True Corporation Public Company Limited

Condensed Notes to the Interim Consolidated and Company Financial Information (Unaudited)

For the nine-month periods ended 30 September 2012 and 2011


1.
General information

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

For reporting purposes, the Company and its subsidiaries are referred to as the Group.

These group interim consolidated and Company financial information were authorised for issue by the Audit Committee on 12 November 2012.
These group interim consolidated and Company financial information have been reviewed, not audited.

2.
Basis of preparation
These interim consolidated and Company financial information are 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 Professions Act B.E. 2547, and the financial reporting requirements of the Securities and Exchange Commission. The primary financial statements (i.e., statement of financial position, statements of comprehensive income, changes in shareholders’ equity and cash flows) are prepared in the full format as required by the Securities and Exchange Commission. The notes to the financial information are prepared in a condensed format according to Thai Accounting Standard 34, “Interim Financial Reporting” and additional notes are presented as required by the Securities and Exchange Commission under the Securities and Exchange Act.

The interim financial information should be read in conjunction with the annual financial statements for the year ended 31 December 2011.
The interim financial statements for the three-month and nine-month periods ended 30 September 2011 have been restated to reflect the valuation of assets and liabilities in the newly acquired companies as per details in Note 26.

An English version of the consolidated and Company interim financial information have been prepared from the statutory interim financial information that are in the Thai language. In the event of a conflict or a difference in interpretation between the two languages, the Thai language interim financial information shall prevail.
3.
Summary of significant accounting policies

The accounting policies used in the preparation of the interim financial information are consistent with those used in the annual financial statements for the year ended 31 December 2011. 

New accounting standard, new financial reporting standard, amendments to accounting standards and new interpretation

The following new accounting standard, new financial reporting standard, amendments to accounting standards and new interpretation are mandatory for the accounting periods beginning on or after 1 January 2013, but the Group has not early adopted them except for TAS 12, “Income Taxes”; 

	TAS 12
	Income Taxes

	TAS 20 (Revised 2009)
	Accounting for Government Grants and Disclosure of  Government Assistance

	TAS 21 (Revised 2009)
	The Effects of Changes in Foreign Exchange Rates

	TFRS 8
	Segment reporting

	TSIC 10
	Government Assistance - No Specific Relation to Operating Activities

	TSIC 21
	Income Taxes - Recovery of Revalued Non-Depreciable Assets

	TSIC 25
	Income Taxes - Changes in the Tax Status of an Entity or its Shareholders


TFRS 8: The standard requires a ‘management approach’, under which segment information is presented on the same basis as that used for internal reporting purposes. The Group will apply this standard from 1 January 2013. The expected impact is still being assessed in detail by management, but it appears likely that the number of reportable segments, as well as the manner in which the segments are reported, will change in a manner that is consistent with the internal reporting provided to the Chief Operating Decision-Maker.
3.
Summary of significant accounting policies (Cont’d)

The Group’s management has determined that the new accounting standard, new financial reporting standard, amendments to accounting standards and new interpretation will not significantly impact the financial information being presented.

Costs that are incurred unevenly during the financial year are anticipated or deferred in the interim report only if it would also be appropriate to anticipate or defer such costs at the end of the financial year.

4.
Segment information
Financial information by business segments are as follows:

	
	Baht Million 

	For the three-month period
	
	
	
	
	Group 

	   ended 30 September 2012
	Wireline
	Wireless
	Pay-TV
	Eliminate
	Consolidated

	
	
	
	
	
	

	Revenues:
	
	
	
	
	

	    Gross segment revenues
	7,400.28
	12,904.96
	2,722.51
	-
	23,027.75

	    Inter-segment revenues
	(1,519.16)
	(279.39)
	(249.56)
	-
	(2,048.11)

	
	
	
	
	
	

	Revenues
	5,881.12
	12,625.57
	2,472.95
	-
	20,979.64

	
	
	
	
	
	

	Segment results
	1,054.18
	(1,040.35)
	142.77
	(1.69)
	154.91

	
	
	
	
	
	

	Operating profit
	
	
	
	
	154.91


	
	Baht Million

	
	
	
	
	
	(Restated)

	For the three-month period
	
	(Restated)
	
	
	Group 

	   ended 30 September 2011
	Wireline
	Wireless
	Pay-TV
	Eliminate
	Consolidated

	
	
	
	
	
	

	Revenues:
	
	
	
	
	

	    Gross segment revenues
	7,205.32
	10,071.73
	2,543.74
	-
	19,820.79

	    Inter-segment revenues
	(1,436.80)
	(314.60)
	(176.40)
	-
	(1,927.80)

	
	
	
	
	
	

	Revenues
	5,768.52
	9,757.13
	2,367.34
	-
	17,892.99

	
	
	
	
	
	

	Segment results
	1,144.03
	(285.11)
	282.51
	(23.12)
	1,118.31

	
	
	
	
	
	

	Operating profit
	
	
	
	
	1,118.31


	
	Baht Million 

	For the nine-month period
	
	
	
	
	Group 

	   ended 30 September 2012
	Wireline
	Wireless
	Pay-TV
	Eliminate
	Consolidated

	
	
	
	
	
	

	Revenues:
	
	
	
	
	

	    Gross segment revenues
	21,997.08
	40,243.42
	7,600.13
	-
	69,840.63

	    Inter-segment revenues
	(4,680.50)
	(925.62)
	(503.18)
	-
	(6,109.30)

	
	
	
	
	
	

	Revenues
	17,316.58
	39,317.80
	7,096.95
	-
	63,731.33

	
	
	
	
	
	

	Segment results
	3,075.86
	(2,045.03)
	535.75
	(65.85)
	1,500.73

	
	
	
	
	
	

	Operating profit
	
	
	
	
	1,500.73


4.
Segment information (Cont’d)
	
	Baht Million

	
	
	
	
	
	(Restated)

	For the nine-month period
	
	(Restated)
	
	
	Group 

	   ended 30 September 2011
	Wireline
	Wireless
	Pay-TV
	Eliminate
	Consolidated

	
	
	
	
	
	

	Revenues:
	
	
	
	
	

	    Gross segment revenues
	20,906.05
	29,688.04
	7,367.65
	-
	57,961.74

	    Inter-segment revenues
	(4,125.36)
	(933.96)
	(308.99)
	-
	(5,368.31)

	
	
	
	
	
	

	Revenues
	16,780.69
	28,754.08
	7,058.66
	-
	52,593.43

	
	
	
	
	
	

	Segment results
	3,317.21
	12,178.92
	998.21
	(10.70)
	16,483.64

	
	
	
	
	
	

	Operating profit
	
	
	
	
	16,483.64


5.
Operating profit

The following expenditures, classified by nature, have been charged in arriving at operating profit.
	
