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1.
GENERAL INFORMATION

(a)     
Legal status and address       




MFEC Public Company Limited (“the Company”) is a public company incorporated and 


domiciled in Thailand. 

                   The address of its registered office is as follows :                   


                        
699 Modernform Tower, Srinakarind Road, Suan Luang, Bangkok.


(b)    
Nature of the Company’s business

      


Its principal activities are sales of computer and computer system and provision of related 



services.
(c) Employees
	
	Consolidated
	
	The Company Only

	
	For the three-month periods

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

	
	2008
	
	2007
	
	2008
	
	2007

	Employee costs (Thousand Baht)
	89,029
	
	101,706
	
	74,167
	
	82,886


	
	Consolidated
	
	The Company Only

	
	For the six-month periods

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

	
	2008
	
	2007
	
	2008
	
	2007

	Employee costs (Thousand Baht)
	183,213
	
	184,604
	
	151,123
	
	148,680





The staff cost was consisted of salary, bonus, welfare, social security and contribution to provident fund.

(d)     
Supplemental disclosures of revenue and expense information


                 
Supplemental disclosures of revenue and expense information are as follows:
	
	In Thousand Baht

	
	Consolidated
	
	The Company Only

	
	For the three-month periods

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

	
	2008
	
	2007
	
	2008
	
	2007

	Depreciation and amortization
	7,258
	
	8,748
	
	6,025
	
	6,344

	Amortization premium on 
	
	
	
	
	
	
	

	    Investment in subsidiaries
	                - 
	
	1,192
	
	-
	
	-

	Gain (loss) on exchange rate
	1,287
	
	276
	
	1,103
	
	339

	Directors’ remuneration
	676
	
	399
	
	676
	
	399
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	In Thousand Baht

	
	Consolidated
	
	The Company Only

	
	For the six-month periods

ended June 30,
	
	For the six-month periods

ended June 30,

	
	2008
	
	2007
	
	2008
	
	2007

	Depreciation and amortization
	14,558
	
	16,963
	
	11,842
	
	12,267

	Amortization premium on 
	
	
	
	
	
	
	

	    Investment in subsidiaries
	                - 
	
	2,385
	
	                - 
	
	                - 

	Gain (loss) on exchange rate
	2,778
	
	580
	
	2,594
	
	579

	Directors’ remuneration
	1,008
	
	798
	
	1,008
	
	798


2.
BASIS OF CONSOLIDATION

2.1

The accompanying consolidated financial statements include the accounts of MFEC Public Company 
Limited and the following subsidiaries which are owned directly and indirectly by the Company.
	
	
	As at  June 30, 2008
	
	As at  December 31, 2007
	
	

	
	
	Percentage of
	
	Paid-up
	
	Percentage of
	
	Paid-up
	
	

	Company’s name
	
	shareholding
	
	capital
	
	shareholding
	
	capital
	
	Principal activities

	
	
	(%)
	
	(Million Baht)
	
	(%)
	
	(Million Baht)
	
	

	Subsidiaries held by the Company
	
	
	
	
	
	
	
	
	

	Promptnow Company Limited
	60.00
	
	7.50
	
	60.00
	
	7.50
	
	Creates entertainment media for electronics devices

	4Bizinet Company Limited
	51.00
	
	30.00
	
	51.00
	
	30.00
	
	Design, production and sale of computer and  internet application

	Advance Intelligence Modernity 

  Company Limited
	51.00
	
	3.00
	
	51.00
	
	3.00
	
	Development and sale of computer software, particularly entertainment media

	Modernform Integration Services 

  Company Limited
	99.99
	
	64.10
	
	99.99
	
	64.10
	
	Sale of computer and provision of related services

	Subsidiaries held by Modernform Integration
	
	
	
	
	
	
	
	

	   Services Company Limited
	
	
	
	
	
	
	
	
	

	M.I.S. Outsourcing Company    

   Limited
	80.00
	
	5.00
	
	80.00
	
	5.00
	
	Personnel recruitment and IT system maintenance 

	SkyBlitz (1995) Company Limited
	99.99
	
	20.00
	
	99.99
	
	20.00
	
	Development and sale of computer software
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2.2   The percentage of total assets and total revenues of the subsidiaries included in the consolidated 
financial statements are as follows: 
	
	Percentage of total assets included in consolidated balance sheet as at
	
	Percentage of total revenues included in consolidated income statement 

for the three-month periods ended
	
	Percentage of total revenues included in consolidated income statement 

for the six-month periods ended

	
	June 30, 2008
	
	December 31, 2007
	
	June 30, 2008
	
	June 30, 2007
	
	June 30, 2008
	
	June 30, 2007

	Subsidiary companies
	
	
	
	
	
	
	
	
	
	
	

	Promptnow Company Limited
	0.70
	
	0.58
	
	0.06
	
	0.17
	
	0.08
	
	0.14

	4Bizinet Company Limited
	1.83
	
	1.89
	
	-
	
	1.31
	
	-
	
	1.10

	Advance Intelligence Modernity Company Limited
	0.45
	
	0.41
	
	0.01
	
	0.08
	
	0.01
	
	0.15

	Modernform Integration Services Company Limited
	9.23
	
	7.69
	
	23.26
	
	15.41
	
	21.52
	
	15.49

	Subsidiaries held by Modernform Integration Services 
	
	
	
	
	
	
	
	
	
	
	

	   Company Limited
	
	
	
	
	
	
	
	
	
	
	

	M.I.S. Outsourcing Company Limited
	1.28
	
	0.90
	
	2.22
	
	1.20
	
	1.93
	
	1.19

	SkyBlitz (1995) Company Limited
	0.21
	
	0.32
	
	-
	
	0.41
	
	-
	
	0.22



2.3

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.

2.4
Investments in subsidiaries (at purchase price) and the net asset value per book of the subsidiaries at the date of acquisition have been offset and the difference there of has been shown as asset under the heading of “Excess of cost of investments over net book value of the subsidiaries” and to be amortized over a period of 5 years. Since the year 2008, the Company has stopped recognizing goodwill as amortization expense and to consider impairment loss instead.
2.5
The accounting policies of the subsidiary companies for similar accounting transactions are the same as MFEC Public Company Limited.
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3.
SIGNIFICANT ACCOUNTING POLICIES

3.1
Basis for preparation of financial statements



The interim financial statements are prepared in accordance with the Accounting Standard No. 41 “Interim Financial Statements”. These interim financial statements are prepared as additional financial statement information for the year ended December 31, 2007 with the emphasis on the more current information about  new activities, events, and situations and are not intended to re-emphasize on the information previously reported. The interim financial statements should therefore be read in conjunction with the financial statements for the year ended December 31, 2007.  
The financial statements have been prepared on a historical cost basis except where otherwise disclosed in the accounting policies.

3.2
Adoption of new accounting standards during the year



The Federation of Accounting Professions (FAP) has issued Notification No. 9/2550,       No. 38/2550 and No.62/2550 regarding Thai Accounting Standards (TAS), which were announced in the Royal Gazette. These Notifications mandate the use of the following Thai Accounting Standards (amended 2007) in place of the previous versions, which are cancelled. These Thai Accounting Standards (revised version) are effective for the fiscal years beginning on or after January 1, 2008.


TAS 
25 
Cash Flow Statements



TAS 
29 
Leases



TAS 
31 
Inventories



TAS 
33 
Borrowing Costs



TAS 
35 
Presentation of Financial Statements



TAS 
39 
Accounting Policies, Changes in Accounting Estimates and Errors 



TAS 
41 
Interim Financial Reporting



TAS 
43 
Business Combinations



TAS 
49 
Construction Contracts



TAS 
51 
Intangible Assets (newly issued)




The management of the Company has assessed the effect of these accounting standards and believes that they will not have any significant impact on the financial statements for the year in which they are initially applied. Except TAS 43: Business Combinations, the effect of this accounting standard will cause the Company to stop recognizing goodwill as amortization expense in accordance with the basis of consolidation Note 2.4, but to consider impairment loss instead.   
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3.3   
Significant accounting policies



The interim financial statements are prepared using the same accounting policies and methods of computation as have been used in the preparation of the financial statements for the year ended December 31, 2007.

