TELECOMASIA CORPORATION PUBLIC COMPANY LIMITED 

Notes to the Interim Consolidated and Company Financial Statements  (Unaudited)

For the nine-month periods ended 30 September 2002 and 2001


1. Accounting policies
These interim consolidated and company financial statements are prepared in accordance with Thai General Accepted Accounting Principles under the Accounting Act B.E. 2543, being those Thai Accounting Standards issued by the Institute of Certified Accountants and Auditors of Thailand and approved under law by the Board of Supervision of Auditing Practice appointed by the Minister of Commerce under the Auditor Act B.E. 2505, and the financial reporting requirements of the Securities and Exchange Commission.  The primary financial statements (i.e. balance sheets, statements of income, changes in shareholders’ equity, retained earnings and cash flows) are prepared in the full format as required by the Securities and Exchange Commission.

The accounting policies used in the preparation of the interim financial statements are consistent with those used in the annual financial statements for the year ended 31 December 2001.
Where necessary, comparative figures have also been adjusted to conform with the changes in presentation in the current period.

Costs that incur unevenly during the financial year are recognised as expense or deferred in the interim report only if it would be appropriate to recognise or defer such costs at the end of the financial year.

Income tax expense is recognised based on the best estimate of the weighted average annual income tax rate expected for the full financial year.

These interim financial statements should be read in conjunction with the 2001 annual financial statements.

2.
Trade accounts receivable, net

	
	Consolidated
	Company

	
	30 September
	31 December
	30 September
	31 December

	
	2002
	2001
	2002
	2001

	
	Baht Million
	Baht Million 
	Baht Million
	Baht Million 

	Receivable from TOT Corporation PCL
	2,571.07
	2,979.42
	2,571.07
	2,979.42

	Billed customers
	5,193.62
	3,033.38
	4,235.28
	2,867.11

	Receivable from related parties (Note 3)
	365.64
	149.04
	139.28
	86.67

	
	8,130.33
	6,161.84
	6,945.63
	5,933.20

	Less:  Allowance for doubtful accounts
	(1,050.83)
	(472.18)
	(960.00)
	(425.50)

	Trade accounts receivable, net
	7,079.50
	5,689.66
	5,985.63
	5,507.70


Outstanding trade accounts receivable as at 30 September  2002 and 31 December 2001 can be analysed as follows:

	
	Consolidated
	Company

	
	30 September
	31 December
	30 September
	31 December

	
	2002
	2001
	2002
	2001

	
	Baht Million
	Baht Million
	Baht Million
	Baht Million

	Current
	3,860.61
	2,440.81
	3,058.59
	2,246.19

	Less than 3 months
	1,438.51
	1,130.16
	1,073.38
	1,113.05

	3 - 6 months
	732.64
	418.92
	723.69
	405.17

	6 - 12 months
	523.46
	442.76
	517.72
	467.89

	More than 12 months
	1,575.11
	1,729.19
	1,572.25
	1,700.90

	
	8,130.33
	6,161.84
	6,945.63
	5,933.20

	Less:  Allowance for doubtful accounts
	(1,050.83)
	(472.18)
	(960.00)
	(425.50)

	Trade accounts receivable, net
	7,079.50
	5,689.66
	5,985.63
	5,507.70


Outstanding trade accounts receivable aged more than 6 months include the receivables of Baht 972.76 million (2001: Baht 1,546.42 million) which has no allowance been established for, being:

(
Baht 889.67 million (2001 : Baht 889.67 million) relating to disputed revenue sharing on value added tax with TOT, which is expected to settle by the rental of network facility payable to TOT;

(
Baht 83.09 million (2001 : Baht 57.03 million) relating to value added tax on assets transferred to TOT; and

(
Baht 599.72 million as at 31 December 2001 for the fault notification and dropwire maintenance services charged to TOT which were collected during the nine-month period ended 30 September 2002.

3.
Related party transactions 
The following material transactions were carried out with related parties:
i)
Sales of goods and services
	
	Consolidated
	Company

	For the nine-month periods ended
	30 September
	30 September
	30 September
	30 September

	
	2002
	2001
	2002
	2001

	
	Baht Million
	Baht Million
	Baht Million
	Baht Million

	Sales of goods:
	
	
	
	

	Subsidiaries
	-
	-
	16.31
	-

	Joint ventures
	46.94
	0.31
	57.45
	-

	Related companies:
	
	
	
	

	   CP Group of companies
	69.79
	36.49
	-
	-

	
	116.73
	36.80
	73.76
	-

	Sales of services:
	
	
	
	

	Subsidiaries
	-
	-
	0.64
	0.68

	Joint ventures
	112.93
	3.65
	0.72
	0.42

	Associates
	634.51
	656.39
	0.06
	0.01

	Related companies:
	
	
	
	

	   CP Group of companies
	229.03
	90.00
	4.52
	1.08

	
	976.47
	750.04
	5.94
	2.19


Sales to the related companies were carried out on commercial terms and conditions and at market prices.  CP Group of companies are the major shareholders of the Company.

ii)
Purchases of goods and services
	
	Consolidated
	Company

	For the nine-month periods ended
	30 September
	30 September
	30 September
	30 September

	
	2002
	2001
	2002
	2001

	
	Baht Million
	Baht Million
	Baht Million
	Baht Million

	Purchases of goods:
	
	
	
	

	Subsidiaries
	-
	-
	329.69
	224.20

	Joint ventures
	120.67
	0.02
	-
	-

	Associates
	-
	0.18
	-
	-

	Related companies:
	
	
	
	

	CP Group of companies
	18.31
	52.98
	17.37
	47.43

	NEC Communication System  
	
	
	
	

	    (Thailand) Co., Ltd.
	68.35
	22.69
	68.35
	22.69

	
	207.33
	75.87
	415.41
	294.32


	Purchases of services:
	
	
	
	

	Subsidiaries
	-
	-
	1,719.76
	1,530.50

	Joint ventures
	17.47
	0.47
	26.50
	1.95

	Associates
	2.26
	1.17
	0.56
	0.04

	Related companies:
	
	
	
	

	CP Group of companies
	95.21
	35.95
	30.52
	14.67

	NEC Communication System 
	
	
	
	

	   (Thailand) Co., Ltd.
	11.43
	13.38
	11.43
	13.38

	Verizon Group of companies
	2.39
	3.41
	2.39
	3.41

	
	128.76
	54.38
	1,791.16
	1,563.95


Purchases from related companies were carried out on commercial terms and conditions and at market prices.  The Group holds 9.62% equity interest in NEC Communication Systems (Thailand) Co., Ltd. and Verizon Group of companies holds 12.51% of the Company’s equity interest.  

