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1 General information 

 

 

Asia Aviation Public Company Limited (formerly Asia Aviation Company Limited) (“the Company”) is a public company and 

incorporated in Thailand.  The address of the Company’s registered office is as follows: 

 

60/1 Monririn Tower 3rd floor, B Building, Soi Sailom, Phahol-yothin Road, Samsennai, Phayathai, Bangkok 10400. 

 

The Company’s operating office is located at 99 OSC Building, Kingkaew Road, Rachatewa, Bangplee, Samutprakarn 10540 

 

The principal business operations of the Company and its joint venture are summarised below: 

 

The Company’s principal business operation is to invest in low-fare airline company which is Thai AirAsia Company Limited.  

The Company’s shareholding interest is 51%. 

 

The Joint Venture, Thai AirAsia Company Limited, principally provides low-fare airline service. 

 

The Company has registered as a public company with the Department of Business Development, Ministry of Commerce 

effective on 26 December 2010.  The Company has changed its name to Asia Aviation Public Company Limited since then. 

 

The proportionate consolidated and company financial statements were approved by the Board of Directors on 8 March 2012. 

 

 

2 Financial position 

 

As at 31 December 2011, the Company and its joint venture had total current liabilities exceeding its total current assets at 

amount of Baht 711 million (2010: Baht 1,649 million). Major balances in current liabilities were deferred revenues, which the 

Company and its joint venture will be able to provide the services as normal operations. In addition, revenues for the year have 

increased by Baht 2,074 million, and there was a net profit for the year ended 31 December 2011 amounting to Baht 1,014 

million (2010: Baht 1,005 million). The related financial information for the year then ended of the Company and its joint 

venture, revealed a significant improvement in operating results. Therefore, these proportionate consolidated financial 

statements have been prepared on a going concern basis. 

 

 

3 Accounting policies 

 

 

The principal accounting policies adopted in the preparation of these proportionate consolidated and company financial statements 

are set out below: 

 

 

3.1 Basis of preparation 

 

The proportionate 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 Financial Reporting 

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.  

 

The proportionate consolidated financial statements have been prepared in its shares of the joint venture’s individual 

income and expenses, assets and liabilities and cash flows of Thai AirAsia Company Limited which is its joint venture from 

the Company’s interest at 51% portion. (2010: 50%) (Note 11). 

 

The proportionate consolidated and company financial statements have been prepared under the historical cost convention, 

except if disclosed otherwise in the accounting policies. 

 

The preparation of proportionate consolidated and company financial statements in conformity with Thai Generally 

Accepted Accounting Principles requires the use of certain critical accounting estimates. It also requires management to 

exercise its judgment in the process of applying the Company and its joint venture’s accounting policies. The areas 

involving a higher degree of judgment or complexity, or areas where assumptions and estimates are significant to the 

financial statements are disclosed in note 5.  
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3 Accounting policies (Cont’d) 

 

 

3.1 Basis of preparation (Cont’d) 

 

The comparative figures in the statement of proportionate consolidated financial position for trade and other receivables, other 

current assets, cash at financial institutions pledged as security, trade accounts payable, accrued expenses and other 

accounts payable have been reclassified to conform with changes in presentation in the current year and to comply with 

the requirement of the Department of Business Development.  The effects of the reclassification are as follows: 

 

 Proportionate  consolidated 

 As previously Reclassification Amounts after 

 reported increase (decrease)  reclassification 

 Baht Baht Baht 
    

Statement of financial position    

   as at 31 December 2010    

Cash at financial institutions pledged    

   as security - current - 25,000,000 25,000,000 

Trade and other receivables - net 41,979,518 13,307,219 55,286,737 

Other currents assets 57,162,678 (13,307,219) 43,855,459 

Cash at financial institutions pledged    

   as security - non-current 37,487,800 (25,000,000) 12,487,800 

Trade accounts payable 135,568,113 (48,061,096) 87,507,017 

Other accounts payable 13,462,797 10,432,438 23,895,235 

Accrued expenses 146,893,539 48,061,096 194,954,635 

Other current liabilities 20,190,524 (10,432,438) 9,758,086 

 

An English version of the proportionate consolidated and company financial statements has been prepared from the statutory 

proportionate consolidated and company financial statements that are in the Thai language.  In the event of a conflict or 

a difference in interpretation between the two languages, the Thai language statutory financial statements shall prevail. 

 

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

accounting standards 

 

a) Commencing 1 January 2011, the Company and its joint venture have applied the following new accounting 

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

(collectively “the accounting standards”) that are mandatory for the financial year beginning on or after  

1 January 2011. The new accounting standards which are relevant to the Company and its joint venture are 

listed below: 

 

TAS 1 (Revised 2009) Presentation of Financial Statements  

TAS 2 (Revised 2009) Inventories 

TAS 7 (Revised 2009) Statement of Cash Flows 

TAS 8 (Revised 2009) Accounting Policies, Changes in Accounting Estimates and Errors 

TAS 10 (Revised 2009) Events after the Reporting Period 

TAS 16 (Revised 2009) Property, Plant and Equipment 

TAS 17 (Revised 2009) Leases 

TAS 18 (Revised 2009) Revenue 

TAS 19  Employee Benefits 

TAS 24 (Revised 2009) Related Party Disclosures 

TAS 27 (Revised 2009) Consolidated and Separate Financial Statements  

TAS 31 (Revised 2009) Interests in Joint Ventures  

TAS 33 (Revised 2009) Earnings per Share 

TAS 34 (Revised 2009) Interim Financial Reporting 

TAS 36 (Revised 2009) Impairment of Assets  

TAS 37 (Revised 2009) Provisions, Contingent Liabilities and Contingent Assets  

TAS 38 (Revised 2009) Intangible Assets  

TFRS 3 (Revised 2009) Business Combinations 

TSIC 31   Revenue - Barter Transactions Involving Advertising Services 
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3 Accounting policies (Cont’d) 

 

 

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

accounting standards (Cont’d) 

 

The new accounting standards which are considered to have an impact to the proportionate consolidated and 

company financial statements are described below: 

 

TAS 1 (Revised 2009), the revised standard requires entities to present the statement of financial position and the 

statement of comprehensive income. Entities can choose whether to present one statement (the statement of 

comprehensive income) or two statements (the statement of income and statement of comprehensive income). 

The Company and its joint venture choose to present one statement. Where entities restate or reclassify 

comparative information, they will be required to present a restated statement of financial position as at the 

beginning comparative period in addition to the current requirement to present statement of financial position at 

the end of the current period and comparative period. However, for the financial statements which are beginning 

on or after 1 January 2011 and are the first period apply this standard, an entity is not required to present the 

statement of financial position as at the beginning comparative period.  

 

TAS 19 deals with accounting for employee benefits.  The standard classifies employee benefits into 4 

categories: a) short-term employee benefits b) post-employment benefits (including defined contribution plan 

and defined benefit plan) c) other long-term employee benefits and d) termination benefits.  The standard 

requires the entity to measure the defined benefit plan and other long-term employee benefits by using the 

Projected Unit Credit method (PUC). An entity can choose to recognise any actuarial gain or loss for defined 

benefit plan either in other comprehensive income or profit or loss. Actuarial gain or loss for other long-term 

employee benefits shall be recognised in profit or loss.  

