True Corporation Public Company Limited 

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

For the six-month period ended 30 June 2013 

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 interim consolidated and company financial information was authorised for issue by the Audit Committee on 14 August 2013.
These interim consolidated and company financial information has been reviewed, not audited.

2.
Basis of preparation
These interim consolidated and company financial information was 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 2012.

An English version of the interim consolidated and company financial information has been prepared from the interim financial information that is 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 information for the year ended 31 December 2012 except as described below.

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

The following new accounting standard, new financial reporting standard, amendments to accounting standards and new interpretations are mandatory for the accounting periods beginning on or after 1 January 2013, but the Group has not early adopted them except for TAS No. 12, “Income Taxes: 

	TAS 12
	Income Taxes

	TAS 20 
	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


New accounting policies resulting from new/amendment accounting standards and related interpretations are discussed in Note 4.  There are no material impacts to the Group as a result of initial adoption. 
3.
Summary of significant accounting policies (Cont’d)

New interpretations which are effective on 1 January 2014 and are relevant to the Group are:

	TFRIC 1
	Changes in Existing Decommissioning, Restoration and Similar Liabilities

	TFRIC 4
	Determining whether an Arrangement contains a Lease

	TFRIC 5
	Right to Interests arising from Decommissioning, Restoration and Environmental

	
	   Rehabilitation Funds

	TFRIC 7
	Applying the Restatement Approach under TAS 29 Financial Reporting in Hyperinflationary

	
	   Economics

	TFRIC 10
	Interim Financial Reporting and Impairment

	TFRIC 12
	Service Concession Arrangements

	TFRIC 13
	Customer Loyalty Programmes

	TSIC 29
	Service Concession Arrangements: Disclosure


TFRIC 1 provides guidance on accounting for changes in the measurement of an existing decommissioning, restoration and similar liability that result from changes in estimated timing or amount of the outflow of resources embodying economic benefits required to settle the obligation, or a change in the discount rate. 
The Group has applied TFRIC 1.

TFRIC 4 requires the determination of whether an arrangement is or contains a lease to be based on the substance of the arrangement. It requires an assessment of whether: (a) fulfilment of the arrangement is dependent on the use of a specific asset or assets (the asset); and (b) the arrangement conveys a right to use the asset. 
The management is currently assessing the impact of TFRIC 4. 

TFRIC 5 provides guidance on accounting in the financial statements of a contributor for interests arising from decommissioning funds that the assets are administered separately and a contributor’s right to access the assets is restricted. TFRIC 5 is not relevant to the Group’s operations.
TFRIC 7 provides guidance on how to apply the requirements of TAS 29, Financial Reporting in Hyperinflationary Economics, in a reporting period in which an entity identifies the existence of hyperinflation in the economy of its functional currency, when the economy was not hyperinflationary in the prior period. TFRIC 7 is not relevant to the Group’s operations.
TFRIC 10 prohibits reversal of an impairment loss recognised in a previous interim period in respect of goodwill. This interpretation has no impact to the Group.

TFRIC 12 deals with public-to-private service concession arrangements for the delivery of public services. 
It applies only to concession agreements where the use of the infrastructure is controlled by the grantor. 
This interpretation requires two different accounting treatments, depending on the specific terms of the concession agreement. When the operator builds infrastructure and has an unconditional contractual right to receive cash or another financial asset from the grantor, that right is treated as a financial asset. When the operator builds infrastructure and receives a right (a licence) to charge users of the public service, that right is treated as an intangible asset. The management is currently assessing the impact of applying this interpretation.

TFRIC 13 clarifies that where goods or services are sold together with a customer loyalty incentive (for example, loyalty points or free products), the arrangement is a multiple-element arrangement, and the consideration received or receivable from the customer is allocated between the components of the arrangement using fair values. The Group has applied TFRIC 13.
TSIC 29 contains disclosure requirements in respect of public-to-private service arrangements. This interpretation has no impact to the Group.
3.
Summary of significant accounting policies (Cont’d)

New accounting standard which is effective on 1 January 2016 but is not relevant to the group:
	TFRS 4
	Insurance Contracts 


TFRS 4 applies to all insurance contracts (including reinsurance contracts) that an entity issues and to reinsurance contracts that it holds. TFRS 4 is not relevant to the Group’s operations.
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.
New accounting policies

4.1
Foreign currency translation

(a)
Functional and presentation currency

Items included in the financial statements of each of the group’s entities are measured using the currency of the primary economic environment in which the entity operates (“the functional currency”). The consolidated financial statements are presented in Thai Baht, which is the company’s functional and the group’s presentation currency.

(b)
Transactions and balances

Foreign currency transactions are translated into the functional currency using the exchange rates prevailing at the dates of the transactions or valuation where items are re-measured. Foreign exchange gains and losses resulting from the settlement of such transactions and from the translation at period-end exchange rates of monetary assets and liabilities denominated in foreign currencies are recognised in the profit or loss.

When a gain or loss on a non-monetary item is recognised in other comprehensive income, any exchange component of that gain or loss is recognised in other comprehensive income. Conversely, when a gain or loss on a non-monetary item is recognised in profit and loss, any exchange component of that gain or loss is recognised in profit and loss.

(c)
Group companies

The results and financial position of all the group entities (none of which has the currency of a hyper-inflationary economy) that have a functional currency different from the presentation currency are translated into the presentation currency as follows:

· Assets and liabilities for each statement of financial position presented are translated at the closing rate at the date of that statement of financial position;

· 
Income and expenses for statement of comprehensive income is translated at average exchange rates; and

· All resulting exchange differences are recognised as a separate component of equity.

Goodwill and fair value adjustments arising on the acquisition of a foreign operation are treated as assets and liabilities of the foreign operation and translated at the closing rate.

4.
New accounting policies (Cont’d)
4.2
Segment reporting

Operating segments are reported in a manner consistent with the internal reporting provided to the chief operating decision-maker. The chief operating decision-maker, who is responsible for allocating resources and assessing performance of the operating segments, has been identified as the Group Management that makes strategic decisions.
5.
Segment information
The Group Management is the Group’s chief operating decision-maker.  The Group Management has determined the operating segments based on the information reviewed by the Group Management for the purposes of allocating resources and assessing performance.

The Group operates only in Thailand.  Therefore, no geographical segment is considered. The Group Management considers the business from three services categories, Online, Wireless and Pay-TV of which are consisted of the following:

· Online
to install and provide services of 2.6 million fixed lines including public telephone and related value added service, data service, multimedia services, NON-POTS and broadband service, PCT, internet service, vehicle and building rental service, electronic card service, and other services;

(
Wireless
to provide cellular telephone services, resell of 3G services using HSPA technology, network equipment rental services, to provide mobile service under the 2.1 IMT GHz Bandwidth licence and sales of handsets and accessories and other supporting services in the Group; and
(
Pay-TV
to provide pay television services both via cable and satellite platform, rental and trading of related equipment and other related services to the pay television business, advertising sale and agency.

