






Warsaw, 11th August, 2000

RB 169/00 – PTC financial report – second quarter 2000
The Management Board of Elektrim S.A. informs that it has decided to convert its USD 40m shareholder loan extended to PTC, together with accrued interest. This conversion will be on the same terms as the conversion of the remaining USD 35m of shareholder loans plus accrued interest extended  by Deutsche Telekom/T-Mobil.  The conversion will be undertaken such  as to maintain the present shareholders structure of PTC after the increase of capital.  In the context of the conversion, it is Elektrim S.A. understanding that Vivendi S.A. intends to pay approximately USD 20m to Elektrim S.A.  Vivendi S.A. will participate pro rata in the debt/equity conversion at the level of Elektrim Telekomunikacja Sp. z o.o., in which it holds 49% of shares.  The capital increase will enable PTC to reduce the company’s liabilities and to strengthen its equity. 

Jacek Walczykowski

Vice-president of Elektrim S.A.
PTC reports second quarter 2000 results
Figures are presented in Polish Zloty and according to International Accounting Standards.

Operational Highlights

· Subscriber Growth

During the quarter, PTC attracted 371,373 subscribers, bringing the total number of subscribers to 2.25 million. New subscribers consist of 257,596 postpaid subscribers and 113,777 Tak Tak (prepaid) users. Compared to the same period in 1999, the overall subscriber base at the end of June increased by over 80% to 2,245,339 from the subscriber base of 1,243,553 at the end of the second quarter of 1999. At the end of June, prepaid subscribers totaled 511,597 and constituted 22.8% of all subscribers versus 280,961 and 22.6% at the end of the second quarter 1999. PTC also posted significant growth in the postpaid subscriber base from 962,592 to 1,733,742 in the twelve months ending the second quarter of 2000.  
The overall Polish wireless market grew by more than 10% to approximately 5.2 million subscribers or approximately 12.6% penetration. 
PTC's subscriber base represents approximately 44.90% of the total wireless market and places PTC in the premier position among companies providing wireless services in Poland.

· WAP Service Launch

With the launch of WAP service on June 16, the Company subscriber base now has direct access to the Internet through a wide range of WAP handsets and PTC’s WAP portal. The Company’s homepage is also available in (WAP) Wireless Application Protocol. 
PTC introduction of WAP service was timed to the availability of handsets and to the availability of WAP services in the Polish language.

· Trial GPRS platform services

PTC introduced the first working GPRS platform in Poland on International Telecommunication Day, on May 18, and again at the Poznan Fairs in June. The applications using data transmission in the GPRS standard included: files transmission FTP format, Internet surfing, picture transmission, sound transmission and communication on line (chatting).

· Network Build-out

During the second quarter of 2000, PTC continued roll-out of the SDH microwave backbone and is now running the first connections. Full network connections that cover the main communication corridors and cities around the country are scheduled to be ready by the end of the year. 

At the end of the second quarter of 2000, total network investment reached PLN 3.8 billion. This includes both network assets of PLN 2.7 billion and license fees of PLN 1.1 billion.

· New tariffs and value-added services
During the second quarter of 2000, PTC also introduced new tariffs and value added services for both private and corporate customers. For example, PTC now offers its customers two Halo tariffs: Halo 20 tariff with 20 prepaid minutes included in the upgraded monthly service and Halo tariff. As of April, PTC’s customers can also obtain information on charges, which will help subscribers better monitor their monthly bill. Finally, as of May 5, Short Message System (SMS) service is available to prepaid customers. This service now allows our prepaid subscribers not only receive, but also send messages of up to 160 characters at the price of PLN 0.5 per message.

· Churn Management

"Churn" refers to disconnected subscriptions, either voluntary or involuntary. In the second quarter of 2000 the average monthly churn rate was 2.08% compared to 2.39% in the same period of 1999. The churn decreased by 13% comparing to the second quarter of 1999. This result is the best of its class when compared to other European and US markets.

The reduction in churn compared to the same period of 1999 can be attributed to PTC's Loyalty Program, new tariff plans, market segmentation and value-added services. It even reflects the customers’ satisfaction and proofs the high quality of PTC’s services. 

· Loyalty Program

PTC’s loyalty initiative continues to expand, reaching more than 1 million postpaid subscribers who were participating in the program (59.4% of total postpaid subscribers). As of the end of the second quarter 2000, 220,000 participants were qualified to take advantage of PTC’s exclusive partnership offers that include LOT Polish Airlines and British Airways, as well as Panasonic and Kodak consumer products.  As of the end of the quarter, 20,186 prizes had already been ordered. 

