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NETIA HOLDINGS REPORTS 2000 YEAR-END AND FOURTH QUARTER RESULTS
EBITDA for 2000 improved to PLN 23.2 million compared to a negative PLN 15.4 million in 1999, 

EBITDA margin reaches 5.2% for 2000 and 6.4% for Q4,

FY 2000 telecom revenues grow by 81.5% , 

Business customers represent 43% and 63% of net additions in 2000 and Q4, respectively,  

Ten-city backbone operational.
Warsaw, Poland -- February 28, 2001 -- Netia Holdings (NASDAQ: NTIA, WSE: NET), Poland’s largest alternative provider of fixed-line telecommunications services, today announced audited financial results for the year ended December 31, 2000. 

Financial highlights

· EBITDA for 2000 improved to PLN 23.2 million (US$ 5.6 million), from a negative PLN 15.4 million in 1999.  EBITDA for the fourth quarter 2000 improved to PLN 8.3 million (US$ 2.0 million) from PLN 3.7 million in the fourth quarter of 1999, and from PLN 1.8 million in the third quarter 2000.  EBITDA margins for the year and fourth quarter 2000 were 5.2% and 6.4%, respectively.

· Total revenues in 2000 increased by 77.7% to PLN 442.7 million (US$ 106.9 million) compared to PLN 249.1 million in 1999.  Total revenues for the fourth quarter 2000 increased by 47.5% to PLN 128.8 million (US$ 31.1 million) compared to PLN 87.3 million for the fourth quarter 1999, and by 13.1% compared to PLN 113.9 million in the third quarter 2000.
· Revenues from telecom services in 2000 increased by 81.5% to PLN 395.2 million (US$ 95.4 million) compared to PLN 217.7 million in 1999.  Revenues from telecom services for the fourth quarter 2000 increased by 59.1% to PLN 116.8 million (US$ 28.2 million) compared to PLN 73.4 million for the fourth quarter 1999, and by 15.6% compared to PLN 101.0 million over the third quarter 2000. 

· Investments in gross fixed assets and computer software at December 31, 2000 increased by 38.0% to PLN 2,677.4 million (US$ 646.2 million) compared to PLN 1,939.9 million at December 31, 1999, and by 13.3% compared to PLN 2,362.6 million at September 30, 2000, reflecting the continued build-out of Netia’s network.  At December 31, 2000, Netia had PLN 1,142.9 million (US$ 275.8 million) in cash (excluding restricted investments of PLN 205.5 million or US$ 49.6 million).  

· On January 18, 2001, Netia entered into its second currency hedge transaction.  To date, the coupon payments on debt of nearly US$ 400 million, representing approx. 47% of Netia’s long-term debt denominated in foreign currencies, have been swapped into Polish zloty.  

· On February 5, 2001, several Netia subsidiaries were granted a deferral on payments of EUR 44 million (approx. US$ 41 million) in outstanding license fees until the end of 2010. 

· Effective November 15, 2000, Netia was added to the Warsaw Stock Exchange’s key benchmark, the WIG20 Index of Poland’s top twenty companies by market capitalization. 

Operational highlights

· Number of subscriber lines in service increased by 27.5% to 321,073 at December 31, 2000 from 251,724 at December 31, 1999, and 4.5% from 307,160 at September 30, 2000.  The larger number of subscriber lines is net of customer churn and disconnections, which amounted to 9,756 and 17,609, respectively for 2000, and 2,358 and 10,385 for fourth quarter 2000.
· Business lines as a percentage of total subscriber lines reached 25.3%, up from 20.5% at December 31, 1999, and 23.6% at September 30, 2000.  Business percentage of net additions reached 62.9% and 42.7% in the fourth quarter and year-to-date, respectively.  Revenues from business customers accounted for 49.6% of telecommunications revenues in December 2000.

