

10

11
12

13

14

See accompanying notes to the consolidated financid statements.

At 31 December
1999 1998
36,357 17,243
209,258 1,290
85,303 71,803
18,479 16,917
349,397 107,253
442,316 268,442
36,883 22,018
38,329 31,464
517,528 321,924
866,925 429,177
88,985 65,262
- 112,448
88,985 177,710
79,101 63,128
11,328 7,030
90,429 70,158
56,758 44,141
367,138 -
263,615 137,168
687,511 181,309
866,925 429,177




Agora SA (formerly Agora-Gazeta Sp. 2 0.0.)

Consolidated income statement for the year ended 31 December 1999
with compar ative figuresfor 1998

(al amountsin PLN thousands unless otherwise indicated)

Y ear ended 31 December

Note 1999 1998
Sdes 15 689,689 549,894
Operating costs 16 (498,421) (397,470)
Operating profit before associated undertakings and 191,268 152,424

other charges

Other charges - (34,743)
Share of losses in associated undertakings - (41,388)
Amortisation of goodwill in associated undertakings - (27,395)
Provison for losses on other investments (4,400) (5,200)
Profit after associated undertakings and other charges 186,868 43,698
Interest and financid items 18 3,246 2,375
Dividends recaived 288 -
Profit before income taxes 190,402 46,073
Income taxes 19 (63,956) (41,896)
Net profit for the year 126,446 4,177
Earnings per share (in PLN) 20 2.31 0.09

See accompanying hotes to the consolidated financiad statements.



Agora SA (formerly Agora-Gazeta Sp. 2 0.0.)
Consolidated statement of changesin shareholders equity for the year ended 31

December 1999
with compar ative figuresfor 1998

(al amountsin PLN thousands unless otherwise indicated)

Note

At 31 December 1997
Net profit for the year
Other movements

At 31 December 1998

Issue of ordinary shares

Other movements 14
Net profit for the year 14
Share premium from initid public 13
offering

At 31 December 1999

Share Share Retained Other Tota
capital premium  eanings

44141 - 124169 8822 132991

- - 4177 - 4177

- - 197 (197) 0

44 141 - 128543 8625 181309

12 617 - - - 12 617

- - 7587 (7586) 1

- - 126446 - 126446

- 367 138 - - 367138

56 758 367138 262576 1039 687511

See accompanying notes to the consolidated financial statements.



Agora SA (formerly Agora-Gazeta Sp. 2 0.0.)

Consolidated cash flow statement for the year ended 31 December 1999

with compar ative figuresfor 1998
(al amountsin PLN thousands unless otherwise indicated)

Z
o
=
D

Operating activities

Operating profit before associated undertakings and other
charges

Depreciation of plant, property and equipment
Amortisation of intangible assets

(Profit)/loss on digposal of plant, property and equipment

Other charges

Movement in operating working capitd 21
Net cash inflow before interest and tax

Interest received

Interest paid

Foreign exchange result

Tax pad

Net cash from operating activities

I nvesting activities

Capita expenditure, net

Acquisition of subsdiary undertaking, net of cash acquired
Increase of long-term investments, net
Redemption/(acquisition) of short-term securities

Result on forward foreign exchange, future interest rate
contracts

Dividends recaived

Net cash used in investing activities

Financing activities

Increase / (decrease) in borrowings
Public offering equity contributions
Public offering expenditure

Net cash from financing activities
Change in cash and cash equivaents

Movementsin cash and cash equivalents
At gart of period

Increase

At end of period

See accompanying notes to the consolidated financia statements.

Year ended December

1999 1998
191,268 152,424
39,260 19,275
6,684 3,081
2,521 (468)
239,733 174,312

- (34,743)

(2,353) (27,846)
237,380 111,723
6,973 3,137
(5,389) (2,638)
17,402 1,872
(62,375) (39,129)
193,991 74,965
(204,572) (137,873)
- (14,646)

(4,942) (12,255)
(207,889) 6,972
4,547 -
288 -
(412,568) (157,802)
(123,304) 75,304
379,755 -
(18,760) -
237,601 75,304
19,114 (7,533)
17,243 24,776
19,114 (7,533)
36,357 17,243




General information

Agora SA (formerly Agora-Gazeta Sp. z 0.0.) ("the Company”) principaly produces, sdllsand
promotes the Gazeta Wyborcza daily newspaper and other print mediain Poland. The
Company operatesin dl the mgor citiesin Poland and employs over 2,700 people.

Significant accounting policies

The principa accounting policies adopted in the preparation of these consolidated financid
statements are set out below. There have been no sgnificant changesin these policies during
the period presented.

Basis of preparation

The consolidated financid statements of the Agora SA Group (“the Group™) are prepared in
accordance with Internationa Accounting Standards and under the historica cost convention.
I nter-company transactions and balances have been diminated in the preparation of these
financid datements.

Investments in associated undertakings are accounted for by the equity method. These are
investments over which the Company exercises significant influence, but which it does not
control.

Trandation of foreign currencies

Foreign currency transactions are accounted for at the exchange rates prevailing at the date of
the transactions, set ether by the National Bank of Poland or customs authorities as
appropriate. Gains and losses resulting from the settlement of such transactions and from the
trandation of monetary assats and liabilities denominated in foreign currencies are recognised in
the consolidated income statement, unless directly related to investments in property, plant and
equipment, in which case they are capitdised. Such baances are trandated at period-end
exchange rates.

Deferred income taxes

Deferred income tax is provided, using the liability method, for al temporary differences arising
between the tax bases of assets and ligbilities and their carrying values for financid reporting
purposes. The principa temporary differences arise from depreciation on property, plant and
equipment, tax losses carried forward and various transactions not considered to be taxable or
tax-deductible until settlement.

Receivables
Receivables are stated at nomina vaue less vauation adjustments to cover likdly risks of norn-
recovery.

Inventories

Inventories are stated at the lower of cost or net redlisable vdue. Cost is determined by the
firg-in, firg-out (FIFO) method.

Net redisable vaue is the estimate of the sdlling price in the ordinary course of business, lessthe
cogts of completion and sdlling expenses.



1. Significant accounting policies (continued)

Property, plant and equipment

Property, plant and equipment acquired after 1 January 1995 is stated at historical cost less
depreciation.

Cost comprises costs incurred in their purchase or manufacture and includes exchange
differences.

Depreciation is calculated on the straight line method to write off the cost of each asset over its
estimated useful life, with the exceptions of computer equipment which is caculated on the
reducing balance method and low-va ue assets which are written off completely when brought
into use. Egtimated useful lives of property, plant and equipment, by sgnificant class of asst,
areasfollows

Buildings 10 - 40 years
L easehold improvements 10 years
Pant and machinery 2 - 20 years
Other equipment and motor vehicles 4-7years

Gains or losses on the digposa of fixed assets are determined as the difference between the
sales price and the net book value of the asset &t the date of disposal.

Payments made under operating leases are charged to the income statement in equa instaments
over the period of the lease.

Repairs and renewds are charged to the income statement when the expenditure is incurred;
improvements are capitalised when incurred.

Intangible assets

Goodwill represents the excess of the cost of an acquisition over the fair vaue of the Group's
share of the net assets of the acquired subsidiary/associated undertaking at the date of
acquistion. Goodwill on acquisitions of subsidiary undertakings is reported in the balance sheet
asan intangible asset. Goodwill on investments in associated undertakings, to the extent that it
is not dready amortised, is separately disclosed as part of the carrying value of the investments.
Goodwill is amortised using the straight-line method over five years.

Expenditures associated with theinitid public offering are being amortised on asraight line basis
over five years.

Other intangible assets are being amortised on a straight line basis over aperiod of threeto five
years.

