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Stock Data

in EUR 2005/06 2004/05 2003/04
Earnings (loss) per share 0.74 (0.99) 0.18
Stock price at end of financial year 19.40 17.50 22.45
Stock price high in financial year 22.18 29.40 23.20
Stock price low in financial year 16.10 15.73 9.50
Market capitalization at end of financial year 97,000,000 87,500,000 112,250,000
Trading volume (average daily number of shares) 13,983 13,897 13,688

Financial Calender

Tuesday 25.07.2006 Press conference on financial year, Vienna
Wednesday 09.08.2006 Sales for first quarter of 2006/07
Tuesday 12.09.2006 Annual Shareholders’ Meeting, 2 p.m., Bregenz

Thursday 21.09.2006 Earnings for first quarter of 2006/07
Wednesday 27.09.2006 Ex-dividend date

Friday 29.09.2006 Dividend payment date
Wednesday 08.11.2006 Sales for first half of 2006/07
Monday 18.12.2006 Earnings for first half of 2006/07
Friday 16.03.2007 Sales for third quarter of 2006/07

Periodic update on Wolford website www.wolford.com/Investor Relations




Key Figures for the Wolford Group

Changes

absolut /

percentage
in EUR '000 2005/06 points 2004/05 2003/04
Sales 121,426 5,119 116,307 119,214
EBITDA 13,695 7,481 6,214 9,359
EBITDA margin 11.3% 6.0 5.3% 7.9%
EBIT 7,433 7,947 (514) 2,633
EBIT margin 6.1% 6.5 -0.4% 2.2%
Result from continuing operations 6,003 8,172 (2,169) 1,021
Net profit (loss) for the year 3,504 8,191 (4,687) 860
Total assets 127,959 1,646 126,313 135,950

Non-current assets excluding

financial assets 66,621 345 66,276 67,974
Bank borrowings and other liabilities 29,119 (1,963) 31,082 37,771
Net debt 20,178 1,466 18,712 23,412
Gearing 31.5% 0.8 30.7% 36.0%
Shareholders‘ equity 63,972 3,078 60,894 65,054
Equity ratio 50.0% 1.8 48.2% 47.9%
Gross liquidity 8,941 (3,429) 12,370 14,359
Cash generated by operations 4,276 (5,615) 9,891 12,917
Cash flow from operating activities 7,960 (2,784) 10,744 13,708
Capital expenditure 6,615 785 5,830 3,591
Depreciation and amortization 6,262 (466) 6,728 6,726
Number of employees (full-time equivalent) 1,383 (5) 1,388 1,430
ROS 2.9% 6.9 -4.0% 0.7%
NOPAT 5,575 5,961 (386) 2,217
Working capital 8,260 724 7,536 4,550
Capital employed 97,601 2,982 94,619 101,632
ROCE 5.7% 6.1 -0.4% 2.2%
ROE 5.5% 13.2 -7.7% 1.3%
WACC 4.7% 0.6 4.1% 4.3%
EVA 972 5,217 (4,245) (2,172)
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Anria. Report 2005 /06

Wolford Aktiengesellschaft

WolfordstraRe 1, Bregenz on Lake Constance, Austria
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Wolford’s Products

Legwear

The Wolford Legwear range comprises the
pantyhose, stockings, stay-ups, knee-
highs and socks product groups. The
range includes year-round essentials, as
well as seasonal fashion collections twice
a year. Legwear has constituted Wolford’s
core business for over five decades, and
accounted for 49.3 percent of brand sales
in 2005/06.

Bodywear

Wolford’s Bodywear products such as the
classic "body”, shirts, tops, sweaters, cardi-
gans, dresses, skirts and pants grew out of
Wolford’s hallmark circular knitting tech-
nology and are constantly being refined.
The proportion of brand sales accounted
for by the Bodywear segment grew from
36.3 percent in 2004/05 to 38.0 percent
in 2005/06 as a result of the introduction
of strategic and carefully chosen additions
to the range.

Lingerie (bodyCULTURE)

Wolford’s exclusive lingerie collection,
consisting of year-round products and
seasonal lines, completes the Wolford
portfolio. “Cross stories”, which feature a
combination of designs and materials used
in the lingerie and bodywear product lines
are proving increasingly attractive to con-
sumers. The Wolford lingerie collection
generated 10.3 percent of brand sales in
2005/06.

Swimwear

The Wolford swimwear range is a summer
collection that boosts sales especially in
the Company’s southerly markets, thanks
to the extended warm season. This product
group includes one-piece swimsuits and
bikinis, fashionable beach accessories such
as towels, pareos, dresses, shirts, tops
and other items. Swimwear accounted for
2.1 percent of brand sales in 2005/06.
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For the greatest day in a
woman'’s life. New: lingerie
lines with contemporary cup
forms and matching legwear
in bridal white.
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The luxury edition - comprising
exclusive couture bodies,
presented to an interna-

tional audience in

pantyhoses and an evening gown -
crowns 55 years of knitting

Bregenz. technology and creativity.

O
60

}
<
i

New stere concept  (ro- -
World and European premiere
of the new Wolford boutique

design in Zurich and Cologne.
The unique new concept
creates a fitting image for the
point of sale of a luxury brand.
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Knitted to technical perfection
by luxury label Wolford and

refined by the creative hand of
US designer Zac Posen. Limited
to just 99 units worldwide,
picture by top photographer
Sante D’Orazio.
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We Care Camzalen

Wolford has been actively partici-
pating in the fight against breast
cancer for three years. In 2005,
10 percent of the sales price of a
special pink ribbon product was
again donated to international
organizations working on the
prevention and cure of breast
cancer and in breast cancer
education.
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B Multibrand retailers
0 Department stores
{ Private labels

0 Boutiques

B Factory outlets

Trends in
selected markets

European Union

8 Non European Union

LEy 15
2EU 25

Sales by distribution channel

30 %
50 %
40 %
3%
20 %

iI0%

0%
1985/96

Wolford posted increased sales in virtually
all its markets in 2005/06.

Broken down by region, there were no

significant changes in shares compared
with the previous year. The proportion of

Sales EU / non-EU

2005/C6

sales accounted for by the European Union
(EU 25) remained unchanged over the pre-
vious financial year at 72.3 percent, with
27.7 percent going to non-EU countries.
Exports, at 86.1 percent, also remained at
the same level.

2005/056?
2004/05?
2003/04!

50 60 70 80 90 100 in%




LT d 4 90/S0 Pi03|0;

90/5002 JeaA |eldueUL] S PIOJIOM

%2 11 3 %6 EL V
%E L NVIS A

s
%59 N
%29 HD
%L'SIN %S v VSN
%U 1 18Y0 T %921 Dud

Juadsad 91
4O 3SEIIDUI UB YIM ‘13Lenb ise| sy ul AI9A0D
-3J Jo subBis 1e3|> pamoys 1911e| 3yl ‘wop
—-Bury parufn Yyl pue adueld Ul UMOD
ApyYbBIS 219m JedA 3yl Joj S9[BS JIYM "S9(Bs
[101 O dJeys Juadad §HT B Yum Jaxiew
1596.18|-pu03ds 3yl sI 1 - 1uddad Z 4o
Yimosb yim ‘anocsdwi 01 panuiluod ‘00l
‘WS 2Y) Ul s3]eS "puadl ywmoub aanisod ay)
129434 Ale3|D Ssialienb BAIINDISUOD XIS Ul
S9SBIOUI S3[eS "Judd.3d ¢ dn ||13s Jam soes
“31BWID JIWOU0I INILYIP 3yl Jo dds ul

90/5002 1¥j4ew d1ydesboab Aq sajes

‘90/ 500 Ui S9[BS [e101 01 UOIINGLIUOD JUD
—1ad 9'/1 © yim 1daew 1sabiej s pIoJioMm
1S S Yoiym ‘Auewssn ul Asoideysizes osfe

SEM 2DUBWIO0MS "IUd243d G JO 3seasdul ue
Yam ‘[[e19A0 193JBW 1sabue| paiyl s1l os|e
SIYDIYM ‘eriasny ‘1dJew awoy si Ul [[3m
pawJopad pIOJJOM “SPUBLIDYISN 341 Ul dn
juadJad QT pue AjRy) uf uadiad T dn 19)
-Jenb yunoj buoais e 01 SHUBY) - (auadsad
11 dn) eiaeulpUedS *QuUdIad TZ dn) adoang
uiayse] ‘(quadsad 1§ dn) ureds ul ymoub
1b1p-3|qnop sjeanal sisAjeue pajieiad




Wolford’s Financial Year 2005/06

Volford 05/06 » P 28

B in Group currency

The Wolford brand
center stage

Change in brand sales by geographic market 2005/06

CEE

SCAN
NL
CH

FRG
USA
F ~4%
UK -5%

Far East -6%

-20% -10% 0% 10% 20% 30%

As in past years, the Wolford brand private label segment increased slightly,
accounted for 96.0 percent of total sales thanks in parts to the acquisition of new
in 2005/06. With 4.0 percent of total sales, partners (2004/05: 3.8 percent).

the share of the total accounted for by the
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As an international luxury brand, Wolford
is a byword for quality, comfort and
design in its legwear, bodywear, lingerie
and swimwear product groups. Legwear
remains by far the largest product group,
contributing 49.3 percent (2004/05:
50.5 percent) to brand sales, followed by

Brand sales by product group 2005/06

bodywear with a share of 38.0 percent
(2004/05: 36.3 percent), lingerie with
10.3 percent (2004/05: 10.4 percent),
swimwear with 2.1 percent (2004/05:
2.5 percent) and accessories with
0.3 percent (2004/05: 0.3 percent).

Accessories 0.3%

Legwear 49.3% \J—

Swimwear 2.1%

Lingerie 10.3%

Bodywear 38.0%

In addition to positive revenue growth of
2 percent in its core legwear market, trends
were also extremely positive elsewhere,
most notably in bodywear. Strategic and
selective expansion of fashionable ladies’
outerwear enabled Wolford to increase
sales by 9 percent in this particular product
group, and thus also to expand the group’s
share of brand sales.

Following on after co-operative ventures
with designers such as Vivienne Westwood,
Lagerfeld Gallery, Missoni and Emilio Pucci,
and successful work with Giorgio Armani,
the co-branding agreements with lux-
ury French brand Kenzo and American
designer Zac Posen have been extremely
well received by the industry and by whole-
salers.
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The strategic focus on unceasing product
innovation is also reflected in the gather-
ing improvement in sales. Over two thirds
of brand sales (68.2 percent) in 2005/06
were accounted for by products that were
less than three years old.

Only 10 years ago the share of sales
accounted for by new products was only
46.7 percent. Wolford’s much loved best
sellers, which have captivated customers
worldwide with their elegance, durability
and quality for many years, accounted for
about a quarter (22.9 percent) of brand
sales in 2005/06 (2004/05: 23.0 percent).