3.
Related party transactions (Continued)

iii)
Outstanding balances arising from sales and purchases of goods and services 

	
	Consolidated
	Company

	
	30 September
	31 December
	30 September
	31 December

	
	2002
	2001
	2002
	2001

	
	Baht Million
	Baht Million
	Baht Million
	Baht Million

	
	
	
	
	

	Receivables from related parties:
	
	
	
	

	Subsidiaries
	-
	-
	74.58
	85.49

	Joint ventures
	127.59
	20.74
	61.83
	1.05

	Associates
	151.24
	82.80
	-
	-

	Related companies:
	
	
	
	

	   CP Group of companies
	86.81
	45.50
	2.87
	0.13

	Total (Note 2)
	365.64
	149.04
	139.28
	86.67

	Less: Allowance for doubtful accounts
	(0.39)
	(0.07)
	-
	-

	Receivables, net
	365.25
	148.97
	139.28
	86.67

	
	
	
	
	

	Payables to related parties:
  (included in Trade accounts payable)
	
	
	
	

	Subsidiaries
	-
	-
	710.48
	997.12

	Joint ventures
	15.94
	25.46
	17.60
	45.54

	Associates
	0.60
	0.26
	-
	-

	Related companies:
	
	
	
	

	   CP Group of companies
	8.01
	19.52
	4.58
	16.57

	   NEC Communication System 

      (Thailand) Co., Ltd.
	7.28
	58.96
	7.28
	58.96

	   Verizon Group of companies
	8.27
	42.08
	8.27
	42.08

	   Kreditanstalt fuer Wiederaufbau
	1.67
	7.57
	1.67
	7.57

	   Others
	-
	1.37
	-
	-

	
	41.77
	155.22
	749.88
	1,167.84


Kreditanstalt fuer Wiederaufbau (“KfW”) is the only preference shareholder of the Company and holds 21.65% interest in total voting right (31 December 2001 : 21.72%).
3.
Related party transactions (Continued)
iv)
Short-term loans to joint venture

	
	Consolidated 

	
	30 September
	31 December

	
	2002
	2001

	
	Baht Million
	Baht Million

	Asia Infonet Co., Ltd.
	1.37
	2.65

	
	
	

	Movement of loans to Asia Infonet Co., Ltd. can be analysed as follows:
	Consolidated

	
	
	Baht Million

	For the nine-month period ended 30 September 2002
	
	

	
	
	

	Opening amount
	
	2.65

	Interest payment during the period
	
	(1.28)

	Closing amount 
	
	1.37


v)
Loans from a related party

	
	Consolidated and Company

	
	30 September
	31 December

	
	2002
	2001

	
	Baht Million
	Baht Million

	Loans from Kreditanstalt fuer Wiederaufbau
	
	

	Current
	1,032.67
	419.77

	Non-current
	16,751.27
	18,273.40

	Total (Note 8)
	17,783.94
	18,693.17

	
	
	

	
	Consolidated and Company

	
	30 September
	30 September

	
	2002
	2001

	
	Baht Million
	Baht Million

	
	
	

	Interest expense during the period
	462.38
	1,051.44


Movement of loan from KfW can be analysed as follows:

	
	
	Consolidated and Company

	
	
	Baht Million

	For the nine-month period ended 30 September 2002
	
	

	
	
	

	Opening amount, net
	
	18,693.17

	Loan repayment during the period
	
	(632.34)

	Currency translation
	
	(285.19)

	Amortisation of debt issuance cost
	
	8.30

	Closing amount, net 
	
	17,783.94


The secured loans from Kreditanstalt fuer Wiederaufbau (“KfW”) ranks pari passu with other secured lenders.  The loans carry interest at rates of LIBOR +1% to +1.75% per annum.  

4.  
Investments in subsidiaries, associates and joint venture

Principal subsidiaries undertakings
	Name of subsidiaries
	Business
	Country incorporation

	Asia DBS Public Company Limited (89.99%)
	DBS system operator
	Thailand

	
	
	

	Asia Multimedia Co., Ltd. (90.45%)
	NON-POTS and 

   multimedia services 
	Thailand

	Asia Wireless Communication Co., Ltd.
	PCT operator
	Thailand

	Interactive Media Services Co., Ltd.
	Audio text services
	Thailand

	K.I.N. (Thailand) Co., Ltd.
	Holding company
	Thailand

	Nilubon Co., Ltd.
	Rental services
	Thailand

	
	
	

	Tele Engineering and Services Co., Ltd.
	Construction and 

   distributor
	Thailand

	Telecom Equipment Manufacturing Co., Ltd. (59.99%)
	Telecom equipment 

   manufacturer
	Thailand

	Telecom Holding Co., Ltd.
	Holding company
	Thailand

	Telecom International Co., Ltd.
	Holding company
	Thailand

	Telecom Training and Development Co., Ltd.
	Training service
	Thailand

	
	
	

