


2 Sehaffes Corporazien Limhed 2ot ANBNUAL BEPOGRT

STATEMENT OF FINANCIAL POSITION
ar 3 fune 2005

MNOYTES COMNSOLIDATELD
£

2005
Kir7 Foao S0
“ash assels 12737 I8ABY 6,398 4,460
Recervables 8 28,123 20,953 51t 1,543
inventories G 35,17 31.6%
Onher financial assees i 83 643 83 347
Other il HO4 633 i3 i
TOTAL CURRENT ARSETS 76518 88,370 7303 6,674
Recemvables i2 - - 8095 HIRRTS
Investments sccounied for using the equity method i3 - - -
Onher firancial assecs 14 B . 19,664 19,004
Properry. planr and equipment 5 33,938 56,644 G,464 {0720
Pheferred sy asers 6 2,718 3,275 1,435 a7
tntangible asets i6 INEY 1,299
TOTAL NOW CURRENT ASSETS 57,823 (1,220 38,238 41,617
TOTAL ASSETS 134,741 149,540 45,563 48,291
Payables i 13,705 17,664 39% 335
tntesest bearing labidities iR 3,139 45 - 2
Clrrene tax labilines 6 1,213 2635 1,213 1,444
Pervisions i 4348 7055 374 370
TOTAL CURRENT LIABILITIES 22405 28,344 1582 2,20
tntesest bearing labdities 0 33,292 53,041 15,024 119
Dreferred rax labilives 6 2,363 2.549 1,472 1,12}
Pravisions 21 2,704 2628 262 231
TOTAL NON CURRENT LIABILITIES 58,364 59,078 16,300 11,470
TOVAL LIABILITIES 80,764 87,322 13,282 3671
MET ASSETS 53,972 (3,268 27281 34,620
Parent entity ingerese
Coneribored equizy 12 7034 15,910 16,088 4,908
Reserves 3 2,583 2585 2,283 2,283
Retained profiss 13 30,703 39,671 8,912 §7.309
Eequiey amriborable 1o members of Sehaffer Corparation Lid 33,322 57572 27,281 34,6240
Tozal oneside eoueey dnrerest i controfled entities 31 3,650 4,680
TOTAL EQUITY 53,972 (3,268 27281 34,620

The statement of financial positian should be read in conjunction with the sccompanying notws,
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STATEMENT OF FINANCIAL PERFORMANCE
year ended 30 June 2005

NLFTES CONSOLIDATED
2045
Sex

it { NaRry Al 3 148,169 192,350 14,783 IR
Change In inventodes of fintshed goods, wark in progress and land held for resale 4,020 i4.19%) (514) {44923
Raw materials and consumables used {7H.552) (93,028)
oot of sales joing venture interests - {3,067 . {1,061}
Cost of sales progerty (3978 1,78%) {1,336) {203}
Dhepreciation and amortisation expanse 4 {4,942} 4,990 {i2%) {14913
Bowrowing cast expense 4 (38463 {3,9498) (308) {445;
Salaries, wages and on costs {36,782} {(42.79%) {1,263) i1, 498
Onher expenses from oinary sctivinics {10,137) (12,862 {1,158) 11,25%;
PROFLTY FROM ORDINARY ACTIVITIES BEFORE INCOME TAN EXPENSE B4 ,652 25,625 10,675 13,327
fncomse wy expens relating w0 ordinaey activities 6 3,989 7.348 273 195
PROFIT FROM ORIDINARY ACTIVITIES AFTER INCOME TAX EXPENSE HLG6A3 18,277 G,802 13,132
et profir acceibieshle co ouside equisy interests 3l T2 1,643 -
NET PROFIT ATTRIBL BLE TO MEMBERS OF SCHAFFER
CORPORATION LIM 9,891 16,634 G862 13,132

TOTAL REVENU
ATTRIBUTABLETO
LIMETERY AND RECOG!

ATION ADJUSTMENTS
5 OF FEER CORPORATION
SELY DIRECTLY IN EQUITY - . -

TOTAL CHANGES IN E

Y OTHER THAN THOSE

RESULZEING FROM TRAS PR 16,634 G802 13,132
Buasic earnings per shase {oens) 52 T3¢ §1% 50
Dhhsted earnings per shaee {eenes) 32 e {1776
Franked dividends per shase {eenes) 7 1300 14006

The sarement of financial pesformance showuld be read io conjunction with the accompanying notes.
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STATEMENT OF CASH FLOWS

year ewided 30 fune 2005

Receipes from customers

Paymnents o suppliers and emplovees
Dsposal of equicy secrites

Dhvidends received

Onher revene

faterest incone

Borrowing costs paid

tncome e padd

Groods and services rax patd

Research and development expendingse

MET CASH FLOWS FROM OPERATING ACTIVITIES

-

Acquisition of propersy, }niarzi and couIpmer
Proceeds on sale of plant and equipment
Proceeds on disposal of Jens vesseare intesests
et cash impact on dispesat of conpralled ensity
Receiprs from controlied enddes

MET CASH FLOWS FROM INVESTING ACTIVITIES

Finance lease pments

Dhividernds paid

Proceeds from share issue

[Repavment of i procesds from toans advanced

NET CASH FLOWS USED IN FINANCING ACTIVITIES
NET (BECREASENINCREASE IN CASH HELD

Add opening cash brought forward

CLOSING CASH CARRIED FORWARD

NOTES CONSOLIDATED
SO AL
Sann SO0
145,201 167,430 535 1,467
(136,301} 1149,490) (2,350) {2,718
736 814 736 fid
i3 3% G075 11682
384 183 64 240
1,023 1116 377 400
(3,846) {3.998) (383) (433
(6,124) 8.547) (2,657 i2,33%
{314) (65) (i
{450
(b} 322 5,762 4,055
(4,792) 4,461 (213) (539}
4,490 548 2,457 364
1,188 6,122 1,188 2,573
Sie 714 R
- 8,219 9,141
1,208 2,169 13,167 11,533
(845} 514) 2 e
{20,077 (21.824) {£8,259) {19,468
1,118 1,178 1,118 1,474
1442} 495 146 436
120, 246) (20,665) {16,997 17,9043
{18,724} TAVE 1,932 24684
28,480 24671 4,466 1,783
$ap 0,765 28,489 6,398 4,406

The staterent of cash Hoves should be read $n conjunction with the sccompanying notes.



NOTES TO THE FINANCIAL STATEMENTS
year ended 30 fune 2005

Schatfer Corporation Limited is 2 company Hrmited by shares chat is
iscorporated and domiciled ins Australia Sehaffer Corporagion Limised has
prepared a consolidased Arancial repoct incarporasing the entitdes thar i
conrrotted daring die financial year

The registered off

130% Hay &
Western Australia (\{1(}9

e of Schaffer Corparation Limied is locaeed an

Diuring the vear, the principal aceivities of Schafter Corporation Limired and
its conrrotted enrities weres

s marslfacisre of suiomative leather
. sarsitfacture of paving and precast cotosste produers
s drvestrment property easing sctivicies

The consolidared entity employed 910 emplogees as 30 June 2005 2004
- 864 employees).

Basts of acconfiting

The fioancial repost i 2 general poroose financiyd repors which bas been
I

peepared in accordkince with the sequeirements of the Corporations Act

2001 which includes apphcable Accouating Seandards. Other mandatory

pmf ssional FPOITNg Fegiaremens {U;'g&nt fasues
have been complied with, The Arancal statemenss have been prepasad in
sccortlanee with che historical cost convention.

avonip Consensts Views)

Change in accounting policies
The accounting paticies wdopred wre consistent wich those of the previous year
Principles of consolidation

The canselidared financial starements are those of the consolidyed eatiy

comprising Schaffer Corporation Limied (che parent enriey) and all en

which Schaffer Corporation Limiced consolled from dme o dme diging the

vear and at balance dare,

information Frons the fmancial sarements of subsidiaries is inchaded Frony the
date the parent company obraing conerol unel sach dme as conerol ceases.
Wohere [lz{re 1 foss of controt of 4 subsidiary, the consolidaced financial

statements inchede the resales for the pare of the repardng pe
the parent entity has control,

riod during which

Subsidiary acquisiions sz accounted for using the purchase mechod of
T S are g
reporring pc\mml as the parent entity, using consistent accounsing policies.

Aciostenents are made w being inro Hie any dissmilar accounng polices

which may exist

SCCGALATE he Bnancial seatements oF subsidis sred [or the same

All ineeccmpany balances and transsctions, incloding unsealised profivs arising

from neer-grony wansetons, have been climinaced fn full, Uneealised losses

are elimsinated ardess costs cannwa be recovered.

Cash and cash equivalents

Cast on hand and in banks and shore cerm deposizs ace stated ac the lower of
ash flows,
.. Looto - . I . 5 - g N - N - -
cash includes cash on hand and in banks, and money masder investmens

cost and ner eealisable value, For the purposes of che seatemeny of

readily convertible w cash within teo working davs, net of ouestanding bands
overdrafts, Bank overdrafts are carried at the pencipal emouns. Tnre

Jitics

Al ecl a5 an CXPENSE 35 it
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Frade and other receivables

Trade ceceivables are recoo

sed ancd carried ab original nvoiee amese fess
w5, A estimaze for doudchsd debes i
Full amonny s e longer probable. Bad debes are

a provision for any uneellectible de

made when colle

i of o

weritten off as incugsred. Recelvables from refared parties are recognised and
cartied ar dhe anoming amount due tess s provision or any uncollecrible debs
Intesest iy takien wp a5 lncome on an acerual basis,

Properry, pfﬂ.nzt and EgiHpIent

st

Fr

old land, boildings on freehold land and plant and equinment e
racasared at cost

Deprecinginn

Dleor line buassis ors sl property, plang and
equipment, odher than frechotd Lmd and properties held by joinr veotures.

lation i p]rmded GV 3 Siyaig

Major desreciation pesiods are

Frechold buildigs 413 vears 41 vears

Leasehald impeoveraents The lease term The lease teem

Plant snd equipment 5 19 years 5o 1D vears

{eases

Leases ase classified ar theic sncepuion a5 either operating or fnance leases
based on the econcrnic substance of the agreement sa a3 v reflecs the rigks and
benefiss incidental 1o owaership,

Ehperaiing feaves

The minimum fease pavments of operating leases, wheee ¢ sol effectively
regaing sibstansially all of the visks and benefies of ownership of the leased
ibety, are griised a5 an expense on a straight e basis,

Finanee leaves
Leases which effectively eransfer substancially all of the risks and benefies,
incidental to ownership of the leased irem o che consolidared eneiey are
capialised at che presene value of the minirm lease payments and disclosed
ak property, plant and equipment wader leas

A Teage Babilivy of equal valug i
also recognised. Capiealised lease assers are depreciated over the shorter of the

estirmated useful 1if

of the assers and che lease rerm. Minirmus leas pavments
are atfocated hetween lnterest expense and reduction of the lease lz&bzinv with
the interest expense caleulared sing the inrerest aate lmplicit i dhe lease

and charged direcdy 5o the stacemenst of financial performance. The cost of

as leasehold

i!ilIfl]’f.)W;‘let‘f%ES 1o ar on le

chotd properey s caplnadised, discdosed
sed over the anex

improvernents, dnd amar siree period of the lease or the

he shorser,

=

estirmated useful lives of impravernents, whic
Foreign carresicies

Vinstarion of foreign exrrency ramactons
Transacrions in foreign currencies of entities within the consolidated entity are
canverted w0 local cursency at the rate of exchange mliﬂ& at the date of the
transactinn. Armounrs pavable o and by the entisies wathin the consolidaced
eqtivy that ase fmn;['amlms\ at the batance dare and aee denominated i foreign
currencies have been converted w local currency using eaces of exchange suling
at the end of the financial vear Exo cific: hedges all resulting
exchange differences arising on settlement or restatement ase baought o
gecolat in dereernining the peofie or loss for the financial vear

for certain
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NOTES TO THE FINANCIAL STATEMENTS
year ended 30 frne 2005
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Where a purchase or sale s

specifically hedged, exchange gaing or losses on
the beduing transactians arising up w the dase of plrchs
prermiems and disconnes re

- o sade and costs,
lative 1o che hedging cansacdon are included

vt the purelase or sale. Exchange gains and o o on the hedge

transaction after thae date are taken (o dhe seatement of financial performance.

Tremelazion of financial reposss of vverseas operations

each

All gverseas operations are deeried 10 be insegraced forelgn operations as
is financially and operationally dependent ors Australian Leather Holdings

i inngg ehe remporal
rechod and any exchange differences are mken direcily o dhe searerent of
financial pesformance,

Fimiced.

L aconanes of cverseas i'J%)t‘.i'i%{i()]'lS are reanslated s

Foreign curtency monetary irems that ase oarstanciog ac the reporting date are
translaced using che spor tate ar che end of the financial vear

Dertvative financial instraments

Forward Exchange Contreres

The consotidated entivy enrers into forvasd exchaage conteaces where it agrees
10 sell specified amotsnes of forelgn curences in the Rinsse a0 a predetesmined
exchange sare, The aly
Hlowes Tram sales and puschases in forelgn curzencles, 1o proteer the consedidared
ersticy againss che possibility of Joss from fsre exchange rate Quctaations. The
forwasd exchange connacrs are usually foe no longer than 12 menths.

1 exichange conraces ase roc
i Exelaage gains or losse
in ner profic escept chose relaring w hadges of specific commitments thar ase
deferred and included tn the measurement of the sale or purchage.

e 15 to maech the contract with ansicipaced funere cash

at the dare the conrraer s enzered

3 ot forward exchange conmacts are recognised

Onher Non Careent Assets

Expendivure carvied forward

Significant ieems of carry Forward expendinire having 2 benefit wo more than
aree poriod are written off over the periods w whick such expeodivare slases,
fesearch and development costs

Research and developimens costs are exprosed as incurred.

{srventories

Manufacturing and mainrenanee — inventorics are valued ar che Jower of cost
ahle valise, Cosrs incurred in brin

and ner realis glllg each }Ji'{}tlli{.‘.[‘ RO present

locarion and condision, are acosunted for as follows:

= Raw matesiads ~ purchase cose on a firsedn, first-ous basiss and

= Finished goods and wark in prey eost of divect macerial and fabour
anel 8 propordon of manofecusing overheads based on normal operadng

Lapa

{3

Caonstrction congraces - constriction wosk i progress is seed ac cost phus
peodit recognised 1o date less progress billings. Cost inclades all coss disecrly
refareed o specific coneraers, and an allocation of averhead costs avrribuable ro
contracs activicy i general,

{ntangibles

Crondroil] and discount on acqussition

Coodwill represents the escess of die purchiase consideraion over the fair value
of identifishle net assets acuired ac the dme of segaisition of 2 business or
shares in g conzrolled encdoy. Goodwill s amorsised by the straighe line medhod
awer the period darkag which benefies are expected 1o he received. This ts raken
as being 20 vears, W
exceed the cost of acquisicion inclireed, the difference represents a discount on
acquisition and is accounted for by redicing proportanately the fair values of

were the fair values of the identifiable aer assess acqaired

the noa maone:

o

agsers acgitieed wnell the discount i eliminaed, Where afeer
3 the ror

reclucing &0 ;
a discouns balance rerasing s recognised a5 revenoe in the staemene of

seled wmannes of dhe non monesary assers scquired,
financial pesformance.

Recoverabie amouat

ecoverable

Non clreent assers are nob carded ar an amont above che

amalat, s where carrving values excesd this recoverable amount assers ase
writtens down. In determining recoverable amounts che expected net cash lows
have nt been discounced wr chedr present value,

Trade and other payables

Liabilities for crade creditors and ather amoutses are casried 2 cosy which is che
fair value of the congideration w be paid i the funsre for goods and services
recetved, whether or not billed o the consolidated entive Pavables o celaned
parts
lender, is recognised as an expanse on an acoral basis,

oG a3

sarried at dhe principal atnount. Inwerest, when chiarged by the

Loans and borrowings

All foans are meastsred av che princioal amcunt Ineerese is chasged as an
expense as it acerues. Bills of exchange and promissery actes ar
peircipal amouns, Finance lease Bahility is desermined tn aco
requiremens of AASE 1008: Leases.

carried at the

dance with the

Dhvidersds payable are recognised when a tegal obligation w pay the dividend
arises, wypically following appeoval of che dividend ac s mceting of disecrars.

Pravisions are 1e

cognizsed when the consolidated entiry has a legal, equitable o

constuctive obligation o make a fusuee ssertfice of economic benefins 1 other

entities s a residn of past rransacgions or other pase everss, 1 is probable thae
a funre sacrifice of econamic benefiss will be sequired and 2 relisble estimae

ean be made of the amoune of the abligation.

Conributed equity

fsued and paid up capital is recognised ar che falr value of dhe consideration
received by the company Ary transaction coss acising on the isue of ordinary

shares are recognised d;

i ins eqasiey a5 2 reduction of che shase proceeds

received.

Revenue recognition

Reveruse is recogaised o the extent that it i probable thae the econcmie benefi
will flons c0 dhe entity and the revenue can be relisbly measured. The fottowing
specific reeognision criterla must also be met bebore revenue is recognised:

Serte of gouds
Conrzot of the goods has passed o the buyer,

Frterest

Contzot of 4 right w receive the Inrerest payment.
Diiviclends

Conrzot of 4 vight wo receive the dividend payment,
Precast concrese susufachure

The consolidared entity recognises revernie an the percentage of completion
s incuzred o date

methed. Seage of complesion is measared by refesence w o
as a poereentage of wial estmated costs for eacht coneracr, I in any peviod, o]
estirmatedd costs for 4 contrace exceed toral estimased wvenue, the resilranr os
i braught o sccount in that period.

Sale of Property

Reventie o the sele of propeety i brought 1o account when the sale is
unconditional.
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Jositer ventures

fntesests bn jodrs ventures are beoughe w0 account by inchuding m the sespective
sog erploved, Habilites, expenses

classifications, the share of ndividusl g

inctreed and revenue caroed.
{rvestments

All fisted investmnens and ather coment and non current investrnents are
carvicd at vhe lower af cost and secoverable amounr.

