True Corporation Public Company Limited 

Notes to the Consolidated and Company Financial Statements 

For the years ended 31 December 2004 and 2003


1. General information

True Corporation Public Company Limited (“the Company”) is a public limited company, incorporated and resident in Thailand.  The address of its registered office is 18 True Tower, Ratchadaphisek Road, Huai Khwang, Bangkok, Thailand.  The Company is listed on the Stock Exchange of Thailand.

The Company and its subsidiaries, joint ventures, associates and other related companies (together the “True Group”, or “the Group”) are principally engaged in the telecommunications and diversified communications industries.  The Group’s core business is providing telecommunications services and various value-added services, which include, among others, Digital Data Network (“DDN”), Public Telephone, Personal Communication Telephone (“PCT”) Service, Multimedia, Internet Service Provider (“ISP”), and Cellular Telephone Service.
The Group’s activities included those carried out under concession agreements with State Enterprises, as set out in Note 2.

On 31 March 2004 the Company registered to change its company name from TelecomAsia Corporation Public Company Limited to True Corporation Public Company Limited.

2. Concession agreements

Telephone services

In August 1991, the Company entered into the Joint Operation and Joint Investment for Expansion of Telephone Services Agreement (“the Concession”) with the Telephone Organisation of Thailand (“TOT”).

The Concession, a Build Transfer Operate (“BTO”) concession, as amended and supplemented, granted the Company the right to construct and provide fixed line telephone services for up to 2.6 million lines in the Bangkok Metropolitan Area. The Company was responsible for:

1) procuring and constructing the expansion of the existing TOT network.

2) on completion of construction of the network expansion, transferring legal ownership of certain network assets, land and buildings to TOT.
3) in consideration of the transferred assets receiving a right to operate, maintain the network and provide certain services for 25 years including:

· fixed line telephone

· Personal Communication Telephone 

· public telephone (Build Operate Transfer)
· Digital Data Network 

· acceptance of fault notification and drop wire maintenance

· customer service centre

Under the provisions of the Concession, TOT and the Company share the gross revenues collected from operating the networks according to stipulated percentages. 

Additionally, as required by the Concession, the Company has placed letters of guarantee issued by certain local banks in favour of TOT, totaling Baht 300 million, to guarantee the Company’s compliance with the terms of the Concession.

NON-POTS services

In August 1997, the Group entered into a Joint Investment in NON-POTS services through a multimedia network agreement with TOT.  Under the terms of the agreement, the Group has certain commitments such as, among others, to acquire, install, manage and maintain the hardware and equipment for NON-POTS services.  The Group is also committed to transfer to TOT all hardware and equipment pertaining to such system when the installations are completed.  This agreement is for a period of twenty years commencing from the agreement date, and the Group is unable to terminate it unless certain criteria specified in the agreement have been met.  During the term of the agreement, the Group is entitled to collect the service fees, membership fees and other service fees from customers as stipulated in the agreement.

The Group has placed a letter of guarantee issued by certain local bank in favour of TOT amounting to Baht 5 million to guarantee the Group’s compliance with the terms of the agreement.

2.
Concession agreements (Continued)
Internet services

In October 1996, the Group entered into the Joint Investment in the Internet Services Agreement (the “Agreement”) with the Communications Authority of Thailand (“CAT”) to provide commercial internet services to users throughout Thailand for a 10 year term.  Under the terms of the Agreement the Group is required to provide its internet service over facilities leased from CAT or authorities approved by CAT.

Under the terms of the Agreement the Group has certain commitments including acquiring, installing, managing and maintaining all equipment necessary to provide internet services. The legal ownership of the system assets is transferred to CAT as installations are completed.  As consideration for the transferred system assets, CAT granted the Group a ten year operating right to provide internet services and collect customer deposits, membership and other service fees as set out in the Agreement.

The Group has placed letters of guarantee issued by certain local banks in favour of CAT totaling Baht 0.5 million to guarantee the Group’s compliance with the terms of the Agreement.
Cellular telephone services

The Group has invested in share capital of Bangkok Inter Teletech Co., Ltd. (“BITCO”), the sole shareholder of TA Orange Co., Ltd. (“TA Orange”).  TA Orange is an operator of a nationwide cellular network under a Build Transfer Operate concession granted by CAT dated 20 June 1996 which was subsequently amended on 8 September 2001.

Under the terms of the Concession agreement TA Orange has certain commitments including acquiring, installing, managing and maintaining all equipment necessary to provide nationwide cellular telephone services.  The legal ownership of the system assets is transferred to CAT as installations are completed.  In addition TA Orange is required to pay annual fees to CAT based on the percentage of service income or a minimum fee as specified in the agreement whichever is higher.  As consideration for the transferred system assets and committed fees, CAT granted TA Orange a seventeen year right to provide cellular telephone services and collect customer service fees as stipulated in the agreement.

The Group has placed letters of guarantee issued by certain local banks in favour of CAT totaling Baht 300 million to guarantee the Group’s compliance with the terms of the agreement.

3.
Accounting policies

The principal accounting policies adopted in the preparation of these consolidated and Company financial statements are set out below.

a)
Basis of preparation

The 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 under the Accounting Profession Act B.E. 2547, and the financial reporting requirements of the Securities and Exchange Commission.
The accounting principles applied may differ from generally accepted accounting principles adopted in other countries and jurisdictions.  The accompanying 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 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.

3.
Accounting policies (Continued)
a)
Basis of  preparation (Continued)
The consolidated and Company financial statements have been prepared under the historical cost convention except as disclosed in the accounting policies below.  

The preparation of 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.  Although these estimates are based on management’s best knowledge of current events and actions, actual results may differ from those estimates.
Where necessary, comparative figures have been adjusted to conform with changes in presentation in the current year.  
For the convenience of the user, an English translation of the consolidated and Company financial statements has been prepared from the statutory financial statements that are issued in the Thai language.

b)
Group accounting

(1) Subsidiary undertakings

Subsidiary undertakings, which are those companies in which the Group, directly or indirectly, has an interest of more than one half of the voting rights or otherwise has power to exercise control over the operations are consolidated.  Subsidiaries are consolidated from the date on which effective control is transferred to the Group and are no longer consolidated from the date that control ceases.  All intercompany transactions, balances and unrealised gains on transactions between group companies are eliminated; unrealised losses are also eliminated unless cost cannot be recovered.  Where necessary, accounting policies for subsidiaries have been changed to ensure consistency with the policies adopted by the Group.  Separate disclosure is made for minority interests in the consolidated balance sheet and statement of income.

Subsidiary undertakings are reported by using the equity method of accounting in the Company’s separate financial statements.

A list of the Group’s principal subsidiary undertakings is set out in Note 12.

(2)
Associate undertakings

Investments in associate undertakings are accounted for by the equity method of accounting.  These are undertakings in which the Group generally has between 20% and 50% of the voting rights, or over which the Group has significant influence, but which it does not control.  Unrealised gains on transactions between the Group and its associate undertakings are eliminated to the extent of the Group’s interest in the associate undertakings; unrealised losses are also eliminated unless the transactions provide evidence of an impairment of the asset transferred.  Goodwill represents the excess of the cost of an acquisition over the fair value of the Group’s share of the net assets of the acquired associate undertakings at the date of acquisition.  Goodwill on acquisitions of associate undertakings is included in the balance sheet as part of investment in associate and is amortised using the straight-line method over its estimated useful life of 15 years.

The Group’s investment in associate undertakings includes goodwill net of accumulated amortisation on acquisition.  Equity accounting is discontinued when the carrying amount of the investment in an associate undertakings reaches zero, unless the Group has incurred obligations or guaranteed obligations in respect of the associate undertakings.

Associate undertakings are reported by using the equity method of accounting in the Company’s separate financial statements.  

Details of the Group’s principal associate undertakings is set out in Note 12.

3.
Accounting policies (Continued)
(3)
Joint ventures

The Group’s interests in jointly controlled entities are accounted for by proportionate consolidation.  Under this method the Group includes its share of the joint ventures’ individual income and expenses, assets and liabilities and cash flows in the relevant components of the consolidated financial statements.  In the Company financial statements the equity method is applied for interests in joint ventures.  

Details of the Group’s principal joint ventures are set out in Note 32.

c)
Financial instruments

Financial instruments carried in the balance sheet include cash and bank balances, investments, receivables, trade creditors, leases and borrowings.  The particular recognition methods adopted are disclosed in the individual policy statements associated with each item.
The Group is also party to financial instruments that reduce exposure to fluctuations in foreign currency exchange.  These instruments which mainly comprise foreign currency forward contracts are not recognised in the financial statements on inception. 

Foreign currency forward contracts protect the Group from movements in exchange rates by establishing the rate at which a foreign currency asset and liability will be settled.  Any increase or decrease in the amount required to settle the asset or liability is offset by a corresponding movement in the value of the forward exchange contract.  The gains and losses are therefore offset for financial reporting purposes and are not recognised in the financial statements.  The fee incurred in establishing each agreement is amortised over the contract period, if any.

d)
Foreign currency translation

Statements of income of foreign entities are translated into the Group’s reporting currency at weighted average exchange rates for the year and balance sheets are translated at the exchange rates ruling on          31 December.  Exchange differences arising from the translation of the net investment in foreign subsidiaries at the date of the reclassification, have been recorded in the “Foreign currency translation adjustment” in shareholders’ equity.  When a foreign entity is reclassified as a foreign operation that is integral to the operation of the Group, the translated amounts for non-monetary items at the date of the change are treated as the historical cost for those items in the period of change and subsequent periods.  Exchange differences which have been deferred are not recognised as income or expenses until the disposal of the operation.

Statements of income of foreign operations that are integral to the operations of the Group are translated into the Group’s reporting currency at average exchange rates for the year and the monetary items are translated at the exchange rates ruling on 31 December, while the non monetary items are translated at the date of the transactions. Exchange differences arising from the translation have been recorded as income or expense for the year.
Foreign currency transactions in the Group are accounted for at the exchange rates prevailing at the date of the transactions. Gains and losses resulting from the settlement of such transactions and from the translation of monetary assets and liabilities denominated in foreign currencies, are recognised in the statements of income.  Such balances are translated at year-end exchange rates unless hedged by forward foreign exchange contracts, in which case the rates specified in such forward contracts are used.

e)
Cash and cash equivalents

Cash and cash equivalents are carried in the balance sheet at cost.  For the purposes of the cash flow statement, cash and cash equivalents comprise cash on hand, deposits held on call at banks, short-term deposits with banks and financial institutions with original maturity of 3 months or less, other short-term highly liquid investments and bank overdrafts.  In the balance sheet, bank overdrafts are included in short-term borrowings in current liabilities.

3.
Accounting policies (Continued)
f) Investments 


The Group classifies its investments into the following categories; trading, held-to-maturity, available-for-sale and general investments.  Investments that are acquired principally for the purpose of generating a profit from short-term fluctuations in price are classified as trading investments and included in current assets.  Investments with fixed maturity that the management has the intent and ability to hold to maturity are classified as held-to-maturity and are included in current assets.  Investments intended to be held for an indefinite period of time, which may be sold in response to needs for liquidity or changes in interest rates, are classified as available-for-sale.  These are included in non-current assets unless management has the express intention of holding the investment for less than 12 months from the balance sheet date or unless they will need to be sold to raise operating capital, in which case they are included in current assets.  Investments in equity securities that are not listed in the stock exchange are classified as general investments.  Management determines the appropriate classification of its investments at the time of the purchase and re-evaluates such designation on a regular basis.

All purchases and sales of investments are recognised on the trade date, which is the date that the Group commits to purchase or sell the asset.  Cost of purchase includes transaction costs.  Trading and available-for-sale investments are subsequently carried at fair value, whilst held-to-maturity investments are carried at amortised cost using the effective yield method.  General investments are carried at original cost.  Unrealised gains and losses arising from changes in the fair value of trading investments and available-for-sale investments are included in the statement of income in the period in which they arise and in  shareholders’ equity, respectively.  Realised gains and losses are determined on the weighted average method and are reflected in the statement of income.
A test of impairment is carried out when there is a factor indicating that an investment might be impaired.  If the carrying value of the investment is higher than its recoverable amount, impairment loss is charged to the statement of income.

On disposal of an investment, the difference between the net disposal proceeds and the carrying amount is charged or credited to the statement of income.

When disposing of part of the Group’s holding of a particular investment in debt or equity securities, the carrying amount of the disposed part is determined from the weighted carrying amount of the total holding of the investment.

g)
Trade accounts receivable

Trade accounts receivable are carried at original invoiced amount less an estimate made for doubtful receivables.  The Group records an allowance for doubtful accounts which is equivalent to the estimated collection losses that may be incurred in the collection of all receivables.  The estimated losses are based on historical collection experience combined with a review of all outstanding receivables at the balance sheet date. Bad debts are written-off when identified.

h)
Inventories 

Inventories are stated at the lower of cost or net realisable value.  Cost is determined by the moving average cost method.  Allowance is made against cost of network supplies where, in the opinion of the management, there is diminution in value arising on obsolete, slow-moving and defective inventories or is otherwise required by changes in circumstances.  Net realisable value is the estimated selling price in the ordinary course of business, less the costs of selling.

3.
Accounting policies (Continued)
i)
Investment properties

Investment properties, principally comprising land, are carried at cost.  Investment properties are not subject to depreciation. A review for impairment is periodically undertaken by the Group’s management.

On disposal of an investment property, the difference between the net disposal proceeds and the carrying amount is charged or credited to the statement of income.

j)
Property, plant and equipment

Property, plant and equipment are stated at historical cost less accumulated depreciation.  Depreciation is calculated on the straight-line method to write-off the cost of each asset to its residual value over the estimated useful life of the respective assets, or if shorter, the lease term as follows:

	
	Years

	Land
	Nil

	Land improvement
	10

	Buildings and improvements
	5 - 20

	Leasehold building improvements
	Lease period

	Furniture, fixtures, tools and office equipment
	5 - 10

	Power supply and computer
	5

	Multimedia network equipment
	8 - 15

	Vehicle
	5


Expenditure for additions, renewal and betterment, which results in a substantial increase in an asset’s current replacement value, is capitalised.  Repair and maintenance cost is recognised as an expense when incurred.

Where the carrying amount of an asset is greater than its estimated recoverable amount, it is written down immediately to its recoverable amount.

Gains and losses on disposals of property, plant and equipment are determined by comparing proceeds with carrying amounts and are recognised as other income/expense in the statements of income.

Included in property, plant and equipment in network equipment is property, plant and equipment held under Concessions and Agreements as described in Note 2.  This property, plant and equipment are depreciated over the shorter of their useful lives or the remaining concession periods, as follows:

	
	Years

	Land
	Nil

	Land improvement
	10

	Buildings
	10 - 20

	Telephone network equipment
	

	- Switching equipment
	12

	- Transmission
	10

	- Outside plant
	10 - 25

	- Mobile phone network equipment
	10

	PCT network equipment
	

	- Outside plant and buildings
	20

	- Cable and drop wire
	15

	- Inside plant
	5 - 12

	Public phone
	7

	Power supply and computer
	5

	Network management systems
	10


Borrowing costs to finance the construction of property, plant and equipment and assets under the Concessions and Agreements are capitalised as part of the cost of the asset during the period of time that is required to complete and prepare the property, plant and equipment for its intended use.

3.
Accounting policies (Continued)
k)
Accounting for leases - where a group company is the lessee

Leases of equipment where the Group assumes substantially all risks and rewards of ownership are classified as finance leases.  Finance leases are capitalised at the inception of the lease at the lower of the fair value of the leased equipment or the present value of the minimum lease payments.  Each lease payment is allocated between the liability and finance charges so as to achieve a constant rate on the finance balance outstanding.  The corresponding rental obligations, net of finance charges, are included in borrowing.  The interest element of the finance cost is charged to the statement of income over the lease period.  Equipment acquired under finance leases is depreciated over the shorter of the useful life of the asset or the lease term.

Leases of assets where a significant portion of the risks and rewards of ownership are effectively retained by the lessor are classified as operating leases.  Payments made under operating leases are charged to the statement of income on a straight-line basis over the period of the lease.

When an operating lease is terminated before the lease period has expired, any payment required to be made to the lessor by way of penalty is recognised as an expense in the period in which termination takes place.

Accounting for leases - where a group company is the lessor

Operating leases
Assets leased out under operating leases are included in property, plant and equipment in the balance sheet. They are depreciated over their expected useful lives on a basis consistent with other similar property, plant and equipment owned by the Group. Rental income (net of any incentives given to lessees) is recognised on a straight-line basis over the lease term.
l)
Intangible assets

(1) Goodwill and negative goodwill

Goodwill represents the excess of the cost of an acquisition over the fair value of the Group’s share of the net assets of the acquired joint venture at the date of acquisition. Goodwills on acquisition are reported in the consolidated and Company balance sheets as an intangible assets and are amortised using the straight-line method over its estimated useful life of 5 years and the remaining concession period. 

Negative goodwill represents the excess of the fair value of the Group’s share of the net assets acquired over the cost of an acquisition.  Negative goodwill is presented separately in the balance sheet.  To the extent that negative goodwill relates to expectations of future losses and expenses that are identified in the Group’s plan for the acquisition and can be measured reliably, but which do not represent identifiable liabilities, that portion of negative goodwill is recognised in the statement of income when the future losses and expenses are recognised.
(2) Computer software development costs

Generally, costs associated with developing or maintaining computer software programs are recognised as expenses as incurred.  However, costs that are directly associated with identifiable and unique software products controlled by the Group and that have probable economic benefit exceeding the cost beyond one year, are recognised as intangible assets.  Direct costs include staff costs of the software development team and an appropriate portion of relevant overheads.