	Consolidated
	Company

	
	
	(Restated)
	
	

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

	
	2012
	2011
	2012
	2011

	
	Baht Million
	Baht Million
	Baht Million
	Baht Million

	
	
	
	
	

	Depreciation and amortisation
	4,342.48
	3,763.07
	426.93
	496.03

	Doubtful accounts
	547.88
	237.72
	72.01
	83.01

	Impairment charge (reversal)
	0.25
	(15.34)
	(119.47)
	-


	
	Consolidated
	Company

	
	
	(Restated)
	
	

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

	
	2012
	2011
	2012
	2011

	
	Baht Million
	Baht Million
	Baht Million
	Baht Million

	
	
	
	
	

	Depreciation and amortisation
	12,385.80
	10,880.98
	1,318.06
	1,557.00

	Doubtful accounts
	1,168.12
	795.59
	200.08
	220.32

	Impairment charge (reversal)
	2.46
	67.11
	(119.47)
	-


6.
Finance costs

	
	Consolidated
	Company

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

	
	2012
	2011
	2012
	2011

	 
	Baht Million
	Baht Million
	Baht Million
	Baht Million

	
	
	
	
	

	Interest expense
	(1,652.84)
	(1,700.00)
	(408.50)
	(468.48)

	Foreign exchange gain (loss)
	138.34
	(609.90)
	42.52
	(285.11)

	Other financial fees
	(79.54)
	(105.70)
	(18.38)
	(27.76)

	
	
	
	
	

	Total finance costs
	(1,594.04)
	(2,415.60)
	(384.36)
	(781.35)


6.
Finance costs (Cont’d)

	
	Consolidated
	Company

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

	
	2012
	2011
	2012
	2011

	 
	Baht Million
	Baht Million
	Baht Million
	Baht Million

	
	
	
	
	

	Interest expense
	(4,842.11)
	(4,937.71)
	(1,256.65)
	(1,392.15)

	Foreign exchange gain (loss)
	208.19
	(1,503.21)
	122.71
	(415.10)

	Other financial fees
	(249.45)
	(335.09)
	(61.64)
	(87.78)

	
	
	
	
	

	Total finance costs
	(4,883.37)
	(6,776.01)
	(1,195.58)
	(1,895.03)


7.
Income tax
	
	Consolidated
	Company

	
	
	(Restated)
	
	

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

	
	2012
	2011
	2012
	2011

	
	Baht Million
	Baht Million
	Baht Million
	Baht Million

	
	
	
	
	

	Current tax
	(59.63)
	(159.62)
	-
	-

	Deferred income taxes
	(366.72)
	(436.87)
	(198.42)
	(95.20)

	
	
	
	
	

	Income tax 
	(426.35)
	(596.49)
	(198.42)
	(95.20)


	
	Consolidated
	Company

	
	
	(Restated)
	
	

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

	
	2012
	2011
	2012
	2011

	
	Baht Million
	Baht Million
	Baht Million
	Baht Million

	
	
	
	
	

	Current tax
	(352.40)
	(460.58)
	-
	-

	Deferred income taxes
	(759.71)
	(1,556.67)
	(550.23)
	(330.83)

	
	
	
	
	

	Income tax 
	(1,112.11)
	(2,017.25)
	(550.23)
	(330.83)


8.
Basic and diluted earnings (loss) per share

Basic earnings (loss) per share attributable to equity holders of the Company is calculated by dividing the  profit (loss) attributable to the equity holders of the Company by the weighted average number of common shares outstanding during the period (2012: 14,503.18 million shares, 2011: 10,658.93 million shares). 
The diluted earnings (loss) per share is calculated by dividing the profit (loss) attributable to the equity holders of the Company by the weighted average number of common shares outstanding during the period, adjusted with weighted average number of potential common shares as-if-converted method.  The average number of shares assuming conversion of all dilutive potential common shares included 41.02 million units weighted average number of stock options on an as-if-converted method for the nine-month period ended 30 September 2012 (2011: 71.20 million units).

9.
Short-term investments 

	
	Consolidated
	Company

	
	30 September
	31 December
	30 September
	31 December

	
	2012
	2011
	2012
	2011

	
	Baht Million
	Baht Million
	Baht Million
	Baht Million

	
	
	
	
	

	Held-to-maturity:
	
	
	
	

	   - Time deposits
	9.15
	0.61
	-
	-

	   - Debt securities
	333.62
	334.00
	333.62
	334.00

	Trading securities:
	
	
	
	

	   - Equity securities
	29.10
	66.12
	-
	-

	
	
	
	
	

	Total short-term investments
	371.87
	400.73
	333.62
	334.00


Movement of short-term investments can be summarised as follows:

	
	Consolidated
	Company

	
	Baht Million
	Baht Million

	
	
	

	For the nine-month period ended 30 September 2012
	
	

	
	
	

	Opening net book amount
	400.73
	334.00

	Additions
	1,141.95
	1,099.86

	Disposals
	(1,182.26)
	(1,105.84)

	Reclassifications
	5.33
	-

	Interest income
	5.60
	5.60

	Fair value adjustments
	0.52
	-

	
	
	

	Closing net book amount
	371.87
	333.62


10.
Trade and other receivables 

	
	Consolidated
	Company

	
	30 September
	31 December
	30 September
	31 December

	
	2012
	2011
	2012
	2011

	
	Baht Million
	Baht Million
	Baht Million
	Baht Million

	
	
	
	
	

	Receivable from TOT 
	648.90
	546.71
	648.90
	546.71

	Billed customers
	12,012.92
	10,732.63
	2,573.43
	2,650.10

	Receivable from related parties (Note 27)
	1,913.94
	1,752.20
	2,544.86
	2,156.51

	
	
	
	
	

	Trade accounts receivable
	14,575.76
	13,031.54
	5,767.19
	5,353.32

	Accrued income
	8,944.91
	4,589.86
	1,654.11
	1,579.90

	
	
	
	
	

	Total trade accounts receivable
	23,520.67
	17,621.40
	7,421.30
	6,933.22

	Less  Allowance for doubtful accounts
	(7,222.25)
	(6,392.96)
	(2,999.87)
	(2,814.71)

	
	
	
	
	

	Trade accounts receivable, net
	16,298.42
	11,228.44
	4,421.43
	4,118.51

	Advances to contractors
	1,465.10
	3,098.71
	0.04
	0.08

	Other receivables
	2,999.29
	763.35
	70.37
	88.71

	Prepaid expenses
	908.09
	788.18
	110.18
	130.73

	Interest receivable
	88.04
	57.83
	40.34
	38.15

	
	
	
	
	

	Trade and other receivables
	21,758.94
	15,936.51
	4,642.36
	4,376.18


10.
Trade and other receivables (Cont’d)
Outstanding trade accounts receivable as at 30 September 2012 and 31 December 2011 can be analysed as follows:
	
	Consolidated
	Company

	
	30 September
	31 December
	30 September
	31 December

	
	2012
	2011
	2012
	2011

	
	Baht Million
	Baht Million
	Baht Million
	Baht Million

	
	
	
	
	

	Current
	5,796.23
	5,613.44
	1,744.74
	1,924.19

	Less than 3 months
	1,976.66
	2,102.46
	1,182.09
	1,068.33

	3 - 6 months
	1,082.63
	498.85
	1,125.66
	446.13

	6 - 12 months
	2,739.72
	2,019.76
	139.59
	259.48

	More than 12 months
	2,980.52
	2,797.03
	1,575.11
	1,655.19

	
	
	
	
	

	Trade accounts receivable
	14,575.76
	13,031.54
	5,767.19
	5,353.32

	Accrued income
	8,944.91
	4,589.86
	1,654.11
	1,579.90

	
	
	
	
	

	Total trade accounts receivable
	23,520.67
	17,621.40
	7,421.30
	6,933.22

	Less  Allowance for doubtful accounts
	(7,222.25)
	(6,392.96)
	(2,999.87)
	(2,814.71)

	
	
	
	
	

	Trade accounts receivable, net 
	16,298.42
	11,228.44
	4,421.43
	4,118.51


As at 30 September 2012, trade accounts receivable in the interim consolidated and Company statements of financial position included accrued income receivable from TOT amounting to Baht 287.34 million (2011: Baht 287.34 million).  The receivables are derived from international call revenue sharing that the Company’s customers made calls through CAT’s network, where the Company earns the revenue sharing from CAT through TOT.  The Company has accounted for the international call revenue sharing based on the contractual terms as stipulated in the Agreement.  During 2004, CAT announced to reduce the rate of revenue sharing that CAT pays to TOT, therefore, TOT remitted the sharing to the Company based on the reduced rates as determined by CAT.  The Company issued to TOT a letter of dissension in respect of the reduced rates as proposed by CAT. The Company’s external legal counsel is of the opinion that the Company entitles to receive the service rates in accordance with the Agreement.  The Company’s management believes that the accrued income is recoverable. 