· Number of business customer lines in service increased by 57.4% to 81,137 from 51,554 at December 31, 1999, and by 12.1% from 72,379 at September 30, 2000.
· Average monthly revenue per line grew by 23.9% to PLN 114 (US$ 27.5) in the fourth quarter 2000, compared to PLN 92 in the fourth quarter 1999, and by 4.6% from PLN 109 in the third quarter 2000.  In January and July 2000, Netia increased its local tariff and monthly subscription fee.

· Netia’s national backbone network connecting Poland’s ten largest cities went fully operational in fourth quarter 2000.  Further network construction to enable the provision of wholesale services is on track and scheduled for completion by the end of 2001.  

· At December 31, 2000, Internetia had 36,500 active and registered users paying for the service, positioning it as the second largest dial-up Internet service provider in Poland.

· In January 2001, Netia signed an interconnection agreement with Telekomunikacja Polska S.A. (“TP S.A.”) for the license area of the Warsaw numbering zone.

· In January 2001, the Ministry of Communications ruled in favor of Netia in an arbitration decision on domestic long distance interconnection rates.  A final interconnect agreement has been negotiated with TP S.A. and is now ready for signing.

Key Figures
PLN'000
2000
1999
4Q00
3Q00
2Q00
1Q00
4Q99










Revenues
442,747
249,097
128,813
113,898
104,798
95,238   
87,299   

EBITDA 
23,179
(15,379)
8,288
1,785
3,279
9,827   
3,685   

Margin %
5.2%
-6.2%
6.4%
1.6%
3.1%
10.3%
4.2%

Net profit / (loss) before FX
(480,386)
(290,992)
(152,863)
(129,509)
(107,464)
(90,550)   
(48,115)    

Net profit / (loss) after FX
(362,046)
(418,931)
33,938
(117,446)
(214,168)
(64,370)   
2,920   

Net debt**
2,161,245
1,405,832
2,161,245
1,792,015
1,542,457
1,524,260   
1,405,832   

EBIT3,9297
(156,531)
(134,542)
(43,827)
(45,620)
(38,348)
(28,736)
(26,561)

US$'000 *
2000
1999
4Q00
3Q00
2Q00
1Q00
4Q99










Revenues
106,861
60,122
31,090
27,490
25,294
22,987
21,070

EBITDA 
5,595
(3,712)
2,001
431
791
2,372
889

Margin %
5.2%
-6.2%
6.4%
1.6%
3.1%
10.3%
4.2%

Net profit / (loss) before FX
(115,946)
(70.234)
(36,896)
(31,258)
(25,938)
(21,855)
(11,613)

Net profit / (loss) after FX
(87,383)
(101,113)
8,191
(28,347)
(51,691)
(15,536)
705

Net debt**
521,636
339,311
521,636
432,520
372,286
367,894
339,311

EBIT3,9297
(37,780)
(32,473)
(10,577)
(11,011)
(9,255)
(6,936)
(6,411)

* The US$ amounts shown in this table have been translated using the exchange rate of PLN 4.1432 = US$ 1.00, the average rate announced by the National Bank of Poland at December 31, 2000.  These figures are included for convenience only. 

** Net debt is defined as long term debt less cash and both long and short term portion of escrow accounts.
Mattias Gadd, Netia’s new President and CEO effective January 1, 2001, commented:  “Netia begins the year in an excellent position to capitalize on the growth of the Polish telecommunications market. The inter-city backbone connecting Poland’s ten largest urban areas has become operational, our local access customer base now exceeds 320,000 subscribers and the company’s brand is strengthening among high-return customers. 

“Netia’s main priority in 2001 will be to successfully roll out and secure the revenue streams from current services and selective new ones.  We will launch domestic long distance and data transmission services, enter the lucrative Warsaw market, enhance Internet connectivity and services and expand Netia’s portfolio with wholesale network services.  We will also intensify our market and operational focus, anticipating the challenges of this dynamic environment and of future competition, to position Netia for continued success in the years to come.”