The Group Management assesses the performance of the operating segments based on a measure of adjusted EBITDA and net income on ongoing operation.  This measurement basis excludes discontinued operations and the effects of non-recurring expenditure from the operating segments.

Revenue
Sales between segments are carried out at arm’s length.  The revenue from external parties reported to the Group Management is measured in a manner consistent with that in the statements of comprehensive income.

	
	Baht : Million

	
	Consolidated

	
	For the six-month
	For the six-month

	
	period ended 30 June 2013
	period ended 30 June 2012

	
	
	
	Revenue
	
	
	Revenue

	
	Total
	Inter-
	from
	Total
	Inter-
	from

	
	segment
	segment
	external
	segment
	segment
	external

	
	revenue
	revenue
	customer
	revenue
	revenue
	customer

	
	
	
	
	
	
	

	Online
	15,448.91
	(3,697.18)
	11,751.73
	14,596.80
	(3,161.34)
	11,435.46

	Wireless
	30,497.43
	(510.68)
	29,986.75
	27,338.46
	(646.23)
	26,692.23

	Pay-TV
	5,489.86
	(338.04)
	5,151.82
	4,877.62
	(253.62)
	4,624.00

	
	
	
	
	
	
	

	Total
	51,436.20
	(4,545.90)
	46,890.30
	46,812.88
	(4,061.19)
	42,751.69


5.
Segment information (Cont’d)
EBITDA
	
	Baht : Million

	
	Consolidated

	
	For the six-month
	For the six-month

	
	period ended 30 June 2013
	period ended 30 June 2012

	
	Included inter segment
	Inter segment 
	Excluded inter segment
	Included inter segment
	Inter segment 
	Excluded inter segment

	
	
	
	
	
	
	

	Online
	5,382.08
	(2,847.01)
	2,535.07
	4,933.80
	(2,028.72)
	2,905.08

	Wireless
	2,901.54
	2,647.07
	5,548.61
	2,483.84
	1,723.69
	4,207.53

	Pay-TV
	938.56
	45.28
	983.84
	963.51
	199.78
	1,163.29

	
	
	
	
	
	
	

	Total
	9,222.18
	(154.66)
	9,067.52
	8,381.15
	(105.25)
	8,275.90

	Depreciation and
	
	
	
	
	
	

	   amortisation
	(8,691.98)
	45.52
	(8,646.46)
	(7,204.32)
	43.26
	(7,161.06)

	Interest income
	184.54
	(108.42)
	76.12
	242.49
	(100.76)
	141.73

	Interest expenses
	(3,876.21)
	108.42
	(3,767.79)
	(3,290.03)
	100.76
	(3,189.27)

	Other finance cost
	(318.81)
	-
	(318.81)
	(169.91)
	-
	(169.91)

	Income tax expenses:
	
	
	
	
	
	

	   Current tax
	(150.90)
	-
	(150.90)
	(292.76)
	-
	(292.76)

	   Deferred income tax
	(903.75)
	12.37
	(891.38)
	(493.22)
	100.22
	(393.00)

	Share of results in associate
	(11.53)
	-
	(11.53)
	15.67
	-
	15.67

	Non-controlling interest
	(10.54)
	19.19
	8.65
	(36.64)
	22.70
	(13.94)

	
	
	
	
	
	
	

	Net profit (loss) on  
	
	
	
	
	
	

	   going operation
	(4,557.00)
	(77.58)
	(4,634.58)
	(2,847.57)
	60.93
	(2,786.64)

	
	
	
	
	
	
	

	Net loss on going
	
	
	
	
	
	

	   operation before deferred
	
	
	
	
	
	

	   income tax
	(3,653.25)
	(89.95)
	(3,743.20)
	(2,354.35)
	(39.29)
	(2,393.64)

	
	
	
	
	
	
	

	Foreign exchange gain
	267.49
	-
	267.49
	101.50
	-
	101.50

	Other income/(expenses)
	198.27
	(96.60)
	101.67
	588.96
	(531.36)
	57.60

	
	
	
	
	
	
	

	Net loss for the period
	(4,091.24)
	(174.18)
	(4,265.42)
	(2,157.11)
	(470.43)
	(2,627.54)


Other profit and loss disclosures
	
	Baht : Million

	
	Consolidated

	
	For the six-month
	For the six-month

	
	period ended 30 June 2013
	period ended 30 June 2012

	
	Depreciation and amortisation
	Income tax expense
	Share of results in associates
	Depreciation and amortisation
	Income tax expense
	Share of results in associates

	
	
	
	
	
	
	

	Online
	(3,317.30)
	(428.54)
	(3.03)
	(3,022.02)
	(424.41)
	31.86

	Wireless
	(4,646.01)
	(532.64)
	-
	(3,554.60)
	(230.96)
	-

	Pay-TV
	(683.15)
	(81.10)
	(8.50)
	(584.44)
	(30.39)
	(16.19)

	
	
	
	
	
	
	

	
	(8,646.46)
	(1,042.28)
	(11.53)
	(7,161.06)
	(685.76)
	15.67


5.
Segment information (Cont’d)
Assets

	
	Baht : Million

	
	Consolidated

	
	At 30 June 2013
	At 31 December 2012

	
	Total assets
	Investment in associates,

other companies and Investment property
	Additions to non-current assets
	Total assets
	Investment in associates,

other companies and Investment property
	Additions to non-current assets

	
	
	
	
	
	
	

	Online
	60,530.35
	470.72
	5,362.39
	58,926.84
	529.54
	14,122.88

	Wireless
	107,433.49
	0.40
	8,749.38
	99,873.16
	0.40
	25,924.74

	Pay-TV
	23,118.51
	85.35
	1,245.77
	21,563.36
	93.85
	4,156.40

	
	
	
	
	
	
	

	
	191,082.35
	556.47
	15,357.54
	180,363.36
	623.79
	44,204.02


Liabilities
	
	Baht : Million

	
	At 30 June
	At 31 December

	
	2013
	2012

	
	
	

	Online
	56,913.91
	58,067.73

	Wireless
	104,043.00
	87,375.46

	Pay-TV
	20,209.96
	20,915.80

	
	
	

	
	181,166.87
	166,358.99


6.
Operating profit
The following expenditures, classified by nature, have been charged in arriving at operating profit.
	
	Consolidated
	Company

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

	
	2013
	2012
	2013
	2012

	
	Baht Million
	Baht Million
	Baht Million
	Baht Million

	
	
	
	
	

	Depreciation and amortisation
	4,978.04
	4,025.23
	394.76
	443.96

	Doubtful accounts
	380.84
	297.14
	70.36
	56.76

	Impairment charge (reversal)
	-
	(11.28)
	-
	-


	
	Consolidated
	Company

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

	
	2013
	2012
	2013
	2012

	
	Baht Million
	Baht Million
	Baht Million
	Baht Million

	
	
	
	
	

	Depreciation and amortisation
	9,729.70
	8,043.31
	799.05
	891.13

	Doubtful accounts
	785.17
	620.24
	138.77
	128.08

	Impairment charge 
	0.09
	2.22
	-
	-


7.
Finance costs, net
	
	Consolidated
	Company

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

	
	2013
	2012
	2013
	2012

	
	Baht Million
	Baht Million
	Baht Million
	Baht Million

	
	
