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Financial Highlights

Profit from Continuing Oper ations after tax $46.8 million, up 108%

Net Tangible Assets per share after tax, 126.6 cents, up from 112.9 cents
Final dividend per shareincreased to 4.5 centsper share

Full year dividend of 8.5 cents per share

Dividend Reinvestment Plan continued at a discount of 2.5%

Shar e Pur chase Plan which allows €ligible shareholder sto purchase up to
$5,000 of shares at a discount.

Overview of Operations and Results

On behalf of the Board, | take pleasure in presenting the company’ s results for the
year which ended on 30" June 2007.

The value of your investments, measured by the net tangible asset backing per share
after provision for all taxesincreased from 112.9 cents per share to 126.6 cents per
share over the period and total dividends of 8 cents per share fully franked were paid
to shareholders. Retained profits per share stand at 28.4 cents before the payment of
the final dividend for the year ending on 30" June 2007 and the balance in the
franking account stands at 5.5 cents per share, enough to fully frank 12.8 cents of
future dividends, including the final dividend for this period.

Under the Australian equivalents to the International Financial Reporting Standards
(AIFRS), retained earnings are no longer enough to insure that a company can pay
dividends in future years. Any unrealized |osses from adverse market movements
now impact directly on retained earnings and can affect a company’s ability to pay
dividends. The current levels of retained earnings per share, together with the
conservative approach adopted towards investments through our focus on absolute
returns provides the Company with a buffer against greater uncertainty in capital
markets.

The Board sought to clarify its policy towards dividends in conjunction with the
announcement of the final dividend for the year ending 30" June 2006 as an intention
to pay out the maximum dividend consistent with its view of sustainability over the
medium to longer term. The increase in retained earnings per share, coupled with an
increased share price over the past year an opportunity and a need to increase the
dividend to maintain theyield. Thefinal dividend has been increased to 4.5 cents per
share, which provides adividend yield of around 7% fully franked. When franking
credits are taken into account, eligible share holders are receiving an annual
equivalent fixed interest yield of over 10%.



New Issues and Buybacks

During the year, 3,538,094 shares were issued under the Company’s Dividend
Reinvestment Plan and a further 8,383,812 shares as placements under the Company’s
Share Purchase Plan. The Share Purchase Plan allows existing investors to purchase
up to $5,000 in additional sharesin any one year.

Shares purchased under both the Dividend Reinvestment Plan and the Share Purchase
Plan were issued at a discount of 2.5% to the weighted average market price in the
five days comprising the reference period for each plan.

The Dividend Reinvestment Plan remains in operation for the final dividend for the
year ending 30" June 2007 and a further offer to invest up to $2,500 under the Share
Purchase Plan has been made subsequent to the balance date.

No shares were repurchased through buy backs during the year.
Renegotiation of M anagement Agreements

The Initial Public Offering of Premium Investors provided for Treasury Group
Investment Services Limited (T1S) to manage the investment portfolio as well asthe
day to day operations of the business, subject to oversight by the Board. A contract
between Premium Investors and TIS with aterm of 25 years was entered into prior to
the listing of the company on the ASX. During the past financial year, the Board has
been in discussions with TIS regarding the renegotiation of the agreement to provide
the Board with greater flexibility in the way the company is managed.

The Company and TIS entered into two new agreements, dated 6™ August 2007 to
replace the origina Management Agreement, with the first agreement covering the
provision of investment management services and the second agreement covering the
provision of management services.

The restated Investment Management Agreement maintains the focus on absolute
returns which underpins the Company’ s dividend policy. Preservation of capital
through market downturns makes an important contribution to the Company’s ability
to maintain dividend payments at the target level. However the performance
benchmark has been revised to 7% of net tangible assets per annum after fees and
taxesto more closely align the desired level of performance with the dividend policy.
The investment management fees have also been renegotiated with TIS to provide a
greater emphasis on achieving the investment targets set by the performance hurdles.
Base management fees have been reduced from 1% per annum of average funds under
management to 0.9% per annum of average funds under management. Performance
feesremain at 10% of out performance of the new benchmark for T1S and 10% for
each of its underlying investment managers. A cap on investment performance fees
has been maintained under the new arrangements, with both T1S and its underlying
investment managers being able to earn adightly higher level of performance fees.
The maximum fees payable under the new arrangements is the same as that under the
previous arrangements.



The termination fees payable to TIS have also been reviewed. In the event that the
Company iswound up or the Amended I nvestment Management Agreement is
terminated by Premium, TIS is entitled to be paid one year of base fees. No
termination fees would be payable if TIS terminates or is unable to perform the
agreement.

Under the original contract between T1S and Premium Investors, TIS was responsible
for providing all day to day management services to Premium as well as the services
of aManaging Director and a Company Secretary for a period of 25 years. The
renegotiated agreements split the provision of investment management services and
administrative services into two distinct agreements. Whilst the 25 year termis
retained for investment services, the management services agreement has no specified
term and may be cancelled by either party at short notice.

The Management Services Agreement provides Premium Investors with the
opportunity to source specific and defined services from TIS at negotiated rates and
subject to agreed services standards or alternatively source the services elsewhere.
The Board believes that the new approach to acquiring management services provide
aclearer oversight in managing the company and provide the Board with greater
flexibility in the selection of appropriate services for the operation of the Company.