Commenting on the results, Avi Hochman, Chief Financial Officer of Netia, said: “Telecommunications revenues increased by 81.5% year-on-year, and Netia delivered its first full year of positive EBITDA.  Thanks to our focus on high-return customers, average ARPUs increased by 23.9% year-on-year, despite promotional campaigns targeting SME customers in 3Q and 4Q.  We expect that the EBITDA margin will continue to rise throughout 2001, benefiting from new services and customers coming on stream as well as cost control measures.”
Financial Information

2000 vs 1999 

Total revenues for 2000 increased by 77.7% to PLN 442.7 million (US$ 106.9 million), compared to PLN 249.1 million for 1999.

Revenues from telecommunications services increased by 81.5% to PLN 395.2 million (US$ 95.4 million) from PLN 217.7 million in 1999.  The increase was primarily attributable to a 27.5% increase in the number of total subscribers to 321,073 at December 31, 2000 from 251,724 at December 31, 1999.  Other contributing factors were the overall increase in average monthly revenue per line (PLN 114 (US$ 27.5) for the fourth quarter 2000, compared to PLN 92 for the fourth quarter 1999) due to increases in Netia’s local tariff and monthly subscription fees in January (by 13% and 33%, respectively) and July 2000 (by 7% and 25%) as well as higher usage.

Earnings before interest, tax, depreciation and amortization (EBITDA) amounted to PLN 23.2 million or US$ 5.6 million compared with a negative of PLN 15.4 million in 1999. 

Interconnection charges increased by 81.1% to PLN 112.3 million (US$ 27.1 million) from PLN 62.0 million.  Interconnection charges as a percentage of calling charges decreased to 39.5% from 40.6%, reflecting the result of direct interconnection to the mobile operators.

“Other operating expenses” amounted to PLN 286.9 million (US$ 69.3 million), with salaries and benefits as the main item; headcount at December 31, 2000 was 1,626, compared to 1,211 at December 31, 1999.  The above-mentioned “other operating expenses” represented 64.8% of total revenues at December 31, 2000, compared to 76.5% at December 31, 1999.  Productivity continued to improve, as the number of active lines in service per employee increased by 12% to an average of 208 in 2000, from 186 in 1999.  Monthly average telecommunications revenue per employee increased by 34.2% in the period to PLN 23,541 (US$ 5,682) from PLN 17,542 in 1999.
Depreciation of fixed assets and amortization of licenses increased by 56.8% to PLN 153.8 million (US$ 37.1 million), from PLN 98.1 million, as the construction stage of additional parts of the network drew to completion.  Net financial expenses decreased due to an appreciation of the Polish zloty against the euro.

The cash outflow from investing activities increased by 39.9% to PLN 1,357.5 million (US$ 327.6 million), from PLN 970.5 million in 1999.

Net loss amounted to PLN 362.0 million (US$ 87.4 million), compared to a net loss of PLN 418.9 million in 1999.  The decrease in the loss was mainly attributable to a decrease in financial expenses due to a more favorable exchange rate situation, and improved EBITDA.

Net cash used in the purchase of fixed assets and computer software amounted to PLN 756.7 million (US$ 182.6 million).  Net fixed assets and computer software increased by 33.9% to PLN 2,406.1 million (US$ 580.7 million) as of December 31, 2000, compared to PLN 1,796.4 million in 1999, and 12.8% from PLN 2,133.5 million at the end of third quarter of 2000, further reflecting the expansion of the network.

At December 31, 2000, Netia had cash and cash equivalents of PLN 1,142.9 million (US$ 275.8 million) available to be invested to support commercial activities and in building its telecommunications network.  The Company had deposits in escrow amounting to PLN 205.5 million (US$ 49.6 million) to service interest payments on its 1999 Senior Notes until June 2001, and 2000 Senior Notes until June 2002.