	
	
	

	Interest expense
	(1,927.89)
	(1,602.78)
	(420.36)
	(415.62)

	Foreign exchange loss
	(200.75)
	(392.19)
	(41.77)
	(296.09)

	Other financial fees
	(109.08)
	(82.63)
	(13.22)
	(20.46)

	
	
	
	
	

	Finance costs, net
	(2,237.72)
	(2,077.60)
	(475.35)
	(732.17)


	
	Consolidated
	Company

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

	
	2013
	2012
	2013
	2012

	
	Baht Million
	Baht Million
	Baht Million
	Baht Million

	
	
	
	
	

	Interest expense
	(3,767.79)
	(3,189.27)
	(868.07)
	(848.15)

	Foreign exchange gain 
	414.31
	69.85
	452.29
	80.19

	Other financial fees
	(318.81)
	(169.91)
	(34.52)
	(43.26)

	
	
	
	
	

	Finance costs, net
	(3,672.29)
	(3,289.33)
	(450.30)
	(811.22)


8.
Income tax
	
	Consolidated
	Company

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

	
	2013
	2012
	2013
	2012

	
	Baht Million
	Baht Million
	Baht Million
	Baht Million

	
	
	
	
	

	Current tax
	(64.32)
	(162.80)
	-
	-

	Deferred income taxes
	(465.98)
	(395.61)
	(116.52)
	(223.04)

	
	
	
	
	

	Income tax 
	(530.30)
	(558.41)
	(116.52)
	(223.04)


	
	Consolidated
	Company

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

	
	2013
	2012
	2013
	2012

	
	Baht Million
	Baht Million
	Baht Million
	Baht Million

	
	
	
	
	

	Current tax
	(150.90)
	(292.76)
	-
	-

	Deferred income taxes
	(891.38)
	(393.00)
	(241.38)
	(351.81)

	
	
	
	
	

	Income tax 
	(1,042.28)
	(685.76)
	(241.38)
	(351.81)


9.
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 (2013: 14,511.56 million shares, 2012: 14,503.18 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 of 26.64 million units weighted average number of stock options on an as-if-converted method for the six-month period ended 30 June 2013 (2012: 42.90 million units).
10.
Short-term investments 

	
	Consolidated
	Company

	
	30 June
	31 December
	30 June
	31 December

	
	2013
	2012
	2013
	2012

	
	Baht Million
	Baht Million
	Baht Million
	Baht Million

	
	
	
	
	

	Held-to-maturity:
	
	
	
	

	   - Time deposits
	11.93
	11.44
	-
	-

	   - Debt securities
	-
	347.76
	-
	347.76

	Trading securities:
	
	
	
	

	   - Equity securities
	0.10
	15.21
	-
	-

	
	
	
	
	

	Total short-term investments
	12.03
	374.41
	-
	347.76


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

	
	Consolidated
	Company

	
	Baht Million
	Baht Million

	
	
	

	For the six-month period ended 30 June 2013
	
	

	
	
	

	Opening net book amount
	374.41
	347.76

	Disposals
	(365.18)
	(350.00)

	Reclassifications
	0.39
	-

	Interest income
	2.34
	2.24

	Fair value adjustments
	0.07
	-

	
	
	

	Closing net book amount
	12.03
	-


11.
Trade and other receivables 

	
	Consolidated
	Company

	
	30 June
	31 December
	30 June
	31 December

	
	2013
	2012
	2013
	2012

	
	Baht Million
	Baht Million
	Baht Million
	Baht Million

	
	
	
	
	

	Receivable from TOT 
	715.62
	603.93
	715.62
	603.93

	Billed customers
	13,819.01
	12,967.25
	2,444.06
	2,602.68

	Receivable from related parties (Note 25)
	1,918.19
	2,082.72
	3,968.01
	3,299.13

	
	
	
	
	

	Trade accounts receivable
	16,452.82
	15,653.90
	7,127.69
	6,505.74

	Accrued income
	12,989.67
	10,622.30
	1,669.33
	1,563.18

	
	
	
	
	

	Total trade accounts receivable
	29,442.49
	26,276.20
	8,797.02
	8,068.92

	Less  Allowance for doubtful accounts
	(7,823.05)
	(7,322.60)
	(3,102.53)
	(2,977.30)

	
	
	
	
	

	Trade accounts receivable, net
	21,619.44
	18,953.60
	5,694.49
	5,091.62

	Other receivables
	1,690.10
	1,602.33
	61.57
	59.54

	Prepaid expenses
	1,374.72
	864.97
	75.23
	51.87

	Interest receivable
	3.30
	3.97
	31.69
	0.10

	
	
	
	
	

	Trade and other receivables
	24,687.56
	21,424.87
	5,862.98
	5,203.13


11.
Trade and other receivables (Cont’d)
Outstanding trade accounts receivable as at 30 June 2013 and 31 December 2012 can be analysed as follows:
	
	Consolidated
	Company

	
	30 June
	31 December
	30 June
	31 December

	
	2013
	2012
	2013
	2012

	
	Baht Million
	Baht Million
	Baht Million
	Baht Million

	
	
	
	
	

	Current
	6,921.25
	6,535.87
	1,722.20
	1,528.90

	Less than 3 months
	2,168.58
	2,218.38
	1,249.94
	1,199.90

	3 - 6 months
	989.51
	859.40
	1,220.40
	1,077.93

	6 - 12 months
	3,047.18
	2,953.51
	1,324.15
	1,131.08

	More than 12 months
	3,326.30
	3,086.74
	1,611.00
	1,567.93

	
	
	
	
	

	Trade accounts receivable
	16,452.82
	15,653.90
	7,127.69
	6,505.74

	Accrued income
	12,989.67
	10,622.30
	1,669.33
	1,563.18

	
	
	
	
	

	Total trade accounts receivable
	29,442.49
	26,276.20
	8,797.02
	8,068.92

	Less  Allowance for doubtful accounts
	(7,823.05)
	(7,322.60)
	(3,102.53)
	(2,977.30)

	
	
	
	
	

	Trade accounts receivable, net 
	21,619.44
	18,953.60
	5,694.49
	5,091.62


As at 30 June 2013, trade accounts receivable in the interim consolidated and Company statements of financial position included accrued income receivable from TOT from 1 January 2006 to 31 December 2007, amounting to Baht 287.34 million (2012: 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 June 2013, in the interim consolidated and Company statements of financial position included accrued income receivable from TOT amounting to Baht 233.88 million (2012: Baht 232.04 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.