The Board has decided that the Company no longer needs the services of afull time
Managing Director. Up until 6™ August 2007, TIS provided the services of John
Elfverson as Managing Director. John stood down as Managing Director from that
date but continues to serve as a Director of Premium and has assumed the role of
Company Secretary, also from that date. John replaces Ms Leah Watson as Company
Secretary and | take this opportunity to thank Leah for the excellent service she has
provided to the Company.

Premium Investors has been fortunate in experiencing buoyant investment markets
sinceit listed on the ASX in November 2007. With a prudent approach to investment
management, the Company has built a strong position of retained profits as a buffer
against the uncertainty of future markets. The Company also believes that
diversification between markets, sectors and investment styles provides additional
protection against adverse market conditions.

TIS has continued the process of internationalizing the portfolio and the balance
between Australian and International equitiesis now roughly 50:50. The “buy write”
mandate i ssued to Armytage private Limited was terminated from 30™ June 2007
and the funds used to increase the mandate for investment in Australian and
international infrastructure securities through RARE Infrastructure.

The Board looks forward to the challenges of the coming year.

Don Sharp
Chairman
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PREMIUM INVESTORS LIMITED
ABN 47 106 259 885

DIRECTORS' REPORT

The Directors present their report together with the financial report of Premium Investors Limited, for the year ended 30
June 2007 and independent audit report thereon. This financial report has been prepared in accordance with Australian
equivalents of International Financial Reporting Standards. Compliance with AIFRS ensures compliance with
International Financial Reporting Standards (IFRS).

Information on Directors and Company Secretary

The names and details of the Directors in office at any time during the financial year and until the date of this report are
as follows. Directors were in office for this entire period unless otherwise stated.

Names, qualifications and special responsibilities

Mr John Elfverson (Managing Director to 6 August 2007, Director and Company Secretary from 6 August 2007) B.
Eng

John Elfverson has extensive experience in listed and unlisted investments, including equity and debt markets and
derivatives. Mr Elfverson was previously in a range of management roles for the Australian Stock Exchange including
the management of the ASX/Standard and Poors index relationship, qualitative and technical support to ASX
operations and information product development and enhancement. Prior to joining the ASX in 2001 John was
Manager of Research at Assirt Pty Limited.

Mr Don Sharp (Chairman) B.Bus (Acc), CPA, CFP, ICD

Don Sharp comes to Premium following a successful career in the financial services industry which encompassed
stock broking, financial planning, funds management and accounting. As a co-founder of one of Australia’s leading
financial planning groups, Bridges Personal Investment Services, Don Sharp was instrumental in Bridges advising its
clients on investments in listed investment companies and property trusts.

Mr Sharp was also a director of Treasury Group Limited, Investors Mutual Limited and Global Value Investors
Limited.

Mr Kenneth Stout (Non-Executive Director) Aust Chartered Accountant, Dipl Bus (Accounting), Graduate Dipl of
Bus (Accounting), Chartered Secretary

Mr Stout has over 25 years commercial experience, 13 years as a partner of Ernst and Young Corporate Services where
he specialised in corporate recovery, advisory and litigation support. Mr Stout has extensive experience in the conduct
of prudential financial risk reviews of numerous businesses, in particular for lead syndicate financiers and funding
underwriters. He conducted lending risk review programs for various main stream lenders, concentrating on lending
risks in new or non-traditional areas. Mr Stout currently provides specialist financial and corporate advisory services to
small and medium businesses.

Mr Stout is an Associate of the Institute of Chartered Accountants in Australia, an Associate of the Chartered Institute
of Company Secretaries in Australia, an Associate Member of the Insolvency Practitioners Association of Australia and
an Associate and Graded Arbitrator of the Institute of Arbitrators and Mediators Australia. Mr Stout is also the
honorary treasurer of the Institute of Arbitrators and Mediators Australia.

Mr Stout is a member of the Audit Committee.

Mr Tom Collins (Non Executive Director) Diploma of Financial Planning, Diploma of Business (Real Estate
Management)

Mr Collins has had 40 years experience in the financial services sector, specialising in the financial planning industry,
where he has been widely recognised in industry publications as a commentator, innovator and person of influence.

He is the principal of the Tom Collins Consultancy, a business he founded in 1998 to provide strategic assessments and
distribution expertise to the financial services industry.

Mr Collins is a director of FSP Super Pty Limited, which is the trustee for the FSP Superannuation Fund and is
Chairman of its Audit and Compliance Committee and a member of its Investment Committee. He is also a director of
The Private Collection Australia Limited which provides third party distribution for boutique fund managers, Chairman
of Money Matters Corporation Limited and the Selectus Group of salary packaging companies.

Prior to the commencement of his consultancy, Mr Collins had a long and varied career in the financial services
industry. In his time he has been an investment adviser, state manager for a fund manager, the founder of a financial
planning company and an executive director of one of the major financial planning groups.
Mr Collins is a member of the Audit Committee.

-1-



PREMIUM INVESTORS LIMITED
ABN 47 106 259 885

DIRECTORS' REPORT (Continued)

Mrs Leah Watson (Company Secretary appointed 21 February 2006, resigned 6™ August 2007)

Mrs Watson has nine years commercial and professional experience, and prior to joining Treasury Group, worked with
the Middle Market Advisory services of KPMG, and Corporate Services at Hall Chadwick Chartered Accountants &
Business Advisors. Mrs Watson is also a member of the Chartered Secretaries Australia.