Brand sales by product age in 1995/96 and 2005/06

5+ years 27.6%

4-5 years 11.0%

3-4 years 14.7%

2-3 years 16.0%

1-2 years 19.6%

0-1years 11.1%

1995/96

5+ years 22.9%

4-5 years 3.3%

3-4 years 5.6%

2-3 years 19.9%

1-2 years 27.7%

0-1 years 20.6%

2005/06
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Corporate Social
Responsibility

Economic responsibility

Social responsibility

As a global concern, Wolford is aware of
its corporate responsibilities to society and
the environment. Not only economic but
also social and environmental values are
fundamental to its corporate strategy and

Together with its employees and busi-
ness partners, Wolford is always work-
ing to ensure that the business continues
to be profitable and successful. Its cor-
porate strategy is focused on maintaining
its brand value in the long term, but with-

Wolford Group recognizes that its employ-
ees play a major role in the success of the
business, and therefore attaches great
importance to training and continuing edu-
cation. In the past financial year, the Group
made investments in long-term develop-
ment programs for managerial effective-
ness, leadership and change management.

Optimum working conditions and high
health and safety standards are also prime
concerns within the Wolford Group. In
addition to standardized check-ups - for
instance, the company offers free eye tests
- two major health campaigns were started
last year: a comprehensive anti-smoking
campaign, and a breast-cancer preven-

operations. These responsibilities are in
turn the motivation underlying numerous
activities in the fields of health care, cul-
ture, and protection of the environment
and of ecosystems.

out losing sight of shorter-term market
demands and capital market requirements.
The good results of 2005/06 confirm the
soundness of this policy of long-term stra-
tegic management.

tion campaign entitled “Prevention Makes
Sense”, in which 450 female employees
participated.

Social responsibilities, however, extend
well beyond the circle of the Group’s own
employees: for three years, Wolford has
been supporting a worldwide initiative
to encourage awareness of breast-can-
cer prevention through the annual sale of
a special “pink ribbon” product. In 2005,
Wolford also donated 10 percent of the
sales income from the current pink rib-
bon shirt to international organizations
which work on the prevention and treat-
ment of breast cancer, and run education
campaigns.




Branding

The Group continues to work towards the

realization of its strategic goal: the posi-
tioning of Wolford as an international lux-
ury brand, based on a blend of innova-
tion, exclusivity of design and a carefully
selected marketing mix.

The cornerstones of the Wolford strategy
are:

— Long-term strengthening of the brand,
through concentration on the core brand
message, strategic, selective expansion
of the product portfolio and an unrelent-
ing focus on growth drivers

<+ Further expansion of market share in
the premium segment, supported by co-
operative projects with international star
designers

—- Introduction of a new visual brand iden-
tity through the roll-out of the new store
concept, combined with an even stron-
ger customer focus, all harnessed for
revenue-driven growth

Positive sales growth generated by the
Wolford luxury label in almost all prod-
uct groups in 2005/06 clearly reflects the
longer-term success of the new strategy
introduced two years ago. Today, Wolford’s

focus is clearly on the luxury segment of
the market, and it continues to devise and
implement a range of measures aimed at
increasing the continuing impact of the
brand. These include in particular the stra-
tegic expansion of the product range and
the broadening of fashion design exper-
tise. The Wolford brand has in recent years
developed beyond its origins in legwear
and bodywear to become an international
luxury brand with a full-range fashion pro-
duct portfolio. The introduction of outer-
wear products such as trousers, skirts,
suits, sweaters and coats in addition to the
existing lingerie and swimwear product
groups several seasons ago has met with
lively interest from consumers and marks a
gradual but definite shift towards a younger
target audience.

Wolford is a global luxury brand. Its high
quality original products are unique and
unmistakable. Co-operative ventures
with top designers Vivienne Westwood
and Emilio Pucci, and successful work
with Giorgio Armani and luxury brands
Missoni and Lagerfeld Gallery, underpin the
exclusive positioning of the Wolford brand.
Wolford collections are sold in 60 countries
around the world via a network of Wolford
owned stores and Wolford partners.
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Investments

Depreciation and amortization

Depreciation and amortization of tangible
and intangible assets (including goodwill)
declined from EUR 6.7 million in 2004/05
to EUR 6.3 million. Investments in tangible

Investments and depreciation (EUR '000)

and intangible assets of EUR 6.6 million were
EUR 0.8 million higher than in the previous
year.

. 6,615
2005/06 B S
5,830
2004/05 RERC 6,728
3,591
2003/04 7 3.0% ’ 6,726

0 2,000 4,000 6,000 8,000

Other operating expenses (EUR '000)

..... as a percentage of sales

35,000
30,000

25.000 | eeeeeeeeemeeemeientT
23.6% 24.7%

] 25.4%

20,000
15,000
10,000

5,000

2003/04 2004/05 2005/06

Other operating expenses of EUR 30.9 million
were EUR 2.1 million up on the previous year,

..... as a percentage of sales

2005/06 30,866
2004/05 28,757
2003/04 28,191

chiefly as a result of higher advertising costs
and increased expenses for rents.
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Cash flow
0 Profit from continuing

operations

The financial result of EUR -1.4 million was
EUR 0.3 million better than in the previous
year.

Financial result (EUR '000)

2005/06 (1,430)

2004/05 - (1,655)

2003/04 o (1,612)
|m,.ooo -1,000 0

Wolford Group’s profit from continu-
ing operations improved by an impressive
EUR 8.2 million to EUR 6.0 million (2004/05:
EUR -2.2 million). Cash flow from oper-
ating activities of EUR 4.3 million was
EUR 5.6 million down on the previous year.
This is principally attributable to the trans-
fer and payment of a pension obligation
amounting to EUR 1.5 million in respect of
a former member of the Executive Board

to a pension fund, to additional corpo-
rate income tax payments of EUR 2.4 mil-
lion following a tax audit, to interest on
tax underpayments of EUR 0.3 million and
to higher working capital requirements of
EUR 2.7 million resulting from changes in
inventory valuation methods. Adjusted for
these non-recurring items, cash flow from
operating activities was up EUR 1.3 million
on the previous year.

Profit from continuing operations, cash flow (EUR '000)

2005/06 wmmwmmOOw

NOOA\OM HAN_Hme

2003/04 101

-2,000 0 2,000 4,000 6,000 8,000 10,000 12,000 14,000
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2. Risk Management

Financial instruments

Financial instruments are contracts giv-
ing rise to financial entitlements and obli-~
gations. They include primary financial
instruments such as trade receivables and
payables, cash, bank balances, and loans
receivable and borrowings. The primary
financial instruments involving credit risks
which the Group holds are receivables,
cash and cash equivalents, and securities.
Derivative financial instruments (deriva-
tives) are financial instruments whose value
changes as the result of a change in inter-
est rates or market prices, which require
little or no initial net investment and are
settled at some future date.

Wolford Aktiengesellschaft uses deriva-
tives to hedge against exchange and inter-
est rate risks: the aim in hedging exchange
risks is to provide a reliable basis for plan-
ning and budgeting over a 12-month time
horizon. In interest rate management, the
goal is to reduce interest rate risk on both
assets and liabilities.

Credit or default risk

On the assets side, the carrying amounts
also represent the maximum credit or
default risks.

The risks are considered to be low: the
banks involved are predominantly of excel-
lent financial standing, and the Company
uses Prisma Kreditversicherungs AG and
OKB Versicherungs AG to provide credit
insurance against customer credit risks.

Interest rate risk
On the assets side, there is interest rate
risk on fixed income securities.

On the liabilities side, interest rate risk on
financial liabilities is partly hedged with an
interest rate swap, the fair value of which at
April 30, 2006 was EUR -2,000. Changes in
the value of the swap are recognized in the
income statement.
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3. Events after
balance sheet date

Principal risk categories

Market risks - these include the risks of
possible changes in financial position as
a result of changes in market prices (raw
materials, currencies, interest rates, com-
petitors and market environment).

Operational risks - these include the risks
of possible changes in financial position
as a result of defective processes, system
malfunctions, employees’ inadequate qual-
ifications or lack of care, fraud and natural
disasters.

There were no significant events after bal-
ance sheet date.

Customer credit risks - these comprise the
risks of losses as a result of the inability to
recover receivables.

Business risks - these include the risks of
possible changes in financial position as a
result of business activities (e.g. fluctua-
tions in demand, projects, fashion, strate-
gies, legal risks, joint ventures).
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5. Non-financial
performance
indicators

Wolford is investing in staff training and
continuing education all the time, and is
unswerving in its commitment to improving
working conditions as a means of building
up individual skills and qualifications and
to improving motivation.

A special series of management training
seminars aimed at first and second tier
managers was introduced in 2005/06 with
the focus on

- Managerial effectiveness

- Leadership

- Change management

The most important asset of any com-
pany is a healthy workforce: with this in
mind, Wolford launched a two-pronged
health campaign in 2005/06. The Group’s
first initiative was a major non-smoking
offensive using talks and pictures as well
as lung function tests to demonstrate to
employees the damage caused by smok-
ing. Wolford also sponsored an information
event aimed at promoting early identifica-
tion of breast cancer under the banner of
“Prevention Makes Sense”, in which about
450 employees participated. Preventative
healthcare is central to the Group’s health
promotion activities.

Because Wolford is located in the Bregenz
Groundwater Protection Zone Il, extensive
precautionary measures had to be taken
when the production facility was con-
structed. All parts of the building were
coated with an absolutely impermeable seal
to prevent groundwater from being con-
taminated by any chemical leaks. A special
ramp has been constructed for delivery of
chemical supplies to ensure the highest
possible degree of safety when unload-
ing or pumping chemicals. In the course
of constructing the new facility, Wolford
has installed a comprehensive waste heat
recovery system which, in addition to
bringing savings in primary energy costs,
has a positive impact on the environment.
Gas-fired boilers ensure that emissions are
kept to an absolute minimum. The auto-
mated lighting and blind system ensures
optimum lighting while reducing electricity
consumption: it automatically adjusts the
level of electric lighting to the level of day-
light and the amount of sunshine. The use
of environmentally friendly dyes ensures
that Wolford’s waste water contains very
low quantities of residue, allowing it to be
directly fed into the municipal water treat-~
ment plant.




