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Income Statement for the Year Ended 30 June 2006

> UNDERCOVERWEAR LIMITED A4BN 85 108 962 152

ECONOMIC ENTITY
2006 2005
$ $

Revenue 46,492,144 44,089,005 7,121,319 4,081,645
Other income 563 485

Changes in inventories of finished

goods and work in progress (9,487,874 8,284,218

Raw materials and consumables used (7,807,159 7,305,329
Distribution costs (1,589,061

9,546,777

(
(
(1,812,896
Commissions paid (10,042,565)
(

Promotions and advertising expense (2,693,088 2,449,161

Insurance expense (184,679 (177,493
Employee benefits expense (6,070,468 (5,753,072
Rental expenses (786,798 (759,782

Finance costs (2,599 (107,920

) )
) )
) )
) )
) )
Depreciation and amortisation expense (272,197)  (372,605)
) )
) )
) )
) )
) )

Other expenses from ordinary activities (2,855,445) (2,282,773 (60,545) (54,181)

Profit before income tax expense 5,800,774 5,287,464 7,060,774 3,977,464

Income tax expense (1,789,975)  (1,666,774)  (1,789,975)  (1,566,774)

Profit attributable to members of the parent entity 4,060,799 3,670,690 5,320,799 2,410,690

Basic earnings per share (cents per share) 8.46 7.65

Diluted earnings per share (cents per share) 8.46 7.65

The financial statements should be read in conjunction with the accompanying notes.




Balance Sheet as at 30 June 2006

>»> UNDERCOVERWEAR LIMITED ABN 85 108 962 152

NOTE
CURRENT ASSETS
Cash and cash equivalents 10
Trade and other receivables 11
Inventories 12
Other 13
TOTAL CURRENT ASSETS
NON-CURRENT ASSETS
Other financial assets 14
Property, plant and equipment 16
Deferred tax assets 17
Intangible assets 18
TOTAL NON-CURRENT ASSETS
TOTAL ASSETS
CURRENT LIABILITIES
Trade and other payables 19
Current tax liabilities 20
Short-term provisions 21
TOTAL CURRENT LIABILITIES
NON-CURRENT LIABILITIES
Long-term provisions 21
Deterred tax liabilities 22
TOTAL NON-CURRENT LIABILITIES
TOTAL LIABILITIES
NET ASSETS
EQUITY
Issued capital 23

Retained earnings

TOTAL EQUITY

The financial statements should be read in conjunction with the accompanying notes.

ECONOMIC ENTITY PARENT ENTITY
2006 2005 2006 2005

$ $ $ $
1,635,141 2,199,616 5,832 6,961
363,952 337,195 5,718,343 2,974,658
6,260,303 5,177,664 - -
257,730 465,837 - -
8,517,126 8,180,312 5,724,175 2,981,619
- — 24,000,000 24,000,000
448,055 497,749 - -
411,104 484,253 90,363 118,510
24,817,499 24,817,499 - -
25,676,658 25,749,501 24,090,363 24,113,510

34,193,784 88,929,813 29,814,538 27,095,129
3,079,043 4,358,188 1,150 1,097
1,628,563 1,339,190 1,628,563 1,839,190
1,238,187 1,155,672 - -
5,945,743 6,853,050 1,629,718 1,340,287

124,974 123,679 - -
33,179 48,995 42,941 58,757
158,153 167,674 42,941 58,757
6,108,896 7,020,724 1,672,654 1,894,044

28,089,888 26,909,080 28,141,884 25,701,085

23,960,750 28,960,750 23,960,750 28,960,750
4,129,138 2,948,339 4,181,134 1,740,385

28,089,888 26,909,080 28,141,884 25,701,085
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Statement of Changes in Equity for the Year Ended 30 June 2006

> UNDERCOVERWEAR LIMITED A4BN 85 108 962 152

ORDINARY SHARE RETAINED
CAPITAL EARNINGS
$ $

ECONOMIC ENTITY
Balance at 1 July 2004 28,960,750 287,649 24,198,399

Profit for the period 3,670,690 3,670,690

Total recognised income and
expense for the period 3,670,690 3,670,690

Dividends paid (960,000) (960,000)

Balance at 30 June 20035 23,960,750 2,948,339 26,909,089

Profit for the period 4,060,799 4,060,799

Total recognised income and
expense for the period 4,060,799 4,060,799

Dividends paid (2,880,000) (2,880,000)

Balance at 30 June 2006 23,960,750 4,129,138 28,089,888

PARENT ENTITY
Balance at 1 July 2004 23,960,750 289,645 24,250,395

Profit for the period 2,410,690 2,410,690

Total recognised income and
expense for the period 2,410,690 2,410,690

Dividends paid (960,000) (960,000)

Balance at 30 June 2003 23,960,750 1,740,335 25,701,085

Profit for the period 5,320,799 5,320,799

Total recognised income and
expense for the period 5,320,799 5,320,799

Dividends paid (2,880,000) (2,880,000)

Balance at 30 June 2006 28,960,750 4,181,184 28,141,884

The financial statements should be read in conjunction with the accompanying notes.




Cash Flow Statement for the Year Ended 30 June 2006

> UNDERCOVERWEAR LIMITED ABN 85 108 962 152

ECONOMIC ENTITY PARENT ENTITY
2006 2005 2006 2005
$ $ $ $

CASH FLOWS FROM OPERATING ACTIVITIES

Receipts from customers 51,266,438 48,773,071 -

Payments to suppliers and employees (47,480,922)  (43,496,840) (100,315)
Interest received 142,554 71,996 -

Dividends & trust distributions received 265 412 7,121,319 4,081,645

Finance costs (2,599) (107,920) - -

Income taxes paid (1,488,271) (411,470)  (1,488,270) (411,470)

Net cash provided by operating activities 2,537,465 4,829,249 5,622,657 3,519,860

CASH FLOWS FROM INVESTING ACTIVITIES

Proceeds from sale of property, plant and equipment 7,454 11,918

Purchase of property, plant and equipment (229,394 (281,284 -
Proceeds from subsidiary - - 4,377,468 1,518,780

Payments to subsidiary - - (7,121,154)  (4,066,679)

Net cash used in investing activities (221,940) (269,366)  (2,748,686)  (2,552,899)

CASH FLOWS FROM FINANCING ACTIVITIES

Repayment of borrowings to related party - (2,550,634

Dividends paid by parent entity (2,880,000) (960,000)  (2,880,000) (960,000)

)
)

Net cash (used in)/provided by financing activities (2,880,000)  (8,510,684)  (2,880,000) (960,000)
)

Net decrease in cash held 564,475 (1,049,249 1,129 (6,961)

Cash at beginning of financial year 2,199,616 1,150,367 6,961 -

Cash at the end of financial year 1,635,141 2,199,616 5,832

The financial statements should be read in conjunction with the accompanying notes.




Notes to the Financial Statements for the Year Ended 30 June 2006

> UNDERCOVERWEAR LIMITED ABN 85 108 962 152

> NOTE 1: STATEMENT OF SIGNIFICANT ACCOUNTING POLICIES

The financial report is a general purpose financial report that has been prepared in accordance with Australian
Accounting Standards, Urgent Issues Group Interpretations, other authoritative pronouncements of the Australian

Accounting Standards Board and the Corporations Act 2001.

The financial report covers the economic entity of UnderCoverWear Limited and controlled entities, and UnderCoverWear
Limited as an individual parent entity. UnderCoverWear Limited is a listed public company, incorporated and domiciled
in Australia. The financial report of UnderCoverWear Limited and controlled entities, and UnderCoverWear Limited
as an individual parent entity comply with all Australian equivalents to International Financial Reporting Standards

(A-IFRS) in their entirety. Compliance with A-IFFRS ensures that the financial report also complies with International

Financial Reporting Standards (IFRS) in their entirety.