4.
RELATED PARTY TRANSACTIONS


During the period, the Company had significant business transactions with its subsidiaries (which 
have already been eliminated in the preparation of consolidated financial statements) and related 
companies (related by ways of common shareholders and/or common directors).  These transactions 
follow the trade terms and rules agreed between the Company and those companies in the normal course 
of business.  Related party transactions are summarized below: 

	
	Million Baht

	
	Consolidated
	
	The Company Only
	
	

	
	For the three-month periods ended June 30,
	
	For the three-month periods ended June 30,
	
	Pricing policy

	
	2008
	
	2007
	
	2008
	
	2007
	
	

	Transactions with subsidiaries: 
	
	
	
	
	
	
	
	
	

	   
Sales of goods and services
	      -
	
	      -
	
	0.14
	
	0.33
	
	Close to market price

	   
Purchases of goods and services
	      -
	
	      -
	
	0.30
	
	7.31
	
	Close to market price

	   
Guarantee fee income
	      -
	
	      -
	
	0.18
	
	0.43
	
	1 percent per annum

	   
Interest income
	      -
	
	      -
	
	0.20
	
	0.06
	
	MOR per annum

	
	
	
	
	
	
	
	
	
	For the three-month periods 2008-2007: 6.5-8.25 percent  per annum

	
	
	
	
	
	
	
	
	
	

	Transactions with related companies:
	
	
	
	
	
	
	
	
	

	   
Sales of goods and services
	0.20
	
	4.04
	
	      -
	
	2.76
	
	Close to market price

	  
Purchases of goods and services
	0.08
	
	0.08
	
	0.08
	
	0.09
	
	Close to market price

	   
Purchases of office equipment
	0.04
	
	0.20
	
	      -
	
	0.19
	
	Close to market price

	
Rental and related service expenses
	3.41
	
	3.34
	
	1.69
	
	1.77
	
	Market price adjusted with agreed upon discount
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	Million Baht

	
	Consolidated
	
	The Company Only
	
	

	
	For the six-month periods ended 
June 30,
	
	For the six-month 
periods ended 
June 30,
	
	Pricing policy

	
	2008
	
	2007
	
	2008
	
	2007
	
	

	Transactions with subsidiaries: 
	
	
	
	
	
	
	
	
	

	   
Sales of goods and services
	-
	
	-
	
	0.28
	
	0.68
	
	Closed to market price

	   
Purchases of goods and services
	-
	
	-
	
	2.01
	
	8.19
	
	Closed to market price

	
Guarantee fee income 
	-
	
	-
	
	0.33
	
	0.84
	
	1 percent per annum

	   
Interest income
	-
	
	-
	
	0.37
	
	0.12
	
	MOR per annum

	
	
	
	
	
	
	
	
	
	For the six-month periods      2008-2007 : 6.5 - 8.25 percent per annum 

	Transactions with related companies:
	
	
	
	
	
	
	
	
	

	   
Sales of goods and services
	0.62
	
	4.11
	
	-
	
	2.83
	
	Closed to market price

	  
Purchases of goods and services
	0.20
	
	1.35
	
	0.20
	
	1.35
	
	Closed to market price

	   
Purchases of office equipment
	0.04
	
	0.61
	
	-
	
	0.60
	
	Closed to market price

	
Rental and related service expenses
	7.54
	
	6.92
	
	3.71
	
	3.61
	
	Market price adjusted with agreed

	
	
	
	
	
	
	
	
	
	upon discount 
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The outstanding balances of the above transactions are separately shown in the balance sheets as at 
June 30, 2008 and December 31, 2007 as follows: 

	
	
	
	In  Thousand Baht

	
	
	
	Consolidated
	
	The Company Only

	
	
	Relationship
	As at
June 30,
2008
	
	As at
 December 

31, 2007
	
	As at
June 30,
2008
	
	As at 
December 

31, 2007

	Amounts due from related parties
	
	
	
	
	
	
	
	
	

	Subsidiaries:
	
	
	
	
	
	
	
	
	

	  
Promptnow Company Limited
	
	
	-
	
	-
	
	175
	
	114

	
4Bizinet Company Limited
	
	
	-
	
	-
	
	1,395
	
	1,094

	
Advance Intelligence Modernity
	
	
	
	
	
	
	
	
	

	

Company Limited
	
	
	-
	
	-
	
	524
	
	290

	
Modernform Integration Services 
	
	
	
	
	
	
	
	
	

	

Company Limited
	
	
	-
	
	-
	
	100
	
	723 

	Related companies:
	
	
	
	
	
	
	
	
	

	
Modernform Group Public
	
	Common shareholders
	
	
	
	
	
	
	

	

Company Limited
	
	and directors
	102
	
	176
	
	-
	
	-

	
	
	
	102
	
	176
	
	2,194
	
	2,221

	Short-term loans to subsidiaries
	
	
	
	
	
	
	
	
	

	  
Promptnow Company Limited
	
	
	-
	
	-
	
	7,100
	
	3,900

	
4Bizinet Company Limited
	
	
	-
	
	-
	
	2,500
	
	2,500

	
Advance Intelligence Modernity
	
	
	
	
	
	
	
	
	

	
   Company Limited
	
	
	-
	
	-
	
	4,500
	
	2,900

	
	
	
	-
	
	-
	
	14,100
	
	9,300

	Less: Reserve for loss of  investment in                                     
	
	
	
	
	
	
	
	
	

	
         subsidiary companies  (Note 10)
	
	
	-
	
	-
	
	(7,178)
	
	(3,071)

	
	
	
	-
	
	-
	
	6,922
	
	6,229

	Other non-current assets - deposit
	
	
	
	
	
	
	
	
	

	Related company:
	
	
	
	
	
	
	
	
	

	
Modernform Tower Company Limited
	
	Common shareholders
	
	
	
	
	
	
	

	
	
	and directors
	3,963
	
	3,603
	
	1,631
	
	1,631

	Amounts due to related parties
	
	
	
	
	
	
	
	
	

	Subsidiaries:
	
	
	
	
	
	
	
	
	

	
Promptnow Company Limited
	
	
	-
	
	-
	
	321
	
	2,179

	
4Bizinet Company Limited
	
	
	-
	
	-
	
	95
	
	95

	
Advance Intelligence Modernity
	
	
	
	
	
	
	
	
	

	
   Company Limited
	
	
	-
	
	-
	
	-
	
	801

	
Modernform Integration Services
	
	
	
	
	
	
	
	
	

	
   Company Limited
	
	
	-
	
	-
	
	4,788
	
	8,783

	Related companies:
	
	
	
	
	
	
	
	
	

	
Modernform Group Public Company 
	
	Common shareholders
	
	
	
	
	
	
	

	

Limited
	
	and directors
	2,022
	
	1,184
	
	1,982
	
	774

	
Modernform Tower Company Limited
	
	Common shareholders 
	
	
	
	
	
	
	

	
	
	and directors
	278
	
	171
	
	165
	
	171

	
Motif Technology Company Limited
	
	Common shareholders
	-
	
	6,484
	
	-
	
	6,484

	
	
	
	2,300
	
	7,839
	
	7,351
	
	19,287
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Movements of short-term loans to subsidiaries for the six-month periods ended June 30, 2008 are as follows:

	
	In Thousand Baht

	
	As at December 
31, 2007
	
	Additional 

during periods
	
	Repayment

during periods
	
	As at June 

30, 2008
	
	Type of loans
	
	Due date
	
	Interest rate

	Short-term loans to subsidiaries
	
	
	
	
	
	
	
	
	
	
	
	
	

	
Promptnow Company Limited
	3,900
	
	3,200
	
	-
	
	7,100
	
	Promissory note
	
	At call
	
	MOR per year

	
4Bizinet Company Limited
	2,500
	
	-
	
	-
	
	2,500
	
	Promissory note
	
	At call
	
	MOR per year

	
  Advance Intelligence Modernity
	
	
	
	
	
	
	
	
	
	
	
	
	

	

  Company Limited
	2,900
	
	1,600
	
	-
	
	4,500
	
	Promissory note
	
	At call
	
	MOR per year

	Short-term loans between subsidiaries
	
	
	
	
	
	
	
	
	
	
	
	
	

	
Modernform Integration 
	
	
	
	
	
	
	
	
	
	
	
	
	

	
   Services Co., Ltd. loans to
	
	
	
	
	
	
	
	
	
	
	
	
	

	
   SkyBlitz (1995) Co., Ltd.
	5,000
	
	80
	
	200
	
	4,880
	
	Promissory note
	
	 At call
	
	MOR per year



Guarantee obligations with related parties               

The Company has guarantee obligations from providing guarantee to its related company as described in Note 23.4.