Expenditure which enhances or extends the performance of computer software programmes beyond their original specifications is recognised as a capital improvement and added to the original cost of the software.  Computer software development costs recognised as assets are amortised using the straight-line method over their useful lives, not exceeding a period of 5 years.

3.
Accounting policies (Continued)
l) Intangible assets (Continued)
(3)
Trademarks and licences


Expenditure on trademarks and licences acquired by a subsidiary is capitalised and amortised using the straight-line method over their estimated useful lives of 5 years (2003: 20 years).  Trademarks and licences are not revalued.  The carrying amount of such trademarks and licences are reviewed annually and adjusted for impairment where it is considered necessary.

(4)
Customer list

Customer list represents fair value of mobile phone subscriber arising from the acquisition in BITCO (Note 4).  The customer list is presented in the consolidated balance sheet as intangible assets and is amortised using the straight-line method over its estimated useful life of 5 years.

(5)
Other intangible assets

Other intangible assets represent fair value of subsidiaries’ shares issued in exchange for rights to operate NON-POTS services and to hang dropwire.  These intangible assets are amortised using the straight-line method over their estimated useful lives, ranging from 20 - 25 years. 

(6)
Impairment of intangible assets

Where an indication of impairment exists, the carrying amount of intangible assets is assessed annually and written down immediately to its recoverable amount. 

m)
Subscriber acquisition cost

Subscriber acquisition cost is the cost of PCT handsets distributed to subscribers free of charge under a  3-year usage contract campaign.  Subscriber acquisition cost is amortised over the contract period.  Subscriber acquisition cost is reviewed annually for impairment.  Subscriber acquisition cost is included in other non-current assets.
n)
Borrowings

Borrowings are recognised initially at the proceeds received net of transaction costs incurred.  In subsequent periods, borrowings are stated at amortised cost using the effective yield method.  Any difference between proceeds (net of transaction costs) and the redemption value is recognised in the statement of income over the period of the borrowings.

o)
Troubled debt restructuring - where the group company is the debtor

When the Group transfers its assets or equities in settlement of its debts as part of a debt restructuring, the excess of the carrying amount of the payable settled (including accrued interest, unamortised premium or discount, finance charges, or issue costs) over the fair value of the assets or equities transferred to the lender is recognised as a gain on restructuring.  Such gains are recognised as extraordinary in the statements of income.

Legal fees and other direct costs incurred in transferring equities are deducted from the amount recorded for that equity.  All other direct costs affecting the debt restructuring are deducted in measuring the gain on restructuring or included in expense for the period if no gain on restructuring is recognised.

Where the debt restructuring involves modification of terms of payables, the Group accounts for the effects of the restructuring prospectively from the time of restructuring and does not change the carrying amount of the payable at the time of the restructuring, unless the carrying amount exceeds the total undiscounted future cash payment specified by the new terms.  If it does exceed this, the carrying amount of payable is reduced to the amount equal to the total undiscounted future cash payments specified by the new terms and a gain on restructuring is recognised in the statement of income if the amount is determinable.

p)
Provisions

Provisions are recognised when the Group has a present legal or constructive obligation as a result of past events, it is probable that an outflow of resources will be required to settle the obligation, and a reliable estimate of the amount can be made. Where the Group expects a provision to be reimbursed, for example under an insurance contract, the reimbursement is recognised as a separate asset but only when the reimbursement is virtually certain.
3.
Accounting policies (Continued)
q)
Employee benefits

Provident fund

The Group operates a provident fund, being a defined contribution plan, the assets of which are held in a separate trustee-administered fund. The provident fund is funded by payments from employees and by the relevant Group companies.  The Group’s contributions to provident fund are charged to the statement of income in the period to which the contributions relate.

r)
Deferred income taxes

The Group does not recognise income taxes payable or receivable in future periods in respect of temporary differences arising from differences between the tax base of assets and liabilities and their carrying amounts in the financial statements. The principal temporary differences arise from depreciation on property, plant and equipment and tax losses carried forward and, in relation to acquisitions, on the difference between the fair values of the net assets acquired and their tax base.

s)
Share capital

(1) Ordinary shares and non-redeemable preferred shares with discretionary dividends are both classified as equity.

(2) External costs directly attributable to the issue of new shares, other than on a business combination, are shown as a deduction, net of tax, in equity from the proceeds.  Share issue costs incurred directly in connection with a business combination are included in the cost of acquisition.

(3) Dividends on ordinary shares are recognised in equity in the period in which they are declared.

(4) The directors and executive management are entitled to participate in the Stock Option Plan under which non-transferable warrants are issued to the directors and executive management.  If the warrants are granted at a discount on the market price no compensation cost is recognised in the statement of income based on that discount.  When options are exercised, the proceeds received net of any transaction costs are credited to share capital (par value) and share premium.

t)
Construction contracts

When the outcome of a construction contract cannot be estimated reliably, contract revenue is recognised only to the extent of contract costs incurred that it is probable will be recoverable.  Contract costs are recognised when incurred.

When the outcome of a construction contract can be estimated reliably, contract revenue and contract costs are recognised over the period of the contract, respectively, as revenue and expenses.  The Group uses the percentage of completion method to determine the appropriate amount of revenue and costs to recognise in a given period; the stage of completion is measured by reference to proportion of work completed to total contract works for each contract and the proportion that contract costs incurred for work performed to date bear to the estimated total costs for the contract.  When it is probable that total contract costs will exceed total contract revenue, the expected loss is recognised as a expense immediately.

In determining costs incurred up to the year end, any costs relating to future activity on a contract are excluded and shown as contract work in progress.  The aggregate of the costs incurred and the profit/loss recognised on each contract is compared against the progress billings up to the year end.

Where costs incurred and recognised profits less recognised losses exceed progress billings, the balance is shown as due from customers on construction contracts under receivables and prepayments.  Where progress billings exceed costs incurred plus recognised profits less recognised losses, the balance is shown as due to customers on construction contracts under trade and other payables.

3.
Accounting policies (Continued)

u)
Revenue recognition

Telephone usage revenues for local and domestic long distance calls are recognised based on completed call time at the tariffs set by TOT. Where a billing period does not coincide with a calendar month the Company estimates the local call usage based on historical usage.  Telephone usage revenue earned but not billed is included in the balance sheet in accounts receivable.

Inbound and outbound international long distance calls are connected through the CAT network. CAT bills the Company’s customers directly for international calls.  CAT pays each carrier Baht 6 per minute for international traffic.  The Company recognises international long distance call revenue based on customer usage reported to the Company by CAT.
Revenue from DDN service is recognised ratably over the service period.  Annual revenues from DDN service billed but unearned are included in the balance sheet in other current liabilities.

Revenue derived from the installation of fixed lines and the activation of PCT services is recognised on completion of installation services and activation of services.  Unearned advance receipts are included in the balance sheet in other current liabilities.

Revenues from public telephone services are recognised according to metered usage and cash received.

Revenues from mobile phone services are recognised based on completed call time.  Cash received from selling of scratch cards is recognised as unearned income until such time the customers made call.

Revenues from internet services are recognised according to actual time used by the customer.

Sales of telephone equipment, mobile phone and PCT handsets are recognised on delivery of equipment and handsets or customer acceptance.
In accordance with the Concession described in Note 2, TOT and CAT are entitled to receive a share of certain revenues generated by the Group.  The Group presents revenue gross, including the TOT and CAT’s revenue sharing in the statement of income.  The TOT and CAT’s revenue sharing, ranging from 16% - 23.5% of collected revenue, are included in cost of services.
All revenues have been presented net of cash discounts and related cash-based promotions.

Other revenues earned by the Group are recognised on the following bases:

royalty and rental income - on an accrual basis;

interest income - on an effective yield basis; and

dividend income - when the Group’s right to receive payment is established.

4.
Acquisition
The Group acquired an additional 39.00% of equity interest in BITCO resulting in the Group’s equity interest in BITCO becoming 82.86% (Note 12).

Details of net liabilities acquired and goodwill are as follows:

	
	
	29 September

	
	
	2004

	
	
	Baht

	Purchase consideration:
	
	

	   - Cash paid
	
	10,035,719

	Fair value of net liabilities acquired
	
	844,711,174

	Goodwill 
	
	854,746,893


The proportional assets and liabilities arising from the additional acquisition are as follows:

	
	
	29 September

	
	
	2004

	
	
	Baht

	Cash and cash equivalents
	
	623,724,660

	Restricted cash
	
	164,118

	Trade accounts receivable
	
	465,801,935

	Inventories
	
	157,603,052

	Other current assets
	
	1,688,389,531

	Property and equipment, net
	
	

	   - Network equipment
	
	15,991,494,708

	   - Non-network equipment
	
	2,594,691,322

	Intangible assets, net
	
	

	   - Trademarks, net
	
	70,864,202

	   - Customer list
	
	400,140,000

	Other assets
	
	138,320,533

	Borrowings
	
	(18,284,174,312)

	Trade accounts payable
	
	(2,538,383,272)

	Accrued expenses
	
	(1,295,338,247)

	Other current liabilities
	
	(902,501,005)

	Minority interest 
	
	44,491,601

	Fair value of net liabilities acquired
	
	(844,711,174)


Cash inflow from this acquisition is shown below:

	
	
	Baht

	Cash and cash equivalents acquired
	
	623,724,660

	Less: cash paid for directly attributable acquisition costs
	
	(10,035,719)

	Net cash inflow from the acquisition
	
	613,688,941


5. Cash and cash equivalents

	
	Consolidated
	Company

	As at 31 December 
	2004
	2003
	2004
	2003

	
	Baht
	Baht
	Baht 
	Baht 

	Cash on hand 
	87,862,628
	99,377,913
	16,139,725
	23,853,602

	Deposits held at call with banks
	4,381,283,674
	2,716,491,562
	1,183,610,100
	1,049,145,549

	
	4,469,146,302
	2,815,869,475
	1,199,749,825
	1,072,999,151


The average effective interest rate on cash at banks was 0.45% in 2004. These deposits have an average maturity of 41 days.
Pursuant to the terms and conditions of the loan agreement dated 14 October 2003 (Note 17), the restricted cash was unwinded for less restricted conditions. Therefore the restricted cash has been accordingly reclassified to cash and cash equivalents.
6. Restricted cash

	
	Consolidated
	Company

	As at 31 December 
	2004
	2003
	2004
	2003

	
	Baht
	Baht
	Baht 
	Baht 

	Saving deposits
	1,663,568,353
	1,625,711,705
	1,317,065,047
	967,877,039

	Time deposits
	75,679,643
	194,245,095
	319,831
	87,554,598

	
	1,739,247,996
	1,819,956,800
	1,317,384,878
	1,055,431,637


The average effective interest rates for time deposit accounts were 0.34% and 0.26% in 2004 and 2003, respectively.  These deposits have an average maturity of 96 days.
Under the terms of loan and supplier agreements the Company and certain subsidiaries have pledged these deposits as collateral with the contracted parties.

7. Investments

	
	Consolidated
	Company

	As at 31 December 
	2004
	2003
	2004
	2003

	
	Baht
	Baht
	Baht 
	Baht 

	Investments
	
	
	
	

	Current
	1,357,652,504
	3,537,952,905
	789,217,747
	3,216,000,000

	Non-current
	97,071,404
	75,571,404
	42,500,000
	21,250,000

	Total
	1,454,723,908
	3,613,524,309
	831,717,747
	3,237,250,000

	Current:
	
	
	
	

	Available-for-sale securities
	35,212,412
	15,178,937
	-
	-

	General investments
- Fixed deposits
	28,184,349
	2,591,770
	-
	-

	
- Trading securities
	505,037,996
	304,182,198
	-
	-

	Held to maturity
	789,217,747
	3,216,000,000
	789,217,747
	3,216,000,000

	Total
	1,357,652,504
	3,537,952,905
	789,217,747
	3,216,000,000

	Non-current:
	
	
	
	

	General investments - Non-marketable
	
	
	
	

	   equity securities 
	97,071,404
	75,571,404
	42,500,000
	21,250,000

	Total
	97,071,404
	75,571,404
	42,500,000
	21,250,000


7.
Investments (Continued)

Available-for-sale securities

Movement of available-for-sale securities:

	
	Consolidated

	For the years ended 31 December
	2004
	2003

	
	Baht 
	Baht 

	Current:
	
	

	Opening net book value
	15,178,937
	9,803,725

	Disposals
	-
	(1,850,000)

	Realised loss on available-for-sale securities
	-
	(3,207,000)

	Unrealised gain on changes of fair value
	20,073,624
	10,468,601

	Currency translation
	(40,149)
	(36,389)

	Closing net book value
	35,212,412
	15,178,937


Available-for-sale investments, comprising marketable securities, are fair valued annually at the close of business on 31 December.  Fair value is determined by reference to Stock Exchange quoted bid prices.  

General investments 

The average effective interest rates on short-term general investments were 1.27% and 1.00% in 2004 and 2003, respectively.  These deposits have an average maturity of 30 days.

Held to maturity

The held to maturity investments are short-term investments in treasury bills bearing interest in the range of 1.39% - 1.64%.

8.
Trade accounts receivable, net

	
	Consolidated
	Company

	As at 31 December 
	2004
	2003
	2004
	2003

	
	Baht
	Baht
	Baht 
	Baht 

	Receivable from TOT 
	1,318,314,525
	1,213,953,343
	1,318,314,525
	1,213,953,343

	Billed customers
	6,114,650,422
	5,367,485,192
	4,279,009,579
	4,648,375,008

	Receivable from related parties
	
	
	
	

	   (Note 9)
	909,952,463
	596,285,420
	854,514,252
	338,729,634

	
	8,342,917,410
	7,177,723,955
	6,451,838,356
	6,201,057,985

	Less:  Allowance for doubtful accounts
	(2,078,658,176)
	(1,667,553,133)
	(1,796,331,771)
	(1,479,610,413)

	Trade accounts receivable, net
	6,264,259,234
	5,510,170,822
	4,655,506,585
	4,721,447,572


Outstanding trade accounts receivable as at 31 December can be analysed as follows:

	
	Consolidated
	Company

	As at 31 December 
	2004
	2003
	2004
	2003

	
	Baht
	Baht
	Baht 
	Baht 

	Current
	4,588,478,295
	3,540,607,262
	3,027,891,960
	2,805,313,716

	Less than 3 months
	972,857,435
	772,365,371
	482,398,583
	623,497,250

	3 - 6 months
	477,506,005
	467,070,074
	492,200,505
	435,031,173

	6 - 12 months
	626,879,172
	764,965,256
	784,857,335
	713,410,377

	More than 12 months
	1,677,196,503
	1,632,715,992
	1,664,489,973
	1,623,805,469

	
	8,342,917,410
	7,177,723,955
	6,451,838,356
	6,201,057,985

	Less:  Allowance for doubtful accounts
	(2,078,658,176)
	(1,667,553,133)
	(1,796,331,771)
	(1,479,610,413)

	Trade accounts receivable, net
	6,264,259,234
	5,510,170,822
	4,655,506,585
	4,721,447,572


Included in billed customers as at 31 December 2003, there was a receivable from BITCO Group, amounting to Baht 578.00 million which was collected in 2004.  
8.
Trade accounts receivable, net (Continued)

Concentrations of credit risk with respect to trade accounts receivable are limited due to the Group's large number of customers, who are end users of telephone services, covering business and residential (other than  BITCO Group as aforementioned).  The Group's experience in the collection of accounts indicates that the allowance provided will be sufficient.  Due to these factors management believes that no additional credit risk beyond amounts provided for collection losses is inherent in the Group's trade accounts receivable.

9.
Related party transactions 

Enterprises and individuals that directly, or indirectly through one or more intermediaries, control, or are controlled by, or are under common control with, the Company, including holding companies, subsidiaries, joint ventures and fellow subsidiaries are related parties of the Company.  Associates and individuals owning, directly or indirectly, an interest in the voting power of the Company that gives them significant influence over the enterprise, key management personnel, including directors and officers of the Company and close members of the family of these individuals and companies associated with these individuals also constitute related parties.

In considering each possible related party relationship, attention is directed to the substance of the relationship, and not merely the legal form.
The following transactions were carried out with related parties:
i) Sales of goods and services
	
	Consolidated
	Company

	For the years ended 31 December
	2004
	2003
	2004
	2003

	
	Baht’000
	Baht’000
	Baht’000
	Baht’000

	Sales of goods:
	
	
	
	

	Subsidiaries:
	
	
	
	

	True Internet Co., Ltd.
	-
	-
	83,596.65
	-

	Asia Wireless Communication Co., Ltd.
	-
	-
	3,135.48
	6,332.68

	Wire & Wireless Co., Ltd.
	-
	-
	-
	4,818.99

	True Multimedia Co., Ltd.
	-
	-
	214.00
	-

	True Fleet Management Co., Ltd.
	-
	-
	-
	0.74

	Joint ventures:
	
	
	
	

	BITCO Group of companies
	3,639.01
	3,499.81
	8,766.87
	-

	Asia Infonet Co., Ltd.
	858.21
	81.26
	75.00
	36.74

	True Internet Data Center Co., Ltd.
	1.18
	-
	-
	-

	Associate:
	
	
	
	

	    UBC Cable Network Public Co., Ltd.
	93.15
	16.59
	81.00
	-

	Related companies:
	
	
	
	

	CP Group of companies
	13,721.43
	7,445.97
	1,437.21
	-

	
	18,312.98
	11,043.63
	97,306.21
	11,189.15

	Sales of services:
	
	
	
	

	Subsidiaries:
	
	
	
	

	True Multimedia Co., Ltd.
	-
	-
	692,269.70
	104,106.21

	Wire & Wireless Co., Ltd.
	-
	-
	904.35
	853.45

	True Properties Co., Ltd.
	-
	-
	1,896.00
	-

	True Digital Entertainment Co., Ltd.
	-
	-
	288.00
	-

	True Fleet Management Co., Ltd.
	-
	-
	1,242.00
	-

	True Internet Co., Ltd.
	-
	-
	117,763.00
	38,165.57

	Asia Wireless Communication Co., Ltd.
	-
	-
	2,607.00
	-

	    U-Net Co., Ltd.
	-
	-
	24.00
	24.00

	Joint ventures:
	
	
	
	

	BITCO Group of companies
	186,295.95
	278,569.83
	17,466.43
	69,337.16

	Asia Infonet Co., Ltd.
	132,996.48
	50,397.89
	28,474.49
	49,772.93

	True Internet Data Center Co., Ltd.
	6,334.87
	14,781.63
	354.00
	136.16

	Associates:
	
	
	
	

	UBC Cable Network Public Co., Ltd.
	854,193.45
	860,036.57
	826.24
	63.84

	NC True Co., Ltd.
	677.70
	-
	-
	-

	Related companies:
	
	
	
	

	CP Group of companies
	1,881,094.69
	1,161,656.62
	3,386.82
	1,492.59

	
	3,061,593.14
	2,365,442.54
	867,502.03
	263,951.91


9.
Related party transactions (Continued)
i) Sales of goods and services (Continued)
Sales to related companies were carried out on commercial terms and conditions and at market prices.  