2000 Fourth Quarter vs 2000 Third Quarter 
Revenues for the quarter increased by 13.1% to PLN 128.8 million (US$ 31.1 million) compared to PLN 113.9 million for the third quarter of 2000.  This increase was attributable to a 15.6% increase in revenues from telecommunications services to PLN 116.8 million (US$ 28.2 million) compared to PLN 101.0 million for the third quarter of this year. 

Average monthly revenue per line increased by 4.6% to PLN 114 (USD 27.5) from PLN 109 in the third quarter of 2000.  As a result of a promotional campaign targeting SME customers, average monthly revenue per business line decreased by 5.1% to PLN 224 (USD 54.1) from PLN 236 in the third quarter.  Average monthly revenue per residential line grew by 11.6% to PLN 77 (USD 18.6) from PLN 69 in the third quarter.

EBITDA for the quarter was PLN 8.3 million (US$ 2.0 million), compared to PLN 1.8 million for the third quarter of this year, representing an EBITDA margin of 6.4%.  As previously reported, this EBITDA performance was achieved in spite of delays in negotiations with TP S.A. on concluding domestic long distance and Warsaw interconnection agreements, which resulted in lower than expected revenue streams coupled with additional costs associated with the introduction and preparation of new services. 

Operational Review

The Company has increased the number of connected lines by 27.2% to 546,309 lines at the end of fourth quarter 2000, up from 429,595 lines at December 31, 1999, and by 11.5% in the quarter, up from 489,945 lines at September 30, 2000. 

Business lines as a percentage of total subscriber lines reached 25.3%, up from 20.5% at December 31, 1999, reflecting the intensified focus on the high value corporate and SME market segments.

Netia has successfully launched its Internet service under the Internetia brand.  Internetia is now Poland’s second largest dial-up Internet service provider and is also one of Poland’s four-most visited portals for Polish on-line content.  

Netia is also selectively preparing its data service offering for business customers.  The portfolio of traditional voice services, which accounts today for 87% of Netia revenues, was extended by Internet telephony (Voice over IP) introduced in December 2000. 

In fourth quarter 2000, Netia successfully put into operation its nationwide backbone network, which connects Poland’s ten largest urban areas.  This backbone network now stretches to 2,550 km and consists of 1,650 km own fiber lines and 900 km leased lines. 

Furthermore, as part of preparations to offer nationwide wholesale services, Netia is constructing additional infrastructure, planned for completion by the end of 2001.  This will consist of a 1,700 km system of 7-8 ducts, with the potential to be extended by 900 km in 2002.  At December 31, 2000, 900 km of the ducting system had been constructed.

In addition, the construction of the local access fiber optic rings in all major cities within Netia’s voice licenses was substantially further developed, including the commencement of city rings construction work in Warsaw.  The intra-city network now stretches to 1,600 km. 

In January 2001, Netia signed an interconnection agreement with TP S.A. for the Warsaw area, thus enabling Netia to offer local connectivity as soon as the interconnection points are operational.  Netia will connect its first customers in Warsaw in early March 2001.  
In January 2001, Netia received a favorable arbitration decision from the Polish Minister of Communications, which sets the interconnection rates for domestic long distance services.  Netia has been ready for launch of domestic long distance services since the second half of 2000 and has finalized negotiations on the interconnection agreement with TP S.A., which is ready for signing. 

The transaction with Millennium Communications S.A. is not completed due to a dispute on implementation of the agreement signed on August 8, 2000.  

This press release contains certain statements of a forward-looking nature with respect to plans and projections of future performance of Netia, the occurrence of which involves certain risks and uncertainties including but not limited to product and market acceptance risks, the impact of comparative pricing, product development, commercialization and technology.  Investors are directed to Netia’s reports and documents filed from time to time with the US Securities and Exchange Commission, including Netia’s Annual Report on Form 20-F for the year ended December 31, 1999, for additional factors that should be considered before investing in Netia’s securities.

