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PricewaterhouseCoopers ABAS Ltd.

15th Floor Bangkok City Tower

179/74-80 South Sathorn Road

Bangkok 10120

Telephone 66 (0) 2286 9999, 2344 1000
: - Facsimile 66 (0) 2286 5050

AUDITOR’S REPORT P.O. Box 800 Bangkok 10500

www.pwc.com/thailand

To the Shareholders of Shin Corporation Public Company Limited

I have audited the accompanying consolidated and company balance sheets as at 31 December 2004 and 2003, and
the related consolidated and company statements of income, changes in shareholders’ equity, and cash flows for the
years then ended of Shin Corporation Public Company Limited and its subsidiaries, and of Shin Corporation Public
Company Limited, respectively. These financial statements are the responsibility of the Company’s management.
My responsibility is to express an opinion on these financial statements based on my audits.

I conducted my audits in accordance with generally accepted auditing standards. Those standards require that I plan
and perform the audit to obtain reasonable assurance about whether the financial statements are free of material
misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the
financial statements. An audit also includes assessing the accounting principles used and significant estimates made
by management, as well as evaluating the overall financial statement presentation. I believe that my audits provide a
reasonable basis for my opinion.

In my opinion, the consclidated and company financial statements referred to above present fairly, in all material
respects, the consolidated and company financial position as at 31 December 2004 and 2003, and the consolidated
dnd company results of operations and cash flows for the years then ended of Shin Corporation Public Company
Limited and its subsidiaries, and of Shin Corporation Public Company Limited, respectively, in accordance with
generally accepted accounting principles.

44»;/&

PRASAN CHUAPHANICH
Centified Public Accountant

(Thailand) No. 3051
PricewaterhouseCoopers ABAS Limited

Bangkok
18 February 2005
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Balance Sheets

As at 31 December 2004 and 2003

Consolidated Company

2004 2003 2004 2003
Restated Restated

Baht Baht Baht Baht

Notes

ASSETS
Current assets
Cash and cash equivalents
Current investments
Trade accounts and notes

receivable, net 6
Current portion of loan and accrued

interest receivable, net 7
Amounts due from and advances

to related parties 30
Inventories, net 8
Current portion of accounts

receivable-forward contract, net
Other current assets 9
Total current assets
Non-current assets
Loan and accrued interest receivable, net 7
Investments in subsidiaries, associates

and joint ventures 10
Other investments 11
Loans to other company
Property and equipment, net 12
Other assets '

Property and equipment under

concession agreements, net 13

Goodwill, net 14

Intangible assets, net 15

Other assets 30

Total non-current assets

Total assets

& =

3,563,016,327
485,343,080

1,931,200,566
590,292,209

10,858,353
363,212,976

557,130
592,205,042

3,579,241,762
296,258,468

2,004,038,629

6,080,308
562,341,162

741,611,956

1,852,172,180
275,199,345

15,338,833

264,903

42,584,726

1,401,310,373
283,746,087

19,307,643

1,210,531

34,967,618

7,536,685,683

7,189,572,285

2,185,559,987

1,740,542,252

455,949,553

30,141,262,135
26,249,938
29,174,451
20,019,468,040

6,098,020,583
1,404,375,690
356,721,412
295,743,459

26,223,131,378
25,000,000
26,421,642
17,443,340,494

7,075,769,244
1,556,639,366
377,278,720
241,832,708

37,389,405,079
26,249,938

48,602,500

28,329,733
6,630,805

34,099,433,031
25,000,000

61,153,316

30,698,908
6,780,805

58,826,965,261

52,969,413,552

37,499,218,055

34,223,066,060

66,363,650,944

60,158,985,837

39,684,778,042

35,963,608,312

TTON

20 aodvnes, oOido
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Director , %)/
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The accompanying notes on pages 9 to 61 are an integral part of these consolidated and company financial statements,
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Balance Sheets (continued)
As at 31 December 2004 and 2003

Consolidated Company
2004 2003 2004 2003
Restated Restated
Notes Baht Baht Baht Baht
LIABILITIES AND
SHAREHOLDERS’ EQUITY
Current liabilities
Bank overdrafts and short-term loans from
banks and financial institutions 17 2,112,099,934 1,197,000,000 - -
Trade accounts and notes payable 16 1,182,802,110 1,024,457,664 1,604,820 1,625,773
Amounts due to and loans from related
parties 30 6,434,171 2,286,863 660,404 3,163,812
Short-term loan from other company 17 - 6,101,895 - -
Current portion of long-term borrowings 17 2,227,293,356 1,875,117,721 1,130,379 227,582,441
Current portion of forward contracts
payable, net 19 563,674,263 604,489,800 - -
Accrued concession fees 1,024,621,661 686,803,454 - -
Other current liabilities 18 1,413,881,828 1,311,830,139 60,218,029 123,403,322
Total current liabilities 8,530,827,323 6,708,087,536 63,613,632 355,775,348
Non-current liabilities
Forward contracts payable, net 19 - 36,521,000 - -
Long-term borrowings, net 17 12,790,386,388 12,641,124,598 1,601,149 2,276,980
Long-term debentures, net 17 2,680,086,930 2,672,596,813 2,680,086,930 2,672,596,813
Other liabilities 520,959,567 397,013,888 404,033,177 242,534,117

