MFEC PUBLIC COMPANY LIMITED AND ITS SUBSIDIARIES
NOTES TO FINANCIAL STATEMENTS

FOR THE YEARS ENDED 31 December 2004 and 2003
1.
GENERAL INFORMATION


MFEC Company Limited was incorporated as a limited company under Thai laws. The Company operates in Thailand and its principal activity is sales of computer and computer system and provision of related services. The Company’s registered office is located at 699 Modernform Tower 27th Floor, Srinakarindr Road, Suan Luang, Bangkok. 

On 1 July 2003, the Company registered the change of its status to a public company and the change of its name to “MFEC Public Company Limited” with the Commerce Ministry. In October 2003, the Stock Exchange of Thailand approved the Company’s application to list its ordinary shares as securities.


On 8 September 2003, the Company has entered into a joint venture agreement with two local companies to make a combined bid for the computer system project.  The joint venture’s bid was successful and work has partially commenced. For the Company’s portion has started in the fourth quarter of 2004 and are expected to be handed over within the first quarter of 2005.
2.
BASIS OF CONSOLIDATION



The consolidated financial statements include the financial statements for the year ended           31 December 2004 of MFEC Public Company Limited (hereinafter called “the Company”) and its subsidiary companies for the period as from the acquisition date to 31 December 2004 which were all incorporated and operate their business in Thailand as follows: 

	
	       Percentage
	

	                   Subsidiary companies
	   of shareholding
	     Principal activities

	
	2004
	2003
	

	
	%
	%
	

	Promptnow Company Limited
	60.00
	-
	Creates entertainment medias for electronics   

   devices

	4Bizinet Company Limited
	35.05
	-
	Design, production and sale of internet 
   application

	Advance Intelligence Modernity 

  Company Limited
	51.00
	-
	Development and sale of computer software




These consolidated financial statements included the financial statements of the Company and the financial statements of each its subsidiary for the period as from the acquisition date to          31 December 2004. Since the Company invested in the subsidiaries during the year 2004 so consolidated financial statements are prepared only for the year ended 31 December 2004.

The net asset value of the subsidiaries, at the acquisition date, consisted of the following: -

(Unit: Baht)

	
Assets
	

	Cash and cash equivalents
	14,427,343

	Other assets
	13,479,947

	
Total assets
	27,907,290

	
Liabilities
	

	Current liabilities
	2,057,934

	Other liabilities
	572,084

	Total liabilities
	2,630,018

	Total net asset value
	25,277,272

	Attributable net asset value to the Company
	10,121,006

	Purchase price
	13,680,000

	Excess of the cost of the investments over attributable net asset value
	3,558,994

	Purchase price
	13,680,000

	Less: Cash and cash equivalents of subsidiaries
	(14,427,343)

	Net cash received from purchase of investment in subsidiaries
	(747,343)



The percentage of total assets and total revenues of the subsidiaries included in the consolidated financial statements are as follows: 

	
	
	Percentage of total revenues

	
	Percentage of total assets
	included in consolidated

	
	included in consolidated
	statement of earnings

	
	balance sheet as at 
	for the year ended

	Subsidiary companies
	31 December 2004
	31 December 2004

	Promptnow Company Limited
	0.3
	0.1

	4Bizinet Company Limited
	2.3
	0.5

	Advance Intelligence Modernity 

  Company Limited
	0.3
	-




Outstanding balances between the Company and the subsidiary companies, significant intercompany transactions, investment balance in the Company’s books and share capital of the subsidiary companies are eliminated from the consolidated financial statements.


The purchase cost of investment in subsidiary companies and the net book value of such subsidiary companies at the time of acquisition have been eliminated and the difference thereof has been shown as an asset under the heading of “Excess of cost of investments over net book value of the subsidiaries” and has been amortised within 3 years.

3.
SIGNIFICANT ACCOUNTING POLICIES


The financial statements have been prepared in accordance with accounting standards pronounced by the Institute of Certified Accountants and Auditors of Thailand and with the Accounting Act B.E. 2543.  The financial statements have been prepared on the basis of historical cost.


Significant accounting policies adopted by the Company and its subsidiaries are summarised below.