NETIA HOLDINGS is the largest alternative fixed‑line telecommunications operator in Poland.  Netia has 24 licenses for local telecommunications services in territories, covering some 15 million people or approximately 40% of the Polish population, which include the most economically advanced parts of the country.  The Company’s existing local telephone license territories cover six of the country’s ten largest urban areas including Warsaw, Krakow, Poznan, Gdansk, Lublin and Katowice.  Netia has also secured the benefit of a nationwide data and IP license to provide data transmission and Internet-based services.  In May 2000 the Netia 1 consortium was issued the nationwide domestic long distance voice license.

(Tables to follow)

Key operational indicators













Time periods:
4Q00
3Q00
2Q00
1Q00
4Q99

Network data






Number of connected lines (cumulative)
546,309
489,945
470,006
441,421   
429,595   

Subscriber data






Subscriber lines (cumulative)
321,073
307,160
286,259
268,912   
251,724   

Total net additions
13,913
20,901
17,347
17,188   
37,482   

Business net additions
8,758
9,162
6,687
4,976   
10,312   

Business subscribers (cumulative)
81,137
72,379
63,217
56,530   
51,554   

Business mix of total subscriber lines
25.3%
23.6%
22.1%
21.0%
20.5%

Average monthly revenue per line (PLN)
114
109
107
109   
92   

Average monthly revenue per business line (PLN)   
224
236
252
282   
209   

Average monthly revenue per residential line (PLN)
77
69
67
65   
58   

Income statement (according to IAS)

(PLN in thousands unless otherwise stated)

















Time periods:
2000
1999
4Q00
3Q00


Audited
Audited
Unaudited
Unaudited







Telecommunications revenue
395,225
217,711   
116,774
101,035

Other revenue
47,522
31,386   
12,069
12,863

Total revenues
442,747
249,097   
128,813
113,898







Interconnection charges
(112,270)
(61,994)   
(29,098)
(29,772)

Cost of equipment
(20,359)
(11,924)   
(1,577)
(8,012)

Other operating expenses
(286,939)
(190,558)   
(89,850)
(74,329)

EBITDA
23,179
(15,379)   
8,288
1,785

Margin (%)
5.2%
-6.2%
6.4%
1.6%







Depreciation of fixed assets and 

amortization of license
(153,783)
(98,096)   
(45,814)
(40,472)

Amortization of goodwill
(25,927)
(21,067)   
(6,301)
(6,933)







EBIT
(156,531)
(134,542)   
(43,827)
(45,620)

Margin (%)
-35.4%
-54.0%
-34.0%
-40.1%







Net financial expenses
(198,681)
(292,574)   
(82,043)
(71,099)

Other losses
(339)
(550)   
(339)
0

Profit / (loss) before tax
(355,551)
(427,666)   
(37,877)
(116,719)







Tax charges
(2,514)
9,646   
(90)
(1,262)

Minorities
(3,981)
(911)   
(3,849)
535

Net profit / (loss)
(362,046)
(418,931)   
33,938
(117,446)

Margin (%)
-81.7%
-168.2%
26.3%
103.1%







Earning/(loss) per share (not in thousands)
(12.60)
(22.48)
1.10
(3.82)







Weighted average number of shares outstanding (not in thousands)
28,728,709
18,633,297   
30,817,291
30,784,680













Note to financial expenses





Net Interest Expense
(300,144)
(157,832)   
(100,370)
(79,995)

Net Foreign Exchange gains (losses)
118,340
(127,939)   
186,801
12,063

Amortization of deferred financing costs
(12,932)
(6,803)   
(8,550)
(2,950)

Other financial expenses
(3,945)
0
4,162
(217)







Balance sheet (according to IAS, audited)



(PLN in thousands unless otherwise stated)



