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Chairman and Managing Directors Review

The company has completed its first full year as a
public company and we are pleased to report that we
have exceeded our prospecius forecast despite the
difficult trading conditions endured in the second half
of the financial vear.

During the vear Sales increased by 25% to §54.2
milllon, an increase of 20% over the previous year, and
Earnings before interest, tax and depreciation rose by
18% to $11.7 million. Net Profit After Tax increased by
20% to $8.1 mitfion. This result comfortably exceads
the prospectus forecast of $7.7 million.

Diractors have declared a fully franked final dividend of
3.5 cents per share, payable on 31 October 2005,
This takes the total dividend for the year 1o 6.5 cents
per share fully franked, which is 1 cent per share
higher than forecast in the prospectus. The iotal
dividend for the year represents a payout ratio of 65%.

The sales growth achieved was attributable to the
seven new stores opened during the second half of
the year. Three of these stores were part of the
acquisition of the Payneham business in Scuth
Australla, in March 2005, that provided an immediate
store network in a new market for the Company. At
the same time as this acquisition, a greendield store at
Mile End in Adelaide was added, bringing the total
number of stores i South Australia to four. In Brisbane
two new siores were opened at Fortitude Valley and
Aspley, whilst in Sydney one new siore was opened at
Bella Vista in the Norwest Homemaker's Centre. All
the new stores are performing well and will contribute
significantly 1o the expected sales revenue and profit
growih in the June 2006 vear,

In hMarch 2005 two new Distribution Centres were
established, in Adelaide and in Brisbane. Both of
these have excess capacity to cater for the store
rollout planned for the future in these markets. Flans
are alsc well under way to increase the size of the
NSW Distribution Centre as more stores are planned
for Sydney and regional New South Wales.

The outlock for the 2006 financial year will be
impacted by any continuing softening in the retail
market. The Company, howsver, will be assisted by
the fulf year impact of the stores opened during the
2005 financial year. In addition, the Company is
committed to managed growth with new stores
currently in the planning phase in existing and
new markels.

The first store in Victoria, at Chimside, is expected to L.
open in January 2006 with more Victorian stores to iy
follow soon afterwards. Other stores expected 1o o
open in 2006 include Townsville, Queensiand, RS
Campbeliown, New Scuth Wales and Kawana :
Waters, Queensiand. As sales revenus grows the
Company's purchasing power is increasingly providing
better value buying, lower freight rates, higher marging
and greater support from suppliers. Nick Scali Limited
is now one of the largest importers of fumiiure into
Australia, if not the largest in feather lounges. The
continued growth will enhance these advantages
further in the future.

Cash flow was strong during the
2005 year and enabled the
Company to fund the
increased number of
stores without increased
borrowings. As a result
our balance sheet
remains strong and

Nick Scali Limited is

in a very strong

financial position to
pursue appropriate
opportunities.

Whilst the retall envirornment
remains somewhat unceriain,
we believe we have a sound
husiness model and considerable
opportunity to continue the recent
growth path of the Company. To achieve this, we are
commitied 1o atiracting and retaining quality staff
and to continue 10 develop our information systems
and controls.

In the current environment, it is important that we also
continue 10 focus on corporate governance iSsUes.
The Board is committed to an ongoing process in this
area. Further details in this regard are included in the
following pages of this Reportl.

We would fike to thank all our employses and senior
management for their considerable efforts and
commitment, particularly during the more difficult
second half of the year.

John Ingram &
Chairman

Anthony Scali
Managing Director




The Board of Nick Scali Limited is responsible for the
direction and supervision of the Company’s business and
for its overall corporate governance. The Board recognises
the need to maintain the highest standards of behaviour,
ethics and accouniability.

The Board is committed 1o effective corporate governance
in order to ensure accouniabifity and transparency 1o
shareholders and other stakeholders, including customers,
empicyeas, sitaff and regulatory bodiss. This includes
ensuring that internal controls and reporting procedures are
adeguate and effective. Responsibility for the management
of the day-to-day operations and administration of the
Company is delegated to the Managing Director,

EHective corporate governance is achieved through the
structure  and  operation of the Board and its
subcommitiess. There are two subcommitiees — the Audit
Committee and the Remuneration and Nomination
Committee. The mambers of these subcommittees are the
three non executive Direciors.

The Beoard works with senior management to continually
review and improve corporate governance standards.  In
particular, as the Company continuss i's growth phass,
there has been increased focus on both the substance and
documentation of standard operating procedures, and
information technology system enhancements.

The Corporaie Governance Council has estabiished best
practice recommendations and details on the application of
these by the Company are set out below.

LAY SOLID FOUNDATIONS FOR MANAGEMENT
AND OVERSIGHT

Role of the Board
The primary functions of the Board include:

- formudating and approving the objectives, sirategies
and long-term plans for the Company's continued
davelopment and operation, in conjunction  with
managemeant;

- monitoring the implemeniation of these objectives,
strategies and long-term plans toc ensure the
Company, io the best of its ability, delivers vaiue o
shareholders;

- approval of management recommendations on
capital expenditure,

- monitaring the Company's overall performance and
financial results, including adopting annual budgets
and approving the Company's financial statements;
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- enswring that adsguate systems of internal conrct
axist and are appropriately monitored for compliance;

- selecting and reviewing the performance of the
Managing Birector;

- enswing significant business risks are identified and
appropriately managed,

- enswing that the Company meeis the statdory,
requlatory  and reporiing requirements of the
Australian  Stock  Exchange Limited and  the
requirements under the Corporations Act

- enswing that the Company, its Directors, officers,
asmployees and associales are aware of and comply
with ali relevant laws and regulations;

- reporting to sharehoiders on performance; and

- deciding on the payment of dividends to
shareholders,

The Board has established an Audit Commitiee and a
Bemuneration and Nomination Committee. From tima o
time, the Board may determine o establish specific
purpose sulr-commitiees 1o deal with specific issues.

STRUCTURE THE BOARD TO ADD VALUE

The Board currently consists of the Chairman, the
Managing Director and fwo Non-Executive Directors. The
term of a Director's appointmeni is governed by the
Constitution. At least one-third of Directors, other than the
Managing Cirector, must retire and seek re-election at each
annual general meeting of the Company.

The background and skills of each of the non-executive
Direclors is complementary. This assists the Board in
effactively reviewing and challenging the performance of
management and the exercize of independent judgment.

Two of the Non-Executive Directors, Messrs John Ingram
fwho is Chairman} and Greg Laure, are independent, in
that they do not hold a material amount of shares in the
Company, nor do they recelve any financial benefit from the
Company, apari from the Directors fees disclosed in the
Annual Repori. These Direciors provide the Company with
relevant information 1o enabile the Company to continually
assess this independence.

Fach Direcitor has the right of access 1o alt relevant
Company information and to the Company's executives,
and, # required, may seek independent professional advice
at the Company's expense.
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PROMOTE ETHICAL AND RESPONSIBLE
DECISION-MAKING

The Company has established its own Cods of Ethics
smbracing high standards of personal and corporate
conduct. This Code requires, among other things, that every
Cirector, officer, employee, ageni, sub-contracior and
consultant of the Company must:

- act honestly and fairly in all dealings;

- undersiand ithe regulatory compliance requirements
appiicable 1o their duties and treat those requirements
as essentlal to the performance of those duties;

- co-operate with relevant reguiatory authorties;

- act professionally and with courtesy and integrity, and

- maintain the confidentiality of the Company's affairs
other than as required by the Company or law.

SAFEGUARD INTEGRITY IN FINANCIAL REPORTING

Statement by Managing Director and

Chief Financial Officer

Pricr to the Board’s adoption of the annual financial
statenents of the Company, the Managing Director and
Chief Financial Officer certify in writing that the Company’s
financial results present a trug and falr view, in all matgrial
aspecis, of the Company’s financial condition and
operational results and are in accordance with applicable
accounting standards.

Audit Committee

The Audit Committee consists of the three Non-Executive
Girectors. The Chairman of the Audit Committes must not be
the Chairman of the Board. Audit Committee meetings are
heid reguiarty throughout the year. The responsibiliies of the
Audit Committes are to:

- assist the Board to discharge fiduciary responsibilities
with regard to the Company’s accounting, control and
reporting practices by monitoring the internal control
environment and management over corporate assets;

- review internal condrols and any changes thersio
approved and submiited by the Company's Chief
Financial Officen;

- provide assurance regarding the quality and refiability of
financial information used by the Board:

- raview the Company's risk management policies and
infernal control processes,

- review and recommend to the Board the adoption of
the Company's annuat financial staternents,

- lalse with and review the performance and
independence of the external auditor, who is invited fo
attend Audit Committee mesetings to report on audit
findings and other financial and control matters; and

- ensure that information sysiems, processes and
technology are reviewed periodically for future
sustainability and the adequacy of controls,

Mr Greg R. Ladrie, who is an independent Non-EBExecutive
Diractor, is Chairman of the Audit Commitiee.