I nvestments

Short-term investments are Stated a cost plus premiums accruing to the balance sheet date,
which gpproximates to market value; movements on their vauation are recorded in income.
Long-term investments are dated at historica cost less dlowances for permanent diminution in
vaue.

M ethods of revenue recognition

Sdes are recorded for amounts receivable for goods sold at the date of shipment and services
provided in accordance with contract terms, less related distribution costs, returns and sales
taxes.

Borrowing costs



Interest and other costs of borrowings are recorded in income statement, unless directly related

to investmentsin property, plant and equipment, in which case they are capitalised.

Employee plans

The Company's employee incentive scheme provides for performance related remuneration of
manegement level and non executive high performing employees in the form of a cash bonus and
restricted stock. The cost arising from the discretionary scheme, comprising the amount of cash
bonus and the fair value of the subsidised shares, less employees contributions thereto, is
estimated and accrued over the performance measurement period, and adjusted for find awards

once determined.
1. Significant accounting policies (continued)

Related parties

Significant transactions, balances and other arrangements with related parties are disclosed
separately in the financid statements. For the purposes of these financia statements, related

parties comprise shareholders, subsidiary and associated undertakings, members of the

Management and Supervisory Boards of the Group entities and their immediate family, and

entities under their control.

2. Cash and cash equivalents

Cash at bank and in hand
Short-term bank deposits
Treasury bills

1999 1998
262 5,618
31,285 1,502
4,810 10,123
36,357 17,243

Included in cash and deposits are sundry amounts held in accounts restricted for the benefit of
employees (Note 9) and in respect of liabilities arisng from the use of corporate credit cards.

Starting 30 June 1999 the Group changed balance sheet presentation with respect to treasury
bills. In order to reflect the intended use of such assets, they are now being presented under the
" Cash and cash equivalents’ caption of the balance sheet. The comparétive balance sheet as of
31 December 1998 has been restated to conform to the current presentation. The effect of the
change is an increase of the Cash and cash equivaents and decrease of Short - term securities
by an amount of 4,810 PLN thousand asat 31 December 1999 and 10,123 PLN thousand as

at 31 December 1998.
3. Short-term securities
Short-term commercid papers

Treasury bonds
Sharesin an investment fund

4. Accountsreceivable and prepayments

1999 1998
141,907 1,290
66,351 -
1,000 -
209,258 1,290




1999 1998
Trade Receivables 63,105 56,418
Other Receivables 7,502 7,409
Prepayments and accrued income 1,035 2,940
Income taxes 5,612 3,639
Other taxes and socia security 8,049 1,397
85,303 71,803
All receivables fdl due within one year.
Trade receivables include amounts due from related entities arising from norma trading
operations of PLN 2,033 thousand (31 December 1998: PLN 907 thousand).
Inventories
1999 1998
Raw materials and consumables 17,795 16,596
Finished goods and goods for resde 684 321
18,479 16,917
Property, plant and equipment
Land and Pant, Assats
buildngs  meachinery and under Total
equipment congtruction
Year ended 31 December
1999
Opening net book amount per 74,977 132,321 1,096 208,394
accounts of 31 December
1998
Adjustments for an error: (6,077) - 5,226 (851)
Opening net book amount 68,900 132,321 6,322 207,543
Additions 7,384 30,165 129,579 167,128
Digposdls and adjustments (2,216) (686) (8,021) (10,923)
Depreciation charge (2,937) (36,323) - (39,260)
Closing net book amount 71,131 125,477 127,880 324,488
At 31 December 1999
Cost 79,362 219,655 127,880 426,897
Accumulated depreciation (8,231) (94,178) (102,409)
71,131 125,477 127,880 324,488
Prepayments for property, - - - 117,828
plant and equipment
Net book amount 71,131 125,477 127,880 442,316

Opening balances as of 1 January 1999 of buildings and congtructions and congtruction in
progress have been adjusted for the effects of an error in classfication. Consequently the
buildings and constructions opening balance was decreased by PLN 5,226 and 851 thousand
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(6,077 in total) and the congtruction in progress opening balance was increased by PLN 5,226

thousand.

The PLN 5,226 thousand is an inter-company interest capitalised by a subsidiary that should
have been diminated out of buildings and congtructions instead of congtruction in progress. The
PLN 851 thousand is inter-company interest (charged in 1997) capitadised by a subsidiary that
should have been eliminated againgt buildings and congtructions in correspondence with retained
earnings. The retained earnings closing balance as of 31 December 1997 has been dso
decreased by the PLN 851 thousand.

6. Property, plant and equipment (continued)

Year ended 31 December
1998

Opening net book amount
New company subsidiaries
Additions

Disposd's and adjustments
Depreciation charge
Closing net book amount

At 31 December 1998
Cost
Accumulated depreciation

Adjustments for an error:
Prepayments for property,
plant and equipment

Net book amount

Land and Plant, Assts
buildngs  meachinery under Total
congtruction
equipment
20,574 31,905 28,514 80,993
5,228 553 - 5,781
51,198 118,169 110,585 279,952
(382 (672) (138,003) (139,057)
(1,641) (17,634) - (19,275)
74,977 132,321 1,096 208,394
80,290 195,704 1,096 277,090
(5,313) (63,383) - (68,696)
74,977 132,321 1,096 208,394
(844)
60,892
74,977 132,321 1,096 268,442

All asstsincluded above were owned by the Group.



7.

I ntangible assets

Y ear ended 31 December 1999
Opening net book amount
Reclassfication

Additions

Amortisation charge

Disposd's and adjustments
Closing net book amount

At 31 December 1999
Cost

Accumulated depreciation
Net book amount

Y ear ended 31 December 1998
Opening net book amount
Additions

Amortisation charge

Closing net book amount

At 31 December 1998
Cost

Accumulated depreciation
Net book amount

Costs of Other
initid public intangible
offering Goodwill assets Total

- 9,192 12,826 22,018
140 - (140) -
21,348 - 206 21,554
(2,878)  (2,347) (1,459) (6,684)
- - ©) ©)
18,610 6,845 11,428 36,883
21,509 11,735 14,159 47,403
(2,899) (4,890) (2,731) (10,520)
18,610 6,845 11,428 36,883

Other

intangible

Goodwill assets Tota

11,539 691 12,230
- 12,869 12,869
(2,347) (734) (3,081)
9,192 12,826 22,018
11,735 14,032 25,767
(2,543) (1,206) (3,749)
9,192 12,826 22,018
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8.

I nvestments
Associated Other
undertakings investments Total

Year ended 31 December 1999

Opening net book amount - 31,464 31,464
Additions - 34,367 34,367
Disposd's and adjustments - (469) (469)
Repayment of loan to TKP - (22,633) (22,633)
Provison for loss on other investment - (4,400) (4,400)
Closing net book amount - 38,329 38,329

Associated Other
undertakings investments Total

Year ended 31 December 1998

Opening net book amount 68,783 24,409 93,192
Additions - 15,401 15,401
Digposd's and adjustments - (3,146) (3,146)
Share of net loss for the year (41,388) - (41,388)
Amortisation of goodwill (27,395) - (27,395)
Provison for loss on other investment - (5,200) (5,200)
Closing net book amount - 31,464 31,464

As of December 31, 1999 the Group's share in capital of Telewizyjna Korporacja
Partycypacyjna SA. ("TKP"), (an entity registered in Poland which holds contralling interests
in entities providing pay-tdevison broadcasting services), amounted to 12.12% of closing net
book vaue totaling PLN 22,492 thousand (purchase cost PLN 121,009 thousand). The
decrease of the Groups shareholding results from the latest increase of capitd following the
shareholders resolution dated July 26 1999 in which the Group took part. The acquidtion of
new sharesin TKP was effectively a converson of the long term loan granted to TKP into
equity and therefore did not require any additiona funds. On the October 25, 1999 TKP repaid
the loan in the amount of PLN 22,492 thousand and on the same day the Group paid the same
amount of money for the new shares.

