True Corporation Public Company Limited 

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

For the six-month periods ended 30 June 2004 and 2003


1.
Accounting policies
These interim consolidated and company financial statements have been prepared in accordance with Thai generally accepted accounting principles under the Accounting Act B.E. 2543, being those Thai Accounting Standards issued by the Institute of Certified Accountants and Auditors of Thailand and approved under law by the Board of Supervision of Auditing Practice appointed by the Minister of Commerce under the Auditor Act B.E. 2505, and the financial reporting requirements of the Securities and Exchange Commission.  The primary financial statements (i.e. balance sheets, statements of income, changes in shareholders’ equity, retained earnings and cash flows) are prepared in the full format as required by the Securities and Exchange Commission.  The notes to the financial statements are prepared in a condensed format according to Thai Accounting Standard No. 41, “Interim Financial Reporting” and additional notes are presented as required by the Securities and Exchange Commission.

The accounting principles applied may differ from generally accepted accounting principles adopted in other countries and jurisdiction.  The accompanying interim consolidated and company financial statements are therefore not intended to present the financial position and results of operations and cash flows in accordance with jurisdictions other than Thailand.  Consequently, these interim consolidated and company financial statements are prepared based on the assumption that the users of the financial statements have an understanding of Thai generally accepted accounting principles and practices.

The interim consolidated and company financial statements have been prepared under the historical cost convention except as disclosed in the 2003 financial statements.

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

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

The accounting policies used in the preparation of the interim financial statements are consistent with those used in the annual financial statements for the year ended 31 December 2003.

Where necessary, comparative figures have also been adjusted to conform with the changes in presentation in the current period.

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

Income tax expense is recognised based on the best estimate of the weighted average annual income tax rate expected for the full financial year. The annual tax rate used is 30%.

These interim financial statements should be read in conjunction with the 2003 annual financial statements.

2.
Trade accounts receivable, net 

	
	Consolidated
	Company

	
	30 June
	31 December
	30 June
	31 December

	
	2004
	2003
	2004
	2003

	
	Baht Million
	Baht Million
	Baht Million
	Baht Million

	Receivable from TOT 
	1,608.93
	1,213.95
	1,608.93
	1,213.95

	Billed customers
	5,700.45
	5,367.48
	4,809.43
	4,648.38

	Receivable from related parties (Note 3)
	672.64
	596.29
	575.36
	338.73

	
	7,982.02
	7,177.72
	6,993.72
	6,201.06

	Less:  Allowance for doubtful accounts
	(1,770.90)
	(1,667.55)
	(1,628.86)
	(1,479.61)

	Trade accounts receivable, net
	6,211.12
	5,510.17
	5,364.86
	4,721.45


Outstanding trade accounts receivable as at 30 June 2004 and 31 December 2003 can be analysed as follows:

	
	Consolidated
	Company

	
	30 June
	31 December
	30 June
	31 December

	
	2004
	2003
	2004
	2003

	
	Baht Million
	Baht Million
	Baht Million
	Baht Million

	Current
	3,700.48
	3,540.61
	3,032.36
	2,805.31

	Less than 3 months
	856.96
	772.36
	611.21
	623.50

	3 - 6 months
	629.10
	467.07
	554.71
	435.03

	6 - 12 months
	759.61
	764.96
	757.65
	713.41

	More than 12 months
	2,035.87
	1,632.72
	2,037.79
	1,623.81

	
	7,982.02
	7,177.72
	6,993.72
	6,201.06

	Less:  Allowance for doubtful account
	(1,770.90)
	(1,667.55)
	(1,628.86)
	(1,479.61)

	Trade accounts receivable, net
	6,211.12
	5,510.17
	5,364.86
	4,721.45


Included in billed customers, there is a receivable from a joint venture, BITCO Group, amounting to      Baht 660.43 million (31 December 2003 : Baht 578.00 million).

