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AGORA GROUP

MANAGEMENT DISCUSSION AND ANALYSIS (MD&A) FOR year of 2010
of the financial statements
REVENUE PLN 1,116.7 MILLION

NET PROFIT PLN 71.9 MILLION

OPERATING EBITDA PLN 177.6 MILLION

OPERATING CASH FLOW PLN 171.6 MILLION

FREE CASH FLOW PLN 120.0 MILLION
Unless indicated otherwise, all data presented herein represent the period of 2010, while comparisons refer to 2009. All data sources are presented in part IV of this MD&A.

I. IMPORTANT EVENTS AND FACTORS WHICH INFLUENCE THE FINANCIALS OF THE GROUP 

· According to the Agora Group (‘the Group’) estimates, in the period of January –  December 2010, advertising spending  for all media in Poland amounted to PLN 7.7 billion, i.e. 4.5% more than in 2009. In 2010, advertisers increased their spending in television by over 7% yoy, in the cinema by 8% yoy, in the Internet by over 23% yoy and in radio by 3.5% yoy. Press and outdoor still suffered a decrease in ad spend. The ad spend in dailies decreased by 10.5% yoy, in magazines by 6% yoy and in outdoor by over 0.5% yoy. 
· On August 31, 2010 Agora SA signed a definitive agreement to purchase a majority stake of the company Helios S.A. (former Centrum Filmowe Helios S.A.). As a result, since 1 September 2010 the consolidated profit and loss statement of the Agora Group includes four months of the consolidated profit and loss statement of the consolidated capital group of Helios S.A. (including two companies: Helios S.A. and Kinoplex Sp. z o.o.; further referred to as “Helios group”).

· Revenues of the Group in 2010 amounted to PLN 1,116.7 million (up by 0.6% yoy). Advertising revenues amounted to PLN 715.7 million (down by 2.5% yoy) and revenues from copy sales stood at PLN 208.9 million (down by 15.4% yoy). Revenues from ticket sales to the cinemas in Helios group contributed positively to the total revenues of the Group in 2010. They amounted to PLN 40.1 million in the period September – December 2010. Revenues from other sales increased by 17.8% yoy and reached PLN 152.0 million in the period of September-December 2010, mainly due to revenues from food and beverages sales in the cinemas of Helios group amounting to PLN 12.1 million and increased revenues from Special Projects.  

· In 2010, Gazeta’s advertising sales reached PLN 305.9 million (down by 10.8% yoy). Gazeta’s copy sales revenues decreased by 2.9% yoy and amounted to PLN 146.1 million. In the described period, Gazeta sold 335 thousand copies on average and its share in the display advertising in dailies amounted to 38% and remained at the same level as in 2009. [4].
· In 2010, the advertising sales in the Free Press division amounted to PLN 31.4 million and decreased by 2.5% yoy, whereas revenues from display ads in Metro (Agora’s free newspaper) decreased by 7.3% yoy. In 2010, the share of Agora’s free newspaper in dailies ad spend amounted to ca 4% and remained at the similar level as in 2009 [3].
· In 2010, revenues of the Internet segment amounted to PLN 101.8 million and increased by 19.9% yoy. Due the dynamic growth of revenues in 2010 Internet segment noted a positive EBIT of PLN 4.7 million [1]. In December 2010, the reach of online services from Gazeta.pl group amounted to 62.9% and made it the third most popular Internet portal in Poland. The number of its users increased by 9.5% yoy and reached 11.5 million [6].  

· In 2010, revenues of AMS group amounted to PLN 164.1 million and dropped by 2.3% yoy. Moreover, due to 10.9% yoy reduction in the operating cost, AMS group achieved a positive operating result (EBIT) of PLN 5.2 million and its operating EBITDA amounted to PLN 27.3 million and increased by 100.7% yoy. In the discussed period, AMS group held a 26.5% share in outdoor advertising expenditure [8].  

· In 2010, revenues of the magazine business reached PLN 83.6 million and dropped by 9.4% yoy. The segment reduced its operating cost by 9.9% yoy to PLN 67.7 million. Operating EBITDA stood at PLN 16.7 million and its operating EBITDA margin increased by 0.4pp yoy to the level of 20.0% [1].
· The Radio segment revenues in 2010 amounted to PLN 77.6 million and increased by 3.3% yoy. Due to the rapid growth of revenues in the second half of the year, the radio business improved its operating results in 2010. 

· The Helios group revenues, in the period of September – December 2010, amounted to PLN 56.0 million. The Helios group noted a positive operating result (EBIT) of PLN 0.6 million. 

· In 2010 total net operating cost of the Group reached PLN 1,031.8 million and decreased by 2.4% yoy. The decrease in operating cost results from the reduction in the cost of promotion and marketing (down by 12.8% yoy) and in the cost of raw materials, energy and consumables (down by 8.8% yoy), mainly as an effect of lower cost of paper consumption. It should be remembered that total net operating cost of the Group includes the operating cost of the Helios group incurred in the period of September – December 2010 in the amount 
of PLN 55.4 million. Additionally, the cost of purchasing goods to bars located in Helios’s cinemas increased this cost position.
· In 2010, operating EBITDA of the Group increased by 23.4% yoy and stood at PLN 177.6 million, while its operating EBITDA margin increased by 2.9pp and reached 15.9%. The Group’s EBIT increased by 60.5% yoy and amounted to PLN 84.9 million. The Group’s net profit attributable to the equity holders of the parent increased by 87.7% yoy to PLN 71.9 million. 
· At the end of December 2010, the Group’s cash and short-term monetary assets amounted to PLN 337.2 million, out of which PLN 182.4 million in cash and cash equivalents and PLN 154.8 million in secure short -term securities.

· The Group’s debt amounted to PLN 255.2 million at the end of December 2010. In 2010, Agora SA (‘the Company’, ‘Agora’) repaid four instalments of the credit line used in the previous years. Since August 31, 2010 the Group’s debt includes the debt of Helios group (including: bank credits, loans and finance lease liabilities), amounting to PLN 98.4 million as at the end of December 2010.  
II. EXTERNAL AND INTERNAL FACTORS IMPORTANT FOR THE DEVELOPMENT OF THE GROUP

1. EXTERNAL FACTORS 
1.1. Advertising market [3]

Due to the purchase of the majority stake in the company Helios S.A., the Company broadened the description of total advertising expenditure by adding advertising expenditure in cinemas. The comparable data for the year 2009 has been modified adequately.

According to Agora’s estimates based on public data sources, advertising expenditure grew by 4.5% yoy to PLN 7.7 billion. Ad expenditure in press, in 2010, decreased by 8% yoy, mainly due to the 11.5% yoy reduction that took place in the first quarter of 2010. The ad expenditure in magazines decreased by 6% yoy and in dailies by 10.5% yoy.

Internet was the fastest growing medium (up by over 23% yoy), mainly due to increased advertising expenditure in search engines (up by over 35% yoy). Display advertising and e-mail marketing grew by over 19.5% yoy.

Advertisers spent over 7% more on TV advertising in 2010. Advertising expenditure  in thematic channels grew faster than in other segments of TV market. 

After difficult first half of 2010, advertisers increased their ad spend in radio by nearly 17% yoy in the third quarter of 2010 and by over 12.5% yoy in the fourth quarter of 2010 which resulted in the growth of ad expenditure in radio in 2010 by over 3.5% yoy.   

Due to the growth of ad expenditure in outdoor by nearly 4.5% yoy in the second half of 2010, including over 7% growth rate in the fourth quarter of 2010, in the whole 2010 outdoor advertising suffered only a slight decrease of over 0.5% yoy. 

Despite the drop of advertising expenditure in cinemas in the fourth quarter of 2010 (down by nearly 18.5% yoy), their growth in the period of January – September 2010 resulted in their overall growth by 8% yoy in 2010.

The Company would like to stress that one should bear in mind that these advertising market estimations may represent some margin of error due to significant discount pressure on the market. Once the Company has a more reliable market data in consecutive quarters, it may correct the ad spending estimations in particular media in subsequent reports.  

2. INTERNAL FACTORS
2.1. Revenue 

In 2010, the Group recorded a 0.6% yoy increase of sales revenues to PLN 1,116.7 million. Total revenues of the Agora Group include PLN 56.0 million of Helios group for the period of September – December 2010. 

Advertising sales account for the largest share of the Group’s revenues. In 2010, advertising sales decreased by 2.5% yoy and amounted to PLN 715.7 million. The Group’s advertising revenues include PLN 3.3 million of advertising revenues contributed by Helios group in the period September – December 2010. 

The Internet segment noted a dynamic growth of advertising revenues in 2010 (up by 34.4% yoy). The second segment that noted an upswing in ad revenues in 2010 (up by 3.6% yoy) was the Radio segment. 
Other business segments in the Group noted lower advertising revenues than in 2009. 

In 2010 ad revenues generated by the Outdoor segment decreased by 2.5% yoy. Gazeta’s advertising revenues amounted to PLN 305.9 million and decreased by 10.8% yoy. Advertising revenues in the Free Press division in 2010 were decreased only by 0.8 million yoy.

Advertising revenues in magazine segment dropped by 10.1% yoy to PLN 45.6 million in 2010.

The second most important category of the Group’s revenues comes from the copy sales. In 2010, the Group’s total revenues from copy sales shrunk by 15.4% yoy to PLN 208.9 million. The main reason of the decrease in copy sales revenues are lower revenues from the sales of book collections. 

Additionally, in 2010 the Group revenues included the revenues from the sales of tickets to the cinemas in the Helios group in the period September – December 2010. 

2.2. Operating cost 

Total net operating cost of the Group, in 2010, reached PLN 1,031.8 million and dropped by 2.4% yoy. It should be remembered that the total net operating cost of the Agora Group includes operating cost of the Cinema segment in the amount of PLN 55.4 million incurred in the period of September – December 2010. The decrease in operating cost of Agora Group results mainly from the reduction in the cost of raw materials, energy and consumables which declined by 8.8% yoy and in promotion and marketing cost which was lower by 12.8% yoy. The savings in the cost of raw materials, energy and consumables were possible mainly due to lower cost of paper consumption and lower production cost of book series launched within Special Projects. 

The Group incurred higher staff cost, in 2010 (up by 5.6% yoy). This increase results mainly from the higher number of employees in the Group (up by 327 FTEs) due to the purchase of Helios group as well as higher variable elements of remuneration and higher cost of contracts of mandate. Additionally, the cost of provision for cash motivation plans executed in the Group, including a Three- Year- Long Plan for the Management Board members and higher managerial staff, influenced the level of staff cost in 2010.

The Group’s headcount, at the end of the 2010, was 3,470 employees, including 321 employees of the Helios group. Excluding the companies from Helios group, the Group’s headcount at the end of December 2010 would be 3,149 employees and would increase by 6 FTEs versus the end of December 2009. 

Total non – cash expense relating to share - based payments (described in note 26A consolidated financial statements of the Agora Group) charged to the Group’s 2010 profit and loss account amounted to PLN 10.4 million.

The Group offers its employees other incentive plans (for example: cash motivation plans, incentive plans in sales departments etc.), which cost is charged to the Group’s staff cost. Since the fourth quarter of 2010, the Group’s operating result will be burdened by the cost of new 3-Year-Long Incentive Plan for the Management Board members and higher managerial personnel (described in note 26C to the consolidated financial statements of the Agora Group). This cost amounted to PLN 1.7 million.

In 2010 promotion and marketing expense was PLN 130.9 million and was down by 12.8% yoy. The decrease results mainly from the lower prices of ad purchase in media and scaling down promotional campaigns conducted by the Group. The largest savings in promotion and marketing expense were executed in the first quarter of 2010 (down by 32.2% yoy).

In 2010, cost of raw materials, energy and consumables decreased by 8.8% yoy to PLN 203.3 million. This decrease results mainly from the lower cost of paper consumption and lower production cost of book series launched within Special Projects. 
3. PROSPECTS

3.1. Advertising market

According to Agora’s estimates based on GDP growth forecasts for Poland, total advertising spending in 2011 will increase by ca 6% - 7%. The Company assumes that online spending will be the fastest growing advertising segment (ca 13% – 15% growth rate) and will be ca 14% – 15% share of total ad spend in Poland. 

The Company assumes that in 2011 TV advertising budgets will increase by ca 6% - 8% yoy. According to Agora’s estimates in 2011 advertisers will spend ca 3% - 5% yoy less on dailies ad expenditure and ca 0% - 2% more yoy on magazines. 

Advertising spending on outdoor will increase by ca 5% - 6% yoy, spending on radio by ca 3% - 5% yoy and on cinemas by ca 11% - 13% yoy.

The Company would like to stress that one should bear in mind that these advertising market estimations may represent some margin of error due to significant discount pressure on the market and ongoing change in the way of media consumption. 
3.2. Operating cost 

Due to the purchase of the majority stake in the company Helios S.A., Agora Group consolidates the financial results of Helios group since September 2010. It should be underlined that as a consequence the level of the Group‘s operating cost in 2011 shall be influenced by the operating cost incurred by Helios group constituting a new segment in Agora Group. Helios’s profit and loss account has been consolidated in Agora Group since September 2010. 
3.2.1 Staff cost 

In 2011, the Group expects increase of its staff cost which is mainly related to the increase in headcount due to the purchase of majority stake in the company Helios S.A., execution of development projects within the Group, the necessity to introduce selective remuneration regulations due to changing situation in the recruitment market and provisions for cash motivation plans executed in the Group, including a Three-Year-Long Incentive Plan for the Management Board members and higher managerial staff (described in note 26C to the consolidated financial statements of the Agora Group).

3.2.2 Non-cash cost of share-based payments

Estimated total cost related to share – based incentive plans to be charged to the Group’s 2011 profit and loss account will be slightly over PLN 11.0 million. It should be noted, however, that this amount includes estimated cost of execution of incentive plan but the Agora Group does not in fact know the number of certificates to be purchased by employees pursuant to the future plan, or the stock price of Agora’s shares at that accounting period. Hence, for purposes of providing an estimate, the Agora Group assumed that these values will be equivalent to those on which the fourth quarter 2010 calculations were based. The cost of incentive plans are reflected in the Group’s P&L according to the accounting rules referred to in note 26A to the consolidated financial statements in this report. Pursuant to these rules, share-based compensation cost will be charged unevenly throughout the year. In the first half of 2011, the Group’s P&L will be affected by about PLN 8.9 million of non-cash incentive compensation. The cost of new incentive plan of ca PLN 2.1 million will be reflected in the Group’s P&L in the fourth quarter of 2011.
3.2.3 Promotion and marketing cost

Due to the market situation and limited number of promotional campaigns in 2010 the cost of promotion and marketing was reduced by 12.8% yoy. The Group does not intend to significantly intensify its promotion and marketing activities in 2011. It should be remembered that the level of promotion and marketing expense depends on the dynamics of particular media development, as well as the number of projects launched in a given quarter, including book series published by Special Projects and the market activities and projects of the Group’s competitors.

3.2.4 Cost of raw materials and energy 

In 2010, the cost of materials and energy decreased by 9.3% yoy. This cost category was influenced by the unit prices of materials (including newsprint cost) and EUR/PLN exchange rate. In 2011, the cost of materials and energy will be dependent on the price of newsprint, which is now in the growth trend, the volume of production and EUR/PLN exchange rate. Additionally, this cost position shall be increased by cost incurred by the cinema business which is consolidated in the Group’s results since September 2010. 

3.2.5 Capital expenditure

Due to the development projects undertaken in the Group (including those related to investment in technology, cinema digitalization process and enriching the portfolio of outdoor panels), the Company estimates that the capital expenditure in the Group in 2011 may increase (even ca twice) compared to the amount incurred in 2010. 

3.3. The Group’s main objectives in 2011

In 2010 the Group executed all set objectives. Due to the cost control, which led to cost reduction of 2.4% yoy in 2010, the Group was able to adapt its operations to changing situation in the advertising market and improve its profitability.

Development of competencies and synergies between different segments of the Group led to effective utilization of the Group’s multimedia resources in day – to - day activities and in development projects executed in the Group. The results of these undertakings were met with positive reception from individuals and media sector, which in 2010 granted Agora, i.e., awards for innovative projects executed by Agora’s media.

In 2010, with the purchase of majority stake in the company Helios S.A., the third largest cinema operator in Poland, the Group entered a new segment of media market.

In 2011, the Group activities shall be concentrated inter alia, on:

(i) further exploitation of possibilities offered by the Internet to develop new forms and scope of activities in the so – called traditional media segments; 

(ii) cost control enabling further development of existing businesses and launching new projects;

(iii) using internal synergies to take advantage of the Group’s multimedia resources and competencies, especially in the field of content distribution and monetization;

(iv)  further development of current multimedia competence centres within the Group; 

(v) increasing the scale of the Group’s operations, inter alia, through further acquisitions strengthening the Group’s position and/or diversifying the sources of the Group’s revenues. 

III. FINANCIAL RESULTS

1. THE AGORA GROUP 

The consolidated financial statements of the Agora Group for 2010 include: Agora SA, Agora Poligrafia Sp. z o.o., Art Marketing Syndicate SA Group (“AMS Group”), Agora TC Sp. z o.o., Trader.com (Polska) Sp. z o.o., AdTaily Sp. z o.o., 4 subsidiaries of the radio business, Helios group operating in the cinema business, the Ukrainian company LLC Agora Ukraine and jointly controlled entities A2 Multimedia Sp. z o.o. and Business Ad Network Sp. z o.o.

A detailed list of companies of the Agora Group is presented in the point V.B.1 and selected financial data together with translation into EURO are presented in the note 41 to the consolidated financial statements. 