5.
CASH AND CASH EQUIVALENTS
	
	In Thousand Baht

	
	Consolidated
	
	The Company Only

	
	As at June 

30, 2008
	
	As at December 31,2007
	
	As at June 

30, 2008
	
	As at December 31,2007

	Cash in hand
	168
	
	175
	
	110
	
	100

	Cash at bank - current accounts
	14
	
	72
	
	-
	
	21

	Cash at bank - savings accounts 
	24,902
	
	47,630
	
	19,111
	
	42,598

	

Total
	25,084
	
	47,877
	
	19,221
	
	42,719




Savings accounts carry interest at the floating rates which are set by the bank.

6.
TRADE ACCOUNTS RECEIVABLE - NET



The aging of outstanding trade accounts receivable balance as at June 30, 2008 and December 31, 2007 based on due date, is as follows: 

	
	In  Thousand Baht

	
	Consolidated
	
	The Company Only

	
	As at June 

30, 2008
	
	As at December 
31, 2007
	
	As at June 

30, 2008
	
	As at December 
31, 2007

	Net yet due
	233,821
	
	432,623
	
	177,145
	
	363,386

	Over due
	
	
	
	
	
	
	

	   Less than 3 months
	148,048
	
	138,183
	
	110,751
	
	120,725

	   3 - 6 months
	49,921
	
	52,786
	
	45,158
	
	51,483

	   6 - 12 months
	20,895
	
	1,376
	
	20,060
	
	1,310

	   More than 12 months
	2,778
	
	2,555
	
	1,405
	
	1,057

	   Back to back basis
	8,362
	
	10,811
	
	-
	
	-

	Total
	463,825
	
	638,334
	
	354,519
	
	537,961

	Less: Allowance for doubtful accounts
	(1,545)
	
	(1,545)
	
	-
	
	-

	Trade accounts receivable - net
	462,280
	
	636,789
	
	354,519
	
	537,961
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As of June 30, 2008 and December 31, 2007, allowance for doubtful debts has the following movements :
	
	In  Thousand Baht

	
	Consolidated
	
	The Company Only

	
	As at 
June 30, 2008 
(for the six-month period)
	
	As at
 December 
31, 2007 
(for the year)
	
	As at 
June 30, 2008 
(for the six-month period)
	
	As at
 December 
31, 2007 
(for the year)

	Allowance for doubtful debts - beginning
	(1,545)
	
	(1,455)
	
	              -
	
	              -

	     Add  Reserve within period
	              -
	
	(444)
	
	              -
	
	              -

	     Less  Receivable within period
	              -
	
	         354
	
	              -
	
	              -

	Allowance for doubtful debts - ending
	(1,545)
	
	(1,545)
	
	              -
	
	              -


The Company gives its general customers a credit term ranging 30-90 days and 30 days for the subsidiary companies.
The subsidiary gives its general customers a credit term of 30 days.

As at June 30, 2008 and December 31, 2007, a subsidiary company has accounts receivable due for full payment when clients receive cash from the hiring party (Back to Back). These are 3 and 4 trade accounts receivable, respectively, arising from the revenues on sales, design service and software development in a project which had disbursement delay. The management believes there is no risk in the collection of accounts receivable above.  
7.
COST OF WORKS PENDING INSTALLATION - NET
	
	
	In Thousand Baht

	
	
	Consolidated
	
	The Company Only

	
	
	As at June

30, 2008
	
	As at December

31, 2007
	
	As at June

30, 2008
	
	As at December

31, 2007

	Finished goods
	
	244,760
	
	296,924
	
	220,997
	
	277,042

	Goods in transit
	
	35,015
	
	6,009
	
	34,381
	
	6,006

	Less: Allowance for obsoleted stock
	
	(548)
	
	      (548)
	
	-
	
	-

	Total
	
	279,227
	
	302,385
	
	255,378
	
	283,048
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8.
DEFERRED PROGRAM DEVELOPMENT COSTS - NET
	
	In Thousand Baht

	
	Consolidated
	
	The Company Only

	
	As at June

30, 2008
	
	As at December

31, 2007
	
	As at June

30, 2008
	
	As at December

31, 2007

	Program development costs - net
	
	
	
	
	
	
	

	
Work in process of services agreement 
	659
	
	1,544
	
	-
	
	-

	
Work in process of program development game
	8,852
	
	5,589
	
	-
	
	-

	
Game download program development
	1,963
	
	2,356
	
	-
	
	-

	
Program development
	548
	
	767
	
	-
	
	-

	
	12,022
	
	10,256
	
	-
	
	-


	
	In Thousand Baht

	
	Consolidated
	
	The Company Only

	
	As at June

30, 2008
	
	As at December

31, 2007
	
	As at June

30, 2008
	
	As at December

31, 2007

	Deferred program development costs - Beginning
	10,256
	
	10,561
	
	-
	
	1,070

	Increase during the period
	2,998
	
	4,606
	
	-
	
	-

	Less: Amortization 
	(1,232)
	
	(4,911)
	
	-
	
	(1,070)

	Deferred program development costs - Ending
	12,022
	
	10,256
	
	-
	
	-


9.
PLEDGED DEPOSITS AT FINANCIAL INSTITUTIONS

As at June 30, 2008 and December 31, 2007, fixed deposits at financial institutions of the subsidiaries amount of Baht 1.93 million and Baht 1.32 million, respectively, had been pledged with the banks to secure the overdraft facilities, short-term loans, trust receipts and the issuance of letters of guarantee provided by the bank. (see Note 23.1)
10.
INVESTMENTS  IN SUBSIDIARIES 

Investments in subsidiaries were as follows: 

	In Thousand Baht

	
	
	Paid up capital
	
	Value of investment under
	
	The Company Only

	Company's name
	
	 (Million Baht)
	
	the equity method
	
	Cost method

	
	
	
	As at June

30, 2008
	
	As at December

31, 2007
	
	As at June

30, 2008
	
	As at December

31, 2007

	Promptnow Company Limited
	7.5
	
	-
	
	-
	
	4,500
	
	4,500

	4Bizinet Company Limited
	30.0
	
	-
	
	-
	
	15,300
	
	15,300

	Advance Intelligence Modernity Company Limited
	3.0
	
	-
	
	-
	
	1,530
	
	1,530

	Modernform Integration Services Company Limited
	64.1
	
	78,892
	
	72,502
	
	96,050
	
	96,050

	   Total 
	
	
	78,892
	
	72,502
	
	117,380
	
	117,380

	Less :
Loss from impairment of investment in subsidiary 
	
	
	
	
	
	
	
	
	

	         
companies
	
	
	
	
	
	
	(46,825)
	
	(45,436)

	 
Net
	
	
	
	
	
	
	70,555
	
	71,944

	Reserve for capital deficiency loss from investment in 
	
	
	