Sales to a joint venture were carried out at market price, net of the agreed discounted rate.
CP Group of companies are the major shareholders of the Company.

ii) Purchases of goods and services

	
	Consolidated
	Company

	For the years ended 31 December
	2004
	2003
	2004
	2003

	
	Baht’000
	Baht’000
	Baht’000
	Baht’000

	 Purchases of goods:
	
	
	
	

	Subsidiaries:
	
	
	
	

	True Internet Co., Ltd.
	-
	-
	779,802.16
	62,213.70

	Wire & Wireless Co., Ltd.
	-
	-
	179,385.00
	12,534.26

	Asia Wireless Communication Co., Ltd.
	-
	-
	127,345.49
	13,080.86

	True Properties Co., Ltd.
	-
	-
	39.16
	2,210.30

	Telecom Holding Co., Ltd.
	-
	-
	18.20
	185.10

	True Multimedia Co., Ltd.
	-
	-
	-
	30.25

	True Fleet Management Co., Ltd.
	-
	-
	-
	3.30

	Joint ventures:
	
	
	
	

	BITCO Group of companies
	40,149.92
	12,939.06
	217,553.08
	367.19

	Asia Infonet Co., Ltd.
	221.30
	48.21
	585.67
	-

	Related companies:
	
	
	
	

	NEC Corporation (Thailand) Co., Ltd.
	14,455.46
	67,305.85
	14,455.46
	67,305.85

	CP Group of companies
	-
	2,458.77
	-
	2,458.77

	
	54,826.68
	82,751.89
	1,319,184.22
	160,389.58


	Purchases of services:
	
	
	
	

	Subsidiaries:
	
	
	
	

	Asia Wireless Communication Co., Ltd.
	-
	-
	929,185.70
	1,141,654.40

	True Properties Co., Ltd.
	-
	-
	311,728.09
	334,091.41

	True Fleet Management Co., Ltd.
	-
	-
	160,817.61
	139,898.44

	Wire & Wireless Co., Ltd.
	-
	-
	37,982.20
	43,566.59

	Telecom Training and Development
	
	
	
	

	   Co., Ltd.
	-
	-
	9,000.00
	18,000.00

	True Internet Co., Ltd.
	-
	-
	30,009.79
	71,300.76

	Telecom Holding Co., Ltd.
	-
	-
	5.70
	99.39

	True Multimedia Co., Ltd.
	-
	-
	263.09
	930.89

	    U-Net Co., Ltd.
	-
	-
	533.41
	855.04

	    T Pay Co., Ltd.
	-
	-
	4.17
	-

	Joint ventures:
	
	
	
	

	BITCO Group of companies
	3,728.09
	7,899.25
	4,986.54
	12,969.46

	Asia Infonet Co., Ltd.
	47,524.06
	24,017.12
	61.94
	6,913.76

	True Internet Data Center Co., Ltd.
	1,951.82
	-
	1,664.78
	-

	Associate:
	
	
	
	

	UBC Cable Network Public Co., Ltd.
	36,330.10
	25,864.78
	17,022.17
	12,641.46

	Related companies:
	
	
	
	

	CP Group of companies 
	102,882.58
	91,194.54
	58,994.20
	53,746.56

	NEC Corporation (Thailand) Co., Ltd.
	5,547.41
	10,906.25
	5,172.91
	10,906.25

	
	197,964.06
	159,881.94
	1,567,432.30
	1,847,574.41


Purchases from related companies were carried out on commercial terms and conditions and at the actual costs plus margin.
The Group holds a 9.62% equity interest in NEC Corporation (Thailand) Co., Ltd.. 
9.
Related party transactions (Continued)

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

	
	Consolidated
	Company

	As at 31 December 
	2004
	2003
	2004
	2003

	
	Baht’000
	Baht’000
	Baht’000
	Baht’000

	Receivables from related parties: (included in
	
	
	
	

	    “Trade accounts receivable”)
	
	
	
	

	Subsidiaries:
	
	
	
	

	True Multimedia Co., Ltd.
	-
	-
	568,786.77
	63,871.90

	True Internet Co., Ltd.
	-
	-
	109,184.07
	38,125.88

	Asia Wireless Communication Co., Ltd.
	-
	-
	48,530.56
	37,426.62

	True Properties Co., Ltd.
	-
	-
	31,537.65
	58,294.64

	Wire & Wireless Co., Ltd.
	-
	-
	6,889.25
	6,297.17

	Telecom Holding Co., Ltd.
	-
	-
	760.29
	759.81

	True Fleet Management Co., Ltd.
	-
	-
	1,287.05
	45.05

	U-Net Co., Ltd.
	-
	-
	2.14
	29.96

	T Pay Co., Ltd.
	-
	-
	40.66
	-

	K.I.N. (Thailand) Co., Ltd. (foreign company)
	-
	-
	10,035.72
	-

	BITCO Group of companies
	-
	222,653.68
	38,969.68
	87,011.79

	True Digital Entertainment Co., Ltd.
	-
	-
	289.93
	-

	Joint ventures:
	
	
	
	

	Asia Infonet Co., Ltd.
	105,337.14
	41,542.14
	32,103.06
	43,653.01

	True Internet Data Center Co., Ltd.
	5,934.58
	13,817.55
	369.79
	-

	Associates:
	
	
	
	

	UBC Cable Network Public Co., Ltd.
	80,990.66
	154,011.92
	31.31
	22.77

	NC True Co., Ltd.
	4,945.72
	-
	1,986.84
	-

	Related companies:
	
	
	
	

	CP Group of companies
	712,744.36
	164,260.13
	3,709.49
	3,191.03

	Total (Note 8)
	909,952.46
	596,285.42
	854,514.26
	338,729.63

	Less: Allowance for doubtful accounts
	(391.41)
	(361.09)
	-
	-

	Receivables, net
	909,561.05
	595,924.33
	854,514.26
	338,729.63

	
	
	
	
	

	Receivables from related parties: (included in
	
	
	
	

	    “Other current assets”)
	
	
	
	

	Subsidiaries:
	
	
	
	

	    True Internet Co., Ltd.
	-
	-
	281,546.98
	-

	Related companies:
	
	
	
	

	    CP Group of companies
	75.55
	-
	-
	-

	
	75.55
	-
	281,546.98
	-


9.
Related party transactions (Continued)

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

	
	Consolidated
	Company

	As at 31 December 
	2004
	2003
	2004
	2003

	
	Baht’000
	Baht’000
	Baht’000
	Baht’000

	Payables to related parties:
	
	
	
	

	   (included in “Trade accounts payable”)
	
	
	
	

	Subsidiaries:
	
	
	
	

	True Internet Co., Ltd.
	-
	-
	580,112.85
	16,999.96

	Asia Wireless Communication Co., Ltd.
	-
	-
	526,597.46
	580,646.86

	Telecom Holding Co., Ltd.
	-
	-
	14,379.34
	14,450.92

	True Properties Co., Ltd.
	-
	-
	35,663.45
	48,814.88

	Wire & Wireless Co., Ltd.
	-
	-
	63,194.91
	44,683.03

	True Fleet Management Co., Ltd.
	-
	-
	15,527.75
	22,178.71

	Telecom Training and Development Co., Ltd.
	-
	-
	535.00
	12,358.80

	Tele Engineering and Services Co., Ltd.
	-
	-
	170.13
	170.13

	True Multimedia Co., Ltd.
	-
	-
	67.02
	163.04

	U-Net Co., Ltd.
	-
	-
	110.69
	637.55

	T Pay Co., Ltd.
	-
	-
	14.27
	-

	True Digital Entertainment Co., Ltd.
	-
	-
	412.15
	-

	BITCO Group of companies
	-
	16,233.71
	61,262.23
	10,044.53

	Joint ventures:
	
	
	
	

	True Internet Data Center Co., Ltd.
	390.37
	3,282.00
	1,060.06
	-

	Asia Infonet Co., Ltd.
	4,628.03
	22,340.85
	3,281.64
	3,777.82

	Associate:
	
	
	
	

	UBC Cable Network Public Co., Ltd.
	7,378.06
	8,963.76
	6,168.33
	3,166.35

	Related companies:
	
	
	
	

	NEC Corporation (Thailand) Co., Ltd.
	3,487.21
	14,457.32
	3,092.81
	14,102.80

	CP Group of companies
	11,360.83
	25,528.38
	4,028.22
	11,409.64

	Kreditanstalt fuer Wiederaufbau
	-
	4,572.09
	-
	4,572.09

	
	27,244.50
	95,378.11
	1,315,678.31
	788,177.11


Kreditanstalt fuer Wiederaufbau is the only preference shareholder of the Company and holds a 17.09% interest in total voting rights (2003: 18.94%).

iv)
Loans from a related party
	
	Consolidated 
	Company

	As at 31 December 2004
	Baht’000
	Baht’000

	
	
	

	Loans from Kreditanstalt fuer Wiederaufbau
	
	

	Current
	-
	-

	Non-current
	6,232,475.65
	-

	Total (Note 17)
	6,232,475.65
	-


Movement of loans can be analysed as follows:

	
	Consolidated 
	 Company

	For the year ended 31 December 2004
	Baht’000
	Baht’000

	
	
	

	Opening net book value
	2,856,484.19
	2,856,484.19

	Addition during the year
	6,627,153.82
	-

	Loan repayment during the year
	(2,887,430.76)
	(2,887,430.76)

	Currency translation
	(419,373.00)
	-

	Amortisation of debt issuance cost
	55,641.40
	30,946.57

	Closing net book value
	6,232,475.65
	-


The loans are presented net of unamortised debt issuance cost of Baht 431.95 million.

9.
Related party transactions (Continued)

iv)
Loans from a related party (Continued)

The secured loans from Kreditanstalt fuer Wiederaufbau (“KfW”), the Company’s preferred shareholder, rank pari passu with other secured lenders. These loans are denominated in US Dollars and carry interest at London Interbank Offer Rate (“LIBOR”) plus a fixed percentage.  In order to reduce the exposure of currency exchange rate, the Company entered into an arrangement in 2001 to swap the payment obligation into Thai Baht.  Under the arrangement the Company makes payment of fixed amounts in Thai Baht to KfW on each repayment date to satisfy the corresponding portion of its payment obligation in US Dollars.  On 30 June 2004 the Company made a repayment of all outstanding loans to KfW before their maturity date.

On 29 September 2004, a subsidiary of BITCO has entered into the Commercial Facility Agreement and French Export Credit Agreement with KfW to loan USD 170.00 million.  The loans rank pari passu with other secured lenders and carry interest at LIBOR plus a fixed percentage per annum.  The loans are secured against various categories of assets as described in Note 17.  The first repayment will be due in September 2006 and the final maturity date will be on 31 December 2011 or if Concession Conversion does not occur on or prior to 31 December 2007, the final maturity date will be on 30 June 2011.  Under the terms and conditions of the agreements the BITCO Group must comply with certain significant conditions at the specific period as stipulated in the agreements.  

The related interest expenses were Baht 90.57 million and Baht 106.74 million for the years ended           31 December 2004 and 2003, respectively.  These loans are presented in the balance sheet as part of borrowings (Note 17).

Maturity of loans from related party:

	
	Consolidated 
	Company

	As at 31 December 2004
	Baht’000
	Baht’000

	Between 1 and 2 years
	366,543.38
	-

	Between 2 and 5 years
	3,865,366.50
	-

	Over 5 years
	2,432,515.12
	-

	
	6,664,425.00
	-


v)
Loans to a related party (included in “Investments in subsidiaries, joint ventures and associates”)

	
	Company

	As at 31 December
	2004
	2003

	
	Baht’000
	Baht’000

	Loans to a subsidiary
	
	

	Current
	-
	-

	Non-current
	5,000,000.00
	-

	Total
	5,000,000.00
	-


Movement of loan can be analysed as follows:

	
	Company

	
	Baht’000

	For the year ended 31 December 2004
	

	Opening net book value
	-

	Loan advanced during the year
	5,000,000.00

	Closing net book value
	5,000,000.00


On 27 August 2004 and 27 September 2004 the Company entered into the Shareholder Loan Facility Agreement with BITCO in accordance with Sponsor Support Agreement (Note 31).  The Company has to provide cash loan to BITCO amounting to Baht 6,000.00 million.  The loans carry interest at Minimum Lending Rate quoted by Bangkok Bank Public Company Limited.  The maturity date will be on 31 December 2011.  During 2004, BITCO drew down Baht 5,000.00 million.  The related interest income for the year ended 31 December 2004 was Baht 60.65 million.  

9.
Related party transactions (Continued)

vi)
Directors and key management’s remuneration

Directors and key management of the Company are listed in the Annual Report.

In 2004 the total remuneration of the directors of the Company and the Group was Baht 37.20 million and Baht 45.56 million (2003: Baht 39.90 million and Baht 45.54 million), respectively.  Besides the aforementioned remuneration the key management of the Company received compensation in the form of salaries and other benefits in 2004 and 2003 of Baht 96.05 million and Baht 86.23 million, respectively.

vii)
Equity warrants granted to directors and senior executives

During 2003, the Company granted 19.86 million units of warrants to directors and senior executives.  The outstanding number of stock options granted to directors and senior executives of the Company at             31 December 2004 was 85.87 million units (2003: 85.90 million units).
10.
Inventories, net

	
	Consolidated
	Company

	As at 31 December 
	2004
	2003
	2004
	2003

	
	Baht
	Baht
	Baht 
	Baht 

	Spareparts for networks (at cost)
	703,858,479
	724,878,193
	505,860,414
	521,517,339

	Allowance for decline in value
	(378,895,882)
	(329,242,041)
	(228,748,845)
	(179,092,304)

	Spareparts for networks - net
	324,962,597
	395,636,152
	277,111,569
	342,425,035

	Merchandise (at cost)
	804,807,505
	530,321,936
	201,351,024
	123,875,983

	Allowance for decline in value
	(147,485,561)
	(204,404,763)
	(78,136,317)
	(106,375,514)

	Merchandise - net
	657,321,944
	325,917,173
	123,214,707
	17,500,469

	Work in process (at cost)
	864,525
	4,641,153
	-
	-

	Goods in transit (at cost)
	1,076,197
	963,395
	112,802
	-

	Inventories, net
	984,225,263
	727,157,873
	400,439,078
	359,925,504


11.
Other current assets

	
	Consolidated
	Company

	As at 31 December 
	2004
	2003
	2004
	2003

	
	Baht 
	Baht 
	Baht 
	Baht 

	
	
	
	
	

	Advances to contractors
	887,914,157
	76,801,730
	104,928,433
	88,783,427

	Value added tax pending receipt
	
	
	
	

	   of tax invoices
	247,169,591
	142,176,301
	90,840,143
	65,095,285

	Interest receivable
	42,465,491
	2,176,576
	98,791,597
	279,062

	Others
	342,036,916
	246,891,367
	358,241,018
	71,453,724

	
	1,519,586,155
	468,045,974
	652,801,191
	225,611,498


12.
Investments in subsidiaries, joint ventures and associates

Subsidiary undertakings

	
	
	Country of 

	Name of subsidiaries
	Business
	incorporation

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

	Asia Wireless Communication Co., Ltd.
	PCT operator
	Thailand

	Bangkok Inter Teletech Co., Ltd. (82.86%)
	Invested in cellular   operator
	Thailand

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

	Song Dao Co., Ltd. (82.80%)
	Inactive
	Thailand

	TA Orange Co., Ltd. (82.76%)
	Cellular operator
	Thailand

	TA Orange Retail Co., Ltd. (82.70%)
	Retail 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

	True Digital Entertainment Co., Ltd.
	Online game
	Thailand

	True Fleet Management Co., Ltd. (formerly 

    “W7 Rental Services Ltd.”)
	Rental services
	Thailand

	True Internet Co., Ltd. (formerly “Asianet Corporation Ltd.”)
	Audio text service and internet dealer
	Thailand

	True Multimedia Co., Ltd. (90.45%)

    (formerly “Asia Multimedia Co., Ltd.”)
	NON-POTS and 

   multimedia services 
	Thailand

	True Properties Co., Ltd. (formerly “Nilubon 

    Co., Ltd.”)
	Rental services
	Thailand

	T Pay Co., Ltd. (49.00%)
	Payment service center
	Thailand

	U-Net Co., Ltd.
	Construction and 

   distributor
	Thailand

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

   distributor
	Thailand

	Yai Kaew Co., Ltd.
	Investment in   

    property
	Thailand

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

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

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

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

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


All foreign companies are classified as foreign operations that are integral to the operations of the Group.  Before 2000 TA Orient Telecom Investment Co., Ltd. was classified as a foreign entity.