2. PROFIT AND LOSS ACCOUNT OF THE AGORA GROUP 

Tab. 1

	in PLN million
	2010 
	2009 
	% change yoy

	
	
	
	

	Total sales (1)
	1,116.7 
	1,110.1 
	0.6% 

	Advertising revenue
	715.7 
	734.3 
	(2.5%)

	Copy sales
	208.9 
	246.8 
	(15.4%)

	Ticket sales (4)
	40.1 
	- 
	-

	Other
	152.0 
	129.0 
	17.8% 

	Operating cost net, including:
	(1,031.8)
	(1,057.2)
	(2.4%)

	Raw materials, energy and consumables
	(203.3)
	(222.8)
	(8.8%)

	D&A
	(82.4)
	(81.2)
	1.5% 

	Staff cost (2)
	(283.2)
	(268.1)
	5.6% 

	Non-cash expense relating to share-based payments
	(10.4)
	(10.2)
	2.0% 

	Promotion and marketing
	(130.9)
	(150.1)
	(12.8%)

	Operating efficiency improvement plan
	- 
	(2.3)
	-

	Operating result - EBIT
	84.9 
	52.9 
	60.5% 

	Finance  cost, net, incl.:
	4.0 
	2.5 
	60.0% 

	Revenue from short-term investment
	12.8 
	11.0 
	16.4% 

	Interest on loans and similar costs
	(8.2)
	(8.3)
	(1.2%)

	Foreign exchange (losses) / gains
	0.4 
	0.1 
	300.0% 

	Share of results of equity accounted investees
	(1.0)
	(1.0)
	- 

	Profit before income tax
	87.9 
	54.4 
	61.6% 

	Income tax  (3)
	(16.0)
	(17.1)
	(6.4%)

	Net profit for the period
	71.9 
	37.3 
	92.8% 

	Attributable to:
	 
	
	

	Equity holders of the parent
	71.9 
	38.3 
	87.7% 

	Non - controlling interest
	- 
	(1.0)
	-

	EBIT margin (EBIT/Sales)
	7.6%
	4.8%
	           2.8pp 

	EBITDA
	167.2 
	133.7
	25.1% 

	EBITDA margin (EBITDA/Sales)
	15.0%
	12.0%
	           3.0pp 

	Operating EBITDA (2)
	177.6 
	143.9
	23.4% 

	Operating EBITDA margin (Operating EBITDA/Sales)
	15.9%
	13.0%
	           2.9pp 


(1) particular sales positions include sales of Special Projects (with book collections), described in details in point IV.A in this report;
(2) excluding non-cash cost of share-based payments;

(3) in the first quarter of 2010, the settlement of the one – off transaction of sales of the shares of Inforadio Sp. z o.o. to GRA Sp. z o.o. within the intergroup capital restructuring had the positive effect (of PLN 6.6 million) on this position; 

(4) data presented only for the period of September-December 2010.

2.1. The main products, goods and services of the Agora Group
Major products and services, as well as operating revenue and cost of the Agora Group are presented in detail in part IV of this MD&A (“Operating review – major segments of the Agora Group”). The table below presents a percentage share in total revenues of the Agora Group.
Tab. 2

	in PLN million
	 2010 
	% share in total sales
	 2009 
	% share in total sales
	changes in

 % share yoy

	
	
	
	
	
	

	Total sales (1)
	1,116.7 
	100.0% 
	1,110.1 
	100.0% 
	- 

	Advertising revenue
	715.7 
	64.1% 
	734.3 
	66.1% 
	(2.1%)

	Copy sales
	208.9 
	18.7% 
	246.8 
	22.2% 
	(3.5%)

	Ticket sales (2)
	40.1 
	3.6% 
	- 
	- 
	3.6% 

	Other
	152.0 
	13.6% 
	129.0 
	11.6% 
	2.0% 


(1) particular sales positions include sales of Special Projects (with book collections), described in details in point IV.A in this report;
(2) data presented only for the period of September-December 2010.

2.2. Financial results presented according to major segments of the Agora Group for 2010 
Major products and services, as well as operating revenue and cost of the Agora Group are presented in detail in part IV of this MD&A (“Operating review – major segments of the Agora Group”). 
Tab. 3
	in PLN million
	Newspapers 
	Internet
	Magazines
	Outdoor
	Radio
	Cinema (5)
	Matching positions (3)
	Total (consolidated) 2010

	
	
	
	
	
	
	
	
	

	Total sales (4)
	644.0 
	101.8 
	83.6 
	164.1 
	77.6 
	56.0 
	(10.4)
	1,116.7 

	% share
	57.7%
	9.1%
	7.5%
	14.7%
	6.9%
	5.0%
	(0.9%)
	100.0%

	Operating cost net (4)
	(496.6)
	(97.1)
	(67.7)
	(158.9)
	(73.9)
	(55.4)
	(82.2)
	(1,031.8)

	EBIT
	147.4 
	4.7 
	15.9 
	5.2 
	3.7 
	0.6 
	(92.6)
	84.9 

	Finance cost, net
	
	
	
	
	
	
	
	4.0 

	Share of results of equity accounted investees
	
	
	
	
	
	
	
	(1.0)

	Income tax 
	
	
	
	
	
	
	
	(16.0)

	Net profit 
	 
	 
	 
	 
	 
	 
	 
	71.9 

	Attributable to:
	
	
	
	
	
	
	
	-

	Equity holders of the parent
	
	
	
	
	
	
	
	71.9 

	Non-controlling interest
	
	
	
	
	
	
	
	-

	EBITDA
	173.1 
	11.4 
	16.2 
	26.4 
	6.4 
	6.0 
	(72.3)
	167.2 

	Operating EBITDA (1)
	178.2 
	11.9 
	16.7 
	27.3 
	6.9 
	6.0 
	(69.4)
	177.6 

	CAPEX (2)
	(9.7)
	(3.3)
	-
	(8.9)
	(1.9)
	(13.9)
	(17.0)
	(54.7)


(1) excluding non-cash cost of share-based payments;

(2) based on invoices booked in the period; in the Cinema segment includes also PLN 10.7 million of non-current assets in lease;
(3) matching positions show data not included in particular segments, inter alia: other revenues and costs of Agora’s support divisions and the Management Board of Agora SA, Agora TC Sp. z o.o., intercompany eliminations and other matching adjustments which reconcile the data presented in the management reports to the consolidated financials of the Agora Group;

(4) the amounts do not include revenues and total cost of cross-promotion of Agora’s different media if such promotion is executed without prior reservation between segments of the Agora Group; the direct variable cost of campaigns carried out on advertising panels is the only cost that is included above; it is allocated from the Outdoor segment to other segments;

(5) data presented only for the period of September-December 2010.

2.3. Sales and markets 
Nearly 100% of the total sales of the Group were related to sales in domestic market. Sales to foreign markets are realized mainly through press sales (foreign subscription).

The Group does not depend on one particular customer. The biggest customers of the Group (in respect of the turnover) are press distributors (companies unrelated to Agora SA). In 2010, the value of transactions with none of the distributors exceeded 10% of the Group’s total revenues.
2.4. Suppliers 
The Group does not depend on one particular supplier. Newsprint and printing services are important cost items of the Group. Newsprint used for printing dailies is purchased from several suppliers. In 2010, the value of transactions with none of the suppliers exceeded 10% of the Group’s total revenues.

2.5. Finance cost, net
Net financial activities in 2010 were affected mainly by bank commissions, as well as interest on the bank loan. 

3. BALANCE SHEET OF THE AGORA GROUP 

Tab. 4
	in PLN million
	31/12/2010
	31/12/2009
	% change to 31/12/2009

	
	
	
	

	Non-current assets
	1,203.4
	1,023.5
	17.6% 

	share in balance sheet total
	66.7%
	66.5%
	          0.2 pp 

	Current assets
	602.1
	514.7
	17.0% 

	share in balance sheet total
	33.3%
	33.5%
	        (0.2 pp)

	
	 
	
	

	TOTAL ASSETS
	1,805.5
	1,538.2
	17.4% 

	
	 
	
	

	Equity holders of the parent
	1,221.1
	1,196.3
	2.1% 

	share in balance sheet total
	67.6%
	77.8%
	      (10.2 pp)

	Non-controlling interest
	15.5 
	(0.2)
	-

	share in balance sheet total
	0.9%
	- 
	           0.9pp 

	Non-current liabilities and provisions
	273.5
	99.9
	173.8% 

	share in balance sheet total
	15.1%
	6.5%
	          8.6 pp 

	Current liabilities and provisions
	295.4
	242.2
	22.0% 

	share in balance sheet total
	16.4%
	15.7%
	           0.7pp 

	
	 
	
	

	TOTAL LIABILITIES AND EQUITY
	1,805.5
	1,538.2
	17.4% 


3.1. Non-current assets

The increase in non-current assets versus 31 December 2009 mainly stems from the inclusion of Helios group property, plant and equipment as well as intangibles measured at their fair values and the goodwill recognition as a result of a business combination.

3.2. Current assets

The increase in current assets versus 31 December 2009 mainly results from: the increase in cash and in short-term monetary assets, including cash and cash equivalents (cash, bank accounts and bank deposits) and secure short-term securities as well as receivables and prepayments.
3.3. Non-controlling interest

The increase of non-controlling interest versus 31 December 2009 stems from the recognition of non-controlling interest in connection to the Helios group acquisition.

3.4. Non-current liabilities and provisions

The change of non-current liabilities and provisions versus 31 December 2009 stems mainly from:

· the increase by PLN 136.5 million of bank loans and borrowings (including lease payments), as a result of consolidation within the Agora Group the liabilities of Helios group and refinancing the Helios shares’ acquisition by Agora SA with bank loan in October 2010;

·  the recognition of deferred tax liability on consolidation from the amount of fair value of the assets acquired and liabilities assumed from Helios group (as at December 31, 2010: PLN 4.8 million);

· the recognition of put option liability for minority shareholders of Helios S.A. (as at December 31, 2010: PLN 29.7 million).

3.5. Current liabilities and provisions

The change of non-current liabilities and provisions versus 31 December 2009 stems mainly from:

· the increase by PLN 23.9 million of bank loans and borrowings (including lease payments), as a result of consolidation within the Agora Group the liabilities of the Helios group;

· the increase of short-term liabilities by PLN 17.8 million;
· the increase by PLN 13.0 million of accruals.
4. CASH FLOW STATEMENT OF THE AGORA GROUP
Tab. 5

	in PLN million
	2010 
	2009 
	 % change yoy 

	
	
	
	

	Net cash from operating activities
	171.6 
	152.7 
	12.4% 

	Net cash from investment activities
	(138.1)
	(204.1)
	(32.3%)

	Net cash from financing activities
	24.7 
	(88.0)
	-

	Total movement of cash and cash equivalents
	58.2 
	(139.4)
	-

	Cash and cash equivalents at the end of period
	182.4 
	124.2 
	46.9% 


As at 31 December 2010, the Agora Group had PLN 337.2 million in cash and in short-term monetary assets, of which PLN 182.4 million was in cash and cash equivalents (cash, bank accounts and bank deposits) and PLN 154.8 million in secure short-term securities.

Agora SA has not been in 2010 engaged in any currency option instruments or other derivatives (used for hedging or speculative purposes).

As at 31 December 2010 the Company had an available credit line, which was partly used on October 5, 2010 in the amount of PLN 104.9 million to refinance the purchase of shares of Helios S.A. In 2010, Agora SA repaid four instalments of the credit line used in previous years. 

Considering the cash position and the available credit facility, from which as at the date of this annual report the Group can still draw up to PLN 95.1 million, any liquidity problems are not anticipated with regards to its further investment plans (including capital investments). 
The acquisition of Helios group resulted in the increase of Agora Group debt from bank loans and other borrowings as a result of consolidation of debt liabilities of the Helios group within the Agora Group. Additionally, Helios group is a third party of lease agreements (classified as finance lease) concerning cars and cinema equipment.

4.1. Operating activities

In 2010, the net cash inflows from operating activities were greater due to higher operating profit.

4.2. Investment activities 

Net outflow from investing activities in 2010 results mainly from the acquisition of shares of Helios S.A. as well as incurred investment expenditure on short-term securities, property, plant and equipment and intangibles.
4.3. Financing activities 

In 2010, the net cash from financing activities included mainly raising a credit by Agora SA (refinancing the acquisition of shares of Helios S.A.) and the repayment of consecutive quarterly instalments of the credit line used in previous years. Additionally, the cash from financing activities include also drawings and repayments of bank loans by the Helios group as well as financial lease payments and a distributed dividend to Agora’s shareholders.

5. SELECTED FINANCIAL RATIOS [5]

Tab. 6
	 
	2010 
	2009 
	% change yoy

	
	
	
	

	 
	 
	 
	 

	Profitability ratios
	 
	
	

	Net profit margin
	6.4% 
	3.5% 
	           2.9pp 

	Gross profit margin
	41.3% 
	40.1% 
	           1.2pp 

	Return on equity
	5.9% 
	3.2% 
	           2.7pp 

	
	 
	
	

	Efficiency ratios
	 
	
	

	Inventory turnover
	11 days
	9 days
	22.2% 

	Debtors days
	67 days
	71 days
	(5.6%)

	Creditors days
	53 days
	54 days
	(1.9%)

	
	 
	
	

	Liquidity ratio
	 
	
	

	Current ratio
	2.0 
	2.1 
	(4.8%)

	
	 
	
	

	Financing ratios
	 
	
	

	Gearing ratio (1)
	- 
	- 
	-

	Interest cover
	14.6 
	8.7 
	67.8% 

	Free cash flow interest cover
	20.7 
	16.0 
	29.4% 


(1) as at 31 December 2010 and 31 December 2009 the Group had net cash position.

Definitions of financial ratios [5] are presented at the end of part IV of this MD&A ("Operating review – major segments of the Agora Group").

IV. OPERATING REVIEW - MAJOR SEGMENTS OF THE AGORA GROUP

IV.A. NEWSPAPERS [1]

The Newspapers segment includes the pro-forma consolidated financials of Gazeta Wyborcza, Metro, Special Projects, Agora’s Printing Department and Agora Poligrafia Sp. z o.o.

Tab. 7
	in PLN million
	2010 
	2009 
	% change yoy

	
	
	
	

	Total sales 
	644.0 
	696.9 
	(7.6%)

	Copy sales (1)
	148.5 
	151.4 
	(1.9%)

	incl. Gazeta Wyborcza
	146.1 
	150.4 
	(2.9%)

	Advertising revenue (1), (2)
	345.2 
	377.6 
	(8.6%)

	incl. Gazeta Wyborcza  (3)
	305.9 
	342.8 
	(10.8%)

	incl. Metro (4)
	31.4 
	32.2 
	(2.5%)

	Special Projects (including book collections)
	58.7 
	80.1 
	(26.7%)

	Other revenue
	91.6 
	87.8 
	4.3% 

	Total operating cost, including
	(496.6)
	(556.9)
	(10.8%)

	Raw materials, energy, consumables and printing services
	(196.0)
	(234.9)
	(16.6%)

	Staff cost (5)
	(130.5)
	(129.9)
	0.5% 

	Non-cash expense relating to share-based payments
	(5.1)
	(4.9)
	4.1% 

	D&A
	(25.7)
	(27.1)
	(5.2%)

	Promotion and marketing (2) (6) 
	(80.0)
	(96.8)
	(17.4%)

	   Operating efficiency improvement plan
	- 
	(1.4)
	-

	EBIT
	147.4 
	140.0 
	5.3% 

	EBIT margin
	22.9%
	20.1%
	           2.8pp 

	EBITDA
	173.1 
	167.1 
	3.6% 

	EBITDA margin
	26.9%
	24.0%
	           2.9pp 

	Operating EBITDA (4)
	178.2 
	172.0 
	3.6% 

	Operating EBITDA margin 
	27.7%
	24.7%
	           3.0pp 


(1) excluding revenues from Special Projects;
(2) the amounts do not include revenues and total cost of cross-promotion of different media between the Agora Group segments (only direct variable cost of campaigns carried out on advertising panels) if such promotion is executed without prior reservation;

(3) the amounts refer to only a portion of total revenues from dual media offers (published both in Gazeta Wyborcza, as well as on GazetaPraca.pl, GazetaDom.pl, Domiporta.pl, Komunikaty.pl verticals and Nekrologi.Wyborcza.pl website), which is allocated to the print edition of Gazeta;

(4) the amounts refer to total revenues of the Free Press Department, including revenues from Metro’s display advertising and inserts as well as  from mTarget services and Metro’s special activities;

(5) excluding non-cash cost of share-based payments;

(6) the amounts include the start-up cost of new book collections (e.g. initial promotional cost in the media) and the production and promotional cost of gadgets offered with Gazeta.
In 2010 the segment improved its operating results. The operating EBITDA amounted to PLN 178.2 million (up by 3.6% yoy), mainly due to the reduction of operating cost by 10.8% yoy. The EBITDA margin reached 27.7% (up by 3.0pp yoy).

1. GAZETA WYBORCZA 

1.1. Revenue

1.1.1. Copy sales [4]

In 2010, Gazeta Wyborcza maintained its leading position among the opinion-making newspapers. During this period, Gazeta sold 335 thousand copies on average (down by 9.4% yoy). The decline results mainly from a lower impact of higher priced issues (dual-pricing offer) as well as from a general trend of copy sales decline of dailies. In 2010, Gazeta’s revenues from copy sales decreased by 2.9% yoy. 

In 2010, Dziennik Gazeta Prawna sold on average 99.6 thousand copies [10]. Rzeczpospolita sold 141 thousand copies on average (down by 0.8% yoy), Fakt 437 thousand copies (down by 6.4% yoy) and Super Express 184 thousand copies (down by 4.3% yoy). In 2010, Polska the Times sold 266 thousand copies on average - down by 12.5% yoy [4] [11].

1.1.2. Readership [4]

In 2010, Gazeta’s weekly readership stood at 14.1% (4.3 million readers; CCS, weekly readership index). This resulted in Gazeta holding the first position, ex aequo with Fakt, in nationwide dailies as far as readership is concerned. Fakt’s readership stood at 14.0% and that of Super Express reached on average 6.4% in 2010. Metro recorded good readership results of 6.3% i.e. 1.9 million people in 2010. In 2010, weekly readership rates for Dziennik Gazeta Prawna stood at 3.1% (0.9 million readers) and for Rzeczpospolita at 4.2% (1.3 million readers).
1.1.3. Advertising sales [3]

In 2010, Gazeta’s advertising revenues amounted to PLN 305.9 million (down by 10.8% yoy). The above figure includes only a portion of revenues from dual-media advertising offers (published both in print as well as on GazetaPraca.pl, GazetaDom.pl, Domiporta.pl, Komunikaty.pl verticals and Nekrologi.Wyborcza.pl website), which is allocated to the print edition of Gazeta Wyborcza.
In 2010, total advertising expenditure in dailies was reduced by 10.5% yoy, mainly due to a large decrease of spending (down by ca 12.5% yoy) in the first half of 2010.  

In 2010, Gazeta’s revenues from display advertising decreased by almost 11% yoy but the title preserved its share in display ad spend in dailies at the level of 38%. In the same period, Metro also maintained its 4% share in dailies ad expenditure.
In 2010, the share of Dziennik Gazeta Prawna in dailies ad expenditure amounted to about 4% (up by over 1pp yoy) and that of Rzeczpospolita to ca 10% (up by nearly 1.0pp yoy). In 2010, Fakt’s share in dailies ad expenditure stood at ca 8.5% (up by over 1pp yoy) and Super Express’ at 3% and remained at the similar level as in 2009. 

In 2010, Gazeta’s share in the national newspaper ad spend amounted to 40.5% and was up by nearly 1.0pp yoy. During this period, Gazeta’s share in Warsaw ad spend in newspapers (display advertising excluding classifieds, inserts and obituaries) decreased by nearly 1.0pp yoy (in the same period, Metro increased its share by over 2.0pp yoy) and Gazeta’s share in local dailies (excluding Warsaw) decreased by 1.0pp yoy. 
One should bear in mind that these advertising market estimations may represent some margin of error due to significant discount pressure on the market. Once the Company has more reliable market data, it may correct the ad spending estimations in the consecutive reporting periods. 