In addition, trade accounts receivable as at 30 September 2012, in the interim consolidated and Company statements of financial position included accrued income receivable from TOT amounting to Baht 231.02 million (2011: Baht 228.24 million) in respect of interconnection with TOT services. However, TOT has not provided sufficient and clarified information to enable the Company to agree with its fee calculation method. The Company has accounted for interconnection fee based on the Company’s information of minutes of international calls. This matter is under negotiation with TOT. The Company’s management believes that the accrued income is recoverable.

11.
Other current assets

	
	Consolidated
	Company

	
	30 September
	31 December
	30 September
	31 December

	
	2012
	2011
	2012
	2011

	
	Baht Million
	Baht Million
	Baht Million
	Baht Million

	
	
	
	
	

	Value added tax pending for receipt
	
	
	
	

	    of tax invoices
	1,755.92
	1,860.52
	27.40
	29.54

	Film and program rights (Note 14)
	1,199.22
	656.66
	-
	-

	Subscriber acquisition cost, net
	308.10
	143.30
	-
	-

	Deferred regulatory cost 
	195.35
	259.54
	-
	-

	Others
	0.14
	0.35
	-
	0.01

	
	
	
	
	

	Total
	3,458.73
	2,920.37
	27.40
	29.55


12.
Investments in subsidiaries, joint ventures and associates, net 

Subsidiary undertakings

	Name of subsidiaries
	Business
	Country of incorporation

	
	
	

	Asia DBS Public Company Limited (90.00%)*
	DBS system operator
	Thailand

	Asia Wireless Communication Co., Ltd. (100.00%)*
	PCT operator
	Thailand

	Bangkok Inter Teletech Public Company Limited (99.40%)*
	Holding company
	Thailand

	BFKT (Thailand) Limited (100.00%)*
	Mobile equipment Lessor Operator
	Thailand

	Cineplex Co., Ltd. (100.00%)*
	Program production
	Thailand

	Click TV Co., Ltd. (99.31%)*
	Interactive TV business
	Thailand

	Hutchison CAT Wireless MultiMedia Limited (67.96%)*
	Reseller of Cellular Digital AMPS 800 Band A 
	Thailand

	Hutchison MultiMedia Services (Thailand) Limited (100.00%)*
	Distribution Center Services 
	Thailand

	Hutchison Telecommunications (Thailand) Company Limited 
   (100.00%)*
	Call Center Services
	Thailand

	Hutchison Wireless MultiMedia Holdings Limited (91.94%)*
	Holding company
	Thailand

	Internet Knowledge Service Center Co., Ltd. (56.93%)*
	Non-government telecommunication
	Thailand

	K.I.N. (Thailand) Co., Ltd. (100.00%)
	Holding company
	Thailand

	KSC Commercial Internet Co., Ltd. (56.83%)*
	Internet services provider
	Thailand

	MKSC World Dot Com Co., Ltd.  (91.08%)*
	Internet services and distributor
	Thailand

	Panther Entertainment Co., Ltd. (99.77%)*
	Artist management and related business
	Thailand

	Real Future Co., Ltd. (100.00%)
	Invested in telecommunication business
	Thailand

	Real Move Co., Ltd. (99.40%)*
	Reseller of mobile phone service
	Thailand

	Samut Pakan Media Corporation Co., Ltd. (99.34%)*
	Telecommunication services
	Thailand

	Satellite Service Co., Ltd. (99.31%)*
	Sales and rental of equipment related to Pay Television
	Thailand

	SM True Co., Ltd. (51.00%)*
	Artist management and related business
	Thailand

	Song Dao Co., Ltd. (99.33%)*
	Collection agent
	Thailand

	Tele Engineering and Services Co., Ltd. (100.00%)*
	Content provider
	Thailand

	Telecom Holding Co., Ltd. (100.00%)
	Holding company
	Thailand

	Telecom International Co., Ltd. (100.00%)*
	Holding company
	Thailand

	Telecom KSC Co., Ltd. (34.39%)*
	Non-government telecommunication
	Thailand

	Thai News Network (TNN) Co., Ltd. (100.00%)*
	News Channel
	Thailand

	True Digital Content & Media Co., Ltd. (98.52%)*
	Digital content and marketing media
	Thailand

	True Digital Media Co., Ltd. (100.00%)*
	Advertising sale and agency
	Thailand

	True Digital Plus Co., Ltd. (100.00%)*
	Online game
	Thailand

	True Distribution and Sales Co., Ltd. (99.32%)*
	Distribution Center Services
	Thailand

	True Information Technology Co., Ltd. (100.00%)*
	IT services and training
	Thailand

	True International Communication Co., Ltd. (99.32%)*
	Telecommunication services
	Thailand

	True International Gateway Co., Ltd. (100.00%)
	Telecommunication and internet 
	Thailand

	
	   services
	

	True Internet Co., Ltd. (100.00%)
	Internet solution provider
	Thailand

	True Leasing Co., Ltd. (100.00%)
	Rental services
	Thailand

	True Life Plus Co., Ltd. (100.00%)*
	Telecommunication services reseller
	Thailand

	True Lifestyle Retail Co., Ltd. (100.00%)*
	Internet café and related services
	Thailand

	True Magic Co., Ltd. (99.99%)
	Production and distribution of movie

    films
	Thailand

	True Money Co., Ltd. (100.00%)
	Payment service centre and electronic

   card services
	Thailand

	True Move Co., Ltd. (99.32%)*
	Cellular operator
	Thailand

	True Multimedia Co., Ltd. (91.08%)*
	NON-POTS and multimedia services
	Thailand

	True Music Co., Ltd. (99.29%)*
	Content provider
	Thailand

	True Music Radio Co., Ltd. (69.94%)*
	Trading and production of 

   advertising media
	Thailand

	True Properties Co., Ltd. (100.00%)*
	Rental services
	Thailand

	True Public Communication Co., Ltd. (100.00%)
	Telecommunication services
	Thailand

	True Touch Co., Ltd. (100.00%)*
	Call centre services
	Thailand

	True United Football Club Co., Ltd. (70.00%)*
	Football Club and related activities management
	Thailand

	True Universal Convergence Co., Ltd. (100.00%)*
	Telecommunication services
	Thailand

	True Visions Public Company Limited (99.31%)*
	Pay Television
	Thailand

	True Visions Cable Public Company Limited (98.99%)*
	Pay television via cable system
	Thailand


12.
Investments in subsidiaries, joint ventures and associates, net (Cont’d)

Subsidiary undertakings (Cont’d)

	Name of subsidiaries
	Business
	Country of incorporation

	
	
	

	True Visions Group Co., Ltd. (100.00%)*
	Holding company
	Thailand

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

	International Broadcasting Corporation 
	Dormant
	Cambodia

	   (Cambodia) Co., Ltd. (69.52%)*
	
	

	K.I.N. (Thailand) Co., Ltd. (100.00%)*
	Holding company
	British Virgin Island

	Gold Palace Logistics Limited 
	Holding company
	British Virgin Island

	   (formerly “Nilubon Co., Ltd.”) (100.00%)*
	
	

	TA Orient Telecom Investment Co., Ltd. (100.00%)*
	Holding company
	British Virgin Island

	Dragon Delight Investments Limited (100.00%)*
	Holding company
	British Virgin Island

	Gold Palace Investments Limited (100.00%)*
	Holding company
	British Virgin Island

	Golden Light Co., Ltd. (100.00%)*
	Holding company
	Republic of Mauritius

	Goldsky Co., Ltd. (100.00%)*
	Holding company
	Republic of Mauritius

	Rosy Legend Limited (99.40%)*
	Holding company
	British Virgin Island

	Prospect Gain Limited (100.00%)*
	Holding company
	British Virgin Island

	True Internet Technology (Shanghai) Company Limited 
   (100.00%)*
	Developing, designing, producing and sale of software products
	China

	GP Logistics Company Limited (100.00%)**
	Holding company
	British Virgin Island


*    indirectly owned by the Company

**  indirectly owned by the Company and newly established

On 18 June 2012, the Company re-structured its holding by selling the Company’s 21.73% equity interest in True Life Plus Co., Ltd., (“TLP”) to Telecom Holding Co., Ltd. (“TH”), its wholly owned subsidiary at the considerations of Baht 166.73 million. The loss from selling of investment amounting to Baht 392.77 million was recognised under other expenses in the statement of comprehensive income for the nine-month period ended 
30 September 2012.  The Company used the proceed to pay for additional investment in TH amounting to Baht 167.37 million, and TH used the proceed to invest in TLP.  