Total non-current liabilities
Total liabilities

Shareholders’ equity
Share capital 20
Authorised share capital - common shares

Issued and paid-up share capital -
common shares

Warrants 20
Premium on share capital 20
Unrealised gain on dilution of investments 3

Unrealised loss from revaluation of
investment 5
Advance receipt for share subscription
Retained earnings
Appropriated
Legal reserve 21
Unappropriated -
Cumulative foreign currency translation
adjustment
Total parent's shareholders’ equity
Minority interests 22
Total shareholders’ equity
Total liabilities and shareholders’ equity

15,991,432,885

15,747,256,299

3,085,721,256

2,917,407,910

24,522,260,208

22,455,343,835

3,149,334,888

3,273,183,258

5,000,000,000

5,000,000,000

5,000,000,000

5,000,000,000

2,953,632,089

607,928,668
5,109,278,491
3,619,811,564

(26,801,817)

500,000,000
23,867,925,905

(96,331,746)

2,939,047,500

607,940,845
4,871,898,000
3,317,161,638

(18,614,953)
25,272,440
500,000,000

20,534,743,231

(87,023,647)

2,953,632,089

607,928,668
5,109,278,491
3,619,811,564

(26,801,817)

500,000,000
23,867,925,905

(96,331,746)

2,939,047,500

607,940,845
4,871,898,000
3,317,161,638

(18,614,953)
25,272,440
500,000,000

20,534,743,231

(87,023,647)

36,535,443,154
5,305,947,582

32,690,425,054
5,013,216,948

36,535,443,154

32,690,425,054

41,841,390,736

37,703,642,002

32,690,425,054

66,363,650,944

60,158,985,837

36,535,443,154
B4 778,042

The accompanying notes on pages 9 to 61 are an integral part of these consolidated and comp ) c
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For the years ended 31 December 2004 and 2003,

Consolidated Company
2004 2003 2004 2003
Restated Restated
Notes Baht Baht Baht Baht
Revenues 30
Revenues from sales and services 10,630,927,238 10,378,908,432 296,816,958 308,943,893
Other income 23 379,564,486 2,087,416,413 31,804,866 1,638,311,677
Share of net results from investments
- equity method 10 8,814,649,052 7,970,429,260 8,893,083,904 8,174,248,036
Total revenues 19,825,140,776  20,436,754,105 9,221,705,728  10,121,503,606
Expenses 30 .
Cost of sales and services 6,903,893,966 6,320,190,059 116,322,645 116,517,900
Concession fee 662,299,007 1,436,123,033 - -
Selling and administrative expenses 2,308,272,668 2,036,626,919 219,882,986 212,237,649
Directors’ remuneration 24 14,406,634 13,890,575 7,890,900 7,520,900
9,888,872,275 9,806,830,586 344,096,531 336,276,449

Total expenses

Profit before interest and tax
Interest expense
Income tax 34
Profit before minority interests
Share of net result from subsidiaries to
minority interests
Net profit for the year

Basic earnings per share (Baht) 26
Net profit for the year

Diluted earnings per share (Baht) 26
Net profit for the year

9,936,268,501
(347,639,156)
(361,502,981)

10,629,923,519
{385,255,559)
(382,626,913)

8,877,609,197
(177,860,036)

9,785,227,157
(188,283,216)

9,227,126,364

(527,377,203)

9,862,041,047

(265,097,106)

8,699,749,161

9,596,943,941

8,699,749,161

9,596,943,941

8,699,749,161

9,596,943,941

2.95

2.85

o fr wexder o
SHIN CORCORANON AUIC (o

[

/

3.27

3.26
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2.95

2.85

3.27

3.26

The accompanying notes on pages 9 to 61 are an integral part of these consolidated and company financial statements.
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Statements o Lash FIOWS
For the years ended 31 December 2004 and 2003

Consolidated Company
2004 2003 2004 2003
Restated Restated
Notes Baht Baht Baht Baht
Net cash flows from/(used in) operating
activities 29 2,004,505,380 1,818,378,837 (44,313,213) 101,232,971
Cash flows from investing activities
Acquisition of subsidiaries and associates, net
of cash acquired (180,037,912) (206,239,166) - (2,345,623,297)
Acquisition of other investment, net of
cash acquired (1,249,938) - (1,249,938) -
Purchases of property and equipment (3,122,725,926)  (6,113,174,571) (26,451,239) (19,210,585)
Investments in intangible assets (52,375,174) (77,637,638) (21,500) -
Investments in property and equipment
under concession agreements (81,942,850} (123,020,173) - -
(Increase) decrease in current investments (200,148,850) 298,054,785 - 297,638,960
Increase in advances to other company - - (5,503,965) - -
Decrease in loans and advances to related
parties - 28,222,890 945,629 1,675,621,363
Disposals of a subsidiary/joint venture, net
of cash disposed 10 - 9,990,000 306,000,000 -
Proceeds from disposal of equipment 19,017,362 27,175,350 2,028,221 1,735,327