In 2010, the share of ad pages in Gazeta’s total pagecount amounted to ca 38.4% (down by ca 0.6pp yoy), while the average number of paid-for ad pages published daily in all local and national editions reached ca 179 (down by ca 10% yoy). 
1.1.4. Special Projects 

Tab. 8
	in PLN million
	1Q 2009
	2Q 2009
	3Q 2009
	4Q 2009
	1Q 2010
	2Q 2010
	3Q 2010
	4Q 2010

	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	

	Revenue from Special Projects (including collections)
	22.9 
	29.4 
	12.6 
	15.2
	14.1 
	15.9
	8.1
	20.6


In 2010, Agora ran 15 collections and 59 one-off projects. During this period, the Company sold ca 2.5 million books and books with DVDs and CDs.

In 2010, the Company continued 3 collections: Wielcy kompozytorzy filmowi (Great Movie Composers), Fryderyk Chopin (a project ran under the patronage of The Fryderyk Chopin Institute for the inauguration of The Chopin Year) and a collection of Woody Allen’s movies, and started a number of new projects, inter alia: Giganci Jazzu (Jazz Giants), Historia sztuki (History of art), Dynastie Europy (Dynasties of Europe), Miejsca Swiete (Sacred places).
Among one-off projects launched by the Company, were, inter alia: album Wislawa Szymborska, books: Listy na wyczerpanym papierze. Letters of Agnieszka Osiecka and Jeremi Przybora, Antologia. Najpiekniejsze slaskie słowo, Mezczyzni rozmawiaja o wszystkim, Kobiety, ktore igraly z bogami and music albums Kayah&Royal Quartet, Wojciech Gassowski I wish you love.

In 2010, the operating result (EBIT) of Special Projects reached PLN 1.5 million [1]. 

1.1.5. Other revenues

In 2010, the Company’s revenues from the sales of printing services to external clients rose by 1.9% yoy, mainly due to an increase in the volume of orders.  

1.2. Cost 

1.2.1 Printing cost of Gazeta Wyborcza 
Tab. 9
	 
	 2010 
	2009 
	% change yoy

	in PLN million
	
	
	

	Fixed cost
	36.4 
	38.2 
	(4.7%)

	incl. D&A
	12.4 
	13.5 
	(8.1%)

	Variable cost
	83.2 
	117.9 
	(29.4%)

	incl. Newsprint
	64.6 
	94.7 
	(31.8%)

	TOTAL fixed and variable cost
	119.6 
	156.1 
	(23.4%)


In 2010, the decrease in the newsprint cost resulted from the lower circulation and pagecount printed. Moreover, the newsprint cost was affected by the exchange rate of the Euro against the Polish zloty and newsprint prices.

1.2.2. Promotion and marketing cost
In 2010, promotion and marketing cost of the Newspapers segment was lower by 17.4% yoy. This decline results mainly from the lower promotional expense of Gazeta Wyborcza. 

1.3. Additional information

In 2010, as well as in the previous years, the advertising sales offices of Gazeta Wyborcza and Metro received the highest score in the annual ranking organized by Media & Marketing Polska business magazine evaluating sales teams of dailies. 

Moreover, Gazeta Wyborcza received 4 prizes in the most important European contest of newspaper design European Newspaper Award, in Cover and News Pages categories. 
Gazeta’s campaigns Koniec Akademii (The End of the Academy) and Polacy, odwagi! (Poles, be courageous!), were ranked third in the prestigious international competition INMA Awards 2010. Both projects were also awarded in Media Trendy 2010 competition.

2. FREE PRESS [3], [4]

In 2010, 6.3% of Poles read Metro throughout the week (1.9 million of readers; CCS, weekly readership index). As a result, Metro had 0.6 million of readers more than Rzeczpospolita and nearly 1.0 million of readers more than Dziennik Gazeta Prawna. 
In 2010, Metro held the third position among nationwide dailies with the average daily readership of 3.4% 
(1.0 million of readers; CPW, average issue readership index).
In 2010, Metro’s total ad revenues decreased by 2.5% yoy, including a 7.3% yoy decrease in display advertising. In this period, the total display ad spend in all daily newspapers decreased by 10.5% yoy. Metro maintained its share in advertising spending in dailies of 4.0%. In 2010, Metro’s share in ad spending in Warsaw dailies reached almost 13.5% and increased by over 2.0pp yoy. 
In 2010, as well as in the previous years, the advertising sales offices of Gazeta Wyborcza and Metro received the highest score in the annual ranking organized by Media & Marketing Polska business magazine evaluating sales teams of dailies. 

In April 2010, Metro’s project Metro dla Berlinczykow (Metro for Berliners) won the major prize in the Marketing Solutions for Advertisers category of prestigious INMA Awards 2010. The jury appreciated the idea of widening the advertising reach beyond the borders of Poland, as well as the implementation of the project.

In June 2010, for the third time, Metro was recognized as a High Reputation Brand in the Independent Ranking of Brand Reputation in Poland - Premium Brand.

In September 2010, Metro won the top prize in the World Young Reader Prize, a prestigious competition organized by WAN-IFRA and was named Young Reader Newspaper of The Year. At the same time, Metro won the first prize in the Public Services category for its project Internet Piracy - for or against.

Moreover, the campaign called Adoptuj Zwierzaka (Adopt a Pet) received a distinction in Media Trendy 2010, in the CSR category of the competition devoted to the Innovation in the Media.

In 2010, Metro reported a positive operating EBITDA of PLN 4.0 million (up by PLN 4.2 million yoy) [1].

IV.B INTERNET [1] [6]

The Internet segment includes the pro-forma consolidated financials of Agora’s Internet Department, LLC Agora Ukraine (which in August 2010 merged with Agora Press Ltd.), Trader.com (Polska) Sp. z o.o. and AdTaily Sp. z o.o. The acquisition of AdTaily Sp. z o.o. has an impact on presented financials of the segment starting from the third quarter of 2009. 
Tab. 10
	in PLN million
	2010 
	2009 
	% change 
yoy

	
	
	
	

	Total sales , including
	101.8 
	84.9 
	19.9% 

	Display ad sales (1)
	69.9 
	52.0 
	34.4% 

	Ad sales in verticals (2)
	23.3 
	22.2 
	5.0% 

	Total operating cost, including
	(97.1)
	(95.3)
	1.9% 

	IT and network maintenance
	(3.1)
	(3.6)
	(13.9%)

	Staff cost (3)
	(43.5)
	(42.3)
	2.8% 

	Non-cash expense relating to share-based payments
	(0.5)
	(0.4)
	25.0% 

	D&A
	(6.7)
	(7.0)
	(4.3%)

	Promotion and marketing (1)
	(19.9)
	(23.4)
	(15.0%)

	Operating efficiency improvement plan
	- 
	(0.4)
	-

	EBIT
	4.7 
	(10.4)
	-

	EBIT margin
	4.6% 
	(12.2%)
	     16.8pp 

	EBITDA
	11.4 
	(3.4)
	-

	EBITDA margin
	11.2%
	(4.0%)
	     15.2pp 

	Operating EBITDA (3)
	11.9 
	(3.0)
	-

	Operating EBITDA margin
	11.7%
	(3.5%)
	     15.2pp 


(1) the amounts do not include revenues and total cost of cross-promotion of Agora’s different media (only direct variable cost of campaigns carried out on advertising panels) if such promotion is executed without prior reservation, as well as inter-company sales between Agora’s Internet Department, LLC Agora Ukraine, Trader.com (Polska) Sp. z o.o. and AdTaily Sp. z o.o; 

(2) including, among others, allocated revenues from the dual media offer (i.e. published both in Gazeta Wyborcza, as well as on GazetaPraca.pl, GazetaDom.pl, Domiporta.pl, Komunikaty.pl verticals and Nekrologi.Wyborcza.pl website);

(3) excluding non-cash cost of share-based payments.

1. Revenue

In 2010, display ad sales of Agora’s Internet segment went up by 34.4% yoy, while the Internet display advertising and e-mail marketing market increased by over 19.5% yoy. This dynamic growth of revenues and cost control policy allowed the Internet segment to achieve positive operating result (EBIT) of PLN 4.7 million [1].
In 2010, ad sales in verticals increased by 5.0% yoy. The main reason for this diminished growth rate are  lower revenues from allocation of advertising sales from dual media offers in print and online editions of Gazeta Wyborcza. 
In 2010, total revenues of Trader.com (Polska) Sp. z o.o. reached PLN 18.6 million (up by 11.4% yoy). Revenues from the company’s magazines amounted to PLN 3.4 million and from its Internet activities to PLN 15.2 million. In 2010, the company recorded a positive EBIT of PLN 2.3 million.

2. Cost

In 2010, the total cost of the Internet segment increased by 1.9% yoy, due to, inter alia, higher staff cost.
The staff cost (excluding non-cash cost of share-based payments) went up by 2.8% yoy as a result of, inter alia, higher cost of contracts of mandate in Agora’s Internet department and an increase in the number of employees.

In 2010, promotion and marketing cost of the segment was reduced by 15.0% yoy. In the discussed period, D&A cost decreased by 4.3% yoy due to lower investments made by Agora’s Internet Department since the fourth quarter of 2009.
3. Important information on Internet activities

In December 2010, the reach of Gazeta.pl group services among Polish internet users stood at 62.9%, which made Gazeta.pl group the third player among Internet portals, after Onet.pl group and Wirtualna Polska group. The number of users reached 11.5 million (up by 9.5% yoy). In the same month, the total number of page views from Polish users was 1.1 billion (i.e. 19.6% more than in December 2009), with an average viewing time of 2 hours and 11 minutes per user (24 minutes more than in December 2009). 

Gazeta.pl‘s group services are ranked among top thematic market players. According to Megapanel PBI/Gemius data for December 2010 GazetaDom.pl is the leader in the Building & real estate category and GazetaPraca.pl is second in recruitment services. Gazeta.pl’s parenting services (incl. eDziecko.pl) lead in Children, Family category.  Gazeta.pl’s information services are third in the Information & journalism category and Gazeta.pl’s sport services (incl. Sport.pl) are ranked third in Sport category. 

In 2010, Internet segment launched: internet music website Tuba.pl, online television website Gazeta.tv, Internet performance advertising network PayPer.pl, Internet video advertising network AdPlayer and mobile advertising network HandyNet.
At the end of April 2010, Agora became a joint venture shareholder in Business Ad Network Sp. z o.o. - an online advertising network offering advertising space in services featuring quality content covering e.g. economics and business. 

For the first time, the advertising sales team of Gazeta.pl was recognized as the best internet sales team - its high standard of services and fast and efficient reaction to the needs of advertisers were praised. 

IV.C. THE MAGAZINES [1] [7]

The Magazines segment presents the pro-forma consolidated financials of Agora’s Magazines and Agora Press Ltd. (Ukraine) for the period ending 31 July, 2010. From the beginning of August, 2010 Agora Press Ltd. was merged with LLC Agora Ukraine included in the Internet segment.

Tab. 11
	in PLN million
	 2010 
	2009 
	 % change yoy 

	
	
	
	

	Total sales, including
	83.6 
	92.3 
	(9.4%)

	Copy sales 
	37.5 
	41.3 
	(9.2%)

	Advertising revenue (1)
	45.6 
	50.7 
	(10.1%)

	Total operating cost, including
	(67.7)
	(75.1)
	(9.9%)

	Raw materials, energy, consumables and printing services
	(26.1)
	(31.4)
	(16.9%)

	Staff cost (2)
	(16.8)
	(17.3)
	(2.9%)

	Non-cash expense relating to share-based payments
	(0.5)
	(0.5)
	- 

	D&A
	(0.3)
	(0.4)
	(25.0%)

	Promotion and marketing (1)
	(17.6)
	(18.9)
	(6.9%)

	Operating efficiency improvement plan
	- 
	(0.1)
	-

	EBIT
	15.9 
	17.2 
	(7.6%)

	EBIT margin
	19.0% 
	18.6%
	         0.4pp 

	EBITDA
	16.2 
	17.6 
	(8.0%)

	EBITDA margin
	19.4%
	19.1%
	         0.3pp 

	Operating EBITDA (2)
	16.7 
	18.1 
	(7.7%)

	Operating EBITDA margin
	20.0%
	19.6%
	         0.4pp 


(1) the amounts do not include revenues and total cost of cross-promotion of Agora’s different media (only direct variable cost of campaigns carried out on advertising panels) if such promotion is executed without prior reservation; 

(2) excluding non-cash cost of share-based payments.

In 2010, the operating cost of the Magazines segment was reduced by 9.9% yoy, which compensated the decrease in sales, leading to the increase of the operating EBITDA margin by 0.4pp yoy to the level of 20.0%. [1].
Total copy sales decreased by 9.2% yoy, while ad sales were down by 10.1% yoy, leading to an overall decline 
in sales by 9.4% yoy. The decline results mainly from the reduction in advertising budgets in hygiene and beauty as well as interior decoration categories. 

1. REVENUE

1.1. Copy sales

Tab. 12
	in thousand of copies
	2010 
	2009 
	% change yoy

	
	
	
	

	Average copy sales of monthlies
	948.9 
	1,040.0 
	(8.8%)


In 2010, the average number of copies sold by Agora’s monthlies decreased by 8.8% yoy. 

1.2. Advertising sales

In 2010, advertising sales of Agora’s magazines decreased by 10.1% yoy. During this period, Agora recorded a 6.6% share in the total national magazines ad spend and an 11.6% share in monthlies (based on rate card data) [7].
2. Cost

In 2010, the Magazines segment reduced its operating costs by 9.9% yoy mainly as a result of lower cost of materials, energy, consumables and printing services (down by 16.9% yoy), reflecting the lower exchange rate of the Euro to the Polish zloty, lower prices of newsprint, along with the decrease in print runs and pagecounts. 

Additionally, in 2010, the number and scope of promotional campaigns was reduced, leading to an overall decline in the marketing cost of the segment by 6.9% yoy.

In June 2010, the results of the Magazines segment were negatively affected by a one-off cost of PLN 1 million, reflecting the final settlement of a legal dispute ongoing since 2002.

IV.D. OUTDOOR (AMS GROUP)

The Outdoor segment consists of the pro-forma consolidated data of companies constituting the AMS group (AMS SA, Adpol Sp. z o.o.).

Tab. 13
	in PLN million
	2010 
	2009 
	% change yoy

	
	
	
	

	Total sales, including: 
	164.1 
	168.0 
	(2.3%)

	Advertising revenue (1)
	161.7 
	165.8 
	(2.5%)

	Total operating cost, including:
	(158.9)
	(178.4)
	(10.9%)

	Execution of campaigns
	(27.3)
	(31.6)
	(13.6%)

	Maintenance cost
	(73.5)
	(79.8)
	(7.9%)

	Staff cost (2)
	(18.7)
	(18.4)
	1.6% 

	Non-cash expense relating to share-based payments
	(0.9)
	(0.8)
	12.5% 

	Promotion and marketing 
	(6.0)
	(5.0)
	20.0% 

	D&A 
	(21.3)
	(23.6)
	(9.7%)

	Other operating cost net
	(0.0)
	(8.6)
	(99.9%)

	EBIT
	5.2 
	(10.4)
	-

	EBIT margin
	3.2% 
	(6.2%)
	           9.4pp 

	EBITDA (4)
	26.4 
	12.8 
	106.3% 

	EBITDA margin
	16.1% 
	7.6%
	           8.5pp 

	Operating EBITDA (2) (4)
	27.3 
	13.6 
	100.7% 

	Operating EBITDA margin
	16.6% 
	8.1% 
	           8.5pp 

	Number of advertising faces (3)
	23,841 
	24,887 
	(4.2%)


(1) the amounts do not include revenues, direct and variable cost of cross-promotion of Agora’s other media on AMS panels if such promotion was executed without prior reservation; 

(2) excluding non-cash cost of share-based payments;

(3) excluding advertising panels of AMS Group installed on petrol stations, small panels on bus shelters and in the Warsaw subway, as well as advertising panels on buses and trams;

(4) the amounts include a reclassification adjustment of D&A, resulting from financing sources of fixed assets owned by AMS group.

Due to the reduction of operating cost by 10.9 yoy to PLN 158.9 million in 2010, AMS group improved its operating EBITDA margin by 8.5pp yoy and its operating EBITDA amounted to PLN 27.3 million.

1. Revenue [8]

According to IGRZ estimates, in 2010, the outdoor market decreased only by over 0.5% yoy [8].
The advertising sales of the AMS group slightly differs from the dynamics of the entire outdoor advertising market, with the decline of 2.5% in the entire 2010. The estimated share of the AMS group in outdoor ad spending decreased by 0.2pp yoy and amounted to 26.5%. [8].
2. Cost

In 2010, the operating cost was reduced by 10.9% yoy, mainly due to lower system maintenance costs (down by 7.9% yoy) and campaign execution cost (down by 13.6% yoy).

In 2010, the other operating cost net was an additional factor that contributed to the decline in the total operating cost of AMS group. It was mainly related to lower one-off impairment losses on assets and to closing several administrative disputes on using the waysides without permission.

In 2010, higher promotion and marketing cost resulted from an increased number of social and joint non-for-profit /commercial campaigns, where the non-profit element was settled in barter and presented in promotion and marketing cost.

3. Other events

AMS was again awarded in the prestigious annual ranking of the weekly Media i Marketing Polska. The advertising agencies and media houses participated in the survey measuring customer satisfaction (carried out by Millward Brown SMG/KRC) and recognized the AMS sales team as the best sales team in the outdoor market. The award reflects the changes made in AMS’ sales policy as well as the high quality of provided services.

In the third edition of the program Bramy Kraju, which is devoted to small architecture and urban furnishing, AMS and the city of Gdansk announced a competition for the development plan of Walowy Square. Bramy Kraju is an urban marketing program focused on creating a brand and image of public space. Every year, the program includes conferences for local governments, competitions for urban marketing best practices, and publishing booklets from the Biblioteka Wizerunku Miasta series. The development of urban furnishing is in line with a consistent strategy pursued by AMS appreciated by the advertisers as well as by the city authorities.
On 31 December 2010, Adpol’s contract with the city of Warsaw for servicing 530 bus shelters expired. Due to the fact that the process of granting a new concession for the building and servicing the bus shelters has not yet come to an end, on 31 January, 2011, Adpol signed an annex to the contract, with the city of Warsaw, in which the rules for servicing existing bus shelters till the end of 2011 were set.

IV.E. RADIO 

The Radio segment includes the pro-forma consolidated financials of Agora’s Radio Department, all local radio stations and a super-regional radio TOK FM, being parts of the Agora Group. This includes: 19 Golden Oldies (Zlote Przeboje) local radio stations (including the license for Zamosc, granted in July 2010 and broadcast since October), 7 local radio stations (Radio Roxy FM), one AC format (Adult Contemporary) local station and a super-regional news radio TOK FM broadcasting in nine largest metropolitan areas. 