Interests in the shares and options of the Company
As at the date of this report, the interests of the Directors in the shares of Premium Investors Limited were:

Ordinary shares
fully paid
Number
John Elfverson 10,000
Don Sharp 344,803
Kenneth Stout 7,675
Tom Collins -
Earnings Per Share Cents
Basic earnings per share 22.97
Diluted earnings per share 22.97
Dividends Cents $
Final dividends recommended:
e  On ordinary shares fully franked 4.5 9,553,364
Final dividends for 2006 shown as recommended in the 2006 report:
e  On ordinary shares fully franked 4.0 8,015,181

Dividends paid in the financial period:
Interim for the financial period
e  On ordinary shares fully franked 4.0 8,273,130

Corporate Information

Corporate structure
Premium Investors Limited is a company limited by shares that is incorporated and domiciled in Australia.

Nature of operations and principal activities

Premium Investors Limited is an investment company that operates on the principle of pooled investment and
specialises in the management of Australian and international marketable securities. There has been no significant
change in the nature of the activities during the year ended 30 June 2007.

Business strategies and prospects for future financial years

Premium Investors Limited invests primarily in listed securities and its earnings in future financial years, as reported
under Australian equivalents to International Financial Reporting Standards, will be influenced by the investment
performance of those markets. The Investment Managers acting on behalf of Premium Investors Limited adopt an
absolute return focus which provides them with the scope to hold significant levels of cash when they perceive markets
as overvalued and the portfolio is further protected against the downside by a broad geographic and sectoral spread of
investments.



PREMIUM INVESTORS LIMITED
ABN 47 106 259 885

DIRECTORS' REPORT (Continued)
Employees
The Company procures services under a management agreement as disclosed in Note 16 to the financial statements and
as such had no direct employees during the financial year ending 30th June 2007. Pursuant to the renegotiation of the
management agreement which took effect from 6th August 2007, The company now employs the Company Secretary
directly and procures other services under the revised management agreement.

Operating Results for the Year Ended 30 June 2007
The profit of the Company for the year after providing for income tax amounted to $46.0m (2006 $22.2m).

Review of Operations
The Dividend Reinvestment Plan which commenced with the interim dividend for the year ending June 2005 was
continued for the final dividend for the year ending June 2006 and the interim dividend for the year ending June 2007.
Under this plan, shareholders were able to purchase shares in Premium Investors at a discount of 2.5% to the volume
weighted average market price over the period of 5 Business Days commencing on the date the shares first traded on an
ex cash dividend basis.

The company introduced a Share Purchase Plan to coincide with the final dividend for the year ending June 2006. The
plan allowed shareholders to invest up to $2,500 in additional shares in Premium Investors at a discount of 2.5% to the
volume weighted average market price over the period of 5 Business Days leading up to the final date of the plan. The
Share Purchase Plan was again offered to shareholders on similar terms to coincide with the interim dividend for the
year ending June 2007.

The on market share buy back scheme commenced on 25th May 2005 expired on 25" May 2006 and a new scheme was
not introduced.

Significant Changes in the State of Affairs
In the opinion of the Directors there were no significant changes in the state of affairs of the Company that occurred
during the financial period under review.

Significant Events After the Balance Date

Dividend

On 29 August 2007, the Directors of Premium Investors Limited declared a final dividend on ordinary shares in respect
of the June 2007 year. The total amount of the dividend is $9,553,564, which represents a fully franked dividend of 4.5
cents per share. The dividend has not been provided for in the 30 June 2007 financial statements and will be recognised
in subsequent financial reports.

Managing Director
The Board has decided that the Company no longer requires the services of a full time Managing Director. The current

Managing Director, John Elfverson, whose services are provided under contract from Treasury Group Investment
Services Limited (‘TIS’), steps down from that role, effective from 6 August 2007. John will continue to serve as a
Director of Premium and also took on the role of Company Secretary following Leah Watson’s resignation.

Revised Investment Management Agreement
On 6th August 2007 Premium Investors Limited and TIS executed an Amended Investment Management Agreement

and a Management Services Agreement which replaces the existing Investing Management Agreement between
Premium and TIS.

The revised Investment Management Agreement maintains the absolute return focus of the investment portfolio, with a
revised investment benchmark of 7% after fees and income taxes. This replaced the existing cash plus 2% benchmark
used in the original agreement.

All fee arrangements have also been re-negotiated. Base management fees for investment management have been
reduced from 1% per annum, based on monthly assets to 0.9% per annum based on monthly assets.

Performance fees remain at 10% of outperformance of the new benchmark for TIS and 10% for each of its underlying
investment managers. Performance fees payable by Premium are currently capped at an amount equal to the base
management fees. Under the revised arrangements, performance fees will be capped at 11/9ths of the base management
fees to reflect the reduction in base management fees.



PREMIUM INVESTORS LIMITED
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DIRECTORS' REPORT (Continued)

Likely Developments and Expected Results

In the opinion of the Directors, disclosure of information regarding likely developments in the operations of the
Company and the expected results of those operations other than matters referred in the Chairman’s address would
prejudice the Company’s interest. Accordingly no further information is included in this report.

Environmental Regulation and Performance

The Company’s operations are not presently subject to significant environmental regulation under the law of the
Commonwealth and State.

Indemnification and Insurance of Directors, Officers and Auditors

The Company has entered into an agreement for the purpose of indemnifying Directors and officers of the Company
against all losses and liabilities incurred by the Directors or officers on behalf of the Company.