 

The Company and its joint venture choose to apply this standard for the first time by adjusting a total amount 

against the deficits as of 1 January 2011.  The effects of the adoption of the above standards to the financial 

statements are as follows: 

 

 Proportionate  

 consolidated Company 

 Baht Baht 
   

Statements of changes in shareholders’ equity   

Deficits as of 1 January 2011 increased 31,541,528 - 

 

TAS 27 (Revised 2009), the revised standard requires the effects of all transactions with non-controlling interests 

to be recorded in equity if there is no change in control and these transactions will no longer result in goodwill or 

gains and losses. The standard also specifies the accounting when control is lost. Any remaining interest in the 

entity is re-measured to fair value, and gain or loss is recognised in profit or loss. The company and its joint 

venture will apply the revised standard prospectively to transactions with non-controlling interests from  

1 January 2011. 

 

TFRS 3 (Revised 2009), the revised standard continues to apply the acquisition method to business 

combinations, with some significant changes. For example, all payments to purchase a business are to be 

recorded at fair value at the acquisition date, with contingent payments classified as debt and are subsequently  

re-measured through profit or loss. There is a choice on an acquisition-by-acquisition basis to measure the  

non-controlling interest in the acquiree either at fair value or at the non-controlling interest’s proportionate share 

of the acquiree’s net assets. All acquisition-related costs should be expenses. The Company and its joint venture 

will apply the revised standard prospectively to all business combination from 1 January 2011. 
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3 Accounting policies (Cont’d) 

 

 

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

accounting standards (Cont’d) 

 

b) New accounting standards and amendments to accounting standards which are currently relevant to the 

Company and its joint venture but the Company and its joint have  not yet early adopted them: 

Effective for the periods beginning on or after 1 January 2013  

TAS 12  Income taxes 

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

 

The management has assessed and determined that the new accounting standards, new financial reporting 

standards, new interpretation and amendments to accounting standards will not significantly impact the financial 

statements being presented except the new accounting standard as disclosed below: 

 

TAS 12 deals with taxes on income, comprising current tax and deferred tax. Current tax assets and liabilities 

are measured at the amount expected to be paid to or recovered from the taxation authorities, using tax rates that 

tax law have been enacted or substantively enacted by the end of the reporting period. Deferred taxes are 

measured by based on the temporary difference between the tax base of an asset or liability and its carrying 

amount in the financial statements and using the tax rates that are expected to apply to the period when the asset 

is realised or the liability is settled. The Company and its joint venture will apply this standard from 1 January 

2013 retrospectively with an expected incur of deferred tax account and an impact to retained earnings and 

income tax expense. The management is currently assessing the impact of applying this standard. 

 

 

3.3 Change in accounting policy  

 

During the year ended 31 December 2011, the Company and its joint venture changed its accounting policy in respect 

of consumables (Note 3.9). They are now recorded as inventories. Previously, the consumables purchased to replace 

those used during the year were reported as operating costs in profit and loss. Because the management considered that 

this change in accounting policy would enhance effective control over consumables, which would be increased in 

accordance with the future increment in number of aircraft, the Company and its joint venture did not make a 

retrospective adjustment. The reason for this was that the management assessed the effects on deficits and inventories as 

at the beginning of the year, and the operating costs of the prior year were immaterial. 

 

 

3.4  Retrospective adjustment 

 

During the year 2007, the Company recorded an impairment loss on investment in a joint venture amounting to Baht 

400 million because as at 31 December 2007 management considered some indicators that the investment might be 

impaired.  However, during the year 2011, the management has reassessed the information in detail by concentrating on 

future operation as at 31 December 2007 which is in compliance with Thai Accounting Standard No.36 “Impairment of 

Assets”, and found that the recoverable amount was over book value of investment. The Company had overly recorded 

an impairment loss on investment and allowance for impairment by Baht 400 million since 2007. Consequently, the 

Company restated the company financial statement for the year 2010, presented herewith for comparative purposes, to 

be in accordance with generally accepted accounting principles. 

 

 Company 

 2010 

 Baht 
  

Statement of financial position as at 31 December   

Increase in investment in a joint venture 400,000,000 

Decrease in brought forward deficits 400,000,000 
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3 Accounting policies (Cont’d)  

 

 

3.5 Investment in a joint venture 

 

The Company’s interest in jointly controlled entities is accounted for using proportionate consolidation in the 

proportionate consolidated financial statements. The Company combines its share of the joint venture’s individual income and 

expenses, assets and liabilities and cash flows on a line-by-line basis with items in the financial statements. 

 

In the Company’s separate financial statements, interest in jointly controlled entities is accounted for using the cost 

method. 

 

 

3.6 Foreign currency translation 

 

Items included in the financial statements are measured using Thai Baht.  The proportionate consolidated financial 

statements are presented in Thai Baht. 

 

Foreign currency transactions are translated into Thai Baht using the exchange rates prevailing at the date of the 

transaction.  Monetary assets and liabilities denominated in foreign currencies are translated to Thai Baht at the 

exchange rates prevailing at the statement of financial position date.  Gains and losses resulting from the settlement of 

foreign currency transactions and from the translation of monetary assets and liabilities denominated in foreign 

currencies are recognised in profit or loss. 

 

 

3.7 Cash and cash equivalents 

 

Cash and cash equivalents include cash on hand, deposits held at call with banks, other short-term highly liquid 

investments with original maturities of three months or less from the date of acquisition and are not pledged as security. 

 

 

3.8 Trade accounts receivable 

 

Trade accounts receivable are carried at the original invoice amount and subsequently measured at the remaining 

amount less any allowance for doubtful receivables based on a review of all outstanding amounts at the end of year.  

The amount of the allowance is the difference between the carrying amount of the receivable and the amount expected 

to be collectible. Bad debts are written off during the year in which they are identified and recognised in profit or loss 

within administrative expenses. 

 

 

3.9 Inventories  

 

Inventories comprise food, beverage, merchandise, and consumables. 

 

Food, beverage and merchandise are stated at the lower of cost or net realisable value.  Cost is determined by the first-in, 

first-out method.  The cost of purchase comprises both the purchase price and costs directly attributable to the acquisition of 

the inventories such as import duties and transportation charges, less all attributable discounts, allowances or rebates.   

 

Consumables used internally for aircraft repairs and maintenance are stated at the lower of cost or net realisable value. Cost 

is determined on the weighted average basis, and comprises the purchase price and incidentals incurred in bringing the 

inventories to their present location and condition. 

 

Net realisable value is the estimate of the selling price in the ordinary course of business, less estimated cost necessary to 

make the sale.  Allowance is made, where necessary, for obsolete, slow moving or defective inventories. 
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3 Accounting policies (Cont’d)  

 

 

3.10 General investment 

 

The Company and its joint venture’s general investment is non-marketable equity security.  The classification depends on the 

purpose for which the investment was acquired.  Management determines the appropriate classification of its investment at 

the time of the purchase and re-evaluates such designation on a regular basis.   

 

General investment is carried at cost less impairment. 

 

A test for impairment is carried out when there is a factor indicating that an investment might be impaired.  If the carrying 

value of the investment is higher than its recoverable amount, impairment loss is charged to profit or loss. 

 

On disposal of an investment, the difference between the net disposal proceeds and the carrying amount is charged or 

credited to profit or loss. When disposing of part of the Company and its joint venture’s holding of particular investment in 

debt or equity securities, the carrying amount of the disposed part is determined by the weighted average carrying amount 

of the total holding of the investment. 

 

 

3.11 Leasehold improvements and equipment 

 

Leasehold improvements and equipment are stated at cost less accumulated depreciation. Historical cost includes 

expenditure that is directly attributable to the acquisition of the items. 

 

Subsequent costs are included in the asset’s carrying amount or recognised as a separate asset, as appropriate, only when it 

is probable that future economic benefits associated with the item will flow to the Company and its joint venture and the 

cost of the item can be measured reliably. The carrying amount of the replaced part is derecognised. All other repairs and 

maintenance are charged to profit or loss during the financial period in which they are incurred. 

