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The information in this prospectus is not complete and may be changed. We may not sell these securities until the registration statement filed with the Securities and Exchange Commission is effective.

The prospectus is not an offer to sell these securities and is not soliciting an offer to buy these securities in any state where the offer or sale is not permitted.

+SUBJECT TO COMPLETION DATED DECEMBER 23, 2003

PROSPECTUS , 2003

$100,000,000
O'SULLIVAN INDUSTRIES, INC.
Exchange Offer for
10.63% Senior Secured Notes due 2008

Material Terms of Exchange Offer:
e The terms of the notes to be issued in the exchange offer are substantially identical to the currently outstanding
notes, or old notes, except that the transfer restrictions and registration rights relating to the old notes will not

apply to the exchange notes.

e The exchange notes are guaranteed by our parent company O'Sullivan Industries Holdings, Inc. and by our
existing and future domestic restricted subsidiaries on a senior basis.

e There is no existing public market for the old notes or the exchange notes. However, you may trade the old
notes and the exchange notes in the PORTAL market.

e This exchange offers expires at 5:00 p.m., New York City time on , 2004, unless we extend this date.

e The exchange of the old notes for the exchange notes will not be a taxable event for United States federal
income tax purposes.

e  We will not receive any proceeds from the exchange offer.

For a discussion of certain factors that you should consider before participating in
this exchange offer, see '"Risk Factors" beginning on page 12 of this prospectus.

Neither the Securities and Exchange Commission nor any state securities commission has approved or
disapproved of the exchange notes or determined if this prospectus is truthful or complete. Any
representation to the contrary is a criminal offense.
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FORWARD-LOOKING STATEMENTS

This prospectus includes forward-looking statements within the meaning of the Private Securities Litigation
Reform Act of 1995. These statements relate to analyses and other information that are based on forecasts of future
results and estimates of amounts not yet determinable. These statements also relate to our future prospects,
developments and business strategies. The statements contained in this prospectus that are not statements of
historical fact may include forward-looking statements that involve a number of risks and uncertainties.

nn nn nn

We have used the words "anticipate," "believe," "could," "estimate," "expect," "intend," "may," "plan,"
"predict," "project,” "will" and similar terms and phrases, including references to assumptions, in this prospectus to
identify forward-looking statements. These forward-looking statements are made based on our management's
expectations and beliefs concerning future events affecting us and are subject to uncertainties and factors relating to
our operations and business environment, all of which are difficult to predict and many of which are beyond our
control, that could cause our actual results to differ materially from those matters expressed in or implied by these
forward-looking statements. The following factors are among those that may cause actual results to differ materially
from our forward-looking statements:

e changes from anticipated levels of sales, whether due to future national or regional economic and
competitive conditions, including new domestic or foreign entrants into the industry, customer acceptance

of existing and new products, terrorist attacks or otherwise, as we are experiencing now;

e loss of liquidity due to the arbitration panel's opinion in RadioShack Corporation v. O'Sullivan Industries
Holdings, Inc.;

e significant indebtedness that may limit our financial and operational flexibility;

e raw material cost increases, particularly in particleboard and fiberboard, as occurred in 1994 and 1995 and
to a lesser extent in fiscal 2000;

e pricing pressures due to excess capacity in the ready to assemble, or RTA, furniture industry, as is
occurring again now, or customer demand in excess of our ability to supply product;

e transportation cost increases, due to higher fuel costs or otherwise;
e loss of or reduced sales to significant customers as a result of bankruptcy, liquidation, merger, acquisition
or any other reason, as occurred with the liquidation of Montgomery Ward in fiscal 2001, the liquidation of

Ames in fiscal 2003 and with the reorganization of Kmart beginning in fiscal 2002;

e actions of current or new competitors, foreign or domestic, that increase competition with our products or
prices;

o the consolidation of manufacturers in the RTA furniture industry;

e increased advertising costs associated with promotional efforts;

e increased interest rates;

e pending or new litigation or governmental regulations;

e  other uncertainties which are difficult to predict or beyond our control; and

o the risk that we incorrectly analyze these risks and forces, or that the strategies we develop to address them
could be unsuccessful.

it
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All of our forward-looking statements should be considered in light of these factors. We undertake no
obligation to update our forward-looking statements or risk factors to reflect new information, future events or
otherwise.

INDUSTRY AND MARKET DATA

Industry and market data used throughout this prospectus were obtained through surveys and studies
conducted by third parties, industry and general publications and internal company research. We have not
independently verified market and industry data from third-party sources, including HomeWorld Business, the
Business and Institutional Furniture Manufacturers Association, the American Furniture Manufacturers Association,
Equifax Direct Marketing Solutions, Peachtree Consulting Group and Resource Informational Systems, Inc. While
we believe internal company estimates are reasonable and market definitions are appropriate, neither such estimates
nor these definitions have been verified by any independent sources and we do not make any representations as to
the accuracy of such estimates.

il
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PROSPECTUS SUMMARY

References to the words "O'Sullivan," "we," "our," and "us" refer to O'Sullivan Industries, Inc. and its
subsidiaries. References to "O'Sullivan Holdings" refer to O'Sullivan Industries Holdings, Inc., our parent holding
company. References to "O'Sullivan Industries" refer to O'Sullivan Industries, Inc. References to "O'Sullivan
Industries - Virginia" refer to O'Sullivan Industries - Virginia, Inc. The following summary highlights selected
information from this prospectus and does not contain all of the information that is important to you. This
prospectus includes specific terms of the exchange notes we are offering as well as information regarding our
business and detailed financial data. For a more complete understanding of this offering, we encourage you to read
this prospectus in its entirety.

Our Company

We are a leading designer, manufacturer and distributor of ready-to-assemble, or RTA, furniture products
in the United States, with over 45 years of experience. Our products provide the consumer with high quality, value
and easy-to-assemble furniture and comprise a broad range of product offerings, including desks, computer
workcenters, entertainment centers, television and audio stands, bookcases, storage units and cabinets. In calendar
year 2002, we were the second-largest manufacturer of RTA furniture in the United States, and our estimated share
of RTA furniture sales was approximately 17%. Approximately 90% of our sales are for products offered at price
points between $19 and $300, covering the majority of price points in the RTA furniture market. For the fiscal year
ended June 30, 2003, we had net sales of $289.2 million and operating income of $26.7 million. For the quarter
ended September 30, 2003, our net sales were $71.5 million and our operating income was $4.0 million.

We distribute our products primarily through multi-store retail chains, including office superstores,
discount mass merchants, home centers and consumer electronic superstores. Our largest retail customers include
OfficeMax, Office Depot, Wal-Mart, Lowe's and Staples. We service our customers from two modern
manufacturing and distribution facilities totaling approximately 1.8 million square feet, located in Lamar, Missouri
and South Boston, Virginia. Our manufacturing facilities are equipped with highly automated manufacturing
processes which enhance our efficiency and flexibility. Our production capabilities enable us to optimally serve our
customers and profitably pursue the most attractive categories of the RTA furniture market.

Industry Overview

The RTA furniture industry is a segment of the broader residential wood furniture industry with retail sales
of approximately $15 billion per year. In 2002, RTA furniture retail sales totaled approximately $3.3 billion. RTA
furniture encompasses a broad range of furniture products including desks, computer workcenters, entertainment
centers, television and audio stands, bookcases, cabinets and living room and bedroom furniture. RTA furniture is
sold through a broad array of distribution channels, including discount mass merchants, office superstores, consumer
electronic superstores, home centers, and national department stores. The majority of RTA furniture sales are made
through discount mass merchants such as Wal-Mart, Target and Kmart and office superstores such as Office Depot,
OfficeMax and Staples. Although a large number of companies manufacture RTA furniture, the RTA furniture
industry is relatively concentrated with the top five North American RTA furniture manufacturers accounting for an
estimated 70% of the United States RTA furniture retail sales in 2002.

The RTA furniture industry experienced significant growth in the mid to late 1990s. According to
HomeWorld Business, the compounded annual growth rate of RTA furniture retail sales from 1995 to 2000 was
approximately 8%. Since 2000, the RTA furniture industry has declined in line with the broader furniture market,
largely as a result of the closure of several significant retailers, a reduction in the demand for home office furniture
due to a slowdown in demand for personal computers and increased competition from imported products. In
response to these industry challenges, we have recently expanded into new furniture categories, such as home
storage and organization. The home storage and organization market includes product offerings such as closet
shelving systems, garage storage and workshop storage. Annual retail sales for the home storage and organization
market were estimated at approximately $5 billion for calendar 2000. We have also increased our presence in the
commercial office furniture industry. The commercial office furniture market includes furniture used in commercial
offices such as panel and modular systems, seating, storage units, files, tables and desks in wood and other materials,

JASEC\FY 2004\S-4\Form S-4 draft 10.doc




such as steel and glass. The commercial office furniture market is significantly larger than the RTA furniture market
with wholesale sales estimated at approximately $9 billion in calendar 2002.

Competitive Strengths
We believe that we benefit from the following competitive strengths:

Leader in RTA Furniture Market. We are the second-largest RTA furniture manufacturer in the United
States, a position that we have held for the last three years. In calendar year 2002, our estimated share of the RTA
furniture market was approximately 17%. Our experience in the design and manufacturing of innovative and high
quality RTA furniture helps us to maintain a leading position in the markets we serve. Additionally, our size and
ability to offer our products across the country enable us to satisfy the substantial national purchasing requirements
of the largest retailers in the United States.

Superior Product Design and Innovation. We believe that we are recognized as a leader in product design
and innovation in the RTA furniture industry. Over the past five years, we have received awards of distinction from
the American Society of Furniture Designers and from Design Journal magazine. We have a dedicated design group
that enables us to adapt to the changing demands of our customer base and to develop over 150 new products
annually. Our leading design capabilities allow us to continually offer an innovative portfolio of RTA furniture
products to our customers, such as our patent pending Digital Dock(TM) computer desk design, which allows easy
access to disk drives and USB ports, and our patent pending design for a plasma TV stand.

Well-established Customer Relationships. We have well-established relationships with many of the largest
retailers in the United States. Our customer base includes leading retailers such as OfficeMax, Office Depot, Staples,
Wal-Mart and Lowe's. We believe our broad and innovative product offerings, along with our flexible
manufacturing and distribution capabilities, enable us to maintain strong relationships with these leading RTA
furniture retailers. The average age of our relationship with our top ten customers is approximately 14 years.

Low Cost and Flexible Manufacturing Technology and Operations. We believe that we are one of the
lowest cost manufacturers in the RTA furniture industry in the United States. Our modern manufacturing facilities
and manufacturing processes are highly automated, enabling us to operate efficiently and at high speeds. In addition,
we are able to manufacture parts for different types of furniture over the same equipment which provides production
scheduling flexibility and allows us to optimize the utilization of our plants. These manufacturing capabilities reduce
our dependency on any single market, enabling us to pursue the most attractive markets of the RTA furniture
industry, including the home storage and organization and commercial office markets.

Experienced Management Team with Significant Equity Ownership. Our executive officers have an
average of 17 years of experience in the RTA furniture industry. Our Chief Executive Officer, Richard Davidson,
has over 30 years of experience in the consumer products industry. Members of our senior management own
approximately 27% of the outstanding common stock of O'Sullivan Holdings, aligning management's interests with
our performance.

Business Strategy

Our principal business strategies include the following:

Continue to Solidify our Existing Relationships with Customers. We will derive the majority of our
revenue from our existing customers. We will continue to provide these customers with new, innovative products at
competitive prices. We intend to continue to work with our major customers to design and manufacture products
that meet their particular requirements, as well as present new concepts for their consideration. Additionally, we will

proactively respond to their changing buying initiatives to maintain or increase our market share.

Capitalize on our Expertise in Design and Production. We will leverage our position as a leader in the
RTA furniture market and our existing skillset to capitalize on opportunities for RTA furniture manufacturers.
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o Offer New Product Categories through Existing Distribution Channels. Retailers who have traditionally
embraced RTA furniture, including discount mass merchants and home centers, have become aware of the
growth in the bedroom, kitchen, bath and home organization markets. The recent focus on these growing
markets creates an opportunity for new product development and innovation, which we believe can
invigorate sales of existing retail space. We have directed personnel, resources and marketing to these
markets and have already placed these types of products with several retailers.

e Pursue Opportunities in Home Storage and Organization. While we continue to support our current
markets, we have also begun taking advantage of opportunities outside traditional furniture that exist in our
current retail base. Home storage and organization is a larger market than our core RTA furniture business,
and is growing at a much faster rate. While this market includes many opportunities such as closet storage,
workshop storage and utility shelving and storage, it is the relatively untapped garage storage category that
we believe presents one of the largest unmet consumer needs. We are aggressively pursuing this
opportunity from both a product development and brand marketing perspective. To this end, we are
currently manufacturing a new line of home storage products under the Coleman® brand pursuant to a
license agreement.

o Target the Small and Medium-Sized Commercial Office Market. Increasingly, small and medium-sized
businesses are joining home office consumers in choosing to purchase their office supply and furniture
needs from office superstores and national discount mass merchants instead of locally-owned furniture
outlets. The commercial office furniture market for the small and medium-sized business segment is at least
three times the size of the home office furniture market. We currently serve all three national office
superstores and are able to design, produce and install products for small and medium-sized businesses. In
order to capitalize on this opportunity, we have focused our successful Intelligent Designs® brand, as well
as our personnel, on providing comprehensive and affordable commercial office furniture solutions for this
market.

Continue to Focus on Low-Cost Production and Efficiency of Operations. We continually endeavor to
reduce the cost of our products without sacrificing quality. We work with our existing and new vendors to secure the
most favorable pricing for our raw materials and components. For example, we have increased our sourcing of
hardware from overseas in recent years. We also continually analyze our products to determine if there are changes
we can make to the design, manufacture or packaging of a product to reduce its cost without compromising quality.
Additionally, we also intend to further improve our manufacturing efficiency and reduce set-up times through
selective equipment upgrades and through the use of internal small group improvement activities.

The Refinancing Transactions

Simultaneously with the closing of the offering of the old notes, we and our subsidiary guarantors entered
into a new credit facility. We refer to the offering of the old notes, the exchange of the old notes for the new notes,
and the entrance into the new credit facility, collectively, as the "refinancing." The new credit facility consists of a
$40.0 million revolving credit facility for which General Electric Capital Corporation acts as agent. The amount
available under the new credit facility is subject to customary conditions precedent and collateral borrowing base
limitations. Our new credit facility and the related guarantees are secured by a first-priority security interest in and
lien on substantially all of our and our guarantors' accounts receivable, inventory, deposit accounts, certain books
and records and certain licenses, and by a second-priority security interest in and lien on substantially all of our and
our guarantors' assets other than accounts receivable, inventory, capital stock of O'Sullivan Industries and the
subsidiary guarantors, deposit accounts, certain books and records and certain licenses, as more fully described in
"Description of Exchange Notes—Security." Our corporate structure immediately following the refinancing
transactions was as follows:
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O'Sullivan Industries
Holdings, Inc.
(Guarantor)

Equity

Senior notes 100%

New credit
facility

O'Sullivan Industries

Inc.
(Issuer)
Senior secured
notes
Senior
subordinated
notes 100% 100%
O'Sullivan Industries — O'Sullivan Furniture
Industrial Virginia Factory Outlet, Inc.
revenue bonds (Guarantor) (Guarantor)
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Purpose of the Exchange Offer

On September 29, 2003, we sold, through a private placement exempt from the registration requirements of
the Securities Act, $100,000,000 of our 10.63% Senior Secured Notes due 2008. We refer to these notes as “old
notes” in this prospectus.

Simultaneously with the private placement, we entered into a registration rights agreement with the initial
purchaser of the old notes. Under the registration rights agreement, we are required to use our best efforts to cause a
registration statement for substantially identical notes, which will be issued in exchange for the old notes, to become
effective on or within 180 days of issuance of the old notes. We refer to the notes to be registered under this
exchange offer registration statement as “exchange notes” and collectively with the old notes, we refer to them as
the "notes" in this prospectus. You may exchange your old notes for exchange notes in this exchange offer. You
should read the discussion under the headings “—Summary of the Exchange Offer,” “The Exchange Offer” and
“Description of the Exchange Notes” for further information regarding the exchange notes.

We did not register the old notes under the Securities Act or any state securities law, nor do we intend to
after the exchange offer. As a result, the old notes may only be transferred in limited circumstances under the
securities laws. If the holders of the old notes do not exchange their old notes in the exchange offer, they lose their
right to have the old notes registered under the Securities Act, subject to certain limitations. Anyone who still holds
old notes after the exchange offer may be unable to resell their old notes.

However, we believe that holders of the exchange notes may resell the exchange notes without complying
with the registration and prospectus delivery provisions of the Securities Act, if they meet certain conditions. You
should read the discussion under the headings “—Summary of the Exchange Offer” and “The Exchange Offer” for
further information regarding the exchange offer and resales of the exchange notes.
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The Initial Offering of Old Notes .........

Registration Rights Agreement

The Exchange Offer

Resales
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Summary of the Exchange Offer

We sold the old notes on September 29, 2003 to Credit Suisse First
Boston. We refer to Credit Suisse First Boston in this prospectus as the
“initial purchaser.” The initial purchaser subsequently resold the old
notes to (1) qualified institutional buyers pursuant to Rule 144A under the
Securities Act and (2) outside the United States in accordance with
Regulation S under the Securities Act.

Simultaneously with the initial sale of the outstanding securities, we
entered into a registration rights agreement for the exchange offer. In the
registration rights agreement, we agreed, among other things, (i) to file a
registration statement with the SEC as soon as practicable after the
issuance of the old notes, but in no event later than 90 days after the
issuance of the old notes and (ii) to use our reasonable best efforts to
cause such registration statement to be declared effective by the SEC at
the earliest possible time, but in no event later than 180 days after the
issuance of the old notes. We also agreed to use our reasonable best
efforts to cause the exchange offer to be consummated on the earliest
practicable day after the registration statement is declared effective, but in
no event later than 30 days after the exchange registration statement is
declared effective, unless required by the Securities Act or the Exchange
Act. The exchange offer is intended to satisfy our obligations under the
registration rights agreement. After the exchange offer is complete, you
will no longer be entitled to any exchange or registration rights with
respect to your old notes.

We are offering to exchange the exchange notes, which are being
registered under the Securities Act, for your old notes. To be exchanged,
an old note must be properly tendered and accepted. All old notes that are
validly tendered and not validly withdrawn will be exchanged. We will
issue exchange notes promptly after the expiration of the exchange offer.

We believe that the exchange notes issued in the exchange offer may be
offered for resale, resold and otherwise transferred by you without
compliance with the registration and prospectus delivery provisions of the
Securities Act provided that:

e the exchange notes are being acquired in the ordinary course of your
business;

e you are not participating, do not intend to participate, and have no
arrangement or understanding with any person to participate, in the
distribution of the exchange notes issued to you in the exchange offer;
and

e you are not an affiliate of ours.

If any of these conditions are not satisfied and you transfer any exchange
notes issued to you in the exchange offer without delivering a prospectus
meeting the requirements of the Securities Act or without an exemption
from registration of your exchange notes from these requirements, you
may incur liability under the Securities Act. We will not assume, nor will
we indemnify you against, any such liability.

Each broker-dealer that is issued exchange notes in the exchange offer for
its own account in exchange for old notes that were acquired by that




Expiration Date

Conditions to the Exchange Offer ........

Procedures for Tendering Old Notes ...

Special Procedures for Beneficial
Owners

Withdrawal Rights

Federal Income Tax Considerations.....

JASEC\FY 2004\S-4\Form S-4 draft 10.doc

broker-dealer as a result of market-making or other trading activities, must
acknowledge that it will deliver a prospectus meeting the requirements of
the Securities Act in connection with any resale of the exchange notes. A
broker-dealer may use this prospectus for an offer to resell, resale or other
retransfer of the exchange notes issued to it in the exchange offer. See
“Plan of Distribution.”

The exchange offer will expire at 5:00 p.m., New York City time, on
, 2004, unless we decide to extend the expiration date.

The exchange offer is not subject to any conditions other than that the
exchange offer not violate applicable law or any applicable interpretation
of the staff of the SEC, that no proceedings have been instituted or
threatened against us which would impair our ability to proceed with the
exchange offer, and that we have received all necessary governmental
approvals to proceed with the exchange offer.

We issued the old notes as global securities. When the old notes were
issued, we deposited the global securities representing the old notes with
The Bank of New York, as custodian for the Depository Trust Company,
known as DTC, acting as book-entry depositary. The Bank of New York
issued a certificateless depositary interest in each global security we
deposited with it, which together represent a 100% interest in the old
notes, to DTC. Beneficial interests in the old notes, which are held by
direct or indirect participants in DTC through the certificateless depositary
interests, are shown on records maintained in book-entry form by DTC.

You may tender your old notes through book-entry transfer in accordance
with DTC’s Automated Tender Offer Program, known as ATOP. To
tender your old notes by a means other than book-entry transfer, a letter of
transmittal must be completed and signed according to the instructions
contained in the letter of transmittal. The letter of transmittal and any
other documents required by the letter of transmittal must be delivered to
the exchange agent by mail, facsimile, hand delivery or overnight carrier.
In addition, you must deliver the old notes to the exchange agent or
comply with the procedures for guaranteed delivery. See “The Exchange
Offer—Procedures for Tendering Old Notes” for more information.

Do not send letters of transmittal and certificates representing old notes to
us. Send these documents only to the exchange agent. See “The
Exchange Offer—Exchange Agent” for more information.

If you are the beneficial owner of book-entry interests and your name does
not appear on a security position listing of DTC as the holder of the book-
entry interests or if you are a beneficial owner of old notes that are
registered in the name of a broker, dealer, commercial bank, trust
company or other nominee and you wish to tender the book-entry interests
or old notes in the exchange offer, you should contact the person in whose
name your book-entry interests or old notes are registered promptly and
instruct that person to tender on your behalf.

You may withdraw the tender of your old notes at any time prior to 5:00
p-m., New York City time on , 2004.

The exchange of old notes should not be a taxable event for United States
federal income tax purposes.




Use of Proceeds

Exchange Agent
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We will not receive any proceeds from the issuance of the exchange notes
pursuant to the exchange offer. We will pay all of our expenses incident
to the exchange offer.

The Bank of New York is serving as the exchange agent in connection
with the exchange offer.




The Exchange Notes

The form and terms of the exchange notes are the same as the form and terms of the old notes, except that
the exchange notes will be registered under the Securities Act. As a result, the exchange notes will not bear legends
restricting their transfer and will not contain the registration rights and liquidated damage provisions contained in
the old notes. The exchange notes represent the same debt as the old notes. The old notes and the exchange notes
are governed by the same indenture and are together considered a "series" of securities under that indenture. We
use the term "notes" in this prospectus to refer collectively to the old notes and the exchange notes.

Issuer

The Exchange Notes

Maturity

Interest Rate
Interest Payment Dates ........c.cccceueeenneee.

Original Issue Discount...........cccceveeuuee.

Guarantees

Denominations

Security

Ranking

Optional Redemption .........cccceeveeeuernncee
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O'Sullivan Industries, Inc.

$100,000,000 principal amount of 10.63% Senior Secured Notes due
2008.

October 1, 2008.
10.63% per annum.
Each January 15 and July 15, commencing January 15, 2004.

Because the old notes were issued at a substantial discount from their
principal amount, the exchange notes should be treated as being issued
with substantial original issue discount for United States federal income
tax purposes. See "Certain United States Federal Income Tax
Considerations."

The notes will be jointly and severally guaranteed on a senior basis by our
parent, O'Sullivan Holdings and by all of our existing and future domestic
restricted subsidiaries.

$1,000 minimum and $1,000 integral multiples thereof.

The notes and the guarantees will be secured on a first-priority basis by
substantially all of our and the guarantors' assets (including our capital
stock), other than accounts receivable, inventory, capital stock of the
subsidiary guarantors, deposit accounts, certain books and records and
certain licenses, and on a second-priority basis by substantially all of our
and the guarantors' accounts receivable, inventory, certain books and
records and certain licenses. See "Description of Exchange Notes—
Security."

The notes and the guarantees are our and the guarantors' senior secured
obligations and rank senior to all of our and the guarantors' existing and
future subordinated indebtedness, including our senior subordinated notes.
The notes and the guarantees rank pari passu in right of payment with all
of our and the guarantors' existing and future senior indebtedness,
including indebtedness under our new credit facility.

We may redeem any of the notes at any time on or after October 1, 2006,
in whole or in part, in cash at the redemption prices described in this
prospectus, plus accrued and unpaid interest and additional interest, if any,
to the date of redemption.

In addition, before October 1, 2006, we may redeem up to 35% of the
aggregate principal amount at maturity of notes with the net proceeds of
certain public equity offerings of O'Sullivan Holdings. We may make that
redemption only if, after the redemption, at least 65% of the aggregate
principal amount of notes remains outstanding. See "Description of
Exchange Notes—Optional Redemption."




Change of Control

Asset Sales

Covenants

Risk Factors

In addition, before October 1, 2006, we may redeem some or all of the
notes upon the occurrence of a change of control at a redemption price
equal to 100% of the principal amount at maturity thereof plus an
applicable premium as of, and accrued and unpaid interest and additional
interest, if any, to, the date of redemption.

