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Modernform Furniture Shopping Gallery @ CDC
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The realm of design innovation, decoration and modern lifestyle on the 2,000-square-meter area at Ekkamai - Ram Indra Road
Experience the touch of office furniture, home furniture and kitchen furniture under the concept of urban living fully for all lifestyles creating the
ambiance and inspiration to make everyday living a pleasure on the first floor of the Gallery.

The second floor leads to advancement in innovation and technology in living comforts in various forms and functions with world-class
quality of materials and decorative items for interior designs. Find Furniture Learning and Resources Center (FLR), the first and only furniture learning
center in Thailand, gathering information, technigues and innovation methods in regards to design, selection of materials and furniture production
systems that permit high-quality furniture, and product design exhibitions from the Company’'s own creation and import sources for those who love
and have passion in furniture designs.



We strive to create innovative ideas that inspire the art of living and quality work life
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Aim for Excellence

Focus on customer satisfaction
Uphold integrity

Promote creativity and innovation
Strive for continuous learning
Succeed through collaboration
Share high entrepreneurial spirit
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YEARS OF STYLE & PRIDE
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The year of 2009 appeared as the bitter economic time for Thailand and all countries around the world, slowing down the business sector
from expansion and weakening consumption. In addition, Thailand continuously confronted domestic political conflicts, affecting investment
and expenditures in both state and private sectors. It could be said that almost all industries have been affected from the above-mentioned

problems. Meanwhile, in the last quarter of 2009, there were some signs of economic recovery, leaving 2010 better changes.

The Company necessarily performed operations with cautions under the mentioned situations in the previous year, slightly deteriorating
2009 performance. However, the Company was in a situation to generate profit and pay dividends constantly. In the meantime, the Company
does not hold back to progress on product and business development for broader market coverage. This aimed at building up base for
growth when the economy enters a period of recovery in the future.

In 2010, the economy is expected to register a recovery. The Company is ready to grow its business in parallel with the economic
situations. With its strengths in production, sales, marketing and finance, the Company will have outstanding performance as it did in the
past.

The Company operates for 30 years in 2010. Therefore, the management adjusts the Company’s vision to have objectives to cover a
broader range of its businesses. Taking initiatives in innovation for consumers’ quality of life into consideration, the Company believes

that all of our employees will dedicate themselves for Modernform’s growth and stay together for benefits of all in the society.

On behalf of the Company’s Board of Director and the Management Team, | would like to take this opportunity to thank all of our
colleagues, customers, trade partners, shareholders and relevant parties who always trust and support the Company.
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Mr. Chareon Usanachitt Mr. Thaksa Busayapoka

Chairman Chief Executive Director

modernform




Financial Highlight for the Year 2009
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TOTAL REVENUES (Baht)

REVENUES FROM SALES AND SERVICES (Baht)

2552/2009
2,396,377,450

2,288,290,555

2551/2008
2,754,329,163

2,676,435,407

2550/2007
2,525,630,918

2,446,326,813

GWNHBIBUAZLINTS COST OF SALES AND SERVICES 1,454,721,684  1,652,921,404  1,537,328,088
nlsdndn (vn) GROSS PROFIT (Baht) 833,568,871  1,023,514,003 908,998,725
mlsriawn wvasiieu wkes EARNING BEFORE MINORITY INTEREST 302,291,856 383,822,380 303,240,380
finls (10n1) N5 (um) NET PROFIT (Baht) 299,523,423 382,510,630 303,784,862
“wnsndsaw (un) TOTAL ASSETS (Baht) 3,171,054,559  3,065,492,172  3,057,885,321
Wit W5 (un) TOTAL LIABILITIES (Baht) 613,007,978 550,772,546 600,379,479
MWasgnaK uas MINORITY INTEREST (Baht) 13,066,380 6,008,380 4,696,630
'mmaoé"aﬁumaou‘%ﬁw (vn) NET WORTH (Baht) 2,544,980,201  2,508,711,246  2,452,809,212
AMN Wsniwnsrinals: PROFITABILITY:
samrlaiudu (%) Gross profit margin (%) 36.4 38.2 37.2
damls (anu) b (%davanun) Net profit margin (%) 13.1 14.3 12.4
HAADUUNWINNITAINM: RETURN ON INVESTMENT :
daTHANLLNUABS UNSWE (%) Return on total assets (%) 9.6 12.5 10.1
DAINAADLLNUUDS 'mmaa%ﬁaﬁu (%) Return on total net worth (%) 11.8 15.4 12.9
ANARBILATANEWAIVBILINNT: LIQUIDITY &STABILITY
8637 % Awasay (1) Current ratio (Times) 2.5 2.6 2.5
5hiw'1uwﬁ“uda'aumaa§ﬁaﬁﬂ (1) Debt / Equity ratio (Times) 0.2 0.2 0.2
oy : PER SHARE DATA
'ai’ﬁmuﬁ;mmml,ﬁw Number of shares (Registered) 89,200,000 89,200,000 90,000,000
IWINAHTIIZUD Number of shares (Fully paid) 83,235,372 83,235,372 84,035,372
yjamﬁu‘ﬁ'mw‘l’i (un/¥u) Par value (Baht/Share) 10 10 10
yjamﬁummﬁmﬁ (un/¥u) Book value (Baht/Share) 30.73 30.21 29.24
ﬁﬂi(mﬂﬂnu)qﬂ%(uqﬂ/ﬁu) Net profit (EPS) (Baht/Share) 3.74 4.60 3.75
WIuTuaa (Un/vu) Dividends (Baht/Share) 3.00% 3.25 3.00