· Opening of Eranet Café

During the quarter, to further popularize the development of the globalization of communication networks, PTC together with Internet cafes around the country undertook an initiative to create a chain of Eranet Cafes in some of the most promising and underserved markets in Poland including: Katowice, Krakow, Szczecin.  Eranet Cafes are outfitted with computers by PTC with the ERA GSM logo; the cafes’ staff is dressed in characteristic PTC attire. As Internet penetration in Poland is still low, PTC feels that this business continues to promote the use of the medium by a wider audience including its wireless subscribers.This is a strategic move on behalf of PTC, which is already delivering mobile Internet services to the market (Eranet, Internet access number from the GSM network and WAP) and now wants to broaden the use of the Internet via computers and mobile phones.

· Direct debit – new service offered by PTC and Citibank

Since May, all PTC subscribers who are customers of Citibank can use direct debit to make bill payments to the Company. This is the first agreement of its kind signed in the telecommunication industry in Poland. PTC expects that this service will become more popular as it plans to sign direct debit agreements with other banks to make this service available to a wider base of its customers. This is the second product offered jointly by PTC and Citibank, following the co-branded credit card offered earlier this quarter.

· Employee Numbers

As of June 30, 2000, PTC had 2,804 employees, including 1,632 in sales, marketing and strategy, 754 in network operations and 418 in finance and administration and the office of general director. Five employees were seconded from either DeTeMobil or MediaOne.  

· Other events

Recently, PTC started a new brand recognition advertising campaign in the Polish media and proceeds to invest in one of the best brand recognition among Polish consumers.

Finally, PTC’s management recently met with high-level representatives of the Ministry of Finance to discuss licensing and the future of UMTS in Poland. 

Operational Goals for 2000

· 


·      Network Deployment Costs and Targets

According to the company’s license agreement for GSM 900, PTC is required to cover 84.9% of Poland's geographic area and 95.6% of the population by the end of the year 2000. These requirements were already exceeded at the end of the first quarter.  

By July 2004, PTC is required to attain geographical coverage of 90%, combined, with the 900 MHz and 1800 MHz frequencies.  During 2000, PTC plans to spend approximately US$300 million on meeting our coverage requirements and expanding the network to meet subscriber growth.  In order to fund this expansion, the Company will use proceeds from the last issue of High Yield Bonds as well as from a refinanced bank credit facility. 

· New Products

PTC will continue to create and introduce new products and services based on SMS, WAP and data transmission technologies for its subscribers during the remaining six months of 2000. PTC is currently testing a GPRS platform that will allow it to develop additional products and value-added services with planned implementation later this year. Later this year, PTC will develop new services based on WAP and IN-platforms like VPN and new or upgraded prepaid services. Additionally, PTC is evaluating the impacts of 3G, also known as UMTS, on its existing business and is preparing accordingly for any bids issued by the government. 

Financial Highlights for the second quarter of 2000

· Shareholders intent to inject additional capital

The shareholders of PTC have the intention to convert previously granted shareholders’ loan to PTC into new equity.  This will not change the balance of shareholder ownership, but will increase the Company’s equity position and will reduce the company’s exposure to foreign exchange risk and overall debt servicing costs.

· Net Income

In second quarter of 2000, PTC recorded a net loss of PLN 174.2 million (US $ 39.7 million)
 as compared to a net loss of PLN 5.1 million (US $1.2 million) in the same period of 1999. The net loss for the first six months of 2000 resulted in PLN 142.7 million (US $ 32.5 million) compared to 129.2 (US $ 29.4 million) for the same period of 1999. This change was driven mainly by a significant increase in net foreign exchange loss and a large increase in interest expenses from PLN 51.3 million (US $ 11.7 million) for the second quarter of 1999 to PLN 125.5 million (US $ 28.6 million) the end of the second quarter of 2000. The increased interest expense was mainly the result of additional HYB issued in November 1999 as well as shareholders loan granted in August 1999.
· Financial Expenses

The financial exposure of PTC is relatively high related to the total assets. The high  portion of foreign currency liabilities creates high foreign exchange risk and interest expenses.
Net interest expenses were PLN 125.5 million for the three months ended June 30, 2000, as compared to PLN 51.3 million for the three months ended June 30, 1999.