Time Periods
December 31, 2000
December 31, 1999





Cash and cash equivalents
1,142,850
1,102,410   

Restricted investments
154,989
188,806   

Accounts receivable



     Trade, net
102,335
78,503   

     Government
47,963
44,270   

     Other
3,867
4,795   

Inventories
2,758
2,700   

Prepaid expenses
7,545
8,917   

Total current assets
1,462,307
1,430,401   





Restricted investments
50,541
53,047   

Investments at cost
20,946
13   

Fixed assets, net
2,344,827
1,770,097

Investments in real estate
2,314
4,116   

Computer software, net
61,271
26,323

Licenses
740,863
315,306   

Deferred financing costs, net
107,645
91,966   

Other long term assets
10,279
11,745   

Goodwill, net
232,311
258,182   

Total non-current assets
3,570,997
2,530,795   





TOTAL ASSETS
5,033,304
3,961,196   





Current maturities of long term debt
0
685   

Short term liabilities for licenses
110,881
89,734

Accounts payable and accruals



     Trade
315,777
269,573   

     Related parties
0
4,686   

     Accruals and other
79,045
43,781

Deferred income
4,508
1,333   

Total current liabilities
510,211
409,792









Long term debt
3,509,625
2,750,095   

Long term liabilities for licenses
150,747
123,219   

Deferred tax liability
0
0   

Minority interest
82,310
998   

Total non-current liabilities
3,742,682
2,875,811   





Share capital
203,285
173,735

Share premium
1,713,865
1,275,840   

Treasury shares
(3,611)
(1,401)

Accumulated deficit
(1,132,128)
(771,082)   

Total shareholders equity
780,411
677,092   





TOTAL LIABILITIES AND EQUITY
5,033,304
3,961,196   

Cash flow statement (according to IAS)


(PLN in thousands unless otherwise stated)











Time periods:
2000
1999
4Q00
3Q00


Audited
Audited
Unaudited
Unaudited







Net Loss
(362,046)
(418,931)   
33,938
(117,446)







Depreciation and amortization of goodwill
179,710
119,163   
52,115
47,405

Amortization of deferred financing costs
12,932
6,803   
4,605
2,950

Amortization of Discount on Notes
116,646
106,131   
30,391
29,751

Minorities
3,981
911   
3,849
(535)

Provision for deferred tax
0
(10,974)   
0
0

Other Losses
339
550   
(3,823)
217

Decrease / (Increase) in long term assets
(2,185)
(11,745)   
(8,026)
(3,436)

Interest expense accrued
259,441
130,840
77,309
77,892

Interest expense accrued on license liabilities
25,743
0
25,743
0

Foreign exchange (gains) / losses
(127,622)
48,362   
(184,872)
(149)

Change in working capital
58,367
(40,170)
37,300
1,974

Net cash from / (used by) operating activities
165,306
(69,060)   
68,529
38,623







Purchase of fixed assets and computer software
(756,657)
(697,199)   
(201,320)
(231,069)

Purchase of investment at cost
(20,990)
0
(19,874)
(194)

Increase in restricted investments
(219,902)
(205,698)   
0
0

Purchase of licenses
(359,971)
(67,625)   
(190, 814)
0

Net cash from investing activities
(1,357,520)
(970,522)   
(412,008)
(231,263)







Net proceeds from share issue
467,575
940,579   
(3,056)
(3,847)

Contribution from Minority Shareholders
77,331
0
0
0

Proceeds from long term loans
839,320
811,858   
0
0

Repayment of bank loans and vendor financing
(61,481)
0
0
(10,970)

Related Party Borrowings
0
(2,478)   
0
0

Capitalized deferred financing costs
(33,514)
(22,331)   
(11,742)
0

Net cash from financing activities
1,289,231
1,727,628   
(14,798)
(14,817)







Exchange rate change on cash
(56,577)
115,574   
(61,844)
(29,161)







Net change in cash & equivalents
40,440
803,620   
(420,121)
(236,618)







Cash at the beginning of the period
1,102,410
298,790   
1,562,971
1,799,589







Cash at the end of the period
1,142,850
1,102,410   
1,142,850
1,562,971
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