3.    Related party transactions

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

	
	Consolidated
	Company

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

	
	2004
	2003
	2004
	2003

	
	Baht Million
	Baht Million
	Baht Million
	Baht Million

	Sales of goods:
	
	
	
	

	Subsidiaries
	-
	-
	2.04
	6.07

	Joint ventures
	1.15
	3.34
	0.88
	0.02

	Associate
	-
	0.01
	-
	-

	Related companies:
	
	
	
	

	   CP Group of companies
	7.20
	3.06
	1.44
	-

	
	8.35
	6.41
	4.36
	6.09

	Sales of services:
	
	
	
	

	Subsidiaries
	-
	-
	256.37
	34.34

	Joint ventures
	155.90
	148.21
	19.67
	31.87

	Associate
	426.54
	413.83
	0.03
	0.03

	Related companies:
	
	
	
	

	   CP Group of companies
	695.56
	575.81
	1.47
	1.37

	
	1,278.00
	1,137.85
	277.54
	67.61


Sales to the 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 six-month periods ended
	30 June
	30 June
	30 June
	30 June

	
	2004
	2003
	2004
	2003

	
	Baht Million
	Baht Million
	Baht Million
	Baht Million

	Purchases of goods:
	
	
	
	

	Subsidiaries
	-
	-
	698.24
	21.51

	Joint ventures
	28.26
	9.17
	13.99
	0.02

	Related companies:
	
	
	
	

	CP Group of companies
	0.19
	-
	0.03
	-

	NEC Corporation  
	
	
	
	

	    (Thailand) Co., Ltd.
	11.92
	62.05
	11.92
	62.05

	
	40.37
	71.22
	724.18
	83.58


3.    Related party transactions (Continued)
ii)    Purchases of goods and services (Continued)
	
	Consolidated
	Company

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

	
	2004
	2003
	2004
	2003

	
	Baht Million
	Baht Million
	Baht Million
	Baht Million

	Purchases of services:
	
	
	
	

	Subsidiaries
	-
	-
	762.07
	925.69

	Joint ventures
	26.66
	8.79
	4.48
	6.25

	Associate
	12.05
	8.07
	5.46
	4.84

	Related companies:
	
	
	
	

	CP Group of companies
	57.26
	50.97
	31.22
	30.53

	NEC Corporation 
	
	
	
	

	   (Thailand) Co., Ltd.
	3.50
	7.47
	3.49
	7.47

	Verizon Group of companies
	-
	0.76
	-
	0.76

	
	99.47
	76.06
	806.72
	975.54


Purchases from related companies were carried out on commercial terms and conditions and at the actual cost plus margin.  

The Groups holds a 9.62% equity interest in NEC Corporation (Thailand) Co., Ltd.

Verizon Group of companies disposed its investment in the Company during 2003. Therefore transactions with Verizon Group were excluded from related party transactions.

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

	
	Consolidated
	Company

	
	30 June
	31 December
	30 June
	31 December

	
	2004
	2003
	2004
	2003

	
	Baht Million
	Baht Million
	Baht Million
	Baht Million

	Receivables from related parties:
	
	
	
	

	   (included in “Trade accounts receivable”)
	
	
	

	Subsidiaries
	-
	-
	392.58
	204.85

	Joint ventures
	427.90
	278.01
	177.54
	130.67

	Associate
	153.47
	154.01
	0.01
	0.02

	Related companies:
	
	
	
	

	   CP Group of companies
	91.27
	164.27
	5.23
	3.19

	Total
	672.64
	596.29
	575.36
	338.73

	Less: Allowance for doubtful accounts
	(0.39)
	(0.36)
	-
	-

	Receivable, net
	672.25
	595.93
	575.36
	338.73

	
	
	
	
	

	Receivables from related parties:
	
	
	
	

	   (included in “Other current assets”)
	
	
	

	Subsidiaries
	-
	-
	55.88
	-

	Related companies:
	
	
	
	

	   CP Group of companies
	0.09
	-
	-
	-

	
	0.09
	-
	55.88
	-


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

	
	30 June
	31 December
	30 June
	31 December

	
	2004
	2003
	2004
	2003

	
	Baht Million
	Baht Million
	Baht Million
	Baht Million

	Payables to related parties:
	
	
	
	

	   (included in “Trade accounts payable”)
	
	
	

	Subsidiaries
	-
	-
	1,028.20
	741.11

	Joint ventures
	51.93
	41.86
	31.34
	13.82

	Associate
	4.45
	8.96
	4.09
	3.17

	Related companies:
	
	
	
	