Dividends received from subsidiaries
and associates 10
Net cash flows from/ (used in) investing
activities

Cash flows from financing activities

Receipts from short-term loans

Receipts from long-term loans

Receipts from share c'apital issued by
subsidiaries - 10

Receipts from share capital increase 20

Receipts from advance receipt for share
subscription

Repayments of short-term loans

Repayments of long-term loans

Redemption of debenture

Dividends paid 35

Dividends paid to minorities

Net cash flows from/ (used in) financing
activities

Net increase in cash and cash equivalents
Cash and cash equivalents, opening balance
Cash recognised on change of status
of associate to joint venture
Cash recognised on change of status
of joint venture to associate 10
Unrealised loss on exchange rate
Cash and cB%¥ 8y 'vmclqsiqg balance 4

= 4

5,408,290,999

4,486,177,600

5,590,453,685

4,641,120,564

1,788,827,711

(1,675,954,908)

5,871,704,858

4,251,282,332

5,111,366,307
1,674,243,434

1,135,861,956
226,680,463

(3,694,819,679)
(1,327,766,503)
(5,366,566,308)

(106,206,167)

4,397,599,289
8,186,648,679

585,000,000
36,445,500

25,272,440
(5,974,882,326)
(2,050,648,122)

(310,674,396)
(3,668,894,692)

226,680,463

(236,643,993)

(5,366,566,308)

36,445,500

25,272,440
(11,789,738)
(310,674,396)
(3,668,894,692)

(2,347,206,497)

1,225,866,372

(5,376,529,838)

(3,929,640,886)

1,446,126,594
3,579,241,762

(1,469,857,634)
7,505,605

1,368,290,301
2,130,368,182

84,789,169

(4,205,890)

450,861,807
1,401,310,373

422,874,417
984,133,511

(5,697,555)

3,563,016,327

3,579,241,762

1,852,172,180

1,401,310,373

Pusf £y . « »
The 3ERIR g notegz?]‘?ﬁ‘ﬂg%‘sﬁ to 61 are an integral part of these consolidated and company financial statements.
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Statements of Cash Flows (continued)
For the years ended 31 December 2004 and 2003

Supplemental disclosures of cash flow infermation
Interest and income tax paid

Interest and income tax paid during the year ended 31 December 2004 and 2003 are as follows:

Consolidated Company
2004 2003 2004 2003
Restated Restated
Baht Million Baht Million Baht Million Baht Million
Interest paid 457.37 432.69 0.19 25.79
Income tax paid 384.08 350.81 9.68 11.75
Non-cash transactions
Purchase of property and equipment and intangible
assets by liabilities 452.11 134.56 0.55 11.22
Property and equipment under finance leases = 3.00 0.95 0.65 -
Purchase of programming rights and production costs
by liabilities 8.08 19.28 - -
Acquisition of investment in a subAsidiary
through share swap - 88.99 - -
Conversion of accounts payable - purchase of equipment
to long-term loans - 19.59 - -
_ ‘ CORPORAIONS
;ﬁoggw?& AL COMPAI*{V Pk

; / " P

The accompanying notes on pages 9 to 61 are an integral part of these consolidated and company financial statements,
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For the years ended 31 December 2004 and 2003

General information

Shin Corporation Public Company Limited (“the Company”) is a public limited company and is incorporated
and domiciled in Thailand. The registered office of the Company is :

414 Shinawatra Tower 1, Phaholyothin Road, Phayathai, Bangkok 10400.

The Company, its subsidiaries, associates, joint ventures and other related companies (together “the Shin
Corp Group”, or “the Group”) are principally engaged in the satellite, internet, telecommunications, media
industries, low-fare airline and consumer finance sectors. ‘The Group renders satellite transponder and
related services, operates a television channel, is an internet service provider and content producer, provides
advertising services and publishes telephone directories, trades in cellular telephone equipment, provides
nationwide cellular network services, provides data transmission services, operates a low-fare airline and
offers consumer finance.

The principal business units are Shin Corporation Public Company Limited, its subsidiaries, Shin Satellite
Public Company Limited and ITV Public Company Limited, and associates, Advanced Info Service Public
Company Limited and CS Loxinfo Public Company Limited. All of these companies are listed on the Stock
Exchange of Thailand.

The Shin Corp Group has obtained concessions from government agencies, in Thailand and other countries,
to provide satellites and transponder services, to be an Internet Service Provider, to produce telephone
directories, to act as a television broadcaster, and to provide domestic mobile phone networks in Cambodia,
to provide telecommunication services in the Laos PDR and Cellular Telephone Systems in Thailand. The
penods of the concessions range from 10-35 years. Under these concession agreements, certain companies
in the Group must pay minimum fees to the relevant government agencies based on a percentage of service
income or at the rate specified in the relevant agreements, whichever is the higher. In addition, certain
companies in the Group, according to their concession agreements, must procure property and equipment for
their operations and must transfer the ownership of such property and equipment to the relevant government
agencies within the periods specified in the concession agreements.