Upon a change of control, we will be required to make an offer to
purchase each holder's notes at a price equal to 101% of the principal
amount at maturity thereof, plus accrued and unpaid interest and additional
interest, if any, to the date of purchase. See "Description of Exchange
Notes—Repurchase at the Option of Holders—Change of Control."

We may have to use the net cash proceeds from selling assets to offer to
purchase your exchange notes at their face amount, plus accrued but
unpaid interest.

The indenture governing the exchange notes limits what we (and most or
all of our subsidiaries) may do. The provisions of the indenture limits our
ability to:

i incur additional indebtedness;

. create certain liens;

* permit payment or dividend restrictions on certain of our

subsidiaries;

*  pay dividends on, redeem or repurchase our capital stock;

. make investments;

. sell assets;

*  engage in transactions with affiliates; and

¢ sell all or substantially all of our assets or consolidate or merge

with or into other companies.

These covenants are subject to a number of important exceptions.

You should carefully consider all of the information in this prospectus
and, in particular, you should evaluate the specific risk factors set forth
under "Risk Factors."

For more complete information about the notes, see the "Description of Exchange Notes" section of this

prospectus.

Our principal offices are located at 1900 Gulf Street, Lamar, Missouri, 64759. Our telephone number is

(417) 682-3322.
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Summary Historical and Other Consolidated Financial Data

The summary of our historical and other consolidated financial data set forth below should be read in
conjunction with our consolidated annual financial statements included elsewhere in this prospectus. The summary
historical financial data as of and for the three fiscal years ended June 30, 2003 have been derived from our audited
consolidated financial statements and related notes. The summary historical financial data as of and for the three
month periods ended September 30, 2002 and September 30, 2003 have been derived from our unaudited interim
consolidated financial statements and related notes. See "Selected Historical Consolidated Financial and Other
Data,"” "Management's Discussion and Analysis of Financial Condition and Results of Operations" and the financial
statements and the related notes thereto and other financial data included elsewhere in this prospectus.

Statement of Operations Data:

Net sales(1)

Cost of sales

Gross profit

Selling, marketing and administrative expense

Restructuring charge(2)

Operating income

Interest expense, net

Other financing costs(3)

Income (loss) before income tax provision (benefit)
and cumulative effect of accounting change

Income tax provision (benefit)(4)
Income (loss) before cumulative effect of
accounting change

Cumulative effect of accounting change, net of
income tax benefit

Net income (loss)

Other Financial Data:

Cash flows provided by (used for) operating
activities

Cash flows provided by (used for) investing
activities

Cash flows provided by (used for) financing
activities

Depreciation and amortization

Capital expenditures

Balance Sheet Data:

Cash and cash equivalents
Working capital

Total assets

Total senior secured debt(5)(6)

Total debt, including current portion(7)

Stockholder's deficit

Three Months Ended
Year Ended June 30, September 30,
2001 2002 2003 2002 2003
(in thousands)

$ 358,811 $ 349,098 $289,152 $71,557 $71,464
269,720 254,662 214,977 51,584 57,156
89,091 94,436 74,175 19,973 14,308
56,461 54,330 45,463 11,998 10,357
10,506 — 2,049 — —
22,124 40,106 26,663 7,975 3,951
31,206 25,482 21,530 5,723 6,071
574 204 445 — 3,294
(9,656) 14,420 4,688 2,252 (5,414)
(3.380) 98,713 — _ _
(6,276)  (84,293) 4,688 2,252 (5,414)
(95) = = = =

$ (6.371) $ (84,293) § 4,688 2,252 5,414
$ 25016 $ 25115 $ 13,749 $ (289) $ 3,848
(16,811)  (8,644) 1,707 (1,557) (244)
(13,012)  (7,754)  (23,256) (604) 2,753
14,945 14,530 13,621 3,264 3,312
16,811 8,644 5,081 1,557 244

As of As of

June 30,2003

September 30, 2003

(in thousands)

$ 7,977 $ 14334
46,408 56,411
207,144 212,409
88,266 95,000
194,009 200,846
(93,523) (98,612

)

(1) Net sales and selling, marketing and administrative expense for the fiscal year ended June 30, 2001 has been
adjusted to reflect an accounting pronouncement which requires a classification of certain selling expenses to a

reduction in sales.
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2)

)

“4)

)

(6)

(7

In fiscal 2001, the restructuring charge related to the January 2001 closure of our Cedar City, Utah facility and a
staff reduction in our Lamar, Missouri headquarters. The $10.5 million charge consisted of approximately $8.7
million of impairment charges against property and equipment, $527,000 of other facility exit costs and
approximately $1.3 million in employee severance costs. In fiscal 2003, the $2.0 million restructuring charge
relates to a further reduction in the carrying value of our Utah facility of $540,000 and approximately $1.5
million for severance charges related to our South Boston, Virginia facility and further staff reductions at our
headquarters.

In fiscal 2001, 2002 and 2003, other financing costs are costs related to amendments to our old credit facility.
For the three months ended September 30, 2003, other financing costs represent the write-off of capitalized loan
fees for the old credit facility.

Tax expense for fiscal 2002 includes a $95.5 million valuation allowance recorded in March 2002 against our
net deferred tax asset following the settlement of the dispute related to the tax sharing agreement between
O'Sullivan Holdings and RadioShack Corporation. See "Management's Discussion and Analysis of Financial
Condition and Results of Operation—Company Overview—RadioShack Arbitration and Revised Accounting
for Tax Sharing Agreement with RadioShack."

Total senior secured debt does not include $10.0 million of industrial revenue bonds payable by our subsidiary,
O'Sullivan Industries - Virginia, Inc. The industrial revenue bonds are backed by a letter of credit issued under
our old credit facility, which is secured by substantially all of our assets.

At June 30, 2003, represents borrowings outstanding under our senior credit facility. At September 30, 2003,
represents $100.0 million principal value of the notes, net of $5.0 million unamortized original issue discount.

At September 30, 2003, total debt included $100.0 million principal value of the old notes, less $5.0 million of
unamortized original issue discount, $10.0 million of industrial revenue bonds and $100.0 million principal
value of our senior subordinated notes, net of approximately $2.7 million attributable to the value of the
warrants issued in connection with the notes and approximately $1.5 million of unamortized original issue
discount.
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RISK FACTORS

An investment in the exchange notes is subject to a number of risks. You should carefully consider the
following risk factors as well as the other information and data included in this prospectus prior to making an
investment in the exchange notes. The risks described below are not the only risks facing us. Additional risks and
uncertainties not currently known to us or that we currently deem to be immaterial may also materially and
adversely affect our business operations. Any of the following risks could materially adversely affect our business,
financial condition or results of operations. In such case, you may lose all or part of your original investment.

Risk Factors Related to the Exchange Notes
Because there is no public market for the exchange notes, you may not be able to sell your exchange notes.

The exchange notes will be registered under the Securities Act, but will constitute a new issue of securities
with no established trading market, and there can be no assurance as to:

e the liquidity of any trading market that may develop;
e the ability of holders to sell their exchange notes; or
e the price at which the holders would be able to sell their exchange notes.

If a trading market were to develop, the exchange notes might trade at higher or lower prices than their
principal amount or purchase price, depending on many factors, including prevailing interest rates, the market for
similar securities and our financial performance.

We understand that the initial purchaser presently intends to make a market in the exchange notes.
However, it is not obligated to do so, and any market-making activity with respect to the exchange notes may be
discontinued at any time without notice. In addition, any market-making activity will be subject to the limits
imposed by the Securities Act and the Exchange Act, and may be limited during the exchange offer or the pendency
of an applicable shelf registration statement. There can be no assurance that an active trading market will exist for
the exchange notes or that any trading market that does develop will be liquid.

In addition, any holder of old notes who tenders in the exchange offer for the purpose of participating in a
distribution of the exchange notes may be deemed to have received restricted securities, and if so, will be required to
comply with the registration and prospectus delivery requirements of the Securities Act in connection with any
resale transaction.

Your old notes will not be accepted for exchange if you fail to follow the exchange offer procedures.

We will issue exchange notes pursuant to this exchange offer only after a timely receipt of your old notes, a
properly completed and duly executed letter of transmittal and all other required documents. Therefore, if you want
to tender your old notes, please allow sufficient time to ensure timely delivery. If we do not receive your old notes,
letter of transmittal and other required documents by the expiration date of the exchange offer, we will not accept
your old notes for exchange. We are under no duty to give notification of defects or irregularities with respect to the
tenders of old notes for exchange. If there are defects or irregularities with respect to your tender of old notes, we
will not accept your old notes for exchange.

If you do not exchange your old notes, your old notes will continue to be subject to the existing transfer
restrictions and you may be unable to sell your old notes.

We did not register the old notes, nor do we intend to do so following the exchange offer. Old notes that
are not tendered will therefore continue to be subject to the existing transfer restrictions and may be transferred only
in limited circumstances under the securities laws. If you do not exchange your old notes, you will lose your right to
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have your old notes registered under the federal securities laws. As a result, if you hold old notes after the exchange
offer, you may be unable to sell your old notes.

If a large number of outstanding old notes are exchanged for exchange notes issued in the exchange offer, it
may be difficult for holders of outstanding old notes that are not exchanged in the exchange offer to sell their old
notes, since those old notes may not be offered or sold unless they are registered or there are exemptions from
registration requirements under the Securities Act or state laws that apply to them. In addition, if there are only a
small number of old notes outstanding, there may not be a very liquid market in those old notes. There may be few
investors that will purchase unregistered securities in which there is not a liquid market.

If you exchange your old notes, you may not be able to resell the exchange notes you receive in the exchange
offer without registering them and delivering a prospectus.

You may not be able to resell exchange notes you receive in the exchange offer without registering those
exchange notes or delivering a prospectus. Based on interpretations by the Commission in no-action letters, we
believe, with respect to exchange notes issued in the exchange offer, that:

e holders who are not "affiliates" of O'Sullivan Industries, Inc. within the meaning of Rule 405 of the
Securities Act;

e holders who acquire their exchange notes in the ordinary course of business; and

e holders who do not engage in, intend to engage in, or have arrangements to participate in a distribution
(within the meaning of the Securities Act) of the exchange notes;

do not have to comply with the registration and prospectus delivery requirements of the Securities Act.

Holders described in the preceding sentence must tell us in writing at our request that they meet these
criteria. Holders that do not meet these criteria could not rely on interpretations of the SEC in no-action letters, and
would have to register the exchange notes they receive in the exchange offer and deliver a prospectus for them. In
addition, holders that are broker-dealers may be deemed "underwriters" within the meaning of the Securities Act in
connection with any resale of exchange notes acquired in the exchange offer. Holders that are broker-dealers must
acknowledge that they acquired their outstanding exchange notes in market-making activities or other trading
activities and must deliver a prospectus when they resell notes they acquire in the exchange offer in order not to be
deemed an underwriter.

Risk Factors Related to the Notes

Our substantial leverage could make it more difficult to pay our debts, divert our cash on hand for debt payments,
limit our ability to borrow funds and increase our vulnerability to general adverse economic and industry
conditions.

We have a significant amount of indebtedness. On June 30, 2003, after giving pro forma effect to the
refinancing transactions, we would have had total indebtedness with a principal value of approximately $210.0
million (of which $100.0 million would have consisted of the notes and the balance would have consisted of other
debt). Also after giving pro forma effect to the offering of the old notes, our ratio of earnings to fixed charges was
1.1x for the fiscal year ended June 30, 2003. Our ratio of earnings to fixed charges was 0.1x for the quarter ended
September 30, 2003.

Our substantial indebtedness could have important consequences to holders of our debt or equity. For
example, it could:

e make it more difficult for us to satisfy our obligations with respect to our debt;

e increase our vulnerability to general adverse economic and industry conditions;
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e limit our ability to fund future working capital, capital expenditures and other general corporate
requirements;

e require a substantial portion of our cash on hand for debt payments;

e limit our flexibility to plan for, or react to, changes in our business and the industry in which we
operate;

e place us at a competitive disadvantage compared to our competitors that are less leveraged,
e limit our ability to borrow additional funds; and
e expose us to fluctuations in interest rates because some of our debt has a variable rate of interest.

The notes will be issued at a substantial discount from principal amount and will therefore trigger certain
adverse federal income tax consequences for the holders of the notes.

Because the old notes were issued at a substantial discount from their principal amount, the exchange notes
should be treated as having been issued with substantial original issue discount for United States federal income tax
purposes. Consequently, you will be required to include such original issue discount in your income as it accrues for
United States federal income tax purposes in advance of receipt of any payment on the exchange notes to which the
income is attributable. To understand how this may affect you, you should seek advice from your own tax advisor
prior to exchanging the old notes for the exchange notes. See "Certain United States Federal Income Tax
Considerations".

We may not have sufficient cash flows from operating activities, cash on hand and available borrowings under
our new credit facility to service our indebtedness and to pay O'Sullivan Holdings amounts it owes RadioShack
under the tax sharing agreement. These obligations require a significant amount of cash.

Our business may not generate sufficient cash flows from operating activities. Our ability to make
payments on and to refinance our indebtedness will depend on our ability to generate cash in the future. This, to
some extent, is subject to general economic, financial, competitive, legislative, regulatory and other factors that are
beyond our control. Lower net sales will generally reduce our cash flow. O'Sullivan Holdings is obligated to make
substantial payments to RadioShack under the tax sharing agreement between them. We have provided, and will
continue to provide, O'Sullivan Holdings funds to make payments to RadioShack. The maximum payments to
RadioShack for fiscal 2004, 2005 and 2006 are $11.6, $10.5 and $11.3 million, respectively.

We cannot assure you that our future cash flow will be sufficient to meet our obligations and commitments.
If we are unable to generate sufficient cash flow from operations in the future to service our indebtedness and to
meet our other commitments, we will be required to adopt one or more alternatives, such as refinancing or
restructuring our indebtedness (including the notes), selling material assets or operations or seeking to raise
additional debt or equity capital. We cannot assure you that any of these actions could be effected on a timely basis
or on satisfactory terms or at all, or that these actions would enable us to continue to satisfy our capital requirements.
In addition, our existing or future debt agreements, including the indenture, the new credit facility and O'Sullivan
Holdings' obligation to RadioShack under the tax sharing agreement, may contain restrictive covenants prohibiting
us from adopting any of these alternatives. Our failure to comply with these covenants could result in an event of
default which, if not cured or waived, could result in the acceleration of all of our debts. See "Management's
Discussion and Analysis of Financial Condition and Results of Operations—Liquidity and Capital Resources,"
"Description of Senior Secured Revolving Credit Facility," "Description of Other Indebtedness" and "Description of
Exchange Notes."
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There may not be sufficient collateral to pay all or any of the notes, especially if we incur additional senior
secured indebtedness as permitted under our new credit facility and the notes, which will dilute the value of the
collateral securing the notes.

The notes are secured on a first-priority basis by substantially all of our and the guarantors' assets
(including the capital stock of O'Sullivan Industries) other than accounts receivable, inventory, capital stock of our
subsidiary guarantors, deposit accounts, certain books and records and certain licenses, and on a second-priority
basis by substantially all of our and the guarantors' accounts receivable, inventory, certain books and records and
certain licenses. See "Description of Exchange Notes—Security." Our obligations under the new credit facility are
secured on a first-priority basis by substantially all of our and the guarantors' accounts receivable, inventory, deposit
accounts, certain books and records and certain licenses. The lenders under our new credit facility are entitled to
receive proceeds from any realization of the collateral in which they have a first priority interest to repay their
obligations in full before the holders of the notes will be entitled to any recovery from such collateral.

As of September 30, 2003, we had approximately $14.0 million of letters of credit issued against our new
credit agreement, notes with a principal value of $100.0 million outstanding and other debt with a principal value of
approximately $110.0 million. Our September 30, 2003 cash balance was approximately $14.3 million. No
appraisals of any collateral have been prepared in connection with this offering. The value of the collateral at any
time will depend on market and other economic conditions, including the availability of suitable buyers for the
collateral. By their nature some or all of the pledged assets may be illiquid and may have no readily ascertainable
market value. We cannot assure you that the fair market value of the collateral as of the date of this prospectus
exceeds the principal amount of the debt secured thereby. The value of the assets pledged as collateral for the notes
could be impaired in the future as a result of changing economic conditions, our failure to implement our business
strategy, competition and other future trends.

It may be difficult to realize the value of the collateral pledged to secure the notes.

The security interest of the trustee is subject to practical problems generally associated with the realization
of security interests in collateral. For example, the trustee may need to obtain the consent of a third party to obtain or
enforce a security interest in a contract. We cannot assure you that the trustee will be able to obtain any such
consent. If the trustee exercises its rights to foreclose on certain assets, transferring required government approvals
to, or obtaining new approvals by, a purchaser of assets may require governmental proceedings with consequent
delays.

The collateral securing the notes could be impaired in the event we were to file for bankruptcy.

Upon the occurrence of an event of default, the trustee will have certain rights to foreclose upon and sell
the collateral. See "Description of Exchange Notes—Security." This right to foreclose, however, would be subject
to limitations under applicable bankruptcy law if we become subject to a bankruptcy proceeding. Under the United
States Bankruptcy Code, a secured creditor, such as the trustee, is prohibited from repossessing its security from a
debtor in a bankruptcy case, or from disposing of security repossessed from a debtor, without bankruptcy court
approval. Moreover, bankruptcy law permits the debtor to continue to retain and to use collateral, and the proceeds,
products, rents or profits of the collateral, even though the debtor is in default under the applicable debt instruments,
provided that the secured creditor is given "adequate protection." The meaning of the term "adequate protection"
may vary according to circumstances, but it is intended in general to protect the value of the secured creditor's
interest in the collateral and may include cash payments or the granting of additional security, if and at such time as
the court in its discretion determines, for any diminution in the value of the collateral as a result of the stay or
repossession or disposition or any use of the collateral by the debtor during the pendency of the bankruptcy case. In
view of the broad discretionary powers of a bankruptcy court, it is impossible to predict how long payments under
the notes could be delayed following commencement of a bankruptcy case, whether or when the trustee would
repossess or dispose of the collateral, or whether or to what extent holders of the notes would be compensated for
any delay in payment or loss of value of the collateral through the requirements of "adequate protection.”" In certain
circumstances, the security documents require the holders to waive this right to adequate protection. Furthermore, in
the event the bankruptcy court determines that the value of the collateral is not sufficient to repay all amounts due on
the notes, the holders of the notes would have "undersecured claims" as to the difference. Federal bankruptcy laws
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do not permit the payment or accrual of interest, costs, and attorneys' fees for "undersecured claims" during the
debtor's bankruptcy case.

Any future pledge of collateral might be avoidable by a trustee in bankruptcy.

Any future pledge of collateral in favor of the trustee, including pursuant to security documents delivered
after the date of the indenture, might be avoidable by the pledgor (as debtor in possession) or by its trustee in
bankruptcy if certain events or circumstances exist or occur, including, among others, if the pledgor is insolvent at
the time of the pledge, the pledge permits the holders of the notes to receive a greater recovery than if the pledge had
not been given and a bankruptcy proceeding in respect of the pledgor is commenced within 90 days following the
pledge, or, in certain circumstances, a longer period.

Rights of holders of notes in the collateral may be adversely affected by the failure to perfect security interests in
certain collateral.

The security interest in the collateral securing the notes includes certain domestic assets, both tangible and
intangible, whether now owned or acquired or arising in the future. Applicable law requires that certain property and
rights acquired after the grant of a general security interest can only be perfected at the time such property and rights
are acquired and identified. There can be no assurance that the trustee will monitor the future acquisition of property
and rights that constitute collateral, and that the necessary action will be taken to properly perfect the security
interest in such after acquired collateral. Such failure may result in the loss of the security interest therein or the
priority of the security interest in favor of the notes against third parties.

Our new credit facility and the indentures impose certain restrictions. Failure to comply with any of these
restrictions could result in acceleration of our debt. Were this to occur, we would not have sufficient cash to pay
our accelerated indebtedness.

The operating and financial restrictions and covenants in our debt agreements, including the new credit
facility, the indenture governing our senior subordinated notes and the indenture governing our notes, may adversely
affect our ability to finance future operations or capital needs or to engage in other business activities. The new
credit facility and the indentures restrict our ability to, among other things:

e declare dividends or redeem or repurchase capital stock;

e prepay, redeem or purchase other debt;

e incur liens;

e make loans and investments;

e incur additional indebtedness;

e amend or otherwise alter debt and other material agreements;

e make capital expenditures;

e engage in mergers, acquisitions or asset sales;

e transact with affiliates; and

alter the business we conduct.

A failure to comply with the restrictions contained in the new credit facility could lead to an event of
default which could result in an acceleration of the indebtedness. Such an acceleration would constitute an event of
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default under the indentures. A failure to comply with the restrictions in the indentures could result in an event of
default under the indentures. We cannot assure you that our future operating results will be sufficient to enable
compliance with the covenants in the new credit facility, the indentures or other indebtedness or to remedy any such
default. In addition, in the event of an acceleration, we may not have or be able to obtain sufficient funds to make
any accelerated payments, including those under the notes. See "Description of Senior Secured Revolving Credit
Facility," "Description of Other Indebtedness" and "Description of Exchange Notes."

Fraudulent conveyance laws permit courts to void guarantees and liens securing guarantees and require
noteholders to return payments received from guarantors in specific circumstances.

Under the federal bankruptcy law and comparable provisions of state fraudulent transfer laws, a guarantee
could be voided, or claims in respect of a guarantee could be subordinated to all other debts of a guarantor if, among
other things, the guarantor, at the time it incurred the indebtedness evidenced by its guarantee:

e received less than reasonably equivalent value or fair consideration for the issuance of such guarantee,
and was insolvent or rendered insolvent by reason of such incurrence; or

e was engaged in a business or transaction for which the guarantor's remaining assets constituted
unreasonably small capital; or

e intended to incur or believed that it would incur, debts beyond its ability to pay such debts as they
mature.

In addition, any payment by that guarantor pursuant to its guarantee could be voided and required to be
returned to the guarantor, or to a fund for the benefit of the creditors of the guarantor.

The measures of insolvency for purposes of these fraudulent transfer laws will vary depending upon the
law applied in any proceeding to determine whether a fraudulent transfer has occurred. Generally, however, a
guarantor would be considered insolvent if:

o the sum of its debts, including contingent liabilities, were greater than the fair saleable value of all of
its assets; or

o the present fair saleable value of its assets were less than the amount that would be required to pay its
probable liability on its existing debts, including contingent liabilities, as they become absolute and
mature; or

e it could not pay its debts as they become due.

On the basis of historical information, recent operating history and other factors, we believe that each
guarantor, after giving effect to its guarantee of these notes and the transactions, will not be insolvent, will not have
unreasonably small capital for the business in which it is engaged and will not have incurred debts beyond its ability
to pay such debts as they mature. We cannot assure you, however, as to what standard a court would apply in
making such determinations or that a court would agree with our conclusions in this regard.

We may be unable to finance a change of control offer.

If certain change of control events occur, we will be required to make an offer for cash to purchase the
notes at 101% of their principal amount at maturity, plus accrued and unpaid interest and additional interest, if any.
However, we cannot assure you that we will have the financial resources necessary to repurchase the notes upon a
change of control or that we will have the ability to obtain the necessary funds on satisfactory terms, if at all. A
change of control would result in an event of default under our new credit facility and may result in a default under
other of our indebtedness that may be incurred in the future. The new credit facility prohibits the purchase of
outstanding notes prior to repayment of the borrowings under the new credit facility and any exercise by the holders
of the notes of their right to require us to repurchase the notes will cause an event of default under our new credit
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facility. In addition, certain important corporate events, such as leveraged recapitalizations that would increase the
level of our indebtedness, would not constitute a "Change of Control" under the indenture. See "Description of
Exchange Notes—Repurchase at Option of Holders—Change of Control."

Despite our current levels of debt, we may still incur more debt and increase the risks described above.

We may be able to incur significant additional indebtedness in the future. If we or our subsidiaries add new
debt to our current debt levels, the related risks that we and they now face could intensify, making it less likely that
we will be able to fulfill our obligations to holders of our senior secured notes. None of the agreements governing
our indebtedness completely prohibits us or our subsidiaries from doing so. The new credit facility permits
borrowings of up to $40.0 million.

If an active trading market does not develop for these notes you may not be able to resell them.

We do not intend to apply for listing of the old notes or the exchange notes on any securities exchange or
for quotation through the National Association of Securities Dealers Automated Quotation (the "Nasdaq") system.
We expect that the exchange notes will continue to be eligible for trading in the Private Offerings, Resales and
Trading through Automated Linkages ("PORTAL") market. The initial purchaser has informed us that it currently
intends to make a market in the old notes and exchange notes. However, the initial purchaser is not obligated to do
so and may discontinue any such market-making at any time without notice.

The liquidity of any market for the notes will depend upon various factors, including:

e the number of holders of the notes;

e the interest of securities dealers in making a market for the notes;

e the overall market for high yield securities;

e our financial performance or prospects; and

e the prospects for companies in our industry generally.

Accordingly, we cannot assure you that a market or liquidity will develop or be maintained for the notes.