	   CP Group of companies
	63.42
	25.53
	17.67
	11.41

	   NEC Corporation 

      (Thailand) Co., Ltd.
	2.86
	14.46
	2.86
	14.10

	   Kreditanstalt fuer Wiederaufbau
	8.90
	4.57
	8.90
	4.57

	
	131.56
	95.38
	1,093.06
	788.18

	Payables to related parties:
	
	
	
	

	   (included in “Other current liabilities”)
	
	
	

	Related companies:
	
	
	
	

	   CP Group of companies
	0.28
	-
	-
	-

	
	0.28
	-
	-
	-


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

iv)
Loans from a related party

	
	Consolidated and Company

	
	30 June
	31 December

	
	2004
	2003

	
	Baht Million
	Baht Million

	Loans from Kreditanstalt fuer Wiederaufbau (“KfW”):
	
	

	Current
	-
	2,227.66

	Non-current
	-
	628.82

	Total
	-
	2,856.48


Movement of loan from KfW can be analysed as follows:

	
	
	Consolidated and

	
	
	Company

	
	
	Baht Million

	For the six-month period ended 30 June 2004
	
	

	
	
	

	Opening net book value
	
	2,856.48

	Loan repayment during the period
	
	(2,887.43)

	Amortisation of debt issuance cost
	
	30.95

	Closing net book value 
	
	-


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 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 payments obligation into Thai Baht. Under the arrangement the Company makes payment of fixed amount in Thai Baht to KfW on each repayment date to satisfy the corresponding portion of its payments obligation in US Dollars. The related interest expenses were Baht 30.08 million and Baht 66.71 million for the six-month periods ended 30 June 2004 and 2003, respectively.  These loans are presented in the balance sheet as part of borrowings (Note 7).

On 30 June 2004 the Company made a repayment of all outstanding loans to KfW before their maturity date.

4.  
Investments in subsidiaries, joint ventures and associate 

Subsidiary undertakings

	Name of subsidiaries
	Business
	Country of incorporation

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

	
	
	

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

   multimedia services 
	Thailand

	Asia Wireless Communication Co., Ltd.
	PCT operator
	Thailand

	Asianet Corporation Ltd.
	Audio text services and internet dealer
	Thailand

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

	Nilubon Co., Ltd.
	Rental services
	Thailand

	
	
	

	Tele Engineering and Services Co., Ltd.
	Construction and 

   distributor
	Thailand

	Telecom Equipment Manufacturing Co., Ltd.    

   (59.99%)
	Telecom equipment 

   manufacturer
	Thailand

	Telecom Holding Co., Ltd.
	Holding company
	Thailand

	Telecom International Co., Ltd.
	Holding company
	Thailand

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

	True Digital Entertainment Co., Ltd.
	Online game
	Thailand

	
	
	

	U-Net Co., Ltd.
	Construction and 

   distributor
	Thailand

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

   distributor
	Thailand

	W7 Rental Services Ltd.
	Rental services
	Thailand

	Yai Kaew Co., Ltd.
	Investment in property
	Thailand

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

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

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

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

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

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


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

4.  
Investments in subsidiaries, joint ventures and associate (Continued)

Subsidiary undertakings (Continued)

Telecom Holding Co., Ltd., the subsidiary of the Company, is 96.46% and 3.54% directly and indirectly owned by the Company, respectively.

On 7 March 2003, the Company reorganised the shareholding in subsidiaries and acquired an investment in Asianet Corporation Ltd., (“ANC”), subsidiary under Telecom Holding Co., Ltd. at the considered value of Baht 30.97 million, resulting in ANC becoming a direct wholly owned subsidiary of the Company.  

On 13 January 2004, the Company invested 49.00% of equity interest in T Pay Co., Ltd., a newly established company which is engaged in business of operating the payment service center.  The Company has control over its operations.  Therefore, it was recorded as investments in subsidiaries.

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

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

	Bangkok Inter Teletech Co., Ltd. 

   (“BITCO”) (43.86%)
	Invested in Cellular operator
	Thailand

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

	True Internet Data Center Co., Ltd. 

   (“TIDC”) (70.00%)
	Internet Data Center
	Thailand


On 2 March 2004, the Company entered into the agreements 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 819,00,000 ordinary shares in BITCO from Orange Group at the total purchase price of Baht 1 upon completion of the refinancing in BITCO’s subsidiary.