The following is a summary of the material accounting policies adopted by the economic entity in the preparation of

the financial report. The accounting policies have been consistently applied, unless otherwise stated.

BASIS OF PREPARATION
First-time Adoption of Australian Equivalents to International Financial Reporting Standards

UnderCoverWear Limited and controlled entities, and UnderCoverWear Limited as an individual parent entity have
prepared financial statements in accordance with the Australian Equivalents to International Financial Reporting
Standards (IFRS) from 1 July 2005.

In accordance with the requirements of AASB 1: First-time Adoption of Australian equivalents to International
Financial Reporting Standards, adjustments to the parent entity and consolidated entity accounts resulting from the
introduction of IFRS have been applied retrospectively to 2005 comparative figures excluding cases where optional
exemptions available under AASB 1 have been applied. These consolidated accounts are the first financial statements of

UnderCoverWear Limited to be prepared in accordance with Australian equivalents to IFRS.
Reconciliations of the transition from previous Australian GAAP to IFRS have been included in Note 2 to this report.

Reporting Basis and Conventions
The financial report has been prepared on an accruals basis and is based on historical costs modified by the revaluation
of selected non-current assets, and financial assets and financial liabilities for which the fair value basis of accounting

has been applied.
ACCOUNTING POLICIES

a. Principles of Consolidation

A controlled entity is any entity UnderCoverWear Limited has the power to control the financial and operating

policies of so as to obtain benefits from its activities.
All controlled entities have a June financial year-end.

All inter-company balances and transactions between entities in the economic entity, including any unrealised
profits or losses, have been eliminated on consolidation. Accounting policies of subsidiaries have been changed

where necessary to ensure consistencies with those policies applied by the parent entity.
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Where controlled entities have entered or left the economic entity during the year, their operating results have
been included from the date control was obtained or until the date control ceased.

Income Tax

The charge for current income tax expense is based on the profit for the year adjusted for any non-assessable or
disallowed items. It is calculated using the tax rates that have been enacted or are substantially enacted by the

balance sheet date.

Deferred tax is accounted for using the balance sheet liability method in respect of temporary differences arising
between the tax bases of assets and liabilities and their carrying amounts in the financial statements. No deferred
income tax will be recognised from the initial recognition of an asset or liability, excluding a business combination,

where there is no effect on accounting or taxable profit or loss.

Deferred tax is calculated at the tax rates that are expected to apply to the period when the asset is realised or
liability is settled. Deferred tax is credited in the income statement except where it relates to items that may be
credited directly to equity, in which case the deferred tax is adjusted directly against equity. Deferred income tax
assets are recognised to the extent that it is probable that future tax profits will be available against which

deductible temporary differences can be utilised.

The amount of benefits brought to account or which may be realised in the future is based on the assumption that
no adverse change will occur in income taxation legislation and the anticipation that the economic entity will
derive sufficient future assessable income to enable the benefit to be realised and comply with the conditions of

deductibility imposed by the law.
Inventories

Inventories are measured at the lower of cost and net realisable value. The cost of manufactured products
includes direct materials, direct labour and an appropriate portion of variable and fixed overheads. Overheads are

applied on the basis of normal operating capacity. Costs are assigned on the basis of weighted average costs.
Property, Plant and Equipment

Each class of property, plant and equipment are carried at cost or fair value less, where applicable, any

accumulated depreciation.

Plant and equipment

Plant and equipment are measured on the cost basis less depreciation.

The carrying amount of plant and equipment is reviewed annually by directors to ensure it is not in excess of the
recoverable amount from these assets. The recoverable amount is assessed on the basis of the expected net cash
flows which will be received from the assets employment and subsequent disposal. The expected net cash flows

have not been discounted to their present values in determining recoverable amounts.

Depreciation
The depreciable amount of all fixed assets including building and capitalised lease assets, but excluding freehold
land, is depreciated on a straight line basis over their useful lives to the economic entity commencing from the

time the asset is held ready for use except for motor vehicles which are depreciated on a diminishing value basis.

The depreciation rates used for each class of depreciable assets are:

CLASS OF FIXED ASSET DEPRECIATION RATE 99
Plant and equipment 6% — 40%

Motor vehicle 18.75% — 22.5%

Furniture, fittings and equipment 13% — 40%

Computer software 40%




Notes to the Financial Statements for the Year Ended 30 June 2006

> UNDERCOVERWEAR LIMITED ABN 85 108 962 152

> NOTE 1: STATEMENT OF SIGNIFICANT ACCOUNTING POLICIES — CONTINUED

e.

Leases

Leases of fixed assets where substantially all the risks and benefits incidental to the ownership of the asset, but
not the legal ownership, are transferred to entities in the economic entity, are classified as finance leases. Finance
leases are capitalised, recording an asset and a liability equal to the present value of the minimum lease payments,
including any guaranteed residual values. Leased assets are depreciated on a straight line basis over their estimated
useful lives where it is likely that the economic entity will obtain ownership of the asset or over the term of the
lease. Lease payments are allocated between the reduction of the lease liability and the lease interest expense for

the period. There were no finance leases in the reporting period.

Lease payments for operating leases, where substantially all the risks and benefits remain with the lessor, are
charged on a straight line basis over the lease term unless another systematic basis is more representative of the

true pattern of the user’s benefits.
Financial Instruments

Recognition
Financial instruments are initially measured at cost on trade date, which includes transaction costs, when the related

contractual rights or obligations exist. Subsequent to initial recognition these instruments are measured as set out below.

Loans and receivables
Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not quoted

in an active market and are stated at amortised cost using the effective interest rate method.

Financial liabilities
Non-derivative financial liabilities are recognised at amortised cost, comprising original debt less principal

payments and amortisation.

Fair value
Fair value is determined based on current bid prices for all quoted investments. Valuation techniques are applied to
determine the fair value for all unlisted securities, including recent arm’s length transactions, reference to similar

instruments and option pricing models.

Impairment
At each reporting date, the Directors assess whether there is objective evidence that a financial instrument has been
impaired. In the case of available-for sale financial instruments, a prolonged decline in the value of the instrument is

considered to determine whether an impairment has arisen. Impairment losses are recognised in the income statement.
Impairment of Assets

At each reporting date, the group reviews the carrying values of its tangible and intangible assets to determine whether
there is any indication that those assets have been impaired. If such an indication exists, the recoverable amount of the
asset, being the higher of the asset’s fair value less costs to sell and value in use, is compared to the asset’s carrying

value. Any excess of the asset’s carrying value over its recoverable amount is expensed to the income statement.
Impairment testing is performed annually for goodwill and intangible assets with indefinite lives.

Where it is not possible to estimate the recoverable amount of an individual asset, the group estimates the

recoverable amount of the cash-generating unit to which the asset belongs.
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Intangibles

Goodwill and goodwill on consolidation are initially recorded at the amount by which the purchase price for a
business or for an ownership interest in a controlled entity exceeds the fair value attributed to its net assets at date
of acquisition. Goodwill on acquisitions of subsidiaries is included in intangible assets. Goodwill is tested annually

for impairment and carried at cost less accumulated impairment losses.
Foreign Currency Transactions and Balances

Foreign currency transactions during the year are converted to Australian currency at the rates of exchange
applicable at the dates of the transactions. Amounts receivable and payable in foreign currencies at balance date

are converted at the rates of’ exchange ruling at that date.

The gains and losses from conversion of assets and liabilities, whether realised or unrealised, are included in profit

from ordinary activities as they arise.
Employee Benefits

Provision is made for the economic entity’s liability for employee benefits arising from services rendered by employees
to balance date. Employee benefits expected to be settled within one year, have been measured at the amounts expected
to be paid when the liability is settled plus related on-costs. Employee benefits payable later than one year have been

measured at the present value of the estimated future cash outflows to be made for those benefits.