On 17 September 2012, a subsidiary invested in GP Logistics Company Limited (“GPL”), a newly established company registered and located in British Virgin Islands.  The authorised share capital was US$ 50,000 and the paid-in capital was US$ 1.  GPL is a holding company.
Joint ventures

	Name of joint ventures 
	Business
	Country of incorporation

	
	
	

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

	BeboydCg Company Limited (“Bboyd”) (70.00%)*
	Production of animation
	Thailand

	True Internet Data Center Co., Ltd. (“TIDC”) (70.00%)*
	Internet Data Center
	Thailand


	Associate undertakings
	
	

	Name of associates
	Business
	Country of incorporation

	
	
	

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

	
	   of games online
	

	Channel [V] Music (Thailand) Co., Ltd.
	Music and sound
	Thailand

	   (“Channel V”) (25.82%)*
	
	

	True GS Co., Ltd. (“TGS”) (45.00%)*
	Home shopping
	Thailand


* indirectly owned by the Company

A subsidiary paid for the subscription in TGS of Baht 27.00 million during the period.

An associate reduced its share capital and the Group received the proceeds from share reduction of Baht 6.58 million.

12.
Investments in subsidiaries, joint ventures and associates, net (Cont’d)

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

	
	Baht Million
	Baht Million

	
	
	

	For the nine-month period ended 30 September 2012
	
	

	Opening net book value
	215.22
	38,217.51

	Additions
	27.00
	167.37

	Disposal
	-
	(559.50)

	Share reduction
	(6.58)
	(149.60)

	Share of results
	29.42
	-

	Reversal of impairment 
	-
	119.47

	
	
	

	Closing net book value
	265.06
	37,795.25


On 10 September 2012, K.I.N (Thailand) Co., Ltd. a 93.62% owned subsidiary reduced its share’s par value by Baht 13.60 per share.  The Company received Baht 149.60 million from the capital reduction and reverse relevant impairment provision amounting to Baht 119.47 million and recognised it under “Other income” in the Company statements of comprehensive income for the three-month and nine-month periods ended 30 September 2012.

12.
Investments in subsidiaries, joint ventures and associates, net (Cont’d)

	
	
	Company

	
	
	30 September 2012
	 31 December 2011

	
	
	Investment
	
	
	Investment
	
	

	
	
	- at cost
	
	Net 
	- at cost
	
	Net 

	
	
	method
	Impairment 
	investment
	method
	Impairment 
	investment

	
	Business
	Baht Million
	Baht Million
	Baht Million
	Baht Million
	Baht Million
	Baht Million

	
	
	
	
	
	
	
	

	Subsidiaries
	
	
	
	
	
	
	

	Real Future Co., Ltd.
	Invested in telecommunication business
	22,843.77
	-
	22,843.77
	22,843.77
	-
	22,843.77

	Telecom Holding Co., Ltd.
	Holding company
	21,233.82
	(9,598.64)
	11,635.18
	21,066.45
	(9,598.64)
	11,467.81

	True Leasing Co., Ltd.
	Rental services
	1,660.00
	-
	1,660.00
	1,660.00
	-
	1,660.00

	True Internet Co., Ltd.
	Internet solution provider
	689.88
	-
	689.88
	689.88
	-
	689.88

	True Life Plus Co., Ltd.
	Telecommunication services reseller
	-
	-
	-
	559.50
	-
	559.50

	True International Gateway Co., Ltd.
	Telecommunication and internet services
	436.00
	-
	436.00
	436.00
	-
	436.00

	K.I.N. (Thailand) Co., Ltd.
	Holding company
	180.40
	(180.40)
	-
	330.00
	(299.87)
	30.13

	Wire & Wireless Co., Ltd.
	Construction 
	292.25
	-
	292.25
	292.25
	-
	292.25

	True Money Co., Ltd.
	Payment service centre and electronic card services
	98.00
	-
	98.00
	98.00
	-
	98.00

	True Public Communication Co., Ltd.
	Telecommunication services
	86.00
	-
	86.00
	86.00
	-
	86.00

	True Magic Co., Ltd.
	Production and distribution of movies film
	3.50
	-
	3.50
	3.50
	-
	3.50

	True Universal Convergence Co., Ltd.
	Telecommunication services
	1.00
	-
	1.00
	1.00
	-
	1.00

	
	
	
	
	
	
	
	

	Total investment in subsidiaries, net
	
	47,524.62
	(9,779.04)
	37,745.58
	48,066.35
	(9,898.51)
	38,167.84

	
	
	
	
	
	
	
	

	Associate
	
	
	
	
	
	
	

	NC True Co., Ltd.
	Developer and service provider of games online
	123.20
	(73.53)
	49.67
	123.20
	(73.53)
	49.67

	
	
	
	
	
	
	
	

	Total investment in associate, net
	
	123.20
	(73.53)
	49.67
	123.20
	(73.53)
	49.67

	
	
	
	
	
	
	
	

	Total investments in subsidiaries and
	
	
	
	
	
	
	

	associate, net
	
	47,647.82
	(9,852.57)
	37,795.25
	48,189.55
	(9,972.04)
	38,217.51


13.
Property, plant and equipment, net 

	
	Consolidated

	
	Property, plant and equipment, net

	
	Non-Network
	Network
	Total

	
	Baht Million
	Baht Million
	Baht Million

	
	
	
	

	For the nine-month period
   ended 30 September 2012
	
	
	

	Opening net book amount 
	7,727.75
	66,091.51
	73,819.26

	Additions
	2,808.00
	17,852.74
	20,660.74

	Disposals, net
	(187.07)
	(99.84)
	(286.91)

	Adjustments/Reclassifications
	(170.65)
	1,210.71
	1,040.06

	Depreciation 
	(1,542.67)
	(7,859.00)
	(9,401.67)

	Impairment 
	-
	(1.74)
	(1.74)

	
	
	
	

	Closing net book amount
	8,635.36
	77,194.38
	85,829.74


	
	Company

	
	Property, plant and equipment, net

	
	Non-Network
	Network
	Total

	
	Baht Million
	Baht Million
	Baht Million

	
	
	
	

	For the nine-month period   
   ended 30 September 2012
	
	
	

	Opening net book amount
	167.32
	10,711.71
	10,879.03

	Additions
	65.53
	151.33
	216.86

	Disposals, net
	(1.42)
	(0.41)
	(1.83)

	Adjustments/Reclassifications
	(0.13)
	3.26
	3.13

	Depreciation 
	(50.54)
	(1,119.46)
	(1,170.00)

	
	
	
	

	Closing net book amount
	180.76
	9,746.43
	9,927.19


Borrowing costs of Baht 65.23 million was capitalised as cost of assets during the period and included in “Additions”.
Transfer assets to CAT

According to the agreement for operation granted by CAT, the subsidiary transferred network assets with net book value of Baht 1,270.36 million to CAT during the nine-month period ended 30 September 2012. The subsidiary retains right to operate the mobile phone service over the transferred assets.