Tab. 14
	in PLN million
	2010 
	2009 
	 % change yoy 

	
	
	
	

	Total sales, including :
	77.6 
	75.1 
	3.3% 

	Advertising revenue (1) (3)
	75.8 
	73.2 
	3.6% 

	Total operating cost, including: (3)
	(73.9)
	(73.9)
	- 

	Staff cost (2)
	(24.5)
	(25.1)
	(2.4%)

	Non-cash expense relating to share-based payments
	(0.5)
	(0.6)
	(16.7%)

	Licenses, rental and telecommunication costs
	(8.3)
	(8.3)
	- 

	D&A
	(2.7)
	(2.9)
	(6.9%)

	Promotion and marketing (3)
	(17.1)
	(16.2)
	5.6% 

	EBIT
	3.7 
	1.2 
	208.3% 

	EBIT margin
	4.8% 
	1.6%
	       3.2pp 

	EBITDA
	6.4 
	4.1 
	56.1% 

	EBITDA margin
	8.2% 
	5.5%
	       2.7pp 

	Operating EBITDA (2)
	6.9 
	4.7 
	46.8% 

	Operating EBITDA margin
	8.9% 
	6.3%
	       2.6pp 


(1) advertising revenues include revenues from brokerage services of proprietary and third-party air time; 

(2) excluding non-cash cost of share-based payments; 

(3) the amounts do not include revenues and total cost of cross-promotion of Agora’s different media (only the direct variable cost of campaigns carried out on advertising panels) if such a promotion was executed without prior reservation. 

In 2010, Agora’s Radio segment achieved a positive EBIT of PLN 3.7 million (up by PLN 2.5 million yoy), due to higher by 3.3% yoy revenues and keeping the costs at the level of 2009.
1. Revenue [3]

In 2010, the sales of the Radio segment amounted to PLN 77.6 million (up by 3.3% yoy), including the ad sales of PLN 75.8 million (up by 3.6% yoy). At the same time, the entire radio advertising market recorded a nearly 4% growth. 

2. Cost

In 2010, the operating costs of the Radio segment remained flat yoy. Most cost categories were reduced and the only cost items that increased were promotion and marketing cost (up by 5.6% yoy) and the cost of brokerage services, compensated by higher ad sales.

3. Audience shares [9]

In 2010, the audience share of Agora’s radio stations (included TOK FM) increased to 10.8% (up by 0.6pp yoy). 

In 2010, TOK FM achieved its best audience share results in its history: an 8.1% share of the Warsaw radio audience (6.3% in the same period of 2009). In all the cities of broadcasting the station’s audience ratings reached 5.1% (4.0% in the same period of 2009).

4. OTher EVENTS

In January 2010, the news portal Tokfm.pl was launched. The portal offers its own content concerning politics, business, sports, culture and entertainment as well as most interesting news coming from other media. The portal was created by Agora’s Internet segment, its editorial content, however, is produced by the integrated, multimedia team of both Radio segment and Gazeta.pl.

In the first quarter 2010, four concerts were organized as part of the campaign The Smallest Concert of the World run by Radio Roxy. Voo Voo and Haydamaky, Pustki band with Katarzyna Nosowska and Artur Rojek, Tilt with Tomek Lipiński and Muniek Staszczyk performed before an audience of twenty people  in Alvernia Studio near Krakow. All concerts were recorded and published on DVD by Agora’s Special Projects in autumn 2010.

The project Moja Tuba.FM, launched together with the Internet segment,  the application for creating new radio channels – was awarded in the competition Media Trendy 2010. The jury acknowledged this project as “the most innovative change in media”. 

In April 2010, Agora modified its Tuba.Fm service (created in cooperation with the Internet segment) – the first Polish radio social network site. It is a special platform for creating and sharing favourite music with other internet users. Till the end of 2010, the users of this platform have set up more than 15,000 radio stations.

In May 2010, the second edition of the Smooth Festival Zlote Przeboje in Bydgoszcz took place. Both the foreign (Vaya Con Dios, Ive Mendez, Emmanuelle Seigner) and Polish (Maciej Malenczuk, Natalia Kukulska, Maria Peszek) artists performed there. The festival attracted several thousand people and was broadcast by Polsat television. It was preceded by outdoor and press promotion as well as intense radio campaigns such as special programmes and competitions for listeners.

Ewa Wanat, Tok FM chief editor, was awarded the title of ‘2010 Media Personality’ granted by Brief magazine. The magazine’s management emphasized Ewa Wanat’s drive to develop a radio station that can be listened to, read and watched as well as her commitment to create synergies between various media. In July 2010, due to the decision of National Broadcasting Council of Poland (KRRIT), Golden Oldies (Zlote Przeboje) received a new radio frequency in Wolin, which is the 20th town where the network Zlote Przeboje will be broadcast.

In October 2010, Golden Oldies (Zlote Przeboje) began broadcasting in Zamosc (the 19th town, where the network is broadcast).

In December 2010, the results of the Polish Investor Survey conducted by the Association of Individual Investors were published, naming TOK FM the most popular source of information for investors. TOK FM was the most quoted radio station, providing information about economy for people interested in stock markets.

The newsroom journalists of the radio segment received two nominations for the Grand Press prize in the radio feature category. One of them, Anna Gmiterek – Zablocka, won the Grand Press prize.

IV.F. CINEMA

The Cinema segment includes the pro-forma consolidated financials of the Helios group, consisting of Helios S.A. and Kinoplex Sp. z o.o. The financials of the Helios group are consolidated with the results of Agora Group starting from September 1, 2010. The table below presents data of the Helios group from the acquisition by the Agora Group. Detailed information concerning the acquisition is discussed in note 32 to the consolidated financial statements of the Agora Group.

Tab. 15
	 in PLN million
	 September - December 2010 

	
	

	Total sales, including :
	56.0 

	    Tickets sales
	40.1 

	    Sales from foods & beverages
	12.1 

	 Advertising revenues
	3.3 

	Total cost, including:
	(55.4)

	Raw materials, energy and consumables
	(7.7)

	D&A
	(5.4)

	Staff cost
	(8.5)

	External services
	(31.1)

	Promotion  and marketing
	(1.3)

	Other net operating cost
	(1.4)

	EBIT
	0.6 

	EBIT margin 
	1.1% 

	EBITDA
	6.0 

	EBITDA margin
	10.7% 

	Operating EBITDA (1)
	6.0 

	Operating EBITDA margin (1)
	10.7% 


(1) As far as the Helios group is concerned EBITDA and operating EBITDA ratios are equal as in the period referred to in the table there was not any non-cash cost of share-based payments incurred.

On August 31, 2010 Agora SA signed a definitive agreement to purchase a majority stake of the company Helios S.A. As a result, since 1 September 2010 the consolidated profit and loss statement of the Agora Group includes four months of the consolidated profit and loss statement of the consolidated capital group of Helios S.A. (including two companies: Helios S.A. and Kinoplex Sp. z o.o.; further referred to as “Helios group”). 
1. Revenue [3]

In 2010, the number of cinema tickets sold in Poland amounted to 37.5 million (down by 4.4% yoy) [13]. In the cinemas of Helios group the decline amounted to 3.0% . In 2010, the share of tickets for 3D films sold in Poland amounted to 34.0% (up by nearly 17pp yoy) and the average price was PLN 17.53 net - up by 7.9% yoy, mainly due to a greater number of 3D films [14].
In the period of September - December 2010, the revenues reached PLN 56.0 million, reflecting lower ticket sales (PLN 40.1 million). The operating result (EBIT) amounted to PLN 0.6 million.
2. Cost

In the period of September-December of 2010, the operating cost of the segment reached PLN 55.4 million. The largest cost items of the Helios group were external services, including cost of film copies and rent of commercial space in shopping centres. 

3. shares in the number of tickets sold [14]

In 2010, the number of tickets sold by the Helios group was 7.7 million (down by 3.0% yoy). During this period, the entire Polish cinema market sold 37.5 million tickets (down by 4.4% yoy). 

4. OTher EVENTS

The cinemas of the Helios group are undergoing the process of digitalization. On the date of acquisition by Agora Group, the Helios group network had 24 3-D digital projectors. Till March 31, 2011, 43 new 3-D projectors have been installed. 

NOTES

[1] Operating EBITDA = EBITDA + non-cash expenses relating to share-based payments.

EBIT, EBITDA, operating EBITDA of Newspapers, Internet and Magazines are calculated on the basis of cost directly attributable to the appropriate operating segment of the Agora Group and excludes allocations of all Company’s overheads (such as: cost of Agora’s Management Board and a majority of cost of the supporting divisions), which are included in matching positions.
[2] The Group’s net result refers to “net result attributable to equity holders of the parent”.

[3] The data refer to advertising expenditures in six media (print, radio, TV, outdoor, Internet, cinema). In this MD&A Agora has corrected the advertising figures for 2010 and for the fourth quarter of 2009. Unless explicitly stated otherwise, print and radio advertising market data referred to herein are based on Agora’s estimates adjusted for average discount rate and are stated in current prices. Given the discount pressure and advertising time and space sell-offs, these figures may not be fully reliable and will be adjusted in the consecutive reporting periods. 
In case of print, the data include only display advertising excluding classifieds, inserts and obituaries. The estimates are based on rate card data obtained from the following sources: Kantar Media monitoring (previously Expert Monitor), Agora SA monitoring. 
Presented TV, Internet and cinema figures are based on Starlink media house estimates; TV estimates include regular ad emissions and sponsoring, exclude teleshopping, product placement and other advertising forms.

Internet ad spend estimates include display, search engines (Search Engine Marketing), e-mail marketing and affiliated marketing. 

Outdoor advertising figures are based on Izba Gospodarcza Reklamy Zewnetrznej estimates [8].
[4] The data on the number of copies sold of daily newspapers is derived from the National Circulation Audit Office (ZKDP). The term "copy sales" used in this MD&A is consistent with the sales declarations of publishers to the National Circulation Audit Office. 
The data on dailies readership are based on PBC General, research carried out by MillwardBrown SMG/KRC on a random, nationwide sample of Poles over 15 years of age. The following indices were used: CCS index (weekly readership index) - percentage of respondents reading at least one edition of the title within 7 days of the week or preceding research and CPW index (average issue readership index – shows number and percentage of respondents from surveyed population, which read or skimmed through the average issue of the title). For dailies the average is calculated on the basis of issue readership in seasonal cycles – that is: taken average from CDT indices (readership of weekdays). Size of the sample: nationwide PBC General for January - December 2010: N = 48,445. 

 [5] Definition of ratios:

	Net profit margin =
	Net profit attributable to equity holders of the parent

	
	Sales of finished products, merchandise and materials

	
	

	Gross profit margin =
	Gross profit on sales

	
	Sales of finished products, merchandise and materials 

	Return on equity =


	Net profit attributable to equity holders of the parent

	
	(Equity attributable to equity holders of the parent at the beginning of the period 
+ Equity attributable to equity holders of the parent at the end of the period) 
/ 2 / 1  for annual results

	
	

	Debtors days =
	(Trade receivables gross at the beginning of the period 
+ Trade receivables gross at the end of the period) / 2

	
	Sales of finished products, merchandise and materials / no. of days

	
	

	Creditors days =
	(Trade creditors at the beginning of the period 
+ Trade creditors at the end of the period) / 2

	
	Cost of sales / no. of days

	
	

	Inventory turnover =
	(Inventories at the beginning of the period + Inventories at the end of the period) / 2

	
	Cost of sales / no. of days

	
	

	Current ratio I =
	Current Assets

	
	Current liabilities

	
	

	Gearing ratio =
	Current and non-current liabilities from loans – cash and cash equivalents 
– highly liquid short-term monetary assets

	
	Total equity and liabilities

	
	

	Interest cover  =
	Operating profit 

	
	Interest charge

	
	

	Free cash flow interest 
cover =
	Free cash flow *

	
	Interest charge


* Free cash flow =Net cash from operating activities + Purchase of property plant and equipment and intangibles
[6] The Gazeta.pl Group include online services (including partnership services), which domains are subscribed by Agora. Real users, page views and spent time on the basis of Megapanel PBI/Gemius, cover Internet users age 7 years and above, connecting to Internet from the territory of Poland and include only Internet domains registered on Agora SA. Real users data of the Gazeta.pl Group services are audited by Gemius SA. 

[7] Average paid circulation of monthlies is based on the Agora’s own data. Rate card data on magazines obtained from Kantar Media monitoring (previously Expert Monitor); commercial brand advertising, excluding specialized monthlies; accounted for 128 titles for the period of January-December 2010. 

[8] Source: report on sales of outdoor companies prepared by Izba Gospodarcza Reklamy Zewnetrznej (IGRZ) which include: AMS S.A., Cityboard Media, Clear Channel Poland, Stroeer Out of Home Media, News Outdoor Poland, Gigaboard Polska, Mini Media/Publiprox, Business Consulting, CAM Media, Defi Poland BP Media, Warexpo, Wadowicz and Headz Marketing Partner. The report is prepared on the basis of the financials provided by member companies of IGRZ. The reports for the outdoor market (defined by IGRZ as ‘the out-of-home market’), include immovable, mobile and digital outdoor advertising. 
[9] Audience market data referred herein are based on Radio Track surveys, carried out by MillwardBrown SMG/KRC (all places, all days and all quarters):

- for Agora’s radio stations: in cities of broadcasting of Agora’a radio stations and in the age group of 15+, for 2009 (sample for January-December: 42,786), for 2010 (sample for January-December: 41,693);

- for TOK FM: in Warsaw and in the age group of 15+, for 2009 (sample for January-December: 5,282), for 2010 (sample for January-December: 5,073);

- for TOK FM: in cities of broadcasting and in the age group of 15 for 2009 (; sample for January-December: 31,363), for 2010 (sample for January-December: 30,976).

[10] As a result of an agreement between Axel Springer Polska Sp. z o.o., publisher of Dziennik Polska Europa Swiat, and INFOR PL S.A., publisher of Gazeta Prawna, the company INFOR Biznes Sp. z o.o. became the publisher of Dziennik Polska Europa Swiat. On September 14, 2009, from the blend of the two titles a new daily entitled Dziennik Gazeta Prawna appeared on the market. The title is published from Monday to Friday as the publisher decided not to publish the newspaper on Saturdays. 

[11] Since March 2009 the number of titles under Polska The Times brand was reduced. Due to the publisher’s decision 9 out of 18 titles were closed. The titles which were closed include: Polska Bialystok, Polska Gazeta Opolska, Polska Kielce, Polska Koszalin, Polska Kujawy, Polska Lubuskie, Polska Olsztyn, Polska Rzeszow and Polska Szczecin.

Average number of copies sold of Polskapresse titles associated under Polska The Times brand = a sum of all copies sold of the titles /number of days of publishing.

[12] Cinema market in Poland includes both: multiplexes (multi – screen cinemas) and traditional cinemas (usually cinemas with one or two screens).

[13] The data on cinema ticket sales in Polish cinemas are based on  Boxoffice.pl data prepared on the basis of the  reports submitted by distributors of film copies. The data does not reflect the full situation on the Polish cinema market and is  reported for periods, which do not cover a calendar month, quarter or year. The number of tickets sold in the given period is calculated from the first Friday of a given month, quarter or year until the first Thursday of the next reporting month, quarter or year.
[14] the data on ticket sales in the cinemas comprising Helios group come from the financial data of Helios reported according to the accounting standards and financial reports timetable. Due to the differences in the process of data preparation and presentation the numbers concerning cinema tickets sold in the cinemas of Helios group and in all Polish cinemas are not comparable.
V. ADDITIONAL INFORMATION

V.A. INFORMATION CONCERNING SIGNIFICANT CONTRACTS FOR THE ISSUER AND ITS GROUP
1. CHANGES IN THE AGREEMENT CONCERNING CREDIT LINE 
In the current report published on March 2, 2010 the Company informed that on March 2, 2010 Agora executed annex no. 10 (the “Annex 10”) to the loan agreement with the Bank Pekao S.A. executed on April 5, 2002. On the basis of the Annex 10 signed, the Company has the credit line in the amount of PLN 200 million, which may be used by May 31, 2011.

In the current report published on March 29, 2010 the Company informed that on March 29, 2010 in performance of the provisions of the Annex 10 dated March 29, 2010, Agora signed appropriate documents regarding prolongation of the period during which the bank can enforce the provided collateral for the credit line granted to the Company. 

In the current report published on September 16, 2010 the Company informed that on September 16, 2010 it was provided with the letter from the Bank Pekao S.A. ("Bank") that confirms meeting the conditions necessary for granting the loan instalment available to the Company based on the loan agreement ("Agreement") with the Bank, about which the Company informed in the current report no. 9/2002 dated April 5, 2002. Additionally, on September 16, 2010 the Company executed annex no. 11 ('Annex') to the Agreement. By means of Annex no. 11 the parties to the Agreement decreased the bank's commission in relation to the certain amount of the loan dedicated to refinancing the purchase of majority stake in the company Helios S.A.
2. AGREEMENT TO BUY 84% OF SHARES

In the current report published on August 31, 2010 the Company informed that as a result of the execution of the initial contract dated March 30, 2010 about which the Company informed in the current report No. 8/2010, it has signed on August 31, 2010 a definitive agreement (the "Agreement") to buy 84% of shares (entitling to 84% of votes at the general meeting of shareholders) of the company Helios S.A. with its registered seat in Lodz. The sellers of the shares were Nova Polonia Private Equity Fund, LLC, formed under the laws of the State of Delaware, with its registered seat at 1209 Orange Street, Wilmington, Delaware, USA and Nederlandse Financierings-Maatschappij voor Ontwikkelingslanden N.V., a joint stock company, formed under the Dutch law, with its registered seat at 71 Anna van Saksenlaan, 2593 HW, the Hague, Holland and their advisor was Krokus PE.


Moreover, on August 31, 2010, the Company has also signed an agreement to buy additional 0.44% of shares of Helios from a natural person being hitherto a minority shareholder of Helios.


As a result of signing the aforementioned agreements, the Company acquired in total 84.44% of shares of Helios, entitling Agora to 84.44% of votes at the general meeting of shareholders of Helios. The remaining 15.56% of shares of Helios belong to four natural persons, two of them being Management Board members of Helios. The total price paid for 84.44% of shares of Helios amounted to EUR 26,200,128.24. 


Furthermore, on August 31, 2010, the Company has signed agreements with the minority shareholders holding 12.36% of the shares of Helios which, inter alia, grant for those shares a conditional put option to the minority shareholders and a conditional call option to Agora. Additionally, the Company is obliged to vote at the general meeting of shareholders of Helios for the resolution to issue 2% (at issue price equal to the nominal value) of the total number of shares existing on the date of executing the Agreement, i.e. 200,264 shares addressed to top executive managers of Helios, who are not being at present Helios's shareholders. Agora's share in Helios after the share capital increase decreased to 82.78% from 84.44%.

