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Stamford, Connecticut 06901
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Approximate date of commencement of proposed sale of securities to the public: As soon as practicable after this Registration
Statement becomes effective.

        If the securities being registered on this Form are to be offered in connection with the formation of a holding company and there is
compliance with General Instruction G, check the following box. |_|

        If this Form is filed to register additional securities for an offering pursuant to Rule 462(b) under the Securities Act, please check the
following box and list the Securities Act registration statement number of the earlier effective registration statement for the same offering. |_|

        If this Form is a post-effective amendment filed pursuant to Rule 462(d) under the Securities Act, check the following box and list the
Securities Act registration statement number of the earlier effective registration statement for the same offering. |_|

_________________

CALCULATION OF REGISTRATION FEE

Title of each class of securities to be registered
Amount

to be registered

Proposed
maximum

offering price
per note

Proposed
maximum

aggregate offering
price(1)

Amount of
registration fee(2)

5.375% Senior Notes due 2015 $ 200,000,000 100% $ 200,000,000 $ 21,400

Guarantees by Ethan Allen Interiors Inc. and certain of
    its subsidiaries (3) -- -- -- --

                         TOTAL (4) $ 200,000,000 100% $ 200,000,000 $ 21,400

(1)     Estimated solely for purposes of calculating the amount of the registration fee pursuant to Rule 457(f). Pursuant to Rule 457(n), no
separate fee is payable with respect to the guarantees.

(2)      The registration fee has been previously paid.

(3)     No separate consideration will be received for the guarantees.

(4)     Such amount represents the principal amount of the Notes to be exchanged hereunder.

The Registrants hereby amend this Registration Statement on such date or dates as may be necessary to delay its effective date
until the Registrants shall file a further amendment which specifically states that this Registration Statement shall thereafter become
effective in accordance with Section 8(a) of the Securities Act or until the Registration Statement shall become effective on such date as
the Commission, acting pursuant to said Section 8(a), may determine.

Additional Registrants
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Principal Executive Office

Ethan Allen Retail, Inc. Delaware 2511 06-1273300 Ethan Allen Drive
Danbury, Connecticut 06811
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Exact Name of Registrant as
Specified

in Its Charter

State or Other
Jurisdiction of
Incorporation or
Organization

Primary Standard
Industrial

Classification Code
Number

I.R.S. Employer
Identification Number

Address, including Zip Code
and Telephone Number, including
Area Code, of Each Registrant�s
Principal Executive Office

Ethan Allen Operations, Inc. Delaware 2511 06-1420986 Ethan Allen Drive
Danbury, Connecticut 06811

(203) 743-8000

Ethan Allen Realty, LLC Delaware 2511 06-1753714 Ethan Allen Drive
Danbury, Connecticut 06811

(203) 743-8000

Lake Avenue Associates, Inc. Connecticut 2511 06-0901325 Ethan Allen Drive
Danbury, Connecticut 06811

(203) 743-8000

Manor House, Inc. Delaware 2511 06-0919150 Ethan Allen Drive
Danbury, Connecticut 06811

(203) 743-8000
SUBJECT TO COMPLETION, DATED FEBRUARY 24, 2006
PRELIMINARY PROSPECTUS

ETHAN ALLEN GLOBAL, INC.

OFFER TO EXCHANGE $200,000,000 OF ITS 5.375%
SENIOR NOTES DUE 2015 WHICH HAVE

BEEN REGISTERED UNDER THE SECURITIES ACT
FOR $200,000,000 OF ITS OUTSTANDING 5.375%

SENIOR NOTES DUE 2015

_________________

        Terms of the exchange offer:

o The exchange offer will expire at 11:59 p.m., New York City time, on                             , 2006 unless extended.

o The exchange offer is subject to certain customary conditions, which we may waive.

o All outstanding Initial Notes that are validly tendered and not withdrawn will be exchanged.

o Ethan Allen Interiors Inc. and its subsidiaries are also offering to exchange their guarantees of Ethan Allen Global, Inc.�s
obligations under the outstanding Initial Notes for like guarantees of Ethan Allen Global, Inc.�s obligations under the Exchange
Notes, which guarantees have also been registered under the Securities Act.

o Tenders of outstanding Initial Notes may be withdrawn at any time prior to the expiration of the exchange offer.

o The terms of the Exchange Notes that we will issue in the exchange offer are substantially identical to those of the outstanding
Initial Notes, except that certain transfer restrictions and registration rights relating to the outstanding Initial Notes will not apply
to the Exchange Notes.

_________________

Before participating in this exchange offer, please see �Risk Factors� commencing on page 13.

Neither the Securities and Exchange Commission nor any state securities commission has approved or disapproved the Exchange
Notes to be issued in the exchange offer, nor have any of these organizations determined that this prospectus is truthful or complete.
Any representation to the contrary is a criminal offense.
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The date of this prospectus is                                      , 2006
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This prospectus incorporates important business and financial information about us from documents that are not included in or
delivered with this prospectus. You can obtain the documents incorporated by reference in this prospectus without charge by requesting
them in writing or by telephone from us at the following address and telephone number:

Ethan Allen Interiors Inc.
Ethan Allen Drive

Danbury, Connecticut 06811
Telephone: (203) 743-8000
Attention: Peg Lupton

To obtain timely delivery of any of our filings, agreements or other documents, you must make your request to us no later than five
business days before the Expiration Date of the exchange offer.

Dealer prospectus delivery obligation

        Until                             , 2006, all dealers that effect transactions in these securities, whether or not participating in this offering, may be
required to deliver a prospectus. This is in addition to the dealers� obligation to deliver a prospectus when acting as underwriters and with respect
to their unsold allotments or subscriptions.

i

Prospectus Summary

This summary highlights information contained elsewhere in this prospectus. It does not contain all of the information that you should
consider before making a decision to participate in the exchange offer. You should read carefully the entire prospectus and the documents
incorporated by reference in this prospectus, including the considerations described under �Risk Factors.�

Except as otherwise set forth under �Description of the Notes,� references to �Ethan Allen,� or �we,� �us,� �our� or the �Company� mean Ethan Allen
Interiors Inc. and its subsidiaries collectively or, if the context so requires, Ethan Allen Interiors Inc., Ethan Allen Global, Inc., Ethan Allen
Retail, Inc., Ethan Allen Operations, Inc., Ethan Allen Realty, LLC, Lake Avenue Associates, Inc. or Manor House, Inc. as subsidiary guarantors
or may mean any such entity, individually. References to �Ethan Allen Global� refer to the issuer of the Notes.

References to the �Initial Notes� mean the notes initially issued and sold by Ethan Allen Global on September 27, 2005 to the initial
purchaser pursuant to the Purchase Agreement (as defined under �The Exchange Offer�). References to the �Exchange Notes� refer to the notes
offered under this prospectus. References to the �Notes� refer to the Initial Notes and the Exchange Notes, collectively.
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Ethan Allen

        We are one of the largest manufacturers and retailers of quality home furnishings and accessories, offering a full complement of home
decorating solutions through the country�s largest single-sourced, vertically-integrated network of home furnishing retail stores. As a
vertically-integrated company, we design, manufacture, source, distribute, market and sell a full range of home furnishings to a network of
independently-owned and Ethan Allen-owned stores as well as coordinate related marketing and brand awareness efforts. We manufacture or
assemble approximately 65% to 70% of our products at 11 manufacturing facilities, which consist of 5 case good plants (2 of which include
separate sawmill operations), 5 upholstery plants and one home accent plant, all located in the United States. As of December 31, 2005, our
products were sold through an exclusive international network of 313 retail stores in which the brand and the stores shared the same name,
including 132 stores that we owned and operated and 181 stores that were owned and operated by independent retailers.

Leadership, Strategies and Strengths

        With our unique vertically-integrated structure, we have established ourselves as an industry leader in the development of:

o Ethan Allen as a preferred brand;

o an international network of stores in which the brand and stores share the same name;

o a network of over 3,000 design consultants who are focused on providing the highest level of service;

o a full range of stylish, functional and coordinated products for one-stop shopping convenience; and

o a great value option for consumers, including our everyday best pricing, complementary design service and home delivery.

1

A Preferred Brand. Our product strategy has been to position our brand as a preferred brand offering superior quality and value while, at
the same time, providing consumers with a convenient, full-service, one-stop shopping solution for their home furnishing needs. To carry out
this strategy, we continue to expand our reach to a broader consumer base by offering a diverse selection of functional and stylish value-priced
product lines, many of which have been designed to effectively complement one another, reflecting the recent trend toward more eclectic home
decorating. Founded in 1932, we have sold our products under the Ethan Allen brand name since 1937. Today, we believe that over 90% of
consumers are aware of the Ethan Allen brand and associate it with style, quality, value and service. Since 2002, over 70% of our current
product line is new, with the balance refined and enhanced through product redesign, additions, deletions, or finish changes.

International Network of Stores. As of December 31, 2005, our products were sold through an exclusive network of 313 retail stores,
including 132 stores that we owned and operated and 181 stores that were owned and operated by independent retailers under license
agreements. Our stores are located primarily in the United States and Canada, with a small number of independently-owned stores located
throughout Asia, Canada, the Middle East, Europe, the West Indies and Africa.

Our Design Consultants. We have a network of over 3,000 design consultants and project managers and logistics staff who we believe
provide our customers with the best home decorating service at no additional charge. Our design consultants receive training with respect to the
distinctive design and quality features inherent in each of our products, which we believe helps to increase their performance and reduce costly
turnover. We believe that our training allows the design consultants to more effectively communicate the elements of style and value that we
believe differentiates us from our competitors. As such, we believe that our design consultants, and the complementary service they provide,
create a distinct advantage over other home furnishing retailers.

One-Stop Shopping. We offer our customers the convenience of one-stop shopping by creating a comprehensive home furnishings solution.
For example, our product collections consist of case goods, such as beds, dressers, armoires, night tables, dining room chairs and tables, buffets,
sideboards, coffee tables, entertainment units, bathroom vanities and home office furniture. Our upholstery home furnishing products include
sleepers, recliners, chairs, sofas, loveseats, cut fabrics and leather. Our home accessory products include window treatments, wall décor,
lighting, clocks, wood accents, bedspreads, decorative accessories, area rugs, bedding, and home and garden furnishings. By offering such a
wide array of products, we believe that we provide the consumer the convenience of one-stop shopping for all of their home furnishing needs.

Great Value. Over the past year, we introduced an innovative everyday pricing program, eliminating periodic sales events in lieu of an
everyday best price on all of our product offerings, which we believe provides our customers with a better value and a more simplified shopping
experience. The process through which we evolved to everyday best pricing gave us the opportunity to critically examine all facets of our
business, making substantive changes where necessary, in order to more effectively carry out our solutions-based approach to home decorating.
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This new pricing strategy has enabled us to focus on streamlining our operations, reducing our costs, and reducing lead times to better serve
consumers. We believe that this innovation demonstrates our commitment to differentiating ourselves through strategies focused on customer
credibility and excellence in service.

Growth

        Our drivers for growth include:

o monitoring consumer tastes and reacting quickly to changing consumer preferences;

2

o opening new stores in strategic areas, including relocating existing ones;

o leveraging our vertically-integrated structure to further differentiate ourselves as a preferred brand; and

o refining sales and marketing efforts to reach more consumers.

Monitoring Consumer Tastes. We continuously monitor consumer demand through internal marketing research and communication with
our retailers and store design consultants who provide valuable input on consumer trends. As a result of this monitoring, we believe that we are
able to react quickly to changing consumer tastes. Since 2002, over 70% of our current product line is new. We have redefined ourselves by
offering more stylish products with added details, providing a higher level of quality, while offering a better value as reflected in our everyday
best pricing. We believe that our two most important lifestyle categories in home furnishings are the Classic and the Casual. Our product lines
are designed to reflect unique elements applicable to each lifestyle. To accomplish this, our collections consist of case goods and coordinated
upholstered products and home accessories, each styled with its own distinct design characteristics. We believe that home accessories play an
important role in our marketing program as they enable us to offer the consumer the convenience of one-stop shopping by creating a
comprehensive home furnishing solution.

Opening New Retail Stores. We believe that we are an industry leader in designing stores that reflect the quality and style of the product
inside while displaying the product in Classic and Casual lifestyles that reflect the way people aspire to live. Our stores are located in busy urban
settings as freestanding destination stores or as part of suburban strip malls, depending upon the real estate opportunities in a particular market.
In the past five fiscal years, we and our independent retailers have opened 78 new stores, approximately 40% of which were relocations. In our
corporate-owned stores, as a result of our relocation initiatives, we have experienced an increase in store traffic of as much as 148%, with an
average increase of 91% over the last five fiscal years, and, in corresponding store sales of as much as 118%, with an average increase of 64%
over the last five fiscal years. Over the next several years, we intend to continue to open new retail stores, relocate certain existing stores to
prime retail locations in major markets, and where appropriate, acquire stores from, or sell stores to, independent retailers. In fiscal 2006, we
anticipate opening approximately 20 new or relocated Ethan Allen branded stores. We will continue to promote the growth and development of
our independent retailers by encouraging the relocation and expansion of their stores. Independent retailers, pursuant to license agreements, are
authorized to use certain Ethan Allen service marks or trademarks and are required to adhere to certain standards of operations. We believe that
these initiatives will be important growth drivers for us.

Our Vertically-Integrated Structure. We believe that our vertical integration gives us a significant competitive advantage in this dynamic
environment as it allows us to design, manufacture, source, distribute, market, and sell our products through over 300 retail stores, the industry�s
largest single-sourced, vertically-integrated retail store network. Our vertical integration allows us to control the process from design and
product development, domestic manufacturing, balanced with foreign and domestic outsourcing, cost efficient logistics systems, to a coordinated
marketing program. We further believe that we differentiate ourselves from the competition by focusing on our strategy of providing solutions to
our customers, which we have been developing for over a decade. Our solutions include stylish, functional products, conveniently located stores
with inspirational displays, coordinated products for one-stop shopping convenience, complementary design service, and free home delivery. We
believe that having seen our vertically-integrated model, several domestic manufacturers are attempting to implement single-brand retail stores.
By leveraging our vertically-integrated operating structure and adhering to a solutions-based approach, we believe that we have an opportunity
to further differentiate

3

ourselves as a preferred brand and as the most comprehensive and effective provider of home decorating solutions for consumers.

Marketing and Advertising Efforts. We have developed a highly coordinated, national advertising campaign designed to:
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o capitalize on our existing brand equity; and

o maintain top-of-mind awareness of the breadth of our product and service offerings.

        We have developed and implemented what we believe is the most coordinated national advertising campaign in the home furnishings
industry using television, direct mail, newspapers, magazines and radio to market our products and services. Our direct mail magazine, which
features our home furnishings collections in lifestyle settings, is one of our most important marketing tools, and reaches over 50 million
households annually. We also use our website to drive additional business into the retail network through lead generation and information
sourcing. We believe that our ability to coordinate our advertising efforts for all of our stores provides a competitive advantage over other home
furnishing manufacturers and retailers. With an exclusive network of more that 300 retail stores participating, in whole or in part, in a uniform
marketing approach and �speaking with one voice,� we believe that we are better positioned to fulfill our brand promise on a consistent basis.

Competition

Industry Competition. The home furnishings industry is very large, highly competitive and fragmented. Consumer confidence and
discretionary spending, particularly for home furnishings, have been impacted during the past year by rising fuel costs, increasing interest rates
and the ongoing war in Iraq. The home furnishings industry competes primarily on the basis of product styling and quality, personal service,
prompt delivery, product availability and price. Globalization, which represents the most notable change within the industry landscape in recent
years, has led to increased competitive pressures. These competitive pressures have been brought about by the increasing volume of imported
finished goods and components, particularly for case goods products. The continued development of manufacturing capabilities in other
countries, specifically within Asia, has significantly increased overseas production capacities and created over-capacity for many U.S.
manufacturers, including us, leading to the consolidation of our least efficient plants. In response to this, we have, in recent years, implemented a
blended strategy, establishing relationships with certain manufacturers, both abroad and domestically, to source selected case goods, upholstery,
and home accessory items. We intend to continue to balance our domestic production with opportunities to source from foreign and domestic
manufacturers, as appropriate, in order to maintain our competitive advantage.

4

Organizational Chart

        The following chart summarizes our current corporate organizational structure:

        We hold, or have registration applications pending for, numerous trademarks, service marks and design patents for the Ethan Allen name,
logos and designs in a broad range of classes for both products and services in the United States and in many foreign countries.

        Ethan Allen Global and Ethan Allen Interiors Inc., Ethan Allen Retail, Inc. and Ethan Allen Operations, Inc. and the other guarantors are
Delaware corporations, except for Lake Avenue Associates, Inc., which is a Connecticut corporation, and Ethan Allen Realty, LLC, which is a
Delaware limited liability company. Our principal executive offices are located at Ethan Allen Drive, Danbury, Connecticut 06811, and our
telephone number at that location is (203) 743-8000. We maintain a web site at http:/ /www.ethanallen.com. The information contained on our
web site is not part of this prospectus.

5

Summary of the exchange offer

The Exchange Offer We are offering to exchange $200,000,000 aggregate principal amount of Exchange
Notes for a like aggregate principal amount of our Initial Notes. In order to be
exchanged, the Initial Notes must be properly tendered and accepted. All outstanding
Initial Notes that are validly tendered and not validly withdrawn will be exchanged.

Resales of Exchange Notes Based on certain no-action letters issued by the staff of the SEC to third parties, we
believe that the Exchange Notes may be offered for resale, resold and otherwise
transferred by you without compliance with the registration and prospectus delivery
provisions of the Securities Act of 1933 (the �Securities Act�) provided that:

o you are acquiring the Exchange Notes in the ordinary course of your business;
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o you are not participating, do not intend to participate and have no arrangement or
understanding with any person to participate, in the distribution of the Exchange
Notes; and

o you are not an affiliate of us within the meaning of Rule 405 under the Securities
Act.

If any of these conditions is not true and you transfer any Exchange Note without
delivering a prospectus meeting the requirements of the Securities Act or without an
exemption from such requirements, you may incur liability under the Securities Act.
We do not and will not assume, or indemnify you against, such liability.

