BUSINESS ONLINE COMPANY LIMITED

REPORT AND FINANCIAL STATEMENTS

31 DECEMBER 2001 AND 2000

Report of Independent Auditor

To The Board of Directors and Shareholders of

Business Online Company Limited

I have audited the balance sheets of Business Online Company Limited as at 31 December 2001 and 2000 and the related statements of earnings, changes in shareholders’ equity and cash flows for the years then ended.  These financial statements are the responsibility of the Company’s management as to their correctness and the completeness of the presentation.  My responsibility is to express an opinion on these financial statements based on my audits.  

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

In my opinion, the financial statements referred to above present fairly, in all material respects, the financial position of Business Online Company Limited as at 31 December 2001 and 2000 and the results of its operations and cash flows for the years then ended, in accordance with generally accepted accounting principles.

These financial statements were prepared solely in order to be used as supporting documents for the prospectus for a share offering to be made through the Stock Exchange of Thailand and statements of cash flows have been added to them.


Sumalee Reewarabandith


Certified Public Accountant (Thailand) No. 3970

Ernst & Young Office Limited

Bangkok  :  18 January 2002

BUSINESS ONLINE COMPANY LIMITED

NOTES TO FINANCIAL STATEMENTS

AS AT 31 DECEMBER 2001 AND 2000

1.
GENERAL INFORMATION

1.1
Business Online Company Limited was incorporated as a limited company under Thai laws. Its major shareholder is Anew Corporation Limited, a company also existing under Thai laws. The Company operates its business in Thailand and its principal activity is as an online information service provider and developer of local and global financial news, and information about registered companies.  The Company’s registered address is on 900/8-10 SVOA Tower, Rama III Road, Kwang Bangpongpang, Khet Yannawa, Bangkok.

1.2
On 1 June 1996, Advanced Research Group Company Limited, a related company, entered into an agreement with the Department of Commercial Registration to allow the Company to provide online business news information services for 20 years.  The Company is obliged to comply with the conditions of the agreement and pay an annual beneficiary fees to the Department of Commercial Registration at the rate of 5 percent of income. However, the annual fee paid is not to be less than an amount set out in this agreement. 

2.
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 which are effective under the Accounting Act B.E. 2543.


Significant accounting policies adopted by the Company are summarised below.


2.1
Revenue recognition



Sales and service income are the invoiced value, excluding value added tax, of goods supplied and services rendered after deducting goods returned, discounts and allowances.



Service income from long-term contracts are recognised on the basis of percentage of completion.  The percentage of completion is based on services performed to date as a percentage of total services to be performed.


2.2
Inventories



Inventories are valued at the lower of cost (first-in, first-out basis) and net realisable value.


2.3
Investment



Long-term investment in non-marketable equity security, which is held as other investment, is valued at cost.  The loss on impairment of security (if any) is recognised in the earnings statement.

2.4
Building improvement and equipment and depreciation



Building improvement and equipment are stated at cost less accumulated depreciation.  Depreciation of building improvement and equipment are calculated by reference to their costs on the straight-line basis over the following estimated useful lives:-




Building improvement
-
5  years




Equipment and others
-    
5  years and servicing period



No depreciation is provided for building improvement in progress.


2.5
Allowance for doubtful accounts



Allowance for doubtful accounts is provided for the estimated collection losses that may incur in the collection of receivables.  The allowance is based on collection experience and current status of receivables outstanding at the balance sheet date.


2.6
Foreign currencies



Foreign currency transactions incurred during the year are translated into Baht at the rates ruling on the transaction dates.  Monetary assets and liabilities in foreign currency outstanding on the balance sheet date are translated into Baht at the rates ruling on the balance sheet date.  Exchange gains and losses are included in determining earnings.


2.7
Financial lease contracts



Assets under finance lease are recorded at the fair market value of the lease at its inception with relevant future commitments excluding deferred interest.


2.8
Basic earnings per share



Basic earnings per share is calculated by dividing the net earnings for the year by the weighted average number of ordinary shares issued during the year. 
2.9
Cash and cash equivalents


Cash and cash equivalents are cash and deposits at banks, excluded deposits at banks with an original maturity over 3 months and cash secured as collateral.