" g AUTENAMENTINNTUIEN ATiN 1/2553 e Tul 25 NS 2553 Suddnoiiuiune "winkaUzneun1al 2552 uniffieiuvesuiin
s U dl A o v a 1 v v A a ! a U Y o 1
luammua: 3.00 U I(ﬂmmw‘ﬂvl@mUtduﬂuwaizmwmaLLmvgua: 1.00 YN mmaawuﬂuwamﬂaﬂﬁua: 2.00 U laal#il uade
4 P e ea o ¥ o Al A o g
wﬂsm;sflﬂmv WYHDBNUATIN 1/2553 luiun 28 Wwwseu 2553 LWE]E]E,SJGI@IE]VLII
* Note: The Meeting of the Board of Directors of the Company No.1/2010 held on February 25, 2010 passed to pay dividends for the 2009
operating year to shareholders of the company at a rate of 3.00 Baht per share. Hence the interim dividend has been paid at a rate of

Baht 1.00 the remaining value of Baht 2.00 per share will be paid to a shareholders as dividend. The matter will be proposed for approval

at the Annual Ordinary General Shareholders Meeting No.1/2010 on April 28, 2010.
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Report from the Board of Directors: Summary of 2009 Performance and Future Plan
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Thailand managed to have survived in the tough time of the
economic crisis in 2009 in the aftermath of adverse factors arising
within and outside the country throughout the year of 2008. The
followings are some examples of Thailand’s adverse factors: defaults
of subprime mortgages in the United States that have triggered a
global economic crisis; rising oil prices; more importantly, Thailand’s
political turmoil that directly affected the investor confidence. Amidst
such negative factors, Thai economy recorded the sharpest contrac—
tion of 7.1% in the first quarter of 2009. However, the country witnessed
a gradual recovery of the economic performance during the year to
register a growth of 2.7% - 3.2% in the fourth quarter. With these,
Thai economy was projected to contract only 3% for the whole year
of 2009 which was better than expected at the beginning of the year.

Thai economic situations slid into less-than—-expected economic
slowdown as a result of the recovery of the global economy
especially fast economic recoveries in China, India and South Korea,
gradual economic recoveries in the United States and the Europe.
Thanks to measures against the economic crisis to assist and
recover the global economy provided by central governments in
many countries. Thailand witnessed a reverse of Thai exports to
capture a positive edge of growth again in the third quarter after
contraction from the first quarter of 2008. Throughout the year of
2009, total export value contracted 15%. The improved situation of
the country’s unemployment resulted from a recovery of the export
sector and better employment from the construction industry which
received demand from the government’s economic stimulus
package. The government gave a budget approval for a total of
116,000 million baht in the first quarter in order to launch 18 stimulus
measures to boost the economy. These measures included financial
assistance to low-income earners to lessen adverse impacts from
the economic downturn. Besides, the government approved a budget
of 40,000 million baht, most of which were used for assisting the real
estate industry which acted as an engine for the overall economic
recovery. The detailed measures included renewal of tax credit,
transfer fee, reduction of special business tax, reduction of mortgage
fee, increase ceiling of tax deduction on interest until 28 March 2010.
Such measures clearly enabled the real estate market to register a
recovery after a bottom-out in the first quarter. In the second half of
2009, there were more launches of new projects with increased
sales. In particular, condominium projects recorded 47.3% of total

launched projects.
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Another factor that prevented the Thai economy from plunging
as expected was the world’s crude oil price which plummeted to
approximately $70 per barrel at the end of 2009 from the ceiling of
$147 per barrel in July 2008. Such sharp decrease in the oil price
significantly assisted the inflation rate to stay at —0.8% in 2009. The
highly important internal factor that directly affected Thailand’s
economic direction was the country’s political situations, the
government’s stability, and the series of the political protests. In
2009, the political demonstrations and unrests became less severe
and chaotic than those in the previous year. The Government led
by Prime Minister Abhisit Vejjajiva led the Coalition Government
comprising of the Democrat Party and other coalition parties to fight
off obstacles and be in the office for a full year despite of several
times of the government reshuffles.