Each broker-dealer that receives Exchange Notes for its own account may be deemed
an �underwriter� within the meaning of the Securities Act and must acknowledge that it
will deliver a prospectus meeting the requirements of the Securities Act in connection
with any resale of such Exchange Notes. A broker-dealer may use this prospectus for
any offer to resell, resale and other transfer of Exchange Notes received in exchange
for Initial Notes which were acquired by such broker-dealer as a result of
market-making activities or other trading activities. The Letter of Transmittal that
accompanies this prospectus states that, by so acknowledging and by delivering a

6

prospectus, a broker-dealer will not be deemed to admit that it is an �underwriter� within
the meaning of the Securities Act.

Registration Rights The terms of the registration rights agreement which we entered into with the initial
purchasers for the Initial Notes (the �Registration Rights Agreement�) granted you
certain exchange and registration rights with respect to your Initial Notes. This
exchange offer is intended to satisfy all of those rights, and those rights will terminate
when the exchange offer is completed. If you do not exchange your Initial Notes for
Exchange Notes, you will no longer be able to obligate us to register your Initial Notes
under the Securities Act except in the limited circumstances provided under the
Registration Rights Agreement. In addition, you will not be able to resell, offer to
resell or otherwise transfer your Initial Notes unless they are registered under the
Securities Act or unless you resell, offer to resell or otherwise transfer them under an
exemption from the registration requirements of, or in a transaction not subject to, the
Securities Act. See �Risk Factors � Risks relating to the exchange offer � A failure to
participate in the exchange offer may have adverse consequences.�

Expiration Date The exchange offer will expire at 11:59 p.m., New York City time, on                      ,
2006 (the �Expiration Date�) unless we decide to extend it.

Conditions to the Exchange Offer The exchange offer is not subject to any condition other than certain customary
conditions, including that:

o there is no change in laws and regulations that would impair our ability to proceed
with the exchange offer;

o there is no change in the current interpretation of the staff of the SEC that permits
resales of the Exchange Notes;

o there is no stop order issued by the staff of the SEC that suspends the effectiveness
of the registration statement of which this prospectus is a part;

o there is no litigation that impairs our
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7

ability to proceed with the exchange offer; and

o we obtain all the governmental approvals we deem necessary for the exchange
offer.

See �The Exchange Offer�Conditions of the exchange offer.�

Procedures for Tendering Initial Notes If you wish to participate in the exchange offer, you must complete, sign and date the
Letter of Transmittal, or a facsimile of the Letter of Transmittal, and mail or otherwise
deliver it together with your Initial Notes and any other documents required by the
Letter of Transmittal to U.S. Bank National Association, as Exchange Agent, at the
address indicated on the Letter of Transmittal. In the alternative, you may tender your
Initial Notes by following the procedures for book-entry transfer described in this
prospectus. See �The Exchange offer�Procedures for tendering.�

Special Procedures for Beneficial Owners If your Initial Notes are registered in the name of a broker, dealer, commercial bank,
trust company or other nominee, we urge you to contact that person promptly if you
wish to tender your Initial Notes in the exchange offer. See �The Exchange
offer�Procedures for tendering.�

Guaranteed Delivery Procedures If you wish to tender your Initial Notes and you cannot get your required documents to
the Exchange Agent prior to the Expiration Date, you may tender your Initial Notes
according to the guaranteed delivery procedures described under �The Exchange
offer�Guaranteed delivery procedures.�

Withdrawal Rights You may withdraw the tender of your Initial Notes at any time prior to 11:59 p.m.,
New York City time, on the Expiration Date. To withdraw, you must send a written or
facsimile transmission notice of withdrawal to the Exchange Agent at its address set
forth under �The Exchange offer�Exchange agent� prior to 11:59 p.m., New York City
time, on the Expiration Date.

8

Material U.S. Federal Income Tax Consequences The exchange of the Initial Notes for Exchange Notes will not be a taxable exchange
for U.S. federal income tax purposes. See �Material U.S. Federal Income Tax
Considerations.�

Use of Proceeds We will not receive any proceeds from the issuance of the Exchange Notes. The
exchange offer is intended solely to satisfy certain of our obligations under the
Registration Rights Agreement.

Exchange Agent U.S. Bank National Association is serving as the Exchange Agent in connection with
the exchange offer.

Summary of the terms of the exchange notes

Issuer Ethan Allen Global.

Notes Offered $200,000,000 aggregate principal amount of 5.375% Senior Notes due 2015. The form
and terms of the Exchange Notes are the same as the form and terms of the Initial
Notes, except that the Exchange Notes will be registered under the Securities Act and,
therefore, will not bear legends restricting their transfer and will not be entitled to
registration rights under the Registration Rights Agreement. The Exchange Notes will
evidence the same debt as the Initial Notes and both the Initial Notes and the Exchange
Notes are governed by the same Indenture.
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Maturity Date October 1, 2015.

Interest and Interest Payment Dates The Exchange Notes will accrue interest at a rate of 5.375% per annum, payable
semi-annually on each April 1 and October 1 of each year, beginning on April 1, 2006.

Guarantees The Exchange Notes will be guaranteed on a senior unsecured basis by Ethan Allen
Interiors Inc., Ethan Allen Retail, Inc., Ethan Allen Operations, Inc., Ethan Allen
Realty, LLC, Lake Avenue Associates, Inc. and Manor House, Inc.

Ranking The Exchange Notes will rank senior to present and future subordinated debt and
equally with present and future senior debt and obligations of

9

Ethan Allen Global and each of the guarantors.

Optional Redemption We may redeem the Exchange Notes in whole at any time or in part from time to time
at the redemption prices described in this prospectus, plus accrued and unpaid interest
to the date of redemption.

Certain Covenants The indenture will contain covenants that limit our ability, and the ability of certain of
our subsidiaries, to:

o incur certain liens to secure indebtedness;

o engage in sale-leaseback transactions; and

o merge, amalgamate or consolidate or sell all or substantially all of such company�s
assets.

These covenants are subject to important exceptions and qualifications, which are
described in �Description of the Notes� Covenants.� See �Risk Factors� Risks relating to
the Notes.�

Transfer Restrictions There has previously been only a limited secondary market, and no public market, for
the Initial Notes. There is no established trading market for the Exchange Notes. We
do not currently intend to apply for listing of the Exchange Notes on any national
securities exchange or for quotation through any automated quotation system.
Accordingly, there can be no assurance as to the development of any market for, or the
liquidity of any market that may develop for, the Exchange Notes. See �Risk Factors�
Risks relating to the exchange offer � You may find it difficult to sell your Exchange
Notes.�

10

Summary Consolidated Financial Data

        The following table sets forth selected consolidated financial data of Ethan Allen Interiors Inc. and its consolidated subsidiaries. The
consolidated statements of operations data for the years ended June 30, 2003, 2004, and 2005, and the consolidated balance sheet data as of
June 30, 2004 and 2005 have been derived from our consolidated financial statements, which have been audited by KPMG LLP, our
independent registered public accounting firm, and are incorporated by reference in this prospectus. The consolidated statement of operations
data for the years ended June 30, 2001 and 2002, and the consolidated balance sheet data as of June 30, 2001, 2002 and 2003, have been derived
from our consolidated financial statements not included or incorporated by reference in this prospectus. The consolidated statements of
operations data for the six months ended December 31, 2004 and 2005 and the consolidated balance sheet data as of December 31, 2004 and
2005 have been derived from our unaudited consolidated financial statements which are incorporated by reference in this prospectus. Certain of
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the summary financial data for the year ended June 30, 2005 have been adjusted to reflect the offering of the Initial Notes and the initial
application of the gross proceeds therefrom. You should read the information below in conjunction with the �Selected Financial Data,� and
�Management�s Discussion and Analysis of Financial Condition and Results of Operations� included in this prospectus.

Fiscal Year
Ended
June 30,

Six
Months Ended
December 31,

(in thousands, except per share
data, financial ratios and store count
data)

2001 2002 2003 2004 2005 2005 2004 2005

(as adjusted)
Statement of Operations Data:
  Net sales $ 904,133 $ 892,288 $ 907,264 $ 955,107 $ 949,012 $ 949,012 $ 475,598 $ 527,317
  Cost of sales 490,509 471,018 457,924 494,072 487,958 487,958 245,772 260,923
  Restructuring and impairment
    charge, net(1) 6,906 5,123 13,131 12,520 (219) (219) (219) 4,241
  Selling, general and
    administrative expenses 281,723 286,888 316,752 322,111 332,295 332,295 162,515 189,671
  Operating income 124,995 129,259 119,457 126,404 128,978 128,978 67,530 72,482
  Interest and other (income)
    expense, net (2,056) (2,344) (517) (2,691) (442) (442) (959) 2,199
  Income before income tax
    expense 127,051 131,603 119,974 129,095 129,420 129,420 68,489 70,283
  Income tax expense 48,025 49,746 45,350 49,617 50,082 50,082 26,597 26,989
  Net income 79,026 81,857 74,624 79,478 79,338 79,338 41,892 43,294
Balance Sheet Data (at end of
  period):
  Cash and cash equivalents $ 48,112 $ 75,688 $ 54,356 $ 27,528 $ 3,448 $ 203,448 $ 27,045 $ 175,008
  Total assets 621,069 690,812 735,008 658,367 628,386 828,386 646,596 807,909
  Working capital 183,863 193,354 228,177 161,772 130,423 330,423 157,599 291,419
  Current ratio 2.70 2.50 2.70 2.18 1.97 3.47 2.22 3.03
  Total debt, including capital
    lease obligations 9,487 9,321 10,218 9,221 12,510 212,510 4,551 202,908
  Shareholders' equity 462,163 508,170 533,922 456,140 434,068 434,068 450,978 417,877
  Book value per basic share $ 11.73 $ 13.09 $ 14.20 $ 12.27 $ 12.26 $ 12.26 $ 12.56 $ 12.47
  Book value per diluted share 11.46 12.72 13.84 11.91 11.99 11.99 12.24 12.21
  Income per basic share from
    continuing operations $ 3.23 $ 3.39 $ 3.19 $ 3.47 $ 3.66 $ 3.66 $ 1.91 $ 2.10
  Income per diluted share from
    continuing operations 3.15 3.29 3.11 3.37 3.58 3.58 1.86 2.05
Other Financial Data:
  Depreciation and
    amortization(2) $ 20,295 $ 19,503 $ 21,634 $ 21,854 $ 21,338 $ 21,338 $ 10,646 $ 10,855
  Capital expenditures,
    including acquisitions(3) 48,238 73,481 39,781 24,976 34,381 34,381 16,166 22,839
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Fiscal Year
Ended
June 30,

Six
Months Ended
December 31,

(in thousands, except per share
data, financial ratios and store count
data)

2001 2002 2003 2004 2005 2005 2004 2005

(as adjusted)

  Cash dividends declared(4) 0.16 0.18 0.25 3.40 0.60 0.60 0.30 0.36
Other Operating Data:
  EBITDA(5) $ 147,948 $ 151,606 $ 142,112 $ 151,449 $ 151,414 $ 151,414 $ 79,372 $ 84,279
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Fiscal Year
Ended
June 30,

Six
Months Ended
December 31,

  Total debt to EBITDA 0.06 0.06 0.07 0.06 0.08 1.40 0.06 2.41
  EBITDA to interest expense 245.76 303.21 281.97 302.90 230.81 230.81 334.90 26.83
  Total number of stores owned 312 316 309 311 313 313 314 313
    Number of company-owned
      stores 84 103 119 127 126 126 125 132
    Number of
      independently-owned
stores 228 213 190 184 187 187 189 181
The footnotes to the preceding table appear on pages 35-37.
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Risk Factors

An investment in the Exchange Notes involves a degree of risk. You should carefully consider the risks and uncertainties described below,
in addition to the other information set forth in this prospectus, before participating in the exchange offer. If any of the following risks or
uncertainties actually occur, our financial condition, results of operations, cash flow or business could be materially or adversely affected.

Risks relating to us

We face changes in global and local economic conditions that may adversely affect consumer demand and spending, our
manufacturing operations or sources of merchandise.

        Historically, the home furnishings industry has been subject to cyclical variations in the general economy and to uncertainty regarding
future economic prospects. We are currently confronted with the risk of increased expenses and decreased demand from customers as a result of
recent natural disasters and other unfavorable weather conditions, the war in Iraq, armed conflicts and terrorist attacks. These global
uncertainties, as well as other variations in global economic conditions such as rising fuel costs and increasing interest rates, may continue to
cause inconsistent and unpredictable consumer spending habits, while increasing our own fuel, utility, transportation or security costs. These
risks, as well as industrial accidents or work stoppages, could also severely disrupt our manufacturing operations, which could have a material
adverse effect on our financial performance.

        We import a portion of our merchandise from foreign countries. As a result, our costs may be increased by events affecting international
commerce and businesses located abroad, including changes in international trade, central bank actions and other governmental policies of the
U.S. and the countries from which we import a portion of our merchandise. The inability to import products from certain foreign countries or the
imposition of significant tariffs could have a material adverse effect on our results of operations.

Competition from overseas manufacturers continues to increase and may adversely affect our business, operating results or
financial condition.

        Our wholesale business segment is involved in the development of our brand, which encompasses the design, manufacture, sourcing, sales
and distribution of our home furnishings products, and competes with other U.S. and foreign manufacturers. Our retail business segment sells
home furnishings to consumers through a network of company-owned stores, and competes against other retailers locally, regionally and
nationally.

        Our retail segment competes against a diverse group of retailers ranging from specialty stores to traditional furniture and department stores,
and our competitors operate locally, regionally and nationally. We also compete with these and other retailers for appropriate retail locations as
well as for qualified design consultants and management personnel. Such competition could adversely affect our future financial performance.

        Industry globalization has led to increased competitive pressures brought about by the increasing volume of imported finished goods and
components, particularly for case good products, and the development of manufacturing capabilities in other countries, specifically within Asia.
The increase in overseas production capacity in recent years has created over-capacity for many U.S. manufacturers,
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including us, which has led to industry-wide plant consolidation. In addition, because many foreign manufacturers are able to maintain
substantially lower production costs, including the cost of labor and overhead, imported product may be sold at a lower price to consumers
which, in turn, has led to some measure of industry-wide price deflation.

        We cannot assure you that we will be able to establish or maintain relationships with certain manufacturers, either abroad or domestically,
to supply us with selected case goods, upholstery and home accessory items to enable us to maintain our competitive advantage. In addition, the
recent emergence of foreign manufacturers has served to broaden the competitive landscape. Some of these competitors produce furniture types
not manufactured by us and may have greater financial and other resources available to them. This competition could adversely affect our future
financial performance.

Failure to successfully anticipate or respond to changes in consumer tastes and trends in a timely manner could adversely impact
our business, operating results and financial condition.

        Sales of our products are dependent upon consumer acceptance of our product designs, styles, quality and price. We continuously monitor
consumer demand through internal marketing research and communication with our retailers and store design consultants who provide valuable
input on consumer trends. As with all retailers, our business is susceptible to changes in consumer tastes and trends. Such tastes and trends can
change rapidly and any delay or failure to anticipate or respond to changing consumer tastes and trends in a timely manner could adversely
impact our business, operating results and financial condition.

Our success depends upon our brand, marketing and advertising efforts and pricing strategies, and if we are not able to maintain
and enhance our brand or if we are not successful in these efforts, our business and operating results could be adversely affected.

        Maintaining and enhancing our brand is critical to our ability to expand our base of customers and may require us to make substantial
investments. Our advertising campaign uses television, direct mail, newspapers, magazines and radio to maintain and enhance our existing brand
equity. We cannot assure you that our marketing, advertising and other efforts to promote and maintain our brand or our everyday best pricing
strategy will not require us to incur substantial costs. If these efforts are unsuccessful or we incur substantial costs in connection with these
efforts, our business, operating results and financial condition could be adversely affected.

Failure to protect our intellectual property could adversely affect us.

        We believe that our patents, trademarks, service marks, trade secrets, copyrights and all of our other intellectual property are important to
our success. We rely on patent, trademark, copyright and trade secret laws, and confidentiality and restricted use agreements, to protect our
intellectual property and may seek licenses to intellectual property of others. Some of our intellectual property is not covered by any patent,
trademark, or copyright or any applications for the same. We cannot assure you that agreements designed to protect our intellectual property will
not be breached, that we will have adequate remedies for any such breach, or that the efforts we take to protect our proprietary rights will be
sufficient or effective. Any significant impairment of our intellectual property rights or failure to obtain licenses of intellectual property from
third parties could harm our business or our ability to compete. Moreover, we cannot assure you that the use of our technology or proprietary
know-how or information does not infringe the intellectual property rights of others. If we have to litigate to protect or defend any of our rights,
such litigation could result in significant expense to us.
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We may not be able to maintain our current store locations at current costs. We may also fail to successfully select and secure store
locations.

        Our stores are located in busy urban settings as freestanding destination stores or as part of suburban strip malls, depending upon the real
estate opportunities in a particular market. Our business competes with other retailers and as a result, our success may be affected by our ability
to renew current store leases and to select and secure appropriate retail locations for existing and future stores.

We depend on key personnel and could be affected by the loss of their services.

        The success of our business depends upon the services of certain senior executives, and in particular, the services of M. Farooq Kathwari,
Chairman of the Board, President and Chief Executive Officer, who is the only one of our senior executives who has a written employment
agreement with us. The loss of any such person or other key personnel could have a material adverse effect on our business and results of
operations.

Fluctuations in the price, availability and quality of raw materials could cause delay which could result in a decrease in our sales
and increase costs, which could adversely impact our earnings.
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        We use various types of wood, foam, fibers, fabrics, leathers, and other raw materials in manufacturing our furniture. Certain of our raw
materials, including fabrics, are purchased both abroad and domestically. Fluctuations in the price, availability and quality of raw materials
could cause increased costs or a delay, in manufacturing our products, which in turn could result in a delay in delivering products to our
customers. For example, lumber prices fluctuate over time based on factors such as weather and demand, which in turn, impact availability.
Upward trends in prices could have an adverse effect on margins. Delays or cost increases could lower our sales, adversely impacting our
earnings.

        In addition, certain suppliers may require extensive advance notice of our requirements in order to produce products in the quantities we
desire. This long lead time may require us to place orders far in advance of the time when certain products will be offered for sale, thereby
exposing us to risks relating to shifts in consumer demand and trends, and any downturn in the U.S. economy.

As we expand and grow our business, we may rely on external funding sources to finance our operations and growth.