Asaconsequence of the decrease in the Group’'s stake in TKP, TKP is no longer treated as an
asociate and therefore is no longer consolidated under the equity method. The closing net book
vaue of invesment in TKP (totalling PLN 22,492 thousand) is the most recent vaue of the
investment under the equity consolidation (zero) increased by the cost of the new shares
acquired. As of December 31 1998, the carrying vaue of the 20% Group's investment in TKP
was nil, being unamortised goodwill of PLN 98,166 thousand lessits share in the consolidated
net ligbilities thereof of PLN 98,166 thousand.

The Group origindly acquired 22.5% of the share capitd of TKP effective August 1997. Totd
cash consderation paid of PLN 98,518 thousand was represented by goodwill of PLN
136,976 thousand less the Group’ s acquired share of consolidated net liabilities of PLN 38,458
thousand. The Group's share of the consolidated net losses of TKP and accumulated
amortisation of related goodwill since acquigition to 31 December 1998 were PLN 59,708
thousand and PLN 38,810 thousand, respectively.

In March 1998 the Group provided a pledge on the TKP shares (held at that time) as a security
for abank loan granted to TKP. According to the representation of the bank TKP repaid the
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10.

11.

[oan in full by the December 31, 1999. Therefore the pledge has expired and is now being
removed out of a specific regidter.

Other than the referred to above, other investments comprise equity interestsin and loansto
other related entities.

Accounts payable and accrued charges

1999 1998

Trade payables 67,923 43,660
Income taxes 15 280
Other taxes and socia security 4,958 7,012
Other payables 5,638 5,949
Accruds and deferred income 10,451 8,361
88,985 65,262

All amounts fal due within one year.
Included in accruds and deferred income is PLN 1,500 thousand set aside for the benefit of the
individua Group entities employees incentive plan.

Short-term borrowings

1999 1998

Short-term borrowings - 73,203
Unsecured |oans repayable wholly within one year - 39,245
- 112,448

In March 1999 the Company signed an agreement for aline of credit with BRE Bank SA for
the amount of PLN 150 million. The facility is granted for the period from 4 May 1999 to 28
February 2001 and will be used for financing current activities and investments. As at 31
December the line of credit was not drawn upon.

The unsecured bank |oan granted by Raiffeisen Centrobank SA, which was repaid in December
1999, carried an annual interest rate of LIBOR plus one per cent. Other short-term borrowings
outstanding as at 31 December 1998 were repaid during the year.

L ong-term borrowings
1999 1998

Unsecured loans repayable after five years 79,101 63,128

Unsecured loans repayable after five years comprise aloan of USD 19,068 thousand (31
December 1998: USD 17,518 thousand) from shareholder Cox Poland Investments, Inc. which
is repayable in 2007 or may (principle and interest), in 2000, be exchanged for 13,308 of the
sharesin TKP SA. held by the Group, being 49% of class B ordinary sharesin TKP (Note 8).
The annua rate of interest is 6.31% and interest is payable when the principal becomes due.

12



12.

13.

Deferred income taxes

Deferred income taxes are calculated on al temporary differences under the liability method
using aprincipd rate of 30% (1998: 34%) asfollows:

1999 1998
Accderated tax depreciation and Smilar 19,886 10,303
Other temporary differences (8,558) (3,273)
11,328 7,030
Share capital
Number of sharesasat 31 December | ssued Authorised |ssued
31December 31December 31December
1998 1999 1998 1998
"Registered A" shares of PLN 1.00 each 4,281,600 4,281,600 4,281,600
"Registered B" shares of PLN 1.00 each 39,108,900 39,108,900 39,108,900
"Registered C" shares of PLN 1.00 each 750,000 750,000 750,000
"Registered D" shares of PLN 1.00 each 2,267,025 2,267,025 -
"Bearer E" shares of PLN 1.00 each 9,000,000 9,000,000 -
"Bearer F' shares of PLN 1.00 each 1,350,000 1,350,000 -

56,757,525 56,757,525 44,140,500

The extraordinary generad meeting of the Company's shareholders on 8 May 1998 authorised
theissue of theD E and F shares. Registered D shares were intended for an offering of shares
to employees of the Company and certain of its affiliates and for future awards under the
Company's employee incentive plan. The bearer E and bearer F shares were authorised for
issue in connection with theinitid public offering. Class D, E and F shares were issued pursuant
to these plans.

During the period from 29 January to 2 February 1999 the Company offered and sold
2,267,025 D sharesat 1 PLN each. The number of past and current employees who
subscribed for these shares amounted to 1,551.

During the period from 25 February to 10 March 1999 the Company successfully completed
itsinitia public offering of 7,875,000 class E shares and 1,350,000 class F shares which were
sold at aprice of 36 PLN per share. Costs and expenses of the offering were gpproximately
2.50 PLN per share.

In conjunction with the public offering the Company issued 1,125,000 class E shares to Cox
Poland Investments Inc., a aprice of 36 PLN per share.

Tota proceeds from the issue of class D, E and F shares amounted to PLN 379,755 thousand
of which PLN 12,617 thousand isthe increase in ordinary share capitd and PLN 367,138
thousand is the share premium.

Each Regigtered A share carriesfive votes at generad meetings, Registered B shares carry one
vote eech and Registered C shares carry up to five votes each limited to the overall percentage
of sharesowned. All the authorised and issued shares are fully paid up.
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14. Retained earnings and other reserves
During 1999 an amount PLN 7,587 thousand was transferred from other reserves to retained
earnings as it represents equity of Predecessor Entities which can be distributed.
Dividends
At the Annua Generd Mesting held to approve the Company's statutory financid statements for
the year ended 31 December 1998 the shareholders resolved that no dividend be paid in
respect of 1998 retained earnings.
Retained earnings, as reported in accordance with Polish accounting regulations, may be
distributed subject to certain minimum capital maintenance restrictions. Under the Statute of the
Company, approva of athree-quarters mgority vote of shareholders at the annua genera
meeting of shareholdersis required to distribute retained earnings.
The Management Board does not propose to pay dividends in respect of profits for the year
ended 31 December 1999.

15. Salesand segment infor mation

@ Segment information

Subgtantidly dl the Group's sales and operating profit are derived from the principd activity of
the copy sales and advertising sales of the Gazeta \Wyborcza newspaper and other print media
in Poland. The Group commenced its activitiesin radio broadcagting in 1996, through
numerous invesmentsin local and one supra-regiona radio sation in Poland. Thefinancid
satements of the related entities have not been consolidated with those of the Group asthe
impact of the operations, results and cash flows of these activitiesis not materia to
consolidated financid satements, taken asawhole. The Group's sole activity intelevison
broadcasting has been the investment in 1997 in TKP (Note 8).

In January 2000 the Group announced its Internet strategy which amsto set up a number of
new portas, which will generate revenue from advertising and, over time, e-commerce.

All the Group's assets are located in Poland and, other than the radio and television
broadcagting-related investments referred to above, represent substantialy those of the
newspaper business.