	U-Net Co., Ltd.
	Construction and 

   distributor
	Thailand

	Wire & Wireless Co., Ltd. (87.50%)
	Construction and 

   distributor
	Thailand

	W 7 Rental Services Ltd.
	Rental services
	Thailand

	Yai Kaew Co., Ltd.
	Investment in property
	Thailand

	K.I.N. (Thailand) Co., Ltd. (a foreign company)
	Holding company
	British Virgin Island

	Nilubon Co., Ltd. (a foreign company)
	Holding company
	British Virgin Island

	TA Orient Telecom Investment Co., Ltd.
	Holding company
	British Virgin Island

	Telecom Asia (China) Co., Ltd.
	Communication
	British Virgin Island

	Telecom International China Co., Ltd.
	Communication
	British Virgin Island


All subsidiaries, besides Telecom Holding Co., Ltd. which are 96.40% directly owned and 3.59% indirectly owned, are indirectly wholly owned by the Company unless otherwise stated.  All holdings are in the ordinary share capital of the undertaking concerned and are unchanged from 2001.

4.  
Investments in subsidiaries, associates and joint venture (Continued)

Investments in subsidiaries and associates are as follows:

	At 30 September  2002
	Consolidated  

	
	
	
	
	
	Investment
	Investment-

	
	
	
	Paid-up
	
	-At Cost
	At Equity

	
	
	
	Capital
	%
	Method
	Method

	
	
	
	Baht
	Ownership
	Baht
	Baht

	
	Business
	Relationship
	Million
	interest
	Million
	Million

	Associates:
	
	
	
	
	
	

	United Broadcasting Corporation Public

    Company Limited
	Pay Television
	Shareholder
	7,407.74
	40.96
	4,619.75
	4,183.48

	Public Radio Network 

    Co., Ltd.
	Telecommunication
	Shareholder
	10.00
	32.00
	3.20
	-

	Total investments in 

  associates
	
	
	
	
	4,622.95
	4,183.48


	At 31 December 2001
	Consolidated  

	
	
	
	
	
	Investment
	Investment-

	
	
	
	Paid-up
	
	-At Cost
	At Equity

	
	
	
	Capital
	%
	Method
	Method

	
	
	
	Baht
	Ownership
	Baht
	Baht

	
	Business
	Relationship
	Million
	interest
	Million
	Million

	Associates:
	
	
	
	
	
	

	United Broadcasting Corporation Public Company Limited
	Pay Television
	Shareholder
	7,407.74
	40.96
	4,619.75
	4,492.13

	Public Radio Network 

    Co., Ltd.
	Telecommunication
	Shareholder
	10.00
	32.00
	3.20
	-

	Total investment in 

  associates
	
	
	
	
	4,622.95
	4,492.13


	At 30 September 2002
	Company  

	
	
	
	
	
	Investment
	Investment-

	
	
	
	Paid-up
	
	-At Cost
	At Equity

	
	
	
	Capital
	%
	Method
	Method

	
	
	
	Baht
	Ownership
	Baht
	Baht

	
	Business
	Relationship
	Million
	interest
	Million
	Million

	Subsidiary:
	
	
	
	
	
	

	Telecom Holding Co., Ltd.
	Investment Holding
	Shareholder
	13,339.14
	96.40
	12,859.14
	6,902.60

	Joint venture:
	
	
	
	
	
	

	Bangkok Inter Teletech Co., Ltd.
	Cellular Operator
	Shareholder
	15,000.00
	41.00
	5,455.97
	2,226.53

	Total  
	
	
	
	
	18,315.11
	9,129.13


4.  
Investments in subsidiaries, associates and joint venture (Continued)

	At 31 December 2001
	Company  

	
	
	
	
	
	Investment
	Investment-

	
	
	
	Paid-up
	
	-At Cost
	At Equity

	
	
	
	Capital
	%
	Method
	Method

	
	
	
	Baht
	Ownership
	Baht
	Baht

	
	Business
	Relationship
	Million
	interest
	Million
	Million

	Subsidiary:
	
	
	
	
	
	

	Telecom Holding Co., Ltd.
	Investment Holding
	Shareholder
	12,000.00
	99.99
	12,000.00
	6,941.33

	Joint venture:
	
	
	
	
	
	

	Bangkok Inter Teletech

   Co., Ltd.
	Cellular Operator
	Shareholder
	15,000.00
	41.00
	5,455.97
	4,214.30

	Total  
	
	
	
	
	17,455.97
	11,155.63


Movement of investments in subsidiaries and associates is as follows:

	
	Consolidated
	Company

	For the nine-month periods ended
	30 September
	30 September

	
	2002
	2002

	
	Baht Million
	Baht Million

	
	
	

	Opening amount
	4,492.13
	11,155.63

	Addition investment
	-
	859.14

	Share of results
	(308.65)
	(7,586.31)

	Unrealised loss on available-for-sale securities for the period
	-
	(785.71)

	Reversal of unrealised loss on available-for-sale securities (Note 6)
	-
	5,486.38

	Closing amount
	4,183.48
	9,129.13


The share of results includes Baht 285.04 million representing the amortisation charge of goodwill in respect of acquisition of associate undertakings.  Investments in associate undertakings as at 30 September 2002 include goodwill of Baht 4,370.71 million, net of accumulated amortisation of Baht 1,366.96 million.

Investment in associate at the carrying value of Baht 4.18 billion is secured against a subsidiary’s borrowings (Note 8).

Share of results from subsidiaries and associates in the statements of income for the nine-month period ended 30 September 2002 are the net of the amortisation of negative goodwill amounting to Baht 2,158.34 million.