        Historically, we have relied upon our cash from operations to fund our operations and growth. As we expand our business, we may rely on
external funding sources, which will include the proceeds from the issuance and sale of the Initial Notes and our $200 million revolving bank
line of credit available under the credit facility. Any unexpected reduction in cash flow from operations could increase our external funding
requirements to levels above those currently available. There can be no assurance that we will not experience unexpected cash flow shortfalls in
the future or that any increase in external funding required by such shortfalls will be available.

Our business is sensitive to increasing labor costs, competitive labor markets, our continued ability to retain high-quality personnel
and risks of work stoppages.

        The market for qualified employees and personnel in the retail and manufacturing industry is highly competitive. Our success depends upon
our ability to attract, retain and motivate qualified craftsmen, management, marketing and sales personnel and upon the continued contributions
of these individuals. We cannot assure you that we will be successful in attracting and retaining qualified personnel. A shortage of qualified
personnel may require us to enhance our wage and benefits package in order to compete
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effectively in the hiring and retention of qualified employees. Our labor costs may continue to increase, and such increases may not be
recovered. In addition, some of our employees are covered by collective bargaining agreements with local labor unions. Although we do not
anticipate any difficulty renegotiating these contracts as they expire, a labor-related stoppage by these unionized employees could adversely
affect our business and results of operations. The loss of the services of key personnel or our failure to attract additional qualified personnel
could have a material adverse effect on our business, operating results and financial condition.

Our results of operations for any quarter are not necessarily indicative of our results of operations for a full year.

        Sales of furniture and other home furnishing products fluctuate from quarter to quarter due to such factors as changes in global and regional
economic conditions, changes in competitive conditions, changes in production schedules in response to seasonal changes in energy costs and
weather conditions, and changes in consumer order patterns. From time to time, we have experienced, and may continue to experience, volatility
with respect to demand for our home furnishing products. Accordingly, results of operations for any quarter are not necessarily indicative of the
results of operations for a full year.

Our current and former manufacturing operations are subject to increasingly stringent environmental, health and safety
requirements.

        We use and generate hazardous substances in our manufacturing and retail operations. In addition, both the manufacturing properties on
which we currently operate and those on which we have ceased operations are and have been used for industrial purposes. Our manufacturing
operations and, to a lesser extent, our retail operations involve risk of personal injury or death. We are subject to increasingly stringent
environmental, health and safety laws and regulations relating to our current and former properties and our current operations. These laws and
regulations provide for substantial fines and criminal sanctions for violations and sometimes require the installation of costly pollution control or
safety equipment or costly changes in operations to limit pollution or decrease the likelihood of injuries. In addition, we may become subject to
potentially material liabilities for the investigation and cleanup of contaminated properties and to claims alleging personal injury or property
damage resulting from exposure to or releases of hazardous substances or personal injury as a result of an unsafe workplace. We have been
identified as a potentially responsible party in connection with five sites that are currently listed, or proposed for inclusion, on the National
Priorities List under the Comprehensive Environmental Response, Compensation and Liability Act or its state counterpart. In addition,
noncompliance with, or stricter enforcement of, existing laws and regulations, adoption of more stringent new laws and regulations, discovery of
previously unknown contamination or imposition of new or increased requirements could require us to incur costs or become the basis of new or
increased liabilities that could be material.
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Risks relating to the Exchange Notes

We are subject to restrictive covenants and conditions under our credit facility. We are also subject to certain covenants and
conditions under the indenture. These covenants and conditions could significantly affect the way in which we conduct our business and
restrict our ability to repay the Notes. Our failure to comply with these covenants could lead to an acceleration of our debt.

        The credit facility contains a number of covenants that, among other things, restrict our ability to dispose of assets, incur additional
indebtedness, repay or refinance other indebtedness or amend other debt instruments, create liens on assets, make investments or acquisitions,
engage in mergers or consolidations, and make certain payments and investments. The credit facility also requires us to comply with specified
financial covenants, including a fixed charge coverage ratio and a maximum leverage ratio. The indenture
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contains covenants that limit our ability to incur certain liens to secure indebtedness, engage in sale-leaseback transactions or merge,
amalgamate, consolidate or sell all or substantially all of our assets.

        Our ability to continue to comply with these covenants and conditions may be affected by events beyond our control. The breach of any of
the covenants contained in the credit facility or failure to comply with certain conditions, including the continued accuracy of our representations
and warranties, unless waived by the lenders, would be a default under the credit facility. This would permit the lenders to accelerate the
maturity of the credit facility. It would also permit the lenders to terminate their commitments to extend credit under the credit facility. This
could have an immediate material adverse effect on our liquidity. An acceleration of maturity of the credit facility may permit the holders of the
Notes to accelerate the maturity of the Notes. Acceleration of maturity of the Exchange Notes would permit the lenders to accelerate the
maturity of the credit facility and terminate their commitments to extend credit under our credit facility, unless we were able to obtain a waiver
from the lenders. We cannot assure you that we would have sufficient funds to make these accelerated payments or that we would be able to
obtain any such waiver on acceptable terms or at all.

Our ability to service our debt, including the Notes, and meet our other obligations depends on certain factors beyond our control.

        Our ability to service our debt, including the Notes, and meet our other obligations as they come due is dependent on our future financial
and operating performance. This performance is subject to various factors, including certain factors beyond our control such as, among other
things, changes in global and regional economic conditions, changes in consumer demand for, and acceptance of, our products, changes in our
industry, changes in interest rates and inflation in raw materials, energy and other costs.

        If our cash flow and capital resources are insufficient to enable us to service our debt and meet these obligations as they become due, we
could be forced to reduce or delay capital expenditures, sell assets or businesses, limit or discontinue, temporarily or permanently, business
plans, activities or operations, obtain additional debt or equity financing, or restructure or refinance debt. We cannot assure you as to the timing
of such actions or the amount of proceeds that could be realized from such actions.

The Notes will be structurally subordinated to creditors of our subsidiaries that are not guarantors of the Notes.

        Ethan Allen Interiors Inc., one of the guarantors, is the parent company. It is a holding company with no material operations or assets other
than the common stock of Ethan Allen Global. Its principal liabilities consist of its guarantees of the credit facility and the Notes, and guarantees
of debt and commercial obligations of Ethan Allen Global�s subsidiaries. Although Ethan Allen Global is the issuer, a substantial majority of our
assets, on a consolidated basis, are held by Ethan Allen Retail, Inc., Ethan Allen Operations, Inc., Ethan Allen Realty, LLC and other subsidiary
guarantors. In addition, some of our assets are held by subsidiaries that are not guarantors. Our ability, and the ability of noteholders, to realize
upon the assets of any subsidiary that is not a guarantor of the Notes in any liquidation, bankruptcy, reorganization or similar proceedings
involving such subsidiary will be subject to the claims of their respective creditors, including their respective trade creditors and holders of their
respective debt. As a result, the Notes will be structurally subordinated to all existing and future debt and other obligations, including trade
payables, of our subsidiaries that are not guarantors of the Notes. At December 31, 2005, the debt and liabilities of such non-guarantor
subsidiaries would have totaled approximately $9.0 million (excluding intercompany trade and other miscellaneous liabilities of approximately
$7.2 million).
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        Except as otherwise noted in this risk factor, the financial information included or incorporated by reference in this prospectus is presented
on a consolidated basis. As a result, such financial information does not completely indicate the historical or as adjusted assets, liabilities or
operations of each source of funds for payment of debt service on the Notes.

Because the Notes are not secured, future secured lenders will have a prior claim on our secured assets.
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        The Notes and our credit facility are not secured by any of our assets. While the indenture does have limitations on liens that we can incur
to secure indebtedness, we may incur some secured indebtedness in the future without securing the Notes. Therefore, if we become insolvent or
are liquidated, or if payment under the Notes is accelerated, the lenders under such instruments would be entitled to exercise the remedies
available to secured lenders under applicable law and pursuant to instruments governing such indebtedness. Accordingly, such lenders will have
a prior claim on those of our assets securing their indebtedness. Because the Notes are not secured by any of our assets, it is possible that there
would be no assets remaining from which claims of the holders of the Notes could be satisfied or (if any such assets remained) such assets might
be insufficient to satisfy such claims in full.

In the event of the bankruptcy or insolvency of Ethan Allen Interiors Inc. or any of the subsidiary guarantors, the guarantee of the
Notes by Ethan Allen Interiors Inc. or such subsidiary could be voided and subordinated.

        In the event of the bankruptcy or insolvency of Ethan Allen Interiors Inc. or any of the subsidiary guarantors, its guarantee would be subject
to review under relevant fraudulent conveyance, fraudulent transfer, equitable subordination and similar statutes and doctrines in a bankruptcy or
insolvency proceeding or a lawsuit by or on behalf of creditors of that guarantor. Under those statutes and doctrines, if a court were to find that
the guarantee was incurred with the intent of hindering, delaying or defrauding creditors or that the guarantor received less than a reasonably
equivalent value or fair consideration for its guarantee and, at the time of its incurrence, the guarantor:

o was insolvent or rendered insolvent by reason of the incurrence of its guarantee;

o was engaged in a business or transaction for which its remaining unencumbered assets constituted unreasonably small capital to
carry on its business; or

o intended to, or believed that it would, incur debts beyond its ability to pay as they matured or became due;

then the court could void or subordinate its guarantee. If the guarantee of a guarantor is voided or subordinated, holders of the Notes would
effectively be subordinated to all indebtedness and other liabilities of that guarantor.

Risks relating to the exchange offer

A failure to participate in the exchange offer may have adverse consequences.

        The Initial Notes have not been registered under the Securities Act or any state securities laws. As a result, the Initial Notes may not be
offered, sold or otherwise transferred except in compliance with the registration requirements of the Securities Act and any other applicable
securities laws, or pursuant to an exemption therefrom. Initial Notes that bear legends restricting their transfer that are not exchanged will
continue to bear those legends. In addition, upon completion of the exchange offer, the holders of
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Initial Notes that are not exchanged will not be entitled to have their Initial Notes registered under the Securities Act, and will not have any
similar rights under the Registration Rights Agreement. We currently do not intend to register under the Securities Act any Initial Notes that
remain outstanding after completion of the exchange offer.

        To the extent that Initial Notes are tendered and accepted in the exchange offer, the principal amount of the outstanding Initial Notes will be
reduced by the principal amount so tendered and exchanged and a holder�s ability to sell unexchanged Initial Notes could be adversely affected.
As a result, the liquidity of the market for unexchanged Initial Notes could be adversely affected by completion of the exchange offer.

You may find it difficult to sell your Exchange Notes.

        The Initial Notes were not registered under the Securities Act or any state securities laws and may not be resold unless they are
subsequently registered or resold pursuant to an exemption from the registration requirements of the Securities Act and applicable state
securities laws. The Exchange Notes will be registered under the Securities Act but will constitute a new issue of securities with no established
trading market, and there can be no assurance as to:

o the development of any market for the Exchange Notes;

o the liquidity of any such market that may develop;
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o the ability of holders of Exchange Notes to sell their Exchange Notes; or

o the price at which the holders of the Exchange Notes would be able to sell their Exchange Notes.

        We do not intend to list the Exchange Notes on any national securities exchange or for quotation through any automated quotation system.
We cannot assure you that an active trading market will develop for the Exchange Notes, or that any trading market that may develop will be
liquid. If an active trading market for the Exchange Notes were to develop, the Exchange Notes could trade at prices that may be higher or lower
than their principal amount or purchase price, depending on many factors, including prevailing interest rates, the market for similar notes and our
financial performance. If a market for the Exchange Notes does not develop, purchasers may be unable to resell their Exchange Notes for an
extended period of time, if at all. Historically, the market for non-investment grade debt has been subject to disruptions that have caused
substantial volatility in the prices of securities similar to the Exchange Notes. We cannot assure you that the market for the Exchange Notes, if
any, will not be subject to similar disruptions. Any such disruptions may adversely affect a holder of the Exchange Notes.

Forward Looking Statements

        This prospectus includes or incorporates by reference various forward-looking statements. In addition, we or our representatives have made
or may make forward-looking statements on telephone or conference calls, by webcast or emails, in person, in presentations or written materials,
or otherwise, orally or in writing. Such forward-looking statements are sometimes identified by words such as �will,� �may,� �project,� �should,� �would,�
�could,� �target,� �goal,� �anticipate,� �plan,� �believe,� �estimate,� �expect� or �intend� or words or phrases of similar import. These forward-looking statements
reflect our current expectations concerning future results and events, and actual results and events may differ materially.
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        All forward-looking statements are subject to various risks and uncertainties, including but not limited to: the effects of terrorist attacks or
conflicts or wars involving the United States or its allies or trading partners; the effects of labor strikes; weather conditions that may affect sales;
volatility in fuel, utility, transportation and security costs; changes in global or regional political or economic conditions, including changes in
governmental and central bank policies; changes in business conditions in the furniture industry, including changes in consumer spending
patterns and demand for home furnishings; effects of our brand awareness and marketing programs, including changes in demand for our
products and acceptance of our new products; our ability to locate new store sites or negotiate favorable lease terms for additional stores or for
expansion of existing stores; competitive factors, including changes in the products or marketing efforts of others; pricing pressures; fluctuations
in interest rates and the cost, availability and quality of raw materials; those matters discussed in our SEC filings; and future decisions by us.

        Occurrence of any of the events or circumstances described above could have a material adverse effect on our business, financial condition,
results of operations or cash flow. No assurance can be given that any future transaction about which forward-looking statements may be made
will be completed or as to the timing or terms of any such transaction. All subsequent written and oral forward-looking statements by or
attributable to us or persons acting on our behalf are expressly qualified in their entirety by these factors. Except as otherwise required to be
disclosed in periodic reports required to be filed by public companies with the SEC pursuant to the SEC�s rules, we have no duty to update these
statements.
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The Exchange Offer

Purpose of the exchange offer

        The Initial Notes were initially issued and sold by Ethan Allen Global on September 27, 2005 to J.P. Morgan Securities Inc. (the �Initial
Purchaser�) pursuant to a Purchase Agreement dated September 22, 2005 (the �Purchase Agreement�). The Initial Purchaser subsequently resold
the Initial Notes to:

o qualified institutional buyers, as defined in Rule 144A under the Securities Act in reliance on Rule 144A; and

o non-U.S. persons in offshore transactions in reliance on Regulation S under the Securities Act.

        Pursuant to the Purchase Agreement, Ethan Allen Global and the Initial Purchaser entered into the Registration Rights Agreement. Pursuant
to the Registration Rights Agreement, we agreed to use our commercially reasonable efforts to cause to be filed with the SEC an exchange offer
registration statement and to keep such registration statement effective for at least 180 days after consummation of the exchange offer.
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        The summary herein of the material provisions of the Registration Rights Agreement does not purport to be complete and we refer you to
the provisions of the Registration Rights Agreement, which has been incorporated by reference into the registration statement of which this
prospectus is a part.

        The registration statement of which this prospectus is a part is intended to satisfy our obligations with respect to the registration of
Exchange Notes in accordance with the terms of the Registration Rights Agreement.

        Following completion of the exchange offer, holders of Initial Notes not validly tendered in the exchange offer and holders of Exchange
Notes will not have any further registration rights. In addition, holders of Initial Notes will continue to be subject to restrictions on transfer of
their Initial Notes. Accordingly, the liquidity of the market for Initial Notes could be adversely affected. See, �Risk Factors�A failure to participate
in the exchange offer may have adverse consequences.�

        Based on interpretations by the staff of the SEC, as set forth in no-action letters issued to third parties, we believe that the Exchange Notes
issued pursuant to the exchange offer may be offered for resale, resold or otherwise transferred by each holder of Exchange Notes (other than a
broker-dealer who acquired the Initial Notes directly from the Company for resale pursuant to Rule 144A under the Securities Act or any other
available exemption under the Securities Act) without compliance with the registration and prospectus delivery provisions of the Securities Act,
provided that such holder:

o is acquiring the Exchange Notes in the ordinary course of its business;

o is not participating in, and does not intend to participate in, a distribution of the Exchange Notes within the meaning of the
Securities Act, and has no arrangement or understanding with any person to participate in a distribution of the Exchange Notes
within the meaning of the Securities Act; and

o is not an affiliate (as defined in Rule 405 under the Securities Act) of Ethan Allen Global or any Guarantor.
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        By tendering Initial Notes in exchange for Exchange Notes, each holder, other than a broker-dealer, will be required to make
representations to that effect. If a holder of Initial Notes is participating in or intends to participate in a distribution of the Exchange Notes, or
has any arrangement or understanding with any person to participate in a distribution of the Exchange Notes to be acquired pursuant to the
exchange offer, such holder may be deemed to have received restricted securities and may not rely on the applicable interpretations of the staff
of the SEC. Any such holder will have to comply with the registration and prospectus delivery requirements of the Securities Act in connection
with any secondary resale transaction.

        Each broker-dealer that receives Exchange Notes for its own account in exchange for Initial Notes may be deemed to be an �underwriter�
within the meaning of the Securities Act and must acknowledge that it will deliver a prospectus meeting the requirements of the Securities Act in
connection with any resale of such Exchange Notes. The Letter of Transmittal that accompanies this prospectus states that, by so acknowledging
and by delivering a prospectus, a broker-dealer will not be deemed to admit that it is an �underwriter� within the meaning of the Securities Act. A
broker-dealer may utilize this prospectus, as it may be amended or supplemented from time to time, in connection with offers to resell and other
transfers of Exchange Notes received in exchange for Initial Notes that were acquired by such broker-dealer as a result of market-making or
other trading activities. We have agreed that we will make this prospectus available to any broker-dealer for a period of time not to exceed 180
days after the consummation of the exchange offer for use in connection with any such offer to resell, resale or other transfer. See �Plan of
Distribution.�

Terms of the exchange offer

        Upon the terms and conditions described in this prospectus and the accompanying Letter of Transmittal, we will accept any and all Initial
Notes that are validly tendered and that are not withdrawn prior to the Expiration Date or such later time and date to which we extend the
exchange offer in our reasonable judgment. We will issue $1,000 principal amount of Exchange Notes for each $1,000 principal amount of
Initial Notes validly tendered pursuant to the exchange offer and not withdrawn prior to the Expiration Date. Initial Notes may only be tendered
in integral multiples of $1,000.

