TELECOMASIA CORPORATION PUBLIC COMPANY LIMITED 

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

For the six-month periods ended 30 June 2003 and 2002


1.  Accounting policies
These interim consolidated and company financial statements have been prepared in accordance with Thai Generally 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 ractice 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 notes to the financial statements are prepared in a condensed format according to Thai Accounting Standard No. 41, “Interim Financial Reporting” and additional notes are presented as required by the Securities and Exchange Commission.
The accounting principles applied may differ from generally accepted accounting principles adopted in other countries and jurisdiction.  The accompanying interim consolidated and company financial statements are therefore not intended to present the financial position and results of operations and cash flows in accordance with jurisdictions other than Thailand.  Consequently, these interim consolidated and company financial statements are prepared based on the assumption that the users of the financial statements have an understanding of Thai generally accepted accounting principles and practices.

The interim consolidated and company financial statements have been prepared under the historical cost convention except as disclosed in the 2002 annual financial statements.

For the convenience of the user, an English translation of the interim consolidated and company financial statements have been prepared from the interim financial statements that are issued in the Thai language.

The preparation of interim financial statements in conformity with Thai generally accepted accounting principles requires management to make estimates and assumptions that affect the reported amounts of assets and liabilities, the disclosure of contingent assets and liabilities at the date of the financial statements and the amounts of revenues and expenses in the reported periods.  Actual results may differ from those estimates.

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 2002.

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. The annual tax rate used is 30%.

These interim financial statements should be read in conjunction with the 2002 annual financial statements.

2. Trade accounts receivable, net 

	
	Consolidated
	Company

	
	30 June
	31 December
	30 June
	31 December

	
	2003
	2002
	2003
	2002

	
	Baht Million
	Baht Million
	Baht Million
	Baht Million

	Receivable from TOT Corporation PCL
	2,210.40
	2,447.76
	2,210.40
	2,447.76

	Billed customers
	6,106.22
	5,757.78
	5,123.41
	4,684.24

	Receivable from related parties (Note 3)
	488.63
	418.06
	139.28
	115.68

	
	8,805.25
	8,623.60
	7,473.09
	7,247.68

	Less:  Allowance for doubtful accounts
	(1,646.19)
	(1,455.89)
	(1,307.93)
	(1,131.44)

	Trade accounts receivable, net
	7,159.06
	7,167.71
	6,165.16
	6,116.24


Outstanding trade accounts receivable as at 30 June 2003 and 31 December 2002 can be analysed as follows:

	
	Consolidated
	Company

	
	30 June
	31 December
	30 June
	31 December

	
	2003
	2002
	2003
	2002

	
	Baht Million
	Baht Million
	Baht Million
	Baht Million

	Current
	4,012.67
	4,635.76
	3,172.98
	3,703.78

	Less than 3 months
	1,022.63
	1,087.38
	784.52
	754.38

	3 - 6 months
	656.40
	641.89
	500.93
	543.73

	6 - 12 months
	1,142.40
	761.67
	1,055.64
	740.17

	More than 12 months
	1,971.15
	1,496.90
	1,959.02
	1,505.62

	
	8,805.25
	8,623.60
	7,473.09
	7,247.68

	Less:  Allowance for doubtful account
	(1,646.19)
	(1,455.89)
	(1,307.93)
	(1,131.44)

	Trade accounts receivable, net
	7,159.06
	7,167.71
	6,165.16
	6,116.24


Included in outstanding trade accounts receivable aged more than 6 months include the receivables of Baht 918.67 million (2002: Baht 955.30 million) which has no allowance been established for, being :

(
Baht 889.67 million (2002: Baht 889.67 million) relating to disputed revenue sharing on value added tax with TOT, which is expected to be settled by the rental of network facilities payable to TOT.  On 23 July 2003 the disputed revenue sharing on value added tax has been resolved.  The Company made collection from TOT on 25 July 2003; and

(
Baht 29.00 million (2002: Baht 65.63 million) relating to value added tax on assets transferred to TOT.