6% d 4 90/50 pioj0

90/5002 4edA [edueUY 3Y) 10§ dNOJD PIOJOM JO 1oday wuswabeuep

‘d'w 1zuosan ouqOY

‘d'w rwwiS 1919d

‘d"w uawyeq +36|0H

9002 ‘gz aunf ‘zuabaig

-sBululea ul syuswanoadul 13Yuny I3A119p
01 pa1dadxd ale S150d Buidnpas Ajjpesis
3iym otjosuiod 1onposd 3yl 1IN0 punod 01
pue uolnellauad 19)Jew dsealdul 03 padnp
—oJul Apealje sainseap] ‘yimolb ssjes abe
—J2AR 3A0GE PRIBAIRP SeY AIBAI MaU BY1 4O
UCIIDNPOLIUL BYL “PIsSBAIDUL J3YMNY 3 ||IM
sanbiinog pJojiopm pue s19jIno isuned jo
Jaquinu ay) pue ‘papuedxa J3YUNy 3q ||IM
ssauisng puelqouow 3y ‘sbuiaes 150> Jsy)

—In} INQUIUOD ||IM SMOPIOM pUB SIS$S3D
-o4d ssauisng j0 JuswoaAcIdw pue uolez
—1wndo buobuQ -uesA [edUBUY JUBLIND 3Y)
104 saseasdu| s3jes Aloldeysiies s1sabbns
SIYL '90/500Z ul poiiad awes 3yl yum
psiedwod se uoseas Jaiuim/|[e} 20/9002
3Y) 10} SI2PIO WY Ul seaUdul uIAd 0T
ueyl asow e Agq pauuidiapun Ajjeuonippe s
puaiy aanisod syl ~sunf ol Aejy wouy pouad
ayy Jo4 sajes ul ymmoib nbip-ajgnop yum
“uaels Buouis e 03 Jo 106 £0/900¢ jeldueuld

%0020 'S







//;\ AR

Woiforc 05/06 » S 51

AN SN TN AN
\\\ Vea .
~ NS 2 NS CTRAN N
- N AN N N Tk
% ‘ N S
[P RN \\;\\ Pl \\ - N4
SN ANGN T NS
SN 72BN

// NN NN




111
S01
20T
001
96
6
26
26
16
16
16
06
L8
1£:]
€8
€8
Z8
[
69
89
89
A
9§
14
€S

iddwig

Atesso|n

Modaa preog Alosiazadng

1odau sioypne luspuadapu)

$195S® Jua.Lnd-uou ul sabueyd Jo sjuswalels paieprosuo)
pieog Alosiausdng pue pieog SAIINDAX3

SHSI IBYIO

soajueienb panss)

SIUBUIIWIWO) [ePURUY J3YIQ

s3aled pate|as yum suondesuel)

s13quinu ssAojdwiz

uejd uondo 31015

(Anseauy dnoun) Juswabeuew MSU JepueuUlY
Buniodas uswbag

suonysinboy

uolBWICLUI YO A

USWIIEIS MOYJ YSBD PRIBPI|OSUOD 3Y) O SSI0N ‘Al
193Ys aduefeq Palep!|osuod 3yl 01 SAION |||
JUSWSIEIS SWODUI PAIEPIIOSUOD BY] 01 SIION ||
sajdipund Buizunodlde eoyiubis o

SIUSLWRIEIS [BISUBUY PA1RPIOSUOD SY4| 3Y) O) S3ION
Aunba u1 ssbuey> yo Juawarers paiepliosuo’)
1UBWARIS MO YSed paIIep||osuor)

193Ys Iduejeq palepljosuar)

IUBWSIIRIS SLWODUI PaIepPIOSUOT)

N e -

=

Nl h D s v i D

I RN o W N A I N N

. Ve

e S LA YA VR

ZS d €4.80/50 /0|04

90/500¢ siuawalels [edUBUIY PIIEPIOSUOD)



ComseloEion neemne stalomentter e RSP AISY RIS
in EUR '000 Note 2005/06 2004/05
Sales (1) 121,426 116,307
Other operating income 2) 3,895 3,417
Change in inventories of finished goods and work-in-progress 2,938 (311)
Work performed by the entity and capitalised 96 213
Cost of materials and purchased services (23,645) (24,311)
Employee benefits expense 3) (60,149) (60,344)
Amortization and depreciation of property, plant

and equipment and intangible assets 4) (6,074) 6,501)
Goodwill impairment 4 (188) (227)
Other operating expenses (5) (30,866) (28,757)
Cozreting nroft {oss) (30T 7452 IG=BRAN
Net interest cost (6) (918) (1,048)
Net investment securities income (7) 325 126
Interest on employee benefits (837) (733)
Income tax expense (8) (2,499) (2,518)
Nat oeeTe {oss) Tor thz yes Ry R
iz mg rarsnzre On 10X =oiuten e oS TEr ShErE Zr ORI

Please see notes to the consolidated financial statements
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Corselcates saance sneet as of Avrl 30, 2008
ASSZS
in EUR '000 Note April 30, 2006 April 30, 2005
NOn-Zu7rrant £ssets %)
Property, plant and equipment 60,924 61,203
Goodwill 687 847
Intangible assets 5,009 4,226
Investments 3 3
Other financial assets 8,747 10,721
Long-term receivables (10) 439 424
75,809 77,424
Taterren TEX 25S2Ts (5 .88 L.57
Inventories (12) 27,107 22,762
Current receivables and other assets (13) 17,861 17,677
Current securities and financial investments (14) 0 1,500
Cash and cash equivalents 2,321 2,379
47,289 44,318
"TotEl Zscels 27.258 22,313

Please see notes to the consolidated financial statements
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in EUR '000 Note April 30, 2006 April 30, 2005
Shargholoers’ ezuity 5
Share capital 36,350 36,350
Capital reserves 1,817 1,817
Other reserves 25,805 22,727
63,972 60,894
Nen-gurrent lzzililies
Long-term liabilities (16) 11,361 13,624
Employee benefits (17) 13,292 14,884
Other non-current liabilities (18) 159 129
24,812 28,637
Saferran tEx lzoilities 0 LY z
Current portion of long-term liabilities (16) 1,921 2,214
Bank loans and overdrafts (19) 15,837 15,244
Income taxes 438 624
Other current provisions (20) 4,384 3,315
Trade payables 5,830 4,279
Other current liabilities (21) 10,618 11,106
39,028 36,782
Torzlosnarznc.oers’ erulty anc nrllle 2rEES ACTE

Please see notes to the consolidated financial statements
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in EUR '000 Note 2005/06 2004/05
Result from continuing operations 6,003 (2,169)
- Interest and similar income (246) (229)
+ Interest and similar expenses 1,164 1,277
+ Amortization and depreciation 6,293 6,728
-(+) Gain (loss) from the disposal of property, plant and equipment (129) (979)
-(+) Gain (loss) from the disposal of securities (31) 311
+(-) Currency translation differences (550) (134)
+(-) Increase (decrease) in employee benefits (1,592) 2,040
-(+) Increase (decrease) in long-term receivables (14) 474
+(-) Increase (decrease) in other non-current liabilities 30 (391)
-(+) Increase (decrease) in inventories (4,345) 228
-(+) Increase (decrease) in current receivables and other assets (184) 3,357
+(-) Increase (decrease) in other current provisions 1,069 305
+(-) Increase (decrease) in trade payables 981 (202)
+(-) Increase (decrease) in other current liabilities (489) 128
= Cash generated by operations 7,960 10,744
-(+) Income taxes credited (paid) (2,914) (324)
+ Interest received 249 581
- Interest paid (1,019) (1,110)
Czson Tow Trom coerating activitias LA 40 S.ES
+ Proceeds from the disposal of securities 3,456 1,001
+ Proceeds from the disposal of property, plant and equipment and

intangible assets 207 1,288
- Purchases of other intangible assets (23) (851) (398)
- Purchases of property, plant and equipment (23) (4,620) (2,940)
- Purchases of boutiques (23) (573) (2,761)
Cesy Tow Trom investing 2otivities (7,287 R0
+(~) Change in short-term liabilities 301 (8,505)
+(-) Change in non-current liabilities (2,263) 990
Cesn fow from Srnancing zotivities (822 7578
+(-) Change in cash and cash equivalents 67) (1,434)
+(-) Cash and cash equivalents at beginning of period (22) 2,379 3,845
+(-) Effect of exchange rate differences on cash and cash

equivalents at beginning of period 9 (32)
Cesneng cash erulvaients a2 ang of zerizg 2z Z, 37 7372
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Revaluation
(“Available
Share Capital for Sale”) Hedging Other Treasury
in EUR '000 capital reserves reserve reserve reserves stock Total
Lo Anril BC, 2004 2Z,35C LBLY7 (887} (04 37,243 (8,74.8) ZECEL

Dividends 2003/2004 0 0 0
Net loss for the year 0 0 0
Other changes taken

to equity 0 0 167 14 346 0 527

0 0 0
(4,687) 0 (4,687)

o O

R S RE e B - S 7 -~ 27 aco 7R3 N no
Ao ot Rorll 25, 2005 3Z,350 LE8LY {4245 ° 32,858 748 2824

Dividends 2004/2005 0 0 0
Net profit for the year 0 0 0
Other changes taken

to equity 0 0 (173) 0 (253) 0 (426)
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w
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The Wolford Group is an internationally operating manufacturer and retailer of high-qual-
ity legwear (notably stockings and pantyhose), bodywear, swimwear and lingerie in the
luxury segment of the market. Wolford’s head office is located in Austria at Wolfordstrasse
1, 6901 Bregenz.

The business activity of the subsidiaries consists of selling products obtained from the
parent company.

I. SIGNIFICANT ACCOUNTING PRINCIPLES

1. General information

PEVIOS PUS YR s i e g 2 O Ty ey o O e
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The consolidated financial statements of Wolford AG for the 2005/06 financial year
(May 1, 2005 - April 30, 2006) were prepared in compliance with all International Financial
Reporting Standards (IFRS) that were mandatory at the time of preparation as adopted by
the EU issued by the International Accounting Standards Board (IASB) (formerly interna-
tional Accounting Standards Committee, or IASC) as to be applied in the European Union.

All standards, and all interpretations of the Standing Interpretation Committee (SIC) that
were adopted by the International Financial Reporting Interpretations Committee (IFRIC),
in force and mandatory for the 2005/06 financial year were applied in their then current
form.

As a result of the European Parliament directive (EG) no. 1606/2002 and of the Council
from July 19, 2002, by 2005 at the latest, all listed companies domiciled within the EU are
obliged to prepare their consolidated financial statements in accordance with the Interna-
tional Financial Reporting Standards (IFRS).

The preparation of the consolidated financial statements is the responsibility of the Exec-
utive Board.

In all financial reporting by the Wolford Group for the 2005/06 financial year amounts are
stated in EUR '000 (TEUR).



2. Basis of consolidation

The scope of consolidation is defined in accordance with IAS 27 (Consolidated Financial
Statements and Accounting for Investments in Subsidiaries). In addition to the parent
company, the following subsidiaries are included in the consolidated financial state-

ments:
Direct interest
Company Registered office in %
Wolford Deutschland GmbH, Munich 100
Wolford (Schweiz) AG, St. Margrethen 100
Wolford Paris S.a.r.l., Paris 100
Wolford London Ltd., London 100
Wolford italia s.r.l., Milan 100
Wolford Espana S.L., Madrid 100
Wolford Skandinavia ApS, Copenhagen 100
Wolford America, Inc., New York 100
Wolford Nederland B.V., 's-Hertogenbosch 100
Wolford China Ltd., Hong Kong 100
Wolford Canada, Inc., Vancouver 100
Indirect interest
in %
Wolford Boutiques, LLC New York 100
Fanchon S.a.r.l. Toulouse 100

x) in liquidation

With a purchase contract dated january 29, 2006, Wolford Paris S.a.r.l. acquired the com-
plete stock of Fanchon S.a.r.l. The closing date for the assumption of assets and liabilities
was March 1, 2006. Consequently, the number of fully consolidated companies increased

by one.

The year-end of the consolidated financial statements is that of the parent company
(April 30).

The balance sheet date of all consolidated companies for the financial year is April 30.

The same uniform, Group-wide accounting policies were applied in the preparation of the
separate financial statements of all consolidated companies.




Significant differences between IFRS and Austrian HGB accounting law

s N avaVD e Tl - L i

Austrian accounting regulations give priority to the protection of creditors and therefore
assign paramount importance to the principle of prudence. Likewise, the fact that tax
assessment is based on the commercial financial statements has implications for financial
statements prepared in accordance with Austrian accounting law.