V.B. CHANGES IN CAPITAL AFFILIATIONS OF THE ISSUER WITH OTHER ENTITIES AND CAPITAL INVESTMENTS OF THE ISSUER AND ITS GROUP AND THE SHAREHOLDERS STRUCTURE

1. THE CAPITAL STRUCTURE OF THE ISSUER AND subordinated entities

The list of companies comprising the Group:

Tab. 16
	
	
	% of shares held (effectively)

	
	
	As of 31 Dec

2010
	As of 31 Dec

2009

	
	Subsidiaries consolidated
	
	

	1
	 Agora Poligrafia Sp. z o.o., Tychy
	100.0%
	100.0%

	2
	 Art Marketing Syndicate SA (AMS), Warsaw 
	100.0%
	100.0%

	3
	 IM 40 Sp. z o.o., Warsaw (1)
	72.0%
	72.0%

	4
	 Grupa Radiowa Agory Sp. z o.o., Warsaw 
	100.0%
	100.0%

	5
	 Agencja Reklamowa Jowisz Sp. z o.o., Warsaw (1), (7) 
	-
	100.0%

	6
	 Adpol Sp. z o.o., Warsaw (2)
	100.0%
	100.0%

	7
	 Inforadio Sp. z o.o., Warsaw (1)
	66.1%
	66.1%

	8
	 Agora TC Sp. z o.o., Warsaw
	100.0%
	100.0%

	9
	 Radiowe Doradztwo Reklamowe Sp. z o.o., Warsaw (1)
	100.0%
	100.0%

	10
	 LLC Agora Ukraine, Kiev, Ukraine
	100.0%
	100.0%

	11
	Trader.com (Polska) Sp. z o.o., Warsaw
	100.0%
	100.0%

	12
	Agora Press Ltd., Kiev, Ukraine (3)
	-
	100.0%

	13
	AdTaily Sp. z o.o., Cracow 
	70.9%
	50.3%

	14
	Helios S.A., Lodz (4)
	82.78%
	

	15
	Kinoplex Sp. z o.o., Lodz (5)
	82.78%
	

	
	
	
	

	
	Jointly controlled entities accounted for the equity method
	
	

	16
	 A2 Multimedia Sp. z o.o., Warsaw
	50.0%
	50.0%

	17
	 Business Ad Network Sp. z o.o., Wroclaw (6)
	50.0%
	-

	
	
	
	

	
	 Companies excluded from consolidation and equity accounting
	
	

	18
	 Polskie Badania Internetu Sp. z o.o., Warsaw
	20.0%
	20.0%

	19
	 Projekt Inwestycyjny Sp. z o.o., Warsaw
	100.0%
	100.0%

	20
	 Polskie Badania Outdooru Sp. z o.o., Warsaw (2)
	41.0%
	41.0%


(1) indirectly through GRA Sp. z o.o. 

(2) indirectly through AMS SA 

(3) company merged with LLC Agora Ukraine on August 4, 2010
(4) company acquired on August 31, 2010
(5) indirectly through Helios S.A.
(6) acquisition on April 28, 2010
(7) company merged with GRA Sp. z o.o. on December 20, 2010

2. Changes in capital affiliations and organisation of the capital group
On January 5, 2010 the financing source for Inforadio Sp. z o.o. (“Inforadio”) has been changed. Both shareholders (Agora SA i POLITYKA Spoldzielnia Pracy („Polityka”)) assumed shares in increased capital share of Inforadio. The amounts due for share acquisition were extinguished by offsetting with outstanding shareholders’ debt. As a result, total amount due was repaid to shareholders. After the capital increase, the total Inforadio’s share capital amounts to PLN 15,480 thousand and now consists of 516 shares with nominal value PLN 30 thousand per share. As a result of an above transaction, Agora SA had 341 shares of total nominal value PLN 10,230 thousand (constituting 66.09% of the share capital) and Polityka had 175 shares of total nominal value PLN 5,250 thousand (constituting 33.91% of the share capital).Afterwards, on January 28, 2010 Agora SA sold all shares of Inforadio to Grupa Radiowa Agory SA (“GRA”). The sale transaction of Inforadio’s shares between Agora SA and GRA is in line with an operating efficiency improvement plan taken within Agora Group. As a result of restructuring conducted from 2004, the ownership structure within Agora Group was simplified finally: GRA - a subsidiary of Agora SA (a 100% share in share capital) - is a direct shareholder of all companies of radio business.

On March 5, 2010 the District Court for the city of Krakow, XI Commercial Division registered the increase of the share capital of AdTaily by 112 new shares with nominal value of PLN 50 per share (in total PLN 5.6 thousand). The Company covered the new shares with PLN 504 thousand contribution. The AdTaily’s share capital amounted to PLN 23,700 and consisted of 474 shares with nominal value PLN 50 per share. As a result of an above transaction Agora SA had 294 shares constituting 62.03% of the share capital and had right to 62.03% votes at shareholders’ meeting. 

On April 28, 2010 Agora SA , Money.pl Sp. z o.o. („Money.pl”) and Business Ad Network Sp. z o.o. („BAN”) signed an investment agreement on the basis of which Agora took 120 newly issued shares worth PLN 50 each (total value PLN 6 thousand) in BAN’s share capital. The agio above the nominal value of issued shares was recognized in other reserves. Newly issued shares were assumed for cash contribution of PLN 306 thousand. As a result of the transactions Agora has 50% share in total voting rights at the shareholders meeting and 50% of the company’s share capital. BAN is Internet advertising network offering advertising space on quality services, including business and finance services. Currently, the network encompasses the advertising space on services belonging to Money.pl Group and Agora SA: Wyborcza.pl, Wyborcza.biz, Gospodarka.Gazeta.pl and Komunikaty.pl.

On June 21, 2010 the District Court for the city of Cracow, XI Commercial Division registered the increase of the share capital of AdTaily by 145 new shares with nominal value of PLN 50 per share (in total PLN 7.25 thousand). The Company covered the new shares with PLN 652.5 thousand contribution. The agio above the nominal value of issued shares was recognized in other reserves. The AdTaily’s share capital amounted to PLN 30,950 and consisted of 619 shares with nominal value PLN 50 per share. As a result of the above transaction Agora SA had 439 shares constituting 70.92% of the share capital and had right to 70.92% votes at shareholders’ meeting.

On August 4, 2010 two Ukrainian companies from the Agora Group, LLC Agora Ukraine and Agora Press Ltd., merged by transfer of all assets and obligations of Agora Press Ltd. to LLC Agora Ukraine for the shares which Agora SA acquired in the increased share capital of LLC Agora Ukraine.

On August 31, 2010 the Company signed an agreement to purchase an 84.44% share in Helios S.A. (more in part V.A. point 2). 

On December 17, 2010 on the basis of shares sale agreements Grupa Radiowa Agory sp. z o.o. became the sole shareholder of the company Projekt Inwestycyjny Sp. z o. o. 
On December 20, 2010 two companies from the Agora Group, Grupa Radiowa Agory sp. z o.o. and Agencja Reklamowa Jowisz Sp. z o.o., merged by transfer of all assets and liabilities of Agencja Reklamowa Jowisz Sp. z o.o. to Grupa Radiowa Agory Sp. z o.o. (the incorporating company) neither with the increase of the share capital nor with the other changes in articles of association of the incorporating company.
On February 24, 2011 the District Court for the city of Cracow, XI Commercial Division, registered the increase of the share capital of AdTaily by 48 new shares with nominal value of PLN 50 per share (in total PLN 2.4 thousand). The Company covered the new shares with PLN 252 thousand contribution. The agio above the nominal value of issued shares was recognized in other reserves. The AdTaily’s share capital amounts to PLN 33,350 and now consists of 667 shares with nominal value PLN 50 per share. As a result of the above transaction Agora SA has 487 shares constituting 73.01% of the share capital and has right to 73.01% votes at shareholders’ meeting.
3. Participation in business organization, home and foreign 

Agora wants actively influence the environment it operates in, therefore it is a member and participant of organizations involving business specialists in fields important for Company’s activities. Company’s representatives participate in the activities, inter alia, of the following organizations:
- Polish:

- Confederation of Private Employers „Lewiatan”,

- Polish Association of Stock Exchange Issuers, 

- Press Publishers Chamber,
- National Circulation Audit Office (ZKDP),

- Polish Internet Survey,

- Internet Advertising Bureau Polska,
- IAA - International Advertising Association (Polish office)
- IGRZ – Outdoor Advertising Economic Chamber,

- ReproPol (Association),
-Polish Cinemas Association,

- Polish New Cinemas Association.
- Foreign:

· WAN – IFRA World Association of Newspapers and News Publishers,
· OPA Europe - Online Publishers Association,
· NAB – National Association of Broadcasters,
· INMA – International Newsmedia Marketing Association,
· EPC – European Publishers Council,

· FAEP – The European Federation of Magazine Publishers.

Moreover, the Company is active in social and charitable activities, inter alia, through Agora Foundation.  

4. major home and foreign capital investments

In 2010 carrying amounts of intangible assets of the Group (magazine titles, licenses and patents, other) increased by PLN 33.2 million, (cost increase up by PLN 46.3 million, amortisation and impairment losses for the period - increase up by PLN 13.2 million). Detailed information on intangible assets is included in note 3 to the consolidated financial statements. 
In 2010 capital investments (shares, contribution to capital, loans) made outside the capital group (including the companies excluded from consolidation) from Group’s own funds did not changed significantly. 
Detailed information includes note 5 to the consolidated financial statements. 

In 2010, the Company mainly invested its free cash outside its capital group in secure short-term securities. As at the end of 2010, this amount was equal to PLN 154.8 million.
5. Changes in the Shareholders' Structure of the company 

According to the formal notifications received from the Company’s shareholders, particularly on the basis of art. 69 of Act on Public Offer and the Conditions of Introducing Financial Instruments to the Organized Trading System and on Public Companies dated July 29, 2005, as of the day of publication of annual report for 2009 the following shareholders were entitled to exercise over 5% of voting rights at the General Meeting of Shareholders of the Company: 

Tab. 17
	 
	no. of shares
	% of share capital
	no. of votes
	% of voting rights

	Agora-Holding Sp. z o.o. 

(in accordance with the last notification obtained on January 11, 2010 )
	6,646,955
	13.05
	23,773,355
	34.93

	BZ WBK AIB Asset Management S.A., w tym: 

(in accordance with the last notification 
obtained on December 29, 2009)
	18,851,516
	37.01
	18,851,516
	27.70

	      BZ WBK AIB Towarzystwo Funduszy Inwestycyjnych S.A.
      (in accordance with the last notification
     obtained on December 29, 2009)
	12,749,373
	25.03
	12,749,373
	18.73

	     Arka BZ WBK FIO 
     (number of shares and votes based on
     last information received on May 30, 2008; the calculation of estimated shares in share
     capital and in voting rights at General
    Meeting includes the influence of Company’s
    capital share redemption).
	3,629,448
	7.13
	3,629,448
	5.33


Information received from BZ WBK AIB Asset Management S.A., BZ WBK AIB Towarzystwo Funduszy Inwestycyjnych S.A. and Arka BZ WBK Zrownowazony Fundusz Inwestycyjny Otwarty:
In the current report published on September 20, 2010 the Management Board announced that the Company obtained a notification from BZ WBK AIB Asset Management S.A. with its registered seat in Poznan (“BZ WBK”) about  decrease in the total voting rights at the General Meeting of Shareholders of Agora SA by over 2%. As a result of disposals of the Company's shares, on September 14, 2010 clients whose securities accounts are managed by BZ WBK, held 25.29% of the total voting rights at Agora’s General Meeting of Shareholders.

In the current report published on September 29, 2010 the Management Board announced that the Company obtained a notification from BZ WBK about a decrease in the total voting rights at the General Meeting of Shareholders of Agora SA to less than 25%. As a result of disposals of the Company's shares, on September 23, 2010 clients whose securities accounts are managed by BZ WBK, held 24.98% of the total voting rights at Agora’s General Meeting of Shareholders.

In the current report published on December 16, 2010 the Management Board announced that the Company obtained a notification from BZ WBK AIB Towarzystwo Funduszy Inwestycyjnych S.A., that due to the transformation of the following funds: Arka BZ WBK Akcji Funduszu Inwestycyjnego Otwartego, Arka BZ WBK Rozwoju Nowej Europy Funduszu Inwestycyjnego Otwartego, Arka BZ WBK Stabilnego Wzrostu Funduszu Inwestycyjnego Otwartego, Arka BZ WBK Zrównoważony Funduszu Inwestycyjnego Otwartego, Arka BZ WBK Energii Funduszu Inwestycyjnego Otwartego, Arka BZ WBK Obligacji Funduszu Inwestycyjnego Otwartego, Arka BZ WBK Ochrony Kapitału Funduszu Inwestycyjnego Otwartego into subfunds of Arka BZ WBK Fundusz Inwestycyjny Otwarty (the Fund) on November 26, 2010 and as of that day this Fund holds shares entitling the Fund to more than 5%, 10% and 15% of the total voting rights at the General Meeting of Shareholders of Agora SA. 


BZ WBK AIB Towarzystwo Funduszy Inwestycyjnych S.A. informed also that the Fund was established as of the day of the transformation and before that date it had no shares of Agora SA. As of November 26, 2010 the Fund holds in total 10,250,251 shares constituting 20.12% of Agora's share capital and entitling to 10,250,251 votes giving the right to 15.06% of the total number of votes at the General Meeting of Shareholders of Agora SA. As a result of transformation, the shares held previously by the above mentioned funds increased the assets of the Fund as of the day of transformation. 

In the current report published on February 14, 2011 the Management Board announced that the Company obtained a notification from Arka BZ WBK Fundusz Inwestycyjny Otwarty about  decrease in the total voting rights at the General Meeting of Shareholders of Agora SA. As a result of disposals of Agora's shares on February 8, 2011 the Fund held 10,118,356 shares of Agora SA constituting 19.86% of Agora's share capital and and entitling to 10,118,356 votes giving the right to 14.87% of the total number of votes at the General Meeting of Shareholders of Agora SA. 

In the current report published on February 22, 2011 the Management Board announced that the Company obtained a notification from BZ WBK AIB Asset Management S.A. (BZ WBK) about decrease in the total voting rights at the General Meeting of Shareholders of Agora SA. As a result of disposals of Agora's shares on February 16, 2011 clients, whose securities accounts are managed by BZ WBK held 15,632,682 shares of Agora SA constituting 30.69% of Agora's share capital and entitling to 15,632,682 votes giving the right to 22.97% of the total number of votes at the General Meeting of Shareholders of Agora SA.
Information received from Agora Holding Sp. z o.o.

In the current report published on January 11, 2010 the Management Board of Agora SA, with reference to the current report no. 71/2005 dated September 16, 2005 about incentive program, announced that on January 11, 2010, they received a notification from Agora-Holding Sp. z o.o. about the transfer of 595,435 ordinary shares of Agora SA, in the fulfilment of the terms of donation contract, for the benefit of Partycypacyjny Fundusz Inwestycyjny Zamkniety managed by Skarbiec Towarzystwo Funduszy Inwestycyjnych SA. As a result of the disposal of shares described above, Agora -Holding's stake in the number of total voting rights at the General Meeting of Shareholders of Agora SA decreased by 0.875% to 34.93%.

In the current report published on December 23, 2010 the Management Board announced that the Company obtained a notification from Agora-Holding sp. z o.o. with its registered seat in Warsaw about  decrease in the total voting rights at the General Meeting of Shareholders of Agora SA by 1pp. Agora-Holding informed the Company that it transferred 684,777 shares of Agora SA in the fulfilment of the terms of donation contract for the benefit of Partycypacyjny Fundusz Inwestycyjny Zamknięty with its registered seat in Warsaw managed by Skarbiec Towarzystwo Funduszy Inwestycyjnych SA with its registered seat in Warsaw. The Fund was created for the execution of incentive program in Agora SA and its subsidiaries. As a result of the disposal of shares Agora-Holding held 34.03% of the total voting rights at Agora's General Meeting of Shareholders.
According to the formal notifications received from the Company’s shareholders, particularly on the basis of art. 69 of Act on Public Offer and the Conditions of Introducing Financial Instruments to the Organized Trading System and on Public Companies dated July 29, 2005, as of the day of publication of this annual report the following shareholders were entitled to exercise over 5% of voting rights at the General Meeting of Shareholders of the Company: 

Tab. 18
	 
	no. of shares
	% of share capital
	no. of votes
	% of voting rights

	Agora-Holding Sp. z o.o. 

(in accordance with the last notification 
obtained on December 23, 2010 )
	6,032,025
	11.84
	23,158,425
	34.03

	BZ WBK AIB Asset Management S.A. w tym: 

(in accordance with the last notification 
obtained on February 22, 2011)
	15,632,682
	30.69
	15,632,682
	22.97

	     BZ WBK AIB Towarzystwo Funduszy 
     Inwestycyjnych S.A.
     (in accordance with the last notification
     obtained on December 29, 2009)
	12,749,373
	25.03
	12,749,373
	18.73

	      Arka BZ WBK FIO
      (in accordance with the last notification
     obtained on February 14, 2011)
	10,118,356
	19.86
	10,118,356
	14.87


To the knowledge of Agora’s Management Board  there are no agreements which could result in future changes in the stakes held by its present shareholders, except for  share distribution agreements signed between Agora SA and Agora Holding Sp. z o.o. concerning execution of participation plans in connection with the incentive plans carried out by Agora about which the Management Board informed on  December 18, 2000 and two annexes to one of the above-mentioned agreements, whose main stipulations were announced in current reports of  April 14, 2003 and  July 9, 2003.

V.C. OTHER SUPPLEMENTARY INFORMATION

1. transactions with related parties

  Following types of transactions are witnessed within the Agora Group:

· advertising and printing services,

· rent of machinery, office and other fixed assets,

· providing various services: legal, financial, administration, trade, sharing market research results, outsourcing,

· grant and repayment of loans and interest revenues and costs,
· dividend distribution.

All transactions within the Agora Group are carried out on arm’s length basis and are within the normal business activities of companies. Detailed information on transactions with related parties is disclosed in note 39 to the consolidated financial statements.

2. Agreements between the Company and Management Board’s members on compensation in case of resignation or dismissal 
The Management Board members' employment contracts which are currently in force state that during the period ending of 18 months from: 

(1) the day, when the right of the shareholders holding preferred series A shares to exclusively nominate candidates to the Management Board, is removed from the Company's Statute or 

(2) the day on which one entity or group of entities acting in concert exceeds the 50% threshold of the total number of votes at the General Meeting of Shareholders, should any of these contracts be terminated by the Company, the Management Board member will receive  a compensation payment in the total amount consisting of: the sum of a special compensation payment (six months remuneration) and the amount of remuneration for the notice period (for six months) which sum will be equal to the monthly remuneration of the given Management Board member multiplied by twelve. The redundancy payment mentioned above is not available in case when the employment contract is dissolved as a result of art. 52 § 1 Labour Code.
3. Remuneration, bonuses and benefits OF THE issuer’s MANAGEMENT BOARD AND SUPERVISORY BOARD members and MANAGEMENT BOARD AND SUPERVISORY BOARD members of its subsidiaries
The remuneration of the Management Board and the Supervisory Board of Agora SA is presented in the table below.