~ The principal concessions held by subsidiaries, associates and a joint venture at 31 December 2004 include:

Concession Country Held by Expiry
Subsidiaries
Satellites Thailand Shin Satellite Public Company Limited September 2021
Radio-tetevision Thailand  ITV Public Company Limited July 2025
broadcasting- under
UHF system
Cellular telephone system Cambodia Cambodia Shinawatra Company Limited March 2028
Associates
900-MHz cellular Thailand Advanced Info Service Public September 2015
telephone system Company Limited
1800-MHz cellular Thailand Digital Phone Company Limited September 2013
telephone system L
Datakit Virtual Circuit Thailand  Advanced Datanetwork Communications 2022
Switch Company Limited
Internet services Thailand CS Loxinfo Public Company Limited April 2007
Joint Venture
Fixed phone, mobile phone, Laos PDR  Lao Telecommunications 2021
international facilities, Company Limited

paging and internet
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For the years ended 31 December 2004 and 2003

2.1

22

Accounting policies

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

Basis of preparation

The consolidated and company financial statements have been prepared in accordance with Thai generally
accepted accounting principles under the Accounting Act B.E. 2543, being those Thai Accounting Standards
issued under the Accounting Profession Act B.E. 2547, and the financial reporting requirements of the
Securities and Exchange Commission under the Securities and Exchange Act B.E. 2535,

The consolidated and company financial statements have been prepared under the historical cost convention
except as disclosed in the accounting policies below.

Group accounting

)

b)

058 26 mogy
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Subsidiary undertakings

Subsidiary undertakings, which are those‘companies in which the Group has power to govern the
financial and operating policies, are consolidated; attention is directed to the substance of the
power, and not merely the legal form.

Subsidiaries are consolidated from the date on which effective control is transferred to the Group
and are no longer consolidated from the date on which the Group ceases to have the power to
exercise control over the operations. The purchase method of accounting is used to account for the
acquisition of subsidiaries. The cost of an acquisition is measured as the fair value of the assets
given up, shares issued or liabilities undertaken at the date of acquisition plus costs directly
attributable to the acquisition. Inter-company ftransactions, balances and unrealised gains on
transactions between group companies are eliminated; unrealised losses are also eliminated unless
costs cannot be recovered. Where necessary, accounting policies of subsidiaries have been changed
to ensure consistency with the policies adopted by the Group. Separate disclosure is made for
munority interests. The interest of third parties in subsidiaries is accounted for on the basis of their
share in the underlying equity of these undertakings. A list of the principal subsidiaries is set out in
Note 10.

In the Company’s separate financial statements, the Company accounts for its interest in

Subsidiaries on an equity basis.

Joint ventures

The Group’s interest in jointly controlled entities (“joint ventures”) is accounted for by
proportionate consolidation in the consolidated financial statements. The Group combines its share of
the joint ventures’ individual income and expenses, assets and liabilities and cash flows on a line-by-
line basis with similar items in the Group’s financial statements. The Group recognises the portion of
gains or losses on the sale of assets by the Group to the joint venture that it is attributable to the other
venturers. The Group does not recogniseé its share of profits or losses from the joint venture that result
from the purchase of assets by the Group from the joint venture until it resells the assets to an
independent party. However, if a loss on the transaction provides evidence of a reduction in the net
realisable value of current assets or an impairment loss, the loss is recognised immediately. A list of
the principal joint ventures and further details about joint ventures are set out in Notes 10 and
31 respectively.

In the Company’s separate financial statements, the Company accounts for its interest in joint
ventures on the equity basis.
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Accounting policies (continued)
Group accounting (continued)
c) Associated undertakings

Investments in associated undertakings are accounted for using the equity method of accounting in
the consolidated financial statements. Under this method the company’s share of the post-acquisition
profits or losses of associates is recognised in the income statement and its share of post-acquisition
movements in reserves is recognised in reserves. The cumulative post-acquisition movements are
adjusted against the cost of the investrent. Associates are entities over which the Group generally has
significant influence, but which it does not control. Unrealised gains on transactions between the
Group and its associates are eliminated to the extent of the Group’s interest in the associates;
unrealised losses are also eliminated unless the transaction provides evidence of an impairment of the
asset transferred. The Group’s investment in associates includes goodwill (net of accumulated
amortisation) on acquisition. When the Group’s share of losses in an associate equals or exceeds its
interest in the associate, the Group does not continue to recognise further losses, unless the Group has
incurred obligations or made payments on behalf of the associates. A list of the principal associates
is set out in Note 10.

In the Company’s separate financiakstatements, the Company accounts for its interest in associates
on an equity basis.

d) Gain (loss) on dilution from investment

Dilution gains or losses that arise on shares issued by publicly traded subsidiaries, joint ventures or
associates to the public are recognised in shareholders’ equity in the balance sheet. The dilution
gains or losses from non-listed subsidiaries, joint ventures or associates are recognised as an
unrealised gain on dilution from investment in the shareholders’ equity in the balance sheet in the
proceeds from the sale can be objectively determined (Note 3.2).