Capital commitments
	
	Consolidated
	Company

	
	Baht Million
	Baht Million

	
	
	

	As at 30 September 2012
	22,499.64
	21.07

	As at 31 December 2011
	16,256.30
	28.02


14.
Intangible assets, net

	
	Consolidated
	Company

	
	30 September
	31 December
	30 September
	31 December

	
	2012
	2011
	2012
	2011

	
	Baht Million
	Baht Million
	Baht Million
	Baht Million

	
	
	
	
	

	Current (included in “Other current
	
	
	
	

	   assets” (Note 11))
	1,199.22
	656.66
	-
	-

	Non-current  
	19,887.74
	20,226.47
	223.92
	313.55

	
	
	
	
	

	Total
	21,086.96
	20,883.13
	223.92
	313.55


Movements of intangible assets can be analysed as follows:
	
	Consolidated
	Company

	
	Baht Million
	Baht Million

	
	
	

	For the nine-month periods ended 30 September 2012
	
	

	Opening net book amount
	20,883.13
	313.55

	Additions
	2,654.06
	3.12

	Disposals, net
	(2.09)
	(0.40)

	Adjustments/Reclassifications
	141.83
	-

	Amortisation charge and impairment 
	(2,589.97)
	(92.35)

	
	
	

	Closing net book amount
	21,086.96
	223.92


15.
Deferred income taxes

Deferred income taxes are calculated in full on temporary differences, using the liability method and using a principal tax rate of 23% for 2012 and 20% for 2013 onwards (2011: 30%).  The deferred taxation related to the temporary differences between the carrying amounts and the tax bases of assets and liabilities of the Group are summarised as follows:

	
	Consolidated
	Company

	
	30 September
	31 December
	30 September
	31 December

	
	2012
	2011
	2012
	2011

	
	Baht Million
	Baht Million
	Baht Million
	Baht Million

	
	
	
	
	

	Deferred income tax assets
	
	
	
	

	Depreciation
	2,663.95
	3,096.70
	2,174.73
	2,590.37

	Tax loss carry forwards
	1,314.62
	1,653.75
	-
	-

	Allowances
	2,295.95
	2,277.07
	34.77
	35.09

	Borrowings
	257.03
	261.99
	281.70
	450.51

	Unearned income
	34.62
	33.89
	-
	-

	Minimum payment fees
	33.65
	34.93
	-
	-

	Accrued expenses
	13.88
	14.91
	-
	-

	Other current assets
	-
	0.73
	-
	-

	Other current liabilities
	2.58
	6.54
	-
	-

	Film and program right
	30.90
	21.58
	-
	-

	Employee benefit obligation
	37.59
	33.99
	-
	-

	
	
	
	
	

	
	6,684.77
	7,436.08
	2,491.20
	3,075.97


15.
Deferred income taxes (Cont’d)
	
	Consolidated
	Company

	
	30 September
	31 December
	30 September
	31 December

	
	2012
	2011
	2012
	2011

	
	Baht Million
	Baht Million
	Baht Million
	Baht Million

	
	
	
	
	

	Deferred income tax liabilities
	
	
	
	

	Accounts receivable - billed customers
	(204.24)
	(221.89)
	(204.23)
	(221.89)

	Depreciation and amortisation
	(3,762.07)
	(4,203.95)
	(21.25)
	(26.14)

	Debt issuance cost
	(189.63)
	(180.55)
	(11.87)
	(24.69)

	Leased assets
	(92.87)
	(76.35)
	(0.82)
	-

	Accrued regulatory cost
	(40.54)
	(44.13)
	-
	-

	Difference on network assets 
	(445.00)
	-
	-
	-

	Other current assets
	(0.93)
	-
	-
	-

	
	
	
	
	

	
	(4,735.28)
	(4,726.87)
	(238.17)
	(272.72)


Under the Thai Revenue Code, all companies are taxed as separate entities with no relief available for the Groups.
16.
Trade and other payables 

	
	Consolidated
	Company

	
	30 September
	31 December
	30 September
	31 December

	
	2012
	2011
	2012
	2011

	
	Baht Million
	Baht Million
	Baht Million
	Baht Million

	
	
	
	
	

	Trade accounts payable
	17,697.70
	14,665.52
	467.59
	942.47

	Accrued expenses
	22,076.98
	11,348.34
	1,019.07
	1,180.04

	Unearned income
	3,475.31
	3,500.75
	55.27
	43.89

	Other payables
	496.04
	750.77
	76.13
	115.42

	
	
	
	
	

	
	43,746.03
	30,265.38
	1,618.06
	2,281.82


17.
Borrowings

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

	
	30 September
	31 December
	30 September
	31 December

	
	2012
	2011
	2012
	2011

	
	Baht Million
	Baht Million
	Baht Million
	Baht Million

	Current
	
	
	
	

	- Banks and financial institutions
	5,789.12
	5,368.76
	3,750.89
	4,000.00

	- Finance leases
	1,748.40
	1,527.37
	12.49
	-

	
	
	
	
	

	Total short-term borrowings
	7,537.52
	6,896.13
	3,763.38
	4,000.00

	
	
	
	
	

	Non-current
	
	
	
	

	- Banks and financial institutions
	56,298.37
	52,151.42
	-
	2,710.00

	- Finance leases
	4,250.04
	4,627.55
	30.80
	-

	- Debentures
	16,526.37
	16,523.26
	16,046.60
	16,031.77

	- Suppliers credit
	4,558.35
	4,674.06
	4,558.35
	4,674.06

	
	
	
	
	

	Total long-term borrowings
	81,633.13
	77,976.29
	20,635.75
	23,415.83

	
	
	
	
	

	Total borrowings
	89,170.65
	84,872.42
	24,399.13
	27,415.83


17.
Borrowings (Cont’d)
Movements of borrowings can be analysed as follows:
	
	Consolidated
	Company

	
	Baht Million
	Baht Million

	
	
	

	For the nine-month periods ended 30 September 2012
	
	

	Opening net book amount 
	84,872.42
	27,415.83

	Additions of borrowings
	
	

	- principals (net of debt issuance costs)
	8,665.32
	-

	- non-cash finance leases
	1,316.07
	49.50

	- interest
	280.10
	7.04

	Repayments of borrowings
	(5,954.21)
	(3,006.25)

	Amortisation of debt issuance costs
	199.14
	55.72

	Currency translation
	(208.19)
	(122.71)

	
	
	

	Closing net book amount
	89,170.65
	24,399.13


Secured liabilities

Borrowings include secured liabilities being loans under finance leases and loans from banks and financial institutions of Baht 84.12 billion (2011: Baht 79.71 billion) and Baht 19.84 billion (2011: Baht 22.75 billion) in the consolidated and Company financial statements, respectively.  The bank borrowings are secured with shares of subsidiaries, network equipment, land and building of the Group, guaranteed by the subsidiaries of the Group.  Finance lease liabilities are effectively secured as the rights to the leased assets revert to the lessor in the event of default.