3. Related party transactions

The following material transactions were carried out with related parties:
i)    Sales of goods and services

	
	Consolidated
	Company

	For the six-month periods ended
	30 June
	30 June
	30 June
	30 June

	
	2003
	2002
	2003
	2002

	
	Baht Million
	Baht Million
	Baht Million
	Baht Million

	Sales of goods:
	
	
	
	

	Subsidiaries
	-
	-
	6.07
	10.41

	Joint ventures
	3.34
	29.14
	0.02
	41.85

	Associates
	0.01
	-
	-
	-

	Related companies:
	
	
	
	

	   CP Group of companies
	3.06
	17.02
	-
	-

	
	6.41
	46.16
	6.09
	52.26

	Sales of services:
	
	
	
	

	Subsidiaries
	-
	-
	34.34
	0.43

	Joint ventures
	148.21
	78.65
	31.87
	0.51

	Associates
	413.83
	422.91
	0.03
	0.05

	Related companies:
	
	
	
	

	   CP Group of companies
	575.81
	135.52
	1.37
	3.29

	
	1,137.85
	637.08
	67.61
	4.28


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 six-month periods ended
	30 June
	30 June
	30 June
	30 June

	
	2003
	2002
	2003
	2002

	
	Baht Million
	Baht Million
	Baht Million
	Baht Million

	Purchases of goods:
	
	
	
	

	Subsidiaries
	-
	-
	21.51
	259.68

	Joint ventures
	9.17
	106.77
	0.02
	-

	Related companies:
	
	
	
	

	CP Group of companies
	10.47
	14.39
	6.81
	13.74

	NEC Communication System  
	
	
	
	

	    (Thailand) Co., Ltd.
	62.05
	14.93
	62.05
	14.93

	
	81.69
	136.09
	90.39
	288.35

	Purchases of services:
	
	
	
	

	Subsidiaries
	-
	-
	925.68
	1,153.38

	Joint ventures
	8.77
	15.82
	6.25
	25.32

	Associates
	8.07
	1.09
	4.84
	0.47

	Related companies:
	
	
	
	

	CP Group of companies
	51.06
	72.24
	30.61
	20.93

	NEC Communication System 
	
	
	
	

	   (Thailand) Co., Ltd.
	7.46
	8.95
	7.47
	8.95

	Verizon Group of companies
	0.76
	1.75
	0.76
	1.75

	
	76.12
	99.85
	975.61
	1,210.80


Purchases from related companies were carried out on commercial terms and conditions and at market prices.  The Groups holds a 9.62% equity interest in NEC Communication Systems (Thailand) Co., Ltd. and the Verizon Group of companies approximately holds 10.00% of the Company’s equity.

3.    Related party transactions (Continued)
iii)  Outstanding balances arising from sales and purchases of goods and services 

	
	Consolidated
	Company

	
	30 June
	31 December
	30 June
	31 December

	
	2003
	2002
	2003
	2002

	
	Baht Million
	Baht Million
	Baht Million
	Baht Million

	Receivables from related parties:
	
	
	
	

	   (included in trade accounts receivable)
	
	
	

	Subsidiaries
	-
	-
	93.55
	77.75

	Joint ventures
	153.45
	102.60
	42.76
	35.05

	Associates
	149.99
	150.24
	0.01
	0.02

	Related companies:
	
	
	
	

	   CP Group of companies
	185.19
	165.22
	2.96
	2.86

	Total
	488.63
	418.06
	139.28
	115.68

	Less: Allowance for doubtful accounts
	(0.39)
	(0.40)
	-
	-

	Receivable, net
	488.24
	417.66
	139.28
	115.68

	
	
	
	
	

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

	Subsidiaries
	-
	-
	777.92
	756.22

	Joint ventures
	16.39
	13.21
	7.43
	16.21

	Associates
	5.83
	0.70
	5.14
	0.01

	Related companies:
	
	
	
	

	   CP Group of companies
	74.96
	14.91
	9.68
	10.38

	   NEC Communication System 

      (Thailand) Co., Ltd.
	10.48
	10.58
	7.73
	10.58

	   Verizon Group of companies
	1.01
	9.21
	10.48
	9.21

	   Kreditanstalt fuer Wiederaufbau
	0.28
	2.97
	0.28
	2.97

	
	108.95
	51.58
	818.66
	805.58


Kreditanstalt fuer Wiederaufbau (“KfW”) is the only preference shareholder of the Company and holds 18.94% of issued and paid-up share capital.