Contributions are made by the economic entity to employee superannuation funds and are charged as expenses

when incurred.
Cash and cash equivalents
Cash and cash equivalents includes:

B cash on hand and at call deposits with banks or financial institutions, net of bank overdrafts; and

W investments in money market instruments with less than 14 days to maturity.
Revenue

Revenue from the sale of goods is recognised upon the despatch of goods to customers. Despatch only occurs

after payment has been received.

Interest revenue is recognised on a proportional basis taking into account the interest rates applicable to the

financial assets.
All revenue is stated net of the amount of goods and services tax (GST).
. Goods and Services Tax (GST)

Revenues, expenses and assets are recognised net of the amount of GST, except where the amount of GST
incurred is not recoverable from the Australian Tax Office. In these circumstances the GST is recognised as part
of the cost of acquisition of the asset or as part of an item of the expense. Receivables and payables in the

statement of financial position are shown inclusive of GST.

Cash flows are presented in the cash flow statement on a gross basis, except for the GST component of investing

and financing activities, which are disclosed as operating cash flows.
Comparative Figures

Where required by Accounting Standards comparative figures have been adjusted to conform with changes in

presentation for the current financial year.
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Notes to the Financial Statements for the Year Ended 30 June 2006

> UNDERCOVERWEAR LIMITED ABN 85 108 962 152

> NOTE 2: FIRST-TIME ADOPTION OF AUSTRALIAN EQUIVALENTS
TO INTERNATIONAL FINANCIAL REPORTING STANDARDS

AUSTRALIAN

ECONOMIC ENTITY PREVIOUS EQUIVALENTS
GAAP AT TO IFRS AT

RECONCILIATION OF EQUITY 1 JULY 2004 ADJUSTMENT 1 JULY 2004
AT [ JULY 2004 $ $ $
CURRENT ASSETS
Cash and cash equivalents 1,150,367 - 1,150,367
Trade and other receivables 352,244 - 352,244
Inventories 4,251,622 - 4,251,622
Other 415,574 - 415,574
TOTAL CURRENT ASSETS 6,169,807 - 6,169,807
NON-CURRENT ASSETS
Property, plant and equipment 600,503 - 600,503
Deferred tax assets 242,249 - 242,249
Intangible assets 24,905,910 - 24,905,910
TOTAL NON-CURRENT ASSETS 25,748,662 - 25,748,662
TOTAL ASSETS 31,918,469 - 31,918,469
CURRENT LIABILITIES
Trade and other payables 4,041,182 - 4,041,182
Current tax liabilities 124,287 - 124,287
Short-term provisions 857,098 - 857,098
TOTAL CURRENT LIABILITIES 5,022,567 - 5,022,567
NON-CURRENT LIABILITIES
Interest-bearing liabilities 2,550,634 - 2,550,634
Long-term provisions 146,869 - 146,869
TOTAL NON-CURRENT LIABILITIES 2,697,503 - 2,697,503
TOTAL LIABILITIES 7,720,070 - 7,720,070
NET ASSETS 24,198,399 - 24,198,399
EQUITY
Issued capital 23,960,750 - 23,960,750
Retained earnings 287,649 - 287,649

TOTAL EQUITY 24,198,399 - 24,198,399




Notes to the Financial Statements for the Year Ended 30 June 2006

> UNDERCOVERWEAR LIMITED ABN 85 108 962 152

ADJUSTMENTS ON
INTRODUCTION  AUSTRALIAN
ECONOMIC ENTITY PREVIOUS OF AUSTRALIAN  EQUIVALENTS
GAAP AT EQUIVALENTS TO IFRS AT
RECONCILIATION OF EQUITY 30 JUNE 2005 TO IFRS 30 JUNE 2005
AT 30 JUNE 2005 $ $ $

CURRENT ASSETS

Cash and cash equivalents 2,199,616 2,199,616
Trade and other receivables 337,195 337,195
Inventories 5,177,664 5,177,664
Other 165,887 465,887
TOTAL CURRENT ASSETS 8,180,312 8,180,312

NON-CURRENT ASSETS

Property, plant and equipment 497,749 - 497,749
Deferred tax assets 390,258 48,955 434,253
Intangible assets 28,574,024 1,248,475 24,817,499
TOTAL NON-CURRENT ASSETS 24,462,031 1,287,470 24,749,501
TOTAL ASSETS 32,642,343 1,287,470 33,885,813

CURRENT LIABILITIES

Trade and other payables 4,358,188 4,358,188
Current tax liabilities 1,389,190 1,339,190
Short-term provisions 1,155,672 1,155,672
TOTAL CURRENT LIABILITIES 6,858,050 6,858,050

NON-CURRENT LIABILITIES

Long-term provisions 123,679 - 123,679
Deferred tax liabilities - 48,955 48,955
TOTAL NON-CURRENT LIABILITIES 128,679 48,955 167,634
TOTAL LIABILITIES 6,976,729 48,955 7,020,724
NET ASSETS 25,665,614 1,248,475 26,909,089

EQUITY
Issued capital 23,960,750 — 23,960,750

Retained earnings 1,704,864 1,248,475 2,948,339

TOTAL EQUITY 25,665,614 1,243,475 26,909,089




Notes to the Financial Statements for the Year Ended 30 June 2006

> UNDERCOVERWEAR LIMITED A4BN 85 108 962 152

> NOTE 2: FIRST-TIME ADOPTION OF AUSTRALIAN EQUIVALENTS
TO INTERNATIONAL FINANCIAL REPORTING STANDARDS CONTINUED

AUSTRALIAN
PARENT ENTITY PREVIOUS EQUIVALENTS
GAAP AT TO IFRS AT
RECONCILIATION OF EQUITY 1 JULY 2004 ADJUSTMENT [ JULY 2004
AT [ JULY 2004 $ $ $

CURRENT ASSETS

Cash and cash equivalents -
Trade and other receivables 421,759 421,759
Inventories - -
Other - -
TOTAL CURRENT ASSETS 421,759 421,759

NON-CURRENT ASSETS

Other financial assets 24,000,000 24,000,000
Property, plant and equipment -

Deferred tax assets 154

Intangible assets -

TOTAL NON-CURRENT ASSETS 24,000,154 24,000,154
TOTAL ASSETS 24,421,918 24,421,913

CURRENT LIABILITIES

Trade and other payables 47,231 47,231

Current tax liabilities 124,287 124,287
Short-term provisions - —

TOTAL CURRENT LIABILITIES 171,618 171,618

NON-CURRENT LIABILITIES

Long-term provisions - -
TOTAL NON-CURRENT LIABILITIES - -
TOTAL LIABILITIES 171,618 171,618
NET ASSETS 24,250,395 24,250,395

EQUITY

Issued capital 23,960,750 283,960,750
Retained earnings 289,645 289,645
TOTAL EQUITY 24,250,395 24,250,395




Notes to the Financial Statements for the Year Ended 30 June 2006

> UNDERCOVERWEAR LIMITED ABN 85 108 962 152

ADJUSTMENTS ON
INTRODUCTION  AUSTRALIAN
PARENT ENTITY PREVIOUS OF AUSTRALIAN  EQUIVALENTS
GAAP AT EQUIVALENTS TO IFRS AT
RECONCILIATION OF EQUITY 30 JUNE 2005 TO IFRS 30 JUNE 2005
AT 30 JUNE 2005 $ $ $

CURRENT ASSETS

Cash and cash equivalents 6,961 6,961
Trade and other receivables 2,974,658 2,974,658
Inventories = —
Other - -
TOTAL CURRENT ASSETS 2,981,619 2,981,619