18.
Other current liabilities

	
	Consolidated
	Company

	
	30 September
	31 December
	30 September
	31 December

	
	2012
	2011
	2012
	2011

	
	Baht Million
	Baht Million
	Baht Million
	Baht Million

	
	
	
	
	

	Output VAT pending tax invoices
	2,364.34
	2,187.72
	309.88
	239.93

	Others
	591.24
	622.08
	102.60
	107.13

	
	
	
	
	

	Total
	2,955.58
	2,809.80
	412.48
	347.06


19.
Liabilities under agreements for operation

Liabilities under agreements for operation can be summarised as follows:
	
	Consolidated

	
	30 September
	31 December

	
	2012
	2011

	
	Baht Million
	Baht Million

	
	
	

	Current (included in “Accrued expenses” (Note 16))
	711.55
	654.35

	Non-current
	3,242.47
	3,640.17

	
	
	

	
	3,954.02
	4,294.52


Movement of liabilities under agreements for operation can be analysed as follows:

	
	Consolidated

	
	Baht Million

	
	

	For the nine-month period ended 30 September 2012
	

	Opening net book amount
	4,294.52

	Repayments
	(577.50)

	Interest expense charge 
	237.00

	
	

	Closing net book amount
	3,954.02


20.
Share capital, premium and discount on share capital

	
	Number of

shares
	Common

shares

Baht
	Share

premium

(discount)
	Total

	
	Million
	Million
	Baht Million
	Baht Million

	
	
	
	
	

	At 31 December 2011
	14,503.18
	145,031.79
	(74,555.43)
	70,476.36

	
	
	
	
	

	At 30 September 2012
	14,503.18
	145,031.79
	(74,555.43)
	70,476.36


The total authorised number of shares is 15,333.21 million shares (2011: 15,333.21 million shares) with a par value of Baht 10 per share (2011: Baht 10 per share).  All issued shares are fully paid.

21.
Cash flows from operating activities

Reconciliation of profit (loss) for the period to cash flows from operating activities:

	
	Consolidated
	Company

	
	
	(Restated)
	
	

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

	
	2012
	2011
	2012
	2011

	
	Baht Million
	Baht Million
	Baht Million
	Baht Million

	
	
	
	
	

	Profit (loss) before income tax
	(3,353.23)
	9,753.50
	1,288.66
	(2,441.32)

	Adjustments for:
	
	
	
	

	Depreciation and amortisation (Note 5)
	12,385.80
	10,880.98
	1,318.06
	1,557.00

	Interest income
	(189.20)
	(202.46)
	(25.13)
	(37.91)

	Interest expense (Note 6)
	4,842.11
	4,937.71
	1,256.65
	1,392.15

	Dividend received 
	-
	-
	(150.42)
	(585.12)

	(Gain) loss on disposals of property,
	
	
	
	

	   plant and equipment
	(10.58)
	(72.34)
	(0.02)
	2.79

	Doubtful accounts (Note 5)
	1,168.12
	795.59
	200.08
	220.32

	Impairment charge (Note 5)
	2.46
	67.11
	-
	-

	Reversal of impairment of investment in subsidiary (Note 12)
	-
	-
	(119.47)
	-

	Other operating assets write-off
	1.46
	2.03
	-
	-

	Employee benefit obligations
	48.97
	75.15
	23.30
	22.01

	Unrealised (gain) loss on foreign exchange
	(346.76)
	1,288.66
	(122.73)
	415.10

	Loss on sale of investment in subsidiary
	-
	-
	392.77
	3,273.34

	Foreign exchange loss on
	
	
	
	

	   repayments of borrowings
	-
	53.56
	-
	-

	Share of results in associates
	(29.42)
	(45.87)
	-
	-

	Gain from acquisition of investment 
	-
	(12,077.10)
	-
	-

	Changes in operating assets and liabilities
	
	
	
	

	- Trade and other receivables
	(7,223.01)
	(3,472.69)
	(465.69)
	263.92

	- Short-term investment - trading securities
	37.02
	81.14
	-
	-

	- Inventories
	(1,365.05)
	(1,727.95)
	(0.50)
	28.59

	- Other current assets
	754.68
	915.05
	335.27
	335.49

	- Film and program rights
	(1,806.05)
	(1,163.83)
	-
	-

	- Cars for lease
	151.06
	107.86
	-
	-

	- Other non-current assets
	38.98
	18.25
	9.38
	(13.46)

	- Trade and other payables
	7,525.62
	4,516.39
	(678.59)
	32.12

	- Other current liabilities
	145.78
	702.22
	65.41
	(12.03)

	- Other non-current liabilities
	96.59
	(93.13)
	-
	-

	
	
	
	
	

	Cash generated from operations
	12,875.35
	15,339.83
	3,327.03
	4,452.99

	Add
Interest received
	159.00
	178.20
	22.79
	24.31

	Less
Interest paid
	(4,347.40)
	(4,118.91)
	(1,101.17)
	(1,229.24)

	
Income tax paid
	(1,326.36)
	(1,329.86)
	(210.11)
	(247.17)

	
	
	
	
	

	Net cash from operating activities
	7,360.59
	10,069.26
	2,038.54
	3,000.89


22.
Contingent liabilities

22.1
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 September 2012 and 31 December 2011

	
	Consolidated
	Company

	
	
	
	Mortgaged Value
	
	

	
	2012
	2011
	2012
	2011
	2012
	2011

	
	Baht
	Baht
	Baht
	Baht
	Baht
	Baht

	
	Million
	Million
	Million
	Million
	Million
	Million

	
	
	
	
	
	
	

	Deposits and short-term
	
	
	
	
	
	

	   investments
	1,070.39
	1,124.05
	-
	-
	187.26
	187.39

	Investments in equity shares of 
	
	
	
	
	
	

	   subsidiaries and associates
	9,926.74
	12,564.75
	-
	-
	-
	-

	Land, building and machinery
	965.33
	983.82
	24,870.63
	24,870.63
	-
	-


In addition, the Group and the Company’s rights to operate network assets are used as collateral for bank borrowings (Note 17).
22.2

Contingencies

The bank guarantees provided by banks and contingent liabilities of the Group are as follows:
	
	Consolidated
	Company

	
	Baht Million
	Baht Million

	
	
	

	As at 30 September 2012
	3,576.70
	234.66

	As at 31 December 2011
	3,736.65
	242.03


22.3
Access charges issue in subsidiary  
Refer to Note 40.2 to the 2011 annual financial statements, the subsidiary issued a written notification informing TOT and CAT that it will cease payment of access charge under the Access Charge Agreement on the basis that the rate and the collection of access charge under the Access Charge Agreement were contrary to the law in a number of respects. In 2011, TOT has filed a lawsuit against CAT and the subsidiary, claiming for the access charge totalling Baht 41,540.27 million.
If the subsidiary has had to pay such access charges, the subsidiary would be liable to accrue access charges for the period from 18 November 2006 to 30 September 2012 as follows:

	
	
	Net effect to the

	
	
	consolidated

	
	
	statement of

	
	
	comprehensive income,

	
	Accrued access
	net of revenue

	
	charges
	sharing to CAT

	
	Baht Million
	Baht Million

	
	
	

	For the period from 18 November 2006 to 31 December 2011
	25,774.29
	19,092.98

	For the nine-month period ended 30 September 2012
	3,576.82
	2,544.85

	
	
	

	Total
	29,351.11
	21,637.83


The management and its external lawyers have opined that the subsidiary would not be liable to pay the said access charges.

23.
Contracts and commitments
On 27 January 2011, the subsidiaries including newly acquired subsidiaries entered into several agreements with CAT Telecom Public Company Limited (“CAT”).  The purposes of those agreements are to transfer and continue servicing to existing subscribers using Code Division Multiple Access technology (“CDMA”), to procure and construct base stations for High Speed Packet Access (“HSPA”) technology, and to resell mobile services using HSPA technology.  Those agreements granted the subsidiaries to operate mobile phone services under CDMA and HSPA technologies for the periods of 2 years and 14.5 years, respectively.  Under terms and conditions of the agreements, the subsidiaries must comply with conditions as stipulated in the agreements.