 

Depreciation is calculated on the straight-line basis to write-off the cost of each asset, to its residual value over the 

estimated useful life as follows: 

 

Leasehold improvements 5 years 

Computers 5 years 

Furniture, fixtures and office equipment 5 years 

Operating equipment 5 years 

Motor vehicles 5 years 

Aircraft spare parts  4 - 10 years  

 

The assets’ residual values and useful lives are reviewed, and adjusted if appropriate, at the end of each reporting period.  

 

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

to its recoverable amount. 

 

Gains or losses on disposals are determined by comparing the proceeds with the carrying amount and are recognised in 

profit or loss.  
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3 Accounting policies (Cont’d)  

 

 

3.12 Intangible assets 

 

 

3.12.1 Computer software 

 

Acquired computer software licenses are capitalised on the basis of the costs incurred to acquire and bring to 

use the specific software.  These costs are amortised over their estimated useful lives of 5 years on the straight-

line basis. 

 

 

3.12.2 Goodwill  

 

Goodwill represents the excess of the cost of an acquisition over the fair value of the Company’s share of the net 

identifiable assets of the acquired joint venture undertaking at the date of acquisition. Goodwill on acquisition 

of joint venture is reported in the proportionate consolidated statement of financial position as goodwill and is 

reported in the company statement of financial position as part of the investment in a joint venture. Goodwill is 

allocated to cash-generating units for the purpose of impairment testing. The allocation is made to those cash 

generating units or group of cash generating units that are expected to benefit from the business combination in 

which the goodwill arose. 

 

Goodwill is tested for impairment as part of the overall investment in a joint venture balance. 

 

Goodwill is tested annually for impairment and carried at cost less accumulated impairment losses. Impairment 

losses on goodwill are not reversed. Gains and losses on the disposal of an entity include the carrying amount of 

goodwill relating to the entity sold. 

 

 

3.13 Leases - where the Company and its joint venture are the lessees 

 

Leases of assets which substantially transfer all the risks and rewards of ownership are classified as finance leases.  

Finance leases are capitalised at the inception of the lease at the lower of the fair value of the leased assets or the 

present value of the minimum lease payments.  Each lease payment is allocated to the principal and to the finance 

charges so as to achieve a constant rate on the finance balance outstanding.  The outstanding rental obligations, net of 

finance charges, are included in finance lease liabilities.  The interest element of the finance cost is charged to profit or 

loss over the lease period.  The assets acquired under finance lease is depreciated over the useful life of the asset. 

 

Leases not transferring a significant portion of the risks and rewards of ownership to the lessee are classified as 

operating leases. Payments made under operating leases (net of any incentives received from the lessor) are charged to 

profit or loss 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. 

 

 

3.14 Borrowings 

 

Borrowings are recognised initially at the proceeds received, net of transaction costs incurred. Borrowings are 

subsequently stated at amortised cost as the redemption value. Borrowings are classified as current liabilities unless the 

Company and its joint venture have an unconditional right to defer settlement of the liability for at least 12 months after 

the statement of financial position date. 
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3 Accounting policies (Cont’d)  

 

 

3.15 Employee benefits 

 

 

3.15.1  Provident fund 

 

The Company and its joint venture operate a provident fund that is a defined contribution plan.  The fund assets 

are held in a separate trust fund and are managed by an external fund manager.  The provident fund is funded by 

payments from employees and by the Company and its joint venture. The Company and its joint venture have no 

legal or constructive obligations to pay further contributions if the fund does not hold sufficient assets to pay all 

employees the benefits relating to employee service in the current and prior periods. The Company and its joint 

venture’s contributions to the provident fund are charged to profit or loss in the year to which they relate. 

 

 

3.15.2  Retirement benefits 

 

The retirement benefit is a defined benefit plan that an employee will receive on retirement according to Thai Labour 

Law depending on age and years of service. 

 

The liability of retirement benefit is recognised in the statement of financial position using the present value of the 

obligation at the statement of financial position date, together with adjustments for unrecognised actuarial gains or 

losses and past service costs. The retirement benefit is calculated annually by an independent actuary using the projected 

unit credit method. The present value of the benefit obligation is determined by discounting the estimated future cash 

outflows using interest rates of referred government bonds that are denominated in the currency in which the benefits 

will be paid and that have terms to maturity approximating to the terms of the related retirement liabilities. Actuarial 

gains and losses arising from experience adjustments and changes in actuarial assumptions are charged or credited to 

equity in other comprehensive income in the period in which they arise. 

 

 

3.16 Provisions 

 

Provisions, which exclude the provision relating to employee benefits, are recognised when the Company and its joint venture 

have a present legal or constructive obligation as a result of past events, it is probable that an outflow of resources will be 

required to settle the obligation, and a reliable estimate of the amount can be made.  Where the Company and its joint 

venture expect a provision to be reimbursed, the reimbursement is recognised as a separate assets but only when the 

reimbursement is virtually certain. 

 

 

3.17 Revenue recognition 

 

Passenger revenue and other related services such as baggage handling fee, assigned seat revenue and cancellation and 

documentation revenue are recognised upon the rendering of services.  The value of seats sold for which services have 

not been rendered is included in deferred revenues. 

 

Revenue from sales comprises receivable for the sale of goods net of output tax, rebates and discounts. Revenue from 

sales of goods is recognised when significant risks and rewards of ownership of the goods are transferred to the buyer. 

 

Interest income is recognised on a time proportion basis, taking account of the principal outstanding and the effective 

rate over the period to maturity, when it is determined that such income will accrue to the Company and its joint 

venture. 

 

Other income is recognised on an accrual basis. 
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4 Financial risk management  

 

 

4.1 Financial risk factors 

 

The Company and its joint venture’s activities expose them to a variety of financial risks, including the effects of 

changes in fuel price and foreign currency exchange rates. The Company and its joint venture’s overall risk 

management programme focuses on the votality of financial markets and seeks to minimise potential adverse effects on 

the financial performance. The Company and its joint venture do not have policies to use derivative financial 

instruments for trading or speculative purpose. 

 

Fuel price risk 

 

The Company and its joint venture are exposed to the fluctuation of fuel price. To manage the risk of fuel price 

fluctuation, AirAsia Berhad, a related party, is carried out the risk management on behalf of the Company and its joint 

venture (Note 4.2). 

 

Foreign exchange risk 

 

Foreign currency assets mainly represent deposits at banks, other deposits and amounts due from related parties. 

Foreign currency liabilities mainly represent trade accounts payable and amount due to related parties. 

 

The Company and its joint venture are exposed to foreign exchange risk arising from currency exposures mainly in 

respect of US Dollars.  The Company and its joint venture have a natural hedge to the extent that payments for foreign 

currency payables are matched against receivables denominated in the same foreign currency.  However, the Company 

and its joint venture do not use any derivative financial instruments to hedge foreign currency exposure. 

 

Interest rate risk 

 

The Company and its joint venture’s interest rate risk arises from short-term borrowings, long-term borrowing and 

amounts due to related parties.  Borrowings issued at variable rates and amounts due to related parties issued at fixed 

rate. Management considers that interest rate risk is not significant. However, all interest rate derivative transactions, 

which may be incurred, are subject to approval by the Board of Directors before execution. 

 

Credit risk 

 

Most of the Company and its joint venture’s income, being passenger revenue, is normally paid by clients in advance.  

The credit risk incurred from amounts due from related parties and short-term loan to a director is low. Management is 

therefore of the opinion that credit risk is not significant.  The Company and its joint venture have not entered into any 

derivative contracts relating to credit risk.  Cash transactions are limited to high credit quality financial institutions. 