Related parties

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

In considering each possible related party relationship, attention is directed to the substance of the
relationship, and not merely the legal form.

Foreign currency translation

Transactions denominated in foreign currencies are translated into Baht at the rate of exchange prevailing on
the transaction dates. Realised gains and losses on exchange are recognised as income or expense as
incurred. Monetary assets and liabilities at the balance sheet date denominated in foreign currencies are
translated into Baht at the rate of exchange prevailing at the balance sheet date. Unrealised gains and losses
on exchange are recognised as income or expense as incurred.

Statements of income of foreign entities are translated into the Group’s reporting currency at the weighted
average exchange rates for the year and balance sheets are translated at the exchange rates prevaiting on the
balance sheet date. Currency translation differences arising from the retranslation of the net investment in
foreign entities are taken to shareholders’ equity. On disposal of a foreign entity, accumulated currency
translatiey differences are recognised in the statement of income as part of the gain or loss on sale.

- 11
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For the years ended 31 December 2004 and 2003

2.5

2.6

2.7

2.8

2.9

2.10

Accounting policies (continued)
Cash and cash equivalents

Cash and cash equivalents are carried in the balance sheet at cost. For the purposes of the cash flow
statement, cash and cash equivalents comprise cash on hand and deposits held at banks and other short-term

highly liquid investments with original maturities of three months or less.

Current investments

Current investments represent time deposits, bills of exchange and promissory notes with original maturities
of more than three months but less than twelve months.

Trade accounts receivable

Trade accounts receivable are carried at anticipated realisable value. An allowance is recorded for doubtful
accounts receivable, which is equivalent to the estimated collection losses that may be incurred. The
estimated losses are based on historical collection experience combined with a review of the current status of
the existing receivables at the balance sheet date.

Loans and accrued interest receivables =~

Loans and accrued interest receivables are carried at anticipated realisable value. A group company fully
sets up the allowance for doubtful accounts when the payment is in default for more than three consecutive
periods and writes them off when the payment is in default for more than 180 days. In addition, a general
allowance for doubtful accounts has been set for the outstanding balance,

Bad debts are written off during the year in which they are identified.

Inventories

Inventories are valued at the lower of cost and net realisable value. Costs are determined using the moving
weighted average method except for the cost of mobile phones and paper, which are determined using the
first in first out method. Work in progress is valued using the specific identification method. The cost of
purchase comprises both the purchase price and costs directly attributable to the acquisition of the inventory,
such as import duties and transportation charges, less all attributable discounts, allowances or rebates. The
cost of finished goods and work in progress comprises raw materials, direct labour, other direct costs and
related production overheads (based on normal operating capacity).

Net realisable value is the estimated selling price in the ordinary course of business, less costs of completion
and selling expenses. An allowance is made against cost where there is diminution in value arising on
obsolete and defective inventory.

Programming rights

A group company buys programming rights for broadcasting, Programming rights are stated at cost. The
cost comprises both the purchase price and other costs directly attributable to the acquisition of the
programming rights, such as duties, less all attributable discounts, allowance or rebates. Provision is made,
where necessary, for impairment based on the estimated recoverable value.

The cost of the programming rights is amortised according to the number of transmissions specified in the
broadcasting agreement. If the program is broadcast more than once, the cost of the programming rights is
amoftised at a rate of 80% on the first transmission and 20% on the second transmission.

——
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INotes 1o ine Lonsolidated and Company kinancial Statements (continued)
For the years ended 31 December 2004 and 2003

2.11

2.12

Accounting policies (continued)
Investments (other than subsidiaries, associates and joint ventures)

Marketable equity securities which are classified as available-for-sale securities are carried at fair value, Fair
value of marketable equity securities is calculated by reference to the Stock Exchange quoted selling prices
at the close of business on the balance sheet date. Increases/decreases in the carrying amount are
credited/charged against unrealised gains/losses from revaluation of investment in shareholders’ equity.

Investments in non-marketable equity securities which are classified as general investments are carried at cost.

When disposing of part of the Group’s holding of a particular investment in debt or equity securities the
carrying amount of the disposed part is determined by reference to the average carrying amount of the total
holding of the investment.

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

Property and equipment

Property and equipment is stated at historicalcost less accumulated depreciation. Depreciation is charged on
a straight-line basis over the estimated useful lives of the respective assets, or, if it is shorter, the lease term,
based on the following useful lives:

Years
Leasehold land, buildings and improvements 3-30
Furniture, fixtures and equipment 5-10
Vehicles (including vehicles under finance leases) 5
Computers and equipment _ 3-5
Rental equipment 2-5

. Borrowing costs to finance the construction of property and equipment are capitalised as part of the cost of

the assets, during the period of time that is required to complete and prepare the property and equipment for
its intended use. Borrowing costs of Baht 440 million were capitalised in 2004 (2003: Baht 576 million).
Expenditures for additions, renewals and improvements of property and equipment, which result in a
substantial increase in an asset’s current replacement value, are capitalised. Repair and maintenance costs
are recognised as an expense when incurred.