Telecom Holding Co., Ltd., the subsidiary of the Company, is 97.11% and 2.89% directly and indirectly owned by the Company, respectively.  

On 7 March 2003, the Company reorganised the shareholding in subsidiaries and acquired an investment in True Internet Co., Ltd. (“TI”) (formerly “Asianet Corporation Ltd.” (“ANC”)), a subsidiary under Telecom Holding Co., Ltd. at the consideration value of Baht 30.97 million, resulting in TI becoming a direct wholly owned subsidiary of  the Company.  And on 19 April 2004, the Company paid up additional investment in TI of Baht 62.00 million.

On 4 December 2003, True Digital Entertainment Co., Ltd. (“TDE”) was registered with the Ministry of Commerce. TDE engages in providing services of games online. TI invested Baht 18.38 million and Baht 55.12 million representing 99.99% of equity interest in TDE and paid the subscription on 26 January 2004 and           1 April 2004, respectively.
12.
Investments in subsidiaries, joint ventures and associates (Continued)

Subsidiary undertakings (Continued)
On 13 January 2004, the Company invested 49.00% of equity interest in T Pay Co., Ltd. (“T Pay”) for the consideration of Baht 14.70 million. T Pay engages in the business of operating a payment service center.  The Company has control over its finance and operations policies.  Therefore, it is accounted for as a subsidiary.

On 2 March 2004, the Company entered into an agreement with the shareholders of BITCO namely, Orange S.A., Orange Personal Communication Services Ltd. and Wirefree Services Belgium S.A. (collectively “Orange Group”) in relation to the purchase of shares in BITCO.  The principal provisions include, among others, that the Company will purchase 819,000,000 ordinary shares in BITCO from Orange Group at the total purchase price of Baht 1 upon the completion of the refinancing of BITCO’s subsidiary.  On 29 September 2004 the said refinancing was accomplished and the Company assigned a subsidiary to purchase such shares from Orange Group, resulting in BITCO becoming a 43.86% directly owned and 39.00% indirectly owned subsidiary of the Company (Note 4).

On 29 March 2004, the Company acquired investments in True Fleet Management Co., Ltd. (“TFM”) (formerly “W7 Rental Services Ltd.” (“W7”)) and Wire & Wirless Co., Ltd. (“W&W”) from subsidiaries for the consideration of Baht 425.00 million and Baht 292.25 million, respectively, resulting in TFM and W&W becoming directly owned subsidiaries of the Company.

On 29 March 2004, 22 September 2004 and 14 December 2004, the Company paid up additional called capital in Telecom Holding Co., Ltd. amounting to Baht 218.49 million, Baht 1,000.00 million and Baht 2,031.61 million, respectively.  

On 20 August 2004 and 12 November 2004, the Company paid up additional called capital in TFM amounting to Baht 62.00 million and Baht 38.00 million, respectively.

Other subsidiaries except the above mentioned are indirectly wholly owned by the Company unless otherwise stated.  All holdings are in the ordinary share capital of the undertaking concerned.

Joint ventures

	Name of joint ventures
	Business
	Country of incorporation

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

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


Details of the joint ventures are set out in Note 32.

On 29 April 2003, TI, the Company’s subsidiary, invested Baht 80.51 million representing 70.00% of equity interest in True Internet Data Center Co., Ltd. (“TIDC”) which engages in providing an internet data center service and relevant services on the internet platform.

Associate undertakings

	Name of associates (holding interest)
	Business
	Country of incorporation

	United Broadcasting Corporation Public Company 
	
	

	   Limited (“UBC”) (39.24%) 
	Pay Television 
	Thailand

	NC True Co., Ltd. (“NC True”) (40.00%)
	Developer and service provider of games online
	Thailand


In March 2003, a portion of investment in UBC, representing 17.93% of the total issued shares of UBC was transferred to a subsidiary, True Multimedia Co., Ltd. (in which the Company indirectly holds a 90.45% equity interest) as a part of debt restructuring (Note 17).  Therefore the effective interest in UBC as at 31 December 2003 became 39.24%, as a result.
12.
Investments in subsidiaries, joint ventures and associates (Continued)

Associate undertakings (Continued)

On 16 July 2003, Public Radio Network Co., Ltd., an associated company, in which a 32.00% equity interest was indirectly held by the Company was liquidated. There was no effect on the consolidated and Company financial statements as the loss from operations of that associate had been fully recognised.
The Company invested Baht 64.01 million representing 40.00% of equity interest in NC True, which registered on 8 September 2004.  NC True engages in developing and providing services of game online.

Investments comprise:

	At 31 December 2004
	Consolidated  

	
	
	
	Paid-up

Capital
	% Ownership   
	Investment -At Cost Method
	Investment -At Equity Method

	
	Business
	Relationship
	Baht’000
	interest
	Baht’000
	Baht’000

	Associates:
	
	
	
	
	
	

	United Broadcasting Corporation
	
	
	
	
	
	

	  Public Company Limited
	Pay Television
	Shareholder
	7,524,749
	39.24
	4,619,750
	3,587,097

	NC True Co., Ltd.
	Developer and service provider of games online
	Shareholder
	125,500
	40.00
	64,005
	58,320

	Total investments in associates
	
	
	
	
	4,683,755
	3,645,417


	At 31 December 2003
	Consolidated  

	
	
	
	Paid-up

Capital
	% Ownership   
	Investment -At Cost Method
	Investment -At Equity Method

	
	Business
	Relationship
	Baht’000
	interest
	Baht’000
	Baht’000

	Associates:
	
	
	
	
	
	

	United Broadcasting 
	
	
	
	
	
	

	   Corporation Public Company
	
	
	
	
	
	

	   Limited
	Pay Television
	Shareholder
	7,470,556
	39.24
	4,619,750
	3,623,336

	Total investment in associates
	
	
	
	
	4,619,750
	3,623,336


12.
Investments in subsidiaries, joint ventures and associates (Continued)

Associate undertakings (Continued)

	At 31 December 2004
	Company  

	
	
	
	
	
	Investment
	Investment
	
	Net Investment

	
	
	
	Paid-up
	%
	-At Cost
	-At Equity
	Loan to
	-At Equity

	
	
	
	Capital
	Ownership
	Method
	Method
	subsidiary
	Method

	
	Business
	Relationship
	Baht’000
	interest
	Baht’000
	Baht’000
	Baht’000
	Baht’000

	Subsidiaries
	
	
	
	
	
	
	
	

	Telecom Holding Co., Ltd.
	Investment Holding 
	Shareholder
	16,589,246
	97.11
	16,109,245
	10,143,407
	-
	10,143,407

	True Internet Co., Ltd.
	Audio text services
	
	
	
	
	
	
	

	
	  and internet dealer
	Shareholder 
	236,402
	99.99
	173,482
	274,640
	-
	274,640

	Bangkok Inter Teletech Co., Ltd.
	Invested in cellular operator
	Shareholder
	21,000,000
	43.86
	5,907,623
	(500,163)
	5,000,000
	4,499,837

	T Pay Co., Ltd.
	Payment service center
	Shareholder
	30,000
	49.00
	14,700
	16,362
	-
	16,362

	True Fleet Management Co., Ltd.
	Rental services
	Shareholder
	150,000
	99.99
	524,999
	586,933
	-
	586,933

	Wire & Wireless Co., Ltd.
	Construction and distributor
	Shareholder
	100,000
	87.50
	292,250
	304,809
	-
	304,809

	Total investment in subsidiaries
	
	
	
	
	23,022,299
	10,825,988
	5,000,000
	15,825,988

	Associate:
	
	
	
	
	
	
	
	

	NC True Co., Ltd.
	Developer and service provider of games online
	Shareholder
	125,000
	40.00
	64,005
	58,320
	-
	58,320

	Total investment in associate
	
	
	
	
	64,005
	58,320
	-
	58,320

	Total investment in subsidiaries and associate
	
	
	
	
	23,086,304
	10,884,308
	5,000,000
	15,884,308


	At 31 December 2003
	Company  

	
	
	
	
	
	Investment
	Investment
	
	Net Investment

	
	
	
	Paid-up
	%
	-At Cost
	-At Equity
	Loan to
	-At Equity

	
	
	
	Capital
	Ownership
	Method
	Method
	subsidiary
	Method

	
	Business
	Relationship
	Baht’000
	interest
	Baht’000
	Baht’000
	Baht’000
	Baht’000

	Subsidiaries
	
	
	
	
	
	
	
	

	Telecom Holding Co., Ltd.
	Investment Holding 
	Shareholder
	13,339,144
	96.40
	12,859,144
	4,702,111
	-
	4,702,111

	True Internet Co., Ltd.
	Audio text services and
	
	
	
	
	
	
	

	
	  internet dealer
	Shareholder 
	174,402
	99.99
	111,482
	278,524
	-
	278,524

	Joint venture
	
	
	
	
	
	
	
	

	Bangkok Inter Teletech Co., Ltd.
	Invested in Cellular operator
	Shareholder
	21,000,000
	43.86
	5,907,623
	1,420,796
	-
	1,420,796

	Total  
	
	
	
	
	18,878,249
	6,401,431
	-
	6,401,431


12.
Investments in subsidiaries, joint ventures and associates (Continued)

Movement of investments is as follows:

	
	Consolidated
	Company

	For the years ended 31 December
	2004
	2003
	2004
	2003

	
	Baht’000
	Baht’000
	Baht’000
	Baht’000

	
	
	
	
	

	Opening net book value
	3,623,336
	4,009,108
	6,401,431
	10,639,535

	Additional investment 
	64,005
	-
	4,208,056
	111,482

	Loan to a subsidiary
	-
	-
	5,000,000
	-

	Share of results
	(41,924)
	(385,772)
	(2,471,558)
	(4,356,848)

	Fair value gain on available-for-sale
	
	
	
	

	   securities
	-
	-
	20,074
	10,469

	Extraordinary item - gain from debt
	
	
	
	

	   restructuring
	-
	-
	2,726,305
	-

	Realised loss on available-for sale securities
	-
	-
	-
	(3,207)

	Closing net book value
	3,645,417
	3,623,336
	15,884,308
	6,401,431


The share of results in the consolidated statements of income includes the amortisation charge of goodwill amounting to Baht 380.06 million (2003: Baht 380.06 million) arisen from the acquisition of associate undertakings. Investments in associate undertakings as at 31 December 2004 included goodwill of Baht 3,263.16 million, net of accumulated amortisation of Baht 4,376.74 million (2003: Baht 3,643.22 million, net of accumulated amortisation of Baht 3,996.68 million).

The share of results in the consolidated and Company statements of income for the year ended 31 December 2004 included amortisation of goodwill amounting to Baht 82.22 million and Baht 58.48 million, respectively (2003: Baht 58.48 million) (Note 15).

Investment in associates at a carrying value of Baht 1,574.60 million is secured against a subsidiary’s borrowings (Note 17 and Note 31).

13.
Investment property

	
	Consolidated

	For the years ended 31 December
	2004
	2003

	
	Baht 
	Baht 

	Opening net book value
	53,873,898
	53,873,898

	Closing net book value
	53,873,898
	53,873,898

	
	
	

	As at 31 December
	2004
	2003

	
	Baht 
	Baht 

	Cost
	121,867,845
	121,867,845

	Less: Allowance for decline in value
	(67,993,947)
	(67,993,947)

	Net book value
	53,873,898
	53,873,898


14.
Property, plant and equipment, net 

	
	Consolidated
	Company

	As at 31 December 
	2004
	2003
	2004
	2003

	
	Baht 
	Baht 
	Baht 
	Baht 

	Network equipment 
	
	
	
	

	Opening net book value
	57,331,847,501
	61,360,556,844
	35,349,232,386
	40,228,149,900

	Additions
	3,041,365,043
	5,359,623,738
	1,145,126,621
	2,013,607,368

	Acquisition of subsidiary (Note 4)
	15,991,494,708
	-
	-
	-

	Disposals
	(20,112,913)
	(10,187,715)
	(11,672,233)
	(10,004,524)

	Adjustments/Reclassifications
	728,771,651
	135,128,145
	418,586,645
	71,125,804

	Depreciation charge
	(9,406,816,525)
	(8,865,311,198)
	(6,205,431,505)
	(6,305,683,849)

	Impairment charge
	(39,029,809)
	(647,962,313)
	(39,029,809)
	(647,962,313)

	Closing net book value
	67,627,519,656
	57,331,847,501
	30,656,812,105
	35,349,232,386

	
	
	
	
	

	Non-network equipment
	
	
	
	

	Opening net book value
	5,687,112,184
	5,510,086,389
	589,830,700
	644,945,796

	Additions
	1,716,036,766
	1,500,357,690
	352,814,773
	152,982,829

	Acquisition of subsidiary (Note 4)
	2,594,691,322
	-
	-
	-

	Disposals
	(115,521,780)
	(70,323,206)
	(7,266,588)
	(2,203,968)

	Adjustments/Reclassifications
	(246,890,733)
	(8,302,178)
	3,565,009
	536,745

	Depreciation charge
	(1,619,174,709)
	(1,244,706,511)
	(240,477,181)
	(206,430,702)

	Reverse of impairment charge
	30,699,999
	-
	-
	-

	Closing net book value
	8,046,953,049
	5,687,112,184
	698,466,713
	589,830,700

	
	
	
	
	

	Total
	75,674,472,705
	63,018,959,685
	31,355,278,818
	35,939,063,086


Network equipment

Borrowing costs of Baht 353.81 million (2003: Baht 69.35 million) were capitalised as cost of assets during the year included in “Additions”.

In 2003, the Company replaced its Voice Mail System (“VMS”) with a new system.  The Company impaired the value of the original VMS by Baht 294.12 million, and additionally provided the impairment of the former billing system by Baht 283.07 million in accordance with the Thai Accounting Standard No. 36 “Impairment of Assets”.

Network equipment in the consolidated financial statements at net book value of Baht 30,951.58 million (2003: Baht 35,410.85 million) were transferred to the parties under the concession agreements (Note 2).  According to the agreement, the Company has the right to operate and maintain these assets over the concession periods.

Borrowings in Thai Baht are secured by the right to operate network equipment of the Company.

Non-network equipment

Additions include Baht 441.02 million (2003: Baht 171.06 million) of assets leased under finance leases (where the Group is the lessee).  

Leased assets are finance leases of vehicles and computers (where the Group is a lessee), details are as follows:

	
	Consolidated

	
	2004

Baht
	2003

Baht

	Cost - capitalised finance leases
	1,785,371,206
	1,561,950,004

	Less: Accumulated depreciation
	(755,337,347)
	(556,557,507)

	Net book value
	1,030,033,859
	1,005,392,497


Borrowings are secured by buildings included in non-network equipment at a net book value of Baht 754.01 million (2003: Baht 817.26 million) (Note 17 and Note 31).

14.
Property, plant and equipment (Continued)

	
	Consolidated

	
	
	
	Telephone
	Wireless
	
	Multimedia
	Power Supply
	
	

	
	Land & Land
	Building &
	Network
	Network
	Public
	Network
	and
	Work in
	

	
	Improvement
	Improvement
	Equipment
	Equipment
	Phone
	Equipment
	Computer
	Progress
	Total

	Network equipment
	Baht
	Baht
	Baht
	Baht
	Baht
	Baht
	Baht
	Baht
	Baht

	
	
	
	
	
	
	
	
	
	

	At 31 December 2003
	
	
	
	
	
	
	
	
	

	Cost
	1,863,466,070
	2,075,006,079
	67,748,363,317
	30,588,167,517
	2,140,847,694
	5,433,979,398
	3,779,406,935
	350,660,917
	113,979,897,927

	Less: Accumulated depreciation
	-
	(724,198,246)
	(39,526,031,105)
	(6,707,455,776)
	(979,932,182)
	(3,272,219,909)
	(2,987,397,650)
	-
	(54,197,234,868)

	         Allowance for impairment
	-
	(10,208,869)
	(89,586,483)
	(1,863,747,903)
	-
	(154,700,000)
	(332,572,303)
	-
	(2,450,815,558)

	
	
	
	
	
	
	
	
	
	

	Net book value
	1,863,466,070
	1,340,598,964
	28,132,745,729
	22,016,963,838
	1,160,915,512
	2,007,059,489
	459,436,982
	350,660,917
	57,331,847,501

	Year ended 31 December 2004
	
	
	
	
	
	
	
	
	

	Opening net book value
	1,863,466,070
	1,340,598,964
	28,132,745,729
	22,016,963,838
	1,160,915,512
	2,007,059,489
	459,436,982
	350,660,917
	57,331,847,501

	Additions 
	-
	1,712,986
	766,011,915
	2,048,504,285
	4,351,700
	114,516,320
	1,752,909
	104,514,928
	3,041,365,043

	Acquisition of subsidiary (Note 4)
	-
	-
	-
	15,991,494,708
	-
	-
	-
	-
	15,991,494,708

	Disposals
	-
	-
	(9,503,573)
	(805,808)
	(1,786,257)
	(7,634,872)
	-
	(382,403)
	(20,112,913)

	Adjustments/Reclassifications
	(15,284,997)
	(128,831,169)
	915,757,914
	1,242,149
	232,045,592
	2,384,397
	84,148,582
	(362,690,817)
	728,771,651

	Depreciation charge
	-
	(95,229,976)
	(5,273,437,176)
	(3,086,876,103)
	(345,947,848)
	(399,429,846)
	(205,895,576)
	-
	(9,406,816,525)

	Impairment charge
	-
	-
	(8,432,353)
	(30,597,456)
	-
	-
	-
	-
	(39,029,809)

	
	