        The form and terms of the Exchange Notes are the same as the form and terms of the Initial Notes, except that:

o the Exchange Notes will have been registered under the Securities Act and, therefore, will not bear legends restricting their
transfer; and
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o the holders of the Exchange Notes will not be entitled to any of the registration rights of holders of Initial Notes under the
Registration Rights Agreement, which rights, in any event, will terminate upon the completion of the exchange offer.

The Exchange Notes will represent the same indebtedness as the Initial Notes and will be issued under, and be entitled to the benefits of, the
Indenture that authorized the issuance of the Initial Notes. The Exchange Notes and the Initial Notes will be treated as a single class of securities
under the Indenture.

        As of the date of this prospectus, $200,000,000 in aggregate principal amount of Initial Notes is outstanding. Only a registered holder of
Initial Notes (or such holder�s legal representative or attorney-in-fact), as reflected in the Trustee�s records under the Indenture, may participate in
the exchange offer. There is no fixed record date for determining holders of the Initial Notes entitled to participate in the exchange offer. Holders
of Initial Notes do not have any appraisal or dissenters� rights under the General Corporation Law of the State of Delaware or the Indenture in
connection with the exchange offer. We
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intend to conduct the exchange offer in accordance with the applicable provisions of the Registration Rights Agreement and the applicable
requirements of the Securities Act and the rules and regulations of the SEC thereunder.

        We will be deemed to have accepted validly tendered Initial Notes when, and if, we give oral or written notice to the U.S. Bank National
Association, as Exchange Agent. The Exchange Agent will act as agent for the tendering holders of Initial Notes for the purposes of receiving
the Exchange Notes from us.

        You will not be required to pay brokerage commissions or fees or, subject to the instructions in the Letter of Transmittal, transfer taxes with
respect to the exchange of Initial Notes in the exchange offer. We will pay all charges and expenses, other than certain applicable taxes
described below, in connection with this exchange offer. See ��Fees and Expenses.�

Extension; Amendments

        In order to extend the exchange offer, we are obligated to notify the Exchange Agent of any extension by oral notice (promptly confirmed
in writing) or written notice and will make a public announcement thereof, each prior to 9:00 a.m., New York City time, on the next business
day after the previously scheduled Expiration Date.

        We expressly reserve the right in our discretion to:

o delay accepting any Initial Notes due to an extension of the exchange offer to correct any defect or irregularity in the tender of
Initial Notes, or if any of the conditions discussed below under �Conditions to the exchange offer� have not been satisfied prior to
the expiration of the exchange offer or waived,

o extend the exchange offer, or

o amend the terms of the exchange offer in any manner,

by giving oral or written notice of such delay, extension or amendment to the Exchange Agent. Any notice extending the exchange offer will
disclose the number of securities tendered as of the notice's date as required by Rule 14e-1(d) under the Exchange Act.

        If we amend the exchange offer in a manner determined by us to constitute a material change, we will promptly disclose such amendment
by means of a prospectus supplement that we will distribute to each registered holder of Initial Notes. In addition, we will also extend the
exchange offer for an additional five to ten business days, depending on the significance of the amendment, if the exchange offer would
otherwise expire during such period.

        Without limiting the manner in which we may choose to make a public announcement of any delay, extension or amendment of the
exchange offer, we will have no obligation to publish, advertise or otherwise communicate any such public announcement other than by making
a timely news release to an appropriate news agency.
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Procedures for tendering

        Only a registered holder of Initial Notes (or such registered holder�s legal representative or attorney-in-fact) may tender such Initial Notes in
the exchange offer. The term �holder� with respect to the exchange offer means any person in whose name Initial Notes are registered on the
books of the Trustee under the Indenture or any other person who has obtained a properly completed bond power from such a registered holder.
To tender your Initial Notes in the exchange offer, you must complete, sign and date the Letter of Transmittal, or a facsimile thereof, have the
signatures thereon guaranteed if required by the Letter of Transmittal, and mail or otherwise deliver the Letter of Transmittal or such facsimile
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together with the certificates representing the Initial Notes being tendered and any other required documents to the Exchange Agent at the
address set forth below under ��Exchange Agent� for receipt at or prior to 11:59 p.m. New York City time on the Expiration Date. Alternatively,
you may either:

o send a timely confirmation of a book-entry transfer (a �Book-Entry Confirmation�) of such Initial Notes, if such procedure is
available, into the Exchange Agent�s account at the Depository Trust Company (�DTC� or the �Depository�) pursuant to the procedure
for book-entry transfer described below, at or prior to 11:59 p.m. on the Expiration Date; or

o comply with the guaranteed delivery procedures described below.

        Your tender of Initial Notes will constitute an agreement between you and us in accordance with the terms and subject to the conditions set
forth in this prospectus and in the Letter of Transmittal.

        THE METHOD OF DELIVERY OF INITIAL NOTES, THE LETTER OF TRANSMITTAL AND ALL OTHER REQUIRED
DOCUMENTS IS AT YOUR ELECTION AND RISK. INSTEAD OF DELIVERY BY MAIL, WE RECOMMEND THAT YOU USE AN
OVERNIGHT OR HAND DELIVERY SERVICE, PROPERLY INSURED. IN ALL CASES, YOU SHOULD ALLOW SUFFICIENT TIME
TO ASSURE TIMELY DELIVERY. YOU SHOULD NOT SEND THE LETTER OF TRANSMITTAL OR ANY INITIAL NOTES TO US.
YOU MAY REQUEST YOUR BROKERS, DEALERS, COMMERCIAL BANKS, TRUST COMPANIES OR OTHER NOMINEES TO
EFFECT SUCH TENDER ON YOUR BEHALF.

        If you are the beneficial owner of Initial Notes that are registered in the name of a broker, dealer, commercial bank, trust company or other
nominee and you wish to tender your Initial Notes, you should contact the registered holder promptly and instruct such registered holder to
tender on your behalf. If you wish to tender on your own behalf, you must, prior to completing and executing the Letter of Transmittal and
delivering your Initial Notes, either make appropriate arrangements to register ownership of the Initial Notes in your name or obtain a properly
completed bond power from the registered holder. The transfer of registered ownership may take considerable time.

        Signatures on a Letter of Transmittal or a notice of withdrawal, as the case may be, must be guaranteed by an Eligible Institution (as
defined below) unless the Initial Notes are tendered:

o by a registered holder who has not completed the box titled �Special Delivery Instructions� on the Letter of Transmittal; or

o for the account of an Eligible Institution.

        In the event that signatures on a Letter of Transmittal or a notice of withdrawal, as the case may be, are required to be guaranteed, such
guarantee must be made by a member firm of a registered national securities exchange or The National Association of Securities Dealers, Inc., a
commercial bank or trust company having an office or correspondent in the U.S., or an �eligible guarantor institution� (within the meaning of Rule
17Ad-15 under the Securities Exchange Act of 1934) that is a member of one of the recognized signature guarantee programs identified in the
Letter of Transmittal (an �Eligible Institution�).

        If the Letter of Transmittal is signed by a person other than the registered holder of any Initial Notes listed therein, such Initial Notes must
be endorsed or accompanied by a properly completed bond power, signed by such registered holder exactly as such registered holder�s name
appears on the Initial Notes.
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        If the Letter of Transmittal or any Initial Notes are signed by trustees, executors, administrators, guardians, attorneys-in-fact, officers of
corporations or others acting in a fiduciary or representative capacity, those persons should so indicate when signing. Unless waived by us,
evidence satisfactory to us of their authority to so act must also be submitted with the Letter of Transmittal.

        The Exchange Agent and the Depository have confirmed that any financial institution that is a participant in the Depository�s system may
utilize the Depository�s Automated Tender Offer Program to tender Initial Notes.

        A tender will be deemed to have been received as of the date when the tendering holder�s duly signed Letter of Transmittal accompanied by
the Initial Notes being tendered (or a timely confirmation received of a book-entry transfer of Initial Notes into the Exchange Agent�s account at
the Depository with an Agent�s Message, as defined under ��Book-Entry Transfer�) or a Notice of Guaranteed Delivery from an Eligible Institution
is received by the Exchange Agent. Issuances of Exchange Notes in exchange for Initial Notes tendered pursuant to a Notice of Guaranteed
Delivery by an Eligible Institution will be made only against delivery of the Letter of Transmittal (and any other required documents) and the
tendered Initial Notes (or a timely confirmation received of a book-entry transfer of Initial Notes into the Exchange Agent�s account at the
Depository with an Agent�s Message) to the Exchange Agent.

        All questions as to the validity, form, eligibility (including time of receipt), acceptance and withdrawal of tendered Initial Notes will be
determined by us in our sole discretion, which determination will be final and binding. We reserve the absolute right to reject any and all Initial
Notes not properly tendered or any Initial Notes that if accepted, in our opinion or in our counsel�s opinion, would be unlawful. We also reserve
the right to waive any defects or irregularities as to particular Initial Notes. Our interpretation of the terms and conditions of the exchange offer
(including the instructions in the Letter of Transmittal) will be final and binding. Unless waived, any defects or irregularities in connection with
tenders of Initial Notes must be cured prior to the expiration of the exchange offer. Although we intend to notify you of defects or irregularities
with respect to tenders of Initial Notes, neither we, the Exchange Agent nor any other person shall incur any liability for failure to give such
notification. Tenders of Initial Notes will not be deemed to have been made until such defects or irregularities have been cured or waived.

        While we presently have no plan to acquire any Initial Notes that are not tendered in the exchange offer, or to file a registration statement to
permit resales of any Initial Notes that are not tendered pursuant to the exchange offer, we reserve the right in our sole discretion to purchase or
make offers for any Initial Notes that remain outstanding subsequent to the Expiration Date and, to the extent permitted by applicable law,
purchase Initial Notes in the open market, in privately negotiated transactions or otherwise. The terms of any such purchases or offers could
differ from the terms of the exchange offer.

Acceptance of Initial Notes for Exchange; Delivery of Exchange Notes

        Upon satisfaction or waiver of all of the conditions to the exchange offer, we will accept, promptly after the Expiration Date, all Initial
Notes properly tendered and will issue the Exchange Notes promptly after the expiration of the exchange offer. However, after the expiration of
the exchange offer, we may waive any condition to the exchange offer that is subject to governmental approval, which approval has not been
received prior to the expiration of the exchange offer. For purposes of the exchange offer, the Initial Notes will be deemed to have been accepted
as validly tendered for exchange when, and if, we have given oral or written notice to the Exchange Agent.

Return of Initial Notes

        If any tendered Initial Notes are not accepted for any reason set forth in the terms and conditions of the exchange offer or if Initial Notes are
withdrawn, we will return the unaccepted, withdrawn or non-
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exchanged Initial Notes to you without expense (or, in the case of Initial Notes tendered by book-entry transfer into the Exchange Agent�s
account at the Depository pursuant to the book-entry transfer procedures described below, the Initial Notes will be credited to an account
maintained with the Depository) promptly after withdrawal, rejection of tender, the Expiration Date or earlier termination of the exchange offer.

Book-Entry transfer

        The Exchange Agent will make a request to establish an account with respect to the Initial Notes with the Depository for purposes of the
exchange offer promptly after the date of this prospectus. Any financial institution that is a participant in the Depository�s Book-Entry Transfer
Facility system may make book-entry delivery of the Initial Notes by causing the Depository to transfer such Initial Notes into the Exchange
Agent�s account and to deliver an �Agent�s Message� (as defined below) on or prior to the Expiration Date in accordance with the Depository�s
procedures for such transfer and delivery. If delivery of Initial Notes is effected through book-entry transfer into the Exchange Agent�s account at
the depository and an Agent�s Message is not delivered, the Letter of Transmittal (or facsimile thereof), with any required signature guarantees
and any other required documents, must be transmitted to and received or confirmed by the Exchange Agent at its address set forth herein under
��Exchange Agent� prior to 11:59 p.m., New York City time on the Expiration Date or pursuant to the guaranteed delivery procedures described
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below. DELIVERY OF DOCUMENTS TO THE DEPOSITORY DOES NOT CONSTITUTE DELIVERY TO THE EXCHANGE AGENT. All
references in this prospectus to deposit of Initial Notes will be deemed to include DTC�s book-entry delivery method.

        The term �Agent�s Message� means a message transmitted by the Depository to and received by the Exchange Agent and forming a part of a
Book-Entry Confirmation that states that the Depository has received an express acknowledgment from the tendering participant, which
acknowledgment states that the participant has received and agrees to be bound by, and makes the representations and warranties contained in,
the Letter of Transmittal and that we may enforce the Letter of Transmittal against the participant.

Guaranteed delivery procedures

        If you are a registered holder of Initial Notes and wish to tender your Initial Notes, but time will not permit your required documents to
reach the Exchange Agent on or prior to the Expiration Date, you may still tender in the exchange offer if:

o you tender through an Eligible Institution;

o on or prior to the Expiration Date, the Exchange Agent receives from such Eligible Institution a properly completed and duly
executed Letter of Transmittal and Notice of Guaranteed Delivery, substantially in the form provided by us (by facsimile
transmission, mail or hand delivery), setting forth your name and address as holder of Initial Notes and the amount of Initial Notes
tendered, stating that the tender is being made thereby and guaranteeing that within five business days after the Expiration Date, a
Book-Entry Confirmation or the certificates relating to the Initial Notes and all other documents required by the Letter of
Transmittal will be deposited by the Eligible Institution with the Exchange Agent; and

o a Book-Entry Confirmation or the certificates for all tendered Initial Notes, and all other documents required by the Letter of
Transmittal, are received by the Exchange Agent within five business days after the Expiration Date.
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Upon request to the Exchange Agent, a Notice of Guaranteed Delivery will be sent to holders who wish to tender their Initial Notes according to
the guaranteed delivery procedures set forth above.

Withdrawal of tenders

        Except as otherwise provided in this prospectus, you may withdraw tenders of Initial Notes any time prior to 11:59 p.m., New York City
time, on the Expiration Date.

        For a withdrawal to be effective, you must send a written notice of withdrawal to the Exchange Agent at the address set forth below under
��Exchange Agent� prior to 11:59 p.m., New York City time, on the Expiration Date. Any such notice of withdrawal must:

o specify the name of the person having deposited the Initial Notes to be withdrawn;

o identify the Initial Notes to be withdrawn (including the certificate number or numbers and principal amount of Initial Notes); and

o be signed by the holder in the same manner as the original signature on the Letter of Transmittal by which the Initial Notes were
tendered (including required signature guarantees).

        All questions as to the validity, form and eligibility (including time of receipt) of notices of withdrawal will be determined by us, in our sole
discretion, and our determination will be final and binding. Any Initial Notes so withdrawn will be deemed not to have been validly tendered for
exchange for purposes of the exchange offer, and no Exchange Notes will be issued with respect thereto unless the Initial Notes so withdrawn
are validly retendered. Properly withdrawn Initial Notes may be retendered by following one of the procedures described above at any time on or
prior to the Expiration Date.

Termination of certain rights

        All registration rights under the Registration Rights Agreement accorded to holders of the Initial Notes (and all rights to receive additional
interest on the Initial Notes to the extent and in the circumstances specified therein) will terminate upon consummation of the exchange offer
except with respect to our duty to keep the registration statement effective until the closing of the exchange offer and, for a period of 180 days
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after the closing of the exchange offer, to provide copies of the latest version of the prospectus to any broker-dealer that requests copies of such
prospectus in the Letter of Transmittal for use in connection with any resale by such broker-dealer of Exchange Notes received for its own
account pursuant to the exchange offer in exchange for Initial Notes acquired for its own account as a result of market-making or other trading
activities.

Conditions of the exchange offer

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

o a change in laws or regulations occurs that, in our reasonable judgment, impairs our ability to proceed with the exchange offer;

o a change in the current interpretation of the staff of the SEC occurs, which current interpretation permits the Exchange Notes
issued pursuant to the exchange offer in exchange
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for the Initial Notes to be offered for resale, resold or otherwise transferred by holders thereof (other than in certain
circumstances);

o a stop order is issued by the SEC or any state securities authority suspending the effectiveness of the registration statement of
which this prospectus is a part or the qualification of the Indenture under the Trust Indenture Act of 1939 or proceedings are
initiated or, to our knowledge, threatened for that purpose;

o an action or proceeding is instituted or threatened in any court or before any governmental agency or body that in our judgment
would reasonably be expected to prohibit, prevent or otherwise impair our ability to proceed with the exchange offer;

o a governmental approval is not obtained, which approval we deem, in our reasonable judgment, necessary for the consummation
of the exchange offer; or

o a change, or a development involving a prospective change, in our business or financial affairs, in each case, which is not within
our direct or indirect control, occurs that, in our reasonable judgment, might materially impair our ability to proceed with the
exchange offer.

        These conditions are for our sole benefit and we may assert them regardless of the circumstances giving rise to any such condition or we
may waive them, in whole or in part, at any time and from time to time, if we determine in our reasonable judgment that any of the foregoing
events or conditions has occurred or exists or has not been satisfied, subject to applicable law. Our failure at any time to exercise any of the
foregoing rights will not be deemed a waiver of any such right and each such right will be deemed an ongoing right which we may assert at any
time and from time to time, except that all conditions to this exchange offer must be satisfied or waived by us prior to the expiration of the
exchange offer. However, after the expiration of the exchange offer, we may waive any condition to the exchange offer that is subject to
governmental approval, which approval has not been received prior to the expiration of the exchange offer. We will give oral or written notice or
public announcement of any waiver by us of any condition and any related amendment, termination or extension of this exchange offer. In the
case of any extension, such oral or written notice or public announcement will be issued no later than 9:00 a.m., New York City time, on the
business day after the previously scheduled expiration date.

        If we determine that we may terminate the exchange offer, we may:

o refuse to accept any Initial Notes and return to the holders thereof any Initial Notes that have been tendered;

o extend the exchange offer and retain all Initial Notes tendered prior to the Expiration Date, subject to the rights of holders of
tendered Initial Notes to withdraw their tendered Initial Notes; or

o waive such termination event with respect to the exchange offer and accept all properly tendered Initial Notes that have not been
withdrawn or otherwise amend the terms of the exchange offer in any respect as provided under ��Extension; Amendments.�
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        The exchange offer is not conditioned upon any minimum principal amount of Initial Notes being tendered for exchange.