The Group’s policy is to review asset values annually and to adjust depreciation to match estimated useful
lives.

Gains and losses on disposal of property and equipment are determined by comparing proceeds with
carrying amount and are included in operating profit.
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Notes to the Consolidated and Company Financial Statements (continued)
For the years ended 31 December 2004 and 2003

2.13

2.14

2.15

2.16

Accounting policies (continued)
Property and equipment under concession agreements

Property and equipment under concession agreements comprises assets used under concession agreements,
ownership of which must be transferred to the regulatory government agencies in accordance with the
specific terms of the respective concessions. Property and equipment under concession agreements is
amortised on a straight line basis over the shorter of the useful lives of the property and equipment or the
remaining concession term, based on the following useful lives:

Property and equipment
under concession agreements Years

Satellites Design life (14 - 15 years)
Telemetry, tracking,
command and monitoring equipment 5t0 27.5 years
Computer systems 5 years, not exceeding the concession term
Land, network stations, intangible assets and 5 to 20 years, not exceeding
equipment under UHF broadcasting agreement the concession term

Borrowing costs to finance the construction-of concession assets are capitalised as part of the cost of the
assets, during the period of time that is required to complete and prepare the assets for their intended use. No
borrowing costs were capitalised in 2004 and 2003.

Goodwill

Goodwill represents the excess of the cost of an acquisition over the fair value of the Group’s share of the
net identifiable tangible and intangible assets of the acquired subsidiary or associated undertaking or joint
venture at the date of acquisition. Goodwill on acquisitions of subsidiaries and joint ventures is reported in the
consolidated balance sheet as goodwill. Goodwill on acquisitions of associates is included in investments in
associates. Goodwill is amortised using the straight-line method over its estimated useful life not exceeding
20 years.

The gain or loss on disposal of an entity includes the unamortised balance of goodwill relating to the entity
disposed of.

Intangible assets

Intangible assets represent proprietary software for internal use and service, costs of computer software and
equipment provided to certain overseas customers in connection with the utilisation of transponder services
from the Group, and operating rights, expenditure on acquired patents, trademarks or licenses. Intangible
assets are amortised using the straight-line method over the estimated useful lives not exceeding 20 years.

Leases - where a group company is the lessee

Leases of equipment where the Company assumes substantially all the benefits and risks of ownership are
classified as finance leases. Finance leases.are’capitalised at the estimated present value of the underlying
lease payments. Each lease payment is allocated between the liability and finance charges so as to achieve a
constant rate on the finance balance outstanding. The corresponding rental obligations, net of finance
charges, are included in finance lease liabilities. The interest element of the finance charge is charged to
results over the lease period. The equipment acquired under finance leasing contracts is depreciated over the
useful life of the asset. Leases of assets under which all the risks and benefits of ownership are effectively
retairfed by the lessor are classified as operating leases. Payments made under operating leases are charged
to results on a straight-line basis over the period of the lease. When an operating lease is terminated before
the lease period has expired, any payment required to be made to the lessor by way of penalty is recognised
as an expense in the period in which termination takes place.
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For the years ended 31 December 2004 and 2003

2.17

2.18

2.19

2.20

2.21

Accounting policies (continued)
Leases - where a group company is the lessor

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

Impairment of fong-lived assets

Property and equipment and other non-current assets, including property and equipment under concession
agreements, goodwill and intangible assets are reviewed for impairment losses whenever events or changes
in circumstances indicate that the carrying amount may not be recoverable. An impairment loss is recognised
for the amount by which the carrying amount of the assets exceeds its recoverable amount, which is the
higher of an asset’s net selling price and value in use. For the purposes of assessing impairment, assets are
grouped at the lowest level for which there is separately identifiable cash flow.

Employee benefits

¢

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

the year to which they relate.
Provisions for liabilities and charges and contingency assets

Provisions are recognised when the Group has a present legal or constructive obligation as a result of past
events, it is probable that an outflow of resources will be required to settle the obligation, and a reliable
estimate of the amount can be made. The contingency asset will be recognised as a separate asset when only
the reimbursement is virtually certain. '

Revenue recognition
Sales are recognised upon delivery of products and customer acceptance.

Revenue from telephone services, transponder services and other services related to the satellite business is
recognised when services are provided to the customers.

Revenue from prepaid mobile phone services and internet packages is recognised when the service is used
by the customers.

Revenue from the production of advertising is recognised upon completion or publication. Revenue from
advertising media is recognised when the service is rendered to the customers.

Revenue from television advertising is recognised when the advertisement is broadcast and revenue from
airtime rental is recognised when the program is broadcast.

Interest and fee income are recognised in the statement of income on an accrual basis, except for income
which is uncollected after three consecutive periods or more, after which interest and fee income are
recognised on a collection basis. The use of the accrual basis continues for these overdue loans only when
there are no arrears in principal or interest payments.

Revenue from airline services are recognised when services are rendened to the customers.
Interest income is recognised on an accrual basis unless collectibility is in doubt.