4.  
Investments in subsidiaries, joint ventures and associate (Continued)


Associate undertakings

	Name of associate
	Business
	Country of incorporation

	United Boardcasting Corporation Public Company
	
	

	   Limited (“UBC”) (40.35%)
	Pay Television
	Thailand


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

	For the six-month period ended 30 June 2004
	Baht Million
	Baht Million

	
	
	

	Opening net book value
	3,623.34
	6,401.43

	Acquisition of subsidiaries
	-
	717.25

	Share of results before extraordinary item
	53.90
	(1,375.42)

	Extraordinary item
	-
	961.17

	Additional investments in subsidiaries
	-
	295.19

	Fair value gain on available-for-sale securities
	-
	9.67

	Closing net book value
	3,677.24
	7,009.29


Share of loss in subsidiaries, joint ventures and associate in the consolidated and the Company statements of income for the six-month period ended 30 June 2004 included amortisation of goodwill amounting to Baht 29.24 million (2003 : Baht 27.91 million).

On 13 January 2004, the Company invested Baht 14.70 million in T Pay Co., Ltd.

On 29 March 2004, the Company paid the additional investment in Telecom Holding Co., Ltd. amounting to Baht 218.49 million.

On 19 April 2004, the Company paid the additional investment in ANC amounting to Baht 62.00 million.

5.
Other current assets

	
	Consolidated
	Company

	
	30 June
	31 December
	30 June
	31 December

	
	2004
	2003
	2004
	2003

	
	Baht Million
	Baht Million
	Baht Million
	Baht Million

	
	
	
	
	

	Advances to contractors
	74.20
	76.80
	89.74
	88.78

	Input VAT pending receipt of tax invoices
	168.40
	142.18
	85.34
	65.10

	Interest receivable
	19.32
	2.18
	0.17
	0.28

	Others
	379.73
	246.89
	154.26
	71.45

	Total
	641.65
	468.05
	329.51
	225.61


6.
Capital expenditure and commitments 
	
	Consolidated

	
	Property, plant and equipment
	

	
	Non-
	
	
	Intangible

	
	Network
	Network
	Total
	Assets

	
	Baht
	Baht
	Baht
	Baht

	
	Million
	Million
	Million
	Million

	For the six-month period 
	
	
	

	     ended 30 June  2004
	
	
	
	

	Opening net book value 
	5,687.11
	57,331.85
	63,018.96
	1,887.06

	Additions
	462.48
	1,440.19
	1,902.67
	28.51

	Disposals
	(42.65)
	(8.98)
	(51.63)
	-

	Reclassifications
	(189.69)
	385.70
	196.01
	35.14

	Depreciation/amortisation charge
	(663.07)
	(4,403.35)
	(5,066.42)
	(164.68)

	Reversal of impairment charge
	30.70
	-
	30.70
	-

	Closing net book value 
	5,284.88
	54,745.41
	60,030.29
	1,786.03


	
	Company

	
	Property, plant and equipment
	

	
	Non-
	
	
	Intangible

	
	Network
	Network
	Total
	Assets

	
	Baht
	Baht
	Baht
	Baht

	
	Million
	Million
	Million
	Million

	For the six-month period 
	
	
	

	     ended 30 June  2004
	
	
	
	

	Opening net book value 
	589.83
	35,349.23
	35,939.06
	1,365.34

	Additions
	63.00
	718.77
	781.77
	28.51

	Disposals
	(4.92)
	(8.73)
	(13.65)
	-

	Reclassifications
	(2.65)
	149.10
	146.45
	35.14

	Depreciation/amortisation charge
	(111.54)
	(3,079.14)
	(3,190.68)
	(149.25)

	Closing net book value 
	533.72
	33,129.23
	33,662.95
	1,279.74


	
	Consolidated
	Company

	
	Baht Million
	Baht Million

	
	
	

	Capital commitments as at 30 June 2004
	1,530.55
	711.42

	Capital commitments as at 31 December 2003 
	3,356.96
	1,246.10


7.
Borrowings

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

	
	30 June
	31 December
	30 June
	31 December

	
	2004
	2003
	2004
	2003

	
	Baht Million
	Baht Million
	Baht Million
	Baht Million

	Current
	
	
	