Historically, the market for non-investment grade debt has been subject to disruptions that have caused
substantial volatility in the prices of securities similar to the notes. We cannot assure you that the market for the
notes, if any, will not be subject to similar disruptions. Any such disruptions may adversely affect you as a holder of
the notes.
Risk Factors Related to our Company
Continued reductions in retail sales could reduce our sales, especially if the reductions occur in the industries
that we believe contribute to the growth of the RTA furniture industry and could reduce our ability to pay our
debts.

Most of our sales are to major retail chains. If there is a reduction in the overall level of retail sales, our
sales could also decline and our ability to pay our debts could be reduced. We believe that retail sales of RTA
furniture increased from fiscal 1995 through fiscal 2000 in part because of an increase in sales of personal

computers and home entertainment electronic equipment. The slowdown in growth of sales of these products have
hurt our sales since fiscal 2001 and will continue to lower sales in fiscal 2004.
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O'Sullivan Holdings' payments to RadioShack under the tax sharing agreement could reduce our liquidity.

Because of the arbitration panel's ruling and the subsequent settlement agreement in the arbitration
proceedings between RadioShack and O'Sullivan Holdings, payments by O'Sullivan Holdings to RadioShack under
the tax sharing agreement have increased substantially. In fiscal 2002, O'Sullivan Holdings paid RadioShack $27.7
million, representing amounts due from November 1999 through June 2002. In fiscal 2003, O'Sullivan Holdings
paid RadioShack $9.3 million. As of June 30, 2003 and September 30, 2003, the maximum amount payable to
RadioShack under the tax sharing agreement was approximately $72.1 million. The maximum amounts due
RadioShack under the tax sharing agreement are $11.6 million, $10.5 million and $11.3 million in fiscal 2004, fiscal
2005 and fiscal 2006, respectively. The funds for those payments have come, and funds for future payments will
continue to come, from O'Sullivan Industries. We plan to fund these increased payment obligations to O'Sullivan
Holdings from cash flows from operating activities, cash on hand, borrowing under the new credit facility or other
sources of capital, if available.

Our operating income would be reduced if the prices our suppliers charge us for raw materials increase.

We are dependent on outside suppliers for all of our raw material needs and are subject to changes in the
prices charged by our suppliers. If these prices were to increase significantly our gross profit would be reduced and
could in turn lead to our being unable to service our indebtedness.

In the past, our profits have been reduced by increases in prices of particleboard and fiberboard. Industry
pricing for particleboard was flat to slightly lower in fiscal 2002 and the first half of fiscal 2003. We saw small
increases in particleboard pricing in the third quarter of fiscal 2003 and another increase in the first quarter of fiscal
2004. Prices for fiberboard increased in the fourth quarter of fiscal 2002, but declined slightly in fiscal 2003. If
business conditions improve in fiscal 2004, or if particleboard or fiberboard manufacturers curtail supply through
plant closings or otherwise, our prices for particleboard and fiberboard may increase. We will try to offset any price
increases through cost savings, production efficiencies and the eventual inclusion of the higher costs in our selling
prices, but these efforts may not be successful or sufficient.

Because we sell products to a small number of customers, our sales could be significantly reduced if one of our
major customers reduced its purchases of our products or was unable to fulfill its financial obligations to us. If
this were to happen, our ability to pay our debts may be significantly affected.

Our sales are concentrated among a relatively small number of customers. Any of our major customers can
stop purchasing product from us or significantly reduce their purchases at any time. During fiscal year 2003, our
three largest customers, OfficeMax, Office Depot and Wal-Mart accounted for approximately 44% of our gross
sales. We do not have long term contracts with any of our customers and our sales depend on our continuing ability
to deliver attractive products at reasonable prices. Reduced orders from some of our largest customers significantly
reduced our sales in fiscal 2002 and 2003. We have recently been informed by Best Buy that they intend to reduce
orders of particleboard based furniture. As a result, we expect our sales to Best Buy will decline significantly.
Further, Montgomery Ward closed all of its stores in fiscal 2001, Ames closed all of its stores in 2002 and Kmart
closed approximately 600 stores during its reorganization under the United States Bankruptcy Code in 2002-2003.
We cannot assure you that our other customers will not experience similar financial difficulties in the future.

There can be no assurance that we will be able to maintain our current level of sales to these customers or
that we will be able to sell our products to other customers on terms that will be favorable. The loss of, or substantial
decrease in the amount of purchases by, or a write-off of any significant receivables due from, any of our major
customers would have a material adverse effect on our business, results of operations, liquidity and financial
condition.

At June 30, 2003, our largest five customer accounts receivable balances comprised approximately 62% of
our net trade receivables balance. The bankruptcies of Ames in August 2001 and Kmart in January 2002 caused us
to increase our reserves for doubtful accounts by $1.5 million in the fourth quarter of fiscal 2001 and $700,000 in
the second quarter of fiscal 2002, respectively.
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We operate in a highly competitive market which may force us to reduce margins, reducing our cash flows and
our ability to pay our debts.

The industry in which we operate is highly competitive. Some of our competitors are significantly larger
and have greater financial, marketing and other resources than we do. Because of lower sales of RTA furniture
generally and an increase in imports, a number of manufacturers, including us, have excess capacity. The
competitive nature of our industry has led and could continue to lead to smaller profit margins due to competitive
pricing policies or excess capacity. If this were to occur, our cash flows and our ability to pay our debts may be
reduced. This competitive pressure could be further exacerbated if additional excess manufacturing capacity
develops in the RTA furniture industry due to over-expansion by manufacturers, further reduction in demand or
otherwise. Foreign manufacturers entering the United States market are also increasing competition in our markets.

We are at risk that users of our products will sue us for product liability. If we were unable to successfully defend
ourselves against some product liability lawsuits, our success and our ability to pay our debts may be reduced.

All of our products are designed for use by consumers. Like other manufacturers of similar products, we
are subject to product liability claims and could be subject to class action litigation with respect to our products. If
we were unable to successfully defend ourselves against certain product liability lawsuits, our success and ability to
pay our debts may be adversely affected. We are party to various pending product liability claims and legal actions
arising in the ordinary operation of our business. Our liability insurance may not be adequate for our needs, and we
may not be fully insured against any particular lawsuit which may adversely affect us.

We may be liable for penalties under environmental, health and safety laws, rules and regulations. This could
negatively affect our success and our ability to pay our debts.

We are subject to many federal, state and local, environmental, health and safety laws, regulations and
ordinances including the requirements and standards of the United States Consumer Products Safety Commission
and the Occupational Health and Safety Act. Violations of environmental, health and safety laws are subject to civil,
and in some cases criminal, sanctions. We have made and will continue to make capital and other expenditures in
order to comply with these laws and regulations. However, the requirements of these laws and regulations are
complex, change frequently, and could become more stringent in the future. We cannot predict what environmental
legislation or regulations will be enacted in the future, how existing or future laws or regulations will be
administered or interpreted or what environmental conditions may be found to exist. These costs and expenses may
adversely affect our success and ability to pay our debts.

Our manufacturing facilities ship waste products to various disposal sites. To the extent that these waste
products include hazardous substances that could be discharged into the environment at these disposal sites or
elsewhere, we are potentially subject to laws that provide for responses to, and liability for, releases of hazardous
substances into the environment and liability for natural resource damages. One example of these laws is the federal
Comprehensive Environmental Response, Compensation and Liability Act. Generally, liability under this act is joint
and several and is determined without regard to fault. In addition to the Comprehensive Environmental Response,
Compensation and Liability Act, similar state or other laws and regulations may impose the same or even broader
liability for releases of hazardous substances. Because these laws could subject us to liability even if we are not at
fault, it is difficult for us to estimate the cost of complying with them.

The interests of our controlling stockholders may be in conflict with interests of the holders of our indebtedness.
This conflict could result in corporate decision making that involves disproportionate risks to the holders of our
indebtedness, including our ability to service our debts or pay the principal amount of indebtedness when due.

O'Sullivan Holdings owns 100% of our common stock. Bruckmann, Rosser, Sherrill & Co. II, L.P. ("BRS")
owns securities representing approximately 72.7% of the voting power of the outstanding common stock of
O'Sullivan Holdings. Pursuant to the stockholders agreement among O'Sullivan Holdings, BRS and certain other of
our stockholders, BRS has the right to appoint five directors to the board of directors of O'Sullivan Holdings. As a
result, directors appointed by BRS will be in a position to control all matters affecting us. Such concentration of
ownership may have the effect of preventing a change in control. As a result, BRS will continue to have the ability
to elect and remove directors and determine the outcome of matters presented for approval by our stockholders. In
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addition, there may be circumstances where the interests of BRS could be in conflict with the interests of the holders
of our indebtedness. For example, BRS may have an interest in pursuing transactions that, in their judgment, could
enhance their equity investment, even though these transactions might involve risks to the holders of our
indebtedness. See "Security Ownership of Certain Beneficial Owners."

If our key personnel were to leave, our success could be negatively affected and our ability to service our debts
could be adversely affected.

Our continued success is dependent, to a certain extent, upon our ability to attract and retain qualified
personnel in all areas of our business, including management positions and key sales positions, especially those
positions servicing our major customers. Members of the O'Sullivan family in particular have been instrumental in
the development of our business and the implementation of our corporate strategy. We do not have employment
agreements with any of our officers or key personnel located in the United States and we do not carry key person life
insurance on any of our employees. We may not be able to keep existing personnel, including O'Sullivan family
members, or be able to attract qualified new personnel. Our inability to do so could have a negative effect on us as
we may be unable to efficiently and effectively run our business without these key personnel. See "Management—
Directors and Executive Officers."

We rely heavily on product innovation.

Product life cycles can be short in the RTA furniture industry, and innovation is an important component of
the competitive nature of the industry. While we emphasize new product innovation and product repositioning (i.e.,
design changes or revised marketing strategies), we may be unable to continue to develop competitive products in a
timely manner or to respond adequately to market trends. In addition, we may not be able to ensure that repositioned
products will gain initial market acceptance, that interest in our products will be sustained, or that significant start-up
costs with respect to new products will be recouped.

Our net sales are highly price sensitive, which can prevent us from passing cost increases on to our customers.

Sales to mass retailers, which are among our primary customers, are highly price sensitive. We set many
product prices on an annual basis but we typically purchase raw materials and components under purchase orders
within periods of less than one year. Accordingly, we often must set prices for many products before production
costs have been firmly established, before we have complete knowledge of the costs of raw materials and
components and sometimes before product development is complete. After we have established prices, we generally
are unable to pass cost increases along to our customers, nor can we compete as effectively if we seek to pass such
costs along.

22

JASEC\FY 2004\S-4\Form S-4 draft 10.doc



USE OF PROCEEDS

This exchange offer is intended to satisfy our obligations under the registration rights agreement. We will
not receive any cash proceeds from the issuance of the exchange notes. In consideration for issuing the exchange
notes contemplated in this prospectus, we will receive outstanding securities in like principal amount, the form and
terms of which are the same as the form and terms of the exchange notes, except as otherwise described in this
prospectus. The old notes surrendered in exchange for exchange notes will be retired and canceled. Accordingly,
no additional debt will result from the exchange. We have agreed to bear the expense of the exchange offer.

The gross proceeds from the sale of the old notes were approximately $95.0 million. We used the net
proceeds, together with funds from borrowings under our new credit facility, as follows

Uses:

Repay old credit facility § 883
Transaction fees and expenses 5.0
Excess cash 1.7
Total uses 95.0
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THE EXCHANGE OFFER
Purpose of the Exchange Offer

Simultaneously with the sale of the old notes, we entered into a registration rights agreement with Credit
Suisse First Boston. In the registration rights agreement, we agreed, among other things, (i) to file a registration
statement with the SEC as soon as practicable after the issuance of the old notes, but in no event later than 90 days
after the issuance of the old notes and (ii) to use our reasonable best efforts to cause such registration statement to be
declared effective by the SEC at the earliest possible time, but in no event later than 180 days after the issuance of
the old notes. We also agreed to use our best efforts to cause the exchange offer to be consummated on the earliest
practicable day after the registration statement is declared effective, but in no event later than 30 days after the
exchange registration statement is declared effective, unless required by the Securities Act or the Exchange Act. A
copy of the registration rights agreement has been filed as an exhibit herewith.

We are conducting the exchange offer to satisfy our contractual obligations under the registration rights
agreement. The form and terms of the exchange notes are the same as the form and terms of the old notes, except
that the exchange notes will be registered under the Securities Act, and holders of the exchange notes will not be
entitled to the payment of any additional amounts pursuant to the terms of the registration rights agreement, as
described below.

The registration rights agreements provides that, promptly after the registration statement has been declared
effective, we will offer to holders of the old notes the opportunity to exchange their existing notes for exchange
notes having a principal amount, interest rate, maturity date and other terms substantially identical to the principal
amount, interest rate, maturity date and other terms of their old notes. We will keep the exchange offer open for at
least 30 days (or longer if we are required to by applicable law) after the date notice of the exchange offer is mailed
to the holders of the old notes and use our reasonable best efforts to complete the exchange offer no later than 30
days after the exchange registration statement is declared effective. The exchange notes will be accepted for
clearance through the DTC, Clearstream, Luxembourg and the Euroclear System with a new CUSIP and ISIN
number and common code. All of the documentation prepared in connection with the exchange offer will be made
available at the offices of The Bank of New York, our exchange agent.

Based on existing interpretations of the Securities Act by the staff of the SEC, we believe that the holders
of the exchange notes (other than holders who are broker-dealers) may freely offer, sell and transfer the exchange
notes. However, holders of old notes who are our affiliates, who intend to participate in the exchange offer for the
purpose of distributing the exchange notes, or who are broker-dealers who purchased the old notes from us for
resale, may not freely offer, sell or transfer the old notes, may not participate in the exchange offer and must comply
with the registration and prospectus delivery requirements of the Securities Act in connection with any offer, sale or
transfer of old notes.

Each holder of old notes who is eligible to and wishes to participate in the exchange offer will be required
to represent that it is not our affiliate, that it is not a broker-dealer tendering securities directly acquired from us for
its own account and that it acquired the old notes and will acquire the exchange notes in the ordinary course of its
business and that it has no arrangement with any person to participate in the distribution of the exchange notes. In
addition, any broker-dealer who acquired the old notes for its own account as a result of market-making or other
trading activities must deliver a prospectus (which may be the prospectus contained in the registration statement if
the broker-dealer is not reselling an unsold allotment of old notes) meeting the requirements of the Securities Act in
connection with any resales of the exchange notes. We will agree to provide sufficient copies of the latest version of
such prospectus to such broker-dealers, if subject to similar prospectus delivery requirements for a period ending on
the earlier of (i) 180 days from the date on which the exchange offer is consummated (ii) the date on which a broker-
dealer is no longer required to deliver a prospectus in connection with market-making or other trading activities.

If,
(i) we are not permitted to consummate the Exchange Offer because the Exchange Offer is not permitted by

applicable law or Commission policy; or
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(1) any Holder of Transfer Restricted Securities notifies us prior to the 20th day following consummation
of the exchange offer that (a) it is prohibited by law or Commission policy from participating in the Exchange Offer;
(b) that it may not resell the exchange notes acquired by it in the exchange offer to the public without delivering a
prospectus and this prospectus is not appropriate or available for such resales; or (c) that it is a broker-dealer and
owns old notes acquired directly from the Issuer or an affiliate of the Issuer,

then we shall promptly deliver to the holders and the trustee written notice thereof, or give notice and shall file a
shelf registration covering the resale of the affected securities within 30 days after the shelf notice is given to the
holders and shall use our reasonable best efforts to cause the shelf registration to be effective under the Securities
Act on or prior to the 60th day after the shelf notice is given.

We will use our reasonable best efforts to keep effective the shelf registration statement until the earlier of
(1) two years following the effective date of the initial shelf registration statement or (ii) the time when all of the
securities have been sold thereunder or are no longer restricted securities.

In the event that a shelf registration statement is filed, we will provide to each affected holder copies of the
prospectus that is a part of the shelf registration statement, notify each affected holder when the shelf registration
statement has become effective and take certain other actions as are required to permit unrestricted resales of the
securities. A holder that sells securities pursuant to the shelf registration statement will be required to be named as a
selling security holder in the prospectus and to deliver a prospectus to purchasers. A selling holder will also be
subject to certain of the civil liability provisions under the Securities Act in connection with sales and will be bound
by the provisions of the registration rights agreement that are applicable to it, including certain indemnification
rights and obligations.

If we are permitted under SEC rules to conduct the exchange offer and we have not filed an exchange offer
registration statement or a shelf registration statement by a specified date, if the exchange offer registration
statement or the shelf registration statement is not declared effective by a specified date, or if either we have not
consummated the exchange offer within a specified period of time or, if applicable, we do not keep the shelf
registration statement effective from a specified period of time, then, in addition to the interest otherwise payable on
the notes, the interest that is accrued and payable on the principal amount of the old notes will increase by $0.05 per
week per $1,000 in principal amount of old notes. The amount of interest shall increase by an additional $0.05 per
week per $1,000 principal amount of old notes with respect to each subsequent 90-day period until the requirement
is satisfied, up to a maximum amount of interest of $0.25 per week per $1,000 in principal amount of old notes.
Upon the filing of the registration statement, the effectiveness of the exchange offer registration statement, the
consummation of the exchange offer or the effectiveness of the shelf registration statement, as the case may be, the
additional interest will cease to accrue from the date of filing, effectiveness or consummation, as the case may be.

If a registration statement is declared effective and we fail to keep it continuously effective or useable for
resales for the period required by the registration rights agreement, then from the day that the registration statement
ceases to be effective until the earlier of the date that the registration statement is again deemed effective or is
useable, the date that is the second anniversary of our issuance of these securities (or, if Rule 144(k) under the
Securities Act is amended to provide a shorter restrictive period, the shorter period) or the date as of which all of the
applicable securities are sold pursuant to the shelf registration statement, the interest that is accrued and payable on
the principal amount of the existing notes will increase by $0.05 per week per $1,000 in principal amount of old
notes. The amount of interest shall increase by an additional $0.05 per week per $1,000 principal amount of old
notes with respect to each subsequent 90-day period until the requirement is satisfied, up to a maximum amount of
interest of $0.25 per week per $1,000 in principal amount of old notes.

Any additional amounts will be payable in cash on January 15 and July 15 of each year to the holders of
record on the preceding January 1 and July 1, respectively.

Terms of the Exchange Offer
Upon the terms and subject to the conditions set forth in this prospectus and in the letter of transmittal, we

will accept any and all old notes validly tendered and not withdrawn prior to 5:00 p.m., New York City time, on the
expiration date of the exchange offer. We will issue $1,000 principal amount of exchange notes in exchange for
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each $1,000 principal amount of old notes accepted in the exchange offer. Holders may tender some or all of their
old notes pursuant to the exchange offer. However, old notes may be tendered only in integral multiples of $1,000.

The form and terms of the exchange notes are the same as the form and terms of the existing notes except
that:

(i) the exchange notes bear a series B designation and a different CUSIP number from the old notes;

(i1) the exchange notes have been registered under the Securities Act and will therefore not bear
legends restricting their transfer; and

(iii) the holders of the exchange notes will be deemed to have agreed to be bound by the provisions of
the registration rights agreement and each security will bear a legend to that effect.

The exchange notes will evidence the same debt as the outstanding securities and will be entitled to the benefits of
the indenture.

Holders of old notes do not have any appraisal or dissenters' rights under the Delaware General
Corporations Law, or the indenture in connection with the exchange offer. We intend to conduct the exchange offer
in accordance with the applicable requirements of the Exchange Act and the rules and regulations of the SEC.

We will be deemed to have accepted validly tendered old notes when, as and if we have given oral or
written notice of our acceptance to the exchange agent. The exchange agent will act as agent for the tendering
holders for the purpose of receiving the exchange notes from us.

If any tendered old notes are not accepted for exchange because of an invalid tender, the occurrence of
specified other events set forth in this prospectus or otherwise, the certificates for any unaccepted old notes will be
returned, without expense, to the tendering holder as promptly as practicable after the expiration date of the
exchange offer.

Holders who tender old notes in the exchange offer will not be required to pay brokerage commissions or
fees or, subject to the instructions in the letter of transmittal, transfer taxes with respect to the exchange of existing
notes pursuant to the exchange offer. We will pay all charges and expenses, other than transfer taxes in certain
circumstances, in connection with the exchange offer. See "—Fees and Expenses."

Expiration Date; Extensions; Amendments

The term "expiration date" will mean 5:00 p.m., New York City time, on , 2004, unless we, in our

sole discretion, extend the exchange offer, in which case the term "expiration date" will mean the latest date and

time to which the exchange offer is extended.

To extend the exchange offer, prior to 9:00 a.m., New York City time, on the next business day after the
previously scheduled expiration date, we will:

(1) notify the exchange agent of any extension by oral notice (promptly confirmed in writing) or
written notice, and

(2)  mail to the registered holders an announcement of any extension.
We reserve the right, in our sole discretion,
(1) if any of the conditions below under the heading "—Conditions" shall have not been satisfied,

(A) to delay accepting any old notes,
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(B) to extend the exchange offer, or
(C) to terminate the exchange offer, or
(2)  to amend the terms of the exchange offer in any manner.

Any delay in acceptance, extension, termination or amendment will be followed as promptly as practicable by oral
or written notice to the registered holders. We will give oral notice (promptly confirmed in writing) or written
notice of any delay, extension or termination to the exchange agent.

Interest on the Exchange Notes

The exchange notes will bear interest from their date of issuance. Holders of existing notes that are
accepted for exchange will receive, in cash, accrued interest thereon to, but not including, the date of issuance of the
exchange notes. Such interest will be paid with the first interest payment on the exchange notes on January 15,
2004. Interest on the old notes accepted for exchange will cease to accrue upon issuance of the exchange notes.

Interest on the exchange notes is payable semi-annually on each January 15 and July 15, commencing on
January 15, 2004.

Procedures for Tendering Existing Notes

Only a holder of old notes may tender old notes in the exchange offer. To tender in the exchange offer, a
holder must:

e complete, sign and date the letter of transmittal, or a facsimile of the letter of transmittal;

e have the signatures on the letter of transmittal guaranteed if required by the letter of transmittal or
transmit an agent's message in connection with a book-entry transfer; and

e mail or otherwise deliver the letter of transmittal or the facsimile, together with the old notes and any
other required documents, to be received by the exchange agent prior to 5:00 p.m., New York City
time, on the expiration date.

To tender old notes effectively, the holder must complete a letter of transmittal or an agent's message and
other required documents and the exchange agent must receive all the documents prior to 5:00 p.m., New York City
time, on the expiration date. Delivery of the old notes shall be made by book-entry transfer in accordance with the
procedures described below. Confirmation of the book-entry transfer must be received by the exchange agent prior
to the expiration date.

The term "agent's message" means a message, transmitted by a book-entry transfer facility to, and received
by, the exchange agent forming a part of a confirmation of a book-entry, which states that the book-entry transfer
facility has received an express acknowledgment from the participant in the book-entry transfer facility tendering the
outstanding securities that the participant has received and agrees:

(1)  to participate in ATOP;
(2)  to be bound by the terms of the letter of transmittal; and

(3) that we may enforce the agreement against the participant.

By executing the letter of transmittal, each holder will make to us the representations set forth above in the
fifth paragraph under the heading See"—Purpose of the Exchange Offer."
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The tender by a holder and the acceptance of the tender by us will constitute agreement between the holder
and us in accordance with the terms and subject to the conditions set forth in this prospectus and in the letter of
transmittal or agent's message.

The method of delivery of the existing notes and the letter of transmittal or agent’s message and all other
required documents to the exchange agent is that the election and sole risk of the holder. As an alternative to
delivery by mail, holders may wish to consider overnight or hand delivery service. In all cases, sufficient time
should be allowed to assure delivery to the exchange agent before the expiration date. No letter of transmittal or old
notes should be sent to us. Holders may request their respective brokers, dealers, commercial banks, trust
companies or nominees to effect the above transactions for them

Any beneficial owner whose old notes are registered in the name of a broker, dealer, commercial bank,
trust company or other nominee and who wishes to tender should contact the registered holder promptly and instruct
the registered holder to tender on the beneficial owner's behalf. See "Instructions to Registered Holder and/or Book-
Entry Transfer Facility Participant from Beneficial Owner" included with the letter of transmittal.

An institution that is a member firm of the Medallion system must guarantee signatures on a letter of
transmittal or a notice of withdrawal unless the old notes are tendered:

(1) Dby a registered holder who has not completed the box entitled “Special Registration
Instructions™ or “Special Delivery Instructions” on the letter of transmittal; or

(2)  for the account of a member firm of the Medallion system.

If the letter of transmittal is signed by a person other than the registered holder of any existing notes listed
in that letter of transmittal, the old notes must be endorsed or accompanied by a properly completed bond power,
signed by the registered holder as the registered holder's name appears on the old notes. An institution that is a
member firm of the Medallion System must guarantee the signature.

If the letter of transmittal or any old notes or bond powers are signed by trustees, executors, administrators,
guardians, attorneys-in-fact, offices of corporations or others acting in a fiduciary or representative capacity, the
person signing should so indicate when signing, and evidence satisfactory to us of its authority to so act must be
submitted with the letter of transmittal.