W cigmsed when the shareholders’ right to receive payment is established.
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For the years ended 31 December 2004 and 2003

2.22

2.23

2.24

2.25
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Accounting policies (continued)
Advertising and production costs
Advertising costs are expensed in the financial period in which they are incurred.

Production costs comprise direct costs related to production. News production costs are expensed as
incurred. Costs relating to other in-house productions are capitalised based on estimated recoverable
revenues and are amortised when the production is broadcast.

Research and development

Research and development costs are expensed in the financial period during which they are incurred.

Income tax

The Group calculates income tax in accordance with the Revenue Code and records income tax on an
accrual basis. The Group does not recognise income tax payable or receivable in future periods in respect of
temporary differences arising between the tax bases of assets and liabilities and their carrying amounts in the
financial statements.

Financial instruments

Financial instruments carried on the balance sheet include cash and bank balances, current investments, trade
receivables, related party receivables and payables, trade payables, leases, borrowings and certain derivative
financial instruments. The particular recognition methods adopted are disclosed in the individual policy
statements associated with each item.

The Group is a party to financial instruments that manage exposure to fluctuations in foreign currency
exchange and interest rates. These instruments mainly comprise:

Foreign currency forward contracts

Foreign currency forward contracts establish a predetermined exchange rate (“forward rate™) at which the
Group will receive or pay foreign currency amounts on a predetermined future date. Obligations under
foreign exchange forward contracts are recognised in the balance sheet on inception. At the balance sheet
date the foreign currency amounts receivable or payable under these contracts are translated at the balance
sheet exchiange rate. Unrealised gains or losses that result from the translation are recognised in the income
statement. Any premium or discount equal to the difference between the exchange rate and the forward rate
at the inception of the contract is amortised over the life of the contract.

Cross-currency and interest rate swaps

In cross-currency and interest rate swap contracts, the Group agrees with a counterparty to exchange their
respective currency and interest rate positions between an agreed pair of currencies. An exchange of
principal in the different currencies occurs at the inception of the cross-currency interest rate swap at a
predetermined exchange rate, with an equal but opposite exchange of principal at the maturity of the
contract. The foreign currency receivable/payable under these contracts is translated at the year-end
exchange rate and the unrealised gains or losses are recognised in the income statement. Each party also
pays and receives interest on a predetermined amount of principal in different currencies over the contract
period. Any differential to be paid or received on the interest rate swaps is recognised as a component of
interest income or expense over the period of the agreement.

Interest rate swaps

Interest rate swap agreements enhance the Group's capability to manage exposure from movements in floating
interest rates. Any difference to be paid or received on an interest rate swap agreement is recognised as a
corggmpent of interest expense over the period of the agreement. Gains and losses on early termination of
i : gurepayment of the borrowing are taken tochatement of income.
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2.26

2.27

2.28

2.29

Accounting policies (continued)
Financial instruments (continued)

Currency options

Currency options are contractual agreements under which the seller (writer) grants the purchaser (holder) the
right, but not the obligation, either to buy (a call option) or sell (a put option) at a set date, a specific amount
of a foreign currency at a predetermined exchange rate. In consideration for the assumption of foreign
exchange risk, the seller receives a premium from the purchaser. The principal of option contracts is not
recognised in the balance sheets. Premiums are amortised in the statements of income on a straight-line basis
over the period of the contract. Options are accordingly not adjusted to fair value or recorded on the balance
sheet.

Disclosures related to financial instruments to which the Group is a party are provided in note 32.

Segment reporting

The segmental reporting has been prepared based on the Group’s method of internal reporting, which
disaggregates its business by service or product.

Earnings per share

Basic consolidated earnings per share is calculated by dividing the consolidated net earnings, after
considering minority interest in subsidiaries, attributable to shareholders by the weighted average number of
ordinary shares in issue during the year.

Basic Company earnings per share are calculated by dividing the Company’s earnings by the weighted
average number of ordinary shares in issue during the year.

For diluted earnings per share, the weighted average number of ordinary shares in issue is adjusted to assume
the conversion of all potential dilutive ordinary shares, which is the weighted average number of ordinary

~ shares which would be issued on the conversion of all dilutive potential ordinary shares into ordinary shares.

The assumed proceeds from the exercise of ESOP would be considered to have been received from the issue
of shares at fair value. These represent share options where the exercise price is less than the average
market price of the Company’s shares during the year ended 31 December 2004.

Dividends

Dividends are recorded in the consolidated and company financial statements in the period in which they are
declared by the Board of Directors and approved by the shareholders.

Presentation of comparative information

The comparative figures have been amended to conform with the reclassification of certain items in the
financial statements for the year ended 31 December 2004.
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Notes to the Consolidated and Company Financial Statements (continued)
For the years ended 31 December 2004 and 2003

3.1

3.2

Change in accounting policies
Changes in the accounting policy for revenue recognition of telephone directory publication

In 2004, Teleinfo Media Company Limited (“TMC"), changed its accounting policy for revenue recognition
in respect of telephone directory publication (calendar year). Revenue was previously recognised evenly
over the year of publication and is now recognised evenly over the useful life of the telephone directory.
This change was implemented in order to comply with the change in business circumstances and the
international practice of the telephone directory publication business.