3.1
Revenue and expenses recognition



Sales represent the invoiced value, excluding value added tax, of goods supplied after deducting discounts and allowances.



Service income is recognised on an accrual basis.



Expenses are recognized on an accrual basis.


3.2
Cash and cash equivalents


Cash and cash equivalents include cash and deposits at financial institutions with an original maturity of three months or less from the deposit date and free of restrictions.


3.3
Trade accounts receivable and allowance for doubtful accounts


Trade accounts receivable are stated at the net realisable value.  Allowance for doubtful accounts is provided by evaluating payment ability of the accounts receivable at the end of the year, taking into account overdue balance of each debtor.


3.4
Inventories



Inventories are valued at the lower of cost (average method) and net realisable value.  Allowance for obsolete inventories is made for slow-moving and obsolete stocks. 


3.5
Investments in subsidiaries


Investment in subsidiaries in the financial statements of the Company is stated under the equity method of accounting. Under this method, the investment is recorded at cost with the excess of the cost of investment over the attributable net assets at the date of acquisition being amortised over a period of three years. For each subsequent period, the investments are adjusted to incorporate the Company’s proportionate share of the operating results of the subsidiaries.

3.6
Equipment and depreciation



Equipment is stated at cost less accumulated depreciation and allowance for loss on impairment of assets (if any).  Depreciation of equipment is calculated by reference to their costs on a straight-line basis (except certain assets which acquired after 1999 are calculated based on double declining method) over the estimated useful lives as follows: -



Leasehold improvement
-
5
years



Other equipment
-
5
years



Vehicles
-
5
years


3.7
Intangible assets



Intangible assets represent the cost of software used in operations are presented at cost less accumulated amortisation.  Amortisation of intangible assets is stated calculated by reference to their costs on the double declining basis over the period of 5 years.


3.8
Foreign currencies




Transactions in foreign currencies are translated into Baht at the rates ruling at the transaction dates. Monetary assets and liabilities denominated in foreign currency outstanding at the balance sheet date are translated into Baht at the rates ruling at the balance sheet date with the exception of those covered by forward exchange contracts with financial institutions, at the contracted rate.



Exchange gains and losses are included in determining earnings.  Premiums paid for forward exchange contracts are amortised over the period of the contracts are included in determining earnings.

3.9
Basic earnings per share



Basic earnings per share is calculated by dividing net earnings for the year by the weighted average number of ordinary shares in issue during the year held by external parties.

3.10
Financial instruments


The Company has no policy to speculate in or engage in the trading of any financial derivative instruments.


Financial instruments carried in the balance sheet include cash and deposits at financial institutions, trade accounts receivable, trade accounts payable, bank overdrafts and     short-term loans from financial institutions and amounts due to/from related parties. The particular recognition methods adopted are disclosed in the individual policy statements associated with each item.


3.11
Use of accounting estimates

Preparation of financial statements in conformity with generally accepted accounting principles requires management to make estimates for certain accounting transactions, affecting amounts reported in the financial statements and notes related thereto.  Subsequent actual results may differ from these estimates.
4.
TRADE ACCOUNTS RECEIVABLE


The aging of outstanding trade accounts receivable balance as at 31 December 2004 and 2003 are as follows: -

(Unit: Baht)
	
	CONSOLIDATED
	THE COMPANY ONLY

	
	2004
	2004
	2003

	Less than 3 months
	733,295,534
	728,846,481
	201,356,553

	3 - 6 months
	2,945,434
	2,375,980
	2,577,243

	6 - 12 months
	26,388,260
	26,155,000
	9,541,165

	More than 12 months
	8,010,350
	7,721,450
	3,082,809

	Total
	770,639,578
	765,098,911
	216,557,770

	Less: Allowance for doubtful accounts
	(2,234,160)
	(2,140,000)
	(1,162,500)

	Trade accounts receivable - net
	768,405,418
	762,958,911
	215,395,270


5.
RELATED PARTY TRANSACTIONS


During the years, the Company had significant business transactions with its subsidiaries (which have already been eliminated in the consolidated financial statements), related companies (related by the way of common shareholders and / or common directors). Such transactions are summarised below: -

