(Unaudited but reviewed)
MFEC Public Company Limited and its subsidiaries
Notes to consolidated interim financial statements
For the three-month periods ended 31 March 2021
1. General information
1.1	General information of the Company
MFEC Public Company Limited (“the Company”) is a public company incorporated and domiciled in Thailand. The Company is principally engaged in the sale of computers, computer systems, system implementation, provision of maintenance services, program development and provision of related services. The registered address of the Company is at 349 SJ Infinite One Business Complex, Vibhavadi-Rangsit Road, Chompol, Chatujak, Bangkok.
[bookmark: _GoBack]1.2	Coronavirus disease 2019 Pandemic
The Coronavirus disease 2019 pandemic is adversely impacting most businesses and industries. This situation may bring uncertainties and have an impact on the environment in which the group operates. The Group’s management has continuously monitored ongoing developments and assessed the financial impact in respect of the valuation of assets, provisions and contingent liabilities, and has used estimates and judgement in respect of various issues as the situation has evolved.
1.3	Basis for the preparation of interim financial statements
These interim financial statements are prepared in accordance with Thai Accounting Standard No. 34 Interim Financial Reporting, with the Company choosing to present condensed interim financial statements. However, the Company has presented the statements of financial position, comprehensive income, changes in shareholders’ equity, and cash flows in the same format as that used for the annual financial statements.
The interim financial statements are intended to provide information additional to that included in the latest annual financial statements. Accordingly, they focus on new activities, events and circumstances so as not to duplicate information previously reported. These interim financial statements should therefore be read in conjunction with the latest annual financial statements.
The interim financial statements in Thai language are the official statutory financial statements of the Company. The interim financial statements in English language have been translated from the Thai language financial statements.


1.4	Basis of consolidation
	These interim consolidated financial statements include the financial statements of MFEC Public Company Limited and its subsidiaries (hereinafter called as “the Group”) and have been prepared on the same basis as that applied for the consolidated financial statements for the year ended 31 December 2020. There have been changes in the composition of the Group, as disclosed in Note 6 to the financial statements.
[bookmark: _Hlk71553044]1.5	New financial reporting standards 
a)	Financial reporting standards that became effective in the current period 
During the period, the Group has adopted the revised financial reporting standards and interpretations which are effective for fiscal years beginning on or after 1 January 2021. These financial reporting standards were aimed at alignment with the corresponding International Financial Reporting Standards with most of the changes directed towards clarifying accounting treatment and providing accounting guidance for users of the standards.
The adoption of these financial reporting standards does not have any significant impact on the Group’s financial statements. 
b)	Financial reporting standards that will become effective for fiscal years beginning on or after 1 January 2022
The Federation of Accounting Professions issued amendments to Thai Financial Reporting Standard 16 Leases that provide temporary exemptions from the impact of interest rate benchmark reform for a lessee, provided that all specified conditions are to be met.
The management of the Group is currently evaluating the impact of these standards on the financial statements in the year when they are adopted.
[bookmark: _Hlk71552936]1.6	Significant accounting policies
The interim financial statements are prepared using the same accounting policies and methods of computation as were used for the financial statements for the year ended 31 December 2020. In the current period, the Group applied hedge accounting to certain derivative transactions.
In the case where the derivatives are designated as hedging instrument under cash flow hedge, the effective portion of the gain or loss on the hedging instrument is recognised in other comprehensive income in the cash flow hedge reserve, while any ineffective portion is recognised immediately in profit or loss. The cash flow hedge reserve is subsequently included in the initial cost of the hedged non-financial item.
2.	Related party transactions
During the periods, the Group had significant business transactions with related parties. Such transactions, which are summarised below, arose in the ordinary course of business and were concluded on commercial terms and bases agreed upon between the Company and those related parties.
	
	(Unit: Million Baht)

	
	For the three-month periods ended                       31 March
	

	
	Consolidated
	Separate
	

	
	financial statements
	financial statements
	Transfer pricing policy

	
	2021
	2020
	2021
	2020
	

	Transactions with subsidiaries
	
	
	
	

	(eliminated from the consolidated
   financial statements)
	
	

	Sales of goods and services
	-
	-
	1
	1
	Close to market price

	Purchase of goods and services
	-
	-
	30
	60
	As stipulated in agreement

	Transactions with associate
	
	
	
	

	Sales of goods and services
	49
	-
	49
	-
	As stipulated in agreement

	Purchase of goods and services
	5
	-
	5
	-
	As stipulated in agreement


The balances of the accounts as at 31 March 2021 and 31 December 2020 between the Company and those related parties are as follows: 
	