3.
Related party transactions (Continued)

iv)
Loans to joint venture

	
	Consolidated 

	
	30 June
	31 December

	
	2003
	2002

	
	Baht Million
	Baht Million

	Asia Infonet Co., Ltd.
	-
	0.78

	
	
	

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

	
	
	Baht Million

	For the six-month period ended 30 June 2003
	
	

	
	
	

	Opening net book value
	
	0.78

	Loan repayment during the period
	
	(0.78)

	Closing net book value
	
	-


The loans carry interest at Minimum Lending Rate (“MLR”).  

v)
Loans from a related party

	
	Consolidated and Company

	
	30 June
	31 December

	
	2003
	2002

	
	Baht Million
	Baht Million

	Loans from Kreditanstalt fuer Wiederaufbau (“KfW”):
	
	

	Current
	1,659.22
	1,399.80

	Non-current
	1,833.96
	5,997.36

	Total
	3,493.18
	7,397.16

	
	
	


Movement of loans from KfW can be analysed as follows:

	
	
	Consolidated and 

Company

	
	
	Baht Million

	For the six-month period ended 30 June 2003
	
	

	
	
	

	Opening net book value
	
	7,397.16

	Loan repayment during the period
	
	(3,874.94)

	Currency translation
	
	(34.32)

	Amortisation of debt issuance cost
	
	5.28

	Closing net book value 
	
	3,493.18


The secured loans from Kreditanstalt fuer Wiederaufbau (“KfW”), the Company’s preferred shareholder rank pari passu with other secured lenders.  The loans are denominated in Thai Baht and carry interest at London Interbank Officer Rate (“LIBOR”) plus a fixed percentage and Minimum Lending Rate (“MLR”) plus a fixed percentage per annum.  The related interest expenses were Baht 66.71 million and Baht 312.07 million for the six-month periods ended 30 June 2003 and 2002, respectively.  These loans are presented in the balance sheet as part of borrowings (Note 7).

4.  
Investments in subsidiaries, joint ventures and associates 

Subsidiaries undertakings

	Name of subsidiaries (holding interest)
	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

	Asianet Corporation Co., Ltd.
	
	

	   (Formerly “Interactive Media Services Co., Ltd.”)

K.I.N. (Thailand) Co., Ltd.
	Audio text services

Holding company
	Thailand

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 Vergin 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


The Company wholly owns Telecom Holding Co., Ltd. (96.40% directly owned and 3.59% indirectly owned)  and Asianet Corporation Co., Ltd. (99.99% directly owned).  All the other subsidiaries 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 2002.
4.  
Investments in subsidiaries, joint ventures and associates (Continued)

Joint ventures undertakings
	Name of joint ventures (holding interest)
	Business
	Country incorporation

	Bangkok Inter Teletech Co., Ltd. (43.86%)
	Cellular operator
	Thailand

	Asia Infonet Co., Ltd. (65.00%)
	Internet provider
	Thailand

	TA Internet Data Center Co., Ltd. (70.00%)
	Internet Data Center
	Thailand


On 29 April 2003, Asianet Corporation Co., Ltd., the Company’s subsidiary invested Baht 80.51 million or 70.00% of equity interest in a newly established company, TA Internet Data Center Co., Ltd. (TAIDC).  TAIDC will provide an internet data center services and relevant services on the internet platform.

Details of the joint ventures are set out in Note 15.


Associates undertakings

	Name of associates (holding interest)
	Business
	Country incorporation

	United Boardcasting Corporation Public Company
	
	

	   Limited (“UBC”) (30 June 2003: 39.24%, 

   31 December 2002: 40.96%)
	Pay Television
	Thailand

	Public Radio Network Co., Ltd. (32.00%)
	Telecommunication
	Thailand


As at 31 December 2002, the Group held 40.96% interest in UBC through a wholly owned subsidiary, Telecom Holding Co., Ltd.  In March 2003, a portion of investment in UBC, representing 17.93% of total issued shares of UBC was transferred to another subsidiary, Asia Multimedia Co., Ltd. (90.45% owned by the Group) as part of debt restructuring (Note 7).  Therefore the effective interest in UBC at 30 June 2003 was 39.24%, accordingly.