The following liabilities, except for a liability for legal costs, are excluded from the above indemnity:
e A liability owed to the Company or related body corporate;

e A liability for pecuniary penalty order under section 1317G or a compensation order under section 1317H of the
Corporations Act;

e A liability owed to someone other than the Company or a related body corporate and did not arise out of conduct
in good faith;
e Any other liability against which the Company is precluded by law from indemnifying the Director.

The insurance contract prohibits the disclosure of the insurance premium for insuring officers of the Company against a
liability which may be incurred in that person’s capacity as an officer of the Company. No indemnities have been
given, or insurance premiums paid for auditors of the Company.

Proceedings on behalf of the Company body
No person has applied for leave of court to bring proceedings on behalf of the Company.

Remuneration report

Remuneration policy

The full Board is responsible for determining and reviewing compensation arrangements for the Directors. The Board
assesses the appropriateness of the nature and amount of emoluments of such officers on a periodic basis by reference to
relevant employment market conditions with the overall objective of ensuring maximum stakeholder benefit from the
retention of a high quality board.

Details of the nature and amount of each element of the emolument of each Director of the Company are as follows:
30 June 2007

Annual Emoluments Long-term Emoluments
Termination &
Base fee Bonus Other Similar Payments Superannuation Total
$ $ $ $ $ $
Don Sharp 60,000 - - - - 60,000
Chairman
Kenneth Stout 27,523 - - - 2,477 30,000
Non-Executive
Director
Tom Collins 27,523 - - - 2,477 30,000
Non-
Executive
Director

The Managing Director and Company Secretary did not receive any remuneration from the Company.




PREMIUM INVESTORS LIMITED
ABN 47 106 259 885

DIRECTORS' REPORT (Continued)

30 June 2006
Annual Emoluments Long-term Emoluments
Termination &
Base fee Bonus Other Similar Payments Superannuation Total
$ $ $ $ $ $
Don Sharp 55,983 - - - - 55,983
Chairman
Kenneth Stout 27,523 - - - 2,477 30,000
Non-Executive
Director
Tom Collins 18,772 - - - 1,896 20,668
Non-
Executive
Director
Rodney Green 16,055 - - - 1,445 17,500
Non-Executive
Director
Joel Bloom 9,174 - - - 826 10,000
Non-Executive
Director

The Managing Director and Company Secretary did not receive any remuneration from the Company.

Directors’ Meetings

The number of meetings of Directors (including meetings of committees of Directors) held during the financial year and
the number of meetings attended by each Director were as follows:

Directors Audit Committee Meetings
Meeting
Number of meetings Eligible to Attended Eligible to Attended
attend attend
John Elfverson 6 6 - -
Don Sharp 6 6 - -
Kenneth Stout 6 6
Tom Collins 6 6

Committee Membership

As at the date of this report, the Company had an Audit Committee comprised of Mr Stout and Mr Collins, with Mr
Stout as Chairman of the Audit Committee.

Share Options
As at the end of this report, there were no un-issued ordinary shares under options (2006: Nil).

Director’s Interest in Contracts

Mr Don Sharp is the Chairman and was also a Director of Treasury Group Ltd, Investors Mutual Ltd and Global Value
Investors Ltd until 16 May 2007. Treasury Group Investment Services Ltd (TIS) is a subsidiary of Treasury Group Ltd.
TIS has a material contract with the Company the details of which are disclosed in Note 16 of the financial statements.
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DIRECTORS' REPORT (Continued)

Audit Services

The Auditor’s Independence Declaration is set out on page 7 and forms part of the Directors’ Report for the year ended
30 June 2007. The Directors are satisfied that the provision of non-audit services is compatible with the general
standard of independence for auditors imposed by the Corporation Act. The nature and scope of each type of non-audit
services provided means that auditor independence was not compromised.

Pitcher Partners received $16,099 in respect of tax compliance and related services during the year.

Rounding

The amounts contained in this report have been rounded to the nearest $1,000 (where rounding is applicable) under the
option available to the Company under ASIC Class Order 98/0100. The Company is an entity in which the Class Order
applies.

Corporate Governance

In recognising the need for the highest standards of corporate behaviour and accountability, the Directors of Premium
Investors Limited support the principles of corporate governance and have applied these principles where appropriate.
The Company’s corporate governance statement is contained in the following section of this annual financial report.

Signed in accordance with a resolution of the Directors:

JOHN ELFVERSON
Director

Sydney, 29 August 2007



PREMIUM INVESTORS LTD

AUDITOR'S INDEPENDENCE DECLARATION
To the Directors of Premium Investors Ltd

In relation to the independent audit for the year ended 30 June 2007, to the best of my
knowledge and belief there have been:

(1) No contraventions of the auditor independence requirements of the Corporations Act 2001.

(ii) No contraventions of any applicable code of professional conduct.

e by

q
B J BRITTEN Pitcher Partners
Dated on 29 August 2007 Melbourne




PREMIUM INVESTORS LIMITED
ABN 47 106 259 885

CORPORATE GOVERNANCE STATEMENT

The Company is committed to implementing the highest standards of corporate governance. In determining what
those high standards should involve the Company has turned to the ASX Corporate Governance Council’s Principles
of Good Corporate Governance and Best Practice Recommendations. The Company is pleased to advise that the
Company’s practices are largely consistent with the ASX guidelines. Those policies recommended by the ASX
Corporate Governance Council (the Council) have been in place since the Company listed on Australian Stock
Exchange on 27 November 2003, which were subsequently endorsed by the Board of Directors.