Three Audit Comymittee Meetings were held during the year
ended 30 June 2005, atiended by ali Committes membaers.

MAKE TIMELY AND BALANCED DISCLOSURE

The Board is aware of #'s obligation under the Continuous
Discloswre requirements of the Australian Siock Exchangs.
The Managing Director and the Comgpany Secretary are
responsible for monitoring compliance with Continuous
Discloswre, assisted by the senior management team and
mondtared by the Board, All notices o the Australian Stock
Exchange are approved by the Board, or in some
circumstances by the Chairman, and other communication
from the Company can only be made by the Managing
Director or the Chisf Financial Officer. Coples of presentation
material prepared for analysts are refeased immediaisly 1o
the Australian Stock Exchange.

RESFECT THE RIGHTS OF SHAREHOLDERS

The Company recognises and respects the righis of
sharsholders as follows:

- The Company uses the services of a reputable share
recistry to deal with shareholder matiers, including
dividend paymenis and general communication with
shareholders.

- The Company's auditor is invited to attend the Annual
General Meeting in order to be available to answer
sharehoider queries.

- Ag an accompaniment to the Annual Report and Haif
Year Financlal Repor, the Company prepares and
relsases a Fesdlis Presentation to the market that
provides additional information for shareholders.

- The Annual Report and announcements to the
Australian Stock Exchange are included on the
Company’s websita.

RECOGNIEE AND MANAGE RISK

The Board and the senior managemeni team have
addressed a number of specific risk areas of the operations
of the Company.

A process to formally review each risk area of the Company
has commenced.




ENCOURAGE ENHANCED PERFORMANCE

The evaluation of the performance of the Board and its sub
commitiees is the responsibility of the Remuneration and
Nomination Commitiee.

During 2008, the second full year of the Company as a listed
entity, it is infended 1o undertake a pesr group evaluation of
the Board's performance.

REMUNERATE FAIRLY AND RESFONSIBLY

The Company discloses the nature and amount of the fee or
sajary of each Uirecior and each executive officer, in
accordance with the Corporations Act.

Executive remuneration packages are currently based on a
combination of fixed and performance based remuneration.
The performance measures are a combination of financial
resufts achieved by the Company and achievemeni of
individual targets for each executive.

The Company intends o implemeni an equity-based long
term incentive plan within the nexd twehse months.

Remuneration and Nomination Committee

The Remuneration and Nomination Commiftee currenty
consists of the non executive directors of the Company, and
iz responsible for:

- Reviewing remuneration arrangements of senior
managemeant.

- Recommending to the Board any increase in the
remuneration of an existing senior employee of the
Company for which Board approval is recuired.

- Recommending to the Board the remuneration of a new
senior executive empioyee of the Company, for
approval by the Board.

- The setting of cverall guidelines for Human Resouwrces
policy, within which Senior Management determines
specific policies.

- Reviewing the performance of the Board and s sub
commitiess.

The Committes has met once in the last twelve months. Al
members attended, together with the Managing Director and
Company Secretary. In addition, matters for consideration
by the Commiites have been dealt with during the Board
meetings, where Remuneration and Nomination Committes
members were in attendance.
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RECOGNISE THE LEGITIMATE INTERESTS
OF STAKEHOLDERS

All employees of the Company are required to deal in
an ethical and responsible manner foward all stakehoiders
of the Company. This includes sharsholders, customsrs
and suppliers.

A formal Code of Conduct for non shareholder stakehoiders
will be developed during the next six months.




Directors’ Report

Yhe Directors grasent thelr report together with the financial
rapcrt of Nick Scali Uimited for the financial year ended
30th June 2005 and the Auditors' Report thereon.

DIRECTORS

The names and details of the Company's Birectors in office
at any tine during the financial year or unti the date of this
rapcrt are as foliows:

NON-EXECUTIVE DIRECTORS

John W tnhgram, FCPA,

Non-Executive Chairman

John was appointed io the Board as non-exscutive
Chairman on 7 Apri 2004, He is also the Chairman of the
Remuneration and Nomination Commiites and a member
of the Audit Committes of Nick Scali Limited. John was
formerty Managing Director of Crane Group Limited. He is
curently the Chairman of Wathd Umited and a non-
exacutive director of Rinker Group Umited, United Group
Lirnited, Superannuation Trust of Australia (Savings
Australia Pty Limited) and The Victor Chang Cardiac
Research Institute and is National President of the Australia
tndustry Group.

Nick { Scali,

Non-Executive Director

Nick founded the business of Nick Scall over 40 years ago
and continues to act as a consuliant of the Company. He
was solely responsible for running the business uniil
Anthony Scall jpined in 1982, Nick is considered a pioneer
and innovator in the importing and retailing of furniture and
kitchens into Ausiralia. Over the years, he has served on a
number of public company boards, founded other
snterprises and has made major condributions towards the
Haklian community within Australia, including serving as the
Fresident of the Halian Chamber of Commearce for 8 years.
Nick iz a member of the Audit Commitiee and the
Remuneration & Nomination Committee of Nick Scall
Limited.

Greg R Laurie, BCom,

Non-Executive Director

Greg was appointed to the Board on 7 April 2004, He is the
Chairman of the Audit Committee and a member of the
Remuneration and Nomination Committes of Nick Scall
Limited. Greg was Finance Director of Crane Group Limited
from 19889 untit his retirement from that role in 2003, Greg
is also a director of Repco Corporation Limiled and
Bradken Limited.

EXECUTIVE DIRECTOR

Anthony J Scali, BCom,

Managing Director

Anthony is Managing Direcior of Nick Scali Limited. Me
joined the Company full-iime in 1982 after completing his
Bachelor of Commerce degree from the University of New

South Wales. While he iz responsible for the overall
operation of the Company and identifying current and
fuiure frends in the fumiture industry, a key funciion he
leads iz the divect sowcing of sultable product from
manufacturers {principally overseas) for Nick Scali o retall,

ALTERNATE DIRECTOR

Nicky D Scali, BCom,

Marketing & IT Manager and Afternate Direcior to Nick Scali
Nicky is the Marketing & [T Manager for Nick Scali Limited.
He joined the Company in 1991 after completing a
Bachelor of Commerce degree from Bond University. Nicky
is responsitie for the direct buying of all advertising media
and the development and execulion of all creative
strajegies. Me alsc oversess the operation of the
Company’s information technclogy systems and their
related support contracts,

COMPANY SECRETARY

Brominic Chiera,

Chief Financial Officer and Company Secretary

Cominic joined Nick Scali Umited as Chief Financial Officar
in March 2005, e has over 15 years experience in senior
financial managemeni roles in the property, leisure,
rransport and finanical services industries. Dominic s
responsible for all financial and administration matters for
the Comparny.

the beneficial interast of each Director in the contributed
aquity of the Company are as follows:
No. of Urdinary

Shares
John W ingram 200,006
- Non executive chairman
Anthony J Scali 40,500,000
- Managing direcior
Nick [ Scali 40,600,000
- Non executive director
Gregory B Laurie 30,000
- Non executive director
Nicky © Scait 40,600,000

- Alternate director

* Shares are held by Scall Consolidated Pty Lirnfted, a
chrsctor-refated entity of Messrs Anthory, Mick and MNicky Scafi,

At the date of this report, there wers no oplions over
ordinary shares .

Directors have been in office since the start of the financial
year 1o the date of this report unless otherwise stated.




REVIEW OF OPERATIONS

Sales increased by 25% io $54.2 milion. Farnings before
interest, tax and depreciation rose by 18% to $11.7 millicn,
whilst Net Profit After Tax increased by 20% to $8.1 million,

During the year, new stores were open al Norwast in NSW,
Aspley and Fortitude Valley in Gueensland and Mile End in
South Australia.  In addition, the Company acquired three
existing siores in South Australia. AHl of these siores have
contributed 1o the result, and we will have the benafit of a full
year’s trading from those stores fom July 2005,

PRINCIPAL ACTIVITIES

The principal activities of the Company during the period
were the sourcing and retaling of household furniture and
related accessories. No significant change in the nature of
these aclivilies occurred during the period.

RESULTS OF OPERATIONS

The net profit of the Company for the financial year after
providing for income tax amount 1o $8.09m  {2004: $6.74m).

DAVIDENDS

Fully franked dividends fotaling $5.42m (2004 $9.83m
partially and fully franked) were paid duing the year. A fully
franked dividend of 3.5 cents per ordinary share has been
declared by the Direciors since balance date. Hased on the
number of shares outstanding at 30 June 2005, this would
amount to $2.84m. In accordance with Accounting Standard
AASBE1044 "Provisions, Contingent Liabilittes and Contingent
Assets®, this dividend has not been provided for in the
financial statements.

SIGNIFICANT CHANGES IN STATE OF AFFAIRS

There were no significant changes in the state of affairs of the
Company dursing the yvear.