5.
Other current assets

	
	Consolidated
	Company

	
	30 September
	31 December
	30 September
	31 December

	
	2002
	2001
	2002
	2001

	
	Baht Million
	Baht Million
	Baht Million
	Baht Million

	
	
	
	
	

	Advances to contractors
	682.89
	1,220.74
	504.18
	875.05

	Income tax deducted at source
	676.40
	508.50
	662.95
	498.38

	Claimable value added tax
	815.92
	352.96
	36.23
	36.23

	Input VAT pending receipt of tax invoices
	130.28
	158.15
	59.54
	121.96

	Interest receivable
	132.70
	132.23
	125.22
	123.43

	Others
	497.16
	267.97
	340.27
	199.67

	Total
	2,935.35
	2,640.55
	1,728.39
	1,854.72


6. 
Investments
	
	Consolidated

	
	30 September
	31 December

	
	2002
	2001

	
	Baht Million 
	Baht Million 

	Investment:
	
	

	Current
	279.09
	177.34

	Non-current
	52.32
	1,088.59

	Total
	331.41
	1,265.93

	
	
	

	Current
	
	

	Available-for-sale securities
	9.82
	12.34

	General investment - Time deposit
	269.27
	165.00

	Total
	279.09
	177.34

	Non-current
	
	

	Available-for-sale securities
	-
	1,036.27

	General investment - non-marketable equity securities
	52.32
	52.32

	Total
	52.32
	1,088.59


Movement of available-for-sale-securities:

	
	Consolidated

	
	Baht Million 

	For the nine-month period ended 30 September  2002
	

	Current:
	

	Opening amount, net
	12.34

	Currency translation
	(0.04)

	Revaluation deficit
	(2.48)

	Closing amount, net 
	9.82

	Non current:
	

	Opening amount, net
	1,036.27

	Currency translation
	(17.43)

	Revaluation deficit
	(783.23)

	Reversal of unrealised loss on available-for-sale securities (Note 4)
	5,486.38

	Impairment charge
	(5,721.99)

	Closing amount, net
	-


Non-current investments are shares in FLAG Telecom Holdings Limited (“FLAG”) that have been pledged as collateral against borrowings.
On 12 April 2002, FLAG, which is an indirect investment of the Company  (through K.I.N. (Thailand) Co., Ltd.) in the proportion of 9.28% shareholding, filed a voluntary petition (the “Petition”) under Chapter 11 of the United States Bankruptcy Code.  As a result of the Petition, the Group recorded an impairment charge in the value of the investment by Baht 5,721.99 million on FLAG in accordance with Thai Accounting Standard No. 36 “Impairment of Assets”.

On 26 September 2002, FLAG announced confirmation of Plan of Reorganisation (the “Plan”) by the United States Bankruptcy Court.  Accordingly, FLAG’s ongoing business operations will be no longer subject to the restrictions imposed by the Chapter 11 process or the United State Bankruptcy Court.  The Plan is expected to become effective in October 2002.

7.
Capital expenditure and commitments 

	
	Consolidated

	
	Property, plant and equipment
	

	
	Non-
	
	
	Intangible

	
	Network
	Network
	Total
	Assets

	
	Baht
	Baht
	Baht
	Baht

	
	Million
	Million
	Million
	Million

	
	
	
	

	For the nine-month period ended 30 September  2002
	
	
	

	Opening amount, net 
	4,056.02
	59,976.64
	64,032.66
	804.30

	Additions
	1,668.59
	5,553.73
	7,222.32
	239.05

	Reclassification
	(29.18)
	29.18
	-
	-

	Disposals
	(13.21)
	(1.78)
	(14.99)
	-

	Adjustments
	8.06
	(286.20)
	(278.14)
	79.66

	Impairment charge
	(8.00)
	(1,562.47)
	(1,570.47)
	-

	Depreciation/amortisation charge
	(600.06)
	(5,684.76)
	(6,284.82)
	(78.49)

	Closing amount, net 
	5,082.22
	58,024.34
	63,106.56
	1,044.52


In the third quarter, borrowing of certain joint venture secured against mortgage of land and building of subsidiary of its Group.
	
	Company

	
	Property, plant and equipment
	

	
	Non-
	
	
	Intangible

	
	Network
	Network
	Total
	Assets

	
	Baht
	Baht
	Baht
	Baht

	
	Million
	Million
	Million
	Million

	
	
	
	

	For the nine-month period ended 30 September  2002
	
	
	

	Opening amount, net 
	611.75
	46,121.63
	46,733.38
	206.62

	Additions
	165.25
	1,670.88
	1,836.13
	236.00

	Disposals
	(4.73)
	(1.67)
	(6.40)
	-

	Adjustments
	7.64
	75.86
	83.50
	79.77

	Impairment charge
	-
	(1,562.47)
	(1,562.47)
	-

	Depreciation/amortisation charge
	(135.68)
	(4,535.66)
	(4,671.34)
	(52.88)

	Closing amount, net 
	644.23
	41,768.57
	42,412.80
	469.51


	
	Consolidated
	Company

	
	Baht Million
	Baht Million

	
	
	

	Capital commitments as at 30 September  2002 
	7,872.04
	1,800.31

	Capital commitments as at 31 December 2001 
	10,106.00
	1,426.00


8.
Borrowings

The borrowings shown below are denominated in Thai Baht, United States Dollar and Japanese Yen.

	
	Consolidated
	
	Company

	
	30 September
	
	31 December
	
	30 September
	
	31 December

	
	2002
	
	2001
	
	2002
	
	2001

	
	Baht Million 
	
	Baht Million 
	
	Baht Million 
	
	Baht Million 

	Current
	
	
	
	
	
	
	

	Finance leases
	480.65
	
	231.93
	
	-
	
	-

	Bank and finance institution
	
	
	
	
	
	
	

	  borrowings
	4,736.50
	
	2,982.36
	
	2,845.86
	
	1,170.66

	Total Current
	5,217.15
	
	3,214.29
	
	2,845.86
	
	1,170.66

	Non-Current
	
	
	
	
	
	
	

	Finance leases
	517.43
	
	400.07
	
	-
	
	-

	Bank and finance institution
	
	
	
	
	
	
	

	  borrowings
	53,885.79
	
	53,780.56
	
	47,053.05
	
	50,974.25

	Suppliers credit
	8,233.89
	
	7,763.55
	
	8,233.89
	
	7,763.55

	Total Non-Current
	62,637.11
	
	61,944.18
	
	55,286.94
	
	58,737.80

	
	
	
	
	
	
	
	

	Total Borrowings
	67,854.26
	
	65,158.47
	
	58,132.80
	
	59,908.46


Bank and finance institution borrowings under current and non-current liabilities included the secured loans amounting to Baht 17.78 billion (2001: Baht 18.69 billion) from Kreditanstalt fuer Wiederaufbau (“KfW”) which as at March 2000 became a related party (Note 3).