	
	
	
	
	
	
	
	

	Closing net book value
	1,848,181,073
	1,118,250,805
	24,523,142,456
	36,939,925,613
	1,049,578,699
	1,716,895,488
	339,442,897
	92,102,625
	67,627,519,656

	
	
	
	
	
	
	
	
	
	

	At 31 December 2004
	
	
	
	
	
	
	
	
	

	Cost
	1,848,181,073
	1,906,703,142
	69,390,416,021
	52,146,575,917
	2,369,995,848
	5,535,036,084
	3,831,594,392
	92,102,625
	137,120,605,102

	Less: Accumulated depreciation
	-
	(778,676,842)
	(44,779,763,738)
	(13,312,304,944)
	(1,320,417,149)
	(3,663,440,596)
	(3,175,113,428)
	-
	(67,029,716,697)

	         Allowance for impairment
	-
	(9,775,495)
	(87,509,827)
	(1,894,345,360)
	-
	(154,700,000)
	(317,038,067)
	-
	(2,463,368,749)

	
	
	
	
	
	
	
	
	
	

	Net book value
	1,848,181,073
	1,118,250,805
	24,523,142,456
	36,939,925,613
	1,049,578,699
	1,716,895,488
	339,442,897
	92,102,625
	67,627,519,656


14. Property, plant and equipment (Continued)
	
	Consolidated

	
	
	
	Furniture,
	Power
	
	
	

	
	Land & Land
	Building &
	Fixtures and
	Supply &
	
	Work in
	

	
	Improvement
	Improvement
	Equipment
	Computer
	Vehicles
	Progress
	Total

	Non - network equipment
	Baht
	Baht
	Baht
	Baht
	Baht
	Baht
	Baht

	
	
	
	
	
	
	
	

	At 31 December 2003
	
	
	
	
	
	
	

	Cost
	251,504,228
	2,002,071,116
	1,787,536,555
	3,285,524,469
	2,039,677,307
	426,051,448
	9,792,365,123

	Less: Accumulated depreciation
	(6,834,701)
	(868,483,429)
	(1,163,980,851)
	(1,305,255,500)
	(702,262,262)
	-
	(4,046,816,743)

	         Allowance for impairment
	(14,340,989)
	(7,448,475)
	(5,946,734)
	-
	-
	(30,699,998)
	(58,436,196)

	Net book value
	230,328,538
	1,126,139,212
	617,608,970
	1,980,268,969
	1,337,415,045
	395,351,450
	5,687,112,184

	Year ended 31 December 2004
	
	
	
	
	
	
	

	Opening net book value
	230,328,538
	1,126,139,212
	617,608,970
	1,980,268,969
	1,337,415,045
	395,351,450
	5,687,112,184

	Additions
	-
	34,923,728
	146,895,172
	298,241,385
	747,591,353
	488,385,128
	1,716,036,766

	Acquisition of subsidiary (Note 4)
	63,473,545
	306,594,272
	139,675,139
	1,999,864,681
	4,228,072
	80,855,613
	2,594,691,322

	Disposals
	-
	(4,500,399)
	(11,531,339)
	(596,306)
	(98,893,736)
	-
	(115,521,780)

	Adjustments/Reclassifications
	-
	66,130,437
	(5,475,127)
	585,314,632
	-
	(892,860,675)
	(246,890,733)

	Depreciation charge
	(704,966)
	(152,975,773)
	(199,382,387)
	(827,287,358)
	(438,824,225)
	-
	(1,619,174,709)

	Impairment charge
	-
	-
	-
	-
	-
	30,699,999
	30,699,999

	Closing net book value
	293,097,117
	1,376,311,477
	687,790,428
	4,035,806,003
	1,551,516,509
	102,431,515
	8,046,953,049

	At 31 December 2004
	
	
	
	
	
	
	

	Cost
	314,977,773
	2,493,122,092
	2,137,945,682
	7,422,111,632
	2,488,422,410
	102,431,515
	14,959,011,104

	Less: Accumulated depreciation
	(7,539,667)
	(1,109,362,140)
	(1,444,208,520)
	(3,386,305,629)
	(936,905,901)
	-
	(6,884,321,857)

	         Allowance for impairment
	(14,340,989)
	(7,448,475)
	(5,946,734)
	-
	-
	-
	(27,736,198)

	
	
	
	
	
	
	
	

	Net book value
	293,097,117
	1,376,311,477
	687,790,428
	4,035,806,003
	1,551,516,509
	102,431,515
	8,046,953,049


14.
Property, plant and equipment (Continued)
	
	Company

	
	
	
	Telephone
	Wireless
	
	Power Supply
	
	

	
	Land & Land
	Building &
	Network
	Network
	Public
	and
	Work in
	

	
	Improvement
	Improvement
	Equipment
	Equipment
	Phone
	Computer
	Progress
	Total

	Network equipment
	Baht
	Baht
	Baht
	Baht
	Baht
	Baht
	Baht
	Baht

	At 31 December 2003
	
	
	
	
	
	
	
	

	Cost 
	1,863,466,070
	2,075,006,079
	67,942,942,658
	5,375,073,887
	2,140,847,695
	3,779,406,935
	350,660,917
	83,527,404,241

	Less: Accumulated depreciation
	-
	(724,198,246)
	(39,640,934,245)
	(1,556,756,793)
	(979,932,182)
	(2,987,397,650)
	-
	(45,889,219,116)

	         Allowance for impairment
	-
	(10,208,869)
	(89,586,483)
	(1,856,585,084)
	-
	(332,572,303)
	-
	(2,288,952,739)

	
	
	
	
	
	
	
	
	

	Net book value
	1,863,466,070
	1,340,598,964
	28,212,421,930
	1,961,732,010
	1,160,915,513
	459,436,982
	350,660,917
	35,349,232,386

	
	
	
	
	
	
	
	
	

	Year ended 31 December 2004
	
	
	
	
	
	
	
	

	Opening net book value
	1,863,466,070
	1,340,598,964
	28,212,421,930
	1,961,732,010
	1,160,915,513
	459,436,982
	350,660,917
	35,349,232,386

	Additions
	-
	1,712,986
	792,234,357
	226,716
	4,351,698
	1,752,909
	344,847,955
	1,145,126,621

	Disposals
	-
	-
	(9,503,573)
	-
	(1,786,257)
	-
	(382,403)
	(11,672,233)

	Adjustments/Reclassifications
	(15,284,997)
	(128,831,169)
	915,757,914
	1,242,149
	167,136,020
	84,148,582
	(605,581,854)
	418,586,645

	Depreciation charge
	-
	(95,229,976)
	(5,290,764,011)
	(275,054,759)
	(338,487,183)
	(205,895,576)
	-
	(6,205,431,505)

	Impairment charge
	-
	-
	(8,432,353)
	(30,597,456)
	-
	-
	-
	(39,029,809)

	
	
	
	
	
	
	
	
	

	Closing net book value
	1,848,181,073
	1,118,250,805
	24,611,714,264
	1,657,548,660
	992,129,791
	339,442,897
	89,544,615
	30,656,812,105

	
	
	
	
	
	
	
	
	

	At 31 December 2004
	
	
	
	
	
	
	
	

	Cost 
	1,848,181,073
	1,906,703,142
	69,616,855,712
	5,376,555,524
	2,302,120,791
	3,831,594,392
	89,544,615
	84,971,555,249

	Less: Accumulated depreciation
	-
	(778,676,842)
	(44,917,631,621)
	(1,831,824,324)
	(1,309,991,000)
	(3,175,113,428)
	-
	(52,013,237,215)

	         Allowance for impairment
	-
	(9,775,495)
	(87,509,827)
	(1,887,182,540)
	-
	(317,038,067)
	-
	(2,301,505,929)

	
	
	
	
	
	
	
	
	

	Net book value
	1,848,181,073
	1,118,250,805
	24,611,714,264
	1,657,548,660
	992,129,791
	339,442,897
	89,544,615
	30,656,812,105


14.
Property, plant and equipment (Continued)

	
	Company

	
	
	Furniture,
	Power
	
	
	

	
	Leasehold and
	Fixtures and
	Supply &
	
	Work in
	

	
	Improvement
	Equipment
	Computer
	Vehicles
	Progress
	Total

	Non - network equipment
	Baht
	Baht
	Baht
	Baht
	Baht
	Baht

	At 31 December 2003
	
	
	
	
	
	

	Cost 
	120,982,325
	517,598,076
	979,511,589
	1,148,850
	2,178,672
	1,621,419,512

	Less: Accumulated depreciation
	(69,093,131)
	(299,910,748)
	(662,154,156)
	(430,777)
	-
	(1,031,588,812)

	
	
	
	
	
	
	

	Net book value
	51,889,194
	217,687,328
	317,357,433
	718,073
	2,178,672
	589,830,700

	
	
	
	
	
	
	

	Year ended 31 December 2004
	
	
	
	
	
	

	Opening net book value
	51,889,194
	217,687,328
	317,357,433
	718,073
	2,178,672
	589,830,700

	Additions
	31,753,222
	43,518,306
	187,721,153
	-
	89,822,092
	352,814,773

	Disposals
	(127,236)
	(6,554,406)
	(584,946)
	-
	-
	(7,266,588)

	Adjustments/Reclassifications
	24,374,866
	7,111,423
	12,033,217
	-
	(39,954,497)
	3,565,009

	Depreciation charge
	(26,353,997)
	(48,792,315)
	(165,101,605)
	(229,264)
	-
	(240,477,181)

	
	
	
	
	
	
	

	Closing net book value
	81,536,049
	212,970,336
	351,425,252
	488,809
	52,046,267
	698,466,713

	
	
	
	
	
	
	

	At 31 December 2004
	
	
	
	
	
	

	Cost 
	166,490,463
	545,606,846
	1,160,982,556
	1,148,850
	52,046,267
	1,926,274,982

	Less: Accumulated depreciation
	(84,954,414)
	(332,636,510)
	(809,557,304)
	(660,041)
	-
	(1,227,808,269)

	
	
	
	
	
	
	

	Net book value
	81,536,049
	212,970,336
	351,425,252
	488,809
	52,046,267
	698,466,713


15. Intangible assets, net

	
	Consolidated

	
	
	
	
	Right to 
	Right to 
	
	

	
	
	
	Computer
	operate
	hang
	Customer
	

	
	Goodwill
	Trademark
	software
	NON-POTS
	Dropwire
	list
	Total

	
	Baht
	Baht
	Baht
	Baht 
	Baht 
	Baht
	Baht 

	At 31 December 2003
	
	
	
	
	
	
	

	Cost
	291,940,022
	129,479,032
	1,723,778,679
	381,489,000
	227,325,000
	-
	2,754,011,733

	Less: Accumulated amortisation
	(67,779,790)
	(21,748,986)
	(597,028,527)
	(118,261,590)
	(62,135,500)
	-
	(866,954,393)

	Net book value
	224,160,232
	107,730,046
	1,126,750,152
	263,227,410
	165,189,500
	-
	1,887,057,340

	
	
	
	
	
	
	
	

	Year ended 31 December 2004
	
	
	
	
	
	
	

	Opening net book value
	224,160,232
	107,730,046
	1,126,750,152
	263,227,410
	165,189,500
	-
	1,887,057,340

	Additions
	-
	-
	163,924,061
	-
	-
	-
	163,924,061

	Acquisition of subsidiary (Note 4)
	854,746,893
	70,864,202
	-
	-
	-
	400,140,000
	1,325,751,095

	Adjustments/Reclassifications
	-
	-
	48,834,727
	-
	-
	-
	48,834,727

	Amortisation charge
	(82,219,557)
	(119,653,527)
	(227,797,135) 
	(19,074,450)
	(9,138,673)
	(20,007,000)
	(477,890,342)

	Closing net book value
	996,687,568
	58,940,721
	1,111,711,805
	244,152,960
	156,050,827
	380,133,000
	2,947,676,881

	
	
	
	
	
	
	
	

	At 31 December 2004
	
	
	
	
	
	
	

	Cost
	1,146,686,915
	234,389,078
	1,936,696,806
	381,489,000
	227,325,000
	400,140,000
	4,326,726,799

	Less: Accumulated amortisation
	(149,999,347)
	(175,448,357)
	(824,985,001)
	(137,336,040)
	(71,274,173)
	(20,007,000)
	(1,379,049,918)

	Net book value
	996,687,568
	58,940,721
	1,111,711,805
	244,152,960
	156,050,827
	380,133,000
	2,947,676,881


15.      Intangible assets, net (Continued)

Trademark represents the consideration paid by a subsidiary to use a shareholder’s trademark in Thailand for the period from September 2000 to December 2020 or the expiry.  On the completion of shares purchase (Note 4 and Note 12) the aforementioned shareholder has allowed the subsidiary to use its trademark for another       3 years with free of charge.  Therefore, the subsidiary has changed the estimated useful life of trademark in order that the trademark is fully amortised by September 2005 to be in accordance with the economic substance and benefits expected to derive from the trademark.  The amortisation charge for the year has increased by Baht 95.16 million due to this change in estimate. 

The right to operate NON-POTS services represents the fair value of TOT’s interest in the nationwide NON-POTS concession for which a subsidiary, True Multimedia Co., Ltd. (“TM”) issued 18.5 million ordinary shares in exchange for the concession.

The right to hang dropwire represents the fair value of TOT’s interest in the multimedia network which TM issued 40.0 million ordinary shares in exchange for this privilege.

The customer list was derived from additional acquisition of 39.00% equity interest in BITCO (Note 4). 

	
	Company

	
	Goodwill
	Computer software
	Total

	
	Baht
	Baht 
	Baht 

	At 31 December 2003
	
	
	

	Cost
	291,940,022
	1,741,815,740
	2,033,755,762

	Less: Accumulated amortisation
	(67,779,790)
	(600,635,939)
	(668,415,729)

	Net book value
	224,160,232
	1,141,179,801
	1,365,340,033

	Year ended 31 December 2004
	
	
	

	Opening net book value
	224,160,232
	1,141,179,801
	1,365,340,033

	Additions
	-
	157,911,599
	157,911,599

	Adjustments/Reclassifications
	-
	48,834,727
	48,834,727

	Amortisation charge
	(58,476,588)
	(229,965,792)
	(288,442,380)

	Closing net book value
	165,683,644
	1,117,960,335
	1,283,643,979

	At 31 December 2004
	
	
	

	Cost
	291,940,022
	1,948,721,404
	2,240,661,426

	Less: Accumulated amortisation
	(126,256,378)
	(830,761,069)
	(957,017,447)

	Net book value
	165,683,644
	1,117,960,335
	1,283,643,979


16. Other non-current assets

	
	Consolidated
	
	Company

	As at 31 December 
	2004

Baht 
	
	2003

Baht 
	
	2004

Baht 
	
	2003

Baht 

	Prepaid withholding tax
	317,022,085
	
	353,358,002
	
	-
	
	-

	Value added tax pending
	
	
	
	
	
	
	

	   receipt of tax invoices
	
	
	
	
	
	
	

	   related to debt restructuring
	221,489,351
	
	246,675,827
	
	221,489,351
	
	246,675,827

	Deposits
	181,722,326
	
	159,581,799
	
	47,573,001
	
	29,597,188

	Subscriber acquisition cost, net
	38,164,364
	
	162,771,201
	
	19,592,268
	
	141,574,133

	Others
	99,999
	
	9,485,822
	
	-
	
	-

	Total
	758,498,125
	
	931,872,651
	
	288,654,620
	
	417,847,148


Subscriber acquisition cost is the cost of PCT handsets distributed to subscribers free of charge under a 3-year usage contract campaign.  Subscriber acquisition cost is amortised over the contract period.  The amortisation for the year recorded under “Cost of services” in the consolidated and Company financial statements are Baht 110.35 million and Baht 87.08 million, respectively (2003: Baht 679.55 million and Baht 542.41 million, respectively).

17. Borrowings

Borrowings are denominated in Thai Baht, United States Dollars and Japanese Yen.

	
	Consolidated
	Company

	As at 31 December
	2004
	2003
	2004
	2003

	
	Baht 
	Baht 
	Baht 
	Baht 

	Current
	
	
	
	

	- Banks and financial institutions
	1,852,705,233
	18,053,596,043
	200,000,000
	2,427,667,146

	- Finance leases
	367,220,873
	364,757,238
	-
	-

	- Debentures
	2,229,751,200
	714,639,400
	2,229,751,200
	714,639,400

	Total Current
	4,449,677,306
	19,132,992,681
	2,429,751,200
	3,142,306,546

	Non-current
	
	
	
	

	- Banks and financial institutions
	54,307,536,725
	23,923,904,513
	21,912,136,477
	22,700,857,638

	- Finance leases
	306,367,506
	273,318,629
	-
	-

	- Debentures
	20,628,195,953
	20,383,784,598
	20,628,195,953
	20,383,784,598

	- Suppliers Credit
	4,728,667,502
	4,842,041,306
	4,728,667,502
	4,842,041,306

	Total Non-current
	79,970,767,686
	49,423,049,046
	47,268,999,932
	47,926,683,542

	
	
	
	
	

	Total Borrowings
	84,420,444,992
	68,556,041,727
	49,698,751,132
	51,068,990,088


Movement of borrowings can be analysed as follows:

	Year ended 31 December 2004
	Consolidated

Baht 
	Company

Baht 

	Opening net book value
	68,556,041,727
	51,068,990,088

	Additional borrowings:
	
	

	- Acquisition of subsidiary (Note 4)
	18,284,174,312
	-

	- principal
	10,059,584,149
	2,386,462,715

	- non-cash finance leases
	441,020,953
	-

	- interest
	11,682,378
	11,682,378

	Repayment of loans:
	
	

	- cash transactions
	(12,931,987,905)
	(3,844,507,054)

	   - non-cash transaction: gain from settlement of DPN
	(153,209,747)
	(153,209,747)

	Amortisation of debt issuance costs
	252,370,389
	158,742,297

	Currency translation
	(99,231,264)
	70,590,455

	Closing net book value
	84,420,444,992
	49,698,751,132


17.
Borrowings (Continued)

Borrowings are net of unamortised debt issuance costs of Baht 1,443.58 million for consolidation (2003: Baht 607.56 million) and Baht 443.27 million for the Company (2003: Baht 575.47 million).