	

	- Banks and financial institutions
	15,997.96
	18,053.59
	200.00
	2,427.67

	- Finance leases
	325.76
	364.76
	-
	-

	- Debentures
	938.20
	714.64
	938.20
	714.64

	Total Current
	17,261.92
	19,132.99
	1,138.20
	3,142.31

	Non-Current
	
	
	
	

	- Banks and financial institutions
	23,085.51
	23,923.90
	21,992.08
	22,700.86

	- Finance leases
	257.06
	273.32
	-
	-

	- Debentures
	22,286.53
	20,383.79
	22,286.53
	20,383.78

	- Suppliers credit
	4,802.57
	4,842.04
	4,802.57
	4,842.04

	Total Non-Current
	50,431.67
	49,423.05
	49,081.18
	47,926.68

	
	
	
	
	

	Total Borrowings
	67,693.59
	68,556.04
	50,219.38
	51,068.99


Movement of borrowings can be analysed as follows:

	
	Consolidated
	Company

	
	Baht Million
	Baht Million

	For the six-month period ended 30 June 2004
	
	

	
	
	

	Opening net book value 
	68,556.04
	51,068.99

	Addition of borrowings
	
	

	- principal
	2,517.77
	2,387.98

	- non-cash finance leases
	175.03
	-

	- interest
	5.84
	5.84

	Repayment of borrowings
	
	

	- cash transactions
	(3,769.97)
	(3,317.63)

	- non-cash transactions
	(96.41)
	(96.41)

	Currency translation
	179.29
	76.70

	Amortisation of debt issuance costs
	126.00
	93.91

	Closing net book value
	67,693.59
	50,219.38


Secured liabilities

The borrowings of the Group include Baht 14,132.47 million which represents the Group’s proportionate interest in loans of a joint venture, BITCO Group.  The loans represent current portion of long-term loans from local  financial institutions and overseas companies 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. The loans are secured against investments in subsidiaries, mortgage of land and building of a subsidiary in the BITCO Group, guaranteed by another subsidiary in the BITCO Group, pledge of right to deposits of the BITCO Group and other assignments and other conditional assignments of specific securities specified in the agreements with the lenders.  The loans carry interest at LIBOR plus a fixed percentage per annum and MLR plus a fixed percentage per annum. The loans were matured in March 2004. BITCO Group received extension of repayment date to 29 September 2004 which is the target closing date of the re-financing arrangement.  Under the terms of the loan agreements, the subsidiary in the BITCO Group must comply with certain conditions throughout the period of the loans, such as to maintain a debt to equity ratio of the subsidiary in the BITCO Group which is determined according to the terms as specified in the loan agreements. 

7.
Borrowings (Continued)

Baht debentures

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 30 June 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 related debentures issuance expenses were amounting to Baht 25.02 million.

Debt restructuring

On 30 December 2003, a subsidiary entered into the Amendment Agreement (“Agreement”) in relation to the debt restructuring agreement dated 7 March 2003 in order to extend the repayment date of principal of Baht 1,200 million, which due on 31 December 2003 to 30 June 2004.

On 17 June 2004, the subsidiary received extension of repayment from 30 June 2004 to 30 September 2004.

Settlement of Deferred Payment Notes obligation

During February 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 25.60 million as stipulated in the DPN Agreement and the unsecured creditors agreed to return the  Deferred Payment Notes of Baht 124.18 million to the Company and release all outstanding liabilities. Consequently, a gain on repayment of borrowings amounting to Baht 98.58 million was recognised under “Other non-operating income” in the consolidated and Company statements of income for the six-month period ended 30 June 2004.
8.
Other current liabilities

	
	Consolidated
	Company

	
	30 June
	31 December
	30 June
	31 December

	
	2004
	2003
	2004
	2003

	
	Baht Million
	Baht Million
	Baht Million
	Baht Million

	
	
	
	
	

	Other payables
	1,994.97
	1,691.39
	1,602.65
	1,411.33

	Output VAT pending tax invoices
	222.08
	168.65
	79.53
	68.94

	Others
	510.00
	510.88
	80.98
	176.39

	Total
	2,727.05
	2,370.92
	1,763.16
	1,656.66


9.
Long-term trade accounts payable

	
	Consolidated

	
	30 June
	31 December

	
	2004
	2003

	
	Baht Million
	Baht Million

	Long-term trade accounts payable :
	