	
	
	

	
subsidiary companies
	
	
	
	
	
	
	
	
	

	   
4Bizinet Company Limited
	
	
	
	
	
	
	16,006
	
	13,013

	   
Advance Intelligence Modernity Company Limited 
	
	
	
	
	
	
	1,962
	
	571

	   
Promptnow Company Limited 
	
	
	
	
	
	
	2,716
	
	-

	
	
	
	
	
	
	
	20,684
	
	13,584

	Presented as : Allowance for doubtful accounts (Note 4)
	
	
	
	
	
	
	
	
	

	   
4Bizinet Company Limited
	
	
	
	
	
	
	(2,500)
	
	(2,500)

	   
Advance Intelligence Modernity Company Limited 
	
	
	
	
	
	
	(1,962)
	
	(571)

	   
Promptnow Company Limited 
	
	
	
	
	
	
	(2,716)
	
	-

	
	
	
	
	
	
	
	(7,178)
	
	(3,071)

	
	
	
	
	
	
	
	13,506
	
	10,513
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Changes in excess of cost of investments over net book value of the subsidiaries as included in the 
consolidated financial statements are summarized as follows:

	
	In Thousand Baht

	
	Consolidated

	
	For the six-month periods June 30, 2008
	
	For the year ended December 31, 2007

	Balance as at beginning
	11,529
	
	16,300

	Less : Amortization during the period
	-
	
	(4,771)

	Less : Allowance for impairment of investment
	-
	
	-

	Balance as at ending
	11,529
	
	11,529


Amortization of excess of cost of investments over net book value of the subsidiaries is included as part of administrative expenses in the statement of income for the year 2007. Since the year 2008, Accounting Standard No. 43 “Business Combinations” requires the Company to stop recognizing goodwill as amortization expense and to consider impairment loss instead.
11.
LEASEHOLD IMPROVEMENTS AND EQUIPMENT - NET 

	
	In Thousand Baht

	
	Consolidated

	
	Leasehold
	
	Office
	
	Tools and
	
	Motor
	
	Construction
	
	

	
	improvements
	
	furniture
	
	office
	
	vehicles
	
	in progress
	
	Total

	
	
	
	
	
	equipment
	
	
	
	
	
	

	At cost:
	
	
	
	
	
	
	
	
	
	
	

	   31 December 2007
	22,871
	
	89,335
	
	101,936
	
	14,468
	
	-
	
	228,610

	   Acquisitions 
	69
	
	6,071
	
	1,093
	
	1,590
	
	-
	
	8,823

	   Disposals 
	(378)
	
	(986)
	
	(64)
	
	(860)
	
	-
	
	(2,288)

	   Transfer in (out)
	-
	
	-
	
	-
	
	-
	
	-
	
	-

	   30 June  2008
	22,562
	
	94,420
	
	102,965
	
	15,198
	
	-
	
	235,145


	Accumulated depreciation:
	
	
	
	
	
	
	
	
	
	
	

	   31 December 2007
	16,590
	
	63,201
	
	81,127
	
	11,284
	
	-
	
	172,202

	   Depreciation for the period
	1,314
	
	5,489
	
	4,277
	
	1,100
	
	-
	
	12,180

	   Depreciation for disposals 
	(309)
	
	(802)
	
	(57)
	
	(597)
	
	-
	
	(1,765)

	   Transfer in (out)
	-
	
	-
	
	-
	
	-
	
	-
	
	-

	   30 June  2008
	17,595
	
	67,888
	
	85,347
	
	11,787
	
	-
	
	182,617

	Net book value:
	
	
	
	
	
	
	
	
	
	
	

	   31 December 2007
	6,281
	
	26,134
	
	20,809
	
	3,184
	
	-
	
	56,408

	   30 June  2008
	4,967
	
	26,532
	
	17,618
	
	3,411
	
	-
	
	52,528




As at June 30, 2008 and December 31, 2007, certain equipment of the Company and its subsidiaries has been fully depreciated but still in use. The costs of those assets amounted to approximately Baht 87.5 million and Baht 78 million, respectively.
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	In Thousand Baht

	
	The Company Only

	
	Leasehold
	
	Office
	
	Tools and
	
	Motor
	
	Construction
	
	

	
	improvements
	
	furniture
	
	office
	
	vehicles
	
	in progress
	
	Total

	
	
	
	
	
	equipment
	
	
	
	
	
	

	At cost:
	
	
	
	
	
	
	
	
	
	
	

	   31 December 2007
	17,767
	
	80,252
	
	88,212
	
	8,535
	
	-
	
	194,766

	   Acquisitions 
	69
	
	5,943
	
	1,013
	
	1,590
	
	-
	
	8,615

	   Disposals 
	-
	
	(465)
	
	(32)
	
	(860)
	
	-
	
	(1,357)

	   Transfer in (out)
	-
	
	-
	
	-
	
	-
	
	-
	
	-

	   30 June  2008
	17,836
	
	85,730
	
	89,193
	
	9,265
	
	-
	
	202,024


	Accumulated depreciation:
	
	
	
	
	
	
	
	
	
	
	

	   31 December 2007
	13,145
	
	57,552
	
	69,521
	
	5,679
	
	-
	
	145,897

	   Depreciation for the periods
	1,139
	
	5,047
	
	3,739
	
	860
	
	-
	
	10,785

	   Depreciation for disposals 
	-
	
	(400)
	
	(30)
	
	(597)
	
	-
	
	(1,027)

	   Transfer in (out)
	-
	
	-
	
	-
	
	-
	
	-
	
	-

	   30 June  2008
	14,284
	
	62,199
	
	73,230
	
	5,942
	
	-
	
	155,655

	Net book value:
	
	
	
	
	
	
	
	
	
	
	

	   31 December 2007
	4,622
	
	22,700
	
	18,691
	
	2,856
	
	-
	
	48,869

	   30 June  2008
	3,552
	
	23,531
	
	15,963
	
	3,323
	
	-
	
	46,369


	
	In Thousand Baht

	
	Consolidated
	
	The Company Only

	
	For the three-month
	
	For the three-month

	
	periods ended June 30,
	
	periods ended June 30,

	
	2008
	
	2007
	
	2008
	
	2007

	Depreciation charged to the income statement
	
	
	
	
	
	
	

	
Cost of sales and services
	3,156
	
	3,512
	
	3,081
	
	3,410

	
Selling and administrative expenses
	2,907
	
	3,772
	
	2,328
	
	2,767

	

Total
	6,063
	
	7,284
	
	5,409
	
	6,177


	
	In Thousand Baht

	
	Consolidated
	
	The Company Only

	
	For the six-month
	
	For the six-month

	
	periods ended June 30,
	
	periods ended June 30,

	
	2008
	
	2007
	
	2008
	
	2007

	Depreciation charged to the income statement
	
	
	
	
	
	
	

	
Cost of sales and services
	6,231
	
	6,823
	
	6,087
	
	6,649

	
Selling and administrative expenses
	5,949
	
	7,389
	
	4,698
	
	5,287

	

Total
	12,180
	
	14,212
	
	10,785
	
	11,936




As at June 30, 2008 and December 31, 2007, certain equipment of the Company has been fully depreciated but still in use. The costs of those assets amounted to approximately 
Baht 67.01 million and Baht 58.1 million, respectively.
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12.  
INTANGIBLE ASSETS-NET

 

	
	In Thousand Baht

	
	Consolidated
	
	The Company Only

	Computer software :
	
	
	

	Cost - 31 December 2007
	7,549
	
	5,044

	Acquisitions
	10,465
	
	10,115

	Less: Accumulated amortization
	(7,303)
	
	(4,965)

	Net - 30 June 2008
	10,711
	
	10,194


	
	In Thousand Baht

	
	Consolidated
	
	The Company Only

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

	
	2008
	
	2007
	
	2008
	
	2007

	Amortization charged to the income statement 
	
	
	
