TRANSLATION

tHE

Auditors’ Opinion

on the audit of financial statements of

AGORA SA

To the Shareholders of Agora SA

We have audited the accompanying financial statements of Agora SA seated in Warsaw, ul. Czerska 8/10, consisting of: introduction, the balance sheet as at 31 December 2001, with total assets and total liabilities and equity of PLN 1,100,813,462.04, the profit and loss account for the year then ended with a net profit of PLN 165,479,990.46; the schedule of changes in shareholders’ equity with an increase of PLN 165,479,990.46; the cash flows statement for the year then ended with an increase in cash amounting to PLN 94,695,436.65; and the supplementary notes to the financial statements. 

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

In our opinion, these financial statements have been prepared from properly maintained accounting records and present fairly, in all material aspects, the financial position of Agora SA as at 31 December 2001 and the results of its operations and cash flows for the year then ended in accordance with the accounting standards applied in Poland as set out in the Polish Accounting Act dated 29 September 1994 (Official Journal no.121, item 591 with subsequent amendments) which have been applied on a consistent basis as well as with additional requirements concerning issuers of securities allowed for public circulation.

As required under the Polish Accounting Act dated 29 September 1994 we also report that the information given in the directors’ comment on the Company’s activities is consistent with the 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

	
	signed on the Polish original

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

	
	For KPMG Polska Audyt Sp. z o.o.

Robert Novakowski, Director 

	
	

	Warsaw, 12 April 2002
	


AGORA SA

FINANCIAL STATEMENTS 

FOR THE PERIOD

FROM 1 JANUARY 2001 TO 31 DECEMBER 2001

AGORA SA 

Auditors’ report

on the audit of financial statements
FOR THE PERIOD

FROM 1 JANUARY 2001 TO 31 DECEMBER 2001

Contents

31
General

1.1
General information on the Company
3
1.2
Auditor information
3
1.3
Legal status
3
1.4
Prior period financial statements
5
1.5
Audit scope and responsibilities
5
2
Financial analysis of the Company
7
2.1
Summary of the financial statements
7
2.2
Selected financial ratios
9
2.3
Interpretation of selected financial ratios
9
3
Detailed report
11
3.1
Accounting records
11
3.2
Internal control
11
3.3
Asset counts
11
3.4
Notes to the financial statements
11
3.5
Statement of cash flows
11
3.6
Directors’ comment on the Company's activities
11
3.7
Information on the auditors’ opinion
12


1 General

1.1 General information on the Company

1.1.1 Company name

Agora SA

1.1.2 Registered office

Ul. Czerska 8/10

00-732 Warszawa

1.1.3 Commercial registration


Seat of the court:
Warsaw


Date: 
12 December 2001


KRS number: 
0000059944


(The Company was earlier registered under number RHB-53260 in the commercial court of Warsaw).

1.1.4 Tax Office and Provincial Statistical Office registration


NIP:
526-030-56-44


REGON: 
011559486

1.2 Auditor information


KPMG Polska Audyt Sp. z o. o.


ul. Chłodna 51, XVI floor


00-867 Warsaw

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

1.3 Legal status

1.3.1 Share capital


The share capital of the Company as at 31 December 2001 amounted to PLN 56,757,525 divided into 56,757,525 ordinary shares with a nominal value of PLN 1 each.

1.3.2 Board of Directors

At 31 December 2001, the Board of Directors of the Company was comprised of the following members:

· Wanda Rapaczynski
- the President

· Piotr Niemczycki

- the Vice President

· Helena Łuczywo

- the Member of the Board

· Zbigniew Bąk

- the Member of the Board 

1.3.3 Scope of activities


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

· newspaper publishing,

· book publishing,

· publishing magazines and periodicals,

· other publishing operations,

· newspaper printings,

· all other types of printing, otherwise not classified,

· composition of text and printing plates,

· other services related to printing,

· advertising,

· radio and television operations,

· releasing audio recordings,

· making films and video recordings,

· distribution of films and video recordings,

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

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

· data processing,

· software related activities,

· rendering computer hardware related advice,

· fixed line telephony and telegraphy,

· data transmission and data communications,

· other telecommunication services, 

· market research and opinion polls,

· operating galleries and exhibition halls,

· retail sale of books, newspapers, stationery articles, 

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

· other sports related operations,

· other commercial operations otherwise unclassified,

· operations related to holding management,

· accounting and book keeping operations,

· advisory services related to conducting commercial activities and management,

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

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

· lease of real estate in its own name,

· management of real properties used for housing purposes,

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

· other forms of granting credit facilities,

· other financial agency services, otherwise unclassified,

· carrying on activities of an information agency,

· carrying on activities related to data bases,

· carrying on activities related to archives,

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

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

1.4 Prior period financial statements

The financial statements for the period from 1 January 2000 to 31 December 2000 were audited by KPMG Polska Audyt Sp. z o.o., and received an unqualified opinion.

The financial statements were approved at the Shareholders Meeting on 27 June 2001 where it was resolved to allocate the profit for the prior financial year of PLN 143.496 thousand to reserve capital.

In 2001 the Company reclassified advances for shares amounting to PLN 3,681 thousand from other accounts receivable to financial fixed assets. As a result opening balance of other accounts receivable from related parties decreased from PLN 612 thousand to PLN 271 thousand, opening balance of other accounts receivable decreased from PLN 10,741 thousand to PLN 7,401 thousand and opening balance of other financial fixed assets increased from PLN 22,000 thousand to  PLN 25,681 thousand. 

Except for the above changes, the closing balances as at 31 December 2000 have been properly recorded as the opening balances of the auditing period. 

The financial statements were submitted to the Registry Court on 16 July 2001 and were published in “Monitor Polski B” No. 588 of 5 October 2001.

1.5 Audit scope and responsibilities

The auditors’ report was prepared for the Shareholders’ of Agora SA seated in Warsaw, ul. Czerska 8/10, and relates to the financial statements comprising: introduction, the balance sheet as at 31 December 2001, with total assets and total liabilities and equity of PLN 1,100,814 thousand; the profit and loss account for the year then ended with a net profit of PLN 165,480 thousand; the schedule of changes in shareholders’ equity with an increase of PLN 165,480 thousand; the cash flows statement for the year then ended with an increase in cash amounting to PLN 94,696 thousand; and the supplementary notes to the financial statements.

We have audited the financial statements in accordance with the contract dated 17 September 2001.

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


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

On 12 April 2002, the Company’s directors submitted a representation letter as to the completeness, fairness and accuracy of the financial statements presented for audit which, amongst other things, confirmed that there were no undisclosed matters significantly influencing the information presented in the financial statements for the audited year.


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


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

2 Financial analysis of the Company

2.1 Summary of the financial statements
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Balance sheet
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2.1.2.
Profit and loss account (by function)
2.2  Selected financial ratios
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sales 
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54 days

sales 
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total liabilities x 100%

12,8%
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Current ratio

current assets

3,4

3,1

current liabilities

5. 

Return on equity

net profit x 100%

17,2%

18,1%

shareholders' equity


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

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

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

2.3 Interpretation of selected financial ratios

Return on sales 

The increase in return on sales results mainly from profit achieved on sale of shares of Telewizyjna Korporacja Partycypacyjna (“TKP”) which increased the net profit by approximately PLN 102 mln.

Debtors turnover

Debtors turnover remains at a similar level in comparison to prior year. 

Debt ratio 

Debt ratio decreased mainly due to exchange of long term loan from Cox Poland Investments into TKP shares. The above shares were subsequently sold.

Current ratio 

The current ratio remained at relatively high level. It results from maintenance of high balance on both cash and short term securities. 

Return on equity

Return on equity remains at a similar level in comparison to prior year.

3 Detailed report

3.1 Accounting records

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

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

3.2 Internal control


Internal control is enforced by the Financial Director and the Management Board on a functional basis.
During our audit of the financial statements, we have reviewed the underlying system of internal control in order to determine the extent of our audit procedures. Our review should not be relied upon to disclose all irregularities or material weaknesses in the system. Our procedures did not discover any significant irregularities in the internal control system.

3.3 Asset counts

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

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

3.4 Notes to the financial statements


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

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

3.6 Directors’ comment on the Company's activities

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

3.7 Information on the auditors’ opinion

Based on our audit of the financial statements as of and for the year ended 31 December 2001 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 2002
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