Subsequently, certain government agencies have investigated into various aspects of the agreements as to whether those agreements were in compliance with the Act on Organisation to Assign Radio Frequency and to Regulate the Broadcasting and Telecommunications Services B.E. 2553.  On 28 June 2012, The National Broadcasting and Telecommunications Commission (“NBTC”) has issued a letter to CAT, summarising the resolution of The National Telecommunication Commission (“NTC”) that the aforementioned agreements were unclear in six aspects.  The Group acknowledged and intended to discuss with CAT to elaborate the agreements in relation to the six aspects within the NBTC’s timeline.  The management has strong view that there will be no material impact to the Group’s operation as a result.

24.
Litigation and Arbitration disputes and contingent liabilities

Refer to Note 39 to the 2011 annual financial statements, the progress of litigations are as follows:

Assessment from the Excise Department

The Company’s request for excise tax refund amounting to Baht 348.87 million from the Excise Department was dismissed by the Excise Department on 24 February 2012.  The Company is under the consideration whether it should appeal.

Litigations and arbitration disputes in the Company and subsidiaries

Pertaining to the dispute between CAT and a subsidiary in relation to claims for additional revenue sharing amount of Baht 45.95 million.  On 6 March 2012, the Arbitrator awarded in favour of CAT by ordering the subsidiary to pay CAT amount of Baht 7.00 million (excluded interest).  The subsidiary is under the process of pursuing the case with the Supreme Administrative Court. 

Regarding the dispute between CAT and a subsidiary, where CAT claims for shortage of revenue sharing under the Marketing Service Agreement for Cellular Digital AMPS 800 Band A system amounting to Baht 1,445.00 million and the case has been temporarily suspended.  Subsequently, on 13 February 2012, CAT has requested the Arbitrator to further reconsider this case.  Currently, the case is under the process of arbitration.

On 8 May 2012, a subsidiary, True Move Co., Ltd. has requested The National Broadcasting and Telecommunications Commission (“NBTC”) and the Secretary of the NBTC to revoke the order and the resolution of the NBTC that prohibit any prepaid mobile phone operators to offer promotion in any manner which forces the customers to use the service within the specified period (Validity) and seeked for court order to determine measures and procedures for the temporary relief before the final judgment is delivered. However, for the time being, the court does not issue any order as requested. This case is currently pending in the Central Administrative Court. On 
8 May 2012, the Secretary of NBTC issued a letter requesting True Move to revise conditions of service of prepaid mobile phone so that there is no provision in any manner which forces the customer to use the services within a specified period and shall not include conditions that force users to use the service within the period. On 31 May 2012, the Secretary of NBTC issued another letter to True Move to order a penalty for an administrative fine at the rate of Baht 100,000 per day commencing 30 May 2012., True Move has filed a petition with the court for suspension of enforcement of NBTC’s orders as well as the administrative fines and seeked for such measures and procedures for the temporary relief before the final judgement.
24.
Litigation and Arbitration disputes and contingent liabilities (Cont’d)

On 11 May 2012, TOT filed a complaint against the Company to the Central Administration Court requiring for a payment of the telecommunication numbering fee amount of Baht 407.60 million. This case is currently in the judicial process of the Central Administrative Court.

Refer to Note 40.1 to the 2011 annual financial statements, regarding the access charges, dispute between the Company and TDT on 19 September 2012, the Central Administrative Court has ruled in favour of TOT, by revoking the ruling of the arbitration dated 17 January 2006.  The Company is preparing to appeal against the ruling of the Central Administrative Court.

The ultimate outcome of the aforementioned cases are presently unable to be determined, and accordingly, no provision for liability has been made in the interim financial information.

25.
Financial instruments - forward foreign exchange contracts
The net fair values of the Group’s cross currency and interest rate swap contracts and open forward foreign exchange contracts as at 30 September 2012 have an unfavourable impact to the consolidated interim financial information amounting to Baht 8.37 million, which have not been recognised in the interim consolidated financial statements.

26. Business acquisition

On 27 January 2011, the Group acquired 91.88%, 100.00%, 99.33% and 100.00% of the share capital of Hutchison Wireless MultiMedia Holdings Limited (“HWMH”), BFKT (Thailand) Limited (“BFKT”), Rosy Legend Limited (“RL”) and Prospect Gain Limited (“PG”), respectively.  The acquired companies engage in providing service of mobile phone using CDMA (Code Division Multiple Access) technology and are the owner of 1,400 base stations.  The acquired companies generated revenue of Baht 2,973.40 million and net loss of Baht 105.33 million to the Group for the period from 1 February 2011 to 30 September 2011.
Details of net assets acquired are as follows:

	Purchase considerations:
	Baht Million

	
	

	Cash paid
	6,204.35

	Fair value of acquired assets (see below)
	18,281.45

	
	

	Gain from acquisition
	12,077.10

	
	

	Cash and cash equivalents
	188.48

	Amount due from related company
	1.97

	Accounts receivable
	387.42

	Inventories
	23.89

	Advance to contractors
	19.90

	Claimable value added tax
	798.85

	Other current assets
	376.76

	Property, plant and equipment, net
	4,035.36

	Leasehold right
	5.90

	Intangible assets, net
	203.29

	Right to operate
	1,381.62

	Service contract 
	14,468.00

	Refundable deposit
	92.55

	Deferred income tax assets
	5,264.83

	Trade accounts payable
	(65.12)

	Sales tax not yet due
	(758.24)

	Amount due to related company
	(1,071.81)

	Accrued expenses
	(860.14)

	Other current liabilities
	(165.98)

	Deferred income tax liabilities
	(5,804.89)

	Employees benefit obligations
	(69.47)

	Provision for dismantling of mobile phone network equipment 
	(7.72)

	
	

	Fair value of net assets
	18,445.45

	Non-controlling interest
	(164.00)

	
	

	Total purchase considerations
	18,281.45

	
	

	Detail of cash outflow from the acquisition are as follows:
	

	
	

	Cash and cash equivalents
	188.48

	Less  cash paid for direct attributable acquisition cost
	(6,204.35)

	
	

	Net cash outflow on acquisition
	(6,015.87)


The fair value of identifiable intangible asset of Baht 15.85 billion is the present value of the service contract acquired from business combination, calculated from the discounted cash flow of estimated revenue from service agreement using a discounted rate based upon the weighted average cost of capital (“WACC”) with a terminal value based on EBITDA multiples.  The valuation was completed in December 2011, thus the Group has restated the interim financial statements for the nine-month period ended 30 September 2011 to reflect the valuation on the acquisition date.

27.
Related party transactions

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

	
	Consolidated
	Company

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

	
	2012
	2011
	2012
	2011

	
	Baht Million
	Baht Million
	Baht Million
	Baht Million

	
	
	
	
	

	Sales of goods:
	
	
	
	

	Subsidiaries
	-
	-
	0.10
	0.57

	Joint venture
	0.01
	-
	-
	-

	Associate
	0.18
	-
	-
	-

	Related companies:
	
	
	
	

	   CP Group of companies
	99.58
	13.93
	-
	-

	
	
	
	
	

	
	99.77
	13.93
	0.10
	0.57

	
	
	
	
	

	Sales of services:
	
	
	
	

	Subsidiaries
	-
	-
	1,261.52
	1,035.43

	Joint ventures
	3.03
	3.31
	0.26
	0.21

	Associate
	35.91
	33.23
	-
	-

	Related companies:
	
	
	
	

	   CP Group of companies
	452.60
	433.69
	0.32
	0.34

	
	
	
	
	

	
	491.54
	470.23
	1,262.10
	1,035.98


	
	Consolidated
	Company

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

	
	2012
	2011
	2012
	2011

	
	Baht Million
	Baht Million
	Baht Million
	Baht Million

	
	
	
	
	

	Sales of goods:
	
	
	
	

	Subsidiaries
	-
	-
	1.38
	2.07

	Joint venture
	0.02
	-
	0.01
	-

	Associate
	0.18
	-
	-
	-

	Related companies:
	
	
	
	

	   CP Group of companies
	174.03
	26.79
	-
	-

	
	