	
	
	
	

	
Selling and administrative expenses
	664
	
	206
	
	616
	
	167

	

Total
	664
	
	206
	
	616
	
	167


	
	In Thousand Baht

	
	Consolidated
	
	The Company Only

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

	
	2008
	
	2007
	
	2008
	
	2007

	Amortization charged to the income statement 
	
	
	
	
	
	
	

	
Selling and administrative expenses
	1,146
	
	407
	
	1,057
	
	331

	

Total
	1,146
	
	407
	
	1,057
	
	331
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13.
BANK OVERDRAFTS AND SHORT-TERM LOANS FROM FINANCIAL INSTITUTIONS/TRUST RECEIPTS

	
	
	
	In Thousand Baht

	
	
	
	Consolidated
	
	The Company Only

	
	Interest rate 

(percent per annum)
	
	As at 
June 

30, 2008
	
	As at December 31, 2007
	
	As at 
June 

30, 2008
	
	As at December 31, 2007

	Bank overdrafts
	7.125 - 8.25
	
	72,466
	
	50,345
	
	15,081
	
	4,837

	Short-term loans from financial institutions 
	4.25 - 7.5
	
	197,000
	
	123,000
	
	177,000
	
	102,000

	
	
	
	269,466
	
	173,345
	
	192,081
	
	106,837

	Trust receipts
	5.0 - 7.5
	
	58,743
	
	112,541
	
	58,743
	
	112,541




As at June 30, 2008, the Company and subsidiaries had credit lines from bank overdrafts, short-term loans from financial institutions and trust receipts as follows:-
	
	Financial institutions
	
	Credit line

(Million Baht)
	
	Rate
	
	Guarantee

	Bank Overdraft
	
	
	
	
	
	
	

	   The parent company
	5
	
	85
	
	MOR per annum
	
	Free of mortgage

	   The subsidiary company
	8
	
	72
	
	MOR per annum
	
	By the subsidiary’s fixed account,  by the parent 
company and by director

	Short-term loans from financial                       
	
	
	
	
	
	
	

	  institutions and trust receipts 
	
	
	
	
	
	
	

	   The parent company
	4
	
	     1,330
	
	MLR - 1 to MLR-1.45 per annum 

Market rate per annum
	
	Free of mortgage

	   The subsidiary company
	2
	
	65
	
	MLR,MLR-1
per annum
	
	By the subsidiary’s fixed account,  by the parent company and by director



The Company and its subsidiaries have to comply with the covenants and adhere to the terms under the bank overdraft and short-term loan agreements, such as not to default on loan payments, not to transfer right or entitlement, not to change type of business unless prior approval is obtained from the lender, not to change the management structure and to name the lender as the beneficiary of the asset protection insurance.     
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14.
LIABILITIES UNDER FINANCIAL LEASE AGREEMENT 



As at June 30, 2008, liabilities under financial lease agreement were leasing of motor vehicles under 1 agreement. The payment details are follows :-
	
	Consolidated (In Thousand Baht)

	
	June 30, 2008
	
	December 31, 2007

	
	Principal
	
	Interest
	
	Payments
	
	Principal
	
	Interest
	
	Payments

	Within one year
	310
	
	72
	
	382
	
	-
	
	-
	
	-

	After one year but
	
	
	
	
	
	
	
	
	
	
	

	   within five years
	1,199
	
	89
	
	1,288
	
	-
	
	-
	
	-

	Total
	1,509
	
	161
	
	1,670
	
	-
	
	-
	
	-


	
	The Company Only (In Thousand Baht)

	
	June 30, 2008
	
	December 31, 2007

	
	Principal
	
	Interest
	
	Payments
	
	Principal
	
	Interest
	
	Payments

	Within one year
	310
	
	72
	
	382
	
	-
	
	-
	
	-

	After one year but
	
	
	
	
	
	
	
	
	
	
	

	   within five years
	1,199
	
	89
	
	1,288
	
	-
	
	-
	
	-

	Total
	1,509
	
	161
	
	1,670
	
	-
	
	-
	
	-




As at June 30, 2008, the Company has 1 outstanding financial lease agreement to purchase motor vehicles from a local leasing company in the total lease amount of Baht 1,650,291.44 (Non VAT), with a term of payment in 48 months, and repayable in monthly at Baht 29,737.38 (Non VAT).



Under the terms of the lease agreement referred to above, the Company shall have the right to purchase the assets at Baht 222,897.20 (Non VAT) upon the expiry of the lease agreement and the Company shall have to comply with certain conditions and restrictions as specified in the lease agreement.



Liabilities under financial lease agreement for the portion due within one year were shown under “current liabilities” in the balance sheet.

15.
WARRANTS


At the Annual General Meeting of the shareholders, held on 20 April 2007, the shareholders had unanimously passed the following resolutions:

1.
Adopt the resolution of the Annual General Shareholders’ Meeting No. 1/2005 by approving the issuance of 10,000,000 warrants to be offered to directors, management (non director) and employees of the Company and its subsidiaries under ESOP No. 1 with adjustment on project’s details and approving the allocation of capital increase shares 10,000,000 shares as consented by the Annual General Shareholders’ Meeting No. 1/2005 to support the warrants above.

2.
Approve the issuance of 54,250,000 units of warrants to be offered to the existing shareholders whose names appear in the share register book on the book closure date, which will be determined after obtaining approval from the Securities and Exchange Commission at a ratio of 4 existing shares per 1 warrant.
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At the Board of Directors’ meeting No. 4/2007 of MFEC Public Company Limited, held on September 7, 2007, the following resolutions were reached.

1. The Company has already obtained SEC approval to issue warrants to the existing shareholders and directors, management (non - director) and employees of the Company and its subsidiaries on August 8, 2007.

2. To approve the issue of Warrants to Purchase as follows:-
	Warrant
	
	Issued to
	
	Number of warrants issued
	
	Exercise price

per 1 ordinary 
	
	Exercise ratio
	
	Period of warrant

	Issuance of warrant on August 8, 2007
	
	
	
	
	
	
	
	
	
	

	
ESOP No.1
	
	Existing director management

 (non - director) 

and employees of

 the Company and

 its subsidiary
	
	10,000,000
	
	Baht 2 per share
	
	1 : 1
	
	3 years

	
MFEC-W1
	
	Shareholders
	
	54,250,000
	
	Baht 3 per share
	
	1 : 1
	
	3 years


	Offering price 
	:
	Baht 0.00 per unit 

	Exercise period
	:
	The 1st exercise will begin on February 29, 2008 and the last exercise is on September 23, 2010. 

	Offering period
	:
	Within 1 year after obtaining approval from SEC to issue and offer to sell warrants. 




The Company adjusted the exercise ratio and the exercise price in accordance with the resolution of the Annual General Shareholders’ Meeting passed on 21 April 2008 as follows:-

	Warrant 
	
	Adjusted items
	
	Old
	
	New
	
	Remark

	ESOP No. 1
	
	Exercise ratio
	
	1 warrant to purchase 1 new ordinary share
	
	1 warrant to purchase 1.011 new ordinary shares
	
	Resulting from dividend pay out at 85% which exceeded 80% of the net profit after tax that in turn affecting price and exercise ratio. 

	
	
	Exercise price
	
	Baht 2 per share
	
	Baht 1.979 per share
	
	

	
	
	
	
	
	
	
	
	

	MFEC - W1
	
	Exercise ratio
	
	1 warrant to purchase 1 new ordinary share
	
	1 warrant to purchase 1.011 new ordinary shares
	
	Resulting from dividend pay out at 85% which exceeded 80% of the net profit after tax that in turn affecting price and exercise ratio. 