NON-CURRENT ASSETS

Other financial assets 24,000,000 24,000,000
Property, plant and equipment - -
Deferred tax assets 59,753 118,510
Intangible assets - -
TOTAL NON-CURRENT ASSETS 24,059,753 24,118,510
TOTAL ASSETS 27,041,372 24,095,129

CURRENT LIABILITIES

Trade and other payables 1,097 1,097
Current tax liabilities 1,389,190 1,339,190
Short-term provisions - -
TOTAL CURRENT LIABILITIES 1,340,287 1,340,287

NON-CURRENT LIABILITIES

Long-term provisions - -
Deferred tax liabilities - 58,757
TOTAL NON-CURRENT LIABILITIES - 58,757
TOTAL LIABILITIES 1,340,287 1,394,044
NET ASSETS 25,701,085 25,701,085

EQUITY
Issued capital 23,960,750 23,960,750

Retained earnings 1,740,335 1,740,335

TOTAL EQUITY 25,701,085 25,701,085




Notes to the Financial Statements for the Year Ended 30 June 2006

> UNDERCOVERWEAR LIMITED A4BN 85 108 962 152

> NOTE 2: FIRST-TIME ADOPTION OF AUSTRALIAN EQUIVALENTS
TO INTERNATIONAL FINANCIAL REPORTING STANDARDS CONTINUED

EFFECT OF
TRANSITION TO
ECONOMIC ENTITY AUSTRALIAN AUSTRALIAN
PREVIOUS EQUIVALENTS EQUIVALENTS
RECONCILIATION OF GAPP TO IFRS TO IFRS
PROHIT OR LOSS FOR 2005 $ $ $

Revenue 44,100,923 (11,488) 44,089,490

Changes in inventories of finished

goods and work in progress 8,284,218 8,284,218

Raw materials and consumables used 7,305,329 7,305,329

Distribution costs 1,812,896

Commissions paid 9,646,777

(
(
(1,812,396
(9,546,777
(

Promotions and advertising expense 2,449,161 2,449,161

Insurance expense (177,493 - (177,493
Employee benefits expense (5,753,072 (5,753,072
Rental expenses (759,782 (759,782

Finance costs expense (107,920 (107,920

) )
) )
) )
) )
) )
Depreciation and amortisation expense 1,616,080) 1,248,475 (872,605)
) )
) )
) )
) )
) )

Other expenses (2,294,206 11,433 (2,282,773

Profit before income tax expense 3,993,989 1,243,475 5,287,464

Income tax expense (1,566,774) - (1,566,774

Profit attributable to members of
the parent entity 2,427,215 1,248,475 3,670,690
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EFFECT OF
TRANSITION TO
PARENT ENTITY AUSTRALIAN AUSTRALIAN
PREVIOUS EQUIVALENTS EQUIVALENTS
RECONCILIATION OF GAPP TO IFRS TO IFRS
PROHT OR LOSS FOR 2005 $ $ $

Revenue 4,081,645 4,081,645

Changes in inventories of finished
goods and work in progress

Raw materials and consumables used

Distribution costs

Commissions paid

Promotions and advertising expense

Depreciation and amortisation expense

Insurance expense

Employee benefits expense

Rental expense

Finance costs expense -

Other expenses (54,181) (54,181)

Profit before income tax expense 3,977,464 3,977,464

Income tax expense (1,566,774 (1,566,774)

Profit attributable to members of
the parent entity 2,410,690 2,410,690
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> NOTE 2: FIRST-TIME ADOPTION OF AUSTRALIAN EQUIVALENTS
TO INTERNATIONAL FINANCIAL REPORTING STANDARDS CONTINUED

NOTES TO THE RECONCILIATIONS
OF EQUITY AND PROFIT AND LOSS
AT 1 JULY 2004 AND 30 JUNE 2005

30 JUNE
2005
$

1 JULY
2004
$

. Under AASB 3, goodwill is no longer amortised but subject to annual
impairment testing. All goodwill amortised under previous GAAP has
been reversed. Under the transitional provisions, acquired goodwill values
have been retained at their book values applicable at 30 June 2004
Goodwill amounting to $1,243,475 previously amortised in the 2005 full
financial year has been reversed in the income statement for the year
ended 30 June 2005.

. Adjustments to retained earnings comprise:

Economic Entity

Reversal of goodwill previously amortised

1,248,475

Total

1,248,475

A reclassification has been made to the income statement
for the year ended 2005 as follows:

i.  Under Australian equivalents to IFRS, the sale of non-current
assets must be reflected as a gain or loss on sale and not separately
split between proceeds and costs of disposal.

This reclassification has no effect on profit for the 2005 financial year.
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» NOTE 3: REVENUE & OTHER INCOME

ECONOMIC ENTITY
2006 2005
$ $

Operating activities

m sale of goods 44,118,186 41,953,897

m profit distribution — unit trust 7,121,154 4,031,535
distribution charges 1,475,314 1,426,308
rental revenue 703,024 589,315

W other revenue 52,801 47,077

B interest & dividends received 142,819 72,408 165

Total revenue 46,492,144 44,089,005 7,121,319 4,081,645

Non-operating activities

W gain on disposal of property, plant and equipment 563 485

Total other income 563 485

Total revenue & other income 46,492,707 44,089,490 7,121,319 4,031,645

a. Profit distribution from:

m  wholly-owned unit trust 7,121,154 4,031,585

Total distribution received 7,121,154 4,031,635

b. Interest & dividend revenue from:

m other persons 142,819

Total interest revenue 142,819




Notes to the Financial Statements for the Year Ended 30 June 2006

> UNDERCOVERWEAR LIMITED A4BN 85 108 962 152

> NOTE 4: PROFIT FROM ORDINARY ACTIVITIES

ECONOMIC ENTITY PARENT ENTITY
2006 2005 2006 2005
$ $ $ $

Profit from ordinary activities before
income tax has been determined after:

a. Expenses
Cost of sales 16,745,033 15,589,647
Finance costs:
W other related parties 100,997

B other persons 6,923

Total finance costs 107,920

Depreciation of non-current assets:

B plant and equipment 124,496 118,791
m motor vehicles 2,265 4,040
m furniture, fittings and equipment 109,927 134,404

B computer software 35,509 115,370

Total depreciation and amortisation 272,197 372,605

Bad and doubtful debts:

m trade debtors 132,289

Total bad and doubtful debts 132,239

Rental expense on operating leases
B minimum lease payments 49,554 43,087
m rentals 736,798 759,782

m rental office equipment 17,848 15,498

Total of rental expense on operating lease 804,200 818,362
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» NOTE 5: INCOME TAX EXPENSE

ECONOMIC ENTITY

2006
$

2005
$

a.

The components of tax expense comprise:
Current tax

Deferred tax

Over provision in respect of prior year

Income tax expense reported in the
income statement

The prima facie tax on profit from ordinary
activities before income tax is reconciled
to the income tax as follows:

Prima facie tax payable on profit from ordinary
activities before income tax at 30% (2005: 30%)

Add:

Tax effect of:

Imputation & withholding tax gross-up
Trust distribution

Other non-allowable items

Less:

Tax effect of:

Imputation and withholding tax credits
Trust distribution
Other non-assessable income

Over provision for income tax in prior year

Income tax expense attributable to profit from

ordinary activities before income tax

1,727,647

12,381

(8)

1,627,190
(60,416)

1,727,647

12,331

()

1,627,190
(60,416)

1,739,975

1,566,774

1,739,975

1,566,774

1,740,232

1,571,239

2,118,232

85

378,216

1,193,239

14

381,060

1,739,975

1,566,774

1,739,975

1,566,774
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> NOTE 6: KEY MANAGEMENT PERSONNEL COMPENSATION

a.