We understand that the exchange agent will make a request promptly after the date of this prospectus to
establish accounts with respect to the outstanding securities at DTC for the purpose of facilitating the exchange
offer, and subject to the establishment of this account, any financial institution that is a participant in DTC's system
may make book-entry delivery of outstanding securities by causing DTC to transfer the old notes into the exchange
agent's account with respect to the old notes in accordance with DTC's procedures for the transfer. Although
delivery of the old notes may be effected through book-entry transfer into the exchange agent's account at DTC,
unless an agent's message is received by the exchange agent in compliance with ATOP, an appropriate letter of
transmittal properly completed and duly executed with any required signature guarantee and all other required
documents must in each case be transmitted to and received or confirmed by the exchange agent at its address set
forth below on or prior to the expiration date, or, if the guaranteed delivery procedures described below are
complied with, within the time period provided under the procedures. Delivery of documents to DTC does not
constitute delivery to the exchange agent.

All questions as to the validity, form, eligibility, including time of receipt, acceptance of tendered old notes
and withdrawal of tendered old notes will be determined by us in our sole discretion, which determination will be
final and binding. We reserve the absolute right to reject any and all old notes not properly tendered or any existing
notes our acceptance of which would, in the opinion of our counsel, be unlawful. We also reserve the right in our
sole discretion to waive any defects, irregularities or conditions of tender as to particular old notes. Our
interpretation of the terms and conditions of the exchange offer, including the instructions in the letter of transmittal,
will be final and binding on all parties. Unless waived, any defects or irregularities in connection with tenders of old
notes must be cured within the time we determine. Although we intend to notify holders of defects or irregularities
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with respect to tenders of old notes, neither we, the exchange agent nor any other person will incur any liability for
failure to give the notification. Tenders of old notes will not be deemed to have been made until the defects or
irregularities have been cured or waived. Any old notes received by the exchange agent that are not properly
tendered and as to which the defects or irregularities have not been cured or waived will be returned by the exchange
agent to the tendering holders, unless otherwise provided in the letter of transmittal, as soon as practicable following
the expiration date.

Guaranteed Delivery Procedures
Holders who wish to tender their outstanding securities and:
(1 whose old notes are not immediately available;

(2) who cannot deliver their old notes, the letter of transmittal or any other required documents to the
exchange agent; or

3) who cannot complete the procedures for book-entry transfer, prior to the expiration date, may
effect a tender if:

1. they tender through an institution that is a member firm of the Medallion System;

2. prior to the expiration date, the exchange agent receives from an institution that is a member
firm of the Medallion System a properly completed and duly executed notice of guaranteed
delivery by facsimile transmission, mail or hand delivery setting forth the name and address
of the holder, the certificate number(s) of the old notes and the principal amount of old notes
tendered, stating that the tender is being made and guaranteeing that, within three New York
Stock Exchange trading days after the expiration date, the letter of transmittal or facsimile
thereof together with the certificate(s) representing the old notes or a confirmation of book-
entry transfer of the old notes into the exchange agent's account at DTC, and any other
documents required by the letter of transmittal will be deposited by the member firm of the
Medallion System with the exchange agent; and

3. the exchange agent receives

(A) such properly completed and executed letter of transmittal or facsimile of the letter of
transmittal,

(B) the certificate(s) representing all tendered old notes in proper form for transfer or a
confirmation of book-entry transfer of the old notes into the exchange agent's account at
DTC, and

© all other documents required by the letter of transmittal

upon three New York Stock Exchange trading days after the expiration date.

Upon request to the exchange agent, we will send a notice of guaranteed delivery to holders who wish to
tender their old notes according to the guaranteed delivery procedures set forth above.

Withdrawal of Tenders

Except as otherwise provided in this prospectus, holders may withdraw tenders of old notes at any time
prior to 5:00 p.m., New York City time, on the expiration date. To withdraw a tender of old notes in the exchange
offer, the exchange agent must receive a letter or facsimile transmission notice of withdrawal at its address set forth
in this prospectus prior to 5:00 p.m., New York City time, on the expiration date of the exchange offer. Any notice
of withdrawal must:

29

JASEC\FY 2004\S-4\Form S-4 draft 10.doc



(1 specify the name of the person having deposited the old notes to be withdrawn;

2) identify the old notes to be withdrawn, including the certificate number(s) and principal amount of
the old notes, or, in the case of old notes transferred by book-entry transfer, the name and number
of the account at DTC to be credited;

3) be signed by the holder in the same manner as the original signature on the letter of transmittal by
which the old notes were tendered, including any required signature guarantees, or be
accompanied by documents of transfer sufficient to have the trustee with respect to the old notes
register the transfer of the old notes into the name of the person withdrawing the tender; and

4 specify the name in which any old notes are to be registered, if different from that of the person
depositing the old notes to be withdrawn.

We will determine all questions as to the validity, form and eligibility, including time of receipt, of such notices.
Our determination will be final and binding on all parties. We will not deem old notes so withdrawn to have been
validly tendered for purposes of the exchange offer. We will not issue exchange notes for withdrawn old notes
unless you validly retender the withdrawn old notes. We will return any old notes which have been tendered but
which are not accepted for exchange to the holder of the old notes at our cost as soon as practicable after
withdrawal, rejection of tender or termination of the exchange offer. You may retender properly withdrawn old
notes by following one of the procedures described above under "—Procedures for Tendering Existing Notes" at any
time prior to the expiration date.

Conditions

Notwithstanding any other term of the exchange offer, we will not be required to accept for exchange, or
issue exchange notes for, any old notes, and may terminate or amend the exchange offer as provided in this
prospectus before the acceptance of the old notes, if:

(1) any action or proceeding is instituted or threatened in any court or by or before any governmental
agency with respect to the exchange offer which, in our sole judgment, might materially impair
our ability to proceed with the exchange offer or any development has occurred in any existing
action or proceeding which may be harmful to us or any of our subsidiaries; or

2) the exchange offer violates any applicable law or any applicable interpretation by the staff of the
SEC; or
3) any governmental approval has not been obtained, which we believe, in our sole discretion, is

necessary for the consummation of the exchange offer as outlined in this prospectus.

If we determine in our sole discretion that any of the conditions are not satisfied, we may

(1) refuse to accept any old notes and return all tendered old notes to the tendering holders;

(2) extend the exchange offer and retain all old notes tendered prior to the expiration of the exchange
offer, subject, however, to the rights of holders to withdraw their old notes (see "—Withdrawal of

Tenders"; or

3) waive the unsatisfied conditions with respect to the exchange offer and accept all properly
tendered old notes that have not been withdrawn.
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Exchange Agent

The Bank of New York has been appointed as the exchange agent for the exchange offer. You should
direct all

executed letters of transmittal,

e  questions,

requests for assistance,

requests for additional copies of this prospectus or of the letter of transmittal, and

requests for Notices of Guaranteed Delivery,

to the exchange agent at the following address:

THE BANK OF NEW YORK
By Overnight Courier or
By Facsimile: By Hand: Registered/Certified Mail:
(212) 298-1915 101 Barclay Street, 7 East 101 Barclay Street, 7 East
Attention: Customer Service New York, New York 10286 New York, New York 10286
Attention: Corporate Trust Operations Attention: Corporate Trust Operations
Reorganization Unit Reorganization Unit

Delivery to an address other than set forth above will not constitute a valid delivery.
Fees and Expenses

We will bear the expenses of soliciting tenders. The principal solicitation is being made by mail; however,
additional solicitation may be made by telephone or in person by our and our affiliates' officers and regular
employees.

We have not retained any dealer-manager in connection with the exchange offer and will not make any
payments to brokers, dealers or others soliciting acceptances of the exchange offer. We will, however, pay the
exchange agent reasonable and customary fees for its services and will reimburse it for its reasonable out-of-pocket
expenses incurred in connection with these services.

We will pay the cash expenses to be incurred in connection with the exchange offer. Such expenses
include fees and expenses of the exchange agent and trustee, accounting and legal fees and printing costs, among
others.

Accounting Treatment

The exchange notes will be recorded at the same carrying value as the old notes, which is the accreted
value, as reflected in our accounting records on the date of exchange. Accordingly, we will not recognize any gain
or loss for accounting purposes as a result of the exchange offer. The expenses of the exchange offer will be
deferred and charged to expense over the term of the exchange notes.

Transfer Taxes

Holders who tender their old notes for exchange will not be obligated to pay any transfer taxes in
connection with the exchange. However, holders who instruct us to register exchange notes in the name of, or

31

JASEC\FY 2004\S-4\Form S-4 draft 10.doc



request that old notes not tendered or not accepted in the exchange offer be returned to, a person other than a
registered tendering holder will be responsible for the payment of any applicable transfer tax on that transfer.

Consequences of Failure to Exchange

The old notes that are not exchanged for exchange notes pursuant to the exchange offer will remain
restricted securities. Accordingly, the old notes may be resold only:

@)) to us upon redemption thereof or otherwise;

2) so long as the outstanding securities are eligible for resale pursuant to Rule 144A, to a person
inside the United States who is a qualified institutional buyer within the meaning of Rule 144A
under the Securities Act in a transaction meeting the requirements of Rule 144A, in accordance
with Rule 144 under the Securities Act, or pursuant to another exemption from the registration
requirements of the Securities Act, which other exemption is based upon an opinion of counsel
reasonably acceptable to us;

3) outside the United States to a foreign person in a transaction meeting the requirements of Rule 904
under the Securities Act; or

@) pursuant to an effective registration statement under the Securities Act,
in each case in accordance with any applicable securities laws of any state of the United States.
Resale of the Exchange Notes

With respect to resales of exchange notes, based on interpretations by the staff of the SEC set forth in no-
action letters issued to third parties, we believe that a holder or other person who receives exchange notes, whether
or not the person is the holder (other than a person that is our affiliate within the meaning of Rule 405 under the
Securities Act) in exchange for old notes in the ordinary course of business and who is not participating, does not
intend to participate, and has no arrangement or understanding with any person to participate, in the distribution of
the exchange notes, will be allowed to resell the exchange notes to the public without further registration under the
Securities Act and without delivering to the purchasers of the exchange notes a prospectus that satisfies the
requirements of Section 10 of the Securities Act. However, if any holder acquires exchange notes in the exchange
offer for the purpose of distributing or participating in a distribution of the exchange notes, the holder cannot rely on
the position of the staff of the SEC expressed in the no-action letters or any similar interpretive letters, and must
comply with the registration and prospectus delivery requirements of the Securities Act in connection with any
resale transaction, unless an exemption from registration is otherwise available. Further, each broker-dealer that
receives exchange notes for its own account in exchange for old notes, where the old notes were acquired by the
broker-dealer as a result of market-making activities or other trading activities, must acknowledge that it will deliver
a prospectus in connection with any resale of the exchange notes.

32

JASEC\FY 2004\S-4\Form S-4 draft 10.doc



CAPITALIZATION

The following table sets forth as of September 30, 2003 our capitalization. This table should be read in
conjunction with "Summary Historical and Other Consolidated Financial Data," "Selected Consolidated Financial
and Other Data" and the historical financial statements and related notes thereto included elsewhere in this
prospectus. See also "Management's Discussion and Analysis of Financial Condition and Results of Operations—
Liquidity and Capital Resources."

(in millions)

Cash and cash equivalents $ 143

Debt (including current installments):
New credit facility(1) $ -
Old credit facility -
Industrial revenue bonds 10.0
Senior secured notes(2) 95.0
Existing senior subordinated notes(3) 95.8
Total debt $ 200.8

Stockholder's deficit (98.6)
Total capitalization $ 102.2

(1) Our new credit facility consists of a five-year senior secured revolving credit facility in an aggregate principal
amount not to exceed $40.0 million. Upon the consummation of the offering of the old notes, the new credit
facility was undrawn; however, there was approximately $14.0 million of letters of credit issued against the new
credit facility as of September 30, 2003.

(2) Represents $100.0 million principal value of the notes, net of $5.0 million unamortized original issue discount.

(3) Represents $100.0 million principal value of our senior subordinated notes, net of approximately $2.7 million
attributable to the value of the warrants issued in connection with the notes and approximately $1.5 million of
unamortized original issue discount.
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SELECTED HISTORICAL CONSOLIDATED FINANCIAL AND OTHER DATA

The following table sets forth our selected historical consolidated financial and other data as of the dates
and for the periods indicated. The selected statement of operations and balance sheet data for the four fiscal years
ended June 30, 2003 and as of June 30, 2003, 2002 and 2001 were derived from our audited consolidated financial
statements. The selected statement of operations and balance sheet data for the fiscal year ended June 30, 1999 and
as of June 30, 2000 and 1999 were derived from our accounting records. The selected unaudited statement of
operations and balance sheet data for the three month periods ended September 30, 2003 and September 30, 2002
were derived from our unaudited consolidated financial statements. You should read the data presented below
together with, and qualified by reference to, our consolidated financial statements and related notes and
"Management's Discussion and Analysis of Financial Condition and Results of Operations," each of which is
included herein.

Three Months Ended
Year Ended June 30, September 30,
1999 2000 2001 2002 2003 2002 2003
(dollars in thousands)
Statement of Operations Data:
Net sales(1) $ 363,678 $ 405234 $ 358,811 $ 349,098 $ 289,152 § 71,557 § 71,464
Cost of sales 267,630 298.387 269.720 254,662 214,977 51,584 57,156
Gross profit 96,048 106,847 89,091 94,436 74,175 19,973 14,308
Operating expenses:
Selling, marketing and
administrative 59,008 64,053 56,461 54,330 45,463 11,998 10,357
Restructuring charge(2) - - 10,506 - 2,049 - -
Compensation expense associated with
stock options(3) - 10,627 - - - - -
Loss on settlement of interests rate
swap — 408 — — — — —
Total operating expenses 59,008 75.088 66,967 54.330 47,512 11,998 10,357
Operating income 37,040 31,759 22,124 40,106 26,663 7,975 3,951
Interest expense, net(4) 2,844 17,445 31,206 25,482 21,530 5,723 6,071
Other financing costs(4) — 476 574 204 445 - 3.294
Income (loss) before income tax
provision (benefit) and cumulative
effect of accounting change 34,196 13,838 (9,656) 14,420 4,688 2,252 (5,414)
Income tax provision (benefit)(5) 12,311 4,982 (3.380) 98,713 — - -
Income (loss) before cumulative effect
of accounting change 21,885 8,856 (6,276) (84,293) 4,688 2,252 (5,414)
Cumulative effect of accounting change,
net of income tax benefit — - (95) — — — —
Net income (loss) § 21885 $ 8856 § (6,371) $ (84,293) $ 4,688 $ 2252 $§ (5414
Other Financial Data:
Cash flows provided by (used for)
operating activities 25,072 40,731 25,016 25,115 13,749 $ (289) $ 3,848
Cash flows provided by (used for)
investing activities (15,554) (17,129) (16,811) (8,644) 1,707 (1,557) (244)
Cash flows provided by (used for)
financing activities (7,588) (15,475) (13,012) (7,754) (23,256) (604) 2,753
Depreciation and amortization 13,962 15,416 14,945 14,530 13,621 3,264 3,312
Capital expenditures 15,554 17,129 16,811 8,044 5,081 1,557 244
Ratio of earnings to fixed charges(6) 11.2x 1.8x 0.7x 1.6x 1.2x 1.4x 0.1x
As of
As of June 30, September 30,
1999 2000 2001 2002 2003 2003
(in thousands)
Balance Sheet Data:
Cash and cash equivalents $ 3,740 $ 11,867 $ 7,060 $ 15,777 $ 7,977 $ 14,334
Total assets 364,029 387,730 356,912 244,150 207,144 212,409
Total debt, less current portion(7) 22,000 235,708 222,386 213,452 189,970 200,846
Total stockholder's equity (deficit) 157,103 (7,857) (14,550) (98,812) (93,523) (98,612)

(1) Net sales and selling, marketing and administrative expense for the fiscal years ended June 30, 1999 through
June 30, 2001 have been adjusted to reflect an accounting pronouncement which requires a classification of
certain selling expenses to a reduction in sales.

34

JASEC\FY 2004\S-4\Form S-4 draft 10.doc



2)

3)

“4)

)

(6)

(7

In fiscal 2001, the restructuring charge related to the January 2001 closure of our Cedar City, Utah facility and a
staff reduction in our Lamar, Missouri headquarters. The $10.5 million charge consisted of approximately $8.7
million of impairment charges against property and equipment, $527,000 of other facility exit costs and
approximately $1.3 million in employee severance costs. In fiscal 2003, the $2.0 million restructuring charge
relates to a further reduction in the carrying value of our Utah facility of $540,000 and approximately $1.5
million for severance charges related to our South Boston, Virginia facility and further staff reductions at our
headquarters.

Represents amounts expensed in connection with the termination of outstanding stock options upon the closing
of the 1999 recapitalization and merger.

We adopted Statement of Financial Accounting Standards ("SFAS") No. 145, Rescission of FASB Statements
No. 4, 44 and 64, Amendment of FASB Statement No. 13 and Technical Corrections effective July 1, 2002. The
pronouncement addresses, in part, the presentation of gains and losses from the extinguishment of debt. We
currently present such items as other financing costs on a pre-tax basis as opposed to an extraordinary item, net
of tax. We reclassified $476,000 of expense incurred in fiscal 2000 in connection with the extinguishment of
debt from an extraordinary item to other financing costs. From 2001 to 2003, we also elected to present certain
other financing costs previously recorded in interest expense as other financing costs and have reclassified prior
periods accordingly. In fiscal 2001, 2002 and 2003, other financing costs are related to amendments to our old
senior credit facility. For the three months ended September 30, 2003, other financing costs represent the
expensing of capitalized loan fees for the old credit facility.

Tax expense for fiscal 2002 includes a $95.5 million valuation allowance recorded in March 2002 against our
net deferred tax asset following the settlement of the dispute related to the tax sharing agreement between
O'Sullivan Holdings and RadioShack Corporation. See "Management's Discussion and Analysis of Financial
Condition and Results of Operation—Company Overview—RadioShack Arbitration and Revised Accounting
for Tax Sharing Agreement with RadioShack."

Earnings used in computing the ratio of earnings to fixed charges consist of pre-tax earnings and fixed charges.
Fixed charges are defined as interest expense related to debt, amortization expense related to deferred financing
costs and a portion of rental charges. Earnings were insufficient to cover fixed charges by $9.7 million and $5.4
million for the fiscal year ended June 30, 2001 and the three months ended September 30, 2003. respectively.

At September 30, 2003, total debt included $100.0 million principal value of the old notes, less $5.0 million of
unamortized original issue discount, $10.0 million of industrial revenue bonds and $100.0 million principal
value of our senior subordinated notes, net of approximately $2.7 million attributable to the value of the
warrants issued in connection with the notes and approximately $1.5 million of unamortized original issue
discount.
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MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL
CONDITION AND RESULTS OF OPERATIONS

The following discussion should be read in conjunction with "Selected Consolidated Financial and Other
Data" and our consolidated financial statements and the related notes included elsewhere in this prospectus. This
prospectus contains, in addition to historical information, forward-looking statements that include risks and
uncertainties. Our actual results may differ materially from those anticipated in these forward-looking statements.

Company Overview

We are a leading designer, manufacturer and distributor of RTA furniture products in the United States,
with over 45 years of experience. Our products provide the consumer with high quality, value and easy-to-assemble
furniture and comprise a broad range of product offerings, including desks, computer workcenters, entertainment
centers, television and audio stands, bookcases, storage units and cabinets. In calendar year 2002, we were the
second-largest manufacturer of RTA furniture in the United States, and our estimated share of RTA furniture sales
was approximately 17%.

O'Sullivan Industries, Inc. was founded in 1954 by Thomas M. O'Sullivan, Sr. and was acquired by Tandy
Corporation in 1983. In 1993, Tandy transferred O'Sullivan Industries to its subsidiary TE Electronics Inc. In
February 1994, TE Electronics Inc. transferred O'Sullivan to O'Sullivan Industries Holdings, Inc. in exchange for
O'Sullivan Holdings common stock and O'Sullivan Holdings' obligations under the tax sharing agreement. TE
Electronics Inc. then sold its shares of O'Sullivan Holdings stock in a public offering. On November 30, 1999,
O'Sullivan Holdings completed a recapitalization and merger through which the outstanding stock of O'Sullivan
Holdings was purchased by BRS, 34 members of our management and an affiliate of a former director.

Recent Trends

Our net sales declined 17.2% in fiscal year 2003. This decline continued the net sales decreases
experienced by us in fiscal 2001 and 2002. Our net sales declined for several reasons:

o the lack of growth in sales of personal computers, which reduced the need for computer desks and
workcenters;

e increasing competition from imported furniture, particularly from China;
e the slowdown of economic growth and consumer spending in the United States;

e liquidations and bankruptcies by a number of customers, including Montgomery Ward, Ames and
Kmart;

e increased competition from domestic competition due to excess capacity in the RTA furniture industry;
e inventory reductions by our customers; and

e the decline in price of the average unit sold, reflecting a trend toward more promotional merchandise
and increased competition.

In addition to reducing net sales, the market conditions described above also reduced our margins and
results of operations in fiscal 2002 and fiscal 2003. Operating income declined to $26.7 million in fiscal 2003 from
$40.1 million in fiscal 2002. Our operating income for the first quarter of fiscal 2004 fell to $4.0 million from $8.0
million in the first quarter of fiscal 2003. In response to the recent industry trends, we have taken steps to reduce
costs and mitigate the impact of the current market challenges. We may take similar actions in the future which may
result in asset write-downs or impairments or other charges.
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We have recently been informed by Best Buy that they intend to reduce orders of particleboard furniture.
As aresult, we expect our sales to Best Buy to decline significantly. We hope to partially offset this loss by
increasing sales to other customers.

Customer Bankruptcy

In January 2002, Kmart Corporation, which accounted for around 9% of our gross sales in fiscal 2002, filed
for Chapter 11 bankruptcy court protection. As part of its reorganization, Kmart closed approximately 600 stores.
The bankruptcy court has approved Kmart's plan of reorganization, and Kmart emerged from Chapter 11 in May
2003. We resumed shipments to Kmart on a post-petition basis after the filing and anticipate significant net sales to
Kmart in the future. However, there can be no assurance that we will ship as much to Kmart as we did in prior
periods or that Kmart will be successful in its restructuring efforts.

On September 24, 2002, Montgomery Ward, LLC filed suit against O'Sullivan Industries in the United
States Bankruptcy Court, District of Delaware, alleging that payments made by Montgomery Ward within 90 days
prior to its bankruptcy constituted preferential transfers under the Bankruptcy Code that should be recovered from
O'Sullivan Industries by Montgomery Ward, together with interest. The alleged payments aggregate $3.7 million.
We received the summons in this action on October 29, 2002. We responded to the suit denying we received any
preferential payments. We intend to contest this lawsuit vigorously.

In August 2002, Ames decided to close all of its stores and liquidate. Actual net sales to Ames in fiscal
2003 were minimal. In August 2003, Ames Department Stores, Inc. filed suit against O'Sullivan Industries in the
United States Bankruptcy Court, Southern District of New York alleging that payments made by Ames within 90
days prior to its bankruptcy constituted preferential transfers under the Bankruptcy Code that should be recovered
from O'Sullivan Industries by Ames, together with interest. The alleged payments aggregate $2.1 million. We
received the summons in this action on September 22, 2003. We intend to respond to the suit denying we received
any preferential payments. We intend to contest this lawsuit vigorously.

RadioShack Arbitration and Revised Accounting for Tax Sharing Agreement with RadioShack

In 1994, RadioShack, then Tandy Corporation, completed an initial public offering of O'Sullivan Holdings.
In connection with the offering, O'Sullivan Holdings entered into a tax sharing and tax benefit reimbursement
agreement with RadioShack. RadioShack and O'Sullivan Holdings made elections under Sections 338(g) and
338(h)(10) of the Internal Revenue Code with the effect that the tax basis of our assets was increased to the deemed
purchase price of the assets, and an equal amount of such increase was included as taxable income in the
consolidated federal tax return of RadioShack. The result was that the tax basis of our assets exceeded the historical
book basis we used for financial reporting purposes.

The increased tax basis of our assets results in increased tax deductions and, accordingly, reduced our
taxable income or increased our net operating loss. Under the tax sharing agreement, O'Sullivan Holdings is
contractually obligated to pay RadioShack nearly all of the federal tax benefit expected to be realized with respect to
such additional basis. The payments under the agreement represent additional consideration for the stock of
O'Sullivan Industries, Inc. and further increase the tax basis of our assets from the 1994 initial public offering when
payments are made to RadioShack.

To the extent the benefit of these basis step-up deductions caused us to have a federal taxable loss,
O'Sullivan Holdings was only obligated to pay RadioShack to the extent that the benefits were used to reduce
taxable income to zero. Any additional tax deductions resulting from the step-up create a net operating loss ("NOL")
carryforward on our federal income tax return. Under the terms of the tax sharing agreement, if we utilized this NOL
carryforward to generate future tax savings, O'Sullivan Holdings was also obligated to remit that benefit received to
RadioShack.