(b) Salesinformation

1999 1998
Sales of newspapers and other goods 137,297 108,478
Sdes of advertisng and other services 540,178 432,176
Other sdles 12,214 9,240

689,689 549,894

Included in sales of advertisng and other services are barter sdes of PLN 4,611 thousand (for
1998: PLN 3,839 thousand).
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16. Operating costs

1999 1998
Raw materials and consumables 177,032 140,689
Other externd charges 136,112 123,420
Staff costs (Note 17) 139,333 111,005
Depreciation of property, plant and equipment 39,260 19,275
Amortisation of intangible assets 6,684 3,081

498,421 397,470

Other externd charges include the following items:
Property operating lease rentds 10,930 7,034
Foreign exchange losses 1,297 339

17. Staff costs

1999 1998
Wages and salaries 115,275 73,786
Socia security cogts 23,034 35,319
Employee incentive scheme costs 1,024 1,900

139,333 111,005

Average number of persons employed 2,766 2,426

Directors remuneration and other benefits
Remuneration of Management Board members paid pursuant to employment contracts
amounted to PLN 1,915 thousand (31 December 1998: PLN 1,084 thousand).
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18.

19.

Interest and financial items

Interest income

Income (loss) from short-term investments

Result on forward foreign exchange, future interest rate
contracts

Foreign exchange trandation gains

Interest and other expenses:

Overdrafts and other short-term borrowings
Loans repayable wholly within five years

Loans repayable partly or wholly after five years
Foreign exchange trandation losses

Other financing cogts

1999 1998
6,996 3,137
78 6,972
4,547 -
1,271 -
12,892 10,109
(3,522) (2,063)
- (413)
(5,228) (3,288)
- (1,890)
(896) (80)
(9,646) (7,734)
3,246 2,375

Effective 30 June 1999 the Group changed income statement presentation with respect to
financid income and cogts (mainly: interest, foreign exchange differences) rdated to financing
activities (bank loans and other borrowings), investment activities and items classified as cash

and cash equivaents. Certain items now presented as interest and financia items were

previoudy included in operaing codts.

The comparative income statement for the 12 months ended 31 December 1998 has been

restated to conform to the changed presentation.

The effect of the change is a decrease of the operating costs and decrease of interest and
financid items by an amount of PLN 131 thousand in the income statement for the 12 months

ended 31 December 1998.

| ncome taxes

Current domestic income taxes
Deferred income taxes

1999 1998
59,658 39,969
4,298 1,927
63,956 41,896

Effective income tax rates are reconciled to the satutory domestic income tax rate as follows:

Statutory domestic income tax rate

Effect of permanent differences related to:

Losses and amortisation of goodwill in associated
undertakings

Other nondeductible expenses

1999 1998

(%) 34 36
(%) - 53
(%) - 2
34 o1
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20. Earningsper share
Earnings per share has been ca culated based on the weighted average of the number of shares
issued. That is 54, 853,606 and 44,140,500 shares issued as at 31 December 1999 and 31
December 1998 respectively.

21. Cash Flows. movement in operating working capital

Movement in operating working capital comprises

1999 1998

Increase in inventories (1,562) (8,142)
Increase in receivables (13,939) (17,892)
Increase in payables 13,148 (1,812)
(2,353) (27,846)

22. Financial risk management

Credit risk

Financia assets which potentialy subject the Group to concentrations of credit risk consst
principaly of cash, short-term deposits, short-term investments held for resdle and trade
receivables. The Group's, cash equivaents are placed with high credit quality financid
indtitutions, the Nationa Bank of Poland or with related entities. Trade receivables are
presented net of the allowance for doubtful receivables. Credit risk with respect to trade
recelvablesis limited due to the large numbers of customers comprising the Group's customer
base and their dipersion across different industries. Accordingly, the Group has no significant
concentration of credit risk.

Exchangeraterisk

There are no sgnificant trade receivables denominated in foreign currency. Accounts payable
requiring settlement in foreign currency amounted to PLN 22,629 thousand payable principally
in German marks/Euros and Swiss Francs. The exchange rate of the Polish Zloty with foreign
currencies until 12 April 2000 was largely governed by the Nationa Bank of Poland through a
crawling peg system as calculated againgt a basket of mgor currencies, after that date the
exchange rate is free and market regulated.

The Group has a potentia currency exposure Snce it purchases newsprint from abroad in Euros
and has Western-currency commitments pursuant to equipment contracts. The Company
manages foreign exchange risk by hedging specific contracts - foreign currency forwards or
options are purchased. Management does not anticipate a materia negative impact of Zloty
voldility in the short-term.

As of 31 December 1999 the Group had foreign currency forward transactions to purchase in
total CHF 4,728 thousand at arate of CHF to PLN ranging from 2.5998 to 2.7164, dl ending
between 10 January and 2 May 2000. At that date the Group also had future rates agreement
contracts for total amount of PLN 45,000 thousand at a rate ranging from 12.89% to 17.10%,
al ending between 26 January and 25 May 2000.

Interest raterisk
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The Group's short-term deposits and short-term securities are at fixed rates of interest and
premium on redemption and mature within one year. The fixed and variable interest rates on the
Group's debt are presented in Note 11.

Capital commitments

Asof 31 December 1999, future capital expenditures budgeted by the Group for thefollowing
12 months amounted to PLN 328,000 thousand, for which contracts have been placed for the
amount of PLN 169,553 thousand.

Contingencies

Asof 31 December 1999 the Company had contingent ligbilitiesin respect of bank and other
guarantees and other matters arising in the ordinary course of businessfromwhichiit is
anticipated that no materid lidbilities will arise,

Guarantees

As of 31 December 1999 the Company guaranteed aloan taken by Inforadio Sp. z 0.0. (an
associate).

The guarantee amounts to PLN 13.000 thousand.

@ Entertainment

TKPisinvolved in the arbitration of a dispute with @ Entertainment, Inc. relating to the
termination of aletter of intent to merge the operation of @ Entertainment in Poland with those
of TKP. Should the dispute be judged in amanner adverseto TKP, the Company may
become liable for 22.5 per cent of any judgement awarded against TKP, (the total amount of
whichislimited to USD 10 million) which TKP fallsto satisfy. Management of the Company
bdieves that @ Entertainment has no basisfor its claim againg TKP and therefore no provison
has been made in respect of this matter in the consolidated financid statements. The matter has
been submitted to an arbitrator it is expected that the decision may be rendered in the mid of
2000.

Insurance

The operations and earnings of the Group continue, from time to time and in varying degrees, to
be affected by politicd, legidative, fiscd and regulatory developments. Theindudriesinwhich
the Group is engaged are dso subject to physical risks of various kinds. The nature and
frequency of the developments and events, not al of which are covered by insurance, aswell
asther effect on future operations and earnings are not predictable.

Year 2000 (Y2K)

The Y 2K problem (inability of computerised systems to properly acknowledge the dete on 1
January 2000 and theresfter) did not affect the computer systems of the Group or Group’s
operations. Management believes it has taken gppropriate action to compensate for any known
contingencies that may arise as result of this matter.
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Commitmentsunder operating leases
The future minimum lease payments under non-cancellable operating leases are primarily for
land and buildings and are summarised as follows:

1999 1998
Within one year 14,115 8,216
Between:
one and two years 9,110 7,470
two and three years 2,726 5,577
three and four years 2,336 1,840
four and five years 1,870 1,535
later than five years 2,760 1,648
Totd minimum payments 32,917 26,286

The amounts disclosed above include 22% VAT that the Group will be able to recover.
Post-balance sheet events

Effective January 1, 2000 Agora SA (the parent company) legaly merged with its associate
TRANS-SERWIS SA following the resolutions of the Agora SA and TRANS-SERWIS SA
shareholders. Since the Company owns 100% the TRANS-SERWIS SA share capital  the
merger shal be effected with no increase in the Company's capital as provided by art. 464 8§ 3
of the Polish Commercid Code.

Radio acquisitions

On the 10 January 2000 Agora SA purchased 49% stake in ROM Sp. z 0.0., totaling to 6,705
shares, giving 49% of votesfor the price of PLN 636 thousand. ROM Sp. z 0.0. isthe
broadcaster of aloca radio now named Klasyka FM.