Movement of investments in subsidiaries, joint ventures and associates can be summarised as follows:
	
	Consolidated
	Company

	For the six-month period ended 30 June 2003
	Baht Million
	Baht Million

	
	
	

	Opening net book value
	4,009.11
	10,639.53

	Share of results
	(159.58)
	(1,772.64)

	Additional share call up of a subsidiary
	-
	111.48

	Unrealised loss on available-for-sale securities for the period
	-
	5.30

	Closing net book value
	3,849.53
	8,983.67


Share of loss in subsidiaries, joint ventures and associates in the consolidated and the Company’s statements of income for the six-month period ended 30 June 2003 included amortisation of goodwill amounting to Baht 27.91 million.

5.
Other current assets

	
	Consolidated
	Company

	
	30 June
	31 December
	30 June
	31 December

	
	2003
	2002
	2003
	2002

	
	Baht Million
	Baht Million
	Baht Million
	Baht Million

	
	
	
	
	

	Claimable value added tax
	1,050.72
	895.51
	3.41
	3.41

	Income tax deducted at source
	845.36
	680.15
	826.82
	679.51

	Advances to contractors
	464.60
	732.46
	440.39
	652.67

	Interest receivable
	126.53
	131.45
	124.70
	125.93

	Input VAT pending receipt of tax invoices
	118.69
	174.79
	62.17
	71.21

	Others
	446.02
	292.54
	152.59
	43.99

	Total
	3,051.92
	2,906.90
	1,610.08
	1,576.72


6.
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 six-month period 
	
	
	

	     ended 30 June  2003
	
	
	
	

	Opening net book value 
	5,510.09
	61,360.55
	66,870.64
	1,771.04

	Additions
	541.90
	3,405.99
	3,947.89
	80.57

	Disposals
	(23.51)
	(3.41)
	(26.92)
	-

	Reclassifications
	(8.58)
	116.13
	107.55
	166.35

	Depreciation/amortisation charge
	(579.57)
	(4,373.89)
	(4,953.46)
	(134.66)

	Closing net book value 
	5,440.33
	60,505.37
	65,945.70
	1,883.30


	
	Company

	
	Property, plant and equipment
	

	
	Non-
	
	
	Intangible

	
	Network
	Network
	Total
	Assets

	
	Baht
	Baht
	Baht
	Baht

	
	Million
	Million
	Million
	Million

	For the six-month period 
	
	
	

	     ended 30 June  2003
	
	
	
	

	Opening net book value 
	644.95
	40,228.15
	40,873.10
	1,176.96

	Additions
	68.52
	1,006.63
	1,075.15
	80.57

	Disposals
	(1.10)
	(3.38)
	(4.48)
	-

	Reclassifications
	0.25
	119.17
	119.42
	208.05

	Depreciation/amortisation charge
	(98.45)
	(3,120.32)
	(3,218.77)
	(119.29)

	Closing net book value 
	614.17
	38,230.25
	38,844.42
	1,346.29


	
	Consolidated
	Company

	
	Baht Million
	Baht Million

	
	
	

	Capital commitments
	
	

	As at 30 June 2003 
	2,393.08
	924.06

	As at 31 December 2002 
	2,792.85
	1,183.88


7.
Borrowings

The Group’s borrowings are denominated in Thai Baht, United States Dollar and Japanese Yen.
	
	Consolidated
	Company

	
	30 June
	31 December
	30 June
	31 December

	
	2003
	2002
	2003
	2002

	
	Baht Million
	Baht Million
	Baht Million
	Baht Million

	Current
	
	
	
	

	- Bank overdrafts
	802.32
	26.62
	-
	-

	- Finance leases
	468.50
	514.03
	-
	-

	- Bank and finance institution
	
	
	
	

	     borrowings
	16,362.09
	4,950.35
	3,714.52
	2,882.90

	- Debentures
	515.48
	363.18
	515.48
	363.18

	Total Current
	18,148.39
	5,854.18
	4,230.00
	3,246.08

	Non-Current
	
	
	
	

	- Finance leases
	396.82
	506.78
	-
	-

	- Bank and finance institution
	
	
	