12.
Other current assets
	
	Consolidated
	Company

	
	30 June
	31 December
	30 June
	31 December

	
	2013
	2012
	2013
	2012

	
	Baht Million
	Baht Million
	Baht Million
	Baht Million

	
	
	
	
	

	Value added tax pending for receipt
	
	
	
	

	   of tax invoices
	2,127.32
	1,995.58
	61.57
	28.52

	Film and program rights (Note 15)
	515.93
	816.39
	-
	-

	Subscriber acquisition cost, net
	208.23
	293.80
	-
	-

	Deferred regulatory cost 
	214.37
	215.85
	-
	-

	Others
	0.18
	0.24
	-
	0.01

	
	
	
	
	

	Total
	3,066.03
	3,321.86
	61.57
	28.53


13.
Investments in subsidiaries, joint ventures and associates 

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%)*
	Dormant
	Thailand

	Hutchison Telecommunications (Thailand) Company Limited 
   (100.00%)*
	Dormant
	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%)
	Invest 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


13.
Investments in subsidiaries, joint ventures and associates (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 (100.00%)*
	Holding company
	British Virgin Island

	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

	Golden Pearl Global Limited (100.00%)**
	Holding company
	British Virgin Island

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


*    indirectly owned by the Company

**  indirectly owned by the Company and newly established
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 of
	Thailand

	Channel [V] Music (Thailand) Co., Ltd.
	   games online
	

	   (“Channel V”) (25.82%)*
	Music and sound
	Thailand

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


* indirectly owned by the Company

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

	
	Baht Million
	Baht Million

	
	
	

	For the six-month period ended 30 June 2013
	
	

	Opening net book value
	275.71
	37,745.22

	Dividend received (Note 25)
	(55.80)
	-

	Share of results
	(11.53)
	-

	
	
	

	Closing net book value
	208.38
	37,745.22


13.
Investments in subsidiaries, joint ventures and associates (Cont’d)

	
	
	Company

	
	
	30 June 2013
	31 December 2012

	
	
	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
	
	
	
	
	
	
	

	Telecom Holding Co., Ltd.
	Holding company
	21,233.82
	9,598.64
	11,635.18
	21,233.82
	9,598.64
	11,635.18

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

	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 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
	-
	180.40
	180.40
	-

	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
	50.03
	35.97
	86.00
	50.03
	35.97

	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
	9,829.07
	37,695.55
	47,524.62
	9,829.07
	37,695.55

	
	
	
	
	
	
	
	

	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
	9,902.60
	37,745.22
	47,647.82
	9,902.60
	37,745.22


On 3 July 2013, NC True Co., Ltd., the Company’s associate, filed for liquidation with the Ministry of Commerce and currently, it is under the liquidation process.  
The management viewed that the residual amount will cover the carrying value of investment.
14.
Property, plant and equipment, net 

	
	Consolidated

	
	Property, plant and equipment, net

	
	Non-Network
	Network
	Total

	
	Baht Million
	Baht Million
	Baht Million

	
	
	
	

	For the six-month period ended 30 June 2013
	
	
	

	Opening net book amount 
	9,233.34
	77,446.50
	86,679.84

	Additions
	1,978.55
	12,243.33
	14,221.88

	Disposals, net
	(97.09)
	(49.85)
	(146.94)

	Adjustments
	11.39
	121.51
	132.90

	Depreciation 
	(1,101.11)
	(5,825.60)
	(6,926.71)

	Impairment 
	-
	(0.09)
	(0.09)

	
	
	
	

	Closing net book amount
	10,025.08
	83,935.80
	93,960.88


	
	Company

	
	Property, plant and equipment, net

	
	Non-Network
	Network
	Total

	
	Baht Million
	Baht Million
	Baht Million

	
	
	
	

	For the six-month period ended 30 June 2013
	
	
	

	Opening net book amount
	185.85
	9,389.46
	9,575.31

	Additions
	21.85
	0.16
	22.01

	Disposals, net
	(0.29)
	-
	(0.29)

	Adjustments
	-
	2.00
	2.00

	Depreciation 
	(34.06)
	(698.15)
	(732.21)

	
	
	
	

	Closing net book amount
	173.35
	8,693.47
	8,866.82


Borrowing costs of Baht 43.01 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 398.75 million to CAT during the six-month period ended 30 June 2013. 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 June 2013
	7,986.55
	10.55

	As at 31 December 2012
	20,150.52
	14.42


15.
Intangible assets, net
	
	Consolidated
	Company

	
	30 June 
	31 December 
	30 June
	31 December

	
	2013
	2012
	2013
	2012

	
	Baht Million
	Baht Million
	Baht Million
	Baht Million

	
	
	
	
	

	Current (included in “Other current
	
	
	
	

	   assets” (Note 12))
	515.93
	816.39
	-
	-

	Non-current
	34,289.97
	35,401.78
	171.47
	206.07

	
	
	
	
	

	Total
	34,805.90
	36,218.17
	171.47
	206.07


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

	
	Baht Million
	Baht Million

	
	
	

	For the six-month periods ended 30 June 2013
	
	

	Opening net book amount
	36,218.17
	206.07

	Additions
	1,135.65
	1.56

	Disposals, net
	(1.00)
	-

	Adjustments
	(60.96)
	-

	Amortisation charge 
	(2,485.96)
	(36.16)

	
	
	

	Closing net book amount
	34,805.90
	171.47


16.
Deferred income taxes
Deferred income taxes are calculated in full on temporary differences, using the liability method and using a principal tax rate of 20% for 2013 onwards (2012: 23%).  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 June
	31 December
	30 June
	31 December

	
	2013
	2012
	2013
	2012

	
	Baht Million
	Baht Million
	Baht Million
	Baht Million

	
	
	
	
	

	Deferred income tax assets
	
	
	
	

	Depreciation
	2,234.47
	2,512.52
	1,784.07
	2,031.07

	Tax loss carry forwards
	1,171.04
	1,197.98
	-
	-

	Allowances
	2,239.18
	2,288.62
	29.02
	33.19

	Borrowings
	208.81
	231.66
	208.81
	231.66

	Unearned income
	19.08
	29.56
	-
	-

	Minimum payment fees
	25.90
	28.52
	-
	-

	Accrued expenses
	10.86
	19.42
	-
	-

	Other current assets
	-
	0.96
	-
	-

	Other current liabilities
	0.57
	0.10
	-
	-

	Film and program right
	32.23
	31.51
	-
	-

	Employee benefit obligations
	55.70
	34.57
	-
	-

	
	
	
	
	

	
	5,997.84
	6,375.42
	2,021.90
	2,295.92


16.
Deferred income taxes (Cont’d)
	
	Consolidated
	Company

	
	30 June
	31 December
	30 June
	31 December

	
	2013
	2012
	2013
	2012

	
	Baht Million
	Baht Million
	Baht Million
	Baht Million

	
	
	
	
	

	Deferred income tax liabilities
	
	
	
	

	Depreciation and amortisation
	(3,426.99)
	(3,648.85)
	(15.56)
	(19.57)

	Difference on network assets
	(1,384.17)
	(617.47)
	-
	-

	Accounts receivable - billed customers
	(174.53)
	(191.33)
	(174.53)
	(191.33)

	Debt issuance cost
	(178.69)
	(183.66)
	(18.87)
	(15.83)

	Leased assets
	(74.92)
	(88.53)
	(0.48)
	(0.23)