	
	
	

	
	174.23
	26.79
	1.39
	2.07

	
	
	
	
	

	Sales of services:
	
	
	
	

	Subsidiaries
	-
	-
	3,647.42
	3,315.26

	Joint ventures
	9.67
	10.04
	0.79
	0.78

	Associate
	102.41
	99.33
	-
	-

	Related companies:
	
	
	
	

	   CP Group of companies
	1,355.87
	1,244.54
	0.99
	0.86

	
	
	
	
	

	
	1,467.95
	1,353.91
	3,649.20
	3,316.90


27.
Related party transactions (Cont’d)
ii) Purchases of goods and services
	
	Consolidated
	Company

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

	
	2012
	2011
	2012
	2011

	
	Baht Million
	Baht Million
	Baht Million
	Baht Million

	
	
	
	
	

	Purchases of goods:
	
	
	
	

	Subsidiaries
	-
	-
	0.05
	0.01

	Joint ventures
	-
	0.01
	-
	-

	Associate
	0.40
	0.32
	-
	-

	Related companies:
	
	
	
	

	CP Group of companies
	196.65
	4.13
	0.32
	0.04

	NEC Corporation (Thailand) Co., Ltd.
	-
	0.19
	-
	-

	
	
	
	
	

	
	197.05
	4.65
	0.37
	0.05

	
	
	
	
	

	Purchases of services:
	
	
	
	

	Subsidiaries
	-
	-
	194.91
	247.79

	Joint ventures
	14.37
	15.49
	4.38
	6.15

	Associate
	15.20
	15.23
	-
	-

	Related companies:
	
	
	
	

	CP Group of companies
	249.82
	178.08
	14.22
	16.21

	NEC Corporation (Thailand) Co., Ltd.
	0.28
	0.31
	0.02
	0.04

	
	
	
	
	

	
	279.67
	209.11
	213.53
	270.19


	
	Consolidated
	Company

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

	
	2012
	2011
	2012
	2011

	
	Baht Million
	Baht Million
	Baht Million
	Baht Million

	
	
	
	
	

	Purchases of goods:
	
	
	
	

	Subsidiaries
	-
	-
	1.33
	0.27

	Joint ventures
	-
	0.01
	-
	-

	Associate
	0.57
	0.49
	-
	-

	Related companies:
	
	
	
	

	CP Group of companies
	220.11
	12.78
	2.12
	1.84

	NEC Corporation (Thailand) Co., Ltd.
	-
	0.19
	-
	-

	
	
	
	
	

	
	220.68
	13.47
	3.45
	2.11

	
	
	
	
	

	Purchases of services:
	
	
	
	

	Subsidiaries
	-
	-
	711.51
	815.85

	Joint ventures
	45.25
	46.08
	15.25
	18.71

	Associate
	45.24
	45.32
	-
	-

	Related companies:
	
	
	
	

	CP Group of companies
	722.13
	440.51
	45.96
	38.45

	NEC Corporation (Thailand) Co., Ltd.
	0.71
	2.31
	0.05
	0.10

	
	
	
	
	

	
	813.33
	534.22
	772.77
	873.11


27.
Related party transactions (Cont’d)
iii)
Outstanding balances arising from sales and purchases of goods and services 

	
	Consolidated
	Company

	
	30 September
	31 December
	30 September
	31 December

	
	2012
	2011
	2012
	2011

	
	Baht Million
	Baht Million
	Baht Million
	Baht Million

	
	
	
	
	

	Receivables from related parties:
	
	
	
	

	   (included in “Trade and other
	
	
	
	

	   receivables”)
	
	
	
	

	Subsidiaries
	-
	-
	2,543.72
	2,156.10

	Joint ventures
	8.30
	11.26
	0.75
	0.13

	Associate
	65.38
	61.66
	-
	-

	Related companies:
	
	
	
	

	CP Group of companies
	1,840.10
	1,679.12
	0.23
	0.12

	   NEC Corporation (Thailand) Co., Ltd.
	0.16
	0.16
	0.16
	0.16

	
	
	
	
	

	Receivables, net
	1,913.94
	1,752.20
	2,544.86
	2,156.51

	
	
	
	
	

	Receivables from related parties:
	
	
	
	

	   (included in “Trade and other
	
	
	
	

	   receivables - other receivables”) 
	
	
	
	

	Related companies:
	
	
	
	

	   CP Group of companies
	0.07
	0.06
	-
	-

	   NEC Corporation (Thailand) Co., Ltd.
	2.31
	2.31
	2.31
	2.31

	
	
	
	
	

	
	2.38
	2.37
	2.31
	2.31

	
	
	
	
	

	Payables to related parties:
	
	
	
	

	   (included in “Trade and 
	
	
	
	

	   other payables”)
	
	
	
	

	Subsidiaries
	-
	-
	297.66
	349.54

	Joint ventures
	28.53
	28.21
	16.03
	10.95

	Associate
	93.78
	200.37
	-
	-

	Related companies:
	
	
	
	

	   CP Group of companies
	115.62
	49.20
	18.08
	26.84

	   NEC Corporation (Thailand) Co., Ltd.
	0.09
	0.04
	0.02
	0.01

	
	
	
	
	

	
	238.02
	277.82
	331.79
	387.34


iv)
Loans to related parties

	
	Consolidated
	Company

	
	30 September
	31 December
	30 September
	31 December

	
	2012
	2011
	2012
	2011

	
	Baht Million
	Baht Million
	Baht Million
	Baht Million

	
	
	
	
	

	Current
	14.27
	8.70
	-
	-

	
	
	
	
	

	Loans to related parties
	14.27
	8.70
	-
	-


27.
Related party transactions (Cont’d)
iv)
Loans to related parties (Cont’d)
Movements of loans to related parties can be analysed as follows:
	
	Consolidated
	Company

	
	Baht Million
	Baht Million

	
	
	

	For the nine-month period ended 30 September 2012
	
	

	Opening net book amount
	8.70
	-

	Additions
	5.57
	310.00

	Repayment
	-
	(310.00)

	
	
	

	Closing net book amount 
	14.27
	-


The interest income in the consolidated financial information for the three-month and nine-month periods ended 30 September 2012 were Baht 0.21 million and Baht 0.56 million, respectively (2011: Baht 0.18 million and Baht 0.42 million, respectively) and the interest income in the company financial information for the three-month and nine-month periods ended 30 September 2012 were Baht 0.57 million and Baht 3.42 million, respectively.
v)
Loans from related parties

	
	Company

	
	30 September
	31 December

	
	2012
	2011

	
	Baht Million
	Baht Million

	
	
	

	Current
	244.45
	-

	Non-current
	2,430.37
	3,249.65

	
	
	

	Total
	2,674.82
	3,249.65


Movements of loans from related parties can be analysed as follows:
	
	

	
	Company

	
	Baht Million

	For the nine-month period ended 30 September 2012
	

	Opening net book amount
	3,249.65

	Additional borrowings
	810.00

	Non-cash transaction - interest
	145.72

	Repayment
	(1,530.55)

	
	

	Closing net book amount 
	2,674.82


The interest expense in the Company financial information for the three-month and nine-month periods ended 30 September 2012 were Baht 49.60 million and Baht 151.36 million, respectively (2011: Baht 50.77 million and Baht 145.17 million, respectively).

28.
Post balance sheet event

On 18 October 2012, Real Future Co., Ltd., (“RF”) a 99.99% directly owned subsidiary of the Company was officially notified by the National Broadcasting and Telecommunications Commission (“NBTC”) that RF has been awarded with three spectrum bandwidth license with the total bid price of Baht 13,500 million under the auction of the 2.1 GHz bandwidth. RF must pay for the license fee and comply and fulfill with the terms and conditions as stipulated and notified by NBTC. 
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