Since 1994, we have treated the amount due to RadioShack by O'Sullivan Holdings as income tax expense
when such amounts become payable and to the extent that O'Sullivan Holdings had sufficient consolidated taxable
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income. Thus, our tax expense approximated what it would have been in the absence of the Section 338(h)(10) step-
up in basis and the tax sharing agreement.

Under this accounting method, the deferred tax asset from both the step-up in basis and the future liability
of O'Sullivan Holdings to RadioShack were not recorded on our consolidated balance sheets because we deemed the
benefits to be an asset of RadioShack. When the tax benefits were received and paid by O'Sullivan Holdings to
RadioShack, we funded the payment and recorded it as tax expense since this amount would have been paid as
federal income taxes in the absence of the step-up in basis and the tax sharing agreement.

In November 1999, O'Sullivan Holdings completed a leveraged recapitalization and merger transaction
which significantly increased our debt. As a result of the higher debt levels, we also experienced increased interest
expense, which reduced our taxable income and also reduced the tax benefits used from the deductions arising from
the step-up in basis. O'Sullivan Holdings reduced its payments to RadioShack accordingly. RadioShack claimed that
the deductions arising from the increased interest payments should not impact tax benefit payments due RadioShack
under the tax agreement. RadioShack pursued this matter and prevailed in an arbitration ruling in March 2002.
O'Sullivan Holdings reached a settlement agreement with RadioShack in May 2002. Pursuant to the settlement
agreement, O'Sullivan Holdings paid RadioShack $24.6 million in May 2002 and an additional $3.1 million in June
2002. The sum of these two payments ($27.7 million) represented the amount due RadioShack under the settlement
agreement through June 30, 2002. These amounts represent the calculation of what benefits we would have realized
had we not had the additional interest expense from the 1999 recapitalization and merger. The settlement agreement
requires calculations into the future and quarterly payments to RadioShack if our taxable income adjusted for the
additional interest expense shows that we would have realized the benefits had we not incurred the additional
interest expense. If on this basis, we could have used the deductions from the step-up in basis, O'Sullivan Holdings
is required to make a payment to RadioShack even though we may not be receiving any current tax benefit from
these deductions on our federal income tax return.

Following the decision in the arbitration and the settlement agreement with RadioShack, we recorded the
$24.6 million paid by O'Sullivan Holdings to RadioShack as a deferred tax asset at March 31, 2002. We believed
this was appropriate as the payment by O'Sullivan Holdings represented the tax benefit we could realize from future
use of net operating losses on our federal income tax return if we had sufficient taxable income in the future. After
recording a tax provision of $3.4 million for the quarter ended March 31, 2002 and offsetting our deferred tax
liabilities of $10.2 million, we had a net deferred tax asset of $11.0 million.

Under Statement of Financial Accounting Standards ("SFAS") 109, we must determine if it is more likely
than not that we will realize the net deferred tax asset as a reduction in our tax liabilities in the future. SFAS 109
requires objective evidence to support the more likely than not conclusion. The arbitration decision dramatically
affected our liquidity, which reduced the amounts we could invest in sales efforts or cost improvements, as most free
cash flow would now be used for O'Sullivan Holdings' payments to RadioShack or repay our indebtedness. In
addition, it became evident to us by March 2002 that the prolonged economic slowdown that started prior to
September 11, 2001 was continuing. This, coupled with the adverse effect on our liquidity of the settlement, caused
us to lower our projections of future taxable income. Accordingly, we projected our expected future taxable income
utilizing operating performance we achieved in fiscal 2002 assuming our performance would be no better or worse
over an extended period of time. Such projections indicate that we would not have taxable income until 2009 when
substantially all the tax benefit deductions had been taken. At that point, the projections indicated that our net
operating losses existing at that time would be utilized before they expire. However, we currently have and expect to
have taxable losses for a number of years in the future. Projections over a long time are inherently uncertain, and we
cannot provide objective evidence that our operations in 2009 and beyond will produce sufficient taxable income.
As aresult, we provided a valuation allowance in our March 2002 quarter of $11.0 million against all of our net
deferred tax assets with a corresponding charge to income tax expense. Consistent with our prior accounting, both
before and after the 1999 recapitalization and merger, we did not record any deferred tax assets related to future
deductions from the step-up in basis or any future obligations to O'Sullivan Holdings related to the tax sharing
agreement as they were still contingent upon our taxable income in the future.

Similarly, in our June, September and December 2002 financial statements, we accounted for each of
O'Sullivan Holdings' payments to RadioShack in the same manner as the initial $24.6 million payment under the
settlement agreement by recording a deferred tax asset to the extent that we could not benefit currently from the
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increased deductions. We then provided a valuation allowance against the additional deferred tax asset with a
corresponding charge to income tax expense on a quarter by quarter basis. We believed this method was in
conformity with accounting principles generally accepted in the United States and consistent with our accounting for
the tax sharing agreement since 1994.

In the third quarter of fiscal 2003, O'Sullivan received a comment letter from the staff of the SEC on the
accounting for the tax sharing agreement. In the course of preparing our response to the SEC staff's comment letter,
we reassessed our accounting for the tax sharing agreement in light of the arbitration settlement between O'Sullivan
Holdings and RadioShack, concluded that our method of accounting for the tax sharing agreement should be
changed, and O'Sullivan restated its consolidated financial statements included in its Form 10-K for the fiscal year
ended June 30, 2002. O'Sullivan determined that the deferred tax asset created by the step-up in basis and the
additional basis from the probable future payments should be recorded as of February 1994. At the same time, we
recorded a payable to parent equal to O'Sullivan Holdings' obligation to RadioShack. The amounts of the deferred
tax asset and obligation to O'Sullivan Holdings were each $147.9 million at February 1994. From 1994 through
2001, we reduced the amount of the deferred tax asset and our payable to O'Sullivan Holdings as we realized the
benefits of the deferred tax asset and O'Sullivan Holdings paid RadioShack amounts due under the tax sharing
agreement.

At March 31, 2002, a full valuation allowance was provided against the $95.5 million net deferred tax
asset, which consists of the $11.0 million valuation allowance originally recorded in the March 2002 quarter plus an
additional $84.5 million representing the balance of the deferred tax asset at that time. The valuation allowance at
June 30, 2002 of $94.3 million together with the $4.4 million tax provision for the fiscal year represent the $98.7
million recorded as tax expense for the year ended June 30, 2002. We recorded the valuation allowance because we
were unable to determine, based on objective evidence, that it was more likely than not we would be able to utilize
our net operating losses prior to their expiration. If at a future date we determine that some or all of the deferred tax
asset will more likely than not be realized, we will reverse the appropriate portion of the valuation allowance and
credit income tax expense.

O'Sullivan Holdings' remaining maximum obligation to RadioShack was $109.1 million at March 31, 2002.
O'Sullivan Holdings reduced the obligation by subsequent payments; the balance was $81.4 million at June 30, 2002
and $72.1 million at June 30, 2003. O'Sullivan Holdings currently believes that it is probable that future payments to
RadioShack will be made.

In summary, instead of accounting for our deferred tax asset resulting from the step-up in basis as tax
expense through a valuation allowance on a quarter by quarter basis as O'Sullivan Holdings makes payments to
RadioShack under the tax sharing agreement, we revised our accounting to record the aggregate deferred tax asset
and the obligation to O'Sullivan Holdings in February 1994. Our deferred tax asset has been reduced as we realized
the benefits from 1994 to March 2002 and was fully offset by the March 2002 valuation allowance. Therefore, this
revised method of accounting will increase our net income (or reduce our net loss) by the amount O'Sullivan
Holdings pays RadioShack for each quarterly period after March 31, 2002 through the quarter ending March 31,
2009 or until we can determine, based on objective evidence, that it is more likely than not that we will be able to
utilize our net operating losses prior to their expiration and reverse all or a portion of the valuation allowance on our
deferred tax assets.

The expected timing or amounts of O'Sullivan Holdings' payments to RadioShack will not be affected by
the revised method of accounting, although the future payments to RadioShack are contingent upon O'Sullivan
Holdings achieving consolidated taxable income calculated on the basis stipulated in the settlement agreement.

We funded the back payment to O'Sullivan Holdings and subsequent payments from cash on hand. We
expect to fund future payments from cash flows from operating activities, cash on hand or borrowings under our
new credit agreement. Payments under the tax sharing agreement for fiscal 2004 are expected to be about $6.8
million.

We amended our old senior credit facility as a result of the arbitration settlement. The amendment excludes
from the definition of consolidated fixed charges $27.0 million of the total paid by us pursuant to the tax sharing
agreement through the period ended June 30, 2002.
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As a result of the comment letter from the SEC staff, there was a delay in the filing of our quarterly report
on Form 10-Q for the quarter ended March 31, 2003. At any time during the period of this delay, the trustee under
our senior subordinated note indenture could have given us notice of a default, which could have become an event of
default had we not remedied the situation within 60 days. However, we did not receive any such notice from the
trustee, and any potential default has been cured by the filing of the quarterly report.

Results of Operations

The following table sets forth the approximate percentage of items included in the Consolidated Statement
of Operations relative to net sales for the periods indicated:

Three Months Ended
Year Ended June 30, September 30,
2001 2002 2003 2002 2003
Net sales 100.0%  100.0%  100.0% 100.0% 100.0%
Cost of sales 75.2% 72.9% 74.3% _72.1% _80.0%
Gross profit 24.8% 27.1% 2577%  27.9%  20.0%
Selling, marketing and administrative expenses 15.7% 15.6% 157%  16.8%  14.5%
Restructuring charge 2.9% — 0.7% — —
Operating income 6.2% 11.5% 92% 11.1% 5.5%
Interest expense, net 8.7% 7.3% 7.4% 8.0% 8.5%
Other financing costs 0.2% 0.1% 0.2% — 4.6%
Income (loss) before income tax provision (benefit)
andcumulative effect of accounting change 2. 7% 4.1% 1.6% 3.1% (7.6)%
Income tax provision (benefit) (0.9% _28.3% — - -

Income (loss) before cumulative effect of accounting change
(1.8)% (24.2)% 1.6% 31%  (7.6)%
Cumulative effect of accounting change, net of income tax

benefit (0.0)% - - - -
Net income (loss) 1.8)% (24.2)% 1.6% 31% _(7.6)%
Depreciation and amortization 4.2% 4.2% 4.7% 4.6% 4.6%

Three Months Ended September 30, 2003 Compared to Three Months Ended September 30, 2002

Net Sales. Net sales consists of our gross sales less returns, allowances, rebates and certain advertising
allowances given to customers. Net sales for the quarter ended September 30, 2003 decreased by $93,000, or 0.1%,
to $71.5 million from $71.6 million for the quarter ended September 30, 2002. During the quarter, sales declined in
the office superstore, mass merchant and electronic superstore channels while sales to home centers rose. Our
average price per unit increased slightly, while the number of units sold declined.

Gross Profit. Gross profit is equal to net sales less cost of goods sold. Gross profit decreased to $14.3
million, or 20.0% of sales, for the three month period ended September 30, 2003, from $20.0 million, or 27.9% of
sales, for the comparable prior year quarter. Fiscal 2004 first quarter gross profit dollars and margin declined
because lower production levels adversely affected our fixed cost absorption as well as increased promotional
activity with several of our major retail partners.

Selling, Marketing and Administrative Expenses. Selling costs include the salaries and expenses of our
inside sales force, commissions to outside sales representatives, customer service expenses, freight out expense, bad
debt expense and rent expense for showrooms. Marketing costs include costs of product research and development,
catalogs, trade show costs and store display costs. Administrative costs include salaries for our corporate staff,
incentive compensation, benefits and professional fees. Selling, marketing and administrative expenses decreased to
$10.4 million, or 14.5% of sales, for the three month period ended September 30, 2003, from $12.0 million, or
16.8% of sales, for the quarter ended September 30, 2002. In fiscal 2004, incentive compensation and profit sharing
expenses decreased because of our lower sales and financial performance. Freight out expense, advertising
allowances and store display expense were also lower in fiscal 2004 compared to the prior year.
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Depreciation and Amortization. Depreciation and amortization represents the allocation of costs of long-
lived assets such as buildings and equipment and debt issuance expenses. Depreciation is included in cost of goods
sold and selling, marketing and administrative expenses in our statements of operations. Depreciation and
amortization expenses increased slightly to $3.3 million for the first quarter of fiscal 2004 compared to the first
quarter of fiscal 2003.

Operating Income. Operating income decreased $4.0 million to $4.0 million for the quarter ended
September 30, 2003 from $8.0 million in the quarter ended September 30, 2002. Our operating income declined in
fiscal 2004 because our gross profit was lower in fiscal 2004 as described above.

Net Interest Expense. Net interest expense is the cost for borrowed money. It represents interest paid to, or
accrued for future payment to, lenders and the amortization of debt issuance costs, debt discount and loan fees.
Changes in the value of our interest rate collar which expired in March 2003 were also reflected in interest expense.
Net interest expense increased from $5.7 million in the first quarter of fiscal 2003 to $6.1 million in the first quarter
of fiscal 2004. Interest expense increased due to the credit to interest expense of $584,000 in the first quarter of
fiscal 2003 resulting from the change in fair value of our interest rate collar that expired in March 2003. The
following table describes the components of net interest expense.

Three months ended
September 30,
2003 2002
(in thousands)

Interest expense on senior credit facility, industrial

revenue bonds and senior subordinated notes $ 5,560 $ 5,876
Interest income (23) (52)
Non-cash items:
Interest rate collar - (584)
Amortization of debt discount 103 90
Amortization of loan fees 431 393
Net interest expense $ 6,071 $ 5,723

Net Loss. Net loss increased $7.7 million from net income of $2.3 million in the first quarter of fiscal 2003
to a loss of $5.4 million in the first quarter of fiscal 2004 due to lower production levels, promotional activities with
our retail partners and increased interest expense and other financing costs.

Year Ended June 30, 2003 Compared to Year Ended June 30, 2002

Net Sales. Net sales for the fiscal year ended June 30, 2003 decreased by $59.9 million, or 17.2%, to $289.2
million from $349.1 million for the fiscal year ended June 30, 2002. Net sales were down in every major channel
with substantially all of the decline due to lower unit sales. Net sales declined principally because of United States
economic conditions, increased competition from North American manufacturers and increased competition from
Asian and South American manufacturers with substantially lower labor costs.

Gross Profit. Our cost of goods sold includes the manufacturing costs of our products, including costs of
raw materials, direct and indirect labor costs and manufacturing overhead. Gross profit decreased to $74.2 million,
or 25.7% of net sales, for fiscal 2003, from $94.4 million, or 27.1% of net sales, for fiscal 2002. Fiscal 2003 gross
profit dollars decreased primarily because of lower sales and operating levels, partially offset by lower material
costs, primarily for particleboard. Lower operating levels hurt our gross profit and our gross profit as a percentage
of net sales because our fixed manufacturing overhead was allocated over a smaller number of units produced.

Selling, Marketing and Administrative Expenses. Selling, marketing and administrative expenses decreased
to $45.5 million, or 15.7% of net sales, for fiscal 2003 from $54.3 million, or 15.6% of net sales, for fiscal 2002 due
to lower freight out expense, incentive compensation, professional fees and bad debt expense, partially offset by
increased marketing expenses. Profit sharing and incentive compensation declined because of lower net sales and
operating income compared to fiscal 2002. Freight out expense declined because of lower net sales and a change in
the selling terms with a major customer. Commission expenses declined because of lower net sales levels. Legal
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fees and bad debt expense were higher in fiscal 2002 because of the RadioShack arbitration and Kmart bankruptcy,
respectively. Marketing costs increased slightly due to store display costs and other promotional costs.

Restructuring Charges. In the fourth quarter of fiscal 2003, we determined to reduce our operations at our
South Boston, Virginia facility to one shift. As a result, we reduced our workforce by about 200 people in Virginia.
We also reduced our corporate staff in Lamar, Missouri by about 50 people, or about 15%. In connection with these
reductions, we incurred severance costs of approximately $1.5 million, which we have recorded as a restructuring
charge in the fourth quarter of fiscal 2003. Substantially all the severance will be paid within one year.

In January 2001, we closed our Cedar City, Utah production facility. Fixed assets with a net book value of
$20.3 million were written down to estimated fair value, less cost to sell, resulting in an impairment charge of
approximately $8.7 million. An additional impairment charge of $540,000 was recognized in the quarter ended
March 31, 2003. The additional charge resulted from subsequent changes in the carrying amount of the assets held
for sale due to unfavorable market conditions.

In June 2003, we sold the land and building we owned in Cedar City, Utah. We used the net proceeds of
$6.8 million from the sale to reduce indebtedness under our senior credit facility. The sale did not require a further
significant adjustment to the carrying value of the land and building. No significant assets remain from the closing
of the facility.

Depreciation and Amortization. Amortization of debt issuance costs is included in interest expense.
Depreciation and amortization expenses decreased to $13.6 million for fiscal 2003 compared to $14.5 million for
fiscal 2002. Capital additions in fiscal 2003 and 2002 were $5.1 million and $8.6 million, respectively. Fiscal 2003
capital expenditures were primarily for normal replacements of equipment.

Operating Income. Operating income decreased $13.4 million to $26.7 million for fiscal 2003 from $40.1
million in fiscal 2002. Lower net sales and operating levels, as well as the restructuring charges, were partially offset
by lower material costs and lower selling, marketing and administrative expenses in fiscal 2003.

Net Interest Expense. Net interest expense decreased to $21.5 million in fiscal 2003 from $25.5 million in
fiscal 2002. Interest expense decreased due to the change in fair value of our interest rate collar, prior to its
expiration on March 31, 2003, as well as our repayment of debt and lower variable interest rates on a portion of our
debt. The following table describes the components of net interest expense.

Year ended June 30,
2003 2002
(in thousands)

Interest expense on senior credit facility, industrial

revenue bonds and senior subordinated notes $ 21,899 § 23,942
Interest income (243) (370)
Non-cash items:

Interest rate collar (2,091) &)

Amortization of debt discount 393 343

Amortization of loan fees 1,572 1,572

Net interest expense $ 21530 §$ 25482

Pre-Tax Income. Pre-tax income declined $9.7 million from $14.4 million in fiscal 2002 to $4.7 million in
fiscal 2003. The decline was due principally to our lower net sales and operating levels, partially offset by lower raw
material costs, lower selling, marketing and administrative expenses and a decrease in interest expense.

Income Tax Provision. As described above, we recorded no tax expense in fiscal 2003 because of the
valuation allowance taken in March 2002 against our net deferred tax assets. Primarily as a result of the valuation
allowance, our tax expense was $98.7 million in fiscal 2002.

Net Income (Loss). Our net income was $4.7 million in fiscal 2003, compared to a net loss of $84.3 million

in fiscal 2002 due to the fiscal 2002 valuation allowance, partially offset by our lower net sales and operating levels.
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Year Ended June 30, 2002 Compared to the Year Ended June 30, 2001

Net Sales. Net sales for the fiscal year ended June 30, 2002 decreased by $9.7 million, or 2.7%, to $349.1
million from $358.8 million for the fiscal year ended June 30, 2001. Net sales decreases in the office superstore,
consumer electronics and regional mass merchant channels were partially offset by increases in the mass merchant
and home center channels.

Gross Profit. Gross profit increased to $94.4 million, or 27.1% of net sales, for fiscal 2002, from $89.1
million, or 24.8% of net sales, for fiscal 2001. Fiscal 2002 gross profit dollars increased primarily because of lower
material costs, primarily for particleboard, and enhanced operating efficiency, particularly from the January 2001
closure of our less efficient Cedar City, Utah manufacturing plant.

Selling, Marketing and Administrative Expenses. Selling, marketing and administrative expenses decreased
to $54.3 million, or 15.6% of net sales, for fiscal 2002 from $56.5 million, or 15.7% of net sales, for fiscal 2001. In
fiscal 2002, costs for incentive and profit sharing programs increased with our improved financial results, and legal
fees increased due to the RadioShack arbitration. Offsetting these increases were lower freight costs due to
decreased net sales to retailers with prepaid shipping programs, lower store display expenses, less commission
expense and the discontinuation of goodwill amortization on July 1, 2001.

Restructuring Charge. In November 2000, we announced a strategic restructuring plan. The slowdown in
net sales during the first half of fiscal 2001 caused us to reassess our business plan, specifically expenses and
available production capacity. The net sales downturn, combined with improvements in production efficiencies and
expansions at the Missouri and Virginia plants during the past few years, provided production capacity that
exceeded our near term sales requirements. Based on forecasted sales, the Missouri and Virginia plants would
provide sufficient production for the next two and possibly three fiscal years with minimal capital expenditures for
increased capacity after ongoing projects were completed. Accordingly, we closed our Utah facility on January 19,
2001.

Fixed assets with a net book value of $20.3 million were written down to estimated fair value, less cost to
sell, resulting in an impairment charge of approximately $8.7 million. We also recognized a $495,000 cash expense
for the involuntary termination of 325 management and non-management employees at the Utah facility as well as
exit costs of approximately $527,000 for increased workers' compensation claims, real and personal property taxes
and security expenses applicable to the Utah facility closure.

We reduced the administrative and support staff in the Lamar, Missouri headquarters through voluntary and
involuntary terminations. About 40 employees received termination packages totaling approximately $807,000.
The total restructuring charge of $10.5 million is included as a separate line item on the consolidated statement of
operations.

The following summarizes the restructuring charge:

Charges Charges
through Balance through Balance
Original June 30, June 30, June 30, June 30,
Restructuring Charges accrual 2001 2001 2002 2002
(in thousands)

Employee termination benefits(1) $ 1,302 $ 915 $§ 387 $ 387 $ -
Other Utah facility exit costs(1) 527 282 245 245 —
Total $ 1.829 $ 1,197 § 632 § 632 $ -

(1) Included in accrued liabilities in the consolidated balance sheets.

Depreciation and Amortization. Depreciation and amortization expenses decreased to $14.5 million for
fiscal 2002 compared to $14.9 million for fiscal 2001. The decline was due to the discontinuance of goodwill
amortization upon the adoption of SFAS 142, Goodwill and Other Intangible Assets, partially offset by the impact of
capital additions in recent years. Cash capital additions in fiscal 2002 and 2001 were $8.6 million and $16.8 million,
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respectively. Fiscal 2002 capital expenditures were primarily for normal replacement of equipment and efficiency
improvements.

Operating Income. Operating income increased $18.0 million to $40.1 million for fiscal 2002 from $22.1
million in fiscal 2001. The restructuring charge in fiscal 2001 reduced operating income by $10.5 million. Lower
material prices, lower selling costs and increased operating efficiency contributed to the increase in fiscal 2002.

Net Interest Expense. Net interest expense decreased from $31.2 million in fiscal 2001 to $25.5 million in
fiscal 2002. Interest expense decreased due to the change in fair value of our interest rate collar as well as our
repayment of debt and lower variable interest rates on a portion of our debt. The following table describes the
components of net interest expense for the periods indicated.

Year ended June 30,
2002 2001
(in thousands)

Interest expense on senior credit facility, industrial

revenue bonds and senior subordinated notes $ 23942 § 27,860
Interest income (370) 474)
Non-cash items:
Interest rate collar 5) 1,948
Amortization of debt discount 343 300
Amortization of loan fees 1,572 1,572
Net interest expense $§ 25482 § 31,206

Pre-Tax Income (Loss). Pre-tax income increased $24.1 million from a loss of $9.7 million in fiscal 2001
to income of $14.4 million in fiscal 2002. The increase was due principally to the $10.5 million restructuring charge
taken in fiscal 2001, lower raw material costs improved operating efficiency, particularly from the January 2001
closure of our less efficient Cedar City, Utah manufacturing plant and a decrease in interest expense.

Income Tax Provision (Benefit). As described above, we recorded tax expense of $98.7 million in fiscal
2002 compared to a tax benefit of $3.4 million in fiscal 2001.

Cumulative Effect of Accounting Change. Upon the adoption of SFAS 133, Accounting for Derivative
Instruments and Hedging Activities, in July 2000, we recognized a liability of $386,000 based upon the fair value of
a costless interest rate collar initiated on February 28, 2000. That portion of the liability incurred prior to fiscal
2001, $148,000, is included, net of income tax benefit of $53,000, as cumulative effect of accounting change on the
consolidated statement of operations.

Net Loss. Net loss increased substantially to $84.3 million in fiscal 2002 from a loss of $6.4 million in
fiscal 2001 primarily due to the increased tax expense in fiscal 2002. This was partially offset by the restructuring
charge in fiscal 2001 and lower material costs, improved operating efficiency and lower interest expense in fiscal
2002.

Liquidity and Capital Resources

We are highly leveraged and have a stockholder's deficit of approximately $98.6 million at September 30,
2003. Our liquidity requirements will be to pay our debt, including interest expense under our credit agreement and
notes, to pay RadioShack amounts due under the tax sharing agreement and to provide for working capital and
capital expenditures. Our primary sources of liquidity are cash flows from operating activities and borrowings under
our credit agreement, which is discussed below. Decreased demand for our products could decrease our cash flows
from operating activities, our inventory and accounts receivable balances and the availability of borrowings under
our credit agreement.