	
	
	Exercise price
	
	Baht 3 per share
	
	Baht 2.968 per share
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Movements of  the Company’s warrants during the periods are as follows :-
	
	Thousand units

	Warrant
	
	Number of warrants outstanding as at 

December 31, 2007
	
	Number of warrants exercised during

 the period
	
	Number of warrants expired during 

the period
	
	Number of warrants outstanding as at 

June 30, 2008

	ESOP No. 1
	
	10,000
	
	(863)
	
	-
	
	9,137

	MFEC-W1
	
	54,248
	
	(16,348)
	
	-
	
	37,900

	
	
	64,248
	
	(17,211)
	
	-
	
	47,037


16.
SHARE CAPITAL

        
At the Annual General Meeting of the shareholders held on 20 April 2007, the shareholders had unanimously passed the resolution for share capital increase from Baht 227,000,000 to Baht 281,250,000 with 281,250,000 common shares by issuing new 54,250,000 common shares at a par value of Baht 1 per share to support the exercise of warrants issued to existing shareholders. The Company had already registered with the Department of Business Development, Ministry of Commerce on April 30, 2007.

At the Annul General Meeting of the Shareholders held on 21 April 2008, the shareholders had unanimously approved to increase the share capital in order to support the exercise of warrants conversion by the existing shareholders, directors, management (non - directors) and employees of the Company and its subsidiaries from Baht 281,250,000 to Baht 281,850,000, totaling 281,850,000 shares by the issuance of 600,000 new common shares at a par value of Baht 1 per share. 

Reconciliation in the number of ordinary shares
	
	In Thousand shares

	
	Consolidated
	
	The Company Only

	
	As at June

30, 2008
(for the six-month period)
	
	As at December

31, 2007
(for the year)
	
	As at June

30, 2008
(for the six-month period)
	
	As at December

31, 2007
(for the year)

	Registered ordinary shares 
	
	
	
	
	
	
	

	Number of ordinary shares at the beginning
	
	
	
	
	
	
	

	
of the periods

	281,250
	
	227,000
	
	281,250
	
	227,000

	Increase in number of ordinary shares due to 
	
	
	
	
	
	
	

	
reserve for exercise of warrants
	-
	
	54,250
	
	-
	
	54,250

	Number of ordinary shares at the end of the 
	
	
	
	
	
	
	

	
periods
	281,250
	
	281,250
	
	281,250
	
	281,250

	Issued and paid-up share capital
	
	
	
	
	
	
	

	Number of ordinary shares at the beginning
	
	
	
	
	
	
	

	
of the periods
	217,000
	
	217,000
	
	217,000
	
	217,000

	Increase in number of ordinary shares due to 
	
	
	
	
	
	
	

	
exercise of warrants
	17,211
	
	-
	
	17,211
	
	-

	Number of ordinary shares at the end of the
	
	
	
	
	
	
	

	
periods
	234,211
	
	217,000
	
	234,211
	
	217,000
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The warrants exercised into ordinary shares was registered with the Department of Business 
Development, Ministry of Commerce, on March 11, 2008.


The unpaid registered ordinary shares that were reserved for the exercise of warrants to purchase 
ordinary shares are mentioned in Note 15.

17.
STATUTORY RESERVE


Pursuant to Section 116 of the Public Limited Companies Act B.E. 2535, the Company is required to set aside as statutory reserve at least 5 percent of its net income after deducting accumulated deficit brought forward, (if any), until the reserve reaches 10 percent of the registered capital.  The statutory reserve is not available for dividend distribution.
18.
PROMOTIONAL PRIVILEGES



On 29 June 2005, the Company was granted the following tax privileges for its software business under the category of ENTERPRISE SOFTWARE and DIGITIAL CONTENT under the Investment Promotion Act B.E. 2520 issued by the Board of Investment as follows :-
-
Exemption from corporate income tax on net profit for a period of eight years commencing 
as from the date of first earning of operating income (January 2007 to December 2015).
-
Dividends paid from promoted operations which are exempted from corporate income tax are    in turn exempted from inclusion in the determination of income tax.
-
Exemption from import duty on machinery as approved by the Board of Investment. 
To be entitled to these rights and privileges, the Company must comply with the conditions specified in the promotional certificate.

On January 18, 2005, 4Bizinet Company Limited, a subsidiary company, was granted tax privileges for its software business under the category of ENTERPRISE SOFTWARE under the Investment Promotion Act B.E. 2520 issued by the Board of Investment as follows :-



-       Exemption from corporate income tax on net profit for a period of eight years commencing 

   
         as from the date of first earning of operating income (March 14, 2005 to December 14, 2013)


-
Dividends paid from promoted operations which are exempted from corporate income tax are in turn exempted from inclusion in the determination of income tax.



-
Exemption from import duty on machinery as approved by the Board of Investment. 


To be entitled to these rights and privileges, the Company and the subsidiaries must comply with the conditions specified in the promotional certificate.
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19.
EARNINGS PER SHARE


Basic earnings per share is calculated by dividing net profit for the period by the weighted average number of ordinary shares which are issued during the period and held by outside party.



Diluted earnings per share is computed by dividing net profit for the period by the aggregate amount of the weighted average number of ordinary shares issued during the period and the weighted average number of ordinary shares which the Company may have to issue for conversion of warrants to ordinary shares for the three-month and six-month periods ended June 30, 2008 and 2007 as follows :
	

	Consolidated
	
	The Company Only

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

	
	2008
	
	2007
	
	2008
	
	2007

	Net income for the period (Thousand Baht)
	
	
	
	
	
	
	

	Net profit attributable to equity holders of the parent 
	8,253
	
	35,942
	
	4,541
	
	30,322

	Weighted average number of ordinary
	
	
	
	
	
	
	

	  shares (Thousand shares)
	234,211
	
	217,000
	
	234,211
	
	217,000

	Weighted average number of ordinary shares under     

  warrants (Thousand shares) 
	
	
	
	
	
	
	

	- ESOP No.1
	9,138
	
	-
	
	9,138
	
	-

	- MFEC-W1 
	37,900
	
	-
	
	37,900
	
	-

	Number of ordinary shares that would have been issued
	
	
	
	
	
	
	

	   at fair value (Thousand shares)
	
	
	
	
	
	
	

	- ESOP No.1
	(3,451)
	
	-
	
	(3,451)
	
	-

	- MFEC-W1 
	(21,467)
	
	-
	
	(21,467)
	
	-

	Weighted average number of ordinary shares plus 
	
	
	
	
	
	
	

	effect of assumed conversion (Thousand shares)
	256,331
	
	217,000
	
	256,331
	
	217,000

	
	
	
	
	
	
	
	

	Basic earnings per share of the parent company (Baht per share)
	
	
	
	
	
	
	

	Net income 
	0.04
	
	0.17
	
	0.02
	
	0.14

	
	
	
	
	
	
	
	

	Diluted earnings per share of the parent company (Baht per share)
	
	
	
	
	
	
	

	Net income
	0.03
	
	-
	
	0.02
	
	-
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	Consolidated
	
	The Company Only

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

	
	2008
	
	2007
	
	2008
	
	2007

	Net income for the period (Thousand Baht)
	
	
	
	
	
	
	

	Net profit attributable to equity holders of the parent 
	39,389
	
	51,829
	
	31,760
	
	50,586

	Weighted average number of ordinary
	
	
	
	
	
	
	

	  shares (Thousand shares)
	228,632
	
	217,000
	
	228,632
	
	217,000

	Weighted average number of ordinary shares under     

  warrants (Thousand shares) 
	
	
	
	
	
	
	

	- ESOP No.1
	9,417
	
	-
	
	9,417
	
	-

	- MFEC-W1 
	43,200
	
	-
	
	43,200
	
	-

	Number of ordinary shares that would have been issued
	
	
	
	
	
	
	

	   at fair value (Thousand shares)
	
	
	-
	
	
	
	

	- ESOP No.1
	(3,556)
	
	-
	
	(3,556)
	
	-

	- MFEC-W1 
	(24,469)
	
	-
	
	(24,469)
	