Where the Company’s corporate governance practices do not correlate with the practices recommended by the
Council, the Company does not consider that the practices are appropriate for the Company due to the nature and
scope of its activities.

To illustrate where the Company has addressed each of the Council’s recommendations, the following table cross-
references each recommendation with sections of this report. The table does not provide the full text of each
recommendation but rather the topic covered. Details of all of the recommendations can be found on the ASX

Corporate Governance Council’s website at http://www.asx.com.au/supervision/governance/index.htm.

Recommendation Section
Recommendation 1.1 Functions of the Board and Management 1.1
Recommendation 2.1 Independent Directors 1.2
Recommendation 2.2 Independent Chairman 1.2
Recommendation 2.3 Role of the Chairman and CEO 1.2
Recommendation 2.4 Establishment of Nomination Committee 23

Recommendation 2.5

Reporting on Principle 2

1.2, 1.4.6 and the Directors’ Report

Recommendation 3.1

Directors’ and Executives’ Code of Conduct

1.1

Recommendation 3.2 Company Securities Trading Policy 1.4.9
Recommendation 3.3 Reporting on Principle 3 1.1 and 1.4.9
Recommendation 4.1 Attestations by CEO and CFO 1.4.11
Recommendation 4.2 Establishment of Audit Committee 2.1
Recommendation 4.3 Structure of Audit Committee 2.1.2
Recommendation 4.4 Audit Committee Charter 2.1
Recommendation 4.5 Reporting on Principle 4 2.1
Recommendation 5.1 Policy for Compliance with Continuous Disclosure 1.4.4
Recommendation 5.2 Reporting on Principle 5 1.4.4
Recommendation 6.1 Communications Strategy 1.4.8
Recommendation 6.2 Attendance of Auditor at General Meetings 1.4.8
Recommendation 7.1 Policies on Risk Oversight and Management 2.13
Recommendation 7.2 Attestations by CEO and CFO 1.4.11
Recommendation 7.3 Reporting on Principle 7 2.1.3
Recommendation 8.1 Evaluation of Board, Directors and Key Executives 1.4.10
Recommendation 9.1 Remuneration Policies 2.2.1
Recommendation 9.2 Establishment of Remuneration Committee 2.2

Recommendation 9.3

Executive and Non-Executive Director Remuneration

222and2.2.43

Recommendation 9.4 Equity-Based Executive Remuneration 222
Recommendation 9.5 Reporting on Principle 9 22
Recommendation 10.1 Company Code of Conduct 3




PREMIUM INVESTORS LIMITED
ABN 47 106 259 885

CORPORATE GOVERNANCE STATEMENT (CONT’D)

1. Board of Directors

1.1 Role of the Board

The Board’s role is to govern the Company rather than to manage it. In governing the Company, the Directors must
act in the best interests of the Company as a whole. The Board outsources the management of the Company’s
investment portfolio and its administrative functions to Treasury Group Investment Services Limited in accordance
with the direction and delegations of the Board.

In carrying out its governance role, the main task of the Board is to drive the performance of the Company. The
Board must also ensure that the Company complies with all of its contractual, statutory and any other legal
obligations, including the requirements of any regulatory body. The Board has the final responsibility for the
successful operations of the Company.

To assist the Board in carrying out its functions, it has developed a Directors & Executives Code of Conduct to guide
the Directors and the Chief Financial Officer.

1.2 Composition of the Board

To add value to the Company the Board has been formed so that it has effective composition, size and commitment to
adequately discharge it responsibilities and duties. The current board consists of three Non Executive Directors and
one Executive Director. The ASX principles of good corporate governance recommend a majority of Independent
Directors, however the Board consider that due to the scope and nature of the Company’s activities the present
composition is adequate.

The names of the Directors and their qualifications and experience are stated on page 1 along with the term of office
held by each of the Directors. Directors are appointed based on the specific governance skills required by the
Company and on the independence of their decision-making and judgment.

The Company recognises the importance of Non-Executive Directors and the external perspective and advice that
Non-Executive Directors can offer. Mr Stout and Mr Collins are independent Non-Executive Directors. In addition
to being Non-Executive Directors, Mr Stout and Mr Collins also meet the following criteria for independence adopted
by the Company.

An Independent Director:

is a Non-Executive Director and:

2. is not a substantial shareholder of the Company or an officer of, or otherwise associated directly with, a
substantial shareholder of the Company;

3. has not been employed in an executive capacity by the Company;

4. has not been a principal of a material professional adviser or a material consultant to the Company or another
group member or an employee materially associated with the service provided;

5. is not a material supplier or customer of the Company or another group member, or an officer of or otherwise
associated directly or indirectly with a material supplier or customer;

6. has no material contractual relationship with the Company or other group member other than as a Director of
the Company;

7. has not served on the Board for a period which could, or could reasonably be perceived to, materially
interfere with the Director’s ability to act in the best interests of the Company; and

8. s free from any interest and any business or other relationship which could, or could reasonably be perceived
to, materially interfere with the Director’s ability to act in the best interests of the Company.