3.
TRADE ACCOUNTS AND NOTES RECEIVABLE 

(Unit : Baht)





2001
2000

Trade accounts receivable

11,022,469
13,608,401


Post dated cheques

325,510

374,530




11,347,979
13,982,931

Less : Allowance for doubtful accounts

(62,698)

(10,593)

Net
11,285,281
13,972,338

4.
INVENTORIES

(Unit : Baht)





2001
2000

Inventories

1,728,389
234,746


Less : Provision for inventory obsolescence


(113,727)

-


Net


1,614,662

234,746
5.
PLEDGED DEPOSITS AT FINANCIAL INSTITUTIONS


The Company’s fixed deposit of Baht 1.5 million (2000 : Baht 0.5 million) has been pledged with a bank to secure against the issuance of bank guarantee.
6.
OTHER LONG-TERM INVESTMENT


This represents investment in ordinary shares of the following other company :-

(Unit : Baht)

	
	
	Paid-up
	Percentage of
	

	Company’s name
	Nature of business
	capital
	shareholding
	Investment

	
	
	
	2001
	2000
	2001
	2000

	
	
	
	Percent
	Percent
	
	

	Central Credit Information
	Online information service
	
	
	
	
	

	   Services Co., Ltd.
	provider of credit facilities 
	
	
	
	
	

	   
	of financial institutions
	156,000,000
	25
	25
	39,000,000
	39,000,000

	
	
	
	
	
	39,000,000
	39,000,000



Investment in Central Credit Information Services Co., Ltd., of which equity interest exceeds 20%, is not regard as investment in associated company because the Company has no influence over this company.


Based on the latest financial statements, the net worth attributable to the Company’s investment is Baht 37 million.  The Company has not set up an allowance for impairment in the value of this investment.  Since the nature of this company has just commenced its operations, the net realisable value of the investment may have decreased, the decrease is not of a permanent nature.

7.
BUILDING IMPROVEMENT AND EQUIPMENT 

(Unit : Baht)

	
	
	Office
	
	
	
	
	

	
	
	equipment
	
	
	
	Building
	

	
	Building
	and telephone
	Computer
	Service
	Motor
	improvement
	

	
	improvement
	system
	equipment
	equipment
	vehicles
	in process
	Total

	Cost 
	
	
	
	
	
	
	

	31 December 2000
	321,610
	1,487,771
	16,160,772
	114,912
	1,098,000
	-
	19,183,065

	Acquisitions
	5,724,661
	4,239,903
	3,733,140
	-
	3,530,493
	2,380,000
	19,608,197

	Disposals
	-
	(22,208)
	(1,171,035)
	(95,912)
	-
	-
	(1,289,155)

	31 December 2001
	6,046,271
	5,705,466
	18,722,877
	19,000
	4,628,493
	2,380,000
	37,502,107

	Accumulated depreciation 
	
	
	
	
	
	
	

	31 December 2000
	196,500
	932,097
	5,881,951
	59,132
	48,600
	-
	7,118,280

	Depreciation for the year
	143,145
	245,821
	2,877,595
	9,379
	525,515
	-
	3,801,455

	Depreciation for disposals
	-
	(9,294)
	(1,170,986)
	(52,366)
	-
	-
	(1,232,646)

	31 December 2001
	339,645
	1,168,624
	7,588,560
	16,145
	574,115
	-
	9,687,089

	Net book value 
	
	
	
	
	
	
	

	31 December 2000
	125,110
	555,674
	10,278,821
	55,780
	1,049,400
	-
	12,064,785

	31 December 2001
	5,706,626
	4,536,842
	11,134,317
	2,855
	4,054,378
	2,380,000
	27,815,018


(Unit : Baht)

	
	
	Office
	
	
	
	
	

	
	
	equipment
	
	
	
	Building
	

	
	Building
	and telephone
	Computer
	Service
	Motor
	improvement
	

	
	improvement
	system
	equipment
	equipment
	vehicles
	in process
	Total

	Depreciation included in the earnings

  statements for the years
	
	
	
	
	
	

	2000
	
	
	
	
	
	
	2,762,228

	2001
	
	
	
	
	
	
	3,801,455


8.
RELATED PARTY TRANSACTIONS


During the years, the Company had significant business transactions with its parent company and local and overseas related companies, which related by way of shareholding or common shareholders or common directors.  Such transactions are summarised below :-

 (Unit : Thousand Baht)

	
	2001
	2000
	Pricing policy

	Transactions with parent company
	
	
	

	
Sales of goods and services
	2
	1,037
	Cost plus margin and 

	
	
	
	   contract price

	
Purchases of goods
	-
	18
	Cost plus margin

	
Purchases of equipment
	162
	-
	Cost

	
Purchases of services
	18,868
	10,981
	Contract price

	
Interest expenses
	-
	668
	7.25% p.a.