In February 2000 Agora SA purchased 80% stake in BARY S Sp. z 0.0, totalling to 2,415
shares, for the price of PLN 500 thousand. After that transaction the Company has in total 90%
of shares and votes of BARY S Sp. z 0.0, which is providing services (including advertisng) for
local radio etions.

I nter net

According to the strategy publicly announced in January 2000 Agora SA intends to launch
internet portas by the end of the current year. Management of Agora believesit that its existing
strengths being the Gazeta Wyhborcza newspaper brand and extensive readership base, rich
local and nationa content and a leading advertisng market position, both in display and
classfieds, will provide an gppropriate base from which itsinternet strategy can be leveraged.
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Independent Auditors Report to the shareholders of
Agora SA

Scope

We have audited the accompanying consolidated balance sheet of Agora SA (“the
Company”, collectively, “the Group”) as of 31 December 1999, and the related
consolidated statements of income and cash flows for the year then ended.

Respective responsibilities of directors and auditors

These consolidated financial statements are the responsibility of the directors. Our
responsibility is to express an opinion on these consolidated financial statements based
on our audit.

Basis of opinion

We conducted our audit in accordance with International Standards on Auditing. Those
standards require that we plan and perform the audit to obtain reasonable assurance that
the financial statements are free of material misstatement. An audit includes examining,
on atest basis, evidence supporting the amounts and disclosures in the financia
statements. An audit aso includes assessing the accounting principles used and
significant estimates made by the directors, as well as evaluating the overall financial
statements presentation. We believe that our audit provides a reasonable basis for our
opinion.

Opinion

In our opinion, the consolidated financia statements of Agora SA give atrue and fair
view of the financia position of the Group as of 31 December 1999, and of the results

of its operations and cash flows for the year then ended, in accordance with
International Accounting Standards.

KPMG Polska Audyt Sp. z o.0.

18 April 2000

Warsaw
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To Agora Shareholders:.

In May of 1999 Agora and Gazeta \Wybor cza celebrated their tenth anniversary. Weheld an al
fresco party for approximately 10,000 people and an internationa discussion pand attended by key
politicians who had sat on the opposite Sdes of negotiating tables during democratic trandtionsin
Spain, Chile and Poland. The pand culminated with an award of Gazeta's “Man of the Decade’
prize to Vaclav Havel, President of the Czech Republic, and adinner given in his (and our) honor by
the President of Poland.

The anniversary was an occasion to look back at the last ten years, to wax sentimenta about the
beginnings of Gazeta in the nursery school premises at Iwicka Street in Warsaw, to take great pride
in the accomplishments of the team which, in the memorable Spring of 1989, set out to publish the
firgt independent newspaper in Poland in nearly 50 years, over the following decade built an
innovative newspaper and a formidable company and which, in a defining moment in the spring of
1999, took it public, making most of the employees shareholdersin the process.

In reflecting on this success, we asked the inevitable questions: where we are now? where do we go
from here? where do we want to be a decade hence?

Where are we today? Our core businesses — newspaper publishing and radio - arein excdlent
shape. Gazeta goes from grength to strength, with circulation expanding annudly thanksto a
combination of editoria excellence, unique nationa/local market approach, breadth of product array
augmented by new title introductions and a focused promotion strategy. Gazeta continues to
improve its overwhelming advertising share advantage in the nationa and the Warsaw markets and
can boast of new victoriesin loca markets outside of Warsaw where we are making significant
investments to challenge entrenched competitors. New printing and automated inserting equipment
cgpacity which will come on line this year will liberate Gazeta from congtraints on production,
enabling it to further consolidate its position and take full advantage of the growth of Poland's
advertisng market.

Our radio business, dthough smal compared to Gazeta, is turning out to be awinner. Severd years
ago we took a bet on Poland’ sloca radio market and on a strategy of formatted stations. Today, as
we become aleading radio player, it is clear that the bet is paying off. The businessis expanding,
with ratings and revenues growing strongly, and profitability well ahead of schedule. Our task for the
future is sraightforward: continue executing the strategy and keep expanding the radio group to
achieve operating scde. Unlike print, broadcast media are heavily regulated in Poland and our ability
to achieve expansion gods hinges to some extent on the attitude of the Broadcast Council.

In addition, our investment in pay TV, a12.12% stake in TKP SA. (Cand+ Polska and Cyfrat) is
performing well, ending March 2000 with 320,000 digital subscribers.

We have aterrific team, well respected in Poland and abroad — hardworking, with courage to
innovate, market and business savvy, tremendous dedi cation to the company and an gppetite for new
chdlenges. Our culture of flat management structure, direct communication and investment in staff
makes us an attractive place to work for both old and new employees. And we have made sure that
the compensation they receive is competitive in the Polish labor market. Shared ownership and stock
incentive plans for the over 300 top managers and other star performers ensure that the team' s pride
aswdl asits sdf-interest are firmly tied with the growth of Agorasvaue.

The company has financia resources necessary for expansion. Though Polish economic growth
dowed in 1999, Agora s revenue increased strongly by 26% and we expect growth to continue over
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our three year planning horizon. The publishing busnessis very profitable, with 35% EBITDA
margin in 1999. The company has cash, open lines of credit and, given its clean balance shest, a
sgnificant additiona borrowing capacity. The liging of the company opened up a host of other
funding options and gave us currency in the form of stock.

Where do we go from here? Firgt, kegp growing our core businesses. The newspaper — with its
successful ubiquitous market strategy, combining nationa and loca presence on the one hand, and,
on the other hand, general and thematic or sectora approach — is not only the main cash contributor
but aso the main springboard for the successin new media Hence, we intend to continue the battle
for the local markets — both to improve Gazeta’ s position and to widen the addressable market for
our ort+line offering. Second, expand the business in Poland and, over time, internationdly. In order
to identify and implement new business opportunities we are currently building abusiness

devel opment team which will bring new, specidized skills. In the first decade, the company primarily
grew organicaly by developing its core business. The strategy built a solid foundation on which we
can now superimpose much faster growth through partnerships and acquisitions.

For amedia company like Agora, internet presents a unique and exciting opportunity for business
expangon. We can get closer to the consumer online than in print, with customized information,
interactive decision tools and enablement to ingtantly act on those decisions. We can get closer to the
advertiser with an expanded offer of tailored marketing products and lead generation for online
transactions. And in the process we can expand revenue sources — from broadly cast advertisng in
print to targeted advertisng, direct marketing and transactiona income online.

We anticipate that the Polish internet market will grow rapidly and as of the beginning of this year we
meade internet our number one developmenta priority. For about three years, we have had an
electronic edition of our newspaper (www.gazeta.pl); it has atracted a strong following, making it
the number three ste in Poland. In preparation for expansion of our internet presence we have
examined carefully what Western publishers have done on linein order to build our own business
modél. It follows the European approach of leveraging content, content gathering and content
presentation advantages to build useful, easy to use thematic services under acommon brand
umbrella. The god of these sarvicesis to provide users with tailored, actionable information and, a
the sametime, to ddliver to advertisers targeted usersinterested in purchase.

The project is underway, with dedicated staff and funding and launch expected later this year. The
success of our on line project hinges, on one hand, on the speed and excellence of execution of
content and technology, sdes and marketing strategy, and, on the other hand, on wise adliances with
partners who have complementary assets and skills. Building such aliances is an important task of
the project team.