As for this New Year, 2010, the Bank of Thailand estimated
that Thai economy would make a continuous recovery with an
expectation of the growth at 3.3%-5.3%. Thai economy is likely to
be boosted from expansion of domestic consumption and growth of
exports at 10.5% with the inflation rate in a range of 1.3%-2.3%.
Construction materials and agricultural products are projected to
register higher prices. Investment from the government sector would
be a key engine for Thai economy to move on. The Stimulus Pack-
age is expected to include the investment of 1.43 ftrillion baht in a
period of three (3) years from 2010 to 2012. This package focuses on
developing Thailand to be able to compete with other countries in
the world markets and grow with sustainability. The projects under
this package include irrigation, construction of road and railroad,
mass transport system, development of education levels, and devel-
opment of tourism structure for tourism promotion. As for the prop-
erty sector, the overall picture of the property market would likely
experience better view from higher confidence of business operators
and consumers with the new project value expected to increase
9.5% in 2010. Sales and credit extension would likely post better
results than 2009 with an estimated increase of property prices by
10% due to increased construction materials. Higher competition is
expected in the markets especially in the condominium market.

In 2010, the world economic recovery is likely to be fragile and
uncertain, becoming a risk factor that would affect Thailand’s
economic situations. In particular, the United States still records high
unemployment rate while several countries in the European Union
has been hit hard by the mounting public debts. China, a major
economic driver for this region, may experience a bubble burst that
may give impacts on Thailand’s exports. Thai baht has been
appreciating against the U.S. dollar which tends to depreciate as a

result of the U.S. government’s large budget deficit. Another
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significant risk factor goes to uncertainty of the domestic political
situation reflected from social conflicts that lead to the chronic
political problems, division of people in the conflicts, and lack of
harmonization. Such ongoing political problem may lead to serious
incident like that in April 2009. This situation erodes investor
confidence and slows down investment plans. If the problem at Mab
Ta Phut industrial estate is not eased swiftly, this would likely
deteriorate foreign investors’ confidence eventually. The adverse
impacts may be broadened from the political problems and such
policy if not corrected in good time and allowed to develop into
chronic problems which may prevent Thailand from the recovery in
time along with our neighboring countries.

Annual results from consolidated basis of the company in 2009
records totaled revenue of THB 2,396.4 million of which THB 2,214.2
million was from sales. Net profits of THB 302.3 million decreased
by 21.29% year-on-year. Earnings per share were THB 3.74 baht
which decreased a 18.7% and total asset were at THB 3,171.0

million which grew by 3.4% of the previous year.

Product Research and Development

In 2009, the Product Development Center performed its
operations, as planned, in product development for standard
products, products designed for projects, and new product groups
for brands as described below.

To emphasize the leading position in office furniture design, the
center developed the new office products such as EXM4 President —
an office work set for executives, AXIS — modern office desk system
for modern work behavior, AGALICO - home entertainment unit to
complete the home product group, Atrium - new and deluxe kitchen
furniture with hi-end fittings for fulfilling cooking pleasure.

As for the products designed for projects, the center developed
custom-designed products for housing projects including Sansiri
Group projects, PTT Group office projects and Siam Commercial
Bank in order to meet the special customer demand. This yielded
satisfactory results.

In addition, the center developed a new group of products to
respond to the Company’s policy to expand its business into new
product groups such as bathroom products under the brand
“Batique.” Batique consists of six styles of premium bathrooms
with humidity resistance materials and soft-close technology for
work smoothness. The latest, the center developed ready-made
doors under the brand “readydor” with innovative designs and
materials. “readydor” is a perfect alternative for architects and

interior designers who demand difference.
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Aside from placing importance on design, the Company paid
attention on filing an application of its designed products for patents.
It was to protect its works from copying and build up customer
confidence for their unique products that did not appear in other
places, leading to higher value added to the products themselves.
The Company has been selected from Department of Intellectual
Property, Ministry of Commerce to receive IP Champion 2009 in the
field of patents and petty patents.