Working Capital. As of September 30, 2003, cash and cash equivalents totaled $14.3 million. Net working
capital was $56.4 million at September 30, 2003 compared to $46.4 million at June 30, 2003.
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Operating Activities. Net cash provided by operating activities for the three months ended September 30,
2003 was $3.8 million compared to net cash used of $289,000 for the three months ended September 30, 2002.
Cash flow from operations increased year-over-year for the following reasons.

e Reduced operating profits reduced cash provided by operating activities in fiscal 2004 by about
$7.7 million.

e Accounts receivable increased $8.9 million in the first quarter of fiscal 2004 compared with a decrease of
$2.6 million in the first quarter of fiscal 2003. In fiscal 2004, the increase was due to low sales in the
fourth quarter of fiscal 2003 which resulted in a low receivables balance at June 30, 2003. In fiscal 2003,
trade receivables declined because of lower sales levels.

o Inventories declined $7.1 million in the quarter ended September 30, 2003 compared with an increase in
the quarter ended September 30, 2002 of $4.6 million.

o In the fiscal 2003 first quarter, we paid RadioShack $3.1 million under the tax sharing agreement; we made
no payment in the fiscal 2004 first quarter.

e  Accounts payable, accrued advertising and accrued liabilities increased $3.3 million during the first quarter
of fiscal 2004 compared to a decrease of $624,000 during the first quarter of fiscal 2003. The change in
payables was due to higher production levels during the first quarter of fiscal 2004 compared to the last
quarter of fiscal 2003 and the timing of the shutdown of our manufacturing facilities between fiscal 2004
and 2003.

e  We expensed $3.1 million of unamortized debt issuance costs in fiscal 2004 in connection with the
refinancing of our previous senior credit facility.

Investing Activities. We invested $244,000 for capital expenditures for the three months ended September
30, 2003 compared to $1.6 million for the prior year three month period. We currently estimate that the total capital
expenditure requirements for the remainder of the fiscal year will be approximately $4 million, which we expect to
fund from cash flow from operations or cash on hand. Our ability to make future capital expenditures is subject to
certain restrictions under the indenture governing our senior secured notes.

Financing Activities. On September 29, 2003 we refinanced our old senior credit facility with $100.0
million of new privately placed senior secured notes and an asset-based credit agreement.

The $100.0 million senior secured notes mature on October 1, 2008 and bear interest at 10.63%. We issued
the notes at a price of 95%, providing $95.0 million in cash proceeds before expenses related to the issuance of
about $5 million. The notes are secured by a first-priority security interest in and lien on substantially all of our
assets (and on our capital stock) other than accounts receivable, inventory, capital stock of our subsidiaries, deposit
accounts, certain books and records and certain licenses, and by a second-priority security interest in and lien on
substantially all of our accounts receivable, inventory, deposit accounts, certain books and records and certain
licenses. The notes are guaranteed by O'Sullivan Holdings, O'Sullivan Industries - Virginia and O'Sullivan
Furniture Factory Outlet, Inc. We also entered into a registration rights agreement pursuant to which we are
obligated to file a registration statement with respect to an offer to exchange the notes for a new issue of identical
notes registered under the Securities Act of 1933, as amended, within 90 days after this offering closes, and to use
all commercially reasonable efforts to cause the registration statement to declared effective on or prior to 180 days
after the notes were issued. We may also be required under certain circumstances to provide a shelf registration
statement to cover resales of the notes.

The asset-based credit agreement permits revolving borrowings of up to $40.0 million to the extent of
availability under a collateral borrowing base. The credit agreement has a $25.0 million sub-limit for letters of
credit, of which we are currently utilizing approximately $14.0 million. The credit agreement is secured by a first-
priority security interest in and lien on substantially all of our accounts receivable, inventory, deposit accounts,
certain books and records and certain licenses, and a second-priority security interest in and lien on substantially all
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of our assets other than accounts receivable, inventory, capital stock of our subsidiaries, deposit accounts, certain
books and records and certain licenses. The interest rate on loans under the credit agreement is a LIBOR rate plus
2.5% or an index rate plus 1.0%. We also pay a quarterly fee equal to 0.5% per annum of the unused commitment
under the credit agreement. O'Sullivan Industries - Virginia and O'Sullivan Furniture Factory Outlet, Inc. are also
parties to the credit agreement. No loans were outstanding under the credit agreement as of September 30, 2003.

In connection with the repayment of the term loans and the termination of the revolving credit facility
under the senior credit facility, we expensed approximately $3.1 million of unamortized issuance costs related to the
facility in the first quarter of fiscal 2004.

Our consolidated indebtedness at September 30, 2003 was $200.8 million consisting of:

e asenior credit agreement providing for asset-based revolving credit of up $40.0 million. At
September 30, 2003, no borrowings were outstanding under the credit agreement, although letters of
credit aggregating approximately $14.0 million were outstanding under the credit agreement.

e  $100.0 million in 10.63% senior secured notes due October 1, 2008. These notes were issued at a price
of 95% providing $95.0 million in cash proceeds before expenses related to the issuance.

e  $100.0 million in 13-3%% senior subordinated notes due 2009 issued with warrants to purchase 6.0% of
our common and Series B junior preferred stock on a fully diluted basis. These warrants were assigned
a value of $3.5 million. These notes were issued at a price of 98.046% providing $98.0 million in cash
proceeds before expenses related to the issuance.

e  $10.0 million in variable rate industrial revenue bonds.

The reconciliation of consolidated indebtedness to recorded book value at September 30, 2003 is as
follows:

Original Issue

Consolidated Discount Net Warrants Net Recorded
Indebtedness of Accretion of Accretion Book Value
(in thousands)
Senior secured notes $ 100,000 $ (5,000) $ - $ 95,000
Senior subordinated notes 100,000 (1,488) (2,666) 95,846
Industrial revenue bonds 10,000 - - 10,000
Total $ 210,000 $  (6,488) $  (2,666) $ 200,846

With the refinancing of our old senior credit facility, we have no principal payments due on our debt until
2008. We expect to fund interest payments on our debt from cash flow from operations, cash on hand or borrowings
under our credit agreement. We expect our borrowing availability under our credit agreement will approximate
$40.0 million. Decreased demand for our products could decrease our inventory and accounts receivable levels and
the availability of borrowings under our credit facility.

As required under our old senior credit facility, we hedged one-half of our term loans with an initial
notional amount of $67.5 million with a costless interest rate collar. The collar, which expired on March 31, 2003,
was based on three-month LIBOR with a floor of 6.43% and a ceiling of 8.75%. The counter-party to our interest
rate collar provided us with the payment amount that would have been required to terminate the collar as of the end
of each quarter. We recorded the change in fair value of the collar as increased or decreased interest expense in the
consolidated statements of operations and included the resulting liability in accrued liabilities on the consolidated
balance sheets.

See the overview section of this Management's Discussion and Analysis of Financial Condition and Results
of Operations for a discussion of the impact of the Settlement Agreement with RadioShack on our liquidity and
financial condition.
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Off-balance Sheet Arrangements

At September 30, 2003, we had no off-balance sheet arrangements that have or are likely to have a material
current or future effect on our financial condition, changes in financial condition, revenues or expenses, results of
operations, liquidity, capital expenditures or capital resources.

Contractual Obligations

The following table illustrates our contractual obligations as of September 30, 2003 due in the future:

Payments Due by Period
Less than 12-36 36-60 After 60
Contractual Obligations Total 12 months months months months
(in thousands)

Long-term debt $ 210,000 $ - $ - 3 - $ 210,000
Payable to parent-tax sharing

agreement to RadioShack(1) 72,067 11,644 21,820 26,770 11,833
Capital lease obligations - - - - -
Operating leases—unconditional 4,386 1,657 2,176 553 -
Other long-term obligations(2) 378 93 285 - -
Total contractual cash obligations $ 286,831 $ 13,394 $ 24281 $ 27,323 $ 221,833

(1) Timing and amounts of payments to RadioShack are contingent on actual taxable income adjusted to exclude
the increased interest expense arising from the 1999 recapitalization and merger. The amounts in the table
above represent the maximum amounts payable by O'Sullivan Holdings to RadioShack.

(2) Represents payments due under a retirement agreement.
Effect of Recent Changes in Accounting Standards

In April 2001, the Emerging Issues Task Force, or EITF, reached a consensus on EITF 00-25. This issue
addresses the income statement classification of slotting fees, cooperative advertising arrangements and buydowns.

The consensus requires that certain customer promotional payments that were classified as selling expenses
be classified as a reduction of revenue. We adopted EITF 00-25 effective January 1, 2002 and reclassified certain
selling, marketing and administrative expenses as a reduction of net sales. Our adoption of EITF 00-25 had no
impact on our operating income or net income (loss). As a result of the adoption of EITF 00-25, for the six months
ended December 31, 2001, we reclassified $7.7 million as a reduction in revenue rather than as selling, marketing
and administrative expense. Reclassification for fiscal year 2001 was $16.9 million.

The FASB issued SFAS 142, Goodwill and Other Intangible Assets, on June 30, 2001. We adopted SFAS
142 on July 1, 2001, the beginning of our 2002 fiscal year. With the adoption of SFAS 142, goodwill of
approximately $38.1 million is no longer subject to amortization over its estimated useful life. Rather, goodwill will
be assessed regularly for impairment by applying a fair-value-based test. We have completed the valuation of the
reporting unit, using the enterprise as the reporting unit. Because the book value of the reporting unit is below the
fair value of the reporting unit, there is no impairment loss. We discontinued amortizing approximately $1.7 million
of goodwill per year upon adoption of SFAS 142 on July 1,2002. Adjusted net loss for the fiscal year ended June
30, 2001 had such amortization not been recorded would have been $5.0 million.

In June 2001, the FASB issued SFAS 143, Accounting for Asset Retirement Obligations. This
pronouncement, which is effective for fiscal years beginning after June 15, 2002, addresses financial accounting and
reporting for obligations associated with the retirement of tangible long-lived assets and the associated asset
retirement costs. We adopted this pronouncement effective July 1, 2002. The pronouncement had no material
impact on our financial position or results of operations.
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In August 2001, the FASB issued SFAS 144, Accounting for the Impairment or Disposal of Long-Lived
Assets. This pronouncement, which is effective for fiscal years beginning after December 15, 2001, addresses
financial accounting and reporting for the impairment of long-lived assets and for long-lived assets to be disposed
of. This pronouncement had no adverse current impact on our financial position or results of operations. We
adopted this pronouncement effective July 1, 2002.

In April 2002, the FASB issued SFAS 145, Rescission of FASB Statements No. 4, 44 and 64, Amendment of
FASB Statement No. 13 and Technical Corrections. The pronouncement, in part, addresses the accounting for gains
and losses from the extinguishment of debt. We adopted SFAS 145 effective July 1, 2002 and currently present
such items as other financing costs on a pre-tax basis as opposed to an extraordinary item, net of tax. We also
elected to present certain other financing costs previously recorded in interest expense as other financing costs and
have reclassified prior periods for comparability.

In June 2002, the FASB issued SFAS 146, Accounting for Costs Associated with Exit or Disposal
Activities. This pronouncement addresses financial accounting and reporting for costs associated with exit or
disposal activities and nullifies EITF 94-3, Liability Recognition for Certain Employee Termination Benefits and
Other Costs to Exit an Activity (including Certain Costs Incurred in a Restructuring). SFAS 146 requires that a
liability for a cost associated with an exit or disposal activity be recognized when the liability is incurred rather than
the date of an entity's commitment to an exit plan and establishes that fair value is the objective for initial
measurement of the liability. The provisions of this pronouncement are effective for exit or disposal activities that
are initiated after December 31, 2002. SFAS 146 has had no effect on our financial position or results of operations.

In December 2002, the FASB issued SFAS 148, Accounting for Stock-Based Compensation— Transition
and Disclosure. This pronouncement amends SFAS 123, Accounting for Stock-Based Compensation, to provide
alternative methods of transition for a voluntary change to the fair value based method of accounting for stock-based
employee compensation. In addition, SFAS 148 amends the disclosure requirements of SFAS 123 to require more
prominent disclosures in both annual and interim financial statements about the method of accounting for stock-
based employee compensation and the effect of the method used on reported results. The additional disclosure
requirements of SFAS 148 are effective for fiscal years ending after December 15, 2002.

We account for stock-based compensation for employees under Accounting Principles Board ("APB")
Opinion No. 25, Accounting for Stock Issued to Employees, and elected the disclosure-only alternative under SFAS
123. No stock-based compensation cost is recorded, as all options granted have an exercise price equal to the
market value of the stock on the date of the grant. In accordance with SFAS 148, the following tables presents the
effect on net income (loss) had compensation cost for the company's stock plans been determined consistent with
SFAS 123:

Three months ended

Year Ended June 30, September 30,
2003 2002 2001 2003 2002
(in thousands)

Net income (loss) as reported $ 4,688 $ (84,293) $ (6,371) $ (5414) $ 2,252
Less: total stock-based compensation expense

determined under fair value method for all

stock options, net of related income tax (7) (5) 4) 2) (2)
Pro forma net income (loss) $ 4681 $ (84,298) § (6,375) $ (5.416) $ (2,250)

The fair value of each option on the date of the grant is estimated using the Black-Scholes option-pricing
model based upon the following weighted average assumptions:

2003 2002 2001
Risk-free interest rate None granted 4.35%  5.09%
Dividend yield None None
Volatility factor 0.1% 0.1%
Weighted average expected life (years) 5.0 5.0

48

JASEC\FY 2004\S-4\Form S-4 draft 10.doc



In January 2003, the FASB issued Interpretation No. 46, Consolidation of Variable Interest Entities, an
Interpretation of Accounting Research Bulletin No. 51 ("FIN 46"). FIN 46 establishes accounting guidance for
consolidation of variable interest entities that function to support the activities of the primary beneficiary. The
consolidation requirements of FIN 46 apply immediately to variable interest entities created after January 31, 2003.
Disclosure requirements apply to any financial statements issued after January 31, 2003. As amended by FASB Staff
Position No. FIN 46-6, FIN 46 is effective for variable interests in a variable interest entity created before February
1, 2003 at the end of the first interim or annual period ending after December 15, 2003. FIN 46 applies to any
business enterprise, public or private, that has a controlling interest, contractual relationship or other business
relationship with a variable interest entity. The Company is in the process of reviewing FIN 46, but does not expect
the adoption to have a material effect on its consolidated financial position or results of operations.

For purposes of pro forma disclosures, the estimated fair value of the options is amortized to expense over
the vesting period. No options were granted during the three month periods ended September 30, 2003 and 2002.

Critical Accounting Policies and Estimates

Our discussion and analysis of our financial condition and results of operations are based upon our
consolidated financial statements, which have been prepared in accordance with accounting principles generally
accepted in the United States. The preparation of these financial statements requires us to make estimates and
judgments that affect the reported amounts of assets, liabilities, revenues and expenses, and related disclosure of
contingent assets and liabilities.

On an on-going basis, we evaluate our estimates, including those related to customer programs and
incentives, bad debts, inventories, intangible assets, income taxes, restructuring, asset impairments, contingencies
and litigation. We base our estimates on historical experience and on various other assumptions that we believe are
reasonable under the circumstances. The results of these estimates form the basis for making judgments about the
carrying values of assets and liabilities that are not readily apparent from other sources. Actual results may differ
from these estimates under different assumptions or conditions.

We believe the following critical accounting policies affect our more significant judgments and estimates
used in the preparation of our consolidated financial statements.

e We derive our revenue from product sales. We recognize revenue from the sale of products when
persuasive evidence of an arrangement exists, the product has been delivered, the price is fixed or
determinable and collection of the resulting receivable is reasonably assured. For all sales, we use
purchase orders from the customer, whether oral, written or electronically transmitted, as evidence that
a sales arrangement exists. Generally, delivery occurs when product is delivered to a common carrier
or private carrier, with standard terms being FOB shipping point. We assess whether the price is fixed
or determinable based upon the payment terms associated with the transaction. We assess collection
based on a number of factors, including past transaction history with the customer and the
creditworthiness of the customer. Collateral generally is not requested from customers.

e  We record estimated reductions to revenue for customer programs and incentive offerings including
special pricing agreements, price protection, promotions and other volume-based incentives. Market
conditions could require us to take actions to increase customer incentive offerings. These offerings
could result in our estimates being too small and reduce our revenues when the incentive is offered.

e We maintain allowances for doubtful accounts for estimated losses resulting from the inability of our
customers to make required payments. If the financial condition of our customers were to deteriorate,
resulting in an impairment of their ability to make payments, additional allowances may be required.

e We write down our inventory for estimated obsolescence or unmarketable inventory equal to the
difference between the cost of inventory and its estimated market value based upon assumptions about
future demand and market conditions. If actual market conditions are less favorable than those
projected by us, additional inventory write-downs may be required. Obsolete and slow-moving
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inventory reserves were approximately $4.3 million and $4.9 million at June 30, 2003 and 2002,
respectively.

e  We record our deferred tax assets at the amount that the asset is more likely than not to be realized. As
of June 30, 2003 and September 30, 2003, we have provided a valuation allowance against our total net
deferred tax asset. While we have considered future taxable income and ongoing prudent and feasible
tax planning strategies in assessing the need for a valuation allowance, our determinations can change.
If we objectively determine it was more likely than not we would be able to realize our deferred tax
assets in the future in excess of our recorded amount, we would reduce our valuation allowance,
increasing income in the period such determination was made.

e  We periodically review our long-lived assets, including property and equipment, for impairment and
determine whether an event or change in facts and circumstances indicates their carrying amount may
not be recoverable. We determine recoverability of the assets by comparing the carrying amount of the
assets to the net future undiscounted cash flows expected to be generated by those assets. If the sum of
the undiscounted cash flows is less than the carrying value of the assets, an impairment charge is
recognized. Adverse economic conditions could cause us to record impairment charges in the future.

e  We assess goodwill regularly for impairment by applying a fair-value-based test, using the enterprise
as the reporting unit. If the book value of the reporting unit is below the fair value of the reporting
unit, there is no impairment loss. Adverse economic conditions could cause us to record impairment
charges in the future.

Market Risk and Inflation

Our market risk is affected by changes in interest rates, foreign currency exchange rates and certain
commodity prices. Under our policies, we may use natural hedging techniques and derivative financial instruments
to reduce the impact of adverse changes in market prices. We do not hold or issue derivative instruments for trading
purposes. We believe that our foreign exchange risk is not material.

We have market risk in interest rate exposure, primarily in the United States. We manage interest rate
exposure through our mix of fixed and floating rate debt. Interest rate instruments may be used to adjust interest rate
exposures when appropriate based on market conditions. Our interest rate collar expired on March 31, 2003. Only
$10.0 million of our debt at September 30, 2003 is subject to variable interest rates. A change in interest rates of one
percentage point would change our cash interest by about $100,000 annually.

Due to the nature of our product lines, we have material sensitivity to some commodities, including
particleboard, fiberboard, corrugated cardboard and hardware. We manage commodity price exposures primarily
through the duration and terms of our vendor agreements. A 1.0% change in our raw material prices would affect
our cost of sales by approximately $1.4 million annually.

In fiscal 2000, certain particleboard and fiberboard suppliers imposed price increases, which increased our
cost of sales in fiscal 2000 and the first half of fiscal 2001. We were able to reduce the effect of the increases
somewhat through our value analysis program and productivity gains in manufacturing. In fiscal 2001,
particleboard and fiberboard prices declined, increasing our operating income in the latter portion of the year.
Industry pricing for particleboard was flat to slightly lower in fiscal 2002 and the first half of fiscal 2003. We saw
small increases in particleboard pricing in the third quarter of fiscal 2003 and another increase in the first quarter of
fiscal 2004. Prices for fiberboard increased in the fourth quarter of fiscal 2002, but declined slightly during fiscal
2003. We anticipate further raw material price increases in the future.

If the demand for particleboard increases or the supply decreases, prices may also increase. We believe we
can continue to partially offset the effect of such increases through the programs mentioned above and through
eventual inclusion of the higher costs in the selling prices of our products. However, there can be no assurance that
we will be successful in offsetting these or future potential price increases.
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BUSINESS
The Company

We are a leading designer, manufacturer and distributor of ready-to-assemble, or RTA, furniture products
in the United States, with over 45 years of experience. Our products provide the consumer with high quality, value
and easy-to-assemble furniture and comprise a broad range of product offerings, including desks, computer
workcenters, entertainment centers, television and audio stands, bookcases, storage units and cabinets. In calendar
year 2002, we were the second-largest manufacturer of RTA furniture in the United States, and our estimated share
of RTA furniture sales was approximately 17%. Approximately 90% of our sales are for products offered at price
points between $19 and $300, covering the majority of price points in the RTA furniture market. For the fiscal year
ended June 30, 2003, we had net sales of $289.2 million and operating income of $26.7 million. For the quarter
ended September 30, 2003, our net sales were $71.5 million and our operating income was $4.0 million, compared
to net sales of $71.6 million and operating income of $8.0 million in the first quarter of fiscal 2003.

We distribute our products primarily through multi-store retail chains, including office superstores,
discount mass merchants, home centers and consumer electronic superstores. Our largest retail customers include
OfficeMax, Office Depot, Wal-Mart, Lowe's and Staples. We service our customers from two modern
manufacturing and distribution facilities totaling approximately 1.8 million square feet, located in Lamar, Missouri
and South Boston, Virginia. Our manufacturing facilities are equipped with highly automated manufacturing
processes which enhance our efficiency and flexibility. Our production capabilities enable us to optimally serve our
customers and profitably pursue the most attractive categories of the RTA furniture market.

Industry Overview

The RTA furniture industry is a segment of the broader residential wood furniture industry with retail sales
of approximately $15 billion per year. In 2002, RTA furniture retail sales totaled approximately $3.3 billion. RTA
furniture encompasses a broad range of furniture products including desks, computer workcenters, entertainment
centers, television and audio stands, bookcases, cabinets and living room and bedroom furniture. RTA furniture is
sold through a broad array of distribution channels, including discount mass merchants, office superstores, consumer
electronic superstores, home centers, and national department stores. The majority of RTA furniture sales are made
through discount mass merchants such as Wal-Mart, Target and Kmart and office superstores such as Office Depot,
OfficeMax and Staples. Although a large number of companies manufacture RTA furniture, the RTA furniture
industry is relatively concentrated with the top five North American RTA furniture manufacturers accounting for an
estimated 70% of the United States. RTA furniture retail sales in 2002.

The RTA furniture industry experienced significant growth in the mid to late 1990s. According to
HomeWorld Business, the compounded annual growth rate of RTA furniture retail sales from 1995 to 2000 was
approximately 8%. Since 2000, the RTA furniture industry has declined in line with the broader furniture market,
largely as a result of the closure of several significant retailers, a reduction in the demand for home office furniture
due to a slowdown in demand for personal computers and increased competition from imported products. In
response to these industry challenges, we have recently expanded into new furniture categories, such as home
storage and organization. The home storage and organization market includes product offerings such as closet
shelving systems, garage storage and workshop storage. Annual retail sales for the home storage and organization
market were estimated at approximately $5 billion for calendar 2000. We have also increased our presence in the
commercial office furniture industry. The commercial office furniture market includes furniture used in commercial
offices such as panel and modular systems, seating, storage units, files, tables and desks in wood and other materials,
such as steel and glass. The commercial office furniture market is significantly larger than the RTA furniture market
with wholesale sales estimated at approximately $9 billion in calendar 2002.

Competitive Strengths

We believe that we benefit from the following competitive strengths:
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Leader in RTA Furniture Market. We are the second-largest RTA furniture manufacturer in the United
States, a position that we have held for the last three years. In calendar year 2002, our estimated share of the RTA
furniture market was approximately 17%. Our experience in the design and manufacturing of innovative and high
quality RTA furniture helps us to maintain a leading position in the markets we serve. Additionally, our size and
ability to offer our products across the country enable us to satisfy the substantial national purchasing requirements
of the largest retailers in the United States.

Superior Product Design and Innovation. We believe that we are recognized as a leader in product design
and innovation in the RTA furniture industry. Over the past five years, we have received awards of distinction from
the American Society of Furniture Designers and from Design Journal magazine. We have a dedicated design group
that enables us to adapt to the changing demands of our customer base and to develop over 150 new products
annually. Our leading design capabilities allow us to continually offer an innovative portfolio of RTA furniture
products to our customers, such as our patent pending Digital Dock(TM) computer desk design, which allows easy
access to disk drives and USB ports, and our patent pending design for a plasma TV stand.

Well-established Customer Relationships. We have well-established relationships with many of the largest
retailers in the United States. Our customer base includes leading retailers such as OfficeMax, Office Depot, Staples,
Wal-Mart and Lowe's. We believe our broad and innovative product offerings, along with our flexible
manufacturing and distribution capabilities, enable us to maintain strong relationships with these leading RTA
furniture retailers. The average age of our relationship with our top ten customers is approximately 14 years.

Low Cost and Flexible Manufacturing Technology and Operations. We believe that we are one of the
lowest cost manufacturers in the RTA furniture industry in the United States. Our modern manufacturing facilities
and manufacturing processes are highly automated, enabling us to operate efficiently and at high speeds. In addition,
we are able to manufacture parts for different types of furniture over the same equipment which provides production
scheduling flexibility and allows us to optimize the utilization of our plants. These manufacturing capabilities reduce
our dependency on any single market, enabling us to pursue the most attractive markets of the RTA furniture
industry, including the home storage and organization and commercial office markets.