SIGNIFICANT EVENTS AFTER BALANCE DATE

No matters or circumstances have arisen since the end of the
financial year which significantly affected or may significantly
affact the operations of the Company, the resulis of those
operations, or the state of affairs of the Company in future
financial years.

LECELY DEVELOPMENTS AND EXPECTED RESULTS

The Company intends to grow profitably through the
development of the siores network.

ENVIRONMEMTAL REGULATION AND PERFORMANCE

The Company's operations are not regulated by any
significant environmental reguiation under a law of the
Commonwealth or of a State or Territory.

The Cirectors are noi aware of any particutar or significant
environmental Issues which have been raized in relation to the
Company's operations dusing the financial period.
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DIRECTORS AND AUDITORS' INDEMNIFICATION

Curng the financial pericd, the Company has made an
agreement io indemnify ali the Directors and executive
officers against certain liabilties incurred as such by a director
or officer, while acting in that capacity. The premiums have
not been determined on an individual director or officer basis,
The directors have not included detalls of the nature of the
liabilities covered or the amount of the premium paid in
raspect of the drectors’ and officers’ llability insurance
contract, as such disclosure is prohibited under the terms of
the contract.

No other agreemeni to indemnify Directors, officers or
auditors have been entered into, nor have any payments in
relation to indemnification been made, during or since the
end of the financial pericd, by the Company.

REMUNERATION REFPORT

Remuneration Philosophy
the structure of non-exscutive director and  senior
managemant is separate and distinct.

Executive remuneration packages are curmently based on a
combination of fixed and performance based remuneration.
The performance measures are a combination of the financial
rasuits achieved by the Company and achievement of
individual fargets for each exscutive.

the Company infends to implement an equity-based long
ferm incantive plan within the next twelve months.

Non-execuiive director’s fees are all paid as fixed amounis
and are set in ine with those for comparable companies and
the responsibilities in respect of the Board and Committess.

Remuneration and Nomination Committee

the Hemuneration and Nomination Committee currently
consists of the non-executive direciors of the company and
is rasponsible for:

- Reviewing remuneration arrangements of senior
management.

- Fecommending o the Board any increase in the
remuneration of an existing senior employee of the
Company for which Board approval is required.

- Recommending to the Board the remuneration of a new
senior execuiive employee of the Company, for approval
by the Hoard.

- The setting of overall guidelines for Human Resources
policy, within which Senior Management determines
specific policies.

- Feviewing the performance of the Board and its sub
committess.

The committee has met once in the last twelve months, All
members atiended, togethar with the Managing Direcior and
Company Secretary. In addition, matters for consideration by
the Committee have been dealt with during the Board
meetings, where Bemuneration and Nomination Commiites
mermnbers were in attendance.
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Emoluments® of Directors of Nick Scali Limited

Salary and Fees  Superannuation Total
% %
JW. Ingram - Non-Executive Chalrman 69,266 - 69,266
Al Scail - Managing Director 356,794 11,585 368,379
N.D. Scali - Non Executive Director 58,984 - 58,884
G.R. Lauris -~ Non Executive Director 46,254 4,541 50,795
Emoluments” of Executive Officers of Nick Scali Limited #
Salary and Fess Bonus Superannuation Other Total
S 5 kA % %
Nicky B, Scali - 184,110 - 18,014 - 210,624
Marketing and It Manager
B.CY. Hul - 131,636 - 7,168 54,600 193,304
Chief Financial Officer
and Company Secretary
(ceased amployment 1 Apil 2005)
C. Chiera - 60,021 - 5,402 - 65,423
Chief Financial Officer
and Compary Secretary
(appointed & March 2005)
(. Sullivan - Cperations Manager 84,315 14,100 7.588 - 106,003

There are no other executive officers of the Company.
Thers were no share options granted by the Company.

The terms ‘Direcior’ and 'executive officer’ have been trealed as mutually exclusive for the purposes of this disclosure.

*  The elements of emoluments have been determined on the basis of cost to the Company.

# Executive officers are those directly accountabie and responsible for the operational management and strategic
divection of the Company.

The number of meetings of Directors {including meetings of commiitess of Directors) held during the year and the number

of meetings attended by each Director (including when represented by an alternats) were as follows:

Meatings of Commitlees

Directors' Audit  Remuneralion &

Mestings MNomination
Number of meetings held: 11 3 1
Number of meetings attended:
JM ingram 11 3 1
G.R. Laurie 11 3 1
AL Scail 11 3 1
N.D. Scali 11 3 1

Rounding
The amounts contained in this report and in the financial report have been rounded to the nearest $1,000 {where rounding
is applicable} under the option avallable o the Company under ASIC Class Crder 98/0100. The Corpany is an endilty to
which the Class order applies.
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6H0 George Street Fax 6 2 92485 3939
Sydney NSW 2000 X Sydney Sock
Australia Fxchange 10177

CFO Rox 2646
Secdney NSV 2000
Auditor’s Independence Declaration to the Directors of Nick Scali Limited
In relation to our audit of the financial report of Nick Scali Limited for the financial year ended 30
June 2003, to the best of my knowledge and belief, there have been no contraventions of the

auditor independence requirements of the Corporations Act 2001 or any applicable code of
professional conduct.

Frnit v e
Ernst & Young

;dﬁf}%}?ﬁ.
L

J K Haydon
Parther

Date: A’!/gus'f"' PrEvere

Non-Audit Services

The following non-audit services were provided Dy the entity’s auditor, Brnst & Young. The directors are satisfied that the
provision of non-audit services is compatible with the general standard of independence for auditors imposed by the
Corporations Act. The nature and scope of gach ype of non-audit service provided means that audior independence
was not compromised.

frnst & Young received or are due to receive the following amounts for the provision of non-audit senvices:

Tax compliance services 8,235
Special turnover audis 2,472

Signed in accordance with a resciution of the Board of Directors,

JW. Ihgram Chairman A.J. Scali Managing Director

Sydnay, B August 2005
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Statement of Financial Performance
For the year ended 30 June 2005

2005 2004

MNotes $'000 %000
Bevenue from Sale of Goods 2 64,217 43,392
Cost of sales 3(b) {22,525 {17,999)
Gross Profit 31,602 25,393
Other revenue from ordinary activitiss 2 581 416
Distribution expenses {502 {483}
Marketling expenses {4,202 {3,591}
Occoupation expenses {6,808} {8,812}
Administration expenses {9,273} 6,323}
Borrowing costs expense {20 22}
Written down vatue of property, plant & equipment sold - (24}
Profit from Ordinary Activities before Income Tax 11,468 9,574
Income Tax Relating to Ordinary Activities 4 {3,383 {2,837}
Profit from Ordinary Activities after Income Tax 8,085 6,737
Share issus costs 17 - (648
Total Revenue, Expenses and Valuation Adjustments
Attributable to Members of Nick Scali Limited
and Recognised directly in Equity - {648}
Total Changes in Equity other than those resulting from
Transactions with Owners as Owners attributable to
Members of Nick Scali Limited 5,085 6,089
Basic Farnings per Share {cents per share) 7 10.0 cents 8.7 cents
Diluted Earnings per Share {cents per share; 7 10.0 cents 8.7 cents
Net tangible Asset Backing per Share {cents per share) 12.3 cents 9.2 cants




Statement of Financial Position
As al 30 June 2005

2005 2604

Motes $'000 %000
CURRENT ASSETS
Cash assets 23 £,683 5,581
Raecsivableg # 2176 240
inventories i 3,888 6,423
Uiher financial assets 10 1 -
(ither assets 11 201 294
Total Current Assets 149,038 15,538
MOM-CURMENT ASSETS
Ceferred {ax assets 4 341 2G5
Property, plant and equipmant 12 2,888 1,656
intangible asssts 13 2,378 -
Total Non-Current Assets 5,607 1,852
Total Assets 24, 646 17,390
CURRENT LIABILITIES
FPayabies 14 10,454 6,714
tntarest bearing liabilities 15 6 2,185
Current 1ax liabilities 4 1,403 85O0
Provisions 16 225 250
‘Total Current Liabilities 12,088 D839
MON-CURRMENT LIABILITIES
tntarest bearing liabiities 15 1 -
Provisions 16 252 &7
Total Non-Current Liabilities 253 87
Total Liabilities 12,341 2,926
Net Assets 12,305 7,464
EQUITY
Contributed equity 17 3,364 3,364
Reserves 18 78 78
Retained profits 18 8,863 4,022
Total Equity 12,305 7,464




........