Don Sharp is the Chairman and a Non-Executive Director of the Company and was also a Non Executive Director of
Treasury Group Limited, the holding company of Treasury Group Investment Services Limited which has a material
contract with the Company. Don Sharp was also the Chairman and a Non-Executive Director of Investors Mutual
Limited and Global Value Investors Limited, both of which companies have been appointed Investment Managers for
the Company by Treasury Group Investment Services Limited. As such, Don Sharp did not meet the Company’s
criteria for independence. Don Sharp’s experience and knowledge of the industry makes a significant contribution to
the Board and makes it appropriate that he continues in the position of Chairman.



PREMIUM INVESTORS LIMITED
ABN 47 106 259 885

CORPORATE GOVERNANCE STATEMENT (CONT’D)

1. Board of Directors (Cont’d)
1.3 Responsibilities of the Board

In general, the Board is responsible for, and has the authority to determine, all matters relating to the policies,
practices, management and operations of the Company. It is required to do all things that may be necessary to be
done in order to carry out the objectives of the Company.

Without intending to limit this general role of the Board, the principal functions and responsibilities of the Board
include the following.

1. Leadership of the Organisation: overseeing the Company and establishing codes that reflect the values of the
Company and guide the conduct of the Board, management and employees.

2. Strategy Formulation: working with senior management to set and review the overall strategy and goals for
the Company and ensuring that there are policies in place to govern the operation of the Company.

3. Overseeing Planning Activities: overseeing the development of the Company’s strategic plan and approving
that plan as well as the annual and long term budgets.

4. Shareholder Liaison: ensuring effective communications with shareholders through an appropriate
communications policy and promoting participation at general meetings of the Company.

5. Monitoring, Compliance and Risk Management: overseeing the Company’s risk management, compliance,
control and accountability systems and monitoring and directing the financial and operational performance of
the Company.

6. Company Finances: approving expenses in excess of those approved in the annual budget and approving and
monitoring acquisitions, divestitures and financial and other reporting.

Full details of the Board’s role and responsibilities are contained in the Board Charter, a copy of which is contained
on the Company’s website.

1.4 Board Policies

1.4.1  Conflicts of Interest

Directors must:

= disclose to the Board actual or potential conflicts of interest that may or might reasonably be thought to exist
between the interests of the Director and the interests of any other parties in carrying out the activities of the
Company; and

= ifrequested by the Board, within seven days or such further period as may be permitted, take such necessary
and reasonable steps to remove any conflict of interest.

If a Director cannot or is unwilling to remove a conflict of interest then the Director must, as per the Corporations Act
2001, absent himself or herself from the room when discussion and/or voting occurs on matters about which the
conflict relates.

14.2 Commitments

Each member of the Board is committed to spending sufficient time to enable them to carry out their duties as a
Director of the Company.

1.4.3  Confidentiality

In accordance with legal requirements and agreed ethical standards, Directors and key executives of the Company
have agreed to keep confidential, information received in the course of the exercise of their duties and will not
disclose non-public information except where disclosure is authorised or legally mandated.

-10 -



PREMIUM INVESTORS LIMITED
ABN 47 106 259 885

CORPORATE GOVERNANCE STATEMENT (CONT’D)

1. Board of Directors (Cont’d)
1.4 Board Policies (Cont’d)
144 Continuous Disclosure

The Board has designated the Company Secretary as the person responsible for overseeing and coordinating
disclosure of information to the ASX as well as communicating with the ASX. In accordance with the ASX Listing
Rules the Company immediately notifies the ASX of information:

1. concerning the Company that a reasonable person would expect to have a material effect on the price or
value of the Company’s securities; and

2. that would, or would be likely to, influence persons who commonly invest in securities in deciding whether
to acquire or dispose of the Company’s securities.

Upon confirmation of receipt from the ASX, the Company posts all information disclosed in accordance with this
policy on the Company’s website in an area accessible by the public.
1.4.5  Education and Induction

New Directors will undergo an induction process in which they are given a full briefing on the Company. This
includes meetings with key executives, tours of the premises, an induction package and presentations. Information
conveyed to new Directors will include:

= details of the roles and responsibilities of a Director with an outline of the qualities required to be a
successful Director;

=  formal policies on Director appointment as well as conduct and contribution expectations;

= details of all relevant legal requirements;

= acopy of the Board Charter;

= Guidelines on how the Board processes function;

= details of past, recent and likely future developments relating to the Board including anticipated regulatory
changes;

= background information on and contact information for key people in the organisation including an outline
of their roles and capabilities;

=  an analysis of the Company;

= a synopsis of the current strategic direction of the Company including a copy of the current strategic plan
and annual budget; and

= acopy of the Constitution of the Company.

In order to achieve continuing improvement in Board performance, all Directors are encouraged to undergo continual
professional development. Specifically, Directors are provided with the resources and training to address skills gaps
where they are identified.

1.4.6  Independent Professional Advice

The Board collectively and each Director has the right to seek independent professional advice at the Company’s
expense, up to predetermined limits, to assist them to carry out their responsibilities.