        We have no obligation to, and will not knowingly, permit acceptance of tenders of Initial Notes from our affiliates (within the meaning of
Rule 405 under the Securities Act) or from any other holder or holders who are not eligible to participate in the exchange offer under applicable
law or interpretations thereof by the staff of the SEC, or if the Exchange Notes to be received by such holder or holders of Initial Notes in the
exchange offer, upon receipt, will not be tradable by such holder without restriction under the Securities Act and the Securities Exchange Act of
1934 and without material restrictions under the �blue sky� or securities laws of substantially all of the states of the U.S.
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Exchange Agent

        We have appointed U.S. Bank National Association as Exchange Agent for the exchange offer. Questions and requests for assistance,
requests for additional copies of this prospectus or of the Letter of Transmittal and requests for Notices of Guaranteed Delivery should be
directed to the Exchange Agent as follows:

By registered or certified mail, by overnight courier or by hand:

U.S. Bank National Association
One Federal Street, 3rd Floor
Boston, MA 02110
Attention:  John Brennan

or:

By facsimile transmission:

U.S. Bank National Association
One Federal Street, 3rd Floor
Boston, MA 02110
Attention:  John Brennan
Facsimile Number: (617) 603-6668
Confirm by Telephone: (617) 603-6576

        In addition, Letters of Transmittal and any other required documentation should be sent to the Exchange Agent at the address set forth
above, except where facsimile transmission is specifically authorized (e.g., withdrawals and Notices of Guaranteed Delivery). DELIVERY OF
THE LETTER OF TRANSMITTAL TO AN ADDRESS OTHER THAN AS SET FORTH ABOVE OR TRANSMISSION VIA FACSIMILE
OTHER THAN AS SET FORTH ABOVE WILL NOT CONSTITUTE A VALID DELIVERY.

Fees and expenses

        We will bear the expenses of soliciting tenders pursuant to the exchange offer. The principal solicitation is being made by mail; however,
additional solicitation may be made by telegraph, facsimile transmission, telephone or in person by officers and regular employees of Ethan
Allen Global and its affiliates.

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

        We will pay all transfer taxes, if any, applicable to the exchange of the Initial Notes pursuant to the exchange offer. If, however, a transfer
tax is imposed for any reason other than the exchange of the Initial Notes pursuant to the exchange offer, then the amount of any such transfer
taxes (whether imposed on the registered holder or any other persons) will be payable by the tendering holder. If satisfactory evidence of
payment of such taxes or exemption therefrom is not submitted with the Letter of Transmittal, the amount of such transfer taxes will be billed
directly to the tendering holder.
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Consequences of failure to exchange

        Participation in the exchange offer is voluntary. Holders of the Initial Notes are urged to consult their financial and tax advisors in making
their own decisions on what action to take.

        Initial Notes that are not exchanged for Exchange Notes pursuant to the exchange offer will remain �restricted securities� within the meaning
of Rule 144 under the Securities Act. Accordingly, such Initial Notes may be resold only:

o to us or any of our subsidiaries;

o so long as the Initial Notes are eligible for resale pursuant to Rule 144A, to a person whom the seller reasonably believes is a
�qualified institutional buyer� within the meaning of Rule 144A under the Securities Act, purchasing for its own account or for the
account of a qualified institutional buyer, to whom notice is given that the resale, pledge or other transfer is being made in reliance
on Rule 144A;

o outside the U.S. to non-U.S. Persons in an offshore transaction in compliance with Rule 904 under the Securities Act;

o pursuant to an exemption from registration under the Securities Act in accordance with Rule 144 (if available);

o to an institutional �accredited investor� that, prior to such transfer, furnishes to the Trustee a signed letter containing certain
representations and agreements relating to the restrictions on transfer of the Initial Notes and, upon request, an opinion of counsel
acceptable to the Trustee that the transfer is in compliance with the Securities Act; such transfer must be of a principal amount of
Initial Notes at the time of transfer of at least $250,000; or

o pursuant to an effective registration statement under the Securities Act,

in each case in accordance with any applicable securities laws of any state of the U.S. and subject to certain requirements of the Trustee being
met. The liquidity of the Initial Notes could be adversely affected by the exchange offer. See �Risk Factors�A failure to participate in the exchange
offer may have adverse consequences.�

Resales of the Exchange Notes

        Based on certain no-action letters issued by the staff of the SEC, we believe that the Exchange Notes or interests therein issued pursuant to
the exchange offer in exchange for Initial Notes or interests therein may be offered for resale, resold and otherwise transferred by you (unless
you are a broker-dealer who purchases such Exchange Notes directly from us to resell pursuant to Rule 144A or any other available exemption
under the Securities Act) without compliance with the registration and prospectus delivery requirements of the Securities Act; provided that:

o you are acquiring the Exchange Notes in the ordinary course of your business;

o you are not participating, do not intend to participate and have no arrangement or understanding with any person to participate, in
the distribution of Exchange Notes; and
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o you are not an affiliate of the Company, within the meaning of Rule 405 under the Securities Act.

        However, if you acquire Exchange Notes in the exchange offer for the purpose of distributing or participating in the distribution of the
Exchange Notes, you cannot rely on the position of the staff of the SEC in the no-action letters issued to third parties and must comply with the
registration and prospectus delivery requirements of the Securities Act in connection with any resale transaction, unless an exemption from
registration is otherwise available.

        Each broker-dealer that receives Exchange Notes for its own account may be deemed an �underwriter� within the meaning of the Securities
Act and must acknowledge that it will deliver a prospectus meeting the requirements of the Securities Act in connection with any resale of such
Exchange Notes. A broker-dealer may use this prospectus for any offer to resell, resale or other transfer of Exchange Notes received in exchange
for Initial Notes which were acquired by such broker-dealer as a result of market-making activities or other trading activities. The Letter of
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Transmittal that accompanies this prospectus states that, by so acknowledging and by delivering a prospectus, a broker-dealer will not be
deemed to admit that it is an �underwriter� within the meaning of the Securities Act. We have agreed that, for a period of 180 days after the
consummation of the exchange offer, we will make this prospectus available to any broker-dealer for use in connection with any such offer to
resell, resale or other transfer. See �Plan of Distribution.� Subject to certain limitations, we will take steps to ensure that the issuance of the
Exchange Notes will comply with state securities or �blue sky� laws.
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Use of Proceeds

        The exchange offer is being effected to satisfy certain of our obligations under the Registration Rights Agreement. We will not receive any
cash proceeds from the issuance of the Exchange Notes offered hereby. In consideration for issuing the Exchange Notes, we will receive an
equal aggregate principal amount of Initial Notes. Initial Notes that are properly tendered in the exchange offer and not validly withdrawn will
be accepted, canceled and retired and cannot be reissued. Accordingly, the issuance of the Exchange Notes will not result in any increase in our
outstanding indebtedness.

        The net proceeds to us from the original issuance of the Initial Notes were $197.1 million, after deducting the Initial Purchaser�s discount
and fees and expenses of this offering. As of December 31, 2005, we had used $15.0 million of the net proceeds to reduce the outstanding
balance under the credit facility. Pending use for a specific purpose, we may use a portion of the remaining net proceeds to further reduce the
outstanding balance under the credit facility, if any, and, to the extent that at the time there is no such amount outstanding, to invest in
investment quality, interest-bearing securities or deposits with maturities not to exceed 24 months. The credit facility matures in 2010. The credit
facility bears interest at a variable rate equal to the greatest of the prime rate of JPMorgan Chase Bank, N.A., the Federal Funds Rate plus .5%,
or a third composite of interest rates plus 1%, plus additional fees whose percentages are tied to our credit ratings as issued by Moody�s and
Standard and Poor�s. We had no revolving loans outstanding under the credit facility as of December 31, 2005, and standby letters of credit
outstanding under the facility at that date totaled $16.1 million. Remaining available borrowing capacity under the facility was $183.9 million at
December 31, 2005.

        J.P. Morgan Securities Inc. or its affiliates are lenders under our credit facility and will receive their proportionate shares of any repayment
of amounts under the credit facility as described above.
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Capitalization

        The following table sets forth our capitalization as of December 31, 2005. You should read this table in conjunction with �Use of Proceeds,�
�Selected Financial Data� and �Management�s Discussion and Analysis of Financial Condition and Results of Operations� included, and the
consolidated financial statements and the notes thereto incorporated by reference, in this prospectus.

(Dollars in thousands)
December 31, 2005

Cash and cash equivalents $ 175,008
Short-term debt 221

Long-term debt $ 202,687
Shareholders� equity:
   Class A common stock, par value $.01, 150,000,000 shares authorized;
     46,615,471 shares issued at December 31, 2005 466
   Class B common stock, par value $.01, 600,000 shares authorized;
     no shares issued and outstanding at December 31, 2005 --
   Preferred stock, par value $.01, 1,055,000 shares authorized; no
     shares issued and outstanding at December 31, 2005 --
   Additional paid-in capital 305,126

   Less:    Treasury stock (at cost), 13,628,320 shares at December 31, 2005 (387,338)
   Retained earnings 498,884
   Accumulated other comprehensive income 739
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(Dollars in thousands)
December 31, 2005

Total shareholders� equity 417,877

Total capitalization(1) $ 620,564

    (1)        As of December 31, 2005, our total capitalization was approximately $620.6 million, consisting of the sum of our long-term debt and
total shareholders� equity of $202.7 million and $417.9 million, respectively.
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Selected Financial Data

        The following table sets forth selected consolidated financial data of Ethan Allen Interiors Inc. and its consolidated subsidiaries. The
consolidated statements of operations data for the years ended June 30, 2003, 2004, and 2005, and the consolidated balance sheet data as of
June 30, 2004 and 2005 have been derived from our consolidated financial statements, which have been audited by KPMG LLP, our
independent registered public accounting firm, and are incorporated by reference in this prospectus. The consolidated statement of operations
data for the years ended June 30, 2001 and 2002, and the consolidated balance sheet data as of June 30, 2001, 2002 and 2003, have been derived
from our consolidated financial statements not included or incorporated by reference in this prospectus. The consolidated statement of operations
data for the six months ended December 31, 2004 and 2005, and the consolidated balance sheet data as of December 31, 2004 and 2005, have
been derived from our unaudited consolidated financial statements which are incorporated by reference in this prospectus.Certain of the
summary financial data for the year ended June 30, 2005 have been adjusted to reflect the offering of the Initial Notes and the initial application
of the gross proceeds therefrom. You should read the information below in conjunction with �Management�s Discussion and Analysis of Financial
Condition and Results of Operations� included in this prospectus.

Fiscal Year
Ended
June 30,

Six
Months Ended
December 31,

(in thousands, except per share
data, financial ratios and store count
data)

2001 2002 2003 2004 2005 2005 2004 2005

(as adjusted)
Statement of Operations Data:
  Net sales $ 904,133 $ 892,288 $ 907,264 $ 955,107 $ 949,012 $ 949,012 $ 475,598 $ 527,317
  Cost of sales 490,509 471,018 457,924 494,072 487,958 487,958 245,772 260,923
  Restructuring and impairment
    charge, net(1) 6,906 5,123 13,131 12,520 (219) (219) (219) 4,241
  Selling, general and
    administrative expenses 281,723 286,888 316,752 322,111 332,295 332,295 162,515 189,671
  Operating income 124,995 129,259 119,457 126,404 128,978 128,978 67,530 72,482
  Interest and other (income)
    expense, net (2,056) (2,344) (517) (2,691) (442) (442) (959) 2,199
  Income before income tax
    expense 127,051 131,603 119,974 129,095 129,420 129,420 68,489 70,283
  Income tax expense 48,025 49,746 45,350 49,617 50,082 50,082 26,597 26,989
  Net income 79,026 81,857 74,624 79,478 79,338 79,338 41,892 43,294
Balance Sheet Data (at end of
  period):
  Cash and cash equivalents $ 48,112 $ 75,688 $ 54,356 $ 27,528 $ 3,448 $ 203,448 $ 27,045 $ 175,008
  Total assets 621,069 690,812 735,008 658,367 628,386 828,386 646,596 807,909
  Working capital 183,863 193,354 228,177 161,772 130,423 330,423 157,599 291,419
  Current ratio 2.70 2.50 2.70 2.18 1.97 3.47 2.22 3.03
  Total debt, including capital
    lease obligations 9,487 9,321 10,218 9,221 12,510 212,510 4,551 202,908
  Shareholders' equity 462,163 508,170 533,922 456,140 434,068 434,068 450,978 417,877
  Book value per basic share $ 11.73 $ 13.09 $ 14.20 $ 12.27 $ 12.26 $ 12.26 $ 12.56 $ 12.47
  Book value per diluted share . 11.46 12.72 13.84 11.91 11.99 11.99 12.24 12.21

$ 3.23 $ 3.39 $ 3.19 $ 3.47 $ 3.66 $ 3.66 $ 1.91 $ 2.10
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  Income per basic share from
    continuing operations

Fiscal Year
Ended
June 30,

Six
Months Ended
December 31,

  Income per diluted share from
    continuing operations 3.15 3.29 3.11 3.37 3.58 3.58 1.86 2.05
Other Financial Data:
  Depreciation and
    amortization(2) $ 20,295 $ 19,503 $ 21,634 $ 21,854 $ 21,338 $ 21,338 $ 10,646 $ 10,855
  Capital expenditures,
    including acquisitions(3) 48,238 73,481 39,781 24,976 34,381 34,381 16,166 22,839
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Fiscal Year
Ended
June 30,

Six
Months Ended
December 31,

(in thousands, except per share
data, financial ratios and store
count data)

2001 2002 2003 2004 2005 2005 2004 2005

(as adjusted)

  Cash dividends declared(4) 0.16 0.18 0.25 3.40 0.60 0.60 0.30 0.36
Other Operating Data:
  EBITDA(5) $ 147,948 $ 151,606 $ 142,112 $ 151,449 $ 151,414 $ 151,414 $ 79,372 $ 84,279
  Total debt to EBITDA 0.06 0.06 0.07 0.06 0.08 1.40 0.06 2.41
  EBITDA to interest expense 245.76 303.21 281.97 302.90 230.81 230.81 334.90 26.83
  Total number of stores owned 312 316 309 311 313 313 314 313
    Number of company-owned
      stores 84 103 119 127 126 126 125 132
    Number of
      independently-owned
stores 228 213 190 184 187 187 189 181
    Ratio of earnings to fixed
      charges(6) 17.82 16.79 13.35 13.14 12.43 12.43 13.45 8.56

        (1)  In the first quarter of fiscal 2006, we announced a plan to convert one of our existing manufacturing facilities into a regional
distribution center. The facility, currently involved in the production of wood case goods furniture, is located in Dublin, Virginia. In connection
with this initiative, we will permanently cease production at the Dublin location and will consolidate the distribution operations of our existing
Old Fort, North Carolina location into the new, larger facility. The decision impacts approximately 325 employees, of which we expect
approximately 75 to be employed in new positions. We recorded a pre-tax restructuring and impairment charge of $4.2 million during the first
quarter of fiscal 2006, of which $1.3 million was related to employee severance and benefits and other plant exit costs, and $2.9 million was
related to fixed asset impairment charges, primarily for machinery and equipment, stemming from the decision to cease production activities.

        In the fourth quarter of fiscal 2004, we announced a plan to close and consolidate two of our manufacturing facilities. The plants, both
involved in the production of case goods, were located in Boonville, New York and Bridgewater, Virginia. The plant closures resulted in a
headcount reduction totaling approximately 460 employees: 270 employees effective June 25, 2004 and 190 employees throughout the first
quarter of fiscal 2005. A pre-tax restructuring and impairment charge of $12.8 million was recorded for costs associated with these plant
closings, of which $4.5 million related to employee severance and benefits and other plant exit costs, and $8.3 million related to fixed asset
impairment charges, primarily for real property and machinery and equipment associated with the closed facilities. During the first six months of
fiscal 2005, the final cash payments relating to these plant closings were made and certain adjustments totaling $0.2 million were recorded to
reverse the remaining previously established accruals which were no longer required.

        In the third quarter of fiscal 2003, we announced a plan to close three of our smaller manufacturing facilities. Closure of these facilities
resulted in a headcount reduction totaling approximately 580 employees: 340 employees effective April 21, 2003 and 240 employees throughout
the last quarter of fiscal 2003 and the first quarter of fiscal 2004. A pre-tax restructuring and impairment charge of $13.4 million was recorded
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for costs associated with these plant closings, of which $4.5 million related to employee severance and benefits and other plant exit costs, and
$8.9 million related to fixed asset impairment charges, primarily for real property and machinery and equipment associated with the closed
facilities. During the first quarter of fiscal 2004, adjustments totaling $0.2 million were recorded to reverse certain of these previously
established accruals which were no longer required.
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        In the fourth quarter of fiscal 2002, we announced a plan that involved the closure of one of our manufacturing facilities as well as the
rough mill operation of a separate facility. Closure of these facilities resulted in a headcount reduction totaling approximately 220 employees:
150 employees effective June 29, 2002 and 70 employees throughout the first quarter of fiscal 2003. A pre-tax restructuring and impairment
charge of $5.1 million was recorded for costs associated with these plant closings, of which $2.0 million related to employee severance and
benefits and other plant exit costs, and $3.1 million related to fixed asset impairment charges, primarily for real property and machinery and
equipment associated with the closed facilities. During the third quarter of fiscal 2003, adjustments totaling $0.2 million were recorded to
reverse certain of these previously established accruals which were no longer required.

        In the fourth quarter of fiscal 2001, we announced a plan that involved the closure of three of our manufacturing facilities and a headcount
reduction totaling approximately 350 employees effective August 6, 2001. A pre-tax restructuring and impairment charge of $6.9 million was
recorded for costs associated with these plant closings, of which $3.3 million related to employee severance and benefits and other plant exit
costs, and $3.6 million related to fixed asset impairment charges, primarily for real property and machinery and equipment associated with the
closed facilities. During the first quarter of fiscal 2002, adjustments totaling $0.1 million were recorded to reverse certain of these previously
established accruals which were no longer required.

        (2)   As a result of our adoption of Statement of Financial Accounting Standards (�SFAS�) No. 142, Goodwill and Other Intangible Assets,
amortization of goodwill and indefinite-lived intangible assets ceased on July 1, 2001. The amount of amortization related to these assets totaled
$1.8 million in fiscal 2001.

        (3)   Capital expenditures are principally attributable to (i) new store development and renovation, (ii) company-wide technology initiatives
and (iii) improvements within our manufacturing and logistics operations. Acquisitions include the purchase of 1 retail store and 1
manufacturing facility in 2001, 20 retail stores in 2002, 16 retail stores in 2003, 4 retail stores in 2004, 6 retail stores in 2005 and 5 retail stores
in fiscal 2006, 2 of which were purchased in exchange for shares of our common stock.