	-

	Weighted average number of ordinary shares plus 
	
	
	
	
	
	
	

	effect of assumed conversion (Thousand shares)
	253,224
	
	217,000
	
	253,224
	
	217,000

	
	
	
	
	
	
	
	

	Basic earnings per share of the parent company (Baht per share)
	
	
	
	
	
	
	

	Net income 
	0.17
	
	0.24
	
	0.14
	
	0.23

	
	
	
	
	
	
	
	

	Diluted earnings per share of the parent company (Baht per share)
	
	
	
	
	
	
	

	Net income
	0.16
	
	-
	
	0.13
	
	-
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20. 
FINANCIAL INFORMATION BY SEGMENT



The business operations of the Company and its subsidiaries involve three principal segments which are mainly carried on in a single geographic area in Thailand. Business segment financial information for the three-month and six-month periods ended June 30, 2008 and 2007 are presented as follows: 

	
	 Million Baht

	
	Consolidated 

	
	for the three-month periods ended June 30

	
	System
	
	Trading
	
	Program
	
	Elimination 
	
	

	
	implementation
	
	computer
	
	development
	
	
	
	Total

	
	2008
	
	2007
	
	2008
	
	2007
	
	2008
	
	2007
	
	2008
	
	2007
	
	2008
	
	2007

	External revenue
	327
	
	369
	
	107
	
	80
	
	34
	
	88
	
	-
	
	-
	
	468
	
	537

	Inter-segment revenues
	1
	
	2
	
	-
	
	2
	
	-
	
	-
	
	(1)
	
	(4)
	
	-
	
	-

	Total revenues
	328
	
	371
	
	107
	
	82
	
	34
	
	88
	
	(1)
	
	(4)
	
	468
	
	537

	Segment income
	83
	
	92
	
	17
	
	20
	
	3
	
	19
	
	-
	
	-
	
	103
	
	131

	Unallocated income and expenses:
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
Other income
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	6
	
	9

	
Selling and  administrative expenses
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	(92)
	
	(84)

	
Interest expenses and financial expenses
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	(3)
	
	(5)

	
Corporate income tax
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	(5)
	
	(16)

	Net income
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	9
	
	35


	
	 Million Baht

	
	The Company Only 

	
	for the three-month periods ended June 30

	
	System
	
	Trading
	
	Program
	
	Elimination 
	
	

	
	implementation
	
	computer
	
	development
	
	
	
	Total

	
	2008
	
	2007
	
	2008
	
	2007
	
	2008
	
	2007
	
	2008
	
	2007
	
	2008
	
	2007

	External revenue
	315
	
	362
	
	-
	
	-
	
	33
	
	79
	
	-
	
	-
	
	348
	
	441

	Inter-segment revenues
	-
	
	-
	
	-
	
	-
	
	-
	
	-
	
	-
	
	-
	
	-
	
	-

	Total revenues
	315
	
	362
	
	-
	
	-
	
	33
	
	79
	
	-
	
	-
	
	348
	
	441

	Segment income
	79
	
	97
	
	-
	
	-
	
	2
	
	19
	
	-
	
	-
	
	81
	
	116

	Unallocated income and expenses:
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
Other income
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	5
	
	4

	
Selling and  administrative expenses
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	(76)
	
	(73)

	
Interest expenses and financial expenses
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	(1)
	
	(4)

	
Corporate income tax
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	(4)
	
	(13)

	Net income
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	5
	
	30
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	 Million Baht

	
	Consolidated

	
	for the six-month periods ended June 30

	
	System
	
	Trading
	
	Program
	
	Elimination 
	
	

	
	implementation
	
	computer
	
	development
	
	
	
	Total

	
	2008
	
	2007
	
	2008
	
	2007
	
	2008
	
	2007
	
	2008
	
	2007
	
	2008
	
	2007

	External revenue
	733
	
	778
	
	216
	
	163
	
	70
	
	125
	
	-
	
	-
	
	1,019
	
	1,066

	Inter-segment revenues
	3
	
	3
	
	1
	
	3
	
	1
	
	1
	
	(5)
	
	(7)
	
	-
	
	-

	Total revenues
	736
	
	781
	
	217
	
	166
	
	71
	
	126
	
	(5)
	
	(7)
	
	1,019
	
	1,066

	Segment income
	190
	
	170
	
	32
	
	36
	
	16
	
	26
	
	-
	
	-
	
	238
	
	232

	Unallocated income and expenses:
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
Other income
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	11
	
	12

	
Selling and  administrative expenses
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	(186)
	
	(166)

	
Interest expenses and financial expenses
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	(6)
	
	(8)

	
Corporate income tax
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	(17)
	
	(23)

	Net income
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	40
	
	47

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Leasehold improvements and equipment as at June 30,
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	53
	
	57

	Other assets
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	1,310
	
	1,368

	Total assets
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	1,363
	
	1,425


	
	 Million Baht

	
	The Company Only 

	
	for the six-month periods ended June 30

	
	System
	
	Trading
	
	Program
	
	Elimination 
	
	

	
	implementation
	
	computer
	
	development
	
	
	
	Total

	
	2008
	
	2007
	
	2008
	
	2007
	
	2008
	
	2007
	
	2008
	
	2007
	
	2008
	
	2007

	External revenue
	710
	
	766
	
	-
	
	-
	
	69
	
	109
	
	-
	
	-
	
	779
	
	875

	Inter-segment revenues
	-
	
	-
	
	-
	
	-
	
	-
	
	-
	
	-
	
	-
	
	-
	
	-

	Total revenues
	710
	
	766
	
	-
	
	-
	
	69
	
	109
	
	-
	
	-
	
	779
	
	875

	Segment income
	180
	
	177
	
	-
	
	-
	
	15
	
	25
	
	-
	
	-
	
	195
	
	202

	Unallocated income and expenses:
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
Other income
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	8
	
	6

	
Selling and  administrative expenses
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	(154)
	
	(132)

	
Interest expenses and financial expenses
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	(3)
	
	(5)

	
Corporate income tax
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	(14)
	
	(20)

	Net income
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	32
	
	51

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Leasehold improvements and equipment as at June 30,
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	46
	
	50

	Other assets
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	1,199
	
	1,292

	Total assets
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	1,245
	
	1,342



Transfer prices between business segments are as set out in Note 4 to the financial statements.
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21.
DIVIDENDS PAID


On 21 April 2008, the Annual General Meeting of the Company’s shareholders passed the following resolution:



The payment of a dividend to shareholders for the earnings of year 2007 in total of 234,111,338 shares at Baht 0.50 per share (Amounting Baht 117.11 million) will be paid on May 20, 2008.



 On 20 April 2007, the Annual General Meeting of the Company’s shareholders passed the following resolution:



The payment of a dividend to shareholders for the earnings of year 2006 in total of 217,000,000 shares at Baht 0.35 per share (Amounting Baht 75.95 million) will be paid on May 18, 2007. 
 
22.
PROVIDENT FUND



The Company, the subsidiaries and their 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, the subsidiaries and their 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 of employment in accordance with the rules of the provident fund. 


The Company and subsidiaries’s contributions for the three-month periods ended June 30, 2008 and 2007 amounted to 2.76 million and Baht 1.87 million, respectively, and for the six-month periods ended June 30,2008 and 2007 amounted to Bath  5.34 million and Baht  3.54 million, respectively.



The Company’s contributions for the three-month periods ended June 30, 2008 and 2007 amounted to Baht 2.60 million and Baht 1.66 million, respectively, and for the six-month periods ended June 30,2008 and 2007 amounted to Bath  5.04 million and Baht  3.14  million, respectively.
23.
COMMITMENTS AND CONTINGENT LIABILITIES


23.1
Bank guarantees



As at June 30, 2008, there were outstanding bank guarantees issued by the bank on behalf of the Company of Baht 257 million (December 31, 2007: Baht 261 million) and on behalf of the subsidiaries of Baht 13 million (December 31, 2007: Baht 10 million) in respect of certain performance obligations required in the normal course of business of the Company and its subsidiaries.