(Unit: Million Baht)

	
	CONSOLIDATED
	THE COMPANY ONLY
	Pricing policy

	
	2004
	2003
	2004
	2003
	

	Transactions with subsidiaries: 
	
	
	
	
	

	   Sales of goods and services
	-
	-
	 0.5
	-
	Cost plus margin

	   Purchases of goods and services
	-
	-
	2.9
	-
	Cost plus margin

	Transactions with related companies: 
	
	
	
	

	   Sales of goods and services
	1.6
	-
	1.6
	0.1
	Cost plus margin

	   Purchases of goods and services
	4.5
	-
	4.5
	5.6
	Cost plus margin

	   Purchases of office equipment
	4.8
	-
	4.8
	3.6
	Cost plus margin

	Rental and related service expenses
	5.0
	-
	5.0
	4.9
	Baht 130 – 170 per square 
   meter per month

	   Gain on sales of investment
	-
	-
	-
	0.7
	Contract price



The outstanding balances of the above transactions have been separately shown in the balance sheets as at 31 December 2004 and 2003 as follows: -

(Unit: Baht)

	
	
	CONSOLIDATED
	THE COMPANY ONLY

	
	Relationship
	2004
	2004
	2003

	Amounts due from related parties
	
	
	
	

	Related companies:
	
	
	
	

	
Modernform Integration Services 
	Common shareholders
	2,749,484
	2,749,484
	13,747,420

	

Company Limited
	and directors
	
	
	

	Subsidiary:
	
	
	
	

	  
Promptnow Company Limited
	
	-
	1,026,892
	-

	
	
	2,749,484
	3,776,376
	13,747,420

	Loan to subsidiary
	
	
	
	

	  
Promptnow Company Limited
	
	-
	900,000
	-

	Other non-current assets - deposit
	
	
	
	

	Related company:
	
	
	
	

	
Modernform Tower Company Limited
	Common shareholders
	1,161,000
	1,161,000
	1,116,000

	
	and directors
	
	
	

	Amounts due to related parties
	
	
	
	

	Related companies:
	
	
	
	

	
Modernform Integration Services 
	Common shareholders
	1,252,286
	1,252,286
	2,127,353

	

Company Limited
	and directors
	
	
	

	
M.I.S. Outsourcing Company Limited
	Common directors
	2,301
	2,301
	-

	
Modernform Group Public Company 
	Common shareholders
	2,717,158
	2,125,566
	283,874

	

Limited
	and directors
	
	
	

	
Modernform Tower Company Limited
	Common shareholders 
	130,770
	130,770
	114,281

	
	and directors
	
	
	

	
Motif Technology Company Limited
	Common shareholders
	2,407,500
	2,407,500
	-

	
Thaimapguide Company Limited
	Common directors
	-
	-
	487,308

	
Atrium Technology Company Limited
	Common shareholders
	-
	-
	101,650

	Subsidiaries:
	
	
	
	

	
Promptnow Company Limited
	
	-
	785,237
	-

	
4Bizinet Company Limited
	
	-
	2,354,000
	-

	
	
	6,510,015
	9,057,660
	3,114,466


6.
INVENTORIES

(Unit: Baht)
	
	CONSOLIDATED
	THE COMPANY ONLY

	
	2004
	2004
	2003

	Finished goods
	84,463,648
	84,175,762
	43,382,615

	Goods in transit
	2,908,094
	2,908,094
	4,891,170

	Total
	87,371,742
	87,083,856
	48,273,785


7.
DEFERRED PROGRAM DEVELOPMENT COSTS


Deferred program development costs of the Company represent the cost of a new service, representing the development of game software for mobile phone. This cost is deferred as an asset and amortised as expenses on the straight-line basis within one year, commencing from April 2004.