Faxes

Focome T

Thy effect secouniing i apolied osing the Babilioe method whereby tncome
tax [s regarded as an expense and is caleulased on the secruanng profie aftes
allowing for permanens Jdi ces. To dhe extent rimiag differences occue
bevween the thme lserns are recogni
s aee caken e scconnt in desermining axable fncome, de aec relared
taxarion benefis oc liabili

i the financial statemenss and when

calenlaied ar cuerent razes, s disclosed as a2 funure

income ax benefit or s provision for deferied income tax. The aet fonge
income ax henefis relacing o e Josses and dming differences is nor carried
forward as an asset undess the benebis ts virnally cereain of being realised.
Schaffer Corporation Limired and its 100% owned subsidiaries have formed a
tax consolidation group. Membess of the group have ensered into a wax sharing
artangement in order wo llocate incorme mx exy
subsidiaries on a pro-vata basts. In adeidan, the ageeement provides for the
allocasion of ncome tax liabilivies bevween the ansitics shoudd che head endry

st the wholly-owned

clefitsls on des tax paymaent abligarions.

oo and Services Tax (GSTG

Reventics, expenses and assess are secognised ner of the amount of €

= where the GST fncwrred on 2 puarchase of goods and service:
recoverable froms the saation auchorsty, in which case the G
recegaizedd as pare of che cost of acquisidon of the asser or 4 part of the
axpense item as applicable; and

oo wieh the amensat of GET included.

= peceivalles end pavables are

The ner amsouns of GET secoverable from, or pavable so, the aation anthory i

inchaded as par of seceivables or payables in the suremene of Boancial pusition,

Floves are inchuded fn the statement of cady lows oo 2 gross basis and dhe
T cornpoment of cash Hows arising fror investing and finsocing aceivitdes,
which is recoverable from, or pavable te, the xaton autharicy are classified as

T

operating o
arnouns af {x

s flows, Commisments and contingencies are disclosed ner of the

ST recoverable From, or payable wo, the taton suchagivy

Employes entitlenents

Provision 3 made for eraployee endlemsene benefits acetsmulaed s a resals of
rendering secvices ap o the reporiog date. These beneties include
wages and salartes, anaal leave and long service leave, Liabilires arising in
respect of wages and salacses, anmial leave and any other emploves entitlements
expeczed w be seteled wicthin twelee naonths of [he seporsing date we measured
at thelr nomingl aments, A other emplovee entitlemen labilives are

ash oatfiows to he

empiyees

racastized at the preesent value of the estimaed future
razsde in respecs of services peovided by employees up w e reporiog dase,

in devecrnining the pessent value of fanure cash atstflones, che inerest rates
ateaching 1o governmient gussaniesd securities which have terms o maneisy
approximating the wrms of the related labilisy are ased. Emploves entidenents
eipenses and revenoes wiising in sespect of dhe following categories:
i

ansd other lea

service feave

= wages and salastes, son moneiary benefits, anoual feave, fong
entisiemenis; and

= ather cypes of employee easideraents

are charged againse profics an 3 aer basis t thelr sspective categories,

1

in respect of the consolidated ensiry’s accungdared benefits superannuation
pl:im;, Ay coniribinons made 1o e SEPErATALEELnn funds by entities within
the consolidared entity are charged againg peafits whea due.

Executive share option arrangement

The direczons of Sch

Corporation Limited may geant i theiz absoluie
diseretion without payment share options 1o emplovees under an emploves

share schemse appraved by sharcholders ar che annual general meedng o
nher §999. Each opeion s comvertible into one orcdinary share of

Sehalfer Corporation Limited on payment of the exerclse peice, alier o vesting
period, but prior w the expiry dare.

The exercise price is determined at the grant ase ae the absolure discredon of
the Disecsors’ but not less than the geeater of

(1) che woe:

wverage of the last sale price o the Auseralian Stock
Exchange Limited of the shares in the Company for exch of the five
eradding cays on which a sale of the Companys shares was effeecred
immediazely preceding the dase an which any oprions are tsaued 1o any
participalt and

2y M cenis

The apsions hold ro voting or dividend righes, aad ase noe ransfeeable,

Schafter Corporation Limired does not provide any loans or guarantess 1o

enable executt

w5 0 flsance the exerciie of thelr options, When an executive
ceases 10 be emploved by the eotity any unesercised apions sotomatically
lapse and aze fockeited and cancelled. Foar employees participating in the plan
ceased arployment duddng the vear For father details on aptions refer noce
27 and the direcsors repors.

The value of the share oprion amrangernent i not being rooemised as an exeense.
i e T

Esmphovee participation units

A controlled entity Atszraiian Leather Holdings Limired may grant emplovee
A contralled entiey Austrafian Leather Holdings [ L rmay grant emplo;
particioatiorn wnits (EPUs} in acoordance with s Employee lncentive Plan

EH shareholders on 20 Decomber 2007,

adopeed by A

An EPLE provides am employee with a dght oo erminatien of emploviment
wnder cereain condiciens and in certain acher ciraumstances 1o receive a cash
payenent from Auseralian Leather Heoldings Limited, Sehaffer Corparadon

Limiced has the apton o compel die eraplovee w0 wse the whole o pary of

that eash paymens w subseribe for Schaffer Corporstion Limired shazes.

An appropriate amount is provided for ar batance dace being the estimare of
the fusure expecied Jiabilics For fusther detaits on £P

refer noce 27l

Easnings per share

Busic carnings per shaze i3 caleulaced as nes profic anrtburable o members,
sther than dividends) and

adjusted 1o exchude coss of servicing « tgum-

preference share dividends, divided by the hied average aumber of
ardinary shares, adjuseed for any hanus element. Ditured carnings per share, s
caleulated as nev profiv atezinzeable w members adjuseed for

rence shawe

es oof sereicing equity fother than dividendst and pref
dividens;

s the after rax effect of dividends and incerest associared with dilutive
11k

notentia] osdinary shases that have beeo recognised ay expense
= other non discretionary changes in revenues or expenses during the periad

thiat woukd sesalt fram the Lll] tstion of potentisl ordinary shazes;

heed average aumber of ordinary shares and diluive

dlivided by ehe weig

potential mdzmn shares, ad;mml far any bonus element.
otnparatives
¢

Where nec
consstency with cureant

ary, comparatives have been re-classified and e positoned for
sar csclosues,
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NOTES TO THE PINANCIAL STATEMENTS

year evided 30 fune 2005

CORBNIDATED

Al RREPORT

CHIEF ENTITY

Foed

008 Sood SO0
R
Reventie from operating achivities Amastisation of non currenc assers
- - . M- Crooduril] 132 132 B -
Revenue from the sale of poods 1354029 176010 B - g >
- N I e e Leasehotd impravements &6 73 - -
Revente from sale of propersy 350 2,981 2.366 - ;‘ l prove o ) 0
- S ; . . Phane and eqaupraent arder tease 54 8l -
Reventie from sale of equity secusities 736 814 736 #i4 e
Rent received from Testal amerosacion of son
- controlled ensities - - #e B3 CHrent assels 252 386
- ather pessonsfoorporations 3,150 3,648 473 1,424 [nal depreciarion and o o
2 2 p T [ R e P e - 40 E ¢
Other 384 185 o 240 HROITISRO0N Cxpinses 6,942 4,996 123 194
Tozal revemees from .
operating acivities 1464655 153,038 4,213 2,563 Borrowing costs expensed
Interest expenses — athier persons 3,533 3844 33
- . .. Tengal Teperecr @y o 3 R4 k
Revenues from non operating aceivides Tonal interest expense 3,533 3,844 363
intesest received frons:
- ather pessansfoornorations 1,023 1,116 377 460 Other borrovwing costs
. . e o s b s
[zl intesen 1.623 1,i14 377 440 Finance coarges
- o - tease liabilioy 40 114 B 9
Dhvidends receved from: i ! ;
[} oy : - .
o . . - arher 273 A0 5 12
- conirolled ensities B - 0012 12214 :
. other coronmtions i3 38 13 318 Total other boerovwing coss 313 154 5 23
Total cividends 13 38 9005 12052 Total borrowing coses 3B46 3998 308 445
Proceeds on sle of property, Rengal o1 operating leases
plant and equiprent 8 7558 ol 3085 - teiniinens lease payiacnts 1,789 1,922 G -
- . - Research and
Proceeds from dispasal of { ” | T’ 450 {700
contzatled entiry 14091 10951 LLW'OPmL?T ‘”XPT'IIK ”'L_j_J t__ ? S
el . Rewversal off{provision for;
laez fevemie fram non , . ~ . employes entidements (26200 1702 {25} 118
aperating actvites 2214 8,712 WAE70 16,5497 . C
i Movernent i provision tor
[otat revere from dimination i value of iovestoents (233 {445) {25 (145}
orelirary aczivities 145,869 192,350 14,783 19140 . e
‘ i Foseen{Craing}
Cair on sale of non currene assess (1,330 {1093 423
Gain on sale of lsted and
unlisted shazes {218} 322 (218} (322
Profir on sale of shares in
o controlled entiey {684 (375 -
i) Fxpenses L . ey o1 e
: v foreign clirrency gain {6277 (1,926) - -
Cast of "“L“d ; 6556 1227 Crairs on disposal of joine
ranutaciured goods 96,5406 122742 - - CRIELTE Inderesr - (3pE - {1,840
Caost of sales — Joine o )
VO NEeEesls . 3067 . 1,661 {e) Sugndfteans fems
(st of sales — propersy 3978 1,781 1.336 2493 Profit from crdinary acivisies hefore
(oot of sales — eouaisy secugities 518 492 318 &4 income tax expense includes the
Bl dohes weien off - fallensing reversues ared expenses
trade debrors A 3 . ) whesse disclostre 5 relovant i
Provisionizevarsal of provision] explainiag the fnancal performance
SIS A2l {5 1% ' o N
s ’ - ]
for doubstal debis - ceade debsors 74 - of the enriry: )
fiad dobes recavered — teade debiore ) ) Loang o controlled entites fomphven . - 151
Prodfie on disposal of
L I S R R [ . . o -
[oral bad and doohrfd debrs T4 controllod enticies 6ay 375 i
Dlepreciation of non cusrenr wssers Revessal of provision for nas
Baildings 476 394 4 i recovery of loans o coneeotled entvies - 157 1,517
Plant and equipment 4214 4,216 116 181 Rewersal of provision for noa wecovery
Total depreciasion of of shiares i controlled entities - AL .
5 ecia
151 CLTERRE 45S0TS 4,690 4,610 125 144 H84 . 746 4
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NOTES TO THE FINANCIAL STATEMENTS
year ended 30 June 2005

5000 £000

(0] Bark facilicies

The consolidated entiry has bank faciliies mailable w che exeenc of
835,210,000 (2004 - §44, 578,000

fa)  Reconciliarion of cash The chief entity bas bank facilities avatlable to the extent of $4,927 000
(2004 - 54,783,000

Cash balance comprises;

Cash an hand F23%7 0 25489 £.398 4466 The unotilised faciliey for the consolidated ensiry ae batance dase swas
20l s (_}'9"*2) ’ i i ST 700,000 (2004 - $28 4860000 and for che chief eaney $3,2 10,000
Sanle overdsaft 297 - - . s :
. 2004 - §712 (K53
Chosing cash balance G765 2E489 6,398 4,466 () Mon cash fimanciag aerivities
Dyuring the carrens financial vear no non-cash financing aetivities ocolrred.
bt Reconciliation of operating profic after income tax w the nes cash flows i) Ditsposal of intersst in conreolled entivy
featm operations O 24 Seprember 2004 the Group disposed of it $1% dnrerest in Soleo

. ) - . i Listeion e | o
Operating peofit after mxation 16,663 18277 5802 13,132 fndastries Pey. Led.
Non cash lteims The disposal devails aee: $006
Diepreciation 4,650 44140 125 194
Tax expense charged to conerolled Consideration
entities - . D017 13,148) Cash %36
L. - et e Conb e 5 gty Gorre e " 155
T assets andd Tabslices transforred Shares i Sotar Energy Syseerns Lid 235
from controlled entities ar Tootal proceeds an disposal of controtled entity 1091
beginning of reporting period - - - BG2] . . -

B . z-‘l F &1 N o R Mot assers disposed of
Arnortisation 252 380 - - il

(_.d.s i
Prosision forfesine hack of Beceiealics
cinployee encitdements {2,620 1,702 {24} 118 ierico fies
Log/(profith on sale of non Plant and equipmens
CUITENT A58 (1337 79 11093 925 Dieferred rax asset
Movermnent in psoviston for G962
N [T PE L —— b EAES ¥ RN - . ey
dimination i value of ovestraents (23] {1453 {23 1E5) Trade Credisars (5143
[Reversal an Hpravision I'Im' 1T £ mp? avee entitlenents (463
recovery of amounts owing by i )
controtled eatices . . (1581 11517 et assers disposed of 42
Armaunss owing by controtled et profie on disposal 689
spbities wrirern off . . B 1,513 . . .
e _ 5 Wit _’ D et cash impact on disssal
Profie o sale of shares in pardy of controlled enviy compai
owed conrrotied entiies 1684) . {375} - Considecation for sale of shares 836
Write ack provision for Less cash assers of conrolled endry {122}
dimination i value of shases in 14
unlisted conteolled enticy . - {214} - —
Profic on disposal of join
venire inesests . 13982 210
Changes in assets and labilices
deecrease in recehvables (14777 1398 {2543 737
ease i inventory (3,657 85720 - -
idecrease i other
341 492 542 4492

(3449 (1314 {186} B
[Dhecreaselfinciease In

tax provision (248%) (1247 281y 1,359

iDecreaselinceease in

defersed tax babiline {186) (355 {48} i

ncreased/decrease In

fubsre income wy benedic 336 403 {38} Cy

ncreased/decrease 13
prepaymars {2373 a4 3 2

Mot cash flows from
operating activites 322 25914 5,762 0055
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NOTES TO THE FINANCIAL STATEMENTS
year enided 30 fune 2005

CORBILIDATED CHIEE ENTETY

/"

. i *\f
-5(}{)1’} B0 M}G{} i)

Operating profie before
IBCOEE (X F.652 25,625 10675 13,327

Prima facie wax thereon at 30% 4398 7088 3.023 30498

Tax effect of permanent differences:

- rebaseable dividends {13) YRR it B R )]
- expenses not alfowable i 26 36 -
- other items {113} i35 (139 55
- permarent difference on

disperval of controlled ersy {123) - B -
- reseszcly and developeners: {§32) He%H - -
- undesffover) provision of tax

relating o previous veurs (903 &1 (188

fncome tax expense atribuable o
ordinary aceviries 3,989

7348 273 195

Tax assers and liabilicies

Cnsrrene tax payable 1,213 2,635 213 1494

Provistons for deferred income rax 2,363 2.54% 172 1,124
Fruee ncome rax beonefir 2718 3,275 1035 G

Tax Consolidurion

Tective 1 huly 2003, for prtersoses of income tax, Schaffer Corporation

§ denited and i 100% owned sobsicbaries formed 2 wax consalidation groug.
Mernbers of ehe group have envered inea 2 tax shartng arrangement in crder
16 allocare income tax expense 0 the wholly-owned subsidiacies oo a pro-

rata basis. [n addition, the agresment pmmlu for the allocation of income
tax liabibivies begiveen the ensivies should the head entiry defadr on des tax
pavment obligatons, As the balance dase, the possibaliny of defads s emote.

The head entity of the mx consolidated group is Schaffer Corporacian Limied.

{a) Dividends paid during the year

Final 2004 - 50 per share paid

Seprernber 2004 {20604 - 50¢) PR H,9354 FA T 5,939
Sesceiaf Mrval 2004 - 20¢ per dhare

paid September 2004 2004 - 206} 2,805 2,775 2805
Interirn 2005 — 50¢ per shase

paicd March 2105 (2004 - 50¢) 733 H967 7033 B967
Seecial tnterion 2005 ~ HIE per

share 1 <1JL§ Warch 2005

(20004 — 20} 1,407
i'Jiv'rcimcl psicl by commrolled entity

16 oYLy shasehalder

MNate 313 1518 2,356 -

LAY 2,787

[refer

Toal fully franked
cliviclends paid OET O 2LE24 18,259 10,4068

The rax rate 2t which dividends have or will be frenleesd is Tneerim 30% (2064

-6, Finad 309 2004 - 30%)

SO0} Joor L0600 000

ib} Franking account halance

The amount of franking credits svaitable for
the subsequent fimancial vear are detailed belowe
The franking accoane balance

disclosures have beeo calestarsd

wsing the franking rare ar 30 June 200%

Franking accouns balance broughr Forward 4987 5540
Fully franked dividendy paid {7,825}

Tas paid 1635

Franked dividends received

from controlled entities 3,862 .49
Franked dividends received from other corporations 5 4
Franking sccount balance ar the ead of the financial vear 3,684 4,987

Franking eredies chac will aeise from the payment of
income ax payable as ar che end of the financial
vear by the chief ey 213 1,494

4.897 6,481

Franking crecivs avaifable

The above franking aceount s expressed on 3 rax paid basis

Fully fanked dividends elich can be

paid from the above franking credins

available amount wo 1h426 15122

A

Trade debeors 26,435 B .
Provision for doubehal debis {059 (L971) -
4763 24462 -
Onther debroes 3360 2,447, a1 1,459
28,123 26853 511 1,843

Termy and condisions relating o the above Hoancial instsmenes

ity Trace debrors aze non inerese bearing and generally on 30 davs cermy

ity Sundry debeoss and other recelvables are non intesese bearing and have
z'epaymmz terms between 3 and 90 d-.a'_vs.