	

	      borrowings
	23,835.10
	36,416.06
	22,645.64
	28,054.39

	- Debentures
	20,749.52
	17,719.26
	20,749.52
	17,719.26

	- Suppliers credit
	4,574.93
	4,687.78
	4,574.93
	4,687.78

	Total Non-Current
	49,556.37
	59,329.88
	47,970.09
	50,461.43

	
	
	
	
	

	Total Borrowings
	67,704.76
	65,184.06
	52,200.09
	53,707.51


Movement of borrowings can be analysed as follows:

	
	Consolidated
	Company

	
	Baht Million
	Baht Million

	For the six-month period ended 30 June 2003
	
	

	
	
	

	Opening net book value 
	65,184.06
	53,707.51

	Addition of borrowings
	
	

	- principal
	8,623.18
	3,291.94

	- non-cash finance leases
	137.68
	                 -

	- interest
	5.82
	5.82

	Repayment of borrowings
	(6,149.94)
	(4,709.47)

	Currency translation
	(238.19)
	(152.98)

	Amortised of debt issuance cost
	142.15
	57.27

	Closing net book value
	67,704.76
	52,200.09


Bank and financial institution borrowings include the borrowings of a joint venture at the Company’s portion amounting to Baht 11,039.33 million.  The borrowings are due for repayment in March 2004.  Therefore they are classified as current portion of borrowings in the consolidated balance sheet as at 30 June 2003.  The joint venture is in process of negotiation to reschedule the borrowings.  It is envisaged that the process will be completed prior to the maturity of such existing borrowings.

Baht debentures

On 18 February 2003 the Company issued secured debentures with periodic payments, TelecomAsia Corporation Public Company Limited No. 1/2003, which are due in 2007.  The Company issued 3.319 million units of debentures at par value of Baht 1,000 per unit, totalling Baht 3,319 million.  The debentures carry interest at the fixed rate of 5.80% per annum, payable on an quarterly basis commencing from 7 April 2003 through 7 October 2007.  The principal of debentures will be redeemed by installment on every interest payment date commencing on 7 January 2005 onwards.  The Company paid for issued debentures amounting to Baht 27.06 million.

7.
Borrowings (Continued)

Debt restructuring of subsidiaries

In December 2001, Telecom Holding Company Limited (“TH”) commenced a process of negotiation 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 pursuant to the Debts Restructuring Agreement 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 a realistic recovery for the creditors’ indebtedness.  Subject to the terms and conditions under the Agreement, the concerned parties have to carry on a 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 the series of transactions stipulated in the Agreement, resulting in a decrease in the Group’s indebtedness amounting to Baht 655.25 million, which repaid its principal amounting to Baht 550.00 million.  The Group recognised this gain from debt restructuring (net of related expenses) in the consolidated statement of income for the year ended 31 December 2002, effecting earnings by Baht 0.03 per share.  The Groups are carrying on the next phase as stipulated in the Agreement.

On 7 March 2003, TH and a subsidiary entered into a series of agreements with TH’s creditors.  The principal provisions include, among others, the followings:

1.
TH novates its certain outstanding obligation and the contingent liabilities of Baht 2,047.12 million and 228.96 million, respectively to its subsidiary.

2.
TH transfers to its subsidiary the shares of its investment in UBC as consideration for aforementioned novation.

3.
The outstanding debts and the contingent liabilities novated to and assumed by certain subsidiary shall be restructured as specified in the Schedule 2 of the agreements.

This novated debts are secured with shares of investment in subsidiaries and an associate of TH and its subsidiary as stipulated in the agreements and carry interest at the average MLR quoted by four banks plus a fixed percentage per annum or the highest MLR among four banks, whichever is lower.
In accordance with Thai Accounting Standard No. 34 “Accounting for Troubled Debt Restructuring”, the fair value of future liability has been calculated and compared with the carrying value of the liabilities.  The difference is insignificant.