	

	Current (included in Trade accounts payable)
	693.61
	352.92

	Non-current
	4,734.91
	7,857.92

	Total
	5,428.52
	8,210.84


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

	
	Consolidated

	For the six-month period ended 30 June 2004
	Baht Million

	Opening net book value
	8,210.84

	Loan repayment during the period
	(1,592.51)

	Gain from debt restructuring
	(961.17)

	Reclassifications
	(338.83)

	Currency translation
	110.19

	Closing net book value
	5,428.52


On 29 March 2004, certain subsidiaries of the Group entered into the New Restructuring Agreement (“NRA”) with its 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 3,974.32 million equivalent (partial of Baht 5,428.52 million). According to the terms of aforementioned agreements, the concerned subsidiary made cash payment amounting to Baht 1,500 million on 29 March 2004 to the 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. As a result, the total future cash repayment was less than the carrying amount of the debts. Consequently, the Group recognised gain from trouble debts restructuring amounting to Japanese Yen 2,588.89 million or Baht 961.17 million equivalent (or Baht 0.32 per share) as extraordinary item in the consolidated and Company interim statements of income for the six-month period ended 30 June 2004. The gain was calculated with reference to the difference of the future cash payment and carrying amount of debts taking into consideration that the gain will not offset by future interest expense. The gain was presented net of related debt restructuring expenses.

10.
Share capital, premium and discount on share capital

	
	Number of

Shares
	Common

Shares 
Baht
	Preferred

Shares

Baht
	Share

Premium

(Discount)
	Total

	
	Million
	Million
	Million
	Baht Million
	Baht Million

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

	- Conversion of preferred 
	
	
	
	
	

	       shares
	-
	0.30
	(0.30)
	-
	-

	At 30 June 2004
	3,694.50
	29,948.78
	6,996.19
	7,995.09
	44,940.06


The total authorised number of shares is 4,308.34 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 were fully paid.

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 of 579,586,620 shares in order to be in accordance with the provision of the Public Limited Company 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.

10.
Share capital, premium and discount on share capital (Cont’d)

Equity warrants

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 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. 
11.
Consolidated segment information

For the six-month period ended 30 June 2004

	
	Baht Million 

	
	Wireline
	DDN
	Wireless
	Multimedia
	Internet
	Other
	Group

	
	
	
	
	
	
	
	

	Revenues
	8,352.29
	499.21
	3,855.35
	570.83
	487.35
	686.94
	14,151.97

	Segment results
	2,805.76
	295.01
	(798.78)
	31.99
	297.65
	168.28
	2,799.91

	Unallocated costs
	
	
	
	
	
	
	(1,791.66)

	Operating profit
	
	
	
	
	
	
	1,008.25


For the six-month period ended 30 June 2003

	
	Baht Million 

	
	Wireline
	DDN
	Wireless
	Multimedia
	Internet
	Other
	Group

	
	
	
	
	
	
	
	

	Revenues
	8,263.90
	645.00
	3,733.98
	541.12
	180.80
	476.60
	13,841.40

	Segment results
	2,594.65
	386.31
	(1,250.56)
	72.46
	55.51
	45.90
	1,904.27

	Unallocated costs
	
	
	
	
	
	
	(1,586.81)

	Operating profit
	
	
	
	
	
	
	317.46


12.
Cost of services

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

	
	Consolidated
	Company

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

	
	2004
	2003
	2004
	2003

	
	Baht Million
	Baht Million
	Baht Million
	Baht Million

	Cost of services:
	
	
	
	

	Depreciation and amortisation
	4,901.19
	4,976.21
	3,269.50
	3,415.06

	Revenue sharing
	2,592.60
	2,691.47
	2,194.97
	2,396.49

	Network operating expenses
	2,143.77
	2,222.03
	1,186.66
	1,265.05

	Total
	9,637.56
	9,889.71
	6,651.13
	7,076.60


13.
Significant unusual items charged to operating results


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

	
	Consolidated
	Company

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

	   
	2004
	2003
	2004
	2003

	
	Baht Million
	Baht Million
	Baht Million
	Baht Million

	
	
	
	
	

	Inventories write down (reversal)
	(27.80)
	5.12
	(13.20)
	-

	Reversal of impairment charge
	(30.70)
	-
	-
	-

	Doubtful accounts
	233.59
	406.91
	176.91
	166.49


14.
Basic and diluted earnings (loss) per share

Basic earnings (loss) per share is calculated by dividing the net loss attributable to common shareholders by the weighted average number of common shares outstanding during the period (2004: 2,994.86 million shares; 2003: 2,994.74 million shares).