Movement of borrowings can be analysed as follows:

	
	Consolidated
	
	Company

	
	Baht Million
	
	Baht Million

	For the nine-month period ended 30 September 2002
	
	
	

	Opening amount, net 
	65,158.47
	
	59,908.46

	Additions of borrowings
	6,575.02
	
	34.64

	Repayment of borrowings
- cash transactions
	(2,750.94)
	
	(1,780.44)

	
- non-cash transactions
	(1,150.26)
	
	-

	Currency translation
	(64.18)
	
	(52.82)

	Amortised debt issuance cost
	86.15
	
	22.96

	Closing amount, net
	67,854.26
	
	58,132.80


The borrowing amounts are net of unamortised debt issuance costs, amounting to Baht 293.02 million for consolidated and Baht 122.88 million for the Company.

Secured borrowings:

The borrowings of the Group include Baht 5,006.67 million which represents the Group’s proportionated interest in loans of a joint venture, BITCO.  The loans represent long-term loans from local and overseas financial institutions for financing the construction of mobile phone network equipment.  The loans are denominated in both Baht and United States Dollar, secured against the investments in subsidiaries and mortgage of land and building of a subsidiary in BITCO Group of companies and guaranteed by another subsidiary in BITCO Group of companies.  The loans carry interest at London Interbank Offer Rate (“LIBOR”) plus a fixed percentage per annum and Minimum Lending Rate (“MLR”) plus a fixed percentage per annum, and are due for repayment during the year 2004.  Under the terms of the loan agreements, the subsidiary in BITCO Group of companies must comply with certain conditions throughout the period of the loans, such as to maintain debt to equity ratio of the subsidiary in BITCO Group of companies which is determined according to the terms as specified in the loan agreements.

8.
Borrowings (Continued)

Effective on 30 April 2002, the SAILS Mandatory Exchangeable Securities Contracts dated 3 October 2000 and 26 March 2001 among K.I.N. (Thailand) Co., Ltd. (“K.I.N.”), Telecom Holding Co., Ltd. and Credit Suisse First Boston International (“CSFBI”) (collectively, the “SAILS Contracts”) were terminated because all related parties have agreed to unwind the SAILS transactions early as the result of the voluntary petition under Chapter 11 of the United States Bankruptcy Code by FLAG Telecom Holdings Limited (“FLAG”).  Consequently K.I.N. delivered a total of 2,185,000 shares in FLAG to CSFBI and the rights and obligations of all parties under the SAILS Contracts were released.  As a result, the borrowings of Baht 943.25 million accounted for the SAILS transactions were eliminated (non-cash repayment) and recorded as gain on sales of investment in the consolidated statements of income.

On 3 June 2002, the Company entered into Loan Agreement (“Agreement”) with International Finance Corporation (“IFC”).  The loan is denominated in Thai Baht amounting to Baht 1,125.00 million and carries interest at a fixed percentage per annum as stipulated in the Agreement and is due for repayment on 15 June 2011.  Under the term of the Agreement, the Company must comply with certain conditions as specified in the Agreement.  This loan was fully drawndown during October 2002 to partially refinance the Company’s existing US Dollars debts.

Baht debentures

On 28 June 2001, at the Extraordinary Shareholders’ Meeting 1/2001 of the Company, the shareholders approved the Company to issue and offer to sell various types of debentures domestically to the public and/or institutional investors in whole or in part which could be single or multiple offering in order to repay existing debt.  The debentures will be issued in Thai Baht, within the principal amount of not over Baht 36,000 million, or equivalent, in any other foreign currencies.  The type of debentures issued will be amortisation or bullet payment, secured or unsecured debentures, which suit prevailing market conditions at interest rate, subject to the prevailing market conditions at the time of the issue and offering.  The said debentures will not mature over in excess of 20 years.

The completion of the above transaction is also subject to approval from relevant creditors of the Company, and the satisfaction of certain other conditions precedent.  Subsequently, the Company was granted the consent from the creditors.

On 15 October 2002, the Company issued two tranches of debentures which details are the following:

1.
Early redeemable secured debenture with periodic payments of TelecomAsia Corporation Public Company Limited No. 1/2545, due in 2008.  The Company issued 11,715,400 units of debenture at par value of Baht 1,000 per unit, valuing in the amount of Baht 11,715.40 million.  The debentures carry interest at the fixed rate of 6.1% per annum, payable on a quarterly basis commencing from 7 January 2003 through 7 July 2008.  The principal of debentures will be redeemed by installment  on every interest payment date commencing on 7 January 2003 onwards.

2.
Partially guaranteed early redeemable secured debenture with periodic payments of TelecomAsia Corporation Public Company Limited No. 2/2545, due in 2011.  The Company issued 6,750,000 units of debenture at par value of Baht 1,000 per unit, valuing in the amount of Baht 6,750 million.  The debentures carry interest at Minimum Lending Rate (“MLR”) per annum, payable on a quarterly basis commencing from 3 February 2003 through 3 February 2011.  The principal of debentures will be redeemed by installment on every interest payment date commencing on 3 November 2009 onwards. 
8.
Borrowings (Continued)

Reschedule of borrowing/debt restructuring:

Telecom Holding Company Limited (“TH”), a subsidiary of the Company requested consent from its local commercial banks (“Creditors”) to extend the deadline for repayment of the remainder of the 60% of its total Outstanding Debts, amounting to Baht 1.17 billion pursuant to the Debt Restructuring Agreement from 30 December 2000 to 30 December 2001.  Subsequently, the Creditors consented to reschedule the amount due and payable by TH to 30 December 2001.