A little over ayear ago Agora became a public company. Being public raised the profile of the
company and brought it unanticipated — though certainly welcome — recognition. Our PO was
named one the most notable financings of 1999 by Indtitutiona Investor, Agorawas eected an
Emerging Market Leader by World Economic Forum and one of the eight companies worldwide to
win the Ingtitutional Shareholder Services 2000 Award for Excellence in Corporate Governance.
Throughout the year, we built and implemented procedures to help us make good on our promises of
quality information, trangparency and communications with shareholders. In this spirit, we launched
our corporate website (www.agora.pl) intended to give our shareholders quick updates at a glance
and to facilitate their interaction with the company.
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We have come along way from lwicka Street. Agorais today Poland’ s leading media company.
Management vison and the quaity of execution brought us this far and position uswell to rise to the
chdlenge of globalization ahead of us. In afew years Poland will become a member of the European
Union. It is our job to ensure that by then Agora achieves sufficient stature to become an active
player in the European media consolidation.

Management Board :

Wanda Rapaczynski

Piotr Niemczycki

Helena Luczywo

Jerzy Thieme Warsaw, April 18", 2000.
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AGORA SA
Management Board's Report to the Consolidated Financial Statements
prepared under International Accounting Standards

The Group's consolidated report includes Agora SA, Agora Paligrafia sp. z o. 0., and Trans-
Serwis SA which are consolidated using the full consolidation method. Other subsidiaries which are not
materid were excluded from consolidation. 1998 comparable datainclude TKP (consolidated using the
equity method) which was no longer an associate in 1999.

These financid statements are prepared under International Accounting Standards and represent
the second consolidated report of the Agora Group since its creation in 1998.

FINANCIAL RESULTS

1999 was an important year for the Group. Agoras public offering and listing on the stock
exchangesin Warsaw and in London was very successful and yielded a Sgnificant injection of cash. The
Group continued its growth which was reflected in PLN 126.4 million net profit.

There was no negative impact of TKP SA., an associated company, on the results of the Group
in 1999 as losses from this investment were recognised in 1998 and 1997. In 1999 Agora's stake in
TKP was reduced to 12.12%; accordingly, TKP ceased to be an associate. The repayment by TKP of
Agord s shareholder loan in the amount of US$ 5.46 million and the smultaneous increase of TKP
capitd by the same amount (accompanied by pardld actions by other shareholders of TKP) meant that
Agora sfinancid invesment in TKP remained unchanged.

Theimpact of Trans—Serwis SA. on financid results of the Group is negligible as that
company’s business was extremely limited in scope.

PROFIT AND LOSSACCOUNT

Revenues and operating expense of the Group are primarily related to the publication of Gazeta
Wyborcza, i.e. to the operations of Agora SA and of Agora Poligrafia, p. z 0. 0. Agora Poligrafia, a
wholly owned subsidiary of Agora SA, is engaged in printing operations in the Special Economic Zone
in Tychy. Those operations began in 1998, after congtruction and start-up of the Tychy printing plant
was completed. Revenues and expenses of the Group reflect largely revenues and expenses of Agora
SA, the parent company. Agora Poligrafia prints Gazeta Wybor cza (28.9% of circulation in 1999) for
Agora on printing presses leased from Agora. Printing fees paid by Agora conditute its chief revenue
source and leasing fees paid to Agora its main expense item. Both of these pogitions are diminated in
the process of consolidation. Since July 14, 1998, i.e. from the date on which it was acquired by Agora
SA, Trans-Sarwis has conducted very limited business activities.

In 1999 the Group's revenue totalled PLN 689.7 million and net profit reached PLN 126.4
million.
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Profit and loss account 1998 1999 | % change
PLN million 1999 to
1998
Sdes 549.9 689.7 25.4%
Quperatina codts (397.5) (498.4) 25.4%
Operating profit befor e associated undertakings 152.4 191.3 25.5%
and other charges (payment to Cox in 1998)
Operating profit 43.7 186.9 327.6%
Pretax profit 46.1 190.4 313.3%
Income tax (41.9) (64.0) 52.7%
Net or ofit 4.2 126.4 | 2927.2%
1998 1999 | % change
Ratios 1999 to
1998
EPS 0.09 2.31 2344.8%
EBIT (PLN million) 155.4 191.3 23.1%
EBIT margin 28.3% 27.7%| -0.5p.p.
EBITDA (PLN million) 177.7 237.2 33.5%
EBITDA madin 32.3% A4%  2.10.D0.
SALES

Agora SA, the parent company, is the publisher of the nationd daily Gazeta Wyborcza and the
sdes of its circulation and advertisng gill conditute a mgjor part of the Group's revenue ( 97.3 % in
1998 and 97.4% in 1999). Therefore, the qudity of the newspaper remains one of the key priorities of
the Company. Virtudly, 100% of Agoras revenue comes from the domestic market.

In 1999 revenues were PLN 689.7 million, 25.4% &bove the previous year, a the average
annud inflation rate of 7.3 % with the following Structure:

1998 1999 | % change
Sales (PLN million) 1999 to
1998

Advertisng saes 432.2 540.2 25.0%
share 78.6% 78.3%

Copy sdes 108.5 137.3 26.6%
share 19.7% 19.9%

Other sales 9.2 122 32.2%
share 1.7% 1.8%

Total sales 549.9 689.7 25.4%
share 100% 100%
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Such impressive results were accomplished by an ongoing effect to maintain and improve
Gazeta's number one position in the Polish market. In April 1999 Gazeta's readers were offered a new
glossy-style supplement (Wysokie Obcasy - High Heels) addressed to women readers and targeted at
the beauty and fashion advertising sector. Launch of the new product was a part of a more complex
project to reorganise supplements published around the weekend: colour Magazine was shifted from
Friday to Thursday, re-designed TV Guide was moved to Friday, freeing Saturday for High Hedls.

Advertisng revenue reached PLN 540.2 million, 25% more than in 1998. The most
sgnificant part are revenues from saes of advertisng space in Gazeta Wybor cza (induding itslocd and
thematic supplements) which accounted for 96.6% of tota advertisng sdes. Total advertisng space
sold in Gazeta grew 7.7% in relaion to previous year, while the average share of advertisng pages to
total pages remained at the level of 58% (the average pagecount, however, grew by 6.2% from 118 to
126 pages). This dynamic growth was achieved as a result of consstent pricing policy (across
categories and regions). The average net revenue per advertisng page reached PLN 4500, as
compared to 3900 achieved in the preceding year, i.e. 7.8 % above inflation.

Additiond 3.4% of advertisng revenues came from other advertising services, mainly sdes of
pre-printed inserts and sales of ads on mobile billboards (PLN 18.2 million as compared to PLN 13.3
million in 1998).

The average daly copy sdes of Gazeta grew to 447 208 copies, 2.6% above the previous
year. Totd revenues from copy sdes amounted to PLN 137.3 million (revenue for Gazeta Wyborcza
reached PLN 135.4 million), 26.6% more than in 1998 year and condtituted, as in the preceding yesr,
19.9% share of total revenues.

The dtructure of Gazeta's copy sdes has remained stable in the past few years. In 1999 27% of
copies were sold in the Warsaw region, followed by Slesawith 11.6% and Wroclaw ( 7.9%). Gazeta
is mainly distributed by retal outlets. The sdes via subscription condtitutes only 11.6% of tota pad
circuation ( 10% in 1998). Agora continues to diversfy its distribution network. RUCH SA. remans
the biggest distributor with over 53% share followed by Kolporter SA. (19% share). The others are
Jard Press SA. (over 9%) and Garmond Ltd - Spdlka z o0.0. (nearly 5%).