JJ’Z‘J()[}]}[H‘JE__‘ 1]

A5 LY
B0 Awst ¥ S00a st 8
Esueivatens Epueivedeny
B SO0
&S 1153 BATY 12,223
§ Easor 3418 397 1.594% 3,368
RMB 2683 4 - -

Payment terns vary from letter of cradic aerangement m werms of 36 w 60 davs.
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NOTES TO THE FINANCIAL STATEMENTS

year ended 30 June 2005

CHIER

RAHLIDAYED CHIEF ENTITY

I 05 2005 FAUEE
SO0 S0 FoeG £000 b S £000

World in progress Associared COMpANS
Caost o dare plus profie recogaised 11,952 18,583 . . a1 egility accounied amount
Less progress billings 1o dae (73361 {15001% - . Unlisted shares ) ) ) )
Wtk in progress -
realiealde valge 4,416 3565 . - fovestments in associated
Fiaished goods — ae cost 3229 0,100 - . COMPANIEE COMPrise.
Y P T g Y A 21 ) i
Raw macerials - a0 cos 19404 20,310 % HELD BY PLACE OF TNC.
34,049 29984 -
Land held For resale
(oot of acquasition 186 447 - -
Dievelopment expenses capinalised 638 1004 . - Solco Zimbabwe (Privace} Limised Zienbabwe
Rares and rases capicalised 53 a7 . . Hell Sodar Thermal Energy Sdn Bhd Malavsia
Intesest capitalised at 137 - .
Casrying value of fand 1458 1,674 - .
35107 31634 - " Principal scrivides of assoclared companies: BALANCE DATE
Selon Zimbabwe {Private? Limiced -
Solar hot water systent manufaenure September 30
Bell Selur Thermal Energy Sdrs Bhd -
o Salar hot water system manulaonire February 28
Dhefesred exchange loss . 294 - - - -
Shares

These entitdes were disposed of on 24 Seotember 2004 refer noce ${ed

- Listed oo a preseribed sock

exchange at cost 37 148 37 248
- Unbsted ar cose %31 a0z 431 Y7 CONSOLIDATED CHIEF ENTITY
- Provision for diminmugion ik 5 i 53
valie of unlisted shases {785) {785} B8] S066 Joo0 S0 F000
ving vahse of shares B3 83 347
a3 #3 347

Agpreare quaced marker value a
Falegate

balance date of invesrments Hsree Caonteolled entiies ac cost
o i presecibed szock exchange 43 36% 43 365 Unbisted shares . . 12664 1O8TR
Provision for diminuon in walue of
shases in snbisted controlled apttes - . . (2343
- . 19664 19,604
Prepayments 795 547 13 £
Dleferred expendivare i 84 - .
68 631 13 18

Arnount owed by wholly owned
contzatted enrices - . 8095 10,336

Tesms and conditions -
refer redated panty Nore 30
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NOTES TO THE FINANCIAL STATEMENTS
year endped 30 fune 2005

SO00 £000

CONTROLLED ENTITY . PLACE AMOUNT

(810 OF

Starernent of Fnanciaf Performance

REVENUE FROM ORDINARY ACTIVITIES 50243 6L298

Changes o inventosies of finished goods,

sworle I progeess and land held for resale (770 i
Basw macerials and consumables ased {11,260 {11638
o Cost of sales joing ventare inresests B {3,007
Schiaffer Propesties Pry Lad * 160 106 WA - - s of .\mr's"‘rl'\’ (2,778 {17815
Delea Corporation Limired * 16 100 WA OS066 5,006 EIJ' N P r{ - oo ;88 Z: , ]' 8 y _'I
Urbanstone Py Led * 100 . WA ot \m:.arz and amorasation expense [ . } 71,567 :
e e Bormowing costs expense (11604} 1,304}
Schatter Corporarion T i . e p e
Mangeeiment Pov Led # i 1063 W i i Salartes, wages and on coss {1,338 11320
Pieli Rail ‘m\]m Lsd # 3 §03 WA i i Onler expenses Bom ordinary acriviges (4853 {5,049}
Sedeo Industries Py Led 4% . 51 WA - 244 PROFIT FROM OREHNARY ACTIVITIES
Sl Toff (%) Pro bed £ L s W . ) BEFORE INCOME TAX EXPENSES 17252 23289
if\u;i'mii an Leathe r- Income wy expense relating w ordinasy activitdes 2290 3,343
Holdings Limited ™ 83.17 837 WA 14,598 14998 NET PROFYVT FROM ORDINARY
CGosh Leasher Pey Led = 4317 R3OF WA . . ACTIVITIES AFTER INCOME TAX EXPENSE 14,962 10,9406
Rosedale Leather Poy Led ¥ 8337 B3.07 WA - - Reconciliation of retained profiss
'{Z.)ark:m Wee Blue Rersined profies an the beginning of che financial year 31631 31,153
lanning Pey Led ™ 83.07  H3.07 WA MNer profit ateribueable w members of the
Australian Leather Schaffer Closad Group 14,9462 R
Upholstery Pay Lad ™ 8317 #3.07 Vie - - Dividends peovided for or paid (18,259 {19468
. o B ey T T T 27 1317 i . . ) : -
Howe & Co Pry I'_'Ed ) 8317 831 ¥ic Revained profies at che end of the financial year 283% 31,63
Howe de Mesien SA de CV 0 8317 837 Mexico
Fonwe Slovensa SO, 2317 - Slavakia . . Consolidared Smtement of Financial Position
CLrrene assets
Cash assels 12,737
] L " L . Receivables 4,348
o Pusstant i Class Oeder 9871418 rediel bas been granted o various . -
o . LoE . [nventories 5010
consirolled entivies from the Creporations Ace 2000 sequirements N . _
for preparation, audic and Jodgement of their financial repotts. As 4 (..}{her financial assees #3
condition of the Class Order Schaffer Corporation Limited and the Onher 278
corsmolled entities subject 16 che Class Order {the Schaffer “Closed Testal ctirrent assels 22,456

CGroup') eneered it Deeds of Cross Guarantee st various dases, The
affecs of the deods ts that Schatfer Corporation Limied has guaranteed so

NON CLTTERE assets

pay any deficiency i the evens of winding ap of the conorolled endties. Crther financial assecs 1598 14,598
The contralled entivies have slo given a similar guarantee i the evene Propeny, plant and equipracar 32.812 34,079
thae Schaffer Corporation Limired is wound up. [ertangdble assers 84 B4
- [Deferred cax assess 1,635 G

Pugstsant o Class Owder 9871418 refief bas beerr granted w various
controlled enities from the Comorations Ace 2001 sequirerents Total ron coreens assers 48,529 49,758
for prepazatian, aodic and lodgement of cheir financial seports, As i 0685 o8
cordition of the Class Onder Aussralian Leather Holdings Limited and the s errsin

Testal assers

controlled ensies sabjecs w che Class Ovder (the ALH Closee Group'} Current liabalities

entered i Deeds of Cross Gaarancee a0 varions dates. The effect of the Payables 3,896 4167
deces is thar Auseralian Leasher Holdings Limired has guaraneeed w pay Totesest beasing labilities 167 833
any deficiency in she event of winding up of the controtled emides. The Clrrent tax labilives 1213 1494
corrolled entities kave also givers 4 similar guaransee in dhe event chae Pravisions 1,344 1,296

Ausrealiar Leacher Heddings Limsised bs wound up.
' ' )

Tonal cargent Hahidiries 6,620

# 0 Deregistered during the vear

# Disposed af on 24 September 2004 refer noce el

The consolidated stacemene of Arancial performance and statemene of
financial posicion of the entities which are members of the Schaffer ‘Closed
Crop’ aze s follows:



NOTES TO THE FINANCIAL STATEMENTS

year ended 30 fune 2005

. S'{}(}é go00
Non cureent liabilices
frirerest bearing liabilities 14,638 15,247
Drefesred o liabilies 1,072 1.120
Provisions T2 629
Total non correor labihioes 16,412 16,990
Total fiahilicies 23,632 24,786
Mot assels 47,953 A0,132
Eapuity
Caonrsbngeed eqitity 17.0% 15,014
Regerves 2,585 2,585
Berzined profies 28,33 31,631
Total equicy 47,953 40,132
OHLAD
B0 ﬁ'(}ﬁé SUUU’
Frechold Jand
Al cost 6318 8,020 3,954 5,154
Buildings an frechotd tand
Al cost 2767 12730 263 3249
Aceumilated depreciation (093 (3,072 {47 591
B.674 G058 216 2A)
Leasehald Srapeovernents
AL cost G662 a15 -
Accumaulated depreciasion {311} (4443 -
151 HE -
oint ventuee Inaestment propertics
Al gost 2393 12468 4.1%6 4,150
Accumilated amorssagion {112} HehH -
12,281 12,408 4,156 4,150
Total wricren down value
land and buildings FE24 0 30,55 8,326 9,580
Plant and equipraent
AL cost 39,669 54,2458 14042 2,120
Accumulated depreciasion {33718 (299510} {G} [GEm
Writren down value I5951 24,204 1138 1,140
Plane and equipraent under fease
Al gost 373 24524 -
Acetsmiulated depreciasion {210} (B249) -
363 1,795 -
Total wricren down value
plans and equipmene 6314 26,080 1138 1,140
Total progerty, plane and equipracnt
AL cost 92,582 91602 415 11759
Accutaulared depreciasion and
STHTESATIN (38.644) {34,956 {951 {1,039
Toral written down amoung 53938 96,046 Q4064 10,720

Sebaifer Corporarien Limied

Finpd ANNUAL REFORT
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The direesors have reviewed dhe canrving value of land value and buildings and
befieve thar the cost as which they are caeried is not above their secoverable

A1vELaL

Assers pledged as security

included in the bala

S Gg" PrrenerTy, p]i%]‘;[‘ and t‘{.]{lip]'[]t‘.i]{' AP ASSCLY OVEr

wehich first smaortgapes have been granced as seearizy aver bank Jeans {see Note
261 The terms of the first mosgages preclude the assees being sold or being

used as secwgity for Rether mor

ages withowst the permission of the firse

rmortgage holder, The moregage alse requires buildings thas form pare of the

seetaiey 1o be fully insused ac alf tdmes.

Assers snder lease are pledoed a5 securiey for dhe associared lease Habilities,

FAL I I 3
The value of asers pledged K060 Bo00 F000
4% Seuriey ages
Property, plane and equiptment 53538 94,6460 G464 L0
Reconciliarions
Freehold bendd
Carrying amounr at beginning 8,924 49170 5,154 5412
Additions - 3 - 34
Dhspasals (2,402 292y {1,200 (29
6,518 8,020 3,954 5,154
Builiings ou frechold bend
Carrying amount ar beginning G058 4,204 276 280
Additions 103 158 B
Drsposals (43 . {435} .
Diepreciation expense {442 {3043 {9 (i
B.674 90158 216 20
Leasetnld dmproverens
Cagrying amount ar beginning 171 208 -
Additinns 46 35 -
Amaortisation axperse (66) 73y -
I3l 171 -
Joint ventaee Imvestment praperties
Cagrying amount at beginning 124068 22829 4,156 8,681
Additions . B6Y - 173
Reclassification w repairs and
mEiter e (93 -
Denreciation expense (34} - .
Dhsposal of jome venture incerest - 1L 0% P R
12,281 12,408 4,156 4,156
Toal wrizsen dows value
land and butldings IPE24 30,557 8,326 9,580
Plant and equipment
asrving ament st beginning 14,294 3 1,148 2,264
Addirions 4,736 3 207 338
Transters From leased plane 1,378 ) - -
Desteciation expense 4,214) {116} (1811
Hspaosals {2433 {93}
Dhsposal of joint venture incerest - - 0127
25551 24,294 1,138 1,14{}
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NOTES TO THE PINANCIAL STATEMENTS

year ewided 30 fune 2005

CORBNIDATED

SO0 Soot

Plant and equipment ander kease

Carrying amount at beginning 1,795 2237 - -

Trangters to plane end equipracnr (1,378} {261} - -
Amnortization sxparse (54} (1813 -
363 1,795 - -
Tostal writterns down value
plang and equipment 6,314 26,084 1,138 1,144
Croodwill ar cost 2,590 2,590 -
Accurnulated amorasation {1.423) (1,291 .
1LIG7 1,299 -
Trade creditors FAHS 15,138 171 215
Croods ansd services mx nes 406 413 36 (35
Onher creditors 194 2,118 194 153

13,703

395 335

ia) Terms and eanditions relaging 1o the above Hranchal Hstruments.
A caerent payvables are non interest bearing and ase nocmatly settled on
30 day rerems.

ihy Inchuded in wrade credivoss are non hedged pavables unoundng w

Auist ¥ S008 Az &

Equeivetent Fgnaivardent

BEHKY S000

5 US 1,793 2,349 2008 2981

2

FO00
Banle overdsaft - secussed 2972 - - -
Lease babshivy {refer noce 260
- secired 167 445 - 2
3,139 a5 - 2

(a3 The bank overdraf, loans and bills pavable are secured by frst registered
mottgage aver all dhe assers and undermakings of controlled engities,
The Jease labilisy s secured by o charge over the leased assess,

ihy Terms and conditnns relating to che sbove financial insruments

i Financ

ses have an average fease rerm of 4 vears. The average
s bs 8% (2004 - 8%

diseoune race implicit in the

CHIEE ENTITY

CORSLIDATED

X

A 3
SO0 so00
4,348 7,095 34 370

a1 e 2oc) -

Eease Hability

seclired 168 275 - -
Arpsaunst owing o whotly ovwned

conteolled entiey - - 10,809 B, (348
Crowerment kan - secured 38654 3840 - -
Banl toan - secured 14,530 14972 4287 4,071

33,292 53901 15026 14119

i) The bank loans and bills pavable are seeured by firse reglsrered moregage
over all the assers and undermkings of rontolled entities. Inchuded in
barik toans is che conselidared endoy's share of joint vennire borowings.
The Jeage liabilisy i secured by o charge over the leased assers,

The government loans we seeured by a second mosgage over the wsers

arl undermkings of a conerolled entisy
iby Terms and conditions relaing 1 the above Bnancial nsrsments,

Flmance Jeases have an average lease wem of 4 vears. The average diseounr rase

implicic in the feases is 8% (2004 - 8%

Crovernment hoa
An amoune of 525,000,000 has inserese pavabde 2 2% over the fong rerm
boad rate. The facilicy expiees in February 2012, An amount of §13.054,000
bears a fixed interest rate of 4.4% per annum il Febroary 2012,

Famplopee ensddernenss

(eofer nove 274 2704 2,628 242 233
ab [ssued ard paid up capisal

As ar 30 June 2005

14,091,935 crdinary

fully paid shases

(2004 — §3,939,18%) 1834 15916 16,086 14,908




NOTES TO THE FINANCIAL STATEMENTS
year ended 30 June 2005

CONSOLIDATED ERTITY

No of Mo of’
Shares SO Shures g000

b Movement i shares on isue

At the beginning of the

financial year 13,93%,18% 15910 13,769,735 14738

O 19 August 2003

10000 oprions converted

1o ozlinary shases under

emyoyee share scheme - - 163,600 6

O 26 August 2003

BO.200 optinns converted

1o ordinary shases under

emploves share scheme . . 86,2043 540

O 4 Seprernber 2003

11250 oprions converted

1o ordinary shases under

emyoyee share scheme . . 11,250 128

O 19 February 2004

SEA0 oprioas converted

1o orcinary shases under

emyoyee share scheme . - 57400 41

O I8 Tune 2004

5,000 options converted

1o orcinary shases under

emyoyee share scheme . - 5,600 3G

O 1 July 2004 1,250

oprions convereed o

ardinary shares ander

emypoyee share scheme 1,250 12

O 25 Anglast 2004

BAS00 optinns converted

1o ozclinary shares under

emyoyee share scheme 86,500 12

O 18 February 2005

40,000 optinns converted

1o orcinary shases under

emploves share scheme 46,660 a4 - -

O 35 March 2009
25,0041 optinns converted
1o orcinary shares under

employee share scheme 25,066 i78 . -

Tootal capisal issued dusing

the year i 152,750 1,318 169450 1,174

At the end of the
financial year

14,691,935 17,034 13939185 15916

For details of movement i options and detals of emplayee shase aptions plan
refar 1o MNote 25,
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CONSOLIDA CHIEF ENTITY

X

Jooi $oer £000

(el Terms and condigons of concihured equisy

Ordinary shares

Ordinaey shares have the dight o recetve dividends as declared end, in the
everst of winding up the corapany, to participate in the proceeds froms the sale
of alf surplus assets in progordan 1o
shares held, Cheinary shaves entdele cheir holder 1o one vote, either in peeson
ar by proxy, al a meeting of the company.

strnber of and amounes paid s on

A8

Reserves
Asser revaluzcion 2,583 2,585 2,283 2,283

Mature and prrpase of reserve

The asser revahsation reserve B used 10 recond nerements and decrements
i the vilue of non currenr assers. Cuerendy the accouncag policy i 1o
record all assets at cost. The reserve can be used 1o pay dividends in limized
CATCALTSEAROLS,

Retained probins
Retained peobies ar che
beginning of che financial vear 39070 41005 17568 23,705
et profie areribusable

members of the pRpeAT enegy G891 16,634 98072
Dhvidends provided for or paid — {18,259) {19,468) (18,259

Rewained profies ar che end of
the fnancial ey 30,763 39071 8412 17309

Amouns weeived or due and

receivable by the muditors of

Schatter Corporation Limited for:

218,572 204387 69,772
Other services — ax compliance 12,680 63,929 1458 3779

223262 268316 FLIZZ 98,569

Anlit of the aceounts

2
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{at Petails of Specified Birectors and Speciﬁed Frecitives

{5l Specified Directors
1 A Sehaf
I3 E Blain

A K Mayer

£ Schware
WEY Peeron

Managing EXrector
[irecter (non-eecntive)
[hrector (executive)
{Hrector (non-execative)
[Hrector (non-executive)
{4} Spertfied Executives

W Faleoner

General Marager Urbanstone Pric Lad.

ilipavic General Manager Sales, Marketing and Ineernadonal
Operations Howe & Company Pry Lid.

Chiet Financial Offic
Holdings Limired

. Manis er Australian Leather
C Mankhouse

G Y Davieson

Chief Fimancial Officer Schatfer Corporation Limired
Chief Financial Officer and Company Secretary
Schatfer Corporation Limited.

by Remuneration of Sp&ciﬁcd Phrectnss and Spf:(.'fﬁf:d Frecutives
G Remuneration P JZI.Q"

Remuneration Philosophy

Sehaffer Corporation Limireds (SFC) semuneration policy is direcred ae
atracting, mothating and Tz q_ualit}* directors and sxecuves, SFCs
key Internal performance messtizes ar the business unie and consohidared levels
are earnings before interest and 1ax (CEBITY and return on Ldpii&] emplogped,
EBIT and ROCE have been chosen by che Groap as measures of execative
msance becatse they alips che inserests of managemens with those of all
shasehdlders.

Remuneration Committes

SEC operates a Nominadons and Remoanecation Sub-Committee to suppor
and advise dhe SFC Board in fulfilting trs responsibility 1o shareholders s
ensiste that dhe company has remuneration policies and practices which
enable it e attrace and retain divectors and execiseives who will best contabuse
towards achieving posisive ourcanmes for sharcholders. The commitree
derermines the semnaneration and other conditions of service of the chief
execative officer and execotive directocs, if ey The commites makes

reconmerdations w the boeard on the remuneration of non-executive drecrors
wathin the aggregase approved by sharcholders i general meeting from

tirme o tme, The commites considers individaal per%bmmnm cosapany
performance, incernal celariviey and fairness in sering levels of emuneraion
and may seck appr ra}mam idependens exiernal advice w awist in s decision
maismg The struerure of non-executive direcsar 2od executive reruneration
are separate and distiner.