Tab. 19
	in PLN million
	  2010 
	
	 2009 

	 The Management Board
	
	
	

	     Piotr Niemczycki 
	0.60 
	
	0.67 

	     Zbigniew Bak 
	0.53 
	
	0.77 

	     Tomasz Jozefacki 
	0.48 
	
	0.50 

	     Grzegorz Kossakowski 
	0.48 
	
	0.52 

	
	2.09 
	
	2.46 

	 The Supervisory Board 
	
	
	

	     Wanda Rapaczynski (1)
	0.07 
	
	0.04 

	     Andrzej Szlezak 
	0.11 
	
	0.11 

	     Sanford Schwartz (2) 
	- 
	
	0.03 

	     Tomasz Sielicki 
	0.07 
	
	0.07 

	     Slawomir Sikora 
	0.07 
	
	0.07 

	     Richard Bruce Rabb (3) 
	- 
	
	0.00 

	     Marcin Hejka (4)
	0.07 
	
	0.07 

	
	0.39 
	
	0.39 


(1) Member of the Supervisory Board from June 23, 2009,

(2) Member of the Supervisory Board till June 23, 2009, 

(3) Member of the Supervisory Board till January 22, 2009,

(4) Member of the Supervisory Board from January 22, 2009.

The Management Board and Supervisory Board Members of Agora SA did not receive any remuneration for serving as board members in subsidiaries, joint-ventures and the equity accounted companies.

Moreover, in 2010 remuneration of Management and Supervisory Board Members in subsidiaries amounted to PLN 3.06 million (2009: PLN 3.04 million). 

In the Agora Group are introduced incentive programs based on Agora’s shares and certificates. Information on shares and certificates granted to the Management Board and Supervisory Board Members is presented in note 26 to the consolidated financial statement.

In 2010 the Management and Supervisory Board Members of subsidiaries (other than Management Board Members of Agora SA) received 42,696 K certificates (2009: 38,957 I certificates) and the total cost of K and I certificates, which affected Group’s consolidated financial result for 2010 was equal to PLN 680 thousand (2009: I and G certificates: PLN 535 thousand).

To the best of the Company’s knowledge, the management and supervisory board members of the companies comprising Agora Group have not been entitled to remuneration, monetary awards and benefits, other than described above, paid out, due or potentially due.
4. The shares in Agora SA and its related parties owned by members of the management Board 
Neither the Management Board Members of subsidiaries nor the Management Board of Agora SA owned any shares in related companies with the Company or any shares in Agora SA, except for described below.
4.1. Shares in Agora SA

Tab. 20
	
	as of  December 31, 2010
	Nominal value (PLN)

	Piotr Niemczycki
	1,548,373
	1,548,373

	Zbigniew Bak
	68,006
	68,006

	Tomasz Jozefacki
	0
	0

	Grzegorz Kossakowski
	44,451
	44,451


The number of bearer shares of Agora SA is known only for these management and supervisory board members in Company’s subsidiaries, who are as well the Management Board Members of Agora SA. This information is presented in table 20.
4.2. Shares in Agora Holding Sp. z o.o.

Tab. 21
	
	as of  December 31, 2010
(number of shares)
	Nominal value (PLN)

	Piotr Niemczycki 
	1
	10,427.84

	Zbigniew Bak 
	1
	10,427.84


The stake held by each of the Management Board members constitutes 16.67% of the share capital and entitles them to exercise 16.67% of voting rights at the General Meeting of Agora Holding Sp. z o.o.
4.3 Shares in related parties
The number of shares owned by the Management Board Members of Agora’s subsidiaries as at December 31, 2010 is shown in the table below:

Tab. 22
	
	As at December 31, 2010

(no. of shares)
	Nominal value (PLN)
	% of shares=% of votes at General Meeting

	Management Board Members of Helios S.A.
	
	

	Tomasz Jagiello
	809,000
	80,900.00
	7.921%

	Marek Palpuchowski
	384,600
	38,460.00
	3.766%

	Katarzyna Borkowska
	68,264
	6,826.40
	0.668%

	Jan Tadeusz Bogdan
	44,000
	4,400.00
	0.431%

	Grzegorz Komorowski
	44,000
	4,400.00
	0.431%

	Management Board Members of AdTaily Sp. z o.o.
	
	

	Marcin Ekiert
	90
	4,500
	14.54%

	Jakub Krzych
	90
	4,500
	14.54%


5. The shares in Agora SA and its related parties owned by members of the Supervisory Board 

Neither the Supervisory Board Members of subsidiaries with Agora SA nor the Supervisory Board of Agora SA owned any shares in related companies with the Company or any shares in Agora SA, except for described in point 5.2. The shares in Agora SA are described below.

5.1. Shares in Agora SA

Tab. 23
	
	as of  December 31, 2010
	Nominal value (PLN)

	Slawomir S. Sikora
	0
	0

	Tomasz Sielicki
	33
	33

	Andrzej Szlezak
	0
	0

	Marcin Hejka
	0
	0

	Wanda Rapaczynski 
	924,616
	924,616


The members of the Supervisory Board did not have any rights to shares (options).
5.2. Shares in Agora Holding Sp. z o.o.

Tab. 24
	
	as of  December 31, 2010
(number of shares)
	Nominal value (PLN)

	Wanda Rapaczynski 
	1
	10,427.84


The stake held by a member of the Supervisory Board constitutes 16.67% of the share capital and entitles her to exercise 16.67% of voting rights at the General Meeting of Agora Holding Sp. z o.o.

6. Changes in basic management rules in the enterprice by the issuer and its capital group

In 2010 no changes were made in basic management rules in the enterprise of the Issuer and its capital group.


7. Information on credit and loan agreements taken/terminated, guarantees received by Agora SA or its subsidiaries.

In 2010 no credit or loan agreements were terminated for the Company or its subsidiaries and also nor the Company or its subsidiaries terminated any credit or loan agreements.

a) Agora SA

As at December 31, 2010, Agora SA had a credit line, described below (according to Annex 10):

Tab. 25
	
	Creditor
	Amount of the credit line
	Currency
	Interest rate (%)
	Agreement date
	Termination (or payment)date

	
	Bank Polska Kasa Opieki S.A.
	PLN 339.5 

million
	PLN
	WIBOR 1M or 3M + bank margin
	5 Apr 02
	Bank Loan A from
 31 Mar 2009
or Bank Loan B from 
30 Jun 2012 


Up to December 31, 2010, the Company used PLN 139.5 million of its credit line (Bank Loan A). The four quarterly instalments were paid up. Bank Loan B is an open credit line up to PLN 200 million. The line was partly used on October 5, 2010 to refinance the share purchase of Helios S.A. (PLN 104.9 million).
Agora Poligrafia Sp. z o.o. is a guarantee of this credit (a subsidiary of Agora SA).

b) subsidiaries

Inforadio Sp. z o.o.

In January, 2010 the financing source for Inforadio Sp. z o.o. has been changed. Both shareholders (Agora SA and POLITYKA Spoldzielnia Pracy assumed shares in increased capital share of Inforadio. The amounts due for share acquisition were extinguished by offsetting with outstanding shareholders’ debt. As a result, total amount due was repaid to shareholders.
AMS S.A.

As at December 31,2010, AMS S.A. had a credit in its current bank account, on the basis of the debt limit agreement with Raiffeisen Bank Polska S.A., which was not used.
Helios S.A.

Tab. 26
	Creditor
	Amount of the credit line 
(in PLN thousand)
	Currency
	Interest rate (%)
	Agreement date
	Termination (or payment)date

	HSBC Bank POLSKA S.A.
	3,000.0
	PLN
	WIBOR 1M + bank margin
	08-Sep-09
	07-Sep-12

	Kredyt BANK S.A.
	9,040.0
	PLN
	WIBOR 1M + bank margin
	06-Jul-07
	30-Nov-13

	Kredyt BANK S.A.
	11,500.0
	PLN
	WIBOR 1M + bank margin
	06-Jul-07
	30-Nov-13

	Kredyt BANK S.A.
	2,000.0
	PLN
	WIBOR 1M + bank margin
	09-Sep-08
	31-Aug-14

	Kredyt BANK S.A.
	16,406.9
	PLN
	WIBOR 1M + bank margin
	05-Oct-10
	31-Aug-15

	Kredyt BANK S.A.
	6,400.0
	PLN
	WIBOR O/N + bank margin
	29-Nov-06
	25-Nov-11

	Tomasz Jagiello
	400.0
	PLN
	WIBOR 1M + 1.5%
	14-Oct-02
	31-Dec-13

	Tomasz Jagiello
	222.3
	PLN
	WIBOR 1M + 1.5%
	20-May-04
	31-Dec-13

	Marek Palpuchowski
	600.0
	PLN
	WIBOR 1M + 1.5%
	14-Oct-02
	31-Dec-13

	Marek Palpuchowski
	70.1
	PLN
	WIBOR 1M + 1.5%
	20-May-04
	31-Dec-13

	Katarzyna Borkowska
	80.0
	PLN
	WIBOR 1M + 1.5%
	26-Apr-05
	31-Dec-11


Tab. 27
Kinoplex Sp. z o.o.

	Creditor
	Amount of the credit line 
(in PLN thousand)
	Currency
	Interest rate (%)
	Agreement date
	Termination (or payment)date

	Raiffeisen Bank Polska S.A.
	30,000.0
	PLN
	WIBOR 1M + bank margin
	18-Oct-02
	31-Dec-20

	Raiffeisen Bank Polska S.A.
	1,500.0
	PLN
	WIBOR 1M + bank margin
	18-Oct-02
	31-Dec-20

	Raiffeisen Bank Polska S.A.
	10,000.0
	PLN
	WIBOR 1M + bank margin
	28-Apr-03
	31-Dec-20


More detailed information on the subjects above is presented in note 13 to the consolidated financial statements.

As of December 31, 2010, the Company was also a beneficiary of two warranties totalling PLN 680 thousand from the major contractor of Agora’s headquarters.

8. Information on loans granted in 2010, guarantees and other off-balance sheet items

Agora SA guaranteed PLN 911 thousand to the Bank Polska Kasa Opieki S.A. in connection with its employees’ loans on equipment purchased by them. As as balance sheet date, the outstanding amount of bills of exchange issued by AMS SA amounted to PLN 26,146 thousand. Additionally, Helios S.A. and Kinoplex Sp. z o.o. issued bills of exchange as collaterals of bank loans and finance lease and guarantees of rental agreements.
Information on long-term and short-term loans granted in 2010 by Agora SA and its subsidiaries are presented in the table below (according to the agreements which were in force as at December 31, 2010).

Tab. 28
	No.
	Company’s name
	Loan amount 
(in thousand)
	Currency
	Interest rate
	Date of the agreement
	Termination (or payment)date 

	Loans granted by Agora SA in 2010

	1
	LLC Agora Ukraine
	60
	EUR
	6
	1 Oct 09
	9 Oct 14

	2
	LLC Agora Ukraine
	15
	EUR
	6
	1 Oct 09
	9 Oct 14

	3
	LLC Agora Ukraine
	15
	EUR
	6
	1 Oct 09
	9 Oct 14

	4
	LLC Agora Ukraine
	60
	EUR
	6
	1 Oct 09
	9 Oct 14

	5
	LLC Agora Ukraine
	25
	EUR
	6
	1 Oct 09
	9 Oct 14

	6
	AMS S.A.
	75,000
	PLN
	5
	23-Jun- 09
	repaid 
26-Jun-10

	7
	AMS S.A.
	50,000
	PLN
	5
	22-Jul-10
	in accordance to the agreement

	Loans granted by Kinoplex Sp. z o.o. in 2010 

	1
	Helios S.A.
	1,000
	PLN
	WIBOR 1M +2%
	23-Sep-10
	31-Dec-11

	2
	Helios S.A.
	1,000
	PLN
	WIBOR 1M +2%
	30-Sep-10
	31-Dec-11

	3
	Helios S.A.
	1,000
	PLN
	WIBOR 1M +2%
	29-Dec-10
	31-Dec-11


Information on loans granted by Agora SA to subsidiaries is presented in the table below (together with interest accrued).

Tab. 29
	Company

in PLN thousand
	face value of loans granted as at

31 Dec 2010
	due to

31 Dec 
2011
	due to

31 Dec 2012
	due to

31 Dec
 2013
	due after

31 Dec 
2014

	TOTAL TO ALL COMPANIES  
	95,854
	53,188
	3,160
	4,714
	34,792

	Total to subsidiaries, including:
	95,854
	53,188
	3,160
	4,714
	34,792

	RDR Sp. z o.o.
	3,657
	0
	0
	0
	3,657

	GRA z o.o.
	21,955
	2,000
	3,000
	3,000
	13,955

	LLC Agora Ukraine 
	12,545
	0
	160
	1,714
	10,671

	Trader.com (Polska) Sp. z o.o.
	6,509
	0
	0
	0
	6,509

	AMS S.A.
	51,188
	51,188
	0
	0
	0


9. The system of control of employee share schemes
Currently, Agora Group’s share incentive schemes are based on Agora's shares. Until 2004 eligible employees could buy Agora's shares; since 2005 in the Company and in the Agora Group alterations to incentive programs have been introduced due to which eligible employees can purchase investment certificates in Participatory Closed Mutual Fund (PCMF), managed by Skarbiec Towarzystwo Funduszy Inwestycyjnych SA. The Company informed about the aforementioned changes in incentive schemes in the current report no 71/2005 dated 16 September 2005.

Agora Holding Sp. z o.o., the most significant shareholder of Agora SA, can allocate shares for the purpose of incentive plans in Agora Group. The Management Board of the company interested in incentive program may recommend to Agora Holding Sp. z o.o. the list of employees and the number of shares to be transferred for the purpose of motivation plans. All final decisions regarding the incentive plans in Agora (number of participants, grant of shares/certificates and sale conditions) are made by Agora Holding Sp. z o.o.

10. Information about the selection and agreements signed with an auditor entitled to audit financial reports

On September 25, 2008, the Supervisory Board of Agora SA selected KPMG Audyt Sp. z o.o. as an auditor entitled to audit financial reports of the Company for years 2008, 2009 and 2010. The agreements related to audit and review of financial statements are signed for the period of one year and concern only one financial year. 

Information about the agreements and the values from those agreements is disclosed below (net amounts): 

Tab. 30
	In PLN thousand
	Financial year ended

31 December 2010
	Financial year ended

31 December 2009

	Remuneration for audit (1)
	250.0
	230.0

	Other certifying services, including remuneration for review (1)
	
157.0
	
145.0

	Remuneration for tax services 
	120.0
	100.0

	Other services (2)
	72.0
	107.5


(1) Remuneration for audit includes the amounts paid and due to KPMG Audyt Sp. z o.o. for professional services related to audit and review of unconsolidated and consolidated financial statements of the Company for a particular year (agreement of July 15, 2010 for 2010 and of July 15, 2009 for 2009). 
(2)
Remuneration for other services includes other amounts paid and due to KPMG Audyt Sp. z o.o. These services relate to other services connected with audit and review of financial statements not mentioned in points above. 
11. Information about financial instruments

Information about financial statements in respect of:

· risk: price risk, credit risk, material disruptions to cash flow and risk of liquidity problems and

· objectives and methods of financial risk management

is disclosed in notes 33 and 34 to the consolidated financial statements.

12. The description of basic hazards and risk 

· Macroeconomic risk
Advertising revenues strictly depend on the general economic situation in Poland. They are marked by considerable decrease in time of the economic slowdown, while in the periods of economic upswing the advertising revenues have tendency to increase. According to the Company’s estimations in 2010, advertisers increased their expenditures by 4.5% yoy. Current estimations of macroeconomic indices show improvement in Polish economy in 2011. If these estimates prove to be true the value of advertising expenditure in Poland in 2011 shall increase by 6% - 7%. However, it should be noted that the value of advertising revenues depends on both the ad volume and prices of media purchase which makes it difficult to estimate the ad expenditure in particular segments of ad market. Additionally, even with the growth of total advertising expenditure some segments of the advertising market, especially press, may still experience further decrease.
· Seasonality of advertising spending
The Group sales revenues are marked by seasonal variation. The Group’s revenues in the first and third quarter are usually lower than in the second and fourth quarter of a given financial year. 
Cinema revenues are subject to seasonality – revenues earned in the second and third quarters are usually lower than in the first and fourth quarters.

· Advertising market structure and the position of individual media in readership, TV and radio audience market
The Group’s advertising revenues are generated by the following media: dailies, outdoor advertising, radio stations, magazines and internet and cinemas. Our media compete both with their business competitors and with television broadcasters - constituting half of the advertising market. There is a risk that the share of particular media in the advertising market will change and that will have an influence on the Group’s position and its revenue.  

In addition, advertising revenues depend on the readership figures and shares in radio and television audience. Media market changes dynamically – some sectors can take advantage of the current changes while other can lose its position on the market. There is no certainty that the Group’s position in the particular media sectors will remain unchanged.  

· Press distribution
The main channel of press distribution, used by every press publisher in Poland, is networks of kiosks situated in places of intense traffic. Distribution market in Poland is highly concentrated – two main distributors control over 80% of press distribution market. Therefore, significant financial or operational problems of either of them may have a negative impact on copy sales and the results of the Group.

· Press
Presently paid press experiences a worldwide trend of copy sales decrease. Press titles, published by the Group as well as by its competitors, are not resistant to the changes taking place on the press market. The process of classifieds migration from press to Internet is taking its place. The dynamics of the above mentioned processes may have a negative impact on dailies copy sales and the revenues of the Group.

The Group is also a publisher of a free daily Metro.We cannot predict how the global changes occurring on the press market will influence the position of the free press and the revenues and consequently– on the results of the whole Group.
· Internet
Polish Internet advertising market is highly competitive. Number of internet users in Poland increases steadily which attracts new advertisers to this medium. The level of Internet ad expenditure is also characterized by seasonality. The first and the third quarters of the financial year are usually characterized by lower revenues and the fourth quarter is marked by higher revenues.

Internet business is highly dependent on technology progress and number of Internet users and maintaining a strong position on that market is possible by means of investment in modern and innovative technology. There is no guarantee, that on such a competitive market, the Group’s position and ad revenues will be unchanged.