Deferred program development costs of the subsidiaries as included in the consolidated financial statements represent the cost of program development. This cost is deferred as an asset and will be amortised to cost of sale when the programs are sold. At this time, some programs are still undergoing additional development, while some are ready to sale.
8.
PLEDGED DEPOSITS AT FINANCIAL INSTITUTIONS


These deposits at financial institutions have been pledged with financial institutions to secure the bank overdraft facilities.
9.
INVESTMENTS ACCOUNTED FOR UNDER THE EQUITY METHOD


Investments in subsidiaries accounted for under the equity method as at 31 December 2004 are as follows: -

(Unit: Baht)
	
	
	Paid-up
	Percentage of
	

	
	
	share capital
	shareholding
	THE COMPANY ONLY

	Company’s name
	Type of business
	(Million Baht)
	(Percent)
	Cost method
	Equity method

	Promptnow Company Limited
	Create entertainment medias for electronics devices
	7.5
	60.00
	4,500,000
	3,060,085

	4Bizinet Company Limited
	Design, production and sale of internet applications
	21.8
	35.05
	7,650,000
	8,596,510

	Advance Intelligence       
	Develop and sale of 
	3.0
	51.00
	1,530,000
	1,585,800

	   Modernity Company Limited
	
computer software
	
	
	
	

	Total
	
	
	
	13,680,000
	13,242,395



The separate financial statements of the Company include investment accounted for under the equity method for the period as from the acquisition date of each subsidiary to 31 December 2004.


The Company records the net excess of the cost of purchase over the attributable portion of the book value of its identifiable assets and liabilities at the acquisition date as an asset which is amortised over a period of 3 years since the Company’s management believes that such excess will generate future benefit in terms of the expansion of business lines and the continuous expansion of investment in intellectual properties of the Company.


The Company’s percentage shareholding in 4Bizinet Company Limited amounts to 35.05 percent but its financial statements are included in the consolidated financial statements since the Company is able to exercise management control over this company. Moreover, the Company’s shareholding in that subsidiary will increase to 51 percent when the Company pays in the uncalled portion of the share price, amounting to Baht 7.65 million, in March 2005.

10.
EQUIPMENT

(Unit: Baht)
	
	CONSOLIDATED

	
	
	
	Tools and
	
	

	
	Leasehold
	Office
	office 
	
	

	
	improvement
	furniture 
	equipment
	Vehicles
	Total

	At cost:
	
	
	
	
	

	   31 December 2003
	8,008,398
	25,876,495
	54,847,817
	351,598
	89,084,308

	   Transferred from purchase of
	
	
	
	
	

	        investments in subsidiaries
	-
	897,889
	2,440,248
	-
	3,338,137

	   Acquisitions 
	3,956,017
	19,526,859
	7,047,559
	7,012,500
	37,542,935

	   Disposals
	-
	(805,050)
	(1,021,998)
	-
	(1,827,048)

	   31 December 2004
	11,964,415
	45,496,193
	63,313,626
	7,364,098
	128,138,332

	Accumulated depreciation:
	
	
	
	
	

	   31 December 2003
	2,400,772
	12,843,676
	34,463,897
	137,264
	49,845,609

	   Transferred from purchase of
	
	
	
	
	

	        investments in subsidiaries
	-
	316,633
	1,594,140
	-
	1,910,773

	   Depreciation for the year
	2,870,052
	8,607,441
	10,050,767
	834,585
	22,362,845

	   Depreciation for disposals
	-
	(318,273)
	(253,998)
	-
	(572,271)

	   31 December 2004
	5,270,824
	21,449,477
	45,854,806
	971,849
	73,546,956

	Net book value:
	
	
	
	
	

	   31 December 2003
	5,607,626
	13,032,819
	20,383,920
	214,334
	39,238,699

	   31 December 2004
	6,693,591
	24,046,716
	17,458,820
	6,392,249
	54,591,376

	Depreciation charged to the statement of earnings for the year
	
	

	   2003
	
	
	
	
	16,480,056

	   2004
	
	
	
	
	22,362,845


(Unit: Baht)
	
	THE COMPANY ONLY

	
	
	
	Tools and
	
	

	
	Leasehold
	Office
	office 
	
	

	
	improvement
	furniture 
	equipment
	Vehicles
	Total

	At cost:
	
	
	
	
	

	   31 December 2003
	8,008,398
	25,876,495
	54,847,817
	351,598
	89,084,308

	   Acquisitions 
	3,554,286
	18,006,080
	6,840,490
	7,012,500
	35,413,356

	   Disposals
	-
	(805,050)
	(1,021,998)
	-
	(1,827,048)