Experienced Management Team with Significant Equity Ownership. Our executive officers have an
average of 17 years of experience in the RTA furniture industry. Our Chief Executive Officer, Richard Davidson,
has over 30 years of experience in the consumer products industry. Members of our senior management own
approximately 27% of the outstanding common stock of O'Sullivan Holdings, aligning management's interests with
our performance.

Business Strategy
Our principal business strategies include the following:

Continue to Solidify our Existing Relationships with Customers. We will derive the majority of our
revenue from our existing customers. We will continue to provide these customers with new, innovative products at
competitive prices. We intend to continue to work with our major customers to design and manufacture products
that meet their particular requirements, as well as present new concepts for their consideration. Additionally, we will
proactively respond to their changing buying initiatives to maintain or increase our market share.

Capitalize on our Expertise in Design and Production. We will leverage our position as a leader in the
RTA furniture market and our existing skillset to capitalize on opportunities for RTA furniture manufacturers.

o Offer New Product Categories through Existing Distribution Channels. Retailers who have
traditionally embraced RTA furniture, including discount mass merchants and home centers, have
become aware of the growth in the bedroom, kitchen, bath and home organization markets. The recent
focus on these growing markets creates an opportunity for new product development and innovation,
which we believe can invigorate sales of existing retail space. We have directed personnel, resources
and marketing to these markets and have already placed these types of products with several retailers.
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Pursue Opportunities in Home Storage and Organization. While we continue to support our current
markets, we have also begun taking advantage of opportunities outside traditional furniture that exist in
our current retail base. Home storage and organization is a larger market than our core RTA furniture
business, and is growing at a much faster rate. While this market includes many opportunities such as
closet storage, workshop storage and utility shelving and storage, it is the relatively untapped garage
storage category that we believe presents one of the largest unmet consumer needs. We are
aggressively pursuing this opportunity from both a product development and brand marketing
perspective. To this end, we are currently manufacturing a new line of home storage products under the
Coleman® brand pursuant to a license agreement.

Target the Small and Medium-Sized Commercial Office Market. Increasingly, small and medium-sized
businesses are joining home office consumers in choosing to purchase their office supply and furniture
needs from office superstores and national discount mass merchants instead of locally-owned furniture
outlets. The commercial office furniture market for the small and medium-sized business segment is at
least three times the size of the home office furniture market. We currently serve all three national
office superstores and are able to design, produce and install products for small and medium-sized
businesses. In order to capitalize on this opportunity, we have focused our successful Intelligent
Designs(R) brand, as well as our personnel, on providing comprehensive and affordable commercial
office furniture solutions for this market.

Continue to Focus on Low-Cost Production and Efficiency of Operations. We continually endeavor to
reduce the cost of our products without sacrificing quality. We work with our existing and new vendors to secure the
most favorable pricing for our raw materials and components. For example, we have increased our sourcing of
hardware from overseas in recent years. We also continually analyze our products to determine if there are changes
we can make to the design, manufacture or packaging of a product to reduce its cost without compromising quality.
Additionally we intend to further improve our manufacturing efficiency and reduce set-up times through selective
equipment upgrades and through the use of internal small group improvement activities.

Product Overview

We group our product offerings into five distinct categories:

Customers

Home office and small office furniture, including desks, computer work centers, bookcases and filing
cabinets;

Entertainment furniture, including home entertainment centers, home theater systems, television and
audio stands and audio and video storage units;

Home decor furniture, including microwave oven carts, pantries, living room and recreation room
furniture and bedroom pieces, including dressers, night stands and wardrobes;

Light commercial office furniture, including desks, computer work centers, bookcases and filing
cabinets; and

Storage furniture, including storage cabinets and workbenches.

RTA furniture is sold through a broad array of distribution channels, including discount mass merchants,
office superstores, consumer electronic superstores, home centers and national department stores. The majority of
RTA furniture sales are made through discount mass merchants such as Wal-Mart, Target and Kmart and office
superstores such as Office Depot, OfficeMax and Staples.

We have longstanding relationships with key customers in both of these two major distribution channels. In
fiscal 2003, sales to OfficeMax accounted for about 19% of our gross sales, Office Depot accounted for about 13%
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of our gross sales and Wal-Mart accounted for about 12% of our gross sales. Similar to other large RTA furniture
manufacturers, our sales are fairly concentrated.

Sales and Marketing

We manage our customer relationships both through our in-house sales force and a network of independent
sales representatives. In general, key accounts such as OfficeMax, Office Depot and Wal-Mart are called on by our
sales force. Smaller customers are serviced mainly by independent sales representatives, whose activities are
reviewed by our in-house sales force.

We work extensively with our customers to meet their specific merchandising needs. Through customer
presentations and other direct feedback from the customer and consumers, we identify the consumer tastes and
profiles of a particular retailer. With this information, we make product recommendations to our customers. We
maintain a close dialogue with customers to ensure that the design and functional requirements of our products are
fulfilled.

Our products are promoted by our customers to the public under cooperative and other advertising
agreements. Under these agreements, our products are advertised in newspaper inserts and catalogs, among other
publications. We generally cover a portion of the customer's advertising expenses if the customer places approved
advertisements mentioning us and our products by name. We may also provide support to some customers'
advertising programs. We generally do not advertise directly to consumers. We do, however, advertise in trade
publications to promote O'Sullivan as a producer of high quality RTA furniture.

We provide extensive service support to our customers. This support includes designing and installing in-
store displays, educating retailers' sales forces and maintaining floor displays. We have been recognized for our
commitment to our retail partners and have earned several awards in recent years.

We participate in the furniture trade shows held in High Point, North Carolina in April and October of each
year. High Point is a major international trade show in the furniture industry. It attracts buyers from the United
States and abroad. We also maintain other showrooms to market our product lines.

We sell our products throughout the United States and in Canada, Mexico, the United Kingdom, Australia
and other countries. Export sales were $19.8 million, $19.1 million and $23.9 million in fiscal 2003, 2002 and 2001,
respectively. In fiscal 2003, sales increased, primarily due to increased sales in Australia. In fiscal 2002, sales
decreases in Central and South America, the Middle East and the United Kingdom were partially offset by sales
increases in the Canadian market. In fiscal 2001, sales increases in the United Kingdom and Canada due to
marketing successes were more than offset by sales decreases in the Middle East.

Manufacturing

Producing RTA furniture begins with laminating paper or polypropylene to particleboard and fiberboard.
Only after laminating the board do we cut the board into parts. Each part for a unit is processed over the machines
necessary to provide the desired size and shape, edge treatment, holes for assembly, decorative embossing and other
features. Each part is processed only over the machines needed for its completion; therefore, we do not process all
parts for a particular product on a single production line. We then assemble outsourced items such as screws,
dowels, glass and other pieces as necessary. Finally, all of the parts and outsourced items needed for a unit are
placed in a carton with assembly instructions and sealed.

We operate two modern manufacturing facilities, in Lamar, Missouri and South Boston, Virginia. In total,
these facilities have approximately 1.8 million square feet of space.

e Lamar, Missouri: Opened in 1965, this facility has approximately 1.1 million square feet of space. It is
our larger facility and has the capability to produce our entire product offering. This facility also serves
as our corporate headquarters.
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e South Boston, Virginia: Opened in 1989, our South Boston facility has been expanded to
approximately 675,000 square feet, including an expansion of approximately 200,000 square feet
completed in 2001. The South Boston facility has the capability to manufacture most of our products.

Product Design and Development

We believe we are an industry leader in product quality and innovation. We are committed to the
continuing development of unique furniture that meets consumer needs. With over 50% of our sales to the home
office and small office market, we believe we are recognized as one of the industry's premier producers of
contemporary home office and small office RTA furniture. In the past three years, we introduced an average of over
150 products per year. In the RTA furniture industry, a new product can be a variation in color or styling of an
existing product. By providing a continuous supply of new product introductions, we endeavor to drive demand for
our products, which we believe will help us to maintain our profit margins.

We maintain an in-house product design staff that collaborates with our marketing personnel and customers
to develop new products based on demographic and consumer information. We also work with outside designers.
The product design professionals work with our engineering division to produce full-scale prototypes. The
engineering staff uses computer-aided design software, which provides three-dimensional graphics capabilities. The
software allows a design engineer to accelerate the time-to-completion for a new product design. This allows us to
reduce the time for newly conceived products to reach the market. We then show our prototypes to our customers to
gauge interest. We also respond to suggestions from our retail customers regarding potential new products. If initial
indications of product appeal are favorable, we usually can commence production within twelve weeks. We spent
approximately $1.3 million, $1.1 million and $1.0 million on product design and development in fiscal years 2003,
2002 and 2001, respectively.

Raw Materials

The materials used in our manufacturing operations include particleboard, fiberboard, coated paper or
polypropylene laminates, glass, furniture hardware and packaging materials. Our largest raw material cost is
particleboard. We purchase all of our raw material needs from outside suppliers. We buy our particleboard and
fiberboard at market-based prices from several independent wood product suppliers. We purchase other raw
materials from a limited number of vendors. These raw materials are generally available from other suppliers,
although the cost from alternate suppliers might be higher.

As is customary in the RTA furniture industry, we do not maintain long-term supply contracts with our
suppliers. We do, however, have long standing relationships with all of our key suppliers and encourage supplier
partnerships. Our supplier base is sufficiently diversified so that the loss of any one supplier in any given commodity
should not have a material adverse effect on our operations. We have never been unable to secure needed raw
materials. However, there could be adverse effects on our operations and financial condition if we are unable to
secure necessary raw materials like particleboard and fiberboard.

Because we purchase all of our raw materials from outside suppliers, we are subject to changes in the prices
charged by our suppliers. Our two largest raw material costs are particleboard and fiberboard. In fiscal 2003, prices
for fiberboard declined slightly. Particleboard prices fluctuated slightly in fiscal 2003. We generally cannot increase
the prices at which we sell our products to our customers. However, as we introduce new models, our pricing for the
model reflects our current costs. We cannot assure you that raw material prices will not increase in the future. If the
demand for particleboard increases, prices may rise in 2004 or even earlier. See "Risk Factors—Our operating
income would be reduced if the prices our suppliers charge us for raw materials increase."

Competition

The residential furniture market is highly competitive and includes a large number of both domestic and
foreign manufacturers. Our competitors include manufacturers of both RTA and assembled furniture. Although a
large number of companies manufacture RTA furniture, the top five North American RTA furniture manufacturers
accounted for an estimated 70% of United States. RTA furniture retail sales in 2002. Our top four competitors are
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Sauder Woodworking, Inc., Bush Industries, Inc., Dorel Industries, Inc. and Creative Interiors. Some of our
competitors have greater sales volume and financial resources than we do. RTA furniture manufacturers compete on
the basis of price, style, functionality, quality and customer support.

In recent years, sales of imported RTA furniture have been increasing in the United States. We anticipate
that we will continue to compete with imports in the United States. We are reacting to this new competition by
emphasizing our design capabilities, our quality and our ability to deliver products from the factory more quickly
and at competitive prices. We have also begun to source the manufacture of certain products from other countries.

Several manufacturers, including O'Sullivan, have excess manufacturing capacity due to the current decline
in sales in the RTA furniture market and increasing imports. This excess capacity is causing increased competition.

Patents and Trademarks

We have a United States trademark registration and international trademark registrations or applications for
the use of the O'Sullivan® name on furniture. We believe that the O'Sullivan name and trademark are well-
recognized and associated with high quality by both our customers and consumers and are important to the success
of our business. Our products are sold under a variety of trademarks in addition to O'Sullivan. Some of these names
are registered trademarks. We do not believe that the other trademarks we own enjoy the same level of recognition
as the O'Sullivan trademark. We also do not believe that the loss of the right to use any one of these other
trademarks would be material to our business.

We hold a number of patents and licenses. We do not consider any one of these patents and licenses to be
material to our business.

Shipping

We offer customers the choice of paying their own freight costs or having us absorb freight costs. If we
absorb the freight costs, our product prices are adjusted accordingly. When we pay freight costs, we use independent
trucking companies with whom we have negotiated competitive transportation rates.

Backlog

Our business is characterized by short-term order and shipment schedules of generally less than two weeks.
Accordingly, we do not consider backlog at any given date to be indicative of future sales.

Seasonality

We generally experience a somewhat higher level of sales in the second and third quarters of our fiscal year
in anticipation of and following the holiday selling seasons.

Insurance

We maintain liability insurance at levels that we believe are adequate for our needs. We believe these levels
are comparable to the level of insurance maintained by other companies in the furniture manufacturing business.

Employees

As of June 30, 2003, we had approximately 1,750 employees. About 76% percent of these employees are
located in Lamar, Missouri. None of our employees are represented by a labor union. We believe that we have good
relations with our employees. We decided to decrease our level of operations at our South Boston, Virginia facility
in the fourth quarter of fiscal 2003. As a result, we had approximately 1,525 employees as of August 31, 2003.
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Environmental and Safety Regulations

Our operations and current and/or former facilities are subject to extensive federal, state and local
environmental, health and safety laws, regulations and ordinances. Some of our operations require permits. These
permits are subject to revocation, modification and renewal by governmental authorities.

Governmental authorities have the power to enforce compliance with their regulations. Violators are
subject to civil, and in some cases criminal, sanctions. Although compliance with these regulations imposes burdens
and risks on us, in the past, they have not had a significant effect on our results of operations, capital expenditures or
competitive position. In fiscal 2001, we received a Title V operating permit for our facility in Lamar, Missouri. The
permit imposes additional monitoring restrictions on our operations, but has not required us to modify our
operations. We have addressed certain issues with the Missouri Department of Natural Resources regarding the
effectiveness of the monitoring requirements. There can be no assurance that future changes in laws and or
regulations will not require us to make significant additional expenditures to ensure compliance in the future.

Our manufacturing process creates by-products, including sawdust and particleboard flats. At the South
Boston facility, this material is given to a recycler or disposed of in landfills. At the Lamar facility, the material has
been sent to recyclers and off-site disposal sites. In fiscal 2003, the percentage of material delivered to recyclers at a
reduced cost declined; and our disposal costs increased 8%. Our by-product disposal costs were approximately
$650,000 for fiscal 2003, $600,000 for fiscal 2002 and $1.1 million for fiscal 2001.

Our manufacturing facilities ship waste products to various disposal sites. If our waste products include
hazardous substances and are discharged into the environment, we are potentially liable under various laws. These
laws may impose liability for releases of hazardous substances into the environment. These laws may also provide
for liability for damage to natural resources. One example of these laws is the federal Comprehensive Environmental
Response, Compensation and Liability Act. Generally, liability under this act is joint and several and is determined
without regard to fault. In addition to the Comprehensive Environmental Response, Compensation and Liability Act,
similar state or other laws and regulations may impose the same or even broader liability for releases of hazardous
substances.

We have been designated as a potentially responsible party under the Arkansas Remedial Action Trust
Fund Act for the cost of cleaning up a disposal site in Diaz, Arkansas. We entered into a de minimis buyout
agreement with some of the other potentially responsible parties. We have contributed $2,000 to date toward
cleanup costs under this agreement. The agreement subjects potentially responsible parties to an equitable share of
any additional contributions if cleanup costs exceed $9 million. In this event, we would be liable for our share of the
excess. Cleanup expenses have approached $9 million. The state has approved a plan providing that groundwater at
the site be monitored. No further remediation activity is necessary unless further problems are discovered. The
monitoring activities, which are underway, should not require the potentially responsible parties to make additional
payments. Assuming no further problems are discovered, we believe that the amounts we may be required to pay in
the future, if any, relating to this site will be immaterial.

Our operations also are governed by laws and regulations relating to workplace safety and worker health,
principally the Occupational Safety and Health Act and related regulations. Additionally, some of our products must
comply with the requirements and standards of the United States Consumer Products Safety Commission. We
believe that we are in substantial compliance with all of these laws and regulations.

Properties
O'Sullivan owns two manufacturing, warehouse and distribution facilities. The Lamar, Missouri facility,
which also serves as O'Sullivan's headquarters, consists of approximately 1.1 million square feet of space. The South

Boston, Virginia facility has approximately 675,000 square feet of space.

We purchased additional land adjacent to our Lamar facility in July 2002. We have some excess land at
South Boston which may be used for expansion.
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We lease space for showrooms in High Point, North Carolina and in other locations in the United States.
We also lease warehouse space in Lamar and Neosho, Missouri. We lease space for factory outlet stores in
Springfield and Joplin, Missouri to sell close-out and excess inventory.

Our Canadian operations are in a leased facility in Markham, Ontario. O'Sullivan's United Kingdom
operations are in a leased facility in Oxfordshire.

The Cedar City, Utah manufacturing plant that we closed in January 2001 was sold in June 2003.

We consider our owned and leased facilities to be adequate for the needs of O'Sullivan and believe that all
of our owned and leased properties are well maintained and in good condition.

Legal Proceedings

On September 24, 2002, Montgomery Ward, LLC filed suit against O'Sullivan Industries in the United
States Bankruptcy Court, District of Delaware, alleging that payments made by Montgomery Ward within 90 days
prior to its bankruptcy constituted preferential transfers under the Bankruptcy Code that should be recovered from
O'Sullivan Industries by Montgomery Ward, together with interest. The alleged payments aggregate $3.7 million.
We received the summons in this action on October 29, 2002. We responded to the suit denying we received any
preferential payments. We intend to contest this lawsuit vigorously.

In August 2003, Ames Department Stores, Inc. filed suit against O'Sullivan Industries in the United States
Bankruptcy Court, Southern District of New York alleging that payments made by Ames within 90 days prior to its
bankruptcy constituted preferential transfers under the Bankruptcy Code that should be recovered from O'Sullivan
Industries by Ames, together with interest. The alleged payments aggregate $2.1 million. We received the summons
in this action on September 22, 2003. We intend to respond to the suit denying we received any preferential
payments. We intend to contest this lawsuit vigorously.

In addition, we are a party to various pending legal actions arising in the ordinary operation of our business.
These include product liability claims, employment disputes and general business disputes. We believe that these
actions will not have a significant material adverse effect on our consolidated operating results, liquidity and
financial condition.
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MANAGEMENT
Directors and Executive Officers

The following table sets forth the names, ages as of September 1, 2003, and a brief account of the business
experience each of our directors and executive officers.

Name Age Title
Daniel F. O'Sullivan............ 62  Chairman and Director
Richard D. Davidson........... 55  President and Chief Executive Officer and Director
Michael P. O'Sullivan.......... 43  Senior Vice President-Marketing
Thomas M. O'Sullivan, Jr... 48  Senior Vice President-Sales
Phillip J. Pacey.......ccceeuenuee 38  Senior Vice President and Chief Financial Officer
Rowland H. Geddie, I11....... 49  Vice President, General Counsel and Secretary
James C. Hillman................ 58  Vice President-Human Resources
E. Thomas Riegel................ 59  Vice President-Strategic Operations
Neal C. Ruggeberg.............. 46  Vice President and Chief Information Officer
Stuart D. Schotte.................. 41  Vice President-Supply Chain Management
Tommy W. Thieman........... 52 Vice President-Manufacturing-Lamar
Charles A. Carroll............... 53  Director
Harold O. Rosser................. 54  Director

Daniel F. O'Sullivan was named President, Chief Executive Officer and a Director of O'Sullivan Holdings
in November 1993 and became Chairman of the Board in December 1993. He relinquished the position of President
of O'Sullivan Holdings in July 1996 and resigned as Chief Executive Officer in October 1998. He served as
President of O'Sullivan Industries from 1986 until July 1996, and was appointed Chairman of the Board and Chief
Executive Officer in 1994. He also served as Chairman of the Board and Chief Executive Officer of O'Sullivan
Industries - Virginia. Mr. O'Sullivan was employed by O'Sullivan from 1962 until his retirement. Under the terms of
his retirement and consulting agreement with O'Sullivan Holdings, Mr. O'Sullivan retired as an executive of
O'Sullivan Holdings, O'Sullivan Industries and O'Sullivan Industries - Virginia effective March 31, 2000. He
remains as non-executive Chairman of the Board for each company.

Richard D. Davidson was promoted to President and Chief Executive Officer of O'Sullivan Holdings,
O'Sullivan Industries and O'Sullivan Industries - Virginia in January 2000. He was named President and Chief
Operating Officer and Director of O'Sullivan Holdings, O'Sullivan Industries and O'Sullivan Industries -Virginia in
1996. He has also served as President and Chief Executive Officer and a director of O'Sullivan Furniture Factory
Outlet, Inc., a subsidiary of O'Sullivan Industries, since March 2002.

Michael P. O'Sullivan was named Senior Vice President-Marketing of O'Sullivan Holdings, O'Sullivan
Industries and O'Sullivan Industries - Virginia in January 2000. He had been Vice President- Marketing of
O'Sullivan Holdings, O'Sullivan Industries and O'Sullivan Industries - Virginia since November 1995. He is also
Senior Vice President-Marketing of O'Sullivan Furniture Factory Outlet, Inc. Mr. O'Sullivan has been employed by
O'Sullivan since 1984.

Thomas M. O'Sullivan, Jr. was promoted to Senior Vice President-Sales of O'Sullivan Holdings, O'Sullivan
Industries and O'Sullivan Industries - Virginia in January 2000. He had been Vice President-Sales of O'Sullivan
Holdings, O'Sullivan Industries and O'Sullivan Industries - Virginia since 1993. Since March 2002, he has served as
Senior Vice President-Sales and a Director of O'Sullivan Furniture Factory Outlet, Inc. Mr. O'Sullivan has been
employed by O'Sullivan since June 1979.

Phillip J. Pacey was promoted to Senior Vice President and Chief Financial Officer of O'Sullivan
Holdings, O'Sullivan Industries and O'Sullivan Industries - Virginia in January 2000. He was appointed Vice
President-Finance and Treasurer of O'Sullivan Holdings, O'Sullivan Industries and O'Sullivan Industries - Virginia
in July 1999. From November 1995 until July 1999, he served as Treasurer of O'Sullivan Holdings, O'Sullivan
Industries and O'Sullivan Industries - Virginia. Since March 2002, he has served as Senior Vice President and Chief
Financial Officer and a Director of O'Sullivan Furniture Factory Outlet, Inc.
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Rowland H. Geddie, III has been Vice President, General Counsel and Secretary of O'Sullivan Holdings,
O'Sullivan Industries and O'Sullivan Industries - Virginia since December 1993. He served as a Director of
O'Sullivan Industries and O'Sullivan Industries - Virginia from March 1994 through November 1999. Since March
2002, he has served as Vice President, General Counsel and Secretary and a Director of O'Sullivan Furniture
Factory Outlet, Inc.

James C. Hillman has been Vice President-Human Resources of O'Sullivan Holdings since November 1993
and of O'Sullivan Industries since 1980. He also serves as Vice President-Human Resources of O'Sullivan Industries
- Virginia and O'Sullivan Furniture Factory Outlet, Inc. Mr. Hillman has been employed by O'Sullivan since May
1971.

E. Thomas Riegel has been Vice President-Strategic Operations of O'Sullivan Holdings, O'Sullivan
Industries and O'Sullivan Industries - Virginia since November 1995. From June 1993 until November 1995, he was
Vice President-Marketing of O'Sullivan Holdings, O'Sullivan Industries and O'Sullivan Industries - Virginia. He is
also Vice President-Strategic Operations of O'Sullivan Furniture Factory Outlet, Inc. Mr. Riegel has been employed
by O'Sullivan since May 1971.

Neal C. Ruggeberg was promoted to Vice President and Chief Information Officer of O'Sullivan Holdings,
O'Sullivan Industries and O'Sullivan Industries Virginia in July 2002. From 1996 to July 2002, Mr. Ruggeberg
served as Director of Information Services for O'Sullivan Industries and O'Sullivan Industries - Virginia.

Stuart D. Schotte was appointed Vice President-Supply Chain Management in July 1999 for O'Sullivan
Holdings, O'Sullivan Industries and O'Sullivan Industries - Virginia. From February 1998 to July 1999, Mr. Schotte
served as Controller for O'Sullivan Holdings, O'Sullivan Industries and O'Sullivan Industries - Virginia. From July
1996 until February 1998, Mr. Schotte served as Director of Financial Analysis and Planning for Fast Food
Merchandisers, Inc. Since March 2002, he has also served as Vice President-Supply Chain Management for
O'Sullivan Furniture Factory Outlet, Inc.

Tommy W. Thieman was appointed Vice President-Manufacturing-Lamar in July 1999 for O'Sullivan
Holdings and O'Sullivan Industries. Since 1987, he has served as the Plant Manager in Lamar for O'Sullivan
Industries. Mr. Thieman has been employed by O'Sullivan since 1972.

Charles A. Carroll became President and Chief Executive Officer of Goodman Global Holdings, Inc., a
manufacturer of air conditioning and heating equipment, in September 2001. Prior to that, he served for two years as
President and Chief Executive Officer of Goodman Global's Amana Appliances Division until its sale by Goodman
Global to Maytag. From 1993 to 1999, Mr. Carroll was President and Chief Operating Officer and a director of
Rubbermaid, Inc. Mr. Carroll was appointed a Director of O'Sullivan Industries, O'Sullivan Holdings and O'Sullivan
- Virginia in July 2001.