In addition, the way of implementation of the audiovisual media services directive, especially changes in the Broadcasting Act, as well as other possible changes in Polish legal system, may have an influence on the Polish Internet market and the Group’s results form this field of operation.
· Outdoor 
Outdoor advertising market in Poland is highly competitive. AMS S.A. competes with Polish companies as well as big international concerns. This segment of advertising expenditure is also characterized by seasonality. The highest revenues in this segment are usually noted in the second and fourth quarter. Outdoor advertising market is of high legal risk due to the possible changes in the rules regarding the use of public space and introduction of new limitations in the centres of large urban areas, as well as rules on fees and tax rates related to this business activity. The factors mentioned above may have a negative impact on the Group’s result.

· Risks of running licensed business 
The Group comprises local radio stations broadcasting under the brands Złote Przeboje and Roxy FM and superregional radio TOK FM. Radio broadcasting in Poland is licensed. The license entries determine the scope and form of business during the time for which the license is granted.

There is a risk that demand, from listeners, for a certain radio format will decrease, while the Group will not be able to adjust to the market requirements due to the obligation to respect program entries stated in the license.

· Radio stations
Polish radio ad market is highly competitive. Agora’s radio stations compete with other radio broadcasters, with national and regional reach, as well as other media – TV, press, internet and outdoor advertising. There is no certainty that the Group’s current position in the radio ad market will be unchanged. Competing for ad revenue, radio stations (also belonging to different media concerns), create joint advertising offers. The popularity of these offers may significantly influence on the shares of particular radio broadcasters in radio ad market.  

· Special Projects
The Special Project Department mainly publishes book collections and books with attached CDs & DVDs. There are immense differences in collections’ revenue generating and profit - making abilities, which causes significant variation in revenue and profit level generated by Group’s Special Project Department in subsequent reporting periods. Each collection is a separate project and it cannot be assumed that present revenue and profit level will remain constant in future.

The result for each period may depend on the launched collections at that time and how many readers they attract.

· Cinema
Helios group intends to open new cinemas as a rule in shopping centres. Therefore, further development of the cinema network is dependent upon the construction of new shopping galleries in Poland and ability to compete for new space lease contracts. The pace of polish infrastructure development and the situation on the Polish Real estate market (i.e. cost of space rent) may influence the results of cinema operators. 
Additionally, the repertoire and number of movies screened in 3D technology affect results of Helios. 

Moreover, the cinema operators compete with other technologies of film screening, inter alia, cable networks, Internet, home cinema systems or DVD, which may decrease popularity of cinema going.  
· Impairment tests
In line with the International Financial Reporting Standards, the Group runs impairment tests. In the past, some of the tests resulted in impairment loss which was reflected in the income statement (unconsolidated or consolidated). There is no certainty that the tests run in the future will give positive effects. 

· Currency risk
The Group’s revenues are expressed in Polish zlotys. Part of the operating cost, connected mainly with the printing services, licences, purchase of production materials, mainly newsprint, and gadgets inserted in magazines, as well as rental cost in cinemas, is related to the currency exchange rates. The volatility of currency exchange rates may have influence the level of Group’s operating cost and its financial results.

· Risk of losing key employees

The Group’s success is dependent on the involvement and qualifications of its key employees who contributed immensely to Group’s development and effective optimization of the Group’s operating processes. Due to the market competition for highly qualified specialists there is no guarantee the Group will be able to preserve all valuable employees.
13. factors and unusual events which had influence on the results of businness activities for 2010 with the estimation of their influence

The acquisition of shares of Helios S.A has had the influence on consolidated financial statements in 2010 (consolidated from September 2010). 
Moreover, further limitation of ad expenditure in press, which affected dailies and magazines. It has had a negative impact on the Group’s results as 64.1% of the Group’s total revenues came from advertising. A negative factor influencing the Group’s revenues has been also the worldwide trend of declining copy sales which affected also Gazeta Wyborcza and magazines published by the Company. 

14. Divisions of the COmpany and of its subsidiaries
Agora SA has 19 divisions and the major headquarter in Warsaw. Other companies from the Group do not have divisions.
15. The Management Board’s statement of the realization of forecasts 

The Management Board did not publish any forecasts of the Company’s financial results and because of that this report does not present any Management Board’s statement of the realization of them, as well as any differences between actual and forecasted financial results.

16. Issuing of securities 

In 2010 the Company did not issue any securities.

17. Other Information 

· Admitting shares for trading

On February 12, 2010, 595,435 shares of Agora SA were admitted for trading on the main market of Warsaw Stock Exchange. The shares were owned by Participatory Closed Mutual Fund managed by Skarbiec Towarzystwo Funduszy Inwestycyjnych SA.

On July 6, 2010, 163,283 shares of Agora SA were admitted for trading on the main market of the Warsaw Stock Exchange. The shares had been purchased by employees pursuant to stock participation programs.

On February 18, 2011, 684,777 shares of Agora SA were admitted for trading on the main market of the Warsaw Stock Exchange. The shares were acquired by Participatory Closed Mutual Fund with its registered seat in Warsaw.

· Delisting of Global Depositary Receipts („GDRs”)
In reference to the current report no 55/2009 dated October 20, 2009, on January 20, 2010 the Management Board informed that due to the termination of the Company’s GDR program as of January 19, 2010 in connection with the termination of the GDR deposit agreement with Deutsche Bank Trust Company Americas the Company’s GDRs were removed from the list of securities admitted to trading at the London Stock Exchange as of January 20, 2010.

· Selection of a certified auditor to audit Company's financial statements for the next turnover years
In the current report published on April 11, 2011, the Company informed that, based on the Supervisory Board resolution adopted on April 11, 2011 KPMG Audyt Spolka z ograniczona odpowiedzialnoscia spolka komandytowa was chosen as a certified auditor to audit Company's financial statements for turnover years 2011, 2012 and 2013.  
VI. REPORT AND DECLARATION RELATING TO AGORA SA COMPLIANCE WITH THE CORPORATE GOVERANCE RULES IN 2010  
Agora SA complies with the corporate governance rules as described in the attachment to the resolution No. 12/1170/2007 of the Supervisory Board of the Warsaw Stock Exchange dated July 4, 2007 entitled Code of Best Practice for WSE Listed Companies amended by the resolution no. 17/1249/2010 dated May 19, 2010. These rules are disclosed on the web site http://www.corp-gov.gpw.pl/ .

Agora SA understands the importance of the corporate governance rules and their role in strengthening the transparency of public companies therefore it pays a lot of attention to their implementation in every day operations. The Company’s efforts to become fully transparent are visible in its adherence to the Code of Best Practice since 2002. 

The Company discloses current and periodical reports, which are subsequently published on the corporate website. On the Company's corporate website one can also find a list of the most important events, presentations of Company's financial results, conference call recordings concerning the aforementioned results and also information on current events in the Company.

The Company prepares quarterly presentations of its financial results, which are then discussed with analysts and investors during conference calls or meetings. Such discussions enable everyone interested full access to information about the Company and are a great occasion to meet with the members of the Management Board of the Company.

Meeting the expectations of the capital market, in 2004, Agora introduced the rule on restricted external communication with the capital market participants before publication of financial results. According to the aforementioned rule, two weeks before publication of quarterly results, the representatives of the Company do not conduct any talks and do not participate in any meetings with analysts and investors. The purpose of this rule is to increase transparency and to ensure equal access to the information on the Company before the publication of financial results.
1. Listing of the corporate governance rules that were not observed by the issuer including the circumstances and reasons for their rejection as well as the remedy for its possible effects and the way the Company is to eliminate risk of not applying the rule or measures and the steps the company is to take in order to reduce risk of not applying the rule in the future. 

The Company complied with all the rules listed in the Code of Best Practice for WSE Listed Companies.
As far as recommendation regarding remuneration policy is concerned the rules regarding remuneration of Agora’s employees are based on internal regulations. This rule does not apply to the members of the Supervisory Board and Management Board. The remuneration of the Management Board members is set by the Human Resources and Remuneration Committee – an advisory body within Supervisory Board. Supervisory Board sets objectives and bonus criteria for individual Management Board members in a given year or for a three – year - period.

Elligible employees of the Group participate in the Three – Year – Long Incentive Plan (2010 – 2012) for the members of the Management Board and top managers based on achieving operating EBITDA objective and the degree of the Company’s share price increase. The rules, objectives and conditions of settlement the Three – Year – Long Incentive Plan were set in case of the members of the Management Board by the Supervisory Board and in case of top managers by the Management Board by means of resolution. The detailed description of the Three – Year – Long Incentive Plan can be found in note 26.C to the condensed annual consolidated financial statements for 2010.

Additionally, the members of the Management Board participate also in a motivation plan based on Company’s shares. The Company informed about the plan in current report no. 71/2005 dated September 26, 2005. The description of this motivation plan can be found in note 26.A to the condensed annual consolidated financial statements for 2010. 

The remuneration and other benefits due to the Management and Supervisory Board members are reported in the Annual Financial Statements.

The remuneration of the Supervisory Board is set by the General Meeting of Shareholders of Agora SA.

As far as recommendation for balanced participation of men and women in the governing bodies of the companies is concerned, the Management Board of Agora SA wishes to stress that the main criteria for selection of proper candidates for all positions in the Group include knowledge, experience and abilities necessary to perform given function. The Management Board believes that using that criteria for recruiting all employees in the Group, including Management and Supervisory Board members, ensures efficient operation and overcoming new business challenges.

Below one can find the way the Company observed the aforementioned rules of corporate governance.
2. Description of the General Meeting of Shareholders and its fundamental authorizations as well as the rights of shareholders and their execution. 

The General Meeting of Shareholders of Agora SA acts in compliance with the Commercial Companies Code and the Statutes of Agora SA. The Statutes of the Company stipulates adoption by the General Meeting of Shareholders regulations defining its functioning (§ 16 of the Statutes). Adopting, amending or rejecting the regulations requires three quarters of votes cast. Such regulations were adopted and can be found at the following URL address: http://www.agora.pl/agora_eng/1,67052,1659254.html. The General Meeting of Shareholders is convened in compliance with the Commercial Companies Code.

Unless the provisions of the Commercial Companies Code and the Company's Statutes provide otherwise, the resolutions of the General Meeting of Shareholders are adopted by an absolute majority of votes cast. According to the § 15 of the Statutes, resolutions concerning merger of the Company with another entity, other forms of consolidation and division of the Company that are or will be permitted by law are adopted by the absolute majority of three quarters of votes cast. The same rule applies to settlements concerning the remuneration of the Supervisory Board members, including individual remuneration of those members who were elected to a continuous supervisory. The absolute majority of three quarters of votes cast in the presence of shareholders representing at least 50 % of the Company's share capital, is required for resolutions concerning removal of matters from the agenda of the General Meeting of Shareholders. When the aforementioned motion for removal is submitted by the Management Board of the Company an absolute majority of votes cast shall be required to adopt such a resolution. Purchase and sale of property, perpetuity or share in property shall not require a resolution of the General Meeting of Shareholders.

In accordance with § 15 item 4 of the Company's Statutes, removal of any matters from the agenda of the General Meeting of Shareholders on request placed on the basis of Article 400 or 401 of the Commercial Companies Code by a shareholder, representing at least one tenth of the Company's share capital, shall require consent of the shareholder who made such request. Adoption of resolution relating to shareholder's responsibility to the Company, no matter the reason, shall require an absolute majority of three quarters of votes cast in the presence of shareholders representing at least 50% of all Company's shares entitling to adoption of such resolution.

In accordance with § 17 of the Company's Statutes none of the shareholders may exercise more than 20 % of the overall number of votes at the General Meeting of Shareholders. The above mentioned restriction is not effective when establishing obligations of purchasers of substantial stakes, stipulated in the Public Offer of Financial Instruments Act. The aforementioned restriction shall also not apply to:

· shareholders holding the preference A shares;

·  the depository bank which, on the basis of the agreement with the Company, issued depository receipts based on the Company shares, when such an entity exercises voting rights attached to shares which constituted the basis for the issue of depository receipts;

· a shareholder who, having no more than 20% of the overall number of votes at the General Meeting of Shareholders, announced a tender for subscription for the sale or exchange of all the shares of the Company in compliance with the Public Offer of Financial Instruments Act. The restriction does not apply if as a result of the transaction described above, the number of shares owned by him, including the previously held Company’s shares, authorizes him to exercise at least 75% of the overall number of votes at the General Meeting of Shareholders. When calculating a shareholder's share in the aforementioned overall number of votes at the General Meeting of Shareholders (the 20% share - mentioned in the sentence above) the restriction of the voting rights does not exist.

In accordance with § 17 item 5 of the Company's Statutes, percentage of votes at the General Meeting of Shareholders of foreign entities and entities controlled by them may not exceed 49%. The limit shall not refer to entities with their registered seats or residence in a member state of the European Economic Area. 
Each share, whether preference or not, entitles its holders to one vote when passing a resolution regarding the withdrawal of the Company's shares from public trading.

According to § 7 of the Company's Statutes, apart from the registered series A shares, the share capital also comprises ordinary shares series B i D, bearer and registered. The registered shares of preference series A entitle their holders to five votes at the General Meeting of Shareholders.

According to § 11 of the Company's Statutes, sale or conversion of preference A shares require written consent of shareholders holding at least 50% of the preference A shares registered in the share register on the date of filing of an appropriate application. Within 14 days from the date of receipt of the request to sell or convert preference A shares, the Management Board is obliged to deliver a copy of that request to each holder of preference A shares, to the address disclosed in the share register. 
Candidates to the Supervisory Board can be nominated by shareholders holding preference A shares. The same right is attributed to shareholders with formally documented entitlement to not less than 5% of the votes at the General Meeting of Shareholders preceding the nomination of candidates and who at the time of submitting the nomination hold not less than 5% of the share capital of the Company (§ 21 point 1 letter a of the Statutes). Should a Supervisory Board member's mandate expire due to his or her resignation the other Supervisory Board members may appoint a new member who shall perform his/her functions until the General Meeting appoints a Supervisory Board member, however not longer than until the end of the term of its predecessor. Dismissal (removal) of the Supervisory Board member, prior to the end of his term of office, may be effected by a resolution of the General Meeting of Shareholders adopted by a simple majority of votes cast, provided that until the expiry of the preference status of the A series, 80% of votes attached to all preference A shares are cast in favour of such resolution.

Information on further rights and obligations of General Meeting of Shareholders and shareholders in relation to appointment and dismissal of the Management Board Members are included in consecutive parts of the present report.

Bearer shares cannot be converted into preference shares. 
Rights of the Company's shareholders, including minority shareholders are performed in compliance with the provisions of the Commercial Companies Code.

Implementing transparency and effective information policy as well as trying to ensure all shareholders equal access to information on the Company Agora has been transmitting its AGMs (in English and Polish) via Internet. During the General Meeting of Shareholders held in 2010, the Company, due to security reasons, did not decide to provide the possibility of two-way communication with shareholders in real time and casting votes via Internet personally or via proxy during the course of the meeting by electronic means of communication. The Company shall exert all efforts to comply with this rule provided that available technology shall guarantee safe and effective execution of the General Meeting of Shareholders taking into account the Company’s dispersed ownership structure.
Agora SA enables media representatives to participate in the AGM.

In 2010, the General Meeting of Shareholders was held once in the Company’s premises: on June 25, 2010.

Agora's AGM is always attended by the representatives of the Management Board, Supervisory Board and the Company's statutory auditor.
The AGM was convened by the Management Board of Agora SA. The AGM was executed in compliance with the provisions of the Commercial Companies Code and with the By-laws of General Meeting of Shareholders of Agora SA. The Management Board and Supervisory Board members as well as the representative of the statutory auditor present at the AGM were ready to explain all the issues within their competence and law provisions. Due to the amendment of the Commercial Companies Code the Company prepared draft resolutions to the Company’s regulations (Statutes and the By-laws of General Meeting of Shareholders), which were adopted by the AGM. 

3. The composition and rules of functioning of the Company's governing bodies and of the Supervisory Board' s Committees.

3.1. The Management Board 

The Management Board of the Company acts in compliance with the provisions of the Commercial Companies Code and the Statutes of the Company. According to the Statutes of the Company, the Management Board shall consist of 3 to 6 members. The exact number is determined by shareholders holding the majority of preference A shares and after the expiration of such preference status - by the Supervisory Board.

As of the day of publishing the report, the Company's Management Board is represented by:
· Piotr Niemczycki - the President of the Management Board,

· Zbigniew Bak - the Deputy President of the Management Board,
· Tomasz Jozefacki - the Member of the Management Board,
· Grzegorz Kossakowski - the Member of the Management Board,
The Management Board members are elected for five years (§ 29 item 1 of the Company's Statutes). Remuneration and other benefits of the Management Board are set by the Supervisory Board. According to § 27 of the Company's Statutes the Management Board shall manage the Company's affairs and represent the Company in dealings with the third parties. The responsibilities of the Management Board shall include all matters related to conducting the Company's affairs, provided they were not reserved for the competence of other governing bodies. The resolutions of the Management Board are adopted by a simple majority of votes cast (§ 34 of the Company's Statutes). Each member of the Management Board shall be authorized to make binding statements with respect to Company's proprietary rights and obligations and to sign on behalf of the Company. The Management Board determined its rules of conduct in its regulations.

According to § 35 of the Company's Statutes, the Members of the Management Board shall be bound by a non-competition clause. In particular they cannot engage in any competitive business or be a participant, a shareholder or member of governing bodies of such business. The above restriction does not pertain to the participation in supervisory and managing bodies of competing entities in which the Company, directly or indirectly, holds any shares. The restriction also does not apply to the acquisition by members of the Management Board of no more than 1% of the shares in competing public companies.

The Company announces all the changes in the Management Board by means of current reports. Professional biographies of the Management Board members are accessible on the Company's corporate website and are updated on the current basis.

3.2. The Supervisory Board 
The Supervisory Board acts in compliance with the provisions of the Commercial Companies Code and the Statutes of the Company. The Supervisory Board shall be composed of five members. The Chairman of the Supervisory board is chosen by the General Meeting of Shareholders. Members of the Supervisory Board may elect from among themselves a deputy of the chairman or persons performing other functions (§18 item 2 of the Company's Statutes).

As of the day of publication of this report, the Company's Supervisory Board consists of:

· Andrzej Szlezak - the Chairman,

· Marcin Hejka - the Member of the Supervisory Board,
· Wanda Rapaczynski - the Member of the Supervisory Board,
· Tomasz Sielicki - the Member of the Supervisory Board,
· Slawomir S. Sikora - the Member of the Supervisory Board,
On the basis of the resolution adopted by the AGM on June 25, 2010 the Company’s Statutes were amended, inter alia, in respect to the term of office of Supervisory Board members. Now, after the change of the Statutes, the members of the Supervisory Board are elected for the common three - year - term of office. In connection with that amendment, Mr. Andrzej Szlezak – the Chairman of the Supervisory Board and members of the Supervisory Board: Mr. Marcin Hejka, Ms Wanda Rapaczynski, Mr. Tomasz Sielicki and Mr. Slawomir S. Sikora were dismissed from their positions in Agora’s Supervisory Board and elected for the common three – year – term of office with the effect since July 15, 2010. The term of office of this Supervisory Board shall expire on the day of AGM adopting the resolution on approval the financial statements of the Company for the financial year 2012.
According to § 20 item 4 of the Company's Statutes, at least three members of the Board should be independent. The majority of the current Supervisory Board members are independent. The Supervisory Board is responsible for setting remuneration for the Management Board members, selection of the auditor and approving of the conditions concerning significant transactions with the affiliates. Such transactions cannot be conducted without the consent of the majority of the independent members of the Supervisory Board. According to § 23 item 4 of the Statutes, the Supervisory Board Meetings are convened at least every three months. The Chairman convenes the meeting on the request of the member of the Management Board expressed in the form of the resolution and on the request of each of the Supervisory Board members. The meetings of the Supervisory Board may be held by distance means of communication in a manner allowing communication among all members taking part in such meeting. The place of the meeting held in this form is determined by the place of the person who chairs the meeting.