Maturity of non-current borrowings (excluding finance lease liabilities):

	
	Consolidated
	Company

	As at 31 December
	2004
	2003
	2004
	2003

	
	Baht
	Baht
	Baht
	Baht

	Between 1 and 2 years
	6,463,284,923
	3,670,339,243
	4,188,952,000
	3,058,568,235

	Between 2 and 5 years
	42,252,355,021
	19,645,169,866
	23,423,256,450
	19,126,832,000

	Over 5 years
	32,392,345,926
	26,441,782,703
	20,100,058,214
	26,316,755,051

	
	81,107,985,870
	49,757,291,812
	47,712,266,664
	48,502,155,286


Finance lease liabilities-minimum lease payments:

	
	Consolidated

	
	2004
	2003

	
	Baht
	Baht

	Not later than 1 year 
	395,563,988
	395,203,338

	Later than 1 year and not later than 5 years
	320,754,364
	283,024,667

	
	716,318,352
	678,228,005

	Future finance charges on finance leases
	(42,729,973)
	(40,152,138)

	Present value of finance lease liabilities
	673,588,379
	638,075,867

	Representing lease liabilities:
	
	

	- current
	367,220,873
	364,757,238

	- non-current
	306,367,506
	273,318,629

	
	673,588,379
	638,075,867


The present value of finance lease liabilities is as follows:

	
	Consolidated

	As at 31 December
	2004
	2003

	
	Baht
	Baht

	Not later than 1 year 
	367,220,873
	364,757,238

	Later than 1 year and not later than 5 years
	306,367,506
	273,318,629

	
	673,588,379
	638,075,867


The interest rate exposure of the borrowings of the Group is as follows:

	
	Consolidated
	Company

	As at 31 December
	2004
	2003
	2004
	2003

	
	Baht
	Baht
	Baht
	Baht

	
	
	
	
	

	Total borrowings
	
	
	
	

	- at fixed rates
	40,177,656,807
	42,505,146,580
	38,324,293,316
	41,585,759,073

	- at floating rates
	44,242,788,185
	26,050,895,147
	11,374,457,816
	9,483,231,015

	
	84,420,444,992
	68,556,041,727
	49,698,751,132
	51,068,990,088


17.
Borrowings (Continued)
	
	Consolidated
	Company

	As at 31 December
	2004
	2003
	2004
	2003

	Weighted average effective

interest rates:
	
	
	
	

	- banks and financial institutions 
	5.23%
	5.44%
	4.41%
	5.39%

	- lease liabilities
	6.52%
	7.82%
	-
	-

	- debentures
	5.42%
	6.05%
	5.42%
	6.05%


Secured liabilities

Borrowings include secured liabilities being loans under leases, and loans from banks and financial institutions of Baht 79.69 billion (2003: Baht 63.90 billion) and Baht 44.97 billion (2003: Baht 46.23 billion) in the consolidated and Company financial statements, respectively.  The bank borrowings are secured with certain available-for-sale securities, shares of subsidiaries and associates, network property and equipment, and land and building of the Group, guarantee by a subsidiary of the Group  (Note 31).  Lease liabilities are effectively secured as the rights to the leased assets revert to the lessor in the event of default.

Bank and financial institution loans under current and non-current liabilities include secured loans of Baht 6.67 billion (2003: Baht 2.86 billion) from Kreditanstalt fuer Wiederaufbau (“KfW”) (Note 9).

Baht debentures 
On 18 February 2003, the Company issued secured debentures with periodic payments, TelecomAsia Corporation Public Company Limited No. 1/2546, which will be 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 a 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 issuance costs of these debentures amounted to Baht 27.06 million.

On 25 February 2004, at the Extraordinary Shareholders’ Meeting 1/2547 of a subsidiary to the Company, the shareholders of the subsidiary approved the issuance and offering of debentures at the total value not exceeding Baht 6,000 million. The category of the debentures issued will be subordinated or senior debentures, amortised or bullet principal repayment, secured or unsecured, with or without debenture-holder representative, interest rates, depending upon market conditions at the time of the issuance and offering of the debentures. The aforementioned debentures will have maturities not exceeding 20 years.  As at 31 December 2004 the subsidiary has not yet issued the debentures.

On 25 June 2004, the Company issued secured debentures with periodic payment, True Corporation Public Company Limited No. 1/2547, which are due in 2011.  The Company issued 2.413 million units of debentures at par value of Baht 1,000 per unit, totalling Baht 2,413 million.  The debentures carry interest at the fixed rate of 6.80% per annum, payable on an quarterly basis commencing from 7 October 2004 through 7 October 2011.  The principal of debentures will be redeemed by installment on every interest payment date commencing on          7 October 2008 onwards.  The issuance costs of these debentures amounted to Baht 25.02 million.

17.
Borrowings (Continued)
Debt restructuring

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 following:

1. TH transferred certain outstanding obligations and contingent liabilities of Baht 2,047.12 million and 228.96 million, respectively to its subsidiary.

2. TH transfered to its subsidiary its investment in UBC (Note 12) as consideration for the aforementioned novation.

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

These transferred debts are secured with shares of investments 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.
On 30 December 2003, the subsidiary entered into the Amendment Agreement (“Agreement”) in relation to the agreements dated 7 March 2003 mentioned above in order to extend the repayment date of principal of Baht 1,200 million, which was due on 31 December 2003 to 30 June 2004.  As defined in the Agreement, the subsidiary recognised Baht 77.45 million being contingent liabilities as part of its borrowings and included in the consolidated statement of income as non-operating expense.
On 17 June 2004, the subsidiary received an extension of repayment from 30 June 2004 to 30 September 2004.  And on 23 September 2004, the subsidiary received another extension of repayment from 30 September 2004 to 31 March 2005.

Refinancing
On 14 October 2003, the Company entered into a Loan Agreement (“Loan Agreement”) with certain Thai Banks and financial institutions to refinance all its existing Thai Baht loans amounting to Baht 21,418.77 million, resulting in a reduction of interest expenses and enhancement of operational flexibility for the Company.  The new loan carries interest at a fixed percentage per annum for the first 3 years and will revert to the floating rate at the MLR unless otherwise agreed after the first 3 years.  The loan is due for repayment within 8 years, commencing 31 December 2003.  Under the terms of the Loan Agreement, the Company must comply with certain conditions as stipulated in the Loan Agreement.

Refinancing of subsidiaries

On 29 September 2004, a subsidiary of BITCO Group entered into the Amendment and Restatement Agreement with its onshore financial institutions to amend its existing loans to be long-term borrowings.  As a result, loans previously presented as current liabilities are classified as non-current liabilities at 31 December 2004.   The long-term borrowings amounting to Baht 31,368.75 million represents long-term loans from local and overseas financial institutions for financing the construction of BITCO Group’s mobile phone network equipment and other equipment.  The loans are denominated in both Thai Baht and United States Dollars and secured against investments in subsidiaries, mortgage of land and building of a subsidiary of BITCO Group, guarantee by another subsidiary of BITCO Group, pledge of right to deposits of BITCO Group and other assignments and other conditional assignment of specific securities specified in the agreements with the lenders.  The loans carry interest at LIBOR plus a fixed percentage per annum, the reference rate (THBFIX) and MLR plus a fixed percentage per annum.  The first repayment will be due in September 2006.  The final maturity date will be due on 31 December 2011 or if concession conversion does not occur on or prior to 31 December 2007, the final maturity date will be on 30 June 2011.  Under the terms and conditions of the loan agreements, the subsidiary of BITCO Group must comply with certain conditions at specified date as stipulated in the agreements.

17.
Borrowings (Continued)
Refinancing of subsidiaries (Continued)

On 7 October 2004, a subsidiary entered into a new loan agreement with a local bank to refinance its existing loan amount of Baht 743.48 million and be granted another facility of Baht 220.00 million.  The loans carry interest at fixed percentage per annum, MLR minus a fixed percentage and MLR for the specific periods as stipulated in the agreement.  The repayments are due by monthly instalments starting from December 2004 and the final instalment will be due in September 2012.  The loans are secured against land and buildings of the subsidiary.  As at 31 December 2004, the subsidiary drew down Baht 753.48 million.  Under the terms and conditions of the loan agreement, the subsidiary must comply with certain conditions as stipulated in the agreements.

Settlement of Deferred Payment Notes obligation

On 26 February 2004 and 22 October 2004, the Company and certain unsecured creditors entered into and executed the Agreement to Settle Obligation Pursuant to the Deferred Payment Notes Agreement and the Unsecured Creditors Restructuring Agreement dated 22 December 1999 (“DPN Agreement”). Under the terms of the DPN Agreement, the Company agreed to pay the Settlement Price of Baht 42.44 million as stipulated in the DPN Agreement and the unsecured creditors agreed to return the  Deferred Payment Notes of Baht 199.13 million to the Company and release all outstanding liabilities. Consequently, a gain on repayment of borrowings amounting to Baht 156.69 million was recognised under “Other non-operating income” in the consolidated and Company statements of income for the year ended 31 December 2004.
The carrying amounts and fair values of certain non-current borrowings (excluding finance lease liabilities) of the Group are as follows:

	
	Carrying amounts
	Fair values

	
	2004
	2003
	2004
	2003

	
	Baht
	Baht
	Baht
	Baht

	Non-current bank borrowings
	48,825,061,369
	23,295,087,479
	48,969,404,346
	23,794,881,635

	Loans from a related company
	
	
	
	

	   (Note 9)
	6,664,425,000
	628,817,034
	6,508,581,193
	661,355,057

	Suppliers credit
	4,728,667,502
	4,842,041,306
	4,326,053,422
	4,374,981,312

	Debentures
	20,889,832,000
	20,383,784,598
	18,769,554,680
	21,063,749,570


The fair values are based on discounted cash flows using a discount rate based upon the borrowing rate which the directors expect would be available to the Group at the balance sheet date.  The carrying amounts of current borrowings and lease obligations approximate to their fair values.

Facilities:

The Group has the following undrawn committed borrowing facilities:

	
	
	Consolidated

	
	
	
	2004
	2003

	
	
	
	Baht
	Baht

	Floating rate
	
	
	
	

	- expiring within one year
	
	
	140,000,000
	75,357,282

	- expiring beyond one year
	
	
	1,298,398,770
	75,471,438

	
	
	
	1,438,398,770
	150,828,720


18.
Accrued expenses

Accrued expenses comprise:

	
	Consolidated
	Company

	As at 31 December
	2004
	2003
	2004
	2003

	
	Baht 
	Baht 
	Baht 
	Baht 

	Revenue sharing
	1,003,545,425
	275,398,675
	-
	-

	Access charge
	534,171,876
	99,643,589
	-
	-

	Interest expenses
	467,058,182
	980,531,756
	305,821,961
	274,272,624

	Network facility expenses
	176,852,663
	90,791,256
	36,546,901
	12,774,430

	Others
	1,119,016,988
	759,496,709
	177,720,157
	246,299,621

	Total
	3,300,645,134
	2,205,861,985
	520,089,019
	533,346,675


19.
Other current liabilities

	
	Consolidated
	Company

	As at 31 December
	2004
	2003
	2004
	2003

	
	Baht 
	Baht 
	Baht 
	Baht 

	Other payables
	1,930,938,472
	1,691,384,434
	1,278,411,969
	1,411,328,301

	Output VAT pending tax invoice
	218,687,748
	168,652,417
	54,650,024
	68,944,807

	Others
	734,374,201
	510,879,429
	159,757,557
	176,388,742

	Total
	2,884,000,421
	2,370,916,280
	1,492,819,550
	1,656,661,850


20.
Long-term trade accounts payable 

This account represents trade accounts payable pertaining to the supply and installation of the PCT project. 

On 29 March 2004, certain subsidiaries of the Group entered into the New Restructuring Agreement (“NRA”) with their major creditor, pertaining to the Repayment Terms Agreement (“RTA”) dated 5 November 1999, the Restructuring Agreement and MCP Amendment Agreement (“MCP”) dated 30 July 2002, to restructure the long-term trade account payable amounting to Japanese Yen 10,576.92 million or Baht 4,011.09 million equivalent. According to the terms of aforementioned agreements, the concerned subsidiary made cash payment of Baht 1,500 million on 29 March 2004 to its creditor and was granted a principal reduction of Japanese Yen 3,428.49 million or Baht 1,300 million equivalent, as stipulated in the MCP.

On 22 September 2004, the subsidiaries entered into a Memorandum of Understanding (“MOU”) with the creditor in respect of the extension of the NRA final completion date from 31 August 2004 to 31 December 2004.  And on 4 November 2004 and 15 December 2004, prior to the extended NRA final completion date, the Group made payments of Japanese Yen 2,668.09 million or Baht 1,000.00 million equivalent and Japanese Yen 4,235.96 million or Baht 1,586.79 million equivalent, respectively, to the creditor and was granted forgiveness of all outstanding debt amounting to Japanese Yen 7,325.09 million or Baht 2,726.30 million equivalent and all securities pledged to its creditor were released.  The Group recognised Baht 2,726.30 million (or Baht 0.90 per share) as a gain from debt restructuring in the consolidated and Company statements of income for the year ended 31 December 2004.  The gain was presented net of related debt restructuring expenses.
20.
Long-term trade accounts payable (Continued)

The outstanding restructured trade accounts payable are as follows:
	
	
	Consolidated

	
	
	2004
	2003

	
	
	Baht
	Foreign

currency
	Baht

	Interest rate
	
	Million
	Million
	Million

	Current (included in “Trade accounts payable”)
	
	
	

	Japanese Long-Term Prime Rate (JLTPR) 
	
	
	

	   + 0.5% & 2.0%
	
	-
	Yen 766.96
	286.13

	Average MLR
	
	159.44
	Baht 66.79
	66.79

	
	
	159.44
	
	352.92

	Non-current
	
	
	
	

	Japanese Long-Term Prime Rate (JLTPR)
	
	
	

	   + 0.5% & 2.0%
	
	-
	Yen 17,296.26
	6,452.87

	Average MLR
	
	1,246.35
	Baht 1,405.05
	1,405.05

	
	
	1,246.35
	
	7,857.92

	Total
	
	1,405.79
	
	8,210.84


Movement of long-term trade accounts payable can be analysed as follows:

	Year ended 31 December 2004
	
	Consolidated

	
	
	Baht  Million

	Opening net book value
	
	8,210.84

	Repayment
	
	(4,078.75)

	Gain from debt restructuring
	
	(2,726.30)

	Closing net book value
	
	1,405.79


The interest rate exposure and fair values of this debt under restructuring agreement as at 31 December are as follows:

	
	2004
	2003

	
	Baht Million
	Baht Million

	Total restructured debts - exposure
	
	

	   from interest rate borrowing at floating rates
	1,374.25
	8,631.94

	Weighted average effective interest rates
	
	

	- Denominated in Japanese Yen
	-
	3.56%

	- Denominated in Thai Baht
	5.79%
	5.87%

	
	
	

	Fair values of non-current restructured debts
	
	

	- Denominated in Japanese Yen 
	-
	7,194.49

	- Denominated in Thai Baht
	1,246.35
	1,439.00

	
	1,246.35
	8,633.49


The fair values of restructured debts are based on discounted cash flows using a discount rate based upon the borrowing rate which the directors expect will be available to the Group at the balance sheet date.

21.
Other non-current liabilities

	
	Consolidated
	Company

	As at 31 December
	2004
	2003
	2004
	2003

	
	Baht 
	Baht 
	Baht 
	Baht 

	Valued added tax pending receipt of
	
	
	
	

	   tax invoice related to debt  
	
	
	
	

	   restructuring
	235,320,218
	246,675,827
	235,320,218
	246,675,827

	Withholding tax related to debt
	
	
	
	

	   restructuring
	115,842,234
	118,856,832
	115,842,234
	118,856,832

	Deposit received from customers
	5,690,563
	5,022,132
	-
	-

	Other payable
	-
	206,545,455
	-
	-

	Total
	356,853,015
	577,100,246
	351,162,452
	365,532,659


22.
Share capital, premium and discount on share capital

	
	
	
	
	
	

	
	
	Common
	Preferred
	Share
	

	
	Number of
	Shares
	Shares
	Premium
	

	
	Shares
	Baht
	Baht
	(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
	-
	1.05
	(1.05)
	-
	-

	At 31 December 2003
	3,694.50
	29,948.48
	6,996.49
	7,995.09
	44,940.06

	- Conversion of preferred 
	
	
	
	
	

	       shares
	-
	1.83
	(1.83)
	-
	-

	- Issue of common shares
	398.03
	3,980.30
	-
	(1,316.85)
	2,663.45

	At 31 December 2004
	4,092.53
	33,930.61
	6,994.66
	6,678.24
	47,603.51


The total authorised number of shares is 4,658.34 million shares (2003: 4,389.23 million shares) with a par value of Baht 10 per share (2003: 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 authorised common shares not yet issued in the number of 556,339,381 shares so as to be in accordance with the provisions of the Public Company Limited Act.  In addition, an increase of authorised share capital from Baht 38,897,788,110 to Baht 43,892,281,600 through 499,449,349 new common shares at a par value of Baht 10 each in accordance with a past resolution at the Extraordinary General Meeting No. 1/2545 of the Company, reserved for the exercise of the warrants under the ESOP 2003 project took place.  The Company registered the reduction and the increase of authorised share capital with the Ministry of Commerce on 24 April 2003 and 25 April 2003, respectively.