Names and positions held of economic and parent entity key management personnel in office at any time

during the financial year are:

Key Management Person
Elaine Margaret Vincent
John Henry Everett

David Capp Hall

[an Garnsey Everingham
Patricia Handford

Alice Bernice Carter
Tania Thomson

Nicole Spike

Ana Tokic

Position

Director & Chief Executive Officer
Director — Executive

Chairman — Non-Executive

Director — Non-Executive

International Sales Manager
General Manager — Operations
Chief Financial Officer & Company Secretary

Marketing Manager

Designer

b.  Key Management Personnel Compensation

2006
KEY MANAGEMENT PERSONNEL

Elaine Margaret Vincent®

John Henry Everett
David Capp Hall

[an Garnsey Everingham
Ana Tokic

Alice Bernice Carter

Tania Thomson
Patricia Handford
Nicole Riccioni

2006
KEY MANAGEMENT PERSONNEL

Elaine Margaret Vincent

John Henry Everett
David Capp Hall

[an Garnsey Everingham
Ana Tokic

Alice Bernice Carter

Tania Thomson
Patricia Handford
Nicole Riccioni

POST EMPLOYMENT
SHORT TERM BENEFITS BENEFITS
SALARY
FEES & SUPERANNUATION CASH NON-CASH
COMMISSIONS ~ CONTRIBUTION BONUS BENEFITS SUPERANNUATION
$ $ $ $ $
176,796 100,587 529,215 58,724 -
130,000 2,700 - - -
32,592 44,600 - - -
30,000 2,700 - - -
82,500 8,746 41,920 20,000 -
86,400 16,376 - 19,000 -
94,525 8,507 5,000 4,500 -
95,974 - - - 5,000
75,000 6,750 5,000 13,300 -
808,787 190,966 581,185 115,524 5,000
OTHER LONG-TERM SHARE-BASED PAYMENT TOTAL PERFORMANCE
BENEFITS RELATED
OTHER FQUITY OPTIONS
$ $ $ $ %
- - - 865,322 794
- - - 132,700 -
- - - 77,192 -
- - - 32,700 -
- - - 153,166 28.2
- - - 121,776 -
- - - 112,532 -
- - - 100,974 -
- - - 100,050 -

1,696,412

52
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POST EMPLOYMENT
SHORT TERM BENEFITS BENEFITS
SALARY
FEES & SUPERANNUATION CASH NON-CASH
2005 COMMISSIONS CONTRIBUTION BONUS BENEFITS SUPERANNUATION
KEY MANAGEMENT PERSONNEL $ $ $ $ $

Elaine Margaret Vincent* 132,081 81,171 284,829 45,365
John Henry Everett 130,000 2,700 - -
David Capp Hall 32,500 2,700

Ian Garnsey Everingham 30,000 2,700 - -
Ana Tokic 80,000 8,280 30,722 20,000
Alice Bernice Carter 84,999 7,650 2,000 19,232
Tania Thomson 81,553 7,340 1,000 9,616
Patricia Handford 273,182 35,822 2,500 -
Nicole Spike 66,757 6,008 2,000 12,000

911,072 154,371 323,051 106,213

OTHER LONG-TERM SHARE-BASED PAYMENT
BENEFITS
2005 OTHER EQUITY OPTIONS
KEY MANAGEMENT PERSONNEL $ $ $ $

Elaine Margaret Vincent 543,446
John Henry Everett 182,700
David Capp Hall 35,200
Ian Garnsey Everingham 32,700
Ana Tokic 139,002
Alice Bernice Carter 113,881
Tania Thomson 99,509
Patricia Handford 311,504
Nicole Riccioni 86,765

1,494,707

Note - The comparative figures shown above have been calculated on an accruals basis, however the 2005 published results were
calculated on a cash basis hence the difference between these figures
+ Performance bonus has not been adjusted as a result of the change in treatment of goodwill amortisation under A-IFRS.




Notes to the Financial Statements for the Year Ended 30 June 2006

> UNDERCOVERWEAR LIMITED ABN 85 108 962 152

> NOTE 6: DIRECTORS’ AND EXECUTIVES’ REMUNERATION CONTINUED

BALANCE RECEIVED AS  NET CHANGE BALANCE
172005 REMUNERATION OTHER* 30620064
c.  Shareholdings
Number of” Shares Held by
Key Management Personnel
Elaine Margaret Vincent 502,000 - — 502,000
John Henry Everett 16,000,000 - — 16,000,000
David Capp Hall 100,000 - - 100,000
[an Garnsey Everingham 8,000,000 - — 8,000,000
Patricia Handford 150,000 - - 150,000
Alice Bernice Carter 22,000 - - 22,000
Tania Thomson 6,000 - 1,600 7,500
Nicole Riccioni 12,000 - - 12,000
Ana Tokic 10,000 - - 10,000
Total 24,802,000 - 1,500 24,808,500

* Net change other refers to shares purchased or sold during the financial year.
# The balance represents ordinary shares held directly or indirectly by the specified directors and executives
(including their personally-related entities) at the end of  the financial year.

d.  Remuneration Practices
The economic entity’s policy for determining the nature and amount of emoluments of Board members and

Senior Executives of the company is as follows:

The remuneration structure for Executive Officers, including Executive Directors, is based on a number of factors,
including length of service, particular experience of the individual concerned, and overall performance of the
company. The contracts for service between the company and specified directors and executives are on a
continuing basis the terms of which are not expected to change in the immediate future. Upon retirement

specified Directors and Executives are paid employee benefit entitlements accrued to date of retirement.

Bonuses included per Note 6(b) are based on achieved targets specified by management.

e. Share Based Remuneration
There has been no share based remuneration for the specified Directors and Executives during the year ended
30 June 2006.
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>» NOTE 7: AUDITORS” REMUNERATION

ECONOMIC ENTITY PARENT ENTITY
2006 2005 2006 2005
$ $ $ $

Remuneration of the auditors of subsidiaries for:
m auditing or reviewing the financial report

B other services

> NOTE s: DIVIDENDS
Dividends paid

2005 final fully franked ordinary dividend of 8.0 cents
(2004: nil) per share franked at the tax rate of 30% 1,440,000 1,440,000

Interim fully franked ordinary dividend of 3.0 cents
(2005: 3.0 cents) per share franked at the tax rate of 80% 1,440,000 1,440,000 960,000

2,880,000 2,880,000 960,000

Proposed final fully franked ordinary dividend
of 3.5 cents (2005: 3.0 cents) per share franked
at the tax rate of 80% (2005: 30%) 1,680,000 1,440,000 1,680,000 1,440,000

Balance of franking account at year end adjusted

for franking credits arising from payment of

provision for income tax and dividends recognised

as receivables, franking debits arising from payment

of proposed dividends and franking credits that

may be prevented from distribution in subsequent

financial years 1,832,590 1,339,229 1,832,590 1,339,229

Subsequent to year-end, the franking account
would be reduced by the proposed dividend
reflected per (a) as follows: (720,000) (617,143) (720,000) (617,143)

1,112,590 722,086 1,112,590 722,086
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>» NOTE 9: EARNINGS PER SHARE

ECONOMIC ENTITY

2006
$

2005
$

Reconciliation of earnings to net profit or loss
Net profit

Earnings used in the calculation of basic
and dilutive EPS

Weighted average number of ordinary shares
outstanding during the period used in calculation
of basic and dilutive EPS

There were no potential ordinary shares outstanding
during the year ended 30 June 2006.