By contrast, the primary objective of IFRS financial reporting is to provide shareholders and
investors with information suitable as a basis for investment decisions. IFRS reporting thus
tends to allocate higher priority to the comparability of financial statements than the HGB,
both between periods and between companies.

Specific differences of particular relevance to Wolford’s consolidated financial statements
are outlined below:
NCor-gurrant 2sseis/ 22ses

SRS 2ETE

Under the HGB, leases and rental agreements are reported mainly on the basis of legal
ownership and in the absence of applicable rules, leased or rented assets are often capital-
ized according to the criteria employed for tax purposes.

Under IFRS, leases are classified on the basis of the extent to which the risks and rewards
incident to ownership of a leased asset accrue to the lessor or lessee, with the substance
of the agreement taking precedence over its legal form.

SnEnciamloas sfs
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Under the HGB, financial assets are carried at the lower of cost or fair value when a decline
in value is other than temporary. Recognition of temporary declines in value is optional.

Under IFRS, depending on their classification, securities held as non-current assets, are
carried at amortized cost using the effective interest method, or at fair value without
deducting transaction costs.




Under Austrian accounting law, securities held as current assets are carried at the lower of
cost or market value.

Under IFRS, securities treated as current assets are carried at market value, with the rec-
ognition of temporary changes in market value being dependent upon the classification of
the security. Where securities are held for trading, changes in value must be recognized in
income. For available-for-sale securities, changes in value are recognized either in income
or directly in equity (in the revaluation reserve).

LYEntCriEs

In accordance with the option existing under the HGB, Wolford waives the inclusion of dis-
cretionary employee benefits in production costs for the purpose of inventory valuation.

As the IFRS do not provide this option, production costs based on IFRS include discretion-
ary employee benefits

P

Under the HGB, the recognition of deferred tax assets resulting from timing differences
between the results for financial reporting purposes and the tax base is optional. Recogni-
tion of deferred tax assets for carry-forwards of tax losses is not permitted.

Under IFRS, both deferred tax assets and deferred tax liabilities are recognized for all
temporary differences between the carrying amounts of assets or liabilities in the balance
sheet and their respective tax base. The size of the deferred tax assets and liabilities is
determined by applying the tax rate expected to be in effect during the period in which the
carrying value of the asset will be recovered or the liability settled. Deferred tax assets are
also recognized on realizable unused tax losses carried forward.

Derivative financial instruments are measured at fair value and recognized directly in the
income statement; the resulting gains or losses are recognized as income or expense.

Under the HGB, derivative financial instruments (used, for example, for hedging transac-
tions) are as a rule carried in the balance sheet only when a loss is imminent.




According to IFRS, should such transactions meet certain criteria and serve to cover the
risk of a change in the reported value of an asset or liability, they are to be seen as a fair
value hedge. Alternatively, when they cover the risk of fluctuations in future cash flows,

they are to be regarded as a cash flow hedge and reported at fair value. Depending on the
classification of the hedges, any gains or losses resulting from a change in fair value are
recognized either in income or directly in equity.

Those derivative financial instruments for which hedge accounting is not permitted under
IFRS are stated at their fair value. Any resulting gains or losses are recognized in income.

Tammn o i ey Commm
Forelgn qurrengy trans.

)

The HGB does not provide specific direction on the translation of financial statements of
companies that do not employ the reporting currency.

In keeping with IAS 21, for subsidiaries not reporting in euros, income and expense items
are translated at average exchange rates for the period. The difference between the income
and expense items translated at these respective rates and the net profit or loss based on
the rate at the period’s balance sheet date is taken to equity where it is reported in the
translation reserve.

Dmcem e s e,
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Under the HGB, if reported on the assets side, monetary items shown in the balance sheet
that are denominated in foreign currency are translated at the exchange rate on the trans-
action date or the lower closing date rate. If reported on the liabilities side, they are trans-
lated at the exchange rate on the transaction date or the higher closing date rate. Unreal-
ized foreign exchange gains are therefore not recognized under the HGB.

Under [FRS, monetary assets and liabilities are measured at the closing rate. Unrealized
exchange gains and losses are therefore recognized as income or expense.

3. Accounting policies applied
Property, plant and equipment are carried at cost and depreciated over their expected use-
ful lives in accordance with IAS 16 (Property, Plant and Equipment) using the straight-line

method.

Interest expenses on borrowings raised to finance property, plant and equipment that are
produced or acquired over an extended period of time are not capitalized.




Straight-line depreciation of property, plant and equipment is based on the following esti-
mated useful lives:

Buildings 10-50 years
Technical equipment and machinery 4-20 years
Other equipment, furniture and fixtures 2-10 years

In the event of significant impairment that exceeds depreciation, if required, assets are
written down in conformity with IAS 36 (Impairment of Assets).

Repair and maintenance costs relating to property, plant and equipment are expensed as
incurred. Such costs are only capitalized if it is expected that the additional expenditure
will yield future additional economic benefits from the use of the asset.

Items leased or rented under other lease or rental contracts are treated as operating leases,
as beneficial ownership is retained by the landlord or lessor. The associated rental pay-
ments are expensed.

Goodwill resuliing from acquisitions is recognized as an asset. An annual impairment test
is performed in accordance with IAS 36.

Other intangible assets are valued at cost and amortized by the straight-line method over their
useful lives of three to ten years.

In the case of goodwill and intangible assets with an indeterminable useful life, an impairment
test is applied annually or more frequently if there are indications that they might be impaired.
Should a potential loss of value be indicated, property, plant and equipment are subjected to
an impairment test.

When determining extraordinary depreciation, the recoverable amount derived from the value
of the higher of the fair value less costs to sell and the value in use of each CGU is compared
with the net book value on the closing date of the financial statements. Should the recoverable
amount be lower than the net book value, the net book value of the asset is to be reduced to
the recoverable amount.




Estimates of the management used to establish the recoverable amount derive largely from
the determination of discount factors, growth rates, as well as probable changes of the

anticipated sales price and thus the related, direct costs.

Pre-tax interest rates are used, which reflect current market estimates and take the spe-
cific risk of the individual CGU into account. This moves within a band of 5-6.5 percent.
Changes in sales prices and the related direct costs are based on experienced figures and
future estimates on possible changes in the markets, whereby annual increases of 3 per-
cent are applied.

The Wolford Group prepares cash flow forecasts for the next four years using the latest
budget approved by the Supervisory Board.

Research costs may not be capitalized under IAS 38 (Intangible Assets) and are expensed
in the period in which they are incurred.

Development costs are generally also expensed as incurred. Development costs are capi-
talized only if the development activities are expected, with reasonable certainty, to result
in future inflows of financial resources that will cover not only the normal costs but also
the respective development costs. Beyond this, development projects must fulfil all of a
number of additional criteria under 1AS 38 in order to qualify for recognition in equity. In
the financial years 2004/05 and 2005/06 no development costs were incurred that were
eligible for capitalization.

In the financial year 2005/06, research and development costs of TEUR 7,555 (2004/05:
TEUR 7,865) were expensed.

Financial instruments are recognized at the settlement date, in keeping with [AS 39.
Securities held as non-current assets include units of an investment fund that serve to
cover the employee benefit obligations as prescribed by tax law. The item also comprises
other securities and investment fund units. These are classified as available-for-sale and,
in accordance with IAS 39, are measured at fair value without deducting transaction costs.
Fair value is deemed to be the market price of these financial instruments at the balance
sheet date. The valuation gain or loss is recognized in equity in the revaluation reserve .




Securities held as current assets and classified as available-for-sale are (in accordance
with IAS 39) carried at fair value as determined by reference to stock market gquotations at
the balance sheet date. Temporary fluctuations in market value are taken to equity (in the
revaluation reserve). When the securities are sold, the corresponding amount released from
the reserve is recognized as a gain or loss in net investment securities income.

Inventories, comprised of raw materials and supplies, are measured at the lower of cost or
market value. As a rule, their consumption is measured at cost.

Work-in-progress and finished goods are valued at the lower of production cost or net
realizable value. Production costs include all expenses which are directly related to the
product, as well as all variable and fixed overheads incurred in connection with production.
Appropriate write-downs are made to reflect inventory risks arising from reductions in net
realizable value and from slow-moving items.

3orrowing costs are expensed as incurred. This represents the benchmark treatment under
IAS 23.

Of the receivables and other assets, receivables are capitalized at the fair value of the con-
sideration given, in accordance with 1AS 39. Other assets are capitalized at cost. Identifi-
able risks are recognized by the allocation of provisions to the requisite amounts.

All cash holdings and financial invesiments with a term to maturity not exceeding 90 days
at the time of acquisition, which are included in cash and cash equivalents, are classified as
liquid assets. These assets are marked-to-market at the balance sheet date. At year-end
none of the amounts included in this item were subject to any restrictions as to their use.

Treasury stock is reported in the balance sheet as a charge to equity, pursuant to 1AS 32.
Inzome tax provisions made for current taxes cover ali tax liabilities known to exist at the

balance sheet date. In addition, assets and liabilities are established for deferred taxes
according to the balance sheet liability method specified in 1AS 12.




This involves accruing deferred taxes for the temporary differences in valuation and report-
ing between the tax bases and the commercial IFRS financial statements of the Group com-
panies and for eliminations. The tax rate applied in the underlying calculation is the rate
that is expected to prevail for the period in which the asset will be realized or the liability

settled. In addition, deferred tax assets are recognized in respect of all the loss carry-for-
wards that with sufficient certainty are expected to reverse in the foreseeable future.

For domestic entities the calculation of deferred taxes is based on a tax rate of 25 percent.
For foreign entities the respective local tax rate is used.

Liabilities are measured at the fair value of the consideration received upon initial recogni-
tion. At the balance sheet date, long-term liability is measured at amortized cost.

The method used to determine the employee benefits is explained in the note to this bal-
ance sheet item.

The other provisions reported under “Provisions” are established in accordance with IAS 37
where the company has a current obligation arising from a past event. Where it is unclear
whether such a current obligation exists, a provision is created only if the obligation is
assumed to exist at the balance sheet date with a probability of more than 50 percent.
Long-term provisions are discounted if the interest component included in the obligation
is significant.

Earnings per share are determined by dividing net profit (loss) for the year by the number
of shares outstanding. The buy-backs of a total of 250,000 shares in the financial years
1998/1999, 1999/2000 and 2000/2001 were taken into account in the calculation. Due
to the fact that the exercise price of the potential stock exceeded the market value at
April 30, 2006, it had no diluting effect and, as in the previous financial year, diluted earn-
ings per share were therefore not calculated. In 2004/2005 and 2005/2006 the basis for
the calculation of earnings per share was determined as follows:

Total number of shares outstanding 5,000,000
less shares of treasury stock -250,000
4,750,000




Revenue recognition occurs when the significant risks and potential rewards of ownership
have been transferred, or when services have been rendered, taking into account the other
revenue recognition criteria set out in IAS 18. Interest income is recognized on a prorated
basis by reference to effective interest rates. Income from royaities and rentals is also
recognized on a prorated basis.

Foreign currency translation differences derived from the translation of monetary items
denominated in foreign currency in individual financial statements and caused by exchange
rate fluctuations between the initial recognition of a transaction and the balance sheet date
are recognized as income or expense in the period. In the 2005/2006 financial year, trans-
lation differences in the amount of TEUR 168 (2004/2005: minus TEUR 166) were taken
to income.