	Deferred regulatory cost
	(42.88)
	(43.17)
	-
	-

	Deferred interest expenses
	-
	-
	-
	(15.12)

	Other current assets
	(4.63)
	-
	-
	-

	
	
	
	
	

	
	(5,286.81)
	(4,773.01)
	(209.44)
	(242.08)

	
	
	
	
	

	Deferred income tax assets, net
	711.03
	1,602.41
	1,812.46
	2,053.84


Presentation in the statements of financial position are as follows:

	
	Consolidated
	Company

	
	30 June
	31 December
	30 June
	31 December

	
	2013
	2012
	2013
	2012

	
	Baht Million
	Baht Million
	Baht Million
	Baht Million

	
	
	
	
	

	Deferred income tax assets
	4,989.09
	5,181.78
	1,812.46
	2,053.84

	
	
	
	
	

	Deferred income tax liabilities
	(4,278.06)
	(3,579.37)
	-
	-


Under the Thai Revenue Code, all companies are taxed as separate entities with no relief available for the Group.
17.
Trade and other payables 

	
	Consolidated
	Company

	
	30 June
	31 December
	30 June
	31 December

	
	2013
	2012
	2013
	2012

	
	Baht Million
	Baht Million
	Baht Million
	Baht Million

	
	
	
	
	

	Trade accounts payable
	24,977.63
	20,580.81
	619.73
	573.53

	Accrued expenses
	24,739.55
	19,837.30
	991.84
	1,108.28

	Unearned income
	3,433.40
	3,535.96
	80.52
	51.80

	Other payables
	550.45
	767.70
	73.69
	46.47

	
	
	
	
	

	
	53,701.03
	44,721.77
	1,765.78
	1,780.08


18.
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

	
	2013
	2012
	2013
	2012

	
	Baht Million
	Baht Million
	Baht Million
	Baht Million

	Current
	
	
	
	

	- Banks and financial institutions
	2,703.98
	6,470.31
	-
	2,759.64

	- Finance leases
	1,821.82
	1,801.39
	12.50
	12.49

	- Debentures
	9,236.04
	1,250.21
	9,083.00
	1,100.00

	- Supplier credit
	454.25
	-
	454.25
	-

	
	
	
	
	

	Total short-term borrowings
	14,216.09
	9,521.91
	9,549.75
	3,872.13

	
	
	
	
	

	Non-current
	
	
	
	

	- Banks and financial institutions
	59,636.50
	57,185.84
	-
	-

	- Finance leases
	4,316.08
	4,310.15
	24.71
	30.86

	- Debentures
	16,138.99
	21,243.23
	15,805.68
	20,916.01

	- Suppliers credit
	3,162.54
	4,065.39
	3,162.54
	4,065.39

	
	
	
	
	

	Total long-term borrowings
	83,254.11
	86,804.61
	18,992.93
	25,012.26

	
	
	
	
	

	Total borrowings  
	97,470.20
	96,326.52
	28,542.68
	28,884.39


Movements of borrowings can be analysed as follows:
	
	Consolidated
	Company

	
	Baht Million
	Baht Million

	For the six-month period ended 30 June 2013
	
	

	Opening net book amount 
	96,326.52
	28,884.39

	Additions of borrowings
	
	

	- principals (net of debt issuance costs)
	11,465.47
	7,754.11

	- non-cash finance leases
	1,109.96
	-

	- interest
	184.24
	3.79

	Repayments of borrowings
	(11,336.25)
	(7,678.00)

	Amortisation of debt issuance costs
	134.57
	30.68

	Currency translation
	(414.31)
	(452.29)

	
	
	

	Closing net book amount
	97,470.20
	28,542.68


Secured liabilities
Borrowings include secured liabilities being loans under finance leases and loans from banks and financial institutions of Baht 93.37 billion (2012: Baht 91.78 billion) and Baht 22.01 billion (2012: Baht 24.82 billion) in the consolidated and Company financial statements, respectively.  The bank borrowings are secured with shares of subsidiaries, network equipment, land and certain 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.

Refinancing

On 20 June 2011, a subsidiary entered into a loan agreement with a Thai bank. The loan is dominated in 
Thai Baht amounting to Baht 8.79 billion. The loan carries interest at lender’s MLR minus agreed rate for the first year and at the lender’s MLR afterward. The loan is secured by conditional transferred of the subsidiary’s right in revenue account. The loan is payable on a quarterly basis starting from the 27th month from signing date and final payment will be on 30 June 2019. As at 30 June 2013, the subsidiary has drawdown Baht 8.79 billion. The proceeds have been used for repayment of the subsidiary’s existing debt and expansion of its network. Under terms and conditions of the loan agreement, the subsidiary must comply with certain condition including maintaining financial ratio. In addition, lender’s consent must be obtained if the subsidiary would incur certain type of indebtedness.
18.
Borrowings (Cont’d)

Additional facilities
On 18 February 2013, the group of subsidiaries under Mobile Business (“Group Borrowers”) entered into Amendment and Restatement Agreement relating to Credit Facilities Agreement (“Agreement”) with local banks to obtain additional loan. The loan is dominated in Thai Baht with total additional facility of Baht 21.00 billion (including Baht 7.00 billion short-term loan) which will be used for payment of  IMT 2.1 GHz licence, rolling out its IMT 2.1 GHz network and for the purpose of its working capital. The loan carries interest at lenders’ MLR plus an applicable margin as stipulated in the Agreement. The loan is secured by conditional assignment of key operating accounts, conditional assignment of material agreements, pledges of shares of the subsidiary within the Group Borrowers and guaranteed by the Group Borrowers. The loan is repayable on a quarterly basis commencing the 39th month after the first utilisation date. The final maturity date will be 10 years after the first utilisation date. Under the terms and conditions of the Agreement, the Group Borrowers must comply with certain conditions including maintaining financial ratio as stipulated in the Agreement. In addition, the majority lenders’ consent must be obtained if the Group Borrowers would incur certain types of financial indebtedness. As at 30 June 2013, the Group Borrowers drew down Baht 7.00 billion of short-term loan and Baht 0.22 billion of long-term loan from the available line of credit.