	(Unit: Thousand Baht)

	
	Consolidated                 financial statements
	Separate                            financial statements

	
	31 March 2021
	31 December
2020
	31 March 2021
	31 December
2020

	Amounts due from related parties
	
	
	

	Subsidiaries
	-
	-
	1,021
	917

	Associates
	7,970
	8,859
	7,970
	8,859

	Related parties
	-
	742
	-
	742

	Total amounts due from related parties
	7,970
	9,601
	8,991
	10,518

	Amounts due to related parties
	
	
	

	Subsidiaries
	-
	-
	40,066
	13,435

	Associates
	12,614
	6,304
	12,614
	6,304

	Total amounts due to related parties
	12,614
	6,304
	52,680
	19,739




Short-term and long-term loans to related parties
The balance of short-term and long-term loans between the Company and related parties as at 31 March 2021 and 31 December 2020 are as follows:
	
	(Unit: Thousand Baht)

	
	Consolidated financial statements/ Separate financial statements

	
	31 March
	31 December

	
	2021
	2020

	Short-term loans to related companies
	
	

	Associates
	
	

	Angstrom Solutions Company Limited
	10,000
	10,000

	Digital Savvy Company Limited
	500
	500

	Total
	10,500
	10,500

	Long-term loans to related companies
	
	

	Associate
	
	
	

	Angstrom Solutions Company Limited
	5,300
	5,300

	Total
	5,300
	5,300


Directors and management’s benefits
During the three-month periods ended 31 March 2021 and 2020, the Group had employee benefit expenses payable to their directors and management as below.
 (Unit: Thousand Baht)
	
	For the three-month periods ended 31 March

	
	Consolidated                     financial statements
	Separate
financial statements

	
	2021
	2020
	2021
	2020

	Short-term employee benefits
	21,524
	17,531
	14,008
	11,142

	Post-employment benefits
	617
	527
	356
	334

	Total
	22,141
	18,058
	14,364
	11,476




3.	Trade and other receivables
(Unit: Thousand Baht)
	
	Consolidated                         financial statements
	Separate                            financial statements

	
	31 March 2021
	31 December
2020
	31 March 2021
	31 December
2020

	Trade receivables - unrelated parties
	
	
	
	

	Aged on the basis of due dates
	
	
	
	

	Not yet due
	385,067
	1,096,436
	343,523
	1,059,103

	Past due
	
	
	
	

	Up to 3 months
	542,741
	456,390
	524,393
	446,422

	3 - 6 months
	9,757
	22,842
	9,655
	22,818

	6 - 12 months
	20,074
	22,914
	20,051
	21,752

	Over 12 months
	276,562
	267,204
	251,101
	242,288

	Back to back basis
	2,073
	2,073
	2,073
	2,073

	Total
	1,236,274
	1,867,859
	1,150,796
	1,794,456

	Less: Allowance for expected credit losses
	(33,273)
	(33,273)
	(32,973)
	(32,973)

	Total trade receivables - unrelated                parties, net
	1,203,001
	1,834,586
	1,117,823
	1,761,483

	Other receivables - unrelated parties
	
	
	
	

	Receivable from Revenue Department
	142,528
	109,137
	134,831
	101,817

	Other receivables
	35,122
	34,828
	31,747
	31,452

	Total
	177,650
	143,965
	166,578
	133,269

	Less: Allowance for expected credit losses
	(27,949)
	(27,979)
	(24,843)
	(24,873)

	Total other receivables - unrelated parties, net
	149,701
	115,986
	141,735
	108,396

	Total trade and other receivables - net
	1,352,702
	1,950,572
	1,259,558
	1,869,879


4.	Unbilled receivables
	(Unit: Thousand Baht)

	
	Consolidated                         financial statements
	Separate                            financial statements

	
	31 March 2021
	31 December
2020
	31 March 2021
	31 December
2020

	Unbilled receivables
	833,458
	742,680
	784,222
	709,462

	Less: Allowance for expected credit losses
	(17,109)
	(17,109)
	(5,209)
	(5,209)

	Total unbilled receivables - net
	816,349
	725,571
	779,013
	704,253




5.	Cost of work in process
(Unit: Thousand Baht)
	
	Consolidated                         financial statements
	Separate                            financial statements

	
	31 March 2021
	31 December
2020
	31 March 2021
	31 December
2020

	Finished goods
	11,430
	20,176
	10,900
	11,572

	Work in process
	197,946
	417,992
	170,817
	389,566

	Goods in transit
	875
	2,343
	875
	2,343

	Total
	210,251
	440,511
	182,592
	403,481

	Less: Allowance for diminution in value
	(7,056)
	(7,056)
	(7,056)
	(7,056)