8.
Other current liabilities

	
	Consolidated
	Company

	
	30 June
	31 December
	30 June
	31 December

	
	2003
	2002
	2003
	2002

	
	Baht Million
	Baht Million
	Baht Million
	Baht Million

	
	
	
	
	

	Other payables
	2,352.75
	2,173.29
	2,130.81
	1,885.13

	Output VAT pending issuance 

   of tax invoice
	215.64
	195.00
	125.32
	115.83

	Unearned income
	277.05
	230.51
	152.31
	130.59

	Others
	518.08
	438.16
	147.27
	102.55

	Total
	3,363.52
	3,036.96
	2,555.71
	2,234.10



9.
Share capital, premium and discount on share capital

	
	Number of

Shares
	Common

Shares 
Baht
	Preferred

Shares

Baht
	Share

Premium

(Discount)
	Total

	
	Million
	Million
	Million
	Baht Million
	Baht Million

	At 31 December 2002
	3,694.50
	29,947.43
	6,997.54
	7,995.09
	44,940.06

	- Conversion of preferred 
	
	
	
	
	

	       shares
	-
	0.56
	(0.56)
	-
	-

	At 30 June 2003
	3,694.50
	29,947.99
	6,996.98
	7,995.09
	44,940.06


The total authorised number of shares is 4,389.23 million shares (2002: 4,446.12 million shares) with a par value of Baht 10 per share (2002: Baht 10 per share).  All issued shares are fully paid.

On 11 April 2003, at the Annual General Shareholders Meeting 1/2546 of the Company, the shareholders approved the reduction of the authorised share capital from Baht 44,461,181,920 to Baht 38,897,788,110 by cancelling the authorised common shares but not yet issued of 556,339,381 shares so as to be in accordance with the  provision of the Public Limited Company Act.   In addition, the shareholders also approved an increase of authorised share capital from Baht 38,897,788,110 to Baht 43,892,281,600 by issuing 499,449,349 new common shares at a par value of Baht 10 each in accordance with the past resolution at the Extraordinary General Meeting No. 1/2545 of the Company and to have shares reserve for the exercise of the warrants under the ESOP 2003 Project.  The Company registered the reduction and an increase of authorised share capital with the Ministry of Commerce on 24 April 2003 and 25 April 2003, respectively.

Equity warrants

As approved at the Annual General Shareholders Meeting 1/2546, on 17 June 2003, the Company issued 19,862,729 units of equity warrants to the Company’s directors and employees at executive level.  One unit of equity warrant will be entitled to purchase one common share at Baht 5.20 per share.

10.
Consolidated segment information

For the six-month period ended 30 June 2003

	
	Baht Million 

	
	Wireline
	DDN
	Wireless
	Multimedia
	Internet
	Other
	Group

	
	
	
	
	
	
	
	

	Revenues
	8,263.90
	645.00
	3,733.98
	541.12
	155.36
	502.04
	13,841.40

	Segment results
	2,594.65
	386.31
	(1,279.15)
	72.46
	36.34
	65.07
	1,875.68

	Unallocated costs
	
	
	
	
	
	
	(1,648.25)

	Operating profit
	
	
	
	
	
	
	227.43


For the six-month period ended 30 June 2002

	
	Baht Million 

	
	Wireline
	DDN
	Wireless
	Multimedia
	Internet
	Other
	Group

	
	
	
	
	
	
	
	

	Revenues
	8,017.65
	562.99
	2,437.04
	447.80
	105.09
	650.24
	12,220.81

	Segment results
	2,630.27
	354.38
	(2,523.03)
	(4.72)
	17.17
	134.43
	608.50

	Unallocated costs
	
	
	
	
	
	
	(1,379.59)

	Operating loss
	
	
	
	
	
	
	(771.09)


11.
Cost of services

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

	
	Consolidated
	Company

	For the six-month periods ended
	30 June
	30 June
	30 June
	30 June

	
	2003
	2002
	2003
	2002

	
	Baht Million
	Baht Million
	Baht Million
	Baht Million

	Cost of services:
	
	
	
	

	Depreciation and amortisation
	4,976.21
	4,115.61
	3,415.06
	3,219.80

	Revenue sharing
	2,691.47
	1,926.68
	2,396.49
	2,657.92

	Network operating expenses
	2,222.03
	1,972.69
	1,265.05
	1,234.33

	Total
	9,889.71
	8,014.98
	7,076.60
	7,112.05


12.
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 six-month periods ended
	30 June
	30 June
	30 June
	30 June

	   
	2003
	2002
	2003
	2002

	
	Baht Million
	Baht Million
	Baht Million
	Baht Million

	
	
	
	
	

	Inventories write down 
	5.12
	66.50
	-
	-

	
	
	
	
	

	Impairment charge of property,

  plant and equipment
	-
	1,561.47
	-
	1,553.47

	
	
	
	
	

	Gain on repayment of borrowings
	-
	(108.40)
	-
	-


13.
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 (2003: 2,994.76 million shares; 2002: 2,530.50 million shares).