Other sales include the revenue from related parties which are excluded from consolidation
(i.e. fees for accounting services for radio companies), as wdl as roydties, sdes of digitad archives and
sales of materials and products to staff (cafeterias) .
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OPERATING COSTS

The operating cost structure reflects the business of the parent company:

1998 1999 | % change

Operating costs (PL N million) 1999 to

1998

Raw materids 140.7 177.0 25.8%
newsprint 121.7 143.1 17.6%

Outgde printing 37.1 315 -15.0%
GW printing 36.8 30.9 -16.1%

Staff codts 111.0 139.3 25.5%
payroll and fringe| 107.2 134.6 25.6%

Amortisation and Depreciation 22.4 45.9 105.5%

Other costs and third party services 86.3 104.7 21.3%

Total operating costs 397.5 498.4 25.4%

In 1999 Agora' s most significant expense items by category were raw materials and energy (35.5%
of al operaing expenses, i.e. PLN 177.0 million ). Among raw materids, the most significant postionis
newsprint which amounted to PLN 143.1 million, representing the growth of 17.6 % compared to
1998. There were two factors influencing such growth of newsprint costs, an increase in production
volume which trandates into higher usage of newsprint to 63 thousand metric tonesin 1999 as
compared to 58 thousand metric tones in 1998 (9.3% growth) and the increase in newsprint unit price
by 7.5 %. 95 % of newsprint used in production of Gazeta WWyborcza isimported from abroad, chiefly
from Germany and Finland.

Staff costs amounted to PLN 139.3 million (28% of total operating costs) and was 25.5% higher
than in 1998 at the average permanent headcount growth of 14%. At year end the Company had 2847
permanent employees (2615 at the end of 1998) which trandates into growth by 8.8 %.

Outside printing costs of Gazeta WWyborcza reached PLN 30.9 million (6.2% of tota operating
costs) and were 16.1 % lower than in 1998.

Inline with its strategy Agorais expanding its proprietary printing facilities. In 1998 Agora- Poligrefia
- awholly owned subsidiary - commenced production in its new printing plant located in Specid
Economic Zone in the southern Poland. In 1999 the plant continued its expansion. Today over 21% of
production is till outsourced as compared to 43.4 % in 1998.

In 1999 total number of printed pages reached 21.5 billion (8.74% more than in 1998 year), of
which 55.2% were in colour (40.7% in 1998).

Increasein Depreciation & Amortisation by 105.5% compared to previous year reflected
invesmentsin printing and I T.

Other costsamounted to PLN 104.7 million, and grew by PLN 18.4 million or 21.3% compared
to 1998 (representation and promotion costs grew by PLN 7 million). The most significant positionsin
this group are advertising, promation and representation costs (17.7 million), rents (11 million),
computer services (11.3 million), telecommunication services (9.4 million), other production related
services such as telecom links and inserting of newspaper's sections (6.5 million), transport of press (6.1
million), businesstrips (5.4 million), lega services (4.1 million), inserting of pre-printed materids (3.4
million) and fees and taxes (2.2 million).
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FINANCIAL RESULTS

Operating profit before associated undertakings and other costs (payment to Cox in
1998) amounted to PLN 191.3 million, 25.5% above year previous.

Pretax profit in 1999 reached PLN 190.4 million which trandates into 313.3% growth in
relation to 1998. However, after excluding non-recurring items in 1998, i.e. negative impact of PLN
68.8 million (TKP) and one time payment of 34.7 million zl for Cox Poland Investments, Inc., pretax
profit would represent a 27.3% growth in relation to preceding year.

Net profit in 1999 amounted to PLN 126.4 million as compared to PLN 4.2 million in 1998.
The previous year's net profit was, however, influenced by the non-recurring items mentioned above.
Net profit in 1999, compared to net profit for 1998 excluding these non-recurring items, grew nearly
33%.

EBITDA margin grew from 32.3% in 1998 to 34.4% in 1999, that is by 2.1 percentage
points.

EBIT margin fel from 28.3% to 27.7% due to an increase in D& A from PLN 22.4 million in
1998 to PLN 45.9 million in 1999 (105.5% growth) as a result of printing infrastructure expanson and
IT invesments.

BALANCE SHEET

31.12.199 | 31.12.199 | % change
Main balance sheet positions (PLN million) 8 9 1999 to
1998

TOTAL ASSETS 429.2 866.9 102.0%
sharein total assets 100% 100%

Current assets 107.3 349.4 225.8%
sharein total assets 25.0% 40.3%

Fixed assets 321.9 517.5 60.8%
sharein total assets 75.0% 59.7%

LIABILITIESAND SHAREHOLDER'SEQUITY| 429.2 866.9 102.0%
sharein total liabilities| 100% 100%

Short-term lidbilities 177.7 89.0 -49.9%
sharein total liabilities| 41.4% 10.3%

Long-term lighilities 70.2 90.4 28.9%
sharein total liabilities| 16.3% 10.4%

Equity 181.3 687.5 279.2%
sharein total liabilities| 42.3% 79.3%

1999 brought an increase in total assets as well as sgnificant changes in the structure of the
ba ance sheet. The main factor was Agoras PO, which resulted in an increase of the total balance sheet
to PLN 866.9 million, or by 102.0% in relation to 1998. The decrease in short-term lighilities was
connected with the repayment of the Company’s two outstanding loans (CSFB and RCB). At the end
of the year the Company had no bank debt.
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CASHFLOW STATEMENTS

1998 1999 | % change
Main items of cashflow statements (PLN million) 1999 to
1998

Net cash from operating activities 75.0 194.0 158.8%
Net cash from investing activities (157.8) (412.6) | 161.4%
Net cash from financing activities 75.3 237.7 215.6%
Total movements of cash and cash equivalents (7.5) 19.1 -
At end of period 17.2 36.4 110.9%

The Group's cash position was excellent owing to alarge inflow of proceeds from the IPO and
good operating results. For the end of the period the Group had PLN 36.4 million in cash and PLN
209.3 million in short-term securities (purchase and sale of such securitiesis shown in investment
activities pogtions). Uses of funds comprised primarily capita spending (PLN 204.6 million) and
placement of proceeds from the IPO in short-term securities (PLN 207.9 million). Financid activities
positions reflect inflow from share offering, costs related to the |PO and repayment of bank debt.

SUPPLEMENTARY INFORMATION

Unconsolidated entities. The Group systematicaly expanded its radio activities and a the
beginning of 2000 held stakes (varying from 42 to 100%) in 13 loca dations and a 29% dake in a
super regiond gation. Despite its growing scae the radio operations are not materid in relation to the
Group's activities as awhole and are therefore not consolidated. Their combined net revenues from sde
of goods and services and from financia operations in 1999 amounted to PLN 37.2 million (compared
to PLN 15.8 million in 1998) and represented 4.92% of such revenues of Agora SA, while balance
sheet total was PLN 20.9 million and represented 2.19% of such figure for Agora SA. The Group
continues to make investments into radio stations, primarily in the form of loans for working capitd since
most of the stations have not yet reached profitability. However, it should be underscored that the
dations in aggregate produced in 1999 a postive EBITDA in the amount of PLN 3.1 million. The
superregiona station TOK FM which began broadcagting in March 1998 is gradualy building market
position as a firg of its kind newstak gation. The shareholders of TOK FM made the decison to
change the way the gtation is financed: in 1999 TOK FM sgned a loan agreement for PLN 13 million,
guaranteed by its shareholders. Because of significant indebtedness of TOK FM, Agora made a
provison initsfinancid satementsin the amount of PLN 4.4 million.

Investments. In October 1999 TKP, the company operating pay TV Cana+ Polskarepaid
shareholder loans, with repayment to Agorain the amount of US$ 5.46 million, and Smultaneoudy
shareholders increased the company’s capital. As aresult, Agora s current stake in TKP is 12.12%.
The amount of Agora sinvestment in TKP remained unchanged pursuant to the above operations.
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In 2000 Agora acquired shares in three more radio stations increasing the size of the group to
13 and received one broadcasting license. The Group continues to fund these stations primarily in the
form of shareholder loans.