        (4)   On April 27, 2004, we declared a special, one-time cash dividend of $3.00 per common share, payable on May 27, 2004 to
shareholders of record as of May 10, 2004.

        (5)   EBITDA, for this purpose, means net income, plus interest expense, income tax expense, depreciation and amortization. We believe
that EBITDA is an important indicator of our operational strength and performance of our business, including our ability to pay interest, service
debt and fund capital expenditures. Given the nature of our operations, including the tangible assets necessary to carry out our production and
distribution activities, depreciation and amortization represent our largest non-cash charges. As these non-cash charges do not affect our ability
to service debt or make capital expenditures, it is important to consider EBITDA in addition to, but not as a substitute for, operating income, net
income and other measures of financial performance reported in accordance with generally accepted accounting principles (�GAAP�), including
cash flow measures such as operating cash flow. Further, EBITDA is one measure used to determine compliance with our existing credit facility.
Our method for calculating EBITDA may not be comparable to methods used by other companies. The following table sets forth, for the periods
indicated, the calculation of EBITDA, presenting a reconciliation to the GAAP measure of net income:
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Year Ended June 30,
Six Months Ended
December 31,

(Dollars in millions) 2001 2002 2003 2004 2005

2005
(as

adjusted) 2004 2005
Net income $ 79,026 $ 81,857 $ 74,624 $ 79,478 $ 79,338 $ 79,338 $ 41,892 $ 43,294
Plus: Interest expense 602 500 504 500 656 656 237 3,141
Plus: Income tax expense 48,025 49,746 45,350 49,617 50,082 50,082 26,597 26,989
Plus: Depreciation and
amortization 20,295 19,503 21,634 21,854 21,338 21,338 10,646 10,855
EBITDA $147,948 $151,606 $142,112 $151,449 $151,414 $151,414 $ 79,372 $ 84,279
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    (6)        For purposes of determining the ratio of earnings to fixed charges, �earnings� is the amount resulting from (i) adding the following
items: (a) pretax income from continuing operations before adjustment for minority interests in consolidated subsidiaries or income or loss from
equity investees, (b) fixed charges, and (c) amortization of capitalized interest, and (ii) subtracting interest capitalized. �Fixed charges� means the
sum of the following: (a) interest expensed and capitalized, (b) amortized premiums, discounts and capitalized expenses related to indebtedness,
and (c) an estimate of the interest within rental expense.
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      Management�s Discussion and Analysis of Financial Condition and Results of Operations

        The following discussion of financial condition and results of operations is based upon, and should be read in conjunction with, the
consolidated financial statements and notes thereto incorporated by reference in this prospectus.

Critical accounting policies

        Our consolidated financial statements have been prepared in conformity with accounting principles generally accepted in the United States
of America which require, in some cases, that certain estimates and assumptions be made that affect the amounts and disclosures reported in
those financial statements and the related accompanying notes. Estimates are based on currently known facts and circumstances, prior
experience and other assumptions believed to be reasonable. Management uses its best judgment in valuing these estimates and may, as
warranted, solicit external advice. Actual results could differ from these estimates, assumptions and judgments, and these differences could be
material. The following critical accounting policies, some of which are impacted significantly by estimates, assumptions and judgments, affect
our consolidated financial statements.

Inventories�Inventories (finished goods, work in process and raw materials) are stated at the lower of cost, determined on a first-in, first-out
basis, or market. Cost is determined based solely on those charges incurred in the acquisition and production of the related inventory (i.e.,
material, labor and manufacturing overhead costs). We estimate an inventory reserve for excess quantities and obsolete items based on specific
identification and historical write-offs, taking into account future demand and market conditions. If actual demand or market conditions in the
future are less favorable than those estimated, additional inventory write-downs may be required.

Revenue Recognition�Revenue is recognized when all of the following have occurred: persuasive evidence of a sales arrangement exists
(e.g., a wholesale purchase order or retail sales invoice); the sales arrangement specifies a fixed or determinable sales price; product is shipped
or services are provided to the customer; and collectibility is reasonably assured. This occurs upon the shipment of goods to independent
retailers or, in the case of company-owned retail stores, upon delivery to the customer. Recorded sales provide for estimated returns and
allowances. We permit retail customers to return defective products and incorrect shipments, and terms offered by us are standard for the
industry.

Allowance for Doubtful Accounts�We maintain an allowance for doubtful accounts for estimated losses resulting from the inability of our
customers to make required payments. The allowance for doubtful accounts is based on a review of specifically identified accounts in addition to
an overall aging analysis. Judgments are made with respect to the collectibility of accounts receivable based on historical experience and current
economic trends. Actual losses could differ from those estimates.

Retail Store Acquisitions�We account for the acquisition of retail stores and related assets in accordance with SFAS No. 141, Business
Combinations, which requires application of the purchase method for all business combinations initiated after June 30, 2001. Accounting for
these transactions as purchase business combinations requires the allocation of purchase price paid to the assets acquired and liabilities assumed
based on their fair values as of the date of the acquisition. The amount paid in excess of the fair value of net assets acquired is accounted for as
goodwill.

Impairment of Long-Lived Assets and Goodwill�We periodically evaluate whether events or circumstances have occurred that indicate that
long-lived assets may not be recoverable or that the remaining useful life may warrant revision. When such events or circumstances are present,
we assess the recoverability of long-lived assets by determining whether the carrying value will be recovered through
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the expected undiscounted future cash flows resulting from the use of the asset. In the event the sum of the expected undiscounted future cash
flows is less than the carrying value of the asset, an impairment loss equal to the excess of the asset�s carrying value over its fair value is
recorded. The long-term nature of these assets requires the estimation of our cash inflows and outflows several years into the future and only
takes into consideration technological advances known at the time of the impairment test.
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        In accordance with SFAS No. 142, Goodwill and Other Intangible Assets, goodwill and other intangible assets are to be evaluated for
impairment on an annual basis and between annual tests whenever events or circumstances indicate that the carrying value of the goodwill or
other intangible asset may exceed its fair value. We conduct our required annual impairment test during the fourth quarter of each fiscal year and
use a discounted cash flow model to estimate fair value. This model requires the use of long-term planning forecasts and assumptions regarding
industry-specific economic conditions that are outside our control.

Business Insurance Reserves�We have insurance programs in place to cover workers� compensation and property/casualty claims. The
insurance programs, which are funded through self-insured retention, are subject to various stop-loss limitations. We accrue estimated losses
using actuarial models and assumptions based on historical loss experience. Although management believes that the insurance reserves are
adequate, the reserve estimates are based on historical experience, which may not be indicative of current and future losses. In addition, the
actuarial calculations used to estimate insurance reserves are based on numerous assumptions, some of which are subjective. We adjust
insurance reserves, as needed, in the event that future loss experience differs from historical loss patterns.

Other Loss Reserves�We have a number of other potential loss exposures incurred in the ordinary course of business such as environmental
claims, product liability, litigation, tax liabilities, non-recurring restructuring charges, and the recoverability of deferred income tax benefits.
Establishing loss reserves for these matters requires management�s estimate and judgment with regard to maximum risk exposure and ultimate
liability or realization. As a result, these estimates are often developed with our counsel, or other appropriate advisors, and are based on
management�s current understanding of the underlying facts and circumstances. Because of uncertainties related to the ultimate outcome of these
issues or the possibility of changes in the underlying facts and circumstances, additional charges related to these issues could be required in the
future.

Basis of presentation

        As of December 31, 2005, Ethan Allen Interiors Inc. had no material assets other than its ownership of the capital stock of Ethan
Allen Global and conducts all significant transactions through Ethan Allen Global, which owns the capital stock of Ethan Allen Retail, Inc.
(formerly, Ethan Allen Inc.), Ethan Allen Operations, Inc. and certain other operating subsidiaries; therefore, substantially all of the financial
information presented herein is that of Ethan Allen Global. See �Summary�Organizational Chart.�

Results of operations

        Our revenues are comprised of (i) wholesale sales to independently-owned and company-owned retail stores and (ii) retail sales of
company-owned stores. See Note 16 to our consolidated financial statements for the year ended June 30, 2005 included under Item 8 of the
Annual Report incorporated by reference in this prospectus and Note 12 to our consolidated financial statements for the three months ended
December 31, 2005 included under Item 1 of the Quarterly Report incorporated by reference in this prospectus.
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Fiscal Year Ended June 30,
Six Months Ended
December 31,

2005 2004 2003 2005 2004
Revenue:
           Wholesale segment $ 663.2 $ 673.8  $ 661.0  $ 366.0  $ 322.7
           Retail segment 586.2 576.2 526.4 338.3 297.5
           Elimination of inter-company sales (300.4) (294.9) (280.1) (177.0) (144.6)

                   Consolidated Revenue $ 949.0 $ 955.1 $ 907.3 $ 527.3 $ 475.6

Operating Income:
           Wholesale segment(1) $ 115.9 $ 108.0 $ 109.3 $ 63.3 $ 55.0
           Retail segment 12.8 11.7 13.4 11.1 8.9
           Elimination of inter-company profit(2) 0.3 6.7 (3.2) (1.9) 3.6

                   Consolidated Operating Income $ 129.0 $ 126.4 $ 119.5 $ 72.5 $ 67.5

Edgar Filing: ETHAN ALLEN INTERIORS INC - Form S-4/A

Results of operations 31



    (1)        Operating income for the wholesale segment includes pre-tax restructuring and impairment charges, net of $12.5 million and
$13.1 million recorded in fiscal years 2004 and 2003, respectively, and for the six month period ended December 31, 2005, $4.2 million
recorded in the three month period ended September 30, 2005.

    (2)        Represents the change in the inventory profit elimination entry necessary to adjust for the embedded wholesale profit contained in
Ethan Allen-owned store inventory existing at the end of the period.

Six months ended December 31, 2005 compared to six months ended December 31, 2004

        Consolidated revenue for the six months ended December 31, 2005 increased by $51.7 million, or 10.9%, to $527.3 million, from $475.6
million for the six months ended December 31, 2004. Net sales for the period largely reflect the delivery of product associated with booked
orders and backlog existing as of the beginning of the period. The increase in sales was due primarily to an increase in the incoming order rate as
a result of (i) the continued re-positioning of our retail stores to larger and more prominent locations, and (ii) recent product introductions. In
addition, in recent months, sales have benefited from the Company�s continued implementation of its �mission possible� initiative, the objective of
which is to reduce the lead time associated with product delivery to both its independent retailers and consumers.

        Total wholesale revenue for the first six months of fiscal 2006 increased by $43.3 million, or 13.4%, to $366.0 million from $322.7 million
in the prior year comparable period. The year-over-year increase was attributable to an increase in the incoming order rate coupled with
increased throughput within all lines of our manufacturing operations, and improved service position within certain imported product lines, both
of which resulted in shorter delivery cycle times.

        Total retail revenue from Ethan Allen-owned stores for the six months ended December 31, 2005 increased by $40.8 million, or 13.7%, to
$338.3 million from $297.5 million for the six months ended December 31, 2004. The increase in retail sales by Ethan Allen-owned stores was
attributable to increases in comparable store delivered sales of $29.3 million, or 10.8%, and sales generated by newly opened (including
relocated) or acquired stores of $23.2 million. These favorable variances were partially offset by a decrease resulting from sold and closed
stores, which generated $11.7 million fewer sales in the first six months of fiscal 2006 as compared to the same period in fiscal 2005.
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        Year-over-year, written business of Ethan Allen-owned stores increased 14.2% and comparable store written business increased 10.9%.
Over that same period, wholesale orders increased 9.2%. The increase in both retail and wholesale written sales during the six month period was
likely attributable to the positive effects of the continued re-positioning of our retail stores to larger and more prominent locations, recent
product introductions, and, to some degree, we continued use of national television as an advertising medium during the period.

        Gross profit increased during the six months ended December 31, 2005 to $266.4 million from $229.8 million in the prior year comparable
period. The $36.6 million, or 15.9%, increase in gross profit was primarily attributable to (i) an increase in total sales volume, some of which is a
result of our ongoing initiative to reduce the lead time associated with product delivery, (ii) a higher proportionate share of retail sales to total
sales (63% in the current period compared to 62% in the prior year period), (iii) improved margins resulting from better plant performance
within the Company�s domestic manufacturing operations and the continued off-shore sourcing of selected product lines, and (iv) a reduction in
costs associated with excess capacity at our manufacturing facilities. Consolidated gross margin increased to 50.5% during the six months ended
December 31, 2005 from 48.3% in the prior year comparable period as a result, primarily, of the factors identified previously.

        We recorded a pre-tax restructuring and impairment charge of $4.2 million in the first quarter of fiscal 2006 relating to our planned
conversion of one of our existing manufacturing facilities into a regional distribution center. The facility, currently involved in the production of
wood case goods furniture, is located in Dublin, Virginia. In connection with this initiative, we will permanently cease production at the Dublin
location and will consolidate the distribution operations of our existing Old Fort, North Carolina location into the new, larger facility. The
decision impacts approximately 325 employees, of which we expect approximately 75 to be employed in new positions. The costs incurred in
connection with the decision to cease production at the Dublin facility consisted, primarily, of employee severance and benefits and other plant
exit costs ($1.3 million), as well as fixed asset impairment charges ($2.9 million), primarily for machinery and equipment, associated with the
affected facilities. In addition, adjustments totaling $0.2 million were recorded during the first six months of fiscal 2005 to reverse certain
accruals previously established in connection with an earlier plant consolidation plan which were no longer required.

        In addition, on July 1, 2005, the Company adopted the recognition and measurement provisions of FAS 123(R), Share-Based Payment,
which replaces FAS No. 123, Accounting for Stock-Based Compensation, and supercedes Accounting Principles Board Opinion (�APB�) No. 25,
Accounting for Stock Issued to Employees, and related interpretations. FAS 123 (R) requires compensation costs related to share-based payment
transactions, including employee stock options, to be recognized in the financial statements. In adopting FAS 123(R), we applied the modified
prospective approach to transition which requires that the provisions of FAS 123 (R) be applied to new awards and to awards modified,
repurchased, or cancelled after the required effective date. Additionally, compensation cost for the portion of awards for which the requisite
service has not been rendered that are outstanding as of the required effective date shall be recognized as the requisite service is rendered on or
after the required effective date. The compensation cost for that portion of awards shall be based on the grant-date fair value of those awards as
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calculated for either recognition or pro-forma disclosures under FAS 123.

        As a result of the adoption of FAS 123 (R), operating expenses for the six month period ended December 31, 2005 include share-based
compensation expense totaling $1.4 million. For the prior year comparable period, during which time we applied the APB No. 25 intrinsic value
method of measuring compensation cost, the cost associated with share-based compensation arrangements totaled $0.3 million. As of December
31, 2005, there was $1.4 million of total unrecognized compensation cost related to nonvested share-based compensation arrangements. That
cost is expected to be recognized over a weighted average period of 1.9 years.
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        Including the restructuring and impairment charge of $4.2 million recorded in the first quarter of fiscal 2006, operating expenses increased
$31.6 million, or 19.5%, to $193.9 million, or 36.8% of net sales, in the current six month period from $162.3 million, or 34.1% of net sales, in
the prior year comparable period. This increase was primarily attributable to increased costs associated with the continued re-positioning of the
Company�s retail stores to larger and more prominent locations which has resulted in higher costs associated with managerial salaries and
benefits, advertising, occupancy, commissions, and delivery and warehousing. In addition, current period operating expenses were unfavorably
impacted by (i) an increase in advertising costs within the wholesale segment, largely as a result of the decision to utilize national television as
an advertising medium during the period, (ii) the aforementioned restructuring and impairment charge, (iii) increased distribution costs
attributable to higher fuel and freight charges, some of which stem from the improved sales volume noted during the period, and (iv)
compensation expense recorded in connection with stock options and other share-based awards as a result of the Company�s adoption of FAS 123
(R) on July 1, 2005.

        Including the restructuring and impairment charge of $4.2 million recorded in the first quarter of fiscal 2006, operating income for the six
months ended December 31, 2005 totaled $72.5 million, or 13.7% of net sales, compared to $67.5 million, or 14.2% of net sales, for the six
months ended December 31, 2004. This represents an increase of $5.0 million, and was attributable to the overall increase in gross profit referred
to previously, partially offset by higher operating expenses noted during the period.

        Including the restructuring and impairment charge of $4.2 million recorded in the first quarter of fiscal 2006, wholesale operating income
for the six months ended December 31, 2005 totaled $63.3 million, or 17.3% of net sales, as compared to $55.0 million, or 17.1% of net sales, in
the comparable prior year period. The increase of $8.3 million, or 15.1%, was primarily attributable to (i) the increase in wholesale sales volume,
(ii) improved margins resulting from better plant performance within the Company�s domestic manufacturing operations and the continued
off-shore sourcing of selected product lines, and (iii) a reduction in costs associated with excess capacity at the Company�s manufacturing
facilities. These increases were partially offset by (i) an increase in advertising costs as a result of the decision to utilize national television as an
advertising medium during the period, (ii) the aforementioned restructuring and impairment charge, (iii) increased distribution costs attributable
to higher fuel and freight charges, (iv) compensation expense recorded in connection with stock options and other share-based awards as a result
of the Company�s adoption of FAS 123 (R) on July 1, 2005, and (v) losses incurred in connection with the disposition of certain plant machinery
and equipment.

        Operating income for the retail segment increased $2.2 million to $11.1 million, or 3.3% of net retail sales, for the six month period ended
December 2005, as compared to $8.9 million, or 3.0% of net retail sales, for the prior year comparable period. The increase in retail operating
income generated by Ethan Allen-owned stores is primarily attributable to higher sales volume generated by comparable, and newly-opened
(including relocations) or acquired stores, partially offset by higher operating expenses related to the continued re-positioning of the Company�s
retail store network.

        Interest and other related financing costs for the current six month period increased $3.1 million to $3.4 million from $0.3 million in the
prior year comparable period. The increase was due, primarily, to interest expense incurred in connection with the Company�s issuance of senior
unsecured debt in September 2005.