Statement of Cash Flow
For the year ended 30 June 2005

2005 2064

Motes $'000 S50
CASH FLOWS FROM OPERATING ACTIITIES
Becelpts from customers 5B0TH 47,727
Payments to suppilers and employees {47,909 137,807}
Interest received 371 345
Borrowing costs {20 {22}
Income fax paid {2,716 {3,460}
Net Cash Flows from Operating Activities 23a) 7,801 6,784
CABH FLOWS FROM INVESTING ACTIVITIES
Purchase of property, plant & eguipment {1,807} {625}
Acquisition of Adelaide stores 23(d} {2,092} -
Acquisition costs on acquisition of Adefaide stores (278} -
Proceeds from disposal of assets - 16
Net Cash Flows from [nvesting Activities (4,277} {60
CABH FLOWS FROM FINANCING ACTIVITIES
Bepayment of interest bearing liabilites (2,160 -
Payment of dividends on ordinary shares {3,244} {4,322}
HBepayment of hire-purchase liability principal {18} (53}
Procesds from issue of ordinary shares - 4,000
Payment of share issue costs - {648}
Payments to related pariies - 5,118}
Net Cash {Used) in Financing Activities {5,422) (6,141}
Net (Decrease)/Increase in Cash Held {1,808 34
Add Opening Cash brought forward 8,581 8,547
Closing Cash carried forward 23(b} 6,683 8,581
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{2} Basis of Accounting

The financial report is a genaeral-purpose financial report,
which has been prepared in accordance with the
raquirements of the Corporations Act 2001 including the
applicable Accounting Standards.  Other mandatory
professional reporting requirements {Urgent lssues Group
Consensus Views) have alsc been complied with.

{b} Changes in accounting policy

The accounting policies adopted are consistent with those
of the previous year.

{c} Taxes

Income taxes

Yax-effect accounting is applied using the fiability methed
whereby income tax is regarded as an expense and is
calculated on the accounting profit after allowing for
permanent differences. o the extent timing differences
occur between the time ftems are recognised in the
financial statements and when #Hems are taken into
account in detarmining taxable income, the net related
faxation benefit or liability, caiculated at current rates, is
disclosed as a future income tax benefit or a provision for
deferred income tax. The nst future income tax benefit
ralating to tax losses and timing differences is not carried
farward as an asset unless the benefit is virtually certain of
being realised.

Goods and Services Tax (GST)

Revenues, expenses and assets are recognised net of the
amount of GST except where the GET ncwred on a
purchase of goods and services is not recoverable from
tha taxation authority, in which case the G5T is recognised
as part of the cost of acquisition of the asset or as part of
the expense item as applicable and except for receivablas
and payables which are siated with the amount of GST
included.

The net amount of GST recoverable from, or payable to,
the taxation authority is included as part of recelvables or
payabies in the Statement of Financial Position.

Cash flows included in the Statement of Cash Flows are
on a gross basis and the GST compoenent of cash flows
arising from investing and financing activities, which is

recoverable from, or payable 1o, the taxation authority are
classified as operating cash flows.

Commitments and contingencies are disclosed net of the
amount of GST recoverable from, or payable 1o, the
faxation authority.

{d} Property, Plant and Equipment

All classes of property, plant and equipment are measured
at cost.

Capraciation is provided on a straight fine basis on all
property, plant and equipment.

Major depreciation pericds are:

2005 2004
Office equipment 10%-33.3% 20%-33%
Furniture and fittings 20%-33% 10%-33%
Leasehold improvements  Lease term t ease term

20%-22.5% 20%
20%-22.5%  20%-22.5%

Plant & Equipment

Motor vehicles

{e} Leases

Leases are classified at thelr inception as sither operating
or finance leases based on the economic substance of the
agreement sc as to reflect the risks and benefits incidental
o ownership.

Operating leases

The minimum lease payments of operating leases, where
the lessor effectively retains substantially all of the risks
and benefits of ownership of the leased items, are
recognised as an expense on the straight line basis.

The lease incentive liablity in refation to the non-cancelable
operating lease is being reduced on an imputed interest
basis over the term of the lease at the rale implicit in the
lease. Contingent rentals are recognised as an expense in
the financial year in which they are incumed.




{f Inventories

wentorles are valued at the lower of cost and net
realisable value. Weighied average cost is used io
value inventories,

Costs incurred in bringing each product fo its prasent
lncation and condiion are accountad for as follows:

Fnished Goods - Purchase price plus freight, cartage and
impoert dutiss are included in the cost of finished goods.

{g) Employee Entitlements

Provision is made for employes entilernent benefits
acounulated as a resull of employess rendering services
up to the reporting date. These benefiis include wages
and salaries, annual izave and long service leave,

Liabilities arising in respect of wages and salaties, annual
leave, long service leave and any other smplovee
entilements expected to be settled within twelve months
of the reporting date are measured at their nominal
amounts.

Employee entiiements expenses and revenues arising in
respact of the following categories:

- wages, salaries, non-monstary benefits, annual leave,
long service leave, sick lsave and other leave
entitterments, and

- other types of employee entiflements are charged
against profiis on a net basis in thelr respective
categorias.

th) Foreign Currencies

fransiation of foraign currency transactions

Transactions in foreign currencies are converted o local
currency at ithe rates of exchange ruling at the date of
the transaction.

Amounts payable to and by the entity that are outstanding
at the balance date and are denominated in foreign
currencies have been converied to local currency using
rates of exchangs ruling at the end of the financial year.

All resulting exchange differences arising on settlement or

resettiement are brought to account in determining the net
profit or loss for the financial year.

Notes to the Financial Statements
For the year ended 30 June 2005

(i) Derivative financial instruments

Foreign exchange cantracts

The Company enters into forward exchangs contracts
where it agreas to buy or seli specified amounts of foreign
currencias in the future at a predetermined exchangs rate.
The objective is to maich the confract with anticipated
future cash flows from sales and purchasss in foreign
currenclas, to protect the Company against the possibiity
of lnss from future exchange rate fluctuations. The forward
exchange coniracts are usually for no longer than
four months.

(i Cash and cash equivalents

Cash on hand and in bank and short-term deposits are
stated at the lower of cost and net realisable valus,

for the purposes of the Statement of Cash Fows, cash
inciudes cash on hand and in banks, convertible into cash
within 2 working days.

(&} Revenue Recognition

Sales revenue is recognised in profit & loss account on
delivery of furniture to customers. Customers deposits are
held in a forward deposit accouni and transferved 1o trade
debtors on receipt of goods. Inferast is recognised when
the contral over the right to recsive interest is obiained.

() Trade and other receivables

Trade receivables are recognised and carried at original
invoice amount less a provision for any uncollectible debts.
An estimate for doubtful debts is made when collection of
the full amount is no longer probable. Bad debis are
written-off as incured.

{m) Recoverable amounts
Non-current assets are not carried at an amount above

their recoverable amount, and where carying values
excead this recoverable amount assets are written down.




Notes to the Financial Statements
For the year ended 30 June 2005

{n} Trade and other payables

Liabifities for wade creditors and other amounts are carried
at cost which is the falr value of the consideration fo be
paid i the future for goods and services recelved, whether
of not billed to the company.

Fayables tc relaled parties are carried at the
principal amount.

{0} Interest bearing liabilities

All external loans are measured at the principal amount,
tntarest is charged as an expense as it accrues,

{p} Provisions

Frovisions are recognised when the economic entity has a
legal, equitable or constructive obligation to make a future
sacrifice of economic benefits to other entities as a result
of past fransactions or other past events, it is probable
that a fuitre sacrifice of economic bensfits will be required
and a refiable sstimate can be made of the amount of
the cbligation.

A provision for dividends is not recognised as a Hability
unless the dividends are declared, delermined or publicly
racommended on or before reporting date.

{q} Contributed Equity

Ordinary share capital is recognized at the fair value of the
consideration received by the company.

Any transaction cosis arising on the issus of ordinary
shares are recognised directly in equity as a reduction of
the share proceeds recelved.

{r} Lease incentive contributions

Yhe Company has received financial centive
contributions from  the leases on ceriain stores.
On receipt, these incentive contributions are recorded as a
liability in the financial statements.

Yhe lability is reduced and amortised over the
lease term.

{s} Earnings per share

Basic EPS is calculated as net profit atirbutable to
members, adiusied to exclude costs of servicing equity
(other than dividends), divided by the weighted average
number of ordinary shares, adjusted for any bonus
slement.

Ciluted EPS is calculated as net profit attibutable to
members, adiusted for:

- costs of servicing equity (other than squity}

- the affer tax effect of dividends and interest associated
with cilutive potential ordinary shares that have been
recognised as expenses,; and

- other non-discretionary changes in revenues or
expensas during the period that would resuft from the
dilution of potential ordinary shares,

divided by the weighted average number of ordinary
shares and dilutive potential ordinary shares, adjusted for
any bonus element.

{tt Comparatives

Where necessary, comparatives have been reclassified
and re-positioned for consistency with current year
disclosures.