	Transactions with related parties
	
	
	

	
Sales of goods and services
	48,383
	33,813
	Cost plus margin and 

	
	
	
	   contract price

	
Purchases of goods
	-
	6,850
	Cost plus margin

	
Purchases of equipment
	3,697
	131
	Cost (2000 : Cost plus margin)

	
Purchases of services
	65,948
	27,848
	Contract price


The outstanding balances of the above transactions are shown in the balance sheets as follows :-

(Unit : Baht)


2001
2000
Trade accounts receivable - related parties



Parent company

Anew Corporation Limited

381,075

550,506
Related companies


Advanced Research Group Co., Ltd.
11,553,712
199,823


Dun & Bradstreet Singapore Co., Ltd.
8,889,363
7,788,481


Central Credit Information Services Co., Ltd.
7,067,122
-


Others

400,833

39,803




27,911,030

8,028,107



28,292,105

8,578,613

Trade accounts payable - related parties



Parent company

Anew Corporation Limited

3,826,331

2,438,142
Related companies


Advanced Research Group Co., Ltd.
14,419,658
52,264


Anet Co., Ltd.

4,693,899
260,541


Core and Peak Co., Ltd.
878,689
1,047,327


Dun & Bradstreet Singapore Co., Ltd.
727,216
2,066,372


SVOA Public Co., Ltd.
-

3,656,078


Others

988,297

360,537




21,707,759

7,443,119



25,534,090

9,881,261

9.
FINANCIAL LEASE PAYABLE

(Unit : Baht)


2001
2000
Financial lease payable

3,594,830
1,017,765

Less : Current portion

(1,382,370)

(340,306)

Net


2,212,460

677,459

These vehicle leases have repayment schedules 36 months.

10.
SHARE CAPITAL


On 24 October 2000, a resolution of an extraordinary meeting of shareholders of the Company approved an increase in the Company’s share capital through the issue of 400,000 ordinary shares at a par value of Baht 100 each.  The Company has received the increased capital and registered it with the Commerce Ministry in December 2000.

11.
CORPORATE INCOME TAX


Corporate income tax for the year 2001 was calculated at the rate of 30 percent on the net earnings after adding back certain expenses which are disallowable for tax computation purposes and deducting the tax losses brought forward from previous years.


No corporate income tax was payable on the net earnings for the year 2000 since the tax losses brought forward from previous years exceed net earnings for the year.

12.
NUMBER AND EMPLOYEE COSTS


2001
2000
Number of employees at the end of year 
67
52

Employee costs during the year (Thousand Baht)
18,006
11,621

13.
PROVIDENT FUND


On 1 January 2000, the Company and its employees have jointly registered a provident fund scheme under Provident Fund Act. B.E. 2530.  The fund is contributed to by the Company and its employees.  The fund is managed by TISCO Finance Public Company Limited and will be paid to the employees upon termination in accordance with the rules of the fund.  During the year 2001, Baht 190,830 has been contributed to the fund by the Company (2000 : Baht 183,723).

14.
FOREIGN CURRENCY ASSETS AND LIABILITIES


As at 31 December 2001 the Company had USD 0.44 million foreign currency assets and USD 0.49 million foreign currency liabilities which had not been hedged against foreign exchange risk.

15.
COMMITMENTS AND CONTINGENT LIABILITIES


15.1
Commitments



(a)
As at 31 December 2001, the Company has the outstanding office lease and service commitments as follows :-





Year
Million Baht




2002
4.94





2003 - 2004

8.12





13.06


(b)
As at 31 December 2001, the Company has outstanding commitment of Baht 3.6 million relating to decoration service for its leasehold office.


15.2
Beneficiary fees 



As at 31 December 2001, the Company had commitment on beneficiary agreement to the Department of Commercial Registration in order to obtain the right to operate the online business news information services, as discussed in Note 1.2 to the financial statements, as follows :-

  



Year
Million Baht



2002

3




2003 - 2015


122






125

15.3
Bank guarantees



As at 31 December 2001 there were outstanding bank guarantees of Baht 0.9 million      (2000 : Baht 2.2 million) issued by banks on behalf of the Company in respect of certain performance bonds  required in the normal course of  the Company’s business. 

16.
PRESENTATION


The presentation of the financial statements has been made in compliance with the stipulations of the notification of the Commercial Registration Department dated 14 September 2001 as empowered under the Accounting Act B.E. 2543.


Certain amounts in the financial statements for the year ended 31 December 2000 have been reclassified to conform to the current year’s classification, with no effect on previously reported net earnings or shareholders’ equity.
17.
APPROVAL OF FINANCIAL STATEMENTS


These financial statements have been approved by the Company's directors.
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