In December 2001, TH commenced the process of negotiating with its Creditors to extend the deadline for repayment of the remaining amount of the rescheduled 60% (Baht 1.17 billion) plus the 5% (Baht 155.8 million) of the total Outstanding Debts from 30 December 2001 to 30 December 2002.

On 30 July 2002, TH and certain of its subsidiaries entered into the Restructuring Agreement (“Agreement”) with its  existing creditors to achieve the realistic recovery for the creditors’ indebtedness.  Subject to the terms and conditions under the Agreement, the concerned parties have to carry on the series of transactions as stipulated in the Agreement.  By the end of August 2002, TH and  certain of its subsidiaries had accomplished the first phase of  series of transactions stipulated in  the Agreement, resulting in a decrease in the Group’s indebtedness amounting to Baht 1,155.25 million, which repaid its principal amounting to Baht 1,050.00 million.  The Company recognised gain from debt restructuring in the consolidated statements of income.

As more fully explained in Note 18 to the 2001 annual financial statements, on 15 May 2002, a subsidiary of Telecom Holding Company Limited paid all Transfer Price to the Assignor.  The amount of Baht 108.40 million was recognised as gain on repayment of borrowing under “Other revenues” in the consolidated statements of income (non-cash repayment).
9.
Other current liabilities

	
	Consolidated
	Company

	
	30 September
	31 December
	30 September
	31 December

	
	2002
	2001
	2002
	2001

	
	Baht Million 
	Baht Million 
	Baht Million 
	Baht Million 

	
	
	
	
	

	Other payable
	1,855.25
	1,383.91
	1,472.49
	1,093.94

	Output VAT pending issuance of tax invoice
	185.34
	231.38
	106.42
	176.58

	Unearned income
	234.25
	227.98
	142.10
	166.34

	Others
	289.24
	300.70
	96.12
	158.12

	Total
	2,564.08
	2,143.97
	1,817.13
	1,594.98


10.
Share capital, premium and discount on share capital

	
	Number of
	Common
	Preferred
	Share
	

	
	Issued
	Shares
	Shares
	Premium
	

	
	Shares
	Baht
	Baht
	(Discount)
	Total

	
	Million
	Million
	Million
	Baht Million
	Baht Million

	
	
	
	
	
	

	At 31 December 2001
	3,232.50
	25,305.00
	7,020.00
	9,616.93
	41,941.93

	Conversion of  preferred shares
	-
	22.46
	(22.46)
	-
	-

	At 30 September 2002
	3,232.50
	25,327.46
	6,997.54
	9,616.93
	41,941.93


The total authorised number of shares is 3,427.78 million shares (2001 : 3,390.65 million shares) with a par value of Baht 10 per share (2001 : Baht 10 per share).  All issued shares of 3,232.50 million shares (2001 : 3,232.50 million shares) are fully paid.  The unissued shares totaling of 195.28 million shares will be issued as follows:

-
To directors and senior executives under Stock Option Plan of year 2000                                     58.15 million shares


None of the eligible stock options have been exercised as at 30 September 2002.

-
To directors and senior executives under Stock Option Plan of year 2002                                     37.13 million shares


None of the eligible stock options have been exercised as at 30 September 2002.

-
To concerned parties in consideration for additional interest in joint venture                               100.00 million shares

On 12 April 2002, at the Annual General Shareholders Meeting 1/2002 of the Company, the shareholders approved the followings:

1.
The issuance and offering of the warrants to purchase the Company’s common shares to directors and employees at executive level of the Company and certain of its subsidiaries in the total number of not exceeding 35 persons (“ESOP”).  The total number of warrants to be offered is not exceeding 37,131,597 units.  The exercise price is Baht 10.60 per common share.  The warrants will be exercisable within a period of not exceeding 5 years from the issuance and offering date.

2.
The increase of authorised shares capital from Baht 33,906,499,780 to Baht 34,277,815,750 by issuing 37,131,597 new common shares at par value of Baht 10 per share for the exercise of the rights to purchase the common shares of the Company under the warrants to be issued and offered under the ESOP.

The Company registered the increase of 3,427,781,575 authorised shares capital with the Ministry of Commerce on 25 April 2002.

Pursuant to the Terms and Material Information of Purchase Rights dated 31 March 2000 (“Terms”), Kreditanstalt fuer Wiederaufbau (“KfW”) has granted the rights to the qualified shareholders of the Company to purchase common shares issued upon the conversion of the preference shares from KfW to enable the shareholders to maintain their existing equity position on the Company in connection with the increase in capital and the issuance of the said preference shares.

On 29 March 2002, which was the first exercise date, the qualified shareholders exercised the purchase rights of KfW in the amount of 2,246,470 shares and the Company completed the registration of the conversion of the preference shares into the common shares with the Ministry of Commerce on 10 April 2002.

On 18 September 2002, at the Extraordinary General Shareholders Meeting No. 1/2545 of the Company, the shareholders approved an increase of registered shares capital from Baht 34,277,815,750 to Baht 44,461,181,920 by issuing 1,018,336,617 new common shares at a par value of Baht 10 per share in order to mainly increase its investment in certain joint venture and to partly repay certain indebtedness.  The Company registered the increase of Baht 44,461,181,920 authorised shares capital with the Ministry of Commerce on 4 October 2002.  The Company registered newly issued and paid up shares capital of 461,997,236 common shares with Ministry of Commerce on 29 October 2002.