{1} Intangibles

Goodwill

Goodwil represents the excess of the purchase
consideration over the fair value of identifiable net assels
acquired at the time of acguisition of the Adeliade stores.
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2005 2004
S'000 000
Hevenue from operating activities
Sales revenus 54,217 43,392
Total revenus from operating activities 54,217 43,392
Hevenue from non operating activities
Progeads from sale of property, plant & sguipment - 16
lnterest income 371 345
Other income 210 54
Total revenue from non operating activities 581 416
Total revenue from ordinary activities 54,798 43,808

Operating profit before income tax has been determined afier:

(a) Expenses

Bad debts written off 4 4
Depreciation/Amortisation of non-current asseis
Office equipment 199 203
Furniture and fittings 87 118
Leasehold improvements 305 306
Motor vehicles B4 37
Totad depreciation/amortisation of non-current assets 6525 a4
Rental expense on cperaling leases 5,034 4,750
(b) Losses/(gains)
Nat foreign currency (gain) * {115} {494}
Net loss/(gain} on disposal of property, plant and eguipment - 8

" Exchange gain has beert included in cost of sales
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S
G
£
o
2005 2004
000 $'000

Frima facie income tax on operating profit before income tax @ 30% 3,441 2,872
Yax effect of permanent diferences:
Deductible costs for raising capital - {39
{Overl/under provision Prior Year 25) 2
Other permanend differences {33 2
3,383 2,837 ;

Beferred tax assets and liabilities
Current tax payable 1,403 890
Futwe income tax benefit 341 206

The fuitre income tax benefit will only be obtained if:

(@)} fuiure assessable income is derved of a najure and of an amount sufficient 1o enable the benefit 1o be realised;
(b} the conditions for deductibility imposed by tax legislation continue to be complied with; and

(c} no changses in tax legislation adversely affect the Company in realising the benefit.

{2} Dividends paid during the year
Pre-1PO dividends paid to pre-IPC shareholder, - 8,831

{b} Dividends declared and paid during the year relating
to previous financial year

A final dividend of 1.00 cent per share, in relation o the year
ended 30 June 2004, was paid on 29 October 2004, 810 -

(b} Interim dividends declared and paid during the year,
relating to current financiat year

An interim dividend of 3.00 cents per share was paid on 31 March 2005 2,434 -

{d} Dividends declared and not recognised at year end

In addition to the above dividends, since the year-end, the directors

have declared the payment of a final fully franked dividend of 3.5 cents

per share for the year ended 30 June 2005 (2004 1.00 cent per share).

The aggregate amount of the proposed dividend expected 1o be paid

on 31 October 2005 out of retained profits at 30 June 2005, has not

been recognised as a liability at year end. 2,836 810

6,079 10,6841

{e} Dividend franking account
The amount of franking credits available for the subsequent financial year are:

- franking account balance as at the end of the financial year @ 30% (2004 30%:; 1,327 2
- franking account balance that will arise from the payment of income tax

as at the end of the financial year 1,403 820
- franking account balance that will arise from the payment of fully franked dividends {1.215) (347)

1,515
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2005 2004
8 5
Amounts received of due and receivable by Ernst & Young for:

- audit or review of the financial report of the Company 90,442 0,000

- other sendces provided to the Company lincluding taxation compliance
and advice and performance of special turnover audits] 10,707 36,759
101,149 96,700
- sapvices related to Initial Public Offering, capifalised in Contributed Equidty 207,662
2005 2004
MNote $000 £000

{a) Farnings used in calculating basic earnings per share 8,085

No. of
Shares
2005

b Waeighted number of shares outstanding used to calcutate basic BPS 81,000,000

Cents
per Share

Basic sarnings per Share 10.0

Diluted earnings per share 100

6,737

HNo, of
Shares
2004

77,852,514

Cents
per Share

8.7
8.7

Current

Trade debtors 400 222

Hadging foreign currency receivable 28(b} 1,604 -

Sundry detstors 171 18
2176 240

{a) Terms and conditions relating to the above financial instruments:
i Trade debtors are non-interest bearing and generally on 30 day or less terms,
it Sundry debtors are non-interest bearing and have repaymeni terms of between 30 and 80 days.

—
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S
o

2005 2004

$ 3

Finished Goods 8,441 5,752
Frovision for diminution in value - {10G)
8,441 5,652
Siock in fransit 1,447 771
9,888 6,423 &

Ceposits H -

Frepaid expenses 291 294

Office equipment - at cost 2,088 1,039
Accurmulated depreciation {7a55) {o58)
1,333 483

Furniture & fittings - at cost 886 856
Accumulated depreciation (497) {430)
191 228

Leasehoid improvements - at cost 2,308 1,004
Less: accumidated depreciation {1.082) (787}
1,213 717

Motor vehicles - at cost 324 249
Accumulated depreciation (173 (119
151 130

Total property, plant and equipment
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2005 2004
S 000 £000
Beconciligtion of the carrying amounts of property, plant & equipment
at the beginning and end of the current financial year
Office Fouipment
Carrying amount at beginning 483 483
Additions 1,030 203
Addiions as part of acquisition of Adelaide sicres 19 -
Depreciation chargsd {199 {203)
1,333 483
Furniture & fittings
Carrying amount at beginning 226 224
Additions 32 120
Depreciation charged {67} {118}
1491 226
{ easehold improvemenis
Carrying amount at beginning 717 844
Additions 801 179
Depreciation charged {308} (306}
1,213 717
Motor vehicles
Carrying amount at beginning 130 65
Additions 44 123
Additions as pari of acquisition of Adelaide siores 31 -
Blisposals - {24}
Depreciation chargsd {54} a7
151 130
2,888 1,606

o Goodwill paid on acquisition of stores in Adelaide 2,100 -
o Acguisition costs 278 -
&
ol Total intangibles assets 2378 -
%!
5
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2008 2004
MNotes £000 000

Trade cradiiors 1,321 1,155
Customer deposits 3,998 2,964
Hedging foreign currency payable 26ib) 1,605 -
Other creditors and accruals 3,630 2,695

10,4564 5,714

{2} Terms and conditions
Yerms and conditions relating to the above financial instruments
i "frade credifors are non-interest bearing and are normally settled on 3C day tenns
{iy Other creditors are non-interest bearing and have an average of 30 to 60 days.
{ily Australian Dollar Eguivalents of unhedged amounts payable in foreign currencies not effectivaely
hedged included in trade crediors at year end was 161,286 {Furo 91,338}

Commarcial bills - secured - 2,176
HE Hability 8 30
Less: deferred charges (1) {21}
7 2,180

Cisclosed as:
- current liability 5 2,185
- non-current liabifity 1 -

Tferms and conditions
Yerms and conditions relating to the above financial instruments
it The bank facilities are secured by a first registered charge over the assets and undertakings of the company.
The commercial bills relate to refinanced letiers of credit, denominated in US dollars and are fully hedged by
forward exchange contracts taken out by the Company.
il The hire purchase facility relates to a Company owned van, forklift and photocopiern, with the final payments
due in June 2005, Becember 2005 and November 2007, respectively.

Current
Employes benefits refer Note 21) 225 250

Non-Current
Employes benefits refer Note 21)




Notes to the Financial Statements
For the year ended 30 June 2005

81,000,000 {2004: 81,000,000) fully paid ordinary shares 3,364 3,384
2005 2008 2004 2004
Number of 000 Murmber of $'000
ordinary shares ordinary shares
Movement in ordinary shares on issue
Balance at the beginning of the financial year &1,000,00C 3,364 5,003 12
lssued o existing sharehoider following
capital reconstruction - - 78,993,997 -
lssued during the year pursuani to the
Nick Scali Limited prospectus dated 18 April 2004 - - 4,000,000 4,000
Transaction costs refating to shars issue - - - 648}
Hailance at the end of the financial year &1,000,00G 3,364 81,000,000 3,364

(a) Terms and conditions of contributed equity

Ordinary shares are entitted o receive dividends as declared and, in the event of winding up the Company, fo pariicipate
in the proceeds from the sale of all surplus assets in proportion o the number of and amounts paid up on shares held.
Ordinary shares entitle thelr holder to one vote, either in person or by proxy, at a meeting of the Company.

Capital profits 78 78

78 B

Capital profits reserve

Opening balance 78 5,588
Transfer 1o refained eamings - {5,510}
Ciosing balance at 30 June 2006 78 78

(a) Capital profits reserve
) Nature and purpose of reserve

Capital Profits Reserve is comprised wholly of the surplus on disposal of assets that weare
acquired prior to the infroduction of Capital Gains Tax provisions.

Retained profits

Opening Halance 4,022 1,606
Profit from Ordinary Activities after lncome Tax 8,085 8,737
Transfar from Capital Profits Reserve - 5,510
Dividend Paid {3,244} 9,831}
Closing Balance 8,863 4,022
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2008
2000

2004
000

{2} Hire-purchase commitments payable

- not later than one year 7 22
- later than one year but not later than five years 1 3
- total minimum lease payments B 30
Geduct future finance charges (1) {21}
- fease liability 7 o
{b} Cperating leasing expenditure commitments
- not later than one year 8174 4,352
- later than one year but not later than five years 27,568 14,214
- later than 5 years 12,277 5,457
Agagreqate expenditure contracted for at balance date 48,019 24,023

Thers are no contingent liabilitiss at the end of the financial year.