Apart from its focus on the leading position in design, the
Product Development Center concentrated on the quality control
system. It intended to carry forward the MODERNFORM products
to have quality comparable to that of the global furniture industry.
Therefore, its product testing laboratory applied for and received
ISO/IEC 17025: 2005 from Thai Industrial Standards Institute. This
was the first testing laboratory in Thai furniture industry. Such
standard allowed consumers to have more confidence in
MODERNFORM chairs which passed ANSI/BIFMA testing from a
standardized testing laboratory.

As for the plan in 2010, the Product Development Center plans
to develop the management and design processes, one of structural
innovation, in order to increase efficiency and integrate its system
more efficiently. This is to accommodate increased work and
always maintain the leading position in design, innovation and

differentiation for customer satisfaction.

Production

In 2009, the Company recorded a decrease of approximately
20% in production due to decrease in sales. Through this, the
production capacity was appropriately adjusted in order to maintain
efficiency and control production costs to be competitive. In terms of
product quality, to maintain the leading position in quality and
provide the highest customer satisfaction, the Company established
the successful Modernform Quality Project to improve quality of
products including chairs, sofa, cabinets and tables.

In the year of 2010 when the economic situation is still uncertain,
however, in the brighter picture, in the first quarter, the production
has a plan to adopt the fast expansion of production to
accommodate a large number of backlogs, and speedily develop
its capability to satisfy fiercer-competition businesses and demand
of customers in the more customized fashion.

Furthermore, the Company has been participating in the
Productivity Improvement with Innovation Project which is promoted

and supported by Department of Industrial Promotion.
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Marketing, Sales and Distribution

The economic slowdown since 2008 along with the domestic
political turmoil led to slowdown in investment for business expan-
sion and property market in the first half of the year in particular. The
smaller number of new projects emerged. Some were postponed in
construction. The middle to low market still moved on. Amidst high
competition, several operators especially those with retail focus turned
to emphasize on price reduction. The export market was not able to
compete with foreign rivals due to lower production costs of the
competitors especially those from China and Vietnam. Therefore, the
Company had to make more adjustment through brand-building in
the consumer market, build—up of premium-brand awareness among
targeted groups, and focus on design, adding value. Besides, new
product groups that have never been marketed before were intro-
duced as a means to grow from new product groups. The Company
focused on the project market as its main distribution channel with
70% share in sales and the retail at 30%. The project channel was
likely to increase in sales as the retail market was sharply contracting
as a result of decreasing purchase power of consumers. There was
more opportunity for the project market thanks to expansion of
hospital business, education and state agencies which were growing
channels. The residential projects registered a slight slowdown. How-
ever, several projects turned to concentrate on the housing market
and condominiums equipped with full set of furniture. This was a
good opportunity for the Company to penetrate more into this mar-
ket especially 2-3 million baht projects. Retail market experienced a
greater slowdown due to shrinking market demand.

In addition, penetration into new segments was made through
“by Modernform” after sub-brand in order to build up customer
confidence for high—quality products from Modernform. This brought
the market to more colorful life. The Company recorded income from
Modernform’s three main brands: office furniture — Modernform
Workplace, home furniture — Modernform Exclusive Living, and kitchen
furniture - Modernform kitchen. The Company generated main in—
come from the office furniture. Of total income, 50% came from the
office furniture and the remaining 50% from a combination of the
home and kitchen furniture. This was changed from the earlier ratio
of 60:40. In the first half of the year, it has been largely affected from
the poor economic and domestic political situations. The office
furniture’s sales contracted after slowdown of investment in business
expansion and began weathering better situation in the latter half of
the year. Then, sales of the office furniture especially for mid-to
large-sized projects resumed its busy periods, particularly in the

power and financial sectors. Education institutes, hospitals and state
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agencies continued to witness continuous growth rates. There was
an introduction of AXIS Set, new modern-designed office furniture
system that responded to new working styles. This new product
received positive responses from customers and interior designers.

The market still demanded home furniture, stimulated by tax
measures of the government on the economy and property industry.
The Company continuously penetrated the project works as currently
property projects focused on sales complete with decorations,
allowing the Company to expand along with. In the meantime, the
competition became fiercer. The Company concentrated on tailoring
development and design to meet demand of projects in terms of
styles and limited budget prices as project owners were more
careful on costs. Furthermore, the Company launched walk-in
closets - Agalico Set whose function was expanded into working
and entertaining areas for more perfection of usage, new bedroom
- Michaela and Louvre, new sofa, and new sideboard.