1.4.7  Related Party Transactions

Related party transactions include any financial transaction between a Director and the Company and will be reported
in writing to each Board meeting. Unless there is an exemption under the Corporations Act from the requirement to
obtain shareholder approval for the related party transaction, the Board cannot approve the transaction.
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PREMIUM INVESTORS LIMITED
ABN 47 106 259 885

CORPORATE GOVERNANCE STATEMENT (CONT’D)

1. Board of Directors (Cont’d)

1.4 Board Policies (Cont’d)

1.4.8  Shareholder Communication

The Company respects the rights of its shareholders and to facilitate the effective exercise of those rights. The

Company is committed to:

1. communicating effectively with shareholders through releases to the market via ASX, the Company’s
website, information mailed to shareholders and the general meetings of the Company;

2. giving shareholders ready access to balanced and understandable information about the Company and
corporate proposals;

3. making it easy for shareholders to participate in general meetings of the Company; and

4. requesting the external auditor to attend the annual general meeting and be available to answer shareholder
questions about the conduct of the audit and the preparation and content of the auditor’s report.

The Company also makes available a telephone number and email address for shareholders to make enquiries of the
Company.
1.4.9  Trading in Company Shares

The Company has a Securities Trading Policy under which Directors and certain employees and their associates may
only trade in the Company’s securities during a certain period of time commencing immediately after each of the
following (“trading window”):

Ten business day period:
e the release by the Company of its half-yearly results to the ASX
e the release by the Company of its annual results to the ASX;

e the close of the annual general meeting of the Company and
Five business day period:
e the announcement of the monthly NTA results.

In addition, consistent with the law, designated officers are prohibited from trading in the Company’s securities while
in the possession of unpublished price sensitive information concerning the Company. Unpublished price sensitive
information is information regarding the Company, of which the market is not aware, that a reasonable person would
expect to have a material effect on the price or value of the Company’s securities.

Notice of an intention to trade must be given prior to trading in the Company’s securities as well as a confirmation
that the person is not in possession of any unpublished price sensitive information. The completion of any such trade
by a Director must also be notified to the Company Secretary who in turn advises the ASX.

1.4.10  Performance Review/Evaluation

Each year the Board conducts an evaluation of its performance. The Board’s performance is measured against both
qualitative and quantitative indicators. The objective of this evaluation is to provide best practice corporate
governance to the Company.

1.4.11 Attestations by CFO and Managing Director

In accordance with the Board’s policy, the CFO and Managing Director made the attestations recommended by the
ASX Corporate Governance Council as to the Company’s financial condition prior to the Board signing this Annual
Report.
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PREMIUM INVESTORS LIMITED
ABN 47 106 259 885

CORPORATE GOVERNANCE STATEMENT (CONT’D)

2. Board Committees

2.1 Audit Committee

The Audit Committee was formed by resolution of the Board on 9 March 2004. Below is a summary of the role,
composition and responsibilities of the Audit Committee. Further details are contained in the Audit Committee’s
Charter which is available for review on the Company’s website.

2.1.1 Role

The Audit Committee is responsible for reviewing the integrity of the Company’s financial reporting and overseeing
the independence of the external auditors.

2.1.2  Composition

The Audit Committee consists of two members. The ASX principles of good corporate governance recommend at
least three members form the composition of the audit committee however the board consider that due to the scope
and nature of the Company’s activities the present composition is adequate. Members are appointed by the Board
from amongst the Non-Executive Directors, all of whom must also be independent.

The current members of the Audit Committee are Mr Stout and Mr Collins. All members can read and understand
financial statements and are otherwise financially literate and Mr Stout, the Chairman, is a qualified accountant with
experience in financial and accounting matters. The details of the member’s qualifications may be found in their
Director Profiles on page 1 of the directors’ report.

During the year the Audit Committee held one meeting.
2.1.3  Responsibilities

The Audit Committee reviews the audited annual and half-yearly financial statements and any reports which
accompany published financial statements before submission to the Board and recommends their approval.

The Audit Committee also recommends to the Board the appointment of the external auditor and the internal auditor
and each year, reviews the appointment of the external auditor, their independence, the audit fee, and any questions of
resignation or dismissal.

The Audit Committee is also responsible for establishing policies on risk oversight and management.

The ASX principles of good corporate governance recommend a minimum of three members to form the composition
of the remuneration committee with the majority being independent and chaired by an independent director. The
board consider that due to the scope and nature of the Company’s activities the whole Board which consists of 4
members should undertake this responsibility. As such, the Company does not have a separate remuneration
committee. The remuneration of the directors is reviewed annually by the board as detailed in the board charter a
copy of which is available for review on the Company’s website.

2.2.1  Remuneration Policy

The Company does not have a Senior Executive Remuneration Policy as all executive and administrative services are
provided to the Company under contract by Treasury Group Investment Services Ltd. As such the Company does not
employ any personnel directly or deem it necessary to have an employee remuneration policy.

2.2.2  Senior Executive Remuneration Policy

As stated in 2.2.1 the remuneration of the senior executives is provided for under the service contract with Treasury
Group Investment Services Ltd.

2.2.3.  Non-Executive Director Remuneration Policy

Non-Executive Directors are paid their fees out of the maximum aggregate amount approved by shareholders for the
remuneration of Non-Executive Directors. Non-Executive Directors do not receive performance based bonuses and
do not participate in equity schemes of the Company.

Non-Executive Directors are entitled to statutory superannuation.
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PREMIUM INVESTORS LIMITED
ABN 47 106 259 885

CORPORATE GOVERNANCE STATEMENT (CONT’D)

2. Board Committees (Cont’d)

2.2 Remuneration Committee (Cont’d)
2.24 Current Director Remuneration

The aggregate amount of remuneration paid to Non-Executive Directors as provided for in the company constitution
is currently a maximum of up to $200,000. The directors report provides details of the remuneration received by all
of the Company’s Directors.