Movements in key exchange rates were as follows:

Currency Middle rate on balance sheet date Average rate for financial year

April 30, 2006 April 30, 2005 2005/06 2004/05
1 EUR / USD 1.2552 1.2972 1.21647 1.25798
1 EUR / JPY 143.3300 136.4000 137.63667 135.16250
1 EUR / GBP 0.6945 0.6782 0.68246 0.68428
1 EUR / CHF 1.5719 1.5377 1.55248 1.53898
1 EUR / CAD 1.4115 1.6205 1.44578 1.61322
1 EUR / DKK 7.4620 7.4465 7.45790 7.43867
1 EUR / HKD 9.7290 10.1040 9.45018 9.80351

With regard to hedging/derivative financial instruments, Wolford has entered into deriva-
tives transactions in the form of forward currency contracts, a long option and an interest
rate swap, in order to hedge its exposure to the effects of foreign currency fluctuations
on the value of assets, liabilities and forecast transactions. The hedging transactions and
derivative financial instruments are measured at fair value and recognized in the income
statement, as not all the requirements for hedge accounting under IAS 39 are met.

As far as the consolidation methods are concerned, for business mergers effected by March
31, 2004, capital is consolidated by the benchmark method set out under IAS 22. The cost
of acquisition or creation of the equity interest in the respective subsidiary is offset against
the value of the identifiable assets and liabilities of the subsidiary at the time of its acquisi-
tion or establishment. For business mergers after March 31, 2004, capital was consolidated
according to IFRS 3.




Intra-group balances are eliminated by netting trade receivables, borrowings and other
receivables with the corresponding liabilities and provisions between the consolidated

subsidiaries.

Intra-group revenues and expenses are eliminated by netting all expenses and revenues
originating from intra-group sales and services.

Intra-group gains or losses from the transfer of assets are offset if material. The same pro-
cedure is used for material intra-group profits from inventories.

Untaxed reserves resulting from special tax exemptions are disclosed in the consoclidated
financial statements under revenue reserves, net of deferred taxes.

When preparing the consolidated financial statements it is necessary, to some extent, to
make estimates and assumptions influencing the carrying values of assets, provisions and
liabilities, the disclosure of other obligations at the balance sheet date and the presenta-
tion of income and expenses during the reporting period. The actual future amounts may
differ from such estimates.

Non-current and current assets and liabilities with a term to maturity of up to one year are
classified as current (short-term). Those with a term to maturity of more than one year are
classified as non-current (long-term). The term to maturity is determined by reference to
the balance sheet date.




Il . NOTES TO THE CONSOLIDATED INCOME STATEMENT

(1) Sales

Detailed information on sales is provided in Segment reporting in V. Other information.

(2) Other operating income

in EUR '000 2005/06 2004/05
Rental income 743 290
Reimbursement of staff costs 803 827
Insurance reimbursements 207 125
Gains from the disposal of property, plant and equipment 129 979
Refunds 188 0
Restaurant revenue 250 259
Grants for advertising and other purposes 545 329
Premiums 301 0
Other 729 608
Total 3,895 3,417
(3) Employee benefits expense
in EUR '000 2005/06 2004/05
Wages 11,294 11,806
Salaries 35,358 33,585
Statutory social security contributions, pay-based levies
and other pay-based compulsory contributions 11,925 11,759
Expenses for severance payments and pensions 840 2,503
Thereof Executive Board 222 2,138
Thereof other management 12 52
Other employee benefits 732 691
Total 60,149 60,344

The increase in expenses for severance payments and pensions in 2004/05 resulted primarily
from the premature departure of a member of the Executive Board.




(4) Depreciation/impairment losses

As a result of impairment reviews under IAS 36, write-downs of TEUR 360 were recognized

(2004/05: TEUR 523).

(5) Other operating expenses

in EUR '000 2005/06 2004/05
Taxes (excluding income taxes) 332 315
Advertising expenses 6,664 5,494
Legal and consulting fees 2,162 2,363
Rental and lease payments

(including operating and incidental costs) 8,126 6,813
Freight 2,090 2,349
Travel expenses 1,677 1,478
Duties and charges 367 349
Insurance premiums 1,097 1,033
Licenses 352 1,105
Car expenses 816 752
IT expenses 645 698
Credit card charges 676 559
Other 5,862 5,449
Total 30,866 28,757
(6) Net interest cost

in EUR '000 2005/06 2004/05
Interest and similar income 246 229
Interest and similar expense (1,164) 1,277)
Total (918) (1,048)
(7) Net investment securities income

in EUR '000 2005/06 2004/05
Income from securities 356 437
Expenses from securities 31 (311)
Total 325 126




(8) Income tax expense

The tax expenditure shows the following breakdown:

in EUR '000 2005/06 2004/05
Tax expense of the financial year (483) (539
Back payments from the tax audit of

Wolford Aktiengesellschaft (2,412) 0
Deferred tax credit / expense 396 (1,979)
Total (2,499) (2,518)

In the 2005/06 financial year, taxes to the amount of minus TEUR 149 (2004/05: minus

TEUR 178) were charged directly to equity.

Reconciliation of tax expense based on the Austrian corporate income tax rate of 25 per-

cent to the effective tax rate for the period:

in EUR '000 2005/06 2004/05
Profit (loss) before taxes 6,003 (2,169)
Income tax expense at the tax rate of 25% (1,501) 542
Foreign tax rates (122) (587)
Tax audit effects (1,547) 0
Capitalization of previously written down loss carry-forwards 736 0
Non-temporary differences 67 169
Losses for which no deferred tax asset was capitalized (111) (745)
Effect from tax rate change to 25% 0 (1,354)
Other (21) (543)
Effective tax expense (2,499) (2,518)
Effective tax rate 42% -116%
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lll. NOTES TO THE CONSOLIDATED BALANCE SHEET

ASSETS
(9) Non-current assets

The movements in non-current (i.e. long-term) assets are presented in detail in the con-
solidated statement of changes in non-current assets. The exchange rate effect resulting
from the translation of foreign entities’ assets at beginning-of-period versus end-of-
period exchange rates is likewise disclosed separately.

Proverly; TiEnt ant eguizmens
Movements in property, plant and equipment are disclosed in detail in the consolidated
statement of changes in non-current assets, which form part of these consolidated finan-
cial statements.
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IntEny
Movements in intangible assets are disclosed in detail in the consolidated statement of
changes in non-current assets, which form part of these consolidated financial state—
ments.

Amortization and impairment losses on intangible assets are shown in the consolidated

statement of changes in non-current assets and included in the item “Amortization and
depreciation” in the consolidated income statement.

for-sale and are measured at fair value, which represents the market price of the units at
the balance sheet date. The change of minus TEUR 49 in fair value during the 2005/2006
financial year (2004/2005: TEUR 19) was taken directly to equity.

(10) Long-term receivables

This item largely represents other receivables.




(11) Deferred tax assets

The deferred tax asset arises from the following temporary measurement and recognition
differences between IFRS carrying amounts and the corresponding tax base:

in EUR '000 April 30, 2006 April 30, 2005
Deaferred tax assets

Allocation to employee benefit provisions 520 540
Eliminations 594 485
Deferred taxes on loss carry-forwards and

write-down to fair value 3,701 3,689
Deferred taxes on temporary differences in the subsidiaries 1,749 1,671
Foreign currency translation 0 72
Other 0 54
Deferred tax assets 6,564 6,511

Deferrea tax liabilities

Property, plant and equipment (190) (183)
Inventory evaluation (26) (24)
Special taxation law items (298) (299)
Securities (14) (18)
Treasury stock (1,057) (1,344)
Foreign currency translation 8 0
Other (110) (72)
Deferred tax liabilities (1,703) (1,940)
Deferred tax assets 4,861 4,571

In accordance with IAS 12, deferred tax assets of TEUR 1,758 (April 30, 2005: TEUR 999)
were recognized for loss carry-forwards that are expected to reverse in the future.

Deferred tax assets were written down by TEUR 2,482 (April 30, 2005: TEUR 3,553).

The tax projection reveals that deferred tax assets from loss carry-forwards will be depleted
within the next four years.

Deferred tax liabilities of TEUR 147 derived from the initial consolidation of Fanchon
S.a.r.l.
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Current assets

(12) Inventories

The breakdown of inventories is as follows:

in EUR '000 April 30,2006 April 30,2005
Raw materials and supplies 5,897 4,769
Work in progress 4,420 4,505
Finished goods and merchandise 16,790 13,488
Total 27,107 22,762

The past financial year saw an adjustment to the valuation parameters for fashion articles,
which are shaped by current sales policy. This change allows specific article valuation in
line with the market.

This new valuation procedure accounts for the difference regarding the saleability of basic
and trend articles, as well as the age of the items.

The effect of the adjustment to the valuation parameters for finished and unfinished prod-
ucts amounts to TEUR 2.738.

(13) Current receivables and other assets

in EUR '000 April 30, 2006 April 30, 2005
Trade receivables 15,448 15,475
Other receivables and assets 1,214 1,075
Prepaid expenses 1,199 1,127
Total 17,861 17,677

Trade receivables included TEUR O (April 30, 2005: TEUR 0) evidenced by bills of
exchange.

(14) Current securities and financial investments

This item includes a time deposit of TEUR O (April 30, 2005: TEUR 1,500) pledged as col-
lateral for liabilities.




SHAREHOLDERS' EQUITY AND LIABILITIES

(15) Shareholders’ equity

The composition of and movement in equity is presented in the separate consolidated
statement of changes in equity.

The issued capital of the company consists of 5,000,000 shares of no par value, each share
representing an equal interest in the share capital.

Tzwital Reserves

The appropriated capital reserve represents proceeds (net of issuing costs) from the sale of
stock above par value in the 1995 financial year.

Sevzluztion (Avzllazie for Saldl) rasarve
The revaluation reserve resulting from the revaluation of financial instruments is reduced
by applicable income taxes.

Tremmciwy ghmr(
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In the reporting year the company did not repurchase any of its stock. The company holds
five percent of the share capital.




Non-current liabilities

(16) Long-term liability

Long-term liability has the following composition:

in EUR '000 April 30, 2006 April 30, 2005

Bank loans (EUR), variable and fixed interest
rates of 2.6% to 4.5%, including TEUR 1,337 of ERP loans

(April 30, 2005: TEUR 2,490) 10,819 13,510

Bank loans (CHF) 338 577

Loan from Forschungsférderungsgesellschaft (EUR),

fixed interest rate of 2% to 2.5% 1,779 1,428

Loan from Vorarlberg regional government (EUR) 346 323

Total 13,282 15,838
of which current 1,921 2,214

Long-term bank liability is secured with TEUR 8,747 of securities held as non-current and

current assets (April 30, 2005: TEUR 8,067).

(17) Employee benefits

Allocations to employee benefits (pensions, severance payments and jubilee payments) are

calculated in accordance with IAS 19.

in EUR '000 April 30, 2006 April 30, 2005
Pensions 3,780 5,191
Severance payments 8,054 8,264
Jubilee payments 1,458 1,429
Total 13,292 14,884




Wolford Aktiengesellschaft has direct pension obligations to current and former members
of the Executive Board based on individual commitments. Actuarial gains and losses are

recognized based on the corridor method.