	Cost of work in process - net
	203,195
	433,455
	175,536
	396,425


6.	Investments in subsidiaries
			
	(Unit: Thousand Baht)

	
	Separate                            financial statements

	Net book value under cost method - net as at 1 January 2021
	431,148

	Acquisition of investment in subsidiary during the period
	5,000

	Net book value under cost method - net as at 31 March 2021
	436,148


During the period, the Company invested in Venture Lab Co., Ltd. (Subsidiary) which was incorporated on 11 January 2021 to engage in research and development of new products and services, with the registered capital of Baht 5 million, consisted of 50,000 ordinary shares with a par value of Baht 100 per share. The Company has invested in 99.99% of registered share capital of the new subsidiary amounting to Baht 5 million, and the Company made full payment for the shares.
7.	Investments in associates
7.1	Separate financial statements - investments in associates
During the current period, there were no changes in the investments in associates. However, the Company is in the process of completing the fair value measurement of the identifiable assets acquired and liabilities assumed as at the acquisition date of I Two Enterprise Co., Ltd., as disclosed in Note 17 to the financial statements for the year ended 31 December 2020.


7.2	Consolidated financial statements - investments in associates
		(Unit: Thousand Baht)

	Net book value under equity method - net as at 1 January 2021
	171,210

	Share of profit for the period
	3,259

	Net book value under equity method - net as at 31 March 2021
	174,469


	During the three-month periods ended 31 March 2021 and 2020, the Company recognised its share of profit (loss) from investments in associates as follows:
	
	(Unit: Thousand Baht)

	Company’s name
	Consolidated financial statements

	
	2021
	2020

	Angstrom Solutions Company Limited
	46
	(113)

	Promptnow Company Limited
	(1,147)
	1,739

	Fanster Media Company Limited
	(145)
	(273)

	Digital Savvy Company Limited
	(499)
	(664)

	I Two Enterprise Co., Ltd.
	5,004
	-

	
	3,259
	689


8.	Building improvements and equipment
	Movements of building improvements and equipment for the three-month period ended                    31 March 2021 are summarised below.
	
	(Unit: Thousand Baht)

	
	Consolidated financial statements
	Separate     financial statements

	Net book value as at 1 January 2021
	76,552
	54,998

	Additions during the period - cost
	13,499
	10,973

	Disposal/write-off during the period -                 net book value at disposal/write-off date
	
(510)
	
(509)

	Depreciation for the period
	(8,757)
	(7,374)

	Net book value as at 31 March 2021
	80,784
	58,088




9.	Right-of-use assets
	Movements of right-of-use assets for the three-month period ended 31 March 2021 are summarised below.
	
	(Unit: Thousand Baht)

	
	Consolidated financial statements
	Separate     financial statements

	Net book value as at 1 January 2021
	101,595
	75,788

	Depreciation for the period
	(9,263)
	(5,356)

	Net book value as at 31 March 2021
	92,332
	70,432


10.	Short-term loans from financial institutions
	
	(Unit: Thousand Baht)

	
	
	Consolidated                                       financial statements

	
	Interest rate
	31 March 2021
	31 December 2020

	
	(% per annum)
	
	

	Short-term loans from financial institutions
	4.25 - 5.25
	20,000
	20,000

	Total
	20,000
	20,000


	The short-term loans from financial institutions were unsecured loans.
11.	Trade and other payables
(Unit: Thousand Baht)
	
	Consolidated                  financial statements
	Separate                        financial statements

	
	31 March 2021
	31 December 2020
	31 March 2021
	31 December 2020

	Trade and other payables - 
	unrelated parties
	771,284
	1,109,841
	727,984
	1,069,454

	Escrow payables
	29,568
	36,868
	-
	-

	Revenue Department payable
	10,226
	76,685
	8,546
	74,018

	Total trade and other payables 
	811,078
	1,223,394
	736,530
	1,143,472




12.	Installment payable
(Unit: Thousand Baht)
	
	Consolidated financial statements/ Separate financial statements

	
	31 March    2021
	31 December 
2020

	Installment payable
	75,629
	79,559

	Less: Current portion
	(23,319)
	(25,766)

	Net of current portion
	52,310
	53,793


Installment payable are non-interest bearing and has 4 - 6 repayment periods, approximately 12 - 55 months.
13. 	Provision for penalties for project delays and possible project losses
(Unit: Thousand Baht)
	