2.3 Nomination Committee

The ASX principles of good corporate governance recommend a minimum of three members to form the composition
of the nomination committee with the majority being independent and chaired by an independent director. The board
consider that due to the scope and nature of the Company’s activities the whole Board which consists of 4 members
should undertake this responsibility. As such, the Company does not have a separate nomination committee.

2.3.1  Criteria for selection of Directors

Directors are appointed based on the specific governance skills required by the Company. Given the size of the
Company and the business that it operates, the Company aims at all times to have at least one Director with
experience in the Company’s industry, appropriate to the Company’s market. In addition, Directors should have the
relevant blend of personal experience in:

=  accounting and financial management; and

= CEO-level business experience.
3. Company Code Of Conduct

As part of its commitment to recognising the legitimate interests of stakeholders, the Company has established a Code
of Conduct to guide compliance with legal and other obligations to legitimate stakeholders. These stakeholders
include employees, clients, customers, government authorities, creditors and the community as a whole. The
Company Code of Conduct was adopted by resolution of the Board on 25 August 2004. This Code includes the
following:

Responsibilities to Shareholders and the Financial Community Generally

The Company complies with the spirit as well as the letter of all laws and regulations that govern shareholders’ rights.
The Company has processes in place designed to ensure the truthful and factual presentation of the Company’s
financial position and prepares and maintains its accounts fairly and accurately in accordance with the generally
accepted accounting and financial reporting standards.

Obligations Relative to Fair Trading and Dealing

The Company aims to conduct its business fairly and to compete ethically and in accordance with relevant
competition laws. The Company strives to deal fairly with the Company’s suppliers, competitors and encourages its
employees to strive to do the same.

Responsibilities to the Community

As part of the community the Company:

= is committed to conducting its business in accordance with applicable environmental laws and regulations
and encourages all service providers to have regard for the environment when carrying out their jobs; and

= encourages all service providers to engage in activities beneficial to their local communities.

Responsibility to the Individual

The Company is committed to keeping private information from consumers and investors confidential and protected
from uses other than those for which it was provided.
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PREMIUM INVESTORS LIMITED
ABN 47 106 259 885

CORPORATE GOVERNANCE STATEMENT (CONT’D)

3. Company Code Of Conduct (Cont’d)
Conflicts of Interest

Directors must avoid conflicts as well as the appearance of conflicts between personal interests and the interests of the
Company.

How the Company Complies with Legislation Affecting its Operations

Within Australia, the Company strives to comply with the spirit and the letter of all legislation affecting its operations.
Where those laws are not as stringent as the Company’s operating policies, particularly in relation to the environment,
workplace practices, intellectual property and the giving of “gifts”, Company policy will prevail.

How the Company Monitors and Ensures Compliance with its Code

The Board, management and all employees of the Company are committed to implementing this Code of Conduct and
each individual is accountable for such compliance. Disciplinary measures may be imposed for violating the Code.
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PREMIUM INVESTORS LIMITED

ABN 47 106 259 885

INCOME STATEMENT
FOR THE YEAR ENDED 30 JUNE 2007

Revenue

Unrealised gains on financial assets at fair value through
the profit and loss

Realised gains on investment assets
Expenses
Profit before tax expense

Deferred income tax expense

Income tax expense
Profit after tax expense

Basic earnings per share (cents per share)

Diluted earnings per share (cents per share)

Final franked dividends per share (cents per share)
Interim franked dividends per share (cents per share)

Note
4(a)

4(b)

5(a)
5(a)
13

17
17

2007 2006
$°000 $°000
10,594 10,543
22,590 1,608
37,197 23,216
(7,001) (5,384)
63,380 29,983
(6,871) (687)

(10,475) (7,136)
46,034 22,160
22.30 11.17
22.30 11.17

45 4.0
4.0 4.0

The accompanying notes form part of these financial statements.
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ASSETS

Cash and cash equivalents
Trade and other receivables
Other Assets

Investment assets

TOTAL ASSETS

LIABILITIES

Trade and other payables
Current tax liabilities

Deferred tax liabilities

TOTAL LIABILITIES
NET ASSETS

EQUITY
Contributed Equity

Retained earnings

TOTAL EQUITY

PREMIUM INVESTORS LIMITED

ABN 47 106 259 885
BALANCE SHEET
AS AT 30 JUNE 2007

Note

10

11
5(¢c)
5(d)

12
13

2007 2006
$°000 $°000
55,293 56,056
20,057 3,554
394 195
221,368 183,017
297,112 242,822
5,072 4,462
10,618 6,221
12,121 5,250
27,811 15,933
269,301 226,889
208,926 196,260
60,375 30,629
269,301 226,889

The accompanying notes form part of these financial statements.
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PREMIUM INVESTORS LIMITED
ABN 47 106 259 885
STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 30 JUNE 2007

2007 2006
Note $°000 $°000
Total equity at 1 July 226,389 218,342
Profit for the financial year 46,034 22,160
Total recognised income and expense for the year 46,034 22,160
Transactions with equity holders in their capacity as equity
holders:
Contributions of equity, net of transaction costs 12 12,666 2,171
Dividends paid 6 (16,288) (15,784)
(3,622) (13,613)
Total equity at 30 June 269,301 226,889
Total recognised income and expense for the financial year
attributable to members of Premium Investors Limited 46,034 22,160

The accompanying notes form part of these financial statements.
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