Pension entitlements were calculated by the projected unit credit method, using the fol-
lowing actuarial assumptions:

Biometric data from AVO 1999 by Pagler & Pagler
Interest rate 5.75% per year
Wage/salary increases 3.0% per year
Average staff turnover 0.0%

Under current legisiation, employees of the Austrian parent company are entitled to a one-
off severance payment if employment is terminated by the company, or upon their retire-
ment. The amount of severance payment is determined by the number of years of service
and the remuneration earned at the time of severance.

Severance payments were calculated by the projected unit credit method, using the follow-
ing actuarial assumptions:

Biometric data from AVO 1999 by Pagler & Pagler
Interest rate 5.75% per year
Wage/salary increases 3.0% per year
Retirement age men: 61.5 - 65 years women: 56.5 - 60 years

Staff fluctuation according to length of service

0-3 years 19%
3-5 years 13%
5-10 years 9%
10-15 years 5%
15-20 years 1%
over 20 years 0%




Movements in the Austrian parent company’s pensions and severance payments during
the financial year were as follows:

in EUR '000 2005/06 2004/05
Cash value of severance payments and

pension obligations as of May 1 13,789 11,729
Current service cost 629 772
Adjustment for current service cost 101 0
Interest expense 749 656
Pension and severance benefits paid (1,478) (879)
Pension fund transfer (1,490) 0
Actuarial loss (gain) (538) 1,511
Present value of obligations as of April 30 11,762 13,789
Cumulative unrecognized actuarial loss [pensions] (214) (560)
Provisions reported in the balance sheet

as of April 30 11,548 13,229

Actuarial gains and losses are recognized in income.

In addition, there are defined benefit plans for severance payments in Italy of TEUR 190
{April 30, 2005: TEUR 151) and for severance payments and pensions in France of TEUR 96

(April 30, 2005: TEUR 75).

For defined-contribution plans, costs of TEUR 57 were charged to income (2004/05: TEUR 34).
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Jubilee payments to the amount of TEUR 1,458 (April 30, 2005: TEUR 1,429) are also
determined in accordance with IAS 19 (revised 1998).

Long-service entitlements were calculated by the projected unit credit method, using the
following actuarial assumptions:

Biometric data from AVO 1999 by Pagler & Pagler
Interest rate 5.75% per year
Wage/salary increases 3.0% per year
Retirement age men: 61.5 - 65 years women: 56.5 - 60 years

Staff fluctuation according to length of service

0-3 years 19%
3-5 years 13%
5-10 years 9%
10-15 years 5%
15-20 years 1%
over 20 years 0%

(18) Other non-current liabilities

in EUR '000 April 30,2006 April 30, 2005
Miscellaneous other non-current liabilities 159 129
Total 159 129




INULCO

Current liabilities

(19) Bank loans and overdrafts

An analysis of current bank loans and overdrafts in 2005/06 and 2004/05 provides the

following breakdown:

in EUR '000 April 30, 2006 April 30, 2005
Variable rate export promotion loans (KRR) 8,779 5,800
Cash credit line | 6,395 6,395
Short-term cash facility in USD 663 3,049
Total 15,837 15,244

(20) Other current provisions

The movements in the most significant other provisions carried in accordance with 1AS 37

are summarized below:

Translation
in EUR '000 May 1, 2005 differences Used Reversal Addition April 30, 2006
Sales bonuses 438 4 (263) (45) 532 666
Staff 1,343 8 (961) (230) 1,901 2,061
Advertising 171 1 (158) (14) 127 127
Tax consulting, auditing 345 6 (347) (4) 401 401
Legal costs 356 (1 (116) (1) 171 409
Freight costs 7 0 (6) (1 3 3
Travel expenses 25 1 (25) (1) 13 13
Licenses 55 0 (161) 0 118 12
Miscellaneous 575 (1) (371) (29) 518 692
Total 3,315 18 (2,408) (325) 3,784 4,384




(21) Other current liabilities

Other current liabilities include, among other items, the following amounts owed to

employees:

in EUR '000 April 30, 2006 April 30, 2005
Unconsumed leave 3,112 2,976
Special payments 1,790 2,003
Overtime pay 1,175 889
Social security obligations 1,022 1,087
Obligations to the Austrian tax authorities 628 631
Obligations to staff 551 591
Obligations from vouchers 821 800
Other 1,519 2,129
Total 10,618 11,106




IV. NOTES TO THE CONSOLIDATED CASH FLOW STATEMENT

The consolidated cash flow statement traces the changes in the Wolford Group’s cash and
cash equivalents over the reporting year as a result of cash inflows and outflows.

The consolidated cash flow statement distinguishes between cash flows associated with
operating activities, investing activities and financing activities.

Cash flow from operating activities is determined using the indirect method. The starting
point is earnings before taxes, which is adjusted for non-cash expenses and revenues. The
result plus the changes in net working capital (excluding cash and cash equivalents) shown
in the consolidated balance sheets, represent cash flow from operating activities.

Inflows and outflows from interest receipts / payments are shown in cash generated by
operations, As a rule, all interest expense and interest income results in cash flows, with
the exception of the interest component in employee benefits.

(22) Cash and cash equivalents

Cash and cash equivalents consist only of cash and of demand deposits at banks.

(23) Purchases of other intangible assets and property, plant and equipment

During the reporting period the Group acquired other intangible assets and property, plant

and equipment in the total amount of TEUR 6,615. The associated cash outflow during the
period totalled TEUR 6,044.




V. OTHER INFORMATION

Via a contract of purchase from January 29, 2006, Wolford Paris S.a.r.l. acquired the entire
stock of Fanchon S.a.r.l., Toulouse. The company operates a boutique in Toulouse, the lease
for which was assumed in unchanged form. Certain assets were acquired in the course of
this purchase (in particular fixtures and fittings, the leasing rights and inventories).

The company was included in the scope of consolidation of Wolford Aktiengesellschaft with
effect from March 1, 2006.

In the 2005/06 financial year the Wolford Group acquired further six partner boutiques/
shop-in-shops from franchising partners. All acquisitions involved the take over of certain
assets (especially fixtures and fittings and inventories).

The total cost of all acquisitions was TEUR 573. Of this sum, TEUR 166 represented tangible
non-current assets and TEUR 480 represented intangible non-current assets (lease and
real estate rights). Acquired inventories amounted to TEUR 315. Wolford assumed a total
of TEUR 20 in obligations to staff.

The new outlets contributed TEUR 1,516 to consolidated sales and TEUR 273 to EBIT.




INOLCOS

Wolford is an internationally operating manufacturer and retailer in the luxury segment of
the high-quality legwear, bodywear, swimwear and lingerie branch. The Group’s manage-
ment information system is organized by regions, which represent the primary level of
segmentation for financial reporting purposes.

As the secondary level of segmentation, Wolford distinguishes between “Retail” and
“Wholesale” activities.

Wolford’s Retail segment comprises all of the company’s own flagship stores, the Wolford-
owned boutiques and its shop-in-shops. The proprietary shop-in-shops are sections of
department stores managed by Wolford. The Wholesale segment for its part covers all
business activities with other retailers.

Inter-segment pricing is based on uniform wholesale prices less country-specific dis-
counts.

As opposed to the preceding year, changes were made to the transfer price policy insofar
as those subsidiaries which due to above-average sourcing activities in their sales territory
incurred extra travel, staff, overhead and market expansion costs, including advertising
expenditure, were granted improved commission and rebates until further notice.
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2005/06
Rest of North

in EUR '000 Austria Europe America Asia  Eliminations Group
Sales 82,487 73,043 17,659 0 (51,763) 121,426

thereof intra-Group 51,763 0 0 0 (51,763) 0
External sales 30,724 73,043 17,659 0 0 121,426
Operating profit (loss) [EBIT] 6,244 792 800 3 (406) 7,433
Segment assets 110,006 24,266 7,732 1 (14,046) 127,959
Segment liabilities 56,663 18,754 4,826 1,252 (17,508) 63,987
Capital expenditure 3,109 2,581 925 0 0 6,615
Amortization and depreciation 4,359 1,159 744 0 0 6,262

thereof extraordinary 0 0 360 0 0 360
Number of employees (total headcount) 1,096 363 115 0 1,574
2004/05

Rest of North

in EUR '000 Austria Europe America Asia Eliminations Group
Sales 80,264 69,740 17,406 147 (51,250) 116,307

thereof intra-Group 51,250 0 0 0 (51,250) 0
External sales 29,014 69,740 17,406 147 0 116,307
Operating profit (loss) [EBIT] (723) 783 (315) (87) (172) (514)
Segment assets 103,615 23,622 6,931 33 (7,888) 126,313
Segment liabilities 58,154 17,796 7,247 1,241 (19,019) 65,419
Capital expenditure 4,472 1,320 38 0 0 5,830
Amortization and depreciation 4,885 993 850 0 0 6,728

thereof extraordinary 0 32 491 0 0 523
Number of employees (total headcount) 1,146 319 122 0 1,587
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2005/06

In EUR '000 Retail Wholesale Eliminations Group
Sales 40,543 86,993 (6,110) 121,426
Carrying amount of non-current segment assets 7,343 68,028 0 75,371
Capital expenditure of non-current segment assets 2,511 4,104 0 6,615
2004/05

In EUR '000 Retail Wholesale Eliminations Group
Sales 32,557 89,549 (5,799) 116,307
Carrying amount of non-current segment assets ® 6,245 70,755 0 77,000
Capital expenditure of non-current segment assets 2,729 3,101 0 5,830

¥) Excluding long-term receivables




Financial risk management (Group treasury)
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A financial instrument is a contractual business transaction that gives rise to a right to
cash or another financial asset. Under IAS 32 and IAS 39 this includes both primary and
derivative financial instruments. Primary financial instruments include, for example, trade
receivables and payables, cash, bank balances, loans receivable and borrowings. Primary
financial instruments held by the company that may involve credit risk are receivables,
cash and cash equivalents, and securities. Derivative financial instruments (derivatives)
are financial instruments, the value of which alters in response to the change in an under-
lying variable (such as an interest rate or security price), that require little or no initial
net investment, and that are settled at a future date. Derivative financial instruments are
used in the Wolford Group to hedge against movements in exchange rates and interest
rates. The purpose of hedging currency risk is to create sufficient predictability in order to
permit budgeting twelve months in advance. The goal in interest rate management is to
reduce interest rate change risk both for assets and liabilities.

s

On the assets side, the reported carrying amounts also represent the maximum credit and
default risk.

The risk actually incurred however, can be regarded as low, as most of the financial insti-
tutions involved have excellent credit ratings. In addition, the company limits the credit
risk associated with customers by taking out credit insurance with Prisma Kreditversicher-
ungs AG and with OKB Versicherungs AG, the Austrian national export credit agency.
nterest rale izl

On the assets side, interest rate risk exists with respect to the fixed-interest securities
reported under financial assets.

On the liabilities side, the borrowings are subject to interest rate risk, which is partly
hedged through an interest rate swap. As of April 30, 2006 the fair value of this swap was
minus TEUR 2. The changes in the value of the interest rate swap are recognized in the
income statement.

The carrying amount of bank liability as of April 30, 2006 represents the outstanding
principal.
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Exchange rate risks arising from foreign currency receivables and forecasted transactions

are largely hedged. This is accomplished by employing currency forwards and options.

o
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The Group treasury uses derivatives in the form of currency forwards, options and an interest

rate swap.