        Income tax expense for the six months ended December 31, 2005 was $27.0 million as compared to $26.6 million for the six months ended
December 31, 2004. The Company�s effective tax rate for the current period was 38.4%, down from 38.8% in the prior year period. The slightly
lower effective tax rate was a result of the benefit associated with the manufacturers� deduction provided for under The Jobs Creation Act of
2004, partially offset by the adverse impact of (i) recently-enacted changes within certain
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state tax legislation, and (ii) increased state income tax liability arising in connection with the operation of a greater number of Company-owned
stores.

        The Company recorded net income of $43.3 million for the six months ended December 2005, as compared to $41.9 million in the prior
year comparable period. Net income per diluted share totaled $1.26 for the current year period and $1.14 per diluted share in the prior year
period.
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Fiscal 2005 compared to fiscal 2004

        Consolidated revenue for fiscal 2005 totaled $949.0 million, representing a decrease of $6.1 million, or 0.6%, from fiscal 2004 consolidated
revenue of $955.1 million. Net sales for the period reflect the delivery of product associated with a slight decline in total booked orders, and the
resultant lower level of backlog noted throughout most of the year. The modest decrease in net sales for the current year was due, primarily, to
(i) inconsistent consumer spending habits noted throughout much of the last twelve months likely attributable to ongoing economic uncertainty
caused by the threat of further interest rate increases, rising fuel prices and a decline in the stock markets and (ii) our current year transition to
everyday best pricing from periodic sale events conducted in the prior year. These factors were partially offset by the continued re-positioning of
our retail stores to larger and more prominent locations and the impact of recent product introductions. Overall, sales volume for the period was
impacted by increased industry competition and the continued use of highly-promotional pricing strategies by our competitors.

        Total wholesale revenue for fiscal 2005 decreased $10.6 million, or 1.6%, to $663.2 million from $673.8 million in the prior year. The
year-over-year decrease was attributable to a decline in the incoming order rate noted during the period, particularly within our case goods
operations, partially offset by increased throughput within our upholstery operations, and improved service position, resulting in shorter delivery
cycle times, within certain imported product lines.

        Total retail revenue from Ethan Allen-owned stores for fiscal 2005 increased $10.0 million, or 1.7%, to $586.2 million from $576.2 million
in the prior year. This increase in retail delivered sales by Ethan Allen-owned stores was attributable to an increase in sales generated by
newly-opened (including relocations) or acquired stores of $25.7 million, partially offset by decreases in comparable store delivered sales of
$1.2 million, or 0.2%, and closed stores, which generated $14.5 million fewer sales in fiscal 2005 as compared to fiscal 2004. The number of
Ethan Allen-owned stores decreased to 126 as of June 30, 2005 as compared to 127 as of June 30, 2004. During that twelve month period, we
acquired 6 stores from, and sold 4 stores to, independent retailers, closed 5 stores and opened 7 stores (5 of which were relocations).

        Comparable stores are those which have been operating for at least 15 months. Minimal net sales, derived from the delivery of customer
ordered product, are generated during the first three months of operations of newly-opened stores. Stores acquired from retailers are included in
comparable store sales in their 13th full month of Ethan Allen-owned operations.

        Total booked orders, which include wholesale orders and written business of Ethan Allen-owned retail stores, decreased 1.4% from the
prior year. Year-over-year, wholesale orders decreased 3.0% while Ethan Allen-owned store orders increased 2.9% and comparable store written
business increased 1.0%. The modest increase in retail written sales was likely attributable to the continued re-positioning of our retail stores to
larger and more prominent locations. During the year, we increased distribution of the �Furnishing Solutions by Ethan Allen� direct mail
magazine, distributing approximately 57 million copies which represented a 45% increase over historical annual levels. These positive factors
were likely offset,
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to some degree, by the current year transition to everyday best pricing from periodic sale events conducted in the prior year.

        Gross profit for fiscal 2005 totaled $461.0 million and was effectively unchanged from the prior year. Consolidated gross profit was
favorably impacted by a higher proportionate share of retail sales to total sales (62% in fiscal 2005 compared to 60% in fiscal 2004), an overall
increase in retail sales volume as a result of our continued re-positioning of our store network, and a reduction in costs associated with excess
capacity at our manufacturing facilities. These favorable variances were offset by gross profit declines resulting, primarily, from (i) an overall
decrease in wholesale shipments, (ii) ordinary inefficiencies within our case goods operations associated with the production of first cuts for new
collections, and (iii) price increases within selected raw material categories, namely lumber, foam, plywood and steel. Consolidated gross
margin increased to 48.6% for the year ended June 30, 2005 from 48.3% in the prior year as a result, primarily, of the factors identified
previously.

        Operating expenses decreased $2.5 million, or 0.7%, to $332.1 million, or 35.0% of net sales, in the current year from $334.6 million, or
35.0% of net sales, in the prior year, which included restructuring and impairment charges, net of $12.5 million. This decrease is primarily
attributable to (i) the aforementioned restructuring and impairment charge recorded in the fourth quarter of the prior year, (ii) cost savings
attributable to the closure of selected plant locations in recent periods, and (iii) a decrease in advertising costs within the wholesale segment
stemming from our decision to increase distribution of our direct mail magazine in lieu of more costly national television advertising. These
favorable variances were partially offset by costs associated with the continued re-positioning of our retail stores to larger and more prominent
locations, and increased distribution expenses attributable to higher fuel and freight charges. Our initiative to re-position our retail store network
has resulted in higher costs associated with managerial salaries and benefits, occupancy, credit card fees, advertising, and delivery and
warehousing.

        Operating income was $129.0 million, or 13.6% of net sales, for the year ended June 30, 2005, as compared to $126.4 million, or 13.2% of
net sales, for the year ended June 30, 2004, which included restructuring and impairment charges, net of $12.5 million. This represents an
increase of $2.6 million, or 2.0%, which is primarily attributable to lower operating expenses as referred to previously.
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        Total wholesale operating income for the year ended June 30, 2005 was $115.9 million, or 17.5% of wholesale net sales, as compared to
$108.0 million, or 16.0% of wholesale net sales, for the year ended June 30, 2004, which included restructuring and impairment charges, net of
$12.5 million. The increase of $7.9 million, or 7.3%, is primarily attributable to (i) the aforementioned restructuring and impairment charge
recorded in the fourth quarter of the prior year, (ii) a decrease in advertising costs, particularly as it relates to national television advertising,
(iii) a reduction in costs associated with excess capacity at our manufacturing facilities, and (iv) cost savings attributable to the closure of
selected plant locations in recent periods. These decreases were partially offset by (i) an overall decline in wholesale sales volume, (ii) price
increases within selected raw material categories, (iii) an increase in selling expenses primarily related to the increased distribution of our direct
mail magazine, and (iv) an increase in distribution expenses attributable to higher fuel and freight charges.

        Operating income for the retail segment increased $1.0 million, or 8.9%, to $12.7 million, or 2.2% of net retail sales, for fiscal 2005, as
compared to $11.7 million, or 2.0% of net retail sales, in fiscal 2004. The increase in retail operating income generated by Ethan Allen-owned
stores is primarily attributable to higher sales volume generated from newly-opened (including relocations) or acquired stores, and the gain
recorded upon the sale of selected retail stores. These increases were partially offset by higher operating expenses related to the continued
re-positioning of our retail store network, and, to a lesser extent, the sell-off of floor inventory necessary to make room for new product
introductions.
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        Interest and other miscellaneous income, net totaled $1.2 million in fiscal 2005 as compared to $3.3 million in fiscal 2004. The decrease
was due, primarily, to a decrease in interest income associated with the lower cash balances maintained during the period, and the favorable
settlement of an outstanding legal matter during the prior year period.

        Income tax expense for the year ended June 30, 2005 totaled $50.1 million as compared to $49.6 million for the year ended June 30, 2004.
Our effective tax rate was 38.7% in fiscal 2005, up from 38.4% in fiscal 2004. The higher effective tax rate is a result of recently-enacted
changes within certain state tax legislation, and increased state income tax liability arising in connection with the operation of a greater number
of company-owned stores, some of which are located in new jurisdictions.

        For fiscal 2005, we recorded net income of $79.3 million as compared to $79.5 million in fiscal 2004. Net income per diluted share totaled
$2.19 in the current year and $2.08 per diluted share in the prior year.

Fiscal 2004 compared to fiscal 2003

        Consolidated revenue for fiscal 2004 was $955.1 million, an increase of $47.8 million, or 5.3%, from fiscal 2003 consolidated revenue of
$907.3 million. Net sales for the period reflect the delivery of product associated with an increased level of booked orders and related backlog
noted throughout most of the year. Such order levels are reflective of (i) the continued expansion and strategic re-positioning of our retail
segment, and (ii) an increase in the incoming order rate resulting, primarily, from an increased level of consumer confidence and an improved
U.S. economy, both of which were sustained for much of the last twelve months, and from the success of recent product introductions, some of
which have been introduced in accordance with our everyday best value pricing strategy. These positive factors were partially offset, to some
degree, by softer business conditions during the last three months of the fiscal year likely attributable to consumer concerns with respect to rising
fuel prices, the threat of increasing interest rates, and the continued unsettled geo-political environment.

        Total wholesale revenue for fiscal 2004 was $673.8 million as compared to $661.0 million in fiscal 2003, representing a $12.8 million
increase. As stated previously, we experienced an increase in the incoming order rate as a result, primarily, of improved consumer spending
habits and a sustained strengthening of the U.S. economy throughout most of the fiscal year. To a lesser extent, wholesale sales volume was also
positively impacted by two additional shipping days in the current year as compared to the prior year. Partially offsetting these increases were
lower than anticipated shipments stemming from (i) longer lead times on selected case good items as a result of the re-allocation of production
associated with the closure of two plants announced in April 2004, and (ii) modest delays in receiving certain upholstery-related import
shipments (both finished goods and raw materials).

        Total retail revenue from Ethan Allen-owned stores for fiscal 2004 increased $49.8 million, or 9.5%, to $576.2 million from $526.4 million
in the prior year. This increase in retail delivered sales by Ethan Allen-owned stores was attributable to an increase in sales generated by
newly-opened (including relocations) or acquired stores of $46.8 million, and an increase in comparable store delivered sales of

$22.7 million, or 4.6%, partially offset by a decrease resulting from closed stores, which generated $19.7 million fewer sales in fiscal 2004 as
compared to fiscal 2003. The number of Ethan Allen-owned stores increased to 127 as of June 30, 2004 as compared to 119 as of June 30, 2003.
During that twelve-month period, we acquired 4 stores from an independent retailer, closed 1 store and opened 6 stores, 4 of which were
relocations. The company-owned store count at June 30, 2004 also reflects the net addition of 3 stores stemming from Ethan Allen�s acquisition
of the 25% minority interest in a joint venture previously established in 1998 between us and an independent retailer, the purpose of which was
to own and operate 4 stores in the Dallas market. Subsequent to our acquisition of the minority interest,
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the assets of 1 store were sold to the joint venture partner. While the operations of these stores have been reflected in our consolidated financial
statements since the inception of the joint venture as a result of our 75% majority ownership, the stores have not been previously included in our
store count due to the fact that the stores were independently managed.

        Total booked orders, which include wholesale orders and written business of Ethan Allen-owned retail stores, increased 4.4% from the prior
year. Year-over-year, wholesale orders increased 3.2% while Ethan Allen-owned store orders increased 7.7% and comparable store written
business increased 2.6%. These increases are indicative of the continued expansion and strategic re-positioning of our retail segment, an increase
in consumer confidence and a period of sustained economic improvement for most of the last twelve months.

        Gross profit for fiscal 2004 increased $11.7 million, or 2.6%, to $461.0 million from $449.3 million in fiscal 2003. The increase in gross
profit was primarily attributable to a higher proportionate share of retail sales to total sales (61% in fiscal 2004 compared to 59% in fiscal 2003),
and an overall increase in sales volume as a result of our servicing the increased level of backlog noted throughout much of the past year. These
favorable variances were partially offset by increased costs associated with unabsorbed overhead at our manufacturing facilities resulting,
primarily, from excess capacity, particularly during the third and fourth quarters of fiscal 2003, and, to a lesser extent, a modest decline in retail
gross profit as a result of the sell-off of floor inventory necessary to make room for new product introductions. Consolidated gross margin
decreased to 48.3% for the year ended June 30, 2004 from 49.5% in the prior year as a result, primarily, of the factors identified previously.

        We recorded pre-tax restructuring and impairment charges of $12.8 million and $13.4 million in the fourth quarter of fiscal 2004 and the
third quarter of fiscal 2003, respectively, relating to the consolidation of certain manufacturing facilities. The fiscal 2004 consolidation involved
the closure of two case good manufacturing facilities, which resulted in a headcount reduction totaling approximately 460 employees: 270
employees effective June 25, 2004, and 190 employees throughout the first quarter of fiscal 2005. The fiscal 2003 consolidation involved the
closure of three smaller manufacturing facilities, two of which were case good plants. Closure of these facilities resulted in a headcount
reduction totaling approximately 580 employees: 340 employees effective April 21, 2003, and 240 employees throughout the last quarter of
fiscal 2003 and the first quarter of fiscal 2004. The costs incurred in closing these facilities consisted, primarily, of employee severance and
benefits and other plant exit costs, as well as fixed asset impairment charges, primarily for real property and machinery and equipment
associated with the closed facilities. Adjustments totaling $0.2 million were recorded during fiscal 2004 to reverse certain accruals previously
established in connection with the fiscal 2003 consolidation plan which were no longer required.

        Including restructuring and impairment charges, net of $12.5 million and $13.1 million in fiscal 2004 and 2003, respectively, operating
expenses increased to $334.6 million, or 35.0% of net sales, for the year ended June 30, 2004 from $329.9 million, or 36.4% of net sales, for the
year ended June 30, 2003. This increase is primarily attributable to the continued growth of the retail segment and the higher proportionate share
of retail sales to total sales in fiscal 2004. Such expansion has resulted in higher costs associated with occupancy, designer salaries and
commissions, and delivery and warehousing. These increases were partially offset by a decline in selling expenses within the wholesale division
as a result of a continued company-wide focus on cost containment, particularly within national television advertising, as well as initiatives
undertaken in recent periods to streamline our U.S. manufacturing operations and increase production efficiencies.

        Including restructuring and impairment charges, net of $12.5 million and $13.1 million in fiscal 2004 and 2003, respectively, operating
income was $126.4 million, or 13.2% of net sales, for the year
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ended June 30, 2004 compared to $119.5 million, or 13.2% of net sales, for the year ended June 30, 2003. This represents an increase of
$6.9 million, or 5.8%, which is primarily attributable to an increase in gross profit during the period, and lower operating expenses within the
wholesale division, partially offset by increased costs related to continued expansion of the retail division.

        Including restructuring and impairment charges, net of $12.5 million and $13.1 million in fiscal 2004 and 2003, respectively, total
wholesale operating income was $108.0 million, or 16.0% of wholesale net sales, for the year ended June 30, 2004 compared to $109.3 million,
or 16.5% of wholesale net sales, for the year ended June 30, 2003. The decrease of $1.3 million, or 1.2%, is primarily attributable to increased
costs associated with unabsorbed overhead at our manufacturing facilities resulting, primarily, from excess capacity, particularly during the third
and fourth quarters of fiscal 2003, partially offset by decreased operating expenses within the division and increased wholesale sales volume.

        Operating income for the retail segment decreased $1.7 million, or 12.7%, to $11.7 million, or 2.0% of net retail sales, for fiscal 2004, as
compared to $13.4 million, or 2.5% of net retail sales, in the prior fiscal year. The decrease in retail operating income generated by Ethan
Allen-owned stores is primarily attributable to higher operating expenses related to the continued expansion of our retail store network, reduced
sales volume resulting from closed stores, and a modest decline in gross margin resulting from the sell-off of floor inventory necessary to make
room for new product introductions, partially offset by increased sales volume associated with newly-opened (including relocations) or acquired
stores and an increase in comparable store sales.
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        Interest and other miscellaneous income increased $2.1 million to $3.3 million in fiscal 2004 from $1.2 million in fiscal 2003. The increase
is due, primarily, to (i) higher gains recorded in the current year in connection with the sale of real estate, (ii) a favorable judgment in the case of
an outstanding legal matter, and (iii) increased interest income associated with higher cash balances during the period.

        Income tax expense totaled $49.6 million for the year ended June 30, 2004 as compared to $45.4 million for the year ended June 30, 2003.
Our effective tax rate was 38.5% for June 2004 as compared to 37.8% for June 2003. The higher effective tax rate is a result of recently-enacted
changes within certain state tax legislation, and increased state income tax liability arising in connection with the operation of a greater number
of company-owned stores, some of which are located in new jurisdictions.

        For fiscal 2004, we recorded net income of $79.5 million, an increase of 6.5%, as compared to $74.6 million in fiscal 2003. Earnings per
diluted share for fiscal year 2004 amounted to $2.08, an increase of $0.15 per diluted share, or 7.8%, from $1.93 per diluted share in the prior
year.

Financial condition and liquidity

        Our principal sources of liquidity include cash and cash equivalents, cash flow from operations, and borrowing capacity under a $200.0
million revolving credit facility. In addition to the $200.0 million revolving credit component, the credit facility includes an accordion feature
which provides for an additional $100.0 million of liquidity, if needed, as well as sub-facilities for trade and standby letters of credit of $100.0
million and swingline loans of $5.0 million.
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        On September 27, 2005, we completed a private offering of $200.0 million in ten-year senior unsecured notes due 2015 (the �Senior Notes�).
The Senior Notes were offered by Global and have an annual coupon rate of 5.375%. We intend to utilize the net proceeds of $198.4 million to
expand our retail network, invest in our manufacturing and logistics operations, and for other general corporate purposes.

        In connection with the issuance of the Senior Notes, Global, in July and August 2005, entered into 6 separate forward contracts to hedge the
risk-free interest rate associated with $108.0 million of the related debt in order to minimize the negative impact of interest rate fluctuations on
earnings, cash flows and equity. The forward contracts were entered into with a major banking institution thereby mitigating the risk of credit
loss. Upon issuance of the Senior Notes and settlement of the related forward contracts, losses totaling $0.9 million were incurred representing
the change in the fair value of the forward contracts since their respective trade dates. In accordance with FAS No. 133, Accounting for Certain
Derivative Instruments and Certain Hedging Activities, as amended, it was determined that a portion of the related losses was the result of hedge
ineffectiveness and, as such, $0.1 million of the losses was included, within interest and other related financing costs, in the Consolidated
Statement of Operations for the three month period ended September 30, 2005. The balance of the losses, $0.8 million, has, as of December 31,
2005, been included (on a net-of-tax basis) in the Consolidated Balance Sheet within accumulated other comprehensive income and will be
amortized to interest expense over the life of the Senior Notes.