Debentures

On 5 April 2013, the Company issued 7.80 million units of unsecured debentures at par value of Baht 1,000 per unit.  The debentures carry interest at the rate of 5.80% per annum and are repayable on a quarterly basis starting from 5 July 2013.  The maturity date will be on 5 April 2017.  The Company used Baht 7.75 billion of net proceed to prepay its existing borrowing.
19.
Other current liabilities
	
	Consolidated
	Company

	
	30 June
	31 December
	30 June
	31 December

	
	2013
	2012
	2013
	2012

	
	Baht Million
	Baht Million
	Baht Million
	Baht Million

	
	
	
	
	

	Output VAT pending tax invoices
	2,325.43
	2,652.28
	435.58
	368.66

	Others
	889.02
	647.01
	95.25
	92.62

	
	
	
	
	

	Total
	3,214.45
	3,299.29
	530.83
	461.28


20.
Liabilities under agreements for operation

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

	
	30 June
	31 December

	
	2013
	2012

	
	Baht Million
	Baht Million

	
	
	

	Current (included in “Accrued expenses”)
	747.45
	731.71

	Non-current
	2,793.68
	3,079.52

	
	
	

	
	3,541.13
	3,811.23


20.
Liabilities under agreements for operation (Cont’d)
Movement of liabilities under agreements for operation can be analysed as follows:
	
	Consolidated

	
	Baht Million

	For the six-month period ended 30 June 2013
	

	Opening net book amount
	3,811.23

	Repayments
	(395.00)

	Interest expense charge 
	124.90

	
	

	Closing net book amount
	3,541.13


21.
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 2012
	14,503.18
	145,031.79
	(74,555.43)
	70,476.36

	Issue of common shares
	27.04
	270.36
	(83.16)
	187.20

	
	
	
	
	

	At 30 June 2013
	14,530.22
	145,302.15
	(74,638.59)
	70,663.56


The total authorised number of shares is 15,333.21 million shares (2012: 15,333.21 million shares) with a par value of Baht 10 per share (2012: Baht 10 per share).  All issued shares are fully paid.

During the first and second quarters, 27.04 million units of the Company’s equity warrants were exercised at the exercise price of Baht 7.00 per share, totaling Baht 187.20 million.  The outstanding 10.27 million units of equity warrants were expired on 14 May 2013.  The Company completed the registered of paid-up capital with the Ministry of Commerce upon the exercise.

22.
Cash flows from operating activities
Reconciliation of profit (loss) for the period to cash flows from operating activities:

	
	Consolidated
	Company

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

	
	2013
	2012
	2013
	2012

	
	Baht Million
	Baht Million
	Baht Million
	Baht Million

	
	
	
	
	

	Profit (loss) before income tax
	(3,231.79)
	(1,927.85)
	1,513.90
	458.31

	Adjustments for:
	
	
	
	

	Depreciation and amortisation (Note 6)
	9,729.70
	8,043.31
	799.05
	891.13

	Interest income
	(76.13)
	(141.73)
	(152.52)
	(17.55)

	Interest expense (Note 7)
	3,767.79
	3,189.27
	868.07
	848.15

	Dividend received (Note 25)
	-
	-
	(55.80)
	-

	(Gain) loss on disposals of property,
	
	
	
	

	   plant and equipment
	(28.88)
	5.91
	(0.31)
	0.66

	Doubtful accounts (Note 6)
	785.17
	620.24
	138.77
	128.08

	Impairment charge (Note 6)
	0.09
	2.22
	-
	-

	Other operating assets write-off
	0.05
	1.46
	-
	-

	Employees benefit obligations
	61.02
	21.39
	14.30
	15.54

	Unrealised gain on foreign exchange
	(228.04)
	(78.21)
	(452.29)
	(80.20)

	Loss on sale of investment in subsidiary
	-
	-
	-
	392.77

	Share of results in associates (Note 13)
	11.53
	(15.67)
	-
	-

	Changes in operating assets and liabilities
	
	
	
	

	- Trade and other receivables
	(4,035.57)
	(4,945.49)
	(865.09)
	379.27

	- Short-term investment - trading securities
	15.11
	66.12
	-
	-

	- Inventories
	(292.74)
	(1,154.96)
	(10.31)
	(2.87)

	- Other current assets
	(71.29)
	(30.38)
	272.92
	(0.25)

	- Film and program rights
	(646.21)
	(576.21)
	-
	-

	- Cars for lease
	65.68
	105.52
	-
	-

	- Other non-current assets
	(120.12)
	0.65
	(33.67)
	5.53

	- Trade and other payables
	4,410.93
	4,450.77
	29.74
	(557.77)

	- Other current liabilities
	(84.85)
	251.16
	58.42
	(3.25)

	- Other non-current liabilities
	(24.50)
	(16.43)
	(37.16)
	-

	
	
	
	
	

	Cash generated from operations
	10,006.95
	7,871.09
	2,088.02
	2,457.55


23.
Contingent liabilities

23.1

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 June 2013 and 31 December 2012

	
	Consolidated
	Company

	
	
	
	Mortgaged Value
	
	

	
	2013
	2012
	2013
	2012
	2013
	2012

	
	Baht
	Baht
	Baht
	Baht
	Baht
	Baht

	
	Million
	Million
	Million
	Million
	Million
	Million

	Deposits and short-term
	
	
	
	
	
	

	   investments
	715.68
	1,087.05
	-
	-
	135.33
	187.26

	Investments in shares capital 
	
	
	
	
	
	

	   of subsidiaries
	
	
	
	
	
	

	   and associates
	9,554.58
	8,173.89
	-
	-
	-
	-

	Land, building and machinery
	946.87
	959.12
	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 18).
23.2

Contingencies

The outstanding bank guarantees provided by banks are as follows:
	
	Consolidated
	Company

	
	Baht Million
	Baht Million

	
	
	

	As at 30 June 2013
	10,530.15
	268.88

	As at 31 December 2012
	10,890.13
	232.20


23.3
Access charges issue in subsidiary  
Refer to Note 39.2 to the 2012 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 June 2013 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 2012
	30,323.17
	22,305.15

	For the six-month period ended 30 June 2013
	1,565.78
	1,096.99

	
	
	

	Total
	31,888.95
	23,402.14


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

24.
Contracts, litigation and Arbitration disputes and contingent liabilities

24.1
Contracts
3G HSPA

Refer to Note 37.4 to the 2012 annual financial statements, RMV, BFKT and CAT have reached the solution to amend the agreement relating to six aspects commented by the NBTC.  The Memorandum of Understanding (“MOU”) has been signed between parties and submitted to National Telecommunication Commission of NBTC, (“NTC of NBTC”) on 4 December 2012. In addition, RMV, BFKT and CAT have submitted a joint letter dated 25 January 2013 to NBTC’s secretary-general confirming that all parties practically comply with NBTC’s recommendation regarding the six aspects.  On 3 April 2013, NTC of NBTC has considered the MOU and ordered CAT to make some minor changes on its proposed wording in the MOU and prepare the draft amendment to the agreement based on the MOU between CAT and BFKT and MOU between CAT and RMV. Subsequently, CAT and BFKT, CAT and RMV have jointly prepared the draft amendment and CAT has submitted the draft amendment to NTC of NBTC on 16 July 2013.  Thus, the management has strong view that there will be no material impact to the Group’s operation as a result.
In addition, the Council of State, a government’s legal advisor, has given its legal opinion that the HSPA agreements between CAT and BFKT, and between CAT and RMV do not fall under the Public-Private Partnership Act, B.E. 2535.

During the first quarter 2013, a final determination has been reached by all concerned regulators that BFKT does not violate The Telecommunications Business Act, B.E. 2544 and The Act on Organisation to Assign Radio Frequency and to Regulate the Broadcasting and Telecommunications Services B.E. 2553 and be able to continue providing lease of telecommunication equipment to CAT.

The recognitions of tower rental revenue in BFKT and accrued 3G operating costs in RMV are made in accordance with the conditions in the original agreements.