> NOTE 10: CASH ASSETS
Cash at bank

Short-term bank deposits

Reconciliation of Cash

Cash at the end of the financial year as shown
in the statement of cash flows is reconciled to

items in the statement of financial position as follows:

Cash and cash equivalents

> NOTE 11: RECEIVABLES
CURRENT

Other debtors

Amounts receivable from:

m  wholly-owned unit trust

m provision for doubtful debts

4,060,779

3,670,690

4,060,779

3,670,690

48,000,000

48,000,000

1,590,141

45,000

2,154,616

45,000

1,685,141

2,199,616

1,685,141

2,199,616

1,685,141

2,199,616

453,261

(89,309)

413,843

(76,648)

5,718,343

2,974,658

363,952

337,195

5,718,348

2,974,658
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» NOTE 12: INVENTORIES

ECONOMIC ENTITY PARENT ENTITY
2006 2005 2006 2005
$ $ $ $

CURRENT — At cost
Raw materials and stores 1,175,687 991,270
Work in progress 162,289 179,814

Finished goods 4,922,377 4,006,580

6,260,303 5,177,664

> NOTE 13: OTHER ASSETS
CURRENT

Prepayments 257,730 465,837

257,730 465,837

>> NOTE 14: OTHER FINANCIAL ASSETS
NON-CURRENT
Investments in subsidiaries:

m Units in unit trusts — 24,000,000 24,000,000

— 24,000,000 24,000,000

Units in Unit Trusts

Certain controlled entities hold interests

in the following unit trusts:

1. UnderCoverWear Unit Trust

The trusts’ principal activities are the manufacture
and distribution of underwear and garments

in Australia and exporting to New Zealand

— Investment at cost - 24,000,000 24,000,000
Percentage ownership 100% (2005: 100%)
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> NOTE 15: CONTROLLED ENTITIES

a. Controlled Entities

COUNTRY OF PERCENTAGE OWNED
ENTITY INCORPORATION

UnderCoverWear Unit Trust Australia

» NOTE 16: PROPERTY, PLANT AND EQUIPMENT

ECONOMIC ENTITY
2006 2005
$ $

Plant and equipment
At cost 987,175 831,569

Accumulated depreciation (663,405) (639,673)

273,770 291,896

Motor Vehicles
At cost 12,100 26,100

Accumulated depreciation (9,295) (14,139)

2,805 11,961

Furniture, fittings and equipment

At cost 886,043 768,019

Accumulated depreciation (724,460) (614,533)

161,583 148,486

Computer software
At cost 173,337 173,337

Accumulated depreciation (163,440) (127,931)

9,897 45,406

Total Property, Plant and Equipment 448,055 497,749
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a.  Movements in Carrying Amounts

Movement in the carrying amounts for each class of property, plant and equipment between the beginning and the

end of the current financial year:

PLANT AND
EQUIPMENT
$

MOTOR
VEHICLES
$

FURNITURE,
FITTINGS AND
EQUIPMENT
$

COMPUTER
SOFTWARE
$

Economic Entity:

Balance at the beginning of year
Additions

Disposals

Depreciation expense

291,896

106,370

(124,496)

148,486

128,024

(109,927)

497,749
299,394

(6,891)
(272,197)

Carrying amount at the end of year

273,770

161,583

448,055

> NOTE 17: DEFERRED TAX ASSETS

ECONOMIC ENTITY

2006
$

2005
$

PARENT ENTITY
2006 2005
$ $

Deferred tax assets comprise:

m timing differences

> NOTE 18: INTANGIBLE ASSETS
Goodwill at cost

>> NOTE 19: PAYABLES
CURRENT

Trade creditors

Sundry creditors and accrued expenses

Commissions payable

411,104

484,258

118,510

411,104

484,253

118,510

24,817,499

24,817,499

2,497,355
541,596

40,092

3,076,301
670,929

610,958

3,079,043

4,358,188
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» NOTE 20: TAX LIABILITIES

ECONOMIC ENTITY
2006 2005
$ $

CURRENT

Income tax

> NOTE 21: PROVISIONS
CURRENT

Promotions

Employee benefits

Other

NON-CURRENT
Employee benefits

a.  Aggregate Employee Benefits Liability
b. Number of Employees at year end

» NOTE 22: DEFERRED TAX LIABILITIES

1,628,563 1,339,190

1,628,563

1,339,190

463,783 518,703
774,354 636,969

1,288,187 1,155,672

124,974 123,679

124,974 128,679

899,328 760,648
98 106

ECONOMIC ENTITY
2006 2005
$ $

PARENT ENTITY

2006
$

2005
$

Deferred tax liabilities comprise:

m timing differences

33,179 48,995

42,941

53,757

33,179 43,995

42,941

53,157
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> NOTE 23: CONTRIBUTED EQUITY

ECONOMIC ENTITY PARENT ENTITY
2006 2005 2006 2005
No. No. No. No.

48,000,000 (2005: 48,000,000)
fully paid ordinary shares 23,960,750 28,960,750 28,960,750 28,960,750

23,960,750 28,960,750 28,960,750 28,960,750

a.  Ordinary shares
At the beginning of the reporting year 28,960,750 28,960,750 28,960,750 28,960,750
Shares issued during the year - _ _

Transaction costs relating to share issues

Shares bought back during the year - - -

At reporting date 23,960,750 28,960,750 28,960,750 28,960,750

At the beginning of reporting year 48,000,000 48,000,000 48,000,000 48,000,000
Shares issued during year - - _ _

Shares bought back during year

At reporting date 48,000,000 48,000,000 48,000,000 48,000,000

At shareholders meetings each ordinary share is entitled to one vote when a poll is called,
otherwise each shareholder has one vote on a show of hands.




Notes to the Financial Statements for the Year Ended 30 June 2006

> UNDERCOVERWEAR LIMITED A4BN 85 108 962 152

» NOTE 24: CAPITAL AND LEASING COMMITMENTS

ECONOMIC ENTITY PARENT ENTITY
2006 2005 2006 2005
$ $ $ $

Operating Lease Commitments

Non-cancellable operating leases contracted

for but not capitalised in the financial statements
Payable
m not later than 1 year 1,106,914 1,355,244

m later than 1 year but not later than 5 years 206,315 354,500

1,318,229 1,709,744

Property Lease

The property lease is a non-cancellable lease with a seven-year term, with rent payable monthly in advance.

Contingent rental provisions within the lease agreement require the minimum lease payments shall be
increased by the CPI per annum in years 2007, 2009, 2010 and 2012.

Motor Vehicle
Operating Leases have been entered into for a three year term to finance the motor vehicle fleet.

Office Equipment

Some office equipment is leased over a five year term.
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» NOTE 25: CASH FLOW INFORMATION

ECONOMIC ENTITY

2006
$

2005
$

a. Reconciliation of Cash Flow from
Operations with Profit from Ordinary
Activities after Income Tax

Profit from ordinary activities after income tax
Non-cash flows in profit from ordinary activities
Depreciation

Net gain on disposal of property,
plant and equipment

Changes in assets and liabilities, net of the effects
of purchase and disposal of subsidiaries

Decrease in receivables
(Increase) in other debtors

(Increase)/decrease in inventories

Increase/(decrease) in payables

Increase in income taxes payable
Decrease in deferred taxes payable
Increase in provisions

Cash flow from operations

b.  Credit Standby Arrangements with Banks
Credit facility

Amount utilised

Unused credit facility

The major facilities are summarised as follows:
Banking Overdrafts

Forward exchange cover

Bank guarantee

MasterCard corporate card

4,060,799

272,197

(563)

(26,757)
208,108

(1,082,639)

(1,279,145)
289,373
12,331
83,761

3,670,690

372,605

(485)

15,049
(50,263)
(926,042)
317,007
1,214,902
(59,598)
275,384

5,320,799

54
289,373
12,331

2,410,690

(46,134)
1,214,902
(59,598)