Harold O. Rosser was appointed a director of O'Sullivan Holdings, O'Sullivan Industries and O'Sullivan
Industries - Virginia in connection with the merger and recapitalization in November 1999. Mr. Rosser has been a
principal of BRS since August 1995. Mr. Rosser was an officer of Citicorp Venture Capital from 1987 through July
1995. He is a director of Acapulco Restaurants, Inc., H&E Equipment Services, LLC, Il Fornaio (America)
Corporation, McCormick and Schmick Restaurant Corp., Penhall International and RACI Holdings Inc./Remington
Arms Co., Inc.

Certain Relationships

Daniel F. O'Sullivan, Thomas M. O'Sullivan, Jr. and Michael P. O'Sullivan are brothers. Tommy W.
Thieman is the brother-in-law of Daniel F. O'Sullivan, Thomas M. O'Sullivan, Jr. and Michael P. O'Sullivan. Tyrone
E. Riegel and James C. Hillman were, prior to the deaths of their respective spouses, brothers-in-law of Daniel F.
O'Sullivan, Thomas M. O'Sullivan, Jr. and Michael P. O'Sullivan. Tyrone E. Riegel and E. Thomas Riegel are
brothers.
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Executive Compensation

The following table reflects the cash and non-cash compensation for the chief executive officer of
O'Sullivan and the six next most highly compensated executive officers (the “named officers”) at June 30, 2002.

Summary Compensation Table

Annual
Compensation(1)
All Other
Name and Principal Position Salary($) Bonus($) Compensation($)(2)

Richard D. DavidSon .........cccccceovvvveeevcvieecineeeennenn. 2003 372,415 - 55,980
President and Chief Executive Officer 2002 300,000 199,800 31,281
2001 297,885 105,000 49,896

Tyrone E. Riegel(3)...cooveriviieiieiienieceeeeeeeeeine 2003 224,846 - 40,122
Executive Vice President 2002 213,200 101,570 25,872
2001 212,885 53,300 39,603

Thomas M. O'Sullivan, Jr.........ccccoeevveeveeeirceeeenn. 2003 179,531 - 30,133
Senior Vice President-Sales 2002 160,000 76,300 19,351
2001 159,423 40,000 28,067

Phillip J. Pacey ....cccvveieieiieiieiieieeieeee e 2003 174,338 - 28,986
Senior Vice President and Chief Financial Officer 2002 150,000 81,550 18,220
2001 149,615 37,500 24,970

Michael P. O'Sullivan..........cccoovveeeiieceeceeeeeeeene. 2003 151,277 - 26,752
Senior Vice President-Marketing 2002 140,400 66,990 17,653
2001 140,192 35,100 25,876

E. Thomas Riegel .........cccoeviriiniiniiieeeieceee 2003 151,277 - 27,477
Vice President-Strategic Operations 2002 140,400 53,352 18,464
2001 140,192 28,380 26,953

Rowland H. Geddie, I ...........ccovveeiiiiiiiiiieiiee 2003 151,277 - 26,179
Vice President, General Counsel & Secretary 2002 140,400 63,352 17,428
2001 140,192 28,380 25,401

(1) For the years shown, the named officers did not receive any annual compensation not properly categorized as
salary or bonus, except for certain perquisites and other personal benefits. The amounts for perquisites and other
personal benefits for the named officers are not shown because the aggregate amount of such compensation, if
any, for each of the named officers during the fiscal year shown does not exceed the lesser of $50,000 or 10%
of total salary and bonus reported for such officer.

(2) In fiscal 2003, other compensation for the named officers consisted of the following:
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Matching and Matching and

Profit Sharing Profit Sharing

Contributions Stock Purchase Contributions

Group Life under Savings  Program ("SPP'") under Deferred

Insurance Auto and Profit Matching Compensation

Name Premiums  Allowance Sharing Plan Contributions Plan

Richard D. Davidson $ 2,583 $ 9,000 $ 16,837 $ 9,971 $ 17,589
Tyrone E. Riegel $ 4914 $ 8,500 $ 12,986 $ 5,557 $ 8,165
Thomas M. O'Sullivan, Jr.... $ 1,047 $ 8,500 $ 11,977 $ 47311 $ 4297
Phillip J. Pacey .....ccceceeuruneeee $§ 385 $ 8,500 $ 11,419 $ 4370 $ 4312
Michael P. O'Sullivan.......... $ 500 $ 8,500 $ 9,626 $ 3,702 $ 4423
E. Thomas Riegel ................ $ 2,888 $ 8,000 $ 9,799 $ 3,369 $ 3,421
Rowland H. Geddie, III........ $ 867 $ 8,000 $ 10,034 $ 3,619 $ 3,659

The table does not include amounts payable in the event of a change in control. See "Change in Control
Protections."”
(3) Mr. Riegel retired on November 15, 2003.
Option Grants in the Last Year
During the fiscal year ended June 30, 2003, no options were granted to the named officers.
Option Exercises in the Last Year and Year-End Option Values
No options were exercised by the named officers in fiscal 2003. The following table summarizes

information regarding outstanding options to purchase stock held by the named officers as of June 30, 2003. All
options to purchase Series A junior preferred stock are vested and exercisable.

Series A Junior

Common Stock Preferred Stock

Option Option Value of Value of Option Value of
Shares Shares Exercisable  Unexercisable Shares Exercisable

Exercisable  Unexercisable Options Options Exercisable Options

Name at 6/30/03 at 6/30/03 at 6/30/03 at 6/30/03 at 6/30/03 at 6/30/03
Richard D. Davidson........... 1,700 6,800 $ - $ - 10,929 $ 1,775,479
Tyrone E. Riegel 800 3,200 $ - $ - 3,378 $ 548,706
Thomas M. O'Sullivan, Jr.... 800 3,200 $ - $ - 5,996 $ 974,112
Phillip J. Pacey .......cocueveneee. 800 3,200 $ - $ - 1,411 $ 229,287
Michael P. O'Sullivan.......... 800 3,200 $ - $ - 6,176 $ 1,003,291
E. Thomas Riegel................. 600 2,400 $ - $ - 4,390 $ 713,123
Rowland H. Geddie, III........ 600 2,400 $ - $ - 6,375 $ 1,035,629

Change in Control Protections

O'Sullivan Holdings has termination protection agreements with its executive officers. If the employment
of a protected employee is terminated by us within a period of up to 24 months after a change in control, the
employee will be entitled to receive various benefits. These benefits include:

e acash payment equal to the current base salary and highest bonus received in the previous three years;

e a cash payment equal to the bonus earned by the employee in the year of termination, calculated on a
pro rated basis on the date of termination;

e acash payment equal to accrued and unpaid vacation pay;
e acash payment for an automobile allowance of 12 months;

e continued life and health insurance coverage for up to 12 months;
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a lump sum payment, adjusted for taxes, to the employee in an amount equal to the protected
employee's unvested profit sharing account in the Savings and Profit Sharing Plan;

a cash payment based on the amount that the protected employee would have received under our
Deferred Compensation Plan had he continued to work for O'Sullivan until he attained the age of 65;

all outstanding stock options vest and become immediately exercisable;

O'Sullivan will be required to purchase for cash any shares of unrestricted common stock and options
for shares at the fair market value;

one year of outplacement services;
for certain executive officers, if the protected employee moves more than 20 miles from his primary
residence in order to accept permanent employment within 36 months after leaving O'Sullivan, we will

repurchase the employee's primary residence; and

if the executive officer is required to pay an excise tax under Section 4999 of the Internal Revenue
code of 1986, we will pay the employee an additional amount to offset the effect of the tax.

The agreements for certain executive officers also provide for cash payments in lieu of matching payments
under the Stock Purchase Program and the Savings and Profit Sharing Plan. The agreements for certain executive
officers also provide that, in some circumstances, they may voluntarily leave our employment after a change in
control and receive the benefits under the protection agreements. These circumstances include:

an adverse change in the executive's status, title or duties;

a reduction in the executive's salary or bonus;

relocation of the executive's office to a site which is more than 20 miles from its present location;
a reduction in the executive's benefit levels;

the insolvency or bankruptcy of O'Sullivan; or

the executive leaves the employment of O'Sullivan for any reason during the 60-day period beginning
on the first anniversary of the change in control.

The table below sets forth the total payments that may be received by each of the named officers if these
persons are terminated during fiscal 2004, assuming the provisions of his Termination Protection Agreement were
applicable. The values of non-cash benefits have been included on the basis of their estimated fair value. These
amounts do not include any payments to be received for shares of O'Sullivan Holdings stock or options to acquire
O'Sullivan Holdings stock. These amounts also do not include payments which we would make to offset the effect
of excise taxes or to purchase any officer's home. We have assumed for this purpose that the named officers are
terminated on September 30, 2003.
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Officer Amount

Richard D. DavidSOn .......c..cocoviiviiiiiiiiieiieeeee e $ 799,762
President and Chief Executive Officer

Tyrone B. Ri€Zel ......ouooviuiiiiieieiiceeeeeeeeeeeeeeeeee $ 476,590
Executive Vice President

Thomas M. O'Sullivan, JT........cooeeeeeeeeeeeeeeeeeeeeeeeee. $ 379,515
Senior Vice President-Sales

Phillip J. PACEY ..vovveviiiieeietiieieereeeeteeee et $ 362,253
Senior Vice President and Chief Financial Officer

Michael P. O'Sullivan............ccocceeeeeeveecreccreeieereeereeeveene $ 330,478
Senior Vice President-Marketing

E. Thomas Ri€gel ........c.ccooivveuieiiciiieiecieeceeeeeeeeeee e $ 315,298
Vice President-Strategic Operations

Rowland H. Geddie, IIL........cccoooviiiiiiiiiieeeeeeeeeeeeeees $ 323,007

Vice President, General Counsel & Secretary
Compensation Committee Interlocks and Insider Participation

The members of O'Sullivan Holdings Compensation Committee are Harold O. Rosser and Charles A.
Carroll. Neither member of the Compensation Committee was an officer or employee of O'Sullivan or its
subsidiaries during the fiscal year ended June 30, 2003. Neither was formerly an officer of O'Sullivan or any of its
subsidiaries. In addition, no executive officer of O'Sullivan serves on the board of directors or the compensation
committee of another entity where a committee member is employed. Mr. Rosser is a managing director of BRS
which owns approximately 73% of our common stock. Bruckmann, Rosser, Sherrill & Co., LLC ("BRS, LLC"), an
affiliate of BRS and O'Sullivan Industries have entered into a Management Services Agreement. See "Certain
Relationships and Related Transactions—BRS, LLC Management Services Agreement."

Compensation of Directors

Directors of O'Sullivan who are not employees or consultants of O'Sullivan, BRS or affiliates of either of
them are paid $7,500 per meeting attended in person and $2,500 per meeting attended by telephone (with all
meetings that occur on the same day being considered as one meeting). The chairmen of the compensation
commiittee and the audit committee each receive an additional $1,000 per year if not employed by BRS or its
affiliates. O'Sullivan pays the expenses of directors to attend meetings. Directors who are not employees or
consultants of O'Sullivan, BRS or affiliates of either of them will also receive a one-time option to purchase shares
of common stock of O'Sullivan Holdings. Employees of O'Sullivan do not receive additional compensation for their
service as a director other than payment of expenses, if any, to attend a meeting.
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SECURITY OWNERSHIP AND CERTAIN BENEFICIAL OWNERS

The following table sets forth, as of December 15, 2003, certain information with respect to the beneficial

ownership of the securities of O'Sullivan Holdings by (i) each of our directors, (ii) each of the named executive, (iii)
our executives and directors as a group and (iv) the only other owner of five percent of any class of O'Sullivan
Holdings' equity securities known to us.

Senior Preferred

Options to Purchase
Series A Junior

Series B Junior

Common Stock Stock Preferred Stock Preferred Stock
Name of Beneficial Owner Shares % Shares % Options % Shares %
BRS(1) e 994,998(2)  72.73% - - - - 442,223(2) 83.59%
Harold O. Rosser ................ 994,998(2)  72.73% - - - - 442,223(2) 83.59%
Charles A. Carroll............... 4,0003) 0.29% - - - - - -
Daniel F. O'Sullivan ........... 9,972 0.73% 197,681 1.20% 4,432 7.35% - -
Richard D. Davidson........... 83,249(4) 6.08% 14,707(4) 5) 10,929 18.12%  20,839(4) 3.94%
Tyrone E. Riegel................. 22,065(6) 1.61% 101,806 5) 3,378 5.60% 3,644 5)
Thomas M. O'Sullivan, Jr.. 34951(7) 2.55% 23,963 ) 5,996 9.94% 6,561(6) 1.24%
Phillip J. Pacey.......cceunee.. 12,549(7)  0.92% 29,590 5) 1,411 2.34% 1,722 5)
Michael P. O'Sullivan. 32,105(7) 2.35% 32,303 5 6,176 10.24% 5,117 5)
E. Thomas Riegel................ 20,416(8) 1.49% 30,630 5) 4,390 7.28% 2,425 5)
Rowland H. Geddie, I1I ...... 25,359(7) 1.85% 5,340 5) 6,375 10.57% 2,636 5)
Directors and executive
officers as a group
(14 persons) ......coceceeeenennne 1,300,149(8) 94.20% 464,046 2.82% 52,839 87.10%  495,295(8) 93.63%
BancBoston Investments,
INC cooiieeeeeeeeeen 93,273(9) 6.38% - - - - 39,273(9) 6.91%

Each management participant has a business address at 1900 Gulf Street, Lamar, Missouri 64759-1899.
BRS' address is 126 East 56th Street, 29th Floor, New York, New York 10022. Mr. Carroll's address is 2550 North
Loop West, Suite 400, Houston, Texas 77092. BancBoston Investments, Inc.'s address is 175 Federal Street, 10th
Floor, Boston, Massachusetts 02110. BancBoston Investments, Inc. is a subsidiary of Fleet Boston Financial
Corporation, a publicly held corporation.

(1) The principals of BRS' general partner are Bruce C. Bruckmann, Harold O. Rosser, Stephen C. Sherrill, Thomas
J. Baldwin and Paul D. Kaminski, each of whom could be deemed to beneficially own the shares of O'Sullivan
Holdings held by BRS.

(2) BRS holds 989,617 shares of common stock and 439,831 shares of Series B junior preferred stock. BRS'
general partner holds 5,381 shares of common stock and 2,392 shares of Series B junior preferred stock. All of
these shares of common and Series B junior preferred stock may be deemed to be beneficially owned by Harold
O. Rosser, a Director of O'Sullivan.

(3) These shares are issuable upon the exercise of options.

(4) Includes 77,553 shares of common stock, 19,054 shares of Series B junior preferred stock and 13,874 shares of
senior preferred stock held in a limited partnership of which Mr. Davidson and his wife are the general partners.
Also includes 1,700 shares of common stock issuable upon the exercise of options.

(5) Less than one percent.

(6) Includes 16,423 shares of common stock and 1,503 shares of Series B junior preferred stock held in a trust of
which Mr. Riegel is the trustee. Also includes 800 shares of common stock issuable upon the exercise of
options.

(7) Includes 800 shares of common stock issuable upon the exercise of options.
(8) Includes 600 shares of common stock issuable upon the exercise of options.

(9) Includes the shares held by BRS and its general partner described in note 2. Also includes 7,900 shares of
common stock issuable upon the exercise of options. In addition, includes the partnership and trust shares
described in notes 4 and 6, respectively.

(10) BancBoston Investments, Inc. holds warrants to purchase these shares.
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CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS

Casey O'Sullivan, a son of Daniel F. O'Sullivan, works at Sun Container, a supplier of corrugated boxes to
O'Sullivan. Ryan Fullerton, a son-in-law of Tom Riegel, also works for Sun Container, although he does not call on
O'Sullivan. In fiscal 2003, O'Sullivan paid Sun $3.9 million for corrugated boxes. We have followed the practice of
awarding purchase orders for cartons for a model to the lowest bidder for the carton. These relationships have been
approved pursuant to O'Sullivan's conflict of interest policy.

World Charter Trading, Inc. ("WCT") is a corporation owned by the son of Richard D. Davidson. WCT
sources furniture and other products from the Asia. During fiscal 2003, we paid WCT approximately $537,000 for
furniture it sourced for us. We source furniture products from Asia from different sources; we select the best vendor
for a product based on price, quality, and ability to make timely deliveries. Mr. Davidson is not involved in the
sourcing of furniture through WCT. This relationship has been approved pursuant to O'Sullivan's conflict of interest
policy. It is also monitored by O'Sullivan Holdings' Audit Committee.

In connection with the November 1999 recapitalization and merger, O'Sullivan Holdings loaned Stuart D.
Schotte, Vice President-Supply Chain Management, $256,831 to purchase O'Sullivan Holdings' common stock and
Series B junior preferred stock. The loan bears interest at 9% per annum simple interest and is payable on November
30, 2009 or earlier if there is a change in control of O'Sullivan Holdings. The note is with full recourse to Mr.
Schotte. During the fiscal year ended June 30, 2003, the largest amount outstanding under the note, including
principal and interest, was $313,395, which was the amount outstanding at June 30, 2003.

BRS, LLC Transaction Fees

BRS, LLC provided various advisory services to us related to the recapitalization and merger. These
services included arranging and negotiating the financing of the recapitalization and merger, arranging and
structuring the transaction, including forming O'Sullivan Industries, planning its capital structure, planning
O'Sullivan Holdings' capital structure and related services. For these services, BRS, LLC received a transaction fee
of $4.0 million plus $62,000 in expenses upon completion of the recapitalization and merger.

BRS also provided $15.0 million of financing pursuant to a securities purchase agreement with O'Sullivan
Holdings. BRS received a transaction fee of $300,000 in connection with its provision of this financing. BRS
subsequently sold the securities it acquired under this agreement to BancBoston Investments, Inc.

BRS, LLC Management Services Agreement

In connection with the merger, we entered into a management services agreement with BRS, LLC. Under
the terms of this agreement, BRS, LLC provides:

e general management services;

e  assistance with the negotiation and analysis of financial alternatives; and

e other services agreed upon by BRS, LLC.

In exchange for these services, BRS, LLC will earn an annual fee equal to the greater of:

e 1.0% of our annual consolidated cash flow (as defined in the indenture related to our senior
subordinated notes); or

e $300,000.
The credit agreement, the indenture for the senior secured notes and the management services agreement all

contain certain restrictions on the payment of the management fee. The management services agreement provides
that no cash payment for the management fee can be made unless the fixed charge coverage ratio (as defined in the
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indenture for the senior subordinated notes) for our most recently ended four full fiscal quarters was greater than 2.0
to 1.0. Similarly, the indenture for the senior secured notes provides that payments under the management services
agreement are conditional and contingent upon the fixed charge coverage ratio (as defined in the indenture for the
senior secured notes) for the four most recently ended full fiscal quarters immediately preceding any payment date
being at least 2.0 to 1. The credit agreement prevents us from paying fees and expenses under the management
services agreement if a default or event of default exists or if one would occur as a result of the payment. All fees
and expenses under the management services agreement are subordinated to the senior subordinated notes.

Pursuant to the management services agreement, we paid BRS, LLC $1.0 million in fiscal 2003,
representing amounts due for a portion of fiscal 2001 and for fiscal 2002 and 2003. The management fees and
reimbursable expenses of $75,000 and $110,000 recognized in the first quarter of fiscal years 2004 and 2003,
respectively, are included in selling, marketing and administrative expense in the accompanying consolidated
statements of operations. The prepaid balance at September 30, 2003 and June 30, 2003 was $72,000 and $147,000,
respectively, and is included in prepaid expenses and other current assets on the consolidated balance sheet.

Registration Rights Agreement

In connection with our recapitalization and merger, we entered into a registration rights agreement with
BRS and certain other equity holders of O'Sullivan Holdings. Under the registration rights agreement, BRS and such
other equity holders have the ability to cause O'Sullivan Holdings to register securities of O'Sullivan Holdings held
by the parties to the registration rights agreement and to participate in registrations by O'Sullivan Holdings of its
equity securities.

Severance Agreement

In October 1998, O'Sullivan Holdings entered into a Retirement and Consulting Agreement, Release and
Waiver of Claims with Daniel F. O'Sullivan. Under the retirement agreement, as amended in May 1999, Mr.
O'Sullivan resigned as Chief Executive Officer in October 1998 and retired as an executive on March 31, 2000.
O'Sullivan Holdings agreed to pay Mr. O'Sullivan $42,160 per month for 36 months after his retirement and then to
pay him $11,458 per month until he reaches age 65. Payments under Mr. O'Sullivan's retirement and consulting
agreement amount to an aggregate of $2.2 million and a present value of approximately $1.9 million. During this
period, Mr. O'Sullivan is required to provide consulting, marketing and promotional services with respect to our
manufacturing activities and relations with major customers, if requested by us, from time to time. Mr. O'Sullivan
has agreed not to compete with us during the period he is a consultant. O'Sullivan Holdings will also provide Mr.
O'Sullivan with health insurance during the term of the agreement and thereafter until he becomes eligible for
Medicare and life insurance during the term of the agreement.

Early Retirement Agreement

Tyrone E. Riegel, our Executive Vice President, has entered into an early retirement agreement with us.
Pursuant to the agreement, he retired on November 15, 2003. We will pay him $335,336.54 in a lump sum on
January 2, 2004, and we will pay him $5,000 per month for thirty months, beginning May 15, 2005. In addition, we
will pay health insurance for Mr. Riegel and his family through November 15, 2007. Mr. Riegel has agreed to act as
our consultant through November 15, 2007 and has agreed not to compete with us during that period. In addition,
the Compensation Committee has approved an amendment to Mr. Riegel's common stock option agreement that
permits him to retain his options after he is no longer an O'Sullivan employee. His options will continue to vest as
though he were still an O'Sullivan employee.
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DESCRIPTION OF SENIOR SECURED REVOLVING CREDIT FACILITY

The following description does not purport to be complete and is qualified in its entirety by reference to the
credit agreement, which is available upon request from us.

Our new credit facility, with General Electric Capital Corporation ("GECC"), as agent, is a five-year
facility, and provides for borrowings of up to $40.0 million (containing a sublimit of $25.0 million available for the
issuance of letters of credit).

Subject to compliance with customary conditions precedent and to the extent of availability under a
collateral borrowing base, revolving loans will be available at any time prior to the final maturity of the new credit
facility. Unless we otherwise elect, amounts repaid under the new credit facility may be reborrowed prior to the final
maturity of the new credit facility, provided that availability requirements are met and subject to compliance with
customary conditions precedent. Letters of credit will be available at any time on or after the closing date of the new
credit facility and will have an expiry date occurring no later than the earlier of: (i) one year from the date of
issuance of the letter of credit, or (ii) 30 days prior to the final maturity of the senior credit facility.

All of our obligations under the new credit facility are unconditionally guaranteed by O'Sullivan Holdings
and each of our existing subsidiaries and each subsequently acquired or organized domestic subsidiary. The new
credit facility and the related guarantees are secured by (i) a first-priority security interest in and lien on substantially
all of our and our guarantors' accounts receivable, inventory, deposit accounts, certain books and records and certain
licenses, whether now owned or hereafter acquired, and (ii) a second-priority security interest, subordinate to the
liens securing the notes pursuant to intercreditor arrangements, in and lien on substantially all of our and our
guarantors' assets other than accounts receivable, inventory, capital stock of O'Sullivan Industries and the subsidiary
guarantors, deposit accounts, certain books and records and certain licenses. With respect to accounts receivable,
inventory, and the other property securing our obligations on a first-priority basis under our new credit facility, other
than deposit accounts, the holders of the notes have a second-priority security interest behind the new credit facility.

Loans under the new credit facility bear interest, at our option, at either a (i) floating rate per annum (the
"Index Rate") equal to the higher of the rate publicly quoted from time to time by The Wall Street Journal as the
"base rate on corporate loans posted by at least 75% of the nation's 30 largest banks" or the Federal Funds Rate plus
50 basis points or (ii) the London inter-bank offered rate ("LIBOR Rate"), in each case plus a margin. Overdue
principal and, to the extent permitted by law, overdue interest will, in each case bear interest at 2.00% in excess of
the rate then applicable to such loans. Interest on all loans under the new credit facility will be payable (x) in the
case of Index Rate loans, monthly, and (y) in the case of LIBOR Rate loans, on the last day of the interest period
applicable thereto or every three months in the case of interest periods in excess of three months and, in each case, at
the time of repayment of any such loans and at maturity. In addition to paying interest on any outstanding principal
amount under the new credit facility, we are required to pay a fee on the unused portion of the new credit facility
equal to 0.50% per annum of the unused daily balance of the revolving credit commitment (treating the maximum
amount available to be drawn under all outstanding letters of credit as an outstanding loan under the facility),
commencing on the date on which we enter into the new credit facility and payable monthly in arrears, based upon
the actual number of days elapsed in a 360 day year. For each letter of credit we issue, we will be required to pay a
fee equal to the product of the maximum amount available to be drawn under such letter of credit multiplied by a per
annum rate of 2.50% payable monthly in arrears, together with any bank fees and charges incurred by the GECC in
connection with the issuance of such letter of credit.

The credit agreement documentation contains certain customary representations and warranties and
contains customary covenants restricting our ability and our subsidiaries' ability to, among others thin