The kitchen furniture registered a slowdown of 20% as did
the office furniture in the first half of the year. This was attributable
to slowdown of delivery as a result of lack of confidence in the
economy. However, the Company moved on to develop and launches
new collections of products. New kitchen furniture “Atrium” was
marketed as the luxury innovative kitchen. Several types of
innovations were applied to this collection. They included
large-sized sliding doors equipped with the soft close system,
built-in TV and electric oven.

This year, bathroom furniture “bathique by Modernform” was
introduced in six designs. It was designed to be the luxury bathroom
furniture to satisfy demand for luxurious bathrooms, leading to
satisfactory results in sales.

In addition, a new advertisement campaign was launched through
magazine media as a means to keep awareness of Modernform. TV
advertisement was brought on air again. The 30-year logo for 30—
year anniversary of business operations in 2010 was shown.

This year, the Company recorded 2,200 million baht in sales. Of
total sales, 39% went to kitchen and home furniture, 36% for office
furniture, 23% for material equipment and decorative items, and 2%
for exports.

For the sales promotion activities, aside from Annual Sale held
every year to provide return to customers and release inventory, the
Company organized more marketing activities in order to stimulate
customer purchases. These activities included “Sofa Sensation” for
introduction of new styles of Sofa, and “Smarter Living” for
demonstration of decoration of small rooms with multi-function

furniture that suits a limited utilization space of a condominium
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room. Besides, the Company joined the furniture exhibition “TIFF
2009,” introducing its new collection “Beyond Simplicity,” using simple
idea with design to show premium products for hi-end customers
including end-users, project owners and design companies.

For the distribution channel, the Company focused on the project
market with 70% of total sales and the retail channel with 30% share.
It was likely to experience an increase in sales for the project
market. The retail market was sharply contracting due to decreasing
purchase power of consumers. There was more opportunity for the
project market thanks to expansion of hospital business, education
and state agencies which were growing channels. Retails were
made through the Company’s Shopping Gallery at Srinakharin Road,
showrooms in large department stores, HomeWorks at Pattaya
and Phuket, distribution representatives in regions. This year, the
Company opened new Modernform Furniture Shopping Gallery at
the Crystal Design Center on Praditmanutham Road, along Ram
Indra-Ajnarong Expressway. The new gallery, with more than 60
million baht in investment, was the 2-storey buildings on an area of
approximately 2,000 square meters. The first floor was the center of
all kinds of the Company’s furniture. The second floor was the
center of home decorative products and the Furniture Learning and
Resource (FLR) - a center for learning furniture matters consisting
data, techniques and innovation methods in design, selection of
materials and equipment, and furniture production. Besides, the
Shopping Gallery at Srinakharin Road and showrooms at HomeWorks,

new Pattaya were renovated for modernity and luxury.

Services

In 2009, the Company operated the Partnership Service Program
by providing guarantee of product quality for three years,
maintenance service for all pieces of furniture, 24-hour express
service, reupholstering of furniture and part replacement at
economical prices. This program met customer satisfaction. The
Company established the Skill Development Center to train workers
in installing furniture in both theories and practices and identify
levels of skill to maintain service standard.

Furthermore, the Company introduced new service on the Internet
“MODERNFORM CUSTOMER ONLINE SERVICE” for project
customers. This service assisted the customers to manage product
and service information from the Company efficiently. They can log
in to view order records, documents and styles on the Internet. This
service allows customers the convenience in viewing the information,
reducing their burden in data collection, and ordering products and

requesting for services from the system instantly.
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In 2010, in order to accommodate the workloads especially in
the first quarter that include deliveries postponed from 2009 and
those sales closed in 2010, the Company will focus on the
Partnership Service Program, continuous improvement of workers’

skill, and Internet service for adding value in services.

Export Business

The 2008 economic slowdown sent continuous shock wave
into the year of 2009. The overseas markets still stayed in sluggish
motions. The ASEAN markets stood in slightly indifferent mode.
Buyers continued to watch and sit on the sidelines and were more
careful in ordering. In particular, the Middle East, previously on the
upward trend, experienced direct impacts from the economic crisis
in Dubai, worsening the situations. The Japanese market put the
stop order of new products.

These problems and obstacles affected the Company’s export
markets in the first half of the year and started signaling better
situations in the last quarter of the year, reflecting from a distinct
recovery of customers in People’s Republic of China, Vietnam and
Lao People’s Democratic Public.

In the year of 2010, with AFTA and ATIGA’s tariff reduction to
0% which came into effect from 1st January 2010,