The derivatives positions open at April 30, 2006 had terms of less than twelve months:

April 30, 2006 April 30, 2005
Amount Amount
Foreign Foreign
currency Fair value currency Fair value

in '000 TEUR TEUR in '000 TEUR TEUR
Interest rate
swap 0 5,000 2) 0 5,000 (59)
Currency
forwards
GBP 2,350 3,357 (11) 3,450 4,904 (117)
usD 3,600 2,934 95 3,600 2,799 33
NOK 4,900 615 (17) 7,800 948 9)
SEK 5,200 556 (5) 8,000 880 4
CHF 7,600 4,946 73 7,300 4,809 36
CAD 495 349 0 760 478 10
Purchased
options
usb 1,000 815 35 3,000 2,246 47

The fair value of the derivative financial instruments is recognized in the “miscellaneous”

item under other current provisions.

All forward currency contracts are carried at fair value in accordance with IAS 39. Neither
the currency forwards nor the interest rate swap fulfil the stringent documentation require-
ments for hedge instruments. They must therefore be classified as “held for trading” under
IAS 39, are measured at fair value and recognized in the income statement.
The fair values of the derivative foreign exchange instruments represent the market values
of the forwards or option, which would be required as of April 30, 2006 in order to settle
the respective currency derivative, without regard to any adverse developments in the value

of the underlying instruments.




Tzirvaluz

The carrying amounts of cash and cash equivalents, current receivables and other assets,

trade payables, current liabilities and provisions may be regarded a

of their current values in view of the short-term nature of these assets and liabilities.

The cost and fair value of securities held as non-current or curre

2006 are as follows:

s reasonable estimates

nt assets as of April 30,

Market Gains (losses)
in EUR '000 Cost value taken to equity
April 30, 2006
securities held as non-current assets
investment fund units (GF10) 4,230 3,834 (396)
Fixed-income bonds in Euros 1,006 1,023 17
Floating-rate bonds in Euros 1,517 1,433 (84)
Investment certificates and
investment fund units (other) 2,578 2,457 (121)
Total 9,331 8,747 (584)

Market Gains (losses)
in EUR '000 Cost value taken to equity
April 30, 2005
Securities held as non-current assets
investment fund units (GF10) 4,230 4,014 (216)
Fixed-income bonds in Euros 2,962 2,984 22
Floating-rate bonds in Euros 1,517 1,450 67)
Investment certificates and
investment fund units (other) 2,578 2,273 (305)
Total 11,287 10,721 (566)
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Of these securities, an amount of TEUR 8,747 is pledged as collateral for non-current
liabilities. However, at the balance sheet date, securities to an amount of only TEUR 4,923
(April 30, 2005: TEUR 8,571) were actually required for this purpose.

Notes

Stock option plan

in 1998 and 1999, under a stock option plan, Wolford AG granted senior managers of Wol-
ford AG and Group companies options to buy Wolford AG shares. A total of 29,500 options
have been granted to date. 1,000 options expired in the 2005/06 financial year. No new
options were issued in the financial year 2005/06.

To date, options have been granted as follows:

Former Executive Board members: 10,000 options (Fritz Humer and Josef Metzler, 5,000
options each)

Other senior management: 19,500 options (including 1,500 to senior managers at sub-
sidiaries)

The exercise price is composed of the cost price of EUR 49.49 plus interest at the rate of
four per cent per year and the cost incurred by the employer. Each option confers the right
to buy one share of Wolford AG stock. The exercise period will end on September 7,2006.
The options are not transferable.

No options were exercised in the current financial year. As of April 30, 2006 the fair value of
the options granted was near nil; they are therefore not recognized in the balance sheet




Employee numbers

in financial 2005/06 the Wolford Group had an average staff of 1,383 employees in terms
of full-time equivalents (FTE) (2004/05: 1,388), including 467 wage-earners (2004/05:
515), 899 salaried employees (2004/05: 855) and 17 apprentices (2004/05: 18).

Transactions with related parties

The DORDA BRUGGER JORDIS Rechtsanwilte GmbH legal practice, the managing part-
ner of which, Theresa Jordis, is a member of the Wolford Aktiengesellschhaft Supervisory
Board, advises the company on legal matters. A standard fee was agreed, which is charged
according to the work completed.

In view of the size of her holding in the aforementioned legal practice, no material business
interest exists for Theresa Jordis.

The Swiss RCI Unternehmensberatung AG, Luzern, the CEO of which is Emil Fliickinger,
a member of the Wolford Aktiengesellschhaft Supervisory Board, advises the company in
economic matters. In the 2005/06 financial year, the fee paid to the company amounted
to EUR 414.62.

Other financial commitments

Wolford has the following obligations under long-term rental agreements and operating

leases:

in EUR '000 April 30, 2006 April 30, 2005

Minimum rental and lease payments payable
Within one year 7,186 5,986
After one year and within five years 17,194 16,057
After five years 5,479 3,630

The rental and lease expenditure in the 2005/06 financial year was TEUR 7,073 (2004/05:
EUR 5,917).




Issued guarantees

A guarantee bond exists for a car leasing agreement for a member of the Executive Board
to a total liability risk of TEUR 44 (2004/05: TEUR 45).

Other risks

As far as litigation is concerned, one lawsuit worth mentioning is that involving Pasala Pty
Ltd. in Australia, whereby the management and its legal representatives regard the asso~

ciated risk for the company as being low.

Executive Board and Supervisory Board

2005/06 Severance Total
in EUR '000 Remuneration payments Pensions remuneration
Executive Board members 1,378 3 166 1,547
thereof variable portion 535 0 0 535
thereof subsidiaries 163 0 0 163
Former Executive Board members 0 10 43 53
1,378 13 209 1,600

2004/05 Severance Total
in EUR '000 Remuneration payments Pensions remuneration
Executive Board members 1,127 134 1,870 3,131
thereof variable portion 174 0 0 174
thereof subsidiaries 163 0 0 163
Former Executive Board members 479 0 134 613
1,606 134 2,004 3,744

Emoluments paid to the Supervisory Board amounted to TEUR 50 (2004/05: TEUR 15),
whereby this sum was allocated according to the respective function.




In the 2005/06 financial year the Executive Board had the following members:




The periods in office of the members of the Supervisory Board:

<ls Member since September 3, 2003, appointed for the current

period at the 16th General Shareholders’ Meeting on Septem-
ber 3, 2003 until the discharge for the financial year 2005/06
at the 19th General Shareholders’ Meeting

il Fllckiger Member since December 14, 1992, appointed for the current
period at the 15th General Shareholders’ Meeting on Septem-
ber 3, 2002 until the discharge for the financial year 2006/07
at the 20th General Shareholders’ Meeting

Yot

surger  Member since September 3, 2003, appointed for the current

period at the 16th General Shareholders’ Meeting on Septem-
ber 3, 2003 until the discharge for the financial year 2005/06
at the 19th General Shareholders’ Meeting

Cerg Strernle Member since September 3, 2003, appointed for the current
period at the 16th General Shareholders’ Meeting on Septem-
ber 3, 2003 until the discharge for the financial year 2005/06
at the 19th General Shareholders’ Meeting

Arnten Matnis Delegated by the Staff Council on December 16, 1999

Pater Clanzer Delegated by the Staff Council on March 19, 2001




The Executive Committee (now the Compensation Committee), consisting of Theresa Jor-
dis and Emil Fluckiger, deals with the relationship between the company and the mem-
bers of the Executive Board. The Compensation Committee held three sittings during the
2005/06 financial year.

The Audit Committee (formerly: Balance Committee), consisting of Theresa Jordis and
Messrs Emil Flickiger and Peter Glanzer, which with effect from January 1, 2006, was
renamed and allocated fresh powers, handles the examinations and preparations relating
to approval of the financial statements, the proposal for the appropriation of profits, the
Management Report, the consolidated financial statements and the Group Management
Report. In addition, it also provides a suggestion concerning the choice of auditors. The
Audit Committee held one meeting during the 2005/06 financial year.

Bregenz, Austria, June 28, 2006

Holger Dahmen m.p. Peter Simma m.p.

Roberto Geronzi m.p.




CONSOLIDATED STATEMENT OF CHANGES IN NON-CURRENT ASSETS FOR THE FINANCIAL YEAR 2005/05

Costs
As of Translation Reclassi- As of
in EUR '000 May 1, 2005 differences Additions Disposals fications April 30, 2006
Property, plant and equipment
Land, land rights and
buildings, including buildings
on third-party land 75,786 74 1,249 17 386 77,478
thereof land 5,961 0 0 0 0 5,961
Technical equipment and machinery 28,706 0 697 669 61 28,795
Other equipment, factory and
office equipment 22,262 41 2,051 1,816 777 23,315
Prepayments and construction
in process 243 1 1,287 0 (1,448) 83
126,997 116 5,284 2,502 (224) 129,671
Goodwill 1,074 29 0 0 0 1,103
Concessions, patents
and licenses 5,784 1 290 16 224 6,283
Security deposits paid for
leased and rented real estate 5,592 4 1,041 0 0 6,637
11,376 5 1,331 16 224 12,920
Total 139,447 150 6,615 2,518 0 143,694




Accumulated depreciation and amortization

Carrying amounts

As of  Translation As of As of As of
May 1, 2005  differences Impairment  Additions Disposals  April 30,2006 | May 1, 2005 April 30, 2006
22,003 38 140 2,534 10 24,705 53,783 52,774
0 0 0 0 0 0 5,961 5,961
25,957 0 0 754 669 26,042 2,749 2,753
17,834 37 3 1,869 1,745 17,998 4,428 5,315
0 1 0 0 0 1 243 83
65,794 76 143 5,157 2,424 68,746 61,203 60,924
227 0 188 0 0 415 847 687
5,085 0 333 16 5,403 699 880
2,065 29 412 0 2,507 3,527 4,129
7,150 2 29 745 16 7,910 4,226 5,009
73,171 78 360 5,902 2,440 77,071 66,276 66,620




CONSOLIDATED STATEMENT OF CHANGES IN NON-CURRENT ASSETS FOR THE FINANCIAL YEAR 2004/05

Costs
As of Translation Reclassi- As of
in EUR '000 May 1,2004 differences Additions Disposals fications April 30, 2005
Property, plant and equipment
Land, land rights and
buildings, including buildings
on third-party land 75,988 (191) 774 1,303 518 75,786
thereof land 5,977 0 0 16 0 5,961
Technical equipment and machinery 28,334 (1) 575 202 0 28,706
Other equipment, factory and
office equipment 22,077 (133) 1,975 1,657 0 22,262
Prepayments and construction
in process 375 1 518 0 -651 243
126,774 (324) 3,842 3,162 -133 126,997
Goodwill 1,140 (66) 0 0 0 1,074
Concessions, patents
and licenses 5,434 0 433 83 0 5,784
Security deposits paid for
leased and rented real estate 3,921 17) 1,555 0 133 5,592
9,355 (17) 1,988 83 133 11,376
Total 137,269 (407) 5,830 3,245 0 139,447




Accumulated depreciation and amortization Carrying amounts
As of  Translation As of As of As of
May 1, 2004  differences Impairment Additions Disposals April 30, 2005 | May 1, 2004 April 30, 2005
20,148 (123) 252 2,402 676 22,003 55,840 53,783
0 0 0 0 0 0 5,977 5,961
25,035 0 0 1,124 202 25,957 3,299 2,749
17,669 (122) 44 1,882 1,639 17,834 4,408 4,428
0 0 0 0 0 0 375 243
62,852 (245) 296 5,408 2,517 65,794 63,922 61,203
0 0 227 0 0 227 1,140 847
4,747 (@) 0 420 81 5,085 687 699
1,697 ()] 0 377 0 2,065 2,224 3,527
6,444 (10) 0 797 81 7,150 2,911 4,226
69,296 (255) 523 6,205 2,598 73,171 67,973 66,276
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INDEPENDENT AUDITORS' REPORT

We have audited the consolidated financial statements of Wolford Aktiengesellschaft,
Bregenz, for the financial year from May 1, 2005 to April 30, 2006. The Company’s man-
agement is responsible for the preparation and the content of the consolidated finan-
cial statements in accordance with International Financial Reporting Standards (IFRS) as
adopted by the EU and for the preparation of the management report for the Group in
accordance with Austrian regulations. Our responsibility is to express an opinion on these
consolidated financial statements based on our audit and to state whether the manage-
ment report for the group is in accordance with the consolidated financial statements.