On 10 June 2004, at the Extraordinary General Shareholders Meeting No. 2/2547 of the Company, the shareholders approved the reduction of the authorised share capital from Baht 43,892,281,600 to Baht 38,096,415,400 by cancelling the authorised common shares which were not yet issued totaling 579,586,620 shares in order to be in accordance with the provision of the Public Company Limited Act. In addition, an increase of authorised share capital from Baht 38,096,415,400 to Baht 43,083,393,190 by issuing 498,697,779 new common shares at a par value of Baht 10 each was approved.  The Company registered the reduction and the increase of authorised share capital with the Ministry of Commerce on 24 June 2004 and 25 June 2004, respectively.

22.
Share capital, premium and discount on share capital (Continued)

On 23 September 2004, at the Extraordinary General Shareholders Meeting No. 3/2547 of the Company, the shareholders approved the reduction of the authorised share capital from Baht 43,083,393,190 to Baht 38,096,415,400 by cancelling the authorised common shares which were not yet issued totaling 498,697,779 shares in order to be in accordance with the provision of the Public Company Limited Act. In addition, an increase of authorised share capital from Baht 38,096,415,400 to Baht 46,583,393,190 by issuing 848,697,779 new common shares at a par value of Baht 10 each was approved.  The Company registered the reduction and the increase of authorised share capital with the Ministry of Commerce on 5 October 2004 and 6 October 2004, respectively.

Preferred shares

The preferred shares of the Company confer the following rights on the holders:

Dividends:
Dividends for the first eight years are set at the rate of 10% p.a., cumulative plus the dividend payable to the holders of common shares, if any, and thereafter at the rate of 0.1% p.a. non-cumulative plus the dividend payable to the holders of common shares, if any.  As at               31 December 2004, the undeclared cumulative dividends were Baht 3,328.65 million (2003: Baht 2,629.06 million).

Liquidation:
Upon liquidation or dissolution of the Company, any amount remaining after payment of preference shares, all amounts payable in respect of indebtedness and other obligations of the Company shall be divided among the holders of the preferred shares pro rata to the number of the preferred shares held by each holder and paid in equal amount per share to such holders of the preferred shares in priority to the holders of the common shares.

Redemption:
The preferred shares shall not be redeemable by the Company.

Conversion:
The preferred shares have a conversion right to common shares at ratio of 1:1 during any period from the 2nd to the 8th anniversary of the issuance of the preferred shares.  To the extent that the preferred shareholders have not exercised, their conversion right will  expire.

Voting rights:
Each preferred share shall carry the right to one vote at any meeting of the shareholders of the Company.

Pursuant to the Terms and Material Information of Purchase Rights dated 31 March 2000 (“Terms”), KfW has granted rights to 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 in the Company in connection with the increase in capital and the issuance of the said preference shares.

On 30 September 2003, which was the exercise date, the qualified shareholders exercised the purchase rights of KfW of 49,335 shares. The Company completed the registration of the conversion of the preference shares into the common shares with the Ministry of Commerce on 10 October 2003.

On 31 March 2004 and 30 September 2004, which were the exercise dates, the qualified shareholders exercised the purchase rights of KfW of 29,429 shares and 153,634 shares, respectively. The Company completed the registration of the conversion of the preference shares into the common shares with the Ministry of Commerce on 12 April 2004 and 13 October 2004, respectively.

22.
Share capital, premium and discount on share capital (Continued)

Equity warrants

On 17 June 2003, the Company issued 19,862,729 units of equity warrants to the Company’s directors and employees at the executive level.  One unit of equity warrant will be entitled to purchase one common share at the exercise price of Baht 5.20 per share and such equity warrants will be expired on 16 June 2008.

On 10 June 2004, at the Extraordinary General Shareholders Meeting No. 2/2547 of the Company, the shareholders approved the issuance and offering of the equity warrants to directors and employees at executive level to purchase the Company’s common shares in the total number not exceeding 19,111,159 units.  On 7 February 2005, the Company issued 18,274,444 units of equity warrants.  One unit of equity warrant will be entitled to purchase one common share at the exercise price of Baht 11.20 per share and such equity warrants will be expired on 6 February 2010.
Movements in the number of outstanding warrants are as follows:

	
	2004

(thousand’s)
	2003

(thousand’s)

	At beginning of year
	93,990
	174,127

	Granted
	-
	19,863

	Exercised
	(30)
	-

	Lapsed
	-
	(100,000)

	At end of year
	93,960
	93,990


Compensation cost is not recognised in these financial statements for the fair value or the intrinsic value of share options warrants granted.

Warrants outstanding at the year ended have the following terms:

	
	
	31 December
	31 December

	
	Exercise price
	2004
	2003

	Expiry date
	Baht
	(thousand’s)
	(thousand’s)

	13 June 2007
	10.60
	37,132
	37,132

	16 June 2008
	5.20
	19,833
	19,863

	9 June 2010
	10.60
	36,995
	36,995

	
	
	93,960
	93,990


23.
Legal reserve

The legal reserve of the Company was established in accordance with the provisions of the Public Company Limited Act B.E. 2535, which requires the appropriation as legal reserve of at least 5% of net income for the year until the reserve reaches 10% of the authorised share capital.  This reserve is not available for dividend distribution.
24. Minority interests

	
	Consolidated

	As at 31 December
	2004
	2003

	
	Baht
	Baht

	Opening net book value
	416,882,791
	453,224,821

	Addition 
	15,300,100
	-

	Acquisition of subsidiary (Note 4)
	(44,491,601)
	-

	Share of net loss of subsidiaries
	(16,755,958)
	(36,342,030)

	Closing net book value
	370,935,332
	416,882,791


25.
Consolidated segment information

Primary reporting format - business segments

	
	
	
	
	
	Baht : Million
	

	For the year ended
	
	
	
	
	
	
	
	

	   31 December 2004
	Wireline
	Wireless
	Multimedia
	DDN
	Internet
	Other
	Group
	

	
	
	
	
	
	
	
	
	

	Revenues
	16,631.78
	11,729.65
	1,408.73
	1,028.66
	887.64
	1,323.78
	33,010.24
	

	
	
	
	
	
	
	
	
	

	Segment results
	5,312.46
	(1,373.80)
	254.02
	618.15
	376.42
	199.17
	5,386.42
	

	Unallocated costs
	
	
	
	
	
	
	(3,553.38)
	

	Operating results
	
	
	
	
	
	
	1,833.04
	

	Finance cost 
	
	
	
	
	
	
	(3,916.23)
	

	Share of associates
	
	
	
	
	
	
	(124.14)
	

	Other non-operating income
	
	
	
	
	
	
	156.70
	

	Loss before tax
	
	
	
	
	
	
	(2,050.63)
	

	Income tax
	
	
	
	
	
	
	(87.52)
	

	Loss before extraordinary item
	
	
	
	
	
	
	(2,138.15)
	

	Extraordinary item - gain from
	
	
	
	
	
	
	
	

	   debt restructuring 
	
	
	
	
	
	
	2,726.30
	

	Profit before minority interest
	
	
	
	
	
	
	588.15
	

	Minority interest
	
	
	
	
	
	
	16.76
	

	Net profit for the year
	
	
	
	
	
	
	604.91
	

	
	
	
	
	
	
	
	
	

	Segment assets
	31,813.07
	51,436.82
	4,319.71
	1,423.97
	1,038.14
	3,785.29
	93,817.00
	

	Investment in joint ventures,
	
	
	
	
	
	
	
	

	   associates and other
	
	
	
	
	
	
	3,742.49
	

	Unallocated assets
	
	
	
	
	
	
	5,065.69
	

	Consolidated total assets
	
	
	
	
	
	
	102,625.18
	

	
	
	
	
	
	
	
	
	

	Segment liabilities
	51,144.74
	40,431.91
	1,643.50
	264.37
	894.47
	2,385.87
	96,764.86
	

	Unallocated liabilities
	
	
	
	
	
	
	1,122.77
	

	Consolidated total liabilities
	
	
	
	
	
	
	97,887.63
	

	
	
	
	
	
	
	
	
	

	Capital expenditure
	641.42
	2,388.00
	620.89
	18.06
	82.01
	897.67
	4,648.05
	

	Unallocated capital 
	
	
	
	
	
	
	
	

	    expenditure
	
	
	
	
	
	
	1,128.02
	

	Consolidated total capital
	
	
	
	
	
	
	
	

	   expenditure
	
	
	
	
	
	
	5,776.07
	

	
	
	
	
	
	
	
	
	

	Depreciation and amortisation
	(5,873.31)
	(3,948.67)
	(452.71)
	(152.12)
	(231.16)
	(583.07)
	(11,241.04)
	

	Unallocated depreciation and  
	
	
	
	
	
	
	
	

	   amortisation
	
	
	
	
	
	
	(180.62)
	

	Consolidated total depreciation
	
	
	
	
	
	
	
	

	   and amortisation
	
	
	
	
	
	
	(11,421.66)
	


25. Consolidated segment information (Continued)
Primary reporting format - business segments
	
	
	
	
	
	Baht : Million

	For the year ended
	
	
	
	
	
	
	

	   31 December 2003
	Wireline
	Wireless
	Multimedia
	DDN
	Internet
	Other
	Group

	
	
	
	
	
	
	
	

	Revenues
	16,893.09
	7,227.91
	1,097.00
	1,182.66
	470.69
	1,078.60
	27,949.95

	
	
	
	
	
	
	
	

	Segment results
	5,372.93
	(2,968.85)
	102.43
	689.13
	181.60
	168.81
	3,546.05

	Unallocated costs
	
	
	
	
	
	
	(3,859.26)

	Operating results
	
	
	
	
	
	
	(313.21)

	Finance cost 
	
	
	
	
	
	
	(4,756.75)

	Share of associates
	
	
	
	
	
	
	(444.25)

	Gain on sale of investment
	
	
	
	
	
	
	3.99

	Other non operating expenses
	
	
	
	
	
	
	(77.45)

	Loss before tax
	
	
	
	
	
	
	(5,587.67)

	Income tax
	
	
	
	
	
	
	(122.77)

	Loss before minority interest
	
	
	
	
	
	
	(5,710.44)

	Minority interest
	
	
	
	
	
	
	36.34

	Net loss for the year
	
	
	
	
	
	
	(5,674.10)

	
	
	
	
	
	
	
	

	Segment assets
	38,708.88
	29,010.70
	3,346.02
	2,027.40
	574.64
	3,356.04
	77,023.68

	Investment in joint ventures,
	
	
	
	
	
	
	

	   associates and other
	
	
	
	
	
	
	3,698.91

	Unallocated assets
	
	
	
	
	
	
	6,037.47

	Consolidated total assets
	
	
	
	
	
	
	86,760.06

	
	
	
	
	
	
	
	

	Segment liabilities
	52,635.23
	25,500.71
	2,322.72
	759.45
	456.87
	2,370.73
	84,045.71

	Unallocated liabilities
	
	
	
	
	
	
	1,219.29

	Consolidated total liabilities
	
	
	
	
	
	
	85,265.00

	
	
	
	
	
	
	
	

	Capital expenditure
	1,751.45
	4,224.76
	253.84
	55.04
	60.83
	590.73
	6,936.65

	Unallocated capital
	
	
	
	
	
	
	

	   expenditure
	
	
	
	
	
	
	103.60

	Consolidated total capital
	
	
	
	
	
	
	

	   expenditure
	
	
	
	
	
	
	7,040.25

	
	
	
	
	
	
	
	

	Depreciation and amortisation
	(6,133.65)
	(2,918.49)
	(456.50)
	(161.76)
	(9.05)
	(517.99)
	(10,197.44)

	Unallocated depreciation and  
	
	
	
	
	
	
	

	   amortisation
	
	
	
	
	
	
	(157.67)

	Consolidated total depreciation
	
	
	
	
	
	
	

	   and amortisation
	
	
	
	
	
	
	(10,355.11)


25.
Consolidated business segment (Continued)

The Group is organised into five main business segments:

(
Wireline
-  to install and provide services of 2.6 million fixed lines including public telephone and related value added service;

(
Wireless
-  to provide Personal Communication Telephone (PCT) and cellular telephone services, sales of handsets and related accessories;

(
Multimedia
-  to provide multimedia services, NON-POTS and broadband access; 

(
DDN
-  to provide a lease line connecting two places in the form of voice, data and image; and

(
Internet 
- to provide internet services both narrow band and broadband, online-portal in name of ClickTA.com and corporate network and technology services.

Other operations of the Group mainly consist of investment holding and providing vehicle and building rental services, neither of which are of a sufficient size to be reported separately.

Sales transactions between business segments are eliminated.  Unallocated costs represent corporate expenses.  Segment assets consist of property, plant and equipment, intangible assets, inventories, receivables and operating cash, and exclude investments.  Segment liabilities consist of operating liabilities and borrowings.  Capital expenditure consists of additions to property, plant and equipment (Note 14) and intangible assets (Note 15), including additions resulting from acquisition through business combinations (Note 4, Note 14 and Note 15).

The Group operates only in Thailand.  Therefore, no geographical segments are reported under the secondary reporting format.

26.
Cost of services

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

	For the years ended
	Consolidated
	
	Company

	   31 December
	2004
	
	2003
	
	2004
	
	2003

	
	Baht Million
	
	Baht Million
	
	Baht Million
	
	Baht Million

	Cost of services:
	
	
	
	
	
	
	

	Depreciation and amortisation
	10,437.67
	
	10,337.58
	
	6,585.72
	
	7,102.92

	Revenue sharing and access charge
	6,489.13
	
	5,451.62
	
	4,333.05
	
	4,814.15

	Network operating expenses
	5,167.47
	
	4,414.14
	
	2,562.78
	
	2,531.71

	Total
	22,094.27
	
	20,203.34
	
	13,481.55
	
	14,448.78


27.
Operating results

The following items have been included in arriving at operating results:

	
	Consolidated
	Company

	For the year ended 31 December
	2004
	2003
	2004
	2003

	
	Baht
	Baht
	Baht
	Baht

	Depreciation on property, plant and
	
	
	
	

	   equipment (Note 14)
	
	
	
	

	- owned assets
	10,582,288,148
	9,709,569,541
	6,445,908,685
	6,512,114,551

	- owned assets (vehicles) leased out
	
	
	
	

	     under operating leases
	154,356,982
	75,327,780
	-
	-

	- leased assets under finance leases
	289,346,104
	325,120,388
	-
	-

	
	
	
	
	

	Impairment (included in “Other
	
	
	
	

	   expenses”)
	
	
	
	

	- Property, plant and equipment
	
	
	
	

	     (Note 14)
	8,329,810
	647,962,313
	39,029,809
	647,962,313

	(Gain)loss on disposal of property,
	
	
	
	

	   plant and equipment 
	(73,030,142)
	(54,540,295)
	18,698,591
	11,644,376

	
	
	
	
	

	Repair and maintenance expenditure
	
	
	
	

	   on property, plant and equipment
	957,968,128
	887,817,395
	542,554,752
	539,471,071

	
	
	
	
	

	Amortisation of intangible assets
	
	
	
	

	   (included in “selling and
	
	
	
	

	   administrative expenses and        
	
	
	
	

	   cost of services”) 
	395,670,785
	245,081,946
	229,965,792
	214,047,957

	
	
	
	
	

	Operating lease rentals 
	
	
	
	

	- building
	260,714,544
	216,985,461
	387,835,727
	397,803,430

	- vehicles
	42,709,747
	59,623,398
	166,258,319
	160,750,770

	
	
	
	
	

	Obsolete inventories
	26,454,551
	225,951,480
	21,417,345
	174,877,877

	
	
	
	
	

	Trade accounts receivable

- doubtful accounts
	558,421,089
	665,320,924
	353,947,091
	325,040,884

	
	
	
	
	

	Staff cost
	
	
	
	

	- Wages and salaries
	3,038,190,656
	2,819,505,176
	1,828,547,302
	1,752,410,110

	- Social security cost
	82,180,688
	61,740,003
	57,402,303
	43,750,463

	- Provident fund
	106,715,867
	97,142,585
	73,343,392
	63,564,149

	- Other benefits
	84,294,119
	102,123,961
	67,597,858
	74,335,810


The number of persons employed by the Group at the end of years are as follows:

	
	Consolidated
	Company

	
	2004
	2003
	2004
	2003

	
	
	
	
	

	Full time
	8,071
	6,544
	4,337
	4,238

	Part time
	1,730
	1,068
	1,210
	653

	
	9,801
	7,612
	5,547
	4,891


28.
Basic and diluted earnings (loss) per share
Basic earnings (loss) per share is calculated by dividing the net profit (loss) attributable to common shareholders by the weighted average number of common shares outstanding during the year (2004: 3,014.55 million shares and 2003: 2,994.80 million shares).

	
	2004
	2003

	
	Baht Million
	Baht Million

	Net profit (loss) attributable to shareholders
	604.91
	(5,674.10)

	Cumulative dividend of preferred shares
	(699.60)
	(699.71)

	Net loss used to determine basic loss per share
	(94.69)
	(6,373.81)

	Weighted average number of common shares in issue (million shares) 
	3,014.55
	2,994.80

	Basic loss per share (Baht per share)
	(0.03)
	(2.13)


Diluted earnings (loss) per share for the year ended 31 December 2004 includes the effect of 699,596,930 shares (2003: 699,712,977 shares) of convertible preferred shares and 93,983,984 units (2003: 93,989,326 units) of stock options on an as-if-converted method.  The results of their inclusion are antidilutive.  Therefore, the basic loss per share and diluted loss per share are the same.