        As of December 31, 2005 we maintained cash and short-term investments totaling $175.0 million and outstanding debt and capital lease
obligations totaling $202.9 million. The current and long-term portions of our outstanding debt and capital lease obligations totaled $0.2 million
and $202.7 million, respectively, at that date. We had no revolving loans outstanding under the credit facility as of December 31, 2005, and
standby letters of credit outstanding under the facility at that date totaled $16.1 million. Remaining available borrowing capacity under the
facility was $183.9 million at December 31, 2005.

        Net cash provided by operating activities totaled $66.1 million for the first six months of fiscal 2006 as compared to $66.8 million for the
first six months of fiscal 2005. The period-over-period decrease of $0.7 million was principally the result of changes in (i) inventories ($18.5
million effect) which, net of acquired inventory, increased $4.4 million in the current period as compared to a decline of $14.1 million in the
prior year period, (ii) accrued expenses ($5.8 million effect) as a result of normal business activity, (iii) deferred income taxes ($5.0 million
effect), and (iv) customer deposits ($2.7 million effect) reflecting the period-to-period change in the level of written and delivered sales. These
unfavorable variances were partially offset by favorable variances related to (i) changes in accounts payable ($16.0 million effect) due,
primarily, to increased payables associated with income taxes, advertising-related expenditures, imported products, and other items arising in the
ordinary course of business, (ii) changes in prepaid and other current assets ($4.7 million effect), (iii) restructuring and impairment charges ($4.4
million effect), (iv) changes in the gain/loss on disposal of certain property, plant and equipment ($3.0 million effect), (v) an increase in net
income ($1.4 million effect), and (vi) compensation expense related to stock option grants and restricted stock awards ($1.2 million effect) as a
result of our adoption of FAS 123 (R) on July 1, 2005.

        The increase in inventory levels from June 2005 was the result, primarily, of an increase in in-transit imported product and, within the retail
segment, the higher volume of wholesale shipments occurring during the period. In addition, upholstery raw material inventories increased as a
result of (i) anticipated future production needs, and (ii) recent price increases, most notably for foam. These increases were partially offset by
an increase in delivered sales and better Company-wide management of inventories.
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        Net cash used in investing activities totaled $21.3 million for the first six months of fiscal 2006 compared to $15.6 million in the prior year
period. The period-over-period increase of $5.7 million was due, primarily, to (i) an increase in cash utilized for
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capital expenditures, exclusive of acquisitions, of $5.7 million, (ii) a decrease in proceeds from the disposal of certain property, plant and
equipment of $2.5 million, (iii) a decrease in proceeds from the sale of retail stores of $2.0 million, (iv) an increase in cash utilized to fund
acquisition activity of $0.9 million, and (v) cash payments on hedging contracts of $0.9 million. These factors were partially offset by a $6.0
million net decrease in cash utilized to fund short-term investment activity. The current level of capital spending is principally attributable to (i)
new store development and renovation, (ii) Company-wide technology initiatives, and (iii) improvements within our remaining manufacturing
facilities. We anticipate that cash from operations will be sufficient to fund future capital expenditures.

        Net cash provided by financing activities totaled $126.4 million for the six months ended December 2005 as compared to cash used of
$51.9 million in the prior year period. The period-over-period increase of $178.3 million was the result, primarily, of (i) the receipt of the net
proceeds ($198.4 million) associated with the issuance of the Senior Notes during the current period, and (ii) the use of $4.6 million in the prior
year period for the repayment of debt. These favorable variances were partially offset by unfavorable variances related to (i) an increase in
payments related to the acquisition of treasury stock ($12.0 million), (ii) net borrowing activity on our revolving credit facility ($8.0 million),
(iii) an increase in cash utilized in the payment of deferred financing costs ($2.1 million), and (iv) an increase in cash utilized in the payment of
dividends ($2.2 million).

        On November 15, 2005, we declared a dividend of $0.18 per common share, payable on January 25, 2006 to shareholders of record as of
January 10, 2006. Additionally, on January 24, 2006, we declared a dividend of $0.18 per common share, payable on April 25, 2006 to
shareholders of record as of April 10, 2006. We expect to continue to declare quarterly dividends for the foreseeable future.

        In addition to using available cash to fund changes in working capital, necessary capital expenditures, acquisition activity, the repayment of
debt, and the payment of dividends, we have been authorized by its Board of Directors to repurchase its common stock, from time to time, either
directly or through agents, in the open market at prices and on terms satisfactory to us. All of our common stock repurchases and retirements are
recorded as treasury stock and result in a reduction of shareholders� equity.

        During the six months ended December 31, 2005 and 2004, we repurchased and/or retired the following shares of our common stock:

Six Months Ended
December 31,

2005 2004(1)

Common shares repurchased 1,606,900 1,101,500
Cost to repurchase common shares $ 51,136,909 $ 38,356,567
Average price per share $ 31.82 $ 34.82

    (1) The cost to repurchase shares during the first six months of fiscal year 2005 excludes $745,735 in treasury stock
purchases with a June 2004 trade date and a July 2004 settlement date.

        For each of the periods presented above, we funded our purchases of treasury stock with existing cash on hand and cash generated through
current period operations. On November 15, 2005, the Board of Directors increased the share purchase authorization to 2.5 million shares. As of
December 31, 2005, the full Board authorization of 2.5 million shares remained.

        As of December 31, 2005, aggregate scheduled maturities of long-term debt, including capital lease obligations, for each of the next five
fiscal years are: $0.2 million in fiscal 2006; and less than $0.1 million in each of fiscal 2007, fiscal 2008, fiscal 2009, and fiscal 2010. The
balance of our long-term debt and capital lease obligations ($202.5 million) matures in fiscal years 2011 and thereafter. We believe that our cash
flow from operations, together with our other available sources of liquidity, will be adequate to make all required payments of principal and
interest on our debt, to permit anticipated capital expenditures and to fund working capital and other cash
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requirements. As of December 31, 2005, we had working capital of $291.4 million and a current ratio of 3.03 to 1.

50

Edgar Filing: ETHAN ALLEN INTERIORS INC - Form S-4/A

Financial condition and liquidity 38



        Further discussion of our contractual obligations associated with outstanding debt and lease arrangements can be found in Notes 7 and 8,
respectively, to the consolidated financial statements included under Item 8 of the Annual Report incorporated by reference in this prospectus.

Off-balance sheet arrangements and other commitments, contingencies and contractual obligations

        Except as indicated below, we do not utilize or employ any off-balance sheet arrangements, including special-purpose entities, in operating
our business. As such, we do not maintain any (i) retained or contingent interests, (ii) derivative instruments (other than as specified below), or
(iii) variable interests
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that could serve as a source of potential risk to our future liquidity, capital resources and results of operations.

        In connection with the issuance of the Initial Notes, we entered into six separate forward contracts to hedge the risk-free interest rate
associated with $108.0 million of the related debt in order to minimize the negative impact of interest rate fluctuations on our earnings, cash
flows and equity. The forward contracts were entered into with a major banking institution, thereby minimizing the risk of credit loss. Upon
issuance of the Senior Notes in September 2005, the related forward contracts were settled. At the present time, we have no current plans to
engage in further hedging activities.

        We, or our consolidated subsidiaries, may, from time to time in the ordinary course of business, provide guarantees on behalf of selected
affiliated entities or become contractually obligated to perform in accordance with the terms and conditions of certain business agreements. The
nature and extent of these guarantees and obligations may vary based on the underlying relationship of the benefiting party to us and the
business purpose for which the guarantee or obligation is being provided. Details of those arrangements for which we, or any of our consolidated
subsidiaries, act as guarantor or obligor are provided below.

Retailer-related guarantees

        Ethan Allen Inc. (now known as, Ethan Allen Retail, Inc.) has obligated itself, on behalf of one of its independent retailers, with respect to a
$1.5 million credit facility (the �retailer line of credit �) comprised of a $1.1 million revolving line of credit and a $0.4 million term loan. This
obligation requires us, in the event of the retailer�s default under the retailer credit facility, to repurchase the retailer�s inventory, applying such
purchase price to the retailer�s outstanding indebtedness under the retailer credit facility. Our obligation remains in effect for the life of the term
loan which expires in April 2008. The maximum potential amount of future payments (undiscounted) that we could be required to make under
this obligation is limited to the amount outstanding under the retailer credit facility at the time of default (subject to pre-determined lending
limits based on the value of the underlying inventory) and, as such, is not an estimate of future cash flows. No specific recourse or collateral
provisions exist that would enable recovery of any portion of amounts paid under this obligation, except to the extent that we maintain the right
to take title to the repurchased inventory. Management anticipates that the repurchased inventory could subsequently be sold through our retail
store network. As of December 31, 2005, the amount outstanding under the retailer credit facility totaled approximately $1.0 million, of which
$0.9 million was outstanding under the revolving credit line. Management expects that, based on the underlying creditworthiness of the
respective retailer, this obligation will expire without requiring funding by us. However, in accordance with the provisions of FASB
Interpretation No. 45, Guarantor�s Accounting and Disclosure Requirements for Guarantees, Including Indirect Guarantees of Indebtedness of
Others, a liability has been established to reflect our non-contingent obligation under this arrangement as a result of modifications made to the
retailer credit facility subsequent to January 1, 2003. As of December 31, 2005, the carrying amount of such liability is less than $50,000.

Indemnification agreement

        In connection with our joint venture arrangement with United Kingdom-based MFI Furniture Group Plc, Ethan Allen Inc. (now known as,
Ethan Allen Retail, Inc.) has entered into a tax cross-indemnification agreement with the joint venture partner. The indemnification agreement
stipulates that both parties agree to pay 50% of the amount of any tax liability arising as a result of (i) an adverse tax judgment or (ii) the
imposition of additional taxes against either partner, and attributable to the operations of the joint venture. The indemnification agreement is
effective until such time that the joint venture is
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terminated. In December 2005, both parties mutually agreed to terminate the joint venture. It is anticipated that such termination will be
completed by June 30, 2006.

        The maximum potential amount of future payments (undiscounted) that we could be required to make under this indemnification agreement
is indeterminable as no such tax liability currently exists. Further, the nature, extent and magnitude of any such tax liability arising in the future
as a result of an adverse tax judgment or change in applicable tax law cannot be estimated with any reasonable certainty. It should be further
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noted that no recourse or collateral provisions exist that would enable recovery of any portion of amounts paid under this indemnification
agreement. Management expects, based on its current understanding of the applicable tax laws and the existing legal structure of the joint
venture, subject to future changes in applicable laws and regulations, this cross-indemnity agreement will expire without requiring funding by
us. Accordingly, as of December 31, 2005, the carrying amount of the liability related to this indemnification agreement is zero.

Product warranties

        Our products, including our case goods, upholstery and home accents, generally carry explicit product warranties that extend from three to
five years and are provided based on terms that are generally accepted in the industry. All of our domestic independent retailers are required to
enter into, and perform in accordance with the terms and conditions of, a warranty service agreement. We record provisions for estimated
warranty and other related costs at time of sale based on historical warranty loss experience and make periodic adjustments to those provisions to
reflect actual experience. On rare occasion, certain warranty and other related claims involve matters of dispute that ultimately are resolved by
negotiation, arbitration or litigation. In certain cases, a material warranty issue may arise that is beyond the scope of our historical experience.
We provide for such warranty issues as they become known and are deemed to be both probable and estimable. It is reasonably possible that,
from time to time, additional warranty and other related claims could arise from disputes or other matters beyond the scope of our historical
experience. As of December 31, 2005, our recorded product warranty liability totaled $1.4 million.

Impact of inflation

        We do not believe that inflation has had a material impact on our profitability during the last three fiscal years. In the past, we generally
have been able to increase prices or seek lower cost alternatives in order to offset increases in operating costs and effectively manage our
working capital.

Business outlook

         After experiencing inconsistent business activity for much of the past year, we have, in recent months, noted some encouraging signs with
respect to the incoming order rate. While our management cannot reasonably predict whether a recent improvement in order trends will prove to
be sustainable, we believe that we are well-positioned for the next phase of economic growth as a result of (i) our established brand, (ii) our
comprehensive complement of home decorating solutions, and (iii) our vertically-integrated business model.

         As macro-economic factors change, however, it is also possible that our costs associated with production (including raw materials and
labor), distribution (including freight and fuel charges), and retail operations (including compensation, delivery and warehousing, occupancy and
advertising expenses) may increase. Our management cannot reasonably predict when, or to what extent, such events may occur or what effect,
if any, such events may have on our consolidated financial condition or results of operations.

         Several industry participants have recently expressed concern with respect to potential shortages of petroleum-based raw materials
(specifically foam and fiber), and/or significant price increases associated with such raw materials, as a result of hurricane activity noted
throughout the Gulf region during the months of August and September. At this time, while we have experienced notable increases in foam
prices, we have not encountered any significant difficulties in procuring the necessary raw materials used in our manufacturing activities.

         The industry remains extremely competitive with domestic manufacturers facing continued pricing pressure as a result of the
manufacturing capabilities developed during recent years in other countries, specifically within Asia. In response to these pressures, a large
number of U. S. furniture manufacturers and retailers, including Ethan Allen, have increased their overseas sourcing activities in an attempt to
maintain a competitive advantage and retain market share. At the present time, we domestically manufacture and/or assemble approximately
65-70% of our products. Our management continues to believe that a balanced approach to product sourcing, which includes the domestic
manufacture of certain product offerings coupled with the import of other selected products, provides the greatest degree of flexibility and is the
most effective approach to ensuring that acceptable levels of quality, service and value are attained.

53

        See �Business� for a further discussion of the specific issues facing the home furnishings industry.

Recent accounting pronouncements

        In November 2005, the FASB issued FASB Staff Position No. FAS 123(R)-3, Transition Election Related to Accounting for the Tax Effects
of Share-Based Award Payments (�FSP 123(R)-3�). The provisions of FSP 123(R)-3 set forth an alternative method of calculating the excess tax
benefits available to absorb tax deficiencies recognized subsequent to the adoption of FAS No. 123(R). The Company, which is currently
evaluating its available transition alternatives, has until November 2006 to make its one-time election.
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Business

Mission statement

        Our primary business objective is to be a leader in style, providing our customers with a convenient, full-service, one-stop shopping
alternative for their home decorating needs. In order to meet our stated objective, we have developed, and adhere to, a focused and
comprehensive business strategy. The elements of this strategy, each of which represent specific home decorating solutions, include (i) our
vertically-integrated operating structure, (ii) our products and related marketing initiatives, (iii) our retail store network, (iv) our people and
(v) our numerous customer service offerings.

Operating segments

        Our operating segments represent strategic business areas which, although they operate separately, both offer our complete line of home
furnishings through their own distinctive services. Our operations are classified into two such segments: wholesale and retail. See Note 16 to the
consolidated financial statements included under Item 8 of our Annual Report incorporated by reference in this prospectus for certain financial
information regarding our operating segments.

        The wholesale segment is principally involved in the development of the Ethan Allen brand, which encompasses the design, manufacture,
domestic and off-shore sourcing, sale and distribution of a full range of home furnishings to a network of independently-owned and
company-owned stores as well as related marketing and brand awareness efforts. Wholesale profitability includes the wholesale gross margin,
which is earned on wholesale sales to all retail stores, including company-owned stores.

        The retail segment sells home furnishings to consumers through a network of company-owned stores. Retail profitability includes the retail
gross margin, which represents the difference between retail sales price and the cost of goods purchased from the wholesale segment.

        While the manner in which our home furnishings are marketed and sold is consistent, the nature of the underlying recorded sales (i.e.,
wholesale versus retail) and the specific services that each operating segment provides (i.e., wholesale manufacture and distribution versus retail
sales) are different. Within the wholesale segment, we maintain revenue information according to each respective product line (i.e., case goods,
upholstery, or home accessories and other). Sales of case good items include, but are not limited to, beds, dressers, armoires, night tables, dining
room chairs and tables, buffets, sideboards, coffee tables, entertainment units, bathroom vanities and home office furniture. Sales of upholstery
home furnishing items include sleepers, recliners, chairs, sofas, loveseats, cut fabrics and leather. Skilled craftsmen cut, sew and upholster
custom-designed upholstery items which are available in a variety of frame and fabric options. Home accessory and other items include window
treatments, wall décor, lighting, clocks, wood accents, bedspreads, decorative accessories, area rugs, bedding, and home and garden furnishings.

        Revenue information by product line is not readily available within the retail segment as it is not practicable. However, because wholesale
production and sales are matched, for the most part, to incoming orders, we believe that the allocation of retail sales would be similar to that of
the wholesale segment.

        We evaluate performance of the respective segments based upon revenues and operating income. Inter-segment eliminations result,
primarily, from the wholesale sale of inventory to the retail segment, including the related profit margin. Inter-segment eliminations also include
items not allocated to reportable segments.
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The wholesale segment:

        For fiscal years 2005, 2004 and 2003, the wholesale segment recorded net sales of $663.2 million, $673.8 million and $661.0 million,
respectively. A breakdown of wholesale sales by product line for each of the last three fiscal years is provided below:

Fiscal Year Ended June 30,
2005 2004 2003
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Fiscal Year Ended June 30,

Case Goods 49% 52% 53%
Upholstered Products 36 34 33
Home Accessories and Other 15 14 14

100% 100% 100%

        We have 11 manufacturing facilities which consist of 5 case good plants (2 of which include separate sawmill operations), 5 upholstery
plants and one home accent plant, all located in the United States. We also source selected case good, upholstery, and home accessory items
from third-party vendors located both abroad and domestically. See Note (1) to �Selected Financial Data� for a discussion of certain plant closures
and consolidations. In addition, on September 7, 2005, we announced a plan to convert one of our existing manufacturing facilities into a
regional distribution center.

Product sourcing activities

        We are one of the largest manufacturers of home furnishings in the United States, currently manufacturing and/or assembling
approximately 65% to 70% of our products within our 11 manufacturing facilities. The balance of our production is outsourced through
third-party vendors, most of which are located abroad. Our case good facilities are located close to s
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