Aggregate employee benefits, including on-costs

Provision for empioyee bensfiis

- currant {refer Note 16} 225 250
- non-curent frefer Note 16) 252 87

Accrual for wages and saiaries included in ‘other creditors and accruals'
- current {refer Notg 14} 77 &85
5564 425
2008 2004

Number of employess

Number of full time and part-time employess at balance date 188 102

Superannuation funds

The Company contributes to a number of superannuation funds which axist to provide benefits for employees and their
dependants on retirement, death or disability, subject 1o the rules of the funds. Al of the funds are defined contribution
funds and as such the Company has no commitment o fund retirement benefits, other than as specified in the rules of

the regpective funds and the reqguirements of the Superannuation Guaraniee Change Act.

No significant events subsequent 10 balance date have ocoured that reguire separate disclosure.

™

o

(i‘;_}
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2008 2004
000 £000

(a) Reconciliation of operating profit after tax to net cash flows from operations
Profit from ordinary activities after {ax 8,085 68,737
Non-Cash ffems
Depreciation of non-current assets 6525 664
{GainyLoss on disposal of property, plant and equipment - (2]
Changes i assels & fiabilities
{increase) in vaiue of trade & other receivables {1,936 {38}
{increase] in value of inventorias {2,981 {291}
Decrease / {increase) in other financial asset {1} 12
Decrease / fincrease) in value of prepayments 3 {235}
Increase in vaiue of bill Habilities - 1,205
{Cecrease} / increase in value of payables 3,224 {700}
ncrease in value of provisions 144 45
{Decrease} / increase in value of tax provision 713 {658}
{Decrease) / increase in value of fulure income tax benefits {45) 35
Net cash flow from operating activities 7,801 6,784
{b) Reconciliation of Cash
Cash balances comprise:

- gash on hand 6,683 8,581
{c) Financing Arrangements
The following operating lines of credit were availatyle at balance data:

- credit facilities 5,600 5,600

- amount utilised 1,797} (3,904}
Unused credit facilities 4,803 1,686

(d) Acquisition of Adelaide Businesses

On 1 March 2005 the Company acquired selected assets of Payneham Home Furnishings Pty Lid, an Adelaide based
furniture retaller. The components of the acquisition costs were:

- plant and equipment 5
- inveniory 484
- customer deposits B2
- employee provision {13
- goodwill arising on acquisition 2,100
2,052
Net cash effect
- cash paid for purchase of assets as reflected
in the statement of cash flows 2,002
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Directors
The names of the directors who have held office during the financial year, together with detalls of directors’
remuneration, are set out in Note 25,

Apart from the details disclosed below, no Direcior has entered into a material confract with the Cornpany since
the end of the pravious financial period and there were no materal contracts involving directors’ inferests existing

at balance date.

Related party arrangements

Chatswood and Aubum Leases
The Company leases premises at Chatswood and Auburm, both in New South Wales, from entiies controlled by
Masars Anthony Scall and Nick Scali.

The foliowing detalls the term and rent payable by the Company in respect of each of the above premises leased.

Lease rentals are determined on an arms length basis.

All other material terms of these leases are of a nature that would be typically entered info between unrelated parties.

Location 242-248 Parramatta RBoad, Auburn, NSW 575 Pacific Highway, Chatswood, NSW
Term 10 years, commencing 1 March 2004 7 years, commencing 1 Aprit 2004
Fent 3682,0688 [plus GSTY per annum $406,800 (plus GST) per annum

Employment/Consuftancy Agreemenis

Anthony Scali

Nicky U Scali

Nick Scali

Type of agreement

Empioyment agreement

Emptoyment agresment

Consultancy agreement

Title Maraging Director Marketing and Information Consultant
Technology Manager
Remuneration $350,000, subject 200,000, subject $60,000, subject
to annual review, {0 annual review, to annual review,
commencing May 2004 commencing May 2004 commencing May 2004
Term Evergreen Evergresn 3 years
MNon compstition period 12 mordhs 12 months 12 months
after termination, after termination, after termination,

within Australiz

within Australia

within Australia

Other related party transactions
The foliowing dealings between the Company and the directors and personally-related entities were made in the
ordinarily course of business on normal commercial ferms and conditions

Year ended 30 June 2005:

- The Company paid property lease renials and outgoings 1o personally related entities of Messrs Anthony Scali and
Nick Scali totalling $1,156,088 during the yvear
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Year ended 30 June 2004.
- A personally-related entity of Messrs Anthony Scali and Nick Scali disposed of 36,500,000 shares in the Company
as part of the Inftial Public Offer in May 2004, The transaction value was $36.5m.

- Parsonally related entities of Messers Anthony Scali and Nick Scali made or repaid loans to the Company during the
year. Al loans were seffled prior to the Initial Public Offer in May 2004, There are no loans cutstanding to or from
any personally refated entities,

- The Company paid property jease rentals and outgoings o personally related entities of Massrs Anthony Scall and
Nick Scall totalling $1,080.675 during the year

(a) Remuneration of Specified Directors and Specified Executives

) Remuneration philoscphy
The structure of non-executive director and senior management is separate and distingt.

Executive remuneration packages are currently based on a combination of fixed and performance based remuneration.
The performance measures are a combination of financial resuits achieved by the Company and achievement of
individual targets for each executive.

The Company intends to implement an equity-based long term incentive plan within the next twelve monihs.

Non-executive director’s fees are gl paid as fixed amounts and are set in line with those for comparable companies and
the responsibiliies in respect of the Hoard and Committees.

Bemuneration and Nomination Commitiee
The Remuneration and Nomination Commities currently conasisis of the non-executive directors of the company
and is responsible for:
- Reviewing remuneration arrangemenis of senior management.
- Recommending to the Board any increase in the remuneration of an existing senior empioyes of the Company for
which Board approval is required.
- Recommending to the Board the remuneration of a new senior executive employes of the Company, for approval
by the Board.
- The setting of overall guidelines for Muman Resources policy, within which Senior Management determines
specific policies.
- Reviewing the performance of the Board and its sub committess.

The commitiee has met once in the last twelve months. Al members attended, together with the Managing Birector and
Company Secretary. In addition, matters for consideration by the Comimittee have been dealt with during the Board
mestings, where Remuneration and Nomination Committee members were in altendance.

Salary and Cash Superannuation Total
Foes Bonus
§ & g 8

Specified Directors

JW. Ingram 60,2668 - - 69,266
Non-Executive Chairman

A, Scali 306,794 - 11,585 368,374
Managing Director

N.O. Scali 08,984 - - 58,8984
Non-Executive Director

G.R. Laurie 44,254 - 4,541 50,795
Non-Executive Director

TOTAL 531,298 - 168,126 b7 404

There are no refirement benefits payabie to non-executive directors and no share options have been
izsued by the Company.
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Employmant agreements have been entered into with the Managing Ulrector, the Marketing and Information technology
Manager and the Company's founder, Mr N.D. Scali. The details of these agreements are disclosed in Note 24 above.

Salary and Cash Superannuation Other Total
Fees Bonus
S 5 3 % %

Specified Executives
Nicky £, Scal 184,110 - 18,014 - 210,624
Marketing and It Manager
B.C.Y M 131,636 - 7,168 54,600 163,304
Chief Financial Officer
and Company Secretary
(ceased employment 1 Apil 2005)
C. Chiera 60,021 - 5,402 - 65,423
Chief Financiat Officer
and Company Secretary
(appointed 9 March 2005)
G. Sullivan 84,315 14,160 7,588 - 106,603
Opearations Manager
TOTAL 470,082 14,100 38,672 54,600 575,554

The bonus peid to the Operations Manager was determined on the basis of performance criteria, including defivery

and cost targets.

{b} Shareholdings of Specified Directors and Specified Executives

Balance Mat Change Balance

1 Jub 2004 30 sune 2005
Shares held in Nick Scali Limited {number)
Specified Directors
JW. Ingram 200,000 - 200,000
A Scall, N.D. Scali & Nicky D. Scali # 40,500,000 - 40,500,000
G.R. Laurie 30,000 - 30,000
Specified Executives
B.C. Y. bui 463,000 453,000
Chief Financial Officer and Company Secretary
(ceased employment 1 Aprit 2008)
C. Chiera - - -
Chief Financial Officer and Company Secretary
(appointed D March 2008)
G. Sullivan - -
Operations Manager
TOTAL 41,183,000 41,183,000

# Shares are held by a personally-related entity of Messrs Anthony, Nick and Nicky D, Scali.




(a) Interest Rate Risk Exposure

Notes to the Financial Statements
For the year ended 30 June 2005

The Company's exposure 1o interest rate risk and the weighted average interest rate for classes of financial assets and

Habiliies is set out below:

nterest interest MNon-interest
As at 30 June 2005 Note Rate Bearing Bearing Total
Ya 3000 S'000 $'800
Financial Assets
Cash 230} 5.52% £,683 . 6,683
Receivables 3 - - 571 571
Hedging foreign currency receivable 26ih) - - 1,606 1,608
5,683 2,176 8,659
Financial Liabilities
Payables 14 - - 8,848 5,649
Irterest-bearing liabilities 15 8.26% 7 - 7
HMedging foreign currency recelvable 26(0) - - 1,805 1,805
7 10,454 10,461
As at 30 June 2004
Financial Assets
Cash 23(b) 5.00% 8581 - 8,581
Receivables 8 - - 240 240
& 581 240 8,821
Terms and Conditions
Hecelvables are non-interest bearing.
Financial Liabilities
Payables 14 - - 5,714 65,714
Irterest-bearing liabilities 15 5.00% 2,188 - 2,185
2,180 5,714 8,859

Terms and Conditions

Trade and other creditors are non-interest bearing and have repayment terms of 30-80 days.
Customer deposits are non-interest bearing.
Bank bills, included as interest-bearing liabilities, are denominated in US dollars.