Diluted earnings (loss) per share does not include the effect of 699.63 million shares of convertible preferred shares and 93.99 units of stock options on an as-if-converted method, as the effect of their inclusion is antidilutive.  For the six-month periods ended 30 June 2004 and 2003, there were no potentially dilutive common equivalent shares.

15.
Cash flows from operating activities

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

	
	Consolidated
	Company

	
	30 June
	30 June
	30 June
	30 June

	
	2004
	2003
	2004
	2003

	
	Baht Million
	Baht Million
	Baht Million
	Baht Million

	
	
	
	
	

	Loss before minority interest
	(197.84)
	(1,899.37)
	(196.67)
	(1,874.75)

	Add:  Interest expense
	1,985.00
	2,318.37
	1,360.25
	1,677.79

	                 Income tax
	84.10
	73.21
	-
	-

	Profit (loss) before interest and tax
	1,871.26
	492.21
	1,163.58
	(196.96)

	Adjustments for:
	
	
	
	

	Depreciation and amortisation
	5,398.90
	5,437.64
	3,455.09
	3,551.66

	(Gain) loss on disposals of
	
	
	
	

	   property, plant and equipment
	(20.15)
	(17.86)
	13.51
	4.43

	Doubtful accounts
	233.59
	406.91
	176.91
	166.49

	Inventories write down (reversal)
	(27.80)
	5.12
	(13.20)
	-

	Reversal of impairment charge (Note 6)
	(30.70)
	-
	-
	-

	Other operating assets written-off
	13.32
	22.70
	11.16
	-

	Unrealised (gain) loss on foreign exchange
	219.03
	(387.70)
	82.05
	(164.47)

	Gain on repayment of borrowings
	
	
	
	

	   (Note 7)
	(98.58)
	-
	(98.58)
	-

	Gain from debt restructuring (Note 9)
	(961.17)
	-
	(961.17)
	-

	Share of (profit) loss in subsidiaries,
	
	
	
	

	   joint ventures and associate
	(24.66)
	187.49
	1,404.66
	1,800.55

	Changes in operating assets and
	
	
	
	

	   liabilities
	
	
	
	

	- Trade accounts receivable
	(948.22)
	(436.16)
	(835.07)
	(245.28)

	- Short-term investment - trading
	
	
	
	

	     securities
	(113.51)
	(313.21)
	-
	-

	- Inventories
	(95.20)
	61.25
	(234.42)
	(80.85)

	- Other current assets
	191.73
	192.47
	176.70
	231.76

	- Other non-current assets
	173.56
	(9.37)
	19.93
	(0.22)

	- Trade accounts payable
	143.40
	(445.63)
	498.93
	(153.05)

	- Accrued expenses and 
	
	
	
	

	    other current liabilities
	576.30
	(44.91)
	(0.02)
	(111.64)

	- Other non-current liabilities
	(12.28)
	(127.46)
	(10.95)
	-

	Cash generated from operations
	6,488.82
	5,023.49
	4,849.11
	4,802.42

	Less: Interest paid
	(1,988.79)
	(1,944.32)
	(1,354.60)
	(1,317.55)

	         Income tax paid
	(338.30)
	(368.37)
	(228.63)
	(250.84)

	Net cash from operating activities
	4,161.73
	2,710.80
	3,265.88
	3,234.03


16.
Interest 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; and a 43.86% interest in Bangkok Inter Teletech Co., Ltd. (“BITCO”) which holds 99.86% interest in TA Orange, an operator of 1800 MHz cellular telephone system.  The following amounts represent the Group’s share of the assets and liabilities and revenues and expenses of the joint ventures included in the consolidated balance sheets and statements of income:

	
	30 June 2004
	31 December 2003

	
	BITCO
	AI
	TIDC
	BITCO
	AI
	TIDC

	
	Baht  Million
	Baht Million
	Baht Million
	Baht  Million
	Baht Million
	Baht Million

	Cash and cash equivalents
	572.33
	63.30
	0.95
	1,003.65
	18.77
	1.70

	Other current assets
	1,606.39
	127.50
	22.77
	1,815.67
	125.66
	61.59

	Non-current assets
	104.96
	8.89
	0.79
	100.41
	8.71
	0.78

	Property, plant and equipment
	15,418.77
	33.79
	58.87
	15,353.58
	32.45
	10.63

	Intangible assets, net
	104.51
	-
	-
	107.73
	-
	-

	
	
	
	
	
	
	

	Total assets
	17,806.96
	233.48
	83.38
	18,381.04
	185.59
	74.70

	Current liabilities
	(17,094.19)
	(96.00)
	(0.70)
	(16,645.13)
	(108.36)
	(5.77)

	Non-current liabilities
	(281.22)
	(0.58)
	-
	(218.02)
	(0.59)
	-

	
	
	
	
	
	
	

	Total liabilities
	(17,375.41)
	(96.58)
	(0.70)
	(16,863.15)
	(108.95)
	(5.77)

	
	
	
	
	
	
	

	Net assets
	431.55
	136.90
	82.68
	1,517.89
	76.64
	68.93

	Proportionate interest in joint 
	
	
	
	
	
	

	   venture capital commitments
	738.73
	nil
	nil
	2,110.86
	nil
	nil

	Proportionate interest in joint 
	
	
	
	
	
	

	   venture contingent liabilities
	116.66
	2.39
	nil
	116.65
	0.50
	nil

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	30 June 2004
	30 June 2003

	
	BITCO
	AI
	TIDC
	BITCO
	AI
	TIDC

	
	Baht
	Baht
	Baht
	Baht
	Baht
	Baht

	
	Million
	Million
	Million
	Million
	Million
	Million

	
	
	
	
	
	
	

	Revenues
	2,885.36
	163.46
	0.05
	2,610.99
	155.36
	-

	Profit (loss) before interest

   and tax
	(1,078.89)
	79.06
	(5.30)
	(1,459.26)
	36.56
	(0.59)

	Financial income
	2.97
	-
	-
	7.91
	0.05
	0.03

	Income tax
	-
	(7.90)
	-
	(0.34)
	(15.34)
	-

	
	
	
	
	
	
	

	Profit (loss) after tax
	(1,075.92)
	71.16
	(5.30)
	(1,451.69)
	21.27
	(0.56)

	Depreciation and amortisation
	965.03
	5.08
	0.89
	828.85
	2.96
	-


17.
Collateral

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

	
	Carrying Value at 30 June 2004and 31 December 2003

	
	Consolidated
	Company

	
	
	
	Mortgaged Value
	
	

	
	2004
	2003
	2004
	2003
	2004
	2003

	
	Baht
	Baht
	Baht
	Baht
	Baht
	Baht

	
	Million
	Million
	Million
	Million
	Million
	Million

	
	
	
	
	
	
	

	Fixed and savings deposits
	1,504.78
	2,752.64
	-
	-
	1,379.18
	1,988.111

	Investment in shares of subsidiaries   

   and associate
	2,947.38
	3,620.73
	-
	-
	-
	-

	Land, building and machinery
	774.45
	817.26
	1,300.00
	1,300.00
	-
	-


In addition, the Group and the Company’s rights to operate network assets are used a collateral for borrowings (Note 7).
18.
Contingencies

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

	
	Baht Million
	 Baht Million

	
	
	

	As at 30 June 2004 :
	598.69
	344.11

	As at 31 December 2003 :
	653.84
	342.86


19.
Post balance sheet event

1.
On 4 August 2004, the Board of Directors of the Company 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 of 498,697,779 shares in order to be in accordance with the provision of the Public Limited Company Act.  In addition, an increase of authorised share capital from Baht 38,096,415,400 to Baht 46,583,393,190 was approved by issuing 848,697,779 new common shares at a par value of Baht 10 each.  The aforementioned matters shall be proposed to the Extraordinary General Shareholders Meeting for further consideration and approval.
2.
The Company’s Audit Committee approved these interim financial statements on 9 August 2004.
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