	   31 December 2004
	11,562,684
	43,077,525
	60,666,309
	7,364,098
	122,670,616

	Accumulated depreciation:
	
	
	
	
	

	   31 December 2003
	2,400,772
	12,843,676
	34,463,897
	137,264
	49,845,609

	   Depreciation for the year
	2,833,096
	8,493,520
	9,707,075
	834,585
	21,868,276

	   Depreciation for disposals
	-
	(318,273)
	(253,998)
	-
	(572,271)

	   31 December 2004
	5,233,868
	21,018,923
	43,916,974
	971,849
	71,141,614

	Net book value:
	
	
	
	
	

	   31 December 2003
	5,607,626
	13,032,819
	20,383,920
	214,334
	39,238,699

	   31 December 2004
	6,328,816
	22,058,602
	16,749,335
	6,392,249
	51,529,002

	Depreciation charged to the statement of earnings for the year
	
	

	   2003
	
	
	
	
	16,480,056

	   2004
	
	
	
	
	21,868,276



The book value, before deducting accumulated depreciation, of equipment of the Company which was fully depreciated but still in use as at 31 December 2004 amounted to approximately Baht 14.2 million (2003: Baht 9.0 million).

11.
INTANGIBLE ASSETS


The intangible assets of the Company and its subsidiaries are computer software as follows: -

 (Unit: Baht)
	
	CONSOLIDATED
	THE COMPANY ONLY

	31 December 2003
	307,750
	307,750

	Transferred from purchase of investments in subsidiaries
	63,107
	-

	Acquisitions
	3,810,129
	3,532,166

	Less: Accumulated amortisation
	(577,457)
	(546,534)

	31 December 2004
	3,603,529
	3,293,382

	Amortisation charged to the statement of earnings for the year
	

	2003
	-
	33,972

	2004
	543,485
	512,562


12.
BANK OVERDRAFTS AND SHORT-TERM LOANS FROM FINANCIAL INSTITUTIONS


Bank overdrafts and short-term loans from financial institutions have been secured by the pledge of the Company’s deposits at financial institutions.

13. SHARE CAPITAL


In March 2003, a resolution of the Annual General Meeting of the Company’s shareholders authorised the increase of the Company’s registered share capital from Baht 20 million to Baht 160 million through the issue of 14 million additional ordinary shares at a par value of Baht 10 each.  The Company registered the increase in share capital with the Ministry of Commerce on 28 May 2003.


In June 2003, a resolution of the Extraordinary General Meeting of the Company’s shareholders authorised the following matters: -


-
To change the status of the Company to be a public company limited.


-
To change in par value of the Company’s ordinary share from Baht 10 per share to Baht 1 per share. As a result, the Company’s registered share capital of Baht 160 million comprises 160 million shares of Baht 1 each.  


-
To increase of the Company’s registered share capital from Baht 160 million to Baht 200 million through the issue of 40 million additional ordinary shares, with a par value of Baht 1 each.  


-
To list the Company’s ordinary shares in the Stock Exchange of Thailand.


The Company registered the change in par value of its ordinary share from Baht 10 per share to Baht 1 per share and the increase of its registered share capital to Baht 200 million with the Ministry of Commerce in July 2003.


In addition, in October 2003, the Company received additional share capital from its initiate public offering of 40 million shares at Baht 4.75 per share through the Stock Exchange of Thailand, totaling Baht 190 million. This amount is divided into issued and paid-up share capital of Baht 40 million and premium on ordinary shares of Baht 150 million.  The Company has recorded the expenses concerning the offering of its increased share capital of approximately Baht 7.2 million as deduction in “Premium on ordinary shares”.


The Company registered the increase of its issued and paid-up share capital to Baht 200 million with the Ministry of Commerce in the same month.

14.
STATUTORY RESERVE


According to the Public Limited Companies Act B.E. 2535, the Company is required to set aside a statutory reserve at least 5% of its net profit after deducting accumulated deficit brought forward (if any) until the reserve reaches 10% of the registered share capital.  The reserve is not available for dividend distribution.