Mas-Execative Dirsctors

s non-ereeutive directors receive fees for their services fineluding stanstory
anouation? and the seimbuesement of seasonalble expenses. The ameun:
pavable 1o non-executive direcrons i ser by the Board after ha
regatel s the of the Company and Boaed, the responsibalities, demands
and seconstabilities faced by thase disecsors 1n discharging chelr duties and
after seekdng indesendent advice 1o ensuse the fees ase i line with: marker
standazds. e is current SFC nolicy that noneexecisive direesory do o
shares, options or other securities and are nor eligible to pardcipaze i SEC
Emploves Share Cotion Plan, The only exception w this policy ts chae Mrs
Blain receives remunerston from the ALH EPU Plan, an entidernent dasing
bacte g her e ag an executive of the ALH basiness. Pavmens of fees
dnclucding saturosy superannuatont and the reimbursernent of reasonable
expenges wre the ondy renuneration paid w Me Schwares and My Perrott in
thelr capacity as non-exectstive directors,

Blig

o zakers

A direcson

sl e of $250G,000 per annim was appoved by sharcholders
a the Annial General ’\ﬁca‘[li]& in Novernber 2003 and 35 currenstdy nor
fully arilised. The fee pool s payable anty o nos-exveutive directoss.

Man-executive ditecors age 1...ml anrsual fees from che fee pood (nfus
superanouationl.  Non-executive directors ase ensitled © @ rerirement benefi
eqitivalent 10 one vear's annoal direetors fees. The retirement benefie was
rechuced from three vear’s o one vear's anmal direczar’s fees in ul-03 {a theee
vear retirement benefie was in place at che time exch director accepred their
appointrent 1o the Board), SFC constdess the redueed henefic modest and
approprise given the benefit which hiseorically exiseed. Tt s SPCY poliey thar
no retirement benehit will apply w0 aew disecrons appaineed pose hdy 2003,

Exgcutve Remuneraizon

SF : and mix
of eermtenerasion coramensarate wiel thety positon and responsibifities within
the Geoup.

e execucives with  leve

Um0

B0 1}(}“{'\: 1T [0 TETTHALE

The rernuneration of & pnier execitives consises of feed remaneration
and varlable eemuneration fannoat and bong tesm incentivesl, The company
alms g0 reward execuzives for Company, business unie and ndividual
perfoenmance, align execotive remuneration with the interests of sharcholdess,
lik sewarels with the strategic goals of such as peoticabilivy or retura oa capiral
employed and ersure dhat cotad remanesation s effective I resaining and

mtivating senior executives and execotive dircetors,

Flxed Rernneravion - This indudes base salary and che statueory
Superasnuasion Guasantee Coniribation which compeises the cash
component; and other nos-cash henefins such as a moror vehicle, The Schaffer
Corporation Limied Superannuacion Fand i available so execurives for
stperanmuation contributions and life insurance. Premivms for life insigance

wan elect w have the

are deducred from member arcounzs, Paectives
COMPANY CONE

a salary sacyif

sisge supesannuation bevond e smary SGC feve by way of
in Tiew of cash salary,

Annuat Incentive - The Company has performancebased incentive plang in

place at each of iss operations in which management and the labour foree

participaee, The §m§ of remusnaration pamh?e 1y participatiig execurives i
lindeed 10 she Arancal performance of their bisiness. Execorives are provided
with cash incentives pravided profitabiliey theesholds are mes The Group
Managing Erecror and Company Secretary do oot agrently participate in any
anrial ncentive progran.

0T & Lcurm‘s fother than »
Me Mayer] participate ()pijon Plas
AlH upemru dhe Employes Performance Unis CEPLTY Plan for bis execarives,
The SFCESOP and ALH EPU plans have Jong-rerm vesting provisions and
are designed 1o afign che fnterests of the pardeipating executives widh dhose of
Al SEC sharehaolders,

Long Teem Incend Schaffer and
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PRIMARY FOST BEMPLOYMENT GTHER TETAL
SALARY & CASH NON SUPER.  |RETIREME
FEES BONUS ANNUATHIN | BENEFITS
$ § # ¥ § 4 P

Spueeified disecears
1M Schaffer

2005 (10,344 2,919 15,410 HLa72 - -

20 562,026 THL268 1R.652 23 381 - -
i3 F Blain

2005 - - 5179 9564 . 63,631

2004 BB, 7958 - (300 057 7541 - 173,596
A K Maver

2605 - - - - -

2054 214,423 - - - - -
i3 [ Schiwartz

2605 49 4 - 4,050 2024 - -

2004 49 40 - 40050 2024 - -
WD Perros

20405 iR - - - - - 17,067

2064 - - - - - - -
Tonal Remunaration specified dicscears

2005 2,919 24,0349 13,852 - FI36,750

2004 10F3,151 33,221 T M) 20% 29002 A6z 7541 - 1,559,534

PRIMARY FOST BEMPLOYMENT GTHER EOUTTY TETAL
SALARY CASH SUPER.  |RETIREMS SHARE
BONLI ANNUATHIN TN
& 3§ & ¥ 3§ ¥ 3§ &

Specified exceutives
W Faleoner

205 166,110 40,640 36,790 39,328 - - 44,1 H) 335,45978
N Flipavic

HIES 210006 43,561 - 22820 - GG 193,297

2004 203,882 264,979 - 42197 - TG 3274574
- hanis

IS 549,317 - - 3,334 - 224 MY -

2004 6% 248,137 - 37881 - i
+ Monkhouse

HIES 164,494 XA - - 46,247 242,251

234 257316 . 44,583 - 1457075 342,306
GV Davieson

2005 147082 - 20,150 18,687 1818 - I3 452 221,229
Towal Remuneration specified execucives

2005 FEIO03 493,201 (3, 755 1H)L 864 1818 224 H¥F 1,381,618

2347 B94.431 1,062,673 - 185,700 - - 2,316,259

as ditferent individuals were specified in 2084,

A8 prioe 1o vear end. Those optioss no lenger exist and ne economic beoelit has been rec
E I px

The following amounts appearing i the Shase Options toral o che able above selare entizel

CGroup wtals in respect of the financial vear ended 36 June 2004 do not equal the sums of amouns disdosed for 2004 for individisal specified in 2005,

v wr options granted o Job 04 which were sisbsequentdy cancelled i
el by che grantee, However, Australian Accounsing Stndand AASB

1046 requeires that Iy the evene of a cancellation of options, the endey shall treas thae carcellacion as an acceleration of the vesting and shall disclose immediasely

a3 rermunession the armoune that would have othervise been disclosed over the rematnder of the vesting period.

Mr #d Falconer 33,000
Mr GV Daviesan 524,790

# 0 Includes the velue of share aprions and emplovee partcipation ansis {

EPLES ) wsing chie Blacle-Schates raodel,
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STATEMENTS

{e) Share options

Opeions issued over ordinary shares ag pare of an employee share scheme are as follows, Puether desails are provided i nese 258,

DATE 1SSLIED NG ON ISSUED | FORFEITED EXERCISED | NO. ON EXERCISE | EXERCISABLE NO. VESTED
1581 DHRING D URING DURING PRICE oM OR BUE NOT
M IUNE | FHEYEAR | THEYEAR VEAR THE YEAR | 3 JUNE BEFORE
i 2004
24 Agg 2001 20,36 {20,003} 24 Aug 2006
5 Feb 2062 4,030 {40,000 3 Feb 2007
15 Mar 2002 45,000 15 Mar 2007 -
203 fun 2062 80,103 (B,250% 42,850 5944 2} Jun 20007 42,850
15 Jul 2063 61,250 £15.0007 - 18,7500 27,50 51231 15 Jul 2008 2,506
19 Jud 2064 A0.000 {30,000 (50,0007 - 19 Tud 2009
246,350 04000 {33,250 BO0G (152750 FIL330

{d) Options exercised and marker vidue of shares lssned.

CONVERSION CIPTICN GRANT ‘ OPTIGN EXPIRY NOLOFOPTIONS | EXBRCISE PRICE | PROCEEDS | MARKET VALUE MARKET ‘
DATE DATE DATE EXERE PER GPTION RECEIVED PER SEHEARE VALUE
SHEARES [S5UET & & &
| | | | | | |
T July 2004 20 hune 2402 200 June 2167 1,250 .49 §4.25 17,813
25 Aug 24 24 Aug 2001 24 Aug 20006 20,606 3,77 15.06 308,260
25 Aug 20(H 15 Mar 2002 15 May M7 711 15.06 301,200
25 Aug 204 20 Jun 2002 200 buny 20057 49,49 163,348 15.06 417,915
25 Ang 20(H 15 jul 2403 15 Jul 2068 1231 136,813 15.06 282,375
18 Fels 2005 3 Feb 24002 5 Fely 20057 5.42 ) iR '
31 ddar 2005 15 Mar 2002 19 Mar 2007 11 2,55

* Marker velue per shaze i the closing Bsted price on the sxercise dare.

{e) Remuneratfon options: Granted and vested during dhe year

Diuring the fnancial year options weee granted as equity compensation benefits 1o cenain specified ewecutives as disclosed below.

charge. Each option enctles the hobder to subscribe for one fally paid ordinary share in che endivy ac an exercise price of $14.32. These were subsequendy cancelled

o 27 June 2009,

The opsons were issied free of

SPECIFIED EXECUTIVES YESTED GRANTED GRANT DATE VALLIE PER EXERCISE ‘ FIRST ‘ ‘
NUMBER NUMBER OTTHIN AT PRICE PER EXERCISE
IDLIRING YEAR] GRANT DATE SHARE DIATE
A Balconer 20,000 20,0560 19 July 2004 51.65 §14.32 19 Jaly 2004
(G P Monkhouse 68,750 30,0060 19 Judy 2004 51.65 51 19 July 2004 1% huly 2009
GV Davieson 12,500 15,000 19 July 2004 $1.65 §14.32 9 Ty 2004 19 fuly 2009
if) Shares fssned an exercise of remuneration options by specified executives
SPECIFIED EXECUTIVES SHARES 1SSUED MUMBER PAIT PER SHARE UNPATE PER SHARE
M Baleoner 15,043 W82
P Monlkhouse 91,258
GV Davieson 12,560
{g) Oprien holdings of specified directors and specified exeenrives
| | VESTED AS AT 30 JUNE 2004 |
BALANGE AT | GRANTED AS OPTHING NET BALAMOCE AT | 10TAL NOT EXERCISARLE
EEECLTTVES BEGINNING OF | REMUNER. EXERCISED CHANGE END OF EXERCISARLE
PERICGD ATTON ‘ GTHER ‘ PERICGD ‘ ‘
M Palconer 27,500 20,0010 £15,0005: {200,000 12,5013 700 700G
G P Monkhouse 8,750 36,000 {01,250 (47,500 -
G Y Daviesan 22,500 15,000 {12505 (15,0003 16,0006 2500 2,506
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{h] Shareholdings of specified directors and specified execimives

Economic tterests in the shares of Schalfer Carporation Limited held by direczars of the repordng endsy and dhedr direczar relared entizies,

20 3 June 2005,

O EXERCISE OF MNET CHANGE! BALANC
OPTIONS

AT END
{FTVHER OF PERIOD

Speciffed direcrors

i3 E Blain 1,562,360
A K Maver . S EE
MWD Perroc - 1000 000
1 M Schaffer 2419927 2.0418,927
3 [ Schwartz SHO.210
Speciffed executives

W Faleoner 55,000 15,003 {540, 0063 20,000
i P Monkhaoose™ 84,730 1,250 {155,986 25,0043
A Mun 1,560 {1,500} -
GV Davieson (4,750 12,503 (40,545}

Toul 5,326,608 118,750 (247031

Change in direcron” shareholdings is the resde of oo or off marker rraascions

There have been no other transactions concerning shares berween entities i the repordng entity and direceors of the seporting entity of thely direcroe selazed enricies,
* These executives coased employment doring the vear

MrA K Maver has & 16.83% interest i o conrrotled entiey Australian Leather Holdings Limied

All egguiey sransactions with specified directoes and speeified execustives other tian those arising from the exercise of remumeration opons have beer entered into
under tesras and conditions no mare Bivourable than those the entdey woudd have adopred ¥ dealing av arnds lengrh.

{f Erz}.piz}ymen £ Contracts

Aanaging Diccior s ernplow
continues ol weminared by

ved nder 4 Servies Agreernens. The service agreement was entered inw on 18 July 1984, Mr Schaffer’s employment
ir Sehaffer or the Company. Under the werms of the service agreement, the agreement may be erminated by the Company o Mr
Schaifer after expiragion of one month’s notee in weiting given w one of them by the other. Upon ermination of this agreement Mr Schaffer is entitled w receive
from the Company a fump sum eqial o the annaal remuneration paid ismsediazely prececing thar sermination excepe i the werminagion is for reasons of geoss
miscondiet, frand or dishonesty resulting in 2 marerial loss or injury 1o the Company or if My Schaffer s frund gilty of wilful disshedience or sy other condoc
resuleing in a magertal preudice w the Company or such as to being the Company inso diseepuie,

Mr Mayer, provides management seevices to the lesther diviston pursuant so o Consultancy Agreement entered o on 1 July 2003 which cerminares on 30 Juae
26006, The Consulincy Agreement may be teminated soones

i

= By the consuleee withoue prior norce for Cause (Lo, wilful misconducr, wilfully wrongful ser, peoss nepligeoce, criminal wer ar a prolubiton by baw in company
managenment);

= By cither panty fap any reason apon 90 daps prior written notes 1o dhe other pazoy
¢ By the consuliee 30 days after giving notice of terminacion 10 Mr Maver for reason of his physical or meneal eapacicy o g permanent basis
e U dhe death of Mr Maven,

The Conndianey Agreement with Me Maver does nor provide for terminasion payment upon rermination of che agreement,
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CONSOLIDATED CHIEF ENTE

SO0 S000 ‘&(}G{} 000

(] ferminaaon benefits unde SIS

No of service agreements - |

Maximuss liabilicy ac

June 30, 2009 368 52 588 52

i} Comminments uncer fease agreements

Operating feases - off

faczory and rerall premises

- papable oo later chan 1 year 1.092 1836 - -
laser chan § vear and not Jacer

thars § years 4.524 5,003 -
laser than 5 vears 2561 27 -

- AggRopAle lease c‘xpenclimm

conrracied for ae balance date 6,477 83110 -

Operating feases ~ mortor vehicles

- payable oo e chan 1 year 08 1 G 9
lager than § vear and not Jacer

thar 5 vears X 303 I )

- apgregare lease expendire

conrsaczed for an balance date 48% 514 26 25

Operating leases for motor vehicles have an average fease wrm of 4 years,
i venuar for the lease pavments o fully eaintained vehicle is ey ovided.

5 and hise

purchase commitments

it Finance e

- papable oo laer chan 1 year IR0 243 - 2
lazer than 1 vear and not
lacer than % v ass H¥ 2ag -
Toral lease payments 289 1,172 B 2
Fusuee finance charges {14} {52% -
275 1,i20 - 2
Current liabilisy (refer note 18) 47 845 - 2
Mo errent liabilivy
g 203 1 275 -
273 1,i206 - 2

Flaanee leases have an average lease seem of 4 vears and an average Bnplicit
interest rate of 8%
vehicles and large rems of plant and mackinery:

id} Caphal expenditare conumitmenes
Bstirmated capital expendinue contracied for ac balance dase bue sor provided
far
- . . L, -
- payable sor larer chan 1 year

Plant and equipment - 230 -

Assers that are dhe sabject of finance leases include mator

(e} A firse moregage has been registered over the assers and andestalings of 2
controlled entity by & bank which has bsued performance guaranees t thind
parcies on hehalf of the consolidated entisy. The aggregare of the performance
guseenrees issed by che bank ameunted 1o

1,670 2,265 #5 85

i
iy The congolidared enciey has 4 severad liability only for bareowings made w
finance the following joine veriuges

Mindarie Keys
IBRM Coene Joinr Venture

S0 5 Kilda Road Joine Yencure

ot Ventuse

Homesown foing Venguee
Qmu]s Road Joint Venture

slarsls Shopping Cenere foine Vensure
84 Se Georges Tee foing Yensure

The consolidared eatiry's share of all liahilivies has been included in the

financial statements (refer nor 28),

{a} Ermployee entidements and superammation comantments

The cossclidared entity has established ¢
Bamployvi
.sa%.ams arsd e end benefiv i deermined by
and eaenings of the plans,
The comsolidared ensiiy also coneibozes w the plan, geoerally ar che rate of
9% of gross salaries and wages.

tain superannuaton plans,
of their wages and
coamidation of contribnians

e contribniee w these plans at varions percent

These contibusions are not legally enforceable other than dhose payvable in
tesmns of & ratified aveard obligaron or wo conmply with the Superannution
Crisazsaee Chage.

Ar balance date the assers of the plars are sufficient e sanisty all sccumisdaeed
benefies thas have vested under the plan in the event of zermination of de plan
and voluntary o compulsory wermination of each emplogee.

CORSIHADATED {HIEF
) ! .
é{'(}f}(} so0n w000 8000

ERTETY

g
E]

The aggregare emplayee

enriderment Habalivy is

comptised of:

Acerued wages, salaries and

Ol COSS 3€J8 291 . -

Provizions {oursent}

- yefer nore 149 4,348 7495 374 30
2,704 2,028 22 231
735 10014 576 6413

ik} Esmploves share oprion plan

An emploves share oprion plan tias been established. The plan was approved
by shareholders ar che AGM i November 1999, The plan permits the
s;“ani'ing of options {ar the abwolure discretion of the Board} w group emplayess

o acguire ordinary shares in Sehaffer Cororation Limited. The options issued
im‘ uil consideration, are ssied in accor thu: with performance puideline
established by dhe Edrectors of Schatfer Corposation Limied, The aptions
cannot be mansferred and will not be guoted on the ASXD The mumber of
oprions which cas be issted i limited w0 5% of dhe number of shares an issue,
There wre curreatly vwenty dhree executives eligible far che plan,
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Opeians may be exercised as follows
(1

during che firse 12 months of each opion period and inchading each dace
af lssne, o more than 25% of the options Bssoed o thar parteipans on

that date of e

during the period of 24 months fror and including each dare of issae
2xe

e o ok than 50% of the aptions fsised to thar participans on

that date of issue

fad

during the period of 36 months fror and including each dace of issue

exercise no more than 75% of the aptions fstsed to that particpant on

thaz dare of e

(4 After 36 mondis 100% of the oprions may be exer

{e) Employes Incentves plag

A contolled entity Augeralinn Leather Heldin
an ALH shareholder 1rspm\ul eenploves inc  plan which permits

the grancing of emplayee parrieipacion units [EPUs} ac the discredon of s
shaveholders ug o an EPU meii The EPL L is 10% of the fully dilused
share capizal of Auseralian Leather Holdings Linated, which is calculated as
i emeh EPUE alecacy issued was deemad 1o be one tsased Ausiralian Leather
Holdings Limired share.