2,587,465

4,829,249

5,622,657

3,519,860

1,514,714

1,504,714

1,614,714

1,504,714

1,200,000
100,000
169,714

45,000

1,200,000
100,000
169,714

35,000

1,614,714

1,504,714
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> NOTE 26: RELATED PARTY TRANSACTIONS

Transactions between related parties are on normal commercial terms and conditions no more favourable than those

available to other parties unless otherwise stated

Transactions with related parties:

a. A rental lease for the property exists between UnderCoverWear Unit Trust, a subsidiary of UnderCoverWear

Limited and the trustee of UnderCoverWear Property Trust, of which two directors, Ian Everingham and John

Everett hold an interest. Rent is currently payable a rate of $674,412 per annum, with annual reviews on 1 July

each year until 2012.

b.  Key Management Personnel

Elaine Margaret Vincent
Director & CEO

John Henry Everett

Director

David Capp Hall

Chairman

Ian Garnsey Everingham
€

Director

TOTAL DIRECTORS

SHORT-TERM EMPLOYEE BENEFITS POST SHARE
EMPLOYMENT ~ BASED
BENEFITS  PAYMENTS  TOTAL
SALARY,
FEES & SUPER- CASH  NONCASH  SUPER-
COMMISSIONS ANNUATION ~ BONUS ~ BENEFITS  ANNUATION — EQUITY
YEAR $ $ $ $ $ $ $
2006 176,796 100,587 529,215 58,724  — - 865,322
2005 132,081 81,171 284,829 45,365  — - 548,446
2006 130,000 2,700 - - - - 132,700
2005 130,000 2,700 - - - - 182,700
2006 82,592 44,600 - - - - 77,192
2005 82,500 2,700 - - - - 35,200
2006 80,000 2,700 - - - - 32,700
2005 80,000 2,700 - - - - 32,700
2006 369,388 150,587 529,215 58,724  — - 1,107,914
2005 824,581 89,271 284,829 45,365  — - 744,046

64

The service and performance criteria set to determine remuneration are included per Note 6(e).

Note - The comparative figures shown above have been calculated on an accruals basts, however the 2005 published results were

calculated on a cash basts hence the difference between these figures.
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Patricia Handford

International Sales Manager

Alice Bernice Carter

Manager — Operations

Tania Thomson — Chief Financial

Ofticer & Company Secretary
Nicole Riccioni

Marketing Manager

Ana Tokic

Designer

TOTAL FOR EXECUTIVES

SHORT-TERM EMPLOYEE BENEFITS POST SHARE

EMPLOYMENT ~ BASED
BENEFITS PAYMENTS  TOTAL

SALARY,
FEES & SUPER- CASH  NONCASH  SUPER-
COMMISSIONS ANNUATION ~ BONUS ~ BENEFITS ~ ANNUATION  EQUITY
YEAR $ $ $ $ $

2006 95,974 - - - 5,000 - 100,974
2005 273,182 85,822 2,500 - - - 311,504
2006 86,400 16,376 - 19,000 - - 121,776
2005 84,999 7,650 2,000 19,282 - - 113,881
2006 94,525 8,507 5,000 4,500  — - 112,532
2005 81,558 17,340 1,000 9,616  — - 99,509
2006 75,000 6,750 5,000 13,300  — - 100,050
2005 66,757 6,008 2,000 12,000 - - 86,765
2006 82,500 8,746 41,920 20,000 — - 153,166
2005 80,000 8,280 80,722 20,000  — - 139,002
2006 434,399 45,379 51,920 56,800  — - 588,498
2005 586,491 65,100 88,222 60,848 - - 750,661

The service and performance criteria set to determine remuneration are included per Note 6(d).

Note - The comparative figures shown above have been calculated on an accruals basis, however the 2005 published results were

caleulated on a cash basts hence the difference between these figures

>» NOTE 27: SEGMENT REPORTING

The Company only operated in one business segment being the manufacturing and distribution of underwear

and garments through the home party plan.

The Company operates in one geographic segment being Australia and New Zealand.

65
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> NOTE 28: FINANCIAL INSTRUMENTS
a. Financial Instruments

The financial instruments of the economic entity consist of cash and a guarantee deposit. The liabilities

consist of loans to related parties where the rates are fixed.
The economic entity did not use derivative financial instruments during the year.
b. Interest Rate Risk

The economic entity’s exposure to interest rate risk, which is the risk that a financial instrument’s value will
fluctuate as a result of changes in market interest rates and the effective weighted average interest rates on

classes of financial assets and financial liabilities, is as follows:

WEIGHTED AVERAGE FIXED INTEREST RATE MATURING
EFFECTIVE INTEREST RATE WITHIN 1 YEAR 1TO 5 YEARS TOTAL

FINANCIAL % $ $ $
INSTRUMENTS 2006 2005 2006 2005 2006 2005 2006 2005
Financial Assets:
Cash 5.06 199 1,590,141 2,154,616 - — 1,590,141 2,154,616
Receivables - - - - - - - -
Investments 6.40 6.35 45,000 45,000 - - 45,000 45,000
Total Financial Assets 1,685,141 2,199,616 - - 1,635,141 2,199,616
Financial Liabilities:
Amounts payable

related parties n/a n/a - - - - - -

Total Financial

Liabilities - — — — _ _ 66

All other assets and liabilities are non-interest bearing.
c.  Credit Risk

The maximum exposure to credit risk, excluding the value of any collateral or other security, at balance date to
recognised financial assets, is the carrying amount, net of any provisions for doubtful debts of those assets, as

disclosed in the statement of financial position and notes to the financial statements.

The economic entity does not have any material credit risk exposure to any single debtor or group of debtors

under financial instruments entered into by the economic entity.



Notes to the Financial Statements for the Year Ended 30 June 2006

> UNDERCOVERWEAR LIMITED ABN 85 108 962 152

» NOTE 29: CONTINGENT LIABILITIES

During the period and at the reporting date there was no contingent liability that was not recorded as a liability or
would result in an event after the reporting date that the company is aware of.

>» NOTE 30: EVENTS SUBSEQUENT TO REPORTING DATE

There were no significant events after the balance sheet reporting date that effects the position at 80 June 2006.

» NOTE 81: CHANGE IN ACCOUNTING POLICY

The following Australian Accounting Standards, which have been issued or amended, are applicable to the Company
but are not yet effective and have not been adopted in preparation of the financial statements at reporting date.

Application of these standards will not affect any of the amounts recognised or disclosed in the financial statements.

AASB 2005-9 Amendments to
Australian Accounting Standards
[AASB4, AASB 1023, AASB 139 & AASB 132 1 January 2006 1 July 2006

AASB 7 Financial Instruments:
Disclosures 1 January 2007 1 July 2007

AASB 2005-10 Amendments to Australian Accounting

Standards [AASB 132, AASB 101, AASB 114,

AASB 117, AASB 133, AASB 139, AASB 1,

AASB 4, AASB 1023 & AASB 1038] 1 January 2007 1 July 2007

AASB 2005-6 Amendments to
Australian Accounting Standards CTAASB 1217 1 January 2007 1 July 2007




Directors Declaration
> UNDERCOVERWEAR LIMITED 4BN 85 108 962 152

The Directors of the Company declare that:

1.

the financial statements and notes, as set out on pages 34 to 67, are in accordance with the Corporations Act 2001 and:
a.  comply with Accounting Standards and the Corporations Regulations 2001; and

b. give a true and fair view of the financial position as at 30 June 2006 and of the performance for the year
ended on that date of the company and economic entity;

the Chief Executive Officer and Chief Financial Officer have each declared that:

a. the financial records of the company for the financial year have been properly maintained in accordance with
section 286 of the Corporations Act 2001,

b.  the financial statements and notes for the financial year comply with the Accounting Standards; and

c.  the financial statements and notes for the financial year give a true and fair view.

in the Directors’ opinion there are reasonable grounds to believe that the company will be able to pay its debts as

and when they become due and payable.