15.
DIRECTORS’ REMUNERATION


Directors’ remuneration represents the benefits paid to the Company’s directors in accordance with Section 90 of the Public Limited Companies Act, exclusive of salaries and related benefits payable to executive position.


16.
CORPORATE INCOME TAX


Corporate income tax for the year has been calculated on earnings after adding back certain expenses which are disallowed for tax computation purpose, at the rate of 25 percent for the Company and 30 percent for its subsidiaries.
17.
DIVIDEND 


Dividends declared in 2004 and 2003 consist of the following:
(Unit: Baht)
	
	
	
	Dividend

	
	Approved by
	Total dividends
	per share

	Final dividends on 2002
	Annual General Meeting of the
	
	

	   earnings
	   shareholders on 24 March 2003
	124,000,000
	62.00

	Final dividends on 2003
	Annual General Meeting of the
	
	

	   earnings
	   shareholders on 22 April 2004
	66,000,000
	0.33



Dividends per share are the dividends for shares with par values of Baht 10 each and Baht            1 each, respectively.

18.
EMPLOYEES AND RELATED COSTS


	
	CONSOLIDATED
	THE COMPANY ONLY

	
	2004
	2004
	2003

	Number of employees at end of year (persons)
	392
	325
	222

	Employee costs (Thousand Baht)
	150,710
	145,798
	91,901


19.
PROVIDENT FUND


On 2 June 2004, the Company and its employees have jointly established a provident fund as approved by the Ministry of Finance in accordance with the Provident Fund Act B.E. 2530.  The fund is contributed by the Company and its employees at the rate of 3 - 7 percent of their basic salaries.  The fund is managed by TISCO Asset Management Company Limited and will be paid to employees upon termination in accordance with the rules of the Company’s staff provident fund. During the year, the contribution of the Company to the fund totaled by approximately of Baht 2.5 million.

20.
COMMITMENT AND CONTINGENT LIABILITIES


20.1
Bank guarantees


As at 31 December 2004, there were outstanding bank guarantees of Baht 57.6 million   (2003: Baht 11.1 million) issued by the bank on behalf of the Company in respect of certain performance bonds as required in the normal course of business of the Company.


20.2
Commitment


a)
As at 31 December 2004, the Company and its subsidiaries have outstanding lease commitments in respect of office space of approximately Baht 15.7 million             (2003: the Company only Baht 11.5 million). This amount includes commitments of Baht 6.5 million (2003: Nil) under agreements which the Company has entered into with a related company.


b)
As at 31 December 2004, the Company has outstanding payment commitments in respect of subcontract service agreement of approximately Baht 10.8 million (2003: Baht 13.5 million).


c)
As at 31 December 2004, the Company has outstanding lease commitments in respect of motor vehicles of approximately Baht 0.8 million (2003: Baht 2.4 million).


d)
As at 31 December 2004, the Company has outstanding commitment in respect of share subscription in the subsidiary which are uncalled portion amounting to Baht 7.65 million.


20.3
Credit card facility


As at 31 December 2004, the Company has a credit card facility of Baht 300,000 with a local bank for its convenience in purchasing goods from overseas.

21.
FINANCIAL INFORMATION BY SEGMENT


The Company and its subsidiaries’ operations involve the single industry segment of the distribution of computer and computer system and its provision of related services for local and export sales.  Information in the earnings statements for the years ended 31 December 2004 and 2003 is below presented by geographical segment: -

(Unit: Million Baht) 

	
	For the years ended 31 December 2004 and 2003

	
	Local
	Overseas
	Total

	
	2004
	2003
	2004
	2003
	2004
	2003

	Sales and service income
	1,417
	694
	2
	38
	1,419
	732

	Earnings from operations
	360
	210
	1
	13
	361
	223

	Other income
	
	
	
	
	9
	3

	Selling, administrative and interest expenses
	
	
	
	
	(188)
	(129)

	Corporate income tax
	
	
	
	
	(47)
	(27)

	Net earnings
	
	
	
	
	135
	70



The balance sheet information as at 31 December 2004 and 2003 is below presented by geographical segment: -

(Unit: Million Baht) 

	
	Local
	Overseas 
	Total

	
	2004
	2003
	2004
	2003
	2004
	2003

	Trade accounts receivable - net
	769
	215
	-
	-
	769
	215

	Inventories
	
	
	
	
	87
	48

	Equipment - net
	
	
	
	
	55
	39

	Other assets
	
	
	
	
	120
	318

	Total assets
	
	
	
	
	1,031
	620


22.
FINANCIAL INSTRUMENTS


22.1
Financial risk management and policies



The Company and its subsidiaries do not hold or issue derivative instruments for speculative or trading purposes.