For the three-month period ended 30 June 2003 and for the six-month periods ended 30 June 2003 and 2002

Diluted loss per share does not include the effect of 699.74 million shares of convertible preferred shares and 174.83 Million of stock options on an as-if-converted method, as the effect of their inclusion is antidilutive.  For the six-month periods ended 30 June 2003 and 2002, there were no potentially dilutive common equivalent shares.
For the three-month period ended 30 June 2002

Diluted loss per share is calculated by dividing the net loss attributable to common shareholders by the weighted average number of common shares in issue and adjusted to assume conversion of all dilutive potential common shares during the period.

14.
Cash flows from operating activities

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

	
	Consolidated
	Company

	
	30 June
	30 June
	30 June
	30 June

	
	2003
	2002
	2003
	2002

	
	Baht Million
	Baht Million
	Baht Million
	Baht Million

	
	
	
	
	

	Loss before minority interest
	(1,899.37)
	(5,238.97)
	(1,874.75)
	(5,241.86)

	Add:  Interest expense
	2,228.34
	1,814.95
	1,616.39
	1,386.58

	                 Income tax
	73.21
	99.55
	-
	-

	Profit (loss) before interest and tax
	402.18
	(3,324.47)
	(258.36)
	(3,855.28)

	Adjustments for:
	
	
	
	

	Depreciation and amortisation
	5,437.64
	4,282.89
	3,551.66
	3,315.16

	(Gain) loss on disposal of
	
	
	
	

	   property, plant and equipment
	(17.86)
	(41.76)
	4.43
	2.03

	Doubtful accounts
	406.91
	222.37
	166.49
	163.32

	Impairment loss of investment
	-
	5,721.99
	-
	-

	Impairment loss of

   property, plant and equipment and intangible assets
	-
	1,561.47
	-
	1,553.47

	Inventories write down 
	5.12
	66.49
	-
	-

	Other operating assets written-off
	22.70
	2.97
	-
	-

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

	Gain on repayment of borrowing
	-
	(108.40)
	-
	-

	Unrealised gain on foreign exchange
	(387.70)
	(958.53)
	(164.47)
	(1,192.25)

	Unrealised gain on trade securities
	(1.21)
	-
	-
	-

	Share of (profit) loss in subsidiaries,
	
	
	
	

	   joint ventures and associates
	187.49
	(1,240.18)
	1,800.55
	5,123.43

	Changes in operating assets and
	
	
	
	

	   liabilities
	
	
	
	

	- Short term investment
	(312.00)
	-
	-
	-

	- Trade accounts receivable
	(436.16)
	(729.68)
	(245.28)
	(111.42)

	- Inventories
	61.25
	(698.04)
	(80.85)
	(303.57)

	- Other current assets
	192.47
	(100.35)
	231.76
	212.35

	- Other non-current assets
	(9.37)
	(94.05)
	(0.22)
	1.08

	- Trade accounts payable
	(445.63)
	81.40
	(153.05)
	(496.07)

	- Accrued expenses and 
	
	
	
	

	    other current liabilities
	(44.91)
	1,444.95
	(111.64)
	430.37

	- Other non-current liabilities
	(127.46)
	14.11
	-
	-

	Cash generated from operations
	4,933.46
	5,159.93
	4,741.02
	4,842.62

	Less: Interest paid
	(1,854.29)
	(1,758.24)
	(1,256.15)
	(1,371.76)

	         Income tax paid
	(368.37)
	(194.70)
	(250.84)
	(85.91)