	Consolidated 
financial statements
	Separate 
financial statements

	1 January 2021
	35,537
	25,011

	Increase during the period
	1,311
	1,311

	31 March 2021
	36,848
	26,322


14.	Income tax
	Interim corporate income tax was calculated on profit before income tax for the period, using the estimated effective tax rate for the year.
	Income tax expenses for the three-month periods ended 31 March 2021 and 2020 are made up as follows:
				
	
	(Unit: Thousand Baht)

	
	For the three-month periods ended 31 March

	
	Consolidated 
financial statements
	Separate 
financial statements

	
	2021
	2020
	2021
	2020

	Current income tax:
	
	
	
	

	Interim corporate income tax charge
	14,177
	19,136
	12,933
	16,522

	Deferred tax:
	
	
	
	

	Relating to origination and reversal             of temporary differences  
	3,428
	(3,829)
	3,402
	(3,771)

	Income tax expenses reported                   in profit or loss
	17,605
	15,307
	16,335
	12,751


15.	Earnings per share
Basic earnings per share is calculated by dividing profit for period to equity holders of the Company (excluding other comprehensive income) by the weighted average number of ordinary shares in issue during the period.
16.	Segment information 
	Operating segment information is reported in a manner consistent with the internal reports that are regularly reviewed by the chief operating decision maker in order to make decisions about the allocation of resources to the segment and assess its performance.
	The Group is principally engaged in the systems integration, maintenance service, IT professional service and cloud computing service with the main operation in the single geographic area in Thailand. Segment performance is considered by revenue and gross profit and is also measured based on the Group’s operating profit or loss, on a basis consistent with used to measure operating profit or loss in the financial statements.
(Unaudited but reviewed)

18
The revenue and gross profit information regarding the Group’s operating segments for the three-month periods ended 31 March 2021 and 2020 are as follows:
	
	
	
	
	(Unit: Million Baht)

	
	Consolidated financial statements

	
	For the three-month periods ended 31 March

	
	Systems
	Maintenance
	IT professional
	Cloud
	
	
	

	
	integration
	service
	Service
	Computing service
	Others
	Eliminations
	Total

	
	2021
	2020
	2021
	2020
	2021
	2020
	2021
	2020
	2021
	2020
	2021
	2020
	2021
	2020

	Revenues from external customers
	408
	305
	397
	323
	204
	175
	118
	38
	9
	7
	-
	-
	1,136
	848

	Inter-segment revenues
	2
	8
	9
	27
	32
	28
	-
	-
	-
	-
	(43)
	(63)
	-
	-

	Total revenues
	410
	313
	406
	350
	236
	203
	118
	38
	9
	7
	(43)
	(63)
	1,136
	848

	Segment gross profit
	57
	18
	76
	95
	56
	54
	8
	10
	2
	2
	-
	-
	199
	179


(Unaudited but reviewed)

17.	Commitments and contingent liabilities
17.1	Guarantees
	As at 31 March 2021, the Company had outstanding bank guarantees of Baht 400 million and USD 1 million (31 December 2020: Baht 367 million and USD 1 million) and on behalf of the subsidiaries of Baht 25 million (31 December 2020: Baht 28 million) in respect of certain performance obligations required in the normal course of business of the Group.
17.2	Obligations relating to undelivered or unrendered contracts
	As at 31 March 2021, the Group has contracts related to selling goods or rendering services that are undelivered or unrendered to its customers of approximately Baht 4,834 million (31 December 2020: Baht 5,112 million) and of approximately Baht 4,705 million for the Company only (31 December 2020: Baht 4,995 million).
17.3	Contingent liabilities on lawsuit
17.3.1	Contingent liabilities on the lawsuit of the subsidiary 
As at 31 March 2021, the subsidiary had significant court cases as follows:
Case 1
According to the subsidiary’s case provided services to a government agency, the subsidiary delivered late work under the term of the agreement. The government agency filed a lawsuit again the subsidiary to charge a penalty fee amounting to Baht 39 million for such delay at the rate specified in the agreement as disclosed in Note 36.3.1 to the financial statements for the year ended 31 December 2020.
As at 31 March 2021, there was no progress or change relating to such case. However, the government agency lodged an appeal to the Supreme Administrative Court. Currently appeal is under consideration by the court.
Case 2
On 7 September 2018, the state enterprise customer filed lawsuit against the subsidiary with the Civil Court for the late delivery of work, claiming damages of Baht 141 million as disclosed in Note 36.3.1 to the financial statements for the year ended 31 December 2020.
As at 31 March 2021, there was no progress or change relating to such case. However, due to the new wave of Coronavirus disease 2019 pandemic, the Civil Court ordered the postponement the witness hearing to 25 May 2021. Currently, the case is under consideration by the court.
Case 3
On 17 June 2020, a private company, as a hiring party under purchase and computer software license agreements, filed a lawsuit against the subsidiary with the Southern Bangkok Civil Court on the grounds that the subsidiary failed to fulfill contractual obligations and submit deliverables within the due date agreed under the terms of the agreements. The private company demanded the subsidiary to return the earlier payment of Baht 5 million as disclosed in Note 36.3.1 to the financial statements for the year ended 31 December 2020.
On 23 March 2021, the subsidiary filed lawsuit against a private company with the Civil Court as a plaintiff because the counterparty breached and terminated the contract unlawfully and contrary to the law without the reason for terminating the contract. The subsidiary did not breach the purchase and computer software license agreements in accordance with the indictment of the counterparty. The subsidiary filed a claim for penalty from work delivery work under the term of the agreement including the additional scope of work with interest at the penalty rate of 7.5 percent per annum that accumulated until the counterclaim filing date amounting to Baht 9.1 million. The management did not consider setting aside a provision for contingent liabilities from lawsuit. Currently, the case is under consideration by the Civil court.
18.	Fair value hierarchy
	As at 31 March 2021, the Group had the assets that were measured at fair value using different levels of inputs as follows:
	(Unit: Million Baht)