According to § 24 of the Company's Statutes, the resolutions of the Supervisory Board shall be adopted by an absolute majority of votes cast in the presence of at least three members of the Supervisory Board. 

The Company announces all the changes in the Supervisory Board composition by means of current reports. Professional biographies of the Supervisory Board members are accessible on the Company's corporate website and are updated on the current basis.

3.3. Committee and Commission acting within the Supervisory Board 

There is one Committee and one Commission operating within the Supervisory Board: the Audit Committee and Human Resources and Remuneration Commission created in compliance with the Company’s Statutes performing advisory role to Supervisory Board. The course and scope of action of were set in By-laws of both bodies accepted by means of Supervisory Board resolutions. 

On the date of the report publication the members of the committees are:

(i) The Audit Committee: 

-  Marcin Hejka – the Chairperson of the Audit Committee, 

- Wanda Rapaczynski,

- Tomasz Sielicki. 
(ii) The Human Resources and Remuneration Commission: 

- Wanda Rapaczynski – the Chairperson of the Human Resources and Remuneration Commission,
- Slawomir Sikora,

- Andrzej Szlezak. 

The objective of the Audit Committee is to supervise the Management Board in terms of: monitoring of the Company’s and the Group’s financial reporting and financial revision, monitoring of internal control systems and internal audit as well as monitoring of risk management and independence of external auditor.

 The Audit Committee, within the scope of its authority, may request Company to submit information on accounting, financials, internal audit and risk management necessary to perform duties of Audit Committee and review the Company’s account books.  

The meetings of the Audit Committee are convened at least four times a year, however, the meetings can be convened as often as it is required for its proper functioning.

The meetings of the Audit Committee are convened by its Chairperson on its own or by an Audit Committee member’s motion. It can be also convened on the motion submitted by the Company’s Management Board, internal and external auditor.

The Audit Committee presents to the Supervisory Board its conclusions, standpoints and recommendations according to the timeline enabling the Supervisory Board adoption of appropriate measures, as well as annual and semi – annual reports on its activities and the Company’s evaluation in the scope related to its competencies. 

On the basis of the Supervisory Board's resolution dated September 25, 2008 and in accordance with the stipulations of the Statutes, the company KPMG Audyt Sp. o.o with its registered seat in Warsaw at 51 Chlodna Street, registered under the number 458 as an entity entitled to audit financial reports, was elected for the auditor of the Company that is to audit financial reports of the Company for the years 2008, 2009, 2010.

In accordance with the By – laws of the Human Resources and Remuneration Commission the objectives of the Human Resources and Remuneration Commission are to review the principles of remuneration of the Management Board and provide the Supervisory Board with appropriate recommendations in that respect, drafting a proposal for the remuneration of the individual Management Board members and additional benefits, for the purpose of their consideration by the Supervisory Board. The Commission should specify in such a recommendation all forms of remuneration, especially salary, motivation plans and severance pay. Additionally, the Human Resources and Remuneration Commission advises the Supervisory Board on: selection criteria and appointment procedures for the Management Board members in the cases stated in the Company’s Statutes, procedures to secure adequate succession of the Management Board members in cases stated in the Company’s Statutes.
The meetings of the Human Resources and Remuneration Commission are convened as often as it is required for its proper functioning, at least once a year.

The Commission meetings are convened by its Chairperson on its own or other Commission member’s motion. The meeting can be also convened on the motion submits by the President of the Management Board or Supervisory Board member.

The Commission presents to Supervisory Board its conclusions, standpoints and recommendations according to the timeline enabling Supervisory Board adoption of appropriate measures, as well as annual reports on its activities and Company’s evaluation in the scope related to its competencies.

4. Description of the basic characteristics of the internal control and risk management systems applied by the Company in terms of preparation of its separate and Consolidated financial statements. 

The Management Board of the Company is responsible for the internal control system and its effectiveness in the process of drawing up financial statements and current reports prepared in accordance with the Regulation of the Minister of Finance dated 19 February 2009 on current and periodic information published by issuers of securities and on the conditions under which such information may be recognized as being equivalent to information required by the regulations of law of a state which is not a member state.
The Chief Financial Officer - the member of the Management Board - is responsible for the factual supervision of the aforementioned process. The process of drawing up annual and interim financial reports is coordinated by the Reporting Department functioning within the Finance and Administration Department. The Company, on a current basis monitors amendments required by the law provisions and external regulations concerning the requirements of the reporting and also prepares in advance to their introducing.

Each month, after the financial books closure, the reports, with the information analyzing key financial data and operational ratios of business segments, are distributed among the Management Board Members and the Company's directors. Once a month the meetings of the Management Board with the directors are convened in order to discuss the results of each segment and department of the Company.

The financial data that constitutes the basis of the financial statements and interim reports stem from the accounting - financial system which registers all transactions in compliance with the accounting standards of the Company (accepted by the Management Board) and based on International Financial Reporting Standards. Agora has prepared financial statements in compliance with International Financial Reporting Standards (previously International Accounting Standards) since 1992.

The financial statements are conveyed, for the purpose of verification, to the Chief Financial Officer and then to the Management Board for the final verification. The financial statements before publication are also submitted to the members of the Audit Committee. 
The Supervisory Board meetings are held at least once a quarter. During these meetings, depending on the questions posed by the Supervisory Board, the Management Board presents key financial data and operational ratios of the business segments.

Annual and semi-annual reports are audited and reviewed by the Company’s auditor. The results of the audit and review are presented to the management of financial division (including the Financial Chief Officer of the parent company – also the Member of the Management Board) during the sum up meetings and are also published in statutory auditor's report.

Conclusions from the audit review are submitted to the Audit Committee. During the closed-door meetings with the auditors the representatives of the Audit Committee analyze the results of the review (without the presence of the Management Board). 

Additionally the statutory auditor submits to the Audit Committee recommendation concerning improvements of the internal control system in the Company that were identified during the review.

The Company has its own Internal Audit Department. Its main task is to identify weakness of the internal control and risks in terms of the registration and transactions processing. The Audit Committee during its meetings discusses the results of the work performed by the Internal Audit Deprtament with the Head of the Internal Audit, also without the presence of the Management Board.
The auditor's and Internal Audit’s recommendations are discussed by the Audit Committee and the Company’s Management Board. .

5. shareholders With A Substantial holding in the company 

To the best of the Company’s knowledge as of the day of publication of the 2010 report, the following shareholders were entitled to exercise over 5% of voting rights at the General Meeting of Shareholders of the Company:

	 
	no. of shares
	% of share capital
	no. of votes
	% of voting rights

	Agora-Holding Sp. z o.o. 

(in accordance with the last notification 
obtained on December 23, 2010 )
	6,032,025
	11.84
	23,158,425
	34.03

	BZ WBK AIB Asset Management S.A., incl.:.:  

(in accordance with the last notification 
obtained on February 22, 2011)
	15,632,682
	30.69
	15,632,682
	22.97

	     BZ WBK AIB Towarzystwo Funduszy
     Inwestycyjnych S.A. 

    (in accordance with the last notification
    obtained on December 29, 2009)
	12,749,373
	25.03
	12,749,373
	18.73

	     Arka BZ WBK FIO

    (in accordance with the last notification
   obtained on February 14, 2011)
	10,118,356
	19.86
	10,118,356
	14.87


6. The rules governing election and dismissal of Management Board members and their rights, including the right to decide about share buyback or issue program.

6.1. Election/ nomination

According to § 28 of the Statutes the Management Board is elected by the General Meeting of  Shareholders, except for provisions regarding election by co – option. 

With the exception of the situation when co – option of additional members of the Management Board takes place, the Management Board is composed of from 3 to 6 members with the exact number determined by the shareholders holding the majority of preferred series A shares, and following the expiration of such preferred status of all series A shares, by the Supervisory Board. 

During the term of its office the Management Board may elect by co-option not more than two additional members; the co-option of additional members is effected by a resolution of the Management Board. In case a member of the Board is appointed by way of co-option, the Management Board is obliged to include in the agenda of the nearest General Meeting of Shareholders an item concerning confirmation of appointment of a new member of the Board by way of co-option and propose an appropriate draft resolution. Should the General Meeting of Shareholders not accept the appointment of the new member of the Board by way of co-option, such Management Board member’s mandate expires on conclusion of the General Shareholders Meeting. 

According to the Company’s Statutes the majority of members of the Management Board shall be Polish citizens residing in Poland.

According to the § 30 of the Company’s Statutes candidates for the Management Board shall be nominated exclusively by shareholders holding preferred series A shares, and following the expiry of the preferred status of all such shares, by the Supervisory Board.

In the event that the persons authorized to determine the number of members of the Management Board and to nominate candidates for such members do not exercise one or both of the above rights, the number of members of the Management Board elected by the General Shareholders Meeting shall be determined by such Shareholders Meeting, while each shareholder during such Shareholders Meeting shall be able to nominate candidates for such members.

6.2. Dismissal

According to § 31 of the Statutes individual or all members of the Management Board may be dismissed (removed), due to important reasons, prior to the end of their term of office on the basis of the resolution adopted by the General Meeting of Shareholders adopted by a simple majority of votes, provided that until the expiry of the preferred status of series A shares 80% of voting rights attached to all outstanding series A shares are cast in favor of such resolution. A resolution on dismissal (removal) of Management Board members should state the reasons for which such dismissal is made.

Members of the Management Board elected by co-option may be dismissed in the manner referred to above or by the resolution of the Management Board but the persons concerned cannot vote in this case.

In the event that some members of the Management Board are dismissed or their mandate expires during the term of office for other reasons, supplementary elections shall be held only at such time as when the number of members of the Management Board performing their functions is less than three or when the composition of the Management Board does not comply with the requirement of the majority of members of the Management Board being Polish citizens residing in Poland.

If the number of members of the Management Board is even less than that required in the previous Section, the Management Board shall be obligated to immediately convene an extraordinary General Meeting of Shareholders in order to hold supplementary elections. Supplementary elections may take place also during the ordinary General Meeting of the Shareholders if, in accordance with provisions of law, such meeting must be convened within a short period of time, while convening an extraordinary General Meeting of  Shareholders would not be appropriate in such case.

In the event of supplementary elections, provisions regarding the election of members of the Management Board for their full term shall apply.

According to § 33 of the Statutes members of the Management Board may elect the chairman or persons performing other functions among themselves.

6.3. The rights of the Management Board 

According to § 27 of the Statutes the Management Board manages the Company’s affairs and represents the Company in dealings with third parties. The responsibilities of the Management Board include all matters related to conducting the Company’s affairs, provided they were not delegated otherwise.

Only, the General Meeting of Shareholders has the right to decide about share issue or share buyback.

7. Holders of all securities which grant special control rights in relation to the Issuer

series A shares

Agora Holding Sp. z o.o. is the only holder of registered preferred series A shares. The series A shares carry preferences regarding the number of votes per one share and right to propose candidates for the Management and Supervisory Board members, nominate and dismiss the members of the Management and Supervisory Board, and grant the consent to dispose the series A shares or convert them into bearer shares. Each series A share entitles its holder to 5 votes at the General Meeting of Shareholders.

The shareholder holding series A shares has the exclusive right to present candidacies for the Management Board. They also belong to the limited number of entities with the exclusive right to present candidacies for the Supervisory Board as well as are able to define the exact number of the Management Board Members. 

Further preferences carried by series A shares include the right to dismiss the member of the Management or Supervisory Board prior to the end of his/her term of office. The dismissal can be made on the basis of the resolution adopted by the General Meeting of the Shareholders adopted by a simple majority of votes, provided that until the expiry of the preferred status of series A shares 80% of voting rights attached to all outstanding series A shares are cast in favour of such resolution.  

The Company’s Statutes contains provision that none of the shareholders may exercise more than 20% of the overall number of votes at the General Meeting of the Shareholders, provided that for the purposes of establishing obligations of purchasers of material blocks of shares as provided in the Law on Public Trading of Securities such restriction of the voting rights does not exist. The restriction of the voting rights referred to above does not apply to the shareholders holding series A shares.

Each share, whether preferred or not, entitles its holder to one vote in connection with passing a resolution regarding the withdrawal of the Company's shares from public trading.

8. Limitations regarding the transfer of ownership rights to the Issuer’s securities 

According to the Statutes of Agora SA the sale or conversion of preferred series A shares into bearer shares requires the written consent of shareholders holding at least 50% of the preferred series A shares registered in the share register on the date of filing the written request for such consent.

9. regulations concerning restriction of the voting rights  

According to Company’s Statutes stipulations, none of the shareholders may exercise more than 20% of the overall number of votes at the General Meeting of the Shareholders. For the purposes of establishing obligations of purchasers of material blocks of shares as provided in the Law on Public Trading of Securities such restriction of the voting rights does not exist. The restriction of the voting rights referred to the sentence above shall not apply to:

a) shareholders holding the preferred series A shares;

b) the deposit bank which, on the basis of agreement with the Company, issued depository receipts based on the Company Shares, in the event that such entity exercises the voting rights attached to shares which were the basis for the issuance of depository receipts; and

c) a shareholder who, while having no more than 20% of the overall number of votes at the General Meeting of the Shareholders, announced a tender for subscription for the sale or exchange of all the shares of the Company and in result of such tender purchased shares which, including the previously held Company shares, authorize it to exercise at least 75% of the overall number of votes at the General Meeting of the Shareholders. For the purposes of calculating a shareholder's share in the overall number of votes at the General Meeting of the Shareholders referred to above it is assumed that the restriction of the voting rights provided in § 17 section 1 of the Company’s Statutes does not exist.

Percentage of votes at the General Meeting of Shareholders of foreign entities and entities controlled by them may not exceed 49%. The limit shall not refer to entities with their registered seats or residence in a member state of the European Economic Area. 
Each share, whether preference or not, entitles its holders to one vote when passing a resolution regarding the withdrawal of the Company's shares from public trading.

10. Rules of introducing changes into Company’s statutes
The Company’s Statutes does not contain stipulations different from the Commercial Companies Code stipulations regarding introducing changes into Company’s Statutes.
VII. Description of the basic characteristics of the internal control and risk management systems applied by the GROUP in terms of preparation of its separate and Consolidated financial statements
The management boards of the Group’s subsidiary companies are responsible for the internal control systems and their effectiveness in the process of drawing up financial reports prepared in accordance with the Regulation of the Minister of Finance dated 19 February 2009 on current and periodic information published by issuers of securities and on the conditions under which such information may be recognized as being equivalent to information required by the regulations of law of a state which is not a member state.
The Chief Financial Officer - the member of the Management Board of the parent company - is responsible for the factual supervision of the aforementioned process in particular companies. The process of drawing up annual and interim financial reports is coordinated by the Reporting Department functioning within the Finance and Administration Department in the Company. The Group, on a current basis monitors amendments required by the law provisions and external regulations concerning the requirements of the reporting and also prepares in advance to their introducing.

Each month, after the financial books closure, the reports, with the information analyzing key financial data and operational ratios of business segments, are distributed among the Management Board Members of the parent company and the Company's directors. Once a month the meetings of the Management Board with the directors are convened in order to discuss the results of each segment and department of the Group.

The financial data that constitutes the basis of the consolidated financial statements and interim reports stem from the accounting - financial system which registers all transactions in compliance with the accounting standards of the Company and the Group (accepted by the Management Board) and based on International Financial Reporting Standards. Agora has prepared financial statements in compliance with International Financial Reporting Standards (previously International Accounting Standards) since 1992.

The separate and consolidated financial statements are conveyed, for the purpose of verification, to the Chief Financial Officer and then to the Management Board for the final verification. The separate and consolidated financial statements before publication are also submitted to the members of the Audit Committee. 
The Supervisory Board meetings are held at least once a quarter. During these meetings, depending on the questions posed by the Supervisory Board, the Management Board presents key financial data and operational ratios of the business segments.

Separate and consolidated annual and semi-annual reports are audited and reviewed by the Company’s auditor. The results of the audit and review are presented to the management of financial division (including the Financial Chief Officer of the parent company – also the Member of the Management Board) and during the sum up meetings and are also published in statutory auditor's report.

Conclusions from the audit and review of the separate and consolidated financial statements are submitted to the Audit Committee. During the closed-door meetings with the auditors the representatives of the Audit Committee analyze the results of the review (without the presence of the Management Board). 

Additionally the statutory auditor submits to the Audit Committee recommendation concerning improvements of the internal control system in the Group that were identified during the audit of the financial statements.
The Company has its own Internal Audit Department. Its main task is to identify weakness of the internal control and risks in terms of the registration and transactions processing. The Audit Committee during its meetings discusses the results of the work performed by the Internal Audit Deprtament with the Head of the Internal Audit, also without the presence of the Management Board of the Company.
The auditor's and Internal Audit’s recommendations are discussed by the Audit Committee and the Company’s Management Board of the Company .

VIII. MANAGEMENT BOARD’S REPRESENTATIONS

1. Representation concerning accounting policies

Management Board of Agora confirms that, to the best knowledge, annual consolidated financial statements together with comparative figures, have been prepared according to all applicable accounting standards and give a true and fair view of the state of affairs and the financial result of the Issuer’s Capital Group for the period.
Annual Management Discussion and Analysis of Group’s business activities shows true view of the state of affairs of the Issuer’s Capital Group, including evaluation of risks and dangers.

2. Representation concerning election of the Company’s auditor for the annual audit of the consolidated financial statement 

Management Board of Agora confirms that the Company’s auditor chosen for the audit of annual consolidated financial statements has been elected according to applicable rules and that the company auditing Agora’s accounts as well as certified auditors engaged in the audit of this financial statements met objectives to present an objective and independent opinion about an audited annual consolidated financial statements in accordance with legal regulations and professional rules.
Warsaw, 12 April 2011
	Piotr Niemczycki –  President of the Management Board
	Signed on the Polish original



	Zbigniew Bak –  Deputy President of the Management Board
	Signed on the Polish original



	Tomasz Jozefacki –  Member of the Management Board 
	Signed on the Polish original



	Grzegorz Kossakowski –  Member of the Management Board 
	Signed on the Polish original
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