23.2
Commitments


a)
As at June 30, 2008, the Company and its subsidiaries had commitments in respect of office rental agreements. Future rental payments are as follows:

	
	Million Baht

	
	Consolidated
	
	The Company Only

	Payable within:
	
	
	

	       2008
	9.93
	
	6.99

	       2009
	9.11
	
	7.22

	       2010
	0.06
	
	0.06





Such amount includes commitment by the Company and its subsidiaries to the related company in the amount of Baht 10.49 million.    
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23.3
Credit card facility

As at June 30, 2008, the Company had a credit card facility of Baht 1,000,000 with a local bank for import of goods.

23.4
Guarantees

As at June 30, 2008, the Company had outstanding obligations in respect of guarantees 
on the subsidiaries’ credit facilities as follows: 
(Unit: Million Baht)

	
	
	credit line
	
	Letter of
	
	credit line

	
	
	Overdraft
	
	guarantee
	
	Short-term

	Subsidiaries
	
	
	
	
	
	loan

	4Bizinet Company Limited
	
	  9
	
	13
	
	20

	Modernform Integration Services Company Limited
	
	20
	
	-
	
	-

	Advance Intelligence Modernity Company Limited
	
	  3
	
	-
	
	-

	
	
	32
	
	13
	
	20


24.
FINANCIAL INSTRUMENTS

Financial risk management and policies



The Company and its subsidiaries’ financial instruments principally comprise cash and cash 
equivalents, trade accounts receivable, loans, bank overdrafts and short-term loans. The financial risks 
associated with these financial instruments and how they are managed are described below. 


Credit risk


The Company and its subsidiaries are exposed to credit risk primarily with respect to trade 
accounts receivable. The Company and its subsidiaries manage the risk by adopting appropriate credit 
control policies and procedures and therefore do not expect to incur material financial losses. In addition, 
the Company and its subsidiaries do not have high concentration of credit risk since they have a large 
customer base. The maximum exposure to credit risk is limited to the carrying amounts of receivables as 
stated in the balance sheet.

Interest rate risk


The exposure of the Company and its subsidiaries to interest rate risk relates primarily to their cash at banks, bank overdrafts and short-term loans from financial institutions.  However, since most of their financial assets and liabilities bear floating interest rates or fixed interest rates which are close to the market rate, the interest rate risk is expected to be minimal. 
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Significant financial assets and liabilities as at June 30, 2008 classified by type of interest rates are summarized as follows:

	
	
	(Unit: Thousand Baht)

	
	
	Consolidated

	
	
	Balance as at  June 30, 2008

	
	
	Floating
	
	Fixed 
	
	
	
	

	
	
	interest rate
	
	interest rate
	
	No interest
	
	Total

	Financial assets
	
	
	
	
	
	
	
	

	Cash and cash equivalents
	
	24,916
	
	-
	
	168
	
	25,084

	Pledged deposits at financial institutions
	
	-
	
	1,926
	
	-
	
	1,926

	Financial liabilities
	
	
	
	
	
	
	
	

	Bank overdrafts and short-term loans 
	
	
	
	
	
	
	
	

	   from financial institutions
	
	269,466
	
	-
	
	-
	
	269,466

	Trust receipts
	
	58,743
	
	-
	
	-
	
	58,743


	
	
	(Unit: Thousand Baht)

	
	
	The Company Only

	
	
	Balance as at June 30, 2008

	
	
	Floating
	
	Fixed 
	
	
	
	

	
	
	interest rate
	
	interest rate
	
	No interest
	
	Total

	Financial assets
	
	
	
	
	
	
	
	

	Cash and cash equivalents
	
	19,111
	
	-
	
	110
	
	19,221

	Short-term loans to subsidiaries
	
	6,922
	
	-
	
	-
	
	6,922

	Financial liabilities
	
	
	
	
	
	
	
	

	Bank overdrafts and short-term loans 
	
	192,081
	
	-
	
	-
	
	192,081

	   from financial institutions
	
	58,743
	
	-
	
	-
	
	58,743

	Trust receipts
	
	
	
	
	
	
	
	


    

 Foreign currency risk




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



As at June 30, 2008 and December 31, 2007, assets and liabilities denominated in foreign currency 
are as follows :- 
	
	
	Consolidated

	
	
	As at June 30, 2008
	
	As at December 31, 2007

	The value of foreign currency assets
- USD
	
	USD
	7.76 thousand
	
	USD
	27 thousand 

	




- SGD
	
	SGD
	0.40 thousand
	
	
	-

	The value of foreign currency liabilities - USD
	
	USD
	1,358 thousand
	
	USD
	1,265 thousand

	




- EUR
	
	EUR
	0.80 thousand
	
	EUR
	0.80 thousand

	




- SGD
	
	SGD
	0.20 thousand
	
	
	-


	
	
	The Company Only

	
	
	As at June 30, 2008
	
	As at December 31, 2007

	The value of foreign currency assets
- USD
	
	USD
	5.13 thousand
	
	USD
	24 thousand 

	




- SGD
	
	SGD
	0.40 thousand
	
	
	-

	The value of foreign currency liabilities - USD
	
	USD
	1,315 thousand
	
	USD
	1,238 thousand

	




- EUR
	
	EUR
	0.80 thousand
	
	EUR
	0.80 thousand



As at June 30, 2008, the Company and its subsidiaries have forward exchange contracts of USD 224 thousand with the exchange rates of Baht 33.28 to Baht 33.26 per USD 1, to be mature within 1 - 6 months.
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Fair value


A fair value is the amount for which an asset can be exchanged or a liability settled between 
knowledgeable, willing parties in an arm’s length transaction. The fair value is determined by reference to 
the latest market price or by using an appropriate valuation basis, depending on the nature of the instrument. 



Since the majority of the financial assets and liabilities of the Company and its subsidiaries are short-term in nature, their fair values are not expected to differ materially from the amounts presented in the balance sheet. 

25.
Corporate income tax


Corporate income tax of the Company is calculated from net income of the non-promoted activity after adding back certain expenses and allowances which are disallowable in tax computation at the rate of 25 percent from profit under Baht 300 million for a period of 5 years from 2004 to 2008. 



Corporate income tax of one subsidiary is calculated from net income of the non-promoted activity after adding back certain expenses and allowances which are disallowable in tax computation at the rate of 30 percent.

Corporate income tax of the other two subsidiaries is calculated based on the Revenue Code principle at 30 percent of net profit before income tax.    

Corporate income tax for one subsidiary is calculated based on the Revenue Code principle at 30 percent of net profit before income tax.  From January 1, 2008 onwards, a company or partnership with paid up capital less than Baht 5 million is given tax reduction to calculate tax at the following rates.     
	Profit before income tax expenses (Baht)
	Rate

	        1 - 150,000
	0 %

	        150,001 - 1,000,000
	15 %

	        1,000,001 - 3,000,000
	25 %

	        More than  3,000,000
	30 %


26.
THE NEWLY FINANCIAL STATEMENT REPORTING AND RECLASSIFYING FOR PRESENTATION OF FINANCIAL STATEMENT

26.1)

Since quarter 1 of 2008, the Company has applied the Thai Accounting Standard no. 35 (amended in 2007) “Presentation of financial statements” and no.25 (amended in 2007) “Cash flow statement” to the interim financial statements. Therefore, the formats of the presentations have been adjusted to conform to the accounting standards referred to above.


26.2)

Certain amounts in the financial statements for the year 2007 have been reclassified to conform to the current year’s presentation and classifications, with no effect on previously reported net income or shareholder’ equity.

27
AUTHORIZATION FOR ISSUE OF FINANCIAL STATEMENTS


These financial statements have been approved by the Company’s director on August 8, 2008.