Digital PCN 1800

Refer to Note 37.8 to the 2012 annual financial statements, the agreement to operate cellular telephone services, Digital PCN 1800 will expire in September 2013.  The management believes that TMV will be able to continue providing mobile phone services to customers even after TMV’s Agreement to Operate expires in 2013, as indicated in Sections 15, 20 and 22 of the Telecommunication Business Act B.E. 2544 that the NBTC has the power to prescribe certain conditions for the operators to perform in order to prevent any harm to the public interest. In June 2013, the National Telecommunications Commission of NBTC has appointed a sub-committee to draft a regulation to protect consumers using mobile service on networks of which that concessions expire. The draft allows CAT and/or operators to continue providing mobile service on the 1800 MHz spectrum after the expiry until the NBTC awards a license to a winning bidder. In addition, the draft requires operators to pay most of the operating cost during the transition period including licensing fees, frequency fee, and universal service obligation fees, although it is not clear who will be responsible for these fees and at what rate as the draft stipulates that CAT and/or the existing operators can be an operator. However, all contents in the draft is not finalised and subject to further changes as the National Telecommunications Commission of NBTC is in the process of conducting a public hearing before having the NBTC endorses the draft and announces in the Royal Gazette slated to be in mid August 2013. As a result, the final decision of all concerned parties including regulators has not been reached and the future arrangement in respect of the expiring agreement cannot be determined at this stage. The management believes that the MOA signed with CAT in relation to this matter together with the forthcoming NBTC’s regulation to protect phone services consumers will enable the Group to enter into an agreement with CAT to carry on the PCN 1800 business after the expiration date.

24.
Contracts, litigation and Arbitration disputes and contingent liabilities (Cont’d)
24.2
Litigation and arbitration disputes 
Refer to Note 38 to the 2012 annual financial statements, the progress of litigations are as follows:

Arbitration cases filed by TOT against the Company

Pertaining to the dispute between TOT and the Company in relation to TA1234 campaign, the amount claiming by TOT have included additional charges from April 2005 to June 2005 for an additional amount of Baht 1,066.79 million, becoming the claim amount of Baht 16,870.97 million.  Currently, the case is under the arbitration process.

On 21 June 2013, TOT filed an arbitration claim against the Company, claiming for a numbering fee at the specific period of times.  Totaling claim is Baht 539.02 million including interest charge. Currently, the case is under the arbitration process.
Litigations and arbitration disputes in subsidiaries

CAT

Pertaining to the dispute between a subsidiary and CAT in relation to the bank guarantee for the minimum payment of operation, on 30 August 2012, CAT filed an arbitration requesting for the bank guarantee for 14th - 16th year of operation, whereas the subsidiary has made counterclaim against CAT request for returning of bank guarantee for 11th - 13th year.  The case is currently under the process of arbitration.

On 28 February 2013, CAT filed for arbitration against the subsidiary claiming for additional revenue sharing for the 15th year of operation for the amount of Baht 1,571.60 million due to the inappropriate calculation.  On 18 June 2013, the subsidiary filed the petition.  Currently, the case is under the arbitration process.

On 22 April 2013, CAT filed for arbitration against the subsidiary requested for transferring of network assets or a compensation amounting to Baht 821.14 million in case of failure to transfer. Currently, the subsidiary is preparing request to extend the petition period.
NTC of NBTC

Pertaining to the dispute between a subsidiary and NTC of NBTC together with the Secretary of the NBTC in relation to their order to prohibit of any manner which forces the prepaid mobile phone customer to use the service within the specific period (Validity), the Secretary of the NBTC has ordered for an administrative penalty at amount of Baht 100,000 per day. On 10 January 2013, the subsidiary has filed an appeal with the Central Administrative Court requesting to be refrained from the administrative penalty and with temporary relief.  Currently, the case is under the court process.

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.
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 June
	30 June
	30 June
	30 June

	
	2013
	2012
	2013
	2012

	
	Baht Million
	Baht Million
	Baht Million
	Baht Million

	
	
	
	
	

	Sales of goods:
	
	
	
	

	Subsidiaries
	-
	-
	0.42
	0.67

	Joint venture
	0.01
	-
	-
	0.01

	Associate
	0.49
	-
	-
	-

	Related companies:
	
	
	
	

	   CP Group of companies
	216.04
	53.77
	-
	-

	
	
	
	
	

	
	216.54
	53.77
	0.42
	0.68

	
	
	
	
	

	Sales of services:
	
	
	
	

	Subsidiaries
	-
	-
	1,343.85
	1,199.10

	Joint ventures
	3.39
	3.30
	0.29
	0.26

	Associate
	26.65
	34.81
	0.01
	-

	Related companies:
	
	
	
	

	   CP Group of companies
	436.32
	445.25
	0.18
	0.34

	
	
	
	
	

	
	466.36
	483.36
	1,344.33
	1,199.70


	
	Consolidated
	Company

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

	
	2013
	2012
	2013
	2012

	
	Baht Million
	Baht Million
	Baht Million
	Baht Million

	
	
	
	
	

	Sales of goods:
	
	
	
	

	Subsidiaries
	-
	-
	0.46
	1.29

	Joint venture
	0.01
	0.01
	-
	0.01

	Associate
	1.09
	-
	-
	-

	Related companies:
	
	
	
	

	   CP Group of companies
	305.85
	74.45
	-
	-

	
	
	
	
	

	
	306.95
	74.46
	0.46
	1.30

	
	
	
	
	

	Sales of services:
	
	
	
	

	Subsidiaries
	-
	-
	2,593.49
	2,385.91

	Joint ventures
	6.89
	6.64
	0.57
	0.53

	Associate
	50.10
	66.51
	0.03
	-

	Related companies:
	
	
	
	

	   CP Group of companies
	840.72
	903.27
	0.34
	0.67

	
	
	
	
	

	
	897.71
	976.42
	2,594.43
	2,387.11


25.
Related party transactions (Cont’d)
ii) Purchases of goods and services
	
	Consolidated
	Company

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

	
	2013
	2012
	2013
	2012

	
	Baht Million
	Baht Million
	Baht Million
	Baht Million

	
	
	
	
	

	Purchases of goods:
	
	
	
	

	Subsidiaries
	-
	-
	0.10
	1.12

	Associate
	-
	0.17
	-
	-

	Related companies:
	
	
	
	

	   CP Group of companies
	401.05
	15.33
	5.00
	0.93

	
	
	
	
	

	
	401.05
	15.50
	5.10
	2.05

	
	
	
	
	

	Purchases of services:
	
	
	
	

	Subsidiaries
	-
	-
	282.43
	180.94

	Joint ventures
	19.01
	15.68
	6.51
	4.95

	Associate
	13.08
	15.09
	-
	-

	Related companies:
	
	
	
	

	CP Group of companies
	245.78
	253.50
	11.56
	16.62

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

	
	
	
	
	

	
	277.96
	284.31
	300.50
	202.52


	
	Consolidated
	Company

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

	
	2013
	2012
	2013
	2012

	
	Baht Million
	Baht Million
	Baht Million
	Baht Million

	
	
	
	