 

Liquidity risk 

 

Prudent liquidity risk management implies maintaining sufficient cash and marketable securities, the availability of 

funding through an adequate amount of credit facilities and the ability to close out market positions. Due to the 

dynamic nature of the underlying business, the Company and its joint venture Treasury aims at maintaining flexibility in 

funding by keeping credit lines available. 

 

 

4.2 Accounting for derivative financial instruments and hedging activities 

 

Derivative financial instruments, which the Company and its joint venture used to manage risk, comprise fuel price 

swap agreements. 

 

Fuel price swap agreements 

 

AirAsia Berhad, a related party, has entered into fuel price swap agreements with third parties which protect the 

Company and its joint venture from the risk of movements in fuel price.  The Company and its joint venture have entered 

into the agreement with AirAsia Berhad under the term of the agreement that gains or losses on fuel price swap 

agreements are allocated to the Company and its joint venture based on proportion of fuel consumption on a monthly 

basis. The Company and its joint venture recorded these transactions in profit or loss as a component of operating costs 

when they incur. 
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4 Financial risk management (Cont’d) 
 

 

4.3 Fair value estimation 
 

Fair values of financial assets and liabilities are approximate their carrying amounts because their periods of maturities 

are short, therefore, there are no significant risk that would impact the Company and its joint venture’s future cash flows. 
 

Fuel price swap agreements 

 

The net fair value of fuel price swap agreements at the statement of financial position date is as follows: 
 

 Proportionate consolidated Company 

 2011 2010 2011 2010 

 US Dollars US Dollars US Dollars US Dollars 
     

Favourable fuel price swap agreements 821,892 - - - 

 

There was no outstanding fuel price swap agreement as at 31 December 2010. 
 

 

5 Critical accounting estimates, assumptions, and judgements 
 

 

Estimates, assumptions, and judgements are continually evaluated and are based on historical experience and other factors, 

including expectations of future events that are believed to be reasonable under the circumstances. 
 

 

Aircraft maintenance under operating leases 

 

The joint venture have a commitment to maintain aircrafts under operating lease agreements, a provision is made throughout 

the lease term for the rectification obligations contained within the lease agreements.  The provision is based on estimated 

future repair and maintenance costs of major airframe, certain engine maintenance checks and estimated one-off costs incurred 

at the end of the lease by charging to profit or loss according to the number of flying hours in each year. 
 

 

6 Capital risk management 
 

 

The Company’s objectives when managing capital are to safeguard the Company’s ability to continue as a going concern in 

order to provide returns for shareholders and benefits for other stakeholders and to maintain an optimal capital structure to 

reduce the cost of capital. 
 

In order to maintain or adjust the capital structure, the Company may adjust the amount of dividends paid to shareholders, 

return capital to shareholders, issue new shares or sell assets to reduce debt. 
 

 

7 Segment information 
 

 

The Company and its joint venture do not disclose the segment information because there is no significant business segment 

other than the provision of air transportation services. 
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8 Cash and cash equivalents 

 Proportionate consolidated Company 

 2011 2010 2011 2010 

 Baht Baht Baht Baht 
     

Cash on hand 3,248,952 10,171,366 - - 

Deposits held at call with banks 585,811,055 250,211,584 977,900 6,472,054 

Short-term bank deposits 3,365,999 - - - 

Bill of exchange with maturity of     

   three months or less 101,999,965 - - - 
     

Total cash and cash equivalents 694,425,971 260,382,950 977,900 6,472,054 

 

The interest rate of deposits held at call with banks was 1.40% per annum (2010: 0.50% per annum). 

 

As at 31 December 2011, interest rate of short-term bank deposits and bill of exchange with maturity of three months or less 

were 14.00% and 3.00% per annum, respectively (2010: nil). 

 

 

9 Short-term investment 

 

 

Movements in short-term investment are summarised as follows: 

 

 Proportionate consolidated Company 

 2011 2010 2011 2010 

 Baht Baht Baht Baht 

     

Opening net book amount 4,489,237 4,434,209 - - 

Effect on additional proportion  

of investment in a joint venture 
90,127 - - - 

Interest received 71,977 55,028 - - 
     

Closing net book amount 4,651,341 4,489,237 - - 

 

The summary of short-term investment is as follows: 

 

 Proportionate consolidated Company 

 2011 2010 2011 2010 

 Baht Baht Baht Baht 
     

Fixed deposits with maturity of     

   over than three months     

   but within twelve months 4,651,341 4,489,237 - - 
     

Total short-term investment 4,651,341 4,489,237 - - 

 

The average interest rate of fixed deposits with maturity of over three months but within twelve months was 1.57% per annum 

(2010: 1.23% per annum). 
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10 Trade and other receivables, net  

 

 Proportionate consolidated Company 

 2011 2010 2011 2010 

 Baht Baht Baht Baht 
     

Trade accounts receivable 79,456,542 40,603,844 - - 

Less  Allowance for doubtful accounts - (1,434,189) - - 
     

Trade accounts receivable, net 79,456,542 39,169,655 - - 

Accrued revenues 16,596,705 2,809,863 - - 

Other accounts receivable 1,782,669 13,307,219 - - 
     

Total trade and other receivables, net 97,835,916 55,286,737 - - 

 

Outstanding trade accounts receivable can be analysed by age as follows: 

 

 Proportionate consolidated Company 

 2011 2010 2011 2010 

 Baht Baht Baht Baht 
     

Up to 3 months 71,932,116 36,900,006 - - 

3-6 months 3,805,546 568,199 - - 

6-12 months 2,553,899 553,948 - - 

Over 12 months 1,164,981 2,581,691 - - 
     

 79,456,542 40,603,844 - - 

Less  Allowance for doubtful accounts - (1,434,189) - - 
     

 79,456,542 39,169,655 - - 

 

 

11 Investment in a joint venture 

 

 

Details of jointly controlled company are as follows: 

 
   Company 

   2011 2010 

        Restated 

  Par value 

Baht 

Total  

number of 

% of  

shareholding 

Cost  

method 

Total 

Number of  

% of  

shareholding 

Cost 

method 

 Business per share shares Percent Baht shares Percent Baht 

         

Thai AirAsia  

   Company Limited   

providing a 

   low-fare 

   

 

  

 

    airline        

    service 10 20,399,993 51.00 403,999,930 20,000,000 50.00 400,000,000 

 

Thai AirAsia Company Limited is jointly controlled by the Company and AirAsia Investment Ltd. (formerly AA International 

Ltd.), incorporated in Malaysia, which own 51% and 49% of the joint venture’s shares, respectively.  Investment in Thai 
AirAsia Company Limited is thus considered as investment in a joint venture. 

 

The movements of investment in a joint venture during the year are as follows: 

 Company 

 2011 2010 

  Restated 

 Baht Baht 
   

Opening balance 400,000,000 400,000,000 

Additional investment in a joint venture 3,999,930 - 
   

Ending balance 403,999,930 400,000,000 
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11 Investment in a joint venture (Cont’d) 

 

 

On 8 November 2011, the Company entered into the Agreement for Sale and Purchase Shares in Thai AirAsia Company Limited 

with a director of Thai AirAsia Company Limited to purchase 399,993 shares additionally at a par value of Baht 10 constituting 1% 

of total issued and paid-up share capital of its joint venture, Thai AirAsia Company Limited. The total purchase value was Baht 

3,999,930.  Therefore, the Company’s interest in Thai AirAsia Company Limited increased from 50% to 51% from that date. 

However, the additional investment did not result in control according to the shareholders’ agreement. 