Notes to the Financial Statements
For the year ended 30 June 2005

{b} Foreign Exchange Risk
The Company enters into forward exchange contracts fo hedge certain anticipated inventory cammitments denominated
in foreign currencies.

The terms of these commitments do not exceed four months.

The Company’s policy is fo entar into forward forgign exchange contracts to hedge foreign curency denominated
inventory purchases based on firm orders placed with overseas suppliers, within Board approval mis.
At balance date, the values of forward exchange contracts outstanding were as foliows:

30 June 2008 30 June 2005

Foreign Currency Australian §
Value Eguivalent
United Sates Dollars 1,223 881 1,804,879

{c} Credit Risk Exposure
Craedit exposure represents the extent of credit related losses that the Company may e subject to on amounts o be
axchanged from financial assets.

The Company, while exposed to credit related losses in the event of non-performance by counter-parties 1o financial
instruments, does not expect any counter-parties to fail to meet their obiigations.

On- Balance Sheef Financial insfruments

The credit risk on financial assets, excluding invesiments, which have bsen recognised on the Statement of Financial
FPasition are the carrying amount, net of any provisions for doubstful debts,

The Company minimizes concentration of credit risk by undertaking refatively smali value transactions with a large number
of customers, and the majority of ransactions are cash, cheque or credit card based. The Company is not materially
axposed to any individual customer,

Forward foreign currency exchange confracts are subject to credit risk in relation to the relevant counier- parties, which
are the Company's bankers.

The maximum credit risk exposure on forward foreign curency contracts is the full amount of the foreign currency the
Company pays when setlement occurs, should the counter-party fall to pay the amount which i Is commitied to pay the

Company.

The full amount of the exposure 1f disclosed at Note 26(b) above.

{d} Net Fair Value of financial Instruments
The carrying amounts of financial assets and labilities approximate thelr fair valuss.

The company operates in one indusiry segment being retall furniture and in one geographical kocation, being Australia.




Notes to the Financial Statements
For the year ended 30 June 2005

Nick Scali Lirnited has assessed the key areas that may have been impacted by the transition to IFRS. This will form
the basis of accounting for IFRS in the future, and is required when the Company prepares its first fully compliant
financial report for the year ended 30 June 2006

In particuiar, the Company has analysed the following standards with regard 1o the potential impact on the accounis.
These inpacis are best estimates and subject to changs.

» inventories (AASE 102) - Inventories are specifically identified, and the costs of bringing the inventory to the
warehouses (carfage, freight and duty) is included. This cost is less than net realisable value, and is therefore the
appropriate measure as per the standard.

*  Segment Reporting (AASE 114) — The Company operates in one segment (retall) and in Australia only. There is
tharefore no additional reporting required.

*  Proparty Plant & Equipment {AASE 118} - Given the nature of the Company’s property plant & sgquipment, the
current method of measuring at cost and depreciating on the basis of useful life continues to be appropriate.

*  Bent Under Operating Leases (AASE 117} - The leases the Company enters into are generally ones whers rent
increases are either SR, market or fixed percentages (usually around 3 — 3.5%). The increases therefore generally
reflect CP increases. The Company considers that the leases reflect the time pattern of the benefit received and

hence there is no material impact on the transition to IFRS.

*  Employes Benefits (AASE 119 — The diference to the balance sheet as a result of the adoption of this standard is
not materta.

» The Effects of Changes in Foreign Exchange Rates (AASE 121} — Fair value hedge accounting can only be
considered where effectiveness tests are mel. Ineffectiveness cutside the prescribed range preciudses the use of fair
value hedge accounting and can result in significant volatility in the Statement of Financial Performance. Nick Scali
currently haedges its foreign exchange risk and under AIFRS these hedges will be classified as fair value hedges. Fair
value movements in fair value hedges will not lead to volatility in equity reserve balances. The Company aims fo
continue 1o align s hedging transactions o underlying exposures o achieve hedge accounting eligibility and
thareby reduce Statement of Financial Performance volatility.

» impairment of Assets (Goodwilly (AASE 136} - The Company acquired goodwill and other assets on the acouisition
of the Adelaide stores. The Company has assessed the carrying value of goodwill as at June 2005 undar the
impairmant test, and consider the carrying vaiue to be appropriate.

The company does not expect any material impact on transition to IFRS.




Directors' Declaration

tn accordance with a resolution of the directors of Nick Scali Limited, we siate that:
1} In the opinion of the directors .
{a) the financial statements and notes of the company are in accordance with the Corporations Act 2001, including:

i giving a true and fair view of the company's financial position as at 30 June 2005 and of the performance
for the year ended on that date; and

fit complying with Accounting Standards and Corporations Regulations 2001, and

) there are reascnable grounds to belleve that the company will be able to pay its debis as and when they
become due and payable.

2} This declaration has been made after receiving the declarations required to be made o the directors in accordance
with section 295A of the Corporations Act 2001 for the financial period ending 30 June 2005,

On behalf of the Board

G \

JW. Ingram Chairman A.d. Scali Managing Director

Sydney, 9 August 2005
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Independent audit report to members of Nick Scali Limited

Scope

The financial report and directors’ responsibility

The financial report comprises the statement of financial position, statement of financial
performance, statement of cash flows, accompanying notes to the financial statements, and the
directors® declaration for Nick Scaii Limited (the company), for the year ended 30 June 2005,

The directors of the company are responsible for preparing a financial report that gives a true and
fair view of the financial pesition and performance of the company, and that complies with
Accounting Standards in Australia, in accordance with the Corporations Act 2001, This includes
responsibility for the maintenance of adequate accounting records and internal controls that are
designed to prevent and detect fraud and error, and for the accounting policies and accounting
estimates inherent in the financial report.

Audit approach

We conducted an independent audit of the financial report in order to express an opinion on it to the
members of the company. Qur audit was conducted in accordance with Australian Auditing
Standards in order to provide reasonable assurance as to whether the financial report is free of
matertal misstatement, The nature of an audit is influenced by factors such as the use of
professional judgement, selective testing, the inherent Hrnitations of internal contrel, and the
availability of persuasive rather than conclusive evidence. Therefore, an audit cannot guarantee that
all material misstatements have been detected.

We performed procedures to assess whether in all material respects the financial report presents
fairly, in accordance with the Corporations Act 2001, including compliance with Accounting
Standards in Australia, and other mandatory financial reporting requirements in Australia, a view
which is consistent with our understanding of the company’s financiaf position, and of its
performance as represented by the results of its operations and cash flows.

We formed our awdit opinion on the basis of these procedures, which included:

. examining, on a test basis, information to provide evidence supporting the amounts and
disclosures in the financial report, and

. assessing the appropriateness of the accounting policies and disclosures used and the
reasonableness of significant accounting estimates made by the directors.

While we considered the effectiveness of management’s internal controls over financial reporting
when determining the nature and extent of our procedures, our audit was not designed to provide
assurance on internal controls,

We performed procedures 1o assess whether the substance of business transactions was accurately
reflected in the financial report. These and ovr other procedures did not include consideration or
judgement of the appropriateness or reasonableness of the business plans or sizategies adopted by
the directors and management of the company.