	

	Purchases of goods:
	
	
	
	

	Subsidiaries
	-
	-
	1.69
	1.29

	Joint venture
	0.03
	-
	-
	-

	Associate
	-
	0.17
	-
	-

	Related companies:
	
	
	
	

	CP Group of companies
	521.59
	23.46
	5.00
	1.81

	    NEC Corporation (Thailand) Co., Ltd.
	-
	0.12
	-
	-

	
	
	
	
	

	
	521.62
	23.75
	6.69
	3.10

	
	
	
	
	

	Purchases of services:
	
	
	
	

	Subsidiaries
	-
	-
	490.80
	516.61

	Joint ventures
	36.73
	30.87
	10.35
	10.87

	Associate
	26.50
	30.05
	-
	-

	Related companies:
	
	
	
	

	CP Group of companies
	522.42
	472.31
	23.11
	3.74

	NEC Corporation (Thailand) Co., Ltd.
	0.21
	0.43
	0.04
	0.03

	
	
	
	
	

	
	585.86
	533.66
	524.30
	559.25


25.
Related party transactions (Cont’d)
iii)
Outstanding balances arising from sales and purchases of goods and services 

	
	Consolidated
	Company

	
	30 June
	31 December
	30 June
	31 December

	
	2013
	2012
	2013
	2012

	
	Baht Million
	Baht Million
	Baht Million
	Baht Million

	
	
	
	
	

	Receivables from related parties:
	
	
	
	

	   (included in “Trade and other
	
	
	
	

	   receivables”)
	
	
	
	

	Subsidiaries
	-
	-
	3,967.10
	3,297.60

	Joint ventures
	11.22
	7.07
	0.59
	1.12

	Associate
	51.21
	52.70
	0.01
	0.10

	Related companies:
	
	
	
	

	CP Group of companies
	1,855.60
	2,022.79
	0.15
	0.15

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

	
	
	
	
	

	Receivables, net
	1,918.19
	2,082.72
	3,968.01
	3,299.13

	
	
	
	
	

	Receivables from related parties:
	
	
	
	

	   (included in “Trade and other
	
	
	
	

	   receivables - other receivables”) 
	
	
	
	

	Joint ventures
	0.16
	0.11
	-
	-

	Associate
	2.49
	0.10
	-
	-

	Related companies:
	
	
	
	

	CP Group of companies
	0.06
	0.06
	-
	-

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

	
	
	
	
	

	
	5.02
	2.58
	2.31
	2.31

	
	
	
	
	

	Payables to related parties:
	
	
	
	

	   (included in “Trade and 
	
	
	
	

	   other payables”)
	
	
	
	

	Subsidiaries
	-
	-
	406.07
	266.28

	Joint ventures
	28.11
	32.27
	13.78
	10.30

	Associate
	31.98
	87.30
	-
	-

	Related companies:
	
	
	
	

	CP Group of companies
	312.86
	189.77
	19.07
	20.79

	NEC Corporation (Thailand) Co., Ltd.
	0.06
	0.03
	-
	-

	
	
	
	
	

	
	373.01
	309.37
	438.92
	297.37


iv)
Loans to related parties

	
	Consolidated
	Company

	
	30 June
	31 December
	30 June
	31 December

	
	2013
	2012
	2013
	2012

	
	Baht Million
	Baht Million
	Baht Million
	Baht Million

	
	
	
	
	

	Current
	15.30
	14.25
	1,550.00
	3,300.00

	Non-current
	-
	-
	2,100.00
	2,261.20

	
	
	
	
	

	Loans to related parties
	15.30
	14.25
	3,650.00
	5,561.20


25.
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 six-month period ended 30 June 2013
	
	

	Opening net book amount
	14.25
	5,561.20

	Additions
	1.05
	4,145.00

	Payment received
	
	

	   - Principal
	-
	(6,010.00)

	   - Interest
	-
	(46.20)

	
	
	

	Closing net book amount 
	15.30
	3,650.00


The interest income in the consolidated financial information for the three-month and six-month periods ended 30 June 2013 were Baht 0.26 million and Baht 0.50 million, respectively (2012: Baht 0.18 million and Baht 0.35 million, respectively) and the interest income in the company financial information for the three-month and six-month periods ended 30 June 2013 were Baht 65.47 million and Baht 141.04 million, respectively (2012: Baht 2.14 million and Baht 2.86 million, respectively).  
v)
Loans from related parties

	
	Company

	
	30 June
	31 December

	
	2013
	2012

	
	Baht Million
	Baht Million

	
	
	

	Current
	440.00
	-

	Non-current
	-
	2,231.38

	
	
	

	Total
	440.00
	2,231.38


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

	
	Baht Million

	
	

	For the six-month period ended 30 June 2013
	

	Opening net book amount
	2,231.38

	Additional borrowings
	

	   - principal
	540.00

	   - non-cash transaction - interest
	67.75

	Repayments
	(2,399.13)

	
	

	Closing net book amount 
	440.00


The interest expense in the company financial information for the three-month and six-month periods ended 30 June 2013 were Baht 33.18 million and Baht 68.20 million, respectively (2012: Baht 51.31 million and Baht 101.76 million, respectively).

25.
Related party transactions (Cont’d)
vi)
Dividend received
During the six-month period ended 30 June 2013, the Company received dividend from an associate of Baht 55.80 million, which was recognised as “Dividend income” under “Other income” in the interim Company profit or loss.
26.
Events after the reporting date

1. On 5 July 2013, the Company issued 11.21 million units of unsecured debenture at par value of Baht 1,000 per unit.  The debentures carry interest at the rate of 5.55% per annum and are repayable on the quarterly basis starting from 5 October 2013.  The maturity date will be on 5 July 2017.  The Company used the proceed to prepay its existing borrowing.

2. The Board of Directors Meeting held on 19 July 2013 has passed the following resolutions:

2.1 Approved the Company and/or its subsidiaries to enter into the transactions with an Infrastructure Fund (the “Fund”) which is now in the process of preparing to file for establishment with the Office of the Securities and Exchange Commission (the “IFF Transactions”).  In this regard, the Board of Directors has approved the following resolutions:

2.1.1
Approved entering into arrangement of disposal and/or lease the Company’s and/or subsidiaries’ certain assets and future certain assets and assign certain revenue to the Fund.

2.1.2
Approved the Company and/or the subsidiaries to leaseback, lease and/or sublease assets from the Fund.

2.1.3 Approved the Company or the Company’s subscription entity to subscribe investment units of the Fund which will be proposed for public offering after the approval of the Office of the Security and Exchange Commission for no more than one-third of total investment units of the Fund.

2.2 Approved (whereby the Directors who are related to Charoen Pokphand Group Company Limited did not attend the Board of Directors meeting and had no rights to vote on this agenda) the Company and/or subsidiaries to sell the investment in ordinary shares of eight non-core business subsidiaries to Thana Telecom Corporation Limited which is a connected person of the Company.

2.3 Approved the convention of the Extraordinary General Meeting of the Shareholders No. 1/2556 to be held on 12 September 2013.
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