 

Details of net assets acquired and effect of the additional proportion of investment in a joint venture are as follows: 

 

 As at  

8 November 2011(a) 

 Baht 

  

Purchase consideration 3,999,930 

Net assets (liabilities) acquired (11,526,938) 
  

Effect on additional proportion of investment in a joint venture 15,526,868 
  

Cash paid for the additional proportion of investment in a joint venture 3,999,930 

Less: Proportionate cash and cash equivalents of  a joint venture (12,802,797) 
  

Cash inflows on the additional proportion of investment in a joint venture (8,802,867) 

 

Net assets at 100% interest of assets and liabilities in Thai AirAsia Company Limited are as follows: 

 

 As at  

8 November 2011(a) 

 Baht 
  

Cash and cash equivalents 1,280,302,080 

Short-term investment 9,012,844 

Trade accounts receivable and amounts due from related parties 451,513,613 

Inventories and other current assets 1,006,392,758 

Cash at financial institutions pledged as security 72,000,035 

General Investment 6,929,500 

Leasehold improvements and equipment, net 281,220,782 

Intangible assets and other non-current assets 555,102,117 

Trade accounts payable and amount due to related party (568,717,581) 

Accrued expenses and other current liabilities (447,020,475) 

Long-term borrowing from a financial institution (739,663,251) 

Finance lease liabilities (15,084,652) 

Employee benefit obligations (77,161,203) 
  

Identifiable net assets (liabilities) acquired (1,152,714,133) 

  

Interest acquired 1.00% 

Proportionate identifiable of net assets (liabilities) acquired (11,526,938) 

 
(a) The carrying amount of asset and liabilities was based on 30 September 2011(reviewed), which was the nearest accounting 

period date, to the acquisition date (8 November 2011) which the financial information was available. 

 

Investment in a joint venture as at 31 December 2011 and 2010 includes goodwill of Baht 286,184,317 (Note 15). 
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11 Investment in a joint venture (Cont’d) 

 

 

The following amounts represent assets and liabilities, and revenues and results of the joint venture. The Company’s share of 

the following are included in the statements of financial position and the statements of comprehensive income: 

 

 2011 2010 

 Baht Baht 
   

Non-current assets 953,495,582 808,454,277 

Current assets 2,836,350,864 4,058,324,477 
   

Total assets 3,789,846,446 4,866,778,754 
   

Non-current liabilities 105,170,074 1,378,526 

Current liabilities 4,230,651,645 7,368,351,104 
   

Total liabilities 4,335,821,719 7,369,729,630 
   

Net assets (545,975,273) (2,502,950,876) 
   

Revenues 16,157,597,567 12,098,726,066 

   

Profit before income tax 2,020,058,659 2,011,036,040 

Income tax - - 
   

Profit for the year 2,020,058,659 2,011,036,040 

 

 

12 General investment 

 

 Proportionate consolidated Company 

 2011 2010 2011 2010 

 Baht Baht Baht Baht 
     

Opening net book amount 3,743,550 4,108,850 - - 

Effect on additional proportion of investment in  

    a joint venture 
69,294 

- - - 

Decrease in investment (278,800) (365,300) - - 
     

Closing net book amount 3,534,044 3,743,550 - - 

 

General investment is the investment in ordinary shares of Aeronautical Radio of Thailand Limited. 
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13 Leasehold improvements and equipment, net 

 Proportionate consolidated 

   Furniture,      

   fixtures &      

 Leasehold  office  Operating Motor Aircraft Assets under  

 improvements Computers equipment equipment vehicles spare parts installation Total 

 Baht Baht Baht Baht Baht Baht Baht Baht 
         

         

At  1 January 2010         

Cost  13,561,755 27,669,386 8,531,032 37,455,175 30,188,608 208,145,278 812,075 326,363,309 

Less  Accumulated depreciation (7,759,395) (19,078,440) (6,415,689) (22,887,189) (12,965,800) (113,259,507) - (182,366,020) 
         

Net book amount 5,802,360 8,590,946 2,115,343 14,567,986 17,222,808 94,885,771 812,075 143,997,289 
         

For the year ended         

   31 December 2010         

Opening net book amount 5,802,360 8,590,946 2,115,343 14,567,986 17,222,808 94,885,771 812,075 143,997,289 

Additions 1,028,089 3,373,694 1,424,148 2,460,929 8,455,238 34,315,971 2,125,659 53,183,728 

Disposals, net - - - - (474,761) - - (474,761) 

Write-offs, net - (159) (61) (1) - - - (221) 

Transfers 1,609,138 - - - - - (1,609,138) - 

Depreciation charge  (2,511,772) (3,578,508) (1,059,187) (6,303,429) (6,462,911) (39,462,517) - (59,378,324) 
         

Closing net book amount 5,927,815 8,385,973 2,480,243 10,725,485 18,740,374 89,739,225 1,328,596 137,327,711 
         

At 31 December 2010         

Cost  16,198,982 30,146,886 9,951,555 39,801,104 36,220,663 242,461,249 1,328,596 376,109,035 

Less  Accumulated depreciation (10,271,167) (21,760,913) (7,471,312) (29,075,619) (17,480,289) (152,722,024) - (238,781,324) 
         

Net book amount 5,927,815 8,385,973 2,480,243 10,725,485 18,740,374 89,739,225 1,328,596 137,327,711 

         



Asia Aviation Public Company Limited 

(Formerly Asia Aviation Company Limited) 

Notes to the Proportionate Consolidated and Company Financial Statements 

For the years ended 31 December 2011 and 2010 

 

 

25 

13 Leasehold improvements and equipment, net (Cont’d) 

 Proportionate consolidated 

   Furniture,      

   fixtures &      

 Leasehold  office  Operating Motor Aircraft Assets under  

 improvements Computers equipment equipment vehicles spare parts installation Total 

 Baht Baht Baht Baht Baht Baht Baht Baht 
         

For the year ended         

   31 December 2011         

Opening net book amount 5,927,815 8,385,973 2,480,243 10,725,485 18,740,374 89,739,225 1,328,596 137,327,711 

Effect on additional proportion of         

              investment in a joint venture 99,292 160,339 37,827 210,398 438,601 1,855,910 9,796 2,812,163 

Additions 452,777 4,731,025 248,288 1,304,385 8,775,625 29,217,808 5,481,206 50,211,114 

Disposals, net (202,921) (24,028) (11,536) (3) (1,585,319) 3,409 - (1,820,398) 

Write-offs, net - - - - - (303,088) (201,680) (504,768) 

Transfers 952,422 - 309,948 2,933,552 - - (4,195,922) - 

Depreciation charge  (2,471,462) (3,423,369) (1,019,980) (5,221,501) (7,195,308) (14,196,037) - (33,527,657) 
         

Closing net book amount 4,757,923 9,829,940 2,044,790 9,952,316 19,173,973 106,317,227 2,421,996 154,498,165 

         

At 31 December 2011         

Cost  17,125,648 34,160,575 10,623,370 44,752,425 40,714,208 274,893,829 2,421,996 424,692,051 

Less  Accumulated depreciation (12,367,725) (24,330,635) (8,578,580) (34,800,109) (21,540,235) (168,576,602) - (270,193,886) 
         

Net book amount 4,757,923 9,829,940 2,044,790 9,952,316 19,173,973 106,317,227 2,421,996 154,498,165 

 

The leased assets included above, where the Company and its joint venture are lessees under finance lease agreements, comprise motor vehicles, total proportionate cost of which is Baht 

8.60 million and total proportionate accumulated depreciation of Baht 1.10 million (2010: total proportionate cost of Baht 3.78 million and total proportionate accumulated depreciation 

of Baht 2.63 million). 