Liability limited by the Accountants Scheme, approved
waiber the Peofessional Sdandards Act 1994 {NSW)
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E FRNST & YOUNG
Independence

We are independent of the company, and have met the independence requirements of Australian
professional ethical pronouncements and the Corporations Act 2001. We have given to the directors
of the company a written Auditors” Independence Declaration a copy of which is included in the
Director’s Report. In addition to our audit of the financial report, we were engaged to undertake the
services disclosed in the notes to the financial statements. The provision of these services has not
impaired our independence. i

Audit opinien
In our opinion, the financial report of Nick Scali Limited is in accordance with:
{a)  the Corporations Act 2001, including:

(i) giving a true and fair view of the financial position of Nick Scali Limited at 30 June
20035 and of its performance for the year ended on that date; and

(i)  complying with Accounting Standards in Australia and the Corporations Regulations
2001; and

(b}  other mandatory financial reporting requirements in Australia.
\
End il /owfﬁ
Emst & Young '
A m

J X Haydon

Partner

Sydney

Date: 9 A,_,-Z st R00§




ASX Additional Information

Additional information required by the Australian Stock Exchangs Ltd and not shown slsewhars in this report is as foliows.
The information is current as at 30 June 2005,

(a) Distribution of shareholders, by size of holding, are:

Sharsholders No. of Ordinary
Category Shareholders
1-1,000 143
1,001 - 5,000 404
5,001 - 10,000 297
10,000 - 106,000 274
100,001 and over 27

1,145

(b) Twenty largest shareholders as at 30 June 2005
MNo. of Ordinary  Percentage of

Name Shares Heid Capital Held
Scall Consclidated Pty Limited 40,500,000 50.00%
National Nominees Limited 7,812,865 9.40%
BBC Global Services Aust /L 4528 760 5.59%
REC Global Sarvices Aust P/L 4 208,773 5.20%
Citicorp Nominees Pty Lid 2.717.625 3.356%
Citicorp Nominges Pty Lid 1,681,266 2.32%
Queensland Investment Corparation 1,312,657 1.62%
Health Super Py Uid 1,083,012 1.36%
J P Morgan Nominees Aust Ltd 1,034,952 1.28%
ANZ Nominees Lid 818,168 1.01%
ANZ Nominess Lid 580,862 0.84%
Mutual Trust Pty Lid 475,000 0.58%
BBC Global Services Aust Nominses P/L 240,820 0.30%
Thang Pty Ltd 218,000 0.27%
AUST Executor Trustees NSW Ltd 200,000 0.25%
Mr Barnard Choon Yin Hul 200,000 0.25%
Mr John Weir Ingram 200,000 0.25%
Mr Michael Richard Gordon & Mrs Gordan 188,000 0.23%
Cogent Nomineaes Pty Lid 157,724 0.19%
Steve Jarvin Motors Pty Ltd 150,000 0.19%
68,418,484 84.47%

{c) Substantial shargholders

T The names of substantial shareholders who have notified the Company in accordance with section 6718 of the

g Corporaiions Act 2001 are:

5}} Shareholder Crdinary SBhares

- Scail Consolidated Pty Limited 40,500,000

”E Commonwealth Bank Group 5,291,811

{5 Parpetual Trustees Australia Limited 9,309,670

ﬁ 85,101,487

z

{d) Voting rights
All ordinary shares carnry one vole per share without restriction.
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Notice Of Annual General Meeting

Motice is hereby given that the Annual General Meeting of Nick Scali Uimited {"the Company™} will be held at Nick Scali
Head Office, 3-9 Birnie Avenus, Lidcombe, on Monday, 24 October 2005 at 11.30am.

Business
(1) o receive and consider the Statement of Financial Position and Statement of Financial Performance of the

Company, the Directors” Declaration and the Blrectors” Report and independent Audit Beport for the year
ended 30 June 2005,

Re-alection of direciors:

i)

dir N.D.Scall, who retires in accordance with the Company’s Constitution and being eligible,
offers himself for re-alaction.

M Scali founded the business of Nick Scall over 40 years ago and continues to act as a consuliant to the
Company. He was solely responsibie for the business untit 1982, He is considered a pioneer and innovator in the
importing and retailing of future and kitchens into Australia. Over the years, he has served on a number of public
company boards, founded other enterprises and has made major contributions towards the itallan community within
Austraiia, including serving as the President of the ltalian Chamber of Commerce for 8 years. Mr Scali is a member
of the Audit Committee and the Remuneration & Nomination Committee of Nick Scall Limited.

Mr G.R. Laure, who retives in accordance with the Company's Constitution and being eligibls,
offers himself for re-election.

Mr Lauris was appoinied 1o the Board on 7 April 2004, He is the Chairman of the Audit Commitiee and a member
of the Remuneration and Nomination committee of Nick Scali Uimited. He was Finance Uirector of Crane Group
Limited fom 1989 until his retirement from that role in 2003, My Laurie is also a director of Repco Corporation
Limited and Bradken Limited.

&)

Non-binding Advisory Vote
T adopt the Remuneration Report of the company for the year ended 30 June 2005, The Remuneration Report is
set out in Note 25 of the Annual Report

(4) General: To transact any other business which may be lawiully brought forward.

By Order of the Board
G Chiera

Company Secretary

g August 2005

Notes
(1) fach member has the right to appoint a proxy. A proxy need not be a member of the Company.

(2) A member who is entitled to cast 2 or more votes may appoint 2 proxies and may specify the proportion
or number of votes each proxy s appointed 1o exercise.

(3) Proxies given by companies must be executed under seal or under the hand of an attorney duly authorised in writing.

(4) To be effective, the form appointing a proxy and the Power of Attorney {if any} under which it is signed
{or attested copy thereof), must be delivered 1o the regisiered office of the Company at 3-9 Birnie Avenue,
{idcomba, New South Wales, 2141 or sent by facsimile 1o {02) 8748 4022 not less than 48 hours before the
appointed time for holding the meeting.
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Proxy Form

Registered Office: 3-9 Birnie Avenue, Lidcombe, NSW, 2141
Ted: 02 9748 4000 Fax 02 9748 4022 Emall dehisra@nickscall.com.au

AWea, of being a membear/members of Nick Scall
Limited and holding shares heraby appoint
or failing him/her or falfing my/our appointing a named parson,

THE CHAIRMAN of the meeting as my/our proxy o vote for me/us and on my/our behalf at the annual general
mesting of the Company to be heid at Nick Scall Limited Head Office, 3-8 Birnie Avenue, Lidcombe, NSW, on Monday,
24 October 20050 at 11.30am and at any subseguent meeting held pursuant 1o an adjournment of that mesting.

This form is to be used in accordance with the direction below. Unless the proxy is direct, hae/she may vote or absiain
as he/she thinks §it.

Agenda Hem No. For Against

{1} Yo receive and consider the Statement of Financial Position
and Statement of Financial Performance of the Company, the
Birectors’ Beclaration and the Directors’ Report and Independent
Audit Report for the year ended 30 June 2005

{2} Re-election as direciorn Mr N.O Scali

Mr G.R Lawie

T 00 O
T 00 O

{3} Non binding Advisory Vote

Signed:

funder common seal it company}

instructions:

1. To direct the appaintes to cast all voies coverad by this instrument in respect of an tern of business in a particular manner, placs
& sufficient indication {including, without mitation, & tick or cross) in the relevant box in respect of that item of business.

2. To direct the appointes to cast only soms of the votas coversd by this instrament in respect of an item of business in a particular
raannet, place in the relevant box in respect of that itemn of business sither the nurmber of votes 1o be cat in that manner or the
percentage of total votes covered by this instrument.

3. fnsert name of member, as it appears in the register of members.

4, Insert name and address of proxy The proxy must be a natural person.

4. Al joint holders of shares must sign this form. A corporation must sign under seal or by its duty appointad attormey.

8. Proxy formns and, if appicable, the powers of attorney (certified copies of the powers of attormey) under which thay are signed,

must be deposited at the Registered Office of Nick Scali Urnitsd, 3-9 Birnie Avenug, Lidecombe, New South Wales, 21471 or sent by
facaimile to {02} O748 4022, Proxies must be received by the Company not less than 48 hours before the appoirted time for the
halding of the meeting.



Corporate Information

Nick Scali Lirmited
ABN: 82 000 403 896

Stores Locations

New South Wales Australian Capital Temitory Queensland
Auburn Fyshwick Asplay

Chatswood Fortitude Valley
Caringbah Gold Coast -
Kotara Macgregor. .
Moore Park e

Moore Park - Scali Living

Norwest

Tuggerah

Registered Office

B31-B32, 3-8 Birnie Avenue
Lidcombea, NSW 2141
Yelephone: 02 9748 4000
Facsimile: 02 9748 4022
Wabsite: www.nickscall.com.au

Company Secretary
Cominic Chiera

Auditors

Ernst & Young

Ernst & Young Centre
680 George Street
Sydney, NSW 2000

Solicitors

Bruce Stewart Dimarco

Level 2, 200 Elizabsath Streat

(Crr Flizabeth & Liverpool Streets)
Sydnay, NSW 2000 .

Bankers
National Australia Bank Limited

Share Registry

ASX Perpetual Registrars Limited
Level 8, 580 George Street

Syndey, NSW 2000

Yelephone: 02 8280 7111

Facsimile: 02 9287 0303

Wabsite: www.asxperpetual. com.au

Stock Exchange

The company is listed on the Australian Stock Exchange
The Home exchange is Sydney.

ASX code: NCK

Annual General Meeting

The Annual General Meeting will be held at 11:30 am
on 24 October 2005

at Nick Scall Limited Head Office,

3-9 Hirnie Avenue, Lidcombe.

South Australia
City Living
Eeather World

. Mile End

Payneham