11.
Consolidated segment information

For the nine-month period ended 30 September 2002

	
	Baht Million 

	
	Wireline
	DDN
	Wireless
	Multimedia
	Internet
	Other
	Group

	
	
	
	
	
	
	
	

	Revenues
	12,065.83
	901.23
	3,967.22
	671.83
	160.83
	960.73
	18,727.67

	Segment results
	3,959.67
	568.92
	(3,308.79)
	(5.50)
	21.61
	161.44
	1,397.35

	Unallocated costs
	
	
	
	
	
	
	(2,081.41)

	Operating loss
	
	
	
	
	
	
	(684.06)


For the nine-month period ended 30 September 2001

	
	Baht Million 

	
	Wireline
	DDN
	Wireless
	Multimedia
	Internet
	Other
	Group

	
	
	
	
	
	
	
	

	Revenues
	11,550.01
	308.43
	2,368.14
	667.30
	107.45
	209.93
	15,211.26

	Segment results
	3,715.27
	135.96
	1.49
	(41.75)
	15.62
	(14.68)
	3,811.91

	Unallocated costs
	
	
	
	
	
	
	(1,931.33)

	Operating profit
	
	
	
	
	
	
	1,880.58


12.
Cost of services

Cost of services account includes major operating and administrative expenses directly related to the provision of telephone and other services.

	
	Consolidated
	
	Company

	For the nine-month periods ended
	30 September
	
	30 September
	
	30 September
	
	30 September

	
	2002
	
	2001
	
	2002
	
	2001

	
	Baht Million 
	
	Baht Million 
	
	Baht Million 
	
	Baht Million 

	
	
	
	
	
	
	
	

	Depreciation and amortisation
	6,323.83
	
	5,733.22
	
	4,860.35
	
	4,499.08

	Revenue sharing
	3,059.13
	
	2,366.98
	
	3,987.19
	
	3,492.32

	Network operating expenses
	3,111.83
	
	2,232.69
	
	1,818.60
	
	1,879.18

	Total
	12,494.79
	
	10,332.89
	
	10,666.14
	
	9,870.58


13.
Significant unusual items charged to operating results


The following items of unusual nature have been charged to the operating results during the interim periods.

	
	Consolidated
	
	Company

	For the nine-month periods ended
	30 September
	
	30 September
	
	30 September
	
	30 September

	   
	2002
	
	2001
	
	2002
	
	2001

	
	Baht Million 
	
	Baht Million 
	
	Baht Million 
	
	Baht Million 

	
	
	
	
	
	
	
	

	Inventories write down (reverse)
	72.88
	
	(20.61)
	
	-
	
	-

	
	
	
	
	
	
	
	

	Impairment charge of property,

  plant and equipment and intangible

  assets (reverse)
	1,561.47
	
	(14.03)
	
	1,553.47
	
	-

	
	
	
	
	
	
	
	

	Reversal of impairment charge of 

  investment property
	-
	
	(7.37)
	
	-
	
	-

	
	
	
	
	
	
	
	

	Gain on repayment of borrowing and debt restructuring
	213.64
	
	-
	
	-
	
	-


The Company expects to replace a portion of its existing Intelligent Network System (“IN System”) by a new system with substantially improved capabilities.  The new IN System enables the Company to provide a variety of new Value Added Services to its fixed line customers and also accommodates a substantial increase in PCT subscribers when compared with the existing system.  As a result, the Company impaired the value of the IN System that has to be replaced amounting to Baht 1,562.47 million in accordance with the Thai Accounting Standard No. 36 “Impairment of Assets”.

14.
Loss per share

Basic loss per share is calculated by dividing the net loss attributable to common shareholders by the weighted average number of common shares outstanding during the period (2002: 2,531.56 million shares; 2001: 2,223.00 million shares).

Diluted loss per share does not include the effect of 699.75 million shares of convertable preferred shares and 195.28 stock options on an as-if-converted method, as the effect of their inclusion is antidilutive.  For the nine-month period ended 30 September 2002, there were no potentially dilutive common equivalent shares.

15.
Cash flows from operating activities

Reconciliation of loss before minority interest to cash flows from operating activities:

	
	Consolidated
	Company

	
	30 September
	30 September
	30 September
	30 September

	
	2002
	2001
	2002
	2001

	
	Baht Million
	Baht Million
	Baht Million
	Baht Million

	
	
	
	
	

	Loss before minority interest
	(6,623.20)
	(3,206.33)
	(6,622.93)
	(3,169.52)

	Add:  Interest expense
	2,735.43
	3,737.31
	2,095.64
	2,976.17

	                 Income tax
	116.61
	56.47
	-
	-

	Loss before interest and tax
	(3,771.16)
	587.45
	(4,527.29)
	(193.35)

	Adjustments for 
	
	
	
	

	Depreciation and amortisation
	6,707.82
	5,878.87
	5,005.13
	4,612.89

	(Gain) loss on disposal of
	
	
	
	

	   property, plant and equipment
	(42.79)
	(89.95)
	4.85
	2.94

	Doubtful accounts
	457.51
	115.37
	357.14
	86.91

	Impairment loss of investment
	5,721.99
	-
	-
	-

	Reverse impairment loss of 
	
	
	
	

	 investment property
	-
	(7.37)
	-
	-

	Impairment loss (reverse) on

   property, plant and equipment and

   intangible assets
	1,561.47
	(14.03)
	1,553.47
	-

	Loss  (reverse) on decline in value of inventories
	72.88
	(36.17)
	-
	-

	Other operating asset write-off
	2.97
	3.04
	-
	-

	Gain on sale of available-for-sale securities
	(943.25)
	-
	-
	-

	Gain on repayments of borrowing and debt restructuring
	(213.64)
	(0.35)
	(0.01)
	(0.35)