	Net cash from operating activities
	2,710.80
	3,206.99
	3,234.03
	3,384.95


15.
Interest in joint ventures 

The Company indirectly owned equity interests in Asia Infonet Co.,Ltd. (“AI”) and TA Internet Data Center Co., Ltd. (“TAIDC”) at 65% and 70% respectively. These two companies are engaged in Internet provider and Internet data center. The Company directly owned 43.86% interest in Bangkok Inter Teletech Co., Ltd. (“BITCO”) which holds 99.86% shares in TA 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 revenues and expenses of the joint ventures included in the consolidated balance sheets and statements of income:

	
	30 June 2003
	31 December 2002

	
	BITCO
	AI
	TAIDC
	BITCO
	AI

	
	Baht Million
	Baht Million
	Baht Million
	Baht Million
	Baht Million

	Cash and cash equivalents
	918.73
	12.00
	10.55
	2,211.01
	36.90

	Other current assets
	1,797.76
	137.76
	70.20
	1,865.82
	43.74

	Non-current assets
	93.75
	8.79
	0.47
	84.76
	8.58

	Property, plant and equipment
	15,080.02
	23.32
	0.56
	13,343.95
	21.43

	Intangible assets, net
	110.99
	-
	-
	114.20
	-

	
	
	
	
	
	

	Total assets
	18,001.25
	181.87
	81.78
	17,619.74
	110.65

	Current liabilities
	(13,482.38)
	(98.68)
	(0.05)
	(2,656.76)
	(55.53)

	Non-current liabilities
	(1,697.93)
	(0.61)
	-
	(10,694.49)
	(0.74)

	
	
	
	
	
	

	Total liabilities
	(15,180.31)
	(99.29)
	(0.05)
	(13,351.25)
	(56.27)

	
	
	
	
	
	

	Net assets
	2,820.94
	82.58
	81.73
	4,268.49
	54.38

	Proportionate interest in joint 
	
	
	
	
	

	   venture capital commitments
	1,469.02
	-
	-
	1,609.74
	-

	Proportionate interest in joint 
	
	
	
	
	

	   venture contingent liabilities
	31.11
	0.50
	-
	30.11
	0.50

	
	
	
	
	
	

	
	
	
	
	
	

	
	30 June 2003
	31 December 2002

	
	BITCO
	AI
	TAIDC
	BITCO
	AI

	
	Baht

 Million
	Baht 

Million
	Baht 

Million
	Baht 

Million
	Baht 

Million

	
	
	
	
	
	

	Revenues
	2,610.99
	155.36
	-
	707.75
	105.09

	Profit (loss) before interest

   and tax
	(1,459.26)
	36.56
	(0.59)
	(1,276.41)
	17.30

	Financial income
	7.91
	0.05
	0.03
	10.69
	0.02

	Income tax
	(0.34)
	(15.34)
	-
	-
	-

	
	
	
	
	
	

	Profit (loss) after tax
	(1,451.69)
	21.27
	(0.56)
	(1,265.72)
	17.32

	Depreciation and amortisation
	828.85
	2.96
	-
	57.15
	2.42


16.
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 at 30 June 2003 and 31 December 2002

	
	Consolidated
	Company

	
	
	
	Mortgaged Value
	
	

	
	2003
	2002
	2003
	2002
	2003
	2002

	
	Baht
	Baht
	Baht
	Baht
	Baht
	Baht

	
	Million
	Million
	Million
	Million
	Million
	Million

	
	
	
	
	
	
	

	Fixed and savings deposits
	5,205.21
	4,482.28
	-
	-
	4,084.74
	3,626.166

	Investment in shares of subsidiaries   

   and associates
	3,846.77
	4,006.23
	-
	-
	-
	-

	Land, building and machinery
	849.15
	880.51
	1,300.00
	1,000.00
	-
	-


In addition, the Group and the Company’s rights to operate network assets are secured against borrowings (Note 7).
17.
Contingencies

The bank guarantees provided by banks on behalf of the Group to third parties are as follows:
	
	Consolidated
	Company

	
	Million
	 Million

	
	
	

	As at 30 June 2003 :
	
	

	Baht
	540.06
	343.06

	As at 31 December 2002 :
	
	

	Baht
	453.43
	343.12

	United State Dollars
	1.50
	-


18.
Post balance sheet event

The Company’s Audit Committee approved these interim financial statements on 8 August 2003.

TelecomAsia Corporation Public Company Limited 

Interim Financial Statements (Unaudited)

30 June 2003
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