During the quarter, Polish Zloty depreciated, resulting in a net foreign exchange loss of PLN 178.4 million (US $ 40.6 million) in the second quarter of 2000, compared to a net foreign exchange gain of PLN 50.7 million (US $ 11.5 million) at the end of the second quarter of 1999. For the six months period ended June 30, 2000 PTC recorded the net foreign exchange loss of PLN 124.5 million (US $ 28.4 million). For the same period of 1999 we reported the net loss of PLN 81.0 million (US $ 18.4 million).

· EBITDA Growth

EBITDA for the second quarter of 2000 was PLN 252.6 million (US$ 57.5 million) compared to PLN 88.2 million (US $ 20.1 million) for the same period in 1999. This represents EBITDA growth 186.4% when compared to 1999 despite acquisition costs for approximately 371,373 subscribers. 
· Cost of Sales

Total cost of sales was PLN 548.1 million (US $ 125.0 million) during the second quarter of 2000, as compared with PLN 432.4 million (US $ 98.5 million) for the same period of 1999.  Gross margin was PLN 322.2 million (US $ 73.4 million) in the second quarter of 2000, compared with a gross margin of PLN 182.0 million (US $ 41.5 million) in the same period of 1999.  As a percentage of total net sales, gross margins in the second quarter of 2000 was 37.0% compared to 29.6% for the three months ended June 30, 1999.  

The increase in gross margin as a percentage of net sales from 1999 to 2000 of 7.4% is the result of the increase in gross profit from service revenues and fees of PLN 151.3 million. This reflects strong growth in the subscriber base and still high air-time usage in the second quarter of 2000.  
Cost of sales for services included interconnect costs of PLN 47.5 million for the second quarter of 2000, compared to PLN 31.7 million for the same period of 1999.

· Revenue Growth

Total revenues for the quarter ended June 30, were PLN 870.2 million (US$ 198.2 million), an increase of PLN 255.8 million (US$ 58.3 million) or 41.6% compared with the same quarter of 1999. The main source of revenue during the quarter was air-time, which consists of air-time tariffs revenues from incoming and outgoing calls, "roaming" charges and revenue from the sale of prepaid air-time cards. Other significant revenue comes from monthly service fees, service activation fees and revenues from the sale of telephones and accessories.  The increase reflects increased customer numbers of 81% from the previous year, offset by a reduction in average monthly revenues per customer (ARPU) to PLN 131 in the second quarter of 2000, from PLN 166 in the same period of 1999.






· ARPU

The average revenue per user (ARPU) was PLN 131 in the second quarter of 2000. This result is slightly better than in the first quarter of this year (130 for the first quarter 2000). The decreasing trend in ARPU reported even in the first quarter of 2000 has been reversed and in the second quarter we met the increase of ARPU on quarter-to-quarter basis. ARPU increased by PLN 1 or 0.77% from the first quarter of 2000 to the second quarter of 2000 and we believe that it suggests stabilization of this factor.  In order to stimulate increased usage, PTC introduced “cheaper minute packages”, flat rate tariff plans for specific market segments and various value-added services as well as a number of new products.  PTC expects that over time this will have a positive effect on its overall revenue growth. Looking forward, PTC anticipates that based on the growth of the Polish economy and the wireless market, wireless phones will increasingly be used not only as a mechanism for personal voice communication, but for internet and other forms of telecommunication as well. PTC believes that the continued increase in usage of these value added services will have a impact on ARPU.

· 

· 

Financing Developments

· Refinancing of Senior Debt

As of June 30, 2000 PTC drew down the Zloty tranche of PLN 485.0 million and DM tranche of US$ 25 million under the Bank Credit Facility.  Looking forward to the financing of its business plan, PTC is in the process of refinancing its Bank Credit Facility in the approximate amount of Euro 650 million. For the time being the intention list with one of the biggest banks has been signed and the due diligence has been launched. We plan to start utilizing the new Bank Credit Facility before the end of 2000. This action is also a part of PTC’s overall financing plan to limit its foreign debt exposure through maximizing the PLN tranche under the new Bank Credit Facility.