	Unrealised (gain) loss on foreign exchange
	216.91
	685.66
	(40.65)
	888.95

	Share of (profit) loss in subsidiaries
	
	
	
	

	   and associated companies
	(1,849.69)
	614.12
	5,427.98
	1,186.79

	Changes in operating assets and
	
	
	
	

	   liabilities
	
	
	
	

	- Trade accounts receivable
	(1,915.99)
	(456.26)
	(906.04)
	(446.38)

	- Inventories
	(725.02)
	(503.69)
	(454.37)
	(573.13)

	- Other current assets
	(396.35)
	41.07
	274.37
	2.97

	- Other non-current assets
	(139.24)
	(27.05)
	(0.50)
	0.07

	- Trade accounts payable
	(351.12)
	(333.32)
	(843.89)
	(676.84)

	- Accrued expenses and 
	
	
	
	

	    other current liabilities
	967.09
	670.99
	348.65
	543.11

	- Other non-current liabilities
	33.36
	1.02
	-
	-

	Cash generated from operations
	5,393.75
	7,129.40
	6,198.84
	5,434.58

	Less: Interest paid
	(2,657.42)
	(3,559.29)
	(2,074.68)
	(2,875.29)

	         Income tax paid
	(351.45)
	(240.20)
	(164.57)
	(110.62)

	Net cash from operating activities
	2,384.88
	3,329.91
	3,959.59
	2,448.67


16.
Interest in joint ventures 

The Group has a 65% interest in a joint venture, Asia Infonet Co., Ltd. (“AI”) which operates as an Internet provider and 41% in Bangkok Inter Teletech Co., Ltd. (“BITCO”) that holds 99.99% in TA Orange Co., Ltd. (formerly known as C.P. Orange Co., Ltd.), an operator of 1800 MHz cellular telephone system.  The following amounts represent the Group’s share of the assets and liabilities and revenue and expenses of the joint ventures included in the consolidated balance sheets and income statements:

	
	30 September 2002
	31 December 2001

	
	BITCO
	AI
	BITCO
	AI

	
	Baht Million
	Baht Million
	Baht Million
	Baht Million

	Cash and restricted cash
	512.48
	36.00
	1,676.06
	13.53

	Other current assets
	1,575.83
	34.37
	637.03
	27.07

	Non-current assets
	34.96
	9.12
	22.73
	9.08

	Property, plant and equipment
	7,992.82
	17.36
	4,147.63
	18.60

	Intangible assets, net
	108.29
	-
	112.93
	-

	Total assets
	10,224.38
	96.85
	6,596.38
	68.28

	Current liabilities
	(2,677.70)
	(50.00)
	(2,163.36)
	(39.83)

	Non-current liabilities
	(5,277.85)
	(0.77)
	(232.47)
	(0.92)

	Total liabilities
	(7,955.55)
	(50.77)
	(2,395.83)
	(40.75)

	Net assets
	2,268.83
	46.08
	4,200.55
	27.53

	Proportionate interest in joint venture

  capital commitments
	5.97 billion
	nil
	8.68 billion
	nil

	Proportionate interest in joint venture

  contingent liabilities
	100.94 million
	0.50 million
	218.59 million
	0.90 million

	
	
	
	
	

	
	
	
	
	

	
	30 September 2002
	30 September 2001

	
	BITCO
	AI
	BITCO
	AI

	
	Baht Million
	Baht Million
	Baht Million
	Baht Million

	Revenues
	1,474.87
	160.83
	-
	153.84

	(Loss) profit before interest and tax
	(1,936.35)
	21.67
	-
	19.63

	Financial income
	13.36
	0.04
	-
	0.02

	Income tax
	-
	(4.09)
	-
	-

	
	
	
	
	

	(Loss) profit after tax
	(1,922.99)
	17.62
	-
	19.65

	Depreciation and amortisation
	319.98
	3.61
	-
	3.57


17.
Collateral

Under the terms of various agreements, the Company’s and certain subsidiaries’ assets have been pledged and/or mortgaged as collateral with the contracted parties, details of which are as follows:

	
	Carrying Value 

	
	Consolidated
	Company

	
	30 September 2002
	31 December 

2001
	30 September 2002
	31 December 

2001

	
	Baht Million
	Baht Million
	Baht Million
	Baht Million

	
	
	
	
	

	Fixed and savings deposits
	4,005.57
	4,576.45
	3,184.79
	4,018.29

	Available-for-sale securities
	-
	1,036.27
	-
	-

	Investment in shares of 

   subsidiaries, associates

   and joint venture

   (excluding investment in
	
	
	
	

	   shares of certain

   subsidiaries pledged as

   collateral, which have
	
	
	
	

	   been eliminated in the

   consolidated financial
	
	
	
	

	   statements)
	4,180.48
	4,488.91
	-
	-

	Land, building and 

   machinery (at mortgaged 

   value of Baht 1.00 billion)
	896.46
	943.76
	-
	-


18.
Contingencies

The bank guarantees provided by the bank on behalf of the Company, its subsidiaries and joint ventures to third parties are as follows:

	
	Consolidated
	Company

	
	Baht Million
	Baht Million

	
	
	

	As at 30 September  2002 
	609.72
	342.42

	As at 31 December 2001 
	684.85
	342.32


19.
Post balance sheet events

1. 
On 31 October 2002, the Company additionally invested approximately Baht 3 billion in BITCO where the Company holds  41% resulting in an increase of  the Company’s equity interest in BITCO to approximately 44%.
2.

The Company plans to invest in a 10.76% of the ordinary shares of a certain company which establishes as a Central Service Bureau for clearing electronic payment transactions.  Management believes that this investment will bring about the Company the higher potential in the business competitiveness.

3.

The Company’s Audit Committee authorised these financial statements for issue on 11 November 2002.

TelecomAsia Corporation Public Company Limited 
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30 September  2002
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