 

As at 31 December 2011, the gross carrying amount of fully depreciated leasehold improvements and equipment that are still in use totalling proportionate gross amount of Baht 50.44 

million (2010: total proportionate gross amount of Baht 43.49 million). 
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13 Leasehold improvements and equipment, net (Cont’d) 

 

 Company 

 Office 

 equipment 

 Baht 
  

At 1 January 2010  

Cost 40,687 

Less  Accumulated depreciation (26,749) 
  

Net book amount 13,938 

  

For the year ended 31 December 2010  

Opening net book amount 13,938 

Depreciation charge  (8,138) 
  

Closing net book amount 5,800 

  

At 31 December 2010  

Cost 40,687 

Less  Accumulated depreciation (34,887) 
  

Net book amount 5,800 

  

For the year ended 31 December 2011  

Opening net book amount 5,800 

Depreciation charge  (3,794) 
  

Closing net book amount 2,006 

  

At 31 December 2011  

Cost 40,687 

Less  Accumulated depreciation (38,681) 
  

Net book amount 2,006 
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14 Intangible assets, net 

 

 Proportionate consolidated 

  Computer  

  software   

 Computer under  

 software installation Total 

 Baht Baht Baht 
    

At 1 January 2010    

Cost 10,840,931 1,773,190 12,614,121 

Less  Accumulated amortisation (7,168,567) - (7,168,567) 

    

Net book amount 3,672,364 1,773,190 5,445,554 

    

For the year ended 31 December 2010    

Opening net book amount 3,672,364 1,773,190 5,445,554 

Additions 4,958,267 2,383,377 7,341,644 

Transfers 1,432,324 (1,432,324) - 

Amortisation charge  (2,223,776) - (2,223,776) 

    

Closing net book amount 7,839,179 2,724,243 10,563,422 

    

At 31 December 2010    

Cost 17,231,522 2,724,243 19,955,765 

Less  Accumulated amortisation (9,392,343) - (9,392,343) 

    

Net book amount 7,839,179 2,724,243 10,563,422 

    

For the year ended 31 December 2011    

Opening net book amount 7,839,179 2,724,243 10,563,422 

Effect on additional proportion of investment  

in a joint venture 126,191 55,404 181,595 

Additions 91,864 1,104,941 1,196,805 

Write-offs and adjustments,  net (619) (2,206,154) (2,206,773) 

Transfers 287,805 (287,805) - 

Amortisation charge  (2,460,984) - (2,460,984)  
    

Closing net book amount 5,883,436 1,390,629 7,274,065 

    

At 31 December 2011    

Cost 15,769,674 1,390,629 17,160,303 

Less  Accumulated amortisation (9,886,238)  - (9,886,238) 

    

Net book amount 5,883,436 1,390,629 7,274,065 
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14 Intangible assets, net (Cont’d) 

 

 Company 

 Computer 

 software 

 Baht 
  

At  1 January 2010  

Cost 6,420 

Less  Accumulated amortisation (3,124) 
  

Net book amount 3,296 

  

For the year ended 31 December 2010  

Opening net book amount 3,296 

Amortisation charge  (1,284) 
  

Closing net book amount 2,012 

  

At 31 December 2010  

Cost 6,420 

Less  Accumulated amortisation (4,408) 
  

Net book amount 2,012 

  

For the year ended 31 December 2011  

Opening net book amount 2,012 

Amortisation charge (960) 
  

Closing net book amount 1,052 

  

At 31 December 2011  

Cost 6,420 

Less  Accumulated amortisation (5,368) 
  

Net book amount 1,052 
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15 Goodwill 

 

 

No impairment loss was required for the carrying amount of goodwill as assessed at 31 December 2011 by management 

as the recoverable amount was in excess of the carrying amount. 

 

The recoverable amount of a cash-generating unit (CGU) contained goodwill is determined based on fair value less cost 

to sell calculation.  The calculation uses pre-tax cash flow projection based on financial budget approved by management 

covering a five-year period. Cash flows beyond the five-year period is extrapolated using estimated growth rates, the cash 

flow projections are based on long-term business plans with a corresponding increase in capital expenditure to support 

the growth rate. These cash flows are then aggregated with a terminal value. The growth rate does not exceed the long-

term average growth rate for the business in which the CGU operates. 

 

The key assumptions used for fair value less cost to sell calculation are as follows: 

 

Growth rate1 3.00% 

Discount rate2 6.75% 

 
1  Weighted average growth rate used to extrapolate cash flow beyond the budget period. 

 
2  Pre-tax discount rate, determined from the Company incremental borrowing rate, is applied to the cash flow projection. 

 

 

16 Other non-current assets 

 

  Proportionate consolidated Company 

  2011 2010 2011 2010 

 Note Baht Baht Baht Baht 
      

Aircraft rental deposits 24.8 253,912,027 205,285,063 - - 

Fuel price swap deposits 24.8 8,045,374 8,412,400 - - 

Rental deposits  9,276,291 9,100,722 - - 

Other deposits  21,185,682 17,314,282 - - 
      

Total other non-current assets  292,419,374 240,112,467 - - 

 

 

17 Short-term borrowings from a financial institution 
 

 Proportionate consolidated Company 

 2011 2010 2011 2010 

 Baht Baht Baht Baht 
     

Promissory notes - 100,000,000 - - 
     

Total short-term borrowings     

   from a financial institution - 100,000,000 - - 

 

Short-term borrowings from a financial institution were four-month promissory notes with a local commercial bank 

which were due for repayment in 2011 and had interest rate at MLR (approximately 6.56% per annum).  The Company 

and its joint venture used their fixed deposit account amounting to Baht 25 million (proportionated) as the collateral for 

these promissory notes.  During the year ended 31 December 2011, the Company and its joint venture had already repaid 

these borrowings. 
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18 Long-term borrowing from a financial institution 

 

 

Maturity of long-term borrowing from a financial institution is as follows: 

 

 Proportionate consolidated Company 

 2011 2010 2011 2010 

 Baht Baht Baht Baht 
     

Within 1 year 247,859,915 - - - 

Over 1 year but less than 5 years 6,713,256 - - - 
     

 254,573,171 - - - 

 

Movements in long-term borrowing from a financial institution are summarised as follows: 

 

 Proportionate  

 consolidated Company 

 Baht Baht 

   

Opening net book value - - 

Effect on additional proportion of investment in a joint venture 7,396,503 - 

Addition during the year 480,581,626 - 

Loan repayments (233,404,958) - 
   

Closing net book value 254,573,171 - 

 

On 25 April 2011, the joint venture entered into a borrowing agreement with a local commercial bank with respect to the 

credit facility of Baht 495 million (proportionate) in order to repay debts to related parties.  This borrowing bears an 

interest at the rate of MLR - 1% per annum (approximately 6.65% per annum), with a repayment term within 2 years. 

 

This borrowing is secured by a fixed deposit account amounting to Baht 25 million (proportionate).  In addition, the 

Company and its joint venture have to maintain deposits at bank not less than amount of Baht 255 million (proportionate) 

over the borrowing periods. 