Capital expenditures. In 1999 the Group made further investiments to develop its printing
infrastructure (executed contracts with Poz-Building for congtruction of printing plant facilities, new
agreements with Ferag for mailroom eguipment for the Group's printing plantsin Bidoleka and Pila and
payments for previoudy contracted printing presses and other equipment) in the amount of PLN 164.1
million and representing 80.2% of al capital spending.

Expenditures related to I T and telecommunications improvement in 1999 amounted to PLN
21.7 million and represented another 10.6% of al capital expenditure.

In addition, in 1999 the Group made improvements and repairs on both owned and leased
buildings. Together with the preliminary expense related to the preparation of documentation for the
Agora SA new building, the tota spending in thisareawas PLN 11.8 million or 5.8% of capita
pending.

Practicdly dl of the above investments and expenditures were financed from the Group' s funds.
The last draw-down on the CSFB |oan in the amount of DEM 5 million was used to prepay printing
presses contracted; however, the entire loan was repaid in April 1999. In tota, in 1999 the Group spent
PLN 204.6 million for these assets, PLN 194.6 million from own funds and PLN 10 million from
proceeds from bank loans.

Funding. The Group finances its activities primarily from cash from operations and from
proceeds of a sharesissue. In 1999 cash from operations amounted to PLN 194 million and was used
to fund capital expenditure. In 1999 such projects (including al expenditures for fixed assets, intangible
assats and investments in progress) absorbed PLN 204.6 million, compared to PLN 137.9 millionin
1998. The Group’ s long term debt as of December 31, 1999 amounted to PLN 79.1 million and
conss entirely of an exchangeable loan to Cox Poland Investments, Inc. As of December 31, 1999 the
Group had PLN 36.4 million in cash and PLN 209.3 million in short-term securities.

Liquidity ratio (messured by current assets divided by short-term lighilities) as of the end of
1999 was equd to 4.4, compared to 0.6 in 1998. The change is accounted for by the significant influx
of cash (from the public offering of shares) and by repayment of debt. Clearly, it is unlikely thet such a
high liquidity ratio will be maintained in the future. The Group isimplementing arich program of
development and investments (completion of printing projects, construction of facility in Warsaw,
development of the internet offering) which will absorb the excess of cash.

The Group did not encounter in 1999 any difficulties in meeting its financia obligations and does
not anticipate such difficultiesin the future. It has sufficient means to complete its three year investment
program. The most important eements of the program include completion of the printing infrastructure
expanson, development of the internet offering, congtruction of the Group' s facility in Warsaw and
further computerisation. Within the next three years these projects will cost the total of PLN 540 million.

Extraordinary events and factors

In accordance with earlier agreements, on December 31, 1999 Trans-Serwis S.A. (acompany
acquired by Agora SA in 1998) was deleted from the commercid register and as of January 1, 2000
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incorporated into Agora by transfer of dl its assets without Smultaneous increase in the Company’s
capitd.

Financial transactions with member s of gover ning bodies. Detaled information on this
subject isincluded in Note 17 of the annua report.

Significant contracts entered into by the Group are described in detail in the commentary to
unconsolidated financia report.

Shareholding structure of the Group as of December 31, 1999 and as of the date of the
preparation of the commentary to the annua report is presented in Note 13 of the consolidated financia
gatements.

GROWTH OF THE COMPANY

Further growth of the company is contingent on the continued improvement of market and
finandid results of Gazeta Wybor cza, radio group and successful launch of its Internet offering. The
Company’ s growth depends, in turn, on several important factors.

(and) Pdlitica and economic Stuation in Poland. Optimistic GDP growth forecasts and
dedlining inflation lead to better financid pogtion of individua households and companies and thus to
growth in consumption which trandates directly into growth of advertisng spending. Additionaly,
gructural changes in the economy, i.e. pension fund reform, privatisations and increased competition in
such market ssgments as telecommunications and financia services will generate new advertisng
budgets. The company anticipates further growth of the advertisng market in the next three years of
23%, 17% and 15%, respectively.

(i) World newsprint and paper prices. Newsprint and paper account for about athird of the
company’ s cost base and changes in unit prices have a direct impact on the Company’ s profit margins.
Higtoricaly, newsprint prices are cyclicd and high price cycles affect adversdly al publishers. 1998
witnessed rdlatively low newsprint prices (the last high price phase of the cycle took place in 1994-
1996). In 1999 the real (euro-denominated) prices remained stable. In 2000 the industry expectation is
for about 4% increase in unit price.

(iii) Currency exchange rates. The Company generates revenues in Polish zloty. Production
materids, and most importantly newsprint, are contracted mostly in euro, as are ddliveries of equipment
for the printing plants. Significant and long lasting weskening of the zloty could have a negative impact
on operating profits by causing an increase in the zloty newsprint expense. Wesk zloty could aso lead
to an increase in actud expenditure for capita projects (printing expansion). The recent floating of zloty
may mean a broader range of its volatility in relationship to other currenciesin the future. Heretofore,
Zloty was kept within +/- 15% range to parity. Currently, the currency may fluctuate without limit. The
Group is exploring the possibility of long term hedging of the cost of newsprint to limit currency
exposure.

(iv) Operating effectiveness and safety. Daily process of Gazeta's preparation and production
requires careful planning, disciplined management systems and effective work organisation. The
company constantly searches for way to improve effectiveness and rdiability of key production
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processes via automation and implementation of modern technologies for pre-press, printing, advertisng
sdes, and digribution of Gazeta, aswel as of financid planning and management and communications
between various operating units and branches of the Group.

(V) Production technology and capecity. Provision of sufficient production capacity and modern
colour cgpahilities is a condition sine qua non for leveraging Gazeta' s growth opportunities and thus the
Group's investment priority. At the beginning of 2001 the Group will complete its expangion of printing
facilities. Once implemented, these changes will result in the entire offset production being executed in-
house. As aresult the Group will be able to fully control its cost base and configure its advertisng offer
in aflexible way.

(vi) Growth of the radio activities of the Group depends on the rate of growth of advertisng
market and its development in the relevant locd markets. The radio business needs operating scale
which, in turn, depends on the speed with which new radio stations can be added to the group. The
Group is growing the radio operation by acquiring shares in existing radio stations and applying to the
Broadcast Council for new licences. The attitude of the Broadcast Council is an important factor
affecting the growth of the radio operations.

(vii) Theinternet expanson requires expenditures and will dilute earnings. The success of the
Group's Internet offering depends to alarge extent on the development of Poland’ sinternet market,
including removad of the technologica and logistics barriers, such as access or enablement of on line
transactions.

(viii) The Group's team. In the deven years of its exisence the Group has hired and trained
extremey vauable gaff. Mantaining their job satisfaction and loydty to the Group and their further
professond growth are key gods of the Group. To this end, the Group has implemented severd
programs which broaden stockholding among company’'s employees, including incentive plans for
managers and non-executive star performers and an employee stock purchase program.

Growth per spectives

The Group’s Strategy includes further development of Gazeta WWybor cza, of the radio business,
development & launch of the Internet offering and expangon into related media The Group will grow
organicaly by expanding existing busness and by forming aliances and equity relationships with other
Polish companies and, over time, internationally.

In addition, the Group's long term expanson strategy may be implemented by means of M&A
transactions. The future price of Agora s stock may have impact in the context of such transactions.

Governing bodies and agreements which affect future structure of ownership were
described in detall in the Management Board's report to the unconsolidated financid statements of the

Company.

Warsaw, 18 April 2000

Wanda Rapaczynski
President
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Fiotr Niemczycki
Vice-president

Helena Luczywo
Member of the Board

Jerzy Thieme
Member of the Board
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