=s Lamited (ALF has established

An EPU provides an eraployee with a righe o seceive a cash paymens From

Aagstradian Leather Holdings Limired in e following ciscamstances:

If ar employes dies or becomes permanently disabled ac any time aftee

the geant date.

If an eamploves ceases employment after the dheee vear inioal

vesting peliod,

Unen a liguidisy evenr forade sale oc listing on an Aostealian or overseas
stock exchange).

id) O Bssoe of o compulsory payment nodee by Schaffer Corporation
Limited.

The amoune of the casls paymsent s dependane on vesting and dhe financial

performance of Australian Leather Holdings Limired. The vesing

FeqUECITerts Al

il

@) op e 3 vears -

iy 3 vears wo 4 vears - 33.5%

i) 4 vears 10 S vears - G6.7%

100

) over % vears —
Mate: Emplovees are ineligible 1o recetve any payraent i the followtag
circimstanes:

i ermination due o miscosdiot

it faure so provide 90 days weitten noter of nention 1o wrmiate
arplayment

&h] ACERE 1 COMPEUGOn PHcr i the PAvEnene dlate [paymeni dare 1 at least
12 months after cermination!

The amount of paymens i calodared i accordance with an equivy valuation

forousle based an 5.5 vimes Australian Leather Holdings Limieed’s carnings

before interest and tax minus net debr. The forauda wses » theee vear average

including one full year followiag serminadon.

Schafter € orpom[roﬂ Limired hag the opuion o compel the amrs]c)\cc ) 180

the whole or pare of thag cash payment in subseribing foe Smaﬂ' gl

Limited shares based on she average Schaffer Corporation Limited share price
for the same thiee year period.

SERIES GRANT DATE NUMBER NUMBER
1851 STED AS A % OF
ALM'S CAPITAL
Tranche § (el o0 3,383,634 1,150,433 1,725,653 1a%
Tianche 2 Serdes | 1D 384,434 326,632 {230,394} (1 0GE, 145 1,570,895 i
Series 2 BE-ful-0Z 120,636 - - £ 20,000}
Series 3 B ful-03 245 (03 - - 245,000
Series 4 H-ful04 - - .1%,
Series {6-May-(1% 150,03 - - $50,000 {1.2%,
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fnvestent prope rries

Schafter Propesties Pry

Lad and Schafler Corporarion Limited have interests

ity 4 munber of propeety joine ventures i Western Australiz and Vicsaria,

IBM Centre Joint Venture

61 S 1akda Read Toine Venoure

Hometown foing Venrue

Cheeens Road Jolnt Ventuse

Crosslands Shopping Centre foins Veruse

89 Se. George's Termace Joine Ventuse

Praperty Plevelopments

The fellowing joinr ventures are established for the
puarpases of sedevcloping, constructing and resale

of residential and commercial praperties.

Mindarie Keys Joint Ventuze

The interess i che foine vensures 15 ikeluded
irs the financial starements a5 follows:

Clrrent assers
Cash assers
Receivables
Cnher
[mventories
Testal carsent assers
Mon clrrent asets
Plant and equipment
Propery
[rmangdble asers
[Deferred rax agsess
Towal non careens assers
Tozal assers
Current Liabilices
Payables
Testal carzent babilizies
Maon current liabilices
[egesest bearing Gabiities

[Deferred s Habilivies

Towal non coreens labilines
Tesgal liabsilivies

Der assets

2210 22,1
26.00 20,04
2540 2544

.46 40
1670 16.70)
26.00 20,04

15,08 194K

CONSOLIDATLD

PEC e

000
327 4l
243% 1,166
62 63
1,720 2

2,552 3,365

1787 2614
12446 12491

84 B4
74 7

15,391 15,26

7743 18625

559 542
579 52

15,118 1,972
806 B3

15,924

16,303 16,297

1,240 2,328

The oine venuses have cancsibared 1o the after rax resalt of the consalidared
eatiry as follows:

Profic after rax 51,754,000 (2004 - 54,227,000

Revenue 57,305,000 (2004 - 314,234 0007

There are v contingent Babilivies in respect of the joine venrures,

Capiml expendivuge commitments of 8 (2004 - 88
vear were contracied far e balance dase,

¥ pavable within ane
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NOTES TO THE FINANCIAL STATEMENTS
year ended 30 fune 2005

The company operates precdominandy in Auseralia.

BUSTMNESS SEGMENT LEATEIER BUILDING TNVESTMENT OTHER CONSOLITATED
INFORMATION PRODUCTS PROPERTIES INVESTMENTS
2E5 Iatt ; VA 2005 AR
B SOHK) F00g Serxy so0g Foox Eadla) Serxy soo0
Revere
Towal revenue from ordinary
activities exrernal customers 07424 140,870 28,856 34,750 3,940 F1,237 TARG 3359 47700 14922686
Ulnaltocared revenue 1168 144
Taral revenue 148,869 192,350
Resubes
Segrnent residey 8,609 16,087 2867 4,170 1,767 3774 3,0 1,818 16,307 27 H47
Tnterest and corporate overhead {1.65%) {22223
Chserating profiv before income tax 14,652 25,625
Tneome tax axpense 3,989 7,348
Net profiv after tax 10,663 18,277
Assets
Segrnent assesy T8.355 75,141 21,384 28,5598 15,324 16,467 17,507 34,541 TARETS 146,747
Uinallocared assers 2,164 2,843
Tueal assets 134,741 149,599
Liabilisies
Segrnent liabilicies 57,738 61,939 5015 6,360 14,966 14,696 617 1,607 78,346 84,594
Ulnallocared labilivies 2,423 2724
Toeal Habilities LS 87322
Cither Segment [nformation
Acguisicion of property, plant and
sopsponent, intangible assess and
ather noa cusrent asees 2,881 1,419 1,747 1,361 247 1635 B . 4,875 4,413
Unattocared H 48
4,885 4,461
Diepreciaion 2885 2.9%4 1507 1,341 235 267 - . 4,631 4,502
Unattocared 5 108
4,690 4,614
Amorisagion 132 132 120 254 - - - . 252 386
Nors cash expenses other than
depreciation arxd amortisation {2,732] 1,065 155 273 - - {23} {149 (2,660 1,193
Linathocared {433 %
(2.643) 1,261

fotessegrent ralsactions ae of & coramescial basis,
Buitdings produes comprise dhe operations of Dele Corporaton Limited, Urbanstone Pry Ll and Soleo Tadustsies Pre Led,

Refer 10 Managing Direcvor’s separt for sther mformadon on segmenss.
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NOTES TO THE FINANCIAL STATEMENTS
year ended 30 fune 2005

i1 The direciors of Schaffer Camparation Limieed during the vear were
Y [ M Sehaffer, £3 [ Schwartr, A K Maves, M 13 Pecron appointed
FRZI2009) and Mrs 13 E Blain,

ib} The following relased party teansactions occureed dortng the fnancial vear

within the consotidazed ey

Disclosures relating v whally owned group

Schaffer Corporation Limited has provided 160% controlled entities with

working capisal Joans which are interest free and have no fixed sepaymens dare.

The aggregae amounts owing from those controlled encities ar vaar end is

8,095,171 2004 - §T0,237 3700,

Whally owned controlied entities have provided Schaffer Corporation
Limired with loans which are inrerest free and have no fxed repayment

dlate. The aggregare 'mmlm[s rmmg, w those conrrotled entivies ae vear end is
ST0,309,584 (2004 -

Transactions with other related parties

Schatfer Corporation Limited holds 83.17% (2 A7 3K
Ldpﬁ&] of Australian Leather Holdings Limined of w Izdz \irj M ‘adniiu
and Mr A K Mayer are divecrors,. Schaffer Carporasion Limized provided
management services tnder normal commercial rerms and conditions to
Avgstrafian Leather Holdings Limined, Peey received dustog the vear were
SE0,000 (2004 - 5240,0000,

i) Schaffer Corporasion Limised 1 the altimare Ausiradian
holding company.

P

S00a S6060
Recondliation of outside equity interest in
controtted entities:
Opening balance 4,606 5,409
- Agld share of aperating profit i 1,643
- Dividends paid {1818 [2.3%6)
Closing balanee 3,650 4,650

he incame and share

The following
data used in the caleudarion of basc and
dilored earnings per share:

erofi after tax

Adjustenensss

Ner profit atezibucable s owesicde equiny interest

Earnings used in ealoulating basic and
diluted earnings per share

Welghred average manber of
ordinary shares ased in calealating
basic earnings per share

Etfect of dilissive securines:

Share oprions

Welghred average manber of
orcinary shares ased i caleulating
difuted carnings per share

[ O’w‘s{)l TDATED

S0

16,663 18,277
(772 {1,643

G841 16,634
MNuniber Muzber

aof Sheves af Share
4,069,712 13,881,167
70,350 244,350

P4, 140,062 14,127,917
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FIXETY INTEREST RATE NON INTEREST
MATLRING [N BEARTNG
1 YEAR OR LESS | OVER 1 70 5 VRS GF FINANCIAL
FOSTTIO
285 My | A 205 F05 Hid | AGn | 2w
H000 Eoic) 000 S Faog Eod) S Sa0

1 Financial assers
Cash 12,737 28489 . - - - B - ARTEY O 2BARY 5.30%
Receivabies — trade B . . - - 24703 Ma62 24763 24462 NiA
Beeeivebies — ather - . - - B - 3,366 2,491 3,360 2491 NiA
Listed shares - - - 37 248 3 245 NIA
Unlisted shares - - - - 46 49 46 GG NIA
Toal financial assers 12737 23,489 - . - L ZR20N6 2P0 40,943 55,789
fir Financial Habalities
Trade ceedizors, acorals
arsel ozher credizons - - B - . 13,705 17660 13,765 17,664 MNIA
Bank overdraft 2,972 - : - B - B - 2972 NiA
Finance lease liabilivy B . 167 H45 104 s B . 275 §,120 860
Diiviclends pavable - - - - - - - - N/A
Ciovernment Joans - . - N T BT R - - 3RA54 38,654 £.59%, (3,59,
Bank loans ER LS 11,762 - 7345 3,240 - - 14,330 14,972 709% £.9:4%,
Toeal Gnancial labilizes 14,157 11,762 167 84S 46,187 S1622 0 13,703 ITAAT F0136 0 PR418

() Mec fadr values

All financial assets and liabilisies have been recognised ac the balance dace at
their ret fair values excepe for the Following:

TOTAL CARBYTMNG

FATR VAL

E000
Financial assers
Lisred shaves 3 248 3 365

The following methods and assumpeions are used o dewermine che net fir
wvalues of financial assers and lighilicies.

Rcc:}gnised financial instraments
Caash, cash eqpavaelions andd short serm fmpestiiente

The carrying smounst approximates Bair vilue because of dheir shorr seem o
sty

Trade receivables and payables:
The carrying amount approsimates fafr velue
Shiorr ermn borrowings:

The carrying smourst approximates e value because of dheir sharr weem o
BRI

Long wrm loans receivable:

The fair valoes of bong verm Joans recetvable are esvimured based o che
amicunt bkely 1o be seeovered.
Long wrm bosrowings:

Onher than nored above the fair values of fong cerm borrowings e the
amouats repavable o the end of the rerm of the loars.

Mo carrent investments/ seciriies:

For financial insriments taded in omganised financial markers, fair vadue is
the current quoted market bid price for an asser o3 offer price for s liabili,

adjuseed for transaction costs necessary w0 realise the asser ov secle the liabilisg
For Investments whese these §s no quaoted marker price; & reasonable estimace
of the Rl valae s derermined by seferences wo the cursent marker value of
another instrurnent which i substannuadly the same or s calewdared based on the
expected cash flows or the undedying et asser base of the investment/security,
The ner fair value of the unlisted options is derermined 1o be the difference

se price of the wderdying shares,

berween the marker price and the ex
Forefgn exchange contracs:

Foreign exchange contracts are caried on the statement of financial position at

the net amounr pavable v o weeivable From the selevent counterpartdes.
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Camentrations of evedis risk

The conselidared entity minimi

trade receivables by andeseaiing crangserions with a lasge namber of cuswmers

wathin the specified industries both within Auseralia and overseas.

Refer also o Note 29 - Segment Informasion

Caoneentration of ceadic risk an crade rec
industris

ables arises t che following

MANIM UM CREDIT RISK EXPOSURE

[WNILSTRY TRALE DEBRTORS

% % $000 $o00
Man u#hcz‘m'ing FOOY Sty 24,685

Property subdivision 0% [ 74 137

Coreediv visk in oade recetvables s managed 3o dhe following ways

srferring
- pavment erms 30 days
- sisk asmessment peocess i wsed for all new customers

Hro ey i chelfuiving

- amounts ossstanding represent urcondiconal sales bur are subject w
completion of the project or the issue of Cestificate of Thle,
- ditte does aor pass w the purchaser undl paymens s recedved i full,

The maxirmen credit sk expostre does not mke o sccetnt the vaboe
e event other entitie

af any collateral or other sectsrivy held, ie

Inancial instraments o

fail -ty perforns thelr obligadons andes the
{UESTICnN.

%

Following the end of the reporting period 3 final fally franked dividend of G0¢
per shaze has been declared payable on 19 Seprembes 2005,

For financial periods commencing 1 July 2005, the Groop rause c:fma;}l}f

=;’\usi‘1’q]isn equivalents of Intemational Financial Re
3 as isstsed by the Aoseralisn Accounting ‘s[mdanls i%o’ml ["AAS
he (nonp will be Jt,quzmi o presene its fnancial starements in <1Lmrdamc
with ATERS for the fimancial year commencing ¥ July 2005, including the
interim financial report for the i vear ending 31 December 2005, Eotides
complying with AIFRS for the Aesr e will be requized o ceseate theie
comparative financil statemenes o smounts seflecting the applicatton of
AIFRS 1o thar comparative pertod. Most adjustaents requiced on eansizion
1o AIFRS will be made, reerospectively, against apening resained eamings as a0
1 july 2004,

§mrziv bias been given 1o the preparation of an opening balance sheet in
accordance with AIERS as ac 1 July 2004, the Groops wansition date
ATFRS. This will form the basts of accotineing for AIFRS i the funuge, and
i requized when Schaffer Corporacion Limited USFCTY peepares fos firsr fully
AIFRS complians financial report for che vear ended 30 June 2006

The Group is in the peoces of transi Hosiag s accountig polic
fitsaric ing from careent Australian Acconring Standards
. has afocared nrermal r and consulted experes

¢ she Tnpact of the anceipac

o ALFRS. SFC
i peréummcr araad cevlew (o
ersion 1o AIFRS froms the Groug's existing sccounting and reporsing

peactices. The review focused on the sundasds reasonably belioved w be
refevant 1o the Group. The review has quansified the effects of the differences
as set our below,

S0ES

(&4

&

The Bgares discosed below, are management’ best estionates of e
quantitative impact of the changes as at dhe date of preparing diese 30 June
2305 fioancial starerenrs. The achual effects of ransition w AIFRS may differ
from the estimares disclosed due 1o {8) ongoing work being underraken by the
AFRS peoject wans; (b potential amendments so AIFRSs and Interpreradions
thereet being issised by the sandard-sersers and [FRIC aad (o) emenging
accepred practice i the incerorezation wnd applicarion of AIFRS and UG
Intespretanions.

The review process has idemified a nomber of accounting policy changes thas
will be 1Lqurm§ Irs some cases choices of accounting policies are awailable
T exarnptions under Accounting Sundasd AASB | Firsevime
Adurmur; of Amstzalian Equivalenss w dorernational Financial Reporsing
\Edfid’ilt;s {Tuly 2004). These chotees were analysed w0 derermine the
acceunting pm]my must appropeiaie for the Group.

Ser et below e the key areas where accounting poficies are expeced 1o
change on adopeion of ATFRS and our best estimate of the quansitacive impacs
of the changes on toral equicy as ar dhe dare of vansition and 30 June 2009
and on aet profit for the vear ended 30 June 200%.

&) Shave- Bused Prymenns

SEC operates a shareholder appeoved Emploves Share Oprion Plan O
Pursuant to che ESCH the Company issues options 1o seniol execntives 45 part
of s remuneration scategy designed 1o align dhe reresss of dhe pardcipanes
with those of afl SFC shareholders. Undee AASE 2 Share-Based Pavments, the
Commpany will be required 10 recognize the falr value of options as an cxpense
over the Vc‘sti]'lgj perioc, The srandard apglies wo alf share based papments
issued after 7 Movernber 2002 which have nor vessed avar 1 [aouary 2005,
This cemsament resulrs in a ransicional adjustment dwough rerained earnings
on 1 fuly 2004 and subsequent espense recognition in dhe Income Swateraenr,
with corresponding adiostmens w equiry N

ER

o

o rax deducdon is allowed for
]w amotine expensed. Share based payment coss are noe recognised snder

| CONSOLIDAT

GOJUNGT | BIJUL G4 | 307UNGOS [ATL 04
SO} Eooa) S000 E000
Adjustimsent 1o
rezaied earnings {i11; 303 itin; 130
Adjustmens o
net profic Al - {213 .
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year ended 30 fune 2005

{7} Goodail]

Undes AAS

3 Business Combinasions, goodwill will no longee be able
d bur tostead will be sabjecr 1o annaal impairment sesting,
Thas will resle in s change to dhe Groups coreens accounting poliey whick
amortises goodwill aver s useful Ble {usually 20 veassh, Under the aew palicy,
amortisacan will neo fonger be charged, bor goodsitl will be wriceens dowo w
the extent It is imgaired.

1oy e arnw

f transition adjustment i required as the Group

believes there has beea oo impairment at 1 July 2004, In addidon, the Geoup
has deseryained thar dhere is no lmpairmene ae 30 June 2009, The Group has
nest elecrad 1o apgly /

ASBE 3 retrospectively and hence griar vear mostization
wondd nor be writtens back as ar the date of ransicon.

| COINSOLIDATED | CHE ERTITY

SOJUNGT | DIJULO4| 0JUNGS | IJUL 04
SO0 Eod) S E000
Adjustment 1o
revsined earmings - - - -
Adjustment o
net profie 114 . . .