We conducted our audit in accordance with laws and regulations applicable in Austria and
Austrian Standards on Auditing and International Standards on Auditing (ISA) issued by
the International Federation of Accountants (IFAC). Those standards require that we plan
and perform the audit to obtain reasonable assurance whether the consolidated finan—
cial statements are free from material misstatement and whether we can state that the
management report for the Group is in accordance with the consolidated financial state-
ments. In determining the audit procedures we considered our knowledge of the business,
the economic and legal environment of the Group as well as the expected occurrence of
errors. An audit involves procedures to obtain evidence about amounts and disclosures
in the consolidated financial statements predominantly on a sample basis. An audit also
includes assessing the accounting principles used and significant estimates made by
management as well as evaluating the overall financial statement presentation. We believe
that our audit provides a reasonable basis for our opinion.




Our audit did not give rise to any objections. In our opinion, which is based on the results
of our audit, the consolidated financial statements of Wolford Aktiengesellschaft, Bregenz,

are in accordance with legal requirements and present fairly, in all material respects the
financial position of the Group as of April 30, 2006, and of the results of its operations
and its cash—flows for the financial year from May 1, 2005 to April 30, 2006, in accordance
with International Financial Reporting Standards (IFRS) as adopted by the EU. The manage-
ment report for the Group is in accordance with the consolidated financial statements.

Vienna, june 28, 2006

Deloitte Wirtschaftspriifungs GmbH

Manfred Geritzer Walter Maller

Certified Public Accountants
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REPORT OF THE WOLFORD AG SUPERVISORY BOARD
Ladies and gentlemen,

In the financial year 2005/06 the Supervisory Board fulfilled its responsibilities under the
law and the company articles. We advised the Executive Board on a regular basis with
regard to the running of the company and supervised the management of Wolford AG.
The Executive Board provided with ongoing verbal and written reports in an up-to-date
and detailed manner. During the meetings of the Supervisory Board, the members of the
Executive Board furnished reports concerning developments in their business areas. Cur-
rent individual topics and decisions were considered in the course of discussions between
the Executive and Supervisory Boards.

Supervisory Board meetings
The Supervisory Board met on five occasions during the financial year and no member
attended less than half of these meetings.

The following matters were dealt with:

At the initial meeting in the financial year, held on July 20, 2005, the auditors’ report and
the 2004/2005 Management Report were adopted and approved in accordance with the
recommendation of the Audit Committee. In addition, the consolidated financial state-
ments 2004/2005, including the Group Management Report and the Executive Board’s
proposal for the appropriation of profits were also approved.

During this and subsequent meetings, the Supervisory Board discussed the monobrand/
retail distribution strategy in detail and examined new business locations. Furthermore,
the new business fixtures and fittings and their phased introduction were also consid-
ered.

Finally, at the Supervisory Board meeting on December 12, 2005 and April 5, 2006, the
question of cost saving possibilities with regard to production, logistics and purchasing
was dealt with at length.

At the meeting on April 5, 2006, the future e—-commerce project was finally agreed.

Corporate governance

The Wolford AG Supervisory Board expressly underlined its commitment to upholding the
Austrian Corporate Governance Code and thus responsible corporate management and
controls targeted on sustainable value added. A comprehensive presentation of corporate
governance at Wolford AG is contained in the Corporate Governance section of this Annual
report and has also been published on the Wolford AG Internet homepage.



Supervisory Board Committees
From its members, the Supervisory Board formed two committees, the composition of
which is described in this Annual Report and on the Wolford AG homepage.

The Presidium (now the Remuneration Committee) deals with the relationship between
the company and the members of the Executive Board. The Remuneration Committee held
three sittings during the 2005/06 financial year.

The Audit Committee (formerly: Balance Committee), which with effect from January 1,
2006, was renamed and allocated fresh powers, handles the examinations and preparations
relating to approval of the financial statements, the proposal for the appropriation of prof-
its, the Management Report, the consolidated financial statements and the Group Manage-
ment Report. In addition, it also provides a suggestion concerning the choice of auditors.
The Auditing Committee held one meeting during the 2005/06 financial year.

Annual financial statements

Deloitte Wirtschaftspriifungs GmbH, the auditors selected by the General Shareholders’
Meeting, audited the annual financial statements and Management Report, as well as the
consolidated financial statements and Group Management Report for 2005/06 and allo-
cated them an unqualified opinion.

Representatives of the auditors attended the accounts meeting of the Supervisory Board
and provided explanations. The Supervisory Board concurred with the results of this audit
and declared its agreement with the proposal for the appropriation of profits.

The annual financial statements prepared by the Executive Board were approved by the
Supervisory Board and therefore are taken as adopted in accordance with §125 Para. 2 of
the Austrian Corporation Act. The consolidated financial statements and the Group Man-
agement Report were also approved.

The Supervisory Board wishes to thank both the Executive Board and the workforce for
their great personal endeavours during the past financial year.

On behalf of the Supervisory Board

Theresa Jordis
Chairwoman

Vienna, June 2006
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NON FINANCIAL

Glossary

Accessories Iltems which are meant to accompany other products
and complement a collection.

Average unit price  Calculated based on Wolford regular unit sales at wholesale

prices.
Lingerie Lingerie bras, briefs, corsages, garter belts and slips: with or
(bodyCULTURE) without shaping function. Classic year-round selection

and seasonal trend collection.

Bodywear/ “bodies”, sweaters, shirts, tops, bustiers as well as pants, skirts,
Cuterwear cardigans and dresses. Classic year-round selection and
seasonal trend collection.

Brand products Any products distributed under the Wolford label.
Contract/ Any products sold under a third-party label
Private Labe! or manufacturing done for such a label.

(~products, ~manufacturing)

Croisiere Generic name for a line of swimwear which is already on store
shelves in October or November, before the start of the swimwear
fashion season in January.

Distribution Generic term for a category of sales outlets. Wolford’s main
channel distribution channels are boutiques, department stores
and multi-brand retailers.

Factory Outlet Outlet for (factory) clearance sales, seconds and
other discounted merchandise.

Legwear Hosiery: pantyhose, stockings, stay-ups, knee-highs and socks.
Classic year-round selection and seasonal trend collection.

Multi-brand outlets Specialty retailers that sell both Wolford’s and other
brands’ products.




Partner boutiques

Product groups

Retail (segment)

Season

Shop-in-shop (S1S)

Swimwear/
Beachwear

Trand products

Wholesale

Wolford boutique/
Monobrand

Wolford boutiques that are owned and operated by
non-Group merchants. Distinct from Wolford-owned boutiques.

The major product categories offered by Wolford. These are
Legwear, Bodywear, Swimwear, Lingerie (bodyCULTURE) and
Accessories.

A segment of Wolford’s activities used for accounting purposes,
the capitalized term. “Retail” refers to Wolford-owned sales
outlets, i.e. all direct sales to consumers.

Wolford works with a cycle of two seasons: spring/summer (S/9)
and fall/winter (F/W). At Wolford the S/S collection begins
shipping in January of the year and the F/W collection ships
from June.

A subset of both the multi-brand retail and department store
distribution channels. A shop-in-shop exists where a
multi-brand outlet or department store dedicates separate

floor space to Wolford’s products and thus highlights the brand.

Swimsuits, swimkinis, and beach accessories such as pareos,
pants, tops, caftans and dresses. Seasonal collection only.

All designs that are only seasonal, i.e. offered only in
the spring/summer or fall/winter collection
and not available off-season.

A reporting segment of Wolford’s operations:
any sale to other businesses.

Single-brand outlet: a boutique selling only Wolford merchandise.

lacrarmy
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Glossary

FINANCIALS
Brand sales
Capital employed
Earnings before
interest and taxes

(EBIT)

Ccu

Earnings per share
(EPS)

EBITDA

Economic value
added (EVA)

Equity ratio

ERP

Financial resuit

Free cash flow

Cearing

Sales of products under the Wolford label.
Shareholders’ equity plus interest-bearing debt less gross liquidity.

Operating profit.

Cash-generating unit

Smallest identifiable group of assets that generates cash inflows
that are largely independent of the cash inflows from other assets
or groups of assets.

Net profit for the year divided by the number of shares entitled to
dividend payments (4,750,000 shares at the balance sheet dates).

Earnings before interest, taxes, depreciation and amortization.
EVA is found by multiplying the difference between ROCE

and WACC by capital employed; EVA represents the extent

to which the capital employed earns a better or poorer return than
the weighted average cost of capital, which can be considered

an expected minimum return.

Shareholders’ equity as a percentage of total assets.

European Recovery Program.

The balance of three items: net interest cost, net investment
securities income, and interest paid on employee benefit funding.

Cash flow from operating and investing activities less
required repayments on debt.

Also called debt-equity gearing; net debt as a percentage
of shareholders’ equity.



Gross tiquidity

HGB

KonzAG

KRR

Market capitalization

Net delbt

NOPAT

Return on capital
employed (RCCE)

Rewurn on equity
(RCE)

Relurn on sales
(ROS)

Sales
Weighted average
cost of capital

(WACQ)

Working capital

The sum of cash and cash equivalents, securities carried as
current assets, and financial investments that can be converted
into cash at any time (excluding securities required to cover
employee benefit obligations).

Austrian Commercial Code (“Handelsgesetzbuch”

Austrian Law on Consolidated Financial Statements
(“Konzernabschlussgesetz”)

Kontrollbank Refinanzierungsrahmen

Number of shares outstanding multiplied by the closing

market price of the stock. In this report, the figure is understood
to be as at the balance sheet date.

Bank debt (loans and overdraft) plus interest-bearing

liabilities to other lenders (federal/regional government or
similar parties) less gross liquidity.

Net operating profit after tax.

NOPAT as a percentage of capital employed;
ROCE represents the net return on invested capital.

Net profit for the year as a percentage of shareholders’ equity.

Net profit for the year as a percentage of sales.

Net sales revenues less any sales deductions.

Also called “revenues” in this report.

The weighted costs of debt capital and equity capital

to the company.

Current assets minus current liabilities.
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