Annex 1
Profit and Loss Statement – Summary Level from SEC 6-K



(International Accounting Standards – in thousands of PLN)


Three months ended

June 30, 2000
Six months ended June 30, 2000
Three months ended

June 30, 1999
Six months ended June 30, 1999







Net sales
870,234
1,666,129
614,390
1,103,542







Cost of sales
(548,071)
(1,077,279)
(432,352)
(761,501)


-------------
---------------
-------------
-------------

Gross margin
322,163
588,850
182,038
342,041







Operating expenses
(196,171)
(363,373)
(156,924)
(260,786)


-------------
--------------
-------------
-------------

Operating profit

125,992
225,477
25,114
81,255







Non-operating items






Interest and other financial income

63,660
61,780
51,650
4,861


Interest and other financial expenses
(367,615)
(431,829)
(52,320)
(188,845)


-------------
-------------
--------------
-------------

Income /(Loss) before taxation


(177,963)
(144,572)
24,444
(102,729)







Taxation (charge) / benefit
3,718
1,871
(29,543)
(26,465)


-------------
-------------
-------------
------------

Comprehensive net income/(loss)
(174,245)
(142,701)
(5,099)
(129,194)


========
========
========
========

Annex 2
 Balance Sheet – Summary Level from SEC 6-K



(International Accounting Standards – in thousands on PLN)


At

June 30, 2000
At

December 31, 1999





Current assets




Cash and cash equivalents
102,552
1,095,509

         Short-term investment
202,583
198,468


Debtors and prepayments
470,269
409,410


Accounts receivable from 



State Treasury
12,133
54,835


Inventory
255,604
183,980


------------
------------


1,043,141
1,942,202









Long-term assets




Tangible fixed assets, net
2,965,823
2,573,905


Intangible fixed assets, net
1,022,697
1,050,775

         Financial assets
208,408
301,829


Deferred cost
93,419
85,253


-------------
-------------


4,290,347
4,011,762


-------------
-------------

Total assets
5,333,488
5,953,964


========
========





Current liabilities
1,193,503
1,179,204





Long-term interest bearing liabilities
4,087,146
4,578,412





Deferred tax liability, net
24,857
27,322





Provisions for liabilities and charges
2,877
1,220


--------------
--------------

Total liabilities
5,308,383
5,786,158


--------------
--------------

Shareholders’ equity




Share capital
471,000
471,000


Accumulated deficit
(445,895)
(303,194)


--------------
--------------


25,105
167,806


--------------
--------------

Total liabilities and Shareholders’ equity
5,333,488
5,953,964


========
========

Annex 3 Cash Flow – Summary Level from SEC 6-K



(International Accounting Standards – in thousands of PLN) 


Six months ended

June 30, 2000
Six months ended

June 30, 1999

CASH FLOWS FROM OPERATING ACTIVITIES:







Net (loss)/income before taxation
(144,572)
(102,729)





Adjustments for:



Depreciation and amortization
235,123
115,068

Charge to provision for doubtful debtors
76,149
59,540

Charge to provision for inventory
4,855
2,423

Other provisions and special funds
1,657
(277)

Unrealized foreign exchange losses, net
87,137
74,760

Loss on disposal of tangibles and intangibles
3,343
(5)

Interest expense, net
245,575
102,948


------------
------------

Operating cash flows before working capital changes
506,267
251,728





Increase in inventory
(76,479)
(16,027)

Increase in debtors, prepayments and deferred cost
(92,332)
(184,219)

Increase in trade payables and accruals
56,037
137,021


------------
------------

Cash generated from / (used in) operations
396,493
188,503





Interest paid
(245,812)
(63,234)

Income taxes paid
-
(25,549)


------------
------------

Net cash generated from / (used in) operating activities
150,681
99,720





CASH FLOWS USED IN INVESTING ACTIVITIES:







Purchases of intangible fixed assets
(139,386)
(54,832)

Purchases of tangible fixed assets
(643,029)
(466,317)

Proceeds from long term investments, net
99,012
-

Proceeds from sale of equipment and intangibles
14,541
42

Interest received
20,417
440


------------
-----------

Net cash used in investing activities
(648,445)
(520,667)





CASH FLOWS FROM FINANCING ACTIVITIES:







Proceeds from long-term borrowings
(488,349)
470,529

Net change in overdraft facility
-
(3,969)


------------
-----------

Net cash generated from financing activities
(488,349)
466,560





Net increase/(decrease) in cash and cash equivalents
(986,113)
45,613





Effect of foreign exchange changes on cash and cash equivalents
(6,844)
(3)





Cash and cash equivalents at beginning of year
1,095,509
5,695


------------
------------

Cash and cash equivalents at end of year
102,552
51,305

� The exchange rate applied is PLN 4.3907 /US $ 1


� Exchange Rate used: PLN 4.3907 / US $ 1
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