{1} Tvcation
tinder AASE 112 [neome Taxes, defersed rax assets and deferred rax Gabilites
are recopnised sing che balance sheer approach, which will sosuly in a change
ity the Group's current acceuning policy that uses the income starement

appeoach, AASE 112 has s wider scope than dhe Groop careeny acconanting
policy hence it s Skely upon tansition thas the amouny of defereed s
reconised i the balance sheer wll incee

n]
. Diefersed tax babidities will
inciease in relavion o assers thae are carsied in the Balance 5t
geeater than cheir rax cost hase due o revaluacions of assers. The Impact
of this diffesence s 10 increase deforred ax linbilives and decrease apening
tessined earnings

e AL AT

fn the cage of joing ventre progerties that were caerled on the Balance Sheet ac
cost and not depreciared, an adpsement will be made o bring o sccount this
dlepeeciaion thar would have been expensed snce sequisivion in accordance
weith AIFRS and an awociazed increase in defereed tax asset

| COINSOLIDATED | CHE ERTITY

30JUNGT | GIJULOd| sosunes| 0L o4
K Lo B E000

Fonge rax benefis
increase 824 824 673
liabsilivy increase {492} (4925 43
Nt tax effecy
tafeers as an
incrEase in
retained earnings 334 236 334 230

FALRVIORY £7
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{iu} fwesoment Property
Uneder cusrent Auseralinn Seansdards, tvesiment propecdes are not depreciated
and the Group has canded it Investoent propersy Jine vennge ineeests in
the Sremeny of Firancial Posicion ac the lower of cost and ner eealisable
vatue, The new standard, AASH 140 Investnens Property, requises the value
of investment grapesties 1o be recorded by the Group ac eicher fair value or

depreciared cost. The Group ntends o adope the depreciared cost appeoach.

| CONSGLIDATED | CHEF BNTITY
LN a5 OF JUL & | 307008 a3 IFL o
SO Eock) S E000

Adpustmens o
rezsined earnings
(ot of raxd {870 {276s {3274)
Adpustmens o
net profic
(ner of raxl {116} - -

Fimencial Aoty wnd Liabilitie:

There ts o 1 July 2004 wansidona! adjsstment, nor any 30 Juse 2005 tmpact
a% the tansion dare for AASE 13% 55 1 July 2005,

AASE 139 Financial Tostruemenes: Becognition and Measorement will coquire
financial instraments 1o be clasgfied into one of dhe following caregories which
oy s determine the accounting eatment for the items.

The cassifications are:

- whtich are 16 be measured ar fair value
and faie vadue changes apphied through the Ineome Statemens

= Financial assess held for rading -

¢ Financial assess beld 1o macarisy — which are ro be measared at zmortised

cost;

e [gans and recervables — which are ro be measared ar smostised coss:
Aailable for sale floancial assers - which are co be meanused 21 Fair value
with faire value changes taken w equity;

+  MNon-vrading financial labilicies -~ which sre o be meanged o
amortised cose
This witl restde in a change & the

classify Hoanaal insreume

srrent accouneing poticy thae does not
s pasticularly i relacdon ro Hsred shares,

fisted Shares

Cureently liszed shares are valued ar dhe lower of cost and ner ealisable value
The new AASE 139 Financial Instruments: Recosmition and Measicemen,
all Tl
" cassification and any increment or deceerment fam
starement of
fiancial performance ar each balance dare. The new AASE 139 does not
appby till 1 July 2005, The impact ac 1 july 2005 i 56,181 being an increase
i 30 June 2005 AGAAP carrving vajue to bring the carrving value up w
rearker value undec ATFRE.

ed ar their masker value ar balance dage b

requises listed shuases 1 be

upon & “held for oadin

evions halance date 1o be

the recopised i the Company'’s
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b Hedpe Areouening
There ts e 1 hely 2004 sranstional adjustment, nor any 30 Juse 2005 impacy
as the gansition date for AASE 139 15 1 July 2005,

The Group uses forward coneracts 1o manage fo
AASB 139 Firancial Tnstramen
all derivarives to be measted ar
Seatement wness they quality for
the specific hedge criterta, the enrirg

: s exchange exposiee,
Recogriion and Measorement will require
r vabae and recognised in the Tncore

cific e geeounting. In order 1o m
i requared o meer che foflowing criceria

= Identified the type of hedge faie value or cash flowe
= Identity the hedged jrem or ransaetion;

= Iddenify the navuee of dhe sk betng hedged;

= dentity the hedging instramen

+  Demonstrate thae the hedge has beeo and will continue to be highly

eoriver and

= Diocument the hedging reladonship, incuding the risk managerent
objectives and stategy for undertaking the hedge and how effecriveness
will be rested.

Dhe to the complexitg and resources requived 1o cest hedge effecdveness

puirsaant g the AIFRS regime, Ruzure hedge coners will be sreared as general

hedgpes with sl moveraens i fair value reeo

gaised in the [neome Stsemenz,

O adopeicn of AIFRE, dhe forvard exchange contracts will be marled w
ratker whercas under AGAAR these 30 June 2005 financial stasements have
been marked w0 spor

{1700 Enbedded Deviyasion

ment
e wdennficanon,

the coneept of embedded der
recognition and measurement of derivatives embecdded within co
entered tneo by a Group, Fmbedded decivarives are requared 1o be 1
at fadr value widh movernents reposted in dhe Tncome Surement. The

sives and reqgulr

reviewing contracts to claify embedded derivatives,

furti} Eamployse Participation Lt

The Group is carrently in the process of determining the appropriare
classification and recogniton of dhe Emplovee Pardcipation Units for AIFRS
rEpOITing pleposes

{act fpairmient of Awers

Under AASE 136, “Impairment of Assets” the recoverable amoent of an asser
i deserrnined as che higher of nee sefling price and value B use. Assers will be
teszedd for impaizment as pare of the cash genecacing 1nic 1o which they belong,
Walue i wse will be assessed by reference to discounted cash How analyses.
This will resule ins 4 change o dhe consolidated ensinds cureeny acementing
policy, which determines dhe recoverable amounr of an wsser on the basis af
wadiscounted cash Hows,

Matiagement have deseemined thar there s no AIFRS ransisonal acjustrnent
no aty adfustment as at 30 June 2005 in respect of AASB 136,




DIRECTORS DECLARATION
INDEPENDANT AUDIT REPORT

In aceordance with 2 resolution of the dicecors of Schaffer Corporation
Limniced, we skare that:
i1} In the opinion of the direcsors:

ai the financial sarements and nows of the company and of the
consalidased eneivy are i accordance with the Corporartions Ace
2001, including:
it giving s troe and Fair view of the company’s and consolidared
entity’s financial posicion ag ar 30 [une 2005 and of dheir
performance for the vear ended on thar dace; and

it complying widh Aceounting Seandards and Corporations
Regutations 2001; and

b there are eeasormable grounds w believe chat the company will be able

1oy pray s debes as and when they beeore dae and payable;

This declaration has been made after receiving dhe declanadons required
w01 be made o the direcsoss in accordance with seetion 2954 of the
Corporations Ace 2001 for the faancial pesiod ending 30 June 2005,

In the opiricn of the dizeczors, as at the dare of dhis declaration,
are reasorable grounds to believe dhar the members of the Closed Group
identified 115 Mote 14 will be able o meet any obligation or liabilives o

which they are or may become subject 1o, by virtue of the Dieed of Cross

il

Cuarantee.

O behall of the Board

1 A4 Sehaf
Chairmar and Managing Disecsor

Pertly, 27 Seprember 2003

Seope

The finaneial repore aned divecsors resporibilisy

The financial cepost comprises the sarement of Financial nositon, statement
of francial performance, statement of cash {lenwss, secompanying nores w the
firancial stawements, and che directors’ declararion for Schaffer Corporation
Limited and the consolidased enticy, for the vear ended 30 June 2005, The
consalidated enviey comprises both the company and the endes iv controtled
chartnng that vear

The directors of the company are responsible for preparing a fnancial ceport
that gives a true and fair view of the fnancial positdon and performance of
the eompany and the consolidared ensiryg and cha coraplies with Accouncing
seanclards i Auseslis, in accordance with dhe Corporations Ace 2001,

wlity for the mainzenance of adeguate accounting

oed o prevent and detect frad and

[his inciades ¢

records and internal consrols thar are deg
error and for the scoounting policies and aceonting estiraces isherent in the
financial repore,

Audie approach

W conducted an independent audit of the fnancial repory i arder wo express
ah opinion o0 it 1o the members of the company Crae sudic was conduered in
secordarer wich Aostzalian Audidag Sandards, in ordee to provide reasanable
assurance as 1o whether the fAnancal report i free of maserial missaement.
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i

actors sich as the use of professional
judgement, selective wsting, the inherent Bmitatons of incernad conerol, and

the availabiliey of persuasive racher than concle

ve evidence, T herefo

audiz cannor guarancee that all macedal missserents have been detecied,
W performed proceduses to assess whether i all marerial respeats the
finaacial repore presersrs fairly, in sccordance wich the Corporacions Act
2001, including comphiance with Accounting Standards in Australia, and
other mandacory financial reporing requirements in Australia, 4 view which
is congstent with our undeestanding of the company’s and the consolidared
entiry’s Hasncial position, and of their pertormance s reprosented by the
resties of cheir aperations and cash flows.,

Ve for

inchiced:

ed aur audic opinian on vhe basis of these procedures, which

= oxamining, on a st basts, information w provide evidence supparting the

arnoties and disclosures tn the fisancial repors and

= assessing e approprizteness of the accounting policies and disclosires
aseel and the reasonablencss of significant accounting estimares made by
the disectars.

While we considered the effecriveness of management’s insernal controls over

financial reporing when deceranining the nacure and exwens of our procedures,

onsy atsedin was nor destgned 1o provide assurance on inzeenal conrols,

W performed proceduses 1o assess wherher the substance of hustness
transsctions veas accuraiely reflecied in che financial report. These and

oz acher procedares did nor inckude consideration or judgement of the
approgisteress or reasonableness of che business plans or straceghes adopted by
the direcrors and management of the company.

Independence

W
requitemsenss of Austalian professionat edhical pronouncements and the
nave given v the divecars of the company 2
weriteen Auditoss [ndependence Decliration, o copy of which i3 inclisded in
the Disecsars’ Repart.

: and have met the indesendence

wre independent of the company

Corposations Act .

Audie opinion
in aur opinion, the fisancial repors of Schalfer Composation Limieed is in
sccordanee wich:

i) che Corporations Act 2001, induding

giving 4 cnee aned fair view of the lnandal position of Schatfer
Caorpasation Limited and the consolidated entivy as 30 June 2005
and of eheir performancs for the vear ended on thar dase; and

complying with Accoursing Standards in Australia and che

Corparations Regoladons 2001 and

by ather mandatory financial pepasting regiLirements in Aostralia,

Ernst & Young

(5 B Meverowinz
Parener

Perth

27 Seprembee 2005
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year ewided 30 fune 2005

Yeate directors subsrit their eepost for the vear ended 30 hune 2009 raade in
acctrdanes witty a resotution of the direcors,

Dietails of the direcrors of the company during the Firancial vear and op ra the

clate of this repors ase!

1M SCHAFFER

8 Com {Hons) FUPA
’\!Amg\sng hrecor

- Yirecoos
since H472

CBLAIN, BA
Non e\mztm Director
Appoinied §

AR OMAYER
Execative Direcooy
Appainted 2811701

] SCHWARTY
MNog exectstve Director
Appainted 207699

M PERROTY
Naon Execusive Pirector
Appained 2372105

Mr Jobrs Schaffer joined the company in 1972,
Mr Schaffer s held the position of Managing
Dhrectos since 1983,

Mrs Danielle Blain joined che company ta 1987,
My Blain served as Managing Direcror of Gosh
Laather Pre Led. from 1993 w0 2001,

Mr Anton Mayer s the Managing Direceor

of Australian Leather Holdings Limised. My
Mayer hus over 35 years of International leacher
experience, broad bustness skalls end 2 global

bussiness pesspective,

Wir David Schwang is the chaierman of Lofius
Capieal Parcners Limived, He has over 20 years
experience o marsufacturing and distibudon
businesses. During dhe pase theee vears Mr
Schware has served as o direcior of dhe following
listed companies:

Lofrus Capital

Pareners Limsieed = 3 Ot 99 - cugrent

HomeLeinge Limired - 26 Ang (4 - cugrene

Wle Michaed Pervore joined che Board as a aon-
execative director in February 2005, Mr Pesrote
has owee 35 vears experience in the constraction
tng incustry. Durtng the pasy thiee

v Peerott has also served as a direcor of the

and cont:

e

“} ‘3 b [0 BRI 1..:1 2{;.".
fedlowing other listed companies
12 Mar 98 — current

21 Mo 98— current

Parg Boavard Ted

GME Resourees Lud
Pormman Lid 30 Jun 97 — current
Bone Medical Lid 31 May 01 -
sel Bacled Holdings Ted 23 Oer 06 -3 Oer 03

[ Augge 0%

DHrecrors were o office for the entire necod unless otherwdse stazed,
I

Mr Geoff Diavieson joined Schaffer Corporation
Limsired as a Cose Analysr in 1993, He Las been
Company Secretary of Schaffer Corporation
Limsired since 19949 and was also appoinied
Chief Financial Officer in 2005, Prior w joining
Schafter Corporation Limired, Mr Eravieson

had been engaged i the development capisal,
importing and mining industries. My Davieson
hatds & Masters degree from Musdoch Universisy
enajoring in developenent capial and o Graduate
Dhplama in Applied Finsoce and [nvestaent
from she Securities [nstitme of Atsseralia,

M Davieson is an Xesouam of the Secarizies
Indastry of Ausiralia and o Fellow of the
nsticute of Seceetaries and Administrazors,

TINGE
ENIIET
] 3 Schaffer i1 11
[3 F Blain i1 4
13 | Sctrwarr i 11
A K Mayer i Il
a4 0 Pervon 4 4

Druring the vear two audic commisee meetings were held Mr A K Mayer,
Me L3 _[ Schwarrz and Mes I E Blain atended both meetings, Al the above
s are ; o the company. Mr A K Maver coased
163 b a memher ul LI‘JL Asedis Comnersieeed 1spon Me Perroess appointment w
SEC Boazd and Aadis Commiirer :.Huim‘ 23 Febraary 2005,

e

The SEC Board established the Nominations and Remuserstion Commitees
or: 23 Febeuary 2005, The members of this Boasd sab-commintee are

Mrs £ E Blain, Mr M D Perote and My L3 § Schwearez. Subsequens to it
estaldishment, the Mominations and Remuneration Commitee held one
adeditional meeing prior (0 year end with all members being in asendance,

H
i

At the date of chis repors the economic interest of the Divectors in che shares
of the Company weres

SUHAFFER CORPORATION LIMITED

LRI NARY OFTIONS OVER
SEIARES ORDINARY
SHARES
[ 34 Schaffer 2619927
I3 E Blain §562,560
A Mayer 347185
3 1) Pecron .0
I3 § Schwaree 583,210

Eas
i

in aceordanee with the Articles of Association:

Me M I3 Perect retices as e 3s his firss Aol General Meeting and Mr A
K Mayer retires by rotation and both being eligible offer themselses for re.
election.

i
The principal activities of the entites within the consolidaced entity, inthe
coirse of the financial vear were aummocive leather, paving aad concrete
peocduct mamaceare and property keasing,

The consolidated ensity’s operating profit after sy for the fimsacial vear and
after gurside equity ingerests, was a profie of $3891,000 (2004 - 16,634,000,
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TYre
A

in she opinion of die direcrors of the consolidared envity there has not
arisens daring the financial vear or in the iaterval bevween the end of the
finaricial year and the dave of this report any matrer or circamseance that
icanly igniticandy affect the operations of the
consolidaed endey, the results of those operations of the stare of o
consolidased entisy in subsequent financial vears,

The following dividends have been paid or declagsd by the company since the
commencerment of the financial year

Oue of profits, as secommended i the fmancial starermencs, for dhe vear ended
30 June 2004

O ordinary shases

- P per share final, paid on 18 Sepramber 2003 &7 14,000

- U per share irerken, paid on 22 March 2004 4,754,000
19,468,040

Oue of profits for the vear ended 30 June 2009

O ordinary shases

- vy share final, paid oo 16 Seprember 2004 G.819.000

- G0 per share terim, paid on 21 March 2003 8440000
18,259,040

The conselidared eotitys reverue de 3
5 148,869,000 dis vear. This resulted in a pee wax operating o
525,004 for last

Dhrector Retmumeration for the year ended 30 hune 2005,

AL RTIORY %1
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Onher than the discussion of the Company’s operations and ourdook already set
onse from pages 126 of this Annal Repoes, the Directors have to comment o
ke on lely developments in che operations of the consolidared entity and
the expeceed resules of those apecadons o subseguent financial years.

e

Schaffer Corposation Limited is subiecy o a range of environmental
regubacions. During e Anancial vear Schaffer Cosporation Limied mer af
reporting reguirements under any refevane legistiion, There were no inddenes
which required reporting, The company aims o continually lmprove its
environmental performance.

Phuring or since the financial vear che company has agreed 1o indemnity
dlivectors against a labifity for costs and ex incoreed ia defending
proceedings broughs against chem for a liab

s incorted in thelr role as

The wtal smaur of nsurance conace pramisms paid i not diselosed due
1y 4 confidentially casse within the surance polic

The pasuee and anwons of emolumenss of diseesors and officers of the
company are reviewed on a pestodie basis by refesence w redevane emplovement

matlket conditions with the overall objeczive of ensuring maxirnum stkeholder
benefis from the rerencion of 2 high qualioy Board and executive tearm.

T assist i achioving corposate objectives, some senior execlsves participate

i a performance boaws plan which provides incentives where specified erireria
redating 10 profitability are mec. Details of the nssure and amoont of each
element of the emolisment of each director of the company and esch of the
five execative officors of the company 2nd the consolidared entity recoiving the

highest emnotument for the financial vear as follows:

SPECTRIED THRECTORS | PRIVARY FOST EMPLOYMENT BORTY GTHER TLITAL
SUPER- SHARE
SALARY & CASH ANNUATION | RETIREMENT
FEES % BONUS § % S % % %
1 M Shaffer ’
2005 G344 - 20,919 19410 {1,872 - -
24 562,026 - 120,261 FRG52 13,381 . -
3 E Blain
2005 57,500 - - 5,175 Y36 . - 53,631
24 PG00 88,798 - 6,300 957 7541 - 175,506
A K Mayer
2005 34 3 . - - - . - 347 45
24k 396,125 214,423 - - - - (10,548
03 [ Schwwart
2005 45,000 - - 44050 -
24k 45,000 - - 44050 -
3 1D Perrorr
2005 o - - - - -
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Remmeration of the 5

g FPHRIMARY

axccieives who receive the highest remunaration for the year ended 30 fune 2005,

FLIT EMPLOYMENT LYTHER E{FLHETY FLXTAL

LASH
BOHNLE 8

SALARY §
A Faleoner

2005 166,114 49,040 36,750
lipovic

2005 2H 0G0 43,561 .