 

 

19 Employee benefit obligations 

 

 

Movements in the retirement benefit obligations over the year are as follows: 

 

  Proportionate  

  consolidated Company 

  2011 2011 

 Note Baht Baht 
    

Opening book amount as at 1 January 2011  - - 

Adjustment to deficits brought forward as at 1 January 2011 3.2 31,541,528 - 

Effect on additional proportion of investment in a joint venture  771,599 - 

Current service costs  8,556,614 - 

Interest costs  1,333,912 - 

Actuarial (gain) loss  - - 

Benefit paid  - - 
    

Closing book amount as at 31 December 2011  42,203,653 - 
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19 Employee benefit obligation (Cont’d) 

 

 

The amounts recognised in profit or loss are as follows: 
 

 Proportionate  

 consolidated Company 

 2011 2011 

 Baht Baht 
   

Current service costs 8,556,614 - 

Interest costs 1,333,912 - 
   

Total, included in staff costs 9,890,526 - 

 

 

The principal actuarial assumptions used are as follows: 

 

  Proportionate  

  consolidated Company 
    

Discount rate % per annum 4.16  - 

Future salary increase rate % per annum 5.34 - 7.00  - 

Resignation rate % per annum 0.00 - 11.00 - 

 

 

20 Share capital 

 

  Number of   

  authorised   

  ordinary Issued and paid-up Ordinary 

 Par value shares ordinary shares Shares 

 Baht Shares Shares Baht 
     

At 1 January 2010 10.00 41,000,000 41,000,000 410,000,000 

Issue of shares - - - - 
     

At 31 December 2010 pre-split 10.00 41,000,000 41,000,000 410,000,000 

     

At 26 December 2011 post-split 0.10 4,100,000,000 4,100,000,000 410,000,000 

Additional shares registered 0.10 750,000,000 - - 
     

At 31 December 2011 0.10 4,850,000,000 4,100,000,000 410,000,000 

 

At the Extraordinary Shareholders’ Meeting held on 26 December 2011, there were matters approved by the shareholders 

as follows: 

 

 An alteration of par value from Baht 10 per share to Baht 0.10 per share. Therefore, the number of the 

Company’s shares increased from 41 million shares to 4,100 million shares. The Company registered the 

alteration of par value with the Ministry of Commerce on 26 December 2011. 

 

 An increase in the authorised share capital of the Company from 4,100 million shares to 4,850 million 

shares by issuing additional ordinary shares of 750 million shares with a par value of Baht 0.10 each. The 

Company registered the increase in the additional shares with the Ministry of Commerce on 26 December 

2011. 

 

 The allocation of new additional ordinary shares of no greater than 750 million shares with a par value of 

Baht 0.10 per share for the Initial Public Offering. 
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21 Revenues 
 

 

Revenues from sales and services are as follows: 
 

 Proportionate consolidated Company 

 2011 2010 2011 2010 

 Baht Baht Baht Baht 
     

Passenger revenues 6,630,354,597 5,130,154,251 - - 

Baggage handling and other service fees 1,332,005,113 769,468,940 - - 

In-flight revenues 80,275,240 67,635,474 - - 

Freight revenues 80,549,584 82,104,368 - - 
     

Total revenues 8,123,184,534 6,049,363,033 - - 

 

 

22 Expense by nature 
 

 

The following expenditure items, classified by nature, have been charged in arriving at the operating profit (loss): 
 

  Proportionate consolidated Company 

  2011 2010 2011 2010 

 Notes Baht Baht Baht Baht 
      

Depreciation and amortisation 13,14 35,988,641 61,602,100 4,754 9,422 

Staff costs  720,936,869 561,691,372 437,636 475,720 

Fuel costs  3,220,341,012 1,986,982,945 - - 

Aircraft rental 24.2 1,371,072,992 1,100,295,587 - - 

Repair and maintenance  553,552,554 482,440,936 - - 

Ramp and airport operatings costs  686,780,497 581,190,754 - - 

Estimated costs of aircraft redelivery      

   before maturities (Adjusted to actual) 24.2 - (57,138,257) - - 

 

 

23 Earnings (loss) per share 
 

 

Basic earnings (loss) per share is calculated by dividing the net profit (loss) attributable to shareholders by the weighted 

average number of paid-up ordinary shares outstanding during the year. 
 

 Proportionate consolidated Company 

 2011 2010 2011 2010 
     

Net profit (loss) attributable to      

    shareholders (Baht) 1,014,121,991 1,004,942,378 (1,974,621) (575,641) 

     

Weighted average number of     

   paid-up ordinary shares     

   outstanding (Shares) 4,100,000,000 4,100,000,000 4,100,000,000 4,100,000,000 
     

Basic earnings (loss) per share     

   (Baht) after share split  0.25 0.25 (0.00) (0.00) 

 

The above calculations already have been reflected the share spilt as mentioned in note 20. 

 

The Company does not have diluted ordinary shares as at 31 December 2011 and 2010. 
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24 Related party transactions 

 

 

Enterprises and individuals that directly, or indirectly through one or more intermediaries, control, or are controlled by, 

or are under common control with, the Company, including holding companies, subsidiaries and fellow subsidiaries are 

related parties of the Company. Associates and individuals owning, directly or indirectly, an interest in the voting power 

of the Company that gives them significant influence over the enterprise, key management personnel, including directors 

and officers of the Company and close members of the family of these individuals and companies associated with these 

individuals also constitute related parties. 

 

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

merely the legal form.   

 

The major shareholder of the Company is Mr. Tassapon Bijleveld, which own 55% of the Company’s share capital. 

 

Related party transactions were carried out on conditions as follows: 

 

 Pricing policies 

  

- Interest income At a mutual agreed rate and equivalent to interest expenses rate paid 

to other related parties. 

- Share of loss (gain) on fuel price swap agreements Based on fuel consumption ratio. 

- Chargeable staff costs for shared accounting services Actual staff costs allocated by number of aircrafts. 

- Aircraft rental For aircrafts owned by AirAsia Berhad, rental charge is based 

on AirAsia Berhad's cost of capital. For sub-leased aircrafts, 

rental charge is based on master agreement that AirAsia 

Group has leased from a third party adjust with some 

assumptions to reflect The joint venture’s credit risk profile. 

- Aircraft repair and maintenance Based on the average of the contractual amount between AirAsia 

Berhad and the vendor, adjusted for annual escalation and 

stepped incremental rates under the master agreement. 

- Purchase of merchandises and equipment At the purchase price. 

- Management fee expenses At agreement price with AirAsia Berhad.  

- Booking fee expenses At agreement price which approximates the master agreement 

that AirAsia Group has agreed with third parties. 

- Interest expenses At a rate equivalent to AirAsia Group’s borrowing rate. 

 

The following significant transactions were carried out with related parties: 

 

 

24.1) Income 

 

 Proportionate consolidated Company 

 2011 2010 2011 2010 

 Baht Baht Baht Baht 
     

Interest income     

Other related parties 62,718,814 21,036,364 - - 

A director 668,139 2,583,531 - - 
     

 63,386,953 23,619,895 - - 
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24 Related party transactions (Cont’d) 

 

 

The following significant transactions were carried out with related parties: (Cont’d) 

 

24.2) Purchases of goods and services 

 

 Proportionate consolidated Company 

 2011 2010 2011 2010 

 Baht Baht Baht Baht 
     

Share of gain from fuel price     

   swap agreements     

Other related party (6,558,801) (38,170,833) - - 

     

Chargeable staff costs for shared 

   accounting services 
    

Other related parties (17,005,329) (17,499,648) - - 

     

Aircraft rental     

Other related party 1,371,072,992 1,100,295,587 - - 

     

Aircraft repair and      

   maintenance     

Other related party 501,725,050 402,809,684 - - 

     

Purchase of merchandises     

   and equipment     

Other related party 26,937,820 45,661,396 - - 

     

Management fee expenses      

Other related party 7,423,069 7,638,986 - - 

     

Booking fee expenses     

Other related party 28,745,760 18,373,947 - - 

     

Estimated costs of aircraft redelivery     

   before maturities (Adjusted to actual)     

Other related party - (57,138,257) - - 

     