Supplementary information - loss per share data excludes the extraordinary item (for this purpose the weighted average shares number is not changed).

	
	2004
	2003

	
	Baht Million
	Baht Million

	Net profit (loss) attributable to shareholders
	604.91
	(5,674.10)

	Cumulative dividend of preferred shares
	(699.60)
	(699.71)

	Extraordinary item (Note 20)
	(2,726.30)
	-

	Net loss used to determine basic loss per share
	(2,820.99)
	(6,373.81)

	Weighted average number of common shares in issue (million shares) 
	3,014.55
	2,994.80

	Basic loss per share excluding extraordinary item (Baht per share)
	(0.93)
	(2.13)


29.
Cash flows from operating activities

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

	
	
	Consolidated
	Company

	
	
	2004
	2003
	2004
	2003

	
	Notes
	Baht
	Baht
	Baht
	Baht

	Profit (loss) before minority interest
	
	588,157,254
	(5,710,446,490)
	604,913,212
	(5,674,104,460)

	Add:
Interest expense
	
	4,212,697,393
	4,483,234,665
	2,760,121,123
	3,135,781,658

	 
Income tax
	
	87,521,399
	122,769,268
	-
	-

	Profit (loss) before interest and tax
	
	4,888,376,046
	(1,104,442,557)
	3,365,034,335
	(2,538,322,802)

	Adjustments for:
	
	
	
	
	

	Depreciation and amortisation
	
	11,785,067,837
	11,365,829,207
	6,921,696,212
	7,446,431,687

	(Gain) loss on disposals of 
	
	
	
	
	

	   property, plant and equipment
	27
	(73,030,142)
	(54,540,295)
	18,698,591
	11,644,376

	Doubtful accounts
	27
	558,421,089
	665,320,924
	353,947,091
	325,040,884

	Impairment charge of fixed assets
	14
	8,329,810
	647,962,313
	39,029,809
	647,962,313

	Obsolete inventories
	27
	26,454,551
	225,951,480
	21,417,345
	174,877,877

	Other operating assets and liabilities
	
	
	
	
	

	   written-off   
	
	22,890,575
	20,152,182
	21,596,603
	-

	Gain on sale of available-for-sale
	
	
	
	
	

	   securities 
	
	-
	(3,981,900)
	-
	-

	Unrealised (gain) loss on foreign
	
	
	
	
	

	   exchange
	
	(566,825,920)
	232,981,506
	73,753,158
	84,002,240

	Gain from debt restructuring
	20
	(2,726,304,978)
	-
	(2,726,304,978)
	-

	Gain on repayment of borrowings
	17
	(156,695,184)
	-
	(156,695,184)
	-

	Gain from forgiveness
	
	(165,044,275)
	(5,430)
	-
	(5,430)

	Share of loss in subsidiaries, joint
	
	
	
	
	

	   ventures and associates
	
	124,143,684
	444,249,131
	2,530,034,180
	4,415,323,704

	Changes in operating assets and
	
	
	
	
	

	   liabilities 
	
	
	
	
	

	- Trade accounts receivable
	
	(851,859,480)
	942,590,593
	(316,252,664)
	756,928,215

	- Short-term investment - trading 
	
	
	
	
	

	     securities
	
	(200,855,797)
	(304,175,093)
	-
	-

	- Inventories
	
	(469,247,104)
	43,040,990
	(400,702,138)
	(62,166,208)

	- Other current assets
	
	1,030,723,252
	742,856,546
	684,442,936
	772,232,954

	- Other non-current assets
	
	200,756,708
	(9,051,971)
	23,194,642
	9,920,336

	- Trade accounts payable
	
	(1,100,735,493)
	94,705,300
	773,920,582
	(515,679,292)

	- Accrued expenses and other
	
	
	
	
	

	    current liabilities
	
	1,353,217,222
	(2,255,886,672)
	(334,574,263)
	(1,804,728,247)

	- Other non-current liabilities
	
	(815,355,790)
	(54,877,785)
	(15,295,031)
	-

	Cash generated from operations
	
	12,872,426,611
	11,638,678,469
	10,876,941,226
	9,723,462,607

	Less:
Interest paid
	
	(4,758,224,301)
	(3,803,948,528)
	(2,716,400,166)
	(2,445,359,245)

	
Income tax paid
	
	(732,830,469)
	(759,221,461)
	(519,106,290)
	(537,624,613)

	Net cash from operating activities
	
	7,381,371,841
	7,075,508,480
	7,641,434,770
	6,740,478,749


30.
Financial instruments
i)
Objective and significant terms and conditions

In order to manage the risks arising from fluctuations in currency exchange rates, the Group adopts the following foreign currency risk management practices:

· entering into forward foreign exchange contracts;

· negotiating payment terms for foreign currency settlements on an individual transaction basis; and

· negotiating with foreign suppliers to share foreign exchange exposure.

Transaction risk is calculated in each foreign currency and is projected six months forward.  Exchange rates are monitored and forecasting information supplied by recognised research and financial analysis is used to estimate future exchange rates.  These are compared against premiums on forward exchange contracts, and after making adjustments for the related risk, a decision is taken on whether to cover foreign currency transactions.

Transactions, if hedged with forward exchange contracts, are not hedged on a net basis, but rather on a transaction by transaction basis.

At 31 December 2004 and 2003, the Group had outstanding foreign currency assets and liabilities as follows:

	

	Consolidated
	Company

	
	2004
	2003
	2004
	2003

	
	Currency
	Currency
	Currency
	Currency

	
	 Million
	 Million
	 Million
	 Million

	Assets
	
	
	
	

	US Dollar
	21.18
	2.07
	-
	-

	Euro 
	0.62
	-
	-
	-

	
	
	
	
	

	Liabilities
	
	
	
	

	US Dollar
	196.14
	90.08
	-
	0.46

	Japanese Yen
	12,482.95
	31,795.93
	12,482.95
	12,978.60

	Great British Pound Sterling
	2.48
	0.84
	-
	0.01

	Euro 
	2.27
	1.49
	-
	0.09

	Danish Krone
	-
	0.05
	-
	-


Foreign currency assets represent cash and accounts receivable whilst the above foreign currency liabilities represent trade accounts payable, long-term trade accounts payable, borrowings and other payables.

Forward foreign exchange contracts

Forward foreign exchange contracts are entered into to manage exposure to fluctuations in foreign currency exchange rates on specific transactions.  The Group’s policy is to enter into forward foreign exchange contracts for 100% of short-term loans anticipated in each month over the following six months.

At 31 December 2004, the latest settlement date of open forward contracts will be on 29 September 2005. The Baht amounts to be received and contractual exchange rates of the Group's outstanding contracts were as follows:

	
	Consolidated

	
	2004
	2003

	
	Million Baht
	Million Baht

	US Dollar 136.97 million (2003: US Dollar 72.96 million)
	
	

	   at averaged rates of Baht 41.55/US Dollar (2003: Baht
	
	

	   39.74/US Dollar )
	5,691.32
	3,104.39

	Euro 0.26 million as at 31 December 2003 at averaged rates of Baht
	
	

	   45.20/Euro
	-
	11.85


30.
Financial instruments (Continued)

i)
Objective and significant terms and conditions (continued)

Net fair values

The net fair values of the Group's derivative financial instruments at the balance sheet date were as follows:

	
	Consolidated

	
	2004
	2003

	
	Million Baht
	Million Baht

	
	
	

	Unfavourable forward foreign exchange contracts
	(339.14)
	(207.76)


The fair values of forward foreign exchange contracts have been calculated based on rates quoted by the Company's lending bankers at balance sheet date, as if these agreements had been terminated.

ii)
Other interest rate exposures

Refer to borrowings Note 17 for details on the average interest rates and maturities of these balances.

iii)
Credit risk

The Group has no significant concentrations of credit risk of receivables overdue as discussed in Note 8.  Derivative instruments are entered into with, and cash is placed with substantial financial institutions. The credit exposure of derivatives are represented by the net fair values of the contracts as disclosed above.

iv)
Other fair values

Certain financial assets and liabilities which are accounted for at historical cost are carried at values which may differ materially from the fair value.  The carrying amounts of cash, trade receivables, trade payables, other payables, short-term borrowings, floating rate long-term borrowings, preference shares and dividends payable approximate to their fair values.  Information on the fair values of borrowings and foreign currency forward exchange contracts is included in Note 17 and in section (i) of this note, respectively.

31.
Contracts and commitments

31.1
The Company entered into the agreement for Joint-Operation and Investments for Expansion of 2.6 million lines Telephone Services with TOT and other supplements to the Agreement for the following services:

· Wireline Services

· Value Added Services

· Personal Communication Telephone Services

· Public Telephone Services

· Receiving telephone service orders, and receiving payment for installation charges, deposits and monthly usage

· Fault notification and dropwire maintenance

· Personal  Communication  Telephone Service for TOT subscribers

31.
Contracts and commitments (Continued)

Under the provisions of the “Agreement”, the “Amendment” and the Supplementary Agreements, TOT and the Company will share the gross revenues collected from operating the telephone network in accordance with the percentages stipulated in the agreements.  Among the Company’s responsibilities are the acquisition, installation, project management, operation and maintenance of the system as set out in the agreements.  In addition, the Company is required to transfer to TOT certain equipment pertaining to such system together with the land and buildings acquired by the Company related to the project.

In compliance with the terms of the agreements, the Company has placed letters of guarantee issued by certain local banks in favour of TOT totaling Baht 300 million.

31.2
Agreement for PCT operation

According to the Concession Agreement and the PCT Supplemental Agreement (“the Concession Agreement”) between the Company and TOT to jointly operate and invest in the expansion of basic telephone services, including a personal communication telephone system in the telephone areas of Bangkok using the same long-distance telephone area code (the “Territory”),  the Company is obliged to operate and comply with the Concession Agreement.  Asia Wireless Communication Co., Ltd. (“AWC”), a subsidiary of the Company will operate and share revenues with the Company in accordance with the PCT Contract (the “Contract”).  In July 2001, the Company entered into the Contract with AWC, which became effective on 25 July 2001.  The principal terms and conditions include the following.

a. AWC is responsible, at its own cost and expense, to procure, purchase, install, operate and maintain a personal communication telephone system in the Territory, all of which are to be performed in accordance with the requirements of the Concession Agreement; and

b.
In consideration of the foregoing, AWC is entitled to receive a portion of the revenue generated by the PCT services in accordance with the calculation methodology set out in the Contract.

31.3  
The certain subsidiaries and a joint venture have agreements with state enterprises, the Communications Authority of Thailand (“CAT”) and the Telephone Organisation of Thailand  (“TOT”) to provide nationwide cellular telephone service, the lease of long distance circuits and internet service, respectively.

Under the terms of the agreements, the subsidiaries and joint venture have certain commitments to acquire, install, manage and maintain all equipment.  The subsidiaries and joint venture are also committed to transfer to TOT and CAT all equipment pertaining to such systems as the installations are completed.  During the term of the agreements, the subsidiaries and joint venture are entitled to collect deposits, membership fees and other service fees from customers as stipulated in the agreements.  

In addition, the subsidiaries and joint venture are contingently liable to certain foreign and local banks for letters of guarantee totaling Baht 305.50 million issued by said banks in favor of TOT and CAT.  The letters of guarantee cover the guarantee for the subsidiaries and joint venture in compliance with the provisions of the agreements referred to above.

31.4
The Company, subsidiaries and joint ventures are contingently liable to certain foreign and local banks for letters of guarantee in favour of certain government agencies, certain state enterprises and companies amounting to Baht 44.47 million for the Company and Baht 106.72 million for the subsidiaries and joint ventures.  The subsidiary has a contingent liability to certain local banks amounting to Baht 139.39 million.
31.
Contracts and commitments (Continued)

31.5
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 31 December

	
	Consolidated
	Company

	
	
	
	Mortgaged Value
	
	

	
	2004
	2003
	2004
	2003
	2004
	2003

	
	Baht
	Baht
	Baht
	Baht
	Baht
	Baht

	
	Million
	Million
	Million
	Million
	Million
	Million

	
	
	
	
	
	
	

	Fixed and saving deposits
	1,739.25
	1,819.96
	-
	-
	1,317.38
	1,055.43

	Investments in shares of subsidiaries, joint ventures and associates (excluding investment in shares of certain subsidiaries pledged as collateral, which have been eliminated in the consolidated financial statements)
	1,574.60
	3,620.73
	-
	-
	-
	-

	Land, building and machinery
	754.01
	817.26
	893.48
	1,300.00
	-
	-


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

31.6
The Company and subsidiaries have entered into contracts with various contractors to supply and install additional network and expansion of network equipment capability and various services agreements related to office spaces, shops, vehicles and base stations.  Total commitments as at 31 December 2004 were approximately Baht 628.36 million for the Company and Baht 6,269.86 million for the subsidiaries (2003: Baht 1,076.60 million and Baht 4,487.52 million, respectively).  In addition the Company has commitments with TOT to construct and transfer building and network equipment amounting to approximately Baht 140.00 million (2003: Baht 169.50 million).

31.7
On 28 September 2004, the Company entered into the Sponsor Support Agreements (“SSA”) with the secured lenders of TA Orange pursuant to which the Company agreed to provide financial support as set forth below:

31.7.1 In the case of regulatory sponsor support to governmental authorities arising out the mobile phone concession: where TA Orange experiences cash shortfalls for its normal operations due to regulatory costs as specified in the SSA, the sponsors shall provide financial support on a quarterly basis for the amount of the shortfall caused by the excess regulatory costs.   
31.7.2 In the case of general cash deficiency sponsor support: where the cash flows of TA Orange are insufficient for its normal operations or debt repayments pursuant to the terms of the financing documents with its lenders, the Company will provide financial support to TA Orange in a total amount not exceeding Baht 7,000.00 million.

Under the terms and conditions of the SSA, the Company and concerned parties must comply with certain conditions as stipulated in the SSA.  The sponsor support funds must be injected into TA Orange in the form as specified in the SSA.

32.
Interests in joint ventures

The Group has a 65.00% interest in a joint venture, Asia Infonet Co., Ltd., (“AI”) which operates as an Internet provider; and a 70.00% interest in True Internet Data Center Co., Ltd.  (“TIDC”) which engages in providing internet data center services.  Prior to 29 September 2004, Bangkok Inter Teletech Co., Ltd. (“BITCO”) was a joint venture.  As described in Note 12, on 29 September 2004, there was a change in the status of BITCO to subsidiary. 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:

	
	2004
	2003

	
	BITCO
	AI
	TIDC
	BITCO
	AI
	TIDC

	
	Baht
	Baht
	Baht
	Baht
	Baht
	Baht

	
	Million
	Million
	Million
	Million
	Million
	Million

	Cash and restricted cash 
	-
	158.38
	1.90
	1,003.65
	18.77
	1.70

	Current assets
	-
	123.14
	9.77
	1,815.67
	125.66
	61.59

	Non-current assets
	-
	11.91
	0.79
	100.41
	8.71
	0.78

	Property, plant and equipment
	-
	35.36
	59.34
	15,353.58
	32.45
	10.63

	Intangible assets, net
	-
	-
	-
	107.73
	-
	-

	
	
	
	
	
	
	

	Total assets
	-
	328.79
	71.80
	18,381.04
	185.59
	74.70

	
	
	
	
	
	
	

	Current liabilities
	-
	(131.60)
	(6.61)
	(16,645.13)
	(108.36)
	(5.77)

	Non-current liabilities
	-
	(0.84)
	-
	(218.02)
	(0.59)
	-

	
	
	
	
	
	
	

	Total liabilities
	-
	(132.44)
	(6.61)
	(16,863.15)
	(108.95)
	(5.77)

	
	
	
	
	
	
	

	Net assets
	-
	196.35
	65.19
	1,517.89
	76.64
	68.93

	
	
	
	
	
	
	

	Sales
	4,659.18
	242.70
	3.33
	5,077.53
	258.76
	-

	
	
	
	
	
	
	

	Operating results
	(1,450.45)
	(50.21)
	(14.18)
	(2,805.53)
	34.33
	(3.42)

	Financial income
	2.29
	0.12
	-
	11.20
	0.08
	0.03

	Income tax
	-
	(1.08)
	-
	(0.34)
	(14.13)
	-

	
	
	
	
	
	
	

	Net profit (loss) 
	(1,448.16)
	(51.17)
	(14.18)
	(2,794.67)
	20.28
	(3.39)

	
	
	
	
	
	
	

	Depreciation and amortisation
	1,455.78
	11.13
	7.37
	1,930.24
	6.88
	0.01

	
	
	
	
	
	
	

	Proportionate interest in joint 

   venture capital commitments 
	-
	nil
	nil
	2.11 billion
	nil
	nil

	Proportionate interest in joint 

   venture contingent liabilities
	-
	1.23
	0.92
	116.65
	0.50
	nil


The number of employees in the joint ventures in 2004 was 152 persons (2003: 1,291 persons).

33.
Concession conversion

Under the National Telecommunication Master Plan adopted since November 1997 regarding the privatisation of TOT and CAT and the conversion of the concessions under their operations, the National Telecommunication Commission (“NTC”) has to be established to regulate and oversee the country’s telecommunication business.  In August 2004, the 7 members of NTC were appointed by the Senate. The concession conversion process is ongoing and no determination can be made at the date of these financial statements of the likely outcome and the impact of conversion on the consolidated and Company’s financial statements.

34.
Post balance sheet events

1.
During January and February 2005, the total 1,735,065 units of equity warrants under the ESOP 2003 project were exercised by the Company’s directors and senior executives at the exercise price of Baht 5.20 per share.  The Company completed the registration of 1,735,065 paid-up common shares with the Ministry of Commerce on the relevant dates.  
2.
The Company’s Board of Directors approved these financial statements for issue on 25 February 2005.
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