2004 203,882 264979 .

nis
2045 59,317 - -
20604 172,754 248,157 -

(G Monkhause

2605 164 454 - nLA15

2004 §53,702 -
GV Diavieson

2005 147,052 - 20,150

Includes the valise of share options end emplovee paricipation aniz

ww

The following amounts
Pl prior 1o vear end. Those opsions oo toager ¢

SUPFRANNUATIHN BETTREM

& &

39,328 - 44,110 335,978

228 - 16,916 293297

42,197 - 16916 527974
5,334 - 2863

37 RAT - 16916 473,703

24,6495 - - G247

44,563 . 107,075

18,687 1818 - 33,492 224224

+uging che Black-Schales model

appearing i the Shave Owptions wial in the wble above relate entively wr oprions graneed i Jub-04 which were subsequendy cancelled in
ancd na cconamic benefit has been recoived by the geantee. Howeves, Asstralian Acconnsing Standesd AASE

H46 requizes that i the event of 2 cancellation of opsions, the entity shall treat that canceflation as an Aauluqimr; of the vesting and shall disdose umraediaely

a8 remineracion the amount that would have otherwise heen discose

M M Falconer 533,000
Mr GV Davieson $34,750

The erms ‘direeror’ and “officer” have beens treated as munsally exclusive for che pury

k

s of the cose 1o the company and the consolidased encey

soses of dhis disclosure,

aver the rernainder of the vesting period.

he dements of ernoluments have been decermsined an the

Execatives are those direatly secounsable and responsible for the operational management and strategic direction of the company and the consolidared entire

Dhirectors’ and execustives’ remuneration indudes the value of share opticns and employee pasticipadon units.

Share options

The Company has re-cadeufared dhe value s ae the segpective grane dates of all
shase aptions in the Cormpany Jssued 1o execiives 'md eraplayees pursuant 1
the Cam pany’s Eapdoves Shaze Oprion Plan Gefer nowe 273 pursuans 1o
the methadalogy ser our i AASE 1046 " Ditecior and Execusive Disclosures
by Disclosing Eodties™. To do dhis, the Company has used the Black-Scholes
options valustion method, Inpues o the Black-Scholes model, a5 apphied
inclisde:

i1} che Company’s dosing shase price on the grant dace

(2

the exereise price of the options as eswbiished under the Emplager Shaze
Crotion Plan

(3} cthe voladiity of the Compaay’s shase over the 12 months ended

date

immediacely prior v the grar
) che oprioms expiry date (rypically five vears after the grans dare)

i5) the risk-ree race aver the life of che oprion, estimased by de vield on 5
vear Commanwealth Goveramenr Bands an the grane dare, and

i an estimate of the Comgany’s dividend vield, based on historieal
dividends per share and the Conmpan

are price o the grans dace,
The historical volariline meange s used in the absence of any exchange-taded
options issied by che Company and from which the narkers assessmens of
furwsre velaciling can be inferred.

The sable below surmmarises, For each issue made since dhe plaos were

institisted, the inpies into che model used this vear w reassess the oprong
walles
weze first gransed.

The wable also gives the valuation placed on each option whien they

The company has adopred the fair value measiwernens provisions of AASE
1046 *Direcsos and Execustive Disclonsres by Disclosing Entites” prospectively
for all aptions geanted o direcsors and celevant execudives, whicl have aot
vegted as ar 1 [uly 2002, The far valoe of sach granes s belog amonised and
disclosed as part of dizecsar and execotive emoluments oo g stralght-line basis
over the vesting period.
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CRANT EXPIRY CURRENT EXERCISE
DATE DATE E

17 Mo 99 17 Nov 4

I8 Bdar (30 28 Mar 09
14 Jul G0 10 Jul 65

24 Aug 01 24 Aug 06
4 Feh (32 4 Fely 007

26 Adar (52 26 Mar 07
20 Jun G2 20 b 97
1% jut 663 15 Jul 3
19 Jubt 34 19 Jul 49

Employes participation s

ccative’s resnineration includes the value of emplovee participans wnits
(P} issued w employees of Austrafian Lealser Holdings Limieed. The
Caompany ks calealated the value at the respeetive grane dates of all EP
issueel o direetors, execairives and emplovess puzstant w the Company’s
Emplovee Incentive Plan (refer Note 27 pursuant to the mevhodelogy
ourin X108, To do this the Company has used the Black-Sct

s

choles options
valuation method, [ngaies o the Biadc Scholes model applied inchede:

i1 the caleulated uni price on the grane date

=

(23 che exercise price of the EPUs

(33 ehe volasifity on Australian Learher Holdings Limited shares aver dhe 12
manths ended immediazely peioe 1o the grant dase

L

CRANT INATE EXPIRY DATE

{ESTEMATED]

4 Oer 2000 4 Our 2007 56.26
26 Dec 2001 20 Dec 2008 5033
1 [ul 20062 { usd 2009 [ARE

1 Jul 2003 1 ul 2010 :

15 Jan 2004 5 Jars 2011 150
14 May 2005 14 May 2012 .19

CURRENT PRIL ERERCESE PRICE

53
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VOLATILITY 3 YEAR BONDS DIVIDEND VALUATION PFER
FIELD EDy 04
10% G.25% &.401% .37
35%, G.56% 4.55%, H0.64
5%, 3.94% 591% H0.53
330 5.42%, 5.75% H5.83
3% 5.63% 1.7 B F153
33% 6.12% F14% 5132
34% 3.60% 5.84% $1.89
31%, 5.01% B.14% 5182
4% 3.549%, R38% F1.65

refer Note 2

(4} the opidons capeeted Far explanation of vesting

psrovisions)

051 zero dividend vield as EPUS partclpae i dividends paid by Aoseealian
Leather Holdings Limired

i che rislefres vate over the Bife of the opeon, estimated from de vield of 3
vear and 14 vear Commonwealh Governamsent Bonds on che geant dare,
and extrapelacing o a 7 year woem,

The historical volatiey measure of Schaffer Corporation Limired s ased

e the absence of any exchange-taded opeions issued by Anstealian Leacher

Holdings Limired from which the markeds assessment of furuse volaling can

he inferred.

The wble below summarises, for cach lssue made since dhe plans were
instirtsted, the npues into che model used this vear w assess the oprions’
walues,

VOLATILITY HISKE FREE RATE

{ESTIMATED)

VALUATION

56.26 364 G.16% 113
56.26 353% 5.51%, 5018
56.26 353% 5.88% S1.002
56.26 31% 4.83%, 8114
56.26 5% 5.45% 172
55.26 0% 3.24% H1L0E
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Unissued shares

As at the dare of this report, dhere were 70,350 anissaed ordinary shases
(70,350 at reportiay daseh. Refer o note 22{d} of the financial
stasernents for fusther desails of che opons outstanding

uncer f.)p['i(JZ].S |

Shates issued as a resule of the exercise of options

Dhuring the financial vear, enpdovees and direcsors have ¢ o the apton o

acquire 152,750 Rully patd osdinary shases in Schaffer Comporation Limited ac
1732, Since the and of dhe finanaal veas,
no fuether options have been exescised.

a welghted average sxerclse price ¢

Lirnteed and s 100% subsidiaries kave Tormed # rax comsolidated Ceoup.
Mernbers of ehe group have envered inta 2 tax shartng arrangement in order
1oy allocate ncome tax expense to the whollpowned subsidiaries om a pro-
rata basis. [ addivien the sgreemene peavides for the allocason of income
tax liabilities between the encives should che head sty defaude ar ins tax
paviment obligations.

i

The ameunt contained in this reporc and o the Arancial starements has

ratnded undes the option availatde 1o che company wundec ASIC class oxder
EEHORIR

24

A A

sing the need for the highe

al Schald
TIpANYS COIpArate govesnance stasement in the
ceion of this annoal ceport.

ity the divectors

principles contained in the
COFPOMALE governance

i [ 5

The directors received the following declartion from the ausditor of Schaffer
Caorporaeion Limibeed.

Auditor's Independence Declaration to the Directors of Schaffer
Corporation Limired

In relavion o cur audic of che financial repore of Schalfer Corporadon Limiced
for the firancil vear ended 30 June 2009, 1o dae best of my kaowled
and beliel, there have been no contraventions of the wuditor independunce
requitrernenes of the Corporatons Act 2001 or any applicable code of
prafessional conduer.

W«?beab

Ernst & Young

(o H Meverowit

Parener, Perth

Seprember 2005

SERY

The following ron-audin services were provided by the eotins Auditor, Erost
& Yeung, The disecrors are satisfied dhat che peovision of aon-audir seevices is
comgatble wich the general sandard of mdependence for ausdivass imposed by
the Corporations Acr. The natare and seope of each tvpe of non-audis service
peavided means that audicor independence was nor compromised.

Byt & Young cecoived or are due w receive the following smaonss Boe the
peavision of non-sudit services

Tax comaphiance seevices - 312,690
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This repast autlings the remruneration arangements in place for dircctors and
executives of dhe Schaffer Corporstion Limieed groop of companies 8

Remuneration Philosophy
SF
gualivy direcrors and execurives, S
the [x
i"E
b the Geoup as messuses of exveutive pe

% el ration ;ml iy 35 direceed ac autracting, motivatiog and reraing
s dey intesnal pesformance measures a
ness unit and consotidared levels are carntogs before inweese and tax
1 and recarn an capical employed, EBIT and RO
efarrmance becatsse they align the
instereses of management with those of '1]] SEC shareholders,

e heen chosen

Respuneration Commirtes
The SFC Board opesares 2 MNe arion Suh-Cornmisee
10 support and advise the SFC Board in fulfifling is responsibiliey 10

shareholders 1o ensure cha the company has remu

rreinnaticns and Remune

satiofl policies and
peactices which enable I 1o acteacy and setain direcroes and executives who will
best consribure towards achieving positive ostcomes for sharcholders. The
camrnittee degermines che remimeration and ocher conditions of service of the
chief execntive officer and executive directors, ¥ any, The commicree makes
recomumendations w the boasd oa the cemuneration of non-exect
weithin the aggregate approved by shareholdees i general meering from
time 1o tme. The commirtee eonsiders individual performanee, companry
performmance, neernal relavivity and Rirmess i serming levels of eernuneration
and may seek appropriase independent external advice oo ass
making. The senuene of non-exccutive disector and executive
are separase and distnen

ive direcrocs

ist in dvs decision

SITHENETATIn

Senor Manager and Executive DHrector Remuneration
Oljective

SECH remuneration policy alms o remunerste execuzives with @ level aad mix
of rrmenerasion coramensurate with their posidon and responsibifities within
the Group.

Strucrure

senior execative consists of Hxed semumeration and

variable rermisneragon fannual and long wem tncentiv

The remuneration of 5FC

s oAy alms
1oy eward executives for Company, business st and individoal performance,
align executive remuneration wich the inteseses of shareholders, tnle rewards
with the strategic goals of such as proficabilizy or rerum on capital emploved
and ensure chac ol remimerasion s effecrive in retaiaing znd motivating
serdor execirives and execunive direcrass.,

Fixed Remuneration

and the ssatory Superanouation {uaranoe
5C wiudt comyprises the L.islz companent and other
non-cash benefies sach a3 2 motor vehice, Where non-cash henefies are
alected, it is intended thar cost 1o company 13 not greater than the cost
than weuld ather Been inctsreed had thar porcon of the salasy beens
The Schaffer Corparation 1 mmcd Superannation
hmd s available 1o executives for siperannuation ¢ mm.flm[zuﬂs

and $ife insurance, Premiurs for life instrance are deducred from
mermber accoiunts, Exectives can elect v lave the company conenibuse
superannaniot bevorsd the stanseary SGE eved by way of a salaey

ash safary Fived emuneration s reviewed annually
by the MNominations and Rermeerasion Commiteee in respect of each
execiive dicecenr The fxed reaneration of exe

This includes
Congribartion {

5

provided as cash

seerifice in Jiew of ¢

tives is sovicwed
antally by the SFC Managing Direetor in case of Bulding Producrs and
Corporate divistons and by the ALH Managing Edrector in the case of the
I..@:Jiim divisior. The review process considers companywide, husiness

CARPART g5
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anit and individual performance in the context of any annoal change
during the preceding rwedve mongh w the wag@s cost index as published
by the Australian Barean of Statistics. Por the vear beginning 1 July 2005,
a review of 3% was applied for Group personnel.

Variable Remuneration ~ Shore Term Incentive

The Group has parformance-based tncenzive plans in place ar each of i
aperations i1 which mansgement and the habour force participare, The level
of rermeneration payable o part

sing execitives 15 nked o the fnanctal
performance of their business. Executives are provided wich cash incensives
provided profitabilicy thresholds are mer. SFCs Mansging Direcror and Chie!
Financial OfficerCompany Seceetary do nor currently pardeipate in any
anomual incentive program. A summary of the anaual incentive schemses for che
Building ]’mdum sl Leather divisions is provided below:

Buuilding Prostucty Division - Management Bomns Incentive Scheme

The Company operates 2 Managemens Boaus Incentive Scheme (MBIS)
for the management group of the Butlding Produers division. Prioe

6 1]}& commencement of each financial vear she Building Products

ion managerment subinits an anpual bodger for consideration Ly
SFC Managing Dieector and dhe SFC Board, Uporns approval of the
Lucdgee by the Board, 4 cash boous (as a percentage of cach particioants
frved remuneration? is pavable o a tered basis provided actual EBIT
profitabilivy thresholds are metfeceeded a5 a6 31 December and 30 June
bafance date, - MBIS payment for EBIT performanee is subject 1o
auddited financials of each business unic and is pavable ac the discretion of
the Managing Dhrecron Actual EBIT performance versus Budgewd EBIT

performance las been chosen as the selevant performance condition as
ehis performance meastare is readily mondeosed and available and EBIT
sformance aligas the reres of management wieh those of dharcholders,
The scherne may be disconsinued ac sy tme by the Managing Disecsar
witholst prior notce,

Leather Division - Profis Partivipaion Seheme

ALM operates a prodic pasticipation scheme for the statl and management
af the Leather division, Prioc o the commencement of each financial
vear the Leasher division management submaits an aanaal bodger for
consideration and approval by ALHY Managing Director and the SFC
Board, A cash bonus of 10% of schal B acjuseed for o noenal
becomes pavable
weds budgered EBET and 4 mintmom revarn
i capieal emploved UROCE™ b 15% bas been achieved a3 & 31
Dicember -.mai 30 june balance dares. No boous s payable if acral
EBIT perfosmance is fess than adgeted EBIT performance or i ROCE
ject o audited
Maraging
15 Budgered ERIT
heen chosen as i?]t televant

charge on capital emploved widhin dhe bus
i:un\“lticd AL[lH' ERIT o

i tess than [5%. The profic pardeipation borus i 5
financials of eack business univ and 2 ‘

I3
performance and a ghres

ITHLEACE ¥

. have
performance measures age reacily
“BIT and ROCE performance aligns the

interest of ranagement wich chose of sharcholders. The scheme has been

pesformance conditions as thes
monitosed and available and §

1ed 10 ikeen

se o wide range of leather division workforee from
wop executive management 1 facwory Hoor personnel. Due o the ditficale
erading condisions experienced by the leather division and the cesultant
impace o leather

LB o bosus paviments were made pussuans t the
profit participation scheme for the year ending 30 June 2005,
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Variable Remuneration - Long Ternt lncendve

cenior executives {other than Mr Sch
s Emplovee Shace Option Plan CESOPTL ALH aperaces the Emplovee
Performance Um ¥ Plan for ies executives. The SFC BSOP and ALH
EPU plans have longeserm vesting provisions and are designed ro align the
insterests of the participating executives with those of alt
As sisch loog rerm incentive granes are typically made 1o axecurives wha

are able g0 influence the generation of sharcholder wealth and dhus have o
dizeer impact on the Company’s performance. A summary of the long-term
isceneive schemes for the Corparase, Building Produces and Leather divisions

Fer and Mr Maver? pardeipate in

 sharehedders.

i provided belows

SEC Erplovee Share Option Plan (MESOPT)

A employes share opion plars has beeo established, The plan was
apsroved by shareholders ar the AGM o November 1999, The plan
peeraits the grancng of optons {at the absolore diseredon of the Board)
e groap emplovess w acquire osdinary shares in Schaffer Corporasion
Limited. The oprions ssued for mil consideration, ase isued in
sceotdance with performance guadelines eseablished by che Direcrors of
Schatfer Corporation Limited The oprions canact be transferred and
will rsor be quored on she ASXD The aumber of optons which can be
fsstsed is limied o0 5% of the namber of shares on bssue, At the date of
thiz eI 3 there weere 70,350 ESC aptions on isie represencing 1.5%
af the $FC tssued capieal. The options on issue have s average sxercise
price of $10.5% oprion {i.e. 42,850 opdons exercisable ; A9 aption 2o
7800 opricns execcisable ar §

2.3 fopinn).

Chostions sy be exerelsed as follows:

during the fiest 12 months of each option period and induding
each date of Issue, no mose dhan 25% of the opeons issued 1o that
participant oil thar dace af issoe

chartng the period of 24 months from and including each dare
of fsue exercise no mose than 30% of the options issued 10 die
particivant oi thar dace af fssoe

churing the pedod of 36 months om and tacluding each dae
of issue exercise no more than 75% of the options issued 10 die
particiant oil thar dace of fssoe.

After 36 monzhs 100% of the options may be esercised.

While ESOP containg vestiag conditions, the esercising of ESOP oprions
i aor dependeny on a performance condicion beemse: ESCP oprions

Brave beers issued widh an exercise price av or above the share price on
ehe izsue dare; ESCP oprions do nor pasticipare in dividends, and are

nut cansferable or saleable. Accosdingly, ESOP options ooly provide

an econanic beoefit 1o the e rwhich

pieat in the evear the share pu

aciuses for dividends pasd) significantly exeeeds the exerdse price {ivhich

i aor achuseed for dividends paid) aver the oprion vesting period thereby
aligning  the inrerests of rmanagernent with those of all sharehalders.