Interest expenses     

Other related party 74,322,470 121,420,629 - - 

 

Aircraft redelivery agreement 

 

During the year 2009, the joint venture entered into aircraft redelivery agreement with AirAsia (Mauritius) Limited, 

a lessor, who is a related party to redeliver Boeing aircrafts before the end of leasing periods with an intention to 

enter into new aircraft rental agreements to save repair and maintenance costs of the aircrafts.  The joint venture’s 

management estimated the proportionate amount of costs of aircraft redelivery before maturities amounting to Baht 

273.50 million and recorded these costs as operating costs during the years 2007, 2008 and 2009.  However, 

management has made a subsequent adjustment for a difference between the estimation and the actual 

proportionate amount of Baht 57.14 million during the year 2010. The difference was due to the fact that the joint 

venture could skip some technical checking stages during redelivery process. 
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24 Related party transactions (Cont’d) 

 

 

The following significant transactions were carried out with related parties: (Cont’d) 

 

24.3) Management remunerations 

 

Key management includes directors (executive and non-executive). The compensation paid or payable to key 

management for employee services is shown below: 

 

 Proportionate consolidated Company 

 2011 2010 2011 2010 

 Baht Baht Baht Baht 
     

Salaries and other short-term      

   employee benefits 23,329,959 14,393,970 180,000 - 

Retirement benefits 1,053,365 - - - 
     

 24,383,324 14,393,970 180,000 - 

 

 

24.4) Passenger revenues and expenses received and paid on behalf 
 

 Proportionate consolidated Company 

 2011 2010 2011 2010 

 Baht Baht Baht Baht 

     

Passenger revenues received on behalf      

   of the Company and its joint venture     

   by other related parties 1,718,031,522 1,932,087,734 - - 

Cash received on behalf of other     

   related party 232,983,292 298,092,233 - - 

Expenses paid on behalf of the     

   Company and its joint venture by      

   other related parties 362,955,005 336,932,864 - - 

Advance payments on behalf of other      

   related parties 218,597,173 71,717,072 - - 

 

Outstanding balances arising from receivables, payables, short-term loan to a director and other non-current assets are 

summarised as follows: 

 

 

24.5) Amounts due from related parties 

 

 Proportionate consolidated Company 

 2011 2010 2011 2010 

 Baht Baht Baht Baht 
     

Amounts due from related parties     

Other related parties 140,742,129 1,366,092,516 - - 

 

Amounts due from related parties have been charged the interest at 6.00% per annum (2010: 6.00% per annum). 
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24 Related party transactions (Cont’d) 

 

 

Outstanding balances arising from receivables, payables, short-term loan to a director, and other non-current assets are 

summarised as follows: (Cont’d) 

 

24.6) Amounts due to related parties 

 

 Proportionate consolidated Company 

 2011 2010 2011 2010 

 Baht Baht Baht Baht 
     

Amounts due to related parties     

Other related party 184,156,928 2,081,108,171 - - 

A joint venture - - - 486,987 
     

 184,156,928 2,081,108,171 - 486,987 

 

Amounts due to related parties are mainly denominated in US Dollar. Amounts due to related parties have been 

charged the interest at 6.00% per annum (2010: 6.00% per annum). 

 

 

24.7) Short-term loan to a director 

 

 Proportionate consolidated Company 

 2011 2010 2011 2010 

 Baht Baht Baht Baht 
     

Short-term loan to a director     

Beginning balance 52,583,531 93,500,000 - - 

Increase during the year 31,520,600 31,700,000 - - 

Received during the year (81,520,600) (75,200,000)   

Increase from interest receivable   -  

   during the year 655,038 2,583,531  - 

Interest received during the year (3,238,569) - - - 
        

Ending balance - 52,583,531 - - 

 

As at 31 December 2010, short-term loan to a director was unsecured and denominated in Thai Baht, carried 

interest at 1.50% per annum. The loan was fully settled in 2011. 

 

 

24.8) Other non-current assets 

 

 Proportionate consolidated Company 

 2011 2010 2011 2010 

 Baht Baht Baht Baht 
     

Aircraft rental deposits     

Other related party 253,912,027 205,285,063 - - 

     

Fuel price swap deposit     

Other related party 8,045,374 8,412,400 - - 
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25 Commitments 

 

 

Operating lease commitments 

 

As at 31 December, the Company and its joint venture had outstanding commitments in respect of the non-cancellable 

office leases and others as follows: 

 

 Proportionate consolidated Company 

 2011 2010 2011 2010 

 Baht Baht Baht Baht 
     

Not later than 1 year 23,074,434 24,886,928 - - 

Later than 1 year but not later than 5 years 17,611,543 26,939,652 - - 
     

Total 40,685,977 51,826,580 - - 

 

As at 31 December 2011, the Company and its joint venture had outstanding commitments in respect of non-cancellable 

aircraft lease agreements made with AirAsia (Mauritius) Limited which covered rental and insurance agreements of the 

22 aircrafts (2010: 19 aircrafts) as follows: 

 

 Proportionate consolidated 

 2011 2010 

  Insurance  Insurance 

 Rental agreements Rental agreements 

 USD USD USD USD 
     

Not later than 1 year 45,747,483  411,034 29,833,068 425,424 

Later than 1 year but not later than 5 years 59,296,481  - 29,103,341 - 

Later than 5 years 23,480,282   - - - 
     

Total  128,524,246  411,034 58,936,409 425,424 

 

 

26 Guarantees 

 

 

As at 31 December 2011, there was a commitment related to guarantees issued by bank in respect of pilot trainee’s loans 

in accordance with their professional pilot courses at proportionate amount of Baht 13.72 million (31 December 2010: 

Nil).  Normally, a guarantee is terminated when the pilot trainee earns a commercial pilot’s license and is assigned as a 

co-pilot or when the pilot trainee settles all outstanding debts with the bank.  However, the joint venture can fully reclaim 

the stated liabilities from the pilot trainees’ guarantors, who have pledged guarantees with the joint venture. 

 

As at 31 December 2011 and 2010, the Company had obligations relating to guarantees given to the borrowers under a 

credit agreement for the Baht equivalent of USD 39,000,000.  The agreement was between Credit Suisse, Singapore 

branch, as the lender, and the borrowers, a group of six of the Company’s shareholders.  Under the credit agreement, the 

borrowers pledged the Company’s shares and the Company pledged its investment in equity securities in Thai AirAsia  

Company Limited. to such lenders as a guarantee. 

 

 

27 Letters of guarantee 

 

 

As at 31 December 2011, the Company and its joint venture had commitments relating to guarantees issued by banks in 

respect of ground handling, technical support, and other flight operation activities in the ordinary course of business at 

proportionate amount of Baht 2.9 million, USD 45,900 and India Rupee 14.2 million (2010: Baht 3.8 million, USD 

45,000 and India Rupee 13.5 million).  The Company and its joint venture used their fixed-deposit account at 

proportionate amount of India Rupee 14.2 million (2010: India Rupee 13.5 million) as the collateral for these letters of 

guarantee. 
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28 Subsequent events 

 

 

On 1 January 2012, the joint venture has entered into addendums of 20 aircraft specific lease agreements with a related 

company for extension of their specific lease term from 3, 5 and 8 years to 12 years from the date of aircraft delivery. The 

terms and conditions of these addendums are effective from 1 January 2012. 

 

At the Extraordinary Shareholders’ Meeting of the joint venture held on 15 February 2012, the shareholders approved an 

increase in registered share capital of the joint venture from 40,000,000 shares to 43,555,560 shares by issuing additional 

ordinary shares of 3,555,560 shares with a par value of Baht 10 each in order to offer for the existing shareholders. 