	
	Consolidated financial statements 

	
	As at 31 March 2021

	
	Level 1
	Level 2
	Level 3
	Total

	Asset measured at fair value 
	
	
	
	

		Investments in debt mutual funds  
	-
	52
	-
	52

		Derivative assets
	
	
	
	

	Foreign currency forward contracts 
	-
	1
	-
	1



	[bookmark: _Hlk71490248]
	(Unit: Million Baht)

	
	Separate financial statements

	
	As at 31 March 2021

	
	Level 1
	Level 2
	Level 3
	Total

	Asset measured at fair value 
	
	
	

		Derivative assets
	
	
	
	

			Foreign currency forward contracts 
	-
	1
	-
	1




19.    Financial instruments
	As at 31 March 2021, the Group has outstanding forward exchange contracts as follows:
	
	As at 31 March 2021

	
	
	Contractual exchange rate -
Bought amount
	Contractual

	Foreign currency
	Bought amount
	
	maturity date

	
	(Million)
	(Baht per 1 foreign currency unit)
	

	US dollar
	8
	30.90 - 31.65
	May - October 2021


[bookmark: _Hlk71552698]20.	Subsequent event
[bookmark: _Hlk71532860]20.1	On 26 April 2021, the Annual General Meeting of the Company’s shareholders passed a resolution approving the dividend payment from the Company’s operating results for the year 2020 at the rate of Baht 0.40 per share, which is scheduled to be made on 21 May 2021.
[bookmark: _Hlk71532376][bookmark: _Hlk71532520]20.2	In April 2021, the Annual General Meeting of shareholders of 5 subsidiaries passed resolutions to approve the dividend payments as follows:
	Company’s name
	Date of Meeting
	Dividend per share
	Dividends paid

	
	
	(Baht)
	(Million Baht)

	Playtorium Solutions Company Limited
	22 April 2021
	6
	3

	Msyne Innovations Company Limited
	22 April 2021
	44
	8

	M.I.S. Outsourcing Company Limited
	22 April 2021
	14
	7

	Business Applications Company Limited
	30 April 2021
	100
	10

	Hongson Company Limited
	30 April 2021
	100
	5


[bookmark: _Hlk71532791]	The Company will receive such dividends from the subsidiaries in proportion of its shareholding in these companies.
20.3	In April 2021, the Annual General Meeting of shareholders of the associate company passed a resolution to approve the dividend payment as follows:
	Company’s name
	Date of Meeting
	Dividend per share
	Dividends paid

	
	
	(Baht)
	(Million Baht)

	I Two Enterprise Co., Ltd.
	30 April 2021
	5.5
	3.9


	The Company will receive such dividend from the associated company in proportion of its shareholding in such company.	
20.4	On 13 May 2021, the Board of Directors Meeting No. 2/2021 resolved to approve an additional investment in Data Café Company Limited (Subsidiary), consisting of 52,000 shares at the price of Baht 16.32 per share, with investment value totaling Baht 0.8 million. The purchase of such investment increased the Company’s investment proportion in Data Café Company Limited from 60% to 73% of the registered capital of such company.
21.    Approval of interim financial information
	This interim financial information was authorised for issue by the Company’s Board of Directors on 13 May 2021.