ALH Emploves Participation Urits Plan

Anstrafian Leacher Holdings Limired (ALHY aperates an aimployee
incerstives plan which permies the grandng of umrsimc pastici
EPUsT ar the diseretion of ivs shazeholders” wp wo an EPU limit. The
EPL imie s 10% of die fully diluted share capical of Austrafian Leather
Hatdings Limieed, which is caleulared as i each EPU abready issued was
deemed w0 be one iwed Aostralian Leachier Holdings Limited shase, ALH
dividends are apglied o  fully difured basis wo the unpaid pordon of each
EPLEs unedl che unpaid portion is reduced @ mb Onee fdly paied ap, each
EPL participares in ALF dividend pavenencs on o fully diloeed basis.

fon unes

addieion, an EPL
In addicion, an EPL
payiaent from Australisn Leather Holdings Limieed s the following

esrovides an emploves with a vight w receive s cash

CHTUTHIANGES

i an ermplovee dies

after the grane dare.

ed at any e

ar becomes permanendy dis

i i an ermpbovee coases emplovenent after the three vear initial vesting
by f by plog ¢ afeer the three s i _
pettad,

Upon a tiquadiey event (erade sale or Bsting an an Australian or

awverseas stock exchangel,

Wl On st of @ compudsory pavirens notice by Schatfer Corporasion
{irndeed.

The ameuar of che cash payment s dependaat on vesting and the

financial performance of Australian Leather Holdings Limiced. The

vesting leduiremens are:

ups [0 3 yeary - il

33.3%

b3 years to 4 vears -

4 years 1o 5 vears - 66.7%

il ower S vears - H0%

Noter Emplovees are ineligible w
circumstances:

e any pavinens i che following

0 resminacion due w miscondoc

{1} failure to peovide 9 davs weieeers actice of infention o terminag
eimployment

aerfag in cotpetition prios ro the pavment date {paymenr dase 3w
leasr 12 months after teeminaciont

e amount of payment i caleufared in sceordance with an equity
valuation formula based oo 5.5 tmes Ausiralian Leather Holdin
Limived's carnings hefore interese and rax minus nes debe. The formula

s 4 chree vear aversge meluding one full vear following cerminatioa,
This formuda is designed w incentivise EPL holders in respect of the
building che long serms value of ALH and provides 2 fair and readily
caleufalle means for valuing thar fong term interest, Schaffer Corporation
Liraived has che opring @ compel the emplovee 1o use tie whaole or part
of that cash payment in subseiibing for Schaffer Corposacion Limiced
shaves based on the average Sehaffer Corporaton Limited share price for
the same theee year period.

i1

Taf

The following information is provided tn accordance wieh s300A{1} e
the Corporation Ac and degils proportion of fixed remunenion and vartable
remuneracion paid for dhe vear ended 30 June 2005 a5 detailed in Noge 25 of
this repost:

245
REMUNERATION STRUCTURE

% Fixed % Virriabhle
Directors
1M Schaffer 101 %
A Maver 1% (¥4,
D3 Blain 1% (¥4,
£y Schwars 1030% %
MID Perron 160% (%
Execitives
M Falconer 2% 8%,
N Filipavic s 1%,
{ Mans 1030% %
( Monkhouse 1% 19%
(W Davieson 5% 9%,
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The following mformation i3 provided i relardon w s300A0 3G - (vl of
the Corporations Act:
Crr 19 July 2004, 30,000 ESOP opdons were issaed o Mr Monkhouse
with an exeecise price of 1432, The Black & Schales value {worked
aut at the time dhey wese granted) of oprions geanted o Mr Monkhouse
during the vear war 549500, My Monkhouose exercised a o of 91,250

aptions duzmg« the course of the pear Aceordingly, the value (worked oue
1ot options granted w Mr Monidiouse
arl that were exercised by Mr Moakhouwse diing the course of the year
5491503, Al 30,000 514.32 options gz&mad o) M Monkhouse
bapsed when he ceased employment with the Company on 8 Apal 2005,
Mr Maonkhwuse

ar the time Ef]\._‘_-’ BEHE EXITTSE 2]

fiedd ner acher options at the e his employment

eerminated. Accordingdy, the value fwerked our ar the time chey lapsed) of

apricns that were geanted o Mre Monkhoese as past of bis ramuneration
aml that lapsed lemgﬁ the year was oil. The aggregaee of the values

deftaed by S)}Gﬁ\{ b fit G and {iv) and sefesred o in chis parageaph
s & 3. Accordingly, the pereenrage of the value of Mr Monkhoose's

i'{;‘.!‘flli]}{i‘]'&ll’jt’)[) attribueable to the aggregace of viluey seferred o in this
paragraph s

Chn 19 fuly 2804
an exercise

20,000 ESOP oprions were issued o Mr Faleoner wich

.32, The Black & Scholes vahse {worked our at

price o
the time [lzc"f were granted) of options graated o Mr Faleoner during
the vear was _.(J(}(} M Faleaner exercised 2 woml of 1 S0 oprions

during the course of the year, Accordingly the value (worked cut ac the
tie

TEY W

- exercisod} of oprons granced o Mr Faleonee and hae were
wercised by Mr Falconer during dhe course of the year was 583,000, Al
20,0600 514.32 opgons graneed 1o My Faleoner ]3;}3{«;[ when all opeions in
ehas class were cancelled o 27 June 2005, Accordingby, the value fworked
aut ar hie time chey lapsed) of oprions thae wese graned o Mr Faleoner
a3 part of his remanesation and thar lapsed during the vear was oil,

The aggregare of the valoes defined by $300A01)
is parageaph is 116,000, Accordingly, the percentage of
Mr Faleoner’s remuneration attribucable ro the aggregare of
alies refersed 1o in dhis paragraph s 28%.

{0y, () and {vh and

referred o

the vahie o

Crr 19 fuly 2604, 15,000 ESOP opgons were ssaed m Mr Eavieson
; The Black & Scholes value fworked

with an exercise price of §
aut At the time hey were granted) of eptions geanted o My Davieson
during che veas was $24.7500 Mr Davieson esercised a roraf of 12,500

aptions during the couese of the year Accordingly the valoe worked o
at the time chey wese exercised] of opeions granred w Mr Davieson and
ehat were exercised by Mr Davieson during the course of the vear was
572,788 Al 15,000 $14.32 oprions granted o Mr Davieson lapeed when
all aptions in thar class were cancelled on 27 June 2005, Accordingly, the
'<1]lic fwarked aur ar the tiene chey lapsed) of options that were granied

e M Eravieson as past of his rermumeradon and thar lapsed during the
vear was 11l The aggregare of the values defined by $300A{1He) f
atscl (v and weferred o i this paragraph 15 § LR f\ufmlmg\] the
pereentage of the value of My Davieson’s remuneration acriburable 1o the
egace of values re

a4

-
i, (31}

ered to i this parageaph is 33%.

Employment Contraces

W Sehafter, fasaging Director i eenploved under a Senvice
Agreernent. The service :Js\ LEMEHT WA3 Lmuui fe o 18 ?nl s 1984,

158 Schaffer op che

Company. Under che terms of the service agreemene, the agreement may be
tesminated by the Company or Mr Schaffer after the expiraion of one monthiy
nedice i writing given o one of them by the other, Upon rermination of

this agreerneat Mr Sehaffer iv enddtled 10 receive from the Company & hang
surn equel w the annuad cemunenation paid immediaely preceding thae

sons of gross misconduer, fraud
1 muhms\ i & matetiad loss or injusy 1 che Company o iF Mr
found guitey of wilhsd disobedience or any othee conducr resulting
iy a graarerial projudicn o dhe Company or such as o bring the Company int
clisremsee,

terminagion except if dhe erminaton is for re
or dishones
Schaiter 1

CREPFORY 87

Sebaifer Corporarien Limied 2003 AN

Mr Mayen provides management seevices to the leather division pursaant v 4
emment entered ino on | Judy 2003 which rerminstes on 30
Consultaney Agreement may he terminaged soone:

Jun 20060, Th

+ by the consaltee without prioe notice for Caose (Le. wilfal misconduc,
wilfully weongful ser, gross aeghigence, criminal ace or a prokabition by
baw L comprany managementy;

= by either parey for any reason upon ) days prior weriteen aotice w the
ather party;

= by the conslotee 30 days alfter glving notiee of rermination o Mr Mayee
for eeason of [is physical of mental incapacivy on a perranant basis

= on the deash of Mr Mayer.

The Consultancy agreement with Mr Maver does not provide for

HTENENL

terminaton paymen war rerminaon of the

Mes- Bxecutive fHsector Remuneration

S5
statutory superanmetion} and the relmbursement of reasonable expenses,
58X Listing Rules specify thac the aggrep:
ve cirecrors shall be dereremined from time 10 time
by a generdl meeting. An amount noe esceeding thae amouat s then divided
berween the non-executive directons as agreed, The lasest determination veas
at the Annusl General Meedng held 19 Noveraber 2003 when sharcholders
approved an aggregate remuaeracion limic of $250,000 per annum. The
atecint of aggregate remunecasion sought w be .}z);xm'ml by shareholdees
and the manner in which it is @ be 'Jppunrosml AONESE the non-execurs
ritly felly alised. The
fee pool is payable ooly g non- rs. The amouas payable w
nofeexective diseesors is set by the Boad afser having raken regaed 10 the
of the Company and Board, the responsibilizies, demands and sccountabilites
faced by those disecrors i discharging sheir dusies and after seeking exvernal
acvice 1o ensure the feas are in line with marker seandards, All shree aon.

s non-execucive direcrors receive fees for their services {including

The Constittion and the

rernunerasion of nonesec

divectors 8 reviewed anoually. This min is nor curre

sive di

e

andd the Nominadons
and Remuneration Commitree and the fived anmeal fee received by aon-

execative direcrors are members of the Aadiy Cormmiin

execative directors i inchusive of these sab-commitee commitments, It is
current SEC policy thar non-execisiive disecrors do mot receive shares, options
ot other securtties and are sor digihle w partcipare in SECy Employee Share
Opon Plan, The anly exceprion vo chis policy Is char Mrs Bladn receives
jon fror the ALH EPU Plars, an entitlement dadng back o Mrs
Blains thme a5 an exectstive of the ALH bustness. Payment of fees fincluding
stangory superanmuation} and the reimbussement of reasonable expenses are
the aaly remuaeracion pavable to My Sehwartr and Mr Pereore,

LETTIAL T

i is not a requivernent of the Consczation of the Company thae divecrors hodd
shases i the Company, Noneexeastve diceciors appointed prior w Jul-03

are entitled v 2 retirernent benedit equivalent 16 one vear’s annual directors
fees. The reticerment benefit was reduced from dhree vear’s 1 one vear’s annaal
director’s fees in Jul-UF {2 three year retiremens benefit was in place at the ime
each diceczor accepred their anpotnrment 1o the Board}, ST

considers the

recueed benefte modest and appropriace given die benetlt which hisworieally
2 poliey that ao sedremane benefit apply wo new disecrors

appaointed mc‘z Jul-03.
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Director and Erecative Remuneration for year-ended 36 June 2005

ursuant 1o s360A 0 M) of the Corporation Act, the remmureration received by cach SFC divcczor and each of the five company execucives whe receive the nighest
P 360A1Hed of the ¢ i, 1] [ { by cach 5F(C 4 | cacty af the | i he high
remuneracion for che 20040095 financial vear is set aur in the able below:

SHARE
SUPERANMNUATION RETIREMENT | TERMBNATION | OPTIONS AND
% BEMEFITS & BEMEFITS & EPLIS § &

SALARY & LASH
FEES & BN 8

SPECIFIED DIRECTORS
§ M Schaffer GL0L344 - 20,019 15410 10,872 -

[3 I Blain - - 5475 954 -

AR Mayer : - - -

03§ Schware 45,043 . - 4,050 2074 -

WD Pern 17,067 - - . . -

SPECIFIED EXECUTIVES

M Faleoner 166,114 449,640 36,7490 34,528 . . A4, 140" 33545974
N Filipovic 210,004 43,561 22,8240 - " 14,914 293,297
. Munis 59,317 - - 5,339 - 224207 . 288,863
( Monlchouse 164,4%4 . 6,615 24,605 - . &0, 247 247251
e Diavieson 147,082 - 23,550 18,087 1L&18 33,402¢ 221229

-

The following amounts appearing in the Shase Owtions toral in che table above selate entirely w oprions graneed in Jul-64 which were
fatl prier to vear end, Those options no longer exast and no economic berefit has beers received by ehe geantee, However, Australian Acooansine Standard AASB
R - I ~ -l R . K =
040 reqigires that s the event of 2 cancellation of aptions, the entey shall treae that canceliagion as an acceleration of the vesting and shall disclose imraediaely
a5 remaneracion the amount thar would have otherwise been disclosed aver the remainder of the vesting period.
Mr 3 Faleoner 533,000
AMr GV Davieson 24,750

subsequendy cancelled i

Company Performance

o Year Toral Sharvebolider Retsrn

Togal shasehodder revarn {PTER™ 55 2 well accepred and underssood measure of paformance. SFC caleidares TSR ws follows:
Mavernent in Share Price Gncluding bosus issaes)

pliss Dividends Paid
phes Dividend Impuration Credies

in aceordence with s300ATAA) and (AR}, the able below femises the consticuents w0 SFCS TSR by vear for cach of the past five vears. SFC rorad TSR wverages
260% per anmur compounded over the past fve v,

Sep-Li0) Sepetld Sep-112 Sep-003 Sep-O4 Sep-045 SYEAR TOT

Share Price (5) 355 400 B 14,24 1443 5.25 1.7
Bonus lsswe {85 (.36 - - - - (.36
Cred Ditvs (5] 0.37 (LA 1.0 1.4 (.75 3.52
Special Divs (8 0.0 .10 0.4} (.40 45 175
Tmputation Credic ($) .44 (.36 .51 .60 {151 2,07
TSRS} 1.22 10 5.86 (7% 890
TSR} 34% I78% 585 J8% 251%
Annualised 1%
(Compounded;

Dividends paid by SFC over the past 5 yours
O an aggregare dottars paid basts, SFC has paid o sharcholders o roral of $64.9 mithan in fully Franked ordinazy eod special dividends over the pase five vears

Signed in accordance with 4 resotution of the directors,

% /71 j)--«f/{}({ .

1 M4 Schaffer
Chatrman and Maraging Diveczar
Perth, 27 September 2005



ASX ADDITIONAL INFORMATION

year ended 30 June 2005

Addivional infermation required by che Australian Seocle Exchange Lo bs s
fordiows.

Bisued as at 12 September 2005 - 14,091,935 ordinary fully paid shasss,

-

3
LAY

T

Prsead Adclsess:
GPCy Box 13182
FERTH WA G840

- Compurershaze [nvestor Services Pry Led

Level 2 Reserve Bank Bullding

4% Sr Gearge's Tee

PERTH WA 6060

The shares of the Corapany are lissed on the Austalian Stock Exchange
Limited, The home exchange s Perth.

Subjecr to any restrictions fom deme oo time beng attached w any dass oz
clagses of shares ar genersl meetings of Members or elasses of Members.

(1 each Member entitded ro vote may vore i person or by peosy, attormey o

FERICEROTAL B

an a show of hands, every pesson present who s 2 Member ar e proxy,
atrosney o repseseatacive of 2 Member has ooe vore

fad

an & poll, every person present whe is 2 Member or a proxy attorney
a7 FEPIESSORALve of a Mernher shall, iy respect of each Rully pasd share
beld by i, ar in resp dhich Be s appoiated a proxy,

IS}

ANy 1

reprosentative, have one vore for the share, b in eespect of partly paid
chares, shall have 2 fraction of a vore for each pagtly paid share, The
fraction must be eguivaieor w the propostion which the amemt paid {noc
crecieed} is of the sl amounts gaid and payable (excluding amounts
crecitedd. Armouns paid fn advance of 2 call are ignored when cafeudacing
the proporton.,

Sebaifer Corporarien Limited 2003 ANNUAL REFORY 5%

As ar 12 Seprember 2004 SHARE. SELARE-
HOLDINGS HOLDERS
I 1,060
1,001 5000

50071 10,000
LG0T — 100,000
HILOOT — and aver

Namber of shazeholders holding less chan g muackeable parcel ie less dhan 103
shares: 109

As ar 12 Seprember 2005, the subsuntial sharcholders of the company
smrmanised below, wore

Ny OF SHARES

SELARLS

13.596%

My | M Schaffer & Associaes
0% of inzerest held by Swan
Haldings Pric Led. 4.05%

18,594

My D F Blaio & Associases Q09,673
0% of inzerest held by Swan
Haldings Pric Led. 52,687

1L 1.019%,

* Combined inzerest of Mr ] A
Schaffec & Mrs D F Blain 29.08%,
Tobling [nvestmens Pey Led 50,512
Eseare of My A L Jobling
[ecessed
5040,

Pusstant to the Corporation Ace {2001
Pry Lod Voung Deed confenring on
Swan Holding: ter Corpotation Limited’s

shares, [ M Sd s alio deemaed w have an lnecest 11 all the Schatfer
Corporation Limited shares held by 13 E Blain and her associaees, and vice
versa. The consegaence of this s thar cach of the Substancial Sharcholder
notices lodged with the Regolatory Auchorities by | M Schaffer and [ E
Blairs show [ M Schaffers and I £ Blain's combined ntecest ar 30%, nos
their individual economic interests of 19% and 1% respectively

by virtue of the Swan Holdings
I 34 Schatfer the power w vore all

¥ bad’s interest in &
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Asar 12 Seprember 2005

MY OF SEIARES FERCENTY
LR ES5UED
CRDIMNARY

SHARES

Swars Holdings Pre Lid. {305,374 9.26
Schatfer Mominees Pey L. OR(.482 (.96
Mrs Danielle Bva Blain 967,570 G4
Mr John Michael Schatfer THL554 5.67
Jobling lavessments Pry Led, 307,812 3.00
Mrs Blanka Schaffer 432 897 307
Mr Dravid Schwarts 354,170 155
Keyson Enterprizes Limited 344263 244
Estare of Mr Albere Edward
fobling Dhoccased 286,504 204
The Sposts Café {Ausralia) Pre Led, 226072 §.60
Aggo Investrnents Limired 154,204 £.31
Alan Foerester Pryn Led, 114100043 .78
Mrs Delra Fuseh Schalfer 1638, 207 0.7%
Westpae Castodians Nominees, Lid, B0032 .57
§ P Morgan Mominees Australia, Lal FBIG2 156
Fredsicle Brice Warsham TG0 .53
Edward James Lewis 69,105 0.49
Milton Corporagon Limised 68,904 (.44
Winifred Francis Schulze 0918 .47
Ausgrabian Fxecussor Trusstees
Lirmired 63,0495 .45
Cantegong Farm Pry. Lid 593,003 .35

RN A 45,94

The Anmel General Meating of Schaffer Corporation Limired will be beld at
Pesth o Wednesday, 16 November, 2005 ac 11.30sm. Further information
regarding the mecsing including the business o be deale with & coneained in
the separate notice of meeting,