This declaration is made in accordance with a resolution of the Board of Directors.

David Hall
Director

Dated this 24th day of August, 2006.




Auditors Independence Declaration
> TO THE DIRECTORS OF UNDERCOVERWEAR LIMITED 4BN 85 108 962 152

Grant Thornton %

In accordance with the requirements of section 307C of the Corporations Act 2001, as lead auditor for the
audit of UnderCoverWear Limited (the Company) and the UnderCoverWear Group (the consolidated entity)
for the year ended 30 June 2006, I declare that, to the best of my knowledge and belief, there have been:

(a) no contraventions of the auditor independence requirements of the Corporations Act 2001 in relation
to the audit; and

(b) no contraventions of any applicable code of professional conduct in relation to the audit.

Cror Wedh NaY

Grant Thornton NSW
Chartered Accountants

ML

M A Adam-Smith
Partner

Dated this 24th day of August, 2006.

Grant Thornton NSW
A New South Wales Partnership ABN 25 034 787 757 Chartered Accountants, Business Advisers & Consultants

Level 17, 383 Kent Street, Sydney NSW 2000, PO Locked Bag Q800, QVB Post Office, Sydney NSW 1230
T: +61 2 8297 2400 F: +61 2 9299 4445 E: info@gtnsw.com.au W: www.grantthornton.com.au

Liability limited by a scheme approved under Professional Standards Legislation. An independent New South Wales
partnership entitled to trade under the international name Grant Thornton. Grant Thornton is a trademark owned by
Grant Thornton International and used under licence by independent firms and entities throughout the world.




Independent Audit Report

> TO THE MEMBERS OF UNDERCOVERWEAR LIMITED 4BN 85 108 962 152

Grant Thornton %

SCOPE
The Financial Report and Directors’ Responsibility

The financial report comprises the income statement, balance sheet, statement of changes in equity, cash
flow statement, accompanying notes to the financial statements, and the Directors” declaration for
UnderCoverWear Limited (the Company) and the UnderCoverWear Group (the consolidated entity), for the
year ended 30 June 2006. The consolidated entity comprises both the Company and the entities it controlled
during that year.

The Directors of the Company are responsible for the preparation and true and fair presentation of the
financial report in accordance with the Corporations Act 2001. This includes responsibility for the maintenance
of adequate accounting records and internal controls that are designed to prevent and detect fraud and

error, and for the accounting policies and accounting estimates inherent in the financial report.

Audit Approach

We conducted an independent audit in order to express an opinion to the members of the Company. Our
audit was conducted in accordance with Australian Auditing and Assurance Standards, in order to provide
reasonable assurance as to whether the financial report is free of material misstatement. The nature of an
audit is influenced by factors such as the use of professional judgment, selective testing, the inherent limitations
of internal control, and the availability of persuasive rather than conclusive evidence. Therefore, an audit

cannot guarantee that all material misstatements have been detected.

‘We performed procedures to assess whether in all material respects the financial report presents fairly, in
accordance with the Corporations Act 2001, Accounting Standards and other mandatory financial reporting
requirements in Australia, a view which is consistent with our understanding of the company’s and the
consolidated entity’s financial position, and of their performance as represented by the results of their

operations and cash flows.
‘We formed our audit opinion on the basis of these procedures, which included:

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

the financial report; and

W assessing the appropriateness of the accounting policies and disclosures used and the reasonableness of

significant accounting estimates made by the directors.

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

internal controls.



Grant Thornton %

INDEPENDENCE

In conducting our audit, we followed applicable independence requirements of Australian professional
ethical pronouncements and the Corporations Act 2001.

AUDIT OPINION
In our opinion, the financial report of UnderCoverWear Limited is in accordance with:
a. the Corporations Act 2001, including:

i.  giving a true and fair view of the Company’s and consolidated entity’s financial position as at 30 June
2006 and of " its performance for the year ended on that date; and

ii. complying with Accounting Standards in Australia and the Corporations Act 2001; and

b.  other mandatory professional reporting requirements in Australia.

Cror Wedh NaY

Grant Thornton NSW
Chartered Accountants

ML

M A Adam-Smith
Partner

Dated this 24th day of August, 2006.

Grant Thornton NSW
A New South Wales Partnership ABN 25 034:787 757 Chartered Accountants, Business Advisers & Consultants

Level 17, 383 Kent Street, Sydney NSW 2000, PO Locked Bag Q800, QVB Post Office, Sydney NSW 1230
T: +61 2 8297 2400 F: +61 2 9299 4445 E: info@gtnsw.com.au W: www.grantthornton.com.au

Liability limited by a scheme approved under Professional Standards Legislation. An independent New South Wales
partnership entitled to trade under the international name Grant Thornton. Grant Thornton is a trademark owned by
Grant Thornton International and used under licence by independent firms and entities throughout the world.




Additional Information
> FOR LISTED PUBLIC COMPANIES

CATEGORY NUMBER OF
(SIZE OF HOLDING) ORDINARY SHARES

SIZE OF
HOLDING

a.

b.

SHAREHOLDER

Distribution of Shareholders
1— 1,000

1,001 — 5,000

5,001 — 10,000

10,001 — 100,000

100,001 — and over

179,207
649,926
443,300

3,387,572

43,389,995

48,000,000

The number of shareholdings held in less than marketable parcels is 10.

NUMBER OF ORDINARY SHARES

C.

The names of the substantial shareholders listed

in the holding company’s register as at 31 July 2006 are:

Mr John Everett & Ms Sonya Everett (Everett Fam Settlement A/c)
Recone Pty Limited (Everingham Family A/c)

ANZ Nominees Limited

Westpac Custodian Nominees Limited

Voting Rights
The voting rights attached to each class of equity security are as follows:

Ordinary shares

8,000,000
8,000,000
7,369,502

3,680,509

m  Each ordinary share is entitled to one vote when a poll is called, otherwise each member present

at a meeting or by proxy has one vote on a show of hands.




NUMBER OF
20 LARGEST SHAREHOLDERS ORDINARY FULLY
— ORDINARY SHARES PAID SHARES HELD

% HELD OF ISSUED
ORDINARY
CAPITAL

Mr John Everett & Ms Sonya Everett
(Everett Fam Settlement A/c) 8,000,000

Recone Pty Limited
(Everingham Family A/c) 8,000,000

ANZ Nominees Limited 7,369,602
Westpac Custodian Nominees Limited 3,680,509
JP Morgan Nominees Australia Limited 2,498,010
HSBC Custody nominees (Australia) Limited 2,399,000

Catherine Everett Investments Pty Ltd
(Everett Family Settlement A/c) 2,000,000

David Everett Investments Pty Ltd
(Everett Fam Settlement A/c) 2,000,000

John H Everett Investments Pty Ltd
(Everett Fam Settlement A/c) 2,000,000

. Megan Everett Investments Pty Ltd
(Everett Fam Settlement A/c) 2,000,000

. Mrs Jeanette Richardson 534,100

. Alan Denis Vincent & Elaine Margaret Vincent
(Vincent Family S/Fund A/c) 500,000

. Cogent Nominees Pty Limited 453,289
. Mr Francis Harper & Ms Claudia Harper 320,000
. UBS Nominees Pty Limited 300,254
. Bond Street Custodians Ltd 275,000
. Mr Samuel Booth 200,000
. National Nominees Limited 186,391
. AA Lam Pty Ltd 171,932

. Mr Robert Leonard Handford &
Mrs Patricia Anne Handford 148,000

48,030,987
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