The Company recorded the effects of the change in revenue recognition in TMC in 2004, but it did not
retrospectively adjust the consolidated and company financial statements since the outcome of the change
does not have a material impact on the financial statements. However, if the Company restated the financial
statements, the effects of this change on the consolidated and company financial statements would be as

follows:

As at 31 December 2003 (Baht Million)

Consolidated Company
Balance sheet
Increase (decrease) in total assets , 60.95 (73.19)
Increase in total liabilities 134.14 -
Decrease in retained earnings carried forward 73.19 73.19

Statement of income

In addition, this would result in a decrease in the net profit for the year ended 31 December 2003 in the
consolidated and company financial statements of Baht 5.42 million.

Accounting for gain (loss) on dilution from investment in subsidiaries and associates

On 30 April 2004, the Securities and Exchange Commission of Thailand (SEC) issued a memo regarding the
accounting treatment of investments in subsidiaries and associates following a letter issued by the Institute of

~ Certified Accountant and Auditor of Thailand dated 23 April 2004. This is related to the recognition in the

shareholders’ equity of the increase in the value of investments in subsidiaries or associates, whose
shareholders’ equity increased from a sale of its shares to the public at a price higher than the carrying
amount.

During the period ended 31 December 2004, the Company changed its accounting treatment for such gain on
dilution to book as an unrealised gain on dilution from investment in the shareholders’ equity in order to
comply with the memo. Previously, such gain was booked it as other income as part of the statement of
income in order to comply with the memo. The Company has retroactively applied this accounting
treatment.

The impact of this change on the consolidated and Company balance sheets as at 31 December 2003 and the
consolidated and Company statements of income is as follow:

31 December 2003 (Baht Million)
Consolidated and Company

Balance sheet

Shareholders’ equity

Increase in unrealised gain on dilution
from investment

M!ﬁfi’ 3,317.16

. . . ; o SPRPORAG i
Decrease in retained earnings carried forward S el 3,191.26
Decrease in retained earnings brought forward Sk A-‘mp%rdfcgwﬁg»""f"’w 3,317.16
Y UnaieER

Statement of income

The change also resulted in a decrease in the consolidated net profit and the Company net profit for the year
ended 31 December 2003 of Baht 125.90 million.
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For the years ended 31 December 2004 and 2003

4 Cash and cash equivalents

Cash on hand
Cash at banks
Bills of exchange and promissory notes
Total cash and cash equivalents

Consolidated Company

2004 2003 2004 2003

Baht Million Baht Million  Baht Million  Baht Million

26.61 23.30 0.02 0.01
2,491.25 2,086.14 947.15 701.30
1,045.15 1,469.80 905.00 700.00
3,563.01 3,579.24 1,852.17 1,401.31

The weighted average effective interest rate of bank deposits, bills of exchange and promissory notes was
1.21% per annum (2003: 0.79% per annum) on a consolidated basis and 1.77% per annum (2003: 1.18% per

annum) on a Company basis.

5 Current investments

. Consolidated Company

2004 2003 2004 2003

Baht Million  Baht Million  Baht Million  Baht Million

Term deposits .
Marketable securities
- available for sale

Total current investments

210.14 12.51 - -
275.20 283.75 275.20 283.75
485.34 296.26 275.20 283.75

The movements in the marketable securities - available for sale, which is investment in debenture can be

analysed as follows:

Consolidated Company

2004 2003 2004 2003

Baht Million  Baht Million  Baht Million  Baht Million

Opening balance 283.75 - 283.75 -
Additions. - 302.57 - 302.57
Amortisation of premium (0.36) (0.21) (0.36) (0.21)
Fair value changes of investment (8.19) (18.61) (8.19) (18.61)
Closing balance 275.20 283.75 275.20 283.75

Term deposits which have an original maturity date of more than three months and less than one year eamn
weighted average effective interest at the rate of 2.10% per annum (2003: 2.27% per annum) on a
consoclidated basis and 2.24% per annum on a Company basis (2003: 2.24% per annum).

As at 31 December 2004, term deposits of Baht 209.88 million (2003: Baht 12.51 million) on a consolidated
basis were pledged as collateral in respect of bank guarantees.
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6 Trade accounts and notes receivable, net

Consolidated Company
2004 2003 2004 2003
Baht Million  Baht Million Baht Million  Baht Million

Trade accounts and notes receivable

- Third parties 1,600.90 1,688.25 0.91 0.91
- Related parties (Note 30) 478.07 575.25 11.39 13.94
Accrued income
- Third parties 265.51 207.40 - -
- Related parties (Note 30) 14.32 16.54 395 5.37
Total trade accounts and notes receivable 2,358.80 2,487.44 16.25 20.22
Less allowance for doubtful accounts (427.60) (483.40) (0.91) (0.91)
Total trade accounts and notes

receivable, net 1,931.20 2,004.04 15.34 19.31

Outstanding trade accounts and notes re<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>