22.2
Interest rate risk



The interest rate risk is the risk whereby future movements in market interest rates will affect to the results of operations and cash flows of the Company.  Such exposure to interest rate risk relates primarily to deposits at financial institutions, bank overdrafts and short-term loans from financial institutions. The Company and its subsidiaries do not use derivative financial instruments to hedge this risk.

 (Unit: Baht)

	
	CONSOLIDATED

	
	Balance as at 31 December 2004

	
	Floating
	Fixed 
	
	

	
	interest rate
	interest rate
	No interest
	Total

	Financial assets
	
	
	
	

	Cash and cash equivalents
	17,875,686
	-
	130,579
	18,006,265

	Pledged deposits at financial institutions
	35,465,466
	-
	-
	35,465,466

	Financial liabilities
	
	
	
	

	Bank overdrafts and short-term loans 
	
	
	
	

	   from financial institutions
	151,487,339
	-
	-
	151,487,339


 (Unit: Baht)

	
	THE COMPANY ONLY

	
	Balance as at 31 December 2004

	
	Floating
	Fixed 
	
	

	
	interest rate
	interest rate
	No interest
	Total

	Financial assets
	
	
	
	

	Cash and cash equivalents
	10,012,528
	-
	75,000
	10,087,528

	Pledged deposits at financial institutions
	35,047,286
	-
	-
	35,047,286

	Financial liabilities
	
	
	
	

	Bank overdrafts and short-term loans 
	
	
	
	

	   from financial institutions
	151,487,339
	-
	-
	151,487,339



22.3
Foreign currency risk



The exposure of the Company to foreign currency risk relates primarily to its trade accounts payable that are denominated in foreign currencies. The Company utilises forward exchange contracts, mostly with maturities of no more than one year, in order to hedge the foreign currency risk related to these payables, covering the full amount of such liabilities.


As at 31 December 2004, the Company has financial liabilities dominated in foreign currencies amounting to approximately USD 1.6 million which are not hedge the foreign currency risk.


Forward exchange contracts which remained outstanding on 31 December 2004 are summarised below: -

	
	
	Forward contract

	Currencies
	Amount
	exchange rate

	USD (Buy)
	2,223,565
	39.075 - 41.555




The Company has not estimated the fair value of the above forward exchange contracts since the individual contracts have a short period to maturity and their carrying value does not materially differ from their fair value.

22.4
Credit risk and liquidity risk



Credit risk refers to the risk that a counterparty will default on its contractual obligations resulting in a financial loss to the Company.  Liquidity risk arises from the possibility that customers may not be able to settle obligations to the Company within the normal terms of trade.



However, due to the Company’s prudent credit policy and those customers’ creditworthiness, the Company does not anticipate material losses from its debt collection.


22.5
Fair value



Fair value is defined as the amount at which an instrument could be exchanged in a current transaction between knowledgeable willing parties on an arm’s length basis.  Fair values are obtained from quoted market prices, discounted cash flow models or net asset value, as appropriate.



Since the majority of the financial assets and liabilities are short term, their carrying value does not materially differ from their fair value.

23.
PRESENTATION


The presentation of these financial statements has been made in compliance with the Notification of the Business Development Department dated 14 September 2001, issued under the Accounting Act. B.E. 2543.


Certain amounts in the financial statements of the year ended 31 December 2003 have been reclassified to conform to the current year’s classification, with no effort on previously reported net earnings or shareholders’ equity.
24.
APPROVAL OF FINANCIAL STATEMENTS


These financial statements have been approved by the directors of the Company.
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